December 13, 1996

UNITED STATES OF AMERICA
NUCLEAR REGULATORY COMMISSION
In the Matter of
Duquesne Light Company, et al,
Docket Nos. 50-334
and 50-412

Beaver Valley Power Station,
Units 1 and 2

Nt Nt St St Nt St vt S

APPLICATION FOR TRANSFERS OF CONTROL
REGARDING OPERATING LICENSE NOS. DPR-66 AND NiF.73

FOR THE BFAVER VALLEY NUCLEAR POWER PLANT
INTRODUCTION AND BACKGROUND

The Duquesne Light Company ("Duquesne Light"), Ohio Edison Company
("Ohio Edison") and Pennsylvania Power Company ("Penn Power") are the holders of
Facility Operating License No. DPR-66, dated July 2, 1976 ("Operating License
DPR-66"). Operating License DPR-66 authorizes the holders to possess the Beaver
Valley Power Station, Unit 1 ("Beaver Valley Unit 1") and authorizes Duquesne Light
to use and operate Beaver Valley Unit 1 in accordance with the procedures and limita-

tions set forth in the operating license.

Duquesne Light, Ohio Edison, The Cleveland Electric Il nating Company
("CEI") and The Toledo Edison Company ("TE") are the holders ot Facility Operating
License No. NPF-73, dated August 14, 1987 ("Operating License NPF-73"). Operating
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License NPF-73 authorizes the holders to possess the Beaver Valley Power Station,
Unit 2 ("Beaver Valley Unit 2") and authorizes Duquesne Light to use and operate Bea-
ver Valley Unit 2 in accordance with the procedures and limitations set forth in the

operating license.

CEI and TE are wholly owned subsidiaries of Centerior Energy Corporation
("Centerior"). CEI owns a 24.47% interest in Beaver Valley Unit 2 and TE owns a
19.91% interest in Beaver Valley Unit 2. Ohio Edison owns a 35% interest in Beaver
Valley Unit 1 and a 41.88% 1nterest in Beaver Valley Unit 2. Penn Power owns a
17.50% interest ir. Beaver Valley Unit 1. Duquesne Light owns the remaining 47.50%
interest in Beaver Volley Unit 1 and the remaining 13.74% interest in Beaver Valley

Unit 2.

The purpose of this Application is to request the consent of the Nuclear Regula-
tory Commission ("NRC") under 10 C.F.R. § 50.80 to the indirect transfers of control
of interests in the Beaver Valley Unit 1 and Unit 2 operating licenses that will occur
under a proposed merger of Ohio Edison and Centerior. The merger will result in the
indirect transfer of control of the interests held by the licensees (except for Duquesne
Light) in the Beaver Valley operating licenses to a new holding company, FirstEnergy
Corp. ("FirstEnergy"), to be formed by the merger. A copy of the Merger Agreement
between Ohio Edison and Centerior is filed with this Application as Exhibit A. A
copy of the Joint Proxy Statement and Prospectus will be provided when it is final-

ized, which 1s expected by the end of December.

Under the proposed merger, CEI, Ohio Edison, and TE will become wholly
owned subsidiaries of FirstEnergy. Penn Power will remain a wholly owned subsidi-
ary of Ohio Edison. As a result of the merger, the above companies - all licensees on

the Beaver Valley licenses - will achieve significant cost savings and efficiencies that
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will reduce their operating costs to the benefit of their customers, shareholders and the
communities that they serve. The merger will therefore enhance the licensees' finan-

cial resources to possess the Beaver Valley plant.

The merger will have no adverse affect on either the technical management or
operation of the Beaver Valley plant. Duquesne Light, which is not involved in the
merger, will remain responsible for the plant's operation and maintenance. Thus, the

merger has no affect on the technical qualifications of the operating organization.

In addition to the NRC's review, the merger will be reviewed by other Federal
agencies, including the Federal Energy Regulatory Commission ("FERC"), the Securi-
ties Exchange Commission ("SEC") and por rially the U.S. Department of Justice and
the Federal Trade Commission ("FTC"). Among the issues that these agencies will
consider are the competitive aspects of the proposed merger. The NRC itself should
undertake no additional antitrust review with respect to the proposed transfers con-
cerning the Beaver Valley Unit 2 license because (1) no significant changes in the activi-
ties or proposed activities of the licensees have occurred since the NRC's previous
antitrust reviews, and (2) the competitive aspects of the merger will be thoroughly re-

viewed by other Federal agencies.”

Part I below sets forth the information required by 10 C.F.R. § 50.80 with re-
spect to the proposed transfers. Part II discusses the effective date for the license

transfers.

“ Beaver Valley Unit 1 1s a section 104b plant, and therefore the NRC has no antitrust jurisdiction
with respect to Unit 1.



L INFORMATION FOR TRANSFERS OF CONTROL
A R e ine Ohio Edison C

L. Name and Address

Ohio Edison Company
76 South Main Street
Akron, Ohio 44308-1890

Following the merger, Ohio Edison will be a wholly owned subsidiary of
FirstEnergy. Its purpose will remain the same as it is now, which is to engage princi-
pally in the generation, transmission, distribution and sale of electric energy in Ohio
to residential, commercial and industrial customers for thetr own use and in Ohio and

elsewhere to wholesale customers for resale.

3 Qrganization and Management

Ohio Edison is - and will remain after the merger - a corporation organized
and existing under the laws of the State of Ohio. All of Ohio Edison's directors and

principal officers are citizens of the United States.

The members of the Board of Directors of FirstEnergy are to be designated by
Ohio Edison's Board of Directors prior to the effective date of the merger. The
Merger Agreement provides that, until otherwise determined by the FirstEnergy
Board of Directors, Willard R. Holland (Chairman of the Board and Chiet Executive
Officer of Ohio Edison) will be Chairman of the Board, President and Chief Executive
Ofticer of FirstEnergy and Robert J. Farling (Chairman, President and Chief Execu-
tive Officer of Centerior) will be Vice Chairman of FirstEnergy. The Ohio Edison
Board of Directors has not yet designated the Board of Directors for FirstEnergy. All

members of the FirstEnergy Board will be U.S. citizens.
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Following the proposed merger, Ohio Edison will not be owned, controlled or

dominated by an alien, foreign corporation or foreign government. Ohio Edison is
not acting as an agent or representative of any other person in this request for consent

to the indirect transfer of control of the licenses.

b i s o Pennsylvania | |

k. Name and Address

Pennsylvania Power Company

P.O. Box 891

New Castle, Pennsylvania 16103-0891
(412) 652-5531

2. Description of Business

Penn Power is, and will remain, a wholly owned subsidiary of Ohio Edison. Its
purpose will remain the same as it is now, which is to engage principally in the genera-
tion, transmission, distribution and sale of electric energy in Pennsylvania to residen-
tial, commercial and industrial customers for their own use and in Pennsylvania and

elsewhere to wholesale customers for resale.
3. Qrganization and Management

Penn Power is, and will remain, a corporation organized and existing under the
laws of the Commonwealth of Pennsylvania. All of Penn Power's directors and prin-

cipals are citizens of the United States.

Following the proposed merger, Penn Power will not be owned, controlled or
dominated by an alien, foreign corporation or foreign government. Penn Power is not
acting as an agent or representative of any other person in this request for consent to

the indirect transfer of control of the licenses.



Cleveland Electric [lluminating Company
¢/o Centerior Energy Corporation

6200 Oak Tree Boulevard

Independence, OH 44131

!\J

Following the merger, CEI will be a wholly owned subsidiary of FirstEnergy.
Its purpose will remain the same as it is now, which is to engage principally in the gen-
eration, transmission, distribution and sale of electric energy in Ohio to residential,
commercial and industrial customers for their own use and in Ohio and elsewhere 10

wholesale customers for resale.

3. Qrganization and Management

CEl 15 -- and will remain after the merger - a corporation organized and existing
under the laws of the State of Ohio. All of CEI's directors and principal officers are

citizens of the United States.

Following the proposed merger, CEI will not be owned, controlled or domi-
nated by an alien, foreign corporation or foreign government. CEI is not acting as an
agent or representative of any other person in this request for consent to the indirect

transfer of control of the licenses,

D.

1. Name and Address

The Toledo Edison Company
300 Madison Avenue
Toledo, OH 43652
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Following the merger, TE will be a wholly owned subsidiary of FirstEnergy.
[ts purpose will remain the same as it is now, which is to engage principally in the gen-
eration, transmission, distribution and sale of electric energy in Ohio to residential,
commercial and industrial customers for their own use and in Ohio and elsewhere to

wholesale customers for resale.

3. Qrganization and Management

TE is -- and will remain after the merger - a corporation organized and existing
under the laws of the State of Ohio. All of TE's directors and principal officers are

citizens of the United States.

Following the proposed merger, TE will not be owned, controlled or domi-
nated by an alien, foreign corporation or foreign government. TE is not acting as an

agent or representative of any other person in this request for license transfer.
E.  Technic

The proposed merger involves no change to either the management organiza-
tion or technical personnel of Duquesne Light responsible for operating and maintain-
ing Beaver Valley Units 1 and 2. Duquesne Light is not involved in the merger.
Therefore, the technical qualifications of Duquesne Light to carry out their responsi-
bilities under the Operating Licenses will remain unchanged and will not be adversely

affected by the proposed merger.



Ohio Edison, Penn Power, CEIl and TE are, and will remain, electric utilities

within the definition set out in 10 C.F.R. § 50.2 that provide electrical service on a re-
tail and wholesale basis. After the proposed merger, Ohio Edison, CEI and TE will
continue to generate and distribute electricity and recover the cost of this electricity
through rates authorized by the Public Utilities Commission of Ohio ("PUCO") and
by the FERC. Therefore, they will continue to meet the definition of electric utility
set forth in 10 C.F.R. § 50.2. Similarly, Penn Power will continue to generate and dis-
tribute electricity and recover the cost of this electricity through rates authorized by
the Pennsylvania Public Utility Commission ("PaPUC") and by the FERC. Penn
Power will therefore also continue to meet the definition of electric utility set forth in
the regulations. Therefore, the financial qualifications of Ohio Edison, Penn Power,
CEI and TE are presumed by 10 C.F.R. § 50.33(f) and no specific demonstration of fi-

nancial qualifications is required.

We understand that in connection with recent mergers of other licensees, the
NRC expressed interest in being kept informed of subsequent asset transfers. If this is
a consideration in this merger, each licensee affiliated with FirstEnergy is wiliing to
commit to provide the Director of the Office of Nuclear Reactor Regulation a copy of
any application, at the time it 1s filed, to transfer (excluding grants of security interests
or liens) from such licensee to its proposed parent, or to any other affiliated company,
facilities for the production, transmission or distribution of electric energy having a de-
preciated book value exceeding ten percent of such licensee's consolidated net utility

plant, as recorded on the utility's books of account.
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NRC regulations require information showing "reasonable assurance . . . that
funds will be available to decommission the facility." 10 C.F.R. § 50.33(k). Ohio Edi-
son, Penn Power, CEl and TE have filed decommissioning reports with the NRC un-
der 10 C.F.R. § 50.75(b) and are providing {inancial assurance for decommissioning
their respective ownership interests in Beaver Valley in accordance with those reports
through external sinking trust tunds in which deposits are made at least annually. Af-
ter the merger, Ohio Edison, Penn Power, CEl and TE will remain responsible for the
decommissioning liabilities associated with their respective ownership interests in Bea-
ver Valley and will continue to fund their respective decommissioning trusts in accor-

dance with NRC regulations.

H.  Anutrust Considerations

Beaver Valley Unit 1 was licensed under section 104b of the Atomic Energy
Act. Nuclear plants licensed under section 104b are not subject to antitrust review by
the NRC. As stated by the NRC in its recent approval for the license transter of the

Calvert Cliffs Nuclear Power Plaut (also a section 104b plant):

The Calvert Cliffs Nuclear Power Plant received its con-
struction permit (CP) prior to enactment of Section 105 of
the Atomic Energy Act. Nuclear plants that receive CPs
prior to enactment of Section 105 in December 1970 were
iss ' 104b licenses rather than 103 commercial licenses and
- re grandfathered for purposes of antitrust review. Con-
oo aently, the staff is not conducting a significant change
antitrust review as a result of the proposed merger involv-

ing BGE and PEPCO.



61 Fed. Reg. 56,714, 56,715 (Nov. 4, 1996). Therefore, no review for significant
change antitrust review is required with respect to the license transfers for Beaver Val-

ley Unit 1.

The NRC and the Attorney General previously conducted an antitrust review
under section 105 of the Atomic Energy Act, as amended, with respect to Beaver Val-
ley Unit 2. No antitrust conditions were imposed on the Unit 2 license as a result of
that review. See Duquesne Light Company (Beaver Valley Power Station, Unit 2),
CL1-74-24, 7A E.C. 953 (1974). In 1987, in connection with the issuance of the operat-
ing license for Beaver Valley Unit 2, the NRC concluded that there had been no sig-
nificant changes warranting further antitrust review, in large measure in "result of the
implementation of the Davis-Besse/Perry license conditions and the procompetitive
eftect they have had on the planning and day-to-day operations of all CAPCO sys-
tems." 52 Fed. Reg. 15,402, 15,403 (1987). These antitrust conditions in the Perry and
Davis-Besse license, which cover and apply to all of the Beaver Valley licensees as well,

continue to be "extensive and pro-competitive” in effect.*

Similarly, the NRC does not need to conduct a further antitrust review with re-
spect to the instant application because no significant changes have occurred since its
previous reviews of these licensees. South Carolina Electric & Gas Company (Virgil
C. Summer Nuclear Station, Unit 1), CLI-80-28, 11 NRC 817 (1980) and CLI-81-14, 13
NRC 862 (1981). Three criteria are relevant to determining whether significant
changes have occurred: (1) whether one or more changes have occurred since the date
of the previous NRC antitrust review, (2) whether changes are reasonably attributable

to the licensee(s), and (3) whether the changes "have anutrust implications that would

% The NRC recently concluded (in review ing a proposed merger between CEl and TE) that the li-
cense conditions found in the Perry and D vis-Besse Operating Licenses are "extensive and pro-
competitive.” 59 Fed. Reg. 40,928, 40,929 |August 10, 1994).
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likely warrant some Commussion remedy.” Summer, supra, CLI-80-28, 11 NRC at
822-25 (emphasis in original).

The Commission has held that application of the third criterion - whether the
changes "have antitrust implications that would likely warrant some Commission rem-
edy” - "should result in termination of NRC antitrust reviews where the changes are
pro-competitive or have de minimis anticompetitive effects.” Sumumer, supra,
CLI-81-14, 13 NRC at 872 (emphasis in original). The Commission further elucidated
that, under the third criterion, "changes would be considered 'significant’ only when
the competitive structure, as changed, would likely warrant and be susceptible to a
greater than de minimis license modification." Summer, CLI-81-14, 13 N.R.C. at 864,
note 3. In other words, the NRC should undertake an additional antitrust review only
if "there is a genuine likelihood that the outcome of [the] review, were it Lo occur,
would be a greater than inconsequential alteration or adiustment in furtherance of
policies underlying the antitrust laws. Otherwise stated, we believe it was intended
that we not undertake the process without an expectation that it would have greater

than de punimus results.” Summer, CLI-80-28, 11 N.R.C. at 835 (emphasis added).

Applying this standard, it is clear that no additional antitrust review in connec-
tion with the proposed Ohio Edison and Centerior merger is warranted. Ohio Edi-
son, Penn Power, CEI and TE are already subject to comprehensive antitrust
conditions under the Perry and Davis-Besse licenses and additional conditions on the
Beaver Valley Unit 2 license are unlikely to further any policies underlying the anti-
trust laws. Therefore, the merger can have at most a de minimis antitrust effect insofar
as the NRC's antitrust responsibilities are concerned, and the NRC should conclude

that no further antitrust review is required with respect to the merger.
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Further, to the extent the merger has an effect on competition, that effect will

be pro-competitive. In conjunction with the merger, FirstEnergy has filed an open oc-
cess tariff with FERC that complies with FERC's Order 888 (which requires utilities
to provide other entities access to their transmission lines on terms comparable to
their own use). This tariff would provide open access to the combined transmission
network of all of FirstEnergy's utility subsidiaries (Ohio Edison, CEI, TE, and Penn
Power) at rates and conditions placed into effect by FERC. This open access enhances
the ability of alternative suppliers of wholesale power to make available their power to
other utilities located within the general service area of FirstEnergy's subsidiaries. Fur-
ther, the open access provided under the tariff filed by FirstEnergy would eliminate
multiple, cumulative transmission charges that currently apply to transmitting power
over both Ohio Edison and CEI and TE transmission lines. Therefore, the merger
could reduce the cost of alternative power sources for other utilities located within the
general service area of FirstEnergy's subsidiaries. Thus, the merger will have a pro-
competitive effect in the competitive environment in which the Beaver Valley plant

operates.

Moreover, the competitive effects of the merger will be thoroughly reviewed by
other federal agencies reviewing the merger, including the FERC. On November 8,
1996, Ohio Edison and Centerior filed a request with FERC for approval of the
merger. The potential effect of the business combination of Ohio Edison and Cente-
rior on competition will be one of the issues considered by FERC in its review of the
merger. The NRC's antitrust role is far more limited than FERC's; the NRC does not

possess plenary antitrust jurisdiction. See, e.g., Houston Lighung & Power Co, (South
Texas Project, Units Nos. 1 and 2), CLI-77-13, 5 N.R.C. 1303 (1977). Theretore, con-

sistent with Regulatory Guide 9.1, Regulatory Staff Position Statement on Antitrust
Mauters, the NRC should not duplicate FERC's role of comprehensively evaluating
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the potential competitive effects of the merger. Rather the NRC should rely upon
FERC's consideration of competitive and antitrust considerations to confirm that
there are no significant antitrust changes arising from the merger that would require

turther or additional NRC antitrust review.

In conclusion, the proposed merger of Ohio Edison and Centerior will not re-
sult in a significant change in the competitive environment in which Beaver Valley
Unit 2 operates. Therefore, no additional antitrust review by the NRC is warranted in

connection with its review of this application.

L. Statement Of Purposes For The Transter And The Nature Of The

The purpose of the merger is to achieve berefits for Ohio Edison's and Cente-
rior's shareholders, customers and commuaities that would not be achievable if they
were to remain separate companies. The expected savings related to the merger are ap-
proximately $1 billion over the first ten years. The savings will come from the elimi-
nation of duplicative activities, improved operating etficiencies, lower capital costs,

and the combination of the companies' work forces.

“ Regulatory Guide 9.1 provides in relevant part as follows: "In general, reliance will be placed on
the exercise of Federal Power Commission [now FERC] and State agency junisdiction regarding the
specific terms and conditions of the sale of power, rates of transmission services and such other matters
as may be within the scope of their jurisdiction.” In addition to FERC review, the proposed merger
of Ohio Edison and Centerior is subject to the provisions of the Hart-Scott-Rodino Antitrust Im-
provements Act of 1976, as amended ("HSR Act"). Consequently, both the Federal Trade Commus-
sion and the Antitrust Division of the United States Department of Justice will be provided an
opportunity to evaluate the antitrust implications, if any, of the proposed merger.
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J. Restricted Data

This application does not contain any Restricted Data or other classified defense
information, and it is not expected that any will become involved in the licensed ac-
tivities. However, in the event that such information does become involved, Ohio
Edison, Penn Power, CEI, and TE agree that they will appropriately safeguard such in-
formation and will not permit any individual to have access to Restricted Data until
the Oftice of Personnel Management (the successor to the Civil Service Commission)
shall have made an investigation and reported to the NRC on the character, associa-
tions, and loyalty of the individual, and the NRC has determined that permitting such
person to have access to Restricted Data will not endanger the common defense and se-

curity of the United States.

The merger does not involve any change to the nuclear plant operations or
equipment and does not change any environmental impact previously evaluated in the
plant’s Final Environmental Statement. Accordingly, this application involves no sig-

nificant environmental impact.
. EFFECTIVE DATE

The proposed merger of Ohio Edison and Centerior is subject to the HSR re-
view process and requires the approval of other federal regulatory authorities in addi-
tion to the NRC, such as FERC., Approval by Ohio Edison's and Centerior's
shareholders is also required. Until all necessary approvals have peen obtained, the
merger cannot be implemented. Ohio Edison and Centerior intend to consummate

the merger as soon as reasonably possible after all the necessary approvals have been
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obtained which are expected by September 1997. Therefore, the NRC is requested to
review this Application on a schedule that will permit it to act on and provide its final
consent to the proposed indirect transfers of control that would be etfectuated by the

merger as promptly as possible and in any event before September 1, 1997,

CONCLUSION

For the foregoing reasons, the NRC is requested to consent to the indirect
transfers of control that would be result from the merger of Ohio Edison and Cente-
rior regarding the interests held by Ohio Edison, Penn Power, CEI, and TE in Operat-
ing Licenses Nos. DPR-66 and NPF-73 for the Beaver Valley plant.

Vsl S DOCsho

15



I, Guy L. Pipitone, being duly sworn, state that (1) I am Vice President of
Ohio Edison Company, (2) I am duly authorized to execute and file this certification on
behalf of Ohio Edison Company, and (3) the statements set forth in the attached application

are true and correct to the best of my information, knowledge and belief.

/ 7 Guy L. Pipitone

Subscribed and sworn to before me
this 12th day of December, 1996.

P ./j

| 5 /
/ L
Notary Public

R

(24202}



APPLICATION FOR TRANSFERS OF CONTROL
REGARDING OPERATING LICENSE NOS. DPR-66 AND NPF-73
FOR THE BEAVER VALLEY NUCLEAR POWER PLANT

EXHIBIT A

\GREEMENT AND PLAN OF MERGER




Exhibit A

[CONFORMED COPY |

AGREEMENT AND PLAN OF MERGER

OHIO EDISON COMPANY

and

CENTERIOR ENERGY CORPORATION

Dated as of September 13, 1996
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AGREEMENT AND PLAN OF MERGER dated as of September 13, 1996 (the “Agreement”),
between OHIO EDISON COMPANY, an Ohio corporation with its principal executive offices in Akron,
Ohio (“Ohio Edison”), and CENTERIOR ENERGY CORPORATION, an Ohio corporation with its
principal executive offices in Independence, Ohio (“Centerior™).

WHEREAS, the respective Boards of Directors of Ohio Edison and Centerior deem it advisable and in
the best interests of their respective shareholders to consummate, and have approved, the business combina-
tion transactions provided for herein in which

(i) Ohio Edison and Centerior will form an Ohio holding company, FirstEnergy Corp.
(“FirstEnergy "),

(i1) (A) FirstEnergy will form two subsidiaries, one of which (“Ohio Edison Acquisition Corp.”")
will merge with and into Ohio Edison with Ohio Edison continuing as the surviving corporation (the
“Ohio Edison Merger™) pursuant to the Ohio Edison Merger Agreement attached hereto as Exhibit A
(the “Ohio Edison Merger Agreement”), and the other of which (“Centerior Acquisition Corp.") will
merge with and into Centerior with Centerior continuing as the surviving corporation (the “Centerior
Merger”) pursuant to the Centerior Merger Agreement attached hereto as Exhibit B (the “Centerior
Merger Agreement’'), and

(B) whereby

(1) each issued and outstanding share of common stock, par vaiue $9 per share, of Ohio
Edison (“Ohio Edison Common Stock”), and any associated right (an “Ohio Edison Right™) that
may be issued pursuant to the Rights Agreement, dated as of October 16, 1990, between Ohio
Edison and Citibank, N.A., as Rights Agent (the “Ohio Edison Rights Agreement™), and

(11) each issued and outstanding share of common stock, without par value, of Centerior
(*“Centerior Common Stock”), and any associated right (a “Centerior Right”) that may be issued
pursuant to the Shareholder Rights Agreement, dated as of June 25, 1996, between Centerior and
KeyBank National Association, as Rights Agent (the “Centerior Rights Agreement’’),

in each case not owned directly or through a wholly-owned Subsidiary by Ohio Edison or Centerior, will
be converted into the right to receive common stock, par value $0.10 per share, of FirstEnergy
(“FirstEnergy Common Stock™),

(iii) immediately after the Centerior Merger, Centerior will merge with and into FirstEnergy with
FirstEnergy continuing as the surviving corpoiction (the “FirstEnergy Merger'; the Ohio Edison Merger,
the Centerior Merger and the FirstEnergy Merger together being referred to herein as the “Merger”),
and

(iv) as a result of the Merger, the respective common shareholders of Ohio Edison and Centerior
will own all of the outstanding shares of FirstEnergy Common Stock and each share of any other class of
capital stock of Ohio Edison and its Subsidiaries and of the Subsidiaries of Centerior will be unaffected
by the Merger and will remain outstanding;

WHEREAS, for Federal income tax purposes, it is intended that the Merger qualify, as to Ohio Edison,
as a tax-free transfer within the meaning of Section 251 (a) of the Internal Revenue Code of 1986, as amended
(the “Code"), and, as to Centerior, as a tax-free reorganization within the meaning of Section 368(a) of the
Code;

WHEREAS, for accounting purposes, it is intended that the Merger will be accounted for on a purchase
accounting basis in accordance with generally accepted accounting principles zpplied on a consistent basis
(“GAAP") and applicable regulations of the Securities and Exchange Commission (the “SEC");

WHEREAS. Centerior and Ohio Edison desire to make certain representations, warranties and
agreements in connection with the Merger and also to prescribe various conditions to the Merger,
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NOW, THEREFORE, in consideration of the premises and the respective representations, warranties,
covenants and agreements set forth in this Agreement, the parties agree as follows:

ARTICLE |
FORMATION OF FIRSTENERGY AND MERGER COMPANIES

1.1 Organization of FirstEnergy. As promptly as practicable following the execution of this Agree-
ment, Ohio Edison and Centerior shall cause FirstEnergy to be organized under the laws of the State of Ohio.
The initial Articles of Incorporation and Regulations of FirstEnergy shall be in the forms attached hereto as
Exhibits C and D, respectively. The authorized capital stock of FirstEnergy shall consist initially of 100 shares
of common stock, par value $0.10 per share, of which 50 shares will be issued to Ohio Edison and 50 shares
will be issued to Centerior.

1.2 Directors and Officers of FirstEnergy.

(a) Prior to the Effective Time. Upon formation of FirstEnergy, Ohio Edison and Centerios shall
cause one individual selected by each company to be elected as directors of FirstEnergy and the
individuals designated on Exhibit E hereto to be elected as the officers of FirstEnergy, holding the
position(s) designated on Exhibit E. Each such officer and director (or any replacement officer or
director designated as set forth above) shall remain in office until his successor is elected.

(b) As of the Effective Time. As of the Effective Time, the parties hereto agree that the Board of
Directors and officers of FirstEnergy shall be designated as provided in Section 7.12 of this Agreement.

1.3 Organization of Merger Companies. As promptly as practicable after the formation of Fiz-
stEnergy, the parties shall cause FirstEnergy to cause Ohio Edison Acquisition Corp. and Centerior
Acquisition Corp. to be organized under the laws of the State of Ohio. The Articles of Incorporation and
Regulations of Ohio Edison Acquisition Corp. and Centerior Acquisition Corp. shall be in such form as shall
be determined by FirstEnergy. Upon formation of each company, FirstEnergy shall designate the Boards of
Directors and officers of each of Ohio Edison Acquisition Corp. and Centerior Acquisition Corp.

ARTICLE Il
THE MERGER

2.1 Closing. The closing of the Merger (the “Closing") will take place at 10:00 a.m., on a date to be
specified by the parties, which shall be no later than the second business day following the date on which the
last of the closing conditions set forth in Article VIII has been met or waived, at the offices of Squire, Sanders
& Dempsey, 4900 Key Tower, 127 Public Square, Cleveland, Ohio, unless another date or place is _zgreed to in
writing by the parties hereto (the “Closing Date”).

2.2 Effective Time of the Merger. Subject to the provisions of this Agreement, certificates of merger
shall be duly prepared, executed and acknowledged by an appropriate officer of each of the corporations
involved in the Merger (the “Certificates of Merger”) and thereafter delivered on the Closing Date to the
Secretary of State of the State of Ohio for filing, as provided by Ohio law, as soon as practicable on or after the
Closing Date. The Merger shall become effective upon the filing of the Certificates of Merger with the
Secretary of State of the State of Ohio or at such time thereafter as is provided in the Certificates of Merger
(the “Effective Time").

2.3 Effects of the Merger. At the Effective Time, and subject to such changes as Ohio Edison and
Centerior shall agree to be necessary to secure required regulatory approvals,

(a) the separate existence of Ohio Edison Acquisition Corp. shall cease and Ohio Edison
Acquisition Corp. shall be merged with and into Ohio Edison with Ohio Edison continuing as the
surviving corporation,
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(b) the separate existence of Centerior Acquisition Corp. shall cease and Centerior Acquisition
Corp. shall be merged with and into Centerior with Centerior continuing as the surviving corporation,

(c) the separate existence of Centerior shall cease and Centerior shall be merged with and into
FirstEnergy with FirstEnergy continuing as the surviving corporation,

(d) the Merger shall have all the effects of applicable law, including, without limitation, Sec-
tion 1701.82 of the Ohio General Corporation Law (the “Ohio GCL"), and

(e) the Articles of Incorporation and Regulations of FirstEnergy shall be amended and restated in
their entirety in the form attached hereto as Exhibits F and G, respectively.

2.4 Directors and Officers of the Surviving Corporation.  As of the Effective Time, the directors and
officers of the respective curviving corporations of the Merger shall be designated as provided in Section 7.12
of this Agreement.

ARTICLE Il

EFFECT OF THE MERGCF. ON THE CAPITAL STOCK OF THE
RESPECTIVE CORPORATICNS, EXCHANGE OF CERTIFICATES

3.1 Manner of Converting Shares. As of the Efivctive Time, by virtue of the Merger and without any
actio. on the part of the holder of any shares of cupital siock of the corporations involved:

(a) Capital Stock of Merger Companies. The shares of common stock of Ohio Edison Acquisition
Corr, par value $0.10 per share (“Ohio Edison Acquisition Corp. Common Stock"), which are issued and
outstanding immediately prior to the Effective Time, shall be converted into and become shares of Ohio
Edison Common Stock at a rate of one (1) share of Ohio Edison Common Stock for each share of Ohio
Edison Acquisition Corp. Common Stock, and the shares of common stock of Centerior Acquisition
Corp., par value $0.10 per share (the “Centerior Acquisition Corp. Common Stock™), which are issued
and outstanding immedaately prior to the Effective Time, shall be converted into and become shares of
Centerior Common Stock at a rate of one (1) share of Centerior Common Stock for each share of
Centerior Acquisition Corp. Common Stock.

(b) Capital Stock of Centerior and Ohio E lison.

(i) Subject to Section 3.1(¢), (f) and (g), each share of Centerior Common Stock issued and
outstanding immediately prior to the Effective Time, including any Centerior Right, and each share
of Ohio Edison Common Stock issued and outstanding immediately prior to the Effective Time,
including any Ohio Edison Right, shall be converted into and become a right to receive fully paid
and nonassessable shares of FirstEnergy Common Stock at the rate of 0.525 (525/1000) share of
FirstEnergy Common Stock for each share of Centerior Common Stock (the “Centerior Conversion
Number") and at the rate of one share of FirstEnergy Common Stock for each share of Ohio Edison
Common Stock (the “Ohio Edison Conversion Number™ and each, a “Conversion Number").

(ii) All shares of Centerior and Ohio Edison Common Stock referred to in Sec-
tion 3.1(b) (i) and so converted shall no longer be outstanding and shall automatically be canceled
and retired and shall cease to exist, and, except as provided under Section 1701.85 of the Ohio GCL,
each holder of a certificate representing any such shares shall cease to have any rights with respect to
such certificate, except the right to receive certificates for shares of FirstEnergy Common Stock to
be issued in consideration therefor upon the surrender of such certificate in accordance with
Section 3.2, without interest.
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