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; Our primery mieeion ie to eupgiy eiec1ric
energy when and where it is needed to nearly

; three-quarters of a million customers in our
| 1,700-square-mile service area.

Over a 100-year span, our electricity
powered the development of Northeastern Ohio's,

industrial might. Today, that strong industrial
base, together with growing service and

'

commercial business segments, promises
economic vitality for our area for many years

,

i to come. Similarly, our residential customers
'

have depended on us to light, heat and,

cool their homes...to cook their food. ..to wash
and dry their clothes...to provide reliable
electricity for a better living standard.

Because we are investor-owned, we are
3

obligated to our share owners and bondholders
whose investment makes our mission
possible. These investors are entitled to a fair
return on their investments. We strive to.

meet that obligation.

,

i

. - , - - , . , . - - . . . - - - - , , - . . - - - , - - - . -
.



Coommis Hiaiiatsnn
Highlights 1 * Earnings per share were $2.52, up 11.5% from
Financial Summary 1 $2.26 in 1980.
Letter to Share Owners 2 . Common Stock dividends per share were
Perspective 4 increased 2c per quarter, effective with the
The Natural Environment 7 February 15,1982 payment, the 24th consecu-
The Financial Environment 11 tive year of increase.

The Operating Environment 15 * In the retrial of the City of Cleveland's antitrust
The Rate-setting Environment 19 case against the Company, the jury found in

fvr f the Company; the City has appealedManagement's Discussion and Analysis
the decision.of Financial Condition and Results

of Operations 21 * Annual operating revenues surpassed $1 billion
f r the first time.Management's Statement of Responsibility

for Financial Statements 24 * A $147.8 million (17%) rate increase became
Report of Independent Accountants 24 effective for retail electric customers.

Financial Results 25 * Hearings were completed before The Public

Financial and Statistical Review 1971-1981 38 Utilities Commission of Ohio for a $130 million
(12%) increase in retail electric rates; notice ofInflation Accounting 40
intent to file for a $221 million (17%) rateDirectors and Officers 42 increase was announced.

Committees of the Board of Directors 43
* A rec rd peak load of 3,362 megawatts wasGeneral Information 44 recorded in July.

Service Area Map 45
* The 1982-1986 construction program is

$1.8 billion.

T y c ,p]|g;; g y;& d d D( 9 a
" 2 DM w3 c. - - -

y g 7wT Financial Summary
,

& 4 Anh,IJ Li
-rt ,? ?!g) ..1 g .> ? t we Per Cent

~^"'=1 1981 1980 Changei

.: i t..., - wi . is Earnings Per Share
v' j g}gg:WP" * of Common Stock $ 2.52 5 2.26 11.5

15 Dividends Paid Per Share16 4 ,: 1*

;J p of Common Stock $ 2.08 5 2.00 4.0t3
% q' Book Value Per Sharem

La h d of Common Stock $ 19.63 $ 19.72 (0.5)p. Common Stock
+ # g " "s,3

7 ;; -

g Share Owners 103.242 101.001 2.2m,
ym 3m t Operating Revenues (000) 51.012.930 $893.566 13.4
-

W', ;f He si Operating Expenses (000) $ 820.226 $743.051 10.4_~ .t,6,.-

T ,.i . i 7 $ {p a A n -J
.u-

-
' Net income (000) $ 155.734 $125.383 24.2

.

-"
%p*Qf]M Eamings Available for$

Fn 6 ! Common Stock (000) $ 120.817 $ 97.672 23.7P3f '

- m, ;;Os 47 Kilowatthour Sales_

(Millions of
Kilowatthours)

Cover: Residential 4.376 4.463 (2.0)

Thefour environments in which the $a",y,';'' ' g$ |& N
Company works today: afamily enjoying the other 399 416 (3 8)
natural environment, construction of a power Sub-tota 17.233 17.090 08

S lest Utk es 275 1.070 (74 3)plant requires the raising of capitalin the
Total 17.508 18.160 (3 6)fli.ancial environment, a boiler operator in the

operating environment and a hearing before
The Public Utilities Commission of Ohio In the
rate-setting environment.

1
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The nearly completed -. .
,

transmission yurd at the 'i ~

{Perry Nuclear Pou'er Plant - J'

provides the background i "_ k
for (from left to right) f

-

,

R. M. Ginn, H. L. Williams *

and R. A. Miller. '1
- '". ,1-

4

.4

y
. , .

D.. sa... owner:
One of our predecessors in adversity that has plagued our tion, to improve the productivity of

the leadership of The Illuminating industry during the past several American industry by encouragmg
Company, a man of Swedish years, we beheve fundamental capita' formation and to break the
ancestry, frequently spurred us on improvement is under way. regulatory log jam on energy.
with the challenge,"The North in many ways 1981 was a including nuclear power. That is a
Wind made the Vikings great ' That watershed year for the industry and big order. and implementation wC!
phrase is perhaps more appropriate our Company. A new administration take time. So far, the steps taken in
today than ever before. We beheve and Congress went to Washington Washington,in Columbus and by
that the management of the Com- with a pledge to end rampant infla- our industry and our Company am
pany today is responding to Elmer positive. The results which are dis-
Lindseth's challenge. In spite of the

2



cussed in detailin this report ar2 to finance our construction program, pl .nning costs for four CAPCO
indicative of en improving tr:nd. rate increases which were pere:ived generating unit projects which were

While we experienced peaks to be insufficient by the rating terminated in 1980. The Court
and valleys, on balance,1981 was agencies and an adverse Ohio reached this decision despite con-
an upbeat year for the Company's Supreme Court decision. curring with the PUCO finding that
customers, employees and share The Federal administration and the companies' decisions to construct
owners. Congress took two actions to help the plants in the first instance, and

Earnings per common share utilities and our Company raise later to terminate, were both prudent
increased 11.5% from $2.26 to capitalless expensively. They will decisions. The Court decision, which

$2.52. both improve our share owner is inconsistent with those in other
The improved eamings enabled position and hold down rates for jurisdictions including the Federal

the Board of Directors to increase customers. The first provides for Energy Regulatory Commission,
dividends for the 24th straight year tax reductions to encourage invest- was appealed to the U.S. Supreme
and to add one more to what is ment in new plant and equipment. Court which so far has declined to
now 81 consecutive years of cash These reductions can now be review it on procedural grounds.
dividend payments. utilized by utility companies with We continue to pursue correction of

Gross revenues exceeded one low taxable incomes. The second what we consider bad law through

billion dollars for the first time, an is a benefit to utility share owners regulatory and judicial actions.

event more attributable to the severe who reinvest their dividends in new In October 1981, a Federal

inflation that plagued the economy common stock. The Company took court jury found for the Company

than results of operations. We would advantage of the first action, and in the six-year antitrust case with the

gladly have had lower revenues many of our share owners are taking City of Cleveland, after two days of

and less inflation. advantage of the second. deliberation.The City has appealed

The Public Utilities Commission The first Perry unit passed the the case. When the appeal is con-

of Ohio took an essential step 80% completion mark and con- cluded, and we do not believe the

toward meeting the need for tinues on schedule, and on budget, appeal will succeed, an era of dis-

revenues that cover our costs, toward its 1984 completion date. stressed relations with the City of

including earnings to compensate Our integrated organization of Cleveland will end. It is particularly

common share owners for their Company engineers, consultants important during these adverse

investment, by approving a rate and outside contractors appears to economic times that the Company

increase of $147.8 million in 1981. be producing an outstanding result. and the City direct their energies

An Order deciding our pending As for the balance of our con- toward a more cooperative and

$130 million rate increase applica- struction program, our engineering constructive relationship.

tion is expected soon. Since we have and operating organizations have The three of us, the rest of our

not caught up with cost increases, reviewed every proposed capital management team and our 5,000

we continue to need regular increases expenditure. Their objective, which employees look to 1982 and the

in our prices-a situation that will be was met, was to limit new projects future with great enthusiasm. That

common to all businesses, including to those absolutely essential to North Wind is still blowing but we

utilities, until inflation is licked. provide adequate service and to believe the improvement in camings

Those who expected the new complete those projects now under in 1981 was indicative of a lot of

Administration's program to bring a way most expeditiously and eco- good things about your Company,

strong economic recovery in 1981 nomically. As a result, our five-year now and in the future. We have

were disappointed. Realistically, an cash budget for construction has provided reliable electric sertice to a

immediate tumaround was too much been held to no increase, despite great section of a great country for

to expect. However, our industrial the obvious five-year inflation in over 100 years. We will continue

sales, despite heavy reliance on cost which is a consequence of to do s
Sincerely *

autos and steel, increased by 2.7% dropping 1981 expenditures and
over the 1980 total, notwithstanding adding those planned for 1986.

,

the fourth quarter downturn. Share cwners and customers benefit p/f
Residential and commercial sales from this effective cost control. gobert M. Ginn. President
were adversely impacted by very Two major court decisions ,

/JW,ppoor housing growth and unusually impacted the Company during 1981:
mild weather in 1981. one unfavorable; the other favorable.

We raised about $275 million The Ohio Supreme Court Richard A. Mdler. Executive Vice President

from outside financing despite a overruled the PUCO and disallowed y .

downrating of our bonds. The rating the recovery through rates of the F'
change reflects our need to continue Harold L. Williams, Executive Vice President

to sell significant amounts of bonds
February 23,1982

T,
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The natural environment-the air bmplexity -

we breathe and the water we use for Working in the natural environment I

@Q g; q;; g y /p!. Rt p-drinking and recreation-has been a has become very complex. It requires
rr 4concern of the Company from the time the interplay of many different ,

we became large enough to affect it. academic disciplines, from engineering Ba..;A,.db . :.

As our service area grew rapidly during to chemistry to botany. It is legally and F N @'Ff'fff("% p. Lethe early 1900s, and as we built new operationally complicated by new and
Jp? |

'

coal buming generating plants to meet changing regulations and policies j- )0, > % '

that growth, we recognized as we do emanating from Congress and various
-

R
today that we had a responsibility to govemmental agencies. To the com- *b;gE6 4
see that air and water quality was plexities add uncertainty-uncertainty "JMF p .

preserved, about future regulations and how they , & 9. 5 W
will affect us-and the natural environ- a >. .p

...

% [dT* *h "*I* 8V ment clearly becomes a most difficult ,

g'g' f.As early as the 1920s, pollution , one in which to operate. .

control equipment was available in For example, the air quality con- ;"< q- '

'"
America. In 1926, we were the first trols and methods we use are designed .

utility in Ohio to install precipitators at to reduce two types of emissions from f,''
,

our power stations. Similarly, we als our coal buming plants-sulfur dioxide ,;R , _ ;'>

monitored our waste water and treated and particulate matter (fly ash). Both giM e4 . y
7 .ijit with the technology of the times. of these pollutants come from the coal

Our dedication over the years to we burn-about six million tons per P - M; i .!

clean air and water has not come year- much of it from Ohio mines. b]<

cheaply. Progress in pollution control Ohio coal has a high sulfur . iN -

carries a stiff price, one borne by the content. Therefore, most 2 what we :6M N M
"

Company, its customers and investors. bum is washed to reduce its sulfur J ,. w . m ,

in the past 10 years alone, we have content prior to buming. Still, Ohio PN '

7
~

~lspent more than $400 million to install coars sultur content remains high
water and air pollution control equip- enough to make it necessary for the

8;.a.ment in order to comply with State Company to purchase some expensive
+;T <

gggg.g.g' W xand Federal regulations. (See chart low-sulfur coal from other eastem 3~ " ^ ' " - *
on this page.) states. By buming these two kin'ds of

coalin a balanced manner, we are able
to keep sulfur dioxide emissions within
the allowable limits.

Jim Pitts, Malr.tenance
Supervisor at the Avon
Lake Pou er Plant, and his
family enjoy the beauty of
Greater Cleveland's unique
Metropark system, a part
of Northeast Ohio's natural
environment u hich the
Company is committed to
preserve.

7



__ _

p _-

To control fly ash emissions, we Even solutions bring new problems. N
Install electrostatic precipitators which At our three Mansfield units where
are effective in limiting fly ash emissions scrubbers remove substantially all of
from our stacks. These devices can the sulfur dioxide from the stack emis-
collect anywhere from 95 to 99.6 per sions, approximately 2.75 million tons
cent of fly ash, depending on the of useless sludge must be disposed of
characteristics of the coal. Ironically, every year. Another problem is the
precipitators controlling fly ash emis- approximately 950,000 tons of fly ash
sions do not work as eff;ciently with which must be removed from our
low-sulfur coal as they do with high- plants and trucked to controlled land
sulfur coal. fill operations each year.
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1

be extremely costly to our customers
During 1981,we completed a without solving the problem. Congress

seven-year precipitator upgrading should fully investigate the sources
program at a cost of about $200 millionof acid rain and consider the cost to
to put in place 12 new, state of the art the consumer before enacting any

/' precipitators at three of our plants. legislation.
'4

[
' ~ ' ~

Since 1975, total sulfu: dioxide emis- h " ~~ ]" ) s
.

5sions from our plants have been mW
reduced by 33 per cent, while fly ash ,M7%j.QJ 6

!
g

emissions from our stacks have been g ':. q rG] ; ,

' 9@ W|
The Ashtabula Power Plant,reduced by 75 per cent. 7- ';

Our policy is to comply with all 1.A I'' equf Ped with new, state-P'

regulations. We have complied in ways b

" h. C ,j.i}3 [ f ,'
State and Federal air and water quality

,
YM'Lj f-the-art precipitators,

~

Perates in harmony with

that minimize the cost to our customers p . 9 the environment-Including# I

neighboring playground.W ,
.

and investors. We are working with
p[S IIC

e

"M dh ,, '

the various governmental agencies to
,

' i ~' (H; Wde@'
k 4j WMV': i

see that sound cost / benefit economics Md !
are considered before greater financial ,1
burdens are imposed on our customers 5

and ourselves. b' ""New i ... "' "

A new environmentalissue has been
raised by states to the cast of Ohio and Commitment
by the Canadian government: the acidOur stewardship of the natural environ-
rain phenomenon. Much has been ment in which we operate has been an

written and said about acid rain withongoing commitment and responsibility.
little basis in fact. The present need We are mindful that the present regula-
is thorough research and scientific tory climate could change drastically.
evaluation to determine its causes andWe have seen such changes before
formulate solutions based on prudent and know the stiff price that has been
cost / benefit judgments. The c!cctric paid for improvements in air and water
utility industry is sponsoring research quality. Nevertheless, we will continue
in this field through the Electric Power to cooperate with State and Federal
Research Institute (EPRI), an industry- authorities as we work to improve our
funded research and development natural environment.
organization. EPRI, the Environmental
Protection Agency, universities and a
host of others are spending millions of o

dollars in a search for the answers to
the acid rain puzzle.

Our concern is that mounting
pressures to "do something now" will
result in bad legislation, hastily drawn
regulations and standards that could

9i
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The financial environment in which The largest items in the budget are '' - l' -

we operate has been turbulent in recent our shares of three nuclear generating WHO ARE THE BOND RATERS?
years. High inflation and interest rates units-Perry Units 1 and 2 and Beaver The foundation for the rating
continue to increase the cost of doing Valley Unit 2. Also included in the system now used to determine the

risk level of stocks and bonds wasbusiness. Adequately compensating budget are pollution control equipment laid in the 1850s by Henry Varnum
our investors, meeting our service and transmission and distribution Poor, a lawyer and magazine editor.
obligations and securing new capital facilities. Poor believed that investors were

are more difficult than before. entitled to have access to company

Our objective is to arrange g83"88 financial data -information
that previously had not been made

financing at the lowest possible cost, The cost of money for such con. public.With the support of the

while maintaining a balanced capital struction depends, in part, on ratings New York Stock Exchange,he
fought a long battle which even.

Structure and striving to improve our assigned to Company securities by tually led to legislation requiring
securities ratings. financial rating agencies. Standard & corporate financial reporting on a

regular and uniform basis. In 1941,Poor,s Corporation and Moody,s standard Statistics companynstruction Budget Investors Service-two of the major merged with Poor's Publishing to
Regulatory lag, high interest rates and rating agencies-lowered the Com. form Standard & Poor's Corporation.

a tight money market hinder us from pany's first mortgage bond ratings ,,"rted by lo"hn |lood
d* "' ' "#

9
keeping pace with inflation and make from "AA " and "Aa',' respectively, to provides another source of business

,

the raising of funds for new construc- "A" Standard & Poor's also reduced and financial data for investors. .

tion more challenging. We plan to our preferred stock rating to BBB,, Standard & Poor's and Moody'so

are tocay two of the major cor.
spend about $1.8 billion on construc- from "A "; however, Moody's main- porate rating services. Fitch
tion over the next five years, about tained its "a" rating. Investors Service,Inc.and Duff &

half of which will have to be raised in Phelps are other well. respected.

institutions which provide rating
the capital markets. services. They all have built solid

,

repdations for accuracy and
objectb ity.Their ratings have

Eny -

.] become the accapted standard int _ g, . g. . ,,g
_

-

_ m.
o

N r. n the evaluation of stocks and bonds.

=[ s' 3$Mjg j '
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The 580-ton steel dome is
placed on thefirst of two
reactor containment
buildings at the Perry
Nucicar Power Plant. The
two Perry units are major

:
items in the Company's
$1.8 billion five year

1
construction program. 11
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fn making their decisions, the more vigorous in seeking rate increases.
agencies ceed the Company's low ratio We have adjusted our capitalization
of income to interest charges and the goals for greater conservatism. At year
low level of internot cash generation. end 1981, our capitalization structure
A contributing factor was last year's was 37 per cent common equity,48
Ohio Supreme Court decision not to per cent debt and 15 per cent preferred
allow the Company to recover in rates stock. Our long term goalis a capital-
as an operating expense the costs of ization structure of 40 to 42 per cent
four terminated nuclear projects. (See common equity,10 to 12 per cent
Note F in " Notes to Consolidated preferred stock and a maximum oi 48
Financial Statements") per cent debt.

We are striving to restore our Fio.oci.,securitics ratings to their former levels.
In o-der to do this, we have become Financing activity in 1981 totaled

about $275 million. Our major efforts
included two private placements of

12
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preferred stock totaling $70.5 million, stock share owners are participating in K -- xi -

the raising of $60 million through the Plan. We expect participation to INFLATION HURTS US,TOO
private placements of first mortgage continue to grow throughout the year. Tho prices we pay for essential
bonds and a public offering of 3V2 materia! and equipment have been
million common shares which raised __

rising right along with everything
"7@ y

.

m+a%g, yQJg_ r, A_ >p~4 M; -

else in these years of high inflation.i$48.8 million. In addition, we raised f5 pgg in an average year, we iristali some
$22.2 million from the proceeds of e JSE93Npj; 8,600 light poles and about 275
the sale of variable rate, tax-exempt ' T ' O 1 Pr y a rniles t electric cable. our fleet of

am -- .e - vehicles and equipment consumespollution control revenue bonds. Also, r.; Ci ~_ 1% mitiion gations of gasolineW T ]' giwe increased our term bank loans by &G" " : a year.
$50 million . _ ' , .d Ln. s. u.d i ,, - Infiation has af fected the costs of

%1 ''; The following table shows how3

Late in 1981, we were one of the cm,g p p,P T1 ["7L. one kilowatthour of electricity

[ .@qfew utihties which arranged sales of '

giy r r- and items we use:
investment tax credits and accelerated ? a M.;

Per centcost recovery depreciation rights as
3} 1971 1981 increase,

provided for in The Economic Recovery

.m.e]
u ikwh 2.s4e 7.12e 170PTax Act of 1981. We raised $25.4 une truck s38,130 s96,000 152,

million in two such transactions. cabierft. s .s6 s 1.90 tes,

F Q' w g y % g?? *c n -In January 1982, we sold four Pole s 153 s 560 266
million shares of common stock to the M coallion s 9s 46 411"

+-m . Gastgal. s .24 s 1.32 450mpublic which raised $60.8 million. We =

also plan to raise $75 to $125 million
Divia.oa individuals and companies,

As,lation is the o,ueies, tax we ,ay.through the public sale of first mortgage in

bonds in the first half of 1982 and The Board of Directors raised the
another $200 mi!! ion through additional quarterly dividend on common stock
debt and equity financings later in the from 52 cents per share to 54 cents
year. We will continue to raise funds per share on January 5,1982. It was
through the sale of common stock the 24th consecutive year in which
under the Company's employee stock dividends have been increased and
purchase plans and our Share Owner the 81st year of uninterrupted cash
Dividend Reinvestment and Stock payments.
Purchase Plan. We plan to reduce the
average level of short. term debt to

-- r .
,mI,M U MNE ._1give us more financing ficxibility. -

j ~ {d.64b
.

' M@IN$f
The new tax law provides an

y$p{yincentive to reinvest dividends in new i

k Violet Burden, a Companyissue utility common stock through a aJ r share owner, greets the-

dividend reinvestment plan so as to .1-
- :-

gp%W:-

postman as he delivers herencourage capital formation. The % ^yD MM quarterly review and divi-income tax on dividends reinvested m, g
[y 'ggj

i .

,
. I3 dend check. A greatour common stock is postponed and g, g ,

i 1 b number of our 110,000,

dividends are taxed at capital gain rates , ' .
w| %n ,

> F
N ,q'4' share owners depend onL

if the stock is held at Icast one year. i.

p{% ' Mg,E g ;8j dividends to meet theirAs a result, participation in the
-

h. .emg expenses. Approx-Company's Dividend Reinvestment
Wid8D M,4, a.u4;8, % . Imately 78% of our share

,y
ny

Plan surged about 22 per cent from xm , w a-5-m ownert an less thanNovember 1981 to mid February 19S2. -M 3 n 8 9^ p g g ,

~ ~ m. 400 shares.Currently,21 per cent of our common p,M. .yS-

g g ., n
.

.v , .

. =d g k}k [ - *'
. t; .eg

. :. 9

g ~ yfn eg . . pe
- m 1 e# a
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Our industrial sales are depressed

THE ENERGY M AKERSOperating an electric utility over the during the current recession, but most COMMUNICATE
past 10 years has been a demandingeconomists predict a recovery during Our employees,the Energy Makers,
tcsk. The Company has prevailed in the second half of 1982.The currentwere very active r';1 ring the year

" 7mpa"n"y IdIts purpose-to provide continuous level of new construction and urban|[[n*ing|'d"n9
L""' 8'

Ch

electric service to all of its customersrenewalin downtown Cleveland isits customers and the general
at the lowest possible price, consistent good evidence that there is a resurgingpugic.with reliability and safety. Elsewhere vitality here at the hub of our service

Is to counsel our indurtrial.com-in this report, we discuss the major mercial and residenty customersarea.
influences on our operations by focusing Over the longer term, we are in eueetiva wrgy management

g81 $n'."th "cMI$m"$r"in
"

on the financial arena, the regulatory planning for slightly more than a two *" *

climate and natural environmentalper cent annual sales and load growth.all three c 4tegorie , wme reached
concerns. The operating environment Our construction program is designed by our people. Foi example,our
in which we work is affected by what to phase in new generating capacity at home economists made more than

M presentations to rnore than
is happening in each of the others. specific intervals during the Eighties 18,000 persons, advising them

to match this energy demand with about the efficient use of home
adequate reserves. We are committed

h " " "

*P iS*m"'s,%"r[than Oseminarnshchn "
Our construction program is the most to coal and uranium as our primary on electric heating and proper

,y

visible and costly part of our operatin9 fuel sources through the rest of this ir.suiation attracted thousands of
environment. Its progress is directly pe pie from the e nstruction

tied to our ability to raise the funds to Energy specialists also met with
century. industry.

pay for it. In addition, the Nuclear customers attending trade shows,

Regulatory Commission will have a ,he N ""dus $'e'r c")*t[* "5** " i '

decisive influence on when the nuclear our speakers Bureau statted
units under construction are completed with 51 volunteer employees,
and when they may be operated. The "',P{d'j,',|7p,',e inan 1n , g n9 ,,

Federal EPA's actions regarding tunities-giving talks, showing
emission limitations will determine the films and slides and telling our
future availability of our coal-burning 5[,,7,',,,',*,', N ''5 * " "
plants. The Ohio Power Siting Board ,

Day in and day out our customor/ -.__
will determine the route of future trans- ;'*/ service employees work with indi.7

mission lines and the sites of generating ! $4 viduals, answering questions and
,

.~

M / helping with problems. During1981,approximately 740,000 phone[
plants, significantly affecting their costs.

t

L (* i'/ * 4 /t h ) w ./ calls were handled.
*,

I~ t *g
. ' % our employees invest freely of their

i
,y

Beyond their job responsibilities,

Q ,' ' SJ[? I . / .p / own time in their communities.
Many of our employees serve inm,

' , I.
e! various positions in local govern-

**Fe ? /
,/ N_.. h) D.,

4 * . ] volunteers in other activities

c J 4
ments and many more work as

w.wfNh 4 A3 .
A, ranging f rom Little League to' ~ i

. A si Little Theater.
h' Y * P"1 : , ^ k-

4 y
/: 'y

*
,{ ~ *

% &| f' 9 Ed Plomske, supervisor of
Jim Pappas (left). Boller a line multi crew unit,Span $.

,

8?
. ,'

&& %p , V(W' %d BaInbridge as a volunteer
% serves his community ofOperator at the Eastlake ~

Power Plant, symbollies
the operating environment.

&.%liL awsC ' %u fire chief.1981 was an outstanding
,

yearfrom the standpoint
of generating eficiency and
service reliability. ; 15



Nuclear n ,...s - x

Our Perry construction project is 1
In spite of the unfounded claims of currently on schedule and on budget.

w:

the anti nuclear groups regarding We realized at the time we contractednuclear safety, the fact remains-and for the Perry Plant that we would be
it is indisputable-that America has

successful only if we became deeply
had 500 reactor years of commercial involved in its construction on a day-
nuclear power generation without a to day basis. Consequently,in the
single nuclear-caused death or injury. early Seventies, we created a manage-
We know of no other laroe-scale ment organization, which was unique
industry with such an enUiable record in the industry at that time, to assume
of safeguarding the public. Despite the overall management responsibility for
unfortunate consequences of the

the construction of the Plant. Construction of major new.

Three Mile Island (TMI) accident, the About 4,000 people are working ofice buildings in down-
safety systems worked. No one died at the Perry site-over 400 are Com. t an Clevelandisillustrativ,
or was even injured. New information pany employees and the remainder of the vitality ofour service
derived from a thorough examination are consulting contractors and their area. Pictured here (left toof TMI has resulted in further refine- craftsmen. We are leaving nothing to right) are the 28-story
ments in nuclear technology which chance on this project-our own Superior Square Office
make all plants -existing ones and employees are in key positions to see Tower, the 31-story Medical
those under construction-even safer that all work is done properly, safeiy Mutual Center and the
than before. The hkelihood of financially and on time. 16-story Ohio Bell General
debihtating shutdowns has also been Office Building. Thesesignificantly reduced. Rrror.anc. buildings. scheduledfor

We are committed to nuclear The year 1981 was an especially C *PI''I " '" N3' "iNpower. We have completed construc-
satisfactory operating year. The length Provide more than 1.5tion of 80 per cent of Perry Unit I while of downtimes on generating units was muhon squarefect of neu,

Perry Unit 2 is 40 per cent complete. considerably shortened from last year's 8 Ice 8 Pace.Beaver Valley Unit 2, now 50 per cent experience,
complete, is being built by Duquesne

Our generating units are complex
p - ~ --- - - -

Light Company, a CAPCO partner. machines, susceptible to breakdowns.
>

CAPCO.) While the construction costs
We operate our system with reserve 4;(See Page 45 for information about

units ready to back up any that fail so jji
of nuclear plants are greater than those

that the customer is unaware of the 4i
of coal-fired units, their long-term

outage. The more our better units run, ~

d?
yy

payoff for consumers comes from the

much lower cost of nuclear fuel. The
the more efficient our overall operation.

electricity we get from Davis-Besse is Moreover, the greater the " availability" '1 (;
$ 2/

(the percentage of time units are avail- % l d d
y

the lowest cost power in our system.
able), the less is the reserve capacuyWithout Davis-Besse, our customers need in the long run. Overall, avail- i ' '

would have been charged more than ability was improved to 74.8 per cent 1i;t (;j
$50 milhon in additiona! fuel costs in in 1981 compared with 71.0 per cent ,$ dgd

,.

1981. Compared with fossil-fueled
in 1980. The only extended equipment f;;5 jiumts, nuclear generation will result in outages were those planned to take - '

lower bills over the long run.
place during the installation of pollution

Vm 9

k("n.I
d N. ML-fcontrol equipment. $& g

Efficiency and availability are tk? MJclosely related. In 1981, improved

reduced our fuel expense by $2.4 j . Mg' | pigefficiency of our fossil-fueled units
Jtt Q ,

power becomes a larger part of our { N). 4a .

million from the 1980 level. As nuclear M
- - '

generation, we will be less dependent b 2,.A__ g

16
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on some of our older,less efficient Boare.. E - ' a
coal-burning plants, further improving Our performance in the 1981 operating
our efficiency. environment made it our best year

Reliability is the key measure of ever. Construction progress was on
service from the customer's perspective. target. Availability, efficiency and
Last year our customers had electric reliability were improved. Costs were
service available on the average of kept under tight control. We will
99.98 per cent of the time. This is continue to reinforce our system,
typical of the United States where we improve our services and closely
have the best reliability in the world. supervise our construction program.
Service interruptions experienced by It is a tribute to those who pre-
our customers were reduced from the ceded us and a challenge to us today
previous year. Average restoration to note that The Cleveland Electric
time for those customers whose service Illuminating Company has provided
was interrupted improved from 100 quality dectric service for more than
minutes in 1980 to 67 minutes in 1981, 100 years. We promise the same for
a 33 per cent improvement. the future.
bystem Peak
On July 9, our customers created a
new 60-minute peak demand of 3,362
megawatts, up from 3,304 last year
and 12 megawatts higher than the
previous record set in 1977. This new
high was set in a period of weak
economic activity; we expect and must
plan for higher peaks in the future.
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- - ate-setting

The extraordinary efficiency and R i.. E=
'

reliability of the electric utility industry At least 90 days prior to a formal filing THE PUCO COMMISSIONERS

in America didn't just happen. It of a new rate case, we must file with the More than 100 years ago, the Ohio
resulted from the flexibility and adapt- PUCO a " notice of intent" to file for General Assembly recognized

that,in the public interest certain
ability of investor ownership of the an increase in rates. This is followed services should be provided by
electric utilities. An essentialingredient by the formal, detailed request for the regulated monopolies. In 1867, the
in this process is governmental regula- rate increase. General Assembly singled out rail-

Each step in a single rate case- '[n'e ,*o'"d[j'n e
hd P onec s

tion. The regulation of rates-the ,
a 12-month process which includes them. It wasn't uritil 1911 that

,

pnce we receive for our product-is
a decisive factor in our industry. notice of intent, formal filing, staff electric, gas, water and steam

heating utilities came under State

R'8"g"'I " rep rt, public hearings and PUCO regulation thrcugh the Public
decision -is widely reported. Thc Services Commission of Ohio-

Rate regulation makes us different from public often hears, reads and sees later renamed The Public Utilities
most other industries. This regulatory several media stories and does not orj lss onCom ' ' ' " ('

h urr nt s of
process has evolved at Federal and realize they are all related to different the PUCO,two Republicans and
state levels from legislation, administra- time frames, one Democrat,are appointees of

nor ^
.

On May 4,1981, we were granted Goj p, Kel ,'30 (Rtive practice and judicial review.
s airman

Specifically, the primary rate-setting a 17 per cent, $144.1 million (later of the PUCO and was appointed in
environment in which the Company increased to $147.8 million) electric rate July 1981. Kelly had been the

operates today consists of laws passed increase based on a request submitted U[,'En";,MS''[,'||$"and,i

by the Ohio General Assembly, the in July 1980. On May 5,1981, we had worked closely with the PUCO
administration and application of these filed an application for a 12 per cent, in coordinating legisiative programs

laws by The Public Utilities Commission $130 million rate increase which will '"$',i"*$a#**[$tN"*""''

o n he gr
of Ohio (PUCO) and rulings by the be settled early in 1982. Then in American University, Washington,
Ohio Supreme Court and the U.S. November, we filed a notice of intent D.C., and earned his law degree

Supreme Court. When our costs in- for an increase of 17 per cent, or $221 'Emb 0,'$hio.'* *i'# '"'P '
C

crease and we need a higher price for million, which will set rates for 1983. Michael Del Bane,63,(D), a
our electricity, we must seek PUCO former State representative from

approval which involves a rate-setting Mahoning County, was appointed
to the PUCO in February 1979. He

process that takes months to complete. resigned from the State legislature,
(See story on next page.) where he was chairman of the

The amount we ask for is what we House State Government Com-
mittee, to accept the appointment.

believe we need to keep the Company Del Bane served 10 years in the
financially healthy. This includes a fait Ohio House, f rom 1969 to 1978.

return to our investors Consistent with ,,g",,$"',s, gR wasi5
, 9 . 9 ,,,,,

the commitment we made to them his appointment, Pines was legal
when they invested their capital with director of the PUCO where he has

served since 1976. He also hadus. We must also provide reliable experience at Union Carbide and
electric service by maintaining and General Electric before joining the
expanding our generation, transmission PUCO. A native of New York City.

Pines earned a degree in chemistryand distribution system. at Case Western Reserve University
in Cleveland and a law degree
f rom Capital University.

Charles C. Chopp (stated
left), Company Controller,
is testifying before The
Public Utilities Commission
of Ohio in connection trlth
a Company rate increase
application.
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g m
We believe the public would In 7ddition, we have an application "Y"

better understand the need for rate for a rate increase covering sales for
WHAT'S A RATE CASE?increases if our rates, as are prices resale to the Cleveland municipal elec- Physically, a rate case is impressiv.charged by other businesses, were tric system pending with the Federal lt stands 18 inches tall,is made q

based on current costs. We have asked Energy Regulatory Commission. We ,' 5 's pIu*ndsSa*t[
'

the PUCO to consider expenses in- began collecting this $2.3 million in- h9 sa
just our direct testimony in thecurred in a current, or matching, test crease in September 1981, subject to formal filing.

year (rather than historic) which would refund depending upon the outcome The process by which a rate
promptly recognize the effects of in- of formal hearings. case is conducted is lengthy and

typically consumes about 2a.000flation on our operations. Thus,1982 Our industry and its regulatory manhours of Company staff time.
rates would then be based on 1982 process has been the subject of intense Once a case is filed with the PUCO
costs. public dialogue. Yet, under regulation, the PUCO staff takes about five

months examining it.Then, theWhile our electricity sales are our the investor-owned electric utility PUCO staff issues a " Staff Report'
major revenue source, our steam industry in this country has become which makes a preliminary judg-
heating business accounted for more the most efficient and dependable . ment about how much of the..

:n requested rate increase they thinkthan $15 mi| lion in revenues in 1981. the world. To maintain this unique thould be granted.
A $7 million rate request filed in April status, our regulatory process must written objections to the Staff
was granted early in 1982. We filed a continue to be responsive to changin9 Repon by the Company and by

.

intervenors frame the issues whichrequest for an additional $2.4 million economic conditions. This requires are addressed in public hearings.in February 1982. prompt and adequate rate increases Hearings usually begin about

which provide both full recovery of seven months af ter the initial filing
The hearings, presided over by an

Current Costs and competitive Com- examiner who works for the PUCO.
pensation to investors. take about four to six weeks. During

this time, as many as 40 witnesses
might be heard.The Company,
intervenors and the PUCO staff all
may present witnesses. Intervenors
may include municipal govern-
ments, organizations representing
all classes of customers and other
specialinterest groups.

Af ter the hearings, each party to
the case writes a brief and submitsMO $. _ j - {;s, fm m , , w9 '^ W.- it to the hearing examiner. Sub-

. c h ] [- Q -f Q :(g,5 y M '". j Q $ M :;, ";(
d

,p:,my

* M, ? 4 , , r. * 5f r ,,
. sequently, the hearing enaminer

f N, gy@q . drafts an " Opinion and Order.", ,ya ,h f. 44U ' 7'gN Mf{g.Mn gn ,.j He submits it to the PUCO com-g ~ Msa iv WW_ missioners who make the final
'

% > .m # 4 Q . OJMN W y 3.Mqg
- ..WN^ , judgment on the issues and set

W yf the amount of the rate increase to.x
.

.i ~ I g M [~ Q N"

y g. % Q a..d be granted.
'

- ey
~

;q9 . y .: q

$; %M@|J .
~ z' ~> Y; pqf Qq q!% tz,&.

Q%n-W f" ; y.
$MO@ - A&.S JMW<N _

(? -

w:@WW ^ 5W~;ds y>L Barbara luethjohn,
>

.

&, . - %:C) , ;,s;g &~&;k@f&W'h& '' 2R 4 stands beside the stack of
"

f.= ~. b :, Treasury Department,

L $ $i&&|G.&@M %|:h;?hV%% direct Company testimonyS W$&
Q: .|| W f; w.w/M A:;un@ w%@y@yr>u requiredforformalfilingLg:p

1 of a rate case.
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g anagement's discussion and analysis
;of financial condition and results of operations
'

Capiiai ne.oorce and Liquidity these increased costs (" regulatory lag"). Consequently.

We are carrying on a construction program under e rnings per share have improved s|ightly since 1979

which new facilities are being built to meet the antici- although the ratio of eamings to fixed charges deci:ned
(2.67,2.33 and 2.3e in 1979,1980 and 1981,

pated growth in demand for electricity in cs service
area. We also are building facilities needed to comply respectively).

with pollution control regulations. During the years Wgg"AF ?%ygM/gM a n4,

$ RF,Myd%&jhhg%4'QMb,1979-1981, we spent approximately $1.2 bi!! ion on

%our construction program. This amount includes an
allowance for funds used during construction which Qp?Mf37kpMgQ$gggy?;g g ; y g g;rc

? is explained in Note A of " Notes to Consolidated gt prgg :;

W3g.,iggy ;.gggI.f 3 Cap w
Financial Statements". We estimate that the cost of the W m . Jep _ g& Ny
program for the next five years (1982-19S6) will be gg"

about $18 billion. The details on the construction pro-
ggy py]]g.g _ gg ;pm,

, , p' qgram are described c!sewhere in this Annual Report. ~ x.g4 *
. ,

W M M:' Nv 1 a k. ^ . .
~ MAt December 31,19S1, our purchase commitments .

D N._ % WO. 4
s
'

'9 1totaled $303,522.000 which relate mainly to the W f T,MM
% % E % $p ' i -

''
construction program.

M<$@SO - e ] 5
'

After paying our expenses, taxes, interest and
dividends, our business does not cunently generate % CmF@

@f '
m e-- ,

all of the funds needed for our construction program. $ ?%[9Mg| [;0? ' MQ m'
.

Accordingly, we must raise additional money from 02, .wg ? g y
I investors. In the last three years, about 70% of the Wj

p$(' *yy?) ~% '9 -? ' * - . hJ
gQ ' s

>~.

money used for construction was raised from sales of ,

$ 4securities, such as notes, first mortgage bonds a.id < $pri .

preferred and common stock, and from bank borrow- N*

common stock was sold at prices below book value. L m

, ' $pp"ky''ygyn[R -Q
O4 1 ''

'

ings. The cost of these funds has been high and the Qa, * %c

- mJc - J Pn i
,

We also raised funds from two sales of the Federal We have attempted to minimize the effect of
'

income tax benefits related to equipment placed in regulatory lag by filing for rate increases as often as,

service in 1981. These sales were made possible by allowed by law. In addition we have asked for rates
changes in the tax treatment of equipment leasing to be based on costs expected to prevail during the
rules contained in The Economic Recovery Tax Act period when the new rates would be in effect rather,

of 1981. We expect to raise approximately one-half than on historical costs. Details on rate matters are#

of 1982-1986 construction program funds by selling discussed elsewhere in this Annual Report.
. various securities and by borrowing. In 1981, ratings on our first mortgage bonds were

in order to be able to attract money from lowered to "A" by both Moody's investors Service
investors on the best terms, we must receive sufficient and Standard & Poor's Corporation. Previous!y. the
and timely rate increases to enable us to pay them the bonds were rated "Aa" by Moody's and "AA " by'

retum on investment they demand in the form of Standard & Poor's. Our preferred stock rating was
interest, dividends and increased net worth. The Public maintained at "a" by Moody's, but was dropped to
Ut:hties Commission of Ohio ("PUCO") has granted "BBB" from "A " by Standard & Poor's.
us the following retail electric rate increases in the last We will continue to be vigorous in seeking fair

4 three years-9.2% (1979),9.0% (1980) and 17% rate levels in order to maintain as strong a financial
(19S1). We also received various increases in steam, position as possible. Without needed rate increases

*

wholesale power and street hghting rates in the three- it would be impossible to earn a fair return for

[ year period. These rate iricreases and higher allowances our common stock share owners in an inflationary
for funds used during construction offset effects of economy. This also could result in further lowering

- inflation on operating expenses, higher interest expense, of our securities ratings, thereby increasing the cost
stock sales and the delay between the time our costs of raising money from outside sources. Our rate,

go up and the time we receive a rate increase to cover increase requests and future fmancing plans are ;

designed to prevent further lowering of our ratings J
"

-

<

k
L cm n a. .m.m ;.,_2a _.-m - - c.~.--- - -

_ _ __ _ _ _ . _ _ _
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f

while maintaining a balanced capital structure of Resuit, or operoiion.
40 42% common equity.10-12% preferred and

The chart below sets forth the factors which causedprcference stock and a maximum of 4S% debt. At
our electric revenues to increase in each of the las.year end 1981, our capitalization structure was 37%
f ve years.

common equity.15% preferred and preference stock . . . _ ,
_ ,, -,

and 48% debt. Specific financing plans are c'iscussed ( A 4,iR M F1 W .. J U A w @ fc!sewhere in this Annual Report. Ye
Over the 19S2-1986 period, we must refinance ; -. . . < <

h~} [i.. [
#

5398.364,000 of maturing debt and preferred '

stock which was outstanding at December 31,1931. 'i
~

..
; '_q -

,

In addit:on we are requ: red to offer to redeem 7 _ m f l ||
519.400,000 of preferred and preference stock in L:E~ ' - - ~ li F

- l b'both 19S4 and 19S5 c.nd 536,067,000 in 1986. R _ . ^

',

Some of our debt which matures in the five year -
__ d k'

per,od has very low interest rates Refinancing of this <f W" x' '' '

'

debt wil probab!y be done at much higher rates, h s a
k;

,

thereby increasing our cost of capital. W' z kj f N, m
" 7 [

^
The amount of First Mortgage Bonds the '

Company can issue is governed by our Mortgage and e (, ', '

gg
i Deed of Trust. At December 31,1981, we had the d '*

~ +

']abihty to issue approximately $646.000,000 of ad- M' '

c ;
ditional first mortgage bonds. This amount fluctuates as " '

7 2: ;

ings change. There are no restrictions on issuing addi- p
~~ .hnew property is acquired and interest rates and earn- - nj(i _ ,,

! tional authoraed preferred stock and prefcrence stock. ' '
,d,: ('

.

l_m E
'

We use shomterm financing, such as bank lines - ~
_

? W m- m
of credit and the safe of commercial paper, to give us -'- ",

'

f!cxibility in timing our long-term fmancings. Money
raised through these means is primarily used to fi- In the last three years, the most significant f acu

affecting kilowatthour sa?es was the recession which,

nance temporarily our construction program. We have
began in 19SO. Sales to industria! customers werea tota! short term bonowing capabi! ty of $240,000,000
down 13% in 19S0 from 1979. The decline wasin the form of bank lines of credit and revolving loan due primarily to lower sales to automobile and stcc

j commitments In accordance with customary industry manufacturers. In 19S1, industrial sales recovered
practice, part of these I:nes are held in reserve t

strongly in the first nine months. However, a 12%
ensure that we will be able to pay off commercial dechne in the fourth quarter resulted in industrial,

paper when it is due. Our commercial paper has the
sales increasing only 2.7% in 1981. Economic con-highest rating given by Moody,s. Standard & Poor s
ditions as well as milder weather were the majorrates our commercial paper in the second highest factors affecting sales to commercia! customers incategory Note L of " Notes to Conschdated Financial

Statements" gives the details of our credit arrange' 1981. As a result, commercial sales increased only
s

O.7% in 1981, down from the 2.7% increases in both
ments The Ba!ance Sheet shows the amount of short'

1979 and 1980. Resident:al sales were down 2.0%term debt which is outstanding. At year end 1981, n 1981 after moderate gains in 1979 and 1980. Thewe had on deposit with trustees $36,337,000 t
finance pollution control faci!ities under construction. decrease was due primarily to milder weather. Our

sales to other uruties showed a significant decrease
relative to 1980 because a sales agreement with
another utility was not renewed in 1981. Overall,
sales dechned 4.6% in 1980 and 3.6% in 1981.

Fuel and purchased powe' expense is the larg-
est part of our operating expenses. The amount of
purchased power varies from year to year dependr

,

,

22
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;

,

L

.

upon the availability of our power plants, the energy external financing and higher interest and preferred
demands of our customers and the price of electricity dividend rates. The impact of the increases in these
available from other utilities. In 1981, we generated items was only partially offset by related increases in
more of our energy needs at our plants than in 1980, the amount of the allowance for funds used during

j primarily because of the greater availability of the construction.

4 Davis Besse Nuclear Power Station. Accordingly, The significant increase in deferred fuel expense

)' purchased power expense decreased sharply from is discussed in Note B of " Notes to Consolidated
the precedmg year. Financial Statements"'

h For a discussion of how we are affected by infla-
n- - g tion, see " Supplementary Information Concerningr=- ' -

abd@p~np W&,79 - ; r A.1:
,. c. , _; # 4 the Effects of Inflation".' '

m . d_ .b t We could be affected in the future by the resolu-77
K # G n. b N ,. A. ,w ,& X h t.S tion of legal proceedings regarding recovery of our

. . - .-c

A
w% w . . , . . _ ~ yy~ngy investment .in generatm.g umt projects wh. h werem '- -

.

ic- g,

e m i y.
_

terminated in January 19S0 as described in Note F ofi N- '

$cg;efe$$$a-e%g(M964$S " Notes to Consolidated Financial Statements" andi

FN m sp9 /Q- ig;@ the timing of recovery in rates of the cost of coal- "
g

D eg.jg.d4 h.;i , Tij obtained from the Quarto Mining Company as de-'

-

Wggddpgps{$%Qgggyg scribed in Note B of " Notes to Consolidated Fmancial
Statements" The retrial of the antitrust suit brought| ZW m - w g h w" m_ , , ,& 4 g, c j e4 " by the City of Cleveland against the Company was

. $7h@SM'Mihg3g@yg;g g ggylddiik
completed in October 1981. The jury unanimously

; g5q :u p Q found in favor of the Company. The City had pre-

f a.. . .o % _ 7 W.r n sented evidence claiming treble damages of about

MN*$N. cNYN@W6MMM.N,.fi
'

5160,000,000. On December 2,1981, the City
- g- W appealed the decision to the United States Court ofg-..

_ , av w . ; wwnn; Appeals for the Sixth C.ircuit.
,,w a w- .unr

@, ;@dif3yM $ N M Q'M The Company believes that the ultimate
.

.

- wc M resolution of these three matters should not have av. _s< _1 s

! material adverse effect upon its financial position,
Total fuel and purchased power expense although an adverse final determination in any of

,

! increased over the 1979-1981 period despite the them could have a material effect on income for the
| decrease in total kilowatthour sales. This increase period in which it occurs.
I occurred because of sharply higher prices of coal and

oil. Substantial use of nuclear generation, which has
a low, relatively stable cost of fuel, partially offset the'*

increases in coa! and oil costs. Nuclear generation

|
~ accounted for 9%,7% and 13% of our totalelectric
' generation in 1979,1980 and 1981, respectively.
f Other significant items affecting earnings per[

share were. increased payments of interest and pre-
,

ferred stock dividends and a greater number of out-
standing common shares resulting from additional

,
,
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anagement's statement of responsibility for financial statements
I

The management of The Cleveland Electric liluminating Company i< responsib!e for the conso!! dated financia! stro
ments which appear in this Annual Report. The statements were prepared in accordance w;th genera!!y accepted
accounting principles which are appropriate in the circumstances. These principles require that certain amounts mur5

be recorad based on estimates. Such estimates are based on an analysis of the best information available regardm.:
'

' the amount to be estimated.
We mainta:n a system of internal accounting controls. The control procedures used are designed to assure tha

our financial records are reasonably complete and accurate. They also are designed to help protect the assets and
their related records. We make an effort to ensure that the costs of our control procedures do not exceed the benefits

We have an internal audit ptogram which monitors the internal accounting controls. This program is designed
to examine whether the controls are adequate and effective. Also, an examination of the financial statements is

r

; conducted by Price Waterhouse, independent accountants, whose opinion appears below.'

The Board of Directors of the Company is responsible for determining whether management and the independe-
accountants are carrying out their responsibihties. The Board has established an Audit Committee comprised entiret
of outside d: rectors. The responsibihties of the Audit Committee are described cisewhere in this Annual Report.

-

eport of independent accountants

).c
*

{j g 1930 CENTRAL P. AT:oNA 6A% B AD Q

} /ater'aouse CLEVEL AND. OH 441'4
-=

To the Board of Directors and the Sharc Owners of
The Cleveland Electric illuminating Company:

We have examined the consolidated balance sheet and the consolidated statement of capitalization of The;
'

Cleveland Electric illuminating Company and its subsidiaries as of December 31,1981 and 1980, and the related
consohdated statements of income, retained earnings, and changes in financial position for each of the three years in
the period ended December 31,1981. Our examinations were made in accordance with generally accepted audttmg
standards and accordingly included such tests of the accounting records and such other auditing procedures as we,

considered necessary in the circumstances.

As more fully described in Note C to the financial statements, the method of computing depreciation for the
- Davis Besse Nuclear Power Station was changed in 1979.

In our opinion, the consolidated finan ial statements examined by us present fairly the financial position of
The Cleveland Electric illuminating Company and its subsidiaries at December 31,1981 and 19S0, and the results of '

their operations and the changes in their financial position for each of the three years in the period ended December
t

31,1981, in conformity with generally accepted accounting principles consistently applied during the period except
,

,

for the change in the method of computing depreciation for the Davis-Besse Nuclear Power Station, with which we '

concur, referred to in the preceding paragraph.
|.

| February 12,1982 Price Waterhouse
f

f 24
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! neome statement The cleveland Electric illuminating Company and Subsdiatics

For the Year Ended December 31.7

p 1981 19SO 1979
"

OPERATING REVENUES
l Electric $1,000,734 $878,501 $S11.219
i Steam 12,196 15.065 13.048

Total Operating Revenues 1,012,930 893,566 824,267
OPERATING EXPENSES

j Operation
Fue! 332,837 268,096 272.599*

! Deferred Iuel (10.683) 959 959
'

Purchased power 29,256 91.292 75,469e

Other 149.374 127.823 108.873
500,784 488,170 457,900

74,925 67,058 53.763Maintenance
_

85,294 64.619 59.443Deprecia ion and amortization
Taxes, other than Federalincome tax 91,648 81,630 79.455,

'
Federat income tax 67,575 41.574 3S.227j

'

Total Operating Expenses 820.226 743.051 688.7M;

NET OPERATING INCOME 192,704 150,515 135,479'

NONOPERATING INCOME
I Allowance for equity funds used during construction 48,970 40.873 33.432

t. Other income and deductions, net 10,617 7,605 4.889
!

i Federal incorne tax - credit 16.125 13.962 9.390
Total Nonoperating Income 75,712 62.440 47.621

'

INCOME BEFORE INTEREST CHARGES 268,416 212,955 183.100,

INTEREST CHARGES
Long term debt 121.040 95.085 79.534
Shon-term bank louns. com nercial paper and other 25,672 17.53S 5.765
Aliowance for borrowed funds used during construction (34.030) (25.051) (15.733)

; TotalInterest Charges 112,682 87.572 69.566
INCOME BEFORE CUMULATIVE EFFECT OF ACCOUNTING CHANGE 155,734 125,383 113.534

J k Cumulative effect of change in depreciation method
on penods prior to January 1,1979 * 125

,

j NET INCOME 155.734 125.383 117,659
'

j Dividend requirements on preferred and preference stock 34.917 27.711 25.5S7
^

EARNINGS AVAILABLE FOR COMMON STOCK $ 120.817 $ 97.672 5 92.072

EARNINGS PER COMMON SHARE
Before cumulatwc effect of accounting change 5 2.52 5 2.26 5 2.31

"
Cumu'ative effect of change in depreciation method on

periods prior to January 1,1979 - - .11

Total 5 2.52 $ 2.26 $ 2.42

DIVIDENDS DEC'_.ARED PER COMMON SHARE $ 2.08 5 2.00 $ 1.92,

- Retained earnings statement
For the Year Ended December 31.
19si 1980 1979

f (Thousands of Dotars!

; BALANCE AT BEGINNING OF YEAR $ 258,432 $245,716 5225.950
ADDITIONS,

Net income 155,734 125,383 117,659
DEDUCTIONS-

s D:vidends declared
Preferred stock 29,762 22,949 21.010

1
_ Preference stock 4,417 4,417 4,417

; [ Common stock - 99,134 85.296 ~ 71.842

] $ Costs of issuing equity securities 568 5 624

Total Deductions 133.881 112.697 97.893*

BALANCE AT END OF YEAR $ 280.285 $258.432 $245.716'

The accomparvicg r otes are ar, Integ d part of these f nonceat statements

I

j 25'

Li a , . - w. . .- - a.-m- m ._ _ .--- A - - _ _
4
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Balance sheet at necember 31 1se cieveiena siectric riimmine,1ns cemnang end smb, =
bsets

1981
PROPERTY AND PLANT _ IW

Ur;!:ty plant (Thousands of DrZe t _

Electric in service
Steam in service S2,585.892 52.372 ?

Less accumulated depreciation and amortization
_ 38.546 31 4
2.624.43S 2,4C

_ 621.353 557 c,

Construction work in progress _ 2,003.0S5 1,646 J
I 9S6.457 811 e

Other property, less accumulated depreciation 2,939.542 2.657., :
23.870 21. :

POLLUTION CONTROL CONSTRUCTION FUNDS- unexpended 3,013.412 2.678.- _
CURRENT ASSETS

Cash -
_

36,337 71. .
Temporary investments, at cost 6,946 9. L
Amounts due from customers and others, net 17,750

-

Materia:s and supplics, at average cost 94,407 10 0Fossd fuel inventory. at average cost
_

Taxes apphcable to succeeding years
__ 25.640 24.5 7
_ _ _ _

_
68,773 67 N ~Other
63.610 59 ',

1.786 1A:.
DEFERRED CHARGES 27S,912 265 m .Unamortized costs of terminated projects

Deferred fuel _ 49.59S 54.24iOther 11,642 m.
16.174 23.03

Capitah. 77.414 7S 2;. .

zation and Liabilities 53.406.075 53.094 4
. .

CAPITALIZATION (See statement of Capitalization)Long term debt
Serial preferred stock

$1,328,404 $1.211,526
With mandatory redemption provisions
W.thout mandatory redemption provisions

,

Serial preference stock with mandatory redemption provisions
__ 271.000 203.50:;

95,071 95,07ICommon stock equity 57,000 57.000
_ 1.002.206 912.731b

CURRENT LIABILITIES 2,753,681 2,479,830
Current portion of long-term debt
Notes parabic to banks and others _ 20,145 10.148Accounts payable 94,963 166.937.

Accrued payro!! and vacationsb;
Federalincome taxes

_ 105.302 91,081
P Other taxes

_ 13.353 11.466
8,300 4.070Interest,

L Other
_. 103,631 102.415

27,491 21.203
5.286 5.2x;

(b DEFERRED CREDITS 378,471 412.557
Unamortized investment tax credits
Accumulate'd deferred Federal income taxes 102.438 84.798

_

L
Unamortized tax benefits sold to others 134,043 107.654. O:her 25.101 -

12,341g . COMMITMENTS AND CONTINGENCIES- See Note M _
9.623

273,923 202 W

' The accompanymg notes are on integedpart of thesef.nantidstatements. $3.406.075 53.094.46226W-
w _ _ , -w.

_ ~ . ~ ~ -

.a_:w._ .
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apitaliZation at December 31 The cieveiena eiectric rituminating comPeny ena sussiaieries

i 1981 1980 19S1 19S0

LONG-TERM DEBT f a) (Thousands of Dona s) IPer Cem o''

First Mortgage Bonds- maturing through 2013 "P""#^$"I
t

at rates of 2h% to 15%% (Less $20,000,000g
in 1931 classihed as current) 51,092,291 51,030,091

Collateral Piedge Notes- maturing in 2010 at semiannual
equxatent rates of 11.75% to 15.17% 23,900 19,100

; Term Bank Loans (b)-maturing 1984 1988 at 100%
io 105% of prime rate 134,000 S4,000'

Promissory Notes - maturing in 1983 at a rate of 14%.

: (Less 510,000,000 in 1980 at a rate of 15% %
classified as current) 20,000 20,000

"

Pollution Contiof Notes- matunng through 2012
at rates of 5 6% to 6.7% (Less $105,000

"

in 1981 and 1980 classihed as current) 57,945 5S.050
Other - net 268 287

' Total Long term Debt 1.328.404 1.211.528 48.2 48.9

L SERIAL PREFERRED AND PREFERENCE STOCK-'
cumulative, without par value 4,000,000 and 3,000,000
authorized shares, respectively
Preferred Stock without mandatory redemption provisionsn

Annual
Dividend

r Senes Rate Shares

A $7.40 500,000 50,000 50,000,

L B $7.56 450.000 45.071 45.071

Preferred Stock with mandatory redemption provisions 95,071 95,071'

Annual Mandatory
Dividend Redemption'

Series Rate Shares Price
C 5 7.35 250,000 5 100 25.000 25,000

h E 58800 57,000 $1,000 57,000 60,000
F $ 75.00 50,000 $1,000 50,000 50,000

t' G $ 80.00 40.000 $1,000 40,000 40.000
e H $145.00 28,500 $1,000 28,500 28,500 -

I $145.00 31.500 $1.000 31,500 ~ -

J $ 113.50 29,000 $1,000 29,000 -

K $113.50 10,000 51,000 10.000 -
,

'. 271,000 203,500
Preference Stock with mandatory redemption provisions

'c
Annual Mandatory

" Dividend Redemption
*

Series Rate Shares Price

[ 1 577.50 57,000 51,000 57.000 57,000
,

.

7. Total Preferred and Preference Stock 423,071 355.571 15.4 14.3

[$~ Common shares, without par value-85,000,000 authorized;
COMMON STOCK EQUITY .

.

g 51.054.503 and 46,2S8,629 outstanding in 1981 and
' 1980, respectively 721,921 654,299

' I, Retained camings . 280.285 258.432
I- Total Common Stock Equity 1.002.206 912.731 36.4 36.8
:. TOTAL CAPITALIZATION $2.753.681 52.479.830 100.0 100.0
i.

[ la) long term dibt matures dar:ng the next f:ve years as fo!'ows: 120.105.Onn in 1992 (classkd as a current liabaty on the consc,hdated Babce S5cct'.

F $144Ma,000 in 19R 582.210.000 in 1984; 570.501,000 m 1985 and 557.210.000 in 1986.

tb) The repayment prov6mns of the Company's term k>ans outstandag on December 31.1980 were amended in 1981. The ef'ect of the amendment was
to spread own the years 1984 19SS the repayment of the TC4.000.00() due under these loans Oseral interest rates under these k>ans ab w cre reduced

The accompanying notes are on mtegnal part of thes . pnancb2? statements y

Ltheh.w , . .- wM., w.wh de- u en *4 an**i+e-- --A-* *~ -" ~ - ~ ~ '
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', hanges in financial position The cleveland Electric !!!uminating Company and Subsm

For the Year Ended December 31.
1981 1980 1979,

' " '
FINANCIAL RESOURCES PROVIDED

income before cumulative effect of accounting change $155,734 $125,3S3 $113.5.4
hems not aficctmg working capital

Deprecia' ion and amortization 85,325 64.640 59.45
Defened Federa! income tax 43,931 30,330 21.4-

i AMowance for equity funds used during construction (48,970)- (40,873) (33.4 L
Other 1.910 1.636 1.2 .

Tota' imancial resources provided from operations 237,930 181,116 162.2:
Cumula ne effect of accounting change - - 4. L.
Sees c,f secunties

F:rst mortgage bonds 82,200 - 171.591 52.cr
Preferred stock 70,500 28,500 -

| Common stock __67.622 79.604 91.70..
'

Total sa'es of securities 220,322 279,695 143.7xi
Term bank loans 50,000 - 600'^
Pmmicsory notes - 30.000 -

Cc.: atera! pledge notes 4,800 19,100 -

Sa!e of tax benef.ts to others 25,199 - -

Po"ution control funds expended 57,805 95.255 72.4
incr(a5e m short-term debt and other bonowings - 80.431 63. . ._
himg capital decrease (a) 14,591 - 65

; 0:hcr 1.451 - -

Tota! Financial Resources Provided $612,098 $6S5.597 5511 N

FINANCIAL RESOURCES USED
Ami ons to utihty plant 5409,277 $39S.0SS $3S5S
AUowance for equity funds used during construction . (48,970) (40.873) (33 A ,

360,307 357,215 352.41

j Retaement of first mortgage bonds - - 31,831 -

i

Rerrement of prefened stock - 3,000 -
-

| Ret;tement of promissory note 10,000 -- -

D Mdends 133,312 - '112,662 97.2-
PJut:on controf construction funds deposited 22,200 123,300 52.0c
Defened fuel costs 11,642 - -

t Decrease in short-term debt and other borrowings 71,637 .- -

! i Warkmg capitalincrease (al' - .51,715 -

8.874 10.21-0:her -

Tota! Financial Resources Used $612.098 $6S5.597 $511.9 G
'

SUM M ARY OF CHANGES IN WORKING CAPITAL (a)
. $ 17.750 $ (4.300) $ 4,300

,
.

-

Temporary investments'
Arrooms due from customers and others, net - (10,477)- 26,572 9.754
D ssd iuelinventory 1,306 11,912 15.632
Accounts payable and accrued payroll and vacations (16,108) 9,634 (23.21?

'
,

; Federa' mcome and other taxes payable . (5,446) 120 (14.40'
j Mcr (1,616) 7,777 1S'

i { Change in Working Capital (a) $ (14,591) - $ 51,715 $ (6.07:
{ Jg la) Ohr than dort term borrowings and current podion oflong terrn debt.-

The accon pacyr4 notes are an enighalpart of th e fnancial staternents.| '

I

!
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~ otes to Consolidated Financial Statements..

Not. A somm.,y or signifkant Accounting Principles and FEf<C a!bw us to include a parton of t
L, are requ. red to fw,,ow the accountng pnncip!cs set by money as pan of the tota! cos of constru:

. .T he .>ub .c Un ucs Comm:smn of Oh;o (f,UCO) and the S.uch cost of money :s recorded as the m. .r
1

I. de:a! Energy ikgulatory Comtrm:on (f.EliCL A Used Dunng Construct on ( Al UDL,ht e
t

descr.pnon of our s:gnihcant account;ng pnnc.ples fo ows. The amount of AFUDC for an a:ccu, n,

dettmned by app!png a rate of rJUDC tu m""8 Consolidation construct:on costs The annua! AFUDC pera -
Our fmanc:a! catements :nclude the accouts of two minor determ:ned t5 a formula wt by FERC. T:w

i sWdanes We own o!! of the stock of both One subsid;ary an aserage of the cog of money we are u;
} is The CEiCO Company wh2ch owns nonut.:.ty land and s*ruction costs. The rate is compuunded x'

pmddes cenain submetering <cruces. The other is CCO pan of the rate which represens r.teree r n
Company which coord. nates the operatton of a hve com. recognue that tnterest s tas deduct.b:e.
pany power poo' (whth mcludes the Company) ca:!ed the The amount of AFUDC appears on >

y Cenra: Awa Power CoorJ.nsnon Group iCAPCOL The ment in two p:a:e3 under Nunoperams b'

co>s of CCO are s!aed b a:: the CAPCO compames. "A::owance for Equas Funds Uwd Dunn3 L -1 3
)

Property and Plant and under Interest Charoes as "A:iuwan;e b
Funds Uwd Dunng ConUrucron" O,4 e ha

The e.cctnc property we own a 3tated in the f:nancial AFUDC becornes part of " Construction LW
swements at the cost incuned when f:re devoted to pubhc When construct;on is comp:eted we c

r
!

uth service. Steam propeny is stated at the price we paid AFUDC At tL3 point, the tota! cou of th -
fo it Tb cost of mak:ng repairs is deducted from resenues includ:ng AFUDC,is used to detenn:ne the3

j m the income statement as ma:ntenance The cost of our customers for service Since the raw s
; repb;.ng or imr ros mg propeny a aJded to Propeny and our product inc!ude a!: thee costs, we are b
g Plant after deduchng trennng) the cost of the replaced to recover in cash a!! costs of the pron ng na

pmpert; When we retre propeny there is also a reduction The amount of AFUDC recorded in n
m the deprecicon reserse (wh;ch is labded " Accumulated penod vanes The sariaton occurs tecauw,

Deprecation and Amorteanon"L number of dobrs being spent on conttruct
leng+h of the construction penoJ anJ 0) tN. -Deprecu. n.on

We show deprecianon expense as a cunent cost of doing
comput.ng AFUDC in 1971 the rate w& 5

bumess to account for the using up of our property. the rate was 8 75% and in 1%1. the rme aa
Deprenanon is recorded equa:!y oser the est. mated u<eful Federal Income Tax
Lfe of the property. For example,if we estimate that an The depreciation expense reported on our un
item wC be uwful for 10 years, we charge one-tenth of its ment s afferent from the deprecianon exper-
value to depredanon expense each year

calcu: ate Federa! income tas There are sese-
An excepton to tlas pnnc:ple is the Davis Besse Nuclear

the ddference. First. the Internal Resenue Ser
Powei Stanon (Davn Besseh Dav:s Besse deprecianon is does not aloa us to include AFUDC and (ce
based on the re!ationsh:p of the amount of e!cctnc energy heads in the cost of aswts w h:ch we deprew . +
it produces m the accountmg pennd to the tota! expected purposes However. these costs are m:|udeJ in
production os er its useful Lfe N e Note CL

f.
assets used to determ.ne the deprecianon sha
income statement Second. the pen 3J of r.meAmortization of.Ferminated Proj.ects i

)
in Januars 198u. CAPCO deciJed not to bu.:d four planned the IR5 a!Iows the cost of aswts ta be depreca es

nudear generanny units Before that decision was made, than the penod of time (uwful hie) we use Fman

condraNe p! ann:ng. engineering and des:gn work was ahs some of the depreconan we are ent:kd to'r

done for these on;ts As desnhed in Note F. a port.un of years to be used car!v (Th:s afference is ca"eJ Lt-
,

i these costs has been amonized and recovewd in rates
dep econon and accelerated amortwinn ) For oc

j pursuant to a PUCO order Recovers of the remainder has ment purposes, the tax reducnons resu! nog from t
! heen defened pend:ng the ulnmate outcome of our efforts n,ggh.ed deprecanon and acce: era'ed amort .

,

to obtmn re|xf from an Ohio Supreme Court decision rewsmeed in the penods in wha h we obtan t .' -

denymg us the right to recover and amonize such costs. deferred to the penods in which we norma:.c so

Our share of the unrecovered costs is induded in deferred obtained them. The defened amounts are akm!

e charges on our 1,a!ance sheet as Unamun: zed Costs of income over the useful L!c of property through a p-
! Terminated Projects. ca'.:ed normahianon.

When we fi!vd our Federd income tax re-A!!owance far funds Used During Construction
19S0, the costs of our term;nated nuclear p:

We pay mterest and dadends to our incestors f. .r the use of deducted as an expense However on our . .
[ ther money. Th;s a ca"ed the "cmt of money" The PUCO statement, these term:nanon costs were am"rt.
L

29
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[ . . ' otes to Consolidated Financial Statements
!

vt a la order to match the costs with their related Federal Note B Deferred Fuel
i m t s efka the tax savings were defened and were

) te - recxraed in the income statement over a 10-year We receive coal supphes for Mansfield Units 1. 2 and 3r

pa a iiheve:. the PUCO issued an order in October fmm the Quarto Mining Company (Quarto). S;nce Mey 3:.I

IE teEng us to stop recovering termination costs in rates. when the development period of the Qua-to mmc;

Mc wee cJ.so told to stop recording the defened tax (see ended, the price of Quarto coal has inciuded fu!! produ:t;
n. g costs and deferred development period costs. Quarto coa

Wne: wc place new property in service during the has been substantia'ly more expensive than comparab!c
e al available in the market.i vea. ihe lib anows us a credit against the tax due. This is

I caHed on invenment tax credit. We record Federalincome in January 1931, the PUCO ordered us to eliminaN
fr m ur fuel factor charged to customers the portion of

{ tax on our income statement as though it were not reduced
be tb ct. & L reemnee the tax savings from this credit the cost of Quarto coal which is above the gencra' maw

*

eier the Lie of the property involved through the practice of price for comparable coa!. Since we were not recoverm; a" ~

nonna biton. these costs through revenues, the PUCO a!so ordered oc

Tr > U womk Recovery Tax Act of 1931 allows us to n t to include the unrecovered amount in current operci.

set ta othen the tat benefes related to property placed in expense. Accordingly, that portion of fuel expense was
deferred. During 1931, about $21,700,000 of such costsserxe on and after January 1,1981. Monies received from

ang .%ch sies are being recognized in the income state- were deferred from expenses and not recovered through

re e a reduction in taxes over the estimated usefullife rates. This did not result m any change in net income or

cd , prgwr y invo!ved camings per share.
The PUCO stated in its order that it wou'd a owOm i~cdcra mcome taxes are lower because we can

deduct our mie:est charges from income. His reduction rec very f actual Quarto coal costs, including any pre-

of taes s spLt between " operating income" and "non- vi usly defened amounts.when the price of Quarto cc ,

opes m mcome ' The tax reductions resulting from f r a skmonth period drops to about 25% above pre-

, a on funds which are used on assets cunently being valling market pnces for comparable coal. Steps are ben;,

taken in an cHort to reduce the cost of Quarto coa!. Theconected are ahated to "nonoperatmg income" He
to re- uns iesu!nng from interest paid on all other PUCO stated that it would consider in May of 1982

fm a:e aScawd to 'operatmg income,, whether to continue in effect, modify or tenninate its cos'
recovery formula.

Revenues As described in Note A -Revenues, since Septemb
Once a mmth. we either read each customer's meter or 1,1981 our rates are adjusted every six months to reflect

ee m hs unge and then bill him. We record revenues on changes in fuel costs. Under the new law, the differences

the mcome watement for the month the meter was read or between the cost of fuel actua!!y used and the costs inclu&

usme e>tated, regard:ess of when the bill is issued or paid. in the bills to customers are defened. The defened amoue
~The rates we charge customers for electricity and is considered in the fuel factor in a subsequent six month

st, 4 m hate been made up of two parts. These parts are a period. We were not allowed to defer such costs (except
t x :C and a "iuel rate" Each month, the steam " fuel for the cost of Quarto coal mentioned above) under the

rate u based on what we paid for fuelin that month. Prior previous monthly fuel adjustment method. Since the nem
to September 1.1931. each month's electric " fuel rate" was fuel recovery method came into effect, actual fuel costs

bwd on what we paid for fuel one month earlier. have been below the amount billed. The result was to
Ohm law requi:ing a monthly electric fuel rate has reduce deferred fuel expense in 1981 by approximately

ban ch med We were required to comply with this new $ 10,000,000.

(I
iau on Septcmber 1.1981 (see Note B). The new law Note g Depreciation
ica . - a fud factor to be included in base rates. The fuel
f oa is changed every six months after a hearing before We calculate depreciation for our electric property by

; ne NCO multiplying our depreciable property by a composite
depreciation rate. The composite rate is one based on theg,

average 1:fe of all our assets. The rate also includes a factor
h u make a payment for coal or oil,it is recorded for the money expected to be received when we dspmc of the
on the be!ance sheet as "Fossi! Fuel Insentory" When we propeny (salvage) and the cost of dismantling and removmg
make a lease payment for nuclear fuel, we record it on the - it (removal cost). De composite rate used in 1979 was
ba'ance sheet.as "Defened Charges--Other." As the fuel 3.3E Since January 19SO, the rate used has been 3.4%

"

o used, we tra,sfer the cost to the income statement as - The change to a higher rate in 19S0 did not result in a
f"CI ^ P0"Se material difference in our 19S0 reported net income.

Hydroelectric plant and plant held for future use hau'

their owri separate depreciation rates. Rates rang:ng from
L
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1 S L to 8 33% are used for hydroelectric property. A rate depreciation method on periods prior to Ja iuary 1,1979:'
of 3 75T is used for p' ant he|d for future use. This amount increawd 1979 eam:ngs per share by 110.

in 1979, the PUCO allowed us to change the way we When a nuclear plant is rehred from service. we wd',

; cal:ube depreci3t:on for Dans-Besw. We had been record- have additional costs to shut it down. These costs are ca"ed
ing deeaation on the plant based on its useful Lfe. Under decommissioning costs Fiom 1979 through 1951 the

'

the new rnethod, we depreciate Dav:s Besse in the pro- depreciaton recorded for Daus-Besse included a factor for
portion of the electicity it produced during the accounting these costs. The factor was determined in 1979 and 19S0
penod to the tota!it is expected to produce over its useful estimat.ng that the deco nmissioning costs would be

! hfe. 520.000.000 in current do|lars. The factor used in 1931
By using the new method, our net income and was based on an est: mate of $27.000,000.

earnmgs per share were increased $5.089.000 and 13C, We ca!culate depreciat:on for our steam proper *y by
respecnvely,in 1979. If we had used the new method mu:t p!ying our deprec;able property by a de;>reciaton rate
before 1979, the net income for prior years would have for each ind:vidual steam account. The depreciation rates
been higher bs 54.125 000 We added th:s amount to net used range from 2 22% to 3.42%.
income in 1979 as the "cumulat:ve effect of change in

| Note D redcralIncome Tax
o

Feira! income tat computed by mulup!ying the income before taxes by the statutory rate of 46%,is reconcited to the amme
prov.. ed as fo"aws:

% of % of 4 of
Pre-Tax Pre-Tax Prc Tm

1981 income 19s0 Income 1979 !wmc
(T u nds (Thoaands iTb ads
of fMars) o' [bT.ars) of Ici on

B#.4 income before Fed (ra! income tax
dDd Cumu5dtae effect of accountmg change _ 5207.184 5152.995 5142.461

~

Tu en twa mc ome wmputed at statutory rate _ 5 95.285 46.0 5 70.358 46 0 5 65.513 46 0
L De rrea set in ta due to:

Excess of t.n dtprecat;on over book
deprec mon (2.508) (1 1) 4.201 28 4.377 31

Ab amt for funds used dunng construction 38.180 18 4 30.325 19.8 22.616 15 9,

Certain overheads cap;tahzed on the books 2.526 1.2 2.267 1.5 3.735 26
'

Other items 5.637 2.7 5.953 3.9 5 855 41
43.835 21.2 42.746 2S 0 36.5s6 25 7

7 Tota! FeJerat income tax expense 5 51.450 24.8 5 27.612 _18.0 5 25.927 20 3

, Federat income tax expense is shown in the income statement as follows:
L

1981 1980 1979
i Theaands (Tho aands (T h ,e ds

of Dubrs) of Dotars) of Du!orv
" 0;vratm2 ' penses1

| Cune nt tax provision 5 23,668 5 11,244 5 16.763
C!.r. es M accumulated'

i

j &!0n.d Federalincome tax:
U , rf ed deprcc aSon and*

acte: era . d amort:7 anon 19.747 16.106 12.460
Terminated prc)< cts (1,841) 21,944 -

0+er items 8.361 (254) (2.098) i

inmunent in aeda deferred,less I

amcunis amortized 17,640 (7.466) 11.082
|

Total charged to operat;ng expenses 67,575 41,574 38.227 i

Nnoperanng Income
Cunent tax provis;on (16.125) (13 962) (9.300)

: Total Federat income tax expense 5 51.450 5 27.612 5 25.927 '

- |
|

1

|

|
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in 1980, we had a loss for Federalincome tax pur- Supreme Court,if necessary.
po3es his happened prheipa:N because we deducted from In January 1982, the Company appealed the PUCO's
tuabic income the cost of four nuclear projects which were October 1981 order to the Ohio Supreme Court and rasec
'erm;nmed in January 1980. The resultmg loss we had t%t again the issue of recovery of the termination costs. We
year was appl.ed aga:nst taxab!e income in prior years. a!so have raised this issue in the first of the two rate cases

The mcome tax we paid in 1979 and 19S1 was descr, bed in the second paragraph of Note N.
redaced by investment tax credits of $13,907.000 and At December 31,1981. 57,263,000 had been recoverce
$22.094.000, respectvely. Since we had a loss in 1980, we through rates and recorded in the income statement as
cou|d not use any investment tax credit in that year. Insest amortation expense. Accordiagly, at that date,549,595.04 -
ment tax cred.ts which are available to the Company and of termination costs were unreco,ered. As stated in Note
have not been used amount to 570.274.000. We can use D, the termination costs were deducted on our 1950
these amoents to reduce tax hab:!.ty through 1996. Federal income tax retum. When the resuhmg tax re-

duction is offset agamst the termination costs, the net
Note E Aserege Shares Outstanding unrecovered amount is reduced to $30,200,000.

The number of ousted:ng shara of common sto A of the A contractor who worked on thoe projects has cla:med

Company changes during the scar. We calcu! ate eammgs that we owe him 575.000,000 for costs he incurred We

per share based on the awrage number of shares out. are negotiatmg w:th the contractor to try to settle this
stand.ng throughout the year. The weighted averege shares matter. We have already paid more than $15,000,000
outstandmg in each of the lac three years were: towards the claim and this amount is included in the

556,861.000 ment >oned above. We believe that if we
i 1979 38.109.004

owe any additiona! money,it would be substantia!!y has1%0 43.300 451
1981 _ 4ROO4.OSI than the amount claimed after credit for payments

already made.
We beh, based on the opinion of our counse!. tha*Note F rermin.ted Project.

ult:mately we should not have to write off in one year th.
.

As stated in Note A,in 19S0 the CAPCO companies unamortized costs. However, if it becomes unlikely that"

terminated the:r p'ans to construct four nuclear generating rehef can be obtained, then we would have to write off a:!

t units The amount spent on these projects through December the unamortized costs (net of tax). Any amount deter-
31.1951 wa, $56.801000. The PUCO abwed us to mined to be due the contractor on his c! arm would simi:ar!-'

L recover almost all of these costs through rates charged to have to be written off. A write-off in one year of the
customers user a 10 year period beginmng late in July umecovered terminat2on costs (net of tax) would hat e a
1930 They atso d;rected us to deduct these costs in the material adverse effect on earnings in the year it is made.
income statement as an operatmg expense over the same but would not have a matena! adverse effect on the finan--

10-year rer .d (amortization). The portion of the termina- cial condition of the Company.
tion costs which have not yet been amortized in the income
statement 13 carried on our balance sheet a3 "Defened

; Charges- Unamort; zed Costs of Terminated Prorcts"
F in July 1981, the Ohio Suprerne Court ruled that the

PUCO dd not have authority under Ohio law to authorize
the Company to recover these costs through rates as

i an operatmg expense. As a result,in October 1981, the
PUCO ordered us to dscontmue amortization of the costs
and to reduce our rates accordingly, but not to write off

i- the unamortized amount without further order. Therefore,
"

for service prusided on and after October 27,1981, the
Company reduced its rates about 0.7% resu!tmg in an
estimated $6,700,000 reduction in annual revenues. We
also stopped amortizing the termination costs. This drd not
result m any change in net income or earnmgs per share.

The Company appealed the Ohio Supreme Court
ruling to the Un:ted States Supreme Court. In January<

1982, that Court refused on procedural grounds to hear,

our appeal The Company is continuing in the praceedings
desenbed below to seek authorization to recover the

i unamortized termination costs through rates. We intend
to raise the issue again in appeals to the United States

,

32
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Note G nr.: Moeis.se sona. Not. H te..e.

Series Interest At December 31. As part of our operations, we have entered into the
Duc issued Rate 1981 1950 foCowing leases:

(Thoead u Da:ars) Type Ren png Tenns
'1982 1947 3% 5 20,000 5 20,000

Nuclear bel (a)1983 1975 8.85 % 50,000 50,000
nn trams So years (b)1983.A 1980 9%% 74,700 74,700

Of6ce space 6 years (b)1984 1977 7 55 % 25,000 25,000
Data processing and Mostly shottjer-1984 A 1980 12%% 30,000 30,000

haung a bee .celab,e
1985 1950 2%% 25.000 25,000 equipment i i

Construction and term of kss than one year1985-A 1950 11%% 18,291 18,291
, f
l

"
1986 1951 34% 25,000 25,000 ** '" * * """C' "9" !P* #"' '
19s6 A 1976 5% % 4,000 4,000 (a) we had a lease for the fast core of fuel at Davis-Besse through the
1986.B 1976 Su1 1,000 1,000 mud:e of 1931 The lease f ar reload fuel wW last as long as it tnes us to
1959 1954 3% 20,000 20,000 bum the fuel Fc,r the re' cad lease, we pay rent whenewt the fuet is

19e9- A 1981 15W % 40.000 - burned and we pay a monthly interest charge on the va:ue of the fuel
we ha"en't used.1990 1969 74% 60.000 60,000

1991 1969 8?s% 35,000 35,000 (b) Unit train leases udde rene*al opt.ons through 2011 The icase, ,

1992 1991 15%% 20.000 - f r one space can be renewed for two f ve year penods'

1993 1958 3%% 30,000 30,000 When the PUCO determines what rates are to bc
| 1994 1959 4%% 25,000 25.000 charged to our customers,it includes the rents on a5 of the,

f above leases as an operating expense. According!y, we8

2009 1974 9W% 50.000 50,000 rents on our income statemd as operatngrec

2009 A 1979 7% 50,000 50.000 expenses. Fin nei 1 Acc unting Standard No.13 would
~2009-B 1979 7% 1,000 1,000 treat our leased nuclear fuel and unit train coal dehvery
2009-C 1979 7% 1.000 1,000 equ:pment as though we owned it. This would require us
2010 1975 9 85 % 100,000 100,000 to record the properties being leased as assets which wou.'J

. 2011 1976 84% 125,000 125.000 be depree:ated. A!so, we would have to record a long-term
{ 2011.A 1930 (a) 43,600 48,600 debt for the promises to make lease payments. If this

i 2011.B 1981 (b) 22,200 - accounting treatment were fo!! owed,it would not result in
2012 1977 8%% 75.000 75.000 any material changes in our balance sheet or our income
2013 1978 6.20 % 47.500 47.500 statement.

1,112.291 1,030,091 All the payments we make for nuclear fuel and unit
Less arnounts classified as curtent 20.000 -

trains are recorded in balance sheet fuel accounts. The costs
; 51.092.291 51,030.091 in these accounts are transferred to fuel expense on the in-

come statement (see Note A-Fuel) when the fuelis used.
(a) The interest paid on these tundds at a vanable rate That rate can We paid $7,925,000 in 1981, $7,240,000 in 1980 and
be no lower than 6T and no begher tha,121. The awrage rates in $8,932,000 in 1979 for nuclear fuel and unit train leases.19&) and 1981 wcre 10 031 and 9 99 L.respectwely

I ease Payments under a!! other leases were not material.
i . (b) The interest paid on these h>nds is at a vanable rate That rate can

Some of our leases have noncancelable terms ofb be no kwer than 0% and no hgher than 14%, The aarage rate in 1981'

. was 10 40-L. more than one year. We have to make the foflowing pay-
1 - . ments for these leases after December 31,1981:
| [ . First Mortgage Bonds are issued under our Mortgage,

t - That Mortgage creates a daect !!en on a!most all the Year Amount
1 prcperty we own and franchises we hold. m'~a* d W
' .The Col!ateta! Pledge Notes included in the Statement 1982 5 2,839<

[ of Cap;tataation were issued under an agreement signed in 1983 2,8394

1980. The agreement lets us borrow up to $60,000,000 1984 2,601'

1985 2,344oser a two year period The interest rate on any of the'

j borrowings cannot be higher than 15%% We have delivered y,,,,
'

; $60,000,000 of our First Mortgage Bonds as secunty for
TotM 516.083

; our oblgation to pay the Co!!ateral 1%dge Notes issued

L under this agreement. These bonds are not considered t
We did not include in the above table the paymentsbe outstand ng on our books. However, they are out-

we must make on our Davis Besse nuclear fuel reloadstanding under our Mortgage.
lease. Since payments are made when fuel is used, we

i don't know when we will have to make payments. How-
.

r ever, we do know we must pay the lessor a rema:ning total'

of $6,694,000 for rent.
,

mm.w w.uwimm--e-~e--u- - ~ ~ " - -m. _
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Note I brial Preferred and Preference Stod with pay (plus dwidends accrued to the redempton dated
Mandatory Itedernption Provisions are as fo!Iows:

Some of the Ser; ~ Prefened Stock we have issued is subject Redempt. r
to mandatory redemption. These provisions require us to Series Date Pnces

toy bm k and retjre ouNand ng shares on certain dates. Picferred C Ju:y 31,1W3 and pnor 5110 00
The taHe beiow asts thov redemptic,n obhgations: August 1.1983 and

Shares to therea'ter $103 3 5101ni
beP.e&emed Beg.r.nu.g bdempt.an Prefened E May 31.1956 and pnor $1.0v 00

s nes AnnuaHy On Pnces (a) June 1,19n6 and
'L C' * *ft" 11 049 74 3I OC 10 000 8184 5 100

E 3.000 61 81 51 000 Prefened F February 28,1982
H 1,7M2 6 1-55 51.000 and pnor 51055 W
I 1,909 6 1-86 51.000 March l.1982 and

theraher $1.C35 03 - 51 (-w P: s6 - 5 a n . i n, ' c re % ,ae,
i

r
P''fened G Detembe 1,19n3 throughThe uta' amnunt to be pa:d for these redeemed shares

in emh of the not fr.e years is: December 1,19%}N
N r3R 5 LDE F,i

and
,

19M2 $ 3.0(0.000 1955 __ 55.782.000 thereafte r $ 1.010 67 - ! ! F >
Pm $1000 000 19"5 $7.751.000 Prtfened H June 1.1990 throughpd4 Supo 000

May 31.1991 ilDA e
!! f er sonc reason we cannot huy back the shares, the Janc 1.1991 and
unrei t i . > shmes wad b. adJed to the next '; ear's thereaher ., 51.On 1 05 - 51 9

n 3cmpt.or. obhgat:on. Th:s wc u!d centmue to be done Prefened 1 Jane 1.1991 through
,
'

unti the !mi obSgeon to redeem is met. Ma3 31.1992 51.09 e
Some of th Ser.a! Prefened and Preference Stock we June 1.1992 and

I h.ne is(aed mcludes a prosi%n which requaes us to ask thereafter $1 A3105- S I w , -

the on+ rs of that Stock whe;her they want us to buy back p,eferred J June 1.1%I through
thec sN ex as fo!'ows: Ma3 31,1967 5LE M

June 1.1987 and
thereaher $1.037 h3- 51 w

Shares Preference 1 August 1.19' 1 through3'
SAea to Ju!y 31.1982 510F 75
Purc hase Offer Purchase August 1.1982 and
A,n u a"y Bepning on Prices _ thercaher 11.032 29 - 51 h

Pref.>nerf Nnes F 16.667 11-1-85 51 000
PrefeneJ Senes G 8,000 S-1 84 $1.000 We can buy back Series E before June 1.1956 m '
Prvfewnce %nes 1 11,400 4 1 84 51.000 Series F before March 1,1932 only under cer zn condt.

5 ff the ow ners decide to se!!, we trust redeem the shares Any bonowed money we use to buy back the shares ca~

( four me afa r the date we offer to buy If they decide not be bonowed at an effective interest cost of less than
'

ta sen 4 the shares which we must offa to buy over the 8 8% for Senes E and 7.5% for Senes F. Also, we mas
next fwe years, we wou;J hate to pay for thee shares not use money from the sale of other p.efened stock or

( !19.4fR090 n both 19M and 1985 and $36,067.000 stock ranking higher than Serid Preferred Stock if itsi

f in 1986 effect:ve dividend cost is less than 8 8T m the ca>c of
i Wi hav, assured the ownns of our Series F stock a Senes E and 7.5% in the case of Series F. FmaNy. we mai.

min. mum return c,n the:r investment of 6.96% after not use money raised through the sale of stock which is
I deducting the r Federalincome tax on the dMdends re. junior to the Series E or F.

cewd a th. stwk If certain income tax bws are changed Sa!es and retirements of Seria' Preferred Stack w.
suth that thur ofter tax icturn is lower, we would have the mandatory redemphon provsiors dunng the three years

[- option to do one of two things. We could buy back the ended December 31,1981 wc2e as follows:
Senes F at $1,000 per share plus aarued d:vidends or we'

sharcs Sou tRe red)
could exchange Series F for a new pre!ctred stcwk. The

Year Senes Pnces SE-new stock .voubt have a dhidend rate hyh enough to,

provide a 6 95% afti: tax retum. 1980 Prefened H $1'U0 >'
;, We hm,e the reht to buy back and rcUre at certain

1981 Prefened i 5 000 31
; time 4 shares of Seria! Prefened and Preference Stock

Pref < ned J $1000 &+
whkh hy.c mandatory redemp6n provisinns The t.mes Prefened K $1000 i't

c when thh ma3 t,e done and the pries we wwld hose to 34 Prefened E $1.000 4

L . -- , . , _ . _ _ _ _ . . _ _ _ . __,
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h| Note J Serial Preferred Stock Without Mandatory Stock Plan and the 1978 Key Employee Stock Opton Plan
Redemption Provi.lon. are granted at 100% of the fair market value on the date of

During the last three years, we did not sell or buy back the grant. The shares which were actuaHy bought dunng

any shares of our Serial Preferred Stock which did not have the three years ended December 31,19S1 were sold at

. mandatory redemption provisions. However, we have the ption prices ranging from $17 63 to 518.59. Shares under

i right to buy back and retire this Stock. The times when this utstanding options held by employees were as follows:
' may be done and the prices (plus dividends accrued to the Key Employee

redempton dates) are as follows: Incentxe Stock P!an (a)

1981 19S0 1979Redemption
Ser:es Date Prices Options Outstanding at

December 31
Prderred A December 1,1981 and Shares 150,095 154.148 166,849

thereafter $102.50- 5101.00 Option Price $17.63 to $17.63 to 517.63 to
Preferred B July 31,1982 and prior $106.35 522.43 522 43 522.43

August 1,1982 and
thereaher $103.78- $102.26 1978 Key Employee

_ Stock Option Plan

'b 1981 1980 1979'

Note K common Share. i...ed and Re.erved for i...e op,3,n, o,1,1,nging ,,
Shares of Common Stock sold during the three years ended December 31'

December 31,1981 were as follows: Shares 244,425 251,375 202.775
Option Pnce 516 94 to $16.94 to 517 SS to

1981 1980 1979 520.25 520.25 520.25
'

Public Sale 3,500,000 4,000,000 4,500.000 (al Un !ct the terms of the Key Employee incentive Smck P!an, no

Share Owner funber options may be granted Accordrngly, only those shares resa&g

Dwidend to ptions outstandag at December 31,1981 may be issued

Reinvestment
! and Stock Note E Short Term Borrowing Arrangement.

Pt. chase Nn _ 926,542 733,188 557,139
Employee

.
Notes payable to banks and others were as follows:

Savings P!an
Employee Thrift Plan __

264,605 218,902 164,988
At December 31.74,727 64.496 50,236

h ' Key Employet Tvpe 1981 1980
~ - ' -'

. Incentwe Stock twosnasaca.m
Plan - 469 3,846'

Bank Loans $19,400 5 17,0S7
Total 4,765.874 5.017.055 5.276,209 Commercial Paper 75.900 149,850

"# "#* In January 1932, the Company sold an additional
.

4,000,000 shares of Common Stock to the pubhc. Available bank credit arrangements are as follows:
~

At December 31,1981, we had five stock purchase At December 31.
plans available for our employees and share owners. The

h common' shares which are set aside to be used for these
Type 1981 1980

'*"** * **
O plans (including unused stock options) are as follows:

Bank Imes of credit (borrowings
.

Employee Savings Plan -115,981 at or near prime interest rate) 5209.600 5169.600
| Employee Thrtft Plan 604,102 Euredollar revolving credit

. / ~ Share Owner D vidend Reinvestment
-

641,512 Variab!e interest note .

agreement $30,000 330.000
and Stock Purchase mn-

,
, Key Employee incentive Stock Nn 550,250 (a) agreements __ $20,000 $20.000
h. - 1978 Key Employee Stock Option Plan 600,000

AU bor owings under the Eurodo!!ar agreement are5 - 1 ''t-

C
'

' 2,511.845
' ~ made and paid back in U.S. do!!ars. There are no require.4

.

'
. ments that minimum cash balances (compensating balances)

' i The Company plans to take action, including share owner ' be maintained at the banks involved. However, a fee of
| approval at the April 1982 Annual Meeting, to make an %% to %% per year is paid on any unused part of this

additional 3,000,000 shares available for sale under the borrowing agreement. The interest rate on borrowings
'

[ Employee Savings Plan, is %% above the rate which specified banks pay for
Stock options held by, ' employees to purchase unissued Eurodollar deposits in the London interbank market.

e shares of Common Stock under the Key Employee IncentNe Borrowings under the variabie interest rate agree-
L 35
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ment must be prd back wheneser the bank requests such customers an add:tiona] 5%,000,000 n.1979. 5471mn
repaym.mt Intere t is based on the ra:e for hdh quahty in 1980 and $133.300.000 in 1981.
comrnerc C paper in the 3D 180 day matunty range. In 1981. we aAed the PUCO for another 5134.0' * i ! -

; Cc,mmerc:al paper and conab|e interat notes out- increase. The PUCO comp:eted pubhc heanngs ecr!y in
stni.ng are ba:ked by no less than an equa! arnount of 1932. Any increase granted would beg:n to be co"ected i,

< nu eJ Lad Imc3 of cred.: to enswc the Company's abity the f;rst quarter of 1982 We have also informed tne PLC
o repay thmn. that we wil! be seek.ng an increase of awther 5221.0% o -

Tne unuw d po: ton of the above cred.! arrangements, Any increase granted would go into c!!ect em!v n 194 4
af o dedvr.ng bank hnes held to cover ouNanding com. On January 1,1979, the I'UCO a%wed us , , mm ,

mer W p , er and sar.ab e interest notes, amounted to steam rates by 25% On January 1,1950,it abwed us
5 M4.3N.000 at December 31,1931. another 5% inc, case in these rates. Becaase of these

The at cro ; da.., cash bahnce in bank accounts was increases, we charged customers an d!auna: 52.R ,
|

~

55.70(W 'O in 1W1 and 55.700.000 in 1980 Th:s balance in 1979 and another 5400,000 in 1980 In January lw
samf;cd mfurma! wmpeasy og ba'a,ce arrane ments the PUCO epproved another 471 increase w h:ch amt
moier wh r h we mamta'n b/ances at banks of 53.000,000 to approx! mate y 57.0ao.000 in Februar> 19s2 we f0
to 5",(00,O')0. depenine on tht amount we borrow, an app:. canon for an adinona? atua: increase m stern

~

rates of appr0mmately $2.400.000. /iny increase gra-

Note M commitmeni. .na continsencie. " 9 " '"' '" I"" * *
In adition to the abose, we have an app!;-t or :

We p?an ta add ?I 8 l$nn of new plant and equip- rate increase cocermg sales for retaic to the Ciesebnd
ment oser the ne>d t:te yean Some of the meerial and munic;pa! eiectnc system pening with the FERC We
ser c:ces nicJe.! to bu:Id new pbnt and equ.pment must be began col:ect.ng the requested 52.300 000 mcrec s. -

ontered nw so a w.!! be readj to be used when needed. September 1961 subject to refund, dependent on .

At Detember 31,1981. such comm::ments amounted to: outcome of formal hearings.

Comn xt.on pmyam 13 M OO.000
Nucle a: Fue: Enndment SeMces _ _ 5 97.522.000 Note O rroperiv ownea with other utiiitie.

A !v > e orders are necessan, in our bus. ness Usua'ly Some of the generatmg unes which we oun or aw h
. cam e! orders but we inust often pay the manufac- am oaned wdh other utdtes Each company os.w.<

4

turers fm what they hate a:reaJy sp<nt for bbor and undnided share in the entae urut. A:: the owner- are
matenah and somet mes a penahy " tenants in common" Exh company has the r.gM to a

We have agwements to lease nudear fue! we expect percentage of the generatmg capabity cf each ur. t es
to need m the future for up to approximately 5213.000.00(1 to his ownersh p share. We are obhgated to pay for our
The tost whwh the lesor ha> already mvested in nudear share of the constructwn and operatng costs of sath un,

ma:eria! was 591.667.000 at December 31.1981. We are not responsible for the other owners' shares
I

Unde r two long term coa! purcha>e arrangements, we Utd ty Plant at December 31,1931 mdudes the fo::a
base ag:n d to gua antee the m:mng compa Wes' loan facd. ties owned as tenants in common wah othe uC tc
and leau ob! gatons At Dec ember 31,1981, the principal
amount of the rmning companies' loan and lease obhgatons Company Oeerb

i was 5%h000. Under one of these arrangements, we
con e .care requ. red to pay the mming wmpany any actual out- m,y u

3 of poc ket id:e mine ex;'enses. as advance pasments for Facity Per Cent in 9:vice mPm i-

coal, when the nnnes are id.c for reasons beyond the u roe ..e
, control of the mamg companV Davis Besse 51.38 5392.440 5 18.171
> S.wcrat bwsu ts and gosernment actions are pening Bruce Mansfw!d I o 50 24.503 540

f agant the Company. We behese, tmed on the opirnon of thuce Mansfwld 2 28 60 110,676 2.241
J our wunsel. that the ultimate d:sposaion of these matters Bruce Mansfwld 3 24 47 155.373 411

should not base a material aJverse effed on our f.nancial Beaver W1ey 2 24 47 - 279 W
wndaan, ahhaugh an alterse ima! dects.an in certa:n PC"Y I 3I II - #O5
instantes could have a materid effect on income for the Perry 2 31 11 - WIIM

! Easttake 5 68 80 109.105 1,23operiod in wh. h it occurs.r ic
Seneca Pumped Storage6

H.,Jroelectnc FLnt 80 00 54.7 N 44
f Not, N n.ie meier.

g,a 3% w
The PUCO a%wed us to rake ciectnc :ates by 9 2% on

- - ' -
-

May 3.1979. by 9% on July 14,1980 and by 17% on Separate depreciation records are kept for Daws Es c
i May 6.1981 Because of the,e increases, we charged prope:ty and Seneca pioperty. The accumubted dep:n.m
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I for Davm Besse at December 't 19S1 was $30.923.000. pension plans usc this method. This method takes into
The accumu'od deprecianon for Seneca at December 31, account changes in an employee's future earn:ngt h resuhs

i

1991 was 510.3MMO Depreciation on a!! other property in an orderly way to try to assure that adequate funds wC:
owned with other ut.ht:es has been accumulated on a be availab e to pay future benef:ts. By us:ng this method,
compos te bass along with a'l other deprecn5:e c cctric the assets in the pian at January 1,1981 were about c::ual
pmperty rather t!un by spec:fic units of depreoabie property. to our total future habilitics under the plan at today's va'ue.
Our share of the o;scratmg expense of proporties owned Statement of Financia! Accounting Standards No 36
w;th others is induded in our mcomc statement. (FAS-36) requtres us to d:sclose future hab.: .es ignonns

increases in employees' future camings Therefore, the d:s-

Note P rension. closures below, required by FAS 36, compare assets
accumuNed on one basis and habuities determmed on a

W. pay the tuh. cost of a pension plan for our employees. different basis We and our externa! pension consuhants
Under th:s p,ian. ful:-t:me employees who have worked at be!cre that the FAS 36 d:sclosures are misleading because
the Compant at : cast fwe years and retire between ages 55 thec understate the amount wh:ch ultimatelv wi:1 be nenicd
and 70 r7e ec p.mm paymens hom the pension fund- to pay a!: of the plans' benef:ts. We are making the fo:Se
The empx yce s penson payments depend on how long ng d:sdosures only because we are required to do so.

- he worud w! S tne Company and how much he carned.
However as permitted under The Age Dn.cnm: nation in N A'" I
EmpLymen: Act Amendments of 1978. an emp oyee who

1""1 IWworks past o.;t 05 dee: not earn extra cred.t for that t:me.
+sNnIf he ret . 3 before age 62. his payments are reduced The

Actarial present Value of
phn ai pays benef:ts whcn an emplatee d:es or is d%abled Accumu:ated pan Benefits:

We depos:t money nto the plan to cover the benef:ts
Benefes ab.ch are vested $122 511C

the empiayees cam current!y. We a:so depos t money to Benc!.ts which are not vested 12 s

cover the bene!ts at: :ng from amendments to the p,.an and.

'

II34 III4
ad'ustments for the investment performance of the pension'

fund in 1979. our total payment into the pens!on fund Va!ue of essets held in plan $193 5163

was about SR600DJO We depos.ted another 59.30k000
Im and $10.2f CM0 in 1981 Of Sese amounts. we Under both methods, the one which we use and the

.

FAS-36 method, the expected retum on the assets in the! recorded on the mcome statement as an cperating expense
$5 (47.0.u in 1979,50.132.000 m 19S0 and $6.659,000 pbn needed to pay au future benef.ts was 5% in 1979

m 1981 The remamder was recorded in the be%nce sheet and 6h% in 19S0 and 19S1.
mocti as constru: tan costs

The amount we put into the pension pbn is bawd on
an actuani fmmn:a caLd entry age normal. mny pnvate

Note Q Quarterly Hesults of Operatione (Unaudited)
,

The fo:!ow:ng is a taba : Em of the unaud:ted quarterly resuhs of operations for the two years ended December 31,19S1y

I Quarters Er'ded
i March 31 June 30 Sept 30 De: 31*

m v.x w mrar w m s,

f IHO
$217.433 5199.767 5247 326 5230.039I Ta s' it.~ m; revemes

& Net mera m; mome 5 30.047 5 30.873 5 49.440 5 40.154

,
Net mcome 5 24.913 5 25.052 5 43.s30 5 31.587

4 Eam.ngs avadaMe for common stack 5 18.516 5 19.59S 5 36.400 5 24.157

Aseraje common shmes 41.398 41 645 43.860 4 i 147

)( Eam:ngs per common share 5 .45 5 .45 5 .83 5 52
1
1

y 1981 1

i Total operat:ng revenues $229.625 5237,320 5297.7S3 524S.203

Net op.naang mcome 5 38.930 5 41.822 5 67.759 5 44.1w9

Nt inc ome 5 27.801 5 32,117 5 56.872 5 39944
Emn:ngs avahb:c for common stock 5 20.371 5 23.682 5 47.432 5 2SB2

.
Aterage common sWes 46.445 46.777 47.959 Sn 914

Eaminf per common sharc 5 .44 5 .51 5 99 5 5''

37
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Financial and Statistical Review 1971-1981
.

1941 19ka
-

,

TOTAL OPERAT?iG REVENUES 1012a40 63 w_
Resdental 310.409 2tA757
Comrnerca! 263.608 220.677 .

Inde:r.si 356.805 323.764
Othe Electn: (indudes Sa;es for Reaei 39.912 65.273
Steam Hear.ng 12 1 % 15 ne

' -

TOTAL OPERATING EXPENSES 820 226 744 51
~~

Fuct and Purchawd Power 362.093 359. w
Othe Operatng Expenses 213 616 195310 .

Dereaaton and Amortza hon 85,294 64 619
Taxes other Than Fe dera: Income Taxes 91.648 816U
Fedca' Income Taxes - 67.575 41 ;74

~

NET OPERATING INCOME 192 704 15n 51s
-

NONOPERATING INCOME 75.712 62 4n
~~

Ar.owance for Equw Funds Uwd Dunng Construchon 4 & 970 41 873
InCO!ne statelnent Othe, irseme and Dauct.on, 2d 742 21 27r

(Thousands of Dohrs) INCOME BEFOREINTEREST CHARGES 24 416 212 +5
INTEREST 112 M2 *7.s7/

Img and Short term Inte est 146.712 112.t,23
Abwance for Borrowed Funds Used Dur.ng Constructon __ (34 030) Cs mli

INCOME BEFORE CUMULATIVE EtTECT OF
ACCOUNTING CHANGE 155.734 125.3r 3s

Cumula5ve Efect of Change o Denreaatun Method
or Pennd< Prn to January 1.1479 - -

NET INCOME (a) 1%7M 125 N,

| PRUIRRED AND PREftRENCE DMDiliD REQUIREMENTS 34 917 27 711
-'

| EARMNGS AVAllABLE FOR COMMON STOCK 120 M17 97 o72 ]j
EARMNGS PER SHARE BEFORE CUMUI.ATNE

I EFFECT OF ACCOUtmNG CHANGE $ 2.52 5 2.26 i

U CUMULATIVE UT ECT PRIOR TO JANUARY 1.1979 - -

| TOTAL EARNNGS PER SHARE (a) (b) 5 2 52 5 2 2d I
DMDENDS PER SHARE (b) 5 2 08 5 2 00 5<

TOTAL ASSETS 3 4 % 075 3m;4a T
'

<

Ut:hty P; ant -Total 3,610.895 3.215.339 E --
Accumulated Utby P; ant Depreciaton and Amorteate (621.353) 1557 850,

,

OtScr Property 23 870 21 137
Current and Other Assets 392 663 41ss4s

TOTAL CAPITAL.!ZATION AND LIABILITIES 3 4a6 075 3 m l482 .

E Balance Sheet
-

Long-term Debi 1.32&4m i.2 n .523
'iearend Pretmed and Preterence Stock:

(Thamnds of Dolbrs) With Mandatory Redempton Prowsions 32R000 260 San
Without Mandatory Redenpuon Provmons 95.071 95 0714

'
. Common Stock Equity 1.w2.206 912.731 -

Defmed Federalincome Taxes 236.481 191452
Current Liabhs and Other Credits 415 913 4221xn

~ iNh UTILITY PLANT ADDITIONS (c) 409.277 3
UTILITY PLANT RETIREMENTS 13.721 25 002

f NUMBER OF COMMON SHARES (b) 51.054.503 46.2v 629 C.
f. . '

E KWICI SALES (Thoumds) 17.507 kn4 18 159 754
'

h Resadental 4.375.732 4 463.147 - -

c Commercal 4.178.459 4 148 990 4-

Industnal R279.700 8 062.172 e

Other findudes Sab for Resale) 673 973 14cs 44; .

ELECTRIC CUSTOMERS-YEAR END 711 325 710 % 7
~

Resukrit al 642.925 M2.M5 $
Commentsa! 60.714 60_070 !

h- Industna: 7.261 7.210
Other 425 432"

s RESIDENilAL SALES DATA
b Awrage Kwbr per Customer 6.543 6 M6

Aveme Revenue per Customer $ 4M 55 $ 4J5 W $
Operating Statis:Ics A ,,4, R,,nu, pe, K hr 712e o 03c

ELICTRIC PRODlX.10N . .

_18 9 % 567 Ik 722 616 19 s
7 4

Net Avaaat4e for Service Area (Thousands)1

Net Generahon 17 2 17.523 15 325 449 17p
Ne* Re ewed from Others 1 +09 M4 3 tm W 2:

j BTU gm Kwbr of Ne OJuut 10.582 la 635
'

F uel Ccr.t per M t.m BTU 17514c 156 92c
b. Coa! Ccw per Ton . $ 46 70 $ 39 3i s

Annuai Net to Mrn. Max Lead KW Exd interruptNes _ 3.362.000 3 304 000 3m*

Net Sv=:em Cepabity- KW-Year End 4,624.000 4.5 % 000 4 s-
7 STEAM HEATING -
K Sies- Pounds (Thousands) _ 1.612.151 1.979.397

Cuomers-Year End 337 348

.._ . EMPLOYLES - 'rTAR END 5.189 4.991
i

(a) The 19M t et income arwl e rnings per share calcu!ated on a pro forma ham to refed the unas c.f prodxton rwhad oF a 1

6 are $102.942.503 and 52 31. rewtively The pro forvre effect of the adophon of ihm depicoaton method on 19M mes *

h
38
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The Ceveland Electric Inum:naung Company and Subshes
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p The Cleveland Electric illuminating Company and Subsidiaries

Otatement ofincome from continuing operations adjusted for
changing prices for the year ended December 31,1981 (uneudirea)

!
s

-

Convent:ona! Constant Dol:ar Cu-entCr:
Histoncal Average Aver a.

Cost 1991 Do!!ars 19;I DJ >

<r % e ar e
Revenue $1.012.930 $1,012,930 51,012.m

Operation expense 500,784 500,784 500.7- t
Ma ntenant e expense 74,925 74,925 74K
D.peraat;on and amortization 85.294 171,699 19 9
Taxes other than Federa! income tax 91,648 91.648 91 r -
Federa! ;ncniae tax 67,575 67,575 67.5T
Nonoperat;ng income (75,712) (75,712) (75.7:
hiterest cupense 112.682 112.682 112A

857,196 943,601 % o.0 7
Net mcome - -cont:nuing operations 5 155,734 5 69.329 (a) 5 411 R

Increaw m spec.fr prices of property and plant (b) i 5t 'O
Rejuctv>n to net recoverable cost $ (149,290) (14V -
Increase in oenerai prices (203z;(

[ Increme in genera! prices in evess of increase in
specfc pnces aScr the reduct n t.; ra t recovstab:e cost (122 '

Can from dubne in purchaing power of
net amounts owed 15S.775 15e '~

! Net price Ic'.ei ad;uement $ 9.455 $ 35 7

w laa ; tv s L . ton to rer recmera cost. riet mome a,,si for Ict wid hwe been 1(79w1.mo; in coww aln and s e ~,711 '
riv : at dnin

l" A':.t;r .!, 31 1%' ' c rier.t c .,s: cf I ripr' . pa t ar J ea a y u 1: cf m c inJ Apr,s non w a ,15 0F.126.0B d.i x ;.- =i.=
'

u- er e W au u.m $2 %,M2 000

upplementary information concerning the effects of inflation,

As presaibt d by Statement of Finar cial Accounting Current cost data differ from constant do!!ar data
Standards No 33. we have pr(pared info mat.on on the ma:n!y because the prices of assets have increased at rates

! eff. ;ts of Inca':on on operahnns. The me: hods used to d.fferent from the rate of genera;inflanon.
compute this data are experimental and subycet to change Hnenues nd Expenses
by the Financa! Accounting Standards Baard The<c data
do not refect the "cunent vatue" of our assets Thev do Revenues and expenses (except for depmoaSon) were

not measure a!! the effects of inflation on our operaiians or assumed to accumu!aw evenly throughout the year No

4' iMedct 0;ir future cash requ;tements 'DK effects descnbed ad;ustments were made to the fgares repmed in thc

heron are not reu>gnteed for acome tax or ratemakmg priman; f;nancial staten ents No a huerr.ents were made
to Federa! income tax expense.,

purposes.

General Depreciation

Histancal cmts ad;usted for ocnera! inflation are refened to The constant do!!ar and cunent cost esumatet of property

as "concant do!!ars:' The o5jnal cost of ut:::ty p! ant and and plant were determined by applying the md:ces nowd tc

certen other items was converted to constant dohrs by r@nal c st Resta'ed depreciathn reserves were used to
C "'pute properts and p| ant n.1 nf depredanon They ac ,app!y:ng the Consumet Prre Index for All Urban Consumers

to the cost of these assets. obtained by applying current deprec.aton rates by account
t restated property and plant f:gures by vintage year. TheCurrent cost data .cflects the cost of current replace,'

ment of exist;ng assets. The current cost of assets was depreciation provisions were obtained by appfying current

ntimated by applying the Handy Whitman fndex of Pubhc depreciation rates to the averay of beg:nning and end.of."

Uni.ty Construction Costs to the origina! cost of structures year simated depreaabie property.

and equipment Oiunal cost of land was trended using the Materials and Supplies
Consumer Pnce Index for A!! Uiban Consumers. Certain B !ance sheet items such as fuct in s'ock, materials and
other property was trended to cunent cost using other supphes wm tn ated as wh type items Fue,: inventort :, 3

; industry indres
r 40
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I p The Cleveland Electric illuminating Company and Subsidiaries

Fivegear comparison of selected supplementary financial data
adjusted for effects of changing prices (unauaitea)

(Average 1981 DoDars)

Year Ended December 31,

| 1981 1950 1979 1978 1977

(Thousa,Js ruep: pr shaw amounts;

Revenue
as reponed $ 1,012,930 $893,566 $ 824,267 $717.092 $659,290
in 1931 constant dol:ars $ 1,012,930 $986,254 $ 1,032,798 $999,671 $959,480

Net locome
as rep ated -continuing operations $ 155,734 $125,383 $ 113,534

in 1981 constant do! ars $ 69,329 $ 57,352 5 72,182
in 1981 cunent cost dol:ars .$ 43,023 $ 26,808 $ 38,154

Income (Loss) per Common Share
as reponed -cont:nuing operations 5 2.52 $ 2.26 $ 2 31
in 1%1 constant do!!ars $ 0.72 $ 0.62 $ 1.05
in 1931 conent cost dollars 5 0.17 5 (0.09) $ 0 16

y Net Assets at Year End
as reponed $ 1,002,206 $912,731 $ S20,411
at na reunetab:e cost $ 969,80S $962.183 $ 972.075

,

increase in cencra' prices in excess of
'

InPea% in WCific prices afler
redaction to is t remerable cost 5 122,934 $ 20s,409 $ 237,690

Ga.n from decline in purchas:ng power
of net amounts owed 5 155,775 $20s,206 5 222,056

Cash Disidends Declared per Common Share
a> reponed $ 2.08 $ 2.00 $ 1.92 $ 1 84 5 1.76

in 1981 constant dallars 5 2.0S $ 2.21 $ 2.41 $ 2.57 5 2.64

Rrket Price per Common Share at Year End
as nwned $ 16.00 $ 14.63 $ 16.25 $ 16.SS $ 22 50
in 1%1 constant do!!ars 5 15.4S $ 15 42 $ 19.25 5 22.66 5 32.93

Average Consumer Pnce Index 272.4 246 8 217.4 195.4 181 5'

,

subject to rapid turnover As such, we beheve the original Effects of Inflation on the Company
j cost of thn item fa:rly represents its current cost. Our 1981 revenues increased despite the dechne in unit

saks of elec*aicity, but revenues in constant do!!ars remained
Reduction to Net Recoverable Cost about the same as in prior years This shows that inf ation

s Under Ohio law, we can recover only what we paid for reflected in rates by the increasing cost of service was mainly'
piant and equipment, so the va!ues of these items under

" "" P "5 I"C'#"'ed in 19S1 on both
t r r c t r n

( constant do!!ar and current cost bases The d:fferences
i lacrease in General Prices in Excess of increase in between these measures and income as reported occurs

f Specific Prices After Reduction to Net Recoverable Cost because we are not permitted to recover current cost

i ile om 3!! increase in prices of our property and plant measures of depreciation through rates Ohio law restricts

1 exceeded the increase in general prices as measured by the recovery of investment through depreciation charges to the

Consumer Price index for A!! Urban Consumers dunng onginal cost of plant. The part cf current cost we couldn't'

f IM1 However, when the current cost of plant was reduced recoser was only part; ally offset by the gain from holding

I to the lower onginal cost amount, this " gain" from specific cash type liabities.

f' prke incr,ases was more than offset. We have to raise new capital to meet growth needs at
inflated costs of construction and to replace wom-out items

Gain from Decline in Purchasing Power of Net at higher replacement costs. If rate adiustments fail to

[ Amounts Owed compensate for the cost of new capita'!. especially dunng
W:th inSation, hokhng cash type assets such as money and times of high inflation a regular erosion of the retum on*

recen ab!cs results in a loss in purchasing power. Holding equity wd! occur As a result, there wd be a regular needr

cash type Lab:Wes such as long term debt results in a gain for rate rel:ef.
in purchavng power. Prefened stock and defened tax We continue to seek proper and timely rate increases
balances were treated as ca>h type hab:hties for this and a regulatury enwonment whth is responsxe to the
computation. 41 effects of inSation on our investors.
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board of Directors brincipal Officers and Executives

Leigh Carter (56) Robert M. Ginn (58) Pres; dent
Chaaman, President and Chief Executive Officer of Richard A. Miller (55) Executive Vice President
Tremco, Inc , manufacturer of specialty chemical

l{arold L. Williams (55) Executive Vice Presidentproducts and a whol!y owned subsidiary of The B E.
Goodrich Company Dalwyn R. Davidson (63)Vice President Syrem

Engineenng & Construction
Robert M. Ginn (58) John W. Fenker (55)Vice President Power SupplyPres, dent of the Company

Robert J. Farling (45)Vice President Administratne
Roy 11. Holdt (61) Services .

Cheman and Chief Executive Officer of White
Conso!: dated Inoustries, Inc., manufacturer of products Frank A. Kender (54)Vice President-Energy

App! cation Services
for the home, princ.pa'!y ma;cr apphances, and
mach.nery and equipment for industry Edgar H. Maugans (47)Vice President-Finance

John J. Misic (60)Vice President D:stnbution & ServimJohn Lansdale, Jr. (70)
Partner in the law firm of Squire. Sanders & Dempsey AI{n

Vright (52)Vice President. Pub:.c Affairs

! Hichard A. Miller (55) Clement T. Loshing (58) Treasurer
Executive Vice President of the Company

i i ir an o Execut:ve Committee and retired Andrew R. Felmer (58) Secretary

Cha:rman and Chief Executac Officer of the Company Newton D. Flack (56) Division Manager-Steami

Power Division'

| Craig H. Smith (56)
President of the industnal Group of Bendix
Corporation The Industrial Group is a producer of
machines and accessories for the meta! working industry.
Also Chaaman, President and Chief Executive Officer of
The Worner & Swasey Company, a wholly owned
subsidiary of Benda Corporation

Charles E. Spahr (68)
Duector of several companies and retired Chairman and

i Chief Executive Officer of The Standard Oil Company
| (Ohio), manufacturer of petro!eum products, chemicals

and plastics and supp!;er of coal

lierbert E. Strawbridge (64)
Chairman and Chief Executive Officer of The Higbee
Company. a department store

Hichard B. Tullis (68)
Chairman of the Executive Committee and retired

' ~ Chairman and Chief Executive Officer of Harris
Corporat:on, manufacturer of communication andL

I informaton processing equipment
r

e. liarold L. Williams (55)
F Esecutwe Vice President of the Company

b
t on&rn ,

Ralph M. Besse
Chairman Emeritus of the Board of Directors

Elmer L. I.indseth
Chairman Emeritus of the Board of Directorst
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TCommittees erine seera er oireciers
t

Audit Committee The Audit Committee recommends Nominating Committee The Nominating Committee,

to the Board the firm of independent accountants to be recommends to the Board candidates to be nominated,

retained for the ensuing year and reviews the results for election as directors at the annual meeting and to fill
of the independent accountants' examination of the any vacancies on the Board. When reviewing potential

. Company's financial statements and the audit practices candidates, the Committee considers suggestions made

,' employed by the accountants and the Company. The by share owners.
Committee oversees the estabhshment and administra- R.H. Holdt (Chairman), L. Carter, J. Lansdale, Jr.,'

tion by management of effective internal accounting R.H. Rudolph, C.R. Smith, C.E. Spahr,
controls and an accounting system designed to produce H.E. Strawbridge, R.B. Tullis

'

'<
financial statements which present fairly the financial

'

position of the Company. Planning Committee The Planning Committee wass

C.R. Smith (Chairman), C.E. Spahr, H.E. Strawbridge, f rmed in 1981 to advise and consult with management4

I R'B. Tullis and the Board on long range strategic planning. Respon-
i sibil: ties of the Committee include recommending long.

Compensation Committee The Compensation range objectives and the strategies, manpower and overall
Committee reviews and approves the Company's corporate organization appropriate to meet those objectives
overall Compensation Plan, including the pension and R.bf. Ginn (Chairman), L. Carter. R.A. bfiller,

[ employee stock plans, and,in particular, fixes the R.B. Tullis, H.L. Wdliams
'

remuneration of the Chairman (if any), President and all
Vice Presidents.i

H.E. Strawbridge (Chairman), L. Carter, R.H. Holdt,,

* C.R. Smith, C.E. Spahr, R.B. Tullis\

Executive Committee The Executive Committee acts
on behalf of the Board at times other than regular Board
meetings when it is impracticabic to call together the

j entire Board. The Committee has the same authority-

as the Beard, except that it may not elect officers (other
J than assistant secretaries and assistant treasurers), fill
I Vacancies on the Board or on the Executive Committee

or authorize the issuance of first mortgage bonds.
K.H. Rudolph (Chairman), L. Carter, R.bf. Ginn,y'
C.E. Spchr'

. L

r Finance Committee The Finance Committee reviews

g and recommends long range financial policies and
objectives and specific actions to achieve those objectives.,

1 The Committee, acting for the Company as administratorA

7 of the Company's Pension Plan and Investment Program
of the Employee Savings Plan, also reviews the invest-

' '

[. ment performance of the pension fund trustee, other
T pension fund investment managers and the Employee
j Savings Plan trustee and establishes objectives for the
L ' investment of Pension Plan and Employee Savings Plan
E ~ assets.- - *

k R.A. bfJ|er (Chairman), R.bi. Ginn, R.H. Holdt, .
K.H. Rudolph, C.E. Spahr, R B. Tullis- '

>
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Generangormanm

Share owner dividend reinvestment and stock Common Stock
purchase plan The Company has a Share Owner Listed on the New York, Midwest and Pac;fic Stock
Dnidend Reinvestment and Stock Purchase Plan which Exchanges; unhsted trading on the Boston,
prosides common stock share owners of record a Philade'phia-Baltimore-Washington and Cincinnati
convenient means of purchasing add:tional shares of Stock Exchanges New York Stock Exchange
Company common stock automatically at no additional symbol- CVX.
cost by investing a part or all of their quarterly dividends

Preferred Stockand additional cash payments. Dwidends reinvested in
Company common stock under the Plan quahfy for the Listed on the New York Stock Exchange.

new tax saving provisions of The Economic Recovery Registrars,

Tax Act of 1981 Information and a prospectus relating for Common Stock and Preferred Stock
to the Plan may be obtained from Share Owner Services AmeriTrust CompanyL

at the Company. Euchd Avenue and East 9th Street
'

Form 10 K The Company wi!! fumish to share Cleveland, Ohio 44114

owners without cHrge, a copy of its most recent Transfer Agents
annual report to the Securities and Exchange for Common Stock and Preferred Stock
Commission (form 10 K) and, upon payment of a The Cleveland Electnc !!!uminating Company

; reasonabte fee, a copy of each exhibit to Form 10-K- Sharc Owner Services
Requests should be directed to the Secretary of the P.O. Box 5000, Cleveland, Ohio 44101

P

Company.
Stock transfers may be presented at We!!s Fargo

Independent Accountants Securities Clearance Corporation,45 Broad S: rect,
Pnce Waterhousc.1900 Central National Bank New York. N.Y.10004.
Budding, Cleveland, Ohio 44114

Share Owner Inquiries
Bond Trustee and Registrar Communications regarding stock transfer reqmrements,
Morgan Guaranty Trust Company of New York for all lost certificates, dividends and changes of address
Series. should be directed to Sharc Owner Services at the

Communications regarding bond registration Company. To reach Share Owner Services by phone,

requirements and lost cert 2hcates should be d:rected to call the following numbers:

Morgan Guaranty Trust Company of New York,30 Local calls in
West Broadway. New York, N.Y.10015. Cleveland area 622 9300, ext. 2325

ElsewhereBond Paying Agents
in Ohio 1-800 362-1237Manufacturers Hanover Trust Company,40 Wall Street,

New York, N.Y.10015 and AmenTrust Company, Outside Ohio 1-800 321 3206
L Euchd Avenue and East 9th Street, Cleveland, Ohio Please have your account number ready when calhng.
'

44114-Co paying agents for the
Executive Offices Mail Address

31 Series. Due 1982 3% Series, Due 1989-

!!!uminating Building Post Office Box 5000
: 2%% Series. Due 1985 3%% Series, Due 1993

55 Public Square Cleveland, Ohio 44101
[ 3%% Series, Due 1986 4%% Series, Due 1994 Cleveland, Ohio

Morgan Guaranty Trust Company of New York,30 Telephone Number (216) 622-9800
; West Broadway, New York, N.Y.10015-for the

8.85% Series, Due 1983 15%% Series, Due 1992 The annual meeting of the share owners of the'

7.55% Series, Due 1984 8%% Series, Due 2005 Company will be held on April 27,1982. Owners of
12%% Series, Due 1984 A 9%% Series, Due 2009 common stock as of February 26,1982, the record date
114% Series, Due 1985 A 9.85% Series, Due 2010 for the meeting, will be entitled to vote on the issues.
15%% Series. Due 1989-A 8%% Series, Due 2011 The officia1 notice, proxy statement and proxy will be
74% Senes, Due 1990 8%% Series, Due 2012 mailed to share ownere on or about March 18,1982.
8%% Series, Due 1991

r-
Inquiries regarding interest payments shouki be directed Notice: The annual report and the financial statements
to either Manufacturers Hanover Trust Company or herein are for the generalinformation of the share
Morgan Guaranty Trust Company of New York for the owners of the Company and are not intended to be
series of bonds for which each acts as paying agent as used in connection with any sa!c or purchase of,

noted above. securities.
t
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Service area
Ashtabula
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bd Interconnection w:th
Perry Pennsshania Electric.

Nuclear Plant
'

WZTE - Hydroelectric Power P! ant)
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Plant - w.g .

i

m .__
, ;,

'

{Ui WW
g n%n s .Avon Lake Lake Shore 5-

, , . . .

Plart Plant i' L

-

. *$3 ,i ,

'
:

*
- inter c on nec t;ons j

'

'
,,,

wth 0:m3 Ed on Ts.

' r -

% 'n > uy cy Q x .. .s

Interconnections with Ohio Edison
-

N (From Mansheid and Beaver
Va| ley Plants) and Ohio Power

Capco generating units
The

Illuminating. .

The company
Toledo Edrson Pennssivan.a

The Company furnishes electric service to Light Company, Ohio Edison Company, company pom e,

an area of approximately 1.700 square miles, Pennsylvania Power Company and The Ohio Ed: son Company

extend.ng 100 miles a'ong the south shore Toledo Edison Company. The members are company

of Lake Ene from the Ohio-Pennsylvania constructing power generation and trans- S
border on the east through the city of Avon mission facilities. **1 d {Lake on the west. Total population served is Through interconnections with CAPCO Ng N,

-

approximately 1,900.000. members, Pennsylvania Electric Company
The Company is a member of the Central and Ohio Power Company, the Company's

~'

Area Power Coord:nat:on Group (CAPCO), service area is part of an interconnected
formed by regional utility companies to assure system linking continental U.S. A. and major
greater rel:ab:!:ty of interconnections, back-up portions of Canada. This intemational network Duquesne
in case of emergencies and better economies of further enhances the reliability and economy Lisht
operation Other members include Duquesne of our customers' electric service. company

Expected Net Demonstrated Year of Construction
Capability (Kilowatts) Scheduled and Operation

Project Total CEI Share Completion Responsibility

Eastlake Unit "5 @ 635.000 437.000 in Service The 1,luminating Company

Sammis Unit "7 O 600.000 - 0-- In Service Ohio Edison Company

Mansfield Unit "I @ 7S0.000 51,000 in Service Pennsylvania
Unit "2 780.000 223.000 In Service Power
Unit "3 800.000 196.000 In Service Company

Davis llesse @ 890.000 457.000 In Service The Toledo Edison Company
Perry Urut "I @ 1,205.000 375.000 19S4 The Illuminating

Unit "2 1.205.000 375.000 19S8 Company
lleaver Valley Unit "I @ S33,000 -0- In Service Duquesne

Unit "2 833.000 204.000 1986 Light Company

9 Coal Fired @ Nuclear
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