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Madison Aven..e at Punch Bowl abd
McM' Morristown, New Jersey 07900,

. 0t)455-8200

September 9,1980
,

.

Mr. Richard H. Vollmer
'

Director, Three Mile Island-2 Support
,

j Office of Nuclear Reactor Regulation
~

U.S. Nuclear Regulatory Commission
7920 Norfolk Avenue
Bethesda, MD 20014

Re: NRC Ibcket No. 50-289 - TMI-l Restart Proceeding

Dear Mr. Vollmer:

By your letter dated September 21, 1979, to R. C. Arnold, and Mr. J. C.
Petersen's data requests sent to C. W. Smyth on November 9,1979, you .

requested us to keep the NRC informed of significant regulatory
developments affecting the CPU cocpanies. Accordingly, the enclosed
material (8 copies) has been sent for that purpose.

j

Enclosed please find a copy of the Supplemental Testimony of Dennis
Baldassari.

*

Very truly yours,

N
Lawrence E. Sweenev
Rate Department

' Tc

Enclosure

cc: M. Karlowicz (w/ene)
J. Petersen "

D. Carroll (w/o ene)
L. Centieu p"
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EXHIBIT NO. JC-300-A

Witness: D. Baldassari

JERSEY CENTRAL POWER & LIGHT COMPANY
Docket No. 804-285

Supplemental Testimony of
Dennis Baldassari

My name is Dennis Baldassari. My business address

is Madison Avenue at Punch Bowl Road, Morristown, New Jersey

07960. I am Treasurer and Secretary of Jersey Central Power

.& Light Company (hereafter referred to as " Jersey Central"

or the " Company"). This testimony is supplemental to my

original testimony previously filed in these proceedings as

Exhibit JC-300.

The first portion of my testimony (JC-300) was
O

filed for the purpose of setting forth Jersey Central's then

current financial status, the level of its near-term cash

capital expenditures and its plan to meet such capital

expenditures. That testimony was in large part designed to

support Jersey Central's motion for an immediate interim

increase in base rates in the amount of $60 million in order

to avoid immediate and irreparable injury to the Company.

By its order of May 13, 1980, the Ne w Jersey Board of

Public Utilities (hereafter referred to as the " Board")

found Jersey Central was eligible for interim rate relief

and accordingly, authorized an increase in Jersey Central's

base rates in the amount of $60 million annually. The

Exhibits filed with my original testimony contemplated such

level of interim rate adjustment. Similarily, my Exhibits
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filed herewith reflect the Board's interim rate order and in

addition anticipate that the full balance of Jersey Cen-
,

tral's rate request of approximately S113 million is
,

granted ef fective February 1, 1981.

For the purpose of these exhibits, it has been

assumed that provision for amortizing Jersey Central's

investment in the Fo rked River project over approximately
'

ten years will be allowed. This will permit the Company to

recover about SS1 million annually.

I do want to stress that this is only an assump-

tion on my part for the limited purpose of focusing the

question as to how the existing Forked River investment

might be dealt with in terms of impacting Jersey Central's

f]
cash flow and financing opportunities. From the point of

ieconomic evaluation, it is clear that Jersey Central cannot

proceed with the construction of a nuclear or coal-fired
,

generating station at Fo rked River without substantial

additional revenues and earnings, nor can it do so without

agreement by the Board and other cognizant governmental
!

agencies that to do so would be in the best interests of the I

State and its residents. I am not attempting to prejudge

what the Board and other governmental agencies involved in

the decision will ultimately conclude.

If the governmental decision were that a coal-

fired station should be built at Forked River, it would be

necessary to amortize the portion of the existing investment

i that would not be usable for the cual-fired station. Assum-'

-2-
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ing that the governmental decision were that no generating

facility should be constructed at Forked River and that only

a minor portion of the existing investment would be usable

for a generating facility at some other location, substan- .

tially all the existing investment wo uld have to be amor-

tized. ,

Moreover, assuming that amortization of a substan-
'

tial portion of the existing investment is the outcome of
i
'

the decision, the period of the amortization and the rate

base treatment of the unamortized investment would be

matters to be resolved. There are precedents in some

jurisdictions in which the unamortized investment has been

included in rate base. There are other prekedents in which

O it hee not been inc1uded in rete bese. It le not my eurgose<

or function to address the policy issues on that score.-

Instead, I had to make some assumptions to provide a basis

for the forecasting of cash flows and financing and to
'

illustrate Jersey Central's need for substantial revenues to

finance its construction program whatever the determinations

may be fo r the future of the Forked River project. In my
.

judgment, those overall revenue requirements are such that

an allowance on the order of $50 million annually in respect

of the Forked River investment is justified and I have

assumed for the purpose of my schedules that it would take

the form of amortization of the existing Forked River

investment over a 10-year period without inclusion of the

unamortized portion in rate base.

-3-
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/~' The same level of revenues associated with this
i

item can, of course, be achieved by a combination of a

longer amortization period and the inclusion of the unamor-

tized portion in rate base. Moreover, if a portion of the

existing investment is to be used in connection with the

construction of a coal-fired generating facility, the period

of amortization of the remaling investment can be shorter to

provide the same level of revenues.

The first part of my supplemental testimony and

exhibits upd ates the near term financial status of Jersey

Central and secondly, addresses Jersey Central's intermedi-

a te term requirements to maintain a construction program

which will allow it to continue to provide safe and adequate

service to its customers.

Near-Term Financial Outlook 1980 - 81-

Exhibit JC-301-A reflects Jersey Central's fore-

cast of construction expenditures which are necessary to -

meet its customers' current and future service requirements.

Although this schedule includes estimated construction.

expenditures through 1985, I will initially address only the

near-term requirements, i.e., those for the remainder of

1980 and for the year 1981. The forecast level of construc-

tion expenditures reflected in Exhibit JC-301-A is consis-

tent with the forecast of expenditures previously filed in

Exhibit JC-301 with the exception of expenditures previously

forecast for the Fo rked River Project which have been sub-

-4-
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Stantially eliminated subsequent to 1980 consistent with my

assumption as to the nature of rate relief to become effec-

tive February 1, 1981. The current forecast provides for
't

'
-capital expenditures in connection with the Company's load

management program, the Ontario Hydro Project and the

i conversion of Jersey Central's Sayreville plant from oil to

I coal. There is also reflected a reduction in contract
i

retentions during 1981 which results primarily from a
#

shifting of certain nuclear fuel enrichment payments

which were scheduled for the first quarter of 1981 and are

actually due the the Department of Energy in December 1980.,

1

In all other respects, the balance of the construction;.

i program is substantially the same as that previously filed

with the Board.
,

The aggregtte level of construction expenditures

'

are also shown on a month by month basis on Exhibit JC-302-B

'

in relation to Jersey Central's forecast.of sources and |
4

applications of funds and short term debt outstanding for

the remainder of 1980 and for the year 1981. Aside from
4

the rate increase assumptions and the above mentioned'

changes in the construction program this forecast differs ;-

from that filed in Exhibit JC-302 in only one other major

respect, namely, the inclusion of a projected 5 week outage

of the Oyster Creek Nuclear Generating facility beginning in

October 1980. This additional outage of the Oyster Creek

Plant will result in an increase in the energy costs of |

O 3ereer ce#ere1 ta tae mo=the or ootoder e=a nove=8er- seca
|
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/~'i increases in cost will subsequently increase the cash pay-
V

ments of Jersey Central during the months of November and

December.

Exhibit JC-302 filed with my original testimony,

showed that it would be necessary for Jersey Central to

exceed the $139 million borrowing limit prescribed in the
;

Revolving Credit Agreement during the summer of 1980. In

fact, Jersey Central did exceed such limit after obtaining

the consent of all of the banks participating in the credit

agreement and respective authority of the Board of the SEC.

This occurred on August 20, 1980 when bsnk loans outstanding

aggregated $156 million. Exhibit JC-302-B reflects a level

of short term. debt outstanding at the end of August, 1980,

just below the previous credit limit of $139 million. This

is as a result of stating short-term debt outstanding in
I

( this forecast on a " Ne t " basis. That is to say that
i
! short-term debt outstanding on this exhibit is actually

aggregate borrowing outstanding pursuant to the credit

agreement less cash at the end of the month. In actuality,

it is anticipated that borrowings outstanding under the
,

Revolving Credit Agreement on August 31, 1980 will still

exceed S139 million. The maintenance of such cash balance is

intended to provide the Company flexibilty in accommodating

contingencies and scheduled payments. Th is flexibility is

necessary to remain in compliance with Sections 2.03 and

2.06 of the Revolving Credit Agreement, which requires 5

Ay business days nocice of borrowing and prepayment, respec-

-6-
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em tively. For months subsequent to August 1980 on 2xhibit
! !
ts

JC-302-B, short-term debt outstanding is approximately equal

to borrowings outstanding under the Revolving Credit Agree-

ment. This Exhibit shows that, assuming the level of

expenses set forth in Mr. Preis's testimony and assuming the

full level of rate relief requested in this proceeding

becomes effective February 1, 1981, short-term debt will

have reached its peak durin. August 1980 after which there
.

will be a gradual reduction until short-term debt is vir-

tually eliminated by the latter part of 1981, the same time

at which the terms of the Revolving Credit Agreement call

for final maturity of outstanding borrowings. This reduc-

tion in short-term debt is largely brought about by the

7 assumed ability of Jersey Cental to market $50 million
(U

principal amount of first mortgage bonds during the second

half.of 1981 and, by reduction in Jersey Central's accumu-

lated deferred energy balance which should be' accomplished

through the normal operation of the Company's levelized

energy adjustment clause throughout the period. Subse-

quently, short-term debt can be utilized to provide interim

financing for construction expenditures and normal working

capital needs. Exhibit JC-303-B tracks the level of the

Company's short-term debt outstanding and accumulated

deferred energy balance through year end 1981.

This program contemplates that by year end 1981,

Jersey Central will be in a position to meet its future

(' ') financial obligations in a more normal fashion than has been

.

-7-
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the case since March 28, 1979. Short-term debt will then(v')
fluctuate on an interim basis to finance the Company's

construction program until it is appropriate to permanently

finance capital investments by the periodic issuance of

long-term debt and through the infusion of equity capital.

Such a financing program is typical of the electrical

utility industry and is necessary for the Company to attract

capital on a reasonable basis so as to meet its obligation

to provide safe and adequate service.

Exhibits JC-304-A and JC-305-A demonstrate that

even with the full level of rates herein requested the

realized return on Jersey Central's common equity will have

recovered to only approximately 7.5% by year end 1981. On

i^) the other hand, the rate increase will provide improvement
\s

in Jersey Central's calculated ability to issue funded

indebtedness (pursuant to the Debenture Indenture test),

even after reflecting the sale of $50 million principal

amount of debt in the second half of 1981. This improve-

3 ment is marked by an achieved debenture indenture coverage

ratio of 2.56 times at year end 1981. Although this ratio

and the overall level of coverage as calculated in accord-
!

ance with SEC requirements, i. e. 2.4 times, are still ,

l

somewhat less than desirable, it does demonstrate the effect

of a favorable Board determination on the ability of

| Jersey Central to restore its credit worthiness. This

ability of Jersey Central to begin to resume a more normal
e

(m) mode of operation, is essential if the Company is to attract

-8-
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. future potential investors through the traditional capital

markets'.

Intermediate Term Financial Outlook

As indicated on Exhibit JC-301-A, between now and
,

1985 Jersey Centr'al will be required to invest approximately

! Sl-1/4 billion in its construction program which is designed

to meet the future needs of its customers. As of today,

Jersey Central's total capital is approximatelj Sl.9 billion

of which about 54% of its total capitalization ($1 billion)

is in the form of debt. Historically, electric utilities

have maintained a debt capital ratio of about 55% debt.
.

However, with the upward trend of embedded interest cost,

which occurred during the mid 1970 's, due to the incremental

cost of debt capital being well in excess of embedded

interest cost and, the necessity for replacing maturing debt
'

issues with new debt issues bearing interes't rates that ,

were several times those of maturing issues, the industry in

general began to reduce its debt position. This was also

the case for Jersey Central when it stated in prior rate

proceedings before the Board that its target debt captal

ratio was between 50 and 55%. However, as a result of
i

continued inflationary pressures and the accident at Three

Mile Island, there has been an increase in the perceived
|

business risk associated with the. industry, and in partic-

ular with nuclear utilities, as ' viewed by the utility
t

- analysts. As a consequence, many utilties have sought j

-9-
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to- even.' further reduce their debt capital positions. For

example, two other New Jersey Utilities, Public Service

Electric-& Gas and Atlantic City Electric, have debt ratios

of about 48%.and 51% respectively. At year end 1981, with

the financing outlined in Exhibit JC-302-B, Jersey Cen-

tral's debt ratio will be approximately 52%. Because of the

earnings history of Jersey Central and because of the

additional risks caused by the Th ree Mile Island accident

and the subsequent regulatory, political and public response

thereto, I believe that this level of debt capital is the

maximum level. which Jersey Central can reasonably maintain

and have its securities viewed as investment grade.

Based upon the foregoing, for the Company to meet

O tee con ereceto= reeetreme te, ef ter ree1ectine the 1 eve 1 of

internal cash generation, as shown on Exhibit JC-312, it

will be necessary for Jersey Central to issue between S350-

and $400 million of additional funded indebtedness between

now and year end 1985. The annual amounts of such new debt

issuance requirements are shown on Exnibit JC-313. Al though

this is a significant amount of additional long-term debt to

be raised, I believe, that with the continued support of the

Board Jersey Central should be able to accomplish such a

financing program although at least initially, it may have

to rely on the private placement market. The balance of

Jersey Central's - external requirements must be met by an
~

increase . in its equity capital which must be provided by

retained earnings and/or additional investment by GPU.

-10-
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O Normally, a portion of such incremental equity capital would
(G

be provided through the sale of preferred stock by Jersey

Central and common stock by GPU, however, it is unlikely, at

least for the near term, that such sales could be accom-

plished. Therefore, Jersey Central will have to rely sub-

stantially upon earnings to generate this capital either in

the form of retained earnings, or reinvestment of Jersey

Central's earnings by GPU in the form of capital contribu-

tions.

Earnings will also be the key to successful debt

financing since an adequate and stable earnings record is

the primary basis of establishing credit worthiness. Good

earnings are particularly important in present capital

V(N
markets where many analysts anticipate continued increased

competition among utilities for investor dollars. Again,

this is claimed to be the result of the increased risks

perceived in investing in the utility industry.

Consistent with such views, the rating agencies

and the financial community in general have been insisting

for years that a utilities earnings must be such as to

provide an adequate level of security on its debt instru-

ments as well as to allow new equity capital. to be raised

without diluting the investment position of existing equity

holders.

Exhibit JC-314 illustrates the impac.t of the

future financing requirements on Jersey Central's embedded

(') cost of long-term debt. As new capital is added and ma-
v

-11-
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, turing : lower cost capital is replaced by new ' higher cost

issues-(assumed interest rate of 14%), Jersey Central's

embedded cost of long-term debt will continue to rise

significantly. This exhibit also provides a similar calcu-

lation for the embedded cost of Jersey Central's preferred

stock. However, the only factor effecting that embedded

cost is various sinking fund obligations since I have not

-reflected any new preferred stock during the period. I am

not stating that Jersey Central cannot issue preferred stock

.during this period. Given the return levels indicated,

Jersey Central would be able to meet its legal issuance test

as prescribed in its charter but, it is highly unlikely that

until an actual record of a satisfactory level of earnings

is established and the common equity position strengthened,

that it will be able to market such securities. Further,-

the assumed issuance of preferred stock in this exhibit does

not change the trend of the overall return requirements

although, to the extent that the Company's earnings improve

so as to create a receptiveness in the market place for such

issuance, Jersey Central would p.ursue this option. However,

for the foreseeable future, I believe that earnings will be

Jersey Central's principal source of equity capital.

In view of the increased embedded cost of debt and

the target debt ratio of 52% it will be necessary for Jersey

Central to achieve an incre'asing return on its total cap-

italization to maintain a level of debt coverage consistent

.
with investment grade credit.

-12-
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Conclusion

O The - foregoing intermediate term financial program

is-by necessity very_ tentative. Admittedly, it may be

somewhat optimistic. - It assumes that timely rate increases

will offset promptly and fully itiereases 'in operating

expenses and energy expenses due to inflation. It assumes

the timely restoration to service of TMI-1.and that the

Company's current rate increase request is granted in full.

Yet, it also demonstrates, that given the continued reason-

able and timely response by the Board and the other regula-

tory agoncies involved, the Company can achieve the finan-

cial means necessary to meet its obligations to provide safe

and reliable service in the future, as it has continuously

done in the past.

.
.

*.

Y

l
.

i
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JERSEY C"N11ML IOWER & LIGTP CO!PMN .

FORECAST OF CAPITAL EXPEND 17UIES -
($000).

I

l-

.AUG.-DOC. YEARS

! 1980 1981 1982 1983 1984 1985

l
;

Current Forecast

Generation
Forked River $ 2 546 $ 750 $ -- S - S

'

S --

2 000 5 000 20 000 23 000 --

! Sayreville Coal Conversion * -

All Other 13 849 35 715 32 138 31 370 40 168 46 734-

ibtal Generation 16 395 38,465 37 138 51 370 63 168 46 734

l Nuclear Fuel 9 297 18 403 21 915 22 457 .41 170 32 140
i

Transmission
| Ontario ifydro 1 234 3 076 40 725- 66 498 120 284 -

All Other 6 752 34 959 50 610 37 580 54 689 93 472'

1btal Transntission 7 986 38 035 91 335 104 078 174 973 93 472

Distribution 10 303 39 712 47 760 50 876 53 065 51 089
.

6 600 12 800 12 800 - -

Load Management -

Other 499 3 311 3 428 14 761 4 241- 2 041

Ybtal Construction 44 480 144 526 214 376 256 342 336 617 .225 476

- - - - M[Contract Retentions 22 891 4 422- g-

Ubtal Capital Expenditures S 67 371 S148 948 S214 376 $256 342 $336 617 S225 476 h
I$

*
!.

.-
c

|
*Assunes Federal Government Will Provide 50% of Conversion Cost - 7bcal Project $100 Million g8 ?

| 5. $
$b,

| 4
; r

.
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Exhibit No. JC-302-B
Witness: D. Baldassari
Page 1 of 2.

JERSEY. CENTRAL POWER & LIGHT COMPANY
'

SOURCE & APPLICATION OF FUNDS AND SHORT-TERM DEBT OUTSTANDING *
($000)

July August September October November December

1980 i

IppTication o'f Funds

Construction $ 7 837 $ 12 600 $ 8 161 $ 7 700 $ 8 182
Contract Retentions 3 023 1 720 178 (590) 18 560
Sinking Funds 500 100 180 280 1 250

Total $ 11 360 $ 14 420 $ 8 519 $ 7 390 $ 27 992

Source of Funds

Internal Sources $ (4 140) $ 19 320 $ 29 619 $ (7 710) $ 13 292
Base Rate Increase. 5 000 4 800 4 900 4 700 5 000
Long-Term Debt - - - - -

Short-Term Debt 10 500- (9 700) (26000) 10 400 9 700

Total $ 11 360 $ 14 420 $ 8 519 $ 7 390 $ 27 992

O .
.

Short-Term Debt Outstanding $128 000 $138 500 $128 800 $102 800 $113 200 $122 900

'

* Assumes $60 million of rate relief effective 5-15-80 and an additional $113 million
effective 2-1-81. (For presentation purposes only, $51 million utilized to write off
Forked River investment.)

O

.
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.lprosy Leest rel Posser & B 6qht Campuvy

Smen ce & Asylicat iene of f emmis neuf Sivert-term (14.t Out st eeminewg*
($4WW)

Ave. f ede, her . M. g Ann Asly h Sept . In-t . Nov. lur. Year

198_1
Appt 6 cat hawi of f tevis

feewit tirt l<me $ 10 159 $ In 349 $ 12 Oli $ 12 459 $ 13 076 $ 12 775 $ 10 279 $ 9 244 1 9 682 $ 19 H94 $ 8 70t1 $ 10 1732 $144 526
t' twit rac t Het es,t laxie lim) ! MMI - 7%) . . 691 698 690 . . . 4 422
Hef sewar nswy 2 258 . . . - - 2 343 . - . - - 4 6nt
Suik ssuj f im la - 3fM) 4 url . - 1 250 120 Sahl Itm BHD 2110 1 250 _ 8 500fot al $_1MH $ 12 149 $ 17, 4_17 $ Il 2fr9 $ H 076 $ 19 1825 $ II 435 $ to 415 May 1 20 074 1 8 900 $ 18 342 1162 129

se .rce of I...i.
,

Intersul Smerc es $ 22 917 $ 5 549 $ 16 747 $ 12 509 $(26 824) $ 27 925 $ lo 733 $ (8 965) $ 26 872 $ 28 374 $(ll 620) $ 1 142 $ is 329
H.no Hate fer;emue 5 itMa 10 IIM 14 8tN) 14 300 12 Ukt 14 nul 14 6tM) 1) sul 14 Stil 10 9til 12 500 15 GM 153 21st
t empl-Ice e Iket - - - . . . . 50 saul - - . . $n gami
tempiet ary Invest minat e . . . . . . . . () 6(U) (12 2tN1) 17 LRK) - -

Muns t - f er s tieht (15 MMI) (1 MMI) (14 11MI) (11 4tKI) 27 91MB . ( 22 9141) (il 9tMI) (44 2tfl) (25 300) - 10 Mxt (4 asill) (117 4 al)
lutel $M SQ $ 12__149 $ 17J 7 $ ll _209 $ ll 1l76 $ 19 025 $ B 5 All $ 10 4 55 $ 10 472 $ 20 074 $ 8 911() $ II 142 $162 129

Weert -t ere Diet thet at asufinal $l 4fi]t g $ 89 tWMi $_76 edm $1f a4_1(M) $ H14tM) $_ 69 MN) 125 3INI - _- [10 Siul $ $ Mun

0 0

6 9
*Assenes $fJ) Hallitui of Rete Rolnef E f fect 6ve Key 15,19MI arml Aktet 6 veal $llt Milllass (f feict Ave
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Exhibit No. JC-303-A

Q Witness: D. Baldassari

Jersey Central Power & Light Company :

Deferred Energy Balance and Bank Borrowings !
|

160

140 -
.

| '. .,
/ i

i
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' !i./
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'
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JERSEY CENTRAL POWER & LIGHT COMPANY Exhibit No.-JC-304-A
FORECAST INCOME STATEMO;TS Witness: D. Baldassari

1980 and 1981
(000)

O
1980 (2) 1981

Revenues:

Base $582 722 $ 595 186
Rate Increase (1) 35 200 155 300
Energy Clause 273 281 361 352

Total 891 203 1 111 838

Operating Expenses:

Fucl, Purchased Power & Interchange 479 404 462 886
Deferred Energy (34 549) 67 459
Payroll and 0&M 159 812 204 011
Depreciation 60 548 64 432
Taxes other than income taxes 107 585 120 849

Total Operating Expenses 772 800 919 637

Operating Income before Income Tax 118 403 192 201
Income Taxes 9 534 51 722
Operating Income after Income Tax 108 869 140 479

Non-Operating Income:

.]k AFC - Equity 9 644 5 389
Other, net 322 (310)
Income Taxes (414) (134)

Total Non-Operating Income 9 552 4 945

Gross Income 118 421 145 424

Interest Expense:

Long and short-term debt 88 456 82 810
Other interest 3 081 615
Allowance for Borrowed Funds, net (11 312) (6 188)

Total Interest Expense 80 225 77 237

Net Income 38-196 68 187
Preferred Stock Dividends 18 343 18 075
Income Available for Comon $ 19 853 $ 50 112

Long Term Debt Coverage Ratio 1.78_ 2.56

Return on Average Comon Equity 3.01% 7.49%

NOTES

O (1) Reflects $60 million effective 5-15-80 and an additional $113 million effective
2-1-81. (For presentation purposes only, $51 million utilized to write off
Forked River investment.)

.(2) Reflects' actual results of operations through July 1980.

o
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Exhibit No. JC-305-A
Witness: D. Baldassari

q Page 1 of 2
Q ,i

JERSEY CENTRAL POWER & LIGHT COMPANY

EARNINGS AVAILABLE & FINANCING CAPABILITY

EFFECT OF RATE RELIEF 1980-81

($000'

1980 Aug. Sep. Oct. M. Dec.

12 Mos. Operating Income $105 485 $ 99 713 $ 96 423 $ 93 740 $ 91 676
Adjustment for Actual thru 7-31-80 (8 473) (8 473) (8 473) (8 473) (8 473)

Adjusted Operating Income 97 012 91 240 87 950 85 267 83 203

Rate Increase Effect (1) 15 800 20 600 25 500 30 200 35 200
Operating Income w/ Rate Increase 112 812 111 840 113 450 115 467 118 403

12 Mos. Non-Operating Income 28 750 26 147 23 549 20 892 18 571
Adjustment for Actual 714 714 714 714 714

Adjusted Non-Operating i..cume 29 464 26 861 24 263 21 606 19 285

Earnings Available:
-~s w/o Rate Increase $106 713 $100 364 $ 96 745 $ 93 794 $ 91 523
i ,) w/ Rate Increase $124 093 $123 024 $124 795 $127 014 $130 243s

Annualized Interest on LTD
w/o c inancing $ 73 222 $ 73 217 $ 73 208 $ 73195 $ 73 195
w/ Financing ($50 million FMB) - - - - -

Coverage Ratio (2):
w/o Rate Increase & Financing 1.46 1.37 1.32 1.28 1.25
w/ Rate Increase 1.69 1.68 1.70 1.74 1.78
w/ Rate Increase & Financing - - - - -

Additional LTD Issoable 3 14%
w/o Rate Increase - - - - -

w/ Rate Increase - - - - -

w/ Rate Increase & Financing - - - - -

Notes: (1) Reflects $60 million effective 5-15-80 and an additional $113 million
effective 2-1-81. (For presentation purposes only, $51 million utilized to
write-off Forked River investment.)

(2) Per the Company's Debenture Indenture.

/~'()g
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I RSEY CENTRAL POW LIGHT COMPANY

"

EARNINGS AVAILAOLE & FINANCING CAPAHILITY

EffECT Of RATE RELIEF 1980-81 ;

($000)
.

1981 Jan. feb. Mar. Apr. M June July Aug. Sept. Oct. Nov. Dm.

12 Mos. Operating Income $ 89 901 $ 86 344 $ 83 478 $ 82 456 $ 82 103 $ 77 549 $ 77 351 $ 77 449 $ 76187 $ 78 265 $ 77 352 $ 76 993 -

Adjustment for Actual thru 7-31-80 (8 473) (8 473) (8 473) (7 264) (5 425) (879) - - - - - -

Adjusted Operating locome $ 81 428 $ 77 871 $ 75 005 $ 75 192 $ 76 678 76 670 77 351 77 449 76 187 78 265 77 352 76 993

Rato Increase Ef fect (1) 39 960 46 448 57 636 68 124 76 112 83 300 88 488 94 876 100 964 103 352 100 840 115 208
Operating Income w/ Rate Increase 121 388 124 319 132 641 143 316 152 790 159 970 165 839 172 325 177 151 181 617 186 192 192 201

12 Mos. Non-Operating income 15 944 12 816 10 088 9 952 9 933 10 037 10 152 10 233 10 308 10 468 10 550 10 546
Adjustment for Actual 714 714 714 579 433 520 - - - - - -

Adjusted Non-Operating Income 16 658 13 530 10 802 10 531 10 366 10 557 10 152 10 233 10 308 10 468 10 550 10 546

Earnings Available:

w/o Rate locrease $_89_.._571___1_85__658___ U m 1 82_711 $ 84_546_. _ $ U_4 337_ __$ _8_5_086__$ 85 194 _ _$ 83__806_Q(y _ _$ J15J1LQ4J92
w/ Rate Increase $15 3 _527. _ $136 _751_ __$143 443_ _$153_ 847 _ _$163 156 _._$170 527__ _$175_ 9_91_._$182,5L$,187 _459 _ R91fLp 9L7,4L{20,2,247

Annualized Interest on LID

w/o financing $ 7 3 025,_$ 7 3_007___$ _72. _607____$ 72 607 _$ 72_607 _$ 72__6_07 $_ _7_2_426 _ _$ _72__5_80_ _ _$ 72_ 37_5 _ $ _72 367 i 72 353 MJ5J
w/ Financing ($50 million FMB) - - - - - -

_ _1 79_180 _ _1_79 _3 7 5._. $ _79.267 _ _$_ _79_ 35 3 _ _$ _79_ _3 5 3_

Coverage Ratlo(2):
w/o Rate Ircrease & Financing 1.23 1.17 1.14 1.14 1.15 1.16 1.17 1.18 1.16 1.19 1.18 1.17

w/ Rate Increase 1.83 1.87 1.97 2.12 2.25 2.35 2.43 2.52 2.59 2.65 2.72 2.80
w/ Rate Increase & financing - - - - - - - 2.30 2.36 2.42 2.48 2.56

Additional LIO Issuable u 14%
w/o Rate Increase - - - - - - - - - - - -

w/ Rate Increase - - - $ 30 000 $ 64 000 $ 90 000 $111 000 $134 000 $152 000 $169 000 $185 000 $207 000
w/ Rate Increase & financing - - - - - - - $ 84 000 $102 000 $119 000 $135 000 $157 000

tbtes: (1) Reflects $60 million eff ective 5-15-80 and an addit ional $113 million
effective 2-1-81. (for presentation purposes only, $51 million utilized yxm
to write-off forked River investment.) yg[

$$y
"(2) Per the Company's Debenture Indenture. o
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Exhibit No. JC-312
Witness: D. Baldassari

-

JERSEY CENTRAL POWER &-LIGHT COMPANY
DETERMINATION OF EXTERNAL CAPIT/1 REQUIREMENTS

(5 MILLIONS)

1982 1983 1984 1985

Capital Requirements

Construction $214 $256 $336 $225

Sinking Fund Refinancing 13 43 23 62

TMI Recovery (Net) 8 15 16 -

Total $235 $314 $375' $287

Internal Sources
Depreciation $ 69 $ 73 $ 78 $116

Amortization of Nuclear Fuel 20 24 26 28
' Deferred Taxes 18 27 11 36

Forked River ~ Amortization 51 51 51 ' 51

Total 158 175 166 231
,

External Capital Requirements * 77 139 209 56

Total $235 $314 $375_ $287

* Includes Retained Earnings and/or Capital Contributions from GPU.

b
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Exhibit No. JC-313
Witness: D. Baldassari

(O
-: J'

JERSEY CENTRAL POWER & LIGHT COMPANY
DETERMINATION OF NEW DEBT ISSUANCE REQUIREMENTS

(5 Millions)

1982 1983 1984 1985
_C__hange in Capitalization -

. Capital-Beginning of -Year
-(Excl . STD) $1 805 $1 875 $1 971 $2 157

Less Maturities:
Debt (10)- (41) (20) (60)
Equity (3) (2) (3) (2)

Plus:
External Requirements

(JC-312 ) 77 139 209 56
Beginning STD Outstanding 6 - - -

Capital End of Year $1 675 $1 971 $2 157 $2 151

Maximum Debt Ratio 52% 52% 52% 52%

Debt Capital
End of Year S 975 $1 024 $1 124 $1 119

Cs) Beginning of Year 930 975 1 024 1 124-

Change 45 49, 100 (5)
Plus Faturities 10 41 20 60

New Issuance Requirement S 55 $ co $ 120 $ 55

.

O



.m
. .

Exhibit No. JC-314
Witness:.D. Baldnsari

, JERSEY CENTRAL POWER & LIGHT COMPANY
IMPACT OF FINANCING REQUIREMENTS ON EMBEDDED CAPITAL COST

(S Millions)

1982 1983 1984 1985
Long-Tem Debt

Beginning of Year $ 930 $ 975 $1 024 $1 124
Less: Maturities-Issues - (35)- (15) (53)

-0ther (10) (6) (5) (7)
Plus New Issues 55 90 120 55

End of Year 5 975 $1 024 $1 124 $1 119

Annual Interest on LTD

)) $ 79 $ 86 $ 94 $ 1108eginning of Year

Less: Maturities-Issues (2)- (4) (1) (4)
-Other( (1) (1) (1)-

Plus New Issues 0 14% 8 13 17 7

End of Year $ 86 $ 94 $ 110 $ 112
'

Embedded Cost of LTD
Beginning of Year 8.5% 8.8% 9.2% 9.8%
End of Year 8.8% 9.2% 9.8% 10.0%

Preferred Stock"
Beginning of Year $ 202 $ 199 $ 197 $ 194

Less: Maturities (3) , (3) (2) (3) (2)

End of Year $ 199 $ 197 $ 194 $ 192

Annual Dividend on P/S
Beginning of Year $ 18 $ 18 $ 17 $ 17

Less: Maturities (3) (1)
,

- - -

End of Year $ 18 $ 17 $ 17 $ 17

Embedded Cost of P/S
Beginning of Year 8.9% 8.8% 8.7% 8.7%
End of Year 8.8% 8.7% 8.7% 8.6%

Notes:
(1) 1983: $35 Million 0 10-1/4%, 1984: $5.9 Million 0 3-1/4% and $8.7 Million 0 3-1/8%.-

1985: $17.9 Million 0 3-1/2% and $35 Million 0 10-1/4%
(2) Other Maturities 0 Beginning Embedded Cost Rate
(3) Sinking Funds on 13.50% Series F and 11.00% Series G

,

,
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Exhibit No. JC-315
Witness: D. Baldassari

Ib'

JERSEY CENTRAL POWER & LIGHT COMPANY j
RETURN REQUIREMENTS TO ACHIEVE FINN 4CING PROGRAM j

AND MAINTAIN 2.6 TIMES COVERAGE *
($ Millions)

1982 1983 1984 1985

Ending Caoitalization

Long-Term Debt $ 975 $1 024 $1 124 $1 119
Preferred Stock 199 197 194 192
Common Equity 701 750 839 840

Total $1 875 $1 971 $2 157 52 151

Caoitalization Ratios |
Long-Term Debt 52.0% 52.0% 52.1% 52.0",
Preferred Stock 10.6 10.0 9.0 8.9
Common Equity 37.4 38.0 38.9 39.1

()(_,, Total 100.0% 100.0% 100.0% 100.0%

Embedded' Cost
Long-Term Debt 8.8% 9.2% 9.8% 10.0%
Preferred Stock 8.8 8.7 8.7 8.6

Weighted Return - Realized
Long-Term Debt 4.6% 4.8% 5.1% 5.2%
Preferred Stock .9 .9 .8 .8
Comon Equity 3.1 3.3 3.6 3.7

To ta l ** 8.6% 9.0% 9.5% 9.7%

* Coverage 012-31-81 w/ Full Rate Increase.
** This is the overall return which would

have to be realized on Total Capital
to maintain 2.6 times coverage. If the
Company's investment in TMI #2 and the
unamortized Forked River balance are
non-earning, the approximate comparable
return on rate base would be as folicss:

i

1982 10.8% I
1983 11.0% |,_,

( i 1984 11.4% |'''
1985 11.4% l

!
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