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9, (a) CAP’I‘ION (abbreviate if more than 4 Imas)
(b)  Short summmary of history & facts, documents & briefs
(¢)  Recommiendation ,

@) Apphcatxon of Pennsylvania Power & Light Company (PP&L) for approval of
certain transactions in connection with the utility’s estabhshment ofa holdmg company
Structure.

(b) PP&L is proposing to 1mplement a corporate restructuring which will result in the
creation of a new holding company, PP&L Resources, Inc. (Resources). As a result of the
restructuring, PP&L will become a wholly-owned subsidiary of Resources, Inc. All common
shares of PP&L common stock will be cancelled and exchanged on a share-for-share basis
for common stock of Resources. An OCA protest has been resolved by an agreement
~ between PP&L and OCA which specifies several conditions governing the future regulation
- of PP&L as entity within a holding company.

(¢)  The Bureau recommends that the Ap’pliﬂcatidn be approved subject to the conditions
in the OCA/PP&L agreement, and that the proposed Opinion and Order be adopted and
entered as indicated. ‘ '

10 MOT!ON BY: Commissioner Chm. Rolka Comsiﬂmr Quain ~ Yes
' Commissionér Crutchfield -~ Yes
SECONDED: Commissioner Rhodes Commissioner Banger - Yes
CONTENT OF MOTION:  staff recommendation adopted.

Statement of CommiSSioner John M. Quain]attached.
Statement of Commissioner Lisa Crutchfield attached.
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PENNSYLVANIA PUBLIC UTILITY COMMISSION
Harrisburg, Pennsylvania 17165

APPLICATION OF PENNSYLVANIA POWER PUBLIC MEETING
& LIGET COMPANY (PP&L) FOR FEBRURRY 9, 1995
APPROVAL OF CERTAIN TRANSACTIONS FEB-95-08A~1218%

IN CONNECTION WITH THE UTILITY’S DOCKET NO. A-~110500 F.206
ESTABLISHMENT OF A HOLDING ;
COMPANY STRUCTURE

As a result of negotiations with the Office of Consumer
Advoscate (OCA), Pennsylvania Power & Light Company (PP&L) has
agreed to certain conditions associated with its application to
form a corporate holding company. In advance of our competitive
bidding regulations, PP&L has agreed to prohibit its’ affiliates
from participating in future procurement by PP&L of generation
resources.

As this is a settlement, I will approve the conditions.
However, my vote today should not be viewed as disposing of
similar issues in the context. of the competitive bidding -
regulations.

2-9.95

DATE - ‘JOHN M. QUAIN, COMMISSIONER
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PENNSYLVANIA PUBLIC UTILITY COMMISSION
Harrisburg, Pennsylvania 17105-3265
APPLICATION OF PENNSYLVANIA ‘PUBLIC MEETING
POWER & LIGHT COMPANY (PP&L) - PEBRUARY 9, 1995
~ FOR APPROVAL OF CERTAIN ' FEB=-95-08A-1218%
TRANSACTIONS IN CONNECTION WITH DOCKET NO: 2~-110500 F.206

 _THE UTILITY’S ESTABLISHMENT OF A

HOLDING COMPANY STRUCTURE
STATEMENT OF\COMHfSSIbHER LISA CRUTCHFIELD

. This Appllcatmn before us tcday represen’ts yet another
: electrn.c utility attempting to respond to the significant increase
in the level of competition in the market for electrlcz.ty. '
Pennsylvania Power & Light Company (PP&L) is requesting Commxss.wn
approval to create a new exempt public holding company, PP&L
Resources, with PP&L becoming a wholly-owned subsidiary of this new
holdlng conmpany. A further aspect of this corporate restructur:mg’
~has the Power Markets Development Company (PowerCo), which was
formed by PP&L on March 9, 1994 for the purpose of pursuing
unregulated business opportunities that relate to the generation,
transmission and distribution of electric energy, also becoming a
wholly=own=d subsidiary of PP&L Resources.

PP&L has agreed to several conditions concerning its future
regulation within a holding company structure as a result of a
protest filed against this Application by the Office of Consumer
Advocate. I believe that the conditions negotiated to by the
parties will provide additional protections for the customers of
PP&L. I am conc¢erned, however, that one of the conditions of the
agreement which prohlb:.ts PowerCo or any other non-regulated PP&L
affiliate from participating in any future competltlve procurement
for generating capacity, predetermlnes this Commission’s final
determination on the pending competitive bidding regulations. I
will vote to approve staff’s recommendatlon that the Application be
;approve& suhject to the conditions in the OCA/PP&L agreement, but
I wish to note that this vote should not be interpreted as .
dlsposz.ng of similar issues within the f:mallzatlon ‘of  the
CDmpet;LtJ.ve bidding regulations. ;

2 /Jf/f 5

DATE | | T LY5A CRUTCHFIELD
| o COMMISSIONER




BuvionweaLTH OF PENNSBLVANIA

PENNSYLVANIA PUBLIC UTILITY COMMISSION 4
P.0. BOX 3265, HARRISBURG, PA 17105-3265
: IN REPLY PLEASE
REFER TO OURFILE

FEBRUARY 10. 1995 f
A-110500F.0206

 DAVID B MACGREGOR ESQUIRE
MORGAN LEWIS & BOCKIUS
2000 ONE LOGAN SQUARE
'PHITADELPHIA PA 19103-6993

Application of Pennsylvania Power & Light Company for approval,
pursuant to Chapter 11 of the Public Utility Code, of certain
© transactions in connection with the utmllty S estahllshment of a

héldlnq company structure. ‘

‘TO Whom It May Concerns:

This is to adv1se.you that an COpinion and Order has been adopted o
by the Commission in Public Meeting on February 9, 1995 in the above

. entitled proceeding.

" Encls. ;
S Cert.Mail

‘An Opinion and order has been enclosed for your records.

Very truly yours,

DQCUMENT
FGLDER

- John G. Alford, Secretary

PAUL E RUSSELL ESQUIRE
PENNSYLVANIA POWER & LIGHT COMPANY

_PWO NORTH NINTH STREET

- ALLENTOWN PA 18101-1179 S FEB%‘%S

TANYA J MCCLOSKEY
OFFICE OF CONSUMER.ADVOCATE




PENNSYLVANIA
PUBLIC UTILITY COMMISSION

IN THE MATTER OF THE APPLICATION OF: A-110500,F.0206

.. Application of Pennsylvania Power & Light Company for approval, pursuant to Chapter 11 of the Public Utility Code,

of certain transactions in connection with the utility’s establishment of a holding company structure.

The Pennsylvania Public Utility Commission hereby certifies that after an investigation and/or hearing, it has, by its report
and order made and entered, found and determined that the granting of the application is necessary or proper for the service,

accommodation, convenience and safety of the public and hereby issues to the applicant this CERTIFICATE OF PUBLIC
CONVENIENCE evidencing the Commission’s approval.

In Witness Whereof, The PENNSYLVANIA PUBLIC UTILITY COMMISSION has caused these
presents to be signed and sealed, and duly attested by its Secretary at its office in the city of

' Harrisburg zzm 9th day of February 1995.

DOCUMENT %4
FOLDER se
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PENNSYLVANIA
PUBLIC UTILITY COMMISSION
 Harrisburg, PA 17105-3265

Public¢ Meeting held February 9, 1995

- Conmissioners Present:

David W. Rolka, Chairman ‘ Q N
Joseph Rhodes, Jr., Vice-Chairman ' OC U M E N T
John M. Quain: Statement attached ' €.

Lisa grugchfieiﬂ, Statement attached FLEER

John Hanger

Application of Pennsylvania Power & Light A~110500 F.206

Company £or approval, pursuant to Chapter
11 of the;Publlc Utility Code, of certain
transactions in connection with the

utility’s establishment of a holdlng

company structure.

OPINION AND ORDER

BY THE COMMISSION:

On March 18, 1994, Pennsylvania Power & Light Company

(PP&L) Filed the abova-captioned Application pursuant to Chapter 11

of the Pennsylvania Public Utility Code, 66 Pa. C.S. §§1101, et

sed., seeking approval of certain transactions in connection with

the utility‘s establishment of a holding company structure. On

‘ Méy 1s, 11994, the Office of Consumer Advocate (OCA) filed a

Protest. No other Protests or cbjectlons to the Appllcatlon were

filed.

Concurrently filed and docketed with the instant

~Application were a Services Agreement between PP&L and its future
~affiliated interest, DPP&L Resources, Inc. (PP&L,'Resources),

docketed at G-00940388, and a request of PP&L for the Commission’s

certification of its authority to the Securities and Exchange
Commission (SEC) pursuant to Section 33(a) of the Public Utility
Holding Company Act of 1935, docketed at M-00940535.
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In accordance with Comm1551on regulatlons, the OCA and
PP&L engage& in extensive negotlatlons to determine if the OCA’s
objections could be satisfied. As a result, PP&L has agreed to a
- number of conditions to its Application and OCA has agreed not to
oppose PP&L‘’s Application and will not pursue its protest. The
~conditions are specified in Appendix A to a letter, dated and filed
January 11, 1995, written on behalf of PP&L by counsel for the
utility. The representations in PP&L'S letter concerning the
agreement between OCA and PP&L were confirmed by a letter from the
Office of Consunier Advocate, also dated and flled on January 11,
1995‘

The conditions that OCA and PP&L have agreed to are
attached here to as Appendix A and summarized below. PP&L has
 agreed: v
1. to 1limit the ability of its affiliates to

part1c1pate in any future competitive procurement
of generating capacity resources conducted by PP&L;

2. to provide broad-based access to affiliate company
records and personn2l;

3. to file regular affiliate company finaﬁciall
statements with the Commission;

4. - to limit the amount of 1nvestments in dlver51f1ed
businesses;

5. that its cost of capital in Pennsylvania base rate |
cases will be calculated on a stand-alone bas1s,

6. to establish reasonable accounting and pricing
protocols for transactions with affiliates; and

7. that the Commission’s  approval  of PP&L/s

' Appllcatlon, will not alter PP&L’s  existing

obligation to comply with the Public Utility
Code.

By letter dated January 11, 1995, PP&L requested that the
Commission include in its consideration of the Application the
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conditions that arose from the satisfaction of the OCA protest. In

~order to facilitate the review process, PP&L also requested the
v, Commission to sever and defer decision on PP&L’s request, docketed
at M%009404a435, for certification to the Securities and Exchange

Commission pursuant to Section 33(a) of the Public Utility Holding
Company Act of 1935. At this time, the Commission will deal only
with the Application for approval of the establishment of a holding
company. The affiliated interest agreement docketed atﬁG~00940388

which governs the services agreements between PP&L and its future

affiliated interest, PP&L Resources, will be considered at a later
date. The Commission will also act on M-00940535 at a later date.

The proposed restructuring will result in the creatlon of

a haldlng company structure. The initial steps in the creatlon of
the holding company have been taken through the incorporation of -

two companies, Power Markets Development Company {PowerCo) and
Resources. Eventually, Resources will be the holding company with
PP&L and PowerCo as wholly-owned subsidiaries.

The creation of the holding COmpany{Will be accomplished

through the following transactions. PP&L first proposes to
- purchase, at the price of $1/share, 100 shares of common stock to

be issued by Resources. This will result in Resources becoming a
wholly-owned first-tier subsidiary of PP&L. All shares of

Resources’ outstanding common stock will be cancelled and all of
the outstanding shares of PP&L common stock will be converted and

exchanged on a share-for-share basis into newly issued common stock
of Resources. All of PP&L‘s common stock will then be owned by
Resources and PP&L will be a wholly~owned subsidiary of Resources.
PP&L’s stockholders will vote oh]the‘proposedkrestructuring at the

' 1995 annual meeting scheduled to be held April 26, 1995.

; Each person who owned PP&L common stock immediately prior
to the stock exchange will own a correspcndlng number = of

@utstandlng shares of common stock of Resources. Resources will be
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a publicly held company whose common stock will be traded an the

fNew'York and Philadeiphia Stock Exchanges; PP&L common stock will
cease to be 1listed on the New York ‘and Philadelphia Stock

Exchanges.

outstanding PP&L Preferred Stock will be unaffected by

the ;exchangeQ All of PP&L’s first mortgage bonds and other

indebtedness of PP&l outstanding immediately prior to the praposed

- stock exchange‘WLll continue to be outstanding 1ndebtedness of PP&L

: after the exchange.

Following the stock exchanges, PP&L proposes toetransfer‘
the common stock of its wholly-owned subsidiary, CEP, to Resources.
CEP will then transfer the common stock of PowerCo to Resmurces

‘which will make PowerCo a Wholly-owned flrst—tler subsidiary of
‘Resources. The stock transfer w111 most llkely be made in the form

e'of stock dividends.

The proposed restructuring should not adversely affect
the quality of service provided by PP&L to its customers ncr its
ability to provide that service at a reasonable rate. PP&L has

o represented in its filing that it will separate non-regulated and

: regulated‘operatlons to assure that no cross—subs;dlzatlon of costs

 or transfer of risk occurs.

It also appears that this Commission will contimue to
have the authority and resources necessary to regulate PP&L as a

- subsidiary of the new holding company, PP&L Resources. :We:sha11~

continue to have access to the books and records of the utility

pursuant to Section 506 of the Public Utility Code, and Condition

~ No. 2 of the agreement between OCA and the utility extends our

' access to the "books, records, officials and staff of affiliated
~ companies involved in diversified business activities." Further,

by Condition No. 3 of the agreement, PP&L has agreed to fwrnlsh‘
regular flnan01al statements of such affiliated companles. The

-4



aw ¥ o e
v N - ) ¥

utility will continue to be subject to Chapter 17 of the Public
Utility Code, pertaining to accounting and budgetary matters, and
has confirmed in Conditions Nos. 6, 7 and 8 of the agreemerit with

~ OCA that transactions between PP&L and its affiliates are subject

%o the continued jurisdiction of this Commission as provided for in

Chapter 21 of the Public Utility Code.

The formation of a holding company does not promise to

interfere with our ability to establish just and reasonable rates,

as we are charged to do in Chapter 13 of the Public Utility Code.

Further, by Condition No. 5 of the agreement with OCA, PPEL has

implicitly acknowledged that in the future the capitai costs
experienced by PP&L Resources may be an inappropriate measure of
the capital cost to be assigned to the utility, and has agr‘ée’ﬂ that
PPSL’s cost of capital will be calculated on a stand-alone basis.

We have examined the Application and have determined that

 the proposed transactions ieading to the formation of a holding

- company are necessary or proper for the service, accommodation,

convenience or safety of the public and that the Appllcatlon should
be approved; THEREFORE,

f7 TS ORDERED:

1. That the Appllcatlon of Pennsylvania Power & Light

Company for approval, pursuant to Chapter 11 of the Public U‘fi:lllty

Code, of certain transactions in connection with the ut:;ln.‘cys

; establis‘:hment of a holding company structure, is hereby approved,

subject to the conditions contained in the agreement between the
utility and the Office of Consumer Advocate, and that a Certificate
of Public Convenience and Necess;ty be issued ev:Ldenc:mg such

" approval.‘

2. That the conditions specified by the agreement.
between Pennsylvania Power & Light Company and the Office of

wBe
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Consumer Advocate, attached hereto as Appendix A, be made a part of
this Order.

3. That within thirty days of the establishment of the
holding company structure, Pennsylvania,Powexi&,Light;Company shall
notify this Commission of the effective date of the restructuring.

BY THE COMMISSION,

(SEAL)
ORDER ADOPTED: February 9, 1995

|  ORDER ENTERED: FEB 10 1395
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~ Conditions to Approval of PP&L’s
Application for ,H‘ol'd‘i‘nq Company Structure

Fonow:ng are the conditions to Pennsyivama Power & nghf Company s
(PP&L) apphcatlon for a holding company structure that have been agreed to by

| PP&L and the Office of Consumer Advocate (OCA).

Resources

Bidding for Generating Capaci

| 1. Neither Power Markets Development Company, ndr any other non-

‘ regulated PP&L affi hate will participate in any future competntave procurement for
generatmg capac:ty resources conducted by PP&L. This prohibition does not affect
the sale of power to PP&L, to the extent otherwise vper‘mlﬁed under state and federal

i ‘tawf from the following sources existing at the time thié Agreement is si‘gned" o

PP&L’'s generating umts, Safe Harbor Water Power Corporatlon or non—utmty

generators that have contracted to seﬂ output to PP&L.
Access to Records and Personnel
2 Upon ,reqtiest, PP&L will provide to the Commission and the OCA
: access. to the books, records, officials and staff of affiliated companies involved in

“diversified busmess activities.

PP&L will accept service in Allentown, Pennsylvama, of any requests

made pursuant to this provision. Further, in responding to such requests, PP&L will

: ﬁr‘oduce records and personnel in the Commonwealth of Pennsylvania.

A
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PP&L does not waive its right to raise traditional discovery objections to.

| any requests tu‘n'd'e‘r‘thisr provision including, but not limited to, relevance and

privilege. Furthermore, before responding to any requests under this provision, PP&L

. may requite: whatever profection it deems necessary to prohibit disclosure of

proprietary or confidential information.

- Einancial Statements and Reports |

3. PP&L will provide the Commission and the OCA with quarterly and

annual financial statements of affiliated companies involved in diversified business

activities (except that no guarterly financial statements shall be required with respect

1o the fd,uﬁh quarter bécause fourth quarter financials are consolidated into the

annual réport)», annual statements of intercompany tran’s'acﬁohs,, and all financial

, reports filed thh the Secuntnes and Exchange Commassaon

Before prov;dmg any mformatnon under thzs pro\usmn PP&L may requ:re

’ whatever protectlon it vdeems necessary to prohlbnt dlsc!osurez of ,propr:etary;, .

confidential or non-public information.

 Investments in Diversified Businesses

4. The total amount of PP8L’s investments in diversified businesses other

than the energy business and anciliary activities will not exceed 7.5% of the total

“assets of the holding company and iis consolidated subsidiaries without prior '

- Comrmission approval.
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The total amount of PP&L’s investments in all diversified businesses
will niot exceed 15% of the fotal assets of {h’e holding company and its consolidated

subsidiaries without prior Commission approval.

Cost of Capital and Rate of Return

5. PP&L’s cost of capital for Pennsylvania jurisdictional ratemaking
purposes will be calculated on a stand-alone “divisional” basis. This condition does

not limit the Commission’s authority and discretion to consider whatever evidence it

~ deems relevant to establishing a fair rate of return in PP&L's retail base rate

‘proceedings.

Transactions Between PP&L and its Affiliates

6. PP&L will set up accounting controls and other procedures for éltoca_ti‘on,
of overhead and other costs of jointly-used assets or personnel. Such controls and
procedures will be designed to assure that PP&L will not bear any costs associated

with the diversified business activities of its affiliated companies. Following approval

of its holding company application, PP&L will submit these controls and procedures to

the Commission and the OCA for comment.

7. PP&L will develop pricing protocols for determining transfer prices
between utility operations and affiliated :compa‘n‘ies involved in diversified business
:activfiiés~‘ PP&L 'Will provide for appropriate ratemaking recognition of all after-tax

proceeds from the sale of utility assets that have been allowed in PP&L’s retail base
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rates. Further, PP&L will provide for apbropriate ratemaking recognition of royalfies'
paid to PP&L by its affiliated companies involved in’div,ersiﬁed business activitiés for

, pmgrams; etc., that were developed at ratepayers’ expense. .
B. PP&L wiil develop an organization and staffing plan which provides for
; adequate, efficient staffing of the ‘utility’busin'ess., PP&L will report transfers of PP&L

staff 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 to create a holding

‘compa‘n‘y structure does not affect PP&L’s existing obligation to comply with all

provisions of the Public Utility Code, including Chapter 11 (relating to PUC approval

of:tr“a‘nsfer of utility assets) and Chapter 21 (relating to PUC approval of contracts

between affiliated interests).
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PENNSYLVANIA PUBLIC UTILITY COMMISSION
Harrisburg, Pennsylvania 17105

APPLICATION OF PENNSYLVANIA POWER PUBLIC MEETING

& LIGHT COMPANY (PP&L) FOR FEBRUARY 9, 1995
APPROVAL OF CERTAIN TRANSACTIONS FEB~95-08A=1218%

IN CONNECTION WITH THE UTILITY’S DOCKET NO. A~110500 F.206

ESTABLISHMENT OF A HOLDING
COMPANY STRUCTURE

STATEMENT OF COMMISSIONER JOHN M. OUAIN

. As a result of negotiations with the Office of Consumer
Advocate (OCA), Pennsylvania Power & Light Company (PP&L) has
agreed to certain conditions associated with its application to
form a corporate holding company. In advance of our competitive
bidding regulations, PP&L has agreed to prohibit its’ affiliates
from participating in future procurement by PP&L of generation
resources.

As this is a settlement, I will approve the conditions.
However, my vote today should not be viewed as disposing of
similar issues in the context of the competitive bidding
regulations.

2-7.9s 7L

DATE JOHN M. QUAIN, COMMISGSIONER
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PENNSYLVANIA PUBLIC UTILITY COMMISSION
Harrisburg, Pennsylvania 17105-3265

ADPLICATION OF PENNSYLVANIA PUBLIC MEETING

POWER & LIGHT COMPANY (PP&L) ' FEBRUARY 9, 1995
FOR APPROVAL OF CERTAIN - FEB-95-08A-1218%
TRANSACTIONS IN CONNECTION WITH DOCKET NO: A=-110500 F.206

THE UTILITY’S ESTABLISHMENT OF A
- HOLDING COMPANY BTRUCTURE

STATEMENT OF COMMISSIONER LISA CRUTCHFIELD

This Appl:ncatwn before us today represents yet another
electrlc utility attemptmng to respond to the significant increase
in the 1level of competition in the market for electrmclty.
Pennsylvania Power & Light Company (PP&L) is requesting Commission
approval to create a new exempt public holding company, PP&L

. Resources, with PP&L becoming a wholly-owned subsidiary of this new
“holding company. A further aspect of this corporate restructuring
~has the Power Markets Development Company (PowerCo), which was

formed by PP&L on March 9, 1994 for the purpose of pursulng
unregulated business opportunltles that relate to the generation,

- transmission and distribution of electric energy, also becoming a.
wholly-owned subsidiary of PP&L Resources.

PP&L has agreed to several conditions concerning its future

fregulatlon within a holding company structure as a result of a
protest filed against this Appln.catlon by the Office of Consumer

Advocate. I believe that the conditions negotiated to by the
parties will provide additional protections for the customers of

- PP&L. I am concerned, however, that one of the conditions of the

agreement which proh:.blts PowerCo or any other non—regulated PP&L
affiliate from participating in any future competltn.ve procurement

 for generatmg capacity, predetermmes this Commission’s £inal

deternination on the pending competltlve bidding regulatlons. I

will vote to approve staff’s recommendation that the Application be |

approved subject to the conditions in the OCA/PP&L agreement, but
I wish to note that this wvote should not be :mterpreted as
disposing of similar issues within the finalization of the
competltlve bidding regulations.

&/&/675’ i

DATE R LISA CRUTCHFIELD
| COMMISSIONER
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. THE UNDERSIGNED HEREBY ACKNOWLEDGES RECEIPT OF

___ONE COPY OPINION & ORDER

UNDER DATE OF _FEBRUARV 9, 1995 _ IN DOCKET NUMBER ArliOBOOons

IN BEHALF OF _ TANVA J MCCLOSKEY
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Dy O Mt
_ An. N LT K e WO
; , ﬁ TGNATURE d’ ~
Kindly sign and date this form and retﬁrn to: ~PU¢-FILE,RO0M
B=20
NORTH OFFICE BLDG
HARRISBURG PA

oA

3.

-t

Iy B
R

&

F

%
5,

-

o2

P

o

mi

e

e
=25

2

<

»




Pennsy!vania Power& Light
 Michsel A, McGrail

- -Senior Counsel

, ‘L ‘;x ;i

Augus‘t 25,1995

i 'Mr.’Jchn G. Alford, Secretary |

= B e
, ect T A
Pennsylvania Public Utility Commission E:@i DER Gl 2
. P.O.Box3265 Ther s
Harrisburg, Pennsylvania 17105-3265 \ g::m AR
- Re:  Application of Pennsylvania; /
| ~ Docket No. A-110500F.0206 -~
Dear Secretary Alford:

Pennsylvama Power & Light Company (the “PP&L" herewith submits
three copies of the following documents in accordance with the Commission’s
February 10, 1995 Order in the above-captionied matter:

1. Quarterly Financial Statements of Power Markets Development Company,

2 PP&L’s pohctes and procedures for billing of afﬁhated compames

| understand that a copy of the second quarte: Form 10-Q of PP&L
Resources Inc. and PP&L has been provaded to you separately, aswellas to the
Off ce of Censumer Advocate.

If you have any questaons please do not hesitate to call me at 61 0-
. 7174-5644. ‘

Very truiy yours

. EncioSures

ce: TenyaJ McCioskey, Esqmre -OCA



POWER MARKETS DEVELOPMENT COMPANY AND SUBSID!ARY
FINANCIAL STATEMENTS (UNAUDITED)
" FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 1995
AND THE PERIOD FROM MARCH 9, 1994 (DATE OF INCORPORATION)
_ ~ TO JUNE 30, 1994

ﬂ‘wﬁm Foa0¢

BOCUMENT
'FOLDER

 Date: July 27, 1995
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CONSOL[DATED BALANCE SHEET
JUNE 30, 1995 AND 1984

Assé[is

Marketable debt securities (Note 3)
Amortized cost....... Sebeinessserins
Unrealized gain (1088}

Falrva’ue sasm . PO % R L T T OT N T PSSPy g PO

Other investment (Note 1)............. .

Cash and cash eqUIVAIENLS......cuuweueammiisssisresssnmsesoomsesnee

Interest receivable.....ccinna.

P oA

Accounts receivable.....in BT TR PRRRY

Income taxes receivable..... . e
Deferred income taxes..,

Liabilities and Shareowner's Investment

Accounts payable - Pennsylvama Power & Light Company....., .....
Accounts payable - other.. T ,
Accrued taxes other than income....., ininen PR
ACCIUET SAlAMES.cevvvvrueisiaiamresscrssssirsassssessoresss babsniab nieisnco
Deferred income taxes. ... cirssbitin ensssnieitireniransions

Shareowner's Investment.

Common stock..c.u...... SVIERIAT
Additional paid in capital...... netsisseersanites
Retained eardings....c.o... Consurbirsbsninasirsstainis
Net unrealized secuntxes gam (Ioss) (Note 1<) T SR P

See accompanying notes to financial statements.

1995

48,576,412
27356

48,603,768
1,370,000

342,416

6,630
115,796

$46,785,557
(30.762)

46,754,795

3,174,098
420,142

14,114

13,164

$51,057,819

$118,643
65,505

69,698

50,150

10,641

$50,376,313

$6,000

314,637

T 6.000

100

50,000,000

726,369

_ 16,713

100

50,000,000
387,812

(17,599)

750,743,182

50,370,313

$51,057,819

$50,376,313
B ——




_ CONSOLIDATED STATEMENT OF GPERATIONS
 FOR THE THREE MONTHS ENDED JUNE 30, 1995 AND 1894

 Operational SEIVICeS...........e.....
_Pennsylvania Power & Light Company serwces (Note 2\

" Revenue
: lnterestmcome

P N T Ty

 Expenses

SAIAHES . rcausrmscanissastinns

Capital stock and other taxes............ catmaniaidsaaek i saans

 Administrative 8nd GEREral........o....ooos oo, TS

~ Income (Loss) Before INCOME TAXES..vcrmrriuemssemsesssoosns

* Federal InCOMe TaX Credi.vumercermmesisnsomsins

7 NEEINCOME (LOSS)rinsiiceroesosesssserosicemmssseseessssesssosonsssesessoeesos

See accompanying notes to financial statements.

1994

 $543,892 $375,484

__ 69,430 L
613,322 375,484
214,947
750,775

84112

90,052 30,000
94519 325
1,234,405 30,326
(621,083) 345,159
395,249 10614
$(225,834) 3355773
1 =




- CONSOLIDATED STATEMENT OF OPERATIONS
FOR THE SIX MONTHS ENDED JUNE 30, 1995 AND THE PERIOD |
FROM MARCH 8, 1994 (DATE OF INCORPORATION) TO JUNE 30,1994

Revenue :

~ Interestincome, : T s 91,084,184 $414,023
- Realized gain « marketable debtsecunt:es b ecsienobnsa einivans BN .. 60520

1124684 T 414,003

" Expenses , : ,
 SAANES e csisceastesessinsensss crtemenebusmsssmair escds st Y 423,782
Operational SEIVIEES oot oreoes oo et en e SRR I 983,334
_ Pennsylvania Power & Light Company services (Nate 2) ctmssins e 199,382
~ Gapital stock and other taxes............ cpaeene - v Cesssen vt 172,233 40,000
Administrative and general........oue, R VPR RV TN 157,237 325

1,935,968 40,325

- Income (Loss) Before INCOME TaXES..cwmimismmimiossisemseiorsmoctassensaree cer st ateasntis S (811,284) 373,698

'Federal;tncome?axCredita,, coivssrsspei e ixofesitasinncd i ke 640796 14114

 NEHINCOME (LSS} tcrmtssmsssnnsssiisnnnsnn. | __S(70488) _ $37812

Seea accompénying notes to financial statements.




~ CONSOLIDATED STATEMENT OF GASH FLOWS

FOR THE SIX MONTHS ENDED JUNE 30, 1995 AND THE PERIOD
FROM MARCH 9, 1994 (DATE OF INCORPORATION) TO JUNE 30, 1994

~Cash Flows from Operating Activities R
NEHIACOME (JOSE)..roavsuirmrssesinsissssmssmsssiaomasencionsesss ~ $(170,a88) $387,812
Adjustments to reconcile net income (ioss) to net cash pro\nded by (used m) ‘ s
operating activities: , ‘ , _
Amortization of premiumi-rarketable debt SECUHIES..rvvomrrivnc 247,260 76,870
Realized gain on sale of marketable debt securities. : {60,520}
Decrease (increase) in income taxes receivable...... irevesnns 94,621 (14.114)
* Increase in intereSt TECeIVADI. .. s seminess s arramssasbsissssssasirnc (148,485) {420,142)
_ Increase in acCOUNtS receivable. ... xreirenn - (6,630) '
‘Decrease ift accounts payable-Penrisyivania Power & nght Company...‘.‘. {227,021)
[ncrease in accounts payable-other....... 61,419
Increase in accrued salaries ceriaae 50,150
~Increase in accried taxes... perienbaritonas 24434 6,000
Net cash pro\nded by (used in} operatmg actmtnes saskverthasnigsiniad (135,260) . 3B,426
Gash Flows from Investing Ac:twities, _ ‘
- Purchases of marketable debt SECUMIES.... i oomiesmismsmmisecenis . (94,001,636)  (64,112,428)
‘Sales of marketable debt secunnes‘..‘...........‘...,....,.......5 .......... inixsiass b riassian 94,969,128 17,250,000
- Otherinvestment. (1,370,000 L
Net cash used in mvestmg actxvmes ' (492,508) {46,862,428)
Cash Flows from Fmancuyng Activities -
Capital contribution from parent.......... , 50,000,000
Comman stock issued... rssavdens TR 100
‘ Net cash provided by fmancmg actwmes SO VTN RPN UV SO \ 50 000,100
Net in‘cr‘ease; (Decrease) in Cash and Cash 'EquiVal'ents......,..1..‘“:..‘, .............. (627,768) 3,’17’4,098, ,
Cash and Cash Equivalents : ,
- Beginning of petiod..... -~ 970,184 . None
End of petiod.....cicnninne pirreinstsad s rseiatuiascane . $342,416 . $3;174,098
Supplemental Disclosures of Cash Flow Information
Cash paid dunng the penod for:
Interest.. s oy TSRO TR None None
Income taXes wdaes ‘None None
Seenéccompanyiﬁg riotesf to financial statements.
- —iT




Power Markets Deveiopment Company (PMDC) was capitalized on March 9,
1894 through an initial investment of $50 million. Through April 26, 1995, PMDC
was a wholly owned subsidiary of CEP Group, Inc. (CEP), a wholly owned
subsidiary of Pennsylvania Power & Light Company (PP&L). Effective April 27,
1995, PP&L Resources, Inc. (Resources) became the parent holding .company
of PPEL. Also, effective April 27, 1995, PMDC was transferred as a dividend in
the amount of $50.9 million from CEP to PP&L and from PP&L to ultimately
become a direct subsidiary of Resources.

PMDC was formed to engage in unregulated business activities through
investments in world-wide power markets. PMDC has been investing nearly all
its funds in securities and temporary cash investments. In June 1995, PMDC
deposited $1.37 million with a consortium that includes Constellation Energy,
Ogden Power Systems and two Bolivian companies as collateral in a bid to
acquire part of an electric generating company located in Bolivia. In July 1995,
PMDC invested $10.1 million as part of the consortium to become part owner of
the electric generating company in Bolivia. Constellation and Ogden will form a
partnership to operate the company.

In accordance with a general services agreement, PP&L provides PMDC with
various technical and support services as requested. Services provided by
PP&L include, but are not limited to, executive management, administration,
accounting, information systems, corporate secretarial, human resources,
insurance and other similar types of services. The agreement provides that
PMD_g} '\évill; reimburse PP&L for the full cost (direct and indirect) of any services
provided. '

Statement of Financial Accounting Standards No. 115, “Accounting for Certain
Investments in Debt and Equity Securities” (SFAS 115), addresses the
accounting and reporting for investments in equity securities that have readily
determinable fair values and for all investments in debt securities. Under SFAS
115, unrealized, appreciation and depreciation of available-for-sale securities
(such as PMDC’s marketable debt securities) is included as a separate
component of shareowner's investment, net of related deferred income taxes.
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. tmonucnou ,
RESPONSIBILITIES os AFF!LIATED

" PROCEDURES.... ' e
 COSTS INCLUDED ON THE BILL oo

-~ POLICY REVIEW..

b

COMPANIES,

CANCELLATION OF B!LUNG JOB ORDER
NUMBER... .
MONTHLY REPORT

REFERENCE wcousseuse ~
NLLUSTRATION - Bmlng Job Onder

- Assignment (FOm 2437) vuwecisesssssissscssss 6

INTRODUSTION

' Pericdically, PP&L piawda services, materials '

or equipment to @ffillaled companies. This .

“policy provides guidance to bill affiliatsd

companies for these services and other costs
incurred by PP&L and to avoid any subsidy by
PPEL of non-utilily operations. Afﬁ!latedf
companies will include PP&L's proposed pare

sompany, PPaL Resources, Inc. (Rwumes).
any subsidiary of PP&L (presently Interstate
Energy Company (IEC); BDW Comp.; CEP

" Group, Inc; Power Markets Development

Cornpany (PMD); Pennsylvania Coal Resauces
Corporation (PCRC); Pennsylvania Mines Corp.;

. Gresne Hill Coal Company; Greene Manor Coal

Comipany; Rushton Misting Company; Lady Jane -

©Collieries, Inc.: Realty Company of Penna. and
- ‘Safe Harbor Water Power Corporation) and -
- future subsidiaries of Resources or PP&L. The -

following - affiliated  billing pmwdm enable
PP&L 10 accumulate costs and issus invoices
(payment obligztions) for services rerndered by
PPaL on belialf of these affiliated companies.
This policy also aliows for the number of active

~ ‘biliing sﬁuaﬁcns 1o be adequately controiled.

: The affiliated billing procedures are part of the

*Billing Job Order Sysiem.® Billing Job Order
{BJO) numbers applicable to the affillated
companies are the 480X0¢X series shown inthe
PP8L Classification of Accounts, Authority

- Numbers section. All BJOs are repmted and
_accounted for by the department providing the

seivice. The BJO number is reported on
various source documents such as payroil time

- repads, émployee expenses, éte.

 DOCUMENT _
FOLDER

" obtaln authorization- from

‘ appmvais.)

B the required information amndd data

 will be billed by PP&L. o % PPEL ek
group feels #t has work {o perform for one of
thwawnmma.memmagerm‘

that affitate to -
proceed; PP&L cannct bill for work unless

. approved by - the . affiiated company

menagemernt. Commﬁehmﬁmmls ~
the issuance of BJO numbers. T?wafﬁ!iatad‘ o
company forwands all necessary paperwork to

- PPA&L for processing, and reviews the status of
- all BJOs under its responsibiiity. Since the BJO

reguires an estimate to be made of ths cost of
the sevice, anyover-xmsmusibeappmvedhy
the appropriate affillated company

manager
" before additional work is performed. Corporate

Accounting shall be responsibls for the biliing of |
affiliatad

- PP8L. cosis and seivices (o

companies. (The Corporste Accounting billing .
group maintains appropmta records of required

. » 3% ;;s:s‘ .

v BRI (o S A
PROCEDURES e Bx &
- - . - . - ,C:)c;‘:» "?3 é’a’f?
A . ‘@f Y T TP
The following steps have :.d foi..2

~ establish, record charges to, .t:c!osg& andj?

cance! BJOs for affillated eompaﬁii&

&

» . The appmpnate affilt = Qg;npa
manager ‘contacts the PP m;;roﬁ;f
responsible for service, 'If the PP&L work
greup agrees to pmmde the service; the
group's manager contacis the appropriate
affiliated company manager 1o disws the
possible semce. : ,

= The head of the work group tesponsnb!e for -
pmvidmg the service estimates the cost of
" the service based on the agreed-upon job R
specifications.

e Aﬂer‘tﬁa work has -baen‘agrewf upo'n.' the ~
affiliated company manager completes the
BJO Assignment (Form 2437 Indudin(gsall

a8
Hustration.) The Billing Saction « Coporate
- Accounting is the cusiad:ati of this BJO ‘
Assignmentfonn. : ~




mecm. DEPARTMENT WMAN
BIU,!NG AFFIU&TEG QOWANIé,;L

“number for the

. C‘crporate

, The affiliate manager signs (‘m tha Afﬁ!iated

-~ Company aréa) on the requested by" fine

 indicating approval :
ment of the affiliate to pay PP&L. for

 such services, and that accounting codes

" have been seiected 10 record charges as

~ desired. The cost area number of the greup -

*_providing the service is also inserted. “The.

© . BJO Assignment form IS forwarded for -

. approval to the respensible inanager of the ~

affiliated  comipany -or an appmpria-w

,anamateasﬁelegated '

for the service 1o begin,

The approvar men fcrwzmis the BJO ~
‘ ,A.ssignment to PP&L to perform tne servics
-orwork.

The mponsxbia PP&L manager signs the
*aptwoved by" fine (in the PP&L Ca. area)

ackiiowledging mpcnsbuxsy 10 perform the
work and for chargmg the assigned BJD

work  specified.

" manager then fowards the fom fo the
BiﬂinqSec&ion«CmpomtaAcwwmm e

Amunﬁng - enters  the
- accounting, posts the BJO number to the
. system, retains the original for their files,
sends one copy to the sffiliated company

- and sends another copy to the PP&L
T ;manager prov:dmg the semce.

At the close of each accountmq mnmh ;

" Corporate Accounting prepares a bill for
‘charges to BJO numbers and sends the bill

~ tothe appropnate mdmdual of the affiliated
fcampany '

~The afﬁllated oampany manager is
responsible for following the progress and .
maintaining affiliated ccmpany recards far
;eaﬂh job

‘When the job ss mmp!ete. the responslbie
PP&L. manager notifies the affillated

_company manager in wnting for the
- affiliated company manager may inform the
mpons;ble work - group manager that
, semcesareno iongerneedad)

~ Tne afﬁhated company manager or
‘responsible PP&L manager then sends 2
©o etter to Corporats Accounting stating that
. the .services provided by PP&L are
~ completed of no longer needed and that the
" BJO number should be closed. The ¢lose
. date is also provided in this ietter. The
letter should be"signed by the appmpﬁata -

mdmdual.

e co:porate Accmmﬁng doss !ha BO
- number using the completion data, which

- will stop subsaquent chames. A t’nal bil!inq
: xsthsnis«sued.

. PP&Lmiha BJO systam to aucumuizta a0
- costs  associzted with services provided by .
PP&L to sffiliated companies. When 2 BJO is
" establistied # will accept chatgw from all

accounting source systems.- To ensuwre accurats
billing, avoid cross-subsidization and comply

" with regulatory requirements, it & imperative
that PP&L. employees: accurately repoit their

time providing Service fo affiliated companies.
Any 30 minute $ime interval working for an

 affiisted company should be charged -
- accordingly, Also, empicyees shouid accurately

charge empioyee expenses, purchases, or other
costs related 10 an afﬁiiated eompany to the

‘ ppuwue Blo.

Pavmi

PPAL emp!oysas performmg sarvices form ek

affiliated company should charge the BIC

~for their time worked, on the afffiate’s o
business, Decentralized Time Repoiting . =
{DTR) employses should charge their time

worked on affilisted company business {0

~ the BJO astheywouidforanyomerdm
chaige achvity.  Employees on a-
pradetermined payroll basis will charge the
,fBJOonanexcepuonrepomngbasxs. BRI

After a history of exception reporting has £ |
“and documented,
predetermined employees may élect io

' been  established

~ have their time astomatically charged fo the
 affifiated company. In order to do this, -
however, each empioyee electing this

- optioty must have at least two wmonths of

‘exception reporting data to support and:,"" '
document the percentage. ‘Additionally,

every year ihe employes will sign a

" confimnation of histher election stating that
* the current percentage of time cﬁaxged to
the affiliated. company is stili appropriate

“and proper or that a new pmdetermxned S
: "'»percemaga shauldbeestzbiished T

‘ Pnymll costs In the BJO will show .

‘employee’s time chart2y, 1o -air base hourly

P rate; applicable taxes ang benefits, a time-

- off-with-pay ‘charge for time reporting
- ‘employees, and any cpplmble depan»‘

s mental overhead lsadmgs
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PP&L employees should charge the
appropriste BJO -for employee expenses
incusred in the coursa of providing services

to affilisted companies —~ for example,

aftendunce at conferences, seminars and

. trade organizations if the purpose of the

meeting is directly related fo the affiliated

- company's sctivities. If the employee spent

only pant of the time on an affiliated

. cofpany's Issues, the empioyee must |

determine and charge the applicable postion

~ of their expenses incuired to the BJO

number. This attendance, however, should

be approved by an appropriate manager of

the affiliated mmpany

Office Space v
PP&L will charge af_ﬁilahd companies for

- office space provided . based on a

reasonabie cost allocation methodology.

PP&L's. Corporate Accounting Department

sembk-annually -calculates this overkesd

loading which will be applied to direct labor
charges. . This loading provides for the

recovery of costs incumed for the overall
opesation of the Company that are not
directly chargeable to a spacific operauon or
function.

R ST P R

o L ’. < ; li - OAGES ~"_“ ‘;\‘:.-. £

herc

PPAL emplayees should charge the

appropriate BJO for materials, services,
. insurance or ather services that benefit an
affillated company. The PP&L employse

preparing the fequest for payment should.
- charge the applicable BJO for the aftiliated - .
company. lfmiypanofmaeostsbeneﬁ.

- an effillated ' company, - employees must

«determina the appropeiate percentage to ‘

g charge the BJO.

" GANCELING BI NGJO o
g maafﬁliated mmpanymmgerormpnnssbb :

PP&LmanagermaymcelaBJo by preparing
a feiter stating that the services are no fonger
necessary, and that the BJO should be
canceled.  The cancel date must 3aiso.be
proviced. The letter is then forwarded {0 the

. Bling Section-Corporate Accounting for
processing.  However, all charges that have

amnulatedtomatpoimwlbebﬂ!edtoma

‘ afﬁliated company.

‘ MQNTHLY REPORT .

Each month a B‘lﬁng smus Repon (soe: R
Chapter 1103) is prepared and rev:ewed by

Corporate Acmum!ng

REERENCE
Ses Chapter and Suppiement index (Chapter

. 101) for responsible individual.




LIgF t Company

- -Two North Nmth Street-Allentown PA 181011179 « 610/ 774- 5151

k,'Pau!E.Russen, e - , , , - i
Assogiate General Counsel -~ : : , .
610/774-4254 ,

| EAX: 6100774-6726
June 2, 1997
e | RECEN £l
 FEDERAL EXPRESS ;
2 Jun 21997
I James J. McNulty, Esqurre , -
S A £ DN A PURLIC UTLITY COMMESICH
Pennsylvania Public Utimy Commission = | PROTHONGTARY'a OF ::bt

~ P. 0. Box 3265 |
Hamsburg, Pennsylvama 17’105-3265

Re: Pennsylvania Power & LtghtCompany P ey
: Docket No. A-110500F.0206 7. . .

Bear Mr McNu ty:

o Pennsthama Power & Light Company (PP&L) hereby provndes the fol o
- lowing - documents to the Pennsylvania Public Uuhty Commission (PUC): ‘

e Form 10-Q for the Quarterly Period Endedz March 31, 1997 Filed
with the Securities and Exchange Commission on behalf of PP&L
Resources, Inc. and Pennsylvania Power & Light Company;

»  Power Markets Development Company and Subsidiarie'sﬁ Financial
Statements f’orthe three months ended March 31, 1997 and' 1996;

-»  Spectrum Enetgy Services Corporatxon Financial Statements for the
~ three months ended March 31, 1997. , :

8 ,These documents are bemg provaded to the PUC and the Office of Consumer Advo-
- cate pursuant to conditions contained in the PUC'’s approval of PP&L’s application
- for permission to establish a holding company structure (order entered on Febru-
~ary 10, 1995 at Docket No. A-110500QF. 0206)




James Jj." };MCNuity, Esquire -2~ o Jun‘e 2,1997

, ; Please date and time-stamp the enclosed extra copy of this letterand
~return it to me in the envelope provided. ' ~

el if you have any questions regarding the enclosed documents, please
call., " ' R :

Very tr”uly*jours,

Paul E. Russell

Enclosures

ool !‘r‘wiﬁ A. Popowsky, Esquire




L SR A United Btates ‘i?fs(:fz ‘ ey

Securities and Exchange Commission
Washington, DC = 20549

amy 2 1957

Form 10-0 - PA PUBUC} Uty %
i i
, ROTHOHOTA 'S g; g}]? S8Ion
EX] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
 For the quarterly period ended March ,,31, 1997

OR

{ ] TRANSITION REPORT PURSUANT TO SECTION'13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

_For the transition period from ___ . . . to
CommissionAEile Registrant; State of Incorporatlon, IRS Employer
Number Address; and Telephone No. Identification No.
S 1-11459 PP&L Resources, Inc. 23-=2758192
: (Pennsylvania) :

Two North Ninth Street
Allentown, PA 18101
{610} 774~5151 '

1~905 ; Pennsylvanla Power & Light cempany 23-0859590
'~ (Pennsylvania) . '
Two North Ninth Street
Allentown, PA 18101
(610) 774~5151

s Indlcate by cheak mark whether the registrant (1) has flled all reports
- required to be filed by Section 13 or 15(d) of the Securities Exchange Act
~of 1934 during the precedlng 12 months (or for such shorter period that the
registrant was requlred to file such reports), and (2) has been subject to
' such filing requlrements for the past 90 days.

k‘PP&L Resources,.Inc. Yes . X o No__

PPEL ' Yes . = X . No

-~ Indicate the number of shares outstanding of each of the issuer's classes
of common stock, as of the latest practlcable date.

PP&LwRescurces, Inc; - Common stock, $.01 par value,
' : 164,188, 649 shares outstanding at
S : Aprll 30 1997
Pennsylvania Power & Light Co. Conmon stock, no par value,
L : 157,300,382, shares outstanding and
oy all held by PP&L Resources, Inc. at
N _April 30, 1997

v 05 1997
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PP&L RESBOURCES, INC.
AND
PENNSYLVBNIA PORER & LIGHT COMPANY

,‘ FORM 10-Q
FOR THE QUARTER ENDED MARCH 31, 1997

 INDEX

ey ' , : Page No.
PART 1. FINANCIAL INFORMATION
Item 1. Financial Statements
| PP&L Resources, Inc.
. consolidated Statement of Income
Consolidated Balance Sheet
~ consolidated Statement of Cash Flows
Pennsylvania Power & Light Company |
Consolidated Statement of Income T 1
Consolidated Balance Sheet » ' ‘ T
Consolidated Statement of Cash Flows - e 8
Notes to Financial Statements | ’

PP&I, Resources, Inc. and Pennsylvanla o
Power & Light Company S 10

ttem 2. Management's Discussion and Analysis of
‘Financial Condition and Results of Operations

. PP&L Resources, Inc. and Pennsylvania Power : :
» ‘ & nght Company g v : 18 -
*PART II. OTHER INFORMATION |
Item 1. Legal Proceedlngs o e : 28
item.si Exhlblts and Reports on Farm g-K ‘ ;k, .28
GLGSSRRX OF TERMS AND ABBREVIATIONS , _ | | ; 29’

SIGNAwaRas | | | o P 31
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'PEEL RESOURCES, INC. AND SUBSIDIARYES
E?‘lxt: 1. FINANCIAL INFORMATION
Item 1. Financial Statements

, In the opinion of BREL Resouirces, . the unaudited financial s:atements
- zncluded hetein reflect all adjustments necessary to present faxrly the :
Consolidated Balante Sheet as of March 31, 1997 and December 31, 1996, and the
. Consolidated Statement of Income and Consolidated Statement of Cash Flows for
~the periods ended March 31, 1997 and 1996. PP&L Resources is the parent
holding company of PP&L, PMDC, and Specvrum. 2PEL comprises 97 parcent
“of PP&L Resources' assets. ALl nonutility operating transactions are included
in. "Other Income and Deductisns=-Net® in PP&L Resources Consolidated
Statement of Incomex

CONSOLIDATED STATZMENY OF TNCOME
A{Unauditead} :
_(Millions of Dollars, except per share data)

Three Months
Ended - March 31,

1997 1996
cthing Revesnies I Y R T I T T T I T e E e ) 5786 . $789
Operating Expenses
Upeération i )
guelki&&&sw&%il‘blz&‘ahi‘i,i‘«dli.bblo.th.Ai-"fk---ii’w‘i.&i&'il . 111 124
POWEJ: pn:ﬁhas&ﬁt,Aun(s‘x.’nsA,.aanuu.-s.,a.,«‘.z"‘-c-..-..-é.s- 116 91
‘cthe'rﬂﬁlqlniiniiuikiA‘~iﬁu&iq-ncwib.mqk--4-&.1—‘-:&,‘id-u,&n' 117 122
AR L OHARGE L st v 4 s s o une s asdn b v ssomeinshesssnsnsasssosmssn 35 40
Depreciation {including amortized depreciation}..cueevoses 92 , 90
ihtéme TaXes e Ak I I O I I T T S S G I T T ey BS 89
Paxeés, ttheg than ATCOME « v oumwnscnid dm smsdcsne v osmebnsass , .~ 586 57
: : T 515 ) 613
Opexlting Iﬂcom;.aw.-A»‘nA&s&aa&n.;au;a...n.r;a.n:w&px..’axs&‘.u L 171 . 176 .
‘Other Yncome and (Deductions) Eall - L -SSR S RN ‘ 7 ‘ E 1
. Incoms Before Interest Charges and Dividends on .
Preferred St0CK L.iuiiiiiaccciiinadaniaieiinieuiaiisatanennes 178 177
Intarest Charges , o
Lonq“term~debt“..“.‘...,...‘..i.‘...ﬂ,.ﬂ......‘......... 51 - 52
shox:~te:m,debt ARG OTREE s was s aeitnranssnnesnniomnssnnsns o 3 e 2
; ' : 54 54
Preferred 3tock 5iv1dend REGULLETENES ¢ v snsn e s eeem s i e
Hﬁt Inﬁbn‘ni*«@A.xagxnbx&pni-nim.y;ﬁiﬁmhgu.u'.:.&aané,vts,a"._.&vnqi«-,n: - 5117 §116
~'xirningm Per Share of Common stcck‘(a).“,‘....-,‘.,.‘&...,. $0.72 . $6.73
}Ayerage Rumber of Shares outstandlng (thousands)i........... 163,192 159,890
N vaidends Declaxed Per Share of Common StocKes.icvwsssannans $0.4175 T 5004115

{a) Based on average number of shares outstanding.

See actompanying Notes to Financisl Statements.




 PPEL RESOURCES,INC. AND SUBSIDIARIES

| CONSOLIDATED EALANCE SHEET
~ {Millions of Dollars)

Biectrlc Utlllty plant in service - at orzgznal cbst.........,
Accumulated dEPZECLathn ..a..-‘*.‘..............5.......‘.~f

i

ASSETS

© March 31,

1997 -

. December 31,
‘1996 .

. {Unaudited)

59,895

{3,407)

‘(Audited)

89,824

{3,337)

P ; : : 6,488 6,487
;‘construction'work in-progress. =’ at cost..,.;;,‘a.i;-i,.;,§,.,* St :172' 
CNuclear fuel owned and leased = net of amortization .....i.se. 0 176 170
"Othex leased property = net of amortmzatlon ....,...‘i.,.,.s.",ﬁ‘ 74 76

Elect*lc utility plant - net...».,.........,..‘....u,......~ 6,887

, ‘6{905
. Other property = (net of depreciation, amortization ‘

and depletlon 1997, $55; 1996, S54)usiusnnaionionsaancsaees 54 55 e
T S e o TeEar T e,sso;f e
E Invastments ~ ' g e ro
: fnvestment in and advances to electrlc energy ‘ SRR " o T : = ‘
| PLOJECLE = AL EQUILY inwvcevsinsintonsoisiorinsonesansnncas o 240 ,‘j'224” s
. Bffiliated companies = AL EQUILY suseievisesesisccsianenesaas o 1T 0 T QT 0
“Nuclear plant decommisSioning trUSt FURA ..secsasserssessesss - PRI T 2 TERS : 12e .
Financial IAVESTHMENTS.  cisaensnnisvossninnsenssiinrsnsassgnsss o SA2ee 183 o
i'Other = at COSE OF L@S8E niiuiviivennnaveisonninmennsovsnseins o 20 oo 180
- L R ... 831 - 520
Current Assets : . E L . c R
. cash’'and cash equlvalents .‘...‘..,.......,sﬁ._...;;;.ﬁ.a.e.. Ll ,f72'5'c~>;‘ 101
© Current f£inancial inVeSEMENES .i.iiesciscisirasssasraseciaien 0 B2 0 73
- Accounts receivable {less reserve: 1997, $20; 1996, $25) T S : ER :
 Customers 4.‘.1,.ﬁg.a.-......‘h.-,....‘.s.;...‘_..,‘».;;,f Sl 210 S 51
‘Qt‘he:.‘ink‘j»b‘airki‘ynortqo&s&rnoimuc~)y~)&..-&--v:§i:‘-i’,q'i-'j...o.t., A 17 ’ . 19
UNDiLled FEVENUES.c.tavassssnasvansucintsanasensavansdsesanss - B3 o 8BS
 Fuel, materials and supplies - at average CoSt.evsserespercss 194 201
 Deferred INCOME LEXES +icusiussirisernsnsosnsusonsmivoncaneny 27 21
'aothe:...‘...,..is,..‘,.&‘.cg,_.me.;‘,.,,;;.?,.,.;z,;_s,;,,.w. A 334 Sl B3

859 as

' Regulatory Assets and Other Noncurrent ASSELS ......sssecscsiees 1,465 - 1,407

- $9,902 $9,636

-

. See accompanying Notes to Financial Statements. .




Cugrent Liabilities

Commitments and Contingent LAIABITIEIes ...cueseinsssescuscornnansos

L e B ' ; - ) ‘ : :

‘BeEn RESCURCES, INC. AND suas:nxaaxns

CONSOLIDATED BALANCE SHEET ; : R
{(Millions of Dollars) ' ‘ .
Marc¢h 31,
1897

{Unaudited)

Decémber 31,
1996
{Audited)

L LIABILITIES ' e
Capitalization \
Gommon equLEy

- Common stock T R R R P TTPPP PP s2
Capital in excess of . par VELUE  4seissvnasescovinrrnnosessssnna 1,608
BB TANGS EIAVEEEE st vt e hmanan st inranassoisoiennsaios : 1,192
Capital steock expense and OLHEL .....ueieevuiviansvussossonsonan 2

$2
1,590 -
1,143~

2,804

"2, 345

freferred steck o
With sinking fund CeqUAILEMENLS ... icueiciceaonsscsasassonnain e 295
withaut sinking fund requifements .. ..i.ii.eiisracsessrasreinnan ‘ 171

205
171

2,802

ﬁcng-term debt )i.llﬂ{&‘\Ai”@AA&‘lr&*i&‘t}sm.»ﬁ,-syi.s‘&.-Q.i‘;‘»v»‘n‘%t"f'ﬁ o 2,802
e ‘ ' ' : 6,072

6,013

COMMErGial PADEL L oo it auusnesasssinannannnbsonsassosioniwbatsssd 80

N Bank loans ﬁ#n‘pbn.&‘onci;-d‘AA&A‘CA‘.w-uwnt‘..--‘thn‘ucuudchhbdA‘ - '144

- Long~term debt due within one year T T TR T ) 30

- gapital leass obligations due within one year .....iovsvsveivsass S 80

ACCOUNES PAYABLE «iiissiviaarsoinnneninuurnaneniriscanansnosnssnse 114

?axes accrneﬁ (&@‘ﬁ-ltil‘uca6‘dhiajmb‘bnclfitv!‘ﬁin.‘a,‘nt,‘,\i.&&,-a.u : 84
INLELeSt ACCLUEA iautineeuaunvioasasiasscassonasenchanensssbossn R 5 1
- Dividends Payable siiaciiairiieiieaiiiatatarasiaintereciosnaveans : ‘25
Othe.r 0K;‘hn«b‘&ub»oatnttcahhlil&-La&s-w-)&-'A#C‘lﬂtdqc&l‘.“nn-“ . 90

144
30
g1

133

61
15
18

158

621

Deferred Credits and Other Noncurrent Liabilities

Deferred 1nvestment AKX CLediflS uisecirasvoinsoboinsusonessonss ; 207
Deferred INCOME BARES «ii.iitcvsdusnrnecininasrasonsrsarbinissans ; . 2,058

’ :apl 8l Lea8E GULLYATAONS wu it ivisirascnceissnevosinnnsesinnesoss f 173
het L L E T R T 634

208
2,052

166

575

3,002

3,072

$9, 802

$9,636
-

 See aceompanying Notes to Financial Statements.

®
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' PPEL RRSOURGES, INC. AND SUBSIDIARTES

‘ CONSOLIDATED BWT oF .C-BBH ms
o {Unaudited) . ‘

f (M1l11ons of bollars) :

—Net caah pxoV1ded,by operating'actlvzties.;‘.‘..4“...‘¢,‘..,‘.“¢4..*

~'Césh Flows From Inva;ting Activmtles

T Propetty, plant and equipment expendltures*,x,.,-,,,.,....,,.,;..*..y
Proceeds from sale of nuclear fuel tO LIUSL.sussdasssossbsroasssshssn

- Purchases of available-fox-sale BECULIEI e ve v e sasadavssnnbas ensan

~"Sales and maturities of avaalable-for~sale SECURIties. i vviewsrsnusinet
IAvestment in electrie energy pro;ectsﬁ‘..,@...,..u...‘.......‘..5..9i

- Other iNvesting ACtiVATIeS “ Meta..iuswsssssrsmscsensrionsennsssorase

‘Net cash Lsed in 1nvestlng act1v1t1es.;.....‘.......,.*a*...‘.,

- Cash Elcwa Fram4Einhnc1ng'Activities ' : 5
S Issuanee of lonq-term debt....*w..‘...a.....-a...................,..,
Lo Idsvante of  common 5tock....&u‘;.,‘.‘..*‘,_*......‘..‘......,.i...ﬁ..

. Retirement of Lleng-Term ebt....ss..rssese.
“Funds deposited fér rertirement of long=~term GebL . ii.cesieiiisvingsss

‘Payments oh capital ledse obligaTiOnS. iussvwisssassssasionsisssnmns

Jo o Common and. preferred dividends pa1d....,,...~..~...............‘.....
" Net ipcieaseé (detrease) in Short=term debt..‘...A....‘.,.,.‘,.,....u..

: Net cash’ used 1n‘f1nancan actxv1t1es.........,..b.....,.k..,.; o

' Not Im:teane (Dec:eue) In Cash and Cash Eqummlents R S X T T Y P .'[

-~ cash and Cash Equivalents at Beginning of Period w.iuusisevs sasmssvswss

LCash and Cash Equlvalents at’ End of Per;od B L T STy S

7°,3agplemental Disclosures of Caah Flow Infbxmatzou
- 'Cash paid during the period for: - o :
Interest {net- of amount cap1tallzed).».“‘..,..‘.....‘ﬂ......,i,....

Income Laxes...,,.‘.;,-,.,,,.,..,,,,.,....-.‘-,,..--.,*.-...;-...,,,

: _Sée aéccmpanying‘Noteskﬁc‘FinahCialfStatemencs.

SETEEE.

p..:o*n:bxb»a:»»¢;n;-s»;m~

515

‘Three  Months
- Fnded - Marech 3%,
1997 1996
8202 8220
&72> {68)
21 3
4283 TL1s2s
%8 :
13 )
o .
(24) {78}
e iae
i § 17
o 1115y
{210
(197 {22}
175) {73
CLE0 ) {63)
(20?)' ~ {140}
29 2
o101 20‘.
X szz»=
851 " 855
s14




% R . ’ : : ‘

PENNSYIVANTA POWER & LIGHT COMPANY AND SURSIDIARIZS

In the opinion of PPEL, the unaudited financial statements included

herein reflect all adjustments necessary to present fairly the Consolidated

Balance Sheet as of March 31, 1997 and December 31, 1996, and the
Consolidated Statement of Income and Consolidated Statement of Cash Flows

o for the periods ended March 31, 1997 and 19986. “All ronutility operatlng

“traysactions age included in "Other Income and Deductions--Net" in
VP?&L'S tonasolidated Statement sf Intone.

! ﬁmsaﬁmm STATEMENT OF INCM
{Unandited)
(Millions of Dollars)

~Months

Three
Ended | March 31,
1997 1996
OPerating REVENUES «...c.ssvsesisvssesnsasancasessssacnasenne  $S786 5789
| Operating Expenses
 Operation
Euelia,&gliﬁi‘A:vth.dligd:in..rat‘xdnpe..lAinp,&.c“b-uiuA&,’ﬁd 111 124
BowEr purchaSéS«:.‘ra»‘u«axt..-v-\;,-xu"..'.;.‘-ea&.ag;&d-‘s,‘.‘r.ya 116 91
oﬁhérﬁuiﬁlidbmténmu«n-o;bw’iu‘bit.h;’gcai-lt-.hh‘-‘a.&n-& . 117 122
Mﬂintena}lcen-c.-..AAAA<us“‘4‘n--«ﬁ.au.;y.ua¢é‘wkh...x-a«..'a 55 40
Depreciation (including amortized depreciation) ..sv.sse.s 92 90
INCOME BAXES:suetvmuuussressissnssarnainsssnrnnssnsesssans o 88 89
Taxea, other thAN IOCOME. . ieuivivntciitniasvissasianraans 56 5T
: , : : 615 613
Gpez:ltianncbm a&;.,s-‘.zs:-&‘.«.'sasfaAa;.'-m.aa..’-.’.a¢as..:.,..¢.. 171 T 1.76
Other Yncome and (Dedictions) ~ Net cu.c.isissviscvecsavveane 2 -3
Income Beford Interest CHATGeE ... uiiciiiiisusinvoanesniosnnss o ..173 179
 Intersst Chatges .
‘ Lﬁnq“term,debt.,‘.;.g....“~...¢‘...¢........‘...-.‘.,.-,. 51 52
Shoﬁt"hemﬁebt ﬂnﬂi Othera..«..uu;Aé..“..s“...u..“....- o 2 2
, , : , 53 o4
“‘:'znﬁb!m-,u@uataa1#-»1».,a.‘.n‘Sc,..,.a-.-QA.‘@:&J-aq.g..,~.s«xq-.~¢. 120 125
 Dividends on Preferred SEOCK.isvursiisticasssacicasaiivasnnns 7 T
Zaxn:mgs Available to PPAL Resources, INC. . .siawavecscrasais & BILI . $118

- §ee accompanying Noteés to Financial Statements.




. Pmmsnm PWER & LIGHT CQMPAN! MWD SUBSI'DIARIES

- CONSOLIDATED BALANCE SHEET

.(M;lllons of Dollars) :

.. March 31, December 31
E o 1997 L1996 - ;
‘ {Unaudited) = {Audited) - .~
' i ASSETS
"Property, PlantAand Equipment : = ‘ R ‘
. Elecrric utility plant in service = at original cost......... 59,895 89,824
o Accumulated depreciatitn s.uisesssssscsnsessesssassasasores o (3,407) {3,337)
LR i o e b ) S 6,488 ! 6,487 :
L Construction WOrk in Progress = At COSL v..wsseissassoanssoss 149 172

. Nuclear fuel owned and leased = net of amortization si.ev.a.. 0 176 (170

' f’other leased.property ~"net of amoztmzat:on vervisedsennenny 4 16
: Elecnr;c utllaty plant = net ,é.,..,..,‘...,....,.,,.,*....;ﬂf 6, BBT ;6,905f
-Other property - {(net of depreclat;on. amortization - R R e

and depletlon 1997; 5559 1996, $5‘§) ‘.ﬁJ",?‘.h.“‘;‘Qf‘A,Q‘v"i‘,”‘“. L 54 55
o BRI R : o 6941 "5, 980
 Investments . ‘ S ‘

. Affiliafred companies ~ AL BGUALY ouieuriraesiasisiasrssaia s s b B o
Nuélear plant decormissioning trust fund ‘.;‘.*..*{.,..b.@‘,. RUR: B & S 12g
anancxal IDVESEMENES Wuiiviesnssas s vinsabnrrotroivnananani 129 © 133
'othex = at cosr OF 1888 it i ivuinssndasarrbmsvss b nsndonmanpe ] 10 210

- : : : e : : B : - - 287 . 288
E Current Assets e : , R
. Cash and cash eQUIVALENES ...cssuunarsrerseiocunnnsnnsnanases 45 95
. Curgent financial INVESIMENS s+iuevssessvanssrseseonsniossann o 22 51
- Accounts réceivable {less reserve: 1997, $20; 1996, 525) ‘ o [
custﬁm?rS a~..§4.s-.ys.opib;i..;a--&.nbn'\a-;»*¢..su;x§»s6s"‘," s 210 196
; Othgz u-p-uas.;.,&-“.uA...s.“n.«--~'~*b4«a.wan-x«-.‘.'é‘cs-“.d o 11 14
Uabilled zEVenues.,.-;.,,s.,.,.gs».,.,‘.,,..,.A.>,,,,‘...,,.» AR B3 85
- Fuel, material and supplies - at average cost R R ©19d 201
- Deferred income taxes e e A e R e e N AT M A 27 21
: Othﬁz -4'rva.;‘¢»b‘z‘!o-qie«¢04:aaa.toa.aa*&-<.-:aoo,ﬁra—b.<e4qa¢ o 334 33
: : : 926 Ji6
Requlatory Assets and Other Noncurreat ASSetS ......cesveveseve 1,464 1,407
~$9,618 39,371
B

Sée aceompanying Notes to Financial Statements.
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- PERNSYLVANIA POWER & 1LIGHT COMPANY AND sﬁnsmnm“ ULES
CONSOLIDATED BALANCE SHEET
{(Millions of Dellars)

March 31, Decenber 31,
1997 : 1996

(Unaudited) _ (Audited)
SO : IIABILITIRS
Capitalization
Common equity

COMIMONE SEGEK 4 50 asedvssssosvornannsesssnsecsnisscossdns 51,476 51,476
Additional pald=ift CAPITAL +.iiviiuwissurransncnnnonanans 57 57
Earﬁ&ﬂgﬁ f51nveﬂted L N Y LN T T TR . 1 138 : 1 094
Capital stock expense and Other ..iiisisvionssnecnass R 41 ; o {30)

‘Preferred stock ) ' T
With sainking fund requifements .......icccicssccsenions 295 295
Without sinking fund requIrementd ...csviisscsvisonosin 171 . 171
Ldﬂg“ﬁerm;dﬁbt B T T e ,i : 2,302’  , ,2;802»
5,929 S 9,885

Curzent Liabilities ,

COUMELTIAL PABEE 4 u s wuuevssncsssasssonnsinceasnsnnsnnsesin Bo . .

- s&nk lﬁaﬂs ﬁtdﬁh.bq&l‘ﬁ!n.w&i&‘uuiuAA@-»:»&!-AAAAQ&‘H@A‘A 10 10
‘Long~tertt debt due Within ONe YeaY ., ..iisaniicewass see s 306 o 30
Tapital lease shligations due Withih one Vear ....ssiccess 80 ‘ 81
Aﬁcounts payable dk‘itl%uilﬁ‘itt‘vblmninn(dlt¢~4§\ﬂ*~ttss ‘ 112 : 132

- Taxeﬁ acﬁme& ﬁi;&.i‘ikibid&llAsp‘.b‘-bbn&ul&d%t&alak-b‘c}it . 86 " o 21
Iﬂt&resﬁ aéerss JE& N R R A T T T Y T Y Y I wens, : '61 «GD‘
B&deeﬂds pay&ble N R I T T I 75 75 g
thﬁﬁ R it e R L R N A NV N kk'_ L 90 . e 78,,

‘ ' 624 487

" Deferged Credits and Other Noncurrest Liabilities '

Deferred investment tax ¢redits T R 207 208
BEfé:red Inceiie taxes bzh&llliil&uﬂs‘l%»ﬁ(edlbhbhktdm‘tl‘ . 2 052 . 2;056 

ﬁapxnal lease OBLIGALAONSE  cuivvsininsssineasniennosssices ' 173 : 166

#th5~ R R R S T YY ) v’633 e - 574

3,085 . 22998

Commitments and Contingent ITiabilities .....uvseviessnranca

B | $9,618 $9,371

See actompanying Notes to Financial Statements..




‘«‘pznnsxnvnnxn PﬁBER & Lxsxm coupnnr AND suasxnxanxns‘
V) ‘J~

. (Unaudxted) ‘
»tﬁlllléns of Dollarsi

ﬁet-cash pzavidéd;by operating aetiwatieg..i;,‘...@.bi.-..b.«i;.i...@_

o Gash Flows Etnm\znvnstinq Activitiea o L
o property, plant and equipment expendltures..........‘;...3‘.-.n‘.,..

. Proceeds from sales of nuclear fuel £6 TXUSEiccesvarssasssssamasaass

. purchases of available-for-sale SECULItIieS .. issesvrsrensrassstssasn

Sales and maturities of available=for-sale ‘securities ... iveveisya
Qther investing ACTAVITIES == MEE4.iicicusesnrssovnsnninsnsssanasnss
' Nat cash uaed ~n investing actvatles......‘...z.,,‘~.._...‘.g

':caah.Fiowa From Financing Activities : ~ ,
o Issuancs of long~term OBt i s ssessionsascnssnsiasatmssssonscosansssn
©Retirement of leng-term HOB . sy onussnsosasmnbsnavasorihssusosssson
Punds deposited. for retirement of longwterft debt....iiiviiiissivinaa

~Paymentﬂ O ¢apltal 1@353 Obllgatl°n3.¢v5-§..Qbo-a-muﬁo§6-tt.co‘¢n.n,&«

Commnén and preferréed dividends padte..vr.oeiiurvivasisesvasnsnnsssssn =

Net increase (decrease) in shoxt—term QebEu v sucuoivauwyaesanesanions

© Dther finanCing aCLIVITIES = NEL .uiscciausiaimrassnansisaaisioronn.

Net cash’ used in f1nanc1hg actlvmtzes‘.......‘.....,a....,....

'Nat Increa:e {Decresse) in Cash and Cash Equivaletits ;
U cash and .Cash Equivalents at Beginning of PEriOfs scansavssssnsnsonsins
“Cash and Cash Equlvalencs at End of Perzod.;.u.....a...........‘.‘.*‘,

}‘supplemantal Diaclosurea of Cash Flow 1nfbxmation

' Cash paid during the period for

'V*nterest {het of amsunt capltallaed),.b..,;........ﬁ..........-.m.,

chcme uakes.o.i‘spnrw:»a.‘sp‘w--.ﬁv-awA&g‘a,...‘.4.\~4.¢-Q..A-~.t4a'~( -

. See accompanying Notes to Financial Statements.
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. PPEL Resou:ces, Ine¢. and Pennsylvania Power & L:.ght C'ompany
Notes to Financzal Statements

- Terms and abbreviations appear:.ng in Notes to Fl:xanc;al Statements are
explaz.ned in the glossary.

1e Ini:‘erm Fina‘nclal s‘tat‘ements

Certain information in footnote disclosures, normally .meluded in
financial statements prepared in accordance with generally accepted

' accounting principles, has been condensed or omitted in this Form 10<Q
- pursuant to ‘the rules and regulations of the SEC.  These financial

- statements should be read in conjunction with the financial statements and
notes included in PP&L Resources' and PP&L's Annual Reports to ‘the SEC on
Form 10«K for the year ‘ended December 31, 1996.

Certain amounts in the March 31, 1996 flnanc:Lal statements have been
- reclassified to conform to the presentation in the March 31, 1997 financial
‘statements.

2. pUC Res&ruci:ux:ing‘ piling |
| In December 19986, Pennsylvam.a enacted the Customer Choice Act to

, ﬁes{:mcture its electrxc utility z,ndustr_y in order to ¢reate retail access
o & compet:.ta.ve market for the generation of electrlczkty‘ In accordance

with that legislation, PP&L filed its restructumng plan with the PUC on

Bpril 1, 1997. The PUC is required to take actmn on 1315’&1:.‘5 £iling by‘
;fanﬁary 1998. .

S *ﬁnder the Customer Choice Act, the PUC is authorized to determlne the
amovmt of PP&L's stranded costs to be recovered through a non~,bypassable

competitive transition charge (CTC) to be paid by all PUC—-jurz sdictional ‘

~customers who receive transmission and distribution service irom PP&L.
 Stranded costs are defined in the Customer Choice Act as "generation=
- related costs... which would have been recoverable under a regulated
- environment but which may not be recoverable in a competlts.ve generation
~ market and which the PUC determmes will remain followzng mitigation by the
‘ electrlc utility." o

: PPEL's restructuring plan includes a claim of $4.6 blllan for
stranded costs.  Pursuant to the Customer Choice Act, this claim is
comprlsed of the following categorles.

1. Net plant investnents and oosts attributable to exlstmg
generation plants and facilities, disposal of spent nuclear fuel,
retirement costs attributable to existing generating plants and
empleyee-related transxtlon costs; ;

2. Prudently mcurred costs related to the cancellatlon, ‘buyout

o bnyciown or renegotlatlon of NUG contracts.‘ and

s 3. . Regulatory assets and ather deferred charges typlcally
 recoverable under current regulatory practlce and cost obllgatlons :

o _ﬁ_:mder PUc-approved cont:racts with NUGs.




k "‘Ib e ' i SELE e o R SR

~ The following are the components of PPiL's stranded cost claim:

Nuclear Generatlon(a)
Fossil Generatlon(a)
NUG Contracts
Regulatory Assets

‘f(a) Includes deferrad 1ncome taxes related to generatlen assets.

fs ) “In determlnlng the approprlate amount of stranded cost recovery, the‘
fcustomer Choice Act requires the PUC to consider the extent to which an

")'electrlc utility has taken steps to mitigate stranded costs by appropriate

~ means that are reasonable under the circumstances.  Mitigation efforts
 undertaken over time prior to the enactment of the Customer Choice Act are

to be considered of equal importance by the PUC in determining an e].eet:r:u::,_j"kE

utility's stranded costs as actions taken after the passage of the Customer

s The ultlmate 1mpact of the Customer Ch01ce Act on PP&L'S financlalﬂ T
health w1ll depend on numerous factors, 1nclud1ng° : ; D

";;,: l. The amount of stranded cest recoVery approved by the PUC, tné}*fe
‘k‘PUC's overall treatment of PP&L's filing and the effect of the rate cap:,"
ilmposed under the prev151ons of the CustOmer Choice Act;“" L g

The actual market price of electrlczty over the transxtlon perxed*'_r‘3

Future sales 1evels, and

S ‘The extent to which the regulatory framewo:k establ;shed by thejf,j-
f‘;dCustcmer Cholce Act w1ll continue to be applled. ' e

Under the Customer Choice Act, PP&L‘s rates to. PUC-jurlsdlctaenal

U customers: are capped at the level in effect on January 1, 1997 through mid-
2001 for transmission and distribution services and through “the year 2005
“for generatlon customers. By applying the CTC proposed by PP&L in its

-+ yestructuring plan (which is restricted by the rate cap) through the yéar

. -2005, PP&L anticipates collectlng approx;mately $4 bllllon of ‘its stranded

 tosts. Based on these projections, the remaining $600 million would be

. reflected as lower cash flow to PP&L after the tran51tlon perlcd than wquld

";have accurred Wlth cont lnued reguleted rates. , , :

',Cholce. ‘Act. In its restructuring plan, PPiL described its extensxve'~t-
. efforts to mitigate its stranded costs,,resultlng in a reducﬁlon in 1ts;’
'~stranded cest clalm of over $1 billion. o Lt e

In thls regard '1t should B noted that PP&L's stranded cost clalm

- iincluded in the restructuring plan is based on a projection of future

" market prices and assumes a significant portlen of PR&L's stranded: cnsts; S
- will be recovered by way of 1ncreased market prices for'electr1c1ty; ‘This
' increase may or may not occur.  To the extent that <The nar.et price of

electricity ‘doeg not increase as _projected, or other pregectxons such as;fw
future sales levels do not actually oCcur, PP&L could experlence a greaterk»'

“, non~recovery of‘stranded,cests.,

-,-—'Il; :




¥ : g
P - g - ;
3 ’

If the PUC permits full recovery of PPiL's stranded costs, including
full recovery of all regulatory assets and above-market NUG costs over the
transition perlcd, PP&L, estimates that its net 1ncome over the transition
period would be reduced by about 5%.

waever, the PUC may make adjustments to components or assumptions
included in the restructuring plan that could have an adverse effect on the
amount of the CTC or the categories of gtranded costs that are recoverable

- through the CTC. As a result of these uncertainties, PP&L cannot determine

whether and to what extent it may be subject to a write~off or a reduction
“in earnings until the PUC issues an order with respect to the restructuring
plan. Based on the substantial amounts involved in the restructuring. plan,
should PP&L be required to incur a write-off, it could be material in

amount. Accordlngly, PP&L is unable to predict the ultimate effect of the

. Customer Choice Act or the PUC's disposition of the restructurlng plan on
its financial position, results of operation or its need to issue
securities to meet future capital requirements.

_ Finally, the Customer Choice Act permits the issuance of "transition
bonds" securitized by CTC revenues to finance the payment of stranded

Lcosts. PP&L is still considering whether to seek to securitize some

portlon of its stranded cost claim, which would regquire the approval of the
PUC in a qualified rate order.

In a related matter, a Pennsylvanla state senator and two consumer

groups in March 1997 filed a suit in Pennsylvanla Commonwealth Court
challeng;ng-the constltutlonallty of the Customer Choice Act.

3, Accounting for the Effects of Certain Types of Regulation

PP&L believes that the Customer Choice Act establishes a definitive
transition to market-based pricing for electric generation. This
‘transition includes cost-of-service based ratemaking during the transition
period. In addition, PP&L‘'s stranded costs will be collected through a
non«hYpassable cTC. Based on this structure, PP&L believes it will
. continué to meet the requirements of SFAS No. 71 through the transition

perlod‘ '

PP&L is aware that the SEC has begun inquiries regardlng the
‘ approprxateness of the continued appllcatlon of SFAS No. 71 by utilities in
states that have enacted restructuring legislation similar to the Customer

Choice Act. As discussed above, PP&L believes it currently meets and will
contihue *to meet the requirements to apply SFAS No. 71 during the

- transition period. In the event that the SEC concludes that the current
regulatory and legal framework in Pennsylvania no longer meets the
requirements to apply SFAS No. 71 to the generation business, PP&L would

reevaluate the impact on its financial statements, and a material write-off
could occur. The FASB's Emerging Issues Task Force is scheduled to address
the issue of whether SFAS 71 should continue to apply to utilities in
~,states that have enacted restructuring legislatiodn.

, GlVen the current regulatory environment, PP&L's electric transmission

“and distribution businesses are expected to remain regulated and, as a
result, the provisions of SFAS No. 71 -should continue to apply to those
busxnessas. ‘ ) :
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4;"Rate Matters
Appeal of Base Rate Case

. Reference is made to PP&L Resources' and PP&L's Annual Report to the
SEC on Form 10-K for the year ended December 31, 1996 regarding the PUC
Decision. The OCA has appealed certain aspects of the PUC Decision to the
Commonwealth Court. PP&L cannot predict the final ocutcome of this matter.

FERC - Major Utility Rates

 In January 1996, PP&L filed a request with the FERC to incorporate a
 change in the method of calculating depreciation under its contracts with
' four major electric utility custemers (Atlantic, BG&E, JCP&L, and UGI) »
. PP&l ‘also sought to increase the charges to those customers for nuclear
 decommissioning costs. This case was settled in principle with the four
customers in January 1997, under terms which would have no material effect
. on PPEL.  This settlement is currently pending before the TFERC for
- approval. : ' T : , o .

5. Sales to Other Major Electric Utilities

; . In March 1996, the New Jersey Board of Public Utilities approved an
agreement between PP&L and JCP&L, under which PP&L will provide JCPEL with
150,000 kilowatts of -capacity credits and energy from June 1997 through May
1998, 200,000 kilowatts from June 1998 through May 1989 and 300,000
kilowatts from June 1999 through May 2004. Prices under the new - agreement
are based on a predetermined reservation rate that escalates over time,
_plus an energy component based on PP&L's actual fuel-related costs. FERC.
- acceptance of the contract is expected in mid-1997. L : .

e In March 1997, PP&L reached a new agreement with GPU Energy for
installed capacity credit sales for up to 200,000 kilowatts from July 1997

- through December 1998, and in April 1997 PP&L signed a new agreement with
‘Atlantic Electric for installed capacity credit sales for up to 25,000

kilowatts from June 1997 through May 1998.
6. Fiﬁancial~1nsttumentsf

~ The carrying amount and fair value of financial investments decreased
by $55 million from December 31, 1996 to March 31, 1987, largely due to the

liquidation of long-term investments to make funds more readily availahle,“"

~ for future investing activities. The carrying amount and fair value of
~cash and cash equivalents decreased $29 million for the same period due to
~the use of funds to retire long-term' debt. SR s :

7. Credit Arrangements and Finmancing Activity

T From January through April 1997, PP&L Resources cbtained $33 million
| from sales of common stock through the DRIP. ' : R

~ On April 1, 1997, PP&L redeemed $210 million principal amount of four
series of first mortgage bonds. Three of the series of first mortgage
bonds were redeemed under the maintenance and replacement fund provisions
"of these bonds. These series of bonds consisted of $40 million prineipal
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amount of the 7% series due 1999; $60 million principal amount of the
7-1/4% series due 2001; and $80 million principal amount of the 7~1/2%
series due 2003. The fourth series, $30 million principal amount of the 6=
3/4% series due 1997, was redeemed under the optlonal redemption provisions

~of that series. The funds for these redemptions were reguired to be made

avazlable £o the Trustee on March 31, 1997.

In Aprll 1987, PP&L instituted a short-term bond program in order to
meet certain short=term working capital requirements and to accomplish
other corporate purposes. Under this program, up to $800 million of short-
term bonds (hav1ng maturities not in excess of sixty days) may be issued
from time to time, with no more than $150 million of such bonds outstandlng

“at any one time.

PP&L Resources acgquired 79.02% of the outstanding. preferred stock,oﬁ
PP&L in a tender offer between March 3 and April 4, 1997. PP&L Rgsources
acguired 52.58% of the 4-1/2% Preferred Stock and 82. 42% of the Series
Preferred Stock. By obtalnlng a majority of the 4-1/2% Preferred Stock and
a majority of the combined amcunt of the 4-1/2% Preferred Stock and Series

 Preferred stock, PP&L Resources will be able to waive certain restrictive
r‘prcv151cns in the terms of the 4~1/2% Preferred Stock and Series Preferred

Steck, including limitations contained in PP&L's Articles of Incorporatlon
on PPEL's ability +to increase the authorized number of any series of
Preferred Stock, merge or consolidate with other corporations, issue senior
stock, issue unsecured debt and issue additional shares of the Series

~ Preferred Stodk.k

- To provide financing for a portion of this tender offer, PP&L, in
Apr;l 1997, arranged for the issuance by a Delaware statutory business
trust, PP&L Capital Trust, of $100 million of Trust Orlglnated Preferred
Securities to the public at $25 per share, to provide investors with a

yield of 8,20%. These Preferred Securities were backed by Subordinated

Dehentures of PP&L issued to the Trust, and PP&L guaranteed all of the

- Trust's obligations under the Preferred Securities. The proceeds of the

sale of these Preferred Securities were loaned by PP&L to PP&L Resources
for the tender offer.

8. Commitments and Contingent Liabilities

There have been no material changes related to PP&L Rescurcés* or

~ PP&L's commitments and contingent liabilities since the companies filed
. their jeoint 1996 Form 10-K, except for the discussion below regarding lcan,

guarantees of affiliated companies and source of 1abor-supply

For discussion pertalnlng‘ to PP&L ResourcebJ and PP&L's financing
natters, seea FlnanCLal Note 7.

Nuclear Insiirance

PP&L is a member of certain insurance programs which provide coverage
for property damage to members' nuclear generating stations. Facilities at
the Susquehanna station are insured agalnst property damage losses up to
$2.7% billion under these programs. PP&L is also a member of an insurance
program-which provides insurance coverage for the cost of replacement power

fdurlng‘ prolonged outages of nuclear units caused by certain specified
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eonditions. Under the property. and replacement power lnsurance prcgrams,
- PP&L could be assessed retrcactlve premiums in the event of the  insurers!

adverse loss experience. The maximum amount PP&L could be assessed unﬁer

v these programs at March 31, 1997 was about $36 mllllon.:

 PPSL's publlc llablllty for clalms resultxng from a nuclear 1nc1dent

fkat the Susquehanna station = is limited to about $8.9 billion under

provisions of The Price Anderson Amendments Act of 1988. PP&L is protected

against this liability by a combination of commercial insurance and an .
“industry assessment program. In the event of a nuclear incident at any of
the reactors covered by The Price aAnderson Amendments Act of 1988, PPEL
could be assessed up to $151 million per incident, payable at a rate of 320,"

mllllon per year, plus an addltlonal 5% surcharge, if appllcable.,

fEnv;rcnmental Matters

fAir '

~ The Clean Adr Act deals, in part, with acid rain, attainment of

 federal ambient ozone standards and toxic air emissions. PP&L has complied
~ with the Phase I acid rain provisions required to be implemented by 1995 by
«1nstalllng continuots emission monitors on all units, burnlng lewer sulfur
- coal and installing low nltrogen ox1de bﬁrners on certain units. To comply .
- with the year 2000 acid rain provisions, PP&L plans “to purchase ~lower
“sulfur coal and use banked or purchased emission allowances 1nstead of
: 1nsta1i1ng FGD on 1ts wholly-owned ﬁnlts.v .

PP&L has met the 1n1t1al ambient ozone requlrements in Title of the

. ‘Clean Air Act by reducing nitrogen oxide emissions by 40% through the use
- of low nitrogen oxide burners. Further seasonal ({i.e., 5 month) nitrogen
' oxide reductions to 55% and 75% of pre-Clean Air Act levels for 1999 and

2003, respect1Vely, are spec1f1ed ‘under the Northeast Ozone Transport

- Region*s Memorandum of'Understandlng.

- The Clean Air Act requires the EPA to study the health effects of'
- hazardous air emissions from power plants and other sources.  In this
ragard, in November 1996 the EPA proposed new national standards for

ambient levels -of ground-level ozone and fine partxculates. The new

‘standards, if 1mplemented, may result in the EPA mandating additional NOy
and S0y reductions from utility boilers in the 2005-2010 timeframe. NOy
“reductions to meet the new ozone standard are likely to be in the range of
. the 75% seasonal NOy reductions that already are required for PP&L under
the Memorandum of Understanding in 2003 and beyond. However, to meet the

new fine partlculate standards, . the EPA may mandate additional soz
reductions significantly greater than those now planned for the acid rain

. program and extend the NOy reductions requlred by the Memorandum of'ﬁ‘
 Understand1ng from seasonal to year-round.. R

o Expend;tures to meet the year 1999 Memorandum iof ﬁnderstan&;ng )

requirements —are ‘included in the table of pro;ected construction

~expenditures in the Review of the Financial Condition and Results of
Operations under the caption "Financial Conditien = <Capital Expenditure
Reguirements® on page 32 of the 1996 Form 10-K. PP&L currently estimates
. that additional capital expendltures and operating costs for env1ronmental‘
‘compllance under the Clean Air Act will be incurred beyond 2001 in amounts;

Wthh are not now determinable but could be material.
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Water and Residual Waste

DEP residual waste regulations reguire PP&L to obtain penn:q.ts for
exlstlng ash basgins at all of its coal~fired generating stations as
disposal facilities. Ash basins that cannot be permitted are required to
close by July 1997. Any groundwater contamination caused by the basins
must also be addressed. Any new ash dlsposal facility must meet the rigid
siting and design standards set forth in the regulatlons. To address these
DEP regulations, PP&L is moving forward with plans to 1nstall dry fly ash
‘handling systems at its power stations.

Groundwater degradatlon related to fuel oil leakage from underground
facilities and seepage from coal refuse disposal areas and coal storage
piles has been identified at several PPAL generatlng stations. Remedial
work 15 substantlally completed at two generating stations. At this time,
there is no indication that remedial work will be regquired at other PP&L
generatlng statlons,k

The current Montour station NPDES permit and propcsed Holtwood station
- NPDES permit c¢ortain str;ngent limits for certain toxic metals and
- increased monltorlnq redquirenents. Depending on the results of toxic

reduction studies in progress, addltlonal water treatment facilities may be
needed at these stations.

Capital expenditures through the year 2001 to comply w1th the residual
- waste rEQulatlons, correct groundwater degradation at fossil-fueled
generatlnq stations, and address waste water control at PP&L facilities are
included in the table of construction expenditures in the Review of the
~ Financial Condition and Results of Operations under the caption "Financial

Condition = Capztal Expenditure Requirements" on page 32 of the 1996 Form
L 10=K. In this regard, PP&L currently estimates that $12 million of
additional capital expendltures may be required in the next four years and
- $67 million of additional capital expenditures could be required beyond the

‘year 2001. = Actions taken to correct groundwater degradation, to comply
with the DEP's requlatlons and to address waste water control are also
expected to result in increased operating costs in amounts which are not
,now determinable but could be material. :

Su‘erfunduand(Other.Remedlatlon

PP&4L has signed a consent order with the DEP to address a number of
Sites where PP&L may be liable for remediation of contamination. This may
include potential PCB contamination at certain PP&l. substations and pole
sites; potential contamination at a number of coal gas. manufacturzng
facilities formerly owned and operated by PP&L; and oil or other
contamination which may exist at some of PP&L's former generating
facilities.

At March 31, 1997, PP&L: had accrued $10 million, IEpresentlng the
amount PP&L can reasonably estimate it will have to spend to remediate
sites involving the removal of hazardous or toxic substances including

~those covered by the consent order mentlcned above. Future c¢leahup  or
remediation work at sites currently under review, or at sites not currently
identified, may result in material additional operatlng costs which PP&L
: cannotg estlmate\ at this time. In addition, certain federal and state
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ﬁ.statutes, xncludlnq SUperfund and the Pennsylvanla Hazardous ‘Sites Cleanup =
- Act, empower certain governmental agencies, such as the EPA and the DEP, to
- seek compensation from the responsible parties for the lost value of

damaged natural resources. The EPA and the DEP may file such compensation

claims against the parties, including PP&L, held respohszble for cleanup of
'such sites. Such natural resource damage clalms against PP&L could result ‘
< in materlal addltlonal llabllltles. , :

OthertEnv1ronmenta1HMatters
In additien to the issues discussed  above, PP&L may be requlred to

‘modify, replace or cease operating certain facilities to comply with other
.statutes, regqulations and actions by regulatory bodies or courts 1nvolv1ng‘

environmental matters, including the areas of water and air quality,

n'~rhazardOUS and solid waste handling and disposal, toxic substances and

" electric and magnetac fields. In this regard, PP&L alsoc may incur capital
;expendltures, operating expenses and other costs in amonnts whlch are not . - |

now determmnable, but may be material,

. Loan Guarantees of Affiliated Companies

PMDC. has provided a parental quarantee of a subsldxary s pro rata

" rshare of the outstanding portion of certain debt issuances of an investee.

At March 31, 1997, $14 million of such loans were guaranteed by PMDC. The

 ‘amount of debt guaranteed by PMDC is expected to grow to $19 million as the
,rlnvestee draws down the balance of its debt faclllty. : : Saml %

In ‘addition, Spectrum has a $1 mllllon line of credit, which  is

~,»~guaranteed by PP&L Rescurces.

'Emplbyee,nelations

At March 31, 1997, PP&L had a total of 6, 389 fullwtlme employees.'

«képproxlmately 65 percent of these employees are reprasented by the IBEW.

The existing three-year agreement with the IBEW will expire in May 1997.

In Aprll 1997, PP&L and the IBEW tentatively agreed to extend all o
‘provisions of the current labor agreement through May 1998. The process by

which the IBEW has asked its membership to ratlfy ‘this extensxon agreement

: w1ll contlnue through mld-May 1897.

9. Naw Accounting standaras

In February, the FASB 1ssued SFAS 128, Earnings Per Share,-and'SFAS'

129, Disclosure of Information about Capltal Structure, both of which are

effective for financial statements issued for perlods ending after December
.15, 1997. The adoption of these statements is not expected to have a
:,SLgnlficant 1mpact on PP&L Resources' or PP&L's financial statements. :
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- Item 2. Management's Discussion and Analysis of

Financial Condition and Results of Operations

Certain  statements contained in this Form 10-Q concerning
expectations, beliefs, plans, objectives, goals, strategies, future events

‘or performance and underlying assumptions and other statements which are
~other than statements of historical facts, are "forward-looking statements"

within the meaning of the federal securities laws. Although PP&L Resources
and PP&L believe that the expectations reflected in these statements are
reasonable, there can be no assurance that these expectations will prove to
have been correct. These forward-looking statements involve a number of

risks and uncertainties, and actual results may differ materially from the

results discussed in the forward-looking statements. The following are
among the dimportant factors that could cause actual results to differ
materially from the forward*looklng statements: state and federal

regulatory treatment, especially the PUC's disposition of PP&L's April 1,

1597 restructurlng filing; new state or federal legislation; national or

'regmonal economic conditions; weather variations affecting customer usage;

competition in retail and wholesale power markets; the need for and effect
of any business or 1ndustry~ restructuring; PP&L Resources' and PP&L's

~prof1tab111ty “and  liguidity; new accounting requirements or new
;1nterpretat10ns or appllcatlons of existing requlrements, system conditions

and operatlng costs; perfcrmance of new ventures; political, regulatory or
economic conditions in forelgn countries; -exchange ratesi: and PP&L
Resources! and PP&L's commitments and liabilities. Any such forward-

: looklng statements should be considered in light of such important factors

and in conjunction with PP&L Resources' and PP&L'S other documents on file

with the SEC.

The financial condition and results of operatlons of PP&L are
currently the principal factors affecting the financial condition and
results of operations of PP&L Resources. All fluctuations, unless
specifically noted, are primarily due to activities of PP&L. A1l
nonutility operating transactions are included in YOther Income and
Deductions -~ Net" on the PP&L Resources' Consolidated Statement of Income.

‘This discussion should be read in conjunction with the section entitled
YReview of the Financial Condition and Results of Operations of PP&L

Resources, Inc. and Pennsylvania Power & Light Company” in PP&L Resocurces'
and PP&L's Annual ‘Repart, to the SEC on Form 10-K for the year ended

~ December 31, 1996.

Terms and abbreviations appearing in Management's Discussion and

Analysis of Financial Condition and Results of Operations are explained in
the glossary.

Results of Operations

The following explains material changes in principal items on the
consolidated Statement of Income comparing the three months ended March 31,
1997 to the comparable period ended March 31, 1996.

The Consolidated Statement of Income reflects <the results of past
operations and is not intended as any representation of the results of
future operatlcns. Future results of operations will necessarily be
affected by various and diverse factors and developments. Because results
for irnterim periods can be disproportionately influenced by various factors




  !attributable,tc the following:

‘Electrlc energy sales

. *
[ oy

Mand developments and by seasonal varlatlons, the results of operatlons for .

interim perlads are not necessarily indicative of results or trends for the"
year. ‘ v

Earnings

Comparlson of Earnlngs ;
:  Three Months Fnded March 31,

; 1997 1996
Earnlngs per share - excludlng , ; . o

weather variances 876 - $.69

' Weather impact =~ billed sales (.04) .04

Earnings per share - reported o 8.72 $.73

Earnlngs‘per share, excluding the effects of'weather on billed sales,

blmprDVed by $.07 for the three months ended March 31, 1997 when comparéd_ 7

with the same period in 1996. Earnings 1mprovement,fexc1ud1ng weather, was
prlmarlly dUe to the followlng' ; : S ‘ :
Three Months Ended
March 31, 1997 vs
~ March 31, 1996

Higher net unbilled revenues, primarily

- due to weather impacts on unbilled sales - $ .03
“Reduction in earnings due to the phase=down : «
of the contract with JCP&L ; (-03)
Higher PMDC earnings, primarily from SWEB .03

~ Increased sales of reservation of electrical

output to other utilities and a reduction’
in other cperatlng costs o .04

: The reduction in contractual bulk power sales to JCP&L and other major
utilities will continue to adversely affect earnings over the next few

~years. PP&L has increased its efforts to sell thls returnlng energy and

capacity on the open market. .
In addltlon, the Customer Choice Act enacted to restructure the

‘state’s electric utility industry to create retall access to a competitive
market for generatlon of electricity, could have a major impact on the

fature finhancial performance of PP&L. See "PUC Restructuring Filing" for
additional information. L , SR ST

/kElectrlc;Energy sales

The - increases (decreases§' in PP&L's electric energy sales Were‘

Three Months Ended

March 31, 1997 vs
March 31, 1996
(Millions of Kwh)

Residential ; i (367)

commercial ' : (64)

. Industrial ; 106
Other (1nclud1ng UeEI) : .{a8)

. System sales . (373)

- Sales to other utilities R 717
- PJM energy sales (278)
Total - ; ' ; —_ b6
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Systenm, or service area, sales weére 9.2 bllllon kwh for the three
nonths ended March 31, 1997, a decrease of 373 million KWH, or 3.9% from
the three months ended March 31, 1996. The decrease was primarily due to
milder than normal weather during the first quarter of 1997 as compared to
1996. If normal weather conditions had been experienced in the first
gquarter of both 1996 and 1997, system sales for 1997 would have 1ncreased
by about 39 million kwh, or 0.4% over 1996.

»

‘Sales to other utilities were 3.4 billion kwh in the first quarter of
1997, an increase of 717 million kwh, or 26.8% from the same period of
1996, desplte a reduction in PP&L's contractual bulk power sales to JCP&L.
These increases were primarily the result of an overall increased éemphasis
- on bilateral sales to other utilities and wholesale customers on the open

market.

Sales to PUM in the first quarter of 1997 decreased by 278 million
kwh, or 78.3%, from the first quarter of 1996. These lower PJM sales are
primarily the result of an increase ln direct sales to other utllltles and
wholesale customers. ;

VPUc_Restructnxing Filing

In December 1996, Pennsylvania enacted the Customer Choice Act to
restructure its electric utility industry in order to create retail access
~to a competitive market for the generatlon of electricity. In accordance
with that legislation, PP&L filed its restructuring plan with the PUC on
April 1, 1997. The .PUC. is requlred to take action on PP&L's filing by
January 1998.

Under the Customer Choice Act, the PUC is authorlzed to determlne the
amount of PP&L's stranded costs to be recovered through a non-bypassable
competitive tran51tlon charge (CTC) *to be pald by all PUC~jur1sd1ctlonal
customers who receive transmlsslon and distribution service from PP&L.
Stranded costs are defined in the Customer Choice Act as ‘“generation-
related costs... which would have been recoverable under a requlated
- environment but which may not be recoverable in a competitive generation
- market and which the PUC determines will remain following mitigation by the
electrlc utility."

PP&L's: restructurlng plan includes a claim of $4.6 billion for
stranded costs. Pursuant to the Customéer Choice Act, this claim is
comprised of the folloWlng categories:

1. Net plant investments and costs attributable to existing
generatlbn plants and facilities, disposal of spent nuclear fuel,
retirement costs attributable to ex1st1ng generating plants and
employee~related transition costs: »

2. Prudently incurred costs related to the cancellation, buyout,
buydewn or renegotiation of NUG contracts; and

: 3. Regulatory assets and other deferred charges typically
recoverable under current regulatory practlce and cost obligations
under PUC=approved contracts with NUGs.

The following are the components of PP&L's stranded cost ¢laim:




Nuclear Geheration(a) | $2,852

Fossil Generation(a) ol 718
NUG Contracts : 657
Requlatory Assets ...384
‘ ' ' $4,611

(a) Includes deferred income taxes related to generation assets.

In determlnlng the apprcprlate amount of stranded cost recoVery,;the

’kCUstomer CHoice Act requires the PUC to consider the extent to which an
. electric utility has taken steps to mitigate stranded costs by appropriate
_means that are reasonable under the circumstances. Mltlgatlon efforts

undertaken over time prior 6 the enactment of the Customer Choice Act are

Choice Act. In its restructuring plan, PP&L described its extensive

- efforts to mitigate its stranded costs, resultlng in a reduction in its
- stranded cost claim of over $1 billion. , :

. : The ultimate 1mpact of the Customer Choice Act on PP&L'S flnanc1al -
- health wall depend on numerous factors, including:

: 1. The amount of stranded cost recovery appréved by the UC, the
PUC's overall treatment of PP&L's filing and the effect of the rate cap

imposed under the prchsmons of the Customer Ch01ce Act'
2; ‘The actual market price of elect*1c1ty over the tran51tlon parlcd,

3.  Future sales lavels; and

4. The extent to which the requlatory framework establlshed by the
' Customer Choice Act will contlnue to be applied. ‘

- to be considered of equal 1mportance by the PUC in determining an electric
utility*s stranded costs as actions taken after the passage of the Customer

Under the Customer Ch01ce Act, PP&L's ratesﬁ to PUc—jurlsdlctional"

customers are capped at the level in effect on January 1, 1997 through mid-

2001 for transmission and distribution services and through the year 2005
“for generatlon customers. . By applying the CTC proposed by PP&L in its

restructuring plan (which is restricted by the rate cap) through the year

reflected as lower cash flow to PP&L after the transition perlod than would

'~ have occurred with contlnucd ‘regulated rates.

“In this regard, it should be noted that PP&L's stranded cost clalm

inciluded in the restructuring plan is based on a projection of future

2005, PP&L anticipates collectlng approx;mately $4 billion of its stranded
costs. Based on these projections, the remaining $600 million would be

market prices and assumes a significant portion of PP&L's stranded costs :

will be recovered by way of increased market prices for electrieity. This

increase may or may not occur. To the éxtent that the market price of
electricity does not increase as projected, or other projectlons such as

future sales levels do not actnally occur, PP&L could experience a greater

non-recovery of stranded costs.

» If the PUC permxts full recovery of PPEL'S stranded costs, including
fuil recovery of all regulatory assets and above-market NUG costs over the

transition period, PP&L estimates that its net income over the tran51t10n
period would be reduced by about 5%. :
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. However, the PUC ma,make adjustnents to co’mpgents or assumptions

" included in the restructuring plan that could have an adverse effect on the

amount of the CTC or the categories of stranded costs that are recoverable

~through the CTC. As a result of these uncertainties, PP&L cannot determine
- whether and to what extent it may be subject to a write~off or a reduction

in earnings until the PUC issues an order with respect to the restructuring
plan. Based on the substantial amounts involved in the restructuring plan,
should PP&L be required to incur a write-off, it could be material in
amount. - Accordingly, PP&L is unable to predict the ultimate effect of the
Customer Choice Act or the PUC's disposition of the restructuring plan on
its financial position, results of operation or its need to issue
securities to meet future capital requirements. :

Finally, the Customer Choice Act permits the issuance of "transition

 bonds" securitized by CTIC revenues to finance the payment of stranded

costs. PP&L is still considering whether to seek to securitize some
portion of its stranded cost claim, which would require the approval of the

PUC in a gualified rate order.

In a related matter, a Pennsylvania state senator and two consumer
groups -in March 1997 filed a suit in Pennsylvania Commonwealth Court

‘challenging the constitutionality of the Customer Choice Act.

Rate Matters

_ Reference is made to PP&L Resources' and PP&L'S Annual Report to the
SEC on Form 10-K for the year ended December 31, 1996 regarding the PUC
Decision. The OCA has appealed certain aspects of the PUC Decision to the

Commonwealth Court. PP&L cannot predict the final outcome of this matter.

In January 1996, PP&L filed a request'with the FERC to incorporate a

- change in the method of calculating depreciation under its contracts with

four major electric utility customers (Atlantic, BGS&E, JCP&L, and UGI).
PP&L also sought to increase the charges to those customers for nuclsar

‘decomnissioning costs. This case was settled in principle with the four

customers in January 1997, under terms which would have no material effect

-~ on  PP&L. This settlement is currently pending before the FERC for

approval.

Fuel Expense.

Fuel expense for the three months ended March 31, 1997 decreased 3$13
million from the comparable period in 1996. The decrease was primarily due
to lower generation at the Martins Creek oil/gas fired units as well as
Susquehanna SES. The Martins Creek units were in lower demand in the first
quarter of 1997, due to mild weather. Susquehanna's generation was down

due to the planned Unit 2 refueling outage and the forced outage of Unit 1.

The lower fuel costs, resulting from lower generation, were partially
offset by higher fuel prices for all units.

Power Purchases

Purchased power increased $25 million over the comparable period in
1996. The increase was primarily due to (i) greater quantities of power
purchased from PJM and other utilities to meet planned and unplanned
outages at Susquehanna SES, and (ii) attractive market prices for. energy.
The increase was partially offset by lower purchases from non-utility
generating companies due to PP&L's buyout of the contract with Continental
Enexrgy Associates. ~ ‘
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v Other iﬁcqméland.deductibns increased by $6 million for PP&L Respurcgs
for the three months ended March 31, 1997 from the comparable period in-

uuuuu

' 1996. This increase resulted primarily from a $5 million improvement in .
PMDC's net income. = PMDC's earnings for the guarter ended March 31, 1997

are higher than the quarter ended March 31, 1996, largely due to the
acquisition of an interest in SWEB in July 1996. ot : .

- Financial condition

- Financing Activities

‘The following financings have occurred to date in 1997

o From January through April 1997, PP&L Resources obtained $33

million from sales of common stock through the DRIP.

o on April 1, 1997, PP&L redeemed $210 million principal amount of
four series of first mortgage bonds. ' ; S

o PP&L.ResourceS'obtained 79.02% of the outstanding'preferred‘stock
- of PP&L pursuant to a tender offer conducted ip March and April.

o To provide financing for a portion of this tender offer, PP&L

issued preferred securities through a Delaware statutory business

trust, PP&L Capital Trust.  Specifically, in April 3997, PP&L
arranged for the Trust to issue $100 million of Trust Originated
preferred Securities to the public at $25 per share, to provide
- investors with a yield of 8.20%. These Preferred Securities were
backed by Subordinated Debentures issued by PP&L to the Trust.

Refer tg' Financial Note 7 for additional information.

kFinancing'and Liquiﬁity

_ The change in cash and cash equivaients'for the three months'endea: 
March 31, 1997 decredsed $31 million for PP&L Resources from the comparable

 period in 1996. This reflects an $18 million decrease in cash provided by
operating activities. This decrease was also due to a $67 million increase.

*

in cash used in financing activities partially offset by a $54 million
deerease in cash used in investing activities. The increase in cash used

in financing activities was due to funds made available for the retirement
of $210 million of long-term debt in 1997 partially offset by a $143
million increase in short-term debt in 1997 from 1996. The decrease in
cash used in investing activities was due to several  subsidiaries

liquidating long-term investments to make funds more readily available for

future investing activities.

VPP&L‘s pr.ojeéted internally generated funds would be sﬁfficient t;o‘ <
permit PP&L to retire about $550 million of its long~-term debt during 1998-
2001. : L : = S e

 putside financing, in amounts not currently determinable, or the

liquidation of certain financial investments, may be resuired over the next

five years to finance investment opportunities in worldwide power projects

"‘-23"‘
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&'Un::egﬁlataa Investments

PMDC continues to pursue opportunities to develop and acquire electric
generation, transmission and distribution facilities in the United States
and abroad. :

As of March 31, 1997, PMDC had investments and commitments in the
amount of approximately $370 million in distribution, transmission and
‘generation facilities in the United Kingdom, Bolivia, Peru, Argentina,
Spain, Portugal and Chile. PMDC's principal investment to date is its 25
‘percent interest in SWEB, a British regional electric utility company, for
approximately $189 million. : .

. PMDC has executed a Share Purchase Agreement pursuant to which PMDC
will purchase a 25.05 percent interest in Emel for approximately $120
million. Emel is a Chilean holding company that has majority interests in
six electric distribution companies located in Chile and Bolivia. Emel's
electric distribution company holdings make it the third largest

 distributor of electricity in Chile and the second largest in Bolivia,

serving a total of 535,000 customers in those countries. Contemporaneously
with financial closing, which is anticipated to occur in August 1997, PMDC
will enter into a shareholders' agreement that will enable PMDC and another
major shareholder, Las Espigas Group, to control the action taken with
respect to matters brought before Emel's board of directors. Financial
closing remains subject to certain regulatory and third party approvals,

and the outcome of a thirty-day "pre-emptive rights" period during which

. Bmel's existing shareholders will be entitled to purchase the shares in

~ Emel that PMDC intends to acquire. The $120 million purchase price is

included in the $370 million of investments and commitments discussed

above. :

. PP&L Resources' other unregulated subsidiary, Spectrum, offers energy-
related products and services to PP&L's existing customers and to others
outside of PP&L's service territory. Other subsidiaries may be formed by
PP&L Resources to take advantage of new business opportunities.

. commitments and Contingent Liabilities

There have been no material changes related to PP&L Resources' or
PP&L's commitments and contingent liabilities since the companies filed -
their joint 1996 Form 10~K, except for the discussions in Financial Note 8
-— “Commitments and Contingent Liabilities" regarding loan guarantees of .

*

 arffiliated companies and source of labor supply.

Increasing Competition
~ packground

. The electric utility industry has experienced and will continue to
experience a significant increase in the level of competition in the energy

~supply market. PP&L has publicly expressed its support for full customer

choice of electricity suppliers for all customer classes. PP&L is actively
invelved in efforts at both the state and federal levels to encourage a
smooth transition to full competition. PP&L believes that this transition
to full competition should provide for the recovery of a utility's stranded
costs, which are generation-related costs that traditionally K would be
recoverable in a requlated environment, but which may not be recoverable in
a competitive electric generation market.
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___ Reference is made to "PUC Restructuring Filing" for a discussion of
PP&L's April 1, 1997 filing pursuant to the Customer Choice Act. :

In response to a July 1996 PUC Report on achieving retail competition
in Pennsylvania, PP&L in October 1996 voluntarily filed for PUC approval of
~a retail access- pilot program. In January 1997, the PUC issued final
~guidelines for pilot programs.  Those guidelines required each major
_electric utility in Pennsylvania to file a proposed pilot program in

accordance with the guidelines by March 1, 1997.

On February 28, 1997, PP&L submitted a revised retail access pilot

* program in-accordance with the applicable provisions of the Customer Choice

Act and the PUC's guidelines.  Under its pilot program, approximately
54,000 PP&L residential, commercial and industrial ‘customers ~=
representing about 5% of PP&L's average annual peak load -- will have an
opportunity to purchase energy and capacity from alternative suppliers.
PP&L will provide all transmission and distribution, customer service and ,
back-up energy supply services to  participating customers. ‘- Only those
alternative suppliers licensed by the PUC and in compliance with the state
tax obligations set forth in the Customer Choice Act may participate in the
pilot programs. o L : ~

On May 9, 1997, the PUC issued an order approving and revising PP&L's
 proposed pilot pregram.  Comments regarding the PUC's proposed revisions
- must be filed by May 22, 1997. PP&L currently is reviewing this order and
- plans to file comments.  The PUC is expected to conduct hearings on this
; In addition, in April 1997 PpP&L filed an application with the PUC for
a license to act as an electric generation supplier. .= Approval of this
application will permit PP&L to participate in the various retail access
pilot programs of other Pennsylvania utilities presently under review by
the PUC. , v

Federal Activities

Legislation has been introduced in the U.S. Congress that would give

~all retail customers the right to choose amOng‘competitive'suppliers of

electricity as early as 2000.

- In addition, in April 1996 the FERC adopted rules on competition in
the wholesale electricity market primarily dealing with open access to
transmission lines, recovery of stranded costs, and information systems for
‘displaying available transmission capability (FERC Orders 888 and 889) .

These rules required all electric utilities to file open access

transmission tariffs by July 9, 1996. The tariffs had to’ offer point-to-
point and network services, as well as ancillary services. “A utility had
to offer these services to all eligible wholesale customers on a basis
comparable to the services the utility provides to itself. A utility must
“take service under its open access transmission tariff for its own
wholesale sales and purchases. The rules do not abrogate -existing
- transmission agreements. ' e : i
-~ The rules. also provide that utilities are entitled to recover from
- their wholesale customers all "legitimate, verifiable, prudently incurred
‘stranded costs." The FERC has provided recovery mechanisms for wholesale
- stranded costs, including stranded costs resulting from municipalization.
~ 25 = ‘
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Wholésale contracts sigig: after July .11, 1994 stt contain explicit

provisions addressing recovery of stranded costs. For contracts signed

before that date, a utility may seek recovery if it can show that it had a

reasonable expectation of continuing to serve the customer after the
contract term. '
The'rules further required that power pools file pool-wide open access
transmission ‘tariffs and modified bilateral coordination agreements
reflecting the removal of discriminatory provisions by December 31, 1996

and implement such tariffs and agreements by March 1, 1997. In addition,

utilities had to separate their transmission and power marketing functions,
and implement an electronic bulletin board for transmission capacity

Ainformation by January 3, 1997.  Finally, utilities were required to
““unbundle®,” or separately state, the transmission charges contained within

certain tariffs and bilateral coordination sales agreements.

In July 1996, PP&L filed the open access transmission tariff required

-by FER¢ Orcder 888. Under the new FERC rules, that tariff became effective

on July 9, 1996, subject to refund. The non-rate terms and conditions of

that tariff have been accepted by FERC. Several parties moved to intervene
~and protested the new rates, and the FERC has not issued an order

concerning these rates.

- In addition, PP&L has made filings to unbundle its tariffs and certain

of its bilateral coordination sales agreements, which have been accepted by

the FERC. PP&L plans to file to unbundle certain other agreements in the

~ near future. Finally, PP&L has requested FERC approval to cancel certain

agreements which duplicate the terms and conditions now contained in PP&L's

- open access transmission tariff.

~ Under the new rules, 16 small utilities which have power supply
agreements with PP&L signed before July 11, 1994, requested and were
provided with PP&L's current estimate of its stranded costs applicable to
these customers if they were to terminate their agreements in 1999. Based
upon a formula set forth in FERC Order 888 and applicable only to wholesale

“custamers,,an& based upon data unique to the agreements between PP&IL and

these customers, PP&L estimated that the stranded costs associated with

" service to these wholesale customers would be approximately $125 million.

As a result of a protest by these parties against such recovery, hearings
are currently being conducted regarding PP&L's right to recover these

gtyranded costs.

In July 1996, all of the PIM companies, except PECO, submitted a

- comprehensive filing for FERC approval of changes to the PJM to accommodate

greater competition and broader participation. The filing would have (i)

established pool-wide transmission service tariffs to provide comparable,

open-access service for all wholesale transactions throughout PIM: (ii)
established a price-based bidding system, with the resulting regional
energy market open to all wholesale buyers and sellers of power: (iii)
created a not-for-profit corporate entity in the form of an IS0 responsible
for impartial daily management and administration of the energy market and
the transmission system; and (iv) developed an enhanced pool-wide planning

function to be administered by the ISO. In August 1996, DPECO filed a
separate PIJM restructuring proposal with the FERC, which differed
‘significantly in several areas from the other companies' filing.

-In November 1996, the FERC rejected both proposals for restructuring
the PUM. The FERC ordered the PJM companies to file a pool-wide tariff and
modified coordination agreements reflecting the removal of provisions which
the FERC considered discriminatory against non-PJM members. In December
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1996, all members onJM submitted an interim c:ompllance fillng w:.th* the, o
FERC, which proposed a pool-wide pro forma transmission tariff and a ‘
revised  interconnection agreement and transmission = owners = agreement
, designed to accommodate open, non-discriminatory partn.c:.patlon in the pool.
- “The PJIM companies currently are working with mnultiple stakeholders to

‘ develop a consensus package for the comprehens:we: restructuring of the PJM,
Wthh is expected to be flled with the FERC in May 19!97
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. , PP&L_REEOURCES; INC. AN‘D ; B
PENNSYLVANIA POWER & LIGET COMPANY AND SUBSIDIARTES

| PART II. OTHER INFORMATION |
Item 1. Tegal Proceedings .

,  Reference is made to Notes to Financial Statements for information
concerning rate matters. . ‘

~_ Reference is made to PP&L's 1996 Form 10-K for information concerning

a federal antitrust suit against PP&L by a group of fuel oil dealers in

. PP&L's service area. This suit has now been settled on terms which do not
have a material effect on PP&L. , : e

. Reference is made to PP&L's 1996 Form 10-K for information concerning
a federal antitrust suit by SER, one of the non-utility generating
companies from which PP&L purchases power under PURPA, against PP&YL, in the
“District Court for alleged improper curtailment of power purchases under
- the power purchase agreement between the parties. In May 1997, the U.S.
Court of Appeals for the Third Circuit affirmed the District Court's

‘dismissal of this suit.

Item 6. Exhibits and Reports on Form 8=K

{a) Ixhibits
27 - Financial Data Schedule
(b} Reports on Form 8-K

Report dated March 3, 1997

~Item 5. Other Events ,
 Information regarding PP&L'ReSOurCes‘ tender offer for any and

all of the outstanding 4-1/2% Preferred Stock and Series Preferred
‘Stock of PP&L. R | |
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. Glossary of Terms and Abbreviations

Atlantic - AtlaﬁtiC'Ciﬁy Eiectric'company

k‘.;BGEE - Baltlmore Gas & Electric Company

v"gﬁzane and toxic air emissions

\WECTC - Competmtlve trans;tlon charge

 w‘PP&L Resources' comimon stock and PPiL preferred stock to reinvest dlvldends
“;gln PP&L Resources' COmmon stock lnstead of receiving leldend checks ‘

"'that establlshes flnanclal accountlng and reportlng standards

, ' be purchased by publlc utzlltles ‘as required by PURPA._

,&“*CIean Air Act (Federal Clean Air Act Amendments of 1990) i leglslatlun 
 passed by Congress to address env1ronmental 15Sues lncludmng acld raln;’

fcustomer Choicc Act -: Electrlclty Generatlon',Custﬁme: 7Choiéé,Jan&’:'»”
,COmpetlt;on Act g . « L S R AEVE DR o

‘,:DEP - Pennsyxvanla Department Of Envzronmental Pnotactlon

f'fnistrzct CDurt - Uhlted states Dlstrlct Court fcr the Eastern Dlstrlct of f 1
'Pennsylvanla : : N ‘

' 7DRIP (Dlvidend Relnvestment Plan) - program aVallable ta shareowners of

ingMEL = Empresas Emel S A., a chllean electrlc dxstrlbutlon halding companyf';ﬂ 
”’}EPA - Envxrcnmental Protect;on Agency : ’ 5 S g ’ o
| fFABB (Flnanc:al Accountlng Standards Board) ?f a rulemaklng Cuganlzatioﬁ/,f f
o ‘I-‘GD - Flue gas desulfurization equ:.pment ;mstalled a't caal-f:xréd Vpower' ;
=_plants to reduce sulfur~dloxlde emlss;ons ; S o
 ;iEchf (Federal Energy Regulatory cgmmlsslon) < gbverhmenﬁ égency"thatfi
: ,requlates 1nterstate transmlSsxon and sale of electrlclty and related
: j~matters : _ ’ ‘ W e R ; BT
fiIBEw o Intexnatlonal Brotherhood of Electrzcal Workers_}‘
180 - Independent System Operator S
:  ;30P&L - Jersey Central Power & Light Company
fﬁ{fﬁchR~~ Landon Inter~Bank Offered Rate
ﬁ :Kajor util;ties - Atlantlc, BG&E and JCP&L | _
‘;;;N?DES - Natlonal Pollutant Dlscharge Ellmlnatlon System ’
” fNUG ,(Nen—Utlllty',uenerator) . generatlng‘ plant not owned by regulated'f“
o utilities. If the NUG meets certain criteria, its electrlcal cutput must-~
"OCA = Pennsylvanla Office of‘Consumer Advccate

f; PCB (Polychlorlnated Biphenyl) - additlve to oil used in certain electrlcal'7' 
: equlpment mp to the late 1970s. Now cla551f1ed as a hazardous chemlcal.r
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. *,PECO .- PECO Energy Ccm_pany.' ; ' '

BIX (Pénnsylw}an,i~é, -~ New Jersey - Maryland Interconnection AsSocikation‘) -

Mid-Atlantic power pool consisting of 11 operating electric utilities,
-~ including PP&L ‘ '

PMDC (Power Markets Development Company) -~ PP&L Resources' -unregulated

subsidiary formed to invest in and develop world-wide power markets

PP&L - Pennsylvania Power & Light Company

PP&L Resources (PP&L Resources, Inc.) = parent holding company of PP&L,
PMDC and Spectrum : , : : .

 pue (Pennsylvania Public Utility Commission) - ageney that regulates
~certain ratemaking, accounting, and operations of Pennsylvania utilities

‘PUC Decision - final order issued by the PUC on Septémber‘ 27; 1995

pertaining to PP&L's base rate case filed in December 1994

PURPA (Public Utility Regulatory Pelicies Act of 1978) - legislation passed

by Congress to encourage energy conservation, efficient use of resources '

and equitable rates

8EC - Securities and Exchange Commission

: ’BSR«*-"Schuy‘ikill Energy Resources, Inc.

SFAS (Statement of Financial Accounting Standards) - accounting and
,financial reporting rules issued by the FASB :

 8mall utilities - utilities subject to FERC jurisdiction whose billings

include base rate charges and a supplemental charge or credit for fuel

l casts over or under the levels included in base rates

Spectrum (Spectrum Energy Services Corpcration)‘ - PP&L Resources'

- unregulated subsidiary formed to offer energy related products and services

 Buperfund - Federal and state legislation that addresses remediation of

contaminated sites

. 8WEB - South Western Electricity plc, a British regional electric utility
. company ,

UGX - UGL Corporation
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’ vIGNATURE°
B ‘pursuant to the requlrements of the 5ecur1tles Exchange Act of
‘“1934, the.Reglstrant has duly caused

by the undersigne ;
undersigned company. shall be deemed to relate only to matters hav1ng; &

'*reference to such company or its subsidiary.

PP&L Resourcesg Inc.:
(Qeglstrant)

(Reglstrant)

R. E. Bill
Senioxr Vlce Pr951dent-F1nanc1al
. (PPEL Resources; Inc. and
Pennsylvanma Power & Light campany)

. pate: May 14, 1997 . __ /s/ R. E. Hill

/sl T J Mc"abé ,

J. J. McCabe ,
Vice President & Controlier (PP&L
Resources, Inc. and Pennsylvanla

Power*& Light Ccmpany)
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PGWER MARKETS DEVELOPN'[ COMPANY AND SUBS!D!ARIE*

CONSGL!EATED BALANCE SHEET - UNAUDITED
MARCH 31, 1997 and DECEMBER 31, 1996 _

. Assets

Current Assets:
Cash and cash equivalents

Marketable debt securities, at fair Vafue (Note 2)

Interest receivable,
Accounts recsivable

Income taxes receivable

Dividend receivable

Tolal current agsets....

Matketable debt securities, at fair value (Note 2).

 Investments (Note 4):

Bolivian Generating Group, LLC
- Latin Ametica Energy and Electricity Fund I, LP

Aguaytia Energy, LLC . sisinsons

- SIUK Holdings, Ltd

Hidrocentrais Reuhidas,Lda....... o resresaine

Other

Property, Plant & Equipment fet of depreczaﬁon {in¢el, Cap. Leases)

SRy

e

Cther « {Capitalized development costs<Emel Chile)
Other..

Totat

ﬁabﬂi’ﬁes‘» and Shareowner’s lnvestment

Cutrent Liabilities:
Note payable « PPEL Resources, Inc. (Note 3)

Accounts payable - Pennsyivania Power & L:ght Company

Accounts payable - other...

Interest payable.

ROTTES

Accrued taxes other than income, s cuserss

- Actrued compensation
Deferred income taxes

Total current liabilities.

Deferred compensation

~ Accrized pensions.

Deferred incorne faxes

- Sharecwnet‘s investment:
Common stock « 100-shares of $0.01 par value, authotized,
fssuad and oulstanding...

Additional paid in capital...

- Gumulative translation ad;ustment {Note 2\ ;
Retained edrmings (accumylated deficit)

Net unrealized securities gain (loss) (Note 2).........

Total shareowriers” mvestmenf

TFolat

- See accompanying notes to financial statements,

March 31,
1897

$ 23,032,497
0

343,281
613,052

2,471,156 .
‘1,555355.:2‘153 B '

32,046,235

- 11,054,555
3,650,784
10,061,978

214,317,244

11248911
$ -

235,844
542,451

440,049
$ 283,618,051
s

$ 135,000,000
342,190
1,008,372
111,328

2,422
504,938

824357
157,791,307

247715
583,595

6,148,228
6,980,538

.

428,528,380
6,117,320

4,497,229
3,276
138,846,206

$ 283,818,051

December 31,
1996

$ 1,982,976
22,273,179
64,847
226,060

5,046,339
31,370,498

10,956,291
3,329,155
6,225,229

*-209,868,235

& -

1,640,002

W

308,126
_$ 263,697,636

$ 135,000,000

211,840
467,811
678,689

8,585
535,315

136,902,220

136,071
490,216

2,178,588

1

111,184,107

13,257,725

173,641
164

124,515,728
" $ 263,697,536
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P WER MARKETS DEVELDPQNT COMPANY AND SUBS!DIARQ- |

‘ CGNSQUDATED STATEMENT OF OPERATiONS UNAUDITED

FORTHE THREE MONTHS ENDED MARCH 31, 1997 AND 1996

See agcormpanying notes to financial statéments.

. Revenue ' : :
Eatnings - marketable debtsecurmes hrsnsusacsersisns prbeans e $ 0 304391 % 827,911
< - Earmings «associated compames NPSRTINIR . , 8,434,770 =
: Otﬁermcome . et s b sttt 228,618 e 420
: : 8,967,779 828,331
- Expenses ; ‘ : S .
Project development. ... e RO RO 451,967 1,471,608
- Salaries and benefits hilAeb i nsi A ebtnari bbb eias porsemnsisnnisiaian 968,654 585,826
* -~ Pennsylvania Power & Light Company services (Note 3) PRIROR 47,681 16,086
PPRL Resourcas, Inc. fees (NOE 3} mmmiiismiiriasion civaniake 54,523 41,722
Interest - loan from PP&L Resources, In¢. (Note 3) a0 2018,314 _ s
Capital stock and other taxes. ... v assesbanasseseesadh s cns - 600 38,640
Depreciation and amortization (off‘ce re[ated) ..... S i 3,158 e -
* Adminigteative and general... ceernsshsrrias: wonssiseinens 319,556 210,231
[ ' 3,926,453 2,364,113
Income {Loss) Before Income Taxes.....ouw eisbesianess s pa st ates 5,041,326 -{1,535,782)
Tacome Taxes (Credits) ; S o
Current Federal......cuimi N casieonratbiennas (282,262) (468,858)
- Deferred Federal. i msiossssionns resessmssssessssrmosiossne 3,300,000 (81,003) ..
- : ' : 1.017.738 _(549.861)
- Net Income (LOSS)-uuuriinese cesmmpaniiareata b inesinids i S 4,023,588 $  (985.921)




consoumrﬁu STATEMENT OF CASH FLOWS
* FOR THE THREE MONTHS ENDED MARCH 31, 1997 AND 1996

OMF’ANY AND SUBSIDIARIES 0

cash: Fiows from Oper‘aﬁhg'v Activities

 NEEIACOMEOSS ) eener oo emsssmeesorssenssemssnsia
- Adjustments to réconcnle net mcome (loss) to net cash pro‘v:ded by (used in)
_operating activities:

i
<

$ 4,023,588

1996

$  (985,921)

See accempanying notes to financial statements.

Equity in eamings from investments.........c..... ireberebranar cnveriaeairesas (8,661,846) -

- Amortization of premium-marketable debt SECUMHIES...x.m i cmussimscnssscrns ' “ 7,475
Amortization-capitalized project development COStS.....owcriivessian . 286,081 e
Amortization-Depreciation - office costs ST 8,158 -
Realized loss (gain) on sale-marketable debt secunt:es.m.g..“..,A..k....; ........ (576) 132
Deferred INCOME taXu . iriammmriimaasssenrasns 1,800,000 (81,003)

Change in cutrent assets and current liabilities. B o
- Income taxes receivable.... . ceesir e tbeb s anb s ensntans (461,440) (468,858)
lnterestrecewable.‘;;mm..w,m.m ..... inkemeciairat st sr e e b b ecsnest st Rt (278,434) (80,626)

~Accounts receivable « other. ... vmiieenssisii , VORI (381,488) {12,197)

Prepayment.....c... FRVTR (5,505) -
- Accounts payabfe@ennsylvama POWE!’ & L:ght Company \\\\\ erantraneis s 129,815 468,749

- Accounts payable-other.......... . st apfarsseite amisme - 538,590 114,493

~Accrued salaries. oAkt AR Lr el 48 d ek 4t prasans - (29,871) (9,649)
Aserued taxes ..o N S NS R 124,035 7,121
Accsued interest (note from parent)u,.m ....... teesseinsaabanis - (567,360) -

' Otheroperatmg activities - net... onersirnas aariremsmentissebasnass | - (177.637) 1 {(880,942)
« -~ Netcash used in operating actzv:ttes - {3,653,880) - {1,926,226)
Cash Flcws from Investing Activities
Propertyk Plant and equipment exPenditlires.. ... b v sinisiessein (39.591) -
- Purchases of marketable debt securities. DRVOIN Krerss it neiesniantien .- (103,292,724)
_ Sales of marketable debt securities........ , , 22,273,179 90,105,308
- Investrent in Latin America Energy and Electnc:ty Fund | LP (120,752) (160,394)
Investment in Aguaytia Energy..c........ wHisnarntaargbsnatoen TN TR (3,856,748) =
 investmerit in Hidrocentrais ReUnidas.......ccu reseesenerein (9.454,409) -
Capitalized Project Development Costs (Emel)...c.auanacii (542,451) , o
Net cash provided by (used in) investing activities...... .. e beeraneesasasns 8,259, (13,347,810}
Cash Flows from Financing Activities
- Capital contribUtion frOm PATENE ... w.cwie st ssnirrasssesssmniasscasiasssisssastssnin - 17,344.183 ~ 15,003,951
© Net cash provided by financing activities........uumeennne o soravss s sasr it 17,344,183 15,003,951
Net Increase {Decrease) in Cash and Cash EqUIVAIBNES. ... ioiresussaianans 21,949,521 - (270,085)
~Cash and Cash Equivalents : :
BEGINNING OF PEHOU. cvureeriiiacrnieicanesnsnssnsassasosshasusssassssssaserecsatassssssorins PR 4,982,876 . 607,574
End of PEHO isianrinmsssminsnaaseisasas P OO PPN T UM ULV $ 23,932,497 $§ 837489
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‘SPECTRUM ENERGY SERVICES CORPORATION

BALANCE SHEET
- MARCH 31, 1967 _
~ ASSETS |
Cash and tash equxva!ents,‘...;.._~ TS U ST DOD S OO AN $3,41I},433.
Accounts receivable.... et R TETPIY . 7’00,\985-
Federal mcometaxes recewable ...... otagte ettt aesens e iampinnnakes o iebeaes e dadin ‘ . 132,898
Deferrjédtompensationg ...... SO PNT U et idesisassesashesyintsess o 20,162
f Accumulated deferred State incqmé €2 T RN NI A ..... R 13?}173

$4,405,631

LIABILITIES AND SHAREOWNER'S INVESTMENT

Act:ounts payabl&Pennsyivama Power & Light Company ......... , ‘ '$426,ﬁ04

: Accounts payable-other. O SR UG SUDN Y R coimeaesiiniieess | 557,249
:'Ac‘c‘:m‘e&Salaries';m.w’t’A.s,“.; BB : 14851
' Accrdedztéxeskdﬁ‘ner‘than income et s A ‘ | 19‘018,
: A"C'CUIﬁﬂaféd deferred federal mcometaxes ..... ettt ...... _ 48,011
Sl ~ ; 1,065,033 -

SHAREC)WNERS‘ INVESTMENT -

Commbon Stdck (100 sharec,of$ o1 parvalue) st ateriese BRI NI e 1
- Additional paid in capital ; esersension st eans et 4,143,953
 Accumnulated deficit........o.mn . s sinsmicsimsirn " e (803,356)

: S ‘ ‘ , 3,340,598

| $4,405,631

Sée accompanying notes to financial statements,
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~ SPECTRUM ENERGY SERVICES CORPORATION

~ STATEMENT OF OPERATIONS
* EOR THE THREE MONTHS ENDED MARCH 31,1987

 Revenues

. : \Sa]es‘uu » Shenssees e YU DY PO P Semakeiapas . Fuunebvin £
L L= e Y VTR T Tt TR
: bther NERAR e . sdsrssenand CE TR TR YT . & LT XYY Shnhubieray
' Expenses
- ProJect.ciniseonercsaenns : v
o ,Admxmstrahve and General
- Sdlarigs and benefits (Note 2).... soniniskiiinis
'+ . Pennsylvania Power & Light Company support semces (Note 2) .............
. PP&L Resources, Inc. fees (Note 2).
Capital stock and other taxes................ PR . Skratasesinn
 Other administrative and general.........
* Loss Before Income ’Taxe‘s;.. .
income Taxes (Credzts)
LCurrent
Federal :
Deferred
Federal... by iios s e e ais s wassr i cuiasien
State... ;
B N S SR .

‘See accompanying notes to financial statements,

. $1,361,717
43811

213
1,405,741

1,099,479

340,784
91,437
1,717

5,001
247,057
1,785,475

- {379,734)

(132,907)

13,278
{37,935)
(157,564)

$(222,170)

’
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'SPECTRUM ENERGY SERVICES CORPORATION

STATEMENT OF CASH FLOWS (UNAUDITED)
FOR THE THREE MONTHS ENDED MARCH 31, 1997

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss.....
Adjustments to reconcue net loss to net cash provxded by (used m)
operating activities: :
Deferred compensation.....vew.a s ~ petieissy s st smassas A ans
Deferred income taxes.... vekass RPN :
Change in current assets and current habxlmes ‘

InCome taxes receivablg. ..o e RN IO

Acctunts receivable....coun P N VIR

PrepaymentS....ci. VTR , ,

Accounts payable.....a. cxtnbasans hebebeE b et e rek b ere i andant cevsessnns

Accrued taxes. i -
NET CASH PROVIDED BY (USED IN) OPERATING AOTlVlT!ES

NET DECREASE IN CASH AND CASH EQUIVALENTS......

~ CASH AND CASH EQUIVALENTS :
Beg_inningofperidd.mw.g.‘ ..... phassecsisatarern sbakepiomisshasin s it s ah ke A e Sk ns

Endbfperiddn” RO erasnan Gorars IR

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid (recewed) dunng the penod for:
Interest.... , - S
Income taxes........

$(222,170)

(20,162) -
 (24,657)

180,343
9,932
7,453

(24373)
6,363

AT

(87.271)

3,601,704

__ 53414433

NONE
(313,250)

_See accompanying notes tofinancial statements,
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SPECTRUM ENERGY SERVICES CORPORATION

'NOTES TO FINANCIAL STATEMENTS

- (Resources).

 BUSINESS ACTIVITY

Spectrum Energy Services Corporation (Spectrum) was incdrpbréted on July 14,

1995 and initially capitalized on August 31, 1995 through an investment of $1.49
million.  Spectrum is a wholl

Spectrum was formed to engage in unregulated business activities through
investments in energy related power markets. Spectrum has been investing a
majority of its funds in temporary cash investments. ;
RELATED COMPANY TRANSACTIONS

PP&L Services

‘ In accordance with a general services agreement, Penn‘sylvania Power & Light

Company (PP&L) provides Spectrum with various technical and support services

as requested. Services provided by PP&L include, but are not limited to,

executive management, administration, accounting, information systems,

~ corporate secretarial, human resources, insurance and other similar types of

services. The agreement provides that Spectrum will reimburse PP&L for the
fult cost (direct and indirect) of any services provided. B ‘

Resources Fees

Resources’ costs are allocated to its subsidiaries based on their share of

Resources’ total capitalization. Resources’ costs are from various technical and
support services provided by PP&L and others, including - executive

- management, administration, accounting, information systems, corporate

secretarial, human resources, insurance and other similar types of services.

y owned subsidiary of PP&L Resources, Inc.




