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1982 Highlights

® Earnings per share reached a
calendar year record of $3.01, up
19% from 1981.

* Common Stock quarterly dividend
per share was increased twice in 1982
—2¢ effective in February and 3¢
effective in November. Total payment
of $2.19 represents a 5.3% growth
over 1981,

e A $107.8 million (10%) rate increase
became effective for retail customers
in March 1982; another increase of
$89.4 million (7.4%) became effective
in January 1983.

® The Dividend Reinvestment Plan
raised $23.4 million, an increase of
67% from 1981. Over 30% of our
share owners are taking advantage
of the special tax treatment of
dividends available through the Plan.

e On November 2, Ohio voters over-
whelmingly defeated the proposed
amendment to the Ohio Constitution
to elect the members of The Public
Utilities Commission of Ohio.

© [n 1982, nine million shares of
common stock were sold through two
public offerings. We do not expect to
make a public common stock offering
in 1983.

¢ [n July, the Advisory Committee on
Reactor Safeguards recommended a

100% power license for Perry Unit #1,

Financial Summary and
Quartedy Stock Prices

Earnings Per Share
of Common Stock

Dividends Paid Per Share
of Common Stock

Book Value Per Share
of Common Stock

Common Stock Share Owners

Operating Revenues (000)
Operating Expenses (000) _
Net Income (000)

Earnings Available for
Common Stock (000)

Kilowatthour Sales
(Millions of Kilowatthours)
Residential

Commercial

Industrial

Other __

Sub-total

Sales to Utilities

Total

Quarterly High and Low Prices
of Common Stock (dollars)

2nd

Ist
1952

ith

Percent

1982 1981 Change

$ 301 § 2.52 194
$ 219 $ 2.08 53
$ 198 § 19.63 1.2
111.688 103,242 8.2
$1.108571 $1,012.930 94
$§ 879644 § 820,226 72
$§ 208964 $ 155,734 342
$ 176669 $ 120817 41.3
4,336 4376 0.9
4,194 4,178 L4
7.082 8.280 (14.5)
414 399 3.8
16,026 17,233 (7.0)
139 275 495
16,165 17,508 (7.7



Letter to Share Owners i

Dear Share Owner:

It is human nature to look back with
pride on past accomplishments and to
draw confidence from them in facing
the challenges which lie ahead.

In almost every one of the 20 vears
that the three of us have been officers
of The Huminating Company, our
predecessors have reported to you in
this space on the outstanding results of
the prior year, but looked to the future

as a time of change and challenge. For
an organization with high standards
this is natural. The Company has always
recognized that the achievements and
lessons of the past are only prologues
for the future.

The year 1982 was no exception.

The Company achieved higher reve-
nues and higher earnings per share.
The dividend was increased twice, mak-
ing the annual rate $2.28 per share.

This progress, achieved in the face of
adverse economic conditions which

Robert M. Ginn (top)
Richard A. Miller (left)
Harold L. Williams (right)

resulted in lower kilowatthour sales, is
a tribute to all the men and women of
the Company. We are particularly
proud of our management team and
are fortunate in having a Board of
Directors uncommonly strong in
leadership and breadth of experience.

Our Board was strengthened early

in 1983 by the addition of William J.
Williams, President and Chief
Operating Officer of Republic Steel
Corporation. In addition to his leader-
ship of one of the nation’s largest
industrial corporations, Mr. Williams
brings to the Board utility experience
as a result of his previous law practice.

The accomplishments of the past year
are described in detail in this Annual
Report. The significance of the past is
the foundation it lays for the future.
We are a strong company in a strong
geographical area. This does not mean,
however, that we are overconfident.

There is particular cause for concem in
three major areas— acid rain legislation,
the regulatory environment in Ohio

and nuclear energy.

The issue of acid rain is fraught with
emotion, largely because the true facts
about this environmental phenomenon
are not yet known. Under our system of
laws, people and corporations are pre-
sumed innocent until proven guilty. This
has not been the case with acid rain,
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Company have been \!T!L;!\ d out as t
cause of this }‘h\ nomenon. Congress 1s
now being urged to mandate solutions
by passing legislation which would cost
and ultir

ns of dollars. Yet there is

our mmdust ately our cus

tomers bil,

evidence that the proposed

no scientific
reduction of sulfur emissions from utili
ties in the Midwest would \ILJHE?MJ'H;\
reduce acid rain in the northeastern

states and Canada

I'he Company believes the environment
should be protected. The first step
however, is to diagnose the problem

to determine the causes and effects of

acid rain }‘u fore prescribing a cure

Responsible research already begur
must be completed. This region has
already suffered too many economi
sethacks to burden utility ratepavers
with billions of dollars of additional
St YI\’I'}L: \\:".l\ i. may prove

or ineftectual

unnecessary

cond major area of concern is
R\ ',;ll':.xtutx

law underwent legislative changes dur

I'he se
Ohio's regulatory climate
ing 1982 and more have been proposed

for 1YS8S

As this is wnitten, the Ohio Legislature
is considering a bill which would impose
several changes in rate regulations. In
the short run, those changes might
hold down utility rates but would sut
tantially increase rates in the long run
he proposed chq \l\gn s would tend to
lower the quality and amount of earn-
ings which utilities are allowed. In turn
this would increase the risk of utility
imvestment and increase financing costs
One change would stringently limit the
amount of Construction Work In
Progress (CWiP) allowed in rate base

I'he CWIP inclusion

INn many regulaton

|H¢|\\l‘\i pPresel
jurisdictions inclug
Oho permits construction costs

tor projects nearing completion to be

| it

included in rate base. This does not

mean consumers are paving for the

plant before it rer JdOTrs SeMvICe

st
COSIES

b it } |
¢y borrowed to buiid

While inclusion of CWIP slightly
Increases rates prior to the in

date of the

SCTVICE
plant, it ;‘lw\l\lt S rates
lower than they would otherwise be
OVEr the

also helps ease the “rate shock

life of the ‘,‘]«H'? Ihis practice
\\hh ?
occurs whenever a new plant goes

N SEVICE

Another provision of the proposed
legislation would require retroactive
adjustments of rates if the Ohio
Supreme Court reversed a PUCO
decision. Under this proposal, a
company's earnings would not be
precisely known until the Court had

ruled on the decision as much as a year
later. This would add a layer of
uncertainty to utility investment which
increases the risk to investors. That
risk would raise our financing costs
which ultimately must be paid by

our customers

evident that this proposed
legislation is a reaction to the rate
all utilities have been

forced to seek In recent ve.

increases which

I'his 1s unfortunate because higher
rates could result in the long run. Such
short-term ¢ Xpe diency is not the
answer if utilities are to have the
financial stability required to serve our

economy in the future

Our third area of concern is nuclear

have a safety
record unparalleled in industry. No

member of the
wiclear plant. Yet they are

Nuclear generating plants

public has ever beer
injured by a1

perceived as an uncommon danger

I'he public’s view of nuclear energy

contrasts sharply with the view

of sCientists

In a recent survey, scientists most

closely associated with nuclear energy

were the most confident of its safety
Unfortunately, regulators more often
respond to public perceptions than

scientific realities

Efforts to provide reassurance to the
public through regulation have proved
costly in both time and money

I'he industry must find a way to provide
accurate information about nuclear
energy. It is safe and efficient and that
must be understood. Nuclear energy
must be a part of our industry’s future
if we are to meet our customers’ electric
energy needs

We are indeed facing challenges in the
years ahead. But we have confidence in
the Company and in the economic
vitality of our service area. When
recovery comes, our factories and
businesses will participate. New indus-
tries in the service segment -
particularly in the medical field —and
in high technology are growing here

The political leaders in our city and in
our state are dedicated to making this
area a good place to do business
Through such organizations as the
Great Lakes Economic Policies Council,
business and government are working
to bring economic progress to the

entire Great Lakes region

The history of this Company has been
one of change and challenge. It has
also been one of considerable accom-
plishment. As we resolve the challenges
of 1983 and beyond, we are confident
that we will again provide history with a
new record of achievements

Sincerely,

hect 79 i

Robert M. Ginn, President

/J{/w /7 A

| A. Miller, Executive Vice President

4 %@Zﬁm

Harold L. Wil Executive Vice Preside

February 23, 1983







agencies and those from whom
we borrow.

In 1982, we substantially improved
our financial position. Our record
earnings for the year supported two
increases in our guarterly dividend
rate. Our return on common equity
increased. Our level of short-term
borrowing was significantly reduced.

External financing reached a peak in
1982 when we raised $434 mitlion.
This amount included the sales of nine
million comman shares. We expect
about halt of our future cash needs to
be generated internally, thus
significantly reducing our reliance on
external financing.

As in the past, we will continue to
request rate increases as needed to
provide quality electric service to
Northeastern Ohio and to assure our
share owners a fair return. With
inflation abating and cost pressures
moderating, we are hopeful that future
rate requests will be smaller and less
frequent than in the recent past.

Product Reliability and Service
Our record of product reliability and
service is the standard by which we are
judged by our customers. They depend
on us to provide a constant, instant
supply of electric power for their
homes, offices and factories.

In 1982, service reliability was nearly
perfect. Interruptions were held to a
low level and restoration of service was
achieved more quickly than during the
Previous year.

We also improved the availability and
efficiency of our generating plants
through an extensive Plant Availability
and Efficiency Improvement Program.
A skilled team of engineers and opera-
tions specialists was formed to study
our power supply £7-tem. Recommen-
dations from the team to upgrade the
system through specific maintenance
and capital improve ment projects
resulted in reduced fuel costs. These
cost savings ultimately are passed along
Lo our customers.

We provide electricity to an area of
1,700 square miles. This service area
contains approximately 1.9 million
people, about 650,000 households and
thousands of industrial and commercial
businesses. The ¢'ectric energy needs
of the people and industries in North-
eastern Ohio are growing and, in fact,
are expected to increase by nearly

45 percent by the end of the century.
We are committed to meeting our
customers’ needs by insuring that we
have the capacity required to provide
electricity at the lowest possible cost.

Community Involvement

The economic and social vitality of our
service area affects the success of our
business and the well-being of our
employees and their families, Thus, the
third measure of our stewardship is our
contribution to the communities to
which we provide electric energy.

One of the ways we meet this responsi-
bility is through our area development
efforts. Our programs are designed to
retain and expand existing businesses
and to attract new ones by promoting
the advantages of Northeastern Ohio.

Through participation in the Great | akes
Economic Policies Council, our devel-
opment efforts have now been expanded
to include the Great Lakes region.

Our contributions to the communities
we serve include efforts to improve the
social as well as the economic vitality of
our service area. We are concerned
with the effect our operations have on
the quality of air and water, and we have
worked hard to comply with environ-
mental regulations. We are the largest
property taxpayer in most of the com-
munities we serve. We are financial
supporters of healtn and social agen-
cies, education, the arts and sciences in
Northeastern Ohio.

There are over 5,000 men and women
in The Cleveland Electric Huminating
Company family— people who work
and live here in Northeastern Ohio.
They are a strong resource to their
communities. They, too, want a better
quality of life for themselives and their
families, their friends and neighbors
and their fellow citizens.

Corporately and individually, the
Company and its people are helping
make their communities better places
to work.. . better places to live and raise
families. .. better places for personal
development and enjoyment.

We believe that again in 1982 we have
passed the three tests of our steward-
ship: good financial performance,
excellent product reliability and service
and dedicated community involvement.
The rest of this Annual Report supports
that belief.
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Quarterly Earnings and Dividends Per Share

of Common Stock (dollars)
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improved our ratio of earnings to fixed
charges to 3.0 times in 1982 from 2.4
times in 1981. At year end, our capital
structure consisted of approximately 47
percent debt, 13 percent preferred and
preference stock and 40 percent
common equity.

Financings in 1982

Equity and debt financing activity
totaled $434 million in 1982. Through
two public offerings of common stock,
totaling nine million shares, we raised
$150.4 million. We also raised $171.9
million through the public sale of
30-year first mortgage bonds in March
and November. In addition, through
the Ohio Air Quality Development
Authority, we raised $76.7 million of
30-year tax-exempt bonds to refinance
tax-exempt pollution control revenue
bonds which mature in April 1983. We
issued 30-vear first mortgage bonds as
collateral security for the Authority's
bonds.

In November 1982, we agreed to sell
notes, periodically and in varying
amounts, to a major financial institu-
tion for inclusion in its publicly-offered
bond funds. We issued $60 million of

N 1.00 120

30-year first mortgage bonds as col-
lateral secunity for these notes. Under
the agreement, we can sell $60 million
of the notes by November 1984,

This new agreement replaces a similar
one which expired in April 1982. The
advantage of this financing program is
its flexibility. We can average our inter-
est costs over a period of time or decline
to sell notes when interest rates are
extremely high. Last year, we raised

$6.1 million in this manner.

Through our Dividend Reinvestment
Plan, in 1982 we raised $17 million
from reinvested dividends, up 79 per-
cent from 1981, and an additional $6.4
million in optional cash contributions,
up 42 percent from 1981. Participation
in the Plan increased 60 percent in
1982 from the previous year, mainly
due to incentives provided by The
Economic Recovery Tax Act of 1981.

The Act provides a means for share
owners to shelter all or a significant
portion of dividends reinvested in our
common stock.

The balance of funds obtained in 1982,
approximately $5.3 million, was raised
through employee stock plans.

External financing activity will be lower
in 1983 than in prior years. Our financ-
ing plans include the sale of $100 mil-
lion of first mortgage bonds in the first
half of the year and additional sales of
notes to the bond funds during the ycar.
Capital will also be raised through ovr
employee stock purchase plans and the
Dividend Reinvestment Plan. Finally,
we are considering an additional pre-
ferred stock sale and we may borrow
funds to finance construction of
additional pollution control facilities.

For the first time since 1974, the
Company does not expect to make a
public common stock offering, largely
because of the high level of share owner
participation in our Dividend Reinvest-
ment Plan.

Rates

The rates our customers pay for the
services we provide are an ongoing and
critical concern of the Company. Our
rates must cover our costs and provide
a fair return on our share owners’
investment. Yet, we are mindful of the
impact of our rates on household
budgets and the operations of area
businesses.

The Company operates, as do all
investor-owned electric utilities, under
government regulation. When increased
costs force us to seek a higher price for
our products, we must request rate
increases. In 1982, we received rate
increases in three segments of our
business—retail electric, steam and
wholesale electric.

-3



Effective March 19, 1982, The Public
Utilities Commission of Ohio (PUCO)
granted the Company a 10 percent,
$107.8 million retail electric rate
invrease. This order, and the one
discussed below, dealt with the recovery
through rates as an operating expense
of the costs of four nuclear unit proj
ects terminated in 1980. This matter is
¢ \{‘“I‘l: d in detail in Note E of “Notes
to Consolidated Financial Statements

A1 l\‘(f.'l"‘,\li electric rate increase ot

$89.4 million, or 7.4 percent, went into

effect on January 7, 1983. Some $58

million of the increase allows for earmn
Ings on part of the construction costs
of Unit #1 of the Perry Nuclear Power
Plant. For the first time since con
struction began in 1974, customers
will be contributing toward the costs of
the Unit

I'he Company also sells steam for heat
ing and cooling to more than 300
commercial customers in downtown
Cleveland. While our steam business is
relatively small, steam sales totaled
more than $17 million in 1982. In
October, the PUCO granted us a $2.4

million, or 12 percent, increase in

steam rates

Early in 1983, the (.HHI[\HI\ signaled its
continuing commitment to this segment
of its business by announcing a $1.5
million capital improvement program
which will reduce operating costs. To
meet competition from alternate fuels,
the Company also offered a rate
reduction to those customers who

make a long-term commitment to

recerve steam service

Wholesale rates for electricity we sell to
other utilities are set by the Federal




Energy Regulatory Commission (FERC) Coverage Ratios
In July 1981, we filed a request for a

$2.3 million rate increase covering
sales to the City of Cleveland's
municipal electric system. Although the
request is still pending with the FER(
we began collecting under the new
rates in September 1981, subject to
refund depending on the final FER(
order. In November 1982, we filed for
an additional wholesale rate increase of
$716,000, which 1s also pending. We
will be allowed to begin collecting
under these new rates in June 1983
wain subject to refund depending
upon the final decision

Regulatory Climate

Regulation of Ohio’s public utilities

underwent considerable legislative

change, although Ohio voters rejected

a proposal for direct election of PUCO

members by a margin of two to one

Under the new regulatory law, which

went into effect in January 1983, the

membership of the PUCO was in

creased to five members from three ‘ £ rest | plus
and terms were reduced to five years ' / plus //

from six. The Governor is now required ! ' Hory ] tsed First Mortgage Bond Interest

J § 4 . Lo ag . )
to fill PUCO vacancies from a list of ring Construction divided by veraie Rati

candidates submitted by a 12-member NEerest o rtand | [
ranel which makes selections based on { " [
specific education and experience qual

ifications. In addition, the new law

disallows use of the “matching test

vear”, which based rates on current Interest Charges Coverage Ratio
costs rather than historical costs and

thereby recognized the effects of infla-

tion on our financial results. A further

provision of the new legislation

prohibits a utility from seeking a rate

mcrease if it already has a rate case

pending before the PUCO

['here are indications that Ohio's
regulatory climate may become even
more difficult for utilities. Any unfavor
able shift would affect the financial
health of the utilities on which business
is depending to meet its future energy
needs. Ohio's economy de Pe nds on the
vitality of its businesses. But, economic
growth will not be possible without an

adequate suppiy of energy




Our responsibility to the people of our
SEervice area 1s to L‘I'l\ldl them with
continuous service at the lowest possible
cost. How well we are meeting this
objective is measured largely by our
records of service reliability and

equipment availability and efficiency

Service Reliability

o our mers, our rehability
record—unat is, how well we supply
adequate energy on demand —is of
primary importance. In 1982, as in
prior vears, we had a nearly perfect
reliability record, 99.98 percent. This is
typical of investor-owned utilities in the
United States where we have the best
reliability in the world

Our favorable record is partly the result
of programs to maintain and improve
system reliability. Most potential
problems at our transmission and dis-
tribution facilities are discovered and
remedied without service interruptions
because of our preventive maintenance
program. This program includes many
manhours spent in visual inspection
and electrical testing

The improvements resulting from
maintenance programs, aided by less
severe weather conditions, enabled us
to hold the number of customer cutages
to a low level. The average restoration
times for those customers who experi
enced service interruptions was reduced
to about 57 minutes per outage, well

below the 67-minute aver of 198]

1

Plant Availability and Efficiency
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Our maintenance planning and
scheduling program is one of the
factors responsible for our improved
availability and efficiency record. By
programming pertinent data into our
computers, we are better able to
schedule and manage equipment main-
tenance at regular intervals. The
Company’s ongoing program to mod-
ernize existing plants through capital
improvements is another factor
affecting our record of availability
and efficiency.

The prolonged outage of the Davis-
Besse Nuclear Power Station during
1982 for refueling and maintenance
meant that our coal-fired generating
units were in greater use. Our mainte-
nance and modernization programs
assured that our most efficient
fossil-fueled units would be available
when needed.

Although Davis-Besse experienced a
lengthy shutdown last summer, its
operating statistics since returning to
service in September show the
Station’s potential as one of the best in
our system. During the last quarter of
the vear, Davis-Besse averaged 97
percent availability, with an average
capacity factor of 91 percent. The
capacity factor measures actual output
against maximum possible output.

Davis-Besse's electricity is the lowest
cost energy available to our system. Its
fuel cost is about 0.5 cents per
kilowatthour compared with 1.8 cenis
for our lowest cost coal units.

Expenditures for Plant and
Equipment

During 1982, capital expenditures
for our power plants and equipment
totaled $422 millior.

The largest outlay in 1982 was $276
million for new construction at two

nuclear power plants— Perry, of which
we own approximately 31 percent, and
Beaver Valley Unit #2, of which we
own approximately 25 percent. Beaver
Valley is being built by Duguesne

Light Company.

Some $48 million was spent on
improvements at the Davis-Besse and
Bruce Mansfield Plants and for addi-
tional facilitics at the Beaver Valley site.

An investment of some $61 million was
made to upgrade our transmission and
distribution facilities.

We spent $9 million to upgrade our
coal-fired generating units, several of
which are more than 30 years old.
Additional environmental equipment
required to meet State and Federal
water and air standards was installed at
a cost of $21 million.

An expenditure of $7 million was made
for trucks and work equipment, data
processing equipment and other items
for day-to-day operations, all necessary
to maintain the reliable, economical
service our customers expect and
deserve from us.

In 1983, our capital expenditures are
expected to total some $500 million.
The largest allocations in the budget
are for Perry and Beaver Valley
construction. Other items are for
additional improvement of our existing
coal-fired units and for transmission
and distribution facilities.

Growth Forecasts

The need for current construction and
planning for new generation is pred-
icated on our growth forecasts for
Northeastern Ohio over the next 10 to
20 years. By the year 2000, our resi-
dential, commercial and industrial cus
tomers will require nearly 45 percent
more electric energy than they are
presently using, a compound growth
rate of a manageable two percent a year.
Clearly, that increased need, coupled
with the need to replace aging units, will
require additional generating capacity.

Peak Demand and Capacity

System peak demand occurs in our
service area most often during the
summer months when electricity
demand is pushed higher by heavy air
conditioner usage. The peak represents
the maximum requirement for electricity
by our customers for any one-hour
period in a given year.

in 1966, our peak was 1,947
nicgawatts. Over the following 15
years, it grew 7.3 percent to the record
3,362 megawatts set in 1951

However, the 19582 peak of 3,078
megawatts, which occurred on July 16,
tell short of the 1951 record primarily
because of the sharp decline in indus-
trial activity during the year

Obviously, capacity planning cannot
be based on peak demand for any
single year. As the economy recovers
from the current recession, peak
demand will resume its growth. The
Company must have adequate
capacity to meet the future demands
of its service area. Our construction
program is designed to phase in new
generating facilities at planned
intervals to meet that demand.

Peak Demand
(mullions of kilowatts)
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The Company's success and the well-
being of its employees and their families
is dependent on the economic and
social vitality of Northeastern Ohio.
Thus, our commitment to the area goes
beyond providing dependable electric
service and touches the lives of the

1.9 million people of the area in mynad
other ways.

For the more than 100 years of its
existence, the Company has invested
time, talent and money in environ-
mental projects, area economic devel-
opment, health and social services,
higher education, the arts and culture
and other activities which have helped
improve the quality of life in
Northeastern Ohio.

Our sizeable investment in land, plants
and equipment has made us the largest
property taxpayer in most of the com-
munitics we serve.

Community/Area Development
During the period following World War
I, the Company initiated an extensive
area development program. The cam-
paign soon was adopted as a pattern
for other major industrial areas. Our
industrial development campaign
slogan “Best Location in the Nation”
became known worldwide.

While the Company fostered growth
from expansion within, the need also
was seen to expand the base by attract-
ing new companies to the area. The
result has been new business, new jobs
and a larger, stronger and more diversi-
fied economic base to benefit the
Company and those who work and
reside here.

The benefits continue. Seventeen of

the nation’s largest 500 firms are head-
quartered in the Greater Cleveland

area. These companies require the ser-
vices of a wide range of other businesses
and professions, and they, in turn,

grow, prosper and create still others.
Today, the technology and service
industries are becoming an important
part of the area’s economy.

Signs of vitality are clear in downtown
Cleveland, which is alive with new
office building construction for such
firms as Standard Oil Company of
Ohio, Eaton Corporation, Medical
Mutual and Ohio Bell. TRW, Inc. is
building a new headquarters in a
Cleveland suburb. The Cleveland Clinic,
premier medical facility and largest
employer in the City of Cleveland, is
beginning a $200 million expansion.
By the mid-1980s, the Clinic's present
employment of 7,000 is expected to
increase to some 10,000,

Community and area development
work was, and is, an important effort of
the Company. To help sell all prospec-
tive employers on the advantages of
our area, the Company’s activities are
closely coordinated with those of the
Greater Cleveland Growth Association,
the Cleveland Tomorrow committee
and other development groups. These
efforts have now been expanded to
encompass the Great Lakes region.
We joined with other members of
Cleveland's private sector to lead the
formation of the Great Lakes
Economic Policies Council. This

Voices of Reason: Our Speakers
Bureau, Films, Ads and Executives
Are Communicating

In 1983, the Company's employee-
staf.ed Speakers Bureau will celebrate
its 30th anmiversary. While it is impos-
sible to know how many people have
been reached by the Bureau in all
those years, we do know that in 1952
its 52 members gave almost 400 pre-
sentations to groups ranging in size
from 25 to 300, a total audicnce of
abaut 12,000 people.

In addition, the Company receired
1,200 requests for movies from our
film library, which were viewed by an
additronal 29,000 persons.

In May, we held a series of meetings
with share owaers in our service area.
\s an adjunct to the reqular annual
meeting, Company executives took the
annual meeting message to six
additional locations, increasing the
number of share ouners we reached
by about 1,400

When the total communications effort
by the Company is taken into account,
the audience includes just about every
man, woman and child in Northeastern
Ohio. Our mass communications
program—newspapers, television and
radio—reached into every home many
times during the year. Our executives
appeared on television and radio pro-
grams throughout 1982. We also
answered more than 800,000 cus-
tomer inquiries through telephone

calls and office visits. A computerized
bill printing system installed last year
permits inclusion of brief messages,
enabling us to reach all of our 642,000
residential customers each month.

The men and women of The Cleveland
Electric Hluminating Company are
taking the Company's message directly
to the people they serve. We are a
dedicated team whose only business
purpose is to provide electric service

to the homes, factories and businesses
of Northeastern Ohio—at the lowest
possible cost.
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organization of representatives from
he major industrial cities on the Great

!
Lakes is working with public sector
l

lkl\!\ rs to l‘lHHlllh CCONOMIC Progre

throughout the region

One of the area’s greatest advantag
abundant fresh water, a precious
resource that is becoming scarce in
other parts of the country. Northeastern
Ohio, with its 100-mile Lake Eric
shoreline, has access to 20 percent of

”i\ ‘u\n)l‘{\f y

-fl‘{‘l\ In fact, the Great
Lakes region has the largest supply of

fresh water in the world

In this time of economic uncertainty
we recognize that many of our cus
tomer prospects are engaged in coping
with the immediate problems of the
recession. However, we are sowing
seeds for the future. The promotion of
our area’s advantages —its central
location to key markets, dependable
energy suppiies, abundant supplies of
fresh water and a skilled labor force,
among others—will vield results as it

has in the past

Our efforts to foster economic growth
In our service area extend to our own
purchasing. To the extent possible, we
buy equipment and other supplies from
our customers. For example, in 1982
we ordered almost 150 replacement
passenger cars and light trucks

vehicles made by American workers
including Clevelanders. Our purchasing
policy affects a wide vaziety of local
businesses including machine shops,
combustion control manufacturers,
construction
and maintenance contractors and

safety glasses suppliers

countless others

Financial Support

Bevond the economic contribution
made by our business activities, the
Company has long recognized a
responsibility to provide direct financial

support to health and social services
education, the arts and cultural
activities. Each dollar contributed 1s
intended in some way to improve the
quality ot life in Northeastern Ohio

“.\\\ P‘\AHH,‘ oven

”-I S¢ activities
more important considering the redu
tions made in Federal spending for
socCial and CIvig [""'\\t‘ HIH‘ Wit
continue to !‘I.IL\\ \1“!1.1'“![% oven
though the Company has been denied
recovery through rates of its chantable

contributions

'he Company’'s donations are made
largely through The Cleveland Electric
Hluminating Foundation. The Founda
tion was established over 20 vears ago
when management recognized the
need, during more profitable years, to
invest contributions for future use

In this way, the Foundation enables the
Company to maintain a consistent level
of giving in both good and lean vears
Its contributions place us among the
leaders of Ohio electric utilities in

total giving

Employee Involvement

We are particularly proud of the degree
to which our employees contribute to
the well-being of their communities
For example, our employees’ United
Way giving in 1982 amounted to over
$1 million which was augmented by an
additional $300,000 from the Company
Foundation

Financial contributions are only one
part of the community involvement of
our employees. The Company consis-
tently seeks to hire people who display
leadership ability. That we have been
successful in this effort is evidenced by
the number of our emplovees who truly
give of themselves as they provide
volunteer leadership to community
projects and governmental bodies

For example:
® 4 service engineer holds free tax
seminars for senior citizens and

church groups




1 billing clerk works with voung

black women, involving them i

community socCial service projects

1 Tele-Communications Unit
supervisor and a Company telephong

operator are hospital volunteers

\\t\"!!\ SEerviIce Insta ilY Wds
u \1.1' of the Year™ by the

Optimists Club for his work i

lerk volunteers for the

mernican Heart Association

y word processor at thi ‘Y< m l‘{.\'iy

(S 11 y mentally Y\'«Hxl‘!\].\i-'.l\hl"'
more than )W emplovees serve as
volunteer hiremen

the number of scout leaders, Littl

|4 ARUC COA( hes, service club officers

L
ind church and social agency workers
runs well into the hundreds
¢ area of community

lopment, Company employees
serving with organizations such

A\shtabula County Citizens

the City of Rocky

iwn and Construction Board

ional group members total
more than >0 in organizations as
diverse : | American Institute of
Architects and the Purchasing

Management Association

'his sampling indicates the diversity of
interest and depth of commitment of

our employee volunteers. We are proud
that thev give to these activities the

SANMi \{\\{l\.ll!wl: they give to their )H}‘\

Our responsibility to the communities
we serve goes bevond meeting the
CNCergy net ds of the area Ihe
Company and its employees are invest

ing their time, talent and money to
contribute to the social |!:\|c_\|.!“'lﬂh
needs of \«HHM.DM?' !”H".Hl\l IS

peopl

Chff Bissell, Senior Community
Development Representative
(left), reviews a report by the
Western Reserve Consortiun
with Paul A. Reichert, Dean

i Kent State University's
Ashtabula campus. Mr. Bissell

was an organizer and hrst

president of the Consortium, a
group of six major educational
institutions formed to tran
people to meet the needs of
existing and new industnes

in the eastern part of our
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Management’s Discussion and Analysis
of Financial Condition and Results of Operations

Capital Resources and Liquidity

Our capital requirements stem from our ongoing
program of constructing facilities needed to meet
anticipated demand for electric service, to replace
worn-out facilities and to comply with pollution control
regulations. Over the years 1980-1982, we spent
approximately $1.2 billion on the construction program,
This amount included an allowance for funds used
during construction (AFUDC) which is explained in Note
A of “Notes to Censolidated Financial Statements.” At
December 31, 1982, our purchase commitments totaled
$447.000,000, of which $236,000.000 principally related
to the construction program with the balance applicable
to the cost of acquiring nuclear material and processing
it into fuel

After paying our expenses, taxes, interest and dividends,
our business currently does not generate all of the funds
needed for our construction program. Therefore, we
must supplement our internally generated funds with
additional money raised from investors. In the past three
years, about 70% of the money used for construction
was raised from sales of securities, such as notes, first
mortgage bonds and preferred and common stocks,
and from bank borrowings. The cost of these funds has
been high and the common stock was sold at various
prices below book value. We also raised funds from two
sales of the Federal income tax benefits related to
equipment placed in service in 1981. These sales were
made possible by changes in the tax treatment of equip-
ment leasing rules contained in The Economic Recovery
Tax Act of 1981. Construction program expenditures
over the next several years are expected to be funded
about equally from internal and external sources.

In order to be able to attract money from investors on
the best terms, we must receive sufficient and timely
rate increases to enable us to pay investors the return
on investment they demand in the form of interest,
dividends and increased net worth. We have vigorously
sought rate increases over the last three years. As a
result, The Public Utilities Commission of Ohio (PUCO)
granted us the following rate increases in the last three
vears—9.0% (1980), 17% (1981) and 10% (1982). In
addition, the PUCO granted us a 7.4% electric rate

increase effective January 7, 1983. We also secured
various increases in steam, wholesale power and street
lighting rates in the three-year period. These rate
increases, coupled with effective cost control and higher

AFUDC, off