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Metropolitan Edison Company is a subsidiary ofNi General Public Utilities Corporation, an electric utilityg
L holding company. Met-Ed's corporate headquarters ar

located in Reading, Pennsylvania. The Company sene
more than 358,000 customers in 14 eastern and
south-central Pennsylvania counties covering more tha
3,274 square miles.

GPU, the parent company headquartered in Parsip-
pany, New Jersey, has two other operating subsidiarie-
Pennsylvania Electric Company, sening more than
508,000 customers in northern and western Pennsylvar
and Jersey Central Power and Light Company, sersin
more than 690,000 customers in New Jersey, The thret
companies combined provide electric service to more
than half the land area of the two states. They jointly
own several of the System's major electric generating
facilities.

GPU is one of the nation's largest publicly owned
electric utilities with assets of 55 billion. Its three

| companies sold about 32 million megawatt-hours of
electricity in 1979, producing oser $1.5 billion in
res enues.
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1979 FINANCIAL SUMMARY

1979* 1978 Tc Change

Earnings Available for Common Stock (5000) . . . . . . . . . S 15,585 5 48.318 (67.7)
Operating Res enues (5000) . . . . . . . . . . . . . . . . . . . . . . . . . . $ 338,136 S 310.581 8.9

Construction Expenditures (5000) . . . . . . . S 53,559 S 87.657 (38.9)... ........

Gross Utility Plant (5000) . . . . 51,376,767 51.353.569 1.7................ .....

Ge nera ting Ca pacity ( 51 W)* * . . . . . . . . . . . . . . . . . . . . . . . . 2,144 2,144 0.0

Pea k l_oad-Winter ( N1 W) . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,571 1.483 5.9
Fuel and Purchased Power Cost (Niills per Kwh). . . . . . . 13.37 10.57 26.5

Generation Niix (q)

Coal...................................... 76 58

Oil 2 2.. .....................................

N uclea r . 19 38... ............. ...................

Other (gas & hydro) . . . . . . . . . . ....... ..... 3 2

Niegawatt-liour Sales (000) 8,084 7.917 2.1... .................

Customers Served (Year-End, 358,265 251,554 1.9.....................

Employees (Year-End) . . . . . . 2.659 2.784 (4.5).. ............... ..

*Sre .%ne i to CenwhJared Fmancial Statements.
**!ncludes bash Three . tide Island ruclear generatmg 3 atwn Unas rated at 3!3 .tf W.

1
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A MESSAGE FROM THE PRESIDENT
To the Security lloiders, Customers and Employees of Met Ed:

For Metropolitan Edison Company, this has been The Accident Examined
its most difficult year. The two major investigative studies, that of the

T he accident March 28,1979 at Three Mile President's Commission on the Accident at Three
Island (TMI) Unit 2 has produced trying and Mile Island (The Kemeny Report) and one comm
extremely troubhng months for our customers, our sioned by the NRC (The Rogovin Report), emphr
employees, our security holders and all of the ized that the nuclear industry overall, including
General Public Utilities System. utilities, the NRC and equipment suppliers, share

responsibility for deficiencies that existed in the
flowever, our resulting financial crisis is severe and industry and were brought to light by the TMI

continuing. accident. For example, in examining deficiencies i
operator training, the Rogovin group found:

The removal of TMI-2 from rate base has "These problems were not unique to Metropoli-
deprived us of the recovery of the capital costs for tan Edison. Although it is true that Met-Ed's
that investment, reducing earnings to a point which training program was in some respects deficient, i
has virtually eliminated our access to long-term appears that Met-Ed afforded its operators trainir
security markets and forced us to suspend payment that, taken as a whole, was typical of the industry
of common stock dividends. The cost of power to and, in certain respects, was above average. The
replace the TMl generation is increasing and is shift crew on duty when the accident began were .
already far in excess of that currently being products of the nuclear Navy training program, a
collected from customers. As a result, we must limit each had at least five years of Navy experience.
cash expenditures to those covered by revenues or Prior to the accident all of them had completed
borrowings under a special revohing credit agree- training courses which met NRC requirements, ht
ment. passed NRC exams, ar ' had received simulator

training totalling 5 to 9 w eeks each. Three had
received one week's training at Penn State Univer

The most critical factor in our continuing . sity,s research reactor. Their combmed average
financial viability and ultimate financial health is

' NRC licensing exam test scores were above the
reasonable and timely rate treatment by the nati n 1 average. The inadequate training that
Pennsylvania Public Utility Commission during this P ayed a role m this accident must be attributed rldifficult period. At this tin $e, Met-Ed is not to one utility but rather to the , dustry as a wholm
receiving sufficient revenues to meet our overall and to the NRC.
financial requirements. Lessons learned will result m additional safe-

, ,

guards and response capabilities. Met-Ed and GP
1979 has been a year far removed from " business are invohed in industry-wide programs to upgrac

as usual. In addition to the accident, its severe the safety of nuclear operations. Our involvement
,

financial effect and the difficulties of dealing with includes the Nuclear Safety Analysis Center
the rate regulatory situation, the procedures of the (NSAC), the Institute of Nuclear Power Operatic
Federal Nuclear Regulatory Commission have (INPO) and the industry's establishment of a
caused unreasonable delays m reaching decisions mutual insurance organization to help cover cost:
concerning proposed safety modifications for the of replacement power resulting from any future
restart of the undamaged TMl Umt I and for the nuclear accidents.
safe cleanup and recovery of TMI Unit 2.

Financial Results Down

The safe return of TMI-I to service would be of Metropolitan Edison Company's earnings avail
significant benefit to the GPU System customers ble for common stock for 1979 declined nearly 6h
because of the savings (estimated at over $160 from those reported for the year 1978. The
million annually) to be realized by the reduction in regulators' elimination of TMI-2 costs from our
replacement power costs. A more rapid pace in the rates was the primary cause of this decline.
cleanup of the damaged Unit 2 than present NRC The rate of return on average common equity
decision making has permitted would be dearly 1979 was 4.16 percent, far below the 12.91 percer
beneficial, not only to the company, but more for 1978.
important to our TMl plant neighbors.

.'
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A major impact on the company has been the Until such time as earnings and credit worthmess ;

need to purchase power to replace that lost from can be restored, access to the securities market for
the TN11 station and thus maintain continuity of permanent financings is essentially precluded. |
customer se'vice. The cost of replacement powerr Rate Proceedings and Regulatory Mattersduring 1979 was more than ten times the cost of
generation from TN11. During 1979 Niet-Ed spent in N1 arch.1979. Niet-Ed was granted a rate
S177 million dollars for fuel and replacement power increase by the PaPUC which reflected in base rates
but received only Sil2 million of this from its insestment in TN11-2 and the operating and
customer revenues. Although the difference is being maintenance costs associated with the unit. In April
deferred for future recovery, it has imposed a severe the order was rescinded by the PaPUC, thereby
load on available sources of credit. (Refer to reducing rates by over 546 million to the levels in
N1anagement's Comments on Earnings). effect prior to the N1 arch rate order.

On June 19. 1979, the PaPUC made these

Financing reduced base rates permanent. In addition, the
. order established a leselized energy adjustment

in June,1979, GPU and its member companies clause for Niet-Ed for the period .iuly 1,1979
entered into a revolving credit agreement with 45 through December 31,1980.
banks under which the System had available at The increase in Niet-Ed's levelized energy adjust-
December 31,1979, $292 milhon of credit. The ment charge granted by the PaPUC in June 1979
agreement provides for an ultimate borrowing level assumed that TN11-1 would resume the generation
of $412 milhon with the favorable vote of the banks of electricity on January 1,1980. Howeve , due to
providing 85% of the bank credit. A maximum of NRC actions that hase delaved the restart of
$125 milh,on is available to Niet-Ed subject to the TN'l-1, Niet-Ed had to file for an increase in the
overall system hmit, which ,s less than the total ofi levelized energy adjustment charge. That request
the individual hm,ts of the Company and itsi was filed with the PaPUC on November I to beafM tes. effective January 1,1980. On February 8,1980 the

Also m June. Niet-Ed . issued and pledged to the PaPUC temporarily granted the increase effectise
banks $40 milhon of Il percent first mortgage N1 arch I,1980. The increase is subject to refund
bonds as collateral security for borrow, gs underm depending upon the final results of the current
the revolving credit agreement. On January 31, .

*"
1980, Niet-Ed sold $13 million of first mortgage O vember I,1979, the PaPUC ordered
bonds to the group of banks. Of this amount,57 Niet-Ed to show cause why its franchise to conduct
milhon was used to pay off bonds that matured .in public utility operations should not be revoked. On
February 1980 and 56 milhon was deposited with Nosember S,1979, the commission combined this
the banks to repay short-term loans. (See Note 4 t proceeding with insestigations on whether the costs
the consolidated financial statements). associated with TN11-1 should continue to be

The Company, in responding to the acc. dent ati reRected in base rates and on the above energ~y'I N11-2, has incurred $50.6 milhon of costs asso-
ajjustment petition. The PaPUC is scheduled to

ciated with the clean-up ;ind recovery process. Of issue an order on such matters on or about Niay 23.
this amount $47.3 million have been deferred and 1980'
$3.3 million charged to operations. In addition to
the deferred clean-up and recovery costs, the TN11-2 Customer Impact
nuclear fuel core was retired and its unamortized At the end of 1979 the typical Niet-Ed customer
book cost of S18.5 million transferred to deferred (a residence not using either electric heat or electric
debits which aggregate 565.8 million and have been water heating) paid an average of slightly under 5.8
offset by the insurance proceeds of $35.1 million cents per kilowatt-hour, which was less than that
receised through December 31,1979. paid by the majority of utility customers in

N1any measures were initiatied during the year to Pennsvivania. With the additional energy cost
'

control cash flow as an aftermath of the TN11 adjustment effectise N1 arch I, the average cost to
accident. Among them were:(1) a reduction in total this typical Niet-Ed customer will be about 6.5 cents
number of employees, done principally through per kilowatt-hour, which is still in the mid range for
attrition and an early retirement plan offered to the state.,

employees;(2) a frece: on hiring except where
essential to fulfill commitments at TN11 required by Management Changes

regulatory demands:(3) restrictions on osertime use The company instituted some significant execu-
of employees:(4) a cutback on the use of outside tive changes in the aftermath of the accident.
sersices:(5) a delay in noneritical maintenance Robert C. Arnold was named senior vice president
tasks; and (6) a delay in the construction of new in charge of TN11-1 recosery operations as of
facilities. August 2,1979. Walter N1. Creiti resigned as

3
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president on August 29,1979. lierman Dieckamp, bors to witness the diligence of the company and
the president of the parent GPU Corporation, the NRC in assuring public safety.
became acting president. Niet-Ed is making every effort to demonstrate to

decision-makers and the public the need to put
Corporat,on Changes TN11-1 back on line for the benefit of thei

in January, GPU announced plans to form a customers, the nation's energy independence and tht
GPU Nuclear Corporation (GPUNC) that will have company's financial viability.
responsibility for the restoration and safe operation Because of the loss of TN11-1 and 2, the compaa
of both TN11 units and the safe and efficient has had to purchase approximately 50G of the
operation of Oyster Creek nuclear station in New electricity delivered to customers. Special purchase
Jersey, agreements have been made with individual electric

GPUNC will centralize and concentrate the generating utilities that have reduced purchase
responsibility for the design, construction and power costs.
operation of all nuclear plants in the GPU System.
Ownership of the TN11 Units I and 2 will rernain Clean-up and Recovery of TMI-2
the same: Niet Ed owning 50% and Pennsylvania The massive job of cleanup at TN11-2 is being
Electric Co. (Penelec) and Jersey Central Power & carried out as expeditiously as safety and the
Light Co. (JCP&L) will each own 25Q. Nir. Arnold regulatory process permits.
has been designated president of the planned GPU First, and foremost, is the assurance of public
Nuclear Corporation. and employee safety, not only in the immediate

Plans are now underway to combine the manage- cleanup actisity, but in the future operation of both
ments of Nietropolitan Edison Company and units. The areas of principal attention include the
Pennsylsania Electric, with William A. Verrochi preparation of plans to handle emergencies effec-
heading the operations. Ntr. Verrochi is currently tisely, the review and improvement of operating
president of Pennsylvania Electric. The combined procedures, the retraining and re-examination of
operation will be managed by a single set of operators, the management of radioactive waste, thi
officers, but, in a financial sense, will not be a isolation of Thil Unit I from Unit 2, and the

formal corporate merger. The objectives of achiev- overall management of the TN11 operations.
ing improsed management efficiency, economics of
scale, and uniform policies for better service to our The return of TN11 '! will be complex and
Pennsylvania customers do not necessitate a formal lengthy. Hrst prionty is to clean up the aftermath
merge'r. None of the outstanding securities of either of the accident and minimize any continuing hazarc

company will be affected. to the public. Decontamination of open areas m tht
floth ' reorganization programs will require regula- auxiliary and fuel handling build, gs is very nearm

tory approsal. c mpletion. Epicor 11, a system designed and
- installed specifically for decontaminating water, has

Changes in System Operations been in operation and has filtered over one-fourth
Electric service to the liershey Electric Company, of the radioactive water from the auxiliary building

which had been supplied on a wholesale basis by storage tanks.
Niet-Ed since 1966, was transferred to Pennsylvania A summary technical plan for decontamination c
Power & Light (PP&L) effective N1 arch I,1980. the facility and removal of fuel from the reactor ha
That change will reduce the company's peak power been submitted to the NRC. N1odifications will be
requirements by approximately 4 percent. As part made as more knowledge is gained of the conditior
of this changeover Niet-Ed agreed to sell two inside the containment building. In this regard,
substations and other transmission equipment to probes have been made for water and air sampling
PP&L for about 5737.000. nside the containment building. Radiation reading

Generation: Thll-1 Restart were not as high as anticipated.

TNil Unit I was shut down for refueling on Within a year, the removal and decontamination
February 17, 1979. Although awaiting NRC deci- of the air and water in the reactor containment
sions for restart, it still holds one of the finest building is expected to be acomplished. During the
operational records in the nuclear industry. year that follows, complete decontamination of the

We voluntarily held up the restart of TN11-1 and building and removal of the core are planned. Fror
adsised the NRC of steps we planned to take to that point through 1982 and 1983, the major
improve operational safety. Ilowever, NRC regula- emphasis will be decontamination of the reactor
tory review procedures were instituted last summer system, testing of the major system components for
that will not be completed before late 1980 at the physical integrity, and repair or replacement of
earliest. These hearings will provide an opportunity damaged equipment. We will be aiming for possibt
for the public, and particularly the plant's neigh- restart of Thil-2 in late 1983 or early 1984.

4
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Conservation and Load Management Improved Rights Protected
Principal goals in the company's continuing in spite of all the adsersities of the past year. the

consersation and load management program are company has functioned well; our employees hase
reduced growth and improsement of our daily load performed extraordinarily and with great loyalty.
lactor (a measure of how uniformly our load is and we have continued to proside unfailing sersice
distributed throughout the dag to better utilize our to our customers at comparable rates.
existing facilities. The company has succeeded in Unfortunately, the company's insestors have not
both aspects. The average daily load factor hit a fared nearly as well. Niet-Ed has suspended
record high 85Ci in 1979 as compared to 83?i in payment of common stock dividends and, while
1970 and 79Ci in 1960. Cumulatisely, the program payments continue to bond and prcierred stock
has also been responsible for a 160.000 kilowatt holders, their ratings and salue hase dropped
shif t in demand to of f-peak periods. A total of significantly.
l.296 energy management committees base been This situation is ultimately detrimental to both
established in industrial and commercial customer the customer and the investor. While our future is

i companies. sery much in the hands of state and federal
Niet-Ed has been active in collecting data in the regulators. Met-Ed and the other GPU System

study of off-peak storage heating systems to companies are determined that the rights of both
determine its benefit to customers and the system, investors and customers must be protected. equally
in addition, the company is participating in the and fairly,
installation and : witoring of various alternatise
energy sptems, including solar water heating and
wind turbined generation, as well as biomass '

consersion and methane gas production to generate
electricity. (
Customer Sersices Enhanced

Much of the past year has been spent enhancing
the methods and procedures concerning standards Herman Dieckamp
and billing practices for residential utility sersice. Acting President

We are pleased to point out that a report issued
by the PaPUC llureau of Consumer Sersiccs cites
the company for its excellent performance in the
area of customer service and the collection of
delinquent accounts.

The four Consumer Adsisory Councils estab-
lished throughout the Met Ed territory last year are
now prosing sery useful in identifying customer and
community problem areas that require Met-Ed's
attention.

!

Public Affairs and Communications

As a result of the experiences of the past year.
Met-Fd has taken positise steps to expand its
public alfairs and communications efforts. At TMI.
public affairs and communications staffs hase been
established to handle the large task of communicat-
ing nuclear-related matters to the residents of the
area, the industry, the regulators, the gosernment.
the press, the study groups and the employees.
Press conferences, public meetings, telesision inter-
siews and speaking engagements hase become more
frequent occurrences. The need to improse public '

understanding has fostered an increased and
upgraded emphasis on corporate public affairs and
communications.

$
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i The management of Nietropolitan Edison Com-.

| |{ pany is responsible for the information and repres-
fi entations contained in the financial statements and. ~ '

. -| other sections of this annual report. The financial
statements hase been prepared in conformity with

i I generally accepted accounting principles consist-
A ently applied. In preparing the financial statements,

management makes informed judgments and esti-

' ,j mates of the expected effects of events and
transactions that are currently being reported.<

.

The accompanying financial statements and notes
.

} thereto disclose the effect of the nuclear accident
1 on N1 arch 28,1979 at Unit No. 2 of the Three Niile.

I Island Nuclear Generating Station ("TN11-2"). The
accident has had a significant adserse impact on

.

the earnings and financial po<ition of the Companyi
-

i in 1979.
3

4

in the aftermath of the accident the Pennsylvania
:j Public Utility Commission reduced allowable annual
~i revenues by the capital and operating costs associated

,

j with TN11-2, resulting in a substantial decline in earnin'

.] In addition, sescral significant contingencies and uncer
i tainties, the outcome of which cannot be deter.nined at

- j the present time, resulted.
'~

,

^
J' '

> , 4

JD Reference should be made to Note I to the- s
s

,

, '
, ' '( l accompanying financial statements and to N1anage-'

-

"f ment's Comments on Earnings beginning on page 8 foi''~ ' ^ -

] further discussion on the effects and impact of the- - - " '

' '

nuclear accident at Three N1ile Island.' '
r

.
^

a|: , .

. .- - , . .

Coopers & Lybrand, ind: pendent public accoun-#~ ^ ''J'
-

9
<

|4f,' '4 tants, are engaged to examine and express an' ' ' '

,

'
~

-l opinion on our financial statements. Their opinion,

' ' " '
] which appears on the following page, sets forth the

, ,
- .

contingencies and uncertainties resulting from the accidt*

4

|
'

A Mornber Corroanyof M ~4' iYs
. Generus Put*c Uni 4tes System . !
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Report of Auditors
To the Board of Directors
METROPOLITAN EDISON COMPANY
Reading, Pennsylvania

We have examined the consolidated balance sheets of The accompanying consolidated financial statements
Metropolitan Edison Company and Subsidiary Company have been prepared in conformity with generally
as of December 31,1979 and 1978, and the related accepted accounting principles applicable to a going
consolidated statements of income, retained cernings and concern which contemplates, among other things, the
sources of funds used for construction for each of the realitation of assets and the liquidation of liabilities in
fise years in the period ended December 31,1979. Our the normal course of business. The Company is currently
examinations were made in accordance with generally not receiving a level of revenues sufficient to assure its
accepted auditing standards and, accordingly, included ability to continue as a going concern. The continuation
such tests of the accounting records and such other of the Company as a going concern is dependent upon
auditing procedures as we considered necessary in the obtaining adequate and timely rate relief and maintaining
circumstances, and increasing the availability of credit under the

As more fully discussed in Note I to Consolidated resolsing credit agreement. (See Note 4 to Consolidated
Financial Statements, the Company is unable to deter. Financial Statements.) The esentual outcome and effect
mine the consequences of the accident at Unit No. 2 of the of the foregoing on the consolidated financial statements
Three Mile Island Nuclear Generating Station (TMI-2) cannot presently be determined.
and of the response of rate-making and other regulatory As more fully discussed in Note i to Consolidated
agencies to that accident. Among the contingencies and Financial Statements, the Company may be required to
uncertaintics which hase resulted as a direct or indirect make refunds to customers for certain payments made
consequence of this accident are questions concerning: for coal. At this time, it is uncertain whether or to what

The recosery of the approximately 5349 million extent such refunds will hase to be made.a.

insestment in TMI-2. In our opinion, subject to the effect, if any, on the
b. The recoscry of $31 million of costs incurred net consolidated financial statements (the 1979 consolidated

of insurance proceeds receised, and the in- financial statements only with regard to the uncertainties
determinable amount of uninsured costs yet to be discussed in the second and third paragraphs abovel ofsuch
incurred, in connection with the anticipated restora- adjustments as might hase been required had the outcome
tion of TMI-2 to sersice. of the uncertainties discussed in the preceding paragraphs

c. The recovery of the excess, if any, of amounts which been known, the aforementioned statements (pages 9
might be paid in connection with claims for through 22) present fairly the consolidated financial
damages resulting from the accident over avail- position of Metropolitan Edison Company and Subsidiary
able insurance proceeds. Company at December 31,1979 and 1978 and the consoli-

d. The financial effects should the capital and operating dated results of their operations and the consolidated
costs associated with Three Mile Island Unit No. I sources of funds used for construction for each of the
Nuclear Generating Station be removed from base lhe years in the period ended December 31,1979, in
rates and the effects of sarious investigations and conformity with generally accepted accounting principles
inquiries upon the ultimate recosery of the applied on a consistent basis.
approximately $194 million investment in the unit
if action is taken to prevent its return to operation. COOPERS & LYBRAND
The f' ancial effects should the Pennsylvania Publice. m
Utility Commission order the resocation or modi-

( fication of the Company's franchise to operate in
i its service area.

February 15, 1980
| 1900 Three Girard Plaza
i

Philadelphia, Pennsyisania 19102

7
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MANAGEMENT'S COMMENTS ON EARNINGS
1979 vs.1978 A rate increase for the Company was authori/cd in

Earnings asailable for common stock for 1979 declined late March 1979. but was rescinded before implementa-
against those for the ) car 1978. The major factor causing tion so that the Company was neser permitted to place
such decline was the ratemaking treatment accorded to rates in effect to coser its share of the I N11-2 related
the capital and operating and maintenance costs asso- costs. Since December 30. 1978, the Company has been
ciated with Three Mile Island Unit No. 2 ("TMI-2''). charging to income lixed capital and normal operating

. and maintenance costs awociated with 1 Mi-2.In 1978, allowance for funds used during construction
was accrued on the Company's investment in T Mi-2 and 1978 vs.1977thereby of fset the interest charges, preferred stock
disidends and common stock carnings requirements Earnings available for common stock for 1978 decline (
associated with such insestment. Such accrual ceased slightly against those for the ) car 1977. The major
when 1 Mi-2 was placed in commercial operation on factors insolsed in such decline were a result of
December 30.1978. Morcoser, until TMI-2 was placed in increased cgerating, maintenance and financing costs dui
commercial sersice, the insestment and operation and to inHation, generating plant outages and a new plant in
maintenance costs awociated with that unit were sersice. Partially offsetting such decline were resenue
apitalized and depreciation was not accrued. increases from sales growth.

A summary of the principal factors af fecting the changes in earnings available for common stock are as follows:
Change

1979 oser 1978 oser

(under) 1978 (under) 1977

(millions) % (millions) G
K W il sales increased . . . . . . 167 2% 506 79. .... . .. . . .. . .. ...

--- sm- ==
,

l llesenues other than energy related:
(a) Resenues resulting from KWil ., ales growth 5 5 5 14.. .... . .. .. .. ... ..

(b) Resenues resulting from lower rates .. (7) (2).. . .... .............. . ......

Energy related resenues 30' (7).. . .. .. . .. .. . . .. ........... .....

Total Resenue Increase 28 9 5 2... .... ........ . .... .. . .. ...

I nergy costs:
(a) Resulting from higher unit fuel costs. 19 9

. .. . .. . ...

t h) Resulting from mercased (decreased) system generation . . (32) (l).. ..... ... . .

(c) Power pmchased and interchanged . . . . . 90 5... .... . . . .. . . ....

(d) De fe r red energy costs increased . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (49) (17)

28' 38 (4) (5)Iotal Energy Cost increase (Deercase) . . ..... .. .............. .

Pay roll and other operation and maintenance expenses increased as a result of an in-
crease in employees and higher wage rates in 1978 generating plant outages,
increased costs awociated with new f acilities and inflationary factors. Such increases
in 1979 were substantially olfset by cost reduction programs and a reduced number
of employees. . 4 6 12 20........ .... ........ ....... .. . ... .. .. ... ..

Depreciation expense increased as a result of additional plant in sersice(TM I-2 in 12 78) 12 48 1 7

Ta xes:
Income taxes declined primarily as a result of lower income subject to taxes and in

| addition in 1978, an increase in the How through portion of the excess of tax oser
book depreciation principally resulting from the placing in sersice of the TMI-2
nuelcar unit in December 1978 ($3.3 million) . . . . . . . . . . (12) (4) (5) (21)...................

Taxes other than income increased (decreased).1 he 1979 decrease is primarily attrib-
utable to l'URTA refunds and credits for presious tax years . (3) (10) 1 5..... ... .....

lotal .......... (15) (33) (4) (8).... . ............. . .... ... . .... .. ..

Interest and preferred disidends increased primarily from additional security issuances at
higher rates and increased lesels of short-term debt . . . . . . . . e 19 5 II. ...... .......

Allowance for funds used during construction. net, declined in 1979
primarily as a result of TM I-2 in service in 12i 78. . . . . . . . . . . . . . . . . . . . . . . . . . . (24) (86) 4 15

Other income, net increased mainly as a result of interest income f rom securities. .. . 1 I

Ea rnings as ailable for common stock . . . . . . . . . . . . . . . . . . . . . . . . . . . 5(33) (68)7e 5- c'
.. .. c

ammme :-m - ==

* Thew < haners are nwn/r as a remit of the nmirar au Jent at Ttti..'. we A..re i sa wnwhJaredpnanual statemenet
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CONSOLIDATED STATEMENTS OF INCOME (Note 1)
Metropolitan Edison Company and Subsidiary Company

(in Thousands)
For the Years Ended December 31, 1979 1978 1977 1976 1975

Operating Revenues . 5338.136 5310.581 S305.223 5264.113 5249.525. .. .... .............. ..

Operating Expenses:
Fuel.................................... 70,675 83.874 76,541 69,392 80,828...

Power purchased and interchanged, net:
A f filia tes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 164 (7,732) (I1.438) (2.721) (14,766)
Ot he rs . . . . . . . . . . . . . . . 107,659 25,228 23,702 22,431 1,742. ...................

Deferral of energy costs, net ( Note 2) . . . . . (59,278) (9.989) 7.132 (12.006) 376.......

Payroll. ... .... 34,369 33.770 29.635 27.419 25.537......... ... ...........

Other operation and maintenince (excluding
payroll) ( Note 7) . . . . 45,112 41,330 33,165 33,771 29,459.. ...... ..... ......

Depreciation (Note 2) . . . . 37,707 25,485 23,910 22.176 21,198.. ...... ... .. .

Taxes, other than income tax ts (Note 7) 22.682 25.290 24,176 20.654 20.171...... .

Totals . . . . . . . . . . . 259.090 217.256 206.823 181,116 164.545. ................

Operating income Before Income Taxes. . . . . . . . . . . 79.046 93.325 98.400 82.997 84.980

income Taxes (Notes 2 and 6) . . 10.265 27.462 31.229 23.962 25.935.. . .. ........

Operating income . . . . . . . . . . . . . 68.781 65.863 67.171 59.035 59.045........... ...

Other income and Deductions:
Allowance for other funds used during

construction (Note 3) . . . . . . 5 20.882 18.929 17,249 I4,138.... ... .. ...

Other income, net . . 1,067 78 (1,000) 291 (163)...........................

Income taxes on other income, net
(Notes 2 and 6) . . (646) (29) 226 (213) 22.......... ..... . ........

Total Other income and Deductions . . . . . . 426 20.931 18.155 17.327 13.997

Income Before Interest Charges . . . . . . . . . . . . . . . . . . . . 69.207 86.794 85.326 76.362 73.042

Interest Charges:
Interest on first mortgage bonds . . . . . . . . . . . . . . . . . 35,262 31,961 28,209 26.593 19,513
In terest on d ebentures . . . . . . . . . . . . . . . . . . . . . . . . 6,603 6,730 6,880 7,004 7,202
Other interest. . . . . . . . . . 8,917 3,818 2,397 522 2,562. .....................

Allowance for borrowed funds used during
construction-credit (net of tax)(Note 3) (3,873) (6,665) (5,115) (4.439) (3,885)... .

Income taxes attributable to the allowance for
borrowed funds (Notes 3 and 6).. (3.576) (7.657) (5.877) (4.929) (4,280).............

Total Interest Charges . . . . . . . . . . . . . . . . . . 43J33 28.187 26.494 24.751 21.112

N et in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,874 58,607 58.832 51,611 51.930
Preferred Stock Disidend . . . . . . . . . . . . . . . . . . . . . . . . . 10.289 10.289 10.289 10.289 10.289

Earnings Assilable for Common Stock . . . . . . . . . . . . . $ 15.585 5 48,318 5 48.543 S 41.322 5 41.641

The accompannnt notes are an msegral part of the conwlidatedpnancial sta.ements.
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CONSOLIDATED BALANCE SHEETS (Note 1)
Metropolitan Edison Company and Subsidiary Compmy

(in Thousands)

December 31. 1979 1978

-

ASSETS
Utility Plant (at original cost):

In sersice (Note 1)
.. .. . ... . 5 359.647 5 357.737Insestment in Three Mile Island Unit No. 2 . . . . . . . . . . .

Other . .... 934.838 899.432. .. .. .. .. . ... .... ... ... . . . ... .. .... .. .

To t a l i n se rv ice . . . . . . . . . . . . . . . . . . . . . . . . 1,294,485 1.257.169. .. ... . ...... ....... .... .

Less, accumulated depreciation (Note 2) . . . . 241.985 208.936...... . . ...... ... ...........

I,052.500 1.048.233Net ... .. . . . .. . ..... .. ..... . ....... .... .. .. . . . . .

11.583 19.670Construction werk in progress. . . . . . . ... ..... ..... .... ..... . . .. .

ileid for future use . . . . 12.579 12.561.......... ..................... ...... ...............

Totals . 1.076.662 1.080.464
.... .. .. . ..... ... . ...... .... ... ... . . . .....

58.120 64.169Nuclear fuel (Note 4). ......... .. . . .... ... .. .. . . . .. ... . . ...

7.399 11.052Less accumulated amortiration (Note 2).. .. .. ... . . . .... ....... ..

Net nuclear fuel . . . . . . . . . 50.721 $3.117......... ...... ... ....... ...... ... ..

Net utility plant . . . . . . 1.127.383 1.133.581..... . ........... ...................... .........

investments:
Other physical property,' net. . . . . . . . . 164 171........ .. .. ....... .. .. . .............

495 495Other, at cost . . . . . . . . . . . . . . .. . ........... . . .... ............. .....

659 666Totals . . . . . . . . . . .......... . .... ... . ... . . ..... .... ..

Current Assets:
Cash (Note 4) . . 2,137 6.403............. ................ ....... .......... . .........

S pec ia l d e p osit s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,747 2.740...... ........ ..

Accounts receivable:
Affiliates 29..... ..... ..... .................. .......... . ........ ... ...
Customers, net . . . . . . . . . 20,493 16.958.................................... ............ ....

Other (Note 6) . 7,412 18.718...................... ..................... .................

Insentories, at average cost or less:
Materials and supplies for construction and operation . . . . . . . . . . . . . . . . . . . . . . . . . . 15,039 10,900

Fuel . .... ... ........... . ...... ..................................... .. 19.609 15.267

Pre pa y me n ts . . . . . . . . . . . . . . . . . . . . 942 570...... ........ ................. ............

Totals . 68.408 71.556............... .......... . .. ... .... ...................... .

Deferred Debits.
Deferred energy costs (Notes I and 2) . . . . . . . . . . . . . 82,499 23.221.. ...... ......................

Deferred costs-nuclear accident, net of insurance recoveries (Note D . . . . . . . . . . . . . . . . 30.670
5,001 3.157Deferred income taxes (Notes 2 and 6) . . . . . . . . . . . . ....................... .......

Other 12.529 7.622' .... .......... ..... ..... ............... . ...... ............... ...

To t a l s . . . . . . . . . . . . . . . . . . . . . . . . 130.699 34.000....... ..... ...... .... ............. ..

f

1

1

51.327.149 51.239.803To t a l A sse t s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ...........................

1

The acccmpanung notes are an unrecral part of tise consolisisu. Ifinancial statements. 1

|

|
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(In Thousands)
1979 1978

I IAfill.lTIES AND CAPITM
1.ong-Term Debt, Capital Stock and Consolidated Surplos:

First mortgage bonds (page 13) . . . . . . . . . S 450,462 5 462,957. . ............... . ............... ...

Debentures (page 13) . . . . . . . . . . . . . . . 80.720 82,700........... .. ......... ... ....... ... ...

Unamortired net discount on long-term debt . . . (1.586) (I.636). ..... ... . ... . . .. .. . .

Totals . . . . 529.596 544.021..... ... .............. .. .. .............................

Cumulatise preferred stock-no mandatory redemption (pag 13)... 139,391 139.391. ... ....... .

Premium on cumulative preferred stock . ... . . 483 483....... . ........................

Totals . . 139.874 139.874. ...... ............................ ... ...................

Common stock and consolidated surplus (Note 1):
Common stock (page 13) . .. .. ..... ........ ..... ...... ............. . 66.273 66.273
Consolidated capital surplus . . . . 280,523 280.523.... ..... .. . .......... . .... ... .

Consolidated retained earnings (Note 5) 31.604 23.019. . ...... ......... . .

Totals . 378.400 369.815... ....... ....... ... ..... ..... ... . . . . . ........

Totals . . . .... ....... .. .. ................ ..... ................ I.047.870 1.053.710

Current Liabilities:
Debt due within one year (page 13) 14,475 2,102... . .. . . .... ....... ... . ....

Notes payable to banks (Note 4). 68,000 35.500.... ..... ....... . ........... ......

Accounts payable:
Affiliates I,377 913. ...... ............. .. . . . ...... . ...... ..... . .......
Others . . . 34,M2 17.272. . . .. ... .... . ... . ... . . . .. .. . ... ...... ...

Customer deposits . 587 571. .. .... . . ....... . ... .. ... .......... .. .....

l a ses accrued (Note 6) . . . . . . 7,970 6.193.... ..... . .. . .... .. .. ... .. .. ... .......
Interest accrued . 11,857 11.027. . .. ... ........ ... ..... . ........ ...........

Other 7.614 7.756. . . .......... . ... . ..... ... ......... .... ......... ... .

Totals . 146.432 81.334. .. .......... ...... .. . .......... . .. ............. .

Deferred Credits and Other Liabilities:
Deferred income tases (Notes 2 and 6) . 110.631 66,643............. .... ... .... ........... .
Unamortized insc9 ment credit,(Notes 2 and 6) ... 18.200 3A432..... ...........................
Other 4.016 4.684. . . ... ... . . ........ ..... ... .... .. .. ....... ..........

Totals . . . . . 132.847 104.759. . . ... . . .. ..... ....... ...... ...............

Commitments and Contingencies (Note 1)

Total I. labilities and Capital .. $1.327.149 S1.239.803......... .. ..... . ........... . ...... ........

,
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CONSOLIDATED STATEMENTS OF SOURCES
OF FUNDS USED FOR CONSTRUCTION (Note 1)
Metropolitan Edison Company and Subsidiary Company

(In Thousands)
For tne Years Ended December 31, 1979 1978 1977 1976 1975

Sources of Funds:
I:unds generated from operations:

N et income . . . . . . . . . . $ 25,874 5 58.607 5 58,832 5 51.611 5 51.930. .... ......................

Add items not requiring current cash outlay or (receipt):
Depreciation (Note 2) . 37,707 25.485 23,910 22.176 21.198. ...... ..... .. .........

Amortization of nuclear fuct (Note 2) . 3J40 4,902 4.509 4.603 7,412... . .. .

Insestment credits, net (Notes 2 and 6) (15,226) 13.330 7,158 1,450 5.618... . ......

Deferred income taxes. net (Notes 2 and 6) 42,078 20.466 4.663 14.646 8.586. ..

Allowance for other funds used during
construction (Note 3). . . . . . (5) (20.882) (18.929) (17.249) (14.138)... . . ....

Totals . 93,768 101.908 80.143 77.237 80.606. . ... .. . .... . .. .....

Less. cash dividends - common stock . . . . . . . . . . . . . . . 7,000 48.000 49.000 39.500 37.800
- preferred stock . . . . . . . . . . ,. m 189 10.289 10.289 10.289 10.289.......

Totals . . . . 76,479 43.619 20.854 27.448 32.517. .... . . . . . .. . ...

Other sources (uses):
Deferred energy costs, net (Note 2) (59,278) (9.989) 7.132 (i?.006) 376.... . .. ....

Deferred costs-nuclear accident, net of insurance recoscries
(12,185)(Note 1) . . ... .... .. ... . . . .. ...

4.266 (1,749) 146 (209) 5,164Changes in -cash (Note 4) . . . .. ... . ... ........

-accounts receis able . . . . . . . . . 7,741 (16,303) 8.592 (7.037) 504. ....

-accounts payable . . . 17,744 3.896 (878) 1.565 (498).. . . .. .. ..

-insentories - materials, supplies and fuel. (8,481) I,199 (4,659) (129) 2,036..

-interest accrued . 830 1.686 876 1.671 1.626... . .. .. . . ..

-taxes accrued . . . . . 1,777 (8,566) 3.938 571 3,818.. . . . .. .

Other, net (5,737) (4.248) (959) 3.416 (11.594). .... .... .. . .. . . . . ... .

Totals . . (53.323) (34.074) 14.188 (12.158) 1.432.. ... . . ..... .... .. ... .

I unds from financings:
Sale of long-term debt. 58.700 35.000 50.000 95.000... .. .... . ...... ......

!!ank borrowings net (Note 4) . . 32,500 4.250 19.250 10.000 (53.700)........ ....

lletirement or redemption of long-term debt .. (2.102) (5.720) (6.718) (2.215) (13.235)... .

Totals . . . 30.398 57.230 47.532 57.785 28.065. ... .. ... . ... ... .

Totals . , . . . . . . S 53.554 5 66.775 5 82.574 5 73.075 5 62.014... .. .. ...... .. .. ...

Construction Espenditures:
Utility plant. . . S 34,128 5 77.455 5 81.454 5 73.517 5 68.220. . . .. ... .. . .. . ..... . ..

N u clea r fuel . . . . . . . . . . . . . . . . . . 19.431 10.202 20.049 16.80,7 7.932. ..... . . ..

Totals . 53.559 87,657 101,'03 90,324 76.152.... . .... .. ...... .. ... .. ..
,

1

| Allowance for other funds used during construction (Note 3) . (5) (20.882) (18.929) (17.249) (14.138)
fotals. S 53.554 5 66.775 5 82.574 $ 73.075 5 62.014. . ... . .. ......... . . ... .

The accompanung noues are an sniegralpart ofthe consoliJaredfinancralstatements,

i2



*
,

LONS-TERM DEDT AND CAPITAL STCCK
Metropolitan Edison Company and Subsidiary Company

December 31.1979 (In Thousands)

I.ong-Term Debt:
First mortgage bonds-Series as noted (a):
I G due 1980-1984. . . 5 1,207. . . . . .. . ... .... ...... . ... ... .... ....

2%9 due 1980 12,250. . .... ... . . .. ......... ....... .. . . .... . .. .. .. .

11 9 due 1981 *
... .. .. . ..... . .. .... . ..... .. .. ..

3%9 due 1982 7.800.. .... ...... . .. ........ ..... .. . .. ... ... . .

9%Q due 1983 50.000. .. ..... . .. . ............. . . ... .. ... . ....

3%Q due 1984 15.000. ... ... .. . ............. . . ... .. .. . ...

9%Q due 1985 45.000............ .. .. . .. .. ... ..... . .. . . .. .. . .. ..

4%Q due 1987 19.000....... .. . . ... ...... . .. . ..... .......... .... .. .....

5 G due !990 . .... . ... ... .. ....... . ... . . .. .. . ... .. . 15,000
4%9 due 1992 15.000. .. .. . . ... . .... .. .. .... .. . . .. . .. .. ..

4%Q due 1995 12.000... . .. .... .. ... .. . . .. . ..... ..... .. .. .......

5%9 due 1996 15.000. . ........... . .... . . . .... .. .. ........ .. .. .. ... .

7 9 due 1998 26.000. .......... ... .. .... .... .. ... ...... .... ....... .. ..

8%9 due 1999 25.000.... .. . . .. . ........... . .. ..... . ... . . ... .....

7%Q due 2001 15.000... . .. . ... . .. . . .. . .... .. . . ... .

7%9 due 2002 26.000....... ...... . . ... ...... .. . .. .. . .... . . ... .

8%Q due 2003 20.000. . .. .. .. .. ..... . ............ . ....... . ............. .

9 9 due 2006 50.000...... .. .. ... .. . .. . .. . .. . . .. . .. .. ......

8%9 due 2007 35.000. .. . .. . .. . . ...... ... ... . ..... ... . .. . ....

6 9 due 2008 8.700... . ....... ..... . . ..... . .. .... ..... . . .

9 9 due 2008 . ....... .. . ..... . ...... ..... . . . .. .. . . ... . 50,000

Sub-total 462.957.. ..... .. .. . . ... . .. . .. . .

I G due 1980-1984 (current portion). . ......... . . . .. . . . . (245)
2%9 due 1980 (12.250). . ..... . . . ..... .. . ... . . . .. . . .. ..

T otal . 450.462. . .. .. . . .. . .... . . .... ..... .... .

Debentures - Series as noted (b):
4 % Q d ue 1990 . . . . . . . . 4,320.. .. . ........... .... . ....... .. ... ..... ....... .

6%q due 1992 15.200. ..... .. . .... ... ... .... .. ... . ... . . .. . ..

8 5 9 d u e 199 7 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45.580.. ........ ..... ..... ...........

8%Q due 1998 17.600... . .. . . .. ....... ..... ......... ... ...... . ........ .

82.700Sub-total . .. ..... ... .. ..... .. .. . .... . .

Sinking fund requirements due within one year . . (1.980)..... .. . .. . .. . . . ... .

Total . . 80.720. ..... .. . .. . .... .. ..... ..... .. .. ..... .

U namortiied net oiscount on long-term debt . . . . . . . . . . . . . . . (1.586).. .. ..... ... . . ..... ..

Total.. 5529.596.. .. . ............... .. . .. .. .... .. ... . ... . ..

Capital Stock:
Cumulatise preferred stock, no par value (stated salue $100 per share). 10.000.000 shares

authorize <! (1.393.912 shares issued and outstanding):
3.909 Series. I17.729 shares outstanding, callable at $105.625 a s h a re . . . . . . . . . . . 5 Il.773.. ....

4.359 Series. 33.249 shares outstanding, callable at $104.25 a share . . . . . . 3.325....... .. . ..

3.859 Series. 29.175 shares outstanding, callable at $104.00 a share . 2.917. . . .. ... ... . .

3.809 Series. 18.122 shares outstanding callable at Sl04.70 a share . 1,812.. ... .... . .

4.459 Series. 35.637 shares outstanding, callable at $104.25 a share . . 3.564.. .. ... .. ...

8.129 Series. 160.000 shares outstanding, callable .it $107.59 a share 16.000... . .. ...

7.689 Series G 350.000 shares outstanding. callable at $107.48 a share . . . . . 35.000... .. .

8.32G Series 11, 250.000 shares outstanding, callable at 5108.24 a share . . 25,000. .. .. . ... ..

8.129 Series 1. 250.000 shares outstanding, callable at $107.59 a share . . . . . . . 25.000.. . .

8.329 Series 3. 150.000 shares outstanding. callable at $107.70 a share . . . . . 15.000.. ... .. .

Total . 5139.391. .. .. ............. .... . .... . .... ... . ... .

Common stock, no par salue, 900.000 shares authorized. 859.500 shares issued and outstanding (Note 4). S 66.273

la) A'ubstantialh au she utd ty plant of the Company n subject to the hen of the mortgage

thb ihr the scars 1981 through 1934 lbased un Jebentures outstandmg at December 31.1979) cash smkmq fund
requurements n oth resren t to these debentures udt be $1,Mo.cora per annum.

hsued and plcJeed to banks $40 mdhon. Il% Ser es Jae (krober 1.1981, as coHateral securityfor borrommgs under a revolung credet agreemem.*

see Aote 4 to ConsohJared FmancualStatements.
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CONSOLIDATED STATEMENTS OF RETAINED EARNINGS (Note 1)
Sletropolitan Edison Company and Subsidiary Company

(In Thousands)

For the Years Orded December 31. 1979 1978 1977 1976 1975

Hatance, beginning af year . 523.019 522.701 523.158 521.336 517.495. .. ...

Add, net income . 25.874 58.607 58.832 51.611 51.930. . ...... . .. . .

Totals 48.893 81.308 81.990 72.947 69.425. .. ..... .. . ...... .....

Deduct:
Dividends on capital stock (in cash)

Cumulatise preferred stock (at the annual
rates indicated below):

3.90G Series ($3.90 a share) . . . . . 459 459 459 459 459.. ..

4.359 Series (54.35 a share) . 145 145 145 145 145......... ...

3.859 Series (53.85 a share) . 112 112 112 112 112...........

3.809 Series (53.80 a share) . . . 69 69 69 69 69.. .....

4.45Q Series (54.45 a share) . . 159 159 159 '59 159... . .....

8.12Q Series (58.12 a share) . 1,299 1.299 1.299 1.299 1.299.... ...... .

7.68Q Series G(57.68 a share) . 2,688 2.688 2,688 2.688 2.688.. . . ..

8.329 Series 11(58.32 a share) . 2,080 2.080 2.080 2.080 2080. .. . .

8.129 Series I (58.12 a share) . 2,030 2.030 2.030 2.030 2.t,30
. ....

8.329 Series J (58.32 a share) . 1,248 1,248 1.248 1.248 1.24h. .

Common stock (not declared on a per share basis) 7.000 48.000 49.000 39.500 37.800

Totals . . . . 17.289 58.289 59.289 49.789 48.089. .. ... ... ....

Halance, end ol year (Note 5) . 531.604 523.019 522.701 523.158 521.336.. . . . .... ..

|
|

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Commitments and Contingencies: initial report indicates that, while the decontamination of
Three Stile h/and Nuclear Accident: On N1 arch 28 the buildings and remosal and disposal of large

! 1979, an accident occurred at Unit No. 2 of the Three quantities of radioactise material is a major undertak-
N1ile Island nuclear generating station ("TN11-2") result- ing, the technology and techniques are well-known and

( ing in significant damage to T N11-2. and a refer.se of hase been previously demonstrated. This initial report
I some low lesel radiation which published reports of emphasizes the inherent uncertainties in cost and

gosernmental agencies indicate did not constitute a schedule estimates until(a) entry into the containment'

significant public health or safety haiard. TN11-2 is sessel has been gained and the difficulties of decontami-
jointly owned by the Company. 509; Jersey Central nation hase been evaluated. (b) the reactor vessel has
Power & l.ight ("lCP&L"). 259; and Pennsylsania been opened and the difficulties of core removal hase
Electric Company ("Penelec"). 259, who are collectively been esaluated, and (c) the physical integrity of major

!
owned by General Public Utilities Corporation ("GPU"). components has been assessed.
At December 31.1979, total net insestment by the Subject to these qualifications, the initial report
Company and its affiliates in TN11-2 was approximately estimates that decontamination and restoration of TN11-2
5682 milhon (5705 million insestment less $23 million to sersice, exclusive of replacement of the reactor core,
accumulated depreciation), excluding the unamortiied would cost approximately 5240 million and take about
insestment of approximately $37 million in the nuclear four years. The report also recommends that, because of
fuel core of which the Company's share is approximately the unknowns and variables. an allowance of 580 million
$349 million (5360 million investment less $1I million for contingencies be included in the estimate of cost,
accumulated depreciation), excluding the unamortized bringing the total to $320 million. The estimate does not
insestment of approxine..ely $19 million in the nuclear include provision for the replacement of the reactor core
fuel core. (estimated by the Company and its affiliates to cost $60

The Company and its affiliates hase engaged a million to $85 million) nor for the company's and its
consulting engineering firm to prepare a cost estimate affiliates' replacement power, financing and other costs
and schedule for restoring TN11-2 to sersice. The firm's during the period of rehabilitation of TN11-2. The

14
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Company and its affiliates increased, by 525 million, the permanent improsements) upon a determination that such
engineering firm's estimate of costs to provide for other costs are not recoserable through additionalinsurance pro-
items possibly omitted from that estimate. The ceeds, rates or by financial assistance from the Federal
estimates do not take into account potential legal, gosernment or from other public or prisate sources and. or
political or regulatory delays, which would further utility industry. In its rate order issued on June 19,1979
increase the cost of restoring TMI-2 to sersice. The referred to below, the Penns>lsania Public Utility
delays experienced to date in obtaining regulatory Commission ("PaPUC") recognized that no claim for
authoritations to proceed with the decontamination may such costs had been made in the proceedings in which
hase exhausted the allowance for contingencies in the such order was entered. Nesertheless, the PaPUC stated
engineer's estimate. in that order:"the Commission is of the siew that none

The Company and its affiliates carried the maximum of the costs of responding to the incident, including
insunnce coserage asailable (5300 million) for damage to repair, disposal of wastes and decontamination are
t unit and core and for decontamination expenses. The recoserable from rate-payers. These costs are and should
insurance does not coser replacement power costs or return be insurable."
on insestment while the unit is not prosiding electricity for TMI-1, which adjoins TMI-2, was out of sersice for a
customers, but it otherwise cosers most types of costs. It is scheduled refueling and was not insched in the accident.
the Company's and its affiliates' belief that, if the estimates At December 31,1979 total net insestment by the
of the consulting engineering firm are borne out, the recob Company in TMI-I was approximately $194 million,
eries from the insurance companies will approximate the including the nuclear fuel core of $15 million.
amount of the insurance carried. By orders dated July 2,1979 and August 9,1979, the

The Company does not know the extent, if any, to Nuclear Regulatory Commission ("NRC") directed that
which the expenditures for repair and restoration of the TMI-I remain in a shut down condition until resumption
unit to operation will represent plant improsements or other of operation is authorized by the NRC, after public
items that are properly capitalizable and recoserable in hearings and the satisfaction of sarious requirements set
the future through rates charged to customers by forth in such orders. The NRC has not yet established a
amortiration or depreciation charges. Moreoser, the firm time schedule for the completion of the hearings
Company and it's alfiliates expect to seek financial assis- and its decision.
tance from the Federal gosernment and. or the utility in its rate order issued in June 1979, the PaPUC deter-
industry in areas where the technicalinformation should be mined that the capital and operating cests associated with
of wide salue and significance. Under these circumstances, TMI-I should continue to be reflected in base rates.
the amount of loss, if any, sulfered by the Company and its floweser, on September 21,1979, the PaPUC issued an
affiliates resulting from the TMI accident is not presently order ins:ituting an insestigation to determine whether
determinable and no provision therefor has been made in the costs of the Company associated with TMI-I should
their accounts. be remosed from its base rates. Operating and capital

I he property damage insurance, and the $300 million costs for TMI-l in base resenues represent approximately
hmit of coserage, was applicable to both Thwe Mile Island $27 million ,f the Company's annual base resenues.
Unit No. I t"I Mi-l") and TMI-2. This property In order t. make provisions for the substantial
insurance has been reduced by claims paid. The upenditures required for clean up and repair, replace-
insurance carriers hase reinstated the original coserage ment energy and other added costs resulting from this
limits for TMI-I but hase refused to do so at this time accident, the Company and its affiliates entered into a
for 1 Mi 2. Additional property damage insurance for resolsing credit agreement with a group of banks in June
TMI-I of up to $300 million was obtained by the 1979 (see Note 4).
Company and its affiliates through membership in On January 23,1980. the NRC ordered the Company
Nuclear Mutual Limited ("NML"). As members of to pay a fine of $155.000 for safety, maintenance,
NMI., the Company and its alfiliates are subject to procedural and training siolations at TMI. Such fine was
annual assessments of up to 14 times their annual paid on February 13,1980. The NRC has also stated that,
premium, or $13 mi!! ion, in the esent of an incident at a depending upon the findings of continuing insestigations
nuclear plant of any member company. With regard to into the TMI-2 accident,it may take additionalenforcement
property insurance for TMI-2, $50 million of coserage action such as assessing additional cisil penalties or ordering
has been obtained for possible damages which might the suspension, modification or resocation of the
result from a non-nuclear accident during the unit's Company's license to operate TMI-2. The Company does
restoration period. not know what the ultimate outcome of this matter will be.

The Company, in responding to the accident at TMI-2, On October 30,1979 the Presidential (Kemen))
has incurred $50.6 million of eosts associated with the clean- Commission on the Accident at Three Mile Island issued
up and recosciy process. Of this amount $47.3 million hase its report. The Report states, in part, that its "insestiga-
been deferred and 53.3 million charged to operations. In tion has resealed problems with the ' system' that
addition to the deferred clean-up and recoscry costs, the manufactures, operates and regulates nuclear power
TMI-2 nuclear fuel core was retired and its unamortiied plants"and the shortcomings which turned the incident
book cost of 518.5 million transferred to deferred debits into a serious accident "are attributable to the utility, to
which aggregate $65.8 million and hase been offset by the suppliers of equipment and to the federal commission
insurance proceeds of $35.1 million received through that regulates nuclear power." On January 23,1980,the
December 31,1979. All net deferred costs will be charged to NRC's Special Inquiry Group (Rogosin) reported the
operations or plant in sersice (for those which constitute results of its insestigation of the accident at T.\ti-2. Its
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conclusions with respect to the assignment of responsibit. clause charges, subject to investigation, by an additional 555
ity for the accident were similar to those of the Kemeny million annually, effective N1 arch I,1980. This order is
Commission. The Company and its affiliates do not know effective pending final resolution of the issues in the
what effect,if any, these reports will have upon them. proceedings referred to in the next paragraph and does

Other insestigations and inquiries into the nature, n t determine that any specific costs are recoverable.

causes and consequences of the TMI-2 accident com- On November 1,1979, the PaPUC ordered the
menced by various federal and state bodies are continu- Company to show cause why its governmental authoriza-
ing. The Company and its affiliates are unable to estimate tion to conduct public utility operations should not be
the full scope and nature of these continuing insestigations revoked. The Company has responded to such order
or the potential consequences thereof to the insestors in contending that there is no basis for such revocation and
their securities. The Company and its affiliates are also that such revocation would be contrary to the public
unable to determine the impact, if any, the results of such interest. On November 8,1979, the PaPUC combined
insestigations may hase on the proceedings to return TN11-1 into one proceeding (i) its investigation to determine
to operation and the efforts to rehabilitate TN11-2. whether the Company's costs associated with TMI-I

On N1 arch 22,1979, the Company was granted should continue to be reflected in base rates,(ii) the

a retail rate increase by the PaPUC which. among Company's request for additional energy clause adjust-
,

other things, reflected in base rates its insestment ment resenues and (iii) its show cause order why the

in TN11-2 and the operating and maintenance costs C mpany's authorization to conduct pubhc utdity opera-
associated with the unit. On April 19,1979, the PaPUC, tions should be revoked. By orders dated February 8,
as a result of the accident, established temperary rates 1980, the PaPUC stated that it expected to complete

for the Company, reducing annual base resenues by the these combined proceedings on Ntay 23,1980.
operating and capital costs associated with its interest in As indicated by the preceding paragraphs, the depreci-
TN11-2. This action ef fectiyely reqked, pr,or to becoming ation and return requirements associated with the Com-i

effectise. the 546.6 milhon merease m base rates granted the pany's investment in TN11-2 (amounting to approxi-
Company on Starch 22.1979, returning the rates to lesels in mately 547 million per year) are not being recoserni
effect prior to that rate order. from crstomers. Such depreciation ar d return require.

On June 19, 1979, the PaPUC issued a rate order which *nents are currently being renected in the financial
directed that the Company's temporary rates prescribed statements of the Company and its affiliates in that (a) de-
by its Ap/d 19, 1979 order be made permanent. In preciation charges in respect of the unit are being provided
addition, the order established a levelized energy and charged to expense (b) the interest and preferred
adjustment clause for the Company for the period July 1, stock dividend components of that investment arc- being
1979-Decem'er 31,1980 at a level which the PaPUC accrued, and (c) the carnings available for common otock re-
beliesed would be sufficient to recovce the increases in Occt the loss of the return on the common equity coraponent
the company's energy costs during that period. This of that investment.
leselized energy adjustment clause did not make provi-

The Price-Anderson Amendments to the Nuclearsion for the increased energy costs experienced by the
, Energy Act limit liability to third parties to $560 millionCompany during the Ntarch 2F-June 30,1979 period, but

the discussion at the public meeting at which such order for each nuclear incident. Coverage of the first $140 million
(raised to 5160 million following the accident) of suchwas entered indicated that such costs will ultimately be

recoserable. The order also made provision for the liability is provided by private insurance. The next $335
.

milli n (reduced t $315 m.llion followin,g the accident) .i isamortiration through base rates by the Company of 55.8
million annually of previously den rred energy costs of pr vided by assessments of up to the limit of 55 milhon

milh.""CI.e r react r per incident, but not more than $10P'!$14 million. on in any calendar year. The remainder is provided
The increase in the Company's leselized energy adjust- by a government indemnity. Based on its ownershipinterest

ment charges granted by the PaPUC in June 1979 in two nuclear reactors, the Company's maximum potential
assumed that TN11-1 would resume the generation of assessment under these provisions would be 55 millicn per
electricity on January 1,1980. In light of the NRC's incident but not more than $10 million in any calendar year
action requirir ir that TN111 remain in a shut-down for claims cosered by this insurance.

| condition until resumption of operation is authorized by
it, while allowing similar type units to operate, and as a The Company's and its affiliates' private insurance
result of increased fuel costs, the Company on November I, under Price-Anderson provides that coverage is reduced

i 1979 filed with the PaPUC for an annualincrease of $55 by claims paid but is subject to reinstatement to original
; million in its energy clause charges, effective January 1, coserage limits upon approval by the insurance carriers.

1980. The Company,in its filing with the PaPUC, indicated The Company and its affiliates have applied for such
that failure by the Commission to act in a positive and timely reinstatement but are unable at this time to ascertain
manner on its request could result in the inability of the whether or when such reinstatement will be approved.

! Company to obtain additional short term financing and The NRC has informed the Company that the failure by
' thus impair its ability to meet its obligations in the it to obtain such reinstatement could result in the
| future. suspensinn or revocation of its license to operate TN11-2.
i

j As a result of the accident, the Company, and/or its
On February 8,1980, the PaPUC issued an order affiliates, have been named as defendants in various law

i

suits. The suits include (i) individual suits and purportedpermittmg the Company to increase its leveliied energyi .

l
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and actual class actions for personal and property Compliance Audits: During 1977. the staff of the .
[ damages (including claims for punitise damages) result- Federal Energy Regulatory Commission ("FERC") con-

ing from the accident and (ii) suits to enjoin the future ducted a compliance audit of the Company's accountingr

i operations of TMI-2. records cosering the period ending December 31,1976.
. The remaining unresobed issue concerns the base to

! The suits described in (i) abose m.voke questions as t which the allowance for funds used during construction
whether certain of such claims, material in amount and g AFC') accruals were applied, if such issue was to be
arising out of both the accident itself and the cleanup unfavorably resolved, the resulting reduction in consoli-
and decontamination efforts are (a) subject to the dated earnings would approximate $2.2 million. The

'

4

limitation of liability set by the Pnce-Anderson Amend- Company belieses that the FERC's position is not
7 ments; and (b) outside the insurance cov ? rage providsd justified and it is contesting it.

pursuant to the Price-Anderson Amendments. These.

questions hase not yet been resobed. Other: The Company's construction program, which
extends oser several years, contemplate expenditures of

Class suits for damages on behalf of purchasers of approximately $50 million during 1980. In connection
GPU common stock during the period August 25. 1975 with this construction program the Company has,

through April 1,1979 hase also been instituted against incurred substantial commitments.
'

GPU and certain of its directors as a result of the The Company is engaged in negotiations and, in one
accident. These suits hase raised questions, which hase instance, litigation with sarious suppliers relating to the
not >ct been resobed. as to whether certain claims are latters' claims for delav or termination charges or
beyond the insurance coserage for directors'and office"' increased fees which such supplier assert result from the
liability carried by the System companies. Company's revisions of its construction plans and

schedules and/ or from the increased scope of supply.
The Company and its affiliates are presently unable to The Company's management does not expect at this time

estimate the likelinood of an unfavorable outcome on that such negotiations and litigation will result in any
any of the matters set forth in the preceding paragraphs material increase in costs that would not be salid costs
or their financial exposure with respect thereto. properly recognizable through the rate-making process.

'.
j

j Coal Purchase Costs: In January 1977, the PaPUC 2. Summary of Signifiesnt Accounting Policies:
'j issued an amended complaint asserting that the Com- General: The consolidated financial statements include

pany made payments in 1974 for coal that were 59.8 the accounts of York Haven Power Company, a
mdlion in excess of those required by its contracts, and wholly-owned subsidiary company.
that such excess payments were without justification and It is the general policy of the Company to record

,

,
directing the Company to show cause why it should not additions to utility plant at cost, which includes material,

i be required to refund 59.8 million to its customers. The labor, overhead and AFC. The cost of current repairs
Company believes that the payments which it made were (except those related to the nuclear accident described in

j justified and that there is no basis for requiring such Note 1) and minor replacements is charged to appro-
refunds and so responded to the complaint. In November priate operating expense and clearing accounts and the;

j 1979, the administrative law judge who heard the cost of renewals and betterments is capitalized. The
esidence m the complaint against the Company for 1974 original cost of utility plant retired, or otherwise;

; recommended that the Company refund $2.7 million, disposed of, is charged to ec,umulated depreciation.
plus interest, to its customers. The Company filed
exceptions to such recommendation, asserting that the
esidence does not support any refund. Other parties filed Operating Revem.: 5: Revenues are generally recorded on

; exceptions asserting that the refunds should be increased. the basis of billings rendered.

; Oral arguments before the PaPUC were held in February Deferred Energy Cosis: The Company follows a policy of
1980 and the matter is awaiting decision.

'

recognizing energy costs in the period in which the
related energy clause resenues are billed.

In Nosember 1978, the PaPUC issued a further Deferred energy costs at December 31,1979 include
! complaint asserting that the Company incurred excess (a) amounts accumulated prior to the TMI-2 accident

costs of 54.6 million for coal during 1975, and that such - which are being amortized to income in accordance with
excess pa>ments were without justification and directing ratemaking orders ($13.1 million at a rate of $5.8 million
the Company to show cause why it should not be per year), and (b) amounts accumulated subsequent to

i required to refund 54.6 million to its customers. Such the TMI-2 accident reflecting the operation of icvelized.
; complaint was based on an audit report prepared by the energy adjustment clauses placed in effect pursuant to
i PaPUC staff. The Company believes that the payments the ratemaking order entered in June 1979 (see Note 1).

which it made were justified and that there is no basis . .

for requiring such refund, and has so responded to the Depreciation: The Company provides for depreciation at

complaint. """.ual rates determined and revised penodically, on the
basis of studies, to be sufficient to amortize the onginal
cost of depreciable property over estimated remaining

i The Company is unable at this time to predict the service lives, which are generally longer than those
outcome of these matters. . employed for tax pur. poses. The Company uses deprecia-
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tion rates which, on an aggregate composite basis. The revenues of the Company in any period are
resuPed in an approximate annual rate of 2.959,2.849, dependent to a significant extent upon the costs which
2.809,2.759, and 2.82G for the years 1979, 1978, 1977, are recognized and allowed in that period for rate-
1976 and 1975, respectisely. making purposes. In accordance therewith, the Company

has employed the following policies:
Effectise January 1,1977, to conform with rate-

making treati.icnt, the Company is charging depreciation Tax Depreciation: The Company generally utiliies
expense with the cost of remosal(less salsage) as liberaliicd depreciation methods and the shortest
incurred rather than including it in the prosision for depreciation lises permitted by the Internal Revenue
depreciation. Code in computing depreciation deductions and

proside for deferred income taxes where permitted in
the ratemaking process.

Nuclear Plant Decommissioning Costs:In accordance
with ratemaking determinations the Company is charging /nyestment Credits: The 39 investment credits are
to expense amounts intended to proside over'its senice bemg amortiied over a 10-year period while the 4%
lises for the decommissioning of its share of the and 109 msestment credits are being amortiied over
radioactise components of its nuclear units (approxi- the estimated senice lises of the related facihties.
mately $24 million per unit in then current dollars for Insestment credits applicable to the Tax Reduction
rate-making purposes). In accordance with rate-making Act Employee Stock Ownership Plan ("TRAESOP")
requirements, these charges make no prosision for are remitted to the Plan Trustee and hase ro effect on
possible inflation in dewmmissioning costs during the income. As a result of the nuclear accident referred to
permd prior to decommissioning but are expected to be in Note I, the Company has suspended the TRAESOP.
subject to modification to take cognizance of that factor.

Pension Plans: The Company has a pension plan
applicable to all employees, the accrued costs of which

Amortization o.f Nuclear fuel: The amortiration of are being funded. The cost of a supplemental pension
nuclear fuel is prosided on a unit of production basis. plan applicable only to supenisory employees was not
Rates are determined and periodically resised to amor- funded prior to 1976. The previously unfunded supple-
tire the cost oser the useful life. Prior to December I, mental pension plan costs are being funded during the
1976, amortization of nuclear fuct costs included five year period beginning January 1,1977. Prior service
estimated costs of reprocessing such fuel and estimated costs applicable to all plans are being amortired and
residual salue of uranium. Due to the uncertain future of funded oser 25-year periods.
government approsals f or reprocessing and plutonium
recycling, the Company, effectise December 1,1976,
began using amortiration rates for nuclear fuel at TMI
which makes no current provision for reprocessing costs 3. Allowance for Funds Used During Constru t.on:
and gises no credit for residual values. Should reprocess- The applicable regulatory Uniform System of Accounts
ing esentually be undertaken, the Company expects that prosides for AFC which is defined as including the net
any difference between such costs and accumulated cost during the period of construction of borrowed funds
resenes will be recognized prospectively in the rate- (allowance for borrowed funds used during construction)
making proecss. used for construction purposes and a reasonable rate on

other funds (allowance for other funds used during
constructi n) when so used. While AFC results in atwome T,nes: General Public Utilities Corporation

("GPU") and its subsidiaries file consolidated Faeral current incre se in utih,ty plant to be recognized for

income tax returns. All participants in a consolidated rate-making purp ses and represents,in this fashion,
current compensation for the use of capital devoted to

Federal income tax return are seserally, liable . construction. AFC is not an item of current cash income:for the f ll amount of any tax, includmg penaltiesu

and interest, which may be assessed agam, st the group. instead, AFC is rer.' tied in cash after the related plant is

Beginning with the year 1979, GPU and its subsidiaries placed in service by means of the allowance for

changed the method of allocation of Federal income depreciation charges based on the total cost of the plant,

taxes. T he effect of this change ,s to allocate the tax- including AFC.
i

reduction attributable to GPU expenses among its
subsidiaries in proportion to the dollars of aserage To the extent permitted in the rate-making proceedings
common equity investment of GPU in such subsidiaries of the Company, the income tax reductions associated
during the year. In addition, each subsidiary will receive with the interest component of AFC have been allocated
in current cash payments the benellt of its own net to reduce interest charges and, correspondingly, have not
operating loss carr> backs to the extent that the other reduced income taxes charged to operating expenses.
subsidiaries can utilire such net operating loss carr> backs Pursuant to such rate orders, the Company employs a
to offset the tax liability they would otherwise hase on a net of tax accrual rate for AFC.
separate rcturn basis (after taking into account any
insestment tax credits they could utilire on a separate The Company has accrued AFC using rates which, on
basis). This method of alh> cation does not allow any an aggregate composite basis, resulted in annual rates of
subsidiary to pay more than its separate return liability 7.539,7.599,9.509,9.259 and 8.029 for the years
as if it had always filed separate returns. 1979,1978,1977,1976 and 1975, respectisely.
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4. Short Term Borrowing Arrangements: outstanding was approximately $41 million, having a
in June 1979, GPU and its subsidiades entered into a weighted aserage interest rate of 8.6Pe. Bank borrowings
revoising credit agreement with a group of banks, under outstanding at December 31,1978 aggregated $35.5
which they had asailable, at December 31,1979,5292 million having a weighted aserage interest rate of 10.5G.
mi!! ion of credit, of which $171 million were utilized for
outstanding borrowings. Such available credit can be
increased to 5412 million upon approsal of banks 5. Consolidated Reta.med Earnings:
holding 85G of the notes outstanding. Subject to the Cons lidated retained earnmgs at December 31,1979,
oserall system limit, which is less than the total of the include 53,360,000 which amount is restricted as to the
indisidual limits of the Company and its affiliates, the declaration of cash disidends on common stock in
Company is limited to $125 million of which 568 million acc rdance with the most restrictive of the prov,sionsi
was utilized at December 31,1979. The agreement contained m its mortgage, debenture indenture and

,

prosides for a commitment fee of one-half of one percent articles of incorporation. These restrictions do not affect
per anrum of each bank's total commitment (whether its present policy with respect to the distribution of
used or unused). Interest rates on such borrowings range disidends on its common stock.
from 105Q to 1119 of the prime rate.

GPU has guaranteed all borrowings outstanding under
6. Income Tases:the resolsing credit agreement. In order to secure such

guarantee, GPU has pledged the common sto. k of all its Examination of Federal income tax returns through 1976

subsidiaries including the Company, has been completed, and the years 1977 and 1978 are
currently under review. The Company has provided for
any anticipated liabilities that may result from such

The Company has secuted its notes under the examination.,

revolving credit agreement by granting a security interest
in certain nuclear fuel in the process of refinement, income tax expense for the 3 ears 1975 through 1979
consersion, enrichment and fabrication. Such nuclear was less than the amount computed by applying the
fuel was recorded, on the December 31,1979 balance statutory rate to book income subject to tax as follows:
sheet, at a cost of $12.6 million. In addition, the
Company has pledged $40 million of first mortgage
bonds as security for its indebtedness under the revolving (In .Villions)
credit agreement. 1979 1978 1977 1976 1975

Operating income
Ihe resolving credit agreement contains provision for before income

the immediate pa>nient of the indebtedness insolsed taxes 5 79 5 93 5 98 5 83 5 85
upon the occurrence of an esent deemed by the majority Other income, net i I (1) _
of the lenders to hase a materially adserse effect on the Totals 80 94 97 83 85
borrower. Interest expense (SI) (43) (37) f) (29)

Book income
in addition, the Company has infermal lines of credit subject to

with sarious lenders. These arrangements generally income tax 5 29 5 51 5 60 $ 49 5 56
proside for the maintenance of compensating balances == =

ranging from a minimum of 10G of the available line of
credit to a maximum of 10Q of the line plus 10% of the ],7,*t[rh ate (a), $ 14 5 25 5 29 5 24 5 27
loans out,tanding, as determined on a daily average Excess of tax oser
basis. At December 31,1979 and 1978, the lines of credit book depreci-
asailable under these arrangements totaled approxi- ation (now
mately $1 million and 575 million respectisely, Substan- through portion)
tially all of the cash at December 31,1978 was maintained as (Note 2) (3) (6) (3) (4) (4)
compensating balances. Under the revolsing credit Amortization of ac-
agreement, the amount of debt outstanding under these cumulated in-

external lines cannot exceed 55 million. sestment credits
(Note 2) (I) (1) (1) (1) (1)

Allocated share of
T he maximum aggregate amount of bank borrowings consolidated tax

outstanding at any month-end during 1979 was $98 return benefit

million. For the year 1979, the average daily amount (N0!' 2) (2) N (3)

outstanding was approximately 555 million, having a Other adjustments (3) 2 2 1 3

v,eighted aserage interest rate of 14.4Q. Bank borrowings income tax

outstanding at December 31,1979 aggregated 568 million expense { 5 20 5 25 g 5 22
hasing a weighted aserage interest rate of 16.2Q. Effcetise income

tax rate 249 39 9 42'I 39 9 39 9
~

T he maximum aggregate amount of bank borrowings
outstanding at any month-end during 1978 was $69 fa; un m, jam, art f. t979. ,3, siaiuror, rare w as .hanera fwom w;
million. For the year 1978, the aserage daily amount r" %
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Income tax expense is comprised of the following: 7. Supplementary Income Statement Information:
N!aintenance and other taxes charged to operating ex-

(in Millions)
IId 3'NII""5l1979 !978 1977 1976 1975

Federat income tax 5(17pa)5 (8)(b) 5 13(c) U$ 8(d) 1979 1978 1977 1976 1975
State income tax 2 6 2 4 Nf aintenance (including
income taxes on applicable payroll

ot her income. net I charges $24 528 522 52.' 520

income taxes Other taxes:
State and local gross

e I ance for
receipts $15 514 513 512 510borrowed funds Capital si ck 6 5 5 3 4

(Note 3) (4) (8) (6' (5) (4)* Real estate and
l'rosision for personal property 4 4 4 4

taxes cur- Other 2 2 2 2 2

''"'IY P"P Totals $23 525 524 521 $20
able
(ref undable) (20)la) (14)( b) 13(c) 3 8(d)

Deferred income
taxes. net 42 21 5 15 9 For the years 1979,1978,1977,1976 and 1975 the cost

Current insestment to the Company of services rendered to it by GPU
credits (14)la) 14(b) M(c) 2 6(d) Service Corporation, an affiliated ccmpany, arnounted to

Amortiration of approximately $10,655,000,57,612,000,56,780.000,
accumulated in- $6,460,000 and $5,588,000, respectively, of which approx-
sestment credits (t) (1) (1) J) (1) imately 57,108.000, 56,251,000, 55,276,000, $5,007,000

Income tax and $4,225,000, re pectisely, were charged to income.
expense 5 7 5 20 $ 25 5 19 5 22

_

.

8. Pension Plans:
P'" " ' # Y' '' ' ' '

tai RcJeterrnination of prior seari onsestnrent a redas resuhonefroon'

1979 net overarong lon. This a nount os relles red an the 1973 unused and 1975 amounted to approximately $6.0 milhon, $5.0
,ns eit,nent , reda millica,54.2 million, $3.8 million and 53.2 million,

(b) In< h4Jes 1973 utresinsent tot a rrdas of $9 nuthon c arrred bad ta respectively. Based on the latest available actuarial
prior 3 rari. a hi< 4 n eru luded in An ounti Re< ctrable-Other en the reports as of January 1,1979, the actuarially computed
a"'"'"puni rne &< enroer 31. 1973s onwhdated balaru e sheet. sested benefits under the plans exceeded the actuarial

la ) Refle< ts 1976 unresturent tar < redas of $16 andhon. resuhunefron' salue of trust assets or reserses created in respect of such-

adoproon of TRA t:50P on 1977 and the ele < roon tu slaons ansentrnent ,93 g gyg gP .

ta w < redas under the proeren pan enent unethod.
liabih. . ties for the plans amounted to approximately $32.2

fa, y,,,,, , , ,,, ,,, y,,,,,,,,,, , ,,,,,,, , ,,, , ,y , ,, of g ,,, guy,, j,y,,, ,, g
mt n, M M d & Wal mene requirement.te) l nused IV78 and 1979 onvestenent e redas vi appra tunately $17

nuthon and $3 nuthun, respen sively (an< hoJme $1 nulhon and $1
nudhon. respen tneh, of TRA LSOP s reJas) are asadablefor s arry-
foru ard toluture sears-

9. Jointly Owned Generating Stations:
The Company participated, with affiliated and nonaffil-
iated utilities, in the following jointly owned generating

The provisions for deferred income taxes. net result from stations at December 31,1979:
the following timing differences:

Balance (in Thousands)
(In M liians) In Accumulated

1979 1978 1977 1976 1975 Station ci Ownership Service Depreciation

Liberaliied depreciation Conemaugh 16.45 5 43,911 5 8,737

(Note 2): Thll(See Note 1) 50 563,615 42,599

Federal 5 15 5 Il 5 7 57 57
State 2 2 2 2

Deferral of energy costs
(Note 2):
I:ederal 28 4 f3) 5 Each participant in a jointly owned generating unit
State (1) 1 (1) I finances its own portion and charges the appropriate

Other 3 operatinh expenses with its share of direct expenses. The
dollar amounts shown abose represent only those

Totals 5 42 5 21 5 5 5 15 59
portions of the units owned by the Company.- - - -

i
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10. Quarterly Financial Data (Unaudited): oser many years as future facilities, different in kind
(In Thousand,; frorn present facilities, are constructed and placed in

sers ice.
First Quarter Second Quarre' The current year s provision for oepreciation on the
1979 1978 1979 1978 constant dollar and current cc t amounts of property.

Operating Resenues 588,866 581.761 575,813 573,527 plaat, and equipment was determined by applying the
Operating income 518,857 518,166 517,906 514.062 depreciation rates of the Company to their respectise
Net income 5 9,973 517,077 5 6.917 512.639 indexed average 1979 depreciable plant amounts.
Earnings Asailable Fuel insentories, nuclear fuel, the cost of fuel used in

for Common Stock 5 7,401 514.505 5 4J45 5 10.067 generation, and purchased power and interchange have
n t been restated from their historical cost in nominalT/urd Quarter fourth Quarter dollars. Regulation limits the recosery of fut and

1979 1978 1979 1978 purchased power and interchange thrcugh the operation
Operatmg Resenues 585,846 576.237 587.611 579.056 of energy adjustment clauses or adjustments in base rate
Operating income 517,957 515,833 514,061 517,752 schedules to actual costs. For this reason fuel inventories
Net income 5 6J40 $14.582 5 2,644 514.309 and nuclear fuel, are effectisely moretary assets.
Earnings Available As prescribed in Statement 33, income taxes were notfor Common Stock 5 3,767 512.009 5 72 511,737

adjusted.
Under the rate making prescribed by the regulatory

commissions to which the Company is subject, only the
Net income for the fourth quarter of 1978 reDects a historical cost of plant is recoserable in resenues as

53.3 million decrease in income tax expense due to the depreciation. Therefore, the excess of the cost of plant
flow-through of a portion of the excess of tax over stated in terms of constant dollars or current cost oser
book deprecirtion, resulting from Three Niile Island Unit the historical cost of plant is not presently recoserable in
No. 2 bemg placed in sersice in December 1978. rates as depreciation. and is reDected as a reduction toEarnings asailable for common stock for the second, net recoverable cost. While the rate-making process gives
third and fourth quarters of 1979 hase been affected by no recognition to the current cost of replacing property,
the actions of the PaPUC m removmg TNil-2 from rate plant, and equipment, based on past practices, the
base subsequent to the accident desenbed m Note 1. Company believes it will be allowed to earn on the

increased cost of its net insestment when replacement of
facilities actually occurs.

II, Supplementary Information To Disclose The To properly r'eflect the economics of rate regulation in
Effects of Changing Prices (Unaudited): the Consolidated Statement of income Adjusted for

The following supplementary information is supplied in Changing Prices, the reduction of net property, plant,
accordance with the requirements of FASB Statement and equipment should be offset by the gain from the
No. 33, Financial Reporting and Changing Prices, for decline in purchasing power of ne't amounts owed.
the purpose of prosiding certain information about the During a period of innation, holders of monetary assets
effects of changing prices. It should be siewed as an suffer a loss of general purchasing power while h'olders
estimate of the approximate effect of in0ation, rather

, of monetary liabilities experience a gain. The gain from
than as a precise measure, smce a number of subjectise the decline in purchasing power of net amounts owed is
Judgements and estimating techniques were employed in primarily attributab!c to the substantial amount of debtdeseloping the mformation.

which has been used to finance property, plant, andConstant dollar amounts represent h,storical costsi equipment. Since the depreciation on this plant is limited
stated m terms of dollars of equal purchasing power, as to the recoserv of historical costs, the Company does not
measured by the Consumer Price Index for All Urban hase the oppo'rtunity to realize a holding gain on debt
Consumers (CPI-U). Current cost amounts renect the and is limited to recosery only of the embedded cost of
changes in specific prices of plant, and differ from . debt capital.
constant dollar amounts to the extent that specific prices
hase increased more or less rapidly than prices in
general.

T he current cost of property, plant, and equipment,
which includes land, land rights, intangible plant,
propert) held for future use, construction work in
progress, and other physical property, was determined by
indesing the sursising plant company equipment cost
indices or by the llandy-Whitman index of Public Utility
Construction Costs. These current cost amounts do not
necessarily represent the replacement cost or current

| salue of esisting plant productise tapacity. The actual
j replacement of the capacity of present facilities will occur

..
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Consolidated Statement of Income Adjusted for Changing Prices

in Thousands

Conventional Constant Dollar Current Cost
Historical A verage A verage

For the Year Ended December 31.1979 Cost 1979 Dollars 1979 Dollars

Operating Roenues (a) 5338.136 3338.136 3338.136

Energy Corts (b) I19.220 119,220 119.220
Depreciation 37.707 61.943 68.768
Other Operating Expenses 102.163 101.163 102.163
Income Taxes 10.265 10.265 10.265

Total Operating Expenses 269.355 294 191 300.416

Operating Income 68.781 43.545 37.720
Other income and Deductions 426 426 426
Interest Charges 43.333 43J33 43J33

Income from continuing operations (a)
(excluding reduction to net recoverable cost) 25.874 638(c) (5.187)

Preferred Disidend Requirements 10.289 10.289 10.289

income (loss) after preferred disidend requirements (a) $ 15.585 3 (9.651) 5(15.476)

Change in net plant assets o sring 1979 due to increases
in specific prices 3/37J03(J)

Less: Change in net plant assets during 1979 due to increase in
general price lesel(inflation) $223J10

Change in specific prices net of general price lesel
(inflation) 5(86.007)

Reduction to net recoserable co.t of plant assets J(104.733) 5(18.406)

Gain from decline in purchasing power of net amounts owed 5 71.171 $ 71.171

(a) Resenues Jo not include amountsfor the operating and return requirements associated with the Company's investment in T.til-2 and. corre-
sr~sJmgly, the amounts ofincomefrom contmuing operations how been adversely affected by this loss of revenues (see Note 1).

th) Enera costs includefuel, power purchased and interchanged and Jeferral of energy costs.
(c) im luJmg the reductwn to net recoverable cost, the (loss)from continuing operations on a constant Jollar basis u ouldhave been $(104.093.000)

for 1979.
(J) At De<rmber 31. 1979 current cost of property, plant eqwpment. and other physical property net of anumulated Jepreciation. mas

$l.832.430.000 mhJe historical cost or net cost recoverable through depreciation was $1.076.823.000.

Fise-Year Comparison of Selected Supplementary Financial Data *
Adjustedfor Effects of Changing Prices

in Average 1979 Dollars,

t

Years Ended December 31. 1979 1978 1977 1976 1975

Operating tesenues (in thousands)
| As teported $338.136 5310.581 9 05.223 5264.113 5249.525
|

| In 1979 purchasing power 338.136 345.549 365.595 336.763 336.518
|

| Ascrage consumer price indes 217.4 195A 181.5 170.5 161.2
,

l

i
|

* The Com;rny Joes not declare cash dissJe sJs on a per share b.:csts. nor as the Company's common stock traded on the market. Accordmgir. no
five star comparnons av presented with respect to cash duviJends per common share and market price per share.

|
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COMPANY STATISTICS
3ferropolitan Edison Company and Subsidiary Company

1979 1978 1977 1976 1975
_-

Gene:ating Capacities and Peak (31W):
Installed capacity (at year end) (a) . . . . . . . . . . . . . . 2,144 2,144 1.698 1.811 1.865
Annual hourly peak load . . . . . . . . . . . . . I,571(b) 1.483(b) 1.428( b) 1.410(b) I,300(c). ..

Reserse (G). 36.5 44.6 18.9 28.4 43.4................... .. ..... ..

Net System Requirements (in thousands of 31Wil):
Net generation . . . . 5,434 8.391 8,144 7.294 8.154........ ........... ...

Power purchwed and interchanged, net .. . .. 3,352 180 (79) 626 (782)

Total Net System Requirements . . . . . . . . 8,786 8.571 8.065 7.920 7.372

I.oa d Factor (ek ) . . . . . . . . . . . . . . . . . . . . . . . . . . . 63.8 66.0 64.5 63.9 64.7....

Production Data:
Cost of fuel (in mills per KWil of generation):

Coal . 15.12 14.59 12.53 12.37 13.19.. .......... ........ . .........

Oil . . 48.07 39.68 41.35 37.27 35.85.. .. . ... .. . ........ ... ..

Nuclear 3.25 1,54 1.65 2.10 2.69...... ... ... .............

Other . . . . . . . . . . 51.78 41.72 36.54 22.01........... .... .....

A ve ra ge . . . . . . . . . . . . . . . . . . . . . 13.37 10.57 9.53 9.67 10.04. ....

Generation By Fuel Type (Q):
Coal . . 76 58 62 66 62. .............. . . .. ..........

Oil 2 2 2 2 2... ........... .. .. ... . ... .

Nuclear 19 38 34 30 34. .... . . ....... ......

Other (gas & hydro) .. 3 2 2 2 2... . . .. ....

Totals. 100 100 100 100 100.. ... .. . ... . .. ...

Electric Energy Sales (in thou ands of N1Wil):
Residential . 2,489 2.504 2,340 2.268 2,144... . . . .... . .. . .

Commercial . . . 1,535 1.538 1.451 1,351 1.276.. ...............

I nd ust rial . . . . . . . . . . . . . . . . . 3,341 3.166 2.937 2,794 2.547. ... ...

Other . 719 709 683 676 637. .. . . . ......... .. .... . . ...

Totals. . . 8,084 7.917 7.411 7.089 6.604... . ......... .. ..

Electric Operating Resenues (in thousands):
R esidential . . . . . . . 5122,317 5116.351 5113.682 5101.347 $ 96.356... ...................

Commercial 66.292 65.573 64.954 55,693 53.529... . . .... .... ... ..

Industrial . , . . . . . . . . . .. ... ..... . 112,833 94,500 92.745 78,709 75.846
Other . 27.677 24.107 23.092 21.980 18.375.. .... .... . ... . . .. . ...

Totals from KWil sales .. 329.119 300.531 294.473 257.729 244,106.... . .....

Other resenues . . . . . 9.017 10.050 10.500 5.774 4.767... . . . .. . . ..

Totals. . 5338.136 5310.581 5304.973 5263.503 5248.873......... . . ... .....

Customers - Year End (in thousands):
Residential 317 311 305 299 295. . ....... ...... . ........

Commerciil . 36 36 35 35 34... . . .. ....... . ........

I nd ust rial . . . . . . . . . . . . . . . 2 2 2 2 2. ....... ......

Other . 3 3 3 3 3.... . .. ........... .. . . ...

Totals. . . . 358 352 345 339 334... ... ........ . . ...
_

Price per KWil - all customert Nents) . 4.07 3.80 3.97 3.64 3.70. .......

las hu h.Jes the senta!!rd < aran un of the Ilurre tlale idanal nu, lear evneraune naroon i ~ms % I of #0 t1 Wand l'mt Av. .' of'453 ttW. The rewrve capacirr.
c u lu.hng thew unn, tor lY 7Y. s.oulJ he ll'Ni>

th) U inoce twak.
rs ) .sununcr prak.
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Metropolitan Edison Company
A member company oj the General Public Utilities System

Company Officers Board of Directors Annual Meeting

William G. Kuhns William G. Kuhns Chairman Second Monday in hiay
Chairman of the lloard and James S. Ilartman
Chief Executive Officer Verner 11. Condon Principal Office

lierman St. Dieckamp 2800 Pottssille Pike,
lierman N1. Dieckamp'-Eff. 8/29/79 Fred D. Ilafer N!uhlenberg Township
Acting President Ernest W. Schleicher Berks County, Pennsylvania

Floyd J. Smith-Eff. 10/10/79 hiailing Address:
Robert C. Arnold-Eff. 8/2/79 Raymond E. Werts P.O. Box 542 Reading, PA 19640
Senior Vice President

The Executive Committee comprises Trustee - First Mortgage Bonds
Floyd J. Smith-Ef f. 9/ I/ 79 Nir. Kuhns as Chairman, with hiessrs.i

. organ Guaranty Trust Company
-

Senior Vice President Dieckamp and Schleicher as members
"I ' * '

an hiessrs. Bartman and Smith as
"" ""'James S. Ilartman alternate members. *

Vice President, Engineering New York, NY 10015

Verner 11. Condon Trustee - Debentures
Vice President Finance Division Offices N1arine Niidland Ilank

Central Division - 140 Broadway
John G. lierbein Richard E. Dreas, Manager New York, NY 10015
Vice President, Generation 2800 Pottssille Pike

P.O. Box 542, Reading PA 19640 Preferred Stocks
llenry L. Robidoux Transfer Agents
Vice President, Operations

Eastern Division - American Bank and Trust Co. of Pa.

Ernest W. Schleicher Robert C. Nagel, hianager 35 N. 6th Street

Vice President, Consumer Alfairs 2121 Sullivan Trail, Reading, PA 19601
P.O. Box 428, Easton, PA 18042 Chemical Bank

Robert E. Gehman 20 Pine Street

| Treasurer I.ebanon Division - New York, NY 10015
| Ernest 11. Ellichausen, Alanager Aegistrars

Robert 11. lleist 600 South Fifth Ase. Girard Bank
Secretary P.O. Box 240, Lebanon, PA 17042 Broad and Chestnut Streets

Philadelphia, PA 19101
Raymond E. Werts W Division - Nianufacturers llanoser
Comptroller John R. Clugston, hianager Trust Comp ay

Parkway Boulevard Four New York Plazallelen N1. Graydon-Eff. 10/10/79
P.O. Box 1909, York, PA 17405 New York, NY 10015

Assistant Secretary

Rita N1. Powers
Assistant Secretary

Dasid L. Iluff
Assistant Comptroller

Donald B. Wise
Assistant Comptroller

* Subject to FERC approval.
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GPU in Brief

General Public Utilities Corporation is an electric
utility holding company that provides electricity to
about 4 million people living in about half the
land area of New Jersey and Pennsylvania. It serves
over 1.5 million customers. Som; ?2 billion
kilowatt hours of electricity were distributed in
1979. Of this total,34 percent went to residential
customers,23 percent to commercial accounts,
37 percent to industry and 6 percent other customers.

The GPU System includes three operating
companies: Jersey Central Power & Light Company
and,in Pennsylvania, Afetropoliten Edison Com-
pany and Pennsylvama Electric Company.The
System has total assets of $5 billion, making it the
nation's 14th largest investor owned electric utility.

The CPU companies depend primarily on coal
and nuclear energy for the generation of electricity.
The generation mix in 1979, exclusive of purchased
power, was 25 percent nuclear,67 percent coal and
8 percent oil and gas. The nuclear component was
34 percent in 1978, the last full year before the
Tall accident.

Contents
1 1979 Financial Summary
2 Letter to Stockholders
4 1979 Financial and Operating Report

14 The GPU System (hiap)
16 Statement of Afanagement
17 Report of Auditors
18 Comments on Earnings
19 Financial Statements
23 Notes to Financial Statements
30 System Statistics
40 Directors and OiBeers
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1979 Fin:nci:1 Summ:ry

1970" 197S % Change

Net income ($000) $ 95,783 $ 133,774 (31.0)

Earnings Per Average Share $ 1.56 $ 2.30 (32.2)

Annual Cash Dividend Paid Pet Share $ 1.20 $ 1.77 (32.2)

Book Value Per Share $ f./ 74 $ 22.41 1.5

Common Shares Outstanding (000):

Average 61,218 60,217 1.7

Year.End 61,264 60,971 .5

Number of Stockholders 109,258 177,056 (4.4 )

Generating Capacity (megawatts)* 8,262 8,281 (.2)
Peak Load (megawatts) 6,173 5,898 4.7

Cost of Fuel and Purchased Power (mills per kwh) 17.08 13.81 23.0

hiegawatt Ilour Sales (000) 31,995 31.270 2.3

Operating Revenues ($000) $1,490,154 $1,326,644 12.3

Customers Served at Year.End 1,558,094 1,532,008 1."

Construction Expenditures ($000) $ 351,026 $ 407,690 (13.9)

Total Assets ($000) $4,991,994 $4,012,683 8.2

Number of Employees at Year End 11,159 11,597 (3.8)

* Includes both Tall imits rated at 1700 htW.
* * See Note 1 to Consolidated Financial Statements and Report of Auditors.

1980 Annual Meeting
The annual meeting of stockholders of General
Public Utilities Corporation will be held at 2 P..\l.,
local time, Alay 5,1980, at the William G. Slennen
S[mrts Arena,161 East flanover Avenue,
.\lorristown, N. J.

Further Information Too Many Annual Reports?
For further information about the company, a copy You may be receiving extra copies of the CPU
of the GPU System Statistic: and the Corporation's Annual Report because of multiple accounts
1979 annual report to the Securities and Exchange within your household. To stop the extra copies,
Commission will be available after h! arch 31,19S0. please write to the !!artford National Bank and
Write to Sliss llelen .\l. Graydon. Secretary, Trust Company, P.O. Box 210, IIartford, Ct. 06101.
General Public Utilities Corporation.100 Interpace Please enclose the mailing labels from the
Parkway, Parsippany, N. J. 07054. extra copies.

f I
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To the Stockhold:rs

I.ast year's nuclear accident at Three Atile Island the ultimate repayment of the berrowings. This
brought on the most severe crisis in the history of again a primarily directed at continuing reasonable
the GPL System. That crisis continues today and regulmty response to cash and earnings needs.
dominates virtually every aspect of the company's Our borrowings under the revolving credit agree-
operation. ment at the end of February amounted to $220

At the time of the accident, the GPU System was million, and our cash projections show that we could
well positioned in terms of both the customer and reach the interim ceiling of $292 million this
the investor. We had just received rate-making spring. It was in the context of these difficult
recognition of the $750 million investment in circumstances that we made the decision to omit the
Tall-2. The comtruction of that unit had imposed cash db.idend in February. We fully understand
a heavy burden on the investors-but it had been tbc importance of maintaining regular quarterly
completed and was delivering lower cost nuclear cash dividends and the fact that a great many GPU
power to our customers. The outlook for earnings shareholders, with our heavy concentration of
was improved as a result of rate orders approved retirees, are counting on such dividends to supple-
in both Penmylvania at.d New Jersey shortly before ment their other income. In light of the serious
the accident. Our capital structure was balanced; uncertainties facing us, your Board of Directors
our energy supply sources were a healthy concluded that it was necessary and in the best
52% coal,41rc nuclear and a modest "Te oil and long-term interests of the stockholders to conserve
gas; ard our rates were in the mid-range of those cash and credit resources. First priority had to
charged by other utilities in surroundmg areas. be placed on preserving the financial integrity of

Then on Alarch 28 your healthy company your corporation.
suffered the accident that the President's Commis-
sion characterized as " eventually inevitable" in the
nuclear industry. In the highly charged emiron-
ment following the accident, we have cooperated
to the fullest extent possible with the regulatory
agencies involved. Even with all these efforts, we The most critical factor in our continuing
have had an extremely difficult time in obtaining financial Viability and ultimate financial
appropriate and timely responses by state and health is the granting of timely and adequate
federal regulators to our difficult eircumstances. rate relief by the Pennsylvania andThe accident forced us to seek rate o ers to
recover the immediate and sharp increase in the New Jersey state commissions during this
cost of power purchased to replace the lower cost difficult period.
nuclear energy supply interrupted by the accident.
Despite the attention of the utility commissions
in both New Jersey and Pennsylvania through
extensive hearings, the very nature and format of
these proceedings frwite delays and diversions. Other sections of this report outline the details

Our internal response to the cash crisis continues of our situation and our planning. To summarize

to include deep cutbacks in virtually all of our our present position:
programs. Our only significant external source of 1. The cash crisis is severe:

| cash today is the revohing credit agreement a. The removal of T5t!-2 from rate base
with 45 banks which was put in place after the deprives us of the recovery of the capital
accident. Although that agreement provides for

costs of that investment, thereby reducing
an ultimate borrowing level of $412 million, we

earnings to a point which severely restricts,
are currently limited to an interim ceiling of if not eliminates, continuing access to
$292 million which we cannot exceed without the long-term security markets.
favorable vote of the banks providing S5Tc of the
bank credit. That vote will depend upon the mn f p wer purdiad to repp Ge
outcome of pending regulatory proceedings. In energy mah unavailable by the accident

addition. the availability of credit under this e ntinues to increase at a pace in excess

agreement depends upon a continuing absence of f that cumntly mHedeUrom mnomen.

" material adverse developments" which threaten c. We must limit cash expenditures to those
covered by revenues or borrowings under
the revolving credit agreement.

2. The most critical factor in our continuing
financial viability and ultimate financial

2
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health is the granting of timely and adequate
sate relief by the Pennsylvania and New Jersey
state commissions during this difficult period.

3. We continue to be deeply involved in
proceedings in Pennsylvania relating to the
possible loss of Afetropolitan Edison's
franchise to serve its customers. We believe
that our past record Of excellent service to
those customers justifies the retention of the
franchise. We have the confidence and
determination to solve the problems at TAfI
and do the lob at least as well as any other
group.

While dealing with these critical factors we have
two important objectives. The first of these is the
return to service of the undamaged TAII 1 unit,
which is being unreasonably delayed by the
Nuclear llegulatory Commission. The safe return
of that unit sooner rather than later is in the
interests of the customer because of the immediate
relief it will provide from rising fuel costs. A second
objective that is clearly beneficial to the TAII plant
neighbors is the clean.up of the damaged Unit 2
at a more rapid pace than present NflC decision
making has permitted.

We are taking significant steps to strengthen the
CPU system organization through the establish. We are taking significant steps to
"*"t of a SePar te "" clear corporation to de5iK"- strengthen the GPU System organization
"Perat""d m i" tai" aH ""cIc"' P ant * Additio"-l
ally, we are combining the managements of the through tho establishment of a separate
two Pennsylvania operating companies so as to nuclear Corporation . . .
make the fullest use of their resources.

At the same time we recognize that neither we
nor anyone else can do these tasks alone. We
continue our efforts to justify the support of the
regulators and to regain the trust and confidence
of our customers, plant neighbors and government
leaders.

We believe very strongly that regulatory actions
which will permit the recovery of the financial
health of the CPU System are in the best interests
of both customers and investors. From the time of
the accident we have supported and sought to
establish a sharing of the burdens of the accident.
To date the stockholders have borne a heavy and
disproportionate share of the costs. We are
determined that investor rights be protected.
We are determined that investors be treated fairly.

f 1
7 _Y A

_ , ._-

William C. Kuhns IIerman Dieckamp
i Chairman and President and
| Chief Executive Officer Chief Operating OfSect

3
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1979 Financial and Opercting Report

Reviewing GPU's Financial Picture Primarily because of the severe increases in
oil costs and the high cost of energy purchased

Income and Earnings Down GPU's 1979 net to replace Thil's generation, energy associated
income and earnings per share were down sub- revenues rose by SH million. or 22 percent over
stantially from the previous year despite an increase 1978. to $523 million in 1979. These energy-related

in kilowatt-hour sales and revenues. This was revenues had no impact on 1979 carnings because
mainly because, since the accident, the canit l. they were used to partially offset energy-related
operating and maintenance costs of Thll-2 were expenses, with the remainder of those expenses
not recovered even though they were charged being deferred for future recovery from customers.
against income for the full year. Right after the g
accident, Unit 2 s costs were removed from the rates

immediate impact of the Thl! accident was to
of the CPU operating companies by the New depnvc the System of 1.7 million kilowatts of
Jersey and Pennsylvania regulatory agencies. nuclear capacity fmm our two WI nuckar unds.

Net income for 1979 was $95.8 million, compared ns mated dw cash flow en,u,s because we
with $138.8 million for the previous year, a had to replaw TW,s output with more expensive
decline of 31 percent.

Earnings per average share in 1979 were $1.50. """D*"E "I N P.urchased from other utilities-
at a et of $20 milhon to over $35 mdhon

This was a decline of 32 percent from $2.30
per month.

in 1978 Tlw cash pmblem was further aggravated when
The regulators * elimination of Thil 2 costs from dw Pennsylvania and New Jersey regidatory

our base rates has the effect of reducing our
commissions rem ved the costs of Thll-2 from

net income by $56 million a year, or 92 cents the rates of the GPU operating companies, reducing
per share annually. A major portion of this adverse base rak rmnun by an estimated $100 milhon
impact was reflected in 1979 net income. annually.The 130ard of Directors in April 1979 reduced the

Slightly more than $101 million in costs were
<iuarterly dividend from 45 cents to 25 cents, a incurred in 1979 in containing the accident and in
regrettable, but necessary step. At the same time,

beginning clean up and repairs at Th!I-2. In
the dividend reinvestment program was 3.uspended. athlition, we have retired the Unit's $37 million

Even more regrettable, but necessary, was the nuclear fuel core. Of this total, $138 million, we
recent decision to omit the February 1980 dividend.

haw charged $7 million to operations and have
To date, these two actions have enabled us to

received $70 miliion in insurance payments.
retain approximately $64 million to offset the The remaining costs, $61 million, have been
enormous cash drain imposed by the high cost deferred pending res lution of whether they wd, l be
of supplying replacement power to our customers. reemned thmugh insuranw payments, umla rata,

Approximately 59 percent of 1970's dividends r through other sources.
represented return of capital and therefore will not
be subject to current income taxes as dividend Immediate Remedies Applied The cash flow
income. pmblem was attacked on several fronts. Very soon

(For further details on the 1979 financial after the accident, the company suspended con-
results, see Alanagement's Comments on Earnings, struction proiccts involving new generating and
page 18.) transmission facilities, cut compensation for

" ""d "U '" ''"''' "" .'

Growth Rate Slows Sales of electricity
I'"""PI'"'"D'*"'."***""*"""*"

increased 2.3 percent-from 31.3 billion kilowatt work to a mmimum compatible with reliable
hours in 1978 to 32.0 billion kilowatt hours in

5"*** * *I 5 "" * """ P"Y**"' "I"*""
1979. This is a lower growth rate than the 5 percent

" " " * * " '
registered in the previous year and the 4.5
percent projected for 1979, but it is consistent Credit Agreement Negotiated To place
with our conservation objectives. Interim financing on a firm footing, GPU concluded

Operating revenues in 1979 totaled $1.49 billion, a revolving credit egreement with a consortium
a gain of 12 percent over revenues of $1.33 billion of 45 banks. This arrangement currently mak-s
the year before. available a credit level of $292 million. With

| Revenues in 1979 not related to energy (fuel approval of the banks representing 85cb of the
and purchased power) costs were $967 million, an total credit line, this amount may be increasedi

increase of $70 million, or 8 percent, over the to $412 million. ( As of December 31,1979
non-energy related revenues of SS97 million CPU had $171 million outstanding under this

in 1978. agreement.)
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1979 Financial and Operating Report (continu:d)

Subsequently, Jersey Central Power & Light (undamaged by the accident) would be back in

Company and Pennsylvania Electric Company sold service by January 1,19S0.
a total of $147 mill;an in 20-year first mortgage We have been able to make substantial savings.

bonds to a group of institutiot.allenders. The company has negotiated agreements with U.S.

The revolving credit agreement and these bond and Canadian utilities that have been saving

purchase agreements contain provisions which GPU customers about $6 million a month, and

call for the immediate repayment of the total our eiforts continue. But since other energy costs

indebtedness involved if an event occurs which a (prir.cipally oil) increased by even greater

majority of the lenders or holders of the bond issues amounts, net savings couki not be achieved.

deem to have a materially adverse effect on the T.\!! replacement power costs continue to be high,

bormwer, especially until the NRC permits T.\fl.1 back into
As of the end of February, our borrowings totaled operation. This could cut the replacement power

$220 million, up $49 million from the $171 million bill by over $160 million annually, or about

level at year end 1979. Our cash projections show $14 million a month.
that we could reach our interim $292 million ceiling Additional Energy Cost Offsets Jersey Central
on bank borrowings some time in the second in September received an additional $70 million
quarter of 1950.

..
annual increase in its energy adjustment charges to

The banks participating in the credit agreement 6 t ib ds% gy e wiMi@ oil M
have indicated to us and to the state regulatory increase is not related to the T.\ll accident.
commissions the unportance of our receiving a rate On .\tarch 6,1950, Jersey Central received an
regulatory response that would anticipate the n in its enngy
ultimate repayment of the borrowings before there annualincrease f $84 n@m.

..

@umnt chames, eh e Mad C. M, W
is an attempt to increase the $292 million limit. energy costs, agam, distinct from those resulting

Regulatory Actions Critical

The most critical aspects of CPU's financial !! ,IS essential that the subsidiary companies
recovery and of Thll's technical recovery have to
do with the actions of our regulators, especially receive rates which will restore them to
those by the utility commissions of New Jersey and financial health at the earliest practical date.
Pennsylvania and by the federal Nuclear Regulatory
Commission.

At the subsidiaries' present rates, they are not
receiving sufficient revenues to meet their ovvall
requirements. It is essential that the subsidiary
companies receive rates which will restore therr. to from the T5!1 mishap. Jersey Central has pending
financial health at the earliest practical date. Because in this proceeding a request for $37 million a year
of our major and immediate cash flow problem, to cover higher replacement energy costs for
delayed decisions place a great burden on our Three Stile Island, primarily because of the
ability to continue with a successful recovery regulatory delay in returning T.\ll Unit-1 to service,
effort. This section will review our state rate and hearings in this matter are continuing.
regulatory situation.The NRC has delayed a Interim Relief for Met Ed In November 1979,' T.\fl.1 restart decision by nearly a year and has yet

.\1et.Ed requested a $55 million annual increase in
! to approve major T5112 cleanup plans. Its

its energy adjustment clause, effective January 1,activities will be reviewed in the section following.
1950, to permit it to recover part of its increased

.

! Early Rate Rollef Granted In June, more than cost of energy. Because of our declining cash

two months following the accident, the regulatory resources, we have repeatedly urged the early

commissions in New Jersey and Pennsylvania consideration of the energy cost issue. On

granted increases in the energy adjustment charges January 17,1950, the Pennsylvania PUC
to customers, providing recovery, over an 18-month announced a schedule which provided for the

period, of about S5 percent of the estimated issuance of an order on April 4. About a week

replacement power costs. Both commissions later, we filed a motion again requesting prompt
established these charges at levels that assumed we action on an increase in energy costs.

could secure savings in the purchase price of On February S. the day after GPU's Board voted

replacement power and that Thil Unit 1 to omit the February dividend, the Pennsylvania

6
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PUC voted to temporarily permit Slet-Ed to put and to explain the many positive actions taken to
the $35 million energy clause increase into effect on assure continued safe, reliable customer service.
Af arch 1. This order is in effect only until final The Pennsylvania PUC is to announce on .\tay 23,
resolution of the full proceedings, which was 1950 its decisions ccmcerning the three issues before
pushed back from April 4 to Siay 23. The increased it: retention of T.\fl.1 in the rate base; continuation
revenues collected in the interim are subject to of .\fet.Ed's franchise; and a final order concerning
review. .\fet.Ed's rate request.

In New Jersey, the New Jersey Board of Public
GPU's Rates Below Average Despite the cost Utility Commissioners ( NJ BPU) stated in its
of replacement power and the impact of inflation as .\ larch 6,1950 order that it will shortly take up the
reflected in the rate increases, the average cost of

issue of the retention of T.\ll.1 in the JCP&L baseelutricity to GPU customers as of year.end 1979 rates. In February 1950, briefs were filed in response
was lower than the average paid by the majority of to a BPU order concerning what action,if any, the
utility customers in New Jersey and Pennsylvania. BPU should take in the light of the Kemeny,'

In the case of Jersey Central, the company's rates Rogovin and other reports concerning the causes of
to the great bulk of its residential customers, those the T.\ll.2 accident. In its .\ larch 6 order, the BPU
without electric space heating or electric water stated that it will establish a hearing date to begin
heating, were the second lowest in the state and this complex investigation.
among the lowest of major utilities in surrounding
areas. Audit to Review Financial Vlability In late 1979

The situation is much the same for both .\fet-Ed the Pennsylvania PUC ordered a full-scale

and Pench c. The rates of both companies are still management audit of Alet.Ed, Penelee and GPU.

in the mid range of those charged by Pennsvlvania's The PUC has asked for preliminary findings on the
major utihties.

' '

financial viability of Niet.Ed and CPU by Theodore

Nor have the GPU System's rates increased
significantly over the past several years. In fact.
corrected for general inflation (measured by the
Con umer Price Index), CPU's average kilowatt . . . the average cost of electr. .ty to GPUici

hour charge for 1979 wa seven percent lower than Customers aS of year-end 1979 waS lower
in 1977 and two percent lower than in 1975. During than the average paid by the majority of
the past five years the cost to CPU's customers for utility Customers in New Jersey and
a kilowatt hour has decreased with resixet to Social pennsylvania.
Security benefits; has decreased with respect to the
minimum wage; and has decreased with re spect to
manufacturing wages. hiinimizing electric costs for
our customen remains one of our prime objectives.

Barry & Associates, the firm conducting the audit.
( Show Cause Orders Present Cha!!enges Tw

These results are to be presented to the PUC about
i "show cause" orders by the Pennsylvania PUC have mid-Afarch 1950.
| presented additional challenges for the GPU The audit is aho examining decisions related to

operating companies. ~

construction, maintenance and operation of TAII-2.
In September 1979, the Pennsylvania Public The cost of this nine-month audit, estimated 2t

Utility Commission ordered both Afet.Ed and $775,000, will be paid by CPU's Pennsylvania
Penelee to show cause why TAII.1 should not be operating companies, Afet Ed and Penelec. Just a
taken out of their rate bases as long as the unit is idle. year earlier, CPU provided to the Commission the

We helieve that the capital, operating and nine-volume report of Booz-Allen-IIamilton's
maintenance costs of TAII Unit I should be exhaustive management audit of all components
continued in the operating companies' rates because of the System.
of its four and a half years of safe and eflicient In September of last year, in response to concerns
operation, and because it is not permitted to resume about our long. term service capabilities, the NJBPU
generation for reasons over which we have no ordered an independent study of various
control. reorganizational alternatives for Jersey Central.

In November, the Pennsylvania PUC also ordered Completion of the study, which JCP&L will pay for,
Afet.Ed to show cause why its operating franchise is not expected until at least late 1980.
to serve its customers should not be rescinded. GPU
has used this as an opporttmity to review the several
problems facing hiet.Ed in an integrated manner

7
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1979 Financial and Operating Report (continued)

TMI Recovery Steps Clean-up, Repair, Restart The next steps in the
recovery process for Tall.2 will be removal and

First Step: TMl-1 Restart The first major step decontamination of the air and water from the
toward financial recovery will come when T.\ll-1 is reactor containment building, the first eatry of
permitted to resume generation, now not anticipated workers into the building, and its partial decon-
before late 19S0. At that time, the bill for tamination by remote control techniques. These
replacement power will drop an estimated $14 steps should be completed within about a year.
million monthly and revenues could become During the following year, we plan to complete
available to reduce the deferred energy balances decontamination of the containment building and
and short term debt. prepare for removal of the fuel from the

Three months after the accident, we advised the reactor core.
NitC of the steps we planned to take to improve in the next recovery phase, fuel will be removed
operational safety of T.\ll-1 prior to restart. and the reactor cooling system will be decon.
The NItC has not yet established a firm time taminatnl. Tests will be made to certify the
sebedule for the completion of the hearings and physical integrity of the major system components.
decision. While we agree there shouhl be no restart These steps will rninire most of 1982.
until the NitC and the public are assured of the llepair or replacement of damaged equiprr.ent
unit's safety, we have urged the Commission to will follow, with startup of T5112 possibly
espedite its procedures to get T.\ll 1 back on line. occurring in late 1983.
Preliminary public hearings on the Th!I l restart The T.\ll.2 recovery clioct, requiring about four
began in the liarrisburg IIershey area in mid- years and costing an estimated $400 million
November,1979 and are expected to continue (up to $300 r.allion of which may be covered by
through much of 19S0. insurance), remains subject to what is found upon

For our part, we expect to have the T.\ll 1 entry into the containment building, as well as on
technical modifications and necessary personnel public and regulatory support for the cleanup
training completed and the unit ready for restart and restart of this unit.
well ahead of the conclusion of the hearing
procedures.

""Second Step: TMI 2 Recovery The secovery of
T.\ll.2. now in "cohl shutdown," is a complex and

Creating a separate m; clear subsidiary and!cngthy technical project. llowever, progress is abining the managements of hiet-Ed and
being made. Decontamination of open areas of the
ausiliary and fuel handling buihlings is near Penelee will place the System in a stronger

position to carry out all aspects of the recoveryemnpletion. A system designed specifically for the
T.\ll project, known as Epicor II, has filtered effort. llegulatory approval will be required for

both of these programs.120.000 gallons (about 30% of the total) of the
radioactive water in the auxiliary buihling storage Unifying Nuclear Control Even before the T511
tanks. The clean water is being stored in tanks accident, the company's planning contemplated a
on site. CPU Nuclear Corporation. A step in this

Probes inserted into the ccmtainment building direction was taken last June by formation of
hase shown that radioactive contamination is lower the T.\ll Generation Group, which brought
than anticipated. Television cameras inside the together about 275 hiet Ed and CPU Service
containment building do not indicate any major Corporation nuclear and technical people who had
damage to any important components of the Tall as their primary responsibility.
reactor system. CPU Nuclear will be responsible for the safe

in November 1979, we submitted a plan to vent and eilicient operation of Oyster Creek nuclear
the gases in the reactor building to allow us to station in New Jersey and the restoration and
begin c!canup of that area. This plan is still safe operation of the two units at Th!I. It also will
awaiting approval, have responsibility for the design, construction and

A summary technical plan for decontamination operation of any future nuclear plants in the CPU
of the facility and removal of fuel from the System. Ownership of the nuclear units will remain
reactor was submitted to the NilC in 1979. The with the CPU operating companies.
plans for cleanup will be refined as we gain This move to unify and expand the System's
more knowledge of the conditions inside the nuclear capability, reflecting recommendations of
containment building. the President's Commission on TA!I, will proside

for safer and more reliable generation of electricity

8 1
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with nuclear energy. The flow of vital technical None of the outstanding securities of either
and operationalinformation between nuclear company will be affected.
stations, both within and outside the GPU System, Hefore completing its Pennsylvania reorgani-
will be stimulated. Formation of this separate zational plan, GPU will review the proposed
nuclear company should help attract the best changes with the Pennsylvania PUC's nucagement
personnel from tb -ntire nuclear industry. audit firm to secure their comments and recom-

Hobert C. Amd.i. currently head of the Tall mendations. This review is expected to be
recovery operation, will be president of CPU accomplished by late spring and implementation of
Nuclear Corporatioa. GPU's president, IIerman the approved changes to take place later in 1950.
Dieckamp, will assume the additional respon-
sibilities of chairman and chief executive oflicer for
GPU Nuclear. Philip Clark, senior staff member GPU's Unaquivocal Commitment to
with the Naval lleactors Program for the past Nuclear Safety
tw enty.five years, will be named executive
vice president. The continuation of a commercial nuclear industry

Based at GPU headquarters in Parsippany, NJ, in America rests squarely on our industry's ability to
GPU Nuclear will be responsible for about $1.8 operate nuclear plants safely. This is as it should
hillion in nuclear facilities. Initial employment, most be, and GPU is unequivocally committed to the
of which will be drawn from within the System, safe operation of its nuclear generating plants.
will be about 1,100 people; of these some 300 Both the Kemeny Report and the report by the
have professional degrees, along with 3,500 work Special Inquiry Group, directed by Alitchell
years of nuclear experience. Rogovin, dealt in detail with the overall nuclear

Formation of cpu Nuclear Corporation is
espected to be completed by late summer 10S0.

Combining Management Strengths Combining
the managements of GPU's two Pennsylvania
operating companies will enhance the System's

The cont.inuat. ion of a commercialability to provide reliable service to customers at
reasonable cost. It will do this by bringing together nuCloarinduStryin America rests
the emnplementary strenuths and resources of squarely on our industry's ability
the Pennsylvania companies. to operate nuclear plants Safely.

The new organization will have sole respon-
sibility for the GPU System's existing coal-fired
generating plants, all of which are in Pennsylvania.
This has obvious benefits in light of the growing
role of coalin the country's energy future and the
demonstrated expertise ef GPU's Pennsylvania industry, including equipment suppliers, the

compames in the operation of coal-fired utilities and the federal Nuclear Regulatory
'

generating stations. Commission, which regulates the nuclear

The combined management will also focus on industry. Each report offered a large number of

the Sy stem's expanding conservation and load rammendations to help assure that the operation

management urograms and on the ongoing f nucle r generating plants will be safe. Af any of

improvement of customer and comrmmity relations. their recommendations stemmed from lessons
The organization will be headed by William A. le ed at TA!I. GPU is working with the NRC ar.d

~

Verrochi, current president of Penelee, and will be with the entire nuclear industry to implement these-

headquartered in Heading, where Afet-Ed cur- and other recommendations as they apply to our

rently is based. Penelee's headquavers facilities nuclear plants and to bring an added level of

in Johnstown will continue as a key management safety to nuclear power generation.

center, particularly for customer and community GPU's Safety Programs CPU's ov n safety
relations and for the operatmn and management

programs are closely tied to preparations for the
of the System s coal-fired generating plants

restart of Tall Unit 1 (the undamaged unit), whichThe new structure will have a smgle set
was down for refueling at the time of the accident.of directors and a smgle set of ofIicers, but will not
At the same time, those improvements designed

be a formal corporate merger. A formal merger
to make TAfI safer also are being implemented, as

is mt etmsidered necessary to achieve the desired
applicable, at the company's Oyster Creek nuclearobjectives of improved management and efliciency. '

generating station.

9
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1979 Financial and Op; rating Report (continued)

The major safety-oriented areas being addressed Plant Safety Modifications A number of
include: the retraining and reexamination of physical modiGeations are being made to the plant.

operators; review and improvement of operating These includ.e system improvements for assuring

procedures; preparation of improved plans for reactor cealing and immediate shut down of the

handling emergencies; plant modifications; the reactor ;n the event of a wider range cf potential
isolation of TNil Unit I from Unit 2; radioactive mai actions. Special instrumentation is being

waste management; and overall management of the dded to plant systems and equipment to monitor

T511 operation. those items critical to safety.
Other measures are being taken to prevent

improving Operator Training CPU early last significant radioactive releases resulting from an
summer began a complete review of its operator accident. These include upgrading instrumentation
training programs. All licensed control room for the early isolation of the containment building.
operators and some supervisory and professional The control room computer is being improved
personnel are participating in retraining programs so operators will have faster and more accurate
with an expanded curriculum that includes the use information on the p; ant's status at all times. Visual
of computeraed simulators to re-enact not only display of this information in the control roon. is
the Thll-2 event, but also other potential accident being improved to make it more readily apparent
situations involving single and multiple and understandable to operators.
malfunctions.

At all times, a graduate engineer will be in GPU's Separating Units 1 and 2 The common facilities

nuclear plant control rooms to provide additional shared by Tht! Units 1 and 2, such as the fuel

diagnostic capability. This has been in eiTect at handling building and the radioactive waste

the Oyster Creek station in New Jersey since last treatment processes, are now being modified so that
each unit will be totally separate and independent,

fall. Operating and emergency procedures are
thus removing any likelihood that the cleanup of

being completely reviewed and upgraded. Unit 2 can mterfere with operation of Unit 1.
Emphasis on Emergency Planning The area of Safety is the prime concern of each step involved
emergency planning has received special emphasis. in the cleanup of Unit 2. Every major function
The emergency plan has been revised in accord- along the way not only is being closely examined for
ance with new guidelines laid down by the Nuclear its possible impact on public safety, but also will
Regulatory Commissien. be the subject of searching NP.C investigations,

included in this emergency planning are specific evaluations and public hearings.
detailed activities to be undertaken by the utdity Industry Safety Efforts Even while improving its
and public officials in the event of radiation own facilities, CPU is participating in the
releases beyond the plant site, and an emerge ncy substantialindustry-wide eilorts to upgrade the
communications program to keep the public and its safety of nuclear operations.
official representatives promptly and accurately These industry actions have led to the formation
informed in the event of a future accident. of an industry group, the Nuclear Safety Analysis

These plans, developed in cooperation with local Center (NSAC), that will investigate and apply the
and state officials, provide for emergency opera- technical lessons learned at TAII. The electric
tions centers to give government leaders direct utility industry also has formed (and the CPU
communications with the plant. Additional companies have already joined) the Institute of
emergency equipment is being provided, such as Nuclear Power Operation (INPO), with an annual
respirators and radiation detectors. The company is budget of $11 million, to establish benchmarks for

i also lending support and assistance to local com- excellence in nuclear power operation. It will
munities to develop their own related emergency conduct audits to verify compliance with its
plans. standards and will analyze and share reactor

orerating experience with utilities owning nuclear;

plants.
GPU has also been involved in the industry's

establishment of a mutualinsurance organization
to help cover the costs of replacement power
resulting from any future nuclear accidents. This
coverage will be available only to those utilities that |
meet the safety standards established by the SEC, ;

NSAC and INPO.
-

10



'

.

The Accidentinvestigated "Defenee-in Depin" Protected Public The
Rogovin study fourid that one of nuclear's major

Several major investigations at the federal, state and safety concepts, defense-in-depth,"ecorked to
local levels have focused on the T.\11 accident. protect the public health and safety. In spite of
The most important were those of the President's multiple equipment malfunctions, human failures,
( Kemeny) Commission on T.\ll and of the NRC's and the creation of conditiom in the reactor
Special Inquiry Group, headed by .\fitche!! ad auxiliary buildings that accre ncter contem-
Rogovin, a prominent Washington attorney. The plated in the design of the plant's safety systems,
conclusions of the two are similar in many major the utility and its engineering support stay trere
areas. And their conclusions support GPU's original able to bring the system to a stable condition
position that the accident involved the entire tcithout releases of radioactice materials to the
industrial, technological and regulatory sttucture of atmosphere that could hace resulted in signi[ cant
nuclear power in the United States. health cgects to those licing near the plant "

Speaking to the possibility of a " meltdown"of theTraining, Public information Examined Despite
any criticism of the company's response to the reactor's fuel core, the Rogovin Report notes that

accident, the efficiency and adequacy of the T.\fl had operators not closed a valve (the FORV block

operators were recogmzed as being well np on the vdve) when they did, calculations project that,

scale of nuclear industry norms. The hemeny within 30 to 60 minutes, a substantial portion of
fuel in the core would have melted.Report states that the T.\ll control room operator

flowever, Rogovin conc udes that even with al
tcaining program met all applicable NRC standards.
u e now recognize that there have been deficiencies core meltdown, "the most likely probability is that

the reactor building scordd hace surciced in this
in these standards for all operator trammg and we
have instituted wide ranging improvemmts. accident scenario, and the cast maiority of the

Rut, as the Bogovm Report points out: "These radioactice material released from the fuel trould

problems trerc not unique to Sletropolitan Edsson. hace been retained tcithin the building, not released

Although it is true that 31et-Ed's tramma program to the surrounding environment."

a as in some respects dc#cient, it appcors thet investigations Reject Moratorium Both the
3fer-Ed agorded its operators training that, taken as Kemeny and the Rogovin investigations specifically
q ichoIe, scas typici.I of the industry and, in certain rejected proposing or recommending a moratorium
respects, icas above acerage. The shift crcic on duty on operating nuclear reactors or on granting new
schen the accident began u cre all products of the operating licenses for reactors now under construc-
nuclear Navy training program, and cach had at tion. Both groups did, however, recommend a
least 5 years of Navy experience. Prior to the number of changes in the manner in which licenses
accident, all of them had completed training courses are granted and evaluated.
ichich met NRC requirements, had passed NRC The Bogovin report looked at changes since the
etams, aad had recciced simulator training totalling accident and determined that"an accident identical
5 to 9 trecks each. Three had recciced I tecek's to that at Three Stile Island is not going to happen
training at Penn State University's research reactor. again. Not only hace changes been made to amelio.
Their combined accra.3e NRC licensing exam tcst rate the partictdar problems revealed there, but the
scores ucere above the ru.*lonal acerage. The accident has spartned a mejor re-examination by
inadequate training that plaf a role in this the industry and the NRC of many aspects of design
accident must be attributed to not one utility but and operations that contributed to the accident."
rather to the industry as a tchole and to the NRC " Two other maior investigations being conducted

While many problems arose in reporting the by two committees of the U.S. Congress have been
accident to the public, the Kemeny Report found essentially completed, and, as this report goes to
"there tras no systematie attempt at a cover-up by press, recommendations for follow-up legislation
the sources of information." The Rogovin study are being developed.
Eound that "the ceidence failed to establish that
31ct-Ed management or other personnel teillfully
evithheld information . " The GPU companies have
developed improved emergency communications
plans for their nuclear units based on the
recommendations from these reports and on the
lessons learned at T.\lia.

11
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1979 Financial and Operating Report (continued) |

GPU's Construction Program Conservation Efforts intensified As an I

important part of its program to minimize new
Construction Program Cut Suspension of major construction. GPU has underway an intensified
construction activity following the accident conservation and load management program to
involved two major generating plants-a 1.1 further slash increases in the System's peak demand
million kilowatt nuclear unit at Forked Iliver, NJ, for electricity over the next decade.
and a 025,000 kilowatt coal. fired facility at the CPU's existing and planned programr had been
Seward Station near Johnstown, PA. expected to cut the growth in peak demand to

There are no current plans for near term about 2 million kilowatts in 1990. The newly
resumption of the Forked River nuclear project. intensified effort will further reduce this growth
Ilowes er, studies on capacity addition alternatives, by half to about one million kilowatts.
including Forked Iliver's conversion to a coal Another move that reduced the peak power I

unit, are being evaluated. Subject to cash avail- demand was the transfer, on Ntarch 1,1950, of

ability, comtruction may be resumed at Seward Alet Ed's wholesale service to Hershey (PA)
late in 1980, with a projected 1987 completion date. Electric Company to another utility. The action

CPU has cut actual and projected construction trims GPU's peak power requirement by about
expenditures by more than $1.4 billion in the six- 1 percent. As part of the changeover, Alet-Ed sold
year 1979-81 period. This is a reduction of 38 two substations and other transmission equipment
percent, dropping construction activity from nearly for $737,000.
$3.7 billion to about $2.3 billion during these Coal's Contributions Significant The company's
years. This reduced construction program will be

large eu l-fired generating stations m, Pennsylvama
backed up with an intensified conservation and

are contributing significantly to minimizing theload management efIort through which we plan to
minimize future increases in customer requirements.

Financing 1979 Construction The System's 1979
capital requirements totaled about $406 million,
of which $351 million was for construction and
$55 million for retirement of matured securities GPU has Cut actual and projected
and sinking funds. ConstruClion expenditures by more than

The $351 million spent in 19 9 on constructi a $1.4 billion in the six year 1979-84 period.
was 23 percent less than the $4aa mdlion con-
struction budget planned before the accident.

The CPU System raised a total of $246 million
from external sources. Of this. $151 million came
from sales of first mortgage bonds; $37 million
came from bank loans (mainly from the revolving
credit agreement); and $5 million came from purchase of outside power. These stations have a
common stock sales through GPU's dividend combined generating capacity of about 6.9 million
reimestment and employee stock purchase plans kilowatts, about half owned by the GPU companies.
(before they were suspended as a result of Two-thirds of GPU's generation was produced
the accident ). from coal during 1979.

The System's capitalization ratios at year-end The clean and efficient use of coal is being
1979 stood at 51 percent long-tenn debt,12 percent enhanced by the coal cleaning unit installed several
preferred stock,33 percent common equity and years ago at the llomer City, PA station. In 1979,
4 percent short term bank debt. These capitaliza- the Homer City site was selected by the Electric
tion ratios are not substantially different from Power Research Institute for construction of a
those at the end of 1978. S12.4 million experimental facility to test the

applicability of alternate cleaning processes for
1980 Capital Needs Subject to available cash various types of coal to meet environmental
resources, capital expenditures in 1980 are expected requirements.
to total almut $305 million, of which $275 million
will be for construction and $30 million for Oyster Creek Savings The Oyster Creek nuclear
retirement of matured securities and sinking funds. station, owned by Jersey Central Power & Light,
The 19S0 construction budget is 47 percent less marked its tenth birthday on December 23,1979.
than the $515 million budgeted prior to the accident.

12
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With one exception, Oyster Creek has produced Cost reduction pmgrams initiated following the
more electricity than any other nuclear plant in the Till accident resulted in work force reductions
U.S. In its ten years of operation, it has produced or 1 yoffs at Jersey Central, Afet-Ed, Penelee and
37.5 billion kilowatt hours of electricity. Fuel the GPU Service Corporation. System. wide
savings of $600 million have exceeded the interest employment at the end of 1979 was 11,159, down
costs, taxes and operation and maintenance about four percent from the 11,597 employed at the
expenses of the station as well as its capital cost of beginning of the year.
$110 million. These fuel savings have been passed The CPU System's labor relations climate remains
on to emtomers through a lower energy adjustment favorable. Recent agreements with labor unions
cost than would have been necessary if the power include:
had been generated with oil. Jersey Central concluded negotiations with the

Oyster Creek is now undergoing its annual International Brotherhood of Electric 1d Workers
refueling, a process which has been extended (IBEW) for a two-year closed contract with a wage
beyond its scheduled length for maintenance and settlement of 6.9 percent effective November 1,
possible repairs. At this date, the schedule for its 1979, and an increase of 6.7 percent effective
resumption of operations is uncertain. Beplacement November 1,1950.
power for the station's output costs about Penek c negotiated a one-year contract with
$3 5 million a week. IBEW and the Utility Workers Union of America,

I 8 "'*"I*" E "' " *" E' I""*"" "P"" PFuel Sources Assured Some 60 percent of the
et-Ed s current labor agreement expiresSystem's coal requirements in 1979 were me*

April 30,19S0.through long-term contracts. Future requirecents
will be filled by a combination of spot, short-te. n, All three operating companies completed

"" " #"""
_

intermediate-term and long-term contracts, as wesi
P "'as thmugh control of some coal reserves.

In the fall of 1979. GPU converted five oil-
burning unita in New Jersey and Pennsylvania to

Board Changesnatural gas. This fuel, purchased on a ermtract
basis, will be used as long as supplies remain

John F. O' Leary, former deputy secretary of theplentiful at a lower cost than od. It is estimated that
U. S. Department of Energy, was elected a member

the conversion will save about two milhon barrels
of the CPU Board of Directors at the Board's

of oil by June 1,1950 and reduce energy costs October meeting.
by SIS million'

. Afr. O' Leary has devoted most of his career to the
t,ranium for the nuclear plants is provided under energy field, having served in a number of state

long term contracts. There are, however, unresolved
and federal energy posts both as administrator

legal questions concerning supplies for the Oyster
and regulator. He joined the Department of Energy

Creek Statmn. (See Note, page 28.)
when it was formed m. 1977. In the early 1970's he

.

was director of licensing for the Atomic Energy
Commission.

GPU's Employee Relations John W. O wald president of Pennsylvania State
University, was elected a member of the GPU

This year has been a very trying and stressful Board of Directors at the Board's 5farch 19SO
period for our employees and. until all major meeting.
aspects of our recovery efforts have been resolved, Dr. Oswald has been president of Penn State
they will continue to bear a significant burden. since 1970. Prior to that he had served as president
All of us, as stockhohlers, customers or manage- of the University of Kentucky and in several senior
ment, are deeply indebted to the System's executive and teaching positions at the University
employees, many of whom have worked long days of California.
and nichts and given up weekends and holidays, George H. Lanier, Jr. and Ferdinand K. Thun
month after month, to help see us through this retired in late 1979 in accordance with company
difIicult periml. policy for retirement because of age. Both were

CPU continues to emphasize its Equal Employ. elected directors emeritus, effective January 1,1980.
ment commitment. While the number of employees Barbara Barnes Hauptfuhrer, GPU director since
in the System was reduced by over 400 peop!c. the 1976, resigned in December, citing personal reasons.
proportion of both minority and female employees

| actually increased slightly during 1979.

| 13
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Operating Companies' Statistics

Revenues Total Assets S*Ic8hII* Customers-
Company ($000) ($000) Residential Commercial Industrial Year-End

Jersey Central Power & Light 8 664,947 $2,114,054 40% 27% 30% 690,889

Metropolitan Edison $ 338,130 $1,327,149 31% 19% 41% 358,265

Pennsylvania Electric $ 493,001 $1,400,570 2S% 21% 44% 508,940

General Public Ullilties System $1,490,154 $4,991,994 34% 23% 37% 1,558,094
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Fuel hiixElectric Sales Peak Load' Number of
( A!Wil) ( AlW) Employees Coal Oil & Gas Nuclear

12,770,989 2,548 3,599 19% 22% 59%

S,0S4,033 1,533 2.650 76% 5% 19%

11,140,457 2,092 4,067 95% 1% 4%

31,995,479 6,173 11,159 67% 8% 25%

* \t time of CPU System peak. . |.

|
|
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General Public Utilitics Corporation and Subsidiary Companies

Statement of Management

The management of General Public Utilities
Corinration is responsible for the information and
representatmns contained in the financial state-
ments and other sections of this annual report.
The financial statements have been prepared in
conformity with generally accepted accounting
principles consistently applied. In preparing the
financial statements, management makes infonned
judgments an<l estimates of the expected effects
of events and transactions that are currently being
reported.

The accompanying financial statements and notes
thereto disclose the e"ect of the nuclear accident
on .\f arch 25,1979 at Unit No. 2 of the Three 51ile

; Island Nuclear Cencrating Station ("Th!I.2*).
The accident has had a significant adverse impact
on the earnings and financial position of the
Corporation in 1979.

In the aftermath of the accident the subsidiaries *
respective state utility commissions reduced
allowable annual revenues by the capital and
operating costs associated with T.\ll.2, resulting
in a substantial decline in earnings. In sddition,
several significant contingencies and uncertainties,
the outcome of which cannot be determined at
the present time, resulted.

lleference should be made to Note 1 to the
accompanying financial statements and to
hianagement Comments on Earnings on page 18
for further discussion of the effects and impact
of the nuclear accident at Three 51ile Island.

Coopers & Lybrand, independent public
accountants, are engaged to examine and express
an opinion on our financial statements. Their
opinion, which appears on the following page,
sets forth the contingencies and uncertainties
resulting from the accident,

,

l
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! R: port Gf Auditors
I To the Board of Directors and Stockholders'

CENERAL PUBLIC UTILITIES CORPORATION
j Parsippany, New Jersey
i .,

We have examined the consolidated balance sheets The accompanying consolidated financial state-
,

of General Public Utilities Corporation and Sub- ments have been prepared in conformity with gen-
'

; sidiary Companies as of December 31,1979 and erally accepted accounting principles applicable to
'

1978, and the related consolidated statements of a going concern which contemplates, among other
income, retained earnings and sources of funds used things, the realization of assets and the liquidation
for comtruction for each of the five years in the of liabilities in the normal course of business. The
period ended December 31,1979. Our examinations Corporation's subsidiaries are currently not re-
were made in accordar e with generally accepted ceiving a level of revenues sufficient to assure their
auditing standards and, accordingly, included such ability to continue as a going concern. The con.
tests of the accounting records and such other au- tinuation of the Corporation as a going concern is
diting procedures as we considered necessary in dependent up(m obtaining adequate and timely rate i

'

the circumstances. relief and maintaining and increasing the availabil.
As more fully discussed in Note 1 to Consolidated ity of credit under the revolving credit agreement.

Financial Statements, the Corporation is unable to (See Note 4 to Consolidated Financial Statements.)
determine the consequences of the accident at Unit The eventual outcome and effect of the foregoing'

No. 2 of the Three afile Island Nuclear Generating on the consolidated financial statements cannot
Station (TA!! 2) and of the response of rate-making presently be determined,
and other regulatory agencies to that accident. As more fully discussed in Note 1 to Consolidated
Among the contingencies and uncertainties which Financial Statements, the Corporation's New Jersey
have resulted as a direct or indirect consequence of subsidiary is engaged in litigation witis a nuclear
this accident are questions concerning: fuel supplier involving the pricing of nuclear fuel.

At this time, the outcome of the litigation and the
a. The recovery of the approximately $682 mil- rate-making treatment of any increased fuel costs

lion investment in Tall 2. which might result from an adverse legal determi-
b. The recovery of $61 million of costs incurred nation are uncertain.

net of insurance proceeds received, and the As more fully discussed in Note 1 to Consolidated
indeterminable amount of uninsured costs Financial Statements, the Corporation's Pennsyl-
yet to be incurred, in connection with the vania subsidiaries may be required to make refunds
anticipated restoration of T5ff 2 to service. to customers for certain payments made for coal. At "

c. The recovery of the approximately $3S4 mil. this time, it is uncertain whether or to what extent
lion investment by the Corporation's New such refunds will have to be made.

Jersev subsidiarv in the Forked River Nu. In our opinion, subject to the effect,if any, on the
clear Cenerating' Station, construction of which consolidated financial statements (the 1979 consoli-

'

has been suspended. dated financial statements only with regard to the

d. The recovery of the excess, if any, of amounts . uncertainties discussed in the second through fourth

which might be paid in connection with parapaphs abwe) of such adjustments as might

claims for damages resulting from the acci. have been required had the outcome of the uncer-

dent over availalile imurance proceeds, taine dncusW in g pMng parapapb W
known, the aforementioned statements (pages 19

The financial effects should the capital and through 38) present fairly the consolidated financialc.
operating costs associated with Three hiile position of General Public Utilities Corporation and
Island Unit No.1 Nuclear Generating Station Subsidiary Companies at December 31,1979 and
be removed from base rates and the effects of 197S and the consolidated results of their operations
various investigations and inquiries upon the and the consolidated sources of fm ds used for con-
ultimate recovery of the approximately $387 struction for each of the five years in the period
million investment in the unit if action is ended December 31,1979, in conformity with gen-
taken to prevent its return to operatian. erally accepted accounting principles applied on a

f. The financial effects should the Pennsylvania consistent basis.
Public Utility Commission order the revoca- COOPEPS & LYBRAND
tion or modification of Aletropolitan Edison Alarch 6,1950
Company's franchise to operate in its service 1251 Avenue of the Americas
area. New York, New York 10020
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Management's Comments on Earnings

1979 vs.1978 their interests in TAII-2 Ilowever, in their June
Earnings available for common stock for 1979 1979 rate orders the two subsidiaries were ordered

declined against those for the year 1978. The major by their respective commissions to remove TAII.2
costs imm their base rates. A rate increase for thefactor causing such decline was the ratemaking

treatment accorded to the capital and operating third subsidiary, owning the other 50% of the imit,

and maintenance costs associated with Three .\ life was authorized in late .\ larch 1979, but was re.

Island Unit No. 2 (~l .\ll.2"). scinded before implementation so that the sub-
In 1978. allowance for funds used during con- sidiary was never permitted to place rates in effect

situction was accrued on the subsidiaries * Invest. to cover its share of the TA!I-2 related costs. Since
December 30. 1978, the subsidiaries have beenment in T.\ll.2 and thereby offset the interest

charges, preferred stock dividends and common charging to income fixed capital and normal oper-

stock earnings requirements associated with such ating and maintenance costs associated with T.\ll.2.

investment. Such accrual ceased when TA!!.2 was H78 vs. M77placed in commercial operation on December 30.
1978. Aloreover, until Tall.2 was placed in com. Earnings available for common stock for 1978
mercial service, the investment and operation and declined against those for the year 1977. The major
maintenance co ts associated with that unit were factors involved in such decline were a result of
capitalized and depreciation was not accrued. increased operating, maintenance and financing

Effective about February 1, two of the subsidi. costs due to inflation, generating plant outages and
aries owning an ageregate 50% of Tall.2, received new plant in service. Partially offsetting such
rate increases covering the bulk of the capital and decline were revenue increases from sales growth
operation and maintenance costs associated with and increased rates.

A summary of the principal factors affecting the changes in earnings available for common stock are as
follows:

1979 over 1978 over
(under) 1978 (under) 1977

(millions) % (millions) %

DVil sales increased . . . . . 725 J% 1.500 _5 %.............. .... . ........ ........

Revenues other than energy related:
,

( a) Increased revenues resulting from DVII sales growth . . . . . . . . . . . . . 821 $40
( b) Increased revenues resulting from higher rates . . . . . . . . . . . . . . . . . . 49 30

Energy related revenues . .

94* _12 75 _
5. .............. ..... .......... ........

Total Revenue Increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 164 6
Energy costs:

(a) Remiting from higher unit fuel costs . .. . 46 29... ...... .. . .. ..

(b) Resulting from increased (decreased) system generation . . . . .. . . .. (25) 26
( c) Power purchaml and interchanged . . . . . . . . . . . . . . . . . . . . . . . . . . . . 135 (52)
(d ) Deferred energy costs increased . . . . . . . . . . . . . . . . . . . . . . . . . .

(52) _23 3 _
...

Total Energy Cost Increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 104' 1

Payroll and other operation and maintenance expenses increased as a result of
an increase in employees and higher wage rates in 1978, generating plant
outages, increased costs associated with new facilities and inflationary factors.
Such fnercases in 1979 were substantially offset by cost reduction programs
and a reduced number of employres . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 1 54 21.....

Depreciation expense Increased as a remit of additional plant in service (includ.
Ing T1112 in 12/78 and llomer City 3 in 12/77) . .. . . . . . . . .. . . 32 29 13 14..

Taxes:
Income tases declined primarily as a result of lower income subject to taxes

and in addition, in 1978. an increase in the flow through portion of the

escess of tas over book de[reciation principally resulting from the plac-Ing in service of the T5t!- nuclear unit in December 1978 ($5 million) (9) (12) (12) (15)
Tases other than in:ome increased due primarily to higher state revenue

taxes 20 15 15 13.. ..... .. . .. .... ......., ........................

Total............................................ 11 5 3
.

Interest and preferred dividends increased primarily from additional security,

| Issuances at higher rates and increased levels of short. term debt . . . . . . . . . . . 33' 16 11 6
Allowance for funds used during construction, net, declined in 1979 primarily'

as a result of TNil 2 in service in 12/78 . . . . . . . . . . . . . . . . . . . . . . . . . . . (29) (4,0,) 2 J
Other income, net increased mainly as a result of interest income from securities 6 3
Earnings available for common stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 (43) (3j) 8 (4) Q)

$(.74) (3J)% $(.20) g)%Earnings per Average Share .. ..... ....... .. .. ...................

* These changes are mainly as a result of the nuclear accident at T5t!.2. see Note I to consolidated financial statements.
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Consolid ted St:tements cf Income (Nota 1)
Ger,va' Public Utilities Corporation and SubrLilary Companies

(In Thousands)
For the 1* cars Ended December 31 1979 1978 1977 1976 1975

Operating llevenues $1,490.154 $1.326.644 $1.252,013 $1,06S.753 $9M,420....... ... ...

Operating Expenses:
Fuel .. 347,079 326,083 270,612 245,633 256,972.... .. ... .................

Power purchased and interchanged net ... .. 268.210 133,741 156,235 120,784 52,277
Deferral of energy costs, net (Note 2) . . . . . . (69,832) (17.916) (17,937) (21,726) (9,999)
Payroll 133,336 127.163 109,500 100,575 91,949. .. .. .................

Other operation and maintenance
(escinding payroll) (Note 12) . . . 177.4s3 170,423 143,245 131.2S1 113.773.... .

Depreciation ( Note 2 ) . . . . . . . . . . . . . . . . . 141,224 109,505 96,508 87,839 82,S34

Tases, other than income taxes (Note 12) . . . 149,445 129.862 114.6S2 94,927 59.879
Totals . 1.146,947 987.861 902,845 759,318 677,6S5. . ............ ......

Operating income before Income Taxes .. .. 343,207 338,783 349,168 309,435 276,735

Income Taxes (Notes 2 and 10) . . . . . . . . . . . 65.905 84.354 95,805 79.832 66.123
Operating Income 277.302 254.429 253.363 229.603 210,612...... .............

Other Income and Deductions:
Allowance for other funds used during

construction ( Note 3) . . . . . . . . . . . . . . . . . 24,744 49,SSS 47,787 42,269 32,054
Other income, net 8,937 3,6S2 274 1,165 1,206.. ..................

Income tates on other income net
(Notes 2 and 10) (5,146) (2.461) (996) (1,157) (1,0N).... .. ...........

Total Other Income and Deductions . 28,535 51,109 47,065 42,277 32,256

Income liefore Interest Charges and
1' referred Dividends . . . . . 305.S37 305.538 300,42S 271,SSO 242,S68. .. ......

Interest Charges and Preferred Dividends:
Interest on first mortgage bonds . . . . . . . . . . . . 144,097 131,461 118,734 108,S02 87,NS
Interest on debentures and other

long-term debt 24,22S 23,859 23,893 26,202 25,384.. ... ..........

Other interest . 24,3S7 4,527 9,117 3,994 15,360. . .. ....... .....

Allowance for borrowed funds used during
comtruction---credit (net of tax) (Note 3) (18,296) (22.255) (22,269) (17,0S0) (15,S58)

Income fates attributable to the allowance for
borrowed funds (Notes 3 and 10) . . . . . .. . ( 7,977) (14,753) (12,514) (10,887) (8,755)

Preferred stock dividends of subsidiaries . ... 43,615 43.930 40,6S3 39.652 32,307

Total Interest Charges and Preferred
Dividends 210.054 166,764 157,649 150,6S3 135,486.... . ..... .........

Net income . . . . . . . . . . . . . $ 95.753 $ 13S 774 $ 142.779 $ 121.197 $107,382............

Earnings per average share . . . . . . . . . . . . . . . $1.56 $2.30 $2.50 $2.20 $2.13

11ook value per share (Note 1) $22.74 $22.41 S21.96 $21.43 $20.94.. .... ..

Common Shares Outstanding-
A vera ge for year . . . . . . . . . . . . . . . . . . . . . . . 61,218 60.217 57,20S 54,968 50,406
Year.End 61,264 60,971 59,721 55,283 54,757.... .. . ..................

The accompansna notes ate an untegral part of the consolidated financialstatements.
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Consolid:.ted Balance Sheets (Not31)
General Public Utihtwo Corporation and Subsidiary Companies

Un Thounends)
December 31, 1979 1978

ASSETS
Utility Plant (at original cost):
In service (Note 1):

Investment in Three Afile Island Unit No. 2 . . . . . . . . . . . . . . . . $ 704,992 $ 701.267
Other 3,773,897 3.598,815...... ..........................................

Tot al in s ervice . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,478, % 9 4,300,082

!.ess, accumulated depreciation ( Note 2) . . . . . . . . . . . . . . . . . . . . 973.490 850.422

Net 3,505,399 3.449,660.................................................

Construction work in progress ( Note 1 ) . . . . . . . . . . . . . . . . . . . . 553,688 471,468

I Ield for f u t u re u se . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,568 26.577

Totals 4.083,651 3.987.705..... .........................................

Nuclear fuel (Note 4) 232,032 224,429............. ... .. ..............

Less, accumulated amortization ( Note 2) . . . . . . . . . . . . . . . . . . . . 47.241 50.809

Net nuclear fuel I&1.791 173.620.....................................

Net utility plant . . . . . . . . . . . 4,269,442 4.121.325.........................

Excess of investments in subsidiaries over related net assets . . . . . 30,805 _ 29.805

Investments:
Other physical property, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 968 1,116

leans to non-alilliated coal companies ( Note 11) . . . . . . . . . . . . 19,375 19,375
Other, at cost . 783 836.... .... ........... ...............

Totals 21.126 21,327.............................................

Current Assets:

Cash ( Note 4 ) . . . . . . . . . . . . . . 7,909 17.981...... .............. .....

Special deposits 21,808 11,839. .. .. .. ............................

Temporary cash investments . . . . . . . . . . 60,711...................

Accounts receivable:
Cu s t om ers, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 113,S70 91,352

Others (Note 10) . . . . . . 10,478 59,437.............................

Inventories, at average cost or less:
Alaterials and supplies for construction and operation . . . .. . . . 53,254 39,267

Fuel . ... . ........................................... 69,507 47,722

Prepayments 12.439 0.152...... ......................................

Totals 349.976 273,750...............................................

Deferred Debits:
Deferred energy costs ( Notes 1 and 2) . . . . . . . . . . . . . . . . . . . . . . 172,770 102,938

Unamortized mine development costs ( Note 2) . . . . . . . . . . . . . . . 7,631 8,765
Deferred costs---nuclear accident, net of insurance

recoveries ( Note 1 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61,171

Deferred income taxes ( Notes 2 and 10) . . . . . . . . . . . . . . . . . . . . 28,646 15.726

Other.................................................... 51,427 SS.047

Totals 321.645 165.476...............................................

Tot al A s set s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,991.994 $4,612,683

The accompanying notes are an integral part of the consolidated financialstatements.
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iin Thounends)

1979 1978

LIAllILITIES AND CAPITAL
long. Term Debt, Capital Stock and Consolidated Surplus:
Long-Term Debt iNotes 4 and 5):

First mortgage bonds (3%% to 12?~, due 19S1 through 2009) $1,868,733 $1,732,074c

Debentures (4%% to 9%9'c, due 1986 through 1998) . . . . . .. . 230,580 236,480
Other long-term debt (varying rates, due 1981 through 1984) . . 54,065 54,046
Unamortized net discount on long-term debt . . . . . . . . . . . . . . . (4,406) (5,477)

Totals . . . . 2,149.972 2,017.123.. .. ... ............................

Cumulative preferred stock-mandatory redemption (Note 6) .. 90,400 95,750
Less, capital stock expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,004 3,347

Totals . . 87,396 92,403........ ... ............................

Cumulative preferred stock-no mandatory redemption (Note 7) 423,391 423,391
Premium on cumulative preferred stock . . . . . . . . . . . . . . . . . . . . . . 1,348 1.348
Less. capital stock expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.663 2.495

Totals............................................. 423.076 422.244
Common stock and consolidated surplus (Note 1):

Common stock ( Note 8) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 153,229 152.498
Consolidated capital surplus ( Note 8) . . . . . . . . . . . . . . . . . . . 772.538 768,350
Less, capital stock expen e . . . . . . 17,983 17,836..... . ................

Consolidated retained earnings (Note 9) . . . . . . . . . . . . . . . . . 485,571 463,173
Totals . . . . . ........................................ 1,393,355 1,366,185

Less, reacquired common stock (Note 8) . . . . . . . . . . . . . . . . . 70 70
Totals............................................. 1,393,285 1,366.115
Totals . 4,05 ,Y9 3.697,5852. .... ..................................

Current Liabilities:
Securities due within one year (Notes 5 and 6) . . . . . . . . . . . . . . 44,164 65,065
Notes payable to banks ( Note 4 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 171,000 90,100
A ccou n t s pa ya ble . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 162,162 94,453
Cus t om er d eposit s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,387 6,775
Tases accrued ( Note 10) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,560 20,657
I n t eres t a ccru ed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43,477 38,639
Other . .................................................. 36.322 34.2M

Totals . . . 5N.072 349.893........................................

Deferred Credits and Other Liabilities:
Deferred income taxes (Notes 2 and 10) . . . . . . . . . . . . . . . . . . . . . 294,510 213.757
Unamortized investment credits (Notes 2 and 10) . . . . . . . . . . . . . 115,212 127,055
Other.................................................. 25,471 24.093

Totals............................................. 435.193 364,905

Commitments and Contingencies (Note 1)
Total Liabilities and Capital . . . . . . . . . . . . . . . . . . . . . . . . . . $4,991.994 $4,612333

21
l



.

Consolidited St:tements of Sources cf Funds Used For Construction (Nota 1) |
Central P.sblic Utilities Corporatten and Subsidiary Cornpante;

iin Thousands)

For the Years Ended December 31. 1970 1978 1977 1976 1975

Sources of Funds:
Funds generated from operations:

Net income $ 95,783 $138,774 $142.779 $121,197 $107,382.. . ..........................

Add. Items not requiring current cash outlay or
(receipt):

Depreciation ( Note 2) . . . . . . . . . . . . . . . . . . . . . 141,224 109.505 96,508 87,839 82,834

Amortization of nuclear fuel ( Note 2) . . . . . . . . 21,314 21,443 17,764 16,374 20,843

Investment credits, net (Notes 2 and 10) ... .. (11,830) 41,733 42,496 7,783 15,S34

Deferred income taxes. net (Notes 2 and 10) . . 67,882 58,285 35.296 33,732 27,359

Allowance for other funds used during construe.
t ion ( Not e 3 ) . . . . . . . . . . . . . . . . . . . . . . . . . . (24,744) (49.888) (47,787) (42.269) (32.054)
To t als . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 289,629 319,852 2S7,05S 224,656 222.198

Less, cash dividends on common stock . . . . . . . . . . . . 73.385 106.424 97.609 92.261 84.574

Totals . 216,244 213,42S 189.447 132.395 137,624
............ ..................

Other sources (uses):
Deferred energy costs, net (Note 2) . . . . . . . . . . . . . (69,832) (17,916) (17,937) (21.726) (8,473)
Deferred costs-nuclear accident, net of insurance

recoveries ( Note 1 ) . . . . . . . . . . . . . . . . . . . . . . . . . (24,373)
Loans to non-affiliated coal companies (Note 11) . . (625) (2,350) (650) (1,500)

Unamortized mine development costs (Note 2) ... 1,134 593 513 526 471

Changes in--cash ( Note 4 ) . . . . . . . . . . . . . . . . 10,072 6,310 13,378 (2,302) 20,250

-temporary cash investments . . . . . . . . . (60,711) 2,988 (2,9sS)

-accounts receivable . . . . . . . . . . . . . . . . 26,441 (43,788) (2,433) (14,070) 3.643

-accounts payable . . . . . . . . . . . . . . . . . . 67,7J9 12,386 20,129 (3,168) 25,S94

-inventories-materials, supplies and fuel (35,772) 18,284 (30,620) (7,196) 6,876

-interest accrued . . . . . . . . . . . . . . . . . . . 4,838 131 3.218 5,791 565

-ta x es accrued . . . . . . . . . . . . . . . . . . . . . 19,903 (7,845) (21,698) 22.470 10,352

Other, net (20,S79) 5.479 (16.091) 10.121 (3,349_)
............ .. ..... ..........

To t a l s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (81,470) (23.69S) (59.879) (10,204) 51.729

Funds from financings:
Sale of long-term debt . . . . . . . . . . . . . . . . 153,S00 154.082 155,920 217,000 228,953

........

Sale of common stock, net of expense (Note 8) .... 4,771 22.273 82,166 8,466 97,014

Sale of preferred stock (Notes 6 and 7) . . . . . . . . . . . 50.000 35,000 87,450

llank borrowings, net ( Note 4 ) . . . . . . . . . . . . . . . . . . 87,400 21.625 19,125 13,300 (270.690)

lletirement or redemption of long. term debt and
preferred stock . . . . . . . . . . . . . . . . (54,463) (32.908) (73,389) (71.990) (19.687)............

To t al s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 191,508 168.072 233.822 201,776 123,040

To t a l s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $326,282 $357.802 $363.390 $323.967 $315,393

Construction Expenditures:
$2S1,912 $376,812 $343.909 $321,150 $315,350Utility plant . . . ....... ........................

Nuclea r fuel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 69,114 30.878 67.268 45.086 32.097

To t al s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 351,026 407,690 411,177 360,236 347,447

Allowance for other funds used during construction
(Note 3).....................................

(24.744) (49.888) (47.787) (42.269) (32,054)

To t als . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $326.282 $357.802 $363.390 $323.967 $315.393

The accompanying notes are ass integral part of the consolidated financial statements.
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Consolid:ted St:tements cf R:tained Earnings (Not31)

Un Thousands)
for the Years Ended December 31, 1979 1978 1977 1976 1975

Balance, beginning of year . . . . . . . . $463,173 $130.523 $385.653 S356,717 S333,909.......

Add. net income 95.753 135.774 142.U9 121.197 107.392... ...... ............

Totals 558.936 569.597 528.432 477,914 441.291....... ...................

Deduct. dividends on common stock . . . . . . . . . . 73.335 106.424 97.609 92.261 84.574
Balance, end of year ( Notes I and 9) . . . . . . . . $485.571 $463.173 $430.S23 $355.633 $356,717

Cash dividends on common stock, per share . . . . $1.20 $1.77 St.70 $1.68 $1.68

Notes to Consolidated Financial Statements

1. Commitments and Contingencies: an allowance of SSO million for contingencies be

Three . Vile Island Nuclear Accident: On Niarch 23, included in the estimate of cost, bringing the total
to $320 million. The estimate does not include1979 an accident occurred at Unit No. 2 of the

Three .\ file Island nuclear generating station pmvisim for the replacement of the reactor core

("TMi 2") resulting in significant damage to Thll 2, h stimated by the subsidiaries to cost S60 million

and a release of some low level radiation which to $55 million) nor for the subsidiaries' replace-

published reports of governmental agencies indicate rnent power. financing and other costs during the
criod of rehabilitation of T.\ll-2. The subsidiariesdid not constitute a sigmficant public health or

safety hazard. T.\ll-2 is jointly owned by the inmawd, by $2a. mdh.on, the engineering firm..

s

estimate f c sts to provide for other itemsCorporation's subsidiaries. Jersey Central Power &
1.ight ("JCP&I."),25Fc; .\fetropolitan Edison p ssibly omitted from that estimate. The estimates

Company (".\let-Ed"),5We; and Pennsylvania do not take mto account potentiallegal political

Electric Company ("Penelec"). 25c'c. At December m med tory delays, which would further increase
'

31.1979. total net investment by the subsidiaries the cost of restoring Thil.2 to service. The delays

in Tall 2 was approximately S6'S2 million experienced t date in obtaining regulatory

(S705 million investment less $23 million accu- authorirations to proceed with the decontammation

mulated depreciation), excluding the unamortized ni y haw 7shausted the allowance for contingencies
investment of approximately $37 million in the in du engneyrs atimaw.
nuclear fuel core. The subsidianes carned the maximum insurance

, ,

The subsidiaries engaged a consulting engineer- **"# av il ble ($300 million) for damage
ing firm to prepare a cost estimate and schedule to the um.t and mm and for decontammation

for restoring Tht! 2 to service. The firm's initial spenws. insurann des not com wplam
report indicates that, while the decontamination of m ut power costs or return on investment while the

the buildings and removal and disposal of "*' I' ""' E*dE" 4 d"I'd'F " C"" *"5'I
large quantities of radioactive materialis a major but it otherwise covers most types of costs. It is the

undertaking. the technology and techniques are Corporation s belief that,if the estimates of the

well known and have been previously demon- consulting engineering firm are borne out, the

strated. This initial report emphasizes the inherent " " * I" I" * 0" I"5"' " " " "T "" **U

uncertairities in cost and schedule estimates until "EE *i # amoun o nsurance carned.
.

. " ' .
(a ) entry into the containment vessel has been The subsidianes do not know the extent, if any,

gained and the difficidties of decontamination have to which the expenditures for repair and restoration

been evaluated. (b) the reactor vessel has been of the unit to operation wdl represent plant
opened and the difficulties of core removal have ""E.munwnts m othn Wins that am pmpalyi

been evahiated, and (c) the physical integrity of '" E '' * * ' ' " * " I" " " ' " " ""

'"'" "' t cudmnm by ammmadon mmajor components has been assessed.
l Subject to these qualifications, the initial report d( preciatm.n charges. Aforeover the subsidianes, ,

| estimates that decontamination and restoration 'P " " "' ""' " "'
; of TAI!-2 to service, exclusive of replacement of the
| reactor core, would cost appmximately $240 million

and take alnut four years. The report also recom-
mends that, because of the unknowns and variables,
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General Public Utilities Corporation and Suinidiary Companies

gm ernment and/or the utility industry in areas is of the view that none of tl.e costs of responding

where the technical information should be of wide to the incident, including repair, disposal of wastes

! value and significance. Under these circumstances, and decontamination are recoverable from rate.

I ti e amount of loss, if any, suiTered by the pa> ers. These costs are and should be insurable."

! Corporation and its sulnidiaries resulting from T511 1, which adjoins T5112, was out of service

the Thlt accident is not presently determinable for a scheduled refueling and was not involved'

and no provision therefor has been made in in the accident. At December 31,1979 total net

their accounts. investment by the subsidiaries in Tall 1 was

The property damage insurance, and the approximately $3S7 million, including the nuclear*

$300 million limit of coverage, was applicable to fuel core of $30 million. !!y o.oers dated July 2,

both Three Afile Island Unit No.1 ("T5111") 1979 and August 9,1979, the Nuclear llegulc. tory

and TN!! 2.This property insurance has been Commission ("NHC") directed that Thil I remain
reduced by claims paid. The insurance carriers in a shut down condition until resumption of

have reinstated the original coverage limits for operation is authorized by the NBC, after public

Thi! 1 but have refused to do so at this time for hearings and the satisfaction of various require.

T5112. Additional property damage insurance ments set forth in such orders. The NRC has not "et

i for Thil 1 of up to $300 million was obtained by established a firm time schedule for the completion

the subsidiaries through membership in Nuclear of the hearings and decision.

h!utual Limited ("NhlL"). As members of NhtL, in their rate orders issued in June 1979, the

j the subsidiaries are subject to annual assessments PaPUC and floard of Public Utilities of the State
,

I of up to 14 times their annual premium, or of New Jersey ("NJilPU") determined that the
$13 million,in the event of an incident at a nuclear capital and operating costs associated with Th!! 1

1 plant of any member company. With regard to shouhl continue to be reflected in base rates.

j property insurance for Thll 2, $50 million of Ilowever, on September 20,1979, the PaPUC
'

coverage has been obtained for possible damages issued an order instituting an investigation to

which might result from a non nuclear accident determine whether the costs of .\let-Ed and Penelec

during the unit's restoration period. associated with T.\ll 1 shouhl be removed from
;

! The subsidiaries, in responding to the accider; their base rates. Similar issues have been raised by

at T5112, have incurred $101.2 million of coso some of the parties in the proceedings initiated'

associated with the clean-up and recovery pracess. before the Nj!!PU in January 1980 by JCP&L which
:

Of this amount. $94 5 million have been def. tred are referred to below. Operating and capital costs

and $6.7 million charged to operations. In addition for Th!!-1 in base revenues aggregate approximately

to the deferred clean-up and recovery costs, the $54 million annually.*

T.\ll.2 nuclear fuel core was retired and its In order to make provisions for the substantial

unamortlied book cost of $36.8 million transferred expenditures required for clean up and repair,
,

to deferred debits, wl.ich aggregate $131.3 million replacement energy and other added costs resulting
4

and have been offset by the insurance proceeds of Imm this accident, the Corporation and its sub.

$70.1 million received through December 31,1979. sidiaries entered into a revolving credit agreement

All net deferred costs will be charged to operatim.s with a group of banks in June 1979 (see Note 4).

j or plant in service (for those which constitute in addition, JCP&L and Penelee each issued

permanent improvements) upon a determination $50 million of first mortgage Imnds in June 1979

| that such costs are not recoverable through and JCP&L sohl $47.5 million of first mortgage

additional insurance proceeds, rates or by financial bonds in October 1979, $25 million of which was
i

assistance from the Federal government or from applied to the payment of maturing bonds.
j

; other public or private sources and/or the utility On January 23,1980, the NRC ordered hiet Ed

indmtry. In its rate order issued on Jame 19.1979 - to pay a fine ot $155,000 for safety, maintenance,

referred to below, the Pennsylvania Public Utility procedural and training violations at T51L Such line
,

i

L Comr.dssion ("PaPUC") recognized that no claim ' was paid on February 13,1980. The NRC has also

l for such costs had been made in the proceedings stated that, depending upon the findings of
.in which such order was entered. Nevertheless, continuing investigations into the T5ti-2 accident,

|
I the PaPUC stated in that order: "the Commission it may take additional enforcement at tion such as

assessing additional civil penalties or ordering
the suspension, modification or revocation of
Slet Ed's license to operate T.\ll-2. Afet-Ed does
not know what the ultimate outcome of this matter

F will be.'

|
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On October 30,1979, the Presidential ( Kemeny) anticipated for the period September 1,1979-
Commission on the Accident at Three-Mile Island August 31,19S0; such increase is expected to
issued its report. The Report states, in part, that provide approximately S70 million of revenues
its " investigation has revealed problems with the during that period.
' system' that manufactures, operates and regulates During the first quarter of 1979, Slet-Ed and
nuclear power plants" and the shortcomings Penelee were granted retail rate increases by the
which turned the incident into a serious accident PaPUC which, among other things, reflected
"are attributable to the utility, to suppliers of in base rates their investment in TMI-2 and the
equipment and to the federal commission that opers. ting and maintenance costs associated with
regulates nuclear power." On January 23,1980, the unit. On April 19,1979 and April 25,1979,
the NRC's Special Inquiry Group (Rogovin) the PaPUC, as a result of the accident, established
reported the results ofits investigation of the temporary rates for Met Ed and Penelec, respec-
accident at TMI-2. Its conclusions with respect tively, reducing annual base revenues by the
to the assignment of responsibility for the accident operating and capital costs associated with their
were similar to those of the Kemeny Commission. interest in TMI-2. These actions effectively
The Corporation does not know what effect, if revoked, prior to becoming effective, the S46.6 mil-
any, these reports will have upon it or its lion increase in base rates granted Met.Ed on
subsidiaries. March 22,1979, returning the rates to levels in

Other investigations and inquiries into the effect prior to that rate order. In Penelec's case,
nature, causes and consequences of the TMI 2 the PaPUC prospectively reduced the $56.2 million
accident commenced by various federal and state rate increase which the company had been billing
bodies are continuing. Phe Corporation is unable since January 27,1979 by $25.0 million.
to estimate the full scope and nature of these On June 19.1979, the PaPUC issued a rate order
continuing investigations or the potential conse- which directed that Met-Ed's and Penelec's
quences thereof to the investors in the securities temporary rates prescribed by its April 19,1979
of the Corporation and its subsidiaries. The and April 25,1979 orders be made permanent.
Corporation is also unable to determine the impact, In addition, the order established levelized energy
if any, the results of such investigations may adjustment clauses for Met-Ed and Penelee for
have on the proceedings to return TMI-1 to the period July 1,1979-December 31,19S0 at a
operation and the efforts to rehabilitate TMI-2. level which the PaPUC believed would be

On January 31,1979, JCP&L was granted a suflicient to recover the increases in the companies'
$33.S million annual rate increase by the NJBPU, energy costs during that period. This levelized
which, among other things, reflected in base rates energy adjustment clause did not make provision
its investment in TMI 2 and the operating and for the increased energy costs experienced by
maintenance costs associated with the unit. On Met.Ed and Penelec during the March 28-June 30,
June 18,1979, the NJBPU issued a rate order 1979 period, but the discussion at the public
reducing annual base revenues by $29 million meeting at which such order was entered indicated
which represents JCP&L's annual capital and that such costs will ultimately be recoverable. The
operating cost associated with its interest in TMI-2. order also made provision for the amortization
The order also provided for a reduction in energy through base rates by Met-Ed of $5.8 million
revenues of $7.3 million over a prospective annually of previously deferred energy costs of
eighteen month period as an offset to base rate S14 million, and by Penelee of $5.5 million annually
revenues attributable to TMI-2, collected during of previously deferred energy costs of S19.4 million.
April, May and Jime 1979. Accordingly, such The increases in the subsidiaries * levelized
amount was recorded as a charge to energy costs energy adjustment charges granted by the NJBPU
by JCP&L in June 1979. In addition, the order and PaPUC in June 1979 assumed that TMI 1
authorized JCP&L to increase its levelized energy would resume the generation of electricity on
adustment charges to its customers over the January 1,1950. In hght of the NRC's action
period July 1,1979. December 31.1950, by an requiring that TMI-1 remain in a shut-down condi-
amount which the NJHPU believed would be tion until resumption of operation is authorized
sufficient to recover the replacement power costs
associated with the non-availability of TMI since
March 31,1979. On September 5,1979, the

NJ BPU authorized JCP&L to increase its levelized
energy adjustment clause charges to recover
increases in energy costs, not associated with TMI,
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by it, while allowing similar type units to operate, During the pendency of the proceedings which
and as a result of increased fuel costs, hiet-Ed resulted in the June 18,1979 order of the NJBPU,
on November 1,1979 and JCP&L on January 21, certain intervenors requested that the NJBPU
1950 filed with their respective state commissions consider the issue of fault regarding the causation
for increases in their levelized energy clause of the T.\ll-2 accident. At that time, the NJBPU

charges. Niet.Ed requested an increase of $55 mil- ruled that this issue would be considered in a later
lion annually effective January 1,1950 and JCP&L phase of such proceedings. On January 23,1950,
an increase of $142 million annually effective the NJ BPU directed the filing of legal memoranda
Starch 1,1980. JCP&L and hiet-Ed, in filings with attempting tc identify the legal standards which
their respective state commissions, indicated that should govern the NJBPU's evaluation of fault, the
failure by the Commission to act in a positive and legal and factual contentions regarding fault,
timely manner on their requests could result in the regulatory consequences of a fault finding, the
the inability of JCP&L and Afet Ed to obtain NJBPU's ler,al authority to impose such conse-
additional short term financing and thus impair quences and the implications thereof. Such
their ability to meet their obligations in the future. memoranda have been filed. On Starch 6,1950, the

With respect to JCP&L's proceeding, on NJ BPU stated that it will establish a hearing date to
February 27,19S0, the administrative law judge begin consideration of the above issues.
granted a motion of intervenors in that proceeding As indicated by the preceding paragraphs, the
to deal initially with energy costs other than those depreciation and return requirements associated
relating to the replacement of T.\ll generation and with the investment in Thil 2 (amounting to
to continue the proceedings for Thti replacement approximately $94 million per year) are not being
energy costs. On 51 arch 6,1950, the NJBPU recovered from customers. Such depreciation and
authorized JCP&L to increase its levelized energy return requirements are currently being reflected
adjustment clause charges, effective Alarch 6, in the financial statements in that (a) depreciation
1980, for non-Thli energy costs by a factor charges in respect of the unit are being provided
estimated to produce approximately $34 million of and charged to expense, (b) the interest and

additional annual revenues. The NJBPU also stated preferred stock dividend components of that
in this order that it will shortly take up the issue of investment are being accrued, and (c) the

the retention of Thil-1 in JCP&L's base rates. earnings per share of common stock are determined
On February S.19S0, the PaPUC issued an order on a basis which reflects all outstanding shares

permitting XIet Ed to increase its levelized energy including the shares issued to finance the common
clause (harges, subject to investigation, by an stock components of that investment.
additional $35 million annually, effective 51 arch 1, The Price-Anderson Amendments to the Nuclear
19SO. This order is effective pending final resolution Energy Act limit liability to third parties to
of the issues in the proceedings referred to in the $560 million for each nuclear incident. Coverage

next paragraph and does not determine that any of the first $140 million (raised to $160 million
specific costs are recoverable. following the accident) of such liability is provided

On November 1,1979, the PaPUC ordered by private insurance. The next $335 million
hiet Ed to show cause why its governmental (reduced to $315 million following the accident)
authorization to conduct public utility operations is provided by assesements of up to the limit of
should not be revoked. Sfet Ed has responded to $5 million per nuclear reactor per incident, but not
such order contending that there is no basis for more than $10 million in any calendar year. The

such revocation and tha such revocation would be remainder is provided by a government indemnity,

contrary to the public interest. On November 8, Based on the ownership of three nuclear reactors,

1979 the PaPUC combined into one proceeding the subsidiaries * maximum potential assessment

(i) its investigation to determine whether hiet-Ed's under these provisions would be S15 million per

and Penelce's costs associated with Thil-1 should incident but not more than $30 million per

contimte to be reflected in base rates, (ii) hiet-Ed's calendar year for claims covered by this insurance.

request for additional energy clause adjustment The Corporation's private insurance under Price-*

revenues and (iii) its show cause order why Anderson provides that coverage is reduced by

llet-Ed's authorization to conduct public utility claims paid but is subject to reinstatement to

operations should be revoked. By orders dated original coverage limits upon approval by the

February 8,1980, the PaPUC stated that it expected insurance carriers.The subsidiaries have applied for

to complete these combined proceedings on
;

Stay 23,1950.
|

|
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such reinstatement but are unable at this time to Prior to the accident, JCP&L was negotiating for
ascertain whether or when such reinstatement will the sale of undivided interests in the station to two
be approved. The NRC has informed .\fet-Ed that unaffiliated utilities, one of which has since
the failure by it to obtain such reinstatement could indicated it is no longer interested in meh a
result in the suspension or revocation of its license purchase. JCP&L does not know whether it will be
to operate TN!I 2. able to sell any un divided interest in the station.

As a result of the accident, the Corporation. In addition, JCP&L is unable to estimate what
and/or its subsidiaries, have been named as effect any delay in, or moratorium on, the issuance
defendants in various law suits. The suits include by the NRC of construction permits or operating
(i) individual suits and purported and actual class licenses for nuclear generation stations may have
actions for personal and property damages on the resumption of construction or the eventual
(including claims for punitive damages) resulting issuance of an operating license for the Forked
from the accident and (ii) suits to enjoin the future River station.
operations of T5f t-2. JCP&L is currently reviewing possible alternatives

The suits described in (i) above involve rpiestions for the supply of additional capacity, including
as to whether certain of such claims, material in the possible conversion of the Forked River project
amount and arising out of both the accident to a coal-fired facility. Pending resolution of these
itself and the cleanup and decontamination efforts, matters, JCP&L has continued to accrue AFC on
are (a) subject to the limitation of liability set by its investment in Forked River.
the Price-Anderson Amendments, and (b) outside
the insurance coverage provided pursuant to the Oyster Crcck Outage: The Oyster Creek nuclear
Price-Anderson Amendments. These questions have generating station, owned by JCP&L is currently
not yet been resolved. being refueled, a process which has been extended

Class suits for damages on behalf of purchasers beyond its scheduled length for maintenance and
of CPU common stock during the period August 25, possible repairs. At this date, the schedule for its
1975 through April 1,1979 have also been resumption of operations is uncertain. Replacement
instituted against the Corporation and certain of its power for the station's output costs approximately
directors as a result of the accident. These suits $3 5 million per week.
have raised questions, which have not yet been
resolved, as to whether certain claims are beyond Coal Purchase Costs: In January and April 19e 4, i

the insurance coverage for directors' and officers' the PaPUC issued amended complaints merting
iliability carried by the System companies. that Alet-Ed and Penelee made payme- .n |The Corporation and its subsidiaries are presently 1974 for coal that were $9.8 million and $4.9 mil-

unable to estimate the likelihood of an unfavorable lion, respectively,in excess of those required
outcome on any of the matters set forth in the by their contracts, and that such excess payments j

,

preceding paragraphs or their financial exposure were without justification and directing Afet-Ed ;with respect thereto. and Penelee to show cause why they shoidd not 1

he required to refund $9.8 million and $4.9 million,
Forked Rircr Project:In view of the impact of the respectively, to their customers. Stet Ed and !

accident at TN112 on its financing capability, Penelec believe that the payments which they
JCP&L suspended construction on its Forked River made were justified and that there is no basis for
nuclear generating station during the second requiring such refunds and they so responded
quarter of 1979. JCP&L's investment in the project to the complaints. In November 1979, the
at December 31,1979 was approximately S384 administrative law judge who heard the evidence jmillion, apprmimately $30 million of which has in the complaint against hiet-Ed for 1974 recom-

!been included in JCP&L's rate base. Of this mended that 5fet-Ed refund $2.7 million, plus !investment, $75 million reflects the :wrual of interest, to its customers. Alet-Ed filed exceptions
|allowance for funds used duriny; construction to such recommendation, asserting that the
]("AFC"). JCP&L does not know when it will be evidence does not support any refund. Other parties jable to resume et nstruction of the station, whether filed exceptions asserting that the refunds should
Iit will be able to finance compi tion of the station be increased. Oral argument before the PaPUC !

without substantial rate relief and participation by was held in February 1950 and the matter is
iother entities, and what additional modifications, if awaiting decision.
Iany, will be required upon resumption of In November and December 1978, the PaPUC

construction. There are no current plans for issued further complaints asserting that Afet-Ed '

near term resumption of construction of the station. and Penelee incurred excess costs of 84.6 million |
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and $.8 million, respectively, for coal during for damages and has also filed another suit against

1975 and 1976, and that such excess payments the supplier and its parent seeking damages.

were without justification and directing .\let.Ed JCP&L believes that any additional amount that
and Penelee to show cause why they should not it might be required to pay if the supplier is

be required to refund $4.6 million and $.8 million, successful in its suit would be valid costs and
respectively, to their customers. Such complaints should be recognized for rate-making purposes.

were based on audit reports prepared by the llowever, there can be no assurance that this will

PaPUC staff. .\let.Ed and Penelec believe that the be the case. If the suits were to be resolved

payments which they made were justified and in the supplier's favor, JCP&L would incur $6.7 mil-
that there is no basis for requiring such refunds, lion in additional fuel expense, based on the amount

and they have so responded to the complaints. of fuel consumed through December 31,1979.

The Corporation is unable at this time to predict
the outcome of these matters. Other: The subsidiaries * construction programs,

which extend over several years, contemplate

Compliance Audits: During 1977 and 1978, the expenditures of approximately $275 million during
staff of the Federal Energy llegulatory Commission 19so. In connection with these construction
("FERC") conducted compliance audits of prcgrams the subsidiaries have incurred substan-
.\let.Ed's and Penelec's accounting records tial commitments.
covering the periods ending December 31,1976 The subsidiaries are engaged in negotiations
and December 31,1977, respectively. The remain- and, in one instance, litigation with various sup-

ing unresolved issues concern the base to which phers relating to the latters' claims for delay or
AFC accruals were applied. If such issues were termination charges or increased fees which such
to be unfavorably resolved, the resulting reduction suppliers assert result from the subsidiaries * revi-
in consolidated earnings would approximate sions of their construction plans and schedules

$2.8 million. .\let.Ed and Penelec believe that the and/or from the increased scope of supply. The
FEllC's position is not justified and they are subsidiaries * managements do not expect at this
contesting it, time that such negotiations and litigation will

result in any material increase in costs that would
Nuclcar Fuel Litigation: In 1971, JCP&L entered not be valid costs properly recognizable through
into a contract for the purchase of three nuclear the rate-making process.
fuel reloads for the Oyster Creek Station, with an Claims for damages arising out of the operation of
option for five additional annual reloads beginning the Oyster Creek station have been asserted.
in 1976. In 1974 the supplier offered an extension JC"&L's management believes that such liability,
of that contract to cover five additional annual if any, as it may have for such damages in the
reloads beginning in 1981. JCP&L believes that it pending suits and for all coerted and potential
effectively exercised the option in the initial similar claims w ould not ' e material.
contract and accepted the offer to extend the JCP&L was a participant in the Atlantic generat-
contract to cover the annual reloads through 1983. Ing station project. In December 1978, the non.
The supplier disputes this position and, in aililitted co-owner and principal sponsor of the
November 1978, submitted bills for material and station announced the abandonment of the project.
services in the rggregate amount of approximately At December 31,1979, JCP&L's investment in
$33 million, covering reloads supplied in 1977, the project was $4.2 million. JCP&L plans to seek
1978 and 1979.The supplier stated that its regulatory approval to amortize this investment,
objective was to establish revised prices and other net of related income tax reductions of $1.4 million,

terms and conditions rather than to diminish over a periou of years for rate-making purposes,
supplies and, withou prejudice to its legal position, The NJ BPU has accorded such treatment for
pmvided the 1979 annual fuel reload. Of the similar items in the past.
$33 million claimed by the supplier to be due,
JCP&L has paid approximately $3.8 million and 2. Summary of Significant Accounting Policies:
is of the opinion that the balance of approximately

General: The consolidated financial statements
$29 million is not payable by it and has so

include the accounts of all subsidiaries.infonned the supplier. On January 26,1979, the
it is the general policy of the Corporation's

supplier filed suit against JCP&L, the Corporation subsidiarie; to record additions to utility plant at
and CPU Service Corporation. JCP&L has filed
a counterclaim for a declaratory judgment
confirming its view of the contractual status and
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cost, which includes material, labor, overhead and nations to range between $27 and $36 million per
AFC. The cost of current repairs (except those unit in then current dollars assuming in-place
related to the nuclear accident described in Note 1) entombment), and (b) Slet.Ed and Penelee are
and minor replacements is charged to appropriate charging to expense amounts intended to provide
operating expense and clearing accounts and the over their service lives for the decommissioning of
cost of renewals and betterments is capitalized.The their shares of the radioactive components of their
original cost of utility plant retired, or otherwise nuclear units (approximately $24 million per unit
disposed of, is charged to accumulated depreciation. in then current dollars for rate-making purposes).

In accordance with rate. making requirements, these
Operating Recenues: Revenues are generally re- charges make no provision for possible inflation in
corded on the basis of billings rendered. decommissioning costs during the period prior

to decommissioning but are expected to be subject
Deferred Energy Costs: The subsidiaries follow a to modification to take cognizance of that factor.

policy of recognizing energy costs in the period in
which the related energy clause revenues are billed. Amorti:ation of Nuclear Fuel: The amortization of

Deferred energy costs at December 31,1979 nuclear fuel is provided on a unit of production
include ( a) amounts accumulated prior to the basis. Rates are determined and periodically
TA112 accident which are being amortized to revised to amortize the cost over the useful life.
income in accordance with ratemaking orders Prior to December 1,1976, amortization of nuclear
(JCP&I -$52 million at a rate of $2.3 million per fuel costs included estimated costs of reprocessing
year, and Pennsylvania subsidiaries--822.5 million such fuel and estimated residual value of uranium
at a rate of $11.3 million per year), and and plutonium. Due to the uncertain future of
(b) amounts accumulated subsequent to the government approvals for reprocessing and
TAI!.2 accident reflecting the operation of levelized plutonium recycling, the Corporation's subsidiaries,
energy adjustment clauses placed in effect effective December 1,1976, began using amortiza-
pursuant to ratemaking orders entered in June and tion rates for nuclear fuel at Tall which makes no
September 1979 (see Note 1). current provision for reprocessing costs and gives no

credit for residual values. Effective September 1,

Depreciation: The Corporation's subsidiaries pro- 1977, similar tre tment was adopted pursuant to

vide for depreciation at annual rates determined authorization by the NJBPU for the Oyster Creek
and revised periodically, on the basis of studies, to st tion nuclear fuel. Also effective September 1,

be sufficient to amortize the original cost of 1977, JCP&L is providing for estimated future
'

depreciable property over estimated remaining handling costs for the spent Oyster Creek nuclear

service lives, which are generally longer than those fuel, and similar treatment will be provided for

employed for tax purposes. The subsidiaries use futu e handling costs for the spent TA!I nuclear

depreciation rates which, on an aggregate com- fuel when required. Previously accumulated

posite basis, resulted in an approximate annual rate estimated residual credits, net of previously

of 3.17Fo,3.077o,3.02ro,2.95Fo, and 2.SSro for amumul ted estimated costs of reprocessing, for

the years 1979,1978,1977,1976 and 1975, the Oyster Creek station nuclear fuel are being
. amortized to fuel expense on a unit of production

mpmcessing eventually be under-a s. uf eti anuary 1,1977, to conform with rate-
TPoration expects dat any hnamaking treatment, Alet.Ed and Penelee are '

charging depreciation expense with the cost of een su6 e sts and accumuhd mem
removal (less salvage) as incurred rather than will be remgnized pmspectively in the rate-making

Process.including it in the provision for depreciation.

Nuclear Plant Decommissioning Costs: In accord- Income Taxes: The Corporation and its subsidiaries
file consolidated Federalincome tax returns. Allance with ratemaking determinations (a) JCP&L
participants in a consolidated Federal income tax

is charging to expense and crediting to a non-
return are severally liable for the full amount of

funded reserve amounts intended to provide over
their service lives for the cost of decommissioning any tax, including penalties and interest, which may

nuclear plants at the end of their useful lives be assessed against the group.

(estimated for purposes of the ratemaking determi- The revenues of the Corporation's subsidiaries
in any period are dependent to a significant extent
upon the costs which are recognized and allowed in
that period 6r rate-making purposes. In accord-
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ance therewith, the Corporation's subsidiaries have in service by means of the allowance for deprecia-

employed the following policies: tion charges based on the total cost of the plant,
including AFC.

Tor Depreciation: The subsidiaries of the Corpo. To the extent permitted in the rate-making
ration generally utilize liberalized depreciation proceedings of the subsidiaries, the income tax
methods and the shortest depreciation lives reduction associated with the interest component

permitted by the Internal Revenue Code in com- of AFC have been allocated to reduce interest
puting depreciation deductions and provide cha ges and, correspondingly, have not reduced
for deferred income taxes where permitted in income taxes charged to operating expenses.

the rate-making process. Pursuant to such rate orders, the Pennsylvania
subsidiaries employ a net of tax accrual rate for

Incestment Credits: The 3% investment credits AFC. JCP&L employed a partial net of tax AFC
are being amortized over a 10-year period while accrual rate from June 1975 through July 1976, and,
the 4% and 10% investment credits are being effective September 1977, began employing a net

amortized over the estimated service lives of the of tax accrual rate for AFC on certain construction
related facilities. projects while using a gross AFC rate on others.

Investment credits applicable to the Tax The subsidiaries have accrued AFC using rates

lleduction Act Employee Stock Ownership Plan which, on an aggregate composite basis, resulted in

("TilAESOP") are remitted to the Plan Trustee annual rates of 8.60%,7.99%,9.03%,8.71% and

and have no effect on income. As a result of the 8.12% for the years 1979,1978,1977,1970 and
nuclear accident referred to in Note 1, the 1975, respectively.

Corporation has suspended the TRAESOP.
4. Short-Term Borrowing Arrangements:

Pension Plans: The Corporation's subsidiaries have In June 1979, the Corporation and its subsidiaries
several pension plans including plans applicable entered into a revolving credit agreement with a
to all employees, the accrued costs of which ar group of banks, under which they had available,
being funded. The costs of supp emental pension at December 31,1979, $292 million of credit, of

i

plans applicable only to supervisory employees which $171 million were utilized for outstanding
were not funded prior to 1976. The previously borrowings. Such available credit can be increased
unfunded supplemental pension plan costs are to $412 million upon the approval of banks
bemg funded during the five year period begin- holding 85% of the notes outstanding. The
ning January 1,1977. Prior service costs applicable agreement provides for a commitment fee of
to all plans are being amortized and funded over one-half of one percent per annum of each bank's
25-year periods. total commitment (whether used or unused).

Interest rates on such borrowings range from
Mine Decciopment Costs: These costs are being 105% to 111% of the prime rate.
amortized to income over the cstimated life The Corporation has guaranteed all borrowings
(20 years) of the mines. outstanding under the revolving credit agreement.

In order to secure such guarantee, plus the
3. Allowance for Funds Used Corporation's $39 million term loan and the

During Construction guarantee by the Corporation of $17.8 million

The applicable regulatory Uniform System of f I ans to CPU Service Corporation ("GPUSC"),

Accounts provides for AFC which is defined as the Corporation has pledged the common stock of

including the net cost during the period of JCP&L, .\let Ed, Penelee and CPUSC.

construction of borrowed funds (allowance for JCP&L and hiet-Ed have secured their notes

borrowed funds used during construction) used for under the revolving credit agreement by granting
a security interest in certain nuclear fuel in the

construction purposes and a reasonable rate en
other funds (allowance for other funds used during
construction) when so used. While AFC results
in a current increase in utility plant to be recog-
nized for rate. making purposes and represents,
in this fashion, current compensation for the use
of capital devoted to construction, AFC is not an
item of current cash income; instead, AFC is
realized in cash after the related plant is placed
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process of refinement, conversion, enrichment and 5. Long-Term Debt Staturities:
fabrication. Such nuclear fuel was recorded, on the
December 31,1979 balance sheet, at a cost of Long-term debt due during the years 1980 through

1934 '.' ** I II *S$30.5 million. In addition, Siet-Ed has pledged
$40 million of first mortgage bonds as security On Thousands)

for its indebtedness under the revolving credit First
agreement Mortgage

Year sonas oebentures other Totals
The revolving credit agreement and the purchase

1980 $ 15.334 s5,000 $18,450 $ 38,814agreements of the bonds sold by JCP&L and
1981 9,321 5,900 44,433 59,654Penelec subsequent to the accident at Tall-2
1982 21,625 5,900 5,433 32,958

($147.5 million) contain provisions for the 19s3 101,830 5,900 200 107,930
immediate payment of the indebtedness involved 1984 90,856 5,900 4,000 100,756

upon the occurrence of an event deemed by the
majority of the lenders or holders of an issue to have Substantially all of the subsidiaries' property is
a materially adverse effect on the borrower. subject to the lien of their respective mortgages.

In addition, the Corporation and its subsidiaries
have informal lincs of credit with various lenders. 6. Cumulative Preferred Stock-5fandatory
These arrangements generally provide for the Redemption:
maintenance of compensating balances ranging
from a minimum of 10To of the available line of At December 31,1979 and 1978 the subsidiaries

credit to a maximum of 107c of the line plus 10To had outstanding the following issues of cumulative
. .

of .the loans outstanding, as determined on a daily preferred stock which are subject to mandatory

average l> asis. At December 31,1979 and 1978, the redemption requirements:

lines of credit available under these arrangements shares stated value ,
0"'''""##"" U" #^ "**"dDtotaled app.oximately $27 million and $255 million,

respectively. At December 31,1979, $1.2 million 1979 1978 1979 1978

was maintained as compensating balances. JCP&L:
Substantially all of the cash at December 31,1978 13.5% Series F 187,500 200,000 $18,750 $20,000
was maintained as compensating balances. 11% Series G(1) 250,000 250,000 25,000 25,000
Under the revolving credit agreement, the amount Due wthin one par (25,000) 02,M) (2,2 ) 0,250)

of debt outstanding under these external lines Penelec:

cannot exceed $15,000.000. 11.72% SeriesJ(1) 200,000 212,500 20,000 21,250
10.88% Series K(1) 320,000 320,000 32,000 32,000

The maximum aggregate amount of bank bor- Due within one year (28.5n0) (12.500) (2.850) (1.250)
rowings outstanding at any month-end during 1979 Totals 904,000 957.500 $90,400 $95,750
was $230 million. For the year 1979, the average
daily amount outstanding was approximately (1) sold in 1975
$157.2 million, having a weighted average interest
rate of 14.27o. Bank borrowings outstanding at JCP&L has had an annual redemption require-

December 31,1979 aggregated $171 million having ment of 12,500 shares of the Series F preferred

a weighted average interest rate of 17.2cr . stock since 1975. It also has an annual redemptiono

The maximum aggregate amount of bank bor- requirement of 12,500 shares of the Series G

rowings outstanding at any month-end during Preferred stock beginning in 1950.

1978 was $102 million. For the year 1978, the Penelee has had an annual redemption require-

average daily amount outstanding was approxi. ment of 12,500 shares of the Series J preferred

mately $67 million, having a weighted average st ek since 1976. It also has an annual redemption
~

interest rate of S.6Tc. Bank borrowings outstanding requirement of 16,000 shares of the Series K

at December 31,1978 aggregated $90,100,000 Preferred stock beginning in 19S0.

having a weighted average interest rate of 11.17o, All redemptions are at the stated values of the
shares, plus accrued dividends. No redemptions of ;

preferred stock may be made unless dividends ;

on all preferred stock for all past quarterly divi- i

dend periods 1. ave been paid or declared and set
aside for payrnent.

|

|
1
1
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The subsidiaries aggregate mandatory redemption S. Common Stock and Capital Surplus:
requirement for all issues of cumulative preferred of the 75 million authorized shares of $2.50 par
stock outstanding at December 31,1979 is value common stock of the Corporation,61,264,000
$26,750,000 tnrough 1984. shares were issued and outstanding at December 31,

1979 and 28,000 shares were recorded as re.
7. Cumulative Preferred Stock-No Afandatory acquired at $2.50 per share.

Redemption: During the period January 1,1975 through

At December 31,1979 and 1978, the subsidiaries December 31,1979, the Corporation issued addi-
tional shares of common stock as follows:had outstanding the following issues of cumulative

preferred stock, which are redeemable solely at (r .g.houscnds)
the option of the issuers:

Par Value Excess over
Credited to Far Value

Ou 4 arNing (fn $ua s) ,$,# Capi alSurhusy,,, , s k

JCP&L: 1975 7,399,000 $18,497 $S4,296
4% Series 125,000 $ 12,500

1976 507,000 1,266 7,431
9.36% Series 250,000 25,000

1977 4,458,000 11,146 72,767
8.12% Series 250,000 25,000

1978 1,250,000 3,124 19,467
8% Series 250,000 25,000

1979 293,000 731 4,188
7.88% $xs 250,000 25,000

8.75% Senes II(1) 2,000,000 50,000

Met Ed: 9. Consolidated Retained Earnings:
3.00% Series 117,729 11,773

4.35% Series 33,249 3,325 Under the revolving credit agreement, S300,000,000
3.85% Series 29'15 2,917 of the balance of consolidated retained earnings is

restricted as to the payment of cash dividends
e 5

8.12% Series 160,000 16,000 on common stock.
7.68% Series G 350,000 35,000

8 '32% Series 11 250,000 25,000

8.12% Series I 250,000 25,000 10. Income Taxes:
8.32% Series J 150,000 15,000 Examm.ation of Federalincome tax returns through.

p ,

1976 has been completed and the years 1977 and4.40ch Series B 50,810 5,681

3.70% Series C 97,054 9,705 1978 are currently under review. The Corporation
4.05% Series D 63,696 6,370 and its subsidiaries have provided for any antici-
4.70% Series E 28.739 2,874 pated liabilities that may result from such
4.50% Series F 42,969 4,297 -

**"*""U"'
4.00% Series G 75,732 7,573
8.36% Series li 250,000 25,000

8.12% Series I 250,000 25,000

9.00% Series L(2) 1,400,000 35,000

Total 6,783.912 $423,391

(1) sold in 1977
(2) sold in 1976

At December 31,1979 and 1978, the subsidiaries
were authorized to issue 37,035,000 shares (JCP&L
-15,600,000 shares, hfet-Ed-10,000,000 shares,
and Penelec-11,435,000 shares) of cumulative

,

i Preferred stock, no par value.
!

|
,
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Income tax expense for the years 1975 through Incorr.e tax expense is comprised of the following:
1979 was less than the amount computed by
applying the statutory rate to book income subject l'" 3U#' "'I
to tax as follows: 1979 1978 1977 1976 1975

(in Stillions) y,g,7,g
inc me tax $ 3 $(20)(b) $ 9(c) $13 $15(d)1979 1978 1977 1976 1975

State income
Operating income tax 7 5 9 5 8

before income "
taxes $343 %9 $349 $310 $277 n oti r

Other income, net 9 4 1 1 income, net 5 2 1 1 1

Totals 352 343 349 311 278 Income taxes

Interest expense (193) (160) (152) (139) (128) $t e '
Book income allowance

subject to for
income tax $159 $1&1 $197 $172 $150 borrowed

funds
I"Qto (N te 3) J) (15) (13) (11) (9)

rate (s) $ 73 $ 88 $ 95 $ 82 3 72 Provision
I ' '**"Excess of tax

over book currently
depreciation [,'[g*u -
I 'hrough

able) 7 (28)(b) 6(c) 28 15(d)on)
b'ote 2) (2) (10) (7) (9) (12) Defened

IN M go, ta s net M 58 35 34 27

vestment credits Current
( Note 2) (5) (4) (4) (4) (4) investment

credits (7)(a) 46(b) 47(c) 12 20(d)Other adjustments (3) (2) 1 2
Am rtizationIncome tas

0I "CMexpense $ 63 $y $ 84 $ 70 $ 58 ,,;
Effective income investment

tau rate 40 % 39 % 43 % 41 % 39 % credits (5) (4) (4) (4) (4)
Income

(a) Effective January 1,1979, the statutory rate tat

was changed from 48To to 467c. expense $ 63 sJ g gg

(a) Redetennination of prior years' investment
credits resulting from 1979 net operating
loss. This amount is reflected in the 1978 1
unused hvestment credit. !

(b) Includes 1978 investment tax credits of $27 |
million carried back to prior years, which is
included in Accounts receivable-Other in
the accompanying December 31,1978 con-
solidated balance sheet.

(c) Reflects 1976 investment tax credits of $7
million, resulting from adoption of TRAESOP
and the election to claim investment tax
credits under the progress payment method.

(d) Reflects an investment credit carry-over of $12
million from 1974.

1

(e) Unused 1978 and 1979 investment credits of |

approximately $17 million and $29 million, |

respectively (including $5 million and
$4 million, respectively, of TRAESOP credits)
are available for carry-forward to future years.
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The provisions for deferred income taxes, net, The liability for New Jersey State franchise and
result from the following timing differences. gross receipt taxes and surtax is established in

each vear of exercise of such franchise based on the
(in affilions) prechling year's gross receipts and no liability

1979 1978 1977 1976 1975 exists in a current year to pay a tax based on that
year's gross receipts. JCPLL has consistently madeuberahed de re-

clation (Note 2): provision in its accounts for such taxes on this
Federal 8 50 $ 37 $ 24 $ 21 $ 20 basis. For rate-making purposes (including the
State 5 4 3 3 operation of the energy acJustment clause) the

Deferral of energy NJBPU computes allowable expenses as including
costs (Note 2): provision for such taxes based on the current year's
Federal 33 7 8 9 5 gross receipts rather than those of the preceding
State (2) 1 2 year. Effective January 1,1979, pursuant to a|

"'." energy "c*lause recommendation by the FERC, JCP&L began
recording the state revenue taxes related to energyrevenues

(Note 12) (4) clause revenues in the period the revenues are|
Other (9) 8 (1) (1) (1) collected.

Totals 8 68 $ 58 $ 35 $ 34 $ 27

13. Pension Plans:
11. Loans to Non. Affiliated Coal Companies:

Total pension costs for the years 1979,1978,1977,
Penelee is providing financing to non-affiliated 1976 and 1975 amounted to approximately $22.8
mining companies supplying coal to the Homer million, $19.6 million, $16.8 million, $14.9 million,
City generating station under long. term contracts. and $12.4 million, respectively. Based on the latest
These loans bear interest at a rate which is 1%% available actuarial reports as of January 1,1979,
per annum above the prime interest rate. the actuarially computed vested benefits under

certain of the plans exceeded the actuarial value of

12. Supplementary Income Statement trust assets or reserves created in respect of such

Information plans by $13.6 million and the unfunded past
service liabilities for the plans amounted to approxi-

Alaintenance and other taxes charged to operating matelv $125.7 million, or 39% of the total reserve
expenses consisted of the following: requirement.

(in Stillions)

1979 1978 1977 1976 1975

( Alaintenance (including
applicable payrolli

charges) $ 91 $108 8 87 g _$70
Other taxes:

State and local gross
receipts 8 87 $ 75 4 67 $55 $51

Cross revenue au -
franchise 20 17 14 12 11

State surtax 9 7 6 5 5

Capital stock 11 11 10 6 7

Real estate and
personal property 12 11 11 10 10

Other 10 0 7 7 6

Totals $149 $130 $115 $3 $_90

I

i
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14. General Public Utilities Corporation The statements of sources of funds used for invest-
(Parent Company): ment in operating subsidiaries of the Corporation

Th balance sheets of the Corporation at f r the years 1975-1979 are summarized as follows:

December 31,1979 and 1978 are summarized (in Mdlions)
as follows: 1979 1978 1977 1976 1975

(in Millions)
Net Income $96 $139 S143 $121 $107
Equity in earnings of

ASSETS subsidiaries not
distributedIn ent in sidiaries, at equity -(59) (3) (4) (3) (7)

37 136 139 118 100

Cash 5 Dividends paid g ) (106) (98) (92) (85)
Other Assets 1 2 Totals (36) 30 41 26 15

Total Assets $1.492 $1,408 Other sources (uses), net j 10 (1) 25

LIABILITIES AND CAPITAL Totals (32) 30 51 25 40

Sale of common stockLong-term debt 3 39 $ 39 *
Notes payable (Note 4) 58

* #"" *
Other liabilities a 3 Bank borrowings, net~

Totals 99 42 (Note 4) 59 (2) (35) 37 (120)
Common stock (Note 8) 153 153 Retirement of
Capital surplus, less capital stock long-term debt

_
(6) (58)

expense 754 750 Totals $30 $ 44 $ 85 $ 70 $ 17
Retained earnings (Notes 1 and 9) 456 463 Cash capital contri.

- -

Commitments and Contingencies butions to operating
(Note 1) subsidiaries g $ 44 $ h5 $J g

Totals 1,393 1,366

Total Liabilities and Capital $1,492 $1,408 15. Jointly Owned Generating Stations:

The income statements of the Corporation for the The Corporation's subsidiaries participated, with
y ears 1975-1979 are summarized as follows: nonafliliated utilities, in the following jointly owned

generating stations at December 31,1979:, y

1979 1978 1977 1976 1975 Balance (in Thousands)

Equity in earnings in Accumulated
of subsidiaries $108 $145 $153 $130 $121 Station % 0 cnership Sercice Depreciation

Interest expense (9) (3) (7) (6) (11) llomer City 50 $284.176 $37,013
Other expenses J) (3) (3) (3) (3) Keystone 16.67 37,059 9,851

Net Income $ 96 1139 $143 $121 $107 Conemaugh 16.45 43,911 8,737
Yards Creek 50 16,549 2,433====

Seneca 20 13,100 1,647

Each participant in a jointly owned generating unit
finances its own portion and charges the appro-
priate operating expenses with its share of direct
expenses. The dollar amounts shown above repre-
sent only those portions of the units owned by
subsidiaries of the Corporation.

|
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General Public Utilities Corporation and Subsidiary Companies

16. Quarterly Financial Data ( Unaudited): Constant dollar amounts represent historical
e sts stated in terms of dollars of equal purchasing(In Thousand, Except rer Share Data)
power, as measured by the Consumer Price Index

First Quarter Second Quarter for All Urban Consumers (CPI.U). Current cost
1979 1978 1979 1978 amounts reflect the changes in specific prices of

Operating plant, and differ from constant dollar amounts to
Revenues $384,889 $345,812 $335,364 $315,254 the extent that specific prices have increased more

Operating Income $ 76,492 $ 06,591 4 63,778 $ 56,052 or less rapidly than prices in general.
Net Income 3 35,744 $ 38,596 $ 19,936 $ 27,245

The current cost of property, plant, and equip.Earnings per Share $ .59 $ .65 $ .33 $ .45
Average Shares 61,082 50,799 61,264 60,016 ment, which includes land, land rights, intangible

plant, property held for future use, construction
Third Quar *er Fourth Quarter work in progress, and other physical property, was

1979 1978 1979 1978 determined by indexing the surviving plant by
indis ; dual company equipment cost indices or byOperaths

Revenues $383,927 $336,278 $385,974 $329,300 the IIandy. Whitman Index of Public Utility
Operating Income 3 73,220 $ 66,639 3 63,812 $ 65,147 Construction Costs. These current cost amounts
Net Income $ 25,591 $ 38,014 $ 14,512 $ 34,919 do not necessarily represent the replacement cost or
Earnings per Share $ .42 $ .63 $ .23 $ .57
Average Shares 61,264 60,275 61,264 60,776 current value of existing plant productive capacity.

, , ,

The actual replacement of the capacity of present
Net income for the fourth quarter of 1978 reflects facilities will occur over many years as future
a $5 million decrease in income tax expense due to facilities, different in kind from present facilities,
the flow.thmugh of a portion of the excess of are c<mstructed and placed in service.
tax over book depreciation, resulting from 'Ihree The current year's provision for depreciation on
hii'e Island Unit 2's being placed in service in the constant dollar and current cost amounts of
December 1978, and a $2.7 million reduction in property, plant, and equipment was determined by
income tax expense, plus related interest of $1 applying the depreciation rates of the Corporation's
million (net of tax), because of the final resolution subsidiaries to their respective indexed average
of certain Federalincome tax matters, 1979 depreciable plant amounts.

Net income for the second, third and fourth Fuel inventories, nuclear fuel, the cost of fuel
quarters of 1979 have been affected by the actions used in generation, and purchased power and
of the PaPUC and the NJilPU in removing ThtI.2 interchange have not been restated from their
from rate base subsequent to the accident described historical cost in nominal dollars. Regulation limits
in Note 1. the recovery of fuel and purchased power and

interchange through the operation of energy
" "*'**"I''""5" ' *b"' **"ts in base rate17, Supplementary Information To Disclose The s hedules to actual costs. For tlu,s reason fuel

Effects Of Changing Prices (Unaudited): inventories and nuclear fuel, are effectively

The fop.mving supplementary information is sup- monetary assets,
plied in accordance with the requirements of As prescribed in Statement 33, income taxes were
FASil Statement No. 33, Financial Reporting end not adjusted.
Changing Prices, for the purpose of providing Under the rate making prescribed by the regula-
certain information about the effects of changing tory commissions to which the Corporation's sub-
prices. It should be viewed as an estimate of the sidiaries are subject, only the historical cost of

approximate effect of inflation, rather than as plant is recoverable in revenues as depreciation.
a precise measure, since a number of subjective Therefore, the excess of the cost of plant stated in

judgements and estimating techniques were terms of constant dollars or current cost over
employed in developing the information. the historical cost of plant is not presently recover-

.

,
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able in rates as depreciation, and is reflected as of net amounts owed. During a period of inflation,
a reduction to net recoverable cost. While the holders of monetary assets suffer a loss of general
rate-making process gives no recognition to the purchasing power while holders of monetaryi

current cost of replacing property, plant, and liabilities experience a gain. The gain from the
equipment, based on past practices, the subsidiaries decline in purchasing power of net amounts owed
believe they will be allowed to earn on the in- is primarily attributable to the substantial amount
creased cost of their net investment when replace- of debt which has been used to finance property,
ment of facilities actually occurs. plant, and equipment. Since the depreciation on

To properly reflect the economics of rate regula. this plant is limited to the recovery of historical
tion in the Consolidated Statement of Income costs, the Company does not have the opportunity
Adjusted for Changing Prices, the reduction of net to realize a holding gain on debt and is limited
property, plant, and equipment should be offset by to recovery only of the embedded cost of debt
the gain from the decline in purchasing power capital.

Consolidaled Statement of Income Adjusted for Changing Prices

in Thousands

Concentional Constant Dollar Current Coat
Historical Arerage Acersee

For the Year Ended December 31,1979 Cost 1979 Dollars 1979 Dollars

Operating Ilevenues(a) $1.490.154 31.190.154 31,490.154
Er.crgy Costs (h) 545,457 545,457 545,457
Depreciation 141,224 248,903 250,147
Other Operating Espenses 460,266 460.266 460,266
Income Tates 85.905 65.905 65.905
Total Operating Expenses 1,212.852 I.320.531 I,35l,775
Operating income 277,302 169,623 13S,379
Other income and Deductions 28,535 28.535 28,535
Interest Charges and Preferred Dividends 210.054 210.054 210.054
Income from continuing operations (a)

(excluding reduction to net recoverable cost) 3 95,783 3 (11.696)(c) 3 (43.140)
Income (loss) per common share (after preferred

dividend requirements)(a) $ 1.56 3 ( 19) 3 (.70)

Change in net plant assets during 1979 due to increases
in specific prices 3 594,918(d)

Less: Change in net plant assets during 1979
due to increase in general price level (inflation) 3 864.144

Change in specific prices net of general price lesel (inflation) 3 (269.226)

Ileduction to net recoverable cost of plant assets 3 (363.695) 3 (95.002)

Cain from decline in purchasing power of net amounts owed 3 281.599 3 281.599

(a) Revenues do not include amounts for the operating and return requirements associated with the
subsidiaries * investment in T.\lld and, correspondinglv, the amounts of income from continuing
operations have been adversely affected by this loss of' revenues (see Note 1).

(b) Energy costs include fuel, power purchased and interchanged, and deferral of energy costs.
(c) Including the reduction to net recoverable cost, the (loss) from continuing operations on a constant

dollar basis wouhl have been ($375,591,000) for 1979.

(d) At December 31,1979, current cost of property, plant, equipment, and otner physical property net of
accumulated depreciation, was $7,199,.35,000 while historical cost or net cost recoverable through
depreciation was $4,0S1,019,000.

..
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General Public Utilities Corporation cnd Subsidiartj Cornpanies

Five-Year Comparison of Selected Supplementary Financial Data

Adiusted for Effects of Changing Prices
(in Acerage 1979 Dollars)

Year Ended December 31, 1979 1978 1977 1976 1975 |

IOperating revenues (in thousands)

As reported $1,490,154 $1,320,M4 $1,252,013 $1,068,753 $ 954,420

in 1979 purchasing power 1,490,154 1,476,010 1,499,656 1,362,738 1,287,164

Cash dividends per common share i

As reported $ 1.20 $ 1.77 $ 1.70 $ 1.68 $ 1.68

In 1979 purchasing power 1.22 1.97 2.04 2.14 2.26

Market price per common share at year-evl

As reported $ 8.625 $17.500 $20.875 $19.500 $17.000

In 1979 purchasing power 8.156 18.751 24.386 24.322 22.224

Average consumer price index 217.4 195.4 181.5 170.5 161.2

December consumer price index 229.9 202.9 186.1 174.3 166.3

Quarterly Stock Price
and Dividend Data 1978-1979

E#' Dicidends
1978 lilah Lote (Cents)

First Quarter $21% $18% 44

Second Quarter 20% 18 44

Third Quarter 19% 1"% 44

Fourth Quarter 19% 16% 45

1979

First Quarter IS5 16% 45

Secon<l Quarter 15% SM 25

Third Quarter 10% 9 25

Fourth Quarter 9% 7 25

SS
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System Statistics
General Public Utilities Corporation and Subsidiary Companies

1979 1978 1977 1976 1975
-

Generating Capacities and Peaks (h!W):
Installed capacity (at year end)(a) . . . . . . 8,262 8,281 7,190 7,038 7,115
Annual hourly peak load . . . . . . . . . . . . . . . . . 6,173(b) 5,698(b) 5.760(b) 5,705(b) 5,244(b)
Reserve (%) . 33.8 40.4 24.8 23.4 35.7. .. ... ..............

Net System Requirements
(in thousands of Mult):

Net generation 26,891 29,747 26,576 26,213 27,169............ ........

Power purchased and interchanged, net . . . . . 7,982 4,275 5,926 5,489 2,558
Total Net System Requirements . . . . . . . . 34,873 34,022 32,502 315 29,727

Load Factor ( % ) . . . . . . . . . . . . . . . . . . . . . . 64.5 65.8 64.4 63.4 64.7

Production Data:
Cost of fuel (in mills per rwit of generation):

Coal 12.95 13.17 11.15 10.50 10.42. ... ... . ....................

Oil 39.01 28.62 29.74 26.13 27.00.. .........................

Nuclear 3.18 2.31 2.06 2.01 2.43. ... .....................

Other 35.77 27.58 22.82 16.44 16.45. ..... ................

Average 12.48 11.17 10.17 9.32 9.43. ..... . ...............

Ceneration by fuel type (%):
Coal 67 57 56 59 58. . . .. . ....................
Oil 6 9 10 9 9...... ......................
Nuclear 25 34 33 31 32... ......................

Other (gas & hydro) 2 1 1 1..................

Totals 100 100 100 100 100. . ....................

Electric Energy Sales (in thousands of wwn):
Residential . . 10,754 10,715 10,257 9,932 9,418...... ...................

Commercial 7,359 7,208 6,832 6,483 6,063. .. ..................

Industrial 11,974 11,447 10,849 10,477 9,847.. ..........................
Other 1,908 1.900 1,832 1.745 1.576. ... . .....................

Totals 31,995 31,270 29,770 28,637 26.9N. . . ....................

Electric Operating Revenues (in thousands):
Residen tial . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 597,757 $ 544,571 $ 515,522 $ 444,244 $395,329
Com m e rcia l . . . . . . . . . . . . . . . . . . . . . . . . . 360,S59 32S,081 308,904 263,423 237,676
Industrial 431,1N 365,456 342,487 2S5.056 258,355... .. . ...................
Other 77.512 67,421 64.541 57.180 45.709..... .......................

Totals from rw11 Sales . . . . . . . . . . . . . . . . 1,467,232 1,305,529 1,231,454 1,049,903 937,069
Other revenues 20,479 18,721 18,222 16.273 15,259.... ..... ...............

Totals . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,4 S7.711 $1.324.250 $1,249,676 $1.066,176 $952,32S

Customers-Year End (in thousands):
Residential I,386 1,364 1,339 1,320 1,299... .. ..... ..............

Commercial 157 154 151 149 146............ ..............

Industrial . . 10 9 9 10 10.......... ...............

Other 5 5 5 4 5.. ...... ....................

Totals . 1.558 1.532 1,5 M 1.483 1.460......... . ................

Price per zwlt-all customers (cents) . . . . . . . 4.59 4.18 4.14 3.67 3.48

(a) Includes the installed capacity of the Three .\ file Island nuclear generating station Unit No.1 of 800 MW and Unit No. 2
of 906 MW. The reserve capacity, excluding these units for 1979. would be 0.2%

(b) Winter peak.
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