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The generation of ideas
illuminates a
creative environment




“Cleveland-Northeast Ohio—with its key
geographical location, its rich resources of
people, and the increasing vitality of its
business and industrial life—is one of the

great creative environments in America.
Ideas have always grown here.

The advgnturous intellect, now as never
» T 4
betore, tflourishes here.

To serve this dynamic region through
creative management and technology,
is the pride and challenge of The

Cleveland Electric llluminating Company.”

Ralph M. Besse

ANNUAL REPORT 1968
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To The Share Owners of The Cleveland Electric Illuminating Company

The year 1963, for The llluminating Company,
was a vear of continued growth.

Earnings and dividends increased. Kilowatthour
sales were at a new high level. A record investment
went into new construction for a single vear. At
the same time, the Company’s service area exper-
ienced some of the most rapid physical and

social improvements in recent decades.

This vitality, reflected in a new atmosphere of
confidence among business and civic leaders,

is symbolized by “Cleveland Now”, a $1.5 billion,
10-year program aimed at revitalizing the entire city,
the hub of our service area. The program, strongly
backed by City Council. the new administration of
Mayor Carl Stokes and the business community, has
rallied considerable popular support and increased
cooperative etforts between the business com-
munity and city government. Urban renewal efforts
have been strengthened and communications
renewad with HUD (Housing and Urban Develop-
ment) and other Federal agencies. City financing has
improved as the result of the local income tax.

Itis evident that local professional and business

mer: are deeply involved in solving the problems of
the community. They are the support of Cleveland's
downtown renaissance promoted primarily through
the Cleveland Development Foundation and the
Greater Cleveland Growth Association.

Tangible evidence that business and financial
leaders believe in the continued prominence of

the area is presented by the millions of dollars
committed for new downtown office buildings, new
plants and the modernization of existing facilities,
and new apartments, hotels and motels.

Area education reveals the same surging growth.
Local school systems are expanding their facilities

to satisty the needs of the mushrooming younger
generation. One example of multi-million dollar
construction programs at area colleges and
universities is that of Cuvahoga Community College,
where seven new buildings wiil be completed in 1969,

All this 1s important to The Cleveland Electric
lHluminating Company, for we are the major supplier
ot electric power to this metropolitan region of
Greater Cleveland — and on its dynamism

and vitality depends our own. As it grows, we grow;
theretore, we give maximum effort to promoting

its present development and future progress.

To keep pace with this dynamic expansion in its

service area, the Company has under way a $397
million, five-year construction program. This

includes such major projects as the generating
additions to our Eastlake and Avon Lake Power

Plants, the Seneca pumped-storage hydroelectric
power plant and the Davis-Besse Nuciear Power
Station to be constructed jointly by the Company

and Toledo Edison Company. We are also continuing
and strengthening our operating ties with CAPCO
(Central Area Power Coordination Group) and ECAR
(East Central Area Reliability Coordination Group). At
the same time, we are carrying out a planned program
of facilities modernization throughout our system.
Studies are continuing on the possible affiliation of
the Company and seven neighboring utilities.

It must be remembered, however, that growth is a
double-edged process. To serve any expanding region
and to meet its increasing demands for kilowatthours
requires contincing fiscal adjustments. Since mid-
1966, while the c. st of money has been rising, the
Company has beei. experiencing a slow decline in the
level of its rate of retu.in. This trend is due in part to the
inflation of operating costs, in part to the increased
cost of money and in part to substantial increases in
plantinvestment. It has persisted despite increased
sales — in etfect, making the likelihood of a rate
increase application aimost certain in the not

too distant future.

The llluminating Company has been serving the
Cleveland-Northeast Ohio area for the past

88 vears. It ha, helped the region grow and, in so
doing, it has grown strong itself as a company.

Today we are the prime supplier of the region’s
electric power, an important source of its leadership
and financial support, and literally a partner in its
commercial and industrial progress.

In the interests of our Share Owners, employees,
customers and the communities we serve, we intend
to maintain and enhance this position.

This annual report is an account of the Company’s
service to this region in 1968,

Cordially yours,

Ralph M. Besse, Chairman
/

February 7, 1969 Karl H. Rudolph, President
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Sales and Revenue Growth Reflected
The High Level of Business In The Territory

Earnings per share of common stock were $2.78 as
compared with $2 66 in 1967. Quarterly dividend
payments were increased to 48 cents from 45 cents
effective May 15, bringing payments for the year up
to $1.89 as compared with the $1.74 paid in 1967,
This marked the 10th consecutive year of increased
dividends and the 67th year of uninterrupted
payment of cash dividends.

Kilowatthour sales to customers increased 9.8%
over 1967, resulting in an electric operating revenue
gain of $14.9 million, up 8.1% over the previous
vear. Operating revenues including steam service
reached a new high of $203.8 million.

Kilowatthour sales to all classes of customers were
above those of 1967, Residential customers used
8.9% more electric power and contributed an addi-
tional $4.9 million in revenues. This continued
growth in usage, in no small part, has been made
possible by the lower unit cost of electricity. The cost
per kilowatthour has declined from 4.368 cents in
1928 to 2 422 cents in 1968, a 50% reduction in 40
vears. Commercial sales kept pace with the growing
requirement by all Americans for more conveniences
provided best by electricity. Industnal kilowatt-

hour sales growth is best illustrated by the fact

that the nine Company customers which now use
aver $1 million of electric power annually increased
their total average usage in 1968 by 12.9%.

Electric customers totaled 638,685 at year-end. an
increase of 10,896 during the year.

Total operating expenses rose to $163.1 million, a
$14 4 million increase over 1967. Fuel and purchased
power costs increased $6 6 million, up 19.3%, due to
greater kilowatthour output to the service area, higher
cost per ton of coal and greater power purchases.

As more fully explained in Note C to the tinancial
statements, accounting practices of the Company
were changed effective January 1, 1968 in the
capitalization of overhead construction costs and

the expensing of property taxes in addition to
recducing the annual depreciation rate from 3.25%
to 3.15%. These three accounting changes increased
the Company’s net income for the year 1968 by

$3.1 million ur 23 cents per share.

Provision for Federal, State and local taxes amounted
to $52.7 million. Of this total, the 10% Federal
income tax surcharge retroactive to January 1, 1968
reduced earnings by $2.7 million or 20 cents per share.

OQutput and Demand Reached New Highs

Kilowatthour output to the service area was 13.30
billion kilowatthours, an increase of 10.2% over
output for 1967.

The maximum service area load of 2,266,000
kilowatts registered on August 23, was an all-time
high. It exceeded last year's peak load, which also
occurred in the summer, by 180,000 kilowatts or
8.6%. This increase emphasizes the significance of
air conditioning in the Company’s load growth.

Gain in Residential Customer Use

Best i, ~ompany History

Electrical usage by residential customers established
anew record in 1968. The average per-customer
gain of 326 kilowatthours was the highest in the
Company’s history.

This is due in part to aggressive marketing efforts

by the Company, and in part to the increasing desire
of mare families today for the comfort, convenience
and better all-around living environment provided by
electricity. Electric air conditioning, for example,

was installed in nearly 100° of privately-owned

new apartment suites, while 89% of these suites were
equipped with electnic ranges. Over half of the 6,500
new homes built in 1968 were equipped with o
electric ranges In the eastern portion of the Com-
pany’s service area, 136 total-electric apartment

units were completed; in addition, 22 total-electric
condominium apartment units were planned, four of
which were completed. Planned for 1969 are

110 total-efectric units.
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Promotional activities also had a stimulating

effect on electrical usage. Typical of several current
promotional programs are those involving Whole-
House Air Conditioning, ranges and dryers, and
Housepower development of modern electric
living for older homes.

Rise in Sales to Commercial Customers
Reflects Strong Growth in Air

Conditioning and Modern Lighting

New office buildings, motels and shopping centers
helped boost the Company’s commercial sales of
electricity to a new high. This usage represented an
increase of 9.4% over 1967 ; revenues increased
8.6% to $50.4 million.

In addition to continuing electric load growth, the
Company is providing for expansion in the allied
field of steam service. Sizeable expansions by
Cleveland State University and Forest City Publishing
Company, for example, will add revenues in

excess of a half-million dollars annually.

Application of the total-electric concept to
huildings of all types and sizes also continued

to find favor in 1968. A record high of 30 all-electric
buildings were constructed. In addition, more

than 93% of air conditioning installed in commercial
buildings was electric.

Lighting again provided the largest source of com-
mercial revenue. Indoor and outdoor lighting sales
represented an increase of 20% over the 1967 total.
Continued high quality of lighting was assured
through the Company’s stressing that the llluminating
Engineering Society’s lighting recommendations be
applied in all new commercial installations. A total of
94% of such installations met these recommendations
in 1968, as compared with 91% the previous year.

An important part of outdoor lighting sales was

the result of the Company's continued Dusk-to-Dawn
Lighting Program. This program, blending modern
lighting beauty with safety, now produces more

than $1.2 million in lighting revenues annually.

Expansion and Modernization of Industrial Plants
Characterizes Record Demand for Electric Power

Cleveland-Northeast Ohio’s vigorous and expanding
industrial climate directly affected power sales to
this category of customer in 1968. Revenue from
industrial customers totaled $71.7 million, up 8.1%
over 1967. Kilowatthour sales moved up 10.6%

over the previous year’s total.

Expansion and modernization projects, growth

of the ali-electric plant, increase of plant air condi-
tioning, and improved lighting levels — all these
contributed to the record demand for electricity.
One example of the lighting modernization program
is the re-illumination of a million-plus-square-foot
plant which will triple the plant’s lighting

energy requirements.

The trend toward ever greater use of electric power
by industrial consumers was reflected in the growth in
sales to the steel and automotive industries during
1968. For example, output from the electric arc
furnaces at Jones & Laughlin Steel Corporation for
1968 exceeded all previous annual production figures.
In Cleveland’s automotive industry, second largest

in the nation, new highs in electrical usage were
recorded by virtually all producers. But of even
greater importance is the expansion being under-
taken by industrial customers. At Republic Steel
Corporation, a multi-million dollar project saw
construction continuing on a new 84-inch hot-

rolling mill and nearing completion on a new 84-inch
cold-rolling mill. Throughout the entire nation's

steel industry today, electrical usage is increasing; in
the next ten years it is expected to more than double.

In the automotive field, Ford Motor Company
completed its No. 2 Engine Plant expansion and is
scheduling a new engine production line for opera-
tion by the third quart®r of 1969. Total added
investment in this facility is $100 million. TRW,
Incorporated, completed a major addition to its
valve plant which now makes it the largest such
facility in the nation’s central industrial area.

The substantial growth of the area’s industrial com-
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Universi'y the Basic Science Building, part of the
multi-million doilar building and development pro-
gram, was completed at vear-end. At Cuyahoga
Community Coilege, two of the nine buildings on the
$45-million downtown campus are now occupied;
the remainirg seven will be completed in 1969. In the
University Circle area, the recent federation of

Case Institute of Technology and Western Reserve
University has resulted in a school now ranked

on the basis of endowment among the top 12
ptivately supported institutions of higher learning

in the nation.

Major expansions are also underway among others
of the 23 degree-granting institutions within the
metropolitan radius of Cleveland. For example, at
Baldwin-Wallace Ccllege an art and drama center
and a new all-electric administration building are
underway which will cost over $2 million.

Two important developments strengthened the
entire region’s transponation complex. First, a County
Port Authority was apprcved to assume the admin-
istration of Cleveland’s port facilities. Transter to this
new Authority will increase the overall potential of
the Port of Cleveland, already the largest overseas
general cargo port on Lake E-ie, and the third largest
American pori for such cargo on the Great Lakes.

The second important development was the comple-
tion of the Rapid Transit System extension to
Cleveland Hopkins International Airport. This
extension, linking downtown Cleveland directly to
its major airport, makes Clevelanc the only city in the
nation with such service and, with Srussels and
Tokyo, one of only three in the wornd.

Cleveland Hopkins, with direct flight connections

to Europe and the Far East, continued its expansion
and modernization program with a new South
Concourse expected to be operational ny mid-1969.
Expansion is also in progress at Burke Lavefront
Airport’s passenger terminal. This unique business
airport, only five minutes from downtown Cleveland,
is the site of over 300 takeoffs and landings daily

by corporate prop and jet aircraft, and taxi-iine
commercial flights.

Progress was notable in interstate highway
construction. Construction of these key arteries in
the Cleveland Metropolitan area is 70% complete
as compared with a national average of 59%.

Inter-Company Pooling Adds to
System Reliability and Economy

Increased service reliability and increased operating
economies — these are the twin major objectives of
America’s investor-owned electric utility industry.
And they are being reached today, in large part,
through various types of inter-company pooling
arrangements and through the nation’s overall inter-
connection network. The llluminating Company

is an important part of this pattern.

CAPCO (Central Area Power Coordination Group)

is a five-company power pocling agreement formed
late in 1967 and now well into its impiementation
phase. Member companies, in addition to The
llluminating Company, are Duquesne Light Com-
pany, Ohio Edison Company, Pennsvivania Power
Company and Toledo Edison Company. The purpose
of the agreement is to coordinate the development of
generating capacity and transmission in order to
achieve greater reliability and economy of operation
in the joint CAPCO service area.

The members of CAPCO, in turn, are part of the
larger ECAR (East Central Area Reliability Coordina-
tion Group), composed of 26 utilities in an area
which covers parts of eight states. The purpose of
ECAR is to improve reliability of bulk power supply
and to increase overall reliability of member systems
through coordinated planning and operation.

The Company through its present ties with neigh-
boring companies, is also a member of the Inter-
connected Systems Group, the largest power group
of its kind in the world. ISG presently consists of 134
operating utilities in 32 states.

Record Construction Program Under Way

Because of the growing population in its service
area, the increased number of new home electrical
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virtually double the net capability of the Company’s
system, increasing it from the present 2,259,000
kilowatts to more than 4 000,000 kilowatts.

In addition to these major plant projects, the
Company continued to strengthen its network of
transmission and distribution lines. It also completed
a new 345,000-volt transmission line providing an
additional interconnection with Ohio Edison
Company, and has under construction two more
interconnection transmission lines with Ohio Edison,
one at 345,000 volts and one at 132,000 volts.

Financing

To help finance current and proposed property
additions, the Company in January of 1969 sold $60
million of First Mortgage Bonds, 7's % Series, due
1990, at a cost to the Company of 7.056%.

Proceeds from this sale are to be used to make an
advance payment of about $37.5 million to Ohio
Edison Company under an electric generating plant
construction agreement. This agreement calls for each
company to construct a 625.000-kilowatt generating
unit and associated interconnection facilities. Until
june 1, 1970 the Company will be entitled to one-
half of the net capability and energy of the Ohio
Edison unit. At that time the advance will be repaid
to the Company. The balance of the proceeds were
used to repay a portion of outstanding short-term
bank loans and commercial paper made and

issued to tinance temporarily the Company's
construction program and provide working capital.

This bond issue brings the amount of Company
bonds now outstanding to $255 million. Annual
interest charges on this amount total $10,762,500, up
$4,275,000 over the annual rate for 1968.

Following the January, 1969 issue, it is estimated that
approximately $170 million of additional permanent
financing will be required in the 1969-1973 period.
Current plans call for an additional sale of First
Mortgage Bonds in mid-1969. In addition, the

$50 million First Mortgage Bonds, 3% Series due

10

in 1970, will be refunded. As the
range expansion plans are implem
necessary to undertake additional p
financing from time to time.

Overail, the Company’s construc“ ~anis

currently budgeted at $397 million for tne period
1969-1973 in addition to $111 million expended

in 1963.

Research and Development

Research, development and utilization of new
breakthroughs in technclogy are ' tal elements in the
Company’s overall engineering program.

With other utilities, the Company continued its
research and development efforts in advanced
nuclear concepts. The Company is one of many
investor-owned utilities participating with Gulf
General Atomic in a new program announced
Novembe- 11, 1968 to advance the development

of the gas-cocled, tast-breeder reactor nuciear
power system. Ti-e gas-cooled, fast-breeder reactor
has the potential to ~reate up to 60% more fissionable
material than it uses. I addition to participating in
three other major projects involving both gas-cooled
and sodium-cooled fast-breeder reactars, the
Company, as a member of The Edison Electric Insti-
tute, supports many other programs designed to
reduce costs and improve service. These programs
cover a variety of fields ranging from extra high
voltage transmission to the development of a High
Voltage Cable Test Facility.

The Company is also one of the first electric utilities
in the country applving Thermaovision to its opera-
tions. This, an infrared television system, locates
potential trouble spots in certain types of equipment
through detection of abnormally high temperatures.

With the local telephone company, the Company has
completed a test project which involved construction
of a common power-telephone subway. Substantial
economies are expected for both companies

trom this joint effort.
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facilities. This includes such elements as modern-
design steel poles, painted wood poles with armiess
construction and substation landscaping. The
Company works closely with municipal authorities
wherever possible in planning and designing
projects of mutual concern.

Director Changes

At the 1968 Annual Meeting in April, share owners
elected Hugh D. Luke, President of The Reliance
Electric Company, to replace Kent H. Smith.

Mr. Smith did not stand for re-election in accordance
with the director retirement plan adopted in 1963

by the Board of Directors. His tenure on the Board
covered nearly nine years and during that time

the entire Company benefited from his special
competencies and his many years of business
experience.

Employee Participation

The Company’s five-year construction program

is evidence of its intention to serve and serve well
Cleveland-Northeast Ohio in its period of growth
ahead. But dollars and facilities are only part of this
service effort, The effectiveness of these new facilities
depends, in the final analysis, on people, on the

skill and professional know-how of our employees.

More than 4,500 employees work in 900 diffeient
jobs throughout the Company. Over 20% of these
have more than 235 years of service, a factor which
represents a vast pool of knowledge and experience
invaluable in operations. To encourage more
employees to make a career with the Company,
effort is made to develop within the Company a
creative work environment in which they may
realize their fuil potential. To this end, a compre-
hensive educational program is maintained which
offers maximum opportunity for self-development
through a wide variety of after-hour courses.

More than 500 emplovees were enrolled in these
courses in 1968. Under the Company's Tuition
Retund Program more than 250 employees

12

worked toward Bachelor and advanced degrees

or pursued studies in job-related subjects. In
addition, three new manpower programs were
initiated during the year designed both to attract new
talent and to aid disadvantaged unemployed in the
community who wish to qualify for regular

Company employment.

Emplovee identification with Company goals and
interests has always been high. In 1968, for example,
nearly 5,900 proposals were submitted to reduce
costs and improve work methods; more than 1,000
employee suggestions resulted in better service to
customers and more efficient operations. On another
level of identification, that of investment in their own
company, 54% of employees are enrolled in the
Company’s Thrift Plan. In 1968, employee purchases
of stock under the Plan amounted to $1.3 million.
Since it was initiated 15 years ago, employees have
invested over $12 miilion of their savings in the
Company’s common stock.

In the area of Company-Union relations, the
Company and the Utility Workers of America,
representing operating, maintenance and construc-
tion employees, signed a three-yvear contract on May
31, 1968. It may be opened for re-negotiation by
either party only for the pension and group life
insurance plans on May 1, 1970.

The Company relies strongly on its people. On the
job, it is the skill and professional ability of
employees which enables the Company to meet so
efficiently the challenges of serving Cleveland-
Northeast Ohio. Off the job, it is their widespread
involvement in community and service activities
which is largely responsible for the esteem enjoyed
by the Company as a good corporate citizen
throughout its service area.
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The Cleveland Electric iIlluminating Company and Subsidiaries

Source and Application of Funds

SOURCE OF FUNDS
Net income .

Depreciation and other noncash charges
against income — net .

Liquidation of temporary cash investments .
Sale of common stock to employees .

Short-term borrowing

Increase in payables maturing beyond one year .

Other changes — net
Total Funds Available .

APPLICATION OF FUNDS
Utility plant expenditures
Treasury stock purchases
Dividends .

Total Funds Applied

Opinion of Independent Accountants

To the Board of Directors and the Share Owners of
The Cleveland Electric llluminating Company:

In our opinion, the accompanying 1968 statements of financial position at
December 31, results of operations, earnings retained in the business and
source and application of funds present tairly the consolidated financial

position of The Cleveland Electric llluminating Company and its subsidiary

companies at December 31,1968, and the consolidated results of their
operations and the supplementary information on funds for the

year then ended, in conformity with generally accepted accounting
principles applied on a basis consistent with that of the preceding year
except for the accounting changes, which we approve, described

in Note C to the financial statements, Our examination of these
statements was made in accordance with generally accepted auditing
standards and accordingly included such tests of the accounting
records and such other auditing procedures as we considered
necessary in the circumstances.

PRICE WATERHOUSE & CO.

Cleveland, Ohio
January 30, 1969

14

YEAR
1568 1967
$ 37,305,967 $35,773,031
20,550,974 21,045,694
20,237,868 21,353,089
1,639,802 1,453,269
42,300,000
10,294,792 ( 405,045)
6,411,775 ( 5,912,347)
$138.741,178 $73,307,691
$110,980,378 $45,966,218
2,411,418 3,816,131
25,349,382 13,525,342
$138,741,178 $73,307,691
b —————3 3



The Cleveland Electric llluminating Company and Subsidiaries

Results of Operations Yoin
1968 1967
OPERATING REVENUES
Sales of electric service . $200,258,168 $185,321,200
Sales of steam service . s 3,582,123 3,702,844
Total Operating Revenues . 203,840,291 189,024,044
OPERATING EXPENSES
Operation 77,268,417 70,451,109
Maintenance . . ! 13,056,760 10,905,794
Provision for depreciation and amomzanon 20,048,281 20,634,257
Taxes, other than Federal income taxes . 23,316,000 20,834,000
Federal income taxes (Notes A & B) 29,815,348 26,676,574
Net transfers from accumulated credits
for future Federal income taxes . . ( 1,303,000) ( 1,246,000)
Investment tax credit adjustments (net) | \ote B! 904,184 448,699
Total Operating Expenses . 163,105,990 148,704,433
NET OPERATING INCOME . 40,734,301 40,319,611
OTHER INCOME net, after income taxes . o e 298,486 885,195
MISCELLANEOUS INCOME DEDUCTIONS, after
income taxes . a ( 145,928) (  245,803)
GROSS lr\COME 40,886,859 40,959,003
INTEREST CHARGES
interest on first mortgage bonds . g 6,487,500 6,487,500
Interest on bank lcans and commercial paper . 832,179
interest during construction charged
to utility plant il NS TR ( 3,738,787) { 1,301,528)
Total Interest Charges . 3,580,892 5,185,972
NET INCOME (Note C) ¢ 5 $ 37,305,967 $ 35,773,031
EARNINGS PER COMMON SHARE, outslandmg
end of period (Note C! . A $ 2.78 $ 266
Earnings Retained in the Business 1968 1967
BALANCE BEG!NNING OF YEAR
As previously reported . $61,090 907 $92,:24,274
Change in accounting for property laxes Nole C; 7,996,000 7,528,000
As adjusted 69,086,907 99,552,274
ADDITIONS
Net income resulting from operations . 37,305,967 35,772,031
DEDUCTIONS

Dividends declared — common stock

Treasury stock purchases - cost less stated
common stock value

Transfer to common stock account

Total Deductions .
BALANCE END OF YEAR .

25,349,382

23,525,342

1,552,804 2,713,056
40,000,000

26,902,186 66,238,398
$79,490,688 $69,086,907

15



Financial Position at December 31

Assets

PROPERTY AND PLANT
Utility Plant ‘Note D)

Less: Accumulated provision for depreciation

and amortization

Other Plant, less accumulated provision
for depreciation

CLRRENT ASSETS
Cash .

U. S. Government and other securities .

Amounts due from customers and others,

less provision for losses
Materials and supplies .
Fuel .
Other (Note C)

OTHER ASSETS .

1968 1967

$809,964,111 $709,907,160
258,233,922 247,391,876
551,730,189 462,515,284
4,398,131 3,781,4M
556,128,320 466,296,695
3,477,481 3,254,128
20,237,868

15,186,015 15,458,994
8,051,41 7,409,737
6,483,957 7,934,164
20,877,661 18,044,037
54,076,525 72,338,928
8,191,731 6,863,351
$618,396,576 $545,498,974
e —— a1
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Notes to 1968 Consolidated Financial Statements

NOTE A — For Federal income tax purposes the Company has,
since 1954 claimed deductions for liberalized depreciation on
additions to its facilities other than those covered by Necessity
Certificates while using the straight-line method for accounting
purposes. Tax reductions resuiting from liberalized depreciation
are subject to How-through accounting treatment on the books
of the Company, by order of the Public Utilities Commission
of Oho.

NOTE B — The lability for Federal income tax has been re-
duced by investment tax credits of $1,021.758 n 1968 and
$547.806 In 1967. Pursuant to orders of the Public Utilities
Commission of Ohio, these amounts have been deferred
through « “harge to expense and are being amortized over the
estimated life of the property involved.

NOTE C — Effective January 1, 1968, the Company changed
certain of \ts accounting practices in the capitalization of over-
head construction costs and the expensing of property taxes in
order to more closely conform with those foilowed by other
Ohio electric utilities, and with general industry practices as
prescribed by the Federal Power Commission. Commencing
lanuary 1 1968, the Company also reduced its annual electric
property depreciation rate from 3.25% to 3.15% to give effect

1o the latest estimates of useful life for depreciable electric
property. These three accounting changes increased net income
for the year 1968 by $3,100,000, or twenty-three cents per share,
before deducting $200,000 for the effect of the 10% income
tax surcharge.

Beginning in 1959 the Company's practice had been to charge
to expense in the current year Ohio real and personal property
taxes which became a liability on December 31 but were appli-
cable to the subsequent year. In 1968 this practice was changed
to charge to operations in the subsequent year Ohio real and
personal property taxes wh ch became a liability on the pre-
ceding December 31. Therafore. 1n 1968 taxes of $19,400.000
applicable 1o the year 1969 have been reflected as other cur-
rent assets at December 31, 1968, and will be charged to
operations in 1969. Had the current practice been foilowed
since 1959, the total effect on earnings -etained (after appli-
cable Federal income taxes) wouid have been an increase of
$7 996,000 as of December 31, 1967; and the effect on 1967 net
income would have been an increase of 468,000, or three cents
per share Results of operations and financ'al position for 1967
and those of prior years have been correspondingly restated.

federal income taxes have been computed at the currently
applicable rates for the respective periods, including the 10%
income tax surcharge which reduced net income for the year




The Cieveland Electric llluminating Company and Subsidiaries

Capitalization and Liabilities 1968 1967
FIRST MORTGAGE BONDS (Note E) $195,000,000 $195,000 000
COMMON STOCK

No par value — shares outstanding:
13,423,538 in 1968 and 13,435,117 in 1967;
after deducting shares in treasury,
700,400 and 636,300, respectively (Note F) 180,723,427 79,942,239
EARNINGS RETAINED IN THE BUSINESS . 79,490,688 69,086,907
Total Common Stock Equity 260,214,115 249,029,146
ACCUMULATED CREDITS FOR FUTURE FEDERAL
INCOME TAXES, resulting from emergency and
defense facility amortization ) 24,754,000 26,057,000
PAYABLES, maturing 1970-1976 . 13,684,583 3,389,791
CURRENT LIABILITIES
Notes payable to banks and others : . 42,805,804 601,805
Amounts owed to suppliers and employees (Note G) . 17,873,949 13,360,654
Federal income taxes 18,293,506 18,830,656
Other taxes 38,499,808 33,613,216
Interest 1,395,883 1,243,938
Other . 1,433,275 1,059,872
120,302,225 68,710,141
DEFERRED CREDITS (Note B) - : 3,895,460 3,009,855
CONTRIBUTIONS IN AID OF CONSTRUCTION : 546,193 303,041
$618,396,576 $545,498.974
—————— _———————

1968 by $2,700,000, or twenty cents per share. The combined
effect of the accounting changes and the 10% income tax
surcharge increased net income for the year 1968 by $400.000,
or three cents per share.

NOTE D - Utility Plant, at December 31, 1968, includes the
cost of the portion of the Lake Shore Plant, located on artifi-
cially filled land. estimated at approximately $34,134 000. Such
land has been occupied since 1910, subject to such rights as
the State of Ohio or the Tity of Cleveland may have.

NOTE E — First Mortgage Bonds: 1968 1967
3% Series due 1970 $ 50,000,000 $ 50,000,000
3% Senes due 1982 . ; 20,000,000 20,000,000
2% % Series due 1985 . | . 25,000,000 25,000,000
3%% Series due 1986 . , . 25.000,000 25.000,000
3% Series due 1989 G 20,000,000 20,000,000
378 % Series due 1993 ., . | 30,000,000 30,000,000
4% % Series due 1994 = 25,000.000 25.000,000
Total . .. $195000,000  $195.000,000

For details as to future financing, see page 10 in this annual
report.

NOTE F — At December 31, 1968, outstanding cptions under
the Employee Stock Option Plan covered 118,020 shares of

Common Stock at prices ranging from $23.75 to $39.25 (95
percent of market on date options were granted prior to 1964,
and 100 percent of market on date options were granted in
1964 and subsequently) and a further 2,827 reserved shares are
currently not available for the granting of additional options,
In 1968, options for 11,168 shares, at option prices ranging from
$23.25 10 $3925, were exercised and options covering 3N
shares were surrendered.

At December 31, 1968, 24,447 shares of Common Stock were
reserved for the Employee Thrift Plan. In 1968, 41,353 shares
were sold under the Plan.

NOTE G - Unrecorded purchase commitments for materials
and services in connection with the construction program
amounted to approximately $97,326 000 at December 31, 1968,

NOTE H — The Company's pension plan provides retirement
benefits for ail regular employees. with at least ten years of
service, based primarily on length of service and total earnings.
Tre plan also provides for certain early retirement, disability
and death benefits. The pension provisions were computed as
a percentage of payroil based on actuanal estimates. The 1968
and 1967 provisions amounted to $2,630.000 and $2.450.000,
respectively. The Company's policy is to fund pension cost
accrued At the end of 1968. the value of the pension fund
adequately covered all prior service liability.

4




The Cleveland Electric llluminating Company and Subsidiaries

Financial and
Statistical Review
1968-1958

Resuits of Operations

(Thousands of Dollars)

Financial Position
Year-End
(Thousands of Dollars)

Operating Statistics

4 Years 1959 through 1967 have been
restated o retlec! the change 0 pccount-
R tor property taxes — see Note C to
Fimancial Statements

b Shares outstanding end of pernod
Years 1958 through 1960 — Restated
1o etlect & 2 lor Y stock split on May
20 1963

¢ Atter deducting shares in Treasury
T00 143 300, 530400, 636300 and
0400 0 1964-5.6-7 8, respectively

&) Includes 822,035,000 KXWHR and
$1470. ) Revenue — sales lor resale
w0 other gtilites

e Relects redemption of Preferred
Stock, $450 Senes. at $107 per share
etiective October 1, 1963

fi Net after reduchons of  $2.216.000
$53100C0 and $132.000 in 1964-5-6
respectvely. for price adjustments due
10 anhi-trust settlements. and $107 815 »n
1967 reflecting Acquisition Adjustrnents
tor all pror vears acquisitions Al
retlects rectassification (n 1965 of 2
portion of Improvements to Leased
Property as Uttty Plant, $1.053 000

TOTAL OPERATING REVENUE .

TOTAL OPERATING EXPENSES — (a)

Residential
Commercial
tadustrial
Other tlectric
Stearmn Heating

Operating Payroil L=
Fuel and Purchased Power
Other Operating Expenses
Depreciation and Amortization
Taxes, Other Than Federal Income taxes 3
Federal Income Taxes ‘a)
Provision tor Fuyture Federal Income Taxl'\ :
Transiers from Accum. Crs. for Future Fed. Inc. Taxes :
Investment Tax Credit Adjustments (Net) .
NET OPERATING INCOME — (a) .
OTHER INCOME net, after income taxes
MISCELLANEOUS INCOME DEDUCTIONS,
aiter income taxes . . .
CROSS INCOME — fa) .
INYEREST CHARGES .
Long Tarm Debt and Other Interest
Interest Charged to Construction . . w & @
NETINCOME == (@) . . « « v o o o o 5 o &

EARNINGS PER SHARE — Common — (a) (b)
DiIVIDENDS PER SHARE — Common — (b) .

- o S S S R I MY '*"”*

TOTAL ASSETS 12 x &
Utility Plant — Total . . . e %% 4B
Accum. Utility Plant Deprec and Amort
Other Plant, less accumulated deprec:anon
Current and Other Assets (a 1

TOTAL CAPITALIZATION AND LIAB) Lm{\ a
First Mortgage Bonds
Preferred Swock
Common Stock Equity — (a) -
Accum Credits tor Future Fed. Inc. Taxes
Current Liabilities and Other Credits — (a

UTILITY PLANT ADDITIONS

UTILITY PLANT RETIREMENTS . % o ’
NUMBER OF COMMON SHARES — (b) 'c; y s
NUMBER OF PREFERRED SHARES . . . . . . .«

o

KWHR SALES Thousands)

Residential

Commercial

Industrial

Other o &
ELECTRIC CLST()\\[RQ — \E\R B:0.

Residential .
Commercial
industrial
Other - .
RESIDENTIAL N-\LES D-\TA
Average Kwhr per Customer .
Average Revenue per Customer .
Average Revenue per Kwhr .
ELECTRIC PRODUCTION
Net Available for Service Area (Thousands) .

Net Ceneration . . . . "
Net Recewved from ()the $
BTU per KWHR of Net Qutput .
Fuel cost per Million BTU |
Coal Cost per Ton . .
Net 60-Ain. Max. Load — K\\ - E‘rl mter'upr.bih ;
Net Generating Capability — KW — Year ind .
STEAM HEATING
Sales — Pounds
Customers — Year End . 8 0 R s 3 o R .
POPLLATION SERVED « & i v v v s s o2 60 5 & #

Thousands) .

EMPLOYEES — YEAR END

1968 1967 1966
203,840 189024 184 246
70,335 63 446 . B2 2b§
50 194 46,398 43" N
71,655 ho,262 61 ‘
7874 7,215 9.5 wid)
3,582 To3 3547
163,106 148.7 145,149
30475 29161 2,728 |
40,998 4374 34,352 |
18,852 78 16917 |
20,048 20634 2009 |
23316 20834 20166
29 816 26,677 26621 ‘
239 2 213
1,542 1.468) 14861 ‘
S04 449 447
40734 40320 39 097
299 885 1,296
146) { 246) (378)
40 887 40,959 40015
3581 5.186 5976
7.320 5,488 . 488
13,730 1.302) 512)
i7.306 35773 34039
$ 278 3 2.66 $ 2.52
5 189 $ 1.74 $ 162
- T PRI TR R T TP S AP A
518,397 545 499 7149
809 964 T0% 907 669 581
258.234) {247,392} 231 604)
4398 37s 2954
62.269 79.203 96 218
618,397 545 499 53
195,000 195.000 1953009
260,214 249029 239144
24,754 . 26,057 27.303
138429 75413 75,702
=108 =Toeen) | T 308
10,923 5640 7120
13423538 13435117 13,494,193
o 8 ES s
12,360,792 11,254,051 11,828,586
2904 19 2666 343 251120
2.518.958 2.303.515 2149718
6444 028 5824474 5957 885
4931 615 459,719 1,.209.752(d
638,685 627.789 621,293
T 585,224 575.814 570,511
45.808 44493 43565
TA 6.957 6,692
526 525 525
4 509 4483 4268
$ 116.42 $ 10992 $ 105.70
2.42e 2.45¢ 2.48¢
13.296.025 12,070 649 11,858.149
11.592 344 1091567 11.764 953
1,703,681 1154970 93,196
10,517 10.353 10,388
26 60¢ 25.50¢ o4 RSe
$ 6.26 $ 6.09 5
2.266 000 2.086.000 1.94;
2.259.000 2.259.000 2,259
2.332.745 2,448,547 2,360,415
484 497 530
2,171,000 2,142,000 2,101,000
4528 4,330 4217
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1968 1964 1963 1962 1961 1960 1959 1958
168,067 161402 154216 146517 139,053 136,371 130,371 “T8215
Rﬁ 56,889 54 064 51,91 50,600 48 309 45 389 42,008
~ 397 T h42 35651 33876 32155 30,127 28.22% 25538
60878 57513 54 "85 51,5681 47213 48 469 L e} by 40.834
5,042 5.892 5987 5.5M 5.483 5703 5878 5912
3490 1 466 3729 3538 3582 3765 3,862 1928
132,694 127 671 122.556 116,360 109,057 107 060 102 396 94,550
26,426 25,138 24,208 23607 2927 2.3 21463 20,806
28.280 25824 25244 24065 22,374 12,905 23,785 22,673
15.698 14 868 14,320 13687 12432 12,085 11,298 10.559
2017 19984 19479 18615 16.072 15.739 14 442 13,299
19537 18 599 18027 16.740 15.329 14 647 13124 12,082
23,420 21984 19 889 17,814 18.283 16 468 16.705 11,681
2N 2.050 2.063 2,301 2.237 3690 2.295 3812
11,494y 1,200 (1.20m 1,169) 1997) (805) (716} 402)
423 424 536 To0 — — - o
36,273 331511 31 660 3057 29 99% 29.313 27,978 231665
1.301 440 Tl 657 oh” 607 314 o8
(295) 291) 233 178 [145) 13a 1139 s
17 179 34 080 32188 30636 30,518 29782 28.150 23 K48
6179 h,300 5,990 5438 5.585 6,163 4657 3,57
6 488 5,488 6,488 6 488 6,488 6,488 6,292 5.319
130%) (188) 498/ (1,050} {903) 1325) 1635 (1,745)
31100 27780 26,198 25,198 24933 231619 23493 20074
——————— e 1 === ——————3
2.26 g 201 s 183 $ 175 b 174 $ 165 $ 165 ) 1.40
$ 132 3 120 3 110 $ 1.00 $ 95 $ 90 $ 85 $ B0
e e T R e 2 BT ,a.‘-r'.,.rvw_:.ﬂ R LS P A R DL G Ly i e ¥ T BTN D Pt RIS G
528.181 518 482 504 174 516,182 502.332 481567 463,500 417,333
642,623 449,43 617,535 603,742 584,798 556 436 537157 520683
217,701 1208.040) 189,771 174,001 (158 641} (148,176} (135,698) 135,751)
2,532 2853 2,184 2.134 2.5m 2,578 2.560 2413
100,727 90926 4226 84,307 71064 70.732 59 481 29 968
528,181 518 482 504,174 516,182 2,332 481 567 462 500 417333
195,000 195 000 195.000 195 000 195,000 195 000 195000 170,000
— — - @ 25.753 25728 25,710 25.680 25654
236922 228 808 218,895 <08 809 196,084 184 414 Wa93r 160 862
28576 29819 28,989 PURRE] 27.0m 25.261 22.376 20,797
HhT 683 64 334 h1 290 38,487 57 919 51,182 47 507 40,020
=== == E————————
22,4150 17,7430 18 462 23330 35348 23533 31913 56,488
9535 55315 4.609 4 186 6 966 4274 15439 5.082
1373301 13851.712 13,844 806 13,768 730 13689824 13,623 046 13,562 246 13,507,512
— -—_ - @) 257,527 257,286 257,100 256 805 256,542
VTR MR (71 Sl A LT P e e ) 9 YR T VAR L G *A—*vm*-"unr- T ,&}»'cnw“.- b }w'ﬂvﬁ'ﬂﬂr i
10138 961 9271809 8.660 038 8,076,609 7412113 7A17147 7221419 64132332
<. 340 284 2.195.362 2073297 1983552 1.925.736 1.828723 1743157 1.6:4.087
1955123 1805726 1691301 1592973 1.496, 368 136581 1,306 264 1,183 787
5.495.238 4923986 4,536,203 4.211.309 3,714,319 3.855,780 3.790.078 3211382
348 116 346,735 359.237 288,77 295 690 346423 381920 403074
609 920 598,156 583,882 574,142 566 215 559114 549 195 537615
36123 551,113 538939 530958 523427 516,889 507 065 495,718
41475 40,034 38,353 16,988 36.756 36.302 36.270 36 091
6460 6318 5 /98 5.525 5366 5.270 5.216 5.170
o4 6N 692 671 bbh 653 644 636
4045 3876 3,750 3638 35N 3462 3376 32
$§ w158 $ 10053 5 97 80 3 9533 $ 9428 $ 91 34 $ 87.72 $ B82.68
25%e 2.5%¢ 261¢ 2.63¢ 163¢ 2 64¢ 2.60¢ 257¢
10,946 426 10,000 161 9376237 8764741 8.108 939 8 053,505 7,895 %6 7016509
10107 376 9560155 9137 443 8560894 7918612 7.920.658 7,772,765 6.562.164
838,650 440 006 238.792 203847 190,347 132.847 123147 454 345
10,293 10,033 9910 10001 9 997 1014 10,483 10,630
24 i5¢ 25.02¢ 26 16¢ 26.27¢ 627 26 36¢ 27.52¢ 218.58¢
582 $ 600 $ 6.32 $ 634 $ 645 $ 64 $ 666 $ 6599
483,000 1,717.000 1,609,000 1,518,000 1.493 000 1.423.000 1.436.000 1.333.000
2,255,000 2,236,000 2,267 000 2,267 000 2,021,000 2,021.000 2,021,000 1,909.000
23N 516 2273890 2427 241 2,496 461 2,491,743 2542283 2,626.808 2,592 464
534 518 551 567 575 600 #11 613
2,070,000 2,042,000 2,014,000 1,985,000 1,958 000 1,929,000 1,906.000 1.878.000
4041 3978 3.905 3,958 4 046 43 4372 4,546
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Auditors

Price Waterhouse & Co
Umon Commerce Building
Cleveland, Ohio 44115

Common Stock

Listed on the New York, Midwest and Pacihic
Coast Stock Exchanges; unlisted trading on the
Boston Stock Exchange. New York Stock
Exchange Symbol — CVX

Transfer Agents

For Common Stock

The Cleveland Electric lHluminating Company
P O, Box 5000, Cleveland, Ohio 44101

Manufacturers Hanover Trust Company
Four New York Plaza, New York, N. Y. 10015

Trustee

Morgan Guaranty Trust Company of New York
23 Wall Street, New York, N. Y. 10015

Registrars

For Common Stock

The Cleveland Trust Company
Euclid Avenue and East 4th Sireet
Cleveland, Ohio 44101

Bankers Trust Company
16 Wall Street, New York, N, Y. 10013
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Manutacturers Hanover Trust Company
40 Wall Street, New York, N, Y. 10015

The Cley ciand Trust Company
Euclid Avenue and East 9th Street
Cleveland, Ohio 44101

Share Owner Inquiries

Communications regarding transter requirements
or lost certificates may be directed 10 either
Transier Agent All communications regarding
dividends and changes of address should be
directed to the Otfice of the Secretary, 35 Publi
square, P O. Box 5000, Cleveland, Ohio 44101

Executive Offices

(Huminating Building
35 Pubiic Square
Cleveland, Ohio

Mail Address
Post Oftfice Box 5000
Cleveland, Ohio 44701




will help the Company meet the
expanding load growths of tomorrow
and serve with even greater efficiency

the vigorous, creative environment of

Cleveland-Northeast Ohio. The station,

to be located 20 miles east of Toledo
on Lake Erie, will be built and owned by
The Hluminating Company and The
Toledo Edison Company. It will supply
energy over a system ot interc onnected
transmission lines to the service areas
of both companies, and will strengthen

svstem reliability
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The Davis-Besse Nuclear Power Station —
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