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Compliance with Applicable Statutory Provisions

For the reascns explained below, Holding Company

believes that the Exchange complies with the applicable standards

of Secblon 10 of the 1935 Act and that, after the.Exchange has

'.heen éOﬁsummated, Huldlng Company will qualify for an exemption |
'frem.all of the provmslons of the 1935 Act (except for Section

' 9(a) (2) thereof) under Section 3(a) (1) of the 1935 Act (i.e.,
because Holding Company and each electric utility subsidiary from

. which Holding Company will derive any material part of its income

are predominantly intrastate in character and carry on their
businesses in Pennsylvania, where all such companies are

organized).

1. Section 10(b)

~Section 10(b) of the 1935 Act requires the Commission
to approve the Exchange unless the Commission finds that:

(1) such acquisition will tend towards interlocking
relations or the concentration of c¢ontrol of public utility
companies, of a4 kind or to an extent detrimental to the
publlc 1nterest or the interest of investors or consumers,

{2) in case of the acquisition of securities or
utility assets, the consideration, including all fees,
ddmm13510ns, and other remuneratlon, to whomsoever paid, to
be glven, &1rectly or indirectly, in connection with such
acquisition is not reasonable or does not bear a fair ,
relation to the sums invested in or the earning capacity of
the utllmty assets to be acquired or the utility assets
underlying the securities to be acquired; or

(3) _such acquigition will unduly complicate the
capztal structure of the holdlng company-system of the
applicant or will be detrimental to the public interest or
the interest of investors or consumers or the proper
functioning of such holding company system.
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a.  Detrimental "Interlocking Relations" or
"Concentratlon of Control"

The restructuring mereély involves the formation-of a
 holding company over PP&L and its subsidiaries and, therefore,
will not "tend towards interlocking relations . . . of public
utility companies, of a kind or to an extent detrimentalyto the
public iﬁterest‘or the interest of investcors or consumers." The
rélationship«between pPP&ls and Safe Harbor will nnt‘be changea as
a résult'cf the Exchange, and both PP&L and Safe Harbor will
continue their utility operations in essentially the same manner
as prior to the restructuring.

similarly, the restructuring will not tend toward any
"concentration of control of pub11¢ utlllty companies" that might
be detrlmental to the public interest, consumers, or 1nvestors.
mhe proposed‘restructurlng will not 1nvolve the acquisition of
any utility assets notyalready owned, directly or indirectly, by
PP&L and "will therefore have no effeét on the concentration of

control of public~utility companies." Wisconsin Enerqv Corb

Holding Co. Act Release No. 24267, 37 SEC Docket 296 300 {1986) .

b.  Fairness of Consideration and Fees

Section 10(b) (2) of the 1935 Act requires the
Commission to determine whether the consideration:in,connection
'with a prOpOSeduacquisition of securities is reasonable and béars
a falr relatlon to the 1nvestment in and earnlng capaclty of the
utllxty assets underlying the securities bezng acqulred.

| As discussed abOVe, the proposed restructuring involves

the conversmon of each share of PP&L Stock 1nto a share of
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Holding Company common stock. Because the proportion of each

shafehclder‘s ownership will be unchanged, the consideration is

fair and reasonable. Wisconsin Energy Corp., supra, 37 SEC
Docket at 300; |

As stated in Item 2. above, an estimate of the fees and
eXpenses to be paid in connection with the proposed restructuring
wiil bé filed as Exhibit'i»l byvamendment hereto. Holding . |
ycompany\belleves that such.fees and expenses are reasonable and
;customary for a transactlon of this kind and are not materlal
_when measured‘against PP&L’s consolidated book value or the

earning capacity of its assets.

e
The pioched restructuring wili not involve the
creation of any ownership interests other than those which are
' heceSSary~to maintain the basic corporate relationships of the
holding company syggemkto be established. COntrOllof the system
will remainlih the(hénds of the existing hclders,of'PP&L Stock,
"whc,wiil‘become the Shareholders‘cf.ﬂolding COmpany. | | |
i Pursuant to the Exchange, Holalng Company will acquxre
‘all of the common stock of PP&L. There will be no mlnorlty
'common stock.interest in‘PP&L, and the existing debt and senior
9quity securities of PP&L will‘beyunaffectedak The Commisgion has
’fpreV1ously determined that similar pronosed,restructurlngs do ﬂot

unﬁuly compllcate corporate capltal structures. ;See,Ae.g;,

€IPSCO, Inc., Holding Co. Act Release No. 25152, 47kSEG Docket
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174, 178 {1990); Wisconsin Energy Corp., supra, 37 $EC Docket at
300.

Section 10(c)

The relevant provisions of Sectidn 10(c) of the 1935
Act state that the Commission shall not approve

{1} an acquxsmtlon of securities or utility assebs,ycr
of any other interest, wh;ch,zs . « . detrimental tu the
carrylng out of the provisions of Section 1i: or

; (2) the acquisition of securities or utility assets of
a public utility or holdlng company unless the Commission
finds that such va31Slt10nAW111 serve the public interest
by tending towards the economical and the efficient
~development of an integrated pnbllc utility system . . . .

Section 10(c) {1) prohlblts an acquxszt;on of securities

’3wh1ch is "deﬁrlmental to the carryxng out of the prov;s1cns of
‘ kSectlan 11.% Sectlon,li(b)(7) in turn requires- the Commission to

"'fensure:thaﬁ “the corporate structure « -« 0of any company in the

holding company'system does nat unduly or unnecessarlly

complicate the structure, or unfaxrly or inequitably dlstrlbute

voting power among securxhy:holderslyai such holdzng-company

system." The Commission has construed this requirement., in the

context of the proposed formation of a holding company over an

‘exi&ting»public5nti1ity, to mean that the structural change must

‘result,ln “31gn1f1cant beneflts" to theAholdlng company*system‘

- CIPSCO Inc., supra, 47 SEC Docket at 178.

As dxscussed zn.Item i, above, the.holdlng company

: structure,resultlng £rom the;proposed reorganlzatlon will yaeld

sxgnz‘zcant benefits. In short,,zt will fac;lltatelthe :
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enterprise’s participation in unregulated businesses, it will
‘better insulate ?P&L’s'utilitﬁ ratépayers from the risks and
}fuosts associated with business actlvmtles of unregulated

‘ subs;dlarles, it will enhance managerial accountabllz ty for
Séparaﬁe'busineSS activities and it will permitrthe‘use of
financing technigues that are more airectly suited;tO'the
particular reguirements, characteristics and risks of unregulated
‘and non-utility opérations~without affeéting the capital
Strﬁcturevo: CreditwurthineSS of PP&l,. In cases involving‘
“similar corporate reorganizations, the Commission has held that
the existence of these kinds of poténtial'benefits satisfies the
statutory standard of Section 10(c) (1). See, e.q., CIPSCO, Inc.,

8upra, 47 SEC Docket at 178-79.

b. Economies and Efficiencies of an Integrated System

The restructuring will serve the public interest by
tending towards the economical and efficient development of an
intggrate&‘gublic'utility system, as reguired by Seétimnklﬂ(C)(Z)
of the 1935 act. | |

(i) EConomles and,Eff1c1enc1es

: ‘ In addltlon to the benefits referred to in paragraph
2 a. of thlS Item, a number of economies and eff1c1enc1es will
result from Ehe‘holdlng company structure. f"

As the Comm1531on.has found in a number of analogous

kcases; a holdlng company structure would4perm1t adjustments of a

‘ukility’s tapltal ratlos to approprlate lpvels thraugh leldends :

to, or equlty investments from, the holdlng company. WPL

Holdings, Inc., Holding Co. Act Release No. 25377, 49 SEC Docket
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1255, 1257 (1991). This ability to adjust the CQmponents of
PP&L‘ S capital structure will also ianease geﬁera1 financial
- flexibility, which will allow PP&L to take advantage of more

attractive financing opportunities that might not otherwise be

available, See CIPSCO_Inc;, supra, 47 SEC Docket at 179. The
, fiexibility associated with a balanced capital structure permits
_the issuance of various types of securities under any conditions
fand,thuS'ihcieaSes the*poteﬁtialrfor cost reductién,: As the
commissién'has,notea in similar'circumstances,‘#1owér~¢05t |
financiﬁq‘Cén,énhance efficient utility operations aﬁd:behefin

ratepayers and senior security holders."

Holding Co. Act Release No. 25409, 50 SEC Docket 294, 296 (1991).
| The restructurlng should also help to broaden the

' holdlnq compang system's flnaQC1al base;and its 1nvestment appeal
‘by‘redudlng the system 8 dependence on its utlllty operatlons.
This diversity should also increase flnan01ng:alternat1vesvand
efficiencies, since financing may be tailored to the specific |
needs and;cirCUmstanceswof the individual utiiityqand'nOn-utility
_businesses. :

The holdlng company'structure will tend to insulate

'f.'PP&D'S customers and securlty holders frdm,the risks of

| unregulated businesses by a110w1ng the enterpr;se to pursue such.
' businesses through nery created subsidiaries of Holding Company.

: This,reduc&d risk exposure should enable PP&L to raise new

‘preferred‘an&‘debt capital at a lower cost than might be poss1b1e

if un:egulated husmnesses were direct subsidiaries of PP&L. As

the‘Comm1551on‘has stated in similar clrcumstanCES,,“the
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insulation of the utility businesses . . . from any risks of
diversification and the resulting lower costs should tend toward

more efficient and economical operation of the utility businesses

« « a» <" CIPSCO, Inc., supra, 47 SEC Docket at 180.
The Commission has noted in analogous cases that these

‘kinds of financial and organizational advantages will suffice to

- satisfy Section 10(c)(2). See WPL Holdings, Inc., supra, 49 SEC
‘,Ddcket at 1257-58, Moreover, a CQmmissidn finding of |
"efficiencies and economies" may be based "on the potential for
economies presented by the acquisition even where these are not
precisely quantifiable." American Electric Power Co., 46 SEG
1299, 1322 (1978). 1In this case, it is ¢lear thét the proposed
réstrudturing promises to provide significant financial and
;crganizaticnal advantages and that the subsﬁantial'potential
economies and efficiencies meet the standard of Section 10(¢) (2)

of the 1935 Act.

(2) Integrated Public Utilityv System
PP&L’s electric utility system is presently
“integrated® within the meaning of Section 2(a) (29) of the 1935

Act and will remain so after the restructuring.

‘Section 10(f) provides that

The Commission shall not approve any acquisition

. +» » under this section unless it appears to the

satisfaction of the Commisgion that such State

laws as may apply in respect of such acquisition
- have been complied with, except where the e
- Commission finds that compliance with such State
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laws would be detrimental to the carrying out of
the.prov151ons of section 11 o s w .

The Exchange is expressly condltloned on full
compllance with the laws of Pennsvlvanla. PP&L,has filed an
kppllcatlon with the PUC, a copy of which is filed as Exhibit D- 1
heretc, and a copy of the PUC’s determlnatlon.pursuant thereto

‘will be filed as Exhibit D-2 by«amendmént hereto. Finally, the
restructuring will be consummated in compliance with other

applicable Pennsylvania laws.

- Following the proposed restructuring, neither Holding
‘~Company nor PP&L intends to reglster as a holding company under
the 1935 Act. Holding Company believes that, follow1ng
consummatlon of the Exchange, it will be entltled to exemptlon
under Section 3(a) (1) of the 1935 Act from all of the provisions
kkaf the 1935 Act (except for Section 9(a) (2) thereof) because it
~and each of the public utility subsidiérieskfromkwhich it will
derive a material part of its income Will be piedominantly
ylntrastate in character and will carry on their bu31nesses
substantlally~w1th1n the state of Pennsylvania. Sectlon 3(a)(1)

- also requires the Commission to grant the requested exemption

“wunless and except insofar as it finds the exemption detrimental

to the public interest or the interest of investors or
consumers." Holding Company believes that PP&L will continue to
meet the requirements for exemption under Section 3(a)(2) of the

1935'A¢t.
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~ Item 4. Regulatory Approval.

The proposed restructuring will require the approval of

the PUC. A copy of the Application to the PUC is filed as
~ Exhibit D-1 hereto, and a copy of the PUC’s determination

pursuant thereto will be filed as Exhibit D-2 by amendment

The FERC must approve the pr0poséd restructuring under

Section 203 of the Federal Power Act, and the Nuclear Regulatory

‘CommASSLOn ("NRC") w111 be requested to consent to the de Fjur

- transfer of NRC licenses pursuant to Section 184 of the Atomlc

Energy Act and 10 C.F.R. §50.80. Copies of the application to

the FERC and the request to the NRC for consent will be filed as

Exhibits D-3 and D-5 hereto, rESpEGtively; and cbpieS~ofithe
FERC’s Order and NRC’s Order pursuaﬂt théretovWiil be filed as
Exhibits D-4 and D*G; resPectivély, by amendment heretoQ

k No other state or Federal comm1SS1on has jurlsdlctzon

over the proposed restructurlng

Item 5. Procedure.

Holdlng Company respectfully reguests the Comm1551on to

' promptly issue and publish the requ1S1te notlce.under Rule 23
szth respect to the filing of this appllcatlon, to prov1de for
the flllng of comments in a tlmeframe that permlts the Commission

- to enter an order granting and permlttlng thlS applzcatlon to
'become;effectlve on or before September 30, 1994. A form of
- notice suitable for publication in the Federal Register isy

attached hereto as Exhibit H-1.
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Holdlng Company does not belleve that there should be a
‘ recommenaed‘dec1s1on by a hearing officer or any other
responsible officer of the Commission or that there shbuld be a
30-day waztlng period between the issuance for the CommlsSAOn s
eeborder and the date on which it is to become effective. Holdlng
Company requests that the Commission’s order become-effectlve
‘immedietely1upcn,the entry thereof‘}fHoiding Company consents to
thezbivisibn/df Corporate Regulation assisting in the preparation
of the Commission‘s decision and/or order in this matter, unless

the Division opposes this application.

Item 6. Exhibits and Financial Statements.

;’ Financial statements of Heiding Company are not
included,because it has n0~essete and has not engaged‘in any
business operations. Pro forma financial statements of PP&L and
Safe Harbor~are not 1nc1uded because ‘the Exchange W1ll have 1o

: eﬁfect on the flnanc1al statements of such companies.

NO. DESCRIPTION . METHOD OF FILING
A1 Articles of Incorporation of filed herewith
: Hclding Company
'_ Ar2‘ By4Lawsedf‘Holding Company Filed,herewith;
= A?3 ‘ Reétated Articles of Incorporated‘herein by

- Incorporation of PP&L reference to Exhibit 3(i)
, , to PP&L‘s Form 8-K Report
(File No. 1-905) dated
January 26, 1994

A4 By-Laws of PP&L Incorporated herein by
= reference to Exhibit 3(b)
to PP&L’s Form 10-K Report
(File No. 1-905) for the
year ended December 31,
1951 -



D-2
D-3

D-4
D-5

D6

Bl

F-1

s

G-1

I-1-

- Application to the PUC,

. DESCRIPTION

broposed form of Plan of

- Exchange

dated
March 18, 1994

. Determination of the pUC

Application for FERC
authorxzatlon under Section
203 of the Federal Power Act

Qr&e: of the FERC

Regquest for NRC consent under
Section 184 of the aAtomic |

- Energy Act and 10 C.F.R.

§50.80

‘Order of the NRC

Map showing servicde area of
PPEL

Preliminary~opinion.of counsel
"Past tense oplnlon of
counsel

Consolidated Balance Sheet of
PP&L as of December 31, 19393
and Consolidated Statements of
Income, Sharecowners* Common

- Equity and Cagh Flows for the

three fiscal years ended

‘December 31, 1993

PP&L’s Current Report on Form
8~K dated April 7, 199%4

Cbnsollaated,salance Shest of
safe Harbor as of December 31,
1993 and Consolidated
Statements of Income,
Stockholders’ Equity and Cash

- Flows for the three fiscal
years ended December 31, 1993

Formnof Notice

Fees, Comm1351ons and Expenses

 METHOD OF FILING
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Filed herewith

1993

Filed herewith

To be filed by amendment
To be filed by amendment

To be filed by amendment
To be filed by amendment

To be filed by amendment
Filed herewith

To be filed by amendment

To be filed by amendment

Incorporated by reference
to PP&L‘s Annual Report on
Form 10-K for the fiscal
year ended December 31,

Incorporated by reference
to PP&L’s Current Report on
Form 8-K dated April 7,

1994 ‘

Filed herewith

"~ Filed herewith

To be filed by amendment
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rﬁem 7‘ Information as to Environmentai Effects.

Holding Company does nct,believe that the restructuring
will involve a "major federal action" nor wi11 it‘"significant1y
 affe¢t the‘quality bf the human énvironment“,as those terms are
 usea in Section 102(2) (c) of‘the National Ehﬁiroﬁmental Policy
Act. The only federal actions related to the restructuring
:yertain'to the Commission’s declaration of the effectiveness of
the Registration Statement, Commigsion approval of this
appiication,,thefFERc's authorization,unaer Section 203 of the
' Federal Power Act, and the NRC’'s consent under Section 184 of the
~Atomi¢ Energy Act. The restructuring will not result in changes
in\the operations of PP&L or safe Harbor that would ha#e any
'impact bn the environment. No Federal agency has prepared or is
1 prepéfinQ~an environmental impact statement withfrespect to the

proposed restructuring.




i) T e SIGNATURE

: Pursuant to the requirements of the Public Utlllty
Rt ; Hold;ng Company Act of 1935, the under51gned‘company“has duly
‘ . caused this statement to be signed on its behalf iby the
" RN under51gned thereunto duly authorized.

PPSL RESOURCES, INC.

®  pate: april 21, 1994 By: [/s/ William F. Hecht
SR R - William F. Hecht

President ‘
(Signature and printed name
and title of signing ofﬁlcer)
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~ Articles of Incorporation this

Akmzcnxs.or INCORPORATION
FP&L RESOURCES, INC.

1. The name of the corporation is PPE&L Resources, Inc.,

« 2, fThe address of the registe:edyﬁtticerof‘the
corporation in thiS“CommanWealth‘is,Twowncrth.ninthzstreet,

Allentown, Lehigh County, Pennsylvania 18101~1179.

3. The corporation is incorporated under the

. provisions of tha,BusinesSVCorporation.Law~of;1988;

4. The aggregate number of shares which the

E ,'carpératianrshail have the authority to issue is 100 shares, par
~ value $.01 per share. L -

3. The shareholders of the corporation shall not have

the right to cumulate their votes for the electicn of directors
- of the corporation. : : : : , :

6. The following provisions of the Business
ccrporaticnvnaw~c:W1988 shall not he-applicab13~tortne ‘
corporation: 15 pa.c.S. § 2538 (relating to approval of

ftransactiana'with:interestedsshateholders) and 15 Pa;c‘s-;sﬁbchs,

25E~G (relating to conttol‘transactions,fbusiness,c°mbinations,
control-share acquisitions and disgorgement by certain

' - controlling sharehalder57£01lbwing attempts to acquire céntrol,
respectively). - o ; g " :

7. These articles of incorpératicn'may bé‘amenaed in

the manner at the time prescribed by statute, and all rights
- conferred upon shareholders herein are granted subject to this
reservation. ‘ B o . ,

IN wITNESS’WHER£QF, thekIncbrporatbrﬂhas‘QXecuted~these :
14th day of March, 1994. ‘

. Weﬁa{)h,fﬁell,'zsquiré T
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BYLAWS
OF
PP&L RESOURCES, INC.
(a2 Pennsylvania Corporation)
£ I 00000. - .

ARTICLE I
Offices and Fiscal Yearvr

Section 1.01. Registered Office.--The registered office of
the corporation in the Commonwealth of Pennsylvania shall be at
Two North Ninth Street, Allentown, PA 18101-1179, until
otherwise established by an amendment of the articles of
incorporation (the "articles") or by the board of directors and a
record of such change is filed with the Pennsylvania Department
of State in the manner provided by law.

Section 1.02. Other Offices.--The corporation may also have
offices at such other places within or without the Commonwealth
of Pennsylvania as the board of directors may from time to time
appoint or the business of the corporation may require.

Section 1.03. Fiscal Year.--The fiscal year of the
corporation shall begin on the 1st day of January in each year.

ARTICLE II
Notice-~Waivers--Meetings Generally

(a) General Rule.--Whenever written notice is required to
be given to any person under the provisions of the Business
Corporation Law or by the articles or these bylaws, it may be
given to the person either personally or by sending a copy
thereof by first class or express mail, postage prepaid, or by
telegram (with messenger service specified), telex or TWX (with
answerback received) or courier service, charges prepaid, or by
facsimile transmission to the address (or to the telex, TWX,
facsimile or telephone number) of the person appearing on the
books of the corporation or, in the case of directors, supplied
by the director to the corporation for the purpose of notice. If
the notice is sent by mail, telegraph or courier service, it
shall be deemed to have been given to the person entitled thereto
when deposited in the United States mail or with a telegraph
office or courier service for delivery to that person or, in the
case of telex or TWX, when dispatched or, in the case of ,
facsimile transmission when received. A noticde of meeting shall
specify the place, day and hour of the meeting and any other
information required by any other provision of the Business
Corperation Law, the articles or these bylaws.
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{b) Adjourned Shareholder Meetings.--When a meeting of
shareholders is adjourned, it shall not be necessary to give any
notice of the adjourned meeting or of the business to be 7
transacted at an adjourned meeting, other than by announcement at
the meeting at which the adjournment is taken, unless the board
fixes a new record date for the adjourned meeting in which event

notice shall be given in accordance with Section 2.03.

»

Section 2.02. Notice of Meetings of Board of Directors.--
Notice of a regular meeting of the board of directors need not be
given. Notice of every special meeting of the board of directors
shall be given to each director by telephone or in writing at
least 24 hours (in the case of notice by telephone, telex, TWX or
facsimile transmission) or 48 hours (in the case of notice by
telegraph, courier service or express mail) or five days (in the
case of notice by first class mail) before the time at which the
meeting is to be held. Every such notice shall state the time
and place of the meeting. Neither the business to be transacted
at, nor the purpose of, any regular or special meeting of the
board need be specified in a notice of the meeting.

Section 2.03. Notice o

(a) General Rule.--Written notice of évery meeting of the
shareholders shall be given by, or at the direction of, the
secretary or other authorized person to each shareholder of
record entitled to vote at the meeting at least (1) ten days
prior to the day named for a meeting (and, in case of a meeting
called to consider a merger, consolidation, share exchange or

division, to each shareholder of record not entitled to vote at

the meeting) called to consider a fundamental change under 15
Pa.C.S. Chapter 19 or (2) five days prior to the day named for
the meeting in any other case. If the secretary neglects or
refuses to give notice of a meeting, the person or persons )
calling the meeting may do so. In the case of a special meeting
of shareholders, the notice shall specify the general nature of

the business to be transacted.

*

- (b) Notice of Action by Shareholders on B aws.-=In the
case of a meeting of sharecholders that has as one of its purposes
action on the bylaws, written notice shall be given to each
shareholder that the purpose, or one of the purposes, of the
meeting is to consider the adoption, amendment or repeal of the
bylaws. There shall be included in, or enclosed with, the notice
a copy of the proposed amendment or a summary of the changes to

be effected thereby.

(¢) Notice of Action by Shareholders on Fundamenta
Change.-=In the case of a meeting of the shareholders that has as
one of its purposes action with respect to any fundamental change
under 15 Pa.C.S. Chapter 19, each shareholder shall be given,

2
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 Dissenters Rights.--In the case of a meeting of the

together with written notice of the meeting; a copy or summary of
the anendment or plan to be considered at the meeting in

compliance with the provisions of Chapter 19.

N | . N - *

Notice of Action by Shareholders Givin

e _to
shareholders
that has as cne of its purposes action that would give rise to

kd)

~dissenters rights under the provisions of 15 Pa.C.S. Subchapter

15D, each shareholder shall be given, together with written
notice of the meeting: '

(1) a statement that the shareholders have a right to
dlissent and obtain payment of the fair value of their shares

by complying with the provisions of Subchapter 15D (relating
- to dissenters rights); and

‘(2) a copy of Subchapter 15D
Section 2.04. Waiver of Notice.

(a) Wrjtten Waiver.--~Whenever any written notice is
required to be given under the provisions of the Business
Corporation Law, the articles or these bylaws, a waiver thereof
in writing, signed by the person or persons entitled to the
notice, whether before or after the time stated therein, shall be
deemed equivalent to the giving of the notice. Neither the
business to be transacted at, nor the purpose of, a meeting need
be specified in the waiver of notice of the meeting.

(b) Waiver by Attendance.--Attendance of a person at any
meeting shall constitute a waiver of notice of the meeting except
where a person attends a meeting for the express purpose of

objecting, at the beginning of the meeting, to the transaction of

any business because the meeting was not lawfully called or

convened.

. Section 2.05. Modification of Proposal Contained in
Notice.--Whenever the language of a proposed resolution is
included in a written notice of a meeting required to be given
under the provisions of the Business Corporation Law or the
articles or these bylaws, the meeting considering the resolution

~ may without further notice adopt it with such clarifying or other

amendments as do not enlarge its original purpose.

Section 2.06.

(a) General Rule.--Whenever any notice or communication is
reguired to be given to any person under the provisions of the
Business Corporation Law or by the articles or these bylaws or by
the terms of any agreement or other instrument or as a condition
precedent to taking any corporate action and communication with

3
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that person is then unlawful, the giving of the notice or
communication to that person shall not be required.

(b) hareholders Without Forwarding Addresses.--Notice or
other communications need not be sent to any shareholder with
whom the ¢orporation has been unable to communicate for more than
24 consecutive months because communications to the shareholder
are returned unclaimed or the shareholder has otherwise failed to
provide the corporation with a current address. Whenever the
shareholder provides the corporation with a current address, the
corporation shall commence sending notices and other
communications to the shareholder in the same manner as to other

3

shareholders.

Section 2.07. Use of Co ence. ) and S :
Equipment.-~Any director may participate in any meeting of the
board of directors, and the board of directors may provide by
resolution with respect to a specific meeting or with respect to
a class of meetings that one or more persons may participate in a
meeting of the shareholders of the corporation, by means of
conference telephone or similar communications equipment by means
of which all persons participating in the meeting can hear each
other. Participation in a meeting pursuant to this section shall
constitute presence in person at the meeting.

ARTICLE TIII
Sharehélders

V Section 3.01. Place of Meeting.--All meetings of the
shareholders of the corporation shall be held at the registered
office of the corporation or such other place as may be
designated by the board of directors in the notice of a meeting.

. Section 3.02. Annual Meeting.--The board of directors may
fix and designate the date and time of the annual meeting of the
shareholders, but if no such date and time is fixed and
designated by the board, the meeting for any calendar year shall
be held on the fourth Wednesday in April in such year, if not a
legal holiday under the laws of Pennsylvania, and, if a legal
holiday, then on the next succeeding business day, not a
Saturday, at 1:30 ofclock P.M., and at said meeting the
shareholders then entitled to vote shall elect directors and
shall transact such other business as may properly be brought
before the meeting. If the annual meeting shall not have been

called and held within six months after the designated time, any

shareholder may call the meeting at any time thereafter.

Section 3.03.

: (a) €all of Special Meetings.--Special meetings of the
shareholders may be called at any time: o
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(1) by the board of directors: or

(2) unless otherwise provided in the articles, by
shareholders entitled to cast at least 20% of the votes that
all shareholders are entitled to cast at the particular
meeting.

(b) ixing of Time for Meeting.--At any time, upon written
request of any person who has called a special meeting, it shall
be the duty of the secretary to fix the time of the meeting which
shall be held not more than 60 days after the receipt of the
request. If the secretary neglects or refuses to fix the time of
the meeting, the person or persons calling the meeting may do so.

‘Section 3.04. Quorum and Adjournment.

: (a) General Rule.--A meeting of shareholders of the
corporation duly called shall not be organized for the

transaction of business unless a quorum is present. The presence
of shareholders entitled to cast at least a majority of the votes
that all shareholders are entitled to cast on a particular matter
to be acted upon at the meeting shall constitute a quorum for the

~ purposes of consideration and action on the matter. Shares of
~the corporation owned, directly or indirectly, by it and

- controlled, directly or indirectly, by the board of directors of

this corporation, as such, shall not be counted in determining
the total number of outstanding shares for quorum purposes at any
given tinme. ‘

, (b) Hithdrawal of a OQuorum.--The shareholders present at a
duly organized meeting can continue to do business until
adjournment notwithstanding the withdrawal of enough shareholders
to leave less than a quorum. :

- {(c) Adjournments Generally.-=Any regular or special meeting
of the shareholders, including one at which directors are to be

~ elected and one which cannot be organized because a guorum has

not attended, may be adjourned for such period and to such place

- as the shareholders present and entitled to vote shall direct,

except that any meeting at which directors are to be elected

‘Shall be adjourned only from day to day or for such longer

periods not exceeding 15 days each as the shareholders present
and entitled to vote shall direct.

(d) Electing Directors at Adiourned
shareholders entitled to vote who attend a meeting called for the
election of directors that has been previously adjourned for lack
of a quorum, although less than a quorum as fixed in this

 section, shall nevertheless constitute a quorum for the purpose
“of electing directors. ,




' (e) : ction in Absence of Ou .=-Those shareholders
entitled to vote who attend a meeting of shareholders that has
been previously adjourned for one or more periods aggregating at
least 15 days because of an absence of a quorum, although less
than a quorum as fixed in this section, shall nevertheless
constitute a quorum for the purpose of acting upon any matter set
forth in the notice of the meeting if the notice states that
those shareholders who attend the adjourned meeting shall
nevertheless constitute a quorum for the purpose of acting upon
the matter.

Section 3.05. Action by Shareholders.--Except as otherwise
provided in the Business Corporation law or the articles or these
bylaws, whenever any corporate action is to be taken by vote of
the shareholders of the corporation, it shall be authorized upon
receiving the affirmative vote of a majority of the votes cast by
all shareholders entitled to vote thereon and, if any
shareholders are entitled to vote thereon as a class, upon
receiving the affirmative vote of a majority of the votes cast by
the shareholders entitled to vote as a class.

Section 3.06. Organization.-~At every meeting of the

‘shareholders, the chairman of the board, if there be éne, or, in

the case of vacancy in office or absence of the chairman of the
board, one of the following persons present in the order stated:
the vice chairman of the board, if there be one, the president,
the vice presidents in their order of rank and seniority, or a

- person chosen by vote of the shareholders present, shall act as

chairman of the meeting. The secretary or, in the absence of the
secretary, an assistant secretary, or, in the absence of both the
secretary and assistant secretaries, a person appointed by the
chairman of the meeting, shall act as secretary of the meeting.

_ Section 3.07. Voting Rights of Shareholders.--Unless
otherwise provided in the articles, every shareholder of the
corporation shall be entitled to one vote for every share
standing in the name of the shareholder on the books of the
corporation. '

Section 3.08. Voting and Other Actjon by Proxy.

(2) General Rule.--

7 (1) Every shareholder entitled to vote at a meeting of
shareholders or to express consent or dissent to corporate
action in writing without a meeting may authorize ancther
person to act for the shareholder by proxy.

(2) The presence of, or vote or other action at a
meeting of shareholders, or the expression of consent or
dissent to corporate action in writing, by a proxy of a
shareholder shall constitute the presence of, or vote or
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action by, or written consent or dlssent of, the
sharcholder.

{3) Where two or more proxies of a shareholder are
 present, the corporation shall, unless otherwise expressly
provided in the proxy, accept as the vote of all shares
represented thereby the vote cast by a majority of them and,
~if a majority of the proxies cannot agree whether the shares
represented shall be voted or upon the manner of voting the
shares, the voting of the shares shall be divided equally
among those persons.

(b) Execution and Filing.--Every proxy shall be executed in

writing by the shareholder or by the duly authorized
attorney-1n~fact of the shareholder and filed with the secretary
of the corporatlon. A telegram, telex, cablegram, datagram or
similar transmission from a shareholder or attorney-in-fact, or a
photographic, facsimile or similar reproduction of a wrltlng
executed by a shareholder or attorney-in-fact:

(1) may be treated as properly executed for purposes
of this subsection; and

(2) shall be so treated if it sets forth a
confidential and unique identification number or other mark
furnished by the corporation to the shareholder for the
purposes of a particular meeting or transaction.

(¢} Revocation.-<A proxy, unless cotipled with an interest,

“shall be revocable at will, notwithstanding any other agreement

or any provision in the proxy to the contrary, but the revocation
of a proxy shall not be effective until written notice thereof
has been given to the secretary of the corporation. An unrevoked
proxy'shall not be valid after three years from the date of its

_ exécution unless a longer time is expressly provided therein. A

proxy shall not be revoked by the death or incapacity of the
maker unless, before the vote is counted or the authorlty is
exercised, written notice of the death or incapacity is given to
the secretary;df'the corporation.

(d) Expenses.-~The corporation shall pay the reasonable
expenses of solicitation of votes, proxies or consents of

~shareholders by or on behalf of the board of directors or its
nominees for election to the board, including sollc1tatlon by

professional proxy solicitors and otherw1se.

Section 3.09. Voting by Fiduciaries and Pleddgees.=-=Shares
of the corporation standing in the name of a trustee or other
fiduciary and shares held‘by an assignee for the benefit of
creditors or by a receiver may be voted by the trustee,
fiduciary, assignee or receiver. A shareholder whose shares are

pledged shall be entitled to vote the shares until the shares
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have been transferred into the name of the pledgee, or a nominee

of the pledgee, but nothing in this section shall affect the
validity of a proxy given to a pledgee or nominee.

Section 3.10. Voting by Joint Holders of Shares.

. (a) General Rule.~-Where shares of the corporation are held
jointly or as tenants in common by two or more persons, as
fiduciaries or otherwise:

(1) if only one or more of such persons is present in
person or by proxy, all of the shares standing in the names
of such persons shall be deemed to be represented for the
purpose of determining a quorum and the corporation shall
accept as the vote of all the shares the vote cast by a
joint owner or a majority of them: and '

(2) 4if the persons are equally divided upon whether ’
the shares held by them shall be voted or upon the manner of
voting the shares, the voting of the shares shall be divided
equally among the persons without prejudice to the rights of
the joint owners or the beneficial owners thereof among
themselves.

(b) Exception.--If there has been filed with the secretary

~of the corporation a copy, certified by an attorney at law to be

correct, of the relevant portions of the agreement under which
the shares are held or the instrument by which the trust or
estate was created or the order of court appointing them or of an
order of court directing the voting of the shares, the persons
specified as having such voting power in the document latest in
date of operative effect so filed, and only those persons, shall
be entitled to vote the shares but only in accordance therewith.

Section 3.11. Yoting by Corporations.

(a) Yoting by Corporate Shareholders.-~Any corporation that
is a shareholder of this corporation may vote at meetings of
shareholders of this corporation by any of its officers or
agents, or by proxy appointed by any officer or agent, unless
some other person, by resolution of the board of directors of the
other corporation or a provision of its articles or bylaws, a
copy of which resolution or provision certified to be correct by
one of its officers has been filed with the secretary of this
corporation, is appointed its general or special proxy in which
case that person shall be entitled to vote the shares. '

(b) Cont;é;;ed Shares.--Shares of this corporation owned,

- directly or indirectly, by it and controlled, directly or

indirectly, by the board of directors of this corporation, as
such, shall not be voted at any meeting and shall not be counted
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in datermlnlng the total number of outstanding shares for votlng
purposes at any given time.

Section 3.12.

(a) Fixing Record Date.=-The board of directors may fix a

“time prior to the date of any meeting of shareholders as a record

date for the determination of the shareholders entitled to notice
of, or to vote at, the meeting, which time, except in the case of
an adjourned meeting, shall be not more than 90 days prior to the
date of the meeting of shareholders. Only sharehoiders of record

on the date fixed shall be so entitled notwithstanding any

transfer of shares on the books of the corporatlon after any
record date fixed as provided in this subsection. The board of
directors may similarly fix a record date for the deternination
of shareholders of record for any other purpose. When a
determlnatlon of shareholders of record has been made as provided
in this section for purposes of a meeting, the determination
shall apply to any adjournment thereof unless the board fixes a

new record date for the adjourned meeting.

- (b)

Yecord date,is‘not,fixed:

(1) The record date for determining shareholders
entitled to notice of or to vote at a meeting of
shareholders shall be at the close of business on the day
next precedlng the day on which notice is given or, if
notice is waived, at the close of business on the day
klmmedlately preceding the day on which the meeting is held.

(2} The record date for determining shareholders
entitled to express consent or dissent to corporate action
in wrltlng without a meeting, when prior action by the board
of directors is not necessary, to call a special meeting or
to propose an amendment of the articles shall be the close
of business on the day on which the first written consent or
dissent, request for a spec1a1 meeting or petition proposing
an amendment of the articles is filed with the secretary of
'the corporation.

(3) The record date for determining sharehoclders for
any other purpose shall be at the close of business on the
day on which the board of directors adopts the resclution
relating thereto.

(c) : inee.~=The board of directors may
adopt a procedure whereby a shareholder of the corporation may

certify in wrltlng to the corporation that all or a portion of

the shares registered in the name of the shareholder are held for
the account of a specified person or persons. Upon receipt by
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the corporation of a certification complying with the procedure,
the persons specified in the certification shall be deemed, for
the purposes set forth in the certification, to be the holders of
record of the number of shares specified in place of the
shareholder making the certification.

Section 3.13. Voting Lists.

(a) General Rule.~--The officer or agent having charge of
the transfer books for shares of the corporation shall make a
complete list of the shareholders entitled to vote at any meeting
of shareholders, arranged in alphabetical order, with the address
of and the humber of shares held by each. The list shall be
produced and kept open at the time and place of the meeting and
shall be subject to the inspection of any shareholder during the
whole time of the meeting for the purposes thereof except that if
the corporation has 5,000 or more shareholders, in lieu of the
making of the list, the corporation may make the information
‘therein available at the meeting by any other means.

(b) Effect of List.-~Failure to comply with the
reguirements of this section shall not affect the validity of any
action taken at a meeting prior to a demand at the meeting by any
shareholder entitled to vote thereat to examine the list. The
original share register or transfer book, or a duplicate thereof
kept in the Commonwealth of Pennsylvania, shall be prima facie
evidence as to vho are the shareholders entitled to examine the
-list or share register or transfer book or to vote at any meeting
of shareholders.

Section 3.14. Judges of Election.

(a) Appointment.--In advance of any meeting of shareholders
of the corporation, the board of directors may appoint judges of
election, who need not be shareholders, to act at the meeting or
-any adjournment thereof. If judges of election are not so
appointed, the presiding officer of the meeting may, and on the
request of any shareholder shall, appeoint judges of election at
the meeting. The number of judges shall be one or three. 2a
person who is a candidate for an office to be filled at the
‘meeting shall not act as a judge.

- (b) Vacancjes.--In case any person appointed as a judge
fails to appear or fails or refuses to act, the vacancy may be
filled by appointment made by the board of directors in advance
of the convening of the meeting or at the meeting by the
presiding officer thereof.

: (c} bDuties.-~The judges of election shall determine the
number of shares outstanding and the voting power of each, the
shares represented at the meeting, the existence of a quorum, and
the authenticity, validity and effect of proxies, receive votes
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or ballots, hear and determine all challenges and questions in
any way arising in connection with nominations by shareholders or
the right to vote, count and tabulate all votes, determine the
result and do such acts as may be proper to conduct the election
or vote with fairness to all shareholders. The judges of
election shall perform their duties impartially, in good faith,
to the best of their ability and as expeditiously as is ;
practical. If there are three judges of election, the decision,
act or certificate of a majority shall be effective in all
respects as the decision, act or certificate of all.

(d) Report.--On request of the presiding officer of the
meeting or of any shareholder, the judges shall make a report in
writing of any challenge or question or matter determined by
them, and execute a certificate of any fact found by them. Any
report or certificate made by them shall be prima facie evidence
of the facts stated therein.

Section 3.15. Consent o

(a) Unanimous Written Consent.--Any action required or
permitted to be taken at a meeting of the shareholders or of a
class of shareholders may be taken without a meeting if, prior or
subsequent to the action, a consent or consents thereto by all of
the shareholders who would be entitled to vote at a meeting for

- such purpose shall be filed with the secretary of the

corporation.

- (b) Partial Written Consent.--Any action required or
permitted to be taken at a meeting of the shareholders or of a

class of shareholders may be taken without a meeting upon the

written consent of shareholders who would have been entitled to

- cast the minimum number of votes that would be necessary to

authorize the action at a meeting at which all shareholders
entitled to vote thereon were present and voting. The consents
shall be filed with the secretary of the corporation. The action
shall not become effective until after at least ten days’ written
notice of the action has been given to each shareholder entitled
to vote thereon who has not consented thereto.

Section 3.16. Minors as Securitvholders.--The corporation
may treat a minor who holds shares or obligations of the
corporation as having capacity to receive and to empower others
to receive dividends, interest, principal and other payments or
distributions, to vote or express consent or dissent and to make
elections and exercise rights relating to such shares or
obligations unless, in the case of payments or distributions on
shares, the corporate officer responsible for maintaining the
list of shareholders or the transfer agent of the corporation or,
in the case of payments or distributions on obligations, the
treasurer or paying officer or agent has received written notice
that the holder is a minor. ‘
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ARTICLE IV
Board of Directors
~ Section 4.01. Powers:; Personal Liability.

(a) General Rule.--Unless otherwise provided by statute,
all powers vested by law in the corporation shall be exercised by
or under the authority of, and the business and affairs of the
corporation shall be manhaged under the direction of, the board of
directors. :

__ (b) Fundamental Transactions.--Where any provision of 15
Pa.C.S5. Ch. 19 requires that an amendment of the articles, a plan
or the dissolution of the corporation be proposed or approved by
action of the board of directors, that requirement shall be
construed to authorize and be satisfied by the written agreement
or consent of all of the shareholders of the corporation entitled
-to vote thereon.

{c)

Directors.--

(1) To the fullest eéxtent that the laws of the
Commonwealth of Pennsylvania, as now in effect or as
hereafter amended, permit elimination or limitation of ‘the

liability of directors, no director of the corporation shall

be personally liable for monetary damages as such for any
action taken, or any failure to take any action, as a

(2) Any anendment or repeal of this Section 4.01 which
has the effect of increasing directors’ liability shall
operate prospectively only, and shall not affect any action
taken, or any failure to act, prior to its adoption.

(The provisions of this subsection (c) were first adopted by the
shareholders of the corporation on March s 1994.)

(d) Notation of Dissent.--A director who is present at a
meeting of the board of directors, or of a committee of the
board, at which action on any corporate matter is taken on which
the director is generally competent to act, shall be presumed to
have assented to the action taken unless his or her dissent is
entered in the minutes of the meeting or unless the director
files a written dissent to the action with the secretary of the
‘meeting before the adjournment thereof or transmits the dissent
in writing to the secretary of the corporation immediately after
the adjournment of the meeting. The right to dissent shall not
apply to a director who voted in favor of the action. Nothing in
this section shall bar a director from asserting that minutes of
the meeting incorrectly omitted his or her dissent if, promptly
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upon receipt of a copy of such minutes, the director notifies the
secretary, in writing, of the asserted omission or inaccuracy.

“Section 4.02.

(a) OQualifications.--Each director of the corporation shall

" be a natural person of full age who need not be a resident of the

Commonwealth of Pennsylvania or a shareholder of the corporation.

(b) Power to Select Directors.--Except as otherwise
provided in these bylaws, directors of the corporation shall be
elected by the shareholders. ~

, (c) Nomination of Candidates.--Upon the demahd of any
shareholder at any meeting of shareholders for the élection of

~ directors the chairman of the meeting shall call for and shall

afford a reasonable opportunity for the making of nominations for
the office of director. If the board of directors is classified
with respect to the power to elect directors or with respect to
the terms of directors and if, due to a vacancy or vacancies, or

- otherwise, directors of more than one class are to be elected,
~each class of directors to be elected at the meeting shall be

nominated and elected separately. Aany shareholder may nominate
as many persons for the office of director as there are positions
to be filled. If nominations for the office of director have
been called for as provided in this section only candidates who
have been so nominated shall be eligible for election.

2 (d) Election of Directors.--In elections for directors,
voting need not be by ballot, unless required by vote of the
shareholders before the voting for the election of directors
begins. The candidates receiving the highest number of votes ,
from each class or group of classes, if any, entitled to elect
directors separately up to the number of directors to be elected
by the class or group of classes shall be elected. If at any
meeting of shareholders, directors of more than one class are to

- be elected, each class of directors shall be elected in a
separate election. : ‘

Section 4.03. Number and Term of Office.

(a) Number.--The board of directors shall consist of such

- number of directors, not less than two nor more than seven, as

may be determined from time to time by resolution of the board of
directors. o - »

(b) Term of Office.-~Each director shall hold office for
one year and until a successor has been selected and qualified or
until his or her earlier death, resignation or removal. A

- decrease in the number of directors shall not have the effect of

shortening the term of any incumbent director.
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(c) Resignation.--Any director may resign at any time upon
~written notice to the corporation. The resignation shall be
effective upon receipt thereof by the corporation or at such
- subsequent time as shall be specified in the notice of
resignation.

Section 4.04. YVacancies.

(a) General Rule.--Vacancies in the board of directors,
including vacancies resulting from an increase in the number of
directors, may be filled by a majority vote of the remaining
members of the board though less than a quorum, or by a sole
remaining director, and each person so selected shall be a
director to serve until the next selection of the class for which
such director has been chosen, and until a successor has been
selected and qualified or until his or her earlier death,
resignation or removal. ‘

- (b) Action by Resigned Directors.--When one or more
directors resign from the board effective at a future date, the

~ directors then in office, including those who have so resigned,

~shall have power by the applicable vote to f£ill the vacancies;
the vote thereon to take effect when the resignations become

effective.
Section 4.05. Removal of Directors.

o (a) Removal by the Shareholders.--The entire board of
directors, or any class of the board, or any individual director
may be removed from office by vote of the shareholders entitled
to vote thereon without assigning any cause. 1In case the board
or a class of the board or any one or more directors are so

~ removed, new directors may be elected at the same meeting.

. (b) Removal by the Board.--The board of directors may
declare vacant the office of a director who has been Jjudicially
declared of unsound mind or who has been convicted of an offense
punishable by imprisonment for a term of more than one year or
if, within 60 days after notice of his or her selection, the
director does not accept the office either in writing or by
attending a meeting of the board of directors. ‘

L Section 4.06. Place of Meetings.--Meetings of the board of
directors may be held at such place within or without the ‘
Commonwealth of Pennsylvania as the board of directors may from

tine to time appoint or as may be designated in the notice of the

meeting.

Section 4.07. Organization of Meetings.--At every meeting

of the board of directors, the chairman of the board, if there be

one, or, in the case of a vacancy in the office or absence of the
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chairman of the board, one of the following officers present in

- the order stated: the vice chairman of the board, if there be
one, the president, the vice presidents in their order of rank
and seniority, or a person chosen by a majority of the directors
present, shall act as chairman of the meeting. The secretary or,
in the absence of the secretary, an assistant secretary, or, in
the absence of the secretary and the assistant secretaries, any

- person appointed by the chairman of the meeting, shall act as
secretary of the meeting.

: Section 4.08. Reqular Meetings.--Regular meetings of the
board of directors shall be held at such time and place as shall
be designated from time to time by resolution of the board of
directors.

B Section 4.09. Special Meetings.--Special meetings of the
board of directors shall be held whenever called by the chairman
or by two or more of the directors. ‘

 Section 4.10. Quorum of and Action by Directors.

{a) General Rule.-~A majority of the directors in office of
~ the corporation shall be necessary to constitute a quorum for the
transaction of business and the acts of a majority of the
directors present and voting at a meeting at which a quorum is
pbresent shall be the acts of the board of directors.

~{b) Action by Written Consent.--Any action reguired or
permitted to be taken at a meeting of the directors may be taken
without a meeting if, prior or subsequent to the action, a
consent or consents thereto by all of the directors in office is
filed with the secretary of the corporation.

Section 4.11. Executive and Other Committees.

(a) Establishment and Powers.--The board of directors may,
by resolution adopted by a majority of the directors in office,
establish one or more committees to consist of one or more
directors of the corporation. Any committee, to the extent
provided in the resolution of the board of directors, shall have
and may exercise all of the powers and authority of the board of
directors except that a committee shall not have any power or
authority as to the following: ;

(1) The submission to shareholders of any action
raquiring approval of shareholders under the Business
Corporation Law. ,

; _(2) The creation or filling of vacancies in the board
of directors. '

(3} The adoption, amendment or repeal of these bylaws.
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(4) The amendment or repeal of any resolution of the
board that by its terms is amendable or repealable only by
the board.

(5)' Action on matters committed by a resolution of the
board of directors to another committee of the board.
(b) Alternate Committee Members.--The board may designate
one or more directors as alternate members of any‘COmmittge who
may replace any absent or disqualified member at any meeting of

- the committee or for the purposes of any written action by the

committee. In the absence or disqualification of a member and
alternate member or members of a committee, the member or members
thereof present at any meeting and not disqualified from voting,
whether or not constituting a quorum, may unanimously appoint
another director to act at the meeting in the place of the absent
or disqualified member. '

~ {e) [Term.--Each committee of the board shall serve at the
pleasure of the board. :

i {(d) committee Procedures.--The term "board of directors" or
"board," when used in any provision of these bylaws relating to
the organization or procedures of or the manner of taking action
by the board of directors, shall be construed to include and
refer to any executive or other committee of the board.

- Section 4.12. Compensation.--The board of directors shall
have the authority to fix the compensation of directors for their
services as directors and a director may be a salaried officer of
the corporation. ‘

ARTICLE V
: officers
Section 5.01. Officers Generally.

(a) Number, Qualifications and Designation.--The officers
of the corporation shall be a president, one or more vice
presidents, a secretary, a treasurer, and such other officers as
may be elected in accordance with the provisions of Section 5.03.
Officers may but need not be directors or shareholders of the
corporation. The president and secretary shall be natural ,
persons of full age. The treasurer may be a corporation, but if

-a natural person shall be of full age. The board of directors

may elect from among the members of the board a chairman of the
board and a vice chairman of the board who may be officers of the
corporation. Any number of offices may be held by the same
person. : :
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to Section 5.03, shall be elected annually by the board of

(b) Bonding.--The corporation may secure the fidelity of
any or all of its officers by bond or otherwise.

(¢) Standard of Care.-<In lieu of the standards of conduct
otherwise provided by law, officers of the corporation shall be
subject to the same standards of conduct, including standards of
care and loyalty and rights of justifiable reliance, as shall at
the time be applicable to directors of the corporation. An
officer of the corporation shall not be personally liable, as
such, to the corporation or its shareholders for monetary damages
(including, without limitation, any Judgment, amount paid in
settlement, penalty, punitive damages or expense of any nature
(including, without limitation, attorneys’ fees and :
disbursements) for any action taken, or any failure to take any
actisn, unless the officeér has breached or failed to perform the
duties of his or her office under the articles of incorporation,
these bylaws, or the applicable provisions of law and the breach
or failure to perform constitutes self-dealing, willful
misconduct or recklessness. The provisions of this subsection
shall not apply to the responsibility or liability of an officer
pursuant to any criminal statute or for the payment of taxes
pursuant to local, state or federal law. :

Section 5.02.

(a) Election and Term of Office.~-The officers of the
corporation, except those elected by delegated authority pursuant

directors, and each such officer shall hold effice for a term of
one year and until a successor has been selected and qualified or
until his or her earlier death, resignation or removal.

(b) Resignations.--Any officer may resign at any time upon
written notice to the corporation. The resignation shall be
effective upon receipt thereof by the corporation or at such
subsequent time as may be specified in the notice of resignation.

Section 5.03. ubordinate Officers, Commjttees and Agents.-
~The board of directors may from time to time elect such other
officers and appoint such committees, employees or other agents
as the business of the corporation may require, including one or
more assistant secretaries, and one or more assistant treasurers,
each of whom shall hold office for such period, have such
authority, and perform such duties as are provided in these
bylaws, or as the board of directors may from time to time
determine. The board of directors may delegate to any officer or
committee the power to elect subordinate officers and to retain
or appoint employees or other agents, or committees thereof, and
to prescribe the authority and duties of such subordinate
officers, committees, employees or other agents.
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Section 5.04. Removal of Officers and Agents.--Any officer
or agent of the corporation may be removed by the board of
directors with or without cause. The removal shall be without
prejuadice to the contract rights, if any, of any person so
removed. Election or appointment of an officer or agent shall
not of itself create contract rights.

Section 5.05. Vacancies.--A vacancy in any office because
of de2ath, resignation, removal, disqualification, or any other
cause, may be filled by the board of directors or by the officer
or committee to which the power to f£ill such office has been
delegated pursuant to Section 5.03, as the case may be, and if
the office is one for which these bylaws prescribe a term, shall
be filled for the unexpired portion of the term.

Section 5.06. Authority.

(a) General Rule.~-All officers of the corporation, as
between themselves and the corporation, shall have such authority
and perform such duties in the management of the corporation as
may be provided by or pursuant to resolutions or orders of the
board of directors or, in the absence of controlling provisions
in the resolutions or orders of the board of directors, as may be
determined by or pursuant to these bylaws.

4 (b) Cchief Executive Officer.--The chairman of the board er
the president, as designated from time to time by the board of
directors, shall be the chief executive officer of the
corporation.

Section 5.07. The Chairman and Vice Chairman of the Board.-
~The chairman of the board or in the absence of the chairman, the
vice chairman of the board, or in the absence of a chairman or
vice chairman of the Board, a chairman appointed at the meeting,
shall preside at meetings of the shareholders and of the board of
directors, and shall perform such other duties &s may from time
to time be requested by the board of directors.

Section 5.08. The Presjdent.--The president shall have
general supervision over the business and operations of the
corporation, subject however, to the control of the board of
directors and, if the chairman of the board is the chief
executive officer of the corporation, the chairman of the board.

- The president shall sign, execute, and acknowledge, in the name
of the corporation, deeds, mortgages, bonds, contracts or other
instruments, authorized by the board of directors, except in
cases where the signing and execution thereof shall be expressly
delegated by the board of directors, or by these bylaws, to some
other officer or agent of the corporation; and, in general, shall
perform all duties incident to the office of president and such
other duties as from time to time may be assigned by the board of
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‘directors and, if the chairman of the board is the chief

executive officer of the corporation, the chairman of the board.

Section 5.09. The Vice Presidents.--The vice presidents
shall perform the duties of the president in the absence of the
president and such other duties as may from time to time be
assigned to them by the board of directors or the president.

- Section 5.10. The Secretary.--The secretary or an assistant
secretary shall attend all meetings of the shareholders and of
the board of directors and all committees thereof and shall
record all the votes of the sharehclders and of the directors and
the minutes of the meetings of the shareholders and of the board
of directors and of committees of the board in a book or books to

~ be kept for that purpose; shall see that notices are given and

records and reports properly kept and filed by the corporation as
required by law; shall be the custodian of the seal of the
corporation and see that it is affixed to all documents to be
executed on behalf of the corporation under its seal; and, in

~general, shall perform all duties incident to the office of

secretary, and such other duties as may from time to time be
assigned by the board of directors or the president. -

Section 5.11. [The Treasurer.--The treasurer or an assistant
treasurer shall have or provide for the custody of the funds or
other property of the corporation; shall collect and receive or
provide for the collection and receipt of moneys earned by or in
any manner due to or received by the corporation; shall deposit
all funds in his or her custody as treasurer in banks or other

- places of deposit:; shall, whenever so required by the board of

directors, render an account showing all transactions as
treasurer, and the financial condition of the corporation; and,
in general, shall discharge such other duties as may from time to

‘time be assigned by the board of directors or the president.

Section 5.12. Salaries.--The salaries of the officers
elected by the board of directors shall be fixed from time to
time by the board of directors or by such officer as may be
designated by resolution of the board. The salaries or other
compensation of any other officers, employees and other agents
shall be fixed from time to time by the officer or committee to
which the power to elect such officers or to retain or appoint
such employees or other agents has been delegated pursuant to
Section 5.03. No officer shall be prevented from receiving such
salary or other compensation by reason of the fact that the
officer is also a director of the corporation. ‘
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ARTICLE VI
Certificates of Stock, Transfer, Etc.
Section 6.01. Share Certificates.

: (a) Form of Certjficates.--Certificates for shares of the
corporation shall be in such form as approved by the board of
directors, and shall state that the corporation is incorporated
under the laws of the Commonwealth of Pennsylvania, the name of ,
the person to whom issued, and the number and class of shares and
the designation of the series (if any) that the certificate ;
Trepresents. If the corporation is authorized to issue shares of
more than one class or series, certificates for shares of the
corporation shall set forth upon the face or back of the
certificate (or shall state on the face or back of the
certificate that the corporation will furnish to any shareholder
upon request and without charge), a full or summary statement of
the designations, voting rights, preferences, limitations and
special rights of the shares of each class or series authorized
to be issued so far as they have been fixed and determined and
the authority of the board of directors to fix and determine the
designations, voting rights, preferences, limitations and special
rights of the classes and series of shares of the corporation.

{b) Share Register.-~The share register or transfer books
~and blank share certificates shall be kept by the secretary or by
any transfer agent or registrar designated by the board of
directors for that purpose.

Section 6.02. Issuance.--The share certificates of the
corporation shall be numbered and registered in the share
register or transfer books of the corporation as they are issued.
They shall be executed in such manner as the board of directors
shall determine.

‘Section 6.03. Transfer.--Transfers of shares shall be made
on the share register or transfer books of the corporation upon
surrender of the certificate therefor, endorsed by the person
named in the certificate or by an attorney lawfully constituted
in writing. No transfer shall be made inconsistent with the
provisions of the Uniform Commercial Code, 13 Pa.C.S. §§ 8101 et
~seq., and its amendments and supplements.

_ Section 6.04. Record Hoider of Shares.--The corporation
shall be entitled to treat the person in whose name any share or
shares of the corporation stand on the books of the corporation
as the absolute owner thereof, and shall not be bound to
recognize any equitable or other £laim to, or interest in, such
share or shares on the part of any other person. ‘
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Section 6.05. st ’ ‘ : certificates. -~
The holder of any shares of the corporation shall 1mmedmate1y
riotify the corporation of any loss, destruction or mutilation of
the certificate therefor, and the board of directors may, in its
discretion, cause a new certificate or certificates to be issued
to such holder, in case of mutilation of the certificate, upon
the surrender of the mutilated certificate or, in case of loss or
destruction of the certificate, upon satisfactory proof of such
loss or destruction and, if the board of directors shall so
determine, the deposit of a bond in such form and in such sum,

- and with such surety or sureties, as it may direct.

ARTICLE VII
Indemnification of Directors, Officers
and Other Authorized Representatives

(The provisions of this Article VII were first adopted
by the shareholders of the corporation on March . 1994.)

Section 7.01.

(a) t. t ‘ n Except as prohibited by law,
every director and officer of the corporation shall be entitled
as of right to be indemnified by the<corporatlon against
reasscnable expense and any liability paid or incurred by such

- person in connection with any actual or threatened claim, action,

suit or proceedlng, civil, criminal, admlnlstratlve,
investigative or other, whether brought by or in the right of the
corporation or otherwise, in which he or she may be involved, as
a party or otherwise, by reason of such person being or hav1ng
been a director or offlcer of the corporatlon or by reason of the
fact that such person is or was serving at the request of the
corporation as a director, officer, employee, fiduciary or other
representative of another corporation, partnership, joint

“venture, trust, employee benefit plan or other entity (such

claim, action, suit or proceeding hereinafter being referred to
as "action"). Such indemnification shall include the right to
have expenses incurred by such person in connectlon‘wlth an
action pald in advance by the corporatlon prior to final
disposition of such action, subject to such conditions as may be
prescribed by law. Persons who are not directors or officers of
the,corporatlon may be 51m11ar1y indemnified in respect of
service to the corporation or to another such entity at the
request of the corporation to the extent the board of directors

at any time denominates such person as entitled to the benefits

of this Section 7.01. As used herein, "expense" shall include
fees and expenses of counsel selected by such person; and
“lmabxllty" shall include amounts of judgments, excise taxes,

 f1nes and penalties, and amounts paid in settlement.
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| Right of Claimant to Bring Suit. If a e¢laim under

- paragraph (a) of this Section 7.01 is not paid in full by the

- corporation within thirty days after a written claim has been
received by the corporation, the claimant may at any time
thereafter bring suit against the corporation to recover the

- unpaid amount of the claim, and, if successful in whole or in
part, the claimant shall also be entitled to be paid the expense
of prosecuting such claim. It shall be a defense to any such
‘action that the conduct of the claimant was such that under

- Pennsylvania law the corporation would be prohibited from
indemnifying the claimant for the amount claimed, but the burden
of proving such defense shall be on the corporation. Neither the
failure of the corporation (including its board of directors,
independent legal counsel and its shareholders) to have made a
determination prior to the commencement of such action that
indemnification of the claimant is proper in the circumstances
because the conduct of the claimant was not such that
indemnification would be prohibited by law, nor an actual
determination by the corporation (including its board of
directors, independent legal counsel or its shareholders) that
the conduct of the claimant was such that indemnification would
be prohibited by law, shall be a defense to the action or create
a presumption that the conduct of the claimant was such that
indemnification would be prohibited by law.

- {c) Insurance and Funding. The corporation may purchase
and maintain insurance to protect itself and any person eligible
to be indemnified hereunder against any liability or expense
~asserted or incurred by such person in connection with any ,
action, whether or not the corporation would have the power to
indemnify such person against such liability or expense by law or
under the provisions of this Section 7.01. The corporation may
create a trust fund, grant a security interest, cause a letter of
credit to be issued or use other means (whether or not similar to
the foregoing) to ensure the payment of such sums as may become
necessary to effect indemnification as provided herein.

(@) xclusivity; Nature and Extent of Rights. The
right of indemnification provided for herein (1) shall not be
deemed exclusive of any other rights, whether now existing or
hereafter created, to which those seeking indemnification
hereunder may be entitled under any agreement, bylaw or charter
provision, vote of shareholders or directors or otherwise, (2)
shall be deemed to create contractwal rights in favor of persons
entitled to indemnification hereunder, (3) shall continue as to

persons who have ceased to have the status pursuant to which they

were entitled or were denominated as entitled to indemnification
hereunder and shall inure to the benefit of the heirs and légal
representatives of persons entitled to indemnification hereunder
and (4) shall be applicable to actions, suits or proceedings

- commenced after the adoption hereof, whether arising from acts or
omissions occurring before or after the adoption hereof. The
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right of indemnification provided for herein may not be amended,
modified or repealed so as to limit in any way the
indemnification provided for herein with respect to any acts or
omissions occurring prior to the effective date of any such
amendment, modification or repeal. S

*

Indemnifjcation of Persons Not Indemnified

- Section 7.02.
Under Section 7.01.
(a) The provisions of this Section 7.02 are applicable
-only to employees and other authorized representatives of the 7
corporation who are not entitled to the benefits of Section 7.01
pursuant to either the terms of Section 7.01 or a resoliution of

. the board of directors of the corporation.

(b) loyees; Third Party Actions. The corporation shall
indemnify any employee of the corporation who was or is a party
or is threatened to be made a party to any threatened, pending or
completed action, suit or proceeding, whether civil, criminal,
administrative or investigative (other than an action by or in
the right of the corporation) by reason of the fact that such
person is or was an authorized representative of the corporation
(which, for the purposes of this Section 7.02, shall mean an
~employee or agent of the corporation, or a person who is or was
serving at the request of the ccrporation as a director, officer,
employee, fiduciary or agent of another corporation, partnership,
joint venture, trust, employee benefit plan or other enterprise)
against expenses (including attorneys’ fees), judgments, fines
and amounts paid in settlement actually and reasonably incurred
by such person in connection with such action, suit or proceeding
if such person acted in good faith and in a manner such person
reasonably believed to be in, or not opposed to, the best
interests of the corporation, and, with respect to any criminal
action or proceeding, had no reasonable cause to believe his or
her conduct was unlawful. The termination of any action, suit or
proceeding by judgment, order, settlement, conviction, or upon a
blea of nolo contendere or its equivalent, shall not, of itself,
create a presumption that the person did not act in good faith
and in a manner which that person reasonably believed to be in,
or not opposed to, the best interests of the corporation, and, -
with respect to any criminal action or proceeding, had reasoenable
cause to believe that his or her conduct was unlawful.

erivative Actions. The corporation shall

(<) Joyveesy ‘

indemnify any employee of the corporation who was or is a party
~or is threatened to be made a party to any threatened, pending or
completed action or suit by or in the right of the corporation to
- procure a judgment in its favor by reason of the fact that such
person is or was an authorized representative of the corporation,
against expenses (including attorneys’ fees) actually and
reasonably incurred by such person in connection with the defense
or settlement of such action or suit if such person acted in good

. A &
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faith and in a manner such person reasonably believed to be in,
‘or not opposed to, the best interests of the corporatlon and
except thateno indemnification shall be made in respect of any
claim, issue or matter as to which such person shall have been
adjudged to be liable for negligence or misconduct in the
performance of his or her duty to the corporation unless and only
to the extent that the court of common pleas of the county in
which the reglstered office of the corporation is located or the
court in which such action or suit was brought shall determine
upon\appllcatlon that, despite the adjudication of llablllty but
in view of all the circumstances of the case, such person is
falrly and reasonably entitled to indemnity for such expenses
which the court of common pleas or such other court shall deem
proper. ,

(d) oOther Authorized Representatives. To the extent that

an authorized representative of the corporation who is not an
employee of the corporation has been successful on the merits or
otherwise in defense of any action, suit or proceeding referred
to in subsections (b) and (¢) of this Section 7.02 or in defense
of any claim, issue or matter therein, such person shall be
indemnified by the corporation against expenses (including
attorneys' fees) actually and reasonably incurred by such person
in connection therewith. Such an authorized representative may,
at the dlscretlon of the corporatlon, be indemnified by the
corporation in any other circumstances and to any extent if the
corporatlon would be required by subsections (b) and (¢) of this
Section 7.02 to indemnify such person in such circumstances and
to such extent if such person were or had been an employee of the
corporation. ‘

(e) Procedure for Effecting Indemn
‘Indemnification under subsections (b), (c) or (d) of this Section
7.02 shall be made when ordered by a court (in which case the
eéxpenses; 1nclud1ng attorneys’ fees, of the authorized
representative in enforclng such rxght of indemnification shall
be added to and be included in the final judgment against the
corporation) or shall be made upon a determination that
indemnification of the authorized representative is required or
proper in the circumstances because such person has met the
‘applicable standard of conduct set forth in subsections (b) and
(c) of this Section 7.02. Such determlnatlon shall be made:

(1) by the board of directors by a majorlty vote of a
quorum consisting of directors who were not partles to such
action, suit or proceeding, or

(2) if such a quorum is not obtalnable, or, aven if
cbtalnable, a majorlty vote of a quorum of disinterested
directors 50 direct, by independent legal counsel in a
written oplnlon, or
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(3) by the shareholders.

(£) Advancing Expenses. Expenses (including attorneys®
fees) incurred in defending a civil or criminal action, suit or
proceeding shall be paid by the corporation in advance of the
final disposition of such action, suit or proceeding, upon
receipt of an undertaking by or on behalf of an employee to repay
such amount unless it shall ultimately be determined that such
person is entitled to be indemnified by the corporation as _
required in this Section 7.02 or as authorized by law and may be
paid by the corporation in advance on behalf of any other
authorized representative when authorized by the board of
directors upon receipt of a similar undertaking.

(@) n~Bxclusivitv: and Extent of ° "
person who shall act as an authorized representative of the
corporation and who is not entitled to the benefits of Section
7.01, shall be deemed to be doing so in reliance upon such rights
of indemnification as are provided in this Section 7.02.

The indemnification provided by this Section 7.02 shall not
be deemed exclusive of any other rights to which those seeking
indemnification may be entitled under any agreement, vote of
shareholders or disinterested directors, statute or otherwise,
both as to action in his or her official capacity and as to
action in arother capacity while holding such office or position,
and shall continue as to a person who has ceased to be an
authorized representative of the corporation and shall inure to
the benefit of the heirs, executors and administrators of such a
person.

ARTICLE VIIX
- Miscellaneous

Section B.01. Corporate Seal.--The corporation shall have a
corporate seal in the form of a circle containing the name of the
corporation, the year of incorporation and such other details as
may be approved by the board of directors. The affixation of the
corporate seal shall not be necessary to the valid execution,
assignment or endorsement by the corporation of any instrument or
‘other document.

Section 8.02. Checks.--All checks, notes, bills of exchange
or other similar orders in writing shall be signed by such one or
- more officers or employees of the corporation as the board of
directors may from time to time designate.

Section 8.03. Contracts.

_ . (a) General Rule.--Except as otherwise provided in the
‘Business Corporation Law in the case of transactions that require
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action by the shareholders, the board of directors may authorize

any officer or agent to enter into any contact or to execute or

~ _deliver any instrument on behalf of the corporation, and such
authority may be general or conflned to specific instances.

(b) Statutory Form of Execution of Instruments.—-Any note,
mortgage, evidence of indebtedness, contract or other document,
or any assignment or endorsement thereof, executed or entered
into between the corporation and any other person, when signed by
one or more officers or agents having actual or apparent
authority to 51gn it, or by the president or vice preSLdent and
secretary or ass;stant secretary or treasurer or assistant
treasurer of the corporatlon, shall be held to have been properly
executed for and in behalf of the corporation, without prejudice
to the rights of the corporatlon against any person who shall
have executed the instrument in excess of his or her actual
authority.

Section 8.04. Interested Directors or Officers; Quorum.

(a) General Rule.--A contract or transaction between the
corporation and one or more of its directors or officers or
between the corporation and another corporatlon, partnership,
joint venture, trust or other enterprise in which one or more of
its directors or officers are directors or officers or have a
financial or other interest, shall not be void or voidable solely
for that reason, or solely because the director or cfficer is
- present at or participates in the meeting of the board of
directors that authorizes the contract or transaction, or solely
because his, her or their votes are counted for that purpose, if:

(1) the material facts as to the relationship or
interest and as to the contract or transaction are disclosed
or are known to the board of directors and the board
authorizes the contract or transaction by the affirmative
vetes of a majority of the disinterested directors even
though the disinterested directors are less than a quorum;

(2) the material facts as to his or her relationship
or interest and as to the contract or transaction are
disclosed or are known to the shareholders entitled to vote
thereon and the contract or transaction is specifically
approved in good faith by vote of those shareholders. or

(3) the contract or transaction is fair as to the
corporation as of the time it is authorized, approved or
ratified by the board of directors or the shareholders.

{b)  Quorum.--Common or interested directors may be counted
~in determlnlng the presence of a quorum at a meeting of the board
which authorizes a contract or transaction specified in
subsection (a).
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Section 8.05. Deposits.--all funds of the corporation shall
be deposited from time to tlme to the credit of the corporation
in such banks, trust companies or other depositaries as the board
of directors may approve or designate, and all such funds shall
be withdrawn only upon checks signed by such one or more officers
or employees of the corporation as the board of directors shall
from time to time designate.

Section 8.06. Corporate Records.

(a) Required Records.--The corporation shall keep complete
and accurate books and records of account, minutes of the
proceedings of the 1ncorporators, shareholders and directors and
a share register giving the names and addresses of all :
shareholders and the number and class of shares held by each.

The share register shall be kept at either the registered office
of the corporation in the Commonwealth of Pennsylvania or at its
pr1ncxpal place of business wherever situated or at the office of
its registrar or transfer agent. Any books, minutes or other
records may be in written form or any other form capable of being
converted into written form within a reasonable time.

{b) nght of Inspection.--Every shareholder shall, upon
written verlfled demand stating the purpose thereof, have a right
to examine, in person or by agent or attorney, during the usual
hours for business for any proper purpose, the share reglster,
books and records of account, and records of the proceedings of
the incorporators, shareholders and directors and to make copies
or extracts therefrom. A proper purpose shall mean a purpose
reasonably related to the interest of the person as a
shareholder. In every instance where an attorney or other agent
is the person who seeks the right of inspection, the demand shall

~be accompanled by a verified power of attorney or other writing

that authorizes the attorney or other agent to so act on behalf
of the shareholder. The demand shall be directed to the
corporatlun at its reglstered office in the Commonwealth of
Pénnsylvania or at its pr1nc1pa1 place of business wherever
situated.

Section 8.07. Financial Reports.--Unless otherwise agreed
between the corporation and a shareholder, the corporation shall
furnish to its shareholders annual financial statements,
including at least a balance sheet as of the end of each fiscal
Year and a statement of income and expenses for the fiscal year.

The financial statements shall be prepared on the basis of
- generally accepted accounting principles, if the corporation

prepares financial statements for the fiscal year on that basis
for any purpose, and may be consolldated statements of the
corporatlon and one or more of its subsidiaries. The

finaneial statements shall be mailed by the corporation to each
of its shareholders entitled thereto within 120 days after the
close of each fiscal year and, after the mailing and upon written
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request, shall be mailed by the corporation to any shareholder or
beneficial owner entitled thereto to whom a copy of the most
recent annual financial statements has not prev1ously been
mailed. Statements that are audited or reviewed by a public
accountant shall be accompanied by the report of the accountant;
in other cases, each copy shall be accompanied by a statement of
the person in c¢harge of the financial records of the corporation:

(1) Stating the person s reasonable belief as to
“whether or not the financial statements were prepared in
accordance with generally accepted acecounting principles
and, if not, describing the basis of presentation.

(2) Describing any material respects in,which the
financial statements were not prepared on a basis consistent
with those prepared for the previous year.

Section 8.08. Amendment of Bylaws.--These bylaws may be
amended or repealed, or new bylaws may be adopted either (i) by
vote of the shareholders at any duly organlzed annual or special
meeting of shareholders, or (ii) with respect to those matters
that are not by statute committed expressly to the shareholders
and regardless of whether the shareholders have previously
adopted or approved the bylaw being amended or repealed, by vote

of a)majorlty of the board of directors of the corporation in

office at any regular or special meeting of directors. Any
change in these bylaws shall take effect when adopted unless
otherwise provided in the resoclution effecting the change. See

gegtlo? 2.03(b) (relatlvg to notice of actlon by shareholders on
ylaws
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AGREEMENT AND PLAN OF EXCHANGE
between
PENNSYLVANIA POWER &
LIGHT COMPANY
{a Pennsylvania corporation)
and

PP&L RESOURCES, INC.
(a Pennsylvania corporation)

RECITALS

A, PENNSYLVANIA POWER & LIGHT COMPANY (the "Exchanging

Corporation") is a corporation duly organized, validly existing
- and in good standing under the laws of the Commonwealth of

Pennsylvania, which is authorized to issue 170,000,000 shares of
Common. Stock, no par value ("PP&L Common Stock"), of which
. . Shares are issued and outstanding. '

B. PDPEY; RESOURCES, ING. (the "Acquiring Person®), a

wholly owned subsidiary of the Exchanging Corporation, is a

corpeoration duly organized, validly existing and in good standing

~under the laws of the Commonwealth of Pennsylvania, which is

~authorized to issue ___ shares of Common Stock, par value $.01
- per share ("Resources Common Stock"), of which __ shares are

“issued and outstanding and held of record by the Exchanging

Corporation. |

C.  The Board of Directors of the Exchanging

fcorporaticn.has adopted resolutions approving this Agreement and

Plan of Exchange {(the "Agreement") in accordance with the
Pennsylvania Business Corporation Law of 1988 (the "BCL") and
directing that it be submitted to the shareholders of the
Exchanging Corporation for adoption.

ARTICLE I
General

T 1.01. Parties to Exchange. The Exchanging Corporation
and the Acquiring Person shall effect a share exchange {the

"Exchange") in accordance with and subject to the terms this

Agreemenc.,

1.02. Effectiveness. Articles of Exchange, and such

other documents and instruments as are required by, and complying

in all respects with, the BCL shall be delivered to the ,
appropriate state officials for filing. The Exchange shall
become effective at the later of 12:01 A.M. on i
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1995 or the filing of Artlcles of Exchange,ln the Department of
State of the Commonwealth of Pennsylvania (the "Effective Time").

1.03. Termination. Notwithstanding shareholder
approval of this Agreement, this Agreement may be termlnated at
any time prior to the Effective Time by either the Acquiring
Person‘by~wr1tten notice to the Exchapglng Corporatlon at least

days prior to the Effective Time or by~the Exchanging ;
, Corporatlon at any time prior to the Effective Time by resolution
approved by its Board of Directors.

ARTICLE IL
Capital Stock

2.01. Exchange. At the Effective Time each share of
Pp&l, Common Stock issued and outstanding immediately prior to the
Effective Time shall, by virtue of the Exchange and without any
actién on the part of the holder thereof, be converted and
exchanged into one share of Reésources Common Stock and the
Acquiring Person shall thereupon have acquired and be the holder
of each share of PP&l: Common Stock covered and exchanged in the
Exchange. No shares of PP&L Common Stock shall cease to exist by
reason of such conversion and.exchange

. 2.02. Certificates. Following the Effective Time,
each holder of an outstanding certificate or certificates
theretofore representlng*shares of PP&L Common Stock may, but
- shall not be required to, surrender the same to the Acqulrlng
Person for reissuance of a new certificate or certificates in
holders’ name or for transfer, and each such holder or transferee
will be éntitled to receive a certificate or certificates
representlng the same number of shares of the Acqulrlng/Person.
Without any further action on the part of the Exchanging , ‘
Corporation or the Acquiring Person, each outstanding certificate
which, immediately before the Effective Time, represented PP&L
Common Stock, shall be deemed and treated for all corporate
purposes to represent the ownership of the same number of shares
of Resources Common Stock as though a surrender or transfer and
exchange‘ha& taken place.

2.03. Cancellation of Resources Common Stock Held by
the Exchanging Corporation. Immediately prior to the Effective
Time, each share of Resources Common Stock issued and outstanding
immediately before the Effective Time shall be cancelled and
thereupon: shall constitute an authorized but unissued share, and
all rights in respect thereof shall cease. The Exchanging
Corporation, as the sole holder of such Resources Common Stock,

' consents to such cancellation.




ARTIELE'III

: - 3.01. Articles of Incorporatzon. At the Effective
sze, the Restated Articles of Incorporation of the Exchanging

O ';‘ ‘Corporation shall be amended anﬁ restated as set forth on Exhibit
: - A hereto. : ,

f‘} s M IN WITNESS WHEREOF, the parties hereto ‘have executed
: ~this Agreement and Plan of Exchange as of : .+ 1994.

PENNSYLVANIA POWER & LIGHT COMPANY

By

Name:
" Title:

PP&L RESOURCES, INC.

Name: |
‘Title:




S . | EXHIBIT D-1




'~ BEFORE THE
PMSYLVMIA PUBLIC UTILITY CQMMISSIOH

In Re: Applicatiocn Of
Pennsylvania Power & Light
Company For:

(1) Pennsylvania Public
Ttility Commission Approval,
‘Purguant To Chapters 11,

19 and 21 Of The Pen.nsylvanzn
Public Utility Code, Of
- Cartain Transactions And
Agreements To Be Undertaken
In Connection With The
Establishment Of & Holding

Company Structure, And
- (2) Pennsylvania Public Utility
Commission Certification

To The Securitiss And Exchange
Coemmiggion Purauant To
Section 33(a) Of The Public
Ttility Holding Company
- Act Of 1935

LU O T 1

Application Docket No.

LU

LIS T TR L o LA T 1]

L3
-
»
-
-
.
-
-
-

-

APPLICATION OF

David B. MacGregor

Morgan, Lewig & Bockius
2000 One Logan Square '
Philadelphia, PA 19103

G. D. Caliendo

Paul E. Russell :
Pepnsylvania Power & I.ight Ccmpany
Two North Niath Street

Allentown, PA 18101 =

Counsel for Pennaylvania.
Power & Light c::mpnny
OF COUNSEL:
MORGAN, LEWIS & BOCKIUS
2000 One Logan Square
Ph:.la&elphia, PAa 19103

DATED: " March :181 1994



In Re:

L«

Applzcatmon of
Pennsylvania Power & Light
Company For:
(1) Pennsylvania Public

Rt S ~ Utility Commission Approval,
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3. Pennsylvania Power & Light Company ("PP&L") is a

'cbrpération which was organized‘on,Juné 4, 1920 under the laws of
- the Commonwealth of Pennsylvania to exist perpetually.' PP&L is

- subject to the Penmsylvania Associations Code, 15 Pa.C.S. § 101

et seq., including the Pennsylvania Business Corporation Law of

1988, 15 Pa.C.S. § 1101 et geq., for the government and

regulation of its affairs. PP&L is vested with lawful authority'
to supply and is supplying to the public electric light, heat and
power gervice in twenty-nine countles in central eastern
Penmsylvania. In’prov;dlng this service, PP&L is subject to thé

Public Utility Code ("Code"), 66 Pa.C.S. § 101, et sed., and

. regulation by the Pennsylvania Public Utility Commission

{"Commission") thereunder.

4. PP&L Resources, Inc. ("Resources") is a corporation

organized under the Pennsylvania Business Corporation Law of

1988, 15 Pa.C.S. § 1101 et seq. Resources was incorporated on

March 15, 1994. Pursuant to the terms of a subscription

' agreement dated March 16, 1994, Resources, upon appropriate

Ccmm1581on approval, will become a direct wholly- owned subsidiary

of PP&L. A copy of this subscription agreement is attached as

Appendith, Thereafter, upon receiving shareholder and other

 appropr1ate regulatory approvals, Resources will become the

holdlng ‘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

-




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

PP&L’s common stock.

6. PP&L owns one-third of the capital stock, which

. represents one-half of the voting stock, of Safe Harbor Water

Power Corporation (“Safe Harbor'). As a result, ?P&L is,a

holding company under the Public Utility Holding Company Act of
1935, 15 U.S.C. § 79, et seg. ("Holding Cdmpany'Act")s _However,
becausé it is predominantly a public utility company whose |

operations do not extend beyond Pennsylvania, PP&L is exempt from

‘all of the provisions of the Holding Company Act except Section

9{a) (2) thereof. Resources also will be a holding company under

the Holding Company Act but‘will qualify for an exemption because

Resources and the electric utility subsidiaries in the holding

kcompany group (PP&L and Safe Harbor) are predominantly intrastate

in character and carry on their busmnesses in Pennsylvanla where

all three companies are organized.

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

‘million customers. Attached as Appendix B is a table showing the
number of customers, by classes; to whow PP&L furnishes electric

~utility service.

8. Attached as Appendix C is a balance sheet for PP&L as
of December 31, 1983.

9; Attached as Appendix D is an income statement for PP&L -

for the 12 mcnths ended December 31, 1993.
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10. All the annual reports, tariffs, certificates of
notification, applications for certificates of valuation,
applications for approval of the issuance of securltmes, ‘and

securltmes certificates, filed w1th the Commission by PP&L and by

ite predecessor, constituent, and afflllated companies are made a

part hereof by reference.

11. With the passage of the Public Utility Regulatory -
Policies Act of 1978 (*PURPA"), and the Energy Policy Act of 1992
("Energy Bet"), the electric utility 1ndustry in general, and
PP&L in particular, have experienced a s1gn1f1cant increase in

the level of competltion,mn.theAmarket for the generation and

gale ofyéléctricityf PP&L has already been requlred under PURRA

to purchase substantlal amounts of. energy from non-utility

generators. The Energy Act further1reduces barrlerSgtO‘market

entry for companies that wish to build, own and operate electric

generating facilities. The Energy Act also prcmotes competition

by authorlzlng the Federal Energy*Regulatory Commission to

requlre wheeling for wholesale power transactlons, The clear
intent cf the Energy Zct is to permit buyers of electricity to

reach multiple sellers. The increased competition facing the

~electric utility industry has been well documented and is

undoubtedly the most signifiCant issue facing the industry today.

12. In order tofrespond effectively to this incréaséd
competition, PP&L, after extensive investigation and analysls,

has- determlned,that, in addition to respondlng to competltlon in

iy




its existing markets, it also must posxt;on itself to explore and
take advantage of potential business opportunities outside of its
present markets in central eastern Pennsylvania. ‘Pursult‘of
‘thESe'oppcrtunities will play en,importaﬁt role in maintaining
PR&L’s long-term'finaneial viability, whichiisfnecessafy for it

to continue to provide reliable service to its retail customers.

13. PP&L is currently investigating a variety of bueineSS
opportunities, both in dOmesticmand,internaticnal markets. PP&L
has not yet determined what specific inVestments‘it'wili‘pursue,
but is currently focusxng on those,opportunltles whlch relate to

»1ts present core bu51ness—~the generation, transmission and

distribution of electrlc energy.

14. Inltlally, these unregulated ‘business act1v1t1es will
be conducted through Power Markets Development Company ("Power
,Markets"), currently a wholly owned sub51d1ary of CEP Group, Inc.
| ("CEP"),~wn1ch in turn is a wholly-owned subsidiary of PP&L.Y
,Power Markets was fcrmed’én March 9, 1994, and haé been funded‘
with a $50 million capital contribution from PP&L’s internally
fgenerated funds, inkorder to take advantage of‘business
opportunities in the near’term ‘ PP&L expects that the amount
invested in unregulatedkbuSLness activities may encrease over
time and,antmclpates that pursuit of these expanded activities

may require the creation of additional subsidiaries.

1/ CEP was originally 1ncorporated as a direct wholly—owned
“subsidiary of PP&L in the late 1960’s under the name of
Service Development Company (*SDCY).
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15. PR&L could continue't0=pursue,unregulated business
opportunities through Power Markets and other subsidiaries as
second-tier subsidiaries of PP&L.¥ However, it is more |
desitrable in the long run to conduct these unregulated activities
through a holding company structure. The holding company |
structure is a well-established form of organization for thoée
cempanies condﬁdting multiple lines of business. It is a common
fcrmkof organization for unregulated;companies;and for those
regulated companies, e.g., telephone utilities and water

utiiities, which are not subject to the Holding Company Act. In

,addition, it is utilized by'many'electricwcompanies which are

involved in unregulated activities. 1In recognltlon of ‘the

increased competltlon in the electrlc utlllty industry, the

Energy Act permits electric utilities to conduct certain business ,

activities which were previously prohibited by the Holding
Company\Act. PP&L wishes to takeradvantage‘of this opportunity,
and desires to do so by utilizing the most efficient and

effective corporate structure.

16. The beneflts of a holding company structure are well

iestabllehedj The holding company structure fully separates the
‘ roperatlons of regulated and unregulated busxnesses. As a result,

it provides maximum protection to ratepayers and a better

structure 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 required.
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unregulated to regulated lines of business. A holding company
structure is preferred by the'inVestmEntfcommunity'beCauSe it is
easier to analyze and value individual lines of business.

Moreover, the use of a holding companyistructure provides legal

- protection against the imposition of liability on regulated

utilities for the results of unregulated business activities. 1In
short, the holding company structure is a highly desirable form
of conducting regulated and unregulated businesses within the

same corporate group.

17. ,The~commission‘is‘quite familiar with holding company
structures and their operation. The Commission regulates many
utilities which are part of holding company structures, including
Citizens Utilities, Inc., Columbia Distribution Company, Duquesne

Light Company, Equitable Gas Company, Metropolitan Edison

: Ccﬁpany; National Fuel Gas Distribution Company, the seven

operating gas company subsidiaries of Penn Fuel Gas, Inc.,
Pennsylvania-Bmerican Water Company, Pennsylvania Electric

Company, Pennsylvania Gas & Water COmpany,kPennsylvania Power

COmpanyi The Peoples Natural Gas Company, Philadelphia,Sﬁburban
: Wﬁter Company, Roaring CreékﬁWatér-Company and UGI Utilities,
Inc. Indeed, most utility operations in Pennsylvania are today

‘conducted within a holding company structure.




18, PP&L’SVCOrporaté,structufe immediately prior to the

- formation of the holding company structure will be as follows:¥

Pecnsylvania Power & Light Company

. pPEL | Pernisylvanie | | interstate | Realty coupany o tee Safe Harbor
| Besoufees, Coal Resources | | Energy - of penitaylvania Gro\p inc. Water Power
A { A | Corporation | | Company : Carporstion
BOW 41 | Power Markets!
~ —— ‘ i Corporation =4 Development
pernsylvanin | ; s : | Copany ‘
Corporation - o
j I — Greens Hill

L~ Coal Company |

Rushton . | | Gresne ¥anor
Mining i -— Coal Company
 Compeny « - ——
I ndy Jane
i-ofcotllerles, Ine.}

19. Thé ‘holding company structure will be created through a
share exc:hange, in which all the outstandlng common gtock of PP&L
wxllvbeuexchanged'on a share-for-share basis,for'CQmmonrstdck of
Resomﬁces«, A summary of the steps entailed in the share excehange
is prov:.ded in Appendix E. After the share exchange is
completed, all of PP&L’s common stock w:.ll be owned by Resources,'
 and all of Resources’ common stock m.ll be owned by the fomer

Vowners of PP&L'S common stock

3/ As e@lalned above, Resources will become a first-tier
subsidiary of PP&L upon Commisgsion approval of the
subscription agreement attached as Append:.x A,
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20, Following consummation of the share exchange, PP&L w111
transfer the ccmmon‘stcck,of 1ts wholly-owned subsidiary, CEP, to
Resources. CEP will then transfer the commonfstock'of its
- wholly-owned subsidiary, Power Markets, to Resources. It is

éxpected that these transfers will be made in the form of stock

dividends.
21. After the above transactions, the new corporate

- gtructure will be as follows:

PPEL Resources, Inc.

o —— T )
Power Hurkets! | CEP Pennsylvania Power & Light Company
bevelopment | (Grodp, Inc.
Company ] o SRR
o ik ) A D B :
1 Pennsylvania - Intérstate Realty Caipany | |Safe Harbor
Coal Resources Energy Company [ |of Pennsylvanie | jWater Power
Corporation 17 Corporation
. .BDY
Pemayivama ! Corparation
c::rporatwn
| Greene Hill
-1 Cosl Compary
Rushton. k
Soimpany - -Greefie Bahor
e et LBl Cotpany |
Lsdy J‘aﬁg
A Collieries, Inc. »

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

reflecting these transactions are attached as Appendix F. The




transactions will have no pro forma effects on PP&L‘s or
Resources’ income statemerits.
23. The proposed transactions will have no effect on the

service provided by PP&L to its customers or the rates charged

for that service. PP&L will carefully separate non-regulated and

- regulated operations to assure that no cross-subsidization of

costs or transfer of risk occurs. Services provided between DP&L
and Resources, on behalf of itself and its other subsidiaries,
will be provided at cost, pursuant to a Services Agreement. A

drzft of this agreement is attached as Appendix G.

24. The Commission has full authority and resources to

protect Pennsylvania jurisdictional customers against any

potential adweréevconsequences‘assbciated with unregulated

operations. The Commission's authority and resources to address

these issues are detailed in paragraph 27 below. The holding

company structure proposed in this filing will in no way impair

the Commission’s ability to protect PP&L’s retail customers.
Indeed, by providing the wmaximum separation of régulatea and
unregulate& lines of business, thefholdingvcompany structure
shcniayenhanCe thefCommission?s ability tdkpursue its regulatory

functions.
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25. In connection with the transactions set forth above,
PPilL seeks certain approvals by the Commission under Chapters 11,

19 and 21 of the Code.¥

a. Chapter 11 Approvals. PP&L seeks two Chapter 11
:,apyrovalsfin.ccnhecticn with these transactions. First, the
issﬁénCe of Resources common,stock to PP&L will result in PP&L
acijuiring more than 5% of the voting capital stock of a
cosporation. This transaction requires Commission approval under
Section 1102(a) (4) of the Code, 66 Pa.C.S. § 1102(a) (4). Second,
' the share exchange agreement described in Appendlx E w111 result
in a change of ownershlp of PP&L common stock -- from.current
shiireholders to Resources -- and may require approval under

' Seution 1102(a) (3), 66 Pa.C.S. § 1102(a)(3). Section 1102 (a) (3)
reyuires Commission approval for the transfer,jby any means, of
title, possession or use of public utility property used or
useful in providing public service. It is the company'éopbsition
that the establishment of a holding company strﬁcture does not
tr;ggef Commission jurisdiction under Chaptet 11 because there'
will be no transfer,of the title, possession or use of public
utwllty property. Both before and after the transaction,'title,
ponsessmonuand&use of all utility property will remaln with PP&L.
Nois W1ll‘there be any change in control of this property. PP&L’s

common stock is currently owned by a large number of individual

4/  The establishment of the holding company structure also will
requlre various filings with the Securities and Exchange
Commission ("SEC"), the Federal Energy Regulatory Commission
and the Nuclear Regulatory Commission. ‘
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and institutional shareholders and is actively traded on the New
York and Philadelphia Stock,Exchaﬁges. After\the transaction all
PP&L common stock will be ownéd,by’ReSOurces, and all Resourcés
common stock will befowned,bY‘the~former PP&chommon
shareholders. Thus, ultimate control remains in the hands of the

former PP&L common shareholders.

PP&L recogrnizes, however, that in a recent draft Policy

~ Statement the Commission has interpreted Section 1102 as

- requiring épproval for transactions such as the propoged share

exchange. 24 Pa. Bulletin No. 3, p. 389 (Jan. 15, 1994). DP&L

submits that Chapter 11 does not apply to the change in ownership

 of PP&lL common stock described in the share exchange agreement.

Howaver, in order to avoid delay, to provide the Commission with

‘a full opportunity to review all‘aéPECts of this transaction, and

becanée other aspects of this transaction require Commission
approval, PP&L requests that Commission approval of this
Application be deemed approval under the draft Pclicyrstatement.
b. Chapter 19 Approval. PP&L also seeks registration
of a securities certificate in connection with the share exchange

agtegment described in App3ndix‘E~to this Applicatioh. The

creation of the holding ccmpany structure may’result in a change
‘ln,a term of PP&L becurltles. Specifically, the 1ssuer of the

tommcn stock will change from PP&L to Resources. However, this

change has no effect on ratepayers, wh;ch‘are the class protected

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

“12=




intended to protect utility shareholders. York Railways Co. v.

Pa. P.U.C., 131 Pa. Super. 126, 198 A. 920 (1938). It is
therefore PP&L‘s view that a securities certificate is not
required.¥ However, in order to avoid delay, to provide the
Commission with a fuli opportunity to review all aspects of this
transaction, and because other aspects of this transaction
| require Commission approval, PP&L is geeking Commission
registration of a securities certificate in ecnnection with the
share éxchange* The securitisg certificate for the share

exchange is attached as Appendix H.

Section 1903 (a) of the Code, 66 Pa.C.S. § 1903(a),
ﬁrovideg‘thatya secﬁrities certificate will be déemed registered
if the Commission has not rejected it within 30 days after filihg
or extended the period for consideration. PP&L recognizes that
this Chapter 19 approval is ome part of a larger transaction ahd
that the Commission may not be in a position to rule on PP&L’s
apﬁlicationpwithin,go days. Accordingly, PP&L agrees to extend
the 30-day consideration periocd until the COmmission,aéts on thié
~ Application, orkin.the‘alternative; requests that the Commission
izsue an,oréer'préviding for éuch,ah extension of the

consideration period.

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

share exchange agreement described in Appendix E and the Services

8/  shareholder approval of the share exchange will be required
under the Pennsylvania Business Corporation Law.
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Agreemént attached as Appendix G as éffiliatedAinterest
agréémentskuthr‘Chapter‘zl of the Code. At the time the share
- exchange agreement is presented to PP&L shareholders for
approval, Resources will be a first-tier subsi&iary‘of PP&L.
‘Accordingly, PP&L and Resources will not be affiliated interests
as that term is defined in the Code. 1It is, therefore, PP&l’s
view that approval of the share exchange‘agreement under Chapter
21 is not required. However, in order to avoid delay, to provide
the Commission with a full opportunlty to revzew all aspects of
~this transaction, and because other aspects of this transactlon
f require CommmssmonAapprOVal, PP&L requests that Commission
approval 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 affiliaéed interest~agreementkwi11‘be deemed
approved if the Commission has not rejected it within 30 days
after filing or extended the consideration period. PP&L
zecognizes that this Chapter 21 approval is ome part of a larger
transact;on and that the Commission may not be in a position to
rule on PPEL’s application within 30 days. Accordlngly, the
Company agrees to extend the 30- -day consideration period untll
the CommlsslonAacts on this Application or, in the alternatlve,

- requests that the Commission issue an order‘prov1d1ng for such an

extension of the consideration period.
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d. Other Commission Approvals. To the extent
required, PP&L requests any other Commission approvals required
by Title 66 of the Pennsylvania Consolidated Statutes which may |

- be necessary to consummate the transactions described in this

Application.

26. In addition to’the Chapter 11, 19 and 21 approvals set
forth above, PP&L also seeks Commission certification under
'§ 33(a) of the Holding Company Act. Section 33(a) provides'that
‘an exempt holding company which owns or operates generationm,
transmission or distribution facilities in a foreign country will
‘not lose its exemption if the Commission certifies to the SEC
‘that: (1) the Commission has the authority and resources to
pratect jurisdictional ratepaYers; and (2) the Commission inﬁends
to exercise that authority. ‘Because Power Markets will likely
. own or operate generation, transmission or distributiOn
facilities in a foreign cauntry, PP&L is ra@uesting‘that the
CQmmission4issue a Section 33(a) certification so that’exempt
hoiding company status can be maintained. A draft Certification

to the SEC is attached as Appendix I.

27. The Commission clearly meets the critéria{set forth in

Section 33(a) and should provide the requested certification.

Commigsion Authorit

. The Commission has ample

authority to protect ratepayers subject to its jurisdiction. The

Code grants the Commission pervasive powers to, inter alia: .
investigate public utilities (§ 331): adopt all regulations and
-15- ‘




"orders necessary to carry out its statutory duties (§ 501(a));
supervise and regulate all public utilities (§ 501(b)); enforce
- its orders in the state courts (§ 502); obtain information
'requirea‘to'value utility proﬁerty (§n505); inspect utility
facilities and records (§ 506) ; hear and &eterﬁiné-éustcmer
complaints against utilities (§ 701); approve the establishment
‘and'abandonmeni of service by_publié’utilitieé (8§ 1i02(a) (1) -
(2)); approve the transfer of public utility property
(gklioz(a}(s));_approve the~acguisition by a publid utiiity of
more than 5% of the voting stock of any corporation

(8§ 1102(a) (4)); apprQVevthe exercise of the power of éminent
domain (§ ilb4); establish just and reasonable rates (5'1301)f
prevent unreaSOnab1e~rate~discrimination (§ 1304); fix the fair
value of utility property (§ 1311); order refunds (§ 1312);

' éhsur&;édequéte,‘safe, efficient facilities and service (§ 1501);
prevent discrimination in service (§ 1502); establish accounting
ah& &épteCiatiGn_systems (§§ 1701, 1703); require maintenance pf
coﬁtinuing property records (§ 1702);'approve the issuance and.
assumption of securities (§§ 1901-1903);,pre~approve affiliated
_interest agreeménts (§§ 2101-2107); and impose'civil penalties
(§ 3301) and seek criminal prosecution (§ 3302) for vmolatlons of
its regulatlons and orders. Taken together, these and other
 provisions of the Code‘prov1de,Ehe‘CommiBsion.withbbroad
authorlty<to protect Pennsylvania ratepayers from any- potentlal
adverse consaquences of any~unregulated<bu51ness act&v1t1es,‘

including foreign investments by,aff;l;ated.companmes.
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b. Commission Resources. The Commission also has

 sufficient resources to exercise this authority on behalf of

ratepayers. The Commission has an annual budget of over §32
million to fund its regulatory oversight of the Commonwealth’s

public utilities. PUC Annual Report 1991-92, at 5. It has a

staff of 581 émplcyees,finéluding attorneys, rate analysts,

- auditors, economists, engineers and enforcement officers. PUC

The Commission’s recent activities demcnstrate that it
w1ll exercise its authority to protect customers.V For example,
during the 1991-92 fiscal year, the Commission completed 72 fixed
utiiity“réte cases, 187 aﬁditS:and 14 Management Audits, and
responded to 7,522 consumer complaints, 13,221 mediation rEQuests
and more thén 5,000 consumer inquiries. PUC Annual Repgrt 1991~
82, aﬁ 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

: holdmng‘ccmpanles (see paragraph 17, supra) . The Commission is

well versed in dealing with holding companies and is fully

;capable of assurlng that jurlsdlctlonal utility customers are

protected agalnst any cross- subs;dlzatlon of costs or transfer of

- risk which might occur.

c. Conclusion. The Commission has the authority, -

_ resources and experience to brotect Pennsylvania ratepayers from
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~ any potential adverse consequences of foreign investments by PP&L

and/or its affiliated companies and should so certify to the SEC.

28. PP&L is providing notice of this filing to all of its

_customers through an insert in each customer’s april bill. Tn

addition, the Company has provmded a copy of the appllcatlon to
the Office of Consumer Advocate, the Offlce of Small Business

Advocate, the Ccmm1551cn g Office of Trial Staff and counsel for
the Leh;gh Valley Power Commzttee -~ a group of large 1ndustr1a1

Gustomers that tradltlonally~part1c1pates in Commission

proceedings involving PP&L.

'29} PP&L submits that this Application is in the public

intérest and should be approved. Competition in the electric

- utility industry is now a reality and‘muét be faced directly. To

compete on a fair and level playing field, PP&L must compete
aggressively in its own service territory. PP&lL also must

explore opportunities in other markets to maintain the long-term

 financial viability necessary to‘provide‘reliable service to its

~ retail customers in a competitive environment. The proposed

holding company structure will permit PPSL to explore and enter

‘the(world~wide power market in a way that provides the maximum

protection to its Pennsylvania customers.

30."PP§L,re§uests expedited review of this Application.
The electric utility industry is~evolving rapidly; and there is
an ever-increasing level of ccmpetztlon in the generatlon and
sale of power. PP&L belleves that it must move qulckly to become k
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involved in the new electric marketplace ahdftéke advantage of

emerging business opportunities. In additionm, the use of a

holding company structure is quite common in Pennsylvania and the

Commission is well versed in dealing with holding companies.

- PP&l: recognizes, however, that thisxApplication is one of first

impression and may raise public interest considerations that

‘require Commission review. In an effort to balance its desire

. for timely,action.withvthévneed for adequate review, PP&L

respectfully requests that the Commission enter a final order

approving this Application as expeditiously as possible.
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WHEREFORE, for the reasons set forth above, Pennsylvania
Power & Light Company requests thatnthe Pennsylvania Public
® ~ Utility Commission approve this Applicati'ch,; grant all of the
| | specific approvals requested un"ae-f Chaﬁte;:s vll, 19 and 21 of the
Publie Utility Code an&'anyioéher Commission approvals which may
"Z' ‘  be required by Title 66 of the Pennsylvania Consolidated Statutes
| | to tonsummate the‘ transactions déscribed in this Application, and
provide to the Securities and{Exchange éOmmi3sibn‘the
:it’ | ' o certification described in Sectlon 33(a) of the Publlc Utlllty
. Holding c:ompany Act of 1935. |

Respectfully submitted,

David B. MacGregor Vi
T ; : v Morgan, Lewis & Bockius
¢ : o , 2000 One Logan Square
= '~ Philadelphia, PA 19103

G. D. Caliendo
, ; Paul E. Russell
® , . Pennsylvania Power & Light Ccmpany
Sl : ' » Two North Ninth Street

Allentown, PA 18101

Counsel for Pennsylvania
Power & Light Company
OF COUNSEL:
MORGAN, LEWIS & BOCKIUS
- 2000 One Logan Square
Philadelphia, PA 19103

DATED: March 18, 1994
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AFFIDAVIT

 COMMONWEALTH OF PENNSYLVANIA )
COUNTY OF LEHIGH ;%
' RONALD E. HILL, being duly sworn according‘to iaw,
deposes and says that he is'Senibr'vice,President4Financialkof
g , , Pennsylvania Power & Light Company; that he is authorized to and
o does make this affidavit for it; that he has read the foregoing

application and states that the facts set forth 'thereiﬁ are true

and correct to the best of his knowledge, information and belief
- and hé‘EXpects Pennsylvania,P6wer‘& Light Company to be able to.

- prove the same at any hearing.

‘Sworn to and subscribed
before me this [bth day
of March, 1994
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Appendix A
SUBSCRIPTION AGREEMENT

THIS AGREEMENT is made this 16th day of March, 1994, by
and between PP&lL Resources, Inc., a Pennsylvania corporation (the
"Corporation”), and Pennsylvania Power & Light Company, a 7
Pennsylvania corporation (the "Subscriber®), with reference to
the following Recitals: :

RECITALS

A. The Corporation was incorporated on March 15, 1994,
under the laws of the Commonwealth of Pennsylvania. :

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

C. The Subscriber desires to purchase shares of the
Corporation on the terms hereinafier set forth. :
| NOW, THEREFORE, the parties hereto, intending to be
legally bound hereby, agree as follows:

1. Upon receipt of appropriate approval of the
Pennsylvania 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

receipt of a certificate or certificates evidencing issue to the

Subscriber of the appropriate number of fully paid and

nonassessable shares of the Corporation.

Aty to thg
in two




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 effsct 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 may
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. ,




IN WITNESS W&REOF, the parties have executed this
agzaement as of the date tirst ahove written.

: Pennsylvania Power & Light
Comp

e . : ' Senz.or V:.ce President,
hd : , General Counsel and
5ecretary

o 'f‘ . : : : . ' PP&L Resources, Im:.
S ~ ' : Vice Presidexyf Treasurer
o and sgcretaxy
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Residsntial , L 1,058,690

Generst Service 142,486
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Total System 1,203,131
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N Appendix C

: CONSDLIDATED BALANCE SHEET AT DECEMBER 31
Pennsytvama Powar& Light COmpany and Subsidiaries .
Assets , , 1993 o 1992
: m:omndsofbdaa)
: Propertys Plant and Equipment ; , o
Electric utility plant in servics—at original cost...... resssniossinssnenssesssn 38,812,473 $8,501,544
‘Accumulated depreciation (Notes 1 and 10)........o.ceemumeceonsesnsiorsomnss (2,686,867) 2,495,972
Defen‘ed deprecmtion (Notes 1 and 10} .. cirseninin ot , 282115~ _ 206.285
: : 6.507.621 6,391,857
- Construction work in progress——at cost .. : ' - 238,800 211,534
Nuclear fuiel owned and leased—fiet of amomzahon (Note ) SRS £ L 51 B 174,388
Other leased property--nat of amornzaﬁon (Note ). beskaiaeerniissis 75,830 - TeR74
- Elsctric utility plant—net ............. NS 6,896,830 6,854,733
Cther propenty--net of depreciation, amomzatmn - R ,
and depletion (1993, $40,166; 1982, $64,288) ... ST 148751 184,771 |
’ ' 7,145,581 - 7.018,504
Investments S j‘
Associated company-—at eqmty ; eeiiiaisinins 17,069 17,088
; , - Nuclear plant decommimanmgtmstfund (Notes1 and 6).vesinsoninsoscoianes 78,813 65,158
e Financial investments (Notes and?) e eovisbiianbas 140,568 121,500
& Ol COS OrlesS (NOHE T) o sesmian 31249 33857
- ’ 285800 237.404
t:urrent Agssts ~ = , ~
- Cash andlashequwalems(NBte 1. : ossasis 8271 15,110
A - Accounts receivable (less reserve: 199& $29,429; 1992 527.65.0) : B
* Customers .......... , ; 183,364 184,149
- o lnterchangepawersslw crins e sriiusssreviadesasinis ot ; 7,281
Olher .. . SR RS 17,502 14,128
Unbilled revenues.............. " senss . ; 120,589 - 108,806
| . Fusl(coal and oily—at average cost dinistanssniinssonsioisisniassannasin sisomtins 85702 142374
L 8 - Materials and supplies~=at average cost ............ sasssicins . 125,676 138,360
e Common stock held for dividend remvestmem pian--at _ : ;
cost (Note 8) ... osmeismniniensss . 15,837 © 14,383
- Deferred income taxes (Not» 5\ eermensnes ninia: obiiamsosiistesaiin 12,688 8,776
Oher .. Lissisbauseinsnsdssississonsimnegons ressssannss - 37083 521453
‘ _ S TR ‘ _ 616,812 685,600
®  Deferred Debits | |
S ,Uhﬁiy plant canrying charges-—net of amomzauon ; : , . ‘
(Notes 1 and 10). ’ coessisicuanssas 24,097 24085
Reacqmraddemcosts(mteﬂ and'lm horaie ST 101,838 78,917
: p Assessmentiordecommzssaomng uranium enrichment ' . »
e facilities (Notes 3 and 10)... rmmsnsiisississs 33740 38,925
S S Retired miniers® health care beneﬁts (Notessand 10\ cisenine , 24088 38,500
Taxes recoverable through future rates (Notes 5 and 10).... 1,168,118 ‘
: Postretxrement benefits otherlhan pensions (Notes 10-and 13) ........ RO 14,855 , .
Other..cucussiians asesussisns - 81208 80,853
S : 1425820 " 249.260
o T _ | | | RARATE SEAGITES
S ’ e sy Notas fo Firncial Statemonts.
o 47




Liabilities - : : 4983 1982
S v Capitalization ‘ |
[ Common equity : : ‘ T AR
Common Stock ...... R NS TSNS $1.370,783 $1,384,148
Capitai stock expense ‘ o ssisissiaoss - (10,808) (11,969)
Eamings reinVeste ........vicsecscssssnmmmssasisiommsaiomsessesssssssssin : 4,085858 1.014.780
’ ' ‘ 2425835 . 2386939

® T :: ; ‘yiﬁrefertedandpfefemnces:ock R S e T
. \ithsinking fund requirements . TR R 335,000 325,800
Whhautsinkmgfund requirsments........... ciiasiieisssiossbesusss cavasees 171,375 223812

,Lnng.gem.dem, s isusnaains o DAY . 2818.031 2,820,720
- : ' ‘ ‘ : 5.550'.24‘1‘,_ 5.536.7371

Ctirrent Liabilities : a

- Commercial paper (Note 12) rise BN PR R 117,000 67,000

~ Bank loans (Note 12) : Srisbassssssustsonsisonsoitsissasisniaininsiests | . 85,260 , 92348
A Lcng—tenndebtduewnhmoneyear wsaansive sttt 44,539 8430
® . Capitallease obligations due within one year(Note 9)- ity 78740 86,899
R Accoumspsyable ssvasn Sesuian e on st S 1588,882 1‘7001 ‘

lmemstamed A Siaasbuserdanitissaitiontsnsebsbonsiniibaniicasnd 60,373 59429

,Dmdendspayab!e : sssinions s ivseseisiussrbrsassiaish L0 704100 70,556
SRS Acenited mine c!osmg costs - cument psiisaass osassssabsiiassas 7842 20,208
& Other........ cirsauivint itassiesutie b 88791 91105
MU , : \ : o _TT2668 704,340

Delermﬁ Credits and Other Noncurrant Liabilities o -7 s SR '

Deferred investment tax credits (Note 5) ~ esssabbnni 242,317 255823 -
. Deferred income taxes (Note 5)......... : sicasesiissasiesiisi 2,280,648 1,070,744 |
® - capitalfease obligations (Note 9j ... , AN 170,285 - 164,159 R
i . Unamortized cost of power plant spare parts (Note 3) ... 51,147 75457

- Actrued nuclear plant decommissioning costs (No:e51 and 6) Gisesabimiresi - 78,947 C 67435 ‘
. Accrued mine closing costs ........ ceis 55876 < 81,881
‘Contract settfemeant proceeds tobecredned to T R
0 customers (Note 3)....... N . 43894 55704
. Accrued pension costs (Note 13) s bt ' © 82,024 73,902
- Acctued assessment fordecommlssmnmg uranium ennchment BRI R
- tacilities (Note 3)......n.... . 318711 30,800
‘Accrued retired miners' heaﬂh care benerts (Note 3! NI 3875t 3800
|

k . Accrued postretirement beneﬁtsotharman pensions and e

‘ ' o ; postemp{uyment benefits (Note 13) » wsisiss 9,882 e

T Othefun., s ABS82 40402
: S , , 3131.204 1,850,757 .

- Gommitments and Contingant Liabilities (Note 15) ..

&0 R e R | $9.454113 $8.181.768
| Seeacoumpenyig Notes  Fiancia Sttements.
| | | a8



ACCT.

01
101
105
07

10814

1204
1206

123
122

231
124
128

131
132
134
195

141
142
143
184

45
148

4151
152
154
163

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

T OF ACOUNT

UTILITY PLANT IN 8ERVICE -
PROPERTY UNDER CARITAL 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 : o
ACCUMULATED PROVISION FOR DEPRECIATION OF NONUTILITY PROPERTY
NET NONUTILITY 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 RECEIVAR
NOTES RECEIVABLE ‘
CUSTOMER ACCOUNTS RECEIVABLE
OTHER ACCOUNTS RECEIVABLE
ACCUMULATED PROVISION FOR URCOLLECTIBLE ACCOUNTS-CREDIT
TOTAL NOTES AND ACCOUNTS RECEIVABLE
RECEIVABLES FROM ASSOCIATED COMPANIES
NOTES RECEIVABLE FROM ASSOCIATED COMPANIES
ACCOUNTS RECEIVABLE FROM ASSOCIATED COMPANIES
TOTAL RECEIVABLES FROM ASSOCIATED COMPANIES
MATERIALS AND SUPPLIES
FUEL §TOCK
FUEL STOCK EXPENSES UNDISTRIBUTED
PLANT MATERIALS AND OPERATING SUPPLIES
STORES EXPENSE UNDISTRIBUTED
TOTAL MATERIALS AND SUPPLIES

s "

$6,8790.601,553.46
75.826,508.33
32.871,545.37
238,600.061.26
£,226,703,068.42

(2,404,852.089.81)

6,821,850,878.81
1,684,283.03
173,394,572.08

6,886,820,833.82

3,633,847.80
{401,494.14)

R ¥R

49,044,411.79
2223996131
101,705.547.98

_176,222.274.74

2,197.800.17
2.451.96
575.00
1,522, 408.08

10,969.67
212,600,902.63
8.870,263.67
(25,429.084.29)

~183,051,451.68

67,161,248.50
83510085

~  67,006.430.45

04,943.052.38

621,594.40

124,133,045.81
 1,516,098.35 -

SN2 13.700.04




B L R PENNSYLVANIA POWER & LIGHT COMPANY
: o , BALANCE SHEET ACCOUNTS
ASSETS AND OTHER DEBITS
e ACCT. ‘ ; | e e
o No. | . ok ASE BN ; o 1993
L CURRENT AND ACCRUED ASSETS (CONTINUED) : ' o
165 PREPAYMENTS : - ' - $8,898,008.85
, OTHER CURRENT AND ACCRUED ASSETS ‘ ' : ; gy
171 INTEREST AND DIVIDENDS RECEIVASLE S ' ‘ 98,433.04
- , 172 - RENTS RECEIVABLE : o 7.125,133.83
® 3 ACCRUED UTILITY REVENUES ‘ ‘ ‘ 120,588,654.31
S SRR 7/ S MISCELLANEOUS CURRENT AND ACCRUED ASSETS - 15,5841,338.78
180 ACCUMULATED DEFERRED INCOME TAXES (CURRENT) ' . 28418,71500
‘ TOTAL OTHER CURRENT AND / CCRUED ASSETS ' : o AN512975.94
TOTAL CURRENT AND ACCRUED ASSETS ‘ - 665,308,100.85

® _DEFERREDDEBMS | | T
BEEEE 181 UNAMORTIZED DEBT EXPENSE f - 365715742
1823 OTHER REGULATORY ASSETS , 1,558,707,432.52
183 PRELIMINARY SURVEY AND INVESTIGATION CHARGES ~ o 1,088,807.19
184 CLEARING ACCOUNTS , : B {241,891.88)
185 TEMPORARY FACILITIES ‘ (7.540.01)
o ; 186 MISCELLANEOUS DEFERRED DEBIS : . 28,388,178.01
* - 189 UNAMORTIZED LOSS ON REACQUIRED DEBT e 101,836,052.00

e 180 ACCUMULATED DEFERRED INCOME TAXES | 329,353,200.00

: LESS CURRENT ACCUMULATED DEFERRED INCOME TAXES ' _28,119,715.00
TOTAL ACCUMULATED DEFERRED INCOME TAXES (NONCURRENT)  301,233.48500_

TOTAL DEFERRED DEBITS o ' T U1,995,959,670.87

TOTAL ASSETS AND OTHER DEBITS SAPEE ' _$9,835,407,880,58




ASEY.

201

207
214
s
L2154
- 2184

BALANGE SHEET ACSOUNTS
 LIABILITIES AND OTHER CREDITS
- PROPRIETARY CAPITAL
COMMON STOCK ISSUED
PREFERRED STOCK ISSUED
‘PREMIUM ON CAPITAL STOCK
CAPITAL STOCK EXPENSE
EARNINGS REINVESTED

2
224

21
24

ot
232

236
o3y
238
240
241

243
283

PENNSYLVANIA POWER & LIGHT COMPANY

APPROPRIATED RETAINED EARNiNGSAMORT!ZAT!DN RESERVE-FEDERAL

UNAPPROPRIATED UNDISTRIBUTED SUBSIDIARY EARNINGS
“TOTAL PROPRIETARY CAPITAL

LONG-TERM DEBT
BONDS
OTHER LONG-TERM DEBT
~ UNAMORTIZED PREMIUM ON LONG-TERM DEST
UNAMORTIZED DISCOUNT ON LONG-TERM DEBT-DEBIT

LESS AMOUNT DUE WITHIN ONE YEAR
BONDS

OTHER LONG-TERM DEBT
TOTAL LONG-TERM DEBT

DTHER NONCURRENT LlAElLFﬂEa ,
OBLIGATIONS UNDER CAPITAL LEASES-NONCURRENT
TOTAL OTHER NONCURRENT LIABILmES

CURRENT AND ACCRUED LIABILITIES
LONG-TERM DEBT DUE WITHIN CNE YEAR
BONDS

- OTHER LONG-TERM DEBT :
ACCUMULATED PROVISION FOR RATE REFUNDS
NOTES PAYABLE
ACCOUNTS PAYABLE
ACCOUNTS PAYABLE TO ASSOCIATED COMPANIES
CUSTOMER DEPOSITS
TAXES ACCRUED
INTEREST ACCRUED
DIVIDENDS DECLARED
MATURED INTEREST

_ TAXCOLLECTIONS PAYABLE :
MISCELLANEOUS CURRENT AND ACCRUED LIABILITIES
OBLIGATIONS UNDER CAPITAL LEASES-CURRENT

"ACCUMULATED DEFERRED INCOME TAXES-OTHER {CURRENT)

TOTAL CURRENT AND ACCRUED LIABILITIES

$1,370,762,933.48
508,374,500.00
87,000,00

(10,983 425.71)
1,048,008,545.08
305282332
13,088,511.31

" 2.942.208,668.38

© 2,873,750,000.00 -

- 77,480.00
124,688.84
(24,881,722.85)

30,800,000.00
- ~38,740.00

"~ 2818,031.703.60"

17028491332
170.284.913.32

30,800,000.00
38,740.00
12.745,756.00
117,000,000.00
148,759,360.05
2,459 490.02
1,108,643.20
- 81,380,023.12
£0,584,144.386
. 70,400,896.38
2451.96
4,424,017.88
73,820,437.41
78,739.567.09
17,375 117.00

3576 838.487.14




PENNSYLVANIA POWER & LIGHT COMPANY

BALANCE SHEET ACCOUNTS
LIABILITIES AND OTHER CREDITS
ACCT.
DEFERRED CREDITS | |

2284 ACCRUED MISCELLANEOUS OPERATING PROVISION-D&D FUND
252 CUSTOMER ADVANCES FOR CONSTRUCTION
253 OTHER DEFERRED CREDITS
254 OTHER REGULATORY LIABILITIES
255 ACCUMULATED DEFERRED INVESTMENT TAX CREDITS
281 ACCUMULATED DEFERRED INCOME TAXES -

| ACCELERATED AMORTIZATION PROPERTY
282 ACCUMULATED DEFERRED INCOME TAXES-OTHER PROPERTY
283 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

$31,870,800.00

35,716.69
235,728,777.40
384,021,258.38
238,940,300.30

622,180.00
1,827,038,154.00
656,161,710.00
17.375,117.00

638,786,583.00
3,438,043,887.75

$0,835,407.880.58
o T



- Shor-term debt and other.

~ CONSOLIDATED STATEMENT OF INCOME
~ Pennsyivania Powsr & Light Company and Subsidiaries

. Operating Revenues (Notes 1, 2, 3 and 4)...
 Operating Expenses
Operation
Fust.

“Appendix D

1993 4982 1984
. (Thousanas of Doﬂars)
52.727 002  $2.744.122 32.74'0.715

Pmrpumm

' Maim:manm
Depreciation (Notes 1 and 1m ;

. Amortized (deferred) depmuaxmn (Notas 1 and 10)
“incoma taxes (Note S).....n.
Taxes; othat than income (Nme 5)..

sasiissusuied

Operating incoms...

Cther income and (mduchons)
- Allowance for squity funds used dunng
constiuction (Note 1)...
Income tax credifs (axpense) (Nuta )
Mer&net » ,

 Income Befors interest Charges.........

" Interest Chatges
- Long-term debt.

Allowance for borrowed funds used dunng
wnsmxumn and mterest mpﬁalzed {Note 1)

esesniaisd.

. Mttin:t:mn -  ‘ ~

Dividends on Preferred and Preference Stock.
Eammgs Apphcab}c to Common Stock

LT R T T PR TS v-a-«

506.200 545381 588,325
278800 275469 258,320
450,482 452,800 481,821
193242 201254 208,881
271,350 258,357 248212
14248 3583 7047
235,164 228,340 217.366
203967 205318 190,426
2164154 _ 2170681 _ 2.158.384
Y
1,280 R e
8700 12337 788
7881 18788 11,480

580768 | 592917 593.81“1' :

225,800 240260 232.092

Eammgs Persmmof(:cmman Siuck(ai sessbsmaisaai

. Average Nurnber of Shares Ouistandmg (thm:sands)
- Gmdemis Dedareﬁ Per Share of COmmon Stack....

ohasaesanitare

‘(a}wmwmmammm

i mmmunmm

a5

CLTTTITTRT T 2

14443 13402 2254
(7.600) _ (8489 __ (8.840)
232643 - 245483 245,397
348,126 348724 343414
.. 33885 40485  44@BT_
8314241 8§308.229 - $303.T27
8207 — s202, ___ s201
151804 131878 151,382
ostss $180  $185



PENNSYLVANIA POWER & LIGHT COMPANY
STATEMENT OF INCOME
TWELVE MONTHS ENDED DECEMSER 31,1963

. UTILITY OPERATING INCOME
400 OPERAHNG REVENUES
opmms EXPENSES
4b1 OPERATION EXPENSES
402 MAINTENANCE EXPENSES
403406 . DEPRECIATION EXPENSES AND AMORTIZATION OF ascmic
e : PLANT ACQUISITION ADJUSTMENTS
4074 REGULATORY CREDITS
408.1 TAXES OTHER THAN INCOME TAXES
s ' STATE GROSS RECEIPTS
STATE CAPITALSTOCK
STATE m':Lm' REAL ESTA'TE
, OTHER
4001 INCOME TAXES
FEDERAL
STATE
416.1 PROVISION FOR osssgnsn INCOME TAXES
, STATE
4951 PROVISION FOR DEFERRED mcomemxss-caem'r
L FEDERAL
S e STATE
4194 INVESTMENT TAX c&snn' Amusmem-wsr
- 417 LOSSES FROM DISPOSITION OF UTILITY PLANT
4118 GAINS FROM DISPOSITION OF. EMISSION ALLOWANCES
‘ TOTAL UTILITY OPERATING EXPENSES
NET UTILITY OPERATING NCDME
OTHER INCOME AND DEDUCTIONS
- OTHER INCOME
418 NONOPERATING RENTAL sucoms
4181 EQUITY IN EARNINGS OF SUBSIDIARY: COMPANIES
- &tg INTEREST AND DIVIDEND INCOME
4164 ALLOWANCE FOR EQUITY FUNDS USED DURING consmucnow
R - SRR - MISCELLANEOUS NONOPERATING INCOME
4211 GAINON DISPOSITION OF PROPERTY
T TOTAL OTHER INCOME
- OTHER INCOME DEDUCTIONS
42 LSS ON DISPOSITION OF PROPERTY
- 42614265 MISCELLANEOUS INCOME DEDUCTIONS

TOTAL OTHER INCDME DEDUCTIONS

$2.725.738.679.51

| 1.258,902,12291
220,502,308.81

| 28537176867

(51.833.003.72)

35,943,121.00
- 45,282 599.00
2443104427

| 16256583000
63.003'.837.0@

103373.793.00
| 21,418,356.50

- {80,538,528.00)

- {21,041,470,00)
(13,369,711,00)
45,967.76
 {408,848.53)
"2,161,799.616.17
563,839,063.34

(58,685.38)
535353535
3,080,72840

70812832

42868549

22004198

40,858.04
_6,545,083.88

o




PENNSYLVANIA POWER & LIGHT COMPANY
. STATEMENT OF INCOME ,
TWELVE MONTHS ENDED DECEMBER 31,1983

ACCT.

* OTHER INCOME AND aenucnous (comnur-:o)
e 2 TAXES APPLICABLE TO OTHER INCOME AND DEDUCTIONS , ~ ;
I 4082 TAxssomERmmcome TAXES . $84,000.00
e | 4082 INCOME TAXES R N
: FEDERAL ‘ ' ; {355,212.00)
DR : STATE o , ~ (142,413.00)
41024112 -~ PROVISIONFOR DEFERRED :Ncomsmxss-nsr R , : R
: FEDERAL L : (1,353,308.00)
S : STATE i . (555436.00)
@ DT TOTAL TAXES APPLICABLE TO OTHER INCOME AND m—:uuc‘nous  (2.362,367.00)
Beas ' NET OTHER INCOME AND DEDUCTIONS ‘ 3.182,500.43
- INCOME BEFORE INTEREST CHARGES , R/ X

, INTEREST CHARGES : : o

e ; 427 INTEREST ON LONG-TERM DEBT ‘ v ‘ ~ 22441552030

* . 42 AMORTIZATION OF DEBT DISCOUNT AND EXPENSE - 1,840,758.96
YT 4284 AMORTIZATION OF LOSS ON REACQUIRED DEBT L 5,237,178.14
429 AMORTIZATION OF PREMIUM ON DEBT-CREDIT ~ ©{42,965.04)
431 OTHER INTEREST CHARGES o ABM517651
432 ALLOWANCE FOR BORROWED FUNDS USED DURING ccnsmucnon _ (6.009.850.83)

NET INTEREST CHARGES , . 228,995,800.04

® oo NET INCOME | o sMBa2578373




i‘ o S , : o, ‘ s  2ppendix E

1. Under the share~e2change~agteement,;all.oﬁfstagding}Common
' Stock of PP&L will be exchanged and converted into Common

Stock of Resources.

® PPEL ‘eeoeo.. converted and _____ N Resources
R common Stock | . ~ exchanged into /| Common Stock

:",‘}"ﬂ bk 2;".As-atresult, PP&L will become a subsidiary of Resources.

3.  Following consummation of the share exchange, the former
shareholders of PP&L Common Stock will own Common Stock of
‘Resources. Resources, in turn, will own all the Common o
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 ‘
~exchange. The corporate stock ownership of Resocurces and
PP&L will be as follows: : N,

 Resources Common Stock owned |
R N . by previous holders of’ PP&L
Resources : , Common - Stock

k : e i PPEL Common Stock owned by S ‘i
, , o | Resources :

PP&L

| vrsL preferrea stock still |
‘ " ~ ] owned by existing holders of
PP&L Preferred Stock _

s:ec\hspponde.fex




-~

S : i ; : | ' Appendix F

PPEL Resources, inc.

Pro Forma Balence Sheet
- investrognts in Subsidiary Compenies— ' ; ; TR
Ptnnsymm Power & Light Company ~ - $0.00 sz.&s.su.aas.aa; )

, ; ($81,724,065.13) (2)
® CEP Group, Ine. 0.00 81,724.085.13 (2)
S S ‘ (50,000,000.00) (3)

Powsr Markets Dcwlopmmttomplny ; ... 000 _50,000,000.00 (3)

Pm Fonm

31,724,085.43

§0,000.000.00

Total Assets | . S000 $2425.834388.38

e - Eauny | | R
o ' ﬁammohstbeklssmd ‘ L . S0.00 _ $2425.834,388.38 (1)

_ $2.425.834,388.38

$2.425.834,338.38

. Total Equity e 30:00 $2.425,834,388.38

(1) To refisct the stock exchiange sgreement in which PP&L shareho!dm tnmhr thcir common stock
to PPEL Rnourus Ing.

v , (2) To reflect the dividand distribution by PPEL of its common stock and equity investment in
o R CEP Group, Inic. fo PP&L Resources, Inc.

(3) To reflact the dividend distribution by CEP Group, Inc. of its commeon stock and equ:ty lnmtmnt
* i Powst Markets Developmeit Company to PP&L. Resocurces, Inc.

§2.425,834,368.38
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Appehdix G

DRAPT
Bervices Agreement

This Agreement is made as of e, 1994,

by and between PP&L Resources, Inc., a Pennsylvania corpcratioh
{"Resources"), and Pennsylvania Power & Light Company, a
Pennsylvania corporation ("PP&LM).

| : WHEREAS, Resources, under its articles, may engage in
any lawful act concerning any lawful business for which
corporations may be incorporated under the PehnsylVania Business
~ Corporatzon Law and was formed for the purpose of separatlng
PP&L's regulated and unregulated hu51ness act1v1t1es, and

WHEREAS, PP&L is a subsidiary of Resources and ;s

engaged in providing electric utility service to customers in

portions of central eastern Pemnsylvania subject to regulation by

the Pennsylvania Public Utility'Commission;,and,

WHEREAS, Resources and PP&L each posseSS knoﬁledge and
skill in various aspects of business operations; and’

WHEREAS, the provision of,certain4sérvices between
- Reésources and PP&L will enable the parties to obtain these
seprvices effectively'and,efficiently; and | v’

WHEREAS, Resources desires to procure §ervices~fr6m
PP&L on a non-exclusive basis, and PP&L iStwiliing to provide
these services; and

WHEREAS, PP&L desires to procure services from
Regou:ces on a non-exclusive basis, and Resources is wiliihg to

provide these services; and




NOW, THEREFGRE, in consideratioﬁ of the hgreemEnts set
fcrth herein and intending to be legally bound hereby, Reésources
and PP&L. agree as follows: -

P R |

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 services necessary and
appropriate to the safe, efficient and cost effective operation
of PP&L's bﬁsineés, including<hut not limited to, exeéutive
~ management, administration, accoﬁnting; financef 1éga1,
communlcatlons, purchasing, billing, lnfcrmatlon systenms,
corporate secretarial, human resources, ;nsurance and other
similar types of services.

2. PP&L agrees to provide, on an as-available basis,
such services as manyrom time to time befreQuestea by Resources.
‘These serVices~may:include any services necessary and appropriate
to the safe, efficient and cost effective operation of RésourcES'
i business, including but not limited to, executlve management
‘admlnxstratzon, accounting, fznance, 1egal, communlcatzonsﬂ
purchasing, billing, information systems, corporate secretarial,
hunan 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’
,Resaurces nor PP&L is undér any;obliQatiaﬁ to procure a set
amount of services pursuant tc‘this'Agreéﬁenti In addition,

neither Resources nor PP&L is obligated to procure these types of

2




services sélely from the other party to this Agreement. If they
so‘desire,fnesources and PP&L may procure thesekorfsimilar
service from third-party providers.
B. Costs and Accounting
1. Services provided pursuant to Section A of this
Agreement are to be charged to the recipient at‘their full cost
to the provider. — | ’
’ | a. Direct Costs
If costs can be determined with reasonable
certainty, these costs will be assumed to be the‘direct‘and“full
\-"cbsta of providing the services at issue. T
L b. Indirect CQ§£§‘ / .
Costs shall include applicable indireét costs
~such as overhead, to the extent that such cOSts-canubé‘daiculated
 ﬁiEh,reasdna51e certainty and are readily aécertainables; For
example, costs associated with an individual(s time may include a
component for additional, related costs, as appropriate (e.g.,
.applicable emplOYee,benefit’costs). '
' c. Allocatio
If charges cannot be~dire¢tly assigned to one
‘party,‘they will be allocated betweén‘tﬁe parties based on a
- reasonable approximation of the costs attributable,tokeach party.
2. All costs incurred by the providing party shall be
determined in accordance with géheraliy accepted accounting
“princip‘les and shall include reasonable indirect costs, including

3.




C.

‘1. The party providing services under Section A of
thisrAgreement shall submit invoices on a monthly'or more |
fregquent baéis‘to the party receiving such services. Such
invoices shall reference the service provided and the assoéiated’
casts, which‘shall,be,determiﬁad,in\aCCordanCe with Section B of
';thislagfeement.

| 2. Invoices shall be due and payable within sixty
(60) days;after receipt.
~D. General
1.

'"Resources" as used in this Agreement includes ail
subsidiary and éffiliated companies of PP&L Résources, Inc. 6ther
than,PP&L;and its subsidiaries.

2. Term ’

 The term of this Agreement shall commence on the
date§first'set_£orth above or the date oﬁ which the Pennsylvania
“Public Utility'COmmission approves this;Agreement; whibhever_is
,later. Thereafter, this Agreement shallycontinue in. full force
and effect until terninated by either of the'parties upcnfls'
days’ written notice to the other party of its election to do so.‘

This Agreement shall be governed by'ana construed

in accordance with the laws of the Commonwealth of Pennsylvania.




IN WITNESS WHEREOF, the parties have executed this
. SR Agreement as set forth below.

*

PP&L RESOURCES, INC.

Bys

(Name)
(Title)
e - | ' PENNSYLVANIA POWER & LIGHT COMPANY

By:

R “(Name)




Apﬁendixyn

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

In Res securities,certifiCatef05
Pennsylvania Power & Light
Company In Respect Of The
Proposed Plan Of Share Exchange
In Conmnection With The
Establishment Of A Holding
Company Structure

[TART TS

Securltles Certlflcate _
No.

¥ o

To The Pennsylvania Public Utility Commission:

1. The name of the public utility filing this Securities
Certificate is Pennsylvania Power & Light Company ("PP&L" or the |
- “Company') and its address is Two North Ninth Street, Allentown,

Pennsylvania.

2. The names and addresses of the Company’s attorneys
are:

David B. MacGregor
Morgan, Lewis & Bockius
2000 One Logan Sguare
Philadelphia, PA 19103
{(215) 963-5448

G. D. Caliendo

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

Associate General Counsel

Pennsylvania Power & Light Company

Two North Ninth Street
“Allentown, PA 18101

(610) 774—4254

3. PP&L is a corporation whlch>was organlzed on June 4,
1920 under the laws of the Commonwealth of Pennsylvania to exlst
perpetually. The Company is subject to the Pennsylvanxa

Assbcxatlons Code, 15 Pa.C.S. §§ 101 et seq., 1nclud1ng the
Pennsylvan1a<susxness chporation ‘Law of 1988, 15 Pa.C. S. SS 1101 st




geq., for the government and,regulation of its aff#irsi PP&L is

~ vested with lawful authority to supply and is suppiying,tc the
public e1ectric light, heat and power'sétvice ih.twenty~nine (29)
counties in central =zastern PennsyiVaniac At‘becembér,sl, 1993, the

CQhéany'had approximately 1.2 million.éustomersf In providing this
'service, PP&L isAsubject to thé Public Utility ccde~("Code"), 66

Pa.C.S. §§ 101 gﬁ& sed.., and~regulation‘hyrthé Pennsylvania Public

UtilitY*cDmmiBSion ("Commission") thereunder.

4; At the time of £iling of this Securities~Certificate,
PP&t,isrnot‘ccntfolled, directly orfindirectly,'by any corporation.
PP&L Resources, Inc. ("Resources") is‘a CDrpbration‘organized under

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

- dated March 16, 1994, Resources,'upon'appropriate cammission
rappfoval, will betome a direct wholly-owned subsidiary of PP&L.

~ Thereafter, upon receiving shareholder and other appropriate

iregulatbry approvals, Resources will beccme the holding company
pareht,of PP&L. The Company*s corporate structure immediately prior
to, and after the formation of the holding company structure is
described in an Application filed by PP&L with the Commission on

March 18, 1994.Y

v Application Of Pennsylvania Power & Light Company For: (1)
’ Pennsylvania Public Utility Commission Approval, Pursuant To
- 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 Holding Company
Structure; And (2) Pennsylvania Public Utility Commission
Certification To The Securities And Exchange Commission
Pursuant To Section 33(a) Of The Public Utility Holding

2




5. PP&L has determined that it is appropriate and in the

public interest to reorganize its operatzons into a holding company

vstructure. A detailed descrlptxon of th;s proposed corporate

-

reorganization and the reasons for it are fully set forth 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
‘Resources. A summary of the steps entailed in the share exchange is
vprovided in Appendix E of the Application. After the share exchange

“is completed all of PP&L’s common stock will be owned by'Resources,

and all of Resources’ common stock will be owned by the former

owners of PP&L ¢ommon stock.

The share exchange outlined abOVe-may result in‘a change
in the term of PP&L’s common stock. While ﬁhe issuer of the common
stock will change from PP&L to Resources, this change will have no
effectAcn ratepayers. Chapter 19 cf*the Code is designed>to protect
ratepayers. Chapter 19 is not a "blue sky" law and is not intended

to protect utility shareholders. York Railwavs o. v. Pa. P.U.C.,

131 Pa. Super. 126, 198 A. 920 (1938). Shareholder 1nterests will
be fully protected because shareholders must approve the share

exchange under the Pennsyvania Business Cerporation Law. 1In

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

cDmpany Act of 1935, filed on March 18, 1994
("Appllcatlon") .




connection with the establishment of the holding company structure.

required. However, in order to avoid delay, to provide the

by reference.

,enter into the share exchange agreement.are set forth in detail in

prospectus with the Securities and Exchange Commission ("SEC") in
It is therefore PP&L’s view that a securities certificate is not

Commission with a full opportunity tofreview'all aspects of this
transaction, an& because other aspects of this transaction require
Camm1551on approval, PP&L is seeking CommlsSLOn registration of this
securities certificate in connection with the share exchange.

- A detailed description of the share exchange is

included as Appendix E to the Applicatlon,and is 1ncorporated.here1n

- 7. The purposes for which PP&L and Resources propose to

the Application.

8. ' The establishment of a holding company structure will

require the approval of the SEC through the filing of a Form U-1.
In addition, the share exchange constitutes a public offerlng of the |
common stock of Resources under the provisions of the Securities Act |
of 1935 and will require the filing of a registration statement and
prospectus with the SEC. Copies of these filings will be supplied

to the Commissiori.

9. The following elther are appended tc this Securities
Certlflcate as Exhibits, 1ncorpcrated by reference from the

Application, or will be supplied when available:



P e——_.

E.

Fu.

G.

A balance sheet of the Company as of December 31, 1993, is
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 incorporated herein by reference. ,

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

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

A statement of securities of other corporations 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, 1953, is attached as Exhibit E.

A statement showing the status of outstanding capital
stock of the Company outstanding as of December 31, 1993,

- is attached as Exhibit F.

Copies of the registration statement and prospectus to be
filed with the Securities and Exchange Commission in ‘
connection with the establishment of the helding company
structure will be provided to the Commission when
available.

A copy of SEC Form U-1 will be supplied to the Commission
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 remain 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 incorporated herein by

reference.

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 discussed in

the Application.




‘L. A copy of the share exchange agreeméht will be suppiied =
‘when available. - ; L 3 : ,

WHEREEORE, Pennsylvan;a Power & L;ght COmpany requests

that the COmmlssLon reglster this Securities Certlflcate pursuarit

to the provisions of the Public Utllmty Code and ev;dence such

reglstratlon by an Order.

POWER & LIGHT COMPANY

Jobhn R. Bléggr ‘
Vice Preszdent -~ Flnance

Dated: March 18, 1994




AFFIDAVIT

COMMONWEALTH OF PENNSYLVANTA :
“ SS

-~ COUNTY OF LEHIGH

JOHN R. BIGGAR, helng duly sworn accordlng to law,
deposes and says that he is vice Pre51dent-F1nance of }
Pennsylvanla Power & Light COmpany, that he 1s authorlzed to

" and does make this affzdavmt for it; that he has readtthe |
foregoing Securities Certificate and states that:the‘facth
set forth therein are true and correct to the best of his |

~ knowledge, information and belief and he expects Pennsylvania
Pcwér & Light Company to be able to proveﬁfhe same»at-any-,’ |

hearing hereof.

Sworn to and subscribed
before me this 18th day
of March, 1994.




PENNSYLVANIA POWER & LIGHT COMPANY
~ UTILITY PLANT ACCOUNTS

\Na‘; «

December 31,1993

" Utility plant in service - T
-~ 101 Electric plant in service o - s
-Intangible plant- : MR $ 15008,114.10
Production plant i ‘ .
Steam production $1,794,602,118.62
Nuclear production , - 8,967,483,653.35
Hydrauli¢ production ~ = 79,952,613.38 :
Other praduction ‘ : 34 816.706.12 S A
~ Total production plant ~ ' ’ 5,876,855,091.48
Transmission plant . | . 42373161216
Distribution piant ; 2,291,836,525.25
. General plant , . ’ L 272,470.210.47
L Electric plant in service =~ ; - ~ . 8,879,601,553.46
1014 Property under capital leases - - 7562990833
: : - Total utifity plant in service ' v 8,955,231,461.79
105 Electric plant held for future use o , 32,871,545.37
107 Construction work in progress s e ....238.600.061.26
s L . Total utility plant. less nuclear fuel : 9,226,703,068.42
108 Accumnulated provision for depreciation of ; ., AR
e ~ ' L (2,396,033,560.32)

» utility plant S )

b Accumulated provision for amortization of , R

S : ~ , s L ... (8818520.29)
Net utility plant, less nuclear fuel : : 6,821,850,978.81

utility plant
1204 Nuclear fuel in process a 158428303
1208 Nuclear fuel under capital leases ' R .173394,572.08

Nat utility plant
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_Appendix I

Securities and Exchange Commission
450 Fifth Street, N.W.

Judiciary Plaza

Washington, D.C. 20549

Re: Pennsylvania Public Utlllty Commission
Certlflcatlon.Pursuant to § 33(a) of the‘

 Dear Sir or Madam:

‘Pursuant to Sectlon 33(a) of the Publlc Utlllty Holdzng
,Gbmpany Act of 1935 ("Holding Company Act"), the Pennsylvanla
~Publ;c Utility Commission ("PUC* or the "cOmmlssmcn") hereby
certifies that, with regard té foreign business activities | ,
~,‘entefea into by Pennsylvania Power‘&,hight Company ("EP&L“ chthe~ 
"Company") and/or its affiliates, the PUC has the authority atid
resources to protect ratepayers subject to its jurlsdlctlon and

' 'Lntends ‘to exercise that ‘authority.

PP&L is an anestor owned electric publmc utlllty
1ncorporated 1nAthe Commonwealth of Pennsylvanla. PP&L prpvldQS‘
| electric service to more than 1 mllllon.customers in a service
' terri&ory~of approximateiy'ic;ooo square miles iécatéd within 29

counties in central eastern Penﬂsylvanié.',AII of PPal's electric




‘Securities and Exchange Commission
» 1994

Page 3

- utility operations are subject to régulatipn.bygthegﬁvc pursuant

"td‘the Public Utility Code (deé); 66 Pa.C.S. § 101, et seq.

On March 18, 1994, PPelL filed an application with the

Ccmmiésibn;requesting approval of the‘establishment of a holding

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

 company (PP&L Resources, Inc.) to own PP&l and Power Markets

‘DQVelcpment»Companypka‘newly-created‘corporatiOn; Power Markets

1vDe€elopment Company will pursue unregulatéd'business
opportunities both domestically and internationally. On

_, the PUC granted PP&L‘s applicatien.

The Commission has ample authority to protect
ratepayers Subjectvtc,its,jurisdiction. The édde~grants the

Cémmissidn pérvasive powers to, inter ';;igi lnvestlgate publlc

utzlmtles {§ 331); adopt all regulatlons and orders necessary to

carry out its statutory duties (§ 501(a)): superV1sa and regulate
'all'public utilities (§ 501(b)}); enférce its orders in the state
 ~¢¢&£&§ (§ 502); obtain infcrmatidh required to;ﬁaluerﬁtiliﬁy’
property (§ 505); inspect utility facmlltmes and recoxds {§ 566),
‘hear and determine customer complalnts agalnst utilities (§ 701),
’,apprbve the establishment and abandonment cf‘servmce»by,publlc,‘
,;utilities‘(§§ 1102 (a) (1) =(2)); a?prove ﬁhe transfer of“public7 |

utllzty property (§ 1102(a)(3)), approve the achISltan by a

- publ;c ut;llty'of more than 5% of the votlng stcck;of any

%




Securltmes and Exchange Commission
Lt 1994

Page 3

corporatien/€§ 1102(a) (4)); approve thevEXercise of'thefpower of

; em;nent domain (§ 1104); establish just and reascnable rates

(s 1301); prevent unreasonable rate discrimination (§ 1304) flx

the fair value of ﬁtlllty prcperty (§ 1311)‘ order refunds

(5 1312), ensure adequate, safe, eff1c1ent facmlltles and serv1ce
(§ 1501); prevent dlscramlnatlon 1n serv;ce {8 1502), establlsh
acceuntlng and deprecmatlonﬂsystems (§§ 1701, 1703) requlre

maintenance of contanuzng property'records (§ 1702), approve the
issuance and assumptmon of securltles (§§ 1901-1903) ; pre-approve
afflllated interest agreements (§§ 2101-2107); and 1mpose~c1v11

penaltles (§ 3301) and seek crlmlﬁal prosecutlon (§ 3302) for

V1olatlons of its regulatlons and orders. Taken together, these

'v and other provaslcns of the Code provade the Commlsslon with

: broad authorlty to protect Pennsylvania ratepayers from any
’ﬁpotentlal adverse consequences of any unregulated bu51ness

; actlvitlest 1nclud1ng foreign 1nvestments by aflelated

- companies.

The Commission also has snfficientarescurces to
‘exercise this authority on behalf of ‘ratepayers. The Commission
has an annual budget of over $32 mllllon to fund 1ts regulatory

overszght o& the Ccmmonwealth's publlc utllmtles‘ PUC Annual

2, at 5. It has a staff of 581 employees,,iﬁcluding




‘Securltles and Exchange Commlsslon
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Bage 4

attorneys, rate analysts, auditors, economists, engineers and

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

The Commission’s recent activities demonstrate‘that it
will exercise its authority to protect customers. For example,
during the 1591-92 fiscal year, the Ccmmissioh.completed 72 fixed
utility rate cases, 187 audits and 14 Maﬁagement,Auaitsi and
responded to 7,522 consumer complaints, 13,221 med;atxon requests'

and more than 5, 000 consumer 1nqu1r1es.

92, at 1.

Moreover, the regulation of utilities which are part of

a heldlng‘¢ompanyfstructure ig not new to the Commlss;on.k Mbst

of the major utilities regulated by the Commlssxon are part of
- holding companies. The Commission is well versed in dealing with

‘jhéld;ng companies and is fully capable of assuring that

jurisdictional utility customers are protected against any crogs-

subsidization of costs or transfer of risk which might oceur,

For all of the foregoing reasons, the Commission

certifies that it hase the authority,;resources~and~experience~t¢

protect Pennsylvania ratepayers from any:pétential,adyérae




Securities and Exchange Commission
: , 1994

&:’cns‘equences% of foreign business activities by PP&lL and/or its
affiliated companies.
' Very truly yours, .

PENNSYLVANIA PUBLIC UTILITY
COMMISSION

By:
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STATEMENTS OF _INCOME
(Dcllars in thousands except per share amounts)

For. The Year Ended December 31,

B ;,993 1902 1991
Operating revenues ) , o B Lo
Baltimoré Gas and Electric Company $19,721 §18,829 £18.62¢6
Pennsylvania Power & Light Company T 9,861 - 9,415 94313
“Other : S — 32y 222 ——2120
Total operating revenues o 28,703 28,366 28,059
vopgfating-expenses T = : L
Operations : ’ 7,936 6,668 6,459
Maintenance 2,819 2,423 2,268
Depreciation Lo 3,578 3,343 . 3,326
Income taxes v _
Curfent irncome taxes : ‘ 2,889 2,678 2,827
Deferred incone taxes . . 1,508 1,523 1,429
: Amortization of invegtment tax credxts (256} {245) “{245)
Taxes other than income , 1:455 Cad,844 1,415
Total operating expenses . _19,608  _17,834  _17,17%
Operating income N 10,094 10,532 10,880
- Allowande for other funds used durxng o S :
vonstruction : R 8 b S 6
Other income and expenses -~ net ‘ i 153 V234 391
' Income before interest charges 10,285 10,767 11,277
Interest charges _ L _
Interest on long-term debt 3, 876 4,344 4,675
Other interest charges ' 21 23 25
Allowance for borrowed funds used
cduring construction e : {6y = = {5)
’ Net interest charges : , - 3:891 4,367 4,695
Net income L 5 6,364 $ 6,400 S 6,582
Net income per share = 300,000 shares ©os21.21 $21.33 §21.94

fhe accompanying notes are an intégral part of these financial statements.
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SAFE HARBOR WATER POWER CORPORATION

S e STATEMENTS OF STOCKHOLDERS' EQUITY
® R (Dollars in thousands)

Class A Claga B ~ - o ' S
Common Stock Common Stock Paid~in Retained
Non=vating - .. Voting Capital . Eatningd

* Balance at becember 31, 1990 ~  $3,000 §6,000  $18,000 $24,363
G Net income : R , ‘ 6,582
Cash dividends declared = AT

$22.00 per share (6,.600)

P Balance at December 31, 1991 3,000 6,000 18,000 24,345
- Net income ‘ ‘ . ' 6,400

‘Cash dividends declared -

$21.60 per share (6,480)

Balance at December 31, 1992 3,000 6,000 18,000 24,265
Net income B P ' 6,364

Cash dividends declared - D
. ’$2X%.40 per share 16,420}

~ Balance at December 31, 1993 $.3,000 s 6,000  §1B,000  $24,209

The accompanying notes are an integral part of these financidl statements.
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SAFE HARBOR WATER POWER CORPORATION
BALANCE SHEETS
{(Dollars in thbusands)

December. 31,

; ; : 1993 199
ASSETS :
Utility plant - at original cost NPT,
Electric plant in seérvice $162,56L $101,257
Construction work in progress i 880 _..143
Total electric plant 1€3,456 . - 161,400
HAcounmulated depreciation (47,4709 (44,013

Net utility plant

Nonutility'property'* ﬁet el 4
Current agsets
Cash and cash equ;valents 6,386 9,005
" Adcounts receivable v o
Baltimore Gas and Electric Company 1,885 1,595
Pennsylvania Power & Light Company 945 799
Other 7 10
Materials and supplies; at average cost 615 586
Prepayments 198 . 193
Total current assets 10,036 12,188
Deferred debits
L Unamortized debt expense 77 a8
Defetred income taxes 453 383
Total defersed debxts 530 i 481
Total assets §126g553 §1305057
CAPITALIZATION AND LIABILITIES
Gapztaleatlon
‘Conmon . stock (without par valuEJ
Authorized and outstanding ’
Non=véiing Clags A -~ 100,000 shates - $° 3,000 S 3,000
Voting Class B = 200,000 shares 6,000 6,000
Paid-in capital 18,000 18,000
Retained earnings 24,208 24,265
: _ 51,209 751,265
Lbngﬂhetm debt {Note 3) -..35,000 40,000

- Totdl capitalization

Current liabilities

Cufrently maturing long~texm<debt (Note 3) 5,000 5,000
Atcounts payable 429 78
Payroll costs acecrued 143 117
Taxes accrued 13 5
. Dividends payable 1,605 1,620
. Interest accrued 779 877
Miscellaneous ‘ 15 496
Total currefit liabilities .. B;1414 8,263
Deferred credits and long-term liabilities :
: beferred investment tax credits 2,233 8,427
bDeferred intome taxes 24,394 - 22,102
Other postretirement benefit obl;gatxcns 350 =

Deferred regulatory liabilities

115;986

86,209

..5,223

1:-,337

51,265

~ , Total deferred credits and lang—termAlxab. S 32,200  '30;529
Commiitments and contingencies (Note 7) : i e i e
- Total capitalization and liabilities $126,553 $130,057

The accompanying notes are an integral part .of these finanéial statements.
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'SAFE HARROR WATER POWER CORPORATION

STATEMENTS OF CASH FLOW

® : : ' (Dollars in thousands)
For The Year Ended December 31,
1993 1992 1991
Operating Activities ,
et income S § 6,364 $ 6,400 $. 6,882
S : - Adjustmente to feconcile net income
L . o to net cash provided by operating
‘ , ' activities n S : ,
Depreciation 3,578 . . 3,343 3,326
Amoztization of debt expense R 21 24 25
Allowanice for other than borrowed funds : , L
used during construction {8) “- : {6}
Deferred inctime tages - net 1,508 1,523 1,429
Investmént tax credit deferreéed - net {256) (245) (245)
Changes in certain assets and liabilities B :
Accournts receivable (433 75 (1,139)
Actounts payable ‘ , 351 -1 (127)
Tages dccrued ~ {2y {70 {273
Other postretiremenit benefit obligations 350 : - -
i : Other , {488) . €37y ... (55}
® ~ : Net cash provided by operating activities __10.985 231,782 L.9,763
Investing A¢tivities : ~ o
Congtruscion {2,171 {745) {1,415}
Allowante for other than borrowed funds . :
used during construetisn o 8 i e o B
Net cash used in investing act;v;t;es {2,169) 1745) o{1:409)
;‘. - Financing Activities IR R : ‘
e Dividends on common stoek - 16,435) (6,510 = (6,855)
Repayment of 1ong~term debt {5,000} {5,000} -
Net eash used in financing activities 121,435 J31,510) . (6,B58)
Net Increase (Decrease) in Cash and Cash : ;
;'.,, FquxValents 42,619y L {503) 1,499
Cash and Cash Equivalents, Beginning of ‘ , ,
Yeéar . 9,005 9,508 8,009
Cash and Cash Bquivalents, End of Year . §..6,386 $_ 9,005 $..9,508
; ; Supplgmental Information
k3 Cash paid during this period for: ‘ N
L Interest ‘ $. 3,876 54,344 $ 4,675
¥ Inco¢e taxes 2,895 2,742 2,579
L
@

The accompanying notes are an integral part of these financial statements.
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' SAFE HARBOR WATER POWER CORPORATION
NOTES TO FINANCIAL STATEMENTS
NOTE 1 - THE CORPORATION

Safe Harbor Water Power Corporation operatee a hydroelectric
~generating fac;llty undér a license issued by the Federal Energy
Regulatory Commission (FERC). The corporation's Voting Class B
- Common Stock is owned.equally by Baltimore Gas and Electric Company

(BG&E) and Pennsylvanla Power & Light Company (PP&L). The Class A
Non-voting Stock is owned entirely by BG&E. The Class A (Non=
voting) and Class B (Voting) Ccmmon Stocks are not listed on any
:secnrltles exchange. ;

NOTE 2 < SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. System of Accounts

" The accountzng records of the corpo;atlon are malntalned in
'accordance with the Uniform System of Accounts preScrlbed by the
FERC. -

B. Utlllt, P*ant

; Addltlons to utility plant and replacements of units of
property are capltallzed to utility plant accounts. The cost of
utility plant includes labor, materials, an allowance for funds
used during construction (AFUDC) and certain overhead items. The
AFUDC, a non-cash item, represents the cost of funds used to
flnance construction. The accrual rates for such allowances were
10.0% during the period 1991 through '1993. ‘The corporation uses

T the gross method of computing AFUDC.

The cost ‘of deprec1able property units retired plus removal
costs less salvage is charged to accumulated depreciation. The
costs of maintenance and repairs and of replacing items determined
to be less than unlts of property’ are charged ‘to operatlng
-expenses. :

c. Depreciation

' Deprec1atlon is computed using the stralght-llne method based

~ on  the estimated llves- of depreciable property. Annualﬂ,
‘deprecmatlon prov;ded in 1993 amounted to approximately 2.23% of

~its average depreclabla property base, compared to approxlmately
©2.09% and 2.10% in 1992 and 1991, respectively. The corporation
~utilizes accelerated methods of computing depreciation on post 1981
additions for tax reporting purposes. Tax depreclatlon on assets
acquired prior to 1982 was determined using the stralght-llne
method. ;
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D. 1Income Taxes

Investment tax credits realized are deferred and amortized
over the estimated useful lives of the respective assets. The
corgoratlon utilizes the normalization method of accounting for the
tax effect of accelerated tax depreciation on post 1981 property
additions. Deferred income taxes have also been provided on the
temporary difference resulting from the capitalization of AFUDC on
borrowed funds from 1982 through 1987.

Prior to 1993, deferred income taxes were provided on
differences between the‘recognltlon of certain income and expenses
for financial and income tax reporting purposes. Effective January
1, 1993, the corporatlon changed the method of accounting for
income taxes by adopting Statement of Financial Accounting
standards (SFAS) No. 109, "Accounting for Income Taxes", which
reguires the recognition of deferred tax assets and llabllltles for
the expected future tax consequences of temporary differences
- between the carrying amounts and the tax bases of assets and
- liabilities.

The provisions to the Tax Reform Act of 1986 (Act) reduced the
federal income tax rate for the corporation from 46% in 1986 to the
present 34% As a result of this reduction, a szgnlflcant portion
&£ the deferred tax balance will not be needed to satisfy future
tax obligations. The Act requires that such excess deferred tax
balances resulting from tax deprec1atlon, be restored for rate
making purposes over the remaining lives of the assets using the
average rate assumption method. Under this method, the excess tax
reserves are, in effect, returned to customers in rates as the
related temporary differences reverse. Therefore, the adoption of
SFAS 109 does not have an impact on net income. The net decrease
in deferred tax reserve balances orn the corporation's books at
January 1, 1993, at the current statutory rates, was $5 million.
The Act places no limitations on the reversal of excess deferred
taxes which are not depreciation related.

buring 1991, the Pennsylvania state corporate net income tax
rate was increased from 8.5% to 12.25% for years bedinning on or
after January 1, 1991.

E. Cash _and Cash Equivalents

The corporation considers all highly ligquid debt instruments
purchased with an original maturity of short duration to be cash
eguivalents. These investments are valued at cost plus accrued
interest, which approximates market.

F. Other Postretirement Benefits
Effective January 1, 1993, the corporation adopted SFAS No.
106, "Employers' Accountlng for Postretirement Benefits Other Than

Pensions", prospectlvely using the delayed recognition method. The
“Standard requires accrual of the expected cost of providing

+
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postretxrement benefits other than pensions (prlmarlly health care
benefits) to an employee and an employee's beneficiaries and
covered dependents during the years that the employee provides
service necessary to become eligible for such benefits. Prior to
- 1993, the cost of retiree health care and life insurance was
~ expensed as premiums were paid.

NOTE 3 - DEBT

The corporation's only ﬁebt'obligations,are'the $40 million of
9.35% Serial Notes. Other than the guaranteed payment of the notes

by BGLE and PPLL, there are no other restrictive covenants with the

- debt. These notes mature $5 million per year through 2001.

The corporation maintains a no fee $600,000 unsecured line of
credit with a bank at .5% below prime rate. There were no
borrowings under this line of credit in 1993.

NOTE 4 ~ INCOME TAXES

The components of the income tax provision for each of the
three years ended December 31, are as follows:

Federal State Total
_{Dollars in thousands)
1993
Current income taxes $2,012 $857 $2,869
Deferred income taxes 1,081 427 1,508
Investment tax credits realized, ‘
less amortization {256} = (256)
1592
Current income taxes $1,905 $773 $2,678
‘Deferred income taxes 1,065 458 1,523
Investment tax credits realized, ~
less amortization (245) - (245)
1991
Current income taxes ' $1,829 ° $698 $2,527
Deferred income taxes 898 531 1,429
Investment tax credits realized, ;
less amortization {245) L (245)

Deferred income taxes result from temporary differences in the
recognition of revenues and expenses for tax and financial
reportlng purposes. The primary source of these temporary
- differences is the tax over book depreclatlon which resulted in

deferred tax liabilities of $1,670,000 in 1993, $1,706,000 in 1992

and $1,81%,000 in 1991.
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A reaoncmllatlon of the corporatlan,s effective tax rate and -
the Federal income tax statutory rate is as fDllOWS."

Lol
Neg
0
e

1993 1992

‘Federal income tax statutory rate 34.0%  34.0%  34.0%

State income taxes, net of federal - ST ;
income tax benefit ‘ o 8.1 7.9 7.9
Investment tax credit = amortization (2.4) {2.4) (2.4)
Interest on tax—exempt securltles (0.4) (0.7) (1.1)
Other : 0.1 {0:5} 2.1
Effective tax rate 39.4% 38.3%  36.3%

Effective January I, 1993, the corporatlon adopted SFAS No.
108. Prior to the adoptlon of the Standard, deferred taxes that
were accrued for in prior years were provided on certain temporary
differences at a higher-than-current tax rate. 1In 1993, regulatory
liabilities of $5,223,000 were recorded based on the prov131ons in
the new Standard to reflect the corporation‘'s obligation to pass
through the benefit of‘theelower current tax rate to its customers.

‘As a result, there is no effect on the corporatlon s 1993 net«

Aificome.

The Tax Reform act of 1986 enacted an alternatlve minimum tax
(AMT) system for corporatlons. The AMT is imposed at a 20% rate on

~the corporation's AMT income, which is determined by making
‘statutory adjustments to the corporation's regular taxable income.
The corporation wasrsubgect to $166,000 of AMT in excess of regular

tax for 1991. This amount will be allowed as a credit against

regular taxes in the future to the extent regular tax expenses

exceed the AMT expenses. Deferred taxes have been provided because

4the AMT is generally attributable to temporary dlfferences, which

are primarily due to the adjusted current.earnlngs provision in the
above yesars. As a result, total income tax expenses were

'unaﬁfected4by these items. Additicnal income taxes on non-utility

earnings amounting to $20,000, $14,000 and $31,000 for 1993, 1992
and 1991, respectively, are 1ncluded in the caption "Other income

and éxpenses, net".

NOTE 5 = RELATED PARTY TRANSACTIONS.

" In accordance with a power sales agreementk the entire output

- of the Safe Harbor plant is sold to BG&E (two-thirds) and to PP&L

(one=third). The agreement provides that the sales price shall be

established to yxeld to the corporation a fair rate of return on
its rate base, as prescribed or approved from time to time by an
approprxate;regulatery authorlty. The agreement also provides that
the corporation will be reimbursed for all reasonable operating
expenses, 1nclud1ng malntenance and general expernises, taxes and

| ,ﬂeprecxatxon‘
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NOTE 6 = EMPLOYEE BENEFIT PLANS

The corporatxunuspcnsors a non-contrlbutory, defined benefit,
trusteed pension plan. Eligibility is based upon employees' years

~of service and age. The plan calls for benefits to bes paid to
,ellgzble employees at retirement based primarily upon years of

service with ‘+the corporation and compensation rates near.
retirement. The ¢orporationts furiding policy reflects pen51on,
expenses related to benefits attributed to employees‘ service to
date, as well as thelr anticipated future service.

Components of 1393, 1992 and 1991 net penslen expenses are 3as -

- follows:

1993 1992 1891
(Dollars in thousands)

Service costs -~ benefits earned

during the period $ 285 $ 251 $ 196

. Interest cost on the projected ‘ S
benefit obligation 710 664 576
Actual return on plan assets {1,068) (772) (1,702)

" Nét amortization and deferred

gamn 288 _ 24 1,071

$...215 $.167 $ M,141

The funded status at December 31, 1993, 1992 and 1991 was as

follows:

1993 1992 1991
(Dollars in thousards)

~ Actuarial present value of benefit

obllgatlons- ; , :
Vested benefit obligation $(7,764) (6 999)  $16,173)
Nonvested benefit obligation (17) 7)o a3y
Accunulated benefzt\obllgatlon= - (7.,781)  (7,006) 16,186)
"Effect of antmcmpated future S ‘
- compensation levels ~ (2,432) _(1,8%3) _.1,504)
Progected benefit obllgatlon {10,213) (8,899) '7,690)
Fair value of assets held in the : 3
. plan g 91646 . 8.879 X 8 4 602
Plan assets over (under) : : -
, prnjected benefit obllgatlon (567) (20) 912
Unrecognized prior service cost 938 1,001 912

~Net unrecognized (gain) loss from

~past experience different ‘, , : ~
than assuned : , 450 (112) (719)

Unrecognized asset at transxtlon (840} ___(911) . {980)
Acerued perision cost S 19y S ﬁ{42) -3 M125

Deternlnatlonsof the.projected benefltuoblzgatlon was based on
a weighted average dlscount rate of 7.25% for 1993, compcred to

. BL.0O% fork1992 and 1991, an increase in future compensation levels
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‘of 5.0% and an expected long-term rate of return of 8.75% in 1993,

1992 and 1991, respectively. All the plan's assets are invested in
an Immediate Participating Guaranty (IPG) contract managed by The
Prudential Asset Management Group.

The corporation maintains health care and life inmsurance

‘benefit plans covering all eligible retired employees.

Substantially all of the corporation's employees may become
eligible for these benefits if they reach normal retirenent age
while working for the corporation. These plans are unfunded. The
benefits are provided by insurance contracts.

Effective January 1, 1993, the corporation implemented the new

SFAS No. 106, "Employees' Accounting for Postretirement Ienefits

Other Than Pensions" (OPEB's). These benefits are now accried over
the period the employee provides services to the corpuration.
Prior to the change, insurance premium costs were charged to
expense as incurred. The accounting change resulted in
transitional liability being amortized over twenty years beginning
on January 1, 1993. :

Postretirement benefit expense was approximately $50+,000 in
1993 (including $350,000 due to the application of the new rule).
Costs were approximately $127,000 and 105,000, in 1992 and 1991,

 respectively. The components of 1993 OPEB expenses are as :'ollows:

1943 ,
(Dollars in thousands)

Service cost - benefits earned during the period $ GO
Interest cost on the projected benefit obligation 272
Net amortization of transition obligation 172
Net postretirement benefit cost $5u4

The accumulated postretirement benefit obligation
(APBO) at year-end was: ; ‘ :

Retirees $2,203
Fully eligible active plan participants 773
Other active participants o 1,008
Accumulated postretirement benefit obligation 3,904
~Net unrecognized loss o {370)
Unrecognized liabilities at transition (3,204)
‘Accrued OPEB cost $_ 360

For measuring the liability and expense, a weighted-average
discount of 7.25% was used. For measurement purposes, a 9% annual
rate of increase in the per capita cost of covered health care
benefits was assumed for 1994; the rate was assumed to decrease
gradually to 6% through 2011 and remain at that level thereafter.
A 1% increase in the health care cost trend rate, holding ajll other
assumptions constant, would increase the accumulated postrefirement
benefit obligation approximately $410,000, the service cost $14,000

and the interest cost $31,000.
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NOTE 7 = COMMITMENTS AND CONTINGENCIES

- In April 1985, the FERC approved a settlement agreement
between ‘the ccrgoratlcn and the fishery agencies relating to the
program for restoration of anadromous fish to the Susguehanna
River. Over the ten-year term of this agreement, the corporation
will contribute approximately $1.6 million for various studies and
implementation of the restoration program. The corporaulon
contributed approximately $151,000, $201,000 and $159,000 in 1993,
1992 and 1991, respectively, bringing the total contributions,
during the perlcd 1985 through 1993, to approximately $1,396,000.
The corporation recognizes these costs in the year incurred.

In June 1993, the corporatlon 51gned an agreement, with
environmental and government agencies, committing the corporation
to design and construct a fish passage facility at the
corpcratlon 's dam on the Susquehanna River. Stone and Webster
Engineering Corporation was selected to be the archltect/erglneer
for the project. The,corporatlon s goal is to have this facility
completed by the spring of 1996 at a cost of approximately $12
m11110n¢
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UNITED STATES OF AMERICA
BEFORE THE |
SECURITIES AND EXCHANGE COMMISSION |

- PP&L Resources, Inc. y  File No.

. el L S ST

' NOTICE OF FROPOSED ACQUISITION

. Take notice that on April ___, 1994, PP&Ls ReSOurces.
Inc. (“Appllcant"), Two North Ninth Streeb. Allentown, PA, 18101-
1179, filed an application pursuant to Sections 9(a) (2) and 10 of
the Public Utility Holding Company Act of 1935 (the "1935 Act"),
requesting the‘Securltles and Exchange Commission (the |
"Commission") to authorize the acguisition by Applicant of all of
the outstanding shares of common stock of Pennsylvania Power &

- Light Company, a Pennsylvania corporatlonAand an electric utlllty '

company ("pPP&L"), and, through such acquisition, Applicant’s
1nd1:ect acqnlsltlon.of one-third of the outstandlng capltal
~stock (which represerts one-half of the outstanding voting stock)
©f Safe Harborrwater‘Pawer'cgrporatlon, a Pennsylvania ;
corporation and an electric utility company ("Safe Harbor"). 1In
o its appllcatlon, Applicant also requested an order pursuant to
Section 3{a){1) of the 1935 Act exempting it, and each of its
'sub51&1ary'ccmpanles as such, from all prov1s1ons of the 1935 Act
(except for Section 9(a) (2) thereof). ‘ :
-~ Applicant’s proposed ““qumsltlon of the common stock of

PP&H and Safe Harbor (the “Acquisition") is part of a planned
corporate restructuring in which Applicant will become a holding
company over PR&L.: BP&L~supp11es electric 1lght, heat and power
Service to the public in twenty-nine counties in central eastern
~ Pennsylvania. Safe Harbor owns and operates a hydroelectric
plant used to generate electricity for sale to PP&L and Safe
Harbor’s other owner, Baltimore Gas & Electric Company ("BG&E").
- By virtue of its ownership of one-third of the outstanding
«capltal stock (which represents one-half of the outstanding

voting stock) of Safe Harbor, PP&L is a holding company under the

1935 Act. However, because it ig predominantly a public utility

- company whose operatlens as such do not extend beyond ;

.,Pennsylvanla, PP&l, is currently exempt by order from the

- provisions of the 1935 Act (except for Section 9(a) (2) thereof)
pursuant to Section 3(a)(2) of the 1835 Act.

Applicant was 1ncorporated in Pennsylvanla‘on‘March 15,
1994 for the purpose of carrying out the proposed restructuring.

Pursuant to the terms of a subscription agreement dated March 16,

1994 and upon receipt of appropriate regulatory approval,

Applicant will become a direct wholly-owned subsidiary of PP&L.
Thereafter, upon recemvmng~shareholder approval and appropriate
regulatory approvals, Applicant will become the parent of PP&L.
Applicant does not own any utility assets and currently is not a
vholding company" under~the 1935 Act.



Applicant proposes to acquire all of the outstanding
shares of common stock of PP&L (the “PP&L Stock"} pursuant to an
Agreement and Plan of Exchange (the "Plan of Exchange'). Under
the terms of the Plan of Exchange, all of the shares of the
common stock of Applicant, which will then be owned by PP&L, will
~ be cancelled and all of the PP&L Stock will be exchanged on a
- share-for-share bagis for common stock of Applicant (the
"Exchange"). Upon consummation of the Exchange, each person that
owned PP&l; Stock immediately prior to the Exchange will own a
corresponding rnumber of the outstanding shares of common stock of
Applicant, and Applicant will own all of the PP&L Stock.
Additionally, following the Exchange, PP&L: will continue to own
onEshalf~G£ the outstanding voting stock of Safe Harbor.

: Appllcant intends to apply to have its common stock
llsted on the New York and Phlladelphla Stock Exchanges prlor to
the Exchange. Applicant anticipates that its common stock will
be listed and traded on those Stock Exchanges upon consummation
of the restructuring, whereupon Applicant will be required to ,
file reports with the Commission pursuant to Section 13(a) of the
Securities Exchange Act of 1934. The PP&L Stock will cease to be
listed on the New York and Philadelphia Stock Exchanges following
the restructurlng, ; :

, Applicant states that effectuation of the Exchange will
~have no significant effect on the holders of PP&lL Stock and that
their interest and investment in the business of PP&L will be
¢hanged only in form and not in substance. 2all indebtedness of
PP&L outstanalng~1mmed1ately prior to6 the Exchange will continue
to be outstanding indebtedness of PP&L after the Exchange. The
shares of PP&L‘’s preferred stock issued and outstanding
immediately before the Exchange will not be converted or
otherwise affected by the Exchange but will continue as
outstandxng shares of PP&L preferred stock.

Applicant states that the purpose of the restructurlng
is to establish a more appropriate corporate structure for the
conduct of unregulated business activities. Appllcmnt and PP&L
believe that the establishment of a broad base of income
generatlon will enhance the overall financial strength of the
enterprise. Applicant states that a holding company structure
will enable it to participate in unregulated businesses in a
© timely manner c¢onsistent with regulatory requirements, will

permit the use of financing technigues that are more directly
suited to the particular requirements, characteristics and risks
of unregulated and non-utility operations without affecting the
capital structure or creditworthiness of PP&DL, and will increase
financial flexibility by allowing the design and implementation
of capitalization ratios appropriate for the risk of each
subsidiary. In addition, Applicant states that the holding
- gompany structure more fully separates the operations of :
regulated and unregulated businesses, thereby providing a better
‘structure for regulators to assure that there is no v ”
cross~subsidization of costs or transfer of business risk from




unregulated to regulated lines of business. In short. Appllcant
‘believes the holding company structure is a highly desirable form
of conducting regulated and unregulated bu81nesses W1th1n the
same corporate group. :

, Applicant states that the proposed restructurlng W1ll
require the approval of the Pennsylvania Public Utility

~ Commission and the Federal Energy Regulatory Commission. In
~addition, aApplicant states that the Nuclear Regulatory Commission

will be requested to consént to the de jure transfer of Nuclear

Regulatory'Comm1s310n licenses. Flnally, ¢consummation of the

- restructuring will be subject to the approval of a majority of
the shareholder votes cast at a meeting of PP&L‘s shareholders.

, Applzcant has requested that the Commission enter an
,er&er granting and permitting Applicant’s application to become
effective on or before September 30, 1994.

‘ Applicant’s appllcatlon and any amendments thereto are

available for public inspection through the Commission’s Office

of Public Reference. Interested persons w1sh1ng to comment or
request a hearing should submit their views in writing by

: ~» to the Secretary, Securities and Exchange

‘CQmmxSSLQn;>Wash1ngt0n, D.C. 20549, and serve a copy on Applicant.

at the address specified above. Proof of service (by affidavit

- or, in case of attorney at law, by certlflcate), should be filed
with the request. Any request for a hearing must identify
~specifically the issues of fact or law that are dlsputed. A
person who so requests will be notified of any hearing, if :
ordered, anﬁ,w;ll receive a copy of any notice or order issued in

 this matter. After said date, the applzcatlen, as flled or as it

may be amended, may be authorized.
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John 6. Alford, Secretary wE ol
" Pennsylvania Public Utility Commission 2o om
North Office Building, Room G-23 < ro T
Commonwealth & North Streets = o

Harrisburg, PA 17120

Re: In Re: BApplication of Pennsylvania Power & Light
Company for (1) Pennsylvania Public Utility
Commission Approval, Pursuant to Chapters 11, 19
And 21 of the Penmsylvania Public Utility Code, of
Certain Transactions and Agreements to be
Undertaken in Connection with the Establishment 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 Public Utility Holding
Company Act of 1935; Docket Nos. A-11050Q0F206,
G-00940388 & M-00940535 i ARG

 Dear Secretary Alford:

On March 18, 1994, Pennsylvania Power & Light Company
 (wppghr or the "Company") filed the above~referenced Application
with the Pennsylvania Public Utility Commission (the AR
Commissiont). On May 16, 1994, the Office of Consumer Advocate
(rocat) filed a Protest. No other Protests or objections to the

application have been filed.

In accordance with Commigsion regulations, the OCA and
the Company thereafter engaged in extensive negotiations to
© Jdetermine if the OCA's objections to the Application could be
. eatisfied. As a result of these negotiations, the Company has
agreed to a number of conditions to its Application. These
conditions are set forth in Appendix A to this letter. Based -
upon PP&L’s acceptance of these conditions, the OCA has agreed
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not to op ose PP&L'S Appllcatlon and will not pursue its

Protest.? :

 The conditions agreed to by PP&L will provide 1mportant
a&dxtlonal information to the Commission and important additional
- protections to the Company’s ratepayers. As set forth more fully
in AppenalxlA, the Company has agreed (1) to limit the ablllty
of its affiliates to»part1c1pate in any future competitive
procurement of generating capacity resources conducted by PP&L;
{2} to provide broad access to affiliate company records and

-~ personnel; (3) to file regular affiliate company financial
statements with the Commission; (4) to limit the amount of
~1nvesﬁments in divergified businesses; (5) that its cost of
capital in Pemnsylvania base rate cases will be calculated on a
stand-alone basis; (6) to establish reasonable accounting and

- pricing protocols for transactions with affiliates; and (7) that
the Commission’s approval of PP&L’s Application will not alter
‘PP&I s existing obllgatlon to comply with the Publlc Utlllty
Code.

; Given the substantial addltlonal condltlons agreed to
by the Company and the satisfaction of the only Protest to its
Application, PP&L respectfully requests that the Commission
approve the Company’s Application with these attached COndltlonS
_on,an}expedlted basis. The Appllcatlon has been on file with the
Commission for approXmmately nine monthsg; and PP&L fieeds a prompt
decision on the Application in order to prepare and file SEC
- Registration and Proxy statements on a schedule that will permit
approval of the holding company structure at its annual meeting
'1n.Apr11 1995‘ :

. Spec1fxcally, the Company asks that the BApplication be
cons;&ered by the Commission at its public meeting of January 26,
1995. Action by the Commission after this date may preclude the
Company from presenting the Application te its shareholders at
the 1995 Annual Meeting and could require a special meeting of

'shareholders at substantial addltlonal expense.

o In order to facilitate the CommlSSlon revriew process,
- PP&L is requestlng the Commission to sever and defer decision on

1/  Ths OCAfs agreement deals solely with the Company’s
' Appllcatlon for approval under Chapters 11, 19 and 21 of the
Public Utility Code. The OCA takes no pOSltlon at this time
- on the Company s request for Commission certification to the
Securities and Exchange Commission under Section 33(a) of
the Public Utility Holdlng Company Act of 1935
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the Company’s request for Section 33 (a) certlficatlon to the SEC.
The Company recognizes that this request raises novel issues
which may reguire further study and congsideration. The Company
therefore limits its request for expedited approval to those
portions of its Application dealing with traditional Comm1531on
~approvals under Chapters 11, 19 and 21 of the Code.

PP&L understands that the Commission has many important

N lssues to consider and apologizes for any burden or inconvenience

~ that its request may cause. However, given the substantial

'fprotectmve conditions agreed to by PP&L and the lack of any

- opposition to its Applldatlon, PP&L asks that the Commisgsion
consider its Appllcatlon at 1ts public meetlng of January 26,

1995. ;

Sincerely,

DB

David B. MacGregor
Counsel for Pennsylvanla Power
& TLiight Company’ ‘

DBM\jta
ce:  Tanya J. Mccloskey, Esquire
Office of Consumer Advocate
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Conditions to Approval of PP&L’s

- Application for Holding Company Structure

- Following are the conditions to Pennsylvania Power & Light Co 'sm-‘ "
mg)a’,r}y = 5
(PP&L) apphca’uon for a holding company structure that have been agre?éat‘to E)T/ 577
c:> P :K «::
PP&L and the Office of Consumer Advocate (OCA) g — i1
= o O

= oy

Bidding for Generating Capacity Resources

1. Neither Power Markets Development Company, nor any othef non-
regulated PP&L affiliate, will participate inka‘ny' future competitive pmcuremeht for
| generating capacity resources conducted by PP&L. This prohibition d'oes, not affect
ih:é Salé of power to PP&L, to the extent oythenmise permitted under state and federal
law, from the folldwing sotirces existing at the time 'tﬁis.- Agreement is éigjned:
PP&L’s generating units; Safe Harbor Water Power Corporation; or non-utility

generators that have contracted to sell output to PP&L.

' Access to Records and Personnel

2. Upon request, PP&L wfl,l provide fo the ﬁ‘ommis‘sion and the OCA
. access to the book‘s, records, officials and staff of affiliated companies involved in
diversiﬁed business activities.

’PP‘&L will accept service in Allentown, Pennsylvania, of any requests
made pursuant to this provision. Further, in responding to such requests, PP&L will

 produce records and personnel in the Commonwealth of Pennsylvania. |

: _1,_ ;
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PP&L does not waive its nght to raise trad:tlonal dlscovery objections to

o any requssts under this prowsaon including, but not limited to, relevance and

,"pmulegeg Furthermore, before responding to any requests under this provision, PP&L
= “may relquiré whatever protection it deems necessary to prohibit disclosure of -

~ ’p«ropri’etary or confidential information.

Financial Statements and Reports

3. PP&L will provide the Commission and the OCA with quérte«rgy'and

g énnUatr ﬁmanciai statement‘s of affiliated companies invo’!véd in dive’rsifed ,’busihess |

| actnv;tles (except that no quarterly financial statements shall be requured with respect
to the fourth quarter because fourth quarter fi nanclais are consohdated into the
'armual xeport)‘ annua! statementsr of intercompany transacttons, and all financial
reports il led with the Secuntxes and Exchange Comrmss:on |

Before providing any mformatlon under 1Ih:s prov:snon PP&L may require

~whatever p‘rotectxo,n |t deemsnecessary to prohibit dnacl,osure of propnetary,

confidential or non-public information.
Investments in Diversified Businesses

4. The total amount of PP&L’s investments in diversified businesses other

e tha'n the energy business and ancillary activities will not exceed 7.5% of the total

; kas‘sets of the holding company and its consolidated subsidiaries without prior

Commission approval.
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~ The total amount of PP&L's investments in a!l drversn‘” ed busrnesses
will not exceed 15% of the total assets of the holding company and its consolidated

: subsldranea without prior Commission approval.

stt of Capital and Rate of Return |

5. PP&L’s cost of capital for Pennsylvama Jurrsdrctronal ratemakmg
‘purposes will be calculated on a stand-alone “divisional” basis. This condmon does
 not limit the: Commission’s authority and discretion to consrder‘ whatever evidence it
‘deems relevant to establishing a fair rate of return in PP&L’s retail base rate

proceedings.

, ‘Tran‘s"‘acﬁons: Between PP&L and its Affiliates

6. PP&L will set up accounting controls and other procedures for allocatron

of overhead and other costs of jomtly-USed assets or personnel Such contro!s and

o procedures will be desxgned to assure that PP&L will not bear any costs assocrated

| with the dwersrﬁed business activities of its affiliated comp‘ame“s Followmg‘ appr’oval
: ‘of its ho!dmg company apphcatron PP&L will submit these controls and procedures to
the Commrssron and the OCA for comment. |
’ 7 PP&L will develop pncmg protocols for determlnmg transfer prices
0 between utility operatrons and affi hated compames involved in drversrf ed busrness
) ~actwrtres. ,PP&L will :prov,rde for appropriate ratemaking recognition of all after-tax

- p‘méee‘ds from the sale of utility agsets that have been allowed in PP&L’s retail base

A
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~ rates. Further, PP&L will prbvide for appropriate ratemaking recognition of royalties
= paid to PP&L by its affiliated companies involved in diversified business activities for
| programs, etc., that were developed at ratepayers’ ._ex‘p'ense. .

8. PP&L will develop an organization and staffing plan which pf’oVidéS for

| -aid;eqju,ate; efficient staffing of the utility business. PP&L will report transfers of PP&L

"stéff to any of its affiliated companies annually to the Commission.
Continued PUC Jurisdiction Over PP&L

9. The PUC’s approval of PP&L’s application t‘b create a holding

' | Vcc)m'p‘any' strddur& does not affect PP&L’s existing 6blig‘ati0n to cbmply with all

~ provisions of the Public Utility Code, including Chapter 11 (relating to PUC approval
'df' transfer of utility assets) and Chapter 21 (relating to PUC approval of co‘nt’*racts’ |

' betweie’n affiliated interests).
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John G. Alford, Secretary

- Pennsylvania Public Utility Commission 2 ke
North Office Building, Room G-23 '
Commonwealth & North Streets
Harrisburg, PA 17120

R Re: 1In Re: Application of PPsL for (1) Pennsylvania Public
S R :  Utility Commission Approval, Pursuant to Chapters 11, 19
~and 21 of the Pennsylvania Public Utility Code, of
Certain Transactions and Agreements to be Undertaken in

- Connection with the Establishment of a Holding Company
Structure, and (2) Pennsylvania Public Utility Commission
~Certification to the Securities and Exchange Commigsion
Pursuant to Section 33(a) of the Public Utility dlding
Company Act of 1935, Docket Nos. BEXIOS00F206,
G-00940388, M-0094§535 | | -

| Dear Secretary Alford,

' - The Office of Consumer Advocate (OCA) has reviewed the ;
letter to you from Pennsylvania Power & Light Company (PP&L) dated
January 11, 1995. The Office of Consumer Advocate believes that
the letter accurately represents the agreement of the OCA and PP&L

~in this matter. ‘ _ e '

~ If you have any questions, please do not B
- contact me. e ;

Tanya J. McCloskey !
Agsistant Consumer Advocate

 cc: Douglas Beebe, Office of Special Assistants
David MacGregor, Morgan, Lewis & Bockius B
Paul Russell, Pennsylvania Power & Light Company




