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cdMoNwEALTH OF PENNS'.VAN!A
PENNSYLVANIA PUBLIC UTILITY COMMISSION
RO. BOX 3265. HARRISBURG, PA 17105.3265
April 18. 1994

IN BIEPLY PLEASE
REFERTO OUR FILE

G~00940388
M-00940535

#

PAUL E RUSSELL ASSOCIATE GENERAL COUNSEL
PENNSYLVANIA POWER & LIGHT COMPANY

TWO NORTH NINTH STREET

ALLENTOWN PA 18101

.Applidation of Pennsylvania PoWér & Light 'Company:~

SEIVICeS Agreement between Péunsylvanla Power & Light Company and its future
: affiliated interest, PP&L Resources, Inc.

Request of Pennsylvania Power & Light Company for the Commission's certification
Qf its authority to the Securities and Exchange Commission pursuant to Section
33(a) of the Public Utility Holdxng Company Act of 1935.

To Whom It May Concern: 4

This is to advise you that am Opinion and Order has been adopted
by the Commission in Public Meeting on April 14, 1994 in the above entitled
proceeding. :

An Opinion and Order has been enclosed for your records.
Very truly yours, .

Joehu G. Alfoerd
Secretary

Enclosure
Certified Mail
Receipt Requested




PENNSYLVANIA
PUBLIC UTILITY COMMISSION
Harrisburg, Pa. 17105-3265

Public Meeting held April 14, 1994
Commissioners Present:

~Joseph Rhodes, Jr., Vice Chairman
~John M. Quain ‘
 Lisa Crutchfield

John Hanger

“Application of Pennsylvania Power & Light Dacket No.
- Company for approval, pursuant to Chapter : o ;
11 of the Public Utility Code, of certain

7 transactions in connection with the

. utility’s establishment of a holdlng
1company'structure.'

.u,‘ ;M;\‘_ R

Services Agreement betsicen Pennsylvanla | Docket No.

- Power & Light Company and its future _ G~00240388
afflllated interest, PP&L Resources, Inc.
.Request of Pennsylvania Power & nght : i Docket No.

Company for the Commission’s certifi- ' : M-00940535
‘cation of its authority to the Securities .
. and Exchange Commission pursuant to
’ Sectlon,33(a) of the Public Utlllty
Holdlng Company Act Qf 1935.

OPINION AND ORDER
BY THE COMMISSION:

On March 18, 1994, Pennsylvania Power & Light Company

("PP&L" hereafter) filed with the Commission a series ofﬂdocuments
’requesﬁing us to take four ‘separate actions ag part of corporate
-restructurlng‘centered upon the establlsnment.of‘a.holdlng company

* GOUSMENT |
| EOLDER
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The four separate actions requested are as follows:

(1) Issue a certificate of public convenlence for the
acquisition of stock pursuant to Chapter 11 of the Public
Utility Code, 66 Pa. C.S. §1101, et seq.;

; (2) Redgister a securities certlflcate pursuant to Chapter
‘19 of the COde, 66 Pa. C.S. §1901, et seq. ;

(3) Approve certain affiliated interest agreements
pursuant to Chapter'21 of the Code, 66 Pa. C.S. 2101, et seq.;
and -

(4) Issue a certification to the Securltles and Exchange
~ Commission pursuant to Section 33(a) of the Publlc Utility
'~ Holding Company Act of 1935,

PP&L is a public utility providing electric light, heat
and power service in twenty-nine counties in the central eastern
regions of Pennsylvania. At December 31, 1993, PP&L served
approximately 1.2 million customers. As a result of PP&L’s
ownership of one~third of the capital voting stock of Safe Harbor
Water Power Corporation, PP&L is a holaing‘COmpany'under the Public
Utility Holding Company Act of 1935, 15 U.S.C. § 79, et seq.
However, because PP&L is predominantly a public utility company
whose operations do not extend beyond Pennsylvania, it is exempt

from all of the provisions of the Holding Company Act except

Sectlcn 9(a)(2)

PPE&L Resources ("Resources" hereafter) is a corporation

‘organized under the Pennsylvania Business Corporation Law of 1988,
15 P.a. C.5. § 1101, et seq., on March 15, 1994. It is proposed
‘;that following Commission approval, Resources will become a direct

wholly~-owned subsidiary of PP&L.t

‘ PP&L explainsethat in order to respond effectively to the
increased competition occasioned by the Public Utility Regulatory

: 1a copy of a subscrlptlon agreement is attached as Appendix
A to the Appllcatlon.




Policy Act of 1978 ("PURPA") and the Energy Policy Act of 1992
("Energy Act"), and the electric industry in general, the;ufility
must position itself to explore and take advantage of potential
business opportunities outside of its present markets. 'Initially,
the  unregulated business act1v1tles being explored will be
conducted through Power Markets Development Company ("Power
Markets"), which is currently a wholly-owned subsidiary of CEP
Group, Inc. ("CEP"), which is, in turn, a wholly-owned subsidiary
 of PP&L.

After extensive investigation and analysis, PP&L has
determined that the pursuit of unregulated business opportunities
through subsidiaries is more desirable through a holding company
structure than wunder the existing Jjurisdictional utility.
Generally, PP&L notes that a holding company structure is preferred

by the investment community and provides legal protection against
the‘imposition of liability on regulated utilities for activities
- of unregulated business activities. PP&L goes on to describe the
e detail of the transactions through which the holding company
o ostructure will be created. A summary of the steps entaiied in the
transaCtiOn is set forth as Appendix E to the Application.

- PP&L filed in one application its requests for the
various types of relief it seeks. After initial review of the
application, we believe PP&L’s requests would be better docketed as
three separate filings as indicated by the captions at the head of

this Order. By consolidating the three filings, however, we will

ensure that Commission consideration of all the matters connected
with~the proposed restructuring are coordinated. As a result of
ourflnltlal review, we have found that in two of the matters raised
by PP&L, no COmm1551on action is required.

PP&L has attached to its applicatianﬁwo agreements for

which the utility seeks Commission approval pursuant to Chapter 21
of the Public Utility Code, pertaining to affiliated interests.
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‘One of those agreements is a Services Agreement between PP&L and

Resources, intended to govern transactions between the two
corporations after Resources becomes the parent of PP&L. By
hecoming the owner of at least 5% of the stock of PP&L, Resources
would become an affiliated interest of the utility, PP&L.
'Conséquently, our prior approval of the'agreement~is required by
Section 2101 of the Code, and we will review that agreement in
Cbnjunctinn'with our review of the application. The'same'two
entities would be parties to a second agreement, entitled Share
Exchange Agreemént.‘ However, at the time of intended execution of
, 'that.agreement, Resources would still be a wholly—owned subsidiary
of PP&L, and thus not an affiliated interest of the utility within
the meaning of Chapter 21 of the Code. We note that the proposed
exahange'of stock provided for by~this second agreement is the
immediate transaction by which Resources would become the holding
- company of PP&L. cbnSéquently, we can understand why PP&L‘would
seek our prior apprbVal. However, at the time of executing the
agreement, the parties would not be affiliates. Moreover, by
, adceptinq the application filed pursuant to Chapter 11, we clearly
have  jurisdiction concerning  the = overall = transaction.
CQHSéqﬁently, we f£ind that the docketing of a separate affiliated
interest agreement is both unnecessary and duplicative.

~In its omnibus filing, PP&L also seeks registration of a
securities certificate, stating that the "creation of a holding
~ company structure may result in a change in a term of PP&L
- securities," which would constitute an issuance of securities as
defined in Section 1901 of the Public Utility Code.  The utility
~ then states that "the issuer of the common stock will change from
. PP&L to Resources, " apparently refering to the common stock held by
the public. The question is, rather, what change will there be to
the'stock issued by the utility, PP&L. Upon consummation of the
‘transactions by which the holding-company structure would be
- formed, the presaﬁt holders of PP&L’s common stock would hold
instead the common stock of ResourCes,fand Resources would in turn

-4 -
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hold all the common stock of PP&L. It'appears, theh, that the only
c¢hange to the common stock of PP&L will be in its'cwnership, so
that the stock would change from being held by the public generally
to being held by Resources. Such a change in ownership may réquire

. our prior review, but such review would be pursuant to Chapter 11

of the Code, pursuant to which the above-captioned application has
been filed. A change in ownership is not a change in the terms and
conditions of a security as cited by Section 1901. Therefore there

will be no issuance of securities by the utility, PP&L, and

- therefore no securities certificate need be filed or registered.

In its application, PP&L has stated that notice of its
£iling will be included as a bill insert upon the mailing of April
bills to its customers. We believe that such notice can supplant

 fthe newspaper notice normally required for applications of this
'typé,‘but.notice to the legal community would be inadequate without

publication in the Pennsylvania Bulletin. ‘Therefore, we will

require that notice of the application be published in the

Bulletin subject to a 15-day protest perlod, consistent w1th.52 Pa.

‘VCode §5.14.

Additionally, we shall extend the consideration peridd
for the affiliated interest agreement to allow our investigation of

| that agreement to coincide with our consideration of the

application for a certificate of public convenience.

Third, we shall consolldate for our con51deratlon the
separate requests for Commission actlon.

Finally, we shall direct that the Commission Staff
prepare a report and recommendation for our consideration;

THEREFORE,
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IT If ORDERED:

1. That notice of the appllcatlon be publlshed in the
PennSXIVanla Bulletin as directed by the Secretary of the
Commission, subject to a 15-day'protest period, con51stent.WLth

52 Paa COde §5.14

2. That the period for consideration of the services
Agreement docketed at No. G=00940388 be and is hereby extended
untll further order of the Commission.

3. That Pennsylvanla Power & nght Company’s
appllcatlon, Services Agreement and request for certlflcatlon to
" the Securities and EXchange Commission be ccnselldated for our
further consideration.

4. That after the explratlon of the perlod for protests,
,the.COmmlsslcn Staff shall prepare a report and recommendatlon for

7 our consideration.

BY THE COMMISSION,

John G. Alford
Secretary

(SEAL)
~ ORDER ADOPTED: april 14, 1994
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Pennsywanla Power & nght Company
Two N’orth Ninth Street-Allemown, PA 1810‘[ 1179'6101774-5151

Paul E. Russell
Associate Genersf Counsel
610/774-4264

EAX: 610/774-6726

‘April 27, 1994

 John G. Alford Secretary
‘Pennsylvania Publlc Utility Commission
P O. Box 3265

‘Harrlsburg, Pennsylvania 17105-3265

‘Re:,'Appllcatlon of Pennsylvania Power & nght
- Company; Docket No..A-110500F6206

Services Agreement between Pennsylvanla
Power & Light Company and its Future
affiliated Interest, PP&L Resources,;
Inc.; Docket No. G~00940388

Request of Pennsylvanla Power & nght
Company for the Commission‘s

~Certification of its Authormty to the
Securities and Exchange Commission
pursuant to Section 33(a) of the Public
Utility Holding Company Act of 1935‘ '
Docket No. M-00940535

Dear Mr. Alford:

on March 18, 1994 Pennsylvanla Power & Light-
CQmpany ("PP&L" or the "Company"\ submitted the above-cap=-
tioned documents to the Commission requesting the approvals
necessary to create a holding company structure. In that

- filing (Appendix H, page 5), PP&L indicated that it would
Ssupply a copy of SEC Form U-1 to the Commission when it
became available.

Accordlngly, enclosed for filing on behalf of PP&L
are three (3) copies of SEC Form U-1 which was submitted to
:the,SecurLtles and Exchange Commission on Aprll 21, 1994.




‘Mr. John G.‘Alfordf Secretary —2= ‘April,27, 1994

» If you have any questions,regarding:the;enclosed’
SEC Form U~l or any other aspect of PP&L’s filing, please

Very truly yours,
. Paul E. Russell ‘
~ Enclosures

cc:  Cheryl Walker Davis, Esquire
Mr. Douglas T. Beebe




SECURITIES AND EXCHANGE COMMISSION
Washinéton, D.C.
FORM U-1
APPLICATION OR DECLARATION
UNDER THE

PUBLIC UTILITY HOLDING COMBANY ACT OF 1935

PP&L: RESOURCES, INC.
Two North Ninth Street,
Allentown, Pennsylvania 18101-1179

{Name of c0mpanV‘or‘companies £iling this statement andm» 3
address of principal executive offices) : o

oy

PP&L Resources, Inc.
¢/o Michaeél A. McGrail, Esqg.
Pennsylvania Power & Light Company
Two North Ninth Street, ’
Allentown, Pennsylvania 18101-1179
Telephone:  (610) 774-5151

{Namés and addresses of agents for service)

Copy to:

Vincent Pagano, Jr.
Simpson Thacher & Bartlett

425 Liexington Avenue .
New York, New York 10017
Telephone: (212) 455 3124

Aﬁ-&*%?t
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Item 1. Description of Proposed Transaction.

Introduction

Pursuant to Sections 9(a) (2) and 10 of the Public

UtilitywHolding,cempany Act of 1935 (the *1935 Act"), PP&L

4Resources; Inc‘,‘akPennsylvania corporation ("Holding Company") ,

hereby applies for the approval of the Securities and Exchange

Commission (the "Comm1551on") for Holding Company (i) to acguire

‘all of the outstanding shares of common stock of Pennsylvanla

Power - & Light Company, a Pennsylvanla corporatlon and an electric

.utlllty company ("PP&L"), and (ii) to acquire 1nd1rectly one-

third of the outstanding capital stock (which represents one-half

éf,theeoutStanding voting stock) of safe Harbor Water Power

 Corporat1on, a Pennsylvania corporation and an electrlc utility

company ("Safe Harbor"). Pursuant to Section 3(a) (1) of the.1935

- Act, Holding Company also hereby applies for an order exempting

Holding Company, and each of its subsidiary‘companies as such,

from all provmslons of the 1935 Act (except for Section 9(a)(2)

thereof) .

v& ; .
- PP&L supplies electric light, heat and power service to

the public in twenty-nine counties in central eastern

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

’kEennsylvania Public Utility Code, 66 Pa. C.S. § 101 et seq., and

requlation by the Pennsylvania Public UtilityﬂCommission~("PUC")

~ thereunder. Safe Harbor owns and operates a hydroelectric plant

used to generate electricity'for sale to PP&L and Safe&Harbor‘s‘

other owner, Baltimore Gas & Electric Company ("BG&E“) By

, V1rtue of 1ts ownershlp of one- thlrd.of the outstandlng capltal




o stock (which represents one-half of‘thevoutstanding voting Stock)
of‘Safé'HarbOr, PP&L is a holding company under the 1935 Act.
'HOWever,;becaﬁse~it is preduminantly a public utility company
whcseﬂoperations as such do not extend beyond Pennsylvania; PP&L
:is.currently exempt by order from the provisions of the 1935 Act
(except for Section 9(a) (2) thereof) pursuant tq Section 3(a) (2)

of the 1935 Act. See Pennsylvania Power & Light Company, Holding

Co. Act Release No. 19725, 10 SEC Docket 814, 815 (1976).
| kHolding Company was incorporated in Pennsylvania cﬁ
March 15, 1994 for the purpose'of carrying out the proposed
_restructuring described below. Pursuantkto the terms of a
o éubscription agreement dated March 16, 1994 and upon receipt of
- appropriate PUC approval, Holding Company’will become a direct
;:whdilywownéd subsidiary‘of PP&L. Théreafter, upon redeiving
‘ Shareho1der approval and appropriate regulatory approﬁals,
~H61dinq Company will become the paréntkof~PP&L. Holding Company
&ées not own any utility assets and currently is not a "holding

. company" under the 1935 Act.

Proposed Restructutring
Holding Company proposes to acquire all of the
outstanding shares of common stock of PP&L (the‘ﬁpp&L Stock™")
pursuant to an Agreemént and Plan of Exchange, the‘form of which
is filed és Exhibit B-1 hereto (the "Plan of Exchange"). Under
the herms of the Plan of Exchange. ali of the shares of thé |
féommonygtéck of Holding Company, which will then be.pwned by

PP&L, will be cancelled and all of the PP&L Stock will be



sxchanged on a share-for-share basis for common stock of Hblding
Company (the "Exchange"). Upon consummation of the Exchange,

each person that owned PP&L Stock immediately prior to the

Exchange will own a corresponding number of the outstanding

‘shares of common stock of Holding Company, and Holding Company

will own all of the PP&L Stock. Additionally, f@116Wing the
EXchange, PP&L: will continue to own one-half of thé.outstaﬁding
votlng stock of Safe Harbor. e

Prlor to the Exchange, Holding Company<w111 apply to
have its common stock listed on the New York and Phlladelphla

Stock Exchanges. It is anticipated that the common stock of

'~ Holding Company will be listed and traded on those Stock,

Exchanges upon consummation of the restructuring, whereupon

Holdlng Company will be required to file reports with the

Gomm1551on,pursuant to Section 13(a) of the Securities Exchange

Act of 1934, as amended (the "1934 Act"). The PP&L Stock will

- cease to be‘liste& on the New York and Philadelphia Stock

:_ Exéhanqes following the restructuring.

Effectuation of the Exchange will have no significaﬁt
effect dn,the holdérs of PP&L Stock. Their intefest and
1nVéstment in the business of PP&L w111 be changed only in form
and not in substance. |

As discussed below, the purpose of the proposed

restructuring is to take advantage of business opportunities

outside of PP&L’s present power markets. 'Initially,,these~

unregulated business activities will be conducted through Power

Markets Development Company ("Power Markets"), a wholly-owned




subsidiary of CEP Group, Inc. ("CEP") , which is a wholly-owned

: subsidiaryvef‘PP&L‘ 30116wing~conSummation of the Exéhangei PP&L
1wa11 transfer the common stock of CEP to Holdlng Company . CEP

S will then transfer the common stock of Power Markets to Holdlng

CQmpany. It is expeated that these transfers will be made in the

- fcrm.of stock dividends.

All of PP&L’s first mortgage bonds and other
1néebtedness of PP&L outstandlng immediately prlor to the
Exchange w;ll continue to be outstandlng indebtedness of’PP&Lr‘k
‘after theiEXChanges The shares of PE&ﬁ's preferred stock issued
and-outstanding immediately before the Exchange will not be
"’ conVerted or otherwise affected by‘the,Exchange ‘but w111 continue
o as outstandlng shares of PP&L preferred stock | | |
| CQnsummahlon of the restructurlng contemplated by the
Plan of Exchange ig subject to various conditions, lncludmng the
apﬁreﬁél of the Commission under Section 9(&)(2) of the 1935 Act
and the other approvals described herein. The Plan of Exchange
1a1so will be subject to the approval of a majorlty of the
_;shareholder votes cast at PPEL’'S 1995 annual meetlng, currently
,scheduled.for Aprll 26 1995.
| | Holding COmpany'and PP&L intend to file W1th the
 Commission a Registration Statement on Form S-4- (the
“Reglstratlcn Statemeat™) under the Securltles Act of 1933, as
amended, for the purpose of reglsterlng the shares of common
stcck of Holdlng Company‘to be issued in connectlon with the

Exchange,and.for‘the purpose of complying w1th the requlrements'




of the 1934 Act, in connection with the solicitation of proxies

of PP&L‘’s shareholders.

Reasons for, and Anticipated Effect of, the Restructuring

Purpose

‘The purpose of the restructuring is tc'establiSh a more
3ppropriate,corpora£e‘structure for the cbnductkof uﬁregulated
business activities. As is more fully described below} Holding

Company and PP&L believe that the establishment of a broad‘baue'

of 1ncome generation Wlll enhance the overall flnanc1al strength

of the enterprise. ‘
' With the;paSsage of the Public Utility Regulatbry
Pallczes Act of 1978 ("PURPA"), and the Energy Policy Act Of 1992

'(”Energy Act“), the electric utlllty 1ndustry in general

1nclud1ng PP&L, has experienced a s1gn1flcant increase in the

level of competition in the market for the generation and sale of

~ electricity. PP&L has already been required under PURPA to
- purchase substantial amounts of energy from non-utility
'generatdrs. Further, the Energy Act reduces barrlers to market ‘

entry for companmes that wxsheto bulld own and operate electric

generatlng facmlltles, and it also promotesvcompetltlon by

authorlzlng the Federal Energy Regulatory Comm1551on ("FERC"} to

rEinre,wheellng for wholesale power transactions. The clEar

intent of the Energy Act is té~perm1t wholeSalefbuyers bf S

electricity t¢ reach multiple sellers. The increased competition

facing the electric utility industry'haskbeen WellkdOCumented and

is undoubtedly the most significant issue facing the industry today.




In order to respond,effectively toythis increased
éqmpetitiOn,;PP&L, after extensive investigation andganelysis;
has'determine& that, in addition to responding to competition in
its existing markets, it also must position itself to_exploré:and
take advantage of potential business cpportunities~0utside.af its
present markets in central eastern Pennsylvania. Pursuit of
these cppértunities will play an important role in maintaiﬁing
the 1ch*terﬁ,finanéial viability necessary for PP&L to continue
to provide reliable service to its customers. ) o

4PP&L is currently'inﬁéstigating/e variety of business
oppartuﬁitiéé, both in domestic and international markets. éP&L,
has not yet determined what specific investments it will pursue,
but is currenfiy focusing on those opportunities which reiete to
mts present core bu31ness -« the generatlon, transm1s51on and
dlstrlhutlon of electric energy "PP&L’s focus onvgeographlc :
rather than product dlverslflcat1on will enable it to take full
vedvantage of its extensive expetiencekin owning end»operating
electric utility facilities. |
:” | Initially, these ﬁnregulated business:activities will
v.be conducteﬁ through Power Markets, Currently a wholly-owned

g"sub51d1ary of CEP, whlch in turn is a wholly owned subsidiary of

- PP&L. Power Markets was formed on March 9, 1934, and was

initially'fundea by a $50 million capital contribution by PP&L
fromelts internally generated funds, in order to take advantage

of current bu51ness opportunltles.




’fEffects
k PP&L could‘COutinue to pursue unregulated business
oppertunitiesrthrough,Power Markets and ether unregulated
éubsidiaries'of PP&L. However, it is more desirabievin the long
run to conduct these unregulated activities through a holding
company structure.
| The holding company structure is a well- establlshed

. form of crganlzatlon for those companies conductlng multlple |
. lines of businessj’ Tt is a common form of organization for
unregulated cbmpanies and for those regulated companies, such as
telephone utllltles and water utllltles, whlch are’ not subject to
the 1935 Act, In addition, it is utilized by many electric
companles‘whlch are involved in unregulated activities. In
~recognition of the increased competition in the,electric'utility
_industry, the Energy Act permits‘electrie utilities to conduct
certein business activities which were previously 1imited,by the
1935 Act. DBsL wishes to take. advantage of this opportunlty, and
desires to do so by*ut111z1ng the most eff1c1ent and effectlve
corporate structure. |
' The benefits of a holding company structure are well
establisheai The holdlng company structure will enable Holdlng‘
Company to part1c1pate 1n‘un1egulated bu31nesses in a timely
' manner consistent with regulatory‘requlrements. ‘The new .
réerporate Structure also will permit the use'of financing

‘technlques that are more directly suited to the partmcular
‘requlrements, characterlstlcs and risks of unregulated and non-

utility operations without affecting the:capital structure or




credltworthlness of PP&L, and will increase financial flex1b111ty
.by allowmng the de51gn and implementation of capltallzatlon
.ratlos appropriate for the risk of each subsidiary.
- The holdlng company structure more fully separates the

".operatmons of regulated and unregulated businesses. As a result,
ylﬁ,provldes a better structure for regulators to assure that
there is no.orOSS~subsidiZation of costs or transfer of business
.riskffromfunregulated to regulated lines of business. 2 hoidinq
: companyvstructure also is preferred by the investment community |
becausevitvis easier to analyze and value individual lines of
business. 'Moxe0vér,.the»use of a holding company strueture
Pro§ides legal protection agaihst the imposition of liability on
’régulated'utilities,for the results of unregulated business
activities. In short, the holding'oompany structure is a highly
des;rable form of conductlng regulated and unregulated businesses

within the same corporate group.

' Business and Properties of the Parties

'Holdinq Company has only ﬁominal»aSSets and has not
‘engaged in any bu51ness operations.
PP&L/ 8 corporate structure 1mmedlately prior to the

'Exchange’W1ll be as follows‘
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Pennsylvania Power & Light Company -
T T
PPAL - | Pennsylvania | | - Interstate | Roaity Company CEP Safe Harbor

Hesatrces, | | Coal Resources | | Energy of Pennsylvania Group Inc. | Water Power |
e, - Corporation Company ] : - || Comporation

‘ 1 BDW [_; Power Markets
Pennsﬁvama S | Gorporation ~— Developmant |
| Mines : ; o RS ‘ Company S
" Co" " ~ Greena Hilt
Coal Company

k Rush!ovn‘ 1 ; knyryeana Manor |
Miring ‘Coal Company |
Company i ;

x kLadyj dane
Qd(ieries, ',"c‘

PP&l: is an operating eleétfié utility, incorporated
under the laws of the Commonwealth of Pennsylvania in 1920. PPSL,
fserves;épproximately 1.2 million customers in a 10,000 square
miie Eerritory‘in'29 counties of central eastérnhPennsylvania,'
'with;a~populaticn of approximately 2.6 million persons‘ PP&L
bwns a 90% undivided interest in each of two'nuélear-fueled
- generating uniﬁsfat its Susquehanﬁakstationf'an& A1legheny
Electric Cooperative, Inc. owns a 10% undiViaé& intereét in each
of those~units. PP&L operates its generation an& transmission
facilities as part of the PennsylvaniafNew JerséyQMaryland |
~ Interconnection Association (the "PJM"). The PJM, one of the
kw@fi&‘s largest power pools, includes'lifcompanies servingyzl
million people in a 50,000 square milé territory ¢0vering all or
part okaennsyIVania,,Newﬁaersey. Maryland, Delaware, Virgihia
‘and Washington, D.C. '

| Wholly-owned direct and lndlrect sub51d1ary companles

of PP&L principally are engaged in holdlng coal reserves, coal
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nining-related activities, oil pipeline-éperatidns, and;passive
investments. In particular, Interstate Energy Company operates
oil pipelihe facilities that supply fuel to a PP&L electric
generation station. Pennsylvania Coal Resources Corporation and
- its subsidiaries are completing PP&L’s phaée»out of its coal |
operatians'whichehaa-been;supplying fuel'to PP&L’s electric
generation stations. Realty Company of Pennsylvania and BDW

’ Cprperatien own real estate and other interests related to the
r'éperatibﬁ‘6f}PP&LfS»electric generation stations. Greene Hill
l”.66al Company and Green Manor COai Company own undeveloped

- bituminous coal reserves and Lady Jane Collieries, Tnc. purchases

'~ and cleans bituminous coal from non-affiliated suppliers.

Finally, CEP holds passive;investments.

‘ ' ?ower'Markets, temporarlly a wholly-owned subsidiary of
CEP, was formed to conduct PP&L’s unregulated business
activities. Upon consummation of the proposed restructuring,
Power Markets will become a direct, wholly-owned subsidiary of> 
eHolding Cempany‘~ Finally. as discussed above, PP&L also owns
0ne~th1rd of the outstanding cap1tal stock (whlch.represents
one-half of the outstanding voting stock) of Safe Harbor, which
ecperates‘a hydroelectric plant used to generate electricity for
sale to PP&L and the other owner, BG&E. »

The effectuatlon‘of the proposed restructurlng will
have no effect upon the electrlc utility business and operatlons
of PpP&L and Safe Harbor. Upon consummatlon of the Exchange, the

corporate structure will be as follows:
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PP&L Résources, Int,

T [ 1

PowerMarkets | | CEP Pénnsylvania Power & Light Gompary
Devaloprént Group, Inc. : : R
Commpany ' . , - .
. T I SR S
Pennsylvama Interstate Realty Cormpany Safe Harbor ™
Coal Resources | |- Enérgy of Pennsylvania _Water Power
Carporation Company e Corporation |
- . | | BOow
Pannsylvania S Corporation
Mines : e
- Comporation Greene Hil
F Coal Company {
HRushton : Gteéne Mah’or‘ ;
Mining. "1 Coal Compariy
- . Company -
k — | LadyJane |
e ) QOI!ieriéS, Inc.

Additional Information |
No- assoc1ate company or affiliate of Holdlng Company or
: any'afflllate 6f any such assoc1ate company has any dlrect or
indirect material interest in the proposed transactlonmexcept as
statéd herein. | L

For=further'informétion, referenée is méde to the
financial statements and other information in Exhibits G-1-

~ through G-3 hereto.

‘Item 2. Fees, Commissions and Expenses.
The estimated fees, commissions and expenses paid or
1ncurred or to be pald or 1ncurred dlrectly or indirectly, 1n
any assoc:nate company thereof, will be set forth in Exhibit I 1

~hereto, to be filed by'amendment.
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Item~3.‘ Applicable Statutory Provisicns.

Statutory Provisions Applicable to the Restructuring

Holding~c0mpany'considers Sections 9(a) (2) and 10 of

the 1935 Act to be applicable to the proposed acquisition by

Holding Company of the PP&I: Stock and the indirect acquisition,byk

Holding Company of one-third of the capitai stock,(which
represents,onefhalf of the voting stock) of Safe Harbor pursuant
to the restructuring. After the Exchange has been consummated,
Holding Company will qualify~for an exemption from all of the
provisions of the 1935 Act (except for Section 9(a) (2) thereof)
under section,3(a)(1) of the 1935 Act. |

 Because;Safe«Harbor owns and operates facilities used

 fcr the'generation of electric energy for sale, Safe Harbor is an

"electric utility company" within the meaning of Sectiom 2(a) (3}
of the 1935 Act. As a result, Pp&l is a‘"holding'company" under

the 1935 Act, but is exempt pursuant to Section 3(a) (2) of the

1935 act by order. See Pennsylvania Power & Light Company,

- supra, 10 SEC Docket at 815. ‘HoldinngQmpany‘is not-curiently a
ﬁholainq company" under the 1935 Act because it does not own,

- control, or hold with power to vote ten percent or more of the
‘vating securities of a public‘utility'company;‘ However, the
effectuatibnAof the Exchange will result in ﬁolding Company
becoming a.“holding ccmpaﬁy" under the 1935;Act, and PP&L and

- safe Harbor, respectively, becoming direct and indirect
subsidiaxy companies of Hoiding'Company; PP&L will continue to

- be a "holding company" with respect to Safe Harbor.
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Compliance with Applicable Statutorv‘Provisions

For the reasons explained below, Holding Company
‘beliEVes that the Exchange cOmplieskwith the applicablé‘standards
@f Section 10 of the 1935 Act and that, after the EXChange has
beeﬁ consummated, Holding Company will qualify for an exemption
ﬁrdm all of the provisions of the 1935 Aét {except for Section
i‘Q(a)(ZF thereof) under Séction 3{(a) (1) of the 1935 Act (i.e.,
| because Holding Compaﬁy'and each eiectric utility subsidiary from
which Hﬁl&in§ Company will &erive any material part of its income
are predominantly intrastate in character and carry on their
businesses in Pennéylvania, where all such companies are

‘organized) .

1. Section 10(b)
Section 10(b) of the 1935 Act requires the Commlss1on
to approve the Exchange unless the Comm1551on finds that:

(1) such acquisition will tend towards 1nterlocking
relations or the concentration of control of public utlllty
companzes, of a kind or to an eéxtent detrimental to the
public interest or the interest of investors or consumers;

, - (2) in case of the acquisition of securities or
utility assets, the consideration, including all fees,

. comm1ss1ons, and other remuneratlon, to whomsoever paid, to
be glven, dlrectly or indirectly, in connection with such
acquisition is not reasonable or does not bear a fair
relation to the sums invested in or the earning capacity of
the utility assets to be;acqulred or the utility assets
underlylng the securities to be acquired; or

(3) such acguisition will unduly complicate the
capltal structure of the holding company system of the
~appllcant or will be detrimental to the public¢ interest or
the interest of investors or consumers or the proper
functioning of such holding company system.
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a. Detrimental "Interlocking Relations® or
MConcentration of Control"

; The restructurlng merely involves the formation of a
hcldlng company over PP&L: and its subsidiaries and, therefore,
will not "tend towards interlocking relatlons,; . . of public
utility companies, of a kind or to an extent detrimental to the
ﬁublic interest or the interest of investors or c0nsumers,“ The
v‘relatiohship between PP&L and Safe Harbor will not be changed\as
a,reSult of the Exchange, and both PP&L and Safe‘Herbor wiil
‘continue theéir utlllty operations in essentlally the same manner
- as prmor to the restructuring.

- Slmllarly, the restructuring will not tend toward any
‘?éoneentration of control of public utility compenies" that might
be detrimental to the public interest, consumers, br investors.
The proposed restructuring will not involve the acquisition of
' anyeutility assets not already'OWned directly or indirectly, by
“PP&L and "w11l therefore have no effect on the concentratlon of

: control of publlc utlllty companies." Wisconsin Enerqv LCorp.

‘ Holélng Co. Act Release No. 24267, 37 SEC Docket 296 300 (1986)

b. Fairness of Consideration and Fees

Section 10(b) (2) of the 1935eAct requires‘thek
Commission to determine'whether the coﬂsideration in comnection
with a.proposed acquisition of securltles is reasonable and bears
~a fair relation to the 1nvestmemt 1n and earning capac1ty of the
utlllty assets underlylng the securities belng acqulred

As dlscussed\above, the proposea restructuring involves

- the conversion of each share of PP&L StOCk\intO a share of
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Holding Company common stock. Because the proportion of each
- shareholder’s ownership will be unchanged, the consideration is

fair and reasonable. Wiscongin Energy Corp., supra, 37 SEC

Docket at 300.

'As stated in Ttem 2. above, an estimate of the fees and

expenses to be paid in connection with the proposed restructuring

 will be filed as Exhibit I-1 by amendment hereto. Holding
kcampany'believes that such fees andkexpenses are reasonable and
customary for a transaction of this kind and are,not material
 when neasured against PP&L'srconsolidated bobk value or the

earning capacity of its assets.

¢. Complication of Capital Structure

The proposed réstructuring will not inv01Ve‘the
creaﬁicn'of any ownership interests other than those which are
’neceSSary'tc maintain the basic corporate relationships bf the |
hblding company system to be established. Control of the system
will remain in the hands of the existing‘holders of PP&L Stock,
who’will’become the shareholders of'Hoiding Company.
| Pursuant to the Exchange; Holding Company wiil‘acquire
all of the common stock of PP&L. There will be no minority
~common stock interest in PP&L; and the‘existing debt aﬁd senior
«eduity secﬁrities of PP&L will be unaffected. The Commission has
prev10usly‘determ1ned.that s1m11ar proposed restructurlngs do not

kunduly\compllcate corporate capltal structures.  Seég; e;g.,‘

CIPSCO, Inc.; Holdlng Co. Act Release No 25152, 47 SEC Docket
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174, 178 (1990);: Wisconsin Energy Corp.. supra, 37 SEC Docket at
- 300. |

2. Section 10(c)
The relevant provisions of Section 10(c}) of the 1935
Act state that the Commission shall not approve |
(1) an acqulsltlon of securltlns or utlllty assets, or
of any other interest, which is . . . detrimental to the
carrying out of the provisions of Section 1l1: or
‘ (2) the'acquisition of securities or‘utility'aSSgtS of
a public utility or holding company unless the Commission
finds that such acquisition will serve the public interest
by tending towards the economical and the efficient
development of an integrated public utility system . . . .
a. Significant Benefits
Section 10(c) (1) prohibits an acquisition of secufities
: which.is “&etrimantal to the carrying out of the provisions of
: Sectmon 11."* Section 11(b)(2) in turn requires the COmm1551on to
ensure that "the corporate stxuctuxe « « . of any‘company 1n the
holdlng'company system does not unaulyjor unnECéssarily
compllcate the structure, or unfairly or 1nequ1tab1y dlstrlbute
'votlng*power among securlty holders, of such holdlng company _
systemf"; The Commission has construed th;s requlrement, in the
context of the proposed,formatlon of a holdlng ccmpany over an
‘existing public utility, tofmean that the structural change must‘

result in “significant benefits” to the holding company system.

- CIPSCO Inc., supra, 47 SEC Docket at 178.
 As discussed in Item 1, above, the holding company
5 structureyresulting from the proposed recrganizaﬁion will‘yield

significant benefits. In short, it will facilitate the




enterprise’s participation in Unregulatea'bﬁsinesses, it will
better insulate PP&L’s utility ratepayers~£rom'the risks and
‘ccsts associated with business activities of unregulaﬁed
subsidiariés, it will enhaﬁCe:managerial accountability for
separate business activities and it will permit the use of
financing techhiques that are more directly suitea to the
particular requirements, characteristics and risks of unregulated
‘and non-utility operations without affecting the capital
structure or cre&itwarthiness of PP&L,. In cases involving
' simi1ar corporate reorganizations, thekCOmmission‘has.held that’
the existence of these kinds of potential benefits satisfies the
statutory standard of Section 10(c)(1). See, e.g., CIPSCO, Inc.,

supra, 47 SEC Docket at 178-79.

b. Economies and Efficiencies of an Inteqrated System

The restructuring wiil serve the public interest by
tenaing tdwdrds the economicai and efficient'deVelopment of‘én
1ntegrated public utlllty system, as requlred by Sectlon 10(c)(2)
of the 1935 Act.

(1) Economies and Efficiencies

In addition to the benefits referred to in ‘paragraph

- 2.a. of this Item, a number of economies and. eff1d1en01es w111

_ result from,the holding company structure.

| As the Comm1551on has found in a number of analogous
v,cases, a holding company structure would permit adjustments of a
utlllty s capital ratlos to appropriate levels through leldends
to, Or'equity,anestments from, the holding company. WPL E

‘Hbldingsf.znc., Holding Co. Act Release No.,25377, 49 sﬁc‘nocket
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1255, 1257 (1991). This ability to adjust the components of
PP&L’skcapitai structure will also increase general financial
‘flexibility, which;will allow PP&L to take advantage of more

eyattractlve financing opportunltles that mlght not otherw1se be

available. See CIPSCO Inc., supra, 47 SEC Docket at 179. The
flexibility associated with akbalanced capital structure‘permits
the issuance of various types of securities under ahy'COnditions
| and thus increases,the potential for cost reductdon, As the
Commission has noted in similar eircumstanCee, "lOwer-cost

financing can enhance efficient utility operations and benefit

ratepayer’s and senior security holders." KU Energy Corp.,
Holding Co. Act Release No. 25409, 50 SEC Docket 294, 296 (1991).

The restructuring should also help”to,broaden,the
holding company system's financial base and its 1nvestment appeal
by redu01ng the system’s dependence on its utility operations.
_This dlver51ty should also increase financing alternatives and
,feffiCiencies, since fiﬁancing may be tailored to the specific
needs and circumstances of the individual utility and non-utility
busxnesses.

The holdlng company structure will tend to 1nsulate
PP&L’s customers and securlty holders from the rlsks of ‘
kunregulatedgbu31nesses by allowing the enterprise to pursue such
businesses through newly created subsidiaries offHoldihg Company.-
~This reduced risk exposure should enable PP&L to raise new
preferred and debt capital at & lower cost than.mlght be~p0s51ble
if unregulated businesses were dlrect sub51d1ar1es of PP&L. As |

“the Comm1551on.has stated in similar circumstances, "the
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insulation of the utility businesses . . . from any risks of
dxversmflcatlon and the resulting lower costs should tend toward

more efflCLent and economlcal operatlon of therutlllty businesses

.« .« " CIPSCO, ;nc., supra, 47 SEC Docket at 180.
The Commission has noted in analogous cases that these

kinds of financial and organizational advantages will suffice to

‘satisfy Section 10(c) (2). See WPL Holdings, Inc., supra, 49 SEC

‘Docket at 1257-58. Mofeover, a Commission finding of

"efficiencies and economies" may be based "on the potential for

economiés presented by the acquisition even where these are not

 precisely quantifiable." American Electric Power Co., 46 SEC

1299, 1322‘(1978)A In this case, it is clear that the proposed

- restructuring promises to provide significant financial and

organizational advantages and that the substantial potential
economies and efficiencies meet the standard of Section 10{c) (2)

of the 1935 act.

(2) Integrated Public Utility System

-PP&L’s electric utility system is presently

"integrated"” within the meaning of Section 2(a)(29) of the 1935

Act and will remain so after the restructuring.

3. Section 10(f)

Section 10(f) provides that

The Commission shall not approve any acquisition
. « < under this section unless it appears to the
satisfaction of the Commission that such State
laws as may apply in respect of such acquisition
have been complied with, except where the
kCOmmlss1on finds that compllance w1th such State
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laws would be detrimental to the carrying out of
the provisions of section 11 . . . .

The Exchange is expressly conditioned on full

compliance with the laws of Pennsylvania. PP&L has filed an

' Applicatidn,withfthe;PUC; a copy of which is filed as Exhibit D-1

hereto, and a copy of the PUC’s determination pursuant thereto

© will be filed as Exhibit D-2 by amendment hereto. Finally, the

restructuring will be~ccnsummatéd in compliance with other

applicable Pennsylvania laws.

4.  Section 3(a)
' Following the proposed‘restructuring; neither Holding

Company nor PP&L intends to register as a holding company under

the 1935 Act. Holding Company believes that, following

~consummation of the Exchange, it will be entitled to exemption

ﬁn&er‘Section’B(a)(l) of the 1935 Act'from all of the provisions

of the 1935 Act (except for Section 9(a)(2) thereof) because it

~and each of the public utility subsidiaries from which it will
‘-derive-a material part of its income will be predcminantly

lntrastate in character and will carry on their bu31nesses

substantlally within the state of Pennsylvanla. Section 3{(a) (1)

also requires the:Comm1531on to grant the requested exemption

mynless and eXcept insofar as it finds the exemption detrimental

to the public interest or the interest of investors or

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

1935 Act.
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| Item 4. Regulatory Approval. | | |
The proposed‘restructuring will require thé approval of
‘the PUC. A copy of the Application to the PUC is fiied as
Exhibit DFl‘heretb, and a copy of the PUC’s determinaticn
pursuant thereto will be filéd as Exhibit D-2 by amendment
hereto. | ’
The FERC must approve;the proposed restructuring undexr
Section.203 of the Federal Power Act, and the Nuclear Regulatory
COmmission {"NRC") will be fequested to consent to the de jure
transfer of NRC licenses pursuant to Sectidn 184 of the Atomig
Energy Act and 10 C.F.R. §50.80. Copies of the application to
thesFERC andfﬁhe request to the NRC for consent wi11 be filed as
E#hibitskD«B.and~D—5 hereco, respectiveiy; and copies of the
FERC’s Order and NRC’s Order purSﬁant theréto will be filed as
 Exhibits D¥4‘ande~6, respectiﬁely,kby amendmént'heretoa
| No other state or Federal commission has jurisdidtion’

ovetr the proposed restructuring.

Item 5. Procedure.

V Holding Company résPectfully regquests the Commissionyto
 prompt1y'issue and publish the requisite notice under Rule 23
with respect to the filing of this applicatiOn,~to'proviae for
' the filing of comments in a timeframe that permitsfthe Commission
té'eﬁ%er an orderfgranting‘and\permitting this application to

become effective on or before September 30, 19%4. A form of

notice suitable for publication in the Federal Register is

. attached hereto as Exhibik H-1.
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}Holding Company does not believe that there should be a
recommended decision by a hearing officer or any other |
iesponsiblerfficer of the Commission or that there should be a
- 30-day waiting period between the issuance for the Commission’s
~order and the date on which it is to become effective. Holding
Company requests that the Commission’s oider~beCOme effective
i immediately upoﬁ‘the entry thereof. Holding Company consents to
the Division of Corporate Regulation assisting in the preparatibn
-of the Conmission’s decision and/or order in this matter, unless

“the Division opposes this application.

Itém/s.‘ Exhibits and Financial Statements.
| PFinancial statements of Holding Company aré'not
inclﬂ&ea«becauSe it has no assets and has not engagéd in any
business operations. Pro forma financial statements of PP&L and
- saﬁe.Harbcr'aré not included because the Exchange will have no
',effect on'the financial statements of such companies.

NO.  DESCRIPTION METHOD OF FILING

~A-1  Articles of Incorporation of Filed herewith
Holding Company :

A~2 By-Laws of Holding Company - Filed herewith

A-3 'Restated Articles of Incorporated‘herein by
Incorporation of PP&L reference to Exhibit 3(i)

to PP&L’s Form 8-K Report
(File No. 1-905) dated
January 26, 1994

A-4 By-Laws of PP&L Incorporated herein by

, _reference to Exhibit 3(b)
to PP&L‘*s Form 10-K Report
{File No. 1-905) for the
year ended December 31,
1991 :



D-5

D6

B-1

Pl
F-2

CH-1

-1

DESCRIPTION

Proposed form of Plan of

~ Exchange

Application to the PUC, dated

March 18, 1994

Determination of the PUC
Application for FERC
authorization under Section
203 of the Federal Power Act

Order of the FERC

‘Request for NRC consent under

Section 184 of the Atomic
Energy Act and 10 C.F.R.
§50.80

Oraer of the NRC

Map show;na serv;ce area of

- PP&L

Preliminary opinion of counsel

"past-tense" opinion of
¢counsel

Consolidated Balance Sheet of

PP&L as of December 31, 1993
and Consolidated Statéments of
Income, Shareowners’ Common
Equity and Cash Flows for the
three fiscal yvears ended
DECémber‘31; 1993

PP&L‘s Current Report on Form

8- K’datedAAprll 7, 1994

Consolidated Balance Sheet of

Safe Harbor as of December 31,
1993 and Consolidated
Statements of Income,
Stockholders’ Equity and Cash
Flows for the three fiscal
years ended December 31, 1993

Forchf Notice

~ Fees, Commissions and Expenses.
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METHOD OF FILING

Filed herewith

. Filed herewith

To be filed by amendment

To be filed by amendment

To be filéd.by‘amendment

To be filed by amendment

To be filed by amendment

 Filed herewith

To be.filed!by;amendment'

 To be filed by amendment

Incorporated by reference

to PP&L’s Annual Report on

Form 10-K for the fiscal
vear ended December 31,
1993 '

Incorporated by reference

to PP&L‘s Current Report on

Form 8-K dated April 7,
1994 ‘

Filed herewith

Filed herewith

To be filed by amendment
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‘Item 7. Information as to Environmental Effects.

Holding Company does not believe that the restructuring
will involve a "major federal action" nor will it "significantly

affect the gquality of the human environment! as thbsé terms are

used in Section 102(2) (¢) of the National Environmental Policy

"Aéta The only*fe&eral actions related to the restructuring

pertain to the Comm1551on s declaratlon of the effectlveness of

the Reglstratlon Statement, Comm1551on approval of this

~application, the FERC’s authorization under Section 203 of the
vFederal Power Act, and the NRC’s consent ﬁnder~Section 184 of the

‘Atomic Energy Act. The restructuring will not result in changes

in the operations of PP&B or Safe Harbor that would have any

impact‘on‘the environment. No Federal agency has prepared or is

preparing an environmental impact statement with respect to the

broposed restructuring.




SIGNATURE

; Pursuant to the redquirements of the Public Utlllty :

_ : Haldlng Company*Act of 1935, the unders;gned.company has duly

* ~caused this statement to be signed on its behalf by the :
. undersigned thereunto duly authorized.

PP&L RESOURCES, INC.

~Date: April 21, 1994 - By: [/s/ William F. Hecht
: , o William F. Hecht
President
{signature and printed hame
and title of signing officer)
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. 25E-G (relating to control transactions, business combinations
_Wcontrcl-sharefacquisitions,andidisgargement by certain

. reservation.

‘BttiCles of Incorporation this 14th day of March, 1994

ARTICLES OF INCORPORATION
| ~ or |
PPSL REBOURCES, INC.

1. 'The name of the corporation is PP&LJReSourcea, Inc.

8 2. The address of the régistered;ofrice,of;the
corporation in this Commonwealth is Two North Ninth Street,

~ Allentown, Lehigh County, Pennsylvania 18101-1175.

3. The corporation is incorporated under the

| prOVisions of the Business Corporation Law of 1988.

4. The aggregate number of shares vhich the

'cbrparaticn;shgll have the authority to issue is 100 shares, pax’:

vaiugk$;01 per share.

; 5. Thershareholders ot”thekcprporatidn Shall«not‘have,
the right to cumulate their votes for the election of directors
of the corporation. , ‘ ,

_k,é. The follewing provisions of the Business
Corporation Law of 1988 shall not be applicable to the

- corporation: 15 Pa.c.S. § 2538 (relating to approval of

transactions with interested‘shareholders) and 15 Pa.C.S. Subchs;
.

controlling shareholders following attempts to acquire cbﬂtrol,
respectively). - s AR o '

, 7. These artic1e5~§£ incdrporation;hay‘be,amended,in~
the manner at the time prescribed by statute, and all rights o
conferred upon sharehalders herein are granted subject to this

IN HITNESS,WHEREO?, the Incorporator has executed fhese

-

"Wm%ﬁ.ku;m@né 




EXHIBIT &A-2




BYLAWS
: ~OF ,
PP&L RESOURCES, INC.
{a Pennsylvania Corporation)
- . QOOOOOD . e :

ARTICLE I

Offices and Fiscal Year

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

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

Section 1.03. Fiscal Vear.--The fiscal year of the
corporation shall begin on the 1st day of January in each year.
ARTICLE II
Notice--Waivers--Meetings Generally

Section 2.01. ing Notice.

- fa) General Rule.--Whenever written notice is required to
- be given to any person under the provisions of the Business
. Corporation Law or by the articles or these bylaws, it may be
~ given to the person either personally or by sending a copy
thereof by first class or express mail, postage prepaid, or by
- telegram (with messenger service specified), telex or TWX (with
answerback received) or courier service, charges prepaid, or by
facsimile transmission to the address (or to the telex, TWX,
facsimile or telephone number) of the person appearing on the
books of the corporation or, in the case of directors, supplied
by the director to the corporation for the purpose of notice. If
the notice is sent by mail, telegraph or courier service, it

~shall be deemed to have been given to the person entitled thereto

when deposited in the United States mail or with a telegraph
~©office or courier service for delivery to that person or, in the
case of telex or TWX, when dispatched or, in the case of
facsimile transmission when received. A notice of meeting shall
specify the place, day and hour of the meeting and any other
information required by any other provision of the Business
Corporation Law, the articles or these bylaws. '




: (b) Adjourned sShareholder Meetings.--When a meeting of
shareholders is adjourned, it shall not be necessary to give any
notice of the adjourned meeting or of the business to be

~ transacted at an adjourned meeting, other than by announcement at

the meeting at which the adjournment is taken, unless the board
fixes a new record date for the adjourned meeting in which event

- notice shall be given in accordance with Section 2.03.

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

Section 2.03. Notice of Meetings of Sharsholders.

(a) General Rule.--Written notice of every meeting of the
shareholders shall be given by, or at the direction of, the
secretary or other authorized person to each shareholder of ,
record entitled to vote at the meeting at least (1) ten days
prior to the day named for a meeting (and, in case of a meeting
called to consider a merger, consolidation, share exchange or
division, to each shareholder of record not entitled to vote at
the meeting) called to consider a fundamental change under 15
Pa.C.S. Chapter 19 or (2) five days prior to the day named for
the meeting in any other case. If the secretary neglects or
refuses to give notice of a meeting, the person or persons
calling the meeting may do so. In the case of a special meeting
of shareholders, the notice shall specify the general nature of
the business to be transacted. '

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

‘a copy of the proposed amendment or a summary of the changes to

be effected thereby.

Notice of Action by Shareholders on Fundamental

- {e)

‘Change.-=In the case of a meeting of the shareholders that has as

one of its purposes action with respect to any fundamental change
under 15 Pa.C.S. Chapter 19, each shareholder shall be given,
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~ together with written notice of the meeting, a copy or summary of
~the amendment or plan to be considered at the meeting in
compliance with the provisions of Chapter 19. :

(d) Notice of Action by Shareholders @Givij ise to
Dissenters Rights.--~In the case of a meeting of the shareholders
that has as one of its purposes action that would give rise to
~dissenters rights under the provisions of 15 Pa.C.S. Subchapter
15D, each shareholder shall be given, together with written
notice of the meeting:

(1) a statement that the shareholders have a right to
dissent and obtain payment of the fair value of their shares
by complying with the provisions of Subchapter 15D (relating
to dissenters rights); and o :

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

(a) Written Wajver.--Whenever any written notice is

' ;required to be given under the provisions ¢f the Business

Corporation Law, the articles or these bylaws, a waiver thereof
in writing, signed by the person or persons entitled to the
notice, whether before or after the time stated therein, shall be
deemed equivalent to the giving of the notice. Neither the
business to be transacted at, nor the purpose of, a meeting need
be specified in the waiver of notice of the meeting.

(b) Waiver by Attendance.--Attendance of a person at any
- meeting shall constitute a waiver of notice of the meeting except
~where a person attends a meeting for the express purpose of
objecting, at the beginning of the meeting, to the transaction of
any business because the meeting was not lawfully called or
convened..

Section 2.05. Modification of Proposal Contained in
Notice.-~Whenever the language of a proposed resolution is
‘included in a written notice of a meeting required to be given
under the provisions of the Business Corporation Law or the
articles or these bylaws, the meeting considering the resolution
- may without further notice adopt it with such clarifying or other
amendments as do not enlarge its original purpose.

Section 2.06. Exception to Requirement of Notice.

(a) General Rule.--Whenever any notice or communication is
‘required to be given to any person under the provisions of the
Business Corporation Law or by the articles or these bylaws or by
~the terms of any agreement or other instrument or as a condition
~precedent to taking any corporate action and communication with
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that person is then unlawful, the giving of the nptice or
communication to that person shall not be required.

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

- Section 2.07. Use of Con: : ] ‘
Equipment.--Any director may participate in any meeting of the
board of directors, and the board of directors may provide by
resolution with respect to a specific meeting or with respect to
a class of meetings that one or more persons may participate in a
meeting of the shareholders of the corporation, by means of
conference telephone or similar communications equipment by means
of which all persons participating in the meeting can hear each 7
other. Participation in a meeting pursuant to this section shall
constitute presence in person at the meeting.

ARTICLE III
Shareholders

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

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

Section 3.03. Specjal Meetjngs.
(a) CLall of Special Meetings.--Special meetings of the

shareholders may be called at any time:
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(1) by the board of directors; or

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

: (b) Fixing of Time for Meeting.--At any time, upon written
request of any person who has called a special meeting, it shall
be the duty of the secretary to fix the time of the meeting which

shall be held not more than 60 days after the receipt of the

request. If the secretary neglects or refuses to fix the time of
the meeting, the person or persons calling the meeting may do so.

Section 3.04. Quorum and Adjournment.

(a) General Rule.--A meeting of shareholders of the
corporation duly called shall not be organized for the
transaction of business unless a quorum is present. The presence
of shareholders entitled to cast at least a majority of the votes
that all shareholders are entitled to cast on a particular matter
to be acted upon at the meeting shall constitute a gquorum for the
purposes of consideration and action on the matter. Shares of
the corporation owned, directly or indirectly, by it and
controlled, directly or indirectly, by the board of directors of
this corporation, as such, shall not be counted in determining
the total number of outstanding shares for quorum purposes at any
given time. :

(b) Withdrawal of a Quorum.--The sharcholders present at a

duly organized meeting can continue to do business until , ,
~adjournment notwithstanding the withdrawal of enough shareholders
to leave less than a quorunm. ;

(¢) Adjournments Generally.--Any regular or special meeting

of the shareholders, including one at which directors are to be

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

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

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

except that any meeting at which directors are to be elected
shall be adjourned only from day to day or for such longer
periods not exceeding 15 days each as the shareholders present
and entitled to vote shall direct.

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

- section, shall nevertheless constitute a quorum for the purpose

of electing directors.




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

forth in the notice of the meeting if the notice states that
those shareholders who attend the adjourned meeting shall
nevertheless constitute a quorum for the purpose of acting upon
the matter.

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

, Section 3.06. Organization.--At every meeting of the
shareholders, the chairman of the board, if there be one, or, in
the case of vacancy in office or absence of the chairman of the
board, one of the following persons present in the order stated:
the vice chairman of the board, if there be one, the president,
the vice presidents in their order of rank and seniority, or a
person chosen by vote of the shareholders present, shall act as
thairman of the meeting. The secretary or, in the absence of the
secretary, an assistant secretary, or, in the absence of both the
secretary and assistant secretaries, a person appointed by the
chairman of the meeting, shall act as secretary of the meeting.

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

~ Section 3.08. Voting and Other Action by Proxy.
(a) General Rule.-=
(1) Every shareholder entitled to vote at a meeting of
shareholders or to express consent or dissent to corporate

action in writing without a meeting may authorize another
person to act for the shareholder by proxy.

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

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

(b) Execution and Filing.--Every proxy shall be executed in
writing by the shareholder or by the duly authorized ,
attorney~in-fact of the shareholder and filed with the secretary
of the corporation. A telegram, telex, cablegram, datagram or ,
similar transmission from a shareholder or attorney-in-fact, or a
photographic, facsimile or similar reproduction of a writing
eXecuted by a shareholder or attorney-in-fact:

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

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

~(c) Revocation.--A proxy, unless coupled with an interest,
shall be revocable at will, notwithstanding any other agreement
or any provision in the proxy to the contrary, but the revocation
of a proxy shall not be effective until written notice thereof
has been given to the secretary of the corporation. An unrevoked
proxy shall not be valid after three years from the date of its
- execution unless a longer time is expressly provided therein. a
proxy shall not be revoked by the death or incapacity of the
maker unless, before the vote is counted or the authority is
exercised, written notice of the death or incapacity is given to
the secretary of the corporation.

(d) Expenses.--The corporation shall pay the reasonable
_expenses of solicitation of votes, proxies or consents of
shareholders by or on behalf of the board of directors or its
nominees for election to the board, including solicitation by
professiocnal proxy solicitors and otherwise. '

Section 3.09. Voting by Fiduciaries and Pledgees.--Shares
of the corporation standing in the name of a trustee or other
fiduciary and shares held by an assignee for the benefit of
creditors or by a receiver may be voted by the trustee,
fiduciary, assignee or receiver. A shareholder whose shares are
pledged shall be entitled to vote the shares until the shares
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have been transferred into the name of the pledgee, or a nominee
of the pledgee, but nothing in this section shall affect the
validity of a proxy given to a pledgee or nominee.

Section 3.10. Voting by Joint Holders of Shares.

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

fiduciaries or otherwise:

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

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

themselves.

. (b) Exception.--If there has been filed with the secretary
of the corporation a copy, certified by an attorney at law to be
correct, of the relevant portions of the agreement under which
the shares are held or the instrument by which the trust or
estate was created or the order of court appointing them or of an
order of court directing the voting of the shares, the persons
specified as having such voting power in the document latest in
date of operative effect so filed, and only those persons, shall
be entitled to vote the shares but only in accordance therewith.

Section 3.11. YVoting by Corporations.

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

o (b) Controlled Shares.--Shares of this corporation owned,
directly or indirectly, by it and controlled, directly or
indirectly, by the board of directors of this corporation, as
such, shall not be voted at any meeting and shall not be counted




in determining the total number of outstanding shares for voting
purposes at any given time.

Section 3.12. Determination of Shareholders of Record.

(a) Fixing Record Date.--The board of directors may fix a
time prior to the date of any meeting of shareholders as a record
date for the determination of the shareholdersz entitled to notice
of, or to vote at, the meeting, which time, excéept in the case of
an adjourned meeting, shall be not more than 90 days prior to the
date of the meeting of shareholders. Only shareholders of record
on the date fixed shall be so entitled notwithstanding any
transfer of shares on the books of the corporation after any
record date fixed as provided in this subsection. The board of
directors may similarly fix a record date for the determination
of shareholders of record for any other purpose. When a
determination of shareholders of record has been made as provided
in this section for purposes of a meeting, the determination
shall apply to any adjournment thereof unless the board fixes a
new record date for the adjourned meeting.

(b) Determination When a Record Date is Not Fixed.--If a

record date is not fixed:

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

- notice is waived, at the close of business on the day ,
immediately preceding the day on which the meeting is held.

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

{3) The record date for determining shareholders for
any other purpose shall be at the close of business on the
day on which the board of directors adopts the resolution

- relating thereto.

: (c} Certification by Nominee.--The board of directors may
adopt a procedure whereby a shareholder of the corporation may
certify in writing to the corporation that all or a portion of
the shares registered in the name of the shareholder are held for
the account of a specified person or persons. Upon receipt by
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the corporation of a certification complying with the procedure,
the persons specified in the certification shall be deemed, for
the purposes set forth in the certification, to be the holders of
record of the number of shares specified in place of the
shareholder making the certification.

Section 3.13. Voting Lists.

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

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

‘Section 3.14. Judges of Election.

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

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

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

- respects as the decision, act or certificate of all.

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

Section 3.15.

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

. class of shareholders may be taken without a meeting if, prior or
subsequent to the action, a consent or consents thereto by all of
the shareholders who would be entitled to vote at a meeting for
such purpose shall be filed with the secretary of the
corporation. :

(b) Partial Written Consent.--Any action required or V
permitted to be taken at a meeting of the shareholders or of a
class of shareholders may be taken without a meeting upon the
written consent of shareholders who would have been entitled to
~ cast the minimum number of votes that would be necessary to
authorize the action at a meeting at which all shareholders
entitled to vote thereon were present and voting. The consents
shall be filed with the secretary of the corporation. The action
shall not become effective until after at least ten days’ written
- notice of the action has been given to each shareholder entitled

to vote thereon who has not consented thereto. ‘

Section 3.16. Minors as Securitvholders.--The corporation
may treat a minor who holds shares or obligations of the
corporation as having capacity to receive and to empower others
- to receive dividends, interest, principal and other payments or

~distributions, to vote or express consent or dissent and to make

elections and exercise rights relating to such shares or
obligations unléess, in the case of payments or distributions on
shares, the corporate officer responsible for maintaining the

list of shareholders or the transfer agent of the corporation or,
in the case of payments or distributions on obligations, the

- treasurer or paying officer or agent has received written notice
that the holder is a minor.
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ARTICLE IV

Board of Directors,

Section 4.01.

_(a) General Rule.--Unless otherwise provided by statute,
all powers vested by law in the corporation shall be exercised by

- or under the authority of, and the business and affairs of the

corporation shall be managed under the direction of, the board of
directors. S

{b) Fundamenta]l I;ggsacgiogs.—-Wherefany,provision of 15
Pa.C.S. Ch. 19 requires that an amendment of the articles, a plan
or the dissolution of the corporation be prcposed or approved by
action of the board of directors, that requirement shall be
construed to authorize and be satisfied by the written agreement
or consent of all of the shareholders of the corporation entitled
to vote thereon. : :

(<)

irectors, -«

(1) To the fullest extent that the laws of the
Commonwealth of Pennsylvania, as now in effect or as
hereafter amended, permit elimination or limitation of the
liability of directors, no director of the corporation shall
be personally liable for monetary damages as such for any
action taken, or any failure to take any action, as a
; (2) Any amendment or repeal of this Section 4.01 which
has the effect of increasing directors’ liability shall
operate prospectively only, and shall not affect any action
taken, or any failure to act, prior to its adoption.

(The provisions of this subsection (c) were first adopted by the
shareholders of the corporation on March ; 19%4.) :

k(d)"nbtation of Dissent.~--A director who is present at a

‘meeting of the board of directors, or of a committee of the

board, at which action on any corporate matter is taken on which
the director is generally competent to act, shall be presumed to
have assented to the action taken unless his or her dissent is
entered in the minutes of the meeting or unless the director

&

~files a written dissent to the action with the secretary of the

meeting before the adjournment therecf or transmits the dissent
in writing to the secretary of the corporation immediately after
the adjournment of the meeting. The right to dissent shall not
apply to a director who voted in favor of the action. Nothing in

| ~this section shall bar a director from asserting that minutes of

the meeting incerrectly omitted his or her dissent if, promptly
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upon receipt of a copy of such minutes, the director notifies the

secretary, in writing, of the asserted omission or 1naccuracy.

Section 4.02.

(a) Qualifications.--Each director of the corporation shall
be a natural person of full age who need not be a resident of the
Commonwealth of Pennsylvania or a shareholder of the corporation.

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

~elected by the shareholders.

(c) Nomination of Candidates.-~Upon the demand of any

shareholder at any meeting of shareholders for the election of

directors the chairman of the meeting shall call for and shall
afford a reasonable opportunity for the making of nominations for
the office of director. If the board of directors is classified
with respect to the power to elect directors or with respect to

 the terms of directors and if, due to a vacancy or vacancies, or

otherwise, directors of more than one class are to be elected,
each class of directors to be elected at the meeting shall be
nonminated and elected separately. Any sharsholder may nominate
as many persons for the office of director as there are positions
to be filled. If nominations for the office of director have
been called for as provided in this section only candidates who
have been so nominated shall be eligible for election.

~(d) Election of Directors.--In elections for directors,
voting need not be by ballot, unless required by vote of the
shareholders before the VOtingffor‘the election of directors

- begins. The candidates receiving the highest number of votes

from each class or group of classes, if any, entitled %o elect
directors separately up to the number of directors to be elected
by the class or group of classes shall be elected. 1I# at any
meeting of shareholders, directors of more than one class are to
be elected, each class of directors shall be elected in a
separate election.

Section 4.03.

(a) Number.~--The board of directors shall consist of such
number of directors, not less than two nor more than seven, as
may be determined from time to time by resolution of the board of
directors.

{(b) Term of Office.~-Each director shall hold office for

- one year and until a successor has been selected and qualified or

until his or her earlier death, resignation or removal. A

 decrease in the number of dlrectors shall not have the effect of

shortenlng the term of any incumbent director.
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(¢) Resignation.--Any director may resign at any time upon
written notice to the corporation. The re51gnatlon shall be
effective upon receipt thereof by the corporat;on or at such
subsequent time as shall be specified in the notice of
resignation.

Section 4.04. Vacancies.

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

(b) Actlon by Resigned Dlrecto;s.«-When,one or more
directors resign from the board effective at a future date, the

- directors then in office, including those who have so re51gned,

shall have power by the applicable vote to £ill the vacancies,
the vote thereon to take effect when the resignations become
effective.

Section 4.05. Removal of Directors.

(a) Removal by the Shareholders.--~The entire board of

'dlrectcrs, ‘or any class of the board, or any individual director

may be removed from office by vote of the shareholders entitled
to vote thereon without assigning any cause. In case the board
or a class of the board or any one or more directors are so
removed, new directors may be elected at the same meeting.

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

attending a meeting of the board of directors.

Section 4.06. Place of Meet1nqs.~—neet1ngs of the board of
directors may be held at such place within or without the
Commonwealth of Pennsylvanla as the board of dlrectors may from
time to time appoint or as may be designated in the notice of the

meeting.

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

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

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

~ person appointed by the chairman of the meeting, shall act as

secretary of the meeting.
, Section 4.08. Reqular Meetings.--Regular meetings of the
board of directors shall be held at such time and place as shall

be designated from time to time by resolution of the board of
directors.

Section 4.09. Special Meetings.--Special meetings of the

~board of directors shall be held whenever called by the chairman

or by two or more of the directors.

Section 4.10. Quorum of and Action b Directors.

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

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

Section 4.11. Executive and Other Committees.

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

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

~(2) The creation or filling of vacancies in the board
of directors.

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

(5) Action on matters committed by a resolution of the
board of directors to another committee of the board.

(b) Alternate Committee Members.--The board may designate
‘onie or more directors as alternate members of any committee who
may replace any absent or disqualified member at any meeting of
the committee or for the purposes of any written action by the
committee. In the absence or disqualification of a member and
- alternate member or members of a committee, the member or members
thereof present at any meeting and not disqualified from voting,
whether or not constituting a quorum, may unanimously appoint
another director to act at the meeting in the place of the absent
or disgqualified member.

(¢) Term.--Each committee of the board shall serve at the
pleasure of the board. :

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

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

ARTICLE V
Officers

Section 5.01. Officers Generally.

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

corporation. Any number of offices may be held by the same :
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(b) Bonding.--The corporation may secure the fidelity of
any or all of its officers by bond or otherwise.

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

Section 5.02. Election, Term of Office:and.Resignations.

(a) Election and Term of Office.--The officers of the
corporation, except those elected by delegated authority pursuant
to Sectien 5.03, shall be elected annually by the board of
directors, and each such officer shall hold office for a term of
one year and until a successor has been selected and qualified or
until his or her earlier death, resignation or removal.

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

Section 5.03. Subordinate icers, Commjittees and Agents.-
=The board of directors may from time to time elect such other
officers and appoint such committees, employees or other agents
as the business of the corporation may require, including ane or
more assistant secretaries, and one or more assistant treasurers,
each of whom shall hold office for such period, have such
~authority, and perform such duties as are provided in these
bylaws, or as the board of directors may from time to time
determine. The board of directors may delegate to any officer or
committee the power to elect subordinate officers and to retain
or appoint employees or other agents, or committees thereof, and
to prescribe the authority and duties of such subordinate
officers, committees, employees or other agents.
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Section 5.04. Removal of Officers and Agents.--Any officer
or agent of the cmrporatien:may be removed by the board of
directors with or without cause. The removal shall be without

prejudice to the contract rights, if any, of any person so

removed. Election or appointment of an officer or agent shall
not of itself create contract rights.

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

Section 5.06. Authority.

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

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

Section 5.07. The Chairman and Vice chajrman of the Board.-
~The chairman of the board or in the absence of the chairman, the
vice ¢chairman of the board, or in the absence of a chairman or
vice chairman of the Board, a chairman appointed at the mesting,
shall preside at meetings of the shareholders and of the board of
directors, and shall perform such other duties as may from time

,td time be requested by the board of directors.

Section 5.08. The President.--The president shall have
general supervision over the business and operations of the
corporation, subject however, to the control of the board of
directors and, if the chairman of the board is the chief
executive officer of the corporation, the chairman of the board.
The president shall sign, execute, and acknowledge, in the name
of the corporation, deeds, mortgages, bonds, contracts or other
instruments, authorized by the board of directors, except in
cases where the signing and execution thereof shall be expressly
delegated by the board of directors, or by these bylaws, to some
other officer or agent of the corporation; and, in general, shall
perform.all duties incident to the office of pre51dent and such

- other duties as from time to time may be assigned by the board of
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diréctors‘and, if the chairman of the board is the chief
executive officer of the corporation, the chairman of the board.

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

Section 5.10. The Secretary.-~The secretary or an assistant
secretary shall attend all meetings of the shareholders and of
the board of directors and all committees thereof and shall
record all the votes of the shareholders and of the directors and
the minutes of the meetings of the shareholders and of the board
of directors and of committees of the board in a book or books to
be kept for that purpose; shall see that notices are given and
records and reports properly xept and filed by the corporation as
required by law; shall be the custodian of the seal of the

- corporation and see that it is affixed to all documents to be

executed on behalf of the corporation under its seal; and, in
general, shall perform all duties incident to the office of

- Secretary, and such other duties as may from time to time be

assigned by the board of directors or the president.

Section 5.11. The Treasurer.--The treasurer or aniassistant
treasurer shall have or provide for the custody of the funds or
other property of the corporation: shall collect and receive or

provide for the collection and receipt of moneys earned by or in

any manner due to or received by the corporation; shall deposit
all funds in his or her custody as treasurer in banks or other

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

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

Section 5.12. Salaries.--The salaries of the officers
elected by the board of directors shall be fixed from time to
time by the board of directors or by such officer as may be
designated by resolution of the board. The salaries or other
compensation of any other officers, employees and other agents
shall be fixed from time to time by the officer or committee to
which the power to elect such officers or to retain or appoint

such employees or other agents has been delegated pursuant to

Section 5.03. No officer shall be prevented from receiving such
salary or other compensation by reason of the fact that the
officer is also a director of the corporation.
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ARTICLE VI
Certificates of Stock, Transfer, Etc.

Section 6.01. Share Certificates.

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

-the authority of the board of directors to fix and determine the

des;gnatlons, voting rights, preferences, limitations and special
rights of the classes and series of shares of the corporation.

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

Section 6.02. Issuance.~--The share certificates of the
corpcratlon shall be numbered and registered in the share
register or transfer books of the corporation as they are issued.

They shall be executed in such manner as the board of directors
shall determine.

Section 6.03. Transfer.~~Transfers of shares shall be made
on the share register or transfer books of the corporation upon
surrender of the certificate therefor, endorsed by the person
named in the certificate or by an attorney lawfully constituted
in wrltlng. No transfer shall be made inconsistent with the
provisions o6f the Uniform Commercial Code, 13 Pa.C.S. §§ 8101 et
seqg., and its amendments and supplements.

Section 6.04. Record Holder of Shares.--The corporation
shall be entitled to treat the person in whose name any share or
shares of the corporation stand on the books of the corporation
as<the;absolute owner thereof, and shall not be bound to
recognize any equitable or other claim to, or 1nterest in, such
share or shares on the part of any other person.
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been a director or officer of the corporation or by reason of the

Section 6.05. Lost, | : tilated Certjficates.--
The holder of any shares of the corporation shall immediately
notify the corporation of any loss, destruction or mutilation of
the certificate therefor, and the board of directors may, in its
discretion, cause a new certificate or certificates to be issued
to such holder, in case of mutilation of the certificate, upon
the surrender of the mutilated certificate or, in case of loss or
destruction of the certificate, upon satisfactory proof of such
loss or destruction and, if the board of directors shall so
determine, the deposit of a bond in such form and in such sum,
and with such surety or sureties, as it may direct.

ARTICLE VII

Indemnification of Directors, Officers
and Other Authorized Representatives

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

Section 7.01. Indemnification of Directors and Officers.

(a) ight to Indemnification. Except as prohibited by law,
every director and officer of the corporation shall be entitled
as of right to be indemnified by the corporation against
reasonable expense and any liability paid or incurred by such
person in connection with any actual or threatened claim, action,
suit or proceeding, civil, criminal, administrative,
investigative or other, whether brought by or in the right of the
corporation or otherwise, in which he or she may be involved, as
a party or otherwise, by reason of such person being or having

fact that such person is or was serving at the request of the
corporation as a director, officer, employee, fiduciary or other
representative of another corporation, partnership, joint
venture, trust, employee benefit plan or other entity (such
claim, action, suit or proceeding hereinafter being referred to
as "action"). Such indemnification shall include the right to
have expenses incurred by such person in connection with an
action paid in advance by the corporation prior to final
disposition of such action, subject to such conditions as may be
prescribed by law. Persons who are not directors or officers of
the corporation may be similarly indemnified in respect of
service to the corporation or to another such entity at the
request of the corporation to the extent the board of directors
at any time denominates such person as entitled to the benefits
of this Section 7.01. As used herein, "expense" shall include
fees and expenses of counsel selected by such person; and
“liability" shall include amounts of judgments, excise taxes,
fines and penalties, and amounts paid in settlement.
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| Right of Claimant to Bring Suit. If a claim under
paragraph (a) of this Section 7.01 is not paid in full by the
corporation within thirty days after a written claim has been
received by the corporation, the claimant may at any time
thereafter bring suit against the corporation to recover the
unpaid amount of the claim, and, if successful in whole or in
part, the claimant shall also be entitled to be paid the expense
of prosecuting such claim. It shall be a defense to any such
action that the conduct of the claimant was such that under
Pennsylvania law the corporation would be prohibited from
indemnifying the claimant for the amount claimed, but the burden
of proving such defense shall be on the corporation. Neither the
failure of the corporation (including its board of directors,
independent legal counsel and its shareholders) to have made a
determination prior to the commencement of such action that
indemnification of the claimant is proper in the circumstances
because the conduct of the claimant was not such that
‘indemnification would be prohibited by law, nor an actual
determination by the corporation (including its board of
directors, independent legal counsel or its shareholders) that
the conduct of the claimant was such that indemnification would
be prohibited by law, shall be a defense to the action or create
4 presumption that the conduct of the claimant was such that
indemnification would be prohibited by law.

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

; (d) Non-Exclusivity: Nature and Extent of Rights. The
right of indemnification provided for herein (1) shall not be
deemed exclusive of any other rights, whether now existing or
hereafter created, to which those seeking indemnification
hereunder may be entitled under any agreement, bylaw or charter
provision, vote of sharecholders or directors or otherwise, (2)
shall be deemed to create contractual rights in favor of persons
entitled to indemnification hereunder, (3) shall continue as to
persons who have ceased to have the status pursuant to which they
- were entitled or were denominated as entitled to indemnification
hereunder and shall inure to the benefit of the heirs and legal
representatives of persons entitled to indemnification hereunder
and (4) shall be applicable to actions, suits or proceedings
commenced after the adoption hereof, whether arising from acts or
- omissions occurring before or after the adoption hereof. The
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rlght of indemnification provided for herein may not be amended,
modified or repealed so as to limit in any way the :
indemnification prov;ded for herein with respect to any acts or
omissions occurring prior to the effective date of any such
amendment, modification or repeal.

Section 7.02. Indemnification of Persons Not Indemnified

Under _Section 7.01.

{(a) The provisions of this Section 7.02 are appllcable
only to employees and other authorized representatives of the
corporation who are not entitled to the benefits of Section 7.01
pursuant to either the terms of Section 7.01 or a resolution of
the board of directors of the corporation.

{(b) X « The corporatlon shall
1ndemn1fy any employee of the corporatlon whe was or is a party
or is threatened to be made a partv to any threatened, pendlng or
completed action, suit or proceedlng, whether civil, cxlmlnal,
administrative or investigative (other than an actlon by or in
the rlght of the corporation) by reason of the fact that such
person is or was an authorized representative of the corporation
(which, for the purposes of this Section 7.02, shall mean an
employee or agent of the corporation, or a person who is or was
serving at the request of the corporation as a director, officer,
employee, fiduciary or agent of another corporation, partnership,
301nt venture, trust, employee benefit plan or other enterprise)
against expenses (1nc1ud1ng attorneys? fees), judgments, fines
and amounts pald in settlement actually and reasonably incurred
by such person in connection with such action, suit or proceeding
if such person acted in good faith and in a manner such person
reasonably believed to be in, or not opposed to, the best
interests of the corporation, and, with respect to any criminal
action or proceeding, had no reasonable cause to believe his or
her coriduct was unlawful. The termination of any action, suit or
proceeding by judgment, order, settlement, conviction, or upon a
plea of nolo contendere or its equivalent, shall not, of 1tse1f,
create a presumption that the person did not act in good faith
and in a manner which that person reasonably believed to be in,
or not opposed to, the best interests of the corporation, and,
with respect to any criminal action or proceeding, had reasonable
cause to believe that his or her conduct was unlawful.

{(¢) yloyees; Derivative Actions. The.corporatlon shall
1ndemn1fy any employee of the corporation who was or is a party

or is threatened to be made a party to any threatened, pendlng or

completed,actlon or suit by or in the right of the corparatlon to
procure a judgment in its favor by reason of the fact that such
personels or was an authorized representative of the corporation,
against expenses (including attorneys' fees) actually and

- reasonably incurred by such person in connection with the defense

or settlement of such action or suit if such person acted in good
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faith and in a manner such person reasonably believed to be in,
or not opposed to, the best interests of the corporation and
except that no indemnification shall be made in respect of any
claim, issue or matter as to which such person shall have been
adjudged to be liable for negligence or misconduct in the
performance of his or her duty to the corporation unless and only
to the extent that the court of common pleas of the county in
which the registered office of the corporation is located or the
court in which such action or suit was brought shall determine
upon application that, despite the adjudication of liability but
in view of all the circumstances of the case, such person is
fairly and reasonably entitled to indemnity for such expenses
which the court of common pleas or such other court shall deem
pProper. '

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

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

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

(2) 1if such a quorum is not obtainable, or, even if
obtainable, a majority vote of a quorum of disinterested
directors so direct, by independent legal counsel in a
written opinion, or
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(3) by the shareholders.

() Advagc1ng Expenses. Expenses (including attorneys?’
fees) incurred in defending a civil or c¢riminal action, suit or
proceedlng shall be paid by the corporation in advance 6f the
final disposition of such action, suit or proceeding, upon
receipt of an undertaklng by or on behalf of an employee to repay
such amount unless it shall ultimately be determined that such
person ig entitled to be indemnified by the corporation as

‘required in this Section 7.02 or as authorized by law and may be

paid by the corporation in advance on behalf of any other
authorized representative when authorized by the board of
directors upon receipt of a similar undertaking.

(q) N , o ,
person who shall act as an authorlzed representatlve of the
corporation and who is not entitled to the benefits of Section

7.01, shall be deemed to be doing so in reliance upon such rights

of indemnification as are provided in this Section 7.02.

The indemnification provided by this Section 7.02 shall not
be deemed exclusive of any other rights to which those seeking
indemnification may be entitled under any agreement, vote of
shareholders or disintéerested directors, statute or otherwise,
both as to action in his or her official capacity and as to
daction in another capacity while holding such office or position,
and shall continue as to a person who has ceased to be an

- authorized representative of the corporation and shall inure to

the benefit of the heirs, executors and -administrators of such a
person.
ARTICLE VIII
Miscellaneous
Section 8. 01. Corporate Seal.~--The corporation shall have a
corporate seal in the form of a circle containing the name of the

corporation, the vear of incorporation and such other details as
may be approved by the board of directors. The affixation of the

Jcorpcrate seal shall not be necessary to the valid execution,

assignment or endorsement by the corporation of any instrument or
other document.

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

SectiOn,8.03‘ Contracts.

’ ~ (a) General Rule.--Except as otherwise provided in the
Business Corporation Law in the case of transactions that require
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action by the shareholders, the board of directors may authorize
any officer or agent to enter into any contact or to execute or
deliver any instrument on behalf of the corporation, and such
authority may be general or confined to specific instances.

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

Section 8.04. Interested Directors or Officers; Quorum.

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

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

(2) the material facts as to his or her relationship
or interest and as to the contract or transaction are
disclosed or are known to the shareholders entitled to vote

- thereon and the contract or transaction is specifically
approved in good faith by vote of those shareholders; or

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

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

Section 8.06. Corporate Records.

(a) Required Records.--The corporation shall keep complete
and accurate books and records of account, minutes of the
proceedings of the incorporators, sharsholders and directors and
a share register giving the names and addresses of all
shareholders and the number and class of shares held by each.
The share register shall be kept at either the registered office
of the corporation in the Commonwealth of Pennsylvania or at its
principal place of business wherever situated or at the office of
its registrar or transfer agent. Any books, minutes or other
records may be in written form or any other form capable of being
converted into written form within a reasonable time.

(b) Right of Inspection.--Every shareholder shall, upon
written verified demand stating the purpose thereof, have a right
to examine, in person or by agent or attorney, during the usual
hours for business for any proper purpose, the share register,

‘books and records of account, and records of the proceedings of

the incorporators, shareholders and directors and to make copies
or extracts therefrom. A proper purpose shall mean a purpose
reasonably related to the interest of the person as a
shareholder. 1In every instance where an attorney or other agent
is the person who seeks the right of inspection, the demand shall
be accompanied by a verified power of attorney or other writing
that authorizes the attorney or other agent to so act on behalf
of the shareholder. The demand shall be directed to the
corporation at its registered office in the Commonwealth of
Pennsylvania or at its principal place of business wherever
situated.

Section 8.07. Financial Reports.--Unless otherwise agreed
between the corporation and a shareholder, the corporation shall
furnish to its shareholders annual financial statements,
including at least a balance sheet as of the end of each fiscal
year and a statement of income and expenses for the fiscal year.
The financial statements shall be prepared on the basis of
generally accepted accounting principles, if the corporation
prepares financial statements for the fiscal year on that basis
for any purpose, and may be consolidated statements of the
corporation and one or more of its subsidiaries. The
financial statements shall be mailed by the corporation to each
of its shareholders entitled thereto within 120 days after the
close of each fiscal year and, after the mailing and upon written
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request, shall be mailed by the corporation to any shareholder or
beneficial owner entitled thereto to whom a copy of the most
recent annual financial statements has not previously been
mailed. Statements that are audited or reviewed by a public
accountant shall be accompanied by the report of the accountant;
in other cases, each copy shall be accompanied by a statement of
the person in charge of the financial records of the corporation:

(1) sStating the person’s reasondble belief as to
whether or not the financial statements were prepared in
accordance with generally accepted accounting principles
and, if not, describing the basis of presentation.

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

Section 8.08. Amendment of Bylaws.--These bylaws may be
amended or repealed, or new bylaws may be adopted, either (i) by
vote of the shareholders at any duly organized annual or special
meeting of shareholders, or (ii) with respect to those matters
that are not by statute committed expressly to the sharcholders
and regardless of whether the shareholders have previously
adopted or approved the bylaw being amended or repealed, by vote
of a majority of the board of directors of the corporation in
office at any regular or special meeting of directors. Any
change in these bylaws shall take effect when adopted unless
otherwise provided in the resolution effecting the change. See
Section 2.03(b) (relating to notice of action by shareholders on
bylaus). :
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EXHIBIT B-1




AGREEMENT AND PLAN OF EXCHANGE
‘between

PENNSYLVANIA POWER &
LIGHT COMPANY
(a‘Pennsylvanla corporation)

and

PPEL RESOURCES, INC,‘ ,
(a Pennsyvlvania corporation)

RECITALS

A, PENNSYLVANIA POWER & LIGHT COMPANY {the "Exchanglng
Ccrporatxon") is a corporation duly organized, validly existing
and in good standing under the laws of the Commonwealth of
Pennsylvania, which is authorized to issue 170,000,000 shares of
CQmmon.Stock, no par value (YPP&L Common Stock"). of which
. . shares are issued and outstanding.

B. PP&L RESOURCES, INC. f{(the “Acquiring Person")» a
whclly‘owned subsidiary of the Exchanglng Corporatlon, is a
corporation duly organized, validly existing and in good standlng
under the laws of the Commonwealth of Pennsylvania, which is
authorized to issue . shares of Common Stock, par value $.01
per share (“Resources Common Stock"), of which . shares are
issued and outstanding and held of record by the Exchanging
Corpcratlcn.

C. The Board of Directors of the Exchanglng
Corporation has adopted resolutions approving this Agreement and
Plan of Exchange (the "Agreement") in accordance with the
Pennsylvania Businesgs Corporation Law of 1988 (the "BCL") and
directing that it be submitted to the shareholders of the

- Ex¢hanging Corporation for adoption.

ARTICLE I
Gerieral
1.01. ©Parties to Exchange. The Exchanging Corporation

and the Acqulrlng Person shall effect a share exchange (the
"Exchange") in accordance with and subject,to the terms this

Agreement.

1.02. Effectiveness. Articles of Exchange, andAsuch
ather documents and instruments as are regquired by, and complying
in ail respects with, the BCL shall be delivered to the
appropriate state officials for filing. The Exchange shall

become effective at the later of 12:01 AM. on ____.___ . oy




1995 or the filing of Articles of Exchange in the Department of
State of the Commonwealth of Pennsylvania (the "Effective Time").

1.03. Termination. Noththstandlng sharebolder
approval of this Agreement, this Agreement may be termlnated at
any tlme.prlor to the Effective Time by either the Acquiring
Person by written notice to the Exchanging Corporation at 1east

... days prior to the Effective Time or by the Exrchanging
,,Corporatlon.at any time prior to the Effective Time by resolution
approved by itg Board of Directors.

ARTICLE II
Capital Stock

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

2.02. Certificates. Following the Effective Time,

each holder of an outstanding certificate or certificates
- theretofore representlng-shares of PP&L Common Stock nay, but

- shall not be requlred to, surrender the same to the Acqulrlng
S BParson for reissuance of a new certificate or certificates in
holders’ name or for transfer, and each such holder or transferee
will be entitled to receive a certificate or certificates
represent;ng the same number of shares of the Acquiring Person.
Without any further action on the part of the Exchanging
Corporatlon or the Acquiring Person, each outstanding certificate
which, immediately before the Effective Time, represented PP&L
‘Common Stock, shall be deemed and treated for all corporate
purposes to represent the ownership of the same number of shares
of Resources Common Stock as though a surrender or transfer and
exchange had taken place.

2 03. Cancellation of‘Resources Cémmon Stock Held by
the Exchanging Corporation. Immediately prxor te the Effective
Time, each share of Resources Common Stock issued and outstanding
inmediately before the Effective Time shall be cancelled and
thereupon,shall constitute an authorized but unissued share, and
all rights in respect thereof shall cease. The Exchanging
Corporation, as the sole holder of such Resources Common Stock,
consents to such cancellation.



ARTICLE III

3.01. Articles of“Inco:poratlon At the Effective
Time, the Restated Articles of Incorporation of the Exchanging
Corporation shall be amendea and restated as set forth on Exhibit
A hereto.

: IN WITNESS WHEREOF, thé parties hereto have executed
thls Agreement and Plan of Exchange as of ___ , _ , 1994.

PENNSYLVANIA POWER & LIGHT COMPANY

By

Namek:,
Title:

PP&L RESOURCES, INC.

By:

Name:
Title:
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~ BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

'PENNSYLVANIA P

In Re: Application Of s
. Pennsylvania Power & Light :
Company For: H
- (1) Pennsylvania Public $ S
Utility Commission Approval, 2 Application Docket No.
Pursuant To Chapters 11, s : :
19 And 21 Of The Pennﬂylvunia %
Public Utility Code, Of ) .
Certain Transactions And :
Agreements To Be Undertaken ¢
In Comnnection With The £
-~ Bstablighment Of A Holding . :
Company Structure, And :
-{2) Pennsylvania Publie Utility :
 Commission Certification :
To The Securities And Exchange :
Commigsion Pursuant Te :
Section 33(a) Of The Public :
Utility Eolding Company H
_Act Of 1935 :
APPLICATION OF

WER & LIGET COMP;

David B. MacGregor
Morgan, Lewis & Bockius
2000 One Logan Square

~ Philadelphia, PA 19103

. G. D. Caliendo

OF COUNSEL:

HORGAN, I:EWIS & BOCKIUS
2000 One Logan Square
Ph;ladelphia, PA 19103

DATED: March 18, 1994

Paul E. Russell

Pennsylvania Power & Light Company

Two North Ninth Street
Allentown, PA 18101

Counsel for Pennsylvania
Power & Light cgmpany




In Re:

l"

Application Of
Pennsylvania Power & Light
Company For:
(1) Pennsylvania Public
- Utility Commission Approval,
. Pursuant To Chapters 11,
' 19 And 21 Of The Pennsylvania
Publie Utility Code, Of
Certain Transactions And
, Agreements To Be Undertaken
o - In Connection With The
* © Establishment Of A Holding
T Company Structure, And
(2} Pennsylvania Public Utility
- Commission Certification
- To The Securities And Exchange
R : - Commisgion Pursuant To
* Section 33(a) 0Of The Public
S - Utility Holding Company
Act 0f 1935

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION
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Application Docket No.
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UL T Y S 1

TO THE PENNSYLVANIA PUBLIC UTILITY COMMISSION:

The name and address of the Applicant are:

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

The names and addresses of Appliéant's‘attcrﬁeys are:

David B. MacGregor

Morgan, Lewis & Bockius

2000 One Logan Sguare

Philadelphia, PA 19103

(215) 563-5448

G. D. Caliendo ‘
Senior Vice President, General COunsel & Secretary
Paul E. Russell

‘Associate General Counsel
- Pennsylvania Power & Light Company

Two North Ninth Street
Allentown, PA - 18101

{610} 774-~4254




3. Pennsylvania Power & Light Company (®*PP&L") is a

corporation which was organized on June 4, 1920 under the laws of

~ the Commonwealth 6f Pennsylvania to:exist perpetually. PP&L is
Subjéct to the Pennsylvania Associations Code, 15 Pa.C.S. § 101
et seq., including the Pennsylvania Business C0rp0ratiOnVLaw‘of
1988, 15 Pa.C.S. § 1101 et seq., for the government ana
regulation of its affairs. PP&L is vested with lawful authority
to supply and is supplying to the public electric light, heat and
 power service in twenty-nine counties in central eastern |
Pennsylvania. 1In prov;dlng this service, PP&L is subject to the
Public Utility Code ("Code"), 66 Pa.C.8. § 101, et seqg., and
regulatlon;by the Pennsylvanla Publlc Utility Commission

(*Commission") thereunder.

4. PP&L Resources, Inc. ("Resources") is a co:pbration :
organized under the Pennsylvania Business Corporation Law of
1988, 15 Pa.C.S. § 1101 et seq. Resources was incorporated on
‘Maréh.ls, 1994. Pursuant to the terms of a subscription
agreement dated March 16, 1994, ReSburCes; upon‘aépropriate
Commission approval, will become a direct wholly-owned subsidiary
of PP&L.. A copy of this Subséripticn agreement is attached as
Appendix,A‘ Thereaftér, upon receiving shareholder and other
apprbpriate regulatory approvals; Resources will become the

holding company parent of PPg&L.

5. After the creation of the holdlng company structure,

PP&L and Resources will be affiliated companies under Chapter 21
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of the Code by virtue of Resources’ ownership of more than 5% of

PP&L’s common stock.

6. PP&L owns one-third of the capital‘stOck; which
represents one-half ef the voting stock, of Safe Harbor Water
Power cOrporation (vsafe Harbor"). As a result, PP&L is a
‘holding company under the Public‘Utility‘Holding Company Act of
1935, 15 U.S.C. § 79, et seq. ("Holding Company Act"). However, .
‘ because 1t is predominantly a public utility company whose
operations do not extend beyond Pennsylvania, PP&L is exempt from
all of the provisions of the ‘Holding Company Ant except Section
‘B(a)(2) thereef@ Resources also will be a’holdihg company under
' the Holding Company Act but will quaiify*fcr an exemption because
Resources and the electric utility subsidiafies‘in the hol&ing
company groﬁp~(PP&L~and Safe Harbor} are predominantly intrastate
in character and cerry on their businesses in Penmnsylvania where
allythree companies are organized.

7. At December 31, 1993, PP&L served approximately 1.2
million cu‘stomers.i Attached as Appendix B is aftable éhowing'the
number of customers, by classes, to whom PP&L furnishesvelectric
utility‘service. |

8. Attached as Appendlx C is a balance sheet for PP&lL as
of December 31, 1993.

9. Attached as Appendix D is an income statement for PP&L
for the 12 months ended December 31, 1993.
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10. All the annual repofts; tariffs, certificates of
nctification, applications for certificates of valuation,
applications for approval of the issuance of securities, and
‘ securities certifiCates, filed with the Ccmmission\by PP&L and by
its predecessor, constituent, and affiliated companies are made a

part hereof by reference.

11. With the paséage of the Public Utility Regulatory
Policies Act of 1978 ("PURPA"), and the Enétgy Policy Act of 1992’
("Energy Act"), the electric utility industry'in’general, and
PP&L;in.particular, have experienced a significantkincréase‘in
the level of competition in the market for the géneration,and.
sale of electricity. PP&L has alfeady been required'under PURPA
to purchase substantial amounts of energy from non-utility
generatars.‘ The Energy Aét further redudes*barriérs‘to market
‘entryufér companies that wish to build, own and operate electric
generatihg facilities. The Energy Act also promotes compeﬁinioh
By*authOrizing the Federal Energy Regulatory Commission to

z‘requlre wheeling for wholesale power transactlons The CIear

‘~‘>1ntent of the Energy Act is to permit buyers of electrlc1ty to

reach multiple sellers. The increased competltlon facing the
electric utility industry has been well documented and is

undoubtedly the most significant issue facingkthe industry today.

~12. 1In order to re3pond‘effective1ykto*this increased
competltlon, PP&L, after extensive 1nvestlgatlon and analysis,

has determlned.that in addltlon tc re5pond1ng to competltlcn in
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'ité,existing&markets, it also must position itself to explore and
take advantage of potential business opportunities outside of its
present markets in central eastern Pennsylvania. Pursuit of |
these opportunities will play‘an,important role in maintaining
PP&L'S'long~term financial Viability; which is necessary for it

‘to continue to provide reliable service to its retail customers.

13. DPB&L is currEntiy~investigating a variety of business
opportunities, both in domestic and international markets. PP&L
has not yet determined what specific investments it will pursue,
but is currently focusing on those opportunities which relate to
its present core‘bﬁsiness-éthe generation, transmission and

distribution of electric energy.

S 14. Initialiy, these unregulated business activities will
be conducted through Power Markets Development Company ("Power
‘Markets"), currently a wholly-owned subSidiar?‘of CEP Group, Inc.
- {"CEP"), which,inxturn,is a wholly-owned subsidiary bf PP&L.
Power Markets Was formed on March 9, 1994, and has been funded
with~a‘$50 milliOn’capital contribution from PP&L’s internally
genérated funds, in order to take advantage of buéiness
opportunities in the hear term. PP&L expects that the amount
-invested in unregulated business activities may increase over
-time;and,Anticipates,that pursuit of these expanded activities

may require the creation of additional subsidiaries.

1/ ~ CEP was originally incorporated as a direct wholly-owned
subsidiary of PP&L in the late 1360’s under the name of
Service Development Company ("SDC").

ﬁs;'—




15. PP&L could continue to pursue unregulated business

'oppcrtunities‘thrcugh Power Markets and other subsidiaries as

‘second-tier subsidiaries of PPeL.¥ However, it is more

desitrable in thé long run to conduct these unregulated activities
thrbugh a holding company structure. The holding company

stfucture is a well-established form of organization for those

- companies conducting multiple lines of business. It is a common

form of organization for unregulated companies and for those

regulated companies, e.g., telephone utilities and water

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

addition, it is utilized by many electric companies which are

. involved in unregulated activities. In recognition of the

increased competition in the electric utility industry, the

Energy Act permits electric utilities to conduct certain business

: aétivities which were previously prohibited by the Holding

Company Act. PP&L wishes to take advantage of this opportunity,

and desires to do so by utilizing the most efficient and

- effective corporate structure.

16. The benefits of a holding company structure are well

~estab1ished; The holding‘company,structure fully separates the

operations of regulated and unregulated businesses. As a result,
it provides maximum protection to ratepayers and a better
structure for regulators to assure that there is no cross-

subsidization of costs or transfer of business risk from

‘g/ Because PP&L has created Power Markets as a second-tier

subsidiary, Commission approval is not required.
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hnregulated to regulated lines of busineSS4“A holding company
Structure is preferred by the investment community because it is
easier t0~analyze and value individual lines of business.
Moreover, the use of a holding company structure provides legal
pfotsctioh‘against the imposition of liability on regulated
utllltles for the results of unregulated bus;ness act1v1t1es In
short, the holding company structure is a h19hly>des;rable form
of conducting regulated and unregulated businesses within the

same corporate group.

17. The Commission is quite familiar with holding company
stxuctures and their operation. The Commission regulates many
‘utilities which are part of holding company structures, including
‘Citizens Utilities, Inc., Columbia Distribution Company, Dugquesne
’nght Conipany, Equltable Gas Company, Metropolitan Edlson
Company, National Fuel Gas DlStrlbuthn Company, the seven
operatlng gas company subsidiaries of Penn Fuel Gas, Inc.,
Pennsylvania-American Water Company, Pennsylvania Electric
Company, Pennsylvania Gas & Water Company, Pennsylvania Power
| Cémpényg'The Peoples Natural Gas Company, Philadelphia Suburban
Water Company, Roaring Creek‘Watér Company and UGI Utilities,
Inc. 1Indeed, most utility operationsuin‘PennSyivania are today

conducted within a holding company structure.




18. PPalL‘s corporate structure immediately'prio: to the

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

Pernsylvenis Powsr & Liﬁht Company

o PPEL . - - Pennisylvania - Interstate | [Realty Company | CEP Safe Harbor
©} Resources, - Coal Resources Energy of Penfisylvanis} | Group Inc. Water Power
L Ink. § Corporation - Company - | R Corporation -
EOW i L Pousr Narkets
e : i Corporaticn - Developmant
Pemnsylvania  — ) Conpaty
- Hines ’ oo

lcorporation | YRR
E okancin ; - | Greene Hill
! -Coal Coapany

Rushton . ] ) Graéne Manor -
- Hining - Coal Company
Company ' o
Lady Jane
=—iCollieries, Inc.

19. The holding company structure will be cfeated through a
share~eXChénge; iﬁ which all the outstanding dommon stock of PP&L
will be exchahged On:a,share~for~share~basisffur common stock of
Reé@urces‘ A summary of the steps entailed in the sharefexchaﬁge
is provided in Appendix E. After the share~eXéhange is
 completed, all of PP&L’s common stock will bekowhed'by Resources,
‘and all of Resources’ common étock ﬁill'be4owned'by the‘former

owners of PP&L‘s common stock.

3/  as explained above, Resources will become a first-tier
subsidiary of PP&L upon Commission approval of the
subscription.agreement‘attached as Appendix a.
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20. Followingrconsummation of the‘shaie exchange, PP&l will
transfer the common stock of its wholly-owned subsidiary, CEP, to
‘Resourcesw‘ CEP will then transfer the common stock of its
wholly-owned subsidiary, Power Markets, to Resources. It is
eXpeCted that these transfers will be made in the form of stock

dividends.

-

21. After the above transactions, the new corporate

structure will‘befas follows:

PPEL Resources, Inc.

: R S
FIE . } o | L
Power Markets| teEP | | Pernsylvanis Power & Light Company
Development | [Group, Inc: : Co ‘
. o i 1 ] .
i . | ] S -
Pennsylvanie - Interstate Realty Company Safe Harbor | .
Coal Resources Energy Company of Pennsylvania Water Power
Corporation i . Corporation
' , BOW .
1Pennsylvanis b=t Corporation
Mines
Corporation
Greene Hill
Coal Company
‘Rushton
Hining - -
Company : i . Qireens Manor
- —— ~——1 Coal Company
. Ledy Jdane
~—dCollieries, Inc.

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

reflecting these transactiens are attached as Appendix F. The




transactions will have no pro forma effects on PP&L‘s or

Résources’ income statements.

23. The proposed transactions will have no effect on the
service provided by PP&L to its customers or the rates charged
for that service. PP&L will carefully separate non-regulated ahd;‘

regulated operations to assure that no cross-subsidization of

‘costs or transfer of risk occurs. Services provided between PP&L

and Resources, on behalf of itself and its other subsidiaries,

will be provided at cost, pursuarnt to a Services Agreement. A

- draft of this agreement is attached as Appendix G.' o

24. The Commission has full authority and resdﬁrées to
protect Pennsylvania jurisdictional customérs against any
potential adverse consequences associated with unregulated
operations. The Commission’s authority and resources to address
these«iSShes are detailed in paragraph 27 below. The holding
ccmpany structure proposea in this filing will in no way impair
the Commission’s ability to protect PP&L’'s retail customers.
Indeed, by providing the maximum separation of regulated and
unregulated lines of business, the holding company structure
should enhance the Commission’s ability to pursue its regulatory

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

1% and 21 of the Code.¥

a. Chapter 11 Approvals. PP&L seeks two Chapter 11
approvals in connection with these transactions. First, the
. issuance of Resources common stock to PP&L will result in PP&L

aequiring more than 5% of the voting capital stock of a

Cérpoxaﬁicnb This transaction requireé Commission approval under

Section llﬁz(a)(é) of the Code, 66 Pa.C.5. § 1102(a)(4) Second,
the share exchange agreement described in Appendlx E will result
in a change of ownership of PP&L common stock -- from current
shareholders to Resources -~ and may require approval under
Secticn;llozfé)(B),‘ss Pa.C.S. § 1102(a)(3). /section 1102(a) (3)
requires Commission approval for the transfer, by{any”means, of
'titlé, possgession or use of public utilityjproperty'uséa ox

‘ ﬁseful in‘praviding~pub1ic sexrvice. ItviS;the'COmpany'S posiﬁion
thétkthe eétabliéhment of a holding company structu:e'does not
trigger Commission jurisdiction under Chapter 11 because there
will be ﬁp~transfér of the title, possession or use of public
utility prbpertyg Both before and after the transaction, title,
 possession and uge of all utility property will remain with PP&L.
Nér-&ill'éhere'be any change in control of this property.‘ PPEL' 8

ccmmbn.stock is currently owned by a large number of 1nd1v1dua1

‘g/‘ The establlshment of the holding company structure also will
: requlre various filings with the Securities and Exchange

Commission ("SEC"), the Federal Energy Regulatory Commission

and the Nuclear Regulatory CQmm1551on.
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and institutional shareholders and is actively traded on the New
York and Philadelphia Stock Exchanges. After the transaction all
PP&L common stock will be owned by Resources, and all Resources
common stock will be owned by the former PP&l. common
shareholders. Thus, ultimate control remains in the hands of the

former PP&L common shareholders.

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

~Statement the Commission has interpreted Section 1102 as

requiring approval for transactions such as the proposed share
exXchange. 24 Pa. Bulletin‘No.'3, p.'389 (Jan. 15; 1994). PP&L
submits that Chapter 11 does not apply to the change in ownership
of PP&L common stock described in the share'exchaﬁge agréefment .
However, in order to aveid delay, to provide the CommlsSLOn with
a full opportunmty to review all aspects of this transaction, and
because other aspects of this transaction require Commission |

approval, PP&L requests that Commission approval of this

- Application be deemed approval uhder the draft PoliCy~Statement.

b. Chapter 19 Approval. PP&L also seeks registrationk
of a securities certificate in conmection with the share exchange
agreement described in Appendix E to this Application. fThe

creation of the holding,company"structure may result in é change

in a term of PP&lL securities. Specifically, the issuer of the

common stock will change from PP&l. to Resources. However, this
change has no effect on ratepayers, which are the class protected

by this statute. Chapter 19 is not a "blue sky" law and is not
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intended to protect utility shareholders. York Railways Co. ¥,

Pa. B.U.C., 131 Pa. Super. 126, 188 A. 920 {(1938). It is
therefore PP&L's view that a sécurities’certificate is not
required.®/ Howeéer, in order to avoid delay, to provide the
Commission with a full opportunity to review all aspects;mf-this
transaction, and bec¢ause other aspects of this transaction
reguire Commission approval, PP&L is seeking Commission ;
_registration of a securities certificate in ccnnectibn with the
share exchange. The securities certificate for the share

exchange is attached as Appendix H.

’Secticn 19803{a) of the Code, 66 Pa.C.S. § 1903(a),
provides that a securities certificate will be deemed registered
if the Commission has not rejected it within 30 days after filing
or extended the period for consideration. PP&L recognizes that
this Chapter 19 approval is one part of a larger transaction and
that the CommiSSion*may'nct be in~a‘pasition to rule on PR&L’s
applicétiénlwithin 30 days. Accordingly, PP&lL agrees to extend
the 30-day consideration period until the C@mmission‘acts~on:this
Appiicéticﬁ, or in the alternative, requeéts7that the Commission

issue an order providing for shch‘an extension of the |

consideration period.

¢. Chapter 21 Approvals. PP&l seeks approval of the

share exchange agreement described in Appendix E and the Services

5/ Shareholder approval of the share exchange will be required
under the Pennsylvania Business Corporation Law.
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Agreement attached as Appendix G as affiliated interest
agreemerits under Chapter 21 of the Code. At the time the share

exchange agreement is presented to PP&L shareholders for

B approval, Resources will be a first-tier subsidiary of PP&L.

Accordingly, PPiL and Resources will not be affiliatea interests
aé»that tefm~is defined in the Code. It is, therefore, PP&L's
view that approvalkof the share exchange agreément under Chapter
21 is not require&.‘ However, in order to avoid delay, to provide
the Commission with,a full opportunity to review all aspects of
this transaction, and because other aspects of this transaction
reguire commissionkapprovél, PP&L: reqguests that'COmmissioh

approvai of this Application be deemed approval of the share

exchange agreement under Chapter 21 of the Code.

Section 2102(b) of the Code, 66 Pa.C.S. § 2102(b),

provides that an affiliated interest agreement will be deemed

_approved if the Commission has not rejected it within 30 days

after filing or extended the consideratian.periodJ PP&L

krecognlzes that this Chapter 21 approval is one part of a larger

transactmon and that the Commlsszon may not be in a position to

rule on PP&L’s application within 30 days. Accordingly, the

Company agrees to.extend the 30-day consideration period until

the CommlsSLOn,acts on this Appllcatlon or, in the alternaulve,

~requests that the Comm1851on igsue an order~prov1d1ng for such an

extension of the cons;deratlon perlod
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ommigsion Approvals. To the extent
required, PP&L requests any other Commission approvals required
by Title 66 of the Pennsylvania Consolidatedwstatuteé which,may
beaneceSSary to consummate the transactiones described in this

Application.

26. In addition to the chapter'll; 19 and 21 apprOVals set

‘ forth,abOVe, PP&L also seeks Commisaibn,certification_ﬁnder

§ 33(a) of the Holding Company Act. Section 33(a) provides that
an exempt holding company which owns or operates generation,
transmission or distribution‘facilities in a foreign country will
not lose its,exemption if the Commission certifiés to the SEC
that: (1) the Commission has the authority and résources to
:pfctect jurisdictional ratepayers; and (2) the Commission intends
to exercise that authority. BééaﬁSe'POWer Markets will‘likely

- own or oPerate,generation, transmission or distributidn
facilities'in«a foreign country, PP&L is requesting that the
Commission issue a Section 33(a) certification so that exempt
holding company status can be maintained. A draft certification

“to the SEC is attached as Appendix I.

27. The Commission clearly meets the criteria set forth in

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

a. Commission Authority. The Commission has ample

E authdrity to protect ratepayers subject to ité'jurisdiction; The
_Code grants the Commission pervasiveVPOWers to, inter alia:
inVesﬁigateryublic utilities (§ 331); adopt all regulations and
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orders necessary to carry out its statutory duties (§ s501(a)):
supervise andyfegulate all publié utilities (§ SOi(b)); enforce
~its orders in the state courts (§ 502);,obtain«infcrmaticn
required to value utility property (§ 505);/inépect,utility
facilities aﬁd~records (§ 506); hear and determine customer
complaints against utilities (§ 701); approve the estabiishment
and,abandonmént of service by‘public‘utilitiest(§§ 1102(a)(1)~k
(2)); approve the transfer of public: utxllty property
(§ 1102(a) (3)); approve the acquisition by a publlc utility of
| more than 5% of the voting stock of any corporation
’ (s 1102(a) (4)); approve the exe#cise~of the power of eminent
f’ | ‘ ' domain (§ 1104); establish just ‘a‘nd reasonable rates (§ 1301) :
’ prevent unreasonable rate discrimination {(§ 1304); fix;the-fair
"value of utility property (§ 1311); order refundé (§ 1312)}
®  ensure adequate, safe, efficient facilities and service (§ 1501);
G »pﬁéveﬁt discrimination in service (§ 1502); establish accounting
_ éﬁd dépréqiatibn systems (§§ 1701, 1703); require maintenance of

cbntinuing prcperty'records (§ 1702); approve the issuance and

assumptlon of securities (§§ 1901-1903); pre- approve afflllated

interest agreements (§§ 2101-2107); and impose civil penalties
i‘§'~ e (5 3301) and seek eriminal prOSecution (§ 3302) for violations of
its regulations and orders. Taken together, these and other
provisions of the Code provide the Commission with broad -
~authority to protect Penmsylvania ratepayers f:om ahy potential
adverse c0nséqunces‘o£ any unregulated business activities,

including foreign investments by affiliated companies.
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 b. Commission Resources. The Commiséibn'alsc has
SﬂfflClent resources to exercise this authority on behalf of |
ratepayers The Commission has an annual budget of over $32
million to fund its regulatory oversight of the Commonwealth’s

UC_Annual Report 1991- 2, at 5. It has'a

public utilities.

staff of 581 employees, including attorneys, rate analysts,

: audztors, economists, engineers and enforcement‘offlcers. puC

~ The Commission‘s recent activities’demonstrate that it
will exercise its authority to ﬁrotect customers. For example,
during the 1991~92 fiscal year, the Cémmission completed 72 fixed
utility rate cases, 187jauditsfand-14 Management Audits, and
resyonded,to 7,522 consumer complaints, 13,221 mediation requests
and more than 5,000 consumer inquiries. pUC Annuai,Regert 1991~
22, at 1, |

Moreover, the regulation of utilities which are part of
& holdlng company structure is not new to the Comm1551on. Most
of the major utilities regulated by the Commission are part of
holdlng-companles (see paragraph 17, §gng) The Commission is
well versed in dealing with holding companies and is fully
capable of assuring that jurisdictional utility customers are
:pratected against any cross-subsidization of Losts or transfer of

rlsk:WhICh might occur.

¢. Conclusion. The Commission has the authority,

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

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

28. PP&L is prov1d1ng notice of this flllng to all of its
customers through-an insert 1n each customer’s April bill. In
addition, the Company has provided a copy of the application ﬁok
- the Office of Consumer Advocate, the Offlce of Small Business
Advocate, the Comm1351an g Office of Trial Staff and counsel for
the Lehigh Valley Power Committee -- a group of large industrial
customers that traditionally participates in Commission ‘

proceedings involving PP&lL.

28. PP&L submits that this Appllcatlon is in the publlc
interest and should,be approved Competltlon in the electric
utility lndustry is now a reallty and must be faced dlrectly. To
compete on a fair and level playing field, PP&L must compete
- aggressively in its own service territory. PP&L also must |
explore opportunities in other markets to maintain the long-term
financial'viability‘necessary to provide reliable service to its
retail chstpmers in a competitive environment. The pxdpdsed
holding company structure will permit PP&L‘to‘exPiore and enter

the world-wide power market in a way that provides the maximum

protection to its Pennsylvania customers.

30. PP&L requests expedited review of this Application.
The eiectric-utility industry ié~evolving rapidly, and there is
an;evér-increasing'level of competition in the generation and
sale of power. PP&L believes that it must:mb?e‘quickly to become

~18=~




involved in the new electric marketplace and take advaﬁtage of
emerging‘busineés ¢pportunities. fIn.addition,;theruse of a
holding company structure is quite common in Pennsylvania and the
Commission is well versed in dealing with holding companies. |
PRP&L recognizes, however, that this Application is one of first
’impression‘an& may raise public interest considerations that
réquire‘CommissiOn review. In an effort to balance its desire
for timely adction with the need for adequate review, PP&L
'respéctfully requests that th35Commissionkenterra final order

| approving this Application as expeditiously as possible.



WHEREFORE, for the reasons set forth above, Pennsylvania
-Power & nght Company requests that the Pennsylvanxa Publlc
Utility Comm1351on approve this Appllcatlon, grant all of the
specific approvals requested under Chapters 11, 19 and 21 of the
Public Utility Code and any other Commission approvalé which may
be required by Title 66 of the Pemnsylvania Consolidated Statutes
. to consummate the transactions described in this Appiic’atioﬁ, and
provide to the Securities and Exehange Commission the
‘éertificatiOn described in Section 33(a) of the Public Utility
Holding Company Act of 1935.

Respectfully submitted,

DUE P~

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

G. D. Caliendo

Paul E. Russell

Pennsylvania Power & Light Ccmpany
Two North Ninth Street

Allentown, PA 18101

Counsel for Pennsylvania
Power & nght Company

' OF COUNSEL:
MORGAN, LEWIS & BOCKIUS

2000 One Logan Sguare
Philadelphia, PA 19103

 DATED: March 18, 1994
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AFPIDAVIT

COMMONWEALEH OF’PENNSYLVANIA

ss
COUNTY OF LEHIGH :

St B St

'RONALD E. HILL, being duly sworn according to law,
deposes and says that he is Senior Vicé,Presidentsrinancial of
‘Pennsylvania Power & Light\Company; that he is authorized tovanﬂ

does make this affidavit for it; that he has read the'foregéing‘

;applicatian ané states that the facts set forth therein are true‘

and correct to the best of hls knowledge, information and belxef

and he expects Pennsylvania Powe“ & nght COmpany to be able to

prove the same at any hearing.

Sworn to and subscribed
before me this [ th day
of March, 1954




Pennsylvania Power & Light Cmnpany
Holdzng Company Application
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F ' Pro forma Balance sheets for PP&L and
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. g | PP&L - Resources Services Agreement
H s PUC Securities Ce;r:tifica;t:é
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Appéndix A
SUBSCRIPTION AGREEMENT

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

RECITALS

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

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

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

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

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

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




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

o 5. - The Subscriber hereby agrees that
certificates representing shares subscribed for bereunder may
bear the following legend:

THE SHARES REPRESENTED BY THIS
CERTIFICATE HAVE HOT BEEN REGISTERED UKDER
THE SECURITIES ACT OF 1933. SUCH SHARES HAVE
BEEN ACQUIRED FOR INVESTMENT AND MAY NOT BE
SOLD, TRANSFERRED, PLEDGED OR HYPOTHECATED IN
THE ABSENCE OF AN EFFECTIVE REGISTRATION
STATEMENT FOR SUCH SHARES UNDER THE
SECURITIES ACT OF 1933, UNLESS, IN THE
OPINION (WHICH SHALL BE IN FORM AND SUBSTANCE
SATISFACTORY TO THE CORPORATION) OF COUNSEL
SATISFACTORY TO THE CORPORATION, sSucH
REGISTRATION IS NOT REQUIRED.

6. This agreement zhall be governed by the laws

of the Commonwealth of Pennsylvania, without giving effect to the
Principles of conflicts of law thereof. '




N WI‘.’('KBSS WHEREOF, the. parties have executed this
: ag:eement as of the date first above written.

Pennsylvania Power & Light

; o ' '  Senior Vice Preszdent,
* General Counsel and
Secretary

. o 7 : ; PP&L Resaurces, Inc.

, L : Vice Presidergf Treasurer
and Secretary ,
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S e : : ‘ - Appendix B

Year-and;'issscnstomer;

_Residential ' | 1,05’9,690,
General Service , | 142,466
{GS-1,GS-3 GH, Stitg.,BL) '
P-4 ' 830
LP-5 — 126
PPUC ' 1,203,112
FERC : ‘ 19

A SR .

 Total System ' 1,203,131




- Appendix C
CONSCJL!DATED BALANCE SHEET AT DECEMBER 31 ’
Pennsylvama Power & Light Company and Subsidiaries

Assats ' ~ ; 4983 1992
R o , ' (Thousangs of Dolars)
Property, Plant and Equipment ; : : A
Electrit utility plant in service—at original Cost..........u- certenenass 1$8,312.473 $8,501,544
- Accumulated depreciation (Notes 1 and 10)......... iianiiossnsishoiiesanss (2,686.967) (24985972)
Deiemd,dapmciaﬁan (Noiesa B0 10) cuoniininmisnmiimasnssissennnnses 282448 298,285
‘ S 6,507,621 6,391,857
; COnsmxchun WOFK in progress~—at cost .. joikiss ' 238,600 211,534
Nuclear fust owned and feased-net of amnmzanon (Noie 9) ..... e 174979 174,388
Oiherleasad property--net of amortization (Note 9) ....... : e 75830 - 76,974
_ Electric ulility plant=—net .............. casnsisensiciassmsois 6,908,830 6,854,733
~ Other property—~net of depreciation, amomzatmn : ’ L '
and depletion (1693, $40,166; 1992, $64,286) ......... Joasasssasin ' 148,751 - 164,771
’ 7.145.581 - 7.018,504
Investments : ~

- Associated company--at equity . hiaes ; ; ; 17.069 17,088
Nuclear plant decommissioning trust fund (Nntes1 and 6) ‘ 76,913 . - 65,159
Financial investments (Notes 1 and?) _ ceiestisseanises 140,568 121,500
Other-—at cost or less (Note 7) ... svesbsisnenaisdensbeiesasiiasusibisnibesbrpe 31249 33857

IR ‘ 285800 - 237404
~ Carrent Assets o ~ :
Cash and cash equivalents (Note 1) .. ; 8271 . 15410
Accounts receivable (less reserve: 1993. $29, 429 1992 $27, 660) o ,
CUSIOMEBTS ciinrnes , 183,364 184,940
!merchanga powersa!es ek esrraaostetanions pases o oiinian ; : ' 7.261
Other ... Conshisisng anstussanioiabinsinanssasnansesanansbants 47,502 14,428
Unbilled revenues s , ovoin » 120,589 - 109,806

~ Fuel (coal and oif)—at averagecust cessssneinimmssssssanssssssessessiossions 95,702 142374
Materials and supplies—at average cost ....... ERIR RS 125676 138,380
Common stock held for dividend reinvestment p!an—-at o B R e

- . cost (Note 8) .. , , cevsssessssebassusissniinstonisinsasess 18,037 14,383

- Deferred income taxes (Note 5\ RIE cebinsadsbis o 12,688 8,776

: 'Other ass . Sovvesnbissis ' iSessisiuseaserasnssiinibse . 37083 - 52,453

; ; ‘ : 816,812 685,600
Deferred Debits
Ltitity plamt carrying charges—-net of amortization o :

- (Notes 1 and 10)... A i comiminsinin 24,097 24,985
- Reacquired debt cas:s (Notes 1 and 103 iensaseivasi R 101,835 78,817
Assessment for decommissioning uranium enrichment .- , S f

- facilities (Notes 3 and 10).............. russsinsasssananss ~ 33710 389825

. Retired miners' heatth care benefils (Notes 3 and 10\ sssennsssonas ; 24,086 38,500
- Taxes recoverable through future rates (Notes 5 and 10)............ sosemesinanes 1,166,118 ‘
;Past:eﬁmmentbenems other*tnan pensions (Noies 10 and 13) sorisininisies 14,855 : e
Other ekbsmnianiisn i 61,208 89,853

: 1,425,820 - 249,280
$8.454.113 - $8,191.7688
AR SR, )
S#e accompanying Notes to Finsncial Statemerits,



~ Liabilities
C;pita‘lizﬁﬁ‘én
Common equity
~Common stock.

Capital stock expanse

Eamings reinvested ..

Preferred and preference stock
With sinking fund requirements

Without sinking fund requirements

Long-term debt

Current Liabilities
Commercial paper (Note 12) .

- Bank loans (Note 12) ..

Long-term debt due wnhin one year

1982

~ Capital lease obligations due within nné year (Note 9)
- Accounits payable ..

Taxes accrued .

_Interest scerued .

Dividends payable ..,

Accried mme closmg costs - cunent
Cther. s

Defemed Credns and Other Noncurrant anbilmes
. Deferred investment tax credits (Note 5)

Deferred income taxes (Note 5)

Capital lease obligations (Note 8) .

Unamonrtized cost of power plant spare paris (Note 3)

Accrued nuclesr plant decommissioning costs (Notes 1 and 6)
- Accrued mine closing costs .

Sani

. Contract settiemeént proceeds to be credxted to
customers (Note 3)... ‘

Actrued pension costs (Note 131 seiess

“Accrued assessment for decommxssmnmg uranium ennchment

facililies (Note 3).

Atcrued retired miners’ heaith care benems (Noie 3)

Accrued postretirement benefits other than pensions and

: postempfoymem bansfits (Note 13)...
Other... ;

Commiitments and Contingent Liabilities (Note 15)

1983
s Bt
$1370,783  $1.384.148
(10,808) (11.980)
1,085,958 1,014.780
2.425835 2,365,939
335,000 325,800

171,375 223812
 2:818,031 2.820.720
5,550,241 5,536,871
117,000 67,000
85,260 2,348
44,530 6,430
78,740 88,289
158,982 147,001
62,721 83,087
80,373 59,420
70,410 70,556
7.842 20,208
88,791 91,105
772,668 704.140
242317 255,823
2,269,648 1,079,744
170,285 164,158
51,147 | 75457
78,947 67.435
55,878 81,841
92,024 73,902
31,87 39,600
38,751 38,800
9,852
48582 40,402
3,131,204 156,757
$0454,113 $8.191.768
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PENNSYLVANIA POWER & LIGHT COMPANY

BALANCE SHEEY ACCOUNTS
ASSETS AND OTHER DEBITS
ACCT.
UTILITY PLANT
164 MTILITY PLANT IN SERVICE
104 PROPERTY UNDER CAPITAL LEASES
105 LTILITY PLANT HELD FOR FUTURE USE
17 CONSTRUCTION WORK IN PROGRESS
GROSS UTILITY PLANT

108M11 ACCUMULATED PROVISION FOR DEPRECIATION AND

AMORTIZATION OF UTILITY PLANT IN SERVICE
NET UTILITY PLANT, LESS NUCLEAR FUEL

1204 -NUCLEAR FUEL IN PROCESS

3208 NUCLEAR FUEL UNDER CAPITAL LEASES
' NET UTILITY PLANT ,

OTHER PROPERTY AND INVESTMENTS
121 NONUTILITY PROPERTY : )
122 ACCUMULATED PROVISION FOR DEPRECIATION OF NONUTILITY PROPERTY
' KET NONUTILITY PROPERTY

12343 INVESTMENT IN SUBSIDIARY COMPANIES

124 OTHER INVESTMENTS

128 OTHER SPECIAL FUNDS

TOTAL OTHER PROPERTY AND INVESTMENTS

_ CURRENT AND ACCRUED ASSETS

934 LASH ‘

132 INTEREST SPECIAL DEPOSITS

134 OTHER EPECIAL DEPOSITS

135 WORKING FUNDS

: NOTES AND ACCOUNTS RECEIVABLE

141 NOTES RECEIVABLE

142 CUSTOMER ACCOUNTS RECEIVABLE

143 OTHER ACCOUNTS RECEIVABLE

144 ACCUMULATED PROVISION FOR UNCOLLECTIBLE ACCOUNTS-CREDIT

TOTAL NOTES AND ACCOUNTS RECEIVABLE
RECEIVABLES FROM ASSOCIATED COMPANIES

145 , NOTES RECEIVAELE FROM ASSOCIATED COMPANIES

946 ACCOUNTS RECEIVABLE FROM ASSOCIATED COMPANIES
TOTAL RECEIVABLES FROM ASSOCIATED COMPANIES

MATERIALS AND SUPPLIES

151 - FUEL STOCK

152 FUEL STOCK EXPENSES UNDISTRIBUTED

154 PLANT MATERIALS AND OPERATING SUPPLIES

163 STORES EXPENSE UNDISTRIBUTED
TOTAL MATERIALS AND SUPPLIES

38,670.601,553.46
75,620,808.33
32,871,545.37
_238.600,081.26
§,226,703,068.42

_{2.404,852.085.81)

6,821,850,878.81
1,684,283.03
173,394.572.08

_6,886,820,832.92

3,633.847.80
(401.484.14)

3.232,353.66
40,044,411.70
22.239,661.31
101,705.547.98

7622337494

2,197,008.97
2451.96
575.00
1,522.408.06

10,160.67
212.600,902.63
9.870,263.67
{20.428.084.29)

183,051,451.68

67,161,248.50
835,190.85

T 67.566.438.45

84,843,052.38
821,504.40
124,133,045.61
1,598,098.35

- $221,213,790.74




’ d p PENNSYLVANIA POWER & LIGHT COMPANY
: BALANCE SHEET ACCOUNTS
ASSETS AND OTHER DEBITS
.- ACCT. , ,
- - No | F ACCOUNT DECEMBER 31,1003
®
o CURRENT AND ACCRUED ASSETS (CONTINUED) ~ -
165 PREPAYMENTS , ; $6,808,088.95
DTHER CURRENT AND ACCRUED ASSETS B
171 INTEREST AND DIVIDENDS RECEIVABLE £8,133.04
‘ 172 RENTS RECEIVABLE 7.125,133.83
® 173 ACCRUED UTILITY REVENUES 120,588,854,31
: 174 MISCELLANECUS CURRENT AND AGCRUED ASSETS , S 15,581,378 |
190 ACCUMULATED DEFERRED INCOME TAXES (CURRENT) _28,119.715.00 |
TOTAL OTHER CURRENT AND ACCRUED ASSETS ‘ 751297508 |
TOTAL CURRENT AND ACCRUED ASSETS 668,368,100.85
e DEFERREDDEBITS =~ ,
S 181 UNAMORTIZED DEBT EXPENSE 3,957,157.12
1823 OTHER REGULATORY ASSETS 1,559,707,432.52
183 PRELIMINARY SURVEY AND INVESTIGATION CHARGES 1,088,807.19
184 CLEARING ACCOUNTS ‘ ' (241.881.85)
185 TEMPORARY FACILITIES : (7.540.99)
- 186 MISCELLANEOUS DEFERRED DEBITS : 28,388,178.91
* 189 UNAMORTIZED LOSS ON REACQUIRED DEBT S 101,826,052.00
o 180 ACCUMULATED DEFERRED INCOME TAXES ‘ 329,353,200.00
~ LESS CURRENT ACCUMULATED DEFERRED INCOME TAXES 28,118.715.00
TOTAL ACCUMULATED DEFERRED INCOME TAXES (NONCURRENT) k - .301,233,485.00
TOTAL DEFERRED DEBITS " 1.985,956,670.07
. B TOTAL ASSETS AND OTHER DEBITS , $0,835,407,880.58




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

PROPRIETARY CASITAL o )
- COMMON STOCK ISSUED $1,370,782.933.48
204 ' PREFERRED STOCK ISSUED v , - 506,374,500.00
207 PREMIUM ON CAPITAL STOCK : ' 87.000.00
244 - CAPITAL STOCK EXPENSE S (10,983,425.71)
216 EARNINGS REINVESTED - o o 1,046,808,545.08
215.1 ©  APPROPRIATED RETAINED EARNINGS-AMORTIZATION RESERVE-FEDERAL 3,062,823.32
2181 UNAPPROPRIATED UNDISTRISUTED SUBSIDIARY EARNINGS : 13.988,511.31
o TOTAL PROPRIETARY CAPITAL , 2.932.208.888.38

LONG-TERM DEBT R
21 BONDS ; . 2,873,750,600.00

~ OTHER LONG-TERM DEBT : : : : ~ T7.480.00
225  UNAMORTIZED PREMIUM ON LONG-TERM DEBT ‘ 124,688.84
26 UNAMORTIZED DISCOUNT ON LONG-TERM DEBT-DEBIT (24.081,722.85)

S LESS AMOUNT BUE WITHIN ONE YEAR o ;
21 BONDS ‘ 30,800,000.00
24 'OTHER LONG-TERM DEST | | 3874000

TOTAL LONG-TERM DEST , : | | S B8.031 70350

- 'OTHER NONCURRENT LIABILITIES ' :
227 OBLIGATIONS UNDER CAPITAL LEASES-NONCURRENT

170.284.913.52
TOTAL OTHER NONCURRENT LIABILITIES

17028401332

CURRENT AND ACCRUED LIABILITIES
 LONG-TERM DEBT DUE WITHIN ONE YEAR
21 . BONDS : e : 30,800,000.00 -
294 OTHER LONG-TERM DERT : , , 38,740.00

2 ACCUMULATED PROVISION FOR RATE REFUNDS

238
240
241
2482
243

283

NOTES PAYABLE
ACCOUNTS PAYABLE ~
ACCOUNTS PAYABLE TO ASSOCIATED COMPANIES

CUSTOMER DEPOSITS

TAXES ACCRUED

INTEREST ACCRUED ‘

DIVIDENDS DECLARED

MATURED INTEREST

TAX COLLECTIONS PAYABLE

MISCELLANEOUS CURRENT AND ACCRUED LIABILITIES
OBLIGATIONS UNDER CAPITAL LEASES-CURRENT '

B ACCUMULATED DEFERRED INCOME TAXES-OTHER (CURRENT)

TOTAL CURRENT AND ACCRUED UIABILITIES

12,745.756.00
117,000,000,00
148,759,350.05
2.459,480.02
1,108,843.28

61.360,033.12

£9,564,144.38 -
70,409,819.38
245106

. 4424617.88

73,920,437.11

- 78,739,587.08

17.375,117.00

T $676.838,457.14




PENNSYLVANIA POWER & LIGHT COMPANY

BALANCE SHEET ACCOUNTS
LIABILITIES AND OTHER CREDITS
ACET. ‘
NO, , JITLE OF ACCOUNT RECEMBER 31,1993
DEFERRED CREDITS ‘ ‘
2254 ACCRUED MISCELLANEOUS OPERATING PROVISION-DED FUND $31,870,800.00
252 CUSTOMER ADVANCES FOR CONSTRUCTION 35,716.69
253 OTHER DEFERRED CREDITS 235,728,777.40
254 OTHER REGULATORY LIABILITIES 364,021,258.38
288 ACCUMULATED DEFERRED INVESTMENT TAX CREDITS 230,940,390.30
281 ACCUMULATED DEFERRED INCOME TAXES - o
_ ACCELERATED AMORTIZATION PROFERTY 622,180.00
282 ACCUMULATED DEFERRED INCOME TAXES-OTHER PROPERTY 4,827,038,194.00
283 ACCUMULATED DEFERRED INCOME TAXES-OTHER 658,161,710.00
LESS ACCUMULATED DEFERRED INCOME TAXES-OTHER (CURRENT) - 47.375.117.00
TOTAL ACCUMULATED DEFERRED INCOME TAXES-OTHER {NONCURRENT) ~ 63B,786,583.00
TOTAL DEFERRED CREDITS ‘ " 3,438,043,887.75

TOTAL LIABILITIES AND OTHER CREDITS $9,835,407,880.58




CDNSOL!DATED STATEMENT OF INCOME
- Pennsyivania Power & Light (:ompany and Subsidiaries

Opiraung ancnucs {Notes {, 2, dand 4)

Opettﬁnq Expensas
Operation

Fusl.....

Pmrpurdmsas

1992

Appendix D

Othsr......
Maintenancs., ~
Depreciation (Notes 1 and 1m

-Amortized (deferred) depreciation (Notes 1and 10)
~Income taxes (Note 5)

.............

Taxes, other than incoms {Nots 5)

‘bwnﬁnn Income....

Oﬁmr lncoma and (Deductions)

; : ’fcrequﬂyfundsuseddunng
construction (Note 1)..

Income tax credits (expense) (Note 5\
O!m'sr-nat ia

lﬁécmgBefnra intarest Charges.....
' Interest Charges |
Long-term detnt

‘Short-term debt and. nirer v
Allowance for borrowed funds used dunng
mnstmdmn and imeresz capitalized (Note 1)

hb LI TT T 1Y T PRIy

Nat lncom’e

‘Dmdends on Preferred and Preference Stock..... .

En,mmgs Applicable to Common Stoek......_.

Eamings Per'Sharn of Common Stock (a).
 Average Number of Shares Outstanding (thousands)
Div;aénds' Declared Per Share ¢f Common SIOCK.ccunieninns
- (a)Mmlmm;dmmx

sidesssnaiain

1883 1981
(Thousands of Dollars)
S2727.002  _S2.744422 _$2740.715
508,500 545,381 588,325
278,800 275,488 258,320
480,482 452,989 481,021
193242 201,254 208,881
274380 258,357 248212
14,249 3,563 (7.047)
235,154 228,340 217,366
203,887 205.318 190428
2164184 2170681 — 2.158.364
562808 573431 582331
7.981 6,771 2,981
1280 G2 803
__8.700 12337 7,816
17881 18786 11480
_580.768 582.217 583,811
225,800 240,260 ;232.0;_:2"
14443 13.402 22254
232,643 245,493 245397
348126 346,724 348414
33885 40485 44887
14280 S3228 . ssqs;m
151,804 151,678 151,382
- 8185 $1.60 $1.55




PENNSYLVANIA POWER & LIGHT COMPANY
~ STATEMENT OF INCOME
TWELVE MONTHS ENDED DECEMBER 31,1093

NO.
: UTILITY OPERATING INCOME
.. &DD OPERATING REVENUES
OPERATING EXPENSES
401 OPERATION EXPENSES 3
402 MAINTENANCE EXPENSES :
ADYALE DEPRECIATION EXPENSES AND mcamnancﬁsmmlc
- PLANT ACQUISITION ADJUSTMENTS
407.4 REGULATORY CREDITS
A0B.1 - TAXES OTHER THAN INCOME TAXES
. STAYE GROSS RECEIPTS
STATE CAPITAL STOCK
STATE UTILITY REAL ESTATE
, OTHER -
4081 INCOME TAXES
FEDERAL
STATE :
4104 - PROVISION FOR DEFERRED INCOME TAXES
STATE
4111 PROVISIONEOR DEFERRED mcaME TAXES-CREDIT
S FEDERAL
STATE '
4114 INVESTMENT TAX CREDIT ADJUSTMENT-NET
4117 LOSSES FROM DISPOSITION OF UTILITY PLANT
4118 - GAINS FROM DISPOSITION OF EMISSION Azmwmces
‘ TOTAL UTILITY OPERATING EXPENSES -
NET UTILITY OPERATING INCOME
OTHER INCOME AND DEBUCTIONS -
OTHER INCOME ‘
418 NONOPERATING RENTAL INCOME
4381 EQUITY IN EARNINGS OF SUBSIDIARY COMPANIES
S48 INTEREST AND DIVIDEND INCOME -
4101 ALLOWANCE FOR EQUITY FUNDS USED DURING consmucnom‘ o
o A2% MISCELLANEGUS NONGOPERATING INCOME
43 - GAIN ON DISPOSITION OF PROPERTY
' TOTAL om‘sa mcome
OTHER lmcms nEDu(:'nons
4212 LOSS ONDISPOSITION OF PROPERTY

A6145  MISCELLANEOUS INCOME DEDUCTIONS
= TOTAL OTHER INCOME DEDUCTIONS

$2,725.738,679,51 "

- 1.258,802,122.91

230,502.908.84
285,371,766.67

| (srea00T2)

£8,173,120.00
35,043,121.00
45.282,590.90
24,431,944.27

182,565,830.00
63,009,557.00

21,818,358.00

(80/536,528.00)

(21,041,470.00)

- {13,389,711.00)
- 15087.76

. {408,848.53)

T 3A61,700616.97

563.838.063.34

(58,685,28)
5.353,535.35
3,889, 728.40

- 7,881,203

42,235.10

220,044,468

17,408,896,

40,858.04
- 3,548.083.68




PENNSYLVANIA POWER & LIGHT COMPANY
| STATEMENT OF INCOME
 TWELVE MONTHS ENDED DECEMBER 31,1683

ACCT.
, omsa INCOME AND DEDUCTIONS (CONTINUED)
* TAXES APPLICABLE TO OTHER INCOME AND Dsnuc'nous £ }
482 TAXES OTHER THAN INCOME TAXES . S $84,000.00
4082 INCOMETAXES , , , ~ ' -
o - FEDERAL : — {355,212.00)
, STATE . {142,413.00)
410.2/411.2 PROVISION FOR DEFERRED INCOME TAXES-NET R
e - FEDERAL , , i {1,383,308.00)
STATE ' _ (555,436.00)
 TOTAL TAXES APPLICABLE TO OTHER INCOME AND Dsouc'nous """""; (2,362,367.00)
' _ NET OTHER INCOME AND DEDUCTIONS . 13,182.520.43
INCOME SEFDRE INTEREST CHARGES , ‘ 57T AS1.585.77
INTEREST CHARGES ; : o ,
427 INTEREST ON LONG-TERM DEBT 3 T , 224,415,520,30
428 AMCRTIZATION OF DEBT DISCOUNT AND EXPENSE : ‘ 1,840,759.96
428.4 AMORTIZATION OF LOSS ON REACQUIRED DEBT ' 5,237.178.14
428 AMORTIZATION OF PREMIUM ON DEBT-CREDIT L (42,965.04)
431 OTHER INTEREST CHARGES 4,545,176.51
- 432 - ALLOWANCE FOR BORROWED FUNDS USED DURING CONSTRUCTION © (8.680,880.83)
BTN NET INTEREST CHARGES , ; - 228,895,500.04

NET INCOME , | $348,425,783.73




Appendix B

1. Under the share exchange agreement, all outstandlng Comnon
‘ . Stock of PP&L will be exchanged and converted into Common
Stock of Resources.

PP&LL, L converted and ;“_“"__*: Resources
-~ Common Stock | exchanged into Common Stock

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

3. Following consummation of the share exchange, the former
shareholders of PP&L Common Stock will own Common Stock of
Resources. Resources, in turn, will own all the Common
Stock of PP&L. The outstanding Preferred Stock of PP&L will
be unaffected by the plan of exchange. Therefore, existing
‘holders of PP&L Preferred Stock will remain holders of PP&L
Preferred Stock following consummation of the share

exchange. The corporate stock ownershlp of Resources and .
DPP&L Wlll be as follows:

Resources Common Stock owned
: ~ by previous holders of PP&L
. Resources : | - Common Stock

PP&L Common St0ckA§wned~by
‘ Resources

PP&L

Y ,  PP&L Preferred Stock still
K: owned by existing holders of
PP&L Preferred Stock ‘

iz\inc\'ihr\-ppm" cude Aex.




ASSETS
Investments in Subsidmry Companies—
Pennsyivania Power & Light Company

o *CE’-‘.‘P‘Gmup', ine.

Power ,M'am Development Company

Total Assels

EQuUITY
Cammion Stock issuad

: kTﬁﬁl‘ Equity

~ {1) To reflect the stock exchange sgresment in which PP&L sharsholders transfer thmr eomimion stoek

to PP&L Resources, Ins

FP&L Resdurces; inc.

P

kAp‘pe”ndix, F

Pro Forma Balance Sheat
Actugl ProFamu

besst 1893 . " Desemperat 108
$0.00 5242583438838 (1) $2,344,110,323.25

0.00 81,724.065.13 (2) 31,724,085.13
(50,000,000.00) (3) o

0.60 _ 50,000,000.00 (3) _50,000,000.00

_S0.00 8242583438838 $2.425,834.388.38

S0.00 _ 5242583438838 (1) __ $2.425834388.38

_$0.00  $2.425.834,388.38 © $2,425:834,388.38

{2) To refiact the dividend distribution by PP&L of its common stock and aquity invostmcm in

CEP Group, inc. to PPAL Resources, inc.

- {3) To refiect the dividend distribution by CEP Group,

in Power Markets Development Company to PP&L. Resources, Inc.

Ine. of fte common stock and equity lmfatmem
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Appendix G
DRAPT ,
Bervices Agreement
- This Agreement is made as of e 1994,

by and between PP&L Resources, Inc., a Pennsylvania corporation

("Resources"), and Pennsylvania Power & Light Company, a

| Pénnsylvania corporation (“PP&L").

WHEREAS Resources, under its articles, may engage in
any‘lawful act concerning any lawful bus;ness for which
corporations may be 1ncorporated under the Pennsylvanza Business
Corporaticn Law and was formed for the purpose of separating
PP&L’s regulated and unregulated business~activi€ies; and

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

engaged in providing electric utility service to customers in

~portidns of central eastern Pennsylvania subject to regulation by

the Pennsylvania Public Utility Commission; and ,
| WHEREAS, Resources and PP&L each possess,knowledge and

skill in various aépects of business operatiocns; and

WHEREAS, the provision of certain services between
Resources and PP&L will enable the parties to obtain these
serv1ces effectively and efficiently; and

WHEREAS, Resources desires to procure serviées £rom
PP&L on a nan—exélnsive basis, and PPEL is willing to provide
thESe;Services; and

WHEREAS, PP&L desires to procure services from

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

kprcv1de,these services; and




NOW, THEREFORE, in consideration of the agreements set
forth hereln and intending to be legally bound hereby, Resources
and PP&L agree as follows:

A. Services ;
1. Resources agrees to provide, on an as-avallable

basxs, such services as may from tzme to time be requested by

PP&L: These services may include any'serv1ces necessary and

appropriate to the safe, effzclent and cost effectlve operatlon
of PP&L’s business, including but not llmlted to, executlve
management:, administration, accountlng, flnance, legal

communlcatlons, purchasing, billing, 1nformatlon systems,

corporate secretarial, human resources, 1nsurance and other

,51m11ar types of serv1ces.

2. PP&L agrees to prov1de, on an as-avallable bas;s,

such services as may from time to time be requested by Resources.
These services may include eny~serv1ces necessary and approprlate
- to the safe, efficient and cost effective operation of Resources“

'obu51ness, 1nclud1ng but not limited to, executlve management,

admznlstratlon, accounting, finance, legal, communlcatlons,
purcha51ng, billing, 1nformatlon systems, corporate secretarlal,
humen resources, insurance and other slmllar types of serv;ces.

3 Resources and PP&L may reguest services of thls
nature from time to time on an as-needed ba51s.- NElther

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

~anmount of services pursuant to this Agreement.; In add;tzon,

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

2




services solely from the other party to this Agreeﬁent. If they
so desire, Resources and PP&L may procure these or similar
serVicekfrom third-party providers. |
B. Costs and Accounting
1. Services provided pursuant to Section A of this
Agreemént are to be charged to the recipient at their full éast
to the provider. |
If costs can be determined with reasbnable
Cerﬁainty, these costs will be assumed to be the direct and full
costs of providing the services at issue. |
| b. Indirect Cos
Costs shall inciude applicable~indiréct costs
such as overhead, teo the extent that such costs Can,be calculated
with reasonable certainiy'and are readily ascertainable. For
example, costs associated with an individual’s‘time may include a
ébmponent:for additional, related costs, as appropriate (e.g.,
applicable employee benefit‘ costs) .
c. L location
If charges cannot be directly assigned to one
party, they will be allocated between the'parties based on a
reasonable approximatibn,cf the cﬁsts attributable to each pértyj
2.k All costs incurred by~the'pro§iding‘party'shall’be
determined in accordance with‘generally accaptéd,aCcounting‘
,principles'and shall include;réaéonabie indirect costs, including

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

3




1. ‘The party providing services under Section A of
this Agreement shall submit invoices on a monthly or more
’frequent basis to the party receiving such services. Such
invbices,Shali reference the service provided and thé associated
‘COStSq which shall be determined in accordance with Section B of
this Agreement.

2. Invoices shall be due and payable within sixty
{60) days after receipt.
| ' D.

"Résources" as used in this Agreement includes all
subsidiary and affiliated companies of PP&L Resohrces, Inc. other
~than PP&L and its subsidiaries.

2. TFerm

The term of this Agreement shall commence on the-
date firSt set forth above or the <date on which the Pennsylvania
- Public Utility cbmmission approves this Agreement, whichever is
' latér. Thereafter, this Agreement shall continue in full force
‘and effect ﬁntil terminated by either of the partieé upon 15
daysi written«notice.to the other party of its election to do so.

3. Governing Law

This Agreement shall be governed by and construed

~in accordance with the laws of the Commonwealth of Pennsylvania.




IN WITNESS WHEREOF, the parties have executed this

Agreement as set forth' below.
EP&‘L RESOURCES, INC.

By:

e
(Title)
PENNSYLVANIA POWER & LIGHT COMPANY

By:

' (Naine)
(Title)



- Appendix H

BEFORE THE .
" PENNSYLVANIA PUBLIC UTILITY COMMISSION

(1)

In Re: Securities Certificate Of

- Pennsylvania Power & Light
Company In Respect Of The
Proposed Plan Of Share Exchange
In Connection With The
Establishment Of A Holding

- Company Structure

Securltles Certificate
Mo,

et 88 88 e

‘09 a0

To The Pennsylvania Public Utility commission:

1. The name of the publieé utillty fxllng thls Securitles
VCertlflcate is Pennsylvanla Power & Light Company ("PPEL® or the '
“Company’) and its address is Two North Ninth Street, Allentown,

Pennsylvanxa.

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

David B. MacGregor

Morgan, Lewis & Bockius

2000 One Logan Square S ' B
Philadelphia, PA 19103 ' o
{215) 963-5448 ‘ :

G. D. Caliendo

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

Associate General Counsel

Pennsylvania Power & Light Company

Two North Ninth Street

‘Allentown, PA 18101

(610) 774-4254

3. PP&L is a corporation which was organlze& on June 4,
1920 under the laws of the COmmonwealth of Pennsylvanla to exist
'perpetnally.' The Company is subject to the Pennsylvania |
Associations Code, 1: Pa.C.5. §§ 101 et sedq., 1nclud1ng the

Pennsylvanla Buszness cOrporatlan.Law of 1988, 15 Pa.C.S. SS 1101 et




geq., for the government and regulation of its affairs. PP&L is

Vested.ﬁith lawful authority to supply and is supplying to the

~ public electric light, heat and power service in twenty-nine (29)

counties in central eastern,Pennsyivania. At December 31, 1993, the

Company had approximately 1.2 million customers. In providing this

- service, PP&L is subject to the Public Utility Code ("Code"),‘es‘

Pa.c.S; ss 101 gﬁ&,ggg;, and regulation by the Pennsylvania Publie
Utility commission ("Commission") thereunder.
4. At the time of filing of this Securities Certificate,

PPSL is not controlled, directly or indirectly, by any corporation.

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

the Pennsylvania Business Corporation Law of 1988. 15 Pa.C.S. §§
‘1101‘g§/§§gﬂ Pursuant to the terms of a subscription agreement
datéd March 16, 1994, Resources,'upcn~appropriaté Commission
approval, will become a direct wholly-owned subsidiary of PP&L.
Thereafter, upon receiving shareholder and other appropriate
reguI&tOry approvals, RéSOurces will become the holding‘ccmpany

parent of PP&L. The Company’s corporate structure immediately prior

to, and after the formation of the holding company‘structure is
‘described in an Application filed by PP&L with the Commission on
March 18, 1994.¥ '

u Application Of Pennsylvania Power & Light Company For: (i)

Pennsylvania Public Utility Commission Approval, Pursuant To
Chapters 11, 19 And 21 Of The Pennsylvania Public Utility
Code, Of Certain Transactions And Agreement To Be Undertaken
In Connection With The Establishment Of A Holdirng Company
Structure; And (2) Pennsylvania Public Utility Commission

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

5




5. PP&L has determined that it is appropriate and in the
public¢ interest to reorganize its operations into a holding company
structure. A detailed description of this proposed corporate ) ‘
reorganization ahd the reasons for it are fully set forth in PP&L‘s

Application.

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

owners of PP&L common stock.

The share»exchénge outlined above may result in a change

, in the term of PP&L‘s common stock. Whilekthefissuer'of‘the common
stock will change from PPSL to Resources, this change willkhave no

: effect\on»ratepayers. Chapter 1% of the Code is designed to protect
'ratepayers. Chapter 19 is not a "blue sky" law and;is’not intended

to protect utility shareholders. York Railways Co. v. Pa. P.U.C.,

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

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

Company Act of 1935, filed on March 18, 1994 -
(“*Application").




' prGSpeétus with the Securities and Exchange COmmission,("SEC") in

connection withithe4establishment of the holding company structure.
It is therefore PP&L’s view that a securities certificate is not
required. However, in order to avoid delay, to provide the

Coimission with a full opportunity to review all aspects of this

 transaction, and because other aspects of this transaction reguire

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

securities certificate in connection with the share exchange.

6. A detailed description of the share éxchange is

included as Appendix E to the Application and is ihcorpbrated herein

by reference.

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

8. The establichment of a holding company structure will
require the approval of the SEC through the filing 6f a Form U-1.

In addition, the share exchange constitutes a public offering of the

common stock of Resources under the provisions of the Securities Act

of 1935 and will require the filing of a registration statement and
prospectus with the SEC. Copies of these filings will befsupplied

to the Commission.

9. The following either are appended to this Securities

Certificate as Exhibits, incorporated by reference from the

Application, or will be supplied when available:

4
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A‘

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

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

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

A statement of securities of other corporations owned by
the Company as of December 31, 1993, is attached as
Exhibit D.

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

A statement showing the status of outstanding capital
stock of the Company outstanding as of December 31, 1993,
ie attached as Exhibit F.

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

A copy of SEC Form U-1 will be supplied to the Commission
when available.

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

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

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




L. A copy of the share exchange agreement will be suppliéd
: when availabile. o ' X
WHEREFORE, Pennsylvanla Power & Light Company requests
that the COmmlssxon register this Securltles Certificate pursuant
to the provisions of the Public Utility Code and evidence such

registratibh:by‘an Oorder.

PENNSY,  ANIA"POWER & LIGHT COMPANY

John R.kslgg§r
Vice President - Finance

Dated: March 18, 1994




AFFIDAVIT

COMMONWEALTH OF PENNSYLVANIA )
| COUNTY OF LEHIGH TS
‘ZOHH‘R; BIGGAR, being:duly’SWOrn according to law,
k'deposes'and;saYS'that_heris-Vice Présideht-Finaﬁce of "
Pennsgylvania Power & Light cdmpanyf that he is éuthorized to
and~d§esvmakekthis affidavit for it; that he haS'fead the
foregoing Securities Certificate and states that the facts
set forth therein are tfue and correct to the best of his
~ knovledge, information and belief and he expects Pennsylvania
_Power & Light Company to be able to prove the Same4at any

hearing hereof.

sworn to and subseribed
before me this 18th day
of March, 1994.

P P P

. e ; 7 ()
M bR e
10T
18




PENNSYLVANIA POWER & LIGHT COMPANY

UTILITY PLANT ACCOUNTS
No. , ‘ December 31, 1993
Utility plant in service -~ | |
101 Electric plant in service . AR '
intangible plant : ; $ 15,006,114.10
Production plant , ST
Steam production ‘ $1,794,602,118.62
Nuclear production 3,967,483,653.35
Hydraulic production , ; 7995261338 : ‘
Other production ~ 3481870612
o Total production plant : ‘ ~ 5,876,855,091.48
Transmission plant ‘ L - 423,731,612.16
Distribution plant , ) 2,291,838,525.25
- General plant , .. 272170.210.47
o Electric plant in service : R ' 8,879,601,553.46
1011 Property under capital leases . ; - 1562590833
: Total utility plant in service : 8,955,231,461.79
105 Electric plant held for futureuse =~ : ' 32,874,545.37
107 - Construction work iri progress , 238600061268
T Total utility plant, less nuclear fuel =~ §,226,703,068.42
- 108 Accumulated provision for depreciation of ; L Lo
utility plant ' ; -{2,3096,033,569.32)
111 Accuinulated provision for amortization of ‘ - e
o utility ptant V o | | . (8,818,520.29)
‘ , - Net utility piant, less nuclear fusl . 6,821,850,978.81
1204 Nuclear fuel in process - - 1,584,283.03
12086 Nuclear fuel under capital leases L 173394 572.08
Net utility plant ; , £6.996 820 833 92

 Exhibit ()
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Appendix I

» 1994

‘Securities and Exchange Commission

450 Fifth Street, N.W.

- Judiciary Plaza

Washington, D.C. 20549

Re:  Pennsylvania Public Utility Commission
Certlflcatlon Pursuant to § 33(a) of the

Dear Sir or Madam:

Pursuant to Section 33(a) of the Public Utility Holding

Company Act of 1935 ("Hclding Company Act™), the Pennsylvania

‘Publmc Utility Commzssmon ("PUC* or the “Commlsslon“) hereby

' certmf;es that, w1th regard to foreign busmness activitiesn

entered into by Pennsylvania Power & nght Company {"PP&L" or the

- “Company") and/or its affiliates, the PUC has the authority and

resources to protect ratepayers subject to ite jurisdiction and

‘ intends to.exercise that authority.

PP&L is an 1nvestor»0wned electric public utlllty

incor?orated in the Commonwealth,of Pennsylvania. PR&L prov1des

electric service to more than 1 million customers in a service
territory of approximately 10,000 sguare miles located within 29

counties in central eastern Pennsylvania. All of BPslL‘s electric




Securltles and Exchange Commission
_s 1994

 Page 2

 ,,nti1ity’operations are subject to regulation by the PUC pursuant
| ﬁo‘ﬁhe ?ﬁblic&ﬁtility Code (Code), 66 Pa.C.S. § 101, et seq.

bn March,18, 1994, PP&L filed an,applicatioh with the
Commission requesting approval of the establishment of a holdiﬁg
,comgany structure. PP&L indicated that it would create a holding
_ company (PP&lL Resources, Inc.) to own PP&L and pawer‘markets "
: bévélbpmeht'ﬂompany, a newly-created corporation. Powef Markets
Development Company will pursue ﬁnregulated‘business‘ |

opportunities both domestically and internationally. On

_+ the PUC granted PP&l’s application.

" The COmmission>has:ample authority to»éiotect |
ratepayers subject to its juiisdiction.‘ The Code grants the
Ccmmigsioh‘pervasive;powefs‘to,,ig;g;tg;;g: invéstigate‘public

'uﬁilities‘(§ 331); adopt all regulations and”ordEré‘necessary to
U earry out its statutory duties (§ 501(a)); éupervise‘and regulate
wid public utilities (§ 501(b)); enforce ite orders in the state
courts (§ 502); obtain\information,requiréd to value utility' ,
property (§'505): inspect utility'faciiities and fécords (§ 506);
~hear and determmne customex aomplalnts agalnst utllltles (3 701),
approve the establzshment and abandonment of service by public
‘utilities (85§ 1102{3}(1)~(2)), approve the transfer cf public
kutmllty property (§ 1102(a)(3)), approve the acqulsltzon‘by a

| pnblzc utlllty of more than 5% of the votlng stock of any
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Secur;tles and Exchange Commission
¢ 1994

- corporation (§ 1102(a)(4)); approve the exercise of the power of -
" eminent domain (§ 1104); establish just and reasonable rates

, (§~1301);~prevent unreasonable rate disecrimination (8§ 1304); fix

the fair value of utility property (§ 1311); order refunds

(§ 1312); ensure adequate, safe, efficient faczlltles and service

(§ 1501); prevent discrimination,in service (§ 1502); establish

'aooounting and depreciation systems (§§ 1701, 1703) ; require

maintenance of continuing property records (§ 1702); approve the

‘issuance and assumption of securities (§§ 1901*1903) pre»approve

affiliated interest agreements (§§ 2101i- 2107), ‘and mmpose civil
penaltles (§ 3301) and seek criminal prosecution (8 3302) for
violations of its regulatlons and orders. Taken tOQether, tbese
and other provisions of the Code provide the Commission with |
broad,authority‘to protect Pennsylvania'ratepayers from any

potential adverse consequences of any unregulated bu51ness

| activities, 1nclud1ng foreign 1nvestments by afflllated

companies.

The Commission also has suff;cment resources to
exercise this authority on behalf of ratepayersa The Comm1581on
has an annual budget of over $32 million to fund its regulatory

oversight of the Commonwealth’s public utilities. PUC Annual

Report 1991-92, at 5. It has a staff of 581 employees, inecluding
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attorneys, rate analysts, auditors, economists, engineers and

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

The Comm1531on B recent act1v1t1es demonstrate that 1t
will exercise its authority to protect customers. For example,
aurlng the 1951-82 fiscal year, the Comm1551on comoleted 72 fixed
utlllty rate cases, 187 audits and 14 Management Audlts, and
responded to 7,522 consumer vomplaints, 13, 221 mediation requests

and more than 5, 000 consumer inquiries. PUC Aunual Report 1991

82, at 1.

Moreover, the regulation of utilities which are part of

a holding company structure is not new to the Comm1951on. Most

of the magor utilities regulated by the Commlsszon dre part of
holdmng‘companles. The Commission is well versed in dealanIWLth
hold}ng’companles and is fully capableyof assaring that
jurisaictional utility'customers are protected against any croas-‘

subsidization of costs or transfer of risk which might occur.

‘For all of the foregoing reasons, the Commission

certifies that it has the authority, resources and experience to

protect Pennsylvania ratepayers from any potential adverse
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consequences of foreign business actlv;tzes by PP&L: and/or its

'aflemated,ccmpanmes.
Very *ruly yours, .

PENNSYLVAN IA PUBLIC UTILITY
COMMISSION

By:
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SAFE HARBOR WATER POWER CORPORATION

- ) , STATEMENTS OF INCOME
® : ’ (Dollars in thousands except per share amounts)

For The Year Ended December 31, ‘

- 1993 1992 1991
Operating revenues V , R -

PRSI I Baltimore Gas and Electric Company 519,721 -§18,829 $18,626
¢ ~ Pennsylvania Power & Light Company 9,861 9,415 9,313
g . other _ 121 122 120

Total operating revernues 28,703 28,366  _28,059
_Cperating experises . o - ‘
S Operatiorns ‘ L 75936 6,668 - 6,459
¢ ‘ Maintenance : 2,519 2,423 2,268
R ‘ Depreciation : : : 3,578 3,343 3,326
Iricome taxes : " ;
Currgent  income taxes , 2,869 2,678 2,527
- Peferred income taxes 1,508 1,523 1,429
. . Ambrtizacion of investment tax credits {256) (245) (245)
L Taxes other than income 1,455 1,444 . i.415
‘ Total operating exper‘x'séé L 19,609 ,'17,834 , 7,179
Operatlng«lnccme ‘ 10,094 10,532 10,880
Allowance for other funds used dur;ng ) S
construction 8 1 6
other income and expenses = net - 153 234 391
® Income beforé interest charges ‘ 10,255 10,787 11,277
Interest chargesk ' , : o k k ]
Interest o6 1¢ng-term debt 3,876 - 4,344 T 4,675
Other interest charges : 21 23 25
Kllowance Zor borrowed funds used :
o , during construction . S8y = , 45)
L ; . Net interest charges ; 3,891 4,367 4,695
Net income R 56,364  §.6,400 8 6,582
Het income per share - 300,000 shares $21.21 $21.33 §21.94

‘ : The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF_ STOCKI

SAFE_HARBOR WATER POWER CORPORATION

HOLDERS' EQUITY

(Dollars in t
“Classg A

_Non=voting.

housands)

Class B

Commorn Stock Common Stéck
_Voting_

Balance at December 31, 1990 s 3,000
-Net income

Cash dividends declared -
$22,00 per share

Balance =t December 31, 1%91 3,000
Net income

'Caéh dividends dedlared -
$21.60 per sghare

Balance at December 31; 1992 S 3,000

Net income

Cash dividends declared -
$21.40 per share

Balance at December 31, 1993 § 3,000

$. 6,000

Paid-in
Capital

518,000

6,000

6,000

18,000

- §.6,000

518,000

Retairied

Earnings

§24,363
6,582

16,600)
24,345
6,400
_(6,480)
24,265

6,364

(6,420)

$24,200




SAFE HARBOR WATER POWER CORPORATION
BALANCE SHEETS
{Dollars in thousands)
oy ~ _ .__~L¥§2§Eﬂ222;511¢__.
@ ' - L 1993 G 1992
: ASSﬁTS ' '
Utxl;ty plant « at ar;gxnal cost :
Electric plant in service : 5;62 566 401,257
Construction work in progress , 890 143
.Total electric plant . . 153 456 : 161,400
SRR - Aecumulated depreciation ; , ,__‘__1_&’_7_,_4_"?_9_) {44,013}
Y Net utility plant : : 115,085 138"
' U Nonutility property ~ fet JRUSETIR TR PO |
Current assets : I -
Cash and cash eguivalents 6,386 9,005
Accounts receivable o :
Baltimore Gas and Electric company : 1,885 1,595
© Penngylvania Power & Light Company : - 945 799
Other ‘ o1 10
Materials and supplies, at ‘average cost 615 586
- Prepayments _ e 198 — 193
Total current assets _ _ : *ngnggg S_.12,188
" Deferred debits : : . ' :
‘Unamortized debt expense _ , ' 77 98
Deferred income taxes : SRR .. 453 ; 383
-Total deéferred debits o R ...530 . .481
Total assets . ) . ' §1255553 $130,057
CAPITALIZATION END LIBBILITIES '
Capitalization
Commen stock (without par value)
Authorized . and outstanding R R
- Nom-veting Class A <« 100,000 shares $ 3,000 $ 3.000
- Voting Class B = 200,000 shares 6,000 6,000
Paid=in capital , 18,000 - 18,000
Retained earnings 24,209 24,265
‘ , 51,209 751,265
o ~Long«term debt (Note 3} , ...35,000 ... 40.000
e Total capitalization : ‘ 86,209 , 91,265
Current liabilities . R :
S Qurreéntly maturing long=term debt (Note 3y 5,000 5,000
[Attourits payable 429 : 78
Payroll <osts accrued o 143 ' 117
T © . Taxes accrued , 73 - 75
f.; : L -pividends payable : S 1,605 , 1;620
L . . Interest dcerued . 779 877
Miscellaneous : ; Cooms 496
Total current lxabxl;txes ..B.144 - 8t263
Deferred credits and léng=term liabilities : , R ‘
peferred investment tax credits R 2,233 8,427
Deferred incomg taxes 24,394 22,102
Other postretirement benef;t oblxgatxons ' 350 ; e
~Deferred regulatory liabilities : ..5,223

Total deferred eredits and 1ong—term4lxab. ..32,200

—30,529
Commitments: and contingencies (Note 7} i

Total capitalization and liabilities . gl26,583 $130,057

jThé dccompanying notes are an integral part of these financial statements.
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SAFE_HARBOR WATER POWER CORPORATION

STATEMENTS OF CASH FLOW

(Dollars in thousands)

For The Year Ended December 31,

Operating Activities
 Net ineome -
Adjustments to reconcile neét income
to net cash provided by operatxng
activities
Depreciation
Amortization of debt expense
Allowance for other than borrowed funds
used.dutxng congtruction
Deferred income taxes = net
Invegtnent takx credit deferred - net
Changes in certain assets and liabilities
Accounts réceivable
Aceounts pavable
Taxes accrued
Othexr postretirement benefxt obligations
Other -~

. Net cash prov;ded by operatlng activities .

Investing Activities
Construction ,
“Allowance for othér than borrowed funds
uged during construztion
Net cash used in investing activities

Financing Activities
Diwidends on- gommon stock
Repayfient of lorig-term debt .
~Net cash used in financing activities

Net Inérease (Decrease) in Cash and Cash
Eqnxvalents

' Cash and Cash Equxvalents, Beginning of
Yeasr

~ Cash and Cash Equivalents, End of Year

Supplemental Information

_ Cash paid during this pericd for:
P Interest
Incose taxes

2,742

1993 1992 1991
s 6,364 § 6,400 S 6,582
3,578 3,343 3,326
21 24 25
48 = (6)
1,508 1,523 1,429
(256) (245) "(245)
(433) 775 (1,139)
351 a9 (127)
(2} (70) {27)
350 - } -
(488} (37) . (55)

10,985 131,752 9,763
(2,177) (745) (1,415)
) g L= TR -

(2,169) (785) . _(1,409)
(6,435) (6,510) (6 855]

(5,000} (5,000}

{11,435) _{11.510) 16,85 )
(2,619) {503) k1,499
9,005 9,508 8,009
6,386 §$.9.00s § 9,508
3,876 S 4,344 5 4,675
2,895 2,579

The accompanying notes are an integral part of these financial statements.
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SAFE HARBOR WATER POWER CORPORATION
| NOTES TO FINANCIALfSTATEMENTS
ﬁOTE‘i = THE CORPORATION
Safe.Harbor YWater Power Corporation operates a hydroelectric

generating facillty under a license issued by the Federal Energy
Regulatory Commission (FERC). The corporation'’s Voting Class B

' Common Stock is owned equally by Baltimore Gas and Electric Company

(BG&E) and,Pennsylvanla Power & Light company (PP&u) The Class A

Non-voting Stock is owned entirely by BG&E. - The Class A (Non-

voting) and Class B (Voting) Common Stocks are not listed on any
securities exchange.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.  System of Accounts

The accduntlng records of the corporation are maintained in
accordance with the Uniform System of Accounts prescribed by the
B. Utilitv Plant

Additions to utility plant‘ and feplacements of units of
property .are capitalized to utility plant accounts. The cost of

utility plant includes labor, materials, an allowance for funds
used during construction (AFUDC) and certain overhead items. The
AFUDC, a non=cash item, represents the cost of funds used to

finance construction. The accrual rates for such allowances were
10.0% during the period 1991 through 1993. The corporation uses
the gross method of computing AFUDC.

The cost of depreclablé property units retired plus removal

‘costs less salvage is charged to accumulated depreciation. The
‘costs of maintenance and repairs and of replacing items determined

to be less  than units of property are charged to operating

‘expenses.

€. Depreciation

Depreciation is computed using the straight‘lihe;methodﬂbased
on the estimated 1lives of depreciable property. = Annual
depreciation provided in 1993 amounted to approximately 2.23% of

Ats average depreciable property base, compared to approximately

2.09% and 2.10% in 1992 and 1991, respectively. The corporation
utilizes accelerated methods of computing depreciation on post 1981

‘additions for tax reporting purposes. Tax depreciation on assets
‘acguired prior to 1982 was determined using the straight-~line
~method.
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D. Income Taxes

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

Prior to 1993, deferred income taxes were provided on
differences between the recognition of certain income and expenses
for financial and income tax reporting purposes. Effective January
1, 1993, the corporation changed the method of accounting for
income taxes by adopting Statement of Financial Accounting
Standards (SFAS) ‘No. 109, 'Accounting £6r Income Taxes", which
requires the recognition of deferred tax assets and liabilities for
the expected future tax conseguences of temporary differences
between the carrying amounts and the tax bases of assets and
liabilities.

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

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

E. Cash and Cash Equivalents

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

F. Other Postretirement Benefits

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

Pensions", prospectlvely using the delayed recognition method. The

Standard requires accrual of the expected cost of providing

3
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postretirement benefits other than pensions (prlmarlly health care
benefits) to an employee and an employee's bpeneficiaries and
| covered dependents during the years that the employee provides
® ‘service necessary to become eligible for such benefits. Prior to
e 1983, the cost of retiree health care and 1life insurance was
expensed as premiums were paid. :

NOTE’B ~ DEBT
® ~The corporation's only debt obligations are the $40 million of
- 9.35% Serial Notes. Other than the guaranteed payment of the notes
by BG&E and PP&lL, there are no other restrictive covenants with the
debt. These notes mature $5 million per year through 2001.
The corporation maintains a no fee $600,000 unsecured line of

’ ~ credit with a bank at .5% below prime rate. There were no
g borrowings under this line of credit in 1993. :

 NOTE 4 - INCOME TAXES

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

o |
‘ Federal State Total |
’ (Dollars in thousands) |
1983 |
Current ihcome taxes $2,012 $857 $2,869
' , Deferred income taxkes 1,081 427 1,508
A  Investment tax credits realized,
‘ less amortization (256) - (256)
1s82
Current income taxes $1,905 $773 $2,678
, . Deferred income taxes 1,065 458 1,523 |
L Investment tax credits realized, '
- R less amovtization (245) - (245)
1991 ‘
Current income taxes $1,829 $698 §2,527
- Deferred inconme taxes 898 531 1,429
L ‘ Investment tax credits realized, ‘
’ ‘ less amortization (245) - (245)
Deferred income taxes result from temporary differences in the
recognltmcn of revenues and expenses for tax and financial
reporting purposes. The primary source of these temporary
@ differences is the tax over book depreclatlon which resulted in
' deferred tax liabilities of $1,670,000 in 1993, $1,706,000 in 1992
and $1, 819,000 in 1991.
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A recon6111at1¢n of the corporatlon s effective tax rate and
 the Federal income tax statutory rate is as follows.

1993 1992 1991

Federal income tax statutory rate 34.0% 34.0% 34.0%
~State income taxes, net of federal , ,
income tax benefit 8.1 7.9 7.9
Investment tax credit - amortization (2.4) (2:4) (2.4)
Interest on tax-exenmpt securities = {0.4) (0.7) (1.1)
Qthar 0.1 - (0.5} (2.1)
"Effective tax rate ' 39.4% 38.3% 36.3%

Effective January 1, 1993, the corporation adopted SFAS No.
109,  Prior to the adoptlon of the Standard, deferred taxes that
were accrued for in prior years were provxded on certain temporary
differences at a higher-than~current tax rate. 1In 1993, regulatory
liabilities of $5,223,000 were recorded based on the provisions in
the new Standard to,reflect the corporation's obligation to pass
through the benefit of the lower current tax rate to its customers.
~As a result, there is no effect on the corporatlon's 1993 net
- income. ;

The Tax Reform Act of 1986 enacted an alternative minimumn tax
(AMT) systen for corporatlons. The AMT is imposed at a 20% rate on
the corporation's BAMT income, which is determined by making
statutory adjustments to the corporation's regular taxable income.
The corporation was subject to $166,000 of AMT in excess of regular
~tax for 1991. This amount will be allowed as a credit against
regular taxes in the future to the extent regular tax expenses
exceed the ANT expenses. Deferred taxes have been provided because
the AMT is generally attributable to temporary dlfferences, which
are primarily due to the udjusted‘current earnings provision in the
above years. As a result, total income tax  expenses were
- nnaffected by these items. Additional income taxes on non-utility
earnings amounting to $20, 000, $14,000 and $31,000 for 1993, 1992
“and 1991, respectively, are 1nc1uded 1n the captlcn "Other income

and expenses, net™.

NOTE 5 = RELATED PARTY TRANSACTIONS

: In accordance with a power sales agreement ‘the entire output
~ of the Safe Harbor plant is sold to BG&E (two~thirds) and to PP&L
{one-third). The agreement provides that the sales price shall be
- established to yield to the corporation a fair rate of return on
its rate base, as prescribed or approved from time to time by an

appropriate regulatory authority. The agreement also provides that
the corporation will be reimbursed for all reasonable operating
_‘expenses, including malntenance and general expenses, taxes and

deprecxatlon.
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NOTE 6 = EHPLOYEE BENEFIT PLANS

The corporatlon sponsors a non—contrlbutory, defxned benefxt

'trusteed,pen51on plan. Eligibility is based upon employees‘ years

of service and age. The plan calls for benefits to be paid to

;elzglb‘e employees at retirement based prlmarlly upon years of

servlce with the corporatzon and compensation rates near
retirement. The corporatlon's funding policy reflects pen51on

‘expenses related to benefits attributed to employees' service to

date, as well as their antlclpated future serv1ce

.Camponents of 1993, 1992 ana.lssl net pensmon,expenses are as
- follows: o : T v

1993 ';992 1991
(Dollars in thousands)

Service costs - benefits earned

during the period - 8 288 S 251 $ 196
Interest cost on the progected : : o S

beriefit obligation o 710 664 576
Actual return on plan assets (1,068) (772) (1,702)
Net amortization and deferred ‘

gain ... 288 24 ,,1.61l~

5215 $ 167 §4‘,14;;

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

,fbllows*.
1993 - ,1992 199
(Dollars in thousands)
Actuarial present value of benefit
o obligations: : EE
Vested benefit obligation $(7,764) $(6,999) 5(6,173)
Nonvested benefit obligation _{17) 7y 33y
Accunulated benefit,obliqation‘ (7,781)  (7,006)  (6,186)
Effect of anticipated future ' — : o
~_ compensation levels (2,432) _ (31,893} _{1,504)
Pro;ected benefit obllgatxon {10,213) (8,899)  (7,690)
Falr value of assets held in the ,
: “plan _ 9,646 8,879 . 8,602
ﬁPlan assets over (under) ' o e :
projected benefit obllgatlon (567) (20} 912
© Unrecognized prior service cost ‘ 938 1,001 912
~ Net unrecognxzed‘(galn) loss from :
: past experience different , S
than assuned ' : 450 112y {719)
Unrecognized assst at transition ___(840) (911) _(980)
~ Acctued pension cost o §___i_,) S (42) 5 125

Deternlnatlon\of the projected benefit obllgatldn‘was based on
a weighted average discount rate of 7.25% for 1993, compared to
8.0% for 1992;and 1991, an increase in future compensatlon levels
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of 5.0% and an expected long-term rate of return of 8. 75% in 1993,
1892 and 1991, respectively. All the plan's assets are invested in
an Immediate Participating Guaranty (IPG) contract managed by The
_Prudential Asset Management Group.

The corporation maintains health care and life insurance
benefit plans covering all eligible retired employees.
Substantlally all of the corporation's employees may become
e11g1b1e for these benefits if they reach normal retirement age
while working for the corporation. These plans are unfunded. The
benefits are provided by insurance contracts.

- Effective January 1, 1993, the corporatlon 1mplemented the new
SFAS No. 108, "Employees! Accountlng for Postretirement Benefits
Other Than Pensions" (OPEB's). These benefits are now accrued over
the period the employee provides services to the corporation.
Prior to the change, insurance 'premxum costs were charged to
expense - as incurred. The accountlng change resulted in
transitional liability being amortized over twenty years beginning
on January 1, 1993.

Pcstretlrement benefit expense was approximately $504,000 in

1993 (including $350,000 due to the application of the new rule).
Costs were approximately $127,000 and 105,000, in 1992 and 1991,
respéctively. The components of 1993 OPEB expenses~are,as follows:

: 1993

(Dollars in tliousands)
Service cost - benefits earned during the period $ 60
Interest cost c¢h the projected benefit obligation 272
Net amortization of transition obligation 172
Net postretirement benefit cost $504

The accumulated postretirement benefit obligation
{APBO) at year-end was:

Retirees ; 62,203
Fully eligible active plan part1c1pants 773
Other active participants 1,008
Accumulated postretirement benefit obllgatlon 3,984
Net«unrecognlzed loss - (370)
Unrecognlged liabilities at transition ‘ . (3.264)
Accrued OPEB cost , $..350

‘ For measuring the liability and expense, a weighted-average
discount of 7.25% was used. For measurement purposes, a 9% anhual
rate of increase in the per capita cost of covered health care
benefits was assumed for 1994; the rate was assumed to decrease
gradually to 6% through 2011 and remain at that level thereafter.
A 1% increase in the health care cost trend rate, holding all other
assumptions constant, would increase the accumulated'postretlrement
benefit obligation approximately $410,000, the service cost 514 000
and the interest cost $31,000.
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NOTE 7 -~ COMMITMENTS AND CONTINGENCIES

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

: In Jurnié 1993, the corporatlon signed an agreement, with

environmental and government agencies, committing the corporation
to deszgn and construct a fish passage facility at the
corporation's dam on the Susquehanna River. Stone and Webster
Ernigineering Corporation was selected to be the architect/engineer
for the project. The corporation's goal is to have this facility
completed by the spring of 1996 at a cost of approx1mate1y $12
million.
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UNITED STATES OF AMERICA
BEFORE THE S
SECURITIES AND EXCHANGE COMMISSION

"PP&L Resources, Inc. o ) - File No.

R N R

NOTICE‘OF PROPOSED ACQUISITION

Take notice that on April __, 1994, PP&L Resources,
Inc. ("Applicant®), Two North Ninth Street, Allentown, PA, 18101-
1179, filed an application pursuant to Sectioms 9(a)(2) and 10 of
the Public Utility Holding Company Act of 1935 (the "1935 Act%),
- regquesting the Securities and Exchange Commission (the ,
"Commission") to authorize the acquisition by Applicant of all of
the outstanding shares of common stock of Pennsylvania Power &
Light Company, a Pennsylvania corporation and an electric utility
company ("PP&L"), and, through such acquisition, Applicant’s
indirect acquisition of one-third of the outstanding capital B
stock (which represents one-half of the outstanding voting stock)
- of Safe Harbor Water Power Corporation, a Pennsylvania
corporation and an electric utility company ("Safe Harbor"). In
its application, Applicant also requested an order pursuant to
Section 3(a) (1) of the 1935 Act exempting it, and each of its
subsidiary companies as such, from all provisions of the 1935 Act
(except for Section 9(a) (2) thereof).

; , Applicant’s proposed acquisition of the common stock of
- PP&L and Safe Harbor (the "Acquisition®") is part of a planned
corporate restructuring in which Applicant will become a holding
company over PP&L. PP&L supplies electric light, heat and power
service to the public in twenty-nine counties in central eastern
Pennsylvania. Safe Harbor owns and operates a hydroelectric¢

- plant used to generate electricity for sale to PP&L and Safe

- Harbor’s other owner, Baltimore Gas & Electric Company ("BG&E").
By virtue o¢f its ownership of one-third of the outstanding
-capital stock (which represents one-half of the outstanding
voting stock) of Safe Harbor, PP&L is a holding company under the
1935 Act. However, because it is predominantly a public utility
company whose operations as such do not extend beyond
Pennsylvania, PP&L is currently exempt by order from the
provisions of the 1935 Act (except for Section 9(a) (2) thereof)
pursuant to Section 3(a) (2) of the 1935 Act.

o Applicant was incorporated in Pennsylvania on March 15,
1994 for the purpose of carrying out the proposed restructuring.
~Pursuant to the terms of a subscription agreement dated March 16,
1994 and upon receipt of appropriate regulatory approval,
Applicant will become a direct wholly-owned subsidiary of PP&L.
Thereafter, upon receiving shareholder approval and appropriate
regulatory approvals, Applicant will become the parent of PP&L.,
Applicant does not own any utility assets and currently is not a

 “holding company" under the 1935 Act.




Applicant proposes to acguire all of the outstandlng
Shares of common stock of PP&L (the "PP&L Stock") pursuant to an
Agreement and Plan of Exchange {(the "Plan of Exchange"). Under
the terms of the Plan of Exchange, all of the shares of the ‘
common Stock of Applicant, which will then be owned by PP&L, will
be cancelled and all of the PP&L Stock will be exchanged on a
share-for-share basis for common stock of Applicant (the
"Exchange'). Upon consummation of the Exchange, each person that
owned PP&L Stock immediately prior to the Exchange will own a
corresponding number of the outstanding shares of common stock of
Applicant, and Applicant will own all of the PP&L Stock.
Additionally, following the Exchange, PP&L will continue to own
ore-half of the outstanding voting stock of Safe Harbor.

Applicant intends to apply to have its common stock

listed on the New York and Phlladelphla Stock Exchanges prior to
~the Exahange. Applicant anticipates that its common stock will
be listed and traded on those Stock Exchanges upon consummation
of the restructuring, whereupon Applicant will be required to
file reports with the Commission pursuant to Section 13(a) of the
Securities Exchange Act of 1934. The PP&L Stock will cease to be
listed on the New York and Philadelphia Stock Exchanges followmng
the restructuring.

Applicant states that effectuation of the Exchange will
have no significant effect on the holders of PP&L Stock and that
their lnterest and investment in the business of PP&L will be
c¢hanged only in form and not in substance. All indebtedness of
PP&L outstanding immediately prior to the Exchange will continue
to be outstanding indebtedness of PP&L after the Exchange. The
shares of PP&L’s preferred stock issued and outstanding
immediately before the Exchange will not be converted or
otherwise affected by the Exchange but will continue as
outstanding sharES of PP&L preferred stock.

Appllcant states that the purpose of the restructuring
is to establish a more approprlate corporate structure for the
conduct of unregulated business activities. Appllcant and PP&L
believe that the establishment of a broad base of income
generation will enhance the overall financial strength of the
enterprise. Applicant states that a holding company structure
willi enable it to participate in unregulated businesses in a
"tamely‘manner consistent with regulatory requirements, will
permit the use of financing technlques that are more directly
suited to the particular requirements, characteristics and risks
of unregulated and non=-utility operations without affectlng~the
capital structure or creditworthiness of PP&L, and will increase
financial flexibility by allowing the design and implementation
of capitalization ratios appropriate for the risk of each
subsidiary. 1In addition, Applicant states that the holding
company Structure more fully separates the operatlons of
regulated and unregulated businesses, thereby prOV1d1ﬂg a better
structure for regulators to assure that there is no ;
cross-subsidization of costs or transfer of business risk from




unregulated to regulated lines of business. In short, Applicant

~ believes the holding company structure is a highly de81rab1eeform

of c¢onducting regulated and unregulated businesses w1th1n the
same corporate group.

Applicant states that the proposed restructurlng will
require the approval of the Pennsylvania Public Utlllty

 Commission and the Federal Energy Regulatory Commission. In

addition, Applicant states that the Nuclear Regulatory Commission

~will be requested to congsent to the de jure transfer of Nuclear

Regulatory Commission licenses. Flnally, consummation ©of the
restructuring will be subject to the approval of a majority of
the shareholder votes cast at a meeting of PP&L’s shareholders.

‘Applicant has requested that the Comm1531on enter an
order granting and permitting Applicant’s appllcatlon to beccme

: effective on or before September 30, 1994.

- Applicant’s appllcatlon,and any amendménts thereto are
available for public inspection through the Commission’s Office
of Public Reference. Interested persons w1sh1ng to comment or

~request a hearing should submit their views in writing by

. to the Secretary, Securities and Exchange
Comm1831on, Washington, D.C. 20549, and serve a copy on Appllcant

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

or, in case of attorney at law, by certificate), should be filed
with the request*k Any request for a hearing must identify
specxfmcally'the issues of fact or law that are disputed. A
person who so requests will be notified of any hearing, if
ordered, and will receive a copy of any notice or order issued in

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

may be amended,\may be authorized.




OFFICE OF CONSUMER ADVOCATE
1425 Strawberry Square
Harrisburg, Pennsylvania 17120

RWIN A. POPOWSKY - S L  (717) 7835048
I%ggigerﬁéﬁg;e : 7 May 16, 1994 :

: P 4
John G. Alford, Secretary : e o
PA Publlc'Utlllty Commissgion ‘ ‘ : S
Room G-23, North Office Bldg. w0
Harrisburg, PA 17120 , , Legmr LT

Re: Application of Pennsylvania Poyer &
Light Company for: Pennsylvania Public
Utility Commission Approval, Pursuant to
Chapters 11, 19 and 21 of the Pennsylvanla
Public Utility Code, of Certain
Transactions and Agreements to Be
Undertaken in connection with the
Establishment of a Holding Company
Structure; and (2) Pennsylvania Public
Utlllty Commission Certification to the
Securities and Exchange Commission
Pursuant to Section 33(a) of the Public
Utility Holding Company BAct of 1935
Docket Nos. A-110500F206, G-00940388 &

M~00940535

Dear Secretary4Alford.

: Enclosed please find for f£iling an.orlglnal and three {(3)
capmes of the Office of Consumer Advocate’s Protest in the
;abaveacaptloned.proceedlng‘

: Copzes have been served upon all parties of record as
shown on the attached,Certlflcate of Servmce.

Sincersly,

Tanya J. McCloskey -Cj/f
o Asgigtant Consumer Advocate
Briclosures
¢¢s  All parties of record




CERTIFICATE OF SERVICE

Re: BApplication of Pennsylvania Power & Light Company for:
Pennsylvania Public Utility Commission Approval, Pursuant
to Chapters 11, 19 and 21 of the Pennsylvania Public Utility
Code, of Certain Transactions and Agreements to Be Undertaken
in Connection with the Establishment of a Holding Company
Structure; and (2) Pennsylvania Public Utility Commission
Certification to the Securities and Exchange Commission
Pursuant to Section 33(a) of the Public Utility Holding
Company Act of 1935
Docket Nos. A-110500F206, G-00940388 & M-00940535

- I hereby cértify that I have‘this'day served a true copy‘

of the‘foregoingfdocument, Office of Comnsumer Advocate’s Protest,
upon parties of record in this proceeding in accordance with the
requirements of 52 Pa. Code § 1.54 (‘relating to service by a

participant}, in the manner and upon the persons listed-below: ..-
P D p , d:: :

Dated this 16th day of May, 1994. e s

SERVICE IN PERSON

Charles F. Hoffman, Director
Office of Trial Staff

PA Publie Utility Commission
P, 0. Box 3265

Harrisburg, PA 17120

SERVICE BY FIRST CLASS MAIL, POSTAGE PREPAID

Paul E. Russell, Esq. David M. Kleppinger, Esq.

Pennsylvania Power & Light McNees, Wallace & Nurick
Company ~ L P. O. Box 1166

Two North Ninth Street : 100 Pine Streest ; '

Allentowni, PA 18101-1179 . Harrisburg, PA 17108-1166




‘Bernard A. Ryan, Jr., Esq.
Office of Small Business Adv.
Suite 1102, Commerce Bldg.

300 North Second Street

© Harrisburg, PA 17101

) - ‘7” iéﬁw&1&4/x
_Thnyaéi cCloskey A
Aggiskdnty Consumer Advgcate

Coungel for

~ Office of Consumer Advocate

1425 Strawberry Sqguare
Harrisburg, PA 17120
{717) 783-5048




- Application of Pennsylvania,

Chapters 11, 19 and 21 of the

- Agreements to Be Undertaken in

Utility Commission Certification

|| OCIKETE])

: BEFORE THE ‘
PENNSYLVANIA PUBLIC UTILITY COMMISSION B2

v e

‘Power & Light Company for:
Pennsylvanla Public Utility
Commission Approval, Pursuant to

Pennsylvanla Public Utility Code,
of Certain Transactions and

Docket Nos. A-110500F206,
G-00940388
M-00940535

Connection with the Establishment
of a Holding Company Structure,
and (2) Pennsylvania Public

L T S A Y LN T R TR Y ST

to the Securities and Exchange
Commission Pursuant to
Section 33(a) of the Public
Utlllty Holding Company Act

of 1935 ,

FTE Y o }

' &

PROTEST OF THE
OFFICE OF CONSUMER ADVOCATE

MQX ig(wgﬁureuant to 52 Pa. Code §§ 5. 51 et seq., the Office of

Consumer Advocate (oCn) files this Protest to the above-captioned

Application of Pennsylvanla Power & Light Company (PP&L or',‘

Company). In support of this Protest, the OCA provides the

V! following information:

1. The Protestant is:

Irwin A. Popowsky, Consumer Advocate
Office of Consumer Advocate

1425 Strawberry Square -

Harrisburg, PA 17120

Telephone: (717) 783-5048

‘Throughout this Protest, the Protestant will be referred

to as the Office of Consumer~Advocate or OCA.




The OCA's attorney is:
‘Tanya J. McCloskey
Asgistant Consumer Advocate
Office of Consumer Advocate
1425 Strawberry Square
Harrisburg, PA 17120
Telephone: (717) 783-5048
Telecopier: (717) 783-7152
3. The OCA is authorized by law to represent the interests
of Pennsylvania‘’s utility consumers in all matters before the
Pennsylvania.Pubiic”Utility'Commission (PUC or Commission). 71 Pa.
Stat. Ann. §§ 309-1, et seq. (Purdons 1990).

4. In the above-captioned dockets, consolidated by
Commigsion Order entered April 18, 1994, PP&l, filed a series of
documents and requested the Commission to take four separate
act:ioris as part of a corpo:céte‘ restructuring centere‘d‘ upon the
éstablishment of a holding company. The four separate actions
requested are: (1) issue certificates of public convenience
pursuant to Chapter 11 of the Public Utility Code (Code); (2)
régister a securities certificate pursuant to Chapter 19 of the
Ccdé: (3) approve affiliated interest agreements ~pursuant to
Chapter ’:2“1‘ of the Code: and (4) dissue a certification to the
S‘ecﬁritiesf and Exchange Commission pursuant to Section 33(a) of the
Publie Utility Holding Company Act of 1935.

5. The OCA'protests the granting of the Application as
pfésente& to the Commission without further investigatign of the
nunerous issues of first impreSsioﬁ\presentedrby this Application.

Importantly, the OCA seeks to determine what conditions, if any,




are necessary to the granting of the Application to protect
- ratepayers. . ‘
6. The Application by PP&L represents the first of its kind
by an electric utility in Pennsylvania under the new provisions of
the Energy Policy Act of 1992 ‘(EPkAct) . The EPAct represeni:s a far-
reaching national change in the structure of both the electric and
‘gas industries. Some of these changes will remove restrictions on
utility‘ corporate structure and other consumer protections
. contained in the Public Utility Holding Company Act of 1935
(PUHCA). In certain crucial areds, such as foreign investments,
k‘howe‘verv,_ : C.éngress‘ explicitly recognized that state commissions must
be in a position to provide the protections to ratepayers that were
! foime;rly provided by PUHCA. Significantly, Congress stated that
state commissions must certify, on a case by case basis, that they
have the authority and the resources, to protect ratepayers from
' the costs and risks of foreign diversification. 15 U.S.C.A.
§ 792-5b(2) (1992).
R 2 The OCA submits that several issues and ccncierns must be
aadre‘s'sed by the Commission prior to approval of this Application.
Among the issues and concerns that the Commission should address
prior to approval of the Application are:

(2} Potential increased business risk from the risks of
divergified activity, particularly foreign
diversification: Since diversified business may
carry greater risk than the utility business, the
Commission should examine whether it is necessary
and appropriate to -attach conditions to protect
ratepayers from increases in the cost of capital or

- changes in the capital structure. In addition, the
Commigsion must examine whether c¢onditions are
- mecessary to ensure that the nonutility business is

3




(d)

(e}

(£)

analyze PP&L’S requests to determine the effect on ratepayers and

(¢)

not receiving unfair advantage or subsidization
from the credit standing of PP&DL.

Potential for inappropriate cross-subsidies and
cost shifting: Since there is the potential for
substantial overlap in personnel and regources, the
Commission must examine at the outset how costs are
to be allocated between the utility and the
diversified businesses. It is also particularly
necessary to ensure that prices and terms of inter-
affiliate transactions are appropriate.

Potential for diversion of management and staff:
The potential exists for experienced utility staff
to be diverted to the unregulated affiliates or
distracted by the diversified investment program.
The Commission should examine whether conditions
are necessary to prevent adverse effect to the
utility from such potential.

Potential for impairment of regulation: A

restructuring may move direct costs out of the

utility and into the holding company only to return
as affiliated transactions. The Commission should
examine whether procedures are necessary to ensure
that review is not impaired by lack of access to
essential information such as the books and records
of the holding company or affiliates, or the
officers and employees of the non-regulated
subsidiary.

Potential for Asset Transfer: The holding company
structure contemplates the formation of Exempt
Wholesale Generators (EWGs). If PP&L pursues EWG
opportunities in this region, the potential exists
for asset transfers as an inexpensive means of
entering the generation business. The Commission
should examine whether conditions or mechanisms are
necessary and appropriate to protect ratepayers.

~ Potential for Unfair Competition and Self-Dealing:

The potential exists for an unregulated affiliate
to gain an unfair competitive advantage from its
affiliation with a utility. The Commission should

- examine whether this potential exists and should be

protected against. Prohibition against, or

conditions regarding self-dealing should be

considered.

The OCA submits that the Commission must carefully

4




. . ‘ .

‘what conditions, if any, are necessary to protect the interests of

PP&L’ s ratepayers.

WHEREFORE, the-Office of Consumer Advocate reséectfuily

, requests that the.Comm1351on thoroughly 1nvestlgate PP&L* g requests
prlor to the approval of its Application, and take such other
action as it may deem appropriate, and impose such condltlons on

the Application as are found appropriate under the C1rcumstances.

Respectfully submitted,

R SR Tanya s 1Closkey
Assi nt onsumer Advdcatre

Counsel for:
Irwin A. Popowsky
Consgumer Advocate

. Office of Consumexr Advocate
: , 1425 Strawberry Square
.. Harrisburg, PA 17120

' (717) 783-5048

Dated: May 16, 1994




PUBLIC STATEMENT OF THE CONSUMER ADVOCATE ISSUED IN ACCORDANCE
WITH SECTION 904-(e) OF ACT OF APRIL 9, 1929 (P.L. 177, NO. 175),
 KNOWN AS "THE ADMINISTRATIVE CODE OF 1929%, AS AMENDED BY ACT 161

~ OF 1976 (APPROVED JULY 9, 1976)

Act 161 of the Pennsylvania General Asgembly, 71 P.S.
§ 309~2‘,, as enacted July 9, 1976, authorizes the Consumer Advocate
to frepreeent the interests of consumers before the Pennsylvania
Public ‘Utili,tkaonun:‘L'ssion (PUC or Commission). In aecorda‘nce with
‘Act 16’1,‘ and for the following reeson's,, the Consumer Advocate
determined%‘to file a Protest and participate in proceedings before
the Commission involving the BApplication by Pennsylvania Power &
Light Company (PP&L) for various approvals purstiant to Chapters 11,
1% and 21 of the Pennsylvania Public Utility Code and Section 33(a)

~ of the Public Utility Holding Company Act of 1935,
’4 PP&L i8 a public utlllty provn.dlng electrn.c service in
twenty -nine count:.es in the central eastern reglons ~of
PennsylVania. PP&L serves approximately 1.2 million customers. On
March 18, 1994, PP&L filed with the COMnissidri a series of
docunments request-ingi the Commission to take certain aetions as part
of PP&L'S ‘corporate restructuring centered upon the establlshment
'of a helding company. |

The Consumer Advocate has determined to file a Protest in
thls proceeding in order tc ensure that the interests of ratepayers
_are protected ; Importantly, th:.s Application presents iggues of
first 1mpress:1.on for the Commxss:.on, and is the first of its kind
‘by ar electr:w utility in Pennsylvania under the new provisions of
the Energy bolicy Act of 1992; The OCA submits that certain
cbnditions‘ may need to be attached to the approval of this

1




Application in order to protect ratepayers. For these reasons, the

 Consumer Advocate determined to file a Protest and participate in

the proceedings pefore the Pennsylvania Public Utility Commission.
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- MORGAN, LEWIS & BoOCKIUS
COUNSELORS AT Law
2000 ONE LOGAN SQUARE

PHILADELPHIA WASHINGTON

New YoRrK PHILADELPHIA, PENNSYLVANIA (S103-6953 Los ANGELES
: Miamy TELEPHONE(215) 8635000 ' HAR“"SEURG"
 Prineeron. AN (RIS) 663-5255 - LoNGON '
Brusses ; , FRANKFURT
o . . ) ) : : TOKYO
’ Davio B. MACGREGOR January 9, 1995

'f fmAx‘.nfmcc;r(exsses,a-sgs‘ o , ; | - o RECEIVED J

BY FEDERAL EXPRESS

| JAN 09 1595
John @. Alford, Secretary 5 ,
Pennsylvania Public Utility Commission ~  CUBLIC UTILITY COMMISSION -
North Office Building, Room G-23 : 'ﬁFf‘RETARY BUREAU

Commonweaslth & North Streets
Harrisburg, PA 17120

Re: In Re: Application of Pennsylvania Power & Light
Company for (1) Pennsylvania Public Utility
Commission Approval, Pursuant to Chapters 11, 19
And 21 of the Pennsylvania Public Utility Code, of
Certain Transactions and Agreements to be
Undertaken in Connection with the Establishment of
a Holding Company Structure, and (2) Pennsylvania
Public¢ Utility Commission Certification to the
Securities and Exchange Commission Pursuant to y
Section 33(a) of the Public Utility Holding #wf/;
Company Act of 1935; Docket Nog. %‘,”; B2
G-00940388 & M~00940535 o

Dear Secretary Alford

On March 18, 1994, Pennsylvania Power & Light Company ,
, ‘("PP&L" or the “Company“) filed the above-referenced Application.
At the time the Application was filed with the Commission,
. certain documents and information were not available. PP&L
~stated in the Application that it would supply such information
- and documents when available. In accordance with that
- commitment, please find enclosed copies of the folloWLng -

documents .
1. Form U-1, Application for Declaration Under the
Public Utility Holding Company Act of 1935, filed -
with the Securities and Exchange Commission; -

2. Agreement and Plan of Exchange between PP&L and
PP&L Resgources, Inc, .

3. PPel: Amended and Restated Artlcles of
‘ Incorporatlon,

BOCUMEﬁ
FOLDER




MORGAN, LEWIS & Bockius

John G. Alford, Secretary
January 9, 1995
Page 2

4. A certified copy of the Resolution of PP&L’s Board
of Directors approving the proposed Agreement and
Plan of Exchange. :

Also encloged for the Commission’s information are
copies of recent orders from the Federal Energy Regulatory
Commission and Nuclear Regulatory Commission apprOV1ng PP&L’' s
¢reation of a holding company.

Sincerely,

/”' f/g]/ /x/ /

Dav1d B. MacGr€gor
Counsel for ®©ghnsylvania Power
& Light Company

DBM\jta

Enclosures

¢c: Douglas T. Beebe
Tanya J. McCloskey, Esqg.




CERTIFICATE OF SERVICE

I hereby certify that I have this 9th day of January,
1995, served a true and correct copy of the foregoing doéument

upon the following persons and in the manner indicated:

Tanya J. McCloskey, Esquire
Assistant Consumer Advocate
Office of Consumer Advocate
1425 Strawberry Square
Harrisburg, PA 17120

w2
. Dated: January 9, 1995 Y/ OV IV
‘ David B AfacGregor
Counsel” for Penngylvania

Power & Light Company




I, DIANE M. KOCH, A9s1stant Secretary of
kPennsylvanla Power & nght Ccmpany, do hereby CERTIFY that
the following is a true and correct copy of certain resolu~
tions duly adopted by the Board of Directors of the Company
at a meetlng held on September 28, 1994, and that said reso—’
lutions have not been altered, amended or repealed and are in
full force and effect:

RESOLVED, That the Agreement and Plan of
Exchange between this Company and PP&L

Resources, Ing. ("Resourcesg") in substan-~ s g
tially the form set forth in Exhibit C to RECEIVED
‘this meeting (the "Plan") be and it is : ,
hereby approved; and further ‘ JAN 09 1835
* ok ok ok % ﬁUBLIC UTILITY COMMISSION
o o s : QFCRETAQY BURE Al
RESOLVED, That the proper officers of this
Company are hereby authorized, empowered
and directed to do all such acts and
thlngs, to execute and deliver {(with such
execution by said officers constituting
“conclusive evidence, of his, her or their
'approval and of the approval of the Board
of Directors of the terms thereof) all such
documents  (including documents to be
executed and delivered on behalf of this
Company in its capacity as the future sole
shareholder of Resources), and to pay all
such fees and,expenses as may be necessary
or desirable in order to carry out and ‘
- comply with the terms and provisions of the
above-referenced documents and by the fore-
going resolutions; and further

RESOLVED, That all of the acts of the
officers of this Company, whether hereto-
: fcre or hereafter taken or done, which are
in conformity with the purposes and intent

of these resolutions, are hereby in all
reSpects ratified, approved and confirmed;
and further
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RESOLVED, That the proper officers of this
Company be and they are hereby authorized
and directed to take all such other actions
as may be necessary or, in their judgment,
desirable to carry out the purposes and
intent of the foregoing resolutions.

IN WITNESS WHEREOF, I have hereunto set my hand and
affixed the seal of the Company this 9th day of January,
1995. |

¥ AssiBtant Secrethary
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

‘k;’ | ql’k

Pennsylvania Power & Light Company ~ Docket No. ECS4-26-000

ORDER AUTHORIZING DISPOSITION OF JURISDIcTronathd ")
~ FACILITIES AND CORPORATE REORGANIZATION NMREEEI VE D

(Issued December 30, 1994) JAN 09 1985

~ On August 31, 1994, Pennsylvania Power & Light é%@ﬁg%yTﬂlTYCm%HSSKW
- .

(Pennsylvania Power) filed an application pursuant to s ﬁ3§ﬁ§5£HM¥m
of the Federal Power Act 1/ for Commission authorization to
implement & plan of corporate restructuring which will result in
the formation of a holding company. B2s a result of the proposed
restructuring, Pennsylvania Power will become a wholly-owned
subsidiary of & holding company, PP&L Resources, Inc. (Resources) .

Description of Pennsylvania Power’s Current Corporate Structure

Pennsylvania Power is a public utility within the meaning of
the Federal Power Act 2/ and owns and operates jurisdictional
facilities in central-eastern Pennsylvania. Pennsylvania Power
also is part-cwner of Safe Harbor Water Power Corporation (Safe
Harbor), which is a public utility that owns and operates a
hydroelectric plant and related transmission facilities and sells
electricity from the plant to Pennsylvania Power and Safe Harbor'’s
other owner, Baltimore Gas & Electric Company (Baltimore Gas).
Pennsylvania Power has several other wholly-owned, direct and
indirect, nom-utility subsidiary companies that are engaged in
heolding coal reserves, coal mifinssrelated activities, cil pipeline
operations, and passive invesﬁégﬁm mkﬁQ?ﬁ?°y?“«h,

Eé*am Sl Yat TP Ay
o BOCUMEN"

i

1/ 16 U.S.C. § 824b (1988). AN [ 1995 ‘ ?OLQ#’“’“
2/ See 16 U.S.C. § 824(e) (1588). ek

3/ Pennsylvania Power’s non-utility subsidiary include: (1)

Interstate Energy Company, which operates oil pipeline
facilities that supply fuel to a Pennsylvania Power
generation station; (2) Pennsylvania Coal Resources
Corporation and its subsidiaries, Pennsylvania Mines
Corporation and Rushton Mining Company, which are completing
Pennsylvania Power’s phase-out of its coal operations; (3)
Realty Company of Pennsylvania and BDW Corporation, which
own real estate related to Pennsylvania Power’s electric
stations; (4) Greene Hill Coal Company and Green Manor Coal
Company, which own undeveloped bituminous coal reserves; (5)
Lady Jane Collieries, Inc., which purchases and cleans
 bituminous coal from non-affiliated suppliers; and (6) CEP
Group, Inc., which holds passive investments, and its
wholly-owned subsidiary, Power Markets Development Company,
which was formed to conduct Pennsylvania Power’s unregulated
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‘Pennsylvania Power & Light Company -- Docket No. EC94-26-000

- Description of the,Pto'osedvRestructurin:,

o In order to facilitate the restructuring into a holding
‘company system, Pennsylvania Power has organized Resources as a
wholly-owned subsidiary. 4/ Under the terms of an Agreement and
Plan of Exchange, which is subject to shareholder and regulatory
approvals, 5/ all common stock of Resources (which is currently
owned by Pennsylvania Power) will be cancelled and all outstanding
common stock of Pennsylvania Power will be exchanged on a share~
for~share basis into common stock of Resources. Following
consummation of the share exchange, each person owning Pennsylvania
Power common stock immediately prior to the share exchange will own
& corresponding number of outstanding shares of Resources common
stock, and Resources will own all of the Pennsylvania Power common
stock. &/ ‘ . :

As part of Pennsylvania Power’s corporate restructuring, CEP
Group, Inc. and Power Markets Development Company will become
wholly-owned subsidiaries of Resources (and affiliates of ;
Pennsylvania Power). Pennsylvania Power’s other subsidiaries will
remain subsidiaries of Pennsylvania Power after the restructuring.

According to Pennsylvania Power, the proposed restructuring:
(1) will allow the reorganized company to meet new business
opportunities in a changing business environment; (2) provide
latitude in responding to growing competition in the energy
industry; and (3) facilitate selective diversification into non-
utility business. Moreover, Pennsylvania Power states the holding
~company structure will: (1) better insulate Pennsylvania Power’s
- utility ratepayers from the risks and costs associated with

business activities. Application at Exhibit G, application
before the Securities and Exchange Commission, pp. 10-11.

4/ Pursuant to the terms of a March 16, 1994, subscription
agreement, Resources has issued shares of common stock,
which Pennsylvania Power has purchased. Thus, prior to the

- restructuring, Resources is a subsidiary of Pennsylvania

5/  Pennsylvania Power also has submitted applications to the
- Pennsylvania Public Utility Commission (Pennsylvania
Commission), the Securities and Exchange Commission, and the
Nuclear Regulatory Commission. '

6/ The outstanding preferred stock of Pennsylvania Power will
- be unaffected by the share exthange. ' '
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Pennsylvania Power & Light Company -~ Docket No. EC94-26-000

business activities of unregulated subsidiaries; (2) enhance
managerial accountability for separate business activities; and (3)
permit the use of financing techniques that are more directly
suited to the particular requirements, characteristics and risks of
unrequlated and non-utility operations without affecting the
capital structure or credit worthiness of Pennsylvania Power.

Pennsylvania Power states that the proposed transaction is in
the public interest because: (1) the proposed reorganization will
have no effect on Pennsylvania Power‘s operating cost or its rate

level; (2) Pennsylvania Power’s accounting treatment of the

transaction will be appropriate; (3) the propased reorganization
does not involve the actual sale of facilities, but rather entails
the conversion of each share of Pennsylvania Power common stock
into common stock of Resources; (4) no party has been coerced into
participating in the reorganization; (5) the proposed
reorganization will have no adverse effect on competition; (6) the
proposed reorganization will not impair government regulation of
Pennsylvania Power. :

Notice of the application was published in the Federal
Register with comments due on or before September 20, 1994. No
comments were received.

Discussion

In Central Vermont Public Service Corporation (Central
Vermont), 7/ the Commission concluded that the transfer of
ownership and control of jurisdictional facilities, through a
transfer of a public utility’s common stock from existing
shareholders to a newly created holding company, constitutes a
disposition of jurisdictional facilities requiring prior Commission
approval under section 203. Consistent with the Commission’s
holding in Central Vermont, because Pennsylvania Power’s proposed
restructuring would entail the transfer of ownership of its common
stock from existing shareholders to Resources, the restructuring is
subject to the requirements of section 203.

It is determined that Pennsylvania Power’s proposed
restructuring will be consistent with the public interest. Aas
noted above, Pennsylvania Power has stated that the restructuring
will not adversely affect its customers or its ability to supply
energy at reasonable prices. Pennsylvania Power claims that the
restructuring will, among other things, allow the reorganized
company to meet new business opportunities in a changing business
environment and provide latitude in responding to growing

1/ 39 FERC § 61,295 (1987).




'_‘dOmpany at this time, it is possible that in the future such a

~ involving their public utility subsidiaries also takes place, and
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Pennsylvania Power & Light Company -- Docket No. EC94-26-000

competiticn in the energy industry and facilitate selective
~diversification into non-utility business. '

After the reorganization, Pennsylvania Power will continue to
be subject to retail rate regulation by the Pennsylvania Commission
and this Commission will maintain its regulatory authority to
consider any and all wholesale rate-related issues arising from the
reorganization.

As noted above, the proposed restructuring involves the
conversion of each share of Pennsylvania Power common stock into a
share of Resources common stock. Therefore, the proportion of each
shareholder’s ownership will remain unchanged.

While Resources is not proposing to merge with another holding

merger may take place. In an order approving a similar holding
company formation by Illinois Power Company, the Commission
clarified its jurisdiction under section 203 regarding the effect
that mergers of public utility holding companies have on their
public utility subsidiaries. 8/ While noting that it does not
have jurisdiction over public holding company mergers or
consolidations, the Commission concluded that, ordinarily when
public utility holding companies merge, an indirect merger

that Commission approval under section 203 would be reguired.
Consequently, the Commission stated:

We therefore will presume, subject to rebuttal,
that mergers between public utility holding
companies also accomplish an indirect merger of
their public utility subsidiaries. If the
public utilities can rebut the presumption, we
will find that jurisdiction will not attach
until such time as the public utility
subsidiaries formally merge or consolidate
their facilities. If the public utilities .
cannot rebut the presumption, section 203
approval of the indirect merger of the public
utilities will be required. (footnote omitted)
[2/]

Aéccrdingly, Pennsylvania Power is advised that in the event
Resources should seek to merge with another public utility holding

8/ 1Illinois Power Company, 67 FERC 9 61,136 (1994).
8/ 67 FERC at 61,354-55.
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- Company, Pennsylvania Power and any other affected public utility
are required to file under section 203 evidence to rebut the

. presumption that such a merger would not also result in an indirect
~merger of the public utility subsidiaries, or alternatively for

approval of an indirect merger of the public utilities.

. Based on the foregoing analysis and in the absence of
opposition to the application, it is concluded that the disposition
of jurisdictional facilities of Pennsylvania Power in the above-
described corporate restructuring is consistent with the public
interest and is hereby authorized, subject to the following
conditions: ' _ o3

conditions and for the purposes set forth in the
application; :

(1) The proposed transaction is authoriﬁed upon the terms and

(2) The Commission retains authority under section 203(b) of
the FPA to issue supplemental orders as appropriate;

(3) The foregoing authorization is without prejudice to the
 authority of the Commission or any other regulatory body
with respect to rates, service, accounts, valuation,
estimates or determinations of cost or any other matter
‘Whatsoever now pending or which may come before the
Commission; : , , :

(4) DNothing in this order shall be construed to imply
~ acquiescence in any estimate or determination of cost or
~any valuation of property claimed or asserted;

(5) Pennsylvania Power shall account for the restructuring in
accordance with the provisions of the Commission’s
" Uniform System of Accounts Prescribed for Public
Utilities and Licensees; in particular Pennsylvania Power
shall (1) eliminate its investment in CEP Group, Inc.
from Account 123.1, Investment in Subsidiary Companies;
(2) eliminate its eguity in the undistributed earnings of
CEP Group, Inc. from Account 216.1, Unappropriated
Undistributed Subsidiary Earnings; (3) record the
dividend distribution as a debit to Account 438,
Dividends Declared - Common Stock; and (4) record all
~ costs incurred in the formation of the holding company
structure, including the proxy~related costs, in Account
426.5, Other Deductions; and B
(6) In the event Resources should seek ‘o merge with another
‘ public utility holding company, the public utilities of e
those companies are required to file under section 203 of
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the FPA evidence to rebut a Presumption that a merger of
the holding companies would not also result in an
indirect merger of the public utility subsidiaries, or
alternatively for approval of an indirect merger of the
public utilities.

Authority to act on this matter is delegated to the Director,
Division of Opinions and Systenms Analysis, pursuant to 18 C.F.R.
§ 375.308. This order constitutes final agency action. Regquests
for rehearing by .the Commission may be filed within thirty (30)
days of the date of issuance of this order, pursuant to 18 C.F.R.

§ 385.713. Ziéigz/éibuﬂyéiu

Robert E. Cackowski -
Director, Division of Opinions
and Systems Analysis




Condmons to Approval of PP&L’
ati Holding Co ‘

Fol!owmg are the condmons to Penrﬁeylvama Power & L:ght 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). |

1. Neither Power Markets Development Company, nor any other non-

~ regulated PP&L affiliate, will participate in any future competitive procurement for

generating capacity resources conducted by PP&L. This prohibition does not affect

~ the sale of power to PP&L, to the extent otherwise permitted under state and federal
iaw from the foilowmg sources existing at the time this Agreement is sngned PP&L’
: generatmg units; Safe Harbor Water Power Corporation: or non-utility generators that

' have contracted to sell output to PP&L.

2. Upon request, PP&L will pravide to the Commission and the OCA

access to the books, records officials and staff of affi hated compames mvolved in

“diversified busmess actlvxties




) 0 | | '

PP&L wiil accept service in Allentowh; Pennsylvania, of any |
requests made pursuant to this provision. Further, in responding to such requests,
PP&L will pr’oducekrecc‘)rds and personnel in the Commonwealth of Pennsylvania.

PP&L does not waive its right to raise traditional discovery
objections to any requests under this proviéion including, but not limited to, relevance
‘ and’priviiege. Furthermore, before responding to any requests under this provision,
PP&L may require whatever protection it deems necesséry to prohibit disclbsure of

proprietary or confidential information.

3. PP&L will provide the ’Cdmmission and the OCA with quarterly and
, k»anhual financial Statements of affiliated companies ihvolved in diversified business
activities (except that no quarterly financial statements shall be required with respéct
to the fourth quarter because fourth quarter ﬁnanciais areconsd‘lidatéd into the
annual report), annual statements of intercompany transactions, and all financial
reports filed with the Securities and Exchange Commission,.

| Before providing any information under this provision, PP&L may
require whateve:r protection it deems necessary to prohibit disclosure of pfoprieiary,

confidential or non-public information.




4. The total amount of PP&L’s investments in diversiﬁed‘b‘usihes‘ses’
other than the energy ‘busiﬁess and ancil’lary’acti’viﬁes will not exceed 7.5% of the
'totalf assets of thé holding company and its céhsolidatedz subsidiaries withouf prior

| Comnission approval. o
| The fotal amount of PP&L's investments in all diversified businessés‘
| will ot exceed 15% of the total assets of the holding. company and its cbhsolidat'ed,

“subsidiaries without prior Commission approval.

| 5. PP&L's cost of capital for P‘enn’sylvénia jurisdictional ratemaking |
| purposes will be calculated on a stand~alone’ “divisional” basis. This condition does
1 no,t iimit the Commi,ssion"s authority and -disc‘reﬁdﬁ to considerkwhate\)erevidence it
deéms r’elé?ant to es'tab!isyhing a fair fate» éf’ return in PP&L’s retail base rate pro-

ceedings.

Trangag"tiohs Between PP&L and itys‘ Affiliates

6. PP&L will ‘s,ét up accounting t:ontrois, and other procedures for alto-{ ‘

catxon of overhead and other costs of jointly-used assets or personnel . Such con- ' {
‘\

trols and procedures will be desxgned to assure that PP&L will not bear any costs |

assomated WIth the diversified busmess actlvmes of its affi liated companles Follow-




~ Continued PUC Jurisdiction Over PP&L _

ing approval of its holding company application, PP&L will submit these controls and

| procedure’s to the Commission and the OCA for comment.

7. PP&L will develop pricing protocols for detérmirﬁ‘ng tr'a‘ns'.'fer prices

~ between utility operations and affiliated companies involved in diversified business - |
5 éctiviﬁes;’ P’P&L will provide for appropriate ratemaking recognition of ‘a:lf! after-tax

~ proceeds from the sale of utility assets that have been allowed in PP&L’s retail base

rates. Fuﬁher,’ PP&L will provide for appropriate ratemaking recognition of royalties

paid to PP&L by its affiliated companies involved in diversified business activities for

programs, etc., that were develaped at ratepayers’ expense.

8. PP&L will develop an orgamzahon and staffing plan which provudes

for adethate efficient staffing of the uhhty business. PP&L will report transfers of

. PP&L staff to any of its afﬁhated companies annually to the Commlsszon

9. The PUC’s approval of PP&L’s applicat_'ion to create a holding com-

| pany structure does not affect PP&L's existing obtigéﬁon’ to comply with all provisions

of the Public Uiiiityf Code, including Chapter 11 (relating to PUC approval of transfer

o_f‘_»utility assets) énd Chabter 21 (relating to PUC approval of contracts between

affiliated inierests)s




_ UNITED STATES &

NUCGLEAR REGULATORY COMMISSION 7/~ 7/ J 3248

WASHINGTON, D.C. 208550001

#r. Robert 6. Byram [ Decenber 29, 994
 Senior Vice President-Nuclear ' ~
 pennsylvania Power and Light

Company
- 2°North Ninth Street
- Allentown, PA 18101 5
© SUBJECT: APPROVAL OF PROPOSED CORPORATE RESTRUCTURING OF PENNSYLVANIA POMER &

| LIGHT COMPANY (TAC NOS. MSOO?S AND MS0080) |
Dear M. Byram: | e |

~ Enclosed s the staff evaluation of the proposed corporate restructuring of
Pennsylvania Power & Light Company as described in your letter dated July 25,

1894, The staff has reviewed the information included in your letter and that
which was provided in the public meeting held in Rockviile on June 16, 1994,
and has found the restructuring to be acceptable. The findings of our
antitrust review and financial analysis included in the evaluation provide the
basis for our approval of the grganizatfonal and financial changes to

 Pennsylvania Power & Light Company under the provisions of 10 CFR 50.80. ;
Accordingly, the Comnission hereby consents to the proposed vestructuring of
Pennsylvania Power & Light Company. P ;

1f you have any questions regarding the staff’s evaluation, please contact me
3t {301) 504-1402. o el ;

Sincerely,

1.9 ‘.\\'. 4

Athester Poslasny, Project Manager .
Project Directorate [-2 S
Division of Reactor Projects - 1/11
, , Office of Nuclear Reactor Regulation
Docket Hos: 50-387/388 | s |
Enclosure: As stated fg

e wjencl: See next ”?9"‘ ~ QOCUME!%
FOLDER

o M, UG

<oy LN




- UNITEDSTATES
NUGCLEAR REGULATORY COMMISSION

WASHINGTON, B.C. 208660001

1.0 INTRODUCTION

- On July 25, 1994, Pennsylvania Power & Light Company (PPEL), pursuant to 10
CFR 50.80, submitted to the Nuclear Regulatory Commission a letter describing
a plan to implement a corporate restructuring to result in the creation of a
new holding company, PP&L Resources, Inc. (Resources). The overali objective
 to the change is to improve PPEL'S competitive position in the energy market
" and to increase the company’s flexibility in its unreguiated energy :
~activitiss. Currently, PPEL is a co-mwner, operator and holder of the NRC
operating licenses for the Susquehanna Steam Electric Station Units 1 and 2
. (Enclosure 1). After implementation of the proposed restructuring, Resources
will be the owner of the outstanding common stock of PPaL and will also
indirectly own, through its ownership of PPSL, the license for the nuclear
units. However, PPAL will still be the licensee of record for these plants
{Enclosure 2). “Approval for the restructuring is being sought from the
- Pennsylvania Public ytility Commission, the Securities and Exchange
 Commission, the Federal Energy Regulatory Commission, and the Nuclear
 Regulatory Commission. ~

“The corporate restructuring outlined by PPAL in its amendment request dated
July 25, 1954, does not appear to present any opportunity for the new owner of
*he Susquehanna Steam Electric Station {Susquehanna) to exert any undue market
power over other power systems in the geographic area servad by the ;
Susquehanna facility. The new owner will be a holding company owned and

~_controlled by the existing PPEL sharcholders. PP&L stated in its July 25,
1994 letter, that o , S o :

© *At the time the restructuring becomes affective, Resources, &
Pennsylvania corporation, will become the sole holder of PPEL'S
common stock, and the current nolders of PPAL’s common stock will
. pecome holders of the common stock of Resources on a .
 share-for-share basis. Therefere, jmmediately following the
" pestruciuring, the common stock of Resources will be mwmned by the
~ previous_holders of PPl *s common stock in the same proportions in
which they held PPiL's common stock.” ' : :
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Therefore, the staff finds that the restructuring, as.prbposed. will not
 materially affect the operation or control of Susquehanna nor the bulk power
services market(s) served by the Susquehanna facility. , |

‘The submittal states that the propesed restructuring will not reduce the funds
~available for PPAL to carry out activitias under its operating licenses for
its two nuclear plants. Specifically , the utility operations of PPLL will
vemain the primary source of revenue for PPEL and will constitute the majority
of Resources’ earning power. The Federal Energy Regulatory Commission will
_still regulate PPAL*s wholesale electric rates, and the Pennsylvania Public
Utility Commission will also maintain jurisdiction over the licensee’s retail
electric rates. In addition, the submitta) states that the restructuring and
any investments made by the new holding company in non-regulated activities
*will not affect the ability to meet future capital requirements® for the
Susquehanna units. It further states that "no change in the amount of
revenues or the ability to obtain the funds necessary to operate Susquehanna

will result from the restructuring.”

Based on the above information and discussions with the Yicensee, the staff
finds that there will be no change in the amount of revenues, the source of
funds, or PPAL's ability to obtain funds necessary to operate and decommission
its nuclear plants as a result of the proposed restructuring. '

4.0 MANAGEMENT OF PPRL UTILITY QPERATIONS

P?&L(st;téd in its application that the proposed restructuring will not change

‘any responsibility for nuclear operations within PPAL and that holding company

 officer responsibilities will be primarily administrative and financial with
‘no direct effect on the wanagement of the Susquehannz units or PPaL. The
staff therefore concludes that there will be no wanagement or organizational
changes as a result of the restructuring uith;regarq‘to;raspansibi]ity,and
~operation of the Susquehanna site, and that the Senior Vice President Nuclear
and his subordinate managers wiil vetain the responsibility of the nuciear
 operations of the site. Based on the continuity of management described
~ above, the staff finds that the propused restructuring will not adversely
affect the management of PPEL's nuclear plants. - 5

v,5;64,’v‘ % OWNERSHIP, ONTROL. OR DOMINATIOR |
* The licensee indicated in its submittal that after restructuring is o
 {implemented, Resources, a Peansylvania corporation, will be the sole holder of
PPAL’s common stock, and the present holders of PPAL’s common stock will

' . become the holders of Rescurce’s common stock on a share-for-share basis.

Thus, previous holders of PPAL common stock will own Resources common stock in
the same proportion as PPEL cosson stock was held. Currently, only
.36 percent of the total outstanding shares of PP&L ars held in foreign
accounts. o SRR o
 Based on the above discussion, the staff finds that the proposed restructuring
© will not result in PPEL being owned, controlled, or-dominated by forefgn
 interests. ; , o - AR



PPEL s the operator and 90 percent owner of the two-unit Susqueharna nuclear
station. PP&L earned net income of over $348 million on operating revenues of
approximately $2.7 billion in 1993. PPEL achieved similar results in 1992 and
1891, PP&L’s common stockholder equity exceeded $2.4 bilifon. This
represented approximately 42.4 percent of total capitalization as compared to
48.7 percent capitalization from long-term debt. Such a capitalization ratio
indicates reasonable financial health in.that PP&L is not ebligated to make
overiy burdensome interest payments on its debt. Similarly, PPiL’s “times-
interest-earned” ratio is a healthy 3.5, which indicates that it has an
adequate cushion of pre-tax earnings to pay interest obligations. PPLL had
total plant assets net of depreciation in 1993 of nearly $7 billion. PP&L’s
latest rating in Yalye Line (June 17, 1994, p.187) indicates healthy "B++"
financial strength. Similarly, the most recent rating by Moody’s in its

Public Utility MNew ‘ (Rpril 12, 1954) of PPAL’s long-term bonds was
*A2", which is a good rating indicating sound investment quality and
protection for long-term bond fnvestors. In summary, PPAL is financially
sound. The proposed restructuring should not adversely affect PPaL’s
financial health, but rather shouid improve PPil’s ability to maintain its
financial health in an increasingly competitive environment.

In its application to the NRC dated July 25, 1994, PP&L has indicated its
comitment to “inform the Director, NRR, 60 days prior to a transfer
{excluding grants of security interests or liens) from PP&L to [PP&L]
Resources of facilities for the production, transmissien or distribution of
electric energy having a depreciated book value exceeding one percent (1%) of
PP&L's consolidated net utility plant, as recorded on PPLL’s books of
account.” The staff believes this commitment, together with PP&L’s recent and
projected strong financial performance, provides reasonable assurance that
PPEL will continue to maintain adequate resources to operate and decommission
its Susquehanna facility safely. Therefore, the staff concludes that PP&L’s
proposed restructuring will rot adversely affect its financial qualifications
with respect to the Susquehanna facility.

7.0 CONCLUSIE

Based on the above determinations, the staff concludes:

1. that,the proposed action will not affect the qualifications of PPAL
~as the holder of the licenses for Snsquehanna‘Steam Electric Station

Units 1 and 2 and;

2. that the proposed action is otherwise coﬁsistent uith the applicable

provisions of the iaw, regulations, and other requirements issued by
the Commission pursuant thereto.
Principal Contributors: W. Lambe
R. Wood
C. Poslusny

Date:  December 29, 1994

:
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| RECEIVED
PENNSYLVANIA POWER & LIGHT COMPANY
AMENDED AND RESTATED ARTICLES OF INCORPORATION JAN 09 148%

' , SUBLIC UTILITY COMMISSION
ARTICLE I. The name of the Corporation is SECRETADY BUREAL
 PENNSYLVANIA POWER & LIGHT COMPANY o

ARTICLE II. The location and post office address of the

- registered office of the Corporation in this Commonwealth is

- Two North Ninth Street
Allentown, Pennsylvania 18101

ARTICLE III. The purpose or purposes for which the Corporation
is incorporated under the Business Corporation Law of the
Commonwealth of Pennsylvania are to engage in, and do any lawful

-act concerning, any or all lawful business for which a .

corporation may be incorporated under said Business Corporation

- Law, including but not limited to:

1. The supply of light, heat or power to the public by
means of electricity or by any other means.

: 2. The production, generation, manufacture, transmission,
storage, distribution or furnishing of artificial or natural gas,
electricity or steam or air conditioning or refrigerating
services, or any combination thereof to or for the public.

3. The diverting, pumping or impounding of water for the

development or furnishing of hydroelectric power to or for the ;

4. The transportation of artificial or natural gas,

electricity, petroleum or petroleum products or water or any

,,,,,

combination of such substances for the public.

( 5. The diverting, developing, pumping, impounding,
distributing or furnishing of water from either surface or

- subsurface sources to or for the public.

6. Manufacturing, processing, owning, using aand dealing in
Personal property of every class and description, engaging in
research and development, the furnishing of services, and
acquiring, owning, using and disposing of real property of every

- hature whatsoever.

- BARTICLE IV. The term for which the Corporation is to exist is
~ perpetual. : :

ARTICLE V. The aggregate number of shares which the Corporation

shall have authority to issue is 185,629,936 shares, divided into
629,936 shares of 44% Preferred Stock, par value $100 per share;

B74100\0109\00576\9477PRET .ART
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10;000;000 shares of Series Preferred Stock, par value $100 per

“share; 5,000,000 shares of Preference Stock, without nominal or

par value; and 170,000,000 shares of Common Stock, without

,,nominal‘or par value.

ABTICLE vI. ' The designations, preferences, qualifications, _
limitations, restrictions, and the special or relative rights in

‘respect of the shares of each class shall be as follows:

Division A--4%% PREFERRED STOCK

Section 1. Dividend Rate. The 4% Preferred Stock shall be
entitled to dividends, as provided in Division C, at the rate of
four and one-Half percent (4%%) per annum, such dividends to be

cumulative from the date of issuance thereof.

 gsection 2. Restrictioms on Certain Corporate Action. (A) Upon

the vote of a majority of all the Directors of the Corporation

and of a majority of the total number of shares of stock then

isstied and outstanding and entitled to vote, the Corporatiocn may

 from time to time create or authorize one or more other classes
- of stock with such designations, rights, privileges, limitations,
preferences, voting powers, prohibitions, restrictions or

qualifications of the voting and other rights and powers and
torms as to redemption as may be determined by said vote, which
may be the same or different from the designations, rights,

" privileges, limitations, preferences, voting powers,

IS

prohibitions, restrictions or qualifications of the classes of
stock of the Corporation then authorized; provided, however, that

" no new c¢lass of stock shall hereafter be created or authorized

which is entitled to dividends or shares in distribution of
assets on a parity with or in priority to the 4¥% Preferred
Stock, nor shall there be created or authorized any securities
convertible imto shares of any such stock, unless the holders of

© record of not less than two-thirds of the number of shares of 44%

Preferred Stock then outstanding shall consent thereto in writing
or by woting therefor in person or by proxy at the meeting of

. shareholders at which the creation or authorization of such new
class of stock or such convertible securities is considered. Any
' such vote may authorize any shares of any class then authorized
but unissued to be issued as shares of such new class oOr classes.

(B) The expresséa‘riqhts; privileges, terms and conditions

of the 41% Preferred -Stock then outstanding shall not be amended,

altered, changed or repealed in a manner substantially
prejudicial to the holders thereof unless the holders of record
of not less than two-thirds of the number of shares of the 44%
‘pPreferred Stock then outstanding shall consent thereto in writing
or by voting therefor in person or by proxy at the mesting of

- sharsholders at which such amendment, alteration, change OT

~repeal is considered.

074100\0109\00576\947TTERET . ARY




(C) So long as any shares of the 4K% Preferred Stock are
outstanding, the Corporation shall not, without the consent

{(given by vote at a meeting held pursuant to notice containing a

statement of such purpose) of the holders of a majority of the
total number of shares of the 4¥% Preferred Stoek then

outstanding:

(1) ZIncrease in Authorized 4%% Preferred Stock.
Increase the total authorized amount of the 4}4% Preferred
Stock; or

(2) Mexger or Consolidation. Merge or consolidate
with or into any other c¢orporation or corporations, unless
such merger or c¢onsolidation (or the exchange, issuance or
assumptlon of all securities to be issued or assumed in
connection with any such merger or consolidation) shall have
been ordered, approved or permltted by the Securities and
Exchange Commission under the provisions of the Public
Utility Holding Company Act of 1935 or by any successor
commisgion or other regulatory-authorlty of the United
States of America having jurisdiction over the exchange,
igsuance or assumption of securities in connection with such
meérger or consolidation; provided that such consent shall
not apply to a purchase or other acquisition by the
Corporation of property or assets of another corporation in
any manner which does not involve a merger or consolidation;
and provided further that such consent of the holders of the
41%4% Preferred Stock shall not be required if the net plant
on the books of the company to be merged or consolidated
shall amount to less than 2% of the then capitalization of
the Corporation, including surplus; or

(3) Issuance of Senior Stock in Absence of
Satisfaction of Certain Farnings Reguirements. Issue any
share of Senlor Stock (the term "Senior Stock" whenever used
in this Article VI shall include the 4%% Preferred Stock,
the Series Preferred Stock and any other class of stock
ranking prior to or on a parity with the 4%% Preferred Stock
and the Series Preferred Stock as to the payment of
dividends or distribution of assets) in addition to the
shares of Senior Stock then outstanding, even though such
stock has been authorized pursuant to the prov1510ns of
Section 2(a) of this Division A and the provisions of
Section 2(a) of Division B; provided, however, that such
consent -of the-holders of the 4%% Preferred -Stock shall not
be required for the issuance of such stock if the net income

- of the Corporation determined after provisions for

- depreciation and all taxes, and in accordance with generally
accepted accounting practlces, for a period of twelve '
consecutive calendar months within the fifteen calendar

months immediately precedlnq the issuance, sale or
‘disposition of such stock is at least egual to twice the
annual dividend requirements on all outstanding shares of
the Senior Stock, including the shares proposed to be

- 974100\0109\00576\94 TTERET. ARD
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issued, and if the gross income of the Corporatiocin for said
period, determined in accordance with generally accepted
accountlng‘practlces (but in any event after deducting the
amount for said period ¢harged by the Corporation on itsg
books to depreciation expense and all taxes) to be available
for the payment of lnterest shall have been at least one -and
one ~Half times the sum of :

; (a)‘ the annual interest charges ofn all 1nterest»
bearing indebtedness of the Corporation; and

(b) the annual dividend requirements on all
outstanding shares of the Senior Stock, 1nc1udlng the
shares proposed to be issued. ;

There shall be excluded from the foregoing computation,
interest charges on all indebtedness and dividends on all
stock which are to be retired in connection with the issue
of such additional shares of Senior Stock. Where suchk

‘additional shares of Senior Stock are to be issued in

connection with the aceauisition of new property, the net
earnings of the property to be sc acqulred may be included
on a pro forma basis in the foregolng computation, computed

on the same ba51s as the net earnings of the Corporatlon, or

~§4) Issuance of Unsecure& Indebtedness in Excess of
Certain Limitations. Issue any unsecured notes, debentures

or other securities representing unsecured indebtedness, or

assume any such unsecured securities, for purpOSes cther
than:

(a) the refunding of outstandlng unsecured
sécurities, theretofore lssued or assumed by the -
: Corporatlon, ;
" {b) the reacqu151tlon, redemptlcn or other
roetirement of any indebtedness, if such reacdquisition,
~ red.mptlon or other retirement has been authorized by
the Securities and Exchange Commissicn under the

provmslons of the Public Utility Holding Company Act of

1935 or by any successor commission or other regulatory
authority of the United States of America having
, jurzsdlctmon over the reacquisition, redemption or
other retlrement of such indebtedness, or

(c) the reacquisition, redemptmon or cher :
retirement of any or all of the outstanding shares of
the 4% Preferred Stock:; : ,

if, lmmedmately after such issue or assumptlon, the total
prlnczpai amount of all unsecured securities then :

V'cutsbandlng would exceed twenty per centum (20%) of

: ﬁ?diﬁﬁ\ﬁlb&\bﬁﬁ?6\94&7‘7{-‘}\5‘1 SART
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(1) the total principal amount of all bonds or
other securities representing secured indebtedness
issued or assumed by the Corporation and then to be
outstandlng, and

(11) the capital and surplus of the cgrporatlon as
then to be stated on the books of account of the
Corporatlon, or

(5) Issuance of 4%% Preferred Stock in Absence of

satisfaction of Certain Capltal Regglrements. Issue any

‘shares of the 44% Preferred Stock, in addition to the then
cutstandlng shares of the 4% Preferred Stock, unless at the
time of the issuance thereof the amount of the capital of
the Corporation applicable to the Common Stock shall exceed
$25,007,520 {(exclusive of any common capital arising ~
subsequent to the date of establishment of said amount in
the Common Stock capltal ‘account from the trarsfer of earned
surplus or payment of stock dividends payvable in Common
Stock) by an amount egqual to the sum of the par value of the
prOQOSed issue of such additional 4%% Preferred Stock and
the par value of any shares of 4%% pPreferred Stock
theretofore issued.

Division B--SERIES PREFERRED STOCK

gection 1. Division intg Series. (a) All shareS‘df Series

‘Preferred Stock shall be identical except that the dividend rate,

the amount to which such shares shall be entitled upon redemption
and upon 11qu1&at10n, the sinking fund, if any, as well as the

- provisions, if any, thh‘respect to convertibility may vary

between different series. The Series Preferred Stock may be
divided into, an&,lssuad,from tine to time, in one Or more
series, each of such series to nave such distinctive designation,
texms, relative rights, privileges, llmltatlons, preferences and
voting powers and such prohibitions, restrictions, and

‘qua11f1Cat10ns of the voting and other rlghts and powers asg are

fivked and determined in this Arylcle>VI or in a resolution or

resolutions providing for the 1ssue of such series adopted by the
, Bcard of Directors as provided 1n this Division B. : , ,

(B) Authorxty is hereby expressly granted to the Board aﬁ

 Directors to establish one or more series of Series Preferred

Stock and with respect to each series. to fix and determine by
resolutlcn or resolutlons provmdlnq for the 1ssue of such series:

(1) the number of shares to constitute such series and
the distinctive designation thereof to dmstlngulsh the
shares thereof fromﬂthe.shares of all other series and
classes,
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(2) the dividend rate on the shares of such series,
and the date or dates from which d1v1dends shall be
cunulative;

(3) the amount to which shares of such series shall be
entitled upon redemption;

(4) the amount to which shares of such series shall be
entitled upon ligquidation:

,(5) the amount of‘the sinking fund, if any;/for the
purchase or redemption of shares of such series; and

(6) the terms and conditions, if any, upon which the
shares of such series may be converted into other securities
6f the Corxrporation.

Section 2. Restrictions on Certain Corporate Action. (A) Upon
the vote of a majorlty of all of the Directors of the Corporation
and of a majority of the total number of shares of stock then
issued and outstandlng and entitled to vote, the Corporation may
from,tlme to time create or authorize one or more classes of
stock in addition to the Series Preferred Stock, the 4¥%
Preferred Stock, the Preference Stock and the Common Stock, with
such designations, rlgnts, pr1v1leges, limitations, preferences,
Yoting powers, prohibitions, restrictions or qualifications of
the voting and other rights and powers and terms as to redemption
as may be determined by said vote, which may be the same or
different from the designations, rights, prxvxleges, limitations,
preferences, voting powers, prohibitions, restrictions or
qualifications of the classes of stock of the Corporation then
authorized; provided, however, that no new class of stock shall
hereafter be created or authorized which is entitled to dividends
or shares in distribution of assets on a parity with or in
priority to tHe Series Preferred Stock, nor shall there be

- created or authorized any securities convertible inte shares of

any siuch stock, unless the holders of record of not less than

U two-thirds of the number of shares of the Series Preferred Stock

and the 4%% Preferred Stock then outstanding (consenting or
voting as a single class separate from the holders of the

- Preference Stock and the Common Stock) shall consent thereto in
—ertlng or by wvoting therefor in person or by proxy at the

meeting of shareholders at which the creation or authorization of
such new class of stock or such convertible securities is
considered. -Any such wvoete wmay -authorize -any shares of any class
then authorized but unissued to be issued as shares of such new
class or classes. :

(B) So 1ong as any shares of the Series Preferred Stock are
outstanding, the COrporatlon shall not, without the consent
(given by vote at a meeting held pursuant to notice containing a
statement of such purpose) of the holders of a majority of the
total number 6f shares of the Series Preferred Stock and the 41%

Preferred Stock then outstanding (voting as a single class
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separate from the holders of the Common Stock and the holders of
-any series of Preference Stock with voting rights):

(1) Increase to Authorized Series Preferred Stock.
Increase the total authorized amount of the Series Preferred
Stock; or

~{2) Merger or Consolidation. Merge or consolidate
with or into any other corporation or corporations, unless
such merger or consolidation (or the exchange, issuance or
assumption of all securities to be issued or assumed in
connection with any such merger or consolidation) shall have
been ordered, approved or permitted by the Securities and
Exchange Commission under the provisions of the Publie
Utility Holding Company Act of 1935 or by any successor
commission or other regulatory authority of the United
States of America having jurisdiction over the exchange,
issuance or assumption of securities in comnection with such
merger or consolidation; previded that such consent shall
- not apply to a purchase or other acquisition by the
~ Corporation of property or assets of another corporation in
any manner which does not involve a merger or consolidation;
and provided further that such consent of the holders of the
Series Preferred Stock and the 414% Preferred Stock shall not
be required if the net plant on the books of the company to
be merged or consolidated shall amount to less than 2% of
the then capitalization of the Corporation, inecluding
surplus; or ‘

(3) Issuance of Senior Stock in Absence of
Satisfaction of Certain Earnings Requirements. Issue any
shares of the Senior Stock, in addition to the shares of
Senior Stock, then outstanding, even though such stock has
been authorized pursuant to the provisions of Section 2(a)
‘of Divisiton A and the provisions of Section 2(A) of this
Division B; provided, however, that such consent of the
Series Preferred Stock and the 4%% Preferred Stock shall not
be required for the issuance of such stock if the net income
of the Corporation, determined after provisions for
depreciation and all taxes, and in accordance with generally
accepted accounting practices for a period of twelve
consecutive calendar months within the fifteen calendar

‘months immediately preceding the issuance, sale or
disposition of such stock is at least equal to twice the
‘annual dividend requirements -on -all -outstanding shares of
the Senior Stock, including the shares proposed to be :
issued, and if the gross income of the Corporation for said
period, determined in accordance with generally accepted
accounting practices (but in any event after deducting the
amount for said period charged by the Corporation on its
books to depreciation expense and all taxes) to be available
for the payment of interest shall have been at least ome and
one-half times the sum of: :
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(a) the annual interest charges on all interest-
bearing indebtedness of the Corporation; and

(b) the annual dividend requirements on all
outstanding shares of the Senior Stock, including the
shares proposed to be issued.

Thera shall be excluded, from the foregoing computation,

interest charges on all indebtedness and dividends on all

. stock which are to be retired in connection with the issue

of such additional shares of Senior Stock. Where such
additional shares of Senior Stock are to be issued in

connection with the acquisition of new property, the net

earnings of the,propegty‘to‘be;so acquired may be included
on a pro forma basis in the foregoing computation, computed
on the same basis as the net earnings of the Corporation; or

{(4) Issuance of Unsecured Indebtedness in Excess of
Certain Timitations. Issue any unsecured notes, debentures
or other securities representing unsecured indebtedness or
assume any such unsecured securities, for purposes other
than: :

(a) the refunding of outstanding unsecured
securities, theretofore issued or assumed by the -
Corporation, -

(b) the reacquisition, redemption or other
retirement of any indebtedness, if such reacquisition,
redemption or other retirement has been authorized by
the Securities and Exchange Commission under the

provisions of the Public Utility Holding Company Act of
1935 or by any successor commission or other regulatory
authority of the United States of America having
jurjisdiction over the reacquisition, redemption or
other retirement of such indebtedness, or

(¢} the reacquisition, redemption or other
retirement of any or all of the outstanding shares of
the Series Preferred Stock or the 4%% Preferred Stock;

if inmediately after such issue or assumption, the total
principal amount of all unsecured securities then
outstanding would exceed twenty per centum (20%) of:

i) the total principal amount of all bonds oxr
. other securities representing secured indebtedness
issued or assumed by the Corporation and then to be
outstanding, and , :
(ii) the capital and surplus of the Corporation as
then to be stated on the books of account of the
Corporation.
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(¢) The provisions of this Section 2 of this Division B
requiring the approval of a specified percentage of the holders
of the Series Preferred Stock and the 44% Preferred Stock voting
or consenting as a c¢lass shall be construed as in addition to and
not in substitution for, any provisions of Division A of this
Article VI requiring the approval of the holders of a specified
percentage of the 44% Preferred Stock.

{D) The expressed rights, privileges, terms and conditions
of the Series Preferred Stock them outstanding, insofar as they
‘are set forth in the foregoing subsections of this Section 2
shall not be amended, altered, changed or repealed in a manner
substantially prejudicial to the holders thereof unless (1) the
holders of record of not less than two-thirds of the number of
shares of the Series Preferred Stock and the 4%% Preferred Stock
then outstanding (consenting or voting as a single class separate
from the holders of the Preference Stock and the Common Stock)
shall consent thereto in writing or by voting therefor in person
or by proxy at the meeting of shareholders at which such
amendment, alteration, change or repeal is comsidered, and (2)
<the expressed rights, privileges, terms and conditions of the 44%
Preferred Stock, are, at the same time, similarly amended, ,
altered, changed or repealed. The expressed rights, privileges,
terms and conditions of the Series Preferred Stock then
outstanding, other than those set forth in the foregoing
subsections of this Section 2, shall not be amended, altered,
changed or repealed in a manher substantially prejudicial to the

 holders thereof unless the holders of record of not less than
two-thirds of the number of shares of the Series Preferred Stock
then outstanding shall consent thereto in writing or by voting
therefor in person or by proxy at the meeting of shareholders at
which such amendment, alteration, change or repeal is considered.

Section 3. Variations Among Series of Series Preferred Stock.
(A) 4.60% Series Preferred Stock. The terms of the "4.60% Series
Preferred Stock," in the respects in which the shares of such
series may vary from shares of other series of the Series

preferred sStock shall be as follows: the dividend rate shall be

4.60% per annum, and dividends on each share of such series shall
be cumulative from the date or dates of initial issue of shares
of such series: the redemption price shall be $103 per share at
any time; $103 per share shall be payable upon any voluntary
liquidation, dissolution or winding up of the Corporation and

 $100 per share shall be payable upon any involuntary liguidation,
dissolution or winding.up-of the Corporation. The .number of
shares of this series authorized is 63,000 shares.

(B) 4.40% Series Preferred Stock. The terms of the "4.40%
Series Preferred Stock" in the respects in which the shares of
such series may vary from shares of other series of the Series
preferred Stock shall be as follows: the dividend rate shall be
4.40% per annum, and dividends on each share of such series shall
be cumulative from the date or dates of the initial issue of
~ shares of such series; the redemption price shall be $102 per
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~ share at any time; $102 per share shall be payable upon any

voluntary liquidation, dissolution or winding up of the

‘Corporation and $100 per share shall be payable upon any

involuntary liquidation, dissolution or winding up of the
Corporation. The number of shares of this series authorized is
229,214 shares.

(¢) 3.35% Series Preferred Stock. The terms of the "3.35%
Series preferred Stock" in the respects in which the shares of
such series may vary from shares of other series of the Series
Preferred Stock shall be as follows: the dividend rate shall be
3.35% per annum and dividends on each share of such Series shall

pe cumulative from the date or dates of the imitial issue of

shares of such series; the redemption price shall be $103.50 per
ghare at any time; $103.50 per share shall be payable upon any
voluntary liquidation, dissolution or winding up of the
Corporation and $100 per share shall be payable upon any
jinvoluntary liquidation, dissolution or winding up of the ,
Corporation. The number of shares of this series authorized is
53,248 shares.

- (D) 6.75% Series preferred Stock. The terms of the "6.75%
Series Preferred Stock" in the respects in which the shares of
such series may vary from shares of other series of the Series

Preferred Stock shall be as follows:

\ {1) ‘The dividend rate shall be 6.75% per annum and
dividends on each share of such Series shall be cumulative from
the date or dates of the initial issue of shares of such series;

{2) Shares of this Series are not redeemable prior to
October 1, 2003. On an after October 1, 2003, the Corporation
may. by resolution of the Board of Directors or the Executive
Committee of the Board of Directors, redeem all, or from time to
time, any parf of the outstanding shares of this Series, at the
following redemption prices per share:

If Redeemed

During

Twelve

‘Month )

Period Ending Redemption
Béptember 30 Prices
2004 & . 4 oa v e ow e A m e 103.38%
2005 . o s v s e e e e e 103.04
2006 & .« < v e 4 s w4 ae s 102.70Q
2007 S . - - ‘» & rs Y » . Y - 102-36 |
2008 . .. v 0 e s e e e e 102.03
2009 . 0 s e s ow v s a s 101.69
2010 » - - LY - - . - .. » - - 101.35
2011 & . . PO * B . S - » - - 101.01
2002 . o L s e e e e e e 100.68
2013 & 0w & & a 2 * > w W -

100.34
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‘Preferred Stock shall be as follows:

~outstanding shares of the 44% Preferred Stock and the Series

for a sinking fund for the retirement of this Series (the "6.125%

remaining shares of this Series. The Corporation’s obligation to
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and thereafter at $100.00 per share. Any shares
of this Series which are redeemed, repurchased or
otherwise reacquired by the Corporation shall,
“until further action by the Board of Directors or
the Executive Committee of the Board of Directors,
have the status of authorized and unissued shares
of Series Preferred Stock, without designation as
to series. ‘ '

(3) $100.00 per share shall be payable upon any voluntary
or involuntary liquidation, dissolution or winding up of the

Corporation. The shares of this Series shall not be convertible

into shares of any other class or classes or into any other

securities of the Corporation. The number of shares of this

series authorized is 850,000 shares.

~(BE) 6.125% Series Preferred Stock. The terms of the
"6.125% Preferred Stock” in the respects in which the shares of
suchi series may vary from shares of other series 6f the Series

(1) The dividend rate shall be 6.125% per share per annum
and dividends on each share of such Series shall be cumulative
from the date or dates of the initial issue of shares of such
Series;

(2) ~So long as any shares of this Series remain
outstanding, the Corporation, after full dividends on ali
Preferred Stock, including this Series, for all past dividend
periods shall have been paid or set aside, shall redeem as and

Sinking Fund"), out of funds legally available therefor, (i)
annually on October 1 in each of the years 2003 through 2007,
57,500 shares,of this Series, and (ii) on October 1, 2008, the

make redemptions for the 6.125% Sinking Fund on any such October
1 as provided in this subparagraph (2) (such obligations on each
such date being herein called the "6.125% Sinking Fund
Obligation") shall be cumulative so that if on any such October 1
the funds of the Corporation legally available for the 6.125%
Sinking Fund shall be insufficient to permit the Corporation to
discharge its 6.125% Sinking Fund Obligation on such date, or if
for any other reason such 6.125% Sinking Fund Obligation shall
not have been discharged in full on such date, then such 6.125%
Sinking Fund Obligation, to the extent not discharged, shall
become an additional 6.125% Sinking Fund Obligation for each
succeeding October 1 until fully discharged. The price at which
shares of this Series shall be called for redemption through the
6.125% Sinking Fund shall be $100 per share, plus an amount equal
to accumulated and unpaid dividends to the date of such
redemption computed as provided in Section 5 of Division C of
Article VI of these Amended and Restated Articles of )
Incorporation. The Corporation’s 6.125% Sinking Fund Obligation
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~ October 1, 2003. On and after October 1, 2003, the Corporation

_per share. Any shares of this Series which are redeemed,

~authorized and unissued shares of Series Preferred Stock, without

’ Preferred Stogk shall be as follows:

and dividends on each share of such Series shall be cumulative

_been paid or set aside, shall redeem as and for a sinking fund

- each of the years 2003 through 2007, 50,000 shares of this
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may be discharged, in whole or part, by the application of any
shares of this Series purchased or otherwise acquired by the
Corporation on or before such date. If the Corporation shall for

any reason fail to discharge in full its 6.125% Sinking Fund

Obligation on any such October 1, the Corporation shall not
thereafter, unless and until such €.125% Sinking Fund Obligation
and its 6.125% Sinking Fund Obligation for each and every prior
October 1 shall have been discharged in full, declare or pay any
dividend on, or make any other distribution of property with
respect to; or purchase or otherwise acquire, any of its Common

(3) shares of this Series are not redeemable prior to

may, by resolution of the Board of Directors or the Executive

Committee of the Board of Directors, redeem all, or from time to

time, any part of the outstanding shares of this Series at $100

repurchased or otherwise reacquired by the Corporation shall,
until further action by the Board of Directors or the Executive
Committee of the Board of Directors, have the status of :

designation as to series.

(4) $100.00 per share shall be payable upon any voluntary
or involuntary liquidation, dissolution or winding up of the
Corporation. The shares of this Series shall not be convertible
into shares of any other class or c¢lasses or into any other
securities of the Corporation. The number of shares of this
series authorized is 1,150,000 shares.

, (8) £.33% Series Preferred Stock. The terms of the "6.33%
Preferred Stock" in the respects in which the shares of such
series may vary from shares of other series of the Series

(1) The dividend rate shall be 6.33% per share per annum

from the date or dates of the initial issue of shares of such
Series;

(2) so long as any shares of this Series remain outstanding,
the Corporation, after full dividends on all outstanding shares
of the 44% Preferred Stock and the Series Preferred Stock,
including this Series, for all past dividend periods shall have

for the retirement of this Series (the "6.33% Sinking Fund"), out
of funds legally available therefor, (i) annually on July 1 in

Series, and (ii) on July 1, 2008, the remaining shares of this
Series. The Corporation’s obligation to make redemptions for the
6.33% Sinking Fund on any such July 1 as provided in this ‘
subparagraph (2) (such obligations on each such date being herein
called the "6.33% Sinking Fund Obligation") shall be cumulative
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s6 that if on any such July 1 the funds of the Corporation
legally available for the 6.33% Sinking Fund shall be
insufficient to permit the Corporation to discharge its 6.33%
Sinking Fund obligation on such date, or if for any other reason
such 6.33% Sinking Fund Obligation shall not have been discharged
in full on such date, then such 6.33% Sinking Fund Obligation, to
the extent not discharged, shall become an additional 6.33%
Sinking Fund Obligation for each succeeding July 1 until fully
discharged. The price at which shares of this Series shall be

called for redemption through the 6.33% Sinking Fund shall be
- $100 per share, plus an amount equal to accumulated and unpaid

dividends to the date of such redemption computed as provided in

- Section 5 of Division C of Article VI of these Amended and

Restated Articles of Incorporation. The Corporation’s 6.33%
Sinking Fund Obligation may be discharged, in whole or part, by

-the application of any shares of this Series purchased or

otherwise acquired by the Corporation on or before such date. If
the Corporation shall for any reason fail to discharge in full
its 6.33% Sinking Fund Obligation on any such July 1, the
Corporation shall not thereafter, unless and until such 6.33%
Sinking Fund Obligation and its 6.33% Sinking Fund Obligation for

~each and every prior July 1 shall have been discharged in full,
declare or pay any dividend on, or make any other distribution of

property with respect to, or purchase or otherwise acquire, any
of its Common Stock. ~

(3) Shares of this Series are not redeemable prior to

October 1, 2003. On and after October 1, 2003, the Corporation
may, by resolution of the Board of Directors or the Executive

Committee of the Board of Directors, redeem all, or from time to
time, any part of the outstanding shares of this Series at $100
per share. Any shares of this Series which are redeemed,
repurchased or otherwise reacquired by the Corporation shall,
until further action by the Board of Directors or the Executive

- Committee of the Board of Directors, have the status of

authorized and unissued shares of Series Preferred Stock, without
designation as to series.

(4) $100.00 per share shall be payable upon any voluntary

or involuntary liquidation, dissolution or winding up of the

Corporation. The shares of this Series shall not be convertible
into shares of any other class or classes or into any other '
securities of the Corporation. The number of shares of this
series authorized is 1,000,000 shares. ;

(G) 5.95% Series Preferred Stock. The terms of the "5.95%

Preferred Stock" in the respects in which the shares of such
series may vary from shares of other series of the Series

- Preferred Stock shall be ag follows:

(1) rThe dividend rate shall be 5.95% per share per annum
and dividends on each share of such Series shall be cumulative
from the date or dates of the initial issue of shares of such
Series; : :
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(2) The Corporation, after full dividends on all
outstanding shares of the 4¥% Preferred Stock and the Series
Preferred Stock including this series, for all past dividend
periods shall have been paid or set aside, shall redeem as and
for a sinking fund for the retirement of this Series (the "5.95%
Sinking Fund"), out of funds legally available therefor, on April
1, 2001, all of the outstanding shares of this Series. If on
April 1, 2001, the required number of shares shall not be
redeemed because of the lack of legally available funds, or for
any other reason, the amount required to be redeemed shall be

carried forward until such obligation is fully discharged. The

price at which shares of this Series shall be called for
redemption through the 5.95% Sinking Fund shall be $100 per
share, plus an amount equal to accumulated and unpaid dividends
to the date of such redemption computed as provided in Section 5
of Division C of Article VI of these Amended and Restated
Articles of Incorporation. If the Corporation shall for any
reason fail to discharge in full its 5.95% Sinking Fund
obligation on April 1, 2001, the Corporation shall not
thereafter, unless and until such 5.95% Sinking Fund obligation
shall have been discharged‘in full, declare or pay any dividend
én, or make any other distrlbutlon of property with respect to,

or purchase or otherwise acquire, any of its Common Stock. Any
- shares of this Series which are redeemed, repurchased or

otherwise reacquired by the Corporation shall, until further
action by the Board of Directors or the Executive Committee of
the RBoard of Directors, have the status of authorized and
unissued shares of Series Preferred Stock, without designation as
to series.

(3) The amount per share for this Series payable to the
holders thereof upon any voluntary or involuntary ligquidation,
dissolution or winding up of the Corporation shall be $100. The
shares of this Series shall not be convertible into shares of any
other class or classes or into any other securities of the
Corporation. ~The number of shares of this Serles authorized is
300,000 shares.

() 6.05% Series Preferred Stock. The terms of the "6.05%
Preferred Stock" in the respects in which the shares of such
series may vary from shares of other series of the Series
Preferred Stock shall be as follows:

(1) The dividend rate shall be 6.05% per share per annum
and dividends on-each -share-of such -Series -shall be cumulative

 from the date ox dates of the initial issue of shares of such

Series;

(2) The Corporation, after full dividends on all
outstanding shares of the 4%% Preferred Stock and the Series

- preferred Stock, including this Series, for all past dividend

periods shall have been paid or set aside , Shall redeem as and
for a Sinking Fund for the retirement of this Series (the "6.05%
Sinking Fund®), out of funds legally available therefor, on April
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1, 2002, all of the outstanding shares of this Series. If on
April 1, 2002, the required number of shares shali not be
redeemed because of the lack of legally available funds, or for
any other reason, the amount required to be redeemed shall be
carried forward until such obligation is fully discharged. The
price at which shares of this Series shall be called for
redemption through the 6.05% Sinking Fund shall be $100 per
share, plus an amount equal to accumulated and unpaid dividends
to the date of such redemption computed as provided in.Section 5

Articles of Incorporation. If the Corporation shall for any
reason fail to discharge in full its 6.05% Sinking Fund
obligation on April 1, 2002, the Corporation shall not
thereafter, unless and until such 6.05% Sinking Fund obligation
shall have been discharged in full, declare or Pay any dividend
on, or make any other distribution of property with respect to,
or purchase or otherwise acquire, any of its Common Stock. Any

- shares of this Series which are redeemed, repurchased or
otherwise reacquired by the Corporation shall, until further
action by the Board of Directors or the Executive Committee of
the Board of Directors, have the status of authorized and

- unissued shares of Series Preferred Stock, without designation as
to series. ~ '

(3) The amount per share for this Series payable to the
holders thereof upon any voluntary or involuntary liquidation,
dissolution or winding up of the Corporation shall be $100.

The shares of this Series shall not be convertible into shares of

any other class or classes or into any other securities of the

Corporation. The aumber of shares of this Series authorized is
250,000 shares. ;

(I) 6.15% series Preferred Stock. The terms of the "6.15%
Preferred Stock" in the respects in which the shares of such
series may vagy from shares of other series of the Series

 Preferred Stock shall be as follows:

(1) The dividend rate shall be 6.15% per share per annum
and dividends on each share of such Series shall be cumulative
from the date or dates of the initial issue of shares of such
Series;

: (2) The Corporation, after full dividends on all outstanding
Shares of the 4%% Preferred Stock and the Series Preferred Stock,
including this-Series,<fcr’all=past—dividend-periods shall have
been paid or set aside, shall redeem as and for a2 sinking fund
for the retirement of this Series (the "6.15% Sinking Fund"), out

- of funds legally available therefor, on April 1, 2003, all of the
outstanding shares of this Series. TIf on April 1, 2003, the
required aumber of shares shall not be redeemed because of the
‘lack of legally available funds, or for any other reason, the
amount required to be redeemed shall be carried forward until
Such obligation is fully discharged. The price at which shares
of this Series shall be called for redemption through the 6.15%
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Sinking Fund shall be $100 per share, plus an amount equal to
accumulated and unpaid dividends to the date of such redemption
computed as provided in Section 5 of Division C of Article VI of
these Amended and Restated Articles of Incorporation. If the
Corporation shall for any reason fail to discharge in full its
6‘15%'Sinking\Fun& obligation on April 1, 2003, the Corporation
shall not thereafter, unless and until such 6.15% Sinking Fund
obligation shall have been discharged in full, declare or pay any
dividend on, or make any other distribution of property with
respect to, or purchase or otherwise acquire, any of its Common
Stock. Any shares of this Series which are redeemed, repurchased
. 6r otherwise reacquired by the Corporation shall, until further
action by the Board of birectors or the Executive Committee of
the Board of Directors, have the status of authorized and
 unissued shares of Series preferred Stock, without designation as
“to series. = .

~ (3) 'The amount per share for this Series payable to the
holders thereof upon any voluntary or involuntary liquidation,
‘dissolution or winding up of the Corporation shall be $100. The
 shares of this Series shall not be convertible into shares of any
other class or classes or into any other securities of the
Corporation. The number of shares of this Series authorized is
250,000 shares. :

() For the purposes of the foregoing paragraphs (a)
through (I), the terms ninvoluntary liquidation, digsolution or
winding up" shall include, without being limited to, &
liquidation, dissolution or winding up of the Corporation
resulting in the distribution of all of the net proceeds of a
sale, lease or conveyance of all or substantially all of the
property or business of the Corporation to any governmental body
including,‘withoutrlimitation, ahy municipal corporation or
political subdivision or authority. ,

pivision C~~PRDVISIONS‘APPLICABLE‘TO BOTH THE 43%%
PREFERRED STOCK AND THE SERIES PREFERRED STOCK

Section 1. General. The term wpreferred Stock" whenever used in
this Article VI, shall be deemed to include the 4%% preferred
Stock, the Series preferred Stock and any other class of stock
entitled to dividends on a parity with the 4¥%% preferred Stock
and Series Preferred Stock. ,

Section 2. Dividends. - {A) The shares of preferred Stock shall
be entitled to the payment of dividends on a parity with each
other at the rate or rates established by or pursuant to the
provisions of this Article VI and in preference to the Preference
Stock and the Common Stock, but only when and as declared by the
Board of Directors, out of funds legally available for the
payment of dividends. ~ :

(B Said dividends shall be payable quarterly on January 1,
April 1, July 1 and October 1 of each year or otherwise as the
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Board of Directors may determine, to shareholders of record as of

a date not exceeding forty (40) days and not less than ten (10)
days precedlng such dividend payment dates, to be fixed by the
Board of Directors. The holders of the Preferred Stock shall not
be entitled to receive any dividends thereon out of net profits
or surplus earnings other than dividends establlshed by or
pursuant to this Article VI.

Section 3. preferences In Distribution. The shares of the 44%
Preferred Stock and the Series Preferred Stock shall be entitled
to share on a parity with each other, and shall have a preference
over the Preference Stock and the Common Stock, upon any
voluntary or involuntary liquidation, dissolution or winding up

- of the Corporation, or upon any distribution of assets, other

than net profits or surplus earnings until there shall have been
paid in respect of the shares of:

(a) 41%% Preferred Stock--the full par value thereof,
or ,
: (b} Series Preferred Stock--the liquidation price
fixed as provided in Division B;

, plus, 1n\e1ther case, an amount, if any, by which an amount

equivalent to the annual dividend upon such shares from the date
after which dividends thereon became cumulative to the date of
liquidation. exceeds the dividends actually paid thereon or
declared and set apart for payment thereon from such date to the
date of liguidation. The 4¥%% Preferred Stock and the Series
Preferred Stock shall not receive any share in any voluntary or
involuntary llquldatlon, dissoclution or w1nd1ng up of the
Corporation or in any distribution of assets in excess of the
aggregate amount sPec1f1ed in this section.

Section 4. Voting Rights. (A) Except as otherwise provided in

these Amended+and Restated Articles of Incorporation, each share
of the 4%% Preferred Stock, the Series Preferred Stock, the

Common Stock and (if, and to the extent, stated in the resolution

or resolutions providing for the issue of a series of Preference
Stock) the Preference Stock shall be equal in voting power and
shall entitle the holder thereof to one vote upon any question
presented to any shareholders meeting, it being hereby agreed and

 declared that a majority in number of shares regardless of the

Qlass to which such shares may belong g a majority in value or
in interest within the meaning of any statute or law requiring
the consent of stockholders helding -a majority in interest or a
greater amount in value of stock of the Corporation.

- (B) If and when dividends payable on any shares of
Preferred Stock shall be in default in an amount equivalent to

- the annual dividend, or more, per share, and thereafter until all

dividends on the Preferred Stock (of all classes and series) in
default shall have been paid, the holders of the Preferred Stock
votlng as a single class, separate from the holders of the
Preferance Stéck and the Common Stock, shall be entltled to elect
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the smallest number of directors necessary to constitute a
majority of the full Board of Directors, and the holders of the
Common Stock and the Preference Stock (if, and to the extent,
stated in the resolution or resolutions providing for the issue
of a series of Preference Stock), voting separately as a <¢lass,
shall have the right to elect the remaining directors of the
Corporation. The terms of office, as directors, of all persons
who may be directors of the Corporation at the time shall

. terminate upon the election of a majority of the Board of

Directors by the holders of the Preferred Stock, except that, if
the holders of the Preference Stock and/or the Common Stock shall

not have exercised their right to elect directors of the
Corporation (either by voting together as a single class or by

voting separately as two distinct classes, as the case may be)
because of the lack of a quorum consisting of a majority of the

. required class, then such remaining directors shall be elected by

the directors whose term of office is thus terminated and who
have not been elected by the holders of the Preferred Stock as a
class; and in that event, such elected directors shall hold
office for the interim period, pending such time s a quorum of
the requisite class shall be present at a meeting held for the
election of directors. ‘

. (¢) 1If and when all dividends then in default on the
Preferred Stock, then outstanding, shall be paid {(and such
dividends shall be declared and paid out of any funds legally
available therefor as soon as reasonably practicable), the
holders of the Preferred Stock shall be divested of any special
right with respect to the election of directors and the voting
power of the holders of the Preferred Stock and the holders of
the Common Stock and the Preference Stock (to the extent stated
in the resolution or resolutions providing for the issue of a
series of Preference Stock) shall revert to the status existing
before the first dividend payment date on which dividends on any
shares of thevPreferred Stock were not paid in full; but always
subject to the same provisions for vesting such special rights in
the holders of the Preferred Stock in case of further like
default or defaults on dividends thereon. Upon the termination

. of any such special voting right, the terms of office of all

persons who may have been elected directors of the Corporation by
vote of the holders of the Preferred Stock, as a class, pursuant
to such special voting right shall forthwith terminate, and the
resulting vacancies shall be filled by the vote of a majority of
the remaining directors.

‘ (D) 7In case of any vacancy in the office of a director
occurring among the directors elected by the holders of the
Preferred Stock, voting as a single class separate from the

‘holders of the Common Stock and the holders of any series of

Preference Stock with voting rights, the remaining directors
elected by the holders of the Preferred Stock, by affirmative
vote of a majority thereof, or the remaining director so elected
if there be but one, may elect a successor or successors to hold
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 office for the unexpired terms of the director‘or‘directors whose
' place or places shall be vacant. : -

 (E) In case of any vacancy in the office of a director
occurring among the direc§ors not elected by the holders of the
preferred Stock, the remaining directors not elected by the

holders of the Preferred Stock, by affirmative vote of a majority

thereof, or the remaining such director if there be but one, may
elect a successor or successors to hold office for the unexpired
term of the director or directors whose place or places shall be

(F) - Whenever the right shall have accrued to the holders of

the Preferred Stock to elect directors, voting as a single class

separate from the holders of the Common Stock and the holders of
any series of Preference Stock with voting rights, then upon

request in writing signed by any holder of the Preferred Stock

entitled to vote, delivered by registered mail or in person to

. the president, a vice president or secretary of the Corporation,

it shall be the duty of such officer forthwith to cause notice to

' be given to the shareholders entitled to vote of a meeting to be
 held at such time as such officer may fix, not less than ten (10)
‘nor more than sixty (60) days after the receipt of such request,

for the purpose of electing directors. At all meetings of
shareholders held for the purpose of electing directors during
such time as the holders of a class or classes of stock shall

- have the special right, voting as a single class, separate from

the holders of the other class or classes of stock (not entitled

to such special right), to elect directors, the presence in

person or by proxy of the holders of a majority of such other

‘class or classes of stock (counted either sgeparately as single

classes or together as a single class, as the case may be) shall

be required to constitute a quorum of such class or classes for
"~ ‘the election of directors, and the presence in person or by proxy
of the holders of a majority of the outstanding shares of the
class or c¢lasses of stock entitled to such special right shall be
" required to constitute a quorum of such class or classes for the

election of directors; provided, however, that the absence of a

quorum of the holders of any such class or classes of stock shall

not prevent the election at any such meeting or any adjournment
thereof of directors by any other class or classes if the
necessary quorum of the holders of stock of such other class or
classes is present in person or by proxy at such meeting or

‘adjournment thereof; and provided further that in the event a
- quorum of the holders -of the -Preferred Stock is not present, then

the election of the directors elected by the holders of any other
class or classes of stock shall not become effective and the
directors so elected by such other class or classes of stock
shall not assume their offices and duties until the holders of

- the Preferred Stock shall have elected the directors they shall
“be entitled to elect; and provided further, howevet, that in the
' absence of a quorum of the holders of stock of any class, a
. majority of the holders of the stock of such class who are ;
~ present in person or by proxy shall have the power to adjourn the
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election of the directors to be elected by such class from day to
- day or for such longer periods, not exceeding 15 days, each, as

such majority shall direct without notice other than announcement
at the meeting until thesrequlslte number of holders of such

~’class shall be presént in person or by proxy.

Sectlon 5. Redemption. (a) By a majority vote of the Board of
Directors of the Corporation:

(1) the 4% Preferred Stock may be redeemed in whole or
in part at any time at One Hundred Ten Dollars ($110. 00) per
share, or

; (2) any series of Series Preferred Stock may be
redeemed in whole or in part at any time at the redemptlon
price fixed and determlned as specified in Division B;

‘plus, in either case, an amount, if any, by which an amount

squivalent to the annual dividend upon such shares from the date
after which dividends thereon became cumulative to the date of
redemption exceeds the dividends actually paid thereon or
declared and set apart for payment thereon from such date to the
date of redemption. If, pursuant to such vote, less than all of
the shares of any class or series thereof of the Preferred Stock
are to be redeemed, the shares to be redeemed shall be selected
by lot, in such manner as the Board of Directors of the
Corporation shall determine, by a bank or trust company chosen
for that purpose by the Board of Directors of the Corporation.

{B) Nothlng hereln contained shall limit any right of the
Corporation to purchase or otherwise acqulre any shares of the
Preferred Stock. ,

, (C) Notice of the intention of the Corporation to redeem
shares of the Preferred Stock or any thereof shall be mailed

thirty (30) days before the date of redemption to each holder of
- record of the shares to be redeemed, at his last known post

office address as shown by the records of the Corporation. At
any time after such notice has been mailed as aforesaid, the

. ~Corporatlon may deposit the aggregate redemption price (or the
~ portion thereof not already paid in the redemptlon of shares so

to be redeemed) with any bank or trust company in the City of
Phlladelphla, Pennsylvanla, City of Allentown, Pennsylvania; or
ln the City of New York, New York, named in such notice, payable
in amounts aforesaid to -the-respective orders of the record

- holders of the shares so to be redeemed, on endorsement and

surrender of their certificates, and thereupon said holders shall
cease to be shareholders with respect to said shares and from and
after the maklng‘of such deposit, said holders shall have no
interest in or claim against the Corporatlon with respect to said
shares, but shall be entitled only to receive said moneys from

~said bank or trust company with interest, if any, allowed,by such

bank or trust company on such moneys deposited as provided in
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this subsection (C), on endorsement and surrender of their

certificates as aforesaid.

(D) Any moneys so deposited, plus interest thereon, if any,
and remaining unclaimed at the end of six years from the date
fixed for redemption, if thereafter requested by resolution of
the Board of Dlrectors of the Corporation, shall be repald;to the

- Corporation and in the event of such repayment to the

Corporation, such holders of record of the shares so redeemed as
shall not have made claim against such moneys prior to such
repayment to the Corporatlon shall be deemed to be unsecured
¢reditors of the Corporation for an amount without interest
equivalent to the amount deposited, plus interest thereon, if
any, allowed by such bank or trust company, as above stated, for
the redemptlon of such shares and so paid to the Corporation.

Division D=-PREFERENCE STOCK

Section 1. General. To the extent permitted by these Amended
and Restated Articles of Incorporation, the Board of Directors,
by majority vote of a quorum, shall have the authority to issue
shares of Preference Stock from time to time in one or more
series, and to fix by resolution, at the time of issuance of each
of such series, the distinctive designations, terms, relative
rights, privileges, quallflcatlons, limitations, options,
conversion rights, preferences, and voting powers, and such
prohibitions, restrictions and qualifications of voting or other
rights and powers thereof except as they are fixed and determined
in this Article VI. The dividend rate or rates, dividend payment
dates or other terms of a series of Preference Stock may wvary

“from time to time dependent upon facts ascertainable outside of

these Amended and Restated Articles of Incorporation if the

- manner in which the facts will operate to fix or change such

terms is set forth in the express terms of thée series or upon
terms incorporated by reference to an existing agreement between
the Corporatlon and one or more other parties or to another

‘document of independent significance or otherwise to the extent

permitted by the Business Corporation Law of 1988.

Section 2. Dividends. Subject to the provisions ¢f Section 2(A)
of Division C, the holders of shares of each series of Preference
Stock shall be entitled to receive, when and as declared by the
Board of Directors, out of any funds legally available for the
purpose under 15 Pa.C.S. § 1551 (relatlng to distributions to
shareholders) or anymsupersedkng provi-sien -of law subject to any
additional limitations in the express terms of the series, cash
dividends at the rate or rates and on the terms which shall have

‘been fixed by or pursuant to the authority of the Board of

Directors with respect to such series and no more, payable at

‘such time or times as may be fixed by or pursuant to the

authorltyvof the Board of Directors. If and to the extent
provided by the express terms of any series of Preference Stock,

‘the holders of the series shall be eatitled to receive such other

dividends as may be declared by the Board of Directors.
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Section 3. Liquidation of the Corporation. Subject to the
provisions of Section 3 of Division C, in the event of voluntary

- or involuntary liguidation, dissolution or winding up of the

Corpcratlon, the holders of shares of Preference Stock shail be
entitled to receive from the assets of the Corporation (whether
capital or surplus), prior to any payment to the holders of
shares of Common Stock or of any other class of stock of the

‘Corporation ranking as to assets subordlnate;to the Preference

Stock, the amount per share (which, in the case of an involuntary
liquidation, dissolution or winding up, shall not be in excess of
the orlglnal offering price per share (not 1nclud1nq accerued
dividends, if any) or $100 per share, whichever is less) which
shall have been fixed and determined by the Board of Directors
with respect thereto, plus the accrued and unpald\dlvidends
thereon computed to the date on which payment thereof is made
available, whether or not earned or declared. For the purposes
of this section, the terms “involuntary llquldatlon, dissolution
or winding up" shall include, without being limited to, a
Ilquldatlbn, dissolution or winding up of the Corporation
resulting in the distribution of all of the net proceeds of a
sale, lease or conveyance of all or substantially all of the
property or business of the Corporatlon to any governmental body
1nclud1ng; without limitation, any municipal corporation or
political subdivision or authority.

Section 4. Conversion Privileges. In the event any series of

the Preference Stock is issued with the privilege of conversion,
such stock may be converted, at the option of the record holder

~thereof, at any time or from time to time, as determined by the

Board of Dlrectors, in the manner and upon the terms and

,condltlons stated in the resolution establishing and designating

the series and fixing and determining the relative rights and
preferences thereof.

Section 5. Regemgtion. The Corporation, at its option to be

~exercised by its Board of Directors, may redeem the whole or any

part of the Preference Stock or of any series thereof at such
time or times as may be fixed by the Board, at the applicable
price for each share, and upon the terms and conditions which
shall Have been fixed and determined by the Board with respect

thereto.

Section 6. Voting Rights. Each holder of record of shares of a
series of Preference Stock shall have full voting rights of one
vote per share -or such other limited, multiple, fractional or
conditional or no voting rights as shall be stated in the
regolution or resolutions of the Board of Directors providing for
the issue of the shares of such series. Unless provided in such
resolution or reéesolutions, no holder of shares of Preference
Stock shall have cunwlative voting rights.

Division E--COMMON STOCK
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Section 1. pDividends And Shares In Distribution On Common Stock.
(a) Subject to the rights cf the holders of the Senior Stock, and
the Preference Stock and subordinate thereto, the Common Stock
alone shall receive all further dividends and shares upon
ligquidation, dissolution, winding up or distribution.

{B) A consolidation or merger of the Corporation with or
into any other corporation or corporations shall not be deemed a
distribution of assets of the Corporation within the meaning of
any provision of this Article VI. :

{€) So long as any shares of the 4%% Preferred Stock and
the Series Preferred Stock are outstanding, no dividends on or
distributions, purchases or acquisitions of Common Stock shall be
paid or made, aggregating an amount in excess of 75% of the
current year’s earnings otherwise available for Common Stock, if
after such payment, distribution, purchase or acquisition, the
ratio of the aggregate of capital for Common Stock and surplus to
the total capitalization, including surplus, will be less than
25%, and no dividends on or distributions, purchases or
acquisitions of Common Stock shall be paid or made, aggregating
an amount in excess of 50% of the current year’s earnings
otherwise available for Common Stock, if after such payment,
distribution, purchase or acquisition, the ratio of the aggregate
of capital for Common Stock and surplus to the total '
capitalization, including surplus will be less thaxn 20%.

Section 2. Yoting Rights. Except as otherwise provided in these
amended and Restated Articles of Incorporation, each share of the

414% Preferred Stock, the Series Preferred Stock and the Common

Stock shall be equal in voting power and shall entitle the holder
thereof to one vote upon any question presented to any
shareholders’ meeting, it being hereby agreed and declared that a
majority in number of shares (including, if and to the extent
provided pursuant to Division D, shares of Preference Stock)
regardless of the class to which such shares may belong is a
majority in value or in interest within the meaning of any

‘statute or law requiring the consent of stockholders holding a

majority in interest or a greater amount in value of stock of the
Corporation. ' '

Division F--GENERAL
~ PRE-EMPTIVE RIGHTS. -The Corporation may issue or sell
shares, option rights, or securities having conversion or option
rights for money or otherwise without first offering them to
gshareholders of any ¢lass Or classes.

'~ REDEMPTION. Any shares of the 4)4% Preferred Stock, the
Series Preferred Stock, the Preference Stock and the Common Stock
which are redeemed, repurchased or otherwise reacquired by the
Corporation shall, until further action by the Board of Directors
or the Executive Committee of the Board of Directors, have the
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status of authorized and unissued shares, w1thout, in the case of
the Series Preferred Stock, designation as to series.

CONVERTIBILITY. Unless otherwise provided in the terms of a

'serles of Series Preferred Stock or Preferernce Stock or otherwise
~in these Amended and Restated Articles of Incorporation, the

shares of each of the 4%% Preferred Stock, the Series Preferred
stock, the Preference Stock and the Common Stock, respectively,
shall not be convertible into shares of any other class or
classes or into any other securities of the Corporation.

ARTICLE VII. A majority of the directors may amend, alter or
repeal the Bylaws, subject to the power of the shareholders to
change such action; provided, however, that any amendment,
alteration or repeal of, or the adoption of any provision
inconsistent with, Sections 3.01, 3.01.1, 3.04, 3.05, or 3.13 of
the Bylaws, if by action of the shareholders, shall be only upon
the affirmative vote 6f the shareholders eantitled to cast at
least two-thirds of the votes which all shareholders are entitled
to cast, and if by action of the directors, shall be only upon

‘ the approval of two-thirds of the directors.

ARTICLE VITII. These Amended and Restated Articles of
Incorporation may be amended in theé manner from time to time
prescribed by statute and all rights conferred upon shareholders
herein are granted subject to this reservation; pr ovlded,
however, that, notwithstanding the foregoing (and in addition to
any vote that may be required by law, these Amended and Restated
Articles of Incorporation or the Bylaws), the affirmative vote of
the shareholders entitled to cast at least two-thirds of the
votes which all shareholders are entitled to cast shall be
requlred to amend, alter or repeal, or to adopt any provision
inconsistent with, Articles VII or VIII of these Amended and
Restated articles of Incorporation.

»ARTICLE IX. The following provisions of the Bus;ness Corporatlon

faw of 1988 shall not be applicable to the Corporat;on- 15

Pa.C.S. § 2538 (relating to approval of transactions with
interested shareholders) and 15 Pa.C.S. Subchapter E (relating to
control transactions). ;
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. AGREEMENT AND PLAN OF EXCHANGE

between

PERNSTLTANLS BOWER £ RECEIVED

(a Pennsylvania corporation) - :
and - JAN 09 1895
PP&L RESOURCES, INC.
(a Pennsylvania corporation)
RECITALS
A. PENNSYLVANIA POW'E’R & LIGHT COMPANY (the "Exchangn.ng
CQrporatzon“) is a corporation duly organized, validly exmst;ng

~and in good standing under the laws of the Commonwealth of ,
- Pennsylvania, which is authorized to isgsue 170,000,000 shares of
Ccmmon Stock, no par value ("PP&L Common Stock'), of which

shares are issued and outstandlng.

| ~direckd
Exchang

- v H - u B l m 5 ! ' l ' W | ! l u . :y

- .

B. PP&L RESOURCES, INC. {the "Acqulrlng Person"), a

wholly owned subsidiary of the Exchanging Corporation, is a
~ corporation duly organized, validly existing and in good,standlng

under the laws of the Commonwealth of Pennsylvania, which is
authorized to issue 100 shares of Common Stock, par value $.01
per share ("Resources Common Stock"), and which, at the time of

‘the share exchange contemplated hereby (the "Exchanga"), will be

atnthorized to issue [390,000,000] shares of Resources Common
Stock, of which . shares are issued and,outstandlng and held

~of record by the Eiehanqlng Corporation.

"¢. ¥ The Board of Directors of the Exchanging

. Corporation has adopted resolutions approving this,Agreement and
- Plan of Exchange (the “Agreement") in accordance with the

Pennsylvanza Business Corporation Liaw of 1988 (the "BCL") and
ing, that it be submitted to the shareholders of the
353» %@gfﬁemepwfar adoption.

. DOCUMENT
s 21995 ! ART’ICLEVI | FOLDER

Gerneral

‘ “ 1.01. Parties to Exchange. The Exchanglng'Co*poratlon
and the Acquiring Person shall effect the Exchange in aecordance
w;th.and subject to the terms of this Agreement. ;

1.02. Effectlveness;f Articles of Exchange, and such
other documents and instruments as are required by, and complylng

- inoall respectS/wmth, the BCL shall be delivered to the
Aapgrcprlate state officials for filing. The Exchange shall

§74100\0109\01¢ 53\9433084,7«.0‘?1(
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become effective at the later of 12:01 A.M. on ___ i
1995 or the filing of Articles of Exchange in the Department of

State of the Commonwealth of Pennsylvania (the "Effective Time").

1.03. Termination. Notwithstanding shareholder
approval of this Agreement, this Agreement may be terminated at
any time prior to the Effective Time by either the Acquiring
Person by written notice to the Exchanging Corporation at least

___ days prior to the Effective Time or by the Exchanging

Corporation at any time‘pr;or-to the Effective Time by resolution
approved by its Board of Directors.

) 1.04. Amendment. This Agreement may be amended by the
written agreement of the Exchanging Corporation and the Acquiring

. Person at any time prior to submission of the Agreement to the

shareholders of the Exchanging Corporation for approval and, to
the extent permitted by law, at any time thereafter prioer to the
Effective Time. :

ARTICLE II
Capital Stock

2.01. Exchange. At the Effective Time each share of
PP&L Common Stock issued and outstanding immediately prior to the
Effective Time shall, by virtue of the Exchange and without any
action on the part of the holder thereof, be converted and
exchanged into one share of Resources Common Stock and the ;
Acquiring Person shall thereupon have acquired and be the holder
of each share of PP&L Common Stock covered and exchanged in the
Exchange. No shares of PP&L Common Stock shall cease to exist by

reason of such conversion and exchange. No other shares of

capital stock of the Exchanging Corporation shall be exchanged

‘pursuant to tke Exchange.

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

) 2.03. Cancellation of Resources Common Stock Held by
the Exchanging Corporation. Immediately prior to the Effective
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Tlme, ‘each share of Resources Common Stock 1ssued and outstandlng

- immediately before the Effective Time shall be cancelled and
thereupon shall constitute an authorized but unissued share, and
-all rights in respect thereof shall cease. The Exchanging

Corporation, as the sole holder of such Resources Common Stock,;

'consents to such cancellation.

ARTICLE III

3.01. Artlcles of Inco;poratlon of the Exchang:ng

' ‘Cb:poratzon. At the Effective Time, the Restated Articles of

Incorporation of the Exchanging Corporation shall be amended and
restated as set forth on Exhibit A hereto.

IN WITNESS WHEREOF, the parties hereto have executed

this Agreement and Plan of Exchange as of i ; P 1994.

PENNSYLVANTA POWER & LIGHT COMPANY

Name:
Titles

PP&L RESOURCES, INC.

.4

By: _
Name:
Title:
© Q74100\0109\01653\94380847.0TH
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EXHIBIT A

Amended and restated Articles of
Pennsylvania Power & Light Compan

' [Set forth at Tab C of this Report]
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4- &
SECURTTIES AND EXCHANGE comuzssTon ¢
Washington, D.C. | |
. FORM U-1
APPLICATION OR DECLARATION
| UNDER THE |

PUBLIC UTILITY HOLDING COMPANY ACT OF 1935

PP&L RESOURCES, INC.
Two North Ninth Street, :
~Allentown, Pennsylvania 18101-1179
{Name of company or companies filing this statement and

addresgs of principal executive offices) ' o
RECEIVED
JAN 09 1995

' *UBLI ILTTY rra :
~ PP&L: Resources, Inc. I‘?(;C%E[%TYY COMMISSION“
c/o Michael A. McGrail, Esq. TVREIARY BUREAL
Pennsylvania Power & Light Company
; o Two North Ninth Street,
Allentown, Pénnsylvania 18101-1179
Telephone: (610G) 774-5151

{Names and addresses of agents for service)

4 Copy tos
‘Vincent Pagano, Jr.
Simpson Thacher & Bartlett
: 425 Lexington Avenue A
New York, New York 10017
Telephone: (212) 455-312




“Item 1. Description of Proposed Transaction.

IntrodﬁctiOQ

Pursuant to Sections 9(3)(2) and 10 of the Public

 Utility Holding Company Act of 1935 (the 1935 Act"), PP&L

Resources, Tne., a Pennsylvania corporation ("Holding Company"),

hereby applies for the approval of the Securities and Exchange

1,Cdmmission (the "Commission") for Holding Company (i) to acqﬁire ,

_all of the outstanding shares of common stock of Pennsylvania

Power & Light Company, a Pennsylvania Qorporation and an electric

utility company ("PP&L"), and (ii} to acquire indirectly one-

third of the outstanding capital stock (which represents one-half
of the outstanding voting stock) of Safe Harbor Water Power

Corporation, a Pennsylvania corporation and an electric utility

,ccmpany'("Safe Harbor"). Pursuant to Section 3(a) (1) of the 1935
Act, Holding Company also hereby applies for an order exempting

‘Holding Company, and each of its subsidiary comparnies as such,

from all provisions of the 1935 Act (except for Section 9{(a) (2)

thereof).

PP&L supplies electric 1ight, heat and powér'service to

the public in twenty-nineYCOunties in Central eaStern

Pennsyivania, In providing this service, PPsL is sﬁbjedt to the

Pennsylvania Public Utility Code, 66 Pa. C.S. § 101 et‘ség., and

regulation by the Pennsylvania Public Utility Commission ("PUCM)

‘thereunder. Safe Harbor owns and operates a hYdroelectric,plant
‘used to generate electricity for sale to PP&L and Safe Harbor’s

other owner, Baltimore Gas & Electric Company {"BG&E"). By

virtue of its ownership of‘cne-third'of the outstanding capital




stock (which represents oné-half of the‘outstandiﬁg‘voting stock)
of safe Harbor, PP&L is a holding'company,under the 1935 Act.
However, because it is predominantly a public utility company
whose operations as such do not extend beyond Pennsylvania, PP&L
is curreﬁtly exempt by order from the provisions of the 1935 Act
(except for Section 9(a) (2) thereof) pursuant to Seétion«3(a)(2)

of thé‘1935 Act. See Pennsylvania Power & Light Company, Holding

Co. Act Release No. 19725, 10 SEC Docket 814, 815 (1976)

Holdlng Company was 1ncorporated in Pennsylvania on
March«ls, 1994 for the purpose of carry;ng out the proposed
fréstruéturing described below. Pursuant to the terms ofka
subscription agreement dated March 16, 1994 and upon receipt of
appropriate PUC approval, Holding Company will become a direct
wholly-owned subsidiary of PP&L. Thereafter, upoh receiving
shareholder approval and appropriate regulatory appréVals,
Holding Company will become the parent of PP&L. Holding Company
does not own any utility asséts and currently is not a ik"holding’

VCGmpan'" under the 1935 Act.

Proposed Restructuring
Holdlng Company proposes to acquire all of the
outstandmng shares of common stock of PP&L (the "pPP&EL Stock")
pursuant to an Agreement and Plan of Exchange, the form of which
is filed as Exhibit B-1 hereto (the "Plan of Exchange"). Under
”Ehe térmé;of the Plan of Exchange, all of the shares of the
' common stock of Holding Company, which will then be owned by

PP&L, W111 be cancelled and all of the PP&L Stock will be




exchanged on a share-for-share basis for cdmmon,stock of Holding
Company (the “Exchange"). Upon consummation of the Exchange,
each person that owned PP&L Stock immediately prior to the
ﬁXchange will own a corresponding number'cf the outstanding
shares of common stock of Holding Company, and Holding Company

will own all of the PP&L Stock. A&ditidnally,.folldwiﬁg the

 Exchange, PP&L will continue to own one- half of the outstandlng

vatxng‘stock of Safe Harbor.

Prior to the Exchange, Holding Company will apply to

~ have its common stock listed on the New York and Philadelphia

Stock Exchanges. Tt is anticipated that the common stock of
Holding Company will be listed and traded on those Stock
Exchanges upon consummation of the restructuring, whereupon

Holding Company will be required to file reports with the

~ Commission pursuant to Section 13(a) of the Securities Exchange

Act of 1934, as émenaed‘(the %1934 Act"). The PP&L Stock will
cease to be listed on the New York and pPhiladelphia Stock
Exchanges following the restructuring;

Effectuation of the Exchange will have no significant
‘effect on theﬂhoiders of PP&L Stock. Their interest and ‘
1nvestment in the business of PP&L will be changed only in form
aﬁd fnot in substance.

As dlscussed below, the purpose of the proposed

; restructurlng is to take advantage of bus1ness opportunities

outside of PP&L’s present power markets. Initially, these
unregulated business activities will be conducted through Power

Markets Deveiopﬁént COmpany‘("Power‘Markets"), a wholly-owned




’1sﬁbsi&iary'df CEP Group, Inc. (“CEPM),~Which‘is a wholly-owned
smbszdzary of PP&L. Following consummation of the Exchange, PP&L
will transfer the commonkstock of CEP to Holding Company . CEP
,fwxll then transfer the common stock of Power Markets to Hclding
 Cbmpany. It is expected that these transfers;will'he madefin the
form of stock dividends. ; |

Ali of éP&L's first mortgage bonds and other
kindebtedness of PP&L'outStanding immediateiy;prigf to'the
~ Exchange will continue te be outstanding indebtednésskof PP&L
after ﬁhe Exchange. The shares of PP&L‘s preferred stock issued

an&,outstandingkimmediatély befaore the Exchange will not be

converted or otherwise affected by the Exchange but will continue

as_outstahding sharés of PP&L preferred stock.
Consummation of the:restructuring‘ccﬁtemplated by the

Plan of Exchange is subject to varlous conditions, 1ncludlng the

1 approval of the. Comm1551on under Section 9(a) (2) of the 1935 act

an& the other approvals described he:eln, The Plan of Exchange
f'also Wiil Ee subject to the,approval of afmajdrity'of the l
shareholder votes cast at PP&L’' S 1995 annual meeting, currently
sdheduled for April 26 1995-

: Holdlng Company and PP&Ltintend to~file,wiﬁh the

o chm1551on a Regmstratlon Statement on Form S- 4 (the

"Reglstratlon Statement") under the Secuzmtles Act of 1933 as
"amended, for the,purpose of reqlsterlng’the shares of common
StOék'of;H91ding'Company to be issued in COnnéction'With.the'

Exchange and for the pﬁrpoSe of camplyingiwith the,requifements



" of the 1834 Act, in connection with the s011c1tatlon of proxles

of PP&L‘'S shareholders.

Reasons fer,‘and,Anticipated'Effect of, theaReStructurinq
P&rpdaef‘ |
| The purpose of the restructuring is to‘eStablish a more
'apprcpriate-derporate;structure for the conduct of unregulated
| busmness actJVItleS. As is more fully &escribedebelow, ﬁol&ing
Company and PP&L believe that the establlshment of a brecad base
of 1ncome generatlon,w1ll enhance the overall financial strength
of the enterprlse.
With the passage of the Publlc Utility Regulatory

Policies Act of 1978 ("PURPA"), and the Energy Policy Act of 1992
("Energy Act"), the electric utlllty industry in general,
including PP&L, has experienced,a significant increase'in'the
‘level of competition in the market for the generatlon and sale ofa

eleetrlelty. PP&L has already>been;requ1red under PURPA to

- purchase substant1a1 amounts of energy from non-utility

'generatorsi Further, the Energy Act reduces barriers to market

; entry for companies that wish to build, own and operate electric
generating facilities, and it also promotes~competitioﬁ by
authcrizing the Federal Energy Regulatory Commission ("FERC") to
require’wheeling for wholesale power transactions. The clear
intent of the Energy Act is to permit wholesale ‘buyers of
electr&clty te reach multlple sellers. The increased competition‘
- facing the electric utility industry has been well documented,and

is uﬁ&buhtedlyithe most significant issue facing the industry today.




in,orderytcsre3pond gffectively to this increased
competition, PPR&L, after extensive invéétigation and analysis,
has determined.that, in addition to respondihg to COmpetition in
- its existing markets, it also musﬁ position itself to explore and
take a&vantagé of potential business opportunities outside of its
“preSént markets in central eastern Pennsylvania. Pursuit of
these;opportunities will play an important role in maintaining
ﬁhekloﬁg‘term_financial viability necéssary for PP&L to continue
to provide reliable service to its customers. |

| PP&L is currently investigating a variety of business

opportunities, both in domestic and international markets. PP&L
'haé not yet determined what specific investments it wili pursue,
but is currently focusing on those opportunities which relate td
its pfesent core business -~ the gEneration, transmission and
distribunion of electric energy. PP&L's focus on'geOgraphic
krather than product diversification will enable it’to take full
a&vantagekof its extensive experience in owning and operating
electric utility facilities. |

Initially, these unregulated busiﬁess activities will
be conducted through Power Markets, curreatly a whally*owned
subsidiary of QEP;‘which‘in turn is a wholly-owned subsidiary of
PP&L. Pdwer‘markets was formed on March 9, 1994, and was.
initially funded by a $50 million capital contribution by PP&L
from its internally generated funds, in ordér to take advantagé

of current business opportunities.




Effects

PpP&l could continue to pursue unregulated bus1ness

opportunltles through Power Markets and other unregulated

subsidiaries of PP&L. However, it is more desirable in the long

- run to conduct these unregulated activitieés through a holding

. company structure.

The holding company structure is a well-established
form of organization for those companies conducting multiple

lines of business; It i8 a common form of organlzatlon for

k;;unregulated companies and for those regulated companles, such as

ktelephone utilities and water utilities, which are not subject to

the 1935 Act. In,addltlon, it is utilized by many electric
companies which are involved in unregulated activities. 1In
recognition of the increased dompetition in the electric utility

industry, the Energy Act permits electric utilities to conduct

certain business activities which were previously limited by the
1935 Act. PP&L wishes to take advantage of this opportunity, and

 aesires to do so by utilizing the most efficient and effective

corporate structure.
The benefits of a holding company structure are well

eStablished The holding company structure will enable ‘Holding

"Company to participate in unregqulated businesses in a timely

manner~conslstént with regulatory requirements. The new

~cdrporate structure alsc will permit the use of financing

ktechniques that are more directly suited to the particular

requlrements, characteristics and risks of unregulated and non-

- utlllty operations without. affectlng the capital structure or




cféditworthiness of PP&L, and will increase financial flexibility
by allowing the design and implementatiOn of capitalization
rétios appropriate for the risk of each Subsidiary.

The holding company structure more fully separates the
opefaﬁiOns of regulated and unregulated businesses. As a result,
it provides a better structure for regulators‘to,assure that
there is no cross-subsidization of costs or transfex bf business

ufisk from unregulated to»teguiated lines of’bﬁsiness‘ A holding
fcomﬁany structurekalso~is preferred by the investmént community
because it is easier to analyze and value individual lines of
business. Moreovér; the use of a‘holding'cdmpany structure
prQVides legal protection against the imposition of liability on
regulated utilities for the results of unregulated business
édtivities. In short, the holding company structutevis'a highly
’desirable form of conducting regulated and;ﬁnregulated businesses

within the same corporate group.

 Business and Properties of the Parties

Holding Company has only nominal assets and has not
‘engaged in any business operations.
 PPalLts corporate structure immediately prior to the

Exchange will be as follows:
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Psnnsylvania Power & Light Company:

“PP&L } Pannsyﬁva:ﬁa | Interstate Realty Company .. CEP SafeHaibor: |
Hesources, | | Coal Resources “Enargy of Pentisylvania j | Grouplnc. Wilter Power |
Ing. | | Corporation | Company ) 11 Corporatioh

» | Bow L Power Markets, |
Pennsylvama v || Carporation | .t Developmant
Mines: R ) ] 58 UCpmpany : !
' Cmporamn : ‘ ! ‘Grasne Hill
| Coal Company |
Rushton : '_;_Gméne Marior |
‘Mining | Coal Company
Company ‘
| Golleres, . |

PP&L is an operating electric utility, 1ncorporated

: under the laws of the Commonwealth of Pennsylvania in 1920. PP&L-
- serves approxlmately 1.2 mllllon-customers in a 10,000 square
mile territory in 29 counties of cénvtral eastern Pennsyl?vania.
with a population of approximately 2.6 million persons. PP&L
owns a 90% uﬂ&iVided‘inﬁereét'iﬁ;eachgcf,two nuclear-fueled
generating unitsvat its Susquehanna étation, and Allegheny‘
Electric Cdoperatlve, Inc. owns a 10% un61V1ded 1nterest in each
of those unlts¢ PP&L operates its generation and transmlsSJOn
';\£a0111t1ea as part of the Pennsylvanla New Jersey- Maryland

~ Interconnection Association (the »PJM*). The POM, one of the
world’'s largest power pools, includes 11 companies_sérvihg_zi
million people in a 50,000 square mile territory covering all or
‘part of Pennsylvania, New Jersey, Maryland, Delaware, Virginia
and Washington, D.C. | | '

| Wholly-owned direct and indirect subsxdlary companles

1of PP&n»prlnc1pally are engaged in holding coal reserves, coal
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mining-related activities, 0il pipeline operations, and passive
investments. In particular,yinterstate Energy Company operates
dil’piﬁeline,facilities that supply fuel to a PP&L electric
generation station. Pénnsylvania Coal Resources Corporation and
its subsidiaries are completing PP&L’s phase-out of its coal
: operations which.had.been;supplying fuel tO‘PP&L's electric
géneratiOntstaﬁions. Realty Company of Pennsylvania and BDW
Corporation own real estate and other interests related to the
operation of PP&L‘s electric generation stations. ‘GreenerHill
Coal Company and,Green Manbr Coal Company own undeveloped
bituminbus coal reserves and Lady Jane Collieries, Ian purchases
and cleans bituminous coal from non-affiliated suppliers.
Finally, CEP holds passive investments. k ‘
Power Markets, temporarily a thlly-owned subsgidiary of

CEP, was formed to conduct PP&L’s unregulated business
activities. ‘Upon,consummationyof the propOSEdyrestructuting,'
Power Markets will become a direct, wholly-owned SubSidiary of
HQlEing-Company. Finally, as‘discusse& above, PP&L also owns
'Qne»third.of the oﬁtstanding'capital stock {which represents
one-half of the outstahding‘voting stock) of safe Héibor, which
: operates4a hydroelectric plant used to generate electticity for
sale to PP&L and the other owner, BGS&E,

| The effectuation of the proposed restructuring will
have no effect upon the electric utility business and operations
of PP&L and Safe Harbor. Upon consummation of the Exchange, the

corporate structure will be as follows:



PPaL Rasources, Inc,
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S DO 1 ,
(- Power Markets | CEP Penhisyivania Power & Lighi Company
L Davslopment: Group, Ing,
‘ Cornpany ’
N ! : ‘
R R T 1
Pspnsylvania interstate:  Realty Company Safe Habor
-Codl Resources | Energy of Pannsylvania |- | - Water Powat
Corporaiion Company. s . Corporation
. | | BDW
Pennsyivania ~ Corporation
Mineg ‘ o
C?rporaimrj | Greene Hill
| Coal Company
Rusm‘on' : | .| Greene Manoi )
- Mining: . Coal Company
Company )
T | Ladydane
N Collieries, ln’g.q .

Additional Information

‘ No,éSsociate company or affiliate of Holding Compahy br,
any affiliate of any such associate company'has any ditedt,or
‘ inﬁiréét;material intérest in thErpropOSédktransaction except. as
stated herein.

- For further infOImation, reference is ﬁade_to the
‘financial statements and,other>informatibn_in_Exhibits G-1

throth G-3 hereto.

Item 2. Fees, Commissions and Expenses.

| The estimated fees, commiSSions4énd expenSes paid or
~ incurred, or té be;paid or'incurred, directly or indirectly, in
'icbﬁneetion with the:proposed‘restructpring,;by the applicant ar’
any:aSSOQiate company thereof, will be set forth in Exhibit I-1

' heretbé to be filed by amendment.
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Item 3. Applicable Statutory Provisions.

Statutory Brovisions Applicable to the Restructuring

Holding Ccmpany considers Sections 9(a) (2) and 10 of

3 the 1935 Act to be applicable to the proposed acquisition by

Holding Company of the PP&L Stock and the indirect acquisition by

Holding Company of one-third of the capital stock {(which

- represents one-half of the voting stock) of Safe Harbor pursuant

to the restrﬁcturing; After the Exchange has been consummated,

- Holding Company will qualify for an exemption from all of the

provisions of the 1935 Act (except for Section 9(a) (2) thereof)

under Section 3(a) (1) of the 1935 Act.
Because Safe Harbor owns and operates faciliﬁies used

for the gene:aticn of electric energy for sale, Safe Harbor is an

~ “electric utility company" within the meaning of Section 2(a) (3)

of the 1935 Act. As a result, PP&L i3 a "holding company® under
the 1935 Act, but is exempt pursuant to Section 3(a) (2) of the

1935 Act by order. See Pennsylvania Power & Light Company,

supra, 10 SEC Docket at 815. Holding'Cdmpany is not curréntly a

"holding company™ under the 1935 Aqt‘bedauée'it does not own,

control, or hold with power to vote ten.peréent or more of the
7TvFVOting securities of a public utility company. However, the

effectuation of the Exchange will result in Holding Company

becoming a *"holding company" under the 1935 Act, and PP&L and

V Safe Harbor, respectively, beCOming direct and indirect
'subsidiary'ccmpanies of Holding Company. PP&L will continue to

-~ be a "haldlng*company" with respect to Safe Harbor.
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Compliance with Applicable Statutory Provisions

For the reasonngXplained below, Holding Company .
believes that the Exchange comp1ies with-the applicable standards
 §£ Sectipn 10 of the 1935 Act and that, after the Exehange has
béen‘cdnsummated, Holding Company will qualify for an eXEmption_

- from all of the provisions of the 1935 Act (except for Secﬁibn
é(a)(Zthherebﬁ).under Section 3(a) (1) of the 1935 Act (i.e.,
‘bécause Holding Company and each electric utility subsidiary f:om
‘Which Holding Company will derive any material part of its income
are predominantiy'intrastate in character and carry on:their
,businesses in Pennsylvania, where all such companies are

organized) .

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

(1) such acquisition will tend towards interlocking
relations or the concentration of control of public utility
companies, of a kind or to an extent detrimental to the
public interest or the interest of investors or consumers;

(2) in case of the acquisition of securities or
utility assets, the consideration, including all fees,
commissions, and other remuneration, to whomsoever paid, to
be given, directly or indirectly, in connection with such
‘acquisition is not reasonable or does not bear a fair

relation to the sums invested in or the earning capacity of
- the utility assets to be acquired or the utility assets
underlying the securities to be acquired; or

(3) such acquisition will unduly complicate the
capital structure of the holding company system of the
applicant or will be detrimental to the public interest or
the interest of investors or consumers or the proper
furictioning of such holding company system.
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a. Detrimental "Interlocking Relations" or
"Concentration of Control"

The restructuring merely‘involVes the formatiOn df a
holdiﬁg eompany over PP&L and its subsidiaries and, therefore,
- will not "tend towards interlocking’relatioms . . . of public
’utility~companies, of a kind or to an extent detrimental to the
?ublic interestfoi the;interest of investors or consumers." The
relatiohship:between PP&L and Safe Harbor will not be changed as
ea reéult of the Exchahge, and both PP&L and Safe Harbor will
ycontinue their‘utility operations in essentially the same manner
as prior to the restructuring. |

Similarly, the restructuring will not tend toward any

'“concentration,of control of public utility companies" that might

| be detrimerital to the public interest, coﬁsumefs, or investors.
The proposed restructuring will not involve the acquisition of
any‘utility assets not already owned, directly:br indirectly, by
PP&L and "will therefore have no effect on the COncentretiOn of

control of public utility companies." Wiscongin Enerqgy Corp.,

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

b. Fairness,cf1Consideration and Fees

Section 10(b) (2) of the 1935 Act requires the
Commission to determine whether the consideration in connection
with a propesed‘acquisition of securities is‘reasonabie and bears
ka fair relation to the investment in and earning ca@aéity of the -
'utility assets'underlyinqtthe:securities being vauifed.
As discusSed\ebove, the proposed~restructuringkinvolves

the conversion of each share of PP&L: Stock into a share of




