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Philadelphi lectric Company is a combination electric, gas nd steam ucilivy .
~serving southeistern Pennsylvania including Philadelphia and the surrounding =~ :
- Suburban area. Electric operations in 1977 accounted for 848 of total Company
_fevanues of $1.39 billion and 898 of pre-tax operating income. Gas contributed =
. 43% of revenues and 10V of pre-tax operating income. The small steam opera-
. tions provide 3% of revenues and are marginally profitable in most years, .. -

.. The total qxviggwgzgaggnce-pcsais72;475“iquatc‘lilcd}and;l population of 3.9 =
'31'q£11$¢ﬂgo:g;ppquiiaellygpncé:hi:d{qc'thc“;:atdfsvinhabigxhgs.'=2hq;cigy5°£"fi

- Philadelphia represents only 5% of the total geographical area but contributes
408 of slectric revenues. The gas service area is somewvhat smaller in size and”
- .generally excludes the City of Philadelphia. The Philadelphia suburban area
. has shown population gains slightly in excess of those of Pennsylvania and the =
0.5, but population trerids in the City proper have been static. In the five
.o 'years ended 1977 total customer growth of 58 has been well below the 12% = -

&,,Q:pi:ionggdjby*thcf§lnct:ictueility'induqt:y;‘ Income levels and growth in per

. capita incomes have slightly exceeded the U.S. averaget S o

hiladelphia i :thg,:Eu:thﬁlatqcstiqgssgngigcpglitan;itttgiﬂd;i!,,‘ cincipal
:ingncigx;indgcqnnntcial~¢!nt9;fygrb-kQccn°nyuis;QCI;JdivctSitigd”vtﬁh?nany
- -basic industzies such aa metal and machinery, petroleum refining and chemical
.. Pproductiaen, food, cubber and transportation equipment. Commercial and indus
©trial growth ‘na _been sluggish in recent years. Additionally, the hea

ndustzial mix exposes’ ht}sg:vic';;:ga,tg,cycziqal,swings*i'L:hg,QCQhamy.aw

ing the mature urban territory cou , .
the service area as below average for the operation of an
lectric utility. We project kwh grow h at:  3t=4y annualiy
5 e ource

Y{e"oﬂgelgc :igitytfdgiﬁéa:ihgjand'a;ﬁén alternate fuel

- “total) in 1977 were
: ived 364 from residential sales, 14% from commercial, 44% industrial and 6% .
HOthe:.T‘ggtgil;salga~3ceoun:gdﬂtotHessentia;lYJéll.oﬁxtctél~kyh‘:iliﬁx The
e structure is heavily weighted to the industrial category
.;h;;g,qgwguich,1snn0ndaanu£ac:u:inq)w}iConversgly;,thﬁjcqmmgtci;y e

ric opezating revenues of $1,178 million (84% of total) .

s (neatly onm
. Segment is

;gg,gvctagc;kzalgc:zicjgugtomg:s’apptoxiﬁqtg{1g27gpi}ii6n}f:

. Electric sales growth in the 1972-1977 period averaged only 2.1% annually,

ot “less than half of that for the industry for the same period. Retail sales =

e - expanded at an average S% annual rate for the five years anded 1973. However,
;ui“thisﬁpqttctn3wii.shilplyiiﬁegtfupted'bzfSuchf:qcca:sjasﬁ:hejAt;byoil¢gmbazgo;,,; Sl
. conservation, recession,’ and mild w ather. The industrial secter has been

. particularly sl W to recover -and the 1977 level of industrial sales was seill
. 3% below the peak recorded in 1973. Recessions have impacted the area more =

severely and for a longer period of time than in many other sections of the . .

country because of the industry mixz and little industrial expansion. .
. At the same time both the residential and commercial sales gains also trailed
 ;;theﬁﬂ&P*hye:éq¢s~,:rhi;.is?:tadéale'Larqgly*togthg,slqui!h;grawthfinﬁ:he,ﬁ
A of ‘new ¢ 3§c&gts;ﬁegmpe:itieq;E:cm~n”:u:§1'9as¢¢aggrga:e:vmixio£,
multiple-family low-usage dwelling units and a lo - (3%) sakuration <
Space heating. Average residential usage in 1977 was 7,097 kul
ind about-14% under the investor-owned electric utility ave
eced a 3.5% gain in 1977, largely attribu




'tlacting.slugqi h sales g:awth, scme,:ate :eliot and cpe:atian o: the fuel S
,djustment,clause, 9hxlade1phia Electric's retail revenue growth of 105% com~
- pared with a 124% gaxn for the electriciutility industry during the 191291371;,
'years.  The Company's 1977 residential realization avc;ach 5.27¢ peT -

x:b:sus~ 1976.; This ::alizacion was highnt than

‘;92e~:o:

lecttic qcnezating capacity tetalcd 8 198 mw at yeaz-:nd 1977:;
+J46 mw of nuclear base load gone:ating'units (16%) ;3,834 mwof
et L tlll {478%), 1,626 mw of combustion turbine. pcaking unics 208,
812 mw of ‘hydto and 880 mw ot pusped storaq. (17%).  Over 800 mw of the
conventional steam capability is couposed of faur :clativnly old nndir'
.finotticiont station: vith hnat zatot oxcteding 13, 000 !eu.:;i : : :

"J.'h two cach Bottm nnclut units (tm Canpany 3 shan toeals 886 mw)": were ~
cinstalled in 1974 and are: jcxntly—ouned with cother utilities but are operated .
by Philadelphia Electric. The nuclear Salem unit is also: jointly-owned but =

operated by Public Service Electric and Gas Company. - This unit began com-

mercial opeation:in June 1977 with 480 mw aceruing to Philadeiphia. The 400 mw
oil~fired Eddystona unit was added in Junie 1976. These generating units placed .
: n secvice during the. past four vears zeptesented 27% increase in: installed
~;,gene:;ezng capability and a 1168 inctease in the cost of production plant. AL
the end of 1977 the’ ‘installed cost was 5230 per kw. TReflecting work on. four
addxt cnal nuclea: p:o;ects und:;gfv, const:uctxon wc:k in p:og:ess uas 231 of

5 :7.’/,“ PR
S

.Based on the hxghese summer pcak attazned ta date--s 888 owoin 1977--and gene- S

rating capability of 7,954 ‘mw (adjusted for: :emcval of 239 mw from Service -
:empo:a:zly)3'the 1978 reserve margin was 35i. Assuming 3% average annual peak
lcad gzowﬁh, avaxlabxlxcy of existing units and addition of.a new unit prioe ta
1980, ‘the resarve macgin will be 258 or above through 1982, Addxt;onally, ‘the
ompany is a member of the Pennsylvania-New Jersey-Maryland interconnection
(PIM).. which fully integrates the bulk power qeneratan’and transmission opera-
tions of eleven electric ut lities. The 1978 reserve margin of the 204 Eocl LSj
estimated at an ample 36%, In recent years: philadelphia Electric -
net. pu:chaser‘o£~power”thh 26\-30t cf £ neeﬁs pu:ehased N3 rie

vpically been a rnlativoly widc 20\-301 va:iatzan ‘ehwecn summer
eaks . vhzch we attribute to the weather sensztxvxty. paztxcula:l'
= condxaxun;ng loads, as well as the low saturation of electr
‘,spade haatxng. Also, a large part of the industrial sales categoty :en:esenc
_non-manufacturing with little reund=the=-clock consumpt;on.; These Eactozs ir
.power from the
theysetwsat,

f;conec:t-thh the purchase of relativgly largé amounts of economy
PJM Pool zesul in-a ‘elcw average lcad ‘actct generally :angznq

O:owth ptojections, thechmpany ‘has st:etched"fﬂ7[~”'
the nuclear - -
“C“f ;c and, &

;,P:incipallyfdu ~=a«slow¢r laad,g
';cut@its schedule for new gcne:atznq ‘additions. The next unit is
"é being consttuc.ed in conjuncticn with Public Se*vxce*
. The cgmpany s ‘share,” 474 mw, 1S expected Lo he availabl i
111yt each L-OSS mw,‘have :

Lzmerxck nuclea: unx:s,‘

‘over $600 pér Kt and?tat°the Lime:xck unxts ngn,/‘“
SL B wo Limerick units have been '
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Jaticn will account. :u: aboutfasl o
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‘Commitments for the nuclear fuel supply cycle
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97 Addihtonal a::nngtnents ‘are being .
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;Thp‘lﬁlI}:iaidgnttaL“xéalization;yagV$3;26,pe:“act;¥upf£:og $2.91 in 1975, :
$2.72 in 13975.and $2.39 in 1974, Purchased gas adjustment clauses pas on
,;;1nc:gaaia,cestsfct'ggs;but;do‘not,!ully;:aslgctfcvgrhp;d,and.basic‘cﬁ;ts which =~ - -
- 3pPply to the reduced unit volume. . However, Profitability of the gas opecation .
uft,iuc:!ased.::anfafnnpzesspdfsls,o 31111On7¢ﬂj1975_t°q$22;4(@£11i9ﬂZiﬂ{1975: S

. reflecting the higher sales volume coupled with some rate celief which was. =~
: .yiapplicgbltgijIn~1977,9§ﬂ*¢9‘!§€1n9'lncnlﬂ‘Qqﬂqllld;SZOmBV‘ 1lion; the attri--

¥ d

 overall, with statie té;a§¢1£h£ﬂ§7§as’sﬁ§§11§:1ihd’iﬁ§t;“5{ ﬁ7 H#H' H
o fi hacural gas together with inflation’ these e g
. limited growth and |

! :  these operation
a dcpqhdpng 9nngogiqd;¢,:;tnrzq;ii§'

Jecisions by the Pennsylvania Fublic Utilities
n fa rfyglue.jqndrdteptriodghlsto:icgl;rae.»basc
JUlty ceturns have baen 148-14.5%. Interis ra

. and effective for filings dated

: - ;fPEbVidQTfOE*IQVQ!!lf@cdiflcati°n§§[.Thﬂ!ﬂviHCLude! 1)

';;~;,hnfestablighgen:not;;jmaximun sévonjnonth.suspcniiéuupcriddjpluejso;days':é:.-
the filed effective date of a genecal rate increase (nine months “effectively

W ',ltfinﬁgrqviduslyk;QZ)tauehonizat;on (nct*nandat;d)xgtsthecutn~ozgiftuﬁgﬁe,; i

~1'#liﬁ”Yﬁlta1v:afhtStor#cllfnruvou'lylaﬁ%ndyar,p:ohibitibu‘ofgpcténtitl,:atev;‘v"~“~

;f:ée;aaegtvityjctyaqltiple*:atc,filingi.(pinéakinqr dnd interim rate relief
. 7G¢30!;th!ﬂ,f°::;,i:§ : ) A |
e o e

tutes adopted in late 1976 and
%{fztgc:}chobctg7;¢IS7Zi

hcncy ph:pg;g;;jﬁanfottice»otaAdminis;raEiVéTL§HJJudgi'Qgs;7;w

Mearings and submit recommendations. .

-he Pennsylvani .,cnmiSSiongadopeédui‘ncw'EBGEQYrkéﬁbnClauﬁéx£ERC)<¢££ective‘ e P
.;'July,liV1978;**Thi;5ﬁuil clause 1hc1udc:jnuclegtyand~ehqw:uéljcquqnnng~qg=; e
= PUSQBiQQd;waﬁrftgxcrudinq,:hegdgmand'chnrge);ugrheVbase;isftha:~establishedh,x4H
;ﬂgndf;pp:¢qed*in/theilast'gtugzal?tdtgwc33irct“che;laﬁgsg;12"mangh533¢:ugini;edé e
- By the stafs, V;hdelphiatalgcttic.has:rqcbibEd,COWEiSSioﬁ‘appgoval’:o:fit;
- base to be th LZgndn:hs;endgd_d:tgb-::1971;<‘rhtgnewgsRC‘gillgbq;;;mslliﬂg,
.vxiix-uohthglvew‘Q};ﬂup§§t2d‘nphthly;?vith*auVapb:oximatgf:gé~Mbnthglaq.4»thg,
s .compissiOnﬂhas:apptcVegndfplan~£ot;an@:tizxtiqnfave:rningrmontq§yfo:.re:avgzyq
clof kh deferrea fu 1l costs., - G e G e T [ e

y:lS??;ithe;Penn;ylv:ﬁia~:,1‘;~~f‘?
 Ciled November 1975 in i‘twgspsr:gapplication;ifrhq.campgnyf“41*;,v j¢
st p;;:s-s4ygnilllonr-nd", Suspended. In Jariuary 19?6~§h¢;"a,T1;;_3
o Ca suspende _both parts for up CO‘six,mon:hgqbu:;pgzmittgdﬁanjintitim‘]"”i“»*
'»;inczcnst\ptxsza.zgnillionvtdgbe-gttgétive;;ubjgct ta,pas:inle%;gﬁund;,~xn July ol
1976 the PUC - authorized an g‘d‘d’i'tio,nal,,,»Lneg:‘im ; inct'e"a"se[“gtj, $22.7 million
'j;*eftictivifAuqut«Is7s;v,rbc.$;5;aillioniaéd;tiaﬁally‘g:antgdin;,gprq;zz:1377f
_v_*was;:qt:phceiv¢1icqoctabd:“1976;,!rha_sqbzugty‘197yycci;ioa}w;s;bascd‘on,aﬁ.
>;;pe:LgdéQnd,£ai‘ §alﬂq'fatt;bi:cefthi tﬁltqua:”gqs«tht:LZQMQnehsnbnﬁdd”AuQultr:
Ll return allowed incorporated about a 14.1: Y return on book
»The deﬁ;!iéﬂMGIIQVQ;’awlliqﬁtlyfl°ﬁ9s7tet@#nuoﬂ'b°9k;¢¢ﬁﬂ°ﬁ
i ‘Hﬂ?ﬁh‘1975HO:ditf§ndgt09kj155ﬂ° ths ko process but th
\ allyamitigatad,ﬁhg;dqlay;ﬂlg¢g S

- 1975; and the

reased gas rates
ent into etfect June.
wed was ‘active

d. The additional $2.8 as cetroactive

on was issued in almo

an inadeguate rate of
arwdegreciagionf




. Philadelphia Blectric made a two-part electric rate filing August 1977. The = |
o, tirst part sought to transfer the existing electric fuel adjustment charges = '
.+ - into bage rates, eliminate the eléctric fuel adjustment clause for residential
© and small commercial customer (30% of kwh sales) and to substitute a new energy = |
. adjustment clause for other customers (including nuclear). Part two involved
0083119 million increase (11.5%3) in eldctric rates, half of which is designed to
. tecover the additional operating and capital charges associated with the =~ et
. commercial operation of the Salem No. 1 nuclear unit on June 30, 1977, Boeh ' o
- parts were suspended until April 4, 1978. In Deceambec 1977 an Administrative = =
. Law Judge recommended an interim increase of $32.5 million; the Company urged
. the PUC to grant a $53.6 million increase; and on April 4, 1978 the Commission
~avarded the¢ Company only $11.8 million, subject to refun and - :
‘suspended the case to July 4, 1978, The opinion of &
Judg pected to be available around October 1978 and
. £ an Ocder by year-end 1978, If the final Order is ret
1y 4, 1978 maximum suspension date as expected, the ‘Company has
78 earnings may be restated. B T

_The Company filed for a $2.1 million annual ineéd‘iac--fih-;:'ich_bl,-ﬂ"qfai
'ERC in May 1977; the increase went into effect July 1977 subject
A nal rate  1increases totaling $4.1 million wete placed in

ber 1, 1378, subject to refund.

| ;"52¢hnhy1§un1a,igguia:iéﬁ’lh-bdk ¢t§upLz§?§a‘6go nt
S point .to a deteriorating atmosphere and this ranking wil
#ed upon receipt of several ‘expected for hcoming. otde:

Construction expenditures including nucleaz fuel are currently budgeted at:
9483 million for 1978, $418 million for 1979, $465 million for 1980, .$509.
‘million for 1981, and $604 million for 1982. ‘About 85% of this five-year.
program which aggreégates $2.479 billion is earmarked for ‘the electric depart-
ment with "the majority of the money to be ‘sSpent on new nuclear generating
‘capacity. This budget compares with $2.1 billion expended in th ‘five years
nded 1977. Cost of certain pollution control lequipment that may ultimately be

t included ,i'n".,b';t‘h'e preceding forecast.

.Capital requicements for 1978 are estimated at $513 million including $483 ;
_ million for construction and $30 million for -debt maturities and sinking el
“ funds. Internal sources are expected to provide about 40% of 1978 construetion = -
funds. ‘Pinancing in 1978 is anticipated to total about '$300 million and to = .

- consist of approximately $250 million debt including ‘the $100.million of Pirst

" Mortgage bonds sold on March 7, $50 million of 8-3/4% Praferred privately
< placed, and the balance bank loans. A contemplated offering of First Mortgage
... bonds as well as sale of four million shares of Common (around $70 million @
~.18) tentatively scheduled for October 1978 have been deferred to the first

- quarter of 1979. Shareholder Dividend ‘Reinvestment and Employee ~Plans con-

| ‘T;sj\ttibaﬁifiﬁauFQ$20r@illi9n26:3¢apital'anhui lys il
‘ e es he construction program can be funded
t maturities will require $S1 million
1illion in 1981 and $60 million in 1982.
n each of the years 1579 through 1982;

urce

oo in 1979, $126 nillion i
i He expect sales of det
Tt be Loia

e _ Preferred will be

at December
debt, 51.8%
mate 1978 vea
equity., Our ¢




lated :o accelerated deazecxatzcn or LY. 2 SR

~1970 ‘ace” no:mal;zed: for: addxtions prior to 1971, the resﬂltant,:ax dgEe::alsfﬂ‘

are flowed-through to income. Tax'defctrals t:cm :Hg use of ADR are .
alize&., ,““ tment ta credits are

in other . income with  an o!fsectan xnc:ease‘xn"
‘,Fo: 19 2Lthe xnccmc tax e w: i 3 wi

k,percent o<¢AVEraqewdep:ecxable util lank: v, .
. AFC was computed ‘at a net afaez-tax ate ‘of 8%- 3 du:'
; ‘On;Janua:y L1, 1977 a rate of 8.60% was ‘adoptad in accordance
method accauntxng, the rate was increased to 8.70% on July 'L,
- 1978 the 'basis for caleulating AF was. chanqed and a
' s applied to the CWIP‘kase\anludx : ic
betcomncunded semx-annuallyr‘u ‘

ad. € el'fcos: accoun*xng_ was “adopt-d.
-xneﬁse ‘-a-ed §23 :

: ar ~°et‘sha ‘a‘a:nxngs aeclxn-d,vc% du
‘years. ‘ended 1977 as compa:ed with a 12% gain for the Ds2 {
this record p:xncxpally to: 1) sluggish sales growt: £
below:avezage ompany revenue gaxns, 2) somewhat H;ghe*\xnc:-ases in oaetatxﬂg
and ‘mai 111 xpenses than the industry par.xally S to operation of
‘generating capacity and ocollution control eauxpment,oox. 3 CQS&:'&B;QCI";»
oue:a ing xn a ma;oc met:onolxcan area, ‘wage’ rates ang
1d ‘ ',~£Lnancan cos s thaﬁ ﬁ-VLndus.ry~~~ S

g aoibalxza.zoﬂ4
ity :o::xon 148 :He»capx:alxzatxon 58 uccu:e cow

wumber . average Common- shares outstanding ¢
i . g:cwth cf the DsPﬁAvezace was 3
‘ ~4» He Common: ncuxty '
50:‘ 9!4




: h
ueu: ue- unct iu auﬂcimt mt: on a hincly bui.k-. S

lu mu 3 St and gaa volunn docnncd 18,
= owned in’ cenjunction with Public Service Electric and Gas
uCamy. begau commercial operation at mid-year 1977 and added 453 aw to the

VnaP: Aveuge. ON:an. we coneludc the cG-pnny hns bun_*:,
_The first Salem

‘system. This perialized 1978 earnings by about 20¢ per share. A non-recurring ol

e offsetting factor was the conversion of residential and commercial customers =

“by 11¢ per share, Only a nominal amount of rate relief was effeciive.
_ucn alv::;g; shatu vut:eanding, _earnings vere upotted ‘at $1.87 per share,
.!: s ' the $1 oy : X :

5!azn1ngs coi thc_;i‘-onehs ended July 31. 1978 were $1.65 which amiacud wizh*
$2.08 for the prior similar periocd on - az additional average shares. The

G ;»:za bi-nonthly ec ‘monthly meter ceading and billing which benefited: cuningl;:j e

 decline p:i.ucipauy reflectad a full year's operation of the Salem nuclear -
~unit No. 1 with ‘little . ottseting ‘rate :nlh!.; As mentioned earlier, the

cmission “e:nitted ‘an $11.9 million interim increase amcunting to less than
! ' become effective April 4, 1978, ~subject to refund. We
anti.eipatn the final order by year-end 1978,  In the first half of 1978 kw
sales cxpo:hnc.d ‘a 2.5% gain, ‘gas sales vere up 9.3%, APC was down about 10%,
“and maintenance and depreciatien chazges were up 15% and 138, :cspeccively. :

"ul t’ ) 5

Favorable - intctchange salos du:ing tho coal sttike aldcd the Cmnpany s»

:thc balancc of 1978 are tor continued n:nings att:i:ion o

hnt:il lignitican: cate relief becomez effective. The 11¢ per shate non- -

:chrzing benefit from tunsiuon to monthly billing in the latter half of 1977

will be phased ocut during the balance of 1978, Additiomally,. the new energy T :
c‘lause will eliminate any advantage to the: Company from intecchange sales or At

‘nuclear fyel savings as both of these components ‘are automatically ‘passed .
. through to customers. Thus, we estimate 1978 earnings at $1.55 per share. The .
Company  has  announced deferment of the Common. ‘stock offering previously .

:etu:n:‘ of a:ound Be2% on. average Common equity i.s mdicated. G

The nost inpc:tan : *Eacto: attectznq ehc level ct ui
amount of rate relief obtained.  The Company will be burdened by costs

fplanned for fall of 1978. ‘Based on 7% additional average outstandinq sha:es, a

ngs in 1979 will be thef*;][ “f7Q

associaeld with: the instazllation of the second Salem nucha: unit which is
- anticipated %o be placed in commercial operation at mid=yesr. A large amount

: wﬁthc Sala nucleas um.ts csemnnd ‘at ‘around ssa ninxon annuan.y for each :

_,tha naw gent:atxng unit.. Assmxng §90. m:.
‘relief inithny eflected dunnq the year, 5% mece average shares; and | ‘
Eina_ncing ceses ot offset by AFC, we estimate 1979 n:nings 1.80 "per

: , xojected 3 annual gam i.n» kwh sales, Phxladelphxa Elec
: hu stzgtched out. its construction plans with new units now scheduled -for .
and 1987.  Invested capital growth is. anticipated ‘to cqmpo;und at a bel
‘average 6% annual rate with a:cund 45% inte:nal cash gene:apon’.ﬁ '
e

,'- 1980‘AE'C w111 rise on a per‘sha:e l?asi;'

i e %ze-:y o "‘1
_(coupled ‘with th

of rate relief is required to offset the higher fixed and opc:aeing costs ot»

_would ;produce a :etu:n of abou: 9 5% on ave:aqe C‘mo .



1 vzdend was - establxshed Warch 1977, 5 SL. 1
967. Based on'a 17-3/4 ptice for the cOmmon stock, - the -
, 27! of  the dxvxdend was: consxde:ed ‘a tax=frea . rat
o SQm‘ ‘portion may. also be so classxtxed in 1976, We thxnk 3. :
‘jdend will be paid at the current rate at least until a rate decision is ‘forth-

5fccm1nq,, ¢t which: txme the Board of Directors will review the earnings: outlook “i,fg
4 ‘;_ho qut;yea:', “The dividend cash coverage for 1978 is estimated at

rThxs is below average but adecuate. The Company has a
es:ment Plan and a valunta:y smployee‘Stock Pu:chase ?lan.,

insen (61), Chax:man of :he aoa:d, Joxned Phxladelphza“”

\cttxcaxn 1939,‘he1d various posxtxans xncludxng that of President for s

years and was elevated to his. ng-sonc position in 1971. Mr. Jmes 3 »Eve:e:': sy

(52), a mechanical engineer, has bien smployed by the Com

Secame President in 1971. He was designated the Chief Executive Officer Apr"’__"

position was created Aoril 1978 with the advancement of John
. - (50) ko - Executive V1c€~P:esxdent.w He orevi ;held s-v,
Vte:hnxcal andf'c;ouncxng positions, most t-cently'as Vice ® :

»:Eleven Vice =resxden:5'(includ;ng Jcseph
rroste:,,‘,,;~

Board of Dirsctors is composed of the three top cc::o:a;_
“utsxde ‘eadnrs ‘:cﬂ bvsxaess. ‘xﬂan¢1al ,gove:nﬂen*vgnd

,anaqemenc is caaabla and ex?er.encnd in ﬁilitﬁ?oge L

d:to contend ‘with a sluggish te:tr,o:y “ané an ‘increasingl
: uncesponsive . :-qulaco:y ‘¢limate  which ,/not enabled . the
'Ccmuany to obcaxn sufficient rate relief to- offset the xnc:easxngfg decating,
nstr io Hand‘cagztal costs.,aCLga:ly, the orincipal. challenge of manage-
i \ retutns and earn. ngs per sha:e. ‘
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1p tmn of a 9% electrlc ra
' »erages ‘would be ¢ S
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i Mtg 3 Bond,s,«[ )
’?*Debentu;es5;;r'~ s

.ziagaxn Feb:uary 197
“xn Octoberf1974,wi

'”nded May 31, 1976

feV1SEdgdownwa:&Lto $388 million
e of $2,140 million
fprOVLde 55& of 1976

‘ -our: perected‘_ 
76-1980 as compared to .
, 'Rate relief of $24

;for 1976-1980.. znal fun

‘construction :equ;rements a“'-= for
capitalization growth averages ‘8% annually
:13§;compounded for the five years ende

}‘uguSt 1976 andfPUC‘drders'pertazn

“lion are. expected y late fall 1976.
on .. ', slightly below aVerage in our sxx-step rat

e estimate year-end 1976 pre-tax ‘total debt coverages at
ex FC and' 2.30 times including AFC. With a modera 19
lization grcwth ‘and in external f ’ ipled

of  common and adequat‘ r










B Tbe Company
*'August 19771;

e Thiy mc'end i3 conﬁaomd tor ihe usoo!cur clxcnts dﬂw and may not be wnba,o: nmcod. :
: c‘nmnnnl cmn nvouf!monm NG T T -







yire
Company has a 43y
" expected to
erage about 32\,;:!1:0
‘Ligh :







 ovt:ages'dec ned afteg 1975 :eﬁlectxng (1) heffddxtxon -] new capacxgy an‘

increases in related fixed and - ‘operating  casts) (2) laeck: cf adequate :
' (3) con:xnued balow average gains ifn’ customers and sales
:y is subject to cycl;cal economic Eluc:ua:xons because :

arge xndust:xal mzx.-w:k ; SR ; ‘ v

,;,j,cnst:uctlonfzs Eorecast at 5610 mLLlLon &c: 1980. 45% hther than x'%7'\t'” e
ooke xntlatlo “increased NRC: ‘crequirements. for nucleatr: ‘plants; and. pcllutxan- :
: ad “After 1980, expenditures should ‘remain large, :eachxng S877

i o The Company has a 43% ‘interest in the 1,115 mw. Salem 2 nuclea:~ , 
S ounit, cu::entlyaexpected to 'be 'in service around fall 1980, With raserve

margins pzajectdd at 27%=36% throuqh 1983.,the Campany has’ ag:eed‘(subgect,taf'

‘FERC approval) to sell Jecrsey Central Power & Light ‘enecgy from its shat_uof:”frq

,Salen 2; ‘at leas; 1984. Philadelphia Electric's two whclly-owned Lxﬂerz,k;
0 S‘mw. are planned fa: 1985 and 1987 i : iR

‘rhe cgmpan Iceived: small gas and Steam tace zn¢reases A late L979"““
e_ect:ic raca order is an:xcxpated in April 1980 on a $i:

: The Administrative Law Judge Has recommende : : in=
reasge. Even with these increases and assuming some addx:xonal,:ata :elxeﬁ lacs

7 in 1981, we estimate 1980 and 1981 caverages: :emaxnan no Better than lewsl. I
hiedch year, fxnanczng costs should be sizeable with Sales of dabt and. Eteferzg,

Over the longe geerm. we look for. cove:ages. stay unde:ygtessute u;
' b" 16 responsxve in mee:xngiihc:easxng ‘opera
fWe see no significant’ ‘improvement in the Co
ommon stock saies over :he nex: few vaar

_ SUITE 4000+ 85 EAST MONROE STREET - CHICAGO, ILUNGIS 40403 mz; 263«2&0.”?&&:(25-51«:5

Nmatmucmmﬁotfoﬂheuhamuctiomsonlvmdmavnotbofommaddmprmm
, cgpvnmrgioaouvouﬂmwumc ' .
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:DUbﬁA\nlnuqys’\p.

‘On or about October L’l 1974. Phuadelpma Electmc proposes_ to :eu two .sep-
_arate bond issues m a negonated affermg through underwrzte 'S headed by‘v
'Drexel Burnham & Company. Inc., and The First Boston Corporat:on I
two issues are (1)'$50 million First and Refundmg Mortgage Bonds, %
‘:Senes'. due October 15, 1980 and (2) $75 million First and ‘Ret‘undmg Mortgag
Series, due October 15, 1994. Net proceed: aggregating about
 will be used to refund at matumty 363 rmmon ‘2 3/4% bcnd due,_;

74 with the balance applied to partial repayment of short-terr

for construcnon. e T

: ,Bo’" ds vxll;‘have ad% annual smkn‘ng fuad commencmg in 1979-5 ‘The
mkmg fund, k:fquwalent to 33, 780, 000 annuallv. xs desxgned togretxre 75% of the
ew 20 ye londs prior to maturity., soptLon fthe smkmg und.

led uauv "thxs”" pnon is non-cumulatwe.-]wﬁ; T ,

, quahtv on that hst) where we. shall also place the new Lssues
‘October 1974, Standard & Poor's downgraded the Company's bonds to
=A rom\‘double- A and it Preferred stock to tmple-B from: smgle- -~ Mey
. Mood fs”announcéd hat i u was reducmg the ’fabmg on the Cornpaay;s
m doub 0 single-A.




his vear 3] _ ,
fcludmg the an uahzauon of th' Aprr.l 4% rate mcrease. bemg collec:ed SUbJect

mpute pro forma pretax caverages for long term debt interest -
,j-8 times excludmg IDC and nearly v 4 times ‘in ’ludmg [DC‘ h}e ahi
s t of a thre B

: : The Company esnmates that a ut 1

1X m thei fwe years ending 1978 will __fma.nced extemany thh‘ the'oth
btai internally. We estimate total capitalization in these ive years

’ mcreasmg shghtly less than. 10% annually. By compamson h »‘the ra ;

as nearly 15 /2% compounded annually in the prior five years. Pro orma
ca" L:alzzatxon -atios. woul.d»mclude -14. 7% bonds and 8. 3 T ot.her ‘debtf-for

Phtladelp‘ a Electrtc recewed"general electnc rate mcreases m‘1969",, -
[n "anuary. 197-&. thef Companv med _tor addmonal‘[ lectric rate i




_‘T rough‘,;the‘ vo‘ns:ant mterchange ot electrxcm,
' € than would be pOaSLbIe il zhe :‘powe 53




es | av rage cost per kwh generated y all’ - 1 ime -
re upment is a.bout f.wo montbs. - The Compauy changed to‘de:erre :
ng in: ive to‘the nrst o the year.

5 pe ‘ct : ob:ammg the necessary oxl !‘or electru: generatxon.
lectric e\:pects that its dehvenes through at 1east June, 1975 w;ll me
'rOJected r’equarements. : At present. me Companv s cul storage facilities. ha.ve
on b ] - With: respect to ‘coal,. the Company con-
inues ts‘ attempts to mcrease its’ coal inventories. Currently on. hand is
aaroun 600 000 tons wmch represents approxxmately a".Qa day s !

he Company d
‘ ﬂre nor n.s there any assurance that dehv ,

:Pxpelme Corpbranon. Because of the connnued ught gas sup' Ly:s tion
Eappears to usctha th. 5’ gas depattment wxll contmue to be essentl.ally a no-growth

{ cmpan 'recentlv announced c ‘,tbacka m conscru ‘
, ' mxmon for 1974 and 267 to S417 million r,or }.“m”
“(.ompan_ now stin ates that construction for the y :
] on representmg a reductxon o: 3430

;s~c mpare w : ,
ive vears endmg 1978 gross propertv addmons m the ormr u.ve xears enqed
' unted ~:o\about 31,861 mmxon. W hereas gros:“plan; increased 887
e mpounded annuallv in the t'we years endéd,:1973. we'es mé.te
‘c_re smg around 68”,1 or around 11‘3’: compuunded annually a the.




;of these ,apxtal reqmrements wxn be obtamed externany and 3
It urrently appears that total capitalization in the fwe'k,years endi
increase shghtly less then 10% compounded annually. By compar:.son. the
inct ease was nearly 15 112% compounded ‘ nnuany m the prmr fzve

“The depressed markec prxce of the Cornpany s Common stock has resulted'g _
;Phxladelphxa Electric Jdeferrmg to a later date’ its §100 million Common stoc
ale prevxously scheduled for the fall, 1974. "The market price of about 10
| only}around 50% of book value. At the current depressed market
SI»O 'million offering ‘would have necessxtated about a 20% in-
Current Company tlunkmg xs to perhaps sen

forma capx : ; 1e fo
pro forma ad;ustments mclude the propose ,s'”e of Bon
nt at rnaturxty of a 565 mxlhon 2-3/4% bond 1ssu ’, and a?SGO '

s ,omputed DY US, pro forma capxtahzatmn ratms would mclude 44 T b
n’ 8 3% othe debt for a total debt ratio of 53.0%, 14, 8% Preferredstock
2.2% Cor nion stcck equxty This would be’ below the Company s longe
- term ob;ec ve of maintaining around a 377 Common stock equity ratil ’Our :
: xcate that to have even a 3::"4; Common 'eq “:]0 ¢ en }'1. 1

‘ t“ coverages ema‘x ator below present levels. the result ™ vbe greater'u e

unsecured debt or_Comrnon stock, or the further curtailment or reschedul;

~ iot thesprogram if such unsecured debt or Commcn stock is not

5 marketable (on acceptable terms.‘ To sell additional mortzage bonds, pre-tax
e &€ TDC have to cover pro t‘orma mortgage bond mterest at least o
pro forma basxs, ‘the coverage under the mcrtgage for, r.he 12 =
31, 1974 would be 2.01 times assuming the new Bonds at
o To sell addxtxonal Pref rred stock,




88,383

B T R
02,233,774

% 33, 714

rﬂvsz;aso;; o 32.2 1,062,660

296,934




Cf ' 3% gas, and. the small bala‘n e steam andvcommon plant.
The rese e for eprecxatmn was equzvalent to nearly 249, pl‘nt in. sermce.
espxte th‘ £ f'at the Peach Bottom \o. 2 nuc!ear umt wen ‘m serv;ce earlv

] ves‘tment credzts whxch hyave been mvééted in 'plé'nt.
: by us in hapltahz_ wn, net of $26.6 mxllxo
defes ; :

7 oretnerit:.dried aéae Support.
2 230 of asset support for each .0/

- 5til] emg l.owed thfough,_
me g0 es ”on. t.h amount of tlow-through e ill be reduced and"the ‘amour
d w 1, be mcreased therebv contrxbutmyz to cash t‘10w :

. nd over the ean-
m-te under:;f.he '




"Etfective in April 1 974:and retroactwe to the first of the yea : chs :
ost 3":countmg under whmh electnc generatmn -fuel expense g

: oirerable under the fuel adjustment clause) is not. booked until xt o
ecovered in fuel: ad;ustment revenne. This acc:ountmg change indicates a
erv 'tzve ﬁapproach than before. It‘ the Company had not gone tod




- !n Thousands ot‘iDoHars
1973 otz lerl

| *“545¢755

1 100,308
10,393
766,658

o 392,729 331,927
38,742 35,
- 64:271(




‘Des 371 and 1973 perm nent rate mcreases, covetageq m generalv
‘ have slowly declmed. a reflection of the relahvely slow electnc and gas sales

i grow" higher operatmg expenses, and heavy outside financing. Actaaland
- pro forma 'coverages for the"lz‘ymonths ended J’uly 31 1974 reflect only. about' e

‘year will be ' CEES jusf: cxted. ief
early” m thef yea ‘and sansfactary ‘peratmn of t_he t\vo Peach Botton nucleat
] suahze cove‘ ges in 1975 1mprovmg shght’, / :

Ph delphxa Electrm everal )ears ago undertook a mass constructmn- prq'
' T gea_ed largel to adding nuclear capaczty Substantza ffuel savmgs 3
i nucl‘,ar fgeneratzon increases as a percent of total and oil ge
‘ " In the current euViranment of unprecedented,high capita.l :
étmn cutbacks have been made thus reducmg somewhat t.he ueed :
for put;xde,fmancmg. . e ’
Fo lowmg =ale of the:e _mortgage bonds and the near—term paymen: at matu ity
of th mpanv wxll have the ability to issue $635 mﬂhon of
: Sale of akaubatantxal amoun .
n n toca }fmdxcated fcr earlv 19.;:. ; The timing and amount
rate relief \ull be a very. 1mportant determment" of
_ Further rate increase apphcauona a.ppear to be .
qu;red an' we thi agement ‘will continue to' seek rate relie
con:xdere Penns vania regulatxon'as reaqonable and constr iv :
‘ the regulator chmate could ychanae;. 1thm;the" ev:t n ne ~

0 numon ;uc-year Bcnds will be « :
he 815 "mtlhon r-twenty-vearBonds"nll ?b:e ‘ ue

Quauv :m.d 'pronortxonately A
1 : ) of'theC :










Common equ;ty.' ‘We p:cject‘ca iza ‘ar
nnually for the five years ended 1981 versus an 1ll% an
n eﬁp:iot fxve year perxod ende ;1976.




. Outstanding




78 'r.estzmate is $2 05 pet share;,jfi*' ision ,
;Pennsylvan;a Commission on the Company & recent pet;tan regar ing
propdsed changgs in the fuel clause and‘:equest for $1ls mzllio

*1W111 be

year. Assuming reasonable treatment by the Commission, on gy

'*7<add;ticnal sha:es, our $2.05 estimate indicates a 10.6% return on

_average equity. Longer term, with capitalization growth slow;ng.¢i

"wand :inancing pzcasute: easing, we envision modest ‘earnings prog-
‘£ess, asuning rate :elief 13 :eceived on a tzmely‘basis.v_g.

;,;e;;ate the,Cammon D&P II. T:adxng at 19-3/4 (1977 ma:ket :ange.
o /4 - -1/8) and at a 4% premium to its book value, the shares
sell at 9.8 times our 1977 estimate.of $2.00 pe:‘sha:e.~ Yield on
he $1.80 dividend established March 1977 is 9.1% which compares
ith-an'a 0% average yield for other utility i sues on our II
electric list“a~The ‘current dividend is a 90% payout. of our 1977
‘earnings estimate of $2. 00., Boweve:, ‘cash £low covers the divi-
lend around 1.8-1.9 times. The Company estimates between lS%“and
0% ofvt‘e;197 “dividend w;ll be considered a ‘non-taxable return

: tegard the Common stack as a Bette: Value far its

: SYSTEM OPERATIONS

V°h;la elphxa Electzxc COmpany is a combznatxon electrzc. gas and
steam  utility - serving . southeast Pennsylvanxa ~j1nc1udxng
fPhxladelphxa and the surroundzng suburban a:eas“ Electrzc :ev~

: 1 s'the Eau:th largestfu‘s. metrcpclxtan a:ea andw 5 afi
,p:xncipal* inancial and commercial center. The economy is well

iversified with many basic industries. A weakening economy;;,'l
ogether with voluntary conservation adversely affected kwh sales
lgtcwth in 1974 and 1975.‘, In 1976 kwh sales. regzste:ed some

'”:1mp:ovement th a 4% gain being experienced; gas sales rebounded;e”»7 

/ka13% ‘due to the abnormally cold weather. Kwh sales showed a 3. 4y
incre n the initial seven months of 1977(wh1;e gas sales

Company forecasts ‘anticipate a
Eew yeat§.h Thés :at 1appears!agta1n;b1erw1th g:cwth

ate decisions b“ "the Pennsylvani |
have been based on fair value, end ow perzcd h st
nd the adjusted ‘book ‘Common equity r
Interim rate relief has bee inte
”rated dep:eczatzon taxf deferra




statutes adopted in la e 1976 and expected to be

tive to £ 11ngs dated October 1977 srovide for several. mod -

lon' _regulation. - ‘These include: 1) the establishment of

maximum seven month suspens;on perxod plus‘so, ays for the filed

~effective date of a general rate increase (nine onths effectively

: sven previously), 2) authorization of a possible future test

s. historical ptevxously), and 3) ;toh;bxtxon\of potentxalﬁr

« ivity of multiple rate filings (p ing) and
;xm ‘rate relief other than for eme:gency pu:poses.k.”ti"

regulatory ‘lag, filling vacancies and defining wha_/const -

ajority of the’ Commission was also ‘addressed. There ha '

acancy on the five person. Pennsylvan‘ayCommxss”"'@
, the man nomxnated by the Governor has’not yet been.

5ustment clause whlch recogn;zes xncreasej o

‘ 1e average cost per kwh gene:ated by ‘all fossi
”fuels ‘and also covers external power purchases is applzcable to
vi tually‘all,sales. ‘Nuclear is excluded from the fuel clause per

se, but dces enter into the’ picture- inasmuch as the fue _adj

ment xsrcalculated by dxvxdxng total dollars of fossil fuel b
: d fThe lag Eor recoupment ;s,two months. A May 1976

‘E the Euel adjas.u '

; opte : =S :
agas fuel adjustment clause recovers hxgher costs of:‘l"pu:c
. znate gas supplxes.ie o :

7 ,;ennsylvanla Commzsszcn authc:xzed an e
tric te x'crease of §72° mxllxon in :esponse tofa;$95 m1
f‘quest»‘fxled November 1975 two=-pa ication.
mp: .jequested the first pa:t--$47 mzlllcn—-not be suspe d
;In January 1976 the Commission suspended both« arts for up Eo
_months but permitted an -interim increase of $24.3 million to be
effect’ve subject ‘to po SLble refund., In July 1976 the ‘PUC auth-
i io £ ]flncrease of $22.7 million effectzve
; ' ' ’”ranted 1n Feb:ua'v

s based on a perxcd-end, fair value rate base, the test year ‘was
e 12 months ‘ended August 1975; and ‘the overall return allowed
‘ turn. O ok Commonlequxty;wlThe

, ( ! , yec zn' late 1976 allowxng 39. 1
1nc: ased gas rates in two steps. The Ex:st bact consxstxng of
n- went 1nto eEfect June 1975, sub € ref nd.k‘




delphia Electrxc made a two-pa:t electrLC‘:ate lexng Augustfl

~efl977.; The first part ‘seeks to transfer the existing .electric’ fuel‘“1?

fadjustmenf;chatges into base rates, eliminate the electric fuel
adjustmen‘fclause for :esxdential and small commetcxal customers
{308 of kwh sales) ‘and to substitute a new .energy ‘adjustment
clause: for othe: customers (including nuclear). Part two calls
for a $l19 million increase (l1.5%) in elect:xc;rates. Bothipa:tstfe
”“e.been susp nded to April 1978.~:0%; PR

‘ygxank Pennsylvania :egulatien in Group III in au: I (”e ,
~g(lowest) ratxng system.:;,,~; , = y et

’ts POWER, GAS AND FUEL SUPPLY

tssiNet xnstalled electric generaeing capacity totaled 8 202 mw atq
July 31, 1977 which included the June 1976 addition of the 400 mw.

 oil-fired Eddystone unit ‘and the commezcial opezation of the Salem*

. - nuclear unit June 30, 1977 to which the Company is entitled to 464
 mw., . Based on an. estxmated peak load of 6,000 mw, the gene:atxn
- reserve margxn was 368. However, outages telating to refuelin

- and repair modxfxcatlons on the nuclear units ‘have effectxvely_

jbreduced capabxlxty and " have held theé actual reserve margin o
,.Qa:ound 23%. Assuming 5% peak load growth, full operation -of

;«gexzstxng units and present construction plans, the reserve azgx
7 will be above '20% through 1980. - Additionally, the ‘Company is a-
. member of the Pennsylvanxa-New Je:Sey-Maryland ‘interconnectior
*Ega(PJM) and the PJM rese:ve margzn was app:oxxmately 37% fcr 1977;

"‘QfEuel system anut fo: the 12 months ended July 1977 was ccal zsg,.,
oil 218, nuclear 188, hydro 4%, gas 3%, and. purchased and net

‘xntezchange 29%. Nuclear is expected to supply a growing: ptopo:-»
tion of the power generation with the -addition of Salem No. 1 June
7 d 474.mw from Salem No. 2 scheduled for commercial opera=
ion-in 1979. Public Service Electric and Gas COmpany ‘has the -

:ucéhStzuctzon and operating authority for. these two Salem unxts.fi

. An- dditional two nuclea: un;ts have been delayed until 1983 andg

;Mose of tb' c\*l and ailf:equzrements a:e contracted‘for annuall‘

“7[g0t ‘on a short-term one to five year basis.  Commitments for the

jgnuclear fuelisupply cycle have been made Eor four units through =
”'1981-1985 ‘and the. two Salem unzts ‘through l979., Unit fuel costs
‘ “:p y; pa:txcula:ly in 1974 to 1.46¢ per kwh, but .
1nc:e33t ha en modi:ied with the growing use of nuclea:; en-
‘eration and from economy Lnterchange purchases - Howey _for the
Z“months ended July 197? fuel and xnte:chang expense rose 10% to

v ‘w th“ Company s power generatx d . £ . '
thzough the '1970's. The Company. ‘does not currentl
- Fede - geate and local po,lutxoq'f[ 1££0. regula

'ptxng to comply or ‘1S see -
3 esulted in cool1{g~tow”




se:vlce xs sup§a ".f ﬂ ””o“"‘;‘57.,n9 Suburban area
“of la ] ol buted 12% of total revenues and: 10% of*
)ce=tax ogeratxng ‘income in the 12 months ended. JUIy 31, 1977.

The Company  purchases about two-thirds of its gas. from
“Transcontinental Gas Corporatzon under: cont:acts expl:xng in: 1990 -
“and about one-qua:ter from Texas Eastern Transmxssxcn Corporatzonfﬁ

- under contracts- expx:xng in 1987. The Company s contracted supply

 i1 of 719 bxllxon cubic feet was curtailed 25% in 1975, 29% in 19764ano;,

~the 1977 curtaxlment is anticipated at 32%. Gas service was parc-
~ led to large industrial custome:s Janua:y‘th:ougn“'

7. ‘Gas ' storage contracts enable the ‘Company to store 40%.
ting season gas. deliveries. Purchases of LPG and SNG -

'*cogethetjwzth small ‘amounts of- gas - Erom its own dtzllxng ‘and ex-"
~ploration. program are expected to supplement: :egular gas supplies
' Based on normal winter weather conditions, the Company consider
cu:taxlments?to non-xnte:ruptzble customa s;du:xng ‘the 1977-l9 ;
'ﬂheatxng seaso ‘as. unlzkely._ However,: the Company ‘cannot increase
ustome:s se:ved and longez term g:owth ptosgec s

’ cous'rauc'rxon

nuclea:«fuel a:e"u:ren.lv:
448 million  for - 1977, $434 million For 1978; S$455
979, $§511 mxllxon for 1980, and $544 millicn  for
; ve year prog:am Ls,a reduction from- p:xor estzma:es
gg:egates $2 392 mxllxon-ffcross plant will increase 71.8%
hi “';a'thh ‘the prior five year p:ogram of $2, 112
Li ch .ted in a 10.7% annual increase in gross plant.
Most oﬁ thx budget will be. spent on the electric depa:tmen: with
Is of the,expendxtu:es geared to the | d;t;on ofanawi
: Also 1ncluded 15»588 million for.

;mmgmg ';’;’ij, ac&p;‘é rﬁ:;gr;zjz’m, N

‘Cap talv“~:Q'xrements for 1977 are estzmated at 5486‘”11111o
1nclud1“g,$448 million for const:uctxon and $38 mxllxon for deb
maturities and sinking funds. Intern -sources are expected *o
provide 44% of 1977 Gonstruction funds. Financing in 1977 ha:s
onsisted of $24 million ‘of Pollution Control bonds,xn LYy
75 mxlllon of First Mortgage bonds in Mareh and agaln in Julyf d
t urren sale“nf 4.0 million shares of Common together wit
1 the Shareholde: ynxvxdend Re;nvestment and

; » the Company estlmates about 46% of the . 0 sttuc.xon,
m can be funded from internal sources, which appears reason- -
n addition, debt maturities total $333 mxllzon w
debt maturing in 1978g»$51 million in 197¢
| an ,5130 mxllxon xn 1981. . 'We: expect debt
in. - of the ye 1978-1981 and Preferred




ap ,llzatzon at July 31. 1977 as show on’ the follow
‘totaled 54.05 billion. It consisted of 44.5% m i
' 3 tal debt, 13.2%. Preferred and 34.7% Comm
j_Our ca ,latzo indicate total capxtalxzat ,
7% annually ‘in the five years ending 1981 as ccmpazed
‘compound ‘nuals'ate expe:ienced for the pr e years. Al
o£119“3/4, ‘the Common cu::ently se115«at a24% premxum

- 'Assr-:'r suppoa'r '

1l . support for pro tcrma capxtalxayﬁxcn 'as cf',
ﬁcJuly 31, 1977:\15 presented ‘in the table below capxtalxzatxcn._

f;;u;Carrxed at origxnal cost, Philadelphia Electric had utility alantffj}lif?
" in service of $3,895 million at the balance sheet date, 88% of

"EHQ'which ‘applies to ‘the elect:xc ‘plant. The $§915 ‘million toeal

’”tf«rese:ve for: deprecxatxon ‘was: equxvalent o 24% of g:oss”plant xnﬁjf

‘service. /rxmarlly reflectzng Wwork on new gene:atxng cdpacity
construction work in progress at the balance sheet date of $594
million :ep:esented one—quartet of total net’ plant., Total se:s
ere abcut double total pr? ‘forma debt, s:mxla: to thewraci for
rinkabald e : : U ; ST

: Ee,tals rﬂla*ed to accelerated den:ec:.atxon on prope:,ty‘
: re normalized;  pridr to - 1971 the resultant tax
ere flowed th:augh ‘to income. Pax defezrals from th
-are normalxzed.\ Investment tax cred;ts a:e amo:tzze

‘:c:edxts'applxcable to non-cpe:atlng actzv;tzes (pr;marﬁ
' : to construction work in prcgress) are repor
co:tesponding increase : ¢ taxes. F¢
; uly 31, -1977 the effective ‘book Fedecal ir
/omputed~ y us) was an above average ‘ 1l

atxon s a pe:cent af ave:age deptecxable u::lxty plant~1j"
' 2.98% for the 12 months ended July 31, 1977. AFC was
n‘tﬁafte:-tax rate of 8% on January 1, 1975, 8 25% on

: '20% on January 1, 1976, and 8.40% on July 1, 1976.
B8.60% on January 1, 1977 and 8.70% beginning July 1,

i ,acco:dance with the FPC method.of accountxng.‘c

W c7“19‘,*"”£f5 ‘ ’°( CH een a telatxvely high proportion of

epc:ted ea:n‘ngs in tecent. yeazs and in 1977 will contrxbut
' Of  the . Balance for - Commcn. Beggnnlng Januaty
- urn ‘ )<} At July 31,




*let Payable g B
e X on Conteol ote

1971 ‘,




EARNINGS

iﬁéejDetaxledw ncome statements for the calenda: yea:s 1973-th:ough
. ..1976 and for the 12 months ended July 31, 1977 are presented on the

: >win ;_page. ~ Also shown are . the Company's effective book
al income ‘tax rates and returns eacned on average capital
nd average Common ‘equity which weLcompu:e at 8.80%
respectxvely, applyxng tc the 1 '“onths, ended*‘luly~3l,

‘ igs: Eor the five years ended 1976 :anged Erom 2.
T in 1972 to a low of $1.81 in. 1974. ~ Earnings. ‘recover:

~ 81.91 per share with receipt of’ :ate relief in 1976. Kwh' growth of
So12% compared with the D&P Ave:age of 26% for the pe:xod, with all '’
"«fm;categorxes sxgnxfxcantly underpe:fc:mxng the xndustry.u Electrxcﬁ

“revenues ‘rose 78% for the period; sales contributed only a. small,g,

~ portion of this increase and real;zatxcns. anludxng rate relief
and- pass-thtough of higher fuel costs, accounted for the larger
. portion. - AFC rose. substant;ally ‘but - only oartxally offsecﬂthe-fw
-f:*tapld dvance in’ xnterest charges and Prefe:zed ,;vxdends ;In
i ;J son, :evenues oE the D&P Ave:age :cse 67%" e

2) Capxtal cn g:owth at 11% annually was sxmxlar to fhat of
the D&P Ave:age.1 Inte:nal cash generation was only slxghtlyﬁlcwezg
xndustryf - However, chmon‘sharesaoutstandxng rose 73% or

inually, teflectingfsales'xn'197 ¢1975 and 1976"
1ade - below book wvalue. The high p ' : r _







Phlladelpcia Electr1c s ‘belof
sluggish s les growth, 2) h
:_obtaxnxng suffxc;ent rate rel 3

Ea:nxngs fo:,the 12 months ended July 31,‘1977 were;iepotﬁedkat
. $2.08 per share versus $1.84 a year earlier on 8. 2% additional
“_average outstandxng shares. Seven-month eaznxngs;of $1.23 pe;

‘ '~;share compared with $1.06 for the similar 1976 period. Sev

month 1977 revenues of $810 mllllon were up 14% from the: sxmxla”

976 't ~reflecting a modest 2% gain in ‘kwh ales,
;“decllne ;Mcfﬁgas sales, pass-th:ough of hxghe'“ _,"
E“about $l7 mzel on,hxgheraAFC end electxzc rate relxef.

'As‘efresulc”of'comme:c1alcoperatxon of the Salem n_ ear unit
30, 1977, ‘pre-tax. ‘earnings will be reduced. $900,000 mon hlf;
: cxatxon charges and, AFC will ‘decline $2 million
: ,‘&e& the nuclear fuel savxngs,

. avir 1 acc:ue to customers unde
e present fuel clause. For*the ‘balance of 1977,
onl million of rate re11e£ 1s ex; cted to“be effectx e,
le expect some attrition in p: : ntil rat )

is ~hus, we are maxntaxnzng our 1977 earnlngs estzma
r “share "on about an 8% galn il ave:age OUtstandxng

ﬂjstlmate represents a 10*3~ :

For 1978 our es zmate is $2 05 per shaze.~ A most 1mpo:tant;ﬁacet_
:wzll be_the Commission decision. regard;ng proposed fuel clause
4 ielated rate relxef for xnclusxon o, alem Vo.‘

is eﬁfectzve by mzd-1978, 0
itlio ',average outstanding shares* equatesatﬁ“:” a: |
etu:n on’ equ;ty. Longer term, thh capzta ization g:ow hﬁslo il
-and - fxnancx-g' preSSures easxng, Phxladelphla Electr: 1as -an
oppo:tunxt toishow modest earnxngs progress, a suming a modf:ate
;amount of ra relxef l *recexved on a tlmely a51s S

iiv dend was establlshed_March 1977’ U§Effoj
1 yout ratio of 90% on




hLSVabove avetage yxeid compare» with an
: The Company has a Shareholders!
- .s ck Purchase Plan

.be butstandlng follow1ng the~§f‘"f]f_¢_ £
& >‘"and nonassessable. o

,,umulatlve‘ voting: permxtted
Preferred stockholders normally hav ROVt
ect to certain matters’ the consent of a majority ofu
‘{yIn the'case oﬁ~defa in

he Company ' s Charter prohxbxté a
ock . xﬁ”aﬁter giving effect ther , ,
than the xnvoluntary l;q Hdatlng value of thi
; the ;
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y ratings are to be
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>lanations are substantial
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"HILAI)ELPHIA ELECTRIC COMPANY SYSTEM
 VARIOUS. PgNANchL RATIOS

Depreciation (Exc Con
‘s,Fuel and Decomm{)

L ')Fi
;<{,ref1ected from July 1, 1 : o
i(2) Censtructlo xpen tures in 1986 1nc1ud
: Eallzed expenses, ‘accr







ces/Construction
AFUDC










Oparating Revenus

oga.-z.a na.it , :
i Total Fuel & u%a,oiia
.Other Prodestion .-5!8 :
Total TAD

»2&.@, 33 :.s:..
un»o»a:nw,x. Caen




. ;Huﬁmg 31 __mosunnm _mm“ :
hs w “of ,,..noumﬁ.:oﬁon‘, :




PHILADELPHIA EIZECI‘RIC COMPANY L
80 AND 5-YEAR AVERAGE ENDING 1980 FINANCIAL STATISTICS
OMPARISON WITH AVERAGE A AND Baa NORMALIZED UTILITIES




Prlce/Eamlngs Ratio .
Ph‘ladelp 13 Blec ic




. PHILADELPHIA ELECTRIC COM
NTERCONNEQTION BILLING INFORMATION
1974 - 1980

. 1ac 'Dhlé. :~-E1ecbtfié;Companry P 1 - Py ght |
-Purchases . = Net Payment -‘ Net Rece1pts ‘
(M11 ‘on{ kWh) (Mllllon Dollars) (v 1hon Dollar_v




PHILADELPHIA ELEC'I‘RIC COMPANY. SYSTEM







- PHILADELPHIA ELECTRIC COMPANY
ONSTRUCTION and FINANCING FORECAS
S 01976 - 1979 .
" (Million Dollars)

-~ Spring 1976 Forecast
- Construction Expenditures




o ;PHILADELPHI ,ELECTRIC COMPANY i
CONSTRUCTION and FINANCING FORECAST‘







PHILADELPHIA HLECTRIC COMPAN










(Standard & Poor's Fixed Income Investor)

125 million Mortgage Bonds -

rate increases have been le

ples, ineluding, but not 1




| APPENDIXB

Om‘mo tgage co

























In those three years, the

end the additional dollars which were necessa


























































conversion:
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k constructa.on schedule any unced
¢ 71978, the PUC ound -hat ‘the 1 T4
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and 1978 delays of the leerlck construct on S

of its investment in Unit 2 {(including any portion -
- future investment ln common plant

! ) or of any cancellatlcn or other,cf7
Wthh charges may be substantlal) lt may 1ncur,-

: ere ultlmately cancelled, the COmpany %

?that 1t be permltted tp recover lts 1nvestment ln
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