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Randy Scilla 330-384-5202
Assistant Treasurer March 28, 2001 Fax: 330-384-3772

PY-CEI/NRR-2554L
DB-No.-2698 A
BV-No. L-01-035

Mr. Ira Dinitz

U.S. Nuclear Regulatory Commission
Office of Nuclear Reactor Regulation
Washington, D.C. 20555

Dear Mr. Dinitz:

Re: Docket Nos. 50-346, 50-440, 50-412, 50-334
Retrospective Premium Guarantee

FirstEnergy Corp. (parent of The Cleveland Electric Illuminating
Company, The Toledo Edison Company, Ohio Edison Company, and
Pennsylvania Power Company) hereby provides the documents described below as
evidence of its guarantee of the retrospective premiums which may be served
against the Davis-Besse Unit No. 1 ($10,000,000), Perry Unit No. 1
($10,000,000), Beaver Valley Unit No. 1 ($10,000,000) and Beaver Valley Unit
No. 2 ($10,000,000) reactor licenses, per Section 140.21 of 10 CFR Part 140.

(1) FirstEnergy Corp. Annual Report for 2000

(2) A 2001 Internal Cash Flow Projection for FirstEnergy Corp.
certified by the Assistant Treasurer of the Company.

Very truly yours, -
_ /"ﬁ . v ' Z )

cl ce: S, P. Sands, DB-1 NRC/NRR Senior Project Manager
K. S. Zellers, DB~1 NRC Senior Resident Inspector
USNRC Document Control Desk

Utility Radiological Safety Board

Enclosures

HASTUFRRS\LETTERS\NRC-3-00.doc



FIRSTENERGY CORP.

2001 INTERNAL CASH FLOW PROJECTION
FOR DAVIS-BESSE UNIT NO. 1, PERRY UNIT NO. 1,
AND BEAVER VALLEY UNIT NOS. 1 AND 2 NUCLEAR POWER PLANTS

(Dollars in Thousands)
2000
Projected
Cash Flows:
Retained Eamnings, Depreciation and Amortization $1,111,000
Deferred Income Taxes and
Investment Tax Credits (120,000)
Allowance for Funds Used ’ (15,000)
During Construction and ‘
Carrying Charges
Deferred Operating Expenses (23,000)
Net Cash Flows $999.000
Internal Cash Flow $999.000
Average Quarterly Cash Flow $249.750
Percentage Ownership in Units:
Davis-Besse Unit No. 1 100.00%
Perry Unit No. 1 100.00%
Beaver Valley Unit No. 2 100.00%
Beaver Valley Unit No. 1 100.00%
Maximum Total Contingent Liability $40,000
CERTIFICATION

I, Randy Scilla, Assistant Treasurer of FirstEnergy Corp., hereby certifies that the foregoing Internal Cash
Flow Projection for calendar year 2001 is derived from reasonable assumptions and is a reasonable

estimate.

3/26/01 %\@%Kﬁvﬂ
Date R4ndy Scilla

Shr Tres\Financial Studies\imm\NRC Filing-cl.doc or
CAL\NRC-Filing-ci.doc



REPORT SUMMARY

PAP-1604
Report Title: Report Number: P-013
Annual Retrospective Premium Guarantee for Perry and Davis-Besse and Beaver Valley 2
To.  Corporate Risk Management (J.E. Spencer/J. Maruili, FE 7th Floor) Date:  2/5/01 Responsible Organization:
Regutatory Affairs (L. Strauss, DB 3065) Treasury

Regulatory Affairs (P. Johnson)

Start Date:  2/5/01 Submit To RAS Date: Final Due Date: 3/15/01

Report Content/Format Instructions:
Licensee shall report to the NRC evidence of Its guarantee of retrospective premiums currently maintained and the sources of this insurance or guaranteed financial

protection for each nuclear reactor.
Timing/Method:
Required annually on the anniversary date on which the indemnity agreement was first effective (3/18/86 - Receipt of OL)
References:
10CFR140.21, Licensee Guarantees of Payment of Deferred Premiums
COMMENTS:
This report is prepared by the FE treasurer. This report covers DB Unit 1, BV2 and Perry 1.
Required Distribution:
1 Mr. Ita Dinitz, USNRC  Original 2 DB Regutatory Affairs, L. Strauss (DB3065) 1 - Copy 3 Document Control Desk 1 - Copy
Office of Nuclear Reactor Regulation US NRC
Washington, OH 20555 Washington, DC 20555
4 Senior Resident Inspector - Perry 1 - Copy § Senior Resident Inspector - Stanley Stasek, DB4030  1- Copy 8 USNRC, Allen G. Hansen 1 - Copy
One White Flint North
11555 Rockville Pike MS 13E21

Rockville, MD 20852

The following information is provided to assist you in the preparation of the Regulatory required report shown above.
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CORPORATE PROFILE &

FirstEnergy Corp. is a diversified energy services holding company headquartered in Akron, Ohio. Its electric | ]
utility operating companies — Ohio Edison and its Pennsylvania Power subsidiary, The Illuminating '

Company and Toledo Edison — comprise the nation’s tenth largest investor-owned electric system, serving

2.2 million customers within 13,200 square miles of northern and central Ohio and western Pennsylvania.

FirstEnergy subsidiaries and affiliates provide a wide range of energy and energy-related products and
services, including the generation and sale of electricity; exploration and production of oil and natural gas;
transmission and marketing of natural gas; mechanical and electrical contracting and construction; energy

management; telecommunications; and e-commerce. e *

ErLecTrICc UTILITY OPERATING COMPANIES

Ohio Edison Company, Akron, OH )
Pennsylvania Power Company, New Castle, PA
B The Hluminating Company, Cleveland, OH
B Toledo Edison Company, Toledo, OH

ASSETS AND OTHER OPERATIONS CONTENTS |
i Drilling rights to nearly one million acres : Message to Shareholders 2 E
@ Natural gas and oil operations Year in Review 4
" Facilities Services Group companies ~ Management and Directors 14
[ Deregulated states where we are selling electricity Management’s Discussion and Analysis 18

Sharcholder Information 49
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FINANCIAL HIGHLIGHTS
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Earnings Per Share Book Value Per Share
*Before extraordinary charge

2000 1999

(Dollars in thousands, except per share amounts)

Total revenues $7,028,961 $6,319,647
Net income $598,970 $568,299
Earnings per common share $2.69 $2.50
Return on average common equity 13.0% 12.7%
Dividends per common share $1.50 $1.50
Book value per common share $21.29 $20.22
Common equity to total capitalization 41.5% 39.8%
Cash provided by operating activities $1,507,826 $1,488,306

MI1SSION STATEMENT STRATEGY

STRATEGIC VISION

FirstEnergy will be the leading
regional retail encrgy and related
services supplier; the preferred choice
for total customer solutions;
shareholders’ choice for long-term
growth and investment value; and
a Company that is driven by the
skills, diversity, flexibilicy and
character of its employees.

FirstEnergy will provide competi-
tively priced, high-quality products
and value-added services in:
« Energy sales and services
* Energy delivery
* Power supply
* Regulated and unregulated
supplemental services related
to our core business

To achieve our vision we will:

» Maximize the value of
core operations

* Position the Company for profitable
growth in related areas

* Maximize value retention during
the transition to competition

* Increase financial flexibility and
investor confidence



MESSAGE TO SHAREHOLDERS

Enhancing value through strategic growth. Thar best
captures FirstEnergy’s progress in 2000 as we
continued to expand our presence and improve our
competitiveness in the energy marketplace.

Most notably, shareholders overwhelmingly approved
our pending merger with Morristown, New Jersey-
based GPU, Inc., in November. Upon completion —
which we hope will occur during the second quarter of
this year — the merger will nearly double our annual
revenues to more than $12 billion, and will move us
closer to achieving our vision of becoming the leading
retail energy and related services supplier in the
northeast quadrant of the U.S., our targeted region for
growth.

With the nation’s sixth largest investor-owned electric
utility system, based on 4.3 million customers served;
contiguous transmission systems; and a 37,000-square-
mile service area in Ohio, Pennsylvania and New
Jersey, this combination will greatly expand our
market for electricity, natural gas, telecommunications
and other energy-related products and services.

The merger will help give us the size and scope we
need to succeed in our changing business. It is expected
to be accretive to earnings immediately upon comple-
tion, and to improve our earnings growth from what it
otherwise would have been on a stand-alone basis.

Growth will be driven in part by strategic advantages,
including anticipated annual cost savings of approx-
imately $150 million through improved operating
efficiencies and the elimination of duplicate activities.

To make sure we begin capturing the benefits as soon
as the merger is completed, some 200 employees from
both companies are reviewing operations and
identifying strategies and best practices.

We're committed to making this a great success.
Capturing the synergies offered by the merger will
further enhance our financial and operational perfor-
mance — areas where we made steady progress in 2000.

DELIVERING STRONGER EARNINGS
We earned $599 million, or $2.69 per share of

common stock, for the year, a 7.6 percent increase
compared with earnings of $2.50 per share, or
$568 million, in 1999. A $96-million reduction in fuel
costs; the addition of 14,000 new electricity customers
in our regulated service area; increased power sales to
customers in unregulated energy markets; and a new
generation output record by our power plants
contributed to stronger earnings performance in 2000.

During the year, FirstEnergy retired, refinanced or
repriced long-term debt totaling $927.7 million,
which will produce annual interest savings of
$31.9 million. We also repurchased 6.5 million shares
of common stock in 2000 - reaching a total of
12.5 million shares — under our program to buy back
up to 15 million shares during a three-year period that
runs through 2001.

COMPETING IN OHIO

Stronger financial performance and approval of our
transition plan by the Public Utilities Commission of
Ohio are enhancing our competitive position in the
state, which opened the electric generation business to
competition on January 1, 2001.

Our transition plan ~ which established the frame-
work for how we're operating in Ohio — gives us the
opportunity through 2008 to recover $6.9 billion in
transition costs — past expenses we incurred in the
regulated environment. Our ability to recover these
costs was a key reason why the investor services firms
of Moody’s and Fitch upgraded the debr ratings of our
electric utility operating companies in 2000.

Ohio’s competitive electric market poses new chal-
lenges for our Company, including meeting a target
that calls for 20 percent of our electric customers to
switch to new suppliers during the next five years.
We're confident that we'll achieve that mark, in part
because we've helped jump-start competition under an
innovative plan through which we are selling — at
established prices — 1,120 megawatts of power
through 2005 to other suppliers and aggregarors for
sale to our customers.



In addition, customers who choose our unregulated
FirstEnergy Services subsidiary as their new supplier
count toward the switching target. By the end of the first
quarter of this year, we expect that approximately
150,000 of our electric utility customers will switch to
new suppliers — including some 100,000 to
FirstEnergy Services, which is building on a successful
track record in other unregulated electricity markets.

ExPANDING MARKETS

FirstEnergy Services also serves electricity customers in
Pennsylvania, New Jersey, Delaware and Maryland.
And, its selling other products and services as
well, including natural gas, adding nearly 140,000
customers in 2000. The merger with GPU will help
further expand the market for our diverse mix of

products and services.

While electricity remains our core business, growth in
other areas is important because adding new sources of
revenues will help replace revenues we'll lose in Ohio’s
competitive market. In fact, in 2000 we more than
tripled our natural gas revenues to $582 million and
increased our Facilities Services Group revenues by
12 percent to $563 million.

LEARNING FROM CALIFORNIA

We're well positioned for success in Ohio’s deregulated
electricity marker, which is governed by rules far
different than those in California, where electricity
shortages and price spikes are plaguing that state’s
deregulated market. Ohio also has an adequate supply
of electricity in the near term, unlike California, which
has added little capacity in recent years — despite signifi-
cant increases in customer demand.

Since 1998, Ohio regulators have approved plans to
add approximately 5,700 megawatts of new generating
capacity, and are considering applications for the
installation of an additional 8,500 megawatts of
capacity. However, most of this proposed generation is

comprised of natural-gas-fired peaking units, so it’s
unclear how much actually will be built because of
price volatility in the gas market.

As a result, during Ohio’s five-year transition to full
competition, its important that the government
provide incentives, not disincentives, for adding new
generation in the region to meet growing customer
demand and eventually to replace existing base-load
power plants. Also, the government needs to take a more
consistent approach to environmental regulations. Our
industry should not be subjected to ongoing changes
in how the Clean Air Act is interpreted by the U.S.
Environmental Protection Agency, affecting plants that
provide much of our region’s electricity supply.

ENHANCING YOUR INVESTMENT

We cannot predict the future impact of competition.
However, we remain focused on running our
Company as efficiently as possible, and we continue to
explore new business opportunities that complement
our market strategy.

We're proud of our progress. And, with your ongoing
support and the hard work of our dedicated
employees, we'll continue increasing the competitive-
ness of your Company and enhancing the value of

your investment.

Sincerely,

K

H. Peter Burg
Chairman and Chief Executive Officer

March 12, 2001
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Competing in Ohio’s
Electric Industry and Other
Unregulated Markets

After years of debate and preparation, Ohio opened its
electric generation business to competition in January
2001,

The state’s deregulation law gives Ohioans — including
customers of our subsidiaries, Ohio Edison, The
Hluminating Company and Toledo Edison — the
option of buying their electricity from suppliers other
than their local electric companies.

The deregulated marketplace poses new challenges to our
Company, but also presents growth opportunities. For
instance, while rules governing how we operate in Ohio
include a target that calls for 20 percent of our customers
to switch to new suppliers during the next five years,
they also enable our unregulated FirstEnergy Services
subsidiary to add customers inside and outside our

traditional service area.

We're confident that the unregulated sale of electricity
— and other energy and related products and services —
will help cover lost revenues from our traditional

electric business.

CONTINUING TO GROW OUR
UNREGULATED OPERATIONS

FirstEnergy Services is building on a successful track
record, with more than 130,000 electric customers in
Ohio, Pennsylvania, New Jersey, Delaware and Maryland.
Customers include JCPenney and Kroger facilities, and
hundreds of local government accounts.

FirstEnergy Services is part of our new competitive
business unit, under which we've consolidated many of
our unregulated activities. In addition to electricity,
FirstEnergy Services sells a variety of energy and
energy-related products and services, including natural
gas, mechanical and electrical contracting and tele-

communications.
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Our unregulated operations produced revenues of
$1.6 billion in 2000, including $582 million from our
natural gas operations. That's more than triple the
natural gas revenues generated in 1999. And, we've
added nearly 140,000 residential and small business
natural gas customers in Ohio, bringing our total number
of retail natural gas customers to more than 170,000.

As one of the largest natural gas producers in the
Appalachian Basin, our resources include more than
7,900 oil and gas wells, drilling rights to nearly one
million acres, 4,800 miles of pipelines and proved
reserves of 480 billion cubic feet equivalent of natural

gas and oil.

Our Facilities Services Group also posted an increase
in revenues to $563 million in 2000, compared
with approximately $500 million in 1999. Its
11 companies, which provide a variety of mechanical
and electrical contracting and construction services,
continue to serve an impressive list of customers,
including Kodak, Xerox, Toyota and Nabisco.

ENTERING OTHER
COMPETITIVE BUSINESSES

We're also expanding our telecommunications activ-
ities. For example, our FirstEnergy Telecommunications
subsidiary has been certified by the state of Ohio to sell
advanced communications services to retail and

wholesale customers.

By tapping our existing fiber-optic nerwork, FirstEnergy
Telecommunications will support the efforts of
FirstEnergy Services by targeting customers wich high
demand for data transfer services, such as banks,
universities, hospitals and other telecommunications
companies. We've also entered the telecommunications
business on other fronts through our ownership
interests in two enterprises — America’s Fiber Network,
LLC, (AFN), and First Communications.



§ Exploring new business

opportunities

in competitive markets

FROM TOP LEFT: FirstEnergy Services now

SCIVeS as eNergy manager for The University
of Akron; an operaror at our Firse Commu-
nications affiliate; construction of a new
natural-gas-fired peaking unig monitoring
operations at the Perry Nuclear Power Plant.



AFN is a high-speed, fiber-optic based network services
provider that is being positioned to reach one-third of
the nation’s wholesale telecommunications market,
serving customers such as Internet service providers,
local and long-distance telephone companies and
wireless communication companies. Upon completion
of the merger with GPU, which also has an interest in
AFN, well own more than 30 percent of the venture
and its 140,000 fiber miles. AFN complements our
ownership position in First Communications, a
provider of long-distance telephone, data and Internet
services, with 40,000 customers and offices in Akron,
Chicago and Indianapolis.

We also own an interest in another venture called
Pantellos Corporation, which we co-founded in 2000
with 20 other energy and utility companies, including
GPU. This independent, for-profit enterprise is
operating an Internet marketplace for buyers and
sellers in the $130-billion energy market. It provides
companies in the energy industry and their suppliers
with a centralized location for the purchase of goods
and services, from transformers and wire to turbines
and equipment repairs.

MEETING OUR CUSTOMERS’
ENERGY NEEDS

Our diverse mix of products and services is at the core of
a growing number of master energy services agreements
our FirstEnergy Services subsidiary is signing with large
public and private sector customers, under which we
provide comprehensive energy and related services.

For instance, FirstEnergy Services is now the energy
manager for the Cleveland-based National City Corp.,
an $85-billion financial holding company. Under the
long-term contract, we're helping the company secure
competitive prices for electricity, natural gas and
energy-efficiency projects for 1,300 branches,
operations centers and other facilities throughout its
six-state region. FirstEnergy Services also is serving as
energy manager for other organizations, including

Kent State University and The University of Akron.
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IMPROVING POWER
PLANT PERFORMANCE

2000 marked another year of milestones by our power
plants, which are supplying electricity to our regulated
and unregulated customers.

Our plants set an all-time record for their highest level of
output — 69.7 million megawatt hours. Our largest plant,
Bruce Mansfield, generated a record 16.4 million
megawatt hours — nearly 24 percent of our total
generation. And, our Beaver Valley, Davis-Besse, and
Perry nuclear plants recorded a 21-percent increase in
generation output.

Other accomplishments included Beaver Valley's
refueling outage completion in just 32 days, the
shortest in the plant’s history; and Perry’s completion
of one of the best operating years since starting up in
1987, including achieving an availability factor of
nearly 97 percent.

Plant employees also posted impressive safety records.
For example, during the year, Davis-Besse and Mansfield
plant employees reached the 4 million and 2.5 million
hour marks, respectively, without a lost-time accident.

And, our Occupational Safety and Health Adminis-
tration (OSHA) incident rate of 1.54 per 100 electric
utility employees — a 7-percent improvement
compared with 1999 — ranks us among our industry’s
leaders in safety.

These accomplishments are important because they
contribute to the safe and efficient operation of our
plants, which — with competition in effect — is more
important than ever. We'll rely even more on the skills
and expertise of plant employees as we work to meet
the needs of our expanded service area upon
completion of our merger with GPU.

In addition to our some 12,000 megawatts of capaciry,
we're adding 425 megawatts from new natural-
gas-fired peaking plants this year, and another 340
megawatts by the summer of 2002. With our existing
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FROM TOP LEFT: Maintenance at a trans-
mission tower; our state-of-the-arc Call
Center in Akron; a transmission substation;
production of our new unbundled clectric
bill, which provides more details to help

customers make shopping decisions.

Focusing on the | . 1 .
reliability

of our electric service




and planned generation resources — and our expertise
in securing and managing cost-competitive, short- and
long-term power-supply agreements — were confident
we can meet the increased power supply needs of our

customers.

However, as evidenced by electricity shortages in
California and other states, it is critical that new
generating capacity be built in the region to meet
growing customer demand and to eventually replace
existing base-load power plants.

Continuing to Improve
our Transmission and
Distribution Businesses

While we've diversified into other energy-related areas,
electricity remains our core business. And, regardless of
whether customers of our Ohio electric utility
operating companies switch suppliers under the state’s
deregulation law, our still-regulated transmission and
distribution businesses will continue to deliver power
and provide other services, such as meter reading,
billing and service maintenance and repairs.

Competition in Ohio’s electric generation business is
being phased in during a five-year market development
period, through 2005. It is designed to provide an
adequate amount of time for competition to develop
and to educate consumers, who are protected during
this period from volatile price fluctuations through

rate caps.

The market development period also marks the
beginning of transition cost recovery for our electric
operating companies. These costs reflect expenses
incurred to serve customers in a regulated environment.
Under our state-approved transition plan, our operating
companies have the opportunity to recover $6.9 billion
through 2008. Recovery of these costs provides us with
the cash needed to pay down related debr.

o 99

00

Net Incame (Millions)
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IMPROVING CUSTOMER SERVICE

As part of our ongoing commitment to provide
superior customer service, we spent approximately
$120 million on transmission and distribution
improvements, including new substations, overhead
and underground lines and equipment designed to
enhance circuit reliability.

We're also continuing to use Internet technology to
malke it easier for customers to do business with us. Our
Customer Care site, wwuw.firstenergycorp.com, offers
customers the opportunity to pay their bills online;
request service connection or disconnection; enter
meter readings; and access energy efficiency tips and
electric deregulation information.

And, our high-tech Interactive Voice Response System
is enabling our customer service representatives to
respond faster to customer calls. This provides a
tremendous value, especially when severe weather
occurs. For example, when hurricane-force winds
caused power outages for nearly 300,000 of our
electric customers last December, the system helped
crews track more quickly the location of downed poles
and power lines. As a result, service was restored to
90 percent of those customers within 24 hours.

We've also designed a new bill format that itemizes
generation, delivery and transition charges, as well as a
price to compare, which customers can use to shop for
other suppliers. In doing so, we met rules that require
our electric operating companies to unbundle the price
of electricity to reflect the cost of regulated and

unregulated services.

REPOSITIONING OUR
TRANSMISSION BUSINESS

In 2000, we made significant progress in positioning
our transmission operations to succeed in the
competitive market, including transferring $1.2 billion
in transmission assets to a new subsidiary, American

Transmission Systems, Incorporated. The subsidiary



Providing

customers
with affordable electricity while

protecting the environment

FROM TOP ILEFT: We support parks and

nature preserves that contribute to the quality
of life in our service arca; major high-voltage
facilities, including transmission towers, arc
now part of our new American Transmission
Systems, Incorporated, subsidiary; low-
NOx burners at our Sammis Plant; skyline of
Toledo, home of our Toledo Edison sub-

sidiary; nspection of a power plant generator. g




owns and operates our major high-voltage transmission
facilities — approximately 7,100 circuit miles of trans-
mission lines with voltages of 69 kilovolts and higher,
37 interconnections with 6 neighboring utilities and
approximately 120 transmission substations.

The transfer was the first step toward our participation
in a regional transmission organization that meets a
Federal Energy Regulatory Commission (FERC)
mandate that transmission systems be operated
separately from power plants in order to ensure non-
discriminatory access to the transmission grid. We
formed such an organization — called the Alliance
Regional Transmission Organization (RTO) — along
with American Flectric Power, Consumers Energy,
Detroit Edison and Dominion Virginia Power.

Approved by FERC in January 2001, the Alliance
RTO will operate — and ultimately could own — the
transmission systems of participating companies.
Ameren, Commonwealth Edison, Dayton Power &
Light, Ilinois Power and Northern Indiana Public
Service Company also have signed the Alliance RTO
agreement. The Alliance RTO — expected to be oper-
ational in late 2001— will be the country’s largest

independent RTO.

Protecting the Environment

We continue to demonstrate our commitment to pro-
tecting the environment while providing our customers
with a reliable and affordable electricity supply.

By restructuring our generation portfolio and investing
nearly $1.5 billion in new environmental protection
systems and emerging technologies, in the last decade
alone we've reduced emissions of nitrogen oxides
(NOx) by 60 percent and sulfur dioxide (SO2) by
57 percent.

2429 6477
Power Plant Emissions 976
(Tons in Thousands)
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Nitrogen Oxides

Our environmental stewardship does not stop there.
We continue working to further reduce emissions. In
2000, we installed low-NOx burners at our 2,233-
megawatt W. H. Sammis Plant that will cut NOx
emissions at the plant to less than half of 1990 levels.
We're also installing other equipment to reduce NOx
emissions at our largest coal-fired generating units.

Despite these and other environmental protection
efforts, legal action is pending against more than
40 plants in the Midwest and South, including our
Sammis Plant, by the U.S. Environmental Protection
Agency. The agency claims that routine maintenance,
repairs and replacements of plant equipment triggered
provisions of the Clean Air Act that require additional
environmental controls — an unprecedented inter-
pretation of the law.

We've spent a total of $4.6 billion on environmental
protection efforts since passage of the Clean Air Act,
and remain confident that all our plants — including
Sammis — are in compliance.

ExpLORING NEw ENVIRONMENTAL
PROTECTION MEASURES

We continue to explore new ways to minimize the
impact of our plants on the environment. For example,
we're testing a new air emission reduction technology
designed to simultaneously cut emissions of NOx,
SO3, fine particulate matter, mercury and other
substances, at our R. E. Burger Plant. We intend to
further test this technology on a larger scale at another
of our coal-fired power plants.

Developed by New Hampshire-based Powerspan Corp.,
this technology — Electro-Catalytic Oxidation™ — breaks
down gases that result from the combustion of coal
into compounds that can be captured as by-products
in electrostatic precipitators, a lower-cost control
option that can also produce commercial-grade
sulfuric and nitric acids.
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Helping make our ..
communities

better places to live and work

»woo
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RECYCLING PROJECTS

Were developing uses for recycled materials. In fact,
we've started operation of a new circulating fluidized bed
boiler at our Bay Shore Plant that is reducing fuel costs
and emissions by using a by-product, petroleum coke,
from the neighboring BP Oil Toledo Refinery as fuel.
The boiler is generating low-cost steam to make electri-
city at our plant and petroleum products at the refinery.

In addition, we’re continuing to supply by-products
from the air-quality-control system at our Bruce
Mansfield Plant to produce wallboard at a state-of-the-
art facility adjacent to the plant.

Supporting our
Communities

While our Company has changed significantly, our
commitment to supporting the communities we
serve has not. We continue to support economic
development efforts in our communities through
programs that promote the location, retention and
expansion of businesses in our service area. For
example, through Export Now, we help local
businesses access resources they need to increase
international sales in Canada and Mexico. In 2000,
this program — and others we support — helped attract
$1 billion in business projects in our service area that
will retain and create more than 8,800 jobs.

$543
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We're proud to support other programs and organi-
zations that also make our communities better places
to live and work. The FirstEnergy Foundation
continues its tradition of providing direct financial
support to hundreds of non-profit organizations based
on our community involvement priorities:

*To ensure the safety and health of
the community

* To promote economic development

s To advance professional development

» To support employee involvement

FirstEnergy also offers program support to schools and
social service agencies that are working to improve the
quality of life in our cities and towns. Among our most
important initiatives is providing educational and
electricity safety materials to schools. For example, in
an effort to further educate elementary school children
on the potential dangers of electricity and electrical
equipment, we shipped more than 1,000 safety videos
to local elementary schools and media centers in 2000.
And, weve recently introduced an electrical safety
video for middle school students.

Education is a cornerstone of our community support
efforts. For example, we've taken a leadership role in
AkronReads — an outgrowth of Governor Bob Taft’s
OhioReads initiative. Through this program, nearly 70
FirstEnergy employees are helping improve the reading
skills of area students by tutoring them one hour a week.

3
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Glenn H. Meadows

We are saddened to report the passing of Board
member Glenn H. Meadows in June. M. Meadows,
retired president and chief executive officer of
McNeil Corporation, Akron, Ohio, was elected to
the Board of Ohio Edison Company in 1981.
He was a trusted counselor, and his knowledge and
good judgement will be missed by the Board.
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MANAGEMENT REPORT

The consolidated financial statements were prepared
by the management of FirstEnergy Corp., who takes
responsibility for their integrity and objectivity. The
statements were prepared in conformity with
accounting principles generally accepted in the United
States and are consistent with other financial infor-
mation appearing elsewhere in this report. Arthur
Andersen LLE independent public accountants, have
expressed an unqualified opinion on the Company's
consolidated financial statements.

The Company's internal auditors, who are responsible
to the Audit Committee of the Board of Directors,
review the results and performance of operating units
within the Company for adequacy, effectiveness and
reliability of accounting and reporting systems, as well
as managerial and operating controls.

The Audit Committee consists of four nonemployee
directors whose duties include: consideration of the
adequacy of the internal controls of the Company and
the objectivity of financial reporting; inquiry into the
number, extent, adequacy and validity of regular and
special audits conducted by independent public
accountants and the internal auditors; recommendation
to the Board of Directors of independent accountants
to conduct the normal annual audit and special
purpose audits as may be required; and reporting to
the Board of Directors the Committee's findings and
any recommendation for changes in scope, methods or
procedures of the auditing functions. The Committee
also reviews the results of management's programs to
monitor compliance with the Company's policies on
business ethics and risk management. The Audit
Committee held five meetings in 2000.

KH prat

Richard H. Marsh
Vice President and Chief Financial Officer

Z

Harvey L. Wagner
Controller and
Chief Accounting Officer

REPORT OF INDEPENDENT
PUBLIC ACCOUNTANTS

To the Stockholders and Board of Directors
of FirstEnergy Corp.:

We have audited the accompanying consolidated balance
sheets and consolidated statements of capitalization of
FirstEnergy Corp. (an Ohio corporation) and subsi-
diaries as of December 31, 2000 and 1999, and the
related consolidated statements of income, common
stockholders’ equity, preferred stock, cash flows and
taxes for each of the three years in the period ended
December 31, 2000. These financial statements are the
responsibility of the Companys management. Our
responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing
standards generally accepted in the United States.
Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates
made by management, as well as evaluating the overall
financial statement presentation, We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial
position of FirstEnergy Corp. and subsidiaries as of
December 31, 2000 and 1999, and the results of their
operations and their cash flows for each of the three
years in the period ended December 31, 2000, in
conformity with accounting principles generally
accepted in the United States.

MWLLP

Arthur Andersen LLP
Cleveland, Ohio
February 16, 2001



SELECTED FINANCIAL DATA

FIRSTENERGY CORP. 2000

(In thousands, except per share amounts)

For the Years Ended December 31, 2000 1999 1998 1997 1996
Revenues $ 7,028,961 | $ 6,319,647 | $ 5,874,906 | $ 2,961,125 $2,521,788
Income Before Extraordinary Item |$ 598,970 1§ 568,299 § 441,396 | $  305,774| $ 302,673
Net Income $ 598,970|$ 568,299 § 410,874|$ 305,774| $ 302,673
Earnings per Share of Common Stock:
Before Extraordinary Item $2.69 $2.50 $1.95 $1.94 $2.10
After Extraordinary Item $2.69 $2.50 $1.82 $1.94 $2.10
Dividends Declared
per Share of Common Stock $1.50 $1.50 $1.50 $1.50 $1.50
Total Assets $17,941,294| $18,224,047 | $18,192,177 | $18,261,481| $9,218,623
Capitalization at December 31:
Common Stockholders’ Equity $ 4,653,126 | $ 4,563,890 | $ 4,449,158 | $ 4,159,598 $2,503,359
Preferred Stock:
Not Subject to
Mandatory Redemption 648,395 648,395 660,195 660,195 211,870
Subject to Mandarory
Redemption 161,105 256,246 294,710 334,864 155,000
Long-Term Debt 5,742,048 | 6,001,264| 6,352,359 6,969,835 2,712,760
Total Capitalization $11,204,674| $11,469,795| $11,756,422 | $12,124,492| $5,582,989

PRICE RANGE OF COMMON STOCK

FirstEnergy Corp.’s Common Stock is listed on the New York Stock Exchange and is traded on other regis-

tered exchanges.

2000 1999

First Quarter High-Low 23.56 18.00 33.19 27.94
Second Quarter High-Low 26.88 20.56 32.13 27.94
Third Quarter High-Low 27.88 22.94 31.31 24.75
Fourth Quarter High-Low 32.13 24.11 26.56 22.13
Yearly High-Low 32.13 18.00 33.19 22.13

Prices are based on reporss published in The Wall Street Journal for New York Stock Exchange Composise Transactions.

HoLDERS OF COMMON STOCK

There were 167,912 and 166,966 holders of 224,531,580 and 223,981,580 shares of the Company’s Common

Stock as of December 31, 2000 and January 31, 2001, respectively. Information regarding retained earnings
available for payment of cash dividends is given in Note 4A.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF RESULTS OF

OPERATIONS AND FINANCIAL CONDITION

This discussion includes forward-looking statements
based on information currently available to management
that is subject to certain risks and uncertainties. Such
statements typically contain, but are not limited to, the
terms anticipate, potential, expect, believe, estimate and
similar words. Actual results may differ materially due
10 the speed and nature of increased competition and
deregulation in the electric utility industry, economic
or weather conditions affecting future sales and margins,
changes in markets for energy services, changing energy
and commodity market prices, legislative and regulatory
changes (including revised environmental requirements),
the availability and cost of capital, inability to accom-
Plish or realize anticipated benefits of strategic goals
(including our merger with GPU, Inc.) and other
similar factors.

Proposed Business Combination

On August 8, 2000, FirstEnergy entered into
an agreement to merge with GPU, Inc. (GPU),
a Pennsylvania corporation, headquartered in
Morristown, New Jersey. Subsequently, the agreement
was overwhelmingly approved by the shareholders
of both companies. All regulatory filings necessary
to complete the merger have since been made. Our
target to complete the merger is by the end of the
second quarter of 2001.

Under the merger agreement, we would acquire
all the outstanding shares of GPU’s common stock
for approximately $4.5 billion in cash and FirstEnergy
common stock. Our cash investment would be
financed through the issuance of about $2.2 billion
of new debt. Also, approximately $7.4 billion of debt
and preferred stock of GPU’s subsidiaries would
remain outstanding. The transaction would be
accounted for by the purchase method. The combined
company’s principal electric utility operating companies
would include Ohio Edison Company (OE), The
Cleveland Electric Illuminating Company (CEI), The
Toledo Edison Company (TE), Pennsylvania Power
Company (Penn) and American Transmission
Systems, Incorporated (ATSI), as well as GPU’s elec-
tric utility operating companies — Jersey Central
Power & Light Company, Metropolitan Edison
Company and Pennsylvania Electric Company, which
serve customers in Pennsylvania and New Jersey.

The merger is expected to provide enhanced oppor-
tunities for financial growth, greater scope and size,
improved generation efficiency and broadened unreg-
ulated opportunities. The combination will provide
a significant market for our generating capacity and
value-added services and will support our strategic
vision of being the premier retail energy and related
services provider in our targeted area for growth —

a thirteen-state region in the northeastern quadrant
of the nation.

Competition

We continue to face many competitive challenges
as consumers are provided increasing opportunities to
select their electricity suppliers. As our industry
changes to a mote competitive environment, we con-
tinue to take actions designed to create a larger,
stronger enterprise that will be better positioned to
compete in the changing energy marketplace. As Ohio
approached a new era of customer choice in the selec-
tion of energy suppliers, we continued to develop our
regionally-focused retail sales strategy.

Results of Operations

Net income increased to $599.0 million in 2000,
compared to $568.3 million in 1999 and $410.9 mil-
lion in 1998. The increase in 2000 resulted primarily
from lower fuel costs and increased generation output,
reduced financing costs and gains realized on the sales
of emission allowances. In 1999, higher sales revenues,
the absence of unusually high purchased power costs
experienced in 1998 and lower interest costs contributed
to the increase in net income from the prior year.

Additional sales by our unregulated businesses result-
ed in a $709.3 million increase in total revenues in
2000 compared to the prior year. The increase result-
ed from an expansion of both gas and electric sales. In
1999, the $444.7 million increase in revenues resulted
substantially from contributions of the Electric Utility
Operating Companies (EUOC) and increases in
newly acquired businesses, which were partially
offset by reduced revenues from FirstEnergy Trading
Services, Inc. (FETS) compared to the prior years



results. The sources of the changes in revenues during
2000 and 1999 are summarized in the following table.

Sources of Revenue Changes 2000 1999
Increase (Decrease) (In millions)
EUOC:
Electric sales $ (38.5) $213.2
Other electric utility revenues 6.4 3.1
Total EUOC (32.1) 216.3
Unregulated Businesses:
Retail electric sales 170.7 54.0
FETS 211.5 (220.1)
Other businesses 359.2 394.5
Total Unregulated Businesses 741.4 228.4
Net Revenue Increase $709.3 $444.7
Electric Sales

EUOC electric sales revenues decreased by $32.1
million in 2000, compared to 1999, as a result
of lower unit prices which were partially offset by
increased generation sales volume. Despite a milder
summer, retail electric generation sales were 2.0%
higher in 2000 than the previous year. Total electric
generation sales (including unregulated sales)
increased 8.4% in 2000, compared to 1999. Unreg-
ulated retail sales more than tripled from the prior
year reflecting continued progress in our marketing
efforts to expand retail electric sales to our targeted
unregulated markets in the eastern seaboard states.
Sales to commetcial customers accounted for most
of the increase. The cooler summer weather reduced
retail customer demand, making more of our energy
available to serve the wholesale market. As a result, we
were able to achieve moderate growth in kilowatt-hour
sales to that market in 2000. EUOC kilowatt-hour
deliveries (to customers in our franchise areas) increased
in 2000 from the prior year due to additional sales to
commercial and industrial customers. Kilowatt-hour
sales to residential customers declined. Other electric
utility revenues increased in 2000 from the previous
year primarily due to additional transmission service
revenues.

EUOC revenues increased $216.3 million in
1999, compared to 1998, benefiting from increases
in kilowatt-hour sales, which were only partially
offset by reduced unit prices. Retail kilowatt-hour
sales increased 2.3%. Total electric generation sales
increased 8.0% in 1999 from the prior year due to
additional unregulated sales reflecting our initial
expansion into targeted eastern markets and weather-
induced demand in the wholesale market. EUOC

kilowatt-hour deliveries to residential, commercial

and industrial customers increased in 1999, compared
to 1998, reflecting a strong consumer-driven econ-
omy and warmer weather than the preceding year.

Changes in electric generation sales and kilowatt-
hour deliveries in 2000 and 1999 are summarized
in the following table:

Changes in KWH Sales 2000 1999

Increase (Decrease)

Electric Generation Sales:

EUOQOC - Retail 2.0% 2.3%
Unregulated 50.4% 52.0%
Total Electric Generation Sales 8.4% 8.0%
EUOC Distribution Deliveries:
Residential (1.2)% 5.5%
Commercial 2.5% 2.8%
Industrial 3.2% 2.5%
Total Distribution Deliveries 1.7% 3.4%
Other Sales

Retail natural gas revenues were the largest source
of increase in other business revenues in 2000, com-
pared to 1999. Collectively, three gas acquisitions
in 1999 (Atlas Gas Marketing Inc., Belden Energy
Services Company and Volunteer Energy ILC), as
well as increased retail marketing efforts, significantly
expanded retail gas revenues in 2000. Margins were
held down by higher natural gas supply costs
but increased activities in our natural gas exploration
and production joint venture, Great Lakes Energy
Partners, helped to offset the lower gas sales margins.
FETS also expanded its wholesale electric and gas
revenues in 2000 from prior year levels. In 1999,
FETS revenues decreased significantly compared to
the prior year because of refocusing its activities on
supporting our retail marketing activities. New acqui-
sitions and a one-time gain of $53 million from
the sale of a partnership investment contributed
to the increase in other business revenues in 1999,
compared to 1998.

Operating Expenses

Total expenses increased $739.8 million in 2000
and $255.5 million in 1999, compared to the prior
year, primarily reflecting higher levels of other expenses
for EUOC and unregulated operations, offset in part
by lower EUOC fuel and purchased power costs.

Fuel and purchased power decreased $75.7 million
in 2000, compared to 1999. Lower fuel expense
accounted for all of the reduction, declining $103.6
million from 1999, despite a 7% increase in output
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from our generating units. Factors contributing to
lower fuel expense in 2000 included:

m A higher proportion of nuclear generation (which has
lower unit fuel costs than fossil fuel) due to improved
nuclear availability and increased nuclear ownership
from the exchange of generating assets with Duquesne
Light Company (Duquesne) in December 1999;

s The expiration of an above-market coal contract

at the end of 1999; and

m Continued improvement of coal-blending strategies,
which resulted in the use of additional lower-cost
western coal and enhanced the efficiency and cost-
competitiveness of our fossil generation fleet.

Purchased power costs increased $27.9 million
in 2000 from the prior year due to higher average
prices and to additional megawatt-hours purchased.
In 1999, fuel and purchased power costs were down
$106.7 million, compared to 1998. The EUOC pur-
chased power costs accounted for all of the reduction.
Much of the improvement was due to the absence
in 1999 of unusual conditions experienced in 1998,
which resulted in an additional $77.4 million of
purchased power costs in that year. The costs were
incurred during a period of record heat and humidiry
in late June 1998, which coincided with a regional
power shortage resulting in high prices for purchased
power. Unscheduled outages at several of our power
plants at that time required the EUOC to purchase
significant amounts of power on the spot market.
Although above normal temperatures were also experi-
enced in 1999, the EUOC maintained a stronger
capacity position compared to the previous year
and better met customer demand from their own
generation resources.

Other expenses for the EUOC rose $26.6 million in
2000, compared to 1999, primarily due to additional
nuclear refueling costs associated with three refueling
outages in 2000 versus two during the previous year
and increased nuclear ownership resulting from the
Duquesne asset swap. Costs incurred to improve the
availability of our fossil generation fleet and leased
portable diesel generators, acquired as part of our
summer supply strategy, added to other expenses for
the EUOC in 2000, compared to 1999. Also, we
incurred unusual charges in 2000 for early retirement
program costs, as well as increased reserves for po-
tentially uncollectible accounts for customers in the
steel sector who are experiencing significant financial

pressures from foreign steel competition. Partially
offsetting the higher costs were increased gains

of $38.5 million realized from the sale of emission
allowances in 2000 as well as nonrecurring costs
recorded in the prior year.

In 1999, other expensés for the EUOC increased
from 1998 due to several factors. Similar to 2000,
refueling outage costs and incremental expenses
related to the asset swap, which occurred in early
December 1999, contributed to increase other expen-
ses in 1999 compared to 1998. Additionally, nuclear
costs in 1999 included nonrecurring swap-related
liabilities assumed. Also contributing to the increase
were higher customer, sales and marketing expenses
resulting from marketing programs and information
system costs; higher distribution expenses from storm
damage, as well as line and meter maintenance;
and a nonrecurring expense related to a change
in employee vacation benefits.

Other expenses for unregulated businesses rose
$789.6 million in 2000, compared to 1999. FETS
contributed to the increase with its other expenses
tising in line with its higher revenues, reflecting the
continued expansion of its operations to support
our retail marketing efforts. FETS expenses were
significantly lower in 1999 due to the absence of
costs incurred in 1998 associated with credit losses
and replacement power costs resulting from the period
of sharp price increases in the spot market for electric-
ity in late June 1998. Refocusing FETS activities in
1999 on supporting our retail market activities also
reduced expenses from the preceding year.

Acquisitions of three natural gas companies in 1999
and a general expansion of unregulated sales activity
combined to increase the scope, and therefore, the
operating expenses of our unregulated business activ-
ities in 2000. Also, increased reserves for potential
uncollectible accounts were established for customers
in the steel sector. In addition, a $10.5 million
reserve was recognized in 2000 for potential construc-
tion contract losses. The acquisitions in the facilities
services and natural gas businesses, as well as costs
attributable to unregulated sales activity, combined
to ihicrease other expenses in 1999, compared to
the previous year.

Depreciation and amortization was reduced by
$9.8 million in the second half of 2000, following
approval by the Public Utilities Commission of Ohio
(PUCO) of the Ohio transition plan (see Outlook).



Total accelerated cost recovery in connection with
OF’s rate reduction plan and Penn’s restructuring
plan are summarized by income statement caption
in the table below:

Regulatory Plan Accelerations 2000 1999 1998
(In millions)
Depreciation and amortization ~ $332.6 ~ $333.3 $172.9
Income tax amortization 42.6 18.7 18.5
Total Accelerations $375.2 $352.0 $191.4

The impact of OFE’s rate reduction plan and Penn’s
restructuring plan on depreciation and amortization
was relatively unchanged in 2000 from 1999. In 1999,
accelerated cost recovery in connection with the OE
rate reduction plan was the primary factor contribut-
ing to the increase in depreciation and amortization,
compared to 1998.

Net Interest Charges

We continue to redeem and refinance our outstand-
ing debt and preferred stock, thus maintaining the
downward trend in our financing costs during 2000.
Interest charges decreased by $43.2 million in 2000
and $28.7 million in 1999, compared to the prior
year. Net redemptions of long-term debt and pre-
ferred stock totaled $405.9 million and refinancings
totaled $284.7 million in 2000.

Effects of SFAS 71 Discontinuation

The application of Statement of Financial Accounting
Standards No. (SFAS) 71, “Accounting for the Effects
of Certain Types of Regulation,” was discontinued
for OE’s generation business and the nonnuclear
generation businesses of CEI and TE effective with
the PUCO approval of the Ohio transition plan.
Beginning June 30, 2000, the balance sheets of our
Ohio EUOC reflected that discontinuance with $1.6
billion of impaired generating plant investment recog-
nized as regulatory assets which will be recovered as
transition costs. We expect the incremental amortiza-
tion of transition costs in 2001 for the Ohio EUOC
to be lower than the depreciation and amortization
accelerated under OF’s former regulatory plan in 2000.
The application of SFAS 71 to CEI's and TE’s nuclear
operations was discontinued in connection with the
implementation of their regulatory plan in 1997.

On June 18, 1998, the Pennsylvania Public Utility
Commission authorized Penn’s rate restructuring plan
that resulted in the discontinuation of SFAS 71 to
Penn’s generation business. Under the plan, Penn’s
rates were restructured to establish separate charges
for transmission and distribution services; generation

(which is subject to competition); and stranded cost
recovery. A total of $215.4 million of impaired nuclear
generating plant investments were recognized as regu-
latory assets to be recovered through the stranded cost
recovery charge. The portion of generating plant invest-
ment not recovered through future customer rates
resulted in a $30.5 million extraordinary after-tax
write-down, or $.13 per FirstEnergy common share.

The EUOC continue to bill and collect cost-based
rates for transmission and distribution services, which
remain subject to cost-based regulation; accordingly,
it is appropriate that they continue the application
of SFAS 71 to those operations.

Capital Resources and Liquidity

We continued to pursue cost efficiencies to fund
strategic investments while also strengthening our
financial position in 2000. Net security redemptions
and refinancings in 2000 should generate annual
financing cost savings of about $33 million. Also,
approval by the PUCO of our transition plan on July
19, 2000 (see Outlook), was cited as an important
reason that Moody’s Investors Service and Fitch
upgraded our EUOC debt ratings during the second
half of 2000. Moody's ratings for senior secured debt
of OF and Penn were raised from Baa2 to Baal, and
for CEI and TE from Bal to Baa3. Fitch’s rating for
senior secured debt of OE was raised from BBB to
BBB+ (Penn’s remained at BBB+) and for CEI and
TE from BB+ to BBB-. Ratings of many of the
junior securities of the EUOC were upgraded to
conform to rating relationships typical of investment
grade issuers. Those improved ratings should help to
enhance our opportunities for further savings in the
future. As of December 31, 2000, our common equity
as a percentage of capitalization increased to nearly
42% from 38% at the end of 1998.

We had approximately $49.3 million of cash and
temporary investments and $699.8 million of short-
term indebtedness on December 31, 2000. Our
unused borrowing capability included $242.5 million
under revolving lines of credit. At the end of 2000,
the EUOC had the capability to issue $2.7 billion
of additional first mortgage bonds on the basis of
property additions and retired bonds. Based upon
applicable earnings coverage tests and their respective
charters, OE, Penn and TE could issue $2.3 billion
of preferred stock (assuming no additional debt was
issued). CEI has no restrictions on the issuance of
preferred stock.

Our cash requirements in 2001 for operating
expenses, construction expenditures, scheduled debt
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maturities, preferred stock redemptions and common
stock repurchases are expected to be met without
increasing our net debt and preferred stock outstanding,
However, our anticipated merger with GPU (see
Proposed Business Combination) is expected to require
the issuance of approximately $2.2 billion of acquisi-
tion-related debt. During 2000, we reduced our total
debt by approximately $250.3 million. We have cash
requirements of approximately $2.6 billion for the
2001-2005 period to meet scheduled maturities of long-
term debt and sinking fund requirements of preferred
stock (before giving effect to the GPU acquisition).
Of that amount, approximately $193 million applies
to 2001. During 2000, we repurchased and retired 7.9
million shares of our common stock at an average price
of $24.51 per share. As of December 31, 2000, we had
repurchased 12.5 million of the 15 million shares author-
ized by our Board of Directors under the three-year
program, which began in March 1999,

Our capital spending (before giving effect to the GPU
acquisition) for the period 2001-2005 is expected to be
about $3.0 billion (excluding nuclear fuel), of which
approximately $683 million applies to 2001. Capital
spending in 2001 includes expenditures to complete
five combustion turbines expected to provide 425 mega-
watts (MW) of additional peaking generation capacity
to our system by mid-year 2001. Investments for addi-
tional nuclear fuel during the 2001-2005 period are
estimated to be approximately $380 million, of which

COMPARISON OF CARRYING VALUE TO FAIR VALUE

about $54 million applies to 2001. During the same
period, our nuclear fuel investments are expected to be
reduced by approximately $460 million and $100 mil-
lion, respectively, as the nuclear fuel is consumed. Also,
we have operating lease commitments, net of trust cash
receipts, of nearly $821 million for the 2001-2005 period,
of which approximately $161 million relates to 2001.

We invested $4.4 million in 2000 by joining with
20 other leading energy and utility companies (includ-
ing GPU) to form Pantellos Corporation (Pantellos).
Pantellos manages an online, independent marketplace
for buyers and sellers from the $130 billion North
American utility and energy supply market, which
opened for business on January 1, 2001. We expect
to realize savings by using the e-market site and to
benefit from our ownership interest in this new venture.

Interest Rate Risk

Our exposure to fluctuations in market interest rates
is reduced since a significant portion of our debt has
fixed interest rates, as noted in the table below. We
are subject to the inherent interest rate risks related to
refinancing maturing debt by issuing new debt secur-
ities. As discussed in Note 3, our investments in cap-
ital trusts effectively reduce future lease obligations,
also reducing interest rate risk. Changes in the market
value of our nuclear decommissioning trust funds are
recognized by making corresponding changes to the
decommissioning liability, as described in Note 1.

There- Fair
2001 2002 2003 2004 2005 after Total Value
(Dollars in millions)
Investments other than Cash
and Cash Equivalents:
Fixed Income $ 87 $ 84 $ 97 $314 $ 58 $1,402 $2,042 $2,086
Average interest rate 5.1% 7.7% 7.7% 7.8% 7.9% 7.4% 7.4%
Liabilities
Long-term Debt:
Fixed rate $106 $721 $460 $591 $436 $2,460 $4,774 $4,932
Average interest rate 8.6% 7.9% 8.0% 7.7% 8.8% 7.3% 7.7%
Variable rate $ 1 $101 $ 1 $ 1 $ 975 $1,079 $1,078
Average interest rate 8.2% 7.4% 8.0% 8.7% 4.8% 5.1%
Short-term Borrowings $700 $ 700 $ 700
Average interest rate 7.9% 7.9%
Preferred Stock $ 85 $ 20 $ 2 $ 2 $ 2 $ 135 $ 246 $ 243
Average dividend rate 8.9% 8.9% 7.5% 7.5% 7.5% 8.8% 8.8%

Market Risk — Commodity Prices

We are exposed to market risk due to fluctuations
in electricity, natural gas, coal and oil prices. To man-
age the volatility relating to these exposures, we use
a variety of derivative instruments, including forward

contracts, options, futures contracts and swaps. These
derivatives are used principally for hedging purposes
and, to a much lesser extent, for trading purposes.
We performed a sensitivity analysis to estimate our
exposure to the market risk of our commodity posi-



tion. A hypothetical 10% adverse shift in quoted
market prices in the near term on both our trading
and nontrading instruments would not have had a
material effect on our consolidated financial position,
results of operations or cash flows as of or for the
year ended December 31, 2000.

Outook

On July 19, 2000, the PUCO approved our plan
for transition to customer choice in Ohio (see Note
1). As part of its authorization, the PUCO approved a
settlement agreement between us and major groups
representing most of our Ohio customers regarding
the transition to customer choice in selection of elec-
tricity suppliers. On January 1, 2001, electric choice
became available to our Ohio customers. Under the
plan, OE, CEI and TE continue to deliver power to
homes and businesses through their existing distribu-
tion systems, which remain regulated. Their rates have
been restructured to establish separate charges for
transmission and distribution, transition cost recovery
and a generation-related component. When one of
our Ohio customers elects to obtain power from an
alternative supplier, the regulated utility company
reduces the customer’s bill with a “generation shopping
credit,” based on the regulated generation component
plus an incentive, and the customer receives a genera-
tion charge from the alternative supplier.

The transition cost portion of rates provides for
recovery of certain amounts not otherwise recoverable
in a competitive generation market (such as regula-
tory assets). The transition costs will be paid by all
customers regardless of whether or not they choose
an alternative supplier. Under the plan, we assume
the risk of not recovering up to $500 million of
transition revenue if the rate of customers (excluding
contracts and full-service accounts) switching their
service from OE, CEI and TE has not reached an
average of 20% over any consecutive twelve-month
period by December 31, 2005 — the end of the market
development period. We are also committed under
the transition agreement to make available 1,120 MW
of our generating capacity to marketers, brokers and
aggregators at set prices, to be used for sales only to
retail customers in our Ohio service areas. Through
February 8, 2001, approximately 794 MW of the 1,120
MW supply commitment had been secured by alter-
native suppliers. We began accepting customer appli-
cations for switching to alternative suppliers on
December 8, 2000; as of February 8, 2001 our Ohio
EUOC had been notified that about 108,000 of their

customers requested generation services from other

authorized suppliers, including FirstEnergy Services
Corp. (FE Services), a wholly owned subsidiary.

Beginning in 2001, Ohio utilities that offer both
competitive and regulated retail electric services must
implement a corporate separation plan approved by
the PUCO - one which provides a clear separation
between regulated and competitive operations. Since
our regionally-focused retail sales strategy envisions
the continued operation of both regulated and
competitive operations, our transition plan included
details for our corporate separation. The approved
plan is consistent with the way we managed our busi-
nesses in 2000, through a competitive services unit,

a utility services unit and a corporate support services
unit. FE Services provides competitive retail energy
services while the EUOC continue to provide regulated
transmission and distribution services. FirstEnergy
Generation Corp. (FE Generation), a wholly owned
subsidiary of FE Services, leases fossil and hydroelec-
tric plants from the EUOC and operates those plants.
We expect that the transfer of ownership of the
EUQC fossil and hydroelectric generating assets to
FE Generation will be completed by the end of the
market development period. All of the EUOC power
supply requirements are provided by FE Services to
satisfy the EUOC “provider of last resort” obligation
under the transition plan, as well as grandfathered
wholesale contracts. The reportable segments in 2000
under SFAS 131, “Disclosures about Segments of an
Enterprise and Related Information,” reflect the man-
agement of these businesses as “Regulated Services”
and “Competitive Services.” The “Corporate Support
Services” is included in “Other”.

In 1999, we received notification of pending legal
actions based on alleged violations of the Clean Air
Act at our W. H. Sammis Plant involving the states
of New York and Connecticut as well as the U.S.
Department of Justice. The civil complaint filed by
the U.S. Department of Justice requests installation
of “best available control technology” as well as civil
penalties of up to $27,500 per day. We believe the
Sammis Plant is in full compliance with the Clean
Air Act and the legal actions are without merit. We
are unable, however, to predict the outcome of this
litigation. Penalties could be imposed if the Sammis
Plant continues to operate without correcting the
alleged violations and a court determines that the
allegations are valid. The Sammis Plant continues
to operate while the matter is being decided.
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Under federal environmental law and related
federal and state waste regulations, certain fossil-fuel
combustion waste products, such as coal ash, were
exempted from hazardous waste disposal requirements
pending the Environmental Protection Agency’s (EPA)
evaluation of the need for future regulation. The EPA
has issued its final regulatory determination that regu-
lation of coal ash as a hazardous waste is unnecessary.
On April 25, 2000, the EPA announced that it will
develop national standards regulating disposal of coal
ash as a nonhazardous waste.

In December 2000, the EPA announced it would
proceed with the development of regulations regard-
ing hazardous air pollutants from electric power
plants. The EPA identified mercury as the hazardous
air pollutant of greatest concern. The EPA established
a schedule to propose regulations by December 2003
and issue final regulations by December 2004. The
future cost of compliance with these regulations
may be substantial.

We are in compliance with current sulfur dioxide and
nitrogen oxides (NOx) reduction requirements under the
Clean Air Act Amendments of 1990. In 1998, the EPA
finalized regulations requiring additional NOx reductions
in the future from our Ohio and Pennsylvania facilities
(see Note 6). We continue to evaluate our compliance
plans and other compliance options.

In July 1997, the EPA changed the National Ambient
Air Quality Standard (NAAQS) for ozone emissions
and proposed a new NAAQS for previously unregulated
ultra-fine particulate matter. In May 1999, the U.S.
Court of Appeals found constitutional and other defects
in the new NAAQS rules. In February 2001, the U.S.
Supreme Court upheld the new NAAQS rules regulat-
ing ultra-fine particulates but found defects in the new
NAAQS rules for ozone and decided that the EPA must
revise those rules. The future cost of compliance with
these regulations may be substantial and will depend on
the manner in which they are ultimately implemented,
if at all, by the states in which we operate affected facili-
ties.

CEl and TE have been named as “potentially respon-
sible parties” (PRPs) at waste disposal sites which
may require cleanup under the Comprehensive
Environmental Response, Compensation and
Liabilicy Act of 1980. Allegations of disposal of haz-
ardous substances at historical sites and the liability
involved are often unsubstantiated and subject to
dispute. Federal law provides that all PRPs for a par-
ticular site be held liable on a joint and several basis.

CEI and TE have accrued liabilities totaling $3.7

million as of December 31, 2000, based on estimates
of the total costs of cleanup, the proportionate
responsibility of other PRPs for such costs and the
financial ability of other PRPs to pay. CEI and TE
believe that waste disposal costs will not have a mate-
rial adverse effect on their financial condition, cash
flows, or results of operations.

Recently Issued Accounting Standards

SFAS 133 establishes accounting and reporting
standards requiring that every derivative instrument
(including certain derivative instruments embedded
in other contracts) be recognized on the balance sheet
as either an asset or liability measured at its fair value.
The Statement requires that changes in the derivative
instrument’ fair value be recognized currently in
earnings unless specific hedge accounting criteria are
met. Special accounting for qualifying hedges allows a
derivative instrument’s gains and losses to partially or
wholly offset related results on the hedged item in the
income statement, and requires that a company must
formally document, designate and assess the effective-
ness of transactions that receive hedge accounting.

We adopted SFAS 133, as amended, on January 1,
2001. Prior to adoption, we reviewed all outstanding
contracts to determine if they were derivatives or con-
tained embedded derivatives. Derivatives involved in
“normal-purchase/normal-sale” transactions were doc-
umented and excluded from further treatment under
SFAS 133. The remaining derivatives were either doc-
umented as cash flow hedges or treated as non-hedge
derivatives.

In January 2001, we recorded assets and liabilities
representing the difference between the derivatives
previous carrying amounts and their fair values under
SFAS 133. Related amounts were recorded in net
income and other comprehensive income. For deriva-
tives that had previously been treated as hedges of
forecast transactions, the difference between the
derivatives’ previous carrying amount and their fair
value under SFAS 133 was an adjustment of accumu-
lated other comprehensive income. For derivatives not
previously designated as hedges, the difference was
an adjustment to net income. These amounts will be
reported separately in results for the first quarter of
2001 as a “cumulative effect of a change in accounting
principle.” The cumulative effect increases assets by
$108.3 million, liabilities by $72.6 million and com-
mon stockholders’ equity by $35.7 million — other
comprehensive income increases by $44.2 million and
net income is reduced by $8.5 million.



CONSOLIDATED STATEMENTS OF INCOME

For the Years Ended December 31,

2000

FirsTENERGY CORP. 2000

(In thousands, except per share amounts)

1999

1998

REVENUES:

Electric utilities $5,421,668 $5,453,763 $5,237,468
Unregulated businesses 1,607,293 865,884 637,438
Total revenues 7,028,961 6,319,647 5,874,906
EXPENSES:
Fuel and purchased power 801,292 876,986 983,735
Other expenses:
Electric utilities 1,659,246 1,632,638 1,492,461
Unregulated businesses 1,582,151 792,576 742,778
Provision for depreciation and amortization 933,684 937,976 758,865
General taxes 547,681 544,052 550,908
Total expenses 5,524,054 4,784,228 4,528,747
INCOME BEFORE INTEREST AND INCOME TAXES 1,504,907 1,535,419 1,346,159
NET INTEREST CHARGES:
Interest expense 493,473 509,169 542,819
Allowance for borrowed funds used during construction
and capitalized interest (27,059) (13,355) (7,642)
Subsidiaries’ preferred stock dividends 62,721 76,479 65,799
Net interest charges 529,135 572,293 600,976
INCOME TAXES 376,802 394,827 303,787
INCOME BEFORE EXTRAORDINARY ITEM 598,970 568,299 441,396
EXTRAORDINARY ITEM (NET OF INCOME
TAX BENEFIT OF $21,208,000) (Note 1) — — (30,522)
NET INCOME $ 598,970 $ 568,299 $ 410,874
WEIGHTED AVERAGE NUMBER OF COMMON
SHARES QUTSTANDING 222,444 227,227 226,373
BASIC AND DILUTED EARNINGS
PER SHARE OF COMMON STOCK (Note 4C):
Income before extraordinary item $2.69 $2.50 $1.95
Extraordinary item (Net of income taxes) (Note 1) — — (.13)
Net income $2.69 $2.50 $1.82
DIVIDENDS DECLARED PER SHARE
OF COMMON STOCK $1.50 $1.50 $1.50

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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FiIRsTENERGY CORP. 2000

CONSOLIDATED BALANCE SHEETS (In thousands)
As of December 31, 2000 1999
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 49,258 $ 111,788
Receivables —
Customers (less accumulated provisions of $15,800,000 and
$6,719,000, respectively, for uncollectible accounts) 399,242 322,687
Other (less accumulated provisions of $20,486,000 and $5,359,000,
respectively, for uncollectible accounts) 519,207 445,242
Materials and supplies, at average cost —
Owned 171,563 154,834
Under consignment 112,155 99,231
Prepayments and other 189,869 167,894
1,441,294 1,301,676
PROPERTY, PLANT AND EQUIPMENT:
In service 12,417,684 14,645,131
Less — Accumulated provision for depreciation 5,263,483 5,919,170
7,154,201 8,725,961
Construction work in progress 420,875 367,380
75,575,076 9,093,341
INVESTMENTS:
Capital trust investments (Note 3) 1,223,794 1,281,834
Nuclear plant decommissioning trusts 584,288 543,694
Letter of credit collateralization (Note 3) 277,763 277,763
Other 669,057 599,443
2,754,902 2,702,734
DEFERRED CHARGES:
Regulatory assets 3,727,662 2,543,427
Goodwill 2,088,770 2,129,902
Other 353,590 452,967
6,170,022 5,126,296
$17,941,294 $18,224,047
LIABILITIES AND CAPITALIZATION
CURRENT LIABILITIES:
Currently payable long-term debt and preferred stock $ 536,482 $ 762,520
Short-term borrowings (Note 5) 699,765 417,819
Accounts payable 478,661 360,379
Accrued taxes 409,640 409,724
Accrued interest 116,544 125,397
Other 352,713 301,572
2,593,805 2,377,411
CAPITALIZATION (See Consolidated Statements of Capitalization):
Common stockholders’ equity 4,653,126 4,563,890
Preferred stock of consolidated subsidiaries ~
Not subject to mandatory redemption 648,395 648,395
Subject to mandatory redemption 41,105 136,246
Ohio Edison obligated mandatorily redeemable preferred securities of
subsidiary trust holding solely Ohio Edison subordinated debentures 120,000 120,000
Long-term debt 5,742,048 6,001,264
11,204,674 11,469,795
DEFERRED CREDITS:
Accumulated deferred income taxes 2,094,107 2,231,265
Accumulated deferred investment tax credits 241,005 269,083
Nuclear plant decommissioning costs 598,985 562,295
Other postretirement benefits 544,541 498,184
Other 664,177 816,014
4,142,815 4,376,841
COMMITMENTS AND CONTINGENCIES (Notes 3 and 6)
$17,941,294 $18,224,047

The accompanying Notes to Consolidated Financial Stat are an i [ part of these balance sheets.
panying gral p




CONSOLIDATED STATEMENTS OF CAPITALIZATION

FirsTENERGY CORP. 2000

(Dollars in thousands, except per share amounts)

As of December 31, 2000 1999
COMMON STOCKHOLDERS” EQUITY:
Common stock, $.10 par value — authorized 375,000,000 shares
224,531,580 and 232,454,287 shares outstanding, respectively $ 22453 (% 23,245
Other paid-in capital 3,531,821 | 3,722,375
Accumulated other comprehensive income (loss) (Note 4H) 593 (195)
Retained earnings (Note 4A) 1,209,991 945,241
Unallocated employee stock ownership plan common stock —
5,952,032 and 6,778,905 shares, respectively (Note 4B) (111,732)] (126,776)
Total common stockholders’ equity 4,653,126 | 4,563,890
Number of Shares Optional
Outstanding Redemption Price
2000 1999 Per Share _ Agprepate
PREFERRED STOCK OF
CONSOLIDATED SUBSIDIARIES
(Note 4D):
Ohio Edison Company (OE)
Cumulative, $100 par value —
Authorized 6,000,000 shares
Not Subject to Mandatory Redemption:
3.90% 152,510 152,510 | $103.63 | $ 15,804 15,251 15,251
4.40% 176,280 176,280 108.00 19,038 17,628 17,628
4.44% 136,560 136,560 103.50 14,134 13,656 13,656
4.56% 144,300 144,300 103.38 14,917 14,430 14,430
609,650 609,650 63,893 60,965 60,965
Cumulative, $25 par value —
Authorized 8,000,000 shares
Not Subject to Mandatory Redemption:
7.75% 4,000,000 | 4,000,000 25.00 100,000 100,000 100,000
Total Not Subject to
Mandatory Redemption 4,609,650 | 4,609,650 $163,893 160,965 160,965
Cumulative, $100 par value —
Subject to Mandatory Redemption
{Note 4E):
8.45% 50,000 100,000 5,000 10,000
Redemption Within One Year (5,000) (5,000)
50,000 100,000 — 5,000
Pennsylvania Power Company
Cumulative, $100 par value —
Authorized 1,200,000 shares
Not Subject to Mandatory Redemption:
4,24% 40,000 40,000 103.13 | $ 4,125 4,000 4,000
4.25% 41,049 41,049 105.00 4,310 4,105 4,105
4,64% 60,000 60,000 102.98 6,179 6,000 6,000
7.75% 250,000 250,000 —_— — 25,000 25,000
Total Not Subject to
Mandatory Redemption 391,049 | 391,049 $ 14,614 39,105 39,105
Subject to Mandatory Redemption:
7.625% 150,000 150,000 105.34 | $ 15,801 15,000 15,000
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FIrRsSTENERGY CORP. 2000

CONSOLIDATED STATEMENTS OF CAPITALIZATION (CoNT'D) (Dollars in thousands, except per share amounts)
As of December 31, 2000 1999
Number of Shares Optional
Qutstanding Redemption Price
2000 1999 Per Share Aggregate
PREFERRED STOCK
- OF CONSOLIDATED
SUBSIDIARIES (Cont'd)
Cleveland Electric lluminating Company
Cumulative, without par value —
Authorized 4,000,000 shares
Not Subject to Mandatory Redemption:
$7.40 Series A 500,000 500,000 | $ 101.00 | $ 50,500 | $50,000 | $ 50,000
$7.56 Series B 450,000 450,000 102.26 46,017 45,071 45,071
Adjustable Series L 474,000 474,000 100.00 47,400 46,404 46,404
$42.40 Series T 200,000 200,000 500.00 | 100,000 96,850 96,850
Total Not Subject to
Mandatory Redemption 1,624,000 | 1,624,000 $243,917 | 238,325 | 238,325
Subject to Mandatory Redemption:
$7.35 Series C 80,000 90,000 101.00 | § 8,080 8,041 9,110
$88.00 Series E — 3,000 — — — 3,000
$91.50 Series Q 10,716 21,430 | 1,000.00 10,716 10,716 21,430
$88.00 Series R 50,000 50,000 — — 51,128 55,000
$90.00 Series S 36,500 55,250 — — 36,686 61,170
177,216 219,680 18,796 | 106,571 149,710
Redemption Within One Year (80,466) | (33,464)
Total Subject to
Mandatory Redemption 177,216 219,680 $ 18,796 26,105 116,246
Toledo Edison Company
Cumulative, $100 par value —
Authorized 3,000,000 shares
Not Subject to Mandatory Redemption:
$ 4.25 160,000 160,000 104.63 | $ 16,740 16,000 16,000
$ 4.56 : 50,000 50,000 101.00 5,050 5,000 5,000
$4.25 100,000 100,000 102.00 10,200 10,000 10,000
$ 8.32 100,000 100,000 102.46 10,246 10,000 10,000
$7.76 150,000 150,000 102.44 15,366 15,000 15,000
$ 7.80 150,000 150,000 101.65 15,248 15,000 15,000
$10.00 190,000 190,000 101.00 19,190 19,000 19,000
900,000 900,000 , 92,040 90,000 90,000
Cumulative, $25 par value —
Authorized 12,000,000 shares
Not Subject to Mandatory Redemption:
$2.21 1,000,000 | 1,000,000 25.25 25,250 25,000 25,000
$2.365 1,400,000 | 1,400,000 27.75 38,850 35,000 35,000
Adjustable Series A 1,200,000 | 1,200,000 25.00 30,000 30,000 30,000
Adjustable Series B 1,200,000 | 1,200,000 25.00 30,000 | 30,000 30,000
4,800,000 | 4,800,000 124,100 | 120,000 | 120,000
Total Not Subject to
Mandatory Redemption 5,700,000 | 5,700,000 $216,140 | 210,000 210,000
OE OBLIGATED MANDATORILY
REDEEMABLE PREFERRED
SECURITIES OF SUBSIDIARY
TRUST HOLDING SOLELY OF
SUBORDINATED DEBENTURES
(Note 4F):
Cumulative, $25 par value —
Authorized 4,800,000 shares
Subject to Mandatory Redemption:
9.00% 4,800,000 | 4,800,000 120,000 | 120,000




FirsTENERGY CORP. 2000

CONSOLIDATED STATEMENTS OF CAPITALIZATION (Cont'd) (In thousands)
LONG-TERM DEBT (Note 4G) (Interest rates reflect weighted average rates)
FIRST MORTGAGE BONDS SECURED NOTES UNSECURED NOTES TOTAL

As of December 31, 2000 1999 2000 1999 2000 1999 2000 1999
Ohio Edison Co. -

Due 20002005 | 7.89%| $ 509265 | $ 589,265 | 7.53%| $ 232,691 | $ 316,623 | 5.75%| $ 541,725 | $ 742,225

Due 2006-2010 — —_ — | 7.74% 7,483 2062 — — —

Due 2011-2015 — — —| 617% 59,000 40,000 — — —

Due 2016-2020 —_ — —| 7.05% 60,000 86,000 | — — —

Due 20212025 | 7.99%| 219,460 219,460 | 7.00% 69,943 69943 — — —

Due 2026-2030 —_ — — | 548%| 180,134 119734 — — —

Due 2031-2035 —_ — — | 5.09% 71,900 14,800 | — — —
Total - Ohio Edison 728,725 808,725 681,151 649,162 541,725 742,225 | $ 1,951,601 | $ 2,200,112
Cleveland Electric
Tlluminating Co. -

Due 2000-2005 | 853%; 595,000 595,000 | 7.85%| 384,650 559,680 | 5.58% 27,700 27,700

Due 2006-2010 | 6.86%| 125,000 125000 | 7.29% | 271,670 271,670 | — —_ —_

Due 2011-2015 — — —1 687%| 118535 118535 | — —_ —

Due 20162020 | — — — | 6.88%| 553355 | 553355 — — —

Due 20212025 | 9.00%| 150,000 150,000 | 7.70%| 226,450 226450 | — — —

Due 2026-2030 — — — | 4.80%| 110,888 110,888 | — _ —

Due 2031-2035 — — — — — — — — —
Total - Cleveland
Electric 870,000 870,000 1,665,548 | 1,840,578 27,700 27,7001 2,563,248 | 2,738,278
Toledo Edison Co. —

Due 20002005 | 7.90%| 179,525 179,925 | 8.06% | 190,400 266,000 | 7.28%| 226,100 226,130

Due 2006-2010 — — —1 713% 30,000 30,000 | 10.00% 820 820

Due 2011-2015 — — —| = — - — — —

Due 2016-2020 — — —| 7.69% 99,000 166,300 | — — —

Due 2021-2025 — — —| 7.39% | 148,000 111,600 | — —_ —_

Due 2026-2030 — — —1 5.90% 13,851 13851 — — —

Due 2031-2035 — — —| 5.15% 30,900 S i — — —
Total - Toledo Edison 179,525 179,925 512,151 587,751 226,920 226,950 918,596 994,626
Pennsylvania
Power Co. —

Due 20002005 | 7.19% 79,370 80,344 | — — 28,200 | 5.90% 5,200 5,200

Due 2006-2010 | 9.74% 4,870 4870 — — —| — —_ —

Due 20112015 | 9.74% 4,870 4,870 | 5.40% 1,000 1,000 — — —

Due 2016-2020 | 9.74% 3,929 3,929 | 6.28% 45,325 45325 — — —

Due 20212025 | 8.33% 33,750 33,750 | 6.68% 27,182 27,182 — —_ —

Due 2026-2030 — —_ —| 6.10% 47972 479721 — — —

Due 2031-2035 — — e — — — = — —
Total - Penn Power 126,789 127,763 121,479 149,679 5,200 5,200 253,468 282,642
OES Fuel — — | 7.10% 91,620 81,260 — — — 91,620 81,260
Bay Shore Power — — | 6.60% 147,500 147,500 | — — — 147,500 147,500
MARBEL ‘

Energy Corp. — — — — — | 9.37% 638 692 638 692
Facilities

Services Group — — | 6.53% 17,601 14,782 | 7.29% — 1,887 17,601 16,669
Total $1,905,039 | $1,986,413 $3,237,050 | $3,470,712 $802,183 | $1,004,654| 5944,272| 6461779
Capital lease

obligations 163,242 158,303
Net unamortized

premium on debt 85,550 105,238
Long-term debt due

within one year (451,016) (724,056)
Total long-term debt 5,742,048 6,001,264
TOTAL

CAPITALIZATION $11,204,674 | $11,469,795

The accompanying Notes to Consolidated Financial Statements are an integral pars of these statements.
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CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDERS EQUITY

C

Numh

f
Income

of Shares

Par
Value

Other
Paid-In
Capital

FIRSTENERGY CORP. 2000

Accumulated
Other
Comprehensive
Income (Loss)

(Dollars in thousands)

Retained
Earnings

Unallocated
ESOP
Common

Stock

Balance, January 1, 1998

Net income

Minimum liability for unfunded
retirement benefits, net of
$53,000 of income taxes

Comprehensive income

Business acquisitions

Allocation of ESOP Shares

Cash dividends on common stock

$410,874

175

$411,049

230,207,141

6,861,946

$23,021

686

$3,637,522

203,496
5,495

$(614)

175

$ 646,646
410,874

(339,111)

$(146,977)

7,945

Balance, December 31, 1998
Net income
Minimum liability for unfunded
retirement benefits, net of
$160,000 of income taxes
Comprehensive income
Reacquired common stock
Centerior acquisition adjustment
Allocation of ESOP Shares
Cash dividends on common stock

$568,299

244

$368,543_

237,069,087

(4,614,800)

23,707

(462)

3,846,513

(129,671)
(468)
6,001

(439)

244

718,409
568,299

(341,467)

(139,032)

12,256

Balance, December 31, 1999

Net income

Minimum liabifity for unfunded
retirement benefits, net of
$(85,000) of income taxes

Unrealized gain on investment
of securities available for sale

Comprehensive income

Reacquired common stock
Allocation of ESOP Shares
Cash dividends on common stock

$598,970

(134)
922

$599,758

232,454,287

(7,922,707)

23,245

(792)

3,722,375

(194,210)
3,656

(195)

(134)

922

945,241
598,970

(334,220)

(126,776)

15,044

Balance, December 31, 2000

224,531,580

$22,453

$3,531,821

$593

$1,209,991

$(111,732)

The accompanying Notes to Consolidated Financial Statemenss are an integral part of these statemenss.




FirsTENERGY CORP. 2000

CONSOLIDATED STATEMENTS OF PREFERRED STOCK (Dollars in thousands)
Not Subject to Subject to
Number } Par or Number . - Par or
of Shares Stated Value of Shares Stated Value
Balance, January 1, 1998 12,442,699 $660,195 5,469,408 $356,243
Redemptions ~
8.45% Series (50,000) (5,000)
$7.35 Series C (10,000) (1,000)
$88.00 Series E (3,000) (3,000)
$91.50 Series Q (10,714) (10,714)
$9.375 Series (16,650) {1,665)
Balance, December 31, 1998 12,442,699 660,195 5,379,044 334,864
Redemptions —
7.64% Series (60,000) (6,000)
8.00% Series (58,000) (5,800)
8.45% Series (50,000) (5,000)
$7.35 Series C (10,000) {1,000)
$88.00 Series E (3,000) (3,000)
$91.50 Series Q (10,714) (10,714)
$90.00 Series S (18,750) (18,750)
$9.375 Series (16,900) (1,690)
Balance, December 31, 1999 12,324,699 648,395 5,269,680 294,710
Redemptions ~
8.45% Series (50,000) (5,000)
$7.35 Series C (10,000) (1,000)
$88.00 Series E (3,000) (3,000)
$91.50 Series Q (10,714) (10,714)
$90.00 Series S (18,750) (18,750)
Amortization of fair market
value adjustments —
$7.35 Series C (69)
$88.00 Series R (3,872)
$90.00 Series S (5,734)
Balance, December 31, 2000 12,324,699 $ 648,395 5,177,216 $246,571

The accompanying Notes to Consolidated Financial S are an integral part of these statements.
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FirsTENERGY CORP. 2000

CONSOLIDATED STATEMENTS OF CASH FLOWS (I thousands)
For the Years Ended December 31, 2000 1999 1998
CASH FLOWS FROM OPERATING ACTIVITIES:
Net Income $ 598,970 | §$ 568,299 | $ 410,874
Adjustments to reconcile net income to net
cash from operating activities:
Provision for depreciation and amortization 933,684 937,976 758,865
Nuclear fuel and lease amortization 113,330 104,928 94,348
Other amortization, net (11,635) (10,730) (13,007)
Deferred income taxes, net (79,429) (45,054) (23,763)
Investment tax credits, net (30,732) (19,661) (22,070)
Extraordinary item — — 51,730
Receivables (150,520) (203,567) 35,515
Materials and supplies (29,653) 19,631 (14,235)
Accounts payable 118,282 82,578 (73,205)
Other 45,529 53,906 (49,727)
Net cash provided from operating activities 1,507,826 1,488,306 1,155,325
CASH FLOWS FROM FINANCING ACTIVITIES:
New Financing — :
Common stock —_ — 204,182
Long-term debt 307,512 364,832 499,975
Ohio Schools Council prepayment program — — 116,598
Short-term borrowings, net 281,946 163,327 —
Redemptions and Repayments —
Common stock 195,002 130,133 —
Preferred stock 38,464 52,159 21,379
Long-term debt 901,764 847,006 804,780
Short-term borrowings, net — — 48,354
Common Stock Dividend Payments 334,220 341,467 339,111
Net cash used for financing activities 879,992 842,606 392,869
CASH FLOWS FROM INVESTING ACTIVITIES:
Property additions 587,618 624,901 652,852
Cash investments (17,449) (41,213) 47,804
Other 120,195 28,022 82,239
Net cash used for investing activities 690,364 611,710 782,895
Net increase (decrease) in cash and cash equivalents (62,530) 33,990 (20,439)
Cash and cash equivalents at beginning of year 111,788 77,798 98,237
Cash and cash equivalents at end of year $ 49,258 | $ 111,788 | $§ 77,798
SUPPLEMENTAL CASH FLOWS INFORMATION:
Cash Paid During the Year —
Interest (net of amounts capitalized) $ 485,374 | $ 520,072 | $ 536,064
Income taxes $ 512,182 | $ 441,067 | $ 326,268

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.



FIrsTENERGY CORP. 2000

CONSOLIDATED STATEMENTS OF TAXES (In thousands)
For the Years Ended December 31, 2000 1999 1998
GENERAL TAXES:
Real and personal property $ 281,374 | $ 276,227 | $ 292,503
State gross receipts 221,385 220,117 217,633
Social security and unemployment 39,134 37,019 27,363
Other 5,788 10,689 13,409
Total general taxes $ 547,681 | $ 544,052 | $ 550,908
PROVISION FOR INCOME TAXES:
Currently payable -
Federal $ 467,045 | $ 433,872 | $ 313,960
State 19,918 25,670 14,452
486,963 459,542 328,412
Deferred, net —
Federal (60,831) (36,021) (14,259)
State (18,598) (9,033) (9,504)
(79,429) (45,054) (23,763)
Investment tax credit amortization (30,732) (19,661) (22,070)
Total provision for income taxes $ 376,802 | $ 394,827 | $§ 282,579
RECONCILIATION OF FEDERAL INCOME TAX
EXPENSE AT STATUTORY RATE TO TOTAL
PROVISION FOR INCOME TAXES:
Book income before provision for income taxes $ 975,772 | $ 963,126 | § 693,453
Federal income tax expense at statutory rate $ 341,520 | $ 337,004 | $ 242,709
Increases (reductions) in taxes resulting from —
Amortization of investment tax credits (30,732) (19,661) (22,070)
State income taxes, net of federal income tax benefit 1,133 10,814 3,216
Amortization of tax regulatory assets 38,702 23,908 28,915
Amortization of goodwill 18,420 19,341 17,868
Preferred stock dividends 18,172 22,988 19,250
Other, net (10,413) 343 (7,309)
Total provision for income taxes $ 376,802 | $ 394,827 | $ 282,579
ACCUMULATED DEFERRED INCOME TAXES
AT DECEMBER 31:
Property basis differences $1,245,297 | $1,878,904 | $1,938,735
Deferred nuclear expense 408,771 421,837 436,601
Impaired generating assets 565,893 — —
Customer receivables for future income taxes 62,527 159,577 159,526
Competitive transition charge 95,497 115,277 135,730
Deferred sale and leaseback costs (128,298) (129,775) (61,506)
Unamortized investment tax credits (85,641) (96,036) (102,085)
Unused alternative minimum tax credits (32,215) (101,185) (190,781)
Other (37,724) | (17,3349 (33,356)
Net deferred income tax liability $2,094,107 | $2,231,265 | $2,282,864

The ac

Y 4

ing Notes to Consolidated Financial Statements are an insegral part of these statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies:

The consolidated financial statements include
FirstEnergy Corp. (Company) and its principal
electric utility operating subsidiaries, Ohio Edison
Company (OE), The Cleveland Electric Illuminating
Company (CEI), Pennsylvania Power Company
(Penn) and The Toledo Edison Company (TE).
These utility subsidiaries are referred to throughout
as “Companies.” On September 1, 2000, the
Companies transferred their transmission assets to
the Company’s wholly owned subsidiary, American
Transmission Systems, Inc. (ATSI). As a result, ATSI
owns and operates the Company’s major high-voltage
transmission facilities and has interconnections with
other regional utilities. The consolidated financial
statements also include the Company’s other principal
subsidiaries: FirstEnergy Services Corp. (FE Services);
FirstEnergy Facilities Services Group, LLC (FE
Facilities); FirstEnergy Trading Services, Inc. (FETS),
which merged into FE Services on January 1, 2001;
and MARBEL Energy Corporation (MARBEL). FE
Services provides energy-related products and services
primarily on a regional basis and has two subsidiaries,
Penn Power Energy, Inc., which provides electric
generation services and other energy services to
Pennsylvania customers and FirstEnergy Generation
Corp., which operates the nonnuclear generation
businesses of the Companies. FE Facilities is the
parent company of several heating, ventilating, air
conditioning and energy management companies.
FETS had primarily acquired and arranged for the
delivery of electricity and natural gas to FE Services’
retail customers. MARBEL is a fully integrated natural
gas company. Significant intercompany transactions
have been eliminated.

The Companies follow the accounting policies and
practices prescribed by the Public Utilities Commission
of Ohio (PUCO), the Pennsylvania Public Utility
Commission (PPUC) and the Federal Energy Regula-
tory Commission (FERC). The preparation of financial
statements in conformity with accounting principles
generally accepted in the United States (GAAP)
requires management to make periodic estimates and
assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses. Certain prior year
amounts have been reclassified to conform with the
current year presentation.

Revenues —

The Companies’ principal business is providing
electric service to customers in central and northern
Ohio and western Pennsylvania. The Companies’
retail customers are metered on a cycle basis. Revenue
is recognized for unbilled electric service through the
end of the year.

Receivables from customers include sales to residen-
tial, commercial and industrial customers located in
the Companies’ service area and sales to wholesale cus-
tomers, Thetre was no material concentration of receiv-
ables at December 31, 2000 or 1999, with respect to
any particular segment of the Companies