UNITED STATES OF AMERICA

NUCLEAR REGULATORY COMMISSION

In the Matter of

)
)
Cleveland Electric )
Illuminating Company, et al. ) Docket No. 50-440
)
)

(Perry Nuclear Power Plant Unit |
APPLICATION FOR TRANSFERS OF CONTROL

REGARDING OPERATING LICENSE NO. NPF-58
FOR THE PERRY NUCLEAR POWER PLANT

INTRODUCTION AND BACKGROUND

The Cleveland Electric Illuminating Company (“CEI"”), Centerior Service
Company (“CSC"), Duquesne Light Company (“Duquesne Light”), Ohio Edison
Company (“Ohio Edison”), OES Nuclear Inc. (“OES”), Pennsylvania Power
Company (“Penn Power”) and the Toledo Edison Company (“TE”) are holders of
Facility Operating License No. NPF-58, dated November 13, 1986 (“the operating
license”). The operating license authorizes the holders to possess the Perry Nuclear
Power Plant, Unit No. 1 (“Perry”) and authorizes CEI and CSC to use and operate

Perry in accordance with the conditions and requirements set forth in the operating

license.
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CEI TE, and CSC are wholly owned subsidiaries of Centerior Energy
Corporation (“Centerior”). CEI owns a 31.11% interest in Perry and TE owns a
19.91% interest; CSC is a service company and holds no ownership interest in the
plant.' OES Nuclear and Penn Power are wholly owned subsidiaries of Ohio Edison.
Ohio Edison and OES Nuclear, together, own or lease a 30% interest of the Perry

plant; Penn Power owns a 5.24% interest. Duquesne Light owns the remaining

13.74% interest in Perry.

The purpose of this Application is to request the consent of the Nuclear
Regulatory Commission (“NRC") under 10 C.F.R. § 50.80 to the indirect transfers of
control of interests in the Perry operating license that will occur under a proposed
merger of Ohio Edison and Centerior. The merger will result in the indirect transfers
of control of the interests held by the licensees (except for Duquesne Light) in the
Perry operating license to a new holding company, FirstEnergy Corp. (“FirstEnergy”),
to be formed by the merger. A copy 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 finalized, which is expected to

be the end of December 1996.

' CSC was added as a licensee in December 1990, See Safety Evaluation for Amendment No. 36 to

Perry Operating License, December 31, 1990.



Under the proposed merger, CEI, CSC, Ohio Edison, and TE will become
wholly owned subsidiaries of FirstEnergy. Penn Power and OES Nuclear will remain
wholly owned subsidiaries of Ohio Edison. As a result of the merger, the above
companies - all licensees on the Perry license -- will achieve significant cost savings
and efficiencies that 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’ financial resources to possess and operate the Perry

plant.

The merger will have no adverse effect on either the technical management or
operation of the Perry plant. The technical qualifications of the plant operators, CEI
and CSC, will be unaffected since the technical management and nuclear
organization of CEI and CSC currently responsible for operating and maintaining

Perry will remain responsible for the plant’s operation and maintenance after the

merger.

In addition to the NRC's review, the merger will be reviewed by other Federal
agencies, including the Federal Energy Regulatory Commission (“FERC"), the
Securities Exchange Commission (“SEC”), and potentially th~ U.S. Departinent of
Justice and the Federal Trade Commission. 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
because (1) this application does not seek any change to the antitrust conditions
appended to License NPF-58; (2) no significant changes in the activities, or proposed
activities, of the licensees have occurred since the NRC's previous antitrust reviews;
and (3) the competitive aspects of the merger will be thoroughly reviewed by other

Federal agencies.

Part I below sets forth the information required by 10 C.F.R. § 50.80 with
respect to the proposed transfers. Part 11 discusses the effective date for the license

transfers.

[ INFORMATION FOR TRANSFERS OF CONTROL

A.  General Information Concerning Ohio Edison Company

1. Name and Address

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

2. Description of Business

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

principally in the generation, 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. Organization and Nianagement

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 Chief Executive
Officer of Ohio Edison) will be Chairman of the Board, President and Chief
Executive Officer of FirstEnergy and Robert J. Farling (Chairman, President and
Chief Executive 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.

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 transfers of control of the license,

B.  General Information Concerning Pennsylvania Power Company

1. Name and Address

Pennsylvania Power Company
P. O. Box 891
New Castle, PA 16103-0891

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
generation, transmission, distribution and sale of electric energy in Pennsylvania to
residential, commercial and industrial customers for their own use and in

Pennsylvania and elsewhere to wholesale customers for resale.

3. Organization and Management

Penn Power is, and will remain, a corporation organized and existing under the
laws of the Commonwealch of Pennsylvania. All of ' 1n Power's directors and

principals 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 fe- ign government. Penn Power is not



acting as an agent or repre ;entative of any other person in this request for consent to

the indirect transfers of control of the license.

C. General Information Concerning OES Nuclear, Incorporated

1. Name and Address
OES Nuclear, Incorporated
76 South Main Street
Akron, Ohio 44308-1890

2. Description of Business

OES Nuclear is, and will remain, a wholly owned subsidiary of Ohio Edison.
It holds, and will continue to hold, title to 17.42% of the Perry Unit 1 facilities
(except for the transmission facilities that are part of Unit 1) and 30% of the
formerly denominated “common facilities” of the Perry plant. OES Nuclear has
leased its interest in these facilities to Ohio Edison for the term of the Perry license,
through completion of plant decommissioning.

3. Organization and Management

OES Nuclear is, and will remain, a corporation organized and c.icting under
the laws of the State of Ohio. All of OES Nuclear’s directors and principal officers

are citizens of the United States.

Following the proposed merger, OES Nuclear will not be owned. controlled or

dominated by an alien, foreign corporation or foreign government. OES Nuclear is




not acting as an agent or representative of any other person in this request for

consent to the indirect transfers of control of the license.

D.  General Information Concerning The Cleveland Electric
Hluminating Company

1. Name and Address

The Cleveland Electric Illuminating Company
c/o Centerior Energy Corporation

6200 Oak Tree Boulevard

Independence, Ohio 44131

- Description of Business

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
generation, 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.

: Organization and Management
CEI is -- 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

dominated 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 transfers of control of the license.

E. General Information Concerning The Toledo Edison Company

1. Name and Address
Toledo Edison Company
300 Madison Avenue
Toledo, Ohio 43652

v Description of Business

Following the merger, TE 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
generation, 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. Organization 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 dominated

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 consent to the indirect

transfers of control of the license.

F General Information Concerning Centerior Service Company
L. Name and Address

Centerior Service Company
6200 Oak Tree Boulevard
Independence, Ohio 44131

2. Description of Business

Following the merger, CSC will be a wholly owned subsidiary of FirstEnergy.
Its purpose will remain essentially the same as it is now, which is to provide a range
of technical and other services to CEI and TE.

3. Organization and Management

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

officers are citizens of the United states.

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

indirect transfers of control of the license.
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G.  Technical Qualifications

The technical qualifications of the plant operators, CEl and CSC, will be
unchanged by the merger since the technical management and nuclear organization
of CEI and CSC currently responsible for operating and maintaining the plant will be
responsible for the operation and maintenance of Perry after the merger. The present
Perry Nuclear organization consists of four departments staffed by CEI personnel:
Nuclear Power Plant (including Operations), Nuclear Engineering, Nuclear
Assurance, and Nuclear Services. These four departments report to the CSC Vice
President, Nuclear - Perry, who reports to the CSC Senior Vice President, Nuclear.
The merger does not involve any change to these reporting relationships. The nuclear
organization will continue to have clear and direct lines of responsibility and
authority. While specific individuals may over time join or leave the nuclear staff
and/or titles or responsibilities may change, the technical and administrative abilities
will remain essentially unchanged. Therefore, the technical qualifications of CEI and
CSC to carry out their responsibilities under the Operating License will remain

unchanged and will not be adversely affected by the proposed merger.

H. Financial Qualifications
Ohio Edison, Penn Power, OES Nuclear, CEl and TE are, and will remain,
electric utilities within the definition set out in 10 C.F.R. § 50.2 that provide electric

service on a retail and wholesale basis. After the proposed merger, Ohio Edison, CEI

11



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. OES Nuclear, as a wholly owned
subsidiary of Ohio Edison and part owner of the Perry generating plant, also falls
within the definition of an electric uiility under 10 C.F.R. § 50.2.* Similarly, Penn
Power will continue to generate and distribute 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 Editions, Penn Power, OES Nuclear, CEI and TE are presumed
by 10 C.F.R. § 50.33(f), and no specific demonstration of financial 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

? See “Order Approving Transfers of License for Perry Nuclear Power Plant,” page 3, July 25, 1996
("OES Nuclear is an ‘electric utility’ as defined in 10 C.F.R. 50.2 and thus is exempt from further
financial qualifications review as specified in 10 C.F.R. 50.33(f)").

* The NRC approved adding CSC to the Perry Operating License without reviewing its financial
qualifications because, as stated in the Safety Evaluation, the NRC's “financial qualifications
requirements remain satisfied by virtue of the fact that the ownership of the plant by the electric
utilities is unchanged.” See Safety Evaluation for Amendment No. 36 to Perry Operating License, page
2, December 31, 1990 (emphasis added).

12



is a consideration in this merger, each licensee affiliated with FirstEnergy is willing to
commit to provide the Director of the Office of Nuclear Reactor Regulation a copy of
any application, at the time it is 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 depreciated book value exceeding ten percent of such licensee’s consolidated

net utility plant, as recorded on the utility’s books of account.

I Decommissioning Funding

NRC regulations require information showing “reasonable assurance . . . that
funds will be available to decommission the facility.” 10 C.F.R. § 50.33(k). Ohio
Edison, Penn Power, CEI and TE have filed decommissioning reports with the NRC
under 10 C.F.R. § 50.75(b) and are providing financial assurance for
decommissioning their respective ownership interests in Perry in accordance with
those reports through external sinking trust funds in which deposits are made at least
annually. After the merger, Ohio Edison, Penn Power, CEI and TE will remain
responsible for the decommissioning liabilities associated with their respective
ownership interests in Perry and will continue to fund their respective

decommissioning trusts in accordance with NRCT regulations.

13




J. Antitrust Considerations

The NRC has previously conducted an extensive antitrust review with respect
to the Perry license which resulted in comprehensive antitrust conditions being added
to the license. See Operating License NPF-58, Conditions 2.C(3)a, 2.C(3)b, and

Appendix C. This application does not seek any change to these antitrust conditions

The NRC does not need to conduct a further antitrust review with respect to
this application because no significant changes have occurred since its previous
review. 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 sigi /icant changes have occurred:
(1) whether one or more changes have occurred since 1 late of the previous NRC
antitrust review, (2) whether changes are reasonably attributable to the licensee(s),
and (3) whether the changes “have antitrust implications that would likely warrant

some Commission 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

remedy” - “should result in termination of NRC antitrust reviews where the changes

14




are pro-competitive or have de minimis anticompetitive effects.” Summer, 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 NRC 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 to occur, would be a greater than inconsequential alteration or
adjustment in furtherance of policies underlying the antitrust laws. Otherwise stated,
we believe it was intended that we do not undertake the process without an

expectation that it would leave greater than de minimis results.” Summer, CLI-80-

28, 11 NRC at 835.

Applying this standard, it is clear that no additional antitrust review in
connection with the proposed Ohio Edison and Centerior merger is warranted. The
Perry licensees are already subject to comprehensive antitrust conditions under the
Perry license and additional conditions are unlikely to further any policies underlying
the antitrust laws. Indeed, the NRC itself recently concluded (in reviewing a
proposed merger between CEI and TE) that the license conditions found in the Perry
Operating License are “extensive and pro-competitive.” 59 Fed. Reg. 40,928, 40,929

(August 10, 1994). Because the Perry licensees are already subject to comprehensive

15




antitrust conditions, there is no genuine likelihood that additional review would
result in anything other than inconsequential adjustments. Therefore, under the
Summer criteria elucidated above, the NRC should conclude, as it did in 1994, that

no further antitrust review is required with respect to the merger.

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
access tariff with the 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. Further, 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 Perry plant operates.

16



Moreover, the competitive effects of the merger will be thoroughly reviewed by
other federal agencies reviewing the merger, including 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 Centerior on
competition will be one of the issues considered by FERC in its review of the merger.

The NRC’s antitrust jurisdiction. See e.g., Houston Lighting & Power Co. (South

Texas Project, Units Nos. | and 2), CLI-77-13, 5 N.R.C. 1303 (1977). Therefore,

consistent with Regulatory Guide 9.1, Regulatory staff Position Statement on

Antitrust Matters, the NRC should not duplicate FERC's role of comprehensively

evaluating the potential competitive effects of the merger.* Rather the NRC should
rely upon FERC's consideration of competitive antitrust considerations to confirm
that there are no significant antitrust changes arising from the merger that would

require NRC antitrust review.

In conclusion, the proposed merger of Ohio Edison and Centerior will not

result in a significant change in the competitive environment in which the Perry plant

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 jurisdiction 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 pr sposed merger of Ohio
Edison and Centerior is subject to the provisions of the Hart-Scott-Rodino Antitrust Improvements Act
of 1976, as amended (“HSR Act”). Consequently, both the Federal Trade Commission 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.

17



operates so as to require modifying the already “extensive and pro-competitive”
antitrust conditions found in the Perry license. Therefore, no additional antitrust

review by the NRC is warranted in connection with its review of this application.

K.  Statement Of Purposes For The Transfers And The Nature Of The
Transaction Necessitating Or Making The License Transfers Desirable

The purpose of the merger is to achieve benefits for Ohio Edison’s and
Centerior’s shareholders, customers and communities that would not be achievable if
they were to remain separate companies. The expected savings related to the merger
are approximately $1 billion over the first ten years. The savings will come from the
elimination of duplicative activities, improved operating efficiencies, lower capital

costs, and the combination of the companies’ work forces.

A 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 activities. However, in the event that such information does become
involved, Ohio Edison, Penn Power, OES Nuclear, CEI, TE and CSC agree that they
will appropriately safeguard such information and will not permit any individual to
have access to Restricted Data until the Office of Personnel Management (the

successor to the Civil Service Commission) shall have made an investigation and

18



reported to the NRC on the character, associations, 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 security of the United States.

M. No Environmental Impact

The merger does not involve any change te 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

significant environmental impact.

II.  EFFECTIVE DATE

The proposed merger of Ohio Edison and Centerior is subject to the HSR
review process and requires the approval of other federal regulatory authorities in
addition to the NRC, such as FERC. Approval by Ohio Edison’s and Centerior's
shareholders is also required. Until all necessary approvals have been obtained, the
merger cannot be implemented. Ohio Edison and Centerior intends to consummate
the merger as soon as reasonably possible after all the necessary approvals have been
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 final
consent to the proposed indirect transfers of control that would be effectuated by the

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

For the foregoing reasons, the NRC is requested to consent to the indirect
transfers of control that would result from th: merger of Ohio Edison and Centerior
regarding the interests held by Ohio Edison, Penn Power, OES Nuclear, CEI, TE and

CSC in Operating License NPF-58.

John P."Stetz . /

Senior Vice President - Nuclear

Subscribed to and sworn to before me

This 13th day of December, 1996

W%Mb, ‘. C‘fg«u&u

Notary Pubf:) I

f €. OREILLY
Attorney ot Law
Notary Public — State of Ohin
My Commission has nc Expiration Date
Section O.R.C. 147.03

s/legal/mary/py-lic.doc
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APPLICATION FOR TRANSFERS OF CONTROL
REGARDING OPERATING LICENSE NO. NPF-58
FOR THE PERRY NUCLEAR POWER PLANT.

EXHIBIT A

AGREEMENT AND PLAN OF MERGER
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Exhibit A

[CONFORMED COPY ]

AGREEMENT AND PLAN OF MERGER

OHIO EDISON COMPANY

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 “Agreemen:”),
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™),

(ii) (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

(I) each issued and outstanding share of common stock, par value $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 Righis 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 corporation (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 ouistanding 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 351(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 applied 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;

A-l



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 1
FORMATION OF FIRSTENERGY AND MERGER COMPANIES

L.l 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 io the Effective Time. Upon formation of FirstEnergy, Ohio Edison and Centerior 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 clected 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) Asof 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 Fir-
stEnergy, the parties shall cause FirstEnergy to cause Ohio Edison Acquisition Corp. and Centerior
Acquisition Coip. 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 I
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 .ollowing 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 agreed 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 Effeciive Time, and subject to such changes as Ohio Edison and
Centerior shall agree to be necessary to secure required regulatory approvais,

(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 surviving corporations of the Merger shall be designated as provided in Section 7.12
of this Agreement.

ARTICLE I

EFFECT OF THE MERGER ON THE CAPITAL STOCK OF THE
RESPECTIVE CORPORATIONS, EXCHANGE OF CERTIFICATES

3.1 Manner of Converting Shares. As of the Effective Time, by virtue of the Merger and without any
action on the part of the holder of any shares of capital stock of the corporations involved:

(a) Capital Stock of Merger Companies. The shares of common stock of Ohio Edison Acquisition
Corp, par vaiue $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 immediately 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 Edison.

(i) Subject to Section 3.1(e), (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.

(¢) Capital Stock of Centerior The shares oi Centerior Common Stock which are issued and
outstanding immediately prior to the FirstEnergy Merger shall be canceled and retred and shall cease to
exist.
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(d) Stock Opiions of Centerior.

{i) Each unexpired and unexercised option to purchase Centerior Common Stock (each, a
“Centerior Option” ) under Centerior's Equity Compensation Plan shall be deemed to be automati-
cally converted into an option (a “FirstEnergy Option™) to purchase a number of shares of
FirstEnergy Common Stock equal to the number of shares of Centerior Common Stock that could
have been purchased under the Centerior Option multiplied by the Centerior Conversion Number
(with the resulting number of shares rounded up or down to the nearest whole share), at an exercise
price per share of FirstEnergy Common Stock equal to the option exercise price of the Centerior
Option determined pursuant to the Centerior Option divided by the Centerior Conversion Number
(with the resulting exercise price rounded up or down to the nearest whole cent).

(i1) Each such FirstEnergy Option shall otherwise be subject to the same terms and conditions
as the Centerior Option.

(iii) The date of grant of the substituted FirstEnergy Option shall be the date on which the
corresponding Centerior Option was granted.

(iv) At the Effective Time, the parties shall cause FirstEnergy to

(A) assume all of Centerior's obligations with respect to all Centirior Options as
contemplated by this Sec.on 3.1(d),

(B) reserve for issuance the number of shares of FirstEnergy Common Stock that will
become subject to FirstEnergy Options pursuant to this Section 3.1(d),

(C) from and after the Effective Time, upon exercise of the FirstEnergy Options in
accordance with the terms thereof, make available for issuance all shares of FirstEnergy
Common Stock covered thereby, and

(D) as soon as practicable after the Effective Time, issue to each holder of an outstanding
Centerior Option a document evidencing the foregoing assumption by FirstEnergy.

(¢) Cancellation of Treasury Stock and Certain Ohio Edison and Centerior Common Stock.

(i) Any shares of Centerior or Ohio Edison Common Stock that are owned immediately prior
to the Effective Time by any of the parties hereto or by any otuer wholly-owned Subsidiary of
Centerior or Ohio Edison, including any such common stock whicl constitutes treasury stock in the
hands of the holder thereof, shall be canceled and retired and shall cease to exist, and no FirstEnergy
Common Stock or other consideration shall be issued or delivered in exchange therefor, and each
holder of a certificate representing any such shares shall cease to have any rights with respect
thereto.

{(ii) As used in this Agreement, a “Subs’diary” of a person means any corporation or other
organization, whether incorporated or unincorporated, of which such person or any other Subsidiary
of such person is a general partner (excluding partnerships, the general partnership interests of
which held by such person or any Subsidiary of such person do not have a majority of the voting
interests in such partnership) or directly or indirectly owns or controls at least a majority of the
securities or other interests having by their terms ordinary voting power to elect a majority of the
Board of Directors or others performing similar functions with respect to such corporation or other
organization.

(f) Adjustment Upon Changes in Capitalization. In the event of any change in Centerior or Ohio
FAison Common Stock by reason of stock dividends, splitups, mergers (other than the Merger),
recapitalizations, combinations, exchange of shares or the like, the type and number of shares or
securities to be issued upon conversion of the Centerior or Ohio Edison Common Stock, as the case may
be, and the applicable Conversion Number provided in Section 3.1(b), shall be adjusted appropriately.
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(g) Shares of Dissenting Holders. Any issued and outstanding shares of Centerior or Ohio Edison
Common Stock held by a person who objects to the applicable Merger and complies with all provisions of
applicable law concerning the right of such person to dissent from such Me. zcer and demand appraisal of
such shares (a “Dissenting Holder™) shall not be converted into a right to receive FirstEnc.gy Common
Stock as set forth in Section 3.1(b) but shall from and after the Effective Time represent only the right to
receive such consideration as may be determined to be due to such Dissenting Holder pursuant to such
applicable laws, Articles of Incorporation or Regulations; provided, however, that shares of Centerior or
Ohiv Edison Common Stock outstanding immediately prior to the Effective Time and held by a
Dissenting Holder who shall, after such Effective Time, withdraw the demand for appraisal or lose the
right of appraisal, in either case pursuant to such applicable law, of such shares, shall be deemed to be
converted, as of the Effective Time, into the right to receive the shares of FirstEnergy Common Stock
specified in Section 3.1(b), without interest.

(h) Capital Stock of FirstEnergy. The shares of FirstEnergy Common Stock which are issued and
outstanding immediately prior to the Effecdve Time shall be canceled and retired and shall cease to exist.

3.2 Exchange of Certificates.

(a) Exchange Agent. As of ine Effective Time, FirstEnergy shall have deposited with such bank
or trust company designated by Ohio Edison, with the approval of Centerior which approval shall not be
unreasonably withheld (the “Exchange Agent™), for the benefit of the holders of shares of Centerior or
Ohio Edison Common Stock, as the case may be, for exchange in accordance with this Article I11,
through the Exchange Agent, certificates representing the shares of FirstEnergy Common Stock (such
shares of FirstEnergy Common Stock and monies for payment in lieu of fractional shares as hereinafter
provided being hereinafter referrv.. to as the “Exchange Fund’) issuable pursuant to Section 3.1 in
exchange for outstanding shares of Centerior and Ohio Edison Common Stock.

(b) Exchange Procedures.

(i) As soon as reasonably practicable after the Merger, the Exchange Agent shall mail to each
holder of record of a certificate or certificates which immediately prior to the Effective Time
represented outstanding shares of Centerior Common Stock (the “Centerior Certificates™) or Ohio
Edison Common Stock (the “Ohio Edison Certificates” ) whose shares were converted into the right
to receive shares of FirstEnergy Common Stock pursuant to Section 3.1(b),

(A) a letter of transmittal (which shall specify that delivery shall be effected, and visk of
loss and title to the Centerior Certificates or Ohio Edison Certificates, as the case may be, shall
pass, only upon delivery of the Centerior Certificates or Ohio Edison Certificates, as the case
may be, to the Exchange Agent and shall be in such form and have such other provisions as
FirstEnergy may reasonably specify) and

(B) instructions for use in effecting the surrender of the Centerior Certificates or Ohio
Edison Certificates, as the case may be, in exchange for certificates representing shares of
FirstEnergy Common Stock.

(ii) Upon surrender of a Centerior Certificate or an Ohio Edison Certificate, as the case may
be, for cancellation to the Exchange Agent or to such other agent or agents as may be appointed by
FirstEnergy, together with such letter of transmittal, duly executed, the holder of such Centerior
Certificate or Ohio Edison Certificate, as the case may be, shall be entitled to receive in exchange
therefor a certificate representing that number of whole shares (except in the case of the agent for
Centerior's Dividend Reinvestment and Stock Purchase Plan (the “DRP Agent™), which shall be
entitled ‘o whole and fractional shares) of FirstEnergy Common Stock (including the right to
receive cash in licu of fractional shares as contemplated in Section 3.2(¢)) which such holder has
the right to receive pursuant to the provisions of this Article 111, and the Centerior Certificate or
Ohio Edison Certificate, as the case may be, so surrendered shall forthwith b2 canceled.
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(iii) In the event of a transfer of ownership of Centerior Common Stock or Ohio Edison
Common Stock which is not registered in the transfer records of Centerior or Ohio Edison, as the
case may be (an “Unrecorded Transfer" ), a ceriificate representing the proper number of shares of
FirstEnergy Common Stock (including the right to receive cash in lieu of fractional shares as
contemplated in Section 3.2(e)) may be issued to a transferee of an Unrecorded Transfer if the
Centerior Certificate or Ohio Edison Certificate, as the case may be, representing such Centerior
Common Stock or Ohio Edison Common Stock is presented to the Exchange Agent, accompanied
by all documents required to evidence and effect the Unrecorded Transfer and by evidence that any
applicable stock transfer taxes h ¢ been paid.

(iv) Until surrendered as contemplated by this Section 3.2, each Centerior Certificate and
Otio Edison Certificate, as the case may be, shall be deemed at any time aftec the Effective Time to
represent the number of whole (and, in the case of the DRP Agent, fractional) shares of FirstEnergy
Common Stock which the holder of record thercof has the right to receive upon such surrender.
Cash in lieu of any fractional shares of FirstEnergy Common Stock as contemplated by this

Section 3.2 shall only be paid upon such surrender and shall be paid without interest or any other
accretion.

(¢) Distributions with Respect to Unexchanged Shares.

(i) Dividends or other distributions declared or made after the Effective Time with respect to
FirstEnergy Common Stock with a record date after the Effective Time shall be paid to the holder of
any unsurrendered Centerior Certificate or Ohio Edison Certificate, as the case may be, with respzct
to the whole (and, in the case of the DRP Agent, fractional) shares of FirstEnergy Common Stock
represented thereby.

(ii) Subject to the effect of applicable laws, following surrender of any such Centerior
Certificate or Ohio Edison Certificate, as the case may be, there shall be paid to the record holder of
the certificates representing whole shares of FirstEnergy Common stock issued in exchange therefor,
without interest, at the time of such surrender, the amount of any cash payable in licu of a fractional
share of FirstEnergy Common Stock to which such holder is entitled pursuant to Section 3.2(¢).

(d) No Further Ownership Rights in Centerior and Ohio Edison Common Stock.

(i) All shares of FirstEnergy Common Stock issued in the Merger upon conversion of shares of
Centerior and Ohio Edison Common Stock in accordance with the terms hereof (including any cash
paid in lieu of fractional shares pursuant to Section 3.2(¢)) shall be deemed to have been issued in
full satisfaction of all rights pertaining to such shares of Centerior and Ohio Edison Common Stock,
subject, however, to the obligation of FirstEnergy to pay any dividends or make any other
distributions with a record date prior to the Effective Time which may have been declared or made
by Centerior on such shares of Centerior Common Stock or by Ohio Edison on such shares of Ohio
Edison Common Stock in accordance with the terms of this Agreement or prior to the date hereof
and which remain unpaid at the Effective Time, and there shall bz no further registration of transfers
on the stock transfer books of Centerior or Ohio Edison, as the case may be, of the shares of
Centerior Common Stock or Ohio Edison Common Stock which were outstanding immediately
prior to the Effective Time.

(ii) If, after the Effective Time, Centerior Certificates or Ohio Edison Certificates are
presented to FirstEnergy for any reason, they shall be canceled and exchanged as provided in this
Article 111

(¢) No Fractional Shares.

(i) Except with respect to the DRP Agent, no certificates or scrip representing fractional
shares of FirstEnergy Common Stock shall be issued upon the surrender for exchange of Centerior
or Ohio Edison Certificates, and such fractional share interests will not entitle the owner thereof to
vote or to any rights of a shareholder of FirstEnergy.
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(ii) To the extent a holder of Centerior Common Stock or Ohio Edison Common Stock would
otherwise have been entitled to receive a fractional share of FirstEnergy Common Stock, such holder
shall be entitled to receive payment in cash therefor, without interest, in an amount equal to such
fraction multiplied by the closing price of FirstEnergy Common Stock on the New York Stock
Exchange on the date of the Effective Time or, if such stock does not trade on such exchange on that
date, on the first day after the date of the Effective Time that such stock trades on such exchange.
Payments in lieu of fractional shares pursuant to this Section 3.2(¢) are merely intended to provide a
mechanism for “rounding off” fractional shares and do not constitute separately bargained for
considzration.

(iii) As soon as practicable after the determination of the amount of cash, if any, to be paid to
holders of Centerior and Ohio Edison Common Stock in lieu of any fractional share interests, the
Exchange Agent shall make available such amounts to such holders of Centerior and Ohic Edison
Common Stock.

(f) Application of Exchange Fund. Any certificates for shares of FirstEnergy Common Stock and
any monies for payment in lieu of fractional shares in the Exchange Fund which remain undistributed to
the holders of Centerior and Ohio Edison Common Stock for 12 months after the Effective Time shall be
delivered to Fire*Energy, upon demand, and any holders of Centerior or Ohio Edison Common Stock who
have not theretofore complied with this Article 111 shall thereafter look only to FirstEnergy for payment
of their claim for FirstEnergy Common Stock and any cash in lieu of fractional shares of FirstEnergy
Common Stock.

() No Liability. No party to this Agreement shall be liable to any holder of shares of Centerior
Common Stock, Ohio Edison Common Stock or FirstEnergy Common Stock, as the case may be, for
such shares (or dividends or distributions with respect thereto) or cash delivered to a public official
pursuant to any applicable abandoned property, escheat or similar law.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF CENTFRIOR

Centerior represents and warrants to Ohio Edison as follows:

4.1 Organization, Standing rnd Power.
(a) Each of Centerior and its Significant Subsidiaries

(i) is a corporation or partnership duly organized, validly existing and in good standing under
the laws of its state of incorporation or organization,

(ii) has all requisite power and authority, and has been duly authorized by all necessary
approvals and orders of Governmental Entities (as defined in Section 4.4), to own, lease and operate
its properties and to carry on its business as now being conducted, and

(iii) is duly qualified and in good standing to transact business in each jurisdiction in which the
nature of its business or the ownership or leasing of its properties makes such qualification necessary,
other than in such jurisdictions where the failure to be so qualified and in good standing would not,
when taken together with all other such failures, have a material adverse effect on the business,
operations, properties, assets, condition (financial or otherwise), business prospects or the results of
operations of Centerior and its Suosidiaries taken as a whole or on the consummation of the
transactions contemplated hereby (a “Centerior Material Adverse Effect”).

(b) As used in this Agreement, a “Significant Subsidiary” means any Subsidiary that would
constitute a significant subsidiary within the meaning of Rule 1-02 of Regulation S-X of the SEC.
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4.2 Capital Structure.

(a) As of the date hereof, the authorized capital stock of Centerior consists of (i) 180,000,000
shares of Centerior Common Stock of which, as of July 31, 1996, 148,025,928 shares were issued and
outstanding and 2,673,996 shares were held by Centerior in its treasury or by any of its wholly-owned
Subsidiaries and not more than 7,700,000 shares of Centerior Common Stock were reserved for issuance
pursuant to the Equity Compensation Plan, Employee Savings Plan, Restated Stock Purchase Plan,
Dividend Reinvestment and Stock Purchase Plan and Directors Restricted Stock Plan (collectively, the
“Centerior Stock Plans’'); and (ii) 5,000,000 shares of preferred stock, without par value (the “Centerior
Preferred™ ), of which, as of the date hereof, no shares were issued and outstanding and no shares were
held by Centerior in its treasury or by any of its wholly-owned Subsidiaries; and no bonds, debentures,
notes or other indebtedness having the right to vote (or convertible into securities having the right to
vote) on any matters on which shareholders may vote (“Voting Debt™) are issued or outstanding.

(b) All outstanding shares of Centerior's capital stock are validly issued, fully paid and nonassessa-
ble and are not subject to preemptive rights.

(¢) As of the date of this Agreement (except pursuant to this Agreement or the Centerior Stock
Plans), there are no options, warrants, calls, rights, commitments or agreements of any character to
which Centerior or any Subsidiary of Centerior is a party ur by which it is bound obligating Centerior or
any Subsidiary of Centerior to issue, deliver or sell, or cause to be issued, delivered or sold, additional
shares of capital stock or any Voting Debt of, or other equity interest in, Centerior or any Subsidiary of
Centerior or securities convertible or exchangeable for such shares, Voting Debt or other equity interests,
or obligating Centerior or any Subsidiary of Centerior to grant, extend or enter into any such option,
warrant, call, right, commitment or agreement.

4.3 Corporate Authority.

(a) Centerior has all requisite corporate power and authority to enter into this Agreement and,
subject to the approval of this Agreement and the transactions contemplated hereby and to the adoption
of the Centerior Merger Agreement by the shareholders of Centerior, 1o consummate the transactions
contemplated hereby and thereby.

(b) The execution and delivery of this Agreement and the consummation of the transactions
contemplated hereby have been duly authorized by all necessary corporate action on the part of
Centerior, subject to the approval of this Agreement and to the adoption of the Centerior Merger
Agreement by the shareholders of Centerior.

(¢) This Agreement has been duly executed and delivered by Centerior and, subject to the approval
of this Agreement and to the adoption of the Centerior Merger Agreement by the shareholders of
Centerior, constitutes a valid and binding obligation of Centerior enforceable in accordance with its
werms, except as may be limited by applicable bankruptcy, insolvency, reorganization or other similar laws
affecting the enforcement of creditors’ rights generally, and except that the availability of equitable
remedies, including specific performance, may be subject to the discretion of any court before which any

proceeding may be brought.

44 No Violation. Except as set forth in Section 4.4 of the disclosure schedule delivered by Centerior

(the “Centerior Disclosure Schedule”) or as contemplated by Section 4.5, the execution and delivery of this
Agreement do not, and the consummation of the transactions contemplated hereby will not, conflict with, or
result in any violation of or default (with or without notice or lapse of time, or both) under, or give rise 1o a
right of termination, cancellation or acceleration of any obligation or the loss of a material benefit under, or the
creation of a lien, pledge, security interest or other encumbrance on assets pursuant to (any such conflict,
violation, default, right of termination, cancellation or acceleration, loss or creation, a **Violation™),

(2) any provision of the Articles of Incorporation or Regulations of Centerior or any Subsidiary of
Centerior,
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(b) any provision of any ioan or credit agreement, note, bond, mortgage, indenture, lease, Centerior
Controlled Group Plan (as defined in Section 4.12) or other agreement, obligation, instrument, permit,
concession, franchise, license of any kind to which Centerior or any of its Subsidiaries is a party or by
which any of them or any of their respective properties or assets may be bound or affected, or

(¢) any judgment, order, injunction, writ, decree, statute, law, ordinance, rule, regulation, permit or
license of any court, administrative agency or commission or other governmental authority or instrumen-
tality, domestic or foreign (a “Governmental Entity”) applicable to Centerior or any of its Subsidianes or
their respective properties or assets,

which Vioiation. in the case of each of clauses (b) and (c), would have a Ce iterior Material Adverse Effect.

4.5 Consents and Approvais. No consent, approval, order or authorization of, or registration, declara-
tion or filing with, any Governmental Entity, is required by or with respect to Centerior or any of its
Subsidiaries in connection with the execution and delivery of this Agreement by Centerior or the consumma-
tion by Centerior of the transactions contemplated hereby, the failure of which to obtain would have a
Centerior Material Adverse Effect, except for:

(a) the filing of a premerger notification report with the Federal Trade Commission (the “F7C")
and the Department of Justice (the “DOJ”) under the Hart-Scott-Rodino Antitrust Improvements Act
of 1976, as amended (the “HSR Act"),

(b) the filing with the SEC of

(i) a proxy statement in efinitive form relating to the meeting of Centerior's and Ohio
Edison's sharehclders to be held ir. connection with the Merger (the “Joint Proxy Statement” ),

(i) a registration s*stement on Form S-4 to be filed by FirstEnergy in connection with the
issuance of shares of FirstEnergy Common Stock in the Merger (the “S-4") and

(iii) such reports under Sections 13(a), 13(d) and 16(a) of the Securities Exchange Act of
1934, as amended (the “Exchange Act™), as may be required in connection with this Agreement and the
transactions contemplated hereby, and the obtaining from the SEC of such orders as may be so required,

(¢) the obtaining from the SEC of an order pursuant to Section 10 of the Public Utility Holding
Company Act of 1935, as amended (“"PUHCA"), approving the transactions contemplated hereby (the
“SEC PUHCA Order"),

(d) the filing of such documents with, and the qualification with, the various state securities
authorities under state securities or legal investment laws (the “Blue-Sky Laws™), that are required in
connection with the transactions contemplated by this Agreement (the “Blue-Sky Filings"),

{e) the filing of Certificates of Merger with the Secretary of State of the State of Ohio in
accordance with applicable law,

(f) such filings, authorizations, orders and approvals of the Federal Energy Regulatory Commission
(the “FERC") under the Federal Power Act, as amended (the "FPA "), that may be required in
connection with the transactions contemplated by this Agreement (the “FERC Approvals™),

(g) such filings, authorizations, orders and approvals of the Nuclear Regulatory Commission (the
“NRC") under the Atomic Energy Act, as amended (the “4EA"), that may be required in connection
with the transactions contemplated by this Agreement (the “NRC Approvals™),

(h) such filings, authorizations, orders and approvals as may be required of state and local
governmental authorities, including state and local utility commissions (the “Local Approvals™), and

(i) such filings and approvals as may be required pursuant to state takeover laws (“Siate Takeover
Approvals™).
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4.6 Centerior SEC Documents.

(a) Centerior has made available to Ohio Edison a true and complete copy of each report, schedule,
registration statement and definitive proxy statement filed by Centerior with the SEC since January 1,
1993 (as such documents have since the time of their filing been amended, the “Centerior SEC
Documents”™) which are all the documents (other than preliminary material) that Centerior was required
to file with the SEC since such date.

{b) As of their respective dates, the Centerior SEC Documents complied in all material respects
with the requirements of the Securities Act of 1933, as amended (the “Securities Act™), or the Exchange
Act, as the case may be, and the rules and regulations of the SEC promulgated thereunder applicable to
such Centerior SEC Documents, and none of the Centerior SEC Documents contained any untrue
statement of a material fact or omitted to state & material fact required to be stated therein or necessary
to make the statements therein, in the light of the circumstances under which they were made, not
misleading.

(¢) The financial statements of Centerior included in the Centerior SEC Documents comply as to
form in all material respects with applicable accounting requirements and with the published rules and
regulations of the SEC with respect thereto, have been prepared in accordance with GAAP applied on a
consistent basis during the periods involved (except as may be indicated in the notes thereto or, in the
case of the unaudited statements, as permitted by Form 10-Q of the SEC) and fairly present (subject, in
the case of the unaudited statements, to normal, recurring adjustments) the consolidated financial
position of Centerior and its consolidated Subsidiaries as at the dates thereof and the consolidated results
of their operations and cash flows for the periods then ended.

4.7 No Undisclosed Liabilities.

(a) Except as and to the extent set forth in Centerior's Annual Report on Form 10-K for the year
ended December 31, 1995, as of December 31, 1995, neither Centerior nor any of its Subsidiaries had any
liabilities or obligations of any nature, whether or not accrued, contingent or otherwise, that would be
required by GAAP to be reflected on a consolidated balance sheet (including the notes thereto) of
Centerior and its Subsidianies.

(b) Since December 31, 1995, except as set forth in the Centerior SEC Documents filed by
Centerior with the SEC since December 31, 1995 and prior to the date of this Agreement, neither
Centerior nor any of its Subsidiaries has incurred any liabilities of any nature, whether or not accrued,
contingent or otherwise, which would have, individually or in the aggregate, a Centerior Material Adverse
Effect.

4.8 Information Supplied.

(a) None of the information supplied or to be supplied by Centerior for inclusion or incorporation
by reference in

(i) the S-4 will, at the time it is filed with the SEC and at the time it becomes effective under
the Securities Act, contain any untrue statement of a material fact or omit to state any material fact
required 1o be stated therein or necessary to make the statements therein not misleading and

(ii) the Joint Proxy Statement will, at the date mailed to the shareholders of Centerior and the
shareholders of Ohic Edison and at the time of the meetings of such shareholders to be held in
connection with the Merger, contain any untrue statement of a material fact or omit to state any material
fact required to be stated therein or necessary in order to make the statements therein, in the light of the
circumstances under which they are made, not misleading.

(b) The Joint Proxy Statement will comply as to form in all material respects with the provisions of
the Exchange Act and the rules and regulations thereunder.
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4.9 Compliance with Applicable Laws.

(a) Centerior and its Subsidiaries hold all permits, licenses, variances, exemptions, orders and
approvals of ail Governmental Entities which are material to the operation of the businesses of Centerior
and its Subsidiaries, taken as a whole (the “Centerior Permits").

(b) Centerior and its Subsidiaries are in compliance with the terms of the Centerior Permits, except
where the failure so to comply would not have a Centerior Material Adverse Effect.

(c) Except as disclosed in the Centerior SEC Documents filed prior to the date of this Agreement,
the businesses of Centerior and its Subsidiaries are not being conducted in violation of any law, ordinance
or regulation of any Governmental Entity, except for possible violations which individually or in the
aggregate do not, and, insofar as reasonably can be foreseen, in the future will not, have a Centerior
Material Adverse Effect.

(d) Except as disclosed in the Centerior SEC Documents filed prior to the date of this Agreement,
as of the date of this Agreement,

(i) no investigation or review by any Governmental Entity with respect to Centerior or any of
its Subsidiaries is pending or, to the knowledge of Centerior, threatened, and

(ii) no Governmental Entity has indicated an intention to conduct any such investigation or
review,

other than, in each case, those the outcome of which, as far as reasonably can be foreseen, will not have a
Centerior Material Adverse Effect.

4.10 Litigation. As of the date of this Agreement, except as disclosed in the Centerior SEC
Documents filed prior to the date of this Agreement,

(a) there is no suit, action or proceeding pending or, to the knowledge of Centerior, threatened
against or affecting Centerior or any of its Subsidiaries which is reasonably likely to have a Centerior
Material Adverse Effect, and

(b) there is no judgment, decree, injunction, rule or order of any Governmental Entity or arbitrator
outstanding against Centerior or any of its Subsidiaries having, or which is reasonably likely to have, a
Centerior Material Adverse Effect.

4.11 Taxes.

(a) Except as set forth in Section 4.11 of the Centerior Disclosure Schedule, each of Centerior and
its Subsidiaries (including any predecessors) has timely filed when due all Tax returns required to be filed
by any of them and has paid (or Centerior has paid on its behalf), or has made adequate provision for or
set up in accordance with GAAP an adequate accrual or reserve for the payraent of, all Taxes required to
be paid in respect of all periods for which returns have been filed or ar: due (whether or not shown as
being due on any Tax returns), and has established an adequate accrual or reserve for the payment of all
Taxes payable in respect of any period for which no return has been Sled or is due, and the most recent
financial statements contained in the Centerior SEC Documents reflect in accordance with GAAP a
reserve for all Taxes payable by Centerior and its Subsidiaries accrued through the date of such financial
statements.

(b) Except as set forth in Section 4.11 of the Centerior Disclosure Schedule, no material
deficiencies for any Taxes have been proposed, asserted or assessed against Centerior or any of its
Subsidiaries, and no audit of the Tax returns of Centerior or any of its Subsidiaries is currently being
conducted by any Taxing authority.

(c) Except with respect to any claims for refur:'s and except as set forth in Section 4.11 of the
Centerior Disclosure Schedule, the Federal income Tax returns of Centerior and each of its Subsidiaries
consolidated in such returns for all such periods ended on or before December 31, 1990 have been
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examined by and settled with the United States Internal Revenue Service (the “IRS™), or the applicable
statute of limitatioas with respect to such years, including extensions th-reof, has expired.

(d) Copies of all Federal Tax returns required to be filed by Centerior or any of its Subsidiaries
(including any predecessors) for each of the last three years, together with all schedules and attachments
thereto, have been delivered by Centerior to Ohio Edison.

(e) Except as set forth in Section 4.11 of the Centerior Disclosure Schedule, none of Centerior or
any of its Subsidiaries (including any predecessors) is a party to, is bound by, or has any obligation under
any Tax sharing or similar agreement.

(f) For the purpose of this Agreement, the term “Tax™ (including, with correlative meaning, the
terms “Taxes”, “Taxing”, and “Taxable”) shall include all Federal, state, local and foreign income,
profits, franchise, gross receipts, payroll, sales, employment, use, property, gains, transfer, recording,
license, value-added, withholding, excise and other taxes, duties or assesst.aents of any nature whatsoever
(whether payable directly or by withholding), together with any and all estimated Tax interest, penalties
and additions to Tax imposed with respect to such amounts and any obligations in respect thereof under
any Tax sharing, Tax allocation, Tax indemnity or similar agreement as well as any obligations arising
pursuant to Code Regulation Section 1.1502-6 or comparable state, local or foreign provision.

4.12 Employee Matters.

(a) With respect to each employee benefit plan (including, without limitation, any “employee
benefit plan,” as defined in Section 3(3) of the Employee Retirement Income Security Act of 1974, as
amended (“ERISA")), and any bonus. pension, profit sharing, deferred compensation, incentive
compensation, stock ownership, stock pu.rchase, stock option, phantom stock, retirement, vacation,
severance, disability, death benefit, hospitalization, insurance or other plan, arrangement or understand-
ing (whether or not legally binding) (all the foregoing being herein called the “Centerior Controlled
Group Plans™), maintained or contributed to by Centerior, any of its Subsidiaries or any other
organization which is a member of a controlled group of organizations (within the meaning of Sections
414(b), (c), (m) or (o) of the Code) of which Centerior is a member, Centerior has made available to
Ohio Edison, or will deliver to Ohio Edison within 30 days after the date hereof, a true and correct copy
of

(i) the moss recent annual report (Form $500) filed with the IRS,
(ii) any such Centerior Controlled Group Plan,

(iii) each trust agreement and group annuity contract, if any, relating to any such Centerior
Controlled Group Plan and

(iv) the most recent actuarial report or valuation relating to any such Centerior Controlied
Group Plan subject to Title 1V of ERISA.

(b) (i) Except as set forth in Section 4.12(b) of the Centerior Disclosure Schedule, each of the
Centerior Controlled Group Plans intended to be “qualified” within th. meaning of Section 401 (a) of the
Code has been determined by the IRS to be so qualified, and, to the best knowledge of Centerior, no
circumstances exist that are reasonably expected by Centerior to result in the revocation of any such
determination.

(ii) Centerior is in compliance in all material respects with, and each Centerior Controlled
Group Plan is and has been operated in 1l material respects in compliance with, all applicable laws,
rules and regulations governing such plan, including, without limitation, ERISA and the Code.

(iii) Eara Centerior Controlled € :oup Plan intended to provide for the deferral of income, the
reduction o salary or other compensa.. n 1o afford other income tax benefits complies with the
requirements of the applicable provisions of the Code or other laws, rules and regulations required to
provide such income tax benefits.
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(¢) With respect to the Centerior Controlled Group Plans, individually and in the aggregate, no
event has occurred, and to the knowledge of Centerior or any of its Subsidiaries, there exists no condition
or set of circumstances in connection with which Centerior or any of its Sut .diaries could be subject to
anv liability that is reasonably likely to exceed $1,000.000 (except liability for benefits claims and funding
obligations payable in the ordinary course) under ERISA, the Code or any other applicable law.

(d) Except as set forth in Section 4.12{d) of the Centerior Disclosure Schedule, with respect to
each Centerior Controlled Group Plan, there are no material funded benefit obligations for which
contributions have not been made or properly accrued and there are no material unfunded benefit
obligations which have not been accounted for by reserves, or otherwise properly footnoted in accordance
with GAAP, on the financial statements of Centerior o1 any of its Subsidianes.

(¢) Except as set forth in Section 4.12(e) of the Centerior Disclosure Schedule or as provided for in
this Agreement, as of the date of this Agreement, neither Centerior nor any of its Subsidiaries is a party
to any union or collective bargaining agreement.

(f) Except as set forth in Section 4.12(f) of the Centerior Disclosure Schedule, no Centerior
Controlled Group Plan is a multiemployer plan (within the meaning of Section 3(37) or Sec-
tion 4001 (a)(3) of ERISA or Section 414(f) of the Code).

(g) For each Centerior Controlled Group Plan which is intended to be an employee stock ownership
plan (within the meaning of Section 4975(e)(7) of the Code) or a tax credit employee stock ownership
plan (within the meaning of Section 409(a) of the Code), each of the following is true:

(i) except as disclosed on Section 4.12(g) of the Centerior Disclosure Schedule, there is no
securities acquisition loan (within the mearing of Section 133 of the Code) outstanding with respect
te the plan;

(1i) except for the transactions contemplated in this Agreement, no event has occurred and no
condition exists which would give rise to the recapture of any Tax credit previously claimed with
respect to the plan or to any Tax or penalties assessable against Centerior, any of its Subsidiaries or
FirstEnergy, and

(iii) except for the transactions contemplated in this Agreement, no event has occurred and no
condition exists which would cause the termination of the plan and the distribution of all amounts
held thereunder to give rise to the recapture of any Tax credit previously claimed with respect to the
plan or to any Tax or penalties assessable against Centerior, any of its Subsidiaries or FirstEnergy.

(h) Except as set forth in Section 4.12(h) of the Centerior Disclosure Schedule, none of the
Centerior Controlled Group Plans that are welfare plans (within the meaning of Section 3(1) of ERISA)
provides for any retiree benefits.

(i) Except as set forth in Section 4.12(i) of the Centerior Disclosure Schedule,

(i) the consummation or announcement of any transaction contemplated by this Agreement
will not (either alone or upon the occurrence of any additional or further acts or events) result in any

(A) payment (whether of severance pay or otherwise) becoming due from Centerior or
any of its Subsidiaries to any officer, employee, former employee or director thereof or to the
trustee under any “rabbi trust” or similar arrangement, or

(B)benefit under any Centerior Controlled Group Plan being established or becoming
acculerated, vested or payable, and

(ii) neither Centerior nor any of its Subsidiaries is a party to

(A) any management, employment, deferred compensation, severance (including any
payment, right or benefit resulting from a change in control), bonus or other contract for
personal services with any officer, director or employee,

A-13



(B) any consulting contract with any person who prior to entering into such contract was a
director or officer of Centerior, or

{C) any plan, agreement, arrangement or understanding similar to any of the foregoing.

4.13  Absence of Certain Changes or Events. Except as disclosed in the Centerior SEC Documents
filed prior to the date of this Agreement or in the audited consolidated balance sheet of Centerior and its
Subsidiaries as at December 31, 1995, and the related consolidated statements of income, cash flows and
changes in shareholders’ equity (the “Centerior 1995 Financials™), true and correct copies of which have been
delivered to Ohio Edison, or except as contemplated by this Agreement, since the date of the Centerior 1995
Financials, Centerior and its Subsidiaries have conducted their respective businesses only in the ordinary and
usual course, and, as of the date of this Agreement, there has not been

(a) any damage, destruction or loss, whether covered by insurance or not, which has, or insofar as
reasonably can be foreseen in the future is reasonably likely to have, a Centerior Material Adverse Effect;

(b) any declaration, setting aside or payment of any dividend or other distribution (whether in cash,
stock or property) with respect to any of Centerior’s or its Subsidiaries’ capital stock, except for regular
quarterly cash dividends of $0.20 per share on Centerior Common Stock and regular dividends on
Centerior Subsidiaries’ preferred stock (the “Centerior Subs Preferred’) with usual record and payment
dates for such dividends and dividends on commou stock paid by a wholly-owned Subsidiary of Centerior;
or

(c) any transaction, commmitment, dispute or other event or condition (financial or otherwise) of any
character (whether or not in the ordinary course of business) individually or in the aggregate having, or
which, insofar as reasonably can be foreseen, in the future is reasonably likely to have, a Centerior
Material Adverse Effect.

4.14 Opinion of Centerior Financial Advisor. Centerior has received the opinion of Barr Devlin & Co.
Incorporated (hereinafter referred to as “Centerior Fairness Advisor" and co'le. tively with Morgan Stanley &
Co. Incorporated, as “Centerior Advisors"), dated the date hereof, to th. “ect that, as of such date, the
Centerior Conversion Number is fair io holders of Centerior Common Stock 1 om a financial point of view,
and copies of such opinion have been previously delivered to Ohio Edison.

4.15 Vote Required. The affirmative vote of the holders of a majority of the outstanding shares of
Centerior Common Stock is the only vote of the holders of any class or series of Centerior capital stock
necessary to approve this Agreement and the transactions contemplated hereby.

4.16 Accounting Matters. Neither Centerior nor, to its best knowledge, any of its affiliates has through
the date of this Agreement taken or agreed to take any action that would prevent FirstEnergy from accounting
for the business combination to be effected by the Centerior Merger on a purchase accounting basis in
accordance with GAAP and applicable regulations of the SEC.

4.17 No Change in Capital Structure. There has been no material change in the information set forth
in the first sentence of Section 4.2 between the close of business on July 31, 1996 and the date hereof.

4.18  Ownership of Ohio Edison Stock.  As of the date of this Agreement, Centerior and its affiliates do
not “beneficially own™ (as such term is defined in the Ohio Edison Rights Agreement) any shares of Ohio
Edison Common Stock.

4.19 Centerior Subsidiaries.

(a) Section 4.19(a) of the Centerior Disclosure Schedule sets forth a description as of ihe date
hereof of all Subsidiaries and joint ventures of Centerior, including the name of each such entity, a brief
description of the principal line or lines of business conducted by each such entity and Centerior’s interest
therein.
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(b) Except as set forth in Section 4.19(b) of the Centerior Disclosure Schedule, none of such
entities is a “public utility company”, a “‘holding company”, a “subsidiary company” or an “affiliate” of
any public utility company within the meaning of Section 2(a)(5), 2(a)(7), 2 (a)(8) or 2(a)(11) of
PUHCA, respectively.

(c) Except as set forth in Section 4.19(c) of the Centerior Disclosure Schedule, all of the issued and
outstanding shares of capital stock of each Subsidiary of Centerior are validly issued, fully paid,
nonassessable and free of preemptive rights, are owned directly or indirectly by Centerior free and clear of
any liens, claims, encumbrances, security interests, equities, charges and options of any nature whatso-
ever, and there are no outstanding subscriptions, options, calls, contracts, voting trusts, proxies or other
commitments, understandings, restrictions, arrangements, rights or warrants, including any right of
conversion or exchange under any outstanding security, instrument or other agreement, obligating any
such Subsidiary to issue, deliver or sell, or cause to be issued, delivered or sold, additional shares of its
capital stock or obligating it to grant, extend or enter into any such agreement or commitment. As used in
this Agreement, the term “wholly-owned Subsidiary” shall include Subsidiaries the preferred stock or
similar non-voting securities of which need not be owned by the entity as to which such Subsidiary is a
subsidiary.

(d) As used in this Agreement, the term “joint venture” of a person shall mean any corporation or
other entity (including partnerships and other business associations and joint ventures) in which such
person or one or more of its subsidiaries owns an equity interest that is less than a majority of any class of
the outstanding voting securities or equity, other than equity interests held for passive investment
purposes which are less than 5% of any class of the outstanding voting securities or equity of any such
entity.

4.20 Environmental Protection,
(a) Compliance.

(i) Except as set forth in Section 4.20(a) of the Centerior Disclosure Schedule, each of
Centerior and its Subsidiaries is in compliance with all applicable Environmental Laws (as
hereinafter defined), except where the failure to be in compliance would not have a Centerior
Matenial Adverse Effect.

(ii) Except as set forth in Section 4.20(a) of the Centerior Disclosure Schedule, neither
Centerior nor any of its Subsidiaries has received any communication (written or oral) from any
person or Governmental Entity that alleges that Centerior or any of its Subsidiaries is not in
compliance with applicable Environmental Laws, except where the failure to be in compliance would
not have a Centerior Material Adverse Effect.

(b) Environmental Permits. Except as set forth in Section 4.20(b) of the Centerior Disclosure
Schedule, each of Centerior and its Subsidiaries has obtained or has applied for all environmental, health
and safety permits and governmental authorizations (collectively, the “Environmental Permits”)
necessary for the construction of their facilities or the conduct of their operations, and all such permits are
in good standing or, where applicable, a renewal application has been timely filed and is pending agency
approval, and Centerior and each of its Subsidiaries is in material compliance with all terms and
conditions of the Environmental Permits, except where the failure to obtain or be in compliance with
such Environmental Permit would not have a Centerior Material Adverse Effect.



(c) Environmenial Claims. Except as set forth in Section 4.20(¢) of the Centerior Disclosure
Schedule, to the best knowledge of Centerior upon diligent review, there is no Environmental Claim (as
hereinafter defined) pending

(i) against Centerior or any of its Subsidiaries or joint ventures,

(i) against any person or entity whose liability for any Environmental Claim Centerior or any
of its Subsidiaries or joint ventures has or may have retained or assumed either contractually or by
operation of law, or

(iii) against any real or personal property or operations which Centerior or any of its
Subsidiaries or joint ventures owns, leases or manages, in whole or in part,

which, if adversely determined, would have in the aggregate a Centerior Material Adverse Effect.

(d) Releases. Except as set forth in Section 4.20(d) of the Centerior Disclosure Schedule,
Centerior has no knowledge of any Releases (as hereinafter defined) of any Hazardous Material (as
kereinafter defined) that would be reasonably likely 1o form the basis of any Environmental Claim
against Centerior or any Subsidiaries or joint ventures of Centerior, or its Subsidiaries, or against any
person or entity whose liability for any Environmental Claim Centerior or any Subsidiaries or joint
ventures of Centerior or its Subsidiaries has or may have retained or assumed either contractually or by
operation of law, except for Releases of Hazardous Materials the liability for which would not have, in the
aggregate, a Centerior Material Adverse Effect.

(e¢) Predecessors. Except as set forth in Section 4.20(e) of the Centerior Disclosure Schedule,
Centerior has no knowledge, with respect to any predecessor of Centerior or any Subsidiary or joint
venture of Centerior, of any Environmental Claim pending or threatened, or of any Release of Hazardous
Materials that would be reasonably likely to form the basis of any Environmental Claim, which would
have a Centerior Material Adverse Effect.

(f) Disclosure. To Centerior's best knowledge upon a good faith effort, Centerior has disclosed to
Ohio Edison all material facts which Centerior reasonably believes form the basis of a Centerior Material
Adverse Effect arising from

(i) the cost of pollution control equipment currently required or known to be required in the
future;

(ii) current remediation costs or remediation costs known to be required in the future; or
(iii) any other environmental matter affecting Centerior or its Subsidiaries.
(g) As used in this Agreement:

(i) “Environmental Claim" means any and all administrative, regulatory or judicial actions,
suits, demands, demand letters, directives, claims, liens, investigations, proceedings or notices of
noncompliance or violation (written or oral) by any person or entity (including any Governmental
Entity) alleging potential liability (including, without limitation, potential liability for enforcement,
investigatory costs, cleanup costs, governmental response costs, removal costs, remedial costs,
natural resources damages, property damages, personal injuries, or penalties) arising out of, based on
or resulting from

(A) the presence, or Release or threatened Release into the enviromment, of any
Hazardous Materials at any location, whether or not owned, operated, leased or managed by
Centerior or any Subsidiary or joint venture of Centerior or its Subsidiaries (for purposes of this
Section 4.20), or by Ohio Edison or any of its Subsidiary or joint ventures of Ohio Edison or its
Subsidiaries (for purposes of Section 5.20): or

(B) circumstances forming the basis of any violation, or alleged violation, of any
Environmental Law; or
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(C) any and all claims by any third party seeking damages, contribution, indemnification,
cost recovery, compensation or injunctive relief resulting from the presence or Release of any
Hazardous Materials.

(ii) “Environmental Laws™” means all Federal, state and local laws, rules and regulations
relating to pellution or protection of human health or the environment (including without limitation,
ambient air, surface water, groundwater, land surface or subsurface strata), including, without
limitation, laws and regulations relating to Releases or threatened Releases of Hazardous Materials,
or otherwise relating to the manufacture, processing, distribution, use, treatment, storage, disposal,
transport or handling of Hazardous Materials.

(i) “Hazardous Materials” means

(A) any petroleum or petroleum products, radioactive materials, asbestos in any form that
is or could become friable, urea formaldehyde foam insulation, and transformers or other
equipment that contain dielectric fluid containing polychlorinated biphenyls (“PCBs™); and

(B) any chemicals, materials or substances which are now defined as or included in the
definition of “hazardous substances”, “hazardous wastes”, “hazardous materials”, “extremely
hazardous wastes”, “restricted hazardous wastes”, “toxic substances”, “toxic pollutants”, or
words of similar import, under any Enviconmental Law; and

(C) any other chemical, material, substance or waste, exposure to which is now prohib-
ited, limited or regulated under any Environmental Law in a jurisdiction in whick Centerior or
any Subsidiary or joint venture of Centerior operates (for purposes of this Section 4.20) or in
which Ohio Edison or any Subsidiary or joint venture of Ohio Edison operates (for purposes of
Section 5.20).

(iv) “Release” means any release, spill, emission, leaking, injection, deposit, disposal, dis-
charge, dispersal, leaching or migration into the atmosphere, soil, surface, water, groundwater or
property.

421 Regulation as a Utility.

(a) Excent as set forth in Section 4.21 of the Centerior Disclosure Schedule, neither Centerior nor
any “‘subsidia’y company” or “affiliatc” of Centerior is subject to regulation as a public utility or public
setvice cor.pany (or similar designation) by any state in the United States or any foreign country.

(b) Centerior is an exempt holding company under Section 3(a) (1) of PUHCA.

(c) Section 4.21 of the Centerior Disclosure Schedule sets forth each “affiliate” and each
“subsidiary company” of Centerior which may be deemed to be a “public utility company” or a “holding
company” within the meaning of PUHCA.

(d) As used in this Section 421 and in Section 5.21, the terms “subsidiary company” and
“affiliate™ shall have the respective meanings ascribed to them in PUHCA.

4.22 Insurance. Except as set forth in Section 4.22 of the Centerior Disclosure Schedule:

(a) Each of Centerior and its Subsidiaries is as of the date hereof, and has been continuously since
January 1, 1990 through the date hereof, insured with financially responsible insurers in such amounts
and against such risks and losses as are customary for companies conducting the businesses as conducted
by Centerior and its Subsidiaries during such time period.

(b) Centerior hereby covenants and agrees 'o maintain all such insurance for itself and its
Subsidiaries from the date of this Agreement through the Effective Time so long as such insurance is
available on commercially reasonable terms.

(¢) (i) Neither Centerior nor its Subsidiaries have received any notice of cancellation or termina-
tion with respect to any material insurance policy of Centerior or its Subsidiaries.
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(ii) The insurance policies of Centerior and each of its Subsidiaries are valid and enforceable
pelicies.

ARTICLE V

REPRESENTATIONS AND WARRANTIES OF OHIO EDISON
Ohio Edison represents and warrants to Centerior as follows:
5.1 Organization, Standing and Power.
(a) Each of Ohio Edison and its Significant Subsidiaries

(i) is a corporation or partnership duly organized, validly existing and in good standing under
the laws of its state of incorporation or organization,

(ii) has all requisite power and authority, and has been duly authorized by all necessary
approvals and orders of Governmental Entities (as defined in Section 4.4), to own, lease and operate
its properties and to carry on its business as now being conducted, and

(1ii) is duly qualified and in good standing to transact business in each jurisdiction in which the
nature of its business or the ownersh p or leasing of its properties makes such qualification necessary,
other than in such jurisdictions where the failure to be so qualified and in good standing would not,
when taken together with all other such failures, have a material adverse effect on the business,
operations, properties, assets, condition (financial or otherwise), business prospects or the results of
operations of Ohio Edison and its Subsidiaries taken as a whole or on the consummation of the
transactions contemplated hereby (a “Ohio Edison Material Adverse Effect”).

5.2 Capital Structure.

(a) As of the date hereof, the authorized capital stock of Ohio Edison consists of (i) 175,000,000
shares of Ohio Edison Common Stock of which, as of July 31, 1996, 152,569,437 shares were issued and
outstanding and no shares were held by Ohio Edison in its treasury or by any of its wholly-owned
Subsidiaries and 1o shares of Ohio Edison Common Stock were reserved for any purpose; (it) 5,La 20
shares of Preferred Stock, $100 par value (the “Ohio Edison Preferred”) of which, as of the dite h~co
859,650 shares were issued and cutstanding and no shares were held by Ohio Edison in its treasw; or Dy
any of its wholly-owned Subsidiaries; (iii) 8,000,000 shares of Class A Preferred Stock, $25 par value
(the “Ohio Edison Class A Preferred”) of which, as of the date hereof, 4,000,000 stz -es were issued and
outstanding and no shares were held by Ohio Edison in its treasury or by any ol its wholly-owned
Subsidiaries; and (iv) 8.000,000 shares of Preference Stock, without par value (b “Ohio Edison
Preference’) of which, as of the date hereof, no shares were issued and outstanding and no shares were
held by Ohio Edison in its treasury or by any of its wholly-owned S bsidiaries; and no Voting Debt is
issued or outstanding.

(b) All outstanding shares of Ohio Edison's capital stock are validly issued, fully paid and
nonassessable and are not subject to preemptive rights.

(c) As of the date of this Agreement (except pursuant to this Agreenm :nt or the Ohio Edison
Dividend Reinvestment Plan), there are no options, warrants, calls, rights, commitments or agreements
of any character to which Ohio Edison or any Subsidiary of Ohio Edison is a party or by which it is bound
obligating Ohio Edison or any Subsidiary of Ohio Edison to issue, deliver or sell, or cause to be issued,
delivered or sold, additional shares of capital stock or any Voting Debt of, or other equity interest in, Ohio
Edison or any Subsidiary of Ohio Edison or securities convertible or exchangeable for such shares, Voting
Debt or other equity interests, or obligating Ohio Edison or any Subsidiary of Ohio Edison to grant,
extend or enter into any such option, warrant, call, right, commitment or agreement.
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5.3 Corporate Authority.

(a) Ohio Edison has all requisite corporate power and authority to enter into this Agreement and,
subject to the approval of rhis Agreement and the transactions contemplated hereby and to the adoption
of the Ohio Edison Merger Agreement by the shareholders of Ohio Edison, to consummate the
transactions contemplated hereby and thereby.

(b) The execution and delivery of this Agreement and the consummation of the transactions
contemplated hereby have been duly authorized by all necessary corporate action on the part of Ohio
Edison, subject to the approval of this Agreement and to the adoption of the Ohio Edison Merger
Agreement by the shareholders of Ghio Edison.

(c) This Agreement has been duly executed and delivered by Ohio Edison and, subject to the
approval of this Agreement and to the adoption of the Ohio Edison Merger Agreement by the
shareholders of Chiz Edison, constitutes a valid and binding obligation of Ohio Edisor. enforceable in
accordance with its terms, except as may be limited by applicable bankruptcy, insolvency, reorganization
or other similar laws affecting the enforcement of creditors’ rights generally, and except that the
availability of equitable remedies, including specific performance, may be subject to the discretion of any
court before which any proceeding may be brought.

5.4 No Violation. Except as set forth in Section 5.4 of the disclosure schedule delivered by Ohio
Edison (the “Ohio Edison Disclosure Schedule”) or as contemplated by Section 5.5, the execution and
delivery of this Agreement do not, and the consummation of the transactions contemplated hereby will not,
result in a Violation under or pursuant to,

(a) any provision of the Articles of Incorporation or Regulations of Ohio Edison or any Subsidiary
of Ohio Edison,

(b) any provision of any loan or credit agreement, note, bond, mortgage, indenture, lease, Ohio
Edison Controlled Group Plan (as defined in Section 5.12) or other agreement, obligation, instrument,
permit, concession, franchise, license of any kind 1o which Ohio Edison or any of its Subsidiaries is a
party or by which any of them or any of their respective properties or assets may be bound or affected, or

(c) any judgment, order, injunction, writ, decree, statute, law, ordinance, rule, regulation, permit or
license of any Governmental Entity applicable to Ohio Edison or any of its Subsidiaries or their respective
properties or assets,

which Violation, in the case of each of clauses (b) and (c), would have an Chio Edison Material Adverse
Effect.

5.5 Consents and Approvals. No consent, approval, order or authorization of, or registration, declara-
tion or §ling with, any Governmental Entity, is required by or with respect to Ohio Edison or any of its
Subsidiaries in connection with the execution and delivery of this Agreement by Ohio Edison or the
consummation by Ohio Edison of the transactions contemplated hereby, the failure of which to obtain would
have an Ohio Edison Material Adverse Effect, except for:

(a) the filing of a premerger notification report with the FTC and the DOJ under the HSR Act,
(b) the filing with the SEC of

(i) the Joint Proxy Statement,

(ii) the S-4 and

(iii) such reports under Sections 13(a), 13(d) and 16(a) of the Exchange Act as may be
required in connection with this Agreement and the transactions cor .emplated hereby, and the
obtaining from the SEC of such orders as may be so required,

(¢) the SEC PUHCA Order,




(d) the Blue-Sky Filings,

(e) the filing of Certificates of Merger with the Secretary of State of the State of Ohio in
accordance with applicable law,

(f) the FERC Approvals,
{g) the NRC Approvals,
(h) the Local Approvals, and
(i) State Takeover Approvals.

5.6 Ohio Edison SEC Documents.

(a) Ohio Edison has made available to Centerior a true and complete copy of each report, schedule,
registration statement and definitive proxy statement filed by Ohio Edison with the SEC since January 1,
1993 (as such documents have since the time of this filing been amended, the “Ohio Edison SEC
Documents™) which are all the documents (other than preliminary material) that Ohio Edison was
required to file with the SEC since such date.

(b) As of their respective dates, the Ohio Edison SEC Documents complied in all material respects
with the requirements of the Securities Act or the Exchange Act, as the case may be, aud the rules and
regulations of the SEC promulgated thereunder applicabie to such Ohio Edison SEC Documents, and
none of the Ohio Edison SEC Documents contained any untrue statement of a material fact or omitted to
state a material fact required to be stated therein or necessary to make the statements therein, in the light
of the circumstances under which they were made, not misleading.

(c) The financial statements of Ohio Edison included in the Ohio Edison SEC Documents comply
as to form in all material respects with applicable accounting requirements and with the published rules
and regulations of the SEC with respect thereto, have been prepared in accordance with GAAP applied
on a consistent basis during the periods involved (except as may be indicated in the notes thereto or, in
the case of the unaudited statements, as permitted by Form 10-Q of the SEC) and fairly present
(subject, in the case of the unaudited statements, to normal, recurring adjustments) the consolidated
financial position of Ohio Edison and its consolidated Subsidiaries as at the dates thereof and the
consolidated results of their operations and cash flows for the periods then ended.

$7 No Undisclosed Liabilities.

(a) Except as and to the extent set forth in Ohio Edison’s Annual Report on Form 10-K for the year
ended December 31, 1995, as of December 31, 1995, neither Ohio Edison nor any of its Subsidiaries had
any liabilities or obligations of any nature, whether or not accrued, contingent or otherwise, that would be
required by GAAP to be refiected on a consolidated balance sheet (including the notes thereto) of Ohio
Edison and its Subsidiaries.

(b) Since December 31, 1995, except as set forth in the Ohio Edison SEC Documents filed by Ohio
Edison with the SEC since December 31, 1995 and prior to the date of this Agreement, neither Ohio
Edison nor any of its Subsidiaries has incurred any liabilities of any nature, whether or not accrued,
contingent or otherwise, which would have, individually or in the aggregate, an Ohio Edison Material
Adverse Effect.

5.8 [Information Supplied.

(a) None of the information supplied or to be supplied by Ohio Edison for inclusion or incorpora-
tion by reference in

(i) the S-4 will, at the time it is filed with the SEC and at the time it becomes effective under
the Securities Act, contain any untrue statement of a material fact or omit to state any material fact
required to be stated therein cr necessary to make the statements therein not misleading and
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(ii) the Joint Proxy Statement will, at the date mailed to the shareholders of Ohio Edison and
the shareholders of Centerior and ¢t the time of the meetings of such shareholders to be held in
connection with the Merger, contain any untrue statement of a materi. ' fact or omit to state any
material fact required to be stated therein or necessary in order to make the statements therein, in
the light of the circumstances under which they are made, not misleading.

{(b) The Joint Proxy Statement will comply as to form in all material respects with the provisions of
the Exchange Act and the rules and regulations thereunder.

5.9 Compliance with Applicable Laws.

(a) Ohio Edison and its Subsidiaries hold all permits, licenses, variances, exemptions, orders and
approvals of all Governmental Entities which are material to the operation of the businesses of Ohio
Edison and its Subsidiaries, taken as a whole (the “Ohio Edison Permits™).

(b) Ohio Edison and its Subsidiaries are in compliance with the t<rms of the Ohio Edison Permits,
except where the failure so to comply would not have an Ohio Edison Material Adverse Effect.

(c) Except as disclosed in the Ohio Edison SEC Documents filed prior to the date of this
Agreement, the businesses of Ohio Edison and its Subsidiaries are not being conducted in violation of any
law, ordinance or regulation of any Governmental Entity, except for possible violations which individually
or in the aggregate do not, and, insofar as reasonably can be foreseen, in the future will not, have an Ohio
Edison Material Adverse Effect.

(d) Except as disclosed in the Ohio Edison SEC Documents filed prior to the date of this
Agreement, as of the date of this Agreement,

(i) no investigation or review by any Governmental Entity with respect to Ohio Edison or any
of its Subsidiaries is pending or, to the knowledge of Ohio Edison, threatened, and

(ii) no Governmental Entity has indicated an intention to conduct any such investigation or
review,

other than, in each case, those the outcome of which, as far as reasonably can be foreseen, will not have
an Ohio Edison Material Adverse Effect.

5.10 Litigation. As of the date of this Agreement, except as disclosed in the Ohio Edison SEC

Documents filed prior to the date of this Agreement,

(a) there is no suit, action or proceeding pending or, to the knowledge of Ohio Edison, threatened
against or affecting Ohio Edison or any of its Subsidiaries which is reasonably likely to have an Ohio
Edison Material Adverse Effect, and

(b) there is no judgment, decree, injunction, rule or order of any Governmental Entity or arbitrator
outstanding against Ohio Edison or any of its Subsidiaries having, or which is reasonably likely to have,
an Ohic Edison Material Adverse Effect.

5.11 Taxes.

(a) Except as set forth in Section 5./ of the Ohio Fdison Disclosure Schedule, each of Ohio
Edison and its Subsidiaries (including any predecessors) has timely filed when due all Tax returns
required to be filed by any of them and has paid (or Ohio Edison has paid on its behalf), or has made
adequate provision for or set up in accordance with GAAP an adequate accrual or reserve for the
payment of, all Taxes required to be paid in respect of all periods for which returns have been filed or are
due (whether or not shown as being due on any Tax returns), and has established an adequate accrual or
reserve for the nayment of all Taxes payable in respect of any period for which no return has been filed or
is due, and the most recent financial statements contained in the Ohio Edison SEC Documents reflect in
accordance with GAAP a reserve for all Taxes payable by Ohio Edison and its Subsidiaries accrued
through the date of such financial statements.
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(b) Except as set forth in Section 5.1/ of the Ohio Edison Disclosure Schedule, no material
deficiencies for any Taxes have been proposed, asserted or assessed against Ohio Edison or any of its
Subsidi.ries, and no audit of the Tax returns of Ohio Edison or any of its Subsidiaries is currently being
conducted by any Taxing authority.

(c) Except with respect to any claims for refunds and except as set forth in Section 5.11 of the Ohio
Edison Disclosure Schedule, the Federal income Tax returns of Ohio Edison and each of its Subsidiaries
consolidated in such returns for all such periods ended on or before December 31, 1990 have been
examined by and settled with the IRS or the applicable statute of limitations with respect to such years,
including extensions thereof, has expired.

(d) Copies of all Federal Tax returns required to be filed by Ohio Edison or any of its Subsidiaries
(including any predecessors) for each of the last three years, together with all schedules and attachments
thereto, have been delivered by Ohio Edison to Centerior.

(e) Except as set forth in Section 5.11 of the Ohio Edison Disclosure Schedule, none of Ohio
Edison or any of its Subsidiaries (including any predecessors) is a party to, is bound by, or has any
obligation under any Tax sharing or similar agreement.

5.12 Employee Matters.

(a) With respect to each employee benefit plan (including, without limitation, any “employee
benefit plan,” as defined in Section 3(3) of the ERISA, and any bonus, pension, profit sharing, deferred
compensation, incentive compensation, stock ownership, stock purchase, stock option, phantom stock,
retirement, vacation, severance, disability, death benefit, hospitalization, insurance or other plan,
arrangement or understanding (whether or not legally binding) (all the foregoing being herein called the
“Ohio Edison Controlled Group Plans"), maintained or contributed to by Ohio Edisun, any of its
Subsidiaries or any other organization which is a member of a controlled group of organizations (within
the meaning of Sections 414(b), (c), (m) or (o) of the Code) of which Ohio Edison is a member, Ohio
Edison has made available to Centerior, or will deliver to Centerior within 30 days after the date hereof, a
true and correct copy of

(i) the most recent annual report (Form 5500) filed with the IRS,
(i) any such Ohio Edison Controlled Group Plan,

(ili) each trust agreement and group annuity contract, if any, relating to any such Ohio Edison
Controlled Group Plan and

(iv) the most recent actuarial report or valuation relating to any such Ohie Edison Controlled
Group Plan subject to Title IV of ERISA.

(b) (i) Except as set forth in Section 5.12(b) of the Ohio Edison Disclosure Schedule, each of the
Ohio Edison Controlled Group Plans intended to be “qualified” within the meaning of Section 401 (a) of
the Code has been determined by the IRS to be so qualified, and, to the best knowledge of Ohio Edison,
no circumstances exist that are reasonably expected by Ohio Edison to result in the revocation of any
such determination.

(ii)) Ohio Edison is in compliance in all maierial respects with, and each Ohio Edison
Controlled Group Plan is and has been operated in all material respects in compliance with, all
applicable laws, rules and regulations governing such plan, including, without limitation, ERISA and
the Code.

(iii) Each Ohio Edison Controlied Group Plan intended to provide for the deferral of income,
the reduction of salary or other compensation or to afford other income tax benefits complies with
the requirements of the applicable provisions of the Code or other laws, rules and regulations
required to provide such income tax benefits.
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(c) With respect to the Ohio Edison Controlied Group Plans, individually and in the aggregate, no
event has occurred, and to the knowledge of Ohio Edison or any of its Subsidiaries, there exists no
condition or set of circumstances in connection with which Ohio Edison or any of its Subsidiaries could
be subject to any liability that is reasonably likely to exceed $1,000,000 (except liability for benefits

claims and funding obligations payable in the ordinary course) under ERISA, the Code or any other
applicable law.

(d) Except as set forth in Section 5.12(d) of the Ohio Edison Disclosure Schedule, with respect to
zach Ohio Edison Controlled Group Plan, there are no material funded benefit obligations for which
contributions have not been made or properly accrued and there are no material unfunded benefit
obligations which have not been accounted for by reserves, or otherwise properly footnoted in accordance
with GAAP, on the financial statements of Ohio Edison or any of its Subsidiaries.

(¢) Except as set forth in Section 5.12(e) of the Ohio Edison Disciosure Schedule and except as
provided for in this Agreement, as of the date of this Agreement, neither Ohio Edison nor any of its
Subsidiaries is a party to any union or collective bargaining agreement.

(f) Except as set forth in Section 5.12(f) of the Ohio Edison Disclosure Schedule, no Ohio Edison
Controlled Group Plan is a multiemployer plan (within the meaning of Section 3(37) or Sec-
tion 4001 (a)(3) of ERISA or Section 414(f) of the Code).

(g) For each Ohio Edison Controlled Group Plan which is intended to be an employee stock
ownership plan (within the meaning of Section 4975(¢) (7) of the Code) or a tax credit employee stock
ownership pian (within the meaning of Section 409(a) of the Code), each of the following is true:

(i) except as disclosed on Section 5.12(g) of the Ohio Edison Disclosure Schedule, there is no
securities acquisition loan (within the meaning of Section 133 of the Code) outstanding with respect
to the plan;

(ii) except for the transactions contemplated in this Agreement, no event has occurred and no
condition exists which would give rise to the recapture of any Tax credit previously claimed with
respect to the plan or to any Tax or penalties assessable against Ohio Edison, any of its Subsidiaries
or FirstEnergy; and

(iii) except for the transactions contemplated in this Agreement, no event has occurred and no
condition exists which would cause the termination of the plan and the distribution of all amounts
held thereunder to give rise to the recapture of any Tax credit previously claimed with respect to the
plan or 10 any Tax or penalties assessable against Ohio Edison, any of its Subsidiaries or FirstEnergy.

(h) Except as set forth in Section 5.12(h) of the Ohio Edison Disclosure Schedule, none of the
Ohio Edison Controlled Group Plans that are welfare plans (within the meaning of Section 3(1) of
ERISA) provides for any retiree benefits,

(1) Except as set forth in Section 5.12(i) of the Ohio Edison Disclosure Schedule,

(i) the consummation or announcement of any transaction contemplated by this Agreement
will not (either alone or upon the occurrence of any additional or further acts or events) result in any

(A) payment (whether of severance pay or otherwise) becoming due from Ohio Edison or
any of its Subsidiaries to any officer, employee, former employee or director thereof or to the
trustee under any “rabbi trust” or similar arrangement, or

(B) benefit under any Ohio Edison Controlled Group Plan being established or becoming
accelerated, vested or payable, and

(i) waeither Ohio Edison nor any of its Subsidiaries is a party to

(A) any management, employment, deferred compensation, severance (including any
payment, right or benefit resulting from a change in control), bonus or other contract for
personal services with any officer, director or employee,
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(B) any consulting contract with any person who prior to entering into such contract was a
director or officer of Ohio Edison, or

(C) any plan, agreement, arrangement or understanding similar to any of the foregoing.

5.13  Absence of Certain Changes or Events. Except as disclosed in the Ohio Edison SEC Documents
filed prior to the date of this Agreement or in the audited consolidated halance shezt of Ohio Edisor and its
Subsidiaries as at December 31, 1995, and the related consolidated statements of income, cash flows and
changes in shareholders’ equity (the “Ohio Edison 1995 Fincacials™ ), true and correct copies of which have
been delivered to Centerior, or except as contemplated by this Agreement, since the date of the Ohio Edison
1995 Financials, Ohic Edison and its Subsidiaries have conducted their respective businesses only in the
ordinary and usual course, and, as of the date of this Agreement, there has not been

(a) any damage, destruction or loss, whether covered by insurance or not, which has, or insofar as
reasonably can be foreseen in the future is reasonably likely to have, an Ohio Edison Material Adverse
Effect;

(b) any declaration, setting aside or payment of any dividend or other distribution (whether in cash,
stock or property) with respect to any of Ohio Edison's or its Subsidiaries’ capital stock, except for
regular quarteriy cash dividends of $0.375 per share on Ohio Edison Common Stock and regular
dividends on Ohio Edison's Preferred, Ohio Edison's Class A Preferred and Ohio Edison Subsidiaries’
preferred securities (the “Ohio Edison Subs Preferred’) with usual record and payment dates for such
dividends and dividends on common stock paid by wholly-owned Subsidiaries of Ohio Edison; or

(¢) any transaction, commitment, dispute or other event or condition (financial or otherwise) of any
character (whether or not in the ordinary course of business) individually or in the aggregate having, or
which, insofar as reasonably can be foreseen, in the future is reasonably likely to have, an Ohio Edison
Material Adverse Effect.

5.14  Opinion of Ohio Edison Financial Advisor. Ohio Edison has received the opinion of McDonald
& Company Securities, Inc. (hereinafter referred to as “Ohio Edison Fairness Advisor” and collectively with
Morgan Stanley & Co. Incorporated, as “Ohio Edison Advisors™), dated the date hereof, to the effect that, as
of such date, the Ohio Edison Conversion Number is fair to holders of Ohio Edison Common Stock from a
financial point of view, and copies of such opinion have been previously delivered to Centerior.

5.15 Vote Required. The affirmative vote of the holders of two-thirds of the outstanding shares of
Ohio Edison Common Stock is the only vote of the holders of any class or series of Ohio Edison capital stock
necessary to approve this Agreement and the transactions contemplated hereby.

5.16 Accounting Matters. Neither Ohio Edison nor, to its best knowledge, any of its affiliates has
through the date of this Agreement taken or agreed to take any action that would prevent FirstEnergy from
accounting for the business combination to be effected by the Centerior Merger on a purchase accounting
basis in accordance with GAAP and applicable regulations of the SEC.

5.17 No Change in Capital Structure. There has been no material change in the information set forth
in the first sentence of Section 5.2 between the close of business on July 31, 1996 and the date hereof.

5.18  Ownership of Centerior Stock. As of the date of this Agreement, Ohio Edison and its affiliates do
not “beneficially own" (as such term is defined in the Centerior Rights Agreement) any shares of Centerior
Common Stock.

5.19 Ohiv Edison Subsidiaries.

(a) Section 5.19(a) of the Ohio Edison Disclosure Schedule sets forth a description as of the date
hereof of all Subsidiaries and joint ventures of Ohio Edison, including the name of each such entity, a
brief description of the principal line or lines of business conducted by each such entity and Ohio Edison’s
interest therein,
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(b) Except as set forth in Section 519{b) of the Ohio Edison Disclosure Schedule, none of such
entities is a “public utility company ", a “holding company”, a “subsidiary company " or an “affiliate” of
any public utility company within the meaning of Section 2{a)(5), 2(a)(7). 2 (a)(8) or 2(a)(11) of
PUHCA, respectively.

(¢) Except as set forth in Section 5.19(c¢) of the Ohio Edison Disclosure Schedule, all of the issued
and outstanding shares of capital stock of each Subsidiary of Ohio Edison are validly issued, fully paid,
nonassessable and free of preemptive rights, are owned directly or indirectly by Ohio Edison free and
clear of any liens, claims, encumbrances, security interests, equities, charges and opticns of any nature
whatsoever, and there are no outstanding subscriptions, options, calls, contracts, voting trusts, proxies or
other commitments, understandings, restrictions, arrangements, rights or warrants, including any right of
conversion or exchange under any outstanding security, instrument or other agreement, obligating any
such Subsidiary to issue, deliver or sell, or cause to be issued, delivered or sold, additional shares of its
capital stock or obligating it to grant, extend or enter into any such agreement or commitment.

5.20 Environmental Protection.
(a) Compliance.

(i) Except as set forth in Section 5.20(a) of the Ohio Edison Disclosure Schedule, each of
Ohio Edison and its Subsidiaries is in compliance with all applicable Environmental Laws, except
where the failure to be in compliance would not have an Ohio Edison Material Adverse Effect.

(ii) Except as set forth in Section 5.20(a) of the Ohio Edison Disclosure Schedule, neither
Ohio Edison nor any of its Subsidiaries has received any communication (written or oral) from any
person or Governmental Entity that alleges that Ohio Edison or any of its Subsidiaries is not in
compliance with applicable Environmental Laws, except where the failure to be in compliance would
not have an Ohio Edison Material Adverse Effect.

(b) Environmental Permits. Except as set forth in Section 5.20(b) of the Ohic Edison Disclosure
Schedule, each of Ohio Edison and its Subsidiaries has obtained or has applied for all Environmental
Permits necessary for the construction of their facilities or the conduct of their operations, and all such
permits are in good standing or, where applicable, a renewal application has been timely filed and is
pending agency approval, and Ohio Edison and each of its Subsidiaries is in material compliance with all
terms and conditions of the Environmental Permits, except where the failure to obtain or be in
compliance with such Environmental Permit would not have an Ohio Edison Material Adverse Effect.

(¢) Environmental Claims. Except as set forth in Section 5.20(¢) of the Ohio Edison Disclosure
Schedule, to the best knowledge of Ohio Edison upon diligent review, there is no Environmental Claim
(as hereinafter defined) pending

(i) against Ohio Edison or any of its Subsidiaries or joint ventures,

{ii) against ary person or entity whose liability for any Environmental Claim Ohio Edison or
any of its Subsidiaries or joint ventures has or may have retained or assumed either contractually or
by operation of law, or

(ili) against any real or personal property or operations which Ohio Edison or any of its
Subsidiaries or joint ventures owns, leases or manages, in whole or in part,

which, if adversely determined, would have in the aggregate an Ohio Edison Material Adverse Effect.

(d) Releases. Except as set forth in Section 5.20(d) of the Ohio Edison Disclosure Schedule, Ohio
Edison has no knowledge of any Releases of any Hazardous Material that would be reasonably likely to
form the basis of any Environmental Claim against Ohio Edison or any Subsidiaries or joint ventures of
Ohio Edison, or its Subsidiaries, or against any person or entity whose liability for any Environmental
Claim Ohio Edison or any Subsidiaries or joint ventures of Ohio Edison or its Subsidiaries has or may
have retained or assumed either contractually or by operation of law, except for Releases of Hazardous
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Materials the liability for which would not have, in the aggregate, an Ohio Edison Material Adverse
Effect.

(e) Predecessors. Except as set forth in Section 5.20(e) of the Ohio Edison Disclosure Schedule,
Ohio Edison has no knowledge, with respect to any predecessor of Ohio Edison or any Subsidiary or joint
venture of Ohio Edison, of any Environmental Claim pending or threatened, or of any Release of
Hazardous Materials that would be reasonably likely to form the basis of any Environmental Claim,
which would have an Ohio Edison Material Adverse Effect.

(f) Disclosure. To Ohio Edison’s best knowledge upon a good faith effort, Ohio Edison has disclosed
to Centerior all material facts which Ohio Edison reasonably believes form the basis of an Ohio Edison
Material Adverse Effect arising from

(i) the cost of pollution control equipment currently required or known to be required in the
future;

(ii) current remediation costs or remediation costs known to be required in the future; or

(iii) any other environmental matter affecting Ohio Edison or its Subsidiaries.

5.21 Regulation as a Utility.

(a) Except as set forth in Section 5.21 of the Ohio Edison Disclosure Schedule, neither Ohio Edison
nor any “subsidiary company” or “affiliate” of Ohio Edison is subject to regulation as a public utility or
public service company (or similar designation) by any state in the United States or any foreign country.

(b) Ohio Edison is an exempt holding company under Section 3(a) (2) of PUHCA.

(¢) Section 5.21 of th= Ohio Edison Disclosure Schedule sets forth ecach “affiliate” and each
“subsidiary company” of Ohio Edison which may be deemed to be a “public utility company™ or a
“holding company” within the meaning of PUHCA.

5.22 Insurance. Except as set forth in Section 5.22 of the Ohio Edison Disclosure Schedule:

(a) Each of Ohio Edison and its Subsidiaries is as of the date hereof, and has been continuously
since January 1, 1990 through the date hereof, insured with financially responsible insurers in such
amounts and against such risks and losses as are customary for companies conducting the businesses as
conducted by Ohio Edison and its Subsidiaries during such time period.

(b) Ohio Edison hereby covenan's and agrees to maintain all sach insurance for itself and its
Subsidiaries from the date of this Agreement through the Effective Time so long as such insurance is
availahle on commercially reasonable terms.

(¢) (i) Neither Ohio Edison nor its Subsidiaries has received any notice of cancellation or
termination with respect to any material insurance policy of Ohio Edison or its Subsidiaries.

{ii) The insurance policies of Ohio Edison and each of its Subsidiaries are valid and
enforceable policies.

ARTICLE VI
COVENANTS RELATING TO CONDUCT OF BUSINESS

During the period from the date of this Agreement and continuing until the Effective Time (except as
expressly contemplated or permitted by this Agreement or to the extent that the other party shall otherwise
consent in writing), Centerior and Ohio Edison each agree that:

6.1 Ordinary Course.
(a) Each party hereto shall, and shall cause its respective Subsidiaries to, carry on their respective
businesses in the usual, regular and ordinary course in substantially the same manner as heretofore
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conducted and use all commercially reasonable efforts to preserve intact their present business organiza-
tions and goodwill, preserve the goodwill and relationships with customers, suppliers and others having
business dealings with them and, subject to prudent management of workforce needs and ongoing
programs currently in force, keep available the services of their present officers and employees.

(b) Except as set forth in Section 6.1 of the Centerior or Ohio Edison Disclosure Schedule, no party
shall, nor shall any party permit any of its Subsidiaries to, enter into a new line of business, or make any
change in the lire of business it engages in as of the date hereof involving any investment of assets or
resources or any exposure to liability or loss, in excess of $5 million, in each case inclusive of their
respective Subsidiaries, taken as a whole.

6.2 Dividends; Changes in Stock. No party shall, nor shall any party permit any of its Subsidiaries to,

(a) declare or pay any dividends on or make other distributions in respect of any of its capital steck,
except that

(i) Centerior may continue the declaration and payment of regular quarterly cash dividends
not in excess of $0.20 per share of Centerior Common Stock,

(ii) Centerior Subs may continue the declaration and payment of regularly scheduled divi-
dends on the Centerior Subs Preferred,

(iti) Ohio Edison may continue the declaration and payment of regular quarterly cash
dividends not in excess of $0.40 per share of Ohio Edison Common Stock and regularly scheduled
dividends, on Ohio Edison Class A Preferred, Ohio Edison Preferred Stock and Ohio Edison
Preference Stock,

(iv) Ohio Edison Subsidiaries may continue the declaration and payment of regularly sched-
uled dividends on the Ohio Edison Subs Preferred,

in each case with usual record and payment dates for such dividends in accordance with such parties’ past
dividend practice, and except for dividends on common stock by a wholly-owned Subsidiary of such party
or such Subsidiary,

(b) split, combine or reclassify any of its capital stock or issue or authorize or propose the issuance
of any other securities in respect of, in lieu of or in substitution for shares of its capital stock, or

(¢) repurchase, redeem or otherwise acquire, or permit any Subsidiary to purchase or otherwise
acquire, any shares of its capital stock, other than

(i) redemptions, purchases or acquisitions required by the respective terms of any series of
Centerior Preferred, Centerior Subs Preferred, Ohio Edison Preferred, Ohio Edison Class A
Preferred, or Ohio Edison Subs Preferred,

(ii) in connection with refunding of such Preferred Stocks with preferred stock or debt at a
lower cost of funds (calculating such cost on an after-tax basis),

{(iii) in connection with intercompany purchases,

(iv) for the purpose of funding employee stock ownership or dividend reinvestment and stock
purchase plans in accordance with past practice, or

(v) as set forth on Section 6.2(c) of the Centerior or Ohio Edison Disclosure Schedules.

A-27



(d) notwithstanding Section 6.2(a), each of Ohic Edison and Centerior shall declare a dividend on
each share of its Common Stock to holders of record of such shares as of the close of business on the
business day next preceding the Effective Time in an amount equal to the product of

(i) a fraction,

(A) the numerator of which equals the number of days between the payment date with
respect to the most recent regular dividend paid by Ohio Edison and Centerior, as the case may
be, and the Effective Time, and

(B) the denominator of which equals 91, and

(i1) the amount of the regular cash dividend most recently paid by Ohio Edison or Centerior,
as the case may be;

provided, however, that if either Ohio Edison or Centerior has declared a regular quarterly dividend on
shares of its Common Stock with a payment date (the “Payment Date”) after the Effective Time, then
no dividend as provided for in this Section 6.2(d) shall be declared or paid with respect to such shares
and the dividend of the other party or parties shall be calculated by substituting “Payment Date™ for
“Effective Time" in clause (i) (A) of this Section 6.2(d).

6.3 Issuance of Securities. Except as set forth in Section 6.3 of the Ohio Edison Disclosure Schedule,
no party shall, nor shall any party permit any of its Subsidiaries to, issue, deliver or sell, or authorize or propos«
the issuance, delivery or sale of, any shares of its capita! stock of any class, any Voting Debt or any securities
convertible into, or any rights, warrants or options to acquire, any such shares, Voting Debt or convertible
securities, other than

(a) the issuance of common stock or stock appreciation or similar rights, as the case may be,
pursuant to the Centerior Stock Plans or the Ohio Edison Dividend Reinvestment Plan, in each case
consistent in kind and amount with past practice and in the ordinary course of business under such Plans
in accordance with their present terms,

(b) issuances of Preferred Stocks in connection with refundings as contemplated by
Section 6.2(c) (iii),

(c) the issuance and reservation of Ohio Edison and Centerior capital stock pursuant to any rights
plan in accordance with Section 6.11.

6.4 Constituent Documents. No party shall amend or propose to amend its articles of incorporation or
its regulations.

6.5 No Solicitations.

(a) No party shall, nor shall any party permit any of its Subsidiaries to, nor shall it authorize or
permit any of its officers, directors or employees or any investment banker, financial advisor (including
the Centerior Advisors and the Ohio Edison Advisors), attorney, accountant or other representative
retained by it or any of its Subsidiaries to, solicit or encourage (including by way of furnishing
information), or take any other action to facilitate, any inquiries or the making of any proposal which
constitutes, or may reasonably be expected to lead to, any Takeover Proposal, or agree to, endorse,
recommend or approve any Takeover Proposal.

(b) Each party shall promptly advise the other party orally and in writing of any such inquiries or
Takeover Proposals.

(¢) As used in this Agreement, “Takeover Proposal” shall mean any tender or exchange offer,
provosal for a merger, consolidation or other business combination involving a party hereto or any
Significant Subsidiary of such party or any proposal or offer to acquire in any manner a substantial equity
interest in, or a substantial portion of the assets of, such party or any of its Significant Subsidiaries other
than the transactions contemplated by this Agreement.
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(d) Notwithstanding anything in this Section 6.5 to the contrary, unless the approvals of the
shareholders of Ohio Edison and Centerior have been obtained, a party may, to the extent that the Board
of Directors of such party determines in good faith with the written advic of outside counsel that a
failure to do so would result in a breach of its fiduciary duties under applicable law, participate in
discussions or negotiations with, furnish information to, and afford access to the properties, books and
records of such party and its Subsidiaries to any person in connection with a possible Takeover Proposal
with respect to such party by such person.

6.6 Acquisitions. Except as set forth in Section 6.6 of the Centerior or Ohio Edison Disclosure
Schedule, other than acquisitions by a party and its Subsidiaries not in excess of $25 million, no party shall,
nor shall any party permit any of its Subsidiaries to, acquire or agree to acquire by merging or consolidating
with, or by purchasing a substantial equity interest in or substantial portion of the assets of, or by any other
manner, any business or any corporation, partnership, association or other business organization or division
thereof that would constitute a Significant Subsidiary of such party or otherwise acquire or agree to acquire
any assets not in the ordinary course of business. Centerior further agrees that unless approved by Ohio
Edison, Centerior shall not consummate the merger of The Cleveland Eiectric Illuminating Company and The
Toledo Edison Company.

6.7 Dispositions. Other than dispositions by a party and its affiliates of less than $10 million singularly
or in the aggregate or as set forth in Section 6.7 of the Centerior or Ohio Edison Disclosure Schedule, no party
shall, nor shall any party permit any of its Subsidiaries to, sell, lease, license, encurnber or otherwise dispose of,
or agree to sell, iease, license, encumber or otherwise dispose of, any of its assets, other than dispositions,
including, without limitation. dispositions of accounts receivable, in the ordinary course of business of such
party or such Subsidiary consistent with past practices.

6.8 Indebtedness. Except as set forth in Section 6.8 of the Centerior or Ohio Edison Disclosure
Schedule, or as permitted in Section 6 2 in connection with the refunding of Preferred Stock, no party shall,
nor shall any party permit any of its Subsidiaries to, incur (which shall not be deemed to include entering in’ >
credit agreements, lines of credit or similar arrangements until borrowings are made under such arrange-
ments) any indebtedness for borrowed money or guarantee any such indebtedness or issue or sell any debt
securities or warrants or rights to acquire any debt securities of such party or any of its Subsidiaries or
guarantee any debt securities of others other than

(a) for short-term indebtedness in the ordinary course of business consistent with prior practice,

(%) as may be necessary in connection with acquisitions permitted by Section 6.6 or new lines of
busine.s permitted by Section 6.1,

(¢) the incurrence of long-term indebtedness, issuances of debt securities or guarantees not
aggregating in excess of $50 million, or

(d) indebtedness incurred to refund or refinance outstanding indebtedness of such party or such
Subsidiary so long as the amount of such indebtedness so incurred does not exceed the amount of
indebtedness so refunded or refinanced and any accrued interest and premium, if any, thereon.

69 No Actions. No party shall, nor shall any party permit any of its Subsidiaries to, take any action
that would or is reasonably likely to result in

(a) any of its representations and warranties set forth in this Agreement being untrue as of the date
made (to the extent so limited),

(b) any of the conditions to the Merger set forth in Article VIII not being satisfied, or

(c) a material breach of any provision of this Agreement.

6.10 Cooperation, Notification. Each party shall, and shall cause its Subsidiaries to, (i) confer on a
regular and frequent basis with one or more representatives of the other party to discuss material operational
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matters and the general status of its ongoing operations; (ii) promptly notify the cther party of any significant
changes in its business, properties, assets, condition (financial or other), results of operations or prospects;
(iii) advise ‘"¢ other party of any change or event which has had or. insofar as reasonably can be foreseen, is
reasor 1bly likely to result in, a material adverse effect on the party so advising or any of its Subsidiaries;, and
(iv) promptly provide the other party (or the other party’s counsel) with copies of all filings made by such
party or any of its Subsidiaries with any state or Federal court, administrative agency, commission or other
Governmental Entity in connection with this Agreement and the transactions contemplated hereby.

6.11 Rights Agreemenis

(a) As promptly as practicable after the date hereof but in any event before the “Distribution Date”
(as defined in the Ohio Edison Rights Agreement), Ohio Edison shall cause to be amended the Ohio
Edison Rights Agreement to effect the changes contemplated by the form of amendment attached hereto
as Exhibit H, which amendment has been authorized as of the date hereof by Ohio Edison.

(b) Except as otherwise provided in this Section 6.11, Ohio Edison shall not redeem t! Jhio
Edison Rights, or amend (other than to delay the “Distiibution Date” (as defined therein) or to render
the Ohio Edison Rights inapplicable to the Merger) or terminate the Ohio Edison Rights Agreement
prior to the Effective Time unless required to do so by order of a court of competent jurisdiction.

(¢) Ohio Edison shall take all action so that the Ohio Edison Rights will no longer be outstanding
upon the Merger.

(d) Except as otherwise provided in this Section 6.11, Centerior shall not redeem the Centerior
Rights, or amend (other than to delay the “Distribution Date” (as defined therein) or to render the
Centerior Rights inapplicable to the Merger) or terminate the Centerior Rights Agreement prior to the
Effective Time unless required to do so by order of a court of competent jurisdiction.

(e) Centerior shall take all action so that the Centerior Rights will no longer be outstanding upon
the Merger.

6.12 Collective Bargaining Agreements. During the period from the date of this Agreement and
continuing until the Effective Time, each party agrees, as to itself and its Subsidiaries, that each of them will
cousult with the other party prior to entering into any substantive negotiations with respect to any collective
bargaining agreement, or the modification or amendment thereof.

6.13 Employee Benefit Covenant. During the period from the date of this Agreement and continuing
until the Effective Time, except as set forth in Section 6.13 of the Centerior Disclosure Schedule, as may be
required by applicable law or as contemplated by this Agreement, Centerior agrees as to i*self and its
Subsidiaries that it will not, and will not permit any of its Subsidiaries to, without the prior written consent of
Ohio Edison,

(a) enter into, adopt, amend (except as may be required by law) or terminate any Centerior
Controlled Group Plan or any other agreement, arrangement, plan or policy between Centerior or
Centerior Services Company (“Services") and one or more of the directors or officers of Centerior or
Services or

(b) except for normal increases in the ordinary couise of business consistent with past practice that,
in the aggregate, do not result in a material increase in henefits or compensation expense to Centerior or
Services, as the case may be, increase in any manner ‘h: compensation or fringe benefits of any director
or officer of Centerior or Services or

(¢) pay any benefit not required by any Centerior Controlled Group Plan or arrangement as in effect
as of the date hereof (including, without limitation, the granting of stock options, stock appreciation
rights, restricted stock or performance units) to any director or officer of Centerior or Servi~es or

(d) enter into any contract, agreement, commitment or arrangement to do any of the foregoing, or
enter into or amend any employment, severance or special pay arrangement with respect to the
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termination of employment or other similar contract, agreement or arrangement with any director or
officer or other employee of Centerior or any of its Subsidiaries; or

(e) make any change in any defined benefit Plan of Centerior or any of its Subsidiaries which
accelerates or increases benefits thereunder (except as may be required by law),

6.14 Tax Covenani. During the period from the date of this Agreement and continuing until the
Effective Time, each party agrees, as to itself and its Subsidiaries, that each of them will not, except in the
ordinary course of business consistent with prior practice, make any Tax election or settle or compromise any
Tax liability.

6.15 Capital Expenditures. Except as set forth in Section 6.15 of the Centerior or Ohio Edison
Disclosure Schedule or as required by law, no party shall, nor shall any party permit any of its Subsidiaries to
make any annual capital expenditures, including expenditures for sulfur dioxide emission allowances as
provided for by the Clean Air Act Amendments of 1990, in excess of each company's respective aggregate
capital budget for 1996. Ohio Edison and Centerior agree to endeavor mutually to reduce their capital
expenditures to the extent practicable.

6.16 Transmission, Generation. Except as required pursuant to tariffs on file with the FERC as of the
date hereof or as set forth in Section 6.16 of the Centerior or Ohio Edison Disclosure Schedule, no party shall,
nor shall any party permit any of its Subsidiaries to,

(a) commence construction of any additional generating capacity or transmission or delivery
capacity, except for such projects ongoing or mandated by a binding legal commitment existing on the
date hereof or, in the case of transmission or delivery capacity, required to satisfy such party’s obligation
to serve, or

(b) obligate itself to purchase or otherwise acquire, or to sell or otherwise dispose of, or to share,
any additional generation (including, without limitation, the energy produced by generating facilities),
transmission or delivery capacity, other than in the ordinary course of business consistent with past
practice.

6.17 Modifications 1o Facilities. Except as set forth in Section 6.17 of the Centerior or Ohio Edison
Disclosure Schedcule, no party shall, nor shall any party permit any of its Subsidiaries to, enter into any binding
commitment ‘o make any modification to any of its or its Subsidiaries’ existing facilities that would require
any material investment or expenditure.

6.18 Accounting. No party shall, nor shall any party permit any of its Subsidiaries to, mais any
changes in its accounting methods, except as required by law, rule, regulation or GAAP.

6.19 Tax-Free Status. No party shall, nor shall any party permit any of its Subsidiaries to, take any
actions which would, or would be reasonably likely to, adversely affect the status of the Merger as a tax-free
transaction (except as to dissenters’ rights and fractional shares) under the Code.

6.20 Afiliate Transactions. Except as set forth in Section 6.20 of the Centerior or Ohio Edison
Disclosure Schedule, no party shall, nor shall any party permit any of its Subsidiaries to, enter into any
agreement or arrangement with any of their respective affiliates (other than wholly-owned Subsidiaries of such
party or Subsidiary) on terms to such party or its Subsidiaries materially less favorable than could be
reasonably expected to have beer obtained with an unaffiliated third party on an arm’s length basis.

6.21 Rate Matters. Each party shall, and shall cause its Subsidiaries to, discuss with the other party
any changes in its or its Subsidiaries’ rates or charges (other than pass-through fuel rates or charges),
standards of service or accounting from those in effect on the date of this Agreement and consult with the
other party prior to making any filing (or any amendment thereto), or effecting any agreement, commitment,
arrangement or consent, whether written or oral, formal or informal, with respect thereto, and no party will
make, or permit any Subsidiary to make, any filing to change its rates on file with the FERC or any other
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regulatory commission that would have a material adverse effect on the benefits associated with the business
combination provided herein. Notwithstanding the foregoing, however, each party and its Subsidiaries shall be
permitted to enter into arrangements with customers in the ordinary course of business consistent *with past
practices.

6.22 Third-Party Consents.

(a) Each party shall, and shall cause its Subsidiaries to, use all commercially reasonable efforts to
obtain any third-party consents necessary to consummate the Merger.

(b) Each party shall promptly notify the other of any failure or prospective failure to obtain any
such consents and, if requested, shall provide copies of all consents obtained to the other party.

6.23 Tax-Exempt Status. No party shall, nor shall any party permit any Subsidiary to, take any action
that would likely jeopardize the gualification of the outstanding revenue bonds issued for the benefit of such
party or any of its Subsidiaries which qualify on the date hereof under Code Section 142(a) as “exempt
facility bonds” or as tax-exempt industrial development bonds under Section 103(b)(4) of the Internal
Revenue Code of 1954, as amended prior to the Tax Reform Act of 1986.

6.24 FirstEnergy Actions. Ohio Edison and Centerior shall cause FirstEnzsrgy to take only those
actions, from the date hereof until the Effective Time, that are required or contemplated by this Agreement to
be so taken by FirstEnergy, including, without limitation, the declaration, filing or registration with, or notice
to or authorization, consent or approval of, any Governmental Entity, to obtain the consents or approvals
contemplated by Sections 4.5 and 5.5 of this Agreement.

ARTICLE VI
ADDITIONAL AGREEMENTS
7.1 Preparation of S-4 and the Joint Proxy Statement.

(a) Ohio Edison and Centerior shall promptly prepare and file with the SEC the Joint Proxy
Statement and shall cause FirstEnergy to prepare and file with the SEC the S-4, in which the Joint Proxy
Statement will be included as a prospectus.

(b) Each of Ohio Edison and Centerior shall use its best efforts to have the S-4 declared effective
under the Securities Act as promptly as practicable after such filing.

(¢) Ohio Edison and Centerior shall also cause FirstEnergy to take any action required to be taken
under any applicable Blue-Sky Law in con.cction with the issuance of FirstEnergy Common Stock
pursuant to the Merger and Ohio Edison and Centerior shall furnish all information concerning
themselves and the holders of their common stock as may be reasonably requested in connection with any
such action.

7.2 Letters of Centerior's Accourtants. Centerior shall use its best efforts to cause to be delivered to
FirstEnergy and Okio Edison a “comfort” letter of Arthur Andersen LLP, Centerior’s independent auditors,
addressed to FirstEnergy and Ohio Edison, dated a date within two business days before the date on which the
S-4 shall become effective, and confirmed in writing as of the Effective Time, ia form and substance
reasonably satisfactory to FirstEnergy and Ohio Edison and customary in scope and substance for letters
delivered by independent public accountants in connection with registration statements similar to the S-4.

7.3 Letters of Ohio Edison's Accouniants. Ohio Edison shall use its best efforts to cause to be
delivered to FirstEnergy and Centerior a “comfort” letter of Arthur Andersen LLP, Ohio Edison’s
independent auditors, addressed to FirstEnergy and Centerior, dated a date within two business days before
the date on which the S-4 shall become effective and confirmed in writing as of the Effective Time, in form
and substance reasonably satisfactory to FirstEnergy and Centerior and customary in scope and substance for
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letters delivered by independent public accountants in connection with registration statements similar to the
S-4.

74  Access to Information.

(a) Upon reasonable notice, Centerior and Ohio Edison shall each (and shall cause each of their
respective Subsidiaries to) afford to the officers, employees, accountants, counsel and other representa-
tives of the other, reasonable access, during normal business bours during the period prior to the Effective
Time, to all its properties, books, contracts, commitments and records (including, but not limited to, Tax
returns but excluding any documents with respect to which an attorney-client privilege is available) and,
during such period, each of Centerior und Ohio Edison shall (and shall cause each of their respective
Subsidiaries tv) furnish promptly to the other

(i) a copy of each report, schedule, registration statement and other document filed or received
by it during such period pursuant to the requirements of Federal securities laws, or filed with or sent
to the SEC, the FERC, the NRC, the DOE, the Department of Justice, the FTC, the Public
Utilities Commission of Ohio or any other Federal or state regulatory agency or commission, and

(ii) all other information concerning its business, properties and personnel as such other party
may reasonably request.

(b) Any information delivered by Ceuterior to Ohio Edison, or by Ohio Edison to Centerior, shall
be subject to the Confidentiality Agreement, dated June 1, 1996, between Centerior and Ohio Edison
(the “Confidentiality Agreement”), which agreement shall be extended hereby through the Effective
Time.

7.5 Shareholder Approvals

(a) Ohio Edison and Centerior shall each call a meeting of their respective sharcholders to be held
as promptly as practicable for the purpose of voting upon this Agreement ard the transactions
contemplated hereby.

(b) Ohio Edison and Centerior will, through their respective Boards of Directors, recommend to
their respective shareholders approval of such matters; provided, however, that neither Board of Directors
shall be obligated to recommend approval of this Agreement and the Merger to its respective
shareholders if such Board of Directors, acting with the advice of counsel and financial advisors,
determines that such recommendation would be contrary to their legal obligations as Directors.

(¢) Centerior and Ohio Edison will coordinate and cooperate with respect to the timing of such
shareholder approvals and shall use their best efforts to hold such meetings on the same day and to secure
such approvals as soon as practicable after the date on which th S-4 becomes effective.

7.6 Satisfaction of Conditions to the Merger.

(a) Each of Ohio Edison and Centerior will take all reasonable actions necessary to comply
promptly with all legal requirements which may be imposed on itself with respect to this Agreement.

(b) Subject to the terms and conditions of this Agreement, each of the parties hereto agrees to use
its best efforts to take, or cause to be taken, all action and to do, or cause to be done, all things necessary,
proper or advisable under applicable laws and regulations to consummate and make effective the
transactions contemplated by this Agreement (subject to the appropriate vote of shareholders of Ohio
Edison and Centerior, respectively, described in Section 7.5), including full cooperation with the other
party and including the provision of information and making of all necessary filings in connection with,
among other things, the approvals under the HSR Act, the Securities Act and the Exchange Act, the
FERC Approvals, the NRC Approvals, the SEC PUHCA Order, the Blue-Sky Filings, the Local
Approvals and the State Takeover Approvals.
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(¢) In connection therewith, the parties agree that, as between them,

(i) Ohio Edison shall be primarily responsible for the preparation and processing of the filings
necessary to obtain the approvals required for the consummation of the transactions contemplated
hereby under the Securities Act and the Exchange Act, the FERC Approvals, the SEC PUHCA
Order and the Local Approvals required from the State of Ohio or any other State, as well as the
Blue-Sky Filings, and

(1) Centerior shall be primarily responsible for the preparation and processing of the filings
necessary to obtain the NRC Approvals.

(d) Each of Ohio Edison and Centerior will, and will cause its Subsidiaries and FirstEnergy and its
Subsidiaries to, take all reasonable actions necessary to obtain (and will cooperate with each other in
obtaining) any consent, authorization, order or approval of, or any exemption by, any Governmental
Entity required to be obtained or made by Ohio Edison, FirstEnergy, Centerior or any of their
Subsidiaries in connection with the Merger or the taking of any action contemplated thereby or by this

Agreement.
7.7 Rule 145 Affiliates.

(a) Prior to the date of the meetings of their respective shareholders referred to in Section 7.5, Ohio
Edison and Centerior shall ueliver to FirstEnergy a letter substantially in the form attached hereto as
Exhibit I, identifying all persons who may be, at the time this Agreement is submitted for approval to
such shareholders, “affiliates” of Ohio Edison or Centerior, as the case may be, for purposes of Rule 145
under the Securities Act and the SEC's Accounting Series Release 135.

(b) Ohio Edison and Centerior shall use their best efforts to cause each such person to deliver to
FirstEnergy on or prior to the date of the applicable meeting of shareholders referred to in Section 7.5 a
written agreement substantially in the form attached hereto as £xhibir J.

7.8 Stock Exchange Listing. Centerior and Ohio Edison shall use their best efforts to cause the shares
of FirstEnergy Common Stock to be issued in the Merger and, if necessary under the Benefit Plans referred to
in Section 7.9, after the Merger, to be approved for listing on the NYSE and such other national securities
exchanges as may be selected by FirstEnergy, subject to official notice of issuance, prior to the Closing.

7.9 Employee Benefit Plans.

(a) Ohio Edison and Centerior agree that the Ohio Edison Controlled Group Plans and the
Centerior Controlled Group Plans in effect at the date of this Agreement shall, to the extent practicable,
remain in effect until otherwise determined after the Effective Time.

{b) In the case of Ohio Edison Controlled Group Plans and Centerior Controlled Grovp Plans
which are continued and under which the employees’ interests are based upon or valued in relation to
Ohio ‘.dison Common Stock or Centerior Common Stock, as the case may be, Ohio Edison and
Centerior agree that such interests shall be based on FirstEnergy Common Stock in an equitable manner
(and in the case of any such interests existing at the Effective Time, on the basis of the applicable
Conversion Number); provided, however, that nothing contained herein shall be construed as requiring
FirstEnergy to continue any specific plans.

(¢) Except as set forth in S~ction 7.9(c) of the Ohio Edison Disclosure Schedule, Centerior and
Ohio Edison agree not to make any charges in severance benefits for officers of Centerior, Services or
Ohio Edison, as the case may be, from those disclosed in Section 4.12(i) of the Centerior Disclosure
Schedule or Section 5.12(i) of the Ohio Edison Disclosure Schedule, as the case may be.

7.10 Expenses. Except as set forth in Section 9.5, whether or not the Merger is consummated, all
costs and expenses incurred in connection with this Agreement and the transactions contemplated hereby shall
be naid by the party incurring such expense, and, in connection therewith, each of Ohio Edison and Centerior
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shall pay, with its own funds and not with funds provided by the other party, any and all property or transfer
taxes imposed on such party resulting from the Merger, except that

(a) expenses incurred in connection with printing and mailing the Joint Proxy Statement and the
S-4 shall be shared equallv by Ohio Edison and Centerior,

(b) all out-of-pocket costs of the parties (including attorneys' fees) incurred to obtain the FERC
Approvals, the SEC PUHCA Order, the NRC Approvals (including, without limitation, all such costs
incurred for all filings and proceedings relating thereto) and the Local Approvals shall be shared equally
by Ohio Edison and Centerior, and

(c) all other out-of-pocket expenses of a joint nature incurred in connection with the transactions
contemplated by this Agreement shall be shared equally by Ohio Edison and Centerior.

7.11  Brokers or Finders. Each of Ohio Edison and Centerior represents, as to itself, its Subsidiaries
and its affiliates, that no agent, broker, investment banker, financial advisor or other firm or person is or will be
entitled to any broker’s or finder’s fee or any other commission or similar fee in connection with any of the
transactions contemplated by this Agreement, except for Centerior Advisors, whose fees and expenses will be
paid by Centerior in accordance with Centerior's agreements with such firms (copies of which have been
delivered by Centerior to Ohio Edison prior to the date of this Agreement), and except for Ohio Edison
Advisors, whose fees and expenses will be paid by Ohio Edison in accordance with Ohio Edison’s agreements
with such firms (copies of which have been delivered by Ohio Edison to Centerior prior to the date of this
Agreement ), and each of Ohio Edison and Centerior agree to indemnify and hold the other harmless from and
against any and ail claims, liabilities or obligations with respect to any other fees, commissions or expenses
asserted by any person on the basis of any act or statement alleged to have been made by such party or its
affiliate.

7.12  FirstEnergy Board of Directors and Officers.

(a) Ohio Edison’s and Centerior’'s Boards of Directors shall take such actions as may be necessary
to cause the number of Directors comprising the full Board of Directors of FirstEnergy at the Effective
Time to be such number and such individuals as are designated by Ohio Edisor prior to the Effective
Time.

(b) From the Effective Time until utherwise determined by the FirstEnergy Board of Directors,
Mr. Willard R. Holland shall serve as Chairman of the Board, President and Chief Executive Officer of
FirstEnergy.

(¢) From the Effective Time until otherwise determined by the FirstEnergy Board of Directors,
Mr. Robert J. Farling shall serve as Vice Chairman of FirstEnergy.

(d) All ot'ier officers of FirstEnergy will be designated by the FirstEnergy Board of Directors.

{e¢) Directors and officers of FirstEnergy's Subsidiaries will be designated by the FirstEnergy Board
of Directors.

7.13  Indemnification, Directors’ and Officers’ Insurance.

(a) Centerior and, from and after the Effective Time, FirstEnergy (each of Centerior and
FirstEnergy, as the case may be, is referred to herein as a “Centerior Indemnifying Party™) shall
indemnify, defend, and hold harmless each person who is now, or has been at any time prior to the date of
this Agreement or who becomes prior to the Effective Time, an officer, director, or empioyee of Centerior
or any of its Subsidiaries (the “Centerior Indemnified Parties”) against

(i) all losses, claims, damages, costs, expenses, liabilities or judgments or amounts that are
paid in settlement with the approval of the Centerior Indemnifying Part, (which approval shall not
be unreasonably withheld) of or in connection with any claim, action, suit, proceeding or
investigation bas 1 in whole or in part on or arisirg in whole or in part out of the fact that such
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person is or was a director, officer or employee of Centerior or any of its Subsidiaries, whether
pertaining to any matter existing or occurring at or prior to the Effective Time and whether asserted
or claimed prior to, or at or after, the Effective Time (the “Centerior Indemnified Liabilities™ ), and

(ii) all Centerior Indemnified Liabilities based in whole or in part on, or arising in whole or in
part out of, or pertaining to this Agreement or the transactions contemplated hereby, in each case to
the full extent a corporation is permitted under applicable law to indemrify its own directors,
officers, and employees, as the case may be (and the applicable Centerior Indemnifying Party will
pay expenses as incurred in advance of the final disposition of any such action or proceeding to each
Centerior Indemnified Party to the full extent permitted by applicable law).

(bj (1) Without limiting the foregoing, in the event any such claim, action, suit, proceeding, or
investigation is brought against any Centerior Indemnified Party (whether arising before or after the
Effective Time),

(A) the Centerior Indemnified Parties may retain counsel satisfactory to them and
approved by the Centerior Indemnifying Party, which approval shall not be unreasonably withheld,

(B) the Centerior Indemnifying Party shall pay all reasonable fees and expenses of such
counsel for the Centerior Indemnified Parties promptly as statements therefor are received, and

(C) the Centerior Indemnifying Party will use all reasonable efforts (0 assist in the
vigorous defense of any such matter.

(ii) However, no Centerior Indemnifying Party shall be liable for any settlement of any claim
effected without its written consent, which consent shall not be unreasonably withheld.

(iii) Any Centerior Indemnified Party wishing to claim indemnification under this Sec-
tion 7.13, upen learning of any such claim, action, suit, proceeding, or investigation, shall notify the
applicable Centerior Indemnifying Party (but the failure so to notify a Centerior Indemnifying Party
shall not relieve it from any liability which it may have under this Section 7.13 except to the extent
such failure prejudices such party).

(iv) The Centerior Indemnified Parties as a group may retain only one law firm to represent
them with respect to each such matter unless there is, under applicable standards of professional
conduct, a conflict on any significant issue between the positions of any two or more Centerior
Indemnified Parties.

(c) For a period of six years after the Effective Tiroe, FirstEnergy shall cause to be maintained in
effect the current policies of directors’ and officers’ liability insurance maintained by Centerior (provided
that FirstEnergy may substitute therefor policies of at least the same coverage and amounts containing
terms and conditions which, in the aggregate, are no less advantageous than the current policies
maintained by Centerior with respect to its directors and officers) with respect to claims arising from
facts or events which occurred before the Effective Time to the extent available on commercially
reasonable terms; provided, however, that in no event shall FirstEnergy be required to expend, in order to
maintain or procure insurance coverage pursuant to this Section 7.13(c), any amount per annum in
excess of 200% of the aggregate premiums paid by Centerior in 1995 on an annualized basis for such
purpose.

(d) Ohio Edison and, from and after the Effective Time, FirstEnergy (each of Ohio Edison and
FirstEnergy, as the case may be, is referred to herein as an “Ohio Edison Indemnifving Party”) shall
indemnify, defend, and hold harmless each person who is now, or has been at any time prior to the date of
this Agreement or who becomes prior to the Effective Time, an officer, director, or employee of Ohio
Edison or any of its Subsidiaries (the “Ohio Edison Indemnified Parties™) against

(i) all losses, claims, damages, costs, expenses, liabilities or judgments or amounts that are
paid in settlement with the approval of the Ohio Edison Indemnifying Party (which approval shall
not be unreasonably withheld) of or in connection with any claim, action, suit, proceeding or
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investigation based in whole or in part on or ansing in whole or in part out of the fact that such
person is or was a director, officer or employee of Ohio Edison or any of its Subsidiaries, whether
pertaining to any matter existing or occurring at or prior to the Effective Time and whether asserted
or claimed prior to, or at or after, the Effective Time (the “QOhio Edison Indemnified Liabilities™),
and

(ii) all Ohio Edison Indemnified Liabilities based in whole or in part on, or arising in whole or
in part out of, or pertaining to this Agreement or the transactions contemplated hereby, in each case
to the full extent a corporation is permitted under applicable law to indemnify its own directors,
officers, and employees, as the case may be (and the applicable Ohio Edison Indemnifying Party will
pay expenses as incurred in advance of the final disposition of any such action or proceeding to each
Ohio Edison Indemnified Party to the full extent permitted by applicable law).

(e¢) ' Without limiting the foregoing, in the event any such claim, action, suit, proceeding, or
investigauon is brought against any Ohio Edison Indemnified Party (whether arising before or after the
Effective Time),

(A) the Ohio Edison Indemnified Parties may retain counsel satisfactory to them and
approved by the Ohic Edison Indemnifying Party, which approval shall not be unrcasonably
withheld,

(B) the Ohic Edison Indemnifying Party shall pay all reasonable fees and expenses of
such counsel for the Ohio Edison Indemnified Parties promptly as statements therefor are received,
and

(C) the Ohio Edison Indemnifying Party will use all reasonable efforts to assist in the
vigorous defense of any such matter.

(ii) However, no Ohio Edison Indemnifying Party shall be liable for any settlement of any
claim effected without its written consent, which consent shall not be unreasonably withheld.

(iii) Any Ohio Edison Indemnified Party wishing to claim indemnification under this Sec-
tion 7.13, upon learning of any such claim, action, suit, proceeding, or investigation, shall notify the
applicable Ohio Edison Indemnifying Party (but the failure so to notify an Ohio Edison Indemnify-
ing Party shall not relieve it from any liability which it may have under this Section 7.13 except to
the extent such failure prejudices such party).

(iv) The Ohio Edison Indemnified Parties as a group may retain only one law firm to represent
them with respect to each such matter unless there is, under applicable standards of professional
conduct, a conflict on any significant issue between the positions of any two or more Ohio Edison
Indemnified Parties.

(f) For a period of six years after the Effective Time, FirstEnergy shall cause to be maintained in
effect the current policies of directors’ and officers’ liability insurance maintained by Ohio Edison
(provided that FirstEnergy may substitute therefor policies of at least the same coverage and amounts
containing terms and conditions which, in the aggregate, are no less advantageous than the current
policies maintained by Ohio Edison with respect to its directors and officers) with respect to claims
arising from facts or events which occurred before the Effective Time to the extent available on
commercially reasonable terms; provided, however, that in no event shall FirstEnergy be required to
expend, in order to maintain or procure insurance coverage pursuant to this Section 7.13(f), any amount
per annum in excess of 200% of the aggregate premiums paid by Ohio Edison in 1995 on an annualized
basis for such purpose.

(g) The provisions of this Section 7.13 are intended to be for the sole benefit of, and shall be
enforceable by each Indemnified Party and his or her heirs and representatives.

7.14 Further Assurances. In case at any time after the Effective Time any further action is necessary
or desirable to carry out the purposes of this Agreement or to vest FirstEnergy or its Subsidiaries with full title
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to all properties, assets, rights, approvals, immunities and franchises of Ohio Edison and Centerior, the proper
officers and directors of Ohio Edison and Centerior shall take all such necessary action.

7.15 Tax Treatment. Ohio Edison and Centerior each agree to treat the Merger, as to Ohio Edison, as
a transfer within the meaning of Section 351(a) of the Code and, as to Centerior, as a reorganization within
the meaning of Section 368(a) of the Code.

7.16 Accounting Treatment. Ohio Edison and Centerior each agree to, and to cause FirstEnergy to,
account for the Centerior Merger on a purchase accounting basis in accordance with GAAP and applicable
SEC regulations.

7.17  Disclosure Schedules.
(a) On the date hereof,

(i) Centerior has delivered to Ohio Edison a Centerior Disclosure Schedule, accompanied by a
certificate signed by the chief financial officer of Centerior stating the Centerior Disclosure
Schedule is being delivered pursuant to this Section 7.17(a), and

(ii) Ohio Edison has delivered to Centerior an Chio Edison Disclosure Schedule, accompanied
by a certificate signed by the chief financial officer of Ohio Edison stating the Ohio Edison
Disclosure Schedule is being delivered pursr-at to this Section 7.17(a).

(b) The Centerior Disclosure Schedule and tie Ohio Edison Disclosure Schedule are collectively
referred to herein as the “Disclosure Schedules.”

(¢) (i) The Disclosure Schedules constitute an integral part of this 4 greement and modify the
respective representations, warranties, covenants or agreements of the parties hereto contained herein to
the extent that such representations, warranties, covenants or agreements expressly refer to the Disclosure
Schedules.

(ii)) Anything to the contrary contained herein or in the Disclosure Schedules notwithstanding, any
and all statements, representations, warranties or disclosures set forth in the Disclosure Schedules shall
be deemed to have been made on and as of the date herecf.

Disclosure of any matters in one part of the Centerior Disciosure Schedule or the Ohio Edison Disclosure
Schedule, any other Schedule hereto or in this Agreement shall be deemed to be a disclosure of such matters
in response to any other provision of this Agreement (including any other part of a Centerior or an Ohio
Edison Disclosure Schedule, as the case may be) to which such matter may be applicable.

7.18 Public Announcements. Subject to each party's disclosure obligations imposed by law, Ohio
Edisen and Centerior will cooperate with each other in the development and distribution of all news releases
and other public information disclosures with respect to this Agreement or any of the transactions
contemplated hereby and shall not issue any public announcement or statement prior to consultation with the
other party.

7.19 Employee Agreements. Ohio Edison and Cent=rior shall cause FirstEnergy and its Subsidiaries,
foliowing the Effective Time, to honor, without modification, all contracts, agreements, collective bargaining
agreements and commitments of the parties prior to or at the date hereof or made herein which apply to any
current or former employee or current or former director of the parties hereto; provided, however, that this
undertaking is not intended to prevent FirstEnergy or its Subsidiaries from enforcing such contracts,
agreements, collective bargaining agreements and commitments in accordance with tiieir terms, including,
without limitation, any reserved right to amend, modify, suspend, revoke or terminate any such contract,
agreement, collective bargaining agreement or commitment.
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7.20 Transition Management.

(a) As promptly as practicable after the date hereof, Centerior and Ohio Edison shall creawe a
special transition management task force (the “Task Force”) headed by Mr. Holland (or an individual
designated by him or by the Board of Directors of Ohio Edison) as Chairman with Mr. Farling (or an
individual designated by im or by the Board of Directors of Centerior) as Vice Chairman. Members of
the Task Force shall consist of representatives of Ohio Edison and Centerior as designated by the
Chairman in consultation with the Vice Chairman.

(b) The functions of the Task Force shall include

(i) to serve as a conduit for the flow of information and documents between the companies and
their subsidiaries as contemplated by Section 6.10,

(i1) to review and evaluate proposed exceptions to the restrictions on the conduct of business
pending the Merger set forth in Article VI, provided, however, that a consent by either Centerior or
Ohio Edison to an exception to the restrictions set forth in Article V1 shall be effective only if set
forth in a writing that describes in reasonable detail the actions proposed to be taken and that is
signed by Mr. Holland (or his designee) and Mr. Farling (or his designee),

(iii) development of regulatory plans and proposals, corporate organizational and management
plans, workforce combination proposals, and sucii other matters as they deem appropriate, and

(iv) to evaluate and recommend the manner in which best to organize and manage the
business of FirstEnergy after the Effective Time.

(¢) The Chairman of the Task Force, or his designee, shall be responsible for directing all activities
of the Task Force contemplated by this Section 7.20.

(d) From time to time, Mr. Holland shall report on such matters as he deems appropriate to the
respective board of directors of Centerior and Ohio Edison. After the date hereof and prior to the
Effective Time, Mr. Holland may attend meetings of Centerior's Board of Directors and Mr. Farling may
attend meetings of Ohio Edison’s Board of Directors.

ARTICLE Vil

CONDITIONS PRECEDENT

8.1 Conditions to Each Party’s Obligation To Effect the Merger. The respective obligation of each
party to effect the Merger shall be srbject to the satisfaction prior to the Closing Date of each of the following
conditions:

(a) Shareholder Approvals. This Agreement, and the transactions contemplated hereby, shall
have been approved and adopted by the affirmative vote of the holders of a majority of the outstanding
shares of Centerior Common Stock and by the affirmative vote of the holders of two-thirds of the
outstanding shares of Ohio Edison Common Stock.

(b) NYSE Listing The shares of FirstEnergy Common Stock issuable to holders of Centerior
Common Stock and Ohio Edison Common Stock pursuant to this Agreement and such other shares
required 1o be reserved for issuance in connection with the Merger shall have been authorized for listing
on the NYSE upon official notice of issuance.

(¢) Regulatory Approvals.

(i) Other than the filings provided for by Section 2.2, all authorizations, consents, orders or
approvals of, or declarations or filings with, or expirations of waiting periods imposed by, any
Governmental Entity the failure to obtain which would have a material adverse effect on FirstEnergy
and its Subsidiaries taken as a whole, shall have been filed, occurred or been obtained, as the case
may be, including but not limited to the FERC Approvals, the NRC Approvals, the SEC PUHCA
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Order, the Local Approvals, and the State Takeover Approvals and all applicable waiting periods, if
any, including any extensions thereof, under any applicable law, statute, regulations or rule, including
but not limited to the HSR Act, shall have expired or terminated.

(ii) (A) All such authorizations, consents, orders and approvals shall have become Final
Orders (as hereinafter definea) and such Final Orders (unless Ohio Edison and Centeric. shall have
agreed, by way of stipulation or otherwise, to the terms of such Final Order) shall not impose terms
or conditions which, in the aggregate, would have, or insofar as reasonably can be foreseen, could
have, a material adverse effect on the business, operations, properties, assets or condition (financial
or other) or results of cperations or prospects of FirstEnergy and its prospective subsidiaries taken as
a whole or which would be inconsistent with the agreements of the parties contained herein. It is
agreed that any condition that would require changes in the conduct of the respective retail
businesses in the retail service areas of The Cleveland Electric Illuminating Company, The Toledo
Edison Company or Ohio Edison will be considered material and adverse, unless waived in writing
by Centerior and Ohio Edison, which waiver shall rot be unreasonably withheld.

(B) A “Final Order” means action by the relevant regulatory authority which has not
been reversed, stayed, enjoined, set aside, annulled or suspended, with respect to which any waiting
period prescribed by law before the transactions contemplated hereby may be consummated has
expired, and as to which all conditions to the consummation of such transactions prescribed by law,
regulation or order have been satisfied.

(iii) FirstEnergy shall have received all permits and other authorizations necessary under the
Blue-Sky Laws to issue the FirstEnergy Common Stock in exchange for the Centerior Common
Stock and the Ohio Edison Common Stock and to consummate the Merger.

(d) S-4 Effective. The S-4 shall have become effective under the Securities Act and shall not be
the subject of any stop order, or proceec'ngs secking a stop order, under Section 8 of the Securities Act.

(¢) No Injunctii v or Restraints. No temporary restraining order, preliminary or permanent
injunction or other ¢  issued by any court of competent jurisdiction or other legal restraint or
prohibition (an “Imjunction”) preventing the consummatior. of the Merger, or materially changing the
transactions contemplated hereby, shall be in effect.

(f) Letter from Rule 145 Affiliates. FirstEr gy shall have received from each person named in
the letters from Centerior and Ohio Edison referred 10 in Section 7.7, an executed copy of an agreement
substantially in the form of Exhibit J hereto.

(g) Regulatory Order. Centerior Subsidiaries shall have received formal written approval, ¢
assurance of such approval, in a form reasonably acceptable to Ohio Edison and Centerior, from the
Public Utilities Commission of Ohio, with respect to the Regulatory Plan described in Section 8.1(g) of
the Centerior Disclosure Schedule.

(h) Dissenters' Rights. The number of shares held by Dissenting Holders shall not constitute more
than 10% of the number of issued and outstanding shares of Ohio Edison Common Stock in the case of
Ohio Edison shareholders or more than 10% of the number of issued and outstanding shares of Centerior
Common Stock in the case of Centerior shareholder:.

8.2 onditions to Obligations of Ohio Edison. The cbligation of Ohio Edison to effect the Merger is
subject to the satisfaction of each of the following conditions unless waived by Ohio Edison:

(a) Representations and Wurranties. Except as otherwise contemplated by this Agreement, the
representations and warranties of ~= . jor set forth in this Agreement shall be true and correct in all
material respects as of tie date 0. s Agreement (except to the extent such representations and
warranties speak as of an earlier date) and as of the Closing Date as though made on and as of the
Closing Date, and FirstEnergy and Ohio Edison shall have received a certificate signed on behalf of
Centerior by its chief executive officer and chief financial officer to such effect.

A-40



(b) Performance of Obligations of Centerior. Centerior shall have performed in all material
respects all obligations required to be performed by it under this Agreement at or prior to the Closing
Date, and FirstEnergy and Ohio Edison shall have received a certificate signed on behalf of Centerior by
its chief executive officer to such effect.

(¢) Tax Opinion. Ohio Edison shall have received an opinion, dated on or about the date of, and
referred to in, the $-4 and the Proxy Statement of Winthrop, Stimson, Putnam & Roberts, counsel to
Ohio Edison, which opinion may be based on appropriate representations of Centerior, Ohio Edison and
FirstEnergy which are in form and substance satisfactory to such counsel, and in form and substance
reasonably satisfactory to Ohio Edison, to the effect that

(i) the Merger will be treated for Federal income tax purposes, as to Ohio Edison, as a transfer
within the meaning of Section 351(a) of the Code and, as to Centerior, as a reorganization within
the meaning of Section 368(a) of the Code,

(ii) FirstEnergy and Centerior will each I'  party to such reorganization within the meaning
of Section 368(b) of the Code, and

(iii) no gain or loss will be recognized by Ohio Edison or Centerior shareholders that exchange
Ohio Edison Common Stock or Centerior Common Stock for FirstEnergy Common Stock in the
Merger (except as to fractional shares and dissenters).

(d) No Amendments 1o Resolutions. Neither the Board of Directors of Centerior nor any
committee thereof shall have amended, modified, rescinded or repealed the resolutions adopted by them
on September 13, 1996 (accurate and complete copies of which have been provided to Ohio Edison) and
shall not have adopted any other resolutions in connection with this Agreement and the transactions
contemplated hereby inconsistent with such resolutions.

(e) Righis Agreememi. Under the Centerior Rights Agreement, no “flip-in” or “flip-over” or
similar event commonly described in rights plans, or a Trigger Event as defined therein, shall have
occurred with respect to the Centerior Rights Agreement that would increase the number of shures of
FirstEnergy Common &+ % to be issued under the Merger, or the rights issued thereunder sliall not have
become nonredeemat

(f) Consents Under Agreemenis. Centerior shall have obtained the consent or approval of each
person (oth=r than the Government Entities referred to in Section 8.1(c) ), whose consent or approval
shall be required in order to permit Centerior to consummate the transactions contemplated hereby,
except those for which failue to obtain such consents and approvals would not, individually or in the
aggregate, have a material aaverse effect on

(i) the business, oper-tions, properties, assets, condition (financial or otherwise), business
prospects or the results of operations of FirstEnergy and its Subsidiaries taken as a whole or

{ii) the consummation of the transactions contemplated hereby
(any such material adverse effect being referred 1o as a “FirstEnergy Material Adverse Effect”).

(g) Centerior Material Adverse Effect.  Since June 30, 1996, there shall not have been any event
which constitutes a Centerior Material Adverse Effect.

(h) Ohio Edison Fairness Opinion. The fairness opinion letter delivered by the Ohio Edison
Fairness Advisor to Ohio Edison shall not, in good faith, have been withdrawn by the Ohio Edison
Fairness Advisor.

8.3 Conditions 10 Obligations of Centerior. The obligation of Centerior to effect the Merger is subject
to the satisfaction of each of the following conditions unless waived by Centerior:

(a) Representations and Warranties. Except as otherwise contemplate.” by this Agreement, the
representations and warranties of Ohio Edison set forth in this Agreement shall be true and correct in all
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matenz! respects as of the date of this Agreement (except to the extent such representations and
warranties speak as of an carlier date) and as of the Closing Date as though made on and as of the
Closing Date, and FirstEnergy and Centerior shall have received a certificate signed on behalf of Ohio
Edisen by its chief executive officer and chief financial officer to such effect.

(b) Performance of Obligations of Ohio Edison. Ohio Edison shall have performed in all material
respects all obligations required to be performed by it under this Agreement at or prior to the Closing
Date, and FirstEnergy and Centerior shall have received a certificate signed on behalf of Ohie Edison by
its chief executive officer to such effect.

(¢) Tax Opinion. Centerior shall have received an opinion, dated on or about the date of, and
referred to in, the S-4 and the Proxy Statement of Squire, Sanders & Dempsey, counsel to Centerior,
which cpinion may be based on appropriate representations of Ohio Edison, Centerior and FirstEnergy

\ich are in form and substance satisfactory to such counsel, and in form and substance reasonably
satisfactory to Centerior, to the effect that

(i) the Merger will be treated for Federal income tax purposes, as to Ohio Edison, as a transfer
within the meaning of Section 351(a) of the Code and, as to Center'or, as a reorganization within
the meaning of Section 368(a) of the Code,

(ii) FirstEnergy and Centerior will each be a party to such reorganization within the meaning
of Section 368(b) of the Code, and

{iii) no gain or loss will be recognized by Ohio Edison or Centericr shareholders that exchange
Ohio Edison Common Stock or Centerior Common Stock for Firstl nergy Common Stock in the
Merger (except as to fractional shares or dissenters).

(d) No Amendments 1o Resolutions. Neither the Board of Direciors of Ohio Edison nor any
committee thereof shall have amended, modified, rescinded or repealed the resoiutions adopted by the
Ohio Edison Board of Directors at a meeting duly called and held on September 13, 1996 (accurate and
complete copies of which have been provided to Centerior), and shall not have adopted any other
resolutions in connection with this Agreement and the transactions contemplated hereby inconsistent
with such resolutions.

(¢) Rights Agreemeni. Under the Ohio Edison Rights Agreement, no “flip-in" or “flip-over” or
similar event commonly described in rights plans, or a Trigger Event as defined therein, shall have
occurred with respect to the Ohio Edison Rights Agreement that would increase the number of shares of
FirstEnergy Common Stock to be issued under the Merger, or the rights issued thereunder shall not have
become nonredeemable.

(f) Consents Under Agreements. Ohio Edison shall have obtained the consent or approval of each
person (other than the Government Entities referred to in Section 8.1(c) ). whose consent or approval
shall be required in order to permit Ohio Edison to consummate the transactions contemplated hereby,
excent those for which failure to obtain such consents and approvals would not, individually or in the
aggregate, have a FirstEnergy Material Adverse Effect.

(g) Ohio Edison Material Adverse Effect. Since June 30, 1996, there shall not have been any
event which constitutes an Ohio Edison Material Adverse Effect.

(h) Centerior Fairness Opinion. The fairness opinion letter delivered by the Centerior Fairness
Advisor 1o Centerior shall not, in good faith, have been withdrawn by the Centerior Fairness Advisor.
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ARTICLE IX
TERMINATION AND AMENDMENT

9.1 Termination. At any time prior to the Lffective Time, whether before or after approval of the
matters presented in connectiorn with the Merger by the holders of Ohio Edison Common Stock or by the
holders of Centerior Common Stock, this Agreement may be terminated:

(a) by mutual written consent of Ohic Edison and Centerior;
(b) by either Ohio Edison or Centerior

(1) if there has been a material breach of any representation, warranty, covenant or agreement
on the part of the other set forth in this Agreement which breach has not been cured within ten (10)
business days following receipt by the breaching party of notice of such breach or adequate assurance
of such cure shall not have been given by or on behalf of the breaching party within such ten (10)
business day period, or

(i) if any permanent Injunction or other order of a court or other competent authority
preventing the consummation of the Merger shall have become final and nonappealable;

(¢) by Ohio Edison, upon two days' prior notice to Centerior, if, as a result of a Takeover Proposal
involving Ohio Edison or any of its Significant Subsidiaries, the Board of Directors of Ohio Edison
deiermines in good faith that its fiduciary obligations under applicable law require that such Takeover
Proposal be accepted, provided, however, that

(i) the Board of Directors of Ohio Edison shall have been advised in writing by outside counsel
that notwithstanding & binding commitment to consummate an agreement of the nature of this
Agreement entered into in the proper exercise of its applicable fiduciary duties, such fiduciary duties
would also require the Board to reconsider such commitment as a result of such Takeover Proposal;
and

(ii) prior to any such termination, Okio Edison shall, and shall cause its respective financial
and legal advisors to, negotiate with Centerior to make such adjustments in the terms and conditions
of this Agreement as would enable Ohio Edison to proceed with the transactions contemplated
herein;

(d) by Centerior, upon two days’ prior notice to Ohio Edison, if, as a result of a Takeover Proposal
involving Centerior or any of its Significant Subsidiaries, the Board of Directors of Centerior determines
in good faith that its fiduciary obligations under applicable law require that such Takeover Proposal be
accepted; provided, however, that

(i) the Board of Directors of Centerior shall have been advised in writing by outside counsel
that notwithstanding a binding commitment to consummate an agreement of the nature of this
Agreem:nt entered into in the proper exercise of its applicable fiduciary duties, such fiduciary duties
would also require the Board to reconsider such commitment as a result of such Takeover Proposal,
and

(ii) prior to any such termination, Centerior shall, and shall cause its respective financial and
legal advisors to, negotiate with Ohio Edison to make such adjusiments in the te'ms and conditions
of this Agreement as would enable Centerior to proceed with the transactions contemplated herein;

(¢) by either Ohio Edison or Centerior if the Merger shall not have been consummated before
June 30, 1998; provided. however, that the right to terminate the Agreement under this Sec-
tion 9.1(e) shall not be available to any party whose failure to fulfill any obligation under this Agreement
has been the cause of, or resulted in, the failure of the Effective Time to oc~ur on or before this date;

(f) by either Ohio Edison or Centerior if the required approval of the holders of Ohio Edison
Common Stock or the holders of Centerior Common Stock shall not have been obtained by reason of the
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failure to obtain the required approval upon a vote taken at a duly held meeting of shareholders or at any
adjournment thereof; or

(g) by either Ohio Edison or Centerior if any state or Federal law, order, rule or regulation is
adopted or issued, which has the effect, as supported by the written opinion of outside counsel, for such
party, of prohibiting the Merger.

9.2 Effect of Termination.

In the event of termination of this Agreement by either Centerior or Ohio Edison as provided in
Section 9.1, this Agreement shall forthwith become void and there shall be no Lability or obligation on the
part of Ohio Edison or Centerior or their respective officers or directors, except

(i) with respect to Sections 7.4(b), 7.10, 7.11 and 9.5, and

(ii) to the extent that such termination results from the willful breach by a party hereto of any
of its representations, warranties, covenants or agreements set forth in this Agreement.

9.3 Amendment.

This Agreement may be amended by the parties hereto, by action taken or authorized by their respective
Boards of Directors, at any time before or after approval of the metiers presented in connection with the
Merger by the holders of Ohio Edison Common Stock or the holders of Centerior Commeon Stock but, after
any such approval no amendment shal! be made which by law or applicable rule of the NYSE requires further
approval by such shareholders without such further approval.

9.4 Extension; Waiver.

(a) At any time prior to the Effective Time, the parties hereto, by action duly taken, may, to the
extent legally allowed,

(i) extend the time for the performance of any of the obligations or other acte of the other
parties hereto,

(ii) waive any inaccuracies in the representations and warranties contained herein or in any
document delivered pursuant hereto, and

(iii) waive compliance with any of the agreements or conditions contained herein.

(b) Any agreement on the part of a party hereto to any such extension or waiver shall be valid only
if set forth in a written instrument signed on behalf of such party.

9.5  Termination Fee, Expenses

(a) Termination Fee Upon Breach. If this Agreement is terminated 2t such time that this
Agreement is terminable pursuant to Section 9.1(b)(i) (other than solely pursuant w0 a non-curable
breach of a representation or warranty unless such breach was willful) by one of the parties but not the
other, then the breaching party shall promptly (but not later than five business days after receipt of notice
from the non-breaching party) pay, in addition to its own expenses, to the non-breaching party in cas’ an
amount equal to $10 million, pius cash in an amount equal to all documented out-of-pocket expenses and
fees incurred by the non-breaching party (including, without limitation. fees and expenses payable to all
legal, accounting, financial, public relations and other professional advisors) arising out of, in connection
with or related to the Merger or the transactions contemplated by this Agreement.

(b) Additional Termination Fee
(i) If
(A) this Agreement

(1) is terminated by any party pursuant to Section 9.1(c) or Section 9.1(d), or
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(11) is terminated by any party pursuant to Section 9.1(f) or is terminated as a result
of a party's material breach of Section 6.5, and

(B) at the time of such termination or prior to the meeting of such party’s shareholders
there shall have been a Takeover Proposal with respect to such party or any of its Significant
Subsidiaries which at the time of such termination or of the meeting of such party's
shareholders shall not have been

(I) rejected by such party and its board of directors, and
(11) withdrawn by the third-party offeror, and

{C) within two and one-half years of any such termination described in clause (A) above,
the party or its Significant Subsidiary which is the subject of the Takeover Proposal (the
“Target Party”) becomes a subsidiary of such third-party offeror or a subsidiary of an affiliate of
such third-party offeror or accepts a written offer to consummate or consummates a Business
Combination with such third-party offeror or affiliate thereof,

then such third-party offeror, together with its affiliates, on the one hand, will, at the closing (and as a
condition to the closing) of such Target Party so becoming a subsidiary or of such Business Combination,
pay to the other party hereto a termination fee equal to $55,000,000 in cash, plus cash in an amount equal
to all documented out-of-pocket expenses and fees incurred by such other pasty (including, without
limitation, fees and expenses payable to all legal, accoun:ing, financial, public relations and other
professional advisors) arising out of, in connection with or related to the Merger or the transactions
contemplated by this Agreemaznt.

(ii) For purposes of this Agreement, a “Business Combination” shall mean any merger, sale of
a material portion of assets or other business combination.

(¢) Rights, Expenses.

(i) The successful exercise of the rights under this Section 9.5 shall constitute an election of
remedies, but the existence of such rights shall not constitute an election of remedies or in any way
limit or impair a party's right to pursue any other remedy against the other party to which it may be
entitled under this Agreement, at law or in equity, or otherwise,

(ii) The parties agree that the agruements contained in this Section 9.5 are an integral part of
the transactions contemplated by the Agreement, that the damages that would be suffered by a party
upon breach of this Agreement by the other party are inherently insusceptible of calculation, and
that the agreements contained in this Section 9.5 therefore constitute liquidated damages and not a
penalty.

(iii) If one party fails to pay promptly to the other any fee due hereunder, the defaulting party
shall pay the costs and expenses (including legal fees and expenses) in connection with anv action,
including the fling of any lawsuit or other legal action, taken to collect payment, together with
interest on the amount of any unpaid fee at the publicly announced prime rate of Citibank, N.A,
from the date such fee was required to be paid.

ARTICLE X
GENERAL PROVISIONS

10.1  Nonsurvival of Represeniations and Warranties. None of the representations and warranties in
this Agreement or in any instrument delivered pursuant to this Agreement shall survive the Effective Time.

10.2 Further Assurances Each party will execute and deliver all such further documents and
instruments and take all such further action as may be necessary in order to consummate the transactions
contemplated hereby.
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10.3 Notices. Any notice or communication required or permitted hercunder shall be in writing and
cither delivered perscnally or telecopied (with confirmation of receipt) or sent by certified or registered mail,
postage pr-naid, and shall be deemed to be given, dated and received when so delivered personally or
telecopied (with confirmation of receipt) or, if mailed, five business days after the date of mailing to the
following address or telecopy number, or to such other address or addresses as such person may subsequently
designate by notice given hereunder.

(a) if to Ohio Edison, to

Ohio Edison Company
76 South Main Street
Akron, OH 44308

Telecopy: (330) 384-5922
Telephone: (330) 384-5973

Attention: Anthony J. Alexander

with a copy te

Winthrop, Stimson, Putnam & Roberts
One Battery Park Plaza
New York, NY 10004

Telecepy: (212) 858-1500
Telephone: (212) 858-1000

Attention: John H. Byington, Jr.

(b) if to Centeror, to

Centerior Energy Corporation
P.O. Box 94661
Cleveland, Ohio 44101-466]

Telecopy: (216) 447-2592
Telephone: (216) 447-3121

Attention: Terrence G. Linnert

with & copy to

Squire, Sanders & Dempsey
4900 Key Tower
Cleveland, OH 44114

Telecopy: (216) 479-8780
Telephone: (216) 479-8500

Attention: Gordon S. Kaiser

10.4 [Interpretation

(a) When a reference is made in this Agreement to Sections, such reference shall be to a Section of
this Agreement unless otherwise indicated.
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(b) Whenever the words “include”, “includes” or “including” are used in this Agreement, they
shall be deemed to be followed by the words “without limitation”.

(c) The phrase “made available” in this Agreement shall mean that the information referred to has
been made available if requested by the party to whom such information is to be made available.

10.5 Descriptive Headings. The descriptive headings herein are inserted for convenience of reference
only and are not intended to be part of or to affect the meaning or interpretation of this Agreement.

10.6 Counterparts. This Agreement may be executed in two or more counterparts, all of which shall
be considered one and the same agreement and shall become effective when two or more counterparts have
been signed by each of the parties and delivered to the other parties, it being understood that all parties need
not sign the same counterpart.

10.7 Entire Agreement. This Agreement (including the documents and the instruments referred to
herein) and the Confidentiality Agreement constitute the entire agreement and supersedes all prior agree-
ments and understandings, both written and oral, among the parties with respect to the subject matter hereof.

10.8 No Third Party Beneficiaries. Except as provided in Section 7.13 (which covenants shall be
enforceable by the persons affected thereby following the Effective Time), this Agreement (including the
documents and the instruments referred to herein) is not intended to confer upon any person other than the
parties hereto any rights or remedies hereunder.

109 Governing Law. This Agreement shall be governed and construed in accordance with the internal
substantive laws of the State of Ohio without regard to any applicable conflicts of law.

10.10 Severability.

(a) The invalidity or unenforceability of any provision of this Agreement shall not affect the validity
or enforceability of the other provisions of this Agreement, which shall remain in full force and effect.

(b) In the event any court or other competent authority holds any provision of this Agreement to be
null, void or unenforceable, the parties hereto shall negotiate in good faith the execution and delivery of
an amendment to this Agreement in order, as nearly as possible, to effectuate, to the extent permitted by
law, the intent of the parties hereto with respect to such provision.

10.11  Publicity. Except as otherwise required by law or the rules of the NYSE, so long as this
Agreemunt is in effect, neither Centerior nor Ohio Edison shall, or shall permit any of their respective
Subsidiaries to, issue or cause the publication of any press release or other public announcement with respect
to the transactions contemplated by this Agreement without the consent of the other party, which consent
shall not be unreasonably withheld.

10.12 Binding Effect. This Agreement shall be binding upon and inure to the benefit of and be
enforceable by the parties hereto and their respective successors and permitted assigns.

10.13  Assignment. Neither this Agreement nor any of the rights, interests or obligations hereunder
shall be assigned by any of the parties hereto (whether by operation of law or otherwise) without the prior
written consent of the other parties.

10.14 Amendments, Waiver This Agreement may be amended by the parties hereto and the erms
and conditions hereof may be waived only by an instrument in writing signed on behalf of each of the parties
hereto, or, in the case of a waiver, by an instrument signed on behalf of the party waiving compliance.
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IN WITNESS WHEREOF, Ohio Edison and Centerior have caused this Agreement to be signed by
their respective officers thereunto duly authorized, all as of the date first above written.

CENTERIOR ENERGY CORPORATION OHIO EDISON COMPANY
By: /s/ ROBERT J. FARLING By: /s/ WiLLarD R. HOLLAND
Name: Robert J. Farling Name: Willard R. Holland
Title: Chairman, President Title: President and Chief

and Chief Executive Officer Executive Officer
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