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=8 ‘e FINANCIAL HIGHLIGHTS
Fot the Years Endod Diecomber 31 1990 xRy C hans
F R S SIS, A S ST T e Bl s IS T "R (2 S AV LR
I s oy e gl bt Al
Kilowatt-Hour Sales 11,1095 1. KTRD 1 K%
Operating Revenues $2,228% $2.155.0 PO JE L Y
Operating Expenses and Taxes 1,715.2 L6l 3 v 65%
Operating Income 510.1% 5417 AL
Capitalized Financing Costs aN 9 150.4 14 2%
Interest and Oher € harges 129.% 15].5% - B 3%
Net Ingome 1817 il.0 22 (%
i arnings on Comman Stock 2540 1129 23, 7%
Farrangs per Commaon Share $1.67 218 11.4%
Dividends per Commaon Share $1.71 5196 11.7%
Dividends on Capital Stock $291 .0 $327.0 10 K%
Capital Expenditures
Cunstraction of Facilities $215.6 $2111
Nuclear Fuel 46,6 9.0
Capital Leases L] 549
lotal $271.0 2580 v 5.0
Internally Generated Cash $ 16558 § K26 + 100, 4%
External Financing:
New Financing $11239 29079
Redemptions and Repayments 1,087 M7 9
Net External Financing $ 6 $ (90.0)
Keturn on Average Common Eguity 9.9% 1 3.0%
- . T R 2rn
Earnings Dividends Return on Average
per Share per Share Common Equity
wlinry 1y o '
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that taken by mnany athers with
nuclear Gunstiaction programs
IJWN By Wy 'lﬂ\" hl"l"‘ "N"ulng
the possibility of haviog the { om
mission’s decivion overturned After
the Commission denied aur Feguest
for rehearing, we filed an appeal
with the Ohic Supreme Court. We
expect a ruling by carly 1992
Regardless of the appeal’s
outcame, the Company's tinancial
perturmance in the vears ahead will
| benefit from our intensified efiores
to reduce Constrbction, uperating
and interest costs, These include
cutting at least $100 million over
the next four vears from out system
improsem ats budget and hiniting
wuther de partmental budgets,
adhieving further reductions in the
cost of capital and in the size of our
work force: and suspending th
Incentive compensation program
lor senior management.
Continued Growth
In Retail Sales
Our area's economic peorm
ance, coupled with our aggressive
marketing led o continued growth
i retail sales in 1990, Total rerail,
Andustrial and commercial kilowat
haur sales set new marks, as our
service area oatperformed the
E national econamy,
For the vear, retadl sales were
Cup by nearly 127 milhion kidowatt-
hours compared with |989 resulis
 Commercial and industrial
E sales increased 2.2 and O.8 percem,
respectively. Residential sales
Cwere off 1 2 percent, as mikd
weather reduced heating and
siecanditioning use.

|
|
|

|

Sabes 10 other wilities were
down K49 percent. accounting for
miceit of the 18 percont degline
total klowatt-hour sales Fven s
aff syatern sales produced nearly
$.2.28 millian ih revenie

Solid Opersting Results

In addition 10 goud wles, we
achived solid resulis v many key
Bperating afcas

& Agpressive matketing during
the vear will produce more than
SO0 malion kilowatehours of new
bustsicss annualhy

8 Improved efficiency at oot
power plants kept the sve e cost
ul producimg o kilowatthour of
electrcity below that of 1989

. A\'O"'L\g.’ "“'I OIS Were ‘h('
lowest of Ohi's electine companies
~fir the vighth year running.

® L mplovees bettered | 990
satery and attendance goals

® Fut the sixth year 11 a row,
more than nine of wen customers
surveyed gave us positive marks for
the value they place on our service

Positioned For The 1990s

How we meet challenges Hke
in reased competinion and esver
tising environmental standards will
h\"') ﬁh‘l"‘(‘ U st es

Competition will continue to
come brom both traditional energn
supplicrs and those wha would use
tax and regulatary loaphaoles o lure
Oout custamers.

However, we have beon in this
business tar maore than 60 vears,
and we offer unsurpassed advan
Lages: hlghl_\ skilled employees
with a tharough knowledge of g
market; a wide range of energy and

Contunity services) essollom el
bidies, reasonabde tates, and ¢ hegh
baneJoad genetating Capaciny
meet flecinicity needs well o
the 1990

O wvestments andd o ooy
phishiments in eovisanmental
'"U“ LN onved ”N Sears k‘l\l‘ s
anather compentive edpe: We ane
\N-Il~|luu'mnvd 1o et the eimis
s statidlards requined by the new
Clean Air Act. At least 42 percent
OF Gur generating capacits won't
need major additiens af sulfyr
diaxide control equipment

W are abready vlose 1o
meeting the 1995 sulfurionide
emission standard under the law's
first phase, » hich tangets uhly
Yot aur 29 coplfired ynis for
addivional sulfur-disside redug
tans We are also studying a range
of compliance strategies aimed at
mecting the costlior ani more
ditficult second phase reductions
that will begin in the sear 2000

Without dauht, we tace a
number of challenges i the 19904
~ bt we have placed many ..
us duting the pust decade

I remart conlident in the
seindness of our Company, i the
talents of our employees, and in
our prospects for improving the
value ol vour investment iy Ojo

Fdison,

44*\:(41? ¥ fapr Rgms ¥
!

Justin 1, Ragers, Jr

Prespben

Mareh 1, 144




TR ALY — PR, SRR RS TN ew,S

Operating
Revenues
§ o

-
| !
|
| ¥ €7 B8 B0 90
|

ST TR T PSSO e e N

L 3

e

YEARIN REVIEW

Rate Decision

Lowers Earnings

Farnings on commaon stock in
1990 fell to $1.67 per share from

218 in 19849, The drop in earnings
reflected the effect of an August 16
decision by the Public Utilities
Commission of Ohio (FUCO), which
cut our requested 1ate increase by
$76 million, to $142 million.

We had filed for a $2 1 8milhon
InCrease Lo recover costs assoclated
with our share of Beaver Valley 2,
a nuclear generating unit that has
been serving customers since
November 1987

From the date of commercial
operation, e Company deterred
more than $200 million of the
unit's annual expenses under an
accounting treatment approved by
the PLUITO. Barnings tor 1987
through the first eight months of
1990 reflected those accounting
deferrals. However, the $142 million
granted by the PUCO in August
fel! far short of what we had been
deferring. The PUCO's decision also
reduced the amount of deferred
Beaver Valley 2 costs that could he
recavered, As a result, the Company
took a $17.6-million, or a 12-«cemt
per share, write-ofl against fourth

quarter earnings.

N A e e = PR E—
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Boecause of the PUICO s adverse
decision, we could not expect our
carnings 1o support the §1.96
anial dividend on common stock,
Consequently, the Board of
Directors in August set & new
level of $1.50 per share, on an
annual basis. _

We appealed the decision to the
Ohio Supreme Court in December,
The Court s expected to reach a
decision by carly 1992

Rotall Sales

Reach Record Levels

With steady business growth
and an expanding customer base,
our service area outperformed the
national economy during the vear

Diespite recession in the national
economy, our retall kilowatt-hour
sales reached a record level. Retail
sales in 1990 kit 239 billion
kilowatt-hours, up nearly
127 million kilowatt-hours
compared with 1989, |

Strong exports of manufactured
products and high demand for
specialty steel and pipe helped
push industrial sales 1o a record
9.9 hillion kilowatt-hours, an
0.8 percent increase over 1989
results. Sales to commercial cus:
tomers, our fastest growing market

segment, increased 2.2 percent,
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FINANCIAL REVIEW

MANAGEMENT § DISCIHISSION AND
ANALYSIS OF HESULTS OF OPERATIONS
AND FINANCIAL CONDITION

Results of Operations

POU0 was a veat of Lransition for the Company, with
finure earnings levels being restricied due 1o the
itsuihicient rate rediel authorized by the Pabilic Utihities
Commissian of Chag (PLICOY) In August 1990, This is
reflected by the 2 3% reduction in [ 990 carnings pes
share ol common stock compated with 1989, the
Comipany's return on average common equity dropped
o 905 i 1990 fram | L0% earned in 1989 The
Company requested a rate increase of approsimately

§ 218,000,000 hut the FUCO granted only 65% af the
Company's reguest, or § 142,000,000 of additional
annual revenue. Additionally, the PUCO seduced the
amoit of deforred Beaver Valley Unit 2 costs that
vauld be recovered Bom the Compans's customers

Ax o result, the Compat wrate off approximately
§27.000.000 of previowdy deterred costs, which
reduced 19960 net income by approximately

§ 17600000 (812 per share of common stock)

As a resilt of the inadeguate rate reliet granted by
the FUCOL the Company's Baacd af Divectors determined
that it wonld not be pradent to continue to pay guarterly
vor. aon stock dividends at the $ 49 per share level
Accordingly. the third quarter dividend was reduced 1w
$ 375 At this Jevel, the Campany's common stock
dividends on an anrualized basis are $1.50 per share
as compared o the previous level of §1.96 per share

Phe comparison of earnings in | 989 with 195K was
aftected by the write off in 198K of nuclear construction
costs, which reduced 1 9KE net income by approximatels
$ 128,000,000 (8 84 per share of common stack). In
addition, the Company's ingame tax provision in 1989
was reduiod by approsimately $49.000,000 (8 12 pes
share of common stack) due to the amortizstion of
cortain deterred imcame taxes and investment tax credits,
as authorized by the PUCOL These amounte were fully
amartized by the end of 1989 and also aftected the
comparisan of 1990 net income with | 984

The 199 increase in operating revenues resulted
primarily from the rate increase discussed above. The
InCrease i aperating revenues ih LYY when compared
with 198K, was principally the result of fate imcreayes
granted the Company and Penn Power (Companies) in
the first half of 198K The following summuarizes the

soutces of the changes in operating revenues during
F9490 aned 1989
HRY T

TR LaeE
e vl

Sades 1o vtanl Customey
hircasedd hase rates A57 K § db
I teased bbb att hower sales 7 A 2
I reasedd Jue! ot overy tates LEE L
Yatal iy ‘v;' A\
Sales to whwilesale custom s (&N 51 &)
bt {0.5) 1.6

St uiw reasd LIS f 124
R TR ) s e LTSRS ST

Sales o retal customers increased slightly by 0.5%
in 1990, with sales to commercial and industrial
customers increasing by 2 2% and O 8%, respeotively
Despiite an increasing customer base, residential sales
decrvased by 1.2% primarily as a result of unseasonahly
mild weather Total kllowatthour sales were down 1 8%
in 1990 primarily as a result of an 8 9% drop in sales
to ather wiilines compared with 19849,

The increase in fuel expense in 1990 was principally
the result of a reserve made by Penn Power due 1o the
unvertain recoverability of costs thraugh its energy cost
tate, This reserve reduced net income by approsimately
$9,994,000 (8,07 per share of common stock). Fuel
expense decreased in 1989 primarily due o reduced
tuel prices and decreased fuel consumption, compared
with T9RK. The Companies” commitment to purchase a
portion of Cleveland Flectric Iluminating Company's
Perry Unit 1 capacity, which began in Noveniber 1987
and ended 16 May 1984, was primarily responsible for
the decreases in purchased and interchanged power
expense in 1990 and 1989

Total ark et apertion and maintenance expenses
were down in 1990 as a result of an incredased level of
expenses in 19589 due to Beaver Valley Plant costs billed
to the Companies in 1989 attributable to prior vears,
and fewer nuclear refueling outages in 1990 than in
LUK Increases in other aperation and maintenance
expenses in 1989 compared with 1988 were due prin
cipally 1o costs incurred during the 1989 refueling
outages at the Companies’ nuclear generating units -
there were no refueling outages in 1988

Concyrrent with implementing new electric tates,
the Companies stopped deferring expenses attributable
to Perry Unit 1 n the first hall of 1988, and deferrals
tor Beaver Valley Unit 2 ended in August 1990, As a
result, deferred nuclear unit interest and deterred
nuClear unit aperating costs were down in 1990, In
sddition, 1990 deferred expenses were reduced by the

27,000,000 write-aff of deferred Beaver Nalley Unit 2
costs deseribed above.




Cooneral tanas s eased i 1990 pramarily due s
Increased property Daes and higher gross recopts tase
remilting from higher retail movenue Income tanes were
up dn 1990 aver T98Y as o cesult of the provioush
metitioted amontization of detereed income tases and
ivestpent tas credin fast viear The Moancial Accounting
Standtards Board (0 ANK) Bas issued Statement of Fnanaoal
Accounting Standards (SIAS) No 96, “Accounting for
Income Tanes which the Companies must adept In
1992, The FASK 15 curtenthy mtmdq-nng uu-ndmg the
required adoption date to 1995 Ax discussed n Note |
to the Consolidated Fimancial Statements, this change is
ot expected 1o have a material etlect on et income

Miscoelancous income has decreased singee TOKE a8
a tesubt of declining tempotary cash ivestment levels
The decrease in b wrest on funpaerm debt during 1990
resuited fram the et reduction in longerm debs
outstandimg and the resulting lower embedded doba
wont, Subsequent to December 11 1989, the Companies
decreased thelr net longterm debs outstanding by
approximatels $ 112,000,000, Canssting of approsimitely
$ 146,000,000 of debt redemptions which had a weighted
average interest o of 1O 7%, partially atlser by the
nsuahce of ammutmuk'h $ 234,000 000 of additnal
debi having o weighted average mterest rate of ¥ 5%
Aduittionatly. OFS Fuel seduced s lomgrerm debt ow
standing by approximately § 54,000,000 during 1990
OFS Fuel's embedded cost of debt decreased shightly
during 1990, The increase th other mterest espense (n
1990 was principally due to higher shorterm boraw g
Tovels in 1996 pending replacement with perimanent
financing

Thie electric utibiny industey is sabject woimflationary
pressures smilar to those experienged by all ather
dndusiries 1o the extent that the Companies incut
additional vests ar teceive benefits resalting trom the
& etfects of inflation, it s anticipated tat those effects will
ultimately be reflected in the Campanies” electric ates

The FASH issued SEAS Noo 106, “Fmplovers'

Accaunting lor Postretivement Benefits Other Than
Pensionn in December 1990, The new standard. which
st be adopred no later than 1993, will require the
Companies to change the methad of accounting for
postemplayment benetits, resulting in a substantial
increase in the annual oxpense Charged o ncome for
sich henetits. The Companies expedt 1o seek regulators
approval to defer the mcreaseil annual expense resulting
Arom the new standard far future callection trom
Cpustomers. Assuming such requests are granted, the

Companies swould nol cxpoct a marerial adverse effea
o met inconse as @ tesult of adopting SEAS Noc 106
Phese ollects are more fully desceibid in Sote |
Comsohidigied Franoial Statemenis

Capital Resources and Liquidity
Dhuring the Last five veats, thie U gmjanios spent apipron
dmately $2000L000, 000 i cotrctiog with their
cansruction pregratos. Also durning this period, the
Compamies decteased their Tosgferss deb sutstandimg
b approsimately S404.000/000 The Camparies have
taken advantage of opportanites o optionally redeem
ighcost deba during this period, which helped o
reduce the cost of debt gurstanding from 10 9% a th
el of 1985 109 M st the end of 1999

Phespite fovves carniiges i 1990 resaliing fraum i
suthicwent rate rehied, et cash provided From aperations
witk hijgther compauieed o TORS Simce the ©etapany
began recovering Beaver Valley Urit 2 costs Brom retadl
custamers in August, a signilicant noncash component
ol cartings in 1989 and 19858 (deferred Beaver Nalley
Uni 2 expenises) is heing replaced swith cash, Inereased
cash from aperating activiges also contiues 1o be en
hanced by Penn Power's annual rate increase under its
foviryear phusean plan

The Companies bad approsimately $2 4000000 of
cash and temprrany investments and § 122 000.000 of
shart e indebtedoess at Decemiber 31, 1990 In
fanuars 1991 the Company received §17 5,000,000
from a special putpose trost (see Note 5S¢ 1o the
Cansalidated inancial Statements), approximately
$ 149,000,000 ¢ shortderm indebtedness has been
classified as tongaerm debt an che Consolidated Balance
Sheet 1o reflect the langerm partion of the trast’s
nates, OFS Fust had approsimately $69,000,000 of
unused borrowing capability at the end of the year
which was avatlable for redoan 1o the Company. Also, the
Company and Penn Power had $28.000,000 of upused
shartterm bank lines of credit and $50.000,000 of
avatlable bank faciliies which may be botrowed on g
shortterm basis ot the bank s dhiscretion, OFS Capital
hasl ap,coximately $ 20,000,000 of unused short-term
borrawing capabithiey at Diecemiber 31, 149940,

Ihe Campanies’ construction programs and capital
lease requiremoents for the penod T9%1- 1995 are cur-
renth estimated 16 bie approsimately $1.600,000,000

1%




MANAGEMENT 'S DISCUSSION continued

(e luding nuclear tuch), of which approsimately

$27 5,000,000 apphies to 1991 The Compaties have
addivional cash requirements ol approximately
$1.226,000.000 for the 19911998 period 10 meel
maturities of, and sinking fund requirements for long
term debt and preforred and preference stock, of that
atmenint approsimately $275.000.000 applies w 1991
(including $42, 448,000 of preferred stock and long:
term debt optionally redeemed in January 1991)

Investments for additional nuclear fuel during the
1910995 period are estimated 1o be approsimately
§ 166,000,000, of which approximately $ 31,000,000
apphies 10 1991 During the same periods, the
Companies’ nuclear fuel investments are expected
to be reduced by approximately § 137,000,000 and
$86.000,000, respectively, as the nuclear fuel is
consumed. Also, the Companies have operating lease
vommitments of approsimately $605,000,000 for the
19911995 pertod, of which approximately $1.2 3,000,000
relates to 1991 The Companies recover the costs of
nuclear fuel consumed and aperating leases through
their electric rates,

Sales by the Company of firs mortgage bonds
against property additions and of preferred stock
require that applicable earnings coverage tests be met,
With respect to the issuance of first morgage bonds
under the Company's first martgage indenture, the
avattability of property additions (excluding Perry
Umit 2) s more restrictive than the earnings test at
the present time and waould limit the amaunt of first
mortgage bonds issuable against property additions 1o
$377.000,000. The Campany is currently able 1o issue
$ 163,000,000 principal amount of first morgage
bonds agaiest previously retired bonds without the
need to meet the above restrictions. Based upon earn-
ings for 1990 and after giving effect o the special
purpose trust discussed above, the Company would be
permitted, under the carnings coverage test contained
in its charter, to issue at least $757.000,000 of
preferred siack at an assumed dividend rate af 9.5%. If
the Company were to issue first martgage bonds or
ather debt at ar prior to the time it issued preferred
stock, the amount of the preferred stock which would
be issuable would be reduced.

The Company established an Emplovee Stock
Ownership Plan Trust (ESOP) in 1990 which will fund
the Company's matching contribution e its existing
401 (k) savirgs plan. The Company expects 1o lend the
ESOF $200,000.000 (o enable the ESOF 1o purchase
approximately 11,500,000 shares of the Company's
common stock on the apen market through the end
of 19917 e dividends pard om the stock acquired by
the ESOP will be used to service the dobt and, under
present tax laws, will be deductible by the Company
for income tax purposes

Penn Power will be implementing the final
increase of it fouryear phasedan plan in May 1991
Cash revenues for the fullowing twelve months will
increase by approaimately §31,000,000; however,
there will be no material effect to net Income since
Penn Power recognized revenue under the phase-in
plan as it the tull reveniue level had been placed into
effect in 198K Tn May 1990, Penn Power began recos
ering amounts previoushy recognized as acirued
revenues. Under the phasean plan, amounts deferred
in prior years for future collection are seheduled 1o be
collected by May 1992, at which time Penn Power’s
clectric rates will be decreased by approwimately
$44,000,000 on an annual bass, absent other
regulatary action

The Clean Air Act Amendments of 1990 present
Challenges and oppartunities to the Companies that are

being analyzed The Act requires significant reductions

ol sulfur dioxide and oxides of nitrogen from the
Companies’ coal-fired genercting units. Comphiance
ontions include, but are not imited o, installing
aldinonal pallution contrel equipment, burning less
rolluting tuel, purchasing emission allowances from
athers, and retiring facilities. The Companies have not
ver determined the ultimate cost of compliance

A« discussed in Note 7 to the Consalidated Financiai
Statements, the Companies have invested nearly
$400.000,000 in Perry Unit 2, a nuclear generating

|
1

unit whose constriction was suspended in 1985, Options

under cansideration include, but are not necessarily
restricted to, resumption of construction, continued
suspension or termination. If construction were to

resume during the 19911995 pertod, the Companies’
capital expenditures would be higher than the amount
disclosed above for that period, If termination were to

occur and rate recavery fram PLUCO jurisdictional
customers were ta be denied, the Company would have
1o write off as much as $2 10,000,000 after income taxes.

!




SELECTED FINANCIAL DATA
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Operating Revenues $2.228.524 2154 960 1AA2.872 $1.7 79,556 £1.741
»(qmmng lmnnn S10.279 541689 FETIY TS 197 ank W2 157
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lmun;,n “n ( wInhn Sk 154,048 112932 | %6, 170 Mid 57 150828
Larnings per Share of Commaon Stock

(anedd ot swaigheed averppe nimbey

of shares outstanding during the vear) 167 24K 132 2.40 247
Dividenils Declared pet Share of

Cuammion Mmh 1.73 |y |, 1 9 | %2
IoulAmn " lhwmhn il TR G20 773 KO 78K R34 7607 048 726,143
l’wi"ml and !'wh—wmr Stek Subjedy to

Mmdalun Kuhrmpuun m.uu K502 R N |45 1%) L 794

) 105§, uﬂ 340171, 74946 JL20K 851 1,140 K5K 14 L NG |

l»m%rm lk-m
S

COMMON STOCK DATA

The Congpany's Common Stock i listed on the New York and Midwest Stock Exchanges and i traded an ather tegistensd exchanges

Price Kang' ol Common Stack

Fiest Quarter High-Low
v.fud Qu.mN limh hm R I

Third l)ua_uq-_r_ﬂ_ngh _I aw
Foutth Quartr MightLov

1990 14
107N 1908 TR %A
NI 1SN SRR TL] 19.7/%
204 15 'mn i) 211K
TN 18I M 20014
2198 189 2 T

Nearl Migh Lo

Prices are based o topatts piblished 4. Phe Walf St Totersol fue New
Nork Meh Unonange Composite fratsactions

CLASSIFICATION OF HOLDERS OF COMMON STOCK AS OF DECEMBER 31, 1890

\hau . Ih M

Fodders of Recond
‘\u 'Mu ' e

Numbor ty,

R e
Individuals 182,960 K5 UK 63792811 ERRLY|
Fiduciaties 22,210 12,48 7.142.279 471
Nomitwees 124 007 74,2058 1uh RN
Insurance ('umpalm-u & Other € arparatians 1.207 {1 6K 110823 (87
Atlﬂclwu LY 0 "u 1.048,242 069

Tonal 177 i mnuu H‘ S04 i" luum
F T e $o- s S =

As of Janaary T8 19900 there were 177 286 hokders of 158 868,417 thare
of the Cempam s Comman Mack

Eniarterly dividends o 49 pershare wiere paid o0 the Company s £ ofninei
Nk during 1URY an ! the fieat vwo quartors of 1980, quatterly dividends
ol 17 56 per share were paid the Last twu quarten of FRH0 Inforfation
regarding o i carnings wearlalde fov v of Cavh ilivigdetvily
gl in Nite $a
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CONSOLIDATED STATEMENTS OF INCOME (s §ison Cromppany
tar the Years Ended Decombor 11 a0 1Ry TUKK
e
e ibustisateids. entepd e ahg  adisunig
Operating R Revenues ha 1, ' $2,225.524 $2.154 94 §2.142572
Operating hpcnm and Taxes:
Ohperation —
Fuel 46166 4282201 452,538
Purchased and interehanged power, et 13,370 67.216 134,822
Other apetation expenses 494575 520,507 471,637
lota!l operation 9'“.“ L} 1,024 Y46 I O5K 954
Maintenance 107,970 RN 149 K5
Provision for depreciation and amartization 224,250 212624 221983
Goneral tases 212212 190,104 1KK0213
Dderred nuclear unit costs, aet (Noe 1) (66,070) (147, 280) (147 61y
ln_umw taxes 7 7 7 : lb!.!?l 141 JK0 l7..HS
Total operating nprmn and tanes 1715, 349 1611310 1,645,576
q,nnh. Income I m.z 79 43,689 496,996
Other tncome and Deductions:
Allowance far equity tunds used during construction 1,238 2513 1,397
Disallowed nuclear comtruction costs (Note 2) - - (201.260)
Income tax benefit trom disallowed naclear construction costs - - 71618
Miscellaneous, net 7.201 K201 IR 160
Income taxes (l 112) (9.776) (10,9 34)
lmul mhm mumw aml d«-duumm l W07 2“ 08 97.022)
!unl lnmau 5 ll ARG 5!-4 '-07 1994974
Nu Interest and Other (‘lur.m
Imerest on longterm deb 291,993 112,023 VIR, 706
Daterred nuclear unit interest (Note 1) (78.514) (124,087) (134,173)
Allowance for boreowed funds used during construction
and capitalized interest (19,196 FERELY] (21.819)
Other interest expense 25,545 K10 7,405
Subsidiary's preferred sock dividend requirements 9,982 10,673 10,967
Net interest and nﬂwr ¢ hnmﬂ 3 1 l .l l0 ‘(H ‘r?l 181,086
Net Income K i 6 % 101,02¢ 2 KAKS
Preferred and Preference Stock
y Mnd_lowmn . - - 17,628 28.094 12,718

Eunlmon(?ommmlc«i $ 254,048 s im' S 186,170

Weighted Average Number of Shares

of Caommaon Stock Oaw 152,569 162,531 152,44
= = = TR TR T TSRy

per Share of Common Stock
(hased on weighted average number of shares
outstanding during the year) $1.67 2% $1.2
TS TSI D SR SN ST RLTR IS S LIRS SO AR L« ST I S e R e S R R LR G T SRS SRt L TR R S SR
Dividends Declared per Share of Common Stock $1.73 $1.96 $1.96
e ST SmiuET AT LT

The scoompanying Notes 1o Consolidacid Financial Statements are an isegral part of these statements
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CONSOLIDATED STATEMENTS OF CAPITALIZATION (zontinued




CONSOLIDATED STATEMENTS OF RETAINED EARNINGS Ohi® dison © dnpany

Far the Years Laded December $) 1990 148y [UsK

(16 thasysands)

Balance at beginning of year $459.688 $425.670 §530.111
Net income S2iL676 Wl 026 IR KR

741, s 7RO, G 757,994
Cash dividenils on preteired and preference stock 27,009 28060 §1.5s =
Cash dividends an common ste -k 263,945 QUK OnR JOK 743
Premiuin on reden  on of preferred siock - 1 5K8

291,554 §.7.008 112,129
Balance at end of vear {Nate S5a) S449.810 SA5Y9 LK S425.670

CONSOLIDATED STATEMENTS OF CAPITAL STOCK AND OTHER PAID-IN CAPITAL

Pretorred and Preteren ¢ Mook

faot Subject w Subject w

Commaon Stock Mandaton Redemption Mandatory Redemption
(dthet Unallosated Par o1 Par or
Intmdwer Par Paid-in SO Numiber Stas Numbwy Stated
ot Shares Value Capital Commaon Stock  of Shares Nalue of Shares Value

.

(Datlar i thousa, Js)

Balance, January |, 1988 152,39, 537 S1 71678 $740.616 | TO42.399  $404. 240 1 597 838 S156.784
Capital Steck Expense ey
Canversions and
Redemptions -

£1 .80 Series 110,176 UUR 15 (13811 (2,089)
$95.00 Series (1 800 (1,806}
$ 102,50 Series (1.80¢6) (1. 800)
B 2% Serie RN (500
LRSS heries ) (2200000 22 000y
10, 76% Series 421) (240,000y (24,000
11008 Serics (4,000 (400
14.00% Series {7,500) (20000005 (50,000
15.00% Series (N (6,400 ()
, Balance, December 31, 1988 152507 913 1.372.571 732.7°4 - 504219 §54, 240 980,726 103,555
Conversic.s and
Redemptions -
£ 80 Sernies 6l1.524 254 67 (K8 11 TRER
£95.00 Series (1 8Oy 1,800y
$102 50 Senes i1 800 (1.800%
R 24% Series (5000 1300)
1 1.00% Neries (4.000) (400
11.50% Sevies {6} { 30,0000 IRRLL
15008 Series {2 {400y (hay
Balaoce, December 31, 1989 152 468 4187 1,373,428 7130438 - 5.042 199 154,240 LE RN IS 94 082
ESOP Purchase
Transactions (10837
Redemptions -
' $ 1230 Series (180K (SO0
K, 2 % Serjes (50060 (500Y
|1 O00%: Series (8, (0K}, (ROEY
1. 50% Series {6) { 3 N ( 5.000y
13000 Series {4i (1 00Ky 11,000y
LS (KM Sor (= {15,400 (L)

SO42.190 8354240 782416 § Ho.342
=3

Balance, Oecem?t ¢ 31, 1990 152569437 S1,175.125 $711081 $(11.857)

The accampansing Notes to Consolidated Financuy Statements are an istegral part of these statemerits
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For the Years Ended Decenber 11 V90 ] {URs
S ST A T

tin thosands)

Cash Flows from Operating Activities:

Net tncanw $281,676 5 161026 § 2IKKER
Adjustments to reconcile net income o bet cash from uperating activities
lh‘prﬂ’ialkm and amurtization OER bA 274,324 06,9149
Deterred income taxes, net KO, 900 31612 72.744
Investmont tax ¢ redits, net (4.878) (28,54 (2.822)
Accrued revetiue, net (4.675) (I8, 330y {66, 361
Allowance for equity funds used during construction (1.23N) (2.511%) (3,347)
Deferred tuel costs, net 26,378 (12,4509 (28 by
Write-off of disallowed slant ¢ osts - - 201,260
Dieferred nuclear unit costs, ne (144,584) (271,367) (281.781)
Receivabides (3,24K) (13,476) 9,702)
Materials and supplies (26.641) 372 10,790
Accounts pasahle 603 K Kb (7.904)
___(Nhet (3h 874) Moi 28,321
Net cash pumdvd Imm up( r.umg .uluuk- 465,293 40‘? IRS 438,287
Cash Tlows from Financin ing Activities:
New financing -
Lang-term deb 919667 794,913 182,476
Shartaerm borrawings, pet 201,039 114,000 4,000
Redemptions and Repay ments—
 Preterred and preferonce stock 7.740 8,542 111,573
Longterm debt 1,079,397 989,174 416,149
Dividend Pavments -
Cammon stock 272,158 298,422 301,04
| Preferred and preference s suu.h 27 sm: 28,202 i5, m.
Net cash used for financing activities lbl 273 mmn. 678,275
Cash Flows from Investing Activities:

Froperty wdditions 256,218 221,773 192,246
Puschase of investments 6,651 6611 4,807
Sale of investments (1,142) (37.795)  (296,471)

Cnvestment in emplovee stock ownership plon 40,000 - -
Other 5.776 6,252 (h..";ﬁ)
Net cash used tor (ﬁtm ided Arom) investing activities 307,503 106,84 (H)R 671)
Nﬂ decrease in cash and cash equivalenty 105,482 204,263 134,315
Cash and cash equivalents at beginning of vear 129,830 134,094 468 H08
Cash and cash equivalents at end of vear $ 24,348 § 129830 8 334093
A YRS L R ST ST RIS SR ST TR s
al Cash Flows Intormation:

~Cash Paid During the Year—

Interest (net of amounts capttaliced) $ 290,355 § 110374 § 298707
Income taxes 87,953 35,033 52,950
e R

The aceompanying Nates 1o Consolidated Finandial Statements are s integral part of these statements
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CONSOLIDATED STATEMENTS OF TAXES Cobbo Biuio Cumpads |
\
For the Years Ended Dec - nber 31 1990 1989 98K
fh thousandsy i
General Tases:
Real and prrsonal property $ 92366 3 K535} b 90,631
State gross receipts 93,226 82,598 77.226 J
Sacial security and ynemployment 14,126 14,179 13,577
Other .4 ; 7,494 7,804 6,589
Total general tanes $212,212 $190,104  SIRK023 :
rass

Provision for Income Yaxes: ]
Currently payable - ,
Federal $ 88302 S 46765 8 39043
State 6,480 1.208 5849 1
7 L 94,782 47,973 19,792
Dieterred. net see below)— i
Pederal 79518 123,851 67 986
s s 1,382 7.761 4.758 ]
_ _ Jd 80,900 131,612 72.744 11
Investment tax credits, net of amaortization (4.878) (28,529 2822

Total provision far imcome taxes $ 170,804 $151.056 $109,654

R == =

Sources of Deferred Tax Expense:

Excess af tay, over hook depreciation, net $ 60915 5 68355 8 60,249
Allowance tor borrewed Funds used during construction ‘

and capitalized interest 1912 8,405 7.15%

Deterred tuel costs, net (7,740) 6,869 514
Amaortization of deferred interest on leased nuclear tuel (5.017) (1011 3) (12.109)

Pension costs 8821 1,220 1,779
Property taxes (26,731) 61y (6,733}
Deterred nuclear unit costs 44 805 80,313 5981 1
Plam cost disallowance - - (73.615)
Ditference between tax and book revenue, net (3.104) 13.723 3882
Deterred loss on reacquired debe, | et 1,914 3.649 9,299 |
Alternative minimum tax credit utilized {deferred) K.000 (315.973) (14.36)
Other, net ; (4,965) (6,204) (1,322)

Net deferred tax t‘xEt\w $ 80,900 $131.612 § 72,744

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

lliuk incame wa(vgnﬂismn for mw—__ $452.480 $512,082 $328.542

Federal income tax expense at staturory rate $153.843 $174.108 $111.704
Increases (reductions) in taxes resulting from - :
Excess of book aver tax depreciation 24,783 27665 15,143
Amaortization of investment tax credits (11,142) (43.820) (13, 140)

Rapid amortization of deferred income taxes - (15,360 -

Effect of reduced federal income tax rate - - (3.656)

(ther, net 3.320 84649 3,603
Total provision for income taxes $170.804 S151.056 $109.654

= — g

The secompansing Notes 1o Consolidated Financial Stater omiare an integral part of these statements,
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1. Summary of Signiticant

- Accounting Policies:

~ The consolidated financial star ments include Ohio

Edison Company (Company) and its wholly owned

subsidisries, Pennsy vania Power Company (Fenn Puwer),

;: OFS Capital, iicorporated (OFS Capital) and OFS Fuel,

~Incorporated (OFS 12 el) All significant intercampany

transactions have been eliminated. The Company and

- Penn Power (Campanies) follow the accounting policies

~and pracrices prescribed by the Public Urnilities
Commission of Ohio (PUCO), the Pennsylvania Fublic
Utility Commission (PPUC) and the Federal Energy
Regulatory Commuission (FERC).

L Revenues — The Companies’ retail customers are

metered on a cycle basis. Revenue is recognized for

elect ic service based on metens read through the end
~of the month.

| Reveivables [rom customers include sales to resi

dential, commercial and industria customers located

in the Companies’ service area and sal e whaolesale

customers. There is no matenial concentration of receiv

~ables at December 31, 1990, with respect 1o any
pecticalar segment of the Companies’ customers.

‘L Fuel Cosis — The Companies recover tuel-related

~costs not otherwise included 1n base rates trom retail

I customers through sc harate energy rates. Any over or

‘ under collection n-aul!mg from the operation ot these

\‘ rates are included ay adjustments to subsequent energy

E rates. Accordingly, the Companies deter the ditference
between actual fuelr lated costs incurred and the

| anounts currently recovered from their customers,

~ Wtility Plant and Depreciation — Utilicy plan

reflects the original cost of constraction (see Note 2),

including payroll and related costs such as taxes, pensions

-~ and other tringe benefits, administrative and general costs

1 _and allowancy for funds used during construction
(AFUDO),

1 The Companies generally provide for depreciation

~on a straight-line basis at varicus raves over the estimated
bives of property inchided in plant in service. The annual

compostte straight-line rates for electrc plant were

- 3.2% in 1990 and 1989 and 1.3% in 1988 The

Compan: records depreciation experse applicable to

Perry Unit | on 2 units of production basis as

authorized by the PUCO,

; The Companies are currently recognizing estimated
future decommissioning costs applicable to their owner-
lhlp and leasehald interests in nuclear generating units

’ as a component of depreciation expense, The Companies’
share of the future obligation to decommission these
units in current dollars is approximately $214.000 000,
based un eatimates used in the Companies' latest rate

*filings. Amounts recove red from customers are invested
i external decommissiouing trust funds, If the actual

r costs of decommissioning the units exceed the ac

cumulated amounts recovered from customers, which

| ﬁllu‘ kren iovested in the trust funds, the Compunies

L————-—-———-——..._——r T e . S e N et e WG =

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

expect that difference 1o also be recoverable from
thelr customets.

Common Ownership of Generating Facilities —
Fhe Companies and otber Central Area Power Coords:
nation Groap (CAPCO) companies own, as tenants in
comman, sarious power generating facilities. bach ol
the companies is obligated to pay a share of the con-
struction costs of any jointhy owned facility 10 the same
proportion as its ownership aterest. The Companies’
portions of operating expenses associated with jointly
awned facilities are included in the cormesponding
uperating expenses on the Consolidated Statements of
Incamie (see Note 3 with respect 16 the deterral of Ferry .
Unit T and Beaver Valley Unit 2 costs). The amounts |
reflected on the Consolidated Balance Sheet under utility
plant at December 31, 1990, include the tollowing

Uiliey Acaumilated L snstoithon

Canerating Fant Prowiston boe Wik in Cuhtuanies

Linus i Nethicn Ik»pru e Frigivess (1) Interedt (U

(I thogisatalsl

W H

Samymis #7 § 267,000 8 el o0 & 2000 68 RO,
Bruce

Mansticld

LI N

and #3 724900 270700 2,400 S0 RS,
Beaver Valley

#iand #2 814,000 i 206 7500 A7 1%
Perey #1 and

Commar

Facilities | 464 7ok 172,600 N 000 i3 4%
Pcm L& - - 197, mu 15.24%

Tlotal T§4.270,200 S‘m.‘,mm $417 800
TTREE.

(1) Excludes nuylear fuel i process which has aot vet breen assignied 1o
& spevitic nuclear wnn

(i) Inclsides feasehold interests under saie and leasebach arrangementy
{sev Note )

Nuclear Fuel = Nuc!car fuel is recorded ar original
cost, which includes material, envichment, fabricanon
and interest costs incurred priot to reactor load. The
Companies amartize the cost of nuclear fuel based an
the rate ol consumption. The Companies” electric rates
include amounts tor the future disposal of spent nuclear
tuel based upon the formula used to computs payments
to the United States Depurtmen: of Energy.

Allowance for Funds Used During Construction —
AFUDC represents financing costs capitalized to
construction work in progress (CWIP) during the
construction period. The borrowed funds portion reflects
capitalized interest payments, and the equity funds
portion represents the noncash capitalization of imputed
equity costs. AFLIDC vartes accarding to changes in
the level of CWIP and in the cost of capital. The
camposite AFUDC rates (excluding nuclear tuel interest)
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NOTES continued

wore 96%, 11.1% and 11.3% m 1990, 1989 and 1988,
respectively. Capitalization rates tor interest on nuclea
fuel were 8 4%, 9.9% and § 8% in 1990, 1989 and
19K, respectively

Income Taxes — Details of the tatal provision for
income taxes are shown on the Consolidared Statements
of Taxes, The deferred income taxes  sult trom timing
differences in the recognition of n s and expenses
for tax and accounting purposes. dsion for
imcome taxes in 1989 incikeded ame waon of appross-
mately $49,000,000 of deferred income taxes and
investment tax credits (ITC) as authorized by the PUCO,
All other I'TC which was delerred when utilized is being
amortized over the estimated lite of the related properny.

For income tax purposes, the Companies claim
liberalized depreciation and. consistent with the rate
treatment, generally provide deferred income taxes The
Companies expect that deferred taxes which have net
been provided will be collected from their customers
when the taxes become payable, based upon the
established rate making practices of the PUCO, the
PPUC and the FERC. As of December 31, 1990, the
camulative net income tax timing ditferences tor which
deferred income taxes have not been provided were
approximately $500,000.000. The Companies have
approximately $42,200,000 of alternative minimum tax
eredits available to offset future federal income taxes
payable; such credits may be carried forward indefinitely.

Proceeds from the sales of certain tax benefits in
accordance with provisions of the Economic Recovery
Tax Actof 1981 are being amortized over the life of
the related property. Proceeds attributable to TIC were
recorded as additional deferred ITC; the remaining
amounts were recorded as reductions to utility plant
in service.

The Financial Accounting Standards Board (FASB)
issued Statement of Financlal Accounting Standards

FAS) No. 96, “Accounting for Income Taxes,” which,

among other things, requires a change in the method
used by enterprises to account for deterred income
taxes. Under this standard, deferred income tax liabilities
must be recognized at the statutory income tax rates in
effect when the labilities are expected to be paid. The
standard alsu requires recognition of a deferred tax
liability for wax benefits that have previously been flowed

through to the Companies’ customers and an assumed
deferred tax lability applicable 1o the equity component
of AFUDC, for which no inconie tax timing difference |
exists under the prior income tay accounting standard.
Since the Companies cxpect that the additional deferred
tax habilities will be collected from their customers
when the tases become pavable, an asset will be recog-
nized vhen the Companies adopt SEAS No. 96 for
that probable tuture revenue. The Companies are not
required to adopt SEAS No. 96 until 1992, However,
it the Companies had adopted the standard as of
December 31, 1990, total assets would have increased
by approximately §1, 300,000,000 with no material effect
1o net income. \
Retirement Benefits— The Companies” trusteed,
noncontributory detined benefit pension plans cover
almost all fuli-time employees. Upon retirement,
employees receive a monthly pension based on length
ol service and compensation, The Companies use the
projected unit credit method for tunding purposes and
were not required to make pension contributions during |
the three years ended December 31, 1990, |
The following sets forth the funded status of the
plans and amounts recognized on the Consolidated
Balance Sheets:

A Devember 1) ' s
T

(Hy thaasanls)

Actuarial present value of
benelit obligations

Vested benefits $156,975 $139.987
Nomvested benefits Yi4 1LHY
Accumulated benefit obligation $357,889 $341,106
]
Plan assets at fair vithue $3R0. 447 S617 460
Actuarial present value of
profected benetit abligation 419,214 415,264
Plan assets in excess ol
projected benefit obligation 150,213 222,196
Unrecognized net gon (34,301) (130,10 16)
Unrecagnized prior service cost 1K, 128 19456
Unrecognized net transition asset (K1,554) (KU 4494
Net pension asset § 52,486 $ 22,037
e e e

The assets of the plans consist primarily of common
siocks, United States government bonds and corporate
bonds. Net pension costs for the three years ended
December 31, 1990, were computed as follows:

1) TRy 1IRA
T T T S e T

{In thousands)
Service cost =benefits
earned during

the period $13,125 § 15981 $15519
Interest an projected

benefit abligation $6,049 §3.967 11936
Retsrn on plan assets 207277 (113.05% (78079
Net deterral

{amortization) { 1), 4060 51,542 22017

Net pension eist {3049 § W(‘.f,ﬁtﬂ) S (6H607)




~ The msumed discount tae used o detorivining the
actuanial present value of the projected henefit obligation
wits P i each year The assumed rate of increase in
- future compensation fevels used o measure this obliga
thon soas 5% in 1990 and 1989, and 7% in 198K The
assumed expected fong term rates of return on plan
assets were 1% in 1990 and 10% i 1989 and | ISE
The € ampanies provide a minmmuam amount ¢ f
noncontribatory We msurance to wired employees in
adduion i optional conteibatory insurance. Health care
benetits, which indlude coertan emplayee deductibles and
copayments, are also avalable 1o retired emplagees,
thetr dependents and, under certan cacamstances, their
survivors. The Companies pay msurance premiums 1o
covet & portion af these benefits in cxcess of ser linns,
all amounts up ta the limits are paid by the Campanics
Expenses associated with health care and ffe insurance
benefits tor retirees are charged 1o income during
the applicable payment g viods, and amounted 1o
$7. 255,000, §5.940,000 and 35, 302000 in 1990,
F9OBY and 1988, respectively
The TASE recently issued SEAS Noo 106, “Bnploye '
Accaunting tor Postrenivement Benetits Other Than
Penstons.” which modifies the current accopted methed
1o be used by cnterprises to account for ather post
employment benetits. Under the new standard. the
Companies will be roquired o recognize the expected
cost of providing pestemployment benefits o employees
and their beneticiaries and covered dependents from
the time employees are hired until they become eligible
ta receive those benefits. The Companies expect to adopt
the new standard prospectively in 1993, Based on
curremt plan demographics, it is estimated that annual
postemployment benefie expenses will increase
approximately $71.000,000. The Ca. pantes expect to
seek regulatory approval to deter the increased annual
expense resulting from the new standard for hature
collection ‘rom customers. Assuming such requests are
granted, the Companies would nat expect & material
adverse effect to net income as a resalt of adopring
- SFAS No. 106,
Supplemental Cash Flows Information — \ll
Atemporary cash mestments purchased with an initial
| maturnty of three months or less are reported s cash
equivalents on the Consolidated Balance Sheets. The
Companies recard temporary cash investments at cost,
- which approsimates their market value, Noncash
- financing and investing activities included capital Teases

R ——

. PN SN

L of $8,768,000, 328 411,000 and $4 3,470,000 for the
years 1990, 1989 and 19K8, respectively Noncash
imvesting activities also mcluded allowance for equity
tunds used during construction. OFS Fuel commercial
- papey transactions, which are reflected as longterm
debt on the Consolidated Bafance Sheets (see Note 50)
- but have inittal matarity peciods of three months or
less, are n'phﬂed net within financing activities under

- longterm debt

]

|
I
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2. Disnllowance of Nucloar

Construction Costs:

On March 7. 1989, the FUCO approved & Stipulation
and Recommendation emtered into between the Company
andd the PUCO Staft in coneetion with the investigations
ol Perey Unit 1 and Beaver Valley Unit 2 construction
costs In the Stipulation and Recumme ndation, the
Campany agrecd to permancntly forbear seeking recovery
af $737,000,000 of Perry Uit | constrgonon costs
and $47.000.000 of Beaver Valley Unit 2 constructian
conts as they relate ¢ the Company’s PUCO jurisdictianai
customers. As a result, the Company wrote off the
applicable amaunts, which, after giving eftect o the
reserve established by the Company in 1987 for potential
disallowance of Ferey Lnit | constogction costs, teduced
L9RE net incame by §1 27,645,000 (8 8B4 per share of
cammon stock). Under the terms af the Stipulanion and
Recommendation, provisiun was made for terminagtion
of all remaining sues related to construction of Peres
Unit 1 and Beaver Valley Unie 2 and the prudence of
the Company’s investment i soach anis for rate
making purposes

3. Recovery of Nuclear Unit Costs.
The PUCO authorized the Company to deter nontuel
operaiion and maintenance costs relating w Perry
Uit | from s ineservice date tor vate making purposes
until bebruary 2 1988, when Perry operating costs
swere wecagnized in the Company’s electric roes It also
authesized the Company todefer nantuel operatiat and
maLienance expensey, depreciation expense, property
tanes and interest expense associated with Beaver Valley
Unit 2, from its commercial aperecion date aneil
Auguist 23, 1990, when these costs were also recognized
in the Company’s eleciric rates. The Company also
hegan to collect Perry Umit 1 and Beaver Valley Ui 2
deferred costs in connection with the August 1990
tate order The PUCO has also authorized the Company
to deter interest expense on accumulated Beaver Valley
Uit 2 deferred costs gexcluding previoushy deferred
interest) which were not included in rate base in the
August 1990 rate order until the earlier of January 1,
L9, or the date cerain i the Company s nest rate case
As part af the August 1990 PUCOY rate order, the
PUCO reduced the amount of deterred Beaver Valley
Linit 2 costs which could be recovered from the
Company’s customers. The PUCO dented @ rehearing
on this issue in October |990; accordingly, the Campany
wrote off approaimately §27,000,000 of previously
deterred costs, which reduced ner income by approsic
mately $17.600.000 (3 12 per share of comman stock)

27
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NOTES continued

during the fourth grarter of 1990, The Company has
appealed the PUCO decision to the Ohio Supreme Court

The PPUC ordered Penn Power to defer operation
and maintenance costs (net of energy savings from
Perry Unit 1), depreciation expense, property taxes and
interest expense assoctated with Perry Unit 1, trom s
commervial operation date until May 4, 1088, when
Perry operating costs were recognized in Penn Power's
electric rates. The rawe increase is designed to produce
approximately $67,100,000 of additional annual
operating revenues and is being phased in over several
vears: all amounts deferred during the phase<n period
will be fully recovered by the end of the fourth year
Under this phase-n plan, Penn Power's rates were initiall,
increased to produce approximately $24,000,000 in
additional cash revenues: the second vear increase of
approximately $28,000,000 was implemented in ) 9849,
The ditference between revenues actually billed and
revenues that would have been billed absent the phase-
in plan were recognized as additional accrued revenue
for financial reporting purposes, Penn Power began
recovering the revenues previously deferred in May 1990,
when rates were increased approximately $28,000,000
on an annual basis. Such revenues and associated interest
accrued for future collectin in connection with this
plan amounted to approximately §513, 384,000 as of
December 31, 1990, Accrued customer revenues
receivable within twelve months have been reclassitied
on the 1989 Consolidated Balance Sheet 1o canform to
the 1990 presentation.

4. Lezses:

The Companies lease a portion of their nuclear
generating facilities, certain transmission facilities,
computer equipment, office space and other property
and equipment under cancelable and noncancelable
leases,

In 1987 the Company sold a portion of its
ownership interest in Perry Unit 1 and Beave - Valley
Unit 2 and simultaneously entered into operating
leases on the portions sold for basic lease terms !
approximately 29 vears. During the term of the leases
the Company conti.ues to be responsible, to the extent
of its combined ownership and leasehold interest, for
costs associated with the units including construction
expenditures, operation and maintenance expenses,
insurance. nucleer fuel, property raxes and decommis-
sioning. The leases provide for adjustments to the basic
rental payments tor possible future changes in the
federal tax code, The Company has the right, ac the end
of the respective basic lease terms, to renew the leases
for up to two years. The Company also has the right to
purchase the facilities at the expiration of the basic lease

term or the renewal term (if elected) for a purchase
price equal to the tair mar! et value of the facilities
Consistent with the regulatory treatment, the
rental payments for capical and operating leases are
charged 1o operating expenses on the Cansolidated
Statements of Income, Such costs reflected on the
Consohidated Statements of Income for the three vears
ended December 31, 1990, are summarized as followe:

[T (ELE 1988
==

{Ire T henasanids)
Operating leases S130,138  S130978  S1R0,318

Amartization of
capital leases 7518 12,015 19.857

Interest on capiial leases 7.93) 96404 1 7.040
Total rental paymonts $143.577  $152,092 SISR2N0
FETESNESSIS SIS TS

The tuture minimum lease payments as of
December 31, 1990, are:

Capral Clperaiing
Leases | vases
et
1 thousands;
194 $ 17,155 $ 123049
19492 15,488 121811
1993 14,302 120,337
1d 14,185 120,091
1995 12,392 1199009
Years thereatier iIK.51K 2519266
Total migamum fease pavments  §211,060 $3 124,463
Executory costy 52916 f—
Net minimum lease payments 158,124
Interest partion 96,728
Present value of net
minimum lease payments 61,396
Less current portion 6,135
Noncurrent partion § 35.26]
R

§. Capitalization;

(a) Retained Earnings - Under the Company's
indenture, the Company’s consolidated retained
carnings unrestricted for payment of cash dividends on
the Company’s common stock were §377,763,000 at
December 31, 1990,

(b) Employee Stock Ownership Plan— [he
Campany established an Employee Stock Ownership
Plan Trust (ESOP) in October 1990 which will fund the
Company's matching contribution 1o its existing 401 (k
savings plan. The ESOP has the ability to borrow funds
to acquir shares of the Company's common stock which
will be allocated to employees beginning in June 1991,
The dividends paid on the stock acquired by the ESOP
will be used to service the debt and, under present tax
laws, will be deductible by the Company for income tax
purposes. The Company expects to ultimately lend the
ESOP $200,000,000 1o enable the ESOP to purchase
approximately 11,500,000 shares of the Company's
common stock on the open market. As of December 31,



1990, the ESOP had barrowed $40,000,000 from the
Company, of which $10,857 000 was used 1o purchase
627,400 shares of the Company’s common stock.

(¢} Preferred and Preference Stock —Penn Powe s
13% and |1 5% series of preferred stack have restrictions
preventing carly redemption through new issuances of
securities having interest or dividend rates less than the

ddend rates of the series being redeerned, All ather

eferred and preference sk may be redeemed in
whole, or in part, with at least 30 days but not more
than 60 davs natice. The optional redemption prices
shown on the Consclidated Statements of Capitalization
will decline to eventual minimums per share according
to the Charter provisions that establish ead’ .ories,

(d) Preferred and Preference Stock Sunject to
Mandatory Redemption — Annual sinking tund
provisions tor the Companies’ preferred and preferenice
stock are as follows:

. PR ... L. O .. SR . ..
Ohio Eedison —
Pretorred Stock  1350% 40,000 June | 1991
Preference Stock 10 25% 00 July | ()
Penn Power =
Preterred Stock K. 24% 5,000 December | i
VI 4,000 January | M
15.00% 3,200 July 1S @
FLSOS 5,000 July 15 {
1300 ERELE Jubv |1 (1)
1050% 100,000 April | 2040

(1 Retirements of this series have hegun

Preferred and preference shares are retired at $100
and $1.000 per share, respectively, plus accrued divi-
dends. The sinking fund requirements tor the next five
years are:

/

| 1991 $21,320,000

| 19492 8,120,000

l J949 K1 2006000

| 1994 8,120,006
1943 K1 20,000

i - S e e < R it .

Amaounts shown above tor 1991 include
$15.400,000 of preferred stock optionaiy redeemed
in January 1991,

(¢) LongTerm Debt— The mortgages and their
plements, which secure all of the Companies” first
rigage bonds, serve as direct first mortgage liens on
substantially all r-operty and franchises, other than
pecifically excepted ptoperty, owned by the Companies,

Base 1 on the amou it of honds authenticared by the

rustees through Dece mber 31, 1990, the Companies’

nnual s =king and imnrovement fand requirements
for all bo s sued under the mortgages amount to
£31,131.000. The Company expects to deposit funds
iv. 1991 which wi'l be withdrawn upon the surrender
for cancellation ¢ a like principal amount of bonds,
which are spec rically authenticated tor su h purposes

against unfunded praperty additions ur against previc
ously retired bonds, This methad ¢ an result in minot
increases in the amount of the annual sinking fund
requirements. Penn Power expects to satisty ity re-
quirements i 1991 by certitving unfunded pruperty
additions at 166-273% of the required amount.

Sinking fund requirements far Certain series of first
mortgage bonds and maturing long-term debt (excluding
capital leases) for the next five years are:

248 515,000

194914

1992 222 1RO

19493 64 699 00

a9l FOHD 49 5K 00N
210,50 1,000

1995

Amaunts shown above far 1991 include
$27,648,000 of first mortgage bonds optionally
redeemed in January 1991, The weighted average
interest rates shown on the Consolidated Matements
of Capita'ization relate to long-term debt outstanding
at December 31, 1990,

The Companies’ obligations to repay certain
pollution control revenue bonds are secured by several
series of first mortgage bonds and, in some cases, by
subordinaie hiens on the related pollution control
tacilivies. A portion of the unsecured notes outstanding
are entitled to the bemetit of irrevocable bank letters
of credit ot $282.412,000. To the extent that drawings
are made under those letters of credit o pay principal
of, or interest on, the pollution cantral revenue
bonds, the Company is entitled to a crediv on the
notes. The Company pays an annual tee of 4/10% to
1/2% of the amounts of the letters of credit w tiwe
issuing banks and 15 obligated to reimburse the banks
tor any drawings thereunder

The Company s party w « currency exchange
agreement to reduce potential risks arising from
exchange rate Hluctuations for payments of interest and
principal on its Swiss Franc Note, SFr. 81,000,000
principal - =ount (§44,000,000) due May 1993, Under
the currendy exchange agreement, the Company and
the counterparty exchange dollars tor Swi.  ancs w
mect all abligations under the note. Inth- v of
nonperformance by the counterparty, the Company s
relieved trom its obligation of payment pursuant to the
agreement and would have + =L interest and
principal payments by purchasing Swiss francs at the
spot rate in effect ar that time,

Nuclear fuel purchases are dnanced through the
issuance of OFS Fuel commercial paper and loans, bath
of which are supported hy a $450 000,000 long-term
bank credit agreement schich expires March 31, 1993,
Accordingly, the comme *cial paper and loans are
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NOTES continued

reflected as longterm debt on the Consolidated
Balance Sheets. OFS Fuel must pay a facility fee of
1 /8% on the total ling of credit aind a commitment
tee of 1/20% on any unused amount,

In Janwary 1991, the Company sold its right 1o
receive a portion of the monthly reservation charges
payable under certain wholesale power sale arrange
ments, to a speclal purpose trust. Sale proceeds to the
Company of $175,000,000 were barrowed by the
trust from institutional investars who will be repaid
by the trust in equa. monthly installments through
june 1996, as payments for the transerred reservation
charges are received. Repayment of the trust’s
borrowings are guaranteed by the Company The pro-
ceeds received by the Company were used to redeem
a like amount of shortterm debt: accordingly. approx-
imately §148,508,000 of short-term debt has been
classified as long-term debt on the December 31, 1990
Consolidated Balance Sheet to reflect the longterm
portion of the trust's notes (see Note 6).

6. ShortTerm Borrowings and Bank Lines

of Credit:

Short-term borrowings outstanding at December 31,
1990, include $100,039,000 of OFS Capital debt which
is secured by customer accounts receivable, OES Capital
can barrow up to §120,000,000 under a receivables
financing agreement at rates based on certain bank
commercial paper. OES Capital is required to pay a

fee of 4/25% on the amount of the entire finance

limit and 7/20% on the amount of borrowings out-
standing. The receivables financing agreement expires
November 27, 199].

The Companies have lines of credit with domestic
banks that provide for borrowings of up to $135.000,000
($107,000,000 of which was utilized at December 31,
1990) under various intcres. rate options. Short-term
borrowings may be made under these lines ot credit
on the Companies’ unsecured notes, To assure the
availability of these lines, the Campanies are required
to pay commitment fees that vary irom 1/8% to 1/2%.
Of these total lines, $70,000,000 expire in May 1991,
$5.000,000 in December 1991 and the remainder in
May 1993, OLS Fuel also had $90,00G,000 of short-
term borrowings at December 31, 1990, under the
credit tacility described above (see Note 5¢).

7. Commitments, Guarantees
and Conti~jencies:

Construction Program — The Companies’ current
budget forecasts reflect expenditures of approximarely
$1,500,000,000 ¢ property additions and improvements
from [941-1995, of which approximately $27%,000,00(
is applicable o 1991,

The CAPCO companies are continuing (o review
the status of Perry Unit 2. Carrently, no significant
work is veing performed on the Unit and the Companies
do not capitalize AFUDC. Until review of the status of
Perry Unit 2 has been completed, tnere will be no
detined schedule for its completion: the construction
estimates for the 19911995 period do not include any
amounts applicable ta Perry Unit 2 1f constraction of
the Unit were to be resumed. Possible alternatives being
reviewed with respect to Unit 2 in¢lude indefinite _
suspension of canstruction on the Unit, resumption of
work on the Unit and termination of the Unit. In
accordance with the CAPCO arrange ments, none of
these alternatives may be implemented without the
approval of each of the CAPCO companies,

Duguesne Light Company's (Duguesne) claimed
“de facte” abandonment, tor rate making purposes, of
its 13.74% interest i Perry Unit 2 was accepted by the
PPUC in a 1987 rate order and Duguesne was allowed
recovery of its investment in Perry Unit 2 over a ten-
year period. Duquesne has advised the PPUC that it
will not agree to the resumption of coratruction of
Perry Unit 2. Duquesne’s decision was independently
made and does not represent a decision on the part of
the Companies to abandon Unit 2 for rate making or
any ather purpases. However, any tuture decision on
the status of Perry Unit 2 will have to take into account
Duquesne’s position and ways will have to be tound to
accommadate this position if construction on the Unit
I8 1O resume,

As of December 31, 1940, the Company and Penn
Power had invested approximatety $ 142,000,000 and
§55.600.000, respectively, applicable to Perry Unit 2,
Delay in the completion of the Unit can be expected to
increase its total cost by amounts which are not presently
determinable. If a decision were made to terminate
Unit 2 certain costs which are currently assigned to
Unit 2 would be reassigned, where appropriate, to Unit 1,
However, cancellation charges pavable 1o contractors
and other costs of termination could be incurred.
Pending completion of the CAPCO review, the Company
is unable to predicr whether the construction on Unit 2
will cominue o atinued, on what basis such
vontinuation v p sceed.

It constructivn of Perry Unit 2 is terminated, the
Company would seek to recover i*s investment but
cannot now predict whether its investment in Unit 2
applicable 1o its PUCO junsdictional customers will be
recoverable. If no means of recovery of the costs of
Unit 2, in the case of termination, vere available to the
Company from its PUCO jurisdictional customers and
no other basis for recovery could be found or anticipated,
the Company would be required to write off the portion
of its investment applicable to its PUCO jurisdictional
customers. As of December 31, 1990, the Company
estimates that the maximum amount of such a wrire-off
would be approximately $210,200,000, net of income

1
!
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Aan taiect. The Company docs not presontly anthipate
that a weiteoff of cven this riagnitude, o required,
would of sell et its ability to pay common tock
dividends at curront levels, and studies indicate that the
magnitude of any such write-olf could be much smaller
I, despite s best current inlormation, a much lerges
write«ofl were required, depending upon the timing
dnvolved, such a write-off could temporarily affect the
Company's ability 1o pay commaon stock dividends at
cureent Jevels. Based on Section 520 of the Pennsylvania
Public Unility Code, Penn Power believes it could
recover its investment in Perry Unie 2 with reapmt to
s PPUC jurisdictional customers. I iy
If a decivion were made 10 terminate Pern llntt &
cony lidated net income would be reduced at that time
by the ditferese between the cost of Perry Unit 2 and
the present value of revenue o be collected from retail
Jurisdictional customers applicable w the Unit. The
FERC has revised its policy with respect to recovering
the costs of terminated construction projects. As a
result, it Perry Unit 2 were terminated, the Companies
would be required to write off one-half of their respective
investments applicable to their FERC jurisdictional
ustomers if and to the extent that the FERC revised
policy s applicable. Under such circumstances, the
remalning costs, plus a return on the unamortized
tnvestments, would be recovered from their FERC
risdictional customers.
Guarantees—The Companies, together with the
r CAPCO companies, have several guarantees of
certain debt and lease obligations In consection with a
| supply contract for the Bruce Mansticld Plant. As
of December 31, 1990, the Companies shares of the
rantees were $141,600,000, The price under the
I supply contract, which includes certain minimum
yments, has been determined to be sufficient to satisty
the debt and lease obigations. The Companies’ total
yments under the coal supply contract amounted to
$114,077.000, $105, 154,000 and $100,047,000 during
1990, 1989 and 198K, respectively. Under the co
supply contract, the Companies’ future mini.aum
ents are:

i) $25; 5‘)8 0
1992 24,584,006
1993 2 TA 000
149494 22594 MK
14995 21 A5 000
Years thrn'.un-v 40,198 u(m
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Enviroamental Matters —\arious federal, state
local authorities regulte the Companies with regard
air and water quality and ether environmental matters,
e Companies have estimated additional capital
xpenditures for environmental compliance of
roximately $207,006,000, which is included in the

canstruction forecast under “'Construction Program”
tor 1941 through 1995 Additional amounts may be
roguired due to the Clean Air Aot Amendments
discussed below

On Noverber 15, 1990, the President of the United
States signed the Clean Air Act Amendments of 1990
(Act). The Act requires significant reductions of sulfur
dmide (30 )) and oxides of nitrogen from the
Companies’ coal-bired generatng units by 1995 and
addinanal emission reductions by 2000 Comphiance
options include, but are not limited to, installing
additional pollution control equipment, burning less
polluting tuel, purchasing emission allowances trom
athers, and retiring facilities, The Companies are
required to submit compliance plans to the Environ
mental Protection Agency (EPA) indicating how their
facilities will comply within 27 months of enactment.
These comphiance plans must be consistent with
regulations that the EPA s to promulgate within
I8 months. In addition, the EPA i required to perform
studies, the first of which is due with.a three years,
of the potential hazards to public health anticipated o
oceut as a result of the emission by electric utilities of
certain potentially hazardous air pollutants, The EPA
is to submit the results of these studies 1o Congress
together with recommendations far further control
requirements, The Companies are evaluating the Act
and the various compliance options available and have
not yet de cermined the ultimate cost of compliance

Violi gon of SO, regulations can result in significant
civil and/oy <1 iminal penalties as well as injunctive reliet,
including shut'own of the ger srating unit involved.
The EPA has an interim entorcement policy for the SO,
regulations in Ohio which allows tor compliance with
the regulations based on a 30-day averaging period
The EPA has informed another Ohio eleatric utility of
changes in the interim enforcement policy including a
revision of the methad of calculating emissions. While
the Campany does not agree with the EPA's position in
the matter, the Company expects to e 1y with all
legal requirements. The Company cvm predict what
action the EPA may take in the futune with respect to
the interim enforcement policy. In addition, the EPA
has issued Notices of Vielation (NOV) regarding SO,
emissicns at the Company’s Sammis, Niles and Gorge
Plants. The EPA and the Company have reached
agreement on Administrative Orders resolving the NOV's
at the Sammis and Niles Plants. These Orders require
demonstration of compliance through the use of certain
emissions tests and do not require monetary penalties.
Negotiations on the resolution of the NOV related 1o
the Gorge Plant are continuing.

n



NOTES continued

In April 1988, several states, the Province of Ontaria,
and several environmental groups petitioned the EPA 10
conduct a rulemaking under Section 115 ot the Clean
Air Act, Section 115 is that portion of the Clean Air
Act which addresses pollution across international
boundaries. The p wtitioners ¢laim that the EPA has
already determinea that sources in midwestern states
contribute o air poliu-ion which they allege
endangeting public heath and welfase in Canada. The
EPA is vaing asked o officially contirm this determina-
tion. The EPA has informed the petitioners that it does
not presently have sutficient information to act on the
petitions. The Companies are unable to predict the
outcarae of this proceeding,

During the past several years, the US. 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 limits for SO,. Portions ©+ « latest EPA
regulations were reversed and reman de L by the Court
in January 1988 as a result of appeals by the Companies
and others. After the EPA promulgates new regulations
in conformity with the final Court decision in this
matter, Ohio and Pennsylvania must then review their
emission limits to ensure conformance with the new
EPA regulations. Such review could result in more
stringent emission linits for some existing plants and
increased capital costs and operating expenses. The
Companies are currently unable to predict the outcome

sires 1n Pennsylvania. The Companies have submitted

detatled comments on the proposed regulations object-

ing to and proposing changes to certain provisions.,

Final regulations are expected to be issued by mid- 1991,

The Companies are unable 1w predict the requirements

! the final regulations and the cost of compliance.
With respect to the environmental matters

desc cibed above, the Companies expect that any result:

g additional capital costs which may be required, as
well as any required increase in operating costs, would
ultimately be recovered from their customers.

8 Sumimary of Quarterly Financial Data
{Unasudited;:

The tollowing summarizes certain consolidated operating

results by quarter for 1990 and 1989,

Devembwr
1. HN0

Manch june
1, 1990 W 1w

Septenitwr

Threr Maonths | sded W 1w

(In thousateds. except per share amounts)
Operating Kevenuss  $559.602 $622.947 $572.814 $570,101
Operating Expenses

andd Taxes (Note §) 41899]  JU74%) 446,100 452604
Operating Income 10671 125457 126651 117,498
Other Income and

Deducrions 1515 1.747 ) (30)
Net Interest and

Oth « Charges

{Note 3) 45530 41934 ST660  B4OR6

Net Income  § 96656 § 81270 § OROIKS § 12,762

Earnings on

Common Stock $ BUT72 8 o d46 § 62001 § 25837

th d '
of these procecdings. Weighted Average
in June 1987, the EPA announced regulations Number of Shares
covering small particulate matter emissions from ut.lity of Common Swock . ,
“ y : Outstanding 152569 152509 152569 152569

bailers. Although the Companies have power plants in

one of the two counties in Ohio where EPA computer Earnings per Share
| modeling predicts that excessive small particulate uf Cominen Sk § _ §%0 4 817
] emissions will be tound. the Companies are unable to
| predict the ultimate effect of these regulations. e Mo hies | e e W L)

rie Maonths Eoded . IR R L 194 .

! On February 24, 1990, the Pennsvivania e

(In thousands. except per share amoants)
Operating Resenues  $546,708 $512583 $549.4970 $345.706
Operating Expenses

Department of Environmenital Resources issued pro-
| posed regulation . dealing with the storage, treatment,

‘__‘ ﬂ'ﬂMPOﬂMiUB and dl’apmal of residual waste such as aid Taxes M3031  IB2RTL 402898 422510
\ coal ash and scrubber slgdge. The proposed regulations Opereting Ineome 14077 129712 147072 121198
L impose substantial additional requirements relating to Oxhier-ineoine and
: permitting, ground water monitoring, leachate collection Deductions 695 3961 654 6926
fl systemns, closure, liability insurance and operatirs Net Interest and
‘ » - . . (" » 31.247 $
{ matters. These requirements could result in tue closing Sher Vhupe S1441 _Shie ) e
| of or substantially increased operating costs at existing Net lnctme § 98815 § 82660 § YBOI § BlAM
| ' Farning: on
' Common Stuck $ Y1624 S 75620 8 91081 § 74605
3 Weighted Average
. Number of Shares
‘ of Cegamon Stock
) Outstanding 152500 152509 1° 578 |52.5(89

Earnings per Share

of Common Siick 60 53¢ 560 $49
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Stockholders and Board of Directons
of Ohio Edison Company

We have audited the accompanying consabidated balange
sheets and cansulidated statements of capitatization of
Ohio Fdison Campany (an Ohio carporation) and
subsidiaries as of December 11, 1990 and 1989, and
the related consolidated statements of income, retained
earnings, capital stock and other paidin capital, cash
flows and taxes for cach of the three years in the period
ended December 11, 1990 These tinancial statements
are the responsibility of the Company’s management
Our responsibility 18 to express an opinion un these
financial siatements | ased on our audits

We vonducted our audits in accordance with
penerally accepted auditing standards. Those standards
reguire that we plan and pertorm the audit 1o ubtain
reasonable assurance about whether the tinancial
statements are free of material misstatement, An audit
includes examining. on a tes. basis, evidence sup:
porting the amounts and disclosures in the financial
stateme.ts. An audit also includes assessing the
accounting principles used and significant estimates
made by management, as well as svaluating the overall
financial statement presertation. We believe that our
audit: provide a reasanable basis tor our opinion

NAGEMENT REPORY

he consolidated financial statements were prepared
by the managenent of Ohio Edison Company, who take
responsibility for their integrity and objectivity. The
tate nents were prepared in contormigy with generally
accepted accounting principles and are consistent with
other financtal information appearing elsewhere in this
ppart. Arthur Andenen & Co., independent public
countants, have issued a report an the Company's
ancial statements in which they comment on the
rability of the Companies’ Perry Unit 2 investment,
The Company’s internal auditors, who ae respon
pible to the Audit Cammittee of the Board of Directon o,
review the results and performance of aperaving units
whin the Company tor adequacy, effectiveness and
Hability of accounting and reporting systems, as well
ps managerial and operating controls,
The Audit Committee consists ol four nonem-
wee directors whose duties include; consideration of
he adequacy of the internal controls of the Company

In aur apmnion, the tinancial statements referred
ta above present fairly, in all material respects, the
Hoancial positian o Ohio Edison (€ ompany and
subsidianios as of December 31, 1990 and 1984, and
the results of their operations and their cash flows
for each of the three years in the period ended
Docember 31, 1990, in canformity with generally
accepted accounting principles

The status of Perry Unir 2 is currently belng
reviewed by the CAPCO compantes. As discussed in
Note 7 ta the consohdated financtal statements, possible
alternatives being considered include indefinie
Mspension, resumption of work and termination ol
the Unn. Because the € ampanics are unable o predict
the results af the review, they cannat nos prredict
it construction of Perey Unie 2 will be terminated
and, o wrminated, 1o what extent the ompanies’

investments wili be recoverahie

mw ‘!c{z

Arthur Andersen & Co

New York, NY
February 5, 1991

and the ohjectivity of Bnancial reporting: imguiry into
the nuniber extent, adequacy and validity of regular
and special audies conducted by independ._nt pubilic
accountants and the internal auditors; the recom:
mendation to the Board of Directors of independent
accountants o conduat the normal annual audi

and special purpose audins as may be required, and
reporting to the Board of Directors the Committee's
findings and any recommendanion tor changes in
svope, methods ar procedures of the auditing

tuncticns. The Audit Committee held three meetings
during 19490

Vem i N

HLP Burg ML Wagner
Sentor Vice President Comprroller
Chiel Financial Ofticer
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CONSOLIDATED FINANCIAL STATISTICS

MRS

. *
i Eediszin® mpans |

1990 1R 1Rk 1NK7 PRt K3 1480
SRS SEmTEE
{Oalbars i thousends, Sacip por shiste steinizg
General Financial Information |
Operating Kevenues $2,225,824  $2.154.969 $2142572 S1.77955¢  $1.741.900  $1.754.749 81,080,869
Operaning Incor $ 510,279 § 541659 § 496995 § JUT 46K S JN2357 8 380, 54 & 169,383
Farnings an Cammaon Stock $ 254048 § 3312932 § IBGUTO S Jed657 8 359K25 S 3IK0T3 8 104013
SEC Ratio of Earnings te Fixed Charges 1.97 204 {65 230 234 420 200
Net Utilien Plant at
December 3 $6,049.219 S6ORLTIT  S6.048034  $6,336,099 721,741 6644750 $1.435.2067 |
Capital Expenditures $ 270993 § 3R041 § 221583 4 705242 % TI6A9E & K264 § 515,020
Capitalization at Uecember 31
Common Stockhelders' bquity $2.845,189 $2.365906 $2.530975 82651325 82541712 S2.234056 §1.067.524
Preferred and Preference
Stock Not Subject to
Mandatory Redemption 3154240 154,240 154,240 404,240 455,567 67 940 106,905
Prefersed and Preference
Stack Subject 1w
Mandatory Redemption 62,822 89,562 96,802 145,351 160,744 176,644 156,450
Long-lerm Debt 3,108,248 1073796 3208383 3 332R38  A661R61  1A6A399 1859384
T al (‘2uahum-n $6,067,469  SGOKLE04  $6,190,370 0333774 S6K1934 $6.345.339  §3,090,263
—
Capitalization Ratios at December 31
Common Stockholders” Equity 41.9% 42.2% 40, 9% 40.6% 17.3% §5.2% 31.5¢
Preferred and Preference Stock Not |
Subje 't to Mandatory kedemption 5.9 T8 5.7 62 6.7 74 9.1
Preterred and Preference Stock |
Subject to Mandatory Redemption 1.0 1.5 1.6 2.2 2 25 4.0
Longlerm Debt 51.2 LA 318 51.0 §3.7 346 548
w__—_ 100.0% 100,0% 100 0% 100.0% 10G00% 100.0% 10047
= R = SO e S ERTST
Cost of Preferred and Preference Stack
“hatstanding at December 31 8.59% 8.72% 8.71% G IR%, 9.66% 10-00% 818
Cout of Longderm Debt Outstanding |
at December 31 9.28% Q67% 10,245 10.22% 10.29% 10.88%, 10.71
Common Stock Data
Earnings per Avers ge Common Share $1.67 $2.18 $1.22 §2.40 §2.47 §2.45 §.52
Return on Average Commaon Equity 9.9% 13.0% 7.0% I LR% 14.9% 15.2% 9.7
Dividends Paid per Share $1.73 $1.496 $1.96 $1.96 $1.92 S1.88 $1.76
Common Stock Dividend Fayoat Rato 104% 90% 161% 5% 78% 77% 116
Common Stock Oividend Yield :
at December 31 8 K% 8 3% 10.4% 9. 7% . 8% 11,5% 148
Price/Earnings Ratio at December 11 10.3 0.9 155 84 79 6.7 78
Shares of Common Stock
Outstanding at December 31 (000) 152,569 132,364 132,508 152,398 149,815 137089 68,326
Book Value per Cammon Share
at December 31 $16.68 §16.82 S 1660 $17.40 $16.97 $16.30 $15.58
Market Price per Comman Share
at December 31 $17.125 $23.75 SIRRTS $30.135 Sias0 $S16.375 SILR7S
Ratio of Market Price 1o Rook Value '
per Share at December 31 103% 141% 114% 1 16% 115% LO0%,
S
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SOLIDATED OPERATIING STATISTICS

¥t T idosem { oAy

1990 184 RN 1987 [Rt |85 1980
ue From Flectric Sales (Thousands):
Residential $ 768,226 5 749345 8 T a1 8 422 14& $ 615,262 8 60048 S JuRs)
Commergcial 586,947 S5K.524 au.s.‘% 454706 449,590 413,445 Q0K TRS
Industrial SN0.624 554,047 17,168 uum 449 192 476,257 130.717
Oﬂwv m,nu 19, 768 m 521 04454 m. 345 h-l 708 .o 4m
\uhmm 1 072 515 1.40] 675 | hM '~0‘l 1,599,072 | ATH 589 l %74 K91 I U-lh 7«'
Sales 1o Lhiilinies 227'1170 2 ‘a 155 254,052 |-’so. hH 137 u‘u 159, w, 12 ;M
Total $2,200208 $2.129830 SLUIKST3  $1,755.708  S1.716,583  §1.744150  $1,061. 138
enue From Flectric Sales (Percenty
Residential 34.9% 315.2% 14, 4%, 35.4% 15 8% 34 6% 37.6%
Commuercial 26.7 26.2 2%.2 259 26.3 250 353
Industrial 26.4 260 353 J5K 26.2 27.5 §1.2
Orther 5.7 18 N 4u Hi 1.7 4.7
\utmn.d 89,7 8493 CERY ‘n 1 a u 00 K OK% K
Sales to Utilities |o I )u 7 2.0 Ku (3 9.2 1.2
L S R o SRR IS S : : e L L ey . e i A
Total loo o% lun U'h mu % 106 0% 10K 0% 100 (0% 100.0%
att-Hour Sales (Millionsy
Residential 7.527 7.619 7028 7,290 7 046 6,791 6801
Cammercial 6.170 0,2 34 6,000 5,782 5,560 5,266 4812
Industrial 9872 8,795 G872 9067 K533 K.751 8909
Other 6N 157 - 134 1,310 1,142 L 144 1,370
Subtotal 24,137 24,005 3t.7w 23438 2.‘ 131 *ms, 2189
Sales to Unilities 717 l ?.87 } 10,966 6,252 5815 6,929 EUN
Total it m) J1.R7R 35.6K5 :u,, ) 28166 28 886 22,394
e
ustomers Served at December 31
~ Residential 928,026 G919.935 911,158 402 466 894 164 AER, 107 B6H7 447
- Commerciai 103,297 102,055 100 ROR 99,322 97,183 96,048 88,503
Industrial 1032 2R 16 2,624 2452 2,219 2,021 1,059
 Other 1.061 883 918 Ral 802 842 704
} Total l m! 416 1.025,708 1.015, sna 1,005,121 994 388 GR7 068 937,715
Average Annual Residential
 kWh Usage 5,159 8116 8425 §.140 7.924 7.682 7.870
Average Residential Price
- per kWh 10.23¢ 9 h4e 4.40¢ g 3¢ 8.73¢ LE ST 5.86¢
“ost of Fuel per Mllon B $1.27 $1.26 $1.30 $1.32 $1.40 $1.47 £1.53
senerating Capability at
December 11
Coal 77.9% 7.9% 77.9% 77 9% 8. 1% KU, | % Ky 9%
ol & 2.7 2.7 =7 y 0 1.0 6.4
; Nuclear 194 N 4 194 19.4 7‘5 79 7.5
foal 100.0% Im.mu lm.cm 1060.0% u)n (% 100 (%% 100.0%
=X =3
of Electric Generation:
77.3% K2 1% 77.0% 87 4% 91 0% 89 3% 9R. 7%
il - -~ - - - 0.6
Nuclear 22 7 17, n 230 12.6 9.0 10.7 07
F Tontal wo.ms 106 w*.. un) (4 100, m. 10601, LOKL Oy 1000
= -
K;k Load-Megawatts 5.394 5,152 5027 4,579 #,241 4,084 4,210
bumhw ot lmplme{-s at
l December 11 6.792 6,903 7.180 7,266 7.383 7,496 7,503
!
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STOCKHOLDER INFORMATION



. ’
Board Of Directors

Donald €. Blasius, 1
President of Whike Consalidated
Industries, tne | Clev fand, (hio
(home and commercial appli
ancos, oatdoot and wdustrial
pludm 18, butlding companents)
Member, Finance Cominitiee,
Naminating Commitiee

Plected 19%)

H. Peter Burg, {1
Serior Vice Preaudem of
Ohio Fdison. Membwer
Finance Committee
Flected 1984

Robert 1. Carlsan, 6
Retived, formerly consultant and
Prosident and Chuel | xecutive
(fticer of Universal Bundle
Corporation. New Castle,
Fonnsy lvania (plusabing Bstares)
Membes, Audie Cammitiee
Flected 1987

Dan R. Carmichael, 46
Chairman of the Board,

Prest fent and Chwel Executive
(Micer of The Shelby Insurance
Company, Shelly, Olio
{divsrsified msurance)

Elected 1990

De. Lucille G Ford, 64
Provost ot Ashland Liniversity,
Asiland, Ohio Chairman,
Nominating Committee;
Member, Finance Commitiee
Flected 1979

Robert L. Loughhead, 61
Rettred, formerly Chateman of
the Board, President and Chiel
Executtve Officer of Weirton
Steel Corporation. Weiron, West
Virginia (stewl products). Chair
man, Compensation Committes;
Member, Audie Committes
Elected 1980

Glenn H. Meadows, 0]
Retired, farmerly President and
Chief Exevutive Ofhicer ol

Me Sl (Ohio} Carporation,
Akron, Obio (manutaciured
products). Member, Audit
Commiitee, ( umlu'us.lnnn
Comniittes

Clected 1951

R e e

William R. Miller, 02
Fresident o MNational

Manubas turing & Desipn Corp,
Altiams, Kensucky (Clothmg)
Momber, Compensation
Comminier

Flected 1985

John Nelson, (8

Ketired, tormerly Chairman ol
the Board and Chuef | secutive
Ofhcer ot € ammercial Shearing
Inc,, now Cammercial oterech
Corp., Youngstown, Ohio (eo
pineered metal components
Member, Campensation
Coommiftes

Flecied 1982

Charles W, Rainger, 57
Presideni of Sandusky Foundry &
Machine Company, Sandusky,
Ohio (contritugal castings)
Member, Compensation
Committee

Flected 1987

Justin E. Rogers, Jr., 6]
President of Ohio Ldison and
Charman ol the Roard ol iis
subsidiary, Pennsylvania Power
Chairman, Finance ©ommities,
Member, Nominating Committee
Flected 1970

George M. Smart, 45
Prestdent and Chief | xecutive
Officer of Central States Can
Co, Mansillan, Ohier (rigned
contatners) Member, Finance
Cammitiee

Hocted | U8R

Douglas W, Tschappat, 6.3
Execative Vice Predident of
Ohnies Edison

Plected 1980

Frank (. Watson, 66

City Manager for the Uity

of Canfield, Ohie Chairman,
Audit Commuttee; Member,
Notanating Comnuties
Flected 1974

Dhrector Bivteriius

Fred M. Zuck

T RS T T P -

(B R ETR

Justin T, Rogers, |r.
Fresident

Douglas W Tschappat

Fxecutive Vice President

H. Peter Burg

Sentor Vice President

Robert | McWhaorter

hetior Vice Presudent

Anthony | Alexander
Vice President
and General L ounsel

John A Gill

Vice Presiden

Anthony N Gorant
Vice Proadens

Barry M. Miller

Viee Peesident

David L. Yeager

Vice Prosudemt

Gregory L La¥lame
hecretary

Renneth | Verbic

Treasurer

Harvey L. Wagner

Camptzolier

Nancy C. Brink

Assistant Secretary

Theodore F Struck 11

Assistant Treasurer

Howard J. Tuber

Assistant € ompud plier

LIV Mx;rn,huv‘

Robert L. Kensinger

Akron [hwivior

Gary M. Stair

Bay Dévision

Malcolm . Cash

L ake Live Division

Fred M. Lents
Mansield Davinioen

Fred K. White

Marian [nvision

Mark T Clark

Springtiehd Division

Larl T Carey
Stark D hvision

Fdward 1. Beil

Warren [ ivision

Peter A Fetterall

Youngstown Divisien
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