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Pennsy!vama Power & Light Company | |
TWO North Ninth: StreetoAllentown, PA 181011179 ~~610/774-5151 i

_Paul E. Russeft
Associate General Counsel
- 610/774-4254 -

FAX: 610/774-6726
March 18, 1994

'HAND DELIVERED

John G. Alford, Secretary
Pennsylvanla Publlc Utlllty Comm1551on
, 0. Box 3265
: Harrlsburg,ﬂpennsylvanla 17105—3265

G-=00940388
Re: ,Applxcatlon.of Pennsylvania Power & M;msmmss
Light Company for: (1) Pennsylvania
 Public Utility Commission Approval,
Pursuant to Chapters 11, 19 and 21 of
the Pennsylvanla Public Utility Code, f%
of Certain Transactions and Agree-
ments to Be Undertaken in Connection.
with the Establishment of a Holding
Company Structure; and (2) Pennsyl- -
vania Public Utility Commission Cer-
tlflcatzon to the Securities and
Exchange Commission Pursuant to Sec- s
~tion 33¢(a) of the Public Utlllty o
- Holding COmpany Act of 1935
Application Docket No.

. Dear Mr. Alférd:

: ‘ Enclosed for filing on behalf of Pennsylvanla .

'PGWer & Light Company (PP&L) are an original and e;ght (8)
ccples of the above-captioned application. 1In this applica-

fdon, PP&L is requestlng approval from the,PennsylvanLa :
Public Utility commission (PUC) for certain transactions and
agreements to be undertaken in connection with establlshlng a
“holding company structure to facilitate pursult of
unregulated business opportunities.

g Spec1flca11y, PP&L is requestlng that the PUC take
: four separate actions: ;




John G. Alfcrd, Secretary -2 = March 18, 1994

e Issue certificates of publlc convenlenceupursu—
~ant to Chapter 11 of the Public Utility Code
{Codel; ‘

- & .Register a Securltles certlflcate/pursuant to
' Chapter 19 of the Code; - ‘

e Approve affiliated 1rterest agreements pursuant
- to Chapter 21 of the Code; and

e ZIssue a certification to the Securities and
- Exchange Commission pursuant to Section 33(a) of
the Publlc Utility Holdlnq Company Act of 1935.

,~PP&L has enclosed with this appllcatlon,tWQ (2) checks for
- $350 to cover the fees required for flllngs under'chapter 11
- -and Chapter 19 of the Code.

PP&L has prov1ded a copy of the enclosed appllca*
tion to the Office of Consumer Advocate, the Office of Small
Business Advocate, the Commission’s Office of Trial Staff and
counsel fcr~the.Lehlgh\Valley‘Power Committee. In addition,
PP&L is providing notice of this filing to all of its
custcmers through an insert in each customer’s April bill.

: 1f you Have any questlons regardlng the enclosed
' appllcat;on, please call.

‘Véry truly yours,

'Paul_EajRﬁssell
Enclosures

cee: Irwin Al Popewsky, Esqulre
Bernard A. Ryan, Jr., Esquire
Charles F. Hoffman, Esqulre

~ David M. Klepplnger, Esqulre



§ Pennsylvania Power & Light Company
Two North Ninth Street-Anemdwn, PA 1810111794 215/774-5151

- Paul E. Russell i
Assoctate Generat Counsel
10)774-4254 : )

FAX: 610(774-6726 ,
March 22, 1994

FEDERAL EXPRESS

Frances A. Osman
Pennsylvanma Public Utility Commission
North Office Building, B-20
 Commonwealth Avenue and North Street
Harrisburg, Pennsylvania 17105=3265

, : 2 AR 2 2 1994 £
Re:  Application of Pennsylvanla Power &

- Light company for: (1) Pennsylvania _SECRETARY'S OFFICE
Public Utility Commission Approval, PulcUBMyCmnmwﬁon
Pursuant to Chapters 11, 19 and 21 of
the Pennsylvania Public Utility Code,
of Certain Transactions and Agree-
ments to Be Undertaken in COnnectlon
with the Establishment of a Holding

- Company Structure; and (2) Pennsyl- W
vania Public Utility Commission Cerog}ézégﬁﬂﬁgﬁgzaj
tification to the Securities and i Ve Nl Bl o
Exchange Commission Pursuant to Sec- e ' i
tion 33(a) of the Public Utility MAR2 919@% f
Holdlng'COmpany Act of 1935 L ‘ i
Application Docket No. =~ B ¥

Dear Ms. Osman:

Pursuant to our discussion today, enclosed is an
orlglnal copy of the above-captioned appllcatlon, 1nclud1ng
an orlglnal of the affldav1t

, 1f you have any additional questlons regardlng thls
‘/flllng, please call.

Veryj truly yours,

Paul E. Russell

Enclosure




- PENNSYLVANIA PUBLIC UTILITY COMMISSION

In Re: Application ofv'
Pennsylvania Power & Light

. Company For: x
{1) Penmnsylvania Public

 Utility Commission Approval,
Pursuant To Chapters 11,
15 And 21 Of The Pennsylvania

Public Utility Code, Of
Certain Transactions And

Agreements To Be Undertaken

In Connection With The

- Establighment Of A Holding

Company Structure, And

(2) Pennsylvania Public Utility

Commission Certification

To The Securities And Exchange

- Commission Pursuant To

- Section 33(a) Of The Publie

'_,Utility'ﬂblding Company

. OF COUNSEL:

~ MORGAN, LEWIS & BOCKIUS
2000 One Logan Square
 Philadelphia, PA 19103

DATBD:‘ : Hﬁr_ch’ 18, 1994

PENNSYLVANIA POWER
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In Re: Appllcatlon of
Pennsylvania Power & Light
Company For:
{1)- Pennsylvanla Public
Utility Commission Approval,
Pursuant To Chapters 1I, '
19 and 21 Of The Pennsylvania -
 Publi¢ Utility Code, Of

BEFORE THE S
PENNSYﬁVANIA PUBLIC UTILITY’COMMISSION

‘ ~Applicationvﬁbcket'Nbi

D Y I TR TN Y A T 7Y

te

Certain Transactions And R

Agreements To Be Undertaken
In Connection With The

DY

'Establishment Of A Holding ;

- Company Structure, And
A2) Pennsylvanza Public Utlllty
rg,“eommmSSLbn Certification
. To The Securities And Exchange
Commission Pursuant To

e oA Ay we ew

Section 33(a) Of The Public :

‘“:1f'ﬁtmllty Holding Company
e Aﬂt of 1935 E

AT

‘:'TOfTH§~PENNSYLVANiA PUBLIC UTILITY COMMISSION:

1.

Thefname and‘address of the-Applicant are:

Pennsylvanla Power & nght Company
Two North Ninth Street
Allentown, PA 18101

The names and addresses of Applicant’s attorneyé are:

David B. MacGregor
Morgan, Lewis & Bockius

2000 One Logan Square

pPhiladelphia, PA 19103>
(215) 963~5448 _

G. D. Caliendo '

Senior Vice President, General Counsel & Secretary
Paul E. Russell

Agsociate General Counsel ‘

Pennsylvania Power & Light chpany

Two North Ninth Street oy

Allentown, PA 18101 .

(610) 774-4254




3. Pennsylvania Power & Light Cowpany ("PP&L") igs a

corporation which was organized on June 4, 1920 under the laws of
the Commonwealth of Pennsylvania to exist perpetually., PP&L is

‘subject to the Pennsylvania Associations Code, 15 Pa;C.s,f§‘101

et seq., including the Pennsylvania Business Corporation Law of

1988, 15 Paﬁc.s‘”§k1101 et seg.,~for the'government‘anﬂ

regulation of its affairvs. PP&L is vested with lawful authority

to supply and is supplying to the public electric light, heat and

‘power service in twenty-nine counties in central eastern

Pennsylvania. In providing this service, PP&L is subject to the

~ Public Utility Code (Code'), 66 Pa.C.S. § 101, et seq., and

regulation by the Pennsylvania Public UtilitijommiSSibn
("Commisgsion") thereunder. ‘
4. PP&L Resources, Inc. ("Resources") is a corporation

organiZed.under the Pennsylvania Business Corporation Law of

1988, 15'Pa.cgst‘§ 1101 et seq. Resources was inCo:porate& on -
- March 15, 1994. Pursuant to the terms of a suhséripticn
‘ agféemenﬁ dated March 16, 1994, Resoutces, upon appropriate,
kkébﬁmissiOﬂyapproval, will become a direct wholly-owned subsidiary
ﬁ'oﬁ ?é&b‘ A copy of this subscription agreement is;attachea‘as
. Bppendix A. Thereafter, upon receiving shareholder and othes
'épprgpxiate regulatory approvais, Resources will become the

‘holding company parent of PP&L.

5. After the creation of the holding company structure,

PP&L and Resources will be affiliated companies under Chapter 21

P




of the Code by virtue of Resources’ ownership of more than 5% of

PPEL’ s common stock.

6. DPD&lL owns one-third of the capltal stock, Wthh
- represents one-half of the voting sLock of Safe Harbor Water
Power Corporation ("Safe Harbor"). As a resultl PP&L is a
‘,hoiaing‘company under the Public Utlllty‘Holdlng:Company Act‘ofe
11935, 15 U.S.C. § 79, et seq. ("Holding Company Act"). However,
because it is predominantly a public utility company,whose" |
fioperatlons do not extend beyond Pennsylvanla, PP&L is exempﬁ from
e:all of the provisions of the Holding Company Act except Sectlon
9{a) (2) thereof. Resources algo will be a holding company’under
i the Holding Company Act but will qualify for an‘exemption because
Resources and the electric utility subsgidiaries in'the holding
'eompany group (PP&L and Safe Harbor) are predominently intrastate
fln‘character and carry on their businesses in Pennsylvanla where

all three companles are organlzed

7. At December 31 1993, PP&L served\approx1mately 1.2

million custowmers. Attached as Appendlx B is a table showing the

- number of customers, by claSSes, to whom PP&L furnlshes electric

utility service.

8. Attached as Appendlx c is a‘balance sheet for PP&L as

of. December 31, 1993.

9. Attached ‘as Appendix D is an income statement for PP&L

for the 12 months ended December 31 1993

sl



10. ALl the annual reports, tariffs, certificates bf
ndtification, applications for certificates of valuation,
, app1ications for approval of the issuance of Securities;'and
’securities~6ertificates,kfiled with the Commission by PP&h and by
its predecessor, constituent, and affiliatea:companies are made a

 part hereof by reference.

; 11;"With the pasSage of the Public Utility'Regulatory" _
‘Pélicies Act of 1978 ("PURPA"), and the Energy Policy Act of 1992
‘C“Enérgy Act"), the electric utility industry in genéral, and
PP&L: in particular, have experienced a Sigﬁificant increaSe in
the level of competition in the market for'the'generation and
gale of electricity. PP&L has already béén reguired under PURPA
to purchaée'Sﬁbstantial amounts of energy from non-utility
generators. The Energy Act further reduces barriers to‘market,
entry for companies‘that wish to build, own and.operaté electric
generating facilities‘ The Energy Act also promotes competition;
by authorizing,the Federal Energy Regulatory Commission to |
’require wheeling for wholesale power transactions,‘ The clear
in&ént of the Energy Act is to permit buyers of electricity to
feach,muitipie sellers. The increased COmpetition facin§ the
féleétric utility industry has beeﬁ‘Well docuniented and is

‘ undoubtedly the most significant issue facing the industry today.

12. In order to respond effectively to this increased
competition, PP&L, after extensive investigation and analysis,

has determined that, in addition to responding to competition in

e



iﬁs existing{markets, it also must position itself tb explore and
take advantage of Qotential business opportunities outgide of its
 present markets in central eastern Pennsyl&ania; Pursuit of
tﬁese opportunities will piay an important role in maintaining
PP&L’'s long-term financial viability, which is neCessafy for it

to continue to provide reliable service to its retail customers.

13. PP&L,is.currently investigating a variety of buSineSS
opportunities, both in domestic and international markets. PP&L
‘has not yet aetérmined»what specific investments it will pursue,
but is currently foéusiﬁg on those opportunities'which,relatefto
its present core business--the generation, transmissidn and

distribution of electric energy.

14, Initially, these unregulated buéiness activities will
be conducted through Power Markets Develdpment Company {("Powex
"Markets"), currently a whcily~owned sﬁbsidiary of CEP Group, Inc.

("CEP"), which in turn is a wholly-owned subsidiary of PP&L}H
‘Power Markets was formed on March 9, 1994, and has been funded
with a’$50 million capital contribution from PP&L’s interhally
‘generated funds, in order to take advantage of busmness
opportunities in the near term. PP&L expects that the amount
vihvestéd in.unregulated business activities may‘increase over
~time an& antLC1pates that parsult of these expanded activities

‘ may requlre the creation of additional subs1d1ar1es.

1/ CEP was orlglnally'1ncorporated,as a dmrect wholly-owned
subsidiary of PP&L in the late 1960’'s under the name of
Service Development Company ("SDC*) .

.5



'15. PP&L could continue to pursue unregulated business
opportunities through Power Markets and other‘subsidiaries as
. second-tier subsidiaries of PP&L.Q‘ However, it is more
desirable in the long run to conduct these unreguiated activities
thraugh a holdlng company structure. The*holding‘dompaﬁy ‘
stfucture is a well-established form of organlzatlon for those
ccmpanles conductlng multiple llnes of business. It is a common
form of organization for unregulated companies and for those
regulated companies, e.g., telephone utilities and water
'utilities, whiah‘are not subject to the Holding Compahy Act. In
’addition, it isvutilized by~many eiectric companies which are
involved in unregulated activities. In recognition of the
increased éomﬁetition in the electric utility industry, the
Energy Act permits electric utilities to conduct»certain‘busineSS
'aﬁtivitiés which were previously prohibited by the Hcldiﬁg
 Company Act. PP&L wishes to take advantage Of’thisroppdrtunity,
“and desires to do so by utilizing the mcst‘effiCiént and

effective corporate structure.

15;, The benefits of a holding company structure are well
establzshed The holding écmpany'structure fully separates the
operations of regulated and unregulated businesseé. As a result,
':Ait provides maximum protection to ratepéyers and a bette:
structuré for regulators‘to assure that there is no cross-

_subsidization of costs or transfer of business risk from

2/  Because PP&L has created Power Markets as a second-tier
subsidiary, Commission approval is not reguired.

“l




uﬁregulaﬁe& to regulated lines of busineSS A holding company
k‘structure ls preferred by the 1nvestment community because it is
easler to analy2e and value 1nd1v1dual lines of bu51ness.'

~ Moreover, the use of a holdlng company structure prov1des legal
f‘protectlon,agalnst the imposition of liability on regulated
utilities for the results of unregulated business activities. In
- short, tﬁe holding company structure is a highly desirable form

of conaucting regulated and unregulated businesses within the

same corporate group.

17. The Commission is quite famlllar w1th holdlng company
structures and their operatlon " The Commlss1on regulates many
'utllltles whlch are part of holding company structures, 1nclud1ng
Cltmzens Utllltles, Inc., Columbia Dlstrlbutlon Company, Duquesne
tnght Company, Equitable Gas Company , Metropolltan Edlson
Company, National Fuel Gas Dlstrlbutlon Company, the seven
1operat1ng‘gas company subsmdlarles of Penn Fuel Gas, Inc.,

- Permgylvania-American Water‘Company, Pennsylvania Electric
 Company, Pennsylvania Gas & Water Company, Pennsylvania Power
CGmpany;'The Peoples Natural Gas company,’Philadelphia Suburban
‘Water Company, Roaring Creek Water Company—and UGT Utilities,
‘Inc.' Indeed most utility operatlons in Pennsylvanla are today

conducted wmthln a hold1ng~company structure.




18. PP&l’'s corporate structure immediately prlor to the

'formatlon of the holding company structure will be as follows ¥

Penns'yl,vanfa Power & Light Company

PPEL " Pennsylvama " | Interstate | ' |Réalty Company | | CEP Safe Harbor
" Resources, | | Coal Resources Energy of Pennsylvania Group Inc. | Water Power
Inc. 1. Cerporation - Company : : Corporation
s BDW _ Power Markets
. - : - Corporation L Development
! Pennsylvame : e - Company
C1 Mines ! -
Corporstion il .
e ST Greene Hill
= Coal Company
RUShton ' Gréene Manor
Mining g 1 Coal Company
Company i . N
- Lady Jane
L—lcallieries, Inc.}

igr The holdlng company structure will be created through a
'share exchange, in which all the outstanding common stock of PP&L
W1ll be exchanged on a share for-share ba51s for common stock of
Resources, ‘A summary of the steps entalled.ln the share exchange
"eis;provided in Appendix E. After the share exohange isu »
completed, all of PP&Lfs common gtock Will be owhedebY'Resourceé,
and all of Resources’ common stock will be owned.by the former

"cwners of PP&L‘s common stock

3/  As explained above, Resources w1ll become a flrst~t;er
subsidiary of PP&L upon Commission approval of the
subscrlptlon agreement attached as Appendlx A. i
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'261‘ Fclloﬁing c@nsummatiOn of the share exchange, PP&L will
transfer the ﬁbmmon stock o£ its wholly~owned subsidiary, CEP, to
Reéourdes; CEP will then transfer the common stock of its
,"wh011y~cwned subsidiary, Power Markets, to Res@ﬁrbes. It is
éxpected that these transfers will be made in the formkof stdck'

dividends.

21. After the above transactions, the new corporate

structure will be ags follows:

PPEL Resdurces, Inc.
R T e
. i | S R - i
Power Markets teP 1§ Pennsylvania Power & Light Company
| Development | (Group, Inc. ~
Company

T AT,

SRS N I B b e

“pennsylvania - Interstate . | |Realty Company | {Safé Harbor |
Coal Resources { {Energy Company | jof Pennsylvanis | {Water Power
Corporation , 't {Corporation

Pennsylvania - | ‘ -t - Corporation
Mines g s ;
Corperation

, '»Greeﬁe‘ﬁiil
=4 Coal Company

RQshtnn

Mining : ~ » -

‘Company . : , Greene Manor
RN | Coal Company .

: Lédy Jane
o Le——tfCollieries, Inc.

22. Pro forma balance sheets of PP&L and Resources

reflecting these transactions are attached as Appendix F. The




~ functions.

transactions will have no pro forma effects on PP&l’s or

Resources’ income statements.

23. eThe proposed transactions will have no effect on the,;
}eerviée provided by PP&L to its customers or the.rates charged
vfer‘ﬁhat service. PP&L will carefully separate non- regulated and
'regulated operations to assure that no cross-subsidization of
costs ox transfer of risk occurs. Serv1ces prov1ded beEWeen PP&L
and Resources, on behaif of itself and its other subsidiaries,
w111 be provmded at cost, pursuant to a Serv1ces Agreement. A

' ‘draft of this agreement is attached as Appendlx G.

24, The Commission has full autherity&and,resourceefto

- protect Pennsylvania jurisdictioﬁal customers against any
potentlal adverse conseqnences associated with unregulated
operations. The Commisgion’s auth011ty and,resources to address
these issues are detalleﬁ in paragraph 27 below. The holdlng
company structure proposed in this flllng w1ll in no Way'lmyalr
the Commission’s ability to protect PP&L'S retail customers& |
Indeed, by previding’the maximum separation of regulated and -
Tunreguiatea lines of business, the holaingycompany structure

' should enhance the Commission’s ability to pursue its regulatory

- -10-



25. In ¢onnection with the transactions get forth above,

'PP&D geeks certaln approvals by the Comm1351on under Chapters 11, -

19 and‘21 of the CO&e‘“

a. Chaptexr 11 Anorcvals., PP&L seeks two Chapter 11

approvals in connection with these transactions. Flrst, the

suuance of Resources common stock to PP&l will result in PRP&L

acqulrlng more than 5% of the voting capltal stock of a

ccrporatmon‘ Thls transactlon,requlres Comm1981on;approvalkunder

~ Section 1102(a) (4) of the Code, 66 Pa.C.S. § 1102(a)(4) Second,

the share exchange agreement described in Appendlx E will result

_in a change of ownership of PP&L common stock -- from,current
‘shareholders to Resources -- and may require approval under

'Seetién 1102(a)(3) 66 Pa.C.8. § 1102(a) (3). Sectlon 1102(a)(3)

requires Commmssmon approval for the transfer, by any means, of

title, possession or use of public utility property used or

‘ugeful in providingfpublid‘service. It is the Companyis position

that the establishment of a holding company‘sﬁructure does not
trigger Commission jurisdiction under Chapter 11 because there

will be no transfer of the title, possession or use of public

utility property. Both before and after the transaction, title,

possession and use of all utility property will remain with PP&L.

~Nox will there be any change in control of this property. PP&L’S

‘~Gommcn stock is currently owned by a 1argé number 0f‘individual

‘,g[k‘ The establishment of the holding company structure also will

require various filings with the Securities and Exchange
Commission ("SEC"), the Federal Energy Regulatory\Ccmm1831on
and the Nuclear Regulatory Comm1331on

=11~




and.lnstltutlonal shareholders and is actively traded on the New

York and Phlladelphla Stock Exchanges. After the transactlon all

,PP&L common sStock will be owneé by Resources, and all Resources

common stock will be OWned.by the former PP&L common
shareholders. Thus, ultimate control remains in the hands of the

former PP&L common shareholders.

PP&l recognizes, however, that in a recent draft Policy

Statement the Commission has interpreted Section 1102 as

~requiring approval for transactions such as the proposed sharek
exchange. 24 Pa. Bulletin No. 3, p. 389 (Jan. 15, 1994) . PP&L

submits that Chapter 11 does not apply to the change in ownerehlp,

of PP&l common stock described in the share exchange agreement.
However, in order to avoid delay, to provide the Commission with

a full opportunity to review all aspects of this transacticn; and

‘ ’because other aspects of thls transactlon,requlre Comm1581on

approval, PP&L requests that Commission approval of thlS

‘Appllcatlon be deemed approval under the draft Pollcy‘Statemeﬁt.

b. ‘Chagter,19 Approval. PP&L also seeks registration
of a securities certificate in comnection with the share exchange

agreemenﬁ,described in Appendix E to this AppliCation. The

creatmon of the holding company structure may result in a change

in a term of PP&thecurltles‘, Specifically, the 1ssuer of the

‘;,éémmcﬁ stock will change from PP&L to Resources. However, this
change has no effect on ratepayers, which are the class protected

by this statute. Chapter 19 is not a "blue sky" law and is not

~12-




intended to,prctect utility shareholders. York Railways Co. v.

Pa. P.U.C., 131 Pa. Super. 126, 198 A. 920 (1938). Tt is
therefore PP&L’s view that a securities certificateeiSynot
requzre&,ﬂ‘ However, in order to avoid delay; to provide the
Commlss1on with a full opportunity to revxew all aspects of this
transactlon, and,because other aspects of this transactlon
requmre Comm1SS1on approval, PP&L ig seeking Commlss10n, ;
registration of a securities certificate in cohhection with the
share exchange. The securities certificate for the share

exchange is attached as Appendix H.

'Sectionklsbs(a) of thé Code, 66 Pa.C.S. § 1903(a),
provides thatwa secﬁrities certificate will be deemed regietered
if the»Commiséionfhas not rejeeted it within 30 days after filing
or extended the period for consideration. PP&L reccgﬁizes that
this Chapter 19 approval is one part of‘e larger transaetion.and
that the Commission may not be in a position to rule on PP&LI’ 5
appilcatlen withih 30 days. ACCordingly; PP&L agrees to extend
the 30- day’con51deratlon perlod untll the Commission acts on this
Appllcatlon, or in the alternatlve, requests that the Commission
1ssue an_order<prov1d1ng for such an extension of the,

COnSLderatlon.perlod

c. Chapter 21 Approvals. PP&L seeks approval of the

share exchange agreement described in Appendix E and the Services

5/ Shareholder approval of the share exchange will be requlred
under the Pennsylvania Business Corporatlon Law.
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Agreeﬁent attached as Appendix G as affiliated interest o
agreements under Chapter 21 of the Code. At’the.time the share
';exchange‘agreement,is presented to PP&L,sharehcldetéVEOr |
appxoval Resources Wlll be a first-tiex sub31dlary of PP&L
Acccrdlngly, PP&L and Resources w1ll not be afflllated 1n*emests
as that term is defined in the Code. It 1s, thererore, PP&L’

: vmeW'that apprOVal of the share exchange agreement under Chapter
’21 ig not required. However, in order toeaVOld delay, to provide
j“thé~CéﬁmiSSioﬁﬁwith a full opportunity tofreviewfall aepectsaof
this transaetion, and because other asgpects of this transaction
frequire'Commission approval, PP&L requests that Commiésion
apprbval‘of this Application be deemed approval of the share

exchange agreement under Chapter 21 of the Code_

| Section 2102(b) of the Code, 66 Pa.C.S. § 2102(b),
provides»that an affiliated interest agreement will be deemed
~apprOVe& if the Commission has not rejeeted’it within 30 daysa

 after filing or extended the consideration period. ’PP&n |

‘recognlzes that this Chapter 21 approval is one part of a larger

”utransactlon and.that the Commission may not be 1n a p051tlon to

‘rule on PP&L‘S appllcatlon within 30 days. Accordlngly, the
Company agrees to extend the 30=day con51deratlon perlod until
the CommlsSlon acts on thls Appllcatlon or, in the alternatlve,
‘erequests that the Commission issue an orderaprOV1d1ng'for such an

- extension of the consideration period.

N 2




 d. Other Commission Approvals. To the extent

: requlred PP&L requests any’other Commission approvals requlred
by Title 66 of the Pennsylvania Consolidated Statutes Whlch may
o be‘nécessaryfto donsunmate the‘transactionskdescribed,in this

Application.

 26i, In‘addition to the Chapter 11, 19 and 21 approvals set
forth above, PP&L also seeks Commission,cértification under
‘§ 33(a) of the Holding Company Act. Section 33(a) provides that
‘arn exempt holding company which owns or operates generation,
- tranSm1551on or distribution facllltles in a\forelgn,country w1ll
, vnot lose its exemption if the,Commlss1on certifies to the SEC,f
that: (1) the Commission has the authority and resources to
protect jurisdictional ratepayers; and (2) the Commission intends
k6 exeraise that authority. Because Power Markets will ‘likely
ownl or operate generatlon, transm1381on or dlstrlbution ‘
faczlmtmes in a forélQHKCOuntIY} PP&L ig requestzng'that the
Commigsion issue a Section 33(a) certlflcatlon so that exempt
' h@l&ing company status can be maintained. A draft certification

to the SEC is attached as Appendix T.
27. The Commission clearly meets the criteria set forth in
Secﬁi@n 33(a) and should provide the requested certification.
a. CcmmlsSIOn Avuthority. The Commission‘has ample

'authoﬁlty tb protect ratepayers\subject to its jurisdiction. The

~Code grants the Commission pervasive powers to, inter alia:
investigate public utilities (8§ 331); adopt all regulations‘and

~15=




’orders neaessary to carry ouﬁ its statutory duties (§_501(a));
yéupexviSe‘and reguiate all public utilities (§ 501(b)); enforce
its orders in the state courts (§’502);‘obtain information
’required to value utility'propérty (8§ 505); insPect'utility

facilities and'reccrds (§ 506); hear and determine customer

complaints against utilities (8 701); approve the establishment

and abandonment of service by public’ﬁtilities (5§ 1102(&)(1)*
‘(2)); approve the tiansfer of public ﬁtility'property
k(§,l162(a)(3)); approve the acquisition by a public utility of
mbre ﬁhan 5% Of‘theAvoting stock of any corporation ’

(8 11&2(&)(4)5;'approve the éxerdise of the power of eminent
‘4d6main (§ 1104); establishljust and_reasenable‘rétes (§ 1301);
préveﬁt unreasonable rate discrimination (§ 1304); fix the fair
value of utiliﬁy'property (§ 1331); order refunds (§ 1312);
ensure adequate, safe, efficient facilitieékand service (§ 1501) ;

prevent discrimination in service (§ 1502); establish accounting

and depreciation systems (§§ 1701, 1703); require maintenance of

':‘véonﬁinuing property records (§ 1702); approve the issuance and

‘assumption,of securities (§§ 1901-1903); pre-approve affiliated

interest agreements (§§ 2101-2107); and impose civil penalties

(8 3301) and seek criminal prosecution (§ 3302) for violations of

iﬁé'regﬂlatiéns and orders. Taken tcgéther, these and other
pfévisioﬁs of the Code provide the CQmmission_with~b£oadk

“  authority to protect Pennsylvania ratepaYers from any potential ~
adversé canseqﬂenceé of\any~ﬁnregulated business‘activities, |

- including foreign investments by affiliated companies.~

-16-




b. Commission Resources. The Commission alsoc has

;suffiﬁiénﬁ resources to exercise this authority on behalf of

ratepayers. The'Commission has an annual buaget cf oﬁér $32
mllllon to fund its regulatory oversight of the Commonwealth'

publlc-ntllltles PUC,Annual,Re ort 1991-92, at 5. It has a

staff of 581 employees, including attorneys, rate aﬂalysts,

-aud;tors, economists, englneers and enforcement offiCérs.' PUC

)

‘Annual Report 1991-92, at 4.

The Commlsslon s recent activities demonstrane that lt

wxll exercise its authorlty to protect customers. For example,

‘dmrlng the 1991-92 fiscal year, the Comm1851on.completed 72 fixed
sutlllty'*ate Cases, 187 audits and 14 Management Audits, and

  responded to 7, 522 consumer complaints, 13,221 medlatlon reqpests

and more than 5,000 consumer inquiries. PUC Annual Report'1991~

92, at 1.

Moreover, the regulation of utilities which are part of

‘a holding company structure is not new to the Commission. Most

. of the major utilities regulated by the Commission are part of

holding companies (gee paragraph 17, supra)f The Commission is

5 well‘versed in deallng(w1th<hold1ng companies and is fully

capable of assurlng that jurisdictional utility customers are

protecte& against any cross—sub51dlzat10n of costs or transfer of

. risk which might occur.

e. Conclugion. The Commission has,thé‘authority;

‘resources and experience to protect Pennsylvania ratepayers from -

-17-




any potentlal adverse consaquences of forelgn 1nvestments by PP&L

and/or its affiliated companies and should SO certlfy to the SEC

28; PP&L is providing notice of this filing to all of its
Gusﬁomers through‘an;insertyin each customer’siApfil bill. 1In
addition, the Company has provided a copy;of‘the appliéation to
the Office of Consumer Advocate, the Office of’Small Buéinesé
'_’AdVQcate, the Ccmmission's Office of Trial Staff and counsel for

 thé Lehighyvalley Power Committee -- é group of,1arge industrial
customers that’traditionally'participatés~in Commission

proceedings involving PP&L.

29. PP&L submits that thiS:Application is in thebpubliC'
interest and should be approved. ,Competition:in the electric
u&ility*industry is now a reality and must be“faded‘directly. To
compete on a fair and level plaYing field, PP&L must compete

. aggressively in its own service terrltory, PP&L also must
 exp10re opportunities in other markets to malntaln the long—term
financial viability necessary to provide reliable servlce to its

= fetail customers in a competitive environment. 'The'prdpoSed
"hblaing ccﬁpany‘sﬁructure will permit PP&L to expiore andfenter‘
,thé‘w0f1d~wiae power markét in a way that provides the méximum‘

‘protection to its Pemnsylvania customers.

30. PP&L réquests~expedited;review of this Application.
The electric utility indhstry‘is evolving rapidly, and there is
‘an'everéincreasing level of competition in the generation and
‘sale of power. PP&L believes that it must move quickly to become

~18-~



invoived in the new eléctria marketplace:andftake a&?antage of
*emerging business opportunities. In‘addition, the use of a’
ho}l,ding: éompany structure is quite common in Pennsylvania and the
Commission is well versed in deaiing with holding companies.
‘PP&L»recognizes, hcweVer, that this Application is one of fifSt
‘imprESsion énd may raise public‘interést’considerations that

. require Commission review. In an effort to balance its desire
kfar timely‘action with the need for adequate review, PP&L |

- respectfully requests that the Commission enter a final order

approving this Application as expeditiously as possible.




WHEREFORE, for the reasons set forth above, Penmsylvania
f Powér & Light Company requests that the Pennéylvania’Eublic |
‘Utility-cdmmission approve this Applicaﬁion, grant all of the
‘;Specific apprcvals,requested.under Chapters 11, 19 an& 21 of the‘
, Eubiic’Utility Code and any other Commissionrapprcvals which'may
“be iequired‘by Title 66 of the Pennsylﬁania Ccnsolidatéd statutés 
~ to consummate the transactions describédkin this Appliéation, and
provide to the Securities~and Exchange cbmmission the
certlflcatlon descrlbed in Section 33 (a) of the Public Utlllty

Holdlng Company Act of 1935.

ResPectfully submitted,f

Dav1d B MacGregor :
Morgan, Lewis & BocklUs R

~ 2000 One Logan Sgtare '
Philadelphia, PA 19103

G. D. Caliendo
Paul E. Russell

Pennsylvanla Powexr &,nght Cownany S

Two North Ninth Street
Allentowr, PA 18101

Coungel for‘Pennéylvania
Power & Light Company
OF COUNSEL:
MORGAN, LEWIS & BOCKIUS

2000 One Logan Square
Phlladelphla, PA 18103

| DATED:, March 18, 1994
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AFFIDAVIT

COMMONWEALTH OF PENNSYLVANIA )

, , : : 8s

COUNTY OF LEHIGH )

RONALD E. HILL, belng duly sworn accordlng to law,

deposes and says that he is Senior Vice Pres1dent~F1nancmal of

«Pennsylvanla~Power'& Light Company; that he is authariZed to and

does make this aff;dav;t for it; that he has read the foreg01ng

appllcatmon.and states that the facts set forth thereln are true'

and correct to the best of his knowledge, information and bellef‘

and he;expects:Pennsylvanla Power & Light Company'to be able to

. prove the same at any hearing.

sworn to and subscribed
before me this [(th day
of March, 1994

ngfm& &Au%we%m

RRCEDA
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. ‘ ‘ Appendix A

SUBSCRIPTION AGREEMENT

THIS AGREEMENT is made this 16th day of March, 1994, by
and between PPEL Resources, Inc., a Pennsylvania corporation (the
“Corporatzon"), and Pennsylvanla Power & Light Company, a
Pennsylvanla corporatlon (the "Subscriber"), with reference to
the following Recitals:

RECITALS

A. The Corporation was 1ncorporated on March 15, 1994,
under the laws of the Commonwealth of Pennsylvanla.

B. At the date hereof no shares of the Capltal Stock
of the Corporation have been issued.

: C. The Subscriber desires to purchase shares of the
uorporatlon on the terms hereinafter set forth.

NOW, THEREFORE, the parties hereto, intending to be
legally bound hereby, agree as follows:

1. Upon receipt of approprlate approval of the
Pennsylvanla Public Utility Commission, the Corporation will
authorize and issue to the Subscriber, and the Subscriber will
purchase from the Corporation at the price of $1.00 per share,
100 shares of Capital Stock of the Corporation.

' 2 The payment for the shares shall be made upon
vrecelpt of a certificate or certificates evidencing issue to the
Subscriber of the appropriate number of fully pald and
nonassessable shares of the Corporation.




o 4. The Subscriber hereby represents and warrants
to the Corporation that the shares subscribed for hereunder are
being acquired by the Subscriber for investment and not with a
view to the distribution or resale thereof, the effect of which
is that such shares must be held indefinitely unless subsequently
registered under the Securities Act of 1933, as amended, or an
exemption from such registration is available.

_ 5. The Subscriber hereby agrees that
certificates representing shares subscribed for hereunder nay
bear the following legend:

THE SHARES REPRESENTED BY THIS
CERTIFICATE HAVE NOT BEEN REGISTERED UNDER
THE SECURITIES ACT OF 1933. SUCH SHARES HAVE
BEEN ACQUIRED FOR INVESTMENT AND MAY NOT BE
SOLD, TRANSFERRED, PLEDGED OR HYPOTHECATED IN
THE ABSENCE OF AN EFFECTIVE REGISTRATION :
STATEMENT FOR SUCH SHARES UNDER THE
SECURITIES ACT OF 1933, UNLESS, IN THE
OPINION (WHICH SHALL BE IN FORM AND SUBSTANCE
SATISFACTORY TO THE CORPORATION) OF COUNSEL
SATISFACTORY TO THE CORPORATION, SUCH
REGISTRATION IS NOT REQUIRED.
; 6.  This agreement shall be governed by the laws
of the Commonwealth of Pennsylvania, without giving effect to the
principles of conflicts of law thereof.




, CIN WITNESS WHEREOF, thes parties haira executed this
agreement as of the date first above written. :

Pennsylvania Power & Light

ﬁy:,f{vr'~‘!§%‘

Senior Vice President,
General Counsel and ‘
Secretary

PP&L Resources, Inc.

Vice Presideny] Treasurer
‘and Secretary
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i - | S o 1,Year‘-,end1993 Customers

AR R  Residential | 1,059,690

General Service 142,466
© (GS-1,GS-3 GH, Stitg.,BL)

e e s

LP-5 ; 126
PPUC 1,203,112

® ; FERC " | 19

Total System ; 1.203,131
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. CONSOLIDATED BALANGE SHEET AT DECEMBER 31

,‘Penn'sylvaniai Power & Light Company and Subsidiaries
Assets

Pmperty, Plant and Equ:pment
Eiecinc utility plant in service—at originat cost.......

- Accumufated depreciation (Motes 1 and 10)
Deferred depreciation (Notes 1 and 10) ......

Construction work in progress——-at cost ..
Nuclear fuel owned and leased—net of amortization (No&e 9)
Other leased properly—net of amomzatmn (Note 9)..

' Electnc utmty p‘lant-net

e

and depletion {1 993 $49,166; 1992‘, $64,286) ...

Cinyvestments
Associated com;pany—-at eqmty sy ¥
- Nuclear plant decommissioning trust fusad (Notes ¥ and 6)
- Financial investments (Notes 1 and 7} vassn
~ Other—at cost or less (Note .

dabshdinad
T T I PP TR TP e

LY TV IV iu-n-,uqn‘run.hnn-,wuuuuin:

YT

ﬁufrém Assets
Cash and cash equivaients (Note 1) ... :
_Accounts receivable (less reserve: 1 993 529 429 1992 $27 660)

Feee

CUSTOMES .oiiiceriiiimmsansisisammssnssasnivantinses
- Interchange power sa!es ....... bxss
Other .... -

Unbilled revenues..

Fuel (coal and oil)—at a\rerage cost

Materials and supplies—at average cost Sersans s

- Common stock held for dividend reinvestment plan—-—at
COSE(NOLE 8) vecvvurvnsermisasirarssamsesasonsasn o

Deferred income taxes (No!e 5)

Other

driabseng

AAAAAA #n

" 'Deférred Debits
Utility plant canrying charges—-—net of ammnzatuon
; {Notes 1 and 10) , crons

- Reacquired debt costs (Notes 1 and 10) :
Assessmient for decommissxomng uranium ennchment

- facilities (Notes 3 and 10).... "
Retired miners" health care benefits (Notes 3 and 10)
Taxes recoverable through future rates (Notes 5 and 10).....ciscinosssosine
Posiretxrement benefits other than pens:ons (Notes 10 and 13)
Other..coinenennis _ “

Srsdebinsisiden:

. Sasiaccompsnying Notes fo Firiancial Statements.
47 | ~

Appendix C

1992

1883
(Thausands of Dollars)

, 58,912,473 . $8,591,544
(2886,967)  (2.495972)
282,115 296,285
6,507,621 6,391,857

238,600 241,534
174979 174,388
6,996,830 6,854,733

148,751 184,771

7,145,581 7,019,504

17,069 17,088

76,913 65,159

140,569 421,500

__ s1249 33857

265,800 237,404
82711 | 15,110
183,364 184140

: , C oo 7261

17,502 14,128
120,589 109,906

895,702 142,374

125,676 139,360

15937 14383

12,688 8,776

- 37.083 52153

_ 616812 685,600_
24,097 = 24,065
101,826 78917
33,710 38,925 -

24,096 36,606
1,166,118

14,855 .
61,208 68,853
1425920 249,260
$9.454.113  $8,191.768

m; : m



 Liabilities
Capitalization
Common equity
- Common stock .

~ Capital stock expense ....
~Eamings reinvested .....

b Preferred and preferer‘x‘ce stock ;
~ With sinking fund requirements ..............
. Without sinking fund requirements ...

NShbeaei Ewan T [EX YT Y

 Long-term debt .

~ Current Liabilities

- Commercial paper (Note 12)

Bank loans (Note 12) ..

------------- S ST R X LT N P Py S PP Pary

Long-term debt due w:thfn one year...
Capital lease obhgatmns due within one year (Note 9)
- - Accounts payable ..........

- - Taxes acerued ........

T T T S PN,

~Interest accrued ..

- Dividends payable

Shhemiediib

- Accrued mine closmg costs - cmrent

Other

.......

1993

Deferted Credits and Other Noncurrent Liabilities

. Deferred mvestment tax credits (Note 5) .
' Deferred income taxes (Note 5)
~ Capital lease obiigations (Note 9 ...
. Unamortized cost of power plant $pare parts (Note 3)
Accrued nuclear plant decommlssmmng costs (Notes 1 and B) ..
. Accrued mine closing costs e
- Contract settfement proceeds to be credite to
. customers (NOte 3).u.iiorinevirsinn.
" Acerued pension costs (Note 13)...5. B

........

........

edhnebanseiaes e wesasa

Accrued assessment for decommtssnonmg uranium ennchment

 facilities (Note 3)..

.....

Accrued retired miners' health care benef‘ ts (Note 3)
- "Accmed postretirement benefits other than pensions and

pcstemploy;ment benef s (Note 13)

" Other...

.......

e R AL TS PO

g L LT T T eey .

| 'C’ommiim‘em_s" and Conﬁnge‘nt Liabilities (Note 15).

. S8 accorpanying Notes to Finaricial Statomants,

4992
(Thousands oIDolars)
$1,37o,783. $1,364,148
- (10,906) (11,969)
1,085,058 1,014,760
2425835 72,366,030
335,000 325,600
471,375 223612
2,618,021 2,620,720
5,550,241 5,536,871

147,000 67,000
85,260 02,348

44,539 8,439
78,740 86,898
156,892 147,001
62721 83,067
60,373 | 59,420
70,410 70,558 -
7,842 20,296
88791 91,105
772,668 704,140
242317 255,823
2,269,648 1,079,744
170,285 164,150
51,147 75457
78,947 67,435
55,876 61,841
43,894 55704
31,871 39,800
38,751 36,‘600
9,862
48,582 40,402
3431208 ~15%50. 75T
- $5454413 $8.191.768
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ACET.

oo

101
105
107

o yesrn

1201
1206

121
122
124
128

132

135

141
142
143
144

145
146
1 51

154
183

UTILITY PLANT

PENNSYLVANIA POWER & LIGHT COMPANY
BALANCE SHEET ACCOUNTS -
ASSETS AND OTHER DEBITS

] '!"!' LE OF ACCOUNT

UTILITY PLANT IN SERVICE
PROPERTY UNDER CAPITAL LEASES
UTILITY PLANT HELD FOR FUTURE USE
CONSTRUCTION WORK IN PROGRESS
GROSS UTILITY PLANT
ACCUMULATED PROVISION FOR DEPRECIATION AND
AMORTIZATION OF UTILITY PLANT IN SERVICE

NET UTILITY PLANT, LESS NUCLEAR FUEL
NUCLEAR FUEL IN PROCESS

NUCLEAR FUEL UNDER CAPITAL LEASES
NET UTILITY PLANT

OTHER PROPERTY AND INVESTMENTS

NONUTILITY PROPERTY

ACCUMULATED PROVISION FOR DEPRECIATION OF NONUTILITY PROPERTY
NET NORUTILITY PROPERTY

INVESTMENT IN SUBSIDIARY COMPANIES

OTHER INVESTMENTS

OTHER SPECIAL FUNDS

TOTAL OTHER PROPERTY AND INVESTMENTS

CURRENT AND ACCRUED ASSETS

CASH
INTEREST SPECIAL DEPOSITS

- OTHER SPECIAL DEPOSITS

WORKING FUNDS

- NOTES AND ACCOUNTS RECEIVABLE

'NOTES RECEIVABLE
CUSTOMER ACCOUNTS RECEIVABLE
OTHER ACCOUNTS RECEIVABLE .
'ACCUMULATED PROVISION FOR UNCOLLECTIBLE ACCOUNTS-CREDIT
TOTAL NOTES AND ACCOUNTS RECEIVABLE
RECEIVABLES FROM ASSOCIATED COMPANIES
NOTES RECEIVABLE FROM ASSOCIATED COMPANIE$
ACCOUNTS RECEIVABLE FROM ASSOCIATED COMPANIES
TOTAL RECEIVABLES FROM ASSOCIATED COMPANIES
MATERIALS AND SUPPLIES
FUEL STOCK
FUEL STOCK EXPENSES UNDISTRIBUTED
PLANT MATERIALS AND OPERATING SUPPLIES
- STORES EXPENSE UNDISTRIBUTED
'TOTAL MATERIALS AND SUPPLIES

DECEMBER 31,1993

$8,879,601,553.46

75.629,908.33
32,871,545.37
238.600,061.26

9,226,703,068.42

(2,404,852,080.61)

6,821,850,978.81
173,394,572.08

"~ 6,896,820,833.00

3,633,847.80
(401,494.14)

3,232,353.66
49,044,411.79
22,239,861.31
~101,705,547.98
176,222.274.74

2.1687,908.17
2,451,96
575,00
1.522,408.06

10,169.67

212,600,102.63

9,870,263.67
(29.429,084,29)

~193,051,451,68

67.161,248.50
835,190.85

672996 438.45

04,843,052.38

© 621,594.40
124,133,045.61
1,516,008.35

"$223.213,790.74




- : PENNSYLVANIA POWER & LIGHT COMPANY
BALANCE SHEET ACCOUNTS
ASSETS AND OTHER DEBITS
ACCT. , , | A
NO. : TITLE OF ACCOUNT DECEMBER 31,1993
CURRENT AND ACCRUED ASSETS (CONTINUED) N
165 PREPAYMENTS , $8,698,008.95
] OTHER CURRENT AND ACCRUED ASSETS o
174 INTEREST AND DIVIDENDS RECEIVABLE 98,133.04
172 RENTS RECEIVABLE 7,125,133.83
3 ACCRUED UTILITY REVENUES 120,588,654.31
174 MISCELLANEOUS CURRENT AND ACCRUED ASSETS 15,681,330.76
180 ACCUMULATED DEFERRED INCOME TAXES (CURRENT) 28,119,715.00
TOTAL OTHER CURRENT AND ACCRUED ASSETS ~171,512,075.94
TOTAL CURRENT AND ACCRUED ASSETS T 666,396,100.95
DEFERRED DEBITS :
181 UNAMORTIZED DEBT EXPENSE 3,957,157.12
1823 OTHER REGULATORY ASSETS 1,659,707,432.52
183 PRELIMINARY SURVEY AND INVESTIGATION CHARGES 1,088,807.19
184 CLEARING ACCOUNTS (241,891.86)
185 TEMPORARY FACILITIES (7.548.91)
186 MISCELLANEOUS DEFERRED DEBITS 28,386,178.91
189 UNAMORTIZED LOSS ON REACQUIRED DEBT ' 101,836,052.00
190 ACCUMULATED DEFERRED INCOME TAXES ‘ 329,353,200.00
LESS CURRENT ACCUMULATED DEFERRED INCOME TAXES ____28,119,715.00
TOTAL ACCUMULATED DEFERRED INCOME TAXES (NONCURRENT) "301,233,485.00
TOTAL DEFERRED DEBITS T1,995,959,670.97
¢ TOTAL ASSETS AND OTHER DEBITS | $0.835,407,880.58_
e
L
]
.




- ACCT.

201

207

21
216

2151
- 2184

»r

. PENNSYLVANIA POWER & LIGHT COMPANY
: BALANCE SHEET ACCOUNTS
LIABILITIES AND OTHER CREDITS

Rix! EAGCCOUNT -

PROPRIETARY CAPITAL

COMMON STOCK ISSUED
PREFERRED STOCK ISSUED
PREMIUM ON CAPITAL STOCK

- CAPITAL STOCK EXPENSE

EARNINGS REINVESTED

APPROPRIATED RETAINED EARNiNGS»AMORT!ZATlON RESERVE-FEDERAL

UNAPPROPRIATED UNDISTRIBUTED SUSSIDIARY EARNINGS
TOTAL PROPRIETARY CAPITAL

!..QNGJFERM DEBT

BONDS
OTHER LONG-TERM DEBT
UNAMORTIZED PREMIUM ON LONG-TERM DEBT |
UNAMORTIZED DISCOUNT ON LONG-TERM DEBT-DEBIT
LESS AMOUNT DUE WITHIN ONE YEAR

BONDS.

OTHER LONG-TERM DEBT

TOTAL LQNG-TERM OEBT

OTHER NQNCURRENT LIABILITIES

- OBLIGATIONS UNDER CAPITAL LEASE&NONCURRENT
: TOTAL OTHER NONCURRENT LlABlLiTlES

- CURRENT AND ACCRUED LIABILITIES

LONG-TERM DEBT GU‘-‘ WITHIN ONE YEAR
BONDS
OTHER LONG-TERM DEBT

~ AGCUMULATED PROVISION FOR RATE REFUNDS
- NOTES PAYABLE

ACCOUNTS PAYABLE ‘

ACCOUNTS PAYABLE TO ASSQCIATED COMPM!ES
CUSTOMER DEPOSITS

TAXES ACCRUED

 INTEREST ACCRUED

DIVIDENDS DECLARED

MATURED INTEREST

TAXTOLLECTIONS PAYABLE

MISCELLANEOUS CURRENT AND ACCRUED L!ABtLileS

- OBLIGATIONS UNDER CAPITAL LEASES-CURRENT
ACCUMULATED DEFERRED INCOME TAXES-OTHER (CURRENT)

TOTAL CURRENT AND ACCRUED LIABILITIES

DECEMBER 31,1893

 $1.370.782,933.48

506,374,500.00
87,000.00
 {10,893,425.71)
1,048,808,545.98
3,062,823.32
13,988.511.31

~3.532.208,868.98

- 2,873,750,000.00
77,480.00
124,686.84

| (24,981,722.85)

40,87V, 444,

30,800,000.00

~38,740.00

“50,538.740.00

~2.618,031,703.99

7028401332

30,800,000.00
- 38,740.00
12,745,756.00
- 117,000,000.00
' 146,759,360.05
2.450.460.92
-1,108,943.29
6%,300,038142
- 59,564,144.36
70,408.810.38 .
'  2,451.86
4,424,617.88
73.820,437.11
47.375,117.00

~$576,838,487.14



ACCT.

NO.

2284
252
253
254
255
281

282
283

PENNSYLVANIA POWER & LIGHT COMPANY
BALANCE SHEET ACCOUNTS
LIABILITIES AND OTHER CREDITS

TITLE OF ACCOUNT

DEFERRED CREDITS

ACCRUED MISCELLANEOUS OPERATING PROVISION-D&D FUND
CUSTOMER ADVANCES FOR CONSTRUCTION
OTHER DEFERRED CREDITS
OTHER REGULATORY LIABILITIES
ACCUMULATED DEFERRED INVESTMENT TAX CREDITS
ACCUMULATED DEFERRED INCOME TAXES =
ACCELERATED AMORTIZATION PROPERTY
ACCUMULATED DEFERRED INCOME TAXES-OTHER PROPERTY
ACCUMULATED DEFERRED INCOME TAXES-OTHER
LESS ACCUMULATED DEFERRED INCOME TAXES-OTHER (CURRENT)
TOTAL ACCUMULATED DEFERRED INCOME TAXES-OTHER {(NONCURRENT)
TOTAL DEFERRED CREDITS

TOTAL LIABILITIES AND OTHER CREDITS

DECEMBER 31,1993

$31,870,800.00

35,716.69
235,728,777.40
364,021,256.36
239,840,390.30

622,160.00
1,827,038,184.00
656,161,710.00
17,375,117.00

~638,786,503.00

" 3,438,043.887.75

$0,835,407,880.58




» : fﬁpﬁa&‘ating,kﬁevanues (Noies 1,2, 3 and 4).....

CONSOLIDATED STATEMENT OF INCOME
Pennsylvania Power & Light Company and Subsidiadies

Operating Expanses
Operation
Fush.... Sesasinsiiansies
- Power purchases......
O i
. Malatenance... :
Depreciation (Notes 1 and 10\
Amortized (deferred) deprecistion (Nutes 1 and 10)
Income taxes (NOt& 5.
Taxes; otherthan i mmme (Note 5)

sanadnes,

~Operating income.

~ Other inﬁcme,anﬁ. (Deductions)
‘Allowance for equity funds used du:i’ng
construction (Note 1)..

~ Appendix D

1983 : 1892 1991
(Thousands of Dollars) -~

S2727.002 _$2744422 2740715

506.900 545381 588,325

“Ingome tax credits (expenSe} (the 5\
Oiher—-ﬂet sibnsads :

Income B,efom' Interest Charges

* Interest Charges
- Long-term debt...

“ Shart-term debt and other . .
‘Allowance for borrowed funds used dunng
mnsimctxon and interest capitalized (Note 1)...

Weidsbasenunonnina

 Netincome......

Dividends on Preferred and Preferenice s‘tm-x 1

e 'Ea‘mits'g‘s Applicable to cvmm'on Smr"k

278,800 275,498 258,320
480,482 452,099 461,921
193,242 201,254 208,881
271,380 258,357 248,212
14,249 3,563 ()
235,164 228,340 217,368
203,967 205318 190428
"7.164,194 2470891  2.158.384
562,808 - 573.431 582,331
- 7.981 8,771 2,981
1,280 (32 903
8700 12337 1816
17961 < 18786 - 11,480
580.768 592217 53,811
225,800 240,260 232,082
14,443 13,402 22254
(7,600 (8,169) (8,848)
232643 245483 245,397
348,126 346,724 348414
33885 40495 44687

. , Eammgs Per Share of Common Stock (a)..

- ‘Avamge Number of Shams Outsiandmg (thmmands)...

ardinivin

L

{a) Sased on avsrage fiumber of shares cuistanding, |

$314.241 $306.229 - $303,727
_$207 202 %201

151,904 161,878 154,382
$165  $160 $1.55




PENNSYLVANIA POWER & LIGHT COMPANY
STATEMENT OF INCOME
‘TWELVE MONTHS ENDED DECEMBER 31,1993

TOTAL OTHER INCOME DEDUCTIONS

- AceT.
- No,
UTILITY OPERATING INCOME : :
400 OPERATING REVENUES C $2,725,738,679.51
OPERATING EXPENSES ST
401 OPERATION EXPENSES 1,258,902,122.91 -
402 MAINTENANCE EXPENSES © 230,502,908.81
403/406 DEPRECIATION EXPENSES AND AMORT!ZATION OF ELECTRIC ' i
PLANT ACQUISITION ADJUSTMENTS 285,371,766.67
407.4 REGULATORY CREDITS (51,833,003.72) -
408.1 TAXES OTHER THAN INCOME TAXES : T
' ~ STATE GROSS RECEIPTS 98,173,129.00
STATE CAPITAL STOCK 35,943,121.00
STATE UTILITY REAL ESTATE 45,282,599.00
‘ OTHER 24,431,944.27
408.1° INCOME TAXES PR
S FEDERAL - 162,565,830.00
: ~ STATE - 62,000,637.00
4104 'PROVISION FOR DEFERRED INCOME TAXES R
~ : FEDERAL '103,373,793.00
, STATE : 21 416,358, 00
4111 PRO\IISION FOR DEFERRED INCOME TAXES-CREDIT ,
‘ - FEDERAL , ; (ao 536,526. om
E STATE : {21,041,470.00)
4114 INVESTMENT TAX CREDIT ADJUSTMENT-NET (13,368,711.00)
4147 'LOSSES FROM DISPOSITION OF UTILITY PLANT 15,862.76
4118 GAINS FROM DISPOSITION OF EMISSION ALLOWANCGES _(408,848.53)
SO ~ TOTAL UTILITY OPERATING EXPENSES : ~ 2.161,799.616.17
“NET UTILITY OPERATING INCOME . 563,030,063.34
OTHER iNcoME' AND DEDUCTIONS
: - OTHER INCOME ~ :
418 NONOPERATING RENTAL mcome ‘ (58,565.36)
4181 EQUITY IN EARNINGS OF SUBSIDIARY CDMPAN!ES 5,353,535.35
R 1B INTEREST AND DIVIDEND INCOME ' 3,889,726.49
4181 ALLOWANCE FOR EQUITY FUNDS USED DURING consmucrlon » 7.061203.22
421 MISCELLANEOUS NONOPERATING INCOME =~ 4286519
4219 ~ GAIN ON DISPOSITION OF PRQPERTY - . 220,041.18
L ' TOTAL OTHER lNCOME; ' 17,408,896.05
SRR OTHER INCOME oancnons : SR
4212 LOSS ON DISPOSITION OF PROPERTY 40,658.94
426.1-426.5 MISCELLANEOUS INCOME DEDUCTIONS

- 6,548,083.68

i e




PENNSYLVANIA POWER & LIGHT COMPANY
STATEMENT OF INCOME '
TWELVE MONTHS ENDED DECEMBER 31,1993

AcCT,

No.

OTHER INCOME AND DEDUGTIONS (CONTINUED)
L TAXES APPLICABLE TO OTHER INCOME AND DEDUCTIONS
o 4082 TAXES OTHER THAN INCOME TAXES
S 4082 INCOME TAXES
- FEDERAL
e STATE |
410.2/411.2 PROVISION FOR DEFERRED mcome TAXES-NET
| FEDERAL
STATE
TOTAL TAXES APPLICABLE TO OTHER INCOME AND DEDUCTIONS
NET OTHER INCOME AND DEDUCTIONS -
INCOME BEFORE INTEREST CHARGES
INTEREST CHARGES
421 INTEREST ON LONG-TERM DEBT
428 AMORTIZATION OF DEBT DISCOUNT AND EXPENSE
4284 AMORTIZATION OF LOSS ON REACQUIRED DEBT

429 AMORTIZATION OF PREMIUM ON DEBT-CREDIT

431 OTHER INTEREST CHARGES

432 ALLOWANCE FOR BORROWED FUNDS USED DURING cousmucﬂou

NET INTEREST CHARGES

NET SNC‘OME :

$84000.00

(355,212.00).

| (142,443.00)

(1,393,306.00)
(555,436,00)

(2,362,867.00) '
13,182,520.43

224,415,520.30
1,840,759.98
5,237,178.14
(42,965.04)
4,545,176.51
(6,009,869.83)
228,895,800.04

 $348,125,783.73
e et S




;Stegsuﬁntailed,in<Resourqg§,—,PP&ﬁ Share Exchange -

1. Under the share exchange agreement all outsf'andlng Common
- Stock of PP&L will be eéxchanged and’ convertea into Common
Stock of Resources.

. f ; i ‘ PP&L o ~ converted and | >i Resources

. Common Stock [ exchanged into T A common Stock |

‘ . 2. As a result, PP&L will become a subsidiary of Resources.

3. Following consummation of the share exchange, the former
e 8 sharehbolders of PP&L Common Stock will own Common Stock of
® Resources. Resources, in turn, will own all the Common
. Stock of PP&L. The outstanding Preferred Stock of PP&L will
be unaffected by the plan of exchange. Therefore, existing
holders of PP&L Preferred Stock will remain holders of PP&L
Preferred Stock following consummation of the share
s : exchange. The corporate stock ownershlp of Resources and
' Ce PP&Iy will be as follows:

Resources Common Stock owned
' : N , by previous holders of PP&L
Resources C ~ : Conmon Stock

PP«L Common Stock owned by :
Resources L L o

PDEL

o = B B o S PP&L Preferred Stock still
R . &L owned by existing holders of
PP&L Preferred Stock

' Sl - B ) ) . ; e #:\jac\jhr\appends.tex.




- ASSETS

* Investments in Subsidiary Companies—
Pennsylvania Power & Light Company

CEP Group, Inc.
, Power Markets Development Company
-~ Tntat Asse%s :

‘EthY
T Cotnmot Stock Issued

" Total Equity

v (1) To taﬁect tha stock exchange agreement in which PP&L shareholders transfer their common stock

to PP&L Resoutces, fhe.

PP&L Resources, Inc.

- Appendix F

Pro Forma Balance Shest
Actual ; - -ProFerma
December 31, 1993 Adjustments December 31, 1993
$0.00  $2,425834388.38 (1) $2,344.110,323.25
| - ($81,724,065.13) (2) |
0.00 81,724,065.13 (2) 31,724,06513
(50,000,000.00) (3) :
0.00 - 50,000,000.00 (3) _50,000,000.00
_ $0.00  $2,425,834,388.38 __$2.425,834.388.38
__S000 5242583438838 (1) ___$2.425,834,38838
$0.00  $2,425.834,388.38 _ $2,425,834,368.38

(2) Torefiect the dividend distribution by PP2L of its common stock and ‘equity investrent in

CEP Graup, Inc. to PP&L Resources, Inc.
{3} To refiect the dividend distribution by CEF Group. Ing. of its common stock and equ«ty lnvestment

i Power Markets De\mlopment Company to PP&L Resources, Inc.
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Appendix G
DRAFT ,
Services Agreement
This Agreement is made as of o o ., .1994,

;by and between PP&L Resources, Inc., a Pennsylvanla corporatlon

(“Resources“), and Pennsylvanla Power & nght COmpany,

Pennsylvania corporation ("PP&L).

WHEREAS, Resources, under its articles, may engaQe in
any lawful act concerning any lawful business for which

corporations may be incorporated under the Pennsylvania Business

Ucorporation'LaW>and;vas.formed for7thefpurpose of separating

PP&L's regulated and unregulated business act1v1t1es, and
WHEREAS, PP&L 1s a sub51d1ary of Resources and is
ehgaged 1nyproV1d1ng‘electr1c utility serV1ce tokcustomers,ln

poftionsoofVCentral eastern.Pennsylvaniaosubiectfto regulation by

-~ the Pennsylvanla Public Utility Comm1551on, and

WHEREAS, Resources and PP&L each possess knowledge -and
Sklll in various aspects of business operatlons, and |

WHEREAS, the provision of certain services between

RESources'and.PP&L will enable the parties to obtain these

serv1ces effectivaly and eff1c1ent1y} and

WHEREAS Resources desmres to procure serv1ces from
PP&L;on a.non»exclusmve b351s, and PP&L is willing to prov;de‘
these services; and

WHEREAS, PP&L desires to procure services from

Resources on a non-exclusive basis, and Resources is willing to

. provide these services; and




NOW, THEREFORE, in consideration of the agreements set

forth herein and intending to be legally bound'hereby, Resources

aﬁﬂ1PP&L»agréevasffollows:

A. Services

1. Resources agrees to provide, on an as-available
basis, such services as may from time to time be requested by
PP&L.. These services may include any Servicés necessary and
appropriate to the safe, efficient and cosﬁ effective,operaticn
of PP&li’s business, including but not limited to,‘executive
management, administration, accounting, finance, legal,
dcmmnﬁicaticns, purchasing, billing, information systems,

corporate secretarial, human rescurces, insurance and other

‘similar types of services.

2. PP&L agrees to provide, on an as-available basis,

such services as may from time to time be requested by Resources.

~ These services may include any services necessary and appropriate

to the safe, efficient and cost effective operation of Resources’

business, including but not limited to, executive management,

administration, accounting, finance, legal, communications,
purchasing, billing, information systems, corporate secretarial,
human resources, insurance and other similar types of services.

3. Resources and PP&L may request services of this

nature from time to time on an as-needed basis. Neither

'Resources nor PP&L is under any obligation to procure a set

amount of services pursuant to this Agreement. In additich,

neither Resources nor PP&L is obligated to procure~these'typés of




services solely from the other party to-this‘Aqreemenh; If they
‘sb;desire, Resources and PP&L may procure these or similar
service from third-party providers.
B. Costs and Accounting
| U, Services provided pursuanﬁ tofSection A of this
Agreement are to be charged to the recipient at their full cost
- to the provider.
o | a. Direct Costs
If costs can be detérmined‘with reasonable
dértainty,‘ﬁhesé costs will be assumed to Be thekdirect and full
ccstswdf'providing'the services at issue. |
| b. Indirect Costs
Costs shall include<applicablé indirect costs
such as overhead, to the eXtent‘that‘Sﬁdh,costs can be‘caiculatéd
','withAreaSQnable certainty and are readily ascertainable. For
exanple, costs associated.with,an individualfS'time,may includeya
 component for additional, related costs, as appropriaté (e.g.,
’appiicablé‘émpioyee benefit casts)f
If charges cannot be directly assigned to one
’ party, they will be allocated between the parties based on a
reasbnable approximation of the costs attributable to each party.
2. All ccsts,incurred‘by the providing party shall be
determined:in.accardanCe~with.generally'aGCepted accounting
principles andfshall include reasonable‘indirect.costs, inc¢luding

overhead, as set forth in Section A of this Agreement.




C. Billing and Payment

1. The party providing services under Section A of
this Agreement shaii submit invoices on a monthly or more
frequent basis to the party receiving such services. Such
‘invaidesyshall reference the service provided and the associatéd
costs, which Shallybe deternined in accordance with Sectich E‘of
this Agreement. | | | |

2. - Invoices shallfbe’due and payable within sixty
(60} days after receipt.

| D. General

1. Subsidiary Participation

ﬁReSOUrces" ag used in this Agreement includes all
subsidiary and affiliated companies of PP&L Resources, Inc. other
than PP&L and its subsidiaries.

The term of this Agreement shall commence on the
date~first‘set forth above or the date on which thé Pennsylvania
Public Utility Commission approves this Agreement, whichever is
later. Thereafter, this Agreementvshall dontinﬁe in full force
and effect until termiﬁated,by either of the parties upon 15
days’ written notice to the oﬁher party of its election to dé‘so.

3. Governing Law |

s This Agreement shall be gOVernednby and construed

in accordance with the laws of the Comm6HWealthfof Pennsylvania.




IN’WITNESS WHEREOF, the partles ‘have exeCuted thls

Agreement as set forth below.
PP&L RESOURCES, INC.

By:

’(Namé)
{Title)

® T PENNSYLVANTA POWER & LIGHT COMPANY

- By:__ e
‘ “(Name) -
(Title)




. In Ref Securities Certificate Of
- Pennsylvania Power & Light
Conipany In Respect 0f The
Proposed Plan Of Share Exchange

- In Connection With The
Establishment Of A Holding
Company Structure

Appendix H

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION ‘

Securities Certlflcate
No.

*8. NE 4 e N 86 Yo

To The Pennsy1Vania Public Utility Commission:

1.

- The nane of the public utlllty flllng thls Securltles

_Certlflcate is Pennsylvanla Power & nght‘Company (YPP&L" or the

’~“COmpany“) and its address is Two North Ninth Street, Allentown,

2.

The names and addresses of the Company’s attorneys

‘David B. MacGregor
Morgan, Lewis & Bockius
2000 One Logan Square
Philadelphia, PA 19103

| {215) 963~5448

~G. D. Caliendo :

Senior Vice President; General Counsel & Secretary
Paul E. Russell

Associate General Counsel

Pennsylvanla Power & Light. cOmpany

Two North Ninth Street :

Allentown, PA 18101

{(610) 774-4254

Penngylvania. _ 
are:
3.

PP4L is a corporation which was organized on June 4,

v1920 under the 1aws of the Commonwealth of Pennsylvanla to exist

kperpetually‘

The Ccmpany 1s subject to ‘the Pennsylvanla

Asscclatzons code, 15 Pa.C.S. §§ 101 et SO, , 1ncludlng the

 Pennsy1van1a Business COrporatlon Law of 1988, is Pa ,C.8. §§ 1101 et



ée’Q, for the government and regulatlon of its affalrs. PP&L is

S.L ‘ : vasted with lawful authority to supply and is supplylng to the

| public electric light, heat and power service in twenty~n1ne (29)

countiés in central eastern PennSYivania. At Décember 31, 1993, the

‘ e Company had approximately 12 mi‘llic’m ‘c‘ust‘omers. In p‘:’:ov.}idi:ng, this
service, PP&L is subject to the Public Utility Code ("Code"), 66

Pa.C.S. §§ 101 gﬁ;.ggg;, and’regulation by the PennSylvania'Public

~ﬂti1ity Commission ("Commission") thereunder.

4. At the time of filing of this Securities Certificate,
PP&L is not controlled, directly or indirectly, by any corporation.

PP&L Resources, Inc. ("Resources™") is a corporation organized under

the Pennsylvania Business Corporation Law of 1988. 15 Pa.C.S. §§
'1101 et seq. Pursuant to the terms of a subscrlptlon agreement

dated<March.16 1994, Resources, upon appropriate Comm1551on

approval, will become a direct wholly-owned subsidiary of PP&L,.
Thereafter, Upch‘réceiving shareholder and other apprdpfiafe |
i!! b regulatcryfappfovals; Resources will become the holding company
| B p‘arent of PP&L. The kcompa'ny's corporate structure ixﬁmediately prior
to, and after the formation of the holding COmpany structure is
. ‘ descm.hed in an Appllcat:.on filed by PP&L with the Comm:xssmon on

' March 18, 1994.Y

o v Appllcatlon Oof Pennsylvanla Power & Light Company For‘ (1)

¢ Pennsylvania Public Utility Commission Approval, Pursuant To

TR N Chapters 11, 19 And 21 Of The Pennsylvania Public Utility
Code, Of Certain Transactions And Agreement To Be Undertaken
‘In Connection With The Establishment Of A Holdlng Company
Structure, And (2) Pennsylvania Public Utility Commission

o : Certification To The Securities And Exchange Commission
® Pursuant To Section 33(a) Of The Public Utility Holding

2




5. PPE&L has determined that itkis apprbpriate:andkin,the
public intereét‘to»recrqanize its operations into a holding company
structure. A detailed description of this proposed corporate |
- peorganization and the reasons fgr‘it are fully sétkfdrth in PP&L’s

Application.

‘The holding company structure will be created through a
-’share.eXChange; in which all the outstanding common stock of PP&L
will be exchanged on a share-for-share basis for common stock of
ReéuurCésg A summary of the steps entailed inrthe share exchange is
| provided in‘Appendix.E of the Applicationa After the share exchange
is completed, all of PP&L’s common stock will be owned by Resources,
‘and all of Resources' comimon stock will be owned by the former

GWnersaof‘PP&L common stock.

The share exchange outlined ébove may result in;a change'
in the'term.of‘PP&Lfs¢common stock. While the issuer of the common
stock will change from PP&L to Resources, this change will have no
1effédﬁ‘onfratepayers. Chapter 19 of the Code is~designed‘tq protect
‘raﬁepayers. Chapter719 is not a "blue sky" 1aw‘and is not intended

to.protéct uﬁility,shareholders.’ York Railways Co. V. Pa. P.U.Cs.,

131 Pa. SuPErs’126,‘198 A. 920 (1938). Shareholder interests will
be fully protected because shareholders must approve the share
exchange under the Pennsyvania Business Corporation Law. In

addition, PP&L must file a Form U-1, registration statement and

-~ Company Act of 1935, filed on March 18, 1994
(“Appllcatlon“)



prbspectusvwith~the Securities and Exchange Commission (™SEC") in
: connedtlcn with the establishment of the holding campany structure.

It 1s therefore PP&l’s V1eW'that a securities cert*f1¢atevls nct

required. However, in order to avoid delay, to~prQV1de the

@émmission;with a full opportunity to review all aspects of this

transaction, and because other aspects of this transaction reQuiré

commission approval, PP&L is seeking Commission registration of this

securities certificate in connection with'the‘sharé exchange.

6. A detailed description of the share exchange is

 included as Appendix E tokthe:Applicatibh and is incorporated herein

by reference.

7. The purposes for which PP&L and Resources propose to
enter into the share exchange agreement are set forth in detail in

the Applicatlon.

8. The establlshment of a holding company structure will

requlre.the approval of the SEC through\the filing of a Form U-1.

,, In a&&;ﬁlon, the share exchange constitutes a publlc offering of the

comnon stcck of Resources under the provmsxons Of the Securltles Act
- of 1935 and will require the filing of a reglstratlon statement and
. prospectus with the SEC. Copies of these filings will be supplied .

to the Commission.

9. The following either are appended to this Securities
Certificate as Exhibits, incorporated by reference from the |

Application, or will be supplied when available:



A

I.

J.

A balance sheet of the Company as of December 31, 1993, 1s
included as Appendix B to the Company’s Application and is
incorporated herein by reference. A pro forma balance
sheet of PP&L and Resources giving effect to the proposed
transaction is included as Appendix F to the Application
and is 1ncorporated‘here1n by reference.

A statement of income of the Company for the 12 months
ended December 31, 1993, is included as Appendlx C to the
Company’s Application, and is incorporated hereln by
reférence.

A statement of utility plant of the Company at originail
cost as of December 31, 1993, is attached as Exhibit C.

A statement of securities of other ccrporatlbns owned by
the Company as of December 31, 1993, is attached as

Exhibit D.

A statement showing the status of the funded debt of the
Company as of December 31, 1993, is attached as Exhibit E.

‘A statement show1ng the status of outstanding capital

stock of the COmpany outstanding as of December 31, 1993,
is attached as Exhibit F.

00p1es of the;regxstratlon statement and prospectus to be
filed with the Securities and Exchange Commission in
connection with the establishment of the holdlng company
structure will be provided to the COmm1551on when
available.

A copy of SEC Form U-1 will be supplled4to the Comm1551on
when available.

A copy of resolutions of the Board of Directors of the
Company authorizing the proposed plan of share exchange
will be supplied when available.

Under the share exchange agreement, the certificates for
common stock will remaln unchanged, except that the issuer
will be Resources in place of PP&L. PP&L’s form of common
stock certificate was filed as Exhibit (J) to Securities
Certificate S-80124630 and is 1ncorporated hereln;by
referencé.

The only PP&L journal entries associated with the share
exchange will be the appropriate entries to reflect the
acquisition and disposition of the common stock of
Resources (100 shares, $1.00 per share), as dlscussed in
the Application. «




i

‘Dated: March 18, 1994

L. A copy of the share exahange agreement w;ll be supplied
when available. ;
WHEREFORE, PennsylVania Power & Light Company requests
that the Commission register this Securities Cerﬁificate;pursuant

to the provisions of the Public Utility CodefandeevidenCe~such

registration by an oOrder.

John R. Bl§g§r
Vice Pre51dentf4 Flnance




AFFIDAVIT

COMMONWEALTH OF PENNSYLVANIA )
| B | ss
COUNTY OF LEHIGH

: JOHN R. BIGGAR belng duly sworn accordlng to law,

' deposes and says that he is Vice Pr351dent-F1nance of ,
’Pennsylvanla Power & Light COmpanyy ‘that he is authorl?ed to'
and does make thls affldav1t for it; that he has read the
‘~‘foreg01ng Securltles Certlflcate and states that the facts
set forth therein are true and correct to the best of his_‘
‘knowledge, information and belief and he expects Pennsylvania
. Power & nght Company to be able to prove the same at any

hearlng'hereof.

“$worn to and subscribed

- before me this 18th day

. of March, 1994




PENNSYLVANIA POWER & LIGHT COMPANY
UTILITY PLANT ACCOUNTS
Acet. RENT - ‘ ' : : ,
No. g - E - December 31, 1993
Lo Uhht‘y plant in service - ,
101 ectric plant in service e ' - STy
Intangible plant V o - $ 15,006,114.10
Production plant : -
Steam production , $1 794,602, 118.62
Nuclear production 3,957,483, 653.35
Hydraulic production 79, 952 613.39 :
Other production , “34 816.706.12 o
Total productzon plant N 5, 876 855,091.48
“Transmission plant , ' ~ o 423 731 612 16
Distribution plant L : : 2,201 838 525.25
General plant — S . 272,170,210 47
~ Electricplantin service | SRR g, 879,601,553.46
101.1 Property under capital leases el ' , 75,629,908 33
o : Tota! utitity plant in service ~ 7B83555231,461.79
105  Electric plant held for future use , ' 32,871,545.37
107 Construction work in pragress R . __238600061.26
e Totat utility plant, less nuclear fuel o §,226,703 ,068.42
108 Accumulated provision for deprecratcon of . o S
B utility plant G , (2,396 033,589.32) ,
111 Accumulated provision for amcmzanon of ’ : ;
: : utility plant ~ ‘ ' (8,818.520.28)
4 - Netutility ptan.. fess nuclear fuel : B, 521 B850,978.81 -
1204 Nuclear fuel in process : e - 1,584, 283 03
Net utility plant

1206 Nuclearfue( under capital teases S 173394572, 08 1
l
1
i
1

Extiibit (C)
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~ Appendix I
e ., 1994
ay Securities and‘Exchange Commission
® 450 Fifth Street, N.W.
et  Judiciary Plaza
Wasnlngtcn, D. C. 20549
- . : Re:  Pemnsylvania Public Utility Commission
'y S : : Certification Pursuant to § 33{a) of the -
* Public Utilit ,Holdln‘ _Company Act of 1935

Dear Smr or. Madainz:
Puxsuant to Section 33(a) of the public Utlllty Holdlng

~Company“Act of 1935 (“Holdlng Company Act“), the Pennsylvanla

Public Utility Commission ("PUC or the "Commlsszxon")f hereby
certlfles that, ‘with regard to foremgn busmness act1V1t1es
'entexed into by Pennsylvama Power & nght Company (" P}?&L" or the
“Company“) and/or its afflllates the PUC has the authorlty and

resources to protect ratepayers SLbJeCt to its jurlsdlctlon and

intends to exercise that authority.

PE&l ig an investor-owned eiectric public utility

‘  : : ,mcoxporated in the C’ommonwealth of Pennsy1Van,1a P’P&’L previ’dee
: "electrlc sexv;ce to more than 1 million customers in a service
t.er:mtory of approx:nmately 10,000 square m.zles located Wlthln 29

ctmntles :m cent:r:al eastern Pennsylvan:.a All of PP&L's electmc
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, Securltles and Exchange Commission

; 1994

' Page i

o utility,operations are subject to regulation by the PUc,pursuant

to the Public Utility Code (Code), 66 pa,cis* § 101, et geq.

On March 18, 1994, PP&L filed an application with the

Commission requesting approval of the establishment of a holdinge

company structure. PP&L indicated that it,would,create a holding

company (PP&L: Resources, Inc.) to own PP&L and_PoWer Markets

Development Company, a newly-created corporation. Power Markets

~ Development Company will pursue unregulated business

‘oppcrtunltles both domestlcally'andxlnternatlonally On

4 the PUC granted PP&L's appllcatlon

The Commission has ample authority to protect

ratepayers subject to its jurisaiction. The Code grants the

Commmss;on pervasive powers to, 1nter ali investigate public

utllltles (§ 331); adopt all regulatmons and oxders necessary to

"carry out its statutory’dntles (8§ 501(a)), superv1se and.regulate

all public utilities (§ 501(b)); enforce its orders in the state

courts (§ 502); obtain information required to value utility

grdperty (§ 505); inspect utility facilities and records (§ 506);
hear and determine cugtomer complaints against utilities (§ 701);

approve the establishment and abandonment of service by public

 utilities (5§ 1102(a)(1)-(2)); approve the transfer of public

‘utility property (§ 1102(a) (3)); approve the acquisition by a

gublia utility of more than 5% of the voting stock of any
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écrp@ration‘(s 1102 (a) {4)); approve the exercise of the power of

eminent domain (§ 1104); establish just and reasonable rates

- {8 1301); prevent unreasonable rate discrimination'(§ 1304) ; £ix

theffair value of utility property (§ 1311); order~refuh&s ‘

(8 1312), ensnre adequate, safe, efficient fac111t1es and serv1ce

, (8 1501), prevent disc¢rimination in service (§ 1502), establlsh

',penaltles (§ 3301) and seek criminal prosecutlon.(§ 3302) for '
‘broad authority to protect Pennsylvania ratepayers from any
' potent1al adverse gonseguences of any unregulated business

~ companies.

 has an annual budget~of over $32 million’to fund its‘regulatory

‘and other prov;s1ons of the Code provide the CommlSlen with

.acthmtles, 1nclud1ng fcrelgn invegtuents byvaff;llated

accounting and depreciation systems (§§~170l, 1703); requlxe

maintenance of continuing prdperty~reCOrds (§ 1702) ; approve the

issuance and assumption~of,sécurities (§§ 1901-1903) ; pre;approve

affiliated interest agreements (§§ 2101-2107); and impose‘civil

v1clatlons oﬁ its regulatlons and orders. Taken together, ‘these

The Commigsion also has sufficient resources to

exercise this authority‘on behalf of ratepayers. The Commissicni~

oversight of the~Ccmm@nwea1th!s public utilitiés PUC Annual

Régort‘1991%92, at 5. It has a staﬁf of 581 emgloyees, 1nc1ud1ng



-,Securltles and,Exchange Commigsion
1994

Page 4

 attorneys, rate analysts, auditors, economists, engineers and

enforcement officers. PUC Annual Report 1991-92, at 4.

The Commission’s receht activities demonstrate ﬁhat it
will exereise~its authority to protect Customers. Fcr‘example,f
"durlng the 19°l 92 fiscal year, the Commission completed ?2 flxed
utlllty rate cases, 187 audxts and 14 Management Audlts, and
responded,ta 75 522 consumer‘complalnts 13 221 medlatlon requests‘ 
 and more than 5,000 consumer inquiries. PUC Annual,Report 1991~
82, at 1. | |

Moreover, the regulatlop of utllltles whlch\are part of
 ‘a holdlng company structure is not new to the Comm1531on Most
of the-magor utilities regulated by the Comm1s91on are’part'of
| hblﬂing‘companies‘ The Commission is well versed iﬂ>dealing~with~
nhaldxng companles and is fully capable of assurlng that k
k.fjurlsdlctlonal utlllty customers are protected agalnst any cross-=

~subs¢&12atlongof costs or transfer of risk wh;ch might occur.

For all of the foregoing reasans, the Comm1531on
 1‘cert1f1es that it has the authorlty, resources and experlence to

"fprotect'Pennsylvanla ratepayers from any potential adverse
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- consequences of foreign busineSS activities by PP&L and/or its

affiliated companies.

VerY‘truly yours,

PENNSYLVANIA PUBLIC UTILITY
COMMISSION

’Bjy’:




COMMONWEALTH OF PENNSYLVANIA

DATE: - March 29, 1994

SUBJECT F:Ll}.ng(s) of PP&L concerning
- formation of a hol&lng company

~ M—G’@?f/c?fxﬁj N Ul g
g ' MAR 2 § 1094 =/
T0: ,Fran,Osgagtl‘ 7 s
- Document Filing e ; i
- FROM: YV L mﬁ“&sﬁ?&m@a
FROM: Doug Beebe 2

Securities Section, 0SA

: After dlscussz.ng the above fll:mg with OSA’s attorney,
Alphonse Arncald, and with officials at PP&L, I suggest accephng
from the utlllty 3 f£filings, captloned. as follows:

Appllcatwn of Pennsylvania Power & A= F.xxx
nght Company for approval of the : ' '
utility’s acquisition of all the voting

. stock of PP&L Resources; Inc.

 Services Agreement between Pemnnsylvania G-0094xxxx
- Power & Light Company and PP&L
Resources, Inac.

w
Reguest of Pennsylvanla Power & Light M-0094xxxx =} D
Company for the Commission’s Certifi- o -
cation of its authority to the ‘ r,.. o
- Securities and Exchange Commission s , R «-g
 pursuant to the Public Utility Holding S L Y
 Company Act of 1935. i ' g% % |
-

‘ The transfer of stock that is the subject of the abcve—v
captmned applmatlon is not the transfer of the stock of the

3u2:1.sd1<:t3.0na1 utility, PP&L, so it appears that a folder ll‘l the
5000 series is not called for.

5 We do not believe we need to ask PP&L to make any
“additional fllmgs, as the necessary material is all here in the
~utility’s omnibus "application". If your bureau disagrees, we will

ask PP&L to file the Services Agreement as a separate affiliated
interest agreement, and the SEC certification request as some sort

of separate flllng‘ ~ The utlllty has offered to make such separate

'fllmg‘s if that is the Commission’s preference.

Public Utility Commission




~Contrary to the opinion of the utility’s outside counsel,

we do not believe there is anythlng in the proposed series of
transactlonS‘that constitutes the issuance of securities within the
meaning of 66 Pa. C.5. $§1901, -and consequently' no securities
certificate is required. We ask that you delay returning the
utlllty's flllng fee, however, until the Commission has entered a
order evidencing its opinion that no securities certificate is
required. We expect to have such an order before the Commission
for Public Meeting scheduled for April 14, 1993.

Neither do we believe the Stock Exchange Agreement
,‘hetweenuPP&L an& PP&L: Resources constitutes an affilisted interest

 agreement requlrlng prior Commission approval. This, too, will be

~ addressed in our order to be prepared for the April 14 meeting.

We also intend by the April 14 order to consclldate the

three filings captioned above.

ge:  Alphonse Arnold,'osA
Bob Wilson, OSA
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IONWEALTH OF PENNSY RN -
PENNSYLVANIA PUBLIC UTILITY COMMISSION'
‘ PO. BOX 3265, HARRISBURG, PA 17105 3265

March 29, 1994

 PAUL E. RUSSELL, ASSOCIATE GENERAL COUNSEL

PENNSYLVANIA POWER & LIGHT CO

IWO NORTH NINTH ST
ALLENTOWN PA 18101

"

) Eﬁc;

o Dear:Mri Russell:

kA

INREPLY PLEASE
REFERTOOURFILE

A-110500¥0206

MCMEN"E
FOLDER

‘-Appiicatibn,of Pennsylvania Power & Light Company for approval of
the Usility's acquisition of all the voting stock of PP&L Resources,

, Re¢ELpt is acknowledged of the application of Pennsylvania
Power & Light Company which has been‘captioned,and doc¢keted to the

above number.

‘  We are returning one $350. check pending a Gommission Order
econfirming its opinion.that mo securities certificate is required.

‘The matter will receive the attention of the Commissiont
and you will be advised of its action. .

Eao

Cértiﬁiéd Mail

Very triuly yours,

for John Alford
Secretary

"ﬁ zh%&ﬁﬁx

g)‘\a

%8&%3 (}’199%
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PENNSYLVANIA PUBLIC UTILITY COMMISSION

NOTICE TO BE PUBLISHED

Notice is hereby given that ap’plicatipn hag ’b'eeny made to the
Pennsylvania Public kUti‘lity Commission; ynder the provisions ‘of the
Pubiic Utility Code, by PENNSYLVANIA POVER & LIGHT COI'B?ANY for ’ap‘provél,
_pursuant to Chapter 11 of the Public Utility - Code, okff certain
transactions in connection with the utility's establishment of a holding
company structure. (A-110500F0206). | |

4 Notice is hereby also given that thisv.applicat’ion may  be
congidered by the Commission without a hearing. Protests or petitions to '
int,ervéne may, however, "be filed with  the Publié Utility Commission,

Harrisburg, with copy served upon appi‘it:ant on -or before May 16, 1994

" pursuant to Title 52 of th‘e Pennsylvania Code. k

~ PENNSYLVANIA POWER & LIGHT COMPANY

. -a;': =3
Counsel for applicant ";5 g?ﬁ ,
 PAUL E RUSSELL, ASSO. GENERAL COUNSEL ﬁpﬁ?z @39@4

PENNSYLVANTA POWER & LIGHT COMPANY
THO NORTH NINTH STREET
ALLENTOWN PA 18101-1179




