Application for
Operating License for

Beaver Valley Power Station = Unit No. 2

GENERAL INFORMATION SECTION

AFFIDAVIT

COMMONWEALTH OF PENNSYLVANIA

COUNTY OF ALLEGHENY

On this 15th day of December, 1982, before me, a Notary Public in
and for said Commonwealth and County, personnally appeared E. J, Woolever,
who being duly sworn, deposed and said that (1) he is Vice President of
Duquesne Light, (2) he is duly authorized to execute and file this infor-
mation and report on behalf of said Company, 3) he is a duly authorized
agent for Ohio Edison Company, The Cleveland Electric Illuminating Company,
and the Tcledo Edison Company, and 4) the statements set forth in the report

are true and correct to the best of his knowledge, information, and belief.

EG W crrlon

{/Woolever - Vice President
Nuclear Construction

Sworn to and subscribed before me the day and year aforesaid.
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Before the
UNITED STATES NUCLEAR REGULATORY COMMISSION

Docket No. 50-412

In the Matter of
DUQUESNE LIGHT COMPANY, OHIO EDISON COMPANY,

THE CLEVELAND ELECTRIC ILLUMINATING COMPANY,
and THE TOLEDO EDISON COMPANY

Application for
Operating License for
Beaver Valley Power Station - Unit No. 2

Consisting of:

General Information Section

Final Safety Analysis Report (under
separate cover)

Environmental Report - Operating
License Stage (under separate cover)

Date: December

IS,




Application for Utilization Facility
Operating License

General Information

Names and Addresses of Applicants

a. DUQUESNE LIGHT COMPANY
301 Grant Street
Pittsburgh, Pennsylvania 15219

OHIO EDISON COMPANY
76 South Main Street
Akron, Ohio 44308

THE CLEVELAND ELECTRIC ILLUMINATING COMPANY
Post Office Box 5000
Cleveland, Ohio 44101

THE TOLEDO EDISON COMPANY
300 Madison Avenue
Toledo, Ohio 43652

Duquesne Light Company, Ohio Edison Company, The Cleveland Electric
Illuminating Company, and The Toledo Edison Company share undivided
ownership of the utilization facility, known as the Beaver Valley
Power Station-Unit No. 2. Together, the four electric power companies
have a total installed net demonstrated generating capacity of
14,700,430 kilowatts as of December 31, 1982, and serve a population
of 6,525,000 in a service area of about 12,472 square miles in western
Pennsylvania, northwestern, northeastern, and central Ohio, the

details of which are as follows:

Net
Demonstrated
GCenerated Size
bility (KW) Population (Square Miles)

Duquesne Light
Company ), 169,000 1,430,090 800

Ohio Edison
Company 5,077,430 2,495,000




Net
Demonstrated
Generated Size
Capability (KW) Population (Square Miles)

The Cleveland Elec-
tric Illuminating
Company 4,716,000 1,850,000 1,700

The Toledo Edison
Company 1,738,000 750,000 2,500

Duquesne Light Company has complete responsibility for the design,
installation, construction, operation, and maintenance of the Beaver
Valley Power Station-Unit No. 2 and for the prosecution of this

application and all related licensing activities and proceedings
before the Nuclear Regulatory Commission. Duquesne Light Company,
Ohio Edison Company, The Cleveland Electric Illuminating Company, and
The Toledo Edison Company are not acting as the agent or represen-

tative of any other persons in filing this application.

Description of Business and Organization of Applicants

Duquesne lLight Company is a public utility incorporated under the

laws of the Commonwealth of Pennsylvania and is engaged in the

generation, transmission, distribution, and sale of electricity

in the City of Pittsburgh and municipalities in Allegheny and
Beaver Counties, Pennsylvania,. Duquesne Light Company sells
directly to customers in 148 municipalities in Pennsylvania and
provides wholesale power to one municipality in Pennsylvania,

Duquesne Light Company is not owned, controlled, or dominated by
an alien, foreign corporation, or foreign government. The names
and business addresses of Duquesne Light Company's directors and
principal officers, all of whom are citizens of the United

t.ates, are as follows:




Henry G. Allyn, Jr.
THE PITTSBURGH AND
LAKE ERIE RAILROAD
COMPANY

Terminal Building
Pittsburgh, PA 15219

John M. Arthur
DUQUESNE LIGHT COMPANY
One Oxford Centre

301 Grant Street
Pittsburgh, F° 15219

C. M. Atkinson
DUQUESNE LIGHT COMPANY
One Oxford Centre

301 Grant Street
Pittsburgh, PA 15279

Doreen E. Boyce

THE BUHL FOUNDATION
Four Gateway Center
Pittsburgh, PA 15222

John M. Arthur
Chairman of the Board
and Chief Executive
Officer

One Oxford Centre

301 Grant Street
Pittsburgh, PA 15279

Stanley G. Schaffer
President

One Oxford Centre
301 Grant Street
Pittsburgh, PA 15279

Charles M. Atkinson
Vice President-Fiscal
One Oxford Centre

301 Grant Street
Pittsburgh, PA 15279

Roger D. Beck

Vice President-Engi-
neering & Construction
One Oxford Centre

301 Grant Street

Directors

John H. Demmler
REED SMITH SHAW &
McCLAY

Box 2009

Pittsburgh, PA 15230

William H. Knoell

CYCLOPS CORPORATION
650 Washington Road
Pittsburgh, PA 15228

Sigo Falk

HEALTH SYSTEMS AGENCY
OF SOUTHWESTERN PENN-
SYLVANIA

Centre City Towers
650 Smithfield Street
Pittsburgh, PA 15222

Officers

John J. Carey

Vice President-Nuclear
One Oxford Centre

301 Grant Street
Pittsburgh, PA 1,279

Clifford N. Dunn
Vice President-Opera-
tions

One Oxford Centre

301 Grant Street
Pittsburgh, PA 15279

William F., Gilfillan, Jr.

Vice President-Customer
Service

One Oxford Centre

301 Grant Street
Pittsburgh, PA 15279

George 1. Rifendifer
Vice President-General
Services

One Oxford Centre

301 Grant Street

Christian G. Lantzsch
MELLON BANK, N.A.
Mellon Square
Pittsburgh, PA 15230

Stanley C. Shaffer
DUQUESNE LIGHT COMPANY
One Oxford Centre

301 Grant Street
Pittsburgh, PA 15279

Eric W. Springer
HORTY, SPRINGER &
MATTERN

4614 Fifth Avenue
Pittsburgh, PA 15213

E. J. Woolever

Vice President-Nuclear
Construction

Robinson Plaza II
Suite 210

Pittsburgh, PA 15205

James 0. Ellenberger
Controller

One Oxford Centre
301 Grant Street
Pittsburgh, PA 15279

Ronald G. Males
Treasurer

One Oxford Centre
301 Grant Street
Pittsburgh, PA 15279

Thomas Welfer, Jr.
Secretary

One Oxford Centre
301 Grant Street
Pittsburgh, PA 15279



Ohio Edison Company is a public utility incorporated under the

laws of the State cof Ohic and is engaged principally in the gen-
eration, transmission, distribution, and sale of electricity in
northeastern and central Ohio. Ohio Edison Company sells
directly to customers in 528 communities and in rural areas and

supplies electric energy for resale to 21 municipalities.

Ohio Edison Company is not owned, controlled, or dominated by an
alien, foreign corporation, or foreign government. The names and
business addresses of Ohio Edison Company's directors and princi-

pal officers, all of whom are citizens of the United States, . ?

as follows:

Donald Blasius

THE TAPPAN COMPANY
Tappan Park
Mansfield, OH 44901

Joseph S. Davis
THE M. O'NEIL COMPANY
266 South Main Street
Akron, OH 44308

W. A. Derrick
Post Office Box 2394
Sandusky, OH 44870

Lucille G. Ford
Ashland College
Ashland, OH 44805

Directors

Robert L. Loughhead

D. W. Tschappat

COPPERWELD STEEL COMPANY OHIO EDISON COMPANY

4000 Mahoning Avenue
Warren, OH 44483

Glenn H. Meadows
McNEIL CORPORATION
666 West Market Street
Akron, OH 44303

John Nelson
COMMERCIAL SHEARING,
INC.

1775 Logan Avenue
Youngstown, OH 44505

V. A. Owoc

OHIO EDISON COMPANY
76 South Main Street
Akron, Od 44308

J. T. Rogers, Jr.
OHIO EDISON COMPANY
76 South Main Street
Akron, OH 44308

76 South Main Street
Akron, OH 44308

Frank C. Watson

THE YOUNGSTOWN WELDING
& ENGINEERING COMPANY
3700 Oakwood Avenue
Youngstown, OH 44509

William C. Zekan

A. SHULMAN, INC.

3550 West Market Street
Akron, OH 44313

R. G. Zimmerman
OHIN EDISON COMPANY
76 South Main Street
Akron, OH 44308



J. T. Rogers, Jr.
President

76 South Main Street
Akron, OH 44308

V. A. Owoc

Executive Vice fresident

76 South Main Street
Akron, OH 44308

D. W. Tschappat
Executive Vice
President

76 South Main Street
Akron, OH 44308

Lynn Firestone
Senior Vice President
76 South Main Street
Akron, OH 44308

R. J. McWhorter
Senior Vice President
76 South Main Street
Akron, OH 44308

R. G. Zimmerman
Senior Vice President
76 South Main Street
Akron, OH 44308

Officers

David R. Gundry
(effective 2/1/83)
Senior Vice President
76 South Main Street
Akron, OH 44308

Russell J. Spetrino
Vice President and
General Counsel

76 South Main Street
Akron, OH 44308

F. E. Derry

Vice President

76 South Main Street
Akror, OH 44308

C. W. Frederickson
Vice President

76 South Main Street
Akron, GH 44308

D. J. List

Vice President

76 South Main Street
Akron, OH 44308

Ronald D. Best

Vicz President

76 South Main Street
Akron, OH 44308

Jwmes D. Wilson

Vice President

76 South Main Street
Akron, OH 44308

W. A. Daniels
Comptroller

76 South Main Street
Akron, OH, 44308

G. F. LaFlame
Secretary

76 South Main Street
Akron, OH 44308

H. P. Burg
Treasurer

76 South Main Street
Akron, OH 44308

The Cleveland Electric Illuminating Company is a public utility

incorporated under the laws of the State of Ohio and is engaged

principally in the generation, transmission, distribution, and

sales of electricity in northeastern Ohio. The Cleveland

Electric Illuminating Company sells directly to customers in the

City of Cleveland and 88 other municipalities and surrounding

territories.

The Cleveland Electric Illuminating Company is not owned,

controlled, or dominated by an alien, foreign corporation, or

foreign government. The names and business addresses of The
Cleveland Electric Illuminating Company's directors and principal
officers, all of whom are citizens of the United Statee, are as

follows:




Leigh Carter
TREMCO, INC.

10701 Shaker Blvd.
Cleveland, OH 44104

Robert M. Ginn

THE ILLUMINATING
COMPANY

55 Public Square
Cleveland, OH 44113

Roy H. Holdt

WHITE CONSOLIDATED
INDUSTRIES, INC.
11770 Berea Road
Cleveland, OH 44111

John Lansdale, Jr.
SQUIRE, SANDERS &
DEMPSEY

21 Dupont Circle, NW
Washington, DC 20036

Robert M. Ginn
President

55 Public Square
Cleveland, OH 44113

Richard A. Miller
Executive Vice
President

55 Public Square
Cleveland, OH 44113

Harold L. Williams
Executive Vice
President

55 Public Square
Cleveland, OH 44113

Directors

Richard A. Miller
THE ILLUMINATING
COMPANY

55 Public Square
Cleveland, OH 44113

Karl H. Rudolph

THE ILLUMINATING
COMPANY

55 Public Square
Cleveland, OH 44113

Craig R. Smith

THE WARNER & SWASEY
COMPANY

11100 Cedar Road
Cleveland, OH 44106

Charles E. Spahr
1901 Terwinal Tower
Building

Cleveland, OH 44113

Officers

Dalwyn R. Davidson
Senior Vice President
55 Public Square
Cleveland, OH 44113

John J. Misic

Vice President~
Distribution & Services
55 Public Square
Cleveland, OH 44113

Edgar H. Maugans
Vice President~
Finance

55 Public Square
Cleveland, OH 44113

Herbert E. Strawbridge
THE HIGBEE COMPANY

100 Public Square
Cleveland, OH 44113

Richard B. Tullis
HARRIS CORPORATION
Melbourne, FL 32919

Harold L. Williams
THE ILLUMINATING
COMPANY

55 Public Square
Cleveland, OH 44113

Alan D. VWright

Vice President-Public
Affairs & Legal

55 Public Square
Cleveland, OH 44113

Murray R. Edelman
Vice President-
Nuclear Group

55 Public Square
Cleveland, OH 44113




Edgar H. Maugans
Vice President~
Finance

55 Public Square
Cleveland, OH 44113

R. J. Farling

Vice President
Administrative Services
55 Public Square
Cleveland, OH 44113

John W. Fenker

Vice President

Power Supply

55 Public Square
Cleveland, OH 44113

Frank A. Kender

Vice President
Marketing

55 Public Square
Cleveland, OH 44113

E. Lyle Pepin
Secretary

55 Public Square
Cleveland, OH 44113

Janis T. Percio
Assistant Secretary
55 Public Square
Cleveland, OH 44113

Larry K. Leonard
Assistant Secretary
55 Public Square
Cleveland, OH 44113

Andr2w R. Felmer
Treasurer

55 Public Square
Cleveland, OH 44113

Richard C. Horning
Assistant Treasurer
55 Public Square
Cleveland, OH 44113

Delores Hargrove
Assistant Treasurer
55 Public Square
Cleveland, OH 44113

William B. Kinde
Assistant Treasurer
55 Public Square
Cleveland, OH 44113

Charles C. Chopp
Controller

55 Public Square
Cleveland, OH 44113

the laws of the State of Ohio and is engaged principally in the

generation, trai'smission, distribution, and sale of electricity

in northwestern Ohio. The Toleuu Edison Company sells directly
to customers in 49 incorporated municipalities and in rural areas
and provides wholesale power to 13 municipalities and one rural

electric cooperative,

The Toledo Edison Company is not owned, controlled, or dominated
by an alien, foreign corporation, or foreign government. The
names and business addresses of The Toledo Edison Company's
directors and principal officers, all of whom are citizens of the

United States, are as follows:

Directors

Richard P. Anderson
1200 Dussel Drive
Maumee, OH 43537

Richard P. Crouse
THE TOLEDO EDISON
COMPANY

300 Madison Avenue
Toledo, OH 43652

Elwoocd L. Elberson
Post Office Box 388
Defiance, OH 43512

Robert H. Davies
Post Office Box 1035
Toledo, OH 43666

Samuel G. Carson
Summit & Madison
Avenue

Toledo, OH 43602

Stanley W. Gustafson
Post Office Box 1000
Toledo, OH 43697




Wendell A. Johnson
THE TOLEDO EDISON
COMPANY

300 Madison Avenue
Toledo, OH 43652

Marvin S. Kobacker
Post Office Box 1508
Central Station
Toledo, OH 43603

Isabel F. Martin
One Stranahan Square
Toledo, OH 43604

Jehn P. Williamson
Chairman of the Board
& Chief Executive
Officer

300 Madison Avenue
Toledo, OH 43652

Wendell A. Johnson
President and Chief
Operating Officer
300 Madison Avenue
Toledo, OH 43652

Richard P. Crouse
Vice President

Nuc lear

300 Madison Avenue
Toledo, OH 43652

John R. Dyer

Vice Presidenrt
Public Relations
300 Madison Avenue
Toledo, OH 43652

Donald G. Nicholson
THE TOLEDO EDISON
COMPANY

300 Madison Avenue
Toledo, OH 43652

Henry A. Page, Jr.
MEDICAL COLLEGE OF
OHIO AT TOLEDO

3000 Arlingzton Avenue
Toledo, OH 43614

Lyman C. Phillips
THE TOLEDO EDISON
COMPANY

300 Madison Avenue
Toledo, OH 43652

Officers

Frank W. Keith
Vice President
Administration

300 Madison Avenue
Toledo, OH 43652

David A. Nelson

Vice President
Administrative Service
300 Madison Avenue
Toledo, OH 43652

Donald G. Nicholson
Vice President
Finance

300 Madison Avenue
Toledo, OH 43652

Lyman C. Phillips
Vice President
Corporate Development
300 Madison Avenue
Toledo, OH 43652

Lowell E. Roe

Vice President
Energy Supply

300 Madison Avenue
Toledo, OH 43652

Williard I. Webb, III
Post Office Box 1688
Toledo, OH 43603

John P, Williamson
THE TOLEDO EDISON

COMPANY

300 Madison Avenue
Toledo, OH 43652

Robert G. Wingerter
811 Madison Avenue
Toledo, Ohio 43695

David K. Zaski
Vice President
Customer Services
300 Madison Avenue
Toledo, OH 43652

Stratman Cooke
Secretary

300 Madison Avenue
Toledo, OH 43652

Donald H. Saunders
Treasurer

300 Madison Avenue
Toledo, OH 43652

Paul G. Busby
Controller

300 Madison Avenue
Toledo, OH 43652




3.

Class and Period of License Requested

Applicants request a class 103 operating license for a period of 40
years from date of issuance of the operating license, authorizing
Duquesne Light Company to operate the utilization facility described

in Item 5 below.

Additional Licenses Requested

Applicants request such additional source, special nuclear, and by-
product material licenses as may be necessary and appropriate to the

operation of the facility,

Description and Use of Facility

The Beaver Valley Power Station-Unit No. 2 is a nuclear electric
generating plant with a pressurized water reactor generating system,
with a rated core thermal power of 2660 MWt and a design power of 2774
MWt. The corresponding unit gross electrical outputs are 894 MWe and
923 MWe.

The Beaver Valley Power Station-Unit No. 2, is located on the southern
shore of the Ohio River in Beaver County, Pennsylvania, approximately
22 miles northwest of Pittsburgh and 5 miles east of East Liverpool,
Ohio.

Details concerning the plant and site are contained in the Environ-
mental Report - Operating License Stage, and in the Final Safety
Analysis Report (FSAR), both of which are submitted under separate

cover and which constitute parts of this application.



Financial Qualifications

Applicants are electric utilities within the meaning of 10 CFR
Section 50.2(x) and therefore are not required to submit financial

qualification information. 10 CFR Section 50.33(f£)(1).

Technical Qualifications

A description of the technical qualifications of Duquesne Light Com-
pany and its principal contractors is contained in Chapters 1 and 13
of the FSAR. A description of Duquesne Light Company's training

program is contained in Chapter 13 of the FSAR.

Regulatory Agencies

One or more regulatory agencies and municipalities may have
jurisdiction over the respective rates and services of the Appli-
cants incident to the generation and distribution of electrical
energy from the utilization facility for which a class 103
license is requested herein, The names and addresses of such
agencies and the names of such municipalities are set forth in

the attached Appendices A through D.

Trade and News Publications

The lists of trade and news publications which are in general
circulation in the respective service areas of the Applicants and
which are considered appropriate to give reasonable notice of
this Application to those municipalities, private utilities,

public bodies, and cooperatives which have a potential interest

in the utilization facility are set forth in Appeandices E through

I.




10.

Security Agreement

The Application does not contain any Restricted Data or other defense
information. Applicants agree that they will not permit any indi-
vidual to have access to Restricted Data until the Civil Service Com-
mission shall have made an investigation and report to the Nuclear
Regulatory Commission on the character, associations, and loyalty of
such individual, and the Nuclear Regulatory Commission shall have
determined that permitting such person to have access to Restricted

Data will not endanger the common defense and security.

Communications

Duquesne Light Company, on behalf of itself, Ohio Edison Company, The
Cleveland Electric Illuminating Company, and the Toledo Edison Com-
pany, will hereafter submit all further information required in con-
nection with this Application. Applicants requested that all ccmmuni-

cations pertaining to this Application be sent to:

Earl J. Woolever

Vice President-Nuclear Construction
Robinson Plaza II, Suite 210
Pittsburgh, PA 15205

In addition, it is requested that copies of each communication be sent

to Duquesne Light Company's Washington counsel:

Gerald Charnoff, Esquire

Jay E. Silberg, Esquire

Shaw, Pittman, Potts and Trowbridge
1800 M Street, NW

Suite 900 South

Washington, DC 20036



Duquesne Light Company

o QL Wik

Bs Je \ﬁoolover - Vice President
Nuclear Construction

Sworn to and subscribed before me, this 15th day of

December , 1982.

iz 2. Vsl

(/ Notary Public

My Commission Expires




Ohioc Edison Company

\LM/Z:V\ : /Zr 4 . \p
O I

Sworn to and subscribed before me, this / g tﬁ/ day c&

Notary Public

My Commission Expires:




The Cleveland Electric

Illuminating fonpany
By __ﬁ [y &L‘t
Dalwyp/ R. Davidson

Vice President, System Engineering
and Construction Group

Sworn to and subscribed before me, this ,22 day of

Y/ |, 1982,

WILLIAM J, KERNER Atlor-sy
NOTARY PUBLIC - TA, ¢ CF CHID

. s . My commission has n i, oa date
My Commission Expires: Secromtr T



The Toledo Edison Comparn

By 43411441 /@ détg«d-“‘

L\aan C. Phillips
Vice President, Corporate

Planning and Development

Sworn to and subscribed before me, this 33 day of

Docordrer . 1982,

GGT—AW BJ)M

Notary Public

STEPHEN B. MOSIER
ATTORNEY AT LAW
My Commission Expires: Notary Public, State of Ohio
My commission has no expiration da!
Section 147.03 R.C. )




APPENDIX A

Duquesne Light Company
Regulatory Agencies Having Jurisdiction Over Rates and Services

Federal Energy Regulatory Commission
825 North Capitol Street, NE
Washington, DC 20426

Pennsylvania Public Utility Commission
Post Office Box 3265
Harrisburg, PA 17120



APPENDIX B

Ohio Edison Company
Regulatory Agencies Having Jurisu..cion Over Rates and Services

Federal Energy Regulatory Commission
825 North Capitol Street, NE
Washington, DC 20426

The Public Utilities Commission of Ohio
375 South High Street
Columbus, OH 43215

The following Municipalicies:



Akron Division
Akron

Aurora

Barberton

Boston Heights
Brady Lake
Briarwood Beach
Broadview Heights¥*
Brunswick
Chippewa-On-The-Lake
Clinton
Cayahoga Falls¥*
Doylestown
Fairlawn
Glenwillow
Gloria Glens Park
Hartville

Kent

Lakemore
Macedonia
Mantua

Medina

Mogadore

Munroe Falls
“orth Royalton¥
Northfield
Norton

Oakwood*
Peninsula
Ravenna
Reminderville
Richfiel”

Silver Lake
Solon

Stow
Streetsboro
Strongsville*
lugar Bush Knolls
Tallmadge
Twinsburg
Wadsworth
Walton Hills¥*
Westfield Center

Bay Division

Bay View
Bellevue
Castalia
Huron
Marblehead
Milan

North Fairfield
Norwalk

Port Clinton
Put-In-Bay
Sandusky

Lake Erie Division

Amberst*

Avon*

Berlin Heights
Elyria
Grafton¥*
Kipton
LaGrange
Lorain

Morth Ridgeville
Oberlin¥*
Olmstead Falls
Sheffield
Sheffield Lake
South Amherst
Vermilion
Wakeman

Mansfield Division

Ashland
Butler
Crestline
Hayesville
Jeromesville
Loudonville
Mansfield
Mifflin
Ontario
Perrysville
Polk



Marion Division
Ashley
Caledonia
Cardington
Chesterville
Delawvare
Dublin¥

Edison

Green Camp
Magnetic Springs
Marion

Mt. Gilead
¥.ain City
Richwood
Shawnee Hills

Springfield Division

Warren Division
Cortland
Garrettsville
Hiram

Lordstown
Newton Falls¥*
Warren

West Farmington
Windham

Youngstown Division

Catawba
Donnelsville
Enon

Fairborn*
Lavrenceville
London

North Hampton
Springfield
Tremont

West Jefferson¥*

Stark Division
Alliance
Beloit
Brewster
Canal Fulton
Creston
Dalton
Limaville
Massillon
Meyers Lake
Navarre
Rittman
Sebring

*Only partially served.

Andover
Campbell
Canfield
Columbiana*
Craig Beach
East Palestine
Girard
Hanoverton
Hubbard#*
Leetonia
Lisbon
Lowellville
McDonald

New Middletown
New Waterford
Orangeville
Poland

Rogers

Salem
Struthers
Washingtonville
Yankee Lake
Youngstown




APPENDIX C

A
The Cleveland Electric Illuminating Company
Regulatory Agencies Having Jurisdiction Over Rates and Seivices
s Federal Energy Regulatory Commission
825 North Capitol Street, NE
Washington, DC 20426
2. The Public Utilities Commission of Ohio
361 E. Broad Street
Columbus, OH 43215
3. The following Municipalities:
CUYAHOGA COUNTY
<L/ City of Ray Village City of Maple Heights
City of Beachwood Village of Mayfield
City of Bedford City of Mayfield Heights
City of Bedford Heights City of Middleburg Heights
Village of Bentleyville Village of Moreland Hills
City of Berea Village of Newburgh Heights
Village of Bratenahl . City of North Olmsted
City of Brecksville Village of North Randill
City of Broadview Heights City of Norta Royalton
City of 3Srook Park Village of Oakwood
City of Brooklyn Village of Olmsted Falls
Village of Brooklyn Heights Village of Orange
Village of Chagrin Heights City of Parma
City of Cleveland City of Parma Heights
City of Cleveland Heights City of Pepper Pike
Village of Cuyahoga Heights City of Richmond Heights
City of East Cleveland City of Rocky River
City of Euclid City of Seven Hills
City of Fairview Park City of Shaker Heights
City of Garfield Heights City of Solon
Village cf Gates Mills City of South Euclid
Village of Glenwillow City of Strongsville
City of Highland Heights City of Univeisity Heights
Village of Hunting Valley Village of Valley View
i City of Independence Village of Wulton Hills
( City of Lakewood City of Warrensville Heights
; Village of Linndalw: City of Westlake

City of Lyndhursr Village of Woodmere



LAKE COUNTY

City of Eastlake Village of North Perry
Village of Fairport Harbor Village of Perry

Village of Grand River Village of Timberlake
City of Kirtland Village of Waite Hill
City of Kirtland Hills City of Wickliffe
Village of Lakeline City of Willoughby
Village of Madison City of Willowick

City of Mentor City of Willoughby Hills
City of Mentor-on-the-Lake

GEAUGA COUNTY

Village of Aquilla Village of Middlefield
Village of Burton Village of South Russell
Village of Chardon

LORAIN COUNTY

Avon City of North Ridgeville
Avon Lake

ASHTABULA COUNTY

City ot Ashtabula Village of Jefferson

City of Conneaut Village of North Kingsville
City of Geneva Village of Orwell

Village of Geneva-on-the-Lake Village of Rock Creek




APPENDIX D

The Toledo Edison Company
Regulatory Agencies Having Jurisdiction Over Rates and Services

Federal Energy Regulatory Commission
825 North Capitol Street, NE
Washington, DC 20426

The Public Utilities Commission of Ohio
375 South High Street
Columbus, OH 43215

The following Municipalities:




Alvordton
Archbold
Berkey
Blakeslee
Burgoon

Clay Center
Clyde
Defiance
Delta

Edon

Fayette
Gibsonburg
Grand Rapids
Green Springs
Hamler
Harbor View
Helena

Holgate
Holland

Jerry City
Liberty Center
Lindsey

Luckey

Lyons

Maumee

McClure
Metamora
Millbury
Milton Center
New Bavaria
Ney
Northwood
Oregon
Ottawa Hills
Perrysburg
Risingsun
Rocky Ridge
Rossford
Stryker
Swanton
Sylvania
Toledo
Walbridge
Waterville
Wauseon
Wayne
Weston

Watt Unity
Whitehouse




APPENDIX E

List of Trade Publications

Atoric Industrial Forum, Inc.

Electrical Light & Power

Electrical Week

Electrical World

Nuclear Assurance Corporation

Nuclear Industry

Nuc lear News

Nucleonics

Power Engineering

Public Utilities Fortnightly

ADDRESS

Public Affzirs & Information Program
7101 Wisconsin Avenue, Suite 605

Washington, DC 20014

221 Columbus Avenue
Boston, MA 02116

1221 Avenue of the Americas
New York, NY 10020

330 West 42nd Street
New York, NY 100356

Librarian
24 Executive Park West
Atlanta, GA 30329

475 Park Avenue South
New York, NY 10016

244 Ogden Avenue
Hinsdale, IL 60521

13T W, 42nd Street
New York, NY 10036

Technical Publishing Company
1301 S. Grove Avenue
Barrington, IL 60010

Suite 502
1828 L Street, NW
Washington, DC 20036




APPENDIX F

Duquesne Light Company

List of News Publications in Service Area

PITTSBURGH PRESS
34 Blvd, of the Allies
Pittsburgh, PA 15222

PITTSBURGH POST-GAZETTE
50 Blvd. of the Allies
Pittsourgh, PA 15222

BEAVER COUNTY TIMES
Box 400
Beaver, PA 15009

McKEESPORT DAILY NEWS
Post Office Box 128
McKeesport, PA

NEW YORK TIMES
299 West 43rd Street
New York, NY 10036

WALL STREET JOURNAL
One Oliver Plaza
Suite 208
Pittsburgh, PA 15222

USA TODAY
Post Office Box 500
Washington, DC 20044

VALLEY NEWS DISPATCH
210 Fourth Avenue
Tarentum, PA 15084

DAILY TRIBUNE

335 East Mall Boulevard
Expo Mart

Monroeville, PA 15146

EVENING REVIEW
210 East Fourth Street
East Liverpool, OH 43920

GREENSBURG TRIBUNE
REVIEW

Cabin Fill Drive
Greensburgh, PA 15601




APPENDIX G

OHIO EDISON COMPANY - List of News
Pubications in Service Area

AKRON DIVISION

AKRON BEACON JOURNAL
44 E. Exchange St.
Akron, OH 44328

MEDINA COUNTY GAZETTE
885 W. Liberty St.
Medina, OH 44256

RECORD COURIER

124 N. Chestnut St.
Ravenna, OH 44266

BAY DIVISION

BELLEVUE GAZETTE
Gazette Building
Bellevue, OH 44811

NORWALK REFLECTOR
61 E. Monroe
Norwalk, OH 44857

PORT CLINTON NEWS
114 E. Fifth St.
Port Clinton, OH 43452

SANDUSKY REGISTER

314 W. Market
Sandusky, OH 44870

LAKE ERIE DIVISION

CHRONICLE-TELEGRAN
225 East Ave.
Elyria, OH 44035

THE JOURNAL
1657 Broadway
Lorain, OH 44052

MANSFIELD DIVISION

ASHLAND TIMES-GAZETTE
40~-46 E. Second St.
Ashland, OH 44805

NEWS JOURNAL

70 W. Fourth St.
Mansfield, OH 44902

MARION DIVISION

MARION STAR
150 Court Street
Marion, OH 43302

GALION INQUIRER
N. Market St.
Galion, OH 448133

DELAWARE GAZETTE

18 E. William St.
Delaware, OH 43015

SPRINGFIELD DIVISION

THE MADISON PRESS
30 S. Oak St.
London, OH 43140

SPRINGFIELD NEWS-SUN
202 N. Limestone St.
Springfield, OH 45501

FAIRBORN DAILY HERALD
One Herald Square
Fairborn, OH 45324



STARK DIVISION

ALLIANCE REVIEW
40 S. Linden Ave.
Alliance, OH 46601

EVENING INDEPENDENT
50 North St.
Massillon, OH 44646

THE DAILY RECORD

212 E. Liberty St.
Wooster, OH 44691

WARREN DIVISION

WARREN TRIBUNE-CHRONICLE
240 Franklin St.
Warren, OH 44482

THE DAILY TIMES
35 W. State St.
Niles, OH 44446

YOUNGSTOWN DIVISION

THE MORNING JOURNAL
308 W. Maple St.
Lisbon, OH 44432

THE STAR BEACON
4626 Park Ave.
Ashtabula, OH 44004

THE SALEM NEWS
161 N. Lincoln
Salem, OH 44460

YOUNGSTOWN VINDICATOR
Vindicator Square &
W. Boardman
Youngstown, OH 44501

SHARON HERALD
S. Dock St.
Sharon, PA 16146
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APPENDIX H

The Cleveland Electric Illuminating Company
List of News Publications in Service Area

CUYAHOGA COUNTY

THE PLAIN DEALER
1801 Superior Ave.
Cleveland, OH 44114

LAKE COUNTY

THE NEWS HERALD

38879 Mentor Ave.
Willoughby, OH 44094
PAINESVILLE TELEGRAPH

84 N. State St.
Painesville, OH 44097

GEAUGA COUNTY

THE PLAIN DEALER
1801 Superior Ave.
Cleveland, OH 44114

GEAUGA TIMES-LEADER
111 Water St.
Chardon, OH 44024

ASHTABULA COUNTY

ASHTABULA STAR BEACON
4626 Park Ave.
Ashtabula, OH 44004

CONNEAUT NEWS HERALD
182 Broad St.
Conneaut, OH 44030

GENEVA FREE PRESS

23 S. Forest St.
Geneva, OH 44041

LORAIN COUNTY

ELYRIA CHRONICAL TELEGRAM

225 East Avenue
Elyria, OH 44035

LORAIN JOURNAL
1657 Broadway
Lorain, OH 44052



List of

APPENDIX I

The Toledo Edison Company
News Publications in Service Area

THE ADVANCE REPORTER
1C6 N. Defiance
Strykcr, OH 43557

ANTHONY WAYNE HERALD
4444 W, Alexis Rd.
Toledo, OH 43623

ARCHBOLD BUCKEYE
207 N. Defiance
Archbold, OH 43502

BG NEWS-GSU
104 University Hall
Bowling Creen, OH 43403

THE BELLEVUE GAZETTEL
107 N. Sandusky St.
Gazette Bldg.
Bellevue, OH 44811

THE BLADE ~
541 Superior St.
Toledo, OH 43660

BOWLING GREEN
SENTINEL-TRIBUNE

Post Office Box 88
Bowling Green, OH 43402

BRYAN TIMES
121 S. Walnut St.
Bryan, OH 43506

CATHOLIC CHRONICLE
Post Office Box 1866
(1933 Spielbusch)
Toledo, OH 43603

CHRONICLE-TELEGRAM
225 East Ave.
Elyria, OH 44035

CLYDE ENTERPRISE
Post Office Box 29
Clyde, OH 43410

THE COLLEGIAN-U OF T

2801 W. Bancroft
Toledo, OH 43606

CONNECTIONS
Post Office Box 113
Toledo, OH 43694

COMMUNITY MIRROR
113 W. Wayne St.
Maumee, OH 43537

CONSUMERS GUIDE

4037 Monroe St.

Suite #1

Toledo, OH 43606

DELTA ATLAS
212-1/2 Main St.
Delta, OH 43515

DEFIANCE CRESENT
-NEWS

Second & Perry Sts.
Defiance, OR 43512

EDON COMMERCIAL
N. Michigan St.
Edon, OH 43518

EDGE TON EARTH
Edgerton, OH 43517

FAYETTE REVIEW
118 W. Main St,
Fayette, OH 43521

FREMONT NEWS MESSENGER
1170 Cedar St.
Fremont, OH 43420

FULTON COUNTY EXPOSITOR
201 N. Fulton
Wauseon, OH 43567

LIBERTY CENTER PRESS
511 East St.
Liberty Center, OH 43532

LORAIN JOUPNAL
1657 Broadway
Lorain, OH 44052

MAUMEE VALLEY HERALD
4bbh4 W, Alexis Rd.
Toledo, OH 43623

MONTPELIER LEADER-
ENTERPRISE

31y W. Main St.
Montpelier, OH 43543

NEWS HERALD
115 W. Second St.
Port Clinton, OH 43452

NORTHWEST-SIGNAL
Route 474 East

Post Office Box 567
Napoleon, OH 43545

OTTAWA COUNTY EXPONENT
106 Locust St.
Oak Harbor, OH 43449

PERRYSBURG MESSENGER
-JOURNAL

229 W. Sixth St.
Perrysburg, OH 43551



THE POINT AND SHORELAND

JOURNAL

Post Office Box 5166
(5108 N. Summit St.)
Toledo, OH 43611

POINT PLACE HERALD
4444 W, Alexis Rd.
Toledo, OH 43623

ROSSFORD RECORD
Post Office Box 106
Perrysburg, OH 43551

SANDUSKY REGISTER
314 W. Market St.
Sandusky, OH 44870

THE SUBURBAN PRESS
Post Office Box 550
Genoa, OH 43430

SWANTON ENTERPRISE
97 N. Main St.
Swanton, OH 43558

SYLVANIA SENTINEL
HERALD

4bL4s W. Alexis Rd.
Toledo, OH 43623

TOLEDO BUSINESS NEWS
Toledo Area Chamber
of Commerce

218 Huron St.
Toledo, OH 43604

TOLEDO UNION JOURNAL
2300 Ashland Ave.
Toledo, OH 43620

THE VILLAGE VOICE
3463 Woodley Rd.
Toledo, OH 43623

WEST TOLEDO HERALD
4444 W. Alexis Rd.
Toledo, OH 43623






The Challenge: Energy for the New Pittsburgh

On the cover is Pittsburgh, the heart
of Duquesne Light's service area.
Ranked as one of the most liveable
cities in the country, Pittsburgh is in
the midst of Renaissance |l, a mas-
sive program of new construction and
renovation. This huge urban redevel-
opment activity is indicative of the
vitality of Duquesne’s service area
and its increasing demand for electric
energy
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New Director

At the Company's April 21, 1981
Stockholders’ Meeting, Mr. Henry G
Allyn, Jr. was elected to the Board of
Directors. Mr. Allyn is President and
Chief Executive Officer of The Pitts-
burgh and Lake Erie Railroad
Company

Director Retires

On August 19, 1961, Philip A. Fleger
resigned as a Director of the Com-
pany. Mr. Fleger was Chairman of the
Board and Chief Executive Officer of
the Company from 1950 to 1968 and
was a Director of the Company for 42
years. The employees, Directors and
officers of the Company appreciate
the many years that Mr. Fleger so
capably served the Company

Board of Directors

John M. Arthur §

Chairman of the Board and Chief Executive
Officer of the Company

Stanley G. Schaffer
President of the Company

Charles M. Atkinson
Vice President—Fiscal of the Company

Henry G. Allyn, Jr.*t A

President and Chief Executive Officer of The
Pittsburgh and Lake Ene Railroad Company

Doreen E. Boyce*$
Director, The Buhl Foundation

John H. Demmiler $
Partner, Reed Smith Shaw & McClay
Attorneys-at-Law

Sigo Falk*
Associate Director, Health Systems Agency
of Southwestern Pennsylvania

Left to nght: John H. Demmler; Doreen E. Boyce; Enc W. Springer; John M. Arthur

Philip A. Fleger t ®

Retirad Chairman of the Board and Chief
Executive Officer of the Company

William H. Knoell 1

President and Chief Executive Officer of
Cyclops Corporation (principally a producer
of steel and fabnicated stesl products)

G. Christian Lantzsch*t
Vice Chairman of Mellgn Bank, N.A. and Mellon
National Corporation

Eric W. Springer t

Partner, Horty, Springer and Mattern
Attorneys-at-Law

* Member of Audit Committee

t Member of Compensation Committee
$ Member of Nominating Committee

* New Director

® Retired as Director on August 19, 1981
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Financial Highlights—1981

Duquesne Light Company

Percent
( “inancial 1981 1980 Increase
Total Operating Revenues (000) ............. 3 $786,847 $689,465 15.6
Netincome (000) ... ....ovviimnninnnnnnnnnnnnns s $108,871 $92,962 171
Earnings Per Share of Common Stock ....... P L s 5 $2.06 $1.82 13.2
Dividends Per Share of Common Stock ................. $1.85* $1.80 28
Uhares of Common Stock Outstanding at Year End ... .... 45,302,520 40,166,083 128
Operating
Utility Plant (000) ................. R M $ 2,809,753 $ 2,604,333 79
BRI i ia e 55 02 %00 5. s & i & B4 s % s ALY v S 13,630,269 13,297,453 2.5
Peak LoadMegawatts ......................ccccvvunnn. 2,522 2,474 19
Costof Fuel Per Million BTU . ...........irinnnnnnn, 159.7¢ 149.8¢ 6.6
Average BTUPer KWHOutput . ....................... 10,931 10,811 11
Annual System OQutput MWH .. . ........... ..., 14,323,618 14,026,435 2.1

*The quarterly dividend was raised from 45¢ to 47Va¢ per share payable October 1, 1981. This is an indicated annual rate of $1.90

Left to nght: Charles M. Atkinson; Henry G. Allyn, Jr.; € go Falk Left to ight: William H. Knoell, Staniey G. Schaffer;
G. Christian Lantzsch



To Our Stockholders

Despite high interest rates, continuing
inflation and a serious tusiness
recession which began in the fourth
qua‘ter, we are pleased to report that
1981 was a reasonably good year for
your Company. Our earnings rose
modestly from $1.82 in 1980 to $2.06 in
1981, a 13% increase. Higher sales
and rate relief were the main reasuns
for the improvements.

In February, the Pennsylvania
Public Utility Commission (PUC)
approved a rate increase of $47.5 mil-
lion and an additional increase of
$64.2 million in June. While the total
amount received was only 52% of the
amount requested, this amount did
make possible a mid-year dividend
increase, which raised the indicated
annual dividend rate from $1.80 to
$1.90 per share.

The Company will file for additional
rate relief within the next few months.
The amount of the increase to be
requested is under consideration.

Sales and Prospects

On July 9, 1981, your Conpany

set a new record peak-hour load of
2,522,000 kilowatts. This was 48,000
kilowatts above the previous record,
set in 1980. In addition, our output of
51,742,000 kilowatt-hours that day was
3% higher than on the previous
record day.

We expect the pattern of new peak
records to continue in future years.
New electric steelmaking furnaces
and 20 major commercial projecis in
the planning stage or under construc-
tion in the Pittsburgh area will have a
positive impact on our sales over the
next several years. Among the com-
mercial projects are two high-rise
office complexes scheduled for com-
pietion in 1982, and two more are
scheduled for completion in 1983.

Nuclear Performance
Comeback

Our Beaver Valley Power Station Unit
Nn. 1 operated very well during 1981
and had ar: availability rate of 74%—
the unit's best performance since its
start-up six years ago. During the
three-month coal strike in early 1981,
Beaver Valley produced 17% of all the
electricity used by our customers. In
late December, Beaver Vailey Unit
No. 1 was removed from service for
an estimated period of approximately
five months for refueling and addi-
tional modifications required by the
Nuclear Regulatory Commission
(NRC).

Conservation Efforts
To assist homeowners in conserva-
tion efforts Duguesne Light, in coop-
eration with the state, initiated a
Residential Conservation Service
program. For a below-cost charge of
$15, a certified energy auditor makes
a basement-to-attic efficiency evalua-
tion, recommends steps the home-
owner can take to save energy, and
estimates the savings for each action
taken.

In October, the Company estao-
lished a speciai rate for the purchase
of electricity from customer-owned

generating facilities using renewable
energy resources such as solar, wind,
water or waste. We believe this new
purchase rate will encourage the
building of customer-owned generat-
ing facilities and may help to reduce
the need for construction of additional
Company-owned generating units in
the future.

Cost Reductions

One of the bright spots of 1981 was a
major step toward the ending of a
serious cost threat. At this time last
year, we were concerned that we
might be forced to install “scrubbers”
at our Cheswick Power Station.
However, the Environmental Protec-
tion Agency approved revised air
quality regulations for Allegheny
County including a revised standard
for sulfur oxide emissions applicable
to the siation. The revised standard
will enable tiie Company to achieve
compliance through the use of a
blend of regular and low-sulfur coal.
Over the life of the station, this alter-
native should save our customers an
estimated one billion dollars.

O
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Environmental Auditing
Program

Also on the environmental front, the
Company developed a new Environ-
mental Cormpliance Assurance Pro-
gram designed to improve the infor-
mation flow to management on the
acceptability of all operations that
affect the environment. The program
will help our operating departments
comply with changing @nvironmental
regulations and implement effective
environmental control systems. We
believe this coordinated effort will
help mirimize the cost of keeping ali
Company operations in compliance
with local, state and federal environ-
mental regulations.

‘90

Management Audit

During the year a management audit,
mandated by the PUC, was cori-
ducted by the Boston firm of Temple,
Barker and Sloane, Inc. While we
believe that the audit, when com-
pleted, will give Duquesne Light good
marks on overall management, super-
vision and employee competence, we
expect and will welcome constructive
criticism that will help us make our
operations even more efficient.

A Future Concern

Looking ahead, our most pressing
concern is our ability to finance the
construction necessary tc meet this
community's future electrical needs
as reliably as in the past. The area's
economic future, including the crea-
tion of much-needed jobs, depends
on an adequate supply of electric
energy. We anticipate that electrical
consumption in our territory will con-
tinue to grow although conservation
efforts will keep the rate of growth at
a moderate level.

Our ability to cope with the increas-
ing demand for energy is directly
related to the rates we are permitted
to charge for the service we provide.
Therefore, for the continued growth
and economic stability of our com-
munity, we must continue to seek
reasonable rate relief.

With your help we expect to provide
the energy necessan to meet the
aspirations of those we serve.

L /
whr 0 B
John M. Arthur

Chairman of the Board
and Chief Executive Officer
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Stanley G. Schaffer
President

February 18, 1982

Stanley G. Schaffer and John M. Arthur at
the construction site of the Company's
new headquarters.



1981 in Review

Incrcased Revenues
Revenues for 1981 increased by $107
million over 1980 Appmnmately 90%
uf the increase resulted from rate
relief and the energy cost rate. The
remaining 10% came from increased
customer sales and the Pennsylvania
tax surcharge

Customer Consumption
Increased
Electric kilowatt-hour sales were up
2V2% over last year. The two new
170-ton electric arc furnaces at Colt
Industries’ Crucible Stainless and
Alloy Steel Division at Midland, Pa. . as
well as a number of new or expanded
business customers, contributed sig
nificantly (o the increased sales

About 29% of electric revenues
came from residential customers,
31% from commercial customers and
38% from industrial customers. The
remaining 2% came from such other
sources as street lighting and sales to
other utilities

Pittsburgh’s Renaissance |l is we!l
underway. New construction and
building rehabilitation projects
throughout the entire downtown area
are contributing to the economic vital-

-
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ity of the Pittsburgh region as well as
providing future revenues for the
Company

More than 20 major construction
projects are in progress or in the final
planning stage for Pittsburgh's
Golden Triangle. Among those new
buildings scheduled for occupancy in
1982 are the 20-story National Steel
Building, the 10-story Comstock Cen-
ter and the 46-story One Oxford Cen-
tre (the Company's future corporate
headquarters). Scheduled for 1983
occupancy are the 54-story Dravo
Building and the 40-story PPG Place

In addition to the present down-
town construction programs, the
Pittsburgh area continues to make
significant strides in diversifying
employment opportunities. Major
gains in the non-manufacturing job
market have resulted in area unem-
ployment percentages below both
state and national levels
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Duquesne Light will relocate its corporate
headquarters to One Oxford Centre dur-
ing the fall of 1982. By choosing to remain
in dewntown Pittsburgh, the Company
was able to take advantage of the
extrernely competitive development situa-
tion and use its negotiating strength as a
major tenant to secure an unusually
attractive long-term lease. This will assure
the Company of reasonable space costs
over the next 20 years

The North Shore Deve opment, due within The B ockhouse, a pre :":’».Tu.’("‘ﬂ'}

the decade, will feature a new waterfront structure at the Point, is one of many

with one or two first-class restaurants higtonic landmarks that the ( fy has pre
within walking distance of Three Rivers served as an important part of its heritage

oladium and Allegheny Center
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During the year, the Company began

offering an energy audit to residential

customers. For a modest $15 fee, the

customer receives a thorough, basement

to-att.c home survey. At the conclusion of

the survey, the homeowner 1s given a list
‘ f energy conservation measures

Customer Conservation
Activities

Most of the Company's residential
customers are reached through effec-
tive mass media methods. Every
opportunity is taken to provide con-
servation of energy messages via bill
stuffers, brochures and booklets,
radio and TV talk shows and newspa-
per ads. Group presentations and a
telephone answering service covering
app'iance and homemaking matters
are used to convey conservation
information to customars on an indi-
vidualized basis

Company engineers continued to
work closely with industrial and com-
mercial customers, helping them plan
and implement economical ways to
save energy and dollars. In addition,
the Company conducted an Industrial
Load Management Seminar in coop-
eration with the Smaller Manufactur-
ers Council, a local organization with
1,400 member companies. The pur-
pose of the seminar was to inform the
smaller manufacturers of advances in
energy-saving technology, and of the
variety of related services that are
avallable to them

% '.o- el v l’
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In 1981, the Company presented
National Energy Watch awards to 22
large commercial and industrial
custorners

5-YEAR GROWTH KWH SALES

Bilhor
of KWH
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Nuclear Operations

In March 1981, the Board of Directors
of the Company established a new
Division, the Nuclear Division, and
named Mr. John J. Carey, Vice Presi-
dent. The new Division was estab
hshed to ensure the maximum effi-
ciency of the Company’s nuciear
organization and activities through
closer management control and
optimum utiization of personnel
The new Division is responsible for
nuclear operations, licensng, support
services and engineering

The Beaver Valley Power Station
Unit No. 1 (a CAPCO facility—see
page 35) is the Company's lowest
fuel cost generating station. Beaver
Valley Unit No. 1 operated at a 74%
availability rate during 1981, well
above the national average for
nuclear power stations

New Nuclear Construction
Beaver Valley Power Station Unit
No. 2 was approximately 50% com-
pleted at year end. Scheduled for
commercial operation in 1986, the
833,000 kilowatt unit will provide
114 454 kilowatts to the Duquesne
Light system as a 13.74% owner

LTI
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Shown is the dome setting on the reactor building of Perry Nuclear Power Plant Unit
No. 1. This jointly-owned, 1,205 MW unit ;s scheduled to begin commercial operation in
1984. Duquesne Light's share is 165 MW and represenis the Company's next block of
generation capacity
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Fue! Mix the year, approximately 79.3% of the the remaining electricity sold by the
The Company relies principally on electncity distributed by the Company Company, about 17.6% was gener-
coal for generating electricity. During was produced in coal-fired plants. Of eted by nuclear faciiities, 0.3% came
from oil-fired peaking units, and
J -w approximately 2.8% was purchased
. from other utilities

COST OF FOSSIL AND NUCLEAR FLEL

Cents Per
Milhon BTU
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In July the 270-ton containment cap was lifted into position at Beaver Valley Power Sta
tion Unit No. 2. The cap was fabricated on the ground and lifted into place because it wes
the least expensive method of construction. At year end, Beaver Valley Unit No. 2 was
50% compleied with commercial operation scheduled tor 1986

(

OOne Oxford Centre will be a 46-story reta Steel Plaza's key element, the Dravo The National Steel Bu
and office structure. The Oxford Centre Building, will be a 54-story tower with ovar the First Side area betw
development invoives four blocks of new 1.5 milhon square feet of office space the Alhes and Fort Pitt Blv
constructhion between Grant and When compieted in Spring 1983, it will be mixture of histor presery

L
Smithheld Streets the City's second-tallest office bu
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Environmental Matters
Duguesne Light, winner of two major
environmental awards, is an advocate
of a healthful environment. During
1981, the Company invested $28 mil-
fon in pollution control facilities bring-
ing the total -  stment in environ-
mental cr $453 million at a
current annu... operating cost of $115
million 1epresenting over 14% of
customer revenues. Nevertheless,
the Company believes that there
should be economic as well as other
justifications for environmental pro-
grams and that such programs should
be based on realistic and balanced
considerations founded on scientific
fact

Of particular interest was the Octo-
ver 1981 Environmental Protection
Agency approval of revisions to the
Pennsylvania State Implementation
Plan for Allegheny County which
includes a revised sulfur dioxide
emission standard for the Company's
Cheswick Power Station. Although
one party has started a court pro-
ceeding with regard to another part of
the regulations, the revised standard
applicable to Cheswick is presently
affective. The revised standard will
enable the Company to comply with
the environmental regulauons by

using a blend of low sulfur and regular

coal instead of having fo instail a
scrubber system that would have
ultimately cost the ratepayer more

than $1 billion in capital, operating
and maintenance expenses over the
Iife of the station

Over the next 25 years, 200 million tons of sludge from the poliution control scrubbers at
the Bruce Mansfield Plant (a jointly-owned CAPCO facility) will be disposed of behind

the Little Biue Run disposal dam




Rate Increases

On February 20, 1981, the Pennsylva-
ria Public Utility Commission (PUC)
entered a final Order regarding the
~ompany's $113 million rate increase
filed in April 1980. The Order granted
only $47.5 million of the amount
requested. The Company has filed an
appeal with respect to certain issues
raised by the final Order. On April 30,
1981, the Company filed with the PUC
a new rate schedule estimated ‘o
increase annuai revenues based on
levels of business at December 31,
1980 by approximately $100.4 million
or about 15%. On June 29, 1981 the
PUC entered an Order instituting an
investigation into the rate request and
granting the Company the option to
place a rate increase of approxi-
mately $64.2 milion or about 10% into
effect pending the outcome of the
investigation 'f the Company reduced
the requested increase to that
amount. On June 30, 1981 the Com
pany filed a new rate schedule in
acccordance with the option granted
by the PUC. On July 17, 1981 the PUC
approved the new rate schedule,
thereby permitting the new rates to
become effective for service ren-
dered on and after July 15, 1981 sub-
ject to refund with interest if the PUC

investigation results in approval of a
smaller rate increase. A final decision
on the option rate increase of $64.2
million is expected early in 1982

Dividend Increase

On August 18, 1981, the Company
placed the Common Stock on an indi-
cated $1.90 annual dividend rate by
raising its quarterly dividend on Com-
mon Stock from 45¢ to 47 Va¢ per
share beginning with the dividend
payable October 1, 1981

Heavy power loads in several high-density-population areas of Allegheny County will be
relieved when the new Arsenal Substation comes on line in 1982 While the new substa
tion can perform the same basic functions as a conventional substation, it requires less
land area than a substation of the same rating. The Arsenal project was the first installa

tion of this type in the Duquesne Light system

Two Chatham Center, a 16-story office

tower of grey reflective glass and off
”»; 4 aluminum ﬂ‘ix‘;‘","?"’ '4‘, YQh'
as part of Chatham Center's apartment

/y‘y;(, »w‘u € complex
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i 4. Also, 902,977 shares of Comrron to the Company's Eniployee Stock
inancing
About 54% of the Company’s total Stock were issued in 1981 pursuant to Ownership Plan. The agarer,ate dollar
capital expenditures of $179 miilion the Company's Dwudgnd Reinvest- value of Common Stock isued
dunng 1981 was raised through out- mem Planﬂand 133,460 shares of through these plars; wa ; $12,706,000
i side financing which included Common Stock were issued pursuant J
= 1. On March 24, 1981 the Allegheny

County Industrial Development
Authority 1ssued $50,000,000 principal
amcunt of pollution control revenue
ik bonds to reimburse the Company for
funds expended to complete air
poliution control facilities at the Com-
pany's Phillips and Elrama Power Sta-
tions. The bonds have an interest rate
o1 12%, and payments of principal
! and interest on the bonds will be
funded by the Company. The Com-
pany received from the Authority net
proceeds of $48.7 million from the
sale of the bonds
‘ 2. On June 25, 1981, the Company
Issued $80,000,000 principal amount
of 16% First Mortgage Bonds, Series
due June 1, 2011. Net proceeds to the
Comoany were approximately $78.7
muhon

3. The Compary issued 4,100,000
shares of Common Stock on Sept(:m
ber 29, 1981. Net proceeds to the
Company were approximately $48.6

Communicating with customers takes mary forms. The role of the news media in that
communication is increasing every day. Dugquesne Light recognizes that fac!, and has
always strived to work with local and national media to help keep customers informed

mithon Here an employee is being interviewed for a segment of the ABC-TV news show e
’ =4 20/20" featuring women in non-traditional jobs
Ad Ad ) -
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Dividend Reinvestment Plan

Tne Company's Dividend Reinvest-
ment Plan is available to holders of
the Company's Preferred, Preference
and Common Stock. The Plan was
amended in 1981 to provide a 5%
discount from market price on Com-
mor: Siock purchased under the Plan

Effective January 1,1982, the Plan
was further amended fo permit eligi
ble participants to elect to exclude
from cuirent income for federal
income tax purposes up to $1,500 on
a joint return and $750 on an individ-
val return of dividends received in the
form of Common Stock under the
Plan

For a ‘ree Prospectus which fully
describes the Plan and an authoriza-
tion form for participation in the Plan,
write: Duquesne Light Company,
Stockholder Relations Section,
435 Sixth Ave., Pittsburgh, PA 15219

Customer Communications
The Company has a number of com-
munications programs designed to
keep the public informed abcut
wnergy-related matters

In order to educate customers in
efficient energy use, the Company
has developed and distributed inform-

ative hooklets including tips on insula-
tion, "30-it-yourself'” conservation
measures, understanding electric
ratee, and special bill payment
programs

In adaition to the traditional adver-
tising media such as direct mail and

newspapers, the Company's Speakers’
Team was actively involved in com-
municating with customers. During

the year the Team made 361
presentations to over 15,000 mem-
bers of important civic organizations

in our service area

-

In September the Company s Speakers’ Team made ilieir 1.000th presentation. Formed
in 1974, the volunteer Team na« presented the Company's views to over 52,000 area

opinion leaders

s Galeway
ew dock and




Record Peak !.oad

On July 9, 1981, the Company experi-
enced a record peak load of 2,522,000
kilowatts which exceeded the previ-
ous system peak established in 1980
by 48,000 kilowatts or about 2%

Duquesne .ight reached a new system
peak load of 2,522,000 kilowatts at

appr
peak
previous peak and 87
than the peak

ximately 2 pm. on July 9 The new
15 48,000 kilowatts hi Jher than the
00 kilowatts hth‘n

load forecast for 1981

S Al i sainin i - . S

Company personnel are shown adjusting the alignn
wave towers are used throughout the Company's systen
channels for protective relays, telemeter- ms:
and the Company's telephone system

ing, Supe

f a microwave antenna. Micro
1o provide communications

rvisory control, data processing




Steam Heating
Discontinuance

The Company’s steam heating sub-
sidiary, Allegheny County Steam
Heating Company, filed an applica.ion
~ith the PUC in August 1981, request-
Ing approval to discontinue steam
heating service to the public on June
1,1982. In its application, the Steam
Company cited, among other reasons
for its action, financial problems, the
continuing loss of customers, a uete-
riorating distribution systsm and the
high cost of fuel. A number of steam
cusiomers have filed protests to the
application

Union Relations

The Company and the International
Brotherhood of Electrical Workers
(IBEW) reached an agreement on a
two-year contract effective October 1,
1981. The agreement maintained the
Crmpany's relative wage position
witi) other electric utilities
Employees of the Company's coal
mine are represented by the United
Mine Workers of America (UMWA)
and are covered by the industry-wide
Bituminous Coal Wage Agreement
After a 90-day strike by the UMWA. a
threc-year contract was reached

« effective June 7, 1981

Employees

The number of emplry=eas at year end
was 4,603, about 3% higher than in
1980. During the year, about 26% of
our employees received additional
training through Company-sponsored
courses or Ly attending local schools
or universities

Professional and
Supervisory Employees

Most of Duquesne Light’s supervisory
employees have spent years iearn-
ing their skills. In fact, the typical
buquesne Light non-union employee
IS 43 years old and has 18 years of
service with the Company

Electrically-powered vehicles, similar to those shown, will be part of the Port Authority
of Allegheny County's new Light Rail Transit System. The $480 million project is

scheduled for completion in 1984

nit No. 2, now under construction, is

uciear generating units are operated by

Duquesne Light

eéxpected to go on-line in 1986 Both
n

ver Valley, are jc
of the Central Area Fowe
(CAPCO) group
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Company Report on
Financia! Statements

The Company is responsible for the financial informa-
tion and representations contained in the financial
statements and other sectics of this Annual Report.
The Company believes that tne financial statements
have been prepared in conformity with generally
accepted accounting principles appropriate in the cir-
cumstances to reflect, in all material respects, the
substance of events and transactions that should be
included and that the other information in the Annual
Report is consistent with those statements. In prepar-
ing the financial statements, thi Company makes
informed judg’ -~r’s and estimates based on currently
available information of the effects of certain events
and transactions.

The Company maintains a svstem of internal
accounting control designed to provide reasonable
assurance that the Company's assets are safe-
guarded and that transactions are executed and
recorded in accordance with established procedures.
There are limits inherent in any system of internal con-
trol based on the recoynition that the cost of such a
system should not exceed the benefits to be derived.
The system of internal accounting control is supported
by written policies and guidelines and is supplemented
by a staff of internal auditors. The Compan'’ believes
that the internal accounting control system provides
reasonable assurance that assets are safeguarded
and finar-=ial information is reliable.

The a: < umpanying consolidated financial state-
ments have been audited by Deloitte Haskins & Sells,

independent certified public accountants, whose
appointment was approved at the 1981 Annual Meet-
ing of Stockholders. Their examination was made in
accordance with generally accepted auditing stan-
dards and included a revi 2w of the system of internal
accounting controls and \2sts of transactions to the
extent they considered necessary to provide reason-
able assurance that the financial statements are not
misleading and do not contain material errors.

The Board of Directors has an Audit Committee
composed of four non-officer directors which met four
times in 1981. The Audit Committee has the following
duties and responsibilities: (1) recommend the inde-
pendent public accountants; (2) review the planned
scope and results of their audit and other services to
be performed; (3) review the financial statements and
the related report of the independer:t public account-
ants; (4) review with the officers, internal auditors and
the independent public accountants the adequacy of
the Company's system of internal accounting control,
including their recommendations with respect thereto;
and (5) review the planned scope and results of the
internal audit function. The independent public
accountants have full and free access to the Audit
Committee and meet with it, with and without manage-
ment being present, to discuss internal accounting
controls, auditing and financial reporting matters.

C W Qe ohy 17 Lo

C. M. Atkinson John M. Arthur
Vice President Chairinan of the Board and
Fiscal Chief Executive Officer

Opinion of Independent Certified Public Accountants

DELOITTE HASKINS & SELLS
Certified Public Accountants
Two Gateway Center
Pittsburgh, Pennsylvania 15222

TO THE DIRECTORS AND STOCKHOLDERS
OF DUQUESNE LIGHT COMPANY:

We have examined the consolidated balance
sheets of Duquesne Light Company as of
December 31, 1981 and 1980 and the related
statements of consolic> ed income, retained
earnings, capital surplus 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 auditing standards and, accordingly,
included such tests of the accounting records
and such other auditing procedures as we con-
sidered necessary in the circumstances.

In our opinion, such consolidated financial state-
ments present fairly the consolidated financial
position of Duquesne Light Company at Decem-
ber 31, 1981 and 1980 and the results of its opera-
tions and the changes in its iinancial position for
each of the three years in the period endea
December 31, 1981, in conformity with generaily
accepted accounting principles consistantly
applied during the period subseg::ent to the
change, with which we concur, made as ¢* Jan-
uary 1, 1979, in the method of billing and recog-
nizing revenues as described in Note B to the
financial statements.

bm% g Sette

February 18, 1982




Duquesne Light Company

Statement of Consolidated Income

For the Three Years Ended December 31, 1981
(Thousands of Dollars, Except Per Share Amounts)

1981

OPERATING REVENUES:
Electric $796,015 $674 537
10832 14928

796,847 689,465

OPERATING EXPENSES:
Fuel P b o 249,547 212,672 211,939
Purchased power . . . 16,189 18,524 10,922
Other operation 115,433 101,549 87,682
Maintenance (Note N) 64,026 61,253 52,444
Depreciation ’ 61,464 53,897 48,450
Taxes other than income taxes (Note N) 58,213 48,358 47 476
Income taxes ’'Note H) T A s 71,625 60,343 49 095

Total Operating Expenses .......... 636,502 556,596 508,008
OPERATING INCOME R 160,45 132,869 114,532

OTHER INCOME:
Allowance for equity funds used during construction ........... e 24,579 22,374 18,852
Income taxes—credit (Note H) 14,272 10,051 8,643
Other income and deductions—net Tk A 2,643 3,298 1,750

Total Other Inccme .. ... 41,484 35,723 29,24¢

iINCOME BEFORE INT™ 201,839 168,592 143,777

INTEREST CHARGE!

Interest on long-term ue P St 97,404 80,558 69,655
Other interest . : 6,957 4,268 3,475
Allowance for borrowed funds used durmg construction,

net of income taxes : (11,393) _(9,196) (7,715)

Total Interest Charges . . . .. 92,968 75,630 65,415
INCOME BEFORE CUMULATIVE EFFECT OF THE CHANGE IN
BILLING PRACTICE .. .... 108,871 92,962 78,362
CUMULATIVE EFFECT TO JANUARY 1 1979 OF THE CHANGE IN
BILLING PRACTICE, NET OF iNCOME TAXES (Note B) . - —

NET INCOME . ...... o 108,871 92,962
DIVIDENDS ON PREFERRED AND PREFERENCE STOCK . 22976 23353
EARNINGS FCH COMMON STOCK $ 85,895

AVERAGE NUMBER OF COMMON SHARES OUTSTANDING (00C) .. 41,764

EARNINGS PER SHARE OF COMMON STOCK:
Before Cumulative Effect of the Change in Billing Practice
Cumulative Effect to January 1 1979 of the Change in Billing Pract.e
(Note B) ; . :

Total

The accompanying Notes to Financial Statements are an integral part of these statements




Duquesne Light Company

Consclidated Balance Sheet

December 31, 1981 and 1980
{Thousands of Dollars)

ASSETS
PROPERTY, PLANT AND EQUIPMENT:
Electric plant:
In service .
Construction work in progress .
Held for future use

Steam heating plant:
In service
Construction work in progress

Total property, plant and equipment . . .
Less accumulated depreciation .

Property, Plant and Equipment—Net

OTHER PRCPERTY AND INVESTMENTS:
Nonutility property (at original cost less accumulated depreciation of $278
at December 31, 1981 and $269 at December 31, 1980)
Miscellaneous investments

Total Other Property and Invastments

CURRENT ASSETS
Cash

Customers (less reserve for uncollectible accounts of $2,242 at December 31,
1981 and $2,144 at December 31, 1980, s
Tax refund—principally investment tax credit carryback
Other . el g gy
Materials and supplies (generally at average cost)
Coal : el
Other operating and construction . .
Deferred fuel costs
Other current assets

Total Current Assets

DEFERRED DEB!TS
Deferred costs of cancelled generating units (Note C) .
Deferred coal costs (Notes G and M)
Unamortized debt expense
Other deferred debits
Total Deferred Debits

Total

1981

$2,202,613 $2,120,882
582,734 459,743
825 136

2,786,172 2,580,761

23,3NM 23,280
210 292

2,809,753 2 304,333
477,009 424,653

2,332,744 2,179,680

69,016
2,416
13,384

54,411
27,738
21,007
8736

200,258

31,286
314

2,556
31,223
65379
$2.447,163

The accompanying Notes to Financial Statements are an integral part of these statements




LIABILITIES
CAPITALIZATION (Note D):

Common Stock (authorized—&60,000,000 and 45,000,000 shares, respectively;
outstanding—45,302,520 and 40,166,083 shares, respectively)

Capital surplus
Retained earnings

Total Common Stockholders’ Equity
Non-redeemable Preferred and Preference Stock

Redeemable Preferred and Preference Stock, less smkmg fund and
repurchase requirements

First mortgace bonds (less sinking fund requir= ments and current maturities)
Sinking fund debentures

Pollution control obligations . .

Unamortized debt discount and premium-—net

Total Capitalization

CURRENT LIABILITIES
Notes payable—bank (Note E) .
Notes payable—commercial paper (Note E)
First mortgage bonds maturing within one year
Accounts payable . :
Accrued federal income tax (Notes H and l)
Cther accrued taxes
De'crired income taxes—deferred fuea costs
Accrued interest
Dividends deciared

Sinking fund and repurchase reqanrements (Note D)..
Total Current Liabilities .

DEFERRED CREDITS
Investment tax credits
Accumulated deferred income taxes
Other deferred credits

Total Deferred Credits . e
COMMITMENTS AND CONTINGENT LIABILITIES (Notes C, G, |, L, M and O)
Total

$ 45303
550,244
167,149
762,696
156,137

143,924 146,867
983,870 918,230
10,682 10,981
166,000 116,000
__(9453) __(7.161)
2,033,994

14,000
80,010

135

21,499
1,174
24,342
27,232
873
178,125

98,368
120,357
75644

226,369

$2,447,163




Duquesne Light Company

Statement of Changes in Consolidated Financial Position
For the Three Years Ended December 31, 1981
(Thousands of Dollars)

SOURCE OF FUNDS:
Operations:

Net income (1979 includes cumulative effect of change in billing
practice of $3,845) $108,871 $ 92,962 $ 82,207

Items not affecting working capital:
Depreciation 64,170 56,737 51,428
investment tax credit deferred—net . . 11,498 16,002 18,453
Income ‘axes defer-3d-—net (noncurrent portion) 38,106 17,613 15,603
Allowar e for equity and borrowed funds used during

construction (35,972,  (31,570) _(26,567)

186,673 151,744 141,124

Sale of bonds . . , 80,000 110,000 100,000

Issuance of Common Stock ........ ke : 61,332 65,309 50,73C

Increase (decrease) in notes payable (35,000) 24,000 (23,500)
Construction costs reimbursed by trustees from proceeds of

pollution control financings 50,000 3,223 7,375
Decrease in working capital (exclusive of current maturities

of long-term debt and notes payable) (a) .. .. _ — 35,687

Total Source of Funds -l $343,005 $354, 276 $311,416

APPLICATION OF FUNDS:

Construction expenditures (net of allowance for equity and borrowed

funds used during construction) . o $178,942 $197,927
Dividends on capital stock . L et e R 100,268 | 81,343
Payment of first mortgage bonds ... , — j 15,000
Sinking fund and repurchase requirements e 4,461 “ 5,496
Deferred coal costs ‘ e 15,355 —
Other—net . - a ey 15,679 L 11,650
Increase in working caputal (exc!uswe of current maturities

of lorg-term debt and notes payable) (a) . ... 28,300 28,054 —

Tetal Application of Funds . . - $343,005 4, 5311 416

fa) The components of working capital (exclusiv2 of current maturities
of leng-term debt and notes payable) were as follows
Current assets
Cash and temporary cash investments . . ’ : $ 4,449
Accounts receivable .. ..... ; J 77,404
Materials and supplies and other current assets i 75,528
Deferred fuel costs AR - 007 10,619

TN s i _200,25¢ 168,000
Current liabilities
Accounts payable and accrued interest . . . ) 82,354
Accried and deferred taxes , i 33,211
Dividends declared . . . I , 21,886
Sinking fund and repurchase requnremen's Rt Ly . e, 9,733 591 10,145

... . . 164125 151,800 147,596
Working capital at close of year a5 3 76,758 48,458 20,404
Working capital at beginning of year . . . . 48,458 20,404 56,091
Increase (decrease) in working capital (exclusive of current
maturities of long-term debt ar.d notes payable) o $ 28, 300 $ 28,054 $ (35,687) )

The accompanying Notes to Financial Statements are an integral part of these statements




Duquesne Light Company

Statement of Consolidated Retained Earnings

For the Three Years Ended December 31, 1981
(Thousands of Dollars)

1981 1980 1679
BALANCE AT BEGINNING OF YEAR:

As previously reported . . $158,546 $158,772 $158,857
Less settlement of prior years’ income taxes (Note |) — — 822

As restated 158,035
108,871 _ 92,962 82,207

267417 251734 240,242

DEDUCT:
Cash Dividends Declared:
Preferred Stock:
4% Series ad ; 1,100
3.75% Series .. ... T 281
4 '5% Series o W e h 291
4.20% Series ........... 210
4.10% Series ............ 246
$2108eries ................. 336
$8.54 Series . 2,427
$7.20 Series SR t 2,520
$8.375 Series . ....... s 2,512

Preference Stock:
$750Series .................. : 2,283
$275Series ............... : 1,689
$2.315 Series 3 2,778
$2.10 Series .. . . 2,520
4,560
92 69,835 57,590
Total cash dividends .............. 7 , _ 81,343
Loss on redemption of capital stock . 127

BALANCE AT CLOSE OF YEAR . ...

Statement of Consolidated Capital Surplus

For the Three Years Ended December 31, 1961
(Thousands of Dollars)

1981 1980 1979
BALANCE AT BEGINNING OF YEAR ........ .. $494,228 $433,984 $387,185
Premium on common stock issued . ... . .. . 56,196 60,693 46,930
Expense of issuing capital stock (debit) ... ... __(180)  (449)

BALANCE AT CLOSE OF YEAR ............ $550,244  $494 228

The accompanying Notes to Financial Statements are an integral part of these statements




Notes to Financia!
Statements

A. SUMMARY OF ACCOUNTING POLICIES:

Consolidation

The consondated financial statements include the
Company and its wholly-owned steam heating
subsidiary.

Property, Plant and Equipment

The properties of the Company and its subsidiary are
carried at original cost. The Company's properties,
with minor exceptions, are subject to a first mortgage
lien. All maintenance and repairs and replacements of
minor units of property are charged to income.
Replacements of retirement units of property and
betterments are charged to property. In connection
with retirements, reserves are charged with the carry-
ing value, plus dismantling charges, iess salvage, of
property retired

Revenues

Customer meters are read monthly or bimonthly and
bills are rendered cn a monthly basis. Revenues are
recorded when billed.

Allowance for Funds Used During Construction
In accordance with the uniform system of accounts
prescribed by regulatory authorities, an allowance for
funds used during construction (AFC) is included in
construction work in progress and credited to other
income for AFC attributable to equity funds and to
interest charges for AFC attributable to borrowed
funds, net of income taxes. AFC is a non-cash item
and is computed using a composite rate, which is
applied to the balance of construction work in pro-
gress and assumes that funds used for construction
are provided by borrowings and by preferred, prefer-
ence and common stock equity. The rate was 7.6%,
7.4% and 7.0% compounded semi-annually in 1981,
1980 and 1979, respectively. This accounting proce-
dure results in the inclusion in property, plant and
equipment of amounts considered by regulatory
authorities as appropriate costs for the purpose of
establishing rates for utility charges to customers.

Depreciation
The Company provides for depreciation of electric
plant, exclusive of coal properties, on a straight-line
basis determined in a manner consistent with applica-
ble Pennsylvania law and with methods 2pplied by the
Pennsylvania Public Utility Commission in the determi-
nation of depreciation in rate proceed ngs. The Com-
pany provides for decontamination & 1d dismantling
costs for the Beaver Valley No. 1 n clear generating
. on a straight-line basis over the life of the unit.
Such costs are currently estimated to be approxi-
mately $30,000,000. The Company deposits certain
revenues in a trust fund which has been established to
pay for such costs. At December 31, 1981, $874,000
+ A8 iIncluded in this fund. Provisions for depreciation
and depletion of other Company property and the

steam heating subsidiary's property are made on vari-
ous bases such as tons of coal mined for coal

properties.

Income Taxes

Deferred income taxes are provided principally for dif-
ferences between depreciation for income tax pur-
poses and depreciation for accounting purposes to
the extent permitted by the Pennsylvania Public Utility
Commission for rate-making purposes, and for fuel
and cancellation costs Jdeferred for accounting pur-
poses but deducted currently for income tax pur-
poses. In compliance with regulatory accounting,
income taxes are allocated between operating
expenses and other income, principally with respect
to interest charges related to construction work in
progress. Investment tax credits are deferred and
amortized over the lives of the related facilities.

Deferred Fuel Costs

The Company defers the ditference between actual
fuel costs and base fuel costs until the period in which
such costs are billed to its customers through its
energy cost rate. Effective May 1, 1981, the energy
clause was revised fro - a historical cost basis to a
projected cost basis, with provisions for subsequent
adjustments to actual cost. This change reduced the
time lag in the recovery of energy costs through reve-
nues that existed in the previous net energy clause
and significantiy reduced deferred fuel costs.

Nuclear Fuel Costs

The Compaiy's share of nuclear fuel costs under a
non-capitalized financing lease agreement is charged
to fuel expense based on the quantity of electric
energy generated and reflects a zero net salvage
value for the leased nuclear fuel. Since regulatory
authorities have not determined whether spent fuel
may be reprocessed, and therefore it may be nec-
essary to store spent fuel for an indefinite period, no
provision for final disposition costs of such fuel has
been made.

Lebt Discount, Premium and Expense

Debt discount or premium and related expenses are
amortized over the lives of the issues to which they
pertain.

Reclassifications

Certain minor reclassifications have been made to
amounts reported in the 1980 Consolidated Balance
Sheel to conform to the presentation used for 1981.

B. CHANGE IN BILLING PRACTICE:

Pursuant to an order by the Pennsylvania Public
Utility Commission, the Company changed its method
of billing and recognizing revenues for residential and
certain commercial customers from a quarterly to a
monthly basis, effective January 1, 1979. The
$3,845,000 cumulative effect of the change on prior
years (after reduction for income taxes of $7,353,000)
is included in income for the year ended December 31,
1979. The additiona: effect of the change on the year
ended December 31, 1979 was not significant.




C. CANCELLATION OF CAPCO

GENERATING UNITS:
In January 1980, the Company and the other CAPCO
companies cancalled the construction of four nuclear
generating units. The Company's share of the accu-
mulatad construction costs applicable to these units
was $31,443,000 as of December 31, 1981. The Com-
pany has received approval from the Federal Energy
Ragulatory Commission to defer and amortize the
accumuiated construction costs over a 10-year period
beginning with the recovery of such costs from its
customers. The Pennsylvaiiia Public Utility Commis-
sion has not yet decided whether ! - approve such
recovery

Claims related to the termination of associated con-

tracts have been filed, for which the Company’s share

D. CAPITALIZATION:
Capital Stock

Common Stock—$1 par value (1)

Capital Surplus
Premium on Cormirnon Stock
Capital stock expense (debit)
Other

Total capital surplus

Non-redeemable Preferred and Preference Stock
Preferred Stock—$50 par value (cumulative) (1)
4% Series (2)
3.75% Series (2)
4.15% Sernies (2)
4.20% Series (2)
4 10% Series (2)
$2.10 Series (2)
$7.20 Series (3)
Preference Stock—$1 par value (cumulative) (1)
$2.315 Series (4)
$2.10 Series (4)

Premium on Non-redeemable Preferred and
Preference Stock

Non-redeemable Preferred and
Preference Stock

involuntary liquidation value

Redeemable Preferred and Preference Stock

Preferred Stock—$50 par value (cumulative) (1)
$8.64 Series (3)
$8.375 Series (3)

Preference Stock—S$1 par value (cumulative) (1)
$7.50 Series (3)
$2.75 Series (4)
$9.125 Series (3)

Premium on Redeemable Preferred and
Preference Stock
Repurchase and Sinking Fund Requirements

Redeemable Preferred and Preference Stock
Involuntary liquidation value
(1) Authonzed shares Common Stock—80,000,000 and 45 000 000

shares, respectively, Preferred Stock—4 000,000 and
Preference Stock—8,000,000

Shar s
Outsrtangnkn‘g
45302520 § 45,302.520

could be substantial. No termination costs have been
recorded at December 31, 1981 as the CAPCO compa-
nies have available to them and intend to assert legal
claims and defenses. If any termination costs are
incurred, the Company would seek approval from the
Pennsylvania Public Utility Commission to recover
such costs from its customers over a 10-year period

If the Company is denied the right to recover these
costs from its customers it would charge such costs to
income in the year of disallowance. The Company
believes that recovery of all such costs from its cus-
tomers is proper, and that final resolution of the
accumulated construction costs and the termination
costs will not have a material adverse effect on the
Company's financial position

December 31, 1981 December 31, 1980

Shares
Outstanding
40,166,083

Amogrlt Amount

$500,403,359
(6,406,437)
231,016

$494,227,938

$556,598,987
(6,607,112)
252,261

$550,244,136

§ 27,498,450
7,500,000
7,000,000
5,000,000
6,000,000
8,000,000

17,500,000

$ 27,498,450
7,500,000
7,000,000
5,000,000
6,000,000
8,000,000

17,500,000

1,200,000
1,200,000
80,898,450

1,200,000
1,200,000
80,898,450

75,238,760 75,238,760

$156,137,210
$155,998,450

$156,137,210
$155,998,450

268,872
300,000

$ 13,442,600
15,000,000

274872
300,000

$ 13,743,600
15,000,000

280,120
385,100
500,000

280,120
385,100
500,000

29,608,820

289,800
488,850
500,000

289,800
488,850
500,000
30,022,250

114,917,880
(602,500)

$143,924,200
$143,924,200

(2) $50 per share involuntary iquidation value
(3) $100 per share involuntary hquidation value
(4) $25 per share involuntary iquidation value

118,666,200
(1,821,250)

$146,867,200
v 146,867,200
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1981, 1980 and 1979:

Common Stock:

Shares outstanding at beginningofyear .............

Dividend ReinvestmentPlan .....................
Employee Stock OwnershipPlan .................
Shares outstanding atendofyear ..................

The number of shares reserved at December 31,
1981 for issuance under the Dividend Reinvestment
Plan and the Employee Stock Ownership Plan are
2,850,851 and 696,629, respectively.

The outstanding Preference Stock of the Company
is callable on not less than thirty days' notice at the
following redemption prices plus accrued dividends:
$7.50—redeemable at $112 through April 1, 1983; $105
through April 1, 1986; $103 through April 1, 1989; and
$101 thereafter; $2.75—not redeemable prior to
August 1, 1984 through certair refunding operations,
otherwise redeemable at $27.75 through July 31, 1984;
$26.50 through July 31, 1989, and $25.25 thereafter;
$2.315—redeemable at $26.60 through March 31, 1986;
$25.90 through March 31, 1991; and $25.25 thereafter;
$2.10—not redeemable prior to April 1, 1982 through
certain refunding operations, o** _rwise redeemable at
$27 10 through March 31, 198%; $26.40 through March
31, 1987, $25.70 through March 31, 1992; and $25.00

Year Ended December 31,
1981 1980 1979
...... 40,166,083 35,550,000 31,750,000
..... 4,100,000 4,000,000 3,800,000
...... 902,977 446,172 —
...... 133,460 169,911 -
...... 45,302,520 40,166,083 35,550,000

thereafter; $9.125—not redeemable prior to January 1,
1989 through certain refunding operations, otherwise
redeemable at $100 plus the applicable redemption
premium decreasing from $7.68 in 1982 to $.48 in 1998.

The outstanding Preferred Stock of the Company is
callable on not less than thirty days’ notice at the fol-
lowing redemption prices pius accrued dividends:
4%—$51.50; 3.75%—$51.00; 4.15%—$51.73; 4.20%—
$51.71; 4.10%—8$51.75; $2.10—$51.84; $8.64—
redeemable at $107 through September 30, 1984; $104
through September 30, 1989; and $101 thereafter;
$7.20—redeemable at $105 through March 31, 1982,
$102.50 through March 31, 1987; and $101 thereafter;
$8.375—not redeemable prior to April 1, 1983 through
certain refunding vperations, otherwise redeemable at
$112 through March 31, 1988, and thereafter at $100
plus the applicable redemption premium decreasing
from $5.03 in 1988 to $.34 in 2003.

Redeemabie Preferred and Preference Stock:

The shares of $7.50 Preference Stock are entitled to

a non-cumulative purchase fund unde- wshich the
Company offers to repurchase annually at $100 per
share up to 4% of the number of shares originally
issued. The shares of $2.75 Preference Stock are sub-
ject to a cumulative sinking fund which will retire
55,000 shares by August 1 in each year at $25 per
share. The Company may on a non-cumulative basis
retire an additional 55,000 shares in each such year.
The shares of $9.125 Preference Stock are subject to
a cumulative sinking fund beginning with the year 1984
and continuing through 1997 inclusive which will retire
33,300 shares on January 1 in each year at $100 per
share. The Company may, on a non-cumulative basis,
retire an additional 33,300 shares in each such year,
provided that the Company may not redeem through
the exercise of this option more than an aggregate of
150,000 shares. The Preference Stock is entitled to
quarterly cumulative dividends except that no
dividends may be paid if dividends on any series of the
Preferred Stock are accumulated and unpaid. In the
event that six qua. .. rly dividends on any series of
Preference Stock are ir. default, the holders of the
Preference Stock are entitled to elect two directors
until all dividends in arrears have been paid.

The shares cf $8.64 Preferred Stock are entitled to a
non-cumulative purchase fund under which the Com-
pany offers to repurchase annually up to 6,000 shares
at not more than $100 per share. The shares of $8.375
Preferred Stock are subject to a cumulative sinking
func beginning with the year 1984 which will retire
12,000 shares on April 1 in each year at $100 per
share. The Company may on a non-cumulative basis
retire an additional 12,000 shares in each such year
The Preferred Stock is entitled to quarterly cumulative
dividends. In the event that four quarterly dividends
on any series of Preferred Stock are in default, the
hoiders of the Preferred Stock are entitled to elect a
majority of the Board of Giiectors until all dividends in
arrears and current dividends have been paid.

The combined aggregate sinking fund and manda-
tory purchase requirements for the next five years as
of December 31, 1981 are as follows:

Year Ending Sinking Fund and Mandatory
December 31, Purchase Requirements
1982 $1,902,500
1983 3,275,000
1984 7.805,000
1985 7,805,000
1986 7,805,000
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The following summary indicates the changes in the number of shares of Redeemable and Non-redeemable

Preferred and Preference Stock outstanding during 1981, 1980 and 1979:

Year Ended December 31, .
1981 1980 1979
Preference Stock
Shares outstanding at beginningofyear ................... 3,678,650 3,751,360 3,788,600
issuances —$9.125Series ...................ccovvnnvnnnnn - — 85,000
Purchases and redemptions —$2.75Series ................ (103,750) (61,150) (110,000)
—$750Series ................ __(9,680) (11,560) (12,240)
Shares outstandingatendofyear ........................ 3,565,220 3,678,650 3,751,360
Preferred Stock:
Shares outstanding at beginningofyear ................... 2,144 841 2,150,841 2,156,841
Purchases—$864Series ...................covieueunnnn. __(6,000) (6,000) (6,000)
Shares outstandingaiendofyear ........................ 2,138,841 2,144 841 2,150,841
Indebtedness:
First Mortgage Bonds (amount authorized is unlimited by indenture): December 31,
1981 1980
Series due September 1, 1982 (3%%) .........c.vvveirininiannennannn. .... § 14000000 $ 14,000,000
Series due September 1, 1983 (398%) . .........covveiriinreneennneannnnns 12,000,000 12,000,000
Seriesdue July 1,1984 (3Y8%) ..........covvuinrnnnanrnirnncnrnnnennrnnnn 16,000,000 16,000,000
Seriesdue April 1,1986 (3¥2%) ..........c. vuiiuriiinerernanirannraenneas 20,000,000 20,000,000
Series due April 1, 1988 (33%6) .. ......oiiniriie it rai s 15,006,000 15,000,000
Seriesdue March 1, 1989 (4% %) ..........coviieiiurenennenneennnsnnnnns 10,000,000 10,000,000
Series due February 1,1996 (5%8%) . .........coiruiirrirennennennneennnnns 25,000,000 25,000,000
Series due February 1, 1997 (5% 90) . ... ovvinrririnirseeeenaaeaannnnns 25,000,000 25,000,000
Series ue February 1,1998 (B38%) .. .........c.viiiririrnennrnneeannnnns 35,000,000 35.000,000
Seriesdue January 1, 1999 (7%) .. .....vuurtrernnnnnneernnesssneenannnns.s 30,000,000 30,000,000
Seriesdue July 1, 1999 (734%) . ......oirriireeeeeianrinrieennnneanens 30,000,000 30,000,000
SNOS Guo MIIOR 1, 3000 (IBBM) . cuvocsonioisssonsovomessonnsssisasss 30,000,000 30,000,000
DO NS AT 1, BEDE EPMI) o iconnennonissnsonssspnssessnsonssensess 35,000,000 35,000,000
Series due Dacember 1, 2001 (712%) .....covvvrrrerinnrrnnssnnonseennnes 35,000,000 35,000,000
Series due June 1,2002 (7129 ) . .......ovveinrnnrennearsensnnennnncanens 35,000,000 35,1:30,000
Series due January 1,2003 (73%) .. ....ovvirieiineiiienninrnnneeaannnnn 40,000,000 40,000,000
Series due July 1,2003 (73%) . .....vvinurenennsannrereensnneannananens 35,000,000 35,000,000
Series due April 1,2004 (B5%) .. ........ovvirreineiiiineeiiinrannnsans 45,000 350 45,000,000
Series due March 1,2005 (8Y2%) .......oviieriiineinennrnnensennnnennnn 50,000,000 50,000,000
Seriesdue June 1, 2006 (9%) ...........iiiiiriinreiiia e 80,000,000 80,000,000
L RE T I S R 100,000,000 100,000,000
Series due February 1,2009 (10%%) ................ Syl bl 100,000,000 100,000,000
Seriesdue January 1, 2010 (12%%) . .......oovviirnnennrnnacneesennnnenses 60,000,000 60,000,000
Series due September 1,2010 (14%°%) . .........oiiiriireirrnnninnnennns 50,000,000 50,000,000
Seriesdue June 1, 2011 (18%) ............oviuiirrnriirnnenennansansonsn 80,000,000 —
LA I e L B R e e S A Sre I 1,007,000,000 927,000,000
Less:
Current maturities—Series due September 1, 1982 (3% %) .......... ....... 14,000,000 -
Current sinking fundrequirements . . ................ccciiinninnen crnnnnnns 9,130,000 8,770,000
First Mortgage Bonds (less sinking furid requirements and current
DI -+ o s Bicmins & brk w855+ SR BERS VAR S PSSP ER S U 84 4P h85 455 0542 $ 983,870,000  £918,230,000
5% Sinking Fund Debentures (authorized $20,000,000) due March 1,2010 ....... $ 10682000 § 10,981,000
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Poliution Control Obligations:

Average
Date of Interest
Issuance Rate

September21,1972 . ................. 5.49%
BDERE MR .. ..sssrise sonnthunmbn 5.685%
OB R 1078 .. ..iivivnisinnnasinn 5.755%
T d N e e 7.97%
PR TID 5 .o ooiinn irbnnamiosssns nss 7.50%
O R TS . .....ccvcnnsobssinve 8.40%
September29,1976 .................. 6.90%
RO DR WY .. cciieicinnnnissbincs 12.00%

Total Pollution Control Obligations . ............

Sinking fund requirements and maturities for the
next five years for long-term debt outstanding as of
December 31, 1981 are as follows:

Year Ending  Sinking Fund

December 31, Requirements  Maturities
1982 $ 9,930,000 $14,000,000
1983 9,810,000 12,500,000
1984 10,257,000 16,700,000
1985 10,375,000 700,000
1985 10,200,000 20,700,000

The sinking fund requirements in each year relate
primarily to the First Mortgage Bonds, which require-
ments may be satisfied by the certification of property
additions at 166%3% of the Bonds required to be
redeemed, ana the pollution control obligations. The
remaining sinking fund requirement relates to the 5%
Debentures. At December 31, 1981, sinking fund
requirements for the 5% Debentures had been satis-
fied for 1982 and 1983, and the 1984 sinking fund
requirement had been partially satisfied in the amount
of $118,000.

The poliution control obligations arise from arrange-
ments between the Company and two local industrial
development authorities whereby the construction of
certa..; pollution control facilities has been financed
through the sale of bonds by those authorities, and
the Corrpany is obligated to pay to the authorities
amounts equal to the principal of and interest on the
authorities’ bonds relating to such facilities.

The Company's Restated Articles restrict the pay-
ment of cash avidends on, or the purchase of, its cap-
ital stock ranii~:g junior to its Preferred Stock. Under
this restriction, no retained earnings were restricted at
December 31, 1981.

E. SHORT-TERM BORROWING

ARRANGEMENTS:
At December 31, 1981 the Company had lines of credit
with banks totaling $75,000,000, all of which was
unused. At December 31, 1980 and 1979 the Company
had lines of credit with banks tctaling $70,000,000, of
which $63,500,000 was unused at December 31, 1980,
and all of which was unused at December 31, 1979.
The range of interes’ ates under the lines of credit
are from prime ratc ‘ess one half of one percent to 105

Serial Maturity
or Mandatory
Red s Final Decembes 31,
Beginning Maturity 1981 1980
1983 2002 $ 24,000,000 $ 24,000,000
1984 2003 12,000,000 12,000,000
1984 2005 16,000,000 16,000,000
1989 2004 14,000,000 14,000,000
1993 2005 17,000,000 17,000,000
1991 2005 18,000,000 18,000,000
1994 2011 15,006,000 15,000,000
2002 201 50,000,000 —
...................... $166,000,000 $1i6,000,000

percent of prime rate. The notes payable-bank and
commercial paper outstanding at December 31, 1980
and 1979 had a weighted average daily interest rate of
18.61% and 12.76%, respectively. During the years
ended December 31, 1981, 1980 and 1979 the maxi-
mum amount of short-term borrowings outstanding
was $80,140,000, $63,500,000 and $64,500,000, the
average daily short-term borrowings outstanding were
$28,341,000, $23,408,000 and $20,993,000 and the
weighted average daily interest rate applicable to such
short-term borrowings was 17.50%, 12.47% and

11.28%, respectively.

F. BUSINESS SEGMENT INFORMATION:

The Company operates predominantly in the electric
utility industry. In 1981 and 1980 no one customer pro-
vided 10% of total operating revenues. Nuring the year
ended December 31, 1979, approximately 11% of tota!
operating revenues was derived from one customer.

G. DEFERRED COAL CCsTS

The Company and the othcr CAPCO companies have
made long-term coal supply arrangements with
Quarto Mining Company (Quarto), an unaffiliated
company, to supply co' ‘or the Bruce *Mansfield Units.
In December 1980 the r ennsylvania Public Utility
Commission instituted an investigation into the rea-
sonableness of the cost of coal supplied by Quarto.
By Interim Order entered January 12, 1981 the Com-
mission directed that, pending conclusion of the
investigation or further order of the Commission, the
Company limit its recovery of the cost of Quarto coal
through its energy cost rate to approximately the pre-
vailing market price of similar ccal rather than the
actual cost of Quarto coal. At December 31, 1981 the
unrecovered cost of Quarto coal reflacted in the Comi-
pany's records was approximately $15.4 million. As
required by the Interim Order, the Company is defer-
ring the excess of the actual cost of Quarto coal over
the cost allowed to be recovered through its energy
cost rate until recovery of the actual cost is permitted
by *~e Commission. If recovery of such excess is dis-
allowed, the amount deferred would be charger ‘o
income in the year of disallowarce. Thereafter, any
excess of actual Lost aver the amount pcimitted to be



recovered would be charged to income on a current
basis. Management of the Company believes that the
costs being deferred were prudently incurred and that
the eventual outcome of the Commission's investiga-
tion will not have a material effect on the Company's
( financial position or results of operations. The CAPCO
companies are continuing to evaluate the economics
of the Quarto arrangements and are ccsidering vari-
ous means for reducing production costs. See Note M
to the financial statements.
The Commission in its February 20, 1981 Order,
relating to the Company’s rate request, placed restric-

H. INCOME TAXES:

Inciuded in operating expenses
Currently payable
Federal
State
Income taxes deferreo—-net
Federal
State
Investment tax credit deferred—net -

Total
included in other income (mcome taxes—crednt)
Currently payable
Federal
State

Total income tax expense
’I Taxes currently payable—federal and state

Taxes deferred—net
Investment tax credit de!erred—net

Total income tax expense

Total income taxes in 1981, 1980 and 1979 were comprised of the tollowing components

tions on the Company's recovery of the cost of coal
from its Warwick mine. The cost of Warwick coal in
excess of the average market prices of similar quality
coal purchased by Pennsylvania v /ities in the open
market may not be passed through the energy cost
rate, but may be deferred and recovered to the extent
that the cost of Warwick coal falls below such market
price. Such deferred costs amounted to $308,000 at
December 31, 1981. The Company expects to recover
these deferred costs through the energy cost rate in
1982.

1981 1980 1979
{Thousands of Dollars)

$19.878 $12,627 $ 9,196
13,642 5,343 8,312
26,146 17,125 8,339
(1,057) 7,582 2,440

13016 17666 20,808
71,625 60,343 49,095
(11,372) (8,007) (6,887)

_(2900) _(2044) _(1.756)

$57,353  $50.292 $40,452

$19,248 $ 7919 $ 8,865
25,089 24.707 10,779

13,016 17666 20808

$57,353  $50.292  $40.452

Total income tax expense for 1279 is exclusive of $5,890,000 federal and $1,463,000 state income taxes applica-
ble to the change in billing practice. See Note & to the financial statements

Sources of income taxes deferred and the tax effects were

Excess of tax over accounting depreciation $12,739 $18,312 $19,171
Fuel costs expensed on tax return and deferred on books (3,062) 5,526 (4,913)
Investment tax credit carryforward recoqgnized
against income taxes deferred—net v 16,932 (13,844) (3,088)
Cancellation costs expensed on tax return and deferred on books 81 13.894 —
Other _ . (1,601) 819 (391)
Total income taxes defeired—net $25,089 $24,707 $10,779

Total income taxes were less than the amount computed by applying the statutory federal income tax rate of
46% to income before income taxes. The reasons for this difference in each year were as follows

1981 1980 1979
o (T'oousa'\r;s‘;‘ Dollars) -
Computed federal income tax at statutory rate $76,463 $65,897 $56,423
Increase (decrease) in taxes resulting from
Allowance for funds used during construction (16,547) (14,522) (12,221)
Excess of tax over bool deprecia’ n (566) 35 (1,116)
State income taxes, net of federal income tax benefut 5,230 5,875 4,840
‘ Amortization of deferred investment tax credits (3,690) (3,117) (2,718)
Other-net (3,537) (3,876) (4,756)
Total income tex expense $57,353 $50,292 $40,452
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I. PRIOR YEARS' INCOME TAXES:

The Company's income tax returns are settied
through 1970 with the exception of the percentage
depletion issue discussed below. Income tax returns
for 1971 through 1976 have been examined, the
returns for 1977, 1978 and 1979 are being examined
and the 1980 return is subject to review. The Internal
Revenue Service assessed deficiencies regarding the
Company’s computation of percentage depletion on
coal mined for 1956 through 1961 and proposed similar
deficiencies for 1962 through 1972, as well as certain
other issues of relatively minor importance for 1971
through 1976. The Company paid the assessments
related to percentage depletion for the years 1956
through 1961 and instituted a suit for refund in Federal

District Court. A recovery in 1979 of a major portion of
such payment resulted in a net charge to retained
earnings of $822,000. The proposed additional fec il
income taxes relating to percentage depletion fo 462
through 1972, together with interest and related state
income tax effect, amount to $4,523,000 after deduct-
ing the related tax benefit of $1,780,000. The Company
expects that the Court’s decision in the 1956 through
1961 case will serve as the basis for settiement of the
proposed deficiencies related to depletion for 1962
through 1972. Management of the Company believes
that the settlement of federal and state taxes will not
significantly affect the Company’s financial position or
results of operations.

J. EMPLOYEE BENEFITS:
The Company and its subsidiary have trusteed retire-
ment plans to provide pensions for all employees,

December 31,
w0 78 1978
(Thousands of Dollars)

Actuarial present value of accu-

except coal mine employees who are covered under a mulated plan benefits

plan admir'etered by the United Mine Workers of e il B P
America. Ii..ormation concerning the plan covering Toal .............. 146095 $136870 §116930
coal mine employees is not determinable and is not Net assets available for benefits

included in the data below. Pension costs are funded (at market value) ............ $107,798 $ 91,167 $ 80,406

as accrued and include amortization of prior service
costs over 30 years. Pension costs charged to
expense or construction for the years ended Decem-
ber 31, 1981, 1980 and 1979 were $10,083,000,
$9,392,000 and $7,224,000, respectively. The increase
in pension costs in 1981 and 1980 is principally due to
a plan amendment, effective October 1, 1979, which
moved forward the average salary period used in com-
puting the past service portion of benefits and the
date used in computing the future portion of benefits.
The accumulated plan benefits and net assets availa-
ble fur benefits for the trusteed plans are presented as
of the December 31 benefit information dates. The
assumed rate of return used in determining the
actuarial present value of accumulated plan benefits
was 5% for each year.

The Company is liable under the Federal Coal Mine
Health and Safety Act, as amended, and similar state
laws for the payment of benefits to coal mine
employees disabled by black lung and to their survi-
vors and dependents. The estimated costs of provid-
ing such benefits, including amortization of prior serv-
ice costs over the remaining estimated life of the
Warwick mine, are actuarially determined and accrued
on the basis of mine payroll costs and are deposited
with a trustee. Such costs were $1,524,000, $1,494,000
and $1,824,000 for the years ended December 31,
1981, 1980 and 1979, respectively. At July 31, 1981 (the
date of the latest actuarial valuation), the unfunded
prior service cost for these disability benefits was
approximately $22,223,000.

K. JOINTLY-OWNED GENERATING UMITS:

The Company, together with other electric utilities, primarily the CAPCO companies, has an ownership interest in
certain jointly-owned units. Information regarding the Company's share of such jointly-owned units as of Decem-

ber 31, 1981 is as follows (thousands of dollars):

Company's Interest
Utility Piant Accumulated Construction Work Percentage
Unit in Service Depreciation in Progress Ownership Megawatts
Fort Martin No 1 $ 36372 $12,161 $ 6335 500 276
CAPCO Units
Eastiake No § 44770 8,801 4130 31.2 198
Sammis No. 7 . 40,358 10,107 9,990 N2 187
Bruce Mansfield No. 1 72,074 10,934 188 293 228
Bruce MansfieldNo. 2 . ... ... . .. 20,155 2,362 ) 80 62
Bruce Mansfield No 3 70,968 2,732 63 13.74 110
Bruce Mansfield Common
and Shared Facilities . .. e 55,953 8.920 3653
Beaver Valley No 1 : . 291,942 32,077 20,115 475 385
Beaver ValleyNo 2 . .. .. . ke 18 - 129,028 13.74 114
Beaver Valley Common
Facilites . .. ............ . 34 928 3,012 22,540
PerryNo. 1 ... .. o s Diwalnia — - 143,248 1374 165
PerryNo. 2 . .. S D - - 128,848 1374 165
Total .. e AT S $667 538 $91.106 $478 241




Under terms of the arrangements with the other
owners of such juintly-owned units, the Company is
required to provide its own share of financing the cost
of such units. The Company’s share of the direct

expenses (fuel, maintenance and other operation
expenses) of the jointly-owned units is included in the
corresponding operating expenses i1 the Statement
of Consolidated Income.

L. LEASES:

Rental payments in 1981, 1980 and 1979 amounted to
$16,361,000, $10,383,000 and $9,844 000, respectively,
of which $14,141,000, $4,772,000 and $6,049,00C were
charged to operating expenses. The Company has an
undivided interest in nuclear fuel lease agreements fcr
three CAPCC generating units. Rental payments are
made monthly during the terms of the leases based
on the amount of nuclear fuel leased and the amount
of nuclear fuel burned. The nuciear fuel leases may be
terminated by the lessees cr lessors with notice as
defined in the agreements or by casualty or certain
other contingencies, including default by the lessees.
In certain situations involving a termination, the
lessees may be required to purchase the leased
nuclear fuel at the higher of fair market value or
unamortized cost. At December 31, 1981, the Com-
pany’s share of the lessor's unamortized cost of the
leased nuclear fuel was $60,323,000 and the Company
expects to lease an additional $13,171,000 of nuciear
fuel under current leasing arrangements. The Com-
pany expects to finalize another nuclear fuel leasing
arrangement early in 1982 which will provide an addi-
tional $75,000,000 of financing.

In 1982, the Company plans to move its corporate
headquarters to One Oxford Centre under the terms
of a twenty-year lease with options to ~2new for three
additional five-year periods. The Co'npany also has
certain other buildings under lease, subject to pur-
chase and renewal options

At December 31, 1381 minimum rental payments,
based principally on estimated usage of nuclear fuel
under lease and building rentu’s, including the new
One Oxford Centre lease, were as follows:

(Thousands of Dollars)

1982 $ 16,293
1983 25,832
1984 30,632
1985 27,332
1986 21,331
1987-1961 55,583
After 1991 75,216

Total

The Company accounts for all of its leases as operat-
ing leases in accordance with the manner in which
the Company's rates have been established by the
Pennsylvania Public Utility Commission. If the
noncapitalized financing leases were capitalized as of
December 31, 1981 and 1980, property plant and
equipment-net would have been increased by
$78,798,000 and $66,948,000, respectively, with related
increases in current liabilities and long-term debt of
$4,722,000 and $74,463,000, respectively, in 1981 and
$5,386,000 and $61,869,000, respectively, in 1980. The
impact on net income of capitalizing such leases in
each year would not be material.

M. COMMITMENTS AND CONTINGENT LIABILITIES:

Construction

The Company's current estimate of construction
expenditures during the period " 982 through 1986
amounts to approximately $1.7~ billion, principally
reiated to CAPCO generating units. See Note C for
information regarding accumulated construction costs
and contract terminatinn charges which could be
incurred as a result ot the cancellation of construction
of four CAPCO nuclear generating units.

Quarto Mining Company (Quarto)

The Company and the other CAPCO companies
have made long-term coal supply arrangements with
Quarto, an unaffiliated company, to supply coal for the
Bruce Mansfield Units. As part of these arrangements
the individual CAPCO companies are severally, and
not jointly, guaranteeing their proportionate shares of
Quarto's debt and lease obligations incurred in con-
nection with the development, equipp. 1g and opera-
tion of two mines from which the coal is supplied. At
December 31, 1981 the Company had guaranteed the
obligations of Quarto with respect to approximately
$56,047,000 of indebtedness and had guaranteed
lease obligations relating to approximately $31,527,000
of capital equipment for the mines. The Company
expects that by 1984 it will have made further substan-
tial guarantees with respect to adaditional indebted-
ness and leased capital equipment the amount of
which will depend on the actual costs of further devel-
opment of the two mines. In general, it is contem-
plated that the purchase prices to be paid for the coal
to be received under the foregoing arrangements will
include amounts sufficient to service the obligations
SO guaranteed.

Under the terms of the coal supply contracts, which
expire December 31, 1999, the CAPCO companies
must reimburse Quarto for their share of the costs of
operating the Quarto mines, including those costs
associated with mine construction, whether or not
they receive coal from Quarto. The Company'’s total
payment under these contracts amounted to
$28,603,000 for the year ended December 31, 1981.

The Company’s estimate of future obligations for
fixed costs associated with the Quarto coal supply
arrangements are:

$ 9,156,000
8,950,000
8,743,000
8,536,000
8,329,000

98,200,000

The current price of Quarto coal to the CAPCO
companies is based principally on the actual current
production costs plus amortization of certain produc-
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tion expenses which were not included in the price of
coal to the CAPCO companies during the develop-
ment period, which ended on May 31, 1980. The cur-
rent price of Quarto coal exceeds the current prevail-
ing market price of coal. See Note G to the financial
statements,

Beaver Vr'ley Replacement Power

In connection with the February 20, 1981 rate order,
the Pennsylvania Public Utility Commission found that
the Company had not proven that the costs of
replacement power during a 1979 outage of Beaver
Valley Unit No. 1 were prudently incurred and directed
the Commission’s Bureau of Audits to address the
subject in an audit and make a recommendation as to
the amount to be refunded to customers.

Subsequently, the Commission granted petitions
filed by the Company, the City of Pittsburgh and the
Pennsylvania Consumer Advocate seeking reconsid-
eration of the Order with re=oect to, among other
things, the appropriateness, amount and timing of
replacement power cost refunds, but did not rule on
the merits of such petitions. On November 20, 1981
the Commission ordered that further hearings be held
before an administrative law judge on the issues of the
portion of the outage period for which the Compan’
would be held responsible, the amount of replacement
power cost refunds allocable to such period, the
period of time over which the refunds should be made
to the Company's customers and whether the Com-
pany should be ordered to pay interest on the outage
refund and, if so, at what rate. The Order determined
that a refund of some amount was due the Company's
customers and th=t the liability issue had been
resolved. The Company and outside counsel do not
agree with either of these conclusions, and no provi-
sion has been recorded by the Company for any such

refunds. While the Company is unable to predict what
action the Commission may ultimately take and
although the amount of such refunds could be sub-
stantial, the management of the Company believes
that the replacement power costs were prudently
incurred and that the eventual outcome of this matter
will not have a material effect on the Company'’s finan-
cial position or results of operations.

Rate Matters

The Pennsyivania Public Utility Commission on June
29, 1981 entered an Order granting the Company the
option of placing a rate increase of approximately
$64.2 million into effect, of the $100.4 million requested
by the Company in an April 30, 1981 filing with the
Commission. The Order also instituted an investiga-
tion into the rate request. On June 30, 1981, the Com-
pany filed a new rate schedule based on the $64.2 mil-
lien option which was approved by the Commission
and became effective for service rendered on and
after July 15, 1981. The new rates are, however, sub-
ject to refund with interest if the Commission's investi-
gation results in approving a smaller increase. Reve-
nues of $26.8 million from this Order were recorded
during 1981. The administrative law judge assigned to
the proceeding has recommended that the $64.2 mil-
lion increase be approved, and management believes
that the ultimate resolution of this rate matter will not
have a material adverse effect on the Company's
financial position or results of operations.

Other

The Company is involved in various other legal pro-
ceedings. In the opinion of management of the Com-
pany such legal proceedings will not have & matcrial
effect on the financiai position or results of operations
of the Company.

N. SUPPLEMENTARY INCOME STATEMENT
INFORMATION:
Year Ended December 31,
1981 1980 1979
(Thousands of Dollars)

Maintenance ............ ... $73949 §$72549 $62,699
Taxes other than payroll and
income taxes:
Gross receipts .. ... .. .. 35309 30464 28,059
Property ............... 12,641 11,439 11,333
State capital stock . ... .. 6,313 2,846 7,033

Under the system of accounting followed by the
Company, a portion of maintenance expenses and of
taxes other than payroli and income taxes represents
amounts chz'ged to coal inventories. The inventory
accounts are “ siieved and operations expense
charged as the coal is used.

Charges for depreciation an® noruzation of intan-
gible assets, royalties and advertising costs have not
been shown ac the individual amounts do not exceed
1% of total revenues.

O. DISPOSITION OF SUBSIDIARY:

The Company's wholly-owned steam heating subsidi-
ary has experienced losses in recent years. The
losses were not material in relation to the Company's
consolidated financial position or results of operz-
tions. On August 13, 1981 the subsidiary filed with the
Pennsyivania Public Utility Commissior: an application
for approval to abandon steam heating service in mid-
1982. Several of the subsidiary's customers have filed

protests to the application. The Company is also
exploring the possibility of sale of the subsidiary's
assets, other than certain real estate, for a nominal
amount. If approval to abandon service should be
granted or such assets sold. the unrecovered amount
of the Company's investment, estimated to be
approximately $11 million net of t- ‘ated tax benefits at
December 31, 1981, would be charged against earn-
ings at that time.



P. QUARTERLY FINANCIAL INFORMATION (Unaudited):

Operating  Operating Net
Quarter Ended Revenues Income Income
(Thousands of Dollars)

March 3y, 1000 ............ccovviniinrnnsnnsncnsnss $174,023 $35,232 $25,835
ARSI o & 50000 -0 a5 5 453w i i e e R 160,763 30,360 20,841
September30,1980 .................oviniiiirannn 177,274 32,436 23,218
D00oMDErSs, 100D .....cc000cuiirinivosnvnisannces 177,405 34,841 23,067
R el M S 192,126 37,348 24,539
R e AR YR Iy, Lo o PO o 185,814 34,747 20,980
September 30,1981 ... ..............c0iiiiiiiinnn. 215,822 45,151 32,037
December 31,1981 ... ... ... .......coiviiiinnrnnns 203,085 43,100 31,316

o
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Q. SUPPLEMENTARY INFORMATION TO DISCLOSE the effects that general inflation (constant dollar) and
THE EFFECTS OF CHANGING PRICES (Unaudited): changes in specific prices (current cost) have had on
The following supplementary information is supplied' in the Company’s results of operations. The data pro-

accordance with the requirements of the Statement oi vided are not intended as a substitute for earnings
Financial Accounting Standards No. 33, Financial reported on a historical basis, but offer some perspec-
Raporting and Changing Prices. This Statement tive of the approximate effects of inflation rather than
requires adjustments to historical cosis to estimate a precise measurement of these effects.

STATEMENT OF INCOME ADJUSTED FOR CHANGING PRICES
For The Yea: Ended December 31, 1981

(Thousands of Dollars)
Conventional
Historical
Cost
L R S SR $796,847
L A N e R oy - R T - 5 249 547
e e N B N e N et Ly 16,189
Other operation and maintenance expense ................... 179,459
Depreciation @Xpense . ...............couiuiirrininnnrnnnnn. 61,464
Taxes other thanincometaxes ......................cccuovu.. 58,218
IR BRI 456 & v/ e'a- 5 oo T i s ae o b ow e A o ot 71,625
b e e TP L IR ULLE ety S ST 92,968
Other income and deductions—net . . ... PO s ol LS (41,494)
687,976
Net income (excluding reduction of property, plant
and equipment to net recoverablecost} .................... $108,871

Increase in specific prices (current cost) of property, plant

and equipment held duringtheyear®® ......................
Reduction of property, plant and equipment to

UL PDOENONREIN DB . . . . «vvonnisssiy ¢ussolimasenssvhaioeie

Excess of increase in general price level over increase in
specific prices after reduction of property, plant and
equipment to net recoverablecost .........................

Gain from decline in purchasing power of net amounts owed . . ..

Constant
Dollar
Average
1981 Dollars
$796,847

249,547
16,189
179,459
135,779
58,218
71,625
92,968
_(41.494)
762,291

$ 34,556*

$(121,823)

135,109
$ 13,286

Current
Cost
Average
1981 Dollars
$796,847

249,547
16,189
179,459

$399,773

(100,451)
(405,651)

(106,329)
135,109
$ 28,780

’Mhnzgmarmmolwop«w.wntwmnonﬂnoovmcost.mnﬂlouonnconsumdolwmmldhanbnn
7

$87

**AL Doeombev 31, 1981, current cost of proper ,, plant undﬁapmom. net of accuinulated depreciation, was $4,983 362, while historical cost or

net cost recoverable through depreciation was $2,334



FIVE-YEAR COMPARISON OF SELECTED SUPPLEMENTARY FINANCIAL DATA
ADJUSTED FOR EFFECTS OF CHANGING PRICES

(In Thousands, Except Per Share Amounts)

income before cumulative effect of
accounting change (excluding
reduction of property, plant and
equipment to net recoverable
R R e RS

Income per common share before
cumulative effect of accounting change
(after dividend requirements on
preferred and preference stock) ... ...

Net assets at year-end at net recoverable
T e WA S R P NS

Current cost information:

Income before cumulative effect of
accounting change (excluding
reduction of property, plant and
equipment to net reccverable cost) ...

Loss per common share before
cumuiative effect of accounting change
(after dividend requirements on pre-
ferred and preference stock). ........

Excess of increase in general price level
over increase in specific prices after
reduction of property, plant and
equipment to net recoverable cost .. ..

Net assets at year-end at net recoverable
QI 5 ox i € ke h S BN e e A e

General information:
Gain from decline in purchasing power
of netamountsowed ................
Cash dividends declared per common
T e R R S
Market price per common share at
PROPONE . .visancisrriasiaarises v
Average consumer price inuex . .........

Historical basis:

Operatingrevenues .....................

Cash dividends declared per common
e S S S e Y

Market price per common share at year-end

Proven and probable coal reserves at
beginning of year (tons)

TONBDTOORI UNDE . .- cvmoninsvaniness

Average cost pcr ton of minedcoal . ..... ..

Year Ended December 31,
1981 1980 1979 1978 1977 )
g i E P s -
$796,847 $760,982 $779,678 $798,977 $729,766
34,556 37,082 40,156
$.28 $.30 $.33
738,040 730,483 744 457
19,422 19,143 15,572
$(.09) $(.18) $(.44) .
106,329 189,650 216,907
738,040 730,483 744 457
135,109 188,667 216,763
$ 1.85 $ 1.99 $ 221 $ 240 $ 2.58
$13.25 $13.94 $17.06 $20.56 $28.71
2724 2468 2175 195.4 181.5
$796,847 $689,465 $622,540 $573,128 $486,243
$ 1.85 $ 1.80 $ 176 $ 1.72 $1.72
$13.25 $12.63 $13.63 $14.75 $19.12
28,100 29,900 30,650 31,650 33,751
680 875 928 699 728
$35.10 $31.14 $28.71 $30.72 $27.45 -



Constant dollar amounts represent historical costs
stated in terms of equal purchasing power, as meas-
ured by the Consumer Price Index for all Urban
Consumers. Current cost amounts reflect the changes
in specific prices of plant from the date the plant was
acquired to the present, and differ from constant dol-
lar amounts to the extent that specific prices have
increased more or less rapidly than prices in general.

The current cost of property, plant and equipment,
which includes land, land rights, intangible plant, prop-
erty held for future use, construction work in progress
and nuclear fuel in process, represents the estimated
cost of replacing existing plant assets and was primar-
ily determined by indexing surviving plant by the
Handy-Whnitman Index of Public Utility Construction
Costs. The current cost of coal properties was deter-
mined by indexing coal reserves and machinery and
equipment by the Marshall-Stevens Mining and Milling
Index. The current year's provision for depreciation
and depletion on the constant dollar and current cost
amounts of property, plant and equipment was deter-
mined by applying the Company's depreciation and
depletion rates to the indexed plant amounts.

Fuel inventories, the cost of fuel used in generation
and purchased power have not been restated from
their historical cost in nominal dollars. Rate regulation
limits the recovery of fuel and purchased power costs
through the operation of adjustment clauses or
adjustments in basic rate schedules to actual costs.
For this reason fuel inventories are effectively mone-
tary assets.

As prescribed in Statement 33, income taxes were
not adjusted.

The regulatory process limits the Company to the
recovery of the historical cost of service in its rates.
Therefore, any excess of the value of plant under con-
stant dollars or current cost must be reduced to the
net recoverable cost, which is historical cost. The
amount of this excess that accumulated as a result of

inflation in the current year must be reduced to net
recoverable cost.

The Company, by holding assets such as receiv-
ables, prepayments and inventory, suiiers a loss of
purchasing power during periods of inflation because
the amount of cast: received in the future for these
items will purchase less. Conversely, by owing mone-
tary liabilities, primarily long-term debt, the Company
benefits because the payment in the future will be
made with nominal dollars having less purchasir.3
power. The Company has significant amounts of long-
term debt outstanding which will be paid back in
dollars having less purchasing power and, therefore,
for purposes of these calculations, has a net gain from
holding monetary liabilities in excess of monetary
assets.

As aillowed by Statement 33, items in the income
statement, other than depreciation expense, were not
adjusted. The cost of fuel used in electric production
was not adjusted because the effect on earnings was
not material due to the relatively short turnover period
between incurring these costs and their recovery
through the energy cost rate.

The regulatory process limits the amount of depreci-
ation expense included in the Company’s revenue
allowance and limits utility plant in rate base to original
cost. Such amounts produce cash flows which are
inadequate to replace such property in the future or
preserve the purchasing power of Common equity
capital previously invested. While this effect is partially
mitigated by the benefit derived from holding long-
term debt, the Company has a net purchasing power
loss which is experienced by the Common share-
holder and can only be overcome by adequate rate
relief. However, the Company expects that it will be
able to establish rates which will recover the
increased costs of new plant when such costs are
incurred.
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Dugquesne Light Comparty
Selected Financial Data and Statistical Summary

(Thousands of Dollars, Except Per Share Amounts)

1981 1980 1979 1978 1977 1971
SUMMARY RESULTS OF OPERATIONS S = i A TR R
Residentialrevenues .. ...................... 223,146 196,400 176,744 167,338 143,299 66,197
Commercialrevenues .. ... ................. 243,304 209,686 185,701 173,768 147,433 62,278
Industrial revenues ......................... 300,065 250,295 232,389 205,149 171,174 59,209
Street lighting and other revenues ......... .. 12,383 11,052 10,370 9,942 8,286 3,965
iiscellaneousrevenues . ............. ....... 7,116 7,104 6,142 5,917 5,054 1,310
Total electricrevenues .. .................. 786,015 674,537 611,346 562,114 475246 192,959
Steam heatingrevenues . .................. 10,832 14,928 11,194 11,014 10,997 3,751
Total operating revenues ............. 796,847 689,465 622,540 573,128 486,243 196,710
Operation and maintenance expenses .. ...... 445,195 393,998 362,987 338,922 249,223 92,468
BN 5 o s e v vt s b b e s 61,464 53,897 48,450 45,660 43,185 19,170
Taxes other than income taxes ............... 58,218 48 358 47,476 41,997 40,238 15,126
I I + ¢ - ovin s hnain sk i s e i 57,353 50,292 40.452 37,255 43,944 14,588
Interest charges, net of allowance for
borrowed funds used during construction . . . . 92,968 75,630 65,415 60,614 58,684 22879
Other income, principally allowance for equity ,
funds used during construction ............. 27,222 25,672 20,602 17,043 16,498 7,267
Income before cumulative effect of the change
T S S 108,871 92,962 78,362 65,723 67,467 35,746
ORI 5. oo v i bbb ek s ek o s e 108,871 92,962 82,207t 65,723 67,467 39,746
Dividends on Preferred and Preference Stock 22976 23,353 23,721 18,915 16,677 5,054
Earnings for Common Stock ................. 85,895 69,609 58,486 46,808 50,790 34,692
Average number of common shares
ORI o ¢ v.x o5 55560 %58 355 600 v v'a 6 0.5 41,764 38,267 32,239 31,464 29,000 15,820
Earnings per share of Common Stock ......... 2.06 1.82 1.81% 1.49 1.75 219
Dividends declared on Common Stock ........ 1.85 1.80 1.76 1.72 1.72 1.66
PLANT
Property, plant and equipment . ... .......... .. 2,809,753 2604333 2380805 2201805 2,017,774 1,085,645
Accumulated depreciation ................... 477,009 424 653 386,479 349,668 320,832 231,386
Net property, plant and equipment . . . .. 2,332,744 2179680 1994326 1852137 1696942 854,259
TOTALASSETS .........oceivviiieninnnnnns 2,668,577 2447163 2222537 2,068,753 1862945 912,343
CAPITALIZATION
ORI B - o oo s v0nisssinsmesinsns o 45,303 40,166 35,550 31,750 29,000 16,650
Capitalsurplus .....................ccv0o.. 550,244 494 228 433,984 387,185 341,017 142,185
Retainecearnings .......................... 167,149 158,546 158,772 158,035 166,551 105,992
Non-redeemable Preferred and
PreferenceStock ......................... 156,137 156,137 156,137 156,137 156,137 61,137
Redeemable Preferred and Preference Stock . . 143,924 146,867 149,998 154,572 79,062 29,985
First mortgage bonds (less sinking fund
requirements and current maturities) ........ 983,870 918,230 808,830 721,710 736,560 469,610
Sinking fund debentures . .. ... ............. 10,682 10,981 11,436 12,358 12,436 15,189
Pollution control obligations .................. 166,000 116,000 116,000 116,000 116,000 —
Unamortized debt discount
andpremium—net . ....................... (9,453) (7,161) (5,770) (4,977) (5,138) -
Total capitalization ................... 2,213,856 2,033,994 1,864,937 1,732,770 1,632,425 840,748

tincludes cumulative effect to January 1, 1979 of the change in billing practice, net of income taxes, of $3.845 or $.12 per share.
RESIDENTIAL SERVICES

Average use per customer (kilowatt-hours) . ... 5,698 5,770 5,629 5,765 5,785 5142

Average revenue per kilowatt-hour ... ... ... ... 7.806¢ 6.828¢ 6.3F3¢ 5.924¢ 5.094¢ 2.768¢

SALES OF ELECTRICITY

(millions of kilowatt-hours)

o R R R 2,858 2,87€ 2,778 2,825 2813 2,391

OGN . .. .ovocivevninnnncimmmesssnrss 4,065 4,020 3,866 3,782 3,909 3,333

e Je TR R RS L S 6,582 6,272 6,546 5,908 6,182 4,855

Street lightingandother ..................... 125 129 131 130 130 100
L e R RN U 13,630 13,297 13,321 12,645 13,034 10,679

@



1981
ENERGY SUPPLY AND PRODUCTION DATA ol

Energy supply (million.c of kilowatt-hours)
Generated in systemplants .. ... ......... 1394
Purchased and net interchange ............ 410
Losses and company use . . ; : (694)

1978 1977 1971

13,485 12,252 13,798 11,151
541 1,089 (125) 232
(729) (696) 1639) (704)

BRI oo i 3 o : _ : 13,630
Generating capability (thousands of kilowatts) 3177
Peak load (thousands of kilowatts) .......... 2,522
Cost of fuel per million BTU : 159.660¢
BTU per kilowatt-hour generated L213 10,931
Average production cost per kilowatt-hour . 2.354¢
NUMBER OF ELECTRIC CUSTOMERS-

At End of Year
Residentiai 503,044
Commercial : : s 48,857
Industrial . . e 2,016
Street lighting and other 1,13

Total .. .. e 555,630

13,297 12,645 13,034 10,679
3,179 3,289 3,289 2,335
2474 2,379 23N 2,015

149.768¢ 125.349¢ 100.696¢ 33.946¢

10,811 11,031 10,855 11,204
2.202¢ 1.919¢ 1.393¢ 0.515¢

500466 496005 491698 487474 466,099
48,306 47,976 47,679 47154 45476
2,005 1,975 1,932 1,889 1,723
1,725 1746 1747 1768 1821
543,056 538285 515,119

552,502 547,702

Management’s Discussion and Analysis
of Financial Condition and Results of Operations

Capital Resources and Liquidity
Construction

During the five years ended December 31, 1981
gross additions to utility plant of the Company and its
subsidiary aggregated approximately $1,022 million,
exclusive of $31 million of accumulated construction
costs applicable to cancelled generating units, and
retirements were approximately $68 million. These
additions represented a 51% net increase in utility plant.

As a resuit of the rate order entered on February
20, 1981 by the Pennsylvania Public Utility Commis-
sion, the Company reduced its original 1981 con-
struction budget, exclusive of allowance for funds
used during construction, from approximately $223
million to approximately $193 million. In October 1981
the Company further reduced its 1981 construction
budget. Construction expenditures during 1981 were
approximately $179 million, exclusive of allowance for
funds used during construction. These expenditures
were primarily for the construction of three CAPCO
generating urats in addition to improving and expand-
ing production, trarsmission and distribution systems
and pollution control equipment

For planning purposes, the Company's current
estimate of construction expenditures, exclusive of
allowance for funds used during crnstruction, is
approximately $235, $248, $225, $250 and $225 million
for each of the years 1982 through 1986, respectively.
These estimates include an aggregate of approxi-
mately $28¢ million for the three jointly-owned gener-
ating units being constructed under the CAPCO
arrangements, including related transmission facili-
ties. See Note K to the financial statements. The bal-
ance of the estimated construction expenditu. 2s is
for the improvement and expansion of production,

transmission and distribution systems, for the addi-
tion of pollution control equipment at generating sta-
tions presently in operation and for new businass
construction and other projects. The foregoing esti-
mates do not include the cost of nuclear fuel, which
is expected to be leased rather than purchased. See
Note L to the financial statements. Existing and
anticipated lease agreements are expected to be
sufficient to finance the cost of all nuclear fuel
requirements through the third quarter of 1983, and
the Company anticipates that the remaining nuclear
fuel requirerents will also be leased.

The amount which the Company must spend for
its construction program is regularly ur:Jer review
and is subject to changes influenced by business
and economic conditions and other factors, such as
escalation of labor, material and equipment costs,
rate of construction progress, the development of
environmental and nuclear safety regulations, scrvice
reliability and system efficiencies. In addition, this
review must also take into account difficulties in
obtaining rate increases sufficient to generate ade-
quate earnings, possible changes in load growth
trends and, in the case of the CAPCO construction
program, the ability of each of the CAPCO compa-
nies to finance its capital requirements.

Financing

The Company anticipates that funds required for
plannad construction expenuitures in the next sev-
eral years will be provided principaily from the issu-
ance of additional equity and debt securities and in
part from cash becoming available from operations.
On March 24, 1981, the Allegheny County Industrial
Development Authority issued $50 million of pollution




control revenue bonds to reimburse the Company for
the final portion of the cost of air poliution control
facilities at the Company's Phillips and Elrama Power
Stations. The bonds have an interest rate of 12%,
and principal and interest on such bonds are funded
by the Company. On June 25, 1981 the Company
issued $80 miilion of First Mortgage Bonds with an
inierest rate of 16%. On Septermber 29, 1981 the
Company issued and sold 4,100,000 shares of Com-
mon Stock. Portions of the net proceeds from these
three issues were used to pay short-term indebted-
ness incurred for construction purposes and the bal-
ance was or is being applied directly to construction
expenditures. Qutside financing provided approxi-
maiely 54% of the funds required for construction
expenditures during 1981 and the Company currently
estimates thal approximately 72% of funds required
for its 1982 construction program will come from
outside financing.

Interim financing will be through bank borrowings
and sales of commercial paper. See Note E o the
financial statements. Variable market and general
economic conditions may affect the Company's
selection of financing alternatives and adversely
affect its ability to raise capital. In order to maintain
earnings adequate to finance construction expendi-
tures and refunding requirements, the Company
requires rate increases sufficient to offset increased
costs and provide a fair rate of return.

The Restated Articles of the Company require that
for the issuance of Preferred Stock, earnings (after
income taxes) availabwe for interest charges be at
least 1.5 times the sum of interest charges on ali
indebtedness and Preferred Stock dividend require-
ments. This restriction currently precludes the Com-
pany irom issuing Preferred Stock. There is no simi-
lar restriction upon the issuance of the Com Jany's
Preference or Common Stock

Rate Matters

On February 20, 1981 the Commission entered a
final Order regarding the Company’s $113 million rate
increase filed in April 1980. The Order granted $47.5
million of which $38.8 million is reflected in the Com-
pany’'s 1981 revenues

On April 30, 1981 the Company filed with the Penn-
sylvania Public Utility Commissior: a rate schedule
requesting an annual increase of $100.4 million. On
June 30, 1981 the Company filed a new rate sched-
ule in accordance with an option granted by the
Commission for a rate increase of $64.2 million
annually pending the nutcome of an investigation
Into the rate request. T.ie Company's 1981 revenues
increased by $26.8 million as a result of the Com-
pany accepting this option. See Note M to the finan-
cial statements. A final decision on the rate order for
$64.2 mi'lion is expected earl* . 1982

Effective May 1, 1981 the Company's energy cost
rate was changed from a historical ¢t st basis to a

projected cost basis, with provisions for a subse-
quent adjustment {0 actual cost. This change
reduces the time lag in the recovery of energy costs
through revenues and thereby improves the Com-
pany's liquidity.

Canceiled Generating Units

In 1980 the CAPCO companies cancelled the con-
struction of four nuclear generating units. The Com-
pany's share of the accumulated construction costs
was $31.4 million at December 31, 1981. The Coin-
pany has requested approval to amortize such costs
over a 10-year period. Additiona! costs may be
incurred due to termination claims which have been
filed. See Note C to the financial statements. In its
February 20, 1981 rate order the Pennsylvania Public
Utility Commission deferred a decision on the Com-
pany’s request to amortize and recover the accumu-
lated construction costs from its customers pending
the conclusion of a Commission investigation of the
CAPCO construction program.

Deferred Coal Costs

The Commission also ordered that the Company's
Warwiclk mine be excluded from rate base and
placed restrictions on the Company’s recovery of the
cost of coal from that mine. See Note G to the finan-
cial statements. The Company expects to recover its
Warwick coal production costs, including the balance
of production costs deferred at December 31, 1981,
and a partial return on its investment in the mine,
through thie energy cost rate in 1982

In December 1980 the Commissior: ordered an
investigation into the reasonabieness of the costs of
coal supplied by Quarto Mining Company. By Interim
Order entered January 12, 1981 the Commission
directed that the Company revert, pending comple-
tion of the Commission's investigation, to including in
its energy cost rate the approximate prevailing mar-
ket price of similar coal rather than the actual cost of
Quarto coal. The Company is deferring the excess
of the price of Quarto coal over market price until
inclusion of the actual price of the Quario coal in its
*nergy cost rate is permitted by the Commissinn. If
inclusion is disallowed, such difference would be
charged to income in the year of disallowance. Such
deferred costs amounted to approximately $15.4 mil-
lion at Cecember 31, 1981. See Note G to the finan-
cial statements. The cost of Cuarto coal to be
deferred in the future cannot currently be estimated
because of uncertainties related to the rate and cost
of future production and the prevailing market price
of similar coal.

Other

The Economic Recovery Tax Act of 1981 provides
federa' income tax incantives for eligible individuals
who participate in the dividend reinvestment plans of
qualified public Jtilities. The Company's Dividend

9




Reinvestment Plan has been amended in accord-
ance with the Act to provide eligible individual partici-
pants an election to exclude from current incomea for
federal income tax purposes for each tax year from
1982 through 1985 up to $750 ($1,500 for spouses
who file a joint return) of the dividends received in
the torm of the Company's Common Stock under the
Pian. This provision is expected to encourage stock-
holders to reinvest dividends and thereby ease the
cash requirements of the Company.

The Company has generated in each year funds
from operations sufficient to meet its operating
expenses, pay dividends and finance a portion of its
capital needs. The demands and commitments
detailled in Note M to the financial statements and
those noted above are not expected to materially
affect the Company's ability to finance its operations
oOr its construction program.

Resulis of Operations

Operating revenues increased in the years 1979
through 1981 over the respective p: acedin ) years, for
the following reasons

1981 1980 1979

(Millions of Dollars)

General rate increases $ 656 $352 8254
Increase in electrical consumption 9.2 52 163
Energy cost rate revenues : N2 231 174
State tax adjustment 1.5 25 2.1
Temporary surcharge —  (122)
4

Other ) 7(.1') = __9 M
$1074 $669 494

The operating revenues of the Company are
based on ictes authorized by the Pennsylvania Pub-
hic Utility Commission. These rates are designed to
recover the Company's operating expenses, plus a
rate of return on the investmant in utility rate base
The Company aiso has an energy cost rate which
allows it to recover the difference between actua!
fuel costs and fuel costs included in base rates

Operating expenses other than income taxes,
have increased substantially in all three years and
continuing increases are expected in the cost of coal
and oil and cther operating expenses due to inflation
and higher depre ciation expense resulting from
increases in utility plant and increased depreciation
rates. In September 1980, the CAPCO companies
placed Mansfield Unit No. 3 in full commercial opera-
tion, which increased the various operating expenses
in 1981. Additionally, fuel expense increased ir 1981
compared to 1980 due primarily to increased ge: ara-
tion, higher fuel costs and increases in deferred
energy expense. Purchased power expense
decreased in 1981 compared to 1980 due primarily to
increased sales of power to other utilities, the avail-
ability of Mansfield Unit No. 3 as noted above and

the above average per.ormance of the Beaver Valley
Unit No. 1. These increases in available generation
were partially offset Ly the Unitad Mine Workers of
America coal strike during the period March 27, 1921
to June 17, 1981. Other operation expense.;
increased in 1981 compared to 1980 due to expenses
at Bruce Mansfield Unit No. 3, the effects of inflation
and increased general and administrative expenses.
Maintenance expenses increased substantially in
1980 compared to 1979 due primarily to modification
work at the Beaver Valley Power Station, which was
required by the Nuclear Regulatory Commission (the
“NRC"), and increased distribution maintenance
expenses related to storm damage. in late Decem-
ber 1981 Beaver Valley Unit No. 1 was removed from
service for an estimated period of approximately five
months for refueling and additional NRC required
modifications. The Company is unable to predict the
nature or the cost of additional modification work
that will be required by the NRC in future years.

Taxes other than income taxes increased in each
year primarily due to increased Pennsylvania gross
receipts taxes, which vary in direct relationship to
revenues and, additionally, in 1979 and 1981 as a
result of increased capital stock tax expense. The
effective income tax rate for the three years ended
December 31, 1981, 1980 and 1979 was 35%, 35%,
and 34%, respectively

The increases in allowance for equity and bor
rowed funds used during construction (AFC) were
primarily due to the increased cost of construction
and an increase in the AFC rate from 7.0% in 1979
to 7.4% in 1980 and to 7.6% in 1981. Interest
expense for each of the years 1981, 1980 and 1979
was higher *han the prior year amount as a result of
an increase . total short and long-term borrowings
and higher average interest rates. The weighteu
average interest on all debt for 1981 was 8.8%, com-
pared with 7.8% in 1980 and 7.6% in 1979. The
increases in total borrowings were due to the issu-
ance of additional debt to finance the Company's
capital expenditures

Earnings for Commo. Stock and earnings per
share in 1979 include $3.8 million and $.12 per share,
respectively, as a result of a nonrecurring change in
billing practice. See Note B to the financial state-
ments. Earnings per share of Common Stock for
1981, 1980 and 1979 were adversely affected bv
incraases in the average number of shares outstand-
ing, which reduced earnings per share by $.18, $.34
and $.05, respectively.

The Company has prepared information on the
effects of inflation and changing prices in accord-
ance with the Financial Accounting Standards
Board’s Statement No. 33. Such information is in
Note Q to the financial statements.




Business
of the Company

Duquesne Light Company is engaged
principally in the production, trans-
mission, distribution and sale of elec-
tric energy. The Company serves an
area of approximately 800 square
miles in Aliegheny and Beaver Coun-
ties. This area, which includes the City
of Pitisburgh, is located in South-
western Fennsylvania and has a pop-
ulation of about 1,430,000. Aliegheny
County Steam Heating Company, a
wholly-owned subsidiary of Duquesne
Light Company, provides steam heat-
ing service in the orincipai business
sec’ion of the City of Pittsburgh.
The executive offices of

Duquesne Light Company

are located at

435 Sixth Avenue,

Piitsburgh, Pennsylvania 15219,

Duquesne Light Company is an
Equal Opportunity Employer.

Company Officers

John M. Arthur
Chairman of the Board and Chiei
Executive Officer

Stanley G. Schaffer
President

Charles M. Atkinson

Vice President—Fiscal

Roger D. Beck

Vice President—Engineering & Construction
John J. Carey

Vice

Clifford N. Dunn

Vice President—Operations
William F. Gilfillan, Jr.

Vice President—Customer Service _

George |. Rifendifer
Vice Presicent—General Services

Earl J. Woolever

Vice President—Nuclear Construction
James O. Ellenberger
Controlier

Ronald ... Males
Treasurer

Thomas Welfer, Jr.
Secretary

Richard J. Ciora
Assistant Treasurer
Lawrence P. Galie
Assistant Treasurer

Joan S. Senchyshyn
Assistant Secretary
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Management
Changes

New Divisions

On March 24, 1981, the Board of
Directors authorized the formation o.j
a new Nuclear Division and elected
John J. Carey as Vice President-
Nuclear. 7his new Division is respon-
sible for nuclear operations, nuclear
safety and licensing, nuclear support
services and nuclear engineering.

On December 22, 1981, the Board
of Directors authorized the formation
of a new Nuc'ear Construction Divi-
sion and elected Earl J. Woolever the
Vice President. This new Division is
responsible for the construction of
Beaver Valley Unit No. 2.

New Vice President

At the January 1982 meeting of the
Board of Directors, Roger D. Beck
was elected Vice President—
Engineeriro and Construction. Mr.
Beck succewded Earl J. Woolever.
Since joining the Company in 1962,
Mr. Beck has worked in the Engineer-
ing and Construction Division, Cus-
tomer Services Division and the Pub-
lic Information Department.

New Officers

1 addition, four other employees
vere elected officers in 1981 by the
8eard of Directors. They include
James O. Ellenbergé?, Controller;
Ronald G Males, Treasurer; Richard
J. Ciora, Assistant Treasurer: and
Lawrence P. Galie, Assistant
Treasurer.

1971-1981 Dimensions

In mid-year 1982 the Company plans
to publish Duguesne Light Dimen-
sions containing in-depth information
concerning the Company. Dimensions
will include an 11-vear statistical
review and discussion of some of the
important issues affecting Duquesne
Light Company. For a copy of Dimen-
sions write:

Duquesne Light Company
Public Informati~rn Department
435 Sixth Avenue

Pittsburgh, PA 15219



HIGH/LOW COMMON STOCK

Common
Stock Dividends

The Company has paid cash dividends
on its Common Stock in each year
since 1913 and on a regular quarterly
basis (January 1, April 1, July 1 and
October 1) in each year beginning in
1953 after becoming publicly owned
Quarterly dividends related to the four
quarters of 1980 and the first twc
quarters of 1981 were paid at the rate
of 45¢ per share. Commencing Octo-
ber 1, 1981 the quarterly dividend rate
was increased to 47 Va¢ per share
Future dividends will depend upon
future earnings, the cash position of
the Company, construction require-
ments, rate regulation and other rele-
vant factors. The Company currently
expects that dividends will continue to
be paid in the future

Dividends may be paic >n the Com.-
mon Stock to the extent permitted by
law and as declared by the Board of
Directors, subject to the provisions of
the Company's Restated Articles
which restrict the payment of cash
dividends or other distributions on, or
the purchase of, its capital stock rank-
ing junior to the Preferred Stock (col-
lectively referred to as "junior stock
payments”). No dividends or cistribu-
tions may be made on the Common
Stock if dividends or sinking or pur-
chase fund obligations on the Pre-
ferred Stock or Preference Stock are
accumulated and urpaid. Further-
more, the aggregate amount of junior
stock payments which may be made
in any 12-month period are in ¢ yneral
himited to (i) 50% of consolidatied net
income for any period of 12 consecu-
tive calendar months within the 15
preceding months if the effect of such
payments would be to reduce the
ratio of common stock equity to total
capitalization to less than 20% or (ii)
75% of such consolidated net income

if the effect would be to reduce such
ratio to 2% or rnore but less than
25%. No portion of the retained earn-
ings at Decemier 31, 1981 was
restricted by virtue of this provisicri
The approximate number of holders
of Common Stock as of the February
26, 1982 record date for the 1982
Annual Meeting was 138,000

Annual Meeting of
Stockholders

The annual meeting of stockholders

will be heid at 10 a.m., Pittsburgh time,

on Tuesday, April 20, 1982 in the sec-
ond floor ballroom of the Hyatt Hotel
at Chatham Center, Pittsburgh,
Pennsylvania.

Form 10-K Offer

If you are a holder or beneficial owner
of any class of the Company's stock
as of February 26, 1982, the record
date for the 1982 Annual Meeting, the
Company will send you, upon request
and at no charge, a copy of the Com-
pany's Annual Report on Form 10-K
filed with the Securities and
Exchange Commission for the year
1981 (including a list of exhibits) . All
requests must be made in writing to
the Secretary, Duquesne Light ~om-
pany, 435 Sixth Avenue, Pittsburgh,
PA 15219

Transfer Agents
and Registrars

Common, Preference and
Preferred Stock
Pittsburgh National Bank,
Pittsburgh

Chemical Bank, New York

 CAPCO

In 1967, Duquesne Light joined with
four other ele tric utilities to form the
Central Area Power Coordination
(CAPCO) group.

Prior to 1980, ten generating units
were committed under the CAPCO
arrangements which provided for joint
ownership interests based on individ-
ual requirements. Duquesne Light
shares in nine of these units. To date,
seven are in service. The three
remaining units are to be placed in
service in 1984, 1986 and 1988

Since 1980 each CAPCO company
h~= “een responsible for establishing
its _ wn level of reserve and its own
generating capacity needs beyond
the jointly-owned units still under con-
struction. Duquesne Light is now in
*he process of developing a program
to meet its future capacity
requirements.

Duquesne Light Company

Beaver Valley #1 Beaver Valley #2
Nucle:r—1976 Nuclear—1986
Capacity: 810,000 KW  Capacity: 833,000 KW
DL Ownership:. 47.5% D.L. Ownership: 13.74%
DL Share 384750 KW DL Share 114454 KW

Pennsylvania Power Company
Mansfieid # 1 Mansfield #2
Coal—1976 Coal—1977

Capacity: 780,000 KW Capacity: 780,000 KW
DL Ownership: 263% D.L. Ownership: 8.0%
D.L Share 228540 KW DL Share 62400 KW

Mansfield #3
Coal—1980

Capacity: 800,000 KW
DL Ownership 13.74%
D.L. Share: 108,920 KW

Ohio Edison Company
Sammis #7

Coal—1971

Capacity: 600,000 KW

DL Ownership: 31.2°;

D.L Share: 187,200 ¥ v/

The Cleveland Electric

llluminating Company

Perry #1 Perry #2
Nuclear—1984 Nuclear—1988
Caracity. 1,205,000 KW Capacity 1,205,000 KW
D.L. Ownership: 13.74% D.L. Ownership: 13.74%
2.L. Share: 165567 KW D.L. Share: 165 567 KW

Eastlake #5
Coal—1972

Capacity 635,000 KW
D.L. Ownership 31.2%
D.L Share 198 120 KW

The Toledo Edison Company

Davis-Besse # 1
Nuclear—1977
Capacitv: 890,100 KW
D L. Ownership 0
DL Share 0
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Ohio Edison System

Ohio Edison Company. with its head-
quarters in Akron, Ohio, provides electrc
service (0 about 839,000 customers in an
area of approximately +.500 square miles
in central and northeastern Ohio. The
Company's wholly owned subsidiary
Pennsylvania Power Company, with its
headquarters in New Castie, Pennsylvania
provides electnic service to about 124 000
customers in an area of approximatety
1.500 square miles in westemn Pennsylvania
Based on total kilowatt-hour sales, the
Ohio Edison System is the 19th largest
nvestor-owned electnc system in the
United States

The Companies’ clectnc senvice reaches

" . . s Q - ~ . . A
an estimated 2 8 milion peopie in 66¢

d 2 Of
ommunities and rural areas and supplies

power for resale D 26 muniCipal electnc
systems and 8 rural cooperatives. AlsC

Ohio Edison participates in the sale. pur

chase and interchange of power witt

other ew e ¢ "r"‘:\l"W'
We own or share in the ownership ( +f
plants comprising 44 generating unit:
N 198 ur tota vStem DOwWer “:‘;'wy
generating capacity of 5686 megawalt:
ncluded 86 3 percent (4. 907 megawatts)
akfired. 7.5 percent (425 megawatts)
nucCikear. and Z percer 4’4""4'_1"
f ener ,
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1981 Anrual Report

ABOUT THE COVER. The 502 foot coo
tower under construction at the Beaver
Valley Unit 2 nuclear plant in Shippingp
Pennsylvania will process S07 400 galior f
water every minute It serves as a backg

to photographs showing three aspects of
power production [Counterclockwise tog
bottom | Dellvered by barge. train or truck
the 10.1 million tons of coal burned
represented 90 percent of our generat

1981. Our plants [Inciuding ownership share
produced 24 9 blllion kilowatt-hours of
electricity The power produced was
transmitted and distributed to customers
through 32,000 miles of power lines

Ohio Edison s new identification symbo! a
appears on the cover The design was ch

for Its modern graphic appeal to reflect the #
Company s progre ‘lve attitude toward .
meeting the challenges of the future
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Financial Highlights

“rief Summary of Operations INCOME DOLLAR

e -
For the Years Ended December 31 1981 1980

Kilowatt-Hour Sales 24.7 Blilion 22 4 Bilhon
Operating Revenues $ 1.3 Billion $ 1.1 Bihon
Fuel Expense $413.7 Million 364 9 Milhor
Operating Income $252.4 Million S 169 4 Mill
Allowance for Funds Used

During Constructo $127.8 Miition $106.5 Millo
Interest Expense $267.5 Million 51799 Milho
Income Before Extraordinary

Iterr $183.0 Million $135.2 Milhor
Net Ir $197.1 Million $1352 A
Net in ‘

Stock $163.9 Million

DISTRIBUTION OF 1981
Eamings Per Common Share INCOME DOLLAR

Income Before Extraordinar

iterr

y

$1.76

$159.2 Million
$568.0 Million
$385.6 Miilion

Warren

Yo' ngitown

“Yoledo « Clevelana /

=1 .
® i

(

Massition

SERVICE AREA
OHIO EDISON COMPANY
and Pennsyivania Power Company




Justin T. Rogers. Jr

The Companies achieved a marked improvermnent in 1981
eamings, despite 3 depressed economy that had adverse effects
on us and the nation as a whoie

Rate increases recerved dunng the year. increased sales of
electcity. and continued improvement in the major facets of cur
operations were the main contributing factors to this acheve-
ment. Operating results in 1981, compared to the previous year
show that:

o Operating revenues increased 18 4 percent to $1.3 bilhon,

e Operating income increased 49 0 percent to $252 4 mifhon,

and

® Eamnings per share of common stock reached $2 30. an

increase of 51.3 percent from the 3152 earmed i 1980

(Of th= 1981 eamings. approximately 30 cents per share
represented the combined effect of the gain on the purchase
of Company bonds and settiement of 2 claimed tax liability |

Rate increases totaling $199 million on an annual basis helped
to bring our income closer to necessary levels. Also, I earty
1982 Pennsytvania Powe, began collecting rates which will add
neary $27 millon to our annual revenue Yet. recognizing the
need to keep pace with inflation, Ncreased operating costs. and
high interest rates. we continue our efforts to obtain rates that
cover expenses and provide a fair rate of return to our
stockholders. Apphcations for addmonal rate INCreases Now
pending before the vanous regulatory commissions total more
than $131 million and are detailed in the “Electric Rates” section
of this report

Two things contributed to our 10 | percent increase in 1981
total electnic energy sales, which reached 24 .7 billion kilowatt-
hours First, while residential sales were down 0.8 percent, sales
to commercial and industnal customers were up 2.2 percent and
5.0 percent, respectively. Second, with the continued improve-
ment in the performance and availability of our coakfired gener-
ating units— 76.3 percent compared to 721 percent in 1980—
we soid $74 milhon worth of power to other electric companies
That gain marked the first tome since the mid-1970s that we sold
more power to other utiities than we bought for our own
needs.

The improved availabiity of the Beaver Valley Power Station
also contributed to our results anda at the same tme helped hold
down the cost of fuel to our customers. The 810-megawatt
nuciear generating unit had an equivalent availabiity rating of
73 6 percent in 1981—a noteworthy achieverment in its sth
year of operation. Due in part to the avaiabity of Beaver Valley
our use of more expensive o and coakfired generaton
decreased from 99.3 percent of total generation in 1980 to 90 |
percent n 1981. We believe this trend will continue when
Beaver Valley Unit 2 and Units | and 2 at the Perry Nudear
Plant assume more of our generating load after thew scheduled
completion N the mit- to late-1980s

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

in February 1981, The Pubic Uties Commission of Ohio
(PUCO) authorized us to begin recovenng. through electnc rates
over a ten-year penod, the preliminary costs for cancelied
generating units. However. in July the Supreme Court of Oho
ruled, in a case involving The Cleveland Electric iuminating
Company [CEI). that the PUCO could not authorze recovery of
these costs as service-related costs in retad rate cases and an
appeal by CEl to the U S. Supreme Court was dened in January
1982 Since that denial, CEl has appealed a subsequent order of
the PUCO requinng the utility to reduce its rates to reflect the
eliminatcn of these costs. Although the outcome of this matter
and its effect upon the Company are still uncentan, we face a
possible after-tax write-off of about $48 milion, or 67 cents per
share of common stock. based on the average number of shares
outstanding during 1981. Whether a write-off will occur, and f
50, it. tming. will depend upon a number of developments
including the outcome of the CEI appeal and possile future
actions by the PUCO

As a result of the Ohio Supreme Court ¢ _ision, we were able
to obtain, within two weeks of that decision. a $90 milion rate
increase (effective August 1) after reaching agreemernit with all
the participants in our pending rate case All parues agreed to
the level and the timing of the increase The Company also
agreed, at the insistence of one of the partes. to a heanng to
determine whether there should be a management audt of th
Company. We agreed to the heanng in order to avoid any delay
IN receiving an immediate increase. However, in granting the
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Electric Sales and Revenues
Increase

a2

Operatirg Expenses and Taxes

Oera 1 expDe 3 IXF

Earnings and Dividends

N

1980 amount of $911.5 millkon

The purchase of fuel needed to generate
electncity continued to De our iargest oper
ating expenditure, accountnq for 32 cents

of every revenue dollar received in 1981

These costs totaled $413.7 mlhor 3 13.4

by $115.8 milion, or 12.7 = »cent, fron: the

percent ncrease over 198(
Net costs of power purchased and inter
anged ‘exchanged with other electri

mpanies) reflecteu an expense of $29.3

-

1

| 19 » w €9 1
n 1981 up 14 4 percent fror 326 1
milion in 1980 pimarily because more

power was getivered to other ut

enue sales in 1981 OPPOSEX
nange sales

Other

M .

1982 through 1986 The five-year penod
reflects substantial expenditures for three
nuCiear generating units schedy‘ea for
compienon between 1984 and 1988 ard
a large environmental program scheduied
for compieton in 1984 A s

portion of funds for these

will come fr 1 the salke

Interest and O idends

Net Income for Common Stock
Increases
A

Tos crane lifts the 7 ton d

nment building of the Pe

which is 8

 operation in 1984

percer

8 om Left The Beaver Valle

plant. scheduled for operat

y

being financed. In part by the inr

n Energy Trust
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System Operations System Dispatching Center
Nearing Completion

The $9 1 mihon S',‘!,.... D spat

center, which will Increase the oper

efficiency of our transn ( 3
fistribution system, is scheduled
a operaton n late 1987 The ’ tur
Generating Unit Availability : ,
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» ric Rates and $32.7 million retail rate increase request
Regulatory Developments

filed with the Pennsyivania Pubic Utiity

Commission in Apnil 1981

Wholesale Rate Cases Nen{ Fuel Adjustment Used

' ’ ’ »

1 c C UG \ « t
January 198 the Fegderal Ener 1V 4 9 ’

U
Reguiatory Commussion (FERC

Ohio E

Retail Rate Cases

T ibstations for tr a . _
op: Substations for transmission and Kilowatt-Hour Sales
distribution of power are an Integral par
Supplying adequate and rellable electr
service to more than 960,000 customers
Left: Brighter, energy-efficient lights
provide better visibllity and Improve camera
coverage for high school football fans at the
Paul Brown Tiger Stadium In Massilion

B-"«‘wnghf nd w"",a"S("‘»q"
major renovations have occurr~d In the (
Block area, represented by this nighttime

scene For its new ten-story office bulldir

{left). Credit Life Corporat n Is considering
economica u/"‘."’)'){;l"“pl-!(' sh lv.,«‘t,r
gas heat during the day to electric heat
during off-peak hours




mulhon principal amoun uton Con 833-megawatt nucie jenerat
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Security Sales
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Ohio Edison Energy Trust

New Long-Term Capital
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Financing {Continued)

" luclear Fuel Financing

To provide funds for financing the costs
of nuclear fuel, the Company ent>red into
an arrangement in December involving the
formation of a special purpose corporation
unrelated to the Company. The corpora-
tion will issue commercial paper or make
bank borrowings to finance tiiese costs
and will lease the fuel to the Company
As the arangement currently exists, up to
$135 million is available As of December
31. $15 milhon was financed through this
arrangement. Pennsyivania Power expects
to enter into a similar arrangement N early
1982 for $30 milon to finance its nuciear
fuel costs

Securities Ratings Lowered

in July, two investor services lowered
ther ratings of the Company's securtes
citing the Company'’s ONAMIOr
high money costs and the continued higr

cash demands resulting from the

financia

Coal Supplies

Approximately 10.1 malion tons of coal
were bumed at our nine coakHfired power
plants in 1981. About half of our coal
purchases are made through long-term
contracts for supphes coming from south
eastern Ohio and westem Pennsylvania
The balance is purchased on the open
market from the same region and from
eastern Kentucky and We<t Virginia
Pennsyivania Power buys coal from
and western Pennsyivania

Coal Quality Improved,
By-Products Sold

wWe continued [0 purcnase

central

DJ'")(_; ,‘78‘
better-quality coal for our power plants. In
highe: heating values, the coal
represented ar approximately 22 percent
Jecrease n ash arxd an 18 percent decrease

n sulf ympared to coal recenved

WU

AT ION 1O
A0aonN 1

content

1977 The higher heat content of coa
resulted in r‘,_;r,(n boer off eNcy. less

maintenance, and lower ash handiing

construction program :
. T™h  ~ ~ ~ \ ' ~ o
Moody's Investors Service BT, e Company has a bnued K
- - r 4 *c T 19 rooc f ’ - 4 ¢ »
ratings on our 19 senes of publicly held first  MEduCe its expenditures for ash disposal Dy
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prefr-"c-v,j and preference stock remaned on v 35 3 structura 3 30 Dase
Baa and Ba. respectively material, and for highway snow and ice
a and pect
<« Uar rd and ~ T ont he sale 3l ack e lace
SO, Mancarg angc N - Orporaix
lowered our first mor 130e bonds tc v,,; ¢ three vear nale ADOroOxIMatety
B-minus from Tripie B-plus. The Company $236,00
DO non control revenue bonds were
PONUTON CONTro Y ueé DONJds W C
Sowrraded i Double § e T INOMth American Coal
wiiyia F § WOUUKT DU 4 I
B preferred stock to Double B from Trole 8 Agreement Reached
b U MO . JUR o . o
and preference stock to Double B-minu As part of an agreement reached
from Double B March between Ohio Edisnn and the
Left A barge aJdds 1.5 tans of alt -
48 m arge t delivered In 1981 t
four plants on the Ohio River — Burge
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shea eqQuipme e coal wt s
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North Amencan Coal Corporation, up !
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delvered through November 1987 1o the
R. E. Burger Piunt in Shadyside. Oh

The be washed ad the resulting

COd! W

lower ast et will as IS N meeting
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This agreement resolved a lawsuit file

by North Amencan in September 198
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Nuclear Plant Construction in October 1982. that plant is scheduled
Proceeds to begin 18 months of testing and demon
stration. It will process 600 ton

day for use n an exist'ng SO0-me

plant. In helps

Construction is continuing on three
nuclear-powered generating units being
fi .anced and built by the five CAPCO
companies: Ohio Edison. Pennsyivania
Power, The Cleveland Electnc lluminating
Company. The Toledo Edison Company
and Duquesne Light Compan are expecte
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Customer Relations Management Changes Employees
Customer Contact Board Members Retire Employee Programs
Ohio Edison and Pennsy vania Power In 1982, three members of the Board of On December 1, en PIOYees werg

fve 0 maintain good customer relations Directors will retire. foliow NG a 1980 Board maiied a st -.ement IStiNG thes rv d
In 1981, over 300 employees attended the re

esoiuton which makes members Nelgible health, ife. and pension benefie< A e
rrammg program on ‘xmd.,", Customer for nommnation Dy e Board f they are 69 3 SImMiiar statement wr” be ¢ o 1
Inquines and Complaints Also, meetings years or oider. Accordingly. D Bruce mailed to help mamtain emy I
ha\/e Dee(\ h(:"(_: with customers to h’t_,‘ .»'." fie Fre {4 “ ok nd John | ne<s f the v & f benefr ’ & "
them find ways to use glectncny more eudne F.. Will NOt he designated f N October. we estabiishe ¢
efficiently and at iess cost reelection at the 1952 Anrial AMeer . SUAOE avhich #
. (o | F, \ " v 4 AW ¥ v 4
Tb‘t‘ L’Jmiji(""f" have mainta ned a pro 3 KNOge M ';' anshiekl w AP en o JOrY eas !
gram of monthly meetings. thr ugh dn with the mpany spanned nearly 3¢ operatir IS ar i t
SIONs, with seven customer paneis of 10 yea erved as president of Ohio Edisor Work has bequr 3 Ne 00
to 15 volunteers These IStOmer pane N Charman of the Boa nia  Cla faciity at the Emy ¢
members relay our infc mation t e P NE bde el ) § b Center M » ’
Organizations they represent such 2 tribut ¢ : whict heduied f 8
Se""\," ~;r"~‘_)rw(/ (‘:_‘ r rminor ‘."f) N « = 3 T nMmuy .’ .‘.n, ZucCk WA r ¢ ¥ } W ArE
Service Agences. In addion i 'S8 I - f ¢ 4 { ¢ enaving HUNEes 1O earr X
Speakers Bureaus and Customer Service = 3 k. R Ma thout ithe
eémpioyees from both Companie JAVE npany Mr Fe er, Ex ect A tf ¥
energy-related talks to 4 755 ar Ahick A k : 3 T evelopme 3 es with the
totaled 144,823 parcipa wrect e 19 university of Ak 45 en ¢
Statement Billing Instituted envice these led. Therr leade , e the Mective

postcard bills with statement bills mader i« ] Affirmative Action Promoted
envelopes This new billing format w New Board Members Elected . ——
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Ohio Edison Corinpany

Officers Board of Directors
Justin T. Rogers, Jr. Donald C. Blaslus Frank C. Watson -
President President of The Tappan Company, President of The Youngstown Welding )
Victor A. Owoc Mansfieid. Ohio, manufacturer of and Engineering Company,
Executive Vice President microwave ovens, apphar ~es, kitchen Youngstown, Ohio. fabricator of non-
Douglas W. Tschappat cabinets and bathroom vanities. ferrous alloys Member. Nominating
Executive Vice President Member. Nominating Committee. Committee, Audit Committee
L Firestone William A. Derrick Robert G. Zimmerman
Se,r?gr Vice Presicers Independent Electrnical and Mechanical Senior Vice President of this Company
R J. Maw! Engineering Consultant. also Presiient of  Member. Nominating Committee
S Vice ; resid Leisure Industries, InC.. Sandusky. Ohi0.  pred M. Zuck
Robert G. 2 deveioper of real estate and residential Retired—formerly Chairman of the Board
- Zimmerman building. Chairman, Salary Committee. F Mache
Senior Vice President Lo - of Sandusky Foundry & Machine
John L. Feudner, Jr. Company. Sandusky. Ohio.
Vice p,ef,'dm' ¥ S Charsings Couvibl Executive Director of Akron Community  manufacturer of centrifugal castings
Trusts, Akron, Ohio. Chairman, Audit
Frank E. Derry Comrnittee, Member, Finance Committee.
Vice President Dr. Lucille G. Ford
Clyde W. Frederickson Vice President and Dean of Business
Vice President Administration, Economics, and Director,
Donaid J. List Gill Center for Business and Economic
Vice President Education. Ashland College. Ashiand,
William B. Marvin FO”HO Member, Nominating Committee,
Comptrolier .r::.nnce Commutee
Gregory F. LaFlame vy
Secretary President of Copperweld Steel Company.
H. P 8u Warren, Ohio. manufacturer of carbon
Tréasu“"m 9 and alioy blooms, billets, and bars
w G.F Member. Salary Committee
Assistant Cé)mwf)?ier 0. Souce Munstfiss )
- Retired—formerly President of this
Charles N. Glasgow Company and Charman of the Board of
Assistant Secretary its subsidiary. Pennsylvania Power
Joanne Martin Company Member, Audit Committee
Assistant Secretary Glenn H. Meadows
Mark T. Clark President of McNeil Corporation, Akron,
Assistant Treasurer Ohio. manufacturer of industrial and
automotive lubncation systems, pumps,
Division Managers sys*ems for automated produrton and
David R. Gundry ma'2nal handiing, heating and air
Akron Division cgndmonrng ngpmcnp :w":;mmtg pool
chemicals and equipment. and automatic
Qa"uo'ow'go:" Gorant beverage dispensing/control systems
' y Member, Salary Committee
ke Er:.Drvrsao: vime A. Gt
Executive Vice President of this
Maicolm E. Cash Company Member, Finance Committee
w ki Justin T. Rogers, Jr.
L. Rearick, Jr. President of this Company and Chairman
Marion Division of the Board of its subsidiary.
N. Rod Monahan Pennsylvania Power Company
Springfieid Division Chairman. Finance Committee,
Robert E. Dawson Nominating Committee :
Left (rear) D Bruce Manstield
Stark Dvision Dougias W. Tschappat F?fab: 'Zitek":vronnu;:s:.: 7‘ r:o'qrrs Jr
David C. Bixler, Jr. Executive Vice President of this and John L. Feudner. Jr
Warren Division Company Top Right: {left to right] Robert L Loughhead
Peter A. Fetterolf Robert G Zimmerman, Glenn M Meadows
Youngstown Dvision and Douglas W Tschappat )

Bottom: (left to right) Dr Lucille G Ford
Frank C Watson Donala C Blasius
Victor A. Owoc, and Wilhiam A Derrick







The consolidated financial statements were prepared by the
management of Ohio Edison Company. who takes respon-
sibiity for thewr integrity and obectivity. The statements were
Mhmmmmacw
principles and are consistent with other financial information
2npeanng elsewhere in this report. Arthur Andersen & Co., in-
dependent public accountants, have expressed an OpiNion on
the Company’s financial statements, as shown on page 40.
The Company’s intemal auditors, who are responsible to
tye Audit Committee of the Board of Dwec.ors, review the
results and performance of operating units within the Com-
pany for adequacy, effecoveness and rekabilit y of accounting
and reporting systems, as wedl as managerk | and operating
controis.

T'P-"._w:«:v:v-vr 4 W Plipens = \'-: B de 4
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SSUINTS DT Speralic K1 inancal 1000
Resuilts of Operations

Results of operations for 198! showed a significant im-
provement over 1980 results with the Company achieving a
rate of retum on average common equity of 146% com-
pared 0 9.7% and 11.2% n 1980 and 1979, respectively.
Two unusual factors were present in 1981 which helped to in-
crease eamings. First was an after<ax extraordinary gain of
$14,042,000 applicable to the Company’s purchase of
$65,821,000 principal amount of its outstanding fi_. mont-
gage bonds. This program s further described below . Second,
was the successful settiement of 3 clamed Pennsylvania tax
kabiliry ‘#hich the Company, along with other utilites, had
disputed. The Company had made provision for possible pay-
ment of the tax from 1977 through 1979, this settiement re-
sulted In an increase to 1981 net income of $7.012,000.
Absent these two factors, the retum on common
equity would have been 12.9% in 1981,

Ratr increases implemented by the Comnanies in 1981
were the major factors toward the marked eamings improve-

ment. Approximately two-thirds of the Increase in operating
revenues i a result of those rate in.reases. The remainder was

B — e e

The Audit Committee consists of three non-employee direc-
tors whose duties include: Inguiry nto the number, extent,
adequacy and vaidity of reguiar and special audits conducted
by independent public aCCOL. Xants and the Ntemal audtors,
the recommendation of indeperdent accountants to conduct
the normal annual audit and special purpose audits as may be
required. and reporting to the Board of Directors the Commit-
tev s findings and any recoms nendation for changes N scope,
methods, or procedures of the auditing functions. The Audtt
Committee heid three meetings during 1981

22 Qe

V. A. Owoxc W B Marvin
Executive Vice President L omptroller
Cheef Financial Officer

RALION |

due pnmarily to increased sales of short-tenn Jower to other
utiibes. in addition to the effect of rate increases n 1980
approxamately one-fourth of the revenue increase n that year
was due to increased fuelrelated revenues Kiowatt-hour
sales to customers other than utilities increased | 4% n 1981
after having decreased 2.8% in 1980 The 1981 ncrease was
principally the result of a 5.0% increase in kilowati-hour sales
1o Industnial customers.

The price of fuel has been increasing from 1979 through
1981 but the increase in fuel costs in 1981 compared to 1980
is primarily due to greater quantibes of fuel consumed. This
was due to the combined effect of placng Bruce Mansfield
Unit No. 3 into commercial operation in late September 1980
and the improved generating untt availabiity achveved in
1981 ~~»mpared to 1980. Were it not for the deferral of Quarno
coal costs, however, total fuel costs would have increased by

$43,200,000 more than the reported increase
for 1931 (see below and Nowe | of Notes to Consoldated
Financial Statements]. Reduced dependence upon generation
from more costly oiHfired units in 1980 heid down the increase
in total fuel costs by approximately $19,000.000 under the

e il .W»L-“‘“u‘.w -



amount that the continually increasing prces for coal and ol
would have othen , se produced iIn that year

The large reducton in purchased and nterchanged power
net. in 1980 resulted prmanily from improved generating L't
performance compared to the pnor year. The increase in 1981
reflects a reguction of power delivenes to other utilites classH
fied as “interchange” p wer. instead, the Company soid sub-
stantially more short-term power, which s included in operat-
iNg revenues on the Statements of Consoldated Income, as
discussed above Companng net power ransactions with
other utilbes Dy combirung the short-term sales and net pur
chased and nterchanged power expense. the Companies
moved from a “net buyer” posiion of $13,700,000 in 1980 to
a "ne. selier’” posion of 544 600,000 n 1981

Approximetely onethird of the total ncrease in other oper
auon expenses s altnbutabe to the ncreased operaton of
Bruce Mansheid Unit No. 3 and Beaver Valley Une No. | in
1981 compared to 1980 Correspondingly. substantially ak of
the decrease n 198 aNce expense was from the re
sulting reduced mantenance at Beaver Vailey UnkNo. 1. The
Comparwes’” maintenance costs had been nsng substantially
N pnor years because of efforts toward enhancing the avaik
ability of ther generating unts. the results of which have been
inacated above

The significant

Mmainte

nCrease in miscelianeous Ncome Nciuded N
other INCome and deduchons s mamny attroutable to
eamed on funds heid N escrow for the ¢

nterest
onstructon of pollu
bon control faciives at the Companes’ generatng units
Increased of 53% and 28% n 198! and
1980 respectively. reflect sgnficantly Ncreased nterest rates
. HMpanes
ssued approximatety $316 000 000 of new ntermediate and
long-term debt dunng 1981 having nterest rates which range
from 8-1/2% for unsecured pollution control notes to 18-3/4%
$167.500.000 and
mpletad through the Ohio

Nterest costs

—_— \ -~ - e - b re ) o N
and increased bormrowir g both years. The C

-+ v 4 - y

for first mongage bonds. In addmor
$15,000.00C of financng w
Edison Energy Trust and the Corporaton in
1981, respectuvely, at average costs of 18.7% and 13.9%, re-
spectively (see below and Note 5 of Notes to Consolidated
Financial Statements). Average short-term borrowings in 1981
were at approxamately the same level as in 1980, however
the average interest rate on those borrowings increased from
149% to 180%

informanon with respect to the estmated effects of nflaton
upon the Companies is gven n Note 10 of Notes to Con-
sobdated Financial Statement:
Capital Resources and Liquidity

The cost of the Compares’ Consuucticn programs over the
last five years was approximatety $2,300.000.000, which re-
quired permanent financing (net of debt and preferred stock
redempuons) of $1.400,000.000. n addmon to the incurrence
of long-term obiigatons of $447 500,000 The Comparves ex
pect to spend approximatety $2.900,000.000 for new con-
struction from 1982 through 1986 A major portion of this
new construchon will be funded through the ssuance of
addmonal secunves. In addibon, the Companes’ debt maturk
bes and preferred and preference stock sinking fund require
ments amount to approximately $422,500.000 dunng this
five-year penod

a
Orhe Edicon F
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In order to strengthen its common equity base by tal ng ad
vantage of existing favorable market condibons, the Com
pany began a program of purchasing certain amounts of ts
outstanaing first mortgage bonds and preferred stock dunng
the first half of 1781. The purchase of $65,82 1,000 prncpal
amount of first morngage bonds and 26,650 shares of pre
fe~ed stock under this program helped to increase the com
mon equity rato from 34 2% at December 31, 1980t0 35.7%
at December 31, 1981

New i.ethods of financing intiated by the Company n
1981 included estabiishing a8 wholly-owned finance sub
sdary. Ohwo Edison Finance N V. [Finance), and arrangements
entered Nto with Ohwo Edison Fuel Corportaton (see Note S
of Notes to Consohdated Financial Statements) Because of
the effect of cenan tax treabes, Fnance s better able to atract
funds avaiable from European nvestors than the Company
and has € hanced the Company's financng flexbity by
alowmng  to take advantage of lower<ost money which
may exist from ume to tme N formgn money markets

The Company took advartage of a provision of the Eco-
nomic Recovery Tax Act of 1981 Dy selling tax benefits asso
cated with property placed n service n 1981 The Company
recerved approximately $37,500 000 from the sale The trans
aChon has greatly acceleratec  aptal recovery associated wit
thes property since avaiable tax credrs and depreciation de
duCbons would probably have taken marny years to reaiee v
ful

The Companies have deferred approxamatety $63 400 000
N unrecoverad costs appicable to Quano coal. as dscussed r
Note | of Notes to Consobdated Financal Statements The
Company was granted an allowance in 3 1981 rate order for
the addmonal financinNg costs which resukk from the deferred
recovery of the coa’ osts. but that allowance amounts to ar
annual returm of only 4 3% based upon urwecovered costs as
of December 31, 1981

e Supreme Coun of Ohio decsion declanng the mpro
prety under Ohio law of recovenng the costs of a terminated
coNsSruchion profect through Slectnc rates. as Senvice
Costs. héd an mpact on 1981 operatons As a result of that
gecsion, the sale of common stock ongnally planned for
August was delayed untl November Alsoc, an offonng for
$75.000.000 principal amount of first morngage bonds. whch
had been pnced to camy an nterest rate of 16-78%, was
withdrawn in July after the Oho Supreme Court decrsior
The bond sale was delayed untl October at whch time the
nterest rate was ncreased o 18-34% . That delay will in
crease the Company's total interest costs by over 514 000 00C
until the bonds mature N 1991. However, In ight of the O
Supreme Court decision, the Company made appicaton for
and was granted, an emergency rate increase effective
August 1. 1981, which s designed to provide addmonal an
naul revenues of $90.000.000

The Company filed an appiicaton with the PUCO for a3 rate
increase in January 1982 which would ncrease annual reve
nues by approxamatety $117,700.000. This increase would
take effect i the latter pait of 1982 In a Jarua“y 1982 dech
sion, the PPUC granted Penn Power a rate ncrease whict
will add approxmatety $24,900,000 to s annual operating
revenues

relatedd




Operating éé\ie}ﬂxs 51,279,649

Operating Income $ 252.38!

$ 183,020
Net iIncome § 197,062
Net income for Common Stock $ 163,892

Income Before Extraordinary ftem

Eamings per Share

(based on w

shares

$2.10
$2.30
$1.76
$4,456,130

$ 151,14
$1.759.7
§ 447,484

As of January 31 1982, there were '13 434 holders of 78,774,178

Quarterty dividends of 44¢ per share were pad on the Company's Commor

eamings avaiable for payment Of cash dividends is given in Notes 2 and 4t




Ohio Edison
tarementsPuopsolidated §ncom:
For the Years Ended December 31 198i 1980 1979
(In thousands. except per share amounts)
OPERATINGREVENUES . . . ... ... \iiiiniin ieiaine oo $1,279.649  $1.080.869 $994 585 ¢
OPERATING EXPENSES AND TAXES:
Operation—
Cost of fuel . DR S, o S i U e 413,698 364 894 316536
Purchased and mterchangedpower - SN L b Sy N 29.321 26,089 60.313
Other operation expenses . . ...... ... ......... § i 2ais 3 4 195.075 170.351 138712
Total operation . . . ... o e Y P G o ool 638,094 561.334 515561
Maintenance . B o"H ML TN LW ] ek i 124,213 127,935 102 936
Provision for deprecunon alees b SR S W 95,830 85.455 81224
Amortization of terminated construcnon prqects (NoteZ) = et 3,995 — -
General taxes . : . M g e L TR 84,316 85.143 89122
Income taxes AT R e e TR 80,820 51.619 41 998
Total operating expenses andtaxes . . ... ............... : 1,027,268 911 486 830841
OPERATING INCOME : % 1 o s 252,381 169.383 163.744
OTHER INCOME AND DEDUCTIONS
Allowance for equity funds used dunng construction . . . 60,421 57.715 50.571
Miscellaneous. net , S A 17,021 2.104 1.399
Income taxes— credit . . 53,360 37017 21189
Total other income and deductions ¥ 130,802 66 836 73.159
TOTAL INCOME . . _ 7.0 e 363,183 266219 236903
NET INTEREST AND OTHER CHARGES
Interest on long-term debt : : 166,378 147 290 108.401
Interest on lcng-term obhigations (Note 5) : 69,183 5057 —
Allowance for borrowed funds used dunng
construction, net of deferred income taxes . . . . . .. A (67.381) (48 B14) (29 3858)
Other interest expense Lk 26,378 22.304 18423
Subsidiary s preferred stock dividend requwemmts . 5,605 5.232 4 660
Net interest and other charges B Tt ¥ 200,163 131,069 _ 102.096
INCOME BEFORE EXTRAORDINARY ITEM . . . .. . .. 183,020 135.150 134 BO7
EXTRAORDINARY ITEM—Gain on reacquisition of ﬂrst mortgage
bonds. net of related income taxes (Note 8) - ; e 14,042 el —
NET INCOME .. ’ 197,064 135,150 134 807
PREFERRED AND PREFERENCE STOCK DIVIDEND REOU!REMENTS 33,170 33747 29 687
NET INCOME FOR COMMON STOCK : 4 $ 163892 $101.403 $105.120
WEIGHTED AVERAGE NUMBER OF SHARES OF COMMON
STOCK OUTSTANDING . : STe 'y 71,180 66 683 58 ’9(‘
EARNINGS PER SHARE OF COMMON STOCK
(vased on weighted average number of shares
outstanding during the year)
Income before extraordinary item (after preferred and
preference stock dividerd requwementﬂ S arils T s s : s 2.10 $ 152 S 180
Extraordinaryitem .. ... ....... PG W N . .20 - ..
" Net income for commorn stock Tk g 5 $ 2.30 $ 152 $ 180
/4  DIVIDENDS DECLARED PEP “HARE OF COMMON STOCK .. . .. .. .. $ 1.76 $ 176 S 176

The accompanying Notes to Consolidated Financial Statements are an integral part of these statemeriis



At December 31 _1se 7S

(In Thousands)
UTILITY PLANT

In service, at onginal cost el % $3,160.27
Less—ACC. wiated provision for depreciation ____871.7%0

2,288,531
Construction work in progress 1,112,810
Energy trust construction (Note 5) 434,412
Nuciear fuel in process (Note 5) 32,004

3,867,757
OTHER PROPERTY AND INVESTMENTS 43338

CURRENT ASSETS
Cash 11,746
Temporary cash investments, at cost. which approximates
market value 4.300
Recervabies—
Customers (less accumulated provision of $1.863,000 and
51,247.000. respectivety for uncoliectidie accounts) 105,037
Orther 26,809
Materials and supphes. at average cost—
Fuel 84,503
Other 40,602
Prepayments and other 18,962
291,959
DEFERRED DEBITS
Deferred fuei and energy cost: 61,537
Prope Ty taxes apphcabie to subsequent penod 41,450
Unamortized costs of termnated construction profects (Note 2) 96,485
Other 53,600
253,076
54,456,130

CAPITALIZATION AND LIABILITIES
ohdated Capitaization)

$1,228.486

262,851
68,000
56,843

41,947
26,298
1,759,771
3,444,196

432,500
14,984
447,484

ABILITIES
t maturties of long-term debt and preferred stock 7.581
payabie to banks (Note &) 74,400
couNts payable 142,718
Accrued taxes 47,074
Accrued interest 39,982
Other 25448
337,223

DEFERRED CREDITS

umulated deferred INCOMe taxes 124,279
Jmulated deferrad investment tax credits 40 646
Property taxes apphcable 1 subsequent penod 41,450
Other 20,852
227,227

COMMITMENTS, GUARANTEES AND CONTINGENCIES (Notes 2, 3 and 7)

34,456,130

The accompanying Notes to Consohdated Financial Statements are an integral part of these balance sheets




Ohio Edison

e 1980
n Thousanay
.......... s 708.08) 5 81673
......... 49.214 316629
.......... 171,191 1335%
1220906 1000937
“m'
—Thousandy)
$103.375-108 00C $102.693 97.338 100 000
106 520-107 400 85612 80,000 80 200
106 480109120 91.6% 85 000 85 000
- = s ¥
S20000) 202881 205525
$107 860111 870 S 26080 9,27 74 000
...................... p A (.21 (2,000
......................... m ’m
$1.095 000 1,102 500 $ 29200 1" 000 27.000
$16 025 21615 pe? X1 30,250
L0000 EETFIIR $0.00) 52250
mmrroa?qcmmm
Cumuiative. $ 100 vahue —
Authorged 740, shares
NOT SUBJECT TO MANDATORY
REDEMPTION
424% -9 16% Am -m $102 980107 320 g “i‘ LAR 3 4] 947
SUBJECT TO MANDATORY
mgmu
B24%—1100% }m m $108240-112110 é& 2679 27.200
Redempton within one year : (500) =
Total subyect 10 Mandatory redempion 26298 21,200
L(?JGTE!MOEITMQ'
3t morngage bonds.
Orwo Edrson
10% Senes aue 198 I ISR, oS i DO ¢ - 150 000
3-1/4% Senes due 1984 and 1985 b+ P S s, § i b e S0.491 50 491
4.1/4% — 18- 34% Senes oue 1986 W ..ivaki. o 1% s o 325.000 250 000
7:12% —9-114% Senes oue 1995 b IR TR SR RN RN g S 80,798 325 000
&m—vsmsmummmc 443,381
Pernsytvara Power Company — 1,099,670 | 240 491
3 1/a% — )6 1/8% Senes due 1981 thvough 2008 T IR 214905 199,805
Total first MOMGAQEDONDS . . .. .. . .. ...cuir cianisoiiivman . 1,314,475 1 440 2%
Secured notes and
Omo Eason Company —
1973 Seres A average nterest rate 5 62% due 19894 0vough 2008 ... .. . . b F o Tpd ¢ 35.000 35 000
1974 8% —8-38% Amlulmmmm i Ak lide it s N b P s+ Uk g d a4 £oB ) » 30 453 30453
1976 7.78% Senes D, due | nzmmm MO s R e 40 000
1978 7 30% 988twough 2003 ... ... ...... o 5 o 8,186 8186
1979 7-58% —9 Seru mG due I99STVOUh 09 . .. ... ... ... . i $3.000 53000
1980 10% — 101 /8% Series B. due m-rzouo ............ LR G AW SO $0.000 50.000
mamnmdwmuim o R S G T, M T b S 14,275 -
130914 216639
Omio Edison Finance NV ~
1981 17-12% Guararteed Notes. due 1988 . .. ... .. .....c.cooviiiiiianiians S e st s 75.000 -
W'mm—
19731981 5-34% % and 60% of floaung prime. due 1SB3 Bvough 2007 ... .. .. ... .. ... 53,606 4791
Total secured NOtes AN ODAGAVONS . . ... ... .. 359.520 264,600
mmd“tm(mﬂm—u-lmos uummln 176,000 S0 000
Less—AMOUNt NetODY TRAUSIB® . ... .. ... ... ciimumoobaiaianssinvonpabosdosnotibnssaincsibsns : 75,686 —
rummdmwmnﬁ ................................ 100318 _____ 50000
NSt LUNSMONIERS GRCMTR ONGIBE . . -t o vinseoWie ahbss S0 ue babhiyiodendahsvhes uboantshhesdins vis s 8,732 53512
LONGHEr™ JeDt QUE WRNIN DN YBRY . .. ... ... evr e a4 e SR L URE S s AP AD Wl 4000 (5,80%) (155,000
TOLH DN OII . . ..o i aebanssanusvmboaadasoss roonss Kubeshoamssons sadsossanssss 1259211 1,594 384
YOTAL CAPITALIZATIONTNEIE T . . . oo o s voapsin s50 S00 I 908 €9 23007 G303 504+ 080 Viin i =33.444,19 —id 125203
The accompanying Notes to Consolidated Financial Statements are an integral pan of these statements.
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Forﬂnvnn Ended December 31 1981 1980 1979
beginning of penod 3592 5150582 5149615
Baiance atbeginniNg Of PeMOd . . . ... .. .. it e e $133,5 5150, 514961
Netincome .. . .. sl b e v TR, Vaia i ARCRRECN L e St 197,062 135,150 134 807
330,654 285,702 284 7 % 1)
Deduct:
Preferred and preference stockdividends . . ... ... ... 33,160 33.724 29.950
COMMON SIOCK AVIIBNDS .. )i e stk S b e A o s i £ 5 e 126,030 118,137 103.356
Capital stock issuanceexpense ... .. ......,.. b T o A A 273 <49 £64
159,463 152,110 133,870
Balance at end of Notes 2 and 4b for dividend
- PC"OU(SR ................................. $171,191 $133,592 $150.552
_—— = — p——————————4
. L . » oy,
A5y asolidatet apitalbtoCk
e ¥ L - pos Fes
. » - $ ’ : ‘s 1 ’
- 8.C
Preferred and Preference Stock
Subject to
Not Subject to Mandatory
Common Stock Mandatory Redemption Redgemption
Other Par or
Number Par PacHin Number Par Number Stated
of Shares Value Captal of Shares Value Premwm  of Shares Value
(Dol =rs in Thousands)

Bz.ance, Jsnuary 1, "979 52.120.23C 5465082 $232422 3067049 5306905 § 567 980000 $ 98,000
Sale of Common Stock . . . 6,000,000 54 000 4820 — — — - -
Dwidend Reinvestment Plan 1,502,139 13,520 B.068 — — -~ - -
Sale of Preference Stnck—

$95.00 Senes . . . c" — - — —_ — — 9.000 S 000
$102508enes . .. ... . — — - — — - 18.000 18.000
$1.80 Senes . - — — — — - 2.000.000 30.250
Sinking Func Redemption of
10.76% Senes of Preferred
Stock e : - - 79 - - - (20 000 (2.000)

Balance, December 31, 1979 59622369 536602 282389 3.069.049 306505 S¢7 2987000 153.250
Sale of Common Stock . . 6,500,000 58.500 25,805 — — - —
Dividend Rei westment Plan 2,403,803 2163 7.979 — — — - -
Sale of 10 50% Series of

PreferedStock . . ... . .. - — — — - - 100.000 10000
Preferred Stock Snlung
Fund Redemptions—
10 48% Seres . . By — - 260 — — - (20.000) (2 000)
10.76% Senes .. .. . .. — - 175 — — - (20.000) (2.000)
11.00% Senes . . .. . — - 2! il SUTRN.. — (8.000) (800)

Balance, December 31, 1980 68.526,172 616736 316629 3069045 306,905 567 3033000 158450
Saie of Common Stock . . . . 7.000.000 63.000 21,875 — - — - —
Dnvidend Reinvestment Plan 3.122.631 28,103 7.751 - - — -
Preferred Stock Sinking

Fund Redemptions—
1048% Senes . . ... .. — 585 — - -— {27.240) (2.729)
10.76% Senes . ...... - - 361 - — - (20,000) (2.000)
11.00% Series . . ...... —_ 53 -_— —_ —_ (4.016) (402)
Other Preferred Stock
Redempbions—
390%Series . ........ — — m (3.750) (379) — - —
440% Senes ... ... .. — — 254 (3.720 (372, 3 — -
444% Senes .. ... — - 902 (13.440) (1.304, (6) — -
456% Senes ... — — 386 (5.700) (5700 — - -
Conversion of $1.80
Preference Stock w 26,900 242 147 — - - €26.900) (407)

Balance. Decembe: 31,1981 ... 78,675,703 $708.081 $349.214 3042399 5304240 558 29608B4< $152917
——= s

—_—

The accompanying Notes to Consolicated Financial Statements are an integral p.-1 of these statements.
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Ohio Edison

F-or the Years Ended December 31

1980

SOURCES OF FUNDS
Income L fore extraordinary item
Principal non-cash items—
Depreciation and amorntization—
Charged to provision for depreciation
Charged to other accounts
Amortization of terminated construction p(O)C‘CB
Deferred income taxes, net
Investment tax credits, net
Allowance for equity funds used during construction
Deferred fuel and energy custs, net

Less—Dividends on common stock
Dividends on preferred and preference stock

Net funds from operating activities
Income from extraordinary item
Gain on reacquisition of first mortgage bonds, a non-cash item

Net funds from eaming activities

Financing activities—
Common stock
Preferred stock
Preference stock
First mortgage bonds
Secured notes and obligations
Unsecured long-term notes. net
Energy trust and nuclear fuel obligations
Retirement of long-term debt and preferred stock
Incraase (decrease) in notes payable to banks
Sale of tax benefiis

Net charge in current assets and current liabilites excluding
notes payable to banks and current maturities of long-term
tebt and preferred S1OCk—

Temporary cash investments
Re-eivzbles

Matenals and supphes
Accounts payable

ACCTues "axes
Miscellaneous, net

Other, net—
Construction funds heid in escrow, iIncluding accrued interest
ANlowance for equity funds used during construction
Deferred income taxes on aliowance for borrowed funds
used during construction
Miscelianeous, net

GROSS PROPERTY ADDITIONS

$183,020

95,830
1,318
3,995

99.179

(772)
(60,421)

 (49,393)

(In Thousan vZ}T)'

$135,150

85,455
1,282

83,536
(77 201)
715)
|!4)

272,756
126,030
33,160

393
118,137
33,724

13,566

14,042
(26,276)

59.532

101,332

59.532

120,729

95.000
94,920
24,314
182,484
(202,336)
32918
37,531
385,560

113918
10,000
322.000
50,000
265,000
(95,800)
(150.517)

T 514601

(4.300)
2,715
3,149

39,193
(12,085)
397

(29.171)

(33.843)
1.474

(1.186)

12,323

29,069

39,847
60,421

(59.530)
11,345

— (50.403)

(20.938)
§7.715

(38.690)
(6.797)

52,083

(8.710)

$568,044

$515.020

The acrompanying Notes to Consolidated Financiai Statements are an integral part of these statements




jtatements D Gonsolidated axes Y

For the Years Ended December 31 1981 1980 1979
(In Thousands)

GENERAL TAXES
Real and personal property § 39,193 $ 37.183 S 41.042
State gross receipts() . . . BER e 7y o 3:;,:; . 41 l;’;
Miscellaneous R 2,969 2.7 ; isg
$ 84,316 5 $ 89.122

8'.°05
2.431
83536
Investment tax credits. net of amortization (i . . . : i ~(27.201)
Total provision for incore taxes Rk s . 99, 'S 53.292

INCOME STATEMENT CLASSIFICATION OF
PROVISION FOR INCOME TAXES
Operating expenses . . . .. . S 51619
Other income . >~'0]
Allowance for borrowed funds used dunng
constructon . . .. .
Extraordinary item

Total provision for income taxes

SOURCES OF DEFERRED TAX EXFENSE
Cost of terminated construction projects, net (Note 2)
Deferred fuel and energy costs. net
Excess of tax depreciation allowed pursuant to
the Class Life ADR and ACRS depreciation systems, net
Deferrea interest on leased nuciear fuel, net
Other, net B o (1.879)

44 846

Allowance for boirowed funds used
construction, which is credited to plant

Total deferred tax expense. net

RECONCILIATION OF FEDERAL INCOME TAX EXPENSE AT
STATUTORY RATE TO TOTAL PROVISICYN FOR INCOME TAXES
Book income before provision for ncome taxes . : 296, 5188 4 $172.508

Federal income tax expense at statutory rate ot : $ 79.354
Reductions in taxes resulting from
Allowance for funds used during construction,
which does not constitute taxable income (i) . . : (27.794) (26.549) (28.036)
Excess of tax over book depreciation . ... .. : }2,422{ (5.874) (9.918)
Other,net ...o.... T G b R 6,852 (3.699)
Total provision for income taxes . . . S 37.70

{8 Amoun for 1981 includes a credit of $ 14,352 000 appiicable to Pennsylvania Excise Tax on Gross Receiprs accrued dunng the penod January 97
thvough December 31, 1979. The tax. which was enacted in 1977, was repealed sffective January | 1980 and had been the subyect of ihganon A
settiement was reached in December 1981 whweh provided for payment of aporoximately §1.596.000. representing 10% of the clamed tax habiity

() Amount for 1980 reflects the reversal of previously recorded INvestment Lax Credits and related amorizaton, camed forward due to the camyback of 1as
nNet operating losses

(i) Represents the tax effects of the equity porton in 1981 and 1980, and the equity portion and 25% of the Company's debt porhon i 1979

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements EN T
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The consolidated financial statements include Ohio Edison
Company {Company) and its subsidianes
Pennsylvania Power Company (Penn Power] and Ohio
Edison Finance N.V. [Finance]. All significant intercom-
pany transactions have been eliminated. The Company
and Penn Power (Companies) follow the accounting
policies and practices prescribed by The Public Utilities
Commission of Ohio (PUCO), the Pennsytvania Public Util-
ty Commission (PPUC) and the Federal Energy Regulatory
Commission (FERC). The more signfficant policies are sum-
marized below.

Revenues

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

Operating revenues and net income for 1981 include ap-
proximatety $8,905.000 and $4.755.000 ($.07 per share of
common stock), respectively, applicable to a whoiesale rate
increase requested by the Company and permitted by the
FERC to become effective January 10. 1981, which is sub-
Ject to possible refund. Management believes that any
refunds which may be required in this case wouid not have
a matenal effect on 1981 results of operations.

Deferred Fuel and Energy Costs
The Comparies record the cost of fuel when it is con-
sumed, except as discussed beiow

Effective August 1, 1981, the Company replaced its fuel ad-
Justment clause (FAC) with a new electric fuel component
(EFC). in accordance with a PUCO order. The EFC i1s an
estimated fixed rate per kilowatt-hour included on customer
bills for a six-month period and is based upon fuet-related
costs for the preceding six-month period. Any over or
under collection resulting from the operation of the EFC
will be included as an adjustment to the new EFC rate in a
subsequent six-moiith penod Accordingly. in August 1981,
the Company began deferring the difference be'..een
actual fuel-related costs incurred and the amounts re-
covered from its customers.

The PUCO has ordered that the Company defer and not
include the cost of coal purchased from Quarto Mining
Company [Quarto) (see Note 7) in the FAC and subse-
quent EFC at more than generally prevailing market prces
without prior PUCO approval. At December 31, 1981 such
deferred costs amounted to $57,935.000, of which
$48,083.000 and $9.852,000 s applicable to 1981 and
1980, respectively In its order, the PUCO stated that it will
permit the Company to recover its actual Quarto costs, in-
cluding the previously deferred costs, when the weighted
average pnce of Quarto coal for six consecutive months
approaches the level of 25% above the generally prevailing
market price of comparabie coal. The Company., in connec-
ton with its regular semiannual fuel heanng. requested
that the PUCO modffy its present method for recovery of
these costs. Although the Company believes that the
methods it proposed at the hearing for recovery of the cost
of Quarto coal, including recovery of the deferred costs, are
reasonable, the PUCO in its order resulting from that hear-
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ing 1ssued January 27, 1982, deferred any action on the
Company’s request until its next such hearnng. In the mean-
tume the Company will continue to defer and accumulate
the cost of Quarto coal in excess of generally prevailing
market pnces.

Prior toMay 1, 1981, Penn Power deferred certain increased
energy costs which it estimated would be billable to most
customers in future penods, In accordance with the energy
clause adopted by the PPUC. The energy clause provided
for. 1) the recovery or refund, over a six-month penod
beginning two months after incurrence, of energy costs
which differed from established base energy costs. and 2|
an adjustment for any over or under coliection resufting
from the operation of the clause. Effective May 1, 1981. by
order of the PPUC. a “levelized” energy cost rate (ECR)
was initiated. The ECR in effect in 1981 was based upon
the anticipated energy costs for the last eight months of
1981. A new ECR which includes adjustment for any over
or under collecton from customers will be recaiculated
each subsequent year in Novemoer with an effecuve date
of January 1. Accordingly. Penn Power defers the drf-
ference between actual energy costs and the amounts re-
covered from its customers

In January 1981, the PPUC ordered that Penn Power not
incluge the cost of Quarto coal In its energy clause and
subsequent ECR at more than generally prevailing market
prices pending completion of a PPUC investigation to
determine the reasonableness of the costs of Quarto coal
Penn Power has deferred $5.428.000 of such costs
through December 31, 1981, of which $5.321.000 and
$107.000 15 applicable to 1981 and 1980, respectively

Reference is made to Note 7 for a further discussicn of the
Quarto project

Utility Plant and Depreciation

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

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

Common Ownership of Generating Facilities

The Companies and other Central Area Power Coordina-
tion Group ([CAPCO)} companies own, as tenants in com-
mon, various power generating facilities. Each of the com-
panies is obligated to pay a share of the costs of anv nintly
owned facility in the same proportion as its ow nership ir-
terest. The Companies’ portions of operatiig expenses
associated with these jointly owned farilites are included in
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the corrasponding operating expenses on the Statements of
Consolidated Income. The amounts reflected on the Con-
solidated Balance Sheet under utility plant at December 31,
1981 include the following:

Accumulated Comparves’
Uity Part Provision for - Mlant Under  Ownership
Generating | intts inService  Deprecatior  Construction  interest
fin Thousands)
WHSammse?. . 5§ 121551 $ 22853 5§ 29430 6880%
Bruce Manshieid #1.
2and a3 677477 71523 10838 SO068%
Beaver Vabey 81 | 38313714 55468 46286 5250%
Beaver Vahey 02 - — 460200 4188%
Perry 81 anc 92 - - 786.557 3524%
Total $1.182.165 §145 544 $1.333.311
— —
{§ Inciudes common faciites appicadie 1o Beaver Valey §2
{4} See Noee 5

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

Nuclear Fuel

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

Allowance for Funds Used During Construction
(AFUDC) .

AFUDC, a non-cash item charged to construction work in
progress during the construction pernod, represents the net
cost of borrowed funds and equity funds used for construc-
ton purposes. AFUDC varies according to changes in the
level of construction work in progress and in the cost of
capital. The Companies compute AFUDC utilizing a net of
tax rate consistent with the rate treatment granted by the
PUCO and the PPUC. The rates used by the Company
were 9.84%, 10.14% and 8.75% during 1981, 1980 and
1979, respectively. Penn Power used rates of 8.50% in
1981 and 8.00% in 1980 and 1979. AFUDC applicable to
long-term obhgations i1s based on actual interest accrued
during the period (see Note 5).

The Company’s 1980 net of tax AFUDC rate refiects an ad-
Justment in the FERC formula used to caiculate the rate.
The adjustment resulted from a Company study which
found a significant undercapitalization of construction
work in progress in 1980 as a result of the failure of the for-
mula to give adequate effect to interest costs actually in-
curred in financing construction activities. This adjustment
increased 1980 AFUDC by approximately $11,628.000,
net of income tax effect. The Lompany recerved permission
from the PUCO staff to record the additional AFUDC, sub-
Ject to determination by the PUCO of its includability in
future rate base. Management has no reason to believe
that this amount will be disallowed in future PUCO rate
proceedings.

Income Taxes

Details of the total provision for income taxes are shown
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on the Statements of Consolidated Taxes Deferred tax ex-
pense results from timing differences in the recognition of
revenues and expenses for tax and accounting purposes

The Companies allocate the income tax credit resulting
from interest expense related prnmarily to construction work
N progress. to income taxes— credit included under other
income and deductions on the Statements of Consolidated
Income.

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

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

The Company receved $37,531,000 in 1981 resulting
from the sale of tax benefits applicabie to property placed n
service dunng 1981 in accordance with provisions of the
Economic Recovery Tax Act of 1981. Of the iotal
$12.675.000 was recorded as additional deferred invest-
ment tax credits on the Company's Consolidated Balance
Sheet and will be amortized over thirty years. The remain-
ing $24.856.000 was recorded as 3 reduction to utility
plant in service and will serve to reduce the total provision
for depreciation over the Ife of the property

The Companies defer investment tax crednes utilized and
amortize these credits to income over the estimated life of
the related property. At Cecember 31, 1981, approximately
$91,000.000 of unused investment tax credits were
availabie to offset future Federal income taxes payable
These credits expire at the end of the following years

iy 3 S $18.000.000
1992...... 20.000.000
Ly 5 P IS 9.000.000
1994 7.000 000
b o o IR T 33.000.000
1996 . .. 4 000 000

$91.000.000

In addition, the Companies had approximately
$20,500,000 of tax net operating losses at December 31,
1981 avaiabie to carry forward until the end of 1995. Such
tax net operating losses have been recognized by not pro-
viding deferred taxes of $3,500,000 and $5.700.000 in
1981 and 1980, respectively, which would otherwise have

been provided

Pensions

The Companies’ trusteed, noncontributory pension plans
cover almost all fulkume empioyees Upon retirement,
employees receive a3 monthly pension based on length of
service and compensatior. Pensioir costs for 1981, 1980
and 1979 were $15,311,000, $14.931,000 and
$13,731,000. respectively. Of those amounts, §9.237.000,
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$9.259.000 and 59,163,000. respectively. were charged to
operating expenses. The balances were charged primarily
to construction. Such costs include the amortization of past
service costs on an actuanal basis over 30 years. The Com-
panies fund pension costs accrued. A comparison of ac-
cumulated plan benefits and plan net assets from the two
latest actuarial reports is as follows.

June 30,
1981 1980
Actuanal present value of
accumulated pian benefits
Vested $144 407000 $128808000
Nonvested 11.467.000 $.725.000
$155874 000 $138.533.000
—_——
Net assets available
for benefits - } $213.745 000 5191.678.%
Assumed rate of retumn for
actuanal present value of
accumutated plan benefits B% 8%

Effective January 1, 1981 certain amendments were made
to the plans relative to the calculation of benefit payments
to retired members. The effect of these amendments in-
creased the actuanal present value of accumulated plan
benefits by approximately $5.018.000 through June 30,
1981.

The above total actuaral present value of accumulated
plan benefits reflects pension benefits appiicable to eligible
empioyees based upon present salary levels and past years
of service accumulated through the valuation date. This is
the generally accepted reporting procedure set forth by the
Financial Accounting Standards Board. The Companies’
annual contributions to the plans. however, consider
estimated ultmate salary increases due to inflahon and
other factors and the estimated total service expected to be
accumulated by employees. This is 3 widely recognized
funding techmique and is consistent with the recommenda-
tion of the Companies’ actuary. In addition, the actuary
recornmends, and the Companies utilize, a discount rate of
6% for funding purposes. Differences between funding
bases and reporting requirements can have a significant ef-
fect on the comparisons above.

s s ‘.'4
In January !'980. the Comparies and all other CAPCO
companies terminated plans to construct the following four
nuclear generating units—Davis-Besse No. 2 and No. 3,
and Ene No. 1 and No. 2. Construction costs unrecovered
by the Company and Penn Power as of December 31,
198! appiicable to these units amounted to $81,892,000
and $14,597,000. respectively. The PUCO had authorized
recovery of the applicabie portion of the Company’s share
of the construction costs from its PUCO jurisdictional cus-
tomers over a ten-year period beginning in February 1981.
On July 15. 1981, the Supreme Court of Ohio ruled in a
case involving another Ohio utility company (also a co-
owner of the terminated units) that under existing statutes
the PUCO had exceeded its authority in allowing these

costs as service-related costs in that company's rate case,
even though the decisions to construct and terminate were
both, when made, prudent and reasonable A subsequent
appea! to the U.S. Supreme Cournt by that company was
denied on January 25, 1982 because of the lack of a prop-
erly presented Federal question. That company has since
taken further action which may still affect the abiity of the
Company to recover these costs and, in any event. further
action by the PUCO is possible. The PUCO has in fact
ordered the company that was a party to the Ohio
Supreme Court case not to write off any of its unrecovered
costs in the terminated units pending. among other things

such further action as the PUCO may take in that com-
pany’s current rate case. Untii an adequate resolution 1s
reached of all uncertainties concerning the Company's
ability to ultimately recover these costs. the Company be-
Weves a write-off of such costs would be premature To the
extent that it is ultimately determined that the Company
can never recover these costs, the Company will be re-
quired to write them off The unrecovered balance of such
costs aliocable to the Company’'s PUCO junsdictonal cus-
tomers at December 31, 1981 approximated $77.612.000
($47.742.000. net of ncome tax effect) Had the Company
been required to write off the costs as of December 31

1981. the Company would have had approximately
$51,402.000 of consolidated retained earnings unrestncted
for payment of cash dividends on the Company’s Com-
mon Stock

In hght of the Ohio Supreme Court decision. the Company
and all intervening parties reached a settiement in the Com-
pany’s rate case which was pending at the tme the decr
sion was announced. The settiement will add approximate-
ly $90.000.000 to the Company’s annual operating
revenues, and was in lieu of the $135.000.000 increase
previously sought by the Company . In order to make the
settiement agreement effective with bills rendered on and
after August 1, 1981, the Company made application for
and was granted, an emergency rate increase at the same
$90.000.000 level. Neither the temporary emergency rates
nor the permanent rate increase which is expected to
supersede those emergency rates includes or will include
provision for any continued amortization after July 31,
1981 of the costs applicable to the terminated units and
thus the new rates will in no event be subject to further ad-
Justment with respect to thcse costs Accordingly, the
Company discontinued amortization of those costs on

August |, 1981

The Babcock & Wilcox Cumpany, as supplier for the
nuclear steam supply systems for the terminated unis, has
asserted claims in connection with delays in. and the ter-
minaton of, the units. The Company’s anc Penn Power’s
shares of the claims are approximately $109.300.000 and
$19.200.000, respectively, before the application of certain
credits of undetermined amount. Representatives of Bab-
cock & Wiicox and the owners of the terminated nuclear
units, including the Companies. have been meeting t0
discuss the matter and the discussions have been pro-
ceeding in @ manner that the Companies consider satisfac-
tory. The Companies cannot predict at this ime what, f
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any, amounts they may ultimately pay in connection with
these claims nor when such amounts might be paid. but
believe any amounts they may pay in the future as a result
of these claims will be substantiaily less than the amounts
claimed. Depending on circumstances that exist at the
time, any such payment allocable to the Company’s retail
customers may result in a wnte-off which would reduce
net income for the then current penod, the effect of which
cannot be determined at this time.

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

The Companies lease nuclear fuel, certain transmission
facilities, computer equipment. office space and other in-
cidental property and equipment under cancelable and
noncancelable leases. The total rental expenses included
on the Statements of Consolidated income for 1981, 1980
and 1979 were $20.731,000, $9.373,000 and
$10.356,000, respectively. The future minimum rental
commitments as of December 31, 1981 for all non-
cancelable leases are:

B L e r S A R $ 19.223.000
L e P 18.638.000
L e e T e 16,040,000
S S e 10.812,000
B, . oo v i e o b s e b o 11,841,000
Years thereafter . . .. ... . .. . 311,356.000

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

{a) Common Stock

Through the Dividend Reinvestment and Stock Purchase
Plan, hoiders of Common Stock and most of the Com-
panies’ full-time employees can acquire additional new
shares of the Company’s Common Stock by automatically
reinvesting all or a portion of their Commoan Stock
dividends and by making optional cash payments. Pur-
chases made with reinvested Common Stock dividends are
made at 2 price equal to 95% of the average of the high
and low market prices on the investment dates, and pur-
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chases made with optional cash payments are made at a
price equal to 97% cf such average. The plan will be
amended earty in 1982 to include holders of shares of the
Company’s preferred and preference stock. The purchase
of Common Stock made with reinvested cash dividends on
preferred and preference stock will be at a price equal to
100% of the average market pnce. At December 31, 1981
the Company had 1.676.416 shares reserved for issuance
under this plan and 1,973,100 shares of Common Stock
reserved for possible conversion of the $1.80 Preference
Stock. The Company has filed a Registration Statement
with the Securities and Exchange Commission to increase
the number of shares available for issuance under the Divi-
dend Reinvestment and Stock Purchase Plan by 6 000,000
shares.

(b) Retained Earnings

Under the Company’s indenture, the Company’s con-
solidated retained earnings unrestricted for payment of
cash dividends on the Company’s Lommon Stock were
$99,.144,000 at December 31, 1981 (see Note 2] Under
Penn Power’s Charter, $27.905.000 of retained earmnings at
December 31. 1981 were unrestricted for payment of cash
dividends to the Company.

(c) Preferred and Fieference Stock
The Company has 4,000,000 authorized and unissued
shares of cumulative $25 par value Class A Preferred Stock

At the Companies’ option, all preferred and preference
stock may be redeemed in whole, or in part, at any time
upon no. less than 30 nor more than 60 days notice, uniess
otherwise noted. Redemption of all preferred and
preference stock issued within the past five years is subject
to certain restrictions regarding refunding operations. The
optional redemption prices shown on the Statements of
Consolidated Capitalization will decline to eventual
minimums per share according to the Charter provisions
establishing each senes

(d) Preferred Stock Subject
to Mandatory Redemption

The Company’s 10.48% Series and 10.76% Senes each in-
clude provisions for a mandatory sinking fund to retire a
minimum of 20,000 shares every year on December | and
January 1, respectively. at $100 per share pius accrued
dividends. Penn Power’'s 11% Senes includes a provision
for a mandatory sinking fund to retire 3 minimum of 4.000
shares every year on January 1, at $ 100 per share pius ac-
crued dividends, and its 8 24% Series includes a provision
for a mandatory sinking fund to retire a minimum of 5.000
shares on December | in each year beginning in 1982 at
$100 per share plus accrued dividends. Penr. Power’s
10.50% Series includes a provision for mandatory redemp-
tion of the entire series on April 1, 2040 at $100 per share
plus accrued dividends.

The sinking fund requirements are $1,776.000 and
$4,898.000 for 1982 and 1983. respectively, and
$4,900,000 for each of the three years 1984 through 1986

(e) Preference Stock Subject
to Mandatory Redemption
The $102.50 Series and the $95.00 Series each include
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provisions for a mandatory sinking fund to retire a
minimum of 900 and 1,800 shares, respectively. on July |
in each year beginning in 1984 and 1985, respectively, at
$1,000 per share plus accrued dividends. The §1.80 Series
includes a provision for a mandatory sinking fund to retire
a minimum of 100.000 shares on October | in each year
beginning in 1985, at §15.125 per share plus accrued
dividends.

The sinking fund requirements will begin on July 1, 1584
and will amount to $900,000. $4.213.000 and $4, 2!3(!1)
for 1984, 1985 and 1986, respectively.

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

{f) Long-Term Debt

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

Based on the ariount of bonds authenticated by the
Trustees through December 31, 1981, the Companies” an-
nual sinking and improvement fund requirements amount
to $21.187.000. The Company contemplates that funds
deposited in 1982 will be withdrawn upon the surrender
for cancellation of a like principal amount of bonds, which
are specffically authenticated for such purposes against un-
funded property additions or against previously retired
bonds. These methods can result in minor increases in the
amount of the annual sinking fund requirements. Penn
Power contemplates that its requirements will be satisfied in
1982 by permanently waiving its right to issue bonds
against $2,439.000 of the 56,120,000 of retred bonds that
are presently available for that purpose. Under its mor-
gage. Penn Power is also permitted to fuffill its requirements
by the issuance of bonds against unfunded property addr
tions in the same manner as described above for the
Company.

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

POIRE Lot i M e e § 26,992,000

5. F SRR R S N 41,107.000

L R SR e G e 148,013,000

FE e e e v b e e 74,330,000

e Rt | PR S 107,265,000
(g) Unsecured Notes

Total unsecured notes outstanding at December 31, 1981
exclude $75.686.000 of peliution control notes, the pro-
ceeds of which were then in escrow pending their dis-
bursement for construction of certain pollution control
facilities. The poliution control revenue bonds to which
these notes relate are entitled to the benefit of an irre-
vocabie bank letter of credit of $106,375,000. To the extent
matdrawngsaremdeundermatletterofcreduopay
principal of, or interest on, the pollution control revenue

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

{h) Subsequent Financing

In January 1982, Penn Power sold $15.000.000 principal
amount of first mortgage bonds. 15-3/4% Seres due 1989,
and in February 1982, the Company soid $75.000.000
principal amount of first mortgage bonds. 17% Senes
due 1992.

.
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Ohio Edison Energy Trust (Trust)

In November 1980, the Trust was created for financing part
of the Company'’s investment in Beaver Valiey Unit No. 2
The Trust has two lines of revolving credit available to it for
$400.000,000 and $100,000.000. The latter credit aiso
serves as 3 stand-by facility in connection with Trust
commercial paper sales. total borrowings under that credit
and commercial paper outstanding may not exceed
$100,000.000 at any time.

The Company has transferred its interest in Beaver Valiey
Unit No. 2 (exclusive of common facilities and transmission
facilities) to the Trust, where the assets are used to secure
Trust borrowings. All Trust obligations will be assumed by
the Company when they become due, but not later than
December 31, 1986. At the Company’s option. all obliga-
tions outstanding under the $400,000,000 revolving credit
arrangement may be converted into a four-year term loan
to the Company.

The Company accrues interest applicable to the Trust
which is subsequently capitalized, net of iIncome tax efiect
Interest on borrowings urider the $400.000.000 ne of
credit is computed at the applicable prevailing prime interest
rate plus 1/4%, plus a commitment fee of 1/2% on the un-
used portion of this line. No direct borrowings are expected
to be made against the $100,000.000 hine of credrt. but the
Trust will issue and have outstanding commercial paper
supported by this faciiity. To the extent that borrowings are
less than the $100.000.000 available under this line of
credit, the Company must pay a commitment fee of 1/2%

Under the stand-by support, an irrevocable bank letter of
credit will be issued upon which the Trust will pay a fee of
1/8% of the amount of commercial paper notes outstand-
ing. The average annual interest rate on Trust borr - #INgs
was 18.7% and 21.4% during 1981 and 1980, respec-
tvely. Of the $432,500.000 of Trust obligations outstand-
ing at December 31, 1981, $100.000.000 relates to out-
standing commercial paper and the balance to borrowings
under the $400,000,000 line of credit

Nuclear Fuel Financing

In December 1931, Ohio Edison Fuel Corporation and
Pennsylvania Power Fuel Corporation (corporations in
which the Companies have no ownership interest] were
created to provide funds for the procurement of nuciear
fuel. The fuel corporations will lease the fuel to the Com-
panies under separate fuel leases which require iease pay-
ments sufficient to permit the fuel corporatior is to repay the
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Mansfield Plant. the coal supply contracts were amended
and changes were made in the mode of operation of the
Quarto mines which have the effect of reducing the annual
tonnage production ¢f these mines. Additional coal re-
quirements for the Bruce Mansfield Plant are currently
being procured in the open market and the Company is
presently continuing to evaluate the atternatrves for making
additional arrangements to fulfill, together with the use of
coal from the Quarto project. the long-term fuel require-
ments of the Bruce Mansfield Plant. These changes are part
of a fuel procurement strategy designed to reduce the
weighted average price of coal used at the Bruce Mansfield
Plant. The Company will continue to monitor the Quaro
project and conduct such additional studies of the eco-
nomics of the project as are deemed warranted by circum-
stances. Any action by the Company affecting the Quarto
project as a result of such studies will now have to take into
account the possibie impact of the Ohio Supreme Court de-
cision referred to in Note 2

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

Environmental Matters

Varnious Federal, state and local authorities regulate the
Companies with regard to air and water quality and other
environmental matters. The Companies estimate that com-
pliance requires capital expenditures of approximately
$628.000.000 for projects remaining to be completed. Of
this amount, approximately $ 193,000,000 was spent prior
to 1982, and $435,000,000 is included in the above con-
struction estimate for 1982 through 1986. Capital expen-
ditures for environmental improvements amounted to
© $119.353.000 in 1981. If Penn Power is required to install
off-stream cooling in connection with the operation of the
New Castle Plant, costs estimated between $13,800.000
and $31,500,000. depending on the required thermal
himitations, would be incurred. In addition, annual operat-
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ng costs would increase substantialty. Penn Power expects
that the impact of any such capital and operating expends
tures would eventually be reflected in its rate schedules

On December 16, 1981, the United States Environmental
Protection Agency (EPA) approved a change in the
Pennsylvania State Impiementation Plan (SIP] affecting
Penn Power’'s New Castle Plant. The sulfur dioxige (SO,
emission standard formerty in effect was shown to be more
stnngent than necessary to meet the Federal ambient air
standards. This SIP revision enables the Plant to continue to
bum the low sulfur coal i is now burning to meet the new
SO, emission standard. The SIP revision was effective on
January 15, 1982

In a legal proceeding against Penn Power under the Ciean
Air Act. the Federal government is asking the court to
assess civil penalties for alleged continuing violations of SO,
emission regulations at Penn Power's New Castie Plant
The Clean Air Act Amendments, which became effective in
August 1977, permit the imposition of civil penaities of up
to $25.000 per day of violation. Because Penn Power s in
compliance with the revised emission standard (as detailed
abovej. it is expected that this legal proceeding will be ter-
minated without the impostion of significant civil penatties
Or the neces:ity to shut down coakfired capacity

Final regulations implementing certain provisions of the
Clean Air Act Amendments of 1977 have now been prom-
ulgated which provige for the imposition of noncompliance
penaities based on any economic benefit realized by the
operator of a pollution source as 4 resuit of falure to com-
ply with pollution control laws and regulations 2'ter
January 1, 1981. The Companies have filed Petiions ‘or
Review of these regulations. The Companies did not
achweve compliance with all such requiations by January 1,
1981 so that such penatties could be sought aganst them
but the Companies cannot determine at this ime whether
they will be or, if they are, the amount of economic benefit
that could be established. If sought and imposed. such pen-
alties could be significant. However, the EPA has acknowl-
edged in an earlier settiemeric of proceedings involving the
Ohio Plants that its policy 15 to assign 3 low enforcement
pnorty to companies in compliance with outstanding con-
sent orders such as embodied in those settiements

On December 19, 1980, the Commonwealth of
Pennsylvania petiioned the EPA to make findings under
Section 126 of the Clean Air Act. Section 126 provides a
remedy for a downwind State that can show adverse im-
pact because air pollution reguiations in an upwind State
cause nonattainment in the downwind Staie Penn-
sylvania’s petition complains of excessive particuiate and
SO, emissions from a number of sources in Ohio and West
Virginia, including potentially all of the Companies’ Ohio
plants The States of New York and Maine have filed similar
petiions. The Section 126 proceeding could uttimately re-
sult in the revision of the particulate and SO, emission
limitations for these plants, to make them more stringent
The Company is unable to predict the outcome of this

proceeding.

a
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Other Legal Actions and Complaints

In 1977, the Boroughs of Eiwood City and Grove City.
Pennsylvania, filed a complaint against Penn Power, alleg-
ing that Penn Power, individually and in conspiracy with
the Company and other CAPCO companies, has violated
Sections 4 and 16 of the Clayton Act by restraining and
monopolizing trade and commerce in 2lleged markets for
electric power. Damages of $7.000,000 (to be trebled) and
injunctions against the alleged uniawful acts are sought. In
1979, the Court granted summary judgment in favor of
Penn Power as to certain allegations of the complaint
Management is unable to predict the ultimate outcome of
this action.

The PPUC is investigating an outage of Beaver * ‘alley Unit
No. 1 which occurred dunng the penod March-August
1979. The outage had been ordered by the Nuclear
Regulatory Commission to analyze possible seismic defr-
cencies of safety-related piping and pipe supports in the
Unit. The PPUC has ordered that the operating company of
the Unit refund an as yet undeiermined amount to that
company’s customers based upon expenditures for pur-

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

The Company purchased and subsequently retired
$65,821.000 principal amount of its outstanding first morn
gage bonds during 1981. This resulted in a gain of
$26.276.000. which is included as an extraordinary item
net of related income taxes of $12,234.000. on the 1981
Statement of Consoiidated Income

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

Three Months Ended

>eprember

March 3 June 30

March 31 June 30 December 3
19¢ 198 30 98 31,196 1980 1980
fin thousands. except per share amounts)
$337.245 $340.063 §279.789 $252 808
270 445 264.260 232.155 212633
53946 55.832 66,800 75.803 47.634 40.175
27,994 29.212 35.860 37.736 23.023 23.147
44 729 45,225 51,049 55,160 28,732 32272

Operating Revenues

Oper .ting Expenses and Taxes

Operatng Income (i)

Other income and Deductions

Net interest and Other Charges

Income Before Extraordinary
rem 37.211 35819 51611 58.379 41.925 31.050

Extraordinary item 9.516 4526 — — - —

Net income S 46.727 S 40, 345 $ 516! § 58.379 S 41925 $ 31.050

$ 38.354 § 32082

$308.837 $293.500
254 891 237 668

Net income for Common Stock

Weighted Average Number of Shares
of Common Stock Outstanding
Eamings per Share of Common Stock

Income Before Extraordinary

kem [after preferred and
preference stock dividend
requirernents; (i) S 40 5§ 62 5 66 s 52 $ 35 $ 32
Extaordinary tem 14 06 — - - - -

Net income for Common Stock $ 56 S 46 s 62 $ 66 $§ 52 § 34 5 $ 32

S 43 369 $ 33434 $ 22590

68.844 69.585 70410 64,227 6¢ 897

(i) Results for the three months ended December 31, 1981 include
a credit of approximately $7.012,000 ($.09 per share of com-
mon stock], net of income taxes, applicable to the reversal of

previously accrued Pennsyivania Excise Tax on Gross Receipts
(see Statements of Consolidated Taxes)

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

changes in prices on pioperty, plant and equipment. This
data is presented in accordance with SFAS No. 33
however, it is not intended as a substitute for eamings
reported on 3 historical cost basis




i s dEtad- cap by Bl Ro iy B L o b o e S e - e

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

As Reported Adgyusted for
; on the Primary Adyusted for Change n
Consolidated General Specific Prices
Statements Inflaton (Currert Cost)
S (Average 1981 Dollars)
T TR R i e T S SR $1.279.649 $1.279 649 $1.279 649
Operatng Expenses and Taxes:
Operation aNd MBINIBNANCE . . . . .. .. ... .ttt et 762,307 762.307 762 307
Provision for depreciabon and
QIONIPEIIIIIY .o . on ' o VAR e S B R S A AL AR v e SR T L Rt ' 99.825 200,527 225247
General taxes i . v Rk S g ak o BRI w ek A 84316 B4.316 B84 318
Incometaxes . ¥ S A ER T S O oas 80.820 80 820 80 820
Taalopaaungemensesmm o TA 2 e 5 AR Sy el e T o e s Y 1.027,.268 1.127.970 1.152 690
Operating Income : Oy S L RS Ty T 252.381 151,679 126 959
Other income anc Deductions o o o o KN " 130.802 130802 130.802
Netinterestand OtherCharges ... ... .. .. . R ST 200.163 200,163 200.163
ﬁe'erreaum\ceﬁoctDmnW . ; 33170 33170 33.170
mmcMmelemmmmmumﬂ S 145850 S 49 148() § 74478
musenspcdncmces(cmcosodm.
plant and equipment heiddunngthe year () . . ... . 1 i R o e 5 562450
Reducthon to net recoverabie cost s gL $ (210.755) (145.213)
Effect of Increase in the general price level on property. plant and equipment (599270
&mdmm&nﬂw&mehﬂmm&nm&m
of property. plant and equipment after reduction 10 Net recoverable cost . . .. s (186.035)
Advantage resutting from the decrease in
purchasing power of net monetary kabilites J = s : ] - 215.268 215 268
Net P ! A S 4513 s 29233

anmnmmwna‘Nmmmmmmmuwcmmmmuie 607 000y

ﬂ&o«;:y‘v’!,;&g DFOpETy PN 3NC SQUIDMETE. Nt Of SCTUMUASO JEDCAtOn. SRR for Shanges I el Droes (c, ment cost was §7 475 533 00 WO VSIONCA COS (1 e v alme < O5T)
was 8

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

Year Ended December 31

1981 1980 1979 1978 1977
OPERATING REVENUES
(In Thousancs)
Asrepom-dor*meprnwycmsohamm : $1.279.649 51080869 S 994585 5 B62956 5 796 289
Adjusted to average 1981 dollars . . LIk $1.279.649 $1.192.985 $1.246.205 $1.2030!5  $1.195092
HISTORICAL COST INFORMATION ADJUSTED FOR
GENERAL INFLATION
(in Average 1981 Doilars)
mmae'romcomnungoperaoms(eM\gmnna
recoverable cost) (In thousands) S 49148 5 23064 5 S2406
wm'rorncormnumoperanonspacammm
(excluding reduchion to net recoverable cos) ) g $ 69 $ 35 $ %0
CURRENT COST INFORMATION
(in Average 1981 Dollars)
hco'mﬂoss)fromcor'onungoperaoom(mmmnm
recoverabie cost) (In thousands) .08 24428 0§ (13602) S 172.735
Income (loss) from continuing operatons per common share .
(excluaing reguction to net recoverable cost) - § Fegl g 5 34 $(20) s 30
Excess of increase n the general prce level over increase
N specfic pnces of property. plant and equipment after
reduction to net recoverable cost(inthousands) . .. ... ... ..., ... .. 5 (186.035) 5 (290.628) 5 (335.113)
OTHER INFORMATION
Common stockholders’ equity at December 31 at net
recoverable cost (in thousands of Average 1981 Dollars) . . .. . $1.190.126 $1.119,597 $1.151.69!
Advantage resulting from the decrease in purchasing power
Of net monetary habimes (in thousands of Average 1981 Doltars) .. § 215268 5 279454 $ 309809
Cash dvidends declared per common share —
L A Y e T g $1.76 51.76 $1.76 $1.76 51715
Adustedtoaverage 1981 dolars .. .. ... ... .. L. ... $1.75 5192 $2.20 5243 §2 56
Market price per common share at December 31 —
PRI . . . ... iin ot Beod Vs T s Ve e v % $11.625 $11875 $13375 $1487% $1950
Adusted to average 198) dollars ... ... $11.25 $1252 $1585 51998 $28 54

AVEI0L CONSUMBr BICRINGIEK . . . . . oo ovsvinsanionsisisosrsesssses 2724 2468 2174 195 4 1815




The Consumer Price Index for All Urban Consumers (CPI-U)
was used for converting actual dollars spent for property,
plant and equipment into average 198! dollars. This adjust-
ment illustrates the estmated effect that inflation has had
upon the Companies’ prnncipal assets.

Tne Handy-Whitman Index of Public Utility Construction
Costs for the North Central Division and the Bureau of
Labor and Statistics engineenng indices were used to
calculate the current cost of property, plant and equipment.
excluding land. These indices were apphed to actual dollars
spent on large construction projects according to the year
of expenditure. Current cost of all other construction proj-
ects was based upon onginal cost in the year of its transfer
to plant in service. The current cost of land is the same as
the computed amount adjusted for general inflation. The
current cost adjustment reflects the approximate dollars
that would have to be spent today 10 acquire property
plant and equipment identical to assets currently owned

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

s .
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ARTHUR ANDERSEN & CO
1345 Avenue of the Amencas
New York. N.Y 10105

To the Stockholders and Board of Directors of Ohio Edison
Company

We have examined the ccnsohdated balance sheets and
statements of consolidated capalzanon of Ohwo Edison Com-
pany (an Ohio corporation) and its subsidiary companies as of
December 31, 1981, and 1980, and the reiated statements of
consolidated income, retained eamings. capital stock and
other paid-in capital, sources of funds for gross property addk
pons and taxes for each of the three years in the penod ended
December 31, 1981. Our examinations were made in accord-
ance with generally accepted audiing standards and, accord-
ingly. Ncluded such tests of the accounting records and such
other auditing procedures as we considered necessary in the
arcumstances

As discussed more fully in Note 2 to the consolidated financial
statements, the Company has incurmed coNsruction Costs re-
lated to four nuciear units which were terminated in early
1980. Pursuant to a Public Utities Commission of Ohio
(PUCO,) order, the Company had been recovering these costs
from its customers over a ten-year period. Dunng 1981 the
Ohio Supreme Court ruled in 2 case involving another Ohio
utility company that the PUCO had exceeded its authority in
allowing these costs as service related costs in that company’s
rate case. How that decision will affect the Company’s re-

reserve balance for the respective year to determine the
composite current cost accumulated provision for
depreciation

The total provision for income taxes has not been adjusted
for generc. inflation or changing prces, in conformity with
the reporting requirements of SFAS No. 33

The reduction to net recoverable cost anses because the
current rate making policies to which tre Companies are
subject allow recovery through revenues Of only the his
torical cost of utility property. Dunng inflatic nary penods
however, the investment necessary to replace that prop-
erty will be more than its onginai Cost. In order tu property
refiect property, plant and equipment at its econom. < value
to the Companies, the adjustment for reduction o net
recoverable cost must be made due to the addibonal con
straints present in the rate making process

Consolidated net monetary habilties consist primarnty of
long-term debt and preferred stock. During inflationary
penods, net monetary liabilities will be repaxd with dollars
having less purchasing power than dollars had when the
liabiliies were originadily incurred. Adjustment for the ad
vantage resulting from the decrease n purchasing power
of net monetary habilities 1s necessary to adequately reflect
these differences and serves to partially offset the adverse
inflationary effects of replacing the Companies’ property
piant and equipment

covery of these costs from s retail customers in future rate
cases 1s uncertain at this ime. in addition to the unamoned
costs incurred by the Company. there are also assened claims
related to oelays n, and the termination of the units, which
may result N the incurrence of addibional costs, the amount of
which cannot be determined at this ime

In our opinion. subject to the effect of such agustments,
any, that might have been required had the outcome of the
matters referred to in the preceding paragraph been known
the financial statements referred to above present fairly the
financial position of Ohio Edison Company and its subsidiary
companes as of December 31, 1981, and 1980, and the re-
sults of ther operations and the sources of funds for gross
property addibons for each of the three years in the penod
ended December 31, 1981, in conformity with generally ac
cepted accounting pnnciples apphed on a consistent basis

Al (unoluasu v G

February 12, 1982



Ohio Edison

1979 1978 1977 1976 1971
S 994585 5 B62956 S5 796289 5 644852 5 30882’
$ 163744 5 123945 5 146508 $ 122217 5 68130
$ 105120 $ 61259 § 87863 § B2777 5 45718
10.6% 7.1% 11.0% 128% 148%
2.11x 2.05x 231x 1.67x 2.38x 2.22x Ieix
$3.8067,787 $3435267 $3012.197 $2717820 $2403BI0 $2.115798 51047217
$ S6B044 5 SI5020 S 476746 5 395162 5 358105 5 325553 § 156045
$1.2284806 51066957 5 969543 S BSI119 S B66725 § 634707 s 350121
304,798 307472 307472 307,472 262472 262472 83803
94,298 99.200 93.600 98.000 98.000 88.000 -
56,843 §7.250 5§7.250 - — — —
1.759. 71 1.594 384 1410782 1.343.195 1.189.821 1.087.755% 557.140
$3.844,196 53125263 352838647 52599786 52417018 $2072934 5 991 064
—
5% 342% 342% 327% 359% 6% 353%
[ ¥ ] 98 108 18 109 127 85
23 32 33 38 40 42 -
Preference Stock Subject
0 Mandatory Redemption 1.7 18 20 - - - —
LongTermDebt ... ...... $1.1 510 497 517 492 525 56 2
Total Capraization 100.0% 100.0% 100 0% 100 0% 100 0% 100 0% 100 0%
Long-Term Obiigations
atDecember3! 000). . .............. 5447 484 $265,000 — - - - —
Cost of Preferred &
Preference Stock
Outstanding at December 31 ... .. . 837% 838% 836% 7.99% 785% 784% 494
Cost of LongTerm Debt
Outstanding at December 31 .. ... .. 9.99% 9.16% 813% 7.71% T45% 7147% 571%
Common Stock Data
Eamings per Average
CONMIMOBI IR . .. o 35t 5 ns v smsaken $2.30 5152 $1.80 $1.19 $197 $2 14 $1.78
Return on .\verage
CommonEqQuity . . .................. 14.6% 9.7% 11.2% 71% 7% 139% 132%
Dmdends Pad Per
T rps et MECTIR e  O, o $1.76 $1.76 $1.76 $176 $1.715 $1.67 $1.54
Common Siock Dividend
PRYOIRIIED .. . & e mivs oo s 6 7% 116% 8% 148% 8% 78% 8%
Common Stock Dividend
Yield at December 31 15.1% 148% 13.2% 118% 90% B1% 63%
Price/Earnings Ratio at December 31 .. ... .. 5 78 74 125 99 98 138
Shares o/ Common Stock
Outstanding at December 31 (000)  ..... 78676 68,526 59.622 $2.120 51.207 39.856 25.695
Book Value per Common
Share atDecember3! .. .. ............ $15.61 $1557 $16.26 $16.33 $1693 51593 $1363
Market Price per Common
Share atDecember3! .. .. ......... $11.625 $11.875 $13.375 $14.875 $1950 520875 £24 50
Rano of Market Price to Book
Value per Share at December 31 ... .. i 74% 76% 2% 9% 115% 131% 180%
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Gonst ‘TI‘-T atinc “Hihlb
<t -‘t*-—v b= _g-l-l
1979 1978 1977 1976 1971
Revenue From Elecrc 5
Sales: (000)
Residentiad . .................. L. § Me22¢7 § 398832 $360.273 5314867 $284.512 $232.433 $114 081
Commercial . .. ....... 337 of b 308.59% 268.788 240,458 205,901 191.381 155,572 79.858
. Industriai . . SRS W e ¢ ke o 381,182 330717 315,185 258.767 236 434 195.311 92692
MY S0 G Ciad § H g 6 W0 % N g 53,993 50,420 42,607 46471 31744 31.013 13.053
L KW e R SN 1,186,021 1.048.757 958,523 826.006 744071 614,329 299 684
DA, S s e a i aS ah e 73,966 12,381 10,185 9.346 7.825 6.749 2.281
St W) Y S5 $1,259.987 $1.061,138 5968.708 $835 352 $751.89 $621 078 $301 965
Rever:se From Electric
e . :
Residential . ... . ...... BT e CaB T 35.0% 376% 372% 377% 378% 3I74% 378%
CNENE .. s g s e el e 245 253 248 246 255 251 264
T e I O WA S 30.2 312 325 310 315 314 307
TN o v et o 43 47 44 56 42 S0 43
Sub-total . . Tl S s i gt el 4. 988 989 989 990 989 992
Lo 3 TR S R R g ALy 59 12 11 1 10 11 08
T, i R I I L PO Sas o T 100.0% 100.0% 100 0% 100 0% 100 0% 100 0% JO 0%
Kilowatr-Hour Sales:
{Milhons)
T R R e 6,747 6.80! 6.650 6.501 6334 6024 4656
Commertill . . ...z ivivaies 497 4812 4693 4470 4 549 4,358 342)
NN . L WL Sk ik A 9.352 8.909 9.830 9.600 9671 §.262 B.548
- e S TSR e SR Pl .18 1.370 1.346 1.309 1,253 1171 933
T RS - R 22197 21.892 22519 21,880 21.807 20815 17.558
SdlestoUdiives. . . ... ..., 2.465 502 44! 429 422 387 260
T PR e s R e 24,662 22.394 22 960 22.309 22229 21.202 17818
Customers Served at
December 31:
RO ... % s fan s Py 872.303 867 447 B61.196 B848.268 836.500 B24 851 743532
Commercial . ... ...... 9.2 88.505 87.425 B6.410 85 002 85512 77 955
MO . ..... .0 ke eeian 1,068 1,059 1,181 1.160 1.147 L 1.094
Y . e T L r s i a)i m 704 693 689 682 681 554
e el R 963,313 957.715 950 475 936.527 923331 912,155 823135
Average Annual Residential
T PO R e R, (TR 7.760 7.870 7.780 7.724 7.637 7.36! 6.345
Average Residental Price
Per KWH &.56¢ 5.86¢ 542¢ 4 B4¢ 4 45¢ 386t J45¢
Cost of Coal per
MilonBTU . ...... LAF )] $1.50 $1.26 $1.16 596 593 529
Generanng Capability at
December 31 (Megawatts)
B e g eah s e e 4,907 4899 4861 4861 4861 4 48] 3793
. 354 364 423 423 423 423 6
L SAM G N | AP SRR 425 425 425 420 420 190 -
Y. 2 A ok » MBAd YA 5,686 5.688 5.709 5.704 5.704 5094 3799
—_———————————
Sources of Electric Generation:
B i e e iy R s Eo 899% MB7% 939% 4% 90 0% 9% 3% 100 0%
Pt S R S LA R 0.2 06 20 35 ° 26 25 —
L SRR AT o A PR 99 07 4] 61 74 1.2 -
AT N U S S SN TR 100 0% 100 0% 100 0% 100 0% 100 0% 100 0%
Peak Load—Megawatts . .. ............. 4,148 4210 4,105 4038 4134 3817 3 307
Number of Employees
aDecermber3! .. ., .. e N S i 746659 7.503 7.157 6.765 6,609 6.24) 5.892
- 3 oot . “Hhalin. 2 -
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Stockholder Information

Stock Transfer and Registration
Agents

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

Transfer Clerk

Ohio Edison Company
76 South Main Street
Akron. OH 44308

Continental Stock Transfer &
Trust Company

19 Rector Street

New York, NY 10006

BancOhio National Bank
One Cascade Plaza
Akron, OH 44308

Stock Listing

At the end of 1981, the Company had
78,675,703 shares of common stock
outstanding, owned bv 182,778 hoiders of
record

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

Annual Meeting of Stockholders

The 1982 Annual Meeting of Stock-
hoiders will be heid on Thursday. Apnl 29,
at 1:30 pm. at Ohio Edison’s General
Office in Akron, Ohio. Stockhoiders unable

or choosing not to attend the meeting can
vote on the items of business presented at

the meeting by filling out and returning the
proxy card that 1s mailed to each stock-
holider aporoximately 30 days prior to the
meeting date

Dividend Reinvestment and Stock
Purchase Plan

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

A total of 37,278 participants. or 20
percent of Edison’s common stockholders
of record, had been enrolled in the Plan by
the end of the year. By reinvesting their
dividends totaling $22.8 million and mak-
ing optional cash payments of $13.1
milkion, participants purchased 3,122,631
addtional shares of common stock in 1981

Stockholders may invest all or part of
their quarterly dividends automatically in
addtional shares of common stock. The
purchase price of comrnon stock purchased
with reinvested common stock dividends is

a price equal to 95 percent of market
value. Stockholders participating in the Plan
may buy addtional shares at a price equal
to 97 percent of market value
optional cash payments of up to $40,000
per year.

The Plan is being amended so that,
commencing in early 1982, preferred and
preference stockholders will be eligible to

to 100 percent of market value

An added benefit of the Plan may be
available from 1982 through 1985 The
Economic Recovery Tax Act of 198! pro-
vides that participants of qualified dvidend
reinvestment plans, such as that offered by
Ohio Edison, may elect to exclude up to
$750 a vear [$1 500 on a joint return) of
dividends that are reinvested. The Com-
pany anticipates that a substantial portion
of common stock dividends paid in 1982
will be a retum of capital. and thus non-
taxable wholly apart from the provisions of
the Act. If any part of a dnvidend is deter-
mined to be a return of capital. participants
should consult their own tax advisers on
the extent to which the election to exclude
dividends shouid be made. |

In addition to the benefit of tax deferral,
if certain requirements are met with respect
to hoiding penods for the Company's
common stock, the proceeds of a sale of
stock purchased under the Plan may be
eiigible for long-term capital gan treatment
Stock purchased with reinvested dividends
will have a zero tax basis to stockhoiders

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

Dividend Income Taxability

Common stock dividend payments dur-
ing 1981 are 100 percent a return of capital
and. therefore, nontaxable for federal
income tax purposes. Prefererce stock
dividends for 1981 are 81 percent return of
capital and nontaxable for that portion
Preferred stock dvidend payments dunng
1981 are 100 percent taxable

These percentages are subject to final
determination by the Intemal Revenue
Service. Stockhoiders will be notffied
promptly  the determinaton results in a

significant change

Availability of Form 10K

A copy of Ohio Edison’s 1921 Annual
Report to the Securities and Excnange
Commussion, Form 10-K. will be provided
without charge to stockholders upon
request. If you would like to receve a copy
of this report. please write to Gregory F
LaFlame, Secretary, Ohio Edison Company,
76 South Main Street, Akron, Ohio 44308
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Our primary mission is to supply electric
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 =nan, our electricity
powered the development »f 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
to come. Similarly, our residential customers
have depended on us to light, heat and
cool their homes. . .to cook their food. . .tc wash
and dry their clothes. . .to provide reliable
electricity for a better living standard.

Because we are investor-owned, we are
obligated to our share owners and tondholders
whose investment makes >ur mission
possible. These investors are entitled to a fair
return on their investments. We strive to
meet that obligation.
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The four environments in which the

Company works today: a family enjoying the
natural environment, construction of a power
plant requires the raising of capital in the
financial environment, a boiler operator in the
operating environment and a hecring before
The Public Utilities Commission of Ohio in the
rate-sefting environment.

Highlights

[ ¢ Earnings per share were $2.52 up 11 5% from

t

|
i

£2.26 in 1980

¢ Common Stock dividends per share were
increased 2¢ per quarter, effective with the
February 15, 1982 payment, the 24th consecu
tive year of increase

¢ In the retrial of the City of Cleveland’s antitrust
case against the Company, the jury found in
favor of the Company; the City has appcaled
the decision

¢ Annual operating revenues surpassed $1 billion
for the first time

e A $147 8 million (17%) rate increase became
effective for retail electric customers

® Hearings were completed before The Public
Utilities Commission of Ohio for a $130 million
(12% . increase in retail electric rates. notice of
intent to file for a $221 million (17% ) rate
increase was announced

® A record peak load of 3,362 megawatts was
recorded in July

® The 1982-19¥¢ construction program is
$1.8 billion

Financial Summary

(
x
I
\

Per Cent
1981 198 Change
Earnings Per Share
of Common Stock $ 252 § 226 115

Dividends Paid Per Share
of Common Stock $ 208 % 2 00 4
Book Value Per Share

of Common Stock $ 1963 § 1972
Common Stock
Share Owners 103,242 101.001 2
Operating Revenues (000) $1.012.930 $893 56¢ 13
Operating Expenses (000) $ 820.226 $743 10
Net Income (000) $ 155734 8125 383 24
Earnings Available for
Common Stock (000 $ 120817 $§ 97672 23
Kilowatthour Sales
(Millions of
Kilowatthours)
Residential 4 37¢ 4.463 2
Commercial 4178 4 149 0
Industrial 8 280 R 062 2
Other 3G9 416 3
Sub-toial 17.233 17.09 {
Sales to Utilities 275 1.07( 74
Total 17 .508 18160
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The nearly com
transmission yard at the

prov:&es the background

for (from left to right)
n, H. L.

the leadership of The luminating
Company, 3 man of Swedish

equently spuned us on
“The North

\ One of our pxedecessors in

ancestry, fr

adversity that has p\agued our

industry during the past several
years, we believe (undamema\
\mprovemem is under way

and Congress went

with a pledge 10 end rampant infl

2

xion, 1o \mprove the productivity of
y encouraging
capital formation and to break the
requlatory log jam on energy
including nuclear power Thatis @
big order and \mp\ememanon will
take time So far, the steps taken in
Washington, in Columbus and by
our industry and our Company are
positive The results which are dis



cussed in detail in this report are

peaks
and valleys, on balance, 1981 was
an upbeat vear for the Company's
customers, employees and share
owners.

Eamnings per common share
increased 11.5% from $2.26 to
$2.52.

The improved 2amings enabled
the Board of Directors to increase
dividends for the 24th straight year
and to add one more to what is
now 81 consecutive years of cash
dividend payments.

Gross revenues exceeded one
billion dollars for the first iime, an
event more attributable to the severe
inflation that plagued the economy
than resuits of operations. We would
gladly have had lower revenues
and less inflation.

The Public Utilities Commission
of Ohio took an essential step
toward meeting the need for
revenues that cover our costs,
including earnings to compensate
common share owners for their
investmer:t, by approving a rate
increase of $147 .8 million in 1981.
An Order deciding our pending
$130 million rate increase applica-
tion is expected soon. Since we have
not caught up with cost increases,
we continue o need regular increases
in our prices — a situation that will be
common to all businesses. including
utilities, until inflation is licked.

Those who expected the new
Administration’s program to bring a
strong economic recovery in 1981
were disappointed. Realistically, an
immediate tumaround was too much
to expect. However, our industrial
sales, despite heavy reliance on
autos and steel, increased by 2.7%
over the 1980 total, notwithstanding
the fourth quarter downturn
Residential and commercial sales
were adversely impacted by very
poor housing growth and unusually
mild weather in 1981.

We raised about $275 million
from outside financing despite a
downrating of our bonds. The rating
change reflects our need to continue
to sell significant amounts of bonds

to finance our constructior: program,
rate increases which were perceived
to be insufficient by the rating
agencies and an adverse Ohio
Supreme Court decision.

The Federal administration anc
Congress took two actions to help
utilities and our Company raise
capital less expensively. They will
both improve our share owner
position and hold down rates for
customers. The first provides for
tax reductions to encourage invest-
ment in new plant and equipment.
These reductions can now be
utilized by utility companies with
low taxabie incomes .ie second
is a benefit to utility snare owners
who reinvest their dividends in new
common stock. The Company took
advantage of the first action, and
many of our share owners are taking
advantage of the second.

The first Perry unit passed the
80% completio<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>