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August 29, 1984

. Director of Nuclear Reactor Regulation
United States Nuclear Regulatory Commission
Attn: Mr, Steven A, Varga, Chief

Operating Reactors Branch No. 1
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Washington, DC 20555

Reference: Beaver Valley Power Station, Unit No. 1
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Licensee Financial Information - 1983

Gentlemen:

Forwarded herewith for your information and use are ten (10) copies each
of the annual financial reports of Duquesne Light Company, Ohio Edison
Company and Pennsylvania Power Company. These reports are filed with your
office for Licensees of Beaver Valley Power Station, Unit No. 1 in accordance
with 10 CFR 50.71b.

Very truly yours,

C LLTFELL

J. J. Carey ,’4;(,
Vice President, Nuclear

cc: Mr. W. M. Troskoski, Resident Inspector
U. S. Nuclear Regulatory Commission
Beaver Valley Power Station
Shippingport, PA 15077

U. S. Nuclear Regulatory Commission
c/o Document Management Branch
Washington, DC 20555
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To Our Stockholders

Duquesne Light’s revenues and net
income were both higher in 1983
than in the previous year. While
heavy industry remained depressed,
other areas of business advanced.

QOur changing market

Traditionally a mainstay of
Duquesne Light's business, the steel
industry in this area operated at an
even lower level than in 1982, with
continuing high unemployment
among local steelworkers. We expect
this area’s steel industry, and its con-
sumption of electricity, to recover
slowly over the next three years, but
not to the level of 1981. Almost cer-
tainly, a part of the decrease in
steelmaking demand for electricity
will be permanent; some of the older
steelmaking facilities, no longer cost-
competitive, probably will never
reopen.

Fortunately for our community
and for Duquesne Light, the trend of
economic development in this area
over the past two decades has been
one of diversification. This trend has
helped to reduce the effects of the
decline of the area’s heavy industrial
base and the loss of steel-related
jobs.

This transition is still in progress.
The Pittsburgh area ranks fifth in
the U.S. as a center of research and
development and continues to
develop as a corporate and financial
center. Additionally, advanced tech-
nolegy is a growing segment of this
new makeup of local business and
industry. Employment also is
increasing in service-oriented
industries such as banking, transpor-
tation, health care and retail sales.
These economic strengths account
for the fact that our commercial and
residential sales were strong last
vear, considering the recession.

We can reasonably expect that
recovery and new growth will create
as many as 30,000 new jobs in our
area next year. However, this
growth will not make up for our load
losses quickly. The expected sources
of the growth, such as office build-
ings and advanced technology
industries, do not use electricity in
the same quantities as steel mills. It
may well be three or four years
before we see a summer peak load
equal to that of 1981.

Long-term investment
considerations

Recognizing these limitations on our
growth prospects, Duquesne Light is
currently engaged in a strategic
planning process to help establish
operating goals. The aim is to deter-
mine the lowest level of revenue that
will provide a reasonable level of
earnings for stockholders, and to
determine the lowest level of
investment that will maintain and
improve service to the 559,000
customers who depend on us for
elec.ricity.

Since generating units under con-
struction are scheduled to give
Duquesne Light an additional 445
megawatts of capacity during this
decade, we do not presently foresee
a nec? for further generating capac-
ity until about the year 2000. This
should reduce our dependence on
capital financing and thus improve
our ability to hold the line on costs.

Cost reduction measures

Cost reduction, always a major man-
agement goal, is urgent at this time;
not only for the sake of earnings,
but also to remain competitive. Serv-
ing a major northeastern metropoli-
tan area, as Duquesne Light does, is
costlier than serving less densely
populated areas. Loss of business to
neighboring utilities or the move-
ment of corporations to the
"Sunbelt” could cost us some larger



customers and have the eventual
effect of raising costs for our other
customers. We have no fl)L’h"“' priori-
ties than controlling costs with the
aim of keeping our rates competitive.
One means 1s our continuing
(‘4)1!\}t:1!:\-‘.\'lcit' cost reduction pro
gram, which again produced large
savings. During the year, negotia
tion of a new two-year union con
tract resulted in productivit)
improvements and fringe benefit
modifications. In addition, a new
reorganization plan, which will be
implemented in 1984, will reduce
costs by making our operation leaner

and more cost-effective

Management reorganization

The reorganization plan consolidates
all operating divisions and depart
ments under the direction of five
Group Vize Presidents. It should
reduce total staffing by about 100
positions. The reduction in number

of employees will be brought about
largely through a new voluntary
early retirement program.

Community involvement

In 1983, we recognized a growing
problem of people facing a hardship
because of m:xi»ili!) to pay the
increasing cost of heat and light. To
help alleviate this problem, we pro
vided strong planning and financial
and fund-raising support to a new
independent agency, the Dollar
Energy Fund, which provides
assistance when government help is
madequate.

Duquesne Light employees
pledged a total of $333,600 to the
United Way of Southwestern Penn-
sylvania. Additionally, our employ
ees donated $58,100 in 1983 ‘o a
Salvation Army food bank for unem
ployed workers. Approximately 65

of our L‘.’UHrm;»it\\rr~ ~I;f'!;"'f pay

roll deduction cards to contribute $1

pach pay to the food bank

Our service area

The recession was ?:;11‘1' ronour
service area than on most parts of
the country. Local unemployment

- 4 n lasral < } " +1
persisis al a ievel well above the

national average, with only gradual
relief in sight. In this situation. our
long-term area development pro-
gram is of particular interest. In the
past 12 months, more than 3,000 jobs
have been added or retained as a
result of this Duquesne Light effort
This area faces a difficult come
back. But people here are a hardy
!-?"'t"'i. “~ have ‘.\t’.’t"}\!‘!'l |! worse

storms

Our towns
An underlying strength of our

larger comniunity is th

» great diver
SILY among the many smalier com
To illustrate this,

we feature in this report photos of

munities within it.
five of the towns we serve. | cannot
call them typical, because they are
all so different ["'l'h:x}m this very
variety 18 a clue as to why, hard
times or not, this region displays
such vitality

Although many challenges lie
ahead, I am optimistic about the
future of our service area. Duquesne
Light's Management and Board of
Directors acknowledge and appreci
ate the support ol the many stock-
holders, employees and customers
who contributed to the ("’Hiliix!‘_",
progress in the past and will help to

meet the

,J"}[H \1
Chairman of the Board and

President

hallenges of the future

Arthur
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Perspective of 1983
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| Construction and financing

Work continued at the nuclear Bea
ver \':-”t’_'\' Power Station Unit No. 2
and at the nuclear Perry Plant Units
Nos. 1 and 2. Duquesne Light has a
13.74
Led. |

'ﬁ}n"ﬂ' units

OW ilt‘l"\}lL[: interest in each of
Other maic ' construc-
tion projects included a .ew Western
District Headquarters b lding and a
| simulator/training building at
‘ Beaver \’:lHi'_‘.' Power Station
Our total capital expenditures for
About

of this was generated internally

the year came to $224 million.
i 26%
| The balance was raised by outside
finaneing. This included
1. On Apnil 14, 1983 the Company
issued $60 million prineipal
of 12'57% First Mortgage
Bonds, Series due April

Net proceeds to the Company

amount

0
)

1 201

were approximately $59.3 million

~

| 2. On August

1ssued 2,475,000 shares of Com

2. 1983 the Company

> mon Stock. Net proceeds to the
Company were approximately
$39.4 million

{ 3. On November 1, 1983 the Ohio Air

Quality Development Authorit)

1973 74 '75 76 '77 78

79 80 81 '82 '83

Cost of Fossil and Nuclear Fuel

- rE .
) I!l"("w';.;"-'i!l\v

1Issued $20.5 million of tax exempt

1

poiiution contro: revenue honds to

finance the ('t-'::}».u;\;'r share of

the costs for certain ;mi!(.fm:, con

orx] Faurml ‘
Lroi rac:ities at

the coal-fired
Sammis Ml\!w! Net proces ds to the
Company were approximately
$19.8 million

. Un !'!‘('t mber 6. 1983 {};.» { ',.”

pany issued £50 million of 13

B V"‘
First

[ 'o‘l'w!‘,[}n r L

.\I'II'T;‘:(}__"" Bonds, Series due

__'l”,:; ,\.rT Drocees

. .
to the ( ompany were approxi

it ls 1) 3 mnzlis
mateiy »>4..9 mihon

O DA AT
ISS i"'i._.')_t.‘x”.

hares of Common Stock in 1983
pursuant to its Dividend Rein
vestment Pla

mon Stock through this plan

[ssuances of Com-

aggregated approximately $39
In addition, 143,727 shares

miion

of Common Stock were 1ssued
pursuant to the Company 8

Employee Stock Ownership Plan

i'arewell, steam heat
On May 31,

ll!l!;"?.!;('t‘fi in

1983, foilowing the plan
1982, Duquesne
Light's long-unprofitable subsidiary,
Allegheny County Steam Heating
Company (ACSH) terminated steam
service to the publie. The estimated
loss from discontinued steam heat
was recognized in

INg ope rations

1 9 7T g . oty '+ .
1982. The major portion of the steam

+

tribution svstem which ACSH had

sferred to, and is

}:

ais

operated was tral

being operated by, a newly-formed
P

1

l'lun[n‘f'.’{h.' 0O Leam users

Rates
On January 28,

hihhin Ity
nid } Ui { Iy

1983 the Pennsviva
Lommission (f'] ()
entered a hinal or fn"'-“n‘,r'!'?l‘-\,j'}:-

(Con 11 s request for a $165 milhion
(SUDS# 11641 red ‘0("(7\1 ,,A.H

On) Ierease 1n annual rates wnicel
vas iled on April 30, 1982. The order

ENNSBURY
VILLAGE

‘E"’*"'V" -

The Borough of Pennsbury
Village came into existence
fully grown. It was built in
the Sixties as a rental
development—500 town-
houses, mostly two-
bedroom. When the town-
houses were converted to
condominiums, the new
owners (average age 31)
decided they were not sat-
isfied being part of a larger
municipality. They issued a
Declaration of Secession,
performed the necessary
lega! gymnastics, and
launched their own unique
local government.

Now the Borough takes
care of roads, enforces
laws and provides fire pro-
tection: the Condominium
Council takes care of
everything eise. That
includes water, sewage,
and heating—all units of
equal size pay the same
service fee which also
includes use of the pool and
community center, exterior
work on the homes, trim-
ming shrubs and mowing
lawns. The 870 people who
live in Pennsbury Village
know it is never going to
expand. They also know
that living there is never
going to be much trouble.

Pennsbury village is tiny
... not much more than a
few acres. But, as we said
earlier, our service area is
indeed diverse.
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allowed $105.8 million or 647 of the
rate increase originally requested.

On April 29, 1983 the Company
filed a new rate schedule with the
PUC estimated to increase annual
revenues by approximately 5.67% or
$49.9 million per year. This was the
lowest general rate increase request
by the Company since 1971. On Sep-
tember 16, 1983, the PUC approved a
settlement of the rate proceeding
which provided for an increase of
$21 million, or 42% of the amount
requested. The early settlement of
this request allowed t1e Company to
begin collecting the increase about
4'% months earlier than the normal
decision date.

On July 22, 1983 the PUC
approved the Company’s request to
lower its Energy Cost Rate for serv-
ice rendered on and after August 1,
decreasing electric bills for the aver-
age residential customer by about

¢

IL. NUCLEAR

Beaver Valley Unit No. ! isa
reliable performer

Beaver Vailey Unit No. 1 was shut
down for refueling and modifications
on June 11, 1983 and was returned to
service as scheduled on September
24, 1983. During the outage, 33
design modifications were made to
the plant, 21 of which were required
by the Nuclear Regulatory
Commission.

From the beginning of the vear
until June 11, this nuclear unit oper-
ated at an availability factor of 967
On an annual basis, taking into
account the shutdown period, its
availability factor was 687,

In February 1983, the Emergency
Preparedness Plan for Unit No. 1
was tested in a full-scale, all-day
drill. Federal agencies determined
that public health and safety can be
adequately protected in the event of
a nuclear emergency.

Beaver Valley Unit No. 2 is on
schedule

Construction of Beaver Valley Unit
No. 2 proceeded on schedule; at year
end, this nuclear plant was 787 com-
pleted. The Nuclear Regulatory
Commission and the Institute of
Nuclear Power Operations audited
the engineering and construction
work, and both reported acceptable
performance. Barring unforeseeable
delays, the operating license should
be granted by the time the unit is
ready for its initial core loading near
the end of 19%85.

1. ENVIRONMENT

For the second year running, various
members of Congress proposed leg-
islation to “do something’” about the
acid rain problem. If some of the
most stringent proposals are
adopted, Duquesne Light could be
required to spend as much as $335
million for flue gas serubbers and an
additional $100 million a year for
operation and maintenance of these
devices. Customers’ bills could
increase as much as 6% to 12%, and
this area’s already depressed steel
and coal industries would be badly
hurt. Duquesne Light has proposed
an alternative. It calls for acceler-
ated research (the causes of acid rain
are not scientifically established); an
emission ceiling for sulfur dioxide;
innovative alternative methods of
neutralizing acidity in lakes and
streams; and a trade-off policy
between types of chemical com-
pounds that may lead to airborne
acids. The plan would reduce the
emissions that are blamed for
causing acid rain, yet cushion the
human and cost impacts.

OMESTEAD

Our other community pro-
files show you the diver-
sity of cur 800-square-mile
service area. Homestead
offers a more traditional
and oftentimes stereotvped
view of Pittsburgh—the
mill town.

The names of similar
steel mill towns may ring a
bell. Aliquippa. Braddock.
Duquesne. Munhall.
Monessen. For many years,
through the Fifties and Six-
ties, mills in these towns
roared ‘round the clock.
The mill towns, like Home-
stead, thrived. For a variety
of reasons, the boom ended
in the Seventies and early
Eighties. One by one the
mill furnaces have been
going cold.

Nobody expects the mills
to come back all the way,
but in Homestead, Aliquippa,
Braddock and the rest,
there's a dogged hope that
the worst has passed.
Homestead has endured
hard times before. What
will happen to its mills?
Until the answer is in, fe0-
ple here are doing what
they can, getting by, tough-
ing it out.
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While the PUC-mandated manage
ment audit of 198

Barker and Sloane, Inc. found

a railroad moved its head-
quarters here, and an
entrepreneur put up an
exhibit hall that drew over

|  existing managers. A total of about half a million buyers and
conventioneers last year.

Monroeville is only 14
miles from downtown
Pittsburgh and even closer
to three major universities.
it, and other communities,
are starting to sprout build-
ings with company names
that don’t have any vowels.
Advanced-tech is taking
root around here.

1982 1983

High Low Commeon Stock
The principal trading market for the Company's Common Stock is the New York Stock

10 ' Exchange. The stock 1s also listed on the Philadelphia Stock Exchange
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Duquesne Light's operations to be
generally acceptable, it also made
some specific recommendations to
further improve our operations. We
have been implementing certain of
these recommendations. One visible
result in 1983 was a wider use of
computerized information systems.
Benefits included increased clerical
productivity, improved customer
service and enhanced management
control.

T&D moves

Early in the year, the Transmission
and Distribution Departnient moved
its Western District headquarters to
a new building in Center Township.
This completed a multi-year consoli-
dation of Western District opera-
tions. There are seven sections and
approximately 200 emnloyees at this
location. The consolidation of three
facilities has reduced costs and has
made it more convenient for several
departments to work together.

Most important awards of 1983
We take pride in a good safety
record, and special pride in awards
like these received in 1983:

From the Pennsylvania Electric
Association, an award for the best
accident-prevention record in the
Commonwealth’s electric utility
industry.

From the Pennsylvania Electrie

Association, an award for meritori-

ous results in the prevention of
disabling shocks and burns.

From the Edison Electric Insti-
tute, the Injury Frequency Reduc-
tion Award certificate, for having
reduced injury rates 257 in a sin-
gle year.

V. COMMUNITY CONCERNS
Inability to pay

With heavy industry in our area still
in deep recession, the number of our
customers unable to pay for electric

service has grown noticeably.

Duquesne Light has worked with
various community groups for over
two years to establish an energy
assistance fund. In 1983, we helped
found the Dollar Energy Fund, an
independent, non-profit agency
which was formed to meet the spe-
cific problem of inability to pay.
Duquesne Light supported the Dol-
lar Energy Fund with start-up, pro-
motion and administration funds. We
mailed more than a million of the
Fund’s appeals along with our regu-
lar monthly bills, In addition, we will
provide up to $50,000 in matching
credits for the accounts of eligible
Duquesne Light customers receiving
assistance from the Dollar Energy
Fund. While only in existence for a
little over three months, the Fund
had received $55,970 in cash contri-
butions from customers by year end.

Conservation

Besides conducting energy audits at
below cost for residential customers,
Duquesne Light conducted a series
of free lunchtime energy conserva-
tion presentations for the public at
our new headquarters in downtown
Pittsburgh. We also sponsored a load
management seminar for commer-
cial, industrial and governmental
customers.

More jobs

For the 25th year, Duquesne Light
nperated a full-time Area Develop-
ment Department that works to
expand the local economy and
expand employment opportunities in
our service area. The department
staff worked with 180 prospective
employers during the year. Their
efforts included finding land or
buildings, locating financing, expe-
diting permits and providing studies
on markets and labor skills. Our
staff secured 52 commitments to
expand or relocate in our service
area. The result was 2,960 jobs

added or retained.

TOWNSHIP:

ENTER
TOWNSHIP

Drive along the main north-
south road, first cut when
this was Indian country,
and you see one side of
Center Township—a bed-
room community. People
commute to Pittsburgh, 40
minutes on the express-
way. It's a chore, but
Beaver County taxes are
low. When asked why they
live here, people mention
the colleges—a community
campus and a Penn State
branch—easy shopping at a
very large mall, and their
friendly neighbors.

Drive the side roads and
you see the other side of
Center Township—the
countryside. Better than
half of the township's 15
square miles is farm and
fallow, water and woods,
hills—places quite wild—
and, of course, gquiet.
Hardly a place in the town-
ship is more than a 10-
minute walk from where
you can follow a deer trail.

Wide open spaces—we
have them in Center Town-
ship and in other parts of
our area.
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Company Report on Financial Statements

The Company is responsible for the financial informa-
tion and representations contained in the financial
statements and other sections of this Annual Report.
The Company believes that the financial statements
have been prepared in conformity with generally

ace pted accounting principles appropriate in the ecir-
cumstances to refiect, in all material respects, the sub-
stance of events and transactions that should be
included and that the other information in the Annual
Report is consistent with those statements. In prepar-
ing the financial statements, the Company makes
informed judgments and estimates based on currently
available information of the effects of certain events
and transactions.

The Company maintains a system of internal
accounting controls designed to provide reasonable
assurance that the Company’s assets are safeguarded
and that transactions are executed and recorded in
accordance with established procedures. There are lim-
its inherent in any system of internal control based on
the recognition that the cost of suci a system should
not exceed the benefits to be derived. The system of

internal accounting control is supported by written pol-

icies and guidelines and is supplemented by a staff of
internal auditors. The Company believes that the inter-
nal accounting control system provides reasonable
assurance that its assets are safeguarded and the
financial information is reliable.

The accompanying consolidated financial statements
have been audited by Deloitte Haskins & Sells, inde-
pendent certified public accountants, whose appoint-
ment was approved at the 1983 Annual Meeting of
Stockholders. Their examination was made in accord-

ance with generally accepted auditing standards and
included a review of the system of internal aceounting
controls and tests of transactions to the extent they
considered necessary to provide reasonable assurance
that the financial statements are not misleading and do
not contain material errors.

The Board of Directors has an Audit Committee
composed of four non-officer directors which met four
times in 1983. The Audit Committee has the following
duties and responsibilities: (1) recommend the indepen-
dent public accountants; (2) review the planned scope
and results of their audit and other services to be per-
formed; (3) review the financial statements and the
related report of the independent public accountants;
(4) review with the officers, internal auditors and the
independent public accountants the adequacy of the
Company's system of internal accounting control,
including their recommendations with respect thereto;
and (5) review the planned scope and results of the
internal audit function. The independent certified pub-
lic accountants and internal auditors have full and free
access to the Audit Committee and meet with it, with
and without management being present, to discuss
internal accounting controls, auditing and financial

reporting matters.
€\ Qukezz oy b
John M. Arthur

. M. Atkinson
Vice President- Chairman of the Board
Finance and and President

Accounting Group

Opinion of Independent Certified Public Accountants

DELOITTE HASKINS & SELLS
Certified Public Accountants

Two Gateway Center

Pittsburgh, Pennsylvania 15222

TO THE DIRECTORS AND STOCKHOLDERS
OF DUQUESNE LIGHT COMPANY:

We have examined the consolidated balance sheets of
Duquesne Light Company as of December 31, 1983
and 1982 and the related statements of consolidated
income, retained earnings, capital surplus and changes
in financial position for each of the three years in the
period ended December 31, 1983. Our examinations
were made in accordance with generally accepted
auditing standards and, accordingly, included such

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

In our opinion, such consolidated financial state-
ments present fairly the consolidated financial position
of Duquesne Light Company at December 31, 1983 and
1982 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, 1983, in conformity
with generally accepted accounting principles applied
on a consistent basis.

2%%, Seble

February 15, 1984



Statement of Consolidated Income

For the Three Years Enaed December 31, 1983 o
(Thousands of Dollars, Except Per Share Amounts)

1983 1982 1981
ELECTRIC OPERATL.IG REVENLUES $800,345 $746,462 $786,229
OPERATING EXPENEES:
~ Fuel g bat k. 192512 229693 242871
Purcha.sed power (saleg)—net » (7.330) (23,172) 16,189
Ot!wr operation LY Rl 136,188 126,151 113,423
Maintenance (Note N) SR I ST L i F : 65,016 66,855 63,106
__I_)_ggreclatlon s : o 73,682 62,939 60,854
~ Taxes other t.han mcome taxes (Note N) e T » 60,651 57,476 57,694
Income taxes (Note H) 92,954 71,213 72,263
Total Operating Expenses 613,673 591,155 626,400
OPERATING INCOME 186,672 155,307 155,829
OTHER INCOME:
_Allowance for equity funds 1 sed during construction 50,709 35,415 24,619
~ Incom taxes—eredit (? (Now ‘I) , W e 16,760 17,906 14,462
Other income and deductions—net 246 8,913 3,467
Total Other Income 67,715 62,234 42,548
INCOME. BEFORE INTEREST CHARGES 254,387 217,541 202,377
INTEREST CHARGES:
Interest on long-term debt 118,813 111,726 97,404
_ Other interest 5,736 3,471 6,957
Allowance for borrowed furds used dunng construction,
net of income taxes (15,388) (14,853) (11,393)
Total Interest (narges 109,161 100,344 92,968
2NCOME FROM CONTINUING ELECTRIC OF _RATIONS BEFORE
EXTRAORDINARY GAIN , 145,226 117,197 109,409
DISCONTINUED STEAM HEATING OPERATIONS (Note Cy.
~ Loss from operations of discontinued stezm heating subsidiary — (924) (53R)
Loss on dlsgo_smon of discontinued steam heatm“bslqu — (9,000) —
INCOME BEFORFE EXTRAORDINARY ¢ GAIN ( : 145,226 107,273 108,871
EXTRAGRDINARY GAIN ON EARLY EXTIN GUISHMENT
OF BONDS (Note D) — 9,609 —
NET INCOME 145,226 116,882 108 871
 DIVIDENDS ON PREFERRED AND PREFERENCE STOCK 22,411 22,761 22,976
EARNINGS FOR COMMON STOCK $122.815 $ 94,181 $ 85,895
AVERAGE NUMBER CF COMMON SHARES OUTSTANDING (000) 55,883 48 236 41,764
EARNINGS PER SHARE OF COMMON STOCK:
~ Income from continuing e electric operations $2.20 $1.96 3207
~ Loss from discontinued steam heatmg oPeratmns (\ ote (‘) — (.21) (.01)
Extraordmarigam (Note [}) — 20 —
Net income $2.20 $1.95 $2.06

—_— e e e e e ————
DIVIDENDS DECLARED PER SHARE OF COMMON STOCK $2.00 $1.90 $1.85
—_———— e e e e

The accompanying Notes to Financia! Statements are an integral part of these st.*ements.
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Duquesne Liiht Company

Consolidated Balance Sheet

December 31, 1983 and 1982
(Thousands of Dollars)

1983 1982

ASSETS

PROPERTY, PLANT AND EQUIPMENT:

__Electric plant in serviee $2,434916  $2,347,640

~ Construction worl- rogress 856,766 675,621
Held for future use 1,799 1,293

sk T P e D AR 3,203,481 3,024,554
Less accumulated leprecumon 535,641 504,680
Property, Plant and Equipment—Net 2,737,840 2,519,874

OTHER PROPERTY AND INVESTMENTS:

Nonutility property ) S 4 2,050 2,008
Miscellaneous investments 12,424 8,489
Total Other Property and Investments 14,474 10,497

CURRENT ASSETS:

_ Cash and temporary cash investments (at cost which approximates market) 73,751 33,663
Accounts receivable:

Customers (less reserve for uncollect’ble accounts of
: $2,652 and 82,270, respectively) - ks 69,822 60,177
Taxrefund ol S R D RN SO

__Other T IR ¥ ieaeT 2198

Materials and supplies (generaliy at average cost):
~ Coal Bt S S Y= N i SUMRCIRNN e 5
~ Other operating and c construction S e 34983 33964

_ Deferred income taxes s M R Ml S ORI IR PIRE 7 REaO 7,265

Other current assets 13,028 13,851
Total Current Assets 273,707 244,905

DEFERRED DEBITS:

_ Exaaordinary property losses (NoteB) o %6565 40334
Deferred coal costs(Nobes G and L . SO gt T T Ij e 2343 18,338
Other deferred debits 60,882 49,476

Total Deferred Debits 119,790 108,148
Total $3,145,811 $2,883,424

The accompanying Notes to Financial Statements are an integral part of these statements.




B e S e e

1983 1982
LIABILITIES
CAPITALIZATION (Note E):
Common Stock (authorized—75,000,000 shares; outstanding—58 419,659 and
53,276,525 shares, respectively) i e SR e = $ 58420 § 53277
Capitalsurplus e LU IR 724047 649,376
Retained earnings 175,938 165,340
Total Common Stockholders’ Equity sk i 958,505 867,993
Non-redeemable Preferred and Preference Stock * 7 s 156,137 T 156, 137
Redeemable Preferred and PreferenceStock 134979 140,829
First mortgage bonds I R AL W TRt s NS l 100,147 1006637
Other long-term debt T A 196984
Unamortized debt discount and premium—net (10,967)  (9,488)
Total Capitalization 2,572,820 2,362,042
CURRENT LIABILITIES:
Long-term debt maturing within one year (NoteE) 16700 12,500
__Accounts payable . A N 95030 98, 399
Accrued income taxes (Note H) gl e A A AT 778__ 6, 403
Other accrued and deferred income taxes LN, T O 608
Energy cost rate refunds A S D S A s A e e 7 9974
Accrued interest el e e T »40.399 Ao 29_@8}_
Dividends declared ¢ e MM 30,302
Sinking fund and purchase requirements (Note E) Biahot e _1_3_.;_!g1 . oeet
Reserve for loss on discontinued steam heating operations (Note C) 3,181 2,698
Total Current Liabilities 228,671 214,403
DEFERRED CREDITS:
Investment tax credits T T LT NP I . N
Accumulated deferred income taxes - o AT D5 SR 193,649 172600
Other deferred credits 6,907 7,932
Total Deferred Credits 344,320 306,979
COMMITMENTS AND CONTINGENT LIABILITIES (Notes G, I, L and M)
Total $3,145,811 $2 883,424
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Duquesne Light Company E i % ; i
Statement of Changes in Consolidated Financial Position

For the Three Years Ended December 31, 1983 (Thousands of Dollars) 1983 1982

1981
SOURCE OF FUNDS:
Continuing electric operations:
___Income [rom continuing electric operations before extraordinary gain $145,226 $117,197 $109 409
Items ot affecting working capital:
_ Depreciation 79,800 66,303 63,560
_Investment tax credit deferred—net 17,317 17,335 11,524
__ Income taxes deferred—net (noncurrent portion) 21,049 18,466 38,040
Allowance for equity and borrowed funds used during construction (66,097) (50,268) (36,012)
~ Total P 197,295 169,033 186,521
Discontinued steam heating operations — (9,924) (538)
items not affecting working cai)ital (including
depreciation: 1982, $595; 1981, $610) — (349) 690
__ Total From Operaticns (excluding extraordinary gain) 197,295 158,760 186,673
_Extraordinary gain on early extinguishment of bonds - 9,609 —
_Saleofbonds 7 110,000 65,000 80,000
Issuance of Common Stock 80,485 107,369 61,332
_Nuclear fuel obligations 6,125 24,221 —
Construction costs reimbursed by trustees from proceeds of
pollution control financings 19,680 — 50,000
Decrease in working capital (exclusive of current maturities
of long-term debt) (a) — 30,312 —
Total Source of Funds $413,585 $395,271 $37R,005
APPLICATION OF FUNDS:
Construction expenditures (net of allowance for equity and borrowed
__ funds used during construction) $224,280 $231,022 $178,942
Dividends on capital stock 134,628 115,247 100,268
_ Reduction of bonds 12,500 43,852 e
Sinking fund and purchase requirements 1,696 2,691 4,461
_ Deferred coal costs 1,005 2,669 15,355
_Decrease in notes payable : e - 35,000
Other—net 14,742 (210) 15,679
Increase in working cagital (exclusive of current maturities
of lon&term debt and notes payable) (a) 18,734 — 28,300
Total Application of 'unds $413,085 $395,271 $378,005
(a) The components of working capital (exclusive of current maturities
of long-term debt and notes payable) were as {ollows:
Current assets:
Cash and temporary cash investments $ 73,751 $ 33,663 $ 50,655
__Accounts receivable 89,619 86,968 94,363
__Materials and supplies and other current assets 107,216 117,009 95,878
Deferred income taxes 3,121 7,265 —
Total 273,707 244,905 240,896
Current liabilities:
____Accounts payable and accrued interest 135,420 127,881 106,337
Accrued taxes 25,208 20,061 24,280
_ Energy cost rate refunds — 9,974 —
__ Dividends declared [ 34,771 30,302 27,232
~ Sinking fund and purchase requirements 13,391 10,987 9,733
Reserve for loss on discontinued steam heating operations 3181 2,698 —
Total 211,971 201,903 167,582
Working capital at close of year 61,736 43,002 73,314
Working capital at beginning of year 13,002 73,314 45,014
Increase (decrease) in working eapital (exclusive of current
maturities of long-term debt and notes payable) $ 18,734 $(30,312)  § 28300

The accompanying Notes to Financial Statements are un integral part of these statements.



Duquesne Light Company p L ;
Statement of Consolidated Retained Earnings

For the Three Years Ended December 31, 1983

(Thousands of Dollars)
1953 1982 1981
BALANCE AT BEGINNING OF YEAR:
As previously reported $167,149  $158,546
Less settlement of prior years' income taxes (Note [) 2444 3,444
As restated $165,340 163,705 155,102
NET INCOME FOR THE YEAR 115,226 116,882 108,871
Total 310,566 280,587 263,973
DEDUCT:
Cash dividends declared:
Preferred Stock:
4% Series 1,100 1,100 1,100
3.75% Series 251 281 281
4.15% Series 291 291 291
4.207 Series 210 210 210
4.107 Series 216 246 246
$2.10 Series 576 336 336
$5.64 Series 2,219 2,271 2,323
$7.20 Series 2520 2,520 2,520
$% 375 Series 2,512 2,512 2,512
Preference Stock:
$7.50 Serics 1,944 2,038 2,119
$2.75 Series 891 1,085 1,177
$2.315 Series 2,778 2,778 2,778
£2.10 Series 2,520 2,520 2,520
$9.125 Series 1,563 4,063 1,563
Common Stock (Per Share: 1983—382.00; 1982-—381.90; 19%1—§1.85) 112,217 92 546 77,292
Total Cash Dividends 134,628 115,247 100,26%
BALANCE AT CLOSE OF YEAR $175,938 $£165,340 $163,705
Statement of Consolidated Capital Surplus
For the Three Years Ended December 31, 1988 i
(Thousands of Dollars)
1953 1982 1981
BALANCE AT BEGINNING OF YEAR $619.376 $550,244 $494 228
~ Premium on Common Stock issued 75,342 99,395 56,196
Expense of issuing capital stock (571) (263) (180)
BALANCE AT CLOSE OF YEAR $724,117 £649,376 $550,244

The accompanying Notes to Financial Statements are an integral part of these statements.
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Dugquesne hghtCom ny
Notes to Fmanclal Statements

A. SUMMARY OF ACCOUNTING POLICIES:
Consolidation

The consolidated financial statements include the Company

and its wholly-owned subsidiary. See Note C concerning
disposition of the subsidiary.

Property, Plant and Equipment

The properties of the Company are carried at original cost and,
with minor exceptions, are subject to a first mortgage lien. All
maintenance and repairs and replacements of minor units of
property are charged to income. Replacements of retirement
units of property and betterments are capitalized. In connection
with retirements, reserves are chargud with the carrying value,
plus dismantling charges, less salvage, of property retired.
Revenues

Customer meters are read monthly or bimonthly and bills are
rergsred on a monthly basis. Revenues are recorded when
billed.

Allowance for Funds Used During Construction

In accoirdance with the uniform system of accounts prescribed
by regulatory authorities, an allowance for funds used during
construction (AFC) is included in construction work in progress
and credited to other income for AFC attributable to equity
funds and to interest charges for AFC attributable to bor-
rowed funds, net of income taxes. AFC is a non-cash item and
is computed using a composite rate, which is applied to the bal-
ance of construction work in progress and assumes that funds
used for construction are provided by borrowings and by pre-
ferr~d, preference and common stock equity. The rate, com-
pounded semi-annually, was 9.67%, 8.5% and 7.6% in 1983, 1982
and 1981, respectively. This accountmg procedure results in the
inclusion in property, plant and equipment of amounts consid-
ered by regulatory authorities as appropriate costs for the
purpose of establishing rates for utility charges to customers.

Depreciation

The Company provides for depreciation of electric plant,
exclusive of coal properties, on a straight-line basis determined
in a manner consistent with applicable Pennsylvania law and
with methods applied by the Pennsylvania Public Utility Com-
mission (Commission) in the determination of depreciation in
rate proceedings. Provisions for depreciation: and depletion of
other Company property are made on various bases such as
tons of coal mined for coal properties.

The Company provides for decontamination and dismantling
costs for the Beaver Valley No. 1 nuclear generating unit in
accordance with the provisions of the orders of the Commis-
sion. The Company is allowed to recover from its customers
annual decommissioning annuity payments to provide for the
decommissioning of the nuclear related components. Such
costs are currently estimated to be approximately $30,000,000.
The Company deposits certain revenues in a trust fund which
has been established to pay for such costs. At December 31,
1983, 81,573,000 was included in the Decommissioning Trust
Fund, which represents the aggregate value of revenue de-
posits and interest earned on investments made by the trustee.

Income Taxes

Deferred income taxes are provided principally for differences
between depreciation for income tax purposcs and depreciation
for accounting purposes to the extent permitted by the Com-
mission for rate-making purposes, and for fuel and extraordi-
nary property losses deferred for accounting purposes but
deducted currently for income tax purposes. In compliance
with regulatory accounting, income taxes are allocated
between operating expenses and other income, principally with
respect to interest charges related to construction work in pro-

gress. Invest.ment tax credits are deferred and amortized over
the lives of the related facilities.

Deferred Fuel Costs

The Company defers the difference between actual fuel costs
and base fuel costs until the period in which such costs are
billed to its customers through its energy cost rate. The energy
cost rate is based on projected costs, with provisions for subse-
quent adjustments to actual cost. Any overcollections of reve-
nues are refunded to customers.

Nuclear Fuel Costs

The Company’s share of nuclear fuel costs under non-
capitalized lease agreements is charged to fuel expense based
on the quantity of electric energy generated and reflects a zero
net salvage value for the leased nuclear fuel. In 1982 the Com-
pany began capitalizing acquisitions of nuclear material
through a trust arrangement that is intended to finance a por-
tion of the Company's requirements for nuclear fuel. An
accounting pronouncement issued by the Financial Accounting
Standards Board in 1982 will result in capitalization of the
Company’s nuclear fuel leases beginning in 1984,

Under the Nuclear Waste Policy Act of 1982 (the Act), the
United States Department of Energy (DOE) is responsible for
the ultimate storage and disposal of spent nuclear fuel removed
from reactors. Under the Act the Company is required to pay a
quarterly fee to DOE of one mill per kilowatt-hour on nuclear
generation after April 6, 1983 and a one-time fee for nuclear
generation through April 6, 1983. Although the method of
payment of the one-time fee, currently estimated to be approxi-
mately 38 921,000, has not been determined, this amount has
been recorded as long-term debt with a contra charge to
deferred debits. The Company began recovering the one-time
fee in rates in I ebruary 1983 and has established a trust fund
for the deposit of the amounts recovered. The Company is also
recovering the fees for generation after April 6, 1983 and mak-
ing payments to DOE on a quarterly basis.

Debt Discount, Premium and Expense
Debt discount or premium and related expenses are amortized
over the lives of the issues to which they pertain.

B. EXTRAORDINARY PROPERTY LOSSES:

In January 1980, the Company and the other CAPCO compa-
nies cancelled the construction of four nuclear generating
units. The Company received approval from the Federal
Energy Regulatory Commission (FERC) and the Pennsylvania
Public Utility Commission (Commission) to amortize and
recover from its customers its share of the accumulated costs
applicable to these units over a ten-year period which began
January 29, 1983. The unrecovered costs which were
unarmortized as of December 31, 1983 were $31,291,000.

On October 1, 1982 the Shippingport Atomic Power Station
was removed from commercial operation after notice from the
United States Department of Energy that it was planning to
terminate operation of the light water breeder reactor core at
the station as of that date. The Company requested approval
from FERC to record the undepreciated cost of the station as
an extraordinary property loss and to amortize such loss over a
ten-year period beginning on the date that rates providing for
the recovery of such cost first become effective. Consistent
with this request, the Company reclassified the net anmount to
extraordinary property losses. The Company has received
approval from the Commission to amortize and recover a por-
tion of this amount, net of income taxes, from its customers
over a ten-year period which began January 29, 1983.

The Company is not earning any return on the unamortized
costs of either of the property losses.



C. DISCONTINUED STEAM HEATING OPERATIONS: il 1983. These Insses were charged against 1%2 income, and
On September 30, 1982 the Pennsylvania Public Utility Co.n- 1o additional loss 1s expected to be incurred due to the disposi-
mission approved the application by the Company's steam tion. Prior years’ operating results have been reclassified to
heating subsidiary, Allegheny County Steam Heating Com- present separately the results of discontinued steam heating
pany, to discontinue steam service to the public effective May operations from continuing electric operations.
31, 1983 and to transfer to Pittsburgh Allegheny County Ther- At December 31, 1983 and 1982 assets and liabilities included
mal, Ltd. (PACT) a major portion of the subsidiary’s assets for  in the consolidated balance sheet applicable to the subsidiary
nominal consideration. The transfer of the assets became effec-  were not material. Revenues from discontinued steam heating
tive June 1, 1983. In addition, a lease to PACT of a stearn: gener- operations for the five months ended May 31, 1983 and for 1982
ating plant for nominal consideration became effective on Jan-  and 1981 were approximately $6,884,000, 3% 845,000 and
uary 3, 1983 after completion by the subsidiary of certain $10,996,000, respectively.
demolition work at the plant.

The provision for loss on the disposition of the subsidiary’s D. EARLY EXTINGUISHMENT OF BONDS:
assets was $9,000,000 (net of income tax benefit of approxi- In December 1982, the Company exchanged 1,406 89% shares
mately 38,712,900) and the loss from operations was $924,000  of Common Stock for approximately $29,852,000 principal
{net of income tax benefit of approximately $1,028,000) for the  amount of outstanding First Morigage Bonds which were
nine months ended September 30, 1982. The provision for loss  owned by an investment banking firm. The exchange resulted
on disposition included estimated operating losses for the sub-  in a nontaxable extraordinary gain of $9,609,000, or $.20 per

sidiary of $1,100,000 (net of income tax benefit of approxi- share, which was the difference between the exchange value
mately $970,000) for the period October 1, 1982 through May of the Common Stock and the net carrying amount of the bonds.
E. CAPITALIZATION: " December3l, 1983 December 31, 1982
~ Shares " Shares T
Outstanding Amount Outstanding Amount
Common Stock—31 par value (1) 58,419,659 $ 58,419,659 53,276,525 $ 53,276,525

Surplus:
mlumgn_anlm_ogs_@gk_ﬁ e e T S e e . $731,335853 C $655,993,654
~ Capital stockexpense(debity (71622304) O (1,065,026)
Other 133042 T M1147
Capital surplus $724,116,951 $649,375.775

Non-redeemable Preferred and Preference Stock:
Preferred Stock—8$50 par value (cumulative) (1)

 4%Series(2) v S 549969  $ 27498450 549,969 $ 27,498450
IR s Tt iy L S 150000 7500000 150,000 7,500,000
415%Series® 0000000 140,000 7,000000 140,000 7,000,000
S 00 100,000 5000000 100000 5000000
4.10% Series (2) < TR R R e S e e 120000 6000000 120000 6,000,000
$2.10 Series (2) - he0000 8000000 160000 8000000

~ $1.208eries® et ’ 350000 17,500,000 350,000 17,500,000

PreferenceStock—Slmr\;iiﬁé(cumulatwe)(l) ST o - T i PR R
$2.315 Series (4) 1200000 1,200000 1200000 1,200,000
$2.10 Series (4) 1,200,000 1,200,000 1,200,000 1,200,000

- _Boges4s0 0 SOMAN

Premium on Non-redeemable Preferred and Preference Stock 75,238,760 75,238,760
Non-redeemable Preferred and Preference Stock $156,137,210 $156,137,210
Involun liquidation value $155,998,450 £155,998 450

Redeemable Preferred and Preference Stock:
Preferred Stock—$50 par value (cumulative) (1)

$8.64 Series (3) 256872 § 12,843,600 262,872 $ 13,143,600
$8.375 Series (3) B do i = T 300000 15000000 300000 15,000,000
" Preference Stock—$1 par value (cumulative) (1) T TR R TR
$7.50 Series (3) 255,920 255,920 268920 268920
L ke S 210570 270,570 365,020 365,020
39 125 Sema-)FA T T e DR L .)00000 500,000 . 7.';00,000 AN 500, 000
25,870,090 G 29,277,540
" Premium on Redeemable Preferred and Proference Smck - iy » ' 109, 14'!,360 i . 11£027 _160
" Purchase and. QInklﬁif'ﬁnamEr;;;lt; “ ' (3.064,250) (1,475,500)
Redeemable Preferred and Preference Stock $134,979,200 $140,829,200
lnvolung Q uidation value $134,979,200 $140,829,200
(1) Authorized shares: Common Stock—75,000,000; (increased (2) s;'i'{n-r share involuntary liquidation value
in 1983 from 60,000,000); Preferred Stock—4,000,000; (3) %100 per share involuntary liquidation value

and Preference Stock-—38,000,000. (4) $25 per share involuntary liquidation value
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Duquesne Light Company
NOtC < {continued)

The follcw ing summary indicates the changes in the number of shares of Common Stock outstanding during 1983, 1982 and

1981:

_Yggrr Er}dﬂ Decremrber 31.» B

= 1983 1982 1981
Common Swek.
__Shares outstacing at beginning of year s - 53,276,525 45302520 40,166,083
Issuances:
Common Stock sales === 2475000 4500000 4,100,000
Dividend ReinvestmentPlan 2524407 1,962320 902,977
Employee Stock Ownership Plan LA L] 13727 104787 133,460
Exchan‘ed for ouutandixgg First Mm Bonds — 1,406,898 —

Shares outs! at end of year

The number of shares reserved at December 31, 1983 for
issuance under the Divide; ! Reinvestment Plan and the
Employee Stock Ownership Plan are 6,364,124 and 448,115,
respectively.

The Preference Stock is entitled to quarterly cumulatise
dividends except that no dividends may be paid if dividends on
any series of the Preferred Stock are accumulated and unpaid.
In the event that six quarterly dividends on any series of Pref-
erence Stock are in default, the holders of the Preference
Stock are entitled to elect two directors until all dividends in
arrears have been paid.

The outstanding Preference Stock of the Company is
callable on not less than thirty days’ notice at the following
redemption prices plus accrued dividends: §7.50—redeemable
at $105 through April 1, 1986; $103 through April 1, 1989; and
$101 thereafter; $2.75—not redeemable prior to August 1,
1984 through certain refunding operations, otherwise redeem-
able at $27.75 through July 31, 1984; $26.50 through July 31,
1989; and $25.25 thereaftor; $2.315—redeemable at $26.60
through March 31, 1986; $25.90 through March 31, 1991; and
$25.25 thereafter; $2.10—redeemable at $26.40 through
March 31, 1987; $25.70 through March 31, 1992; and $25.00
thereafter; $9.125—not redeemable prior to January 1, 1989
through certain refunding operations, otherwise redeemable
at $100 plus the applicable redemption premium decreasing
from $6.72 in 1984 to $.48 in 1998,

The Preferred Stock is entitled to quarterly cumnlative
dividends. In the event that four quarterly dividends on any
series of Preferred Stock are in default, the holders of the Pre-
ferred Stock are entitled to elect a majority of the Board of
Directors untii all dividends in arrears and current dividends
have been paid.

The outstanding Preferred Stock of the Company is callable
on not less than thirty days’ notice at the following redemption
prices plus accrued dividends: 47—8$51.50; 3.757%—$51.00;
4.15%—8§51.73; 4.20%—851.71; 4.10%—851.75; $2.10—8§51.84
$8.64—redeemable at $107 through September 30, 1984; $104
through September 30, 1989; and $101 thereafter; $7.20—
redeemable at $102.50 through March 31, 1987; and $101
thereafter; $8.375—redeemable at $1!2 through March 31,

38,419,659 53,276,525
1988, and thereafter at $100 plus the applicable redemption
premium decreasing from $5.03 in 1988 to $.34 in 2003.

Redeemable Preferred and Preference Stock:

The shares of $7.50 Preference Stock are entitled to a non-
cumulative purchase fund under which the Company offers to
purchase annually at $100 per share up to 4% of the number of
shares originally issued. The shares of $2.75 Preference Stock
are subject to a cumulative sinking fund which will retire
55,000 shares by August 1 in each year at $25 per share. The
Company may on a non-cumulative basis retire an additional
55,000 shares in each such year. The shures of $9.125 Prefer-
ence Stock are subject to a cumulative sinking fund beginning
with the year 1985 and continuing through 1997 inclusive
which will retire 33,300 shares on January 1 in each year at
$100 per share. The Company may, on a non-cumulative basis,
retire an additional 33,300 shares in each such year, provided
that the Company may not redeem through the exercise of this
option more than an aggregate of 150,000 shares.

The shares of $8.64 Preferred Stock are entitled to a non-
cumulative purchase fund under which the Company offers to
purchase annually up to 6,000 shares at not more than $100
pe~ share. The shares of $8.375 Preferred Stock are subject to
a cumulative sinking fund beginning with the year 1984 which
will retire 12 000 shares on April 1 in each year at $100 per
share. The Company may on a non-cumulative basis retire an
additional 12,000 shares in each such year.

The combined aggregate sinking fund and mandatory pur-
chase requirements for the next five years as of December 31,
1983 are as follows:

Year Ending Sinking Fund and Mandatory
December 31, Purchase Requirements
1984 $4,364,250
1985 7,805,000
1986 7,805,000 C
1987 7,805,000
1988 7,805,000




The following summary indicates the changes in the number of shares of Redeemable and N on-redeér&&e Preferrea and
Preference Stock outstanding durmg 1983, 1982 and 1981:

Year Ended December 31,

1983 1982 1981
Preference Stock:
__Shares outstanding at beginning of year _ } : 3,533,940 3,565,220 3,678,650
_ Purchases and redemptions —$2.75Series ! , (94,450) (20080)  (103,750)
—3§7.50 Series (13.000) (11,200) (9.680)

Shares ouu:tanding at end of ;ear 3,426,490 3,533,940 3,565,220

Preferred Stock:

__ Shares outstanding at beginningof year 2132841 2138841 2,144,841
Purchases—3$8.64 Series (6,000) (6,000) (6,000)
Shares oumtxndins at end of ;’ear 2,126,841 2,132,841 2,138,841

First Mortgage Bonds (amount authorized is unlimited by indenture): ~ December3l,

1983 1982

_Series due September 1,1983(@8%%) $ = 8 12000000
SeriesdueJuly 1, 1984@3%%) } } 16,000,000 16,000,000
_ Seriesdue April 1, 1986(3'2%) e b i (A LA 20,000,000 20,000,000
Se"lesdueAprlll T R S A A e e el = 7 15,000,000 15,000,000
Series due March 1, 1989(4'4'7‘) s e D R g A e = P LT o= ! 10,000,000 10,000,000
Series due February 1, 1996 (5'« '% L DR g B e o 7 22800000 22,800,000
Series due February 1,1997(6%%) i 24600000 24,600,000
__Series due February 1, 1998 (6%%) 7 S e _ ; 34700000 34,700,000
SeﬂesdueJlmuaryl L S S i i g 30,000,000 30,000,000
_SeriesdueJuly 1,199 (7%%) =1 E TN e SRS : i 28.947,000 28,947,000

_ Series due March 1,2000 8%%) R =i Hes Y. 30,000,000 30,000,000
_ Series due March 1, 2001 (77s%) i ! , Thre . 35,000,000 35,000,000

_ Series due December 1, 2001 (T%%) . e A 26,461,000 26,461,000

_ Series due June 1,2002(7'2%) oA - - _ 28470000 28,470,000
Series due January 1,2003 (7%%) ] £ o : 32670000 32,670,000

_Series dueJuly 1,2003(T%%) i S 35000000 35000000
__Series due April 1, 2004(5'*.'%) W } } ‘ 44,100,000 44,100,000
Series due March 1, J)05(9‘z”?) o - ol S=y " . 50,000,000 50,000,000
__Series due June 1, 2006 (97) J , , it 7 80000000 80,000,000
Senesdueégnll 2007(8%'%) ) ; ) ) X s - 97,400,000 97,400,000
Series due February 1, 2009 (10" "%) B ' HY ) =l M 100,000,000 100(1)0000

_ Series due January 1, 2010 (12'4%) s e i : 60,000,000 60,000,000

__Series due September 1, 2010 (14" %) - v o 3 50,000,000 50,000,000
__Series due June 1, 2011 (167%) prT PR Wy JEELE 7 80,000,000  ©9,000,06°
Serlea{i_ueuall 2012(16'%%) ) i rr . 65,000,000 65,000,000
__Series due April 1, 201‘!(12'@'%) } , : 50,000,000 o
Series due December 1, 2013 (13%) 50,600,000 —
SHEL T e, o " ; } 1,126,148,000  1,028,148,000
Less:

__Current maturities—Series due September 1, 1983 (347 7 7 - 12,000,000
Cumny_xp_pmm——Sems due July 1, 1984 (3'5%) . 7 v 16,000,000 —
Current sinking fund requirements 10,001,480 9,511,480

First Mortgage Bonds $1,100,146,520  $1,006,636,520
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Duquesne Light Company

Notes (continued)
Other Long-Term Debt: Serial Maturi
Pollution Control Obligations: oo o
Date of o S e e Fina! December 31,
Issuance Rate Beginning Maturity 1983 1982
September 21, 1972 5.497 1983 2002 $ 23500000  $ 24,000,000
June 21, 1973 5.685% 1984 2003 12,000,000 12,000,000
October 25, 1973 5.155% 1984 2003 16,000,000 16,000,000
August 13, 1974 1.97% 19%9 2004 14,000,000 14,000,000
April 2, 1975 7.50% 1993 2005 17,000,000 17,000,000
October 29, 1975 8.40% 1991 2005 18,000,000 1%,000,000
September 29, 1976 6.907 1994 2011 15,000,000 15,000,000
March 24, 1981 12.00% 2002 2011 50,000,000 50,000,000
November 1, 1983 10.50% — 2013 20,500,000 —
Total 186,020,000 166,000,000
__Less: Current maturities 700,000 500,000
Current sinking fund requirements 325,000 —
Pollution Control Obligations 184,975,000 165,500,000
Nuclear Fuel Obligations 30,345,499 24,221,187
Spent Nuclear Fuel Liability 8,920,790 -
5% Sinking Fund Debentures (authorized $20,000,000) due March 1, 2010 9,778,000 10,213,000
Total r Long-Term Debt $234,019,289 $199,934,187
beThe poltl':xtign control ot:iligati(;ns arise fro:x arrange}znenkt}s Year Ending Dec. 31, _Sinking Fund Requirements __Maturities
t'veen the Company and development authorities whereb, o
the construction opfaceyt"tain pollutign control facilities has been 198‘3 — ARG  HLO0M
financed through the sale of bonds by those authorities, and 1986 _ 11426480 = 700,000
the Company is obligated to pay to the authorities amounts 1986 11,429480 20,700,000
equal to the principal of and interest on the authorities’ bonds. 1987 11,676,480 800,000
The nuclear fuel obligations result from a trust arrange- T 1988 11, 526,480 " 15.800.000

ment for the procurement of a portion of the Company’s
requirements for nuclear fuel. Interest amounts applicable to
the trust are capitalized and included in construction work in
progress, at rates ranging from 1'4% to 1'2% over the
trustee’s commercial paper rate. Trust obligations will be paid
by the Company as the related nuclear fuel is withdrawn from
the trust.

The spent nuclear fuel liability results from a requirement
to provide for payment of a one-time fee to the United States
Department of Energy for ultimate storage and disposal of
spent nuclear fuel used in the generation of electricity through
April 6, 1983. See Note A to the financial statements.

Sinking fund requirements and maturities for the next five
years for long-term debt outstanding, exclusive of nuclear and
spent fuel obligations, as of December 31, 1983 are as follows:

The sinking fund requirements in each year relate primarily
to the First Mortgage Bonds, which requirements may be sat-
isfied by the certification of property additions at 166%,% of the
Donds required to be redeemed, and the pollution control obli-
gations. The remaining sinking fund requirement relates to
the 5% Sinking Fund Debentures. At December 31, 1983, sink-
ing fund requirements for the 5% Debentures had been satis-
fied for 1984 and 1985, and the 1986 sinking fund requirement
had been partially satisfied in the amount of $222,000.

Total interest costs incurred during 1983, 1982 and 1981
were $131,248 000, $125,004,000 and $111,331,000, respec-
tively, of which $73,310,000, $60,075,000 and $42,982,000,
respectively, were capitalized or deferred, including allowance
for funds used during construction,

F. SHORT-TERM BORROWING ARRANCEMENTS:

At December 31, 1983 the Company had lines of credit with
two banks totaling $15,000,000, all of which was unused.
Effective February 1, 1984 these lines of eredit increased to an
aggregate of $35,000,600. The range of interest rates under
these lines of credit are from prime rate less one half of one
percent to the prime rate or at a special rate as may be offered
from time to time by the banks. As part of the arrang ment
for one of the lines of credit, the Company is required to pay

a commitment fee of *«% per annum on the unused portion

of the line. There are no compensating balances associated
with these lines of eredit. In addition, the Company has a
$60,000,000 revolving credit arrangement available to Decem-
ber 15, 1986, all of which was unused at December 31, 1953,
Borrowings outstanding at December 15, 1986 may be con-
verted to term notes payable in six equal semi-annual install-
ments commencing June 15, 1987 and concluding December

15, 1989, Interest rates fluctuate during the revolving and
term periods, depending on the period of borrowings, at
percentages in excess of prime, Euro-Rate or certificate of
deposit rates. Until December 15, 1986 there is a commitment
fee of 2% per annum on the averaze unborrowed commit-
ment. There is no commitment fee during the term period.
During the years ended December 31, 1983, 1982 and 1981
the iraximum amount of short-term borrowings outstanding
was $48,020,000, £37,000,000 and $80,140,000, the average
daily short-term borrowings outstanding were $12,251,000,
$1,559,000 and $28,341,000 and the weighted average daily
interest rate applicable to such short-term borrowings was
9.40%, 15.39% and 17.50%, respectively.
;. DEFERRED COAL COSTS:
The Company and the other CAPCO companies have made
long-term coal supply arrangements with Quarto Mining Com-
pany (Quarto), an unaffiliated company, to supply coal for the



Bruce Mansfield Units. In December 1980 the Pennsylvania
Public Utility Commission (Commission) instituted an investi-
gation into the reasonableness of the cost of coal supplied by
Quarto. By Interim Order entered January 12, 1981 the Com-
mission directed that, pending conclusion of the investigation
or further order of the Commission, the Company limit its
recovery of the cost of Quarto coal through its energy cost
rate to approximately the prevailing market price of similar
coal rather than the actual cost of Quarto coal. As required by
the Interim Order, the Company is deferring the excess of the
actual cost of Quarto coal over the cost being recovered
through its energy cost rate until recovery of the actual cost is
permitted by the Commission. At December 31, 1932 the
unrecovered cost of Quarto coal paid by the Company was
approximately $21,541,000, including $876,000 applicable to
Quarto coal in inventory. If recovery of such excess is disal-
lowed, the amount deferred would be charged to income in the
vear of disallowance. Thereafter, any excess of actual cost
over the amount permitted to be recovered would be charged
to income on a current basis. The deferrals and methods of
ultimately recovering such deferrals were the subject of dis-
cussions between representatives of the Company and the
Commission staff. Such discussions resulted in the filing with
the Commission of a Stipulation Agreement, which sets forth
a method intended to permit the eventual recovery of the
accumulated deferrals of the excess of Quarto coal costs over
market price. The administrative law judge assigned to the

H. INCOME TAXES:

investigation entered an orer, subject to review hy the Com-
mission, approving the St pu'ation Agreement. On November
19, 1982 the Commission remanded the Stipulation Agreement
to the administrative law judge for hearings. Hearings were
held in January and February 1983, and on April 29, 1983 the
Commission issued an order allowing the Consumer Advocate
to place into the record testimony regarding the prudence of
the Quarto project. Further hearings were held in July and
August 1983. On February 3, 1984 the administrative law
judge issued a recommended decision, subject to the Com-
mission’s approval, concluding that the Company was prudent
by initiating and continuing the Quarto project and that the
Stipulation Agreement is in the public interest and is a fair and
reasonable resolution of the investigation into the reasonable-
ness of the cost of Quarto coal. The administrative law judge
recommended that the Stipulation Agreement and its method-
ology for recovering the cost of the Quarto coal be approved
and the Commission’s investigation terminated. The matter is
presently pending before the Commission. Management of the
Company believes that the deferred costs were prudently
incurred and that the eventual outcome of the Commission’s
investigation will not have a material effect on the Company’s
financial position or results of operations. Ti.e CAPCO compa-
nies are continuing to evaluate the economics of the Quarto
arrangements and are considering and implementing various
means for reducing production costs. See Note M to the
financial statements.

Total income taxes in 1983, 1982 and 1981 were comprised of the following components:

1983 1982 1981
Included in operating expenses: (Thousands of Dollars)

Currently payable:

Federal ¢ ol $ 33931 $25,257 $20,519
State b Lol 14,295 12,694 13,680
Income taxes deferred—net:
Federal - e ST LTE ! 5 22,955 13,997 26,080
State : S S 5,555 (22%) (1,057)
Investment tax credit deferred—net 16,218 19,493 13,041
Total BN ol el i 92,954 71,213 72,263
Included in other income (income taxes—credit).

Currently payable: ,
Federal DL A (13,354) (14,267) (11,523)
State (3,406) (3,639) (2,939)

$ 76, IN $53,307 357 801

Toul income tax expense

Taxes currently payable—-federal and state $ 31,166 $20,045 $19,737
Taxes deferred—net e DR 28,510 13,769 25,023
Investment tax credit deferred—net 16,218 19,493 13,041

$ 76,194 353 307 3-')7 80l

Toul income tax expens

Total income tax expense is exclu%lve of income taxes applicable to discontinued steam heating operations. See Note C to the

financial statements.
Sources of income taxes deferred and the tax effects were:
Excess of tax over book depreciation $ 20,920 $14,490 $12,672
Fuel costs expensed on tax return and deferred on bookﬂ 9,786 (3,552) (3,062)
Investment tax credit carryforward recognized
against income taxes deferred—net — — 16,922
Extraordinary property losses expensed on tax return
and deferred on books (1,562) 3,019 1
Other Soalt v aal -t (634) (188) (1,600)
Total income taxes deferred—net $ 28,510 $13,769 $25 l)£3
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Duquesne Light Company
NOtES (continued)

Total income taxes from continuing electric operations were less than the amount computed by applying the statutory fed-
eral income tax rate of 467 to income from continuing electric operations before income taxes. The reasons for this difference

in each year were as follows:

Computed federal income tax on continuing electric operations at statutory rate

Increase (decrease) in taxes resulting from:
Allowance for funds used during construction
Excess of tax over book depreciation

~ State income taxes, net of federal income tax benefit
~ Amortization of defened investment tax credlts i
Other-net

$101,853 $78,432 $76917
(30,105) (23,123) (16,565)
3,246 1,131 (577)
8,880 4,766 5,229
(5,266) (4,251) (3,663)
(2,114) (3,6. ., (3,540)

Total mcomeux expense

I. PRIOR YEARS' INCOME TAXES:

The Company’s income tax returns are settled through 1970.
Income tax returns for 1971 through 1979 have been exam-
ined, the 1980 and 1981 returns are being examined, and the
1982 return is subject to review. The Internal Revenue Service
assessed deficiencies regarding the Company’s computation of
percentage depletion on coal mined for 1956 through 1979, as
well as certain other issues of relatively minor importance for
1971 through 1979. A settlement of the depletion issue for the
years 1962 through 1970 occurred in June 1983 based on an
earlier court decision which was generally in favor of the Com-

$ 76,194

pany concerning percentage depletion for the years 1956
through 1961. The settlement resulted in a charge to retained
earnings of approximately $3,444,000. The Company has
received approval from the Federal Energy Regulatory Com-
mission for this accounting treatment. The Company expects
that this coury decision wil' serve as the basis for settlement of
the depletion issue for the years 1971 through 1979. Manage-
ment of the Company believes that the settlement of federal
and state taxes will not have a material effect on the Com-
pany’s financial position or results of operations.

J. EMPLOYEE BENEFITS:

The Company has trusteed retirement plans to provide pen-
sions for all employees, except coal mine employees who are
covered under a plan administered by the United Mine
Workers of America. Information concerning the plan cover-
ing coal mine employees is not determinable and is not
included in the data below. Pension costs are funded as
accrued and include amortization of prior service costs over 30
years. Pension costs ¢ha - ged to expense or construction for
the years ended Decernbor 31, 1983, 1982 and 1981 were
$10,803,000, $12,313,000 and $10,083,000, respectively. The
decrease in pension costs in 1983 resulted principally from an
increase in the interest assumption. The inerease in pension
costs in 1982 was due principally to a plan amendment effec-
tive May 1, 1981, inereasing pension payments to employees
retired prior to October 1, 1979.

The accumulated plan benefits and net assets available for
benefits for the trusteed plans are presented as of the Decem-
ber 31 benefit information dates. In 1983 the Company
adopted an early retirement program in which certain benefits
will be paid from the assets of the retirement plans. Addition-
ally during 1983, the Company refunded from such assets all
employee contributions. The impact of the early retirement
program and the refund of contributions is not reflected in the
amounts below. The assumed rate of return used in determin-
ing the actuarial present value of accumulated plan benefits
was 5'2% for 1982 and 5% for 1981 and 1980

December 31,
1982 1981 1980
(Thousands of Dollars)

Actuarial present value of
accumulated plan benefits:

Vested $159,956 $151,756 $135,345
Nonvested 11,494 11,566 10,750
Total 316.3 722 $146,095

817! %50

Net assets av mlable for
beneht.s (at fair value)

$l35.57l illl Oli $107,798

The Company is liable under federal and state laws for the
payment of benefits to coal mine employees disabled by black
lung and to their survivors and dependents. The estimated
costs of providing such benefits, including amortization of
prior service costs over the remaining estimated life of the
Warwick mine, are actuarially determined and accrued on the
basis of mine payroll costs and are deposited with a trustee.
Such costs were $1,574,000, $1,417,000 and £1,524,000 for the
years ended December 31, 1983, 1982 and 1981, respectively.

At July 31, 1983 (the date of the latest actuarial valuation), the

unfund d prior service cost for these disability benefits was
approximately $23,513,000.



K. JOINTLY-OWNED GENERATING UNITS:

The Company, together with other electric utilities, primarily the CAPCO companies, has an ownership interest in certain
intly-owned units. Information regarding the Company’s share of such jointly-owned units as of December 31, 1983 is as

foliows (thousands of dollars):

* Utility Plant
Unit in Service

Accumulatéd !
Depreciation

‘Company’s Interest

Construction Work

* Percenta
in Progress .

Ownership Megawatts

Fort Martin No.l $ 46,131

CAPCO Units:
Eastlake No. 5

50216
67484
72346
20,221
7007

_ Bruce Mansfield No. |

_ Beaver ValleyNo.1

Beaver Valley No. 2

" Beaver Valley Common Facilties

61,207
333,582
_—

17920

8 14,58 8

12,150 o
715,152

52,219

276

966 50.0

31.2
32
29.3
8.0
13.74

202
S
25
62

11,282 1606
-
106

3,530

7,194

2,250
13,660
287,236
19614
265,147
188,165

12,467
385

114

4925
13.74

5361 7
- ...
165

13.74
14.74

$769,288

$133,958

$783,401

Under terms o1 the arrangements with the other owners of such jointly-owned units, the Company is required to provide its
share of financing the cost of such units. The Company’s share of the direct expenses (fuel, maintenance and other operation
expenses) of the jointly-owned units is included in the corresponding operating expenses in the Statement of Consolidated

Income.

L. LEASES:

Rental payments in 1983, 1982 and 1981 amounted to
$30,028,000, $17,679,000 and $1€ 389,000, respectively, of
which $31,994,000, $15,393,000 ana $14,169,000 were charged
to operating expenses. The Company has an undivided interest
in nuclear fuel lease agreements. Rental payments are made
monthly during the terms of the leases based on the amount of
nuelear fuel leased and the amount of nuclear fuel burned.
The increase in 1983 rental payraents and amounts charged to
operating expenses resulted from higher building rentals and
an increased amount of nuclear fuel being burned.

The nuclear fuel leases may be terminated by the lessees or
lessors with notice as defined in the agreements or by casualty
or certain other contingencies, including default by the
lessees. In certain situations involving a termination, the
lessees may be required to purchase the leased nuclear fuel
ac the higher of fair market value or unamortized cost. At
December 31, 1983, the Company’s share of the lessors’
unamortized cost of the leased nuclear fuel was $124,891,000
and the Company expeets to lease an additional $81,262,000 of
nuelear fuel under current leasing arrangements. The Com-

pany finalized a nuclear fuel trust arrange ment in 1983 which
provides an alternative method of financing nuclear fuel.

The Company has certain buildings ander lease, including
its new corporate headquarters, subject to renewal options
and in certain cases purchase options.

At December 31, 1983 minimum rental payments, based
principally on estimated usage of nuclear fuel under lease and
building rentals, were as follows:

(Thousands of Dollars)
$37.591
32,699
32,474
21,246
80,204
83,314

1984

1985

1986

1987

1988
19%9-1993
After 1993

The Company accounts for all of its leases (exclusive of the
nuclear fuel trust arrangement described above) as operating
leases in accordance with the marner in which the Company’s
rates have been established by the Pennsylvania Publie Utility
Commission. If the noncapitalized financing leases were capi-
talized as of December 31, 1983 and 1982, property, plant and
equipment-net would have been increz sed by $143,547,000 and
$117,538,000, respectively, with related increases in current
liabilities and long-term debt of $24,271,000 and $119,761,000,
respectively, in 1983 and $12,154,000 and $105,820,000, respec-
tively, in 1982. The impact on net income of capitalizing such
leases in each year would not be material.




Dugquesne Light Company

Notes (continued)
M. COMMITMENTS AND CONTINGENT LIABILITIES:  sion of time in which to file a refund plan together with an
Construction application for a stay of the final order. On August 24, 1983 the

The Company’s current estimate of construction expenditures,
exclusive of allowance for funds used during construction and
nuclear fuel, during the period 1984 through 1988 amounts to
approximately $860 million, principally related to CAPCO
generating units.

Quarto Mining Company (Quarto)

The Company and the other CAPCO companies have

made long-term coal supply arrangements with Quarto,

an unaffiliated company, to supply coal for the Bruce Mans-
field Units. As part of these arrangements the individual
CAPCO companies are severally, and not jointly, guaranteeing
their proportionate shares of Quarto’s debt and lease obliga-
uons incurred in connection with the development, equipping
and operation of two mines from which the coal is supplied. At
December 31, 1983 the Company had guaranteed the obliga-
tions of Quarto with respect to approximately $54,142,000 of
indebtedness and lease obligations relating to approximately
$28,239,000 of capital equipment for the mines. The Company
expects that it will make further guarantees with respect to
additional indebtedness and leased capital equipment, the
amount of which will depend on the actual costs of further
development of the two mines. In general, it is contemplated
that the purchase prices to be paid for the coal to be received
under the foregoing arrangements will include amounts suffi-
cient to service the guaranteed obligations.

Under the terms of the coal supply contracts, which con-
tinue until December 31, 1999 with options to extend for ten
additional years, the CAPCO companies must reimburse
Quarto for their share of the costs of operating the Quarto
mines, including those costs associated with mine construc-
tion, whether or not they receive coal from Quarto. The Com-
pany’s total payments under these contracts amounted to
$28,512,000 and $24,292,000 for the years ended December 31,
1983 and 1982, respectively.

The Company’s estimated future minimum payments under
the coal supply contracts related to mine construction and
equipment costs are:

Year Endin‘ December 31,
e e S ATl ) _$ 8773000
R . B,567000
_ 1986 s o e, PR . .
1987 2y B LT IN 8153000
1988 1,947,000
After 1988 78,426,000

The current price of Quarto coal to the CAPCO companies is
based principally on the actual current production costs plus
amortization of certain production expenses which were not
included in the price of coal to the CAPCO companies during
the development period, which ended on May 31, 1980. See
Note G to the financial statements,

Beaver Valley Replacement Power

In connection with a February 20, 1981 rate order, the Com-
mission found that the Company had not proven that the costs
of replacement power during a 1979 outage of Beaver Valley
Unit No. 1 were prudently incurred.

On November 19, 1982 the Commission adopted an order
nisi which ordered refunds of $12.5 million plus interest over a
two-year period less a $1 million offset from another proceed-
ing. order nisi became final on June 10, 1983. The Com-
pany filed an appeal with the Penrsylvania Commonwealth
Court and filed with the Commission a petition for an exten-

Commission denied the application for a stay but granted the
petition for an extension of time in which to file a refund plan.
Subsequently, the Company filed an application with the Com-
monwealth Court for a stay of the final order, ar..! on Septem-
ber 28, 1983 the Commonwealth Court granted the application.
The Company and outside counsel do not agree with the Com-
mission’s order, and no provision has been recorded by the
Company for any such refunds. While the Company is nnable
to predict what action the appellate courts may ultimucely take
and although the amount of such refunds could be substantial,
management of the Company believes that the replacement
power costs were prudently incurred and that the eventual
outcorne of this matter will not have a material effect on the
Company’s financial position or results of operations.

Perry Unit No. 2

In September 1983, the Ohio Office of the Consumers’ Counsel,
the City of Cleveland, the Board of County Commissioners of
Geauga County, Ohio and three citizen groups filed a petition
with the Public Utilities Commission of Ohio (Commission) and
the Power Siting Board of Ohio (Board) against The Cleveland
Electric [lluminating Company, Ohio Edison Company and The
Toledo Edison Company (respondents) requesting that the
Commission and the Board jointly and/or individually investi-
gate the public need for the Perry Nuclear Power Plant Unit
No. 2(Unit) presently under construction by the CAPCO com-
panies. The petitions also request that the Commission and the
Board order the cessation of construction of the Unit and of
the accrual by the respondents of allowance for funds used
during construction with respect to the Unit and a declaration
by the Commission that the issuance of securities by the
respondents, the proceeds of which will be used to finance con-
struction of the Unit, will not be approved. The respondents
have filed a motion to dismiss the petition filed with the Board
and an answer to the petition filed with the Commission
requesting that the petition be dismissed. While the Company
is not a party to the proceedings, it has a 13 74% ownership
interest in the Unit. The Unit, which is presently scheduled to
be placed in service in 1988, is about 43% complete. The Com-
pany’s investment in the Unit, including allowance for funds
used during construction, was approximately $188 million at
December 31, 1983. An order requiring the respondents to
cease or terminate construction of the Unit could have the
effect of cancelling the Unit. In such ever. ', the Company
would seek regulatory approval for the recovery from its
customers of its then investment in the Unit, together with
any related cancellation costs, net of applicable taxes. Based
on its present knowledge of the proceedings, management of
the Company has no reason to believe that the proceedings
will result in a decision adverse to the respondents and
believes that the ultimate resolution thereof will not have a
material adverse effect on the Company’s financial position.

Nuclear Insurance

The CAPCO companies have enverage with American Nuclear
Insurers (AN]) and Mutual Atomic Energy Liability Under-
writers (MAELU) to provide primary property insurance cov-
erage for Beaver Valley Power Station Units Nos. 1 and 2 in
the amount of $500 miilion,

The CAPCO companies are members of Nuclear Electric
Insurance Limited (NEIL), a mutual insurer established by the
utility industry to provide Decontamination Liability and
Excess Property Insurance in excess of $500 million for mem-
bers’ nuclear generating facilities. NEIL presently provides
such excess coverage in the amount of $375 million plus 12%
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of the amount of the loss in excess of $500 million up to $1 bil-
lion Under this policy the CAPCO companies are subject to a
retrospective premium assessment of approximately $9.5 mil-
lion per year for a period of seven years in the event of acci-
dents at nuclear plants of member companies if losses exceed
premiums, reserves and other NEIL resources. The Com-
pany’s share of any such retrospective premium assessment
would be approximately $2.9 million.

Damages in excess of the primary $500 millior: coverage are
also covered by an excess property insurance policy issued to
the CAPCO companies by ANT and MAELU which provides
$68 million of coverage. The ANI/MAELLU and NEIL policies
provide quota sharing coverage for losses in excess of $500
million up to $1 billion.

The property insurance policies described above provide the
CAPCO companies with approximately $1 billion of coverage
on an investment in the two Beaver Valley Units at December
31, 1983 of about $2.9 billion.

In addition, NEIL also provides insurance coverage for the
extra expense of replacement power during prolonged acci-
dental outages of nuclear plants. Coverage is provided for the
Company's interest in Beaver Valley Power Station Unit No. 1
and, after a deductible period of 26 weeks, weekly payments
of up to $588,000 are provided for one year and up to $294,000
for an additional year. If losses exceed accumulated funds
available to NEIL, the Company could be assessed approxi-
mately $1.7 million for payment of NEIL's obligations.

The Price-Anderson Amendments to the Atom = Energy Act
limit liability to third parties to $580 million for each nuclear
incident. Coverage of the first $160 million of such h.bility is
provided through ANI and MAELU. The next $420 r.illion is

ided by retroactive assessments of up to a limit « £ $5 mil-
ion per operating nuclear reactor per incident, but not more
than $10 million per operating reactor in any calendar year.
Based on its present ownership interest in one operating
nuclear reactor, the Company's maximum potential assess-
ment under these provisions would be $2.4 million per incident
but not more than $4.8 million per calendar year.

Rate Matters

Effective July 15, 1981 the Company increased its rates by
about $64.2 million annually in accordance with an option
order of the Pennsylvania Public Utility Commission (Com-
mission). On April 15, 1982 the Commission adopted its final
order in the rate proceeding which determined that the option
rate increase of $64.2 million annually was just and reason-
able. The final order was appealed to the Pennsylvania Com-
monv.ealth Court by a commercial customer. On November 29,
1983 the Court affirmed the Commission’s final order. The
Court’s order is the subject of a petition for allowance of
appeal by the commercial customer to the Pcnnsylvania

Supreme Court.

On April 30, 1982 the Company filed with the Commission a
new rate schedule estimated to increase annual revenues by
approximately $165 million (subsequently reduced to approxi-
mately $155 million). On January 28, 1983 the Commission
entered a final order allowing an increase of $105.8 million
beginning on January 29, 1983. The Commission’s order was
appealed to the Pennsylvania Commonwealth Court by both
the Pennsylvania Consumer Advocate and the Company.
Except for the Consumer Advocate’s appeal with respect to
the Commission’s allowance of the recovery of the canceliation
costs of four nuclear generating units (see Note B to the finan-
cial statements), both appeals have been discontinued.

On April 29, 1983 the Company filed with the Commission a
new rate schedule affecting all classes of customers and esti-
mated to increase annual revenues based on projected levels
of business at December 31, 1983 by approximately $49.9 mil-
lion. On September 7, 1983 the administrative law judge
assigned to the rate proceeding issued a recommended deci-
sion adopting a joint petition for settlement filed by the Com-
pany, the Commission’s staff, the Pennsylvania Consumer
Advocate and certain of the other parties to the proceeding
which provided for an increase in annual revenues of approxi-
mately $21 million. On September 16, 1983 the Commission
approved the settlement. The Company began to collect the
increased rates effective September 17, 1983. Two complaints
concerning rate structure issues remain pending, and further
hearings with respect thereto will be scheduled.

Management believes that the ultimate resolution of these
rate matters will not have a material adverse etrect on the
Company’s financial position or results of operations.

Other

In connection with coal supply arrangements for its wholly-
owned generating units the Company has contracted with an
unaffiliated coal supplier to purchase a minimum of 750,000
tons of coal per year through December 31, 1986. In 1983 the
contract was amended to provide that if the Company
requests deliveries in 1983 and 1984 below the minimum
annual tonnage, the Company shall make up the shortfall
(plus a 63,000 ton shortfall in 1982) by purchasing additional
tons during the remaining term of the contract or by extend-
ing the term of the contract. The contract also provides that
any shortfall can be sold to purchasers other than the Com-
pany. Tke total shortfall under the contract at December 31,
1983 was approximately 317,000 tons.

The Company is involved in various other legal proceedings.
In the opinion of management of the Company such legal pro-
ceedings will not have a material effect on the financial posi-
tion or results of operations of the Company.

N. SUPPLEMENTARY INCOME STATEMENT INFORMATION:

__Year Ended December 31,
1983 1982 1981
(Thousands of Dollars)
Maintenance 875947  $78431  $73029
Amortization of extraordinary
_propertylosses = 609 Sl o
Taxes other than payroll
and income taxes:
Gross receipts 35576 33,156 34,980
'M o Mam 14139 1258

Under the system of accounting followed by the Company,
a portion of maintenance expenses and of taxes other than
income taxes represents amounts charged to coal inventoies.
The inventory accounts are relieved and operations expense
charged as the coal is used.
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0. QUARTERLY FINANCIAL INFORMATION (Unaudited
The following is a summary of selected quarterly financial data (in thousands of dollars, except per share amounts): |

: 1983 Quarter Ended 1982 Quarter F'nded
March31  June30  Sept.30  Dec. 31 March3l  June30  Sept.30  Dee. 31
Electnc Opergung Revenues (a) SIS5.848  $198.666  $215,141  $200,690 $207,398  $186,628  $181,720 $170,716
Opentmg lncome (a) 13,918 15,287 19,491 17976 41,662 38,480 40,223 34,942
Income from Continuing Electric |
Operations Before |
Extruordmar) Gain 32,975 34,883 39,392 3977 32,296 28,990 30,845 25,066 |
Discontinued Steam Heating
Operat:ons (!)) -— —_ —_ — 371 (484) (9.811) - ‘
Extraordinary Gain (¢) - — — — — - -~ 9,609
Net Income 32,975 34,883 39,392 37,977 32,667 28,506 21,034 34,675
Earnings Per Share:
Income from Continuing Electric
Operations Before Extraordinary l
7 Gain_ Al 54 60 56 58 o1 5l 37
Discontinued Steam Heating l
~ Operations (b) - - - - 0 (.01) (.20) —
Extraordinary Gain (c) — — — - — — — A9
Net Income 51 54 60 56 59 50 31 .56

(a) Certain amounts previously reported as Operating Revenues and Operating Income for the first two quarters of 1982 have been reclassified to set forth ‘
separately the results of the steam heating subsidiary as discontinued steam heating operations. |

(b) See Note C to the financial statements for a discussion of discontinued steam heating operations. |
(¢) See Note D to the financial statements for a discussion of the extraordinary gain from early extinguishment of bonds |

P, SUPPLEMENTARY INFORMATION TO DISCLOSE THE EFFECTS OF CHANGING PRIUVES (Unaudited ): ‘
The following supplementary information is supplied in accord- dollar) and changes in specific prices (current cost) have had on
ance with the requirements of the Stz .ement of Financial the Company's results of operations. The data provided are
Accounting Standards No. 33, Financial Reporting and Chang- not intended as a substitute for earnings reported on a histori-
ing Prices. This Statement requires adjustments to historical  cal basis, but offer some perspective of the approximate effects

costs to estimate the effects that general inflation (constant of inflation rather than a precise measurement of these effeets.
STATEMENT OF INCOME ADJUSTED FOR CHANGING PRICES _ ;
For The Year Ended December 31, 1983 Convertional Constant Dollar Current Cost
(Thousands of Dollars) Anp— St g
ost 1983 Dollars 1983 Dollars
Electric operating revenues $800,345 $R800,345 $800,345
Fuel 192,512 192,512 192,512
Purchased power (sales)—net (7,530) (7,330) (7,330)
Other operation and maintenance expenses 201,204 201,204 201,204
Depreciation expense 73,682 157,841 174,112
Taxes other than income taxes 60,651 60,651 60,651
Income taxes 92,954 92,954 92,954
Other income and dedretions—net (67,715) (67,715) (67,715)
Interest charges 109,161 109,161 109,161
655,119 739,278 755,549

Income from continuing electric operations (excluding reduction of
erty, plant and equipment to net recoverable cost)

$145,226 $ 61,067°

$ 44,796

Increase in specific prices (current cost) of property, plant and equipment

held during the year"* $251,349
Reduetion of property, plant and equipment to net recoverable cost $(18,925) (40,924)
Effect of increase in general price level (213,079)
Excess of increase in general price level over increase in specific prices after

reduction of property, plant equipment to net recoverable cost (2,654)
Gain from decline in purchasing power of net amounts owed 67,732 67,732
Net $ 48807 $ 65,078

*Including the reduction of property, plant and equipment to net recoverable cost, the net income on a constant dollar basis would have been $42 142

** At December 31, 1983, current cost of property, plant and equipment, net of accumulated depreciation, was $5 369 693, while historical cost or net cost
recoverable through depreciation was $2,739 290



FIVE-YEAR COMPARISON OF SELECTED SUPPLEMENTARY FINANCIAL DATA

ADJIUSTED FOR EFFECTS OF CHANGING PRICES
(In Thousands, Except Per Share Amounts)

Year Ended December 31,

1983 1982 1981 1980 1979
Average 1983 dollars:
~ Electric operating revenues $800345  $770.733 $861,562  $R16090  $839,296
Historical cost information adjusted for general inflation:
Income from continuing electric operations (excluding
reduction of property, plant and equipment to net
. | recove_rable cost)(1) 61,067 38,247 39,552 42,042 44 888
Income per share from continuing electric operations
(af*er dividend requirements on preferred and
_ preferencestock)(1) 7 69 31 34 36 38
Net assets at year-end at net recoverable cost 940,854 896,216 832,000 £33,932 857,570
Current cost information:
Income from continuing electric operations (excluding
reduction of property, plant and equipment to net
~_ recoverable cost) (1) A 141796 23,564 23,433 23,228 21,453
Income (loss) per share from continuing electric operations (after
ol dividend requirements on preferred and preference stock) (1) A0 — (.04) (.13) (.34)
Excess of increase in general price level over increase
in specific prices after reduction of property, plant
__and equipment to net recoverable cost 2,654 (237) 120,532 235,444 237,872
Net assets at year-end at net recoverable cost 940,854 896,216 832,000 833,932 857,570
General information:
~ Gain from decline in purchasing power of net amounts owed 67,732 64,128 148,054 206,745 237,532
~ Cash dividends declared pe- share of common stock 2.00 1.96 202 2.18 2.43
_ Market price per share of common stock at year-end 13.50 15.23 14.52 15.27 18.70
Avenge consumer price index 298.5 289.1 272.4 246.8 2175
Historicai basis:
_E'lectnc operating revenues $800,345 $746,462 $786,220 174,744 $611,547
~ Cash dividends declared per share of common stock $ 200 $ 1.9 $ 185 $ 180 $ 176
_Market price per share at year-end $13.50 $14.75 $13.25 $12.63 $13.63
~ Proven wnd prebable coal reserves at beginning of year (tons) 25,100 26,300 28,100 29,900 30,650
~ Tous of coal mined 785 942 680 875 928
Average cost per ton of mined coal $36.59 $31.62 $35.10 $31.14 $28.71

(1) Amounts for 1982 are before extraordinary gain. Amounts for 1979 are before cumulative effect of accounting change

Constant dollar amounts represent historical costs stated in
terms of equal purchasing power, as measured by the Con-
sumear Price Index for all Urban Consumers. Current cost
amounts reflect the changes in specific prices of plant from the
date the plant was acquired to the present and differ from con-
stant dollar amounts to the extent that specific prices have
inereased more or less rapidly than prices in general.

The current cost of property, plant and equipment, which
incluces land, land rights, intangible plant, property held for
future use, construction work in progress and nuclear fuel in
process, represents the estimated cost of replacing existing
plant assets and was primarily determined by indexing sur-
viving plant by the Handy-Whitman Index of Publie Utility
Construction Costs. The current cost of coal properties was
determined by indexing coal reserves and machinery and
equipment by the Marshall-Stevens Mining and Milling Index.
The current year’s provision for depreciation and depletion on
the constant dollar and current cost amounts of property,
plant and equipment was determined by applying the Com-
pany’s depreciation and depletion rates to the indexed plant
amounts.

Fuel inventories, the cost of fuel used in generation and pur-
chased power have not been restated from their historical cost

in nominal dollars. Rate regulation limits the recovery of fuel
and purchased power costs through the operation of adjust-
ment clauses or adjustments in basic rate schedules to actual
costs. For this reason fuel inventories are effectively monetary
assets,

As prescribed in Statement 33, income taxes were not
adjusted.

The regulatory process limits the Company to the recovery
of the cost of service in its rates. Therefore, any excess of the
value of plant in constant dollars or current cost must be
reduced to the net recoverable cost, which is historical cost.
The amount of this excess that accumulated as a result of
inflation in the current vear must be reduced to net recovera-
ble cost.

The Company, by holding assets such as receivables,
prepayments and inventory, suffers a loss of puichasing
power during periods of inflation because the amount of cash
received in the future for these items will purchase less. Con-
versely, by owing monetary liabilities, primarily long-term
d.bt, the Company benefits because the payment in the future
will be made with nominal dollars having less purchasing
power. The Company has significant amounts of long-term
debt outstanding which will be paid back in dollars having less 3



Duquesne Light Company

Notes (continued)

purchasing power and, therefore, for purposes of these caleu-  equity capital previously invested. While this effect is partially
lations, has a net gain from holding monetary liabilities in mitigated by the benefit derived from holding long-term debt,
excess of monetary assets. the Companv has a net purchasing power loss which is experi-

The regulatory process limits the amount of depreciation enced by the common shareholder and can only be overcome
expense included in the Company’s revenue allowance and lim- by adequate rate relief. However, the Company expects that it
its utility plant in rate base to original cost. Such amounts pro-  will be able to establish rates which will recover the increased
d e cash flows which are inadequate to replace such property costs of new plant.
in the future or preserve the purchasing power of common

Duquesne Light Com ny

Selected Finar ~ial Data and Statistical Summary
(Thousands of Dollars, Except Per Share Amounts)

1983 1982 '981 1980 1979 1973

SUMMARY RESULTS OF OPERATIONS
Residential revenues 27110 238496 = 223146 = 196400 = 176744 = 79,113
Commercial revenues 20370 2 263374 = 243501 209871 185880 5118
Industrial revenues R | " 225292 300066 250,295 232389 AS_(_)ZN ,
L_Mlmand ot.her revenues L e 130 12388 11,052 _10_‘3_’/?977””77” 4,762
Miscellaneous revenues 7,401 6,060 7,133 7,126 6,164 2,580

__Total electric revenues et 800,345 746,462 786,229 674,744 611547 = 241842
Operation and maintenance expenses 38638 399527 435589 980973 351731 111,383
_ng’g»c_gp_o_n'__ﬂ_ TP LA R el 60,854 {3}6 4185 23211
Taxes other than incometaxes 60,651 57476 57,694 _AT637 46 956 WENEY 4(_52_»
Income taxes 16194 53307 51801 50,643 41592 15864
Interest charges, net of allowance for

borrowed‘?\!mds used during construction 109,161 100344 92968 75,629 65,414 32460
Other income, ipally allowance for equity

funds used J g construction 50,955 44,328 28 086 26,749 21,587 13,496
Income from contmumg electric operations

before extraordinary gain L M52 117197 109,409 95,295 19556 51958
Loss from discontinued steam

heau'ni operations — 9,924 538 333 1,194 133
Income before extraordinary gain 145226 107273 108,871 92962 78362 51825
Extnordm’ ‘Im — 9,609 — — - -
Net income 145226 116882 108871 92962 < 82207% = 51825
Dividends on Preferred and Preference Stock 22,411 22,701 22,976 23,353 23721 9,233
Earnings for Common Stock 7 122815 94,181  B5895 0 69609 @ 58486 @ 42502
Average number of common shares

_Outstanding , 55,883 48,236 41,764 38267 32239 18,181
Earnings per share of Common Stock:
__Income from continuing electric operations £ 188 207 18 .73 235
~ Netincome _ 2.20 1.95 206 182 181F 234
Dwniegd_s declmd on Common Stock 2.00 1.90 1.85 1.80 1.76 1792
tIneludes cumulative effect to January 1, 1979 of the change in blllmg practice, net of income taxes, of $3,845 or $.12 per share.
PLANT
Property, plant and equipment : 3,293,481 3,024,554 2809753 2604333 2380805 1,423,135
Accumulated depreciation 555,641 504,680 477,009 424,653 386,479 265,459

uipment—net 2,737 840 2,519,874 2,332,744 2,179,680 1,994,326 1,157,676

TOTAL ASSETS 3,145,811 2,R83,424 2 668,577 2,447,163 2,222,537 1,256,291




1983 1982 1981 1980 1979 1473
‘ ALIZATION
Comunon Stock 58420 53217 45308 40166 35550 20400
Capite!surplus 124047 649316 550,244 494228 433984 214,157
Retainedearnings 175938 165340 163705 155102 155328 125261
Non-redeemable Preferred and
Preference Stock " - 156,137 156,137 156,137 156,137 156,137 96,137
Redeemable Preferred and Preference Stock 134,979 140829 143924 146867 Ee i 149998 62482
Mmormbondl AT 1,100,147 1,006,637 983870 ity _9&023(} L 808'8."!) E 518_1_69_
Oﬂmlong—gggdebt 234019 199934 l7§_§8_2» 126981 127436 66,140
Ummrnuddebtdneounnnd mium—net (10,967) (9,488 (9,453) (7,161 5,770) —
~ Totalcapitalization 2572820 2362042 2210412 2030550 1281493 1,162,737
RESIDENTIAL SERVICES
Average use per customer (kilowatthours) 5752 5668 5608 5770 5629 5552
Average revenue per kilowatthour  9.195¢  B36ly  T806¢ 6828y 6363  303l¢
SALES OF ELECTRICITY
(millions of ki'owatt-hours)
Residential SIMETSIAINR R | W 2858 2876 2,778 2610
Commercial R RO 4,257 4,163 4,069 4024 3,870 3,638
Industrial } W SR T an7 3902 6,582 6,212 6,546 6,181
Street uhtg‘ and other 111 120 125 129 131 118
Total ik A 10,990 11,038 13,634 13301 13325 12547
ENERGY SUPPLY AND PRODUCTION DATA
Energy supply (millions of kilowatt-hours)
Generated in system plants 14,900 12,352 13914 13485 13884 12979
Purchased and net mt.erchmlg - (164) (659) 410 51 125 336
Losses and company use (746) (625) (690) (725) (684) (T68)
____Total 10990 11038 13634 13301 13325 12547
Gtu_rggg‘_apblhty (t.houunds of kilc Inlomm) ) 3.19_ 314 E 3_1_77_ 3,179 3204 2,620
Peak load (thousands or kilowatts) _2_114_ Ay 2_138_7 2522 2474 2,296 2,296
Ctntofmelgc_r_milhonBTU At ll7 140¢ 16786_5¢ 159660¢ i 19;@& 131 779;_ o _4&4_52¢
mthw:tthou_ggnented o R 10.‘36 L 10,853 10931 10811 10.924 10,333
Average production eonperkllowatt-hour , 2541y 2575¢ _23514” - 2.202¢ ] .91‘34 Qowc
NUMBER OF ELECTRIC CUSTOMERS—
' At End of Year
Residential 505781 503,987 503044 500466 496,005 471641
Com___M,___’ ug B o - - 49493 49320» 48850 48308 47978 45975
Industrial yEnRas. ond - 1,984 1,999 __2'(!16 el (¥ 2005 . 1975 1,765
Street m_n‘ ing and other 1,633 1,647 1,713 1,725 1, 1,746 1,852
R RN . 858,891 556953 555,632 562,504 541704 521,233
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Management’s Discussion
and Analysis of Financial
Condition and Results

of Operations
Capital Resources and Liquidity
Construction

Construction expenditures during 1983, exclusive of allow-
ance for funds used during construction and nuclear fuel,
were approximately $224 million. These expenditures were pri-
marily for the construction of three CAPCO generating units
in addition to improving and expanding production, transmis-
sion and distribution systems and pollution control equipment.

The Company currently estimates that it will spend, exclu-
sive of allowance for funds used during construction and
nuclear fuel, approximately $235, $203, $158, $137 and $127
million for each of the years 1984 through 1988, respectively.
These estimates include an aggregate of approximately $294
million for the three jointly-owned nuclear generating units
being constructed under the CAPCO arrangements, including
related transmission facilities. See Note K to the financial
statements.

The amount which the Company must spend for its con-
struetion program is regularly under review and is subject to
changes influenced by business and economic conditions and
other factors, such as escalation of labor, material and equip-
ment costs, rate of construction progress, the development of
environmental and nuclear safety regulations, service reliabil-
ity and system efficiencies. In addition, this review also must
take into account difficulties in obtaining rate increases suffi-
cient to generate adequate earnings, possible changes in load
growth trends and, in the case of the CAPCO construction pro-
gram, the ability of each of the CAPCO companies to finance
its capital requirements.

The Company finances its nuclear fuel requirements primar-
ily by leasing and through a trust arrangement. See Note L. to
the financial statements. In the third quarter of 1983 the Com-
pany entered into arrangements permitting the lease of an
additional $60 million of nuclear fuel.

Financing
The Company anticipates that funds required for planned
construction expenditures in the next several years will be pro-
vided principally from the issuance of additional equity and
debt securities and in part from cash becoming available from
:reratxons The Company issued $60 million of 12'4% First
Bonds on April 14, 1983 and $50 million of 137 First
Hortglge Bonds on December 6, 1983, In August 2, 1983 the
Company issued and sold 2,475,000 shares of Common Stock.
Net proceeds from the sale of the Common Stock were
approximately $39.4 million. Funds provided to the Company
under its Dividend Reinvestment Plan in 1983 amounted to
approximately $39 million, and an additional $10.2 million was
reinvested on January 1, 1984, On November 1, 19583 the Ohio
Air Quality Development Authority issued $29.5 million of pol-
lution eontrol revenue bonds to reimburse the Company for it
share of the cost of certain pollution control facilities at Unit
No. 7 of the Sammis Power Station. The bonds have an inter-
est rate of 10'2%, and principal and interest on the bonds will
be funded by the Company. Portions of the net proceeds from

these issues were used to pay short-term indebtedness
incurred principally for construction purposes, and the balance
was applied to construction expenditures. The Company cur-
rently estimates that approximately 767 of the funds required
for its 1984 construction program will come from outside
financing. The Company plans to sell additional First Mort-
gage Bonds in March 1984. The exact timing and amount of
this sale will depend on market conditions.

In addition to the funds required for the construction pro-
gram $16.8 million was required in 1983 for maturities of long-
term debt and sinking fund and purchase requirements, and
$21.4 million will be required in 1984 for such purposes.

Interim financing will be through bank borrowings and
sales of commercial paper. In addition, the Company has avail-
able a revolving credit arrangement with two banks which
allows the Company to borrow up to an aggregate of $60 mil-
lion through 1986 and to convert the revolving loans to term
loans for an additional three ye rs. See Note F to the financial
statements. Variable market and general economie ¢onditions
may affect the Company’s selection of financing alternatives
and adversely affect its ability to raise capital. In order to
maintain earnings adequate to finance construction expendi-
tures and refunding requirements, the Company requires rate
increases sufficient to offset increased cc sts and provide a fair
rate of return.

The Restated Articles of the Company require that for the
issuance of Preferred Stock, earnings (after income taxes)
available for interest charges be at least 1.5 times the suin of
interest charges on all indebtedness and Preferred Stock divi-
dend requirements. This restriction currently preciudes the
Company from issuing Preferred Stock. There is no similar
restriction upon the issuance of the Company's Preference or
Common Stock.

Rate Matters

On January 28, 1983 the Public Utility Commission entered
a final order allowing an annual rate increase of $105.8 million
beginning on January 29, 1983. See Note M to the financial
statements.

On April 29, 1983 the Company filed a request for a $49.9
million annual rate increase with the Commission. On Septem-
ber 16, 1983 the Commission approved a settlement allowing
an increase of approximately $21 million beginning on Septem-
ber 17, 1983, See Note M to the finaneial statements.

Extraordinary Property Losses

In 1980 the CAPCO companies cancelled the construction of
four nuclear generating unite. In January 1983 the Commis-
sion approved the recovery of the accumulated costs from the
Company's customers but did not allow any return on these
costs, See Note B to the financial statements.

Deferred Coal Costs

By Interim Order entered January 12, 1981 the Commission
directed that the Company limit its recovery of the cost of
Quarto coal through its energy cost rate to approximately the
prevailing market price of similar coal rather than the actual
cost of Quarto coal. The Company is deferring the excess of
the actual cost of Quarto coal over the cost being recovered
through its energy cost rate until recovery of the actual cost is
permitted by the Commission. If recovery of such excess is
disallowed, the amount deferred would be charged to income
in the year of disallowance. See Note G to the financial
statements.



Beaver Valley Replacement Power
In eonnection with a February 20, 19581 rate order, the Com-
“mission found that the Company had not proven that the costs
of replacement power durit 1979 outage of Beaver Valley
Unit No. 1 were prudently incurred. Further hearings in the
Beaver Valley refund proceedings were held, and on Novem-
ber 19, 1982 the Commission adopted an order nisi which
‘ordered refunds of $12.5 million plus interest over a two-year
period. The order nisi became final on June 10, 1983, and the
Company has filed an appeal with the Commonwealth Court.
See Note M to the financial statements.
Allegheny County Steam Heating Company
On September 30, 1982 a final order of the Commission
approved the discontinuance of steam service by the Com-
pany's steam heating subsidiary effective May 31, 1953 and
the transfer of a major portion of the assets of the subsidiary
to Pittsburgh Allegheny County Thermal, Ltd. for nominal
consideration. The transfer of assets became effective June 1,
1983, See Note ( to the inancial statements. Sinee the subsidi-
ary had been losing money over the past several vears, the
ition should improve the Company’s financial condition
and results of operations.
Other
Under provisions of the Economic Recovery Tax Act of 1981
eligible individuals who are participants in the Company's
Dividend Reinvestment Plan may elect to exclude from cur-
rent federal taxable income each tax year {from 1982 through
1985 the fair market value of Common Stock received from
the reinvestment of dividends to the extent the aggregate fair
market value of such shares does not exceed $750 (31,500 for
spouses who file a joint return.) This provision has provided
incentive for stockholders to reinvest dividends and thereby
ease the cash requirements of the Company.

The Company has generated in each year funds from opera-
tions sufficient to meet its operating expenses, pay dividends
and finance a portion of its capital needs. The demands and
commitments detailed in Note M to the financial statements
and those noted above are not expeeted to materially affect the
Company’s ability to finance its operations or its construction

program.
Results of Operations

Operating revenues from continuing eleetric operations
inereased (decreased) in the years 1981 through 1953 over the
respective preceding years, for the following reasons:

e 1983 1982 19%1
¥  (Millions of Dollars)
Generalrateincreases ~ $884 3430 8 656
Electrical consumption ~~~ (10.0) (623 105
Energy clause revenues  (31L0)  (190) 339
State tax adjustment

and other 6.5 (1.5) 1.5
———

£33.9 $39.8)  $1115

The operating revenues of the Company are hased on rates
puthorized by the Pennsylvania Publie Udlity Commission.
These rates are designed to recover the Company’'s operating
pxpenses, plus a rate of return on the investment in utility rate
hase. The Company also has an energy cost rate which allows
t to recover the difference between actual fuel costs and fuel
sosts included in base rates. Any overcollections of revenues
are refunded, with interest, to customers.

The Company was permitted two rate increases in 1983
effective January 29 and September 17. See Note M to the
financial statements. The decreases in electrical consumption
in 1982 and 1983 were due primarily to the severe impact of
the economie recession in the Company's service area, partic-
ularly on steel and other industrial customers.

The decrease in operation (fuel, purchased power and other
operation) and maintenance expenses in 19583 compared to
19582 was due primarily to a substantiai reduction in fuel
expenses resulting from higher generation from the Beaver
Valley No. 1 nuclear unit, decreased deferred fuel expenses
and lower kilowatt-hour sales. Net sales of power to other
utilities decreased as the market for such sales was not as
favorable in 1983. The decrease in operation expenses in 1952
compared to 1981 was due to substantial reduetions in pur-
chased power and fuel expenses. The significant reduetion in
kilowatt-hour sales to industrial customers resulted in a sur-
plus capacity situation. This available capacity and the require-
ments of neighboring utilities resulted in substantial net sales
of power in 1982, Other operation and maintenance expenses
inereased in 1982 compared to 1981 due to a seheduled outage
for refueling and modification work at Beaver Valley Unit No.
1 and increased customer, general and administrative
expenses,

Depreciation expense increased in 1983 compared to 1952 as
a result of increases in utility plant and changes in deprecia-
tion rates to conform with the depreciation rates allowed by
the Pennsylvania Publie Utility Commission in its rate orders,
Additionally, depreciation expense ineludes the amortization
of the cancelled nuclear generating units and Shippingport.
See Note B to the finaneind statements.

Income taxes inereased in 1983 compared to 1952 principally
as a result of increased taxable income. The effective income
tax rate for the three years ended December 31, 1983, 1952
and 1981 was 347, 317 and 357 respectively.

The increases in allowance for equity and for borrowed
funds used during construction (AFC) werc primarily due to
the increased cost of construction and increases in the AFC
rate from 7.6°¢ in 1981 to 8.57 in 1982 and to 9.6 in 1983,
Fluetuations in interest income resulted from changes in cash
available for temporary investments. Interest expense for
each of the years 1983, 1982 and 1981 was higher due to
increased total borrowings to finance the Company’s capital
expenditures.

In 1982 the Company's subsidiary diseontinued its steam
heating operations resulting in a charge to earnings of $9.9
million, or $.21 per share. . ¢e Note (' to the financial
statements,

A non-taxable extraordinary gain of approximately 39.6 mil-
lion, or $.20 per share, in December 1982 resulted from the
exchange with an investment banking firm of newly issued
common shares for certain First Mortgage Bonds having an
exchange value substantially lower than their face value. See
Note D to the financial statements.

Earnings per share of Commaon Stock for 1953, 1982 and
1981 were adversely affected by inereases in the average num-
ber of shares outstanding, which reduced earnings per share
by 8.35, .31 and 3.1%, respectively.

The Company has prepared information on the effects of
inflation and changing prices in accordance with the Financia!
Accounting Standards Board's Statement No. 33, Sueh infor-
mation is in Note P to the financial statements,
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CAPCO

In 1967, Dugquesne Light joined
with four other electric utilities to
form the Central Area Power
Coordination (CAPCO) group.

Prior to 1980, ten generating
units were committed under the
CAPCO arrangements, which pro-
vided for joint ownership interests
based on individual requirements.
Duquesne Light shares in nine of
these units. To date, seven are in
service; three will be placed in
service, one each in 1985, 1986
and 198%.

Since 1980 each CAPCO com-
pany has been responsible for
establishing its own level of
reserve and its own generating
capacity reeds beyond the jointly-
owned units still under construc-
tion. Duquesne Light is now
aeveloping a program to meet its
future capacity requirements.

Light Company
Beaver Valley =1 Beaver Valley #2
Nuclear—1976 Nuclear — 1986

ity ®10.000 KW Ca{mcuy 833,000 KW
b Ownenhlp 475 Ownership: 1 747
REY

D.L. Share; 355,000 KW DL Share: ! 14000 KW
*Pennsylvania Power Company
llmuﬁetd = Monsfield =2
(‘crnm m KW Comcity. 780,000 KW
000 Capacity: 720,000
) - D.L ()Jn«nshxp Rore

oL ‘ih-m 000 KW 1 L. Share: 62,000 KW
Mansfield =3

g ma&l W KW

Tﬂty ), (M)

I&) 13.74

D.L. Share: 110,000 kW
*Ohio Edison Company

Sammis =7

Coul--171

Carnty H00, 000 KW

g Ownership: 41.2%

1. Share: 187,000 KW

*The Cleveland Electrie

Hlaminating Company

Perry =1 Perry =2
Nuelear—19%5 Nuelear— 1958
gardty 1,206,000 KW Capacity: 1,205,000 KW

H‘N D.L. Ownership; 13 74%

L. Share: § MI)KW l)l Share: 165,000 KW
Euastlake 25

Coal--1972

. v 048,000 KW
D Om»nh y: 1.2
[ L. Share: 202,000 KW
*“The Toledo Edison Company
Davis Besse =1
wm-lm
¥ R0, 000 KW
. Owne, nh:p 0
D L. Share; 0
*Construeting and
operating eompany

Board of Directors

John M. Arthur*#
Chairman of the Board and President

Charles M. Atkinson
Vice President—Finance and Aceouniing
Group

Henry G. Allyn, Jr.*t

Retired President and Chief Executive
Officer of The Pittsburgh

and Lake Ere Railroad Company

Daniel Berg %
Provost and Vice President for Academic
Affairs, Rensselaer Polytechnic Institute

Doreen E. Boyce ¥ #

Director, The Buhl Foundation

John H. Demmler #
Partner, Reed Smith Shaw & McClay
Attorneys-at-Law

Sigo Falk”®
Associate Director. Health Systems
Agency of Southwestern Pennsylvania

William H. Knoell t
President and Chief Executive Officer,
Cyclops Corporation

G. Christian Lantzsch®#

Viee Chairman of Mellon Bank, N.A. and
Viee Chairman and Treasurer of Mellon
National Corporation

Eric W. Springer t*
Partner, Horty, Springer and Mattern
Attorneys-at-Law

* Member of Audit Committee

t Member of Compensation Committee

¥ Member of Employment and
Community Relations Committee

£ Member of Nominating Committee

Transfer Agents and
Registrars

Common, Preference and
Preferred Stock
Pittsburgh National Bank,
Pittsburgh

Chemical Bank, New York

Annual Meeting of
Stockholders

The annual meeting of stockhold-
ers will be held at 10 a.m., Pitts-
burgh time, on Tuesday, April 17,
1984 in the David L. Lawrence
Convention Center, Pittsburgh,
Pennsylvania,

Company Officers

John M. Arthur
Chairman of the Board and President

Charles M. Atkinson
Viee President—Finance and Accounting
Group

Roger D. Beck
Vice President—Administrative Services
Group

John J. Carey

Viece President—Nuclear Group

Clifford N. Dunn
Vice President—Power Supply Group

William F. Gilfillan, Jr.
Vice President—Customer Services
Group

George [, Rifendifer
Vice President—General Services
Walter T. Wardzinski®*

Vice President—Legal and Corporate
Communications

Earl J. Woolever
Viee President—Nuclear Engineering
and Construction

James O. Ellenberger
Controller

Ronald G. Males

Treasurer

Thomas Welfer, Jr.
Secretary

Richard J. Ciora
Assistant Treasurer

Lawrence P. Galie
Assistant Treasurer

Joan 8. Senchyshyn
Assistant Secretary

*Effective December 1, 1983, the Board of
Directors appointed Walter T. Wardzinski
Vice Pres.dent of Legal and Corporate
Communications, Mr. Wardzinski's res-
ponslhnlmew will include legal services,
public information, public affairs and the
Secretary's office. Prior to his appoint-
ment as Viee President, Mr. Wardzinski
was General Attorney of the Company.







OHIOEDISON
The Energy Makers

ANNUAL REPORT 1983



Pennsyhania,
mwsmmmmmwaow
sqzmmllasandhchbsmaldtlnmosth@ply?,i’
mnmawommmamsmm



1983

243454
$15159
4203
302.8

203.7
319.8
2724
272 4
227.8

$2.22
2.22
$1.80
$2308

$690.8
55.0
$7458
2044
483 4
{ Juity 14.2%
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President’s Message
Many things came together to
make 1983
the Company. But one of the most

a successful year for

mportar

jJoesn t appear in our
statements: I'm referring to
continuing s JDD("'

to move the ’\j/nynoan~‘

inancial
the stockholder
of our ﬂ”(v_»(' 3

forward

qu t ri. r 'W'\‘V\C | n\.)op VC"A will
share ,!(.ﬂ' *‘n\(,)"')\'y“é—‘{, the \d’.“)?-:lc
tion of being an important part of

ne of our better years

Earnings were up 4.2 percent over
198210 % 2 per share of common

1oCck, despite a larger number of

shares outstanding and an extra

jain of 24 cents per share

ed economy, sales 10

and rate agjustment
) push annual revenues
DHHhOr

and

Kilowatt-hour sales to reta

wholesale tomers were up J3

percent, leéd by signiiicant increases
n sales 1o industrial customer

particularly in the automotive and
teel Ingustrie

The Board of Directors, recognizing

that there has been measurable

progr n performance whict
hould have long-range benefits
reased the quarterly dividend ¢
16 cents per share, effective witl
the first quarter of 1984

1983's Accomplishments

For the third ecutive year, we

]
were hiahly successful in selling
bulk power to other utilitie
representing $7¢ enillions oof
rever o n 18 /’%{)(v"«’" ,“..‘,'/‘ o
revenue re ‘n.;\. fror ‘(,‘,“” ’]’”
na-terry 1le ntracts that
ould add a total of over $5¢
Y \r f predictable revenue Ir t
e e

Aggressive cost-cutting measures
helped to reduce operation and
maintenance expenses by $19.7
million from the previous year
importantly it was done without
sacrificing the overall performance
of generating plants or the reliability
of service to customers

and,

Several system improvement
programs were completed during
the yvear, which will further enharnce
operating performance. For example
modern computer applications in
the new System Dispatching Office

and in customer accounting offices

are making the generation and
transmission of power and service
to customers more efficient, reduc

\nual operating costs by more

than $1 millior

And

progress made in the strengthening

we are encouraged by
of ow tinancial DO()’T“()'
mproved cash flow and growing

retained earnings, which should

:rn;js;,(}n'\g

transiate into an improved outiook

for our stockholders’ investment

Concentrated Efforts

Al

what 1s being accomplished can be
attributed to concentrated efforts in

four ma .r areas

* Reducing the need for increased
rates to the extent possible by con
trolling costs Achievements in this
area are llustrated by lower COsts
for coal maintenance and plant

operations for 1983

* Ensuring steady progress in our

construction program and seeing

to its timely and most economical
mpletior Hpu;g' n 1980 our

$600 million air quahty control

prograr on schedule for com

pletion in 1984

While we ourselves are not build

INg a nuclear plant, our partnership
ninree :;‘)'".lv'l“rw; Jr it .1"'(’0‘1 con
truction require iciive participa

t ..f’,.br("“..; t \m[,uw\,v,x

hands-on project management by



units, especially in the area of

quality control, has avoided the

kinds of regulatory and licensing
difficulties that have drawn atten-
tion to other utilities in the past year.
All companies participating in
these projects share a total com-
mitment to maintaining the highest
standards of quality and safety.
The Duguesne Light Company,
which already has considerable
nuclear plant operating
experience, is making steady
progress towards completion of
the Beaver Valley unit 2 in 1986.
Although unit 1 at the Perry
Nuclear Plant has been resched-
uled for completion in late 1985,
The Cleveland Electric llluminating
Company's management of
construction at the Plant hao
consistently earned high marks for
quality control in major reviews by
the Nuclear Regulatory
Commission.

« Exploring new and different ways
for customers to use electricity as
a cost-effective alternative to other
energy sources. In 1983, a number
of proposals were made to the
regulatory commissions for their
approv2l to help customers reduce
energy costs, either by shifting the
use of electricity to off-peak
periods or through incentives to
expand operations or increase

local employment.

» Persuading reguiators and
legislators to deal with long-term
problems with long-term soluticns,
instead of short-term ‘Quick fixes"
of questionable benefit. This
attitude is particularly important
in the “acid rain” debate, where

- some aie urging that billicns of
dollars in facilities be added to

power plants.

Although there is increasing recog-
nition in Washington that the “acid
rain” question must be addressed,
there is also growing understanding
that further scientific study should
precede costly legisiation. Absent
this, the Company and customers
could be faced with @normous new
costs and little or no tangible
benefit.

Our Outlook

A number of -avorable economic
conditions should provide the
opportunity to further improve
financial performance: a modest
inflation rate, stable fuel prices,
lower borrowing costs and, as the
economy gains momentum, an
increase in the demand for
electricity.

Although past accomplishments and
the prospects of a better business
climate fuel our optimism for the
future, we will never lose sight »f the
challenges that yet face the electric
utility industry. They reouire that we
act in the best interest of customers
and stockholders. And we will.

The Ohio Edison System is an
organization with well-seasoned
management and hardworking
employees ' vhose pride and talent
have us moving toward a more re-
warding future that will benefit us all.

j,,z;; " /é TL\S
Justin T. Rogers, Jr.
President

March 1, 1984






Year in Review

Earnings and Revenues Improve in 1983

Sales and Local Economy Stronger




Empioyees continue

to provide customers
with electne serwice
that 15 99.98 percent

reliable

Research and
development
facilities, such as
those 3t the Goodyear
Technical Center

have become a
source of renewed
groxth in the local

economy
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also enables us t¢ make better use
of our power plants. Since the load
management program began in
1977, 213 megawatts have been
maved to off-peak hours

The Companies also heip residential
customers 10 better manage their
electric use and enerny costs. A
new plan to encourage more use of
electricity, yet lower overall custo-
mer costs, was approved by the
PUCO in January 1984. it will pro-
vide lower rates for qualifying cus
tomers with electric water heating
or electric add-on home heating
systems. In return, their service
couid be interrupted to stabilize
peak loads, but with minimal or no
effect on the customer’s lifestyle

Customers Favorzhle on Service and Cost
The Companies continued their long
history of providing dependable
service, with the average residentia!
customer experiencing an average
reliability of 99.98 percent since
1980. In a December random
survey of 500 Ohio Edison cus-
tomers, 96 percent rated their
service favorably, and 91 percent
rated the cost of their electric
service as an average to above
average value

Ongoing surveys are useful in deter
mining and meeting customer needs
For example, 2 quarterly survey of
customers who contacted the Com
panies for service or information
helps pinpoint where and how serv-
ice can be improved. Some feed-
back is more direct, as through our
nine Consumer Advisory Panels
where representatives of consumer
groups meet regularly with our
employees to discuss topics of
interest to both the Companies
andg customers

For customsrs requiring special
assistance, especially in times of

medical or financial difficulties, the
Companies offer numerous helpful
programs, such as budget payments
and third-party notification. In addition
customers are informed of govern
menta: or social service agencies
that provide financial assistance for
home weatherization and for paying
winter heating expenses. This infor
mation, along with topics on eleciric
use and energy Issues, Is also avail
able through a wide range of litera-
ture, fi'ms, group presentations and
student education programs

Earnings Continue to Benefit from

Plant Reliabiiity

Our ability to increase earnings
depends not only on efiorts to main-
tain sales growth, but on the per-
formance of our employees and

the most effective utilization of our
Jenerating facilities. To sustain the
high reliability of these facilities, the
Companies have intencive employee
training and preventive maintenance
programs, which significantly reduce
the likelihood of equipment malfunc
tions and costly generating unit
breakdowns

9

Availability has been excellen
Beaver Valley Power Station unit 1
the only operating r
currently supplying the System
Except during a scheduled shut

down for maintenance, testing and

wclear plant

retueling, the 810-megawatt unit
achieved a 94.5 percent operating
availability for 1983, and it reduced

our dependence on more expensive
coal-fueled generation by 10.2 per
cer:t for the year. The Companies
own 52.5 percent of the uriit, whict
1S operated by the Duguesne Light
Company, the other owner
Additional work done during the
scheduled chutdown will enable the
unit to operate for longer periods
between refuelings. The modifica

tions, which incluged use of more

highly enriched uranium fuel, were

n

partially completed during the shut

down, and wil! be completeq at the
next scheduled ref ieling in 1984
Operations Keep Pace with

Computer Technoiogy

Modernization and the use of hig
technology plays an ever increasing

A new Customer
Intormation System
has improved our
ability to quickly
respond tc customer
inquines with more

detailed information

L SRR



Contracts secured

1983 helped reduce
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costs

the lowest levels
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Management’s Discussion and Analysis of
Results of Operations and Financial Condition

Results of Operations

Results of operations for 1983 reflect improv

conditions taking place in the Companies

Increased kilowatt-hour sales to the

commercial and industrial customer
spectively, were significant to the Compa

increases of 39.3 26.3

traordinary items, net income and earr
stock, respectively. This strong performance
1983 earnings per share cf common stock b
despite a significant increase in the numbe
common stock outstandir
1982 earnings of an extraordinar
of return on average
compared to 13.5
the effect of extraordinary income
the settlement of a claimed Penns
1981, the rate of return on average

1982

82 jher intere preferred

& ( < HOWever
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will have additional cash requirements of approximately
$638,000,000 to meet debt maturities and sinking fund
requirements for debt and preferred and preference stock

At December 31, 1987, the Companies had availab

approximately $113.000,000 of temporary ¢
(] & 4 nately $88 50 (X ( n 4 eisewhere
and approximatlely 36,9 ¥ Tunds heiqg ir
)
. -
previous pol n contri ancings. The Comp
have $235,000,000 of short-term bank lin
availlable to them for internm financing
which had been drawn down at December
mpanies’ ¢ yrrent financing plans fc '13.",:':

estimated 8.000 00« hares of
vidend y};.v;"‘\u&:'ﬁ‘ ent ant
¢ > 4 v 1 X
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mmaon stock thro
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offerir

preferred and preference stock; $65,000,000 of poliutic

ntrol notes: and $ ona-term debt he

Jompanies also expect to invest approxim 80,00t

ey p—— A0 A ther +h
r agaitional nuclear uei 1984 througt
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Based upon earnings as

Company would be permitted, under its First Mortga
Indenture, to issue on the basis of property additions, at lea
$545,000,000 principal amount of first mortgage bonds
assuming an interest rate of 13
Incorporation, to

preferred stock at an ass

issue some lesser combination of both. The Compa

to issue $335,000,000 principal amount of first mortgage
bonds against previously retired bonds without the need 1o

meet earnings coverage requirements ) v -
V-~

(- :
. /, / 7 s
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In September 1983, the Company was granted a base rate . (/wn’,f v /¢ / \,921541/&7

increase by the PUCO which recognized in rate base

rd

approximately $126,000,000 of the Company's investment in :x:cf:':ch President :«:5?;3:“
Perry Unit No. 1, a nuclear unit currently under constru Chief Financial Officer

A January 1984 PUCO order concerning the Company

electric fuel component rate will allow the opportunity

recovery of current and deferred Quarto coal cos )

discussed in Note 7. These are favorable develooments

which should have a positive effect u the Company’s

ability to generate cash internalily

The Sompanies currently have rate cases pending before the
PUCO and the PPUC which anted in full, are designed tc
increase annual revenues by approximately $127,200,000
and $19.900.000, respectively. Orders are anticipated from
the PPUC by the second quarter of and by rd

quarter of 1984 from the PUCO




Selected Financial Data

1983

Operating Revenues
Operating Income
ncome E:J‘p’l re i xiraordinar
Net Incor
Earnings ¢
Earnings per ',;)"d'*‘ of Common Sto«
1_&;’,1;\;“ number
Before Extraordinary ltems
Earnings on (
Dividends Declared per Share of
Total Assets at December 31
Preferred and Preference Stoc

Mandatory Redemptior

1,515,852
302,751
272,400
272,400
227,843

2.22
2.22

1.80
5,905,142

158,112
2,131,404
719,364

Common Stock Data

Price Range of Common Stock

First Quarter High-Low
Qarnnd Ouarter Hiah A
>eCconag Luarier nign-Low
Third Quarter High-Low

Fourth Quarter High-Low

Yearly High-Low

Prices are as quoted on the New York Stoc

Classification of Holders of Common Stock
as of December 31, 1983
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Consolidated Statements of Income

1983

Operating Revenues
Operating Expenses and Taxes

peia

Operating income
Other Income and Deductions:

M
Total Income
Net Interest and Other Charges

1abt
JeL

ie
J

nd nther charne
i t ATge

Income Before E xtraordinary Items
Extraordinary Items (Note 8)
3ain on reacquisition of first

'
e

mortaaoe
1 XE

1! exchange ot comr

Net Income
Preferred and Preference Stock Dividend Requirements

Earnings on Common Stock

515,852

420,336
50,026
234,526

704,888
121,544
115514

9,058
126,818
135,279

213,101

302,751

121,814
20,812
64,923

207,549
510,300

233,626
73,177

(81,901)
5,702
7,296

237,900
272,400

272,400
44 557

227,843

Weighted Average Number of Shares oi Common Stock Outstanding

102,414

Earnings Per Share of Common Stock (based on weighted average

number of share ststandir

$2.22

$2.22

Dividends Declared Per Share of Common Stock

$1.80




Consolidated Balance Sheets

Utility Plant:
In service. at orging
Less—Accur
Const

Nucie

Other Property and Investments
Current Assets

Cash

Temporary

HReceivables

Deferred Charges:
F;";(;*'". | '

Unamort

i

Uther

$3,632,165
1,043,679

2,588,486
2,351,089
211,327

5,150,902
63,614

2,781
112,993

132,968
19,416

69,047
45,657
41,184

424,046

67,254
52,575
94,747
52,004
266,580
$5,905,142

Cap&taliza@ion and Liabili*ties

1 o1a wapilaiiza

Subject to mandat
ce

Not biert t

E)'zf- ectior

Dy % -
Preferred sto

Long-Term

Obligations (Note 5):

or JClio

Nuclear fue

Current Liabilities:

Current matu € f lona-term d

Commitments, Guarantees and Conti~gencies (Notes 2, 3 and 7)

$1,711974

312,335
60,000

50,000
50,641

41,905
47,471
2,131,404

4,405,730

500,000
219,364

719,364

79,594
154,727
52,564

67,891
44,102

398,878

158,437
107,330
52,575
33,335
29,433

381,170

$5,905,142




Consolidated Statements of Capitalization

e At December 31 1983

Common Stockholders’ Egquity n thousana

k. $° par va

8,460,054 and 96.081,844 shares outstanding. respectively (Note 4 $ 976,140 § 864
ther paid-in capita 494,520 a
Fotaining semings: (NOW &t 241314

1.711.974

|8

Preferred Stock (Note 4¢)
» ) Y $ g 4 97.335
¢ ' " 1 84,968 80.000
] $10¢ 6 A )0 £ 85,000
A Djé anda agdempt € € $ 67 262.335
| ————— ——
¢ Mandatory Rede Note 4
5 ¢ : , $107 8¢ § 675 61,500 .

Redemption within one year (1,500) X
Total subject to mandatory redemptior 60,000

3 en d X X $ $ S0 50.000
Preference Stock ( 4c)
"1 hive par value o
N - oy M 1 Y egemg
3 orie X0 (X $ 6284 50,000
: o g - $ 29,70« 27 000
. s ¢ $ 6.001 24541
. Redern with ea L (900)
K gt andatory redemg 49 54¢ 8918 $ 55.7 50,641
Preferred Stock of Consolidated Subsidiary (Note 4¢)
' 3 :.‘._‘ value .». zed 9 v
. 419 ),049 $ . $ 44 41,905 1
Manda Jemg N
) 4 $ 5¢ 47971 ¥*
Redemy e vea (500)

Ay e e e 47,471 ‘
Long Term Debt (Note 4)

Jage

8.60% weighiad average interest rate. due 1964-1988 153,693 69
14 59 weighted average interest rate, due 1989-199 240,864 04
1O.08% Wwolohiec Sverass iMsrest rate. dud 10D 1908 95.215

Sl R ket rabt: dus: 1000208 242,156 42,156
4 — ' rates o " 1 424 310 424
156.238
259,000

415238

281439
(985)

280.454
150,000

67,661
(2,572)

65,089
495 543

402 000
(93,555)

308445
mort (11,128)
e e g (76.694)

e 2.131.404
34,405,730




Consolidated Statements of Retained Earnings

1983

$200,439
272,400

472,839

45,468
185,309
748

231,525
$241,314




Consolidated Statements of Sources of Funds for Property Additions

For the Years Ended December 3

Internally generated funds —
Income before extraordinary items
Principal non-cash items
Degreciation and amortization —
Charged to provision for depreciatior
Charged to other accounts
Amortization of terminated construction project costs
Deferred income taxes, net
Investment tax credits, net
Allowance for equity funds used during constructio (121,814)
Deferred fuel and energy costs, net 23,009

435,215
Less — Dividends on common stock 185,309
Dividends on preferred and nreference stock 45,468
Net funds from operations 204 438
Income from extraordinary items -
Non-cash items

Gain on reacquisition of first mortgage bonds

204,438

Gain on exchange of common stock for first mortgage t

ancing activities
Common stock 175,653
Preferred stock 68,140
Preference stock -

First mortgage bonds 55.000
Secured notes, net 71,770
Jnsecured long-term notes, net 125,471
Construction energy trust and nuclear fuel obligatior 62,709
Redemption of long-term debt and nreferred stock (75,307)
Notes payable to banks —

Sale of tax benef

Fin

483,436

Net change in current assets and current liabilities exc

Jaing

notes payable to banks and current maturities of long-term

debt, preferred and preference stock
Temporary cash investments (51,493)
Receivables (11,475)
Materials and supplies 22,446
Accounts payable 20,951
Accrued taxes 1,449
Accrued interest 10,155
Miscellaneous. net 12,525

4558

) accruec 6,454

Aliowance for equity funds used ¢ g construction 121,814
Sale of utility property -

Deferred income taxes on allowance for borrowed fund

i1sed during construction (76,982)

Miscellaneous, net 2,080

53,366

Total Sources of Funds for Property Additions $745,798

Property Additions

Electric plant $689.646
Nuclear fuel 55,032
Nonutility property 1,120

$745,798




Consolidated Statements of Taxes

e Years Endea D

1983

State

General Taxes:

eceip

Tota jeneral laxe

$ 65495
47,095
16,097

4127

$126 R18

Provision for Iincome Taxes:

' It r
y payalit

2 [axe

10,119
2,507
228

12,854

75,947
4,867

80,814
53,670
$147 338

Income Statement Classification of Provision for Income Taxes:

pera ] De

$135,279
(64,923)
76,982

$147,338

plant

1800
hioi

raed te
yel 1O U

$ 76,982
23,081
(10,202)
4,153
(3,258)
(3,165)
(6,777)

$ 80814

Reconciliation of Federal Income Tax Expense at
Statutory Rate to Total Provision for Income Taxes:

ome befori vision for income taxe

$419,738

$193,079

(56,034)
9115

1,178
$147,338




Notes to Consolidated Financial Statements
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Notes to Consolidated Financial Statements—(Continued)

dividends on preferred and preference stock are made at

a price equal to 100% of the average market price. At
December 31, 1983, the Company had 5,893,219 shares
reserved for issuance under this plan and 1,622,546 shares
of common stock reserved for possible conversion of the
$1.80 Preference Stock.

(b) Retained Earnings—

Under the Company's indenture, the Company’s
consolidated retained earnings unrestricted for payment of
cash dividends on the Company’s common stock were
$169,267.000 at December 31, 1983. Under Penn Power's
Charter, $33,773,000 of retained earnings at December 31,
1983, were unrestricted for payment of cash dividends to
the Company.

(c) Preferred and Preference Stock—

At the Companies’ option, all preferred and preference
stock may be redeemed in whole, or in part, at any time
upon not less than 30 nor more than 60 days notice, unless
otherwise noted. Redemption of all preferred and preference
stock issued within the past five years is subject to certain
restrictions regarding refunding operations. The optional
redemption prices shown on the Consolidated Statements
of Capitalization will decline to eventual minimums per
share according to the Charter provisions that establish
each series.

(d) Preferred Stock Subject to Mandatory Redemption—
The Company's 10.48% Series and 10.76% Series each
include provisions for a mandatory sinking fund to retire a
minimum of 20,000 shares every year on December 1, and
January 1, respectively, at $100 per share plus accrued
dividends. Penn Power's 8.24% Series and 11% Series
each include provisions for a mandatory sinking fund to
retire a minimum of 5,000 shares and 4,000 shares,
respectively, every year on December 1, and January 1,
respectively, at $100 per share plus accrued dividends.
Penn Power's 15% Series and 11.50% Series each include
provisions for a mandatory sinking fund te retire a minimum
of 3,200 shares and 15,000 shares, respectively, on July 15,
of each year beginning in 1988 and 1989, respectively, at

$100 per share plus accrued dividends. Penn Power's
10.50% Series includes a provision for mandatory redemp-
tion of the entire series on April 1, 2040, at $100 per share
plus accrued dividends.

The sinking fund requirements for the next five years are:

1984 $2,000,000
1985 4,871,000
1986 4,900,000
1987 4,900,000
1988

5,220,000

(e) Preference Stock Subiect to Mandatory Redemption—
The $102.50 Series and $95.00 Series each include pro-
visions for @ mandatory sinking fund to retire a minimum of
900 and 1,800 shares, respectively, on July 1, in each year
beginning in 1984 and 1985, respectively, at $1,000 per
share plus accrued dividends. The $1.80 Series includes a
provision for a mandatory sinking fund to retire a minimum
of 100,000 shares on October 1, in each year beginning in
1985, at $15.125 per share plus accrued dividends.

The annua! sinking fund requirements are $900,000 for
1984, and $4,213,000 for 1985 through 1988.

The $1.80 Series is convertible at any time into common
stock at a price of $15.125 per share. Hciders receive one
share of common stock for each share of $1.80 Preference
Stock converted, subject to adjustment under certain
conditions.

(f) Long-Term Debt—

The mortgages and their supplements, which secure ail of
the Companies’ first mortgage bonds, serve as direct first
mortgage liens on substantially all property and franchises,
other than specifically excepted property, owned by the
respective Companies.

Based on the amount of bonds authenticated by the
Trustees through December 31, 1983, the Companies’
annual sinking and improvement fund requirements amount
to $23,182,000. The Company expects to deposii funds in
1984 which will be withdrawn upon the surrender for can-
cellation of a like principal amount of bonds, which are
specifically authenticated for such purposes against
unfunded property additions or against previously retired



bonds. This method can result in minor increases in the
amount of the annual sinking fund requirements. Penn
Power expects to satisfy its requirements in 1984 by
certifying unfunded property additions of 166-2/3% of the
required amount.

As of December 31, 1983, the Companies’ sinking and
improvement fund requirements and maturing long-term

debt for the next five years are:
1984 $ 99,876,000
1985 76,325,000
1956 59,260 000
1987 184,260,000
1988 194,862,000

The weighted average interest rates shown on the
Consolidated Statements of Capitalization relate to long-
term debt outstanding at December 31, 1983.

Total secured and unsecured notes outstanding at
December 31, 1983, ana vecember 31, 1982, exclude
$97,112,000 and $74.353,000, respectively, of pollution
control notes, the proceeds of which were then in escrow
pending their disbursement for construction of certain
pollution control facilities. Penn Power's obligation to
repay certain pollution control revenue bonds is secured
by a series of Penn Power first mortgage bonds. The
pollution control revenue bonds to which the unsecured
notes relate are entitied to the benefit of irrevocable bank
letters of credit of $214,156,000. To the extent that
drawings are made under those letters of credit to pay
principal of, or interest on, the pollution control revenue
bonds, the Company is entitled to a credit on the notes.
The Company pays an annual fee of 1/2%-7/8% of the
amounts of the letters of credit to the issuing banks

and is obligated to reimburse the banks for any

drawings thereunder.

5  LongTerm Obligations:
Ohio Edison Energy Trust (OEET)—

OEET, which finances part of the Company's investment in
Beaver Valley Unit No. 2, has two lines of revolving credit
available to it for $400,000,000 and $100,000,000. The
latter credit alco serves as a standby facility in connection
with OEET commercial paper sales; total borrowings under
that credit and ccmmercial paper outstanding may not
exceed $100,000,000 at any time.

The Compeany has transferred its interest in Beaver Valley
Unit No. 2 (exclus.ve oi common facilities and transmission
facilities) to OEET, where the assets are used to secure
OEET borrowings. All OEET otligations will be assumed by
the Company when they become due, but not iater than
December 31, 1986. At the Company's option, all obligations
outstanding under the $400,000,000 revolving credit
arrangement may be converted into a four-year term loan
to the Company.

The Company accrues interest applicable to OEET which
1S subsequently capitalized, net of income tax effect. In-
terest on borrowings under the $400,000.000 line of credit
includes a commitment fee of 1/2% on the unused portion
of this line. No direct borrowings have been or are expected
to be made against the $100,000,000 line of credit, but
OEET has issued and has outstanding commercial paper
supported by this facility To the extent that borrowings are
less than the $100,000,000 available under this line of
credit, the Company must pay a commitment fee of 1/2%
Under the standby support, an irrevocable bank letter of
credit has been issued upon which OEET pays a fee of
1/8% of the amount of commercial paper notes outstand-
ing. The effective average annual interest rates on OEET
borrowings were 10.7%, 14.8% and 18.7% during 1983,
1982 and 1981, respectively.

Nuclear Fuel Financing—

In December 1981, Ohio Edison Fuel Corporation and
Pennsylvania Power Fuel Corporation (corporations in
which the Companies have no ownership interest) were
created to provide funds for the procurement of nuclear
fuel. The fuel corporations will lease the fuel to the
Companies under separate fuel leases which require lease
payments sufficient to permit the fuel corporations to repay
the nbligations. Under ordinary circumstances, the lease
payments will be made at such time and in such amounts
as will coincide with the burnup of the nuclear fuel
Financing on behalf of the Companies of up to
$303,000,000 is currently available through the fuei
corporations, either through revolving credit arrangements
or the issuance of commercial paper, which is supported
by bank letters of credit, © a combination of both




12 Notes to Consoiidated Financial Statements—(Continued)

In November 1982, the Companies also began participating
in arrangements wherein the Central Area Energy Trust
(CAET) finances the acquisition of nuclear material that
will ultimately be used to fuel various CAPCO generating
units. As part of these arrangements, the Companies

have entered into purchase agreements whereby the
Companies are unconditionally obligated to purchase

their share of 1he nuclear material that has been financed
through CAET in not less than two nor more (han three
,ears from the date of the agreement, unless the nuciear
material reaches the point of fabrication, at which time the
purchase commitment wili then be due. Financing of up

to $157,000,000 is available to CAET on behaif of the
Companies, subject to certain limitations.

The Companies accrue interest applicabie to the nuclear
fuel obligations which is subsequently capitalized, net of
income tax effect. No direct borrowings have been or are
expected to be made against the lines of credit available to
the fuel corporations; the fuel corporations have issued
and have outstanding commercial paper supported by the
lines of credit. To the exient that horrowings are less than
the $303,000,000 available under these credit lines, the
fuel corporations must pay commitment fees of 1/8% to
1/2% on the available portions of the lines of ciedit. They
also pay fees of 5/8% to 7/8% for thz letters of credit on
the aggregate amount of outstanding commercial paper.
Interest rates on CAET purchase commitments vary from
1-1/8% to 1-1/2% over the interest rate applicable to
certain dealer placed commercial paper. The effective
average annual interest rates applicable to nuclear fuel
obligations were 10.6%, 12.6% and 13.9% during 1983,
1982 and 1981, respectivealy.

6  Notes Payable to Banks and Lines of Credit:

The Companies have lines of credit with domestic banks
that provide for borrowings of up to $235,000,000 at rates
that vai y from prime up to 105% of the prevailing prime
interest rates. Short-term borrow.ngs may be made under
these lines of credit on the Comnpanies’ unsecured notes.
All of the current lines expire December 31, 1984, however,
all unused lines may be cancelled by the banks.

The Companies maintain cash balances on deposit with
banks to provide operating tunds, to assure availability of
$124,000,000 of the lines of credit and for other banking
arrangements. Such compensating balances, net of

“float,” are expected to be maintained at an average of
approximately $5,800,000 and are not subject tc any
contractual restriction against withdrawal. The Companies
are required to pay commitment fees that vary from a fiat
rate of 3/8% to a variable rate of 5% of the applicable
prime interest rate to assure the availabi.ity of $80,000,000
of the lines of credit.

7 Commitments, Guarantees and Contingencies:

Construction Program—

The Companies’ current budget forecasts reflect expendi-
tures of approximately $2,700,000,000 for property additions
and improvements from 1984-1988, of which approximately
$766,000,000 is applicable to 1984. In addition, the
Companies expect to invest approximately $352,000,000
for nuclear fuel during the 1984-1988 period, of which
approximately $88,000,000 is applicable to 1984. The major
portion of the Companies’ construction activities during this
five-year period relates to the CAPCO comipanies’ program
for the joint development of power generation and
transmission facilities.

Quarto Project—

The Companies, together with the other CAPCO companies,
have entered into a long-term coal supply contract with
Quarto. The CAPCO companies have also agreed to
severally, and not jointly, guarantee their proportionate
shares of Quarto's debt and lease obligations incurred
while developing and equipping the mines. As of December
31, 1983, the Companies’ share of the guarantee was
$225,598,000.

Under the terms of the coal supply contract, which expires
December 31, 1999, the Companies must reimburse Quarto
for their shares of the costs of operating the Quarto mines,
including those costs associated with mine construction,
whether or not they receive coal from Quarto. These pay-
ments will permit Quarto, over the life of the contract, to
meet the debt and lease obligations it incurred while
developing and equipping the mines. The Companies’ total
payments under this contract, including amounts related
to mine construction costs, amounted to $92,644,000,
$80,709,000 and $94,379,200 during 1983, 1982 and 1981,
respectively. Under the coal supply contract, the Com-
panies’ future minimum payments related solely to mine
construction costs are:

1984 $ 26,082,000
1985 25,463,000
1986 24 846,000
1987 24,228,000
1988 23,610,000
Years thereafter 232,688,000




Based on studies concerning the economics of the Quarto
project and the various alternatives available to provide the
long-term fuel requirements of the Bruce Mansfield Plant,
changes were made in 1981 in the mode of operation of
the Quarto mines which have the effect of reducing the
annual tonnage production of these mines. Additional coal
requirements for the Bruce Manstfield Plant are curreitly
being procured in the open market and the Companies are
presently continuing to evaluate the alternatives for making
additiona! arrangements to fuifill, together with the use of
coal from the Quarto project, the long-term fuel
requirements of the Bruce Mansfield Plant. These changes
are part of a fuel procurement strategy designed to reduce
the weighted average price of coal used at the Biuce
Mansfield Plant. The Companies will continue to monitor
the Quarto project and conduct such additional studies

of the economics of the project as are deemed warranted
by the circumstances.

Under the terms of the coal supply contract, the price of
Quarto coal is based on, among other things, the actual
production costs plus amortization of certain production
expenses which were not included in the price of that coal
piior to May 31, 1980, when the development period ended.

Following the end of the develop: .t - riod, the Company
was ordered by the PUCO, and Pen 7. er was ordered by
the PPUC, to defer recovery of the cost of Quarto coal in
excess of generally prevailing market prices, pending
further proceedings. As a result of those orders, the
Companies began deferring a portion of the cost of Quarto
coal, rather than including such costs in their respective
EFC and ECR

Thereafter, the PUCO allowed the Company to implement
a recovery form-ila with respect to Quarto coal costs that
resuited in the recovery of current Quarto coal costs plus
a portion of its previously deferred costs. However, that
recovery mechanism was suspended by the PUCO on
August 1, 1983, pending further review. On January 31
1984, following the Company's semiannual fuel hearing,
the PUCQ approved a method. effective January 1, 1984,
which provides an opportunity for recovery of the current
cost of Quarto coai ..lus costs which were deferred in prior
years. The PUCO order allows the Company to recover in
its EFC the current cost of Quarto coal up to 125% of the
prevailing comparable delivered market price. Previously
deferred costs may also be recovered to the extent that the
actual cost of all coal burned at the Bruce Mansfield Plant,
including the recoverab.e cost of Quarto coal, is less than

110% of such prevailing market price. The PUCO order
states that the Company must recover previously deferred
costs(amounting toapproximately $57,375,000 at December
31, 1983) under this method at the rate of at least one-sixth
per year. Any previcusly ueferred costs not so recovered
during each year would not be recoverable under ordinary
circumstances. In addition, any current costs of Quarto
coal not recoverable under the 125% limitation can rio
longer be deferred under ordinary circumstances. Although
unabie to predict the ultimate level of recovery. based upon
current and projected operation of the Quarto mines, and
market prices. the Coninany believes that this method
provides a sufficient basis to recover the deferred costs

an 1 future costs of Quarto coal under the jurisdiction of
the PUCO.

On February 10, 1984, an Administrative Law Judge for the
PPUC issued his Initial Decision in the proceedings relating
to the recovery of the cost of Quarto coal. The Initial
Decision would a'iow Penn Power to recover in its ECR the
current cost of Quarto coal and the costs which were
deferred in prior years (amounting to approximately
$9,87¢,000 at December 31, 1983) to the extent that the
actual cost of all coal burned at the Bruce Mansfield Plant
is less than the generally prevailing delivered market price
for comparable coal. Penn Power ray continue to defer
costs which are in excess of the amount allowed to be
recovered on a current basis. The Initial Decision will
become final, unless it is appealed to the PPUC or the
PPUC elects to review the Decision. Although unable to
predict the final resolution of this matter, management
believes that its ultimate disposition will not have a material
adverse effect upon the Company’s consolidated results of
operations.

An issue has been raised in the Companies’ most recent
raie cases before the FERC concerning the amount of the
cost of Quarto coal that may be included in the
Companies’ charges for electric service to their wnolesale
customers. In the casz involving the Compar.y, an
agreement between the Company and its wholesale
customers has been filed with the FERC which provides for
recovery of the cost of Quarto coal pursuant to the method
used by the PUCQ. The FERC has not yet acted upon the

agreement



Environmental Matters—
Various Federal, state and local authorities regulate the
Companies with regard to air and water quality and other
environmental matters. The Companies estimate that
compliance requires capital expenditures of approximately
$508,000,000 for projects remaining to be completed. Of
this amount, approximately $322,000,0C0 was spent prior
to 1984, and $186,000,000 is included in the construction
estimate given above under “Construction Program”™ for
1984 through 1988. If Penn Power is required to install off-
stream cooling in connection with the operation of the
New Castle Plant, costs (based on a 1980 study) estimated
between $13,800,000 and $31,500,000, depending on the
required tharmal limitations, would be incurred. In addition,
annual operating costs would increase substantially. Penn
Power expects that the impact of any such capital and
operating expenditures would eventually be reflected in its
rate schedules.

On Cecember 19, 1980, the Commonweaith of
Pennsylvania petitioned the Federal Environmental
Protection Agency (EPA) to make findings under Section
126 of the Clean Air Act. Section 126 provides a rem dy for
a downwind state that can show adverse impact because
air pollution in an upwind state causes nonattainment of air
quality standards in the downwind state. Pennsylvania's
petition complains of excessive particulate and sulfur
dioxide (SO,) emissions from a number of sources in Ohio
and other states, including potentially all of the Companies’
Ohio plants. The states of New York and Maine have filed
similar petitions which have subsequently been consoli-
dated with the Pennsylvania petition. In January 1984, a
number of states, together with various environmental
organizations, sent the EPA a notice of their intent to sue
the EPA for failing to render a timely decision on the
pending Section 126 petitions. The notice also asserts that
the EPA has a mandatory duty to order cutbacks in SO,
emissions in Ohin ard other states under Section 115 of
the Clean Air Act, which deals with international air
poilution. These proceedings could ultimately result in the
revision of the particulate and SO, emission limitations for
these plants, to make them more stringent. The Company
is unable to predict the outcome of these proceedings.

As a part of the reauthorization of the Clean Air Act,
legislation has been introduced in Congress to address the
so-called “acid rain problem various bills introduced thus
far would require reductions in SO, emissions from utility

Notes to Consolidated Financial Statements—(Continued)

power plants and other sources located in several states,
including Ohio and Pennsylvania. The Company is unable

to predict whether the proposed bills will be enacted and,

if 0, to what extent, if any, the SO, emission limits at the
Companies’ plants would be affected. Substantial changes
in the SO, emission limits could result in the need for
changes i1 coal supply, significant capital investments in
flue gas desulfurization equipment or the closing of some
coal-fired generating capacity to assure compliance. If

flue gas desulfurization equipment were to be installed

on all of their generating units to achieve compliance, a
circumstance that may be physically impossible because
of space limitations at certain of their plants, the Companies
estimate that the capital costs associated with such instal-
lation could exceed $1,000,000,000. The Comganies expect
that any such capital costs, as well as any increased
operating costs associated with such equipment, would
ultimately be recovered from their customers.

On October 11, 1983, the U.S. Court of Appeals for the
District of Columbia reversed several significant portions of
the EPA's regulations on the methods used by the EPA to
determine the amount of stack height credit for establishing
individual source emission limitations. The EPA is currently
considering changes to its stack height regulations to
conform them to the court’'s decision. Such changes could
result in more stringent emission limitations for existing
plants and increased capitai costs and operating ex-
penses. The utility industry is seeking review of the
decision before the U.S. Supreme Court. The Company is
unable to predict the ultimate outcome of this proceeding.

The Pennsylvania Department of Environmental Resources
has informed Penn Power that it intends to enter into a
Consent Agreement with Penn Power in an effort to
substantially reduce alleged opacity violations at the New
Castle Plant. Such Consent Agreement may ultimately
include capital expenditures and changes in operations at
the plant as well as an undeterminable penalty payment.
Management is unable to predict the terms of the Consent
Agreement but anticipates that any capital costs and
increased operating expenses would ultimately be
recovered from Penn Power's customers and that any
penalty payment would not be material to the Company's
consolidated results of operations.

Other Legal Actions and Complaints—

In 1977, the Boroughs of Ellwood City and Grove City,
Pennsylvania, filed a complaint against Penn Power,
alleging that Pennr. Power, individually and in conspiracy
with the Company and other CAPCO companies, has



violated Sections 1 and 2 of the Sherman Act and

Sections 4 and 16 of the Ciayton Act by restraining and
monopolizing trade and commerce in alleged markets for
electric power. Damages of $7,000,000 (to be trebled)

and injunction:; against the alleged unlawful acts were
originally sought. In February 1984, the Boroughs revised
their claimed damages up to $9.743,000. In 1979, the
Court granted summary judgment in favor of Penn Power
as to certain allegations of the complaint. In February
1983, Penn Power filed a Motion for Summary Judgment on
the claims not dismissed by the Court's 1979 Order. Also in
February 1983, the Boroughs asked the Court to allow
them to amend their complaint. In August 1983, the Court
granted Penn Power summary judgment on the Boroughs'
conspiracy claims, denied summary judgment on “price
squeeze'’ and Robinson-Patman Act claims, and denied the
Boroughs’ request to amend their complaint. Trial is
anticipated to begin in the second quarter of 1984,
Management is unable to predict the ultimate outcome of
this action.

The PPUC is investiaating an outage of Beaver Valley Unit
No. 1 which occurred during the period March-August
1979. The outage had been ordered by the Nuciear
Regulator Commission to analyze possible seismic
deficiencie of safety-related piping and pipe supports in
the Unit. Trie PPUC has ordered that the operating
company of the Unit make refunds to that company's
customers based upon that company's expenditures for
purchased replacement power during the outage. The
PPUC is currently investigating Penn Power's liability, if
any, for the outage and whether refunds are due to Penn
Power's customers for purchased replacement power
expenses incurred during the outage which were included
in its energy clause. If P2nn Power is required at some
future time to make such a refund, it is ot expected that
the amount would be material to the Company's consoli-
dated resulits of oparations.

8  Extraordinary Income:

During 1982, the Company exchanged 2,650,600 shares of
its common stock for $53,432,000 principal armount of its
outstanding first mortgage bonds which were subsequently
retired. The exchange resulted in a non-taxable gain of
$20,158,700, which is included as an extraordinary item

on the 1982 Consolidated Gtatement of Income. During
1981, the Company purchased and subsequently retired
$65,821,000 principal amount of its outstanding first mort-
gage bonds for cash. This resulted in a gair of $26,276,000,
which ig included as an extranrcinary item, net of related
income taxes of $12,234,000, or *he 1981 Consolidated
Statement of Income.

9 Summary of Quarterly Financial Data:
The following summarizes certain consolidated operating
results for the four quarters of 1983 and 1982.

March June  September December
31,1983 30,1983 30,1983 31, 1983

Three Months Ended

(In thousands, except per share amounts)

Operating Revenues $378,157 $364478 $386,400 $386,817

Operating Expenses

and Taxes 302,104 296,956 308,288 305,753
Operating Income 76,053 67,522 78,112 81,064
Other Income ar«d

Deductions 47,530 50,080 54 668 55,291
Net Interest and

Other Charges 59,472 57,578 60,017 60 233
Net Income $ 64111 $ 60004 $ 72,763 $ 75522

Earnings on Common Stock $ 54091 $ 48,708 §$ 61,117 § 63,927

Weighted Average Number
of Shares of Common

Stock Outstanding GE. 041 100,244 105,312 107,261
Earnings per Share

of Common Stock $.56 $.49 $58 $60

March June September December

Three Months Ended 31,1982 30,1982 20, 1982 31, 1982

{In thousands, except per share amounts)

Operating Revenues $361,190 $329.834 $374326 $365.274

Operating Expenses

and Taxes 286,837 258.311 315272 299,566
Operating Income 74,353 70,523 59.056 65,708
Other Income and

Deductions 35819 30,505 50.212 43711
Net interest and

Other Charges 56,335 59,820 59,224
Income Before

Extraordinary liern 53,837 42091 4G 448 50,195

Extraordinary ltem — 20,158 o= -

Net Income $ 52837 § 62249 § 49448 § 50,195

Earnings on Common Stock  $ 45644 $ 54095 $ 41326 § 40,431

Weighted Average Number
of Shares of Common

Stock Outstanding 79,131 81,122 88,021

Earnings per Share
of Common Stock
Before Extraordinary Item
(after preferred and
preference stock dividend
requirements) $58 $42 $47 $44
Extraordinary item o 25 e v

Earnings on Common Stock $.58 $67 $47 $44




Staternent of Financial Accounting Standards No. 33,
“Financial Reporting and Changing Prices™ (SFAS No. 33),
provides for ihe preparation of supplementary financial in-

Notes to Consolidated Financial Statements—(Continued)

formation to discicse the estimated effects of inflation and
changes in prices on property, plant and equipment. This
data is pres<nted in accordance with SFAS No. 33; however,
it is not intended as a substitute for earnings reported on a
historical cost basis

Adjusted for

Adjusted Change in
Resuits of Operations Adjusted for the Etfects of for General Specific Prices
Changing Prices for the Year Ended December 31, 1983 inflation (Current Cost)
(Thousands of average 1983 dollars)
Income from continuing operations $227 843 $227 843
Intlationary Effects on Common Equity s o
Capntal Investmarts Effects —
Increase in specific prices (current cost) of property hcid during the year (i) 443 524
Change in general price level on property held during the year — (336 848
Reduction to net recoverable cost (52,921) (123,622)
Additional provision for gepreciation (127,538) (163,513)
(180.459) (180,459)
Advantage from the decrease in purchasing power of net monetary liabiities 120,422 120,422
Net erosion of common stockholders’ equity (60,037) (60,037)
Income from continuing operations adjusted for changing prices (if) $167.806 $167 806

(i) At December 31, 1983, net property. plant and equipment, adjusted for changes in specific prices (current cost) was $9.524,525 000, while historical

cost (net recoverable cost) was $5,157,196.000

(i) Income from continuing operations, adjusted for general infiation and adjusted for change in specific prices (current cost) would be $100,305,000 and
$64 230,000, respectively if only the amount reportable as additional provision for depreciation was inciuded in the adjustment

Comgarison of Supplementary Financial Data
Fer the Years Ended December 31

Operating Revenues —
Historical
Adjusted to average 1983 doliars
Income (Loss) from Continuing Operations —
Historical
Agjusted for changing prices (average 1983 dollars)
Income (Loss) from Continuing Operations per Common Share —
Histoncal
Adjusted for changing prices (average 1983 dollars)
Return from Continuing Operations on Average Common Equity —
H'storical
Adjusted for changing prices
Effective income Tax Rate —
Historical
Adjusted tor changing prices
Excess of Increase in the Specific Level of Prices on Property, Plant
and Equipment Over General Price Changes
(average 1983 doliars)
Advantage Resulting irom the Decrease in Purchasing Powar
of Net Monetary Liabilities (average 1947 dollars)
Year End Common Stockholders’ Equity —
Historical
Adjusted for changing prices (average 1983 doliars)
Cash Dividends Declared per Common Share —
Historical
Adjusted to average 1983 dollars
Year Enc Markei Prize per Common Share —
Histoncal
Adjusted to average 1983 doiiars

Average Consumer Price Index

1983 1982 1981 1980 1979
$1.515852 $1420626 $1279649 $!'080869 § 994.585
$1.515.852 $1.475615 $1.401,789 $1.306,853 $1.36,,153

227 843 $ 161338 $§ 142850 $ 101403 $ 105.120
$ 167806 & 115172 §$ 58785 § (27.098) § (8294)

$2 22 $1.89 $2.10 $1.52 $1.80
$164 $1.35 $ 83 $ (.40) $(14)
14.2% 1238 135 37 112%
105% 8.3% 48% (2.1)% (C.6)%
35.1% 321 33.5% 28.3% 21.9%
416 ‘jg' ,QQ{) 82!-',’\ 6‘ 5%,
$ 106676 $ 344737 $ (40337) § (202,722) § (115228)
$ 120422 $ 110243 $ 5.821 $ 306178 $ 339387

$1.711.974 $1.488 3 $1.229.0¢ $1.067,524 $ 970,110
$1.682.449 $1519,188 $1.303,752 $1.226 489 $1.261 648
$180 $1.7¢ $1.76 $1.76 $1.76
$179 $182 $192 $2.11 $2 41
$1225 $14.00 $11625 $11875 $13375
$1204 $14 29 $12 32 $13.72 $17 36
298 4 2891 2724 246 B 2174




The increase in specific prices oi property held during the
year attempts to measure increasing asset values which
approximate do'lars that would have (o be spent today to
acquire property, plant and equipment identical to assets
current'y owned. The Companies use the Handy-Whitman
Index of Public Utility Construction Costs and the Bureau of
Labor and Statistics engineering indices to calculate the cur-
rent cost of those assets. The indices are applied to actual
doliars spent on large const-uction projects according to the
year of expenditure. For all other plant facilities, the current
cost is determined based upon the year the facilities were
placed in service.

Changes in the valuation of assets adjusted for general infla-
tion are computed by using the average Consumer Price
Index for All Urban Consumers for the calendar year, accora-
ing to the guidelines set forth in SFAS No. 33.

As shown on the results of operations adjusted for the effects
of changing prices, the erosion of common stockholders’
equity is identical either adjusted for general inflation cr ad-
iusted for specific price changes. This results from the effect
of regulation in setting the Companies’ electric rates. Since
those rates are based upon hisiorical costs of utility plant,
the inflation-adjusted results of operations must recognize
this limitation; this is accomplished by the reduction to net
recoverable cosi shown on the summary.

Additional depreciation expense adjusted for general inflation
and for the change in specific prices was determined using
the same rates and methods used for computing the histor-
ical cost provision for depreciation. No inflatior: adjustment
has been reflected for income taxes, in conformity with the
reporting requirements of SFAS No. 33.

During periods of inflation, the Comipanies’ net monetary
liabilities (principally long-term debt and preferred stock) will
be repaid with dollars having less purchasing power than
dollars had when the originai liability was incurred. This
economic benefit is portrayed ¢:. the summary as the advan-
tage from the decrease in purchasing power of net monetary
liabilities, which serves as an offset to the inflationary effects
of replacing the Companies’ property, plant and equipment.

Auditors’ Report

To the Stockhclders and Board of Directors of Ohio Edison
Company:

We have examined the consolidated balance sheets and
consolidated statements of capitalization of Ohio Edison
Company (an Ohio corporation) and its subsidiary
companies as of December 31 1983, and 1982, and the
consolidated statements of income, retained earnings,
capital stock and other paid-in capita!, sources of funds

for property additions and taxes for each of the three years
in the period ended Decernber 31, 1983. Our examinations
were made in accordance with generally accepted auditing
standards and, accordingly, inciuded 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 Ohio Edison
Company and its subsidiary companies as of December
31, 1983, and 1982, and the results of its operations and
the sourcas of funds for property additions for each of the
three years in the period ended December 31, 1983, in
conformity with generally accepted accounting principles
applied on a consistent basis.

el (Dnsluas ¥ G

ARTHUR ANDERSEN & CO.

New York, NY.
February 14, 1984



1983

1982

1981 1980

1973

General Financial Information

$3 444 196 $3.125.263

(Dollars in thousands, except per share amounts)

$1.279.649 $1,080.869

252,381 s 169383

163892 $ 101403

128% 94%

2.11 x 2.05 x

$3,867.757 $3.435,267

$ 568044 $ 515,020

$1,229,044 $1,067 524

304,240 206,965
151.141 156.450
75

9.77 1,594 384

385,806

o

$ 89664

$ 58697

15.2%

3.02 ¥
$1.357.017

$ 227,700

§ 438182

160.905

711678

$2.838.647 $2.599.786 $1.310.765

Total Operating Revenues $1515852 31429626
Operating Income $ 302751 3% 269640
Earnings on Common Stock $ 227843 181,496
Ratio of Earnings on Common Stock
to Operating Revenues 150% 127
Times interest Ea ned Betore Income Tax 231x 202x
Net Utility Plant at December 31 $5,150902 $4522733
Property Additions $ 745798 774233
Capitalization at December 31
Common Stockhoiders Equity $1,711974  $1488.371
Freferred and Prefurence Stock Not
Subject to Mandatory Redemption 404 240 354,240
Preterred and Preference Stock
Subject to Mandatery Redemption 158,112 152,560
LongTerm Debt 2,131,404 2,005.436
Total Capitalization $4,405730 3400060/
Capitalization Ratios a1 December 31
Common Stockholders’ Equity 389% 37.2
Preferred and Preterence Stock Not
Subject 1o Mandatory Redemption 91 89
Preferred ai d Preference Stock
Subject to Mandatory Redemption 36 38
LongTerm Debt 484 50.1
Total Capitalization 100.0% 100.0
LongTerm Obligations at December 31 $ 719364 656,655 $
Cost of Preferred & Preference Stock
Qutstanding at December 31 9.63% 917
Cost of LongTerm Debt Outstanding
at December 31 10.82% 1069
Common Stock Data
Earnings per Average Common Share $2.22 $2.13
Retun, on Average Common Equity 14.2% 1354
Dwidends Paid Pc  Share $1.80 $1.76
Common Stock Dividend Payout Ratio 81% 83
Common Stock Dividend Yield
at December 31 147% 126
Price/Earnings Rato at December 31 55 66
Shares of Common Stock
Qutstanding at December 31 (000) 108,460 96,082
Book Value per Commaon Share
at December 3 $15.78 $1549
Market Price per Common S$* ure
at December 31 $12.25 $14 00
Aatio of Market Price to Book Value
per Share at December 31 78% 90"

35.7% 34 2%
88 98
44 5.0
51.1 510

1000%  1000%

447 484 $ 265000

837 £.38
9.99% 9.16
$2 30 $1.52
14 6% 97
$1.76 $1 7€
'7 116

1 14 B¢

51 7.8
78,676 68526
$1562 $1558
$11625 $11.875

74° 76%

28,695

%15" ;i]

$2025




Consolidated Operating Statistics

1983 1982 1981 1980 1979 1978 1973
Revenue From Clectric Sales (thousands)
Resdential $ 540167 $ 497 941 $ 442267 $ 39683 $360,27 $314 867 $141.473
Commercial 385,277 356,325 308,599 268 788 40,458 05,901 ¥3 428
Industrial 421,736 383,535 381,162 330.717 315,185 . g 115,320
Other 69,278 67 828 53,993 50,420 42 807 46,471 17 064
Subtotal 1,416,458 1,305,629 1,186,021 1,048,757 958,523 826,006 173, 28¢
Sales to Utilities 76,220 101,688 73 966 12,381 10,185 3,346 3,300
Total $1.492678 $1.407.317 $1.259,987 $1.061,138 $968. 708 $835 3f $37€ 585
Revenue From Electric Sales —
Resigential 36.2% 35 4 35.1 i7 6 7.7 376
Commercial 258 253 24 & 253 248 24 6 6 4
Industnal 283 30 312 325 310 306
Other 46 4 4 47 44 56 4°
Subtota! 949 928 94 1 98 .8 98 G 98 9 991
Sales to Utihties 51 7 5 G 12 . 44 a9
Total 100.0% 100 10( 100.( 00.0 0.0 100
Kilowatt-Hour Sales (miliions)
Residential 6,735 6.733 6.747 6,801 6,650 6.501 390
Commercial 5.096 4 G 4 91 4R 469 447 4 036
industnal ¥.386 7 708 3.35 8,909 3.830 3,600 9 862
Other 1.211 1,227 1,18 1.37( 1.34F 1.309 1,073
Subtota 21,428 664 197 1,89 22519 21,880 0,36
Sales to Utilities 2917 3,261 46° 502 a4: 429 311
Total 24 345 4 02¢ 24 66 22,394 22.96( 309
Customers Served at December 31
Resideritial 878,949 873877 8723 861 196 £48 268 86.744
Commercial 90,072 89,706 53,2 B7.42¢ 86 411( 81,777
Industrial 1,003 1,048 1,069 1.059 161 1,160 1,128
Other 736 724 71 704 693 FAG 579
10'3‘ 970.7” /*_'l:. .t‘./ ‘*} 1 173 =7 715 A- A Vo R7I( :x;).-
Average Annual Residential KWH Usage 7,695 7.723 76 .87 78 24 6,935
Average Resideniial Price Per KWH 8.02¢ 40¢ 6.56¢ B6¢ 42¢ 4 84¢ 62¢
Cost of Coal Per Million BTU $162 $1 $1.81 3 $1.2¢ $1.1¢ $4
Generating Capability at
December 31 (megawatls)
Coal 4858 4 858 4907 4 899 4 B 4,5 1.9%9
Ot 164 154 54 164 8 4273 7
Nuclear 425 42t 42° 42t 42 42(
Totai 5447 5,637 5 686 5 685 5 709 704 4 266
Sources of Electric Generation
Coal 898% Q3R ) G a8 7 139 W) 4 99 ¢
O« —_ 1 . ¥ 15 Lo}
Nuclear 10.2 6.1 19 A 6
Totai 100.0% 100.0 100.0 100 1 10X 00
Peak Load — Megawatts 4148 4,07: 4148 4 4,108 4038 381
Number of Employees at December 31 7.702 7 BRS ’ 656G 7 50 7 157 6.76 6




«  Stockholder Information

Stockhelder Profile

At the end of 1983, 204,000 stock-
holders owned 108.5 million shares
of Ohio Edison common stock.
Approximately 31 percent of those
stockholders are women, 25 per-
cent are men and 33 percent are
joint holders. The remaining 11
percent are trusts, corporations,
institutions, brokers and other
investment groups.

Nearly 75 percent of common
stockholders own 300 shares or
less. They live ir all 50 states and
many foreign countries.

Common Stock Dividends and Taxability
In the first quarter of 1983. the
Company's Board of Directors
increased the quarterly dividend on
common stock. Dividends of 45
cents per share were declared by
the Board for each quarter of 1983.

For the year, 46 percent of commcn
stock dividends were designated
as a retu.n of capital. and therefore
nontaxable for federal income tax
purposes, unless the stock was
sold Preferred and preference
stock dividends paid during 1983
were 100 percent taxable. These
figures are subject to final deter-
mination by the Internal Revenue
Service (IRS) and stockholders will
be notifiedof any significantchange.
Dividend Withholding

During the summer, Congress
repealed a law that would have
required the Companies to with-
hold 10 percent of most divi 'end
payments for tax purposes. But we
are required to comply with backup
withholding measures.

According to federal income tax
law, each common, preferred and
preference stockholder must
provide the Company with a tax-
payer identification number, which
is either a social security number
or employer identificai.on number.
Beginning December 30, 1982,
forms were mailed enabling stock-
holders to certify their tarpayer

identification number, or supply a
number if missing. For new
accounts opened after January 1,
1984, stockholders must provide
their taxpayer identification
number, pius certification that the
number is correct and the IRS has
not identified them as taxpavers
whose dividends should be subject
to withholding.

Stockhe!ders who fail to provide
the necessary information will be
subject to certain IRS penalties
and a 20 percent withholding tax
on dividends. For additional infor-
mation on these new requirements,
contact the IRS or your tax advisor.
Dividend Reinvestment

In 1983, 14,000 stockholders
enrolied in the Company's Dividend
Reinvestment and Stock Purchase
Pian, raising the total number of
participants to 66,753, or 30
percent of all stockholders. By rein-
vesting $57 million in dividends and
making optional cash payments of
$40 million, they acquired more
than 7 million shares of common
stock during the year

The Economic Recovery Tax Act of
1981 provides that through 1985,
most participants in qualified divi-
dend reinvestment plans such as
Ohio Edison’'s may exclude from
their yearly income up to $750 per
year ($1,500 on a joint return) of
taxable dividends reinvested. We
anticipate that a portion of common
stock dividends paid during the
next few years will be designated
as a return of capital. Participants
should consult their own tax
advisors to determine the proper
treatment of common stock divi-
dends on their federal tax return.

Additional information about the
Plan, and a Prospectus, can be
obtained oy contacting Ohio
Edison's Stockholder Services

Annual Meeting of Stockholders
Stockholders are cordially invited
to attend the 1984 Annual Meeting
on Thursday, April 26, at 10a.m.,
local time, in the Company's
General Office auditorium in
Akron, Oh.c. Those unable to or
choosing not to attend can vote on
the items of business presented at
the meeting by filling out and
returning the proxy card that is
mailed to each stockholder approx-
imately 30 days prior to the
meeting.

Additional Information

Information and assistance on
individual holdings, dividend pay-
ments, dividend reinvestment ot
the transfer or registration of stock
can be obtained by writing to Ohio
Edison Company, Stockholder
Services, 76 So:th Main Street,
Akron, Ohio 44308, or by calling
(216) 384-5509

Ohio Edison Company common
stock is listed on the New York and
Midwest stock exchanges and
traded on other registered ex-
changes under the “OEC" ticker
symbol. Newspapers generally
use the symbol “OhioEd" in

stock listings

A copy of our 1983 Annual Report
to the Securities and Exchange
Commission, Form 10-K, wili be
provided without charge to stock-
holders upon request. To receive a
copy, please write to Gregory F
LaFlame, Secretary, Ohio Edison
Company, 76 South Main Street,
Akron, Ohio 44308

For information and assistance on
the transfer or registration of all
classes of Company stock, contact:

Transfer Agent:

Transfer Agent

Ohio Edison Company
76 South Main Street
Akron, Ohio 44308
Registrar:

BancOhio National Bank
One Cascade Plaza
Akron, Ohio 44308
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