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Ohio Edison System Ohio Edison Company, with its head- Table of Contents
quarters in Akron. Ohio, provides electric
service to about 839.000 customers in an
area of approximately 7.500 square miles Ohio Edison System

in central and northeastern Ohio. The FinanaalHighlights .
Company's wholly owned subsidiary. President's Message .

,

Pennsylvania Power Company. with its Financial Review .

headquarters in New Castle. Pennsylvanio, System Operations

provides electric service to about 124,000 Electric Rates and Regulatory

customers in an area of approximately Developments
1.500 square miles in western Pennsylvania. Financing . .I

Based on total kilowatt-hour sales. the CoalSupplies

Ohio Edison System is the 19th largest Environmental Activrties

investorowned electric system in the Power 5upplyPlanning .
United States. Customer Relations .

The Companies' efectric service reaches Management Changes .

an estimated 2.8 milhon people in 666 Employees .

communities and rural areas and supphes Officers / Division Managers /

power for resale by 26 municipal electric Board of Directors

systems and 8 rural cooperatives. Also. Management Report .

Ohio Ed: son partiapates in the sale, pur. Management's Discussion . 2.

chase and interchange of power with Selected FinancialData

other electric companies. Consohdated Finanaal
We own or share in the ownership of Statements . .;

11 plants comprising 44 generating units. Notes to Consohdated

in 1981, our total system power plant FinanaalStatements . .3

generating capaaty of 5.686 megawatts Auditors' Report

included 86.3 percent (4.907 megawatts) Consohdated Financial

coal-fired. 7.5 percent (425 megawatts) Statistics

nuclear. and 6.2 percent (354 megawatts) Consolidated Operating
oil-fired generation. Statistics

StockholderInformation.

N -- wm ms ABOUT THE COVER: The 502-foot coo'n

y{h4 < 3 tower under construction at the Beav er~
# '

T' Valley Unit 2 nuclear plant in ShippMcre..

~, (','f, '

Pennsylvania, will process 50 7,400 gahn .U. S
water every minute. It serves as a backg4

- +y' nO' 'd to photographs showing three aspects ofm,
#

? .. . . . .'f/ power production. ICounterclockwise, tc'-; s

k Y*$ M bottom.) Delivered by barge, train or tru
'Jw. .il the 10

d represe.1 million tons of coal burned/ ' ;# 'bg;
y

i 3 ..

..

nted 90 percent of our generatica3,

' N[ /~ 1981. Our plants (including ownership s"
El produced 24.9 billion kilowatt-hours of

g ~' "
electricity. The power produced was

:oe y' ' mm transmitted and distributed to customeg'.A M _ / .~ through 32.000 miles of power lines.

5 i Ohio Edison's new identification symbc
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=InanClal Highlights

,3rief Summary of Operations
,5uco"$85tt''8a

or the Years Ended December 31 industnai sales-2741981 1980 Change

Residentral Sales-3 t c;dowatt-Hour Sales . s

24.7 Billion 22.4 Bdkon + 10.1 %3perating Revmues
5 1.3 Billion 5 1.1 Bdkon + 18.4 % -

'

commeroal Sales-22euelExpense
$413.7 Million 5364.9 Mdhon 13.4 % ?* L

-

)peratingincome 4

$252.4 Million i169.4 Mahon + 49 0% - other sources-lieVowance for Funds Used
"

Dunng Construction .
,

~

i'$127.8 Milllon 5106.5 Mdhon + 20.0% sares to Utelstres- Scoferest Expense
$267.5 Million iI 79.9 Mdhon + 48.7%

,

ncome Before Extraordinary
other Electnc Sales- 4cItem ^

*$ 183.0 Million S I35.2 MJhon + 35.4 %4et income $197.1 Million 5135.2 Mdhon + 4 5.8% ( -det locome for Common
Stock .

$163.9 Million 5101.4 MJhon + 61.6%

!arnungs Per Common Share: DlsTalBUTION OF I 981 Net interest- 142
,come Before Extraordunary INCOME DOLLAR

Item '""9'"'''''$ 2.10 51.52 + 38 2%4et income for Common
Stock

otner operation
and Maintenance-ise$ 2.30 51.52 + 51.3 %

>vidends Per Common
-

Employee wages
and Benefits- 9

Share
$ 1.76 $ 1.76 - ? -

Fuel Expense-29c
.

4- .

:apitai 5tock Dividends.
' > Common stock'

$159.2 Million 5 ISIS Mahon + 4.8%
_ Devidenas- 9

:onstruction Expend:tures $568.0 Million $ 515 0 Mdkon + 10 3 %
Depreciat,on+

Vet Financing Activities $385.6 Million $514 6 Mdhon - 25. I %
.- 8'd ^'" 'l''dD "- 7'

!, Preferred and
?eturn on Average Common

, ' Preference Davidends- 32

gy ,\/L
Equity .

'

Retainedincome- 34I4.6 % 9.7 %
e

Sandusky ~

!. Lorain ..,

Warren
j Akron T'

.w&a ( e Youngstown
,

,,

*\g Il.4 ,*

PToledo e Cleveland
MIrion '
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Justin T. Rogers. Jr.

The Companes acheved a marked improvement in 1981 The improved availability of the Beaver Valley Power Statior
earnings, despite a depressed economy that had adverse effects also contributed to our results and at the same time helped hc
on us and the naton as a whole. down the cost of fuel to our customers. The BIO-megawatt

Rate increases received dunng the year, increased sales of nuclear generating unit had an equivalent availability rating of

electriaty. and continued improvement in the major facets of our 73.6 percent in 1981-a noteworthy achievement in its sixth

operations were the man contnbuting factors to this achieve. year of operation. Due in part to the availability of Beaver Vall

ment. Operating results in 1981, compared to the previous year. Our use of more expensive oil- and coal-fired generation

show that: decreased from 99.3 percent of total generaton in 1980 to 9C

* Operating revenues increased 18.4 percent to $1.3 billion: percent in 1981. We be'ieve this trend will continue when

* Operating income increased 49.0 percent to $252.4 millon; Beaver Valley Unit 2 and Units I and 2 at the Perry Nuclear

and Plant assume more of our generating load after their scheduie:

* Earnings per share of common stock reached $2.30. an completion in the mid- to late-1980s.

Increase of 51.3 percent from the $1.52 earned in 1980. While 1981 was a good year, overall. It was not without
(Of the 1981 earnings. approximately 30 cents per share problems:
represented the combined effect of the gain on the purchase in February 1981. The Public Utilites Commission of Ohio
of Company bonds and settlement of a claimed tax liability.) (PUCO) authorized us to begin recovenng. through electric ra:

Rate increases totaling 5199 million on an annual basis helped over a ten-year period, the preliminary cons for cancelled

to bnng our income closer to necessary levels. Also, in early generating units. However, in July the Supreme Court of Onx

1982 Pennsylvania Power began collecting rates which will add ruled, in a case involving The Cleveland Electric filuminating

nearly 527 million to our annual revenue. Yet. recognizing the Company (CET) that the PUCO could not authonze recovery
these costs as service-related costs in retail rate cases and anneed to keep pace with inflation. Increased operating costs, and

high interest rates, we continue our efforts to obtain rates that appeal by CEl to the U.S. Supreme Court was dened in Janui

cover expenses and provide a fair rate of return to our 1982. Since that denial. CEI has appealed a subsequent order ,

stockholders. Appiscatons for additonal rate increases now the PUCO requinng the utility to reduce its rates to reflect the

pending before the vanous regulatory commissions total more eliminaton of these costs. Although the outcome of this matte

than 5131 million and are detailed in the "Electnc Rates" section and its effect upon the Company are still unceaarn. we face a

of this report possible after-tax wnte-off of about $48 million, or 67 cents per
share of common stock, based on the average number of share

Two things contnbuted to our 101 percent increase in 1981 outstanding dunng 1981. Whether a wnte-off will occur, and /
totar electnc energy sales, which reached 24.7 billion kilowatt- so, its timir:g. will depend upon a number of developments. '

hours. First, while residential sales were down 0.8 percent. sales including the outcome of the CEl appeal and possible future
to commercial and industnal customers were up 2.2 percent and actons by the PUCO.
5 0 percent. respectively. Second, with the continued improve-
ment in the performance and availability of our coal-fired gener. As a result of the Ohio Supreme Court deosion, we were a.

ating units-76.3 percent compared to 72.1 percent in 1980- to obtain. within two weeks of that deoson, a $90 millon rat

we sold $74 million worth of power to other electnc companes. increase (effective August 1) after reaching agreement with all

That gan marked the first time since the mid-1970s that we sold the partopants in our pending rate case. All partes agreed to

more power to other utilites than we bought for our own the level and the timing of the increase. The Company also
needs. agreed. at the insistence of one of the partes. to a heanng to

determine whether there should be a management audit of tt -
Company. We agreed to the heanng in order to avoid any de
in receiving an immediate increase. However, in granting the

4
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1 crease on an emergency basts, the Commission ordered a in the regulatory area, which has a dramatic influence on our
nanagement audit. wrthout the heanng to which the partes business, there is evidence that government agencies at both the
igreed. state and federal levels are expressing concern for our industry's

The Commission selected Cresap. McCormick and Paget. Inc. financial health. Th;s concern is apparent in recent decisions by
the PUCO. including: a quick response to our emergency rate-a nationally recognized management consultng firm-to

-onduct an audit of management and operatons. ase gespe gramng g rams of m on
common equity investment, which are essential to a utihty's

The audit, which began in January 1982, is nearing comple- economic stabihty; possible acceptance cf a future test year
ion, and. according to the PUCO. we can expect a final report concept in setting electric rates, which would more accuratefy
Mth recommendations later this spong or early summer. We reflect the real costs of providing electnc service dunng the period
mil. of course, make maximum use of any recommendatons that the rates are in effect; and a ruhng that Ohio's electnc
/vhich w:ll benefit the Company and its stockholders. employees utilites should not be drawn into the social welfare programs
ind customers. through the establishment of so called ''hfeline" electric rates.

Management audits are not new to us. In the mid-1970s we Along with these encouraging developments, much of our
| lired an outs de consufting firm to conduct a management audit optimism lies in the contnbutions of our employees. They

)f Ohio Edison. While the firm did recommend changes which continue to perform in an outstanding manner, as evidenced by
we implemented, on the whole they found that our manage- the significant improvement in our sales to other utihtes. Their
nent compared very well with other utihtes, but that economic skill and ingenuity, however, touch all aspects of our operations.
and regulatory obstacles already at work could cause problems We hope you share our pride in what the employees have

i

'or all electnc companies in the future. Their findings were accomphshed. Yet, while those accomphshments have beent

)bviously on target. significant, they would not have been possible without your
The current business chmate is one of those obstacles. causin9 understanding and support, which is sincerefy appreciated.

1 lower-than-forecasted nse in electric sales to customers,
rspeaa!fy the auto and steel industnes. We beheve, however,
. hat when the economy recovers, we will benefit from the
ncreased use of new and recently expanded auto and steel

1 nanufactonng fachtes in our service areas. Major industrial gg 7 [7
,

3rojects a! ready underway in our service areas could. by the end
af 1982 increase our annual operating revenues by some 528, ,.

tilhon. In addton. we antopate greater use of electriaty in
ndustnal processes as the decontrol of oil and the expected
decontrol of natural gas restrict the use of those fossil fuels. Justin T. Rogers. Jr.

President
A winding down of our plant and environmental constructon March 16.1982

70 grams should also improve our financial future. Although we
will need about $2.9 bi!!on in capital dunng the next five years.
1982 will be our peak year in expenditures at $726 millort with
3 tapenng off in the years that follow. By 1985. our plant
:onstructon program will be hmited to two nuclear units
icheduled for completion in 1986 and 1988. At that time, our
napr constructon programs sho'.M be behind us until we are
wellinto the 1990s

1

5
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Financial Review by $115.8 milhon. or 12.7 percent from the 1982 through 1936. The five-year penod
1980 amount of $911.5 milhon. reflects substantial expenditures for three

The purchase of fuel needed to generate nuclear generating units scheduled for
electnoty continued to be our largest oper- completon between 1984 and 1988, an,
ating expenditure, accounting for 32 cents a large environmental program schedule (
of every revenue dollar received in 1981. for completion in 1984. A significant
These costs totaled $413.7 millon-a 13.4 porton of funds for these projects has an
percent increase over 1980. will come from the sale of secunties.

' Net costs of power purchased and inter-
changed (exchanged with other elecfric Interest and Dividends
companies) reflected an expense of 529.3 Net interest and other charges increase
milhon in 1981 up 12.4 percent from $26.1 52.7 percent to $200.2 milhon in 1981.
milhon in 1980 pnmanly because more compared to 5131.1 million in 1980.
power was dehvered to other utihties as because of increased long- and short-tem
revenue sales in 1981, as opposed to inter- debt borrowing and high interest rates.
change sales. Preferred and preference stock divident

Other operation and maintenance costs requirements decreased to 533.2 milhon i
for 1981 increased by 521.0 milhon, or 7.0 1981, from 533.7 milhon in 1980 because

Electric Sales and Revenues
percent to $319.3 milhon. These increases of sinking fund transactons and other pre
resulted mainty from increases in the cost ferred stock repurchases dunng the year.

Increase of labor. matenais. and services. The total
Ohio Edison and Pennsylvania Power increase was partially offset, however. Net income for Common Stock

sold 24.7 billon kilowatt-hours of electnoty because with the improved availabihty of Increases
in 1981.10.1 percent more than the our generating plants, maintenance costs After allowance was made for paymer
amount sold in 1980. Led by a 10.6 per- were reduced by 53.7 milhon. of preferred and preference stock dividerk
cent increase in sales to the steel industry. Taxes assocated with utshty operations net income available for common stock
kilowatt-hour sales to industrial customers increased to $165.1 milion in 1981 from was $163.9 milhon, compared to $101.4
increased 5.0 percent and sales to com. 5136.7 milhon in 1980. Income taxes milhon for 1980. With the November saic
mercial customers increased 2.2 percent increased by $29.2 milhon in 1981, but of 7 milhon new shares and the issuance
Sales to residential customers dechned 0.8 general taxes decreased by 50.8 milhon of 3.1 milhon shares through the Drviderk
percent from 1980 mainly because of a because of a $14.4 milhon credit from the Reinvestment and Stock Purchase Plan. It
drop in home constructon and moderate settlement of a Pennsylvania exose tax on weighted average number of shares of
temperatures that resulted in less use of gross receipts habihty which had been common stock outstanding increased
heating and air conditioning Also, a mapr estabhshed in prior years. Ten cents per during the year to 71.2 milhon from 66.7
increase in sales to other utthties share of 1981 earnings resulted from the milhon in 1980. On a per share basis.
contnbuted 2.0 bilhon kilowatt-hours to the settlement of this tax. earnings were 52.30 in 1981. compared
overallincrease in sales. to $1.52 in 1980. However,20 cents per

This improvement in kilowatt-hour sales. Construction Expenditures share resulted from the Comruny's pur-
combined with new rates. resulted in an Expenditures for environmental. plant chase of 565.8 milhon of it . c Jtstand:ng,

18.4 percent increase in operating reve- and other system improvement projects first mortgage bonds at mMket pnces
nues to $1.3 bilhon, compared to $1.1 totaled 5568.0 million in 1981, compared below their face value.
billon in 1980. to $515.0 milhon in 1980. The Companies Dividends of 44 cents per shace on the

currently estimate that construction costs, common stock of Ohio Edison Company
Operating Expenses and Taxes including nuclear fuel costs. will total about were declared by the Company's Board (

Operating expenses and taxes increased $726 milhon in 1982 and $2.9 bilhon for Directors for each quarter of 1981.

Earnings and Dividends - -52.40 Top: A crane lifts the 700. ton dome once th
r Oux% Pt" Shrt containment building of the Perry Nucler
- Ernmgs Per Shm Plant unit 1 which is 80 percent complete a

_
scheduled for operation in 1984.

Bottom Left: The Beaver Valley unit 2 nucie,
plant, scheduled for operation in 1986, is

I I~ I being financed. In part, by the innovative
[> --s1.60 onio Edison Energy Trust.

f

{ .t Bottom Right: installation of an electrostath
I I precipitator at the Edgewater Plant was parr

f f -

1 -- $ 1.20 or our construction program to tr'eet clein i
$ I I standards. for which $119 4 mlfhon was spe! t !
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System Operations system Dispatching Center
Nearing Completion

The 59.! mi!! ion System Dispatching
Center, which will increase the operating
efficency of our transmission and
distribution system. is scheduled for

Generating Unit Availability operaton in late 1982. The structure has

Our major commitment to improving en completed and work is continuing i

power plant performance continued to be prep raton for installation of the compute

successfulin 1981. Intensive maintenance equipment. The center's computer will
pr vide f r m re efficent use of the

programs and plant design modifications
contributed significantly to achieving a system's generating units, increase the

generating unit equivalent availabihty of perating secunty of the transmission

76.3 percent in 1981. This was an system, and improve generating unit

improvement of 4 percentage points over response to the minute to-minute change

1980 and approximatefy 18 percentage in customer demand for electnoty.

points better than the same period in 1978 Youngstown service Center
when we initiated our generating unrt
reliability program. The improved Renovation Project Finished

. .

performance enabled us to sell 97.0 A 55.1 million. nine-year renovaton
percent more power to other electnc project at the Youngstown Service Center
companies than in 1980. Also, our pur- was completed in 1981. The three-phase
chase of power to meet customer demand project afleviated crewded conditions anc
represented only 7.6 percent of total sales, improved the work environment, The firs
compared to 11.0 percent in 1980. two phases were construction of a servic-

garage and parking deck. plus yard
Beaver Val:ey Unit 1 improvements (completed in 1974) and

Dunng 1981. Beaver Valley Unit I in constructon of a storeroom and truck
Shippingport. Pennsylvania. with an avail- garage (completed in 1975). The final
ability of 73.6 percent. expenenced its best phase included renovaton of the faalities
year of performance since it began opera- and the purchase of a building to house
tion in 1976. We own 52.5 percent. or the substation maintenance section.
425 megawatts of the 810 megawatt
nuclear unit, which is operated by steam system snut oown
Duquesne Light Company of Pittsburgh. Wrth approval from the PUCO. the
Fennsylvania. Company closed its last steam heating

On December 25.1981 the unit was plart on May 1.1981. The plant. In
shut down for refuehng and maintenance. Spongfield. Ohio, was shut down becaus
Dunng the scheduled 20-week shutdown. of nsing fuel costs. a declining number of
further modifications will be made to meet customers and the prospect of having to
operating requirements which the Nuclear install costly equipment to meet sinngent
Regulatory Commisson imposed on all environmental regulations. Steam plants n
nuclear plants after the Three Mile Island Akron and Youngstown. Ohio, were solc
accident. in 1980.
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lectric Rates and $32.7 mdhon retail rate increase request was 75 percent complete by March 31.
*****"*"""c" =

le9UlatO7 oeveioEriients Commisson in Apal 1981.

Wholesale Rate Cases New Fuel Adjustment Used
In August. the Company changed its

in January 1981, the Federal Energy method of recovenng fuel costs by using a
Regulatory Commission (FERC| authonzed new fuel adjustment procedure requrred byOhio Edison to place into effect wholesale
rates which would produce an additional recent Ohio legrstation. Under the new

procedure a flat rate is collected for six5106 mdhon in revenue annuany. The
months, based on a predetermined fuel

increase, which is subject to refund repre- cost level. After that penod, the difference
sents part of a $13.9 milhon request that

between the amount collected for fuelwas fded in June 1980 and is currently
costs and the actual fuel expenses is calcu-

being collected from the Company's 21 lated and. with approval of the PUCO. is
muniopal customers.

included as an adjustment in the fuel costThe Company fded an apphcaton with
level for a subsequent six-month penod.FERC in November for authonty to increase

wholesale rates in January 1982. The Lifeline Rates
Commission has postponed the effective

The PUCO ruled in November that Ohiodate of the increase until June 9.1982.
This proposed inuease would produce an electnc utihties will not be required to

additional 514.2 mdhon in revenue on an implement so-called "hfehne" rates for

annual basis, compared to rates currently which quahfying customers pay rates
below the cost of service. The Commission

'" 77In ylvania Power began collecting anRetail Rate Cases
Pe s id electnc utikty rates are not an appro-

In February. The Pubhc Utahties Commis- additional 51.7 mdhon in January 1982 pnate or efficent method of providing

sion of Ohio (PUCO) granted a 591 milhon from its five munsopal resale customers as financial assistance to low-income or
ate increase to Ohio Edison, which was the result of a ruhng by FERC on the first of elderly customers.
subsequently increased to 598 mdhon by a two-part request made in September Future Test Year Concept Proposed:he PUCO. This increase was the result of 1981. In the request for a total increase of
3 5118 1 mdhon request filed in May 1980. 52.3 mdhon. Pennsylvania Power proposed Last fall the PUCO permitted the

The PUCO granted the Company an that if, at the conclusion of heanngs. FERC Company to include two test penods in
emergency rate increase of 590 milhon in finds that more than the $1.7 milhon in determining its need for revenue in the
August after an agreement was reached additional revenue is warranted, the higher January 1982 rate increase apphcation.
between pnnapal parties on a 5139.2 rates wdl be collected annually from the The normal test year is based on actual
milhon retad rate increase request fded in date of the decision. past levels of revenue and expenses for the
March 1981 with the Commission first six months and on estimates for the

The Company fded an apphcation with Construction Allowance Upheld second six months. The future test year is
the PUCO in January 1982 for a 9.8 A ruhng by the Supreme Court of Ohio based entirely on estimates for the year
cercent rate increase, which is expected to in May upheld a deosion by the PUCO after the normal test year. Use of the future
oecome effective in late 1982. If granted in which allowed the Company to include test year concept should enable the
the full amount requested. the increase 523 5 mdhon in construction costs for Company to more accuratefy reflect the
would result in approximately si17.7 Bruce Mansfield Unit 3 in our rate base effects of inflation in its rates dunng the
mdhon in additional revenue annua!!y. pnor to the unit's commeraal operation. penod that the rates are in effect. The

Also in January 1982. Pennsylvania The recovery of costs (Construction Work PUCO wdl base its deosion on one of the
Power was granted $24.9 milhon of the in Progress) was allowed because the unit two test penods.

Top: substations for transmission and Kilowatt-Hour sales
~

~ Bilhons of
distribution of power are an integral part of Kilowatt-Hours

Othersupplying adequate and reilable electric
servl(e to more than 960.000 (ust omers. I Industrial

Bot t om lef t' Brighter, energy-ef ficient lights n
provide better visibility and improve camera
coverage for high school football fans at the %_,
Paul Brown Tiger stadium in Masslison. g ,%

9

Bottom Right: In downtown springficid. Ohio. *M j | fmajor renovations have occurred in the Core l"N I J [ ,
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Financing milhon pnnapal amount of Polluton Con- 833-megawatt nuclear generating unit
trol Revenue Bonds.1981 Senes H. These being built in Shippingport. Pennsylvania.
series mature in 1983 and bear interest The Company's share of the estimated
at 60 percent of the floating pome rate. total constructon cost of the unit is 51.07

in Apn!. on behalf of the Company, the billon. The Trust allows us to increase our
Ohio Air Quakty Development Authonty financial flexibility by defernng a portion o
sold 5100 milhon of a new senes of pollu- the long-term financing requirements for

Security Sales tion control revenue bonds. The new the project until investment in the unit car

During 1981, the Companes raised bonds.1981 Senes A (Ohio Edison Com- be included in electnc rates estabhshed by

54 I I millon in long term capital to finance p ny Project). carry an interest rate of the regulatory commissons.

a major portion of the Companies' con- 8-l/2 percent and mature in 1984 and are By the end of 1980. 5265 milton of the
entitled to the benefit of a bank letter unit's constructon costs had been financcstructon programs. The majonty of pro-

ceeds from the sales of vanous secuntes of credit. through the Trust. In 1981, an additional
Proceeds from the sale of these bonds $167.5 milhcn was provided.were apphed to reduce short-term debt

incurred for the constructen and by each Authonty have been or will be
used to finance the installaton of airacquisition of new facilities and other

System improvements. polluton control fachtes at vanous coal- Through provisions of the Economic
fired power plants in Ohio or at the Bruce Recovery Tax Act of 1981, we were able
Mansfeld Plant in Shippingport. to raise 537.5 milhon by transfemng certaiove be , the Company received
Pennsylvania. tax benefits related to fachtes placed intoapproximately 585 millon from the sale of

seven milhon shares of common stock at international Financing service dunng the year.

512.125 per share. To expand our capital market oppor. The transaction enabled us to gain

We also raised 535.9 millon from the tunites, the Company estabhshed a sub- immediate benefit from investment tax

issuance of 3.1 mIhon shares of common scary. Ohio Edison Finance NV. in the credits and accelerated tax deprecation

stock through our Dividend Reinvestment Netherlands Antilles (West Indies), which deductions that otherwise would not hav-

and Stock Purchase Plan. enables the Company to obtain funds been available for several years. Proceeds

y through the sale of notes to foreign inves_ from the transfer were used to reduce*

ir Jun , er ns lv nia Power sold $20 tors. The interest on these notes is exempt short-term loans incurred for System
from United States and Netherlands Antilles improvements.milhon of bonds. This seres at 16-l/8 per.

cent interest, will mature on June 1.1989. withholding taxes. The first offenng made Securities Purchased
in a pubhc offenng in September, the through the subsidiary was 17-l/2 percent

Company issued 575 milhon of bonds. Guaranteed Notes in the pnnapal amount To strengthen the Company,5 common
of $75 milhon. The sale of these notes, equity base and reduce long-term debt ancarrying an interest rate of 18-3/4 percent

and a matunty date of October I.1991. which will mature in 1988. was completed preferred stock, in 1981 we purchased
in October. The Company has guaranteed some outstanding first mortgage bond anc

Pollution Control Bonds the payment of pnnopal and interest of preferred stock secuntes at pnces below
In January. 54.6 milhon pnnapal those notes and has secured its guaranty their face value. In total. 565.8 milhon of

amount of Pollution Control Revenue with a pledge of a new senes of its First first mortgage bonds were purchased.
Bonds.1981 Senes G. and $1 milhon Mortgage Bonds. which resutted in an extraordinary gain
pnnopal amount of Environmental

. equivalent to approximately $14 minen, or
improvement Revenue Bonds.1981 Seres Ohio Edison Energy Trust 20 cents per share of common stock. We
A. were issued, on behalf of Pennsylvania in 1980. the Oho Edison Energy Trust also purchased approximatefy 27.000
Power. by the Bcaver County Industrial was estabhshed to make available up to shares of our preferred stock. 5100 par
Development Authonty. On behalf of $500 milhon to finance. in part, the value, further increasing common equity
Oho Edison, the Authonty sold 514.3 constructon of Beaver Valley Unit 2. an by approximately $1.8 mIhort

- - s540 000.000 Right: Insidr the Nrfes Plant crumncy, five o
New Long-Term Capital whKh has passed through dust collection

equipment is channeird upward through the
new 393-foot structure.

--5450.000.000

!~

--s360.000.000
-

r

P --s270.000.000

t
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-- 5180.000.000
I

'

{ g - s 90.000.000-
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:inancing (continued) Coal SuppliSS North American Coal Corporation, up to
1.2 milhon tons of coal per year will be
delivered through November 1982 to the
R. E. Burger Plant in Shadyside. Oho.

Nuclear Fuel Financing Approximatefy 10.1 milhon tons of coal The coal will be washed and the resulting

To provide funds for finanong the costs were burned at our nine coal-fired power lower ash content will assist us in meeting

af nuclear fuel, the Company entered into plants in 1981. About half of our coal environmental regulations at the plant.

3n arrangement in December involving the purchases are made through long-term
This agreement resolved a lawsuit filed

'ormaoon of a speaal purpose torporation contracts for supp!es coming from south- by North Amencan in September 1980

antelated to the Company. The corpora. eastern Ohio and western Pennsylvania. involving a sales agreement to purchase a

acn will issue commercial paper or make The balance is purchased on the open minimum of 1.6 milhon tons of coal per
market from the same region and from year from two of North American s south-

aank borrowings to finance these costs
and will lease the fuel to the Company. eastern Kentucky and West Virginia. eastern Oho mines. In June 1980. we

Pennsylvania Power buys coal from central notifed North Amencan of our intention to
As the arrangement currently exists. Up to

nd western Pennsylvania. terminate the sales agreement because the
5135 milkon is available. As of December mines were not produong coal in the
31, SIS milhon was financed through this Coal OUality Improved; quannty or cuanty speofed in tne
3rrangement. Pennsylvania Power expects By-PfOducts Sold agreement.
to enter into a similar arrangement in earty Also included in the agreement is a
1982 for 530 million to finance its nuclear Dunng 1981, we continued to purchase

'uel costs' better-quality coal for our power plants. In 9 am9em M M
addition to higher heating values, the coal initially save the Company approximately

53 per ton because it fixes the cost of coa!Securities Ratings Lowered represented an approximately 22 percent
decrease in ash and an 18 perhent decrease a level cc mparab to the average pnce

In July. two investor services lowered
their ratings of the Company's secuntes, in sulfur content compared to coal received

'

citing the Company's finanaal conditon, in 1977. The higher heat content of coal
OUartO Coal Contract Amended

high money costs and the continued high resulted in higher boiler efficency, less

cash demands resulting from the maintenance. and lower ash handling To reduce overall coal costs for the Bruce
COSI5-construction program. Mansfield Plant, the Central Area Power

Moody's investors Serv ce. Inc.. lowered The Company has also continued to Coordination Group (CAPCO). which
ratings on our 19 senes of pubhcly held first reduce rts expenditures for ash disposal by includes Ohio Edison and Pennsylvania
mortgage bonds from A to Baa and I'nd'ng buyers for some of its ash. The ash Power reached agreement with the
downgraded the rating on six senes of can be used as a partial replacement for Quarto Mining Company to amend tvt o
pollution control revenue bonds from Baa portland cement in concrete and concrete coal sales contracts The amendments
to Ba. However, their ratings on our products, in vanous constructon apphca- allow CAPCO to speofy tonnage require-

tons such as a structural fill or a road basepreferred and preference stock remained ments and approve mining plans for
Baa and Ba, respectively. material and for highway snow and ice Quarto's three southeastern Ohio coal

Also. Standard and Poor's Corporation control. The sale of coal ash in the last mines. Under the amendments, less Quarto
lowered our first mortgage bonds to Tople three years totaled approximately coal will be bought. enabling CAPCO to

$236.000.B-minus from Tople B-plus The Company's buy a greater porton of coal from more
*C " *'c I s urces that are now avariable.pollution control revenue bonds were North American Coal

downgraded to Double B-plus from Tople in a separate agreement with Ouarto's
B. preferred stock to Double 8 from Tnple B Agreement Reached parent company, the North Amencan Coal
and preference stock to Double B-minus As part of an agreement reached in Corporaton. CAPCO was granted an
from Double B. March between Ohio Edison and the open-end option to acquire Quarto.
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Environmental Activities such as tfu current "acd rain" controvers
The Coalition has commissoned a study t
determine the cost-effectiveness of current
and proposed environmentallaws and
regulatons, and it has begun a series of
advertisements in major newspapers in th-
Northeast to bring focus to the issue.

Air Quality Projects in Progress
Retrofitting existing power plants to mes

revised clean air standards will cost the
Companies $464.8 mdlion from 1981
through 1986. With 5119.4 million of that
amount spent in 1981.

Sammis Air Quality Control Project
Legislative Developments The largest air quality control project is

With the Clean Air Act subject to review underway at the Coahfired W. H. Sammis
in 1981, we were in frequent contact with Plant near Stratton. Ohio. The 5450 md a
federal legislators and their staffs with our project, which is pKrured on this page, is

suggestons for improving the Act. These on schedule and planned for completon n
improvements would decrease the com. August 1984. In November 1981 the

plexities and administrative burdens im- brdge-like deck (140 feet wde and 915

posed by the current Act. ket long) needed to suppon poHuton

We are also working to discourage conUol equipment was completed.

inappropnate legislation directed at the so_ Constructed over a four-lane highway, the
called "acd rain" problem in which deck will support six large dust conectors

preapitation is thought by some people, which will replace existing equipment to

to contain acdic matenals introduced by conuol partsw! ate emissions. A seventh

the chemical transformaton of industnal dust collector wdl be cco".tructed on the
emissions. We believe that the level of ground south of the piant The project is
soentific knowledge on "acd rain" is about 25 percent complete.

insufficent tojustify enactment of Additional Air Quality Control Projects
legislation which could require utdities to in Juty, we placed ir7 service a 531.1
spend billions of dollars on more air million instaHaaon of two electrostatic
pollution control with no reasonable preopitators and a 393-foot chimney at th
assurance that the theoretical effects of Ndes Plant in Ndes. Ohio. At the R E.
"acd rain" would be reduced. Burger Plant in Shadysde. Ohio, two

Also, we are actrvely partiopating in the electrostatic preapitators are being insta':a
actrvities of the Coaliton for Environmentat for two boders at a cost of $45 3 mdhon
Energy Balance (CEEBl. Made up of and are scheduled for completion in Ma ci
approximately 30 mdwestern utilities and 1982. Also scheduled for March 1982
other industnes. CEEB is working to completion is a $218 mdlion electrostatic
improve the level of public and legislative preopitator at the Edgewater Plant in
understanding of energy-related issues Lorain. Ohio.

r ~ n. gi . ys.- 'j Lert: At the R. E. Barger Plant. two e4 ?Fg.j ns; ,
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Power Supply Planning Nuclear Plant Construction in October 1982, that plant is schedulec

Proceeds to begin 18 months of testing and demon
straton. It will process 600 tons of coal pe

Constructon is continuing on three day for use in an existing 50-megawatt
nuclear-powered generating units being plant. In helping plants meet stnct air po!!u
financed and built by the five CAPCO tion standards, the process will produce
companies: Ohio Edison Pennsylvania ash and solid sulfur by-products which wi
Power. The Cleveland Electnc illuminating require minimal disposal. Following suc-
Company. The Toledo Edison Company cessfu! demonstraton. larger capaaty plant
and Duquesne Light Company. are expected to be built by Allis-Chalmers.

Construction that began in 1974 con- To date, we have contnbuted 52.3
tinues at the 54 billion Perry Nuclear Plant million to the project. with 51.5 mdlon
in North Perry. Ohio, which is being built more scheduled through 1984.
and will be operated by The Cleveland
Electnc llluminating Company. The System Load Management
1.205-megawatt Unit 1 is now about 80 Program Reduces Demands
percent complete and scheduled for com-

Through our load management pro-mercel operaton in May 1984. The
1.205-megawatt Unit 2 is also progressing gram we are actively encouraging our

customers to modify their time of electncalwell and is scheduled for commeraal oper-
use-in effect. to shift their loads to off-ation in May 1988. Ohio Edison and

Pennsylvania Power will own 35.24 eak penods sn that system peak demand

percent. or 850 megawatts. of the total is reduced without adversely affecting elec
nm W mm of Ngenerating capaoty from these nuclear

program is to either help cusromers shift

Beaver Valley Unit 2 at Shippingport, existing loads r help to design new
customer loads to operate at off-peak

Pennsylvania, which is being built and will
penods. Shifts to off-peak help reduce thebe operated by Duquesne Ught Company,
need for c stly new generating plants tois about 50 percent complete. Constructon

began in May 1974 and commercal oper- met peak Mad aM May N ume
when we will have to finance and putaton is scheduled for May 1986. The

faowes into ha833-megawatt unit. of which we will own
in 1981, the program resofted in a reduc41.88 percent, or 349 megawatts. will cost

ton of 20 mgawans in average systeman estimated 52.4 billion.
peak demand. Over the five-year penod

The projected rate of growth for Coal Gasification Research Project beginning in 1977. we were aue to
reduce our customers' cont'Ibution to pea

customer demand is approximatery 2 Along with the Allis Chalmers Corpora- system aemand by 132 megawatts.
percent per year for the pered 1982 ton. the state of lilinois. and a number of Large industnol and commercial cus-
through 1991. With the three nuclear other utilities. We are partiopating in a tomers were pnmanly responsible for the
generating units scheduled for commeraal 5135 million coal gasification research pro} results achieved. Residential customers are
operation in the mid- to late 1980s. ect at lilinois Power's Wood River Plant encouraged to install load control devices
adequate generating capaoty should be near East Alton. Illinois The project is in- and change the time of use for major
available to meet the energy demands of tended to demonstrate the feasibility of appliances.
Our customers with adequate reserve converting a high-sulfur coal. like that found
margins wellinto the 1990s. in Ohio, to a clean-burning gaseous fuel.

Power supply Planning - - 54.200.000.000 Right: The more than 7.600 men and w om
who make up Ohio Edison and PennsyFvan

f_ Power know the importance of provid ng
| '"" *"s with g d snWce Then sWs W
)

-- $3.500.000.000 hard work are the primpry re7sO9 thPt W e
L Construction Work in Progress j deliver service w hich is 99.9 percent rei.abie.

IC Net Utihty Plant in Service i -- 52.800.000.000
I i , c

'
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I i % t -- 51.400.000.000
t ' t -

'

N%%%
L

--5 700.000.000
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Customer Relations Management Changes Employees
Customer Contact Board Members Retire Employee Programs

Oho Edison and Pennsylvania Power in 1982 three members of the Board of On December 1. employees were
stuve to maintain good customer relations. Directors will retire. following a 1980 Board mailed a statement hsting their indMduM
in 1981. over 300 employees attended the resolution which makes members inehg!ble hea!!h. hfe, and pension benefits. Annually.
training program on " Handling Customer for nomination by the Board if they are 69 a similar statement will be prepared and
inquines and Complaints " Also, meetings years or older. Accordingly. D. Bruce mailed to help maintain employee aware-
have been held with customers to help Mansfield. Fred H. Zuck, and John L. ness of the value of benefits they receive.
them find ways to use electnoty more Feudner. Jr.. wi!I not be designated for in October. we estabhshed an Employee
efficently and at less co>t reelecDon at the 1982 Annual Meeting of Suggeston System, which encourages

The Companies have maintained a pro- Stockholders Mr. Mansfield, whose career employees to submit ideas for reduong
gram of monthfy meetings. through divF with the Company spanned nearly 35 operating costs and improving productivity.
sons. with seven customer panels of 10 years. served as president of Ohio Edison Work has begun on a new 5700.000
to 15 volunteers. These customer panel and Chairman of the Board of Pennsylvania classroom faality at the Employee Training
members rekly our informaton to the Power. He is widefy recognized for his Center in Ma<sillon. Ohio. The build:ng.
organizations they represent. such as contributions to the electnc utility industry which is scheduled for 1982 completion.
senior otizens. labor minontres. and sooal and the community. Mr. Zuck. a director willinclude a high bay area with poles
service agenoes. In addition. in 1981, since 1960. was formerfy Chairman of the enabling trainees to learn climbing skills
Speakers Bureaus and Customer Services Board at the Sandusky Foundry & Machine without weather interrupton.
employees from both Companies gave Company Mr. Feudner. Executive Director Also, through coordinating our manage-
energy-related t#ks to 4.755 groups which of Akron Community Trusts, served as ment development activities with the
totaled 124.823 partiopants. director since 1967. University of Akron. 545 employees

We are grateful for the long and active attended training courses designed to
Statement Billing Instituted service these men provided Their leader- improve their managenal effectiveness.

In August. the Company replaced its ship and wisdom wi!! be missed
postcard birls with statement bills malled in Affirmative Action Promoted
envelopes This new billing format will New Board Members Elected Ohio Edison is committed to Equal
enable us to better meet mailing of infor- At the 1981 Annual Meeting of Stock- Employment Opportunity and Affirmative
mation to customers frequently required by holders in Apnl. two new members were Action Programs This commrtment is
law and regulators. and at the same time elected to the Board Donald C. Brassus. supported by partiopaton in responsible
provide the means for including other president of The Tappan Company. programs to improve the employment
messages of customer interest. Mansfield. Ohio. and Genn H. Meadows. opportunities of minontres. females. the

president of the McNeil Corporation, handicapped, and veterans.
Customer Attitudes Akron. Onio.

Penod.calfy, we conduct surveys to
determine customer attitude about our
servKe and identify the subpcts of their
concern Of 500 Ohio Edison custorners
surveyed in August. 93 percent of re-
spondents considered electnoty an average
to above average value. and the same
numtier indrcated that we provtfe good
service.
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Ohio Edison Company
Officers Board of Directors
Justin T. Rogers, Jr. Donald C. Blasius Frank C. Watson
Presdent Presdent of The Tappan Company. President of The Youngstown Welding
Victor A. Owoc Mansfield. Ohio, manufacturer of and Engineenng Company.
Executive Vice Presdent microwave ovens. appliances, kitchen Youngstown. Ohio, fabricator of non-

c binets and bathroom vanities. ferrous alloys. Member. NominatingDouglas W. Tschappat
Executive Vice Presdent Member Nominating Committee. Committee. Audit Committee.

William A. Derrick Robert G. ZimmermanLynn Firestone
Senior Vice President independent Electrical and Mechanical Senior Vice Presdent of this Company.

Engineering Consultant, also President of Member. Nominating Committee.Robert J. McWhorter L isu indusmes. Inc, Sandusky. Ohio. Fred H. ZuckSenior Vice Presdent developer of real estate and resdential Retired-formerly Chairman of the Boa'Ro rt G l rman building. Chairman. Salary Committee. of Sandusky Foundry & Machine
John L. Feudner, Jr. Company, Sandusky Ohio.Russell J. spetrino Executive Director of Akron Community manufacturer of cenmfugal castings.Vice Presdent and General Cwnsel Trusts. Akron. Ohio. Chairman. Audit

Frank E. Derry Committee. Member. Finance Committee.
Vice Presdent Dr. Lucille G. Ford
Clyde W. Frederickson Vice President and Dean of Business
Vice President Administration. Economics. and Director.
Donald J. List Gill Center for Business and Economic
Vice Presdent Education. Ashland College. Ashland.
William B. Marvin Ohio. Member, Nominating Committee.
Comptroller Finance Committee.

Gregory F. LaFlame Robert L. Loughhead
Secretary President of Copperweld Steel Company.

Warren. Ohio. manufacturer of carbonH. Peter Burg
and alloy blooms. billets. and bars.

Treasurer
Member. Salary Committee.

Warren G. Fouch D. Bruce Mansfleid
Assistant Comptroller Retired-formerly Presdent of this
Charles N. Glasgow Company and Chairman of the Board of
Assistant Secretary its subsidiary. Pennsylvania Power
Joanne Martin Company. Member. Audit Committee.
Assistant Secretary Glenn H. Meadows
Mark T. Clark President of McNeil Corporation. Akron.
Assistant Treasurer Ohio. manufacturer of industrial and

automotive lubrication systems, pumps.
Division Managers systems for automated production and
David R. Gundry material handling, heating and air
Akron Division C0"d'tioning equipment, swimming pool

chemicals and equrpment. and automaticAnthony N. Gorant beage dispensingtontrol systems.Bay Division
Member. Salary Committee.

James E. Markle
, Victor A. Owoc

Lake Ene Division
Executive Vice President of this

Malcolm E. Cash Company. Member. Finance Committee.
Mansfiek1 Division Justin T. Rogers, Jr.
Donald L. Rearick, Jr. President of this Company and Chairman
Manon Division of the Board of its subsidiary.
N. Rod Monahan Pennsylvania Power Company.
Spongfield Division Chairman. Finance Comm;ttee.
Robert E. Dawson Nominating Committee.

To Lef t: trear D. Bruce Manstreld.Stark Division Douglas W. Tschappat Fred H. Zuck. (front) Justin T. Rogers. Jr..
David C. Bixler, Jr. Executrve Vice Presdent of this and John L. Feudner. Jr.
Warren Drvision Company. 7,p p,gn,. pert to rignti nedert L. Loughhe.d
Peter A. Fetterolf Robert G Zimmerman. Glenn H Mead?w s

Youngstown Division and D ugfas W. T schappat

Bottom: pef t to right) Dr Luoi;e G. F e'd
Frank C. Watson. Donald C. E!asus
Victor A. Ow oc and Weiham A. Derric k
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Management Repoft The A e Commrttee conststs of three non-emp!oyee drec-
The consoidated fnanaal statements were prepared by the tors whose duces include: inquay into the number, extent.

management of Oho Ed: son Company, who takes respon. adquacy and valdry of regular and speaal aud:ts conducted
sc@ for ther integoty and objectrwty. The statements were by independent public accountants and the internal aud: tors.
prepared in conformity wrth generalty accepted accounung the recommendaton of independent accountants to condu:t
pnnoples and are consistent with other fnanaal informaton the normal annual audtt aiid speaal purpose audits as may be
app-anng elsew here in this report. Arthur Andersen & Co., in. required, and reporing to the Board of Directors the Comm:'
ce;rndent public accountants. have expressed an opinion on tee's findogs and any recommendaron for changes in stog

,

the Company's finanaa! statements, as shown on page 40. methods. or procedures of the audinng functons. The Aur
The Company's interna! auditors. who are responsible to Committee held three meetings dunng 1981.

the Audt Commctee of the Board of Drectors. revew the
resuits and performance of operaDog unrts wchin the Com-

r pany for adequacy, effectrvencss and rehabity of accounting .

d reportng systems. as wed as managena; and operatng

| V. A. Owoc W. B. Marvn
Executive Vice President Comptroller

,

Chref Financial Ofncer

.

;

,

' .; >> d; - -

'9 . ; ; |.y' 7 7 .. , , -
;

.

Results of Operations due pomanty to increased sales of sho't-term power to cp
utilztes. In add. ton to the effect of rate increases in 19&'Results of operaDons for 1981 showed a sign / scant im_

provement over 1980 resuts with the Company achevng a approximately one-fourth of the revenue increase in that ys
was due to increased fuehrelated revenues. Kriowatt-nourrate of return on average common equ.ty of 14 6% com_
sales to customers other than utilites increased 1.4% in 1981'

pared to 9 7% and 112% n 1980 and 1979. resp &trvely.
Two unusual factors were present in 1981 which helped to n. after havng decreased 2.8% n 1980. The 1981 ncrease was'

crease earnngs Fest, was an a'ter tax extraordnary gan of prnopa y the resoft of a 5 0% ncrease in kilowatt-hour sales
to ndustnal customers.$ 14.04 2.000 apphcable to the Company's purchase of

565.821.000 prnapat amount of its outstandng fast rnort- The pnce of fuel has been ncreasing from 1979 through
gage bonds This procyam is further described below. Second. 1981 but the increase in fuel costs n 1981 compared to 1980
was the success'ul settlement of a claimed Pennsylvania tax is pnmanfy due to greater quantites of fuel consumed This

L hab6ty whrch the Company, along VWth other utstes. had was due to the combned effect of plaang Bruce Mansfeld
deputed The Company had made provison for possible pay- Unit No. 3 into commeraar operaton n late September 1980
ment of the tax from 1977 through 1979; this settlement re- and the improved generating unit availabi|ity acheved in
suted in an ncrease to 1981 net ncome of 57.012.000. 1981 compared to 1980 Were it not for the deferral of Quarto
Absent these two factors, the average return on common coal costs. however, total fuel costs would have ncreased by
equ ty wou:d have been 12.9% in 1981. approximatefy 543.200.000 more than the reported ncrease

Rate increases imp;emented by the Companes in 1981 for 1981 (see bekr,v and Note I of Notes to Conso! dated
were the major factors toward the marked eamngs improve- Financiar 5tatements). Reduced dependence upon generaten-

ment. Approxrmatefy twcrtheds of the ncrease in operatng from more costfy o:Ffired units n 1980 held down the increase
revenues is a result of those rate increases The remainder was in total fuel costs by approximatery 519.000.000 under the

22-
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amount that the continua!y increasing pnces for coal and oil in order to strengthen its common equity base by taking ad-'

would have otherwise produced in that year, vantage of existng favorable market condfdons. the Com-
The large reducton in purchased and interchanged power. Pany began a program of purchasing certain amounts of its

net, n 1980 resuked pomanty from improved generating unit outstandng first mortgage bonds and preferred stock dunng
performance compared to the pror year. The increase n 1981 the first half of 1981. The purcha.e of $65.821.000 prinopal

reflects a reducton of power deirveries to other utilites classi- amount of first mortgage bonds and 26.650 shares of pre-
I fed as " interchange" power. Instead the Company sold sub- ferred stock under this program helped to increase the com-

' ~ '

stantially more short-term power, which is included in operat. mon equity rato from 34.2% at December 31.1980 to 35.7%|
ng revenues on the Statements of Consohdated income, as at December 31.1981.
discussed above. Comparing net power transactons wrth New methods of fnancing initiated by the Company in;

other utilities by comb nng the short-term sales and net pur- 1981 included estabhshing a wholly-owned fnance sub-,

chased and interchanged power expense, the Companies sidery. Ohio Edison Finance N.V. (Fnance), and arrangements
moved from a " net buyer" positon of 513.700.000 n 1980 to entered into with Oho Edison Fuel Corportaton (see Note 5
a " net seller ** positon of $44.600.000 in 1981. of Notes to Consohdated Financia! Statements). Because of;

Apprc,ximately one-third of the total increase in other oper- the effect of certain tax treates. Fnance is better able to attract,

ation expenses is attnbutable to the increased operaton of funds available from European investors than the Company!

Bruce Mansfeld Unrt No. 3 and Beaver Valley Untt No. I in and has enhanced the Company's fnanong fexibilrty by
1981 compared to 1980. Correspondng'y, substantialty all of allowing it to take advantage of lower-cost money which
the decrease n 1981 maintenance expense was from the re- may exrst from time to time in foreign money markets. e

su! ting reduced mantenance at Beaver Valley Unit No.1. The The Company took advantage of a provision of the Eco-
Companes' maintenance costs had been rising substantia!?y nomic Recovery Tax Act of 1981 by selling tax benefits asso-,

.

in pror years because of efforts toward enhancing the avail- ciated with property placed in service n 1981. The Company
'

I abihty of their generating units, the results of which have been received approximatefy $37.500.000 from the sale. This trans-
and cated above. acton has greatly accelerated capital recovery associated with

! The signif cant increase in misceIIeneous income included in this property since available tax credits and depreciaton de-
other ncome and deductons is mainty attnbutable to interest ductions would probably have taken many years to realize in
earned on funds he|d in escrow for the constructon of pollu- full.

'

; ton control facilites at the Companes' generarng units. The Companies have deferred approxmately $63.400.0004

t increased nterest costs of 53% and 28% in 1981 and n unrecovered costs apphcable to Quarto coal as discussed in
1980. respectively. reflect significantty increased interest rates Note 1 of Notes to Consolidated Financial Statements. The
and increased borrowings dunng both years. The Companies Company was granted an allowance in a 1981 rate order fort

issued approximately $316.000.000 of new intermedate and the additonal fnanong costs which result from the deferred,

long-term debt dunng 1981 having nterest rates which range recovery of the coal costs, but that allowance amounts to an
,

from 8-l/2 % for unsecured poiluton control notes to 18-3/4 % ~ annual return of onty 4.3 % based upon unrecovered costs as
for first mortgage bonds. In addition. 5167.500.000 and of December 31.1981.+

$15.000.000 of fnanong was completed through the Ohio The Supreme Court of Ohio decision declaring the impro-
Edison Energy ' rust and the Ohio Edison Fuel Corporaton in prety under Ohio law of recovenng the costs of a terminated

- 1981 respectrvely, e average costs of 18.7% and 13.9%. re- construction project through electnc rates, as service related
spectively (see below and Note 5 of Notes to Conso!idated costs, had an impact on 1981 operations. As a result of that

i Finanaal Statements) Average short term borrowings in 1981 decision, the sale of common stock onginalty planned for
i were at approximatey the same level as in 1980, however August was delayed until November. Also, an offering for

the average interest ' ate on those borrowings increased from $ 75,000.000 prncipal amount of first mortgage bonds. which
14.9% to 18 0%. had been pnced to carry an interest rate of 16-7/8%. was

Informaton wrth respect to the estimated effects of inflaton withdrawn in July after the Ohio Supreme Court decison.;
,

! upon the Comp,nies is given in Note 10 of Notes to Con- The bond sale was delayed until October at which time the
'

sokdated Finanv al Statements. interest rate was increased to 18-3/4%. That de:ay wi!! in-4

Capital Resources and Liquidity crease the Company's totalinterest costs by over 514.000.000
The cost of the Companies' construction programs over the until the bonds mature in 1991. However, in light of the Ohio

last five years was approximate!y $2.300.000.000. which re- Supreme Court decision, the Company made appbcaton for,
quired permanent fnanong (net of debt and preferred stock and was granted, an emergency rate increase effective

i

; redemptons) of $1.400.000,000, in additon to the incurrencey August 1.1981, which is designed to provide additional an-
of long-term obhgatons of 5447.500.000. The Companies ex- naul revenues of $90.000.000.' ~

T pect to spend approxmatery $2.900.000.000 for new con- The Company filed an application with the PUCO for a rate
I structon from 1982 through 1986. A major porton of this increase in January 1982 which would increase annuai reve-

new constructon wili be funded through the issuance of nues by approximatery $1I7.700.000. This increase would
<

additonal secontes. In add. ton, the Companies' debt mature take effect in the latter part of !?82. In a January 1982 dech<

tes and preferred and preference stock sinking fund require- sion, the PPUC granted Penn Power a rate increase whichr

ments amount to approximately 5422.500.000 dunng tfus will add approximatety $24.900.000 to its annual operatng
fiveyear penod evenues.-
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1981 1980 1979 1978 1977
'

(In thousands. except per share amounts)
Operating Revenues . .51,279,649 51.090.869 5 994.585 5 862.956 5 796.289
Operating income. 5 252,381 5 169.383 5 163.744 5 123.945 5 146.508 5

*

income Before Extraordinary item .5 183,020 5 135.150 5 134.807 5 86.030 5 I I i.574
Net income . .$ 197,062 5 135.150 5 134.807 5 86.030 5 I i 1.574

: Net income for Common Stock . .$ 163/J92 5 101.403 5 105.120 5 61.25 5 87.863

Earn.ngs per Share of Common Stock:
(based on weighted average number of
shares outstanding dunng the year)

income 8efore Extraord: nary ttem. 52.10 $ 1.52 51.80 51.19 51.97

Net locome for Common Stock $ 2.30 51.52 51.80 51.19 51.97

Divdends Declared per Share of Common Stock 51.76 51.76 51.76 51.76 51.715

Total Assets at December 3I .54,456,130 53.979.965 53.446.454 53.010.9I4 52.715.903

Preferred and Preference Stock
Subject to Mandatory Redemption . 5 151,141 5 156.450 5 150.850 5 98.000 5 98.000

Long Term Debt . .51,759,771 51.594.384 51.410.782 51.343.195 51.!89.821
h Energy Trust and Nuclear Fuel Obligations .5 447,484 5 265.000 5 - 5 - 5 -

[ ; . ', ,7 Dslr$ h $)i r

The Company's Common Stock rs listed on the New York and Mdwest Stock Exchanges and is traded on other registered exchanges
'

Price Range of Common Stocke

1981 1980

F#rst Quarter Hgh-Low 13 11-3/4 15-I/4 II-3/4
Second Quarter High-Low . 13-1/2 11-7/8 15 12
Third Ouarter High-Low. 12-7/8 11 I4-7/8 12-1/2.

Fourth Quarter Hgh-Low 13 11 13-l/2 Il-1/8
Yearty High-Low 13 11 15-l/4 11-1/8

Pisces are as quoted on the New York Stock Exchange Composite Transactions.

g[ sf)ffj-['i)f ,jd[Ujd fI k[$[ }'i( Qli 3fr
; .s.c 3s, 3-L' ')' b ut _ic hst $h i > $1h

i Holders of Record Shares Held

Number % Number %

h. lodrviduals . 161.551 88.4 41.689.691 53.0. .

'

F#ducanes 16.853 9.2 3.568.427 4.5.

. Brokers. 66 - 473.905 06. . .

Nornnees 995 0.6 30.415.022 38.7

k Banks & Financiar institutions . 50 - 104.404 0.I.

[. Insurance Companies & Other Corporat>ons . I.594 0.9 f.438.371 1.8
(

i Chantable, Religious & Educationalinstitutions . 552 0.3 441.873 0.6.. .

E Pensions. Profit Shanng & Other investment Trusts . . . . . 1.117 0.6 544.0!O 0.7. .

U TOTAL. 182.778 100.0 78.675.703 100 0
'

t
If As of January 31,1982, there were 193.434 holders of 78.774,I78 shares of the Company's Common Stock.

Quarterfy drvidends of 44C per share were paid on the Company's Common Stock donng 1981 and 1980. Information regarding retained l

,
earnengs ava!!able for payment of cash dividends rs given in Notes 2 and 4b.

C
!

c
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h
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I Ohio Edison
! . .; y2 - a n . ,; % m m.

/

{ For the Years Ended December 31 1981 1980 1979

f (in thousands, except per share amounts)

I OPERATING REVENUES . 51,279,649 51.080.869 5994.585

I
j OPERATING EXPENSES AND TAXES:

i Operation-
[ Cost of fuel 413,698 364.894 316.536

| Purchased and interchanged power, net 29,321 26.089 60.313

Other opercion expenses 195,075 170.351 138.7I2

Total operation . 638,094 561.334 515.561

Maintenance . 124,213 127,935 102.936

Provision for depreciation 95,830 85.455 81.224

i Amortization of terminated construction projects (Note 2) 3,995 - -

! General taxes 84,316 85,143 89.122
I locome taxes . 80,820 51.619 4I.998

Total operating expenses and taxes. 1.027,268 911.486 830.84i

OPERATING INCOME 252,381 169.383 163.744

OTHER INCOME AND DEDUCTIONS:,

} Allowance for equrty funds used during construction . 60,421 57.715 50.57I

Miscellaneous. net . 17,021 2.104 1.399
;

} Income taxes-credit . 53,360 37.017 21.189
.

Total other income and deductions . 130,802 96.836 73.159'

TOTAL INCOME . 383,183 266.219 236.903
,
,

i

f NET INTEREST AND OTHER CHARGES:

| Interest on long-term debt 166,378 147.290 108.401

Interest on long-term obijgations (Note 5) 69,183 5.057 -

Allowance for borrowed funds used during,

| construction. net of deferred income taxes . (67,381) (48.814) (29.388)

i Other interest expense . 26,378 22.304 18.423

Subsidiary's preferred stock dividend requirements . 5,605 5.232 4.660I

Net interest and other charges 200,163 131.069 102.096

f INCOME BEFORE EXTRAORDINARY ITEM . 183,020 135.150 134.807

[ EXTRAORDINARY ITEM-Gain on reacquisition of first mortgage

j bonds. net of related income taxes (Note 8) 14,042 - -

i NET INCOME . 197,062 135. I SO 134.807

! PREFERRED AND PREFERENCE STOCK DIVIDEND REQUIREMENTS 33,170 33.747 29.687

[ NET INCOME FOR COMMON STOCK _ $ 163,892 5101.403 5105.120

h WElGHTED AVERAGE NUMBER OF SHARES OF COMMON

! STOCK OUTSTANDING 71,180 66.683 58.290
!

-

) EARN |NGS PER SHARE OF COMMON STOCK

[ (based on weighted average number of shares
i outstanding during the year):
k income before extraord, nary item (after preferred and

preference stock dividend requirements) . 5 2.10 $ l.52 5 1.80

Extraordinary item . .20 - -

<

[ Net income for common stock . 5 2.30 5 1.52 5 1 80
i
}, DIVIDENDS DECLARED PER SHARE OF COMMDN STOCK . 5 1.76_ 5 1.76 5 1.76

k The accompanying Notes to Conso! dated Financal Statements are an integral part of these statements.

2?,

: -- - ,.



i

,

;ei D.|OIsD Os
'

, a s:

At December 31 1981 1980
I

. ASSETS (in Thousands)
UTlUTY PLANT:

lo seruce. at orig:nal cost . .. ... $ 3,160,271 53.010.662
'

Less- Accumulated provison for depreciaton 871,740 806.739
2,288,531 2.203.923

Construction work in progress. . . . 1,112,810 948 226
Energy trust construction (Note 5) . 434,412 270.057
Nu: lear fuelin process (Note 5) . 32,004 13 059

3,867,757 3.435 267
OTHER PROPERTY ANDINVESTMENTS 43,338 54 946
CURRENT ASSETS:

Cash . . . ..... . 11,746 12.924
Temporary cash investments, at cost which approximates

market salue . 4,300 -

Recen, ables-
Customers Oess accumu!ated provison of S 1.863.000 and

S 1.247.000. respec Dvery. for unconectcle accounts) . 105,037 96.566Othere 26,809 37.975
Matena's and supphes. at average cost-

Fuel. 84,503 93.861
Other . .. 40,602 34,393

Prepayments and other . 18,962 14 26?
291,959 29007'

DEFERRED DEBITS-
Deferred fuel and energy costs .. 61,537 12.I44
Property taxes app 3 cab:e to subsequent penod ....

; Unamortved costs of terminated construction propcts (Note 2)...
41,450 38.772
96,489 99.997

Other 53,600 48 F32
253,076 199.745

$ 4,4 56,130 5 3.9 79.96 c

CAPITAllZATION AND LIABILITIES
CAPITAUZATION (SW Statements of Consohdated Capitalizaton)-

Conimon stock houers' equy . $ 1,228,486 51.066.957Preferred stock-
Not subject to mandatory redemption 262,851 265.525
Subrect to mandatary redempton ... 68,000 72.0C0

Preference stcKk subject to mandatory redemption 56,843 57,250
Preferred stock of consohdated subsdary-

Not subject to mandatory redempton . 41,947 41.947
-

Subpct to mandatory redempoon 26,298 27.2N
[ Long term debt . 1,759,771 1.594.394
j. 3,444,196 3 125 263
i

LONG-TERY OBUGATIONS (Note 5).
Energy trust 432,500 265.000
Nuc! car fuel 14,984 -

( 447,484 265 000

f CURRENT UAB.'LITIES-
, Current maturt!es of long term debt and preferred stock 7,581 157.000

Ndes pa)Ce to banks (Note 6) . 74,400 41.482
Accounts payable . 142,718 |03.525
Ac crurd taxes . 47,074 59.159

(: Au rued interest 39,982 39.697, ,

Other .q 25,468 21.840
337,223 422 703

DEFERRED CREDITS:
Acc umu'ated deferred income taxes .. 124,279 84.630
Accuma:ated deferred investment tax credits . . 40,646 28.743
Property taxes apphcabie to subsequent perod 41,450 38.772r

'

Other 20,852 14 854
227,227 166 999

COMM:TMENTS. GUARANTEES AND CONTINGENCIES (Notes 2,3 and 7) .
54,456,130 53 979 955

. - - - - -

The accompanying Notes to Consohdated F nancia! Statements are an intecyal part of these balance sheets
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! At Decemt>er 31 1981 1980
i *

(in Thousands).

COWON STOCKHOLDERP EO'JTY;*

Commor 5:co 59 or sabe. author. zed 100.000.000 shres-s

78 675.703 rV t>6 526. l ?2 shres outstandng respectivey (Note 4a) . 5 708.081 5 616.736
Othe' pN n cetr . .

349.234 316 629r
Retarea ernay (Notes 2 and 40) . . I 71.19 f f 3? 592

1.228.486 1 076 957T: tai common stod houers' equdy . . . .'

Optonal Radempton Pnce,

I Nurroer d Shares
^q,'n '"9

3 Oastand.no,

! 1981 1980 Per Shre Thnuunds)

! PREFEF9ED STOCK (Note 4c)
'

. 5 ;03 cr varue-Cowa: as

Aatvle i t O 80 000 shares
!' NO? 5(EXCT TO MANDATORY
! Ft DE W T>ON

3 'G -7 24 % . 973 350 1,000 000 5103 375-100 000 5102.693 97.335 100.000

,
7 36 4 -B 20% . 800 000 800.000 106 520107 400 85.612 80.000 80 000

r < 8 64 'k -912 % . 850.000 850.000 106 48&l09 120 91.696 85,000 85,000

Prerms n - - - - $16 525

Tots not sub.*ct to
| mandatory red &ptron . 2.623.350 2 650 000 52% 001 262.851 265 525

-

1 '

$UBJECT TO M ANDATORY
'

FEDEWTCN (Note 4d)
10 4 9 k - 10 76 * 692 760 740 000,, 5107.860 11I.870 5 76 OA5 69,276 74 000

(f.276) (200ReJe*,*lon wthen one year . .

,

. . 68.000 72OTTora suMct to myidatory redempton .3

FEEFEFENCE stock (Note 4c)
1 Cumuutve no pr vatve-

Aasmca] 4 Or CO3 snres
-' 500 'ECT TO V ANDATORY

RE CE W TION (Nat? 4e)
| iM OD-5 IO2 50 5eres 27.000 27.000 58.095 0001.102 500 5 29.700 27.000 27.00]

i 5 t 80 5e es f.97310) 2 0n0.000 516 025 31.6 t 9 29.843 30 240'

TNa: subect to
rvuitory redempton . 2.Ono.100 2.027.000_ 5 61 319 56.843 57 256,

PFEFERef D STOCK OF CON 5000 ATED
$UPs.D *.c r (N;:e 4 )
CurnJaw 5 t00 pr va ue-r

Ar-w=: 740410 shres
Nm 5UBJECT TO MANDATORY

REDFWTION
4241 -916% 419 049 4'9 049 5102 990Ll07320 5 44 239 41.947 4'947

SJE'ECT TO Y AND ATORY
. hE DEWDON (Note 4J)

* 8 24 t - t f 00 * 267.994 272.000 5108 244II2.1!0 $ 29 460 26.798 27.200

(500) -

Re*mrf on wteun one year
26.298 27 293.arat sab,.Mt to mandatory redempron .

9

! LONG TEFY DEST (Nate 4')
F.rsi mo p p tnnds,

i Ohc Edw Company-
- 750.00010i 5e*s d se 198) .

-

31:4 * 5em u 1994 and 1965 .
.

50.491 50 491
414 * -IF 3=4'h Sem due 1986 t'vouft 2000 . , 325.000 250 000

....... ...

,

; 7 i 2 % -9 .4 * 5,ve due 1995 t'voutfi 2003 . . 280.798 325 000
8 314 - 151/2 A Se es L* 2006 through 2010 . 443.38 f 465 9Y)

i
1.099,670 1.240.491

renn%ama Powe, Comna,y-
214.805 t99 M5.

}
3 I 4 & -1&i/8 *. Seres cae 1981 through 2008 . . .

.
. I.314.475 1 44? 296f Totat fest martyy bonds .

I $Mu ed v=1 nt otNanonsr

ONf e CON.Aav-
j 19 73 5em A a,e ip nee est ra:e 5 621.due 1964 through 2008 . 35,000 35000.

30.453 30 453
t 1974 E * -8 W* Sees A n18 due 1990 through 2004 .

19 7t, 7 7% + W.es O cse 1992 throt>Jh 2006 . 40.000 40 000
.

8.186 8 186I9 75 7 L' + OtMm da* t 968 thrnuf12003 . . . , . , . . . . - .
53.000 53 000

,

19 N 7 % 9 A -4 20'8 SMes A F and G. dae 1995 through 2009 ,
. .

, ;
-

.

50.000 50.000
p 196C 10 6 - 10 l$ 6 se'es 8 due 1990 tnrotxy12010. , . . . . . .

f 4,275 -

t 95 ' 5e% H 6C it of headng pr cie due 1983 , . ,

230.914 216.639

.f ONr f d m Finrice N V -
t 199t t7 n. Ga ameed Notas. due !988 . 75.000 -

.

% Penman > Fase Company-'

t973- 9s153:4 lt -6 3/8 it and 60% of noating prime, due 1993 inrough 2007 53.606 4 7 96 t
.

359.520 26460] j
tot # secured notes pxf obhgatons . . . , . ... .. . .. . . .

I Uvu ed rwn cF OW Ed. son Cormany SI/2g-l}13/16%.cbe 1984 through 1986 . 176.000 50 000 |
.

75.686 -

Leu-Amnt nec ty Trustee .'

100.314 50 nnoic*av um u ed notes c/ Oho Edison Cormany (Note og .i
r . . . . ,.

(8.733) (5 5 ' 2)t' Net ur'a-vv*. tad dvount en dect'
, . . . .,

- .. .. .. .,

(5.805) O5590i Lnog tem &tN due wt%n one yer . . . , .

1.759.771 8544394
f Tats ong terre detx . . . . ,, . ,

TOT A cap T A1.i? ATIOrmore 7) , , , ,,,,lL444 M $3 P 29
|

'
The .Mompanyrv) No'es to Conddawc financia! Statement 5 are an ritegra! part of these statements.
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For the Years Ended December 31 1961 1980 1979

(in Thousands)
Bafance at beginning of period $ 133,592 5150.552 5149.615. . .. ..

Net income . . 197,062 135.150 134.807. .

; 330,654 285.702 284.422
J Deduct:
1 Preferred and preference stock dividends . . . . . . . 33,160 33.724 29.950t

Common stock dividends 126,030 118.137 103.356
Capitalstockissuance expense

. .. . ..
'

273 249 564
>

. . . .. .. ..

159,463 152.110 133 870
Balance at end of period (See Notes 2 and 4b for dividend .

, g restriction) $ 171,191 5133.592 5150.552. . . .

! ''. i 7t:., ->ia !/ C . r 'Q t..~i[Ir D. I..J r | bel N> , ' dim k{
_

- . . .. y. . s an

t: * *e . I[s_,
'

.3 ht l

j
Preferred and Preference Stock

)

Subject to
j Not Subject to Mandatory
-

Common Stock Mandatory Redempton Redemption '

. Other Par or
i

Y
' Number Par Pad-in Number Par Number Stated

of Shares Vafue Caprtal of Shares Value Premium of Shares Value

(Dolfars in Thousands)
1 Ba ance January I.1979 52.120.230 5469.082 5232.422 3.069.049 5306.905 5 567 980.000 $ 98.000

Sale of Cornmon Stock . 6.000.000 54.000 4 f.820 - - - - -
,

Drvdend Reinvestment Plan 1.502.139 13.520 8.068 - - -

Sale of Preference Stock-
- -

1

I 595.00 5eres . - - - - - - 9.000 9.000.

5102.50 5eres . - - - - - - 18.000 18.000
! 5180 5enes . - - - - - - 2.000.000 30.250
i Sinking Fund Redemption of
.| 10.76% Seres of Preferred
i Stock - - 79 - - - (20.000) (2.000)

L Ba:ance. December 31.1979 . 59.622.369 536.602 282.389 3.069.049 306.905 567 2.987.000 153.250
; Sale of Common Stock . 6.500.000 58.500 25.805 - - - - -

r Drvdend Reinvestment Plan 2.403.803 21.634 7.979 - - - - -

, . Safe of 10.50% Seres of
j ; Preferred 5tock . - - - - - - 100.000 10.000
; Preferred Stock Sinking

Fund Redemptions-i

, 10.48% Seres - - 260 - - - (20.000) (2.000)'
10.76% 5eres - - 175 - - - (20.000) (2.000).

. . I I .00% Seres . .
-~ - 21 - - - (8.00C) (800)

Balance. December 31,1980 . 68.526.172 616.736 316.629 3.06Y.049 306.905 567 3.039.000 158.450 4

Safeof CommonStock . 7.000.000 63.000 21.875 - - - - -

'
! Dvdend Reinvestment Plan 3.122.631 28.103 7.751 - - - - -

| : Preferred Stock Sinking
; ;f Fund Redemptons-

10 48% Seres - - 585 - - - (27.240) (2.724)
">

.. .
i 10.76% Series - .- 361 - - - (20.000) (2.000), , .

[. t 1.00% Seres . .- 53 - - - (4.016) (402); .

!
~

Other Preferred Stockf,

Redemptions-
} 3 90% 5eres 271 (3.790) (379)-- - - - -

' 4.40% 5eres . . . . . . . 254 (3.720) (372) (3) - -- .-

4.44% 5eres . .*
.- - 902 (13.440) (1.344) (6) - -

i 4.56% Seres .. . . - - 386 (5.700) (570) - - -
'

Converson of $1.80,

j Preference 5tock . 26.900 242 147 - - -
!

(26.900) (407)
'

I Ba:ance. Decamber 31.1981. 78.o75.703 5708.081 5349.214 3.042.399 5304.240 5 558 2.960.844 5152.917
a

. The accompanynj Notes to Consoldated Fenanoaf Statements are an integrar part of these statements.
N
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t 1981 1980 1979
- For the Yurs Ended Dec::mber 31

(In Thousands)
'

t SOURCES OF FUND 5:

) Income before extraordinary item $ 183,020 5135,150 5134.807

i Pnncipal non-cash items-
( Depreciation and amortization-

Charged to provision for depreciation . 95,830 85.455 81.224o

I Charged to other accounts . 1,318 1.282 1.596

Amort:zation of terminated construction projects 3,995 - -

Deferred income taxes, net . 99,179 83.536 18.921

; investment tax credits. net (772) (27.201) 13.815
' Allowance for equity funds used dunng construction . (60,421) (57.715) (50.57 !)

Deferred fuel and energy costs, net (49,393) (9.I14) 1.687

272,756 211.393 201.479

Less-Dividends on common stock . . . ..
126,030 118.137 103.356

| Davidends on preferred and preference stock 33,160 33.724 29.950

Net funds from operating activities . 113,566 59.532 68.173
14,042 - -

income from extraordinary item . .

(26,276) - -

Gain on reacquisition of first mortgage bonds. a non-cash item
,

| Net funds from earning activities 101,332 59.532 68.I73

Financing activities-
Common stock 120,729 113.918 117.408

Preferred stock . .
- 10.000 -

I Preference stock .
- - 57.250

95,000 322.000 20.000First mortgage bonds .
Secured notes and obligations 94,920 50.000 59.000

24,314 - 80.000Unsecured long-term notes. net .
Energy trust and nuclear f uel obligations ..

182,484 265.000 -,

'

f Retirement of long-term debt and preferred stock (202,336) (95.800) (32.000)
Increase (decrease) in notes payable to banks . 32,918 (150.517) 95.395

Sale of tax benefits
37,531 - -

385,560 514.601 397.053
,

Net change in current assets and current liabilities excluding
notes payable to banks and current matunties of long-term

,

i

| debt and preferred stock-
|

Temporary cash investments (4,300) - -

2,715 (29.171) (13.235)
.

; Receivables .

[ Matenais and supphes. 3,149 (33.843) (12.075)
39,193 1.474 6.500

i Accounts payable
Accrued taxes (12,085) (1.186) 13.734

g 397 12.323 (4.005)
y Miscellaneous, net

29,069 (50.403) (9.081)

"{ Other, net-
Construction funds held in escrow, including accrued interest 39,847 (20.938) (3.545)

Allowance for equity funds used dunng construction . .

60,421 57.715 50.571
r
i Deferred income taxes on allowance for borrowed funds (59,530) (38.690) (16.892)
! used dunng construction

I1,345 (6.797) (9.533)
J Miscellaneous net .

52,083 (8.710) 20.601
[
; GROSS PROPERTY ADDITIONS.

$ 568,044 5515.020 5476.746

t
!

}
The accompanying Notes to Consohdated Financiar Statements are an rotegral part of these statements.
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For the Years Ended December 31 1981 1980 1979

(in Thousands)
GENERAL TAXE5

Rea! and personal property 5 39,193 5 37.183 5 41.042
State gross receipts (i) . 34,144 38.753 41.127
Unemp!cyment and old age benefits . 8,010 6.408 5.569
fascel:aneous 2,969 2.799 f.384

Total general taxes . 5 84,316 5 85.143 5 89.122
PROVISION FOR INCOME TAXE5

Currently payab!c-
Federal 5 80 5 (3.043) 5 3.731
State 678 - I.234
Foreign 59 - -

817 (3.043) 4.965
Deferred. net (see below)-

Federal 96,218 81.105 17.954
State 2.961 2.431 937

99,179 83.536 18.92i
investment tax credits. net of amortization (ii) . (772) (27.201) 13.815

Totaf provision for income taxes . 5 99,224 5 53.292 5 37.701
, INCOME STATEMENT CLASSIFICATION OF
'

PROVISION FOR INCOME TAXE5
Operating erpenses . 5 80,820 $ 51.619 5 41.99E
Other income . . (53,360) (37.017) (21.18si
Allowance for borrowed funds used during

construction . 59,530 38.690 16 892
E xtraord. nary item 12,234 - -

Totar provision for income taxes 5 99,224 5 53.292 5 37.701
SOURCES OF DEFERRED TAX EXPENSE

Cost of terminated construction projects. net (Note 2) 5 5,197 5 33.181 5 -

Deferred fuel and energy costs. net 12,308 4.210 (SS1)
Excess of tax depreaation allowed pursuant to

; the Class Life ADR and ACRS depreaation systems. net 13,669 9.334 5.345
| Deferred interest on leased nuclear fuel. net . 9,567 - -

Other, net . (1,092) (1.879) (2.435),

39,649 44.846 2.029
Allowance for borrowed funds used during

construction. which is cred,ted to plant 59,530 38.690 16.892
Total deferred tax expense, net 5 99,179 583.536 5 18.921

RECONOLIATION OF FEDERAL INCOME TAX EXPENSE AT
STATUTORY RATE TO TOTAL PROVISION FOR INCOME TAXE5

Book income before provision for income taxes $ 296,286 5188.442 5172.50S

Federaf income tax expense at statutory rate 5136,292 5 86.683 5 79.354
Reductrons in taxes resu! ting from:

AIowance for funds used during construction,
which does not constitute taxab|e income (m) . (27,794) (26.549) (28.036)

- Excess of tax over book depreciation (2,422) (5.874) (9.918)
[ Other, net (6,852) (968) (3.699)

Total provision for income taxes 5 99,224 5 53.292 5 37.701

() Amount for 198I ocWes a credit of s14 352.000 appi<att to PennsyNania Exose Tau on Gross Raceigs accrued dunng the perKM Jan ary I.1977u
thnwp December 31.1979. The tan. wht(h was enacted in 1977. was repend effective January 1,1990 and hJd been the subject of larga',on A
'eTe*ent nJs reAhed O Cea nter 198f wtMb provded fOr payrrent of aigvonmatdy s1.596 000. representn; 10% of the clamed tn Le 'm

(r) Ar%nt for 1980 reflects the reverui of previou?y recordr*d investment ian credits and re!ated amortzation. carred forward due to the ca<rytaa ofth
ret opvating losses,

(4 Represents the tan e" acts of the equty porton n 1991 and 1980. and the equty portion au 25% of the Commny's detx portion o 1979

The accompanying Notes to Consolidated Finanaal Statements are an integral part of these statements.
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| The consolidated financial statements include Ohio Edison ing issued January 27.1982, deferred any action on the
-} Company (Company) and its who!!y-owned subsidiaries Company's request untilits next such hearing. In the mean-
! Pennsylvania Power Company (Penn Power) and Ohio time the Company will continue to defer and accumulate
? Edison Finance N.V. (Finance). All significant intercom- the cost of Quarto coalin excess of generally prevailing
' pany transactions have been ehminated. The Company market prices.,

and Penn Power (Companies) follow the accounting Poor to May 1.1981, Penn Power deferred certain increased
| pokoes and practices prescribed by The Public Utilities energy costs which it estimated would be bilfabfe to most

Commission of Ohio (PUCO), the Pennsylvania Public Utili- customers in future periods, in accordance with the energy
ty Commission (PPUC) and the Federal Energy Regulatory clause adopted by the PPUC. The energy clause provided
Commission (FERC). The more significant polices are sum- for: || the recovery or refund, over a six-month penod

. marized below. beg:nning two months after incurrence, of energy costs
Revenues which differed from established base energy costs; and 2)
The Companies' residential and commercial customers are an adjustment for any over or under co!'ection resulting
metered on a cycle basis Revenue is recognized for electnc from the operation of the clause. Effective May 1.1981. by,

j service based on meters read through the end of the order of the PPUC. a "levelized" energy cost rate (ECR)
i month. was initiated. The ECR in effect in 1981 was based upon

i Operating revenues and net income for 1981 include ap- the antiopated energy costs for the last eight months of
proximately 58.905.000 and 54.755.000 (5 07 per share of 1981. A new ECR which includes adjustment for any over-

or under cof|ection from customers will be recalculated. common stock), respectively, applicabr to a wholesare ratee
I increase requested by the Company and permitted by the each subsequent year in November with an effective date

FERC to become effective January 10.1981. which is sub, of January 1. Accordingfy. Penn Power defers the dif-
! ject to possible refund. Management believes that any ference between actual energy costs and the amounts re-

covered from its customers.
. refunds which may be required in inis case would not have

a matenal effect on 1981 results of operatior.s. In January 1981, the PPUC ordered that Penn Power not
i Deferred Fuel and Energy Costs include the cost of Quarto coal in its energy clause and

[ The Companies record the cost of fuel when it is con. subsequent ECR at more than generally prevailing market
i sumed, except as discussed below. prices pending completion of a PPUC investigation to

determine the reasonableness of the costs of Ouarto coal.I Effective August 1.1981. the Company replaced its fuel ad-
Penn Power has deferred 55.428.000 of such costsJustment clause (FAC) with a new electnc fuel component

(EFC). in accordance with a PUCO order. The EFC is an
through December 31,1981, of which $5.321.000 and

estimated fixed rate per kilowatt-hour included on customer 5107.000 is applicable to 1981 and 1980, respectively.

bills for a six-month period and is based upon fuel-related Reference is made to Note 7 for a further discussion of the

{-
costs for the preceding six-month period. Any over c. Quarto project.
under coficction resulting from the operation of the EFC

[ will be included as an adjustment to the new EFC rate in a Utility Plant and Depreciation
- subsequent six-month penod. Accordingty,in August 1981. Utility plant reflects the onginal cost of construction. in-the Company began defernng the difference between cluding payroll and related costs such as taxes. pensionsactual fuel-related costs incurred and the amounts re- and other fnnge benefits, administratrve and general costs

covered from its customers'; and allowance for funds used dunng construction (see
[ The PUCO has ordered that the Company defer and not AFUDC).
F include the cost of coal purchased from Quarto Mining
5 Company (Quarto) (see Note 7) in the FAC and subse. The Companies provide for deprecation on a straight-kne
[ quent EFC at more than generaffy prevaihng market pnces basis at vanous rates over tne estimatedijves of tne property.

{ without poor PUCO approval. At December 31.1981 such The effective composite rate for electric p! ant was 3.3% in
t deferred costs amounted to $57.935.000. of which 1981.1980 and 1979. The Company's deprecation rates
| 548.083.000 and 59.852.000 is applicable to 1981 and include provisions for the estimated decommissioning costs
t 1980 for its only nuclear generating unit in service. Penn Power

f
perm. respectively. In its order, the PUCO stated that it willit the Company to recover its actual Quarto costs. in- provides for the cost of decommissioning radioactive com-
cfuding the previously deferred costs, when the weighted ponents only, in accordance with a PPUC rate order..

I average pnce of Quarto coal for six consecutrve months
f approaches the level of 25% above the generafty prevailing Common Ownership of Generating Facilities
f mar'et price of comparable coat. The Company. in connec- The Companies and other Central Area Power Coordina-

tion with its regular semiannual fuel hearing. requested tion Group (CAPCO) companies own, as tenanu in com-
that the PUCO modify its present method for recovery of mon. vanous power generating fachties. Each of the com-
these costs. Although the Company beheves that the pan.cs is obhgated to pay a share of the costs of anyjointly
methods it oroposed at the heanng for recovery of the cost owned fachty in the same proportion as its ownership in-
of Quarto coal. including recovery of the deferred costs. are terest. The Companies' portions of operating expensesr

j reasonable, the PUCO in its order resulting from that hear- associated with thesejointry owned facihties are included in

a -
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the corresponding operating expenses on the Statements of on the Statements of Consohdated Taxes Deferred tax ex-
Conschdated income. The amounts reflected on the Con- pense resu!!s from timing d.fferences in the recognition of

g so:idated Balance Sheet under utiley piant at December 31. revenues and expenses for tax and accounting purposes
| 1981 include the following: The Companies allocate the income tax credit resu!!ing

Aumaw umy ccm a w from interest expense related pnmari!y to construction work

NY $ cMg 77 in pr gress, to income taxes-credit included under otherc,,, wq ue..
income and deductions on the Statements of Consohdatadg, y

L w s sm er s 12i.ssi s 22 esi s 2943o 6s an income.

Ya For income tax purposes, the Companies have claimed6n4n n.sn ic e3a so caw
Pa m vm s i . 38) i3719 ss 488 46186 52 sot liberalized depreciation (double-declining balance,,

i a$sf 2 2 guidehne hves. Class Life ADR System and Accelerated Cor
3

Recovery System (ACRS) provision methods) and. consq-r~ e siis2tes s i49 e44 si 3n n,
tent with the rate treatment, follow "normahzationi -

i aaa n a p ax o pa- v ey 2 accounting except as indicated on the Statements of Con-
s ated Tant

{ Ac nuclear fuelin process re:ates to the CAPCO units but is
not segregated among them. The Companies expect that deferred taxes not current!y

provided will be cocected from their customers when the
Nuclear Fuel taxes become payable. based upon the estabbshed rate
The Companies charge the cost of nuclear fuel to fuel ex- making practices of the PUCO. the PPUC and the FERC
pense based on the rate of consumption in add, tion, the

The Company received 537.531.000 in 1981 resu: ting
; Company includes in fuel expense the estimated spent

d m WWWm m mg Ad mnuclear fuel disposal costs which are being recovered from
service dunng 1981 in accordance with provisions of theits customers. The storage of spent nuclear fuelis necessary Economic Recovery Tax Act of 1981. Of the tota!.until the manner of ts disposal is determined, which mayi
512.675.000 was recorded as add.tional deferred invest-take many years. Penn Power received an a!!owance for
ment tax cred.ts on the Company's Consolidated Ba'ancethe estimated permanent disposa! costs in a january 1982
Sheet and will be amortized over thirty years. The rema,n-

'# U
ing 524.856.000 was recorded as a reduction to utikty,

Allowance for Funds Used During Construction p! ant in service and will serve to reduce the total provision'

(AFUDC) for depreciation over the life of the property.
AFUDC. a non-cash item charged to construction work in The Compan:es defer investment tax credits utihzed and
prog *ess dunng the construction penod. represents the net amortize these credits to income over the estimated IJe of
cost of borrov.ed funds and equity funds used for construc- the related property. At December 31.1981. approximately
tion purposes. AFUDC vanes according to changes in the 591.000.000 of unused investment tax credits were
level of construction work in progress and in the cost of avaifable to offset future Federal income taxes payable.,

capital. The Companies compute AFUDC utihz;ng a net of These credits expire at the end of the following years:
tax rate consistent with the rate treatment granted by the
PUCO and the PPUC. The rates used by the Company 1991. .518.000.000

'
were 9.84 %.1014% and 8.75% dunng 1981.1980 and 1992. 20.000 000
1979 respectively. Penn Power used rates of 8 50% .a 1993. 9.000.000'

1981 and 8 00% in 1980 and 1979. AFUDC appbcable to 1994. 7.000,000
'

long-term obhgations is based on actual interest accrued 1995. 33.000.000
dunng the penod (see Note 5). 1996. 4.000.000

p[ The Company's 1980 net of tax AFUDC rate reflects an ad. $ 91.000M
|

{ justment in the FERC formo!a used to calculate the rate.
in addition, the Companies had approximatelyb The adjustment resu'ted from a Company study which

b 520.500.000 of tax net operating losses at December 31 -

found a significant undercapitahzation of construction
a a to can bwW und W end of M M( work in progress in 1980 as a resuit of the fa:fure of the for-

mura to grve adequate effect to interest costs actuary in- tax na operating losses have been recognized by r ot pro-

curred in financing construction activities. This adjustment Mng e ram of DE M and M.Em in
1981 and 1980. respectively, which would otherwise haveincreased 1980 AFUDC by approximately 511.628.000.
been provided,net of income tax effect. The Company received permission

from the PUCO staff to record the additional AFUDC. sub-
ject to determination by the PUCO of its includabary in (#"$

"$

h o pames' trusteed. noncontnbutory pension plansfuture rate base. Management has no reason to beheve cover almost all full-time employees Upon ret:rement.
that this amount wd! be disaHowed in future PUCO rate employees recerve a monthly pension based on length of

, proceedings. service and compensation. Pension costs for 1981.1980
income Taxes and 1979 were 515.311.000. 514.931.000 and
Detads of the total provision for income taxes are shown S I 3.731.000. respectisely Of those amounts. 59.237.000.

'
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[B 59.259.000 and 59.163.000, respectivety, were charged to costs as service-related costs in that company's rate case,

g operating expenses. The balances were charged pnmanly even though the deosions to construct and terminate were
, to construction. Such costs include the amort zation of past both. When made, prudent and reasonable. A subsequent

service costs on an actuanal basis over 30 years. The Com- appeal to the U.S. Supreme Court by that company was
panies fund pension coe accrued. A comparison of ac- denied on Jar'uary 25.1982 because of the lack of a prop-
cumulated plan benefits and plan net assets from the two erly presented Federal question. That company has since

a latest actuanal reports is as follows: taken further 9ction which may stdl affect the abihty of the
June 30. Company to recover these costs and. in any event. further

1981 1980 action by the PUCO is possible. The PUCO has in fact
, Actuanal present value of ordered the company that was a party to the Ohio

accumulated plan benefits: Supreme Court case not to write off any of its unrecovered'

vested . s144.407.000 s128.808.000 costs in the terminated units pending. among other things.
Nonvested . 11.467.000 9.725.000 such further action as the PUCO may take in that com-

5155.874.000 5138.533.000 pany's current rate case. Until an adequate resolution is
# " " " U" 9 PS"YNet assets availableI abihty to ultimately recover these costs, the Company be-for tenefits . 5213.749.000 51?l.678.000

lieves a wnte-off of such costs would be premature. To the
Assumed rate of return for extent that it is ultimately determined that the Company

actuanal present value of can never recover these costs. the Company will be re-
accumulated plan benents . 8% 8% quired to write them off. The unrecovered balance of such

Effective January 1,1981 certain amendments we.e made costs allocable to the Company's PUCOjunsdictiona: cus-
tomers at December 31.1981 approximated 577.612.000to the plans relative to the calculation of benefit payments

to retired members The effect of these amendments in. (547.742.000, net of income tax effect). Had the Company
,

I creased the actuanal present value of accumulated plan been required to wnte off the costs as of December 31.
benefits by approximately 55.018.000 through June 30. 1981, the Company would have had approximately
198!. 551.402.000 of conso! dated retained earnings unrestncted

for payment of cash dividends on the Company's Com-k The above total actuanal present value of accumu!ated *"'
phn benefits reflects pension benefits appbcabfe to chgible

I employees based upon present salary levels and past years in I,ght of the Ohio Supreme Court deosion, the Company
of service accumulated through the valuation date. This is and allintervening pames reached a settlement in the Com-
the generally accepted reporting procedure set forth by the pany's rate case which was pending at the time the deci-
Finanaal Accounting Standards Board. The Companies' sion was announced. The settlement will add approximate-<

annual contnbutions to the plans however, consider iy 590.000.000 to the Company's annual operating
i estimated ultimate salary increases due to inflation and revenues, and was in heu of the 5139.000.000 increase

i other factors and the estimated total service expected to be previou:ty sought by the Company. In order to make the
accumulated by employees. This is a widely recognzed settlement agreement effectrve with bins rendered on and
funding technique and is consistent with the recommenda. after August 1.1981, the Company made application for
tion of the Companies' actuary. In addition, the actuary and was granted. an emergency rate increase at the same'

recommends and the Companies utthze, a discount rate of 590.000.000 level Neither the temporary emergency rates,

6% for funding purposes. Differences between funding nor the permanent rate increase which is expected to
bases and reporting requirements can have a significant ef- supersede those emergency rates includes or will include

<

E fect on the comparisons above. provision for any continued amortization after July 31.
j 1981 of the costs apphcable to the terminated units and
I thus the new rates wil' an no event be subject to further ad-

h ? justment with respect to those costs. Accordingty, the-

In January 1980. the Companies and all other CAPCO Company discontinued amortization of those costs on*

f companies terminated plans to construct the following four August 1.1981.

[ nuclear generating units-Davis-Besse No. 2 and No. 3. The Babcock & Wilcox Company, as suppher for the
and Ene No. I and No 2, Construction costs unrecovered nuclear steam supply systems for the terminated units. has
by the Company and Penn Power as of December 31. asserted claims in connection with delays in. and the ter-
1981 app! cable to these units amounted to $81.892.000 mination of, the units. The Company's and Penn Power's,

and 514.597.000. respectively. The PUCO had authonzed shares of the claims are approximately $109.300.000 and
r recovery of the apphcable portion of the Company's share 519.200.000, respectively, before the apphcation of certain
L of the construction costs from its PUCOJurisdictional cus- credits of undetermined amount. Representatives of Bab-
} tomers over a ten-year penod beginning in February 1981. cock & Wilcox and the owners of the terminated nuclear

On July 15. 1981, the Supreme Court of Ohio ruled in a units. including the Companies. have been meeting to
case involving another Ohio utihty company (afso a Co- discuss the matter and the discussions nave been pro-
owner of the terminated units) that under existing statutes ceeding in a manner that the Companies consider satisfac-
the PUCO had exceeded its authonty in allowing these tory. The Companies cannot predict at this time what. if

f 33u _. . . . - . . _ _ _ ._u .- .- . . - -
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any. amounts they may ultimately pay in connection with Chases made with optional cash payments are made at a
these claims nor when such amounts might be paid. but pnce equal to 97% of such average. The p!an wl3 te
beLeve any amounts they may pay in the future as a result amended early in 1982 to include holders of shares of the
of these cra.ms w:lf be substantia!!y less than the amounts Company's preferred and preference stock. The purchase

g claimed Depending on circumstances that exist at the of Common Stock made with reinvested cash dividends on
J time any such payment allocable to the Company's retail preferred and preference stock will be at a price equal to
[ customers may result in a wnte-off which would reduce 100% of the average market pnce. At December 31.1981.

net income for the then current penod, the effect of which the Company had 1.676.416 shares reserved for issuance
cannot be determined at this time. under this plan and 1.973,100 shares of Common Sto:L
The Companies are currently seeking approval from the reserved for possible conversion of the 5 f.80 Preference
FtRC to recover the construction costs and any contrac. Stock. The Company has filed a Registration Statementi

tors' cancellation charges from FERC jurisdictional cus. With the Seconties and Exchange Commission to increav
romers to the extent they are allocable to those customers. the number of shares avarfable for issuance under the De
Penn Power requested recovery of the construction costs dend Reinvestment and Stock Purchase Plan by 6.000.0I
alocab|e to its PPUC junsdictional customers in its recentry shares.

9 concluded PPUC rate proceed.ngs. the PPUC deferred its (b) Retained Earnings
i decision pend,ng the outcome of a current investigation of Under the Company's indenture, the Company's con-
[ the entire C APCO construction program The FERC gave the sohdated retained earnings unrestricted for payment c'
'

Companies permission, for accounting purposes only, to cash dividends on the Company's Common Stock were
amortrze these construction costs, plus contractors * cancel- 599.144.000 at December 31.1981 (see Note 2) Unde-
lation charges. if any. over a ten-year penod beginning Penn Power's Charter. 527.905.000 of retained earnings at

j with the date that rates in their next rate fangs before such December 31.1981 were unrestocted for payment of casr
i agencies which provide for recovery of the costs become dividends to the Company.

| effective. The Companies bel: eve that the construction (c) Preferred and Preference Stock
costs were prudently incurred and have no reason to be- The Company has 4.000.000 authonzed and unissued
lieve that the PPUC and tne FERC will not act favorably shares of cumulative 525 par value Class A Preferred Stock
upon their requests.,

At the Compan:es' option, all preferred and preference
stock may be redeemed in whole, or in part. at any time

[ upon not less than 30 nor more than 60 days notice. un:essThe Companies lease nuclear fuel, certain transmission otherwise noted. Redemption of all preferred andf acities. Computer equipment. office space and other in-
reference stock issued within the past five years is subjectodental property and equipment under cancelable and

to certain restnctions regarding refunding operations Thenoncancelable leases The total rental expenses included,. optional redemption pnces shown on the Statements o'
on the Statements of Consohdated income for 1981.1980 Consohdated Capitahzation will dechne to eventua:and 1979 were 5 20.731.000, 59.3 73.000 and

minimums per share according to the Charter provisions510.356.000, respectively. The future minimum rental
estabhshing each series.commitments as of December 31. 1981 for all non-,

I cancelable leases are: (d) Preferred Stock Subject
. 1982. .5 19,223.000 to Mandatory Redemption
{ 1983. 18.638.000 The Company's 10.48% Senes and 10.76 % Senes each in-
) 1984. 16.040.000 clude provisions for a mandatory sinking fund to retire a
| 1985. 10.812.000 minimum of 20.000 shares every year on December I and
P 1986. 11.841.000 January 1. respectivety, at 5100 per share plus accrued
b Years thereafter . 311.356.000 dividends Penn Power's 11 % Senes includes a provision
I If ali noncapitahzed hnanong leases had been cap:tahzed. for a rnandatory sinking fund to retae a minimum of 4.000

the effect on total assets, total habilities and expenses shares every year on January 1. at 5100 per share p!us ac-
would not be matenal. crued dividends. and its 8 24 % Senes includes a proviuon

i for a mandatory sinking fund to retire a minimum of 5.000
[ shares on December 1 in each year beg;nning in 1982. at,

5100 per share plus accrued dividends. Penn Power's) la) Common Stock 10.50% Ser.es includes a provision for mandato y redemp-,

Through the Div.dend Reinvestment and Stock Purchase tion of the entire senes on Apnl 1,2040 at 5!00 per share
Plan. holders of Common Stock and most of the Com- plus accrued dividends.
panees' fu!Ltime employees can acquue additional new
shares of the Company's Common Stock by automatically The sinking fund requirements are 51.776.000 and
reinvesting all or a portion of their Common Stock 54.898.000 for 1982 and 1983. respectively. and
dividends and by making optional cash payments. Pur- 54.900.000 for each of the threcyears 1984 through l986

chases made with reinvested Common Stock drvidends are [e) Preference Stock Subject
made at a pnce equal to 95% of the average of the high to Mandatory Redemption
and low market pnces on the investment dates, and pur. The 5102.50 Senes and the 595.00 Senes each include
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; provisions for a mandatory sinking fund to retire a bonds the Company is entitled to a credit on the notes.
min: mum of 900 and 1.800 shares, respectively. on Jufy i The Company pays an annual fee of 1/2% of the amount
in each year begrnning in 1984 and 1985 respectively, at of the letter of credit to the issuing bank and is obligated to
$ l.000 per share p!us accrued dividends. The 51.80 Senes reimburse the bank for any drawings thereunder.
includes a provision for a mandatory sinkirig fund to retire (h) Subsequent Financing
a minirnum of 100.000 shares on October I in each year in January 1982. Penn Power sold $15.000.000 panopalbeginning in 1985. at $15.125 per share plus accrued amount of first mortgage bonds.15-3/4 % Series due 1989.
dividends. and in February 1982, the Company sold $75.000.000
The sinking fund requirements will begtn on Jufy I 1984 pnncipal amount of first mortgage bonds.17% Senes
and wi!! amount to 5900.000. 54.213.000 and 54.213.000 due 1992.
for 1984.1985 and 1986. respectively.
The 51.80 Senes is convert.b!e at any time into Common
Stock at a pnce of 515.125 per share. Holders will receive Ohio Edison Energy Trust (Trust),

one share of Common Stock for each share of 51.80 Pref- In November 1980 the Trust was created for finanong part
erence Stock converted. subject to adjustment under cer" of the Company's investment in Beaver Va!!cy Unit No. 2.
tain cond trons- The Trust has two lines of revolving credit available to it for
(f) Long-Term Debt $400.000.000 and 5100.000.000. The latter credrt also
The mortgages and their supplements, which secure all of serves as a stand-by fachty in connection with Trust'

the Companies' first mortgage bonds, serve as a direct first commercial paper safes: total borrowings under that cred:t
mortgage lien on substantiacy an property and franchises, and commercial paper outstanding may not exceed
other than specifically excepted property, owned by the 5100.000.000 at any time.
respective Companies. The Company has transferred its interest in Beaver Valley
Based on the amount of bonds authenticated by the Unit No. 2 (exclusive of common facilities and transmission
Trustees through December 31.1981, the Companies' an- fachties) to the Trust, where the assets are used to secure'

nual sinking and improvement fund requirements amount Trust borrowings. All Trust obligations will be assumed by
to 521.187.000. The Company contemplates that funds the Company when they become due. but not later than,

deposited in 1982 will be withdrawn upon the surrender December 31.1986. At the Company's option aff obliga-
for cance!!ation of a like pnnopal amount of bonds. which tions outstanding under the 5400.000.000 revolving credit
are speoficany authenticated for such purposes against un- arrangement may be converted into a four-year term loan
funded property additions or against previously retired to the Company.
bonds These methods can result in minor increases in the The Company accrues interest appkcable to the Trust
amount of the annua! sinking fund requirements. Penn which is subsequently capitahzed. net of income tax effect.
Pow er contemp|ates that its requirements wdi be satisfied in interest on borrowings under the 5400.000.000 kne of
1982 by permanently waiving its oght to issue bonds credit is computed at the appkcable prevaihng pnme interest
against 52.439.000 of the 56.120.000 of retired bunds that rate plus I/4 %. plus a commitment fee of 1/2% on the un-
are presently avadab'e for that purpose. Under its mort- used portion of thrs kne. No direct borrowings are expected
gage. Penn Power is also permitted to fulfillits requirements to be made against the $100.000.000 line of credit, but the
by the issuance of bonds aga:nst unfunded property add- Trust will issue and have outstanding commercal paper,

tions in the same manner as described above for the supported by this fachty. To the extent that borrowings are
Company. less than the $100.000.000 availab!e under this line of

'

: As of December 3!.1981. the Companies' sinking and credit, the Company must pay a commitment fee of 1/2%.
; improvement fJnd requirements and matunng long-term under the stand-by support. an irrevocabre bank ietter of
" debt for the next five years are: Credit will be issued upon which the Trust will pay a fee of

1982. . $ 26.992.000 1/8% of the amount of commeraal paper notes outstand-

f: 1983 41.107.000 ing The average annualinterest rate on Trust borrowings
1984. 148.013.000 was 18.7% and 21.4% dunng 1981 and 1980. respec-
1985. 74.330.000 tively. Of the 5432.500.000 of Trust obhgations outstand-
1986. 107.265.000 ing at December 31. 1981. 5100.000.000 relates to out-

! (g) Unsecured Notes stanang commeraal paper and the balance to borrowings
under the 5400.000.000 hne of credit.| Tota? unsecured notes outstanding at December 31.1981

' exclude 575.686.000 of popunon control notes. the pro- Nuclear Fuel Financing
o eds of whech were then in escrow pend:ng their dis- in December 1981. Ohio Edison Fuel Corporation and
bursernent for construction of certain pokution control Pennsylvania Power Fuel Corporation (corporations in

( faalaties The pollution contr1 revenue bonds to which which the Companies have no ownership interest) were
f these notes relate are entitled to the benefit of an irre- created to provide funds for the procurement of nuclear
I vocab:e bank letter of cred:t of 5106.375.000. To the extent fue! The fuel corporations will lease the fuel to the Com-
'

that d;awings are made unde; that letter of credit to pay panies under separate fuel leases which requee lease pay-
pnnopal of. or interest on, the po!!ution control revenue ments sufficent to permit the fuel corporations to repay the

b. . _
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obhgaDons. Under ord. nary circumstances, the lease pay- apphcable to 1982. In addition. the Companies expect to
ments wd! te made at such time and in such amounts as fund through the Ohio Edison and Pennsylvania Power
wm concide with the burn-up of the nuclear fuel Fuel Corporations approx:matefy 5150.000.000 for the pro-
Financing on beha:f of the Company of up to 5135.000.000 curement of nuclear fuel from 1982-1986, of which approe
is avadabfe through the Ohio Edison Fuel Corporation. imately 555.000.000 is apphcable to 1982. The major por-i

either through revolving cred,t arrangements or the issu. tion of the Companies' construction activiDes dunng th3
ance of commercia! paper which is supported by a bank five-year penod relates to the CAPCO companies' program
letter of cred t. The Company accrues interest appbcable to for the joint development of power generation and
the fuel corporabon which is subsequently capitahzed. net transmission facshDes. and to bnng the Companies' exist np
of income tax effect interest on bank borrow:ngs is com. generating units into comphance with environmenta
puted at 110% of the apphcabie prevaihng pome interest regulations. The CAPCO companies have entered inte
rate. p!us a commitment fee of 1/8% on the unused portion other commitments (the Companies' share being
of the kne of cred;t. The fuel corporation also pays a 5/8% 5586.000.000) for the supply of nuclear fuelin connecDo"
letter of cred t fee on the aggregate amount of outstanding with the future commercial operation of nuclear generabng
borrowings The average annualinterest rate on outstand. units.

L ing borrowings in 1981 was 13.9%. The Companies' financing programs dunng 1982 through
Pennsylvania Power Fuel CorporaDon did not make bank 1986 W'll include the sale or issuance, from time to Dme. cf

borrovangs or issue commercial paper in 1981. Financing appropnate additional amounts of first mortgage bond-
of up to 530.000.000 on uehaff of Penn Power will be secured or unsecured pollution control and env.ronmenta'

avadable in 1982 on terms simi!ar to those of the Ohio notes and obhgations. unsecured long-term notes, pre
Ed! son Fue! Corporation ferred stock. preference stock common stock and proceem

from other long-term financing arrangements (see Note 5)
The Companies are hmited by their respective indenturei,

, and Charters as to the amounts of addiDonal first mortca'N
! bonds and preferred stock they may issue.

~~

L The Companies have knes of cred;t with domestic banks
that prov,de for borrowings of up to 5287.000.000 at the Ouarto Project'

prevaihng pome interest rates Short-term borrowings may The Companies. together with the other CAPCO com-
be made under these knes of credit on the Companies' un- panies. have made long-term coal supp!y arrangements,

s" cured notes All of the current knes expire December 31, with Quarto. The CAPCO companies have agreed to
1982. however all unused hnes may be cancel'ed by the severally. and not jointly, guarantee their proportionate
banks shares of Quarto's debt and lease obhgations incurred
The Companies maintain cash balances on deposit with while developing and equipprng the mines. The 90
banks to provide operating funds. to assure availabihty of antees will remain even if environmental regulations pro-
5207.264.000 of the knes of credrt and for other baniong h! bit the use of this coal. As of December 31.1981. the
arrangements Such compensating balances. net of " float.** Companies' share of the guarantee was 5240.712.000
are expected to be mainta'ned at an average of approx. ($ 128.554.000 -long-term debt; 5 87.658.000-lea se
imately 55 000 000 and are not subject to any contractual obligations; and $24.500.000- short-term bank cred:!l
restn: Don against withdrawal. Penn Power is required to The guarantee is expected to increase to 5250.000.000
pay commitment fees that vary from a flat rate of 1/2% to a based on budgeted mine construction costs of

vanab!e rate of 8% of the apphcable pnme interest rate to 5431MM
assure the avattabihty of 521.000.000 of the knes of credit. Under the terms of the coal supply contracts. which expire

h The Company a:so has a 530.000.000. Eurodollar kne of December 31.1999. the Compan;es must reimburse Quarto
creat from a group of foreign banks. Amounts borrowed for their share of the costs of operating the Ouarto mines.

b are for a penod of one. Uhree or six months. and are including those costs assocated with mine construction.

(- renewab|e at the Company's option. The interest rate is whether or not they receive coal from Quarto The Com-
'

current!y 5/8% above the London Interbank Offered Rate. panies' total payments under these contracts amounted to
The Company is also required to pay a commitment fee of 594.379.000 dunng 1981. The Companies' minimum pay-
1/2 % on the unused porDon of this credi! One. There were ments under the coal supp!y contracts related to mine con-

i struction costs are:no borrowings under this credit arrangement at December
L 31.1981 or 1980. Tne revolving credit facihty expires in 1982. .5 26.306.000
| August 1982. 1983. .25.687.000 l

1984. .25.069.000
g. 1985. .24.451.000 )<-~

[ q 1986. .23.833.000 |

[ Construction Program Years thereafter . .279.680.000
The Companies expect to spend approximately Based on recen. studies concerning the economics of the
52 800.000.000 for property aditions and improsements Quarto project and the vanous alternaDves avadab'e tc-

from 1982-1986, of which approumately 5671.000.000 is provide the bng-term fuel requirements of the Bruce
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[ Mansfield Plant, the coal supply contracts were amended ing costs would increase substantia!!y. Penn Power expects
| and changes were made in the mode of operation of the that the impact of any such capital and operating expendi-
; Quarto mines which have the effect of reducing the annual tures would eventually be reflected in its rate schedules.

tonnage production of these mines. Additional coal re-
On December 16. 1981, the United States Environmentalquirements for the Bruce Mansfield Plant are currently

being procured in the open market and the Company is Protection Agency (EPA) approved a change in the
presently continuing to evaluate the alternatives for making Pennsylvania State implementation Plan (SIP) affecting
additional arrangements to fulfdl. together with the use of Penn Power's New Castle Plant. The sulfur dioxide (50 )2

coal from the Ouarto project. the long-term fuel require _ em:ssion standard formerly in effect was shown to be more

ments of the Bruce Mansfield Plant. These changes are part sinngent than necessary to meet the Federal ambient a:r
of a fuel procurement strategy designed to reduce the standards. This SIP revision enab!es the Plant to continue to

I weighted average pnce of coal used at the Bruce Mansfield burn the low su! fur coalit is now burning to meet the new

{ Plant The Company wdi continue to monitor the Ouarto 50, emisson standard. The 5!P revision was effective on

i project and conduct such addmonal stud'es of the eco_ January 15. 1982.

j nomics of the project as are deemed warranted by circum- In a regal proceeding against Penn Power under the Clean
stances. Any action by the Company affecting the Ouarto Air Act the Federal government is asking the court to;

( project as a result of such studies wd; now have to take into assess civil penaloes for alleged continuing violations of 50,
; account the possib'e impact of the Ohio Supreme Court de- emission regu!ations at Penn Power's New Castle Plant.
,r cision referred to in Note 2. The Clean Air Act Amendments which became effective in
I The current pr:ce of Quarto coal to the Companies is based August 1977. permrt the imposioon of crvel pena: ties of up

j on, among other things. the actual production costs plus to 525.000 per day of violation. Because Penn Power is in

; amortizaton of certain production expenses vvhich were comphance with the revised emission standard (as detaded

i not included in the pace of coal to the Companies dunng above), it is expected that this legal proceed.ng Wd! be ter-

| the development penod. which ended on May 31.1980. minated without the imposinon of significant civil pena! ties

j The current pnce of Quarto coa! exceeds the current gen. or the necessity to shut down coal-fired capacity,
erar!y prevailing market poce of coaf Both the PUCO and Final regulatons implementing certain provisions of thethe PPUC presently limit the recovery of the cost of Quarto Clean Air Act Amendments of 1977 have now been prom-
coal to the genera!!y prevad.ng market pnce of comparable utgated which provide for the imposition of noncomphancecoat Reference is made to Note I for a discussion of PUCO pen ! ties b sed on any economic benefit reahzed by the

t and PPUC orders with respect to the cost of Quarto coal opeats of a polluton source as a result of fadure to com-
currently being recovered from customers. The Company ply with pol!ution control laws and regulations afterbeheves that the present PUCO method for recovery of the January I.1981. The Companies have fded PetrDons forcosts of Quarto coal, including recovery of the deferred Review of these regulatons. The Companies did not

f
opera. may not be appropnate under the reduced mode of
costs achieve comphance with all such regulaDons by January 1.tion of the m:nes because this method is not con- 1981 so that such penalties could be sought against them,

g sistent with the fuel procurement strategy for reducing the but the Companies cannot determine at this time whether

f
overan cost of coai for the Bruce Mansfield P| ant and may

. a. a o e ono CbeneM
resu!t in furtner accumulanon of deferred costs. Despite the that cwN estaMshed. If sought and imposed. Such pen-

f delays in the final resolution of these matters by the PUCO a e n ant Www. N % has aMwhand PPUC the Company has no reason to bei. eve thats
edged in an earher settlement of proceed.ngs involving theI their u!!imate disposition by the PUCO and PPUC will have

k a matenaf adverse effect upon the Company's consohdated
Oho Ram mat a poy is to awgn a low enfUcement
pn nty to companies in comphance with outstanding con-i financial condition.t sent orders such as embodied in those settlements.

I
i Environmental Matters On December 19. 1980, the Commonwealth of

| Vanous Federal, state and local authonties regulate the Pennsylvania peDuoned the EPA to make findings under

{L
Companies with regard to air and water quahty and other Section 126 of the Clean Air Act. SecDon 126 provides a

t environmental matters The Companies estimate that com- remedy for a downwind State that can show adverse im-
pr.ance requires capital expend.tures of approximately pact because air polluuon regulations in an upwind State
5628.000.000 for projects 'emain:ng to be completed. Of cause nonattainment in the downwind State. Penn-

] this amount approximately $ 193.000.000 was spent poor syfvania's petiten complains of excessrve parnculate and

} to 1982 and 5435.000.000 is included in the above con- 50, emissions from a number of sources in Ohio and West
0 struction estimate for 1982 through 1986. Capital expen- Virginia. includtng potentia!!y all of the Companies' Ohio

ditures for environmental improvements amounted to p! ants. The States of New York and Maine have fded simdar
5119.353.000 in 1981. if Penn Power is required to install peutions. The Secton 126 proceeding could u!Dmatefy re-
off-stream cookng in connection with the operaton of the sult in the revision of the particulate and 50, emission
New Castle Plant. costs estimated between 513.800.000 hmitations for these plants, to make them more stnngent.

,

and 531.500.000. depending on the required thermal The Company is unab!e to predict the outcome of this
hmitaDons. would be incurred in add Don annual operat- proceeding.

.

.
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Other Legal Actions and Complaints chased replacement power dunng the outage. The PPUC is
in 1977, the Boroughs of Ellwood City and Grove City, currently investigating Penn Power's liability for the outage
Pennsylvania, filed a complaint against Penn Power, alleg- and whether refunds are due to Penn Power's customers
ing that Penn Power. individually and in conspiracy with for purchased replacement power expenses incurred dur-
the Company and other CAPCO companies, has violated ing the outage which were included in its energy clause. If
Sections 4 and 16 of the Clayton Act by restraining and Penn Power is required at some future time to make such a
monopolizing trade and commerce in alleged markets for refund, it is not expected that the amount would be mate-
electric power. Damages of 57.000.000 (to be trebied) and rial to the Company's consolidated results of operations. In
injunctions against the a!!cged unlawful acts are sought. In a separate investigation, the PPUC is considering whether
1979. the Court granted summaryjudgment in favor of additional construction costs which resulted from deferral
Penn Power as to certain allegations of the complaint. of construction projects should be excluded from rate base
Management is unable to predict the ultimate outcome of in future rate proceedings.
this action.

The PPUC is investigating an outage of Beaver Valley Unit .

No. I which occurred dunng the penod March-August *'

1979. The outage had been ordered by the Nuclear The Company purchased and subsequently retired
Regulatory Commission to analyze possible seismic defi- 565.821.000 principal amount of its outstanding first mort-

,
ciencies of safety-related piping and pipe supports in the gage bonds dunng 1981. This resulted in a gain of

r Unit. The PPUC has ordered that the operating company of $ 26.276.000, which is included as an extraordinary item.
y the Unit refund an as yet undetermined amount to that net of related income taxes of $12.234.000 on the 1981
; company's customers based upon expenditures for pur- Statement of Consolidated Income.

,,

The following summanzes consolidated operating results for the four quarters of 1981 and 1980.

Three Monrns Fnded
,

March 31. June 30. Srprember December March 3 i. June 30. september Decembe-
t- 19RI 1981 30 1991 31.1981 1980 1980 30 19AO 31 1980

(in thousands except per share amounts)
Operating Revenues . 5308.837 5293.500 5337.249 5340.063 5279.789 5252.808 5274.981 5273.291*

Operating Expernes and Taxes 254 89I 237.668 270.449 264 260 232.155 212.633 231.853 234 645
Operatingincome(r) . 53.946 55.832 66.800 75.803 47.634 40.175 43.128 38.446
OtherincomeandDeductions. . 27.994 29.212 35.860 37.736 23.023 23.147 25.189 25.477
Net interest and Other Charges . 44 729 49225 51 049 55.160 28.732 32.272 36.307 33.750,

'

income Before Extraordinary
L ltem . 37.211 35.819 51.611 58.379 41.925 31.050 32.0i0 30.165
I Extraordinary ttem . 9.516 4 526 - - - - - -

Netincome . 5 46 727 5 40.345 5 51.611 5 58 379 5 41.925 5 31 050 5 32.010 s 30 165

r Netincome for Common stock 5 38 354 5 32.042 5 43 369 5 50.127 5 33 434 5 22 590 5 23 607 5 21.772
\!
; Weeghted Averaga Number of shares
[ of Common stock Outstanding . 68 844 69.685 70.410 75.881 64 227 66.897 67.462 68 145

W[
Earnings per share or Common stock:

income Before Estraordinary
item (after pre' erred and
preference stock dtvidend
requirementslli) . 5.42 5.40 5 .62 5 .66 - 5 .52 5 .34 5.35 5 .32>

,

p , Extraordinary ttem .
_

.14 06 - - - - - -
.

Net income for Common stock. 5 56 5 46 5 62 5 66 5 52 5 .34 5 .35 5 32
.

. (i) Results for the three months ended December 31.1981 include previously accrued Pennsyfvania Exose Tax on Gross Receipts
P a credit of approximatefy 57.012.000 (5.09 per share of com- (see Statements of Consohdated Taxes).

mon stock). net of income taxes apphcable to the reversal of
;

| '~
r ,;. ; ,,, e , ,

,

u-
Statement of Financial Accounting Standards No. 33. changes in pnces on property, plant and equipment. ThisL'

" Financial Repomng and Changing Pnces" (SFA5 No. 33). data is presented in accordance with SFA5 No. 33.,

' provides for the preparation of supplementary financialin- however, it is not intended as a substitute for earnings
formation to disclose the estimated effects of inflation and reported on a histoncal cost basis.

. , . . _ - , _
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Adjusted for the Effects of Changing Prices For the Year Ended December 31.1981 (in Thousands) 0.Jnaud:ted)

As Reported Adjusted for
on the Pnmary Adjusted for Change in
Consohdated Generaf Spacifec Pnces

Statements inf:aton (Current Cos0
(Average 1981 Donars)

Operanng Revenues . . 51.279.649 51.279.649 51.279.649
Operadng Empenses and Taxes:s

' Operaton and maintenance . . . . . 762.307 762.307 762.307
Provtsson for depreciation and'

amortaaton . . . . . 99.825 200.527 225.247
Genera! tares . 84.316 84.316 84.316
income taxes . 80 820 80.820 80.820,

. . .

Total operating erpenses and taxes 1.027.268 f.127.970 1.152.690
Operating income . . .
Otherincome and Deductions .

. 252.381 151.679 126.959. .

130.802 130.802 130.802'

Net interest and Other Charges . . 200.163 200.163 200.163
Preferred and Preference Stock Drvidend Requirements . 33.170 33.170 33.170
income from Conunuing Operanons (enduding reducton to net recoverable cost) . $ 149.850 5 49.148(0 5 24.428
increase in specific prKes (current cost) of property,

p! ant and eqwpment held during the year (u) . 5 562.450
Reduction to net recoverable cost . ... $ (210.755) (149.213)
Effect of increase in the general pnce level on property, plant and equipment . (599.272)
Excess of increase in the general pnce level over increase in specAc pnces

of property, p! ant and equipment a'ter reduction to net recoverable cost (186.035)
Advantage resutt2ng from the decrease in

purchasing power of net monetary habstrues 215.268 215.268,

Net . 5 4.513 5 29 233

; (pepe reo.,te to re ruo-me cou. n nccyne toso rrom conrewwanws advea r r genea or.amn wcua tan teen spo r 607.000)o

(4 At Dem ter 3 t t9ei. pgeny pant ana equpmert te oraccunwtea aeprn.ason. a@vedrar cnang s o specac prces(current coso was s7 47s.53J 000 ww rwuoru cos (net recowrace cosg
was 53 874 7183X)

Five-Year Comparison of Selected Supplementary Financial Data (Unaudited)
Adjusted for the Effects of Changing Prices

Year Ended December 31.

1981 1980 1979 1978 1977

OPERATING REVENUES
(In Thousands)
As reported on the pomary consohdated statements . . . 51.279.649 $ 1.080.869 $ 994.585 5 862.956 5 796.289
Adjusted to average 1981 doriars . 51.279.649 51.192.985 51.246.205 51.203.015 51.195.092

HtSTORICAL COST INFORMATION AD1USTED FOR'

GENERAL INFLATION
(In Average 1981 Dol:ars)

; income from connnoing operatons (excluding reducton to net
recoverable cost)(In thousands) . 5 49.148 5 23.064 5 52.406. . . .

income from continorng operauons per common share
(excluding reducton to net recoverable cost) $ .69 5 .35 $ .90

L

r . CURRENT COST INFORMATION
(In Average 1981 Donars)
Income (loss) from continurng operatons (excluding reducten to net

recoveraDie cost)(In thousands) . . 5 24.428 1 (13.602) $ 17.735
income (ioss) from continung cperatons per common share

,' (excluding reducton to net recoverable cost) . $ .34 $( 20) 5 .30. . .

y. Excess of increase in the generar pnce level over increase
in specific pnces of property. plant and equipment after
reducton to net recoverable cost (in thousands) . $ (186.035) 5 (290.628) 5 (335.113).

OTHER INFORMATiON

[ Common stockholders' equity at December 31 at net

t recos erable cost (in thousands of Average 1981 Doltars)
Advantage resulting from the decrease in purchasing power

. $ 1.190.126 $ 1.119.597 51.151.691.

of net moneta y habriroes(in thousands of Average 1981 Dortars) . $ 215.268 5 279.494 5 309 809
Cash dividends dectared per common share--

As teported . . 51.76 51.76 51.76 51.76 $ 1.715
Ad;usted to average 1981 dottars . . . 51.75 5I.92 52.20 52.43 52.56. ....., ,, . . .

Market pnce per common ihare at December 31-
As reported . . , .. $11625 $11875 513 375 514 875 119 50

*

Adjusted to averaga 198 t donars . 511.25 512.52 SI5 85 $ 19.98 578 54. ,

Averaga consumer pnce andex . 272.4 246.8 217.4 195 4 181.5.. .. .

'
~

39
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! The Consumer Price index for All Urban Consumers (cpl-U) reserve ba!ance for the respectrve year to determine the
was used for converting actual dollars spent for property, composite current cost accumulated provision fo-
piant and equipment into average 1981 dollars. This adjust- depreciation.
ment i!!astrates the esumated effect that inflation has had ' The total provision for income taxes has not been adjusted

; upon the Companies' pnncipal assets. for general inflation or changing prices, in conformity wth
'

The Handy-Whitman Index of Pubhc Unhty Construction the reporting requirements of SFAS No. 33.
f Costs for the North Central Division and the Bureau of The reduction to net recoverable cost arises because tN
[ Labor and Statistics engineering indices were used to current rate making policies to which the Companies am

- calcuiate the current cost of property, plant and equipment, subject allow recovery through revenues of only the ha
excluding land. These indices were applied to actual dollars toncal cost of utshty property. During inflationary penod:.

i spent on large construction projects according to the year however, the investment necessary to rep! ace that prop
i of expend;ture. Current cost of all other construction proj- erty will be more than its original cost. In order to propeny
{ ects was based upon original cost in the year of its transfer reflect property, plant and equipment at its economic vate

to p! ant in service. The current cost of land is the same as to the Companies, the adjustment for reductinn to net
i the computed amount adjusted for general inflaDon. The recoverable cost must be made due to the additional ccn-

current cost adjustment reflects the approximate dollars straints present in the rate making process.
that would have to be spent today to acquire property, Consolidated net monetary habikties consist primarily o'plant and equipment identical to assets currently owned. long-term debt and preferred stock. During inflaDonary
Depreaation expense was determined using the same rates penods, net monetary habihties will be repaid with doSaa
and methods under general inflation and changing prices having less purchasing power than dollars had when thc
as the provision for depreciation reported on the primary liabihties were originally incurred. Adjustment for the ai
conschdated finanaal statements. The accumulated provi- vantage resulting from the decrease in purchasing por
sion for depreaation was estimated by using the Handy- of net monetary liabilities is necessary to adequately refie:

i Whgman index. A theoreucal reserve balance was esti- these differences and serves to partially offset the advcv
i mated for each class of property by year that the property inflationary effects of replaang the Companies' prope4

was placed in service. The index was then apphed to each plant and equipment.,

!

%gd< < '

| ARTHUR ANDERSEN & CO.
j 1345 Avenue of the Americas
j New York. N Y.10105

i To the Stockholders and Board of Directors of Ohio Edison

| Company:

I We have examined the consofidated balance sheets and covery of these costs from its retail customers in future rar
statements of consohdated capitahzation of Oho Edison Com- cases is uncertain at this Ome. In addiDon to the unamortze
pany [an Oho corporaDon) and its subsidiary companies as of costs incurred by the Company, there are also asserted claims
December 31.1981, and 1980. and the related statements of related to delays in, and the terminaton of the units. whicn

g conschdated income. retained earnings, capital stock and may result in the incurrence of additonal costs, the amount of

f;.
otner padan capcal. sources of funds for gross property addh which cannot be determined at thrs Dme.
tons and ta xes for each of the three years in the penod ended in our opinion, subject to the effect of such adjustments. if| December 31.1981. Our examinatons were made in accord- any, that might have been required had the outcome of the

& ance wan genera!!y accepted audinng standards and, accord- matters referred to in the preceding paragraph been known.
engfy. 'ncluded such tests of the accounting records and such the financial statements referred to above present fairfy the

c

other aud;Dng procedures as We Considered necessary in tne financiai pos, ton of Onio ed, son Company and ,ts subsea,y,

arcumstances.
| companes as of December 31,198!. and 1980, and the re-
| As d:scussed more furiy in Note 2 to the consolidated financial suits of their operations and the sources of funds for g oss
j f statements. the Company has incurred construction costs re- property additions for each of the three years in the perod

'
lated to four nuclear units which were terminated in earfy ended December 31,1981, in conformity with generalty ac-

t 1980 Pursuant to a Pubhc UDhtes Commission of Ohio cepted accounung principles apphed on a consistent basis.
. (PUCOJ order. the Company had been recovering these costs

'

from its customers over a ten-year penod During 198i the
Oho Supreme Court ruled in a case involving another Ohio /9

L unhty company that the PUCO had exceeded rts authonty in Q,
anowing these costs as service related costs in that company's
rate case. How that deason will affect the Company's re- February 12,1982.

'
n.Ac
.. . .

: - _ L Wr "rr-_& : ::: - - M bu- _ _ _ _ - _



|
r
' Ohio Edison

.

; m y .c,j ". . . . . , n w,

1 Genera! Finarxial lnformation 1981 1980 1979 1978 1977 1976 1971
>

l
; Total Operating

f Revenues (000) . 51,279,649 51.080 869 5 994.585 5 862.956 5 796.289 5 644.852 5 308.821

} Operabogincome(000) . 5 252,381 5 169.383 $ 163.744 5 123.945 5 146.508 5 122.217 5 6R.130
| Net income for Common

Stock (000) 5 163,892 5 101.403 5 105.120 $ 61.259 5 87.063 5 82.777 5 45.778
j Rato of Net income
f for Common Stock to

Operating Revenues . 12.8 % 94% 10 6 % 7.1 % * t .0% 128% I48%
hmes interest Earned

[ 8efore income Tax . 2.1 I a 2 05x 2.31x !67x 2.38x 2 22x 3 4lx

| Net UtMy Plant at
December 3I (000) . 53,867,757 53.435.267 53.012.197 52.7I7.820 52.403.810 52.8I5.798 5 f.047.217.

Gross Property'

: Additons(000) . 5 568,044 5 515.020 5 476.746 5 395.162 5 358.105 5 325.553 5 156.045
{ Capcabraton at
g December 3I (000)

Common 5tock holders' Eautty . 51,228.486 51,066.957 5 969.543 5 851.119 5 866.725 5 634,707 5 350.121.

; Preferred Stock Not Subject
to Mandatory Redempton . 304,798 307.472 307.472 307.472 262.472 262.472 83.803

Preferred Stock Subject
to Mandatory Redempton . 94,298 99.200 93.600 98.000 98.000 88.000 -

i

g Preference Stock Subjact

; to Mandatory Redempton . 56,843 57.250 57.250 - - - -
'

! Long Term Debt . 1,759,771 1.594.384 f .410.782 1.343.195 1.189.821 f .087.755 557.140

f Total Capitahzaron 53.444,196 53 125 263 52.838.647 52.599.786 52.417.018 52.072.C34 5 991.064

I Cap:ta42aton Ratos
at DecemD~ 31:'

; Common $tockhouers* Equity 35.7 % 34 2 % 34 2 % 32.7 % 35 9 % 30 6 % 35 3 %

Pre' erred Stock Not Subject
tc Mandatory Redempton . 8.8 98 10 8 11.8 10 9 12.7 85

Preferred 5tock Subjecti

$ to Mandatory Redempton . 2.7 32 3.3 38 40 4.2 -

I Preference Stock Subject

f to Mandatory Redempton . f.7 I8 20 - - - -

; Longterm Debt . 51.1 St O 49 7 51.7 49 2 52 5 56 2

[ Totar Capital.zaton . 100.0 % 100 0 % 100 0 % 100 0 % 100 0 % 100 0 % 100 0 %

Longterm Obliganons
at December 3 I (000) . 5447,484 5265.000 - - - - -

Cost of Preferred &
Prefe<ence Stock

Outstanding ar December 31 8.37 % 8 38 % 8 36 % 7.99 % 7.85 % 7.84 % 4.94 %
f" Cost of Longterm Debt

[ Outstarong at December 31 9.99 % 9 16 % 813% 7.71 % 7.45 % 7.47% 5.71%
.L.

[ Common Stock Data

p Earnings per A.e< age
: Common 5 hare 52.30 51.52 5180 $ 1.19 51 97 52 14 51.78

f Return on Average

! Common Equey . 14.6 % 9.7 % !! 2% 7.1 % 11.7 % 13 9 % 132%
^

DNdends Pad Per
i Share 51.76 51.76 51.76 51.76 51.715 51.67 51.54

! Common Stock Divdend
i Payout Rato . 77 % !!6% 98 % I48 % 87 % 78 % 87%

f Common stock Dseend
# Ysed at Decerrcer 3I I 5.1 % !48% !32% iI 8% 90% 81% 63%

f PriceJarrungs Rato at December 3I . 5.1 7.8 7.4 12.5 9.9 9.8 13 8

r Shares of Common Stock
I Outstandang at Decenter 3 I (000) . 78,676 68 526 59 622 52.120 51.207 39 856 25.695
| Book Vaue per Common

f Share at Decerrter 3I . 5I5.61 515 57 516 26 516 33 516 93 515 93 513 63

| MJ4et Pnce per Common
Share at December 3I . S t t.625 5|1875 513 375 5I4 875 519.50 $20 875 524 50

Rato of Market Pnce to Book,

Value per Share at December 31 74 % 76 % 82 % 91 % 1!5% I3I% IEO%

|
c

,
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1981 1980 1979 1978 l977 1976 1971

Revenue From Oectnc
_ Sa!es. (000)

Rescential . s 442,267 5 398.832 5360.273 $3 f 4.867 5284.5I2 5232.433 5 t !4.0P ;
Commercat . 308,599 268.788 240.458 205.90! 191.381 155.572 79 8M.

s industnal . 381,162 330.717 315.185 258.767 236.434 195.311 92 692l Other 53,993 50.420 42.607 46.471 31.744 31.013 13053
Sub-total . 1,I s6,021 1.048.757 958.523 826.006 744.07! 614.329 299 694.

Sales to Uthtes. - 73.966 12.381 10.185 9.346 7.825 6.749 2 2:'
Total. S t,259.987 51.061.138 5968.708 5815.352 5751.896 5621.078 5301 St.5

Revenue From Electnc
Saies-%:

Resdental . 35.1% 37.6 % 37.2 % 37.7 % 37.8 % 37.4 % 37 8%
Commercal . . 24.5 25.3 24.8 24 6 25.5 25 1 26 4
Industnal . 30.2 31.2 32.5 31.0 31.5 31.4 30 7
Other 4.3 4.7 44 56 42 50 43

Su!> total . 94.1 98 8 98.9 98.9 99 0 98.9 99 2
Sales to uthtes. 5.9 I .2 1.1 II I .0 f.I OE

Total . 100.0 % 100 0 % 100 0 % 100 0 % 100.0 % 100 0 % 100 G4
Kilowa!!-Hour Sales:

(%lhons)
Resdentiaf . 6,747 6.801 6.650 6.50 f 6.334 6.024 4 65;
Commercal . 4,917 4.812 4.693 4.470 4.549 4.358 3 421
industnal . 9,352 8.909 9.830 9.600 9.671 9.262 8.54
Other 1,181 f.370 1.346 1.309 I.253 I.171 43.

Sut> total 22,197 21.892 22.519 21.880 21.807 20.815 17.55
Sates to Unistes. 2.465 502 441 429 422 387 2x

Total . 24.662 22.394 22.960 22.309 22.229 23.202 17F 0
Customers Served at

L
1 December 31;

Resdential . 872,303 867.447 861.196 848.268 836.500 824.851 743.532
Commercai . 89,231 88.505 87.425 86.4i0 85.002 85.512 77 95',

; industnal . I,068 I.059 f. !61 1.160 1.147 I,I I I 1.Ou
r Other 711 704 693 689 682 681 554

Total. 963,313 957.715 950 475 936.527 923.331 912.155 823.135
' Average Annual Resdennaf
;' KWH usage 7,760 7.870 7,780 7.724 7.637 7.361 6.345

Average Resdental Pnce
Per KWH . 6.564 5 868 5.428 4 84t 4 494 3 86t 2 45c

Cost of Coal per
MJI,on 87U . 51.81 51.50 $ 1.26 $ 1. I6 5.96 5.93 5 29

,

). Generanng Capabary at
; December 31: (Megawatts)
! Coal 4,907 4.899 4.861 4.861 4.861 4.48I 3 793
| Od. 354 364 423 423 423 423 6

'

L Nuclear . 425 425 425 420 420 190 -

) Total . 5.686 5.688 5.709 5.704 5.704 5.094 3.799

'
Sources of Dectnc Generanon:

Coal . 89.9 % 98 7 % 93 9 % 90 4 % 90.0 % 96 3 % 100 0 %
Od. . 0.2 06 2.0 3.5 2.6 2.5 -

Nuclear . 9.9 0.7 4.1 6.1 7.4 12 -

Total. 100.0 % 100 0 % 100 0 % 100 0 % 100 0 % 100 0 % 10001L
Peak Load-Megawatts . . 4,148 4.210 4.105 4.038 4.134 3.817 3.307ky . .. . .

Number of Emplopes -
at December)I . 7.669 7.503 7.157 6.765 6.609 6.241 5.892.

Y.
p
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itockhold;r Infcrmaticn Stock Transfer and Registration a pnce equal to 95 percent of market

Agents value. Stockholders participating in the Plan
may buy additional shares at a pnce equal

Informaton and assistance pertaining to to 97 percent of market value through
the transfer or registraton of all classes of optional cash payments of up to 540.000
Company stock can be obtained by co* per year.
tacting one of the following Transfer The Plan is being amended so that.
Agents or Registrar of Ohio Edison commenong in early 1982, preferred and
Company:

preference stockholders will be eligib!e to

Transfer Cerk p rtiopate. The purchase pnce of common

Ohio Edison Company stock purchased with reinvested preferred

76 South Main Street r preference stock dividends ws!! be equal

Akron. OH 44308 to 100 percent of market value.
An added benefit of the Plan may be

Continental 5tock Transfer & available from 1982 through 1985. The
Trust Company Economic Recovery Tax Act of 1981 pro-

19 Rector Street vides that participants of quahfied divdend
New York. NY 10006 reinvestment plans. such as that offered by

Ohio Edison, may elect to exclude up to
BancOhio National Bank 5750 a year (51.500 on ajoint return) of
One Cascade Plaza dividends that are reinvested. The Com-
Akron, OH 44308 pany antiopates that a substantial portion

of common stock divdends paid in 1982
Stock Listing will be a return of capital. and thus non-

At the end of 1981. the Company had taxade whoHy apad from the provisons of

78.675.703 shares of common stock the Act. If any part of a divdend is deter-

outstanding. owned by 182.778 holders of to M a retum of capnal. pamapannmi

should consult their own tax advisers on

T Company's common stock is hsted the extent to which the election to exclude

on the New York and Mdwest Stock d'#d*"d5 Sh "Id D' *#d*'
in a on m e of tax hal,Exchanges and traded on other registered

exchanges under the ticker symbol OEC. I cenain mqu rements am ma with TW

Newspaper stock listings generally use the to holding periods for the Company s

symbol Ohio Ed. common stock, the proceeds of a sale of
stock purchased under the Plan may be

1

Annual Meetin9 of Stockholders ehgible for long-term capital gain treatment
Stock purchased with reinvested divdends

The 1982 Annual Meeting of Stock- will have a zero tax basis to stockholders
holders will be held on Thursday. Apnl 29. Additionalinformation about the Plan
at 1:30 p.m. at Oho Edison's General and a Prospectus can be obtained by
Office in Akron. Ohio. Stockholders unable wnting to Stockholder Services or by ca!hng
or choosing not to attend the meeting can 1 216-384-5513.
vote on the items of business presented at
the meeDng by filhng out and returning the Dividend income Taxability
proxy card that is mailed to each stock- Common stock divdend payments dur-
holder approximately 30 days pror to the ing 1981 are 100 percent a return of capital
meeting date- and. therefore, nontaxable for federal

Dividend Reinvestment and Stock
income tax purposes. Preference stock.

g,vdends for 1981 are 81 percent return of
Purchase Plan capital and nontaxable for that porton.

1 The Ohio Edison Divdend Reinvestment Preferred stock divdend payments dunng
j and Stock Purchase Plan raised 535.9 1981 are 100 percent taxable.

milhon of new capitalin 1981. Up 21 These percentages are subject to final'

percent over 1980. determinaton by the Internal Revenue
A total of 37.278 partiopants. or 20 Service. Stockholders will be notified

percent of Edison's common stockholders promptly if the determination results in a
of record. had been enrolled in the Plan by significant change,
the end of the year. By reinvesting their .

divdends totahng 522.8 milhon and mak. Availability of Form 10-K
ing optonal Cash payments of $13.1 A copy of Oho Edison's 1981 Annual
milhon. partropants purchased 3.122.631 Report to the Secunties and Exchange'

j additional shares of common stock in 1981. Commission. Form 10 K. Will be provded'

Stockholders may invest all or part of without charge to stockholders upon
their quarterly divdends automaticaDy in request. If you would hke to receive a copy
additonal shares of common stock. The of this report. please wnte to Gregory F.
purchase pace of common stock purchased LaFlame. Secretary. Ohio Edison Company,
with reinvested common stock divdends is 76 South Main Street. Akron. Ohio 443081
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