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Financial Highlights

For the Years Ended December 31, 1983 1982 Change

(In Millions)

Kilowatt-Hour Sales. . . ... ... 3.396.5 30574 +11.1%
Operating Revenues. . . ... ... $191.2 $185.9 + 2.8%
FuelExpense . ............ 47.7 62.0 23.1%
Operating Income . . . ... .. .. 440 40.6 + 8.3%
Allowance for Funds Used

During Construction, Net . . . . 184 14.5 +26.8%
Interest Expense . . . .. ... . .. 35.1 30.3 +15.6%
Netlncome ........,..::. 343 294 + 15.8%
Earnings on Common

L S o = 270 233 +16.1%
Dividends on Capital Stock . . . . $ 26.6 $ 244 + B.8%
Property Additions:

Construction of Facilities . . . . $ 716 S 687

Nuclear Fuel. . . . .. .. ey 8.5 18.2

S 80.1 S 869 7.8%

Internally Generated Funds. . . . 226 27.0 16.5%
Net Financing Activities . . . . . . 58.2 519 +12.0%

Return on Average Common

EqQuity. . . .............. 13.0% 11.8%
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Letter to the St

Cost cutting and aggressive marketing paid off in 1983

Electric sales increased and the Company held the line on
cxpenses for a 16.8 percent increase in net income. Operating
revenues amounted to $191.2 million, a 2.8 percent increase

Western Pennsylvania appears to be on the road to
economic recovery. Following a downturn in 1982, the
Company’s total kilowatt-hour sales increased by 11.1 per-
cent in 1983. The upswing was due mainly to a resurgence of
industrial kilowatt-hour sales and our successes in the highly
competitive bulk power market

Growth in the nation’s automotive and housing markets
spurred sales foir several area industries. Consequently. the
Company’s industrial kilowatt-hour sales bettered the
previous year by nearly 10 percent. Comimercial and resi-
deatial customers recorded less dramatic, but stable gains in
kilowatt-hour use

Long-term sales agreements

To more fully utilize facilities and hold down rates to our
customers, the Company and its parent company, Ohio
Edison, cumpleted two long-term bulk power sales agree-
ments in 1983, In May, the Companies began providing 150
megawatts to Potomac Electric Power Company for a
minimum of the next five years. A ten-year contract with
General Public Utilities for 200 megawatts started in July
Penn Power received $4.3 million in revenues from these
sales in 1983

The Company filed for a $19.9 million annual rate
increase with the Pennsylvania Public Utility Commission
(PPUC) in July 1983. A final decision from the Commission
is expected in April

Reduced operation and maintenance expenses

A paring of expenses p.oduced notable results in 1983
Total operation and maintenance expenses for the year were
slightly less than 1982. The operation and maintenance
budget for 1984, excluding fuel, remains lean with a 1.8
percent decrease from 1983 expenditures.

The Company had no short-term debt outstanding at the
end of 1983, Anticipating an increase in interest rates, the
Company accelerated part of its long-term financing program
with a sale of $20 million in first mortgage bonds in
December. Other sales for the year included $12 million of
common stock to Ohio Edison and $15 million of preferred
stock. The Company alsc completed a $5.2 million pollution
control and environmental improvement refunding issue. The
remaining portion of our 1983 construction program was
financed internally. This year, our plans to finance the con-
struction program include additional sales of first mortgage
bonds, preferred stock and common stock, as well as
internally generated funds

The Company has nearly completed its construction
program for air quality controls on coul-fired generating



units, In April 1983, Unit 7 at the W. H. Sammis Plant begas

operating with electrostatic precipitators. Penn Power, with :

an approximate 21 percent share in the unit, will have made continue to increase omj he total estimat
pollution control expenditures of approximateiy $21 milli { the Pen cles I ased from $4.0 billior
for this project when completed in late 1984 3.2 n in early 1983. The Company has a ¢

**Acid rain™ requires intensified research
The Company speaks out against the so-called cures for
“acid rain” which has become a major political issue. Costly
legislation based on conjecture more than reason and
scientific fact couvld result. Intensified research on this
phenomenon must precede a cost-effective remedy Mg g o

S ympieted

Penn Power will spend approximately $229 million for : UIJ,V" {’I"l C has
property additions and improvements over the next fiy
years, according to our current budget forecast. Our 1984
construction budget amounts to $73 million. Also, additional
nuclear fuel investments are expected to amount to $13 veirs aid
million in 1984, Construction of facilities and nuclear fuel
amounted to $80.1 million in 1983

The joint development of power plants and transmission
facilities with the Central Area Power Coordination Group
(CAPCO) companies constitutes the greater part of our Market-pricing plan for Quarto coeal
current construction activities. The Company has partial ebruary 1984, a PPU(
ownership in three CAPCO nuclear units, one operating and
two under construction. Unit | at the Beaver Valley Power
Statior. supplied 23 percent of our electric gener
1983, For the year, the unit operated at 68
ability, despite a 3-1/2 month refueling and
outage. The unit’s core was modified during
extend the time beiween refuelings from |2

Additional modifications will be made
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Operating Statistics

Revenue from Electric Sales (Thousands)
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Residential Customer Averages
Average Kwh Used per Residential Customer . . .
Average Price per Kwh-Residential (Cents). . . ..
Kiowatt-Hours Generated (Millions). . . .. ... ...
Kilownﬂﬂmm Purchased and Interchanged, Net

...........................

1982 1981 1980 1979
S 61,628 $ 52649 S 50251 $ 46425
36,068 30,225 28.374 25 588
61611 64,787 58,623 58,128
7082 @ 5347 < SA72 4426
166,389 153008 142,720 134,567
AR SRR, NGRS
$166409 _ $153032 _ §142703 $134.681
37.0% 34.4% 35.2% 34.5%
21.7 19.8 199 19.0
37.0 423 410 43.1
43 35 38 33
100.0 T 100.0 999 7999
T Pl o 01
100.0% 100.0% 100.0% 100.0%
865.0 8624 8455 823.3
578.2 566.1 5§36.9 512.6
1.487.7 19158 1.737.2 | 8785
1255 1315 1297 1262
3056.4 34758 32493 3.340.6
10 O R T Y
30574 34768 32514 3344 8
111931 111,121 110,012 109,032
12.994 12,902 12.839 12919
106 109 107 135
St SEPEG  R. | t .-_'_'.i
125,153 12425¢ 123075 122,200

7,755 7813 7,726 7.626
112 6.10 594 564
35467 38346 3.146 0 3.194 8
(400.2) (256.4) 296.5 281.7
562 577 548 554
1.66 1.66 S 141 1.22
77.7% 77.7% 77.5% 76.0%
6.] 6.1 6.3 74
162 162 162 166
__100.0% 100.0% 10. 100 0%
86.7% 78.3% 97.7% 88 4%
0.1 0.2 0.7 2.1
13.2 215 1.6 9.5
100.0% ~100.0% 100.0% 100.0%
| !868 1,779 1,682 1,500




Selected Financial Data

Operating Revenues. . . .. ... .............

OperatingIncome . . .. . ..............

Preferred Stock Dividend Requirements. . . . . . . ..
Earnings on Common Stock . . ... .. ........
Cash Dividends on Common Stock . . . ... ... ...
Total Assets at December 31 ... ... ... . ... ...
L L R e L L
DeprecistionReserve . . .. . ................

Nt Uiy Plant . . . . ... 0w onsos
Property Additions . . . . ..................

Nuclear Fuel Obligations. . . . .......... .. ...

CAPITALIZATION

Common Stockholder's Equity .. ... . ......

Pr+ferred Stock -

Not Subject to Mandatory Redemption . . . . .
Subject to Mandatory Redemption. . . . .. ..
T T R S

Total Capitalization, . .. ..............

CAPITALIZATION RATIOS
Common Stockholder’s Equity . .. ... ...
Preferred Stock -

Not Subject to Mandatory Redemption . . . . .
Subject to Mandatory Redemption. . . . . ...
T e S

Total Capitalization. . . . ... ..... ..., .

1983

_S185.883 $174 488

— PENN POWER

1982 19581 1980 1979

(Dollars in Thousands)

$157,208 $145.340

40.590 $ 37412 $ 32427 S 2942]

$ 29392  $ 24936 S 20822 § 21206

== s

6098 _$ 5605 S 5232 § 4660

23294 __§ 19331

$ 15590 § 16546

S 18324 $ 15876 $_14.301 $ 1227

oc

—

$710.886 $637.607 S$588.624 $517,285

s

$733.395 $649.350 $599.982 $546,744
137016 124,115 113044 101,585

$596379  $525235  S486J38  $445.159

$ 86889 $ 52858 $ 57,204 $ 57676

S 22847 . - -

$199,680 $194 666 $170,755 $154.438

41905 41.905 41905 41,905
33,395 26,298 27,200 17,600
295 405 262,011 242,194 225,156

$570385 _ $524.880  $482054 439,099

35.0% 37.1% 35.4% 35.2%
7:3 8.0 8.7 95
59 5.0 56 40

_ 518 499 50.3 51.3
100.0% 100.0% 100.0% 100.0%




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

TOTAL ELECTRIC SALES T Residential
(Millions of Kilowatt-Hours) — Comhaiciol
| EURSI

Results of Operation:

The increase in operating revenues during 1983 resulted
from several factors, most important of which we-e a rate
wacrease effective in September of 1982 and increased
kilowatt-hour sales to most classes of customers. Industrial
kilowatt-hour sales increased in 1983 following a substantial
decrease in 1982. This increase in sales to industrial cus-
tomers reflects the improving economic environment in the
Company’s service territory. In addition, the Company
entered into two long-term sales contracts with other nen
associated utilities in 1983, These contracts contributed to
the increased operating revenues for the year 1983 Partially
offsetting this reverue increase was a reduction to the
levelized energy cost rate. The 1982 operating revenue
increase was primarily due to rate increases effective In
January and September of [1982. This increase was par
tially offset by decreased kilowatt-hour sales and reductions
to the levelized enc gy cost rate.

Reductions in fuel costs were primarily attributable to
reduced consumption of coal as a result of outages to genera-
ting units at the New Castle Plant and Sammis Unit No
during the year 1983, Fuel costs in 1982 were at substantially
the same level as 1981. Net purchased and interchanged
power expenses increased in 1983 compared to 1982 pringi-
pally due to reduced deliveries of power to Ohio Edison in
1983 and increased purchases of low-cost power resulting
principally from the Company’s contractual obligations with
Ohio Valley Electric Corporation. The reduction in pur-
chased and interchanged power, net, in 1982 ;esulted from
the improved availability of the Company’s generating units

There were no significant changes in maintenance expenses
tor 1983 as compared to [982. Maintenance expenses
increased in 1982 following a decrease in 1981. The increase
was principally due to the scheduled outage of Beaver Valley
Unit No. 1 for refueling and certain modifications

The provision for depreciation increased in 1982 princi-
pally because of increased rates which were approved by the
PPUC in January 1982

Financing requirements associated with the Company’s
construction program continued to remain the principal




factor giving rise to the increases in interest expenses in 1983
and 1982, As the Company's construction projects proceed
and unti! the projects are placed in service and included in
rate base, the total allowance for funds used during construc-
tion (AFUDC) will continue to increase in order to capitalize
the appropriate financing costs which are not currently
recovered *hrongh rates,

Informatior with respect to the estimated eftects of infla-
tion upon the Company is given in Note 8 of Notes to
Financial Statements.

Capital Resources and Liquidity

The Company’s current budget forecast reflects expendi-
ture: of approximately $73,000.000 for new construction in
1984. In addition, the Company expects to invest approxi-
mately $13,000,000 for additional nuclear fuel. The Com-
pany plans to meet its 1984 capital requirements, depending
on market conditions, through the issuance of additional first
mortgage bonds, preferred stock and common stock, as well
as internally generated funds.

The Company had $23.000,000 of iemporary cash invest-
ments at the end of 1983, resulting principally from the sale
in December of $20,000.000 principal amount of first
mortgage bonds. The Comp ay accelerated its long-term debt
financing plans to take advantage of prevailing favorable
interest rates

Based upon earmings as of December 31, 1983, under the
earnings coverage requiremer ts of its first mortgage inden-
ture, the Company could presently issue approximately
$52.000,000 principal amount of additional first mortgage
bonds at an assumed interest rate of 13%. Based on those
earnings and assuming the issuance of no additional debt,
under its Charter restrictions the Company could presently
issue approximately $14,000000 o1 additional preterred
stock at an assumed dividend rate of 13%.

The Company has a rate case pending with the Pennsyl-
vania Public Utility Commussion which, it granted in tull, is
designed to produce additional annual revenues of approxi-
mately $19900,000. New rates are expected to becone
effective in April, 1984

PENN POWER
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At December 31

Utility Plant
In servi

Other Property and Investments

Current Assets

Deferred Charges
Deterred OQuart

1952

(In Thousands)




At December 31, 1982

{In Thousands)

Capitalization |
Com
Preferred s
Not subjec
Subject to m

Long-term d¢

Nuclear Fuel Obligations (Not

Curvent Liabilities
Current maturitie I long
Notes payable to banks (Not
Accounts pay 1ble
Parent company

Other

Deferred Credits

Commitments, Guarantees and Contingencies (N
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Statements of

For the Years Ended December 31

Operating Revenues

Operating Expenses and Taxes

Operation

F ue

Purchased

Other «

I«

Maintenar
Provision f

Amor

(;er
Ir

Total oj
Operating Income

Other Income and Deductions
Allowan

Ine

Interest or
Allowan
construct

Othe
Ne

Net Income
Preferred Stock Dividend Requirements

Earnings on Common Stock




(In Thousands)

Property Additions
Electric P
N i |
Not




At December 31, 1982

{In Thousands)

Commeon stockholder’s equity
Common stock, $30 par value, 6 500 000 shares aut!
5 .490.000 and 5,090,000 shares outstanding, re
Other paid-in capital
Retained earnings (Note 4a)

Total common stockholder’s ¢

Preferred stock (Note 4b)
Cumulative, $100 par value
Authorized -950 000 shares
Not Subject to Mandatory
Rt‘xi(‘!hplwl'
424 4 64° 141 049
7 647 - 8 OO 118.000
548 916 160 000
Total not subject
to mandatory
redemptior
Subject to Mandatory
Pedemption (Note 4¢)
8.24% 90 .00

10.50% 100 .000 100 00K
11.00% ) 708 639

11.50% 150.000
15.00 80 000

redemption
Long-term debt (Mote 44d)
|
eighted average intercst
veighted average interest
10.68% weighted average interest ri
8. 46% weighted average interest rate
9.30% weighted average interest
Total first mortgage bon
Secured notes and obligatior
5 83% weighted average interest
8 51% weighted average interest
77% weighted average interest r
10.66% weighted average interest

7.53% weighted average in

Amount held by Trustee
Total secured notes and
Net unamortized discount on debt
Long-term debt due within o
Total long-term debt

Total capitalizati

The accompanying Notes




For the Years Ended December 31

Balance at beginning of period
Net income

Deduct
Cash divic

Cash dividends

lends

Balance at end of period (Not

4a)

Common Stock

Number Par
of Shares Value

1982

(In Thousands)

Preferred Stock

Not Subject to
Mandatory Redemption

Number Par
of Shares Value

Other
Paid-In
Capital

{ Dollars in Thousands)

Subject to
Mandatory
Redemption

Par

Number
Value

of Shares




Statement:

For the Years Ended December 31

General Taxes
tate gr
Real
State «

Income Statement Classification of

Provision for Income Taxes
Operating exper
Other ir

Allowar

Ses

Sources of Deferred Ince

yme Taxes
Howan !

ce for borr >

Deferred f
Deferred intere

Nuclear f
Other

el

Net

Reconciliation of Federal Income

Statutory Rate to Total Provision

Tax Expense at
Book in

for Income Taxes
before pr . ' 1ax
Federal ing
Increases (red

Allowance fo

nstructi
ncome

Excess
State ir

f tax .

me taxes
ncome

tax benelit
Other. 1




Notes to the Fir

(1) Summary of Significant Accounting Policies Common Ownership of Generating Facilities

Company ; I ( ( \

\ o
(Edi
sion (PPUC)
(FERC)
Revenues

It {

net

Nuclear Fuel

| {

Allowance for Funds Used During Construction (AFUIX
i ( \ N




Income Taxes
Details of the t

on the Statements

expenses tor tax ¢ int Pe 5 3
. ' June 30
“n‘ Lot » the ne« ¢ 1 111

npany
i daddune ‘ ' 1953 1982

income and

n

clatil

generally f
L‘\"ng‘ ts
‘.\1‘4 be ¢
payable
the PPLI(

Il.»

Pensions
The (

SeIvi

19K1]

respe Vi
$354 000
the balan Significant Parent Company Transactions
panies or charged tq s11 ' ' '

imaortizaty

basis
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19X
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Notes to the Financial Statements — cont.

(2) terminated Construction Projects

In January 1980, the Company and all other CAPCO
companies terminaied plans to construct four nuclear genera-
ting units. Costs, in.cluding settlement of all asserted clains
resulting from termination, unrecovered by the Company as
of December 31, 1983, apglicable to these units amounted to
approximately $16.,000.000.

Company is currently seeking approval from the

FERC to recover these costs from FERC jurisdictional
customers to the extent they are allocable to those customers.
The Company is currently collecting interim rates from
FERC jurisdictional customers which are intended to pro-
vide for recovery over a ten-year period and. accordingly,
those costs applicable to FERC jurisdictional customers are
being amortized over that period. The Company believes that
the construction costs were prudently incurred and has no
reason to believe that the FERC will not act favorably upon
its request. The PPUC has indicated that it will allow the
C y to begin recovering its share of the costs allocable
o jurisdictional customers over a ten-year period
beginning with the effective date of new rates resulting from
its pending rate increase request.

(3) Leases:

The Company leases nuclear fuel, certain transmission and
distribution facilities, office space and other property and
equipment under cancelable and noncancelable leases. Total
rent expenses included on the Statements of Income were
$8.646,000, 54,618,000 and $5.116.000 for 1983, 1982 and
1981, respectively. The future mmimum rental commitments
as of Decembe:r 31, 1983, for all noncancelable leases

recorded as operating leases are:

L I $ 5.071.000

A e G R B 4,369 000

T R T N T S 3 857,000

R E o B o a8 i o s 3 A58.000

B e W) a8 g e o 6 1 o 5 e I b 2.201 000
ears thereafter . . . ... ... ... .. 52,695 000

If all noncapitalized financing leases had been capitalized,
the effect on total assets and total liabilities would not have
been material.

PENN POWER

(4) Capitalization:

(a) Retained Earnings -

Under the Company’s Charter. the Company’s retained
earnings unrestricted for payment of cash dividends on the
Company’'s Common  Stock  were  $33.773.000 at
December 31, 1983,

(b) Preferred Stock -

At the Company's option, all preferred stock may be
redeemed in whole, or in part, at any time upon not less than
30 nor more than 60 days notice, unless otherwise noted.
Redemption of all preferred stock issued within the past five
years is subject to certain restrictions regarding refunding
operations. The optional redemption prices shown on the
Statements of Capitalization will decline to eventual
minimums per share according to the Charter provisions that
establish each series.

(¢) Preferred Stock Subject to Mandatory Redemption -

The Company’s 8.24% Series and 11% Series each include
provisions for a mandatory sinking fund to retire a minimum
of 5,000 shares and 4,000 shares, respectively , every yeur on
December | and January 1. respectively, at $100 per share
plus accrued dividends. Its 15% Series and 11.50% Series
cach include provisions for a mandatory sinking fund to
retire a minimum of 3,200 shares and 15,000 shares, respec-
tively, on July 15 of each year beginning in 1988 and 19¢9,
respectively, at $100 per share plus accrued dividends. The
Company's 10.50% Series includes a provision for mandatory
redemption of the entire series on April |, 2040, at $100 per
share plus accrued dividends.

As of December 31, 1983, the Company’s sinking fund
requirements for the next five years are:

1984, ., .. b i e I ot e B e g $ 500,000

R Tt o= I e, f L = N e 871,000

el RSN ol S S RN 900,000

L M N T, T LT 900 000

o, Sren e W e i T SRR 1,220,000
17



(d) Long-Term Debt

(6 ) Notes Pavable to Banks and Lines of Credit
[ {

{5) Nuclear Fuel Obligations

D 81, P




(7 ) Commitments, Guarantees and Contingencies

Construction Program




Environmental Matters

Other Legal Actions and Complaints
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(8) Supplementary Financial Data
Financial Reporting and Changing Prices: (Unaudited )

N

Results of Operations
Adjusted for the Effects
of Changing Prices fou
the Year Ended
December 31, 19583

Adjusted for

General

Inflation

{ Thousands of

Adjusted for
Change in

Specific Prices

(Current Cost)

Average

1983 Dollars)




Comparison of
Supplementary Financial Data

For the Years Ended December 31

19581 19580
(Dollars in Thousands)
Operating Revenues
Historical
Adjusted to
Income (Loss)
Historical
Adjusted for ¢ch
1983 Dollar
Reéturn fron
Average (

anging pi

ymmon Equit
”1\:' H\..vl

Adjusted |

Histori
Adjusted to
Excess of Incr
on Property

Price Cl

Plant ¢
inges (Average
Advantage R it
P’H\UM'T‘L Pow
(Average 1983 Do
Year End Con
Historical
Adjusted fi
1983 Dollars)
Average o

18
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Ihe increas

vear attempt
APPI ximate
acquire
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(9) Summary of Quarterly Financial Data

The HOWINE summarizes certain operat
March 31
1953
Operating Reveriuss $46 96¢
Operating Expenses and Taxes 4992
Operating Income 11974
Other Income and Deduct ; $ 35¢
Net Interest
Net Income 3 9.0¢
Earnings on Common Stock § 739

March 31
1982

Operating Revenues 37934

Operating Expenses and Taxes
Uperating Income 0.008
Other Income and Deduction

\v'l .'l'« 1 ) )

Net Income

Earmnings on Common Stock < R ¢

Three Months Ended

June 30 September 30
19583 19583

(In Thousands)

4 i ) X9
N ) N
0.¢
3 i KK
+
X014 < NOR
S 6 34 S ¢ % |

Three Months Ended

June 30 September 30
1982 1982

(In Thousands)

S46 4K9 $4¢ y*
6H 4 { NG

- )

1 6 4R

< $R( 69
g )X 14

December 31

1983
104
14X

N

December 31
19582
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HIGHLICHTS

arnings Per Con

Dividends Declared Per (

Return on Average Common E¢

Financial Result

Earnings per Common Share Dividends . =clared per Common Share

ABOUT TOLEDO EDISON




TO OUR SHAREOWNERS:

It is a pleasure to report a sig
uificant earnings gain, especially
in the second half of 1983

Shareowners and customers
alike are benefiting from the
resulte of our successful, on-going
cost reduction and control effort
And an upturn occurred in kilo
watt-hour sales due to the improv
ing economy and a return to more
normal weather patterns

~

The price per kilowatt-hour of
electricity to our customers was
reduced significantly. Our power
generation facilities, particularly
nuclear, set new records for pro
duction and efficiency

The dividend rate was in-
creased two cents, to 63 cents per
common share, by your board of
directors in December. This was the
21stincrease declared in the last 2:
years. The new rate is equivalent to
$2.52 on an annualized basis. 1983
also was the 62nd consecutive yvear
of dividend payments

Earnings rose to $3.50 per
common share from the $3.18of the
previous year, a 10) percent increas«

Leading the way to a 9 percent
increase 1n industrial kilowatt
hour sales were the substantial
gains registered by automotive
related customers. Their power uss
was up 18 percent for the year

The improving economy also
means employment in our eight
county service area has been on the
rise. By late 1983, total employment
was at its highest level in fou:
years

Locally, two major automotive
related employers are operating at
pre-recessionary levels They've
invested in retooling their existing
northwest Ohio plants and have
called back laid-off workers. We ses

that as further evidence of a direct
]

correlation between industrial ele
tric consumption and the economis

health of the community

Total 1983 kilowatt-hour sales
rose 3 percent. This was the first
overall saies increase in the last
four years. Sales to municipal cus
tomers decreased as a result of
their increased purchases of power
from other government entities

Residential and commercial
kilowatt-hour sales showed only a
slight annual increase. The first
half of the year saw exceptionally
mild temperatures and low sales
However, the weather returned
more normal patterns in the sum
mer and fall, with December tem
peratures being very cold

We decreased our prices to
customers during the year. Most of
this is attributable to a 50 percent
“fuel charge” por

tion of our customers

decrease in the
bills in
This reflected our lower
1el costs over the prior six-month
period

August
§
It resulted primarily from
the low-cost generation of the
Davis-Besse
with continued efficient produ
tion from our cecal-fired Bay Shore
Station

Nuclear Station, along

Also in Public

Utilities Commission of Ohio

August, the

approved a partially offsetti

increase in our base prices

fuel adjustment period. This came

at a time when 1 ould be most

beneficial - rig » the winter

K1l

heating season

Of particular significance in
this commission decision
1al allowance of carryving
iarges on Constiruction Work
Progress (CWIP) for the Perry No. 1
generating addition project as part

of the basic price increase. The first

was the

Perry Unit is now over ¥0 percent
complete. Work on a second unit
about 40 percent complete, is being
minimized pending completion of
the first unit and future evaluation
of capacity timing needs. Your
company has a 20 percent owner

shup share in the two units, which
are being built by Cleveland Ele«

tric llluminating Company on
behalf of the Central Area Power
Coordinati (i!"‘tip CAPCO). We
also have about a 20 percent owner

ship share in the Beaver Valley Unit
No. 2

;1!14»- and under the

now about 80 percent com
onstruction

supervision of

I)v.qx:r\r“' Light
Company
Our Davis-Besse station set a
new record for annual production
in 1983. The nuclear unit provided
: billion kilowatt

1 1
1G98




Coal-fired units yrovided
about 66 percent of company
generated power in 1983, a depend
able complement to ¢
generating source

We'll continue fine-tuning the
procedures and equipment at ouz
generalting staticns to Keep Ltheir
performance at peak efficiency
Our coal-fired units, in particular
have been the recipients of many
modifications in recent years, most
of which are designed to minimize
any harmful environmental
impact

mproving air quality is the
reason we have already made sub
stantial environmental equipment
investments at our Acme and Bay
Shore Stations in Tbledo. We have
also changed to higher-cost, low
sulfur coal sources for
Your management team believes
the company probably should be
minimally affected and, in fact
will be less affected than most
other utilities in this part of the
country by proposed acid rain
legislation

our boilers

Cost-control
lowered costs in
stance, our operating expenses 1or
the year showed only a slight
increase and maintenance
expenses actually decreasec by 16
percent. We achieved this by care
fully evaluating even the most
routine projects for ways to reduce
expenses

programs
1983. For in

Cost-control continues to be
truly an all-around effort. All of
our employees deserve a great deal
of credit for making the cost
reduction program work. Partially
through their hard work and sas
rifices, including wage freezes, we
were able to experience an
improved financial condition com
pared to the previous year

Management was strength-
ened and re-aligned in 1983
Donald G. Nicholscn was elected
senior vice president, finance. He
continues to direct the extensive
financing of our construction pro
gram and has the additional
responsibilities for accounting and
treasury activities. Paul M. Smart
joined the company as senior vice
president, with prime responsibil
ity for corporate development. He

was recently elected to the board of

directors

Lyman C. Phi
corporate ‘w
tration. He
sipiiities
personn
trial se«
building
DUSINEeSSs ¢

well

1983 was a gratifying year
Our earnings were up while cus-

tomer prices were down
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BOARD

he company’'s board of dire«
tors (right) inspected the Perry No
1 and No. 2 generating projects
being built northeast of Cleveland
The tour provided an opportunity
for first-hand inspection of con
struction quality and progress
Most of the time and effort on this
project 1s involved with the first
unit, which is over 90 percent com
plete. Work on wne second unit
about 40 percent complete, is being
minimized pending completion of
the first unit and future evaluation

of capacity timing needs

'he company’s hoard and senior
management will continue
closely monitor developments and
progress at Perry during 1984
Meanwhile, work at a third CAPCO
generating project, Beaver Valley
No. 2 in southwestern Pennsvlva
nia, 1s about 80 percent complete

and on schedule

ons

¢

L

.

1on
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BALANCED COAL/NUCLEAR LUNERGY MIX
WORKS FOR NORTHWEST OHIO

A balance
helped lower
area last yeal
'he Davis
had its bhest 0D«
2 billion kilowatt
being unloaded (left) upon

us to 1nitiate about a 50

charges , which make

include Bruce Manstiel tation (¢ 1t top) 1n
Pennsylvania and Acme a1 Shore stations in Toledo
Coal was the fuel

‘ated by Toledo Edisc

+

facilities to keep cost
Vear 2 maintenance
» Statio® onnosit
e otltatl {OP] 1
reduce over.ime work
about $40.000. Maint«

red







ECONOMIC ACTIVITY ON THE UPSWING

Northwest Ohio has been experiencing
renewed business investment. Construction activity
(below left) in downtown Toledo will lead to new office
space and hotel and convention facilities. It will also
bring added tax revenue and jobs. Portside Market-
place (top), along the Maumee River, is scheduled to
open in May 1984. Its n.any restaurants and shops
will help bring in commercial business and diversify
the economy. Toledo Edison’s 12-year-old headquer
ters is centered in this redevelopment area

Toledo’s largest employer, American Motors-Jeep
(below right), reinvested substantially in production
facilities and recently returned to full employment for
the first time i1n four years




Financial Analysis

Results of Operations

Earnings per common share were $3.50
in 1883, 10 percent higher than las

iNng return on average shareowner's inve

Operation and maintenance expenses were
reduced reflecting an intens st reduction o1

1ul
percent is the highest returr

Total revenues increased n
Kilowatt-hour sales to our retai !
and the full-year effect of our June 1982 pri
increase. Sales to electric wholesale
declined in 1983 as our municipal
purchased a portion of their electri
other suppliers

The Public Utilities Commission of Ohio
granted us an annual increase of £23 million in
our retail electric rates in August 1983. Approxi
mately $12 million of the rate increase was due to the
inclusion of $63 million of Construction Work In
Progress (CWIP) in our rate base. The CWIP includes
in rate base was primarily due to the Perry Nuclear
Unit. In addition, the PUCO allowed us to continue
to amortize over ten years our share of the costs of

State and local taxes increased due to:
temporary state excise tax rate on increased reve
nues and to higher property taxes resulting fron

| increases in plant assets. In May 1983. the Ohio
the four nuclear generating units cancelled by the

Central Area Power Coordination Group (CAPCO) in
1980 { see Note 6)

public utility tax was temporarily increased from

475 pescent to
I ‘

porary increase expire in April 1984. We are barred

by statute from collecting this increase fn

).28 percent. The effects of this tem

We requested a 50 percent reduction in the
fuel component of our electric rates and received
PUCO approval in August 1983. This reduction was
attributed largely to the good operating perf
mance of cur Davis-Besse Nuclear Unit combined
with continued efficient production from our coal
fired Bay Shore Station. The net resuit of this, com
bined with the rate increase described above, was a

customers. The one-time cost to us is $2.5
which $1.7 million was charged to expense in 1983
The increase in federal income taxes resulted t.om

higher taxable earnings

Allowance f I waquity Funds Used Dur

t1

vely known as AFUIX

ing Constru
increased substantially due to a higher CWIP base
and higher average AFUDC rate rough AFUDC

tas . 1 2 e} ] . ) Ly
we capitalized a substantial amon i1 the financing

reduction of our rates by approximately 10 percent
The next revision of the fuel component will be in
February 1984

costs associated with our continuing

program, including a return on equity funds used

We filed a price increase request in November
1983 with the PUCO for a $61 million increase in
retail electric rates. Continuing high financing costs

Leng-term f

financings in 1983 resulted in

a ‘ increased interest and preferred stock dividend pay
associated with our construction program make : R

these added revenues necessary. The PUCO will
probably rule on this matter in the summer of 1984

ments, as well as more mmon shares outstanding

¥

I[."\" mnancings, wnict ’ 1eCessdal y ) Tunda our

mstruction program atte ' OUr earnings

Total kilowatt-hour sales increased by 3.1 per
cent over 1982. Industrial sales showed a healthy
increase indicating that our service area is recovel
ing from the recession. Leading the way in the

76.5 percent of 1f common stock dividends
ire not taxable as current income for federal income
tax purposes and will be considered a return of

’ capital instead
industrial category were increases in sales to motor

vehicle manufacturers, petroleum refineries and
foundries. The increase in industrial sales was due
to a surge in manufacturing output. Favorable
weather conditions also contributed to the increase
Liquidity and Capital Resources

Fuel and net purchased power decreased in
1983. Greater use of low-cost nuclear fuel resulted in Weareengaged .amajornuclearconstruction
a decrease in fuel expense. This was partially offset program that has been, and will continue to be, mod

by a decline in short-term power sales to other eled ified as necessary for « hanging economic conditions




Construction expenditures totaled $29-
1983. Most of this was due to the cont

tion on three CAPCO nuclear generating
No. 1, Perry No. 2, and Beaver Valley No

for additional discussion regarding rerry
These units are currently planned to be in
service between 1985 and 1988 Howevel
review of the construction schedule of Perr)
continues by the members of the CAPCO g
ownership share in each of these units 1s
20 percent (see Note 5

Public and privat
be a major source ol
nal financings prov
this. we used about $1
struction program, $4
term debt that existed

million to invest in she

end and the balance to pay f maturing ng-ter: Our 1984 censtruction expenditures are
obligations estimated to be $328 million t of

Funding of ou
future is dependent or
at reasonable terms and the
from internal operations. Our
nal financing and the cost ol
upon financial markat condi
cient to maintain debt and pre
ratios, and changes in
and credit ratings, am
agencies lowered oul
ing the cost of raising new

Recent adverse developn

AUDITORS’ REPORT
To The Shareowners and Board of Directors of The Toledo Edison Company

We have examiu the ¢
ments of capitalization «
(an Ohio corporation
1982, and the relatec
tions, earnings reinve
invested 1n plant and
years in the period e1
examinations were Imnaf
accepted auditing standards and
included such tests of the
such other auditing pro

essary in the circun

As discussed further:
ordered that the extr
of common stock
reversed and amq«
pany has appeales

the outcome of




REVENUES AND OTHER INCOME

Electricity sales to retai 1Istometl

Electricity sales t
(ras and steam heat

Other income

EXFENSES

Fuel and net purchased

YON

¥
'
T
i

+1

Operating and administrative

Maintenance of equipment and fa«

Depreciation and amo

State and local taxes
Debt interest

Allowance for debt funds

Income Before Federal Income Taxes
Federal income taxes

Income From Operations

Allowance for equity funds used during const

Net Income

Preferred stock dividends

Earnings Before Extraordinary Item
Extraordinary gain (exchange of common s

EARNINGS ON COMMON STOCK

Average Number of Common Shares Outstanding (thousands

EARNINGS PER COMMON SHARE
Before extraordinary gaii
After extraordinary gain

RETURN ON AVERAGE COMMON EQUITY

(before extraordinary gain




Balance Sheet

thousands of dollars

" ASSETS
Property, Plant and Equipment
Plant in service

Less accumulated provision for depreciati

Construction work in progress
Nuclear fuel in service, at amortized «

Current Assets
Cash and temporary cash investn
Accounts receivable — net
Fossil fuel, at average cost

ents

Materials and supplies, at average co
Prepaid taxes
Special deposits and other

Other Assets
Property taxes — subsequent years
Deferred charges — cancelled genera
Quarto coal cost

Miscellaneous

Total Assets

e CAPITALIZATION AND LIABILITIES
Capitalization

Common shareowners equity
Cumulative preferred stock
Cumulative preferred stock wit
Long-term debt

Nuclear Fuel Obligations
Nuclear fuel trust
Nuclear fuel lease

Current Liabilities
Short-term notes payable
Long-term obligations due within
Accounts payable

Accrued taxes

Accrued interest

Dividends declared
Accrued expenses and other

Accumulated Provisions and Other
Deferred federal income taxes
Accelerated depreciati
Cancelled generating pro

) 2N .y ’ 3 |
Property taxes and other

Investment tax

Deferred credits

Total Capitalization and Liabilities




Capitalization

tiousands of

Common Shareowners’ Equity
Common stock, $5 par valu
Outstanding shares - 29.66
Premium on capital stock
Earnings reinvested in the b

Cumulative Preferred Stock
Annual 1983
Dividend Shares Outstandin
Rate thousands

Not subject to mandatory redemption

4. $ 456 310

$10.00 90

to mandator

to mandatory redempt
18] 6(
38 .
25
65
=0

Long-Term Debt
First Mortgage Bonds, excluding «

Maturities Interest Rates
1984

1985

1986

1938

1990 - 1993

1997 - 2000

2002 20086

2008 - 2013

Discount in process of a1

Other Long-Term Debt, excluding curre
Notes, 8 75%. due 1985 - 1997
Term bank loan, average interest rats

Pollution control notes., 571 - 7 d
]
A

Pollution control loan agreemen

Total Capitalization




Earnings Reinvested

(thousands of dollars)

Balance, at the beginning of year

Add — Net Income
Extraordinary gain
Deduct — Preferred stock dividends declared
Common stock dividends declared

Earnings Reinvested During The Year

Balance, at the end of year

Source of Funds Invested in Plant and Facilities

thousands of dollars

Provided From Internal Sources
Net Income
Principal non-cash items
Depreciation and amortization
Deferred federal income taxcs
Investment tax credits - net
Towal allowance for funds used during e
Other — net
Funds provided from operations
Dividends
Reinvested funds provided from operations
Net change in current assets and liabilities
Total allowance for funds used during constr

Provided from internal so

Provided From External Financing

Sale of Securities

Common stock

Preferred stock

First mortgage bonds

Conversion of short-term debt t«
Net change in short-term borrowings
Net change in temporary cash inv
Redemption of long-tern
Net change in nuclear fuel

Provided from external financing

Total Sources Of Funds

Construction Expenditures
Increase in Capitalized Nuclear Fuel

INVESTED IN PLANT AND FACILITIES




Summary of Significant Accounting Policies

General Depreciation aad Maintenance
Our accounting records are mait |

ance with the Uniform System of Ac

scribed by The Federal Energy Regulatory

'}"}‘tH'V'r.I:l’l‘u’!';)?l'(i?“, The Public Utilitis

of Ohio (PUCO

Revenues

Customers are billed on ¢
based on rates authorized by
to electricity consumption
wholesale customers are bille

reading basis

Fuel

The company collects estin
sequent six-month time periods thr
ery rate. The rate is based on
projected costs and generation. The PUCO reviews and
approves the projected rate and historical performance
The difference between actual and estimated fue
charges are deferred until they are applied to the cus
tomer’s bill. This enables us to better match fue
expenses with fuel adjusted revenues

The company charges the cost of nuclear fuel
fuel expense based on the rate of consumption
tion, the estimated nuclear fuel disposal costs : onsidered
included in fuel expense. The company contracted with avable We
the Department of Energy (DOE) for permanent dis
posal of spent nuclear fuel. For fuel used before 1983
we owe the DOE $8.9 million, which will be paid on or
after June 1985 We have already collected $4.6 million
from our customers and have requested additional reve
nues of $4.3 million in our current PUCO rate case. For
fuel used after April 1983, we are currently collecting
the fee from our customers and paying the DOE

except for the

real property

De

Retirement Income Plan

Our retirement income plan is non-contributory
and covers all employee groups. The company funds
each year s cost and amortizes unfunded past service ,
costs over a 30-year period. Pension cost is based on management and general over :, wds
estimated salary levels and service years of employees i
at their retirement. Total pension costs were: $4.5 mil '
licn in 1983; $4 4 million in 1982; and $3.7 million in
1981. Experience gains and losses are amortized over
15 years

Property, Plant and Equipment

Property, plant anc y

riginai

included 1n the costs

items as related payroll taxes, per

r debt and equity funds used during ! !
DC). AFUDC represents the estim omposite

dedt interest and equity costs of capit funds used

finance construction. These costs are charged to

erty, plant and equipment and credited to in¢

The actuarial present value of total vested and )C on the Results of Operations statement

nonvested plan benefits is based on salary levels and X

years of employees’ service as of January 1 for each in 1983 s percent to 10

year. These were: $42 million and $6 million in 1983 an pert ) 8%, percent in 1981

and $39 million and $6 million in 1982 The weighted

average assumed rate of return used in determining

these values was 8 percent for both 1983 and 1982 Reclassifications

Market value of net assets available for benefits Certain lassificatic

amounted to $75 million as of January 1, 1983 and $58

million as of January 1, 1982

1
!
A

rates. ne $ ranged from 1




Notes to Financial Statements

December 31, 1983

(1) Pussible Charge Against Earnin s
In November 1981, we exchanged 946,293 shares
common stock for $25.6 million ot O [
owned by an investment banking firn
exchange value was $16 025 per share
provided a non-taxable extraordinary
lion. This is the d. ferance between ti
traded and the principal amount of
plus their accrued interest

(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 would be $1
CAPCO companies to stop construction of Perry No. 2 Reinvested fron nillior i
and prevent them from accruing further AFUDC on that tion in Earnings Reinvested would have Lo be repla ed
unit. Finally, the petiiion asked the PUCO and the board with additional co n equity funds. The amount of
not to approve the issuance of securities to finance cancellation ¢ I and other costs payable if work on

further construction of Perry No. 2. The petition alleges Perry No. 2 were to be st d 10t presently deter

that the completion of Perry No. 2 will result in an able, but could be tan DC related to Per
unreasonable level of excess capacity and that the result No. 2, which ac !
ing rates charged to customers would be excess)ve million 1n 1983

AFUDC before

redquce earnings

therwise have beeln

(3) Federal Income Tax Details
Supplementary information regre

taxes is set forth in the following

For the years ended December 31

FEDERAL INCOME TAX EXPENSIH
WAS COMPUTED AS FOLLOWE
Max at statutory rates

pre-tax 1
reases (1
in taxes d
Allowand
during
pEXtraordinary
exchan

SLOCK |




(4) Quarto Coal Arrangements Deferral

a. Coal Supply Contracts
T'he CAPCO

arrangei

?“‘“P:""

Danies ¢

shares of Quart

tx IOp and equip the

I the

of these co

cent. Our

ber 31, 1982

12.4 percen

ur
December

(5) CAPCO Power Pooling Arrangements

YT T 7 ntor } }

into a pPOWeETr- O
in the interes

substar




(€) Previously Cancelled Generating Projects
In January 1980, the company, alor |

CAPCO companies, cancelled the

nuclear generating units. All «

to these units have now beer

In April 1981, the
of these costs over a ter
expense. Since April 1981

costs to expense over that ten

In June 1982, the PUCO disa
COSsts as an ";M-l.x’lj g expense, base

™ 1

Supreme Court decision. This

appealed to the Ohio Supreme (
still pending. The ]

1CO did a

Cumulative Preferred Stock With Mandatory

(7) Capitalization
Redemption

a. Capital Stock Transactions
For the years ended } DA

December 31

CAPITAL STOCK
SOLD (RETIRED

Common stock
Publi

Exchang

SLOCK

aAreownel

Beinvest

et

d. Long-Term Debt

PREMIUM ON (
Balance, begnr
Premiun

Balan

b. Cumulative Preferred Stock
We are author

par and 8,000,000

ferred Stock unde

101 e annual
ferred Stock

$31.2 muhon {

percent




[ul.’.}"\

of $41

(9) Short-Term Borrowing Arrangements

We had $96 .1




(11) Effects of Changing Prices (Unaudited)

ef
Dollar Acc

assets, nal

Cost Accon

fect

Const
stated in te
measured
Consumers
nanges in x';n-‘ 11
WAas acquired to
estimates the pre

assetls and was qe

plar
Ce

y

thi

pia

added cost
18 shown

Inflatic




Financial Review

Revenues and Other Income (th

105 482 169 672 42 118 478 547 16 824 495 371 24! ¢ 506 233

i 464

10 696

Expenses (thousan

125 975 77 632 32 734 8 . 45 210 108 612 (30 443) 410 858 32 6186

Income (thousands of dollars Common Stock

62 759 585 128 344 30 129 215 28 040 3.50 4.5 22! 7.t 1800 24.12

G BZ28

o0 639




Statistical Review

Electric Sales (millions of kilowatt-hou Electric Customess (en f year Residential Usage

1983 3127 7 131 242 95% 23 694 . 7 . 4« 665

1982
1981

1980

Load (megawatts

7 066

Investment (thousands of «

1 033 641 1 118 802 ‘ 75 347 294 010

Capitalization (t!

200 OO0 94 002




Board of Directors Officers

Richard F. Anderson
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Richard P. Crouse

Vice President, P

Raobert H. Davies ({
el ry & Pres
Owens-lllinois

Mortgage Trustee

Chester Devenow

Auditors

Eiwood L. Elberson

Stanley W. Gustafson

President. Dana I por

Wendell A. Johnson
President and

Operating Off
perating Of

Isabel F. Martin

Lonsuits

Donald G. Nicholsor
Senior Vice Presid
Henry Page. Jr
Director of Den
Med il (
Executive Offices
Lyman C. Phillips M
¢ President ! .
Paul M. Smart

senior e President

Dividend Disbursing and
Reinvestment Agent

yorate Developn

i\ LIS

Willard I. Webb_ 111
Chairmair
Execut

Ohio (

0 Citisens Bank i v "84 Director Changes
John P. Williamson

C : Chester Devenow, chairman and chief exccutive offi
ialirma anda Ci

cer, Sheller-Globe Corpora.ion, was elected to the board
of directors in August, 1983. Sheller-Globe, a Thledo
Robert G. Wingerter (NXO*¥S | : . based company, is a major manufacturer of parts and
; man, Execut ommitt / 407 assemblies for cars, trucks and off-highway equipment
Owens-Ford Com;g y . . Mr. Devenow is a graduate of New York University

Executive Officer

Key to Directors’ Committees | s . He replaces Marvin 8. Kobacker, who was elected

. : B ) director emeritus after 14 vears of distinguished board
(A) Audit service
(C) Comper

(E) Execut )

(N) Nominating it Paul M. Smart, senior vice president. corporate devel
: opment, was elected to the board of directors in January

(O) Operations o ‘ ; 1984

(8) A former senior partner with Full Henry
specialization in Toledo Edison regulatory matte

Smart continues as the company’s general counsel
added responsibilities for marketing, rates, area (

Directors Emeriti
Floyd M. Canter

opment, and research and development

He replaced board member Stanley W. Gustafson
William 8. Carison | - who died sh v before send We will miss Mr Gus

Virgil A Gladieux | tafson's tale
Marvin 8 Kobacker ‘







