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ECONOMIC ACTIVITY ON THE UPSWING

WNorthwest Ohio has been experiencing Toledo's largest employer, American Motors-Jeep
renewed huyriness investment. Construction activity (below right), reinvested substantially in production
(beloy left) in downtown Toledo will lead o new office facilities and recently returned to fuli employment for
space and hntel and conver tion facilit'es. It will also the first time in four years

bring added tax revenue and jobs. Portside Market-
place (top), along the Mau:nee River, is scheduled to
cpen in May 1984. Its many restaurants and shops
wil) Lieiy oripg in commercial business and diversify
the econowuny. Toledo Edison’s 12-year-old headquar-
ters ir ccnjered in this redevelopment area




Financial Analysis
Results of Operations
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Construction expenditures totaled $294 million for
1083 Most of this was due to the continuing construc-
tion on three CAPCO nuclear generating units: Perry
No. 1, Perry No. 2, and Beaver Valley No. 2. (See Note 2
for additional discussion regarding Perry No. 2.)
These u’ .its are currently planned to be in commercial
service between 1985 and 1988. However, an on-going
review of the construction schedule of Perry No. 2
continues by the members of the CAPCO group. Our
ownership share in each of these units is just under
20 percent (see Note 5).

Public and private security markete continue to
be a maior source of our financing. Long-term exter-
nal financings provided $231 million in 1983. Of
this, we used about $161 million to fund the con-
struction program, $43 million to pay off the short-
term debt that existed at the start of 1983, about $14
million to invest in short-term investiments at year
end and the balance to pay off maturing long-term
obligations.

Funding of our construction program in the
future is dependent on: obtaining external financing
at reasonable terms and the amount of cash provided
from internal operations. Our ability to obtain exter-
nal financing and the cost of such funds depends
upon financial market conditions. sarnings suffi-
cient to maintain debt and preferred stock coverage
ratios, and changes in our construction program
and credit ratings, among other factors. Rating
agencies lowered our security ratings in 1983, mak-
ing the cost of raising new capital more expensive.
Recent adverse developments in the nuclear power

industry will prbbably increase our external financ-
ing costs and may result in increased levels of short-
term debt. A reversal of our 1981 extraordinary gain
(see Note 1) should not affect our ability to 1ssue
first mortgage bonds. However, this charge could
reduce the amount of preferred stock issuable dur-
ing the subsequent twelve month period

The amount of cash that is provided from inter-
nal operations depends primarily upon the level of
electricity sales, the timing and amount of rate
increases and our ability to reduce or contain cash
expenses. Although our net income has increased iL.
1983, a substantial portion of that increase 18
attributable to AFUDC. a non-cash income credit. We
expect this condition to continue until the generat-
ing units under construction are completed and
included in our rate base.

Our 1984 construction expenditures are
estimated to be $328 million. Most of this will be
invested in the three CAPCO units discussed above
Net proceeds from long-term debt, preferred and
common stock issues are expected to provide about
$211 million in external financing for the construe-
tion program. In addition, we will need $21 million
for long-term debt maturities and preferred stock
sinking fund requirements in 1984.

In 1984, nuclear fuel acquisition and related
costs will require an estimated $31 million. This esti-
mate excludes financing costs. Nuclear fuel financ-
ing arrangements are in place covering these
expenditures (see Note 8).

AUDITORS’ REPORT

To The Shareowners and Board of Directors of The Toledo Edison Company

We have examined the balance sheets and state-
ments of capitalization of The Toledo Edison Company
(an Ohio corporation) as of December 31, 1983 and
1982, and the related statements of results of opera-
tions, earnings reinvested and source of funds
invested in plant and facilities for each of the three
years in the period ended December 31, 1983. Our
erxaminations were made in accordance with generally
accepted auditing standards and, accordingly.
included such tests of the accounting records and
such other auditing procedures as we considered nec-
essary in the circumstances.

As discussed further in Note 1, the PUCO has
ordered that the extraordinary gain on an exchange
of common stock for bonds recognized in 1981 be
reversed and amortized over twenty years. The Com-
pany has appealed this decision and cannot predict
the outcome of this matter.

In our opinion, subject to the effect on the finan-
cial statements of such adjustments, if any, as might
have been required had the outcome of the uncer-
tainty discussed in the preceding paragraph been
known, the financial statements referred to above pre-
sent fairly the financial position of The Toledo Edison
Company as of December 31, 1983 and 1982, and the
results of its operations and the source of funds
invested in plant and facilities for each of the three
years in the period ended December 31, 1983, all in
conformity with generally accepted accounting prin-
ciples applied on a consistent basis.

Arthur Andersen & Co.
Toledo, Ohio,
January 30, 1984.
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Results of Operations

REVENUES AND OTHER INCOME

EXPENSES
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Balance Sheet

. Deccmber 31,
(thousands of dollars) 1983 1982
ASSE
Property, Plant and Equipment "
Plant in service . 1 358 467 1 306 677
Less accumulated pI’OVlSlOH fm deprecxauon 324826 285453
1 033 641 1 021 224
Construction work in progress 1118 802 878 535
Nuclear fuel in service, at amortized cost 22904 = 18 390
2175 347 1 918 149
Current Assets
Cash and temporary cash investments . 16 005 1 639
Accounts receivable — net 51 225 ; 44550
Fossil fuel, at average cost . 25 145 36 818
Materials and supplies, at average cost . 11 457 10 680
Prepaid taxes . o] 16 495 14 330
Special deposits and other v 15396 9126
1'3") 723 117 143
Ouher Assets
Property taxes — subsequent years . 20 984 20 947
Deferred charges — cancelled generating proJeu.s 38 074 42 902
Quarto coal costs : 11 678 11 618
Miscellaneous 19972 14 064
90 708 89 531
Total Assets 2 401 778 2 124 823
CAPITALIZATION AND LIABILITIES
Capitalization
Common shareowners’ equity 715 584 617 127
Cumulative preferred stock . . 200 000 170 000
Cumulative preferred stock with mandatox‘y redemptxon provxsnons 94 002 95 027
Long-term debt . R TRy o (5 T . ; 984 976 875 859
1 994 562 1758 013
Nuclear Fuel Obligations
Nuciear fuel trust . 41 513 34 780
Nuclear fuel lease . 14715 10 309
56 228 45 089
Current Liabilities
Short-term notes payable : - 43 000
Long-term obligations due within one year ‘ 29 508 13 184
Accounts payable . i 44 152 31 354
Accrued taxes . 48 665 46 231
Accrued interest . 23 489 20 556
Dividends declared . . - 26 505 22 798
Accrued expens. - and other . 8 903 7 979
181 222 185 102
Accumulated Provisions and Other
Deferred federal income taxes
Accelerated depreciation and amortization . 77 426 66 488
Cancelled generating projects 14 905 16 714
Property taxes and other . 21 570 14 755
Investment tax credits . . . . 40 164 30 963
Deferred credits and other . 15 701 7 699
169 766 136 619
Total Capitalization and Liabilities 2 401 778 2 124 823

The notes on pages 13 through 18 are an integral part of this statement.
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Capitalization

‘ommon Shareowners’ Equity

Long-Term Debt

First Mortg

96 800 103 400
10.08 due 1987 - 1989 50 000 50 000
due 1985 2009 37 400 1 50N

) aue 1990 - 2 { 31 500 500

984 976 875 B59

Total Capitalization 1 994 562 1 758 013




Earnings Reinvested

For the years ended December 31,

(thousands of dollars) 1983 1982 1981
Balance, at the beginning of year = . . oo ] 160 471 142 220 122 743
Add - Net Income ! Tl g : 128 344 105 534 83 137
Extraordinary gain . . , : : — 10 8G 7
Deduct - Preferred stock dividends declared Sy : 30 803 26 766 24 222
Common stock dividends declared Y et = 70 537 60 517 50 245
Earnings Reinvested During The Year . . 27 004 18 251 19 477
Balance, at the end of year L sl v 2 il ey 187 475 160 471 142 220

Source of Funds Invested in Plant and Facilities

For the years ended December 31,

(thousands of dollars) 1983 1982 1981
Provided From Internal Sources
Net Income . . . LR I, o . 3 128 344 105 534 83 137
Principal non-cash nems
Depreciation and amortization . . . . . . . = TN 51 138 43 838 43 427
Deferred tederal income taxes . . be s . 18 523 13 380 13 295
Investment tax credits — net . | LY 9 201 13 393 9 466
Total allowance for funds used durmg constructlon o (96 028) (71 211) (47 989)
Other —net . . . 1 818 1 834 1 400
Funds provided from operations . . . . . . . . . . 112 996 106 768 102 736
VAR08 . L W e e Fmd ol B, 5 o e N (101 340) (87 283) (74 467)
Reinvested funds provided from operations . . . . . . 11 656 19 485 28 269
Net change in current assets and liabilities, and other accounts 26 634 (9 998) 3 609
Total allowance for funds used during construction . . . . 96 028 71 211 47 989
Provided from internal sources . . . . . . . . 134 318 80 698 79 867
Provided From External Financing
Sale of Securities:
COIBNOB BIADE. . & '« .+ i v i e e e b e e 71 453 48 700 51 706
FERIRE TR OO i i e e s s e R e 30 000 20 000 30 000
First mortgage bonds . . Wi 130 000 120 000 70 000
Conversion of short-term debttoatexmbank loan R — — 50 000
Net change in short-term borrowings . . . . . . . . . . . (43 000) 20 500 (66 500)
Net change in temporary cash investments . . . . . . . . (14 178) 2 533 4 482
Redemption of iong-term debt and preferred stock . . . . . (7 625) (40 473) (15 840)
Net change in nuclear fuel obligations . . . . . . . . . . . 13 364 44 838 (2 797)
Provided from external financing . . . . . . . 180 014 216 098 121 051
Total Sources Of Funds . . . . . . . . . . . . . . . 314 332 296 796 200 918
Construction Expenditures . . . B it W ke st ST 294 010 248 515 200 918
Increase in Capitalized Nncleu-l?ue! A e e 20 322 48 281 —
INVESTED IN PLANT AND FACILITIES = . . . . . . . . . 314 332 296 796 200 918

The notes on pages 13 through 18 are an integral part of these statements.
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Notes to Financial Statements

December 31, 1983

(1) Possible Charge Against Earnings

In November 1981, we exchanged 946,293 shares of
common stock for $25.6 million of out standing bonds
owned by an investment banking firm, The stock’s
exchange value was $16.025 per share. This exchange
provided a non-taxable extraordinary gain of $10.8 mil-
lion. This is the difference between the value of the stock
traded and the principal amount of the bonds redeemed
plus their accrued interest.

As part of the June 1982 and August 1983 rate case
decisions, the PUCO prescribed an accounting method
differeny from the one used for this gain. The PUCO
required that this gain be treated as a deferred credit
and amortized over 20 years. We opposed this decision
and have it on appea!l to the Ohio Supreme Court.

An unfavorable decision would result in a reversal of
the extraordinary gain. This would involve an extraordi-
nary charge against current earnings of $9.5 million, or
32 cents per share, based on the number of common
shares outstanding at December 31, 1983.

(2) Petition on Perry No. 2 Construction

In September 1983, the Ohio Office of Consumers’
Counsel (OCC) and several other parties filed a petition
with the PUCO and the Power Siting Board of Ohio (the
board) asking that the PUCO and the board investigate
the need for the 1,205 megawatt Perry No. 2. The peti-
tion also asked the PUCO and the board to order the Ohio
CAPCO companies to stop construction of Perry No. 2
and prevent them from accruing further AFUDC on that
unit. Finally, the petition asked the PUCO and the board
not to approve the issuance of securities to finance
further construction of Perry No. 2. The petition alleges
that the completion of Perry No. 2 will result in an
unreasonable level of excess capacity and that the result-
ing rates charged to customers would be excessive.

If the construction of Perry No. 2 is not completed
and we are not provided a means to recover our invest-
ment in the unit, we could be required to immediately
write off that investment including any cancellation
charges against current earnings. Our investment in
Perry No. 2 approximated $203 million at December 31,
1983. Our net-of-tax write off at December 31, 1983
would be $135 million, which would reduce Earnings
Reinvested from $187 million to $52 million. This reduc-
tion in Earnings Reinvested would have to be replaced
with additional common equity funds. The amount of
cancellation charges and other costs payable if work on
Perry No. 2 were to be stopped is not presently determin-
able, but could be substantial. AFUDC related to Perry
No. 2, which accrues in increasing amounts, was $16
million in 1983. Any termination of the accrual of such
AFUDC before Perry No. 2 is included in rate base would
reduce earnings by the amount of AFUDC that would
other wise have been accrued.

(3) Federal Income Tax Details
Supplementary information regarding federal income
taxes is set forth in the following tables:

(thousands of dollars) (thousands of dollars)
For the years ended December 31 1983 1982 1981 For the years ended December 31, 1983 1982 1981
FEDERAL INCOME TAX EXPENSE FEDERAL INCOME TAX EXPENSE
WAS COMPUTED AS FOLLOWS: DETAILS ARE AS FOLLOWS:
Tax at statuiory rates on Currently payable ............ 2441 1930 7477
i 7 7
; pre-tax mcomt: A U Y 4042 60633 57578 MRS o
g e i Deferred ............. 13127 14334 10119
Alowande for fonds uaed Amortined . ........c..vnveen (1439) (940) (653)
during construction .. (42270) (32521) (22075) Prior year adjustment .. .... 65 (2357) 233
rtraordinary gain from Deferred taxes —
exchange of common - 11179 11 1
stock for bonds ....... .. . % — @97 T S S oy g
Accelerated depreciation Wiieakilin i s e,
Saihods s othar Deferred fuel costs ........ . 3276 1886 2435
depreciation differences 3286 428 2375 Other provisions ........... 5906 (350) 356
Miscellaneous . ............. (2442] @2°3L {1 681) Total federal
Total federal income tax income tax
R vl T S i e 32616 26277 3122¢ SEDEOIE oo s s s v s 32616 26277 31226




(4) Quarto Coal Arrungmm'nts b. Coal Cost Deferral

a. Coal Supply Contracts

(5) CAPCO Power Pooling Arrangements
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(6) Previously Cancelled Generating Projects

In January 1980, the company, along with the other
CAPCO companies, cancelled the construction of four
nuclear generating units. All cancellation costs related
to these units have now been paid

In April 1981, the PUCO approved rate recovery
of these costs over a ten-year period as an operating
expense. Since April 1981, we have been amortizing these
costs to expense over that ten-year period

In June 1982, the PUCO disallowed recovery of these
costs as an operating expense, based upon a 1981 Ohio
Supreme Court decision. This disallowance has been
appealed to the Ohio Supreme Court and the decision 1s
still pending. The PUCO did allow continued ten-year

amortization on our books and allowea a specific addi -
tional risk factor as additional return on common equity
in our rates. This treatment was affirmed by the Ohio
Supreme Court

In our August 1983 rate order, the PUCO again pro-
vided incremental revenues to recover these costs
through the method used to calculate the atlowed rate of
return on common equity. The PUCO reaffirmed the con-
tinued amortization of these costs over a ten-year period
ending in 1991

The amortization of these costs amounted to $4.9
million in 1983, $4 7 million in 1982 and $3.3 million in
1981 and is classified in depreciation and amortization |
on the Results of Operations statements |

(7) Capitalization
a. Capital Stock Transactions
For the years ended

December 31, 1982 1981

1983

CAPITAL STOCK SHARES
SOLD (RETIRED)

Common stock
Public sales

Exchange of common
stock for bonds

Shareowner Dividend
Reinvestment and
Stock Purchase Plan 45474

Total common shares 3445474

2500000 2200000 2053707

946 293

300 201
3300201

574 680
2774680

Cumulative preferred stock
Public sales, $25 par
$4 28 series
$3 .47 series
Cumulative preferred stock
with mandatory redemption
Public sales, $100 par
$14 80 series
Retirement, $100 par
$11.00 series .

- 800000
1200000

300000
{5000) (5000} {5000)
(thousands of dollars)
260713 255508

33783 35 569
1044 (364)

325540 290713

PREMIUM ON CAPITAL STOCK.
Balance, beginning of year
Premium, net of expense -
Common stock
Preferred stock

Balance, end of year . .. ..

326540

52502
1724

379 766

b. Cumulative Preferred Stock

We are authorized to issue 3,000,000 shares of $100
par and 8,000,000 shares of $25 par Cumulative Pre-
ferred Stock under our amended articles of incorpora-
tion. The annual dividend requirement on Cumulative
Preferred Stock outstanding at December 31, 1983 is
$31.2 million for an average dividend rate of 10.61

percent.

¢. Cumulative Preferred Stock With Mandatory
Redemption
The company held 10,335 shares at December 31,
1983. and 4,730 shares at December 31, 1982 of the
$11.00 series as treasury stock

The sinking fund requirements for the various
series of Cumulative Preferred Stock are:

Dividend
Rate Minimum Yearly Shares  Effective Date
$ 1100 5000 1979
938 16650 1985
1325 B 660 1986
1265 8000 1986
1480 12007 1987

The shares of the above series may be purchased at
the sinking fund redemption price of $100 per share plus
accrued and unpaid dividends. Future sinking fund
redemption requirements are: $500,000 in 1984;
$2,165,000 in 1985: $3,831.000 in 1986 and $5.031,000
in 1987 and 1988.

d. Long-Term Debt

The annual interest requirement on long-term debt
outstanding at December 31, 1983 is $109.2 million for
an average interest rate of 11.13 percent. This includes
amortization of debt discount and expense bat excludes
interest on the nuclear fuel obligations.

Sinking func redemption requirements and sched-
uled maturities for long-term debt. excluding nuclear
fuel leases, through 1988 are as follows:

Sinking Fund
Redemption Scheduled
Requirements Maturities
(thousands of dollars)
1964 3600 20700
1985 3600 56700
1986 3450 21700
1987 3450 23367
1988 3300 38 367
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{(9) Short-Term Borrowing A







Financial Review

Revenues and Other

Income

1983 161 27 105 482 1RO 2732 12 118 8 54 16 824 195 1 24 61 506 233
Expenses
1983 125 9 77 632 32 734 31 138 45 210 108 612 (30 443) 110 858 95 375 12 6186
- 4 4 et
) - - { ) 16
Income (t} i i \ Common Stock (d e and
1983 62759 65585 128 344 30 129 98 5 28040 3.50 14.5 246 2250 17.50 18.00 24.12
) ROR Q y
3 1= = ! ) ¢ - ¢ T,
= - 8 4 f = 4 f ( =<
)76 - ) 94 14 6 84 f - = {
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Statistical Review

Electric Sales (millions of kilowatt-hours) Electric Customers (end of year) Residential Usage
Annual Price Annual
KWH Per Revenue

Industrial Per KWH Per
Year Residential Commercial Industrial Wholesale Other Total Hesidential Commercial & Other Total Custonmes Cents Customet

1983 1915 1341 3127 320 428 7131 242959 23694 3864 270517 7900 844 665

1982 1 911 1325 2 873 395 414 6918 241492 23495 3 815 268 802 7 906 804 636
1981 1919 1 204 3 080 449 409 7 151 241 663 23573 3 844 269 080 7 966 7.23 576
1980 1971 1 282 3 165 560 410 7388 240 142 23532 3 818 267 492 8 232 6.40 527
1979 1 934 1 256 3 559 559 401 7709 238 353 23636 3695 265684 8 166 587 479
1973 1 552 _1_08574~ 3 249 7__3_56 34_9 6 5;941_ 218 1705 271 3i997 7 4 71 ]9 ?41! 6_2& 44,7 1877 2.62 188
! : |
Load (megawatts) Energy (millions of kilowatt-hours) Fuel
Net Purchased
Capability Load Reser ve & Net Fuel Cost Efficiency
at Time Peak Factor Factor - _Generated [nterchanged Per KWH BTU Per
Year of Peak Load % v Fossil Nuclear Total Power Total Cents KWH
1983 1777 1 325 66 34 4 683 2 383 7 066 583 7 659 1.67 10 337
1982 1 790 1 355 62 32 5 306 1 569 6 875 510 7 385 1.80 10 220
1981 1 773 1315 66 35 5 349 2142 7 491 157 7 648 1.68 10 274
1980 1 760 1 310 68 34 5 529 1 031 6 560 1 352 7 912 1.65 10 246
i979 1 825 1 395 67 31 5 349 1 535 6 884 1 348 8 232 1.33 10 262
1973 1 358 1 246 64 o 5 376 - 5 3'{6 it 1 6'704 7 (&i 7 52 9 880
Investment (thousands of dollars)
Accum ulated Construction Annual
Plant In Provisions For Net Work In Nuclear Fuel Totai Construction Total
‘four Service Depreciation Plant Progress In Service Plant Expendit ures Assets
1983 1 358 467 324 826 1 033 641 1 118 802 22 904 2175 347 294 010 2401778
1982 1 306 677 285 453 1 021 224 878 535 18 390 1 918 149 248 515 2 124 823
1981 1261 174 252 310 1 008 864 656 999 10 951 1 676 814 200 018 1 869 967
1980 1 208 001 220 629 987 372 518 746 17 844 1 523 762 234 827 1 701 655
1979 979 BOY 201 895 777 914 519 464 11 786 1 309 164 239 010 1 467 512
1973 407 195 108 467 208 728 192 133 490 861 119 524 540 896
Capitalization (thousands of dollars)
Cumulative
Preferred
Common Cumulative with Long
Shareowners Preferred Mandatory Term
Year Ecputy % Stock % Redemption * Detst L Total
1983 715 584 36 200 000 10 94 002 5 984 976 49 1 994 562
1982 17 187 as 170 000 10 956 027 5 875 859 50 1 758 013
1981 550 176 35 150 000 10 895 500 6 762 584 49 1 558 260
1980 478 993 34 150 000 11 66 500 5 708 2056 50 1 403 788
1979 432 554 35 150 000 12 34 000 3 611 137 50 1 227 691
1973 145 665 31 71 000 15 - - 259 164 54 475 829




Board of Directors

adisux

S Kobacker

Officers

Director Changes

Chester Devenow, chairman hief executive offi
Ulobe ( Hpo } g elected W the board

in August, 1983 Sheller-Globe, a Toledo

based company 8 a major manufacturer of parts and
assemblies for cars, trucks and off-highway e pment

Mr. Devenow i# a graduate of New York University

He replaces Marvin 8 Kobaocker, who was elected
director emeritus after 14 years of distinguished board

rvice

Paul M Smart, senio
pment. was elected W the hoare

1954

A former senior partner with Fuller &
gpecialization in Toledo Edison regulatory matters. My
Smart continues as Lthe company's general
added regponsiilities for marketing, rats

pment and research and development

He replaced ard nber Stanley W Gustafson
who died shortly before vs end We will miss Mr Gus

tafson's talent, energy and keen advics







