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(Penelec) . Another subsidiary, GPU Service
m L Corporation (GPUSC), provides integrated
A Profile System fplans; and po'licies, along v':ieth a broad
range of professional services to the operatin
of the Sy“em companies, while a fifth subsidiary, GPU ¢
and the Customers It Serves Nuclear Corporation (GPUNC), is
responsible for the operation, maintenance
and management of the System’s nuclear

The General Public Utilities System facilities

Companies provide some 33.5 billion
kilowatt-hours of electricity for about 1.7 About 34 percent of the electricity distributed
million customers (and a total population by the operating companies is used by
exceeding 4 million) in service territories residential customers, 26 percent by
encompassing about half the land area of commercial accounts, 35 percent by industry
Pennsylvania and New Jersey. and 5 percent by other customers.

The operating companies are Jersey Central The peak load periods of the operating
Power & Light Company (JCP&L) and, in companies are in balance, with a 1984 winter
Pennsylvama, Metropolitan Edison Company peak at Penelec and 1984 summer peaks at
(Met-Ed) and Pennsylvania Electric Company JCP&L and Met-Ed.

Penelec

Met-Ed

Operating Companies’ Statistics— 1984
Sales Mix:
Residential, Flectric
Revenues Total Assets Commercial, Customers— Sales Number of
($000, ($000) Industrial Year-End (MWH) Employees

JCP&L $1,351,303 $2,880.721 319% 31% 27% 760,494 13,810,963 3,738
Met-Ed $ 644,555 $1.541,743 13% 24% 40% 377,411 8,064,366 2,718
Penelec $ 745822 $1,743,678 28% 23% 41% 527,400 11,615,901 4171

GPU $2,735,286 $6,215,792 34% 26% 35% 1,665,305 33,491,230 13,216**

* At time of GPU System peak
** Includes employees of GPU Nuclear and GPU Service Corporations
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GPUR

o the
Stockholders

Company accomplishments in 1984 were
significant. All aspects of the cleanup program
at TMI-2 made giant steps forward this past
year. The opening of the reactor vessel, the
knowledge gained from testing core
conditions, and the preparations taken for fuei
removal were significant milestones. Each of
these activities was carried out efficiently and
safely. The pioneering learnings from these
actions contributed to the advancement of
nuclear technology around the world.

The first step of a two-stage major outage and
refurbishing program at the Oyster Creek
Nuclear Plant was completed at year’s end
with that unit back on line at full power. The
repairs, modifications and improvements
completed at the plant to insure its continuing
reliable operation were prodigious.

The Company continued during 1984 to carry
out its strong commitment to worker and
public safety in all of its nuclear operations.
The results of this dedication to safety have
been recognized in recent favorable
evaluations by the Nuclear Regulatory
Commission and by the Institute of Nuclear
Power Operations.

Just as importantly, the effort to pull together
the financial funding program for the TMI-2
cleanup was essentially completed in 1984.
Money began flowing in January 1985 under
the utility industry’s commitment for a total of
$150 million over six years. These funds will
be combined with the other participating
segments under the cleanup cost-sharing plan.

Although considerable progress was again
made in 1984 toward the Company’s
recovery, the one element most necessary to
that recovery cortinued to elude our grasp—
the return to service of the undamaged Three
Miie Island Unit 1 Nuclear Plant. It seems
inconceivable that six years have passed
without a regulatory decision on that issue.

Your Company mounted an intensive effort in
every aspect of the program to obtain NRC
approval to restart TMI-1. That effort included
not only the technical modifications to the
plant, procedural and organizational changes,
and numerous test drills and inspections, but

also a broad public relations and political
affairs program. Evaluations by the NRC staff,
the utility industry’s independent INPO
inspectors, and a re-inspection by Admiral
Rickover, resulted in favorable
recommendations and overall high marks.

Yet, opponents of restart and those who, for
whatever reason, continue to concentrate on
events, procedures and staffing now six years
in the past, managed to re-open issues and
extend hearings with the result that a final
NRC vote date cannot yet be predicted with
any certainty. However, the NRC's
announced schedule for its consideration of
TMI-1 restart promises to make the next few
months particularly important to your
Company.

It is indeed a tribute to the Corporation’s
employees that during these lengthy and
exhaustive efforts involving the TMI plants,
the primary commitment of the Corporation’s
franchise—reliable service to the customer—
has been maintained. No GPU customer lost
service as a result of the TMI accident and its
manifold post-accident consequences. At the
same time, although customers’ rates have
risen markedly in the past six years, those
rates remain very much in line with those of
our neighboring Northeastern utilities. And
they have not had to deal with a major
accident.

The Company’s continuing program to
purchase power at favorable rates from other
utilities with available capacity was another
positive accomplishment this past year. A
new, long-range power purchase agreement
with Pennsylvania Power and Light Company
was reached, and is cu: rently under
regulatory review in New Jersey.

Your Company continues to evaluate the
alternatives for providing the power necessary
to meet customers’ needs into the late "90s as
those needs show signs of steady growth.
These alternatives include extension of power
purchase contracts, expansion of transmission
line capabilities, and as 2 last resort,
construction of new generating capacity.

Bringing GPU back from the edge of
bankruptcy in 1979 and 1980 to a position of
relative financial stability has required a
tremendous effort, with sacrifices on the part
of all involved—shareholders, customers and
employees.



As all of you are painfully aware, the cash
dividend on your GPU common stock was
suspended in November 1979. Despite the 48
percent increase in 1984, the GPU stock is
still only about 70 percent of its price at the
time of the accident. The substantial loss to
shareholders in both market value and
dividends is recognized by your management.

Evaluation of the Company’s future dividend
policy nas been a matter of continuing
consideration. Starting with a recognition of
the basic needs and objectives of our
stockholders, factors necessarily include many
internal and external matters beyond current
earnings per share. Our goal is to produce a
balanced program in the best long-term
interests of the investors and the customers.
The investor and the customer are absolutely
and mutually interrelated. We cannot serve
the customers without satisfied investors, and
we cannot serve the investors without the
regulatory support that flows from satisfied
customers,

Let us review more specifically the matters
relevant to the dividend question:

— Despite the increase in earnings, the cash
burdens and uncertainties resulting from the
TMI-2 accident, together with the needs of
the System to maintain adequate service to its
customers, continue to force the Company to
conserve cash.

— The safe and efficient cleanup of TMI-2
remains an absolute responsibility. We have
been successful in putting in place durin
1984 the last major piece of the nationa?ly
shared cleanup furding program discussed
more fully on page 11. This essentially
completes the program for funding the
cleanup, but at the same time imposes a cash
drain as the Company advances funds prior to
receipt of monies from the varicus cleanup
funding participants.

—- In order to satisfy our obligation to
mairitain adequate service to our customers,
we must continue to spenrd sigrificant
amounts of moneyv on additions to plart and
ecuipment. These expenditures are carefu'ly
evaluated and monitored to impose as low a
level of cash burden as possible, while
meeting our service obligation. At the present
time, these funds are made available from
internal sources—depreciation, deferred
income taxes and retained e... 1ings.

— At least until the return to service of
TMI-1, we canrot depend on access to capital
markets on reasonable terms. We will
continue to rely on internal cash generation
supplemented by small, specialized debt
security issues and bank credit for working
capital,

— We expect to be able to continue to delay
construction of additional generating capacity
and to meet our customers’ electricity needs
by purchasing energy from surrounding
utilities which currently have excess capacity.
We therefore do not anticipate a significantly
increased construction program for new
generating facilities at least for the next several
years. Notwithstanding our ability to defer
expenditures for new generation programs,
there are sizable construction requirements
that must be addressed currently. These needs
are centered in three major areas:

(1) environmental projects to keep our fossil-
fired plants in compliance with on-going
regulatory requirements, (2) nuclear plant
modifications to meet changing NRC
regulatory requirements, and (3) our
programs to improve the availability and
efficiency of our existing generating stations.

— Since the TMI-2 accident, we have paid
off $477 million of maturing long-term
securities and have reinvested $256 million of
common stock earnings. As a result, our
capitalization ratios are in line with industry
averages and stand at 48 percent long-term
debt, 12 percent preferred stock and 40
percent common equity. Construction
obligations identify a priority need, also
recognized by others in the industry, to
further strengthen those ratios consistent with
our long-term objective of 45 percent long-
term debt, 10 percent preferred stock and 45
percent common equity.

— Despite the severely reduced return on
total Systern equity resulting from the
exclusion from rates of approximately $1.1
bilhon of investment, we see an ability to earn
a fair return on stockholder earnings
reinvested in utility plant. Underlying this
judgment i< a pledge that we will make every
effort *o avoid undertaking major generation
projects unless we have clear prior regulatory
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A Progress Report

Earnings Increase

GPU’s 1984 net income, before an
extraordinary item, was $128.5 million,
compared with $66.9 million, before an
extraordinary item, in 1983 and with $20.6
million in 1980, the first full year following the
March 1979 TMI-2 accident. Earnings per
share before the extraordinary item were
$2.05 compared with $1.09 per share, before
an extraordinary item, in 1983 and with 34
cents per share in 1980.

The extraordinary item in December 1984
resulted from a New Jersey commission
decision allowing for the recovery of the
original cost of JCP&L’s investment in TMI
Unit 2, beginning in 1989. As a result of this
order, previously accrued depreciation of
$19.8 million, after taxes, or 31 cents per
share, was recorded as extraordinary income.
The 1983 extraordinary item resulted from the
settlement of a stockholders’ suit in which $16
million, or 26 cents per share, was recorded
as an extraordinary charge against 1983
income. (See Note 3 to the Financial
Statements, page 32, for additional
information on both of these items. )

Net Income
Before Extraordinary items

The 1984 earnings include an unusual credit
of $29.8 miilion, or 47 cents per share,
representing the deferral of above-normal
expenses related to the outage at the Oyster

Creek Nuclear Generating Station. The
deferral resulted from a New Jersey regulatory
commission rate order in January 1985. A
similar credit related to Oyster Creek outage
expenses of $11 million, or 18 cents per
share, was included in the 1983 net income.
The January 1985 order provided that the
aggregate amount deferred will be amortized
over a future period without a return on the

Earnings Per Share
Before Extraordinary Items
Dollars

$2.49
180

120
060 L=
000
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unamortized balance. Cu-rent revenues
would recover the amount over
approximately 18 years. Earnings for the same
periods without the effect of these credits
were $1.58 per share in 1984 and 91 cents in
1983.

Separately, the New Jersey commission in
December 1984 ordered a comprehensive
review of all costs associated with the recently
completed Oyster Creek outage.

The significantly higher net income for 1984,
before the extraordinary items and the
unusual credit, reflected a 6 percent increase
in kilowatt-hour sales and increases in rates
granted to the GPU subsidiaries in 1984,
partially offset by higher operating and
maintenance expenses.

Earnings Impairment
The most sigrificant impairment to earnings
remains the lack of return on the GPU
Systerm’s investments in the Three Mile Island
(TMI) units and the abandoned Forked River
Nuclear Station and lack of recovery through
rates of the bulk of the TM!-1 operating costs.
As a result of regulatory action in 1982,
GPU’s Pennsylvania subsidiaries have been
collecting revenues from customers to
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1985, about $525 million has been budgeted
for capital requirements, an increase of about
$101 million, or 24 percent, over 1984. Of
this amount, about $440 million is budgeted
for plant improvements and about $85 million
is budgeted for retiring long-term debt. The
primary source of funds to meet expenditures
in 1985 will continue to be internally-
generated funds.

Revised Credit Agreement Negotiated

The GPU System has reached agreement with
its banking group to renew its revolving credit
agreement (RCA) through March 31, 1987.
The current agreement would have expired
March 31, 1985.

The proposed RCA maintains the present
credit level of $150 million. The agreement
also lowers interest rates and provides that
GPU no longer will be required io guarantee
the borrowings of its operating companies or
to pledge their stock.

Coverage and Capitalization Ratios
Improve; Security Ratings Are Upgraded
As the GPU System’s finances have stabilized
and some earning power has returned, interest
coverages now exceed the new-issue
minimum for all three operating companies.

In addition, since the time of the accident,
GPU has continuously improved the System’s
equity ratio through debt retirement and
retention of earnings. The capitalization ratio
has improved to 40 percent common equity
and 48 percent debt from a capitalization
ratio of 34 percent common equity and 54
percent debt in the period before the TMI-2
accident. It is the System’s goal to achieve a

(Per M)
Ratio

Peneler. —
JCP&L
MetEd —

R I2 IR | |&

capitalization ratio of about 45 percent
common equity, 45 percent debt and 10
percent preferred stock.

As a result of the System’s improved financial
condition, three national rating agencies in
1984 upgraded their ratings of the GPU
operating companies’ fixed income securities
for the first time since the TMI-2 accident. In
February 1985, Standard & Poors again
upgraded its ratings of the GPU companies’
securities. In this action, Standard & Poors
raised to investment grade the bonds and
debentures of JCP&L and Penelec and
Met-Ed’s bonds. And in March 1985, Duff &
Phelps Incorporated also again upgraded all of
the System’s securities.

In upgrading the securities, the rating agencies
cited stringent cost-cutting efforts and
improvements in the overall financial profile
of the GPU System, despite major
uncertainties that remain as a consequence of
the TMI-2 accident.

R ate Regulatory Report

As a result of rate regulatory actions in 1984,

the Pennsylvania subsidiaries were permitted

to implement increases totalling $24.9 million
in annual retail base rate revenues.

Also in 1984, |CP&L received two increases in
its Levelized Energy Adjustment Clause
(LEAC) . In March 1984, the New Jersey
Board of Public Utilities (BPU) approved a
$92.6 million increase in JCP&L's LEAC and in
November 1984, an additional $61 million
increase was granted. Consistent with the
November LEAC decision, the BPU in
December 1984 issued an order requiring a
comprehensive review of all costs, inciuding
cap'tal additions, operation and maintenance
expense and replacement power costs
incurred in conjunction with the refueling,
maintenance and refurbishing outage at
Ovster Creek.

Penelec and Met-Ed received approval in
March 1984 from the Pennsylvania Public
Utility Commission (PUC) to increase their
Energy Cost Rates (ECR) by $37.5 million
and $38.4 million, respectively, effective with
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The largest outage task was the $70 million
refurbishment of the torus, designed to make
it maintenance tree for 10 years The torus is a
major component of the plant’s safety system.

During the outage, the plant’s turbine
generator received the most extensive
overhaul in its 14-year life. The 206-foot long
turbine was completely disassembled, cleaned
and inspected for a total cost of about $12
million.

Inc orporating lessons learned from the TMI-2
accident, GPU Nuclear reorganized many
control panel indicators for easy identification
and response by control room operators.

In addition, new modern instrumentation
replaced older technology, enhancing
operators’ ability to monitor piant conditions.

Oyster Creek’s operation at full power means
savings of about $12 million a month in
replacement power costs for JCP&L
customers.

Nuclear Fuel Begins Return Trip

to Oyster Creek

In compliance with a federal court order,
GPU Nuclear Corporation in January 1985
began the process of returning 224 spent
nuclear fuel assemblies to the Oyster Creek
Nuclear Generating Station from a former fuel
reprocessing facility at West Valley, New
York, where they were shipped almost 10
years ago.

TMI-1 Restart Efforts

Returning TMI-1 to service remains the
primary goal of GPU because of its vital
importance to the Company’s shareholders
and customers.

Unit 1 received overall high ratings from staff
inspectors of the NRC in May 1984 following
an extensive evaluation. The NRC's
Systematic Assessment of Licensee
Performance (SALP) covered the period
from October 1982 through January 1984 and
evaluated 10 functional areas. Seven of the
ratings were in “Category 1,” the SALP
Board’s highest rating, three in ““Category 2"
and none in “Category 3.”

Testing of major cystems at TMI-1 was
successfuily completed in June 1984. While
subsequent tests indicated the need for some
additional tube plugging, the steam generators
are expected to be acceptable for plant
operation. In November 1984, an Atomic

Safety and Licensing Board approved the
kinetic expansion process used to repair
almost 30,000 steam generator tubes at TMI-1
in 1982 and recommended that TMI-1 be
permitted to operate with the repaired tubes.
This decision remo sed one of the last
technical hurdles blocking TMI-1 restart.

In July 1984, the NRC staff identified the
conditions under which TMI-1 could be
permitted to operate after completion of
hearings. The staff’s conclusion was similar to
its finding reported in December 1983 and
included an initial limit of 25 percent of full
power,

In August 1984, a panel of outside experts
reported that GPU Nuclear’s operator training
program at TMI “‘now ranks among the top
utility training programs in the United States.”’

The five-member panel, known as the OARP
(Operator Accelerated Requalification
Program) Review Committee, was formed in
1979 to review changes in the training
program that stemmed from lessons of the
1979 accident at TMI-2. The panel’s 1984
report reappraised GPU Nuclear’s training
program in light of an operator cheating
episode at TMI-1 in 1981, and the continuing
development of the program since 1980.

On February 28, 1985, the Institute of
Nuclear Power Operations awarded
accreditation of the following training
programs for GPU Nuclear’s TMI-1: non-
licensed operator training, licensed operator
training, licensed operator requalification
training, shift technical advisor training and
radiological protection technician training.

At the end of 1984, TMI-1, undamaged in the
March 1979 accident at TMI-2, remained
physically ready for restart, but required
authorization from the NRC.

ASLB Roopens Hearings

on TMI-1 Restart Issues

Despite initial favorable decisions by an NRC
Atomic Safety and icensing Board and
favorable NRC staff reports regarding the
ability of GFU to safely and competently
operate TMI-1, a Licensing Appeal Board
remande four issues to the Licensing Board
for furthe -earings. These issues included the
circumstances surrounding a mailgram sent to
a member of Congress following the TMI-2
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meet customer needs reliably and safely
These levels are established to meet nuclear
safety and to provide reliable service at the
customer level through improvements to
existing generating stations and to the
transmission and distribution system

In 1984, Met-Ed placed Treasury notes in an
irrevocable trust account in order to satisty
$45 million of first mortgage bonds which are
due in October 1985

The funding required to clean up TMI-2 is
essentially in place at this time. During 1984
the EEl program for industry participation in
the cleanup effort was finalized and $150
million ($25 million per year for 6 years) will

[
T
|

be received. The BPU, in a decision in May
1984, reaffirmed aliowance of |CP&L’s 25
percent share of the TMI-2 cleanup costs. The
Pennsylvania subsidiaries are receiving
revenues for cleanup costs at a level lower
than amounts prescribed by the Pennsylvania
Governor’s plan, but the commission’s order
provides that such levels of revenue will be
increased when TMI-1 returns to service

For the first time since the TMI-2 accident, the
national rating agencies have upgraded the
fixed income securities of the GPL

subsidiaries. In February 1985, Standard &
Poors again upgraded its ratings of the GPL
companies’ secunties. In this action Standard
& Poors raised to investment grade the bonds
and debentures of JCP&L and Penelec and
Met-Ed’s bonds. And in March 1985, Dutt &
Phelps Incorporated also again upgraded all of
the System’s securities. The rating agencies
cited improvements in the GPU System’s
financial posture, which included stringent
cost-cutting measures and responsive
regulatory treatment, as the reason for the
upgradings. The GPU System is investigating
some longer-term financing in 1985

As a result of the TMI-2 accident, the GPL
Svstem’s return on common equity has ranged
from a low of 1.5 percentin 1980 to 8.3
percent in 1984, It we postulate a
representative utility industry allowed return
Oon average commaon m]u‘!\ to be about 15.5
percent or about $3.80 per share, the
tollowing reductions from the representative
level would bring us approximately to the
current ongoing level of about 6.5 percent

%1.50 per share

Per
Return Share
Earnings at a representative

rate of return on common
equity

Earnings reductions

Net earnings

As can be seen from the preceding table, the
restart of TMI-1 would result in an increase in
return of 3.5 percent or 95 cents per share
and raise the System return to 10 percent or
about $2.45 per share. The remaining loss of
earning power results from the normal
regulatory lag between rate cases and the lack
of return on the unamortized balances of both
TMI-2 and Forked River. As the investments in
TMI-2 and Forked River are amortized and
the earning asset base is restored, the GPL
System’s return on equity should rise to
approximately that level representative of
other electric utility companies

Interest coverage for the GPU System has
improved dramatically since 1980 and such
coverage ratios now ex( eed the two times
ninimum new-issue requirements of the
subsidiaries’ debenture indentures. Such
coverages by subsidiary follow

interest
Coverage

1984 1980

With the restart of TMI-1, annualized interest
coverage ratios for 1984 would approximate
3 7 4.4 and 4.5 for |ICP&L, Met-Ed and

Penelec, respectively

T

Fhe GPU Svstem'’s equity ratios have
improved since 1980 as a result of debt
retirements and retention of earnings. Such

ratios are as tollows

1984 1980




1984 vs. 1980

¢ ANk

Operating Revenue
by Component

Mikons

Results of Operations

e Delore




QUARTERLY FINANCIAL DATA
(UNAUDITED)

First Quarter Second Quarter
1984 1983 1984 1983

P T R

wh N

o

Third Quarter Fourth Quarter
1984 1983 1984 1983

Operating revenues
Operating inCome
ncome betore extraordinary
Extraordinary items
Net income
tarnings per
Extraording
Earnings |
Average
tems 1o

respex

quarters




CONSOLIDATED FINANCIAL STATEMENTS
AND NOTES TO THE FINANCIAL STATEMENTS




REPORTOFAUDITORS




CONSOLIDATED STATEMENTS OF INCOME

General Public Utilities Corporation and Subsidiary Companies

For the Years tnded December 31 1984

Operating Revenues $2,735,286

Operating Expenses

445,012
798,256
137,152
715,289
55,306
491
7,494
669

753

Operating Income

Other Income and Deductions
117
y

P&

099

243

Income Before Interest Charges and Preferred Dividends 491
Interest Charges and Preferred Dividends

824

296

680

961
40,507

194,986

Income Before Extraordinary ltems 128.505
19.753

148,258

Earnings Per Average Share Before Extraordinary Htems 3 2.05
i

Earnings Per Share

Average Common Shares Qutstanding

CONSOLIDATED STATEMENTS OF RE] EARNINGS

General Public Utilities Corporation and Subsidiary Companies

For the Years Ended December 31




CONSOLIDATED BALANCE SHEETS

Note
General Public Utilities Corporation and Subsidiary Companies

December 31,

Assets
Utility Plant

304,029
375,247

N¢ 928,782

Investment in Three Mile Island

Investments

Current Assets




December 31

Liabilities and Capital

Long-Term

Debt, Capital Stock and Consolidated Surplus

) ¢
g-1¢ ¢ v .

Current Liabilities

Deferred Credits and Other Liabilities

Yo f

Commitments and Contingencies

1

63,650

424,739

154,054
774,508

18,056
726,912

637,418

70
637,348

922,891

75,746
95,000
11,398
228,842
97,057
88,297
19,387
63,144

698,871

656,644
152,362

506,725

6,892
15,426
10,877
27,265
84,029
65,491
68,319

»94,030




CONSOLIDATED STATEMENTS OF CHANGES
IN FINANCIAL POSITION

General Public Utilities Corporation and Subsidiary Companies

For the Years Ended December 31 1984

Source of Funds
$128,505

251,494
40,043
112,455

5 117

527,380
19,753
19,753
25,500
18,663
a%,000
27,000

6,811

Applica - n of Funds
. ) $306,264

663
) —-’A'
152
425
3,306
072
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1. Commitments and Contingencies

Three Mile Island Nuclear Accident

T™MI-1 Restart




IMI-2 Cleanup




Repair and Restora

Accounh

Investmer

Investment in TMI




Investigations

Litigatior




Insurance




ultimately resolved in the supplier’s favor, JCP&L would incur $18.7
million in additional fuel expense, based on the amount of fuel
consumed through December 31, 1984,

Since 1975, JCP&L has been storing 224 spent nuclear fuel
assembilies discharged from the Oyster Creek station at West Valley,
New York Nuclear Fuel Receiving Facility (Facility) under
agreements with Nuclear Fuel Services, inc. (NFS), and JCP&L has
paid NFS storage charges in accordance with those agreements. in
April 1982 the New York State Energy Research and Development
Authority (Authority ), the owner of the Facility, submitted invoices
for increased storage charges for the period January 1981 through
March 1982 of $1.3 million and additional invoices for the period
April 1982 through June 1983 of $1.7 million have since been
received. GPUSC and JCP&L refused to pay such increased charges
{other than payments of an additional $392,000) .

In May 1982, the Authority commenced an action in the U S.
District Court for the Western District of New York against the
Corporation, GPUSC, JCP&L, NFS and its parent and two non-
affiliated electric public utilities which also have spent nuclear fuel
stored at the Facility, alleging, among other things, that the
defendants have unlawfully failed and refused to remove spent
nuclear fuel from the Facility. In April 1983, the court ruled that the
utilities are liable to the Authority for storage charges after February
25, 1982 at a rate to be determined by the court and that the
Authority’s claims for trespass and unjust enrichment for periods
prior to February 25, 1982 were subject to review. The GPU
defendants and the Authority have entered into a court approved
settlement agreement, which provides, among other things, that
subject to the receipt and maintenance of all necessary regulatory
and other approvals and the satisfaction of other specified
contingencies, JCP&L shall complete the removal of its spent nuclear
fuel not later than May 31, 1985. The Authority has agreed that in
the event JCP&L removes its spent nuclear fuel as provided in the
settlement agre _ment, it will no longer assert any claims against
JCP&L or GPUSC except those claims for additional storage charges
and possible other monetary damages which are still pending before
the District Court,

The U.S. District Court for the District of New Jersey has
declared invalid as conflicting with controlling federal law, an
ordinance enacted by Lacey Township, New Jersey, in which the
Qyster Creek station is located, which would prohibit the return to
Oyster Creek of the 224 spent fuel assemblies. The township has
appealed the District Court’s decision to the U.S. Court of Appeals.
The State of New Jersey has enacted legislation which, among other
things, prohibits the transportation of spent nuclear fuel through the
State along certain routes, including those necessary o return
JCP&L's spent nuclear fuel to the Oyster Creek station, without a
necessary permit which the State has refused to issue to |CP&L. The
U.S. District Court for the District of New Jersey has granted JCP&L's
request for an injunction against interference by the State with the
shipments and requires any necessary permits to be issued. The State
has appealed to the U.S. Court of Appeals. The New Jersey Turnpike
Authority has also commenced an action against JCP&L and GPUNC
seeking to prohibit transportation of the spent fuel on the New Jersey
Turnpike without compliance with certain weight limitation
regulations. The District Court has granted an injunction requiring the
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Authority to assist in orderly movement of these shipments. The
Authority has stated it intends to appeal the District Court’s decision.
Shipments of the spent fuel have begun and are continuing.

Other

The subsidiaries’ construction programs, which extend over
several years, contemplate expenditures of approximately $440
mill on during 1985. in connection with these construction programs,
the subsidiaries have incurred substantial commitments.

The subsidiaes have entered into long-term contracts with non-
affiliated mining companies for the purchase of coal for certain
generating stations in which they have ownership interests. These
contracts, which expire between 1997 and the end of the remaining
life of the generating station concerned, require the purchase of
minimum amounts of the station's coal requirements. The price of
the coal is determined by formulas providing for the recovery by the
mining companies of their costs of production. Beginning in 1985,
the price of coal will be based on escalation of indexed cost
components under one of these contracts. The subsidiaries’ share of
the cost of coal purchased under these agreements amounted to
$104 million, $96 million and $101 million, for the years 1984, 1983
and 1982, respectively.

The subsidiaries have entered into agreements with other utilities
for the delivery of an aggregate of approximately 1,100 megawatts
(MW of capacity and energy for various periods through 1990.
Payments pursuant to these agreements are estimated to aggregate
about $227 million for 1985 JCP&L has entered into an additional
agreement, subject to the approval of the NJBPU, for 945 MW of
capacity and energy through 1995, with the amount then declining
uniformly through 1999, The price of the energy purchased under
the agreements is determined by formulas providing for recovery by
the sellers of their costs. Other possible long-term purchases are the
subject of pending negotiations.

The Oyster Creek nuclear generating station, owned by JCP&L,
was taken out of service for scheduled repairs, maintenance and
refueling in February 1983 and returned to service in November
1984. In 1983, the NJBPU authorized $4.2 million of annual
revenues providing for a five year amortization of deferred
incremental outage-related expenses of $21 million over normal
levels of such expenses. In January 1985, the NJBPU permitted
JCP&L to increase the deferral of outage-related expense by about
$55 million but did not increase revenues above the level authorized
in the 1983 proceeding. As a result of the additional deferral, the
amortization period will be extended from 5 to about 18 years. At
December 31, 1984, the aggregate amount deferred was $71
million. No revenues have been provided for a return on the
unamortized balance. Another outage of up to a year in length is now
scheduled to begin as early as late 1985 and JCP&L expects that the
capital, operating and maintenance costs of this outage will be
substantial.

The NJBPU issued an order on December 11, 1984 initiating a
comprehensive review of all costs, including capital additions,
operating and maintenance expenses and replacement power costs
incurred in conjunction with the Oyster Creek outage discussed
above. The NJBPU has indicated that to the extent any such costs are
determined to have been unreasonably incurred, they may not be
recoverable through rates

As a result of existing and proposed legislation and regulations
dealing with environmental matters, the subsidiaries may be required
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to incur substantial additional costs to modify or replace existing and

proposed equipment and to improve environmental sites currently or
formerly used by them. The subsidiaries are unable to estimate the
extent of such possible costs or the impact thereof on future

operations
2. Summary of Significant Accounting Policies
General

The consolidated financial statements include the accounts of all
subsidiaries.

it is the general policy of the subsidiaries to record additions to
utility plant at cost, which includes material, labor. overhead and an
allowance for funds used dunng construction (AFUDC) . The cost of
current repairs (except for certain costs described in Note 1) and
minor replacements is charged to appropriate operating expense and
clearing accounts and the cost of renewals and betterments is
capitalized. The onginal cost of utility plant retired, or otherwise
disposed of, is charged to accumulated depreciation.

Operating Revenues
Revenues are generally recorded on the basis of billings
rendered.

Ac:ounting Under Financial Accounting Standards Board
Statement (FAS) 71

The subsidiaries follow the standards of accounting criteria set
forth under FAS 71. Such standards contain a provision that an
enterprise shall capitalize all or part of an incurred cost that would
otherwise be charged to expense if (i) it is probable that future
revenue in an amount equal to the capitalized cost will be recovered
through rates and (i) future revenue will be provided to recover
previously incurred costs rather than to provide for expected levels
of similar future costs.

The FASB is currently considering certain revisions to FAS 71,
Certain of the proposed revisions would have the effect of limiting or
restricting the deferral of certain historical costs in anticipation of
recovery in future rates. These revisions, if enacted in their current
form, could have a material adverse effect on the reporting of
subsidiaries” earnings and capital structures. Hearings are being held
by the FASB and at this time the subsidiaries are unable to assess the
outcome of such hearings

Deferred Energy Costs
Energy costs are recogmized in the period in which the related
energy clause revenues are billed

Reserve Capacity Credit

Since April 1981, the Pennsylvania subsidiaries have been
recognizing a charge to current expense equivalent to the revenues
provided by the PaPUC for possible future reserve capacity
payments to other members of the Pennsylvania-New Jersey-
Maryland Interconnection. Pursuant to rate orders received in
October 1983, the annual provision for such payments was reduced
and a substantial portion of the accumulated reserve is being
returned to customers over three years

Depreciation

The subsidiaries provide for depreciation at annual rates
determined and revised periodically, on the basis of studies, to be
sufficient to amortize the original cost of depreciable property over
estimated remaining service lives, which are generally longer than

those employed for tax purposes. The subsidiaries use depreciation
rates which, on an aggregate composite basis, resulted in an
approximate annual rate of 3.28%, 3.27% and 3.24% for the vears
1984, 1983 and 1982, respectively. Reference is made to Notes 1
and 3 regarding the accrual of depreciation on TMI-1 and TMI-2.

Amortization Policies

Property Losses: Such losses are amortized and recovered through
rates as prescribed by the NJBPU and the PaPUC. The total amount
of unamortized property losses at December 31, 1984 was about
$306 million, before taxes, of which $286 million related to the
abandoned Forked River project. No revenues were provided for a
return on the unamortized balances

T™MI-2 Investment: Such investment for the Pennsylvania
subsidiaries is being amortized in accordance with 1982 PaPUC
settlement agreements providing revenues for recovery of the onginal
investment, nuclear fuel in the reactor at the time of the TMI. 2
accident and certain capital additions subsequent thereto. Rate
orders by the PaPUC in 1984 have resulted in a reduction in the
annual amortization of TMI-2. Pursuant to a June 1984 order, JCP&L
will be allowed to recover its original investment, nuclear fuel in the
reactor at the time of the TMI-2 accident and capital additions
subsequent thereto, in TMI-2 commencing on or about April 1989
and extending over a period of 18 years.

No revenues have been provided i a ¢+ arn on the
unamortized balances.

Nuclear Fuel: Such fuel is amortized on a unit of production basis.
Rates are determined and periodically revised to amortize the cost
over the useful life,

Allowance for Funds Used During Construction (AFUDC)

The applicable regulatory Uniform System of Accounts provides
for AFUDC which is defined as including the net cost during the
period of construction of borrowed funds used for construction
purposes and a reasonable rate on other funds when so used. While
AFUDC results in a current increase in utility plant to be recognized
for ratemaking purposes and represents current earnings, it is not an
item of current cash income until after the related plant is placed in
service and depreciated.

To the extent permitted in the ratemaking proceedings of the
subsidiaries, the income tax reductions associated with the interest
component of AFUDC have been allocated to reduce interest
charges and, correspondingly, have not reduced income taxes
charged to operating expenses. Pursuant to rate orders, the
Pennsylvania subsidiaries employ a net of tax accrual rate for AFUDC
while JCP&L is essentially employing a gross rate. On an aggregate
composite basis the annual rates utilized to capitalize AFUDC were
9.98%, 10.86% and 11.03% for 1984, 1983 and 1982,
respectively .

Nuclear Plant Decommissioning Costs

JCP&L, in accordance with rate determinations, is charging to
expense and crediting to a reserve amounts intended to provide over
their service lives for the cost of decommissioning nuclear plants at
the end of their useful lives. Current estimates for ratemaking
determinations are $15 million for JCP&L's share of TMI-1 and $54
million for Ovyster Creek assuming in-place entombment. Although
not recognized in rates, [CP&L is continuing to charge expense for its
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share of TMI-2 decommissioning based on an estimate of $9 million.
During 1982, similar charges to expense for TMI-1 were
discontinued as a result of an NJBPU order directing the cessation of
depreciation accruals discussed in Note 3.

Met-Ed and Penelec, prior to the cessation of depreciation
accruals pursuant to 1981 and 1982 rate orders, were charging to
expense amounts intended to provide over their service lives for the
decommissioning of their shares of the radivactive components of
their nuclear units (approximately $24 million per unit in then
current dollars) . During 1981, such charges to expense were
discontinued retroactive to the dates that the TMI units were
removed irom base rates in Pennsylvania. The estimate for TMI-2
decommissioning costs has not been revised since such costs were
removed from base rates.

The subsidiaries believe that any additional cash requirements
with regard to nuclear plant decommissioning should be recoverable
through the ratemaking process.

Waste Disposal

JCP&L is providing for estimated future handling costs for the
spent Oyster Creek nuclear fuel and similar treaiment will be
provided for future handling costs for the spent TMI-1 nuclear fuel
when TMI-1 returns to service. Previously accumulated estimated
residual credits, net of previously accumulated estimated costs of
reprocessing, for the Oyster Creek station nuclear fuel are being
amortized to fuel expense on a unit of production basis. In
accordance with the Nuclear Waste Policy Act of 1982, the
subsidiaries entered into contracts in June 1983 with the DOE for the
disposal of spent nuclear fuel. The total liability at December 31,
1984 and 1983, including interest from April 7, 1983, amounts to
$84 million and $76 million, respectively, As the actual liability under
these contracts is substantially in excess of the amount recovered
from ratepayers, the subsidiaries have reflected such excess, which
totals $62 . lion and $64 million at December 31, 1984 and 1983,
respectivelv, as deferred costs, The rates presently authorized for the
subsidiaries recognize these levels of excess costs and provide for
collection aver eight years for Met-Ed and Penelec and fourteen
years for JCP&L.

Income Taxes

The Corporation and its subsidianes file consolidated Federal
income tax returns and all participants are severally liable for the full
amount of any tax, including penalties and interest, which may be
assessed against the group.

Deferred income taxes, which result primarily from liberalized
depreciation methods and deferral of energy costs, are provided for
differences between book and taxable income to the extent
permitted for ratemaking purposes. Investment tax credits (1TC) are
being amortized over the estimated service lives of the related
facilities,

The cumulative net amount of income tax timing differences for
which deferred income taxes have not been provided amounts to
about $761 million at December 31, 1984 It is expected that future
revenues will be provided to cover such taxes as they become
payable.
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3. Extraordinary ltems

As a direct or indirect consequence of the nuclear accident at
TMI-2, consolidated net income for 1984, 1983 and 1982 reflects
the following extraordinary items, net of related income tax effects.

1984

As described in Note 1, the N|BPU issued an order in 1984
permitting JCP&L to recover the investment in TMI-2 and as a result,
JCP&L ceased the accrual of depreciation on TMI-2 retroactively to
April 1979, The adjustment to reflect the reversal of the previously
accrued depreciation of $19.8 million (which is net of $13.3 million
of related income tax charges | for TMI-2 for the period Apnl 1979 10
November 1984 has been accounted for as an extraordinary credit.

1983

As described in Note 1, a settlement was reached in class action
suits for alleged damages as a result of the accident at TMI-2 to
purchasers of GPU common stock. An adjustment in the amount of
$16 million (which is net of $3.6 million of related income tax
benefits) to reflect the effect on the Corporation of the settlement,
has been recorded as an extraordinary charge.

1982

in 1982, the NJBPU approved JCP&L s request to cancel a
project entered into in 1981 with a Canadian power supplier due to
uncertainties of cost, scheduling and financing and the availability of
economic alternatives. The NJBPU directed that JCP&L may not
recover from customers the costs associated with the project and as
a result, JCP&L wrote off $3.9 million (which is net of $2.9 miilion
for related income taxes) as an extraordinary charge

As described in Note 1, the NJBPU issued rate orders in July
1982 directing JCP&L to cease the accrual of depreciation on TMI-1
retroactively to April 1, 1980. For the five months ended May 31,
1982, depreciation expense for TMI-1 in the amount of $1.6 million
was charged to current operations. The adjustment to reflect the
reversal of the previously accrued depreciation of $3.0 millio
(which is net of related income tax charges of $4.7 million) for
TMI-1 for the period April 1, 1980 to May 31, 1982, has been
accounted for as an extraordinary credit.

The July 1982 NJBPU rate orders directed JCP&L to defer certain
operating and maintenance expenses incurred for TMI-1 relating to
restart, public health and safety protection due to the extraordinary
levels of expense and to the nature of the items and permitted
recovery from customers of such expenses over eight vears
commencing with the restart of TMI-1. The adjustment in the amount
of $4 6 million (which is net of $4 million of related income tax
charges) to reflect the reversal of expenses incurred for the period
April 1, 1980 to December 31, 1981, has been accounted for as an
extraordinary credit

The effective tax rate for 1984 applicable to the reversal of
depreciation on TMI-2 is less than the statutory rate due to the effects
of reversing the portion of depreciation related to captalized AFUDC
and the amortization of investment tax credits previously flowed
through to net income.

4. Short-Term Borrowing Arrangements

On October 3, 1983, the Corporation and its subsidiaries
entered into a Second Restated Revolving Credit Agreement
(Restated Credit Agreement) with a consortium of banks. The
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shares includes 1,600,000 shares resulting from a stockholder
litigation settlement in 1983, which is described under ““Litigation'” in
Note 1.

Preferred Stock
At December 31, 1984 and 1983, the subsidiaries had
outstanding the following issues of cumulative preferred stock:

Shares Stated Value
Outstanding In Thousands
Series 1984 1983 1984 1983
Subject to Mandatory
Redemption (a):
10.88% - 13 5% 677,500 731,000 $ 67,750 $ 73,100
Due within one
year (41,000) (41,000) (4,100} (4,100)
Total 636,500 690,000 $ 63,650 $ 69,000
No Mandatory
Redemption:
3.70% - 4. 60% 723912 723912 % 72,391 § 72,391
7.68% -836% 2,410,000 2,410,000 241,000 241,000
8.75% -9.36% 3,650,000 3,650,000 110,000 110,000
TM 6783912 6783912 $423, 391 $423.391

(a) The annual redemption requirement is 53,500 shares of
preferred stock. Based on shares outstanding at December 31, 1984,
the aggregate mandatory redemption requirement is $5.4 million per
year through 1989 All redemptions are at the stated values of the
shares, plus accrued dividends. No redemptions of preferred stock
may be made unless dividends on all of that subsidiary’s preferred
stock for all past quarterly dividend periods have been paid or
declared and set aside for payment_ If dividends on the preferred
stock of any subsidiary are in arrears in an amount equal to the
annual dividend, the holders of preferred stock, voting as a class, are
entitled to elect a majority of the board of directors of that subsidiary
until all dividends in arrears have been paid

At December 31, 1984 and 1983, the subsidiaries were
authorized 1o issue 37,035,000 shares of cumulative preferred stock,
no par value.

No shares of cumulative preferred stock have been sold during
the three years ended December 31, 1984

Retained Earnings

Under the Restated Credit Agreement described in Note 4, the
Corporation and its subsidiaries have agreed to maintain
consohidated retained earnings of at least $500,000,000 The
agreement reached with the agent banks to extend the Restated
Revolving Credit Agreement (see Note 4) requires the Corporation
and its subsidiaries to maintain retained earnings of at least
$600,000,000 and requires |CP&L, Met-Ed and Penelec to maintain
retained earnings of at least $75,000,000, $1 and $40,000,000,
respectively.

In accordance with JCP&L's supplemental indenture dated June
1, 1979, common dividends payable by JCP&L are limited, to the
extent they are not matched by cash capital contributions from the
Carporation, to an amount equal 1o 25% of earnings for the years
1979 and 1980 and 100% of varnings thereafter As of December
31, 1984, pursuant to that provision, $1 33 million of retained
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earnings of $196 million was available for declaration and payment
of dividends on JCP&L’s common stock. The NJBPU has requested
that JCP&L notify it before declaring dividends on its common stock.

In accordance with Met-Ed's supplemental indenture dated
September 1, 1984, common dividends payable by Met-Ed are,
under certain circumstances, restricted to 50% of Met-Ed's
accumulated earnings for the period commencing January 1, 1984
and terminating at the end of the last fiscal quarter preceding the
dividend payment, provided that Met-Ed's retained earnings do not
fall below $12.9 million. In accordance with Met-Ed’s supplemental
indenture dated March 1, 1952, $3 .4 million of the balance of
Met-Ed’s retained earnings is restricted as to the payment of
dividends on its common stock. As of December 31, 1984, pursuant
(o these provisions, $13.9 million of retained earnings of $26 8
million was available for declaration and payment of dividends on
Met-Ed's common stock.

In accordance with Penelec s supplemental indenture dated
June 1, 1979, the aggregate amount of any declaration or payment of
dividends on common stock after December 31, 1978 cannot
exceed Penelec’s earnings available for common stock for the period
commencing January 1, 1979 and terminating at the end of the last
fiscal quarter preceding the date of such restricted payment. As of
December 21, 1984, pursuant to that provision, $72 million of
retained earnings of $109 million was available for declaration and
payment of dividends on Penelec’s common stock.

7. Income Taxes

Examinations of Federal income tax returns through 1978 have
been completed and the years 1979 through 1982 are currently
under audit by the Internal Revenue Service. At this time, the
Corporation does not know whether the Internal Revenue Service
will assess any additional income tax liability against the Corporation
as a result of such audit.

Income tax expense for the years 1982 through 1984 was
different from the amount computed by applying the statutory rate to
book income subject to tax as follows:

In Millions 1984 1983 1982
Operating income before income taxes $ 486 $ 359 $ 308
Other income, net 7 12 16
Total 493 37 324
Interest expense (162) (165) (185)

$ 331§ 206§ 139
$152 8% 95 § 64

m income wb|§| 1o tax

Income tax at statutory rate

Effect of difference between tax and

book depreciation for which deferred

taxes were not provided (Note 2) 13 9 7
Amortization of TMI-2 12 13 1
Amortization of ITC (9) (8 (5)
Other adjustments 5 ~ ]
Income tax expense $ 173 $ 109 § 78
Effective income tax rate 52% 53% 56%




Income tax expense 1s comprised of the following:

In Millions 1984 1983 1982
Federal income tax $ 2 $i3) s10
State income tax 16 6 18
Income taxes on other income, net 5 8 7
Income taxes attributable to the
allowance for borrowed funds (1) (n (2)

Provisions for taxes currently payable 22 10 33
Deferred income taxes:

Liberalized depreciation 41 35 33

Deferral of energy costs 56 51 (52)

Forked River abandonment loss (9) (1) 2

NJ revenue taxes (4) (6) (8)

Reserve capacity credit 4 () (15)

Nuclear fuel disposal fee (5) 30

Deferral of O&M expense—Oyster

Creek 24 9

Other 4 18 (9)
Deferred income taxes, net 11 115 (31)
Current ITC (a) 49 (8) 81
Amortization of ITC (9) (8) (5)
lﬁmgnnm@ $173(d) $109(¢c) $ 78(b)

{a) Unused ITC available for carryforward to future years as of
December 31, 1984 aggregate $72 million (which includes $7
million of credits related to the Corporation’s Employee Stock
Ownership Plan ), of which $18 million, $25 million and $29 million
expire in 1997, 1998 and 1999, respectively

(b) Does not include $6 million (deferred income tax expense
related to liberalized depreciation—$9 million and currently payable
tax benefit relating to an abandonment loss—$3 million) related to
extraordinary items. (See Note 3 )

(€) Does not include a $3 6 million tax benefit resulting from a
litigation settlement. (See Note 3 )

(d) Does not include $13.3 million (deferred income tax expense
related to liberalized depreciation—$11.6 million and reversal of
investment tax credit amortization—$1.7 million) related to
extraordinary item. (See Note 3 )

8. Loans to Non-affiliated Mining Companies

Penelec has been providing financing to non-affiated mining
companies supplying coal to the Homer City generating station under
long-term contracts. These loans were bearing interest at a rate
which was 1/,% per annum above the prime interest rate In
October 1984, Penelec sold its option to buy the stock of one of the
mining companies to a third party As a result of that third party
exercising the option, Penelec received $6 1 million in jJanuary 1985
from the mining company representing payment in full of its loans
outstanding.

9. Supplementary Income Statement Information

Maintenance and other taxes charged to operating expenses
consisted of the following:

In Millions 1984 1983 1982
M_a_:menance‘ $243 $207 $175
Other taxes:

State and local gross receipts $149 §$135 $134
Gross revenve and franchise 40 38 35
State surtax 17 16 15
Real estate and personal property 20 14 15
Other 21 19 20
Total $247 $222 $219

* Excludes reversal of Oyste: Creek outage-related expenses (see
Note 1) .

10. Pension Plans and Postretirement Benefits

The subsidiaries have several pension plans applicable to all
employees, the accrued costs of which are being funded. Prior
service costs applicable to all plans are being aniortized and funded
over 25-year periods. Total pension cost for the years 1984, 1983
and 1982 amounted to approximately $33.4 million, $33.1 million
and $30.6 million, respectively

Based on the latest available actuarial reports, the subsidiaries’
plans had accumulated benefits  assuming an 8 percent rate of
return) and net assets as follows:

b

in Milhons
Actuarial present value of
accumuiated benefits:
Vested $340 $305
Nonvested 47 45
$387 $350
Net assets available for benefits $480 $404

In addition to providing pension benefits, the company and its
subsidiaries provide certain health care and life insurance benefits for
retired employees. Substantially all of the company's employees
become eligible for those benefits i they reach retirement age while
working for the company. The cost of retiree health care and life
insurance benefits is recogmized as expense as premiums are paid,
For 1984, those costs totaled approximately $2 .8 million.
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11. Jointly Owned Generating Stations

The subsidiaries participated with non-affiliated utilities in the
following jointly owned generating stations at December 31, 1984:

In Milhons Balance
% in Accumulated
Station Ownership  Service Depreciation
Homer City 50 $331.1 $72.0
16.67 46.4 132
Conemaugh 16.45 50.7 14.7
Yards Creek 50 17.3 3.1
Seneca 20 13.4 25

Each participant in a jointly owned generating unit finances its
own portion and charges the appropriate operating expenses with its
share oi direct expenses. The dollar amounts shown above represent
only those portions of the units owned by the subsidiaries.

12. Leases

As a result of the criteria set forth in FAS 71 and Federal Energy
Regulatory Commission Order 390, both of which were effective in
1984, the subsidiaries have reflected capital leases on the December
31, 1984 balance sheet. Approximately $39 million (which is net of
$25 willion of amortization) has been recorded in Utility Plent and
as 2 hability. Such recording of capital leases has r impact or. net
“come because all leases, for ratemaking purposes, are conside red
Oy ating leases.
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SYSTEM STATISTICS
General Public Utilities Corporation and Subsidiary Companies

1984 1983 1982 1981 1980
Generating Capacities and Peaks (MW):
Installed capacity (at year end) (a) 8,251 8,251 8,251 8.251 8,254
Annual hourly peak load 6,401(b) 6,140(b) 6,442(c¢) 6,215(¢) 6,161 (b)
Reserve (%) (a) 289 3j4.4 28.1 328 340
Net system requirements (in thousands of MWH)
Net generation 20,075 20,635 20,841 22,266 22,659
Power purchased and interchanged, net 16,681 14,333 13,336 12,659 12,346
Total Net System Requirements 36,756 14,968 34,177 34,925 35,005
Load Factor (%) 5.3 65.0 60.5 64.1 649
Production Data:
Cost of fuel (in mills per KWH of generation ) :
Coal 15.92 14.90 16.35 1611 13.76
Oil 49.06 52.31 58.16 62.29 62.49
Nuclear 6.25 5.85 408 3.83 3.80
Other 59.74 55.55 64 .06 56.82 4229
Average 21.53 19.94 19.80 19.06 17.17
Generation by fuel type (%):
Coal 85 87 81 78 81
Ol 3 3 2 3 5
Nuclear 1 9 1 8
Other (gas & hydro) 11 10 8 8 6
Total 100 100 100 100 100
Electric Energy Sales (in thousands of MWH ) :
Residential 11,273 10,901 10,604 10,707 10,810
Commercial 8,826 8,322 8,173 7,949 7,687
Industrial 11,770 10,608 10,752 11,535 11,520
Other 1,622 1,669 1,824 1,821 1,821
Total 33,40 31,500 31,353 32,012 31,838
Electric Operating Revenues (in thousands):
Residential $1,049,257 $ 978,743 $ 919532 $ 793,056 $ 719,166
Commercial 765,394 687,773 661,910 548,367 470,123
Industrial 772,923 673,101 694,291 609,177 531,369
Other 107,474 105,113 101,712 91,591 87,535
Total from KWH Sales 2,695,048 2,444 730 2,377,445 2,042,191 1,808,193
Other Revenues 36,141 32,140 24,39 20,097 21,102
Total $2,731,189 2,476,870 $2,401.836 $2,062,288 $1,829,295
Customers—Year-End (in thousands):
Residential 1,482 1,456 1,434 1,422 1,405
Commercial 170 166 164 163 161
industnial 10 10 10 10 9
Other 3 3 3 3 3
Total 1,665 1,635 1,611 1,598 1,578
Price per KWH-—all customers (cents) 8.05 7.76 7.58 638 568

(a) Includes the installed capacity of the Three Mile island nuclear generating station Unit No. 1 of 800 MW and 906 MW for Unit No. 2 for
all periods. The reserve (%), excluding TMI for 1984, 1983, 1982, 1981 and 1980 would be 2.2%, 6.6%, 1. 6%, 5.3% and 6.3%,
respectively

(b) Summer peak

(¢) Winter peak
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SUPPLEMENTARY

INFORMATION

CONCERNING INFLATION EFFECTS (UNAUDITED)

The following supplementary information is provided in accord
with FAS No. 33, “Financial Reporting and Changing Prices” (as
amended ), which requires disclosure of certain inflation effects upon
company operations. The inflation estimating method prescribed by
FAS No. 33 involves restating significant monetary and non-
monetary items from conventional historical dollars to current cost
dollars. The differences between these amounts are the estimates of
inflation effects which occur in the current period. The Corporation
utilizes company equipment cost indexes, the Handy Whitman
Indexes of Public Utility Construction Costs, and the Consumer Price
Index, as appropriate, to estimate equivalent current cost figures for
these purposes.

The current cost estimating method employs a number of
judgements and experimental procedures to approximate inflaiion
effects. Consequently, the Corporation cautions readers that this data
should not be viewed as any precise measurement of the effects of

The primary items affected by inflation are those financial
commitments which extend uver many years of operation. These
items fall into two classes termed “monetary’’ and "'non-monetary.”’

Monetary items are those assets or liabilities which are
convertible into a predesignated fixed number of dollars by their
contractal terms and conditions, such as receivables, payables, and
long-terrn debt. Holding monetary assets during inflationary periods
results in a purchasing power loss, since the fixed dollars received i,
the future will purchase less. Conversely, holding monetary liabilities
results in purchasing power gains, since future fixed payments will be
made with dollars of diminished purchasing power.

Since GPU's subsidiaries owed net monetary liabilities
(obligations to pay a fixed sum), primarily long-term debt, during a
period in which the purchasing power of the dollar declined, inflation
adjusted figures reflect a net gain in purchasing power. This gain is
strictly an economic ' once at, is not realized in cash, and does not
represent funds available for actu~! use or for distribution to
shareholders.

Non-monetary items are those without any contractual
conversion provisions to a fixed number of dollars as, for example,
investments in plant and equipment and related depreciation. Utility
plant and related accumulated depreciation were estimated in
current cost dollars by applying appropriate cost indexes to vintaged
historical cost dollars by equipment classes. The current year's
depreciation provision in current cost terms was derived by applying
methods and rates as used in the historical financial statements to
current cost restated plant investments.

Other items, including revenues, taxes, and expenses other
than depreciation, are considered to reflect the average price level
for the year, and consequently, remain the same as reported in the
primary financial statements.

Present regulatory ratemaking implicitly assumes that
compensation for inflation effects is incorporated as a component in
debt interest rates, preferred dividends, and the common equity
return rate used in the ratemaking process. Consequently, ratemaking
deals with recovery of plant investmeni and other expenses only in
historical cost amounts. The estimated quantification of inflation
effects on monetary and non-monetary items, including adjustment
to historical costs recoverable via ratemaking, provides a tentative
measure of inflation erosion of common equity which is not explicitly
recognized in the ratemaking process.

EFFECTS OF CHANGING PRICES

In Thousands of Average 1984 Dollars Current Cost
Net income, before extraordinary items, as reported*® $128,505
Erosion of common stockholder’s equity due to changing prices:

Excess of current cost over historical cost depreciation $ (249,746)

Current cost increases, net of general inflation** (80,674)

Current year adjustment to recovarable costs 172,603

Net non-monetary items purchasing power gain (loss) $ (157,817)

Net monetary items purchasing power gain (loss) 81,344

Net erosion of common stockholder’s equity (76,473)
Net income, betore extraordinary items, as adjusted $ 52032

* Adversely affected by regulatory disallowances of operating expenses and return requirements

associated with TMI-1 and TMI-2 (see Note 1) .

** Current cost increase was $237,910 for plant facilities. General inflation increase was $318,584.
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