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Ohio Edison System

Ohio Edison Company, with its head-
quaners in Akron. Ohio. provides electric
service to about 839.000 customers in an
area of approximately 7,500 square miles
in central and northeastern Ohio. The
Company's wholly owned subsidiary,
Pennsytvania Power Company. with its

headquarters in New Castle, Pennsylvania,

provides electric service to about 124,000
customers in an area of approximately
1.500 square miles in western Pennsylvania
Based on total kiowatt-hour sales, the
Ohio Edison System is the 19th largest
investor-owned electric system in the
United States

The Companies’ electric service reaches
an estimated 2 8 million people in 666
communities and rural areas and supphes
power for resale by 26 municipal electric
systems and 8 rural cooperatives. Also,
Ohio Edison participates in the sale, pur-
chase and interchange of power with
other electnic companies

We own or share in the ownership of
11 plants comprising 44 generating units
in 1981, our total system power plant
generating capacity of 5.686 megawatts
included 86 3 percent (4,907 megawatts)
coal-fired, 7.5 percent (425 megawatts)
nuclear, and 6.2 percent (354 megawatts)
oil-fired generation
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ABOUT THE COVER: The 502-foo! co«
tower under construction at the Beaye
Valiey Unit 2 nuciear plant in Shippinor
Pennsylvania, will process 507 400 ga
water every minute It serves as abacky:
1o photographs showing three aspects of
power produrtion. (Countercliockwise t¢
bottom ) Delivered by barge. train or tr.
the 10.1 million tons of coal burned
represented 90 percent of our generat
1981. Qur plants (including ownershi; «
produced 24.9 blilion kilowatt-hours of
electricity. The power produced was
transmitted and distributed to custom
through 32,000 miles of power lines

Ohio Edison's new Identification sym:
appears on the cover. The design was ¢
for its modern graphic appeai to ref
Company s progressive attitude tow -
meeting the challenges of the future




“inancial Highlights

-3rief Summary of Operations afv%"afs‘ 3&':::':
: Industrial Sales—27¢
Or the Years Ended December 31 1981 1980 Change
Residentia Sales—31¢
dlowatt-Hour Sales 24.7 Billion 22 4 Bilion +10.1% Commercial Sales—22¢
Jperating Revenyes $ 1.3 Billion S 1.1 Biion +184%
uel Expense $413.7 Million $3649 Milion 4 13 4% Other Sources— | 1¢
Jperating income $252.4 Million <1694 Miion 45 0%
Mlowance for Funds Used Sales to Utilities— &g
Dunng Construction $127.8 Million $106.5 Million +200%
nerest Expense $267.5 Million S1799 Milion 448 7% Other Electric Sales— 4¢
wcome Before F:!',mrm'm'j,'
Itern $183.0 Million $135.2 Miliion +35 4%
et income $197.1 Million $1352 Million  +45 8%
vet Income for Common
Stock 5163.9 Million S101.4 Milion 4+ 61 6%

DISTRIBUTION OF 1781 Net Interest— 14¢
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armmgs Per Common Share
1

Operating Taxes—11¢
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vet Income for Common - and Maintenance — 1 5¢

Stock $2.30 $1.52 +51.3%

Employee Wages
and Benefits— 9¢
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Dividends— 9¢
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President’s Message
ey A A

Justin T. Rogers. Jr

The Companies achieved a marked improvement in 1981
earnings, despite a aepressed economy that had adverse effects
on us and the nation as a whole

Rate increases received durning the year. increased sales of
electricity. and continued improvement in the major facets of our
operations were the main contributing factors to this achieve-
ment. Operating results in 1981, compared to the previous year,
show that

¢ Operating revenues increased 18.4 percent to $1.3 billion;

® Operating income increased 49.0 percent to $252 .4 million;

and

® Earnings per share of common stock reached $2 30, an

increase of 51 3 percent from the $1.52 earned in 1980.
[Of the 1981 earmings. approximately 30 cents per share
represented the combined effect of the gain on the purchase
of Company bonds and settlement of a claimed tax liability )

Rate increases totaling $199 million on an annua! basis helped
to bring our Income closer to necessary levels. Also, in early
1982 Pennsylvania Power began collecting rates which will add
nearly $27 millon to our annual revenue Yet, recognizing the
need to keep pace with inflation, iNcreased operating costs, and
high interest rates, we continue our efforts to obtain rates that
cover expenses and provide a fair rate of return to our
stockholders. Applications for addiional rate increases Now
pending before the various regulatory commissions total more
than $131 million and are detaled in the “Electric Rates™ section
of this report

Two things contributed to our 10 1 percent increase in 1981
total electric energy sales. which reached 24.7 billion kilowatt-
hours Fiest. while residential sales were down 0.8 percent. sales
to commercial and industnial customers were up 2 2 percent and
50 percent. respectively Second, with the continued improve-
ment in the performance and availability of our coal-fired gener-
aung units— 763 percent compared to 72 1 percent in 1980 —
we sold $74 milion worth of power to other electric companies
That gain marked the first tme since the mid-1970s that we sold
more power to other utilities than we bought for our own
needs

The improved availability of the Beaver Valley Power Statior
also contributed to our results and at the same time helped hc
down the cost of fuel to our customers. The 810-megawatt
nuclear generating unit had an equivalent availability rating of
73.6 percent in 1981—a noteworthy achievenent in its sixth
year of operation. Due in part to the availability of Beaver Val
our use of more expensive oil- and coal-fired generation
decreased from 99.3 percent of total generation in 1980 to SC
percent in 1981. We betieve this trend will continue when
Beaver Valley Unit 2 and Units | and 2 at the Perry Nuciear
Plant assume more of our generating load after their schedule
completion in the mid- to late-1980s.

While 1981 was a good year, overall. it was not without
problems:

In February 1981, The Public Utilities Commussion of Ohio
(PUCO] authorized us to begin recovering, through electric ra:
over 3 ten-year period, the preliiminary coc.s for cancelied
generating units. However, in July the Supreme Court of Ohi.
ruled, in a case nvoiving The Cleveland Electric lluminating
Company (CEI), that the PUCO could not authorize recovery
these costs as service-related costs in retail rate cases and an
appeal by CEl to the U S. Supreme Court was denied in Janu.
1982. Since that denial. CEl has appealed a subsequent order
the PUCO requiring the utility to reduce its rates to reflect the
elimination of these costs. Although the outcome of this marte
and its effect upon the Company are still unceitain, we face a
possible after-tax write-off of about $48 million, or 67 cents per
share of common stock. based on the average number of shars
outstanding during 1981 Whether a write-off will occur, and
so. its timirig, will depend upon a8 number of developments,
including the outcome of the CEl appeal and possible future
actions by the PUCO

As a result of the Ohio Supreme Court decision, we were a.
to obtain, within two weeks of that decision, a $90 million rat
increase (effective August 1) after reaching agreernent with all
the participants in our pending rate case. All parties agreed to
the level and the timing of the increase. The Company also
agreed. at the insistence of one of the parties. to a hearing to
determine whether there should be a management audit of tt
Company We agreed to the hearning in order to avoid any de
in recenving an immediate iNcrease. However, in granting the




ncrease on an emergency basis, the Commission ordered a
nanagement audit. without the heanng to which the parties
greed

The Commussion selected Cresap, McCormick and Paget. Inc.
—a nationally recognized management consultr«G firm—to
onduct an audit of management and operatons.

The audit. which began in January 1982, 1s nearing comple-
ion. and, according to the PUCO, we can expect a final report
wvith recommendations later this spring or early summer. We
aill of course, make maximum use of any recommendations
ahich will benefit the Company and its stockhoiders, employees
ind customers

Management audits are not new to us. in the mid-1970s we
wred an outside consulting firm to conduct @ management audit
of Ohio Edison. While the firm did recommend changes which
~e implemented. on the whole they found that our manage-
mient compared very well with other utilities. but that economic
ind requlatory obstacles already at work could cause problems
or all electric companies in the future Their findings were
Jbviously on target

The current business climate s one of those obstacles. causing
1 lower-than-forecasted rise In electnc sales to customers,
sspecially the auto and steel industnes. \We believe, however,
hat when the economy recovers, we will benefit from the
ncreased use of new and recently expanded auto and steel
nanufactunng faciives in our service areas. Major industnal
nojects aready underway in our service areas could. by the end
5 1982, increase our annual operating revenues by some $28
nillion. In addmion, we anticipate greater use of electricity in
ndustrial processes as the decontrol of oill and the expected
jecontrol of natural gas restrict the use of those fossil fuels

A winding down of our plant and environmental construction
yograms should aiso improve our financial future. Although we
amil need about $2 9 bithon in capital dunng the next five years,
1982 will be our peak year in expenditures at $726 milhion, with
1 tapering off in the years that foliow. By 1985, our plant
onstruction program will be imited to two nuciear units
scheduled for completion in 1986 and 1988 At that time. ou’
najor construction programs sho'a be behind us until we are
~ell into the 1990s

In the regulatory area, which has a dramatic influence on our
business, there is evidence that government agencies at both the
state and federal levels are expressing concern for our industry’s
financial health. This concern is apparent in recent decisions by
the PUCO, including: @ quick response to our emergency rate
increase request; the granting of higher rates of return on
common equity investment, which are essential to a utility’s
economic stability; possible acceptance cf a future test year
concept In setting electric rates, which would more accurately
reflect the real costs of providing electnc service during the pernod
that the rates are in effect. and a ruling that Ohio’s electric
utilities should not be drawn into the social welfare programs
through the establishment of so-called “lifeline” electric rates.

Along with these encouraging developments, much of our
optimism lies in the contributions of our employees. They
continue to perform in an outstanding r:anner, as evidenced by
the significant improvement in our sales o other utiliies. Their
skill and ingenuity, however, touch all aspects of our operations.

We hope you share our pride in what the employees have
accomplished. Yet, while those accomplishments have been
signfficant, they would not have been possible without your
understanding and support, which is sincerely appreciated

\) i| = [ 7 \\
\11 d :(AM 7 . / A A
Justin T. Rogers, Jr
President

March 16, 1982
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Financial Review

Electric Sales and Revenues
Increase

Ohio Edison and Pennsylvania Power
sold 247 billion klowatt-hours of electricity
in 1981, 101 percent more than the
amount sold in 1980. Led by a 10.6 per-
cent increase in sales to the steel Industry,
kilowatt-hour sales to industrial customers
increased 5.0 percent. and sales to com-
mercial customers increased 2.2 percent
Sales to residential customers declined 0.8
percent from 1980 mainly because of a
drop in home construction and moderate
temperatures that resuited in less use of
heating and ar conditioning. Also, @ major
ncrease in sales to other utilites

contributed 2.0 bilion kilowatt-hours to the

overall Increase in sales

This improvement in kilowatt-hour sales,
combined with new rates, resulted in an
18 4 percent increase in operating reve-
nues to $1.3 bilien, compared to S1.1
bilhon in 1980

Operating Expenses and Taxes
Operating expenses and taxes increased

by $115.8 milion. or 12.7 percent. from the

1980 amount of $911.5 million.

The purchase of fuel needed to generate

electricity continued to be our largest oper-
aung expenditure, accounting for 32 cents
of every revenue dollar received in 1981
These costs totaled $413.7 milion—a 13.4
percent increase over 1980

Net costs of power purchased and inter-

changed (exchanged with other electric
comparves| reflected an expense of $29.3

milkon in 1981, up 12 4 percent from $26.1

million in 1980 primarily because more
power was delivered to other utilities as
revenue sales in 1981, as opposed to inter-
change sales

Other operation and maintenance costs
for 1981 increased by $21 .0 milion, or 7.0
percent, to $319 3 milion. These increases
resufted mainly from increases in the cost
of labor, materials. and services. The total
increase was partially offset, however,
because with the improved availabiity of
our generating plants. maintenance costs
were reduced by $3.7 million

Taxes associated with utility operations
increased to $165.1 milion in 1981 from
$136.7 million in 1980. Income taxes
increased by $29.2 million in 1981, but
general taxes decreased by $0.8 million
because of a $14.4 million credit from the
settiement of a Pennsylvania excise tax on
gross receipts lability which had been
established in prior years. Ten cents per
share of 1981 earnings resulted from the
settiernent of this tax

Construction Expenditures

Expenditures for environmental, plant,
and other system improvement projects
totaled $568.0 million in 1981, compared
to $515.0 milion in 1980. The Companies
Currently estmate that construction costs,

NCluding nuclear fuel costs, will total about

$726 mithon in 1982 and $2.9 billion for

1982 through 1986. The five-year period
reflects substantial expenditures ‘or three
nuciear generatng units scheduled for
completion between 1984 and 1988 an
a large environmental program schedule
for completion in 1984. A significant
portion of funds for these projects has ar
will come from the sale of securities

Interest and Dividends

Net interest and other charges increase
52.7 percent to $200.2 milhon in 1981,
compared to $131.1 million in 1980,
because of increased long- and short-terr
debt borrowing and high interest rates

Preferred anc preference stock dividenx
requirements decreased to $33.2 million
1981. from $33.7 miilion in 1980 because
of sinking fund transactions and other pr
ferred stock repurchases during the year

Net Income for Common Stock
Increases

After allowance was made for paymer
of preferred and preference stock dividen:
net iIncome available for common stock
was $163.9 million, compared to $101 .4
milion for 1980 With the November sal¢
of 7 milion new shares and the issuance
of 3.1 million shares through the Dividerx
Reinvestment and Stock Purchase Pian. tt
weighted average number of shares of
common stock outstanding increased
during the year to 71.2 million from 66.7
miltkon in 1980 On a per share basis.
earmings were $2.30 in 1981, compared
to $1.52 in 1980 However, 20 cents per
share resulted from the Comrany’s pur-
chase of $65.8 million of it ¢ ststanding
first mortgage bonds at m: kel prices
below therr face value

Diwvidends of 44 cents per sha e on the
common stock of Ohio Edison Company
were declared by the Company’s Board «
Drrectors for each quarter of 1981

Earnings and Dividends
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Top: A crane lifts the 700-ton dome onic t*
containment bullding of the Perry Nuclea
Plant Unit 1 which Is 80 percent complets a
scheduied for operation in 1984

Bottom Left: The Beaver Valley Unit 2 nucle,
plant. scheduled for operation in 1984 s
being financed in part, by the innovative
Ohio Edison Energy Trust

Bottom Right: Installation of an electrostati
precipitator at the Edgewater Plant was par
of our construction program to meet clean
standards. for which 5119 .8 million was spe
in 1981,
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System Operations

Generating Unit Availability

Our major commitment to Improving
power plant perfformance continued to be
successful in 1981 . Intensive maintenance
programs and plant design modifications
contnibuted signfficantly to achieving a
generating unit equivalent availability of
76.3 percent in 198i. This was an
improvement of 4 percentage points over
1980 and approximately 18 percentage
points better than the same period in 1978
when we initiated our generating unit
reliability program. The improved
performance enabled us to sell 97.0
percent more power to other electric
companies than in 1980. Also, our pur-
chase of power to meet customer demand
represented only 7 6 percent of total sales,
compared to 11.0 percent in 1980

Beaver Valiey Unit |

Dunng 1981, Beaver Valiey Unit 1 in
Shippingport, Pennsyivania, with an avair
ability of 73 6 percent, expenenced its best
year of performance since it began opera-
ton in 1976. We own 525 percent, or
425 megawatts of the 810-megawatt
nuclear unit, which i1s operated by
Duquesne Light Company of Pittsburgh,
Fennsylvania

On December 25, 1981, the unit was
shut down for refueling and maintenance
During the scheduled 20-week shutdown,
further modifications will be made to meet
operating requirements which the Nuciear
Regulatory Commission imposed on all
nuclear plants after the Three Mile Island
accident

System Dispatching Center
Nearing Completion

The $9.1 million System Dispatching
Center, which will increase the operating
efficiency of our transmission and
distribution system, 1s scheduled for
operation in late 1982 The structure has
been completed and work is continuing |
preparation for installation of the computt
equipment. The center's computer will
provide for more efficient use of the
system’s generating units, increase the
operating security of the transmission
system, and improve generating unit
response to the minute-to-minute change
N customer demand for electricity

Youngstown Service Center
Renovation Project Finished

A $5.1 milion, nine-year renovation
project at the Youngstown Service Center
was completed in 1981. The three-phase
project alieviated crcwded conditions anc
improved the work environment. The firs
two phases were construction of a servic
garage and parking deck, plus yard
improvements (completed in 1974} and
construction of a storeroom and truck
garage (compieted in 1975). The final
phase included renovation of the faciities
and the purchase of a buillding to house
the substation maintenance section

Steam System Shut Down

With approval from the PUCO. the
Company closed its last steam heating
plart on May 1. 1981. The plant. in
Springfield, Ohio, was shut down becaus
of nsing fuel costs. a declining number of
customers, and the prospect of having to
install costly equipment to meet stringent
environmental regulations. Steam plants
Akron and Youngstown, Ohio, were sok
in 1980

Far Left. At the k. E. Burger Flant, coalis ¢
above hoppers which empty ontc ar
underground conveyor that carries the (oa
insige the plant where it Is ground inte
powder, then fed into the Plant 's bollers

Left: Large hoppers of a new electrostatic
precipitator collect more than S5 percent of
the fiy ash from emissions at the Niles Plant

Right The $1 3 blllion coal-Tired Bruce

Mansfield Plant is equipped with the most
sophisticated environmental contr
technology In the electric utility Industry

What appears to be smoke coming from the
cooling towers [background and the chimne
IS actually water vapo: —a by-procuct of the
environmental systems
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Zlectric Rates and
Rregulatory Developments

Retail Rate Cases

In February, The Public Utiliies Commis-
sion of Ohio (PUCO) granted a $91 million
-ate increase to Ohio Edison, which was
subsequently increased to $98 million by
‘he PUCQO. This increase was the result of
3 $118.1 million request filed in May 1980

The PUCQO granted the Company an
smergency rate increase of $90 million in
Augqust after an agreement was reached
netween principal parties on a $139.2
miliion retail rate increase request filed in
March 1981 with the Commission

The Company filed an application with
the PUCO in January 1982 for a 98
percent rate increase, which s expected to
oecome effective in late 1982 If granted in
the full amount requested. the increase
would result in approximately $117.7
mithon in addional revenue annually

Also in January 1982, Pennsylvania
Power was granted $24 9 million of the

$32.7 milion retail rate increase request
filed with the Pennsylvania Public Utility
Commission in Apsil 1981

Wholesale Rate Cases

in January 1981, the Federal Energy
Requlatory Commussion (FERC) authorized
Ohio Edison to place into effect wholesale
rates which would produce an addtionai
$10.6 milion in revenue annually. The
increase, which is subject to refund, repre-
sents part of a $13.9 million request that
was filed in June 1980 and s currently
being collected from the Company’s 21
municipal customers

The Company filed an application with
FERC in November for authority to increase
wholesale rates in January 1982. The
Commussion has postponed the effective
date of the increase untl June 9, 1982
This proposed increase would produce an
additional $14.2 milion in revenue on an
annual basis, compared to rates currently
in effect

Pennsylvania Power began collecting an
additional $1.7 milion in January 1982
from its five municipal resale customers as
the result of a ruling by FERC on the first of
a two-part request made in September
1981, In the request for a total increase of
$2 3 million, Pennsylvania Power proposed
that if, at the conclusion of heanngs, FERC
finds that more than the $1.7 mifion in
additional revenue s warranted, the higher
rates will be collected annually from the
date of the decision

Construction Allowance Upheld

A ruling by the Supreme Court of Ohio
N May upheld a decision by the PUCO
which allowed the Company to include
$23 5 milion in construction costs for
Bruce Mansfield Unit 3 in our rate base
pror to the unit’s commercial operation
The recovery of costs [Construction Work
in Progress) was allowed because the unit

was 75 percent complete by March 31,
1979.

New Fuel Adjustment Used

In August, the Company changed its
method of recovering fuel costs by using a
new fuel adjustment procedure required by
recent Ohio legisiation. Under the new
procedure, a flat rate is collected for six
months, based on a predetermined fuel
cost level. After that period, the difference
between the amount collected for fuel
costs and the actual fuel expenses 1S calcu-
lated and. with approval of the PUCO. 1s
included as an adjustment in the fuel cost
level for a subsequent six-month penod.

Lifeline Rates

The PUCO ruled in November that Ohio
electric utilities will not be required to
implement so-called "lifeline” rates for
which qualifying customers pay rates
below the cost of service. The Commussion
said electric utility rates are not an appro-
priate or efficient method of providng
financial assistance to low-income or
elderly customers

Future Test Year Concept Proposed

Last fall. the PUCO permitted the
Company to include two test periods in
deterrmining its need for revenue in the
January 1982 rate increase application
The normal test year is based on actual
past levels of revenue and expenses for the
first six months and on estimates for the
second six months. The future test year Is
based entirely on estimates for the year
after the normal test year. Use of the future
test year concept should enable the
Company to more accurately reflect the
effects of inflation in 1its rates during the
period that the rates are in effect. The
PUCO will base its decision on one of the
two test penods

Top Substations for transmission and
distribution of power are an Integral part of
supplying adequate and reliable electric
service to more than 960, 000 customers

Bottom Left Brighter. energy-efficient lights
provide better visibllity and Improve camera

overage for high school footbal! fans at the
Faul Brown Tiger Stadium In Massilion

Bottom Right In downtown Springfield Ohio
major renovatiors have occurred in the Core
Block area represented by this nighttime
scene For Its new ten story affice bullding
{left). Credit Life Corporation Is considering
economical load management by shifting from
gas heat during the day to electric heat
during off-peak hours

Kllowatt-Hour Sales
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Financing

Security Sales

During 1981, the Companies raised
$411 mulion in long-term capital to finance
a major portion of the Companies’ corr
struction programs. The majority of pro-
ceeds from the sales of vanous securities
were appled to reduce short-term debt
incurred for the construction and
acquisiion of new faciities and other
Systern improvements

Common Stock

In November, the Company receved
approximately $85 million from the sale of
seven million shares of common stock at
$12.125 per share

We also raised S35 9 million from the
issuance of 3.1 millkon shares of common
stock through our Dividend Reinvestment
and Stock Purchase Plan

First Mortgage Bonds

In June, Pennsylvania Power soid $20
millon of bonds. This senes, at 16-1/8 per-
cent interest, will mature on June 1, 1989

In a public offering in September, the
Company issued $75 milion of bonds,
carrying an interest rate of 18-3/4 percent
ardd a matunity date of October 1, 1991

Poliution Control Bonds

It January. $4 6 milion principal
amount of Poliution Control Revenue
Bonds, 1981 Senes G. and $1 miflion
principal amount of Environmental
Improvement Revenue Bonds. 1981 Senes
A. were issued. on behalf of Pennsylvania
Power, by the Beaver County Industrial
Development Authorty. On behalf of
Ohio Edison, the Authority soid $14.3

million pancipal amount of Pollution Con-
trol Revenue Bonds, 1981 Series H- These
series mature in 1983 and bear interest
at 60 percent of the floating prime rate.

In April. on behalf of the Company, the
Ohio Arr Quality Development Authority
sold 5100 milhon of a new senes of pollu-
tion control revenue bonds. The new
bonds, 1981 Senes A [Ohio Edison Com-
pany Project). carry an interest rate of
8-1/2 percent and mature n 1984 and are
entitied to the benefit of a bank letter
of credit

Proceeds from the sale of these bonds
by each Authority have been or will be
used to finance the installation of ar
pollution control faciities at various coal-
fired power plants in Ohio or at the Bruce
Mansfield Plant in Shippingport.
Pennsylvania

International Financing

To expand our capital market oppor-
tunities. the Company established 2 sub-
sictiary. Ohio Edison Finance NV, in the
Netherlands Antilles (West Indies), which
enables the Company to obtain funds
through the sale of notes to foreign inves-
tors The interest on these notes 15 exempt
from United States and Netherlands Antilies
withholding taxes. The first offering made
through the subsidiary was 17-1/2 percent
Guaranteed Notes in the principal amount
of §75 milion. The sale of these notes,
which will mature in 1988 was completed
in October. The Company has quaranteed
the payment of principal and interest of
those notes and has secured its guaranty
with a pledge of a new senes of its First
Morngage Bonds

Ohio Edison Energy Trust

In 1980. the Ohio Edison Energy Trust
was established to make available up to
$500 million to finance, in part, the
construction of Beaver Valley Unit 2, an

833-megawatt nuclear generating unit
being built in Shippingport, Pennsylvania
The Company’s share of the estimated
tota! construction cost of the urit is $1.07
billion. The Trust allows us to increase ou
financial fiexibiity by deferning a portion o
the long-term financing requirements for
the project untl nvestment in the unit car
be inciuded in electric rates established by
the regulatory cornmuissions

By the end of 1980, $265 million of the
unit’s construction costs had been finance
through the Trust. In 1981, an addtional
$167.5 millicn was provided

Te « Benefits Transferred

Through provisions of the Economic
Recovery Tax Act of 1981, we were able
to raise $37.5 million by transferring cena
tax benefits related to facities placed into
service dunng the year

The transaction =nabled us to gamn
immediate benefit from investment tax
credits and accelerated tax depreciation
deductions that otherwise wouid not hay
been available for several years. Proceeds
from the transfer were used to reduce
short-term loans incurred for System
improvements

Securities Purchased

To strengthen the Company’s common
equity base and reduce long-term debt an
preferred stock, in 1981 we purchased
some outstanding first mongage bond arnx
preferred stock securities at prices below
therr face value. In total, $65 .8 million of
first mortgage bonds were purchased,
which resulted in an extraordinary gain
equivalent to approximately S14 milion, o
20 cents per share of common stock We
also purchased approximately 27,000
shares of our preferred stock, $100 par
value, further iNncre4sing common eguity
by approximately $1.8 milion

New Long-Term Capital
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equipment is channeled upward through the
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“inancing (Continued)

Nuclear Fuel Financing

To provide funds for financing the costs
of nuclear fuel. the Company entered into
an arrangement in December nvolving the
ormaton of a special purpose corporation
inrelated to the Company. The corpora-
1on will 1ssue commercial paper or make
aank borrowings to finance these costs
and will lease the fuel to the Company
As the arrangement currently exists, up to
$135 million 15 avaiable. As of December
31, $15 milion was financed through this
arrangement. Pennsyivania Power expects
o enter INto a similar arrangement in early
1982 for $30 milion to finance its nuclear
fuel costs

Securities Ratings Lowered

In July. two investor services lowered
therr ratings of the Company’s securities,
aung the Company's financial condition,
high money costs and the continued high

ash demands resulting from the
construction program

Moody's Investurs Service, Inc., lowered
ratings on our 19 series of publicly held first
mortgage bonds from A to Baa and
downgraded the rating on six series of
pollution control revenue bonds from Baa
to Ba. However, therr ratings on our
preferred and preference stock remained
Baa and Ba, respectively

Also, Standard and Poor's Corporation
lowered our first mortgage bonds to Triple
B-minus from Triple B-plus. The Company’s
pollution contro! revenue bonds were
towngraded to Double B-plus from Triple
8, preterred stock to Double B from Triple B
and preference stock te Double B-minus
from Double B

Coal Supplias

Approximately 10.1 milion tons of coal
were burned at our nine coakfired power
plants in 1981 About half of our coal
purchases are made through long-term
contracts for supplies coming from south-
eastern Ohio and western Pennsylvania
The balance 1s purchased on the open
market from the same region and from
eastern Kentucky and West Virginia.
Pennsylvania Power buys coal from central
and western Pennsylvania.

Coal Quality Improved,
By-Products Sold

During 1981, we continued to purchase
better-quality coal for our power plants. In
addition to higher heating values, the coal
represented an approximately 22 percent
decrease in ash and an 18 perzent decrease
in sulfur content compared to coal received
in 1977. The higher heat content of coal
resulted in higher boiler efficiency, less
maintenance, and lower ash handiing
costs

The Company has also continued to
reduce its expenditures for ash disposal by
finding buyers for some of its ash. The ash
can be used as a partial replacement for
portiand cement in concrete and concrete
products, in vanous construction applica-
tions such as a structural fill or a road base
material. and for highway snow and ice
control. The sale of coal ash in the last
three years totaled approximately
$236,000

North American Coal
Agreement Reached

As part of an agreement reached in
March between Ohio Edison and the

North American Coal Corporation, up to
1.2 million tons of coal per year will be
deiivered through November 1982 to the
R E Burger Plant in Shadyside, Ohio

The coal will be washed and the resulting
lower ash content will assist us In meeting
environmental requlations at the piant

This agreement resolved a lawsutt filed
by North American in September 1980
Involving a saies agreement to purchase a
minimum of 1.6 millon tons of coal per
year from two of North American’s south-
eastern Ohio mines. In June 1980, we
notified North Amerncan of our intention to
terminate the sales agreement because the
mines were not producing coal in the
quantity or aualtty specified in the
agreement.

Also included in the agreement is a
revised pricing arrangement that will
intially save the Company approximately
$3 per ton because 1t fixes the cost of coa
at a level comparable to the average price
for all coal we purchase

Quarto Coal Contract Amended

To reduce overall coal costs for the Bruce
Mansfield Plant, the Central Area Power
Coordination Group (CAPCO). which
includes Ohio Edison and Pennsylvania
Power. reached agreement with the
Quarto Mining Company to amend two
coal sales contracts The amendments
allow CAPCO to specify tonnage require-
ments and approve mining plans for
Quarto’s three southeastern Chio coal
mines Under the amendments, less Quano
coal will be bought. enabling CAPCO to
buy a greater portion of coal from more
economical sources that are now available
In a separate agreement with Quano’s
parent company. the North Amernican Coal
Corporation. CAPCO was granted an
open-end option to acquire Quariu

e? At .5 1 800 tant of coal to the

VEere ~ 1981 to
Rive Burger

« and Toronto
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Environmental Activities

Legislative Developments

With the Clean Air Act subject to review
n 1981, we were in frequent contact with
federal legisiators and their staffs with our
suggestions for improving the Act. These
improvements would decrease the com-
plexities and administrative burdens im-
posed by the current Act

We are also working to discourage
nappropriate legisiation directed at the so-
called “acid rain” problem in which
precipitation 1s thought, by some people,
to contain acidic matenals introduced by
the chemical transformation of industrial
emissions. We believe that the level of
scentific knowledge on “acid rain” s
insufficient to justfy enactment of
legisiation which could require utilities to
spend bithons of dollars on more ar
poliution control with no reasonable
assurance that the theoretical effects of
“acd rain” would be reduced

Als0, we are actively participating in the
activities of the Coalition for Environmentak
Energy Balance (CEEBI. Made up of
approximately 30 midwestern utilities and
other industries. CEEB 15 working to
improve the level of public and legislative
understanding of eneigy-related issues

such as the current “'acid rain’” controvers
The Coalition has commissioned 3 study t
determine the cost-effectiveness of current
and proposed environmental laws and
requiations. and it has begun a sernes of
advertisements in Major newspapers in th
Northeast to bring focus to the issue

Air Quality Projects In Progress

Retrofitting existing power plants to rmes
revised clean air standards will cost the
Companies $464 8 miliion from 1981
through 1986, with $119 4 mullion of that
amount spent in 1981

Sammis Air Quality Control Project

The largest ar quality control project 1
underway at the coalfired W H Sammis
Plant near Stratton, Ohio. The $450 mil!
project. which is pictured on this page. s
on schedule and planned for cormpletion 1
August 1984 In November 1981, the
bridge-ike deck (140 feet wide and 915
feet long) needed to support poliution
control equipment was completed
Constructed over a four-lane highway, th
deck will support six large dust ¢ollectors
which will replace existing equiprment to
control particulate emissions. A seventh
dust coliector will be censtructed on the
ground south of the piant. The project is
about 25 percent complete

Additionai Air Quality Control Projects

In July. we placed ir'o service a $31.1
milhon installation of two electrostatic
precpitators and a 393-foot chimney at th
Niles Plant in Niles, Ohio. At the R E
Burger Plant in Shadyside, Ohio, two
electrostatic preciprators are being install
for two boilers at a cost of $45 3 million
and are scheduled for completon in Marct
1982 Also scheduled for March 1982
completion 1s a $21.8 million electrostati
precipitator at the Edgewater Plant in
Lorain, Ohio

Left: At the R E. Burger Piant. two e
static precipltators for Units 7 anc B ¢
operation In Aprit 1982 The
environmental project Includes a siic |
which will load trucks with fiy ash I
transportation to a landfill

Right. Because of the lack of avallable sg
$28 million deck that Is ten times the sti+
of a highway bridge will support replaces
dust collectors for six units at the &' M S,
Plant In the bottom left the dust colle t
for Unit 7 is also unde: construrti !
envirgnmental project Is schedules !
pletion in 1984 at a cost of about $45
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Power Supply Planning

The projected rate of growth for
customer demand 15 approximately 2
percent per year for the penod 1982
through 1991 With the three nuclear
generating units scheduled for commercial
operation in the mid- to late-1980s,
adequate generating capacity should be
available to meet the energy demands of
our customers with adequate reserve
margns well into the 1990s

Nuclear Plant Construction
Proceeds

Construction is continuing on three
nuclear-powered generating units being
financed and built by the five CAPCO
companies: Ohio Edison, Pennsylvania
Power, The Cleveland Electric llluminating
Company. The Toledo Edison Company
and Duquesne Light Company

Construction that began in 1974 con-
unues at the $4 billion Perry Nuclear Plant
in North Perry, Ohio, which 1s being built
and will be operated by The Cleveland
Electnc lluminating Company. The
1.205-megawatt Unit 1 is now about 80
percent complete and scheduled for com-
mercial operation in May 1984. The
1.205-megawatt Unit 2 is also progressing
well and 1s scheduled for commercial oper-
auon in May 1988. Ohio Edison and
Pennsylvania Power will own 35 24
percent. or 850 megawatts. of the total
generating capacity from these nuclear
units

Beaver Valley Unit 2 at Shippingport,
Pennsylvania. which is being built and will
be operated by Duquesne Light Company.
IS about 50 percent complete. Construction
began in May 1974 and commercial oper-
aton is scheduled for May 1986. The
833-megawatt unit, of which we will own
4188 percent. or 349 megawatts. will cost
an estimated $2 4 billion

Coal Gasification Research Project

Along with the Allis-Chalmers Corpora-
ton, the state of llinois. and a8 number of
other utilities. we are participating in a
$135 milion coal gasification research proy-
ect at llinois Power's Wood River Plant
near East Alton, llinois. The project is in-
tended to demonstrate the feasibility of
converting a high-sulfur coal. like that found
in Ohio, to a clean-burning gaseous fuel

In October 1982. that plant 1s scheduiec
to begin 18 months of testing and demon
stration. It will process 600 tons of coal pe
day for use in an existing 50-megawatt
plant. In helping plants meet strct air poliv
tion standards, the process will produce
ash and solid sulfur by-products which wi
require mirimal disposal. Following suc-
cesstu! demonstration, larger capacity plant
are expected to be built by Allis-Chalmers

To aate, we have contributed $2.3
million to the project. with $1.5 milion
more scheduled through 1984

System Load Management
Program Reduces Demands

Through our load management pro-
gram, we are actively encouraging our
customers to modify their time of electrica!
use—in effect. to shift therr loads to off-
peak periods so that system peak demand
15 reduced without adversely affecting elec
tric revenues. The emphasis of this
program is to either help customers shift
existing loads or help to design new
customer loads to operate at off-peak
penods. Shifts to off-peak help reduce the
need for costly new generating plants to
meet peak demands and delay the tme
when we will have to finance and put
those facilities into service

In 1981, the program resulted in a reduc
tion of 20 megawatts in average system
peak demand. Over the five-year period
beginning in 1977, we were able to
reduce our customers’ contribution to pea
system demand by 132 megawatts

Large industrial and commercial Cus-
tomers were primarily responsibie for the
results achieved. Residential customers are
encouraged to install load contro! devices
and change the ume of use for major
appliances

Power Supply Planning

L Construction Work in Progress

R Net Utiity Plant in Service
f
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T~ $4.200.000.000

- $3.500.000.000

$2.800.000.000

$2.100.000.000

- $1.400 000000

§ 700.000.000

Right: The more than 7.600 men and won
who make up Ohio Edison ang Penntyly
Power know the importance of provid
customers with good service Their sk

hard work are the primary reason that we
deliver service which Is 99.9 percent reliabile




Customer Relations

Customer Contact

Ohio Edison and Pennsylvania Power
stnive to maintain good customer relations
in 1981, over 300 employees attended the
training program on “"Handiing Customer
Inquines and Complaints.” Also, meetings
have been held with customers to help
them find ways to use electricity more
efficently and at less cost

The Companies have maintained a pro-
gram of monthly meetings, through divi
sions, with seven customer panels of 10
to 15 volunteers. These customer pane!
members relay our information to the
organizations they represent, such as
senior citizens, labor, minorities, and social
service agencies. In addition, in 1981
Speakers Bureaus and Customer Services
employees from both Companies gave
energy-related ta'ks to 4,755 groups which
totaled 124,823 participants

Statement Billing Instituted

In August, the Company replaced its
postcard bills with statement bills maided in
envelopes. This new billing format will
enable us to better meet mailing of nfor-
mation to customers frequently required by
law angc requilators. and at the same time
provide the means for including other
messages of customer interest

Customer Attitudes

Periodically, we conduct surveys to
determine customer attitude about our
service and identify the subjects of their
concern Of 500 Ohio Edison customers
surveyed in Auqust. 93 percent of re
spondents conswiered electncity an average
to above average value, and the same .
number indicated that we provide good
service

Management Changes

Board Members Retire

In 1982, three members of the Board of
Directors will retire. following a 1980 Board
resolution which makes members ineligible
for nomination by the Board if they are 69
years or oider. Accordingly. D. Bruce
Manstield, Fred H. Zuck, and John L
Feudner, Jr. will not be designated for
reelection at the 1982 Annual Meeting of
Stockhoiders. Mr. Mansfield, whose career
with the Company spanned nearly 35
years. served as president of Ohio Edison
and Chairman of the Board of Pennsylvania
Power He 1s widely recognized for his
contributions 1o the electric utility industry
and the community. Mr. Zuck. a drector
since 1960, was formerly Chairman of the
Board at the Sandusky Foundry & Machine
Company. Mr. Feudner. Executive Director
of Akron Community Trusts, served as
director since 1967

We are grateful for the iong and active
service these men provided Ther leader
ship and wisdom will be missed

New Board Members Elected

At the 1981 Annual Meeting of Stock-
holders in April. two new members were
elected to the Board: Donald C. Blasius,
president of The Tappan Company
Mansfield. Ohio, and Glenn H Meadows
president of the McNeil Corporation,
Akron, Ohio

Employees

Employee Programs

On December 1, employees were
mailed a statement listing their indi idua!
heaith. life. and pension benefits. Annually,
a similar statement will be prepared and
maiied to help maintain employee aware-
ness of the value of benefits they receive

in October. we established an Employee
Suggestion System, which encourages
employees to submit ideas for reducing
operating costs and improving productivity

Work has begun on a new $700,000
classroom facility at the Employee Training
Center in Massilion, Ohio. The buillding
which is scheduled for 1982 completion
will include a high bay area with poles
enabling trainees to learn cimbing skilis
without weather interruption

Also. through coordinating our manage-
ment development activities with the
University of Akron, 545 empioyees
attended training courses designed to
improve ther managerial effectiveness

Affirmative Action Promoted

Ohio Edison 1s committed to Equal
Employment Opportunity and Affirmative
Action Programs This commitment 1s
supporned by participation in responsible
programs to improve the employment
opportunities of minonties. females. the
handicapped, and veterans




Ohio Edison Company
Officers

Justin T. Rogers, Jr.
President

Victor A. Owoc
Executive Vice President
Douglas W. Tschappat
Executive Vice President
Lynn Firestone

Senior Vice President
Robert J. McW horter
Senior Vice President
Robert G. Zimmerman
Semior Vice President
Russell J. Spetrino
Vice President and General Counsel
Frank E. Derry

Vice President

Clyde W. Frederickson
Vice President

Donald J. List

Vice President

William B. Marvin
Comptrolier

Gregory F. LaFlame
Secretary

H. Peter Burg

Treasurer

Warren G. Fouch
Assistant Comptroller
Charles N. Glasgow
Assistant Secretary
Joanne Martin
Assistant Secretary

Mark T. Clark
Assistant Treasurer

Division Managers

David R. Gundry

Akron Dwvision

Anthony N. Gorant

Bay Division

James E. Markle

Lake Ene Division

Malcolm E. Cash
Aansheld Division

Donald L. Rearick, Jr.

Marion Division

N. Rod Monahan

Springfelkd Division

Robert E. Dawson

Stark Division

David C. Bixler, Jr.

Warren Dvision

Peter A, Fetterolf
Youngstown Dwision

Board of Directors

Donald C. Blasius

Presigent of The Tappan Company,
Mansfield, Ohio, manufacturer of
microwave ovens, applances, kitchen
cabinets and bathroom vanities
Member, Nominating Committee
William A. Derrick

independent Electrical and Mechanical
Engineering Consultant, also President of
Leisure Industries, Inc., Sandusky, Ohio,
developer of real estate and residential
building. Chairman, Salary Committee
John L. Feudner, Jr.

Executive Director of Akron Community
Trusts, Akron, Ohio. Chairman, Audit
Committee, Member, Finance Committee
Dr. Lucille G. Ford

Vice President and Dean of Business
Administration, Economics, and Director
Gill Center for Business and Economic
Education, Ashland College, Ashiand,
Ohio. Member. Nominating Committee,
Finance Committee

Robert L. Lougthead

President of Copperweld Steel Company
Warren, Ohio, manufacturer of carbon
and alioy biooms, billets, and bars
Member. Salary Committee

D. Bruce Mansfield

Retired —formerly President of this
Company and Chairman of the Board of
its subsiciary. Pennsylvania Power
Company Member, Audit Committee
Glenn H. Meadows

President of McNeil Corporation, Akron
Ohia. manufacturer of industrial and
automotive lubrication systems, pumps
systems for automated production and
material handiing. heating and air
conditioning equipment swimming pool
chemicals and equipment. and automatic
beverage dispensing/control systems
Member, Salary Committee

Victor A. Owoc

Executive Vice President of this
Company. Member, Finance Committee
Justin T. Rogers, Jr.

President of this Company and Chairman
of the Board of its subsidiary
Pennsylvania Power Company
Chairman. Finance Committee
Nominating Committee

Douglas W. Tschappat

Executive Vice President of this
Company

Frank C. Watson

President of The Youngstown Weiding
and Engineering Company.
Youngstown. Ohio, fabricator of non-
ferrous alioys. Member. Nominating
Committee, Audit Committee

Robert G. Zimmerman
Senior Vice President of this Company
Member. Nominating Committee

Fred H. Zuck

Retired—formerly Chairman of the Boa
of Sandusky Foundry & Machine
Company. Sandusky, Ohio,
manufacturer of centrifugal castings

Top Left: {rear) D. Bruce Mansfield
Fred M. Zuck. (front) Justin T Rogers. J
and John L Feudner Jr

Top Right [left to right] Robe hhi
Robert G Zimmerman Glenn M Megagow

and Douglas W Tschappat

tL Loug

Bottom: (left to right) Dr Lucilie G F
Frank € Watson Donald C Blasi
Victor A. Owoc. and William A Derr
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Management Report

The consolidated financial statements were prepared by the
management of Ohic Edison Company. who takes respon-
sibiity for their integrity and obyectivity. The statements were
prepared in conformity with generally accepted accounting
principles and are consistent with other financial information
appeanng eisewhere in this report. Arthur Andersen & Co., in-
dependent public accountants, have expressed an opinion on
the Company’s financial statements, as shown on page 40.

The Company’s intemal auditors, who are responsible to
the Audit Committee of the Board of Directors, review the
results and performance of operating units within the Com-
pany for adequacy, effectiveress and reliabiity of accounting
and 1eporing systems, as wei as managerna! and operating
controls

Results of Operations

Results of operations for 1981 showed a significant im-
provement over 1980 results with the Compeny achieving a
rate of return on average common equity of 14 6% com-
pared to 9.7% and 11.2% in 1980 and 1979, respectively.
Two unusual factors were present m 1981 which heiped to in-
crease earmnings Fist, was an after-tax extraordinary gain of
$14.042 000 applicable to the Company's purchase of
§65821.000 prncpal amount of its outstanding first mon-
gage bonds. This program is further described below. Second,
was the successful settierment of a claimed Pennsyivania tax
habiity which the Company, along with other utilites, had
disputed The Company had made provision for possible pay-
ment of the tax from 1977 through 1979; this settiement re-
sulted In an increase to 1981 net ncome of $7.012.000.
Absent these two factors, the average return on common
equity would have been 12.9% in 1981

Rate increases implemented by the Companies in 1981
were the major factors toward the marked earmings improve
ment. Approximately two-thirds of the increase in operating
revenues is a result of those rate increases. The remainder was

The A «* Committee consists of three non-employee drrec-
tors whose dutes include: inquiry into the number, extent
adequacy and validity of reqular and special audits conducted
by independent public accountants and the internal auditors
the recommendation of independent accountants to conduct
the normal annual audit aid special purpose audits as may be
required, and reporting to the Board of Directors the Comm»
tee’s findings and any recommendation for changes in scops
methods, or procedures of the auditing functions. The Audr
Committee heid three meetings during 1981.

V. A Owoc W. B. Marvin
Executive Vice President Comptroller
Chief Financial Officer

due primarily to increased sales of short-term power to cthe
utiities. In additon to the effect of rate increases in 1550

approximately one-fourth of the revenue increase in that ye:

was due to increased fuelrelated revenues. Kilowatt-nour
sales to customers other than utilities increased 1.4% in 1981
after having decreased 2.8% in 1980 The 1981 increase was
principally the result of a 5 0% increase in kilowatt-hour sales
to industria! customers.

The prce of fuel has been increasing from 1979 through
1981 but the increase in fuel costs in 1981 compared to 1980
is pnmarly due to greater quantites of fuel consumed. This
was due to the combined effect of placing Bruce Mansfield
Unit No. 3 into commercial operation in late September 1980
and the improved generating unit availabiity acheved in
1981 compared to 1980 Were it not for the deferral of Quarto
coal costs. however, total fuel costs would have increased by
approximately $43.200,000 more than the reported ncrease
for 1981 (see below and Note 1 of Notes to Consolidated
Financial Statements). Reduced dependence upon generaton
from more costly oi-fired units in 1980 heid down the increase
in total fuel costs by approxmately $19.000.000 under the




v v o e

amount that the continually increasing prices for coal and oil
would have otherwise produced in that year.

The large reduction in purchased and interchanged powe,
net, in 1980 resulted primarity from improved generating unit
performance compared to the pnor year. The increase in 1981
reflects a reduction of power delivernes to other utilities classe
fied as “interchange” power. Instead, the Company soid sub-
stantially more short-term power, which is included in operat-
iNg revenues on the Statements of Consohdated income, as
discussed above Comparing net power transactions with
other utilities by combining the short-term sales and net pur-
chased and mnterchanged power expense, the Comparies
moved from a “'net buyer” posiion of $13,700.000 n 1980 to
a “net seller” postion of $44,600.000 in 1981.

Approximately one-third of the total increase in other oper-
ation expenses is attributable to the increased operation of
Bruce Mansfieid Unit No. 3 and Beaver Valiey Unit No. 1 in
1981 compared to 1980 Cormespondingly. substantially all of
the decrease in 1981 maintenance expense was from the re-
sulting reduced maintenance at Beaver Valiey Unit No. 1. The
Companies’ maintenance costs had been rising substantially
in prior years because of efforts toward enhancing the avaik
ability of their generating units, the results of which have been
indicated above.

The significant increase in miscelizneous income included in
other income and deductions 1S mainly attributable to interest
earmed on funds held in escrow for the construction of pollu-
tion controf facilities at the Companies’ generating units.

Increased interest costs of 53% and 28% in 1981 and
1980. respecuvely. reflect significantly increased interest rates
and increased borrowings during both years. The Companies
issued approximately $316,000,000 of new intermediate and
long-term debt dunng 1981 having interest rates which range
from 8-1/2% for unsecured poflution control notes to 18-3/4%
for first mortgage bonds. In addition, $167,500.000 and
$15.000.000 of financing was completed through the Ohio
Edison Energy Trust and the Ohio Edison Fue! Corporation in
1981, respectively, &* average costs of 18.7% and 13.9%. re-
spectively (see belovs and Note 5 of Notes to Consolidated
Financial Statements) Average short-term borrowings in 1981
were at approximate y the same level as in 1980, however
the average interest “ate on those borrowings increased from
149% to 180%

Information wit!, respect to the estimated effects of inflation
upon the Comys nies s given in Note 10 of Notes to Con-
sohdated Finany al Statements
Capital Resources and Liquidity

The cost of the Companies’ construction programs over the
last five years was approxmatety $2,300.000.000. which re-
quired permanent financing (net of debt and preferred stock
redempuons) of $1,400,000.000, n addition to the incurrence
of long-term abligations of $447.500.000. The Companies ex-
pect to spend approximately $2.900,000,000 for new con-
struction from 1982 through 1986. A major portion of this
new construction will be funded through the issuance of
addmonal securtes. In agdivon, the Companies” debt matur-
ties and preferred and preference stock sinking fund require-
ments amount to approximately $422 500000 during this
five-year penod.

In order to strengthen its common equity base by taking ad-
vantage of exsting favorable market conditions, the Com-
pany began a program of purchasing cerntain amounts of ts
outstanding first mortgage bonds and preferred stock dunng
the first half of 1981 The purcna.< of $65,821,000 principal
amount of first mortgage bonds and 26,650 shares of pre-
ferred stock under this program helped to increase the com-
mon equity ratio from 34.2% at December 31, 1980 to0 35.7%
at December 31, 1981.

New methods of financing initiated by the Company in
1981 included establishing a wholly-owned finance sub-
sidiary. Ohio Edison Finance N.V. (Finance}. and arrangements
entered into with Ohio Edison Fuel Corportation (see Note 5
of Notes to Consolidated Financial Statements). Because of
the effect of certain tax treaties, Finance is better able to attract
funds available from European investors than the Company
and has enhanced the Company’'s financing fiexibiity by
allowing it to take advantage of lower-cost money which
may exist from tme to time in foreign money markets.

The Company took advantage of a provision of the Eco-
nomic Recovery Tax Act of 1981 by seling tax benefits asso-
ciated with property placed in service in 1981. The Company
receved approximately $37,500,000 from the sale. This trans-
action has greatly accelerated capital recovery associated with
this property since available tax credits and depreciation de-
ductions would probably have taken many years to realize in
full.

The Companies have deferred approximaiety $63.400,000
in unrecovered costs applicable to Quarto coal, as discussed in
Note 1 of Notes to Consolidated Financial Statements. The
Company was granted an allowance in a 1981 rate order for
the adadmonal financing costs which result from the deferred
recovery of the coal costs, but that aliowance amounts to an
annual retumn of only 4.3% based upon unrecovered COosts as
of December 31, 1981.

The Supreme Court of Ohio decision declanng the impro-
priety under Ohio law of recovenng the costs of a terminated
construction project through electnic rates, as service reiated
costs, had an impact on 1981 operations. As a result of that
decision, the sale of common stock onginally planned for
August was delayed until Novermber. Also, an offering for
$75.000.000 principal amount of first mortgage bonds, which
had been prced to carmy an interest rate of 16-7/8%. was
withdrawn in July after the Ohio Supreme Court decision.
The bond sale was delayed unti October at which time the
interest rate was increased to 18-3/4%. That delay will in-
crease the Company’s total interest costs by over $14.000.000
until the bonds mature in 1991. However, in ight of the Ohio
Supreme Court decision, the Company made appication for,
and was granted, an emergency rate increase effective
August 1, 1981, which is designed to provide additional an-
naul revenues of $90,000.000.

The Company filed an application with the PUCO for a rate
increase in January 1982 which wouid increase annual reve-
nues by approximately $117.700,000. This increase would
take effect in the latter part of 1982. In 3 January 1982 decr
son, the PPUC granted Penn Power a rate increase whih
will add approximately $24.900,000 to #ts annual operatng

svenues.

L)



1981 1980 1979 1978 1977
(In thousands except per share amounts)
Operating Revenues $1,279,649 1080869 S 994585 § BL2956 5 796 289
Operating Income . . $ 252,381 § 169383 S 163.744 S 123945 S 146,508
Income Betore Extracrainary tem $ 183020 § 135150 S 134807 S 86030 5 111574
Net iIncome $ 192,062 § 135150 § 134807 $§ 86030 S 111574
Net income for Common Stock $ 163392 S 101403 S5 105120 S 61.25 S 87.863
Earnings per Share of Common Stock: -
(based on weighted average number of
shares outstanding dunng the year)
Income Before Extraordinary ltem $2.10 §1.52 $1.80 $1.19 $1.97
Net Income for Common Stock $2.30 $1.52 51.80 S1.19 $1.97
Dwidends Declared per Share of Common Stock $1.76 $1.76 51.76 51.76 $1.715
Total Assets at December 31 54,456,130  $3579.965 $3446454 $3010914 $271590:
Preferred and Preference Stock
Subyect to Mandatary Redemption $ 151,141 $ 156450 S 150850 S 98000 S 98000
Long Term Debt $1,759.771 51594384 $1410.782 51.343.195 §1.!89.821
Energy Trust and Nuclear Fuel Obilinations $ 447,484 $ 265000 S — S - S R

Sy

4 T

The Company’s Comman Stock is isted on the New York and Midwest Stock Exchanges and 1s traded on other registered exchanges

Price Range of Common Stock

1981 1980
First Quarter High-Low 13 11-3/4 15-1/4 11-3/4
Second Quarter High-Low 13-1/2 11-7/8 15 12
Third Quarter High-Low 12-7/8 1" 14-7/8 12-1/2
Fourth Quarter High-Low 13 1 13172 11-1/8
Yearly High-Low 13 1" 15-i/4 11-18
Pies are as quoted on the New York Stock Exchange Compaosite Transactions
{ { 4a',' ¢ 1 P .".: pE N Jftiriinie 0:(

Holders of Record Shares Held

Number *® Number %
Individuals 161,551 884 41.685.691 530
Fiducianes 16.853 92 3568427 45
Brokers 66 -— 473905 06
Nominees 4 995 06 30415022 387
Banks & Financial Institutions . : : g 50 - 104.404 0l
Insurance Comparues & Other Corporations 1.594 09 1438371 18
Chanitabie, Religious & EAuCational insttutions . . ., .., ........... 552 03 441,873 06
Pensions, Profit Sharing & Other Investment Trusts . ... ... 1.117 06 544010 07

i T S St s, 182,778 1000 78 675.703 1000

As of January 31, 1982, there were 183,434 holders of 78,774,178 shares of the Company’s Common Stock.
Quanterly dividends of 44¢ per share were paid on the Company’s Common Stock during 1981 and 1980 Information regarding retained

eamings avalabie for payment of cash dividends is given in Notes 2 and 4b.
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Ohio Edison

For the Year;-Ended December 31

OPERATING REVENUES

OPERATING EXPENSES AND TAXES
Operation-—
Cost of fuel
Purchased and mteuhanged power net
Other oper=1on expenses s

Total operation . . . . .. ;

Mairtenance

Provision for depreciation

Amortization of terminated (onsxructgon projects (Note 2)
General taxes

Income taxes

Total operating expenses and taxes
OPERATING INCOME

OTHER INCOME AND DEDUCTIONS
Allowance for equity funds used durning construction
Miscelianeous, net
Income taxes—credit !
Total other income and deductions

TOTAL INCOME

NET INTEREST AND OTHER CHARGES
Interest on long-term debt
Interest on long-term obligations (Note S)
Allowance for borrowed funds used durng
construction, net of deferred ncome taxes .
Other interest expense
Subsidiary's preferred stock dividend reqwements

Net interest and other charges
INCOME BEFORE EXTRAORDINARY ITEM

EXTRAORDINARY ITEM—Gain on reacquisition of first mortqage

bonds. net of related income taxes (Note 8)
NET INCOME

PREFERRED AND PREFERENCE STOCK DIVIDEND REOUIREMENTS

NET INCOME FOR COMMON STOCK

WEIGHTED AVERAGE NUMBER OF SHARES OF COMMON

STOCK OUTSTANDING

EARNINGS PER SHARE OF COMMON STOCK
(based on weighted average number of shares
outstanding during the year)
income before extraordinary item (after preferred and
preference stock dividend requirements)
Extraordinary item iE.

Net income for common stock

DIVIDENDS DECLARED PER SHARE OF COMMON STOCK

1981 1980 1979
(In thousands, except per share amounts)
$1,279,649 $1.080.869 $994.585
413,698 364.894 316,536
29,321 26.089 60.313
195,075 170,351 138.712
638,094 561.334 515.561
124,213 127.935 102.936
95,830 85.455 81.224
3,995 -— —
84,316 85,143 89.122
80,820 51.619 41,998
1,027,268 911.486 830841
252,381 169.383 163.744
60,421 57.715 50.571
17,021 2.104 1,399
53,360 37.017 21.189
130,802 96.836 73.159
383,183 266.219 236.903
166,378 147.290 108.401
69,183 5.057 -
(67.381) (48.814) (29.388)
26,378 22.304 18,423
5,605 5.232 4,660
200,163 131,069 102.096
183,020 135,150 134,807
14,042 store .
197,062 135,150 134,807
33,170 33.747 29.687
$ 163,892 _$101.403 $105.120
71,180 66,683 5829
$ 2.10 $ 152 $ 1.80
.20 - -
$ 2.30 S 1.52 s 180
s 1.76 S 1.76 S 1.76

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements
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At December 31

1981

1980

UTILITY PLANT
In service, at O“g"’léﬂ cost
Less—Accumulated provision for aepre-nanon :

Construction work in progress.. . .
Enecgy trust construction (Note 5)
Nuclear fuel in process (Note 5) .

OTHER PROPERTY AND INVESTMENTS

CURRENT ASSETS:
Cash

Temporary cash investments, at cost. which appro:umates

market value
Rece .able'—-
Customer
Sl 247.000 respectively, for uncollectible accoums)
Other .
Maternals and supplies, at average cost—
Fuel
Other
Pregayments and other

DEFERRED DEBITS
Deferred fuel and energy costs
Property taxes applicatile to subsequent period

Unamortized Costs of terminated construction prqects (Note 2)

QOther

5 (less accumulated provision of $1,863.000 and

CAPITALIZATION AND LIABILITIES
CAPITALIZATION (See Staternents of Consolidated Cap«ahzanon)

Conimon stockholders’ equity
Preferred stock—

Not subyject to mandatory redemption

Sutyect to mandat Oy redemption .
Preference stock subject 1o mandatory redemption .
Preferred s' ack of consolidated subsidiary —

Not \ut et to mandaxory redemption

Subject to mandatory vedempuon o0
Long term debt o

LONG-TERM OBLIGATIONS (Note 5)
Erergy trust g
Nuclear fuel

CURRENT LIABILITIES
Current marurites of long-term debt and pfeferredstock
Notes payabie to banks (Note 6) .
Accounts payable
Accrued taxes

Accrucd nterest ) B et PTw kv VR

Other

DFFFF«‘VE"J C RFDITS

U ed income taxes
A\ u t“r‘l 1o'~' ed nvestment tax credits

g( Of )et't) taxes apph(abce to subsequem penod

COMMITMENTS. GUARANTEES AND CONTINGENCIES (Notes 2, 3 and ..

(in Thousangds)

$3,160,271 $3.010.662
871,740 806,739
2,288,531 2,203523
1,112,810 948 225
434,412 270.057
32,004 13.059
3,867,757 3.435267
43,338 54 94+
11,746 12.92¢
4,300 -—
105,037 96.58¢
26,809 37.97
84,503 93841
40,602 34,353
18,962 14,265
291,959 290.0C
61,537 12.144
41,450 38.772
96,489 99.957
53,600 48 83
253,076 199,745
$4,456,130 $3.979.965
§1,228,486 $1.066.957
262,851 265,525
68,000 72,000
56,843 5§7.25C
41,947 41047
26,298 27.20C
1,759.771 1.594 384
3,444,196 3.125.263
432,500 265,000
14,984 -
447,484 265.000
7,581 157.000
74,400 41482
142,718 103,525
47,074 59,159
39,982 39.657
25,468 21,840
337,223 422.703
124,279 84,630
40,646 28.743
41,450 38772
20,852 14 854
227,227 166 999
$4,456.130 $3979 G55

The accompanying Notes to Consolidated Financial Statements are an integral part of these balance sheets
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At December 31

COMMADN STOCKHOL DERS EQUITY
Cor wrk $9¢
Ot ' s
Retares eatmings (Notes 2 and 4b)
Teta cOmmon stox

PREFERRED STOCK (8

wote &)

Cumugtne S 100 par vaige—
Ayt & O OO0 shares
NOT 0T TO MANDATORY
REDEMFTION
1IN x—=74%

JARB~820%
BHAR -9 12%
Presnim

7Or bt to

MariIatory regemplian

SUBECT TO MANDATORY
REDEMPTICN (Note 4d)
04 6%
Redermpton within one year

knpigers” squity

At value authonzed 100.000.000 shates—
TLE AN R 526 17 sharer outsianging, respectively (Note 4a)

(in Thousands)
$ 708081 5 616736
349.214 316 629

171,191
1,228,486

133 59
LOEE 5%

Opthonal Rw-on Price

Numer of Shares
Outstanding

1981 1980

Aggregate
(in

Pes Share Thousands)

DFC O MAnGAOny redemption

STOCK (Note 42)
AtivE O DAt value -

& VK snares
ATANIATORY

RBETIFN I (Psure 48
s V= 5102 50 Senes

$1 B0 Satie
v‘,"\‘-" "

wy TEOemp

Yota
210N

PREFEREET

22350 2650000
92 7 240,000

27 000 27.000

1973100

TOXE OF CONSOLIDATED

2000

419 045

rerest rate 5 A2 %, due 1984 through 2008

aue 1990 through 2004

UANNIAR Y (hutr 40
Cut 100 gt valie—
At . 47 0 hare
NG SUBIECT TO MANDATORY
REDWEAAETION
~ S 6%
£ MANDATORY
L £hA ll.v ’.- e ‘:n
| PLE 11 00%
Redermiptos: withil ONe year
Tota Sutsed! 1o MANdatory fedemption
a0 TERAA DEET (Note &)
Firgt o e ong
O £ Company —
* w 198
i » 1654 aryl 1988
£ i B oIras Spoen e 1R Yo
7 112% T 1A SN 1995 tvough 2003
BAES 2% Sl oe 2006 through 2010
Perniylvy Powe: Company—
314 % — a1 RR Seoe due 198) through 2008
Tota! first movtgage bonds
v R AT
-
ST A v S
187850 R IFD ,—Am-p,
7 ' e 1953 thvough 2006
v 0 3 e 1985 trvoagh
SR ' N Sone lf(.,(',".’|w(mwm
» ! o Sene B oue "";Ul"‘mmlo
¢ HUR of Noatng pome, due 1983 ,
¥ ¥ Enarwe NV -~
v L arsed Notes: due 1988
Perniyivand Bows Ay —
193 S

Total sevured Notes andd ODGatans

Trustee

[

5 »4; -8 wumwsdm\gmagmsmmmr

Unse ’ ¢ O £itison Company &Iﬂi*l}lylbﬁ M I‘iﬂm"

e e \VﬂdO’\K‘EMCMM‘Q

Ty Ount O Jedt
one year
N EerTr dett
TOTAL CAPITALIZATION (Note 7)

NP GraTered
e W

Tota

The accompanyshyg Notes 10 Conmsohiaty

$103 375-108 000 $102 693 97.335 100 000
106 520107 400 85612 80.000 B0 000
106 480-109 120 91.69 85.000 B85 00C

- — 516 263
$280 001 262,851 265 52
$107850-111 870 $ 72%2 69.276 74 000

(1.276)

{2.000)

72000

27,000 27.00C

$1.095 000-1.102 S00
516025 29,843 30,25

7 3&5
57 2%

$102 950-107 320 $ 44238 41 947 81 %47

$108 240-112110

Sante

280,798 325 000
443 381 445 000
1,09%.670 1,240 4%

50.000 50 000
230914 J16 4635

S0 000
50 000

(8,733 5.5
(5,805) {155 000

1 Z!.! ln | £94 304
!_]_!‘“ﬂg £3 126 ,'__

Financal Ratements are an witegral part of these Katements,

i
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For the Years Ended December 31 1961 1980 1979
(in Thousands)
Balance at beginning of penod .................. $133,592 §150,552 $149.61¢
Netincome . . .. . ..... e e e e e 197,062 135,150 134 807
330,654 285,702 284422
Deduct:
Preferred and preference stockdividends . ... ... ... ... ....... : 33,160 33,724 29.950
Common sStock dividends . . . . .. . .. 126,030 118.137 103.356
Capital StoCk ISSUANCTE EXPONSE | . . ... . .. it 273 249 564
159,463 152,110 133870
Balance at end of penod (See Notes 2 and 4b for dividend
FESITICHION) . . . . o i e e e $171,191 $133,592 $150,552
F i e ; : | £ @ ' (
Lo ’
Preferred and Preference Stock
Subject to
Not Subject to Mandatory
Common Stock Mandatory Redemption Regemption
Other Par or
Number Par Paidin Number Par Number Stated
of Shares Value Capial of Shares Value Premium  of Shares Value
(Dollars in Thousands)

Balance, January 1, 1979 52,120,230 $469082 $232422 3.069.049 $306905 § 567 980,000 $ 98000
Sale of Common Stock & 000 000 54 000 41820 -— — - - -~
Dwvidend Reinvestment Plan 1.502.139 13,520 8.068 - - S — o
Sale of Preference Stock—

$95 00 Senies — — — — — — 9.000 9.000
$102 50 Seres — — — - —_ — 18 000 18.000
$1 80 Senes - — — — — — 2.000.000 30.250
Sinking Fund Redemption of
10 76 % Seres of Preferred
Stock — - 79 —_ - - (20 000) {2.000)

Balance. December 31, 1979 59.622 369 536602 282389 3,069.049  306.905 567 2987000 153250
Sale of Common Stock 6.500.000 58.500 25.805 — - - - -
Dwidend Reinvestment Plan 2.403.803 21,634 7.979 — — - — —_
Sale of 10.50% Senes of

Preterred Stock - — —_ — _ — - 100.000 10.000
Preferred Stock Sinking
Fund Redemptions—

10 48% Senes - - 260 —_ - -— (20.000) (2.000)

10 76% Senes - — 175 - — — (20.000) (2.000)

11 00% Senes ‘ - — 21 — — —_ (8.000) (800)

Balance December 31, 1980 68526.172 616736 316629 3069049  306.905 567 3035000 158450
Sale of Common Stock 7,000,000 63,000 21875 - - - - o
Dwidend Remnvestment Plan 3.122.63) 28,103 7,751 - — — - —
Preferred Stock Sinking

Fund Redemptions—
10 48% Series - - 585 - s (27.240) (2.72%)
10 76% Series - — 361 — — — (20.000) (2.000)
11.00% Senes —_ - 53 —-— —_ -— (4.016) (402)
Other Preferred Stock
Redemphions—
3 90% Senes — — 271 (3.790) (379) - - -
440% Seres ., ...... — — 254 (3.720) (372) (3) - -—
4 44% Seres - _ 902 (13 440) (1.349) &) - —
4 56% Senes | - — 386 (5.700) (570) - - —
Coriversion of $1 80
Preference Stock . . 26 900 242 147 — — - (26 900 (407)
Balance, December 31, 1981 78675703 S70B08! 5345214 3042399 5304240 § S58 2960844 $152917

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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For the Years Ended December 31 1981 1980 1979
(In Thousands)
SOURCES OF FUNDS:
Income before extraordinary item $183,020 $135,150 $134,807
Prnincipal non-cash items—
Depreciation and amortization—
Charged to provision for depreciation . .. . ............ T 95,830 85.455 81,224
Charged to other accounts . . . . T TR Al otoghy S 1,318 1.282 1.596
Amortization of terminated construction projects . ... ....... .. 3,995 -~ e
Deferred income taxes, net . . . S N SR P S e 99,179 83.536 18.921
Ivestment tax CTRAIS. 008K .\ < oo senmi v anssnomininsdnnna Sl (772 (27.201) 13815
Allowance for equity funds used during construction . . . . .. . (60,421 (57,715) (50.571)
Deferred fuel and energy costs, net . . .. b ks , (49,393 (9.114) 1,687
272,756 211,393 201.479
Less—Dividends on common stock b e o g 5 R Ghau e 126,030 118,137 103.356
Dividends on preferred and preference stock . . . . R 33,160 33,724 29.950
Net funds from operating activities . . . . ... ..... e CLCR 113,566 59,532 68.173
Income from extracrdinary item : : o 14,042 -— e
Gain on reacquision of first mortgage bonds, a non-cash item (26,276) - —
Net funds from earning activities 101,332 59,532 68.173
Financing activities—
Commion stock 120,729 113918 117.408
Preferred stock - 10,000 —
Preference stock - - 57.250
First mortgage bonds . - 95,000 322.000 20.000
Secured notes and obligations . 94,920 50.000 59.000
Unsecured long-term notes, net . 24,314 - 80.000
Energy trust and nuclear fuel obligations 182,484 265,000 -
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 maturities of long-term
debt and preferred stock—
Temporary cash investments (4,300) - -
Recevables v : , 2,715 (29.171) (13.235)
Materials and supplies.. . ............ s el A A 3,149 (33.843) (12.075)
Accounts payable . : . 39,193 1.474 6.500
Accrued taxes . o bl oy el e e (12,085) (1,186) 13,734
Miscellaneous, net . L o o el 397 12,323 (4.005)
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 duning construction . . . . . 60,421 57.715 50.571
Deferred income taxes on allowance for borrowed funds
used during construction . . . . & I E b et e (59,530) (38.690) (16.892)
Miscellaneous, net . - 11,345 (6.797) (9.533)
52,083 (8.710) 20.601
GROSS PROPERTY ADDITIONS Qs IS i )51 $568,044 $515,020 $476.746

The accompanying Notes to Consohdated Financial Statements are an integral part of these statements.
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For the Years Ended December 31 1981 1980 1979
(In Thousands)
GENERAL TAXES
Real and personal property $ 39,193 $ 37.183 S 41.047
State gross receipts (i) : 34,144 38.753 41.127
Unemployment and old age benefits 8,010 6.408 5.569
Miscellaneous 2,969 2.799 1,384
Total general taxes . § B4.316 $ 85143 $ 89.122
PROVISION FOR IN(OMC TAXES
Currently payable—
Federal H 80 S (3.043) $ - 373
State 678 - 1.234
Foregn . 59 =4 s
817 (3.043) 4.965
Deferred. net (see betov\/)-
Federal 96,218 81,105 17.984
State . . 2,961 2431 93,
_99.179 83.536 __ 18921
Investment tax credits. net of amortization (ii) - (772) (27,201) 13.815
Total provision for income taxes $ 99,224 S 53.292 S 37__72 ’-
INCOME STATEMENT CLASSIFICATION OF
PROVISION FOR INCOME TAXES
Operating expenses $ 80,820 S 51619 S 4),99¢
Other income . (53.360) (37.017) (21.18%)
Aliowance for borrowed funds used dunng
construction 59,530 38.690 16892
Extraordinary item 12,234 - ‘ -~
Total provision for income taxes S 99,224 § 53.292 § 37.701
SOURCES OF DEFERRED TAX EXPENSE
Cost of terminated construction projects. net (Note 2) s 5,197 S 33181 s -
Deferred fuel and energy costs. net 12,308 4210 (881)
Excess of tax depreciation allowed pursuant to
the Class Life ADR and ACRS depreciation systems, net 13,669 9.334 5.345
Deferred interest on leased nuciear fuel, net . 9.567 — -
Other, net o - . (1,092) (1.879) (2.435)
39,649 44,846 2.025
Allowance for borrowed funds used during
construction. which is credited to plant 59.530 38.690 16,892
Total deferred tax expense, net . $ 99,179 $83.536 $ 18921
RECONCILIATION OF FEDERAL INCOME TAX EXPENSE AT
STATUTORY RATE TO TOTAL PROVISION FOR INCOME TAXES
Book income before provision for income taxes . $296,286 _5188.442 $172 508
Federal income tax expense at statutory rate $136,292 $ 86.683 $ 79.354
Reductions in taxes resulting from:
Allowance for funds used during construction,
which does not constitute taxable income (ui) (27,794 (26 .549) (28.036)
Excess of tax over book deprecnatnon . (2,422 {5 874) (9.918)
Other, net : ‘ (6.852) (968) (3.699)
Tota! provmon for income taxes $ 99, 224 § 53,292 $ 37.701

() Amount for 1981 includes a credit of $14.352 000 appicatie to Pennsylvania Excise Tax on GIoss Recepts accrued dunng the penod January | 1977
mm.r)* December 31 1979 The ax. which was enacted in 1977, was repeaied effective January 1 1980 and had been the subject of ingation A
seftiement was reached in December 1981 which provaded for payment of approximately $1.596 000, representing 10% of the clasmed tax habilir,

(1) Amount for 1980 reflects the reversal of previously recorded investment (ax credits and related amortization. camed forward due 1o the carrytiack of 1ax

net opevamg losses.

(i) Reoresents the tax effects of the equity portion in 1981 and 1980, and the equity portion ad 25% of the Company’s debt poron in 1979

The accompanying Notes to Consohdated Financial Statements are an integral part of these statements
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The consoiidated financia! statements include Ohio Edison
Company (Company) and its wholly-owned subsidiaries
Pennsylvania Power Company (Penn Power] and Ohio
Edison Finance N V. (Finance). All significant intercom-
pany transactions have been eliminated. The Company
and Penn Power (Companies) follow the accounting
policies and practices prescribed by The Public Utilities
Commission of Ohio (PUCO). the Pennsylvania Public Utiir
ty Commussion (PPUC) and the Federal Energy Regulatory
Commussion (FERC). The more significant policies are sum-
marized below

Revenues

The Companies’ residential and commercial customers are
metered on 3 cycle basis. Revenue is recognized for eiectric
service based on meters read through the end of the
month

Operating revenues and net income for 1981 include ap-
proximately 58 905,000 and $4.755.000 (S 07 per share of
common stock), respectively, apphcable to a wholesale rate
increase requested by the Company and permitted by the
FERC to become effective January 10, 1981, which 1s sub-
ject to possible refund. Management believes that any
refunds which may be required in inis case would not have
a matenial effeci on 1981 results of operatior.s

Deferred Fuel and Energy Costs
The Companies record the cost of fuel when it i1s con-
sumed, except as discussed below.

Effective August 1, 1981, the Company replaced its fuel ad-
Justment clause (FAC) with a new electnc fuel component
(EFC), in accordance with 3 PUCO order. The EFC is an
estimated fixed rate per kilowatt-hour included on customer
bills for a six-month period and is based upon fuel-related
costs for the preceding six-month period. Any over c.
under collection resulting from the operation of the EFC
will be included as an adjustment to the new EFC rate in a
subsequent six-mont penod. Accordingly. in August 1981,
the Company began defernng the difference between
actual fuelrelated costs incurred and the amounts re-
covered from its customers

The PUCO has ordered that the Company defer and not
include the cost of coal purchased from Quarto Mining
Company (Quarno) (see Note 7) in the FAC and subse-
quent EFC at more than generally prevailing market prices
without prior PUCO approval. At December 31, 1981 such
deferred costs amounted to $57,.935.000, of which
$48 083.000 and $9.852.000 15 applicable to 198! and
1980, respectively In its order, the PUCO stated that it will
permit the Company to recover its actual Quarto costs, in-
cluding the previously deferred costs, when the weighted
average price of Quarto coal for six consecutive months
approaches the level of 25% above the generally prevaiing
market price of comparable coai. The Company, in connec-
von with its regular sermannual fuel heanng, requested
that the PUCO modfy its present method for recovery of
these costs Although the Company believes that the
methods it oroposed at the hearing for recovery of the cost
of Quarto coal. including recovery of the deferred costs, are
reasonable, the PUCQO in its order resuiting from that hear-

ing issued January 27, 1982, deferred any action on the
Company’s request until its next such hearing. In the mean-
ume the Company will continue to defer and accumulate
the cost of Quano coal in excess of generally prevailing
market prices.

PriortoMay 1, 1981, Penn Power deferred certain increased
energy costs which it estimated would be biliable to most
customers in future periods, in accordance with the energy
clause adopted by the PPUC. The energy clause provided
for: 1} the recovery cor refund. over a six-month period
beginning two months after incurrence, of energy costs
which differed from established base energy costs; and 2)
an adjustment for any over or under collection resulting
from the operation of the clause. Effective May !, 1981, by
order of the PPUC. a “levelized” energy cost rate ([ECR)
was initiated. The ECR in effect in 1981 was based upon
the anticipated energy costs for the last eight months of
1981. A new ECR whichi includes adjustment for any over
or under collection from customers will be recaiculated
each subsequent year in November with an effective date
of January 1. Accordingly, Penn Power defers the dif-
ference between actual energy costs and the amounts re-
covered from its customers.

In January 1981, the PPUC ordered that Penn Power not
include the cost of Quarto coal in its energy clause and
subsequent ECR at more than generally prevailing market
prices pending completion of a PPUC investigation to
determine the reasonableness of the costs of Quarto coal
Penn Power has deferred $5.428.000 of such costs
through December 31, 1981, of which $5,321.000 and
$107.000 is applicable to 1981 and 1980, respectively.

Reference 1s made to Note 7 for a further discussion of the
Quarto project.

Utility Plant and Depreciation

Utility plant reflects the orniginal cost of construction, in-
cluding payroll and related costs such as taxes. pensions
and other fringe benefits, administrative and general costs
and allowance for funds used during construction (see
AFUDC)

The Companies provide for depreciation on a straight-iine
Dasis at various rates over the estimated lives of the property.
The effective composite rate for electric plant was 3.3% in
1981, 1980 and 1979. The Company's depreciation rates
include provisions for the estimated decommissioning costs
for its only nuciear generating unit in service. Penn Power
provides for the cost of decommissioning radioactive com-
ponents only, in accordance with a PPUC rate order.

Common Ownership of Generating Facilities

The Companies and other Central Area Power Coordina-
tion Group (CAPCOj companies own, as tenants in com-
mon, various power generating facilities. Each of the com-
panies is obligated to pay a share of the costs of any jointly
owned facility in the same proportion as its ownership in-
terest The Companies’ portions of operating expenses
associated with these jointly owned facilities are included in



the corresponding operating expenses on the Statements of
Consolidated Income. The amounts refiected on the Con-
solidated Balance Sheet under utility plant at December 31,
1981 include the following:

Accumulated Uniliry Comparues’
Utiity Plant  Provision for  Plant Under  Ownership

Generating Unas i Service Deprecanion Construcnon interest
Pn Thousands)
W H Sammin 07 s 121551 § 22853 § 49430 6BBOW™
Bruce Mangfieid 91
0 and el 677477 71523 10838 SO66%
Braver Valiey 01 383137 14 55468 46 7286 52 50%
Beaver Valley 87 - - 460200 41 8E% W)
Perry 01 anai el - - 786 557 35 24%
Tetal $1.182 1865 5145 244 $1.33331)

0 InUiugdes common facities appicadie 1o Beaver Vabey 02

[} See Note §

All nuclear fuel in process relates to the CAPCO units but is
not segregated among them.

Nuclear Fuel

The Companies charge the cost of nuciear fuel to fuel ex-
pense based on the rate of consumption. In addition. the
Company includes in fuel expense the estimated spent
nuciear fuel disposal costs which are being recovered from
its customers. The storage of spent nuciear fuel is necessary
until the manner of its disposal is determined, which may
take many years. Penn Power received an allowance for
the estimated permanent disposal costs in a January 1982
PPUC rate order.

Allowance for Funds Used During Construction
(AFUDC)

AFUDC. a non-cash item charged to construction work in
progress dunng the construction period, represents the net
cost of borrowed funds and equity funds used for construc-
ton purposes. AFUDC vanes according to changes in the
level of construction work in progress and in the cost of
capital. The Companies compute AFUDC utilizing a net of
tax rate consistent with the rate treatment granted by the
PUCO and the PPUC. The rates used by the Company
were 9.84%. 10 14% and 8.75% duning 1981, 1980 and
1979, respectively. Penn Power used rates of 8 50% «n
1981 and 8.00% in 1980 and 1979. AFUDC applicable to
iong-term obligations 1S based on actual interest accrued
dunng the penod (see Note 5).

The Company’s 1980 net of tax AFUDC rate refiects an ad-
Justment in the FERC formula used to calculate the rate.
The adjustment resulted from a Company study which
found a significant undercapitalization of construction
waork in progress in 1980 as a result of the faiure of the for-
mula to give adequate effect to interest costs actually in-
curred In financing construction activities. This adjustment
increased 1980 AFUDC by approximately $11.628.000,
net of Income tax effect The Company received permissian
from the PUCO staff to record the additional AFUDC. sub-
Ject to determination by the PUCO of its includability in
future rate base. Management has no reason ic believe
that this amount will be disaliowed in future PUCO rate
proceedings.

Income Taxes
Details of the tota! provision for income taxes are shown

on the Statements of Consolidated Taxes. Deferred tax ex-
pense results from timing differences in the recognition of
revenues and expenses for tax and accounting purposes

The Companies aliocate the income tax credt resulting
from interest expense related primarily to construction work
in progress, to income taxes—credit included under other
income and deductions on the Staiements of Consolidate
Income.

For income tax purposes, the Companies have claimed
liberalized depreciation (double-declining balance,
guideline hives, Class Life ADR System and Accelerated Cost
Recovery System |ACRS) provision methods] and, consis-
tent with the rate treatment, follow ‘‘normalization”
accounting except as indicated on the Statements of Con-
solidated Taxes.

The Companies expect that deferred taxes not currently
provided will be collected from their customers when the
taxes become payabie, based upon the estabiished rate
making practices of the PUCO, the PPUC and the FERC

The Company received $37,531,000 in 1981 resulting
from the sale of tax benefits applicable to property placed in
service during 1981 in accordance with provisions of the
Economic Recovery Tax Act of 1981. Of the tota!
$12.675.000 was recorded as additional deferred invest-
ment tax credits on the Company’s Consolidated Balance
Sheet and will be amortized over thirty years. The remain-
ing $24.856,000 was recorded as a reduction to utility
plant in service and will serve to reduce the total provision
for gepreciation over the life of the property.

The Companies defer investment tax credits utiized and
amortize these credits to income over the estimated Iife of
the related property. At December 31, 1981, approximately
$91,000.000 of unused investment tax credits were
available to offset future Federal income taxes payabile
These credits expire at the end of the following years:

1991 . . o - .$18.000.000
1992 e . ... 20.000.000
3 PP SPR ; 9.000.000
1994 %2 e : 7.000.000
1995 . 5, E R , ... 33.000.000
FPOE. + vt i w50 W g 1 4.000.000
$91.000.000

e

In addition, the Companies had approximately
$20.500,000 of tax net operating losses at December 31,
1981 availabie to carry forward until the end of 1995. Such
tax net operating losses have been recognized by rot pro-
viding deferred taxes of $3.500.000 and $5.700.000 in
1981 and 1980. respectively, which would otherwise have
been provided.

Pensions

The Companies’ trusteed. noncontributory pension plans
cover almost ail full-time employees Upon retirement
employees receive a monthly pension based on length of
service and compensation. Pension costs for 1981, 1980
ang 1979 were $15.311,000. $14,931,000 and
$13.731.000, respectively Of those amounts, $9.237,000
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§9.259.000 and $9.163.000, respectively, were charged to
operating expenses The balances were charged primarily
to construction. Such costs include the amortization of past
service Costs on an actuarnal basis over 30 years. The Com-
panies fund pension cos* accrued. A comparison of ac-
cumutated plan benefits and plan net assets from the two
latest actuarial reports 15 as follows:

June 30,
1981 1980
Actuanal present value of
accumulated plan benefits:
Vested ! $144,407.000 $128,808000
Nonvested 11 467 000 9.725.000
$155874.000 $138533.000
Net assets available
for benefits $213749000 $121.678.000
-—
Assumeq rate of returmn for
actuanal present value of
accumulatexd plan benefits 8% 8%

Effective January 1, 1981 certan amendments we.e made
to the plans relative to the calculation of benefit payments
to retired members The effect of these amendments n-
creased the actuanal present value of accumulated plan
benefits by approximately $5,018.000 through June 30.
198!

The above total actuanial present vaiue of accumulated
plan benefits reflects pension benefits applicable to eligible
employees based upon present salary levels and past years
of service accumulated through the valuation date. This is
the generally accepted reporting procedure set forth by the
Financial Accounting Standards Board. The Companies’
annual contributions to the plans, however, consider
estimated ulumate salary increases due to inflation and
other factors and the estimated total service expected to be
accumulated by employees. This is a widely recognized
funaing technigue and 1s consistent with the recommenda-
ton of the Comparies’ actuary In addition. the actuary
recommends. and the Comparnies utihze, a discount rate of
6% for funaing purposes. Differences between funding
bases and reporting requirerients can have a significant ef-
fect on the comparisons above

¥

In January 1980, the Comparies and all cther CAPCO
companies terminated plans to construct the following four
nuclear generating units—Davis-Besse No. 2 and No 3,
and Enie No. 1 and No. 2. Construction costs unrecovered
by the Company and Penn Power as of December 31,
1981 applicable to these units amounted to $81,892,000
and $14.597.000. respectively. The PUCO had authorized
recovery of the applicable portion of the Company’s share
of the construction costs from its PUCO Jurisdictional cus-
tomers over a ten-year penod beginning in February 1981
On July 15. 1981, the Supreme Court of Ohio ruled in a
case involving another Ohio utility company (also a co-
ow/ner of the terminated units) that under exisiing statutes
the PUCO had exceeded its authority in aliowing these

i
bl N T

costs as service-related costs in that company’s rate case.
even though the decisions to construct and terminate were
both, when made. prudent and reasonabie. A subsequent
appeal 1o the US. Supreme Court by that company was
dered on Jaruary 25. 1982 because of the lack of a prop-
erly presented Federal question. That company has since
taken further action which may still affect the ability of the
Company to recover these costs and. in any event. further
action by the PUCO 15 possible. The PUCO has in fact
ordered the company that was a party to the Ohic
Supreme Court case not to write off any of its unrecovered
costs in the terminated units pending. among other things,
such further action as the PUCO may take in that com-
pany's current rate case. Until an adequate resolution is
reach~ of all uncertainties concerning the Company’s
ability to ultimately recover these costs, the Company be-
heves a wiite-off of such costs would be premature. To the
extent that it is ultimately determined that the Company
can never recover these costs, the Company will be re-
quired to write them off,. The unrecovered balance of such
costs aliocable to the Company's PUCO jurisdictional cus-
tomers at December 31, 1981 approximated 577.612.000
($47.742.000. net of income tax effect) Had the Company
been required to wirite off the costs as of December 31,
1981. the Company would have had approximately
$51.402.000 of consolidated retained earnings unrestricted
for payment of cash dividends on the Company’s Com-
mon Stock.

In hght of the Ohio Supreme Court decision, the Company
and all interverung parties reached a settiement in the Com-
pany’s rate case which was pending at the time the decr
SioN was announced. The settiement will add approximate-
iy $90.000.000 to the Company's annual operating
revenues, and was in heu of the $139.000.000 increase
previoutly sought by the Company In order to make the
settlement agreement effective with bills rendered on and
after August 1, 1981. the Company made application for
and was granted, an emergency rate Increase at the same
$90,000.000 leve! Neither the temporary emergency rates
nor the permanent rate increase which 15 expected to
supersede those emergency rates includes or will include
provision for any continued amorntzation after July 31,
1981 of the costs applicable to the terminated units and
thus the new rates wili in No event be subject to further ad-
Justment with respect to those costs. Accordingly. the
Company discontinued amortization of those costs on
August 1, 1981,

The Babcock & Wilcox Company. as supplier for the
nuclear steam supply systems for the terminated units, has
asserted claims in connection with delays n. and the ter-
mination of, the units. The Company’s and Penn Power's
shares of the claims are approximately $109.300 000 and
$19,200.000. respectively, before the apphcation of cerntain
credits of undetermined amount. Representatives of Bab-
cock & Wiicox and the owners of the terminated nuclear
units, including the Companies, have been meetng to
discuss the matter and the discussions nave been pro-
ceeding in a manner that the Comparues consider satisfac-
tory. The Companies cannot predict at this tme what, f
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any. amounts they may ultimately pay in connection with
these claims nor when such amounts might be paid. but
believe any amounts they may pay in the future as a result
of these claims will be substantially less than the amounts
clamed. Depending on circumstances that exist at the
tme. any such payment allocable to the Company's retail
customers may result in a write-off which would reduce
net ncome for the then current perniod, the effect of which
cannot be determined at this ime.

The Companies are currently seeking approval from the
FE=C to recover the construction costs and any contrac-
tors” cancellation charges from FERC junsdictional cus-
tomers to the extent they are aliocable to those customers.
Penn Power requested recovery of the construction costs
allocable to its PPUC junsdictional customers in its recently
concluded PPUC rate proceedings. the PPUC deferred its
decision pending the outcome of a current investigation of
the entire CAPCO construction program . The FERC gave the
Companies permission, for accounting purposes only, to
amortize these construction costs, plus contractors’ cancel-
lation charges, if any. over a ten-year period beginning
with the date that rates in their next rate filngs before such
agencies which provide for recovery of the costs become
effective. The Companies believe that the construction
costs were prudently incurred and have no reason to be-
lieve that the PPUC and tne FERC will not act favorably
upon their requests

The Comparnies iease nuclear fuel, certain transmission
faclites, computer equipment. office space and other in-
cidental property and equipment under cancelable and
noncancelable leases. The total rental expenses included
un the Statements of Consolidated Income for 1981, 1980
and 1979 were $§20.731.,000, $9.373.000 and
$10.356,000. respectively. The future minimum rental
commitments as of December 31, 1981 for ali non-
cancelable leases are.

1982 . At ¥ i $ 19,223,000
). R N e - 18.638.000
1984 b ity B . W et Pt P 16.040.000
1985 , D . 10.812.000
1986 R AR 11,841,000
Years thereafter 311,356,000

If ali noncapitalized financing leases had been capitalized,
the effect on total assets, total hkabilities and expenses
would not be material.

{a) Common Stock

Through the Dividend Reinvestment and Stock Purchase
Pian. hoiders of Common Stock and most of the Com-
panies’ fullume employees can acquie additional new
shares of the Company’s Common Stock by automatically
reinvesting all or a portion of their Common Stock
dividends and by making optional cash payments. Pur-
chases made with reinvested Common Stock dividends are
made at a price equal 1o 95% of the average of the high
and low market prices on the investment dates. and pur-

chases made with optional cash payments are made at a
price equal to 97% of such average. The plan will be
amended early in 1982 to include holders of shares of the
Company’s preferred and preference stock. The purchase
of Cormmon Stock made with reinvested cash dividends on
preferred and preference stock will be at a price equa! to
100% of the average market price. At December 31, 1981
the Company had 1,676.416 shares reserved for issuance
under this plan and 1,973,100 shares of Common Stoch
reserved for possible conversion of the $1.80 Preference
Stock. The Company has filed a Registration Statemer:
with the Securities and Exchange Commission to increass
the number of shares avaiable for issuance under the D,
dend Reinvestment and Stock Purchase Pian by 6.000.00C
shares.

(b) Retained Earnings

Under the Company’s indenture, the Company’s con
solidated retained earnings unrestricted for payment of
cash dividends on the Company's Comman Stock were
$99,144,000 at December 31, 1981 (see Note 2| Under
Penn Power's Charter, $27,905,000 of retained earnings 2
December 31, 1981 were unrestricted for payment of cas!
dividends to the Company.

(c] Preferred and Preference Stock
The Company has 4,000,000 authorized and unissue
shares of cumulative $25 par value Class A Preferred Stock

At the Companies’ 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, unies:
otherwise noted Redemption of all prefeired and
preference stock 1ssued within the past five years is subject
to certain restrictions regarding refunding operations. The
optional redemption prices shown on the Statements of
Consohdated Capitalization will decline to eventua
minimums per share according to the Charter provisions
establishing each series.

(d) Preferred Stock Subject
to Mandatory Redemption

Tre Company’s 10.48% Sernies and 10.76% Series each in-
Clude provisions for a mandatory sinking fund to retire a
miwmum of 20.000 shares every year on December | and
January 1, respectively, at $100 per share plus accrued
dividends. Penn Power's 11% Series includes a provision
for a mandatory sinking fund to retire @ minimum of 4,000
shares every year on January |, at $100 per share plus ac-
crued dividends, and its 8 24% Series includes a provision
for a mandatory sinking fund to retire a minimum of 5.000
shares on December | in each year beginning in 1982 at
$100 per share plus accrued dividends Perin Power's
10.50% Seres inchides a provision for mandatory redemp-
tion of the entire series on April 1, 2040 at $100 per share
plus accrued dividends.

The sinking fund requirements are $1.776.000 anc
$4.898.000 for 1982 and 1983, respectively. and
$4,900.000 for eacr of the three years 1984 through 1986

{e) Preference Stock Subject
to Mandatory Redemption
The $102.50 Sernies and the $9500 Series each includ:
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provisions for a mandatory sinking fund to retire a
minimum of 900 and 1,800 shares, respectively. on July |
in each year beginning in 1984 and 1985, respectively. at
$1,000 per share plus accrued dividends. The $1.80 Series
includes a provision for a mandatory sinking fund to retire
a mirimum of 100,000 shares on October 1 in each year
beginning in 1985, at §15.125 per share plus accrued
dividends

The sinking fund requirements will begin on July 1, 1984
and will amount to $900.000, $4.213,000 and 54.213,000
for 1984, 1985 and 1986, respectively.

The $1.80 Series 1s convertible at any time into Common
Stock at a price of $15.125 per share. Holders will receive
one share of Common Stock for each share of $1 80 Pref-
erence Stock converted, subject to adjustment under cer-
tain conditions

(f) Long-Term Debt

The mortgages and their supplements, which secure all of
the Companies’ first mortgage bonds, serve as a direct first
mortgage lien on substantally all property and franchises,
other than specifically excepted property, owned by the
respective Companies

Based on the amount of bonds authenticated by the
Trustees through December 31, 1981, the Companies’ an-
nual sinking and improvement fund requirements amount
to $21,187.000 The Company contemplates that funds
deposited in 1982 will be withdrawn upon the surrender
for cancellation of a like pnincipal amount of bonds, which
are specifically authenticated for such purposes against un-
funded property additions or against previously retired
bonds These methods can result in minor increases in the
amount of the annual sinking fund requirements. Penn
Power contemplates that its requirements will be satisfied in
1982 by permanently waiving its nght to i1ssue bonds
aganst $2 439 000 of the $6.120,000 of retired bunds that
are presently available for that purpose. Under its mort-
gage. Penn Power is also permitted to fulfill its requirements
by the issuance of bonds against unfunded properny add:-
tions in the same manner as described above for the
Company

As of December 31, 1981, the Companies’ sinking and
improvement fund requirements and maturing long-term
debt for the next five years are:

1982 $ 26.992.000
1983 41,107,000
PN | SN e 148.013.000
PN - AR L R ek 74.330.000
1986 107.265.000

{g) Unsecured Notes

Tota! unsecured notes outstanding at December 31, 1981
exchude $75 686000 of pollution control notes, the pro-
crecs of which were then i escrow pending their dis-
bursement for construchicn ¢ certain poliution control
faciities. The pollution contra! revenue bonds to which
these notes relate are entitled to the benefit of an irre-
vocabie bank letter of credit of 5106.375.000 To the extent
that diawmngs are made under that letter of credit to pay
principal of, or interest on, the pollution control revenue

bonds, the Company is entitied to a credit on the notes
The Company pays an annual fee of 1/2% of the amount
of the letter of credit to the issuing bank and i1s obligated to
reimburse the bank for any drawings thereunder.

{h) Subsequent Financing

In January 1982, Penn Power sold $15,000,000 principal
amount of first mortgage bonds, 15-3/4% Series due 1989,
and in February 1982, the Company sold $75,000.000
principal amount of first mortgage bonds, 17% Series
due 1992.

Ohio Edison Energy Trust (Trust)

In November 1980, the Trust was created for financing part
of the Company’s investment in Beaver Valley Unit No. 2.
The Trust has two hines of revolving credit available to it for
$400,000.000 and $100.000.000. The latter credit also
serves as a stand-by facility in connection with Trust
commercial paper sales; totai borrowings under that credit
and commercial paper outstanding may not exceed
$100,000.000 at any time.

The Company has transferred its interest in Beaver Valley
Unit No. 2 [exclusive of common facilities and tramsmission
facilities) to the Trust. where the assets are used to secure
Trust borrowings. All Trust obligations will be assumed by
the Company when they become due, but not later than
December 31, 1986. At the Company's option. all obliga-
tions outstanding under the $400.000,000 revolving credit
arrangement may be converted into 3 four-y#ar term loan
to the Company.

The Company accrues interest applicable to the Trust
which is subsequently capitalized. net of income tax effect
Interest on borrowings under the $400.000.000 hne of
credit 1s computed at the applicable prevailing prime interest
rate plus 1/4%, plus a commitment fee of 1/2% on the un-
used portion of this line. No direct borrowings are expected
to be made against the $100,000,000 line of credit. but the
Trust will issue and have outstanding commercial paper
supported by this facility. To the extent that borrowings are
less than the $100.000.000 available under this ine of
credit, the Company must pay a commitment fee of 1/2%.
Under the stand-by support. an irrevocable bank letter of
credit will be issued upon which the Trust will pay a fee of
1/8% of the amount of commercial paper notes outstand-
ing. The average annua! interest rate on Trust borrowings
was 18.7% and 214% during 1981 and 1980, respec-
tively Of the $432.500,000 of Trust obligations outstand-
ing at December 31, 1981, $100.000.000 relates to out-
standing commercial paper and the baiance to borrowings
under the $400.000.000 line of credit.

Nuciear Fuel Financing

In December 1981, Ohio Edison Fuel Corporation and
Pennsylvania Power Fuel Corporation [corporations in
which the Companies have no ownership interest) were
created to provide funds for the procurement of nuclear
fuel The fuel corporations will lease the fuel to the Com-
panies under separate fuel ieases which require lease pay-
ments sufficient to permit the fuel corporations to repay the
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obhgatons, Under ordinary circumstances, the lease pay-
ments will be made at such ime and in such amounts as
will coincide with the burn-up of the nuclear fuel.

Financing on behalf of the Company of up to $135.000,000
1s avalable through the Ohio Edison Fuel Corporation,
either through revolving credit arrangements or the issu-
ance of commercial paper which is supported by a bank
letter of credit. The Company accrues interest applicable to
the fuel corporation which 1s subsequently capitalized, net
of income tax effect. interest on bank borrowings is com-
puted at 110% of the applicable prevaiiing prime interest
rate, plus a commitment fee of 1/8% on the unused portion
of the line of credit, The fuel corporation 2lso pays a 5/8%
letter of credit fee on the aggregate amount of outstanding
borrowings The average annual interest rate on outstand-
ing borrowings in 1981 was 13.9%.

Pennsylvania Power Fuel Corporation did not make bank
borrowings of issue commercial paper in 1981. Financing
of up to $30.000.000 on wehalf of Penn Power will be
available in 1982 on terms similar to those of the Ohio
Edison Fue! Corporation

.

The Comparies have lines of credit with domestic banks
that provide for borrowings of up to §287.000.000 at the
prevailing prime interest rates. Short-term borrowings may
be made under these ines of credit on the Companies” un-
secured notes. All of the current lines expire December 31,
1982, however, all unused lines may be cancelied by the
banks

The Companies maintain cash balances on deposit with
banks to provide operating funds. to assure availability of
§207.264.000 of the hnes of credit and for other banking
arrangements. Such compensating balances, net of “fioat.™
are expected to be maintained at an average of approx-
imatety $5.000.000 and are not subyect to any contractua!
restuchion against withdrawal. Penn Power is required to
pay commitment fees that vary from a fiat rate of 1/2% to a
variable rate of 8% aof the applicable prime interest rate to
assure the availability of $21,000,000 of the lines of credit

The Company aiso has a $30.000.000, Eurodaliar line of
credit from a group of foreign banks. Amounts borrowed
are for a penod of one, three or six months, and are
renewable at the Company’s option. The interest rate is
currently 5/8% ahove the London Interbank Offered Rate.
The Company is also required tc pay 8 commitment fee of
1/12% on the unused portion of this credit line. There were
no borrowings under this credit anangement at December
31, 1981 or 1980 Tre revolving credit facility expires in
August 1982.

Construction Program

The Companies expect te spend approximately
$2.800.000.000 for property additions and improvements
from 1982-1986. of which approximately $671.000.000 is
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applicable to 1982. In addition, the Companies expect tc
fund through the Ohio Edison and Pennsylvania Power
Fuel Corporations approximately $150.000.000 for the pro-
curement of nuciear fuel from 1982-1986, of which approx-
imately $55.000,000 is applicable to 1982. The major por-
tion of the Companies’ construction activities during this
five-year period relates to the CAPCO companies’ progran
for the joint developmert of power generation and
transmussion facilives, and to bring the Companies’ existir:
generating units into comphiance with environmentz
requlations. The CAPCO companies have entered int:
other commitments (the Companies’ share being
$586.000,000) for the supply of nuclear fuel in connectior
with the future commercial operation of nuclear generating
units.

The Companies’ financing programs during 1982 through
1986 will include the sale or issuance, from time to time, of
appropriate additional amounts of first mortgage bond:

secured or unsecured pollution control and environmentz
notes and obligations, unsecured long-term notes, pre-
ferred stock, preference stock. common stock and proceeds
from other long-term financing arrangements (see Note 5|

The Companies are imited by their respective ingenture

and Charters as to the amounts of addittonal first mortgags
bonds and preferred stock they may issue.

Quarto Project

The Companies. together with the other CAPCO com-
panies, have made long-term coal supply arrangements
with Quarto. The CAPCO companies have agreed to
severally, and not jointly, quarantee their proportionate
shares of Quarto's debt and lease obligatons incurred
wiile developing and equipping the mines. The gu:r
antees will remain even if environmental regulations pro-
hibit the use of this coal. As of December 31, 1981, the
Companies’ share of the guarantee was $240,712.000
[$128.554.000 —long-term debt; $87.658.000— lease
obligations, and $24,500,000— short-term bank credit)
The guarantee 15 expected to increase to $250,000,00C
based on budgeted mine construction costs of
$431.000.000.

Under the terms of the coal supply contracts. which expire
December 31, 1999. the Companies must reimburse Quarto
for their share of the costs of operating the Quartc mines,
inciuding those costs associated with mine construction
whether or not they receive coal from Quarnto. The Com-
panies’ total payments under these contracts amounted to
$94.379.000 during 1981. The Companies’ minimum pay-
ments under the coal supply contracts related to mine con-
struction costs are:

7 SR T P I .S 26,306,000
2 S B e ot 25.687 000
IS el b e R S s e 25.06%.000
R ol s o iy > i s il S 74 451 000
1986 . . .. 23.833.000
Yearsthereafter . . ... ... ... .. 279.680.000

Based on recen: studies concerning the economics of the
Quarto project and the various alternatives avarlable 1
provide the iong-term fuel requirements of the Bruce
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Mansfieid Plant, the coal supply contracts were amended
and changes were made in the mode of operation of the
Quarto mines which have the effect of reducing the annual
tonnage production of these mines. Additional coal re-
quirements for the Bruce Mansfield Plant are currently
being procured in the open market and the Company is
presently continuing to evaluate the alternatives for making
additional arrangements to fulfill, together with the use of
coal from the Quanto project. the long-term fuel require-
ments of the Bruce Mansfield Piant. These changes are part
of a fuel procurement strategy designed to reduce the
weighted average price of coal used at the Bruce Mansfield
Plant The Company will continue to monitor the Quarto
project and conduct such additional studies of the eco-
nomics of the project as are deemed warranted by circum-
stances. Any action by the Company affecting the Quarto
project as a result of such studies will Nnow have to take into
account the possible impact of the Ohio Supreme Court de-
cision referred to in Note 2.

The current price of Quarto coal to the Companies is based
on, among other things. the actuai production costs plus
amortization of certain production expenses which were
not included in the price of coal to the Companies during
the development period. which ended on May 31, 1980
The current price of Quarto coa! exceeds the current gen-
erally prevailing market price of coal Both the PUCO and
the PPUC presently limit the recovery of the cost of Quarto
coal to the generally prevailing market price of comparable
coal Reference is made to Note 1 for a discussion of PUCO
and PPUC orders with respect to the cost of Quarto coal
currently being recovered from customers. The Company
believes that the present PUCO method for recovery of the
costs of Quarto coal, including recovery of the deferred
costs. may not be appropriate under the reduced mode of
operation of the mines because this method is not con-
sistent with the fuel procurement strategy for reducing the
overall cost of coai for the Bruce Mansfield Plant and may
resuit in furtner accumulation of deferred costs. Despite the
delays in the finai resolution of these matters by the PUCO
and PPUC, the Company has no reason to beieve that
their ultimate disposition by the PUCO and PPUC will have
a material adverse effect upon the Company's consolidated
financial condition

Environmental Matters

Various Federal, state and local authorities regulate the
Companies with regard to air and water quality and other
environmental matters. The Coinpanies estimate that com-
phance requires capital expenditures of approximately
$628.000.000 for project: "emaining to be completed. Of
this amount, approximately $193,000.000 was spent prior
to 1982, and $435.000.000 is included in the above con-
struction estimate for 1982 through 1986. Capital expen-
ditures for environmental improvements amounted to
$119.353.000 in 1981. if Penn Power is required to install
off-stream cooling N connection with the uperation of the
New Castle Plant. costs estmated between $13,.800,000
and $31.500.000. depending on the required thermal
mitations. would be incurred. In addition, annual operat-

iINg costs would increase substantially. Penn Power expects
that the impact of any such capital and operating expendi-
tures would eventually be reflected in its rate schedules.

On December 16, 1981, the United States Environmental
Protection Agency (EPA) approved a change in the
Pennsylvania State implementation Plan [SIP) affecting
Penn Power’s New Castle Plant. The sulfur dioxide {SO,;)
emission standard formerly in effect was shown to be more
stringent than necessary to meet the Federal ambient air
standards. This SIP revision enables the Plant to continue to
burn the low sulfur coal it 1s now burning to meet the new
SO, emission standard. The SIP revision was effective on
January 15, 1982.

In a legal proceeding against Penn Power under the Clean
Air Act, the Federal government is asking the court to
assess civil penalties for alleged continuing violations of SO,
emission reguiations at Penn Power’'s New Castie Plant,
The Clean Air Act Amendments, which became effective in
Auqust 1977, permit the imposition of civil penalties of up
to $25,000 per day of violation. Because Penn Power is in
compliance with the revised emission standard (as detailed
above). it 1s expected that this legal proceeding will be ter-
minated without the imposition of significant civil penaities
or the necessity to shut down coal-fired capacity.

Final reguiations implementing certain provisions of the
Ciean Air Act Amendments of 1977 have now been prom-
ulgated which provide for the imposition of noncompliance
penalties based on any economic benefit reaiized by the
operator of a poliution source 3as a result of failure to com-
ply with poliution control laws and regulations after
January 1, 1981. The Companies have filed Petitions for
Review of these regulations. The Companies did not
achieve comphance with all such regulations by January 1.
1981 so that such penalties could be sought against them,
but the Companies cannot determine at this time whether
they will be or, if they are, the amount of economic benefit
that could be established. If sought and imposed. such pen-
aites could be significant However, the EPA has acknowl-
edged in an earlier settiement of proceedings involving the
Ohio Piants that its policy 1s to assign a low enforcement
priorty to companies in compliance with outstanding con-
sent orders such as embodied in those settiements.

On December 19, 1980, the Commonweaith of
Pennsylvania petitioned the EPA to make findings under
Section 126 of the Ciean Air Act Section 126 provides a
remedy for a downwind State that can show adverse im-
pact because air poliution regulations in an upwind State
cause nonattainment in the downwind State. Penn-
sylvania’s petition complains of excessive particulate and
SO, emissions from a number of sources in Ohio and West
Virginia, including potentialty all of the Companies’ Ohio
plants. The States of New York and Maine have filed similar
petitions. The Section 126 proceeding could ultimately re-
sult in the revision of the particulate and SO, emission
limitations for these piants, to make them more stringent
The Company is unabie to predict the outcome of this

proceeding.
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Other Legal Actions and Complaints

In 1977, the Boroughs of Ellwood City and Grove City,
Pennsylvania, filed a complaint aganst Penn Power, alleg-
iNg that Penn Power, individually and in conspiracy with
the Company and other CAPCO companies, has violated
Secuons 4 and 16 of the Clayton Act by restraining and
monopolizing trade and commerce in alieged markets for
electric power. Damages of $7.000.000 (to be trebled; and
injunctions against the alleged uniawful acts are sought. In
1979. the Court granted summary judgment in favor of
Penn Power as to certain aliegations of the complaint.
Management 15 unabie to predict the ultimate outcome of
this action.

The PPUC s investigating an outage of Beaver Valley Unit
No. 1 which occurred during the period March-August
1979. The outage had been ordered by the Nuclear
Requlatory Commission tc analyze possible seismic defi-
ciencies of safety-related piping and pipe supports in the
Unit. The PPUC has ordered that the operating company of
the Unit refund an as yet undetermined amount to that
company’s customers based upon expenditures for pur-

chased replacement power dunng the outage. The PPUC s
currently investigating Penn Power's liability for the outage
and whether refunds are due to Penn Power’s customers
for purchased replacement power expenses incurred dur-
Ing the outage which were included in its energy clause. If
Penn Power is required at soine future time to make such a
refund, it is not expected that the amount would be mate-
rial to the Company’s consohidated results of operations. In
a separate investigation, the PPUC 15 considering whether
additional construction costs which resulted from deferra!
of construction projects shouid be excluded from rate base
in future rate proceedings

The Company purchased and subsequently retired
$65.821,000 principal amount of its outstanding first mort-
gage bonds during 1981. This resulted in a gain of
$26,276.000, which 15 included as an extraordinary item,
net of related income taxes of $12,234,000, on the 198!
Statement of Consolidated Income.

The following summarizes consohdated operating resuits for the four quarters of 1981 and 1980

Theee Months Ended

March 31 June 30

Seprember Decernber March 3|

June 30 Septemter Decempe:

1981 1981 30 1981 3] 198) 1980 1980
(In thousands. except per share amounts)
$337.24% $340.063 §279.789 $252 808
270 449 264 260 232,155 212,633
66.800 75.803 47634 40175
35.860 37.736 23023 23.147
51 049 55.160 28.732 32.272

30 1980 31, 1980

$308.837
254 89!
53.946
27.994
44 729

$293.500
237 668
55.832
29212
45 225

Operatng Revenues

Operating Expen<es and Taxes

Operating Income (i

Other income and Deductions .

Net interest and Other Charges

Income Before Extraordinary
Item

Extraordinary Item

Net income

$274 98!
231,853
43128
25.189
36.307

§273291
234 E4S
38 445
25477
33758

7211
9516

S 46727
§ 38 354

35819 51,611 58.379 41925 31,050 32010 30.165
4526 - - - - - -

$ 40345 5 51611 $ 58379 5 41925 $ 31050 § 32010 § 30165
$ 32042 $ 43369 5 50127 5 33434 5 22590 § 23607 § 21.772

Net income for Common Stock

Weghted Average Number of Shares
o Common Stock Outstanding

48 844 69 585 70410 75.88! 64 227 66.857 67,462 68 145

Earnuings per Share of Common Stock
income Betore Extraordinary
lem jafter preferred and
preference Qock gividend
requirements) (i S 42 S 40 $ 62 $ 66 $ 52 § 34 s 32
Extraordinary item ol ol 14 06 - — - = - -
ar

Net income for Common Stock $ 56 $ $ 62 S b6 § 52 5 34 $ 32

(i} Results for the three months ended December 31, 1981 include
3 credit of approximately §7.012.000 (S 09 per share of com-
mon stock]. net of income taxes. applicable to the reversal of

previously accrued Pennsylvania Excise Tax on Gross Receipts
[see Statements of Consolidated Taxes)

Statement of Financial Accounting Standards No. 33,
“Financial Reporting and Changing Prices’™ [SFAS No. 33),
provides for the preparation of suppiementary financial in-
formation to disclose the estimated effects of inflaton and

changes in prices on property, plant and equipment. This
data s presented in accordance with SFAS No 33
however, it is not intended as a substitute for earnings
reported on a histoncal cost basis.




Adjusted for the Effects of Changing Prices For the Year Ended December 31, 1981 (in Thousands) {Unaudited)

As Reporred Adusted for
on the Primary Adiusted for Change in
Consohdated General Specific Prices
Statements Inflaton {Current Cost)
(Average 1981 Doilars)
Operating Revenues - ! ! 51,279,649 $1,279.649 $1.279 649
Operatng Expenses and Taxes
Operation and maintenance aTH 4 . e b €TPL L 762,307 762.307 762.307
Provision tor depreciation and
AMonizaton ] e ! ! M U, Sl e, e 99,825 200527 225,247
: General taxes , : : : 84,316 B4 316 84.316
Income taxes . . T . = oy 80 820 B0.820 80 820
: Total operating experises and taxes : : : 1,027 268 1,127,570 1.152.650
Operating Income s ; P ’ . 252.38) 151.679 126.959
Other Income and Deductions . yora v 130.802 130,802 130.802
Net Interest and Other Charges 200163 200.163 200.163
Preferred and Preference Stack Dividend Requirernents i 33170 33.170 33170
Income fram Continuing Operations (Exciuding reduchon to net recoverable cost) . . $ 149850 S 49.148() S 24428
——— 4
Increase in specific prices (current cost) of property.
piant and equipment heid durng the year (i) § 562450
L Reduction to net recoverable cost , 5 (210.755) (145.213)
Effect of increase in the generai prce level on property. plant and equipment e (599.272)
Excess of increase in the general price level over increase in specific prices
of property. plant and equipment after reduction to net recoverabile cost (186.035)
Advamage resulting from the decrease in
putchasing power of net monetary Labilibes . 215268 215.268
Net ! ! 1 4513 § 29233
——

() INOudng the 300000 10 1eT TECOVIAbIE COR. the NCOme [(O53) oM CONDNURY OOeI00NT AQURes for genen nflaton woulkd have beer 5{161 607 000)

0 Az Decener 31 1980 peogerty DRMNT AT SQUIDMENT. 1t OF ACCUMUARIT DRFCator. aduaed 1or Cnanges « son fic prces (curtent cost was 57 475 533 000 wrle hstoreal tod (net recoverable cost)
was $3874 718000

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

Year Ended December 31,

1981 1980 1979 1978 1927
OPERATING REVENUES
{in Thousands)
As reported on the primary consolidated statements dodir en"wamy $1.279649 S1.080865 5 994585 § B629S56 5 796289
Adiusted to average 1981 gollars ] . $1.279649 $1,192985 $1,246205 $1.203015 $1.195092
HISTORICAL COST INFORMATION AD IUSTED FOR
GENERAL INFLATION
(in Average 1981 Dotlars)
Income from continuing operations (exciuding reduction to net
recoverable cost) (In thousands) il .. 8§ 43148 5 23064 S 52406
Income from continuing operations per common share
{exciuding reduction to net recoverabile cost) Ny 5 &9 $ 35 s 90
CURRENT COST INFORMATION
{In Average 1581 Dollars)
Income (loss) from continuing operabons (excludng reduchon to net
recoverable cost) (in thousands) . . : ! $ 24428 5 (13602) S 12.735
Income (iass) from continuing operations pev common share
{exciuding reduction 1o net recovetable cost) . s S 34 $( 20) s 30

Excess of increase in the general price level over increase
in specfic prces of property, plant and equipment after
reduction to net recoverabie cost (In thousands) . . $ ('B6.035) § (290628) § (335.113)

OTHER INFORMATION
Common stockholders” equity at December 31 at net

recoverabie cost (in thousands of Average 1981 Dollars) T . $1.190.126 $1.119.597 $1.151.691
Advantage resulting from the decrease in purchasing power
of net monetary llabihbes (in thousands of Average 1981 Dollars) .. ... § 215268 § 279494 s 309809
Cash dwvidends declared per common share—
As reported - $1.76 $176 $1.76 $1.76 $1.715
Aduusted to average 1981 dollars | $175 $1.92 $2 20 5243 $2 56
Market price per common hare at December 3!—
AL reporned . $11 625 $11.875 $1337% $148B7S $1950
Adiusted to average 1981 doliars . $11.25 $1252 $1585 $1998 $28 54

AVerage consumer price index e L s R 2724 2468 217 4 1954 1815
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The Consumer Price Index for All Urban Consumers (CPI-U)
was used for converting actual dollars spent for property.
plant and equipment INtc average 1981 dollars. This adjust-
ment lustrates the estimated effect that inflation has had
jpon the Companies’ principal assets.

The Handy-Whitman Index of Public Utility Construction
Costs for the North Central Division and the Bureau of
Labor and Statistics engineenng indices were used to
calculate the current cost of property, piant and equipment,
excluding land. These indices were applied to actual dollars
spent on large construction projects according to the year
of expenditure. Current cost of all other construction proj-
ects was based upon onginal cost in the year of its transfer
to plant in service. The current cost of land is the same as
the computed amount adjusted for general infiaton. The
current cost adjustment reflects the approximate dollars
that would have to be spent today to acquire property.
plant and equipment identical to assets currently owned

Depreciation expense was determined using the same rates
and methods under general inflation and changing prices
as the provision for depreciation reported on the primary
consolidated financial statements. The accumulated provi-
sion for aepreciation was estimated by using the Handy-
Whitman Index. A theoretical reserve balance was esti-
mated for each class of property by year that the property
was placed in service. The index was then apphbed to each

" _
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ARTHUR ANDERSEN & CO.
1345 Avenue of the Americas
New York. NY. 10105

To the Stockholders and Board of Directors of Ohio Edison

Company

We have examined the consofidated balance sheets and
statements of consolidated capitalization of Ohio Edison Com-
pany (an OMio corporation) and ts subsidiary companies as of
December 31, 1981 and 1980. and the reiated statements of
( ldated ncome, retained earnings, capital stock and
other paidan capral sources of funds for gross property addr
tons and taxes for each of the three years in the penod ended
December 31 1981 Our examinations were made in accord-
ance wah generally accepted audiing standards and. accord
ngly noluded such tests of the accounting records and such
other auditing procedures as we considered necessary in the
CHTumstances.

As discussed more fully in Note 2 to the consolidated inancial
statements. the Company has incummed construction costs re-
lated to four nuciear untts which were terminated in earty
1980 Pursuant to a Public Utilities Commission of Ohio
(PUCO) order. the Company had been recovering these costs
from its customers over a ten-year period During 1981 the
Onio Supreme Coun ruled in a case involving another Ohio
utiity company that the PUCO had exceeded its authority n
aliowing these costs as service related costs in that company's
rate case How that decision will affect the Company's re-
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reserve balance for the respective year to determine tr:
composite current cost accumulated provision fc
depreciation.

The total provision for Income taxes has not been adjust«
for general inflation or changing prices, in conformity wit*
the reporting requirements of SFAS No. 33.

The reduction to net recoverable cost anses because 1/
current rate making policies to which the Companies
subject allow recovery through revenues of only the !
torical cost of utiity property. During infilationary period
however, the investment necessary to reg'ace that pro:
erty will be more than its original cost. In order to prope
refiect property, plant and equipment at its eCoNomic va .-
to the Companies, the adjustment for reduction to nec:
recoverable cost must be made due to the additional ccn
straints present in the rate making process.

Consolidated net monetary habilities consist primariy of
long-term debt and preferred stock. Durnng inflatiorar,
periods, net monetary habilities will be repaid with dolla-
having less purchasing power than doilars hag when 1
habilities were originally incurred. Adjustment for the =
vantage resulting from the decrease in purchasing pov
of net monetary liabilities is necessary to adequately ref
these differences and serves to partially offset the adve
inflationary effects of replacing the Companies’ prope:
plant and equipment.

covery of these costs from its retail customers in future r=
cases s uncertain at this time. In addition to the unamon.:
costs incurred by the Company, there are also asserted clain
related to delays in, and the termination of the units. whict
may result in the incurrence of addtional costs. the amount ©f
which cannot be determined at this tme.

In our opinion. subject to the effect of such adjustments, f
any, that might have been required had the outcome of the
matters referred to in the preceding paragraph been known
the financial statements referred to above present fairly the
financial position of Ohio Edison Company and its subsidiary
companies as of December 31, 1981, and 1980, and the re

sults of their operations and the sources of funds for gro::
property addinons for each of the three years in the penod
ended December 31, 1981, in conformity with generally ac-
cepted accounting principles appiiled on a consistent basis

Ul Mv‘-@

February 12, 1982.
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Ohio Edison
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General Financlal Information 1981 1980 1979 1978 1977 1976 1971
Total Operating
Revenues (000) $1,279.649 S1 080869 S 994585 § BL2956 S 796289 S 644852 S 308621
Operating Income (000) $ 252,381 5 169383 S 163744 $ 123945 S 146508 § 122217 § 6R130
Net income for Common
Stock (000) $ 163892 5 101403 § 105120 § 61259 §$ BTR3F § B2777 S 45778
Ratio of Net Income
for Common Stock to
Operaung Revenues 128% 4% 106% 7 1% “1.0% 128% 14 8%
Times interest Earned
Before Income Tax 2.11x 205x 231x 167x Z.38x 222x 34ix
Net Utiliry Plant at
December 31 {000) $3.867.257 53435267 $3012.197 $2717.820 $2403810 52115798 $51.047.217
Gross Propernty
Additons (000) $ 568,084 5 515020 S 476746 S5 395162 S 358105 § 325553 § 156.045
Capitalizavon at
December 31 (000)
Common Stockhoiders’ Equity $1,228486 S1.066957 S 969543 S B51.119 § B66.725 S 634707 S 350121
Preferrea Stock Not Subyect
to Mandatory Redemption 304,798 307.472 307472 307.472 262472 262472 83803
Preferred Stock Subject
to Mandatory Regermption 94,298 99.200 93.600 98 000 98.000 88 000 -
Preferenice Stock Subyect
10 Mandatory Redemption 56,843 §7.250 57,250 - - - -
LongTerm Debit 1.759. 7N 1 594 384 1410782 1.343.195 1.189.821 1.087.755 557.140
Total Capitalizaton $3,444,196 53125263 S2B3B647 52599786 $2417018 $2072.°38 S 991064
Capralizaton Rabos
at December 31
Common Stockholders’ Equity 35.7% 34 2% 342% 327% 359% 306% 353%
Preferred Stock Not Subject
to Mandatory Regemption 88 S8 108 18 109 127 85
Freterred Stock Subject
to Mandatory Redempbon 27 32 33 38 40 42 -
Preference Stock Subject
to Mandatory Redemption 1.7 18 20 - - - -
Long Term Debt s1 510 457 51.7 452 525 56.2
Tota! Caprtalization 100.0% 100 0% 100 0% 100 0% 100 0% 100 0% 100 0%
Long-Term Obkgatons
at December 31 {000) 5447 484 §265.000 — - - - -
Cost of Preferred &
Prefecence Stock
Outstanding at December 31 8.37% 8 38% 83t% 799% 785% 784% 454%
Cost of Long Term Debt
Outstanding at December 31 §.99% 916% B13i% 771% 745% 747% S7 1%
Common Stock Data
Earnings per Average
Common Share $2.30 $152 $180 $1.19 $197 5214 $178
Return on Average
Common Equity 146% 7% 112% 7.1% 7% 139% 132%
Dividends Pad Per
Share $1.76 $1.76 $176 $1.76 $1.715 $167 $154
Common Stock Dividend
Payout Ratio 77% 116% 98% 148% B7% 78% BT
Common Stock Dividend
Yieid at December 31 151% 14 8% 132% 11 8% 0% 8% 63%
Price/E arrungs Ravo at December 31 .9 78 74 125 59 58 138
Shares of Common Stock
Outstanding at December 31 (000) 78676 6B 526 $9622 52.120 51.207 35856 25.695
Book Value per Common
Share at Decernber 31 $15.6 $15.57 $16.26 $1633 51693 $1593 s1363
Market Prce per Common
Share at Decermber 31 $11.625 $11875% $13.375 $14 875 $1950 $20875 $24 50
Rato of Market Price 1o Book
Value per Share at Decenber 31 T4% TEw 82% 9% 115% 131% 180%

4



1977 1976 197
Revenue From Electric
Saies (000)
Residential § 442267 § 398832 $360273 $314 867 $284512 §232 433 $114 08
Commercial 308,599 268,788 240 458 205,901 191.381 155,572 7S B
Ingustrial 381,162 330717 315.185 258,767 236434 195311 925
Other 53,993 50.420 42 607 46471 31744 31013 13.0¢
Subrtotal 1,186,021 1,048,757 958523 826.006 744 07! 614 329 295 &8¢
Sales to Utilines 73,96¢ 12,381 10.185 9 346 7825 6 749 R22E!
Total $1,259.987 1061138 $968 708 58135 352 $751 896 $621.078 $301 S
Revenue From Electnc
Saies— %
Resgential 351% 376% 372% 37.7% 378% 374% 378
Commercial 245 253 248 24 6 255 251 26 4
Ingustrial 30.2 32 325 310 315 314 307
Other 43 47 44 56 42 50 43
Sub-total 941 988 589 989 950 989 9% 2
Sales to Unlies 59 12 11 11 10 1 O&
Tota! 100.0% 100.0% 100 0% 100 0% 100 0% 100 0% 100.0%
Kilowatt-Hour Sales
(Mihons)
Resdential 6,747 6,801 6.650 6.50! 6338 6024 4
Commercial 4917 4812 44693 4470 4 543 4 358 342
Industrial 9.352 8909 9.830 9 600 9.671 9.262 B.54
Other 1,181 1.370 1,346 1.309 1.253 AN 035
Sut-total 22197 21892 22519 21,880 21.807 20815 17
Saies to Utilities 2,465 502 44 425 422 387
Total 24,652 22 394 22,960 22,306 22229 21.202 18
Customers Served at
December 31
Residential 872,303 B&7 447 861,196 848 268 836.500 824 851 743 ¢
Commercial 89.23 88 505 87425 86410 85 002 85512 778
Industrat 1,068 1.059 1,161 1.160 1,147 L 1.0%
Other m 704 693 689 682 681 >
Totai 963,313 957,715 950475 $36.527 923.331 912,155 82313
Average Annual Residentia!
KWH Usage 7.760 7.870 7.780 7.724 7.637 7,361 6 34
Average Residental Price
Per KWH &6.56¢ 5 86t 542¢ 4 Bag 445¢ 38s6¢ 24
Cost of Coal per
Million BTU $1.81 $1.50 $1.26 $1.16 $.9¢6 593 s
Generaung Capability at
December 31 (Megawatts)
Coal 4,907 4 899 4861 4851 4861 4 48] 3 793
Qul 354 364 423 423 423 423 6
Nuclear 425 425 425 420 420 190 -
Total 5.686 5 688 5.708 5.704 5.704 5054 3.79%
Sources of Electric Generation
Coal 89 9% 98.7% 339% 4% 90 0% 96 3% 100 0%
O . 0.2 06 20 35 26 25 -
Nuciear 99 07 41 6! 74 12 -
Tota! 100.0% 100.0% 100 0% 100 0% 100 0% 100 0% 100 0%
Peak Load—Megawatts 4,148 4210 4.105 4038 4134 3817 3.307
Number of Empioyees
at December 31 7.669 7.503 7.157 6.765 6,609 6.241 5,892



stockholder Information

Stock Transfer and Registration
Agents

Information and assistance pertaining to
the transfer or registration of all classes of
Company stock can be obtained by con-
tacting one of the following Transfer
Agents or Regrstrar of Ohuo Edison
Company:

Transfer Clerk

Ohio Edison Company
76 South Main Street
Akron, OH 44308

Conunental Stock Transfer &
Trust Company

19 Rector Street

New York. NY 10006

BancOhio National Bank
One Cascade Plaza
Akron, OH 44308

Stock Listing

At the end of 1981, the Company had
78.675,703 shares of common stock
outstanding, owned by 182,778 holders of
record.

The Company’s common stock is listed
on the New York and Midwest Stock
Exchanges and traded on other registered
exchanges under the ticker symbol OEC.
Newspaper stock listings generally use the
symbol Ohio Ed

Annual Meeting of Stockholders

The 1982 Annual Meeting of Stock-
holders will be held on Thursday, Apnl 29,
at 1:30 pm. at Ohio Edison’s General
Office in Akron, Ohio. Stockholders unable
or choosing not to attend the meeting can
vote on the tems of business presented at
the meeting by filing out and returning the
proxy card that 1s mailed to each stock-
hoider approximately 30 days pror to the
meetng date

Dividend Reinvestment and Stock
Purchase Plan

The Ohio Edison Dividend Reinvestment
and Stock Purchase Plan raised $35 9
million of new capital in 1981, up 21
percent over 1980

A total of 37.278 participants. or 20
percent of Edison’s common stockholders
of record, had been envolled in the Plan by
the end of the year. By reinvesting their
dividends totahng $22.8 milkon and mak-
INg optional cash payments of $13.1
milkon, participants purchased 3.122.631
adaitional shares of common stock in 1981

Stockholders may invest all or part of
their quarterly dividends automatically in
addonal shares of common stock. The
purchase price of common stock purchased
with reinvested common stock dividends 1S

a price equal to 95 percent of market
value Stockholders participating in the Plan
may buy additional shares at a price equal
to 97 percent of market value through
optional cash payments of up to $40.000
per year

The Plan is being amended so that,
commencing in early 1982, preferred and
preference stockholders will be eligible to
participate. The purchase price of common
stock purchased with reinvested preferred
or preference stock dividends will be equa!
to 100 percent of market value.

An added benefit of the Plan may be
available from 1982 through 1985 The
Economic Recovery Tax Act of 1981 pro-
vides that participants of qualfied dividend
renvestment plans, such as that offered by
Ohio Edison, may elect to exclude up to
$750 a year (51,500 on a joint return) of
dividends that are reinvested. The Com-
pany anucipates that a substantial portion
of common stock dividends paid in 1982
will be a return of capital, and thus non-
taxabie wholly apart from the provisions of
the Act. If any pan of a dividend s deter-
mined to be a return of capital. participants
should consult their own tax advisers on
the extent to which the election to exclude
dividends should be made

In addition to the benefit of tax deferral,
f certain requirements are met with respect
to holding periods for the Company’s
common stock, the proceeds of a sale of
stock purchased under the Plan may be
eligible for long-term capital gan treatrment
Stock purchased with reinvested dividends
will have a zero tax basis to stockholders

Additional information about the Plan
and a Prospectus can be obtained by
writing to Stockholder Services or by calling
1-216-384-5513

Dividend Income Taxability
Common stock dividend payments dur
ing 1981 are 100 percent a return of captal

and. therefore, nontaxable for federal
Income tax purposes. Preference stock
dividends for 1981 are 81 percent return of
capital and nontaxable for that portion
Preferred stock dividend payments during
1981 are 100 percent taxable

These percentages are subject to final
determination by the Interal Revenue
Service Stockholders will be notified
promptly ff the determination results in a
signficant change.

Availability of Form 10K

A copy of Ohio Edison’s 1981 Annual
Report to the Securties and Exchange
Commussion. Form 10-K. will be provided
without charge to stockhoiders upon
request If you would like to receive a copy
of this report. piease write to Gregory F
LaFlame. Secretary. Ohio Edison Company
76 South Main Street, Akrori. Ohio 44 308
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