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The painted trees offallcover the rolling
countryside of central eastern Penn-

sylvania surrounding thesiteof the
company's Susquehanna Steam Electric
Station, near Berwick, Pa.
Susquehanna, PP&L's first nuclear
facility, willprovide more than 2 million
kilowatts of electricity fromits two boiling
water reactors. The company expects to
receive an operating license for the first
unit at the plant in the summer of1982,
with commercial operation to beginin the
second quarterof 1983. Thesecond unitis

projected to begin commercial operation in
the last quarter of 1984.
Throughout this report, you willfind the
story, in words and pictures, of many of the
people involved in completing Susquehanna and preparingit to operate safely
and efficiently.

On the Back
Aquaculture project supervisor Todd Beck
and greenhouse worker Hermi Kramm
display the products ofPP&L's research
programs using waste heat from power
plants.
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Allentown General OEEice

Pennsylvania Power & Light Companyis an Allentownbased electric utilityproviding service to 1,006,570 homes
and businesses throughout a 10,000-square. mile areain
29 counties of central eastern Pennsylvania. Principal cities
in the PP&L service area are Allentown, Bethlehem,
Harrisburg, Hazleton, Lancaster, Scranton, Williamsport
and Wilkes-Barre.
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Highlights
Customers (a)

Common Shareowners (a)

1981

1980

1,006,570

999,525

165,096

157,316

Kilowatt-hours of Electric Energy Sales

Billion

Customers

23.0

Interchange Power

Billion
30.2 Billion
6.3

Kilowatt-hours of Electricity Generated
Operating Revenues

$ 1,133

......

Capital Provided by Investors (a)
Utility Plant (a)
Net Plant in Service

$ 4.6

$ 2.1

.

Construction Work in Progress

$ 2.3

Return on Average Capital Provided
by Investors (b)

Million
Billion
Billion
Billion

22.5

Billion

Billion
32.9 Billion
$ 885 Million
9.8

$ 3.9

Billion

$ 2.0

Billion
Billion

$ 1.9

11.20%

9.70%%uo

Common Stock Data

Return on Average Common Equity (b) ..
Earnings Per Share (b)

12.75%%uo

10.38%

$ 3.17

$ 2.64

Dividends Declared Per Share

$ 2.24

$ 2.12

$ 24.52

$ 24.68

1.94

2.10

Book Value Per Share (a)

.

.......

Times Interest Earned Before Income
Taxes (b) .

(a) At year-end.
(h) 1981 excludes nonrecurring credit related to an accounting change.

Where the PP&L Income Dollar Went for the Year 1981
5c Earnings Reinvested

Net Cost of Energy 290

144

Dividends

18'nterest
Taxes

7C

Employees 114

6C

Depreciation

104 Materials, Services,

Rents, etc.
Income includes revenues, other income and the allowance for funds used during construction.

President's Letter
There were encouraging signs in 1981 that the
country is beginning to come to grips with its energy
problems. This growing awareness of the need for
long-range solutions stems from a better appreciation
of the impact of energy policy on the nation's
economy and on its vulnerability to disruptions in the
world oil market.
The fact that only the timing of such future crises is
uncertain provides a compelling rationale for making
greater use of our domestic energy resources. And
since it takes years for new energy supplies to come
on line, there is no reason to be lulled into complacency by the recent oil glut. Long-term solutions
require both more efficient use of energy and
expanded development of domestic energy resources.
our most useful and
Fortunately, electricity —
can be generated from the
versatile form of energy —
nation's two most abundant domestic fuels, uranium
and coal. Fortunately, too, both Congress and the
administration early last year began to push for the
timely completion of nuclear and coal-fired power
plants.

This growing national concern about the risk
and cost ofunnecessarily delaying power plants
under construction was reflected in PP&L's
significant progress in completing the licensing
hearings for our Susquehanna nuclear plant
last October, months sooner than we had earlier
thought possible.
The first of these two generating units is scheduled
for commercial operation in the second quar ter of 1983
and we now expect to receive an operating license
later this year to support that timetable. After almost
marking as
a decade of construction, these events —
they do the beginning of Susquehanna operations—
have very favorable implications for long-range
economies and reliability.
Initially,as would be the case with any large power
plant beginning operation in the 1980s, the company's
cost of service willincrease when the Susquehanna
units first go on line. But because of the low cost

of nuclear fuel, PP &L's rates are expected to
be lower within the first five to 10 years of
plant operation than they would have been
without Susquehanna.

In addition to these long-term economic benefits,
nuclear generation willenhance the reliabilityof
the PP&L system by providing a more diversified fuel,
mix. This willreduce our vulnerability to fuel supply
disruptions such as those experienced around the
country in recent years.

With both units in operation,'n average of
more than one-quarter of our customers'eeds

for electricity willbe supplied by nuclear fuel.
The balance willbe met by coal and hydroelectric power, except for short-term
peak demands, when oil-fired generation will,
be used.
Susquehanna operation also willpermit the
company to sell more power from our coal-fired plants
to neighboring utilities. Savings from these power
sales, which displace oil-fired generation in the
Pennsylvania-New Jersey-Maryland power pool, are
passed on to customers.

Another very important benefit ofcompleting
the first Susquehanna unit is the reduction in
our needs for outside financing. Cutting
back our financing requirements from the
burdensome levels of the past few years is a top
company priority.
As we move toward operation of the Susquehanna
and achieving the benefits mentioned hereplant —
it's important to know that PP&L people continue
to be dedicated to performing every aspect of their
work with an uncompromising commitment to safe
and efficient nuclear operation. We are committed
to meeting our responsibility for the safe
operation of the Susquehanna plant. The safety
of the public and of our employees has been,
and willcontinue to be, our highest priority.
The significant achievements of 1981 extend
beyond the progress made in completing Susquehanna. Despite inflation affecting every phase of our
operations, 1981 was a good year in terms ofimproved
earnings. Also, our rates for electric service,
continued to be well below the average for our
part of the country.
The company's year-end earnings of $ 3.17 per
share, excluding a one-time credit of 23 cents per share
due to an accounting change, were up 20 percent from
1980. A $ 73 million base-rate increase granted in
late 1981 should help keep our earnings at a
reasonable level through 1982, as well as provide
an essential level of base-rate revenue until Susquehanna Unit 1 begins commercial operation. That
increase, which was approved by the Public Utility
Commission in December, became effective the first of
this year.
Although we are working hard to restrain the
impact ofinflation, such rate increases are needed
to provide customers with a reliable supply of
electricity in an environmentally acceptable manner,
while continuing to provide a fair return to our
investors. It is our objective to keep PP&L's

rates significantly below the average for our
area of the country, and in the long term, to hold
increases to less than the general rate of
inflation. Having the Susquehanna units in

service and operating efficiently is an essential
part of our effort to hold down rates in the long
run.
One of the ways we continue to cushion the impact
of rising prices on our customers is by selling power
to other utilities. Our power sales in 1981 lowered our
own customers'ills by about $ 64 million. This benefit
would not be possible without the continued good
performance of our generating plants. Although our
plant performance declined slightly in 1981, PP&L
plants still achieved the lowest total outage rate
among the 11-member PJM pool.
On another important front, PP&L's energy

conservation programs continued last year to
help customers make more efficient use of
energy. The fact that conservation is an
economic and readily available energy option is
becoming more and more clear. Most of our
conservation programs also are designed to reduce
the growth in peak demand. This provides the added
advantage of deferring the need for new generating
plants in the years following Susquehanna.
Last year we broadened our concept of energy
conservation by initiating a comprehensive program
to extend the life of our existing power plants.

,

,

The fundamental purpose of all of PP&L's
conservation programs is to make the most
effective use of vital energy resources. As a
practical matter, given today's high construction costs compounded by siting, environmental
and other licensing constraints, PP&L's
present power plants are irreplaceable either
in terms of capital cost or operating efficiency.
It is essential that we find ways to extend the life of
efficient generating plants built with yesterday'
"cheap" dollars. This conservation program willhelp
us stretch the useful life of existing energy resources

during the transitional period until riew energy
technologies can be made available and cost-effective.
Along those lines, we also are stepping up our
efforts to apply modern design principles to
energy use and supply technologies that are
available today to save relatively small, but
important, increments of energy. A good example
of this concept is the company's Passive Solar Home
Research Project described later in this report. Six
homes, each incorporating different design
techniques, were built to demonstrate how solar
energy can be used now on a cost-effective basis in our
service area. This project uses modern material
science and design principles in a way that makes
passive-solar energy a practical option today.
Similarly, a project using waste heat from the
Montour power plant clearly shows how an energy
resource that once was ignored can now be used

successfully to heat a large commercial greenhouse.
Renewable energy technologies such as small-scale
hydro, refuse burning and cogeneration also have
good potential for being cost-effective future sources of
energy in Pennsylvania.
We have no choice but to pursue these options.
No new technology is on the horizon to replace
nuclear and coal-fired central station
generation and both of these have considerably less than full public acceptance.
However, the aggregate effect of applying relatively
small and decentralized energy conservation and
supply options over the next decade or two can
permit us to defer building a large new power plant.
Our purpose in advancing the practical application
of alternative energy technologies today is to tap
this large potential savings for our customers and
shareowners in the future.
Certainly never before has innovation been
more important in meeting our challenge to
provide economical and reliable electric service
to our customers and a fair return to our
shareowners.
In these demanding times, our confidence in the
future is based on the positive attitude and talents of
PP&L people and the continued support of our
shareowners. Through 1982 and into the future, we
plan to continue earning both your support and
the support and confidence of the public we serve.

Respectfully submitted,

Robert K. Campbell

March

1, 1982
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The company's primary focus
through 1981 has been directed
toward completing the Susquehanna nuclear plant. Throughout
this Year in Review, you'l find the
story of many of the people
involved in completing the plant
and preparing it to operate safely
and efficiently.

Operations
PP&L's 1981earnings were $ 3.17
per share (excluding a 23-centsper-share nonrecurring credit
due to an accounting change),
compared with $ 2.64 a year
earlier. The improvement in
earnings mostly comes from
higher base-rate revenues allowed
by regulatory commissions during
the year. An in-depth discussion

of the company's financial
condition and operating results
begins on page 22.

Dividend Increased
The quarterly dividend rate on
common stock was increased
3 cents to 56 cents per share, or
$ 2.24 on an annual basis, beginning April 1, 1981. The quarterly
dividend had been 53 cents per
share since April 1, 1980.

Electric Usage Up
Despite the generally depressed
state of the economy and the
conservation efforts of PP&L
customers, overall electric sales in
1981 were up slightly. Eilowatthour sales increased 2 percent
from a year earlier.
Industrial sales rose 0.7 percent,
even though layoffs and plant

closings affected a number of
industries in the company's service
area. Because 1981 was not
expected to be a recession year,
many companies already had
planned new facilities to come on
line during the year. This caused
industrial sales to new facilities to
outpace declines from customers
who closed plants or offices.
In addition, commercial sales of
electricity increased 2.6 percent for
the year.

Demand Management
An electric use peak on PP&L's
system was set during unusually
cold weather on Jan. 11, 1982,
when meters recorded a onehour demand of 5.2 million
kilowatts, an increase of 5.3 percent above the previous peak set

in January

"

Therefore, PP&L's long-term
corporate objective in this area is
now to reduce the incxeasein
demand to a level that willenable
the company to defer the need for
new large power plants until after
the turn of the century.

Construction Costs
The company spent about

$ 623 million for new construction
in 1981, of which $ 495 million

was for the construction of the
Susquehanna nuclear plant.
Construction expenditures
in 1982 are expected to be

$ 720 million, with $ 603 million
going toward the Susquehanna
plant. For the 1982-through-1984
period, the company expects to
spend about $ 1.7 billion for
construction.

1981.

Despite the new peak load,
PP&L's efforts to reduce the
growth rate in peak demand are
proving effective. Peak demand
represents the maximum amount
of electricity all customers need
at one time. Reducing the rate
of growth in demand helps defer
the need for new generating
capacity, which has become
extremely expensive in today'
world of inflation and high
financing costs. It is estimated
that the peak demand could have
been as much as 180,000 kilowatts
higher ifthe company had not *
initiated programs to encourage
demand management and energy
conservation by its customers.
In late 1977, the company
adopted a program to reduce the
growth rate in peak demand to no
greater than an average of
2.5 percent compounded annually
through 1995. Present forecasts
indicate therate ofincreasein peak
demand can be held to an annual
average of about 2.4 percent over
that period, taking into account
current economic conditions and
the company's efforts in demand
management.

Millionth Customer
PP&L added its one millionth
customer in January 1981. The
half-million mark was reached in
1949, 29 years after the company
was incorporated. The company
now serves a total population of
2.5 million people in central
eastern Pennsylvania.

Rate Activities

t

A $ 97 million base-rate increase
was granted the company by the

Pennsylvania Public Utility
Commission in late 1980 and went
into effect in January 1981.
The PUC approved another
increase in December 1981. This
$ 73 million increase was the result
of an agreement concerning the
company's Augustrequest for
$ 112 million. Although the PUC
suspended the request and
begun public hearings, a settlement was negotiated that allowed
the smaller increase to become
effective Jan. 1, 1982.
The agreement was reached by
the PUC staff, the Office of the
'ad

T

ConeCz zccCion
Construction of the Susquehanna
plant continued at a steady pace
through 1981, with a primary goal of
completing construction of Unit I in
the summer of 1982. PPkL engineers
have helped bring the company to the
verge of meeting that goal through
their work with representatives
of the plant's architectlengineer and
contractor, Bechtel Power Corp.
PP&L Project Construction
employees monitor work as equipment is being installed, review
plans for various plant components,
direct work on specialized systems
and perform a number of other
duties. Their efforts are playing a
major role in get tin g the Susquehanna
plant "ready to go."

Don Warshaver, engineer, 2. Duane
Sadvary, engineer, 3. Terry Klock,
construction inspector, 4. Rodney
Mastauskas, engineer, 5. Bob Hoopes,
en gineer.
1.

Consumer Advocate, several large

industrial customers and representatives of the company.
Although the increase is only
about 65 percent of the company's
request, receiving the smaller
amount in January had the
effect of providing an immediate
boost in revenues. Without a settlement, the PUG decision could have
been delayed until late May 1982.

Energy Charge
Adjustments
The PUC in June approved the
company's request to change the
method by which energy costs are
recovered in rates. Previously, the
historic cost of fuel, energy
purchases and interchange
transactions were included as a
variable monthly charge on
customer bills. Beginning July 1,

future energy costs were estimated
and allowed to be recovered
at a constant monthly rate per
kilowatt-hour. Any changes in the
rate during the year as a result of
significant variation in the level
of power costs must be approved
by the PUC.
As part of the change in the
energy charge in July, the PUC
approved a proposal to modify the
way in which the company
recovers the value of electricity
generated by a new power plant

undergoing testing. During startup and testing, the Susquehanna
plant is expected to contribute a
large amount of electricity to
PP&L's system.
The "fair value" of that test
power willbe applied as a credit
toward the construction costs
of the plant. The benefits ofthe

lr
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Training employees at Susquehanna
is a never. endingjob. Nuclear reactor

operators are trained on a full-scale
simulator. Experience gained at
this duplicate of the plant's actual
control room helps operators meet the
rigid requirements of the Nuclear
Regulatory Commission. But training
doesn't stop with reactor operators.
A model of a boiling water reactoris
used in classroom training to
familiarize workers with various
plant systems. Other employees
learn how to align pumps, how to
adjust critical valves, hour to test
electrical equipment. Most importantly, employees learn how to
perform their jobs safely.
Training reallyis a never-endingjob
at Susquehanna. All employees
routinely participate in refresher
courses in a variety of fields.
1. Gerry Van Art, station mechanic;
Ralph Daily, station repairman, 2. Bill
Di Domenico,instructor, 3. Gary
Merrill, simulator instructor,
4. Kenneth Jones, instructor, 5. Art
Fritch, simulatorinstructor; Jim
Everett, shift technical advisor.

Ml4
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test power willlower the construction costs and decrease the annual
capital charges that will be
reflected in customer bills when the
plant begins commercial operation.
In December, the PUC allowed
the company to set its energy
charge for 1982at1.375cents per
kilowatt-hour. Theenergycharge
for the last half of 1981 had been
0.642 cents per kilowatt-hour.

E

Wholesale Rates
Base rates to wholesale customers were increased about
$ 2 million, or 13 percent, in
December. The company had
requested an increase from the
Federal Energy Regulatory
Commission in March 1981. The
agency suspended the increase for
investigation and hearings.
However, before hearings had
begun, the company and its 15
wholesale customers reached a
compromise agreement.
The settlement specified that the
increase be retroactive to Aug. 9,
1981, the date the agreement
was reached. PP&L's lastrate
increase to wholesale customers
was in 1976.

Financing
Outside financing to meet the
company's capital needs totaled

million in 1981.
In February, the company sold
$ 50 million of 15 percent first
mortgage bonds in a private placement. Another $ 50 million was
$ 648
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raised through the private placement of 14% percent first mortgage
bonds —
$ 17 million in February
and the balance in May. Another
$ 52 million was obtained through
the private placement of
16'/2 percent first mortgage bonds
in October.
In addition, $ 27.1 million was
provided from the construction
fund established in connection
with the 1980 sale of pollution
control revenue bonds by the
Lehigh County Industrial Development Authority in Allentown.
The company borrowed
$ 100 million in June and another
$ 75 million in December under
revolving credit arrangements
with a group of domestic banks.
The interest rate on these loans,
which mature in 1985, willvary
with the "prime" interest rate
charged by the banks.

In December, $ 50 million was
raised from a public sale of
depositary preference shares. The
depositary preference shares, each
representing one-fourth of a share
of a new $ 15 series of preference
stock, were offered at $ 25 per share.
Depositary preference shares were
issued to provide a broader
distribution of ownership.
An additional $ 65.4 millionwas
raised through the sale of 4 million
shares of common stock in
August. The common stock was
offered to the public at $ 17 per
share.
The company sold $ 56 million of
common stock through its
dividend reinvestment program
and $ 3.3 million of common stock
through its employee stock
ownership plan.
Short term debt in the form of
outstanding commerical paper
notes increased $ 119.2 million
in 1981.

Susquehanna

Nuclear Project
Each month in 1981 brought
the company closer to completion
of the first unit at PP&L's Susquehanna nuclear plant near
Berwick, Pa. Allegheny Electric
Cooperative Inc., a Harrisburgbased utility supplying wholesale
power to 14 rural electric distribution systems in Pennsylvania
and New Jersey, owns 10 percent of
the plant.
The company entered 1981 with
concerns prompted by a report
from the Nuclear Regulatory
Commission that Susquehanna
and a number of other nuclear
plants could face licensing delays
of up to a year. However, licensing
activities during the year have
progressed well and the company
now expects to receive an
operating license for Unit 1 in the
summer of 1982.
Plant construction and licensing
activity continued at a rapid pace

Safety comes first at. Susquehanna.
is committed to building and
operating the plant safely. Numerous
safety systems are designedinto the
plant. Backup safety systems are, in
turn, backed up by still more safety
systems.
Yet, people remain the key to safety.
PP8'cL people are making sure that
the plant is safe. The ultimate minuteto.minute safety of the plant rests
on the shoulders of the plant
operations people. They must be able
to respond quickly and correctly to any
situation that arises. In addition, a
special safety assessment group
operates independently of the plant's
management to examine sa fety
systems and revietv operating
procedures.
PPd'cL

1. James Tolerico, plant control
operator trainee; Stan Laskos,
operations shift supervisor; Frank
Tarselli, plant contol operator trainee,
2. Rich Henry, nuclear safety
evaluator, 3. Frank Gruscava ge, site
nuclear safety assessment group
supervisor.
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throughout the year. Here is a
chronological review of major
events concerning the Susquehanna plant:
~

~

~

The NRC approved the company's request in February for
an extension of the construction
permits for the plant. Construction delays since the permits
were issued in 1973 made the
extension necessary.
The Berwick YMCAand PP&L
agreed that the company could
modify the YMCAbuilding
and be guaranteed its use as a
media operations facility in case
of an emergency at the plant.
PP&L paid $ 300,000 to the
YMCAto pay the cost of
renovations and willmake an
annual payment to help with
maintenance costs. The building
will contain an auditorium for
more than 500 people and several
smaller working rooms that
could be used by company staff,
state and federal agency representatives and members of the
news media. Regular YMCA
functions will continue in the
building except during drills or
an actual emergency.

A permanent nuclear safety

~

~

The company and two neighboring utilities concluded in
March that joint ownership of
their nuclear units was not
advantageous at the time, but
would not rule out such ownership options for the future.
PP&L, Philadelphia Electric Co.
and Public Service Electric and
Gas Co. of New Jersey had been
investigating ways to pool
resources to share the financial
risks and operational requirements of owning nuclear units.

of 1984.
~

~

in July

1982.

Construction also began in May
on a $ 20 million building on the
plant site designed to hold up
to four years'orth of low-level
radioactive waste from the plant.
The building's cost had been estimated at $ 11.5 million in last
year's annual report before

A 78-mile stretch of transmission
line that eventually willcarry
power from the Susquehanna
plant was completed in May. The
Susquehanna-Wescosville and
Wescosville-Alburtis transmission lines willoperate at
500,000 volts and carry electricity
from the plant in Luzerne
County to the Wescosville and
Alburtis substations in Lehigh
County. Presently, the line
increases the reliability of
electric transmission between
the northern and southern
portions of PP&L's service area.

~

An independent panel of experts,
the Advisory Committee on
Reactor Safeguards, recommended to the NRC that the Susquehanna plant could be
operated without undue risk to
the health and safety of the
public. The committee also
cited PP&L's management
expertise and training program

Construction of a $ 4.8 million
Emergency Operations Facility
one-half mile west, of the plant
began in May. The facility will
provide space for PP&L management and technicians, as well
as representatives of state and
federal agencies, in case of an
emergency. The building should
be completed

The Safety Evaluation Report
for the Susquehanna plant was
issued by the NRC in April. The
report contained the NRC staff
review of the plant's nuclear
safety design. The issuance of
the safety report was a significant milestone in the
licensing process for Sus-

~

A delay in the in-service dates for
the Susquehanna units was
announced in May. The continued licensing delays at that time
and additional pre-operational
testing requirements combined
to make the second quarter of
1983 the likely commercial
operation date for Unit 1. Unit 2
commercial operation was projected for the second quarter

assessment group was formed in
March to review the manner in
which quality control and safetyrelated programs are performed.
The independent assessment
group reports directly to PP&L's
senior vice president-Nuclear.
~

detailed design work was
completed. The shielded, concrete facility is being built
because of the current uncertainty regarding the availability of licensed disposal sites
when the plant is operating.
Low-level wastes that could be
temporarily stored in the
building include protective
clothing, tools, solidified liquid
wastes and other items that
become slightly contaminated
during plant operation.

quehanna. The report concluded
that after resolving remaining
issues, the Susquehanna plant
could be operated without
endangering the health or
safety of the public.

as outstanding.
~

An audit of management
decisions regarding the plant
since the early 1970s concluded
that the company's decisions
had been sound. PP&L had
commissioned the independent
study by Management Analysis
Co. of San Diego. The report
covered a number of areas
of plant construction manage-

much of the fear, of nuclear
power can be removed when
people learn more about this
valuable energy alternative.

ment and compared PP&L with
12 utilities building similar
nuclear plants during the same
period.
~

The NRC staff issued its Final
Environmental Report on
Susquehanna in June. That
report had to be issued before
licensing hearings could
proceed. The report recommended that from an environmental standpoint and subject
to certain conditions, the plant
could be licensed.

~

Testing ofmore than 100
emergency warning sirens
around the plant began in the
fall. The sirens, most of
which are within a 10-mile
radius of the plant, are designed
to be operated by local emergency agencies in the event ofan
accident. The sirens signal
residents to listen to local radio
or television stations for
information and instructions.

~

~

John Saeger, an engineering
manager with more than 20
years'xperience at PP&L,
succeeded Robert Gombos as
President Campbell's special
assistant in Berwick. This
position provides a valuable link
between the company's top
management and the people and
governments surrounding the
Susquehanna plant.

~

The first of a series of monthly
training sessions to prepare
plant personnel to respond
quickly and accurately under
emergency conditions was held
in October.
A full-scale emergency drill
will be held in March 1982 and
willinclude all local, state and
federal agencies that would
be involved in an actual emergency. That drillwillbe critiqued
by the NRC and the Federal
Emergency Management
Agency.

A license to receive nuclear fuel
at the project site was received in
September. The first shipment of
fuel assemblies arrived at the
plant Oct. 13. The shipment
contained 30 bundles of fuel.
About 750 bundles are needed
to load one reactor. Additional
deliveries have been made and
fuel now is being stored in
anticipation of loading into the
Unit 1 reactor when an operating
license is issued.

~

10

More than 10,000 plant neighbors and shareowners toured the
project site during two weekend
open-houses in September.
Visitors were able to view films
about the plant and its operation,
talk with health physics
personnel about radiation and
how it willbe monitored and
take a "walk-through" of
the project. The company
believes the mystery, and thus

~

A construction milestone was
achieved in November with
completion of the "operational
hydro" test of the Unit1 reactor

pressure vessel. The test involved bringing the 750-ton
vessel to a pressure of about
1,000 pounds per square inch to
check for leaks. The testis

required after the installation of
control rod drive units and
instrumentation through the
bottom of the vessel.
~

Berwick area physicians
attended a seminar on radiological health, which was
sponsored by The Pennsylvania
State University and PP&L in
November. The two-day session
gave area doctors a chance to
review concepts of radiation

health effects and to learn more
about radiation in nuclear
power plants.

Operating License Hearings
Hearings to determine whether
the Susquehanna plant should
be recommended to receive an
operating license were completed
in October 1981. Completing the
hearings before an Atomic Safety
and Licensing Board was one of
the most significant events ofthe
year in the company's progress
toward operating the plant.
PP&L had filed an application
for a license in July 1978. Since
that time, the company has
resolved more than 1,000 questions
raised by the NRC staff concerning the plant. The ASLB is
expected to reach a decision in the
spring. After a decision is reached,
the NRC Inspection and Enforcement branch must verify that the
plant is ready to load fuel and that
the company has met regulatory
requirements for construction and
operation.

Quali ty Assurance

Quality Control

In addition to making Susquehanna
a safe plant, PPd'cI is planning on
makingit an efficient plant. Peoplein

both Quality Assurance and Quality
Control are helping make sure that
those plans become reality.
Quality Control personnel work to
make sure that equipment meets rigid
standards ofperformance. Frominspectin g complex emergency systems
to examining new fuel bundles as they
arrive at the plant, "quality"is thekey.
Quality Assurance personnel apply
the same rigidstandards tooperating
procedures at the plant. Good performance does not occur by chance.
Quality Assurance provides programs
and proceduresin advance, so that
performance willfollow.

e
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I. Gary Yezefski, engineer, Integrated
Start-up Group; BillJones, project
en gineer-Proj ect Construction,
2. Bernie Counterman, quality control
inspector, 3. Bob Prego, senior project
engineer-nuclear quality assurance,
4. Bob Brouse, senior nuclear quality
assurance analyst, 5. Don Rarick,
senior quality control specialist.

improved safety and operations
at the plant, and the continued
concentration of efforts to

Vp

complete Unit 1.

Energy Management
Revised Plant Schedule
In January 1982, the projected
commercial operation date of
Unit 2 was moved back to the
fourth quarter of 1984. However,
Unit 1 remained on schedule for
commercial operation in the
second quarter of 1983. The

company also estimated that the
total cost of the plant would rise to
$ 3.85 billion. PPgrL's share of that
amount is $ 3.5 billion.
The higher cost and the schedule
delay are due to a large increase in
the work required to complete
necessary design changes aimed at

Energy management at PP&L is
more than simply conservation.
Energy management is using
energy wisely, while at the same
time controlling demand. Many of
the company's programs in 1981
were directed at finding ways to
reduce the impact of energy use
on the company's generating
facilities when customer demand
for electricity is at its highest.
11
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Pioneer Rates
One energy management pro-

gram is PP&L's "pioneer" rate
plan, which was approved by the
PUG in 1981. In order to encourage
the development of ways to tap

renewable energy resources such
as the sun, wind, water and waste
products, the company now offers
to purchase electricity generated
from these resources at a minimum
of 6 cents per kilowatt-hour. This

I

rate was designed to encourage
pioneers in the renewable energy
field so the company can get a
better picture of how renewable
int the energy
energy resources
future of its service area.
fit
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How willSusquehanna measure up?
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One way is at the hands

of employees
in health physics and chemistry.

Health physics technicians are
responsible for measuring radiation at
the plant. All workers and visitors
to the site willwear special monitoring
equipment to keep track of radiation
exposure. Records will be kept so
workers are not exposed to amounts

of radiation abovesafelimitssetbythe
ebe one
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NRC.
Employees in the chemistry section
will measure concentrations of
elements dissolved in water within
different plant systems. Normal waste
water discharged from the plant
will be monitored regularly to assure
that no harmful material enters the
environment.
1. Margy Rochester, health physics
specialist-dosimetry, 2. Chuck
Madara, health physics technician,
3. Theresa Kelley, chemistry
technician, 4. Pat Treier, chemistry
technician.

Insulation Standards
A measure proposed by PP&L
and approved'by the PUC requiring certain insulation
standards in new buildings as a
condition for electric service was
overturned by the Pennsylvania
Commonwealth Court in July. The
Pennsylvania Builders Association had appealed the PUC
decision. The PUC has asked the
Pennsylvania Supreme Court to
overrule the lower court decision.
The company, although disappointed with the court ruling, is
working with state government
officials to encourage the most
effective insulation standards
possible as part of the statewide
energy conservation building code.

survey, a list of recommended
conservation measures and an
estimate of costs to make recommended changes, along with
projected savings.

Other Programs
PP&L introduced two demonstration programs in 1981 offering
customers incentives ifcertain
types of energy-efficient equipment were installed. The Least
Impact Systems program offers a
limited number of customers up
to $ 1,200 to install either a dualfuel heat pump that uses oil as
a backup fuel instead of resistance
heat during periods of extreme
cold, or a heat pump in conjunction
with an off-peak storage heating
system.

Rate Programs
Several experimental rate
programs were started in 1981 to
help determine customer willingness to shift electric usage to
off-peak hours (nights and
weekends). These programs
include a voluntary time-of-day
rate that allows residential
customers to purchase electricity
at a lower cost during off-peak
hours, a special rate for customers
who install off-peak water-heating
or heat-storage facilities and
special rates that enable large
residential customers to receive a
credit on their bills by reducing
their peak demand.

Residential Conservation

,

In compliance with state and
federal regulations, the company
began in June a residential
conservation services audit
program to help show customers
ways they can save energy in
the home. The audits, which cost
the customer $ 15, are similar to
those conducted by the company
free-of-charge between 1977 and
1981. The audit includes a basement-to-attic energy efficiency

The Suntap demonstration
program offers a limited number of
customers $ 500 ifthey install
active-solar water-heating systems
that are used in conjunction with
PP&L's off-peak rates.
Both programs are designed to
help the company learn more about
various energy conservation
systems, as well as to increase
customer awareness of the
applicability of renewable energy
resources.

Generating Plants
The availability of PP&L's
power plants declined somewhat in
1981. However, power plant
availability was still the best
among other utilities in the Pennsylvania-New Jersey-Maryland
power pool, of which PP&Lis a
part. In addition, the company's
overall plant efficiency, as
measured by the amount of heat
needed to produce a kilowatt-hour
of electricity, remained significantly above the national average.

Future Capacity
A major objective of the
company is to defer the need for

additional generating plants in the
future. The high cost of new
construction makes itimperative
that plants in service today be well
maintained so that they continue
to operate efficiently into the
foreseeable future.
Economics willbe the major
determining factor in whether to
add capacity in the future. For
example, Safe Harbor Water Power
Corp., which is owned jointlyby
PP&L and Baltimore Gas and
Electric Co., has begun engineering and construction planning
to expand by 187,500 kilowatts the
Safe Harbor hydroelectric plant
on the lower Susquehanna River.
Present studies indicate that the
capital cost of adding the
additional capacity is justified
because of high fossil fuel costs.
A hydroelectric plant has no
fuel costs and reduces the need
for PP&L or other power-pool companies to burn fossil fuels at
other plants.

Interconnection
Activities
PP&L continued to be a net seller
of electricity on the P JM interconnection in 1981. The company
sold about $ 320 million worth
of electricity to other companies
last year, thus reducing the direct
cost of power to its own customers.
However, that amount was down
from 1980 for several reasons.
First, the company's generating
plant availability was down from a
year ago. This reduced the amount
of energy PP&L had available for
sale. Also, changes in the way PJM
has traditionally operated have
had an effect. Some companies
have gone outside the pool for
electricity. Utilitysystems to the
west generally have had energy
available for sale at costs lower
than that available through P JM
companies. This served to displace
some potential power sales from
PP&L.
13

Pollution Control
A $ 37 millionflyash emission
control system on Unit 3 at the
company's Brunner Island plant
went into operation in June.
Construction began in September
1979 and involved placing another
electrostatic precipitator in series
with the existing precipitator
and installing two large fans. This
triples the size of the unit's fly
ash collectors and improves the
system's efficiency from about
95 percent to more than 99 percent.
Electrically charged by the
precipitators, fly ash particles are
attracted to metal collecting plates,
which remove the fly ash from the
gas stream like a giant magnet.
Completion of the project
fulfilledPP&L's part of a consent
agreement with the Pennsylvania
Department of Environmental
Resources.

Montour Project
A $ 23 million project is under
way at the Montour plant to
convert to a dry flyash handling
system. The fly ash is now mixed
with large quantities of water and
moved in a slurry mixture. The new
system will use a vacuum,
produced mechanically, to remove
fly ash collected by the precipitators and willreduce the amount
of waste water discharged from the
plant by about 50 percent.
The dry fly ash willbe transported to temporary holding silos
and willthen be sold to dealers
for use in concrete products, landfillingor other similar activities.
The fly ash that cannot be sold will
be placed in a newly constructed
permanent disposal area at the
site. The new disposal area willincorporate many systems to protect
ground water and is designed to
prevent any water that comes
into contact with the flyash from
carrying pollutants into the
environment.
This project also is part of a
consent agreement with the DER.
14

Environmental
Concerns

PCB Controversy
The environmental effects of
PCBs, oily fluids used in electrical

equipment for their insulating
qualities and resistance to
fire, became a public concern
nationally and in PP&L's service
area during 1981.
The company formed a task force
to develop policies on PCBrelated matters, including plans
for an orderly phase-out of equipment containing PCBs. PCB fluids
and equipment containing PCBs
are disposed of in accordance with
federal and state environmental
regulations.
The company proposed to burn
waste oil with small concentrations
of PCBs at its Montour coal-fired
plant as an environmentally safe
and economical disposal method.
However, local residents opposed
the plan and the company
agreed to work with a citizens
committee to develop alternatives
to burning the PCBs. This oil is
now disposed of in governmentapproved chemical waste landfiills
or incinerators.
'ecause of the volume of oil
sampling and analysis required for
the PCB-testing program, the
company's chemical laboratory
at Hazleton has developed a
complete capability for analyzing
PCBs. This has resulted in
significant savings compared with
the use of outside labs.

Brodhead Creek
The company was informed in
Aprilthat coal tar remaining from
an old coal gasification plant was

found on a portion of PP&L
property along Brodhead Creek in
Stroudsburg, Pa. Although the
company bought the property after
the coal gasification plant had
ended operation, it may have some

liabilityas

a current property
owner to assist in cleanup.
The company has cooperated
with the federal Environmental
Protection Agency and the DER in
assessing the problem and
recommending solutions.
The EPA ordered the installation of an undergroundretaining
wall to prevent the release of
coal tar into the creek. An EPA
contractor completed the retaining
wall during December. The agency
has said it willseek financial
restitution from property owners to
pay the contractor's cost.
However, PP&L studies during
the summer indicated that
pumping the coal tar from underground would be the best solution
in the long run, as well as more
economical than the retaining,
wall. Therefore, the company
proceeded with a pumping
operation concurrently with the
EPA's project. The company has
spent about $ 170,000 in its effort
to determine the extent of contamination and expects to spend an
additional $ 150,000 in pumping
out the coal tar. The recovered coal
tar willbe sold to a company
outside Pennsylvania for use in
chemical manufacturing.
PP&L has maintained a willingness to help solve the problem,
even though the question of
liability has not yet been
resolved.

Research
and Development
PP&L's research and development activities are two-pronged—
efforts carried out on its own, and
efforts in conjunction with the
rest of the utilityindustry. In
1981, $ 3.9 million was spent on a
wide variety of research projects
being carried out by the Electric
Power Research Institute, the
research arm of the industry. EPRI
projects include studies of plant
efficiency, fusion power, the

Members of PAL's Security team
play animportant part in the
construction and future operation of
the Susquehanna plant. They help
maintain efficient movement of
visitors and workers on the site, serve
as emer gency service personnel for
general safety and help protect
the plant from outsideintruders, all
while maintaining the minimum
restrictions necessary to meet federal
regulations.
No one erpects serious trouble at
the plant. But it's good to know that
people are prepared to handleit. In that
way, Security represents another
backup safety system.

Susquehanna

Security officers:

I. Jonathan Hall,2. Larry Melencheck,
3.

Richard Radel,

4.

5

Paulette Halesey.

environment and many other
subjects.

An additional $ 1 millionwas
spent on the company's own
research projects, which span the
realm of utility-oriented projects
and alternative energy sources.
Many projects have to do with
conservation and energy
efficiency.
PP&L's efforts include projects
dealing with fuel preparation and
combustion technology, safety
equipment for distribution line
operations, conversion of sunlight
directly into electricity through
photovoltaic cells and the
environmental effects of acid rain.

These projects are helping the
company learn more about the role
research can play in meeting the
needs of its customers.
The company's total research

budget for 1982 is about $ 5 million.

Passive-Solar Homes
PP&L moved aggressively into
solar research programs in 1981
with the construction of six
passive-solar homes, one in each
operating division. The homes are
part of a company project to
determine how effectively passivesolar concepts can be used to help
heat new homes.

Passive-solar concepts take
advantage of the sun to heat the

building naturally —
without

mechanical pumps or special
collectors on the roof. The building
itself acts as a collector of the
sun's energy and special designs
can help distribute that energy
throughout the house.
The passive-solar homes were
shown to the public in a series
of open-house tours in the spring.
Three homes have been sold by the
developers who actually did the
construction. The remaining
homes are still on the market,
primarily due to the depressed
housing situation in the nation

and specifically in some areas of
PP&L's service territory. The
homes are in the $ 75,000 to
$ 100,000 price range.

Waste Heat Applications
One of the best ways to conserve
valuable fuel resources is to make
more effective use of existing
power plants. Two experimental
projects at PP&L coal-fired plants
are examples ofthis concept. The
projects are featured on the back
cover of this report.
In conjunction with its Montour
plant, the company installed an
underground piping system to heat
a three-acre commercial greenhouse with water that removes
heat from the plant when it is
generating electricity. The unique
greenhouse heating system is
saving its owner money compared
with the cost of heating with
fossil fuels, while at the same time
tapping an energy source that
previously had been wasted. In its
first year of operation, the greenhouse has helped nurture more
than one-half million flowers,
including poinsettias, chrysanthemums and Easter lilies, as well
as a small crop of tomato plants.
The possibility of using waste
heat to provide additional food

the company's fish farm at the
Brunner Island power plant near
Harrisburg. Here, warm water
from the plant is used to heat
special concrete fish ponds. This
process accelerates the growth
cycle of catfish, which are then
sold to various restaurants and
food processors. The fish farm has
been called a "mini-protein
factory" and the concept offers
hope toward the developmentof
ways to keep up with the continued
demand for food.
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The two-and-one-half month
United Mine Workers strike in the
spring of 1981 did not impair
PP&L's ability to provide electric
service. Sufficient quantities of
coal had been obtained prior to the
strike and the company continued
to receive a small amount of coal
from non-union mines as the strike
progressed.
However, coal prices increased
throughout the year as companies
increased reserves both before and

A
L
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In conjunction with the plant, PP/L
has developed the Susquehanna
Riverlands recreation area near the
Susquehanna Ener gy Information
Center.
The 400 acre recreation area and
nature preserve includes picnic
pavilions, an ice.skatin g pond, hi king
trails, a ball field and other play areas.
The facility alsoincludes a 30-acre
lake suitable for canoeing and fishing.
Naturalist Lorraine 1Veidner(lower
right) leads a number of naturestudy
and area history programs throughout
the year.
Since its openingin August l980,
more than 10,000 people have visited
the Riverlands area.

Fuel Supply

sources is even more apparent at

V~

G

after the strike. Bituminous coal
purchased on the spot market
increased fro~ about $ 27 a ton in
January to $ 33 a ton at the end
of the year, an increase of about
22 percent.

Fuel Subsidiaries
Pennsylvania Mines Corp., a
wholly owned subsidiary of
the company, supplied PP&L
about 3.5 million tons of clean
coal during the year, representing about 37 percent of the

bituminous coal it burned to
generate electricity.
Uranium Resources & Development Co., a uranium mining and
exploration subsidiary ofthe
company, was dissolved after the
major portion of its assets was
disposed of in 1981. Projections
indicated the subsidiary could
not provide a long-term supply
of uranium fuel for the Susquehanna plant as economically as
other sources.

Vse Studied
An agreement was reached in
February between Consolidation
Coal Co. of Pittsburgh and
Reading Anthracite Co. to
evaluate the potential for the
development of an anthracite mine
near Tamaqua, Pa. PP&L and
two other Pennsylvania utilities
are cooperating in the study
to determine ifconstruction of a
power plant to use some portion of
the mine output would be feasible.
The earliest such a plant could be
built would be the mid-1990s.
The company is committed only to
participating in the feasibility
study at this time.
c'nthracite
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Management
Changes
Chester R. Collyer, treasurer
since 1957, retired Sept. 30, after
28 years with the company.
There also was a reorganization
of the finance group within the
Financial Department, with
Charles E. Russoli, who had been
vice president-Finance, being
named vice president and
treasurer. John R. Biggar,
manager-Finance, and John P.

Kierzkowski, manager-Financial
Research, were named assistant
treasurers.
Richard H. Lichtenwalner, vice-

president-Corporate Communications, retired on Jan. 1, 1982,
after 41 years with the company.
Gennaro D. Caliendo, chief
counsel-Regulatory Affairs, was
appointed vice president and chief
counsel-Regulatory Affairs,
effective Nov. 1.

Board of Directors
David L. Tressler, president and
chief executive officer of Northeastern Bank of Pennsylvania in
Scranton, was named to the board
Nov. 1, 1981. Tressler joined
Northeastern Bank in 1975 as
senior vice president, Retail
Banking Division. He is a director
of the Pennsylvania Industrial
Development Authority and the
Economic Development Council of
Northeastern Pennsylvania.
As noted in last year's annual
report, Clifford L. Alexander Jr.
and Mrs. Frances R. Hesselbein
were elected to the board in
January 1981. Also, Mrs. Virginia
H. Knauer resigned from the board
in February to join the Reagan

Administration.
The company lost a long-time
director and valued friend with the
death of John A. Noble, president
of Simpson Real Estate Corp. in
Scranton, in late December.
Mr. Noble had served as a PP&L
director since 1957.
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PP&1 linemen are always ready to.go

following a storm, whetherit's to repair
a major circuit (below) or to prouide
electricity to a single customer's home
(below left).

In reviewing the company's year
in 1981, the storyisnotcomplete
with words and numbers alone.
Throughout the year, PP&L people
worked to continue providing the
high quality of service that
customers have come to expect
from the company.
Major events, such as the arrival
of the first nuclear fuel at Susquehanna, and routine services,
such as helping customers find
ways to save energy in the home,
both were a part of the company's
1981 story.
Whether it's making repairs
after a storm, rebuilding line
trucks to save money, or working
on new technologies that may help
meet the country's energy needs
in the future, PP&L people are
involved.
This Review in Pictures
introduces a few of the people
and projects that have made 1981 a
significant year for PP&L.

4g

Right: Construction crews had a challenge in repairing this
transmission linein the middle of a culm bank after a severe
July storm near Scranton. Below left: PPAI construction
crews moue a 138 ton transformer from the company's
80 wheel trailer onto a railroad car for shipment to a substation
near 1Villiamsport. Below right: Insulation technician Fred
Horuathinspects a new gas.insulated500,000.volt substation
near Allentown.
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Left: Project manager Brian Nagle and site
construction coordinator Frank Lamey
review plans during construction of a
$ 23 million dry fly ash handling system at
the company's contour plant.
o

Left: PP&Lis cooperating with the federal
Environmental Protection Agency to
remove coal tar remaining from an old coal
gasification plant. The coal tar was found
on a portion of company property near
Brodhead Cree%in Stroudsburg. Although
PP&L bought the land after the plant had
ceased operating, thc companyis assisting
in cleaning up the coal tar.
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first nuclear fuel arrived at the Sus.
quehanna plant in October 1981. Left:
1Vorkers lift containers holding the 14. footlong fuel assemblies from a delivery
truck. Above: Once inside, the fuel is
examined by station mechanic Kermit
Mantz and station repairman Clark
The

Rightmire for anyimperfectionsandisthen
placed
tt

BQ

in a storage

area.

Right: Construction crews from throughout
PP&L's system take part in training
with energized transmission lines at the
company's Training Center. Belowt
Employees learn firsthand how to "put out
fires" at the company's Fire SchooL
Here, industrial hygienist Tom Shaffer uses
a chemical extinguisher to put out a
transformer fire as Herb Dressier, fire
protection coordinator, looks on.
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Right: Energy conservation continues to be
a top priority for PP&L. Here, residential
consultant Cynthia Sutt gives pointers on
conducting a home energy audit to
Joe Fazio of the Economic Development
Council of Northeast Pennsylvania
and Lori Cherkes of the ScrantonLackawanna Human Development Agency
as part of a PP&L workshop for social
service agencies.
3
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An estimated 34,000 people attended open houses at the six
homes built as part of PP&L's Passive Solar Home Research
Project. Above: Residential consultant Jim Prowant (left) and
1Valter Eck, the builder's construction superintendent, take
a close look at the heat sensors usedin a greenhouse adjoining
the passive-solar home in 1Villiamsport. Right: The home
near Allentown features a small greenhouse as part ofits useof
passive-solar heating concepts.
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Left: Health physics specialist Harry Riley demonstratesradiation.
monitoring equipment to visitors duringa tourof the Susquehanna
plant for area neighbors and shareownersin September. Below: A
scale. model of the plant, constructed by PP&L draftsman
Dennis Warfel, madeits debut durin g the plant tours andis now
being shown throughout PP&L's service area.

Left: Members ofa PP&L Energy Education
Advisory Committee review educational
materials recommended for classroom
studies of energy.

Below: More than 200 representatives of
commercial and industrial customers attended
PP&L's energy management and power
distribution courses in the spring. The courses,
such as this one in Scranton, provide instruction
in efficient energy management techniques.
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bove: About 2,000 people turned out at the
ontour Preserve adjacent to the corn.

any's Montour plant for Maple Syrup
undayin March. Here, Scott (rear) and
fark Xalloz of Danville get a preview of the
aple syrup taste with sap fresh from
he tree.

PP&L's truck rebuildin g program

saves the company about $ 60,000

for every truck that is renovated

instcadofreplaced. 1Vithabout760
bucket trucks and line trucks on the
road, that amounts to a large savings
over time.
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Review of the Company's Financial Condition and Results of Operations
This review focuses on the items and events
affecting the Company's financial condition and
results of operations during the three years 1979-1981.
Certain items expected to have an important financial
effect on the Company in the future are also discussed.
The construction program, financing requirements,
rate increases and energy costs are some of the areas
presented.
The financial statements with accompanying
schedules and notes, the selected financial data and
the supplementary information on changing prices
presented elsewhere in this report provide basic
information on the Company's financial condition
and results of operations.

At December 31, 1981, the Company had $ 2.3billion
of construction work in progress, excluding nuclear
fuel. This compares to $ 2.1 billion of net plant in
service at the same date. The relationship between
construction work in progress and net utilityplant in
service provides a general indication of the portion of
assets presently contributing to the Company's cash
flow.
With the large amount of construction work in
progress, it has become more difficult for the
Company to obtain the funds needed to finance
construction. (See "Financing".)

Susquehanna Plant

Construction Program

„

The construction and purchase of new facilities is
required to meet the future energy needs of customers,
to comply with pollution control, safety and other
standards and to replace worn out or obsolete equipment. New generating units generally represent the
most costly projects in an electric utility's construction program.
Construction expenditures require current cash
outlays for the direct payment of materials and labor
and for the interest and dividends paid to compensate
investors for the funds used to finance construction.
When construction is completed and facilities are
placed in service, electric rates charged customers can
include the capital-related and operating costs of such
facilities. The additional revenues thus obtained
improve cash flow.

The Susquehanna plant is the only generating
facility that the Company has under construction at
this time. Allegheny Electric Cooperative, Inc. owns a
10'ndivided ownership interest in the Susquehanna plant and pays on a current basis its proportionate share of construction and nuclear fuel
expenditures.
Susquehanna will consist of two nuclear-fueled
generating units each having an estimated total net
capability of 1,050,000 kilowatts, the Company's 90%%uo
share of the capability of each of the units being
945,000 kilowatts. Susquehanna accounted for $ 2.2
billion of construction work in progress at December
31, 1981.

The Company's future financial condition will

depend to a large degree on the completion and
placing into commercial operation of the Susquehanna units. The ability to increase electric rates at

Total Capital Provide<l
By Investors

Construction Work in Progress
vs. Net Plant in Service
Billions of Dollars

Billions of Dollars

82.8
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Construction work in progress
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the time each unit goes into commercial operation in
order to adequately. support the Company's invest
ment in the unit willbe a major factor affecting future
operating results and cash flow.
The Company must receive operating licenses from
the Nuclear Regulatory Commission (NRC) before it
can load nuclear fuel into the Susquehanna reactors.
The Atomic Safety and Licensing Board hearings on
the Company's application for operating licenses
were completed in October 1981. &'our groups are
contesting the application. The Company expects
the Board to issue a favorable decision in the spring

of 1982.
After issuance of such a decision by the Board, and
after the inspection and enforcement branch of the
NRC staff has certified that Unit No. 1 is ready to

load fuel, the NRC can issue an operating license. The
Company presently expects to receive the operating
license for Unit No. 1 in the summer of 1982 and test
operation of the unit would begin after fuel is loaded.
The scheduled in-service date for Susquehanna Unit
No. 1 is the second quarter of 1983. Unit No. 2 is
scheduled in service during the fourth quarter of 1984,
a delay of about six months from the previous
scheduled in-service date.
The Company currently estimates that its 90%
share of the total in-service cost of the Susquehanna
units, excluding nuclear fuel, will be approximately
$ 3.5 billion, an increase of $ 350 million over the
previous estimate made in the spring of 1981.
The increase in the cost of the Susquehanna units
and the delay of the scheduled in-service date of Unit
No. 2 are due to a large increase in the work
required to complete necessary design changes aimed
at improved safety and operations at the plant, and
the continued concentration of efforts to complete
Unit No. 1.

Over the past several years, changes in the scope of
the Susquehanna project (including additional safety
features resulting from investigations of the accident
at the Three Mile Island nuclear plant), delays in
meeting construction schedule milestones, expanded
NRC requirements and increased prices for materials
and labor have contributed to increases in the estimated cost to complete the Susquehanna units and
have caused delays in the units'stimated in-service
dates. further delays of the in-service dates of the
units or construction cost increases may occur due to
circumstances beyond the Company's control.

expenditure Requirements
The schedule at the bottom of this page shows
actual construction and nuclear fuel expenditures for
the years 1979-1981 and current estimates for the
years 1982-1984. The amounts shown in the schedule
for the Susquehanna plant and nuclear fuel reflect the
Company's 90% share of those costs.
Construction expenditures were $ 1.67 billion during
the three years 1979-1981, of which $ 1.22 billion or 73%
was for the Susquehanna plant. F~or the three years
1982-1984, construction expenditures are currently
estimated to be about $ 1.69 billion with Susquehanna
expenditures representing $ 1.28 billion or 76% of
that amount.
The Company's construction plans are revised from
time to time to reflect changes in customer demand,
business and economic conditions, the cost and availability of capital and other factors. Actual construction costs and dates of completion for various
construction projects may vary from those estimated
in the schedule at the bottom of this page because of
changes in construction plans, cost fluctuations,

Construction and Nuclear Fuel Expenditures
(INillions of Dollars)

——— —————-Estimnted-- ——
Actunl

Construction expenditures
Susquehanna plant
Transmission and distribution
facilities
E'nvironmental
Other

1979

1980

1981

1982

1988

1984

$ 348

$ 380

$ 495

$ 603

$ 492

$ 186

95
28

76

69

31
21

14

24

102
48
19

495

549

623
67
$ 690

70
20
23
605

34

720

98
31

50
365
47
$ 412

Nuclear fuel expenditures (a)
24
44
10
Total .
$ 519
$ 593
$ 730
$ 605
Allowance for funds used during
construction (which is included
in the above amounts) ...............
$ 105
$ 141
$ 194
$ 236
$ 172
$ 120
(e) Sce the "Financing" section for information concerning the Company's lease of nuclear fuel. Expenditures shown
in 1982 were made prior to completing the lease and thc amount shown in 1984 represents expenditures required
because the fuel under lease is expected to reach the $ 350 million limit in that year.
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the availability of labor, materials and equipment,
environmental regulations, licensing delays and
other factors.

Financing
The financing of its construction program requires
the Company to engage in frequent sales of securities,
including debt and preferred, preference and common
stocks. Interim construction financing is obtained
principally from the sale of commercial paper notes.
Outside financing totaled $ 1.54 billion during the
three years 1979-1981. Details of the amount of
securities sold and other funds flow information
during this period are set forth in the Statement of
Changes in Financial Position on page 36.
The Company presently estimates that outside
financing during the three years 1982-1984 will be
approximately $ 1.2 billion. These sales of securities
will be needed primarily to finance construction
expenditures and to repay $ 319 million of maturing
long-term debt obligations and to meet $ 42 million of
preferred and preference stock sinking fund requirements during 1982-1984.
Arrangements were completed in February 1982
which permit the Company to lease its 90Fo share
of nuclear fuel for the Susquehanna units up to a
maximum of $ 350 million. Under these arrangements,
the nuclear fuel owned by the Company will be sold
to the lessor and leased back by the Company. In
addition, most of the nuclear fuel planned to be
acquired by the Company during the three years
1982-1984 would also be leased.
The charts below show historical and projected
capital requirements and sources of capital. The
projected data are based on the currently estimated

construction costs and scheduled in-service dates for
the Susquehanna units and assume that adequate
and timely rate relief willbe granted when those units
are placed in service. Both capital requirements
(primarily construction costs) and outside financing
are expected to decline after the completion of the
Susquehanna units.

Tentative Securities Sales
Under its tentative financing plan for 1982, the
Company expects to issue the following securities, in
addition to the planned sale and leaseback of nuclear
fuel (millions of dollars):
Long-term debt
Preferred or preference stock
Common stock

The exact amount, nature and timing of sales of
securities in the 1982-1984 period will, of necessity,
be determined in the light of market conditions, the
Company's ability to meet legal restrictions on the
issuance of certain securities (see below) and other
factors, including the granting of timely and adequate
rate increases.

Legal Restrictions on the
Issuance of Certain Securities
The Company's mortgage indenture and charter
contain provisions that limitthe amount of additional
mortgage bonds and preferred stock, respectively,
that the Company could issue. The most restrictive of
the mortgage provisions requires that (except in the
case where mortgage bonds are being issued in

Cnpitnl Rcquircmcnts
81000

$ 275
50
135
$ 460

Sources

Millions of Dollars

of Cnpitnl

Millions of Dollars
81000

000

H
79

C3
C3
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80

Al

j~u \d~
81

82

83

84

j

Susquehanna construction expenditures
Other construction and nuclear fuel expenditures
Other (principally retirement of securities)

79

80

hd

83

82

81
I

I

P

i'd

84

Outside financing
Other (principall from operations including the
allowance for funds used during construction,
less dividends)
Sale of nuclear fuel

connection with the retirement of a similar amount of
bonds) additional bonds can be issued only ifearnings
(as defined in the mortgage) for a specified twelvemonth period are at least equal to twice the annual
interest requirements on all bonds to be outstanding.
The more restrictive of the charter limitations
provides that additional preferred stock can be issued
only if gross income (calculated in accordance with
the terms of the charter) is not less than 1.5 times the
sum of the annual interest on all outstanding debt and
the annual dividend requirement on outstanding
preferred stock. There are no charter provisions
limiting the issuance of preference stock.
Based on the Company's earnings for the year 1981
and the amount of debt and preferred stock
outstanding at December 31, 1981, the earnings
coverage tests would have permitted the Company to
issue (a) an additional $ 88 million principal amount of
first mortgage bonds (16'/2% interest rate assumed)
and (b) in excess of $ 100 million of preferred stock
(16% dividend rate assumed).
The amount of bonds and preferred stock which the
Company would be permitted to issue under the
indenture and charter provisions will depend principally on future earnings and interest and dividend
rates at the time of issuance. Based on its present
estimate of 1982 earnings and interest rates, the
Company expects that bonds and preferred stock can
be issued under the indenture and charter provisions
in amounts sufficient to accomplish the applicable
portions of its tentative 1982 financing plans.

aggregating $ 720 million of which $ 545 million was
available at December 31, 1981. These available
lines of credit can be used to assist the Company in
meeting its financing requirements during the next
several years. For additional information see Note 6 to
Financial Statements.

Financial Indicators
Certain key financial indicators are shown in the
Selected Financial Data on page 28. The Company's
times interest earned before income taxes has declined
from over 3 times in 1977 to slightly less than 2 times
in 1981. The ratio of earnings to fixed charges
experienced a similar downward trend during the
past 5 years.
The embedded cost rate of long-term debt has increased from 7.92% in 1977 to 10.80% in 1981,
evidencing the increased cost of debt securities. The
return on average common equity in 1981 was 12.75%,
up from the depressed return of 10.38% experienced

in 1980.

Although the Company experienced improved
earnings during 1981, earnings coverage ratios were
slightly lower than in 1980.

Rate Increases Granted

Credit Arrangements

The rate increase granted by the Pennsylvania
Public Utility Commission (PUC) in late January
1981 permitted the Company to increase annual
revenues by about $ 97 million, of which approximately $ 80.5 million was billed to customers during

To provide financing flexibility, the Company
currently has credit arrangements with various banks

In December 1981, the PUC approved the settlement
entered into by the Company, the commission staff

1981.

Times Intcrcst Charges Earned
12 hlonths Ended Each Quarter

hlortgagc Bond Indcnturc Test
Coverage at Timo of Bond Salo
Times Bond Interest Covered

77

78

79

Times Earned (Pre Taxi

80

8l

77

78

79

80

8l

and intervenors in the Company's August 1981 rate
increase filing. Under terms of the settlement
agreement, the Company was permitted to increase
base rates by about $ 73 million annually for electricity
used on and after January 1, 1982. See Note 3 to
Financial Statements for additional information
concerning rate matters.

Recovery of Energy Costs
During 1981, the Company incurred

$ 115

million of

energy costs which were not recovered from customers
at the end of the year. The Company expects to bill
customers, under approved tariffs, for these energy
costs in 1982 and 1983. See Note 3 to Financial
Statements for additional information concerning the
recovery of energy costs.

Results of Operations
Earnings per share of common stock were $ 3.17 in

1981 (excluding $ 0.23 applicable to a nonrecurring
credit related to an accounting change for unbilled
revenues), $ 2.64 in 1980 and $ 3.32 in 1979. See Note 2
to Financial Statements for additional information
regarding the accounting change. The decline in 1980
earnings per share from 1979 reflect a combination of
the effects of inflation (which escalated the costs of
providing electric service in all phases of the
Company's operations) and the fact that 1980 electric
energy sales were essentially the same as in 1979 (due
to depressed economic conditions and
efforts).
The increase in per share earnings in 1981 over 1980
reflects additional revenues from the base rate
increase which became effective January 30, 1981.
customers'onservation

Electric Sales and Operating Revenues

2.0'n

Electric energy sales increased
1981
compared to 1980. Excluding a noni'ecurring 256
million kwh increase in 1979 sales due to a change
from bi-monthly to monthly billing, energy sales
increased 0.9% in 1980 and 2.1% in 1979. If the
effects of variations in weather were eliminated,
the Company estimates that compared to the prior
year, energy sales would have increased 3.1/o in 1979,
declined slightly in 1980 and increased 2.3'n 1981.
„The Selected Financial Data on page 29 shows the
detail of revenues from energy sales by customer
classification and tariff components. Total operating
revenues (99%%ue electric and 1%% steam sales) increased
over the prior year by $ 62 million in 1979, $ 25 million
in 1980 and $ 248 million in 1981.
The large increase in 1981 revenues reflects approximately $ 141 million applicable to increased energy
costs recoverable through adjustment clauses and
about $ 81 million from base rate increases granted
during the year. See Notes 2 and 3 to Financial
Statements for additional information concerning
revenues.

Net Cost of Energy
The netcostof energy varies fromyear to year due to
generating plant availability and output, fuel costs
and interchange transactions. During 1979 and 1980,
the Company experienced exceptionally high rates of
availability and generation from its power plants. In
1981, equipment problems reduced the availability
of certain large coal-fired units and generation from
coal-fired stations was about 1.8 billion kwh less than
in 1980. Generation from the Company's oil-fired
steam units declined about 1.0 billion kwh, principally

Enrnings Per Shnre
Quurtcr

Return on hvernge Common Equity
hnd Embedded Cost of Long-Term Debt

12 Months Ended Eneh

Percent

Dollnrs Per Shore
18

IO

2.40

77

78

79

80

Gi

77

78

79

80

Return on overage common equity
Embedded cost of long term debt

Sl

)

due

to less

utilities.

power purchases

by interconnected

Fuel expense increased substantially in 1981 and
prior year due to higher prices of fuels
burned. With lower generation during 1981, less
energy was available for sale to interconnected
utilities causing a decline from 1980 in the amount
received for interchange sales. Increased fuel expense
and reduced interchange power sales in 1981 were
the main factors causing a $ 140 million increase in
energy costs over 1980.
1980 over the

Income Taxes
In 1981, the Company included an additional $ 115
million in taxable income related to a tax accounting

change for unbilled energy revenues. The tax change
will not greatly increase the amount of income taxes
to be paid for 1981, due in part to the utilization of
investment tax credits. See Note 2 to Financial
Statements for additional information concerning the
tax accounting change.
The Company's construction expenditures have
enabled it to qualify for substantial investment tax
credits. At the end of 1981, an estimated $ 115 million
of investment tax credits was available in excess of
the amount used to reduce federal income tax
payments. These unused investment tax credits may
be used to reduce future federal income tax liabilities.
For additional information concerning income
taxes see the Schedule of Taxes on page 31 and Note 4
to Financial Statements.

Allotvance for Funds UsedDuring Construction
The allowance for funds used during construction
(allowance) is a non-cash item which serves to offset
on the Statement of Income the interest expense and

preferred and preference dividends incurred to
finance facilities under construction. In addition, the
allowance provides a return on common equity
invested in construction projects.
Increases in the amount of both the equity and
borrowed funds components of the allowance
recorded from 1979 to 1981 were due to the higher
level of construction work in progress related to
construction of the Susquehanna plant and increased
costs of financing construction. The amount of
allowance included in the Company's net income and
earnings applicable to common stock has increased
during the last three years.
Construction of Susquehanna accounted for about
$ 395 million of the total $ 440 million of allowance
recorded during the three years 1979-1981. The amount
of allowance recorded will continue to increase while
the two Susquehanna units are under construction.
After each unit is placed in service, the Company
would expect to recover through electric rates, a return
on, and depreciation of, its investment in that unit,
including the capitalized allowance.

Interest Char ges and Pre ferredl
Preference Stock Dividends
During the 1979-1981 period, the Company's
outstanding long-term debt increased $ 911 million
and outstanding preferred and preference stock
increased $ 232 million. The annual interest requirements on long-term debt increased from $ 99 million at
the end of 1978 to $ 232 million at the end of 1981 and
the annual dividend requirements on preferred and
preference stock increased from $ 44 million to $ 67
million during the same time period. This represents a
$ 156 million or 109% increase in the annual cost of
such securities over the three-year period.

of Fuel lleceived
At Steam Stations

Cost

Interest and Dividends Paid
Millions of Dollars

8 Per ton or barrel

840

8500

20

10

~

77

78

79

Cost of coal-per ton
aaa Cost of crude and residual

80

oil-per barrel

81

77

78

79

80

81

C3 Dividends on preferred/preference and

common stocit
C3 Interest expense
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Selected Financial.

ata

Operating revenues
Operating income
Allowance for funds used during construction
Net income (a)
Earnings applicable to common stock (a)

.

Balance Sheet Items —thousands (b)
Net utility plant in service .
Construction work, and nuclear fuel in process
Total assets
Long-term debt .
Preferred and preference stock
With sinking fund requirements
Without sinking fund requirements
Common equity
Short term debt
Total capital provided by investors

.

.

1977

1980

1979

$ 1,133,278
211,050
193,861
244,077
183,182

$ 885,451
168,659
141,241
179,759
120,384

$ 860,498
182,823
105,205
182,198
133,532

$ 798,339
$ 744,731
168,602~
184,311
71,035
49,395
149,035
149,763
107,365
112,770

$ 2,054,039
2,456,002
5,010,536

$ 1,954,762
1,951,403
4,300,080

$ 1,885,978
1,534,521
3,782,228

$ 1,835,550
1,142,070
3,339,270

$ 1,822,984
867,245
3,050,322

2,165,381

1,811,692

1,557,158

1,257,365

1,260,495

544,231
231,375
1,435,437
175,489
4,551,913

510,800
231,375
1,250,717
56,324
3,860,908

441,400
231,375
1,113,441
30,775
3,374,149

312,000
231,375
982,368
192,003
2,975,111

256,000
231,375
859,264
23,400
2,630,534

11.20
12.75

9.70
10.38

10.00
12.91

9.22
11.47

9.84
14.01

10.80
8.93
1.94
1.90

10.60

9.02
8.43
2.72
2.59
3.2

7.92
8.39
2.98

7.92
8.47
3.35
3.17
3.2

43,497
40,231
$ 3.32
$ 2.04
39
$ 25.57
$ 17o/~
62
10.38
5.92

39,074
37,587
$ 2.86
$ 1.92
93
$ 25.12
$ 19'/i
68
9.00

746

100
$ 24.58
$ 23'/s
57
8.17
6.86

10.51
2.30

4.55
7.89
1.96

1.30
3.20
4.68
1.65

1.26
2.23
4.10
1.47

1.13
2.30
4.02
1.35

$ 39.59
$ 33.47

$ 33.78
$ 26.44

$ 30.70
$ 18.81

$ 29.54
$ 13.09

$ 25.72
$ 13.73

7,999

7,702

7,590

7,244

6,914

1981

Income Items-thousands

1978

Financial Ratios
Return on average capital
provided by investors —
% (a)
% (a) ........
Return on average common equity —
Embedded cost rates (b)
Long-term debt —
%
Preferred and preference stock —
%
Times interest earned before income taxes (a) ....
Ratio of earnings to fixed charges (a) (c) .........
Depreciation as% of average depreciable property .

849

3.2

2.10
2.05
3.2

58,447
53,912
$ 3.17
$ 2.24

50,627
45,598
$ 2.64
$ 2.12

2.81

3.2

Common Stock Data
Number of shares outstanding

—thousands
Year.end,
Average
Earnings per share (a)
Dividends declared per share
% (d)
Taxability of dividend income —
Book value per share (b)
Market value per share (b) ..
Dividend payout rate —
% (a)
Dividend yield —
% (d) (e) .
Price earnings ratio (a) (e)

Fuel Cost Data
Cost per kwh generated

0

$ 24.68
$ 15/o
82
12.01
6.68

$ 17'/s

72
13.34

5.29

—cents

Coal-fired steam stations
Oil-fired steam station .
Combustion turbines and diesels (oil)
Total
Cost of fuel received at steam stations
Coal —
per ton
Crude and residual oil—
per bbl.

Employees (b)

0

$ 24.52

34,923
33,471
$ 3.37
$ 1.89

1.63
5.75

1.40

(a) 1981 net income and earnings applicable to common stock include a nonrecurring credit related to an accounting change, while
indicated financial ratios and common stock data for thc year arc computed excluding the nonrecurring credit from earnings.
(b) Year-end.
(c) Fixed charges consist of interest on short and long. term debt, other interest charges and thc estimated interest component of rentals.
(d) Based on holding one share of common stock for the entire year.
(c) Based on average of month-end market prices.
(f) The winter peaks shown wore reached early in thc subsequent year.
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1980

1979

1978

1977

1,006,570

999,525

987,005

972,993

954,613

8,088
5,893
7,968
1,005
22,954

8,056
5,743
7,910
784
22,493

8,066
5,554
8,135
800

7,539
5,211
7,697
754

22,555

7,764
5,408
7,891
781
21,844

24,841
4,705
32
622

26,596
5,692
33
533

26,487
5,777
37
799

24,167
6,426

30,200
744
(6,274)
(1,716)
22,954

32,854
1,415
(9,798)
(1,978)
22,493

33,100
2,124
(11,089)
(1,580)
22,555

31,400
1,319
(9,010)
(1,865)
21,844

33,420
1,977
(12,433)
(1,763)
21,201

9,157

9,205

9,353

9,166

9,063

$ 411,668
292,984
295,006
39,484

$ 349,714

$ 341,987

$ 315,691

246,024
245,513
28,480

216,787
224,209
26,652

$ 296,179
201,639
209,527
24,184

1,039,142
76,884
10,142
$ 1,126,168

869,731

232,610
244,265
27,664
846,526

783,339

731,529

10,595

9,941

10,659

8,999

$ 880,326

$ 856,467

$ 793,998

$ 740,528

$ 833,675
123,208
18,603
63,656
$ 1,039,142

$ 734,622
57,009
22,870
55,230
$ 869 731

$ 733,194
49,633
22,717
40,982

$ 541,042

$ 492,627
208,033

$ 846,526

200,157
3,670
38,470
$ 783,339

5.09
4.97
3.70
4.59
4.53

4.34
4.28
3.10
3.90
3.87

4.24
4.19
3.00
3.79
3.75

4.07
4.01
2.84
3.62
3.59

3.93
3.87
2.72

6,546
5,207

6,546
4,945

6,546
4,427

6,536
4,701

6,546
4,524

82.2
15.7
2.1

81.0

80.0

1.6

17.6
2.4

77.0
20.8
2.2

78.7

174

74.7
73.4

78.7
79.6

76.6
80.0

73.5
73.4

77.8
80.3

68.4
32.8

73.0
39.5

73.1
40.2

44 7

72.6
46.5

1981

Sales Data
E<lectric customers (b)

Electric energy sales billed —
millions of kwh
Residential
Commercial

Industrial
Other

21,201

sold —
millions of kwh

Sources of energy
Generated
Coal-fired steam stations
Oil-fired steam station

Combustion turbines and diesels (oil)
Hydroelectric stations

.

Power purchases
Interchange power sales
Company uses and line losses
Total electric energy sales billed .
Average annual residential kwh use ...

106
701

26,299
6,271
115
735

Electric Revenue Data

thousands
By class of service —
Residential
Commercial

Industrial
Other energy sales
Total from energy sales billed
Unbilled revenues, net
Other operating revenues .
Total electric operating revenues
thousands
By tariff components —
Base rates
Fuel and energy clauses ............
Recovery of deferred fuel cost
Tax surcharge
Total from energy sales billed
Average price per kwh billed —
cents
Residential
Commercial

Industrial
Total for ultimate customers
Total for all customers

.....

30,869
$ 731,529

348
345

Generation Data

Generating capability —
thousands of kw (b)
Winter peak demand —
thousands of kw (f)
Generation by fuel source —
%
Coal
Oil .
Hydroelectric
Steam station availability—
%
Coal-fired
Oil-fired .
Steam station utilization —
%
Coal-fired
Oil-fired .

.

19.1

2.2

29

SCRtemeIlt Of I11COIl

(Thousands

of Dollars)
1980

1979

$ 885,451

$ 860 498

1981

Operating Revenues (Notes
Operating Expenses

2 and 3)

.....

$ 1,133,278

Net cost of energy
Fuel
Power purchases
Interchange power sales

.............

684,636
28,743
(320,240)

635,778
41,399
(419,587)

534,382
46,586
(382,457)

393,139
148,317
129,587
85,513
59,402
106,270
922,228
211,050

(4,391)
253,199
131,618
107,583
80,726
55,730
87,936
716,792
168,659

75,218
65,612
2,086
142,916
353,966

62,189
42,852
1,833
106,874
275,533

53,129
26,538
3,332
82,999
265,822

210,549
30,364

154,590
20,236

126,906
8,794

(118,643)
122,270
231,696

(79,052)
95,774
179,759

(52,076)
83,624
182,198

179,759
59,375
$ 120,384

182,198
48,666
$ 133,532

Net (deferral)/amortization of fuel and
energy costs (Note 2)
Wages and employee benefits
Other operating costs

Depreciation
Income taxes (Note 4)
Taxes, other than income

Operating Income .
Other Income and Deductions
Allowance for equity funds used during construction
Income tax credits
Other —
net .

Income Before Interest Charges
Interest Charges
Long-term debt
Short term debt and other
Allowance for borrowed funds used
during construction

Income Before Nonrecurring Credit ...............
Nonrecurring Credit Related to Accounting Change,
Net of Income Taxes ($ 13,236) (Note 2) ...............
Net Income-Before Dividends on Preferred and
Preference Stock
Dividends on Preferred and Preference Stock

Earnings Applicable to Common Stock ............
Earnings Per Share of Common Stock (Note 2) (a)
Before Nonrecurring Credit

Nonrecurring Credit

......................

244,077
60,895
$ 183,182
$
$

Dividends Declared Per Share of Common Stock

.

.....

(a) Based on average number of shares outstanding.

Sec accompanying Schedules and Notes to

30

Financial Statements.

677,675
182,823

12,381

.

Average Number of Shares Outstanding (thousands)

40,453
238,964
114,837
100r 577
76,151
77 732
69,414

$

3.17
.23
3.40

$

2.64

$

3.32

$

2.64

$

3.32

53,912

45,598

2.24

2.12

40,231
$

2.04

Scireduie of Taxes

<Thousk~s of Dollars)
1981

1980

1979

$ 54,971
18,030

$ 36,486
10,552

$ 35,385
17,164

73,001

47,038

52,549

(22,868)
(5,483)
(28,351)

5,102

Income Tax Expense
Included in operating expenses
Provision —
Federal
State

.

Deferred-Federal

1,431

(3,223)
(686)

6,533

(3,909)

14,752

2,159

29,092

$ 59,402

$ 55,730

$ 77,732

$ (52,596)
(13,016)

$ (34,136)
(8,716)

$ (21,139)

$ (65,612)

$ (42,852)

State

Investment tax credit, net —
Federal
Included in other income and deductions
Federal
Provision (credit) —
State .
Included in nonrecurring credit
Deferred —
Federal
State

Total income tax expense

—Federal

$ 10,546
2,690
$ 13,236
9,611
3,267

$ 40,115
11,079

$ 12,878

$ 51,194

4,805
2,221
7,026

$

513
(22,483)

$

5,301
2,013
2 232
(3,424)
(558)
969

$ (28,351)

$

6,533

$ 115,507

$ 88,613

$ 107,360

$ 89,176

$ 64,971
4,818
5,481
(1,764)
2,229

$ 48,394
6,257
4,627
(5,983)
2,871

7,026

75,735
$ 12,878

56,166
$ 51,194

2.8%

6.7%

21.9%

$ 46,149
15,650
34,724
9,747
106,270
$

$ 39,005
14,835
25,983
8,113
87,936
$

$ 37,565
13,056
11,310
7,483
69,414
$

$

State
$

Detail of deferred taxes in operating expenses
Tax depreciation

(5,399)
(26,538)
$

$

Recoverable fuel and energy costs
Forced outage reserve
State utility realty tax .
Conversion to monthly billing .

(6,269)
(558)
446

Other

$

5,274
(20,902)
(896)
7,036
5,022
557

$ (3,909)

Reconciliation of Federal Income Tax Expense
Indicated federal income tax on pre-tax income
at statutory tax rate (46%)
Reduction (increase) due to:
Allowance for funds used during construction ......
Tax depreciation
Tax and pension cost
State income tax, net of federal income tax benefit .
Other

Total income tax expense
Effective income tax rate

10,758
6,061
(1,199)
3,685
108,481
$

Taxes, Other Than Income
State gross receipts .
State capital stock
State utility realty .
Social security and other

Scc accompanying 1Votes to Financial Statcrncnts.
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Balance Sheet

at De

aber 31(Thousands

of Dollars)

Assets
1981

UtilityPlant

1980

Plant in service —
at original cost
Electric

Steam heat
Less accumulated depreciation

Construction work in progress-at cost
Nuclear fuel in process —
at cost (Note 12)

$ 2,809,759
8,470
2,818,229
764,190
2,054,039
2,312,292
143,710
4,510,041

$ 2,640,301

10,872
30,500
6,322
47,694

20,614
31,500
5,643

57,757

5,735

6,154

75,909
3,924
7,033
144,543

62,958
35,563
5,708

163,828
23,064
15,449
439,485

40,876
126,877
22,707
14,087
314,930

8,435
2,648,736
693,974
1,954,762
1,874,397
77,006
3,906,165

Investments

Associated companies —
at equity
Receivable from litigation settlement (Note 12) .
Nonutility property and other —
at cost or less ..

Current Assets
Cash .
Accounts receivable (less reserve: 1981, $ 3,836; 1980, $ 3,552)
Customers
Interchange power sales
Other
Unbilled revenues (Note 2)
Recoverable fuel and energy costs (Note 2) ...................
Fuel (coal and oil)—
at average cost .
Materials and supplies —
at average cost
Other

Deferred Debits

13,316
$ 5,010,536

Sec accompanying Schedules and Notes to
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21,228
$ 4,300,080

Liabilities

1981

Capitalization
Common stock (Note 5)
Capital stock expense
Earnings reinvested .
Common equity

$ 994,174
(12,622)
453,885
1,435,437

.

Preferred and preference stock (Note 5)
With sinking fund requirements
Without sinking fund requirements

Long-term debt

Current Liabilities

Long-term debt due within one year
Commercial paper notes
Accounts payable
Taxes accrued
Interest accrued .
Dividends payable
Deferred income taxes .
Other

1980
$ 869,445

(12,436)
393,708
1,250,717

544,231
231,375

510,800
231,375

2,056,967
4,268,010

1,810,666
3,803,558

108,414
175,489
66,870
24,843
48,890
47,767
14,294
30,428

1,026
56,324
72,643
18,462
38,870
42,033
22,482
26,608

516,995

278,448

142,608
71,316
11,607
225,531

127,852
75,366
14,856
218,074

$ 5,010,536

$ 4,300,080

Deferred and Other Credits

Deferred investment tax credits
Deferred income taxes .
Other

Commitments and Contingent Liabilities (Notes

See

accompanying Schedules and

1Votes

9

and 13)

to Financial Statements.
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Schedule

of Capit" ltock and Long-Term
Shares

Preferred Stock —$ 100 par, cumulative

Authorized

Outstanding
Thousands of Dollars

Shares
Outstanding
1981

198l

1980

629,936
10,000,000

530,189
4,394,786
4,924,975

$ 53,019

439,479
$ 492,498

$ 53,019
446,656
$ 499,675

5,000,000

2,831,082

$ 283,108

$ 242,500

75,000,000

58,447,178

$ 992,795

$ 868,690

677
702
$ 994,174

755

(a)

4'/s%

Series

Preference Stock —
no par, cumulative (a) ..
—
Common Stock no par (a) ................

Installments received (dividend reinvestment plan)
Employee subscriptions (employee stock ownership plan)

Long-Term Debt (b)
F<i'rst

De~c«<necembersr

Maturity

Date
September 1, 1982
October 1, 1982

Mortgage Bonds

3/s%
10'/s%
3'/s%

March
June
February
June

1983
1983
1984
1984
1984
1985
1985
1985
1986
1986
1987-1991
1992-1996
1997-2001
2002-2006
2007-2010

1,
1,
1,
1,
December 15,
February 1,
June 1,
August 1,
I<'ebruary 1,
December 12,

97/s%

15%
9~/s%

1ls/o%
15%
97/s%

3'/s%
15/o
14s/4%

to 16'/s% .
to 5s/s'Fo .
6s/4/o to 9%
7'/2% to 9s/4% .
8'/s% to 15'/s%
4/s%%uo

4'/s%

Pollution control
4'/o% to 5Ys% Series A
6% Series B
77/s% to 8'/s% Series C

$

7,500
100,000
25,000
33,342
16,665
33,329
30,000
16,665
33,329
25,000
16,670
50,000
207,000
60,000
220,000
610,000
200,000

(c)
1983
(c)

25,500
70,000
20,000
(3,174)
1,796,826

March 31, 1986
February 28, 1985

200,000
175,000
1,305
2,173,131
(7,750)
2,165,381
108,414
$ 2,056,967

.

Less amount held in construction fund

April 1,

Notes

Bank loans (d)
Revolving credit agreement (e) .
Other (interest at rates up to 8%)
Unamortized (discount) and premium —
net
Less amount due

within one year

(a) Each share of preferred, preference and common stock is equal
in voting power and entitles the holder to one vote on any
question presented to any shareowners'eeting. See Note 5
to Financial Statements for information concerning changes
in capital stock during the three years 1979.1981.
(b) Aggregate long term debt maturities through 1986 are
(thousands of dollars): 1982, $ 108,414; 1983, $ 129,068; 1984,
$ 81,028; 1985, $ 251,015 and 1986, $ 267,681. Maximum sinking
fund requirements aggregate $ 28.6 million through 1986 and
may be met with property additions or bonds.
Substantially all utility plant is subject to the liens of the
Company's mortgage.

Sec accompanying Notes to
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$ 869,445
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1982-1989

$

7,500
100,000
25,000
33,342

33,329
30,000
33,329
25,000
155,000
60,000
220,000
610,000
200,000

26,000
70,000
20,000
(30,244)
1,618,256

200,000
1,830
1,820,086
(8,394)
1,811,692
1,026
$ 1,810,666

(c) Pollution control bonds mature annually as follows (thousands of dollars): (i) Series A on May 1, 1982-1983, $ 500;
1984-2002, $ 900 and 2003, $ 7,400 (ii) Series C on April 1, 2000,
$4,000; 2006-2009, $2,000 and 2010, $ 8,000.
(d) Interest at 103% of prime through March 1982 and 105%%uo of

prime thereafter.
(e) Interest at rates increasing from prime in 1982 to 105% of prime
at March 1, 1984. (See Note 6 to Financial Statements.)

Details of Preferred
and Preference Stock (g)

With Sinking Fund Requirements

Outstanding
Thousands of Dollars

Outstanding

Optional
Redemption
Price Per
Share

1981

1981

Shares

1981

1980

$ 35,200

$ 36,800
15,000
60,000
50,000
10,000
50,000
60,000
75,000
26,500

352,000
150,000
600,000
500,000
100,000
500,000
600,000
694,230
265,000

$ 105.03
112.00
112.00
112.00
112.00
112.00
115.00
115.00
115.00

51,000
4,000
50,000
22,500

510,000

None

458,590
212,492
500,000

107.70(j )
108.45(j )
120.00

Sinking Fund Provisions
at$ 100Pcr Share(f)

Shares to be
Redeemed

Annually

Redemption
Period

Series Preferred
,

7.40%
7.50%
7.75'%%uo

8.00%
8.00%, Second
8.25%
8.75%
9.24%%uo

10.75%(i)
Preference
$ 8.625 (i)

..............

..................

15,000
60,000
50,000
10,000
50,000
60,000
69,423
26,500

51,000

$ 9.25

$ 11.00
$ 13.00
$ 15.00(k)

..................

45,859
21,249
50,000
$ 544,231

$ 510,800

$ 53,019

$ 53,019

530,189

110.00

4,178
22,878
6,300
22 237
7,763

4,178
22,878
6,300
22 237
7,763

41,783
228,773
63,000
222,370
77,630

103.50
102.00
103.00
107.00
107.00

35,000
40,000
40,000
$ 231,375

35,000
40,000
40,000
$ 231,375

350,000
400,000
400,000

105.50
107.00
103.00

16,000
150,000
120,000
25,000
20,000
100,000
30,000(}1)
30,000(}1)
53,000(}1)

1982-2003
1985
1984-1988
1983-2002
1985-1989
1985-1989
1985-2004
1982-2005
1986-1990

102,000

1986-1990

25,000(h)
12,500(h)
25,000(h)

1982-2000
1982-1998
1988-2007

Without Sinking F<und Requirements
4'A%Preferred
Series Preferred

...............

3.35%
4.40%
4.60%
8.60%
9.00%%uo

Preference
$ 8.00
$ 8.40
$ 8.70

aggregate amount of sinking fund redemption requirements through 1986 are (thousands of dollars): 1982, $ 8,350;
1983, $ 10,850; 1984, $22,850; 1985, $ 52,850 and 1986, $ 53,350.
(g) Liquidation prices pcr share of preferred stock (payable in
preference over the preference stock) and preference stock are
as follows (plus in each case any unpaid dividends):

(f) The

Class

4'%referred

Involuntary
Liquidation

Voluntary
Liquidation

$ 100
$ 100
$ 100

$ 100

Redemption price in effect.
Redemption price in effect,
except for the $ 8.625 Series
which is $ 100.
(h) On certain sinking fund redemption dates the Company may
redeem additional shares up to the number of shares of these
series required to be redeemed annually.
Series Preferred
Preference

Sce accompanying lVotes to

Financial Statements.

(i) In the

event that there is a loss of certain federal income tax
benefits to corporate holders of these stocks, the Company
would bc required to make indemnity payments to thc owners
upon the sale or redemption of thc stocks to provide an agreed
upon effective yield after federal income taxes. The Company
estimates that as of December 31, 1981 it could be required to
make such indemnity payments in the future not in excess of
$ 2.6

million.

(j) The $ 11.00 and

$ 13.00 Preference Stocks may not be refunded
through certain refunding operations prior to July 1, 1985and
October I, 1984, respectively.
(k) Ownership of the $ 15.00 Preference Stock may bc evidenced
by holding Depositary Preference Shares, each representing
'/i share of $ 15.00 Prcferencc Stock.

Statement Of Char..S in Financial POSitiOn
Source

('1

ousands of Dollars)

1981

1980

1979

$ 244,077

$ 179,759

$ 182,198

85,513

80,726

76,151

7,830
(193,861)
(42)
143,517

(3,707)
(141,241)
(1,762)
113,775

29,960
(105,205)
1,241
184,345

124,729
50,000
354,071
119,165
647,965

116,045
77,500
315,520
25,549
534,614

81,564
135,000
300,674
(161,228)
356,010

22,502

2,279
4,090

of Funds

Funds from operations
Net income (1981 includes $ 12,381
nonrecurring credit)
Charges (credits) to income not involving
working capital
Depreciation
Noncurrent deferred income taxes and
investment tax credits —
net .................
Allowance for funds used during construction
Other .

.

Outside financing
Common stock
Preferred and preference stock
Long. term debt
Short term debt —
net increase (decrease)

..........................

Working capital (excluding debt)-decrease (a)
Investments —
decrease
Litigation settlement (Note 12)
Noncurrent recoverable fuel costs —
decrease
net .
Other —

.

8,848

31,500
18,328

21,709

$ 810,479

$ 720,719

$ 568,433

$ 623,594

$ 548,744
44,055
(141,241)
451,558

$ 494,401
24,241
(105,205)
413,437

10,149

Application of Funds
Construction expenditures
Nuclear fuel expenditures
Allowance for funds used during construction

66,704
(193,861)
496,437

Securities retired
Preferred and preference stock
Long-term debt

Dividends on preferred, preference and
common stock .
increase (a)
Working capital (excluding debt) —
increase
Investments —
Other —
net .

16,569
1,026
17,595

8,100
57,938
66,038

5,600
702

183,886
112,561

157,881

131,883

37,398
7,844
$ 720,719

$ 568,433

$ 810,479

(a) Changes in components of working capital (excluding debt)
Cash
Accounts receivable .
Repayment of note receivable
Unbilled revenues, net of deferred taxes
Fuel (coal and oil) .
Recoverable fuel and energy costs, net of deferred taxes .
Accounts payable and accrued taxes

Other —
net
Increase (Decrease)

See

36

....................

.
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(419)
(17,363)

130,249
36,951
(18,394)
(608)
(17,855)
$ 112,561

6,302

16,811

$ (9,396)
(2,327)
(27,500)

$ 1,832
30,866
(4,000)

22,409
10,609
(7,611)
(8,686)
$ (22,502)

5,536
(9,058)
(10,951)
(16,504)
3 (2,279)

Statement Of EarningS

~jnVeSted

(Thousands of Dollar
1981

1980

1979

$ 393,708

$ 371,903

$ 321,602

244,077

179,759

637,785

551,662

182,198
503,800

38,513
22,382

36,578
22,797

29,536
19,130

122,991
14

98,506
73

83,217

183,900

157,954

131,897

$ 453,885

$ 393,708

$ 371,903

\

Balance, January 1
Add Net Income (1981 includes $ 12,381
nonrecurring credit)

Deduct
Cash dividends declared
Preferred stock —
at required annual rates ..........
Preference stock —
at required annual rates .........
Common stock —
per share: 1981, $ 2.24; 1980, $ 2.12;
1979, $ 2.04

Issuance cost of retired preferred and preference stock ..

Balance, December 31 (Note 7)

14

Notes to Financial Statements
1. Summary

of Accounting Policies

Accounting Records
Accounting records are maintained in accordance
with the Uniform System of Accounts prescribed by

the Federal Energy Regulatory Commission (FERC)
and adopted by the Pennsylvania Public Utility
Commission (PUC).

Associated Companies
Effective March 1, 1980, Hershey Electric Company, formerly a wholly owned electric distribution
subsidiary, was merged into the Company.
Financial statements for periods prior to that date
reflect a consolidation of the accounts of the
Company and Hershey.
Investments in unconsolidated subsidiaries (all
wholly owned) and in Safe Harbor Water Power
Corporation (of which the Company owns one-third
of the outstanding capital stock representing onehalf of Safe Harbor's voting securities) are recorded
using the equity method of accounting. Unconsolidated subsidiaries are engaged in coal mining operations, holding coal reserves, oil pipeline operations
and real estate investment. All operations of
unconsolidated subsidiaries are in the United States.
The Company believes that its financial position
and results of operations are best reflected without
consolidation of these subsidiaries since they are not
engaged in the business of generating or distributing
electricity. All unconsolidated subsidiaries considered in the aggregate would not constitute a
"significant subsidiary" as that term is defined by
the Securities and Exchange Commission.

UtilityPlant
Additions to utilityplant and replacement of units
of property are capitalized at cost. The cost of de-

preciable property retired or replaced is removed

from utility plant and such cost, plus removal costs,
less salvage, is charged to accumulated depreciation.
Cost of land retired or sold is removed from utility
plant and any gain or loss is reflected on the Statement of Income. Expenditures for maintenance and
repairs of property and the cost of replacement of
items determined to be less than units of property
are charged to operating expenses.
Allowance for Eunds Used

During Construction

As provided in the Uniform System of Accounts,
the cost of funds used to finance construction
projects is capitalized as part of construction cost.
After a project is placed in service the Company is
permitted to include in rates charged for utility
service a return on, and depreciation of, the cost of
funds so capitalized. The components of the allowance shown on the Statement of Income under other
income and deductions and interest charges are noncash items equal to the cost of funds capitalized
during the period. The allowance serves to offset on
the Statement of Income the interest charges on debt
and dividends on preferred and preference stock
incurred to finance construction. In addition, a
return on common equity used to finance construction is imputed.
The allowance rate is computed on an after-tax
basis in accordance with a FERC order. The borrowed funds component is the pre-tax amount of
interest capitalized. The remainder of the total
allowance is recorded as allowance for equity funds.

Depreciation
For financial statement purposes, the straight-line
method of depreciation is used to accumulate an
amount equal to the cost of utilityplant and removal
costs, less salvage, over the estimated useful lives of
property. Provisions for depreciation as a percent of
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the average original cost of depreciable property
approximated 3.2% in 1981; 1980 and 1979.

Revenues
Customers are billed on the basis of monthly cycle
billings. Prior to 1981 revenues were recorded at
the time such billings were rendered to customers. As
of January 1, 1981 the Company changed its method
of accounting to record revenues based on service
rendered rather than on the basis of service billed.
See Note 2 to Financial Statements for information
concerning this accounting change.

Income Taxes
The Company and its subsidiaries file a consolidated federal income tax return. Income taxes are
allocated to the individual companies based on their
respective taxable income or loss and investment
tax credits.
Income taxes applicable to the Company are
allocated to operating expenses and other income
and deductions on the Statement of Income. Income
tax reductions associated with the interest expense
which is offset by the borrowed funds component of
the allowance for funds used during construction
constitute the principal item of income tax credits
under other income and deductions.
Deferred income taxes are provided for timing
differences between book and taxable income to the
extent they are permitted in rate determinations by
regulatory agencies. The two principal items for
which deferred taxes have not been recorded are
(a) certain pension costs and employee-related taxes
capitalized for book purposes but deducted currently
for income taxes and (b) a portion of tax depreciation
in excess of book depreciation.
Prior to 1981, the Company recorded deferred
income taxes on the difference between tax
depreciation computed using the class life system
and the amount computed using guideline lives. In
its January 1981 rate order, the PUC disallowed tax
normalization on this timing difference.
In 1981, the Company recorded deferred federal
income taxes on the difference between tax depreciation computed using the accelerated cost recovery
system (ACRS) and the amount computed using the
class life system for 1981 property additions.
Effective January 1, 1982, in accordance with a PUC
rate order, the Company began to record deferred
federal income taxes for the difference between tax
depreciation computed using ACRS and that
computed using book depreciation lives and methods
on post 1980 property additions. These changes in
deferred income tax accounting do not affect net
income since they reflect the PUC's rate treatment of
deferred income taxes.
See Note 2 to Financial Statements for information
concerning a change in tax treatment accorded
unbilled energy revenues in 1981.
Investment tax credits, which result in a reduction
of federal income taxes payable, are generally equal
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to 10% of (i) the cost of certain property placed in
service and (ii) progress payments for the construction of certain facilities that'"have a construction
period of at least two years. Such 10% tax credits are
deferred and amortized over the average lives of the
related property.
The Company has an employee stock ownership
plan (ESOP) which permits it to claim up to an
additional 1'/a'Fo investment tax credit. An amount
equal to the additional credit utilized is paid to the
ESOP trustee to acquire common stock from the
Company for employees.
See Note 4 to Financial Statements for additional
information concerning income taxes.

Retirement Plan
The Company has a noncontributory retirement
plan covering substantially all employees. Company
contributions to the plan include current service
costs and all amounts required to amortize unfunded
prior service costs over periods of not more than 20
years.

Capital Stock Expense
No amortization plan is in effect for capital stock

expense except for the amounts applicable to those
series of preferred and preference stock which are
required to be redeemed through sinking fund
provisions. As such stock is redeemed, the related
capital stock expense is amortized to earnings
rein vested.

Forced Outage Reserve
In accordance with the PUC's January

1981 rate
order, the Company stopped accruing a selfinsurance reserve designed to provide for a portion of
increased energy costs experienced when certain
major generating units were forced out of service.
Such increased energy costs are recoverable through
the Company's levelized energy cost rate.

2. Change in Accounting for Revenues
In order to more closely match recorded revenues
with related costs, the Company, effective as of
January 1, 1981, adopted a policy of recording
revenues collectible from customers based on service
rendered to the end of the month. Prior to 1981,
revenues were recorded when bills were rendered to
customers based on monthly cycle meter readings.
Components of unbilled revenues under the new
policy include the following at the end of 1981 and
1980 (thousands of dollars):
December 31
Base rates and tax surcharge .
Energy and fuel clauses ......

1981
$ 29,261
115,282
$ 144,543

1980(a)
$ 27,142
40,876
$ 68,018

(a) Represents the amounts which would have been recorded as
unbillcd revenues if the new accounting policy had been in
effect at the cnd of 1980.

Unbilled base rate and tax surcharge revenues
represent the amount customers will be billed for
electricity delivered from the time meters were last
read to the end of the respective years. Unbilled
energy and fuel clause revenues represent amounts
recoverable from customers through future billings
of au'tomatic adjustment clauses.
A Nonrecurring Credit of $ 12,381,000 (after related
income tax of $ 13,236,000) is included in the 1981
Statement of Income and represents the cumulative
effect to January 1, 1981 of the accounting change.
Allocation of the Nonrecurring Credit to prior years
would not materially affect previously reported
earnings for the years 1980 and 1979.
Unbilled revenues applicable to the current year'
operations did not materially affect net income for
1981 because substantially all of such revenues were
offset by energy costs recorded during the year.
The Company's 1981 income tax liability
computation treats the $ 115,282,000 of unbilled
energy clause revenues at the end of the year as
taxable income for the year. Previously such amount
would have been included in taxable income during
the year in which customers were billed. This change
results in revenues from energy clauses being
taxable in the same tax year that the related energy
costs are deducted. Under previous tax treatment,
the revenues and related costs could occur in
different taxable years causing substantial impacts
on the Company's tax liabilities.
The tax change did not affect net income for the
year since the related increases in the current income
tax provision and deferred investment tax credits
were offset by the reversal of previously recorded
deferred income taxes.
3. Rate Matters
In January 1981, the PUC issued a rate order in
response to the Company's April 1980 request for an
increase of approximately $ 123 million annually in
electric base rates. The order permitted an increase
in base rates of approximately $ 97 million effective
for electricity used on and after January 30, 1981.
This increased revenues by about $ 80.5 million

in

1981.

In August

1981, the Company filed with the PUC
for an increase of approximately $ 112 million
annually in electric base rates. In December 1981, the
PUC issued a rate order approving a settlement
agreement which permits the Company to increase
base rates by approximately $ 73 million annually,
effective for electricity used on and after January
1, 1982.

In March 1981, the Company filed a request with
FERC for an increase in wholesale rates of approximately $ 2 million annually. FERC approved a
settlement agreement in November 1981, which
permitted the $ 2 million rate increase to become
effective retroactive to August 9, 1981.

The Company's PUC tariffs include an adjustment clause which permits it to bill customers
for energy costs that vary from the levels allowed in
base rate schedules. Effective July 1, 1981, customers
were billed a levelized energy cost rate based on
projected data. Prior to that date energy costs were
billed to customers after such costs were incurred.
At December 31, 1981, the Company had not yet
collected from customers $ 115.3 million of energy
costs incurred during 1981. The Company expects to
bill customers this amount in 1982 and 1983 as a
component of the levelized energy cost rate.
With PUC approval, the Company may revise its
energy cost rate during a year to adjust for a material
change in the level of energy costs. Ifno such adjust
ment is made, an over or under collection of costs is
reflected in the rate for the subsequent year. The
Company's energy cost rate increased from 6.422
mills per kwh in 1981 to 13.75 mills per kwh on
January 1, 1982. The higher rate reflects recovery of
an under collection of energy costs in 1981 and
higher projected energy costs for 1982.
A fuel adjustment clause applies to substantially
all customers billed under F<ERC tariffs and that
clause provides for an automatic adjustment of any
over or under recovery of costs two months after such
costs are incurred.

4. Income Taxes
The Internal Revenue Service (IRS) has examined
the Company's federal income tax returns for the
years 1973 through 1976 and has proposed adjust.
ments which would result in additional taxes of
approximately $ 28.2 million for those years. The
Company protested most of the proposed adjust.
ments, and a tentative agreement has been reached
with the IRS regarding most of the proposed adjust.
ments. Based on the tentative agreement, substantially all of the related additional taxes would not
be assessed.

Should an adverse disposition of the items protested ultimately occur, the Company believes that
the proposed adjustments would not materially
affect net income. One major adjustment involves a
deduction which has been flowed through to
customers and the Company would seek permission
from the PUC to recover any additional tax from
customers. The other major adjustment proposed
involves an item for which deferred income taxes
were recorded.
See Note 2 to Financial Statements for information concerning a change in tax treatment
accorded unbilled energy revenues in 1981.
At December 31, 1981, the Company's portion of
the consolidated unused investment tax credits
aggregated approximately $ 115 million which may
be carried forward to reduce future federal income
tax liabilities. The carryforward period for these
credits expires in the years 1994-1996.
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5.

'1

Changes In Capital Stock

The increases and (decreases) in common stock and in preferred and preference stock with sinking fund
requirements during the three years 1979-1981 were as follows (shares and amount in thousands):
1980

1981

1979

Shares

Amount

Shares

Amount

Shares

Amount

4,000
3,657
163

$ 65,440

3,500
2,963

$ 55,037

2,500
1,817
107

$ 44,750

Common Stock

Public Offering
Dividend Reinvestment Plan
Employee Stock Ownership Plan ..
Acquisition of The Arcadia Co.....
Series Preferred Stock
9.24%
7.40%
10.75%
7.50%
8.00%, Second
8.25%

(56)(a)
(16)

55,989
2,676

(5,577)
(1,600)

493

48,712
3,321
9,235

(16)
265

(1,600)
26,500

174

8.75%%uo

34,322
2,170

(16)

(1,600)

150
100

500
600

15,000
10,000
50,000
60,000

(40)

(4,000)

Preference Stock
$ 11.00
$ 15.00
$ 13.00
$ 9.25 .
$ 8.625

.
.
.

(41)(a)
500
(13)(a)
(40)

(4,141)
50,000
(1,251)
(4,000)

.

(25)
(40)
510

(2,500)
(4,000)

'1,000

(a) Represents stock reacquired and cancelled by the Company during 1981. The 1981 sinking fund requirements for these stocks were
satisfied with reacquired shares.

There were no changes in preferred and preference stock without sinking fund requirements during the three
years 1979-1981.

6. Credit Arrangements
To provide financing flexibility,the Company has
credit arrangements totaling $ 720 million of which
$ 545 million was available at December 31, 1981.
Informal lines of credit totaling $ 120 million are
established with various banks which require that
compensating balances be maintained (not material
in amount to the Company's financial position and
borrowing costs) or the payment of commitment fees.
Borrowings under these lines of credit are generally
for one year at the prime interest rate and may be
prepaid at any time without penalty. At December
31, 1981, there were no loans outstanding under these
lines of credit.
Revolving credit agreements with various domestic
banks permit the Company to borrow and have
outstanding'up to $ 500 million at any one time
through February 1985. At December 31, 1981, there
were $ 175 million of loans outstanding under these
agreements. The amount borrowed bears interest at
rates increasing from prime in 1982 to 105% of prime
at March 1, 1984 and may be prepaid at any time
without penalty. Any borrowings outstanding at the
end of February 1985 can be converted to term notes
with interest at 110% of prime. One-third of the
principal amount of such term notes would mature in
each of the years 1986, 1987 and 1988.
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A revolving credit agreement with a group of
foreign banks permits the Company to make short
term borrowings up to $ 100 million through June
15, 1984. Borrowings under this agreement would
bear interest at '/s of 1% above the average rate at
which certain participating banks may borrow
United States dollars in the London interbank
market. At December 31, 1981, no loans were
outstanding under this revolving credit agreement.
Allrevolving credit agreements are maintained by
the payment of commitment fees based on the
unused balance. Commitment fees incurred to
maintain the Company's credit arrangements
aggregated $ 2.8 million in 1981, $ 2.4 million in
1980 and $ 0.7 million in 1979.

7. Dividend Restrictions
The Company's charter and mortgage indentures
restrict the payment of cash dividends on common
stock under certain conditions. Under the charter
provisions, which are the more limiting, no restrictions are effective on the payment of such dividends
out of earnings reinvested at December 31, 1981.
Certain series of preferred and preference stocks.
contain provisions to the effect that the Company
will not declare or pay any dividends on, or make
any other distribution of property with respect to

common stock, or purchase or otherwise acquire
common stock at any. time when the Company shall
have failed ta discharge in full its obligation to
redeem shares of that series pursuant to the sinking
fund requirements.
In addition to these restrictions, approximately
$ 3.1 inillion of earnings reinvested were restricted
as to the payment of dividends at December 31,
1981 pursuant to provisions of Part I of the Federal
Power Act.

8. Retirement Plan
Pension costs charged to expense for 1981, 1980
and 1979 were $ 19.7 million, $ 17.3 million and $ 14.7
million, respectively. The actuarial present value of
accumulated plan benefits and plan net assets at the
end of the plan's recent fiscal years are as follows
(thousands of dollars):
June 30

1981

Actuarial present value of
accumulated plan benefits: (a)
Vested
Nonvested

Net assets available for
benefits

1980

$ 151,897
8,063
$ 159,960

$ 145,863
4,593
$ 150,456

$ 162,093

$ 150,857

(a) Excludes accumulated plan benefits which are the obligation
of four insurance companies under allocated insurance

contracts.

The assumed rate of return used in determining
the actuarial present value of accumulated plan
benefits was
both 1981 and 1980. A plan
amendment effective May 1, 1980 providing for
additional benefits to retired employees increased
the actuarial present value of vested accumulated
plan benefits at June 30, 1980 by $ 5.6 million.
Under a plan amendment effective July 1, 1981,
approximately $ 18.6 million was refunded to current
employees representing their contributions to the
plan, including interest. The refund had no effect on
the employees'ension
benefits and did not
materially affect the actuarial present value of
vested accumulated plan benefits. Beginning in
1982, this amendment is expected to increase annual
pension costs by about $ 1.5 million.

6'or

9. Rentals and Lease Commitments
Principal rental costs affecting expense were as
follows (thousands of dollars):
Year

Charged to
Operating
Fuel
hxpense
Inventory(a)

1981
$ 17,863
$ 2,021
1980
15,818
2,008
1979
14,468
1,993
(a) Amounts represent rental of railroad coal cars which are
charged to fuel inventory and subsequently included in
fuel expense.

At December 31, 1981, the Company had long-term
lease agreements which require future minimum

rentals as follows (millions of dollars): 1982, $ 15.8;
1983, $ 14.5; 1984, $ 12.5; 1985, $ 11.1; 1986, $ 9.9 and
1987 to expiration of the leases, $ 66.1. Generally,
long-term leases contain renewal options and
obligate the Company to pay maintenance,
insurance and other related costs. The Company also
leases other property under short-term agreements
with rentals currently amounting to approximately
$ 6.8 million annually. None of the leases include
restrictions on any of the Company's other financial
activities.
Certain of the leases are capital leases in accordance with criteria established by the Financial
Accounting Standards Board. However, in keeping
with ratemaking treatment by the PUC, the Company is permitted to account for such leases as
operating leases.
The amounts'hat the Company would have
recorded as obligations under capital leases are
$ 59.7 million at December 31, 1981 and $ 59.3 million
at December 31, 1980. Capitalization of these leases
would not have a material effect on operating
expenses.

10.

Joint Ownership of Generating Plants

At December 31, 1981, the Company owned undivided interests in three generating stations as
follows (millions of dollars):
Generating Station
Susquehanna (under
construction) .............
Keystone
Conemaugh ................

Plant
Investment
$ 2,236.7
28.6
33.1

9o

Ownership
90.009o

12.34
11.39

The Company receives a portion of the total station output equal to its percentage ownership.
The Statement of Income reflects the Company's
share of fuel and other operating costs associated
with the two operating stations. Each participant
provides its own financing.

11. Associated Company Transactions
The Company purchases bituminous coal from
associated companies at a price generally equal to
the entire operating costs of those companies.
Purchases of coal from associated companies were
(thousands of dollars): 1981, $ 183,535; 1980,
$ 191,909 and 1979, $ 166,217. An oil pipeline subsidiary transports oil to one of the Company's generating stations in accordance with a PUC approved
tariff. The oil transportation charges were
(thousands of dollars): 1981, $ 8,998; 1980, $ 7,922 and
1979, $ 9,590. See Note 13 to Financial Statements for
information concerning the Company's guarantee
of certain obligations of associated companies.
12. Settlement of Nuclear Fuel Litigation
In 1980, the Company and General Atomic Company (GAC) entered into an agreement to settle
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litigation involving GAC's obligation to supply
uranium and fabricated nuclear fuel assemblies for

the Company's Susquehanna nuclear-fueled units.
Pursuant to the agreement, GAC made a $ 12.4
million payment in 1980 to a subsidiary of the
Company as reimbursement for expenses incurred
by that company in an effort to obtain uranium
supplies for the Company's Susquehanna plant.
GAC is also obligated to make cash payments
totaling $ 31.5 million to the Company during the
years 1981-1987. Additionally, GAC is obligated to
sell a specified quantity of uranium to the Company
during the years 1982 through 1987 at a price not to
exceed the market price and has an option to provide
the Company further quantities of uranium during
the years 1988 through 1995 at market prices.
Allegheny Electric Cooperative, Inc., the jointowner of the Susquehanna plant, willreceive 10% of
the $ 31.5 million cash payments and acquire
the uranium to be supplied by GAC. The amount of
payments to be received by the Company has been
recorded as a credit to nuclear fuel.

10'f

13. Commitments and Contingent

Liabilities

The Company's construction expenditures are
expected to aggregate $ 720 millionin 1982 (including
$ 236 million of allowance for funds used during
construction) and $ 1.69 billion during the three years

1982-1984 (including $ 528 million of allowance).
Approximately $ 1.28 billion of the expected expenditures in the period 1982-1984 are for the two
Susquehanna nuclear-fueled generating units
presently under construction. The scheduled inservice dates of these units are the second quarter of
1983 for Unit No. 1 and the fourth quarter of 1984 for
Unit No. 2. See the section entitled "Construction
Program" on page 22 for additional information
concerning the Company's planned
and the Susquehanna units.
At December 31, 1981, the Company had
guaranteed capital and other obligations of other
companies (principally subsidiary coal companies
and a subsidiary pipeline company) totaling $ 233.3
million.
construction'xpenditures

Auditors'pinion
DELOITTE
HASKINS & SELLS
Certified Public Accountants

One World Trade Center
New York, New York 10048

To the Shareowners and Board of Directors of Pennsylvania Power & Light Company:
We have examined the balance sheets of Pennsylvania Power & Light Company as of
December 31, 1981 and 1980 and the related statements ofincome, earnings reinvested, and
changes in financial position for each of the three years in the period ended December 31,
1981. Our examinations were made in accordance with generally accepted auditing

standards and, accordingly, included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.

In our opinion, such financial statements present fairly the financial position of the

Company at December 31, 1981 and 1980 and the results of its operations and the changes
in its financial position for each of the three years in the period ended December 31, 1981,
in conformity with generally accepted accounting principles applied on a consistentbasis,
except for the change, with which we concur, in the method of accounting for unbilled
revenues, as described in Note 2 to the financial statements.

February 4, 1982
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Management's Report on the Financial Statement
The management of Pennsylvania Power & Light
Company is responsible for the preparation,
integrity and objectivity of the financial statements
and other sections of this annual report. The
financial statements have been prepared in
conformity with generally accepted accounting
principles and the Uniform System of Accounts
prescribed by the Federal Energy Regulatory
Commission. In preparing the financial statements,
management makes informed estimates and
judgments of the expected effects of events and
transactions based upon currently available facts
and circumstances.
The Company maintains a system of internal
accounting controls designed to provide reasonable,
but not absolute, assurance that assets are
safeguarded and that transactions and events are
executed in accordance with management's
authorization and recorded properly to permit
preparation of financial statements in accordance
with generally accepted accounting principles. The
concept of reasonable assurance recognizes that the
cost of a system of internal accounting controls
should not exceed the benefits derived and that there
are inherent limitations in the effectiveness of any

system

of internal accounting controls.

Fundamental to the control system is the selection
and training of qualified personnel, an
organizational structure that provides appropriate
segregation of duties and the utilization of written
policies and procedures. In addition, the Company

maintains an internal auditing program to evaluate
the adequacy, application and compliance with
the Company's internal accounting controls, policies
and procedures.
Deloitte Haskins & Sells, independent certified
public accountants, are engaged to examine and to
render an opinion as to whether the financial
statements, considered in their entirety, present
fairly the Company's financial position, operating
results and changes in financial position, in
conformity with generally accepted accounting
principles. Their examination is conducted in
accordance
with generally accepted auditing
standards and includes such procedures believed by
them to be sufficient to provide reasonable assurance
that the financial statements are not materially
misleading and do not contain material errors.
The Board of Directors, acting through its Audit
Committee, oversees management's responsibilities
in the preparation of the financial statements. In
performing this function, the Audit Committee,
which is composed of directors who are not
employees of the Company, meets periodically with
management, the internal auditors and the independent certified public accountants to review the
work of each. Deloitte Haskins & Sells and the
internal auditors have free access to the Audit
Committee and to the Board of Directors, without
management present, to discuss internal accounting
control, auditing and financial reporting matters.
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Summary Of Quar

riy ReSultS

Of Operatien<> (Unaudited)
<.

Quarter
Ended

1980(b)

March
June .

September
December
1981(c)

March
June .
September
December

Operating
Revenues

Net
Operating
Income
Income
Thousands of Dollars
$ 49,118

37,037
37,538
44,966

38,059
42,533
46,146

$ 314,529
252,707
266,908
299,134

$ 56,984

$ 67,201

47,047
55,370
51,649

50,790
52,480
61,225

of shares outstanding during
the quarter. The total of the four quarterly earnings per share
amounts may not equal earnings per share for the year due to
changes in the number of common shares outstanding during
the year and rounding.

(a) Based on the average number

Ifthe Company had recorded revenues on the basis of service
rendered in 1980, quarterly earnings would not be materially
different from those reported.

(b)

$ 53,021

$ 231,930
206,286
220,891
226,344

Financial Accounting Standards Board
organization that establishes rules for
accounting and financial reporting, has issued a
statement that requires the presentation of certain
information on the effects of changing prices.
Inflation has become an increasingly significant
factor in the economic life of the United States.
Customary financial reporting generally has not
attempted to specifically reflect inflation. The FASB
statement requires that certain aspects of inflation be
computed in accordance with prescribed techniques
The

and reported on an experimental basis.
The F<ASB recognizes, and the Company cautions
users of this information, that there is no consensus
on the general practical usefulness of this supplementary information. There are also unresolved
implementation problems and conceptual differences
regarding the manner in which the effects of
changing prices should be measured.
The F<ASB statement attempts to measure
effects of inflation in two different ways:
1.
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the

Constant dollars —
In a period of inflation, the
amount of goods and services one dollar will buy
declines. Since financial data often involves
dollars expended in different years, it is suggested
that combining or comparing such dollars is
misleading. The constant dollar method shows the
effects of general inflation by adjusting data to
dollars of the same purchasing power by applica-

Common Stock

$ 38,474
23,231

r~

of Common
Stock (n)

$ 0.88

27,734
30,945

0.52
0.61
0.65

$ 51,943
35,619
37,343
45,896

$ 1.01
0.68
0.69
0.79

of 1981 have been restated to
reflect revenues on the basis of service rendered. Restated 1981
earnings exclude the $ 12,381 nonrecurring credit related to the
accounting change. (See Note 2 to Financial Statements.)
Earnings applicable to common stock, as reported prior to the
accounting change, amounted to $ 51,665 ($ 1.01 per share),
$ 35,638 ($ 0.68 per share) and $37,494 ($ 0.69 per share) for the
quarters ended March 31, June 30 and September 30, 1981,
respectively.

(c) Results for the four quarters

Supplementary InfOrmatiOn On Changing PriCeS
(F<ASB), an

Earnings
Applicable'to

<

Earnings
Per Share

(Unaudited)

tion of the U.S. Government Consumer Price Index
for All Urban Consumers (CPI-U).
The constant dollar method simply restates

amounts recorded on a company's books to the
level of average dollars for the current year. For
example, the average CPI-U was 181.5 in 1977 and
272.4 in 1981. The restatement of $ 1.00 of property
acquired in 1977 to average 1981 dollars would
be accomplished by multiplying the $ 1.00 by the
ratio 272.4! 181.5, resulting in $ 1.50 of property in
terms of average 1981 dollars.
2. Current cost —
In a period of inflation, prices of
most goods and services increase but not necessarily all at the same rate. The current cost method
shows the impact of inflation on a company by
measuring the estimated change in prices of the
specific goods and services used by that company.
The Company has elected to present the "Supplementary Statement of Income" data in accordance
with the partial restatement provision of the F<ASB
statement. Under this provision, utility plant, net of
accumulated depreciation, and depreciation expense
are the only items restated to
genera inflation
(Constant Dollars) and specific price changes (Current Cost). Fuel inventories and the cost of fuel used in
generation have not been restated from their historical cost since, under rate regulation, the recovery of
the cost of fuel is limited to the actual cost of the fuel
burned. Revenues, income taxes and expenses other
than depreciation are presented at the amounts
reported in the basic financial statements.
reflect

i<t

Increase in the current cost of net utilityplant as a
result of specific price changes experienced.
The increase in the current cost amount of net
utility plant is shown before and after eliminating the effects of general inflation as measured
by the CPI-U.
3. Adjustment of net utility plant to net recoverable
amount.
Under the ratemaking prescribed by the
regulatory commissions to which the Company
is subject, only the historical cost of utilityplant
is recoverable in revenues as depreciation.
Therefore, the difference between the amount of
utility plant stated in terms of constant dollars
and current cost (after deducting the effects of
general inflation) and the historical cost is
reflected as an adjustment to net recoverable
amount.
The adjustment in terms of constant dollars
reflects only the effects of general inflation on the
historical cost of utility plant and is a reduction
in 1981. The adjustment in terms of current cost is
computed after the general inflation effect is
deducted from the increase in the specific price
amount of net utility plant.

As prescribed by the FASB, the earnings figures
presented exclude the nonrecurring credit related to
the accounting chan'ge for unbilled revenues (see
Note 2 to Financial Statements).
Set forth under "Other Inflation Impacts" are the
following:
1. Gain from decline in purchasing power of net
amounts owed.
Inflation also affects monetary assets, such
as cash and receivables, which lose purchasing
power during inflationary periods since these
assets will in time purchase fewer goods or
services. Conversely, holders of monetary
liabilities benefit during such periods because
less purchasing power will be required to satisfy
these obligations. For purposes of this presentation, the preferred and preference stock issues
with sinking fund requirements and the accumulated deferred investment tax credits are
treated as monetary items. The Company's net
monetary liability position is due primarily to
the amount of outstanding debt and preferred
and preference stock with sinking funds used to
finance the construction of utility plant.

2.

As Reported

Supplementary Statement of
Income for 1981 (Thousands of Dollars)
Operating revenues
Operating expenses
Depreciation (a)
Other

.

Interest expense .
Other income and deductions —
net ...........
Dividends on preferred and preference stock
Earnings applicable to common stock

in Financial
Statements
(Historical
Cost)

Adjusted on
the Basis of
General

Adjusted on
the Basis of
Price Changes
Inflation
Experienced
(Constant Dollar)
(Current Cost)
(Stated in Average 1981 Dollars)

$ 1,133,278

$ 1,133,278

$ 1,133,278

85,513
836,715
922,228
122,270
(142,916)
60,895
962,477
$ 170,801(b)

186,499
836,715
1,023,214
122,270
(142,916)
60,895
1,063,463
$ 69,815(c)

188,293
836,715
1,025,008
122,270
(142,916)
60,895
1,065,257
$ 68,021

$ 224,403

$ 224,403

Other Inflation Impacts

Gain from decline in purchasing power of net amounts owed
Increase in specific prices (current cost) of net utility
plant during the year (d)
Increase in current cost of net utility plant if change
in general price level were applied
Excess of increase in specific prices over increase in
general price level
Adjustment of net utility plant to net recoverable amount—
(reduction)
(a) Constant dollar utility plant was determined by applying the
CPI-U index to the historical cost of surviving plant. The
current cost of utility plant was determined by applying
construction cost indices maintained by the Company to the
historical cost of surviving plant. The respective adjusted
provisions for depreciation were determined by applying the
functional class depreciation accrual rates to the respective
average year.end balances of depreciable plant adjusted for
general inflation (constant dollar) and specific price changes
(current cost).

.

$ 660,764

(600,253)
$
$ (250,305)

60,511

$ (309,022)

(b) Excludes $ 12,381 nonrecurring credit related to an accounting
change.
(c) Including the reduction to net recoverable amount, earnings
(loss) applicable to common stock on a constant dollar basis
would have been $ (180,490) for 1981.

(d)

At December

31, 1981, the current cost of net utilityplant was
billion, while the historical cost or net amount
recoverable through depreciation was $ 4.51 billion.
$ 7.82

tQ

The following schedule presents a summary of
selected data comparing items as they are normally
reported in financial statements or other statistical
summaries to items adjusted for changing prices. The
"Income Items" are presented for only the three years

that the FASB has required that the calculations be
made. Shown under "Other Supplementary Data" is
comparison of items"as normally reported
a'ive-year

and as adjusted to average 1981 constant dollars by
applying the CPI-U index.

Supplementary Comparison of Selected
Data (Thousands of Dollars)
Earnings Applicable to Common Stock
As reported (a)
Constant dollars
Current cost ....
Earnings Per Share of Common Stock
As reported (a)
Constant dollars
Current cost .
Amount by which the Increase in General Price
Level of Net Utility Plant is Greater Than or
(Less Than) the Increase in Specific Prices of
Net Utility Plant .
Adjustment of Net UtilityPlant to Net
write-up (reduction)
Recoverable Amount —
Constant dollars
Current cost
Gain from Decline in Purchasing Power
of Net Amounts Owed .
Net Assets at Year-End (b)
As reported
Constant dollars
Current cost

$

170,801
69,815
68,021

3.17
1.29
1.26

1979

1980

1981

Income Items-Constant Dollar and Current
Cost Amounts in Average 1981 Dollars

$

120,384
39,590
30,823

$

1978

1977

133,532
85,518
65,990

3.32
2.13

2.64
0.87
0.67

„1.64

(60,511)

363,509

231,175

(250,305)
(309,022)

(368,640)
3,637

(430,572)
(179,869)

224,403

290,691

316,406

1,666,812
1,612,929
1,612,929

1,482,092
1,562,391
1,562,391

1,344,816
1,583,779
1,583,779

$ 1,133,278

1,133,278

$ 885,451
977,297

$ 860,498
1,077,700

2.24
2.24

2.12
2.34

2.04
2.56

1.92
2.68

2.83

17.12
16.57
272.4

15.62
16.47
246.8

17.75
21.03
217.5

19.25
25.84
195.4

23.12
33.85
181.5

Other Supplementary Data
Operating Revenues
As reported
Average 1981 constant dollars
Cash Dividends Declared Per

........

Common Share
As reported
Average 1981 constant dollars ......
Market Price Per Common Share at
Year-End
As reported
Average 1981 constant dollars ......
Average Consumer Price Index (CPI-U) .

(u) 1981 excludes a nonrecurring credit related to an accounting
change.
(b) Net assets (shareowners'quity) for purposes of this supplementary disclosure include common equity and the preferred
and preference stocks without sinking fund requirements. The
preferred and preference stocks with sinking fund requirements have been excluded since they were treated as monetary
items.
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$ 798,339
1,112,935 -

$

744,731
1,117,712
1.89

Common Stock Price aniODividend Data
<

~

principal trading market for the Company's
common stock is the New York Stock Exchange.
The stock is also listed on the Philadelphia Stock
Exchange. The"number of record holders of common
stock was 165,096 as of December 10, 1981. The high
and low'sales prices of the Company's common stock
for the past two years as reported by The Wall Street
Journal (as Composite Transactions) were as
t'he

follows:
Quarter
Ended

High

Low

1980 March

$ 187e

$ 14'/z

20'/s

14s/s

197/e
177/s

16'/s

18

15'/s
16

June
September
December
1981

.
.

March
June .
September
December

18'/~
17s/s
18s/s

147/s

15'/4
14s/~

The Company has paid quarterly cash dividends
on its common stock in every year since 1946. The
dividends paid per share in 1981 and 1980 were
$ 2.21 and $ 2.10, respectively. The most recent

regular quarterly dividend declared by the Company
was 56 cents per share (equivalent to $ 2.24 per
annum) paid January 1, 1982. Future dividends will
be dependent upon future earnings, financial requirements and other factors.
The Company has estimated that all of its 1981
dividends paid on common stock and 94.22% of its
dividends paid on preference stock will be nontaxable for federal income tax purposes as dividend
income, but will constitute a return of capital which
reduces the tax cost basis of the shares on which the
dividends were paid.
The Company presently estimates that substantially all dividends on common stock paid in 1982
will be a return of capital and, therefore, will not be
taxable for federal income tax purposes as dividend
income. There is also a possibility that a portion of
dividends on preference stock paid in 1982 will be
accorded similar treatment. However, because of the
uncertainties involved in such a determination, the
Company is unable to estimate the exact amount of
1982 dividends that will constitute a return of
capital. See Note 7 to Financial Statements for
information concerning dividend restrictions.

Fiscal Agents

Securities Listed On Exchanges

TRANSFER AGENTS FOR PREFERRED,
PREFERENCE AND COMMON STOCK
Industrial Valley Bank and Trust Company
634 Hamilton Mall
Allentown, Pennsylvania —
18101
Morgan Guaranty Trust Company of New York
30 West Broadway
New York, New York—
10015
Pennsylvania Power & Light Company
Two North Ninth Street
Allentown, Pennsylvania —
18101

NEW YORK STOCK EXCHANGE
First Mortgage Bonds, 10'/s% Series due 1982
4'/s% Preferred Stock (Code: PPLPRB)
4.40% Series Preferred Stock Code: PPLPRA
8.60% Series Preferred Stock Code: PPLPRG
9.24% Series Preferred Stock Code: PPLPR )
Preference Stock, $ 8.00 Series Code: PPLPRJ)
Preference Stock, $ 8.40 Series Code: PPLPRH)
Preference Stock, $ 8.70 Series Code: PPLPRI)
Preference Stock, $ 11.00 Series (Code: PPLPRL)
Preference Stock, $ 13.00 Series (Code: PPLPRK)
Depositary Preference Shares Representing

REGISTRARS FOR PREFERRED,
PREFERENCE AND COMMON STOCK
The First National Bank of Allentown
Hamilton Mall at Seventh
Allentown, Pennsylvania —
18101
Morgan Guaranty Trust Company of New York
30 West Broadway
New York, New York—
10015

DEPOSITARY FOR DEPOSITARY
PREFERENCE SHARES
Morgan Guaranty Trust Company of New York
30 West Broadway
New York, New York—
10015

DIVIDENDDISBURSING OFFICE AND
DIVIDENDREINVESTMENT PLAN AGENT
Treasurer
Pennsylvania Power & Light Company
Two North Ninth Street
Allentown, Pennsylvania —
18101

Preference Stock, $ 15.00 Series (Code:PPLPRN)
Common Stock (Code: PPL)

PHILADELPHIASTOCK EXCHANGE
4'/t% Preferred Stock
3.35% Series Preferred Stock
4.40/o Series Preferred Stock
4.60% Series Preferred Stock
8.60% Series Preferred Stock
9% Series Preferred Stock
9.24% Series Preferred Stock
Preference Stock, $ 8.00 Series
Preference Stock, $ 8.40 Series
Preference Stock, $ 8.70 Series
Preference Stock, $ 11.00 Series
Preference Stock, $ 13.00 Series

Depositary Preference Shares Representing
Preference Stock, $ 15.00 Series
Common Stock
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MERLIN F. HERTZOG, Senior

Vice President.

Human Resource & Deuelopment

LEON L. NONEMAKER, Senior

Vice President-

Diuision Operations

F<RED

KORNET JR.,

Vice President Corporate Planning

JOHN R. BIGGAR, Assistant Treasurer
GENNARO D. CALIENDO, Vice President
and Chief Counsel Regulatory Affairs
NORMAN W. CURTIS, Vice PresidentEngineering & Construction. Nuclear

CHARLES L<'. FUQUA, Vice President. Susquehanna Diuision
CHARLES J. GREEN, Vice President Harrisburg Division
BRUCE D. KENYON, Vice President. Nuclear Operations
JOHN P. KIERZKOWSKI,Assistant Treasurer
CARL R. MAIO, Vice President-Lehigh Diuision
GRAYSON E. McNAIR, Vice PresidentConsumer & Community Services

CLIFFORD L. ALEXANDERJR., Washington, D.C.

President, Alexander & Associates Inc.
Consultants to business, gouernment & industry

ROSWELL BRAYTON, Woolrich

President and Chief Executive Officer, lVoolrich )Voolen

Mills Inc. Manufacturer of garments for outdoor actiuities
ROBERT K. CAMPBELL, Allentown
President and Chief Executiue Officer

RALPH R. CRANMER, Williamsport
Member of Board of Directors, Lamco Communications Inc.
EDGAR L. DESSEN, Hazleton
Physician. Radiologist

ROBERT R. FORTUNE, Allentown
Executive Vice President-Financial

FRANCES R. HESSELBEIN, New York City
National Executive Director, Girl Scouts of the U.S.A.
HARRY A. JENSEN, Lancaster

President and Chief Executive Officer, Armstrong 1Vorld
Industries Inc. Manufacturer of interior furnishings and
specialty products

JOHN T. KAUFFMAN,Allentown
Executi ve Vice President-Operations

W. DEMING LEWIS, Bethlehem
President, Lehigh University

HAROLD S. MOHLER, Hershey
Chairman of the Board and Chairman of the Executive

Committee, Hershey Foods Corporation
Diuersi fied manufacturer of food products

'JOHN A. NOBLE, Scranton

President, Simpson Real Estate Corporation

EDWARD M. NAGEL, Vice President,

RALPH W. RICHARDSON JR., State College

HERBERT D. NASH JR., Vice President. Central Division
JOHN E. ROTH, Vice President-Northern Diuision
CHARLES L<'. RUSSOLI, Vice President and Treasurer
EDWIN H. SEIDLER, Vice President-Engineering &

NORMAN ROBERTSON, Pittsburgh

General Counsel and Secretary

Construction. System Power & Engineering

BRENT S. SHUNK, Vice President-Lancaster Division
JEAN A. SMOLICK, Assistant Secretary
DONALDJ. TREGO, Assistant Treasurer
GEORGE F. VANDERSLICE, Vice President
and Comptroller

PAULINE L. VETOVITZ,Assistant Secretary
HELEN J. WOLFER, Assistant Secretary
Corporate Nanagcmcnt Committcc: Robert K. Campbell, chairman;
Robert R. Fortune, John T. Kauffman, Jack R. Calhoun, Hurley L Collins,
Merlin F. Hcrtzcg, Leon L Noncmakcr, Fred Kcrnct Jr. and John M.
Pavclko, manager.Corporate Planning Administration, serving as thc
committcc's executive secretary.
The execu tive organization chart of the company is included in the
PP&L Profile.

Consultant, agricultural and environmental sciences

Senior Vice President and Chief Economist,
Mellon Bank, N.A.

DAVID L. TRESSLER, Scranton

President and Chief Executive Officer,
Northeastern Bank of Pennsyluania
Executive Committcc: Robert K. Campbell, chairman Ralph R.
Cranmcr, Harry A. Jensen, W. Dcming Wwis and Norman kobcrtscn.

Audit Committee: Harold S. Mohlcr, chairman; Clifford L. Alexander
Jr., Rcswcll Brayton, Ralph W. Richardson Jr. and David L Trcssler.
Management

Development

and

Compensation

Committee:

Norman Robertson, chairman; Clifford L Alexander Jr., Rcswcll Draytcn
and Edgar L Desscn.

Nominating Committee: Ralph

W. Richardson Jr., chairman; Ralph R.
Cranmcr, Frances R. Hcssclbcin, Harry A. Jensen and W. Deming Lewis.

Corporate Responsibility Committee: Edgar L. Desscn, chairman;
Ralph R. Cranmcr, Frances R. licssclbcin, Harold S. Mchler and David L
Trcsslcr.
'The company lost a long time friend with the death of John Noble in
December 1981. Mr. Noble had served as a director since 1957. Hc woe a
rncmbcr of the Audit and Managcmcnt Dcvclcpmcnt and Compensation
committccs during 1981.

The Company's annual report filed with the Securities and Exchange Commission on Form 10-K will be
available mid-March. A shareowner may obtain a copy, at no cost, by writing to Pennsylvania Power &
Light Company, Wvo North Ninth Street, Allentown, Pa. 18101, attention: Mr. George I. Kline, Investor
Services Manager.
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Innovation
There's more to PPd'cI's business than generating
electricity. We'e an industry leader in demonstrating
new energy technologies. Thousands of beautiful
poinsettias are nurtured in a commercial greenhouse
heated by waste heat from PP&I's Montour power
plant. At the company's Brunner Island plant,
waste heat helps proZuce market-size catfish for
commercial food processors in record time.
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