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We applied our energy expertise to create a new, wholly owned subsidiary called
Dynamic Energy Ventures, Inc. (Dvneco), which will sell. install and service such
sophisticated options as uninterruptible power supplies, energy management svstems
and metering services. The opportunities presented and the relatively small investment
required by Dyneco make this a low-risk venture

We saw, 100, the need for us to remain competitive relative to other energy supp.iers
Late in 1983 we asked The Public Utilities Commission of Ohio (PUCO) for a tariff
maodification 1o allow us pricing flexibility and the opportunity to provide non-standard
service equipment to customers. This modification would eliminate the need to seek
PUCO approval for pricing flexibility on a case-by-case basis, thus enabling us to
compete with other energy suppiiers

B

After more than a century, the prime objective of this Company remains unchanged: to
provide reliable electric service at the lowest cost possible. Electricity is essential to
rebounding industries and businesses

In 1983 we made $491 million in capital expenditures to construct new facilities and to
upgrade existing generation, transmission and distribution systems. We expect these
efforts to improve service reliability and to lower generating costs, thus producing
substantial savings to pass along to customers. We also saw long-range strategies
cunceived in years past result in environmental benefits and impr wed equipment
performance at our power plants

Electricity Production

Al our coal-fired plants some $13 million was expended in 19583 to upgrade equipment
and improve the operating efficiency of generating units. We expect this investment to
pay for itself in the years ahead by increasing the kilowatthour output of existing units
while reducing the amount of fuel required

More savings were achieved as we continued our computerized program of
performance evaluation, testing and preventive maintenance on power plant
equipment. A major innovation was our establishment of a power plant support center
which now performs repair work on power plant components. a job formerly handled
by outside contractors We expect to maintain strict quality controls and achieve
substantial cost savings.

We spent some $28 million in 1983 on environmental projects at our coal-fired plants,
primarily for waste water treatment and the reduction of fly ash emissions.
Environmental protection is a continuing objective on which we have spent nearly half
a billion dollars in the past decade.

We were highly pleased by the 73 percent availability rate in 1983 of the Davis-Besse
Nuclear Power Station which we co-own with its operator. The Toledo Edison Company.
During the 11 months preceding the refueling outage in July 1983, Davis-Besse saved
our customers $42 million through the lower cost of nuclear fuel.

Transmission and Distribution

To send high-voltage power throughout our service area we matntain a network of
almost 2,300 circuit miles of transmission lines. The high level of network reliability,
coupled with our strategic Midwestern location, allows us to increase our revenues by
selling power. when available, to utilities in the East and by transmitting power sold by
other utilities.
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In November a special Construction Appraisal Team from the Nuclear Regulatory
Commission (NRC) issued its report following a four-week. 2,000 manhour inspection
of Perry. The report found our project organization 1o be aggressive in finding and
resolving construction problems and our QA program to be “adequate” The termn
adequate. in the world of nuclear regulation. is the highest possible accolade
Considering the very righd regulatory climate in which we are working, this
construction appraisal report s extremely positive, and we believe it demonstrates the
NRC's confidence in our ability to build a safe and reliable plant

In December a report was receivesd from the Atomic Safety and Licensing Board which
conducted an extensive hearing on Perry's construction earher in 1983 That 57-page
report officially gave passing marks 1o our QA program and moved the two Perry Units
a step closer 1o operating licenses. The repart said that our QA program “has
prevented, and will continue to prevent. unsate conditions at the plant” Elsewhe re, the
report said: “Applicant’s program is comprehensive and provides appropriate
assurance that significant construction deficiencies have been and will be identified and
corrected”

We expect, of course, that rostine construction problems at Perry will still command
undue attention in the news media. We also expect a high level of publicity when
pubiic hearings on our emergency planning are conducted. as required by NRC
regulations. later in 1984, But we are confident of our ability to resnlve construction
problems as they arise and successtully come through the regulatory process,

(See story at left )

in the Future

A great deal of capital is required for the new generatiog units, transmission and
distribution facilities and snvironmental safeguards needed to ensure the energy
security of og, service area. Fortunately, sound financial management is one of the
strengths of this Company Bo ause of it, we were able last vear o raise capital on
advantageous terms and, at the same time, provide a favorable return 1o our investors. We
also maintained a balanced capital structure and improved our interest coverage ratio.

Return to Investors

Earnings per share for the year 1983 were at a record high of 83 25 an increase of nine
percent over 1982, Return on average common equity was 161 percent.

Several factors contributed to our earnings improvement One was a rate increase
applied for early in 1952 and recewved in January 1953 that resulted in an $89 4
million, or 7.4 percent, increase in retail electric rates. (See Note M of “"Notes to
Consolidated Financial Statements)) Another factor. of course, was the increase in our
kilowatthour sales. A third was a cost comtainment and deferral program which saved
$10 10 $12 million in operating expenses. We put limits on hinng, promotions and
overtime and we took measures to increase productivity while reducing department
budgets. Not all of these budget reductions are sustainable but we are determined to
hold costs at the lowest level practical, consistent with the need 1o maintain our good
record of customer service

Effective with the November 15, 1983 payment, we raised our quarterly common stock
dividend to 60 cents per share from 57 cents per share. Last year was the 25th
consecutive vear in which we increased dividends and the 82nd straight vear in which
we patd cash dividends on common stock. That record is matched by few other electri
utilites

13
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Notes to Consolidated Financial Statements

aliows the cost of assets to be depreciated is shorter
than the period of time (useful life) we use Finally,
the IRS all- s some of the depreciation we are
entitled to in future vears to be used early. (This
practice is called hiberalized depreciation.) Beginning
with October 1976 property additions, the tax
reductions resulting from the use of liberalized
depreciation are not recogmzed in the income
statement as reductions of tax expense in the periods
we obtain them. They are deferred to the periods in
which we normally would have obtained them The
deferred amounts are allocated to income over the
useful life of property through a procedure called
normalization.

When we place new property in service during the
year, the RS allows us a credit against the tax due for
up to 10% of the investment we have rnade in the new
asset. This is called an investinent tax credit. We
recond Federal income tax on our income statement
as though it were not reduced by this credit. We
recognize the tax savings from this credit over the hife
of the property involved through the procedure of
normalization.

Our Federal income taxes are lowered because we
can deduct our interest charges from income. This
reduction of taxes is split between Operating Income
and Nonoperating Income. The tax reductions
resulting from interest actually paid on funds invested
in property currently being constructed are charged to
Nonoperating Income The tax reductions of interest
paid on all other funds are charged to Operating
Income.

Revenues

Customer meters are read or estimated and billed on a
monthly cycle basis Operating revenues are recorded
in the accounting penod during which the meters are
read.

Under a 1981 Ohio law, a fuel factor is included
our base rates. This fuel factor 1s designed to track
what we actually pay for fuel. It is changed every six
months after a hearing before the PUCO. Our steam
fuel rate is based on what we paid for fuel in the
preceding month

Fuel

When we make a payment for coal or oil, it 1s
recorded on the balance sheet as Fossil Fuel
Inventory, When we make a lease pavment for nuclear
fuel, we record it on the balance sheet as Deferred
Charges-Other. As the ‘ossil and nuclear fuel is used
we transfer the cost to the income statement as fuel
expense. Nuclear fuel amortization also includes a
recovery through rates for the ultimate disposal of
spent nuclear fuel

Accounts Re eivable
Amounts due from customers and others was reduced
by the allowance for uncollectable accounts of

2,247 000 and $1.741,000 in 1983 and 1982
respectively

Note B - - Deferred Fuel

As described in Note A-Revenues, our rates are
adjusted every six months to reflect changes in fuel
costs. The differences between the cost of fuel
actually used and the costs included in the bills to
customers are deferred. The deferred amount 1s taken
into account to adjust the fuel cost factor for a
subsequent six-month pernod

On September 1, 1983, the PUCO issued an order
halting further recovery through our electric fuel cost
factor under a specitied formula of deferred costs of
Quarto Mining Coinpany coal used at the Manshield
Plant. Since September 1, 1983, we have heen
deferring all Quarto coal costs to the extent they
exceed the market delivered price of comparable coal
As of December 31, 1983, our share of these deferred
coal costs which remain unrecovered was
$18.329,000. A recent PUCO order to a CAPCO
company, which is expected to be applied to us as
well, authorizes resumption of recovery ol current
Quarto coal costs to the extent they do not exceed
125% of the market delivered price of comparable
coal. Costs above that level may be recovered only if
they are incurred due to conditions beyond the control
of Quarto and the CAPCO companies. Accumulated
deferred Quarto coal costs as of December 31 1583
are recoverable to the extent that Mansheld Plant fuel
costs are less than 110% of the market delivered price
ol comparable coal. From 1984 through 1989, 1o the
extent recovery of accumulated deferrals in a single
vear under the 110% formula is less than one sixth of
the balance, the shortfall in that vear is not permitted
to be recovered in the future unless it is due to
conditions bevond the control of Quarto and the
CAPCO companies. Although one cannot predict the
ultimate level of recovery, we believe that the order of
the PUCO should permit substantially full recovery of
Quarto coal costs based on the projected operation of
the Quarto mines and projected market prices

Note C — Depreciation

We compute depreciation on all of our utility plant
with tiie exception of Davis Besse using the

stranght line method which depreciates the cost of
property in equal amounts over its estimated useful
life. The rates include a factor for the money expected
to be received when we dispose of the property
(salvage) and the cost of dismantling and removing o
(removal cost). Davis Besse depreciation is based on
the ratio of the amount of electrical energy it prodices



in the accounting period to its total estimated energy
production over its useful life.

When a nuclear unit is retired from service, we will
have additional costs to shut it down. These costs are
called decommissioning costs. The depreciation
recorded for Davis-Besse includes a factor for decom-
missioning costs. the factor used in 1981 through

T

Note D — Federal Income ™ x

1983 was based on an estimate of $27,000,000 in cur-
rent dollars. Annual depreciation provisions as a per
centage of the depreciable cost of plant are as fol
lows:

1983 1982 1981
Electric Plant . 3.4% 32% 3 3%
Steam Plamt . 2.6% 2.6% 7%

Federal income tax, computec v multiplying the income before taxes by the statutory rate of 46%, is reconciled to the

amount recorded on our bor s as follows:

1983

V“nu usands
Uf
Dollars )

Book income before Federal

income tax $350.165

Tax on book income at statutory rate  _ $161.056
Decreases in tax due to

Excess of tax depreciation over

book depreciation AR (5,940)
Allowance for funds used during

construction FEENEN L 52,689

Otherems . o 10,168

56917

Total Federal income tax expense $104,139

% of % of % of
Pre-Tax Pre-Tax Pre-Tax
Income 1982 Income 1981 Income

Thousands {Thousands

n! llf

Doliars) Doliees)

$293,093 $207, 184
46.0 $134 803 160 $ 95285 460
(16) {3 608) (1.2) (2 508) (1.1
15.0 47 994 164 38 180 154
29 6,289 2.1 8.163 39
16.3 50,675 17.3 _ 43835 21.2
$ 84128 28.7 $ 51.450 248

29.7

Federal income tax expense is shown on the income statement as follows

1983

Thousands
of
7‘ ollars)

Operating Expenses

Current tax provision $ 38309
Changes in accumulated deferred
Federal income tax
Liberalized depreciation and
accelerated amortization 20,727

Other tems - 3,387
Investment tax credit deferred,
less amounts amortized el

Total charged to operating
expenses .

65 007

127 430
Nonoperating Income
Current tax provision . (22,763
Deferred tax provision {528)
Total Federal income tax expense $104 139

The income tax we paid in 1982 and 1953 was
reduced by investment tax credits of $56 582 000 and
$71,201,000, respectively Investment tax credits which

1982 1981
Thousands (Thousands
of of
Vlirjll.u'- 3 Dollars)
$ 34279 $ 23668
19 498 19.747

1,461 6,520
51,144 17 640
106,382 67,575
(22,254) (16,125)
§ 84,128 $ 51,450

are available to the Company and have not been used

amount to $11,117.000 Thes
used to reduce tax liability through 19948

unused credits may be




Nntes to Consolidated Financial Statements

Note E — Terminated Projects

In January 1980, the CAPCO companies terminated
their plans to construct four nuclear generating uiits
which were in various stages of construction start-up
Our rate case orders provide specific revenue to
recover these costs through the method used to
calculate the allowed rate of return on rate base and
authorize us to amortize the unamortized terminated
unit costs. Ohio law does not permit recovery of these
costs through rates as an operating expense. The
unamortized costs of the terminated units are not
included in our rate base

Note F — First Mortgage Bonds

Outstanding first mortgage bonds are as follows

Series Year Interest _ At December 31,
Due lssued  Rate 1983 1982
(Thousands of Dollars )

1983 1975 8.85% $ - $  50.000
1984 1977 7.55% T25.000 25.000
1984 A 1980 1204% 30.000 30,000
1985 1950 2¥% 25 000 25,000
1985-A 1980 % 18,291 18,291
1986 1951 3% 25,000 25.000
1986-A and B 1976 5% 5.000 5.000
1989 1954 3% 20,000 20,000
i989-A 1981 15V4% 40,000 40,000
1990 1969 7% 60,000 60000
1991 1969 8vi% 35.000 35.000
1992 1981 154% 20,000 20,000
1993 1958 34% 30,000 30,000
1994 1959 4% 25.000 25.000
2005 1970 814% 75.000 75.000
2006-A 1976 7% 14,000 14 000
2009 1974 9u % 50,600 50 000
2009A w0 C 1979 7% 52,000 52,000
2010 1975 9 85% 100,000 100,000
2000Bto N 1982 12.10%-15.75% 23,900 23 900
2011 1976 vy 125,000 125 000
2001-A 1980 (a) 4% 600 45 600
20118 198 (b) 22,200 22,200
2012 1977 Ky 75.000 75.000
20012 A 1982 15v% 75.000 75,000
2012 B 1982 1314% 78.700 78,700
2012 D 1982 12va% 100 000 100 000
2013 1978 6. 20M% 47 500 47 500
2013-A 1983 12v4% 125000 )

$1.370,191  $1,29519)
Less amounts classified as current 55.000 50,000

$1.315,191 $1.245.191

{a) The interest paid an these bonds 15 at o variable rate That rate
can be no lower than 6% and no fegher than 12% The average
rates in 1983 and 1982 were 8. 14% and 997% . respectively

(hl The interest pad on thess bonds 1s at a varlable rate That rate
can be no lower than 5% and no higher than 14%  The average
rates in VRS aned 1582 were 8 21% and 10 26%, respectively

The first mortgage bonds are 1ssued under our
Mortgage. The Mortgage puts a first lien <., a'most all
the property we own and franct . s we hold

The issuance of additional first mortgage bonds is
limited by two provisions of our Mortgage. Under the
maore restrictive of these provisions, we would have
been permitted at December 31, 1983 to i1ssue
approximately $922 000,000 of additional first
mortgage bonds. This amount fluctuates depending
upon the remaiming amount of bondable property and
upon earnings and interest rates

The collateral pledge notes included in the statement
of Capitalization were issued under an agreement
signed in 1982, This agreement permits us to borrow
addihonal amounts from time to time up to
$60.000.000 over a two-vear period. The interest rate
on each borrowing will be fixed when it i1s made, but
cannot be higher than 16%% . We have delivered
360,000,000 of our first mortgage bonds as security for
our obligation to pay the collateral pledge notes
issued under this agreement. Although these bonds
are not shown as outstanding in the statement of
Capitalization, they are outstanding under our
Mortgage

Note

I.Q“(i,\l"'S

As part of our operations, we have entered into the
following leases:

Type
Nuclear fuel in the reactor (a)
Unit trains 3-7 years (b)
Office space 10 years (¢)
Data processing and Mostly shortterm
office equipment leases having a fixed
Construction and mainte l noncancelable term
nance equipment of less than one year

Remaiming Terms

la) The leases for the reload fuel currently in the reactor at
Davis Besse will last as long as it takes to burn the fuel For fuel
reload leases, we pay tull rent as the fuel is burmed and we pay
a reduced rent equivalent to an imterest charge wnen the fuel s
not being burned

b) Uit train leases include renewal options through 2011

(€) The lease for office space can be renewed for an additional
five year period

When the PUCO determines what rates are to be
charged to our customers it includes the rents on all
the above leases as an operating expense. Accordingly
we record those rents as an operating expense on the
icome statement Statements of Financial Accounting
Standards No. 13 and No. 71 require that naot later
than 1987 we account for certain leased assets as
though we owned them



All the rental payments we make for nuclear fuel and
unit trains are recorded in balance sheet fuel
accounts. The costs in these accounts are transferred
to fuel expense on the income statement as the fue! is
used. See Note A — Fuel. We paid rent of $12 388 000
in 1983, $8,180.000 in 1982 and $7 925,000 in 1981 for
nuclear fuel and unit train leases. Lease payments
under all other leases were not material

Some of our leases have noncancelable ter 1s of more
than one year. We have to make the following
payments for these leases after December 31, 1983

Year Amount
(Thousands of Dollars)

BIE i $ 41385
I e 3.971
1986 ______ 2.959
DI s et damilisess 2.367
e R T 1.340
Later Years ___ _ 5.020

TR * biimssian e $20.042

We did not include in the above table the payments
we must make on our Davis-Besse nuclear fuel reload
leases. Since the payments are made when fuel 1s
used, we do not know the timing or total amount of
the rental payments. However, we do know that the
lessor has invested $24.263 000 in those leases

Note H — Serial Preferred and Preference
Stock with Mandatory Redemption Provisions

During the three years ended December 31, 1983, we
sold Serial Preferred Stock with mandatory redemption
provisions only n 1981 We sold 31 500 shares of
Series 1, 29.000 shares of Series J and 10,000 shares of
Senes K

We have assured the owners of our Series F Preferred
Stock a minimum return on their investment of 6 96%
after d>ducting Federal income tix on the dividends
received on the stock. If certain income tax laws are
changed such that their after tax return is lower. we
would have the option to do one of two things. we
could buy back the Series F at $1.000 per share plus
accrued dividends or we could exchange Series F for
a new preferred stock. The new stock would have a
dividend rate high enough to provide a 6 96% after tax
return

We have the nght to buy back and retire shares ol
Sertal Preferred and Preference Stock which have
mandatory redemption provisions The redemption

prices (plus dividends accrued to the redemption
dates) are as follows

Price at
December 31 Eveniual
_ Series 1983 ’]hri._-ugh Mmupqng
Preferred
C $ 10300 73) .88 $ 10000
E $1.088 00 531 86 $1.600 00
F $1.035.00 22984 $1.000.00
G $1.035.56 11.30-84 $1.000.00
H (a) £1 00000
| ih) $1.000 00
J (C) $1.000.00
Preference
| $1.025 83 7-31-84 $1.000 00
la) Begmming June |, 1990 and through May 31, 1991 a
$1 068 6%
b) Begmming June | 1991 and through May 31 1992 a
$1 065 6%

) Begmning June 1. 1986 and through May 31, 1987 at
$1.050 44

We can buy back Series E Preferred Stock belore June
I, 1986 only under certain conditions. Any borrowed
money we use to buy back the shares cannot be
borrewed at an effective interest cost of less than

& 8%. Also, we may not use money from the sale of
other preferred stock or stock ranking higher than
Serial Preferred Stock if its effective dividend cost is
less than 8.8%  Finally, we may not use money raised
through the sale of stock which is junior to the Series
E. A total of 3,000 shares of Senies E Preferred Stock
was bought back and retired in 1981, 1982 and 1983
pursuant to its mandatory redemption provision

There are no restrictions on our night to 1ssue and sell
authorized shares of Serial Preferred or Preference
Stock

Note | - Serial Preferred Stock Without
Mandatory Redemption Provisions

In December 1983, we sold 500 000 shares of Series |
Preferred Stock which did not have mandatory
redemption provisions. Series | Preferred Stock can
not be redeemed prior to January [, 1989 as part of a
refunding involving debt or preferred stock whose
effective annual cost is less than the annual dividend
of the Series | Preferred Stock

During the last three years, we did not buy back any
shares of our Senal Preferred Stock which did not
have mandatory redemption provisions. Al this Senal
Preferred Stock 1s subject to optional redemption
Fhese provisions give us the night to buy back and
retire the stock. The redemption prices (plus
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dividends accrued to the redemption dates) are as
follows:

Price at
December 31, Eventual
Series 1983 Through Minimum
A $102 50 11-30-86 $101.00
B $103.78 7-31-87 $102 26
L $111.36 12.31-84 $100 00

Note J — Common Shares Issued and
Reserved for lssue

Shares of Comimon Stock sold during the three vears
ended December 31, 1983 were as follows
1983 1982 1981

Public Sale i G 000,000 3500000

Dividend Reinvestment
and Stock Purchase

R Lo epanis 3021125 1362141 926,542
Employes Savings Plan . 208 584 282 162 264 605
Employee Thrift Plan 71.767 75,775 74727
Key Employee Incentive

Stock Flan o 20471
1978 Key Emplovee

Stock Option Plan .. 11560 R
Total Shares . 3423507 10720078 4765574

At December 31, 1983, we had five stock purchase
plans available for our employees, share owners and
customers. The common shares which are set aside 1o
be used for these plans (including unexercised stock
options) are as follows:

Plan Shares

Dividend Reinvestment and Stock
Purchase Plan .

9258 256

Employee Savings Plan 2,535,235
Employee Thrift Plan 456,560
Key Employee Incentive

L T S — 529,779 (a)
1978 Key Emplovee Stock

Option Plan . SHM 440

13,368,270
Stock options held by employees to purchase
unissued shares of Common Stock under the Key
Emplovee Incentive Stock Plan and the 1978 Key
Employee Stock Option Plan are granted at 100% ol
the lair market value on the date of the grant The
shares which were actually bought durning the three
years ended December 31, 1983 were sold at option
prices ranging from $15.69 to $18 57 Shares under

{1

outstanding options held by employvees were as
follows

Key Emplovee
Incentive Stock Plan (a)
1983 1982 1981
Opaions Outstanding I
at December 31
Shaves 122 601 148,642 150,095
Option Price $176310 $176310 $176310
$2243 $22.43 $22.43
1978 Key Employee
Stock Option Plan
1983 1982 1981
Options Outstanding '
at December 31

Shares 389,007 374,705 244 425
Option Price $156910 $156910 $16M w0
20.25 $20.25 2025

ta) Under the terms of the Key Emplovee Incentive Stock Plan, no
further ophions may be granted  Accordingly. only those share
relating 1o options outstanding at December 310 TORS may be

issued

The number ol outstanding shares of Commaon Stock
changes dunng the vear. We calculate earmings per
share based on the average number of shares
outstanding throughout the year. The weighted average
shares outstanding in each of the last three vears are
as lollows

1981 1% 004 0K

1U82 56,739 808

1953 63.213.562
Note K - Short-Term Borrowing

Arrangements
Notes payvable to banks totaled $15, 100 000 at both
December 31, 1983 and 1982 Avaiiable bank credit
arrangements are as follows
At Deceinber 31,
iype 1053 9RY
i Thousands of Dollars
Bank lines of credit (horrow
ings al or near prime rate)
Eurodollar revolving credit

$170.300 $170 5300

agreement $ 30 000 $ 30,000
Vanable mterest note
Areements $ 20000 $ 20000

Al horrowings under the Eu.odollar agreement are
made and paid back in US. dollars. There are no
requirements that munimum cash balances
(compensating balances) be maintaimed at the banks
involved, However a fee of V0% 1o W% per year is
pald on any unused pan of this borrowing agreement
The interest rate on borrowimss s % o ™
depending on usage. above the rafs which specified
banks pay for Eurodotlar deposits in the London inter
bank market




Borrowings under the variable interest rate agreement
must be paid back whenever the bank requests such
repayment. Interest 15 based on the rate for high
quality commercial paper in the 30-180 day maturity
range. Variable interest notes outstanding are backed
by at least an equal amount of unused bank lines of
credit to ensure the Company s ability to repay them

The unused portion of the sbove credit arrangements
aiter deducting bank lines held to cover outstanding

variable interest notes, amounted to $181.200 000 at

December 31, 1983

The average daily cash balance in bank accounts was
$2.700,000 in 1983 and $6 500 000 in 1982 These
halances satisfied informal compensating balance
arrangements under which we maimtain balances at
banks of $3,000,000 to $6 000,000, depending on the
amount we borrow

Note L -— Commitments and Contingencies

Matenal and services aeeded 1o build new plant and
equipment must be ordered in advance so that it will
be available when needed. At December 31 1983
such commitments amounted to

Construction program R

Nuclear matenial acquisition and
processing into fuel

2600 000 000

$220 000 000

Usually we can cancel advance orders but often we
must pay the manufacturers for what they have already
spent for labor and materials and sometimes a
penalty

We have lease and other arrangements to fi wnce up
to $370,000 000 of the cost of acquiring nuclear
material, processing it into fuel and leasmg o while
15 being bumed in a reactor. At December 31 1983
under these arrangements, a trust established in 1982
ivested $58.599 000, which 1s shown on the balance
sheet, and lessors have invested $154 621,000 in
nuclear iaterial and costs of processing it into fuel
Also under those arrangements, nuclear fuel costing
the lessor $24 263,000 1s in the Davis Besse reactor
under operating leases Statement of Financial
Accounting Standards No. 71 will requice balance
sheet treatment as described in Note G of all our
existing nuclear fuel lease and other arrangements not
later than 1987

Under two long-term coal purchase arrangements, we
have agreed to guararitee the mining companies loan
and lease obligations Al December 31 1983 1he
principal amount of the mining companies’ loan and
le s obligations was $83.545 000 Under one of thes
arragemnents, 'we are reqaired to pav the nimng
company any actual out Hfpocket idle nine expenses
as advience pavments for coal. when the mines ar
wdle for wasons beyond the control of the mimimg
FOPanY

Several lawsuits and government actions are pending
Included 15 an appeal by the City of Cleveland of a
decision in an antitrust suit i which a jury retumed o
vnanimous verdict for the Company, We believe
based on the opiion of our counsel, that the ultimate
disposition of these matters, including the antitrust
sult, should not have a matenal adverse effect on our
financial condition, although an adverse final decision
i certam instances could have a material adverse
effect on income for the period in which the decision
becomes final

Also pending is a petition filed with the PUCO and the
Ohio Power Siting Board claiming that Perry Unit 2
will result i excess capacity. The petition requests an
order to cease construction of Perry Unit 2, to cease
accruing AFUDC on that Unit and to prohibit the use
of proceeds of secunity issues to finance Perry Uinit 2
We beheve the petition 1s without merit and will
oppose it vigorously. Under some circumstances, the
request of the petitioners, were it to be granted, could
possibly lead to cancellation of the Unit. In such
evert, the rate making process should provide for
recovery of our termunated investment and
cancellation costs, However, if such recovery were (o
be disallowed, then the wvestment and cancellation
costs. after adpstment for taxes, would have to be
wnitten ofl. Such a write off would have a materal
adverse elfect on our fimancial condition and our
income n the perod in which it were to occur. Our
% invest.nent in Perry Unit 2 at December 31
1983 was $284 728 000 Cancellation costs could be
substantial. AFUDC s accrued monthly on Perry Unit £
and was 32 310000 in December 1983 Cessation of
such accruals could have a matenal adverse effect on
ecarnings depending upon how long it were to
Continte

The owners of Davis-Besse maintain a nuclear
msurance program to the maximum extent currently
avatlable . With respect to a nuclear incident at
Davis-Besse, the maximum coverages al February 15
1984 will include $H80.000 000 puclear hability
coverage for injury 1o persons and their property and
$1.020,000,000 for damage to the owners' property
including leased fuel, and cleanup costs. The Atomi
Energy Act limits the owners™ lability to the amount of
the nuclear liability coverage. Damage to the
Company's property, leased fuel and cleanup costs
combined could exceed the property insurance by a
substantial amount. The owners also are obhgated to
pay retrospective premiums ap to $10.000.000 per year
to cover any habilitv insurance claiins ansing out of a
nuclear incident af any nuclear units in the United
States and up to $8.000.000 per nuclear incident per
year o cover any property damage insurance clatms
e Compaty has insurance coverage ol $973.000 per
week lor the cost o replacement power purchased

during the 52 week perod starting 26 weeks altor any
incudent at Davis Besse and $487 000 per week lor the
next 52 weeks The cost and duration of replacement
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power could substantially exceed the insurance
coverage. Also, the Company is obligated to pay
retrospective premiums up to $3.000,000 per nuclear
incident per year to cover any replacement power
insurance claims anising out of a nuciear incident at
any nuclear units in the United States. Similar
nsurance coverages will be obtained for Perry Units
1 and 2 and Beaver Valley Unit 2 when they go into
service and retrospective premium obligations will
mncrease.

Note M — Rate Matters

The PUCO allowed us to raise electric rates by 17% on
May 6, 1981, by 10% on March 19, 1982 and by 7 4%
on January 7, 1983 In the last rate case, a portion of
the construction costs related to Perry Unit | was
included in the rate_base. As a result of an
investigation into the reasonableness of our rates in
the hight of a one-vear delay in the estimated in-service
date and the increase in Perry construction costs
announced in March 1983, the PUCO ordered a 1%, or
$13.500.000, reduction in rates starting October 1,
1983, The order reduced the amount of Perry Unit |
and common facilities included in rate base as
construction work in progress from $278,000 000 to
$152.000,000, which is 26% of construction costs as of
the June 30, 1983 valuation date. These changes in
electric rates increased 1983 revenwe by $111.100.000,
1982 revenue by $131.400 000 and 1981 revenue by
$133,300,000. The Company has filed a notice of
intent to apply in 1984 for an increase in electric rates
of approximately $150,000,000, or 15%

The PUCO granted a steam service rate increase of
$7.000,000, or 47%, in January 1982 and another
increase of $2.400.000, or 12%, in October 1982 In
January 1984, the PUCO allowed us to decrease rates
to customers who agree to continue o receive stearm
service until June 30, 1988,

In November 1982, the Company filed an apphication
with the FERC 1o increase the rates for sales for resale
1o the Cleveland Municipal Electric Light Plant by
$716.000. The Company implemented the proposed
rates and began collecting the requested amount in
June 1983, subject to refund, dependent on the
outcome of formal hearings

Note N — Property Owned with Other
Utilities

Some of the generating units which we own or are
building are owned with other utilities Each company
owns an undivided share in the entire unit. All the
owners are terants in common. Each company has
the right to a percentage of the gencraung capability
of each unit equal to its ownership share. We are
obligated (0 pay for our share of the construction and
operating costs of each umt. We are 1ot responsible
for the other owners’ shares

Utility Plant at December 31, 1983 includes the
following facilities owned as tenants in common with
other utilities

_Company Ownership
Construction

Electric Work
Facilty ~ Percent inService in Progress
{Thousands of Dollars
Davis-Besse 51.38 $444 259 $ 19814
Bruce
Mansfield | 6.50 25.784 148
Bruce
Mansheld 2 28 60 116,409 58K
Bruce
Mansheld 3 24.47 156,232 116
Beaver Valley 2 2447 192.702
Perry 1 and
Common
Facilities 311 710,737
Perry 2 3111 284 728
Eastlake 5 68 80 113,322 1.031

Seneca Pumped

Storage Hydro
electric Plant  80.00 54,736 224
$910,742 $1510418

Separate depreciation records are kept for Davis Besse
property and Seneca property. The accumulated
depreciation for Davis Besse at December 31, 1983
was $53.237,000. The accumulated depreciation for
Seneca at December 31, 1983 was $12,.391,000
Depreciation on all other in-service property owned
with other utilities has been accumulated on an
account basis along with all other depreciable
property rather than by specific units of depreciable
property. Our share of the operating expense of
properties owned with others is included in our
income statement

Note () — Pensions

We pay the full cost of a pension plan for our
employees. Under the plan, an employee who has
worked at the Company at least 5, 10 or 20 years
(depending on the person’s age when leaving the
Company) can begin recoiving a pension benefit al or
after age 55 The amount of the person’s benefit
depends on length of service and earnings. The
beneht s reduced by a portion of social security
benelits. The benefit of an emplovee who retires after
age 65 1s determined as if the individual were age 6h
If the .+ rson retires betore age 62, the employee s
benefit is reduced. The plan also pars benefits when
an employes dies or 1s disabied




We annually deposit money into the plan to fund the
cost of benefits arising from employee service and
earnings in the current vear We also deposit meney
to fund each year a portion of the cost of benefits
arising from past service and earmings because of
amendments to the plan. In 1983, our total payment to
the fund was $15.300 000. We deposited $12 100,000
in 1982 and $10,200,000 in 1981, Of these amounts
we recorded on the income statement $10.211,.000 in
1983, $8.014,000 in 1982 and $6.659 000 in 1681 The
remainder was recorded on the balance sheet, mostly
as construction costs

The amount we deposit into the pension plan is
determined by a method known as the entry age
normal method. It is used by many private pension
plans. This method takes into account estimated
increases in emplovees’ future earnings in an effort to
levelize the funding of pension benefits over then
working lives. The liability of the plan as of January 1
1983 determined under this method was slightly more
than the value ot the assets in the plan on that date

Statement of Financial Accounting Standards No. 36
(FAS-36) requires us to disclose accumulated pension
plan liability without consideration of tuture increases
in emplovees’ earnings. Therefore, the disclosures
below, required by FAS 36, compare hability of the
plan determined on one basis with assets

accumulated on a different basis. We and our pension
consultants believe that FAS-36 disclosures are verny
misleading because they understate the amount which
the entry age norm.Jd method tells us should be in the
fund now to provide pension benefits as they become
payable under a plan intendad to continue

indefinitely We are making the following disclosures
only because we are required to do so

At Janiuary |

1 9K3 1982
Milhons of Dollars
Actuanal present value of
accumulated plan
benefits
Benefits which are vested $143 $132
Benefits which are not
vested 14 13
$157 $145
Value of assets held in
the plan $244 $194

Under both methods of determining the plan's liability
the one which we use and the FAS-36 method, we
estimated in 1981, 1982 and 1983 that the earnings of
the plan would average about 6 per year over the
life of the plan

Note P — Quarterly Results of Operations (Unaudited )

The following is a tabulation of the unaudited quarterly results of operations for the two vears ended December 31

1983

1982

Total operating revenues

Net operating income

Net income

Earmings available for common stock
Average common shares

Earnings por common share

1983

Total operating revenues

Net operating income

Net income

Eamings available for common stock
Average common shares

Earnings per common share

“-:i'( h 31

<

Y

Quarters Ended
June 30 Dec. 31

Mhousa

Sept J0

s, except per share amounts

$273,038 $268 985 $299.224 $267 325
$ 52.77 $ 56,953 $ 70,253 $ 48948
$ 15.019 $ 50641 § 66 849 $ 43456
I8 407 $ 41.051 $ 57.302 $ 33909
o 257 55,679 56, 088 6,304
7] $ 74 $ .02 $ of

99 (06 £290 480 £351 041 $269 195
£8 935 § 58965 $ 87717 $ 52,745
56 236 $ 52192 $ N1.601 $ 55.996
16690 $ 12 668 $ 72,111 $ 46.12)
62 026 2 H68 63,184 64 689

§ [ $ 114 $ 71




inancial and Statistical Review 1973-1983

Incomie Statement

{ Thousands of Dollars

Balance Sheet
Year end

{Thousands of Dollars

Operating Statistics

TOTAL OPERATING REVENUES - . 8 571 L 012 93
Residential __ T R TR R (o U gy
Commercal _ s R . ’ M N 2610 BN
R e —— . . t 35 794 K6 RO5
(nher Electric (Includes Sales for Resale) 3 | 13 71 99
Steam Heating ___ _ A , - ; Ea

TUTMHHRAT]’\(,F\H\ ‘\ -8 _ 5 279 44 K20 22¢
Fuel and Purchased Power ______ L X 279 T
Other Operating Expenses sz K y ) 59 § 29
Depreciation and Amortization __ o] ) R6 58K RS 294
Taxes Other Than Federal Income Tax _ =D it R4 4R
Federal Income Tax __ % I8

NET OPERATING INCOME ____ = T 907

NONOPERATING INCOME ____ : : 5 664

Other hlhﬂl\t and Deductions b 26 742

INCOME BEFORE INTEREST CHARGES A
INTEREST _____ , , 116,632 268

Long and \l’u wi-term l nerest . ' §4 07 #

Allowance for Equity Funds Used Dunag Constructu . T AN Ty

Allowance tor Borrowed Funds Used During Constructior (27 44 i
INCOME REFORE CUMULATIVE EFFECT OF
ACCOUNTING CHANGE LT S 064 4
Cumulative Elfect of Change n Depreciation Method
on Peniods Prior to January 11979
NET INCOME (a) . L -——
PREFERRED AND PREFERENCE DIVIDEND REQ lk MENTS

EARNINGS AVAILABLE FOR COMMON STOCK ______ 569 3081
EARNINGS PER SHARE BEFORE CUMLULATIVE
EFFECT OF ACCOUNTING CHANGE _ % %
CUMULATIVE EFFECT PRIOR TO JANL \P\ 1. 197y :
TOTAL EARNINGS PER SHARE (a)(b) : ) : $ 2 54
DIVIDENDS PER SHARE (b) ___ e B $ ) ; ™

Utility Plamt —<Total : § ( ! 10 89

Accumulated Unlity Plant f»; reciation and Amorization 679 N
Other Propeny LM 4 21 8

TOTAL ASSETS OIS 872 000 "

Current and Other Assets ol ) . {78 192
TOTAL CAPITALIZATION AND LIABILITIES $72 00 o
Long-term Debt _____ LI— : 1414 28 404
Pwh-na! and Preference Stock
With Mandatory Redemption Provisions __ ! 22,08 25.(0%
Without Mandatory Redemption Provisions - ) d
Common Stock Equity : . - ¥ W2 2
Deterred Federal Income Taxes o 22,188
Current Liabylities and (rher Credits i 7 4

UTILITY PLANT ADIITIONS (¢) . " ’ 4
UTILITY PLANT RETIREMENTS ) 14
NUMBER OF COMMON SHARES (1) oo 4 5% 154 50

KWHR SALES (Thousands) ___ 6,163,157 )7 864
Residential btk | Ot) 43757

Commercial ______ i = i = 1194 § 178 454

Industrial __ F R 24 R 279 1%
Other (Includes Sales lor Resale) 1497

ELECTRIC CUSTOMERS — YEAR END , 5
Residential . 15 6417 642 9

Commercial — - - - - o g :
Industrial -

(ther ____ e | '

RESIDENTIAL \\l l ~I'\I A
Average Kwhr per Customer N 6 SAR
Average Revenue per Customer $ § : s
Average Revenue per Kwhr R
ELECTRIC PRODUCTION
Net Avaslable for Service Area { Thousands) q X D6 O
Net Ceneration
Net Reverved lvom (thers | ' }
B per Kwhr of Net Outpant " a
5|,o-\\n\1'uv\' on BT § § 77 i
Coal Cogt per Ton $ ; "
A "1-1.\.‘«"' 60-Min Max Load- KW -Excl Internzptible N 62 (X
Net Syyem Capatslity — KW var Eng i § 624 (0
VB M HEATING
Sales- - Pounds ( Thousand
(ustomers & Lol

FMPLOYFES FARENI

1 197% ne " awd PArnIngs per 0 &
yre $102 942 500 s § ey tiveds ore tor 2 he ek | i 3 N




"’"‘ & Clevelar ' trac | ! !
19%0 1979 1978 1977 1975 1974 1973
824,267 717092 659 290 ___ SIU165 6397 TN 6
268 787 237612 213520 200,765 154.020 140,030 T 104379
220677 144 K99 172.251 165 049 121 853 0% 185 80 756
323,764 322 909 278 405 251,181 180 %) 119,964
65273 55,799 42 831 3161 55679 17 832
15,065 13,048 10,085 10 684 B 157 _l0923 5,837
‘ 743,051 (48, TR8 549 289 542 871 441 401 B 1
360 347 349,027 307 420 265771 234,107 100 454
194 881 162 636 140 99 127 330 192,794 72.795
64619 59.445 56,774 43,307 35874 0 965
81 630 79 455 8 750 58 807 31 428 0 9
41574 38 227 25.334 47 656 16,70] 10164
150,515 135,479 117,803 116419 a7 73,492
440 47 621 2 226 49484 26346 542
40873 13,432 29 8% 15,265 24.706 T
21,567 14,189 12,336 14219 1 640 1,279
21 . 183,100 160,029 165.903 128083 LINED
#7572 59,566 61016 54,175 i 413 31720
112,623 5299 72071 67 880 36,750 15161
5051 (15,753 {11,035) (13.714) (10,337 L (3
126,383 113,534 013 111,72 #1 680 b4 768 6. 74) 19404
- 4125 . »
| 125983 117,659 99013 s . BAT68
27711 25,587 23 575 22 907 1489 I 7
s?lm 92,072 75438 ] 50072 ) 67
s 226 $ 23 ) 220 § 29 5 238 s 1 ) 245 $ 203
1 - - 8
s 226 s 242 s 220 5 291 5 IR $ 21 IR ) $§ 208
s 200 $ 192 $ | 84 $ | 76 $ L7l 5 | 65 $ 1 60 L) !
162 2678786 2,331 541 2.117.135 | 842 95 1513247 T 1354068 T 1152435
3215339 2,842,253 2,523 99 2232010 1,955 701 1,693 614 1.526 659 1,364,122
(557 859) (521.175) (476,983) (429.150) (396 338) (373 851 (355.841) (334071
21,137 19 503 15,034 13,753 12 849 9942 7 5331
415845 438,205 269 494 . Jou a2 270, 787 183,542 175814 116953
3,094 462 2,678,786 2,331,541 2117135 1,842 999 __ 1513247 1 354,065 1.152 335
121152 9719 920 973 AR5 R¥ 747 392 67303 551 144 W2 KO0
260 500 232 000 232 000 185 000 145 00 75,000 63 060 25 000
95.071 .07 95.671 95,071 95,071 95071 95071 95 071
2™ B20.411 T08 883 633,744 311,333 119 990 46, 738 126 947
192 452 162,122 140677 119,299 7218 63,167 41 348 14312
ﬂm 395,191 233947 98,122 281 885 186416 252 765 168 205
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710,557 08,219 T3 6% 547 693425 TR T §IMae
642 845 641 856 637 609 632 740 630 581 T 627 ORK .
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432 ) — A5 e V54 NI, . .. . 158 154
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156 93¢ 142 51« 13 Mx 117 5ie 15 55 ¢ ) e AR die
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3504 0 18T 000 5 2449 0 LS L) |65 (0K 1T 2984 Ol 119 (0n)
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tatement of Income from Continuing Operations
Adjusted for Changing Prices
for the Year Ended December 31, 1983 (e

Revenue
Operation expense
Maintenance expense
Depreciation and amortization
Taxes other than Federal income tax
Federal income tax

Nonoperating income

l.iterest expense

Net income — continuing operations

Increase in specific prices of property and plant (b)
Adjustment to net recoverable cost

Increase in general prices

Increase in specific prices in excess of increase in general

{a) Including the adjustment o net recoverable cost, net income for 1983 would have been $114.964 000 in constant dollars and $208 053 000 10 current cost
dollars

prices after the adjustment to net recoverable cost
Gain from decline in purchasing power of net amounts owed

Net price level adjustment

Conventional
Histonical
Cost

$1.210.316
515415
8% 030
94,196
126 883
127,430
(114,148)
126 .7484
964,290

$ 246,026

Constant Dollar
Average
1983 Dollars

(Thousands of Dollars

$1.210316
515415
88X 030
202,295
126 K83
127 430
(114, 1438)
126,484
1,072,389

$ 137.927 (a)

$ (22.963)

83,105
§ 60142

Current Cost

Average

1983 Dollars

$1.210.316
515415
88 030
229 146
126 883
127.430
(114.145)
126 484
1 .099.243
$ 111,073 (a)
$ 120482
96 980
(213,571)

1 891
83,105
$ 86,996

(b) At December 31, 1983, the current cost of property, plant and equipment net of accumulated depreciation was $5.934 961,000 while onginal (net

recoverable) cost was $3 732 296 000

Supplementary Information Concerning the Effects of Inflation

Current cost data diifer from constant dollar data
mainly because the prices of assets have increased at
rates different from the rate of general inflation

As prescribed by Statement of Financial Accounting
Standards No. 33, we have prepared information on
the effect of inflation on operations. The methods
used to compute this data are experimental and
subject to change by the Financial Accounting
Standards Board. These data do not reflect the
“current value” of our assets. They do not measure all
the effects of inflation on our operations or predict our
future cash requirements. The effects described herein
are not recognized for income tax or ratemaking

purposes.

General

Historical costs adjusted for general inflaton are
referred to as “constant dollars " The original cost of
utility plant and certain other items was converted to
constart dollars by applying the Consumer Price Index
for All Urban Consumers to the cost of these assets

Current cost data reflects the cost of current
replacement of existing assets. The current cost of
assets was estimated by applying, the Handy Whitman
Index of Public Utitity Construction Costs to the
onginal cost of struc.ures and equipment. Original
cos' of land was irended using the Con,omer Price
iudex for All Urban Consumers. Certain © ther nroper!
was trended to currer | cost using other industry
indices

)
h

Revenues and Expenses

Revenues and expenses (except for depreciation) were
assumed to accumulate evenly throughout the vear

No adjustments were made to the figures reported in
the primary financial statements. No adjustments were
made to Federal income tax expense

Depreciation

The constant dollar and current cost estimates of
property and plant were determined by applying the
indices noted to onginal cost. Restated depreciation
reserves were used to compute property and plant net
of depreciation. They were obtained by applying
current depreciation rates by account to restated
property and plant figures by vintage vear. The
depreciation provisions were obtained by applying
current depreciation rates to the average of beginning
and end-of year restated depreciable property

Materials and Supplies

Balance sheet itenss such as fuel in stock, materials
and supplies were treated as cash type items. Fuel
inventory s subject to rapid tumover. As such. we
bahieve the original cost of this itern fairly represents

(s current cost



ive-Year Comparison of Selected Supplementary The Cleveland Electvic lituminating Company and Substdiari
Financial Data Adjusted for

Emts 0‘ Chal,ging Pri(‘es (1 'l:lllt'l" d ————— - \'Q:d! ! ‘,“h\d [)(.‘ '.“Eh(" ‘I
(Average 1283 Dollars) 1983 ; I?‘N;_’ J'"ﬂ 1580) 1979
iThousands, except per share amounts)
Revenue
as reported — e S1210316  $1,108571  S$1012930 § 893566 § 824.267
in 1983 constant dollars - S ot - $1.210316  $1.144233 $1.109612 $1,080389 $1,131,377
Net Income
as reported — continuing operations ______ § 246020 0§ 208964 8§ 155734 % 125383 0§ 1135M
e el I O e e $ 137.92 $ 114188 § 75946 § 62826 $ 79072
in 1983 current cost doflars — % 1o § B3B2T $ 47129 § 29367 § 4179
Income (Loss) per Comimon Share
as reported — continuing operations iadminre: 3 ) L1 I 252 3 226 § 2.31
in 1983 constant dollars % . 131 § 079 $ 068 § 1.15
in 1983 current cost dollars $ 15 § 078 §$ n19 $ 01 § 018
Net Assets at Year End
as reported o T T . SI355488  $1.227.095 S$1.002206 $ 912731 % 320411
at net recoverable cost _ $1332710  $1.252275 $1.06237 $1.054020 $1.064 857
Increase in specific prices in excess of
increase in general prices after adjstment
to net recoverable cost . 1891 0§ 12609 % (134.723) $ (228301) $ (260,377)
Gain from decline in purchasing power
olnetamountsowed % HLI05 0§ TOSR5 0§ 173930 § 228079 § 243251
Cash Dividends Declared per Common Share
as reported o e el 231 § 219 % 208 § 200 § 1.92
in 1983 constant dollars TR i, 231 3 226 § 228 § 242 264
Market Price per Common Share at Year End
as reported il $ 1863 § 1975 $ 1600 § 1463 § 1625
in 1983 constant dollars . § 831 § 2016 §$ 1696 § 1689 § 21.09
Average Consumer Pri