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p-,-- m 77.] and, in Pennsylvania, Metropolitan Edison '-

.-
. . . m. ~~ - c 1 Company (Met-Ed)and Pennsylvania

-

E..,GPU-A Profile c(thezj Eiectric Company (Penelec). Another
subsidiary, GPU Service Corporation, _

7 - ,- , . - . , . . '"N

2 provides a broad range of professional
-. - , ; 2., *~

,.1 *Jj services to the operating companies, while a,- .,

hj . OUSIOMOFE II b8FTES. .~gl fifth subsidiary, GPU Nuclear Corporation,
- g 7.;;,~= gggg

EL a_AJ M.h aC Maatti is responsible for the operation,
maintenance and management of the
System's nuclear facilities.

~

s

The General Public Utilities System About 35 percent of the electricity c
companies provide some 31.S billion distributed by the operating companies is . g
kilowatt-hours of electricity for about 1.6 used by residential customers,26 percent -

million customers (and a total population by commercial accounts,34 percent by O
exceeding 4 million)in service terntories mdustry and S percent by other customers. ~ -

encompassing about half the land area of The peak load periods of the operating __

Pennsylvania and New Jersey. companies are in balance, with winter peaks
The operating companies are Jersey in Pennsylvania and summer peaks in =_

Central Power & Light Company (JCP&L) New Jersey.
_
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Operating Companies' Statistics-1983
-

m
Sales Mix:

Total Residential, Electric Peak Number . -

Revenues Assets Commercial, Customers. Sales Load of
'--

($000) ($000) Industrial Year-End (MWH) (MW) Employees
e

JCP&L $ 1,272,926 $2,465,432 40 % 30 % 27 % 740,S09 13,209,5S8 2,988 3,626

Met-Ed 5 563,862 $ 1,312.638 33 % 24 % 39 % 371,983 7,682,620 1,451 2,573 _'-
Penelec $ 649,554 $ 1,S29,801 29 % 24 % 38 % S22,908 10,607,857 1,701 4,047

GPU $2.480,304 $5,333,870 35 % 26 % 34 % 1,635,400 31,50,03S 6,140 12,719* '

_

* Includes employees of GPU Nuclear and GPU Service Corporations. -

--
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.1983 Financial Summary;
. .

,
i
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1983* 1982*

Net income before extraordinary items (000) $ 66,907 $ 33,734

Net income after extraordinary items (000) $ 50,889 $ 37,507

Per share (before extraordinary items) $ 1.09 $ .55

Per share (after ex'traordinary items) $ .83 $ .61

Common shares outstanding, year-end (000) 62,864 61,264

Number of stockholders 112,058 122,884

Book value per share $ 23.67 $ 23.45

Megawatt-hour sales (000) 31,500 31,353

Operating revenues (000) $2,480,304 $ 2,405,527

Construction expenditures (000) $ 285,388 $ 248,61S

Cost of fuel and purchased power (000) $1,168,449 $ 1,020,681

Total assets (000) $5,333,870 $ S,196,7S9

Generating capacity (megawatts)" 8,251 8,251

Peak load (megawatts) 6,140 6,442

Customers served at year-end 1,635,400 1,610,S89

Number of employees at year-end 12,719 12,420

* See Notes 1 and 3 to Consobdated Fmancal Statements and Report of Auditors.
" Includes both TM1 Units rated at a total of 1,706 megawatts.
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' '3 saw the last cask of radioactive waste from the; To The Stockhold' ers j acciaent. generated water ieave tae isiand.;

t 1 Core examination and planning for the all-
important damaged fuel removal went ahead,

. ~ . . ._ . . , __ . ~ ~~"

although slowed by four employees' charges -

The struggle for the financial recovery of of proceduralirregularities by GPU and its -

the Company in 1983 again centered around principal contractor, Bechtel. Independent
the Three Mile Island nuclear plants. While investigation showed that safety was never
we were able to make some forward steps, compromised, and the procedural problems
there were also disappointments, and as we have since been rectified. However, there
near the end of the first quarter of 1984, sig- continue to be political and public concerns

'

.-

- M
nificant uncertainties remam; approval for the linking Unit 2 cleanup progress with Unit 1 -

start up of TMI Unit I has still not been restart approval.
received and the funding plan for the cleanup We are working hard to convince regula- . : -
of Unit 2 is not yet adequately assured. tors, government officials, legislators and the ?''

Nevertheless, the Company has echieved public of the massive changes that have taken
significant progress in the five years since the place in the nuclear operations of this Com- J:

TMI accident in almost every area: debt pany since the accident. There is no doubt 9
reduction, nuclear reorganization, cleanup

,
. that critics of the Company and of nuclear

steps, improved rate regulation and resolution power in general, as well as the uninformed,
of some important litigation. g gg g ggg

--

In 1983, the Company aggressively moved tle recognition of what the Company has done i=

to convince all concerned of its readiness to and where it stands today.
safely operate TMI-1. Nevertheless, continu- We have taken additional steps to demon-

'

ing emphasis on open issues, primarily associ- strate to the regulators and the public GPU
ated with people and events of five years ago, Nuclear Corporation's single-minded dedica-
continues to delay restart. tion to the safe operation of all our nuclearOn February 28,1984, Metropolitan plants. These steps melude the appointment ofEdison Company pleaded guilty to one count

a new outside chairman of GPU Nuclear Cor-
,

of an eleven count indictment involving the
handling of water inventory tests at TMI 2, p ration and three additional outside mem-

bers to the GPU Nuclear board. The threehanded down by a federal grand jury last 5utside members constitute a Nuclear SafetyNovember. This was a painful admission of
employee misconduct in 1978 79 that simply and Compliance Committee to independently

cannot and will not be tolerated. The details of monitor the operation and maintenance of the

this matter are discussed on page 15. System's nuclear units, with specific attention i

Both the Nuclear Regulatory Commission to adherence to procedures and license c

and the Company have been unable to pur. requirements. We have been fortunate in <

sue appropriate investigations of the allega. obtaining the services of three highly qualified ?

tions while three separate grand juries con. and experienced men in the field to fill these

ducted inquiries over the past 34 years. The positions. ,

settlement will enable those investigations to We firmly believe that the remaining "open
"

proceed to indentify the full extent of wrong. issues" that have been raised can be sepa- J

doing and the individuals guilty of miscon- rated from a decision on the restart of TMI 1. ]

duct. We can assure you there is no place in Because of the extensive management -(
this organization for anyone who knowingly changes in the responsibility for that unit, the
committed such wrongs, resolution of those issues can be pursued with-

Reviews by outside, independent groups out direct relevance to the competence of
have attested to the readiness of the physical those individuals today responsible for the safe
plant at TMI l and the competence of the operation of TMI 1. We shall continue to

'

organization we have in place today to oper- aggressively pursue that course because we
ate that unit. In late 1983 the NRC staff believe the early return to safe operating serv-
identified the conditions under which the Unit ice of TMI l is in the best interests of our cus-
could be authorized for restart. Subsequently, tomers in Pennsylvania and New Jersey and'

the NRC indicated that a decision could be our shareholders.
reached by June,1984.

[
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During 1983, while having to devote an -the third phase el the plan eccurs when 3

enormous portion of management and the cleanup at TMI-2 is essentially assured. At
employee attention to the TMI issues, we have that time the Company will be in a position to
also continued to provide electricily reliably to access capital markets, necessary to expand
the 4.5 milhon people we serve, at rates in line construction expenditures in order to provide
with those of neighboring utilities to our serv- for new generatmg capacity as needed. The
ice area. The continued reliable service under extent to which any new generation will be -

adverse conditions has been recognized by necessary depends on the Company's abihty
our regulatom srd the financial community. to secure long term, economical power pur- ~

We have contmued our program of close chases and on load growth.
financial controls, exoanded the conservation The early reinstatement of a dividend-

O@.3 Ia
/.and load management programs so as to limit cash or stock-remains a major objective. We

future construction needs, and maintained the recognize both the strong shareholder con-

'j%, F./
forward.looking capacity planning required to cern and the patience you have exhibited with f.
support capacity expansion when necessary. the continued omission of any form of divi- 9

89" I $;d
These accomphshments are important to our dend return. At the same time, we believe that
shareholders in terms of what they can mean a dividend resumption today would be
to the future fmancial health of the Company, counterproductive to rebuilding the System D
once the TMI issues have been resolved. from its near fmancial collapse following the %v

The recovery plan we are following has sev- TMI accident. We are still in a tight cash posi- J. p"? a
eral major elements and three distinct tion. We are also seeking support from ethers VC !

timeframes, all intended to preserve the share- for the cleanup of TMI 2. However, once Unit V$
holders' investment and bring the System I is operating, and the program to fund the li
back to a point where a meaningful, sustaina cleanup of Unit 2 is better assured, primarily J V

NM:ible dividend can be established. by the availability of utility industry support,

h|[3
The elements of the plan include: we believe that we will be able to adopt a sus- -i ,

-the safe restart and normal operation of tainable dividend in the best interests of the t - -

#DTM1 1 and its inclusion in customers' rates, shareholders. We are dedicated to that end.
which will help restore financial health and During the year, GPU employees across the SM
reduce customer costs; System responded to the many challenges that $Y

-the safe decontamination of TMI 2 and, at these difficult times have imposed. Despite our M$
the appropriate point, a decision as to its reha. current problems, there are positive signs for t * .

.M@: .y. :bilitation or decommissioning; and, the days ahead. With the continued support of
'

employees and shareholders, we believe that > W
-the assurance of an adequate supply of the coming year could show a maior turn- 'k'

economical energy through long. term pur- around in the outlook for your Company's J R. '
chases, the enhancement of transmission

g"'"''' :w
capability and continued emphasis on energy "V
management programs. The success of this (;' -:

program will delay the time when the System h J/ j / Q ' .-.
will have to construct new transmission and

-

- %
generating fac1hties, p W.; '

The three phases of this plan are: ' f{GdLWhNm I* b
-the bme between now and the restart of %h

TMI.1, marked by continuing to maintain f p>,

expenditures within the bounds of available Jg .;E7y~internal cash sources. - - - - -

.

-the period between TMl-1 restart and H. Dieckamp Y ?'
completion of the majorportion of the TMI 2 President and Chief Operating Oflicer k
cleanup, including removal of the damaged k&gn3 YYfuel core. During this period, when

March 1' 1984uncertainties are being reduced, the Com- $i ..-

pany will continue to minimize capital D'
expenditures and rely primanly on internally- %'h
generated cash. q f .cWy

&My
?7...-
w. :

f.% :
S N
"4 K_ - , _ .- . . . _ _ . . _ _ -_ _~__ _ ._
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i holder class action suits brought against the4 {''
-- m

Ccmpany following the Three Mile Island acci- . =
* '

The Financial Report ; dent. In 1982, net income was affected by

; a extraordinary income items of $3.8 million, net -

of taxes, or 6 :ents per share. (These extraordi-s- _m.. ~* " "' '
_

nary items ar 3 discussed in Note 3 to the Finan-
Earnings Increase cial Stateme its, page 32).

--

GPU's 1983 net income before an extraordi. Sales of e~ctricity were 31.5 billion kilowatt-
~

nary item was $66.9 million, compared with the hours in 1983, about the same as in 1982. Resi- -

$33.7 million recorded in 1982. Earnings per dential sales improved slightly from 1982 to - -

share before the extraordinary item were $ 1.09 1983. Industrial sales at mid year 1983 com-
'

-

compared with 55 cents per share, before pared to 1982 showed a 9 percent decline, but -

extraordinary items,in 1982. by the end of 1983, they recovered so that the --

The increase in net income was attnbutable to decline was only 1.3 percent from the previous -
-

several factors, primarily rate increases granted year. This improvement resulted from an eco-
_

the GPU subsidiaries in 1982 and 1983, lower nomic recovery in the second half of the year. >

interest expense resulting from redemptions of Commerical sales increased slightly compared
' - -

long-term debt in 1983, lower levels of short. to 1982. Revenues for 1983, not including those

term debt outstanding and the deferral of certain related to energy costs, increased to $1.5 billion
outage related expenses attnbuted to the Oyster or i l percent over 1982 due to rate increases

..

Creek plant. granted the GPU companies.
Partially offsetting those changes were

increased operating and maintenance expenses. Bank Credit Agreement Extended
-_

The most significant impairment to earnings In August 1983, the GPU System established ,

remains the lack of return on the GPU System,s an extended bank credit agreement to provide
investments in the Three Mile Island (TMI) units for working capital needs into 1985. The previ- v --

and on the abandoned Forked River plant and ous agreement was to expire at the end of 1983.
'

of recovery through rates of the bulk of the The revised Revolving Credit Agreement (RCA)
TMI 1 operating costs. reflects an improvement in terms with the con- --

As a result of regulatory action in 1982, sortium of participating banks. m
GPU,s Pennsylvania subsidiaries have been col- Under the revised RCA, the GPU System -

lecting some revenues from customers to amor- rMuced the amount of credit from $200 million
tize their investments in TMI.2 but, as mentioned to $ 12S million, consistent with the System's
above, are not receiving a return on such anticipated reduced borrowing needs. The ..

'investments. banks, concurrently, reduced the interest rates
ICP&L has not been permitted to amortize its on borrowings and the commitment fee.

investment in TMI 2 but has been amortizmq lts The new agreement continues to provide a
~

investment in the cancelled Forked River source of cash to supplement GPU's internal
-

N lear Station as a result of 1981 regulatory cash generation. "

action. However, no return is permitted on the At year.end 1983, borrowings under the
-Forked River investment- revised RCA stood at $ 10 million, a dramatic

Also during 1983, a charge to income as an improvement from the $326 million peak in
extraordinary item at the parent company level short term borrowing experienced in 1980. -

of $16 milhon, net of tax benefits, or 26 cents (For further information, see Management's
per share, resulted from settlement of share- Discussion, page 16). ,.

~
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Coch Position Improvad; Borrowing Needs, Penelec Bonds Redeemed Early 5 .-

Capital Expenditures Stabilized On August 1,1983, GPU's Pennsylvania
The cash position of GPU was substantially Electne Company subsidiary redeemed a 10%

strengthened in 1983. Most significantly, the percent first mortgage bond issue. The $45 mil.
Company, in early May, was able to pay off all lion issue was redeemed at par, a year in
short term debt. Subsequently, only hmited advance of normal matunty. By redeeming the -

amounts were borrowed from time to time in bonds early, Penelec was able to reduce interest
order to meet anticipated working capital expense by utilizing available internally.
obligations. generated cash.

Continued cloce controls over expenditures . .,

and the maintenance of construction spending
- '

in line with available internally. generated funds,
have reduced the Company's anticipated bor- t. _ 4

rowing in 1984 and 198S. Other factors *

- The Rate Regulatory
(i -

.

-contnbuting to the improved cash position o! the
Company since the TMI 2 accident include sales
of nuclear fuel and continuing success in i Report '.
eecuring economicallong term purchases of 1

L- -- - - - - -

.,replacement power, along with timely recovery
of fuelcosts.

Although earnings would continue to be As a result of rate regulatory actions in 1983, .. .

impaired, strong economy measures would ena. the GPU Companies were permitted to imple-
ble the GPU System to meet all cash require. ment increases totalhng $ 154 million in annual
ments for an extended penod of time, even with. base rate revenues, which contnbuted to the

out the return of TMI l to service and to rates. GPU 1983 nse in earnings over 1982. -

Borrowings in 1984 and 198S are expected Most significantly, as a result of intensive 1983
to be modest. ICP&L will, however, require rate-making activity and decisions:
significant borrowings early this year and at the -increased operating and maintenance costs
time of its major state tax payments. Neverthe- for Oyster Creek are being recognized;
less, short term debt at year end 1984 should be -timely adjustments were made in energy
minimal for all the GPU companies. coct recovenes; and,

In 1983, the GPU System had $463 million of -regulators in both states have provided for
capital expenditures, with almost two-thirds of the updating of TMI costs, to become offective
these funds, $285 million, going to plant with the return to service of TMI 1.
improvements and modifications to existing Even with these actions, GFU customers' bills

generating stations, including substantial remained at levels in hne with those of neighbor-
refurbishment of the Oyster Creek Nuclear ing utthties.
Generating Station. The .emaining $ 178 milhon Certain adverse decisions by our regulatory ..

was used to retire long term maturing debt. In agencies in response to the TMI.2 accident still
1984, about $47S milhon has been budgeted remain. The most senous of these is the contin.
for capital expenditures, an increase of only $12 ued exclusion from customer rates of most of the
million, or 2.6 percent, over 1983. costs associated with both TMI unu.

In New Jersey, still to be resolved is the deter-
mination by the Board of Public Utihties(BPU)of =

,7 , , , . . c.~ ,, m.-.,m.,_.- __,-_.m .. ~~ _ ...r, .m
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6 any " fault" of JCP&L associated with the TMI made by ICP&L to recover from the financial
-accident. If ICP&L is found to be at fault, the effects of the TMI accident suppods ICP&L's -

BPU must also determine any resultmg penalties contmued operation as part of the GPU System.
| and mitigatmg measures, as mandated by legis- In early 1984, all three GPU operating com-

_

| lation enacted in 1983. On February 8,1984, panies fded retail base rate increase requests for
the New Jersey Public Advocate ided a motion an aggregate of $121 milhon in revenues to . .

requesting summary disposition by the BPU on offset inflation, increases in non TMI costs and,
the issue of JCP&L's fault. On February 27, in ICP&L's case, recognition of the capital costs
1984 ICP&L fded a bnef in response to the associated with TMI-2.
Advocate's motion. In a separate action, the Pennsylvania compa.

Also to be resolved in New Jersey are the nies also ided for a reallocation of existing reve-
*,

BPU's final conclusion and recommendations on nues in order to increase customer contnbutions
options it has studied since 1980 on the abihty of to the full level identified in Governor
ICP&L to provide contmued reliable service to Thornburgh's cost-shannq plan for TMI 2
custamen in the aftermath of the TMI 2 acci- cleanup, independent of TMI l restart status.

.

dent. The Company maintains that JCP&L's con- For detads on the major ratemaking actions in _

tinued viabihty and the significant progress 1983 and 1984 see the Chronology that follows.

- ,, . . -m % %

,

| Chronology of Major Rate Regulatory Actions in 1983 and 1984 j -

_

1983 Pennsylvania Rate Actiors December 17. . .
Met.Ed and Penelec ided with the Pennsylvania Supreme Court auary 21. . .
Petition for Allowance of Appeal from the Commonwealth Court's

Pennsylvania Electric Company (Penelec) Ided with the
decision upholdmq the PUC's denial of rate rehef. The basis of the

Pennsylvania Pubhc Utihty Commission (PUC) for a $75 million Companies' petition is that they beheve the PUC ignored properretad base rate increase and requested a $ 10.2 mdhon increas'
ratemaking principles in it's 1981 orders.upon TMI 1 s return to service.

Metropohtan Ed2non Company (Met Ed) fded for a $60 million retad 1984 Pennsylvania Rate Actions
base rate increase and requested a $22.7 milhon increase upon

Ig" p,nelec ided a petition with the PUC for an accounting
TMI l's return to service. * *

April 15 . . . change that would allow $8.3 mdhon from Met Ed and $7.5 milhon
Met-Ed and Penelee hled fmal data with the PUC for changes in from Penelee current revenues to be daected to the cleanup at _-
their Energy Cost Rates (ECR), effective with May sales: Penelec's TMI 2, with no change in customer charges.
proposed ECR would decrease customer charges for energy costs ;

7 4 mil nually; Met Ed 's requested ECR increase was yg gor a $ 19.8 mdhon retail base rate increase for non TMI
*-

,

related costs. - I

'

April 29. . . Penelec requested a $41.7 muhon retail base rate increase for non.
PUC approved Met Ed's and Penelec's ECR fding of April 1S, TMI related costs.
effective with May sales.

Februory 28. . .
October 14. . . Met.Ed ided for a $38.4 milhon ECR increase arvi Penelee ided for 2
The PUC approved a $25.1 mdhon r.on TMI 1 relaH retad base a $37.5 milhon increase in its ECR.
rate increase for Met Ed and a $44.8 milhon r.on TMI l related
retail base rate increase for Penelec, effective October 19,1983. 1983 New Jersey Rate Actions

4

The PUC also updated previously set rate provisions for TMI I upon
tha unit's retum to service by $12.2 mdhon for Met-Ed and $5.4 January 28. . .
mdhon for Penelee. Jersey Central Power & Light Company (JCP&L) filed for a $ 123.4

milhon retail base rate increase and requested a decrease of $102.9 '
Novessber 18. . . milhon in the Company's Levehzed Energy Adjustment Clause
Pennsylvania Commonwealth Court rejected Met-Ed's and (LEAC). The base rate request was subsequently split into two
Penelec's consohdated appeals of the PUC's Orders entered June phases.
8,1981 and July 27,1901 and afftrmed the subject PUC ciders.

- The PUC's June 8.1981 Order demissed Met Ed's and Penelec's February 24. . .
complaints against the temporary rates estabhshed by the PUC The New Jersey Board of Pubho Utthtias (BPU) approved payment of ..
when TMI.1 capital and operating costs were removed from base $25 mdlion in dividends by ICP&L to its parent company, GPU the
rates. The PUC's July 27.1981 Order estabhshed new, higher base payment, the hrst for the utthty since the March 1979 accident at -

= r tes for both companies without,in the companies' view. TMI.2, was used in conjunction with Penelec dividends to GPU to
< addressing the lust and reasonable standartis of those rates, and help repay $31 mahon in short-term bank loans.
. ordered the normahzation of TMI related reserve capacity credits.

--

,

-
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the implementation of a wide range of NRC. 7 2

mandated "lessona learned" modifications -

| Mrations Report resulting from the TMr.2 accident as well as the
repair of the plant's steam generators. Extensive'

-

' - - ~ * ' testing of the generators in 1983 venhed the -i !
integnty cf the repairs. Only a few plant L

TMI.1 Readied for Restart; modifications which can only be venhed during
NRC Decision Remains the start up phase remain to be completed. ]

All major physical steps necessary to return
Three Mile Island Unit 1 (TMI 1) to service were Favorable Supreme Court Decision j
completed dunnq 1983. At year-end the unit. On Apnl 19,1983, the U.S. Supreme Court ;
undamaged in the March 1979 accident at removed a maior obstacle to restart in a decision 5TMI.2, was phycically ready for restart, but that stated the NRC need not consider psycho- -

required authorization from the Nuclear logical stress to the residents of surroundmg ;
Regulatory Commission (NRC). communities as part of its dehberation on restart. g

Preparations for bringing the unit back to q
commercial operation were extensive, includmg m

"|p - . _ ._ - ,_ _ -, , , . ~ - - r - - , -

.a
,

s

! Chronology Continued . . . i
_

-m
_

April 25. . . 1984 New Jersey Rate Actions -)
BPU awarded JCP&L a Phase I retail base rate increase of $54.1

--

railhon and a $ 111.0 million annual LEAC decrease effective I'""*'7II ** =

immediately. This decision represented a settlement for Phase I cf JCP&L hied a request with the BPU for a $92.6 milhon annual a
LEAC increase. ]the base rate case wuh the entire bw. ste case to be reviewed

'during Phaso !! of the proceedtn9 January 27. . .
JCP&L hled for a $59.3 milhon retail base rate incresse. j. y,,, g , , ,

BPU deni-f K.P&L motion for recensideration of the Board's order d

preventing recovery of about $7 milhon in costs associated with the FederalRate Actions: {
cancelled Ontario Hydro project. Final determination of FERC proceedings previously reported in

-

June 15/20. . . the 1982 GPU Annual Report as interim increasse, subject to -

BPU announced commencement of " fault" proceedings and issued po sible refund. 2

19 Order initiating investigation into fault for the TMI.2 accident, March 31,1982. . .
pursuant to legislation signed into law on March 11,1983. ICP&L hied with FERC for a $S.7 milhon wholesale increase. _

iJuly 15. . .
ICP&L petitioned the BPU for a $37.7 milhon annual decmase in its June 10,1982 'b FERC for a $9.3 milhon wholesale increasePenelec bled wi i
LEAC.

''

December 3,1982. . .
-, August 18. . . Met-Ed hled with FERC for a $1.84 milhon wholesale increase. '

ICP&L's Residential Energy Conservation Action Program (RECAP)
''

is approved by the BPU; RECAP is the centerpiece of an aggressive May 17,1983. . .
_

- $70 milhon conservation program being implemented by ICP&L: FERC granted approval of a $6.1 milhon wholesale increase for !
under RECAP, the utthty has a hrst year goal of weatherizing at least Penelec. 5
9.000 electrically heated hmes in its service area. May 31,1983. . .
October 14. . . FERC granted approval of a $4.9 milhon wholesale increase for .

. The BPU granted permission for ICP&L to pay GPU a $3.5 milhon ICP&L. _

s dividend. June 20,1983. . . J
Novosaber 15. . . FERC granted approval of a $1.4 milhon wholesale increase for
Concluding Phase !! of the ] snuary base rate request. the BPU Met Ed. =,

lasumi an order conbrming 'he $S4. I milhon Phase ! increase in w
tctail base rates that becas elfoctive in April and granted an
additional $30 imilion increase in retail base rates; updated the
TMI-l costs, to become effective with TMI.I's return to service and .:
approved a $37.7 milhon LEAC decrease, offective November 16,>

1983. In addition, the provision for ICP&L's share of TMI l's costs
when it returns to service. first included in the BPU's July 1982 -

orderi, was increas=1 to $ 44.S milhon.
-

' -

.
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NRC Deliberations Continue president, was elected president, and Mr. Edwin -

8
In 1981 and 1982 an Atomic Safety and E. Kintner, vice president of administration, was

Licensing Board (ASLB) of the NRC issued par. elected executive vice president of GPU 1 > ..

tial initial decisions statmg that TMI l can be Nuclear Co poration. Both Mr. Clark and Mr.

operated safely by GPU Nuclear Corporation. Kintner joined the GPU System subsequent to

Appeals were taken frcm those rulings. both to the TMI-2 accident.
I

the NRC and to an NRC Atomic Safety and The Company announced these additional

Licensing Appeal Board (ASLAB). In May 1983, management changes on November 28 to ena-
the ASLAB reafhrmed the technical findings of ble the NRC to proceed with its TMI l restart
the ASLB but left open the appeal on manage. decision while the remainint "open issues" are
ment issues. Motions are pending before the investigated and resolved.
ASLAB to reopen the record and to hold addi-

GPU Nuclear Outside Directors Namedtional heanngs on these issues. Also in May
1983, the NRC stalf said it could not reach a On January 26,1984 the first of the three
conclusion on the management issues that GPU Nuclear outside directors Mr. Robert V.
remain open until it had completed additional Laney, was elected to the GPU Nuclear board. ,9
investigations. The open issues were referred to Mr. Laney, a consultant in nuclear and energy
the NRC Ofhce of Investigations (01). These project management, was deputy director of the . . ~

include a number of items going back to plant Argonne National Laboratory from 1972 to ?
operations prior to the TMI.2 accident, safety 1979 and was involved in the Naval Nuclear -

$

allegations relative to TMI 2 cleanup procedures Program from 1948 to 1950.
and the Company's handling of consultant On February 6,1984, GPU announced
reports as well as its own internal investigation further changes in the board and management
into the Company's handhng of the TMI 2 of GPU Nuclear. As a result, Mr. Clark was
accident. named chief executive officer and Mr. John F. '

3
On October 7,1983 the NRC issued a Notice O' Leary, former Deputy Secretary of the U.S. .

to which was attached a schedule settmg forth Department of Energy and a member of the - :

the Commission's estimate of the time which GPU Board of Directcrs since October 1979,

would be required for the completion of the was named chairman of GPU Nuclear Corpora-

investigations by the NRC's Office of Investiga- tion. Mr. Herman Dieckamp, former chairman
,

tions (01), and possibly for further hearings, and chief executive officer of GPU Nuclear
depending upon the results of the OI investiga- since its inception, remains a director of the =

tions. On that approach, the Notice stated that, nuclear subsidiary and continues to hold the
even assuming those investigations are com- positions of presidenl, chief operating officer -

pleted at the earliest practicable date and result and a director of GPU. - -t

in hndings most favorable to the Company, an Two additional GPUNC board members who -

NRC decision on restart would not occur prior to hold positions within GPU Service Corporation, - - ~

mid.1984. It also stated that, if the O! investiga. Dr. Shepard Bartnoff and Mr. Bernard H. -

tions demonstrated the need for further hear. Cherry, resigned from the GPU Nuclear board.
ings, an NRC decision on restart might r.ot be Their resignations completed a shift in emphasis

made until mid 198S or later. The Notice also from a board onginally comprised entirely of

stated that given those time estimates, the NRC inside members to a planned composition of

was prepared to consider alternate apr> roaches. sevan inside members and four outside mem-
In response, at a public meeting on November bers, including the chairman. 2

28,1983 GPU presented to the NRC plans to These moves, along with other changes, com- j

add three outside directors to the board of GPU pleted the appropriate separation of the man.

Nuclear Corporation who would form an f nde. agement of the nuclear organization frem other 4
pendent Nuclear Safety and Compliance GPU System responsibilities. 5
Committee as a further assurance that TMI l On February 23,1984, the two additional out-

side directors were elected to the GPU Nuclearwould be operated safely. At the same time, the board. With their election, Mr. Lawrence L - ,Company announced the resignation of Mr.
Robert C. Arnold as president and a director Humphreys and Dr. Warren F. Witzig loined Mr.

- '

of GPU Nuclear Corporation. Mr. Arnold's res. Laney in comprising the previously mentioned

ignation was offered by him as further evidence Nuclear Safety and Compliance Committee. Mr.

to the NRC and to the public that TMI 1 is now Humphreys has served since 1980 as chief ._

executive officer of UNC Nuclear Industries.being operated by a new organization with
From 1960-68 he worked at research and devel-

_

dilforent management from that which was in E

place at the time of the TMI 2 accident. opment facilities of the federal governmert near ,

Richland, Washington, attaining the position of
Mr. Philip Clark, previously executive vice

-

,. , w _ _ ,._ _ _ _- - _ _ . ,_ _ . - _ _ _ . _ _ , , , _ . _ , _ _ _ , . ,
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nuclear reactor supervisor. From 1968 80, Mr. Rickover Report Underscores TMI-1 Readiness 9
Humphreys worked for electric utihties, attaining In early September 1983 GPU Chairman
the position of executive vice pre:.ident and William G. Kuhns asked Admiral Hyman G.
holding responsibthties in nuclear plant engi- Rickover to make an assessment of GPU Nuclear
neering and construction, safety, regulatory Corporation, includmg the soundness of its
comphance and steam plant operation. Dr. organization and senior management, in antici- !
Witzig is chairman of the Nuclear Engmeenng pation of the operation of TMI-1. '

Department at The Pennsylvania State Univer. On November 22, Admiral Rickover issued a
.

sity, where he has also served as a professor report focusing on TMI-l and Oyster Creek. In
smce 1967. From 1960-67, Dr. Witzig was a his report, Admiral Rickover concluded,

!

senict vice president and director of NUS Cor-
"B88'd "'h'888888"'8' l'h' GPU iporation, a nuclear consulting hrm. He worked

in various nuclear research programs from Nuclear Corporation and its organization and

1942-60 and is now engaged in research in the senior management as reported herein, the

disposal of radioactive waste, the nuclear fuel team concludes that GPU Nuclear Corporation ;
cycle and emergency planning. has the management competence and integrity

to safely operate the TMI-1 plant."

TMI l Steam Generator Repairs The report and its recommendations were
reviewed by GPU senior management and pro-

Operation of the repaired TMI 1 steam gener- vided to the NRC and the parties in the TMI l
ators requires approval by the NRC of an restart proceeding as further evidence that the<

amendment to the TMI l operating license. plant can be operated safely.
Such amendment requires a public hearing. In a December 1983 letter to a number of key
However, if the NRC determines that such U.S. congressional representatives, Admiral
amendment involves no signihcant hazard Rickover outlined the depth of his study and reit-

~consideration," the license amendment can be erated his earlier favorable assessment, conclud-
approved by the NRC pnor to the completion of ing that'
the heannq. The NRC staff has recommended
that the NRC Commissioners determine that the oIlis mY opinion that the plant should be

amendment involves no significant hazards con. permitted to start operation now. This is the

sideration. On January 10,1984 two NRC Com- acti n I w uld take if ft were a navalplant for

missioners voted to approve such amendment whose operauon I was responsible.

and two voted against such approval. The hfth (The Preface, Summary & Conclusions from
Commissioner stated that he was not yet ready to Admiral Rickover's report are reprinted on
vote on the matter. In the intenm, an Atomic pages 10 and 11).
Safety and Licensing Board, established by the
NRC in August 1983, has bean proceeding TMI-2 Cleanup Continues
along a normal path toward a hearing later this At the damaged Three Mile Island Unit 2,
year.11 completion of tha hearing and appellate extensive cleanup operations continued during #

process is required before issuance of the 1983,includmg stepped up frequency of
license amendment, the operation of TMI-l manned containment buildmg entries, a detailed

, ,

could be delayed. analysis of the damaged nuclear fuel core and
shipment off the island of all of the radioactive -

NRC Staff Outlines Conditions For waste from the accident generated water, s

. Limited Restart With the exception of the damaged Unit 2 fuel
~

At a December S.1983 heanng, the NRC staff core, the August shipment marked the removal
outlined certain conditions,includmg power hm. of about 95 percent of the radioactivity released -

itations, under which restart of TMI.1 could pro. into the ccolant water at the time of the TMI 2
ceed, before pendmg investigations are com. accident.
pleted and a final NRC determination can be Detailed analysis of fuel core damage using
made on its continued operation, sophisticated sonar " mapping," coupled with

On January 27,1984 the NRC voted 3 2 to visualinspections through the use of underwater '

separate the remainmq "open issues" on man. television cameras and the hrtt actual samphng
agement from the technical or " hardware" of the core, provided valuable data necessary for
imues aasociated with the TMI I restart decision. the ultimate removal of the fuel, the next major -

This action, accordmg to the Commission chair. step in the cleanup effort. Actual defuehng of
*-

man, provides a reasonable pathway for a hnal the reactor is projected for 1986, subject to
NRC decision on restart by June 1 of this year. cleanup fundmg levels.

Meanwhile, manned entnes inte the Unit 2
containment buildmq increased, with activity

(Continued on page 12)
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An Assessment of The GPU Nuclear Corporation Organization and Senior
" Management and its Competence to Operate TMI-1

by Admiral H. G. Rickover, USN Novemoer 19,1983

Reprinted here are portions of the report submitted by Admiral of tne Nuctear nequ!atory Ccmmission, two by the Instnute et Nuc' car
H. G. Rickover. USN. to GPU ChsIrmin and Chief Executive Officer Po^er Cperat ons, and one by tre Atomic Safety and Lice.ns.ng
Willism G. Kuhns on November 19,1983. Included are the AdmirsI's Board A tnough d.t'erent \n scope, these focused on 8pec fic
"Profoco" and the full text of his " Conclusions and Recommends- orgnzat ona\ features and management pract,ces
Ilons." Copies ofIhe full report are avsl/sble on request. Ani.e not ng that tnese assessroents al reach conclusions wntch

are favorab'e to GPU Nuc' ear, our assessrrent is based on our ]wn
Proface d rect observat ons. However, because these prewous rewews all

By letter of Septemter 2,1983, Mr. WAam G Kuhns Cha rman. focus on trad t.onal management funct.ons, our assessment ts
General Pubhc Utit:es, requested me to assess the GPU Naclear Cor- d.rected much more toward management's fundaTenta! understand-
porat,on, includ.ng the soundness of the organ'zat:on and its sen'or ing and practre of under@ng pnncip'es of operat<on
management, in ant:cipat:On of the operat on of tre undamaged I have ment;oned the pnnciples of operat on which I used in buid-
nuc! ear ptant at Three Mie Island (TMhl) He assured me of comp;ete ng the Nhal Peactor Program. I errphastle that these are pnnciples,
and open access to au GPU personnel, facit-es, and informat on, cs not procedures cr pract ces Procedures or pract,ces must be
well as freedom to use whatever other resources, personne!. or cranged as c:rcumstances change. Pnnc p!es are constant and can
sources of information I might w:sh be applied now and :n the future If a rranagement is imbued w th

I am often ask ed how I ran the Naval Peactors Program, some- these pnncip;es and accustomed to using them,it MI adapt to
t,rnes by peop|e hoping to find methods for use in the;r own work- change The pnncip!es are defined in the body of the assessrrent
frequent |y there seems to be an expectahon that I Cou|d tell them report, Sect on II E, they are stated rete in tre form of management
about some s.rnple, easy procedure which made the Nasa! program object,ves
funct on Unfortunately there is none Any successful program func-
t,ons as an integrated whole of many factors. Trying to se!ect one as 1. Require rising standards of adequacy.

the k ey wa not work Each etement depends on all tne other 2. Be techn.caly se.f suff,cient.

e:ements 3. Face facts
This is something that can be learned only through personally 4 Respect even smal amounts of radiat 00.

espenencing operat.ng responsibaty and mahng hard decis;ons A 5. Pequ.re retent!ess tra n.nq

lack of operat ng expenence in peop!e respons1nie to evaluate tne e sequ1re adnerence to ine concer of tetai responsibats
competence of organrzations leads too often to focusing on tnvial 7. Develop the capac;ty to learn from expenence.

detals or on vague generahzat,ons. Atta n:ng corrpetence and reha. These pnnciples express att.tudes and behefs. They acknow' edge
bity in a nuclear operation is diff. cutt, but recogniz,ng them is not. In the corrplex technology. They recogn'ze that safe nuclear geraton
f act, with exper:ence in operation, it is poss ble to lay down certa,n requires painstahng care. They dec!are that a nuc! ear managen ent
pnncrples which are essent al to safety, and are observable and must be respons ble-a1 the time. Ethough easdy stated and readdy
venfiable defined, these pnnc:ples are exued:rgy demanding of a tranage-

Mr Kuhns' request offered rre the opportun.ty to apply the ment which chooses to adoot and foBow them. If management has
successful pnnciples on which the Naval prog am was based to an chosen such a course, it w.illead to a competent and dgendable
evatuatton of GPU Nuclear's competence to operate TMI-1. A:though operat on.
commercial nuclear plants and Naval nuclear plants d;ffer in many It is extremely important that senior nianagement becc.ne lechnic-
ways, they do not d.ffer in the underlying pnnciples which make for aHy informed and be personally famMar w>th cold;t,tns at tne
safe operation. These apply equaly to both. It is my hope that, b/ operat;ng plant. They should vrstt the pLnts Pequer.tly, at irregu'ai
performing this assessment, those pnnCiples will become more hours, inspect selected portions, and leave c wntSn raord of what
widely understood and practiced Since nuclear power is clearly here they observed and how long they remained These would be sur-
to stay, such att.tudes and principles must, in my opinion, become pnse inspections for which peopie could not prepare 6 head ut Ime.
industry's standard. I therefore accepted Mr. Kuhns' inv. tat:on. In this way, the presst're wdl be to ma:nta n the plant 'r, medent

fortunately, I was able to enkst the support of three of my eart/ cond t on at al t.mes
associates from the Navy program: James M, Dunford, Jack C- I beheve that our cntena. and the pnr:' pies on which they are
Gngg and Robert V. Lancy. These people spent roany years based, measure more than the structural or techntcai adequacy of an
assist.ng me in develor.ng. budding. and operal;ng nuclear power for organtzat:on. If used k nowledgeably, aney can expose a manage-
the Navy They are well-versed in the pnnctples which gu!ded that ment's motivation to act r?scons;bly, which we callirtegnty. A lack
work and are practiced in discerning where these pnnciples are of integnty would be incompat ble with conformance to inese cnter a.
being trsed or gnored They assisted me throughout this assessment. Based on the assessmert of the GPU Nuclear Corporation,

We made two early decisions affect:ng the scope of the includ ng the soundness of a organizahon and serior management
assessment as reported here!n, I cor'clude that the Corporat:on has the manage

First, we would focus on the competence of the present GPU rrent competence and intcgnty to safely operate THb 1.
Nuc! ear organizat:on and the peop'e who are now respons,ble to
manage it, rather than on managers who are now absent.

Second. we wou!d focus on the management of GPU Nuc! ear's
operat onal reactor at Three M!e is!and and. to a lesser extent. Oys-
ter Creek, but exctude the TML2 sa'vage operation al H. G. fbuw

We were a ded in our assessments by several recent eva'uat ons
of GPU Nuclear. These include two detaled assessments by the staff November 13 1983

..
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1. Summary -to aosess each indmduaf s qualifications for the responsibikties

A. Scope hs is an assessment of the GPU Nuclear of his job ?_

Corporation. <nch;d ng the soundness of its organizat on and senior C. Crlieria of Competecce While the physicai aspects of -

management. r anticipation of the cperation of TMI ' Ne focus is commercial nuclear power stations differ substantially from Navy i i
evoressly on the present management and its quahfications to nuclear propulsion plants, the same undedying precepts must govern

"-

ovate nuclear plants The methods and cntena used in the the operation of bCth 11is important that these precepts be CleaQ
evaluation were selected for that purpose understood The Cntena used to assess the compctence of the GPU -

_

i m assessrnent team is aware of a number of questions currently Nuclear Corporation to operate TMI 1 are . -

being recewed by the NRC which in varying degrees are perceived
..

1 Require nsing standards of adequacy
as beanng cq fitness to operate ' These questions relate to events 2 Be technically self sufficient '

; which took fac several years ago or to recent events related to the 3%%
conduct of sa:vage operations at TMI-2 We address neither of 4 Respect even small amounts of radiation jthese The eaoy eWnts are enCluded from the evaluation because

5 Require relentless training
the competen of the present management could not credibly be 16 Require adherence to the concept of total responsibility
measWed by evenN which took place under a previous management

7 e
se thoroughly d#erent The TMl 2 operation is excluded because it -

- is, in a technica! sense. a very different kind of activity than power We bekeve that these cntena are quaktatively different from and in
plant operatiuri some respects supenor to functional cntena customanly used to1

The assessment thus concentrates on the fitness of the present evaluate a management's performance They go beyond questions
manacement of the GPU Nuclear Corporation and tts TMI 1 and of the adequacy of organizational st'ucture and the number and
Oystei Creek Stations The information obtained from these sources quality of staff The cntena descnbed below address management's
is used together with cr.tena descnbed below to assess basic attitudes toward safe operation, explore their underlying .,

management's qualifications to operate TMI-1 motivation, and examine the force of the example given to the rest of ''fi
B. Method The existence of several recent and valuable the organization in addition to testing present fitness to operate,

evaluations by the Nuclear Regulatory Commission. the Institute of these cntena can also tell us something about how a management is

Nuclear Power Operations. and the Atomic Safety and Licensing l*ely to respond to future events

Board, uniformly structured around traditional management functions. D. Conciosien and Recommendations.
argued strongly that this assessment should not follow the same L Conclusions Based on the assessment of the GPU

1pattern We intend to provide a fresh perspective on the meaning of Nuclear Corporation and its organization and senior management
.#h" fitness to operate" and a different approach to measuring it This is as reported herein, the team Concludes that GPU Nuclear"

an appraisal of management's understandir.g and application of Corporation has the management competence and integnty to ' _
tested " principles of operation" which are fundamental to all nuclear safely operate the TMI- 1 plant -

power actmtres These pnnciples and the measurement cntena 2. Recommendations in the course of the investigation.
-

denved from them are descnbed in Section 11 E of this report severalitems were observed which, if adopted, would enhance
The assessment was conducted by reviewing numerous the operation of the TMI-1 plant. While they are not considered 3

- documents describing the management structure and its current necessary pnor to restart, the team recommends they be -

- performance, by inspecting TMI 1 and Oyster Creek Stations and adopted ([related training facilities, by interviewing a representative sample of a GF U Nuclear should devise a plan to upgrade the }managers, and by applying the pnnciples of operation and related operation and support of the TMI 1 and Oyster Creek plants
~cntena to the information thus oblatned to achieve a ranking in the top one-sixth of all comroercial_

The assessment team was given full 3ccess to people, facihties nuclear plants in the Institute of Nuclear Power Operations
-

,

and records of its choice. and its questions were answered promp'tly
(INPO) evaluations Milestone cnould be set in each area and -

and had ly progress measured against these milestones
The docornents reviewed ( Appendix A) were selected to give the

b GPU and GPU Nuclear senior management should
team an understanding of diffenng points of view about management become technicallj informed and personally famihar with a

competence to use previous assessments as a means of directing
conditions at the operating plant. They should visit the plants

our own inquines toward management areas which had previously
frequently, at irregular hours, inspect selected portions, and

-been questioned by others, and to review enough examples of
leave a wntten record of what they observed and how longmanagement s wntten policies and procedures to form a basis for
they remained.

assessing ts operating standards
c. Some personnel ir, the TMI-1 Training DepartmentThe hst of managers interviewet : Appendix B)in this assessment

Jr.cludes most of the senior managers at corporate headquarters and
Senior Reactor Operators We recommend that these <

a representative sample of managers at the TMI-I and Oyster Creek -

Stat:on including the Vice Presidents / Site Managers, and many of -

as possible
_- the.: pnncipal subordinates and support function managers located

d. GPU Nuclear should continue to reduce its dependence
at the Mations We interviewed individuals five levels below the
Corporate President. four levels below the Station Manager, and at on the use of consultants The organization should become

&

vanous levels in between In total,49 managers were interviewed self-sufficient to the point where use of such personnel would*

The assessment team members, all having extensive expenence be necessary only in special circumstances where

in conducting similar interviews, directed their questions toward the development of !n-house capabihty could not be bstified
e The general announcing system for the TMI plantfollowing specific objectives

distracts personnelin the control room The system should be
-to learn, within the range of the respondent's direct observation modfied to significantly reduce these broadcasts to the

-

and field of expertise, the conditions and management attitudes as control room This will prevent distraction of operators from -

_

they were in 1979 their pnmary duties. Also, too many people are ir, the control -_-to learn the respondent's observations as to present conditions room. Only those essential to the operation of the plant should -

g_ and management attitudes, within the range of his personal be there Instructions to this effect should be posted and
T observatton and expertise complied with. . -

-to obtain the respondent's assessment of the dstferences Note: GHIhos accepted the concigstens ont
between 1979 and the present. his explanation of the reasons for recensentations of Ataltsl Richever set is In the process of _-
these differences, and to test his credibility laplenogling then alits agglect operstleRs. ?

.
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|12 fccusing en shielding sources of radioactivity to TMl 2 cleanup. With a corresponding reduction

( reduce workers' exposure and improve produc- in TMI 2 amortization, this change would result
{ tivity. Extensive efforts were also made to in no increase in customer charges. The

refurbish and test the crane inside the contain- Pennsylvania companies again requested the
ment, which will be used to hft the reactor head reallocation of revenues in a petition filed with
so the damaged fuel core can be removed. On the PUC en January 10,1984.
November 18,1933 the NRC staff approved Some additional cleanup funding sources
load testing of the crane to quahfy it for head were secured in 1983. These included approval
removal. On February 29,1984 load testing of by the state of New Jersey of a portion of the
the polar crane was successfully completed. cleanup costs and up to $37 millier. over the

next 10 to 15 years in the form of rebates on
Cleanup Allegations Refuted future purchases of about S2TO milhon in serv-

A seven-month independent investigation ices and equipment resulting from the Com-
ordered by GPU Nuclear Corporation into alle. pany's 1983 settlement of the litigation with the
gations by four employees of safety and manage. Babcock & Wilcox Company (B&W).

ment deficiencies at TMI 2 concluded in An additional source of cleanup funding was
November 1983 that, based en the weight of the identified in December 1983 when the Japanese
evidence, the allegations were largely Federation of Electric Power Companies (FEPC)

unfounded and that the safety of this operation announced its intent to participate in research

had been maintained. and development programs at TMI. The Japa-
A 12,000 page report of the investigation, nese decision to participate, under an agree-

encompassing IS volumes, covered the period ment between the FEPC and the U.S. Depart-
from June 1982 through March 1983, when the ment of Energy, will permit assignment of up to
alleged deficiencies in the cleanup supposedly 22 engineers to the research and development
occurred. The investigation was conducted by effort, with a participation fee under the five-
Edwin H. Stier, the former director of the New year pact of $18 million to be paid by the Japa-
Jersey Division of Criminal Justice. Mr. Stier and nese utilities. The Company continues to press
a staff of lawyers and engineers were commis. for increased pardcipation of this type frem other
sioned by GPU Nuclear Corporation to perform foreign utihties and from the domestic utility
an unlimited investigation of the allegations. industry.

In addition to concluding that the bulk of the In late December 1983 the Internal Revenue
allegations were unfounded, Mr. Stier also found Service (IRS) ruled that contributions to the
that, TMI-2 cleanup from non-affihated utihties could

be deducted as " ordinary and necessary busi-"Those allegations which have basis in fact
do not support the sweeping criticisms of man- ness expenses." GPU viewen the IRS ruhng as a

fav rable development in th / it could encour-agement and safety at TMI-2. Anylegitimate
issue raised relating to the sah operations of age additional utilities to par icipate in the volun-

the plant was being addressed by TMI-2 man- tary program for cleanup cos'-sharing, as
endorsed by the electric utihty trade association,agement prior to the accusations."
the Edison Electric Institute (EEI).

Findings of the Stier investigation were Under the EEI-endorsed plan, non-affihated
submitted to the NRC and to the parties in the utilities would contribute en aggregate ci $150
TMI-l restart proceedmg. million toward the cleanup, with the industry

program effective wher, a threshhold of $100
TMI-2 Cleanup Funding million was pledged. At this writing, a total of 38

The future pace of the TMI-2 cleanup effort utilities have pledged some $78.1 million toward

will be determined by the availability of funds. the $ 100 million " trigger" for industry sharing

Efforts to secure all the components of an equita- in the cleanup effort. Industry support for the

ble cost-sharing plan for the total cleanup con. plan was reaffirmed at a January 1984 meeting
of the EEI Board of Directors.tmued in 1983 with some progress. Until

funding is further assured, program levels for the
cleanup in 1984 will be kept at about the same Oyster Creek Upgraded

levels as in 1983. In February 1983, the Oyster Creek Nuclear
In 1983, the PUC denied a request by the Generating Station was taken out of service for

Pennsylvania companies for a reallocation of refueling and for the most extensive program of
revenues, to keep in step with the "Thornburgh modifications and upgrading in the plant's
Plan " that would have provided $15.8 million 14-year history. An increased work scope, the
of additional annual customer funding for the limited availability of some plant parts and high

summer temperatures inside the plant extended
i
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the original outage schedule by about four provide significant savings to customere.
months, to June 1984. The work program at improvements have been made to the
Oyster Creek represents one of the most com- regional transmission network to further assure
prehensive refurbishments ever undertaken in the Company's ability to import the power and
th a nuclear industry. Following an expected 17 move it across the GPU System to where cus-

, months of operation after the return to service, tomer needs are greatest, thereby improving
i another extended outage will help assure plant System relie$hty and economy. These ac+ ions

reliabihty for its full expected lifetime to the end are in accordance with the Company's plan to
of this century, defer new generation construction.

Coal Pl:nt Performanco Conservation, Energy Managernent,
Cogeneration Eiforts Expanded

The wisdom of the decision to undertake
upgrading and equipment modifications at The year 1983 saw continued expansion of
major coal plants across the GPU System to GPU's extensive efforts in the areas of conserva-
improve efficiency and reliabihty was clearly tion, energy management and cogeneration.
demonstrated in 1983. The GPU System companies announced plans

Coal-fired generating stations owned and and received regulatory approval for Residential
operated by Penelec and Met Ed boasted Energy Conservation Action Programs aimed at
impressive operating records in 1983, both in improving the energy efficiency of some 15,000
t:rms of their availability and in generation of all electric homes across the GPU System.
clectricity. Additionally, efforts to expand the number of

residential customers on Time-of-Day (TOD)
Power Purchases Continue rates continued. With more than 31,000 TOD

In early July 1983, GPU announced the residential customers on line, GPU has the

signing of another long-term power purchase largest number of TOD customers in the coun-

agreem:nt with Pennsylvania Power Company, try. By encouraging custcmers to shift heavier

c sub:idiary of the Ohio Edison Company. This uses of electricity to ofI-peak hours, the TOD

agreem:nt and other long term contract power rates allow the Company to get more use from its

purchases provide significant energy cost say. bigger, more efficient generating stations. This

ings to customers over what the same amount of enables the Company to provide customers with

power would cost if purchased as interchange lower cost energy.

from tha other members of the Pennsylvania. Also in 1983, the GPU companies were able

N .w I:rsey Maryland (PJM) Interconnection, to sign contracts for several innovative

th3 regional power pool, cogeneration and small power production con-

01. February 8,1984 GPU announced that tracts with commercial and industrial customers.
an agreement in principle had been reached In cogeneration, heat or steam from an indus-

with Pennsylvania Power & Light Company trial process that might otherwise be wasted is

(PP&L) to purchase from PP&L,945 megawatts used for a second purpose-to generate elec-

of power through 1995, with the amount then tricity. In small power production, a private
declining uniformly each year through 1999. developer finances and constructs a facility with

Thilong-term contract purchases are part of the purpose of selling power to a utility. Both

the Company's continuing and aggressive types of projects, coupled with GPU's conserva-

cfforts to provide for the future energy needs of tion and energy management programs, aug-
customers through economical agreements with ment the System's ability to meet customer

oth:r utihties and reinforces the ability of GPU to needs and, at the same time, defer construction
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14 of new generating facilities and the capital costs Under terms of the settlement, approved by
associated with them. the Court on September 1 S,1983, GPU has

The new projects, expected to be placed in deposited $6 million in escrow for the plaintiff
service before 1985, will supply about 27 class. The individual defendants, through their
megawatts of power to the GPU System through, insurance carrier, have contributed an addi-
among other methods, the recovery of methane tional $4 million to an escrow fund for the class.
from landfills, reclamation of anthracite coal Interest earned on all cash funds, pending
waste (culm), small hydroelectric plants and administration of the scttlement, will be added to
through the purchase of excess power produced the settlement proceeds.
in industrial processes. In addition, GPU will issue 1.6 million shares

GPU already has 21 cogeneration facihties in of its common stock to the plaintiff class, and has
operation, having a total capacity of about 21S established a fund of $750,000 to be used to
megawatts. The goal is to double that amount pay disbursements and expenses in connection
over the next ten years. with the htigation and administration of the set-

tlement. The cutoff date for filing claims was
August 12,1983.

The amounts contributed will be distributed to
T 77~"" ; - - a class members on the basis of their established

ja
_Lega1 Re.

' . m , m proof ofloss.Nodistributionof thesettlement
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y port ! . j proceeas wili be made to class members untii aii
,

- aa : claims have been reviewed, a process which will
am. m .,- m._wmu_.""

take some time to complete. (See Shareholder
Notes,Inside Back Cover).

Since the March 28,1979 accident at TMI-2, GPU believes the settlement serves as further
the GPU companies have been involved in con- assurance to the financial community of the
siderable litigation. Significant progress was Company's dedication to resolving the
made in 1983 in resolving some of it. uncertainties that remain as a result of the TMI-2

accident and helps underscore the Company's
B&W Litigation Settled continued viabihty by minimizing its cash expo-

In January 1983, GPU and the Babcock & sure. (For additional information see Note 3 to
Wilcox Company (B&W) jointly announced set. the Financial Statements, page 32).
tlement of the suit brought by GPU against B&W
stemming from the TMI-2 accident. Partial Settlement Reached

Under terms of the agreement, B&W will pro- in Fuel Storage Litigation
vide rebates of up to $37 million on services and Litigation that began in 1982 concerning the
equipment purchases of some $270 million over storage and removal of some 224 spent fuel
the next 10 or 15 years. The proceeds from such assemblies from Oyster Creek Nuclear
rebates are being applied to the TMI-2 cleanup. Generating Station that are currently stored at a

Proceedings in a similar suit initiated by GPU now-defunct fuel reprocessing facility at West
against the NRC for recovery of the same Valley, New York has been partially resolved
accident related damages remain halted by the between the GPU System and New York State
court, pending completion of an appellate Energy Research and Development Authority
review. (NYSERDA). Two other utihties are similarly

(For further details see Note 1 to Financial involved in removing fuel from this facihty.
Statements, page 29). Under terms of the settlement, assuming there

are no intervening obstacles, the spent fuel will
Shareholder Litigation Settled be returned to the Oyster Creek site for storage

In early April 1983, the Company announced by May 31,1985, under an agreed-upon sched-
a settlement had been reached in class action lit- ule. In return, NYSERDA will, if the schedule is
igation pending since 1979 against GPU and met, agree to drop any trespass claims agamst
certain of its directors. The plantiffs' primary the GPU companies. Still to be resolved are
contentions were that GPU failed to disclose in claims by NYSERDA and Nuclear Fuel Services
its prospectuses and reports, issued prior to the against ICP&L for cedain storage fees.
March 28,1979 accident at TMI-2, that it might (For a further discussion on nuclear fuel litiga-
suffer severe financial consequences in the tion, see Note 1 to the Financial Statements,
event of an accident at one of its nuclear plants, page 30).
and that its property damage and decon-
tamination insurance would not cover the costs
and losses that GPU might experience from
such an accident.
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Settlement Reached On Met-Ed Indictment dent, nor did the Company's pleas constitute an

admission of such a nexus. The U.S. AttorneyOn November 7,1983 the U.S. Attorncia
als stated that no evidence was found ofoffice in Harrisburg, Pennsylvania announced impr per behavior in any other surveillance

that a federal grand jury had handed down an testing at TMI-2. The government's statement of
l 1-count indictment against Met Ed as the oper- facts also maae it clear that there was no involve-ator of TMI-2, related to the alleged falsification ment of any kind by the officers and directam of

f of leak rate test data at TMI-2 prior to the March U kh a b adm d WW&an1979 accident at the facility.'

Edison Compw.
| The matters in the indictment had been the Nevertheless, the Company noted that the

subject of grand jury investigations since 1980. behavior identified by the U.S. Attorney relating
Jury selection in the subsequent trial was to to the water inventory tests was totally

| begin in January but was subsequently unacceptable and that such conduct would not
postponed. be tolerated. The new operator of TMI, GPU|

On February 29,1984 Met Ed and the U.S. Nuclear Corporation, has been structured, and
Attorney for the Middle District of Pennsylvania strict procedures have been established, to

!

received court approval of a settlement of the asse regulatory compliance and the health and
I regulatory violations by Met Ed that were safety of the public. Internal controls and
, charged in the November indictment. safeguards are in place to ensure that the types
| Under terms of the settlement Met Ed f behavior that resulted in the indictment can-

pleaded guilty to one count, charging that over' "d "C"
| a six month period it operated TMI-2 with an E r additional discussion of legal matters, see

inaccurate and unreliable water inventory Note 1 to the Financial Statements,
testag procedure. Met-Ed also pleaded no con- page 29).test to six other counts. The remaining four
counts, including the charge that Met Ed know-
ingly and willfully concealed from the NRC the

|

inadequacies of the water inventory testing, m - m -m,- m .-, w - - -'

were dismisred on the recommendation of the b-
~

s,2_ . ,

U.S. Attorney. ! Adxninistration 1
As a result of the settlement, Met Ed will pay -

A
fines totalling $45,000 and provide $1 million to L ._ l _ u .2 m m i , di

| establish a fund for emergency planning to
directly beneht the area around TMI. The Com- Change in GPU Board of Directors
pany will not claim the sum for either tax or rate- Dr. Patricia K. Woolf, visiting research sociolo-
making purposes and has charged such amounts gist and co-director of the Ethics and Science
against other income and deductions on its 1983 Project at Princeton Univenity, was elected toI

I income statement. the GPU Board of Directors on August 4,1983.
GPU believes the settlement brings to a con- Dr. Woolf, who holds a Masters Degree from

clusion a major uncertainty that has existed for the University of Washington in Chemistry and a
over four years that potentially stood in the way Ph.D. from Johns Hopkins University in Scientificof TMI-I restart and 1Mi-2 cleanup. The settle- Communication,is a member of the National
ment was made because it would not serve the News Council and serves n the board of the
purpose of either the Company or the govern- Cordis Corporation of Miami, Florida.
ment to go through the costly and lengthy pro-
cess of a trial and possible appeals in light of the Other Management Changes
evidence presented.

At the time of the settlement, the Company Recognizing some 35 years of service with

announced that the public interest is better GPU and its affiliated companies, the Corpora-

served by the earliest resolution of this and other tion on March 31,1983 accepted the retirement

open issues. Toward that end, the Company's of Mr. Robert H. Sims as vice president-power
counsel renewed a request to the court that it supply at GPU Service Corporation. Mr.
make public the grand jury records and evi. Richard O. Bright, manager of power supply
dence. This would enable the Company to con- since 1977. was named to hll the vacancy cre-

clude its own examination of the events and the ated by Mr. Sims' retirement.

I NRC to conclude its regulatory investigation.

i As pari of the settlement, the U.S. Attorney ICP&L Elects New Board Member
1 stated that the indictment did not charge a On July 25,1983 Gelorma "Chemie"
,

" legal nexus " or connection, between the Persson of Middletown Township, NJ was
testing inadequacies and the 1979 TMI-2 acci- elected to the JCP&L board. Mrs. Persson is a
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16 member of the United States Small Business and monitoring the Company's financial
Administration and is currently president of the reporting and accounting practices. The Audit
New Jersey Small Business Unity Council. She is Committee meets with management and internal
the owner of a family business in Little Silver, NJ. auditors periodically to review the work of each
Mrs. Persson becomes the third outside director and to monitor the discharge by each of its
of ICP&L, joining Stephen B. Wiley and Stanley responsibilities. The Audit Committee also meets
Van Ness, named to the JCP&L board in Novem- periodically with the independent auditors who
ber 1982 and January 1983, respectively. have free access to the Audit Committee,

without management present, to discuss internal
Changes in Employment Levals accounting control, auditing, and financial

There was an increase of GPU System reporting matters.

employees during 1983 of 299. Coopers & Lybrand, independent public
In the five years since the accident at TMI, the accountants are engaged to examine and

number of GPU System employees has in. express an opinion on the financial statements.
Creased by 1,573. This net increase is due to a Their opinion, which appears on page 20, refers
combination of a reduced work force at the non. to the contingencies and uncertainties resulting
nuclear subsidiary companies of 139 employees from the nuclear accident at Three Mile Island.
and an increase of 1,712 employees associated Reference is made to Notes 1 and 3 to the
with the fonnation of GPU Nuclear Corporation. accompanying financial statements and to

Ongoing attention to the administration of Management's Discussion and Analysis of

Affirmative Action programs continued within Financial Condition and Results of Operations
the GPU System companies during 1983, below for further discussion of the effects and
increasing employment levels of women and impact of the accident.

minorities.
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!- Results of Operations 1
The management of General Public Utilities n-- -~ . . . - - _ .

Corporation is responsible for the information C3,EC.EM1dm ai ~[
and representations contained in the financial
statements and other sections of this annual L quidity and Capital Resources
report. The financial statements have been
prepared in conformity with generally accepted The GPU System cash position has impmved
accounting principles consistently apphed. In dramatically since August 1980 when $326
preparing the financial statements, management million of short. term debt was outstanding under
makes informed judgments and estimates of the a Revolving Credit Agreement (RCA) with a
expected effects of events and transactions that consortium of 45 banks. Ail remaining debt was

'
are currently being reported. paid off early in 1983 and only minor

To fulfillits responsibilities for the reliability of bormwings were required during the rest of the
the financial statements, management has year. At December 31,1983, the GPU System
developed and maintains a system of internal had only $10 million of such debt outstanding
accounting control. This system is intended to under the RCA. Also at December 31,1983, the
provide reasonable assurance that assets are GPU System held temporary cash investments of
safeguarded and transactions are executed in $42 million and held $27 million for redemption
accordance with management's authorization of bonds due within one year and had retired
and recorded properly to permit the preparation 5142 million of first mortgage bonds during
of financial statements in accordance with 1983, including an early redemption by

Penelec of $45 millior.generally accepted accounting principles. c.

The Board of Directors, through its Audit Progress has been made in 1983 in
Committee, consisting solely o' outside directors strengthening the GPU System cash position.
of the Company,is responsible for reviewing The RCA was renegotiated for a period
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extending through March,1985 and resulted in, 17

among other things, a reduction in interest costs Operating Revenue by Component (Millions of Dollars)
and a reduction in the commitment fee. The

'

credit hmit was reduced from $200 million t Energy "

2000
$125 milhon for the GPU System reflectmg a
stabilization in the cash flow situation. We have

'80Ualso secured lines of credit outside the RCA in
_

which the GPU System hmit is $25 million. For 4s.se
additionalinformation see Note S to fmancial 1000

statements.
Borrowings in 1984 and 198S are expected 500

to be modest. JCP&L, however, will require l
significant borrowings in early 1984 and at the

. o' .j
time of its major state tax payments. It is 1979 1980 1981 1982 1983
expected that short. term debt at the end of 1984
will be minimal for all the GPU Companies. subsidiaries had adequate earnings in order to

The GPU System cash position has been meet the coverage test for the issuance of first
further strengthened as a result of receiving mortgage bonds. r
amortization revenues for TMI 2 and Forked In 1982 and 1983, the NJBPU and the
River. In1981, the NJBPU issued an order

PaPUC issued rate orders to GPU's subsidiaries
allowing for recovery through rates of the which included the restoring to rates the capital
abandoned Forked River plant and in 1982, the and operating costs of TMI-l upon the unit's
PaPUC permitted the recovery through rates of return to service and meeting certain cperating Lthe Pennsylvania subsidianes portion of their criteria. See "TMI-l Restart" in Note 1 to E
TMI 2 plant investment. Although such financial statements for additional information on I
amortization revenues improve the GPU the NRC's position regarding restart.
System s cash position, neither the NJBPU nor The cleanup of TMI 2 is expected to be r
the PaPUC permitted a return on the completed in 1988 at a cost of about $1 billion.
unamortized investments and so there is nj This estimate remains subject to major
improvement in net income. For additional uncertainties including the regulatory
information see Notes 2 and 3 to financial environment, the full scope of challenges in

decontaminating the reactor, the impact of
sa ult of the March 1979 TMI-2 accident,

~ government regulations on the issue of waste
_

the GPU System has depended brgely upon the disposal and ue availability of funds. At
RCA and to a minor extent, other outside lines of December 31,1983, the subsidiaries have spent
credit for external sources of funds. The about $409 million for cleanup and have utilized
subsidiaries have not regained access to the $393 million from funding sources. We are
Capital markets because of major uncertainties Continuing to make progress in securing funding
resulting from the TMI-2 accident and, until

sources but all elements of such sources are not
recently, due to lack of adequate interest and yet in place. For additional information see -

preferred stock earnings coverage. As of "TMI-2 Cleanup" in Note 1 to financial
December 31,1983, two of the GPU System,s statements.
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18 Results of Operations resulted primanly from rate increases received -

Net income, before extraordinary items, for by the subsidiaries from the NIBPU and the __

1983 was $66.9 million or $1.09 per share, for PaPUC in 1982 and 1983, a decrease in interest . -

1982 $33.7 million or SS cents per share and expense resulting from the redemption of long-
-

for 1981 $20.5 million or 33 cents per share. term bonds during 1983 and lower levels of -

Although 1983 net income, before short-term debt outstanding at lower interest '1

*

extraordinary items, increased over 1982 and rates and the deferral of maintenance expenses

1982 increased over 1981, earnings levels related to the Oyster Creek outage which results -

continue to be severely impacted by the from a 1983 NJBPU rate order permitting
_

regulatory treatment accorded the investments amortization over S years. Partially offsetting

in TMI.1, TMI-2 and Forked River. At December such increases to income was an increase m -

31,1983. such investments totaled about $ 1.4 operating and maintenance expenses.
-

,

billion (net of amortization)allof which,as _

mentioned above, are not earning a return. I'or 1982 vs 1981 7_
additionalinformation see " Accounting for The increase in 1982 net income, before
Investment in TMI" in Note 1 to financial extraordinary items, of $13.2 million over 1981

,

statements, page 27. resulted primarily from rate increases received -

. __

For a further discussion of events subsequent by the subsidiaries in 1982 and a decrease in
to the TMI accident and for a discussion of :nterest expense resulting from lower levels of --

extraordinary items, see Notes 1 and 3. short-term debt outstanding during 1982.
'

_

respectively, to financial statements. Partially offsetting these increases to income was '-

an increase in operating and maintenance
1983 vs 1982 expenses and a 2.1 % decline in kilowatt-hour %

The increase in net income, before sales. 7__

extraordinary items, of $33.2 million over 1982 .j
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First Quarter Second Quarter Third Quarter Fourth Quarter
'

1983 1982 1983 1982 1983 1982 1983 1982

Operatmg revenues $648 965 5 647,831 5580,279 5 559.325 5645,491 5 599,% 2 5605,569 5598,409
Operatmg income 5 60,999 5 70,215 5 53,802 5 50,180 5 71.833 5 66,679 5 68,438 5 49,447 -

Income Ocss) before
extraoninary ttems 5 11,996 5 18,446 5 7,172 5 (1,246) 5 25.858 5 14,951 5 21,881 5 1.583

Extraordinarv items (Note 3) 5 (14.647) 5 7.636 5 (1,371) 5 (3,863) _

Net income (ass; $ (2,651) 5 18.446 5 7,172 5 6,390 5 25,858 5 14,951 5 20,510 5 (2,280) %

Earninos Oco) per share w
beforo exvaordmary items 5 .20 $ .30 $ .12 5 (.02) 5 .42 5 .24 5 .35 5 .03 'g

Extraordm try items (per share) 5 (.24) $ .12 5 (.02) 5 (.06)
Earnings Oca) per share 5 (.04) 5 .30 $ .12 5 .10 5 .42 5 .24 5 .33 5 (.03) -

_

Average shares 61,264 61,264 61.264 61,264 61,264 61,264 62,313 61,264
__

_

Dunng the Erst and second quarters of 1983, adjustments were made to certain liabihties to more accurately reflect future habihties. As a result of such
-

-

adjustments brst and second quarter income before extraordinary items increased $1.9 milhon and $2.7 million respectively.
Third quarter net income increased 52.1 million as a result of capital stock tax settlements, in which Met-Ed and Penelec reversed prior years' accruals- ,_

Income before extraordinary items for the fourth quarter of 1983 reflects an increase of $10.9 million due to a rate order in November 1983 by the NIBPU . - ~

reversing Oyster Creek O&M expenses recognized in the prior quarters of 1983. Such expenses are outage related and considered in excess of nonnal
Oyster Creek O&M. The NIBPU is pernutting revenues for amortization of such expenses over a five year period.

See Note I which contains mformation with respect to rate orders and their effect on quarterly earnings.
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Report of Auditors,

; SB
I . y hN

To the Board of Directors and Stockholders L5 Y

~ 7{' )
General Public Utihties Corporation

' {N3
Parsippany, New Jersey ;

We have examined the consolidated balance sheets of Consolidated Financial Statements, the Pennsylvania Public >K%
General Public Utihties Corporation and Subsidiary Compa. Utility Commission and the New Jersey Board of Public Utili- CCy

[VPg{
nies as of December 31,1983 and 1982, and the related ties have taken rate actions which have permitted the Corpo-
consolidated statements of income, retained earnings and ration's subsidiaries to remain solvent. These actions include
changes in financial position for each of the three years in the the collection from customers of a portion of the cleanup cost n'

p."?tperiod ended December 31,1983. Our examinations were required for TMI-2, the continued recovery of replacement
made in accordance with generally accepted auditing power costs, and, in the case of the Pennsylvania subsidiar- fCT
standards and, accordingly, included such tests of the les, the recovery of a portion of the investment in TMI-2. In W c. ..
accounting records and such other auditing procedures as addition, the Commonwealth of Pennsylvania and the State g.y
we considered necessary in the circumstances. of New Jersey have approved the funding of certain cleanup pg! '4As more fully discussed in Note 1 to Consolidated Finan- expenditures and 'Ne Federal government is providing some V ..
cial Statements, the Corporation is unable to determine the research and development funds related to TMI-2 cleanup j.i.0s
ultimate consequences of the accident at Unit No. 2 of the activities. Accordingly, the Corporation's cash position, sup- p~%
Three Mile Island Nuclear Generating Station (TMI-2) and of ported by the continuation of the restated revolving credit y. .is
the response of rate-making and other regulatory agencies to agreement (see Note 5 to Consolidated Financial Statements) hh
that accident. Among the contingencies and uncertainties and strengthened by the Corporation's ability to obtain long- h2
which have resulted as a direct or indirect consequence of term purchases of replacement power, has been sufficiently U.j
this accident are questions concerning: improved to reasonably assure the short-term viability of the 7 D.i

a. The recovery of the approximately $610 million Corporation and its subsidiaries even though the Corpora- ;,(|

unamortized investment in TMI-2: tion's subsidiaries have not regained access to the capital
}gg 7b. The recovery of the indeterminable amount of markets. Accordingly, our present opinion on the 1982 and

hrhiuninsured costs yet to be incurred in connection 1981 consolida'.ed financial statements, as presented hereia,

with the anticipted cleanup of TMI-2: is different from that expressed in our previous report in that gf
c. The recovery of the approximately $465 million we no longer express an uncertainty with regard to the Cor- p

g@OQinvestment in the Three Mile Island Unit No. I poration's continuation as a going concern. y
Nuclear Generating Station: In our opinion, subject to the effect, if any, on the consoli- y" Id. The recovery of the excess,if any, of amounts which dated financial sistements of such adjustments as might have

g,'h7might be paid in connection with claims for dam. been required had the outcome of the uncertainties dis- g
ages resulting from the accident over available cussed in the second and third paragraphs been known, the y.
insurance proceeds; and aforementioned statements (pages 21 through 36) present g;319

| e. Any action of rate-making agencies with respect to fairly the consolidated financial position of General Public 43 3
| any portion of the replacement power costs for Utilities Corporation and Subsidiary Companies at December g.h

which recovery is now permitted. 31,1983 and 1982 and the consolidated results of their Ky
operations and the consolidated changes in their financial %>As more fully discussed in Note i to Consolidated Finan-
position for each of the three years in the period ended I..Wcial Statements, the Corporation s New Jersey subsidiary is December 31,1983, in conformity with generally accepted ' Sb *engaged in litigation with a nuclear fuel supplier involving
accounting prin':iples applied on a consistent basis. . h$the pricing of nuclear fuel. At this time, the outcome of the g.0:

litigation and the rate-making treatment of any increased fuel QS.
costs which might result from an adverse legal determination fM
are uncertain. COOPERS & LYBRAND g,y.<.9

In our report dated March 3,1983, our opinion on the yT
1982 and 1981 consolidated financial statements expressed March 1,1984 /~p
an uncertainty as to the ability of the Corporation to continue 1251 Avenueof the Americas - cW
as a going concern. As more fully discussed in Note 1 to New York, New York 10020 *

m
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Consolidated Statements of Income (Note 1)| 2i

General Public Utilities Corporation and Subsidiary Companies
in Thousands

For the Years Ended December 31, 1983 1982 1981

Operating Revenues $2,480,304 $2,405,527 $2,065,487

Operating Expenses:
Fuel 427,747 429,067 437,931

Pcwer purchased and interchanged, net 740,702 591,614 4 %,494

Deferral of energy costs, net (Note 2) (115,800) 106,495 74.157
Other operation and maintenance (Note 13) 600,445 522,539 452,755

Depreciation and amortization (Notes 2 and 3) 219,593 202,725 145,962

Amortization of property losses (Note 16) 27,023 26,547 11,312

Taxes, other than income taxes (Note 13) 221,900 218,507 189,260

Total 2,121,610 2,097,494 1,807,871

Operating income before income taxes 358,694 308,033 257,616

Income taxes (Notes 2 and 11) 103,622 71,511 23,946

Operating Income 255,072 236,S22 233,670

Other Income and Deductions:
Allowance for cther funds used dunng construction (Note 4) 7,979 6,663 7,486

Other income, net 13,509 1S,838 1S,913

Litigation settlement (Note 1) (1,045)
Income taxes on other income, net (Notes 2 and 11) (6,773) (7,726) (6.411)

Total other income and deductions 13,670 14,775 16,988

Income Before Interest Charges and Preferred Dividends 268,742 251,297 250,658

Interest Charges and Preferred Dividends:
Interest on long-term debt 157,058 171,770 178,226

Other interest 8,413 13,594 31.122
Allowance for borrowed funds used during construction-

credit (net of tax)(Note 4) (3,643) (7,960) (15,229)

Income taxes attnbutable to the allowance for borrowed funds
(Notes 4 and 11) (1,046) (1,583) (6,432)

Preferred stock dividends of subsidiaries 41,053 41,742 42,427

Total interest charges and preferred dividends 201,835 217,563 230,114

Income Before Extraordinary items 66,907 33,734 20,544

Extraordmary Items, Net of Taxes (Note 3) (16,018) 3,773 (36,448)

Net Income (Irss) $ 50,889 5 37,507 $ (15,904)

Earnings Per Average Share Before Extraordinary Items $ 1.09 5 .SS $ .33
(.26) .06 (.59)Extraordinary Items Per Share

_

Earnings (Loss) Per Share $ .83 $ .61 5 (.26)
i

Average Common Shares Outstanding 61,526 61,264 61,264

|

|
Consolidated Statements of Retained Earnings (Notei)

General Public Utilities Corporation and Subsidiary Companies
in Thousands

For the Years Ended December 31, 1983 1982 1981

Balance, beginning of year $ 527,765 $ 490,258 $ 506,162

Add, net income (loss)(Note 3) 50,889 37,507 (1S,904)

Balance,end of year (Note 10) $ 578,654 5 S27,765 $ 490,258

i The accompanying notes are an integral part of the consolidated financial statements.

_
__ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ . _
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Consolidated Balance Sheets (Note i)22

General Public Utilities Corporation and Subsidiary Companies

In Thousands

December 31, 1983 1082

Assets

Utility Plant (at original cost):
In service $4,078,403 $3,846,108
Less, occumulated depreciation (Note 2) 1,268,626 1,16S,724

Net 2,809,777 2,680,384

Investment in Three Mile Island:
Unit 1 505,561 490,S60
Unit 2 787,586 783,932
Less, accumulated depreciation and amortization (Notes 2 and 3) 247,974 164,430

Net 1,045,173 1,110,062

Construction work in progress 148,493 153,582
Held for future use 29,462 42,73S
Nuclear fuel, net of amortiza: ion (Note 2) 153,655 172,740

Net utihty plant 4,186,560 4,159,503

Investments:
Other physical property, net 3,598 S,284
Loans to ncn-affiliated mining companies (Note 12) 14,125 15,S75
Other, at cost 763 774

Total 18,486 21,633

Current Assets:
Cash 7,169 S392
Temporary cash investments 42,266 103,047
Funds held by subsidiaries for retirement of bonds due within one year 27,000 79,800
Funds held in special deposits for TMI cleanup 22,300 13,895
Special deposits 17,223 6,8S1
Accounts receivable:

Customers, net (Note 5) 181,212 174,613
Other 16,732 11,629

Inventories, at average cost or less:
Matenals and supphes for construction and operation 85,599 76,971
Fuel 54,910 62,299

Deferred energy costs (Note 2) 71,794 (35,%1)
Deferred income taxes (Notes 2 and 11) 34,228 28,S41
Prepayments 14,375 12,803

Total 574,808 S39,880

Deferred Debits:
Unamortized property losses (Note 16) 327,190 344,808
Deferred costs-nuclear accident, net of recoveries (17,302) (17,702)
Deferred costs-health and safety and restart of TMI-l (Note 3) 9,228 9,059
Deferred income taxes (Notes 2 and 11) 86,541 78,957
Deferred costs-nuclear fuel disposal fee (Note 2) 64,212
Deferred costs--Oyster Creek outage, net 20,112
Other 64,035 60,621

Total 554,016 475,743

Total Assets $5,333,870 $5,196,759

The accompanying notes are an integral part of the consolidated financial statements.

_ _ _ _ _
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23

!

In Thousands

December 31, 1983 1982'

Liabilities and Capital

Long-Term Debt, Capital Stock and Consolidated Surplus:
Long term debt (Notes 5 and 6) $1,894,965 $1,998,700

Cumulative preferred stock-mandatory redemption (Note 7) 69,000 74,350

Less, capital stock expense 1,806 2,076

Total 67,194 72,274

Cumulative preferred stock-no mandatory redemption (Note 8) 423,391 423,391

Premium on cumulative preferred stock 1,348 1,348

Total 424,739 424,739

Common stock and consolidated surplus (Notes S,9 and 10):
Common stock 153,229 153,229

Consobdated capital surplus 774,196 773,946

Less, capital stock expense 18,056 18.056
Consolidated retained earnings 578,654 S27,765

Total 1,488,023 1,436,884

Less, reacquired common stock 70 70

Total 1,487,953 1,436,814

Total 3,874,851 3,932,S27

Cunent Liabilities:

,

Secunties due within one year (Notes S. 6 and 7) 58,440 128,567

Notes payable to banks (Note S) 14,000 19,000'

Accounts payable 234,954 181,651

Customer deposits 10,366 8,507
i

j Taxes accrued (Note 11) 89,627 93,870

j Deferred income taxes-energy (Notes 2 and 11) 32,048 (18,311)

Interest accrued 37,990 43,16S
;

I Other 69,452 68,734
I

l Total 546,877 S25,183

i

f

Deferred Credits and Other Liabilities:
Deferred income taxes (Notes 2 and 11) 579,444 S02.16S

Unamortized investment tax credits (Notes 2 and 11) 116,896 131,073

Deferred credits-nuclear accident:
Insurance funds held by trustee 3,840 2,420

Cleanup revenues held in esemw 20,549 13,678

Nuclear fueldisposalIee 76,060
Reserve capacity (Note 2) 72,302 51,832

Other 43,051 37,881

Total 912,142 739,049

C~xmitments and Contingencies (Note 1)
'

Total Liabilities and Capital $5,333,870 $5,196,759

- _ _ _ _ _ _ _ _ _ - _ - _ __ _ _ _ _ _ _ _ _ - _ _ _ _ _ _ - _____ _ _ _ _ _ _ _ _ ____
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Consolidated Statements of Changes in Financial Position (Note 1)
24

General Public Utilities Corporation and Subsidiary Companies

in Thousands

For the Years Ended December 31, 1983 1982* 1981*

Source of Funds:
Operations:

Income before extraordinary items $ 66,907 $ 33,734 $ 20,544
Pnncipal non-cash charges (credits) to income:

Depreciation and amortization (Notes 2 and 3) 219,593 202.725 145,962
Amortization of nuclear fuel and spent fuel costs

(Note 2) 4,240 10,307 9.908
Amortization of property losses (Note 16) 27,023 26,S47 11,312
Investment tax credits, net (Notes 2 and 11) (15,273) 76,444 (4,104)
Deferred income taxes, net (Notes 2 and 11) 115,244 (32,211) 25,093
Allowance for other funds used during construction

(Note 4) (7,979) (6.663) (7,486)

Total from operations 409,755 310,883 201,229

Extraordinary items, net of taxes (Note 3) (16,018) 3,773 (36,448)
Extraordmary items (non-cash portion) 10,510 (3,773) 36,448
Nuclear fuel disponl fee 76,060
Deferred costs-nuclear f uel disposal fee (Note 2) (76,060)
Long term debt (Note 6) 32,237
Decrease in funds held for retirement of bonds 52,800
Deferred energy costs, net (Note 2) 106,495 74,1S7
Reserve capacity (Note 2) 20,470 28,672 23,160
Sale of nuclear fuel 36,096 34,193 16.SS8
Decrease in other working capital items (a) 72,176 26,581
Other, net 11,028

Totalsourceof funds $596,817 $480,243 $373,922

Application of Funds.
Construction expenditures -Utihty plant $273,784 $241,632 $239,627

-Nuclear fuel 11,604 6,983 24,333
Allowance fcr other funds used during construction (7,979) (6,663) (7,486)

(Note 4)
Decrease in bank borrowings (Note S) 5,000 41.300 95,700
Increase in funds held for retirement of bonds 79,800
Retirement or redemption of long-term debt and preferred stock 178,096 71,828 29,677
Deferred energy costs, net (Note 2) 115,800
Deferred costs-nuclear accident, net 400 18,866 (9,136)
Deferred costs-Oyster Creek outage, net 20,112
Increase in other working capital items (a) 18.494
Other, net 8,003 1,207

Total apphcation of funds $596,817 $480,243 $373,922

(a) Changes in components of other working capital:
Temporary cash investments $ (60,781) $ 60,753 $ (6,006)
Accounts receivable 11,702 30,784 (17,624)
Special deposits 10,372 3,076 (118)
Accounts payable (53,303) (38,231) (2,822)
Other, net 19,834 (37,888) (11)

Total $ (72,176) i 18,494 $ (26,581)
,

* Reclassified to conform to 1983's presentation.

The accompanymg notes are an integral part of the consolidated financial statements.

._
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handed d n on November 7.1983. See " Investigations" on page
28. In Se% ember 1983. followmg an ASLAB review of the ASLB

Notes to Consolidated decision on emergency planning, the NRC determmed that the
25emergency planning for TMI-I was adequate.

Financial Statements On July 22.1983, the NRC staff, with the concurrence of the
ma}cnty of the NRC, proposed that civil penaltes of $40,000 be
imposed for violations of certain voluntary commitments made by
Mei Ed regard ng the conduct and implementation of its training

1. Commitments and Contingencies and teshr.g program for operators. In addition. the NRC staff pro-
posed civd penalties of $ 100.000 be imposed upon Met-Ed for
liegedly makmg matenally false statements to the NRC staff regard-

Three Mile Island Nuclear Accident ing recerthcation of an werator in 1979. The $40,000 civil penalty
On March 28,1979, an accident occurred at Unit No. 2 of the has been paid, but Met-Ed is awaitmg further informahon from the

Three Mde Island nuclear generating station (TMI-2) resulting in NRC pnor to determming whether to contest the proposed
sigmhcant damage to TMI-2, and a release of some radioactivity $ 100.000 civd penalty.
which pubhshad reports of governmental a gencies indicated did In Apnl 1983, the NRC staff cond 2cted a review to reval;date its
not constitute a signtficant pubhc health or echt, hazard. TMI-2 is previous position that the partal inthal decision by the ASLB m the
jointly owned by the Corporahon's subsidiaries as follows: Jersey issue of management integnty and competence provided a basis for
Central Power & Light Company (JCP&L). 25%; Metropohtan the NRC to authonze the unit's restart. The NRC staff report of May
Edison Company (Met-Ed). 50%; and Pennsylvania Electric Com- 17,1983 concluded that management's policies and practices do
pony (Penelec),25E At December 31.1983, the subsidianes' total support the restart of TMI-1. Hewever, by a separate memorandum,
investment in TMI.2. net of $141 mdhon of amortizanon and $37 the NRC staff stated that it could draw no conclusion regardmg
million of depreciahon. was $610 mdlic" management integnty. The memorandum identihed several

Three Mde Island nuclear generatmo =tahon Umt No.1 (TMI 1). unresolved issues includmq quesnons of possible falsification of leak
which odioms TMI-2. was out of serv;ce u a scheduled refuehng rate test data fer TMI-2 pnor to the accident, mformation produced
and was not directly involved m the ac ident. TMI-1 is jointly owned during the course of the Corporation's htigahon agamst The
by the Corporation's subsidianes in the same percentages as TMI 2. Babcock & Wilcox Company (B&W), allegahons of procedural viola-
At December 31.1983. the subsidianes' total investment in TMI-1, tions and unsafe practices in the TMI-2 cleanup and mformation
net of depreciation, was $435 mdhon. The unamorhzed investment contained in and the handhng of two consultant reports.
in TMI-l's nuclear fuel core at December 31,1983 and 1982 of On September 13.1983 OI issued a report concluding that the
$30 muhon and $28 mdhon respectively is reflected on the balance allegations of violations connected with the TMI-2 cleanup were
sheets as nuclear fuel. true. In November 1983, an investigation commissioned by GPU
TMI-I Ilestart: Followmg the accident at TMI.2 by orders dated Nuclear Corporation (GPUNC) concluded that the great majonty of

,

July 2,1979 and August 9.1979, the Nuclear Regulatory Commis- these allegahons was unfounded. The OI report recommends a
sion (NRC) directed that TMI-l remam shut down untd resumpnon detaded review of the cleanup project and the NRC has asked its
of operahon is authonzed by the NRC. Heanngs before the NRC's staff for a plan to assure compliance with required safety rules and
Atomic Safety and Licensmg Board (ASLB) on the restart of TMI l indicated enforcement action may be taken against GPUNC. The|

' commenced on October 15,1980. Dunng 1981, the ASLB issued NRC has also received two requests from members of the public to
two partial initial decisions, in which it found, among other things, suspend the TMI 2 cleanup pending resolution of alleged

| that the licensae "has demonstrated (its) managerial capabihty and deficiencies in the cleanup program.
i technical resources to operate Umt 1. . that plant design and In a memorandum issued September 6.1983. the NRC staff"

emergency planning for the unit were adequate and recommended expressed new concerns regarding the manner $1 whih leak rate
that, subject to various conditions, operation of TMI-l should be testing was conducted at TMI 1. This issue % been referred to OI
permitted. The ASLB later reopened the record in these proceed- for investigation. An intervenor in the restart proceedmg has fded a
ings to consider incidents of cheatmg on, and test administration motion with the ASLAB to reopen the heannq with respect to this
procedures used in connection with, operator training examinations matter.
given to TMI.I control room operators. On July 27,1982, the On October 3,1983, the NRC statf reported that none of the
ASLB. in a third parhal init al decision, stated that the issues in the B&W lawsuit information reviewed would cause the staff to alter its
reopened proceedmgs had been satisfactorily resolved, and previous technical conclusions regarding the TMI 1 restaa. How-
reaffirmed its recommendation to the NRC that TML1 be allowed to ev+ it stated that there were a number of possible management
ret.ime operation. In May 1983, the Atomic Safety and Licensing ist .es growing out of that review requiring further investigation by
Appeal Board (ASLABL which is heanng appeaa from the ASLB'c 0).
parhalinihai decisions, athrmed the portion cf the ASLB'e second By notice dated October 7,1983, the NRC set forth a temporary

cartial initial decision dealing with plant design suraect to the results cchedule for mabng a rested decision asruming the NC were to

of start up teshng and addihonal intenm measures to be taken pend- owait complet:on of review of all outstanumg management compe-

ing the correction of certain spacihe problems. The NRC has tence and integnty issues and invited suggestions for alternate ways

granted a pettion by one of the intervenors to review certain of proceedmg. The Corporation submitted to the NRC on Novem-
aspects of the ASLAB dasign decision. The ASLAB is contmuing to ber 28,1983 a plan to augment the board of directors of GPUNC
*cvsew management issues The ASLAB hus cedered the ASLB to with three outside directors who would also constitute a Nuclear
reopen the record to address allegations that leak rate test data with Safety and Compliance Committee to monitor the operation and
respect to TMI 2 had been falsthed prior to the accident. The NRC maintenance of the System's nuclear facihbes. The Corporation abo
temporenly stayed tnese proceedings before the ASLB and is con- announced other personnel changes.
sidenng a further stay untd the NRC's Office of Inveshgations (OI) In November 1983 retired Admiral Hyman G. Rickover, who
completes a study of these matters. Subsequently, the CI's investiga- was ntained by the Corporahon to evaluate GPUNC, issued a
tion was suspended by the NRC at the requert et the Justice Depart- repod stating that GPUNC " has the management competence
ment pendmg completion of the tnal on the indictment of Met-Ed and inteanty to safely operate TMI l/

__ _
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__

On December S.1983, the NRC staff advised tha Commission The memorandum noted that the NRC's process for making a

that m view of the Corporation's November 28, x 983 submission decision on the management issues will not offect the ASLAB review

* "* * P' "* ' ' "*" * **"*# **i**** # "9 '"9 '9^ * ' * * *
26 ment positions at TMI.1 persons who were involved in the diact It also stated that the NRC still has under consideration the resolu-

overview of TMI.2 at the time of the accident, pending the comple- tion of the hardware issues in the TMI-1 restart proceeding and

tion of the ongoing inquiries by O! in+o unresoived issues of maa. whether or not the bcense amendment for the repaired TMI-l steam

agement competence and Integnty, the staff beheved the NRC generators involes a ' ngnthcant hazards consideration " which

could authonze operation of TMI-1 at 25% of maximum pcw e issues are bemg svarateN addressed.

out posing an undue nsk to the pubhc health and safety. The staff The other :wo NRC Cuamissioners disagreed with the maiort-

recommended, however, th>1t the hPC conditicn any such authon- ty n.ews and plans and, on Janury 27.1994, issued memoranda

zation upon, cmong other thmgs, a sat factory comi e+:on by O! cf settmg torth their views.'

its review of alleged leak rate test ir egulants at IMI l . In late 1981, it was discovered that tubes in the TMI.1 steam
'

On January 24,1934. the NRC made antat4 a memorandum generators had expenenced crackmg. A program to repsir substan- -

setting forth a " List of Intogn'y Iss m i m !K statad that the list tially all the tubes and to test the tubas as so rapairea has bwn m

was ptepared by ten sectans of the - 1. ~rion's staff, in response pktu dy an order dated August S,1983, the NP directed a he .r- p
to a request by one c' ? ' ~omm:s iane. :a e hst of any and all ing on the opphcation for an amendment te the TMI-1 operating =

issues which could le i on tne m' gnty esue. without recaro to license regardmg swh repairs. Based upon the determination of the ,

significance, status or iu,uluW. Ihe n. err.orandum reques%i that NRC stsff. if approved by the NRC, that the rermrs involved "no z--

s nificant har.ards consideration," the Atemic EnergfAct wouldothe parties to the TMI-1 remart cortrant en wl. ether the hst is accu.
rate and complete, whether the hsted .s m e ccmsidered to be penmt issuance of the required technicebpacihcat>on change prior ,

resolved or unresolved. and which unreceiv ed :.uues m their opin to completion of the steam generatcr hearing process. The NRC rtaff
has asked the Commission itself to review their detenninvion I. the __

ion must be resch ed before a restart decwor.. Ine memcrandum _

also stated that, after a complete set of nsues is dentihed, the NRC NRC rejects the staff determmation of "ncwonihcant hmd cen- %
siderction" or finds that notwithstandmg such a Jetennnaten pnor

can proceed to determine the signihcance of those issues, if any. to a
heanngs are "in the public interest," it could st bstantially delay therestart decision, and that, after the sigmhcance of those issues is
Md d M L h suWe bw cuW b w d b M1determined, they will be reflected m a pre, posed plan of action on
steam generator repairs, totals g approximately $41 million, to

TMI.I restart. The .nemorandum stated that it did not melude issues
referred to the OI which have not been made public. The hst ma ntenance apense.

On fanuary 20,1984, an mtv venor in the :estart proceedingconsists of 63 items, and the memonndum noted that sorte of the
f led a peuticin with the NRC reques .ng contmuation of the suspen-

issues Ested have been addresed in vanous forums. sm of the IMI t operating licerte because of alleged deficiencies
On January 27,1984, threa of the hve NRC Commissioners

I'.the plant s emergency feed water system. rhe petition has beanissued a memorandum settmg forth their current views on certain Merred to the NRC staff which nas requested comments from
management integnty issues and piens for reaching a fmal TMI-1 " ""' *
restart decision. They emphasad that the memorandum was pro- a mu p m n+n w it n by the NRC.vided only to keep the part:es informed, that it was not a TMI.! At this dce, h s orporat r = unacte to predict the impact of
restari decision and does not authonze restart, and that their current .

*" "P" #"
views and plans are subject to posable change.

Subject to those quahhcations, the memorandum stated that the TMI-2 Cleanug Carrent p.miocti ma provide for the cleanup of

three Commissioners had tentatively concluded that, in pnnciple, TMI-2 to be ccmpleted in 1988, at a cost cf approximately $1 billion
Mcbhg post 1983 escalation). The cleanup estimate is subject totemporary separation from nuclear operation of some emp! opes of

u ncertainties, including (a) regulatory requirements, (b) themathe Corporation and ether actions, including those proposed by tha
U m of the challengas in decontaminating the reactor (c)the

Corporation, can serve as an intenm solution to the un eaoNed 1.ian.
de i government regulations on the issue of waste di posal and

agement integnty :ssues, pendmg resolution of nch icsues. It also
W 5e availability of funds.

stated that they preser tly beheve that the only engomq investigation
As of December 31,1983, the subsidiaries had spent $409 mil-

may require further resolu' ion before a dec:sion on the man- hcn on costs associated with the cleanup of TMI.2. Of such costs,w

agement issues is the TMI I leak rate investiga+ ion, and that they 'i39 milhon has been charged to capital additions to the plant, $46
<

intended to obtain additionalinformation regmiing that matter milhon has been charged to maintenance expense and the balance
before making a restart decision. cf $324 milhon has been deferred pending recovery of such costs.

The memorandum also st2ted that the three Commissioners hold As of December 31,1983, the subsidiaries have credited against
the view, Lased on the curremly available mformation, that neithe. such deferrals $287 million of insurance proceeds (including inter-
the Corporation s chairman nor i's president will have to be est of $5 milhon), $5 million of contributions from the Common-
temporarily or permanently separated from nuclear operations pner wealth of Pennsylvania, $28 million of cleanup revenues from cus-
to restart. It said that the NRC may, however, require restrictior.s tomers, $ 19 :nillion of U.S. Department of Energy (DOE) funding of
beyond those prucosed by the Corporaton, which could include ertain tasks and $2 million from other sources. Current recoveries
requiring additional mdividuals be separated from nuclear opera- m acess f urrent c sts will be applied to future cleanup
tions pend ng completion of the ongoing NRC mvestigations of expenditures.
integnty issues or of the Met-Ed indictment discused below. The subsidiaries, first mortgage bond indentures provide for

The plan for a TMI 1 restart decision set forth m the memorandum insuran e pr ceeds to be held by their respective trustees for reim-
.

is that after reviewing further information concerning the TMI-1 bursement to the company for either expenditures on repair of dam-
leak rate matter and the parties' comments on vanous matters, the aged pr perty(in luding de ntammati n) r e nstruction of other
NPC wili issue a tentative dra't decision on the management issues bondable proper'y. insurance proceeds of $4 million remamed on
for comment by the parties. After reviewing such comments. the deposit with the subsidianes trustees and cleanup revenues from
memorandum states the NRC would then reach a fmal decision on customers of $18 million were in escrow accounts at December 31,
management issues, whwh it hopes would be issued by June 1984.

1983. Such amounts are recorded on the balance sheet as funds

__._ -__-____ _-_ .__ _____ _
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j held in special deposits for TMI-2 cleanup. The New Jersey Board of Consistent with the Govemor's plan, the Commonweahh of
Pubhc Utihties (NIBPU) has riot yet approved a trust agreement Pennsylvania has enacted legislation which provides $5 milhon perI

under which revenuas which have been collected from New Jersey year for certain cleanup expenditures in 1983 and 1984, and it is
27

I customers are to be held and disbursed for cleanup purposes anticipated that simdar legislation wdl be enacted in subsequent
The subsidiaries are seeking hnancial assistance from the Fed. years. The State of New Jersey has also approved funding of TMI 2

eral govemment, the utthty industry and others for the TMI-2 cleanup expenditures in the amount of $1.8 milhon for fiscal 1984.
,

cleanup. Management beheves that any loss suffered by the subsidi. On January 24,1983, the subsidianes entered into a settlement

ones for which they do not receive fmancial assistance, or retm. agreement with B&W, the suppher of the TMI-2 nuclear steam sup-

bursement from supphers or others, should be recoverable through ply system. Under the agreement, B&W is to pay the subsidianes

the ratemaking process, but recogmzes this is nct assured. It is man- rebates of up to $37 million on anticipated future purchases of up to

agement'S intent to seek to recover such costs in rate and/or judicial $270 milhon of services and equipm, at to be ica ' rom B&W over

proceedmgs. Under these circumstances, the amount of loss, if any, a penod of ten to fiftean years. The subsidianes mteiw a app!y such

suffered by the Corporation and its subsidianes resultmg from the rebates to cleanup costs. Timugh December 31,1983, botes
cleanup of TMI-2 is not presently dete rmnable and, therefore, no totahng approximately $1 aihion have bean received.

provision has been made in their accounts. See Note 17. Repair and Restoration of TMI-2: A fmal decision concerning the
A plan has been proposed by the Governor of Pennsylvania future of TMI-2 must await completion of a major portion of the

providmq for the estimated remaining cost of the cleanup as of Janu' cleanup, assessmc-ut of the usabihty of the major components and an
ary 1,1982 ($760 milh^n) to be shared as follows: the subsidianes, evaluation of the economic appropriateness and beensing feasibihty
$245 mdlion; the Federal government, $ 190 md9en; the nuclear of restoration.
indus~v $ t 90 mdhon; insurance, $90 milhon; the State of New Jer-
sey, $15 million; and the Commonwealth of Pennsylvania, $30 mil. Accounting for the Investment in TMI:

lion. The cleanup costs contemplated by this plan include all ongo- Investment in TMI-2: In the Apnl 1981 rate orde s, the PaPUC
ing costs of the facihty, directed Met-Ed and Penelee to cease the accrual of depreciation

Rate settlement agreements approved by the Pennsylvania on TMI-2 effective approximately when the operatmg and capital
Public Utihty Commission (PaPUC)in 1982 and PaPUC rate orders costs of TMI-2 were eliminated from base rater (January 1,1979 for
issued in 1983 together with rate orders issued by the NJBPU in Met-Ed and Apnl 1,1979 for Penelec). Met-Ed and Penelee have

1982 and 1983, allow for collection of cleanup revenues at the level ceased the accrual of depreciation as more fully desenbed in

called for by the Governor's plan desenbed above, namely $49 md. Note 3.

hon per year. However, in the case of the Pennsylvania subsidianes, The January 1982 rate settlement agreements provided for the

collection of a part of such cleanup revenues is not to begin until amortization of Met-Ed's and Penelec's investment in TMI.2 cased

restart of TMI 1, so that the aggregate annual amount currently on the unrecovered original cost of the facdity, the nuclear fuelin

being collected from customers in Pennsylvania and New Jersey is the reactor at the time of the accident in March 1979 and capital

$33 mdhon. The PaPUC, ir.1983 rate orders, disallowed requests additions from that time to the date of the settlements. Effective Janu-

by the Pennsylvania subsidiaries that would have transferred an ary 14,1982 Met-Ed and Penek: Lgan amortizing their invest-

aggregate of about $ 16 mdhon of additional customer fundmg to ments in TMI-2 by amounts equivalent, after consideration of the

the TMI-2 cleanup from amodization revenues currently being related tax cmsequences, to the revenues being collected for such

received for TMI 2 in order to bnng Pennsylvania customer partici. purpose. Such amortization has accumulated to $ 141 million at
December 31,1983. Of such amount, $75 million and $66 mil"on

pation up to the level called for by the Governor's plan. In Januan
1984, the Pennsylvania subsidiaries fded petitions with the PaPUC were included in depreciation expense in 1983 and 1982,

respectively.again requesting a transfer to customer fundmg of TMI 2 cleanup
The NJBPU has not issued a directive to ICP&L with respect to' from amortization of TMI-2 of about $16 million annually.

the accrual of depreciation on the TMI-2 plant. Accordingly,ICP&LThe Edison Electric Institute (EEI), the national trade association
has contmued to accrue depreciation on TMI-2, which has accumu-

of investor owned electric utdities, in January 1983, recommended lated to about $31 milhon at December 31,1983. The annual
that its members make voluntary contnbutions to cleanup fundmg in

depreciation charge by JCP&L for TMI-2 is about $6 million.
connection with the Governor of Pennsylvania's plan. Assuming all
members of EEI contnbute in accordance with this recommenda. Investment in TMI-1: In Apnl 1981 rate orders, the PaPUC

tion, $ 150 milhon ($25 milhon per year for six years) would be directed Met-Ed and Penelec to cease the accrual of depreciation

raised for the TMI 2 cleanup. For the program to become effective, on TMI l effective June 1,1980, the date when the operating and

| $ 100 milhon must be committed by the association's members. capital costs of TMI-I were elimmated from base rates. Met-Ed and

Solicitation of the EEI membership is contmuing. In December Penelee have ceased the accrual of depreciation as more fully
described in Note 3.1983, the Internal Revenue Service issued separate letter ruhngs to

The January 1982 rate settlement agreementa and PaPUC ratetwo utdities stating that contnbutions to the TMI-2 cleanup would be
orders dated October 1983, allow for the future recognition in Met-

tax deductible. Although the letters cannot be used as a precedent,
Ed's and Penelec's base revenues for the operatmg and capital costs'

they appear to indicate general applicabihty to the industry. ass iated with TMI.1 at 1983 levels and reductions in energy cost
The Federal government is providing some research and devel-

, emungent upon maHacWty gerahng power at a spec 6ed
opment funds related to TMI 2 (a portion of which would directly {a

( offset anticipated cleanup expenses) for certain activities engaged in khe July 1982 rate orders of the N]BPU dimeted ICP&L to
dunng the course of the cleanup. The total amount of such assis- wase 6e a mal f depre iationeffective April 1,1980(thedateits

f tance to be reahzed from the Federal govemment is currently esti-
perating and capital costs were removed from base rates) on that

mated at $80 milhon of which approximately $50 million has been
#" ""es men s e s iuMcum

authorized by the U.S. Congress. The DOE has agreed to take (98% of JCP&L,s 25% ownership). The reversal of previously
f responsibihty for the disposal of certain wastes and the damaged peahon was acconMor as an ewamiman dem ma m
| fuel core. In addition, a consodium of Japanese power companies

82 (see Nok 3me Nowmb 1983 rate order of the NIBPU'

has announced its intent to fund an $ 18 mdlion research and devel- als makes provision, upon TMI-I,s return to service, for an increase
opment program at TMI 2.

,
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m base rates to cover TMI 1 operating and capital costs at 1983 On December 16,1983, the Pennsylvania subsidiaries hled peti-

levels after further review by the NIBPU and TMI.I's satisfaction of tions for review with the Pennsylvania Supreme Court. $f)
On January 25,1984, Met-Ed and Penelee hled with the PaPUC

' b.?28 catain opeatmg entena.
for annual increases in retail base rates of $ 19.8 million and $41.7Rate Proceedings: Both the NIBPU, which regulates ICP&L's retail

rates, and the PaPUC, which regulates the retail rates of Met-Ed and milhon, respectively. Also on January 25,1984, Met-Ed and
Penelee hled with the PaPUC prehminary data to increase their

Penelec, have taken various sigmhcont actions followmg the TMI-2
energy cost rates.

accident.

New Jersey: In June 1979 and Apnl 1980, the NIBPU issued Investigations: On Octc ber 30,1979, the President's (Kemeny)
Commission on the Accident at Three Mile Island issued its report.orders removing from base rates the capital and operatmg costs

associated with JCP&L's mvestments in TMI-2 and TMI-1, The report states,in part, that its " investigation h6s revealed prob-
lems with the system' that manufactures, operates and regulatesrespectively.

In July 1981 and July 1982, the NIBPU issued orders grantmg nuclear power plants" and the shortcomings which turned the inci-

part of the base rate increases that ICP&L requested. ICP&L
dent into a serious accident "are attnbutable to the utility, to suppli-

appea!ed such orders to the New Jersey Supenor Court, Appellate ers of equipment and to the Federalcommission that regulates

Division, pnmanly on the ground that the rate increases authorized nuclear pcwer." The NRC's Special Inquiry Group (Rogovin) and

by those crders do not meet the enteria for just and reascnable
the U.S. Senate Subcommittee on Nuclear Regulation (Hart

rates. On July 28,1983, the Appellate Division afhrmed these Committee) issued the results cl their investigations of the accident

NIBPU orders and dismissed the appeals. On December 6,1983, at TMI-2 in January 1980 and July 1980, respectively. Their conclu-

the Supreme Court of New Jersey dechned to review the Appellate sions with respect to these matters were similar to those of the

Division decision. ICP&L intends to seek review by the U.S. Kemeny Commission. In January 1980, the NRC imposed civil pen-

Supreme Court. alties against Met Ed of $ 155,000 for safety, maintenance, proce-

Legislation enacted by the New Jersey Legislature in 1983 dural and training violations at TMI 2. The NRC has also stated that,

requires the N1BPU to estabhsh a special heanng procedure and to depending upon the fmdmgs of continuing investigations into the

conduct a heanng or heanngs if an electric utihty which has TMI-2 accident,it may take additional enforcement action, such as

suffered an accident (before or after enactment of that legislation) at assessmg additional civil penalties or ordenng the suspension, .%..4.-

a generattng or transmission facility seeks to recover more thsn $10 modification or revocation of the license to operate TMI-2. CW
milhon of accident-related costs through rates. It also provide < -iat if On November 7,1983, a Federal grand jury returned an 11 ;

the utihty was at fault and such fault contnbuted substantialir to the count indictment charging Met Ed with enmmal misconduct in con- I.'s y 4
accident, the NIBPU must disallow such accident-related cae 3, nection with the performance of water inventory testing beginning fp i
except to the extent that the NIBPU determines it is approg ate to sometime before October 18,1978 and continuing thmugh March fr.. Q
approve a program whereby the utihty may mitigate such fault costs. 28,1979. Five of the counts contained in the indictment allege vio- Is
The NJBPU has initiated proceedings relatmg to the TMI 2 accident. lations of provisions of the TMI 2 operating hcense; five additional fV
On February 8,1984, the New Jersey Public Advocate hled a counts charge that Met Ed failed to comply with various require- M%. :

W {'"
'

motion requesting summary disposition by the NIBPU on the issue ments under NRC regulations, and the remaining count charges

of ICP&L's fault. JCP&L is unable to predict the outcome or impact that Met Ed had violated the Federal false statement statute.

of these proceedmgs. On February 29,1984 Met-Ed and the U.S. Attorney for the Mid- W .1
ICP&L filed a petition with the NIBPU on January 11,1934 die District of Pennsylvania received court approval of a settlement DM'

requesting an increase of $92.6 million in its levelized energy of regulatory violations by Met-Ed that were charged in the indict- QN"
adjustment clause (LEAC), to be effective March 1,1984. On Janu. ment mentioned above. g/?-[.
ary 27,1984, ICP&L hled with the NIBPU a petition for a $60 mil. Under the settlement Met-Ed pleaded guilty to one count, )$
hon annual retail base rate increase. charging that over a six c.ionth period it operated TMI 2 with an my

inaccurate and unrelbole water inventory testing procedure.
g?g
x,

Pennsylvania: In April 1979, the PaPUC removed from base MebEd also pleaM no contest to six other counts. The remaimng ;
rates the capital and operating costs associated with the investments f ur counts,induding the one that charged Met Ed with a violation
made by the Pennsylvania subsidiaries in TMI-2 and prescribed of the gene el federal cnmmal code, as distinguished fmm the other
lower temporary rates. counts .nich charged violations of an NRC regulation or TMI-2's

In June 1979, the PaPUC ordered that the temporaq rates li ense, were dinnissed on the recommendation of the U.S.
become permanent. In May 1980, the PaPUC took similar action to M **Y'remove TM1-1 costs from customer rates and to presenbe lower tem- Met-Ed will pay fines totahng $45,000 and provide $1 million to
porary rates. Also in the May 1980 order, the PaPUC allowed for estabhsh a fund for emergency planning to directly benefit the area
full energy cost recovery from June I to December 31,1980 and ar und TMI. Met-Ed will not claim such amounts for either tax or
permitted recovery cf the then outstanding post-accident deferred ratemaking purposes and has charged such amounts against other
energy costs in the form of a surcharge. The PaPUC stated that the income and deductions on the 1983 income statement.
amounts of such costs are subject to review by the PaPUC and to a in Mamh 1980, the NIBPU requested an independent analysis of
later determination whether specinc amounts of energy costs were strategic options for ICP&L in response to the extreme financial
imprudently or unreasonably incurred. The PaPUC also stated that pressures experienced by ICP&L following the TMI-2 accident, for
it would take notice of a judicial or administrative detennination that the purpose of identifying options that would minimize additional
Met-Ed had been neghgent in the operation of the TM1 facihty. sts to JCP&L s customers and continue to pmvide an adequata

In 1980, the Pennsylvania subsidianes bled complaints with the y w e repe, w was hued to se MBN in
PaPUC against the temporary rates prescribed by the May 1980 * ' " #' " "" **#^" #"I'

orders and hied prcM increases in base rates. In April 1981, the "" *" P"* "9 *" P" * b"" 9 ##P*' --

PaPUC granted part of the rate increases sought by the " ""E "" " "* #* *P I"
Pennsylvania subsidianes and in May 1981 the PaPUC denied the and (ii) some form of public ownership of ICP&L has the greatest
complaints against the temporary rates. The Pennsylvania subsidiar- hkehhood of signihcantly moderating the growth in electric rates.
ies appealed those orden and on November 18,1983, the
Pennsylvania Commonwealth Court affirmed the PaPUC's actions.

. . _ ._.
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The other options, as stated in the report, including " merger, divest- Class suits for alleged damages on behalf of purchasers of the
Iture, bankruptcy and a state-owned generating company would Corporahon's common stock were instituted in May 1979 agamst . -.

provide hmited long-term benefits to the ratepayer and involve sub- the Corporation and certain of its directors as a result of the accident 29
g''W6stantiallegal, economic and pohtical nsks." Dunng 1982, the at TMI 2. The plaintifs claimed, among other things, that the Corpo-

hyy:NIBPU held fourteen pubhc heanngs to receive comments on the ration failed to disclose in its prospectuses and reports the severe
report's recommendations. JCP&L does not know what further fmancial consequences it might suffer in the event of an accident at 7cc
action, if any, the NIBPU may take in this proceeding. one cf its nuclear plants. On September 15,1983, a settlement of ?y

Other investigations and inquiries into the nature, causes and these claims was approved by the U.S. District Court for the District T. g
consequences of the TMI 2 accident commenced by vanous federal of New Jersey. Pursuant to that agreement: (i) the Corporation has ; .1

and state bodies are continuing. The Corporation and its subsidiar- deposited $6 million in escrow for the plaint!f class, of which approx- .. i
les are unable to determine the outcome or consequences of these imately $1.8 milhon, pursuant to court order, has been paid as

' "j_
.

investigations. The Corporation and its subsidiaries are also unable fees to the plaintffs' counsel, (ii) the individual defendants (the Cor-
~--

to determine the impact, if any, the results of such investigations poration's directors in office et the time of the TMI 2 accident) have E
may have on (i) the proceedings to return TMI.1 to operation, (ii) the contributed, through their insurance carner, an additional $4 mil.

Q ;,e, ;-

efforts to cleanup TMI 2,(iii) the rate regulatory agency decisions lion to an escrow fund for the plaintif class,(iii) the Corporation has
with respect to the ultimate recoverabihty from ratepayers of the established a $750,000 fund to pay for disbursements and expenses .].?;V
replacement power costs necessitated by the unavailability of TMI l in connection with the htigation and administration of the settlement pa,

N@?,and TMI 2 and (iv) the recovery of the unamortized investment in and (iv) the Corporation will issue 1.6 million shares of its common .-

? %.TMI.2. stock to the plaintiff class which consists of eligible purchasers of the

Litigation: As a result of the accident, the Corporation, and/or its Corporation's common stock from February 8,1974 through April gf
subsidiaries and certain of their officers and directors, have been 1,1979, who establish that they suffered losses as provided in the ,or
named as defendants in various lawsuits. The suits include (i)indi. settlement agreement. On November 2,1983, the Secunties and 3RJ '-4
vidual suits as well as purported and actual class actions for alleged Exchange Commission (SEC) approved the issuance of such shares $;
personal and property damagc:(includmg claims for purutive dam. of common stock. The cash and shares of common stock will be dis- h;@ | y

ages) resulting from the accident and (ii) suits to enjoin the future tnbuted after individual claims have been determined. See Notes 3 g
operation of TMI 2. and 9. In early February 1984, about 330,000 shares were issued to yq|

Questions as to whether certain of these claims, that are material the plaintiffs' counselin payment of fees, which will leave approxi- ?.V
in amount and arise out of both the accident itself and the cleanup mately 1,270,000 shares to be issued to the plaintiff class. g.p' .
and decontamination efforts, are (a) subject to hmitation of liabihty On November 30,1982, the U.S. District Court for the Eastern m.

set by the Price Anderson Act and (b)outside the insurance cover. District of Pennsylvania denied a motion of the U.S. Government to i;%p. 4
age provided pursuant to the Price-Anderson Act. have not yet dismiss the suit brought by the Corporation and its subsidiaries in

been resolved. December 1981 against the Government under the Federal Tort %J.
;k(.y?In September 1981, a settlement agreement between the insur. Claims Act for damages and losses (estimated at approximately $4 W

ance companies and representatives of the class in certain class billion) suffered by the Corporation and its subsidiaries and its cus-

actions seeking recovery for economic losses and the costs of med. temers as a result of the accident. The complaint alleges that the #^d 9
ical detection services for persons, businesses and entities within a NRC violated its statutory and common law duties to warn of defects Q.y
25 mile radius of TMI 2, was approved by the U.S. District Court for and hazardous conditions in equipment, analysis, procedures and / 3

the Middle District of Pennsylvania. The settlement provides for the training at TMI.2. The Government has appealed to the U.S. Court
-

insurance companies to establish a fund of $20 million for economic of Appeals for the Third Circuit the District Court's decision that the

loss claims and a separate fund of $5 million for public health pur. suit was not barred by exceptions to the Federal Tort Claims Act.

poses. Earlier, the court had held that perscnal injury claims (other The District Court has halted further proceedmgs pending such

than for medical detection services) could not be pursued in class appellate review.

action proceedings and the settlement agreement does not deal with Insurance: At the time of the TMI-2 accident, the subsidiaries main-

such claims. Approximately 300 individual personalinjury claims tained property damage and decontamination insurance of $300
(including some claims for punitive damages) are pending. Pur- million applicable to both TMI-l and TMI.2. This insurance has
ported class action complaints for alleged economic injury by rea- been reduced by claims paid which aggregated approximately -.,

son of increased charges for electricity were dismissed by the Dis- $286 million as of December 31,1983. The insurance carners have f
trtet Court but the plaintiffs have appealed the dismissal. reinstated the coverage for the TMI site, but with regard to property

The Commonwealth of Pennsylvania has brought suit seeking insurance for TMI.2, such coverage has been reinstated only for
recovery of certain costs in responding to the accident and two possible damage which might result from a non-nuclear accident
municipahties (as a purported class action) brought a similar suit in during the unit's cleanup and restoration period. Effective January
which they sought both monetary damages and injunctive relief. In 10,1983, on a prospective basis, the primary property damage _-

= 1982, the U.S. Distnct Court for the Middle Distnct of Pennsylvania insurance coverage was raised to $500 million on the site.
granted the defendants' motion for summary judgment. In June Effective April 1,1981, JCP&L became a member of Nuclear
1983, the U.S. Court of Appeals for the Third Circuit afurmed the Mutual Limited (NML). Such membership provides ICP&L with
District Court's order in certain respects but held that the plaintiffs $500 million of primary property damage insurance for its Oyster
should be granted an opportunity to define and clanfy certain of the Creek station. As a member of NML. ICP&L is subject to annual
claims and the alleged factual basis for such claims. Also,in June assessments of up to 14 times its annual premium, or approximately
1983, the U.S. District Court for the Middle District of Pennsylvania $28.4 million, in the event that losses as a result of an accident at a
dismissed a suit against the NRC Commissioners, Met-Ed and two nuclear plant of any member company exceed the accumulated
GPU System Company officers alleging personalinjury and eco- funds available to NML.
nomic loss as a result of venting of certain gases from TMI-2 which Effective January IS,1982, the subsidianes increased their prop-
was elfected pursuant to NRC authorization in 1980. The plaintiffs erty damage insurance for damages in excess of $500 million at
have appealed this decision with respect to the NRC Commissioners each of their nuclear generatmg sites. The policies currently limit
only. coverage to $520 milhon for losses in excess of $500 million. This

r
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excess insurance is provided by Nuc' ear Electnc Insurance Limited poses. However, there can be no assurance that this will be the case. ig. p.}
(NEIL), a mutual insurar ce company, and Amencan Nuclear If the supplier were to appeul successfully and the suits were ulti- .71

~

Insurers / Mutual Atomic Energy Liabihty Underwnters and provides mately resolved in the suppher's favor, JCP&L would incur $18.3 .gpk|
30 that expenses for decontammation and debns removal shall be paid million in additional fuel expense, based on the amount of fuel p,.7 /

befom any payments in respect of claims for property damage. consumed through December 31,1983. .WO
Under the NEIL portion of this coverage, the subsidianes are subject Since 1975, JCP&L has been storing 224 spent nuclear fuel ,g'
to a retrospective premium of up to $1S.1 milhon in the event of an assembhes discharged from the Oyster Creek station at West Valley, .69

,,NT
accident at a nuclear plant of any member company. New York Nuclear Fuel Receivmg Facihty (Facihty) under agree-

The Pnce. Anderson Amendments to the Atomic Energy Act prer ments with Nuclear Fuel Services, Inc. (NFS), and JCP&L has paid 7 . - - -

Tp[Qently hmit habihty to third parties to $580 million for each nuclear NFS storage charges in accordance with those agreements. In Apnl .-

g(Q
incident. Coverage of the first $ 160 million of such liabihty is pro. 1982 the New York State Energy Research and Development

vided by pnvate insurance. The next $420 milhon is provided by Authonty (Authority), the owner of the Facihty, submitted invoices ,.

assessments of up to the hmit of $5 milhon per nuclear reactor per for increased storage charges for the period January 1,1981 ,* "
incident, but not more than $ 10 milhon per reactor in any calendar through March 30,1982 of $1.3 milhon. Additionalinvoices for the

year. Based on the ownership of three nuclear reactors, the subsidi. period of Apnl 1982 through June 30,1933 amounting to $1.7 mil- }.3py
ones' maximum potential assessment under these provisions would lion have since been received. GPUSC and ICP&L refused to pay 3C, .

be $1 S milhon per inciaent but not more than $30 million per cal. such increased charges (other than $235,200 paid in 1983 cover- '.3 4
$[.fi < - 5

endar year for claims covered by this insurance. The current Pnce. ing the penod February 25,1982 to September 30,1983 at the

@v]e..
Anderson legislation expires in 1987. The NRC has recommended rate under the agreement with NFS).

to Congress that such legislation be extended but amended to In May 1982, the Authonty commen;ed an action in the U.S. Dis-

replace the hmitation on liability with an annual assessment hmita- tnct Court for the Western District of New York against the Corpora- Mg
tion of $10 milhon per reactor per incident. tion, GPUSC, JCP&L, NFS and its parent and two non-affthated VJ

Effective September IS,1980, JCP&L, with respect to incremen- electric pubhc utihties which also have spent nuclear fuel stored at (M
%j j.,htal replacement power costs resulting from an extended accidental the Facihty, alleging, among other things, that the defendants have

outage at its Oyster Creek nuclear generotmg station became a unlawfully failed and refused to remove spent nuclear fuel from the
member of NEIL. Such coverage under NEIL provides for a weekly Facihty. In Apnl 1983, the Court ruled that the utilities are liable to @ ?.3."

indemnity of $2.5 milhon, beginning 26 weeks after an outage the Authonty for storage charges after February 25,1982 at a rate %"
caused by an accident, for the incremental cost of replacement to be determined by the Coud and that the Authority's claims for 8h

.[f .x |0
Tpower. The pohey hmits covered outages to S2 weeks at 100% of trespass and unjust enrichment for periods prior to February 25,

the weekly indemruty and S2 additional weeks at 50% of the weekly 1982 were subject to review. The GPU defendants and the Author-

indemnity. As a member of NEIL, JCP&L is subject to an annual ity have entered into a Partial Settlement Agreement and Stipulation % . '~
retrospective premium assessment hmited to $7.3 million, which is (Settlement Agreement).The Settlement Agreement, which has 4, a :

M,y3five times its annual premium, in the event that losses exceed the keen approved by the Court, provides, among other things, that
gaccumulated funds available to NEIL. The subsidianes expect to subject to the receipt and maintenance of all necessan regulatory

obtain similar coverage with respect to TMI-l upon that unit's return and other approvals and the satisfaction of other specified contin- g
to operation. gencies, ICP&L shall commence the removal of its spent nuclear .m y

Some potential losses or habihties to which the Corporation and its fuel as soon as practicable but not later than October 1,1984 and g',

h.W
subsidiaries may be subject are not insurable or the amount of insur- that the removal of such spent fuel shall be completed not later than

?
ance carried may not be sufficient to meet potentiallosses and lia- May 31,1985. The Authority has agreed that in the event JCP&L
bthties. Under those circumstances, such losses or liabihties could removes its spent nuclear fuel as provided in the Settlement Agree- y!N
have a material adverse effect on their haancial condition. ment, it will no longer assert any claim that JCP&L or GPUSC has i

trespassed upon the Facility or that there is any liability on the part .-
Nuclear Fuel Litigation

of JCP&L or GPUSC for damages for any delay or interference with W4
In 1971, ICP&L entered into a contract for the purchase of three the clean-up of the Facihty. Claims against ICP&L and GPUSC for NP

nuclear fuel reloads for the Oyster Creek station, with an option for additional storage charges and possible other monetary damages
#

five additional reloads beginning in 1976. JCP&L beheves that it are still pending before the District Coud. #b
"

effectively exercised the option in the initial contract and accepted
Other :the supplier's offer to extend the contract to cover five additional

2^~reloads beginning in 1981. The supplier disputed this position and, The subsidiaries' construction programs, which extend over sev-
in November 1978, sub nitted bills for material and services in the eral years, contemplate expenditures of approximately $330 milhon

~

aggregate amount of approximately $33 million, covering reloads dunng 1984. In connection with these construction programs, the =-

supphed in 1977,1978 and 1979. Of this amount, JCP&L has paid subsidiaries have incurred commitments.
the suppher $3.8 milhon. On Januaq 26,1979, the suppher filed The staff of the Federal Energy Regulatory Commission (FERC)
suits m the U.S. District Court for the District of Washington against conducts penodic audits of the accounts of electne utilities subject y' .
JCP&L the Corporation and GPU Service Corporation (GPUSC). to the Federal Power Act. In the course of its current audits of
In response, JCP&L sought a declaratory judgment confirming its Met Ed, Penolee and JCP&L, the FERC staff had raised various :

view of the supplier's contractual commitments and damages. !n questions, the most significant of which concerns the issue of accrual - ;

1982 the court upheld JCP&L's position of the existence of a bind- of allowance for funds used during construction (AFC) associated
ing contract for the sale of the reload batches, and in 1983, deter- with nuclear fuel. The AFC issue is pending based on futum rate
mmed the number of fuel assemblies subject to the contract and the case determinations for Met Ed and Penelec. All such issues for :

date at which the value of fuel assemblies is to be measured. The JCP&L have been settled. j

court has not yet determined the amount of damages. JCP&L does The subsidiaries have entered into long-term contracts with non-
not know whether the supplier will appeal any or all of the decisions affihated mining companies for the purchase of coal for certain ,

of the District Court, but believes that any additional amount that it generating stations in which they have ownership interests. These
might be required to pay if the suppher is successfulin any appeal contracts, which expire between 1997 and the end of the remaming
would be valid costs and should be recognized for ratemaking pur- life of the generating station concerned, require the purchase of

J
. _ . _ _ _ _ _ _ _ !
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minimum amounts of the station's coal requirements. The pnce of action. JCP&L is unable to estimate its financial exposure in the
the coal is determined by formulas providing for the recovery by the event that the suits are ultimately resolved in the plamtiffs' favor. - |' I ~ n' '

.

mining compames of their costs of production. The subsidiaries' Suits for damage have been instituted against Penelec by four 3 ;
31share of the cost of coal purchased under these agreements dairy farmers claimmg damages for losses as a result of neutral to jp

amounted to $96 million, $101 milhon and $84 milhon for the years ground voltage. Pene!ec is unable to estimate its financial exposure Lgh
1983,1982 and 1981, respectively. in the event that the suits are ultimately resolved in the plaintiff's .Qh

The subsidianes have entered into agreements with other utihties favor. 77 3
for the dehvery of an aggregate of more thun 1400 megawatts of As a result of existing and proposed legislation and regulations 'M
capacity and energy for various penods through 1990. The price of dealing with environmental matters, the GPU subsidianes may be $$

p/ ,p%.~
the energy is determined by Iormulas providing for recovery by the required to incur substantial additional costs to modify or replace

; sellers of their costs. Payments pursuint to these agreements are existmg and proposed equipment and to improve environmental [;$

h .i festimated to aggregate about $230 milhon for 1984. Other possible sites currently or formerly used by them. The GPU subsidianes are
long term purchases are the subject of pendmg negotiations. unable to estimate the extent of such possible cocts or the impact a.X X?!

JCP&L hcs reached an agreement in principle with Pennsylvania thereof on future operations. m p-
, Power & Light Company (PP&L) for the purchase of 945MW of f |.1

d[M
capacity and energy in the form of a pro-rata share of each of 2. Summary of Significant Accounting Policies'

.gPP&L's ger.eratmg units. The agreement provides for the capacity to'

j be available through the end of 1995 and to be reduced by 20% in General j. W -;

I each year from 1996 through the end of 1999. The 945MW of The consohdated fmancial statements include the accounts cf all Q
capacity is expected to produce about 4.5 milhon megawatt hours subsidtanes. 8"t|

f of generation or about 31 % of JCP&L's current annual system It ts the general pohey of the subsidianes to record additions to I $
| requirement. The agreement is subject to the approval of the utthty plant at cost, which includes material, labor, overhead and f g.

. . .{g.
NJBPU, the PaPUC and FERC. AFC. The cost of current repairs (except for certain costs desenbed

by_Since the TMI-2 accident, the subsidianes have suspended or m Note 1) and minor replacements is charged to appropriate
I delayed construction on various proposed generatmg projects. operating expense and cleanng accounts and the cost of renewals WN"

| Investment::in such projects at December 31,1983 aggregate and betterments is capitahzed. The origmal cost of utihty plant Q
Q'M

about $30 milhon of which $6 miluon is pnmanly related to land retired, or otherwise disposed of, is charged to accumulated M

[J 4. t '
' and will be assignable to a future project. The remaining $24 million depreciation. .,

| 1s not assignable to future projects, and the subsidiaries, for

N.| ratemaking purposes, are requestmg amortization of $8 million in Operating Revenues
%[g~ currently pendmg rate cases and are amortizing $ 16 million over Revenues are generally recorded on the basis of billings f

various penods. rendered. :Mi
The Oyster Creek nuclear generating station, owned by JCP&L, gM

has been out of service for scheduled repairs, maintenance and Deferred Energy Costs ip
refuehng since February 1983. The outage is expected to last t Energy costs are recognized in the period in which the related MN
June 1984. In 1983, the NIBPU authonzed additional revenues pr - energy clause revenues are billed. .P."-

%jviding for a five year amortization of incremental outage related .J
operatmg and maintenance expenses of up to $21 million over nor- Reserve Capacity Credit 1
mal levels of such expensec. Such revenues will approximate $4.2 Since Apnl 1981, Met-Ed and Penelec have been recognizing a MM
million annually. Such expenses, for which recovery is currently charge to current expense equivalent to the revenues provided by Y 'V
permitted, were deferred in the fourth quarter of 1983. A second the PaPUC for possible future reserve capacity payments to other ) i '

lengthy outage is expected to begm in late 1985 and JCP&L members of the Pennsylvania-New Jersey-Maryland Interconnec. I'3expects that the capital, operating and maintenance costs of this out' tion. Pursuant to rate orders received in October 1983, the annual $
Y.Nbbage will be substantial. provision for such payments was reduced and a substantial portion

of the accumulated reserve is being returned to customers over D klThe subsidianes are engaged in negotiations with vanous suppli-
ers relating to the latter's claims for delay or termination charges or hkthree years.
increased fees which such supphers assert result from the subsidiar-
ies' revisions of their-construc* ion plans and schedules and/or from Depreciation i'%d
the increased scope of supply. The subsidianes' managements do

I ne aubsidianes provide for depreciation at annual rates deter-
. . .

not exped at this time that such negotiations will result in any mate-
mined and revised periodically, on the basis of studies, to be

nal increase in costs that would not be vahd costs properly recogni-

~ $, p;,'
secMo amose me WM mWWaNmM omzable through the ratemaking process.
estimated remaining service hves, which are generally longer than .,j;Claims for damages arising out of the operation of the Oyster
those employed for tax purposes. The subsidiaries use depreciation 4 4Creek station have been asserted in two suits, one of which was a
rates which, on an aggregate composite basis, resulted in an , ]. yclass action which was decided in favor of ICP&L on the liabihty
appr ximate annual rate of 3.27%,3.24% and 3.21% for the years : 4.Qissue. The U.S. Supreme Court, without opinion, has reversed the
1983,1982 and 1981, respectively. Reference is made to Notes 1 -y g 3lower courts' decision on the habihty issue and remanded the case .

aM 3 mgarhW aM eMeWaen on N anmn
for further consideration in hght of the Supreme Court decision in g
Silkwood v. Kerr McGee Corporation. ICP&L hled, on January 27, Amortization of TMI-2 Investment NN
1984, a motion with the New Jersey Supreme Court for direct .J-

-

K.3certification to that court and for leave to the parties to hle supple. The Pennsylvania subsidiaries are amortizing their investments in

.p 9-[mental briefs on the issues of 1) whether or not the case is moot by TMI 2 in accordance with PaPUC orders providing revenues for the

virtue of the determinatten in the trial court that the plaintiffs' dam. rec my f the origmal cost of the facihty and nuclear fuelin the ,1

ages were not proximately caused by ICP&L and 2) whether this reactor at the time of the accident plus capital additions subsequent y;p
case is distinguishable from the Silkwood v. Kerr-McGee decision. thereto. Revenues have not been provided for a return on the g*ginvestment in TMI-2. See Note 1.The other suit is presently inactive pending the outcome of the class
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Amortization of Property Losses Investment Tax Credits: Investment tax credits (LT.C.) are being
amortized over the estimated service hves of the related facihties.Preperty losses are amortized and recovered through rates as pre.

*" " " *
32 3. Extraordinary Items

Nuclear Plant Decommissioning Costs
As a direct or indirect consequence of the nuclear accident at

ICP&L, in accordance with rate determinations, is charging to
Mb2, conschdated net income for 1983,1982, and 1981 reflects

_QNexpense and credmng to a reserve amounts intended to provide
the fo!!cwing extraordmary items, net of any related income taxover their service hves for the cost of decommissioning nuclear

plants at the end cf their useful hves. Current estmates for NN*ff"t8
ratemakmg determinahens rango between $27 milhon and $54 mil- In Maons 1983 1982 1981
hon assuming in place entombment. During 1982, such charges to

(a) St ekholder Litgston
..expanse for TMI-l were discontmued as a result of a NIBPU order

Seuemed 6.0)
directmg the cessation of deprecianon accruals discussed in Note 3.

Met.Ed and Penelec, pnor to the cessation of depreciation accru- #"'* i ~

'"
p , $(3.9)

als discussed in Note 3, were charging to expense amounts (c) Reversal of TMI-1 deprecianon 3.0 $ 2.7
intended to provide over their service hves for the decommissioning (d) Reversalof expensesincurred
of their shares of the radioactive components of their nuclear units for pubhc hea:ti and safety
(approximately $24 milhon per unit in then current dollars). During and restart of TMI l 4.6

1981, such charges to expense were discontmued retroactive to the (e) Abandonment of the Forked

dates that the TMI uruts were removed from base rates in River project (26.9)
(f) Reversal of TMI-2 depreciation 18.6 APennsylvania.

The subsidiaries beheve that any additional cash requirements (g) Wnte-off of the excess of invest-

with regard to nuclear plant decommissioning should be recovera- ",[" ["**
"'

(30.8)
ble through the ratemakmg process.

Net $(16.0) $ 3.7 $(36.4)

Amortization of Nuclear Fuel and Waste Disposal (a) As desenbed in Note 1, a settlement was reached in class suits for alleged
damages as a result of the accident at TMI-2 to purchasers of GPU common

Amortzation of Nuclear Fuel: The amortization of nuclear fuelis stock. An adjustment in the amount of $16 mdhon ($19.6 mdbon less $3.6 ,e
provided on a unit of production basis. Rates are determined and muhon of related income tax benehts) to reflect the effect on the Corporation

~

periodically revised to amcrtize the cost over the useful hfe. of the settlement, has been recorded as an extraordmary charge.
(b) In November 1981, ICP&L entered into contrsets for the purchase of

Waste Disposah JCP&L is providing for estimated future handhng large quannhes of electncity from a major Canad:an suppher and for ioint
costs for the spent Oyster Creek nuclear fuel, and similar treatment constructon of transmission facihties to dehver that power to the United

will be provided for future handhng costs for the spent TMI nuclear States. In June 1982, the NIBPU approved ICP&L's request to cancel the
project due to uncertainhes of cost, scheduhng and hnancmq and the avada-fuel when TMI returns to service. Previously accumulated estimated
bihty of economic alternahves. In a decision of November 1982, the NIBPU ..

residual credits, net of previously accumulated estimated costs of directed that ICP&L may not recover frem customers the costs associated
.

reprocessing. for the Oyster Creek station nuclear fuel are being with the project. As a result, ICP&L wrote-off $3.9 mdhon (56.8 mdhon of
amoritzed to fuel expense on a unit of production basis. In accor- costs less $2.9 mdhon for income taxes) as an extraordmary charge.

dance with the Nuclear Waste Policy Act of 1982,in June 1983 the (c) As descnbed in Note 1 the NIBPU issued rate orders in July 1982
d rectng ICP&L to cease the accrual of depreciation on TMI-l retroactively

subsidianes entered into contracts with the DOE for the disposal of to April 1,1980. For the hve months ended May 31,1982, depreciation
spent nuclear fuel. The total liabihty at December 31,1983, expense for TMI-l in the amount of $1.6 mdhon was charged to current
includmg interest from Apnl 7,1983, amounts to $76 million. As operations. The adjustment to reflect the reversal of the previously accrued

the actual habihty under these contracts is substantially in excess of depreciation in the amount of $7.7 mdhon for TMI-l for the period Apnl 1,

the amount heretofore recovered from ratepayers, the subsidiaries 1980 to May 31,1982, net of related income tax charges of $4.7 mdhon, has
been accounted for as an extraordmary credit.

have reflected such excess, which totals $64 million at December As desenbed in Note 1, Met-Ed and Penelec, pursuant to Apnl 1981 rate
31,1983, as deferred costs. The rates presently authorized for the orders of the PaPUC, ceased the accrual of depreciation on their investment

subsidianes recognize these levels of excess costs and provide for in TMI l subiect to the PaPUC's junsdiction retroachve to June 1,1980.

collection over eight years for Met-Ed and Penelec and fourteen Met-Ed and Penelec, dunng the five months ended May 31,1981, charged
t peah nsdepreciat n expense f r TMI-l of $4 mdhon. The adjustment

Years for ICP&L' to reflect the reversal of 59.3 mdhon of depreciation accrued from June 1,
1980 through May 31,1981, net of $6.6 mdhon of related income tax char-

.'

Income Taxes ges. was accounted for as an extraordinary credit.
(d) The July 1982 NIBPU rate orders also directed ICP&L to defer certam -

-

The Corporation and its subsidiaries fue consolidated Federal operatmg and maintenance expenses incurred for TMI.1 related to restart,
income tax returns. All participants in a consohdated Federal pubhc health and safety protection due to the extraonhnary levels of
income tax return are severally hable for the full amount of any tax, expense and to the nature of the items. The adjustment in the amount of $8.6

including penalties and interest, which may be assessed against the mdhon to re!!ect the reversal of expenso incurred for the penod April 1, 3

1980 to December 31,1981. net of related income tax charges of $4.0 mil-
"-s

group. hon, has been accounted for as an extraordmary charge. The rate orden also
The revenues of the subsidiaries in any P*riod are deP*ndent to a indicated that these expenses would be charged to customers over an eight-

signihcant extent upon the costs which are recognized and allowed year penod commencing with the restart of TMI 1.
in that period for ratemaking purposes. In accordance therewith, the (e) In November 1980, as a result of regulatory, cost and other uncertainties

Corporation's subsidiaries have employed the following policies: following the accident at TMI-2. ICP&L abandoned its effort to proceed with
the construction of the Forked Paver nuclear project. Subsequent to this deci-

Tax Depreciation: The subsidiaries generally utilize hberalized sion, the investment of $413.7 mdlion in the project was reclassihed to
depreciation methods and accelerated cost recovery allowances deferred debits (unamortized property losses). The NIBPU, on July 31,1981,

and the shortest hves permitted by the Internal Revenue Code in issued a rate order which permits ICP&L to recover,in part, over a 15 year
peri d,its investment in the Forked River project.The order provided fercomputing depreciation deductions and provide for deferred
ICP&L to recover $225.4 muhon of its net investment of $252.3 mdhon after

income taxes where permitted in the ratemaking process. However, giving effect to $ 142.2 mehon in antcipated income tax benents and $ 19.2
in 1980, with respmt to TMI 2, the subsidiaries elected to utihze mdhon in anticipated salvage value. However, the order excludes the recov-

straight-hne tax depreciation. ery of AFC accrued dunng the penod Apnl 4,1979, the date of the suspen-
'

.. ._ .



_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __

sion of construct.on actmt es at the project, through March 31,1980, the such quarantee, the Corporation has pledged the common stock of
effectve date that ICP&L ceased the accrual of AFC on the project. In view JCP&L, Met-Ed Penelec, GPUSC, and GPUNC.
of this order. m June 1981. ICP&L recorded an extraordmary charge of Met Ed has pledged as collateral for its indebtedness under the
526.9 milhon reMtmg to the disa: lowed AFC. 33
(f) As dasenbed m Note 1. pursuant to the January 8.1982 rate orders of the Restated Credit Agreement (i) $40 milhon of hrst mortgage bonds,
PaFUC, Mat EJ and Penelec have ceased the accrual of depreciation en (ii)its customer accounts receivable ($36.6 milhon at December 31,
the:r investment m TMI 2 subject to the P4PUC's junsdiction retroactve to 1983) and (m)its coal inventory ($ 11 million at December 31,
the apprcximate dates the unit's operating and capital costs were removed 1983)'frem base rates (Met Ed-January 1.1979 and Penelec- Apnl 1.1979). The Restated Credit Agreement and the purchase agreements forMat Ed and Penelec. for the eleven months ended November 30,1981.
t hargw] to operations, depreciator. exrense for TMI 2 of 515.5 m:lhon. The certain bonds sold by ICP&L ($97.S million) and Penelec ($50 mil-
adjustment to reflect the reversal of $45.6 milhon of depreciation accrued by hon) subsequent to the accident at TMI-2 contain provisions for the
Met Ed from January 1,1979 through November 30,1981 and by Penelec immediate pa ment of the indebtedness involved upon the occur-
from Apnl 1,1979 through November 30.1981, net of $27 rrulhon of rence of an event deemed by specified majonties of the lenders or
related income tax charges, was accounted for as an extraordmary credit.
(g) Since 1946 in accordance with apphcable regulatons of the Secunties holders of an twie to have a matenally adverse effect on the
and Exchange Commission (SEC) under the Public Uthty Holdmq Company borrower.
Act. the Corporahon camed its mvestment in its subsidianes at amounts that The Corporation and its subsidianes have additional informal
were 530 8 milhon in excess of the related net assets. In December 1981, bank hnes cf credit, under which aggregate borrowmgs outstandmg
the Corporahon concludwi that, in light of present and proposed
ratem.aking, the investment in the subsidianes in excess of related net assets at any one time are restricted by the Restated Credit Agreement to a
had no reahzable value and wrote-off such excess as an extraordmary maximum of $25 million, with individual subbmits as follows: the

char 9e Corporation-$5 million: ICP&L-51S million: Met Ed-$15 mil-
lion: Penelec-$ 15 million. Borrowings under these imes of credit

4. Allowance for Funds Used During Construction bear interest at the pnme rate and provide for various compensatmq
balance requirements.

The apphcable regulatory Uniform System of Accounts provides
for AFC which is detmed as includmg the net cost during the period 6. Long-Term Debt
of constructon of borrowed funds (allowance for borrowed funds
used dunng construction) used for construction purposes and a rea- At December 31,1983, the Corporation's subsidiaries had long-
sonable rate on other funds (allowance for other funds used dunng term debt outstandmg, excluding amounts due within one year, as

construction) when so used. While AFC results in a current increase follows:
in utihty plant to be recognized for ratemaking purposes and repre-
sents current compensation, AFC is not sn item of current cash In Thousands Interest Rates

income; instead AFC is assumed to be reahzed in cash after the 1% to 7% to 9% to
related plant is placed in service by means of an allowance for Maturities 6%% 8%% 13%% Total

j depreciation charges based on the total cost of the plant,includmg FM m
AFC. Bonds:

To the extent permitted in the ratemaking proceedings of the sub- 1985 1990 5160,702 5 - 5 80,000 5 240.702!
I sidianas, the income tax reductions associated with the interest com- 399 g.2000 278.952 134.869 184,495 598.316

| ponent of AFC have been allocated to reduce interest charges and, 2001 2009 25.120 392.742 399.698 817,560

|
correspondmgly, have not reduced income taxes charged t Total 5464.774 5527.611 5664.193 1,656,578
operatmg expense. Pursuant to such rate orders, the Pennsylvania
subsidianes employ a net of tax accrual rate for AFC. ICP&L is Bond Sinkin9

Funds (3,990)
essentially employmg a gross AFC rate.

The sutsidianes have accrued AFC using rates which, on an Total 1,652,588

aggregate composite basis, resulted in annual rates of 10.86%,
Debetures:11.03% and 10.64% for the years 1983,1982 and 1981,
1986-1990 5 43.100 5 - 5 - 43,100

respectively.
1991 1998 23.100 122,880 18.500 164,480

( S. Short-Term Borrowing Arrangements Total 5 66.200 $122.880 $ 18.500 207,580

On October 3,1983, the Corporation and its subsidiaries entered Other long-term
debt 37,572

into a Second Restated Revolving Credit Agmement (Restated
Unamortized netCredit Agreement) with a consortium of banks. The Restated Credit

disc unt (2,775)
Agreement, which expires on March 31,1985, provides for an
aggregate borrowing hmit of $ 125 million. Individual borrowing Total 51.894.% 5

subhmits applicable to each company are as follows: the Corpora- For the years 1984,1985,1986,1987, and 1988, the subsidiar.
tion-55 nulhon:ICP&L-$50 million: Met-Ed-$25 million: ies have long-term debt matunties of $58 million, $128 million, $60
Penelac-550 milhon. ma n, $54 milli n and $S7 milhon, respectively, including cash

The notes issued under the Restated Credit Agreement bear
sinking fund requirements.

interest at %% above Citibank's alternate base rate as in effect from As reflected in the balance sheets at December 31,1983 and
time to time in the case of Penelec and 4% above that rate in the 1982, the subsidiaries had $27 milhon and $79.8 milhon, respec-
cases of the Corporation,ICP&L and Met Ed. The Restated Credit

tively held for retirement of bonds due within one year. Such bonds
Agreement provides for payment of an annual agent's fee of f r 1982 were redeemed during 1983.
$ 150.000 and an annual commitment fee of 4 of 1 % on the unused Substantially all of the subsidianes' properties are subject to the
portion of the banks' total commitment.

hen of theinespecuve mortgages.
The Corporation has quaranteed all borrowmgs by its subsidianes GPUSC and the DOE have entered into an agreement for the

outstandmg under the Restated Credit Agreement. As collateral for
repayment in monthly installments endmg in 1986 of amounts owed

_ _ _ _ _ _ - _ _ _ _ _ _ _ _ _ ___ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _
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DOE since 1979 by the subsidianes under certata uranium ennch- h
, 3 gg g

ment contracts. Interest on these amounts is accrued using the Cur Outstanding In Thousands
rent Value of Funds Rate, as determined quarterly by the U.S. Treas-

ICP&L:34 ury Department (9% at December 31,1983). At December 31,
$ 51983 and 1982, the aggregate amounts payable to DOE with inter- 4jQSe"s$9 000 000

est under this agreement were $28.9 muhon and $32.2 muhon, 8.12% Senes 250.000 25.000
respectively. 8.00% Senes 250.000 25.000

As a result of the foregoing, amounts payable by the subsidianes 7.88% Senes 250,000 25.000
8.75% Senes H 2.000.000 50.000to the DOE due after one year from the balance sheet date are

reflected as long term debt on the December 31,1983 and 1982 Met-Ed:

balance sheets. 3.90% Senes 117,729 11,773
4.35% Senes 33,249 3.32S
3.85% Senes 29,175 2.917

7. Cumulative Preferred Stock-Mandatory 3.80% Senes 18.122 1.812
Redemption 4.45% Senes 3S.637 3.564

8.I2% Senes 160.000 16.000

At December 31,1983 and 1982, the subsidianes had outstand- S*"*jS 3
g,

ing the followmg issues of cumulative preferred stcck which are sub- 8.12% Senes 1 250.000 25.000
ject to mandatcry redemption requirement: 8.32% Senes 1 1S0.000 1S.000

Penelec:
Shares Stated Value 4.40% Senes B 56.810 S.681

Outstanding In Thousands 3.70% Senes C 97,054 9.705

1983 1982 1983 1982 4.05% Senes D 63.6 % 6,370
4.70% Senes E 28.739 2.874

ICP&L. 4.50% Senes F 42.969 4.297
413.5% Senes F 137,500 150.000 $ 13.750 $1S,000 h Y -'8 25

.N,'jA cj11 % Senes G 187,500 200.000 18.750 20,000 8.12% Senes 1 250,000 25.000
Due withm one year (12.500) (12.500) (l.250) (1.250) 9.00% Senes L 1.400.000 35.000 7

Penelec; Total 6.783 912 $423.391 [ .M'-

11.72% Senes 1 150,000 162.500 15.000 16.250 At December 31,1983 and 1982, the subsidianes were author. -
-

10.88% Senes K 256.000 272.000 25.600 27,200 ized to issue 37,035,000 shares (ICP&L-1 S,600,000 shares,
Due withm one year (28,500) (28.500) (2.850) (2.850) Met-Ed-10,000,000 shares, and Penelee-11,435,000 shares) of

Total 690 000 743.500 569.000 574.3S0 cumulative preferred stock, no por value. No shares of cumulative
preferred stock have been sold dunnq the three years ended

ICP&L has had annual redemption requirements of 12,500 December 31,1983.
shares of the Series F preferred stock since 1975 and 12,500 shares
of the Series G preferred stock since 1980. The 1984 Senes G 9. Common Stock and Capital Surplus
redemption requirement was met dunng 1983.

Penelec has had annual redemption requirements of 12,500 Of the 75 milhon authonzed shares of $2.50 par value common
shares of the Series I preferred stock since 1976 and 16,000 shares stock of the Corporation at December 31,1983 and 1902,
of the Senes K preferred stock since 1980. 61,264,000 shares were issued and outstanding and 28,000 shares

All redemptions are at the riated values of the shares, plus were recorded as reacquired at $2.50 per share. In addition,
accrued dmdends. No redemptions of preferred stock may be 1,600,000 shares are considered issued in 1983 as a result of a liti-
made unless dmdends on all of that subsidiary's preferred stock for gation settlement which is described under " Litigation" in Note 1.
all past quarterly dmdend penods have been paid or declared and
set aside for payment. If dividends upon any shares of preferred 10. Consolidated Retained Earnings
stock of any subsidiary are in arrears in an amount equal to the
annual dmdend, the holders of preferred stock, votmg as a class. Under the Restated Credit Agreement desenbed in Note S, the
are entitled to elect a majonty of the board of directors of that sub- Corporation and its subsidiaries have agreed to mamtam consohda-
sidiary untd all dividends in arrears have been paid. ted retained earnings of at least $500,000,000.

Through 1988, the subsidianes' aggregate mandatory redemp- In accordance with ICP&L's supplemental indenture dated June
tion requirement for all issues of cumulative preferred stock out- 1,1979, common dividends payable by ICP&L are hmited, to the
standing at December 31,1983 is $5,350.000 per year. extent they are not matched by cash capital contnbutions from the

No shares of cumulative preferred stock have been sold during Corporation, to an amount equal to 2S% of eamings for the yesrs
the three yea:s ended December 31,1983. 1979 and 1980 and 100% of eamings thereafter. As of December

31,1983, pursuant to that provision, $50.8 milhon of retained eam-
8. Cumulative Preferred Stock-No Mandatory ings of $113.8 milhon was avadable for declaration and payment of

Redemption dividends on ICP&L's common stock. The NIBPU has requested
that ICP&L notify it before declanng dividends on its common

At December 31,1983 and 1932, the subsidiaries had outstand.
stock.

ing the following issues of cumulative preferred stock, which are In accordance with Met-Ed's supplemental indenture dated
redeemable solely at the option of the issuers: March 1,1952, $3.4 mulion of the balance of Met-Ed's retained

eamings is restricted as to the payment of dividends on its common
stock. As of December 31,1983, pursuant to that provision, $9.6
mdlion of retained earnings of $ 13.0 mdlion was avadable for decla-
ration and payment of dividends on Met Ed's common stock,

i



In accordance with Pene!ec's supplemental indenture dated June muhon. 521 mahon,523 mdhon, $24 mdhon, and $26 muhon expire in

1,1979, the aggregate amount of any declaration or payment of 1994,1995,1996,1997, and 1998 respectively.
I (b) Does not include $34 mdhon (deferred income tax expense related todividends on common stock after December 31,1978 cannot

hberahzed deprectahon-533 rmlhon and amortzaton et I.T.C.-51 mdhon) 35
exceed Penelee,s earnings available for common stock for the related to extraordmary items (see Note 3).
penod commencmq January 1,1979 and termmahng at the end of (c) Does not mclude 56 muhon (deferred income tax expense related to

the last fiscal quarter precedmg the date of such restricted payment. hberahzed depreciation-59 muhon and currently payable tax beneht

As of December 31,1983, pumuant to that provision, $17.7 milhon relaung to an abandonment loss of $3 mdhon) related to extraordmary items

of retamed earnings of $54.8 milhon was available for declaration r include a $3.6 nulhon tax beneht resulung from a htigat:on
and payment of dividends on Penelec's common stock. settlement (see Note 3).

I 1. Income Taxes 12. Loans to Non-Affiliated Mining Companies

Examinations of Federal income tax returns through 1978 have Penelec is providmg financing to non-affiliated mining compantes
been completed and the years 1979 through 1982 are currently supplying coal to the Homer City generatmg station under long-
under review. term contracts. These loans bear interest at a rate which is 1%% per

income tax expense for the years 1981 through 1983 was annum above the pnme interest rate.
different from the amount computed by applytng the statutory rate
to book income subject to tax as follows: 13. Supplementary Income Statement Information

In Mdhons 1983 1982 1981 Maintenance and other taxes charged to operatmg expenses
Operaung i:.come b-fore mcome taxec $359 5308 5258 consisted of the following:
Other income, net 13 16 16 - 1983 1982 1981Unganon sett!* ment (Note 1) (1) In Mdhons

lotal 371 324 274 Mamtenance $192 5175 513S
Interest expense (165) (185) (209)

Other taxes:
Book mcome subiect to income tax $206 5139 5 65

State and local gross receipts 5135 5134 5114
Income tax at statutory rate 5 95 5 64 5 30 Gross revenue and franchise 38 35 30
Effeet of ddference between tax and book State surtax 16 15 13'

deprectabon for which deferred taxes were Real estate and personal property 14 15 13
not prov+d(Note 2) 9 7 2

Other 19 20 19
Amortzation of TMI 2 (Note 2) 13 11

Amorhzauon of I.T.C. (Note 2) (8) (S) (3) Total $222 5219 $189

Other adjustments 1 (S)

Income tax expense $109 5 78 5 24 14. Pension Plans

Effective income tax rate 53 % 56 % 37 %
The subsidianes have several pension plans apphcable to all

,

| Income tax expense is compnsed of the followino: employees, the accrued costs of which are being funded. Prior serv-

In Mdhons 1983 1982 1981 ice costs applicable to all plans are being amortized and funded1

"
5 5 5 (2

me[x T alpensio r the yeom 1983,1982 and 1981 amounted tom
,

approximately $33.1 milhon, $30.6 m.! hon and $25.9 million.
Income taxes on other income net 8 7 7

"*
Inccme taxes attnbutable to the allowance for Based on the latest available actuarial reports, the subsidianea,

borrowed funds (Note 4) (1) (2) (6)
plans had accumulated benefits and net assets as fellows:

Provtsions for taxes currently
payable 10 33 4 In Mdhons January 1,1983 January 1,1982

Actuarial present value of
Deferred income taxes: accumulated benetts:

Lterahzed depreciation (Note 2) 3S 33 44
Vested $304.3 5278.6

Deferral of energy costs (Note 2) 51 (52) (39) Nonvested 45.2 40.1
Forked River abandonment loss

(Note 3) (11) 20 42 5349.S 5318.7

N.I. Revenue taxes (6) (8) (7) Net Assets avadable for ber.ehts $404.1 531S.2
Reserve capacity credit (Note 2) (11) (15) (12)

The assumed rate of return used in determining the actuarial pres-Nuclear fuel disposal fee 30
ent value of accumulated plan benefits was 8 parcent for both 1983Deferral of O&M expense-Oyste. Creek

(Note 1) 9 and 1982.
Other 18 (9) (4)

Deferred income taxes. net 115 (31) 24

Current I.T.C. (a) (8) 81 (1)
Amortizahon of I.T.C. (8) (S) (3)

Income tax expense $109(d) 5 78(c) $ 24/b)
-

(a) Unused I.T C. avadable for carrytorward to future years as of December
31,1983 aggregate 5% rrulhon (which includes 513 mdhon of credits
related to the Corporat on's Employee Stock Ownenhip Plan), of which $2

_- _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ . _ _ _ _ _ __



IS. Jointly Owned Generating Stations 17. Impact of Statement of Financial Accounting
Standards (FAS)71

The subsidiaries pedicipated with non-affiliated utihties in the
36 followmg lointly owned generating stations at December 31,1983: As a result of enteria set forth in FAS 71. which is a hnancial

accountmg standard issued by the Financial Accountmg StandardsBalance (In Mdbons;
B ard in December 1982, the subsidiaries wt1 be required to1

In Accumulated
Station % Ownership Service Depreciation modify present financial reponing practices and to make certain

Homer City SO 5320.6 $64.7 additional disclosures begmrung in 1984.

Keystone 16.67 41.6 13.2 FAS 71 requires that known habihties of a regulated entity be
Conemaugh 16.4S 49.S 13.6 reflected on the balance sheet and allows the recordmg on the bal-
Yards Creek SO 17.1 2.8 ance sheet of a deferred asset under certain circumstances. Such

* '

habihty can be ehminated by a regulatory commission only if such
Each participant in a jointly owned generating unit finances its commission imposed the liabihty. Probable, although not certain,

own portion and charges the appropnate operating expenses with future recovery through the ratemaking process or other fur.dmg
its share of direct expenses. The dollar amounts shown above repre- sources would permit estabbshment of such deferred asset. Accord.
sent only those portions of the units owned by the subsidianes. ingly, the subsidianes would reflect in the 1984 fmancial statements

a deferred asset and corresponding habihty for the following:

16. Unamortized Property Losses (1) The remaining costs of cleanup of the TMI-2 plant. See the
first and second paragraphs under "TMI-2 Cleanup" in Note 1 to

The subsidianes are amortizmg costs associated with certam prop- Financial Statements.
erties for ratemaking purposes over vanous periods ranging from S (2) The effects of certain leases which would be considered to
to 20 years. The total amount of the unamortized balance of such be capitalleases pursuant to the enteria of FAS 13, an accounting
properties at December 31,1983 was about $327 million of which standard on leases. Such leases which fall under the criteria of
$303 million was related to the abandoned Forked River project FAS 71 are considered to be immatenal at December 31,1983.
(see Note 3). (3) The effects of nuclear plant decommissioning costs which

The related Federal income tax mductions are being amortized
are currently accruable and not yet funded by the regulatory pro-

over similar periods. The above process does not provide a return cess. At December 31,1983, such costs are considered to be
on inveetment during the recovery period.

immaterial.
Also in accordance with FAS 71, regulated companies will be

required to disclose the cumulative net amount of income tax timing
differences for which deferred income taxes have not been pro-
vided. At December 31.1983, such timing differences amounted to
about $388 million. For additional infonnation regarding account-
ing policy for income taxes, see Note 2.

,

_ , _ . , , . , _
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System Statistics 37

General Public Utilities Corporation and Subsidiary Companies

1983 1982 1981 1980 1979

Generating Capacities and Peaks (MW):
Installed capacity (at year endXa) 8,251 8.251 8.251 8.254 8,262
Annual hourly peak load 8,140(h) 6,442(c) 6,21S(c) 6,161(b) 6,173(c)
Reserve (% Xa) 34.4 28.1 32.8 34.0 33.8
Net System Requirements

(in thousands of MWH):
Net generation 20,635 20.841 22.266 22,659 26.891
Power purchased and interchanged, net 14,333 13,336 12,659 12,346 7,982

Total Net System Requirements 34,968 34,177 34,925 35,005 34,873

load Factor (%) 45.0 60.5 64.1 64.9 64.5

Production Data:
Cost of fuel (m mills per KWH of generation):

Coal 14.90 16.35 16.11 13.76 12.95
Oil 52.31 58.16 62.29 62.49 39.01
Nuclear 5.85 4.08 3.83 3.80 3.18
Other 55.55 64.06 56.82 42.29 3S.77

Average 19.94 19.80 19.06 17.17 12.48
Generation by fuel type (%):

Coal 87 81 78 81 67
Oil 3 2 3 5 6
Nuclear 9 11 8 25
Other(gss & hydro) 10 8 8 6 2

| Total 100 100 100 100 100

| Electric Energy Sales (in thousands of MWH):
i Residential 10,901 10,604 10,707 10,810 10,764
| Commercial 3,322 8,173 7,949 7,687 7,359

| Industrial 10,608 10,752 11,535 11,520 11,974
Other 1,SSS 1,824 1,821 1,821 1,908

Total 31,500 31,353 32,012 31,838 31,995

Electric Operating Revenues (in thousands):
Residential $ 978,743 $ 919,532 $ 793,056 5 719,166 $ 597,757

Commercial SS7,773 661,910 548,367 470,123 360,859
Industrial 673,101 694,291 609,177 531,369 431,104
Other 106,113 101,712 91,591 87,S35 77,512

Tetal from KWH Sales 2,444,730 2,377,44S 2,042,191 1,808,193 1,467,232

Other Revenues 32,140 24,391 20,097 21.102 20,479
,

Total $2,476,870 $2,401.836 $2,062,288 $1,829,295 $1,487,711

Customsrs-Year End (in thousands):
Residential 1,456 1,434 1,422 1,405 1,386
Commercial ISS 164 163 161 157
Industrial 10 10 10 9 10
Other 3 3 3 3 5

Total 1,635 1,611 1,598 1,S78 1,558

Price per KWH allcustomers (cents) 7.76 7.58 6.38 S.68 4.59

(a) Includes the installed capacity of the Three Mile Island nuclear generatmq station Unit No. I of 800
MW and Unit No. 2 of 906 MW for all periods. The reserve (%), excluding these units for 1983,1982,
1981,1980 and 1979 would be 6.6%,1.6%,5.3%,6.3% and 6.2% respectively.

(b) Summer peak.
(c) Wmter peak.

. . . . . .
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Supplementary Information ConCerning Inflation Effects (Unaudited),

Introduction: The following supplementary information is acquired. The specific pnce Scexes employed are indhidual
supphed in ac ordance with the requirements of FAS No. 33, company equipment cost indexes or the Handy. Whitman Indexes of
"Fmancial Reportmg and Changmg Prices." FAS No. 33 requires Public Utihty Construc' ion Costs.
companies to explain the effects of inflation upon their operations by Monetary and Non-Menetary Items: A key concept in
applying two methods to adiust conventional histoncal cost fmancial understanding the data adiu*d for inflation is the distinction
statements for the effects of changing pnces. These method.s are: (1) between monetarf and non. monetary assets and habihties.
the " constant dellar" method, and (2) the " current cost" method. Monetary items are those assets or liabihties which are or will be

Both methods employ a number of judgements and experimental converted into, or paid by, a fixed number of dollars regardless of
estimating procedures presenbed by FAS No. 33 in an attempt to inflationary char.ges. Holdmg assets. such as receivabies,
approximate the effects of inflation. Consequently, the Corporation prepayments, and inventories, during penods of inflation results in a
cautions readens to view these data as estimates, rather than as any loss of purchasing power because the amount of dollars received in
precise measurement. the future will purchase less. Holdmg cash as an c. met also results in

Constant Dollar Basis: Constant dollar amounts represent dollars of a loss, similar to what happens to savings accounts, as these dollars

equal purchasing power, as measured by the Consumer Price Index will buy less in the future due to inflation. ConversPy, holdmg
for All Urban Consumers (CPI.U). By this method, histoncal monetary habihties dunrg periods of inflation re< is in a
investments in physical plant items are restated, using the CPI.U, to purchastng power gain b3cause payment in the - se will be made
amounts in present day dollars havmg the same purchasing power with dollars of diminished purchasing powec t .r to what occurs

as the histoncal dollars had when originally invested. with a home mortgage.

Current Cost Basis: Current cost amounts also restate historical Non. monetary assets and habihties, such as propecty, plant, and

physical plant investments to present day dollars. However, specific equipment, do not gain or lose purchasing power solely as a result

price mdexes applicable to the various types of plant equipment are of general price level changes, but rather are affected by changes

applied rather than the general inflation CPI U index. Specific pnce in specific pnces for the related physical property. For this reason,
indexes more closely reflect the changes in purchasmg power of the Corporation considers the current cost method to be preferable

surviving plant investments from the dates these were origmally to the constant dollar method which apphes the CPI.U to all physical

Consolidated Statement of Income Adjusted for Changing Prices In nou.unds
..

In Average 1983 Dollars

Conventiotal Constant Curren!
For the Year Ended December 31,1983 HistoricalCost DcIlar Cost

'

Income Statement
,

52.400.304Operating Revenues * 52.4f'O.SO4 52.480.304

Energy Costs 1,052.649 1,052,649 1.0S2,649

Depreciation 219,593 433,095 452,893*

Other Operating Expenses 849,368 849.368 849,368

Income Taxes 103.622 103.622 103.622 {
Total Operatmg Expenses 2.225.232 2.438.734 2.458.534

Operating Income * 255,072 41,S70 21,770

Other Income and Deductions 13.670 13,670 13.S70
Intarest Charges. Net 160,782 160,782 100,782

Preferred Dmdends 41.053 41.051 41,053

Income (Lass) Defore Extraordmary ltems 66.907 (146,595) (166,395)

Extraordmary Items (16.018) (16.018) (16 018) -

Incoma (Loss) Available for Common (excludmg current year adjustment to
recoverable cost)* 5 S0.889 5 (162.6131 5 (182.413)

Eaminos (bss) per Common Share 5 .83 5 (2.60 5 (2.%)

Efrect of Changing Prices on Assets and Liabilities
Current Cost increase in Net Plant Held Dunng 1983 5 252,597

les: Increase m Cunent Cast Net Hant Attnbuted to General Inflation dunng 1983 298f20

Current Cost increase, Net of GeneralInflation (46.0231 >

Current Year Adiustment to Recoverable Cost 5 66,SS7 132,122

Reductions Due to Depreciation Differences
-Expensed G13,%2) (233,302)

-Capitalized 'l.533) (1,265)

Total 1983 Reduction to Recoverable Cost (149.468) (148,468)
Gam from Dechne in Purchasmg Pcwer of Net Amounts Owed 78,212 78,212

Net E:osion of Common Stockholders' Equity 5 (70,256) 5 (70,256)

* Revenua . Seratmq income, and income (loss) available for common have been advenely affsteo by regulatory d.sallowances of operstmq expenses and
return requirements associated with TMI.1 and TMI.2 (see Note 1).

__ ._. _ _ - _ - _ _ _ _ - _ _ - _ . _-



troparty investments without regard to specific property and frem those amounts as reported in the Corporation's pnmary
j equipment pnce changes. fmancial statements.
| . Mant, Property, and Equipment: These invectments are consid. Energy costs, includmg fuel, pcwer purchased and interchanged.
| ered to be non-monetary items. Estimated utthty plant was deter. and changes in deferred energy cost balances, have not been 39

| mined under both the constant dollar and current cost methods by restated from their histoncal costs. Regulation hmits the Corpora-
af plying the indexes specihed above to the histencal cost of utthty tion's recovenes of these items to actual historical cost through

! plant by vintagas and to related accumulated depreciation. Neither energy cost adjustment clauses in basic rate schedules. Conse.
of these restatements of the purchasmg power invested in surviving quently, energy and fuel costs, and related fuel inventones, are
utthty plant should be viewed as representing replacement cost or effectively monetary items.
ctrrent value of existmg plant productive capacity. The actual Income taxes included in the inflation adiusted statements remain
replacement of present facihties will occur over many years as future unchanged from those amounts presented in the pnmary fmancial
facihties, different in kmd from present facthties, are ccnstructed statements, since present tax laws do not a!!ow deductions for,

and placed into service. depreciation adjusted for inflationary effects.
Gain from Decline in Purchasing Power of Net Monetary Items Inflation Effects and Rate Regulation: Present regulatory
Owed: Since the Corporation owed net monetary habihties (pn. ratemaking hmits the Corporation's recovery of plant investments
manly long-term debt) dunng a penod in which the purchesmg and other expenses to historical cost amounts in charges for service
; ower cf the dollar dechned, the inflation adjusted statements show to customers. Therefore, the excess of constant dollar or current cost
the Corporation expenencing a net gam in purchasmg power. This utaty plant over historical cost is not recoverable in rates. Significant
gam is stnctly an economic concept and unfortunately is not real- non-recoverable amounts are included in the constant dollar and

| iW in cash As a result, this gain amount does not represent funds current cost depreciation figures for 1983. A further amount related
i avoilable for actual use or for distnbution to shareholders. to inflatica dunng 1983 is shown as a Current Year Adiustment to

Depweistion Expense: The current year's provision for deprecia- Recoverable Cost plant. The Total 1983 Reduction to Recoverable
tion for erb inflation cost method was determined by applying the Cost is indicative cf the additional cash flow from depreciation
same methods and rates as used m the histoncal fmancial statements required to preserve the purchasmg power of invested capital.
to the re.abd property, plant, and equipment investments. While this effect is partially offset by the gain from holding long-

| Other Items: In accordance with FAS No. 33, revenues and all term debt, the Corporation has a net purchasing power loss that

( eypenses other than depreciation are considered to reflect the aver. erodes common shareholder interests and which can be overcome
i age pnce level for the year and accordmgly remain unchangel only as a result of appropriate recognition in the rate regulaton
I process.
|
|

|
Five Year Cornparison of Selected Financial Data * In Thousands Except Per Shme Data

Year Ended December 31, 1983 1982 1981 1980 1979

Oreratmg revenues
Asreponed $ 2,480,304 $ 2.405.527 $ 2,065,487 $ 1.831,741 $ 1,490,154
In IS?3 sverage purchasing powar 2.480,304 2,482.910 2,262,633 2.214.714 2,045,363

Ircon e (Less) tefore extraordmary items
As repor'ed 5 66,907 5 33.734 $ 20.544 $ 20,591 5 95.783
In constant dollars (146,595) (175,110) (160.318) (145,884) (16,328)
In current cost dollars" (166,395) (196,807) (182,669) (17S.198) (59.213)

Earnings (loss) per share before extraordmary items
As reported $ 1.09 5 0.SS $ 0.33 $ 0.34 $ 1.56
la constant dollars (2.38) (2.86) (2.62) (2.38) (0.27)
In current cost dollars" (2.70) (3.21) (2.98) (2.86) (0.97)

Cth dmdends per common share
As reported $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 1.20
In 1983 average purchasmg power 0.00 0.00 0.00 0.00 1.67

Market once per common share at year end
As vported S 7.750 $ 6.750 $ 6.750 $ S.000 $ 8.625

[
la 1983 average purchasing power 7.620 6.889 7.1 SS S.774 11.195

i Net plant assets (m 1983 year end dollars)"*
In hwtoncal cest dollars $ 4,006,480 $ 3.958.438 $ 3,871.243 $ 3.729,452 $ 4,084,619
In conetant dollars 7.846.4S2 8.036,429 8,148.121 8.173,937 9.018.028
In current co.t do!brs" 8,031,084 8,325,797 8,437.248 8.520.640 9.504,6S2

Net asseu at recoverable cost'

In historul cm dollars $ 1,912.692 51,861,553 $ 1.823.244 $ 1.807,323 $ 1,785.556
In coraant dc!!ars 1,880,618 1,899.758 1,932.732 2,087.139 2,318,306
In currer t coa do&rs" 1,880,618 1,899,7S8 1.932,732 2.087,139 2,318.306

Current cost mcreases. net of generalinflation, after current year
adjustment to recoverable cost" $ 86,099 $ 77,811 $ (159,784) $ (364.237) $ (499,934)

} - Gam from decime m pmhasmq power of net amounts owed 5 78,212 5 81,497 5 166.605 $ 308,667 $ 386,519

P Selectec balance she . ata at y ar-end (histoncal costs)
! Total Ar ta S S.333.870 $ 5.196.759 $ 5.063.298 $ 5,076,48S $ 5,004,640

long term deb' l.894 965 1,998.700 2.109,336 2.105.439 2,148,972
Cumulative preferred stock-mandatory redemption 67,194 72.274 77,33S 82,376 87,396

Average common shares outstanding 61,526 61,264 61,264 61,264 61,218
Average consumer pnce index 298.4 289.1 272.4 246.8 217.4
December consumer pnce index 303.S 292.4 281.5 258.4 229.9

* All constant dollar and current cost amounts expressed in 1983 average dollars. excapt as noted.
* * Pnor yean' current cost amounts adjusted to 1983 by ar plying the CPI-U indexes, as required.

"* Includes $3.598 for Other Pnysical Property and excludes $30,023 for the TMI-2 damaged core. The latter is treated as a monetary item for FAS No. 33
disdeure purposes
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1984 Annual Meeting
The Annual Meetmg of Stockholders of General
Pubhc Utihties Corporation will be held at 10 a.m. General Public Utilities Corporation
EDT, May 9,1984 at the Rajah Theater,136 North 100 Interpace Parkway
Sixth Street, Reading, Pennsylvania. Parsippany, NJ 07054-1149

(201)263-6500
N'.w Tr nsfer Agent

GPU Service Corporation
Effective December 1,1983 Manufacturers GPU Nuclear Corporation

Hcnover Trust Company became Transfer Agent,
Registrar, Dividend Disbursing Agent and Dividend (Same address and telephone number as

Reinvestment Agent for General Pubhc Utihties GPU Corporation)

i Corporation. All correspondence with the Transfer
Agent should be mailed to: Jersey Central Power & Light Company

Madison Avenue at Punch Bowl RoadManufacturers Hanover Trust Company Mornstown, NI O7960
P.O. Box 24935

(201)455-8200Church Street Station
New York, NY 10249

Metropolitan Edison Company
Transfers can also be hand-delivered to: 2800 Pottsville Pike

) Manufacturers Hanover Trust Company Readtng PA 19640 0001
Secunties Wmdow, Street Level (21S)929-3601
130 John Street
New York, NY Pennsylvania Electric Company

1001 Broad Street
Too Miny Reports? I:,hnstown, PA 15907

(814)533-8111Ycu may be receiving multiple copies of the GPU
Annucl Report because of multiple accounts within
your household. To stop the extra copies, please wnte For Further Information
to Manufacturers Hanover Trust Company, P.O. Box Copies of GPU's System Statistics and the Corporation's 198310-K Annual
24935, Church Street Station, New York, NY 10249 Report to the Secunties and Exchange Commission will be available after March
and enclose the maihng labels from the extra copies. 31,1984. Wnte to Mr. William B. Murray, Secretary, General Public Utihties

Corporation,100 Interpace Parkway, Parsippany, NJ 07054-1149.

GPU Stockholder Class Action Suit Settlement

pI[$N1h'[MMyMi% k h hbd& ~...PKT~"""~'"~"
GPU stockholders who purchased shares -- . - v-

dbetween February 8,1974 and April 1,1979,

$NN#WMMN b#N5MWW%%%]
and who did not sell such shares prior to March

E. .y., ., 1
.

.
.

. . 4 . ,28,1979, were entitled to participate in the class s

action settlement. Claim forms were mailed to #AOrvdM;W74:G W W W, W W M N. %
chgible stockholders in June 1983. The deadline O" ~ ' ~ ' 8% ' 4- .

by@ c g g) W ;p @Lg &f%,=/ M8
' - .s

for filmg the claim form with Heffler & Co., the
k,

. g Og -Jaccountants retained by the Settlement
ommittee to process claims, was August 12, h3g84 yp7ggy

ansa.jp'N "-"~JF*N*4 gegid.ca umagwudHeffler & Co. has ad rised GPU that it is not
sending out any automatic acknowledgement of {JP ~~P " W" P

receipt of claim forms. Heffler & Co. has also + 0:~ - n _.n ,_ .: ..s- - . -- -w an manw
advised GPU that it estimates it will be late 1984 10 20 30 40 1Q 20 30 40
before shareholder distribution of settlement
proceeds can be made. General Public Utihhes Corporation is listed as GPU on the New York Stock

Exchange. At December 31,1983 there were 112.058 registered holders of GPU
Common Stock. With respect to restriction on the payment of common stock
dividends by GPU, see Note 10 to the Financial Statements.
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General Public Utilities Corporation
100 Interpace Parkway
Parsippany, NJ 07054-1149
(201)263-6500
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GPU Nuclear Corporation

. Nuclear ::=;';;;388
Forked River, New Jersey 08731-0388
609 971-4000
Writer's Direct Dial Number:

April 11, 1984

Director
Office of Nuclear Reactor Regulation
U.S. Nuclear Regulatory Commission
Washington, DC 20555

Attention: Document Control Desk

Dear Sir:

Subject: Oyster Creek Nuclear Generating Station
Docket No. 50-219
Annual Financial Report

Enclosed with this letter are ten (10) copies of the General Public
Utilities Corporation 1983 Annual Report as required by 10 CFR Part 50,
Appendix C, Section III and 10 CFR 50.71(b).

Very truly yours,

aLUmeA
Peter B. Fiedler
Vice President and Director
Oyster Creek

PBF:MAM: dam
Enclosures

cc: NRC Resident Inspector
Oyster Creek Nuclear Generating Station
Forked River, NJ 08731

l

GPU Nuclear Corporation is a subsidiary of the General Public Utilities Corporation
'
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