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With the rising cost of new power
plants, improvement and maintenance
of existing facilities becomes in
;.'e»as'ﬂu"‘; important. Shown here is
new control equipment at Goudey
Station near Binghamton, a plant

which produces 129.000 kilowatlts

from elactricity aen B ui
ro electricity generating units
ed over 30 years ago




Highlights of the Year

1981 1980 Increase Percent

Gross operating revenues (thousands) ......... ... ... $ 767539 $ 645314 $122225 19
Income before interest charges (thousands) ............ $ 175764 $ 145886 $ 29878 20
Earnings available for common stock (thousands) .. ... .. $ 90265 $ 73637 $ 16628 23
Earnings per share of common stock ... ... .. .... ... .. $2 95 $2 70 $25 9
Allowance for funds used during construction

per share of commonstock ... ... ... ... ... ... $107 $1.13 $( 06) (5)
Dividends paid per share of common stock .. .......... $1.94 $1.82 $12 7
Taxes per share of common stock . .................... $3.51 $2.98 $53 18
Electricity sales to ultimate customers (million kwh) . ... .. 11,008 10,742 266 2
Gas sales (thousand dek~therms) . . .. 39,956 37,658 2,298 6
Cost of fue! for electric generation (theusands) . ....... $ 177592 § 151404 $ 26,188 17
Total utility plant (thousands) ................. $2.391.712 $2117.241 $274.471 13
Expenditures for construction (thousands) . ............ $ 265545 $ 154516 $111.029 72
Book value per share of common stock (average) .. ... .. $22.01 $21.92 $09 -
Market value per share of common stock (year end) ... .. $15.00 $14 88 $12 1

ThE ANNUAL MEETING of stockholders will be held at the Corporation's
General Office Building on Route 13 (Dryden Road) in the Town of Dryden
NY on May 14, 1982 at 11 am. Formal notice of the meeting. a proxy state-
ment and form of proxy will be sent to stockholders in early April



To the Owners of NYSEG:




Another important regulatory
decision pending s the Public
Service Commisau's study of the
economic and financial imph-
cations of continuing construction
of Nine Mile Point Il nuclear
generating station The Company
is one of five utiity owners
and holds 2n 18% interest in the
plant which is about one-third
built It is beng constructed
by Niagara Mchawk and is
scheduled for operation in late
1986 The PSC has substantially
completed its deliberations
indicating that completion of the
plant is warranted. A decision
has not yet been formally issued
It is possible that the decision
will include incentive provisions
that benefit or penalize the
project's owners if certain costs
vary from prescnbed target levels

The estimated cost of Nine Mile
Point Il has nsen sharply since
1974 when the project started
L tke other nuclear plants presently
L under construction, costs have
been affected by inflation, high
interest rates, and revisions in
regulatory requirements, some of
which stem from the Three Mile
Island accident Since capital
costs of other sources of electricity
have also increased matenally,
the relative economic advantage
of Nine Mile Paint Il temains
largely unchanged. Moreover, the
addition of nuclear capacity will
reduce the state s dependence on
imported oll

Last October's favorable rate
decision should permit some
closing of the gap, experienced
in recent years, between allowed
return on common sStock equity
and the return actuall; earned
While we do not anticipate earning
in 1982 the full 17% return
granted by the PSC last October,
we do expect 1o come closer
to earning the allowed return than
in previous years

Rate decisions in the past year
and other developments indicate
that the regulatory climate in New
York is improving. We were en-
“ouraged recently to read a PSC
administrative law judge's rec-
ommended decision in a thorough,
two year-long proceeding ex-
ploring utihty financial needs His
principal finding i1s that including
construction work in rate base
is the most effective and lowest-
cost method to enable utilities to
maintain financial integrity
We heartily agree and hope this
proceeding, which 1§ expected
to be completed in 1982, will re-
sult in further improvement
of regulation in New York

To use a phrase heard quite
reqgularly these days in the electric
utility industry, we are beginning
to see light at the end of the
tunnel Barring adverse develop-
ment; we expect 10 be able
to finance construction expendi-
tures for Somerset. which peak
in 1982 and 1983, then return to
something resembiing normalcy
in the mid-1980s. For our stock-
holders it will mean fewer issues
of new common stock which
tend to dilute earnings For our

customers it will mean moderating
increases n electric and gas
rales. The extent of moderation will
depend on the rate of inflation

in last year's Annuai Report we
included a readership survey
card which many stockholders
completed and returned to us We
appreciate the response as
your replies and comments help in
planning this report and other
stockholder communications

We look torward to the future
with confidence. NYSEG has a
fine service area, a competent
management team, and an
employee group that is second to
none in the utility industry
Employee dedication is amply
demonstrated durnng storms and
other emergencies when long,
tedious hours are devoted
to restoring service In addition to
their work responsibilities, many
employees spend off-hours in
community activites We take this
opportunity to acknowledge
emplnyee contributions and thank
them for a job well done.

For the Board of Directors,

( "4.,.,.9&«....;4‘1,__—4

Chairman and Chief
Executive Officer

W /”M/

President and Chief
Operating Officer

March 1, 1982



Condensed Statement

of Income
1981 1960 Increase
(Thousands of Dollars)
REVENUES
Sales of ewectricity $609.178 $506.502 $102.676
Sales of gas 158.361 138,812 19,549
Total 767.539 645314 122,225
EXPENSES
Wages and salaries of employees and contricutions 10
retirement and insurance plans (exclusive of
$44 504 000 in 1981 and $43.046,000 in 1980
charged to construction, etc.) 83,044 73,442 9,602
Fuel used to produce electricity 177,592 151,404 26,188
Electrnicity purchased and nterchanged 7.029 (2.030) 9059
Gas purchased 112,176 100.895 11,281
Other matenals, services and research 77,100 57,822 9278
Federal taxes 39.044 21,600 17,444
State and loca' taxes 68.264 59,838 8,426
Depreciation 49 448 47 486 1,962
Total 613,697 520,457 93,240
Income available to investors 153,842 124.857 28,985
ALLOWANCE FOR FUNDS USED
DURING CONSTRUCTION 32,719 30 925 1.794
INVESTORS' SHARE
interest on bonds 67.389 59 967 7.422
Interest on notes payable and other 11.371 7611 3.760
Dividends on preferred stock 17 536 14 567 2.969
Dividends on common stock 58.657 49 091 9,566
Total 154,953 131,236 23,717
RETAINED IN THE BUSINESS $ 31608 $ 24546 $ 7062




General Review
of the Year

Earnings and Dividends

Operating Income Rises 26%

Operating income was $145 million
an increase of $30 miliion. or 26%
over 1980 Revenues increased $122
ncluages $57 mithon
from higher electric and gas rates and
$48 million from increased fuel

and purchased-gas costs includged in
billings Operating expenses, ex
cluding enerqy product'on costs
were up 3%, largely as a result of
inflationary rises in labor and
materials expense

mlhior, whict

interest charges, including interest

on short-term adedt rose $11 mil
) 3! 10) 5 N

o

on, or 17% Higher interest rates and
ncreased borrowing required to
finance construction were largely re
sponsibie 1or the Increase

Allowance for funds used dunng
construction was 36% of earnings
avallable for the common stock. This
18 a decline of six percentage
points trom 980 and reflects rate in
creases which allowed construction
work in progress in rate base

“\lh_!w(l"‘f e ftor tunds useqg \]u'lr,r;
construction represents financing
cast, such as bond interest, that is
allocated to major projects under
construction. It does not constitute
cash earnings

Earnings avalable for the common
stock of $90 million increased 23%
over 1980 On a per-share basis
earnings of $2 95 were up only
9% because of a 12% increase in
average number of shares out
standing

The quarterly dividend rate on
the common stock was raised from
47 to 50 cents eftective with the
August 15, 1981 payment. This is the
fourth consecutive year the divi
dend rate has been increased. The
ngher dividend. together with a

greater number of shares outstanding,
increased total common Stock
dividends $10 million, or 19%

After dividends, the balance of net
ncome of $32 million was added
to common stock equity

For federal income tax purposes, it
is estimated that no portion of
1981 gividends was a return of capital
therefore the dividend is fully
taxable as ordinary income Similarly
the Company anticipates that no
portion of 1982 dividends will be
considered a return of capital

Dividend Reinvestment Fian
New Tax Break For
Stockholders

The Economic Recovery Tax Act of
1981 provides a tax benefit for eligible
stockholders reinvesting dividends
in qualitying utility companies such
as NYSEG Beginning in 1982
stockholders can exclude up to $750
($1.500 on a joint return) of re
invested dividends from their taxable
income. If the shares purchased

are sold after one year, the proceeds
wiil be taxable at capital gains

rates which are lower than tax rates
on ydinary income There are

certain US. Treasury requirements
regarding retention of shares
Jnder present law, the tax benefit
terminates at the end of 1985
During 1981, participation in
the Dividend Reinvestment and Stock
Purchase Plan increased from
12.000 to 14,000 stockholders These
stockholders, representing about
20% of the total number of stock-
holders. purchased over $13 million
in new shares by reinvesting
dividends or making optional cash
purchases. This compares with
$8 million in 1980
In January 1982 stockholider par-
ticipation in the plan increased from
20 to 25%, probably because of
the new tax law benefits
lhe plan allows shareholders to re-
invest quarterly dividends and
make monthly cash payments of up
to $5.000 quarterly for purchase
of shares. Dividends reinvested pur-
chase shares at 95% of the average
market price on the dividend
payment date There are no service
charges or brokerage commissions
If you are interested in enrolling
in the plan or desire further informa-
tion, please write
NYSEG Shareholder Services
P O. Box 200. Ithaca, New York
14850

Total Operating Revenue
Millions of Dollars

@S ELECTRIC
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Rate Matters
$133-Million Rate
Increase Approved
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informing the public about energy
matters is an important facet of NYSEG
activities. Top: Youngsters visit an
energy museum at a Company office
Bottomright As partofanenergy seminar
a group of teachers tours an g/ectncity
generating plant. Bottom left. Displays
at fairs and exhibigons help provide
the public with information about wise

enerqQy use and conservation
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1983 test year. It also includes A large part e purchases from
revenues for recovery over ten years the Power Authority are from hydro
ot expenditures on the abandoned projects on th:: Niagara and St
New Haven and Jamesport nuclear l.awrence Riv:irs. The chairman of the
projects Authority has proposed a realloca
tion of this ow-cost power througt
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|
- Terminated Nuclear Projects
| Recovery of
Expenditures Pending

in 1979 and 1980 the New York State
Board on Electnc Generation Siting
and the Environment turned down
proposals by NYSEG and Long Island
Lighting Company to build jointly-
owned nuclear generating plants at
New Haven in upstate New York
and at Jamesport in eastern Long
Island

The Company 1s seeking PSC
approval to recover its expenditures
on the projects throv'gh rates ove
a period of years. About $60 mullion
(343 million after tax effect) had
been expended by NYSEG on James-
L port and $44 million ($33 million
after tax eftect) on New Haven Most
of the outlays were for environ
mental studies and other pre-con-
struction work required by law

in September 1981 a PSC adminis-
trative law judge recommended
that recovery of the New Haven ex-
pendtures be approved A PSC
decision in the matter 1s expected
shortly. Action on the Jamesport
application 1s not expected until late
1982

1981 Construction
Expenditures Total Aimost
£300 Million

Construction expenditures in 1981
were $298 million which includes $33
million of allowance for funds used
during construction. Principal outlays
were $123 million tor Somerset
Station. $62 million for the Company's
share of Nine Mile Point 1l ang $10
million for a hydro-electnc project

on the Hudson River ai Mechanic-
vilie. 1 he remainder was spent on

Despite high mortgage rates and
qenerally-reduced housing activity,
construction of new dwelling units
continued in 1981 Residential cus-
tomers added during the year included
4,200 for electric service and 540 for
gas. Most new residences use elec-
tneity or gas for space heating

projects for general mprovement of
electric and gas systems, inciuding
$43 million for minor projects. each
costing $25.000 or less

Future Construction
Outlays Continue at
Record Highs
Outlays for construction are planned
to continue at high leveis through
1984 when Somerset Generating
Station is expected to be sompleted
it is estimated that construction
expendnures in 1982 through 1984
will aggregate $1,533 million, which
includes $281 million of allowance
for funds used dunng construction
Somerset and its related rail facility
will require $886 million. The
Company's share of the Nine Mile
Point Il project is budgeted for $300
million. Other large expenditures
include $67 million for improvements
at existing coal-fired generating
faciities and $60 million for additions
to hydro-electric generating capacity
The remainder of the three-year
program is allocated for general
reinforcement of the Company s elec-
tric and gas systems

Continuation of the construction
program is contingent upon, among
other things, receipt of adequate
electric and gas rates. if the PSC does
not permit higher revenues to
cover increased costs, the Company
may be unable to finance the
entire program

Financing
Cash Needs Amount to
$374 Million

Like construction expenditures,
financing reguirements reached new
highs in 1981 Cash needs were
$374 million which included $265 mil-
lion for construction, $65 million
for maturing securities and $44 million
for reduction in short-term debt

About $80 million, or 30% of
construction expenditures, was gen-
erated internally. Sale of securities
provided $270 million The remainder
of the $374 million came from a
reduction in working capital and $11
million received as the Company's
share of a settlement of nuclear fuel
supply litigation

Sales of securities during the year

industrial Electric Revenues

Stone. clay and glass products
Machinery except electrical
Food and kindred products
Transportation equipment
Electrical machinery and supples
Fabricated metal products
Primary metal industries
Rubber and plastic products
Chemicals and allied products
Paper and allied products
Printing and pubiishing
Instruments and related progucts
Nonmetal mining. excluding fuels
Wood products. except furniture
Leather and leather products
Textile mili products
Petroleum and refining
Metal mining
Furniture and fixtures
Appare! and other texhie products
Miscellaneous mndustnes
Unclassihed (under 50 kw demand)
Total

Total electnc revenues

1981 Percent
{thousands) of total
$ 17645 14.5%
13579 112
11.149 92
10.751 88
10,283 85
10.131 83
9954 82
8 253 68
4 165 34
3443 28
3.048 25
3.032 25
3018 25
2019 1.7
1.321 10
1217 10
1205 9
1.098 9
21 8
265 2
2.145 18
__ 2976 25
$121618 100.0%
$609 178

1
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Market for Common Stock and Related
Security Holder Matters

The Company's common stock is listea on the New York Stock Exchange The number of stockholders of record
at January 20, 1982 was 71,464

Price of Common Stock

. New York Stock Exchange Composite Divicends Paid

e ___198} S 1980 Per Snare s
High Low High _Low 1981 1980
Firct quarter 316 $13% $17 $13% $47 $44
Second quarter 16 14 17V 14"% a7 44
Third quarter .. . 164 14 17%: 15% 50 47
Fouith quarter 15% 14 16%a 13% 50 47

Dividend Limitations: After dividends on ail outstanding preferred siock have been paid, or declared and funds set
apart for their payment, the common stock is entitied to cash dividends as may be declared by the Board of Directors
out of retained earnings accumulated since December 31, 1946 Such dividends are limited if Common Stock Equity
(39% at December 31, 1981) falls below 25% of total capitalization. Dividends on common stock cannot be paid unless
all sinking fund requirements of the preferred stock are met. The Company has not been restricted in the payment of
dividends on commaon stock by these provisions

cemfied public accountants

l|&l. rand

To the Stockholders and E ard of Directors
New York State Electric & Gas Corporation
Ithaca, New York

We have examined the balance sheets of New York State E'aectric & Gas Corporation as
of December 31, 1981 and 1980 and the related statements of income, retained earnings
and changes in financial position far each of the three years in the period ended Decem-
ber 31, 1981 Our examinations were made in accordance with generally accepted audit-
Ing standards and. accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances

In our opinion, the financial statements referred to above present fairly the financial
position of New York State Electric & Gas Corporation at December 31, 1981 and 1980
and the results of its operations and the changes in its financial position for each of
the three years in the period ended December 31, 1981, in conformity with generally
accepted accounting principies applied on a consistent basis

Cngww oA T“\o.ao(

New York, New York
January 29, 1982
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New York State Electric & Gas Corporation

Balance Sheet

ASSETS

UTILITY PLANT, at original cost (Note 1)
Electric
\24S
Commaon

Less accumulated depreciation

Net utility plant in service
Construction wark in progress (Notes 8- 10)

OTHER INVESTMENTS (Note 3)

CURRENT ASSETS
(JH‘:"
Special depos!ts
Accounts receivable
Fuel at average cos!
Matenals and supplies, at average cost
Prepayments

DEFERRED CHARGES
Fuel costs deferrad (Note 1)
Other

CAPITALIZATION AND LIABILITIES
CAPITALIZATION (Notes 4-7)
Capital stock and retained earmings
Preterred stock redeemable solely at the option of the Company
Preferred stock subject to mandatory redemption requirements

Comman stock equity
Commaon stock
Capital in excess of par value
Retaine { earnings

Tolal common stock equity

Long-term debt

Total

CURRENT LIABILITIES
Securities o be redeemed or due within one year
Notes payable - commercial paper (Note 7)
Accounts payable
Dividenris payable on preferred stock
”(W"U‘JY‘C' accrued
LI!(“\ ‘,\ . "l"(j
Interes! accrued
Other

DEFERRED CREDITS
Accumulated delerred investment tax credi! (Note 2)

Other

ACCUMULATED DEFERRED FEDERAL INCOME TAX (Note 2)
COMMITMENTS AND CONTINGENCIES (Notes 8 and 9)

The accompanying notes showt

18

N pages through 28 &

December 31
1981 1980

(Thousands of Dollars)
41,550,985 51 469 B36
129,493 124 850
_ 47539 __45762
1,728.017 1.640.448
190 579 452 464
1.237.438 1. 187,984
B iﬁ_j 695 B _4.76 793
1901, 133 1664 777
20045 21,261
7.210 6921
6.197 11,128
80.415 71187
31.517 29 836
26.148 24 583
12.079 10.712
163 566 _?54 367
21 886 19.146
21,668 12 430
43 554 31576

$2.128298 $1.871,981

$ 115500 $ 115500

120575 71.313

217 499 194 732
234 746 208 629
£70.404 -l
722 709 642217
813 308 777819
1.772.182 1 606 849
60,737 64 737
35 000 6.800
79 556 56 098
4 896 3.582
13.300 13.100
16 570 16 787
20 960 17,850
29.822 20517

199 471

260 841

33 695 29 621
5251 2016
38.946 31.637
56 329 34 024

$2 128 298

ire an integral part of the financial statements



New York State Electric & Gas Corporation

Statement of Income

Years Ended December 31
1981 1980 1979
(Thousands of Dollars)
OPERATING REVENUES
Electric 3609178 $506,502 $477.643
Gas 158 361 *38.812 110.568
Total 767 539 645 314 536211
OPERATING EXPENSES
Operation--tuel (Note 1) 177 592 151, 404 142 141
other 108,294 96 877 83.226
Electricity purchased and interc' inged 7.029 (2.03C) 2.626
Gas purchased 12176 100 895 74 542
Maintenance 51616 44 121 40 £69
Depreciation 19 448 47 48356 43 807
Federal moome tax (Note 2) 13 844 20 382 27 163
Othier taxes (Note 11) 72935 63 5562 3 362
fota 622 934 530 687 477 436
OPERATING INCOMI 144 605 114,627 110.775
OTHER INCOME AND DEDUCTIONS
Allowance for other funds used during construction (Notes 1 and 8) 21922 21,029 17.486
Federal income tax credit (Note 2) Q471 10 496 9815
Other net (234) (266} 93
INCOME BEFORE INTEREST CHARGES 175 764 145 886 138 169
INTERFST CHARGES
Interast on longlerm dent 68.773 61217 55,347
Other interest 9987 6.361 3,289
Allowance for borrowed tunds used during construction (Notes 1 and 8) (10,797) (9.896) (7.856)
Interest charges—net 67 963 57 682 50.780
NE T INCOME 107 801 88 204 87.389
PREFERRED STOCK DIWVIDENDS 17.536 14 567 14117
FARNINGS AVAILABLE FOR COMMON STOCK $ 90 265 $ 73637 $ 73272
EARNINGS PER SHARE $2 95 $2.70 $2 83
AVERAGE MUMBER OF SHARES QUTSTANDING 30 586 063 27.311.154 25886419
Statement of Retained Earnings
~ Years Ended December 31
1981 1980 1979
(Thousands of Dollars)
Balance beginning of year 5238 856 $214 310 $185479
Add net income 107 801 88 204 87,389
346.657 302 514 272 868
Deduct cash dividends
Preferrad stock (at serial rates)
Redeemabie solely at the option of the Company 7.710 7.710 7710
Subject to mandatory redemption requirements 9826 6857 6.407
Lommorn stoch ‘ff.,' 8 B 'i\’ 82 and S‘ 2 per share
in 1981, 1980 and 1979 respectively) 58 657 49 091 44 441
76.193 63 658 58.558

Balance end of year

'E‘J v‘) "‘(n‘

$238 856

financial statements

$214 310
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New York State Eiactric & Gas Corporation

Statement of Changes in Financial Position

SOURCE OF FUNDS

Net income

Depreciation

Amortization of geferred charges

Federal ncome tax deferreg - ne!

investnent tax credit deterred —net
Allowance for funds used during cunstruchcn

Funas from operations
Proceeds from sale of first mortgage bonds
Proceeds trom sale of common s'0Ck
Proceeds ‘rom sale of preferred stock
Incraase (decrease; in commercial paper
Proceeds from contract settlement agreement
Decrease (increase) in working capial®
Proceeds from sale and leasebatk of ser.ce center

Total funds avalable

APPLICATION OF FUNDS
Additions to utility plant
Dwidends on preferred stock
Diwvigends on common stock
Securities to be redeemed or due within one year
Fuel costs deferred
Bonds reacquired for sinking fund
Decrease (increase) in notes payable
Other—net

Total tunds applied

INCREASE (DECREASE) IN WORKING CAPITAL
CURRENT ASSETS

Cash

Special geposits

Accounts receivable

Fuel

Matenals and supplies

Pmpavme".':

Total increase in current assets

CURRENT LIABILITIES

Securities 10 be redeemed or due within one year

Accounts payable

Dwidends payable on preferred stock

Taxes accrued

Interest and pensions accrued

Other

Total increase in current habilihes®

Increase (decrease) in working capital®

*Exclusive of changes in commercial paper

Yrars Ended December 31
1981 1980 1979
(Thousands of Dollars)
$1C7 801 $ 88204 $ 87389
49 448 47 436 43 807
6 146 3.302 1.713
21,122 12 822 (298)
4074 7.813 11,048
(32 719; (30.925) (25.342)
155,872 128,702 118,317
160.00C : 50.000
50679 48 116 7.243
60 000 20.000
28 200 (18,700) (9.800)
11.271 .
2397 46 532 (6.439)
9,300
$484 923 $214,250 $179 321
$265 145 $154 516 $145 928
17,536 14,567 14,117
58 657 49 091 44 441
60.737 64 737 17.244
7.316 2583 3600
- 3603 -
72.500 (74.500) (44 215)
7632 (347) (1.794)
$489 92 $214 250 $179.321

$ 289
(4.931)
9,228
1 681
1.565
1,367

9199

{4 000)
23 458
1.314
217)
3310
9 305

33170
$(23.971)

$ 1336
(402)

7 630
(3.478)
3.759
901

9746

47 493
11,585
(102)
(4.504)
1,215
591

56 278

§ (46.532)

The aczompanying notes shown on pages 21 through 28 are an integral part of the tinancial statements




l Notes to Financial Statements

:

1. Significant Accounting Policies

a. Accounting recorcs
The Company maintains its accounting records in
conformity with the uniform system of accounts pre-
scribed by the Federal Energy Regulatory Commission
{(FERC) and the Public Service Commission of the
State of New York (PSC)

b. Utility plant
Cost of current repairs and minor replacements is
charged to appropriate operating expense and clearing
accounts, cost of renewa's and betterments, in-
cluding indirect costs, is capitalized. Onginal cost of
utility plant retired or otherwise disposed of and the
cost of removal less salvage are charged to accumulated
agepreciation

c. Allowance for funds used during
construction (AFDC)

AFDC. a non-cash item, is shown on the Statement
of Income as AFDC-other funds and AFDC-borrowed
funds. AFDC is defined in the regulatory system of
accounts as the net cost, for the period of construction
of borrmwed funds used for construction purposes
angd a reasonable rate on other funds when so used
(See Note 8 )

The Company capitalized AFDC on a compound
basis. net of taxes. a' rates of 7 5%. 8% and 8 7% for
1979, 1980 and 1981, respectively. The Company
is allowed revenues equal to the feaeral income tax ef-
fect of the interest on debt portion of AFDC

AFDC was not recorded on construction work in prog-
ress (CWIP) 2'lowed in rate base which amounted
to (1) $30 million for the first five morniths of 1979. (2)
$31.4 million for August 1980 through June 1981
(3) $275 million for July 1981 through Cctober 1981 and
(4) $200 million for the last two months of 1981

d. Revenue
Revenues from the sale of electricity and gas are
recorded on the basis of meters read

e Retirement plans

The Company has noncontributory retirement annuity
plans which cover all officers and substantially all
employees. Annuity plan costs are based on normal
costs and amortization of the unfunded liabitity. The
assumed t4te of return used in determining actuarial
present values of accumulated plan benefits was 6%
and benetit information in the following table was

determined on January 1 of each year. The Company's
policy is to fund pension costs accrued

1981 1980 1979
(Thousands of Dollars)

Provision for
pension cost . . .

Actuanal present
value of accumu-
lated plan benefits

$ 13300 § 13100 $ 12600

Vested . . . 83,600 72.600 62.900

Non-vested . . .. .. 13.100 14100 12,700
Net assets avatlable

for benefits 159000 128.100 104,000

f. Deferred fuel charges
The Company defers certain fuel and purchased gas
costs which are subsequently billed to customers
through aqgjustment clauses in rates

g. Depreciation
The anrual provision for depreciation is determined using
straight-line rates, based on average service lives,
appliea to th« original cost, by groups of depreciable
property in service. Depreciation accruals were
equivalent to 3 2% of average depreciable property for
1979 through 1981

2. Federal Income Taxes

For federal income tax purposes the Company uses the
sum-of-the-years digits depreciation method, the
Asset Depreciation Range System (ADR) and effectie
January 1, 1981, for property additions subsequent
to 1980 it adopted the Accelerated Cost Recovery Sys-
tem (ACRS) pursuant to the Economic Recovery Tax
Act of 1981

Prior to 1981, investment tax credits (ITC) based on
the Revenue Act of 1973 (4%) were reflected currently
in income and were shared equally between stock-
holders and customers for rate-making purposes. The
additional 6% ITC derived from the Tax Reduction Act
of 1975 are deferred. The Company has approximately
$14.565.000 of unused ITC at Cecember 31, 1981

The PSC, in its October 1981 rate decision, required
that the ACRS reductions in taxes and all ITC (10%)
claimed on ACRS property subsequent to the rate order.
be deferred. The PSC previously required that federal
income tax reductions arising from the use of ADR be
similarly deferred. These benefits are to be returnec
to income over the book life of the applicable property
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In the July 1980 rate cecision, tha PSC allowed
revenues e jual to the federal ir zomsa w2x effect of pension
costs, nsurance cos $ and al taxet charged to CWIP
for electric faciities ont, Effective wah the PSC's October
1981 rate cecicon, the ac fitional revanues will be
imited t¢ the federa, inte ne tax effect applicable
to pensio: and neytance costs 1 excess of $6 million,
which represe ss Cayp falized costs applicable to
minor projects Thiytederal income tax banefit is recorded
as a reduction of CvaP

Federal income taxes for 1979 through 1981 are as

follows
_tee1 1980 1979
(Thou<unas of Dollars)
Charged to
operations
Current = $ 6650 $(2600)° $ 6580
Cetarred. -net | 21,122 12,822 {298)
AT DC impuiad
Heome fax
beneht 6 8.4 7,485 6,203
Investmem
tax credits
Deferred . ... ... 7.944 8.835 11.764
Shared 1202 1840 2914
43844 28382 27.163
Includged in 0'her
o0
AFDC imputed
income tay
benetit ' (6.836) 7.485) (6.203)
'nvestmient tax
credits —-shared {1,292) {.B40) (29.4)
Amcrtization of
iTC detcrred in
pNor years (1,204) 11,022) {77
Tex on ot
INCOH e ___(139) (149) 19
~(9.471)  (10.496) (9.815)
Total $34373 $1788  $17348

* This credit amount was clue principally to the tax
loss related to the abandonment of nuclear projec’s
proposed for New Haven and Jamesport (see Not: 8)

Federal income tax provisions for 1979 through 981
are substantially less than the amount oblained by
using the statutory rate due to *he following

1981 1980 1979
Statutory rate ..., .. - 460% 460% 460%
Decrease
Excess of allowable tax

depreciation and

ainortization ove Dok

amounts . ... (47" 57) (6 3)

Costs capitalized on
books, expensed Yor

|

income taxes
AFDC . . oo . (10B)  (134)  (111)
Taxes, pensions and
insurance ........, : (7) (30) (2 8)
Investment
tax credits .. .. ... ... (20) (34) (49)
Miscellaneous .. .. .. 29 (36) (23)
Actualrate . ... ... S 242% 169% 166%
3. Other Investments

The Company has entered into long-term contracts for
th~ supply of coal to the Homer City Generating Station,
.Nd in that connection, has agreed to make loans
(maximum aggregate amount of $23,150,000 approved
hy the PSC) to the mining companies. These loans
1$16,575,000 and $18.275,000 at Deceniber 31, 1981
and 1980, respectivaly) were made on first mortgage
notes maturing December 31, 1982 which currently
bear interest at one-half percent above prime The
Company intend's to seek PSC permission (o extend the
maturity date of these notes. The Company sold to
Chemical Bank 100% participations in these notes which
have been recorded as long-'erm notes payable due
April 5. 1986 The agreement with Chemica! Bank
requires the Company to repurchase the participations
under certan conditions

The Company has establishec a wholly owrad sub-
sidiary, the Somerset Railroad Corporation (SRC). to
construct rail faciities to the Somerset Generating
Siation. In addition to its investment of $200,000, the
Company has guaranteed SRC borrowings of $6 million
under a bank line of credit.



4. Long-term Debt (Thousands of Dollars)
First mortgage bonds

Senes Due ~_ Amount

10 60% Oct. 1, 1982 $ 50.000
3 % May 1. 1084 20000
3 %% Sept 1, 1985

Dec

12 V%" ;1. 1986
4 %% May 1. 087
3 % Feb 1, 1988
17 %%* Mar 1. 1989 .
17 %" Maf 1. 1990 - &) 397
14 4%* Jan 1. 1991 : 12.000
4 % May 1. 1991 ‘ > 25,750
| _60.0u0
Toral first mortgage bonds : : : $844 147
Notes payable 1o banks due January 31, 1985 (Note 7) : 2,000
Participations in mining companies’ notes (Note 3) | v 16,575
Unamorized premium on debt . . ‘ . 676
863 398
Less debt due within one year—ir.cluded in current liabilities ‘ __ 50,000

Total : , v $813,398
*lssued 1981 **lssued 1979

In 1982 the Company ssued $61 million of 974% unsecured tliree-year notes in connection with a tax-exempl
financing and $50 million principal amount of first mortgage bonds, 18% series, due 2012 At December 31, 1981 long-
term deb! (exclusive of notes payable to banks) which will become due during the following five calendar years is

1982 1983 1984 1985 1986

_( Thous;nds 6! Dolla?)
$50.000 $2.397 $25100 $20 100 $71675

The Company's mortgage provides for a sinking and improvement tund The provisions require the Company to
make annual cash deposits with the Trustee equivalent to 1% of the principal amount of all bonds delivered
and authenticated by the Trustee prior to January 1 of that year (excluding any bonds issued on the basis of the
retirement of bonds). Pursuant to the terms of the mortgage. the Company has satisfied these requirements by
crediting “bondable value of property additions” agamnst the amount of cash to be deposited

Mandatory annual cash sinking fund requirements are $3.000.000 for the 9%:% seres due 2006. $2.100.000
beginning July 1. 1984 for the 9 35% sernes. $600,000 beginning June 1, 2001 for the 7% senes and $250,000
beginning December 11992 tor the 6 4% sernes The amount increases to $500.000 and $750.000 on December 1,
1997 ana December 1, 2002, respectively, for the 67% senes

The morngage indenture secures the first mortgage bonds which constitute a direct first mortgage lien on
substantiaily all utility plant

5. Common Stock and Capital in Excess of Par Value

At December 31, 1981 common stock and capital in excess of par value were as foliows

Amount
Shares (Thousanas
Outstanaing of Dollars)
Common stock, par value $6 66° a share. 60,000,000 shares authorized
(shares issued: 2.500.000 i 1981 and in 1980 and 1.949.819 through the
Dividend Renvestment and Stock Purchase Plan since
January 1, 1979)

Capital in excess of par value increased $26.117 000. $27,766,000 and
$4 102.000 in 1981, 1980 and 1979, respectively, resulting from sales
of the Company's common stock at amounts in excess of par value .. $234.746

32,624,755 $217.499

in February 1982 the Company sold 2,500,000 shares of common stock




6. Preferred Stock

At December 31, 1981 serial cumulative preferred stock was composed of the following

Par Shares
Value Authnrnized() Amount
Dae Redeemable and {Thousands
Senes Share Prior to Per Share Qutstanding of Doliars)
Redeemable solely at the option of the Company
375% $100 $104 00 150.000 $ 15.000
4 /% (1949) 100 103.75 40,000 4.000
415% 100 101.00 40,000 4.000
4 40% 100 102 00 75,000 7.500
4 15%(1954) 100 102.00 50.000 5.000
6 48% 100 2/1/83 103 00
Thereafter 102 00 300,000 30.000
8 80% 100 3186 106 14
3/1/91 103 94 } 250,000 25.000
Thereafter i02.00
8 48% 25 2/1/84 27.29
2/1/89 26.76
5/1/94 2623 1,000,000 25,000
Thereafter 2570
Total $115.500
Subject to mandatory redemption requirements(2)
4 50% 100 (3) 105 25 6.125 $ 612
B.25%"" 100 1/1/83(2) 109 00 200.000 20.000
9 00% 100 10/1/82(4) 106 50 267,000 26.700
15 %%" 100 4/1/86(5) 11538 300,000 30.000
8 50% 25 7/1/82(6) 2500 360.000 9.000
9 10% 25 71/84(7) 2875 600.000 15.000
15 % 25 1/1/87(8) 2875 1,200,000 30,000
131,312
Less sinking fund requirements at par value-—included in current liabilities 10.737
Total $120,575
*lssued 1981 **Issued 1973
At December 31, 1981 redeemable preferred stock sinking fund requirements for the following five calendar years are:
1982 1983 1984 1985 1986
(Thousands of Dollars)
$10.740 $1,740 $1.740 $24,740 $4.740

(1) At December 31. 1981 there were 1,250 000 shares of $100 par value preferred stock, 3.600.000 shares of $25
par value pieferred stock and 1,000.000 shares of $100 par value preference stock autherized but unissued

(2} Each of the following series of preferred stock is not redeemable prior to the date designated. through certain
refunding operations, but otherwise is redeernable at the indicated price per share prior to the indicated date.
The indicated price per share will be reduced either (A) annually or (B) at five-year intervals by the reduction
amount As of the redemption at par date and thereafter. the redemption price will be at par. By the redemption
gate. the Company must set aside the amount required to redeem at par all shares outstanding

Date indicated Incicated Reduction Redemption Redemption

Series  Designated Price Date _Amount at Par Date
B8.25% 1/1/85 $109.00(A) 1/1/83 $1 00 1/1/85 3/28/85
9 00% 10/1/86 106 50(Ay 10/1/82 50 10/1/94 93096
15 %% 4186 11538 4186

110.00(B) 4191 500 4,196 4/1/06
910% 7/1/84 2875 7/1/84

25 65(A) 7/1/85 16 7/1/88 7/1/89
15 % 1/1:87 28 75(B) 1/1/87 1.25 1/1/97 171411
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(3) By March 31, in each year 1982 through 1988. the Company must redeem at $103 25 per share 875 shares of the
4 50% Senes Since 1979, 875 shares have been reacquired and canceled annually

(4) By September 30, in each year 1982 through 1995. the Company must redeem at par 16,500 shares of the
900% Senes Since 1980, 16 500 shares have been reacquired and canceled annually

(5) By April 1. in each year 1987 through 2006. the Company must redeem at par 15,000 shares of the 15%% Series

| (6) By July 1, 1982 the Company must redeem at par 360,000 shares of the 8 50% Series Since 1980, 120,000

shares have been reacquired and cancaled annually

L (7) By July 1. in each year 1985 through 1989. the Company must redeem at par 120.000 shares of the 9.10%
‘ Series

(8) By January 1. in each year 1987 through 2011, the Company must redeem at par 48,000 shares of the 15%
‘ Series

7. Bank Loans and Other Bor

| The Company has revolving credit agreements with banks (see Note 4) which provide for borrowing. at prime, up to
$100 million through January 31, 1985 and payment of annual commitment fees of approximately three-eighths
percent on the unborrowed amount. The loan agreements do not require compensating balances, but balances
generally have averaged ten percent ¢’ the available line of creadit dunng 1981. A substantial portion of these
balances represents normal working account funds Interim inancing in the form of short-term borrowings on commer-
clal paper is utilized to finance construction expenditures The Company also has agreements with three banks
which provide for borrowing. at pnme, up to $30 miflion through November 30, 1982

information relative to short-term borrowings 1s as follows

Commercial Paper Notes Payable
1981 1980 1979 1981
(Thousands of Dollars)
Ending balance . $35,000 $ 6,800 $25,500 $ —
Maximum amount outstanding . . .. $99.100 $72,500 $72.000 $60,000
Average amount outstanding(1) . . . $40.600 $42.500 $22.500 $10.400
Weighted average interest rate
On ending balance ; 13 4% 17.5% 135% —%
During the period(2) .. .... ‘ 16 5% 12 8% 116% 17 0%

(1) Calculated as the average of the sum of dally borrowings
(2) Calculated by dividing total interest expense by the average of the sum of daily borrowings

8. Abandoned Projects—New Haven and Jamesport
The Company and Long Island Lighting Company have been denied certain regulatory approvals to construct, on a
joint venture basis, nuclear generating facilities near New Haven, N Y and Jamesport, N.Y. The New York State
Board or Electric Genera'ion Siting and the Environment (Siting Board) granted the companies a Certificate of Environ-
mental Compatibility ana Public Need (Certificate) for one 800.000-kw coal fired generating unit near Jamesport
The Company has notified the Siting Board that it will not accept the Certificate and that it has decided to terminate
its participation in the Jamesport project

The Company has filea petitions with the PSC requesting authorization to (1) continue to accumulate AFDC on its
share of costs until amortization of such costs commences 1o be recovered in rates, (2) amortize the investments
through rates and (3) include in rates appropriate carrying charges an the .nar Jortized balances. The Company
is planning to file applications with the FERC requesting authorization to continue to accumulate AFDC in the same
manner as requested in the pettions to the PSC

PSC proceedings are continuing in connection with the New Haven petition. The PSC has authorized the Company to
continue to accrue and accumulate AFDC on the nuclear related costs of the Jamesport project until a decision
is made with respect to the prudence and disposition of the nuclear costs If the requests to the PSC or to the FERC
to continue to accumulate AFDC are denied, the Company may have to reverse certain accruals of AFDC previously
recorded If the request toc amortize the investments is denied and alternative regulatory relief is not granted, the
Company would have to charge income with the project costs, net of the federal income tax effect

The Company's net income for 1981 includes $4 mitlion of AFDC attributable to the New Haven project and $5 million
of AFDC attributable to the Jamesport project. As of December 31, 1981, the Company had expended, including
AFDC. approximately $44 million for the New raven project and $60 million for the Jamesport project The Company
expects to incur additional expenditures in connection with the cancellation of the Jamesport nuclear units

9. Commitments

The Company estimates that 1982 costs for the construction program will approximate $602 million. The program

is subject to penodic review and revision, and actual construction costs to be incurred may vary because of revised
load estimates, imposition of additional requlatory requirements and the availability and cost of capital. (See Note 10)
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10. Jointly Owned Generating Stations
The Company has an undivided 50% interest in the output and costs of three generating units comprising the Homer
City Generating Station. The station is owned with Pennsylvania Electric Company which also operates the
taciity The Company s share of the rated capabiiity 1s 944 000-kw and its net utility plant investment is $274 million.
which includes $30 milhon of CWIP The accumulated provision for depreciation as of December 31, 1981 was
$55 million. The Company's share of operation and maintenance expense of the station is reflected in the Statement
of Income |

The Company also has an undivided 18% interest in the 1,084 000-kw Nine Mile Point nuclear generating unit No 2
(Unit) being constructed by Niagara Mohawk Power Corporation (Niagara Mohawk) near Oswego. N.Y In early
1980 the co-tenants having an interest in the Unit (Co-tenants) engaged independent engineering and management
consulting firms to perform a review of the Unit's estimated cost and scheduled in-service date, together with
engineenng, construction and management systems Also. a reassessment was conducted by Niagara Mohawk and
Stone & Webster. the architect-engineer and construction agent As a result of those reviews, a $2.4 billion
revised cost, exclusive of AFDC and nuclear fuel, ana a rescheduling of the operation date from 1984 to late 1986
were announced in September 1980 The Company's share of the construction cost. inciuding AFDC. is now estimated
at $712 million. The Company s investment of $235 million. excluding nuclear fuel costs. is included in CWIP at
December 31, 1981

During 1980 the PSC directed Theodore Barry and Associates and Canatom Limited to perform a comprehensive
management audit covering essentially the sami: areas as the review commissioned by the Co-tenants. and a
report thereon (TB&A Report) was issued in July 1981 The TB&A Report stated that the planned 1986 completion gate
15 possible. but that a likely one-year slippage in schedule, new regulatory requirements, higher escalation and
AFDC could significantly increase the Unit's cost

in July 1981, various parties petitioned the PSC to establish a public evidentiary proceeding to consider the future
of the Unit In Septermber 1981, the PSC Staff issued a report on a comparative analysis of the economic and
financial feasibity of the Unit and coal alternatives which concluded that completion o1 the Unit is warranted. In
September 1981, the PSC established a proceeding to inquire into the financial and cost implications of completing
the Unit. Hearings were completed in December

Event subsequent to the date of the auditors’ opinion
At a February 9. 1982 meeting the PSC stated its consensus that completion of the Unit is warranted and that no basis
exists al this time to take further action regarding abandonment of the Unit. The PSC also concurred with the PSC
Staff recommendation that the Co-tenants must emphasize their attention to the control of the Unit's cost and the con-
struction schedule to minimize the impact on ratepayers and indicated its intention to monitor closely all construction
activites In adaition. the PSC decided to explore the feasibility of instituting a yet undefined incentive program that
could cause the return on the equity portion of the investment in the Unit to vary depending on a varnety of items
related to the Unit's witimate cost and completion date. A formal PSC decision 1s expected upon completion of its re-
view of the feasibility of instituting an incentive program. The Company is unable to predict what recommendations
or actions may arnse as a result of this review or what further actions, if any, may be brought by the intervening parties

11. Supplementary Income Statement Information

Charges for maintenance, repairs and depreciation. other than those set forth in the Statement of income, were not
significant in amount  Taxes, other than payroll and federal income taxes, are ciassified as follows

1981 1980 1979
(Thousands of Dollars)
Real estate and personal property .. ... ... B+ wlaan ko aime m $33,640 $29 622 $26,773
Franchise and gross receipts e e e s 33,575 28,652 31633
Miscellaneous . . o - . _ . 4 556 3,690 3.098
Total-charged principally to tax expense . . . tveo $11.771 $61.964 $61 504
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’ Certain information pertaining to the electric and gas operations of the Company is as follows

1981 1980 1979
_Electric Gas _Electric Gas Electric Gas
(Thousands of Dollars)
Operating
Hevenues $ 609178 $158.361 $ 506,502 $138812 $ 477643 $110.568
Expenses . 472 848 150.086 397 605 133,082 373.735 103,701
Income 136.330 8.275 108,897 5.730 103,908 6.867
Depreciation” , 45,654 3.794 44133 3.353 40679 3,128
Construction
expenditures 259 065 6.480 146 589 7927 141,580 4 348
identfiable
assets®* 1,894 367 106 165 1,654,492 103.302 1,532,984 97 538

‘Includged in operating expenses
**Corporate assets ($127,766. $114,187 and $107,001 at December 31, 1981, 1980 and 1979, respectively) consist
primarily of cash, special deposits, accounts recelvable, prepayments and unamortized debt expense

13. Quarterly Financial Information (Unaudited)

The following is a summary of quarterly results of Company operations as previously reported to stockholge:s
Quarter Ended

March 31 June 30 Sept. 30 Dec. 31
(Thousands)

1981
Operating revenues . $220.705 $173,281 $168,365 $205,188
Operating income ; $ 36832 $ 28 498 $ 35628 $ 43647
Net income $ 30.110 $ 22661 $ 22532 $ 32498
Earnings available for common stock . .. $ 26528 $ 18273 $ 17.862 $ 27,602
Earnings per share (in dollars) . $90 $ 62 $ 58 $85
Average shares outstanding 29,323 29558 30.920 32.505

1980
Operating revenues . .. . $192.070 $149.122 $135,180 $168.942
Operating income , $ 32933 $ 26,602 $ 28.047 $ 27,046
Net income . mh $ 26434 $ 19,790 $ 2239 $ 19,590
Eamings available for common stock $ 22,751 $ 16,107 $ 18.771 $ 16,008
Earnings per share (in dollars) . . .. $87 $ 61 $ 68 $55
Average shares outstanding 26,185 26,314 27613 29,109

14. Supplementary Information to Disclose the Effects of Changing Prices (Unaudited)
The following presentation 1s intended to show certain information about the impact of infiation on the Company's
financial operations. The information was developed using assumptions and estimates and therefore should not be
viewed as precise indications of the effects of inflation

Constant dollar amounts represent historical costs stated in terms of dollars of equai purchasing power, as measured
by the Consumer Price Index for all Urban Consumers (CPI-U). Current cost amounts reflect the changes in
specific prices of utility plant from the date the plant was acquired to the present. The current cost of utility plant
represents the estimated cost of replacing existing utility plant assets and was determined primarily by indexing
existing plant by the Handy-Whitman Index of Public Utiity Construction Costs The prowvisions for depreciation on
the constant doliar and current cost amounts of utility plant were determined by applying the Company's
depreciation rates to the indexed plant amounts

Under the rate-making processes to which the Company is subject. only the historical cost of utility plant is
recoverable in revenues. Therefore. the excess of the cost of utility plant stated in terms of constant dollars or current
cost over the histoncal cost of plant is not presently recoverable in rates as depreciation and is reflected as a
reduction to net recoverable value While the rate-making process gives no recognition to the cost of replacing utility
plant, based an past practices the Company believes it will be allowed to earn on the increased cost of its net
investment when replaced

To properly retiect the economics of rate regulation, the reguction of utility plant to net recoverable value should be
offset by the purchasing power gain on net amounts owed The gain from the decline in purchasing power of
nat amounts owed is primarily attributable to the substantial amount of debt which has been used to finance utihty
plant. Since the depreciation on this plant is limited to the recavery of historical costs, the Company does not have
the opportunity to realize a holding gain on debt and is limited to recovery of only the embedded cost of debt capital
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Income from Continuing Operations Adjusted for Changing Prices

Average 1981 Dollars

Constant Current
__Dollar __Cost
maommdcwxcoptw share d.m
Income from continuing operations, as reported . ......... I $107.801 $ 107,801
Adjugtment 1o restate depreciation expense ... .................... (58.138) (69.530)
Income from continuing OPerations ... ... .............. oo $ 49663 $ 38271
Income from continuing operations per common share
(atter preferred stock dividends) . .. ... ... ... $1.05° $ 68
Ir crease in specific prices of utility plant held ¢ mng the year™* . .. .. $ 291494
Less increase in general price level ... ... ... 266,320
T S e L P P R $ 25174
Reduction of utility plant to net recoverable value . ............ ... ... $ g96,778) 51 10,560)

*After the reduction of utility plant to net recoverable vawe, income from continuing operations on a constant dollar

basis would change to a loss of $47.115 or $2 11 per average common share.

At December 31, 1981 current cost of net utility piant was $3.300.210, while net recoverable value at historical cost

was $1,901,133
Five-Year Summary of Selected Financial Data Adjusted for Changing Prices
1981 1980* 1979* 1978 1977
(Thousands-except per share data)
Operating revenues
As reported ... .. .. L = e $767,539 $ 645314 $ 588.211 $532.171 $459 452
In 1981 purchasing power ..... L $767,539 $ 712,251 $ 737.022 $741.880 $689.558
income from continuing operatnons
As reported . . . 1| D e $107.801 $ 88204 $ 87389 $ 70.563 $ 59945
Constant dollar basis™ ........... $ 49663 $ 44810 $ 62742 e e
Current costbasis . ............... $ 38.27 $ 32111 $ 44798 Lo o
Income from continuing operations per
common share (after preferred stock
dividends)
As reported . . .. T 1 $2.95 $270 $2 83 $2 46 $2.21
Constant dollar basis™ ............ $1.05 $1.06 $1.74 .
Current cost basis . ...... ... =% $68 $.58 $1.05 o o
Net assets at year-end at net
recoverable value
As reported .. .. - $838.209 $ 757.717 $ 684,863 $648.906 $558,450
Constant doflar and current cost . .. $809.674 $ 836.313 $ 858.126
Reduction of utility plant to net
recoverable value
Constant dollarbasis ......... ks $ 96,778 $ 154 662 $ 182210
Current cost basis ... .. Sl $110.560 $§ — $ 39.449 o o
Net change 'n value of utility plant
held dunngtheyear ............... $ 25,174 $(171,793) $(124.817) —
Purchasing power gain on
netamountsowed ... ........... : $ 85602 $ 114534 $ 126,645 = o
Cash dividends per common share
Asreported ... .........c..v-ihss : $1.94 $1.82 $1 72 $1.68 $160
in 1981 purchasing power ... ... . $1.94 $2 01 $2.16 $2 34 $2 40
Market price per common share
at year-end
As reported ... .. .. 0 bt $15.00 $14 88 $15.75 $1688 $19.13
in 1981 purchasing power o A $1500 $16.42 $1973 $23 53 $28 71
Average CPI-U ! Rty JON I PR 272 4 246 8 2174 1954 1815

*All constant doliar and current cost data for 1979 and 1980 have been restated to average 1981 doliars

**Excludes the reduction of utility plant to net recoverable value

**The Financial Accounting Standards Board does not require the calculation ot inflation-adjusted data for years prior

to 1979, nor is the data readily avallabie
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Selected Financial Data

1981 1980 1979 1978 1977
{Thousands—except per share data)

767 539 645314 588 211 $ 532171 $ 459452

107 801 $ 88204 87,389 $ 70563 $ 59945

Earnings per share $2.95 $2.70 $2 83 $2 46 $2 21

Dividends paid per share $194 $1.82 $172 $1 68 $1.60

Average shares outstanding 30.586 27,311 25.886 23,393 21,208

Operating revenues

Neét income

(32

@ &
[E e

e

Interest charges $ 78,760 S 67578 $ 58636 2 57639 $ 49129
AFDC -other and borrowed funds $ 32.719 $ 30.925 $ 25342 & 16.655 $ 25363
Depreciatior 5 419 448 $ 47.486 £ 43 807 $ 41462 $ 34 544
Other taxes % 72,935 $ 63552 $ 63362 $ 57064 $ 50645
Utility plant adaitior $ 265545 $ 154516 $ 145928 $ 143229 $ 158493
Total asset: $2.128.298 $1.871,981 $1.737 523 $1.603.425 $1.489 862
Long-term abligations and

redeemable preferred stock $ 933973 $ B849.132 $ 844214 $ 772134 $ 733.336

Management’s Discussion and Analvsis of
Financial Condition and Resuits of Operations

¢ mpany onstructing a wholly owned 625,900-kw and associated rail faciines and $307 million, including
il fired generating unit (Somerset Generating Sta nuclear fuel, for the Unit. The construction prograrn
tion) and associated rail faciities near Somerset, N Y s under continuing review and is revised from time to time
scheduled for servico in late 1984 The current estimate in hght of the (,z’:"";,d”. s financial condition, load
for the st of the plant is $1,072 million, of whict forecasts. the avallability and cost of capital, licensing
ipproximately $352 million will be spent in 1982 The decisions, regulatory requirements. inflation and
Company also has an undivided 18% interest in the other factors
1.084 000-kw Nine Mile Point nuclear generating unit The Company anticipates that to finance its construc-
No 2 (Unit) bemng constructed by Niagara Mohawk Power tion program through 1984, approximately 70% of
Corporation near Oswego,. NY The Company's share the funds required wil! be raised through the issuance
f the constructior t including allowance for funds of securnties The nature, amounts and timing of
1Ised gurnng construct (AFDC). 18 estimated at future financings will depena in part on the level of con-
S$712 ind its investment of $235 on. excluging struction. load (}'f)w“‘ the himeiness and agequacy
nuclear tue SIS, 18 Included in construction work ir of rate relief, the availability and cost of capital and the
progress (CWIP) at December 31, 1981 (See Note 10 ) continuing ability of the Company to meet its property
The Company's construction program. incluging additions and interest coverage requirements unader
AFDC rrently estimated to cosl $602 n 1ts ortgage anc preferred stock dividend coverage
nithon and $368 million tor the years 1982 requirements in its Certificate of incorporatior
1984, respectively Ir n the three-year program is A $115.610,000 increase in the cost of fuel for electric
$886 n for the t Generating Statior generation, power purchased and interchanged ana
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in the cost of gas purchased, which was recovered
through the fuel and gas adjustment clauses, and a
$96 806,000 increase in electric and gas rates accounted
for 90% of the Company's $235,368,000 increase

In operating revenues over the past three years The
palance is chiefly atinbutable to kilowatt-hour sales,
which increased 5%. and unit sales of gas. which
increased 2%

During the same period operating expenses increased
$193.725,000. or 31%. principally as a result of in-
creases in (a) fuel and natural gas purchased costs
($107 488 .000). (b) wages, materials and supplies used
in operations ($46,916,000) and (c) federal ncome
taxes ($27,494.000)

Increased AFDC rates and higher levels of CWIP
resulted in a $16.064 000 increase in AFDC during the
three-year period. Interest charges before the reduction
for AFDC--borrowed funds increased 37% ($21.121,000)
due 0 increased borrowings at higher interest rates
to finance the Company’s construction program

Earnii.gs available for interest charges provided 2 48
times the interest an the Company's first mortgage
bonds for 1981 This calculation is based on the provi-
sion stated in the Company's Mortgage and compares
with 2.69 in 1980 and 2 54 in 1979. The Mortgage
contains a requirement, subject to certain exceptions,
that first mortgage bonds may be issued only if net
earnings. as defined, are at least 2 0 times the annual
interest charges on bonds outstanding and to be
outstanding Earnings available for interest charges and
preferred stock d vidends provided 1.70 times the
interest and dividends on preferred stock in 1981. This
calculation i1s based on the provision stated in the
Company's Certiticate of Incorporation and compares to
1.72 and 1 8E for 1980 and 1979. respectively The
Certificate of Incorporation contains a requirement that
preferred stock may be issued only if net earnings.
as detined. are at least 1.5 tines the annual interest
charges on all outstanding indebtedness plus the annual
dividend requirements on preferred stock outstanding
and to be outstanding. These coverages will vary in
future years depending on decisions in rate cases and
on the need for external funds to finance the Company's
construction program

Earnings available for common stock were
$90.265.000. or $2 95 per share in 1981, compared with
$72.637.000. or $2.70 in 1980 and $73.272,000, or
$2 83 in 1979 Average shares outstanding were
30 586.063 in. 1981, 27,311,154 in 1980 and 25,886,419
in 1979 Return on average common equity was
134% in 1981, 12.3% in 1980 and 13 4% in 1979 The
increase in 1981 earnings was principally due to rate
increases received in June and October

On October 20, 1981, the Public Service Commission
of the State of New York (PSC) issued a rate decision
approving $124.500.000 in added electric revenues, a

22 2% increase, and $8.800,000 in added gas revenues,
a 5% increase The electric increase includes $45
million allowed on a temporary basis in June. The higher
revenues are approximately 87% of the amounts
onginally requested and are designed to produce a 17%
return on common equity. The increases became
effective on October 25, 1981 and allowed the inclusion
of $200 million of CWIP in rate base.

On February 18, 1982, the Company applied for in-
creased electric and gas rates. The requested increases
in annual electric and gas revenues are $148.928.000
and $4 924,000, respectively. based on a projected
test year ending December 31, 1983, the inclusion in
rate base of $450 million of CWIP and the recovery over
a ten-year period of the expenditures related to the
terminated New Haven ana Jamesport projects. The
requested increases are designed to produce a 17.5%
return on common equity. The PSC is not expected
to reach a final decision on this rate application until
January 1983 The Company has no assurance that
such higher rates will be granted

The Company's funds requirements were provided
by the following sources

1981 1980 1979
(Thousands of Dollars)

Operations $155872 $128.702 $118.317
Securities sales

Bonds 160.000 — 50,000

Preferred stock 60,000 — 20,000

Common stock 50609 48 416 7.243
Notes payable

Bank loans — 74,500 44 215

Commercial paper 28.200 - —
Contract settiement

agreement 11.271 — e
Sale and leaseback

of service centers —- 9,300 —

$465 752 $260918 $239.775

In 1982 the Company will be required to raise external
funds of approximately $470 million. This external
funds requirement is needed for the construction program
and to supply the $60,737.000 needed for refunding
and sinking fund requirements on first mortgage bonds
and preferred stock. In 1982 the Company issued
$61 million of 974% unsecured three-year notes '~ Zon-
nection with a tax-exempt financing. $50 million
principal amount of first mortgage bonds, 18% series due
2012 and 2,500,000 shares of common stock

Management has provided supplementary information
to disclose the effects of changing prices in Note 14
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! Financial and
Operating Statistics

SUMMARY OF EARNINGS

OPERATING REVENUES

Electric

Gas

Total
| OPERATING EXPENSES
Operation. fuel
other

tlectncity purchased and

interchanged
Gas purchased
Mamtenance
Depreciation
Federal ncome tax
Other taxes

Total
OPERATING INCOME

OTHER INCOME
AND DEDUCTIONS
Allowance tor other tunds
used durng construction
Federal income tax credit
Other, net

INCOME BEFORE
INTEREST CHARGES

INTEREST CHARGES
Interest on long-term debt
Other interest
Allowance for borrowed funds
used dunng construction
Interest charges —net
NET INCOME
PREFERRED STOCK
DIVIDENDS
EARNINGS AVAILABLE FOR
COMMON STOCK
COMMON STOCK DIVIDENDS

RETAINED EARNINGS
Avetage number of shares of

commaon stock outstanding
(thousands)

Earnings per average sha'e
Dividends paid per share

1981

1980 1979 1978 1977 1976 1971
(Dollars in Thousands)

$609 178 | $506.502 $477643 $433.774 $374456 3$33087C $176574
158.361 138,812 110,568 98 397 84 996 77.397 44 488
767 539 645 314 588211 532171 459 452 408,267 221.062
177,592 151 404 142 141 118 384 87 181 72,621 32,205
108,294 96877 83226 74 465 67.544 60.132 32574
7.029 (2.030) 2626 19059 46,599 33679 15293
112176 | 100895 74 542 63 896 56 284 47 944 26,455
51616 44 121 40 569 38.529 33.709 29.757 17,294
49 448 47 486 43 807 41 462 34 544 32 589 24 118
43 844 28 382 27163 16.350 330 7.751 1,825
72 935 63 552 63.362 57 064 50645 44 296 25 608
622 934 530.687 477436 429209 376 836 328 769 175,372
144 605 114,627 110,775 102 962 82616 79 498 45 690
21922 21,029 17,486 10659 14056 7 803 975

9471 10,496 9815 8383 1.255 1,166 -
_ (234) (266) 93 202 (160) (158) 109
175 764 145 886 138.169 122 206 97 767 88.309 46.774
68,773 61.217 £5.347 52337 45 119 39712 20877
9987 6.361 3289 5.302 4010 2673 653
(10.797) (9 896) (7 856) (5.996) (11.307) (5.961) (796)
67963 | 57682 50,780 51643 37 822 36 424 20,734
107 801 88 204 87 389 70,563 59 945 51.885 26.040
17.536 14 567 14117 13090 13,094 10.465 5205
90 265 73.637 73272 57 473 46 851 41,420 20835
58.657 49 091 44 441 38732 33564 28 375 17.145
$ 31608 | $24546 $ 28871 §$ 1B74t § 13287 $ 13045 §& 3690
30 586 27311 25.886 23393 21.208 18181 12.365
295 $2 70 $2 83 $2 46 $2 21 $228 $1.68
$1.94 $1.82 $172 $1.68 $160 $1.60 $139
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Financial Statistics

INCOME STATISTICS

Return on average commaon

stock equity —percent
Martgage bond interest
times earned
Interest charges and
preferred dividends
umes earned
Average common Stock
equity per share
PROPERTY. PLANT
AND EQUIPMENT
Electric
Gas

Giner
Total

ACCUMULATED
DEPRECIATION

CAPITALIZATION
Long-term debt
Preferred stock
Common stock equity

Total capitalization

CAPITALIZATION
RATIOS (percent)
Long-term aebt
Preterred stock
Common stock equity

NOTES PAYABLE
Bank 'oans
Commercial paper

Total

NUMBER OF
STOCKHOLDERS
Common stock
Preferred stock

PAYROLL (incluging
pensions. elc)

Charged 1o operations
Charged 1o construction
and other accounts

Total

Number of employees
end of year

1981 1980 1979 1978 1977 1876 1971
(Doliars in Thousands)

134 123 134 118 109 114 92
28 26 26 25 25 24 26
19 19 20 18 18 18 18
$22 01 $21.92 $21.17 32082 $2017 $19 96 $1833
$2209278 | $1942378 $1787229 $1659928 $1520410 $1353604 $795049
133.156 127.458 120,760 117168 114076 111.062 94 567
49278 | 47 407 40910 40584 38 597 36,743 20818
$2391.712 | $2.117.241 $1948899 $1817680 $1673083 $1501409 $910434
$ 490579 | § 45246° § 411742 $ 376‘9_3_3 $ 350014 3 324852 $217.597
$ 863398 | $ 837819 § 78067 $ 721347 $ 67796 $ 595026 $394792
246 812 191 550 196 287 176.375 176 463 176543 91,957
722 709 642 217 569 363 533.406 442 950 393 184 227 446
$1832919 | $1671586 $1546321 $1431.128 $1297 314_ $1.164.753 $714.195
471 50 1 505 50 4 523 51.1 553
135 115 127 23 136 151 129
394 384 368 37 .3 341 338 318

$ 2000 | $ 74500 $ $ $ 21000 $ 15000 $ —
_-_35000 6.800 25,500 35.300 59 500 40 500 4 000
$ 37000 |$ 81300 $ 2550C $ 35300 $ 80500 $ 55500 $ 4,000
71 46¢ 70.737 67.014 64 579 51,580 45,146 25,033
5932 6083 6.308 6.503 6 544 6.591 3605
$ B83044 |$ 73442 $ ©6661! $ 58186 $ 55639 $ 51175 § 28594
44 504 430& 41 664 40179 37518 34 419 18,176
$ 127548 | $ 116488 $ 108275 $ 98365 $ 93157 § 85594 § 46770
4 307 4310 4 200 4215 4 202 4170 3785




Electric Sales Statistics

Kwh Sales (midlions )
Residential
Commercial
industnal
Public authorities
Other electng utihitas

Total

Operating Revenues (thousands)
Residental
Commercial
Industnial
Public authorities
Other electric utilities
Other operating revenues

Total operal - g revenues

Operating Revenues per kwh (cents)
Residential
Commercial
ingustnal
Public authorities
Other electne utilities

Average revenue per kwh

Number of Customers (average for year)
Residential
Commercial
Industrial
Other

Total

Annual Average Use (kwh)
Residental
Commercial
Ingustnal (thousands)

Annual Average Bill
Residential
Commercial
Industnal

1981 1980 1979 1978 1977 1976 1971
4429 4325 4329 4297 4203 4093 3125
2516 2485 2455 2438 2370 2322 1,700
2845 2769 2843 2632 2515 2369 2045
1.218 1.163 1.152 1.125% 1123 1.12 881

___ 8 16 10 23 27 26 1,296

1106 | 10758 10789 10515 10238 9922 9047

$271335 | $206867 $215504 $197024 $168041 $151790 $ 80350

142643 | 119545 111292 103192 89899 79857 35536

121618 | 98976 94013 81332 70009 58095 24705

64113 | 53139 49802 45679 40776 35808  17.141

301 467 301 438 447 414 15,809

9 168 7508 6731 6109 5284 4906 3033
$609 178 | $506 502 $477643 $433774 $374456 $330870 $176574
613 525 498 459 400 37 257
567 481 453 423 379 344 209
427 357 331 309 278 245 121
526 457 . 406 363 322 195
376 292 301 190 166 159 122
553 47 443 413 3 66 333 1.95

599,117 | 593321 586665 578982 571701 564502 513187

58164 | 57174 56568 55725 55113 54808 51,192
348 1.319 1290 1298 1284 1279 1217

9684 | 9554 9396 9226 9042 8633 7577

668.313 | 661368 653919 645231 637140 629222 573173
7393 7.289 7.379 7422 7 352 7252 6089

43257 | 43464 43399 43751 43003 42366 33208
2111 2009 2204 2028 1959 1.852 1,680

$ 453 |$ 382 $ 367 $§ 340 $ 294 $§ 269 $ 157
2 452 2,091 1.967 1852 1631 1457 694
90221 | 75039 72878 62659 54524 45422 20300




Electric Operating Statistics

PRODUCTION DATA
Systern Capability (megawatts)
Net generating capability
Steam
Hydro
internal combustion

Total .
Purchased—Power Authority
~Other

Total system capability

Annual Load Factor (percent)
Coal Bumed (thousands of

net tons)
Coal Heat Value (Btu per Ib )
Btu per Kwh Generated (net)
Kwh Production —net (millions)

Generated

Purchased

interchanged

Total

Production Expenses (thousands)
Generated .
Purchased
Interchanged {net)

Total

Production Costs per Kwh (milis)
Generated .
Purchased

Total incl. Interchange

ELECTRIC OPERATION AND
MAINTENANCE EXPENSES
(thousands)

Production

Transmission

Distribution

Customer accounting
Customer service
Administrative and general

Total

34

1981 1980 1979 1978 1977 1976 1971
1.720 1.745 1,734 1.728 1,527 1377 1.354
38 38 38 38 38 38 38
11 11 14 14 14 14 14
1.769 1.794 1.786 1.780 1.579 1429 1,406
764 774 680 712 824 848 541

242 250 200 100 100 200 —-
. 2775 2818 2 666 2592 2503 2477 1947
64 4 671 652 636 629 610 638
4867 4724 4 748 4430 3.720 3395 3214
11.600 11537 11.378 11.141 11,056 11123 11,353
10,701 10.639 10 582 10,744 11,145 11.112 10.879
10.762 10449 10430 9350 7.606 7.046 6.920
2419 3.127 2765 3.282 3.509 4 383 3.101
(923) {1.408) (1.082) (909) 201 (298) (47)
12258 12 168 12.113 11.723 11.316 11.131 9974
$216805 | $185.109 $171079 $148285 $110448 § 91724 § 45034
47.140 47 202 35757 37.297 39670 34 926 15 486
(40.111) (49231)  (33.131)  (18.238) 6929 (1.247) (193)
$223834 | $183170 $173.705 §$167.344 $157.047 $125403 $ 60.327
2015 17.72 16 40 15.86 14 52 13.02 651
1949 1509 1293 1136 11.30 797 499
18 26 1505 14 34 1427 1388 11.27 605
$223 834 $183.170 $173.705 $167.344 $157.047 $125403 §$ 60.327
11.308 9930 8616 8171 7612 7.058 4 356
32,287 30 455 27,306 22 644 22 544 21,569 11.712
13.449 11379 10 467 9467 8527 7672 4293
3719 3 669 3.137 2887 2.605 2,507 1.820
40,129 34 423 29 664 25,537 22972 20.068 8398
$324726 | $273026 $252895 $236.050 $221.307 $184277 $ 90.906




qu Department Statistics

Dekatherm (dth) Sales (thousands)
Residental
Commercial
Industnal
Other

Total

Operating Revenues (thousands)
Residential
Commercial
Industnal
Other

Total operating revenues

Operating Revenues per dth
Residential
Commercial
Inaustnal
Other

Average revenue per dth

Number of Customers (average for year)
Residential with house heating
Residential without house heating
Commercial with space heating
Commercial without space heating
Industnial
Other

Total

| Annual Average Use (dth)
Residential
Commercial
Incdustnial

Annual Average Bill
Residential
Commercial
Industnal

Cost of Natural Gas Purchased
Amount (thousands)
Per dth

Gas Operaton and Mantenance
Expenses (thousands)
Producton
Tranamission and distribution
Customer accounting
Customer service
Admirustrative and general

Total

1981 1980 1979 1978 1977 1976 1971
16412 16482 17 312 18,386 18.373 19 958 20,781
8.044 7,937 8.150 8654 8.408 9 484 9 600
11.509 9 883 9.336 8651 7 968 9243 12,270

3991 3,356 3.600 3638 3.132 3808 3,420
_}_‘_3_916 ¥ 658 38 398 39329 37 881 42 493 46 071
$ 71399 | » 66333 $ 54196 $ 50642 § 44895 § 40387 §$ 23.637

30 989 28 698 22894 20908 18.236 16.850 9 256
40077 31.730 23,461 18.252 15.206 13.668 8 495
15896_ 12 051_ 10,017 8595 6 660 6.492 3100

S_t§§_3_6_1 $138812 $110568 §$ 98397 $ 8499 $ 77397 $ 44488
$ 4351 % 402 § 313 $ 275 % 244 % 202 § 1.14
385 362 281 242 217 178 96
348 321 251 2.11 1.91 148 69
398 359 278 236 2.13 1.70 9N
$ 3% | % 369 § 28§ $ 250 $ 224 § 182 $ 97

102 386 99 969 98,044 97 469 97 082 97 496 92 021
9910 11,117 11,917 12,124 12,630 12812 15,737
13.540 12 909 12.714 12,752 12 809 12 985 13.146
1.080 1.108 1198 1,233 1,234 1,266 1,379

395 383 365 37 380 384 417
1.144 1174 1163 1188 1,241 1.142 1,130
128.455 126 660 125,401 125.134 125,376 126 085 123,830
146 148 157 168 167 181 193

550 566 586 619 599 665 661
29,137 25,804 25578 23321 20968 24 070 29424

$ 636 | $ 597 § 493 § 462 9 409 $ 366 $ 219
2.120 2047 1,646 1.495 1,300 1,182 637
101,461 82 846 64 277 49197 40013 35594 20 366
$112176 | $100895 § 74542 $ 63896 §$ 56284 § 47944 § 26455
282 259 194 162 150 1.11 58
$112410 | $101174 §$ 74804 $ 64089 § 56923 § 48210 §$ 26490
8.249 7 608 777 6.775 6 469 5939 3018
2975 2589 2158 1.988 1812 1.705 1,024
871 749 646 479 480 321 179

7476 6121 5424 4 952 4 326 3681 2205
313*9_8_’. $118241 $ 90209 $ 78283 $ 70010 § 5985 § 32916
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Transfer Agent for Preferred Stock:
Chemical Bank
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4 New York Plaza New York NY 10015

Stockholder Records: Commun catons
regarding stock transfer requirements
or lost certificates should be directed 10
the transter agent Changes of address
may be sent to the Secretary Inquinies
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The Company files an annual report
on Form 10-K with the Securities and
Exchange Commission. Stockholders
may obtain a free copy of this report
from the Secretary upon request.

Securities Listed on the New York
Stock Exchange:

Common Stock
3 75% Preterred Stock
8 B0% Preferred Stock
8 48% Preferred Stock ($25 Par Value)
15% Preferred Stock ($25 Par Value)
10 60% First Mortgage Bonds due 1982
7% First Mortgage Bonds due 2001
9% First Mortgage Bonds due 2005
9%:% First Mortgage Bonds due 2006
8v:% First Mortgage Bonds due 2007
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Major Generating Stations

All coal-fired

(Kilowatts)
1. Homer City 921,000
2. Milliken 305.000
3. Greenidge 203,000
Goudey 129,000
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