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Deimarva Power & Light Company
Consolidated Statements of Income
{Dollars in Thousands)
For the Years Ended December 31 1984 1983 1982
Operating Revenues Electric $ 584163 § 542252 § 534770
Gas 101,578 94 358 84,747
Steam 16,852 13,189 17,149
702,593 649.799 636,666
Operating Expenses Operation.
Fuel for electric generation 278,474 275,117 239,965
Net interchange and purchased power (108,011  (108,654) (79,678
Purchased gas 74,082 72,475 58,690
Deferral of energy costs ( 2,345 (24,507 20,837
Jthaer gperation 108,001 107 4596 100,956
Maintenanc” 56,752 53,781 43,947
Depreciation 53.702 49,596 49,929
Taxes on Income: 77,577 67.584 58,500
Taxes other than income 31,162 27,773 26,947
* 569,354 520,661 520,093
Operating Income 133,209 129,138 116,573
Other Income Allowance for other funds
used during construction 2,780 2,447 4 548
Other, net 3,243 2,440 2,015
6,023 4 887 6,563
Income Before Interest
Charges 139,232 134,025 123,136
Interest Charges Long-term debt 45815 45,697 48,895
Short-term debt and other 2,090 3,999 2,181
Allowance for borrowed funds
used during construction ( 783 ( 734 { 1,511)
47122 48 962 49,565
Eamings Net income 92,110 86,063 73,671
Dividends on preferred stock 12,662 12818 12,818
Earnings applicable to common stock $§ 79448 $ 722456 $ 60753
Common Stock Average shares outstanding (thousands) 30,248 29,541 28 489
Earnings per average share $§ 263 8 24 § 213
Dividends declated per share § 18 § 168 § 159

See accompanying Notes to Consolidated Financial Statements



Consolidated Statements of Soiuirces of Funds for Construction Expendit 1res

Sources of Funds

Construction Expenditures

Decrease (increase)
in working capital®




¥

Consclidated Balance Sheets

ASSETS

Utility Plant
at onginal cost

Nonutility Property and
Other Investments

Current Assets

Deferred Charges and
Other Assets




LIABILITIES

Capitalization

Current Liabilities

Deferred Credits And
Other Liabilities

Other




(Dollars in Thousands)
| —

Long-Term Debt

As of December 31 1984 1983
Common stock, par value $3 375 per share
authorized 35,000,000 shares, outstanding
30,481,925 and 29,841,182 shares § 102876 $ 1007 14
Additional paid-in capital 235,473 225,585
Retained eamings 201,301 177,214
Total Common Stockholders' Equity 6539650 43% 503513 4 2&_
Par value $25 per share, 3,000,000 shares authorized, none outstanding
Par value $100 per share, 1,800,000 shares authorized
Without Mandatory Redemption:
Series Issued
3.70%-4.56% 240,000 shares 24,000 24,000
5.00%-7.84% 330,000 shares 33.000 33,000
7 88%-8.96% 480,000 shares 48,000 48.000
Preferred Stock without Mandatory Redemption 105000 &% 105,000 9%
With Mandatory Redemption- *
9.00% Series 192 000 shares 19.200 20.000
12.568% Series 300,000 shares 30,000 30,000
49,200 50,000
Less: Reacquired preferred shares
held in treasury (at cost) 1,364 617
47836 4% 49,383 4%
Less: Amount to be redeemed within one year 800 800
Preferred Stock with Mandatory Redemption 47 036 48,583
First Mortgage and Collateral Trust Bonds:
Maturity Interest Rates
May 1, 1984 Ve % — 10,000
Dec 1, 1985 3% 10,000 10,000
Jun. 1, 1988 3%% 25,000 25,000
1994-1997 45%-6%% 50,000 50,000
1998-2002 7%-11%% 158,100 158,100
2003-2007 6.6%-11% 121,250 121,250
2008-2011 99%%-12% 111,900 111,900
476,250 486,250
Series, 1973 5.7% efiective rate, due 1985-1998 7.800 7,900
Series, 1976 7.3% effective rate, due 1992-2006 34,500 34,500
42,300 42,400
Flexible Demand Series, due 2014 15,500 -—
Term Loan 33.000 38,500
Unamortized premium and discount, net 711 785
567,761 45% 667,935 46%
Long-term debt due within one year (10,100) (10,100
Total Long-Term Debt 567,661 557,836
Caltlon $ 1249347 100% $1,214931 100%

* Redemption prices at December 31, 1984 are $107 (9% Series) and $113 (17 56% Serias)

See accompanying Notes to Consolidated Financial Statements




Delasva Power & Light Company

Consolidated Statements of Changes in Common Stockholders’ Equity

(Dolkars in Thousands)
-

Balance as of
January 1, 1982

Balance as of
December 31, 1982

Balance as of
December 31, 1983

Balance as of
December 31, 1984

Additional
For the Three Years Ended Common Par Paid-in  Retained
December 31, 1964 Shares Value Capital Eamings Total
27908345 $ 94,191 $203.534 $1393556 $437,080
Net income 73,571 73,671
Cash dividends declared
Commeon stock ($1.595) (45471 (45.471)
Picterred stock (12.818) (12818
Issuance of common stock
TRASOP 290 671 981 3,346 4,327
Dividend Reinvestiment
and Common Share
Purchase Plan 849,429 2,867 8,767 11,634
Common stock expense ( 250) (  260)
29,048 445 98,039 215,397 154 637 468 073
Net income 85,063 85,063
Cash dividends declared
Common stock (81 68) (49 .668) (49,668
Preferred stock (12,818) (12,818)
Issuance of common stock
Dividend Reinvestment
and Commor Share
Purchase Plan 792,737 2,675 10,526 13,201
Common stock expense ( 338 (- 338
20841182 100,714 225,585 177.214 503,513
Net income 92,110 92,110
Cash dividends declared
Common stock ($1.83) (55,361) (55,361)
Preferred stock (12,662) (12,662
Issuance of commaon stock
Dividend Reinvestment
and Common Shate
Purchase Plan 640,743 2.162 9,888 12,060
Gain on retirement of
preferred stock 125 125
Common stock expense ( 128 {( 125
304819256 $102876 $235473 $201.301 $539.650

See accompanying Notes to Consolidated Financial Statements



Financial Statements

The consolidated financial statements include the accounts of the company and its
totally-held subsidiaries, Deimarva Energy Company and De'marva Industries, Inc.
Accounting policies are in accordance with those prescribed by the regulatory
commissions having jurisdiction with respect to accounting matters.

In December 1982, the Financial Accounting Standards Board issued Statement of
Financial Accounting Standards (SFAS) No. 71 “Accounting for the Effects of Certain
Types of Regulation’” (Statement) The provisions of the Statement are effective with
respect to the company'’s 1984 financial statements, Implementation of this Statement
does not have a significant impact on financial position or results of operations.

Revenues

Revenues are recorded at the time billings are rendered to customers on a monthly cycle
basis and include rate increases permitted to be billed subject to refund pending final
approval. At the end of each month, there is an amount of unbilled electric and gas service
which has been rendered from the last meter reading to the month-end

Fuel Costs

Fuel costs (electric and gas) are deferred and charged to operations on the basis of fuel
costs included in customer billings under the company's tariffs, which are subject to
periodic regulatory review and approval.

Depreciation and Maintenance

The annual provision for depreciation is computed on the straight-line basis using
composite rates by classes of depreciable property. Provision for the costs of
decommissioning of nuclear plant is made to the extent of the net cost of removal
allowed for rate purposes (approximately 20% of plant cost). The relationship of the
annual provision for depreciation for financial accounting purposes to average
depreciable property was 3 4% for 1984 and 1983, and 3.6% for 1982.

The cost of maintenance and repairs, including renewals of minor items of property, is
chatrged to operating expenses. A replacement of a unit of property is accounted for as an
addition to and a retirement from utility plant. The original cost of the property retired is
charged to accumulated depreciation together with the net cost of removal. For income
tax purposes, the cost of removing retired property 1 deducted as an expense.

Nuclear Fuel

The company's share of nuclear fuel costs relating to jointly-owned nuclear generating
stations is charged to fuel expense on a unit of production basis, which includes a factor
for spent nuclear fuel disposal costs pursuant to the Nuclear Waste Policy Act of 1982. The
company is coilecting future storage and disposal costs for spent fuel as authorized by the
regulatory commissions in each jurisdiction and is paying such amounts quarterly to the
Department of Energy.




" Delmarve Powas & Light Company

1. Significant
{continued)

Income Taxes

Deferred income taxes result from timing differences in the recognition of certain income
and expenses for tax and financial accounting purposes. The principal items accounting
for deferred income taxes are: (1) use of the Accelerated Cost Recovery System and other
accelerated depreciation methods for income tax purposes, (2) deferred fuel and gas
production costs deducted currently for income tax purposes, and (3) other timing
differences involving the capitalization of certain taxes and overhead costs

Investment tax credits utilized to reduce federal income taxes are deferred and generally
amortized over the useful lives of the related utility plant. An additional investment tax
credit of ¥2% in 1983 and 1984 related to the Payroll Based Employees Stock Ownership
Plan (a "PAYSOP" plan) and of 12 % in 1982 related to the Tax Credit Employees Stock
Ownership Plan (a "TRASOP" plan} does not affect net income and 1s recorded as a
liability until the contribution is made to the Plan

Allowance for Funds Used During Construction

Allowance for funds used during construction (AFUDC) is a non-cash item and is defined
in the regulatory system of accounts as “the net cost for the period of construction of
borrowed funds used for construction purposes and a reasonable rate on other funds

so used " AFUDC is segregated into components: (1) the interest on debt component
(“allowance for borrowed funds used during construction”), which is net of taxes and
classified as a credit to interest charges, and (2) the common stock equity and preferred
dividend component (“allowance for other funds used during construction”), which is
classified as an item of other income. AFUDC is considered a cost of utility plant with

a concurrent credit to income. It is excluded from taxable income for tax purposes. The

tate used in determining AFUDC, which includes semi-annual compounding, was 9.0%
in 1984, 7.8% in 1983, and 9 1% in 1982,

2. Taxes on Income

Income tax expense for 1984, 1983 and 1982 is as follows.

(Dollars in Thousands)

1984 1983 1982
Operations
Federal'
Current $ 36,131 $ 16,557 $ 37,508
Deferred 27,380 36,654 4,700
State:
Current 6,560 4,345 7.672
Deferred 4,655 6,047 1,363
Investment tax credit
adjustments, net 2.951 3.981 7,257
Other income:
Current 1,628 816 2,046
Deferred - v (64)
Total $ 79,106 $ 68,400 $ 60,482

Investment tax credits utilized to reduce federal income taxes payable amounted to
$6,890,000 in 1984, §7.654 000 in 1983 and $10,445,000 in 1982. The amounts for 1984,

1983 and 1982 include Employee Stock Ownership Plan credits of $707,000, $360,000 and
$1.553,000, respectively



2. Taxes on Income
{continued)

The following is a reconciliation of the difference between income tax expense and the
amount computed by muitiplying income before tax by the federal statutory rate:
{Dollats in Thousands)

1984 1983 1982
Amount Rate Amount Rate Amount Rate

Statutory income tax expense $ 78,758 46% $70,594  46% $61664 46%
Increase (Decrease) in taxes

resulting from:
Exclusion of AFUDC for
income tax purposes (1,639 () (1463 () (27877 (2
Depreciation not normalized 2,490 1 ( 170 — (1,312 (1)
Investment tax credits
amortized to income (3,939 (2 (3673 (2 (3,188 2
State income taxes, net
of federal tax benefit 6,067 3 5,682 4 5,065 4
Amortization of credit arising
from sale of contracts (2,190} (1 @221 (2 ( 549 (D
Other, net ( 442 —- 662 — 1,688 1
[ncome tax expense $ 79,105 48% $ 68,400 45% $60482 45%

The components of deferred income taxes relate 1o the following tax effects of timing
differences between book and tax income

(Dollars in Thousands)

1984 1983 1982
Depreciation $ 18,887 $ 19.251 $ 18,493
Deferred fuel costs 954 12,480 (10,402
Capitalized overhead costs 1,508 1.648 926
Nuclear fuel disposal costs —_ 5675 ( 2,054
Pollution control amortization 3,687 3,548 781
ADR repair allowance 4,863 — -
Othet, net 2,036 99 ( 1,745
Total $31.935 $42.701 $ 5999

The company has not provided deferred income taxes of approximately $129 million on
cumulative timing differences arising before the adoption of full tax normalization for
ratemaking purposes by the regulatory authorities. The company is currently collecting
the unnormalized taxes in its Delaware and resale electric rate jurisdictions, on a levelized
basis, over the life of the related plant facilities with similar rate treatment anticipated for
the gas jurisdiction beginning in 1985. For the other jurisdictions, it is estimated that the
amounts will be recoverabie for rate purposes when paid

The company's federal income tax returns have been examined for the years 1975
through 1979 The company has been assessed additional taxes and interest resulting
predominantly from the taxability, on an ordinary income basis, of the net proceeds from
the sale of contracts for a nuclear steam supply system. The assessment would resuilt in
net additional federal and state income taxes of approximately $20.3 million and interest of
$17 6 million. These amounts are net of anticipated refunds that result from the reversal of
the previous tax treatment applied to the sale of the contracts. The company’s appeal on
the taxability of the net proceeds is presently in Tax Court. In the opinion of management
and tax counsel, it appears probable that this issue will ultimately be resolved as taxable
n an amount which approximates taxes on a capital gains basis. During 1982 the com-
pany made federal tax and interest payments totalling $28.6 million on a capital gains
basis, to prevent the compounding of interest on the tax deficiency The ultimate dispo-
sition of this issue will not have a material effect on the company’s financial position or



- Delmarva Power & Light Company
~ Notes to Consolidated Financial Statements

(Dollars in Thousands)

3. Taxes Other Than 1984 1983 1982

Delaware utility $ 13,732 $ 12,341 $11,733
Property 6,652 6,483 6,129
Other gross receipts 4,995 4,149 3,601
Payroll, franchise and other 5,773 4,800 5,484

Total $31,152 $27,773 $ 26.947

4. Pension Plan and The company has a trusteed noncontributory pension plan covering all regular em-
Post-Retirement ployees. Pension contributions for 1984, 1983, and 1982 were $2.354,000, $4,400,000 and
Benefits $4.895 000 including $1.010,000, $765,000 and $914,000 charged to construction, respec-

tively. The contnibutions provide for normal cost and amortization of prior service costs
over periods of five to twenty-five years

The actuanal present value of accumulated plan benefits, determined as of January 1,
1984, was 880,311,000 for vested benefits and $13,816,000 for accrued nonvested benefits
The market value of net assets at that date, available for plan benefits were $191,062,000.
The actuarial present value of accumulated plan benefits, determined as of January 1, 1983
was §72 432,000 for vested benefits and $11,901,000 for accrued nonvested benefits. The
market value of net assets, at that date, available for plan benefits were §161,749,000. The
assumed rate of return used in determining the actuarial present value of accumulated
plan benefits was 8.0% for 1984 and 1983

The company provides certain health care and life insurance benefits for retired employ-
ees. Substantially all of the company's employees may become eligible for these benefits
if they reach normal retirement age while still working for the company. The company
recognizes the cost of providing those benefits by expensing the insurance claims as they

are paid. These costs totalled $1,640,000, $2.075,000 and $1,445,000 for 1984, 1983 and
1982, respectively

5. Capitalization Retained Eamings

The current first mortgage bond indenture restricts the amount of consolidated retained
eamnings available for cash dividend payments on common stock to $35,000,000 plus

accumulations after June 30, 1978, which available amount at December 31, 1984 was
approximately $121,974 000

Preferred Stock

The annual preferred dividend requirements on all outstanding preferred stock at
December 31, 1984 are $12,599,000. If preferred dividends are in atrears the company
may not declare common stock dividends or acquire its common stock

Without Mandatory Redemption

These series may be redeemed at the option of the company at any time, in whole or

In part, at the vanous redemption prices fixed for each series (ranging from $103
to $106 at December 31, 1984)
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5. Capitalization
(continued)

With Mandatory Redemption

{1) The 9% series, issued in 1978, has a sinking fund requiremer., which commenced in
December, 1984, to redeem 8,000 shares annually at $100 per share plus accrued and
unpaid dividends. At the option of the company, an additional 8,000 shares may be
redeemed on any sinking fund date, without premium. (2) The 12 56% series, issued in
1980, has a sinking fund requirement, comnencing in December 1986, to redeem 9,000
shares annually at $100 per share plus accrued and unpaid dividends. At the option of the
company, an additional 9,000 shares may be redeemed on any sinking fund date, without
premium (3} Under certain conditions these series may also be redeemed at the option of
the company. (4) Aggregate mandatory sinking fund redemptions during the next five
years are $800,000 in 1985 and $1,700,000 in 1986, 1987, 1988 and 1989 (5) During 1984, the
company purchased 17,150 shates of its 9% preferred stock for a total cost of $1,418,000. In
December 1984, 8,000 shares were used to satisfy the mandatory sinking fund requirement.
As of December 31, 1984, 16,350 shares are held in Treasury at a cost of §1,364,000.

Long-Term Debt

(1} Sinking fund provisions with respect to substantially all issues of the First Mongage
and Collateral Trust Bonds require that there be deposited annually with the Trustee cash
equal to one percent (1%) of the greatest aggregate principal amount at any one time
outstanding There shall be credited against such cash requirements (a) an amount not
exceeding sixty percent (60%) of the bondable value of property additions which the
company then elects to make the basis of this credit, and (b) the aggregate principal
amount of bonds which might then be made the basis of the authentication and delivery
of bonds and which the company then elects to make the basis of this credit. For the years
1982-1984, the company elected to certify property additions to satisfy its sinking fund
requirements equal to 1% of each series as permitted by the indenture.

(2) Substantially all utility plant of the company now or hereafter owned is subject to the
lien of the related Mortgage and Deed of Trust.

{3) Pursuant to a bank loan agreement the company has a $33,000,000 revolv.ng credit
commitment through November 1, 1989, convertible into a term loan due November 1,
1992. From time to time, the company issues short-term tax-exempt revenue notes, and,
in recognition of the long-term financing commitment, these notes have been classified as
long-term debt (term loan). The loan agreement requires a commitment fee of Y% on any
unused portion of the revolving credit commitment and term loans may be prepaid at any
time without penalty and would bear interest at 100% of the prime rate.

(4) On November 1, 1984, the company issued, through the Delaware Economic
Development Authority, $15,500,000 tax-exempt Floating Rate Weekly Demand Gas
Facilities Revenue Bonds—Series 1984, due November 1, 2014 (Flexible Demand Series).
Proceeds were used to refinance $5,600,000 of existing tax-exempt commercial paper,
with the balance being deposited with the trustee to finance the construction of certain
gas facilities. This senes was collateralized with $16 500,000 First Mortgage Bonds
due November 1, 2014, which secure repayment of principal and accrued interest. The
interest rate on the Flexible Demand Series is subject to change weekly on the basis of
prevailing market rates for these bonds and may be converted to a fixed rate under
specified conditions. The Flexible Demand Senes has a put option for the bondholden
wheteby the bonds can be presented for payment at specified times. The bonds can L
sold by the remarketing agent. The company has sufficient long-term financing
arrangements avatlable to redeem any bonds not remarketed. In recognition of the
long-term financing capability, these bonds have been classified as long-term debt.

(5) Maturities of long-term debt during the next five years are 1985—8$10,100,000; 1986
and 1987--8150,000; 1988—$§25,150,000, 1989—8150,000

(6) The annual interest requirements on all borrowings classified as long-term debt at
December 31, 1984 are $46,182,000
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5
(continued)

Unamortized Debt Discount, Premium and Expense

These amounts are amortized on a straight- line basis over the lives of the long-term debt
1ssues to which they pertain

The company estimates that approximately $107 745,000, excluding AFUDC, will be
expended for construction purposes in 1986. The company also has commitments under
long-term fuel supply contracts.

Under SFAS No. 71, regulated industries wete requited to adopt the lease accounting
requirements of SFAS No. 13 for all capital leases commencing on ot after January 1, 1983,
The company's capital leases commencing after January 1, 1983, were not matenal and,
therefore, were not recorded. All capital leases, including leases commencing prior to
January 1983, were treated as operating leases However, If capital leases had been
recorded on the balance sheet, related assets and liabilities would have increased by
$13,324,000 and $13,791,000 at December 31, 1984 and 1963, respectively

Minimum commitments as of December 31, 1984 under all non-cancellable lease
agreements are as follows

1985 $ 5892000
1986 4,617,000
1987 3,213,000
19688 3,116,000
1989 1,159,000
Remainder 4,148,000

Total $ 22,146,000

The total minimum rental commitments are applicable to the following types of property
railroad coal cars, §1.664, 000, distribution facilities, $5,022,000, other, principally
transportation and computer equipment, $15,460,000. Rentals charged to operating
expenses aggregated $6,213 000 in 1984, $6.677.000 in 1983 and $6.837.000 in 1982

Nuclear fuel requiiements for Peach Bottom Generaung Station are being provided hy
the operating company through a fuel purchase contract. The company 18 responsible for
payment of its share of fuel consumed and interest expense Nuclear fuel expense totalled
$6.072,000 in 1984, $4.283,000 in 1983 and $7,112,000 in 1982

The company has an agreement providing for the availability of fuel storage and pipeline
facilities through 1999 Under the agreement, the company must make specified minimum
payments monthly, which totaled §1,912,000 in 1984, $2,101,000 in 1983 and $2.454,000 in
1982. The amount of required payments 1s $1,682,000 in 1985, $2.004.000 in 1986,

'1.70115&” in 1987, 81,173,000 in 1988, §1,027,000 in 1989 and 811,915,000 between 1990
and ~

7. Sale of Contracts
for Nuclear Plant

B e e —————— S ——
‘n\eptoeaeduewvedbvthewny for the sale in 1975 of the contracts for a nuclear
steamn supply system (Surmmit) related fuel. net of related plant expenditures which
ate considered of no future value to the company, ate classified as a deferred credit in

the balance sheet. The credit has been reduced by applicable income taxes and reiated
interest (See Note 2) The company has obtained regulatory approval for this account-

ing treatment. As a result of tatemaking orders commencing in 1982, the company is
amortizing the net credit in all retail jurisdictions over approximately five years and

16 recording the credit for financal reporting purposes as a reduction in depreciation
expense Amounts amortized in 1984, 1983 and 1982 were 8$4,762 000, $7,003,000 and
$1.192,000, respectively, which includes, in 1983, amortization of 83,818 000 for the

resale junisdiction,
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Delmarva Power & Light Company

7. Sale of Contracts

for Nuclear Plant
(continued)

In December 1984, the company entered into an agreement to sell the land that was
originally acquired as the site for the nuclear plant. The loss on the sale of the land and
write down to fair market value of associated nghts-of-way, net of taxes was $1,644 000
The net loss has been 1ecorded against the related deferred credit in the balance sheet

8. Short-Term Debt and
Lines of Credit

As of Decembet 31, 1984, the company had unused bank lines of credit of $44.500,000
and is generally required to pay commitment fees for these lines Such hines of credit are
penodically reviewed by the company, at which time they may be renewed of cancelled

9. Jointly-Owned Plant

Information with respect to the company's shate of jointly-owned plant, including nuclear
fuel for the Salem plant, as of December 31, 1984 1g as follows

(Dollars in Thousands)

Construction
Ownership Plantin Acoumulated Work in
Share Service  Depreciation Progress

Nuclear
Peach Bottem 751% $ 76,632 $24.004 $ 8,630
Salem 741% 179,754 41,039 16,665

Coal-Fired
Keystone 3.70% 10,061 3,836 1,093
Conemaugh 3.72% 13,030 5,088 242

Total $279.477 $73.967 826,630

The company provides its own financing during the construction period for its share

of jointly-owned plant. In addition, the company is & joint guarantor of loans (8858 831
proportionate share) advanced for operating of the coal mines that supply the Keystone
plant. The company's share of operating and maintenance expenses of the jointly-owned
plant 1s included in the corresponding expenses in the statements of income

10. Contingencies

See Note 2 for possible payment of taxes

a) FERC Rate Cases

On May 29. 1981 the company filed an application with the Federal Energy Regulatory
Commission (FERC) for an increase in wholesale electric revenues Settlement with seven
customers was approved by FERC, and the remaining six customers have stipulated that
rates be based on the results of the cost of service issues decided in the praviously ap-
proved FERC cases Based upon settlements with the resale customers. net revenues re
corded pursuant to this interim rate increase are approximatety $1.6 milion This increase
18 subject to refund pending FERC approval, and the company believes that substantially
all such revenues will be approved.

b) Plant Held for Future Use

In 1982, the company delayed the construction schedule for the coal-fired Nanticoke # 1
(formerly Vienna #9) generating unit The plant i8 now scheduled to begin commercial
operation in the mid 1990's. The decision 18 based on the company 's current load forecast,
which indicates a lower rate of growth in the coming decade than had previously been
projected The net investment of $14, 295 000 is classified as plant held for future use and is
anticipated to be recoverable through the normal ratemaking process



¢) Nuclear Insurance
The Company’s insurance coverages applicable to its nuclear power units are as follows:
{Milhons of Dollars)
Maximum
Retrospective
Maximum Assessment for a
Type and Source of Coverage Coverage single incident
Public Liability:
Private §160 None
Price Anderson Assessment'" 420 $1.5®
$580
Property Damage '
Peach Bottom™ 8585 -
Salem™® $585 $28
All units™ $450 $13
Replacement Power
Nuclear Electric Insurance
Limited (NEIL) ® $28 $23

V' Retrospective premiuin program undet the Price-Anderson liability provisions of the Atormc Enetgy Act of 1964
as amended Subject to retrospective assessment with respect to loss from an incident at any hicensed nuciear
reactor in the United States.

P Maximum assessment would be $5,000.000 in the event of mote than one incident in any year
™ Limit of iabulity under the Price Anderson Act for each nuclear incident

*The company 1s a self insurer, o the extent of its ownership interest, for any property loss in excess of the
Stated amounts

* For property damage to the Peach Bottom nuciear plant factlities, the company and its co-owners have private
insuranice up to $5886 mullion

* Nuclear Mutual Limited. a utility owned mutual insurance company with which the company and the Salem
nuclear factlity co-owners are members Subject to retrospective assessment of ten times annual premium with
respect to loss at any nuclear gyenerating station msured by the mutual insurance company

T All units are insured by Nuclear Electnic Insurance Limited (NEIL 1) for losses in excess of $500 mullion In the
event of losses. the company would be subject to a minimum assessment of seven and a half times the annual

premiums

™ Utlity ownee! mutual insurance company with which the company i a member which provides coverage
against extra expense incurred n obtaining replacement power dunng prolonged accidental outages of nuclear
power uruts Maximum weekly indemnity for 52 weeks which commences after the first 26 weeks of an outage
Also provides $1.400.000 weekly for an additional 52 woeks

d) Atlanuc City Contract

The company entered into a five-year contract, to expire May, 1985, with Atlantic City
Electric Company to sell one-eighth of the electricity generated by Indian River unit 4
The major provisions of the contract allow for the company to receive, irrespective of the
availability of electric generation, one-eighth of all operation and maintenance expenses
incurred and a fixed return on the plant investment. Approval of this agreement was
recelved from the FERC and the Delaware Public Service Commisgion (DPSC) in 1980

@) Other

The company is involved in certain other legal and administrative proceedings before
various courts and governmental agencies concermning rates, environmental issues, taxes,
licensing, fuel contracts and other matters. [n the opinion of management the ultimate
digposition of these proceedings will not have a material effect on the financial position
ot resuits of operations of the company
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11. Segment Information  Segment information with respect to electric, gas and steam opetations was as follows:

{Daliats in Thousands)
1984 1983 1982
Operating Revenues:
Electnic § 584163 $ 542252 $ 634770
Gas 101,578 94,358 84,747
Steam 16,852 13,189 17,149
Opetating Income
Electric § 125200 $ 122993 $§ 109620
Gas 6,616 4,928 5,800
Steam 1,393 1.217 1,153
Total $ 133209 $ 129138 $ 116573
P —
Utility Plant (&
Electric $ 1.257.728 $ 1,242,145 $ 1,226,140
Gas 59,097 51.033 47,044
Steam 4 349 4924 5,663
1,321,174 1,298,102 1,278 837
Other Identifiable Assets:
Electric 121,959 106,308 114,931
Gas 30,774 12.351 14,710
Steam 440 4N 455
163,173 119,130 130 096
Asgsets Not Allocated 119,993 116,031 100,838
Dapreciation Expense: ¥
Electric $§ 54256 $ 52530 $ 4727
Gas 3.310 3.173 2,950
Steam 899 896 895
Total $ 658464 $§ 56699 $ 51121
Construction Expenditures ‘*
Electric $§ 69233 $ 70927 $ 107533
Gas 10,109 5.070 3,019
Steam 146 59 94
Total $§ 79488 $ 76,086 $ 110646

““ncludes plant hald for future use, construction work (n prograss and allocation of common utility property.

"Stated net of the respective accumulated provisions for depreciation
‘VRxcludes amortization of credit anging from sale of contracts
“Excludes allowanace for funds used dunng construction

Operating income by segments is reported in accordance with generally accepted
accounting and ratemaking principles within the utility industry and, accordingly. includes
each segment's proportionate share of taxes on income and general corporate expenses.



Prices (Unaudited)
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The following supplementary financial information, as prescribed by the Financial
Accounting Standards Board in Statement No. 33, as amended, is supplied for the purpose
of providing information about the effects of changing prices on the company’s operations
The information should be viewed as an estimate of the approximate effect of inflation
rather than as a precise measure.

Current cost amounts reflect the change in specific prices of plant from the date the plant
was acquired to the present. The current cost of utility plant represents the estimated cost
of replacing existing plant assets and was determined by indexing existing plant by the
Handy-Whitman Index of Public Utility Construction Costs. Constant dollar amounts
represent historical costs stated in terms of dollars of equal purchasing power, as mea-
surad by the Consumer Price Index for All Urban Consumers, and differ from current
cost amounts to the extent that prices in general have increased more or less rapidly than
specific prices.

Supplementary Financial Data Adjusted for the Effects of Changing Prices
{Dollars in Thousands)

For the Year ended December 31, Historical Cost Current Cost
{Average 1984 Dollars)
Operating Revenues $ 702,593 $ 702,593
Operating Expenses
Operation and
Maintenance 406,953 406,953
Depreciation 58.464 102,927
Amortization— Summit (4,762 (4,762
Taxes 108,729 108,729
Other Income— Net (6,023) (6,023
Interest Charges 47,122 47,122
—————
Net Income'” $ 92110 $ 47647
Earnings per common
share (after preferred
dividend
requirements)'® $§ 283 $§ 116
e e — ]
Increase in current cost
of utility plant held
during the year'? 75,006
Adjustment to net
recoverable cost 8,236
Effect of increase in
general price level (93,398)
Excess of increase in
curtent costs after
adjustment to net
recoverable cost
over increase in
general price level (10,156)
Purchasing power gain
on net amounts owed 26,029
Net $ 14873

R e

‘"Wé?xmtmmrmm,memmmam:mtmmu 1984 would have
* Exc.ading adjustment to net recover able cost

At December 31, 1984, the current cost of net utility plant was §2 266,604 while historical cost was 81,321,174



(continued)

Supplementary Five-Year Compaunson of Selected Financial Data
Adjusted for the Effects of Changing Prices

(In Thousands'® of Average 1984 Dollars)

For the Years ended December 31 1984 1983 1982 1981 1980 .
Operating revenues

Historical cost dollars $702593 8649799 8636666 $608504 $§520470

Constant dollars 702593 677672 685335 695178 656,281
Net income

Current costs 47 647 32,963 24,209 17,167 10,545
Eamings per common share

Current costs 1.16 £7 37 10 (.05)
Net assets at year end®

Historical cost dollars 644650 608513 573,073 542080 500,546

Current costs 634066 623951 609919 599273 602825

Excess of increase in general
price level cver increase In

Current costs'® (10,156) 5,648 3,896 (68,785) (117,994)
Purchasing power gain on net

amounts owed 26,029 23,653 24,413 57,164 78,591
Cash dividends declared per

common share

Historical cost dollars $ 18 §$ 168 § 159 § 1535 § 149

Constant dollars 183 1.75 1.72 1.75 1.88

Market price per common
share at year-end

Historical cost dollars 22.00 19.26 16.38 12.63 11.76

Constant dollars 21.64 19.74 1743 13.96 14.15
Average Consumer Price

Index (1967 = 100) 3112 298 4 289.1 2724 246 8

WExcent per share amounts
‘WAL net recovetable cost.
‘PAfter adjustment to net 1ecoverable cost

As required by Statement No. 33, the current provisions for depreciation cn the current
cost amounts of utility plant were determined by applying the company's depreciation
rates to the indexed plant amounts, even though depreciation is limited to recovery of
historical costs as further discussed below. Other operating expenses were either not
required to be adjusted ur were not adjusted due to rate- making considerations.

The company, by holding monetary assets such as cash and receivables, loses purchasing
power during periods of inflation because these items can purchase less at a future date
Conversely, by holding monetary liabiiities, primarily long-term debt, payments in the
future will be made with dollars having less purchasing power. For the years 1980-1984,
the company's monetary liabilities exceeded monetary assets which resulted in a pur-
chasing power gain on net amounts owed during the year.

The rate regulatory process limits the compr.ny to the recovery of the historical cost of
plant. Therefore, the excess of the cost of riant stated in terms of current cost over the
historical cost of plant is not presently recor erable in rates as depreciation and is reflected
as a reduction to net recoverable cost. Br.sed on past practices, however, the company
believes it will be allowed to ¢arm on the 1" icreased cost of its facilitivs when replacement
actually occurs.

Since the gain from the decline in pw chasing power ig attributable to long-term debt
which has been used to finance utilit/ plant, the reduction of utiity plant to net recover-
able amount is netted against the p irchasing power gain on net amounts owed during
the year.
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13. Quarterly Financial
Information (Unaudited)




Consolidated Statistics

Electric Revenues

Electric Sales

Electric Customers

Gas Revenues

(Gas Sales

Gas Customers

Refinery Service
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