
LARGE FILING SEPARATOR SHEET 

CASE NUMBER: 00-1742-EL-CRS 

FILE DATE: 10/2/2008 

SECTION: 2 of 3 

NUMBER OF PAGES: ^ 0 ^ 

DESCRIPTION OF DOCUMENT: 

Renewal Application 



UJ 

3 
O 
UJ 
X 

o 
CO 

u 
BB 

CO 
l A 

o 

< 
CL 
s 
o 
o 
o 
cc 

UJ 
- I 
UJ 

< 

>-
(0 z z 
UJ 
CL 

3 0 

81 

O N 

OQ: 

^ U J 

oa 
&° 
3S 

11 = 
5 s | 

S"̂ ' 

M CQftr̂  

CO 

S c 

s 

5 ^ 

«9fl»^ 

1 

s 

UJ CO 

0 
8g 

= 8 
1 = 
CD 

M 

2 

CO ^ 

If 
a. I; 

Q 

1 
3 ffi 

0 ^ f * 1 0 
gj2 ' 

• » ^ 

Ss 
l l 
0 8 
0 c 
< 3 

•0 

|i 
_̂  (O 
k . 

1 
& 
•g 
1 
!5 
j » 
>-

fe3| 
-H , o 
8 ^ ' 

l l 

• c S 



SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

FIRSTENERGYCORP. 

BY: /s/Anthony J. Alexander 
Anthony J. Alexander 
President and Chief Executive Officer 

Date: February 28,2008 
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following 
persons on behalf of the registrant and in the capacities and on the date indicated: 

/s/ George M. Smart /s/ Anthony J. Alexander 
George M. Smart 
Ghaimnan of the Boanj 

Anthony J. Alexander 
President and Chief Executive Officer 
and Director (Principal Executive Officer) 

/s/ Richard H. Marsh 
Richard H. Marsh 
Senior Vice President and Chief Financial 
Officer (Principal Financial Officer) 

Isl Harvey L. Wagner 
Harvey L. Wagner 
Vice President, Contnsller and Chief Accounting 
Officer (Principal Accounting Officer) 

Is/ Paul T. Addison 
Paul T. Addison 
Director 

isl Emest J. Novak, Jr. 
Emest J. 
Director 

Novak, Jr. 

Isl Michael J. Anderson 
Michael J. 
Director 

Anderson 
isl Catherine A. Rein 

Catherine A. Rein 
Director 

Isl Carol A. Cartwright 
Carol A. Cartwrlght 
Director 

fsl Wes M. Taylor 
Wes M. Taylor 
Director 

Is/ William T. Cottle 
William T. Cottle 
Director 

/s/ Jesse T. Williams, Sr. 
Jesse T. Williams, Sr. 
Director 

Isl Robert B. Heisler, Jr. 

Robert B. Heisler, Jr. 
Director 

Date: February 28,2008 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly 
caused this report to be signed on its behaff by the undersigned, thereunto duly authorized. 

FIRSTENERGY SOLUTIONS CORP. 

BY: /s/ Charies E. Jones 
Charies E. Jones 
President 

Date: February 28,2008 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following 
persons on behaff of the registrant and in the capacities and on the date Indicated: 

Isl Charies E. Jones Isl Richard H. Marsh 
Charies E. Jones 
President 
(Principal Executive Officer) 

Richard H. Marsh 
Senior Vice President and Chief 
Financial Officer and Director 
(Principal Financial Officer) 

/s/ Anthony J. Alexander /s/ Harvey L. Wagner 
Anthony J. Alexander 
Director 

Harvey L. Wagner 
Vice President and Controller 
(Principal Accounting Officer) 

/s/ Joseph J. Hagan 
Joseph J. Hagan 
Director 

Date: February 28, 2008 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

OHIO EDISON COMPANY 

BY: /s/ Anthony J. Alexander 
Anthony J. Alexander 
President 

Date: February 28, 2008 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has t>een signed below by the following 
persons on behalf of the registrant and in the capacities and on the date indicated: 

Isl Anthony J. Alexander Isf Richanj R. Grigg 
Anthony J. Alexander 
President and Director 
(Principal Executive Officer) 

Richard R. Grigg 
Executive Vice President and Chief 
Operating Officer and Director 

Is/ Richard H. Marsh 
Richard H. Marsh 
Senior Vice President and Chief 
Financial Officer and Director 
(Principal Financial Officer) 

isf Harvey L. Wagner 
Harvey L. Wagner 
Vice President and Controller 
(Principal Accounting Officer) 

Date: February 28,2008 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly 
caused this report to be signed on its behaff by the undersigned, thereunto duty authorized. 

THE CLEVELAND ELECTRIC 
ILLUMINATING COMPANY 

BY: Is/ Anthony J. Alexander 
Anthony J. Alexander 
President 

Date: February 28,2008 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following 
persons on behaff of the registrant and in the capacities and on the date indicated: 

/s/ Anthony J. Alexander 
Anthony J. Alexander 
President and Director 
(Principal Executive Officer) 

/si Richard R. Grigg 
Richand R. Grigg 
Executive Vice President and Chief 
Operating Officer and Director 

Isl Richard H. Marsh 
Richard H. Marsh 
Senior Vice President and Chief 
Financial Officer and Director 
(Principal Financial Officer) 

Is/ Harvey L. Wagner 
Harvey L. Wagner 
Vice President and ContnDller 
(Principal Accounting Officer) 

Date: February 28, 2008 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly 
caused this report to be signed on its behaff by the undersigned, thereunto duly authorized. 

THE TOLEDO EDISON COMPANY 

BY: isl Anthony J. Alexander 
Anthony J. Alexander 
President 

Date: Febmary 28,2008 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following 
persons on behalf of the registrant and in the capacities and on the date Indicated: 

/s/ Anthony J. Alexander Isl Richard R. Grigg 
Anthony J. Alexander 
President and Director 
(Principal Executive Officer) 

Richard R. Grigg 
Executive Vice President and Chief 
Operating Officer and Director 

Isl Richard H. Marsh 
Richard H. Marsh 
Senior Vice President an6 Chief 
Financial Officer and Director 
(Principal Financial Officer) 

/s/ Harvey L. Wagner 
Harvey L. Wagner 
Vice President and Controller 
(Principal Accounting Officer) 

Date: February 28, 2008 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

JERSEY CENTRAL POWER & LIGHT COMPANY 

BY: Isl Stephen E. Morgan 
Stephen E. Morgan 
President 

Date: Febmary 28,2008 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following 
persons on behalf of the registrant and in the capacities and on the date indicaited: 

isl Stephen E. Morgan Isl Paulette R. Chatman 
Stephen E. Morgan 
President and Director 
(Principal Executive Officer) 

Paulette R. Chatman 
Controller 
(Principal Financial and Accounting Officer) 

/s/ Bradley S. Ewing Is/ Donald R. Schneider 

Bradley S. Ewing 
Director 

Donald R. Schneider 
Director 

Is/ Mark A. Julian Is/ Jesse T. Williams, Sr. 
Mark A. Julian 
Director 

Jesse T. Williams, Sr. 
Director 

/s/ Gelorma E. Persson 

Gelonna E. Persson 
Director 

Date: February 28, 2008 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934. the registrant has cMy 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

METROPOLITAN EDISON COMPANY 

BY: /s/ Anthony J. Alexander 
Anthony J. Alexander 
President 

Date: February 28, 2008 

Pursuant to the requirements of the Securities Exchange Ac^ of 1934, this report has been signed below by the foltowing 
persons on behalf of the registrant and in the capacities and on the date indicated: 

/s/ Anthony J. Alexander /si Richard R. Grigs 
Anthony J. Alexander 
President and Director 
(Principal Executive Officer) 

Richard R. Grigg 
Executive Vice President and Chief 
Operating Officer and Director 

Isl Richard H. Marsh 
Richard H. Marsh 
Senior Vice President and Chief 
Financial Officer and Director 
(Principal Financial Officer) 

/s/ Han^y L. Wagner 
Harvey L. Wagner 
Vice President and Controller 
(Principal Accour^ng Officer) 

Date: Febmary 28, 2008 
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SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duty 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

PENNSYLVANIA ELECTRIC COMPANY 

BY: Is/ Anthony J. Alexander 
Anthony J. Alexander 
President 

Date: February 28, 2008 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following 
persons on behalf of the registrant and in the capacities and on the date indicated: 

Is/ Anthony J. Alexander /si Richanj R. Grigg 
Anthony J. Alexander 
President and Director 
(Principal Executive Officer) 

Richard R. Grigg 
Executive Vice President and Chief 
Operating Officer and Director 

Is/ Richard H. Marsh 
Richard H. Marsh 
Senior Vice President and Chief 
Financial Officer and Director 
(Principal Financial Officer) 

/s/ Harvey L. Wagner 
Harvey L. Wagner 
Vice PresicJent and Contn^ller 
(Principal Accounting Officer) 

Date: Febmary 28, 2008 
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EXHIBIT 23.1 

FIRSTENERGYCORP. 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We hereby cxinsent to the incorporation by reference in the Registration Statements on Form S-3 (Nos. 333-48587. 333-
102074 and 333-103865) and Form S-8 (Nos. 333-56094, 333-58279, 333-67798, 333-72766. 333-72768. 333-81183, 
333-89356, 333-101472, 333-110662. and 333-146170) of FirstEnergy Corp. of our report dated Febnjary 28. 2008 
relating to the financial statements and the effectiveness of intemal control over financial reporting, which appears In the 
Annual Report to Stockholders, which is incorporated in this Annual Report on Fomn 10-K. We also consent to the 
incorporation by reference of our report dated February 28, 2008 relating to the financial statement schedules, which 
appears in this Form 10-K. 

PricewaterhouseCoopers LLP 

Cleveland, OH 
Febmary 28, 2008 
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EXHIBIT 23.2 

OHIO EDISON COMPANY 

CONSENT OF INDEPENDENT REGISTERED PUBILC ACCOUNTING FIRM 

We hereby consent to the incorporation by reference in the Registration Statement on Fomn S-3 {Ho. 333-133117) of 
Ohio Edison Company of our report dated Febmary 28, 2008 relating to the financial statements, which appears in the 
Annual Report to Stockholders, which is incorporated in this Annual Report on Fomi 10-K. We also consent to the 
incorporation by reference of our report dated Febmary 28, 2008 relating to the financial statement schedules, which 
appears in this Form 10-K. 

PricewaterhouseCoopers LLP 

Cleveland, OH 
Febmary 28, 2008 
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EXHIBIT 23.3 

PENNSYLVANIA ELECTRIC COMPANY 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We hereby consent to the incorporation by reference in the Registration Statement on Form S-3 (Nos. 333-62295. 333-
62295-01, and 333-62295-02) of Pennsylvania Electric Company of our report dated Febmary 28, 2008 relating to the 
financial statements, which appears in the Annual Report to Stockholders, which is incorporated in this Annual Report on 
Form 10-K. We also consent to the incorporation by reference of our report dated Febmary 28, 2008 relating to the 
financial statement schedules, which appears in this Form 10-K. 

PricewaterhouseCoopers LLP 

Cleveland, OH 
Febmary 28, 2008 
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Exhibit 31.1 
Certification 

I, Anthony J. Alexander, certify that: 

1. I have reviewed this report on Fomn 10-K of FirstEnergy Corp.; 

2. Based on my knowledge, this report does not contain any untme statement of a material fact or omit to 
state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial infonnation included in this 
report, fairly present in all material respects the financial condition, results of operations and cash flows 
of the registrant as of. and for, the periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-'15(e)) and intemal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and we have: 

a) designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information 
relating to the registrant, including its consolidated subsidiaries, is made known to us by 
others within those entities, particulariy during the period in which this report is being 
prepared; 

b) designed such intemal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for 
extemal purposes in accordance with generally accepted accounting principles; 

c) evaluated the efFectiveness of the registrant's disclosure controls and pnxedures and 
presented in this report our condusbns about the effectiveness of the disclosure controls 
and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

d) disclosed in this report any change in the registrant's intemal control over financial 
reporting that occun-ed during the registrant's most recent fiscal quarter (the registrant's 
fourth quarter in the case of an annual report) that has materially affected, or is reasonably 
likely to materially affect, the registrant's intemal control over financial reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant's auditors and the audit committee of the 
registrant's txiard of directors (or persons performing the equivalent function): 

a) ali significant deficiencies and material weaknesses in the design or operation of intemal 
control over financial reporting which are reasonably likely to adversely affect the 
registrant's ability to record, process, summarize and report financial data; and 

b) any fraud, whether or not material, that involves management or other employees who 
have a significant role in the registrant's intemal control over financial reporting. 

Date: Febmary 28.2008 

/s/ Anthony J. Alexander 
Anthony J. Alexander 

Chief Executive Officer 
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Exhibit 31.1 
Certification 

I, Charies E. Jones, certify that: 

1. I have reviewed this report on Fonn 10-K of FirstEnergy Solutions Corp.; 

2. Based on my knowledge, this report does not contain any untme statement of a material fact or omit to 
state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect bD the period covered by this report; 

3. Based on my knowledge, the financial statements, and other finandal infomnation included in this 
report, fairiy present in all material respects the finandal condition, results of operations and cash flows 
of tiie registrant as of, and for, the periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure 
contn^is and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and we have: 

a) designed such disclosure conti-ols and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure tiiat material information 
relating to the registrant, induding its consolidated subsidiaries, is made known to us by 
others within tiiose entities, particulariy during the period in which this report is being 
prepared; 

b) designed such Intemal control over financial reporting, or caused such internal control over 
financiat reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of finandal reporting and the preparation of finandal statements for 
extemal purposes in accordance with generally accepted accounting principles; 

c) evaluated the effectiveness of the regisfi-ant's disclosure controls and procedures and 
presented in this report our conclusions about the effectiveness of the disclosure controls 
and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

d) disclosed in this report any change in the registrant's intemal control over financial 
reporting tiiat occun-ed during the registrant's most recent fiscal quarter (the registi-ant's 
fourth quarter in the case of an annual report) tiiat has materially affected, or is reasonably 
likely to materially affect, the registrant's intemal contiisl over financial reporting; and 

5. The registrant's other certifying officer and I have disdosed, based on our most recent evaluation of 
intemal control over financial reporting, to the registrant's auditors and the audit committee of the 
registrant's board of directors (or persons performing tiie equivalent function): 

a) all significant defidencies and material weaknesses in the design or operation of intemal 
control over financiat reporting which are reasonably likely to adversely affect the 
registrant's ability to record, process, summarize and report financial data; and 

b) any fraud, whether or not material, that involves management or other employees who 
have a significant rote in the registrant's intemal control over financial reporting. 

Date: Febmary 28, 2008 

Isl Charies E. Jones 
Charies E. Jones 

Chief Executive Officer 
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Exhibit 31.1 
Certification 

I, Anthony J. Alexander, certify tiiat: 

1. I have reviewed tiiis report on Form 10-K of Ohio Edison Company; 

2. Based on my knowledge, this report does not contain any untme statement of a material fact or omit to 
state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, tiie finandal statements, and other financial infonnation induded in tills 
report, fairiy present in all material respects the financial condition, results of operations and cash fiows 
of tiie registrant as of, and for, the periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disdosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and we have: 

a) designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure tiiat material information 
relating to tiie registrant, including its consolidated subsidiaries, is made known to us by 
others witiiin ttiose entities, particulariy during the period in which tiiis report is being 
prepared; 

b) designed such intemal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of finandal reporting and tiie preparation of financial statements for 
extemal purposes in accordance witii generally accepted accounting principles; 

c) evaluated the effectiveness of the registi^nfs disclosure contiDls and procedures and 
presented in this report our conclusions about the effectiveness of tiie disdosure controls 
and pn^cedures, as of the end of tiie period covered by this report based on such 
evaluation; and 

d) disdosed in tiiis report any change in tiie registrant's intemal control over finandal 
reporting that occun-ed during ttie registrant's most recent fiscal quarter (tiie registi-ant's 
fourth quarter in the case of an annual report) that has materially affected, or is reasonat)ly 
likely to materially affect, the registrant's intemal contix}l over financial reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of 
intemal control over finandal reporting, to the registrant's auditors and the audit committee of the 
regisfa^nt's board of directors (or persons performing the equivalent function): 

a) all significant deficiencies and material weaknesses in the design or operation of intemal 
control over financial reporting which are reasonably likely to adversely affect the 
registrant's ability to record, process, summarize and report finandal data; and 

b) any fraud, whether or not material, that involves management or other employees who 
have a significant role in ttie registrant's intemal control over financial reporting. 

Date: Febmary 28,2008 

/s/ Anthony J. Alexander 
Anthony J. Alexander 
Chief Executive Officer 
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Exhibit 31.1 

Certification 

I, Anthony J. Alexander, certify that: 

1. I have reviewed this report on Form 10-K of The Cleveland Elecbic Illuminating Company; 

2. Based on my knowledge, this report does not contain any unbiie statement of a material fact or omit to 
state a material fact necessary to make ttie statements made, in light of the drcumstances under which 
such statements were made, not misleading witii respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other finandal information included in this 
report, fairiy present in all material respects the financial condition, results of operations and cash flows 
of the registrant as of, and fi^r, the periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disdosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and we have: 

a) designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information 
relating to the registi*ant, including its consolidated subsidiaries, is made known to us by 
otiiers within those entities, particulariy during the period in which this report is being 
prepared; 

b) designed such intemal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of finandal reporting and the preparation of financial statements for 
extemal purposes in accordance with generally accepted accounting principles; 

c) evaluated the effectiveness of the registi-ant's disclosure controls and procedures and 
presented in tiiis report our conclusions about the effectiveness of the disclosure controls 
and procedures, as of the end of tiie period covered by tilts report based on such 
evaluation; and 

d) disclosed in this report any change in the registrant's intemal control over financial 
reporting ttiat occumed during tiie registrant's most recent fiscal quarter (tiie regisbant's 
fourth quarter in tiie case of an annual report) tiiat has materially affected, or is reasonably 
likely to materially affect, the registrant's intemal control over financial reporting; and 

5. The registrant's other certifying officer and I have disdosed, based on our most recent evaluation of 
intemal control over financial reporting, to ttie registrant's auditors and the audit committee of the 
registrant's board of directors (or persons perfomiing tiie equivalent function): 

a) all significant deficiencies and material weaknesses in the design or operation of intemal 
conti-ot over financial reporting which are reasonably likely to adversely affect tiie 
registrant's ability to reconj. pnxess. summarize and report financial data; and 

b) any fraud, whether or not material, that involves management or other employees who 
have a significant rote in the regisb'anfs intemal contiol over financial reporting. 

Date: Febmary 28, 2008 

/s/ Anthony J. Alexander 
Anthony J. Alexander 
Chief Executive Officer 

124 



Exhibit 31.1 
Certification 

t. Antiiony J. Alexander, certify that: 

1. I have reviewed tills report on Form 10-K of The Toledo Edison Company; 

2. Based on my knowledge, this report does not contain any untine statement of a material fact or omit to 
state a material fact necessary to make ttie statements made, in tight of the drcumstances under which 
such statements were made, not misteading witti respect to the period covered by this report; 

3. Based on my knowledge, the finandal statements, and other financial information included in this 
report, fairiy present in all material respects the financial condition, results of operations and cash flows 
of the registrant as of. and fbr, the periods presented in this report; 

4. The registrant's other certifying officer and t are responsible for establishing and maintaining disdosure 
controls and procedures (as defined In Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and we have: 

a) designed such disclosure controls and pn^cedures. or caused such disdosure conttols and 
procedures to be designed under our supervision, to ensure ttiat material infomnation 
relating to the registtant, including its consolidated subsidiaries, Is made known to us by 
otiiers within those entities, particulariy during the period in which this report is being 
prepared; 

b) designed such intemal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for 
extemal purposes in accordance with generally accepted accounting principles; 

c) evaluated the effectiveness of the registrant's disclosure conti'ols and procedures and 
presented in this report our condusions about the effectiveness of the disdosure controls 
and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

d) disclosed in this report any change in the registrant's intemal control over finandal 
reporting that occurred during the registrant's most recent fiscal quarter (the registrant's 
fourth quarter in the case of an annual report) that has materially affected, or is reasonably 
likely to materially affect, tiie registrant's intemal control over financial reporting; and 

5. The registrant's other certifying officer and I have disdosed, based on our most recent evaluation of 
intemal control over financial reporting, to the registrant's auditors and the audit committee of the 
regisb'anfs board of directors (or persons performing the equivalent function): 

a) all significant deficiencies and material weaknesses in the design or operation of intemal 
conb'ol over financial reporting which are reasonably likely hD adversely affect the 
registi'ant's ability to record, process, summarize and report financial data; and 

b) any fraud, whether or not material, that involves management or other employees who 
have a significant role in tiie registrant's intemal control over finandal reporting. 

Date: Febmary 28,2008 

Isl Anttiony J. Alexander 
Anthony J. Alexander 

Chief Executive Officer 
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Exhibit 31.1 

Certification 

I, Stephen E. Morgan, certify that: 

1. I have reviewed this report on Form 10-K of Jersey Central Power & Light Company; 

2. Based on my knowledge, this report does not contain any unbxie statement of a material fact (^ omit to 
Stat© a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial infonnation induded In this 
report, fairiy present in all material respects the financial condition, results of operations and cash flows 
of the registrant as of, and for, ttie periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disdosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and we have: 

a) designed such disclosure controls and procedures, or caused such disclosure contix>ls and 
procedures to be designed under our supervision, to ensure tiiat material information 
relating to tiie registtant, induding its consolidated subsidiaries, is made known to us by 
otiiers within those entities, particulariy during the period in which tills report is being 
prepared; 

b) designed such intemal conti-ol over financial reporting, or caused such intemal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of finandal statements for 
extemal purposes in accordance with generally accepted accounting principles; 

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and 
presented in this report our condusions about the effectiveness of the disdosure controls 
and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

d) disclosed In this report any change in the registi-ant's intemal control over finandal 
reporting that occurred during the registrant's most recent fiscal quarter (the registrant's 
fourth quarter in the case of an annual report) ttiat has materially affected, or is reasonably 
likely to materially affect, the registrant's intemal control over finandal reporting; and 

5. The registi-ant's other certifying officer and I have disclosed, based on our most recent evaluation of 
intemal control over financial reporting, to ttie registi-ant's auditors and the audit committee of the 
registi-ant's board of directors (or persons pertomning the equivalent function): 

a) all significant deficiencies and material weaknesses in the design or operation of intemal 
conb'ol over financial reporting which are reasonably likely to adversely affect the 
regjsb-ant's ability to record, process, summarize and report financial data; and 

b) any fraud, whether or not material, that involves management or ottier employees who 
have a significant role In tiie registrant's intemal control over financial reporting. 

Date: Febmary 28, 2008 

/s/ Stephen E. Morgan 
Stephen E. Morgan 

Chief Executive Officer 
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Exhibit 31.1 
Certification 

i, Anthony J. Alexander, certify that: 

1. I have reviewed this report on Form 10-K of Meti-opolitan Edison Company; 

2. Based on my knowledge, this report does not contain any untme statement of a material ^c t or omit to 
state a material fact necessary to make the statements made, in tight of tiie drcumstances under which 
such statements were made, not misleading with respect to tiie period covered by this report; 

3. Based on my knowledge, the finandal statements, and other finandal infonnation included In this 
report, fairiy present in all material respects tiie financial condition, results of operations and cash flows 
of the registrant as of, and tor, ttie periods presented in ttiis report; 

4. The registi-ant's otiier certifying officer and I are responsible for establishing and maintaining disdosure 
conttols and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and we have: 

a) designed such disclosure controls and procedures, or caused such disclosure controls and 
pn^cedures to be designed under our supervision, to ensure that material information 
relating to the registi-ant. induding its consolidated subsidiaries, is made known to us by 
otiiers within tiiose entities, particulariy during tiie period in which this report is being 
prepared; 

b) designed such intemal control over financial reporting, or caused such intemal control over 
finandal reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of finandal statements for 
extemal purposes in accordance with generally accepted accounting principles; 

c) evaluated the effectiveness of the registtanfs disclosure controls and procedures and 
presented in this report our conclusions about the effectiveness of the disdosure conti^ls 
and procedures, as of ttie end of the period covered by this report based on such 
evaluation; and 

d) disclosed in ttiis report any change in the registrant's intemal control over financial 
reporting that occurred during the registrant's most recent fiscal quarter (tiie registrant's 
fourth quarter in the case of an annual report) that has materially affected, or is reasonably 
likely to materially affect, the registrant's intemal control over financial reporting; and 

5. The registi-ant's otiier certifying officer and I have disclosed, based on our most recent evaluation of 
intemal control over financial reporting, to the registi-ant's auditors and tiie audit committee of the 
registrant's board of directors (or persons perfomiing the equivalent function): 

a) all significant deficiencies and material weaknesses in the design or operation of intemal 
conbol over financial reporting which are reasonably likely to adversely affect ttie 
registrant's ability to record, process, summarize and report financial data; and 

b) any fraud, whether or not material, that involves management or other employees who 
have a significant role in the registrant's intemal control over financiat reporting. 

Date: Febmary 28,2008 

/si Anthony J. Alexander 
Antiiony J. Alexander 

Chief Executive Officer 
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Exhibit 31.1 
Certification 

I, Anthony J. Alexander, certify that: 

1. I have reviewed this report on Fonn 10-K of Pennsylvania Electric Company; 

2. Based on my knowledge, this report does not contain any untile statement of a material fact or omit to 
state a material fact necessary to make tiie statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to ttie period covered by this report; 

3. Based on my knowledge, the finandal statements, and other financial infomnation induded in this 
report, fairiy present in all material respects the finandal condition, results of operations and cash fiows 
of tiie registrant as of, and for, the periods presented in tiiis report; 

4. The registi-ant's other certifying officer and I are responsible for establishing and maintaining disctosure 
conti-ols and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and we have: 

a) designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material infonnation 
relating to tiie registi-ant, induding its consolidated subsidiaries, is made known to us by 
others within those entities, particulariy during tiie period in which this report is being 
prepared; 

b) designed such intemal control over financial reporting, or caused such intemal conttol over 
financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of finandal reporting and the preparation of financial statements tor 
external purposes in accordance with generally accepted accounting principles; 

c) evaluated the effectiveness of the regisbant's disclosure controls and procedures and 
presented in this report our condusions about the effectiveness of the disclosure controls 
and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

d) disdosed in this report any change in the registrant's intemal conb'ol over finandal 
reporting that occuned during tiie registi^nfs most recent fiscal quarter (the registrant's 
fourth quarter in the case of an annual report) tiiat has materially affected, or is reasonably 
likely to materially affect, the registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of 
intemal control over finandal reporting, to the registrant's auditors and the audit committee of the 
registi-ant's board of directors (or persons performing the equivalent function): 

a) ail significant deficiencies and material weaknesses in the design or operation of intemal 
control over financial reporting which are reasonably likely to adversely affect the 
registrant's ability to record, process, summarize and report financial data; and 

b) any fraud, whether or not material, that involves management or other employees who 
have a significant role in the registrant's intemal control over financial reporting. 

Date: Febmary 28, 2008 

/si Anthony J. Alexander 
Anthony J. Alexander 

Chief Executive Officer 
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Exhibit 31.2 
Cert i f ication 

I, Richanj H. Marsh, certify ttiat: 

1. I have reviewed ttiis report on Form 10-K of FirstEnergy Corp.; 

2. Based on my knowledge, this report does not contain any unttue statement of a material fact or omit to 
state a material fact necessary to make tiie stetements made, in light of tiie drcumstances under which 
such statements were made, not misleading with respect to tiie period covered by this report; 

3. Based on my knowledge, the finandal statements, and ottier financial information induded in this 
report, fairiy present in all material respects tiie finandal condition, results of operations and cash flows 
of tiie regisb^ant as of, and for, the periods presented in this report; 

4. The registrant's other certifying officer and I are responsible tor estebllshing and mainteining disclosure 
conb-ols and procedures (as defined In Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal 
conb'ol over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
regisb'ant and we have: 

a) designed such disclosure contnsis and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information 
relating to the registtant, induding its consolidated subsidiaries, is made known to us by 
otiiers within tiiose entities, particulariy during the period in which this report is being 
prepared; 

b) designed such intemal control over financial reporting, or caused such intemal conttol over 
financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of finandal reporting and the preparation of financial stetements tor 
extemal purposes in accordance with generally accepted accounting principles; 

c) evaluated the effectiveness of the registrant's disclosure controls and procedures and 
presented in this report our conclusions about the effectiveness of tiie disclosure contii^s 
and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

d) disclosed in this report any change in the registrant's intemal conttol over finandal 
reporting that occurred during the registrant's most recent fiscal quarter (the registrant's 
fourth quarter in tiie case of an annual report) tiiat has materially affected, or is reasonably 
likely to niaterially affect, the registrant's intemal control over financial reporting; and 

5. The registrant's other certifying officer and I have disdosed, based on our most recent evaluation of 
intemal conbx>l over financiat reporting, to the regisb'anfs auditors and the audit committee of the 
registrant's board of directors (or persons performing the equivalent fijnction): 

a) alt significant defidencies and material weaknesses in the design or operation of intemal 
conttol over financiat reporting which are reasonably likely to adversely affect the 
registrant's ability to record, process, summarize and report financial date; and 

b) any ft-aud, whether or not material, that involves management or other employees who 
have a significant role in the registrants intemal control over financial reporting. 

Date: Febmary 28, 2008 

/s/ Richard H. Marsh 
Richard H. Marsh 

Chief Financial Officer 
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Exhibit 31.2 
Certification 

1, Richard H. Marsh, certify that: 

1. I have reviewed this report on Form 10-K of FirstEnergy Solutions Corp.; 

2. Based on my knowledge, this report does not contein any unbxie statement of a material fact or omit to 
state a material fact necessary to make tiie stetements made, in light of the drcumstences under which 
such statements were made, not misleading witii respect to the period covered by this report; 

3. Based on my knowledge, the finandal stetements, and otiier finandal infomnation included in this 
report, fairiy present in alt material respects the finandal condition, results of operations and cash flows 
of the registrant as of, and for. the periods presented in this report; 

4. The registrant's other certifying officer and I are responsible for estebllshing and mainteining disdosure 
controls and pnscedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for tiie 
registrant and we have: 

a) designed such disclosure controls and procedures, or caused such disclosure conttols and 
procedures to be designed under our supervision, to ensure that material information 
relating to the registtant, induding its consolidated sut>sidiaries, is made known to us by 
others within those entities, particulariy during tiie period in which ttiis report is being 
prepared; 

b) designed such intemal control over financial reporting, or caused such intemal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of finandal reporting and ttie preparation of financial stetements for 
extemal purposes in accordance with generally accepted accounting principles; 

c) evaluated the effectiveness of the regisb-anfs disclosure controls and procedures and 
presented in this report our condusions about tiie effectiveness of the disctosure controls 
and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

d) disclosed in this report any change in the registrants intemal control over finandal 
reporting that occurred during the registrants most recent fiscal quarter (the registrants 
fourth quarter in the case of an annual report) that has materially affected, or is reasonably 
likely to materially affect, the registrants intemal conttol over financial reporting; and 

5. The registrant's otiier certifying officer and I have disdosed, based on our most recent evaluation of 
intemal control over financial reporting, to the registt-ants auditors and tiie audit committee of the 
registrants board of directors (or persons performing the equivalent function); 

a) all significant deficiendes and material weaknesses in the design or operation of intemal 
contnDl over finandal reporting which are reasonably likely to adversely affect ttie 
registrants ability to record, process, summarize and report financial date; and 

b) any fraud, whether or not material, tiiat involves management or other emptoyees who 
have a significant role in ttie registrants Intemal control over finandal reporting. 

Date: Febmary 28, 2008 

/s/ Richard H. Marsh 
Richard H. Marsh 

Chief Finandal Officer 
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Exhibit 31.2 
Certification 

t, Richard H. Marsh, certify that: 

1. I have reviewed this report on Fomn 10-K of Ohio Edison Company; 

2. Based on my knowledge, this report does not contein any unttue stetement of a material fact or omit to 
stete a material fact necessary to make the stetennents made. In light of the circumstences under which 
such statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial stetements, and ottier finandal information induded in this 
report, fairiy present in all material respects the financial condition, results of operations and cash flows 
of ttie registrant as of, and for, ttie periods presented in this report; 

4. The registrants other certifying officer and I are responsible for estebllshing and mainteining disclosure 
conttols and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registtant and we have: 

a) designed such disdosure conb'ols and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure ttiat material Infomnation 
relating to tiie registtant, induding its consolidated subsidiaries, is made known to us by 
others within those entities, particulariy during the period in which this report is being 
prepared; 

b) designed such intemal control over financial reporting, or caused such intemal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of finandal reporting and ttie preparation of financial stetements for 
extemal purposes in accordance with generally accepted accounting principles; 

c) evaluated the effectiveness of the registtanfs disclosure controls and procedures and 
presented in this report our condusions about the effoctiveness of the disdosure controls 
and pnDcedures, as of the end of the period covered by this report based on such 
evaluation; and 

d) disclosed in this report any change in the registrants intemal control over finandal 
reporting tiiat occurred during the registrants most recent fiscal quarter (the registrants 
fourth quarter in ttie case of an annual report) ttiat has materially affected, or is reasonably 
likely to materially affect, the registrants intemal contit)! over finandal reporting; and 

5. The registrants other certifying officer and I have disclosed, based on our most recent evaluation of 
intemal contiroi over financial reporting, to the regisbranfs auditors and tiie audit committee of the 
registrants board of directors (or persons pertonning tiie equivalent fijnction): 

a) all significant deficiencies and material weaknesses in the design or operation of intemal 
control over financial reporting which are reasonably likely to adversely affect ttie 
registrants ability to record, process, summarize and report financial date; and 

b) any fraud, whether or not material, that involves management or other employees who 
have a significant role in the registrants intemal control over finandal reporting. 

Date: Febmary 28, 2008 

/s/ Richard H. Marsh 
Richard H. Marsh 

Chief Finandal Officer 
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Exhibit 31.2 
Cert i f icat ion 

I, Richard H. Marsh, certify that: 

1. I have reviewed this report on Fomn 10-K of The Cleveland Elecbic Illuminating Company; 

2. Based on my knowledge, this report does not contein any unttue stetement of a material tect or omit to 
state a material fact necessary to make tiie statements made, in light of the drcumstences under which 
such stetements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial stetements, and oUier finandal infonnation included in this 
report, fairiy present in all material respects tiie finandal condition, results of operations and cash flows 
of the registrant as of, and for, tiie periods presented in this report; 

4. The registrants other certifying officer and I are responsible for estebllshing and mainteining disclosure 
conttols and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal 
conttol over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and we have: 

a) designed such disclosure controls and procedures, or caused such disdosure conttols and 
procedures to be designed under our supervision, to ensure that material information 
relating to the registtant, induding its consolidated subsidiaries, is made known to us by 
others within those entities, particulariy during ttie period in which this report is being 
prepared; 

b) designed such intemal control over financial reporting, or caused such internal control over 
finandal reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of finandal reporting and the preparation of financial stetemente for 
extemal purposes in accordance with generally accepted accounting principles; 

c) evaluated the effectiveness of the regisb'anfs disdosure controls and procedures and 
presented in this report our condusions about tiie effectiveness of the disdosure controls 
and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

d) disclosed in tiiis report any change in ttie registt-ants intemal control over financial 
reporting that occun-ed during tiie registrants most recent fiscal quarter (the registrants 
fourth quarter in the case of an annual report) that has materially affected, or is reasonably 
likely to materially affect, the registrants intemal contt'ol over financial reporting; and 

5. The registtanfs other certifying officer and 1 have disclosed, based on our most recent evaluation of 
intemal control over financial reporting, to the registt-ants auditors and the audit committee of the 
registrants board of directors (or persons perfomiing the equivalent function): 

a) all significant deficiendes and material weaknesses in tiie design or operation of intemal 
conttol over financial reporting which are reasonably likely to adversely affect the 
registrants ability to reconJ, process, summarize and report finandal date; and 

b) any fraud, whether or not material, that involves management or other employees who 
have a significant role in ttie registrants intemal control over financial reporting. 

Date: February 28, 2008 

/s/ Richard H. Marsh 
Richard H. Marsh 

Chief Finandal Officer 
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Exhibit 31.2 
Certification 

I. Richard H. Marsh, certify that 

1. I have reviewed this report on Fomn 10-K of The Toledo Edison Company; 

2. Based on my knowledge, tiiis report does not contain any untrue stetement of a material foot or omit to 
state a material fact necessary to make the statements made, in light of the drcumstences under which 
such statements were made, not misleading witii respect to the period covered by this report; 

3. Based on my knowledge, the financial statemente. and other finandal information included in this 
report, fairiy present in all material respecte ttie financial condition, resulte of operations and cash fiows 
of ttie registrant as of, and for, the periods presented in this report; 

4. The registrants other certifying officer and I are responsible for estebllshing and mainteining disdosure 
conttols and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal 
conttol over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registtant and we have: 

a) designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure tiiat material Information 
relating to the registrant, including ite consolidated subsidiaries, is made known to us by 
otiiers within those entities, particulariy during the period in which this report is being 
prepared; 

b) designed such intemal control over financial reporting, or caused such internal conttol over 
financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of financial reporting and ttie preparation of finandal stetemente for 
extemal purposes in accordance with generally accepted accounting principles; 

c) evaluated the effectiveness of the registrants disclosure controls and procedures and 
presented in Uiis report our conclusions about the effectiveness of tiie disclosure controls 
and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

d) disclosed in this report any change in the registtants intemal conttx>l over finandal 
reporting tiiat occurred during the registrants most recent fiscal quarter (the registrants 
fourth quarter in the case of an annual roport) ttiat has materially affected, or is reasonably 
likely to materially affect, the registrants intemal conttol over financial reporting; and 

5. The registrants other certifying officer and I have disclosed, based on our most recent evaluation of 
intemal control over financial reporting, to the registrants auditors and the audit committee of the 
registrants board of directors (or persons performing tiie equivalent function): 

a) all significant defidencies and material weaknesses in tiie design or operation of intemal 
contiol over financial reporting which are reasonably likely to adversely affect tiie 
registrants ability to record, process, summarize and report finandal date; and 

b) any fraud, whether or not material, that involves management or otiier employees who 
have a significant role in the registrants intemal contiol over financial reporting. 

Date: Febmary 28, 2008 

Is/ Richard H. Marsh 
Richard H. Marsh 

Chief Financial Officer 
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Exhibit 31.2 
Certification 

I, Paulette R. Chattnan, certify tiiat: 

1. 1 have reviewed this report on Form 10-K of Jersey Centtal Power & Light Company; 

2. Based on my knowledge, this report does not contein any unttue statement of a material fact or omit to 
state a material fact necessary to make tiie stetements made, in light of the circumstences under which 
such statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other finandal intonnation included in tills 
report, fairiy present in all material respects the finandal condition, results of operations and cash flows 
of tiie registrant as of, and for, tiie periods presented in this report; 

4. The registrants other certifying officer and I aro responsible for estebllshing and mainteining disdosure 
conttols and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and Intemal 
conttol over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and we have: 

a) designed such disclosure controls and procedures, or caused such disclosure contnsis and 
procedures to be designed under our supervision, to ensure that material information 
relating to the registtant, including ite consolidated subsidiaries, is made known to us by 
others within those entities, particulariy during the period in which this report is being 
prepared; 

b) designed such intemal control over financial reporting, or caused such intemal conttol over 
financial reporting to be designed urKJer our supervision, to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of finandal stetemente tor 
extemal purposes in accordance with generally accepted accounting principles; 

c) evaluated the effectiveness of the registtants disclosure conttols and procedures and 
presented in this report our conclusions about the effectiveness of the disdosure controls 
and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

d) disdosed in this roport any change in the registrants intemal conttol over finandal 
reporting tiiat occun-ed during ttie registrants most recent fiscal quarter (the registrant's 
fourtii quarter in the case of an annual report) that has materially affected, or is reasonably 
likely to materially aflBct, tiie registrants intemal conttx)l over finandal reporting; and 

5. The registrants other certifying officer and I have disclosed, based on our most recent evaluation of 
intemal control over financial reporting, to the registrant's auditors and the audit committee of tiie 
registrants boand of directors (or persons perfomning the equivalent function): 

a) all significant deficiencies and material weaknesses in the design or operation of intemal 
conttol over finandal reporting which are reasonably likely to adversely affect the 
registrant's ability to record, process, summarize and report financial data; and 

b) any fi-aud, whether or not material, that involves management or other employees who 
have a significant role in the registrants intemal control over finandal reporting. 

Date: Febmary 28, 2008 

/s/ Paulette R. Chatman 
Paulette R. Chatman 

Chief Financial Officer 
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Exhibit 31.2 
Certification 

I, Richard H. Marsh, certify that: 

1. I have reviewed this report on Fonm 10-K of Mettopoliten Edison Company; 

2. Based on my knowledge, this report does not contain any unttue stetement of a material tad or omit to 
stete a material fact necessary to make the stetements made, in light of the drcumstences under which 
such statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the finandal statements, and other financial information included in this 
report, fairiy present in all material respecte the finandal condition, resulte of operations and cash flows 
of the registrant as of, and for, the periods presented in this report; 

4. The registrants otiier certifying officer and I are responsible for estebllshing and mainteining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and intemal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
reglstt-ant and we have: 

a) designed such disdosure controls and procedures, or caused such disdosure controls and 
procedures to be designed under our supervision, to ensure that material Information 
relating to tiie registt-ant. including ite consolidated subsidiaries, is made known to us by 
others within those entities, particulariy during tiie period in which this report is being 
prepared; 

b) designed such intemal contt-ot over financial reporting, or caused such intemal control over 
finandal reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial stetemente for 
extemal purposes in acconjance with generally accepted accounting principles; 

c) evaluated the effectiveness of the registtants disdosuro controls and procedures and 
presented in this report our condusions about the effectiveness of the disdosure controls 
and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

d) disdosed in tills report any change in the registrants intemal control over finandal 
reporting that occurred during the registrants most recent fiscal quarter (the registrants 
fourth quarter in the case of an annual report) tiiat has materially affeded, or is reasonably 
likely to materially affect, the registrants intemal control over finandal reporting; and 

5. The registrants other certifying officer and I have disdosed. based on our most recent evaluation of 
intemal control over financial reporting, to the registrants auditors and the audit committee of the 
registrants board of directors (or persons performing the equivalent function): 

a) all significant defidencies and material weaknesses in the design or operation of intemal 
conttvsl over financial reporting which are reasonably likely to adversely affect tiie 
registrants ability to record, process, summarize and report financial date; and 

b) any fraud, whettier or not material, that involves management or other employees who 
have a significant role in the registrants intemal conttol over financial reporting. 

Date: Febmary 28, 2008 

/s/ Richard H. Marsh 
Richard H. Marsh 

Chief Financial Officer 

135 



Exhibit 31.2 
Certification 

1, Richard H. Marsh, certify that: 

1. 1 have reviewed tiiis report on Form 10-K of Pennsylvania Electric Company; 

2. Based on my knowledge, this report does not contein any untme stetement of a material fact or omit to 
stete a material fact necessary to make the stetements made, in light of tiie circumstences under which 
such stetements were made, not misleading with respect to tiie period coverod by tills report; 

3. Based on my knowledge, tiie financial statements, and otiier finandal infonnation included in tills 
report, fairiy present in all material respecte the finandal condition, resulte of operations and cash flows 
of the registrant as of, and for, tiie periods presented in tiiis report; 

4. The registrants other certifying officer and I are responsible for establishing and mainteining disdosure 
controls and procedures (as defined in Exchange Ac* Rules 13a-15(e) and 15d-15(e)) and intemal 
conttol over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and we have: 

a) designed such disclosure controls and procedures, or caused such disdosure controls and 
procedures to be designed under our supervision, to ensure ttiat material infixmation 
relating to the registtant, including its consolidated subsidiaries, is made known to us by 
others within those entities, particulariy during the period in which ttiis roport Is being 
prepared; 

b) designed such intemal control over financial reporting, or caused such intemal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of financial reporting and tiie preparation of finandal stetemente for 
extemal purposes in accordance with generally accepted accounting principles; 

c) evaluated the effectiveness of the registrants disclosure controls and procedures and 
presented in this report our conclusions about the effedlveness of tiie disdosure controls 
and procedures, as of the end of the period covered by this report based on such 
evaluation; and 

d) disclosed in this report any change in the reglstt'ants intemal contiroi over financial 
reporting that occuned during the registrants most recent fiscal quarter (the registrants 
fourth quarter in the case of an annual report) tiiat has materially affected, or is reasonably 
likely to materially affect, the registtants intemal control over financial reporting; and 

5. The registrants other certifying officer and I have disdosed, based on our most recent evaluation of 
intemal control over financial reporting, to the reglstt'ants auditors and tiie audit committee of the 
registrants board of directors (or persons performing tiie equivalent function): 

a) all significant deficiencies and material weaknesses in the design or operation of intemal 
conttol over financial reporting which are reasonably likely to adversely affect the 
registrants ability to record, process, summarize and report financial date; and 

b) any fraud, whether or not material, tiiat involves management or other employees who 
have a significant role in the registrants intemal control over financial reporting. 

Date: Febnjary 28, 2008 

JsJ Richard H. Marsh 
Richard H. Marsh 

Chief Financial Officer 
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Exhibit 32 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350 

In connection with the Report of FirstEnergy Corp. (the "Company") on Form 10-K for the year ending December 31, 
2007 as filed witii the Securities and Exchange Commission on the date hereof (the "Report"), each undersigned officer 
of the Company does hereby certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of tiie Sarbanes-Oxley 
Act of 2002, that to the best of his knowledge: 

(1) The Report fully complies witii the requiremente of section 13(a) or 15(d) of the Securities Exchange 
Act of 1934; and 

(2) The infomnation contained in tiie Report fairiy presente, in all material respecte, the financial 
condition and resulte of operations of the Company. 

/s/ Anthony J. Alexander 

Anthony J. Alexander 
Chief Executive Officer 

Date: Febmary 28,2008 

/s/ Richard H. Marsh 
Richard H. Marsh 

Chief Financial Officer 
Date: Febmary 28,2008 
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Exhibit 32 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350 

In connection witii the Report of FirstEnergy Solutions Corp. (ttie "Company") on Form 10-K for tfie year ending 
December 31. 2007 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), each 
undersigned officer of the Company does hereby certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of 
the Sarbanes-Oxley Act of 2002, tiiat to the best of his knowledge: 

(1) The Report fully complies with the requiremente of section 13(a) or 15(d) of ttie Securities Exchange 
Act of 1934; and 

(2) The information conteined in the Report fairiy presents, in all material respecte, the finandal 
condition and resulte of operations of tiie Company. 

/s/ Charies E. Jones 
Charies E. Jones 

President 
(Chief Executive Officer) 
Date: Febmary 28, 2008 

/s/ Richard H. Marsh 
Richard H. Marsh 

Chief Finandal Officer 
Date: Febmary 28, 2008 
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Exhibit 32 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350 

In connection with tiie Report of Ohio Edison Company (the "Company") on Fonn 10-K for the year ending December 31. 
2007 as filed witfi the Securities and Exchange Commission on the date hereof (the "Report"), each undersigned officer 
of ttie Company does hereby certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley 
Act of 2002, that to ttie best of his knowledge: 

(1) The Report fully complies with the requiremente of section 13(a) or 15(d) of the Securities Exchange 
Act of 1934; and 

(2) The information conteined in the Report fairiy presents, in all material respecte. the finandal 
condition and resulte of operations of the Company. 

/s/ Anthony J. Alexander 
Anthony J. Alexander 
Chief Executive Officer 
Date: Febmary 28,2008 

/s/ Richard H. Marsh 
Richard H. Marsh 

Chief Finandal Officer 
Date: Febmary 28,2008 
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Exhibit 32 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350 

In connection with tiie Report of The Cleveland Electric Illuminating Company (tiie "Company") on Form 10-K for the year 
ending December 31, 2007 as filed with the Securities and Exchange Commission on tiie date hereof (ttie "ReporT), 
each undersigned officer of the Company does hereby certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to 
§ 906 of tiie Sarisanes-Oxley Act of 2002, tiiat to the best of his knowledge: 

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange 
Act of 1934; and 

(2) The information contained in the Report fairiy presente, in all material respecte. tiie financial 
condition and results of operations of the Company. 

Is/ Antiiony J. Alexander 
Anthony J. Alexander 

Chief Executive Officer 
Date: Febmary 28. 2008 

/s/ Richard H. Marsh 
Richard H. Marsh 

Chief Finandal Officer 
Date: Febmary 28,2008 
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Exhibit 32 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350 

In connection with the Report of The Toledo Edison Company (the "Company") on Form 10-K for tiie year ending 
December 31, 2007 as filed with tiie Securities and Exchange Commission on ttie date hereof (the "Report"), each 
undersigned officer of the Company does hereby certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of 
the Sarbanes-Oxley Act of 2002, that to ttie best of his knowledge: 

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange 
Actof 1934; and 

(2) The information conteined in the Report fairiy presents, in alt material respecte, tiie finandal 
condition and results of operations of the Company. 

/s/ Anthony J. Alexander 
Antiiony J. Alexander 

Chief Executive Officer 
Date: Febmary 28.2008 

/s/ Richard H. Marsh 
Richard H. Marsh 

Chief Financial Officer 
Date: Febmary 28, 2008 
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Exhibit 32 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350 

In connection with the Report of Jersey Centt-al Power & Light Company (tiie "Company") on Fomn 10-K for ttie year 
ending December 31, 2007 as filed with ttie Securities and Exchange Commission on ttie date hereof (ttie "Report"), 
each undersigned officer of the Company does hereby certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to 
§ 906 of the Sart)anes-Oxley Act of 2002, tiiat to tiie best of his knowledge: 

(1) The Report fijlly complies with the requiremente of section 13(a) or 15(d) of the Securities Exchange 
Actof 1934; and 

(2) The information contained in the Report fairiy presente, in all material respecte, the finandal 
condition and resulte of operations of the Company. 

Is/ Stephen E. Morgan 
Stephen E. Morgan 

President 
(Chief Executive Officer) 
Date: Febmary 28,2008 

/s/ Paulette R. Chattnan 
Paulette R. Chatman 

Contifoller 
(Chief Finandal Officer) 
Date: Febmary 28,2008 
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Exhibit 32 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350 

In connection with the Report of Metropoiiten Edison Company (the "Company") on Form 10-K for the year ending 
December 31, 2007 as filed with the Securities and Exchange Commission on ttie date hereof (the "Report"), each 
undersigned officer of ttie Company does hereby certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of 
the Sarisanes-Oxley Act of 2002, ttiat to tiie best of his knowledge: 

(1) The Report fully complies with the requiremente of section 13(a) or 15(d) of the Securities Exchange 
Actof 1934; and 

(2) The infonnation conteined in the Report teiriy presente. in all material respecte, tiie finandal 
condition and resulte of operations of the Company. 

/s/ Anthony J. Alexander 
Anthony J. Alexander 

Chief Executive Officer 
Date: Febmary 28, 2008 

/s/ Richard H. Marsh 
Richand H. Marsh 

Chief Finandal Officer 
Date: Febmary 28, 2008 
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Exhibit 32 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350 

In connection with the Report of Pennsylvania Electiic Company (ttie "Company") on Fomn 10-K for the year ending 
December 31, 2007 as filed with the Securities and Exchange Commission on tiie date hereof (tiie T^eporf), each 
undersigned officer of the Company does hereby certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of 
tfie Sarbanes-Oxley Act of 2002, ttiat to tiie best of his knowledge: 

(1) The Report fully complies with ttie requiremente of section 13(a) or 15(d) of tiie Securities Exchange 
Actof 1934; and 

(2) The information conteined in the Report fairiy presents, in all material respecte, the finandal 
condition and results of operations of tiie Company. 

/s/ Antiiony J. Alexander 
Anttiony J. Alexander 
Chief Executive Officer 
Date: Febmary 28,2008 

/s/ Richard H. Marsh 
Richard H. Marsh 

Chief Financial Officer 
Date: Febmary 28.2008 

144 



ANNUAL REPORT 2007 

r n ^ V C i K^iiw^ 

Contente 

Glossary of Terms i-iii 
Selected Finandal Date 1-2 
Managements Discussion and Analysis 3-60 
Management Reporte 61 
Report of Independent Registered Public Accounting Firm 62 
Consolidated Stetements of Income 63 
Consolidated Balance Sheets 64 
Consolidated Stetements of Capitelization 65-66 
Consolidated Stetemente of Common Stockholders' Equity 67 
Consolidated Stetemente of Cash Flows 68 
Notes to Consolidated Financial Stetements 69-112 



GLOSSARY OF TERMS 

The following abbreviations and acronyms are used In tiiis report to identify FirstEnergy Con?, and ite cun-ent and former 
subsidiaries: 

ATSI 
CEI 
Centerior 

Compantes 
FENOC 
FES 
FESC 
FGCO 
FirstEnergy 
FSG 

GPU 

JCP&L 
JCP&L Transition 

Funding 
JCP&L Transifion 

Funding II 
Met-Ed 
MYR 
NGC 
OE 
Ohio Companies 
Pennsylvania Companies 
Penelec 
Penn 
PNBV 
Shippingport 
TE 
TEBSA 

American Transmission Systems, Inc., owns and operates ttansmission facilities 
The Cleveland Electric Illuminating Company, an Ohto elecbic utility operating subsidiary 
Centerior Energy Corporation, tomrier parent of CEI and TE, which merged witii OE to form 

RrstEnergy on Novemtjer 8,1997 
OE, CEI. TE, Penn, JCP&L, Met-Ed and Penelec 
FirstEnergy Nuclear Operating Company, operates nudear generating fadlities 
FirstEnergy Solutions Corp., provides energy-related producte and services 
FirstEnergy Service Company, provides legal, finandal and other corporate support services 
FirstEnergy Generation Corp., owns and operates non-nuclear generating facilities 
FirstEnergy Corp., a public utility holding company 
FirstEnergy Fadlities Services Group, LLC. former parent of several heating, ventilation, 

air conditioning and energy management companies 
GPU, Inc., fonner parent of JCP&L, Met-Ed and Penelec, which merged with FirstEnergy on 

November 7, 2001 
Jersey Centt-al Power & Light Company, a New Jersey elecbic utility operating subsidiary 
JCP&L Transition Funding LLC, a Delaware limited liability company and issuer of ttansltion bonds 

JCP&L Transition Funding 11 LLC, a Delaware limited liability company and issuer of tt-ansition bonds 

Mettopditan Edison Company, a Pennsylvania electric utility operating subsidiary 
MYR Group, Inc., a utility irrfrasttucture consttiiction service company 
FirstEnergy Nudear Generation Corp.. owns nudear generating facilities 
Ohio Edison Company, an Ohio elecbic utility operating subsidiary 
CEl.OEandTE 
Met-Ed, Penelec and Penn 
Pennsylvania Etecttic Company, a Pennsylvania electric utility operating subsidiary 
Pennsylvania Power Company, a Pennsylvania electtic utility operating subsidiary of OE 
PNBV Capital Tmst, a special purpose entity created by OE in 1996 
Shippingport Capitei Tmst, a special purpose entity created by CEI and TE in 1997 
The Toledo Edison Company, an Ohio electtic utility operating subsidiary 
Termobarrenquilla S.A. Empresa de Servicios Publicos 

The tollowing abbreviations and acronyms are used to identify frequently used terms in this report 

AEP 
A U 
AOCL 
APB 
APB25 
APIC 
AQC 
ARB 
ARO 
BCIDA 
BGS 
BPJ 
CAA 
CAIR 
CAMR 
CAT 
CAVR 
CBP 
CO2 
CTC 
DCPD 

American Elecbic Power Company, Inc. 
Administrative Law Judge 
Accumulated Other Comprehensive Loss 
Accounting Principles Boanj 
APB Opinion No. 25, "Accounting fbr Stock Issued to Employees" 
Additional PakJ-ln Capitei 
Air Quality Conttxjl 
Accounting Research Bulletin 
Asset Retirement Obligation 
Beaver County Industrial Devebpment Authority (Pennsylvania) 
Baste Generation Service 
Best Professional Judgment 
Clean Air Act 
Clean Air Interstate Rule 
Clean Air Mercury Rule 
Commercial Activity Tax 
Clean Air Visibility Rule 
Competitive Bid Process 
Cartjon Dioxide 
Competitive Transition Charge 
Deferred Compensation Plan for Outeide Directors 



GLOSSARY OF TERMS Conf d. 

DFI 
DOE 
DOJ 
DRA 
ECAR 
ECO 
EDCP 
EEI 
EIS 
EITF 
EITF 06-11 
EMP 
EPA 
EPACT 
ESOP 
FASB 
FERC 
FIN 
FIN 39-1 
FIN46R 
FIN 47 

FIN 48 
FMB 
FSP 
FSPSFAS 115-1 

and SFAS 124-1 
FTR 
GAAP 
GHG 
HVAC 
IRS 
ISO 
kv 
KWH 
LOC 
LTIP 
MEIUG 
MISO 
Moody's 
MOU 
MSG 
MTC 
MW 
MWH 
NAAQS 
NERC 
NJBPU 
NOPR 
NOV 
NOx 
NRC 
NSR 
NUG 
NUGC 
OAQDA 
OCA 
OCC 
OCl 
OPEB 
OVEC 

Demand for infbrmatfon 
United Stetes Department of Energy 
United States Department of Justice 
Division of Ratepayer Advocate 
East Central Area Reliability Coordination Agreement 
ElecttT^-Catalytic Oxidation 
Executive Defen-ed Compensation Plan 
Edison Electtic Institute 
Energy Independence Sttategy 
Emerging Issues Task Force 
EITF 06-11, "Accounting for Income Tax Benefite of Dividends or Share-based Payment Awands" 
Energy Master Plan 
United Stetes Environmentel Protection Agency 
Energy Pdicy Act of 2005 
Employee Stock Ownership Plan 
Financial Accounting Stendards Board 
Federal Energy Regulatory Commission 
FASB Interpretetion 
FIN 39-1, "Amendment of FASB Interpretetion No. 39" 
FIN 46 (revised December 2003), "Consolidation of Variable Interest Entities" 
FIN 47, "Accounting for Conditronal Asset Retirement Obligations - an interpretation of FASB 

Stetement No. 143" 
FIN 48, "Accounting for Uncertainty in Income Taxes-an interpretetion of FASB Stetement No. 109" 
First Mortgage Bonds 
FASB Steff Position 
FSP SFAS 115-1 and SFAS 124-1. "The Meaning of Other-TTian-Temporary Impairment and its 

Application to Certein Investmente" 
Finandal Transmission Rights 
Accounting Principles Generally Accepted in the United Stetes 
Greenhouse Gases 
Heating, Ventilation and Air-conditioning 
Intemal Revenue Service 
Independent System Operator 
Kilovolt 
Kilowatt-hours 
Letter of Credit 
Long-term Incentive Program 
Met-Ed Industrial Users Group 
Midwest Independent Transmission System Operator, Inc. 
Moody's Investtjrs Sen/ice, Inc. 
Memorandum of Understending 
Maricet Support Generation 
Market Transition Charge 
Megawatte 
Megawatt-hour 
National Ambient Air Quality Stendards 
North American Electric Reliability Corporation 
New Jersey Board of Public Utilities 
Notice of Proposed Rulemaking 
Notice of Violation 
Nitrogen Oxide 
Nuclear Regulatory Commission 
New Source Review 
Non-Utility Generation 
Non-Utility Generation Charge 
Ohio Air Quality Development Auttiority 
Office of Consumer Advocate 
Office of the Ohio Consumers' Counsel 
Otiier Comprehensive Income 
Otiier Post-Employment Benefite 
Ohio Valley Electtic Corporation 



GLOSSARY OF TERMS Cont'd. 

OWDA 
PCRB 
PICA 
PJM 
PLR 

PPUC 
PRP 
PSA 
PUCO 
PUHCA 
RCP 
REC 
RECB 
RFP 
ROP 
RSP 
RTC 
RTO 
RTOR 
S&P 
S&P 500 
SBC 
SCR 
SEC 
SECA 
SERF 
SFAS 
SFAS 13 
SFAS 71 
SFAS 87 
SFAS 101 
SFAS 106 
SFAS 107 
SFAS 109 
SFAS 115 
SFAS 123(R) 
SFAS 133 
SFAS 141 (R) 
SFAS 142 
SFAS 143 
SFAS 144 
SFAS 157 
SFAS 158 

SFAS 159 

SFAS 160 

SIP 
SNCR 
SO2 
SRM 
TBC 
TEBSA 
TMI-1 
TMl-2 
VIE 

Ohio Water Development Autiiority 
Pollution Contix>l Revenue Bond 
Penelec Industrial Customer Alliance 
PJM Interconnection L. L. C. 
Provider of l-ast Resort; an electtic utility's obligation to provide generation service to customers 

whose altemative supplier fails to deliver service 
Pennsylvania Public Utility Commission 
Potentially Responsible Party 
Power Supply Agreement 
Public Utilities Commission of Ohio 
Public Utility Holding Company Act of 1935 
Rate Certainty Plan 
Renewable Energy Certificate 
Regional Expanston Criteria and Benefits 
Request for Proposal 
Reactor Oversight Process 
Rate Stebilization Plan 
Regulatory Transition Charge 
Regional Transmission Organization 
Regional Through and Out Rates 
Stendard & Poor's Ratings Service 
Stendard & Poor's Index of Widely Held Common Stocks 
Sodetel Benefits Charge 
Selective Catelytic Reduction 
U.S. Securities and Exchange Commission 
Seams Elimination Cost Adjustment 
Supplementel Executive Retirement Plan 
Stetement of Financial Accounting Stendands 
SFAS No. 13. "Accounting for Leases" 

SFAS No. 71, "Accounting for the Effects of Certain Types of Regulation" 
SFAS No. 87, "Employers' Accounting for Pennons" 
SFAS No. 101, "Accounting for Discontinuation of Application of SFAS 71" 
SFAS No. 106. "Employers' Accounting fiar Postretirement Benefite Otiier Than Pensions" 
SFAS No. 107, "Disclosure about Fair Value of Financial Instmmente" 
SFAS No. 109. "Accounting for Income Taxes" 
SFAS No. 115, "Accounting for Certein Investtnente in Debt and Equity Securities" 
SFAS No. 123(R), "Share-Based Payment" 
SFAS No. 133, "Accounting for Derivative Instiumente and Hedging Activities" 
SFAS No. 141(R), "Business Combinations" 
SFAS No. 142, "Goodwill and Ottier Intengible Assete" 
SFAS No. 143, "Accounting for Asset Retirement Obligations" 
SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assete" 
SFAS No. 157, "Fair Value Measuremente" 
SFAS No. 158, "Employers* Accounting for Defined Benefit Pension and Other Posfretirement 

Plans-an amendment of FASB Statemente No. 87.88,106, and 132(R)" 
SFAS No. 159, "The Fair Value Option for Financial Assete and Financial Liabilities - Including an 

Amendment of FASB Stetement No. 115" 
SFAS No. 160, "Non-contt^lling Intereste in Consolidated Financial Stetements - an Amendment of 

ARB No. 51" 
Stete Implementetion Plan(s) Under the Clean Air Act 
Selective Non-Catelytic Reduction 
Sulfur Dioxide 
Spedal Reliability Master 
Transition Bond Charge 
Temrioban-anquila S.A. Empresa de Sen^dos Publicos 
Three Mile Island Unit 1 
Three Mile Island Unit 2 
Variable Interest Entity 



The following selected financial data should be read In conjunction with, and is qualified in its entirety by reference to, tiie sedions entitled 
"Managements Discussion and Analysis of Finandal Condition and Results of Operations" and with our consolidated finandal stetemente and 
the "Notes to Consolidated Financial Stetements." Our Consolidated Statements of Income are not necessarily Indicative of future conditions or 
results of operations. 

FIRSTENERGYCORP. 

SELECTED FINANCIAL DATA 

For the Years Ended December 31, 

Revenues 

Income From Continuing Operations 

Net Income 

Basic Eamings per Share of Common Stock: 
Income from continuing operations 

Net eamings per basic share 
Diluted Eamings per Share of Common Stock: 

Income ft-om continuing operations 

Net eamings per diluted share 
Dividends Declared per Share of Common Stock '^' 
Total Assets 
Capitalization as of December 31: 

Common Stockholders' Equity 
Preferred Stock 

Long-Tenn Debt and Other Long-Temi 
Obligations 

Totel Capitelization 

2007 

$ 

12,802 

1,309 

1.309 

4.27 

4.27 

4.22 

4.22 

2.05 

32,068 

$ 8,977 

8,869 

(in millions 

11,501 

1,258 

1,254 

3.85 

3.84 

3.82 
3.81 

1.85 

31.196 

9,035 

8.535 

$ 
$ 
$ 

$ 
$ 

$ 
$ 
$ 
$ 

ptperst t i 

11,358 

879 

861 

2.68 

2.62 

2.67 

2.61 

1.705 
31,841 

9,188 

184 

8,155 

6 amounts) 

$ 11,600 

$ 
$ 

$ 
$ 

$ 
$ 
$ 
$ 

907 

878 

2.77 

2.68 

2.76 

2.67 

1.9125 
31,035 

8,590 
335 

10,013 

2003 

10,802 

494 

423 

1.63 

1.39 

1.62 

1.39 

1.50 

32,878 

8,290 
335 

9,789 
$ 17,846 $ 17,570 $ 17,527 $ 18,938 $ 18,414 

Weighted Average Number of Basic 
Shares Outstending 306 324 328 327 304 

Weighted Average Number of Diluted 
Shares Outstending 310 327 330 329 305 

(1) Dividends dedar^d in 2007 indude three quartehy paymente of $0.50 per share in 2007 and one quarterly payment of $0.55 per share pa^U^ 
2008, increasing the indicated annual dividend rate from S2.00 to S2.20 per share. Dividends dedared in 2006 indude three quarteriy parents of 
$0.45 per share in 2006 and one quarterly paymwit of $0.50 per share paid in 2007. DMdends declared in 2005 indude two quarterly payments of 
$0.4125 per share In 2005, one quarterly payment of $0.43 per share in 2005 and one quarterly payment of $0.45 per share in 2006. Dividends 
declared in 2004 indude four quarterly dividends of $0,375 per share paid in 2004 and a quarterly dividend of $0.4125 per share paid in 2005. 
Divtderids declared in 2003 indude four quarterly dividends of $0,375 per sfiare. 

PRICE RANGE OF COMMON STOCK 

2006 

The common stock of FirstEnergy Corp. is listed on the New Yoric Stock Exchange urKler the symbol "FE" and is traded on ottier regi^red 
exchanges. 

2007 
First Quarter High-Low 
Second Quarter High-Low 
Third Quarter High-Low 
Fourth Quarter High-Low 
Yearly High-Low 

$ 67.11 
$ 72.90 
$ 68.31 
$ 74.98 
$ 74.98 

57.77 
62.56 
58.75 
63.39 
57.77 

$ 52.17 
$ 54.57 
$ 57.50 
$ 61.70 
$ 61.70 

$ 47.75 
$ 48.23 
$ 53.47 
$ 55.99 
$ 47.75 

Prices are from http://finance.yahoo.com. 

http://finance.yahoo.com


SHAREHOLDER RETURN 

The following graph shows the totel cumulative retum from a $100 Investment on December 31,2002 in FirstEnerg/s common 
stock compared with the totel cumulative retums of EEl's Index of investor-Owned Electric Utility Companies and the S&P 500. 

Total Return Cumulative Values 
($100 Investment on December 31, 2002) 

$300 

2002 2003 2004 2005 2006 2007 

FirstEnergy EEI S&P 500 

HOLDERS OF COMMON STOCK 

There were 120,100 and 119,627 holders of 304,835,407 shares of FirstEnergy's common stock as of December 31,2007 and 
January 31. 2008, respectively. Information regarding reteined eamings available for payment of cash dividends Is given in 
Note 11 (A) to the consolidated financial stetemente. 



FIRSTENERGYCORP. 

MANAGEMENrS DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

Forward-Looking Statements: This discussion includes forward-looking statements based on information currentiy available to management. 
Such statements are subject to certain risks and uncertainties. These statements include declarations regarding our management's intents, 
beliefs and cunent expectations. These statements typically contain, but are not limited to, the temns "anticipate," "potential," "expect," "believe," 
"estimate" and similar words. Forward-looking statements involve estimates, assumpthns, known and unknown risks, uncertainties and other 
factors that may cause actual results, performance or achievements to be materially different from any future results, perhrmance or 
achievement expressed or implied by such fonfl/ard-looking statements. Actual results may differ materially due to the speed and naftJ/19 of 
increased competition in the electnc utility industry and legislative and regulatory changes affe<Aing how generation rates will be determined 
following the expiration of existing rate plans in Ohio and Pennsylvania, economic or weather conditions affecting future safes and margins, 
changes in markets for energy services, changing energy and commodity market prices, replacement power costs being higher than anticipated 
or inadequately hedged, the continued ability of our regulated utilities to collect transition and other charges or to nscover increase 
transmission costs, maintenance costs being higher than anticipated, otiier legislative and regulatory changes, revised environmer^al 
requirements, including possible Gi-IG emission regulations, the uncertainty of the timing and amounts of the capitai expenditures needed to, 
among other things, implement the Air Quality Compliance Plan (including that such amounts could be higher than anticipated) or levels of 
emission reductions related to the Consent Decree resolving the New Source Review litigation or other potential regulatory initiatives, adverse 
regulatory or legal decisions and outcomes (including, but not limited to, the revocation of necessary //censes or operating permits and 
oversight) by the NRC (including, but not limited to, tiie Demand for Infonnation issued to FENOC on May 14, 2007} as disclosed in our SEC 
filings, the timing and outcome of various proceedings before the PUCO (Including, but not limited to, the distribution rate cases and the 
generation supply plan fiiing for the Ohio Companies and the successful resolution of the Issues remanded to the PUCO by the Ohio Supreme 
Court regarding the RSP and RCP, including the deferral of fuel costs) and the PPUC (including the resolution of the Petitions fbr Review filed 
with the Commonwealth Court of Pennsylvania with respect to the transition rate f^an fbr Met-Ed and Penelec), the continuing availability of our 
generating units and their ability to operate at, or near full capacity, the changing market conditions that could affect the value of assets held in 
our nuclear decommissioning trusts, pension trusts and other trust funds, the ability to comply with applicable state and federal reliability 
standards, the ability to accomplish or realize anticipated fceneffis from strategki goals (including employee workforce initiatives), tiie ability to 
improve electric commodity margins and to experience growth in the distribution business, the ability to access the pubim securities and other 
capital mari<ets and the cost of such capital, the risks and other factors discussed from time to time in our SEC flings, and otiier similar fa&ors. 
The foregoing review of factors should not be construed as exhaustive. New factors emerge from time to time, and it is not possible to predict aB 
such factors, nor assess the impact of any such factor on our business or the extent to which any factor, or combination of factors, may cause 
results to differ materially from those contained in any fonNard-looking statements. Also, a security rating is not a recommendation to buy, sell or 
hold securities, and it may be subject to revision or withdrawal at any time and each such rating should be evaluated IndeperKiently of any other 
rating. We expressly disclaim any current intention to update any fcHward-looking statements contained herein as a result of new Infonnation, 
future events, or otherwise. 

EXECUTIVE SUMMARY 

Net income in 2007 was $1.31 billion, or basic eamings of $4.27 per share of common stock ($4.22 diluted), compared witti net 
income of $1.25 billion, or basic eamings of $3.84 per sharB ($3.81 diluted) In 2006 and $861 million, or basic eamings of $2.62 
per share ($2.61 diluted) in 2005. The increase in our 2007 eamings was driven primarily by increased etectiic sales revenues, 
partially offset by increased purchased power coste, increased otiier operating expenses and higher amortization of regulatory 
assete. 

Change in Basic Eamings Per Share From Prior Year 2007 2006 2005 

Basic Eamlngs Per Share - Prior Year 
Non-core asset sales - 2007 
Saxton decommissioning regulatory asset-2007 
Tnjst securities impairment - 2007/2006 
PPUC NUG accounting adjustment-2006 
Ohio/New Jersey income tax adjusbnents - 2005 
Sammis Plant New Source Review settlement - 2005 
Davis-Besse fine/penalty - 2005 
JCP&L arbitration decision - 2005 
New regulatory assets - JCP&L settlement - 2006 
Lawsuits settlements - 2004 
Nuclear operations severance costs - 2004 
Davis-Besse extended outage impacts - 2004 
Discontinued Operations: 

Non-core asset sales/impaimients 
Other 

Cumulative effect of a diange in accounting principle 
Revenues 
Fuel and purchased power 
Amortization of regulatory assets 
Defen^l of new regulatory assets 
Other expenses 
Investment income 
Interest expense 
Reduced common shares outstending 
Basic Eamings Per Share 

$ 3.84 $ 
0.04 
0.05 
(0,03) 
0,02 

-
-
-
-
-
-
-
-

_ 
0.01 

-
2.51 

(1-51) 
(0.31) 

-
(0.43) 
(0.03) 
(0.11) 
0.22 

$ 4.27 $ 

2.62 $ 
-
-

(0.02) 
(0.02) 
0.19 
0.04 
0.10 
0.03 

(0.05) 
-
-
-

(0.02) 
(0.02) 
0.09 
0.26 

(0.43) 
0.78 
0.23 
0.25 

(0.11) 
(0.11) 
0.03 
3.84 $ 

2.68 
-
-
-
-

(0.19) 
(0.04) 
(0.10) 
(0.03) 
0.05 
0.03 
0.01 
0.12 

0.21 
(0.09) 
(0.09) 
(0.44) 
0.72 

(0.21) 
0.22 
(0.27) 
0.02 
0.02 

-
2.62 



Totel electric generation sales increased 2.5% during 2007 compared to the prior year, witii reteil and wholesale sales 
increasing 2.0%. and 4.5%, respectively. Electric distribution deliveries increased 2.6% in 2007 compared to 2006, reflecting 
load growth and higher weatiier-related usage in 2007. 

Financial Matters 

Dividends 

On December 18,2007, our Board of Directors declared a quarteriy dividend of $0.55 per share on outetendlng common stix;k, 
a 10% increase, payable on March 1, 2008. The new indicated annual dividend is $2.20 per share. This action brings our 
cumulative dividend increase to 47% since the beginning of 2005 and is consistent with our policy of susteinatite annual 
dividend gn^wth with a payout tiiat is appropriate for our level of eamings. 

Share Repurchase Programs 

On March 2, 2007. we repurchased approximately 14.4 million shares, or 4.5%, of our outstending common stock under an 
accelerated share repurchase program at an initial purchase price of approximately $900 million, or $62.63 per share. We paid 
a final purchase price adjustment In cash on December 13, 2007, resulting in a final purchase price of $942 millton, or $65.54 
per share. 

On August 10,2006, we repurchased approximately 10.6 million shares, or 3.2%, of our outstending common stock through an 
accelerated share repurchase program. The initial purchase price was $600 million, or $56.44 per share. We paid a final 
purchase price adjustinent of $27 million in cash on April 2. 2007. Under tiie two programs, we have repurchased 
approximately 25 million shares, or 8%, of the totel common shares tiiat were outetendlng in July 2006. 

Safe and Leaseback Transaction 

On July 13,2007, FGCO completed a $1.3 billion sale and leaseback ti^nsaction for ite 779 MW interest in Unit 1 of tiie Bruce 
Mansfield Plant. The terms of tiie agreement provide for an approximate 33-year lease of Unit 1. We used the net, after-tex 
pnsceeds of approximately $1.2 billion to repay short-temn debt tiiat was used to fund the approximately $900 million share 
repurchase program and $300 million pension contilbution. FES' registi^tion obligations under tiie registiation righte agreement 
applicable to the ti'ansaction were satisfied in September 2007, at which time the ti^nsaction was classified as an operating 
lease under GAAP for FES and us. The $1.1 billion book gain from the transactton was de ten t and will be amortized ratebly 
over the lease temi. FGCO continues to operate ttie plant under tiie tenns of the lease agreement and is entitied to the plant's 
output 

Credit Rating Agency Action 

On March 26,2007, S&P assigned ite corporate credit rating of BBB to FES and on March 27, 2007, Moody's issued a rating of 
Baa2 to FES. FES is ttie holding company of FGCO and NGC, ttie owners of our fossil and nuclear generation assets, 
respectively. Both S&P and Moody's cited the strength of our generation portfolio as a key conbibutor to tiie investment grade 
credit ratings. 

On October 18, 2007, S&P revised their outiook for us and our subsidiaries to negative from steble, citing the exposure of our 
generating assete in Ohio and Pennsylvania to mari<et commodity risk. 

On November 2, 2007, Moody's revised tiieir outiook for us and our subsidiaries to steble fi^m positive, citing a downward 
ti^nd in financial metrics, our near-temri capitei expenditure program and increased regulatory uncertainty. 

Extension and Amendment of Credit Facility 

On November 20. 2007, we and certain of our subskliaries, agreed, pursuant to a Consent and Amendment with ttie lenders 
under our $2.75 billion credit tecility dated as of August 24, 2006, to extend tiie termination date of ttie facility for one year to 
August 24, 2012. We also agreed to amendmente that will permit us to request an unlimited number of additional one-year 
extensions of the tecility termination date upon shorter notice than provided by the original tecility temns, which permitted only 
two such extensions. In addition, the amendments increase FES' txirrowing sub-limit under the credit tecility to up to $1 billion 
and remove any requiremente for tiie delivery of a parentel guaranty of FES' obligations. 

New Financings 

On March 27, 2007, CEI issued $250 million of 5.70% unsecured senior notes due 2017. The proceeds from the ti^nsaction 
were used to repay short-term borrowings and for general corporate purposes. 



On May 21, 2007, JCP&L issued $550 million of senior unsecured debt securities. The offering was in two ti^nches, consisting 
of $250 million of 5.65% senior notes due 2017 and $300 million of 6.15% senfor notes due 2037. The proceeds from tiie 
transaction were used to redeem all of JCP&L's outetendlng FMBs, repay short-term debt and repurchase JCP&L's common 
stock from FirstEnergy. 

On August 30, 2007, Penelec issued $300 million of 6.05% unsecured senior notes due 2017. A portion of the net proceeds 
from the issuance and sale of the senior notes was used to fond tiie repurchase of $200 million of Penelec's common stock 
from FirstEnergy. The remainder was used to repay short-temn bomswings and for general corporate purposes. 

On October 4, 2007, FGCO and NGC closed on the Issuance of $427 million of PCRBs. Pnaceeds from tiie Issuance were 
used to redeem an equal amount of outetendlng PCRBs originally issued on behaff of Hie Ohto Companies. This transaction 
brings the total amount of PCRBs ti-ansfen^d from tiie Ohio Companies and Penn to FGCO and NGC to approximately $1.9 
billion, witii approximately $265 million remaining to be ti^nsferred. The ti^nsfer of these PCRBs supporte the intia-system 
generation asset transfer that was completed in 2005. 

Regulatory Matters - Ohio 

Legislative Process 

On September 25, 2007, tiie Ohio Govemor's proposed energy plan was ofRciaily inti-oduced into ttie Ohto Senate as Senate 
Bill 221. The bill proposed to revise state energy policy to address electiic generation pricing after 2008, estet}lish advanced 
energy portfolio standards and energy efficiency stendards, and create GIHG emission reporting and carbon conbx>l ptenning 
requiremente. The bill also proposed to move to a "hybrid" system for detenninlng generation rates for default service in which 
electric utilities would provide regulated generation service unless they satisfy a stetutory burden to demonsti^te the existence 
of a competitive market for retail electricity. 

The Senate Energy & Public Utilities Committee conducted hearings on the bill and received testimony from kiterested pwties, 
including the Govemor's Energy Advisor, the Chairman of the PUCO, consumer groups, utility executives and others. On 
October 4. 2007, we provided testinrrony to tiie Committee citing several concerns with the intit>duced version of the bill, 
including its lack of context in which to esteblish prices. We recommended that the PUCO be provided the ctear stetutory 
autiiority to negotiate rate plans, and in the event that negotiations do not result in rate pten agreemente, a competitive bidding 
process be utilized to esteblish generation prices for customers that do not choose altemative suppliers. We also proposed 
that tiie PUCO's stetutory authority be expanded to promote sodetel programs such as energy efficiency, demand response, 
renewable power, and infi^structure improvemente. Several proposed amendmente to tiie bill were submitted, including those 
from Ohio's investor-owned electric utilities. On October 25, 2007, a substitute version of the bill, which incorporated certain of 
the proposed amendments, was introduced into the Senate Energy & Public Utilities Committee. On Octotier 31, 2007, tiie 
Ohio Senate passed Substitute Senate Bill 221. Among other tilings, tiie bill outiines a process for esteblishing electiicity 
generation prices beginning in 2009, and includes a requirement that at least 25% of tiie stete's electricity come from advanced 
energy technologies by 2025, witii at least one-half of that amount coming from renewabte resources. 

In November 2007, the Ohio House of Representetives refen*ed the bill to tiie House Public Utilities Committee, which has 
since conducted various topic-based hearings on the bill. Testimony has bteen received fiom interested parties, induding the 
Chairman of the PUCO, consumer groups, utility executives and others. On November 14, 2007, we provided testimony on tiie 
history and status of deregulation in Ohio. We said tiiat Ohioans should have the opportunity to partidpate in the competitive 
electricity marketplace as provided for under Ohio's 1999 deregulation law, Senate Bill 3, which set the stege for tong-term 
price moderation as well as more reliable and responsive service for Ohio's customers. On November 28, 2007, we provided 
fortiier testimony expressing the industiy's concerns with Substitute Senate Bill 221. We said tiie legislation should be modified 
to provide the PUCO with expanded regulatory tools and stetufasry autiiority to negotiate rate plans, and to indude a true maricet 
rate option. At this time, we cannot predict the outcome of tiiis process nor determine the impact, if any, such legislation may 
have on our operations. 

Distribution Rate Request 

On June 7, 2007. tiie Ohio Companies filed their base distiibution rate increase request and supporting testimony wrtii the 
PUCO. The requested increase of approximately $332 million in annualized distiibution revenues (updated on August 6,2007) 
is needed to recover expenses related to distribution operations and the coste deferred under previously approved rate plans. 
The new rates would beconne effective witii the first billing cycle in January 2009 for OE and TE, and approximately May 2009 
for CEI. Concun-ent witii tiie effective dates of the proposed distribution rate increases, ttie Ohio Companies will reduce or 
eliminate their RTC revenues, resulting in an estimated net reduction of $262 million on the regulated portion of customers' 
bills. 



On December 4, 2007, the PUCO Steff Issued ite Steff Reporte conteining the resulte of their investigation into the distribution 
rate requesL In its reporte, the PUCO Steff recommended a distiibution rate increase in the range of $161 million to $180 
million, compared to the C^io Companies' request of $332 million. On January 3, 2008, the Ohio Companies and intervening 
parties tiled objections to the Staff Reports and on January 10, 2008, the Ohio Companies filed supplementel testimony. 
Evidentiary hearings were commenced on January 29, 2008 and continued tiirough February 2008. During the evidentiary 
hearings, the PUCO Steff submitted testimony decreasing tiieir recommended revenue increase to a range of $114 million to 
$132 million. The PUCO is expected to render ite decision during the second or third quarter of 2008. 

Generation Supply Proposal 

On July 10,2007, tiie Ohio Companies filed an application witii tiie PUCO requesting approval of a comprehensive supply plan 
for providing generation service to customers who do not purchase electricity fix>m an altemative supplier, beginning January 1, 
2009. The proposed competitive bidding process would average tiie resulte of multiple bidding sessions conducted at different 
times during the year. The final price per kilowatt-hour induded in rates would reflect an average of tiie prices resulting fiiom all 
successfol bid sessions. In tiieir tiling, tiie Ohio Companies offered two alternatives for sbiicturing the bids, either by customer 
dass or a "slice-of-system" approach. A slice-of-system approach would require tiie successfol bidder to be responsibte for 
supplying a fixed percentege of the utility's total load notwithstending tiie customer's dassification. The proposal also provides 
the PUCO with the option to phase in generation price increases for any residential teriff group if the outcome of a bid would 
ottienvise result in an increase in average totel price of 15% or more. On August 16, 2007, tiie PUCO held a technical 
conterence for interested parties to gain a better understending of ttie proposal. Initial and reply commente on the proposal 
were filed by various parties in September and October, 2007, respactively. The proposal is currentiy pending before ttie 
PUCO. 

RCP Fuel Remand 

On August 29, 2007, the Supreme Court of Ohio upheld findings by ttie PUCO, approving several provisions of tiie Ohio 
Companies' RCP. The Court, however, remanded back to tiie PUCO for forther consideration the portion of the PUCO's RCP 
onJer that authorized ttie Ohio Companies to collect defen-ed foel costs through future distribution rates. The Court found 
recovery of competitive generation service coste tiirough noncompetitive distiibution rates unlawful. The PUCO's onder had 
authorized ttie Ohio Companies to defer increased foel coste incun^d from January 1, 2006 through December 31. 2008, 
induding interest on the deferred balances, and to recover these deferred coste over a 25-year period beginning in 2009. On 
September 7, 2007, the Ohio Companies filed a Motion for Reconsideration with tiie Court on the issue of tiie deferred foel 
coste, which the Court later denied on November 21. 2007. On September 10, 2007, tiie Ohio Companies filed an Application 
on remand witii the PUCO proposing tiiat the increased fuel coste be recovered tiirough two generation-r^ated foel cost 
recovery riders during tiie period of October 2007 tiirough December 2008. On January 9.2008 tiie PUCO approved the Ohio 
Companies' proposed foel cost rider to recover foel coste incurred from January 1, 2008 through December 31, 2008, which is 
expected to be approximately $167 million. The foel cost rider was effective January 11, 2008 and will be adjusted and 
reconciled quarteriy. In addition, the PUCO ordered tiie Ohio Companies to file a separate application for an alternate recovery 
mechanism to collect tiie 2006 and 2007 detened foel costs. On February 8, 2008, the Ohio Companies filed an appitoation 
proposing to recover $220 million of deferred foel coste and carrying charges for 2006 and 2007 pursuant to a separate foel 
rider, with altemative options for the recovery period ranging from 5 to 25 year^. This second application is pending before the 
PUCO. 

Renewable Energy Option 

On August 15, 2007, tiie PUCO approved a stipulation filed by the Ohio Companies, PUCO Steff and tiie OCC tiiat creates a 
green pricing option for customers of the Ohio Companies. The Green Resource Program enables customers to support the 
development of altemative energy resources tiirough their voluntery participation in ttiis altemative to the Ohio Companies' 
standard service oflBr for generation supply. The Green Resource Program provides for the Ohio Companies to purchase 
RECs at prices detennined tiirough a competitive bidding process monitored by the PUCO. 

Regulatory Matters - Pennsylvania 

Legislative Process 

On February 1, 2007, the Governor of Pennsylvania proposed an EIS. The EIS Indudes four pieces of proposed tegisiation 
tiiat, according to the Govemor, are designed to reduce energy coste, promote energy independence and stimulate ttie 
economy. Elements of the EIS include the insteliation of smart meters, fonding for solar panels on residences and small 
businesses, conservation and demand reduction programs to meet energy growth, a requirement that electric distiibution 
companies acquire power that results in tiie "lowest reasonable rate on a long-term basis," tiie utilization of micro-grids and a 
tiiree year phase-in of rate increases. 



On July 17, 2007 the Govemor signed into law two pieces of energy legislation. The flrst amended the Altemative Energy 
Portfolio Stendards Act of 2004 to, among otiier ttiings, increase ttie percentege of solar energy ttiat must be suppfied at ttie 
condusion of an electi'ic distribution company's transition period. The second law allows electric distiibution companies, at ttiekr 
sole discretion, to enter into long-term conti^cte witii large customers and to buiki or acquire intereste in electiic generation 
fadlities specifically to supply long-term contiacte witti such customers. A spedal tegislative sesston on energy was convened 
in mid-September 2007 to consider other aspecte of tiie EIS. The final form ĉ  any legislation arising from tiie special legislative 
session is uncertein. Consequently, we are unable to predict what impact, if any, such legislation may have on our operations. 

Penn's Interim Default Service Supply 

On May 2, 2007, Penn made a filing with the PPUC proposing how it will procure ttie power supply needed for default service 
customers beginning June 1, 2008. Penn's customers tiansitioned to a folly competitive maricet on January 1, 2007, and ttie 
default service plan ttiat ttie PPUC prevbusly approved covered a 17-montii period tiirough May 31,2008. The filing proposed 
tiiat Penn procure a foil-requirements product, by customer dass, ttirough multiple RFPs witfi staggered delivery periods 
extending tiirough May 2011. It also proposed a 3-year phase-out of promotional generation rates. 

On September 28, 2007, Penn filed a Joint Petition for Settlement resolving all but one issue in tiie case. Briefe were also fHed 
on September 28, 2007 on the unresolved issue of incrementel uncollectible accounte expense. The setUement was either 
supported, or not opposed, by all parties. On December 20, 2007, ttie PPUC approved tiie setU^nent except for tiie foil 
requirements tranche approach for residential customers, which was remanded to the ALJ for fortiier proceedings. Under tiie 
terms of ttie Settlement Agreement, ttie default senrice procurement for small commerdal customers will be done witti multiple 
RFPs, while the default sen/ice procurement for large commerdal and industiiai customers will utilize houriy pricing. Bids in tiie 
first RFP for small commercial load were received on February 20. 2008. In February 2008, p ^ e s filed direct and rebuttal 
testimony in the remand proceeding for the residential procurement approach. An evidentiary hearing was held on February 26, 
2008. and ttiis matter is expected to be presented to tiie PPUC for ite consideration by March 13,2008. 

Commonwealth Court Appeal 

On January 11, 2007, ttie PPUC issued ite onJer in ttie Met-Ed and Penelec 2006 comprehensK'e tiansition rate cases (see 
Note 10(C)). Met-Ed and Penelec subsequently appealed tiie PPUC's dedsion on ttie denial of generation rate relief and on a 
consolidated income tex adjustment related to tiie cost of capitei to ttie Pennsyh/ania Commonwealtti Court, while ottier parties 
appealed tiie PPUC's decision on ti'ansmission rate relief to tiiat court. Initial briete in the appeals were filed on June 19. 2007. 
Responsive briefe and reply briefe were filed on September21, 2007 and Octobers, 2007, respec^vely. Oral argumente are 
expected to teke place in eariy 2008. 

Generation 

Our generating fleet produced 81.0 billion KWH during 2007 compared to 82.0 billion KWH in 2006. Our nudear fleet produced 
a record 30.3 billion KWH, while tiie non-nuclear fleet produced 50.7 bilHon KWH. 

During 2007. generation capacity at several of our units increased as a result of wc»i< completed in connection witti outeges for 
refoeling or otiier maintenance. These capacity additions were achieved in support of our operating sbBtegy to 
maximize existing generation assete. The resulting increases in ttie net demonsti-ated capacity of our generating unite are 
summarized below: 

2007 Power Uprates (MWQ 
Fossil: 

Bruce Mansfield Unit 3 
Seneca Unit 2 

Nudear 
Beaver Valtey Unit 1 
Beaver Valley Unit 2 

Total 

30 
8 

38 

43 
24 
67 

m 
Our supply portfolio was also enhanced during tiie year through tiie reduction of seasonal derates by 149 MW at our peaking 
units and through long-term conti^cts to purchase tiie output of 115 MW from wind generators. 



Complementing our sb*ategy of incrementel enhancements to our current generating fleet, FGCO identified an opportunity to 
acquire a partially completed 707-MW natural gas fired generating plant in Fremont, Ohio. On January 28, 2008, FGCO 
entered into definitive agreemente with Calpine Corporation to acquire tiie plant for $253.6 million, following a competitive bid 
process. The fadlity indudes two combined-cycle combustion fortunes and a steam turisine which are expected to be capabte 
of producing approximately 544 MW of load-following capacity and 163 MW of peaking capadty. In court documente, Calpine 
has estimated tiiat the plant is 70% complete and could become operational witiiin 12 to 18 montiis. Based on those 
documente, FGCO estimates that the additional expenditures to complete the tecility to be approximately $150 million to 
$200 million. The final cost and timeframe for constiuction are subject to FGCO's pending engineering sfody. 

Environmental Update 

In February 2007, a SNCR system was placed in-service at Unit 5 of FGCO's Eastfake Ptent, upon comptetion of a scheduled 
maintenance outege. The SNCR insteliation is part of our overall Air Quality Compliance Sti^tegy and was required under tiie 
NSR Consent Decree. The SNCR system is expected to reduce NOx emissions and help achieve reductions required by tiie 
EPA's NOx Transport Rule, 

On May 30,2007, we announced that FGCO plans to instell an ECO system on Unite 4 and 5 of the R.E. Burger Plant. Design 
engineering for ttie new Burger Plant ECO system began in 2007 with antidpated stert-up in the first quarter of 2011. 

Peny Nuclear f^wer Plant 

On March 2, 2007, the NRC retijmed ttie Peny Plant to routine agency oversight as a result of its assessment of the con'ecttve 
actions tiiat FENOC has teken over ttie last two-and-one-half years. The plant had been operating under heightened NRC 
oversight since August 2004. On May 8, 2007, as a resutt of a "white" Emergency AC Power Systems mitigating systenr̂ s 
perfonnance indicator, the NRC notified FENOC that tfie Perry Plant was being placed in the Regulatory Response Column 
(Column 2 of tiie ROP) and additional inspections would be conducted. 

On June 29, 2007, tiie Peny Plant began an unplanned outage to replace a 30-ton motor in tiie reactor recirculation system. In 
addition to tiie motor replacement, routine and preventive maintenance and several system inspections were performed during 
the outege to assure continued safe and reliable operation of the plant. On July 25.2007, the plant was retumed to service. 

On August 21, 2007, FENOC announced plans to expand used nuclear foel storage capadty at the Perry Plant. The plan calls 
for instelling above-ground, airtight steel and concrete cylindrical canisters, cooled by natural air circulation, to store used foel 
assemblies. Consti^iGtion of the new foel storage system, which is expected lo cost approximat^y $30 millfon, is scheduled to 
begin in the spring of 2008, with completion planned fbr 2010. 

Beaver Valley Power Station 

On October 24, 2007, Beaver Valley Unit 1 retumed to service foltowing completion of ite scheduled refoeling outege that 
began on September 24,2007. During the outege, tiie ten-year in-service Inspection of the reactor vessel was also completed 
with no significant issues identified. Beaver Valley Unit 1 had operated for 378 consecutive days when it was taken off line for 
the outage. 

In August 2007, FENOC filed applications with the NRC seeking renewal of the operating licenses for Beaver Valley Unite 1 
and 2 for an additional 20 years, which would extend the operating licenses to January 29, 2036, for Unit 1 and May 27, 2047, 
for Unit 2. On November 9,2007, FENOC announced that the NRC's preliminary requiremente to extend the licenses had been 
met. The NRC held a publrc meeting on November 27,2007 to discuss the license renewal. Over the next two years, the NRC 
will conduct audite and an environmentel survey. A decision on the applications is expected in ttie third quarter of 2009. 

Davis-Besse Nuclear Power Station 

On May 14,2007, the NRC issued a Demand for Information to FENOC reganding two reports prepared by expert wrtiiesses for 
an insurance artDitiration related to Davis-Besse. On June 13, 2007, FENOC filed a response to tiie NRC's Demand for 
Infonnation reaffimning tiiat it accepte foil responsibility for tiie mistekes and omissions leading up to the damage to the reactor 
vessel head and that it remains committed to opereting Davis-Besse and our other nuclear plante safely and responsibly. In 
follow-up discussions, FENOC was asked to provide supplementel information to darify certain aspecte of the Demand for 
Infonnation response and provide additional deteils regarding plans to implement the commitmente made therein. FENOC 
submitted this supplemental response to ttie NRC on July 16, 2007. On August 15, 2007, the NRC issued a confinnatory order 
imposing ttiese commitmente. FENOC must inform Uie NRC's Office of Enforcement after it completes tiie key commitinente 
embodied in tiie NRC's order. FENOC's compliance witii these commitmente is subject to fufore NRC review. 

On February 14, 2008, Davis-Besse retumed to service following completion of ite scheduled refoeling outege, which began on 
Decemt)er 30, 2007. in addition to repladng 76 of the 177 foel assemblies, several improvement projecte were completed, 
induding rewinding the turbine generator and reinforcing welds on plant equipment. 



FIRSTENERGY'S BUSINESS 

We are a diversified energy company headquartered in Akron, Ohio, that operates primarily through three core business 
segmente (see "Resulte of Operations"). 

• Energy Delivery Services transmite and distributes electiicity tiirough our eight utility operating companies, serving 
4.5 million customers witiiin 36,100 square miles of Ohio, Pennsylvania and New Jersey and purchases power for ite 
PLR and default service requiremente in Pennsylvania and New Jersey. This business segment derives ite revenues 
principally from the delivery of electricity within our service areas, cost recovery of regulatory assete and the sale of 
electiic generation service to reteil customers who have not selected an altemative supplier (default servtoe) in its 
Pennsylvania and New Jersey fi^nchise areas. Ite net income reflecte tiie commodity coste of securing etectricity 
from our competitive energy services segment under partial requiremente purchased power agreemente witii FES and 
from non-affiliated power suppliers, Including, in each case, associated transmission coste. 

The service areas of our utilities are summarized below: 

Company 
OE 

Penn 

CEI 

TE 

JCP&L 

Met-Ed 

Penelec 

ATSI 

Area Served 
Central and Northeastern Ohio 

Westem Pennsylvania 

Norttieastem Ohio 

NorUiwestem Ohio 

Norttiem, Westem and East 
Central New Jersey 

Eastem Pennsylvania 

Westem Pennsylvania 

Service areas of OE, Penn, 
CEI and TE 

Customers Served 
1,040,000 

159,000 

756.000 

313,000 

1,087,000 

548.000 

589,000 

• Competitive Energy Services supplies the electric power needs of end-use customers through retSHl and whotesate 
an-angemente, induding assodated company power sales to meet all or a portion of the PLR and default serwce 
requirements of our Ohio and Pennsylvania utility subsidiaries and competitive reteil sales to customers p r i m l y in 
Ohio, Pennsylvania, Maryland and Michigan. This business segment owns or teases and operates 19 generating 
facilities witii a net demonsti^ted capadty of approximately 13,664 MWs and also purchases eleotridty to meet sales 
obligations. The segment's net income is primarily derived flxim afflliated company power sales and non-affiliated 
electric generation sales revenues less the related coste of electridty generation, induding purchased power and net 
fransmission and andllary costs charged by PJM and MISO to deliver energy to the segment's customers. 

• Ohio Transitional Generation Services supplies the etectric power needs of non-shopping customers under the 
default service requirements of our Ohio Companies. The segment's net income is primarily derived fi^m electric 
generation sales revenues less tiie cost of power purchased from tiie competitive energy services segment tiirough a 
foll-requiremente PSA anangement with FES, including net b^nsmission and ancillary coste charged by MISO to 
deliver energy to retail customers. 

Other operating segments include HVAC sendees (divestifore completed in 2006) and telecommunication services. We have 
substantially completed tiie divestiture of our non-<x}re businesses (see Note 8 to tiie consolidated flnandal stetemente). The 
assete and revenues for the other business operations are below tiie quantifiable tiireshold for separate disdosure as 
"reporteble operating segments." 

STRATEGY AND OUTLOOK 

We have developed four primary objectives tiiat support our business fondamentels including improving operating 
performance, strengthening financial results, enhancing shareholder value and ensuring a safe work environment. To 
achieve these goals, we have implemented strategies that are expected to enable us to maximize our perfonnance by 
successfully managing the transition to competitive generation markete; investing in our transmission and distritnjtion 
infrastructure to enhance system reliability and customer service; reinvesting in our generating assete for cost-effective 
growth and environmentel improvement; effectively managing commodity supplies and risks; and delivering consistent and 
predictable financial results. 



Transition to Competitive Generation Markets 

2004 to 2006 

From 2004 to 2006, our efforts included preparing for competitive generation maricets by improving the operational 
performance of our generating fleet and tiie reliability of our ttansmission and distribution system. Key to preparing for 
maricet competition for generation was transfening ownership of our generating assets in 2005 from the Ohto Companies 
and Penn to subsidiaries of FES, our competitive generation subsidiary. Witii the previous divestiture of generation assete 
by JCP&L, Met-Ed and Penelec, and JCP&L's transition to competitive generation markets through the New Jersey BGS 
auction, we gained experience in producing and acquiring competitively priced electridty for customers while delivering a 
fair retum to shareholders. We anticipate leveraging this experience wlien we transition to competitive generation markets 
in Ohio. 

To fadlitate a smooth transition to competitive generation markete. we developed and received PUCO approval of a Rate 
Stebilization Plan (RSP) tiiat was implemented in August 2004. This plan, along with the Rate Certainty Plan (RCP) 
approved in January 2006, provided Ohio customers with reliable generation supply and price stebility through 2008. 

We focus our continuing ti-ansition to maricet generation prices in Ohio and Pennsylvania over three periods - 2007 to 2008, 
2009 to 2010, and beyond. 

2007 to 2008 

Effective January 1, 2007, we successfully transitioned Penn to reteil rates for generation service derived fi^m a 
competitive, wholesale power supply procurement process in Pennsylvania. During tiie year we also completed 
comprehensive rate cases for Met-Ed and Penelec, which better aligned tiieir distribution and transmission rates to their rate 
base and costs to serve customers. However, Met-Ed and Penetec were unsuccessfol in securing approval for generation 
rate increases. As a result, FES expects to continue to provide both companies v ^ partial requirements for tiieir PLR and 
default service load of up to approximately 20 billion KWH at below-market prices through the end of 2010 when their 
current rate freeze ends. In Ohio, the first distribution rate cases in more than a decade were fited by our Ohio Companies in 
2007. However, new rates are not expected to be implemented until 2009. 

Our transition to competitive generation maricete was supported by continuing strong operational results in 2007 led by 
generation output of 81 billion KWH. During the year, the net-demonstrated capadty at several of our units was increased 
by a totel of 105 MW tiirough cost-effective unit upgrades. We signed long-term contracte to purchase 115 MW of output 
from wind generators and made plant improvements that eliminated tiie impact of 149 MW of seasonal reductions in 
generating output caused by elevated summer temperature conditions on our peaking units. We also continued to improve 
transmission and distribution system reliability and customer service. 

As we look ahead to 2008, we expect to continue our focus on operational excellence with an emphasis on continuous 
improvement in our core business to position for success in the next market ti'ansltion phase. This includes continued 
investinent in projecte to increase our generatton capacity and energy production capability as well as programs to continue 
to improve the reliability of our ti'ansmission and distribution systems. We also intend to remain actively engaged in shaping 
the regulatory landscape in Ohio and Pennsylvania, which is discussed in greater detail under "Legislative Outiook," "Capitei 
Expenditures Outiook" and "Environmentel Outiook" below. 

With no expected rate increases to offset significantiy higher Ohio transition cost amortization expense, coupled with higher 
depreciation expense and general taxes from increased investinente in our energy delivery business and AQC projects as 
discussed more fully under "Environmentel Outlook" below, we expect 2008 earnings growtti to moderate compared to 
recent years. Expected drivers of 2008 eamings, iDoth positive and negative, are discussed more folly below under 
"Financial Outtook." 

2009 to 2010. and Bevond 

Under cun-ent stete law. the defautt service obligation for tiie Ohto Companies is scheduled to move to the competitive 
generation market on January 1, 2009. This is expected to provide our competitive energy services business with an 
opporfonrty to capture market-based reteil generation rates for the incrementel load (approximately 51 billion KWH in 2007) 
currentiy sold to tiie Ohio Companies under existing PSAs at below-market prices to cover defautt service obligations. We 
also expect to implement higher distribution rates for our three Ohio Companies in 2009 as a resutt of rate cases filed in 
2007. Transition cost amortization related to the existing rate plans ends for OE and TE on December 31, 2008, and 
approximately May 2009 for CEI 
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There are two primary factors in 2009 tiiat we expect will adversely impact financial resulte for 2009 and 2010. The first is 
declining margins from the RSP and RCP. These plans helped us recover transition coste, but over time the benefit received 
from those plans will cease. The most signiflcant impact will occur in 2009 when RTC revenues significantiy dedine and 
cost deferrals for infrastructure improvemente end. These reductions are expected to be partially offeet by a substential 
decrease in transition cost amortization noted atx)ve. 

The second factor is tiie scheduled termination - at the beginning of 2009 - of a favorably priced tiiinj-party supply contract 
serving Met-Ed and Penelec default service customers. Currentiy, we expect FES will supply an estimated additional 
4.5 billion KWH from ite supply portfolfo under the existing contract witti Met-Ed and Penelea However, because retail 
generation rates for these two subsidiaries are frozen at a level below current market prices through the end of 2010, FES 
will incur the related opportunity cost in 2009 and 2010 since it will be unable to sell this power at the higher market prices. 

Another major fransition period in Pennsylvania will t>egin in 2011 as the current rate freeze on Met-Ed and Penelec's reteil 
generation rates is expected to end. The companies expect to obtain tiieir power supply from the competitive wholesale 
market and folly recover their costs through reteil rates. Until then, we expect FES vinll provide approximately 20 billion KWH 
of below-market priced power to serve Met-Ed and Penelec's load in 2009 and 2010. including the load applicable to the 
expiririg conti'act refen-ed to above. Beginning in 2011, we expect to redeploy tiiis power to captijre tiie potential upside firom 
market-based generation rates. 

We will continue to be actively engaged in ttie regulatory process in Ohio and Pennsylvania as we strategically manage tiie 
transition to competitive generation markete. We also pten to continue our efforte to extract additional production capability 
from existing generating plants as discussed under "Capitei Expenditures Outiook" below and carefolly deploy our cash flow, 
striving for continuous improvement, while mainteining the strategic flexibility we will need as we move through tiiese 
transitions. 

Legislative Outlook 

Efforts are underway by botti the executive and legislative tiranches of govemment in Ohio and Pennsylvania to introduce 
new energy legislation. There are multiple issues being considered, including, but not limited to, how the transition to 
competitive generation markets will occur in each stete. See "Regulatory Matters - Ohio" and "Regulatory Matters -
Pennsylvania" above. 

The major legislative effort in Ohio is centered on tiie Govemor's proposed energy plan, which was oflidally introduced into 
the Ohio Senate as Senate Bill 221. The bill proposed to revise stete energy poficy to address electiic generation pricing 
after 2008. establish advanced energy portfolio stendards and energy effictency standards, and create greenhouse gas 
emission reporting and carbon confrol planning requirements. The bill also proposed to move to a "hybrid" system for 
determining rates for default service in which electric utilities would provide regulated generation service unless they satisly 
a stetutory burden to demonstrate the existence of a competitive generation maricet for retell elecbidty. 

We were among tiie interested parties who have provided testimony on tiie bill during hearings in botii the Ohio Senate and 
the House. 

The House Public Utilities Committee conducted topic-based hearings and public hearings between November 2007 and 
February 2008. The House Committee also received testimony on the bill's altemative options for estebllshing electric 
generation pridng in 2009. The elecbic utility industiys primary concem is tiiat the current version of the bill does not offer a 
true hybrid approach because it does not provide ttie PUCO vinh adequate stetijtory autiiority to continue ttie success of rate 
plans or to otter customers tiie benefite of a competitive generation marketplace. 

In Pennsylvania, a number of energy-related tegislative proposals have been introduced, induding plans to fond tiie 
Govemor's proposed $850 million Energy Independence Fund. As proposed, tiie Fund would be created through a systems-
benefit charge added to customers' bills that would support clean energy activiti'es. Legislation was unveiled in February 
2007, but failed to pass as part of tiie state budget The Govemor began a special energy session on September 24, 2007, 
announcing the identical proposal. On December 12, 2007, the Pennsylvania Senate passed SS SB1. "Attemative Energy 
Investment Act" which, as amended, vwuld provide $650 million over 10 years in funding to implement the Govemor's 
proposal. The bill was refen-ed to tiie House Environmentel Resources and Energy committee where it awaite conskleration. 
Other legislation has been infroduced to address generation procurement, expiration of rate caps, consen/ation, demand 
side management, smart meters and renewable energy. 

11 



Financial Outlook 

Our primary finandal focus is on: 

• Delivering consistent financial resulte, 

• Mainteining and building our financial strength and fiexibility, and 

• Using our cash flow to benefit investors and maintain or improve our investment-grade ratings. 

Positive eamings drivers in 2008 are expected to include: 

• incrementel growth in distribution sales due to more customers and approximately 1-2% higher electricity use from 
2007 levels, 

• Lower operation and maintenance expenses as a result of fewer scheduled outege days in our generating fleet 
compared to 2007, 

• Lower financing coste compared to 2007 when short-term borrowing levels remained high for a signtticant portion of 
that year as a resutt of our interim financing of the approximately $900 million accelerated share repurchase 
program in March and a $300 million votuntery pension contribution in January. These borrowings were repaid with 
the proceeds from the $1.3 t»llion Bruce Mansfield Unit 1 sale and leaset>ack tiransaction. Without similar needs for 
short-tenm financing in 2008, we expect a decrease in borrowing costs. 

• On a per share basis, a foil year benefit from the reduced number of common shares outstending resulting from ttie 
accelerated share repurchase program executed in March 2007, and 

• Increased generation output. We expect to generate approximately 85 billion KWH in 2008 compared to 81 billion 
KWH in 2007 as we continue to focus on excellence in operational performance, including njnning ttie plante more 
efficienUy and effectively. 

Negative eamings drivers in 2008 are expected to indude: 

• Ohio transition cost amortization expense, a non-cash item, will be approximately $69 million higher under the 
amortization schedules in our current Ohio rate plans, 

• Depreciation expenses and property taxes will be higher as we continue to invest capitei in our business. These 
investinente include our expenditures for distribution and reliability programs and for our AQC projects, and 

• Fuel and purchase power expenses will continue to increase. 

Net cash from operating activities in 2007 was $1.7 billion which includes a $300 million reduction for the voluntery pension 
contribution made in January. In 2008, we expect net cash from operations will increase to approximately $2.3 biltion. 

As we enter 2009, we expect to capture the potential upside from market-based generation rates in Ohio. Beginning at tiiat 
time, we also should see a dedine in AQC-related capitei expenditure levels, providing an increase in free cash flow. 

A driver for longer-temn eamings growth is our effort to improve the utilization and output of our generation fleet. We are also 
expecting timely recovery of costs and capital investmente in our regulated business. We plan to invest approximately $3.7 
biltion in our regulated energy delivery services business during the 2008-2012 period and to pursue timely recovery of 
those coste in rates. We also expect rising prices for fuel, purchased power and other operating coste to continue during this 
period. 

Capital Expenditures Outlook 

Our capitei expenditures forecast for 2008-2012 is approximately $7.6 t>illion. Approximately $1.3 t^llion of this relates to 
AQC projecte discussed under "Environmentel Outiook" below. Annual expenditures for this program are expected to peak 
in 2008. increasing from $386 million in 2007 to $649 million in 2008. AQC expenditures are expected to decline in 2009 to 
approximately $500 million and by eariy 2012 we expect the program to be completed. 
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Witii respect to the remainder of our business, we anticipate average annual capitei expenditures of approximately 
$1.2 billion from 2009 through 2012. Distribution and ti-ansmission reliability projects average approximately $730 million per 
year over the next five years. Expenditures for our competitive energy services business are expected to be higher than 
2008 levels as a result of capital investments to further increase tiie output of our existing generating plante and to improve 
the availability and efficiency of those fadlities in ttie future. 

Compared to the construction of new base-load generation assete, we believe our strategy of making incrementel addttions 
and operational improvements to our generating fleet to improve output and reliability provides advantages induding lower 
capitei costs, reduced technology risk, decreased risk of project cost overruns and an accelerated time to maricet for tiie 
added output. In the near-term, we do not anticipate the need for additional base-load generation. However, we will continue 
to evaluate opportunities that complement our strategy, such as acquiring the partially completed natural gas fired 
generating plant in Fremont, Ohio, to enhance our fleet. See "Generation" above for more details on the Fremont plant 

Major capitei investinents planned at our nudear plante during tills time period indude approximately $170 million for 
replacement of the steam generator at Davis-Besse. While this project is not expected to be completed until 2014, fabrication of 
some equipment is beginning. We also anticipate spending approximately $200 million for planned power uprates at Davis-
Besse, Peny and Beaver Valley during this period. Combined, tiiese expenditures represent approximately $370 million of 
increased capitei over a typical maintenance level for nudear generation during the 2008 to 2012 period. 

Projected non-AQC capital spending for 2008 and, on average, for each of tiie years in the 2009 to 2012 period are: 

Projected Non-AQC Capitei 
Spending by Business Untt 

Energy Delivery 
Nudear 
Fossil 
Corporate & Otiier 

Subtotal Vrtthout AQC 

$ 

2008 
2009-2012 
Average 

(In millfons) 
730 $ 730 
132 259 
354 168 
173 66 

1.389 $ 1,223 

Projected capitei expenditures for our AQC plan for each of ttie years 2008 ttirough 2012, and the change in annual spending, 
are: 

Projected AQC 
Capitei Spending 2008 2009 2010 2011 2012 

(In millions) 
AQC $ 649 $ 500 $ 156 $ 11 $ 4 
Change trom Prior Year 263 (149) (344) (145) (7) 

Environmental Outlook 

Witii resped to compliance with environmentel laws and regulations, we believe our generation fleet is well positioned due to 
substential investinent in pollution control equipment we have already made and wilt continue to make over the next few years 
pursuant to our AQC plan. The plan includes projecte designed to ensure tiiat all of ttie tedlitles in our generation fleet are 
operated in compliance witii all applicable emissions stendards and llmite, including NOx and SO2. It also fottills ttie 
requirements imposed by the 2005 consent decree ttiat resolved the Sammis NSR litigation. See "Environmentel Matiers" 
below. By 2010, we expect approximately 80% of our generating fleet to have foil NOx and SO2 equipment conti-ols and to have 
decreased our exposure to the volatile emission allowance maricet. 

The following table shows the percentage of our 2007 generating capadty made up of non-emitting and low-emitting 
generating unite, including coal units rett-ofitted with best availabte contiroi technology as well as projections for 2010. 

2007 2010* 

Fleet Emission Control Stetus 

Non-Emitting 
Coal Controlled (SO?/ NOx-futI contrd) 
Natural Gas Peaking 

Capacity 
<MW) 

4,581 
2,626 
1.283 
8.490 

Fleet 
% 

34 
19 
9 

62 

Capacity 
(MW) 

4,638 
5,237 
1,283 

11.158 

Fleet 

% 
34 
38 
9 

81 

^Excludes Fremont 
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Momenfom is building in the United Stetes for some fomi of greenhouse gas regulation. See "Environmentel Matters" below. 
We believe that our generation fleet is competitively positioned as we move toward a carbon-constrained worid witii about 
35% of our generation output coming from non-emitting nuclear and hydro power. 

While we have relatively low carbon intensity (i.e., CO2 emitted per KWH) due primarily to our non-emitting nuclear fleet, our 
totel CO2 emissions wilt continue to increase as fossil plant utilization increases. We are involved in the following research 
and otiier activities, as part of our GHG compliance strategy: 

• Pilot testing of CO2 capture and sequesb^tion technology. 

• Electric Power Research Institute's Coal Fleet for Tomorrow, 

• Nudear uprates and license renewals to increase and maintain FES' non-emitting nuclear unite; and 

• Participation in the DOE's Midwest Regional Carbon Sequestration Partnership, New Jersey's Clean Energy 
Program, and the EPA's Sulfur Hexafluoride Reduction Partnership. 

In addition, we will remain actively engaged in the federal and stete debate over foture environmentel requiremente and 
legislation, especially those dealing witii potential global climate change. Due to the significant uncerteinty as to tiie final 
fonn of any such legislation at both tiie federal and state levels, it is possible that we would be required to make addittonal 
capitei expenditures, which could have a material adverse impact on our financial condttion and resulte of operation. 

Achieving Our Vision 

Our success, in these and other key areas, will help us continue to achieve our vision of being a leading regional energy 
provider, recognized for operational excellenc:e, outetendlng customer service and our commitment to safety; the choice for 
long-tenn growtti. investment value and financial stiBngth; and a company driven by the leadership, skills, diversity and 
character of our employees. 

RISKS AND CHALLENGES 

In executing our sttategy, we face a number of industry and enterprise risks and challenges, induding: 

Risks arising fi^m the reliability of our power plante and ti-ansmission and distribution equipment; 

Changes in commodity prices could adversely affect our profit margins; 

We are exposed to operational, price and credit risks associated with selling and mariceting producte in the power 
markete that we do not always completely hedge against; 

Ttie use of derivative contracts by us to mitigate risks could result in financial losses tiiat may negatively impact our 
finandal resulte; 

Our risk management policies relating to energy and foel prices, and counterparty credit are by tiieir very nature risk 
related, and we could suffer economic losses despite such polides; 

Nudear generation involves risks tiiat indude uncertainties relating to health and safety, additional capitei coste, the 
adequacy of insurance coverage and nuclear plant decommissioning; 

Capitei maricet pertormance and ottier changes may decrease ttie value of decommissioning trust fond, pension fond 
assets and ottier tiust fonds which then could require significant additional fonding; 

We could be subject to higher coste and/or penalties related to mandatory NERC/FERC reliability stendards; 

We rely on transmission and distribution assete that we do not own or conttol to deliver our wholesale elecbicity. If 
transmission is disrupted induding our own ti'ansmission, or not operated effidentiy, or if capacity is inadequate, our 
ability to sell and deliver power may be hindered; 
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Disruptions in our fuel supplies couki occur, which could adversely affed our ability to operate our generation fadlities 
and impact financial resulte; 

Seasonal temperature variations, as well as weather conditions or other natural disasters coukJ have a negative 
impact on our resulte of operations and demand significantiy below or above our forecaste could adversely affect our 
energy margins: 

We are subjed to financial performance risks related to the economic cydes of the elecbic utility indusby; 

The goodwill of one or more of our operating subsidiaries may become impaired, which would resutt in write-ofte of the 
impaired amounts; 

We face certain human resource risks associated with tiie availabiltty of ttained and qualified labor to meet our fotore 
staffing requirements; 

Significant increases in our operation and maintenance expenses, including our healtii care and penston costs, coukJ 
adversely affect our foture eamings and liquidity; 

Our business is subjed to the risk tiiat sensitive customer date may be compromised, which could resutt in an 
adverse impact to our reputetion and/or resulte of operations; 

Acts of war or terrorism could negatively impact OUT business; 

Capitei improvemente and construction pn^jects may not tie completed within forecasted budget, schedule or scope 
parameters; 

We may acquire assets that could present unantidpated issues for our business in tiie Mure, which could adversely 
affect our ability to realize anticipated benefite of those acquisitions; 

Complex and changing govemment regulations could have a negative impact on our resutts of operations; 

Regulatory changes in ttie electric indusby induding a reversal, discontinuance or delay of the present trend toward 
competitive maricets could affed our competitive position and result in unrecoverable coste adversely affecting our 
business and results of operations; 

Our profitebility is impacted by our afflliated companies' continued authorization to sell power at market-based 
rates; 

There are uncerteinties relating to tiie operations of the PJM and MISO regional ti-ansmission organizations (RTOs); 

Coste of compliance with environmentel laws are significant, and tfie cost of compliance with fijtijre environmentel 
laws induding limitetions on GHG emissions could adversely affect cash fiow and profitebility; 

Availability and cost of emisston credite could materially impad our coste of operations; 

Mandatory renewable portfolio requirements could negatively affect our coste; 

We are and may become subject to legal daims arising finom the presence of asbestos or other regulated substences 
at some of our facilities; 

The continuing availability and operation of generating units is dependent on reteining the necessary licenses, 
permite, and operating authority from govemmentel entities, induding the NRC; 

Interest rates and/or a credit rating downgrade could negatively affect our financing coste and our ability to access 
capitei; 

We must rely on cash finom our subsidiaries; and 

We cannot assure common shareholders tiiat future divkjend paymente will be made, or if made, in what amounte 
tiiey may be paid. 
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RESULTS OF OPERATIONS 

The financial results discussed betow indude revenues and expenses from transactions among our business segments. A 
reconciliation of segment financial resulte is provided in Note 16 to the consolidated finandal stetements. The divested FSG 
business segment is included in "Other and reconciling adjustmente" due to ite immaterial impact on prior period finandal 
resulte. Net Income (loss) by reporteble business segment was as follows: 

Increase (Decrease) 

Net Income (Loss) 
By Business Segment: 
Energy delivery sen/nes 
Competitive energy services 
Ohio transitional generation services 
Ottier and recondling adjustments* 
Totel 

Basic Eamlngs Per Share: 
Income from continuing operations 
Discontinued operations 
Cumulative effied of a change in accounting 

principle 
Basic eamings per share 

Diluted Eamings Per Share: 
Inoome from continuing operations 

Discontinued operations 
Cumulative eflad of a change in accounting 

principle 
Diluted eamings per share 

$ 

L 

$ 

i, 

$ 

1. 

2007 

862 $ 
495 
103 

(151) 
1,309 $ 

4.27 $ 

-

-
4.27 $ 

4.22 $ 

-

-
4.22 $ 

2006 2005 2007 
(In millions, except per share 

893 $ 
393 
112 

(144) 
1.254 $ 

3.85 $ 
(0.01) 

-
3.84 $ 

3.82 $ 

(0.01) 

-
3.81 $ 

987 $ 
190 
(73) 

(243) 
861 $ 

2.68 $ 
0.03 

(0.09) 
2.62 $ 

2.67 $ 

0.03 

(0.09) 
2.61 $ 

VS2006 
amounte) 

2006 

(31)$ 
102 

(9) 
(7) 
55 

0.42 
0.01 

-
0.43 

0.40 

0.01 

-
0.41 

$ 

$ 

$ 

$ 

VS2005 

(94) 
203 
185 
99 

393 

1.17 
(0.04) 

0.09 
1.22 

1.15 

(0.04) 

0.09 
1.20 

Represents other operating segments and recondling adjustments induding interest expense on hokiing company debt, 
corporate support services revenues and expenses and the impad of the 2005 Ohio tax legislation. 
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Summary of Resulte of Operations - 2007 Compared with 2006 

Financial results for our major business segmente in 2007 and 2006 were as follows: 

2007 Financial Resulte 

Revenues: 
Extemal 

Electric 
Other 

Intemal 
Totel Revenues 

Expenses: 
Fuel and purchased power 
Other operating e)cpenses 
Provision for depreciation 
Amortization of regulatory assets 
Defen^l of new regulatory assets 
General taxes 

Totel Expenses 

Operating Income 
Other Income (Expense): 

Investment income 
Interest expense 
Gapitelized interest 
Subsidiaries' preferred stock dividends 

Total Other Expense 

Income From Continuing Operations Before 
Income Taxes 

Income taxes 
Income fnsm continuing operations 
Discontinued operations 
Net Income (Loss) 

Energy 
Delivery 
Services 

$ 8.069 
657 

8.726 

3.738 
1,700 

404 
991 

(371) 
623 

7,085 

1.641 

240 
(456) 

11 

(205) 

1,436. 
574 
862 

Competitive 
Energy 

Services 

$ 1,316 
152 

2,901 
4,369 

1,937 
1.160 

204 

107 
3.408 

961 

16 
(172) 

20 

(136) 

825 
330 
495 

t 495 

Ohio 
Transitional 
Generation 

Services 
(In milltons) 

$ 2,559 
37 

2.596 

2,240 
305 

28 
(163) 

4 
2.424 

172 

1 
(1) 

-

172 
69 

103 

S 103 

Other and 
Reconciling 
Adjustmente 

$ 

—ii 
(2,901) 

(79) 
30 

20 
(2,930) 

41 

(137) 
(146) 

1 

(282) 

(241) 
(90), 

(151) 

$ M51^ 

FirstEnergy 
Consolidated 

$ 11,944 
858 

12.802 

5.014 
3,086 

638 
1,019 
(524) 
754 

9,987 

2.815 

120 
(775) 

32 

(623) 

2.192 

1,309 

. i uoa-
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2006 Financial Resulte 

Revenues: 
Extemal 

Electric 
Other 

Intemal 
Total Revenues 

Expenses: 
Fuel and purchased power 
Other operating expenses 
Provision for depreciation 
Amortization of regulatory assets 
Deferral of new regulatory assets 
General taxes 

Total Expenses 

Operating Income 
Other Income (Expense): 

Investment income 
Interest expense 
Capitali^d interest 
Subsidiaries' preferred stock dividends 

Total Other Expense 

Income From Continuing Operations Before 
Income Taxes 

Income taxes 
Income from continuing operations 
Discontinued operations 
Net Income (Loss) 

Changes Between 2007 and 
2006 Financial Resulte •• Increase fPecrease) 
Revenues: 

Extemal 
Eledric 
Ottier 

Intemal 
Total Revenues 

Expenses: 
Fuel and purchased power 
Other operating expenses 
Provision for depreciation 
Amortization of regulatory assets 
Deferral of new regulatory assets 
General taxes 

Total Expenses 

Operating Income 
Other Income (Expense): 

Investment income 
Interest expense 
Capitalized Interest 
Subsidiaries' preferred stocic dividends 

Total Other Income (Expense) 

Income From Continuing Operations Before 
Income Tax^ 

Income taxes 
income from continuing operations 
Discontinued operations 
Net Income (Loss) 

Energy 
Delh/ery 
Services 

$ 7.n:H9 
584 

14 
7.637 

3,015 
1.585 

379 
841 

(375) 
599 

6.044 

1.593 

328 
(431) 

14 
(16) 

(1051 

1.488 
595 
SqT 

S flqa 

Competitive 
Energy 

Services 

$ 1,266 
163 

2,609 
4:138 

1,812 
1.138 

190 

90 
3.230 

808 

35 
(200) 

12 

11531 

655 
262 
^ T 

•̂  393 

Ohio 
Transitional 
Generation 
Services 

(In millions) 

$ 2,366 
24 

2.390 

2.050 
247 

20 
(125) 

10 
2,202 

188 

(1) 

(1) 

187 
75 

112 

Other and 
F%econciling 
Ac^justmente 

$ 
59 

(2.623) 
(2.564) 

(2,624) 
(5) 
27 

21 
(2,581) 

17 

(214) 
(89) 

(277) 

m 

FirstEnergy 
Consolidated 

$ 10,671 
830 

11.501 

4,253 
2,965 

596 
861 

(500) 
720 

8.895 

2,606 

149 
(721) 

26 

^ 

2.053 

— ^ m -

$ 

'1 

1.030 $ 
73 

- d ^ — 
723 
115 
25 

150 
4 

24 
1.041 

48 

(88) 
(25) 
(3) 
16 

(10 )> 

(52> 
(21 
(31 

(m J _ 

50 $ 
(11) 
292 
331 

125 
22 
14 
-
-

17 
178 

153 

(19) 
28 
8 
, 

17 

170 
68 

102 
-

in? * 

193 $ 
13 
-

206 

190 
58 

. 
8 

(28) 

# -

(16) 

1 
-
-
. 
1 

(15) 
(6 
(9 

- $ 
(47) 

(278i 

om _ 
(277) 
(74) 

3 
. 
. 

(sio) 
24 

77 
(57) 

1 

i | i -

36 
47 

(11) 
4 

1.273 
28 

-
1-301 

761 
121 
42 

158 
(24) 
34 

1.092 

209 

(29) 
(54) 

6 
7 

(70) 

139 
88 
51 
4 

55 
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Energy Delivery Services - 2007 Compared to 2006 

Net income decreased $31 million (or 3%) to $862 million in 2007 compared to $893 million in 2006, primarily due to higher 
expenses, partially offset by increased revenues. 

Revenues -

The increase in totel revenues resulted from the follovtring sources: 

Revenues by Type off Service 

L. 

$ 

2007 

3,909 

3,145 
687 

3.832 
785 
200 

8.726 

2006 
(In millions) 

•L 

$ 

3,849 

2,774 
247 

3,021 
561 
206 

7,637 

Increase 
(Deer 

$ 

$ 

ease) 

60 

371 
440 
811 
224 

(6) 
1.089 

Distribution services 
Generation sales: 

Retail 
Wholesale 

Totel generation sales 
Transmission 
Other 
Totel Revenues 

The change in distribution deliveries by customer dass is summarized in the follovtring teble: 

Distribution KWH Deliveries 
Residential 4.3 % 
Commercial 3.7 % 
Industrial (0-2)% 
Net Increase in Distribution KWH Deliveries 2.6 % 

The increase in electric distribution deliveries to customers was primarily due to higher weather-related usage during 2007 
compared to 2006 (heating degree days increased by 11.2% and cooling degree days increased by 16.7%). The higlier 
revenues from increased distribution deliveries were partially offeet by distribution rate decreases of $86 million and $21 million 
for Met-Ed and Penelec, respectively, as a result of a January 11, 2007 PPUC rate decision (see "Regulatory Matters -
Pennsylvania"). 

The following table summarizes the price and volume fectors contributing to the $811 million increase in generation 
revenues in 2007 compared to 2006: 

Increase 
Sources off Change In Generation Sales Revenues (Decrease) 

(In millions) 
Retail: 
Effect of 1.7% decrease in sales volumes $ (48) 
Change in prices , 122. 

371 
Wholesale: 
Effisct of 120% increase in sales volumes 297 
Change in prices 1 ^ 

440 

Net Increase in {^neration Sales Revenues $ 811 

The decrease in retail generation sales volume was primarily due to an increase in customer shopping in Penn's service 
tenitory in 2007. The increase in reteil generation prices during 2007 compared to 2006 was primarily due to increased 
generatton rates for JCP&L resulting fnam the New Jersey BGS auction process and an increase in NUGC rates authorized 
by the NJBPU. Wholesale generation sales increased principally as a result of Met-Ed and Penelec selling additional 
available power into the PJM mari<et in 2007. 

Transmission revenues increased $224 million primarily due to higher transmission rates for Met-Ed and Penelec resulting 
from the January 2007 PPUC authorization for transmission cost recovery. Met-Ed and Penelec defer the difference 
between revenues received under their transmission rider and transmission coste incunred, with no material effect on current 
period eamings (see "Regulatory Matters - Pennsylvania"). 
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Expenses -

The increases in revenues discussed above were offset by an approximate $1.0 billion increase in expenses due to the 
foltowing: 

• Purchased power costs were $723 million higher in 2007 due to increases in both unit costs and volumes 
purchased. The increased unit coste reflected the effect of higher JCP&L coste resulting from the BGS auction 
process. The increased volumes purchased in 2007 resulted primarily from Met-Ed's and Penetec's higher 
sales to the PJM wholesale market. The tollowing teble summarizes the sources of changes in purchased 
power coste: 

Sources off Change in Purchased Power Increase 
(In millions) 

Purchased Power 
Change due to inaeased unit costs $ 349 
Change due to increased volume 248 
Decrease in NUG costs deferred 126 

Net Increase in Purchased Power Costs $ 723 

• Other operating expenses increased $115 million primarily due to the net effecte of: 

An increase of $101 million in MISO and PJM transmission expenses, resulting primarily from 
higher congestion coste. 

An increase in operation and maintenance expenses of $19 million primarily due to increased tabor, 
contractor coste and n^erials devoted to maintenance projecte in 2007. 

• Amortization of regulatory assete increased $150 million compared to 2006 due primarily to recovery of 
deferred BGS coste through higher NUGC rates for JCP&L (as discussed above), recovery of deferred non-
NUG stranded costs through applicatton of CTC revenues for Met-Ed and higher transition cost amortization for 
the Ohio companies. 

• The deferral of new regulatory assete during 2007 was $4 million less in 2007 than in 2006 primarily due to 
$46 million of lower PJM transmission cost deferals, partially offset by the deferral of previously expensed 
decommissioning coste of $27 million related to the Saxton nuclear research tecility (see "Regulatory Matters -
Pennsylvania") and increased carrying charges eamed on the Ohio Companies' RCP distribution defenals of 
$11 million. 

• Depreciation expense increased $25 million and general taxes increased $24 million due primarily to property 
additions since 2006. 

• Other expenses increased $100 million in 2007 compared to 2006 primarily due to lower investment income of 
$88 million resulting firom the repayment of notes receivable from affiliates since 2006, and increased interest 
expense of $25 million related to new debt issuances by CEI, JCP&L and Penelec. These increased coste 
were partially offset by the absence of $16 million of prefen'ed stock dh/idends paid in 2006. 

Competitive Energy Services - 2007 Compared to 2006 

Net income for this segment increased $102 million to $495 million in 2007 compared to $393 million in 2006. This increase 
reflected an improvement in generation margin (revenues less fuel and purchased power), partially offset by higlier operating 
expenses, depreciation and general taxes. 

Revenues -

Totel revenues increased $331 million in 2007 compared to 2006 primarily as a result of higher unit prices for afRliated 
generation sales to the Ohio Companies and increased reteil sales revenues, partially offeet by lower non-affiliated wholesale 
sales revenues. 
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The higher retail revenues resulted from Increased sales in both the MISO and PJM markets. The increase in MISO reteil sales 
primarily reflecte FES' increased sales to shopping customers in Penn's service tenitory. Lower non-affiliated wholesate 
revenues reflected the effect of decreased generation available for the non-affiliated virtiolesale maricet due to increased 
affiiiated company power sales under the Ohio Companies' full-requiremente PSA and the partial-requiremente PSA with Met-
Ed and Penelec. 

The increased affiliated company generation revenues reflected both higher unit prices and increased sales volumes. The 
increase in PSA sales to the Ohio Companies was due to their higher reteil generation sales requiremente. Unit prices were 
higher because rates charged under FES' full-requirements PSAs reflect the increases in the Ohio Companies' composite 
retail generation rates. The higher sales to the Pennsylvania Companies were due to increased Met-Ed and Penelec 
generation sales requirements. These increases were partially offeet by lower sales to Penn due to the implementetion of ite 
competitive solicitetion process in 2007. 

The net increase in reported segment revenues resulted from the following sources: 

Increase 
Revenues by Type of Service 2007 2006 (Decrease) 

(In millions) 
Non-Affiliated Generation Sgrfes; 

Retail $ 712 $ 590 
Wholesale 603 676 

Totel Non-Affiliated Generation Sales 1,315 1,266 
Affiliated Generation Sales 2,901 2,609 
Transmission 103 120 
Other 50 43 
Totel Revenues $ 4,369 $ 4.038 

$ 

$ 

122 
(73) 
49 

292 
(17) 

7 
331 

The following tebles summarize the price and volume factors contributing to changes in revenues from generation sales: 

Increase 
Source of Change in Non-AfRliated Generation Sales (Decrease) 

(In millions) 
Reteil: 

Effect of 10.8% increase in sales volumes $ 63 
Change in prices 59 

122 
Wholesale: 

Effect of 22.7% decrease tn sales volumes (154) 
Change in prices 51 

(73) 

Net Increase in Non-Affiliated Generation Sales $ ^ 

Source of Change In Affiliated Generation Sales Increase 
(In millions) 

Ohio Ck̂ mpanies: 
Effect of 3.4% increase in sales volumes $ 68 
Change in prices H® 

186 
Pennsylvania Companies: 

Effect of 14.9% increase in sales volumes 87 
Change in prices 

Increase in Affiliated Generation Sales 

19 
106 
292 

Transmission revenues decreased $17 million due in part to reduced FTR revenue resulting from fewer FTRs allocated by 
MISO ($15 million) and PJM ($9 million), partially offset by higher reteil transmission revenues of $8 million. 
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Expenses -

Totel expenses increased $178 million in 2007 compared to 2006 due to the following factors: 

• Purchased power coste increased $159 million due principally to higher volumes for replacement power related 
to the forced outeges at the Baice Mansfield and Perry Plante and coste associated with the new capacity 
maricet in PJM ($25 million). 

• Fossil generation operating coste were $66 millton higher due to the absence of gains from the sate of 
emissions allowances recognized in 2006 ($27 millbn) and increased coste related to scheduled and forced 
maintenance outeges during 2007. 

• Lease expenses increased $55 million primarily due to intercompany billings associated with the assignment of 
CEl's and TE's leasehold intereste in the Bruce Mansfield Plant to FGCO and the Bruce Mansfield Unit 1 
sale and leaseback transaction completed in 2007. 

• Depreciation expenses were $14 million higher due to property additions since 2006. 

• General texes were $17 million higher as a result of increased gnDss receipte texes and property taxes. 

Partially offsetting the higher coste were: 

• Fuel coste were $34 million lower primarily due to reduced coal coste and emission allowance coste, offset by 
increases in nuclear foel and natural gas coste. Coal coste were reduced due to $38 million of reduced coal 
consumption reflecting lower generation. Reduced emission allowance coste ($19 million) were partially offeet 
by increased natural gas coste ($7 million) due to increased consumption and nuclear foel coste ($15 million) 
due to increased consumption and higher prices. 

• Nuclear generation operating costs were $72 million lower due to fewer outeges in 2007 compared to 2006 and 
reduced employee benefit coste. 

• MISO transmission expense decreased by $32 million from 2006 due primarily to a one-time resetttement of 
costs from generation providers to load serving entities. 

• Totel other expense in 2007 was $17 million lower than in 2006 primarily due to tower interest expense, 
partially offeet by decreased eamings on nuclear decommissioning trust Investmente. 

Ohio Transitional Generation Services - 2007 Compared to 2006 

Net income for this segment decreased to $103 million in 2007 from $112 million in 2006. Higher operating expenses, primarily 
for purchased power, were partially offeet by higher generation revenues. 

Revenues -

J\\e increase in reported segment revenues resulted from the following sources: 

Revenues by Type off Service 

Generation sales: 
Reteil 
Wholesale 

Totel generation sales 
Transmission 
Other 
Totel Revenues 

$ 

$_ 

2007 

2,248 
7 

2,255 
333 

8 
2.596 

(In 

$ 

2006 
millions) 

2.095 
13 

2.108 
280 

2 
2,390 

Increase 
(Decrease) 

$ 153 
(6) 

147 
53 
6 

$ 206 
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The following table summarizes th© price and volume fectors contributing to the increase in sales revenues from retail 
customers: 

Source off Change in Generation Sales Revenues Increase 

Retell: 
Effect of 3.9% increase in sales volumes 
Change in prices 

Totel Increase in Reteil Generation Sales Revenues 

(In millions) 

$ 82 
71 

$ 153 

The increase in generation sales was primarily due to higher weather-related usage in 2007 compared to 2006 and reduced 
customer shopping in Ohio. The percentege of generation services provided by altemative suppliers to totel sales delivered by 
the Ohio Companies in their service areas decreased by 5.9 percentege points from 2006. Average prices increased primarily 
due to higher composite unit prices for retoming customers. 

Increased transmission revenues resulted from higher sales volumes and a PUCO-approved transmission terifif increase, which 
became effective July 1,2007. 

Expenses -

PuRrfiased power coste were $190 million higher due primarily to higher urvi coste for power purchased from FES. The factors 
contributing to the higher costs are summarized in the following teble: 

Source of Change in Purchased Power Increase 
(In millions) 

Purchases from non-afniiates: 
Change due to increased unit costs $ 
Change due to volume purchased 4 

Purchases from FES: 
Change due to increased unit costs 114 
Change due to volume purchased ^ 

186 
Totel Increase in Purchased Power Costs $ 190 

The increase in volumes purchased was due to the higher reteil generation sales requiremente. The higher unit coste reflect 
the increases in the Ohio Companies' composite reteil generation rates, as provided for under the PSA with FES. 

Other operating expenses increased $58 million primarily due to MISO transmission-related expenses. The difference between 
transmission revenues accrued and transmission expenses incurred is defered, resulting in no material »npact to current 
period eamings. 

Other- 2007 Compared to 2006 

Our financial results from other operating segmente and reconciling items, including interest expense on holding company det>t 
and corporate support services revenues and expenses, resulted in a $7 million decrease in our net income in 2007 compared 
to 2006. The decrease includes the net effect of the sale of our interest in Rrst Communications ($13 million, net of taxes), the 
absence of subsidiaries' prefened stock dividends in 2007 ($9 million) and the absence of a $4 million toss included in 2006 
resulte from discontinued operations (see Note 8). 
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Summary of Resulte o f Operat ions - 2006 Compared w i th 2005 

Financial results for our major business segments in 2005 were as follows: 

2005 Financial Results 

Revenues: 
E:demal 

Electric 
Other 

Intemal 
Total Revenues 

Expenses: 
Fuel and purchased power 
Other operatinq expenses 
Provision for depreciation 
Amortization of repulatory assets 
Oefeiral of new regulatory assets 
General taxes 

Total Expenses 

Operating Income 
Other Income (Expense): 

Investment income 
Interest expense 
Capitalized interest 
Subsidiaries' prefened stock dividends 

Total Other Expense 

Income From Continuing Operations Before 
Income Taxes 

Income taxes 
Income from continuing operations 
Discontinued operations 
Cumulative effect of a change in accounting principle 
Net Income (Loss) 

Changes Between 2006 and 
2005 Financial Resulte - Increase (Decrease) 
Revenues: 

Extemal 
Electric 
Other 

Intemal 
Total Revenues 

Expenses: 
Fuel and purchased power 
Other operating expenses 
Provision for depreciation 
Amortization of regulatory assets 
Deferral of new regulatory assets 
General taxes 

Totel Expenses 

Operating Income 
Other Income (Expense): 

Investment income 
Interest expense 
Gapitelized interest 
Subsidiaries' pretend stock dividends 

Total Other Income (Expense) 

Income From Continuing Operations Before 
Income Taxes 

Income taxes 
Income from continuing operations 
Discontinued operations 
Cumulative effect of a change in accounting principle 
Net Income (Loss) 

Energy 
Delivery 
Services 

$ 7.582 
583 
33 

6.1^6 

2.857 
1.600 

374 
1,281 
(314) 
607 

6.405 

1.793 

262 
(364) 

5 
(16) 

(1131 

1,680 
672 

1.008 

(21) 
k ^ 7 

Competitive 
Energy 

Services 

$ 1.410 
140 

2,425 
3!975 

2.100 
1.177 

187 

68 
3.532 

443 

79 
(205) 

14 

(112) 

331 

ft i9n 

Ohio 
Transitional 
Generation 

Services 
(In millions) 

$ 1,554 
14 

1.568 

1,513 
248 

(91) 

1.689 

(121) 

(1) 

(1) 

(122) 

% 

i ..(73> 

Other and 
Reconciling 
Adjustmente 

$ 
75 

(2.458) 
f2.3831 

(2.458) 
77 
27 

(2.335) 

(48) 

(124) 
(89) 

(213) 

(261) 
(6) 

(255) 
12 

^ 

FirstEnergy 
Consolidated 

$ 10.546 
812 

11.358 

4.012 
3.102 

Sftfl 
1,281 
(405) 
713 

9.291 

2,067 

217 
(659) 

19 
(16) 

f439) 

1.628 
749 
879 

12 
f30) 

S «fi1 

$ 

S 

(543) $ 
1 

- 7 ^ -

158 
(15) 

5 
(440) 

(61) 
(8) 

(361) 

(200) 

66 
(67) 

9 
. 
8 

(192) 

- 1 ^ " 
21 
m. - i . 

(144) $ 
23 

184 
63 

(288) 
(39) 

3 
-
-

22 
(302) 

365 

(44) 
5 

(2) 

(41) 

324 

Wr -
. 
< 

812 $ 
10 
-

822 

537 
(1) 
-

20 
(34) 

— ^ -

309 

-
-
-
:_ — 

309 
124 
185 

-
-

m. -s-

- $ 
(16) 

(165) 
(181) 

(166) 
{82) 

. 
-
-

(246) 

65 

(90) 
-
. 

(81) 

(16) 
(131) 
115 
(16) 

-
^^ - S -

125 
18 
-

143 

241 
(137) 

8 
(420) 
(95) 

7 
(396) 

539 

(68) 
(62) 

7 
9 

(114) 

425 
46 

379 
(16) 
30 

a a ^ 
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Energy Delivery Services - 2006 Compared with 2005 

Net income decreased $94 million (or 10%) to $893 million in 2006 compared to $987 million in 2005, primarily due to 
decreased revenues and increased purchased power costs partially offset by lower amortization of regulatory assete and 
increased defen'al of new regulatory assets. 

Revenues -

The decrease in total revenues resulted from the following sources: 

Ftevenues By Type of Service 

Distribution 
Generation sales: 

Retail 
Wholesale 

Totel generation sales 
Transmission 
Other 
Totel Revenues 

L. 

1-

2006 

3,850 

2,774 
247 

3,021 
560 
206 

7.637 

2005 
(In millions) 
$ 4,582 

$__ 

2.514 
318 

2.832 
574 
210 

8.198 

increase 
(Decrease) 

$ (732) 

260 
(71) 
189 
(14) 

(4) 
$ (561) 

Decreases in distribution deliveries by customer class are summarized in the following teble: 

Distribution t<WH Delweries 
Residential 
Commercial 
Industrial 
Totel Distribution KWH Deliveries 

(3.9)% 
(1.4)% 
(1.4)% 
(2.3)% 

The completion of our Ohio Companies' and Penn's generation transition cost recovery under their respective transition plans 
in 2005 were the primary reasons for the decrease in distribution unit prices, which, in conjunction vwth lower KWH deliveries, 
resulted in lower distribution delivery revenues. These reductions were partially offset by the elNininatlon of customer shopping 
incentives in 2006 in Ohio. The coste of these incentives (reported as a reduction to revenues) were deferred for fiiture 
recovery under our transition plans and did not affect eamings. The decreases in deliveries to customers were primarily due to 
milder weather during 2006 as compared to 2005. The following teble summarizes major tectors producing the $732 million 
decrease in distribution service revenues in 2006 compared to 2005: 

Sources of Change In Distribution Revenues 

Changes in customer usage 
Ohio shopping incentives 
Reduced Ohio transition rates 
Other 

Increase 
(Decrease) 
(In millions) 

$ (221) 
222 
(817) 

84 

Net Decrease in Distribution Revenues (732) 

The following table summarizes the price and volume tectors contributing to the $189 million increase in generation 
2006 compared to 2005: 

in 

Sources of Change in Generation Sales Revenues 

Reteil: 
Effect of 0.2% increase in customer usage 
Change In prices 

Wholesale: 
Effect of 0.8% decrease in sates 
Change in prices 

Net Increase in Generation Sales Revenues 

Increase 
(Decrease) 
(In millions) 

266 
260 

(3) 
(68) 

(71) 
189 
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Higher reteil prices in 2006 compared to 2005 resulted from increased generation rates for JCP&L from the New Jersey 
BGS auction. 

Expenses -

The net decreases in revenues discussed above were partially offset by a $361 million decrease in expenses due to the 
following: 

• Purchased power coste were $163 million higher in 2006 due to higher unit prices partially offset by a 1.1% 
decrease in volumes purchased. The increased unit prices primarily reflected the effect of higher JCP&L 
purchased power unit prices resulting from the BGS auction. The decrease in volumes purchased in 2006 was 
principally due to lower generation sates requiremente in the JCP&L service area. The tollowing teble 
summarizes the sources of changes in purchased power coste: 

Increase 
Sources of Chartge in Purchased Power (Decrease) 

(In millions) 

Purchased Power 
Change due to Increased unit costs $ 222 
Change due to decreased volume (34) 
Decrease in NUG costs defened (^ ) 

Net Increase in Purchased Power Costs $ 163 

• Other operating expenses were $15 million lower in 2006 due. in part, to the following factors: 

The absence in 2006 of expenses tor refunds to third-party providers of ancillary services as a result 
of the implementation of the Ohio Companies* RCP in 2006. Under the RCP, third-party suppliers of 
ancillary services now bill customers directly for those sendees. In 2005, ancillary service refund 
expense was $27 million; and 

A $52 million decrease in employee and contractor costs resulting fi'om lower storm-related expenses 
and the decreased use of outside contractors tor tree trimming, reliability work, legal services and 
jobbing and contracting; ofteet by 

A $58 million increase in other expenses due, in part, to increased corporate support service costs of 
$19 million, a $32 million increase in material and supplies coste applicable to operating and 
maintenance activities in 2006 and the absence in 2006 of a $9 million insurance settlement received 
in 2005. 

• Depreciatbn expense was $5 million higher resulting principally from increased depreciable property additions; 

• Amortization of regulatory assete decreased $440 million resulting from the comptetion of Ohio generation 
transition cost recovery and Penn's transition plan in 2005; 

• Defen-al of new regulatory assete increased $61 million due to the distribution cost defen-als authorized under 
the Ohio Companies' RCP, and PJM coste incurred that will be recovered from customers thnDugh future rates, 
partially of^et by the completion of shopping incentive deferrals under the Ohio Compantes* transition plan and 
the absence of new regulatory assete resulting frt)m the 2005 rate decision tor JCP&L; 

• General taxes decreased by $8 million primarily due to tower property taxes; and 

• Other expense decreased $8 million in 2006 compared to 2005 due to increased investment income and 
capitalized interest, partially offset by increased interest expense resulting primarily from the Ohio Companies' 
2006 long-term debt issuances. 

Competitive Energy Services - 2006 Compared with 2005 

Net income for this segment increased $203 million to $393 million in 2006 compared to $190 miliion in 2005. An Improvement 
in generation margin (revenues less fuel and purchased power) and lower operating expenses was partially offset by higher 
general texes and reduced investment income. 
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Revenues -

Revenues increased by $63 million in 2006 compared to the prior year due to increases in generation sales to affiliates which 
were partially offset by decreased non-affiliated generation sales. Affiliated generation sales to the Ohio Compantes thnxigh 
PSA arangemente increased by $517 million primarily as a result of higher unit prices. Unit prices were higher because rates 
charged under FES' full-requirements PSAs reflect the increases in the Ohio Companies' composite reteil generation rates. 
The PSA revenue increase also reflected a 4.9% increase in sales resulting from the Ohio Companies' higher reteil generation 
sales requirements. The higher PSA sales revenues from the Ohio Companies were partially offset by a $333 miliion decrease 
in generation sales to Pennsylvania and New Jersey affiliates. This decrease was due to a 41.4% decrease in sales volumes, 
partially ofteet by higher unit prices. The bwer sales were due to lower contractual sales requiremente from FES to ite PJM 
market affiliates and decreased generation sales requirements in the JCP&L senrice area in 2006 compared to 2005. 

Non-affiliated generation saies revenues decreased in both the retail and wholesale markete in 2006 compared to 2005. The 
lower reteil sales revenues were due to a 17.3% decrease in customer usage, partially offset by higher unit prices. The lower 
sales reflected a decrease in the shopping customers FES was serving as those customers retumed to the Ohio Companies for 
their generation requirements. Our record generation output in 2006 allowed for a 9.3% increase in wholesale sales as 
compared to 2005. However, these sales increases were more than offset by lower unit prices in the wholesale maritet, 
resulting in a $79 million decrease in wholesale revenues in 2006. 

Transmission revenues increased $43 million in 2006 compared to 2005 due primarily to higher transmission volumes. 

Changes in revenues in 2006 from the prior year are summarized in the following teble: 

Revenues By Type of Service 

Non-affiliated generation sales: 
Reteil 
Wholesale 

Totel non-affiliated generation sales 
Affiliated generation sales 
Transmissbn 
Other 
Totel Revenues 

$ 

L 

2006 

590 
676 

1.266 
2.609 

120 
43 

4,038 

2005 
(tn mflllons) 

$ 

L 

656 
755 

1,411 
2,425 

77 
62 

3.975 

increase 
(Decrease) 

$ (66) 
(79) 

(145) 
184 
43 
(19) 

$ 63 

The tollowing tebles summarize the price and volume tectors corttributing to changes in revenues from generation s ^ s : 

Increase 
Source of Change in Non-Affiliated Generation Sales (Decrease) 

(In millions) 
Reteil: 

Effect of 17.3% decrease in customer usage $ (114) 
Change in prices f^ 

(66) 
V\/holesale: 

Effect of 9.3% increase in sales 70 
Change in prices C*^) 

(7?) 
Net Decrease in Non-Affiliated Generatbn Sales ^ t l ^ ) 

Increase 
Source of Change in Afflliated Generation Sales (Decrease) 

(In millions) 
Ohio Companies: 

Effect of 4.9% Increase in sales $ 74 
Change in prices ^ ^ 

517 
Pennsylvania and New Jersey affiliates: 

Effect of 414% decrease in sates (379) 
Change in prices f® 

(333) 

Net Increase in Affiliated Generation Sales * 184 
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Expenses -

Totel expenses decreased by $302 million in 2006 compared to 2005. The decrease was primarily due to lower purchased 
power coste, partially ofteet by higher fuel coste. 

The following teble summarizes the factors contributing to the changes in fuel and purchased power costs. 

Source of Change in Fuel and Purchased Power 

Fuel: 
Change due to increased composite unit costs 
Change due to volume consumed 

Purchased Power 
Change due to increased unit costs 
Change due te volume purchased 

Net Decrease in Fuel and Purchased Power Costs 

increase 
(Decrease) 
(In millions) 

$ 75 
24 
99 

54 
(441) 
(387) 

$ (288) 

The net decrease In expenses was due to the following factors: 

• Lower purchased power costs as a resutt of decreased KWH purchases, partially offset by increased unit 
coste. KWH purchases in 2006 were 45% lower than 2005 due to reduced generation sales requirements to 
affiliates in the PJM market and increased power available from our owned generation tecilitles; 

• Lower transmission expenses and credite from the sale of emisston allovi/ances. The decrease in transmission 
expenses was due to lower PJM congestion and ancillary charges, refiecting the lower sales to affiliates in PJM 
discussed above, and lower MISO transmission expenses; and 

• The absence in 2006 of the 2005 accruals of (1) $8.5 millbn for a civil penalty related to the Sammis Plant; (2) 
$10 million tor obligations to fund envinsnmentelly beneficial projecte in connedion with the Sammis NSF^ 
settlement; and (3) $31.5 million for a civil penalty related to the extended Davis-Besse outege. 

The above decreases were partially offset by: 

• Higher foel coste of $99 million resulting from our generatton fleet's record output in 2006. Fossil foel coste 
increased $97 million as a result of increased generation output, higher coal prices and increased 
transportetion costs tor westem coal. The increased coal coste were partially offset by lower natural gas and 
emission albwance coste. Nuclear foel costs were higher by $2 million in 2006 compared to the prior year 
prindpalty due to higher unit prices; 

• An increase in nuclear operating expenses of $55 million due to three refoeling outeges in 2006 comF)ared with 
two refoeling outeges in 2005; 

• Increased depreciation expenses of $3 million as a result of property additions; and 

• Higher general texes of $22 millton reflecting increased property taxes. 

Other Income-

Investment income in 2006 was $44 million lower than in 2005 primarily due to decreased eamings on nuclear 
decommissioning trust investmente. 

Ohio Transitional Generation Services - 2(H)6 Compared with 2005 

Net income for this segment increased $185 million to $112 million in 2006 compared to a loss of $73 million in 2005. Higher 
reteil generation revenues in 2006 were partially offset by higher operating expenses, primarily tor purchased power. 
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Revenues~ 

The increase in reported segment revenues resulted from the following sources: 

Revenues By Type of Service 

Generation saies: 
Reteil 
Wholesale 

Totel generation sales 
Transmission 
Other 
Totel Revenues 

2006 2005 

$ 2,095 
13 

2.108 
280 

2 

1^ 2,390 

(In millions) 

1,050 
339 

increase 
(Decrease) 

1,045 
(326) 

1,389 
173 

6 

719 
107 

1,568 822 

The following teble summarizes the price and volume factors contributing to the increase in generation sales revenues: 

Sources of Ciiange In Generation Sales Revenues 

Reteil: 
Effect of 24.9% increase in customer usage 
Change in prices 

Wholesale: 
Effect of 93.7% decrease in sales 
Change in prices 

Net Increase in Gena^tion Sales Revenues 

Increase 
(Decrease) 
(In millions) 

$ 261 

21 
1.045 
(318) 

(8) 
(326) 
719 

The reteil generation revenue increase was primarily due to higher unit prices resulting from implementation in 2006 of the rate 
stebilization and fuel recovery charges under the (Dhio Companies' RCP. Higher reteil revenues also reflected the 24.9% 
increase in reteil KWH sales due principally to the retom of shopping customers as a result of third-party suppliers teaving the 
northem Ohio marketplace. The lower wholesale revenues in 2006 were principally due to the termlnatbn of an OE non
affiliated wholesale sales agreement ($179 million) and the December 2005 completion of the Ohio Companies' MSG sales 
an'angement under the Ohio transition plan ($134 million). The Ohio Companies had been required to provide the MSG to 
certein non-affiliated altemative suppliers. 

Increased transmission revenues resulted from approximately $107 million of new revenues under a MISO transmission rider 
that began in 2006. 

Expenses -

Purchased power coste were $537 million higher due primarily to higher unit prices for power purchased from FES. The factors 
contributing to the higher coste are summarized in the tollowing teble: 

Source of Change in Purchased Power 

Purchases from non-affiliates: 
Change due to increased unit costs 
Change due to volume 

Purchases from FES: 
Change due to increased unit costs 
Change due to volume 

Totel Increase in Purchased Power Costs 

Increase 
(Decrease) 
(In millions) 

$ 21 
(1) 

20 

443 
74 

517 
$ 537 

The increase in volumes purchased was due to the higher reteil generation sales requiremente. The higher unit coste 
resulted from the provision of the foll-requiremente PSA with FES under which purchased power unit coste reflected the 
increases in the Ohio Companies' composite retail generation sales unit prices. 
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The increased defen^l of new regulatory assets in 2006 resulted from the defen^l of foel coste ($110 million) under the 
RCP, partially offset by lower MISO cost deferrals ($75 million). Amortization of regulatory assete of $20 million in 2006 
represented the amortization of MISO coste for which recovery began in 2006. 

Other- 2006 Compared to 2005 

Our financial resulte from other operating segments and reconciling adjustments, induding interest expense on holding 
company debt and corporate support services revenues and expenses, resulted in a $99 million increase to our net income in 
2006 compared to 2005. The increase was primarily due to the following: 

• The absence of 2005 income tex expenses of $63 million consisting of the write-off of income tex benefite of 
$51 million due to the 2005 change in Ohio tax legislation and $12 millbn due to a 2005 JCP&L tax audit 
adjustment; 

• $23 million of 2006 income tex benefits, primarily reflecting the 2005 federal income tex retom filed in the third 
quarter of 2006 and the Ohio tax benefit related to a voluntery $300 million pension plan contribution (see 
Note 3); 

• A $3 million gain related to interest rate swap financing anangemente; and 

• A $14 million increase in investment income in 2006. 

These increases were partially offset by securities redemption charges of $16 million in 2006, a $5 million decrease in gas 
commodity transaction resulte and the absence of net gains of $9 million fi-om the sale of non-core assete in 2005. 

DISCONTINUED OPERATIONS 

Discontinued operations for 2006 include the remaining FSG subsidiaries (Hattenbach, Dunbar, Edwanis, and RPC) and a 
portion of MYR. We sold 60% of MYR in March 2006 and began accounting for our remaining interest in MYR under the 
equity method of accounting for investments. An additional 1.67% was sold in June 2006 and the remaining 38.33% was 
sold in November 2006. MYR's resulte prior to the sale of the initial 60% in March 2006 and the gain on the March sale is 
included in discontinued operations. The 2006 MYR results subsequent to the March 2006 sale, recorded as equity 
investment income, and the gain on the November sale are included in income from continuing operattons. Discontinued 
operations for 2005 include FSG subsidiaries (Elliott-Lewis, Spectrum Control Systems and L.H. Cranston and Sons) and 
the naforal gas business of FES. 

The folbvkdng teble summarizes the sources of income from discontinued operations: 

Discontinued Operations (Net of tax) 2006 2005 

Gain on sale: 
FES natural gas business 
FSG subsidiaries 

Redassificatbn of operating (loss) income 
to discontinued operations: 
FSG subsidiaries 
MYR 

Income (loss) from discontinued operations 

$ 

$ 

(In millions) 

- $ 
2 

(8) 
2 
(4) $ 

5 
12 

(4) 
(1) 
12 

POSTRETIREMENT BENEFITS 

StrengUiened equity maricete during 2007, $1.3 billion of voluntery cash pension contributions made since September 2004 and 
plan amendmente contributed to reductions of $127 million and $27 million in postretirennent benefits expenses in 2007 and 
2006, respectively, firom the prior year. The following teble refleds the portion of qualified pension and OPEB coste that were 
charged to expense in 2007,2006 and 2005: 

Postretirement Benefite Coste (Credite) 2007 

Pension $ (9) 
CPEB (41) 
Totel $̂  (50) 

2006 
(In millions) 
$ 

L 

29 
48 
77 

$ 

1 

2005 

32 
72 

104 
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Pension and OPEB expenses are included in various cost categories and have contributed to cost decreases discussed ai>ove 
for 2007. In 2008, we will increase the share of coinsurance, as well as increase the health care premiums paid by certain 
retirees, v r̂tiich will continue to reduce OPEB coste in 2008. See "Critical Accounting Policies - Pension and Other 
Postretirement Benefits Accounting" for a discussion of the impact of underiying assumpti'ons on postretirement expenses. 

SUPPLY PLAN 

The Companies have a defautt service obligation to provide generation to non-shopping customers who have elected to 
continue to receive generation service under regulated reteil terifte. The volume of these sales can vary depending on the tevet 
of shopping that occurs. The Ctompanies procure their power tiirough PSAs with FES, contracte with non-affiliated companies 
and, in tiie case of JCP&L and Penn, tiirough stete approved competitive procurement processes. Geographically, 
approximately 66% of tiie totel generation service obligation is for customers located in the MISO maricet area and 34% fbr 
customers located in the PJM market area. 

Within tiie fi-anchise territories of tiie Companies, altemative reteil energy suppliers are expected in 2008 to provide generatton 
service for approximately 3,345 MW (summer peak) of load with an estimated energy requirement of 15,300 milfion KWH. If 
tiiese altemative suppliers fail to deliver power to their customers located in one of the Companies' service areas, our utility 
subsidiary must procure replacement power in the role of PLR. 

FES and the Companies control (eitiier tiirough ownership, lease or participation in OVEC) 14,127 MW of instelled generating 
capacity. The t>alance of tiie Companies' 2008 expected generation service obligation has been secured by FES through a 
combination of long-term purchases (contract term of greater tiian one year) and short-term purchases (contract term of tess 
than one year). Additional power supply requiremente will be met through spot maricet ti^nsactions. 

CAPITAL RESOURCES AND LIQUIDITY 

Our business is capitei intensive and requires considerable capitei resources to fund operating expenses, constmction 
expenditures, scheduled debt maturities and interest and dividend paymente. In 2008 and subsequent years, we expect to 
meet our contractual obligations and other cash requiremente primarily with a combination of cash from operations and fonds 
from the capitei maricete. We also expect tiiat bonowing capacity under credit facilities will continue to be available to manage 
woricing capitei requirements during those periods. 

As of December 31, 2007, our net deficit in wortdng capitei (cunent assete less current liabilities) was principally due to the 
dassification of certein variable interest rate PCRBs as currentiy payable tong-term debt. These currently bear interest in an 
interest rate mode that permits individual debt holders to put tiie re^:)ective debt back to the issuer for purchase prior to 
maturity (see Note 11 (C)). 

Changes in Cash Position 

Our primary source of cash required for continuing operations as a holding company is cash fix>m the operations of our 
subsidiaries. We also have access to $2.75 billion of short-term financing under a revolving credit facility which expires in 2012. 
In 2007, we received $1.3 billion of cash dividends and retum of capitei from our subsidiaries and paid $616 millton in cash 
dividends to our common stockholders. With the exception of Met-Ed, vi/hich is currentiy in an accumulated deficit position, 
there are no material restrictions on tiie payment of cash dividends by our subsidiaries. 

On March 2, 2007, we repurchased approximately 14.4 million shares, or approximately 4.5%, of our outetendlng common 
stock at a total final price of approximately $942 million pursuant to an accelerated share repurdiase program. The initial 
$891 million purchase price was adjusted by a $51 millton cash payment on December 13, 2007. The share repurchase was 
fonded with short-term borrowings, tiie inittel portton of which has since been repaid with the proceeds trom the Bruce 
Mansfield Unit 1 sale and leaseback transaction discussed below. 

On July 13, 2007, FGCO completed the sale and leaseback of ite 93.825% undivided interest in Bruce Mansfield Unit 1, 
representing 779 MW of net demonsti^ted capadty. The purchase price of approximately $1,329 fciillion (net after-tax proceeds 
of approximately $1.2 billion) for the undivided interest was funded tiirough a combination of equity invesbinente by affiliates of 
AIG Finandal Producte Corp. and Union Bank of Califomia, N.A. in six lessor truste and proceeds firom tiie sate of $1,135 billion 
aggregate principal amount of 6.85% pass through certificates due 2034. A like prindpal amourrt of secured notes matoring 
June 1, 2034 were issued by tiie lessor truste to tiie pass through trust that issued and sold tiie certificates. The lessor truste 
leased tiie undivided interest back to FGCO tor a term of approximately 33 years under substentially identical leases (see 
Notes 6 and 15). 

As of December 31, 2007. we had $129 million of cash and cash equivalents compared with $90 millton as of December 31, 
2006. The major sources of changes in these balances are summarized below. 
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$ 

$ 

1,309 
670 
(300) 
15 

1,694 

(In 
$ 

!» 

millions) 
1,254 $ 
783 
90 

(188) 
1.939 $ 

861 
1.289 
(341) 
411 

2,220 

Cash Flows From Operating Activities 

Net cash provkJed fix)m operating activities was $1.7 billion in 2007, $1.9 billion in 2006 and $2.2 billion in 2005, summarized 
as follows: 

Operating Cash Ftows 2007 2006 2005 

Net income 
Non-cash charges 
Pension trust contribution* 
Working capitei and other 
Net cash provided from operating activities 

" The pension trust contribution in 2005 is net of $159 million of related current year cash income 
tax benefits. The $90 million cash inflow in 2006 represents reduced income taxes paid In 2006 
relating to the $300 miliion pension trust contribution made in January 2007. 

Net cash provided from operating activities decreased by $245 million in 2007 compared to 2006 primarily due to a $300 million 
pension tiiist contilbution in 2007 and a $113 million change in non-cash charges, partially ofteet by a $203 mitlion change in 
working capitei and other and a $55 million increase in net income (see "Resulte of Operations"). The changes in woricing 
capitei and other primarily resulted fi'om changes in accrued taxes of $246 million and materials and supplies of $104 million 
due to lower coal inventory levels, partially offset by changes in receivables of $241 million due to higher sales and changes in 
accounte payable of $48 million reflecting a change in tiie timing of paymente from 2006. 

Net cash provided from operating activities decreased by $281 million in 2006 compared to 2005 primarily due to a $599 million 
decrease from woricing capitei and a $506 million decrease in non-cash charges. These decreases were partially offeet by the 
tex benefit in 2006 relating to the January 2007 pension contilbution and the aissence in 2006 of tiie pension tiiist contilbution 
in 2005 and higher net income in 2006 compared to 2005 (see "Resulte of Operations"). The decrease from woridng capitei 
changes primarily resulted from the absence of $242 million of funds received in 2005 for prepaid electiic sen/ice (under a 
tiiree-year Energy tor Education Program with the Ohio Schools Coundl), increased tax paymente of $325 millton, and 
$273 million of cash collateral retumed to suppliers. These decreases were partially offset by an increase in working capitei 
from tiie collection of receivables of $192 millton. 

Cash Flows From Financing Activities 

In 2007, 2006 and 2005, net cash used for financing activities was $1.3 billion, $804 million and $876 million, respectively, 
primarily refiecting the redemptions of debt, common stock and preferred stock shown betovî  

Securities Issued or Redeemed 2007 2006 2005 

New Issues 
Pollution control notes 
Senior secured notes 
Unsecured notes 

Redemptions 
First mortgage bonds 
Pollution control notes 
Senior secured notes 
Long-temi revoMng credit 
Unsecured notes 
Common stock 
Pretened stock 

Short-temi borrowings (repayments), net 

$ 

$ 

$ 

$ 

$ _ 

427 
-

1.100 
1,527 

288 
432 
225 
-

153 
969 
-

2.067 

(205) 

(In millions) 

$ 

$ 

$ 

$ 

$ 

1,157 
382 

1,200 
2,739 

41 
1,189 
206 
-

1.100 
600 
193 

3.329 

386 

$ 

$ 

$ 

$ 

721 
-
-

721 

252 
555 
94 
215 
308 
-

170 
1,594 

561 
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We had approximately $903 million of short-tenn indebtedness as of December 31, 2007 compared to approximately $1.1 
billion as of December 31, 2006. Available bank borrowing capat}ility as of December 31.2007 induded tiie following: 

Borrowing Capability (In millions) 
Short-temn credit facilities '̂' $ 2,870 
Accounts receivable financing facilities 550 
Utilized (900) 
LOCs {73} 
Net available capability $ 2,447 

^̂ ' Includes the $2.75 billion revolving credit facility described 
below, a $100 million revolving credit fadlity that expires in 
December 2009 and a $20 mitlion uncommitted line of 
credit. 

As of December 31, 2007, tiie Ohio Ctompanies and Penn had the aggregate capability to issue approximately $3.4 billion of 
additional FMB on the basis of property additions and retired bonds under the terms of their respective mortgage indentures. 
The issuance of FMB by OE, CEI and TE is also subjed to provisions of their senior note indentures generally limrting the 
incunence of additional secured debt, subjed to certein exceptions that would permit, among otiier things, the issuance of 
secured debt (including FMB) (i) supporting pollution control notes or simitar obligations, or (ii) as an extension, renewal or 
replacement of previously outetendlng secured debL In addition, tiiese provisions would permit OE, CEI and TE to incur 
additional secured debt not othenvise pennitted by a spedfied exception of up to $573 million, $442 million and $118 million, 
respectively, as of December 31. 2007. JCP&L satisfied ttie provision of ite senior note indenture for the release of all FMBs 
held as collateral for senior notes in May 2007, subsequentiy repaid ite other remaining FMBs and, effective September 14, 
2007, discharged and released ite mortgage indenture. 

The applicable eamings coverage tests in ttie respective charters of OE, TE, Penn and JCP&L are currentiy inoperative. In tiie 
event that any of them issues preferred stock in the fufore, the apptbatjle eamings coverage test will govern the amount of 
preferred stock tiiat may be issued. CEI, Met-Ed and Penelec do not have similar restrictions and could issue up to tiie number 
of preferred shares auttiorized under their respective charters. 

As of December 31, 2007, we had approximately $1.0 billion of remaining unused capacity under an existing shelf registiation 
statement filed with the SEC in 2003 to support fufore securities issuances. The shelf regisb'atton that expires in December 
2008, provides the fiexibility to issue and sell various types of securities, induding common stock, debt securities, and share 
purchase contiacte and related share purchase units. As of December 31, 2007, OE had approximately $400 million of 
capacity remaining unused under a shelf registiation for unsecured debt securities filed vintii tiie SEC in 2006 and will expire in 
April 2009. 

We along with certain of our subsidiaries are party to a $2.75 billion five-year revolving credit facility (included in ttie borrowing 
capability teble above). We have tiie capability to request an increase in the totel commitinente availabte under this fiadlity up to 
a maximum of $3.25 billion. Commitmente under tiie tecility are avaiteble until August 24, 2012, unless the lenders agree, at 
the request of the borrowers, to an unlimited number of additional one-year extensions. Generally, borrowings under the tecility 
must be repaid within 364 days. Available amounte for each bomswer are subject to a spedfied sub-limit, as well as applicable 
regulatory and ottier limitations. 

The following teble summarizes the borrowing sub-limite tor each bon-ower under the tedlity, as well as ttie limitations on short-
tenn indebtedness applicable to each bon-ower under cun-ent regulatory approvals and applicable statutory and/or charter 
limitations: 

33 



Borrower 

FirstEnergy 
OE 
Penn 
CEI 
TE 
JCP&L 
Met-Ed 
Penelec 
FES 
ATSI 

Revolving 
Credit Facility 

Sub-Limit 
(In ml 

$ 2,750 
500 
50 

250'̂ ' 
250*'> 
425 
250 
250 

1.000 
_{5) 

l^egulatory and 
Other Short-Term 
OebtLimiteti 
lions) 

$ 

ons*̂ ' 

. (2) 

500 
42 

500 
500 
422,,, 
250 
250^̂ ' 

_12) 

Rn 

As of December 31,2007. 
No regulatory approvals, stetutoiy or charter limitetions applicable. 
Borrowing sub-limits for CEI and TE may be increased to up to 
$500 million by delivering notice to the administrative agent that such 
borrower has senior unsecured debt ratings of at least BBB by S&P 
and Baa2 by Moody's. 
Exdudlng amounts which may be borrowed under the regulated money 
pool. 
The borrowing sub-limit for ATSI may be increased up to $100 million 
by delivering notice to the administrative agent that either (i) such 
borrower has senior unsecured debt ratings of at least BBB- by S&P 
and Baa3 by Moody's or (ii) FirstEnergy has guaranteed tiie obligations 
of such borrower under Uie fadlity. 

The revolving credit facility, combined with an aggregate $550 million (unused as of December 31, 2007) of accounts 
receivable financing fadlities for OE, CEI, TE, Met-Ed, Penelec and Penn, are intended to provide liquidity to meet our woricing 
capitei requiremente arto for otiier general corporate purposes. 

Under the revolving credit facility, borrowers may request ttie issuance of LOCs expiring up to one year fix>m ttie date of 
issuance. The stated amount of outstending LOCs will count against totel commitmente available under the tecility and against 
the applicable borrower's bonxtwing suki-limit. 

The revolving credit facility conteins financial covenante requiring each borrower to maintein a consolidated debt to totel 
capitelization ratio of no more ttian 65%, measured at the end of each fiscal quarter. As of December 31,2007, our debt to totel 
capitelization ratios (as defined under the revolving credit fadlity) were as follows: 

Borrower 
FirstEnergy 
OE 

CEI 
TE 
JCP&L 
Met-Ed 
Penelec 
FES 

57% 
44% 
25% 
60% 
40% 
30% 
44% 
48% 
55% 

The revolving credit fadlity does not contein provisions that either restilct ttie ability to borrow or accelerate repayment of 
outetendlng advances as a resutt of any change in credit ratings. Pricing is defined in "pricing grids", whereby the cost of fonds 
borrowed under the tecility is related to ttie credit ratings of tiie company bon*owing ttie fonds. 

Our regulated companies also have ttie ability to bon'ow from each ottier and the holding company to meet their short-term 
woricing capitei requirements. A similar but separate arrangement existe among our unregulated companies. FESC administers 
these two money pools and tracks surplus fonds of our respective regulated and unregulated subsidiaries, as well as proceeds 
available from bank bonrowings. Companies receiving a loan under the money pool agreemente must repay ttie prindpal 
amount of ttie loan, together with accrued interest, within 364 days of borrowing the funds. The rate of interest is ttie same for 
each company receiving a loan from their respective pool and is t>ased on ttie average cost of fonds available through Uie 
pool. The average interest rate tor txjrrowings in 2007 was approximately 5.53% for both money pools. 
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Our access to capitei maricets and costs of financing are infiuenced by ttie ratings of our securities. The tollowing teble displays 
our securities ratings along with those of FES and ttie Companies as of December 31, 2007. The ratings outiook fhDm S&P on 
all securities is negative. The ratings outiook from Moody's on all securities is steble. 

Issuer Securities S&P Moody's 

RrstEnergy 

OE 

CEI 

TE 

Penn 

JCP&L 

IWet-Ed 

Penelec 

Senior unsecured 

Senior unsecured 

Senior secured 
Senior unsecured 

Senior unsecured 

Senior secured 

Senbr unsecured 

Senior unsecured 

Senior unsecured 

888-

BBB-

BBB+ 
BBB-

BBB-

A-

BBB 

BBB 

BBB 

Baa3 

Baa2 

Baa2 
Baa3 

Baa3 

Baal 

B3a2 

Baa2 

Baa2 

FES Corporate Credit/Issuer Rating BBB Baa2 

On Febmary 21, 2007, we made a $700 million equity investinent in FES, all of which was subsequentiy contributed to FGCO 
and used to pay down generation asset ti^nsfer-related promissory notes owed to Uie Ohio Companies and Penn. OE used ite 
$500 million of proceeds to repurchase shares of ite common stock from FirstEnergy. 

On March 27, 2007, CEI issued $250 million of 5.70% unsecured senior notes due 2017. The proceeds of ttie offering were 
used to reduce CEl's short-term borrowings and for general corporate purposes. 

On May 21, 2007, JCP&L issued $550 million of senior unsecured debt securitbs, consisting of $250 millton of 5.65% senior 
notes due 2017 and $300 million of 6.15% senior notes due 2037. A portion of the proceeds of tiie offering were used to 
redeem outstending FMB - $125 million prindpal amount of 7.50% series due 2023 and $150 million prtodpal amount of 
6.75% series due 2025. On July 1, 2007, JCP&L also redeemed the remaining $12.2 million of ite outstending FMB. In addition, 
$125 million of proceeds were used to repurchase shares of ite common stock fixnn FirstEnergy. The remaining pnDceeds were 
used for general corporate purposes. 

As described above, on July 13, 2007, FGCO completed tiie sale and leaseback of a 93.825% undivided interest in Unit 1 of 
the Bnjce Mansfield PlanL Net after-tax proceeds of approximately $1.2 biltton from the b-ansaction were used to repay short-
term bonowings from, and to invest in, our unregulated companies' money pool. The repaymente and investinent al lovi^ FES 
to reduce its investment in that money pool in onJer to repay approximately $250 million of extemal bank bont}wings and fond a 
$600 million equity repurchase from us. We used these fonds to reduce our extemal short-term borrowings as discussed 
above. 

On August 30, 2007, Penelec issued $300 million of 6.05% unsecured senior notes due 2017. A portion of tiie net proceeds 
from the issuance and sale of the senior notes was used to fond ttie repurchase of $200 million of Penelec's common stock 
from FirstEnergy. The remaining net proceeds were used to repay short-tenn bonowings and for general corporate purposes. 

On October 4. 2007, FGCO and NGC dosed on ttie issuance of approximately $248 million and $180 million, respectively, of 
PCRBs. The PCRBs were issued ttirough tiie OAQDA (FGCO - 3S41 millton; NGC - $26 million), OWDA (FGCO - $7 million; 
NGC - $55 million) and BCIDA (NGC - $99 million) v^th the benefit of bond insurance polides issued by Ambac Assurance 
Corporation and initially bear interest in an auction rate mode, which provided for a weighted average interest rate of 
approximately 4.3% and 10.2% as of December 31, 2007 and February 26, 2008, respectively. Proceeds trom the issuances 
were used to redeem, during tiie fourth quarter of 2007, an equal amount of outetendlng PCRBs originally issued by those 
authorities on behalf of the Ohio Companies. This ti-ansaction brings ttie totel amount of PCRBs transferred from the Ohto 
Companies and Penn to FGCO and NGC to approximately $1.9 billion, with approximately $265 millton r̂ emaining to be 
transferred. The b'ansfer of these PCRBs supporte the inti^-system generation asset b^nsfer ttiat was compteted in 2005. 
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As of December 31, 2007, FGCO, NGC, Met-Ed. and Penelec had $276 million, $180 million, $29 million, and $45 million, 
respectively, of tax-exempt k>ng-tem[> debt soW at auction rates ttiat are reset every 7 or 35 days and insured by AAA-rated 
bond insurers, namely Ambac Assurance Corporation (Ambac) and XL Capitei Assurance, inc. (XL Capitei). Due to the 
exposure that these bond insurers have in connection with recent developmente in the subprime credit market, tiie rating 
agencies have put these insurers on review tor possible downgrade. Fitch has since towered the credit ratings of Ambac from 
AAA to AA and XL Capitei fixsm AAA to A. Moody's has downgraded the credit rating of XL Capitei finom Aaa to A3. Because of 
the apparent widespread loss of confidence in the creditworthiness of these bond insurers and a resulting toss of liquidity in the 
markets for ttiese types of insured audion rate securities generally, like other issuers and obligors in tills market, we have 
experienced higher auction rate resete and in some cases failed auctions. The instrumente under which the bonds are issued, 
however, altow us to convert to other interest rate modes, induding short-temn variable-rate or longer tenn fixed-rate mode, and 
in February 2008, we eleded to convert all of our outetendlng auction-rate bonds to a weekly rate mode, which requires our 
mandatory purchase of these bonds on the applicable conversion dates. The conversion and purchase of the auction rate 
bonds is expeded to be completed in April 2008. We exped to hold the bonds until they can be remarketed or refinanced 
under a different interest rate mode. 

Cash Flows From Investing Activities 

Net cash fiows used in investing adivities resulted prindpally from property additions. Energy delivery services expenditures for 
property additions primarily include expenditores related to ti'ansmission and distribution fadlities. Capitei expenditores by ttie 
competitive energy services segment are prindpally generation-related. The following teble summarizes investing activities for 
the three years ended December 31,2007 by business segment: 

Summary of Cash Flows 
Used for investing ActiviUes By Segment 

2007 SouixMS (Uses) 
Energy delivery services 
Competitive energy services 
Ottier 
Inter-Segment recondling items 
Total 

2006 Sources (Uses) 
Energy delivery sen/ices 
Com|3etitive energy sen/ices 
Other 
Inter-Segment reconciling items 
Total 

2005 Sources (Uses) 
Energy delivery sewices 
Competitive energy sendees 
aher 
Inter-Segment recondling items 
Totel 

Property 
Additions 

$ 

$ 

$ 

$ 

$ 

$_ 

(814) 
(740) 

(79) 

(1,633) 

(629) 
(644) 

(42) 

(1,316) 

(782) 
(375) 
(51) 

(1.208) 

Investmente Otiier 
(In millions) 

$ 

— 

$ 

$ 

$ 

L= 

53 
1,302 

-
(15) 

1,340 

147 
(5) 

73 
(9) 

206 

(106) 
(4) 
28 
(12) 
(94) 

$ 

$ 

$ 

$ 

$ 

$ 

(6) 
(3) 

(11) 

, ^ ^ ) 

(10) 

0) 
11 

= ^ 

(14) 
3 

(20) 

(31) 

$ 

$" 

$ 

L 

$ 

H 

Totel 

(767) 
559 
(90) 
(16) 

(313) 

(492) 
(650) 

42 
(9) 

(1.109) 

(902) 
(376) 

(43) 
(12) 

(1.333) 

Net cash used tor investing activities in 2007 decreased by $796 million compared to 2006. The decrease was prindpally due 
to approximately $1.3 billion in proceeds from tiie Bruce Mansfield Unit 1 sale and leaseback b^nsaction. Partially offsetting 
tiie cash proceeds fix)m the sale and leaseback transaction was a $318 million increase in property additions which reflecte 
AQC system and distiibution system reliability program expenditores and a $49 million decrease in c;ash provided from cash 
investinente, primarily fxtm tiie use of restiided cash investmente to repay debt during 2006. 

Net cash used for investing adivities in 2006 decreased by $224 million compared to 2005. The decrease was principally due 
to a $58 million increase in proceeds firom asset sales (see Note 8), an $86 million decrease in net nudear decommissioning 
tiust activities due to the completion of tiie Ohio Companies' and Penn's transition cost recovery for nuctear decommisstoning 
at the end of 2005 and a $163 million decrease in cash investmente described above. These decreases were partially offset by 
a $107 million increase in property additions, including ttie replacement of ttie steam generators and reactor head at Beaver 
Valley Unit 1 and AQC system expenditures. 

Our capitei spending for the period 2008-2012 is expected to be neariy $7.6 billion (exdudlng nuclear foel), of which $2.0 billion 
applies to 2008. Investmente for additional nuclear foel during the 2008-2012 period are estimated to be approximately $1.4 
billion, of which about $132 million applies to 2008. During the same period, our nudear foel investinents are expected to be 
reduced by approximately $952 million and $111 million, respectively, as the nudear fuel is consumed. 
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CONTRACTUAL OBLIGATIONS 

As of December 31,2007, our estimated cash paymente under existing conti^dual obligations that we consider finn obligations 
are as follows: 

Contractual Obligations 

Long-term debt 
Short-temn tximowings 

Interest on long-tenn debt '̂ ' 
Operating leases '̂ ' 

Fuel and purchased power '̂ ' 

Capitei expenditures 
Other'^' 

Total 

$ 

1 

Totel 

10.891 
903 

9,425 

4,813 

16.129 
1,192 

310 

43,663 

$ 

L 

2008 

334 

903 

628 
316 

3.070 

828 
9 

6,088 

2009-

2010 

In millions) 

$ 486 

-
1,204 

626 
5.237 

275 

2 

$ 7.830 

2011-
2012 

$ 1.583 

-
1.070 

633 
3.373 

60 
2 

$ 6.721 

Thersafler 

$ 8,488 

-
6,523 
3.238 
4.449 

29 

297 

$ 23,024 

' ' Interest on variable-rate debt based on rates as of December 31.2007. 
'̂ * See Note 6 to the consolidated financiat statements, 
'̂ * Amounts under contract with fixed or minimum quantities ttased on estimated annual requirements. 
'**' Includes amounts tor capitei leases (see Note 6) and contingent tax liabilities (see Note 9). 

Guarantees and Other Assurances 

As part of normal business activities, we enter into various agreemente on behalf of our subskliaries to provide finandal or 
performance assurances to third parties. These agreemente indude conti^d guarantees, surety bonds, and LOCs. Some of 
tiie guaranteed contracte contein collateral provisions that are contingent upon our credit ratings. 
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As of December 31, 2007, our maximum exposure to potential fotore paymente under outetendlng guarantees and ottier 
assurances approximated $4.5 billion, as summarized t>etow: 

Maximum 
Guarantees and Other Assurances Exposure 

(In millions) 
FirstEnergy Guarantees of Subsidiaries' 

Energy and Energy-Related Contrads '̂ ^ $ 503 
LOC (long-term debt) - interest coverage *̂ ' 6 
Otiier ^' 503 

1,012 

Subsidiaries' Guarantees 
Energy and Energy-Related Contracts 64 
LOC (long-term debt) - interest coverage ̂ ^̂  6 
Ottier'"* 2.641 

2.711 

Surety Bonds 73 
LOC (long-term debt) - interest coverage ̂ ^ 5 
LOC (non-debt) *̂ "̂ * 692 

770 
Total Guarantees and Other Assurances $ 4.493 

(1) 

(2) 

(4) 

(5) 

Issued for open-ended temis, vrith a 10-day termination right by 
RrstEnergy. 
Reflects the interest coverage portion of LOCs issued in support of 
fioating-rate PCRBs witti various maturities. The principal amount of 
floating-rate PCRBs of $1.6 billion is rsfleded in debt on FirstEnerg/s 
consolidated balance sheets. 
Indudes guarantees of $300 million for OVEC obligations and 
$80 million for nuctear decommissioning fonding assurances. 
Includes FES' guarantee of FGCO's obligations under the sale and 
leaseback of Bruce Mansfield Unit 1, but excludes FES' guarantee of 
FGCO's and NGC's respec:tive obligations under insurance agreements 
for PCRBs in audion-rate Interest mode. The $456 million principal 
amount of auction-rate PCRBs is refiected in debt on FE's consolidated 
balance sheete. 
Indudes $73 millton issued for various terms pursuant to LOC capacity 
available under FirstEnergy's revolving credit tedlity. 

'̂ * includes approximately $194 million pledged in connection with the sale 
and leaseback of Beaver Valley Unit 2 by CEI and TE, $291 million 
pledged in connedion with the sale and leasetrack of Beaver Valley 
Unit 2 by OE and $134 million pledged in connection witti the sate and 
leaseback of Perry Unit 1 by OE. 

We guarantee energy and energy-related paymente of our subsidiaries involved in energy commodity activities prindpally to 
tedlitate norrrial physical transadions involving eledricity. gas. emission allowances and coal. We also provide guarantees to 
various providers of subsidiary financing principally for the acquisition of property, plant and equipment. These agreemente 
legally obligate us to fijtfill the obligations of our subsidiaries directiy involved in ttiese energy and energy-related transactions 
or financings where tiie law might otherwise limit ttie counterparties* daims. If demands of a counterparty were to exceed tfie 
ability of a subsidiary to satisly existing obligations, our guarantee enables ttie counterpariys legal daim to be satisfied by our 
ottier assets. We believe ttie likelihood is remote that such parentel guarantees will increase amounts otherwise payable by us 
to meet our obligations incuned in connection with ongoing energy and energy-related contiacte. 

While these types of guarantees are normally parental commitinents for tiie future payment of subsidiary obligations, 
subsequent to the occurence of a credit rating downgrade or "material adverse evenf the immediate posting of cash 
collateral or provision of an LOC may be required of the subsidiary. As of December 31, 2007, our maximum exposure 
under these collateral provisions was $402 million. 

Most of our surety bonds are backed by various indemnities common within the insurance industry. Surety bonds and related 
guarantees provide additional assurance to outside parties tiiat contradual and statutory obligations will be met in a number of 
areas including construction contiacte, environmentel commitments and various reteil transadions. 

We have guaranteed the obligations of the operators of Uie TEBSA projed up to a maximum of $6 million (subjed to 
escalation) under tiie projed's operations and maintenance agreement. In connection with the sale of TEBSA in January 2004, 
ttie purchaser indemnified us against any loss under ttiis guarantee. We have also provided an LOC ($19 millbn as of 
December 31,2007), which is renewable and declines yeariy teased upon tiie senior outstanding debt of TEBSA. 
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As described above, on July 13, 2007, FGCO completed a sale and teaseback transaction for ite 93.825% undlvtoed interest in 
Bruce Mansfield Unit 1. FES has unconditionally and irrevocably guaranteed all of FGCO's obligations under each of the 
leases. The related lessor notes and pass through certificates are not guaranteed by FES or FGCO, but the notes are secured 
by, among ottier things, each lessor trust's undivided interest in Unit 1, rights and interests under ttie applicabte lease and 
righte and intereste under ottier related agreements, including FES' lease guaranty. 

OFF-BALANCE SHEET ARRANGEMENTS 

FES and tiie Ohio Companies have obligations that are not induded on our Consolidated Balance Sheete related to sate and 
leaseback anangements involving Pen^ Unit 1, Beaver Valley Unit 2 and the Bruce Mansfield Plant, which are satisfied through 
operating lease paymente. As of December 31, 2007, the present value of ttiese sale and leaseback operating lease 
commitments, net of trust investinente, totel $2.3 billion. 

We have equity ownership intereste in certein businesses that are accounted for using ttie equity method of accounttog for 
investinente. There are no undisclosed material contingencies related to these investmente. Certain guarantees tiiat we do not 
exped to have a material current or fotore effed on our finandal condition, lk|uldity or results of operations are disclosed under 
Guarantees and Other Assurances above, 

MARKET RISK INFORMATION 

We use various maricet risk sensitive instiiimente, including derivative conbracte, to manage the risk of price and interest rate 
fluduations. Our Risk Policy Committee, comprised of members of senbr management provides general oversight for risk 
management adivities throughout the company. 

Commodity Price Risk 

We are exposed to financial and maricet risks resulting from the fluduation of interest rates and commodity prices - electiicity, 
energy transmission, natural gas, coal, nuclear foel and emission allowances. To manage tiie volatility reteting to these 
exposures, we use a variety of non-derivative and derivative instiumente, including fonvanj contiacte, options, fotures contracte 
and swaps. The derivatives are used prindpally for hedging purposes. Derivatives tiiat fall witiiin the scope of SFAS 133 must 
be reconded at ttieir fair value and marî ed to market. The majority of our derivative hedging contiacte qualify for tiie normal 
purchase and nonnal sale exception under SFAS 133 and are tiierefore exduded trom Uie tebles below. Contracte that are not 
exempt from such treatment include certein power purchase agreemente with NUG entities ttiat were strodured pursuant to the 
Public Utility Regulatory Policies A d of 1978. These non-trading contiacte are adjusted to fair value at tiie end of each quarter, 
with a con'esponding regulatory asset recognized for above-martcet coste. The cfiange in tiie fair value of commodity derivative 
confa'acte related to energy production during 2007 is summarized in the follovtnng teble: 

Non'tiedge Hedge Totel Increase (E)ecrease) in the Fair Value of Derivative Contracte 

Change in the Fair Value of Commodity E>erivative Contracts: 
Outstending net liability as of January 1,2007 
Additions/change in value of existing contracts 
Settled contracts 
Outstanding net liability as of December 31,200/^' 

Non-commodity Net Liabilities as of Decenfit>er 31,2007: 
Interest rate swaps*̂ ' 
Net Liabilities - Derivative Contracte as of December 31» 2007 

Impact of Changes in Commodity Derivative Contracte* '̂ 
Income Statement effects (pre-tax) 
Balance Sheet effects: 

OCl (pre-tax) 
Regulatory asset (net) 

*̂ ' Includes $713 million In non-hedge commodity derivative contracts (primarily with NUGs). which are ofT^t by a regulatory asset 
'̂ ' Interest rate swaps are treated as cash flow or fair value hedges (see "Interest Rate Swap Agreenfients" betow). 
^̂ ' Represents the change in value of existing contracts, settled contracts and dianges in techniques/ assumptions. 

$ 

$ 

$ 

$ 

$ 
$ 

(1.140) 
117 
310 
(713) 

. 
(713) 

4 

(423) 

(In millions) 

$ 

$ 

$ 

$ 

$ 
$ 

(17) 
(21) 
12 

(26) 

(5) 
(31) 

. 

(9) 

$ 

S_ 

L 
$ 

$ 
$ 

(1.157) 
96 

322 
(739) 

(5) 
(744) 

4 

(9) 
(423) 
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Non-Hedge 

$ 

Hedge Totel 
(In millions) 

% 24 $ 24 
(48) (48) 

Derivatives are induded on the Consolidated Balance Sheet as of December 31,2007 as follows: 

Balance Sheet Classification 

Current-
Ottier assets 
Otiier liabilities 

hton-Current-
Other defened charges 37 8 45 
Ottier noncurrent liabilities (750) (15) (765) 

Net liabilities $ (713) $ (31) $ (744) 

The valuation of derivative contiiacte is based on observable maricet informatbn to the extent ttiat such infonnation is available. 
In cases where such Infonnation is not available, we rely on model-based information. The model provides estimates of fijtore 
regbnal prices for eledridty and an estimate of related price volatility. We use these resulte to develop estimates of fair value 
for financial reporting purposes and for intemal management decision making. Sources of information for the valuation of 
commodity derivative contiacte as of December 31,2007 are summarized by year in tiie fdlowing table: 

Source of infbmiation 
-Fair Value by Contract Year 2008 2009 2010 2011 2012 Thereafter Totel 

Prices actively quoted''' 
Other extemal sources'^' 
Prices based on models 

Total'^' 

$ (1)$ 
(235) 

$ (236) $ 

- $ 
(172) 

(172)$ 

(In millions) 
- $ - $ 

(151) (97) 

(151)$ (97)$ 

- $ 

(28) 
(28)$ 

- $ 

(55') 
(55)$ 

(1) 
(655) 

(83) 
(739) 

*'' Exchange traded. 
'̂ ' Broker quote sheets. 
*̂ ' Indudes $713 million in non-hedge commodity derivative contracts (primarily with NUGs), which are cflset by a regulatory asset 

We perform sensitivity analyses to estimate our exposure to tiie market risk of our commodity positions. A hypothetical 10% 
adverse shift (an increase or decrease depending on ttie derivative position) in quoted maricet prices in ttie near temi on our 
derivative instiuments would not have had a material effed on our consolidated finandal position (assets, liabilittes and equity) 
orcash fiows as of December 31,2007. Based on derivative contracte held as of December 31, 2007, an adverse 10% change 
in commodity prices would decrease net income by approximately $3 million for the next twelve months. 

Interest Rate Risk 

Our exposure to fluctuations in maricet interest rates is reduced since a significant portion of our debt has fixed interest rates, as 
noted in the teble t>elow. 

Comparison of Carrying Value to Fair Value 

Year of Maturity 

Assete 
Investments other than Cash and 

Cash Equivalents-Fixed Income 
Average interest rate 

There- Fair 
2008 2009 2010 2011 2012 after Totel Value 

(Dollars In millions) 

$ 86 $ 64 $ 80 $ 86 $ 103 $ 1.474 $ 1.893 $ 1.988 
6.6% 7.9% 7.9% 7.9% 7.9% 5.6% 6.0% 

Liabilities 
Long-term Debt and Other 

Long-temi Obligations: 
Fixed rate^^* $ 334 $ 287 $ 199 $ 1,540 $ 43 $ 6,265 $ 8,668 $ 8,908 

Average interest rate 52% 6.7% 5.4% 6.4% 5.9% 6.3% 6.3% 
Variabterate'̂ * $ 2.223 $ 2,223 $ 2,223 

Average interest rate 3.7% 3.7% 
Short-tenn Borrowings $ 903 $ 903 $ 903 

Average interest rate 5.4% 5.4% 

Balances and rates do not refied the fixed-to-floating interest rate swap agreements disojssed t)ek)w. 
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We are subject to the inherent interest rate risks related to refinandng matoring debt by issuing new del^ securities. As 
discussed in Note 6 to the consolidated financial stetemente, our investinente in capitei tnjste effectively reduce future lease 
obligations, also redudng interest rate risk. Fluduations in the fair value of NGCs and our Ohio Companies' decommissioning 
trost balances wilt eventually afted eamlngs (immediately for unrealized losses and affecting OCl initially for unrealized gains) 
based on the guidance in SFAS 115, FSP SFAS 115-1 and SFAS 124-1. The Pennsylvania Compantes and JCP&L, however, 
will eittier recover or refond to customers tiie difference between ttie Investmente held in trust and their decommissioning 
obligations. Therefore, there is not expeded to be an eamings effect fi^m fluduations in their decommissioning tiust batences. 
As of December 31, 2007, our decommissioning trust balances toteled $2.1 billion, witii $1.5 blHbn held by NGC and our Ohio 
Companies and ttie remaining balance held by JCPStL, Met-Ed and Penelec. The trust balances of NGC and our Ohio 
Companies were comprised of 66% equity securities and 34% debt instnjmente as of December 31, 2007. 

Interest Rate Swap Agreements - Fair Value Hedges 

We utilize fixed-for-floating interest rate swap agreemente as part of our ongoing effort to manage tiie interest rate risk 
associated with our debt portfolio. These derivatives are treated as fair vatoe hedges of fixed-rate, long-term debt issues -
protecting against the risk of changes in the fair value of fixed-rate debt instiumente due to tower interest rates. Swap 
maturities, call options, fixed interest rates and interest payment dates match those of the underiying obligations. During 2007, 
we paid $2 million to tenninate swaps witii a notional amount $500 million as our subsbiary redeemed the assodated hedged 
debL The net loss was recognized as interest expense during 2007. As of December 31, 2007, ttie debt underiying tiie 
$250 million outstending notional amount of interest rate swaps had a weighted average fixed interest rate of 4.87%, vi^ich the 
swaps have converted to a cun-ent weighted average variable rate of 5.48%. 

Interest Rate Swaps 

Fair value hedges 

December 31.2007 
Notional 

_ Amount 

$ 100 

150 

$ 250 

Rllafority 
Date 

2008 
2010 
2013 
2015 
2025 
2031 

-

$ 

1 

Fair 
December 31,2006 

Notional 
Value Amount 

(In millions) 
- $ 

(3) 

(3) $ 

100 
50 

300 
150 
50 

100 

750 

Maturity 
Date 

2008 
2010 
2013 
2015 
2025 
2031 

Fair 
Value 

$ (2) 
(1) 
(6) 

(10) 
(2) 
(6) 

$ (27) 

Forward Starting Swap Agreements - Cash Flow Hedges 

We utilize forward starting swap agreements (fonivard swaps) in order to hedge a portion of tiie consolidated interest rate risk 
associated witti anticipated foture issuances of fixed-rate, long-tenn debt securities for one or more of our consolidated 
subsidiaries in 2007 and 2008. These derivatives are treated as cash flow hedges, protecting against tiie risk of changes in 
future interest payments resulting from changes in benchmark U.S. Treasury rates between tfie date of hedge inception and 
tiie date of tiie debt issuance. During 2007, we tenninated fonA^txl swaps witti an aggregate notional value of $2.5 billion at a 
cost of $30 million. The ineffective portion of ttiat loss ($1.6 million) was recognized in cunent period eamings. The remaining 
effective portion of the loss virill be recognized over the temns of ttie assodated future debt. As of December 31, 2007, we hsKi 
outetanding fonward swaps with an aggregate notional amount of $400 million and an aggregate fair value of $(3) million. 

Forward Storting Swaps 

Cash flow hedges 

December 31.2007 
Notional 
Amount 

$ 25 

325 
50 

$ 400 

Maturity 
Date 

2015 $ 
2017 
2018 
2020 

$ 

December 31.2006 
Fair Notional 

Value Amount 
(In millions) 

( 1 ) $ 

(1) 
(1) 
(3) $ 

25 
200 

25 
50 

300 

Maturity Fair 
Date Value 

2015 $ 
2017 (4) 
2018 (1) 
2020 1 

$ (4) 

Equity Price Risk 

Induded in nudear decommissioning truste are mariceteble equity securities canied at their current teir value of approximately 
$1.4 billion as of December 31, 2007, A hypotiietical 10% decrease in prices quoted by stock exchanges wouto result in a 
$136 million redudion in fair value as of December 31,2007 (see Note 5(B)). 
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Certain investmente within our nudear decommissioning, pension and other postretirement benefit truste hold credit market 
securities, including subprime mortgage-related assets. The fair value of these subprime-related investinente has dedined as a 
result of recent market developmente, including a series of rating agency downgrades of subprime mortgage-related assete. 
We exped that maricet conditions vinll continue to evolve, and ttiat tiie fair value of ttiese investinente may fi^equently change. 
We have assessed our investmente and believe that declines in tiie fair value of our nuclear decommissioning and pension 
tiuste, due to tiieir relatively small exposure to subprime assets, will not be material. 

CREDIT RISK 

Credit risk is Hie risk of an obligor's failure to meet the temns of any investinent contrad, loan agreement or otherwise perform 
as agreed. Credit risk arises from all activities in which success depends on issuer, borrower or counterparty performance, 
whether refieded on or off the balance sheet. We engage in ti'ansadions for the purchase and sale of commodities including 
gas, eledricity, coal and emission allowances. These b^nsadions are often with major energy companies within our industry. 

We maintein credit polides with resped to our counterparties to manage overall credit risk. This includes performing 
indeipendent risk evaluations, adively monitoring portfolio ti'ends and using collateral and conti^d provisions to mitigate 
exposure. As part of our credit program, we aggressively manage ttie quality of our porttolio of energy contracte, evidenced by 
a cunent weighted average risk rating for energy conti^d counterparties of BBB+ (S&P). As of December 31, 2007, the largest 
credit concentration with one party, JP Morgan (cunentiy rated investinent grade), represented 10,7% of our total credit risk. 
Within our unregulated energy subsidiaries, 99% of credit exposures, net of collateral and reserves, were vintii investinent grade 
counterparties as of December 31,2007. 

REGULATORY MATTERS 

In Ohio, New Jersey and Pennsylvania, laws applicable to electiic industry resbuduring contein similar provisions that are 
refieded in tiie Companies' respective stete regulatory plans. These provisions include: 

• restruduring ttie eledric generation business and allowing tiie Companies' customers to seled 
competitive eledric generation suppliers ottier than the Companies; 

• esteblishing or defining the PLR obligations to customers in the Companies' service areas; 

• provtoing the Companies witii the opportunity to recover potentially stranded investinent (or transition 
costs) not otherwise recoverable in a competitive generation maricet 

• itemizing (unbundling) the price of eledricity into ite component elemente - induding generation, 
transmissbn, distribution and sti^nded coste recovery charges; 

• continuing regulation of ttie Companies' transmission and distiibution systems; and 

• requiring corporate separation of regulated and unregulated business activities. 

The Companies and ATSI recognize, as regulatory assets, coste which the FERC, PUCO, PPUC and NJBPU have 
autiiorized for recovery from customers in foture periods or for which authorization is probable. Without the probability of 
such authorization, coste cun-entiy recorded as regulatory assets woub have been charged to income as incun-ed. 
Regulatory assete tiiat do not eam a cunent retum toteled approximately $140 million as of December 31, 2007 (JCP&L -
$84 million, Met-Ed - $54 million and Penelec - $2 million). Regulatory assete not earning a current retum (primarily for 
certein regulatory tiansition coste and employee postretirement t)enefits) will be recovered by 2014 for JCP&L and by 2020 
for Met-Ed and Penelec. The following teble discloses regulatory assete by company: 

Regulatory 

OE 
CEI 
TE 
JCP&L 
Met-Ed 
ATSI 

Total 

Assete* 
December 31, 

$ 

$_ 

2007 

737 
871 
204 

1,596 
495 

42 

3.945 

December 31, 
2006 

(In millions) 
$ 741 

855 
248 

2,152 
409 

36 

$ 4,441 

Increase 
(Decrease) 

$ (4) 
16 

(44) 
(556) 

86 
6 

$ (496) 

Penn had net regulatory liabilities of approximately $67 million and $68 million 
as of December 31,2007 and 2006, respectively. Penetec had net regulatory 
liabilities of approxtmately $74 millton and $96 millton as of December 31, 
2007 and 2006, respectively. These net regulatory liabilities are included in 
Other Non-current Liabilities on the Consdidated Balance Sheets. 
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Regulatory assets by source are as follows: 

Regulatory Assete By Source 

Regulatory transition costs 
Customer shopping incentives 
Customer receivables for ftiture Income texes 
l_oss on reacquired debt 
Employee postretirement benefits 
Nuclear decommissioning, deconteminatton 

and spent fuel disposal costs 
Asset removal costs 
IVIISO/PJM transmission costs 
Fuel costs - F̂ CP 
Distribution costs - RCP 
Ottier 

Total 

Decemi>er31, 

$ 

H 

2007 

2.363 
516 
295 

57 
39 

(115) 
(183) 
340 
220 
321 

92 
3,945 

December 31, 

(In 
$ 

$ _ 

2006 
mf///onsJ 

3,266 
603 
217 

43 
47 

(145) 
(168) 
213 
113 
155 
97 

4.441 

Increase 
(Decrease) 

$ (903) 
(87) 
78 
14 
(8) 

30 
(15) 
127 
107 
166 

(5) 
$ (496) 

Ohio 

The Ohio Companies filed an application and stipulation vwtti ttie PUCO on September 9, 2005 seeking approval of ttie RCP, a 
supplement to the RSP. On November 4, 2005, the Ohio Compantes filed a supplementel stipulation witii the PUCO. vwhich 
constituted an additional component of ttie RCP. On January 4, 2006, ttie PUCO approved, vwtti modifications, tiie Ohio 
Companies' RCP to supplement the RSP to provide customers witti more certein rate tevels ttian othenvise available under Uie 
RSP during the plan period. The following teble provides the estimated net amortization of regulatory tiBnsltion coste and 
deferred shopping incentives (induding associated carrying charges) under the RCP for tiie period 2008 tiirough 2010: 

Amortization 
Period 

2008 
2009 
2010 

Totel Amortization 

$ 

l_ 

OE 

207 $ 

207 $ 

CEI TE 
(In millions) 
126 $ 
212 
273 
611 $ 

113 

113 

Totel 
Ohio 

$ 446 
212 
273 

$ 931 

Several parties subsequentiy filed appeals to tiie Supreme Court of Ohio in connection witti certein portions of the approved 
RCP. In ite order, the PUCO autiiorized the Ohio Companies to recov^ certein increased foel coste through a fuel rider, and to 
defer certain other increased fuel coste to be incurred fi^om January 1, 2006 ttirough December 31, 2008, induding interest on 
ttie deferred balances. The order also provided fbr recovery of the defen-ed coste over a 25-year period tiirough distiibution 
rates, which are expeded to be effedive on January 1, 2009 for OE and TE, and approximately May 2009 for CEI. Through 
December 31, 2007, the defen-ed foel coste, induding interest, were $111 million, $76 million and $33 millbn for OE, CEI and 
TE, respedively. 

On August 29, 2007, the Supreme Court of Ohb concluded ttiat ttie PUCO violated a provisbn of ttie Ohio Revised Code by 
permitting the Ohio Companies "to colled defened increased foel coste through fotore distiibutbn rate cases, or to attematively 
use excess foel-cost recovery to reduce defen-ed distiibution-related expenses" because foel costs are a component of 
generation sen/ice, not distiibution service, and permitting recovery of defened foel coste tiirough distiibution rates constitoted 
an impermissible subsidy. The Court remanded the matter to the PUCO for forther consideration consistent witti ttie Oiurfs 
Opinion on this issue and affimned ttie PUCO's order in all ottier respecte. On September 10, 2007 ttie Ohio Companies filed 
an Application with the PUCO that requested ttie implementetion of tvwo generation-related foel cost riders to colled ttie 
increased fuel coste tiiat were previously authorized to be defen*ed. The Ohto Companies requested tiie riders to become 
effedive in Odober 2007 and end in December 2008, subjed to reconciliation that would be expeded to continue through the 
first quarter of 2009. On January 9, 2008 the PUCO approved the Ohio Companies' proposed foel cost rider to recover 
increased foel costs to be incuned commencing January 1, 2008 through December 31, 2008, which is expeded to be 
approximately $167 million. The foel cost rider became effective January 11, 2008 and will be adjusted and r^econdled 
quarteriy. In addition, the PUCO ordered ttie Ohio Companies to file a separate application for an alternate recovery 
mechanism to collect the 2006 and 2007 defened foel coste. On February 8, 2008, ttie Ohio Companies filed an application 
proposing to recover $220 million of defened foel coste and carrying charges for 2006 and 2007 pureuant to a separate foel 
rider, v/itti altemative options for the recovery period ranging from five to twenty-five years. This second application is currentiy 
pending before the PUCO. 
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The Ohio Companies recover all MISO transmission and ancillary service related coste incurred ttirough a recondlable rider 
that is updated annually on July 1. The riders tiiat became effective on July 1, 2007, represent an increase over tiie amounte 
colleded thnxjgh the 2006 riders of approximately $64 million annually, ff it is subsequentiy detennined by tiie PUCO that 
adjustmente to the riders as filed are necessary, such adjustmente. witii carrying coste, will be incorporated into the 2008 
tiBnsmissbn rider filing. 

The Ohio Companies filed an application and rate request fbr an increase in eledric distribution rates with the PUCO on 
June 7,2007. The requested increase is expeded to be more than ofteet by tiie elimination or redudion of transition charges at 
tiie time the rates go into effed and would result in towering the overall non-generation portion of ttie average etedric bill for 
most Ohio customers. The distiibution rate increases refled capitei expenditores since the Ohio Companies' last distribution 
rate proceedings, increases in operation and maintenance expenses and recovery of regulatory assets that were autiiorized in 
prior cases. On August 6, 2007, the Ohio Companies updated ttieir filing supporting a distiibution rate increase of $332 million. 
On December 4, 2007, the PUCO Steff issued ite Steff Reporte conteining the resulte of their investigation Into the distiibution 
rate requesL tn ite reporte, ttie PUCO Steff recommended a distiibution rate increase in ttie range of $161 million to 
$180 million, with $108 million to $127 million for distiibution revenue increases and $53 miliion for recovery of coste deferred 
under prior cases. This amount excludes the recovery of defemed fuel coste, whose recovery Is now being sought in a separate 
proceeding before tiie PUCO. discussed above. On January 3, 2008, ttie Ohio Companies and intervening parties filed 
objections to the Staff Reporte and on January 10, 2008, the Ohio Companies filed supplementel testimony. Evidentiary 
hearings began on January 29, 2008 and continued through February 2008. During tiie evidentiary hearings, the PUCO Staff 
submitted testimony decreasing ttieir recommended revenue increase to a range of $114 millton to $132 million. Addittonally, in 
testimony submitted on February 11,2008, the PUCO Steff adopted a positbn regarding interest deferred pursuant to ttie RCP 
ttiat, if upheld by the PUCO, would result in ttie vtnite-off of approximately $13 million of interest coste defend ttirough 
•December 31, 2007 ($0.03 per share of common stock). The PUCO is expected to render ite decision during ttie second or 
ttiind quarter of 2008. The new rates would become effedive January 1, 2009 for OE and TE, and approximately May 2009 for 
CEI. 

On July 10,2007, ttie Ohio Companies filed an application with tiie PUCO requesting approval of a comprehensive supply plan 
for providing reteil generation service to customers who do not purchase electricity from an altemative supplier, beginning 
January 1, 2009. The proposed competitive bidding process would average the resulte of multiple bidding sessions conduded 
at different times during tiie year. The final price per kilowatt-hour would refled an average of the prices resulting from all bids. 
In ttieir filing, the Ohio Companies offered two alternatives for sbuduring tiie bids, either by customer dass or a "slice-of-
system" approach. A slice-of-system approach would require the successfol bidder to be responsible fbr supplying a fixed 
percentage of the utility's total load notwithstending the customer's dassification. The proposal provides ttie PUCO witti an 
option to phase in generation price increases for residential teriff groups who would experience a change in their average total 
price of 15 percent or more. The PUCO held a technical conference on August 16, 2007 regarding tiie filing. Initial and reply 
commente on the proposal were filed by various parties in September and Odober, 2007, respectively. The proposal is 
currently pending before the PUCO. 

On September 25, 2007, tiie Ohio Govemor's proposed energy plan was offidally introduced into the Ohio Senate. The bill 
proposes to revise stete energy policy to address elecbic generatbn pricing after 2008, esteblish advanced energy portfolio 
stendards and energy efficiency stendards, and create GHG emissions reporting and cariDon control ptenning requiremente. 
The bill also proposes to move to a "hybrid" system for detenninlng rates for deteult service in which electric utilities would 
provide regulated generation service unless tiiey satisfy a stetutory burden to demonstrate the existence of a competitive 
mari<et for reteil electridty. The Senate Energy & Public Utilities Committee conduded hearings on the bill and received 
testimony firom interested parties, induding ttie (Govemor's Energy Advisor, the Chairman of the PUCO, consumer groups, 
utility executives and ottiers. Several proposed amendments to the bill were submitted, induding those fiom Ohto's investor-
owned electric utilities. A substitote version of the bill, which incorporated certein of the proposed amendmente, was introduced 
into the Senate Energy & Public Utilities (Committee on Odober 25, 2007 and was passed by ttie Ohio Senate on Odober 31, 
2007. The bill as passed by ttie Senate is now being considered by ttie IHouse Publb Utilities Committee, which has conduded 
hearings on the bill. Testimony has been received fix)m interested parties, induding the Chainnan of ttie PUCO, consumer 
groups, utility executives and others. At this time, we cannot predid tiie outcome of this process nor detennine the impad, if 
any, such legislation may have on our operations or those of the Ohto Companies. 

Pennsylvania 

Met-Ed and Penelec have been purchasing a portion of their PLR and deteult service requiremente frt)m FES through a partial 
requiremente wholesale power sales agreement and various amendmente. Based on ttie outcome of tiie 2006 comprehensive 
transition rate filing, as described below, Met-Ed, Penelec and FES agreed to restete tiie partial requiremente power sales 
agreement effective January 1, 2007. The resteted agreement incorporates the same fixed price for residual caf)adty and 
energy supplied by FES as in tiie prior anangemente between the parties, and automati'cally extends for successive one year 
temns unless any party gives 60 days' notice prior to tiie end of tiie year. The restated agreement also allows Met-Ed and 
Penelec to sell tiie output of NUG energy to the market and requires FES to provide energy at fixed prices to replace any NUG 
energy sold to the extent needed for Met-Ed and Penelec to satisfy their PLR and deteult service obligations. The fixed price 
under the resteted agreement is expeded to remain below wholesale market prices during the term of the agreement. 
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If Met-Ed and Penelec were to replace ttie entire FES supply at current maricet power prices wittiout conesponding regulatory 
authorization to increase their generation prices to customers, each company would likely incur a significant increase in 
operating expenses and experience a material deterioration in credit quality metiics. Under such a scenario, each company's 
credit profile would no longer be expeded to support an Investinent grade rating for ttieir fixed income securities. Based on the 
PPUC's January 11, 2007 order descrifcjed below, if FES ultimately detemnines to terminate, reduce, or significantly modify the 
agreement prior to the expiration of Met-Ed's and Penelec's generation rate caps in 2010, timely regulatory relief is not likely to 
be granted by the PPUC. 

Met-Ed and Penelec made a comprehensive transition rate filing witti the PPUC on April 10, 2006 to address a number of 
transmission, distribution and supply issues. If Met-Ed's and Penelec's preferred approach involving accounting deferrals had 
been approved, annual revenues would have increased by $216 million and $157 million, respectively. That fiiing incfoded, 
among other things, a request to charge customers fbr an increasing amount of martcet-priced power procured through a CBP 
as tiie amount of supply provided under tiie then existing FES agreement was to be phased out. Met-Ed and Penelec also 
requested approval of a January 12, 2005 petition for the defenal of transmission-related coste incun-ed during 2006. In ttiis 
rate filing, Met-Ed and Penelec requested recovery of annual ttansmission and related costs incurred on or after January 1, 
2007, plus the amortized portion of 2006 coste over a ten-year period, along witti applicabte carrying charges, thnxigh an 
adjusteble rider. Changes in the recovery of NUG expenses and the recovery of Met-Ed's non-NUG stranded coste were also 
induded in the filing. On May 4, 2006, tiie PPUC consolidated ttie remand of ttie FirstEnergy and GPU merger proceeding, 
related to tiie quantification and allocation of merger savings, witti the comprehensive transition rate filing case. 

The PPUC entered ite opinion and order in the comprehensive rate filing proceeding on January 11, 2007. The order approved 
the recovery of transmission coste, including ttie transmission-related defenal for January 1, 2006 through January 10, 2007, 
and detennined that no merger savings fi^m prior years should be considered in determining customers' rates. The request for 
increases in generation supply rates was denied as were the requested changes to NUG expense recovery and Met-Ed's non-
NUG sti-anded costs. The order decreased Met-Ed's and Penelec's distiritnjtion rates by $80 million and $19 million, 
respedively. These decreases were offset by ttie increases allowed for tiie recovery of transmissbn coste. Met-Ed's and 
Penelec's request for recovery of Saxton decommissioning costs was granted and, in January 2007, Met-Ed and Penelec 
recognized income of $15 million and $12 million, respectivety, to esteblish regulatory assets for those previously expensed 
decommissioning costs. Overall rates increased by 5.0% for Met-Ed ($59 million) and 4.5% for Penelec ($50 million). Met-Ed 
and Penelec filed a Petition for Reconsideration on January 26, 2007, on the issues of consolidated tax savings arid rate of 
retum on equity. Ottier parties filed Petitions for Reconsideration on ttansmission (including congestion), b^nsmissbn defenals 
and rate design issues. On March 1, 2007, the PPUC issued three orders: (1) a tentative order regarding the reconsideration by 
tiie PPUC of its own order; (2) an order denying tiie Petitions for Reconsideration of Met-Ed, Penetec and tiie OCA and 
denying in part and accepting in part ttie MEIUG's and PICA'S Petition for Reconsideration; and (3) an order approving the 
compliance filing. Comments to the PPUC for reconsideration of ite order were filed on March 8, 2007, and ttie PPUC ruled on 
the reconsideration on April 13, 2007, making minor changes to rate design as agreed upon t ^ Met-Ed, Penelec and certein 
otiier parties. 

On March 30, 2007, MEIUG and PICA filed a Petition for Review vwth tiie Commonwealtti Court of Pennsyh/ante asking ttie 
court to review ttie PPUC's determination on b^nsmission (including congestion) and the transmission defenal. Met-Ed and 
Penelec filed a Petition for Review on April 13, 2007 on ttie issues of consolidated tex savings and the requested generation 
rate increase. The OCA filed ite Petition for Review on April 13, 2007, on ttie issues of b^nsmission (induding congestion) and 
recovery of universal service coste from only ttie residential rate dass. From June through Odober 2007, initial responsive and 
reply briete were filed by various parties. Oral argumente are expeded to teke place on April 7,2008. If Met-Ed and Penelec do 
not prevail on ttie issue of congestion, it could have a material adverse effed on our resutts of operatbns and tiiose of Met-Ed 
and Penelec. 

As of December 31, 2007, Met-Ed's and Penelec's unrecovered regulatory deferrals pursuant to the 2006 comprehensive 
tiansition rate case, tiie 1998 Restructuring Settlement (induding tiie Phase 2 proceedings) and the Firs£nergy/GPU Merger 
Settlement Stipulation were $512 million and $55 million, respedively. During tiie PPUC's annual audit of Met-Ed's and 
Penelec's NUG stranded cost balances in 2006, it noted a modification to ttie NUG purchased power sti-anded cost accounting 
metiiodology made by Met-Ed and Penelec. On August 18,2006, a PPUC order was entered requiring Met-Ed and Penelec to 
refiect the defened NUG cost balances as if tiie sti-anded cost accounting methodology modification had not been 
implemented. As a result of this PPUC order, Met-Ed recognized a pre-tax charge of approximately $10.3 million in the tiiird 
quarter of 2006, representing incrementel coste deferred under ^ ^ revised metiiodology in 2005. Met-Ed and Penelec continue 
to believe tiiat the sti^nded cost accounting metiiodotogy modificatbn is appropriate and on August 24, 2006 filed a petition 
with ttie PPUC pursuant to its on:lerfor authorization to retted the stranded cost accounting metiiodology modificatbn ejffective 
January 1, 1999. Hearings on this petition were held in February 2007 and briefing was completed on March 28, 2007. The 
ALJ's initial decision denied Met-Ed's and Penelec's request to modify their NUG sti-anded cost accounting methodology. The 
companies filed exceptions to the initial decision on May 23, 2007 and replies to those exceptions were filed on June 4, 2007. 
On November 8,2007, tiie PPUC issued an order denying any changes in the accounting metiiodotogy for NUGs. 
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On May 2, 2007, Penn filed a plan with the PPUC for the procurement of deteutt service supply from June 2008 tiirough May 
2011. The filing proposed multiple, competitive RFPs with steggered delivery periods for fixed-price, ti^nche-based, pay as bid 
default sen/ice supply to the residential and commerdal classes. The proposal would phase out existing promotional rates and 
eliminates the dedining block and tiie demand componente on generation rates for residential and commerdal customers. The 
industrial class deteutt service would be provided ttirough an houriy-priced service provided by Penn. Quarteriy reconciliation of 
the differences between the coste of supply and revenues from customers was also proposed. On September 28, 2007, Penn 
filed a Joint Petition for Settlement resolving all but one issue in the case. Briete were also filed on September 28,2007 on the 
unresolved issue of incrementel uncolledible accounte expense. The settlement was eittier supported, or not opposed, by all 
parties. On December 20, 2007, the PPUC approved tiie settiement except for tiie foil requiremente banche approach fi^r 
residential customers, which was remanded to the A U for hearings. Under the temns of tiie Settiement Agreement, ttie deteult 
service procurement for small commercial cusfaDmers will be done with multtple RFPs, while the deteult sen/lce procurement for 
large commercial and industiial customers will utilize houriy pricing. Bids in the first RFP for small commercial load were 
received on February 20, 2008. in Febnjary 2008, parties filed direct and rebuttal testimony in the remand proceeding fbr the 
residential procurement approach. An evidentiary hearing was held on February 26, 2008, and this matter will be presented to 
ttie PPUC for ite consideration by March 13,2008. 

On February 1, 2007, ttie Govemor of Pennsylvania proposed an EIS. The EIS includes four pieces of proposed legislation 
ttiat, according to ttie Govemor, is designed to reduce energy coste, promote energy independence and stimulate tiie 
economy. Elemente of the EIS Include ttie insteliation of smart meters, fonding for solar panels on residences and small 
businesses, consen^ation and demand redudion programs to meet energy growtti, a requirement ttiat electiic distiibution 
companies acquire power ttiat resulte in ttie "lowest reasonable rate on a long-tenn basis," the utilization of micro-grids and a 
three year phase-In of rate increases. On July 17, 2007 the Govemor signed into law two pieces of energy tegisiation. The first 
amended the Altemative Energy Portfolio Stendards A d of 2004 to. among other tilings, increase tiie percentege of solar 
energy that must be supplied at tiie condusion of an eledric distribution company's ti'ansltion period. The second law allows 
eledric distiibution companies, at tiieir sole discretion, to enter into long term contracts with large customers and to build or 
acquire intereste in electric generation fedllties specifically to supply long-term contracte with sudn customers. A spedal 
legislative session on energy was convened in mid-September 2007 to consider ottier aspecte of ttie EIS. On December 12, 
2007, the Pennsylvania Senate passed the Altemative Energy Investment A d which, as amended, provides over $650 million 
over ten years to implement the Govemor's proposal. The bill was then refened to the IHouse Environmentel Resources and 
Energy Committee where it awaite consideratton. On Febmary 12, 2008, Uie Pennsylvania House passed House Bill 2200 
which provides tor energy efficiency and demand management programs and tergete as well as the insteliation of smart meters 
within ten years. Other legislation has been introduced to address generation procurement, expiration of rate caps, 
conservation and renewable energy. The final form of this pending legislation is uncertein. Consequentiy, we are unable to 
predid vtrhat impad, if any, such legislation may have on our operations. 

New Jersey 

JCP&L is pennitted to defer for fufore collection from customers tiie amounte by which ite costs of supplying BGS to non-
shopping customers and costs incuned under NUG agreemente exceed amounte colleded through BGS and NUGC rates and 
market sales of NUG energy and capadfy. As of December 31, 2007, the accumulated deferred cost balance toteled 
approximately $322 million. 

In accordance with an April 28, 2004 NJBPU order, JCP8tL filed testimony on June 7, 2004 supporting continuation of the 
current level and duration of tiie fonding of TMI-2 decommissioning coste by New Jersey customers without a reduction, 
tennination or capping of ttie fonding. On September 30, 2004, JCP&L filed an updated TMI-2 decommissbning sfody. This 
sfody resulted in an updated totel decommissioning cost estimate of $729 million (in 2003 dollars) compared to tiie estimated 
$528 million (in 2003 dollars) from the prior 1995 decommissioning study. The DRA filed commente on Febmary 28, 2005 
requesting ttiat decommissioning fonding be suspended. On March 18, 2005, JCP&L filed a response to ttiose commente. A 
schedule for forttier NJBPU proceedings has not yet been seL 

On August 1, 2005, the NJBPU esteblished a proceeding to determine whether additional ratepayer protections are required 
at ttie stete level in light of the repeal of the PUHCA pursuant to the EPACT. The NJBPU approved regulattons effective 
Odober 2, 2006 that prevent a holding company that owns a gas or eledric public utilify from investing more than 25% of 
the combined assets of ite utilify and utility-related subsidiaries into businesses unrelated to tiie utilify industry. These 
regulations are not expeded to materially impact us. Also, in the same proceeding, ttie NJBPU Steff issued an additional 
draft proposal on March 31, 2006 addressing various issues including access to books and recon:Js, ring-fencing, cross 
subsidization, corporate govemance and related matters. With the approval of the NJBPU Steff, the affeded utilities jointly 
submitted an altemative proposal on June 1, 2006. The NJBPU Staff circulated revised drafts of the proposal to interested 
stekeholders in November 2006 and again in February 2007. On February 1,2008, the NJBPU accepted proposed rules for 
publication in the New Jersey Register on March 17. 2008. An April 23, 2008 public hearing on these proposed rules is 
expeded to be scheduled with comments from interested parties expected to be due on May 17, 2008. 
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New Jersey stetutes require that tiie stete periodically underteke a planning process, known as the EMP, to address energy 
related issues including energy securify, economic growtti, and environmentel impad. The EMP is to be devetoped with 
involvement of ttie Govemor's Office and ttie Govemor's Office of Economic Growtti, and is to be prepared by a Master Pten 
Committee, which is chaired by ttie NJBPU President and indudes representetives of several State deparbnente. In Odober 
2006, the cument EMP pnDcess was initiated vwtti the issuance of a proposed set of objectives whbh, as to electricify, induded 
the following: 

• Reduce the totel projeded eledridfy demand by 20% by 2020; 

• Meet 22.5% of New Jersey's eledridfy needs witii renewable energy resources by that date; 

• Reduce air pollution related to energy use; 

• Encourage and maintein economic growtii and development; 

• Achieve a 20% reduction in both Customer Average Interruption Duration Index and System Average 
Intenuption Frequency Index by 2020; 

• Maintein unit prices for eledridfy to no more than +5% of tfie regional average price (region includes New 
York, New Jersey, Pennsylvante, Delaware, Maryland and tiie Distiid of Columbte); and 

• Eliminate ti-ansmission congestion by 2020. 

C^Dmmente on tiie objectives and participation in the development of ttie EMP have been solidted and a number of woricing 
groups have been formed to obtain input fi-om a broad range of interested stekeholders induding uttlities. envirorvnentel 
groups, customer groups, and major customers. EMP working groups addressing: (1) energy effidency and demand response; 
(2) renewables; (3) reliabilify; and (4) pricing issues, have completed their assigned tasks of date gathering and analysis and 
have provbed reports to the EMP Committee. Public stekeholder meetings were held in tiie fall of 2006 and in eariy 2007, and 
forther public meetings are expected in 2008. At tiiis time, we cannot predid tiie outoome of this process nor detenmine tiie 
impad, if any. such legislation may have on our operations or those of JCP&L. 

On Febmary 13. 2007, tiie NJBPU Steff infomnally issued a draft proposal relating to changes to tiie regulations addressing 
electiic distiibution service reliabilify and qualify stendards. Meetings between tiie NJBPU Steff and interested stakeholders to 
discuss the proposal were held and additional, revised informal proposals were subsequentfy drculated by the Staff. On 
September 4, 2007, proposed regulations were published in ttie New Jersey Register, which proposal will be subsequentiy 
considered by the NJBPU following commente that were submitted in September and Odober 2007. At this time, we cannot 
predid ttie outcome of this process nor determine the impact, if any. such regulations may have on our operations or tiiose of 
JCP&L. 

FERC Matters 

Transmission Service between MISO and PJM 

On November 18, 2004, the FERC issued an order eliminating the tiirough and out rate for ttansmission service between the 
MISO and PJM regions. FERC's intent was to eliminate so-called "pancaking" of ti^nsmission charges between tiie MISO and 
PJM regions. The FERC also ordered tiie MISO, PJM and the transmission owners witiiin MISO and PJM to submit 
compliance filings containing a rate mechanism to recover lost ti-ansmission revenues created by elimination of ttiis charge 
(refened to as the Seams Elimination Cost Adjustinent or "SECA") during a 16-montti tiansition period. The FERC issued 
orders in 2005 setting the SECA for hearing. The presiding judge issued an initial dedsion on August 10, 2006, rejecting the 
compliance filings made by MISO. PJM. and ttie transmission owners, and directing new compliance filings. This dedsion is 
subjed to review and approval by the FERC. Briete addressing tiie initial dedsbn were filed on September 11, 2006 and 
Odober 20,2006. A final order could be issued by ttie FERC in ttie first quarter of 2008. 
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PJM Transmission Rate Design 

On January 31, 2005, certain PJM transmission owners made filings witti the FERC pursuant to a settbment agreement 
previously approved by the FERC. JCP&L, Met-Ed and Penelec were parties to that proceeding and joined in two of the filings. 
In ttie first filing, ttie settling transmission owners submitted a filing Justifying continuation of their existing rate design witiiin the 
PJM RTO. Hearings were held and numerous parties appeared and litigated various issues concerning PJM rate design; 
notebly AEP, which proposed to create a "postege stemp", or average rate for all high vottage ttansmission focilities across 
PJM and a zonal transmission rate for focilities below 345 kV. This proposal would have the effed of shifting recovery of tiie 
coste of high voltege transmission lines to otiier transmission zones, induding tiiose where JCP&L, Met-Ed, and Penelec serve 
load. The ALJ issued an initial dedsion direding tiiat tiie cost of ail PJM ti-ansmission facilities, regardless of voltage, should be 
recovered tiirough a postage stemp rate. The A U recommended an April 1,2006 effective date for tiiis change in rate design. 
Numerous parties, induding us, submitted briete opposing the ALJ's dedsion and recommendations. On April 19, 2007, the 
FERC issued an order rejecting ttie ALJ's findings and recommendations in neariy every resped. The FERC found that ttie 
PJM transmission owners' existing license plate" or zonal rate design was just and reasonable and ordered that tiie cunent 
license plate rates for existing ttansmission facilities be reteined. On the issue of rates for new ttansmission facilities, the FERC 
direded that coste for new ttansmission focilities that are rated at 500 kV or higher are to be collected fiT>m all ti-ansmission 
zones tiiroughout tiie PJM footprint by means of a postege-stemp rate. Coste for new fa^nsmission facilities ttiat are rated at 
less ttian 500 kV, however, are to be allocated on a "beneficiary pays" basis. FERC found ttiat PJM's current benefidary-pays 
cost allocation methodology Is not suffidentty deteiled and, in a related order tiiat also was issued on April 19, 2007, direded 
that hearings be held for ttie purpose of estebllshing a just and reasonabte cost allocation metiiodology for indusion in PJM's 
teriff. 

On May 18, 2007, certein parties filed for rehearing of ttie FERC's April 19, 2007 order. On January 31, 2008, the requeste for 
rehearing were denied. The FERC's orders on PJM rate design will prevent the allocation of a portion of the revenue 
requirement of existing ti-ansmissbn fodlities of other utilities to JCP&L, Met-Ed and Penelec. In addition, the FERC's dedsbn 
to allocate the cost of new 500 kV and above ttansmission fadlities on a PJM-wide basis will reduce foture tt^nsmis^on 
revenue recovery fi-om the JCP&L, Met-Ed and Penelec zones. A partial settlement agreement addressing the "benefidary 
pays" methodology for below 500 kV facilities, but exdudlng the issue of allocating new fodlities coste to merchant ttansmission 
entities, was filed on September 14, 2007. The agreement was supported by the FERC's Trial Steff, and was certified by ttie 
Presiding Judge. The FERC's action on the setttement agreement is pending. The remaining merchant transmission cost 
allocation issues will proceed to hearing in May 2008. On Febmary 13, 2008, AEP appealed ttie FERC's orders to the federal 
Court of Appeals fbr tiie D.C. Circuit The Illinois Commerce Commission has also appealed these orders. 

Post Transition Period Rate Design 

FERC had directed MISO, PJM, and the respective transmission owners to make filings on or before August 1, 2007 to 
reevaluate transmission rate design within the MISO, and t>etween MISO and PJM. On August 1, 2007, filings were made by 
MISO, PJM, and the vast majorify of ti-ansmission owners, induding FirstEnergy affiliates, which proposed to retein the existing 
transmission rate design. These filings were approved by ttie FERC on January 31, 2008. As a resutt of FERC's approval, ttie 
rates charged to our load-sen/ing affiliates for b-ansmission service over existing ttansmission facilities in MiSO and PJM are 
unchanged. In a related filing, MISO and MISO transmission owners requested tiiat the current MISO pridng for new 
ttansmission focilities that spreads 20% of the cost of new 345 kV and higher tt-ansmission focilities across tiie entire MISO 
footprint (known as the Regional Expansion Criteria & Benefite (RECB) metiiodology) be reteined. 

(Certein stend-alone tiansmission companies in MISO made a filing under Section 205 of the Federal Power A d requesting tiiat 
100% of tiie cost of new qualifying 345 kV and higtier transmission facilities be spread throughout the entire MISO footprint. 
Furttier, Indianapolis Power and Light Company separately moved the FERC to reopen the record to address the cost 
allocation under tiie RECB methodology. FERC rejeded these requeste in an onier issued January 31, 2008 again 
mainteining the states quo wtth resped to allocation of tiie cost of new ti-ansmission fadlities in the MISO. 

On September 17. 2007, AEP filed a complaint under Sections 206 and 306 of the Federal Power A d seeking to have the 
entire ttansmission rate design and cost allocation methods used by MISO and PJM declared unjust, unreasonable, and unduly 
discriminatory, and to have FERC fix a uniform regional transmission rate design and cost allocation metiiod for tiie entire 
MISO and PJM "SuperRegion" tiiat recovers the average cost of new and existing ti'ansmission fodlities operated at volteges of 
345 kV and above from all ttansmission customers. Lower voltege fadlities would continue to be recovered in tiie local utilify 
biansmission rate zone through a license plate rate. AEP requested a refond effective October 1, 2007, or altematively, 
Febmary 1,2008. On January 31,2008, FERC issued an order denying tiie complaint 
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Distribution of MISO Network Sendee Revenues 

Effective Febmary 1, 2008, Uie MISO Transmission Owners Agreement provides for a change in the mettiod of distributtng 
ttansmission revenues among the b-ansmission owners. MISO and a majorify of the MISO ttansmission owners, induding 
ATSI, filed on December 3, 2007 to change the MISO teriff to darify, for purposes of disbibuting networit ttansmission revenue 
to ttie ttansmission owners, that all networic ti'ansmission service revenues, whettier colleded by MISO or directiy by the 
transmission owner, are included in tiie revenue distiibution calculation. This cterification was necessary tsecause some 
network transmission service revenues are cdleded and reteined by transmission owners in stetes where reteil choice does 
not exist, and ttieir "unbundled" reteil load is currentiy exempt from MISO networi^ service charges. The teriff changes filed wtth 
FERC ensure tiiat revenues colleded by fa-ansmission owners from bundted load are teken into account in the revenue 
distiibution calculation, and that ti'ansmission owners witti bundled bad do not colled more than their revenue requiremente. 
Absent the changes, transmission owners, and ultlmatefy their customers, witii unbundled load or in reteil choice states, such 
as ATSI, would subsidize transmission owners with bundled load, who would colled their revenue requirement from bundted 
load, plus share in revenues colleded by MISO fi'om unbundled customers. This would resutt in a significant revenue shortfoll 
for ATSI, which would eventoally be passed on to customers in the fonn of higher transmission rates as calculated pursuant to 
ATSI's Attachment 0 fonnula under the MISO teriff. 

Numerous parties filed in support of the teriff changes, including tiie public service commissions of Mbhigan, Ohio and 
Wisconsin. Ameren filed a protest on December 26, 2007, arguing that ttie December 3 filing violates the MISO Transmission 
Owners' Agreement as well as an agreement among Ameren (Union Eledric), MISO, and ttie Missouri Public Service 
Commission, which provides that Union Eledric's bundled load cannot be charged by MISO for network servbe. On January 
31, 2008. FERC issued an order conditionally accepting ttie tenff amendment subjed to a minor compliance filing. This order 
ensures ttiat ATSI's ti'ansmission revenues from MISO will continue to be equivalent to its ttansmissbn revenue requirement 
and therefore it will not suffer any revenue shortfelL 

MISO Ancillary Services Market and Balancing Area Consolidation 

MISO made a filing on September 14, 2007 to esteblish Andllary Sen/ices maricete for regulation, spinning and supplementel 
reserves, to consolidate the existing 24 balandng areas within the MISO footprint and to esteblish MISO as tiie NERC 
registered balancing autiiorify for tiie region. This filing woub pemnit load serving entities to purchase ttieir operating reserve 
requirements in a competitive market An effedive date of June 1,2008 was requested in tiie filing. 

MISO's previous filing to establish an Ancillary Sen/ices maricet was rejeded without prejudice by FERC on June 22, 2007, 
subject to MISO providing an analysis of maricet power witiiin ite footprint and a plan to ensure reliabilify during ttie 
consolidation of balancing areas. MISO made a September 14 filing addressing the FERC's directives. FirstEnergy supporte 
tiie proposal to establish markete for Andllary Services and consolidate existt'ng balancing areas, but filed objections on specific 
aspecte of tiie MISO proposal. Interventions and protests to MISO's filing were made witii FERC on Odober 15, 2007. FERC 
conduded a technical conference so that tiie MISO independent maricet monitor could address maricet power questions about 
the MISO proposal on December 6, 2007, and additional commente were fited by us and otiier parties on December 19,2007. 
FERC action is antidpated in tiie first quarter of 2008. 

Duquesne's Request to Withdraw from PJM 

On November 8, 2007, Duquesne Light Ctompany (Duquesne) filed a request witii the FERC to exit PJM and to join the MISO. 
In ite filing, Duquesne asked FERC to be relieved of certein capacity payment obligations to PJM for capadfy auctions 
conducted prior to its departure from PJM, but covering service for planning periods through May 31, 2010. Duquesne 
asserted that its primary reason for exiting PJM is to avdd paying fotore obligations created by PJM's fonvard capadfy maricet. 
We believe tiiat Duquesne's filing did not identify or address numerous legal, finandal or operational issues ttiat we believe are 
implicated or affeded diredly by Duquesne's proposal. Consequentty, on December 4, 2007 and January 3, 2008, we 
submitted responsive filings that, while conceding Duquesne's rights to exit PJM, contested various aspecte of Duquesne's 
proposal. We particulariy focused on Duquesne's proposal that tt be altowed to exit PJM wtthout payment of ite share of 
existing capacity market commitinents. We also objected to Duquesne's foilure to address the finn transmission service 
requirements tiiat would be necessary for FirstEnergy to continue to use the Beaver Valley Plant to meet existing commitinente 
in the PJM capadfy maricete and to serve native load. Additbnally, we protested Duquesne's foilure to Identify or address a 
number of legal, financial or operational issues and uncerteinties that may or will resutt for both PJM and MISO maricet 
participante. Other maricet participante also submitted filings contesting Duquesne's plans. 
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On January 17, 2008, ttie FERC conditionally approved Duquesne's request to exit PJM. Among other conditions, FERC 
obligated Duquesne to pay the PJM capadfy obligations tiiat had accmed prior to January 17, 2008. Duquesne was given until 
Febmary 1, 2008 to provide FERC written notice of its intent to withdraw and Duquesne filed ttie notice on Febmary 1^*. TTie 
FERC's order took notice of the numerous ttansmission and other issues raised by FirstEnergy and other parties to ttie 
proceeding, but did not provide any responsive rulings or ottier guidance. Ratiier, FERC ordered Duquesne to make a 
compliance filing in forty-five days from the FERC order (or by March 3, 2008) deteiling how Duquesne will satisfy ite 
obligdtions under tiie PJM Transmission Owners' Agreement. The FERC likewise direded the MISO to submit a compliance 
filing in forty-five days (or by March 3, 2008) deteiling tiie MISO's plans to integrate Duquesne into the MISO. Finally, the FERC 
direded MISO and PJM to woric togetiier to resolve the substentive and procedural issues implicated by Duquesne's transition 
into the MISO. On Febmary 19, 2008, we asked for clarification or rehearing of certain of ttie matters addressed in FERC's 
January 17,2008 Onder. 

MISO Resource Adequacy Proposal 

MISO made a filing on December 28,2007 tiiat would create an enforceable planning reserve requirement in the MISO teriff for 
load sen/ing entlttes such as ttie Ohio Companies, Penn, and FES. This requirement is proposed to become effedive for the 
planning year beginning June 1, 2009. The filing would permit MISO to esteblish ttie reserve margin requirement for load 
serving enttties based upon a one day loss of load in ten years stendard, unless the stete utilify regulatory agency esteblishes a 
different planning reserve for load serving entities in ite stete. We generally support tiie proposal as it promotes a mechanism 
tiiat will resutt in long-term commitinents fi^om botii load-sen/ing entities and resources, induding botii generation and demand 
side resources tiiat are necessary for reliable resource adequacy and planning in the MISO footprint We do not exped this 
filing to impose additional supply coste since our load serving entities in MISO are already bound by similar planning reserve 
requiremente esteblished by ReliabilityFirst Corporation. Commente on tfie filing were filed on January 28, 2008. An effedive 
date of June 1, 2009 was requested in ttie filing, but MISO has requested FERC approval by ttie end of ttie first quarter of 
200B. 

Organized Wholesale Power Markets 

On Febmary 21, 2008, ttie FERC issued a NOPR through which it proposes to adopt new mles ttiat it states will "improve 
operations in organized eledric maricete, boost competition and bring additional benefite to consumers." The proposed mle 
addresses demand response and market pridng during reserve shortages, tong-term power contracting, maricet-monltoring 
policies, and responsiveness of RTOs and ISOs to stekeholders and customers. We have not yet had an opportunrfy to 
evaluate the impad of the proposed mle on our operations. 

Reliability Initiatives 

In late 2003 and eariy 2004, a series of letters, reports and recommendations were issued fiiom various entities, induding 
govemmentel, industry and ad hoc reliabilify entities (PUCO, FERC, NERC and tfie U.S. - Canada Power System Outege 
Task Force) regarding enhancemente to regional reliabilify. The proposed enhancemente were divided into hwo groups: 
enhancemente that were to be completed in 2004; and enhancemente that were to be completed after 2004. In 2004, we 
completed all of the enhancemente that were recommended for completion in 2004. Subsequently, we have woriced 
systematically to complete all of tiie enhancemente that were identified for completion after 2004, and we exped to complete 
tills woric prior to the summer of 2008. The FERC and tiie otiier affeded govemment agendes and reliabilify entities may 
review our work and, on the basis of any such review, may recommend addttbnat enhancemente in the fufore, which could 
require aciditional, material expenditures. 

As a resutt of outeges experienced in JCP&L's service area in 2002 and 2003, ttie NJBPU perfomied a review of JCP&L's 
service reliabilify. On June 9. 2004, the NJBPU approved a stipulation tiiat addresses a tiiird-parfy consultenfs 
recommendations on appropriate courses of ac^on necessary to ensure system-wide reliabilify. The stipulation Incorporates the 
consultent's focused audit of, and recommendations regarding, JCP&L's Planning and Operations and Maintenance programs 
and practices. On June 1,2005, ttie consultent completed his woric and issued his final report to the NJBPU. On July 14, 2006, 
JCP&L filed a comprehensive response to the consuftant's report witti the NJBPU. JCP&L will complete the remaining 
substentive woric described in ttie stipulation in 2008. JCP&L continues to file compliance reporte witii ttie NJBPU refiecting 
JCP&L's activities assodated with implementing tiie stipulation. 

In 2005, Congress amended the Federal Power A d to provide for federally-enforceable mandatory reliabilify stendanjs. The 
mandatory reliabilify stendards apply to tiie bulk power system and impose certein operating, record-keeping and reporting 
requiremente on the Companies and ATSI. Tlie NERC is charged with esteblishing and enforcing tiiese reliabilify stendards. 
altiiough it has delegated day-to-day implementetion and enforcement of ite responsibiltties to eight regional entities, induding 
the ReliabilfyF/rsf Corporation. All of our faciltties are located within ttie ReliabilfyF/rsf region. We adively participate in ttie 
NERC and ReliabittyF/rsf stekeholder processes, and othenvise monitor and manage our companies in response to ttie 
ongoing development, implementation and enforcement of the reliabilify stendards. 
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We believe that we are in compliance with all currently-effective and enforceable reliabilify stendards. Nevertheless, it is dear 
tiiat NERC, ReliabilfyF/rsf and tiie FERC will continue to refine existing reliabilify stendards as well as to develop and actopt 
new reliabilify stendards. The financial impad of complying with new or amended stendards cannot be determined at tiiis time. 
However, the 2005 amendmente to tiie Federal Power A d provbe ttiat all fimdent costs incunred to comply wtth the new 
reliabilify stendards be recovered in rates. Still, any fijfore inabilify on our part to comply witti ttie reliabilify stendards fbr our 
bulk power system could have a material adverse effed on our finandal conditbn, resulte of operations and cash fiows. 

in April 2007, ReliabilityF/rsf perfomned a routine compliance audrt of our bulk-f)ower system wittiin tiie Midwest ISO region and 
found us to be in full compliance witii all audited reliabilify standards. Similariy, ReliabilifyF/irsf has schedided a compliance 
audit of our bulk-power system witiiin the PJM region in 2008. We cunentiy do not exped any material adverse financial impad 
as a result of these audits. 

ENVIRONMENTAL MATTERS 

We accme environmentel liabilities only when we conclude that rt is probable that we have an obligation tor such coste and can 
reasonably estimate ttie amount of such costs. Unasserted daims are refiected in our determination of environmentel liabilities 
and are accmed in tiie period that they become both probable and reasonably estimable. 

Clean Air Act Compliance 

We are required to meet federally-approved SO2 emissions regulations. Violations of such regulations can resutt in tiie 
shutdown of the generating unit involved and/or civil or criminal penalties of up to $32,500 for each day tiie untt is in vtoiation. 
The EPA has an interim enforcement policy for SO2 regulations in Ohio that allows for compliance based on a 30-day 
averaging period. We believe we are cunentiy in compliance witii this pdicy, but cannot predid what action the EPA may teke 
in tiie foture with respect to the interim enforcement policy. 

The EPA Region 5 issued a Finding of Violation and NOV to tfie Bay Shore Power Plant dated June 15, 2006, alleging 
violations to various sections of tiie Clean Air Ad . We have disputed tiiose alleged violations based on our Oean Air Act 
pemnit, the Ohio SIP and other infonnation provided to the EPA at an August 2006 meeting witii tiie EPA. The EPA has several 
enforcement options (administrative compliance order, administi^tive penaify order, and/or judidal, cM or criminal action) and 
has indicated that such option may depend on the time needed to achieve and demonstrate compliance with ttie mles alleged 
to have been violated. On June 5, 2007, the EPA requested another meeting to discuss "an appropriate compliance program" 
and a disagreement regarding tiie opacify limit applicable to tiie common stack tor Bay Shore Untts 2,3 and 4. 

We comply with SO2 reduction requirements under the Clean Air A d Amendments of 1990 by burning lower-suHur foel, 
generating more electricify from lower-emitting plante, anci/or using emission allowances. NOx reductions required by the 1990 
Amendmente are being achieved through combustion conbX3ls and the generation of more eledridfy at lower-emitting plants. In 
September 1998, the EPA finalized regulations requiring additional NOx reductions at our facilities. The EPA's NOx Transport 
Rule imposes unifomi redudions of NOx emissions (an approximate 85% redudion in utilify plant NOx emissbns from 
projected 2007 emissions) across a region of nineteen stetes (including Michigan, New Jersey, Ohio and Pennsylvania) and 
ttie District of Columbia based on a condusbn ttiat such NOx emissions are conttibuting significantiy to ozone levels in the 
eastem United Stetes. We believe our fadlities are also complying with the NOx budgete esteblished under SIPs through 
combustion contiiDls and post-combustion conttols, including Selective Catalytic Redudion and SNCR systems, and/or using 
emission allowances. 

On May 22. 2007. we along witii FGCO received a notice letter, required 60 days prior to tiie filing of a citizen sutt under the 
federal Clean Air Ad, alleging violations of air pollution laws at the Bmce Mansfield Plant including optadfy limitations. Prior to 
the receipt of this notice, tiie Plant was subjed to a Consent Order and Agreement with the Pennsylvania Deparbnent of 
Environmentel Protection concerning opacify emissions under which efforts to achieve compliance with the applicable laws will 
continue. On October 16, 2007, PennFuture filed a complaint, joined by three of ite members, in the United States Disttid Court 
for ttie Western Distrid of Pennsylvania. On January 11, 2008, we filed a motion to dismiss daims alleging a public nuisance. 
FGCO is not required to respond to other claims until the Court mles on this motion to dismiss. 

On December 18, 2007, the stete of New Jersey filed a Clean Air A d dtizen suit alleging new source review violations at tiie 
Portland Generation Stetion against Reliant (the cun-ent owner and operator), Sithe Energy (the purchaser of tiie Portland 
Stetion from Met-Ed in 1999), GPU, Inc. and Met-Ed. Specifically, New Jersey alleges tiiat 'Vnodrfications" at Portiand Untts 1 
and 2 occuned behveen 1980 and 1995 without preconstinction new source review or permitting required by the Clean Air 
Ad's prevention of significant deterioration program, and seeks injundive relief, penalties, attorney fees and mitigation of the 
hann caused by excess emissions. Atthough It remains liabte for civil or criminal penalties and fines tiiat may be assessed 
relating to events prior to tiie sale of tiie Portland Station in 1999, Met-Ed is indemnified by Sitiie Energy against any other 
liabilify arising under ttie CAA whettier it arises out of pre-1999 or post-1999 evente. 

51 



National Ambient Air Quality Standards 

In March 2005, the EPA finalized the CAIR covering a totel of 28 stetes (induding Michigan, New Jersey, Ohio and 
Pennsylvania) and ttie Distiid of Columbia leased on proposed findings ttiat air emissions fiom 28 eastem stetes and the 
Distrid of Columbia significantty contiibute to non-attainment of the fslAAQS for fine partides and/or ttie "8-hour^ ozone NAAQS 
in other stetes. CAIR requires redudions of NOx and SO2 emissions in two phases (Phase I in 2009 for NOx, 2010 for SO2 and 
Phase II in 2015 for botfi NOx and SO2). Our Michigan, Ohio and Pennsylvania fossil generation fodltties will be subjed to caps 
on SO2 and NOx emissions, whereas our New Jersey fossil generation facilify will be subjed to only a cap on NOx emissions. 
AcconJing to ttie EPA, SO2 emissions will be reduced by 45% (from 2003 levels) by 2010 across ttie stetes covered by ttie mle, 
witii reductions reaching 73% (fî om 2003 levels) by 2015, capping SOz emissions in affected stetes to just 2.5 million tons 
annually. NOx emissions will be reduced by 53% {Uotn 2003 tevels) by 2009 across the stetes covered by tiie mle, wtth 
reductions reaching 6 1 % (from 2003 levels) by 2015, achieving a regbnal NOx cap of 1.3 million tons annually. CAIR has been 
challenged in the United Stetes Court of Appeals for the Distiid of Columbia. The foture cost of compliance with tiiese 
regulations may be substential and may depend on tiie oubx}me of tiiis litigation and how CAIR is ultimately implemented. 

Mercury Emissions 

In December 2000, the EPA announced tt would proceed with tiie development of regulations regarding hazardous air 
pollutente from eledric power plante, identifying mercury as the hazardous air pollutent of greatest concem. In March 2005, the 
EPA finalized the CAMR, which provides a cap-and-tt^de program to reduce mercury emissions from coal-fired power plante in 
two phases; initially, capping national mercury emissions at 38 tons by 2010 (as a "co-benefit" from implementetion of SO2 and 
NOx emission caps under tiie EPA's CAIR program) and 15 tons per year by 2018. Several stetes and environmentel groups 
appealed CAMR to the United Stetes (Dourt of Appeals fix tiie Distiid of Columbia, which on February 8,2008, vacated CAMR 
mling that the EPA foiled to teke the necessary steps to "de-list" coal-fired power plante finm tts hazardous air pollutent 
program and, tiierefore, could not pnxnulgate a cap and trade program. The EPA must now seek judicial review of tiiat mling 
or take regulatory action to promulgate new mercury emission stendanjs for coal-fired power plants. FGCO's fotore cost of 
compliance wtth mercury regulations may be substential and will depend on tiie action teken by the EPA and on how they are 
uttimately impbmented. 

Pennsylvania has submitted a new mercury mle for EPA approval ttiat does not provide a cap-and-trade approach as in tiie 
CAMR, but ratiier follows a command-and-control approach imposing emission limite on individual sources, tt is anticipated that 
compliance with these regulatbns, if approved by the EPA and implemented, would not require the addition of mercury contrds 
at the Bmce Mansfield Plant our only Pennsylvania coal-fired power plant until 2015, if at all. 

W. H. Sammis Plant 

In 1999 and 2000, ttie EPA issued an NOV and tfie DOJ filed a dvil complaint against OE and Penn based on operatton and 
maintenance of the W.H. Sammis Plant (Sammis NSR Litigation) and filed similar complalnte involving 44 otiier U.S. power 
plante. This case, along witii seven other similar cases, are refened to as tiie New Source Review (NSR) cases. 

On March 18, 2005, OE and Penn announced ttiat ttiey had reached a settlement witii tiie EPA, the DOJ and ttiree stetes 
(Connecticut New Jersey and New York) tiiat resolved all issues related to tfie Sammis NSR litigation. This settlement 
agreement which is in the form of a consent decree, was approved by ttie court on July 11, 2(X)5. and requires reduc^ons of 
NOx and SO2 emissions at the Sammis, Burger, Eastlake and Mansfield coal-fired plante through the Insteliation of pollution 
control devices and provides for stipulated penalties for failure to instell and operate such pdlution confrols in accordance witii 
that agreement Consequentiy, tt we foil to instell such pollution confrol devices, for any reason, induding, but not limited to, tiie 
foilure of any third-party confrador to timely meet ite delivery obligations for such devices, we could be exposed to penalties 
under ttie Sammis NSR Litigation consent decree. Capitei expenditures necessary to comii^ete recjuiremente of ttie Sammis 
NSR Utigation consent decree are cunentiy estimated to be $1.3 billion for 2008-2012 ($650 million of which is expeded to be 
spent during 2008, witii the largest portion of the remaining $650 miliion expeded to be spent in 2009). 

The Sammis NSR Litigation consent decree also requires us to spend up to $25 million toward environmentelly beneficial 
projeds, $14 million of which is satisfied by entering into 93 MW (or 23 MW if federal tex credite are not applicable) of wind 
energy purchased power agreemente with a 20-year term. An initial 16 MW of tiie 93 MW consent decree obligation was 
satisfied during 2006. 

On August 26, 2005, FGCO entered into an agreement witii Bechtel Power Corporation, or Bechtel, under which Bechtel will 
engineer, procure and constiud AQC systems for the reduction of SO2 emissions. FGCO also entered into an agreement with 
Babcock & Wilcox Company, or B&W, on August 25, 2006 to supply flue gas desulforization systems for the redudion of SO2 
emissions. SCR systems for tiie reduc^on of NOx emissions are also t>eing instelled at the Sammis Plant under a 1999 
Agreement witti B&W. 
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On April 2, 2007, tiie United Stetes Supreme Court mied that changes in annual emissions (in tons/year) rather than changes 
in houriy emissions rate (in kilograms/hour) must be used to detennine whether an emissions increase biggers NSR. 
Subsequentiy, on May 8,2007. tiie EPA proposed to change the NSR regulations to utilize changes in tiie houriy emission rate 
(in kilograms/hour) to determine whether an emissions increase triggers NSR. The EPA has not yet issued a final regulation. 
FGCO's future cost of compliance witfi ttiose regulattons may be substential and will depend on how ttiey are ultimatdy 
implemented. 

Climate Change 

In December 1997, delegates to the United Nations' climate summit in Japan adopted an agreement the Kyoto Protocol, to 
address global wanning by reducing tiie amount of man-made GHG emitted by developed counbies by 2012. The United 
States signed tfie Kyoto Protocol in 1998 but It foiled to receive ttie two-thirds vote required for ratification by ttie United 
States Senate. However, the Bush administration has committed the United Stetes to a voluntery dimate change strategy to 
reduce domestic GHG intensity - the ratio of emissbns to economic output - by 18% through 2012. In addition, tfie EPACT 
esteblished a Committee on Climate Change Technology to coordinate federal dimate change adivities and promote the 
development and deployment of GHG reducing technologies. 

There are a number of initiatives to reduce GHG emissions under consideratton at the federal, stete and international level. 
At the international level, efforts to reach a new global agreement to reduce GHG emissbns post-2012 have begun witii the 
Bali Roadmap, which outiines a two-year process designed to lead to an agreement in 2009. At tiie federal level, memlsers 
of Congress have infroduced several bills seeking to reduce emissions of GHG in the United Stetes, and tiie Senate 
Environmentel and Public Worics Committees have passed one such bill. Stete adivities, primarily the northeastern states 
partidpating in the Regional Greenhouse Gas Initiative and westem stetes led by Califomia, have coordinated efforte to 
develop regional strategies to control emissions of certein GHGs. 

0» April 2, 2007, the United Stetes Supreme Court found tiiat the EPA has tiie authorify to regulate CO2 emissions firom 
automobiles as "air pollutants" under tiie Clean Air Ad. Altiiough this dedsion did not address COz emissions from elecbic 
generating plante, tiie EPA has similar autiiorify under tiie Clean Air A d to regutete "air pollutente" fi^m tiiose and other 
facilities. 

We cannot cunentiy estimate tiie financial impad of climate change policies, although potential legislative or regulatory 
programs restriding CO2 emissions could require significant capital and other expenditores. The CO2 emissions per KWH c>f 
eledridfy generated by us is lower than many regional competitors due to our diversified generation sources, whlc^ indude low 
or non-C02 emitting gas-fired and nuclear generators. 

C/eaA7 Water Act 

Various water qualify regulations, the majorify of which are the resutt of ttie federal Clean Water A d and ite amendmente, apply 
to our plante. In addition, Ohio, New Jersey and Pennsylvania have water qualify stendards applicabb to our operations. As 
provided in tiie Clean Water Ad, authorify to grant federal National Pollutent Discharge Elimination System water discharge 
permtts can be assumed by a state. Ohio, New Jersey and Pennsylvania have assumed such authorify. 

On September 7, 2004, the EPA established new perfbmriance stendanis under Section 316(b) of ttie Clean Water A d for 
reducing impacts on fish and shelttish from cooling water inteke stmdures at certein existing large electric generating plants. 
The regulations call for redudions in impingement mortellfy (when aquatic organisms are pinned against screens or otiier parte 
of a cooling water intake system) and entrainment (which occurs when aquatic Itte is drawn into a fadlity's cooling water 
system). On January 26, 2007. the United Stetes Court of Appeals for tiie Second Circuit remanded portions of tiie mlemaking 
dealing with impingement mortellfy and enti^inment back to the EPA for forttier mlemaking a id eliminated the restoration 
option from ttie EPA's regulations. On July 9, 2007, the EPA suspended ttiis mle, nottng ttiat unttl forttier mlemaking occurs, 
pennitting auttiorities should continue the existing practice of applying tiieir best professional judgment (BPJ) to minimize 
impacte on fish and shellfish from cooling water inteke stmdures. We are evaluating various confrol options and their coste and 
effectiveness. Depending on the outcome of such stodies. the EPA's fortiier mlemaking and any action teken by the stetes 
exercising BPJ, tiie fotore cost of compliance with these standards may require material capitei expenditores. 

Regulation of Hazardous Waste 

As a result of the Resource Consen/ation and Recovery A d of 1976, as amended, and tiie Toxic Substences Contrd A d of 
1976, federal and state hazardous waste regulations have been promulgated. Certein fossll-foel combustion waste producte, 
such as coal ash, were exempted fh^m hazanJous waste disposal requiremente pending the EPA's evaluation of the need for 
fufore regulation. The EPA subsequently determined that regulation of coal ash as a hazardous waste is unnecessary. In April 
2000, the EPA announced that it will develop national stendards regulating disposal of coal ash under ite authorify to regulate 
non-hazardous waste. 
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Under NRC regulations, we must ensure ttiat adequate fonds will be available to decommission our nudear fadlities. As of 
December 31, 2007, we had approximately $1.5 billion invested in extemal tiusts to be used for the decommissioning and 
environmentel remediation of Davis-Besse, Beaver Valley and Perry. As part of the application to the NRC to transfer the 
ownership of these nuclear facilities to NGC in 2005, we agreed to contribute another $80 million to these tiuste by 2010. 
Consistent witti NRC guidance, utilizing a "real" rate of retom on ttiese fonds of approximately 2% over inflation, tiiese truste 
are expeded to exceed the minimum decommissioning fonding requiremente set by ttie NRC. Conservativefy, ttiese estimates 
do not include any rate of refom tiiat the tmste may eam over ttie 20-year plant usefol life extensions that we (and Exelon for 
TMI-1 as it relates to ttie timing of ttie decommissioning of TMt-2) seek for ttiese fodlities. 

The Companies have been named as PRPs at waste disposal sites, which may require cleanup under the Comprehensive 
Environmentel Response, Compensation, and Liabilify A d of 1980. Allegations of disposal of hazardous substences at 
historical sites and the liabilify involved are often unsubstentiated and subjed to dispute; however, federal law provides that all 
PRPs for a particular site may be liabb on a joint and several basis. Therefore, environmentel liabilities tiiat are considered 
probable have been recognized on the Ctonsolidated Balance Sheet as of December 31,2007, based on estimates of the totel 
coste of cleanup, the Companies' proportionate responsibilify for such coste and the finandal abilify of otiier unaffiliated entities 
to pay. In addition, JCP&L has accmed liabilities of approximately $56 million for environmentel remediation of former 
manufodured gas plante in New Jersey; those coste are being recovered by JCP&L ttirough a non-bypassable SBC. Totel 
liabilities of approximately $93 million have been accmed through December 31,2007. 

OTHER LEGAL PROCEEDINGS 

Power Outages and Related Litigation 

In July 1999, tfie Mid-Atlantic Stetes experienced a severe heat wave, which resulted in power outeges tiiroughout the service 
territories of many eledric utilities, including JCP&L's territory. In an investigation into the causes of the outeges and ttie 
reliabilify of ttie transmfesion and distribution systems of all four of New Jersey's eledric utilities, the NJBPU concluded tiiat 
there was not a prima fade case demonstrating that overall, JCP&L provided unsafe, inadequate or improper sen îce to ite 
customers. Two class action lawsuite (subsequentiy consolidated into a single proceeding) were fited in New Jersey Superior 
C>3Urt in July 1999 against JCP&L. GPU and other GPU companies, seeking compensatory and punitive damages arising from 
the July 1999 service intenuptions in ttie JCP&L tenitory. 

In August 2002, the tiial court granted parttal summary judgment to JCP&L and dismissed the plaintiffs' daims for consumer 
fi^ud, common tew ft-aud, negligent misrepresentetion, and sfrtet produd liabilify. In November 2003, tiie tiial court granted 
JCP&L's motion to decertify tiie dass and dented plaintiffs' motion to permit into evidence tiieir class-wide damage model 
indicating damages in excess of $50 million. Ttiese class decertification and damage mlings were appealed to the Appellate 
Division. The Appellate Division issued a decision in July 2004, affinning ttie decertification of Uie originally certified dass. but 
remanding for certification of a class limtted to ttiose customers diredly impaded by the outeges of JCP&L transfomners in Red 
Bank, NJ, based on a common inddent involving the failure of tiie bushings of two large transformers in the Red Bank 
substetion resulting in planned and unplanned outages in tiie area during a 2-3 day period. In 2005, JCP&L renewed ite motion 
to decertify the dass based on a very limited number of dass memt)ers who incunred damages and also filed a motion for 
summary judgment on the remaining plaintifte' daims for negligence, breach of confrad and punitive damages. In July 2006, 
the New Jersey Superior Court dismissed tfie punitive damage claim and again decertified the dass based on tiie fact tiiat a 
vast majorify of the class members did not suffer damages and tiiose that did would be more appropriately addressed in 
individual actions. Plaintiffs appealed this mling to tiie New Jersey Appellate Division which, in March 2007, reversed the 
decertification of the Red Bank class and remanded tills matter back to the Trial Court to allow plaintiffs sufficient time to 
esteblish a damage model or individual proof of damages. JCP&L filed a petition for allowance of an appeal of the Appellate 
Divisbn mling to the New Jersey Supreme Court which was derved in May 2007. Proceedings are continuing in the Superior 
Court. We are defending this dass adion but are unable to predict ttie outcome of ttiis matter. No liabilify has been accmed as 
of December 31,2007. 
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On August 14, 2003. various states and parts of soutti^n Canada experienced widespread power outeges. The outeges 
affeded approximately 1.4 million customers in our service area. The U.S. - Canada Power System Outege Task Force's final 
report in April 2004 on ttie outeges conduded, among other things, that the problems leading to ttie outeges began in our Ohio 
service area. Specifically, tfie final report conduded, among other things, that the initiation of the August 14, 2003 power 
outeges resulted from an alleged foilure of botti us and ECAR to assess and understand perceived inadequades witiiin our 
system; inadequate situational awareness of ttie developing conditions; and a perceived foilure to adequatefy manage tree 
growtti in certein fransmission rights of way. The Task Force also conduded ttiat tiiere was a foilure of the interconneded grid's 
reliabilify organizations (MISO and PJM) to provide eftective real-time diagnostic support The final report is publicly avaiteble 
through tiie Department of Energy's Web site (www.doe.gov). We believe tiiat the final report does not provide a complete and 
comprehensive pidure of the conditions that contributed to the August 14, 2003 power outages and that tt does not adequatefy 
address ttie underiying causes of the outages. We remain convinced that tiie outeges cannot be explained by evente on any 
one utilify's system. The final report conteined 46 "recommendations to prevent or minimize the scope of fJtore blackoute." 
Forty-five of those recommendations related to broad indusby or policy matters while one, induding &ub(}arte, related to 
activities ttie Task Force recommended be undertaken by us, MISO, PJM, BCPJR, and otiier parties to coned the causes of tiie 
August 14, 2003 power outeges. We implemented several initiatives, both prior to and since the August 14, 2003 power 
outeges, which were independently verified by NERC as complete in 2004 and were consistent witii these and otfier 
recommendations and colledively enhance the reliabilify of our elecbic system. Our implementetbn of these recommendations 
in 2004 included completion of the Task Force recommendations ttiat were direded toward us. We are also prciceeding with 
the implementation of the recommendations tfiat were to be completed subsequent to 2004 and will continue to periodicaify 
assess ttie FERC-ordered Reliabilify Study recommendations for fbrecasted 2009 system conditions, recognizing revised load 
forecaste and other changing system conditions which may impad the recommendations. Thus far, implementation of the 
recommendations has not required, nor is expeded to require, substantial investinent in new or material upgrades to existing 
equipment The FERC or other applicable govemment agendes and reliabilify coordinators may, however, teke a different vtew 
as to recommended enhancements or may recommend addttbnal enhancemente in the fufore tiiat could require addttbnal 
material expenditures. 

On Febmary 5, 2008, the PUCO entered an order dismissing four separate complaint cases before it relating to tiie August 
14, 2003 power outeges. The dismissal was filed by the complainants in accontence witfi a resolution reached between the 
FirstEnergy companies and ttie complainants in those four cases. Two of those cases which were originally fited in Ohio 
State courte involved individual complainante and were subsequentiy dismissed for lack of subject matter jurisdiction. 
Further appeals were unsuccessfol. The ottier two complaint cases were filed by various insurance carriers either in their 
own name as subrogees or in the name of their insured, seeking reimbursement from various FirstEnergy companies (and, 
in one case, from PJM, MISO and AEP, as well) for daims paid to insureds for damages allegedly arising as a result of tfie 
loss of power on August 14, 2003. (Also relating to the August 14, 2003 power outeges, a fifth case, involving another 
insurance company was voluntarily dismissed by tfie daimant in April 2007; and a sixth case, involving the daim of a non-
customer seeking reimbursement for losses incurred when tts store was burglarized on August 14, 2003 was dismissed by 
the court.) The order dismissing the PUCO cases, noted above, concludes all pending litigation reteted to the August 14, 
2003 outeges and the resolution will not have a material adverse efted on the financial condition, resulte of operations or 
cash fiows of either us or any of our subsidiaries. 

Nuclear Plant Matters 

On May 14, 2007, the Office of Enforcement of tiie NRC issued a Demand for Information (DFI) to FENOC, fi^llowing FENOC's 
reply to an April 2, 2007 NRC request for information, about two reports prepared by expert wttnesses fbr an insurance 
arbitration (ttie insurance daim was subsequently withdrawn by us in December 2007) related to Davis-Besse. The NRC 
indicated ttiat ttiis information was needed for the NRC "to detennine whettier an Order or ottier action should be taken 
pursuant to 10 CFR 2.202, to provide reasonable assurance ttiat FENOC will continue to operate tts licensed facilities in 
accordance with the tenns of ite licenses and the Commisston's regulatbns." FENOC was direded to submit the infonnation to 
ttie NRC wittiin 30 days. On June 13, 2007, FENOC filed a response to ttie NRC's Demand for Infonnation reaftimning tiiat tt 
accepte foil responsibilify for the mistekes and omissions leading up to the damage to the reader vessel head and that tt 
remains committed to operating Davis-Besse and our ottier nudear plante safely and responsibly. FENOC submitted a 
supplemental response clarifying certain aspecte of the DFI response to ttie NRC on July 16, 2007. On August 15, 2007, the 
NRC issued a confirmatory order imposing these commitmente. FENOC must infonn the NRC's Office of Enforcement after it 
completes tiie key commitinente embodied in tiie NRC's order. FENOC's compliance with these commitmente is subjed to 
future NRC review. 

Other Legal Matters 

There are various lawsuits, daims (induding cteims for asbestos exposure) and prcceedings related to our normal tHisiness 
operations pending against us and our subsidiaries. The other potentialfy material ttems not otherwise discussed above are 
described k>elow. 

55 

http://www.doe.gov


On August 22, 2005, a dass action complaint was filed against OE in Jefterson Counfy, Ohio Common Pleas Court, seeking 
compensatory and punitive damages to be detennined at tiial based on claims of negligence and eight otiier tort counte 
alleging damages from W.H. Sammis Plant air emissbns. The two named plaintiffs are also seeking injundive relief to 
eliminate hannfol emissions and repair properiy damage and the instifotion of a medical monitoring program for dass 
members. On April 5, 2007, the Court rejeded the plaintiffs' request to certify this case as a dass action and, accordingly, did 
not appoint tiie plaintiffs as dass representetives or tiieir counsel as class counsel. On July 30, 2007, plaintiffs* counsel 
volunterily withdrew their request for reconsideration of the April 5, 2007 Court order denying dass certificatbn and tiie Court 
heard oral argument on tiie plaintifte' motion to amend their complaint which OE has opposed. On August 2, 2007, tiie Court 
denied tiie plaintiffs' motion to amend tiieir complaint The plaintiffs have appealed the Court's denial of the motion for 
certification as a dass adion and motion to amend their complaint. 

JCP&L's bargaining untt employees filed a grievance challenging JCP&L's 2002 call-out procedure tfiat required bargaining unit 
emptoyees to respond to emergency power outeges. On May 20, 2004, an arbitration panel concluded tiiat tiie call-out 
procedure violated the parties' colledive bargaining agreement. At the conclusion of the June 1, 2005 hearing, tfie arbiti^tion 
panel decided not to hear testimony on damages and dosed the proceedings. On September 9, 2005, tfie arbifration panel 
issued an opinion to award approximately $16 millton to the bargaining unit employees. On Febmary 6, 2006, a foderal distiid 
court granted a union motion to dismiss, as premature, a JCP&L appeal of the award filed on Odober 18, 2005. A final order 
identifying the individual damage amounts was issued on Odober 31, 2007. The award appeal process was initiated. The 
union filed a motion witfi tfie federal court to confirm tiie award and JCP&L filed ite answer and counterdaim to vacate tiie 
award on December 31. 2007. The court is expec^d to issue a briefing schedule at ite April 2006 scheduling conference. 
JCP&L recognized a liabilify for the potential $16 million award in 2005. 

If it were uttimately determined ttiat we have legal liabilify or are othenvise made subjed to liabilify based on the above matters, 
it could have a material adverse effed on our finandal condition, resulte of operations and cash fiows. 

CRITICAL ACCOUNTING POLICIES 

We prepare our consolidated financial stetemente in accordance witti GAAP. Application of ttiese prindples often requires a 
high degree of judgment, estimates and assumptions that affed financial resutts. All of our assets are subjed to their own 
spedfic risks and uncerteinties and are regulariy reviewed for impaimnent Our more significant accounting policies are 
described below. 

Revenue Recognition 

We follow the accmal method of accounting for revenues, recognizing revenue for eledridfy that has been delivered to 
customers but not yet billed ttirough the end of tiie accounting period. The determination of eledridfy sales to individual 
customers is based on meter readings, which occur on a systematic basis throughout the month. At tiie end of each montii, 
eledridfy delivered to customers since ttie last meter reading is estimated and a con-esponding accmal for unbilled sales is 
recognized. The determlnatton of unbilled sales requires management to make estimates regarding eiec t̂rictty available for 
reteil load, ti^nsmission and distiibution line losses, demand by customer dass, weather-related impads, prices in efted for 
each customer dass and eledridfy provided by altemative suppliers. 

Emission Allowances 

We hold emission allowances for SO2 and NOx in order to comply with programs implemented by the EPA designed to regulate 
emissions of SO2 and NOx produced by power plants. Emission allowances are either granted to us by the EPA at zero cost or 
are purchased at fair value as needed to meet emission requirements. Emission allowances are not purchased witti ttie intent 
of resale. Emisston allowances eligible to be used in the cunent year are recorded in materials and supplies inventory at the 
lesser of weighted average cost or market value. Emission allowances eligible fbr use in foture years are recorded as other 
investinente. We recognize emission allowance costs as foel expense during the periods tiiat emissions are i>roduced by our 
generating fadlities. Excess emission allowances that are not needed to meet emission requiremente may be sold and are 
reported as a reduction to otiier operating expenses. 

Regulatory Accounting 

Our energy delivery sen/ices segment is subjed to regulation that sete the prices (rates) we are perniitied to charge our 
customers based on coste that tiie regulatory agencies detennine we are permitted to recx)ver. At times, regulatore pemnit the 
fotore recovery through rates of costs tiiat would be currentiy charged to expense by an unregulated company. This ratemaklng 
process resulte in tiie recording of regulatory assete based on anticipated foture cash infiows. We regtdariy review these assete 
to assess tiieir ultimate recoverabilify within tiie approved regulatory guidelines. Impaimient risk assodated with these assete 
relates to potentially adverse legislative, judidal or regulatory adions in the fotore. 
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Pension and Other Postretirement Benefits Accounting 

Our reported costs of providing non-contributory qualified and non-qualified defined pension benefite and OPEB benefite other 
than pensions are dependent upon numerous factors resulting irom adual plan experience and certain assumptions. 

Pension and OPEB coste are affeded by employee demographbs (including age, compensation levels, and employment 
periods), the level of contributions we make to the ptens, and eamings on plan assete. Such factors may be forther affected by 
business combinations, which impad employee demographics, plan experience and ottier fadors. Pension and OPEB coste 
are also affeded by changes to key assumptions, including anticipated rates of retom on plan assete, ttie discount rates and 
healtti care trend rates used in detemnining the projected benefit obligations for pension and OPEB coste. 

In accordance with SFAS 87 and SFAS 106, changes in pension and OPEB obligations assodated witii tiiese factors may not 
be immediately recognized as coste on the income stetement, but generally are recognized in fotore years over tfie remaining 
average service period of plan participante. SFAS 87 and SFAS 106 delay recognition of changes due to tiie long-term nafore 
cjf pension and OPEB obligations and tiie varying maricet condttions likely to occur over long periods of time. As such, 
significant portions of pension and OPEB coste recorded in any period may not refled the actoal level c^ cash benefite pHX)vided 
to plan participante and are significantly infiuenced by assumptions about futore maricet conditions and plan partidpante' 
experience. 

In December 2006, we adopted SFAS 158 whbh requires a net liabilify or asset to be recognized for tfie overfunded or 
underfunded stetus of our defined benefit pension and other postretirement benefit plans on tiie balance sheet and recognize 
changes in fonded stetos in tiie year in which the changes occur tiirough ottier comprehensive income. We will continue to 
apply the provisions of SFAS 87 and SFAS 106 in measuring plan assete and benefit obligations as of tiie balance sheet date 
and in determining tiie amount of net periodic benefit cost The overfonded stetos of our qualified pension and OPEB plans at 
December 31, 2007 is $136 million. Our non-qualttied pension plans have an underfonded stetos of $165 millton at 
December 31,2007. 

In selecting an assumed discount rate, we consider cunentiy available rates of retum on high-qualify fixed income investtnente 
expeded to be available during the period to maturify of tiie pension and other posti^tirement benefit obligations. The assumed 
discount rate was 6.5%, 6.00% and 5.75% as of December 31,2007,2006 and 2005, respectively. 

Our assumed rate of retum on pension plan assets considers historical maricet retoms and economb forecaste fix the types of 
investinents held by our pension tmsts. In 2007,2006 and 2005, our qualified pension plan assete acfoally eamed $438 million 
or 8.2%, $567 million or 12.5% and $325 million or 8.2%. respectively. Our qualified pension coste in 2007, 2006 and 2005 
were computed using an assumed 9.0% rate of refom on plan assete which generated $449 million, $396 million and 
$345 million expected retums on plan assete. respectively. The 2007 expeded retum was based upon projections of fufore 
refoms and our pension tmst investment allocation of approximately 6 1 % equities, 30% bonds, 7% real estete. 1% private 
equities and 1% cash. The gains or losses generated as a resutt of the difference between expeded and actoal retums on plan 
assete are defened and amortized and will increase or decrease future net periodic pension expense, respectively. 

Our qualified pension and OPEB net periodic benefit expense was a credit of $94 million in 2007 compared to an expense of 
$94 million and $131 million in 2006 and 2005. respectively. Our non-qualified net periodic pension expense was $21 million in 
2007 and 2006 and $16 million in 2005. On January 2. 2007, we made a $300 million voluntery contribution to our pension 
plan. In addition, during 2006, we amended our OPEB plan, effedive in 2008, to cap our montiily contribution for many of tiie 
retirees and tiieir spouses receiving subsidized health care coverage. As a result of the $300 million voluntery contilbution and 
the amendment to tiie OPEB plan effective in 2008, we exped our 2008 qualHied pension and OPEB coste to be a credit of 
$137 million and our non-qualified pension coste to t)e an expense of $21 million. 

Healtii care cost frends continue to increase and will affed future OPEB coste. The 2007 and 2006 composite heatth care frend 
rate assumptions are approximately 9-11%, gradually decreasing to 5% in later years. In determining our frend rate 
assumptions, we included the specific provisions of our healtti care plans, tiie demographics and utilization rates of plan 
participants, actual cost increases experienced in our health care plans, and prpjedions of futore medical frend rates. The 
effed on our pension and OPEB coste from c^hanges in key assumptions are as follows: 

Increase in Coste from Adverse Changes in Key Assumptions 

Assumption _ ^ Adverse Changs Pension OPEB Tot^ 
(In millions) 

Discount rate Decrease by 0.25% $ 15 $ 3 $ 18 
Long-tenn retum on assets Decrease by 0.25% $ 13 $ 1 $ 14 
Healtii care ti^nd rate Increase by 1% N/A $ 9 $ 9 
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Ohio Transition Cost Amortization 

In connection with the Ohio Companies' transition plan, tiie PUCO determined allowable transition coste based on amounte 
recorded on the regulatory books of the Ohio Companies. These coste exceeded those defened or capitelized on our balance 
sheet prepared under GAAP since they induded certein coste which had not yet been incurred or that were recognized on tfie 
regulatory finandal stetemente (fair value purchase accounting adjustmente). We use an effedive interest mettiod for 
amortizing the Ohio Companies' fransition coste, often referred to as a "mortgage-style" amortization. The interest rate under 
tills metiicxJ is equal to the rate of retum autiiorized by tiie PUCO in tiie transition plan for each respective company. In 
computing the transition cost amortization, we indude only the portion of tfie tiansition revenues associated wtth transition coste 
induded on the balance sheet prepared under GAAP. Revenues collected for the off-t>alance sheet coste and the retum 
assodated with tiiese coste are recognized as Income when received. Amortization of defened customer shopping incentives 
and interest coste are equal to the related revenue recovery tfiat is recognized under the RCP (see Note 2(A)). 

Long-Lived Assets 

in accordance witti SFAS 144, we periodicaify evaluate our long-lived assete to determine whether conditions exist tiiat would 
indicate that tiie canying value of an asset might not be fully recoverable. The accounting stendard requires tiiat if the sum of 
fofore cash fiows (undiscounted) expeded to result from an asset is less than the canying value of the asset an asset 
Impairment must be recognized in tiie financial statemente. ff impaimient has occuned, we recognize a loss - calculated as the 
difference between the canying value and tiie estimated fair value of the asset (discounted future net cash flows). 

The calculation of futore cash fiows is based on assumptions, estimates and judgment about future evente. The aggregate 
amount of cash fiows detemnines whetiier an impaimnent is indicated. The timing of tiie cash flows is critical in determining tiie 
amount of the impaimnent 

Asset Retirement Obligations 

In accondance witii SFAS 143 and FIN 47, we recognize an ARO for the future decommissbning of our nuclear power plante 
and fufore remediation of otiier environmentel liabilities associated witii all of our long-lived assete. The ARO liabilify represente 
an estimate of tiie fair value of our cunent obligation related to nudear decommissioning and the retirement or remediation of 
environmentel liabilities of other assets. A fair value measurement inherentiy involves uncerteinfy in the amount and timing of 
settlement of the liabilify. We use an expeded cash flow approach to measure the fair value of ttie nudear decommissioning 
and environmental remediation ARO. This approach appties probabilify weighting to discounted future c^sh fiow scenartos ttiat 
refied a range of possible outcomes. The scenarios consider settlement of the ARO at ttie expiration of tiie nuclear flower 
plante' cunent license, settiement based on an extended license tenn and expeded remediation dates. 

Income Taxes 

We record income taxes in accordance with the liabilify method of accounting. Defened income taxes refled tiie net tax effed 
of temporary differences between the carrying amounte of assete and liabilities for finandal reporting purposes and the 
amounts recognized for tex purposes. Investinent tax credits, which were deferred when utilized, are being amortized over the 
recovery period of the related property. Defened income tex liabittties related to tex and accounting basis differences and tax 
credit canyforwanj items are recognized at tiie stetutory income tex rates in effed when ttie liabilities are expeded to be pab. 
Defened tax assete are recognized based on income tex rates expeded to be in effed when they are settied. 

Goodwlti 

In a business combination, the excess of the purchase price over tiie estimated fair values of the assete acquired and liabilities 
assumed is recognized as goodwill. Based on the guidance provided by SFAS 142, we evaluate goodwill for impairment at 
least annuaify and make such evaluations more frequentiy if indicators of impairment arise. In accordance witii the accounting 
stendard, if tiie fair value of a reporting unit is less tiian its carrying value (induding gocKlwill), tiie goodwill is tested for 
impairment, ff impairment is indicated, we recognize a loss - calculated as the difference between tiie Implied foir value of a 
reporting unifs goodwill and the carrying value of tiie goodwill. Our annual review was completed in the third quarter of 2007 
with no impairment indicated. 

During 2006, our annual review was completed in the third quarter witii no impairment indicated. As discussed in Note 10 to 
tiie consolidated finandal statemente, the PPUC issued its order on January 11, 2007 related to the comprehensh/e rate filing 
made by Met-Ed and Penelec on April 10, 2006. Prior to issuing ttie order, the PPUC conduded an infomnal, nonbinding 
polling of Commissioners at its public meeting on l^cember 21, 2006 that indicated tiiat the rate Increase ultimately granted 
could be substentially lower than ttie amounte requested. As a result of the polling, we determined tfiat an interim review of 
goodwill for our energy delivery services segment would be required. No impairment was indicated as a result of that review. 
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SFAS 142 requires the goodwill of a reporting unit to be tested for impaimient if ttiere is a more-IJkely-tiian-not expectati(»i that 
the reporting unit or a signtticant asset group wtthin the reporting untt will be sdd. In December 2005, MYR qualttied as an 
asset held for sale in accordance witii SFAS 144. As a result in the fourth quarter of 2005, tiie goodwill of MYR was retested 
for impairment resulting in a non-cash charge of $9 million (tiiere was no conesponding income tax benefit). 

The forecasts used in our evaluations of goodwill refled operations consistent with our general business assumptions. 
Unanticipated changes in those assumptions could have a significant effed on our fotore evaluations of goodwill. 

NEW ACCOUNTING STANDARDS AND INTERPRETATIONS 

SFAS 157 - "Fair Value Measurements" 

In September 2006, the FASB issued SFAS 157 that esteblishes how companies should measure fair value when ttiey are 
required to use a fair value measure for recognition or disclosure purposes under GAAP. This Stetement addresses the need 
for increased consistency and comparabilify in fair value measuremente and for expanded disdosures about foir value 
measuremente. The key changes to current pradice are: (1) the definition of fair value, which focuses on an extt price rattier 
than entry price; (2) the methods used to measure fair value, such as emphasis that fair value is a market-based measurement 
not an entify-spedfic measurement as well as ttie indusion of an adjustment for risk, restiictions and credit stending; and (3) 
the expanded disclosures about fair value measuremente. This Statement and ite related FSPs are effective for fiscal years 
beginning after November 15, 2007, and interim periods witiiin tiiose years. Under FSP FAS 157-2, we have eleded to defer 
the election of SFAS 157 for finandal assete and finandal liabilities measured at fair value on a non-recurring basis for one 
year. We have evaluated the impad of tiiis Stetement and ite FSPs, FSP FAS 157-2 and FSP FAS 157-1, which exdudes 
SFAS 13, Accounting for Leases, and ite related pronouncemente finom the scope of SFAS 157, and do not exped there to be a 
material effed on our finandal stetemente. The majorify of our fair value measurements will be disdosed as level 1 or level 2 in 
the fair value hierarchy. 

SFAS 159 - "The Fair Value Option for Financial Assets and Financial Liabilities - Including an amendment of FASB 
Statement No. 115" 

In February 2007, tiie FASB issued SFAS 159, which provides compantes with an option to report selected financial assete and 
financial liabilities at fair value. This Stetement attempte to provide additional infonnation tiiat will help investors and other users 
of financial stetements to more easily understend the effed of a company's choice to use fair value on tts eamings. The 
Stendard also requires companies to display the foir value of ttiose assete and liabilities for whbh tfie company has chosen to 
use fair value on the face of ttie balance sheet This guidance does not eliminate disdosure requiremente induded in other 
accounting stendards, induding requiremente for disctosures about fair value measuremente induded in SFAS 157 and SFAS 
107. This Stetement is effedive for fiscal years beginning after November 15, 2007, and Interim periods wittiin those years. We 
have analyzed our financial assete and financial liabilities within tiie scope of tiiis Stetement and no fair value elections were 
made as at January 1, 2008. 

SFAS 141(R) - "Business Combinations" 

In December 2007, tiie FASB issued SFAS 141(R), which requires tiie acquiring entify in a business combination to recognize 
ail the assete acquired and liabilities assumed in the ttansaction; esteblishes ttie acquisition-date fair value as the 
measurement objective for all assete acquired and liabilities assumed; and requires the acquirer to disdose to investors and 
other users all of the infonnation tiiey need to evaluate and understend the nafore and finandal effed of tiie busNiess 
combination. SFAS 141(R) attempts to reduce the complexify of existing GAAP related to business combinations. The 
Stendard indudes botii core prindples and pertinent applic^ation guidance, eliminating the need for numerous EITF issues and 
other interpretetive guidance. SFAS 141(R) will affed business combinations we enter tiiat dose after January 1, 2009. In 
addition, tiie Stendard also affecte tiie accounting for changes in tax valuation allowances made after January 1, 2009, ttiat 
were established as part of a business combination prior to tiie Implementation of this stendard. We are currentiy evaluating ttie 
impact of adopting this Stendard on our financial stetemente. 

SFAS 160 - "Noncontrolling Interests in Consolidated Financial Statements - an Amendment of ARB No. 51" 

In December 2007. the FASB issued SFAS 160 tfiat esteblishes accounting and reporting stendards for ttie noncontrolling 
interest in a subsidiary and for tiie deconsolidation of a subsidiary. It darifies ttiat a noncontiislling interest in a subsbiary is an 
ownership interest in the consolidated entify tiiat should be reported as equify in tiie consolidated finandal stetemente. This 
Statement is effedive for fiscal years, and interim periods within those fiscal years, beginning on or after December 15, 2008. 
Eariy adoption is prohibited. The Stetement is not expeded to have a material impad on our finandal stetemente. 
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FSP FiN 39-1 - ''Amendment of FASB Interpretation No. 39" 

In April 2007. the FASB issued Steff Position (FSP) FIN 39-1. which pemriits an entify to offset fair value amounte recognized 
fbr the right to reclaim cash collateral (a receivable) or the obligation to retum cash collateral (a payable) against fair value 
amounts recognized for derivative instiiimente tiiat have been ofteet under the same master netting anangement as tiie 
derivative instmmente. This FSP is effedive for fiscal years beginning after November 15, 2007, with eariy application 
permttted. The effecte of applying tiie guidance in tiiis FSP should be recognized as a retrospedive change in accounting 
principle for all finandal stetemente presented. FSP FIN 39-1 is not expeded to have a material effed on our finandal 
stetemente. 

EITF 06-11 - "Accounting fbr Income Tax Benefits of Dividends or Share-based Payment Awards" 

In June 2007, the FASB released EITF 06-11, which provides guidance on tiie appropriate accounting for income tax benefits 
related to dividends eamed on nonvested share unite tiiat are charged to reteined eamings under SFAS 123(R). The 
consensus requires that an entify recognize foe realized tex benefit assodated wtth ttie dividends on nonvested shares as an 
increase to APIC. This amount should be induded in the APIC pool, which is to be used when an entit/s estimate of forteifores 
Increases or adual forfeitures exceed ite estimates, at which time the tax tienefite in tiie APIC pool would be redassified to ttie 
income stetement. The consensus is effedive for income tex benefite of divictends declared during fiscal years beginning after 
December 15,2007. EITF 06-11 is not expeded to have a material effed on our financial statements. 
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n/IANAGEIMENT REPORTS 

Management's Responsibility for Financial Statements 

The consolidated financial stetements of FirstEnergy Corp. (Company) were prepared by management, who tekes 
responsibilify for their integrify and objedivify. The stetem^ite were prepared in conformity wtth accounting prindples 
generally accepted in the United Stetes and are consistent with other financial infonnation appearing elsewhere in this 
report. PricewaterhouseCoopers LLP, an independent registered public accounting finn, has expressed an unqualified 
opinion on tiie Company's 2007 consolidated financial statements. 

The Company's intemal auditors, who are responsible to the Audit Committee of the Company's Board of Directors, review the 
results and pertomnance of operating unite wittiin the Company for adequacy, effectiveness and reliabilify of accounting and 
reporting systems, as well as managerial and operating conttols. 

The O^mpany's Audit CommittBe consiste of four independent diredors whose duties include: consideration of the adequacy 
of the intemal controls of tiie Company and the objedivify of finandal reporting; Inquiry into the number, extent, adequacy and 
validtty of regular and special audits conducted by Independent auditors and the intemal audttors; and reporting to ttie Board of 
Directors the Committee's findings and any recommendation for changes in scope, metiiods or procedures of tfie auditing 
fonctions. The Committee is diredly responsible for appointing the Company's independent registered public accounting firm 
and is charged witii reviewing and approving all services pertonned for tiie Company by the independent registered public 
accounting fimn and for reviewing and approving the related foes. The Committee reviews tfie independent registered {Xiblic 
accounting firm's report on intemal quality control and reviews all relationships between the independent registered public 
accounting finn and tiie Company, in order to assess tiie independent registered public accounting firm's independence. The 
Committee also reviews management's programs to monitor compliance with the Company's polides on business ethics and 
risk management. The Committee esteblishes pnxiedures to receive and respond to complalnte receive by the Comisany 
regarding accounting, intemal accounting conttols, or auditing matters and allows for the confidential, anonymous submisston 
of concerns by employees. The Audtt Committee held nine meetings in 2007. 

Management's Report on Internal Control Over Financial Reporting 

Management is responsible for establishing and mainteining adequate intemal control over financial reporting as defined in 
Rule 13a-15(f) of the Securities Exchange Act of 1934. Using the criteria set forth by ttie Committee of Sponsoring 
Organizations of the Treadway Commission in Intemal Control - Integrated Framework, management conduded an 
evaluation of tiie effedlveness of the Company's intemal contiroi over financtel reporting under the supervision of tiie diief 
executive officer and ttie chief financial officer. Based on that evaluation, management conduded that the Company's 
intemal confrol over financial reporting was effective as of Dec^nber 31, 2007. The effedlveness of the Company's intemal 
conti-ol over financial reporting, as of December 31, 2007, has been audited by PricewaterhouseCoopers LLP, an 
independent registered public accounting fimn, as steted in their report which appears on page 62. 
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Report of Independent Registeinad Public Accounting Firm 

To tiie Stockholders and Bcjanj of Diredors of FirstEnergy Corp.: 

In our opinion, tiie accompanying consolidated balance sheete and tiie related consolidated stetemente of income, 
capitelization, common stodcholders' equify and cash fiows present faidy, in all material respeds, the financtel position of 
FirstEnergy Corp. and ite subsidiaries at December 31.2007 and 2006, and the resulte of tiieir operations and their cash flows 
for each of the tiiree years in the period ended December 31,2007 in conformity witii accounting principles generaify accepted 
in the United Stetes of America. Also in our opinion, the Company mainteined, in all material respeds, effective intemal conbol 
over finandal reporting as of December 31, 2007, based on criteria esteblished in Intemal Control - Integrated Frameworic 
issued by the Committee of Sponsoring Organizations of the Treadway Commissbn (COSO). The Company's management is 
responsible for tiiese financial statements, for mainteining effedive internal control over finandal reporting and for ite 
assessment of tiie effedlveness of intemal corttrol over financial reporting, included in the accompanying Management's 
Report on Intemal Confrol Over Financial Reporting. Our responsibilify is to express opinions on these financial statemertts 
and on the Company's intemal contii^ over financial reporting based on our integrated audite. We conducted our audtts in 
accordance with the stendands of the Public Company Accounting Oversight Board (United Stetes). Those stendanJs require 
ttiat we plan and pertonn the audits to ot>tein reasonabte assurance about whether the finandal statemente are free of material 
misstetement and whettier effedive intemal contixil over finandal reporting was maintained in all material respeds. Our audite 
of the financial stetements induded examining, on a test basis, evidence supporting the amounte and disdosures in tiie 
finandal stetemente, assessing the accounting principles used and significant estimates made by management, and evaluating 
tiie overall finandal stetentent presentetion. Our audit of intemal conbfol over financial reporting induded obteining an 
understending of intemal control over finandal reporting, assessing tiie risk ttiat a material weakness existe, and testing and 
evaluating the design and operating effectiveness of intemal corttrol based on the assessed risk. Our audite also included 
pertonning such ottier procedures as we considered necessary in the drcumstences. We believe ttiat our audite provide a 
reasonable basis for our opinions. 

As discussed in tiie notes to the consolidated financial stetemente, the Company changed the manner in which it accounte tor 
uncertein tex posttions as of January 1, 2007 (Note 9), defined benefit pension and other posfretirement plans as of December 
31,2006 (Note 3) and conditional asset retirement obligations as of December 31,2005 (Note 2(G) and Note 12). 

A company's intemal control over finandal reporting is a process designed to provide reasonabte assurance regarding the 
reliabilify of financial reporting and the preparation of financial stetemente for extemal purposes in acxx)rdance with generally 
accepted accounting principles. A company's internal control over finandal reporting indudes tiiose polides and procedures 
tiiat (i) perteln to ttie maintenance of records tiiat, in reasonable detail, accurately and fairiy reflect the transadions and 
disposttions of tfie assete of the company; (it) provbe reasonat>te assurance tiiat transactions are recorded as necessary to 
permit preparation of financial stetemente in accordance witii generally accepted accounting principles, and that receipte and 
expenditures of tiie company are being made only in accordance with authorizations of management and diredors of the 
company; and (ill) provide reasonable assurance regarding prevention or timely detedion of unauttiorized acquisition, use, or 
disposition of the company's assete that could have a material effed on the finandal statemente. 

Because of tts inherent limitetions, internal confrol over financial reporting may not prevent or dated misstetemente. Also, 
projections of any evaluation of effectiveness to foture periods are subjed to the risk tiiat conti^ls may become inadequate 
because of changes in conditions, or that the degree of compliance with the polides or procedures may deteriorate. 

PricewateriiouseCoopers LLP 
Cleveland, Ohio 
Febmary 28, 2008 
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FIRSTENERGYCORP. 

CONSOLIDATED STATEMENTS OF INCOME 

For the Years Ended December 31, 2007 2006 2005 

REVENUES: 
Eledric utilities 
Unregulated businesses 

Total revenues* 

EXPENSES: 
Fuel and purchased power 
Otiier operating expenses 
Provision for depreciation 
Amortization of regulatory assets 
Deferral of new regulatory assets 
General taxes 

Total expenses 

OPERATING INCOME 

OTHER INCOME (EXPENSE): 
Investment income 
Interest expense 

Capitalized interest 

Subsidiaries' prefen-ed stock dividends 
Total other expense 

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TAXES 

INCOME TAXES 

INCOME FROM CONTINUING OPERATIONS 

Discontinued operations (net of income tax benefits of $2 million 
and $4 million, respectively) {Note 8) 

INCOME BEFORE CUMULATIVE EFFECT OF A CHANGE IN ACCOUNTING PRINCIPLE 

Cumulative effed of a change in accounting principle (net of income tax benefit d 
$17 million) (Note 2(G)) 

NET INCOME 

BASIC EARNINGS PER SHARE OF COMMON STOCK: 
Income from continuing operations 
Discontinued operations (Note 8) 
Cumulative effed of a change in accounting principle (Note 2(G)) 
Net eamings per basic share 

WEIGHTED AVERAGE NUMBER OF BASIC SHARES 
OUTSTANDING 

DILUTED EARNINGS PER SHARE OF COMMON STOCK: 
Income from continuing operations 

Discontinued operations (Note 8) 
Cumulative effed of a diange in accounting principle (Nde 2(G)) 
Net eamings per diluted share 

WEIGHTED AVERAGE NUMBER OF DILUTED SHARES 
OUTSTANDING 

(In millions, except per share amounts) 

$ 11,305 
1.497 

12,802 

5.014 
3,086 

638 
1.019 
(524) 
754 

9.987 

2.815 

120 
(775) 

32 
-

(623) 

2.192 

883 

S 10,007 
1,494 

11,501 

4,253 
2,965 

596 
861 

(500) 
720 

8,895 

2.606 

149 
(721) 

26 

(553) 

2,053 

795 

$ 9,703 
1,655 

11,358 

4,011 
3,103 

588 
1,281 
(405) 
713 

9,291 

2.067 

217 
(660) 

19 
(15) 

(439) 

1,628 

749 

1,309 

1.309 

1,258 

(4) 

1.254 

879 

12 

891 

J30)_ 

$ 

$ 

$ 

$ 

$ 

1,309 

4.27 
-
-

4.27 

306 

4.22 
-
-

4.22 

310 

$ 

$ 

$ 

$ 

i 

1,254 

3.85 

(0.01) 

-
3.84 

324 

3.82 
(0.01) 

-
3.81 

327 

$ 

$ 

$ 

$ 

J= 

861 

2.68 

0.03 
(0.09) 
2.62 

328 

2.67 
0.03 

(0.09) 
2.61 

330 

* Includes $424 million, $400 million and $395 millton d excise tax colledions in 2007.2006 and 2005, respectively. 

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements. 
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FIRSTENERGY CORP. 

CONSOLIDATED BALANCE SHEETS 

As of December 31, 2007 2006 

ASSETS 

CURRENT ASSETS: 
Cash and cash equivalents 
Receivabtes-

Customere (less accumulated provisions of $36 million and 
$43 million, respedively, for uncollectible accounts) 

Other (less accumulated provisions of $22 million and 
$24 million, respectively, for uncollectible accounts) 

Materials and supplies, at average cost 
Prepayments and otiier 

PROPERTY, PLANT AND EQUIPMENT: 
In service 
Less - Accumulated provision for depreciation 

Construction worit in progress 

INVESTMENTS: 
Nuclear plant decommissioning tnjsts 
investments in lease obligation bonds (Note 6) 
Otiier 

DEFERRED CHARGES AND OTHER ASSETS: 
Goodwill 
Regulatory assets 
Pension assets (Note 3) 
Other 

LIABILITIES AND CAPITAUZATK3N 

CURRENT LIABILITIES: 
Currently payable long-term debt 
Short-term bonowings (Note 13) 
Accounts payable 
Accrued taxes 
Other 

CAPITALIZATION (See Consolidated Statements of Capitalization): 
Common stocl^holders' equity 
Long-term debt and otiier long-term obligations 

NONCURRENT LIABILITIES: 
Accumulated deferred income taxes 
y^set retirement obligations 
Deferred gain on sale and leaseback transaction 
Power purchase contract loss liability 
Retirement benefits 
Lease maritet valuation liability 
Other 

COMMITMENTS. GUARANTEES AND CONTINGENCIES (Notes 6 and 14) 

(In millions) 

129 

1.256 

90 

1.135 

165 
521 
159 

2,230 

24.619 
10,348 
14,271 
1,112 
15,383 

2,127 
717 
754 

3,598 

5,607 
3.945 
700 
605 

10,857 
4 32:068 

$ 2.014 
903 
777 
408 

1.046 
5,148 

8,977 
8,869 
17.846 

2.671 
1.267 
1,060 
750 
894 
663 

1.769 
9.074 

$ 32,068 

132 
577 
149 

2,083 

24,105 
10.055 
14,050 
617 

14,667 

1.977 
811 
746 

3.534 

5,898 
4,441 

-
573 

10.912 
t 311196 

$ 1,867 
1,108 
726 
598 
956 

5,255 

9,035 
8,535 
17,570 

2,740 
1,190 

-
1,182 
944 
767 

1,548 
8,371 

$_^U96. 

The accompanying Notes to Consolidated Financial Statements are an integral part of these balance sheets. 
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FIRSTENERGYCORP. 

CONSOLIDATED STATEMENTS OF CAPITALIZATION 
As of December 31, 2007 2006 

(D<^lars in millions) 

COMMON STOCKHOLDERS' EQUITY: 

Common stock, $0.10 par value - authorized 375,000,000 shares -
304,835,407 and 319,205.517 shares outstanding, respectivety 

Other paid-in capital 
Accumulated other comprehensive loss (Note 2(F)) 
Retained eamings (Note 11(A)) 
Unallocated employee stock ownership plan common stock-

521,818 shares in 2006 (Note 4(B)) 
Total common stockholders' equity 

LONG-TERM DEBT AND OTHER LONG-TERM OBLIGATIONS (Note 11(C)): 
(Interest rates reflect weighted average rates) 

$ 31 $ 32 
5,509 6,4€6 

(60) (2S9) 
3,487 2,806 

(10) 
8,977 9,035 

Ohio Edison Company-
Due 2007-2012 
Due 2013-2017 
Due 2028-2032 
Due 2033-2037 

Total-Ohio Edison 

Cleveland Electric Illuminating Co 
Due 2007-2012 
Due 2013-2017 
Due 2018-2022 
Due 2028-2032 
Due 2033-2037 

Total-Cleveland Electric 

Toledo Edison Company-
Due 2007-2012 
Due 2023-2027 
Due 2028-2032 
Due 2033-2037 

Total-Toledo Edison 

Pennsylvania Power Company-
Due 2007-2012 
Due 2013-2017 
Due 2018-2022 
Due 2023-2027 
Due 202B-2032 

Total-Penn Power 

Jersey Central Power & Light Con 
Due 2007-2012 
Due 2013-2017 
Due 2018-2022 
Due 2023-2027 
Due 2033-2037 

Total-Jersey Central 

Metropolrtan Edison Company-
Due 2007-2012 
Due 2013-2017 
Due 2018-2022 
Due 2023-2027 

Total-Metropolitan Edison 

Pennsylvania Electric Company-
Due 2007-2012 
Due 2013-2017 
Due 2018-2022 
Due 2023-2027 

Total-Pennsyivania Electric 

FIRST MORTGAGE BONDS 

% 

-
-
_ 

mpany-
6.86 

-
-
. 
• 

. 
-
. 

9.74 
9.74 
9.74 
7.63 

ipany-
-
-
-
-

-
-
_ 

5.95 

5.35 
-
. 
-

2007 

$ 
-
. 
-
-

125 
-
-
_ 
-

i25 

_ 
. 
-
-
-

5 
5 
2 
6 
-

ift 

-
-
. 
-
-
-

. 

. 

. 
14 

' ir 

24 
-
. 
-

24 

2006 

$ 
-
_ 
-
-

125 
. 
_ 
. 
-

i ^ 

. 

. 

. 
-
-

6 
5 
2 
6 
-

15-

. 
12 
. 

275 
-

2S7 

_ 
_ 
_ 

14 

u 

24 

-
-

24 

% 

7.01 
_ 

5.38 

6.13 
7.88 

, 
5.38 

• 

_ 
_ 

5.38 

. 
5.40 

. 
_ 

5.38 

5.50 
5.89 
5.60 

. 

_ 
_ 
_ 

_ 
. 
. 
-

SECURED NOTES 

m7 

$ 4 $ 

13 

17 

232 
300 

. 
6 
-

m 

_ 
. 

4 
-
4 

_ 
1 
-
. 
2 
3 

154 
187 
56 

-
-

597 

. 

. 
_ 
-
-

_ 
. 
. 
-
-

2006 

8 
-

120 
-

i2S 

351 
300 
133 

6 
54 

30 
10 
4 

45 
?3' 

. 
1 
-
_ 
2 

—r 
187 
487 
206 

-
200 

TOST 

-
. 
_ 
-
-

_ 
. 
-
-
-

UNSECURED NOTES 

% 

4.65 
6.04 

. 
6.88 

_ 
5.67 

-
. 

5.95 

_ 
_ 
. 

6.15 

. 
_ 
-
. 

. 
5.64 
4.80 

. 
6.26 

4.45 
4.90 
4.66 

6.55 
5.74 
6.32 
4.51 

2dti7 

$ 331 
400 

. 
350 

' \m~ 

_ 
550 

. 
, 

300 

650 

, 
, 
. 

300 

300 

, 
. 
-
, 
-
-

. 
550 
150 

. 
500 

1.200 

100 
400 

28 

528 

136 
450 
146 
26 

7SS" 

2006 

$ 331 
400 

_ 
350 

. 
. 379 

-
103 
300 
TK" 

_ 
. 
-

300 

. • 

-
. 
-
-

150 
400 

2B 
-

57ft 

135 
150 
145 
25 

— 3 5 r 

TOTAL 

^ 7 20U 

1,088 1.20&' 

1,513" 1,751 

364 m 

21 22 

542 552 
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FIRSTENERGYCORP. 

CONSOLIDATED STATEMENTS OF CAPITALIZATION (Cont'd) 

As of December 31, 
(Dt}llars in millions) 

LONG-TERM DEBT AND OTHER LONG-TERM OBLIGATIONS (Cont'd) 
(Interesf rates reflect weighted average rates) 

FIRST MORTGAGE BONDS 
2007 2006 

FirstEnergy Corp.-
Due 2007-2012 
Due 2028-2032 

Total-RrstEnergy 

Bay Shore Povrar 
FirstEnergy Generation 
FirstEnergy Nudear Generation 
Total 181 

Capital lease obligations 
Net unamortized discount on debt 
Long-term debt due within one year 
Total long-term debt and other long-temi obligations 

TOTAL CAPITALIZATION 

The accompanying Notes to Consolidated Rnandal Statements are an integral part of these statements. 

SECURED NOTES 
% 2007 

-

-

6.25 125 

1,084 

2006 

-

-

130 

2,274 

UNSECURED NOTES 

% 

6.45 
7.38 

4.06 
4.24 

2007 

1.500 
1,500 
3;ooo • 

871 
1,041 
9,626 

2D06 

1.500 
1.500 
3.000 

624 
861 

7,681 

TOTAL 
2007 

3,000 

125 
871 

1,041 
10,891 

4 
(12) 

2 

2006 

3,000 

130 
624 
861 

10.424 

4 
(26) 

(1.867) 
-e;635 
17.570_ 
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FIRSTENERGY CORP. 

CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDERS' EQUITY 

omprehenslvi 
Income 

$ 861 

Accumulated 
Common Stock Other Other 

a Number 
of Shares 

329,836,276 

Par Paid-in Comprehenshw 
Value CapHal Income (Loss) 

(Dollars In m(Uions) 

$ 33 $ 7.056 $ (313) 

Retained 
Earnings 

$ 1.857 
861 

Unallocated 
ESOP 

Cwnmon 
Stock 

$ (43) Balance, January 1,2005 
Net income 
Minimum liability Ibr unfunded retirement 

benefits, net of $206 million of income taxes 295 295 
Unrealized gain on derivative hedges, net 

of $9 mlltion of income taxes 14 14 
Unrealized loss on investments, net of 

$15 million of income tax benefits (16) (16) 
Comprehensive income $ 1.154 
Stocic options exercised (41) 
Allocation of ESOP shares 22 16 
Resected stock units 6 
Cash dividends declared on common stock (559) ' 

Balance, December 31,2005 329.836,276 33 7,043 ( ^J 2 , « e "(27) 
Net income $ 1,254 1,254 
Unrealized gain on derivative hedges, net 

of $10 million of incometaxes 19 19 
Unrealized gain on investments, net of 

$40 million of income taxes 69 69 
Comprehensive income 5 -1.342 
Net liability for unfunded retirement benefits _ _ _ _ _ ^ ^ 

due to the implementation of SFAS 158, net 
of $292 million of income tax benefits (Note 3) (327) 

Redemption premiums on preferred stock (9) 
Stock options exercised (28) 
Allocation of ESOP shares 33 17 
Restricted stock units 11 
Stock based compensation 6 
Repurchase of common stock (10,630,759) (1) (599) 

Cash dividends declared on cMnmon stock (598) 

Balance, December 31,2006 319,205,617 ^ 6,466 (259) 2,806 (10)" 
Net income $ 1,309 1.309 
Unrealized loss on derivative hedges, net 

of $8 mitlion of income tax benefits (17) (17) 
Unrealized gain on investments, net of 

$31 million of income taxes 47 47 
Pensim and other postretirement benefits, net 

of $169 miliion of income taxes (Note 3) 179 179 
Comprehensive income $ 1.516 
Stodt options exercised (40) 
Allocatran of ESOP shares 26 10 
Restricted stock units 23 
Stock based compensation 2 
FIN 48 cumulative effect adjustinent (3) 
Repurchase of common stock (14,370,110) (1) (968) 
Cash dividends declared on common stock (625) 

Balance, December 31.2007 304,835.407 $ 31 $ 5,509 $ (50) S 3.487 $ 

The accompanying Notes to Consolidated Finandal Statements are an integral part of these statemente. 
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For the Years Ended December 31, 

FIRSTENERGYCORP. 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

2007 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net income 
Adjustments to reconcile net income to net cash from operating activities-

Pnavision for depreciation 
Amortization of regulatory assets 
Deferral of new regulatory assets 
Nuclear fuel and lease amortization 
Defened purchased power and other costs 
Defenred income taxes and Investment tax credits, net 
Investment impairment (Note 2(E)) 
Cumulative effect of a change in accounting principle 
Deferred rents and lease maricet valuation liability 
Accmed compensation and retirement benefits 
Tax refunds related to pre-merger period 
Commodity derivative transactions, net 
Gain on asset sales 
Loss (Income) from discontinued operations (Note 8) 
Cash collateral, net 
Pension trust contritjutions 
Decrease (Increase) In operating assets-

Receivables 
Materials and supplies 
Prepayments smd other current assets 

Increase (decrease) in operating liablllties-
AccQunts payable 
Accrued taxes 
Accrued interest 

Electric service prepayment programs 
Other 

Net cash pnsvlded from operating activities 

CASH FLOWS FROM FINANCING ACTIVITIES: 
New Financing-

Long-term debt 
Short-term borrowings, net 

Redemptions and Repayments-
(Dommon stock 
Preferred stock 
Long-term debt 
Short-tenfTi borrowings, net 

Net controlled disbursement activity 
Stc^k-based compensation tax benefit 
Common stock dividend payments 

Net cash used for financing activities 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Property additions 
Proceeds fnsm asset sales 
Pix>ceeds from sale and leaseback transaction 
Sales of Investment securities held In trusts 
Purchases of investment securities held In toists 
Cash Investments and restricted funds (Note 5) 
Other 

Net cash used for Investing activities 

Net increase in cash and cash equivalents 
Cash and cash equivalents at beginning of year 
Cash and cash equivalents at end of year 

SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash Paid During the Year-

Interest (net of amounts capitalized) 
Income taxes 

1,309 

2006 
(In millions) 

1.254 

2005 

861 

638 
1,019 
(524) 
101 
(346) 
(9) 
26 
-

(99) 
(37) 

6 
(30) 

(68) 
(300) 

(136) 
79 
10 

51 
71 
(8) 

(75) 
16 

1,694 

1,527 
-

(969) 

(1,098) 
(205) 
(1) 
20 

(616) 
(1.342) 

(1.633) 
42 

1,329 
1,294 
(1.397) 

72 
(20) 

(313) 

39 
90 

S 129 ft 

$ 744 ft 

i m i-

596 
861 
(500) 
90 

(445) 
159 
27 
-

(113) 
193 
-

24 
(49) 
4 

(77) 
-

105 
(25) 
3 

99 
(175) 
7 

(64) 
(35) 

1,939 

2,739 
386 

(600) 
(193) 

(2.536) 
-

(27) 
13 

(586) 
(804) 

(1,315) 
162 
-

1,651 
(1.666) 
121 
(62) 

(1,109) 

26 
64 

W§ $ 
m 1 

588 
1,281 
(405) 
90 

(384) 
154 
6 
30 

(104) 
90 
18 
6 

(35) 
(12) 
196 
(500) 

(87) 
(32) 
3 

32 
150 
(6) 

208 
72 

2,220 

721 
561 

. 
(170) 

(1,424) 
-

(18) 
-

(5461 
(876) 

(1,208) 
104 
-

1,587 
(1,688) 

(42) 
(86) 

(1,333) 

11 
53 
64 

e§5 
^ ^ -

The accompanying Notes to Consolidated Financial Statements are an integral part of tiiese statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

1. ORGANIZATION AND BASIS OF PRESENTATION 

FirstEnergy Is a diversified energy company that holds, directly or Indirectly, all of the outstanding comnion stock of its 
principal subsidiaries: OE, CEI, TE, Penn (a wholly owned subsidiary of OE), ATSI, JCP&L, Met-Ed, Penelec, FENCKl, FES 
and its subsidiaries FGCO and NGC, and FESC. 

FirstEnergy and its subsidiaries follow GAAP and comply witii the regulations, orders, policies and practices prescribed by 
the SEC, FERC and, as applicable, the PUCO, PPUC and NJBPU. The preparation of financial statements in cor>formi^ 
witii GAAP requires management to make periodic estimates and assumptions that affect the reported anrK)unts of assets, 
liabilities, revenues and expenses and disclosure of contingent assets and liabilities. Actual results could differ from these 
estimates. The reported results of operations are not Indicative of results of operations for any future period. 

FirstEnergy and its subsidiaries consolidate all majority-owned subsidiaries over which they exercise cont^l and, when 
applicable, entities for which tiiey have a controlling financial interest Intercompany ti^nsac^ons and balances are 
eliminated in consolidation. FirstEnergy consolidates a VIE (see Note 7) when it is determined to be the VIE's primary 
beneficiary. Investments in non-consolidated affiliates over which FirstEnergy and its subsidiaries have tiie ability to exercise 
significant influence, but not control (20-50% owned companies, joint ventures and partnerships) are accounted for under 
the equity method. Under the equity metiiod, the Interest in the entity is reported as an investment in the Consolidated 
Balance Sheets and tiie percentage share of the entity's eamings is reported in the Consolidated Statements of Income. 

Certain prior year amounts have been reclassified to conform to the current year presentation. Effective January 1, 2007, 
FirstEnergy changed its extemal segment reporting structure to reflect the operations of its core business segments and to 
align its extemal segment reporting with intemal management reporting. As discussed in Note 16, segment reporting in 
2006 and 2005 was reclassified to conform to the 2007 business segment organization and operations. 

Unless otherwise indicated, defined temis used herein have the meanings set forth in the accompanying Glossary of Temns. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

(A) ACCOUNTING FOR THE EFFECTS OF REGULATION 

FirstEnergy accounts for the effects of regulation through the application of SFAS 71 to its operating utilities since ttieir 
rates: 

• are established by a thinj-party regulator witii the authority to set rates that bind customers; 

• are cost-based; and 

• can be charged to and collected from customers. 

An enterprise meeting all of these criteria capitalizes costs that would otherwise be charged to expense if the rate actions of 
its regulator make it probable that those costs will be recovered in future revenue. SFAS 71 is applied only to tiie parts of the 
business that meet the above criteria. If a portion of the business applying SFAS 71 no longer meets those requirements, 
previously reconjed net regulatory assets are removed fn^m the balance sheet in accordance with tiie guidance in 
SFAS 101. 

In Ohio, New Jersey and Pennsylvania, laws applicable to electric industry restmcturing contain similar provisions that 
are refiected in tiie Companies' respective state regulatory plans. These provisions include: 

• restructuring the electric generation business and avowing the Companies' customers to select a 
competitive electric generation supplier other tiian tiie Companies; 

• establishing or defining the PLR obligations to customers in the Companies' service areas; 

• providing the Companies with the opportunity to recover potentially sti'anded investment (or transition 
costs) not otherwise recoverable in a competitive generatfon marked 

• itemizing (unbundling) the price of electricity into its component elements - including generation, 
transmission, distribution and stranded costs recovery charges; 

• continuing regulation of the Companies' transmission and distribution systems; and 

• requiring corporate separation of regulated and unregulated business activities. 
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Regulatory Assets 

The Companies and ATSI recognize, as regulatory assets, costs which tiie FERC, PUCO, PPUC and NJBPU have 
autiiorized for recovery from custonr^rs in fijture periods or for which authorization is probable. Without tiie probability of 
such authorization, costs currentiy recorded as regulatory assets wouki have been charged to expense as incurred. 
Regulatory assets that do not eam a cunent retum totaled approximately $140 million as of December 31,2007 (JCP&L 
- $84 million, Met-Ed - $54 million and Penelec - $2 million). Regulatory assets not earning a cun-ent retum will be 
recovered by 2014 fbr JCP&L and by 2020 for Met-Ed and Penelec. 

Regulatory assets on the Consolidated Balance Sheets are comprised of the following: 

__ 2007 2006 

Regulatory transition costs 
Customer shopping incentives 
Customer receivables for future income taxes 
Loss on reacquired debt 
Employee postretirement benefit costs 
Nuclear decommissioning, decontamination 

and spent liie! dlsjsosal costs 
Asset removal costs 
Î ISO/PJM transmission costs 
Fuel costs - RCP 
Distribution costs - RCP 
OUier 

Total 

In accordance with the RCP, recovery of the aggregate of the regulatory transition costs and the Extended RTC (deferred 
customer shopping incentives and interest costs) amounts are expected to be complete for OE and TE by December 31, 
2008. CEKs recovery of regulatory transition costs is projected to be complete by April 2009 at which time recovery of its 
Extended RTC will begin, with recovery estimated to be complete as of December 31, 2010. At the end of their respective 
recovery periods, any remaining unamortized regulatory transition costs and Extended RTC balances will be reduced by 
applying any remaining cost of removal regulatory liability balances - any remaining regulatory transition costs and 
Extended RTC balances will be written off. The RCP allows the Ohio Companies to defer and capitalize certain distiibution 
costs during the period January 1, 2006 tiinDugh December 31, 2008, not to exceed $150 mitlion in each of tiie years 2006, 
2007 and 2008. These deferrals will be recovered in distiibution rates effective on or after January 1, 2009. In addition, Uie 
Ohio Companies deferred certain fuel costs ttirough December 31, 2007 tiiat were incurred above the amount collected 
through a fuel recovery mechanism in accordance with the RCP (see Note 10(B)). 

Transition Cost Amortization 

OE, CEI and TE amortize transition costs (see "Regulatory Matters - Ohio") using tiie effective interest metiiod. Extended 
RTC amortization is equal to tiie related revenue recovery that is recognized. The following table provides the estimated net 
amortization of regulatory transition costs and Extended RTC amounts (including associated canying charges) under the 
RCP for ttie period 2008 tiirough 2010: 

$ 

Ln 

(In millions) 
2,363 

516 
295 

57 
39 

(115) 
(183) 
340 
220 
321 
92 

3,945 

$ 

$ 

3,266 
603 
217 
43 
47 

(145) 
(168) 
213 
113 
155 
97 

4,441 

Amortization 
Period 

2U08 
2(K)9 
2010 

Total Amortization 

$ 

$_ 

OE 

207 

207 

$ 

CEI TE 
(In millions) 
126 $ 
212 
273 
611 $ 

113 

113 

Total 
Ohio 

$ 446 
212 
273 

$ 931 

Total regulatory transition costs as of December 31, 2007 were $2.4 billion, of which approximately $1.6 billion and 
$237 millfon apply to JCP&L and Met-Ed. respectively. JCP&L's and Met-Ed's regulatory tiansition costs include the defen-al 
of above-market costs for power supplied fi-om NUGs of $875 million for JCP&L (recovered ttirough BGS and MTC 
revenues) and $185 million for Met-Ed (recovered through CTC revenues). The liability for JCP&L's projected above-market 
NUG costs and corresponding regulatory asset are adjusted to foir value at the end of each quarter. Recovery of tiie 
remaining regulatory transition costs is expected to continue pursuant to various regulatory proceedings in New Jersey and 
Pennsylvania (See Note 10). 
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(B) REVENUES AND RECEIVABLES 

The Companies' principal business is providing electric service to customers in Ohio, Pennsylvania and New Jersey. Tlie 
Companies' retail customers are metered on a cycle basis. Elecbic revenues are recorded based on energy delivered 
through the end of tiie calendar monUi. An estimate of unbilled revenues is calculated to recognize elecbic service provided 
between Uie last meter reading and tiie end of tiie month. This estimate includes many factors including historical customer 
usage, load profiles, estimated weather impacts, customer shopping activity and prices in effect for each class of customer. 
In each accounting period, the Companies accrue the estimated unbilled amount receivable as revenue and reverse the 
related prior period estimate. 

Receivables from customers include sales to residential, commercial and industrial customers and sales to wholesale 
customers. There was no material concenfration of receivables as of December 31, 2007 with respect to any particular 
segment of FirstEnergy's customers. Totel customer receivables were $1.3 billion (billed - $734 million and unbilled -
$524 million) and $1.1 billion (billed - $650 million and unbilled - $485 million) as of December 31, 2007 and 2006, 
respectively. 

(C) EARNINGS PER SHARE OF COMMON STOCK 

Basic eamings per share of common stock is computed using the weighted average of actual common shares outstending 
during tiie respective period as the denominator. The denominator for diluted eamings per share of common stock reflects 
tiie weighted average of common shares outstending plus the potential additional comnrKin shares that could resutt if dilutive 
securities and oUier agreements to issue common stock were exereiised. The pool of stock-based compensation tax benefits 
is calculated in accordance with SFAS 123(R). On August 10, 2006, FirstEnergy repurchased 10.6 million shares, 
approximately 3.2%, of its outstanding common stock through an accelerated share repurchase program. The initial 
purchase price was $600 millton, or $56.44 per share. A final purchase price adjusttnent of $27 millfon was settied in cash 
on April 2, 2007. On March 2, 2007, FirstEnergy repurchased approximately 14.4 million shares, or 4.5%, of its outstending 
common stock through an additional accelerated share repurchase program at an initial price of $62.63 per share, or a totel 
initial purchase price of approximately $900 million. A final purchase price ac§usbnent of $51 million was settled in cash on 
December 13, 2007. The basic and diluted eamings per share calculations shown below reflect tiie impact associated with 
tiiese accelerated share repurchase programs. 

Reconciliation of Basic and Diluted 
Earnings per Share of Coinmon Stock 2007 2006 2005 

Income from continuing operations 
Less: Redemption premium on subsidiary preferred stock 
Income from continuing operations available to cĉ nmon shareholders 
Discontinued operations 
Income before cumulative effect of a change In accounting principle 
Cumulative efliect of a change in accounting principle 
Net income available for a}mmon shareholders 

Average shares of common stock outstanding - Basic 
Assumed exercise of dilutive stock options and awanjs 
Average shares of common stocl< outetanding - Dilutive 

Eamings per share: 
Basic eamings per share: 

Eamlngs from continuing operations 
Discontinued operations 
Cumulative effect of change in accounting principle 
Net eamings per basic share 

Diluted eamings per share: 
Eamings from continuing operations 
Discontinued operations 
Cumulative effect of change in accounting principle 
Net eamings per diluted share 

$ 

L-

$ 

L. 

$ 

$-

(In millions, except per share amounts) 

1,309 
-

1,309 
-

1,309 
-

1.309 

306 
4 

310 

4.27 
-
-

4.27 

4.22 
-
-

4.22 

$ 

$ 

$ 

$ 

$ 

1.258 
(9) 

1.249 
(4) 

1,245 
-

1,245 

324 
3 

327 

3.85 
(0.01) 

-
3.84 

3.82 
(0.01) 

3.81 

$ 

2 _ 

$ 

2_ 

$ 

$ 

879 
. 

879 
12 

891 
(30) 
861 

328 
2 

330 

2.68 
0.03 
(0.09) 
2.62 

2.67 
0.03 

(0.09) 
2.61 
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(D) PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment reflects original cost (except for nuclear generating assets which were adjusted to fair value 
in accordance with SFAS 144), including payroll and related coste such as taxes, employee benefite, adminisbative and 
general costs, and interest costs incuned to place tiie assets in service. The coste of nonnal maintenance, repairs and 
minor replacemente are expensed as incuned. FirstEnergy's accounting policy for planned major maintenance projecte is to 
recognize liabilities as tiiey are Incuned. PnDperty, plant and equipment balances as of December 31, 2007 and 2006 were 
as follows: 

Property, Plant and Equipment 

In service 
Less accumulated depreciation 
Net plant In service 

Decennber 31.2007 December 31,2006 
Unregulated Regulated Totel Unregulated Regulated 

(In millions) 
$ 8.795 $ 15,824 $ 24,619 $ 8,915 $ 15,190 $ 

(4,037) (6,311) (10,348) (4,014) (6,041) 
$ 4.758 $ 9,513 $ 14,271 $ 4,901 $ 9,149 $ 

Totel 

24,105 
(10.055) 
14,050 

FirstEnergy provides for depreciation on a sb^ight-line basis at various rates over the estimated lives of property included in 
plant in service. The respective annual composite rates for FirstEnergy's subsidiaries' electiic plant in 2007, 2006 and 2005 
are shown in tiie following table: 

OE 
CEI 
TE 
Penn 
JCP&L 
lulet-Ed 
Penelec 
FGCO 
NGC 

2007 
2.9% 
3.6 
3.9 
2.3 
2.1 
2.3 
2.3 
4.0 
2.8 

Annual Composite 
Depreciation Rate 

2006 
2.8% 
Z2 
3.8 
2.6 
2.1 
2.3 
2.3 
4.1 
2.7 

2005 
2 .1% 
2.9 
3.1 
2.4 
2.2 
2.4 
2.6 
N/A 
N/A 

Jointly-Owned Generating Stations 

JCP&L holds a 50% ownership interest in Yards Creek Pumped Storage Fadlity wiUi a net book value of approximately 
$19.5 million as of December 31,2007. 

Asset Retirement Obligathns 

FirstEnergy recognizes a liability for retirement obligations associated with tengible assete in accordance witti SFAS 143 
and FIN 47. These stendards require recognition of the teir value of a liability for an ARO in the period in which it is incun-ed. 
The associated asset retirement coste are capitelized as part of the carrying value of the long-lived asset and depreciated 
over time, as descrit)ed further in Note 12. 

Nuclear Fuel 

Property, plant and equipment includes nuclear foel recorded at original cost, which includes material, enrichment, 
fabrication and interest coste incun-ed prior to reactor load. Nuclear foel is amortized based on the unite of production 
method. 

(E) ASSET IMPAIRMENTS 

Long-Lived Assets 

FirstEnergy evaluates t ie carrying value of ite long-lived assete when evente or circumstences indicate ttiat ttie canrying 
amount may not be recoverable. In accordance with SFAS 144, ttie carrying amount of a long-lived asset is not recoverable 
if it exceeds tiie sum of the undiscounted cash flows expected to resutt from the use and eventual disposition of ttie asseL If 
an impaimient existe, a loss is recognized for the amount by which the carrying value of ttie long-lived asset exceeds ite 
estimated fair value. Fair value is estimated by using available maricet valuations or the long-lived asset's expected foture 
net discounted cash flows. The calculation of expected cash flows is based on estimates and assumptions about future 
evente. 

72 



Goodwill 

In a business combination, the excess of the purchase price over tiie estimated fair values of assete acquired and liabilities 
assumed is recognized as goodwill. Based on tiie guidance provided by SFAS 142, FirstEnergy evaluates ite goodwill for 
impairment at least annually and makes such evaluations more frequentiy if indicators of impairment arise. In accordance 
witii Uie accounting stendard, if the fair value of a reporting unit is less tiian ite carrying value (including goodwill), the 
goodvknil is tested for impaimient. If an impairment is Indicated, FirstEnergy recognizes a loss - calculated as the difforenoe 
between the implied fair value of a reporting unit's goodwill and the canying value of the goodwill. FirstEnergy's 2007 annual 
review was completed in the tiiird quarter of 2007 with no impaimnent indicated. In the ttiird quarter of 2007, FirstEnergy 
adjusted goodwill for Uie fomner GPU companies due to the realization of tax benefite ttiat had been reserved in purchase 
accounting. 

FirstEnergy's 2006 annual review was completed in ttie tiiird quarter of 2006 witii no impairment indicated. As discussed in 
Note 10 to the consolidated financial stetemente, the PPUC issued ite onJer on January 11, 2007 related to the 
comprehensive rate filing made by Met-Ed and Penelec on April 10, 2006. Prior to issuing tiie order, ttie PPUC conducted 
an informal, nonbinding polling of Commissioners at ite public meeting on December 21, 2006 that indicated that ttie rate 
increase ultimately granted could be substentially lower than ttie amounte requested. As a result of ttie polling, FvstEnergy 
detennined that an interim review of goodwill for its energy delivery services segment would be required. No impairment 
was indicated as a result of that review. 

The forecaste used in FirstEnergy's evaluations of goodwill reflect operations consistent with ite general business 
assumptions. Unanticipated changes in tiiose assumptions ooukj have a significant effect on FirstEnergy's fufore 
evaluations of goodwill. FirstEnergy's goodwill primarily relates to ite energy delivery services segment. The impainment 
analysis includes a significant source of cash representing the Companies' recovery of transitton coste as described in 
Note 10. FirstEnergy estimates tiiat completion of tiransition cost recovery will not resutt in an impairment of goodwill relating 
to ite energy delivery services segment. 

A summary of the changes in FirstEnergy's goodwill for the three years ended December 31, 2007 is shown below by 
segment (see Note 16 - Segment Information): 

Balance as of January 1,2005 
Impairment charges 
Non-core asset sales 
Adjustments related to GPU acquisition 
Adjustments related to Centerior acquisition 
Balance as of December 31.2005 
Non-core asset sale 
Adjustments related to Centerior acquisition 
Adjustments related to GPU acquisition 
Balance as of December 31,2006 
Adjustments related to GPU acquisition 
Other 
Balance as of December 31,2007 

Investments 

Energy 
Delivery 
Services 

$ 5.951 $ 

(10) 
(9) 

5,932 

(1) 
(58) 

5,873 
(290) 

$ 5,583 $ 

Ohio 
Competitive Transitional 

Energy Generation 
Services Services 

(In millions) 
24 $ - $ 

24 

24 

24 $ - $ 

Other C 

75 $ 
(9) 

(12) 

54 
(53) 

1 

onsolidatod 

6,050 
(9) 

(12) 
(10) 

(9) 
6,010 

(53) 
(1) 

(58) 
5,898 
(290) 

(1) 
5.607 

At tiie end of each reporting period, FirstEnergy evaluates ite investments for Impaimient. In accordance witti SFAS 115 and 
FSP SFAS 115-1 and SFAS 124-1, investinente dassttied as available-for-sale securities are evaluated to determine 
whether a decline in fair value below the cost basis is ottier-than-temporary. FirstEnergy first considers ite intent and ability 
to hold the investment until recovery and then considers, among other factors, Uie duration and ttie extent to which the 
security's fair value has been less ttian cost and Uie near-temn financial prospecte of the security issuer wh^i evaluating 
investments for impairment If the decline in fair value is detennined to be ottier-than-temporary, Uie cost t>asis of the 
investment is written down to fair value. Upon adoption of FSP SFAS 115-1 and SFAS 124-1, FirstEnergy began 
recognizing in eamings the unrealized losses on available-for-sale securities held in ite nuclear decommissioning truste 
since the trust an-angemente, as they are cunentiy defined, do not meet the required ability and intent to hold criteria in 
consideration of other-tiian-temporary impairment The fair value and unrealized gains and losses of FirstEnergy's 
investinents are disclosed in Note 5. 
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(F) COMPREHENSIVE INCOME 

Comprehensive income includes net income as reported on tiie Consolidated Stetemente of Income and all other changes 
in common stockholders' equity except those resulting firom fa'ansactions with stockholders and from the adoption of 
SFAS 158. As of December 31, 2007, AOCL consisted of a net liability for unfonded retirement benefite including the 
implementation of SFAS 158, net of income tex benefite (see Note 3) of $166 million, unrealized gains on investmente in 
available-for-sale securities of $191 million and unrealized losses on derivative instrument hedges of $75 million. A 
summary of ttie changes in FirstEnergy's AOCL balance for tiie ttiree years ended December 31,2007 is shown below: 

2007 2006 2005 
(In millions) 

AOCL balance as of January 1 $ (259) $ (20) $ (313) 
Minimum liability for unfonded retirement benefits - • 503 
Pension and other posb t̂irement t>enefits: 

Prior service credit (135) 
Actuarial gain 483 

Unrealized gain (loss) on available Ibr sale securities 78 109 (31) 
Unrealized gain (loss) on derivative hedges Q5) 29 23 

Other comprehensive income 401 138 495 
Income taxes related to OCl ^92 50 202 

Other comprehensive income, net of tax 209 88 293 
Net liability for unfunded retirement benefits 

due to the implementetion of SFAS 158, net 
of $292 million of income tex b«ieflts - (327) -

AOCL balance as of December 31 $ (50) $ (259) $ (20) 

Ottier comprehensive income (loss) reclassified to net income in the three years ended December 31,2007 is as follows: 

2007 2006 2005 
(In milltons) 

Pension and otiier postretirement benefits, net of Income tax 
benefits of $20 million $ (25) $ - $ 

Gain (toss) on available for sale securities, net of income taxes 
(benefits) of $(6) million, $11 million and $27 million, respectively (10) 16 40 

Loss on derivative hedges, net of income tax benefits of $10 mlltion, 
$12 million and $8 million, respectively (16) (20) £[2) 

i51) $ (4) $ 28 

(G) CUMULATIVE EFFECT OF A CHANGE IN ACCOUNTING PRINCIPLE 

Resulte In 2005 included an after-tex charge of $30 million recorded upon tiie adoption of FIN 47 in December 2005. 
FirstEnergy identified applicable legal obligations as defined under FIN 47 at ite active and retired generating unite, 
substetion control rooms, service center buildings, line shops and office buildings, identifying asbestos as the primary 
conditional ARO. FirstEnergy recorded a conditional ARO liability of $57 millbn (including accumulated accretion for the 
period fi'om the date the liability was incurred to ttie date of adoption), an asset retirement cost of $16 million (reconjed as 
part of ttie carrying amount of the related long-lived asset), and accumulated depreciation of $12 million. FirstEnergy 
charged regulatory liabilities for $5 million upon adoption of FIN 47 for ttie transition amounte related to establishing the 
ARO for asbestos removal from substation control rooms and service center buildings for OE, Penn, CEI, TE and JCP&L. 
The remaining cumulative effect adjustment for unrecognized depredation and accretion of $48 million was charged to 
income ($30 million, net of tex), or $0.09 per share of common stock (basic and dituted) for Uie year ended December 31, 
2005 (see Note 12). 

3. PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS 

FirstEnergy prcivides noncontiibutory defined benefit pension plans ttiat cover substentially all of ite employees and non
qualified pension plans that cover certain emptoyees. The tausteed plans provide defined benefits based on years of service 
and compensation levels. FirstEnergy's fonding policy is based on actuarial computetions using the projected unit credit 
method. On January 2, 2007, FirstEnergy made a $300 million voluntary cash contilbution to ite qualified pension plan. 
Projections indicate that additional cash contilbutions will not be required before 2017. 
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FirstEnergy provides a minimum amount of noncorrtributory life insurance to retired employees in addition to optional 
contiibutory insurance. Health care benefite, which include certein employee contilbutions, deductibles and co-paymente, 
are also available upon retirement to employees hired prior to January 1, 2005, their dependents and, under certein 
circumstences, their survivors. FirstEnergy recognizes ttie expected cost of providing ottier posti*eUremerTt benefite to 
employees and their beneficiaries and covered dependente from the time emptoyees are hired until ttiey become eli^ble to 
receive those benefits. During 2006, FirstEnergy amended Uie OPEB plan effective in 2008 to cap tiie monttily contribution 
for many of the retirees and ttieir spouses receiving subsidized healtticare coverage. In addition, FirstEnergy has obligations 
to fonner or inactive employees after employnnent, but before retirement for disability related benefits. 

Pension and OPEB coste are affected by employee demographics (including age, compensation tevels, and employment 
periods), the level of contributions made to the plans and eamings on plan assete. Such factors may be further affected by 
business combinations which impact employee demographics, plan experience and other factors. Pension and OPEB coste 
may also be affected by changes in key assumptions, including antfoij^ated rates of refom on plan assete, the discount rates 
and health care trend rates used in determining Uie projected benefit obligations and pension and OPEB coste. RrstEnergy 
uses a December 31 measurement date fi^r ite pension and OPEB plans. The fair value of tiie plan assete represente the 
actual market value as of December 31, 2007. 

In DecemlDer 2006, FirstEnergy adopted SFAS 158. This Stetement requires employers to recognize an asset or liability for 
the overfunded or underfunded stetus of Uieir pension and other postretirement t>enetit plans. For a pension plan, ttie asset 
or liability is tiie difference between ttie fair value of ttie plan's assete and the projected benefit obligation. For any ottier 
postretirement benefit plan, ttie asset or liability is tfie difference between tiie fair value of tiie plan's assete and the 
accumulated posti'etirement benefit obligation. The Stetement required employers to recognize all unrecognized prior 
service costs and credits and unrecognized actuarial gains and losses in AOCL, net of tex. Such amounte will be adjusted 
as they are subsequently recognized as componente of net periodic benefit cost or income pursuant to the cun^ent 
recognition and amortization provisions. The incrementel impact of adopting SFAS 158 was a decrease of $1.0 billfon in 
pension assete, a decrease of $383 million in pension liabilities and a decrease in AOCL of $327 million, net of tax. 
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Obligations and Funded Status 
As of December 31 

Change in benefit obligation 
Benefit obligation as of January 1 
Service cost 
Interest cost 
Plan participants' contiitxjtions 
Plan amendmente 
Medicare retiree dmg subsidy 
Actuarial (gain) loss 
Benefits pakl 
Benefit obligation as of Decemt>er 31 

Change in fair value of plan assete 
Fair value of plan assets as of January 1 
Actual retum on plan assets 
Company contribution 
Plan participants' contribution 
Benefits paid 
Fair value of plan assets as of December 31 

$ 

£_ 

$ 

Pension Benefite 

2007 

5.031 
88 

294 

(381) 
(282) 
4.750 

4.818 
438 
311 

(282) 

$ 

2-

$ 

2006 
(In millions) 

4.911 
87 

276 

38 
(281) 
5,031 

4.525 
567 

7 

(281) 

$ 

$ 

$ 

Other Benefite 

2007 

1,201 
21 
69 
23 

(30) 
(102) 
1,182 

607 
43 
47 
23 

(102) 

2006 

$ 

$ 

$ 

1,884 
34 

105 
20 

(620) 
6 

(119) 
(109) 

1,201 

573 
69 
54 
20 

(109) 
5.285 $ 4,818 $ 618 $ 607 

Qualified plan 
Non-qualtfied plans 
Funded stetus 

Accumulated tMrtefit obligation 

Amounte Recognized in the Stetement of 
Financial Position 
Noncunent assets 
Current iiabilities 
Noncunent liabilities 
Net asset (liability) as of December 31 

Amounte Recognized in 
Accumulated Other Comprehensive Income 
Prior sewlce cost (credit) 
Actuarial loss 
Net amount recognized 

Assumptions Used to Determine 
Benefit Obligations As of December 31 
Discount rate 
Rate of compensation Increase 

700 $ 
(165) _ 
535 

$ 

$ 

$ 

$ 

700 
(7) 

(158) 
535 

83 
623 
706 

6.50% 
5.20% 

4,397 $ 

(43) 
ilZO) 
(213) $ 

4,585 

(7) 
(206) 
(213) $_ 

97 
1.039 
1.136 $ 

6.00% 
3.50% 

(564) $ 

i564i 
(564) £ 

(1.041) $ 
635 _ 

(406) £ 

6.50% 

(594) 

J[594) 

iSi) 

(1.190) 
702 

(488) 

6.00% 

Alfocation of Pl^n Assete 
As of December 31 
Asset Category 
Equity securities 
Debt securities 
Real estete 
Private equities 
Cash 
Totel 

6 1 % 
30 

7 
1 
1 

100% 

64% 
29 
5 
1 
1 

100% 

69% 
27 

2 
. 
2 

100% 

72% 
26 

1 
-
1 

100% 
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Estimated Items to be Amortized in 2008 
Net Periodic Pension Cost from 
Accumulated Other Comprehensive Income 

Prior service cost (ca-edit) 
Actuarial loss 

Componente of Net Periodic Benefit Coste (Credit) 

Service cost 
Interest cost 
Expected retum on plan assets 
Amortization of prior service cost 
Recognized net actuarial loss 
Net periodic cost (credit) 

Weighted-Average Assumptions Used 
to Determine Net Periodic Benefit Cost 
for Years Ended Decemt>er 31 
Discount rate 
Expected long-tenn retum on plan assets 
Rate of compensation ino'ease 

Pension 
Benefite 

(In 
$ 13 
$ 8 

OthOT 
Benefite 

milltons) 
$ (149) 
$ 47 

Pension Benefite 
2007 

$ 88 
294 

(449) 
13 
45 

2006 2005 

$ 87 $ 
276 
(396) 

13 
62 

Other Benefite 
2007 2006 

(In millions) 
80 $ 21 $ 34 $ 

262 
(345) 

10 
39 

69 105 
(50) (46) 

(149) (76) 
45 56 

2005 

40 
111 
(45) 
(46) 
40 

ISl I 42 $ 46 $ (64) $ 73 $ 101 

Pension Benefite Other Benefite 

2007 2006 2005 2007 2006 2005 
6.00% 
9.00% 
3.50% 

5.75% 
9.00% 
3.50% 

6.00% 
9.00% 
3.50% 

6.00% 
9.00% 

5.75% 
9.00% 

6.00% 
9.00% 

In selecting an assumed discount rate, FirstEnergy considers currentiy available rates of refom on high-quality fixed income 
Investmente expected to be available during Uie period to maturity of the pension and other postî etirement benefit 
obligations. The assumed rates of retum on pension plan assete consider historical market rehjms and economic forecasts 
for the types of investinente held by FirstEnergy's fjension titjsts. The long-temn rate of refom is developed consktering ttie 
portfolio's asset allocation strategy. 

FirstEnergy employs a totel return investment approach whereby a mbc of equities and fixed income investtnente are used to 
maximize tiie long-term retum on plan assete for a prudent level of risk. Risk toterance is esteblished ttirough carefol 
consideration of plan liabilities, plan fonded stetus, and corporate financial conditfon. The investment portfolio conteins a 
diversified blend of equity and fixed-income investinente. Furttiermore, equity investmente are diversified across U.S. and 
non-U.S. stocks, as well as gn^wtti, vafoe, and small and large capitalization foods. Other assete Such as real estete are 
used to enhance long-term retums while improving porifolio diversificatton. Derivatives may be used to gain market 
exposure in an efficient and timely manner; however, derivatives are not used to leverage ttie portfolio beyond ttie market 
value of Uie underiying investments. Investment risk is measured and monitored on a continuing basis through periodic 
investment portfolio reviews, annual liability measuremente, and periodic asset/liability sfodies. 

FirstEnergy has assessed the impact of recent market developmente, including a series of rating agency downgrades of 
subprime mortgage-related assets, on the value of the assete held in its pension and other postretirement benefit truste. 
Based on this assessment, FirstEnergy believes ttiat Uie fair value of its Investments as of December 31, 2007 will not be 
materially affected by the subprime credit crisis due to their relattvely small exposure to subprime assete. 

2007 2006 
Assumed Health Care Cost Trend Rates 
As of December 31 
Health care cost trend rate assumed for next 

year (pre/post-Medlcare) 
Rate to which the cost trend rate Is assumed to 

decline (the ultimate tnsnd rate) 
Year tiiat the rate reaches the ultimate trend 

rate (pre/post-Medicare) 

Assumed healtti care cost trend rates have a significant effect on the amounte reported for ttie health care plans. A one-
percentege-point change in assumed health care cost b'end rates would have ttie following effecte: 

9-11% 

5% 

2015-2017 

9-11% 

5% 

2011-2013 

1-Percentege-
Polnt Increase 

14*eFcentege-
Point Decrease 

Effect on totel of service and interest cost 
Effect on accumulated posbietirement benefit obligation 

(In milltons) 
5 $ 

48 S 
(4) 

(42) 
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Taking into account estimated employee foture service, FirstEnergy expects to make the following pension benefit paymente 
fnxn plan assete and other benefit paymente, net of ttie Medicare subsidy: 

2008 
2009 
2010 
2011 
2012 
Years 2013-2017 

Pension Other 
Benefite Benefite 

(In millions) 
$ 300 $ 83 

300 86 
307 90 
313 94 
322 95 

1.808 495 

4. STOCK-BASED COMPENSATION PLANS 

FirstEnergy has four slock-t>ased compensation programs: LTIP; EDCP; ESOP; and DCPD. FirstEnergy has also assumed 
responsibility for several stock-based plans thn>ugh acquisitions. In 2001, FirstEnergy assumed responsibility for two stock-
based plans as a result of ite acquisition of GPU. No forther stock-based compensation can be awarded under GPU's Stock 
Option and Restricted Stock Plan for MYR Group Inc. Employees (MYR Plan) or 1990 Stock Plan for Employees of GPU, 
Inc. and Subsidiaries (GPU Plan). All options and restricted stock under both plans have been converted into FirstEnergy 
options and restricted stock. Options under the GPU Plan became folly vested on November 7, 2001, and will expire on or 
t>efore June 1,2010. 

Effective January 1, 2006, FirstEnergy adopted SFAS 123(R), which requires the expensing of stock-based compensatfon. 
Under SFAS 123(R), all share-based compensation cost is measured at the grant date based on the fair value of the award, 
and is recognized as an expense over tiie employee's requisite service period. FirstEnergy adopted the modified 
prospective mettiod, under which compensation expense recognized in the year ended December 31, 2006 included Uie 
expense for all share-based paymente granted prior to but not yet vested as of January 1, 2006. Resulte for prior periods 
were not resteted. 

Prior to ttie adoption of SFAS 123(R) on January 1, 2006, FirstEnergy's LTIP, EDCP, ESOP, and DCPD stock-based 
compensation programs were accounted for under the recognition and measurement principles of APB 25 and related 
interpretetions. Under APB 25, no compensation expense was reflected in net income for stock options as all options 
granted under those plans have exercise prices equal to the maricet value of the underiying common stock on tiie respective 
grant dates, resulting In substentially no irrtrinsic value. The pro forma effects on net income for stock options were instead 
disclosed in a footiiote to the financial stetemente. Under APB 25 and SFAS 123(R), compensation expense was recorded 
in the income statement for restiicted stock, restiicted stock unite, perfonnance shares and ttie EDCP and DCPD pnDgrams. 
No stock options have been granted since the third quarter of 2004. Consequently, the impact of adoj^ng SFAS 123(R) was 
not material to FirstEnergy's net income and eamings per share in Uie ttiree years ended December 31,2007. 

(A) LTIP 

FirstEnergy's LTIP includes four stock-based compensation programs - restricted stock, restiicted stock unite, stock 
options, and performance shares. During 2005, FirstEnergy began issuing restiicted stock unite and reduced ite use of stock 
options. 

Under RrstEnerg/s LTIP, totel awards cannot exceed 29.1 million shares of common stock or their equivalent. Only stock 
options, restiicted stock and restricted stock unite have currentiy been designated to pay out in common sfa^ck, with vesting 
periods ranging trom two montiis to ten years. Peribnnance share awards are currently designated to be paid in cash rather 
than common stock and tiierefore do not count against the limit on stock-based awards. As of December 31, 2007, 
9.3 million shares were availabie for fufore awards. 

Restricted Stock and Restricted Stock Units 

Eligible employees receive awards of FirstEnergy common stock or stock unite subject to restiictions. Those restrictions 
lapse over a defined period of time or based on perfonnance. Dividends are received on the restiicted stock and are 
reinvested in additional shares. Restricted common stock grante under the LTIP were as follows: 

2007 2006 2005 
Restricted common shares granted 
Weighted average market price 
Weigtited average vesting period (years) 
Dividends re^ricted 

77,388 
$67.98 

4.61 
Yes 

229,271 
$53.18 

4.47 
Yes 

356,200 
$41.52 

5.4 
Yes 
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Vesting activity for restricted common stock during the year was as follows: 

Restricted Stock 
Nonvested as of January 1, 2007 
Nonvested as of December 31, 2U07 
Vested in 2007 

Number 
of 

Shares 
629,48? 
a'W,657 
67,063 

Weighted 
Average 

Grant-Date 
Fair Value 

$ 45.79 
48.69 
65.02 

FirstEnergy grante two types of restricted stock unit awards - discretionary-based and perfonnance-based. Witti the 
discretionary-based, FirstEnergy grants the right to receive, at the end of ttie period of restiiction, a number of shoes of 
common stock equal to Uie number of restiicted stock unite set fortii in each agreement. Witti performance-based, 
FirstEnergy grante the right to receive, at the end of the period of restiiction, a number of shares of common stock equal to 
Uie number of restricted stock unite set fortti in the agreement subject to adjustment based on FirstEnergy's stock 
performance. 

2007 
Restricted common share units granted 
Weighted average vesting period (years) 

412,426 
3.22 

Vesting activity for restricted stock units during the year was as follows: 

Restricted Stock Unite 
Nonvested as of January 1,2007 
Nonvested as of Decemtwr 31,2007 
Granted during 2007 
Vested in 2007 

Number 
of 

Shares 

2008 2005 
440.676 

3.32 

887,794 
1,208,780 

412,426 
10,603 

477,920 
3.32 

Weighted 
Average 

Grant-Date 
Fair Value 

K 45.97 
51.09 
62.25 
62.87 

Compensation expense recognized in 2007,2006 and 2005 fbr restricted stock and restiicted stock unite was approximately 
$30 million, $17 million and $10 million, respectively. 

Stock Options 

Stock options were granted to eligible employees allowing them to purchase a specified number of common shares at a 
fixed grant price over a defined period of time. Stock option activities under FirstEnergy stock option programs for the 
past ttiree years were as follows: 

Stock Option Activities 
Balance, January 1,2005 
(3,175,023 options exen::lsable) 

Options granted 
Options exercised 
Options forfeited 
Balance, IDecemtter 31,2005 
(4,090,829 options exenî isable) 

Options granted 
Options exercised 
Options forfeited 
Balance, December 31,2006 
(4,160,859 options exercisable) 

Options granted 
Options exercised 
Options forfeited 
Balance, D6cemt)er31,2007 
(3,915,694 options exercisable) 

Number 
of 

Options 
13,232,755 

4,140,893 
225,606 

8,866,256 

2,221,417 
26,550 

6,618,289 

1,902,780 
9,575 

4,705,934 

Weighted 
Average 
Exercise 

Price 
$ 32.40 

29.07 

29.79 
34.37 
33.57 
31.97 

32.65 
33.36 
33.88 
32.85 

32.51 
38.39 
34.42 
33.55 
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Options outetendlng by plan and range of exercise price as of December 31,2007 were as follows: 

FEPian 

GPU Plan 
Totel 

Range of 
Exercise Prices 
$19.31-$29.87 
$30.17 -$39.46 
$23.75-$35.92 

Shares 
1,682,609 
3,004,290 

19,035 
4,705,934 

Options Outetanding 
Weighted 
Average Remaining 

Exercise Price Contractual Life 
$29.15 4.50 
$37.44 5.57 
$24.47 2.35 
$34.42 5.17 

Options Exercisable 

Shares 
1,682,609 
2,214,050 

19,035 
3,915,694 

Weighted 
Average 

Exercise Price 
$29.15 
$36.96 
$24.27 
$33.55 

(In miirions, except 
per share amounfy) 
$ 861 

$ 

$ 
$ 

$ 
$ 

32 

(39) 

854 

2.62 
2.60 

2.61 
2.59 

Prior to the adoption of SFAS 123(R) compensation expense for FirstEnergy stock options was based on intrinsic value, 
which equals any positive difforence between FirstEnergy's common stock price on the option's grant date and the option's 
exercise price. The exen^ise prices of all stock options granted in prior years equaled the maricet price of FirstEnergy's 
common stock on the options' grant dates. If fair value accounting were applied to FirstEnergy's stock options, net income 
and eamings per share in 2005 would have been reduced as summarized below. 

2005 
(In mil 
per^ 

Net Income, as reported 

Add back compensation expense 
reported in net income, net of tax 
(based on APB 25)" 

Deduct compensation expense based 
upon estimated fair value, net of tax* 

Pro fomia net Income 
Eamings Per Share of Common Stock -
Basic 

As Reported 
Pro Fomria 

Diluted 
As Reported 
Pro Forma 

* Includes restricted sbxik, restiicted stock units, stock options, performance shares, ESOP, EDCP and DCPD. 

As noted above, FirstEn^y reduced ite use of stock options beginning in 2005 and increased its use of performance-
based, restiicted stock unite. FirstEnergy did not acceterate out-of-tiie-money options in antteipation of adopting SFAS 
123(R) on January 1, 2006. As a result, all currentiy unvested stock options will vest by 2008. Compensation expense 
recognized for stock options during 2007 was approximately $1 million. 

Perfonnance Shares 

Performance shares are share equivalente and do not have voting rights. The shares tiack the iDerformance of FirstEnergy's 
common stock over a three-year vesting period. During that time, dividend equivalente are converisd into additional shares. 
The final account value may be adjusted based on ttie ranking of FirstEnergy stock perfonnance to a composite of |3eer 
companies. Compensation expense recognized for performance shares during 2007, 2006 and 2005 toteled approximately 
$20 million, $25 million and $7 million, respectively. 

(B) ESOP 

An ESOP Trust fonded most of the matching contribution for FirstEnergy's 401 (k) savings plan ttirough Decemt)er 31,2007. 
All foil-time employees eligible for participation in the 401 (k) savings plan are covered by the ESOP. Between 1990 and 
1991, the ESOP borrowed $200 million from OE and acquired 10,654,114 shares of OE's common stock (subsequentty 
converted to FirstEnergy common sh^ck) through maricet purchases. Dividends on ESOP shares were used to service the 
debt. Shares were released from ttie ESOP on a pro rate basis as debt service payments were made. 

In determining the amount of bonowing under the ESOP, assumptions were made including the size and growth rate of 
FirstEnergy's workforce, eamings, dividends, and trading price of common stock. In 2005, the ESOP loan was refinanced 
($66 million principal amount) and ite tenn was extended by tiiree years. In 2007, 2006 and 2005, 521,818 shares, 
922,978 shares and 588,004 shares, respectively, were allocated to employees witti the corresponding expense recognized 
based on ttie shares allocated method. All shares had been allocated as of December 31, 2007. Totel ESOP-related 
compensation expense was calculated as follows: 
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2007 

Base compensation 
Dividends on common stocic held by the 

ESOP and used to sendee debt 
Net expense 

36 

ill) 
25 

2006 
(in mil/tons) 
$ 50 

L 
(11) 
39 

$ 

E 

2005 

39 

(10) 
29 

(C) EDCP 

Under tiie EDCP, covered employees can direct a portion of Uieir compensation, including annual incentive awards and/or 
long-term incentive awanJs, into an unfonded FirstEnergy stock account to receive vested stock unite or into an unfunded 
retirement cash account. An additional 20% premium is received in tiie form of stock unite based on tiie amount allocated to 
tiie FirstEnergy stock account. Dividends are calculated quarteriy on stocdc unite outetending and ana paid in the form of 
additional stock units. Upon wittidrawal, stock unite are converted to FirstEnergy shares. Payout typically cxx^urs three years 
from the date of defenal; however, an election c:an be made in the year prior to payout to further defer shares into a 
retirement stock account ttiat will pay out in cash upon retirement (see Note 3). Interest is calculated on ttie cash allocated 
to tiie cash account and the total balance will pay out in cash upon retirement. Of tiie 1.3 million EDCP stock unite 
authorized, 606,659 stcx^ units were availabte fbr future awards as of December 31, 2007. Compensation ex|:>ense 
recognized on EDCP stock units was approximately $7 million in 2007 and approximately $5 million in 2006 and 2005, 
respectively. 

(D) DCPD 

Under Uie DCPD, directors can elect to allocate all or a portion of their c^sh reteiners, meeting fees and chair fees to 
defenred stock or defen-ed cash accounte. If ttie fonds are defened into the stock account, a 20% match is added to ttie 
funds allocated. The 20% matoh and any appreciation on it are forfeited if the director leaves the Board within three years 
from the date of deferral for any reason other ttian retirement, disability, death, upon a change in control, or when a director 
is ineligible to stend for re-election. ComjDensation exjiense is recognized for the 20% match over the three-year vesting 
period. Directors may also elect to defer their equity reteiners into the deferred stock account; however, they do not receive 
a 20% match on that deferral. DCPD expenses recognized in each of 2007, 2006 and 2005 were approximately $3 mitlion. 
The net liability recognized for DCPD of $5 million as of December 31, 2007 and 2006 is included in Uie caption "retirement 
benefite" on Uie Consolidated Balance Sheete. 

5. FAIR VALUE OF FINANCIAL INSTRUMENTS 

(A) LONG-TERM DEBT AND OTHER LONG-TERRfl OBLiGATiONS 

All bKDnowings with initial maturities of less than one year are defined as short-term financial Instrumente under GAAP and 
are reported on the Consolidated Balance Sheete alt cost, which approximates ttieir fair maricet value, in ttie caption "short-
tenn bomDwings." The following teble provides the approximate fair value and related canrying amounte of long-temi debt 
and other long-term obligations as shown in Uie Consolidated Stetements of Capitelization as of December 31: 

2007 2006 

Long-term debt 
Subordinated debentures to affiliated trusts 

Canying 
Value 

$ 10,891 

$ 10,891 

Fair Carrying 
Value Value 

(In millions) 
$ 11,131 $ 10,321 

103 
$ 11,131 $ 10,424 

$ 

E 

Fair 
Value 

10,725 
105 

10,830 

The fair values of long-term debt and other long-tenn obligations reflect the present value of the cash outflows relating to 
tiiose securities based on the cunent call price, Uie yield to maturity or ttie yield to ĉ all, as deemed appropriate at the end of 
each respective year. The yields assumecj were based on securities with similar characteristics offered by cxsrporations with 
credit ratings similar to the Companies' ratings. 

(B) INVESTiVIENTS 

All temporary cash investments purchased with an initial matority of three montiis or less are reported as cash equivalente 
on ttie Consolidated Balance Sheets at cost, which approximates their fair maricet value. Investinente otiier Uian cash and 
cash equivalente include held-to-maturity securities and available-for-sale securities. The Companies and NGC p^odically 
evaluate ttieir investments for ottier-than-temporary impairment They first consider their intent and ability to hokJ ttie 
investinent until recovery and then consider, among other factors, the duration and Uie extent to which the security's fair 
value has been less than cost and the near-term financial prospecte of the security issuer when evaluating investmente fbr 
impairment. 
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FirstEnergy has assessed the impact of recent market developmente, including a series of rating agency downgrades of 
subprime mortgage-related assete, on the value of ttie assete held in ite nuclear decommissioning tmsts. Based on this 
assessment, FirstEnergy believes that the fair value of ite investinente as of December 31, 2007 will not be materially 
affacted by the subprime credit crisis due to ttieir relatively small exposure to subprime assete. 

Available-For-Sale Securities 

The Companies and NGC hold debt and equity securities within ttieir nuclear decommissioning truste, nuctear foel disposal 
tiusts and NUG tiruste. These tiust investments are classified as available-for-sale with the fair value representing quoted 
maricet prices. FirstEnergy has no securities held for trading purposes. 

The following teble provides Uie canying value, which approximates fair value, of investmente in available-for-sale securities 
as of December 31,2007 and 2006. The fair value was detennined using the specific identification mettiod. 

2007 2006 

Debt securities: 
-Govemment obligations '^''^ 
-Corporate debt securities 
-Mortgage-backed securities 

Equity securities 

$ 

$ 

(In millions) 

851 
191 
17 

1,059 
1,355 
2,414 

$ 

L ^ 

788 
153 

12 
953 

1,284 
2,237 

'̂ * Excludes $3 million and $5 million of cash in 2007 and 2006, respectively. 
'̂ ^ Excludes $2 mitlion of receivables and payables in 2006. 

The following teble summarizes tiie amortized cost basis, unrealized gains and losses and fair values of investments in 
available-for-sale securities as of December 31: 

2007 2006 

Debt securities 
Equity securities 

Cost 
Basis 

$ 1,036 
995 

$ 2.031 

Unrealized 
Gains 

$ 27 
360 

$ 387 

Unrealized Fair Cost 
Losses Value Basis 

(In milltons) 
$ 4 $ 1,059 $ 946 

1,355 952 
$ 4 $ 2,414 $ 1,900 

Unrealized 
Gains 

$ 10 
332 

$ 342 

Unrealized Fair 
1-osses Value 

$ 5 $ 953 
1,284 

$ 5 $ 2,237 

Proceeds from the sate of investinente in available-for-sale securities, realized gains and losses on those sales, and interest 
and dividend income for the three years ended December 31, 2007 were as follows: 

2007 2006 2005 

Proceeds fiom sales 
Realized gains 
Realized losses 
Interest and dividend income 

$ 1,294 
103 
53 
80 

(In milltons) 
$ 1,651 

121 
105 
70 

$ 1,587 
133 
60 
62 

Upon adoption of FSP SFAS 115-1 and SFAS 124-1, FirstEnergy began expensing unrealized losses on available-for-sale 
securities heid in ite nuclear decx)mmissioning tiusts since ttie bust anangemente, as they are currentiy defined, do not meet 
tiie required ability and intent to hold criteria in consideration of other-than-temporary impairment 

Unrealized gains applicable to OE's, TE's and the majority of NGC's decommissioning tiruste are recognized in OCl in 
accordance with SFAS 115, as fluctoations in fair value will eventually impact eamings. The decommissioning tiuste of 
JGPSiL, Met-Ed and Penetec are subject to regulatory accounting in accordance witii SFAS 71. Net unrealized gains and 
losses are recorded as regulatory assete or liabilities since the difference between investmente held in trust and the 
decommissioning liabilities will be recovered from or refonded to cxistomers. 

The investinent policy for the nuclear decommissioning trust funds restiicte or limits the ability to hold certain types of assete 
inc l̂uding private or direct placemente, warrante, securities of FirstEnergy, investmente in companies owning nuclear power 
plante, financial derivatives, prefened stocks, securities convertible into common stock and securities of the trust fund's 
custodian or managers and tiieir parente or subsidiaries. 
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Held-To-Maturity Securities 

The following teble provides Uie approximate fair value and related carrying amounte of investmente in held-to-mafority 
securities, which excludes investmente of $314 million and $323 million for 2007 and 2006, respectively, excluded by SFAS 
107, "Disclosures about Fair Values of Financial Insbumente", as of December 31: 

2007 2006 

Lease obligations bonds 
Debt securities 
Notes receivable 
Restricted fonds 
Equity securities 

Canying 
Value 

$ 717 
73 
45 

3 
29 

$ 

_ 

Fair Canying 
Value Value 

(In millions) 
814 $ 

73 
43 

3 
29 

811 
66 
70 
11 
9 

Fair 
Value 

$ 908 
69 
67 
11 
9 

962 $ 967 $ 1,064 

The fair value of investmente In lease obligation bonds is based on ttie present value of ttie cash inflows t}ased on the yteld 
to maturity. The maturity dates range fliDm 2008 to 2017. The canying value of the restiicted fonds is assumed to 
approximate market value. The fair vafoe of notes receivable represente the {present value of the cash inflows based on the 
yield to maturity. The yields assumed were based on financial instrumente with similar characteristics and terms. The 
matority dates range from 2008 to 2040. 

The following table provides ttie amortized cost basis, unrealized gains and losses, and fair values of investinente in held-to-
maturity securities excluding the restricted fonds and notes rec^able as of December 31: 

2007 2006 
Cost 
Basis 

Debt securities $ 790 
Equity securities 29 

$ 819 

(C) DERIVATIVES 

Unrealized 
Gains 

$ 97 

$ 97 

Unrealized 
l-osses 

$ 

$ 

Fair Cost 
Value Basis 

(In milltons) 
$ 887 $ 877 

29 9 
$ 916 $ 886 

Unrealized 
Gains 

$ 100 

$ 100 

Unrealized 
Losses 

$ 

$ 

Fair 
Value 

$ 977 
9 

$ 986 

FirstEnergy is exposed to financial risks resulting from the fiucfoation of interest rates, foreign currencies and commodity 
prices, including prices for electricity, natural gas, coal and energy ttansmission. To manage tiie volatility relating to these 
exposures, FirstEnergy uses a variety of derivative instiumente, including fonward contracte, options, fufores contiacte and 
swaps. The derivatives are used principally for hedging purposes. In addition to derivatives. FirstEnergy also enters into 
master netting agreemente with certain third parties. FirstEnergy's Risk Policy Committee, comprteed of members of senior 
management, provides general management oversight for risk management activities tiiroughout FirstEnergy. They are 
responsible for promoting the effective design and implementation of sound risk management programs. They also oversee 
compliance witii corporate risk management policies and esteblished risk management practices. 

FirstEnergy accounts for derivative insbumente on ite Consolidated Bsdance Sheet at their fair value unless they meet tiie 
nonnal purchase and nonnal sales criteria. Derivatives ttiat meet tfiat criteria are accounted for using traditional accrual 
accounting. The changes in the fair value of derivative instrumente that do not meet the normal purchase and normal sales 
criteria are recorded as otiier expense, as AOCL, or as part of the value of tiie hedged item, depending on whether or not it 
is designated as part of a hedge ti'ansaction, Uie nature of ttie hedge ttansaction and hedge effectiveness. 

FirstEnergy hedges anticipated ti-ansactions using cash flow hedges. Such h^ansacUons include hedges of anticipated 
electricity and natural gas purchases, capitei assete denominated in foreign cunendes and anticipated interest paymente 
associated with fotore debt issues. Otiier tiian interest-related hedges, FirstEnerg/s maximum hedge term is typically two 
years. The effective portions of all cash flow hedges are initially recorded in equity as other comprehensive income or foss 
and are subsequentiy included in net income as the underiying hedged commodities are delivered or interest paymente are 
made. Gains and losses from any ineffective portion of cash flow hedges are included direcUy in eamings. 

The net deferred losses of $75 million included in AOCL as of Decemb^ 31, 2007, for derivative hedging activity, as 
compared to $58 million as of December 31, 2006, resulted finom a net $33 million increase related to current hedging 
activity and a $16 million decrease due to net hedge losses reclassified to eamings during 2007. Based on current 
estimates, approximately $24 million (after tax) of tiie net deferred losses on derivative instrumente in AOCL as of 
December 31, 2007 are expected to be reclassified to eamings during the next twelve montiis as hedged transactions 
occur. The fair value of these derivative instiumente fiuctuate from period to period based on various market factors. 
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FirstEnergy has entered into swaps that have been designated as fair value hedges of fixed-rate, long-tenn debt issues to 
protect against the risk of changes in the fair value of fixed-rate debt instiumente due to lower interest rates. Swap 
maturities, call optfons, fixed interest rates received, and interest payment dates match tiiose of Uie underiying debt 
obligations. During 2007, FirstEnergy unwound swaps with a totel notional vafoe of $500 mitlion, for which it incuned 
$2 million In cash losses that will be recognized as interest expense over tiie remaining matority of each hedged security. As 
of December 31, 2007, FirstEnergy had interest rate swaps with an aggregate notional value of $250 million and a fair value 
of $(3) million. 

During 2007, FirstEnergy entered into several fon/vard sterting swap agreemente (forward swaps) in order to hedge a portion 
of Uie cx)nsolidated interest rate risk associated with the anticipated issuances of fixed-rate, long-term debt securities for one 
or more of its subsidiaries as outetending debt matures during 2008. These derivatives are treated as cash flow hedges, 
protecting against the risk of changes in foture interest paymente resulting from changes in l:>enchmark U.S. Treasury rates 
between the date of hedge inception and the date of the debt Issuance. During 2007, FirstEnergy tenninated swaps with a 
notional value of $2.5 billion for which it paid $30 million, $1.6 million of which was deemed inelfective and recognized in 
cunent period eamings. FirstEnergy will recognize tiie remaining $28 million loss over tiie life of the associated fotore debt. 
As of December 31, 2007, FirstEnergy had forward swaps with an aggregate notional amount of $400 militon and a fair 
value of $(3) million. 

6. LEASES 

FirstEnergy leases certein generating facilities, office space and other property and equipment under cancelable and 
noncancelable leases. 

On July 13, 2007, FGCO completed a sale and leaseback transaction for ite 93.825% undivided interest in Bmce Mansfield 
Unit 1, representing 779 MW of net demonstrated capacity. The purchase price of approximately $1.329 billion (net after-tex 
proceeds of approximately $1.2 billion) for ttie undivided interest was fonded through a combination of equity investinente by 
affiliates of AIG Financial Products Corp. and Union Bank of Califomia, N.A. In six lessor truste and proceeds from tiie sale 
of $1,135 billion aggregate principal amount of 6.85% pass through certificates due 2034. A like principal amount of 
secured notes matoring June 1, 2034 were issued by ttie lessor tiuste to Uie pass tiirough bust tiiat issued and sold the 
certificates. The lessor tiuste leased the undivided interest back to FGCO for a tenn of approximately 33 years under 
substentially identical leases. FES has unconditionally and irrevocably guaranteed all of FGCO's obligations under each of 
tiie leases. This ti'ansaction, which is ctessttied as an operating lease under GAAP for FES and FirstEnergy, generated tex 
capitei gains of approximately $742 miliion, all of which were ofteet by existing tax capitei loss canyfonvarcls. Accordingly, 
FirstEnergy reduced ite tex loss carryforward valuation allowances in Uie tiiird quarter of 2007, with a conesponding 
reduction to goodwill (see Note 2(E)). 

In 1987, OE sold portions of ite ownership intereste in Perry Unit 1 and Beaver Valley Unit 2 and entered into operating 
leases on the portions sold for basic lease tenns of apjxoximately 29 years. In tiiat same year, CEI and TE also sold 
portions of ttieir ownership intereste in Beaver Valley Unit 2 and Bruce Mansfield Units 1, 2 and 3 and entered into similar 
operating leases for lease temns of approximately 30 years. During tiie temns of tiieir respec^ve leases, OE, CEI and TE 
continue to be responsible, to ttie extent of their leasehold intereste, for costs associated with ttie unite including 
constmction expenditores, operation and maintenance expenses, insurance, nuclear foel, proi^erty taxes and 
decommissioning. They have the right, at the expiration of tiie respective basic lease terms, to renew their respective 
teases. They also have the right to purchase ttie facilities at the expiration of ttie basic lease term or any renewal term at a 
price equal to the fair market value of ttie facilities. The basic rental paymente are adjusted when applicable federal tex law 
changes. 

Effective October 16, 2007 CEI and TE assigned their leasehold interests in ttie Bmce Mansfield Plant to FGCO. FGCO 
assumed all of CEl's and TE's obligations arising under tiiose leases. FGCO subsequentiy ti-ansfened the Unit 1 portion of 
tiiese leasehold interests, as well as FGCO's leasehold interests under ite July 13, 2007 Bruce Mansfield Unit 1 sale and 
leaseback bansaction, to a newly formed wholly-owned subsidiary on December 17, 2007. The subsidiary assumed all of 
the lessee obligations associated with the assigned intereste. However, CEI and TE remain primarily liable on the 1987 
leases and related agreements. FGCO remains primarily liable on the 2007 leases and related agreemente, and FES 
remains primarily liable as a guarantor under the related 2007 guarantees, as to the lessors and other parties to the 
respective agreemente. 
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Rentels for capitei and operating leases for the three yeare ended Decemt>er 31,2007 are summarized as follows: 

2007 2006 2005 

Operating leases 
Interest element 
Other 

Capitei leases 
Interest element 
Other 

Totel rentals 

$ 

$ 

180 
196 

-
1 

377 

(In milltons) 

$ 

1 

160 
190 

1 
2 

353 

$ 

l _ 

171 
162 

1 
2 

336 

Esteblished by OE in 1996, PNBV purchased a portion of the tease obligation bonds issued on behalf of tessors in OE's 
Peny Unit 1 and Beaver Valley Unit 2 sale and leaseback b^nsactions. Similariy, CEI and TE establislied Shippingport in 
1997 to purchase the lease obligation bonds issued on behalf of lessors in their Bmce Mansfield Unite 1, 2 and 3 sale and 
leaseback transac^tions. The PNBV and Shippingport arrangements effectively reduce lease coste related to those 
transactions (see Note 7). 

The future minimum lease paymente as of December 31,2007 are: 

2008 
2009 
2010 
2011 
2012 
Years thereafter 
Totel minimum lease payments 

Executory costs 
Net minimum lease payments 
Interest portion 
Present value of net minimum 

lease payments 
Less current portion 
Noncurrent pori:ion 

$ 

i 

Capitei 

i ^ S — 

1 
1 
1 
1 
1 
1 
6 

-
6 
1 

5 
1 
4 

_P 

$ 

1 

Operating l.easss 
Lease Capitei 

aymente Truste 
(In milltons) 
419 $ 
424 
425 
417 
457 

3.622 
5,764 $ 

103 
107 
116 
116 
125 
384 
951 

$ 

$ 

Net 

316 
317 
309 
301 
332 

3,238 
4,813 

FirstEnergy has recorded above-market lease liabilities for Beaver Valley Unit 2 and the Bruce Mansfield Rant asscxaated 
witti the 1997 merger between OE and Centerior. The totel above-market lease obligation of $722 million associated with 
Beaver Valley Unit 2 is being amortized on a sti^ight-line fcyasis through ttie end of ttie lease term in 2017 (approximately 
$37 million per year). The total above-maricet lease obligation of $755 million associated wiUi the Bruce Mansfield Ptent is 
being amortized on a sb-aight-line basis through the end of 2016 (approximately $46 million per year). As of December 31, 
2007, the above-maricet lease liabilities for Beaver Valley Unit 2 and the Bmce Mansfield Plant toteled $746 millfon, of which 
$83 million is classified in Uie caption "other cunent liabilities." 

7. VARIABLE INTEREST ENTITIES 

FIN 46R addresses the consolidation of VIEs, including special-purpose entities, that are not controlled tiirough voting 
interests or in which the equity investors do not bear the entity's residual economic risks and rewanjs. FirstEnergy and ite 
subsidiaries consolidate VIEs when ttiey are determined to be the VIE's primary beneficiary as defined by FIN 46R. 

Trusts 

FirstEnergy's consolidated financial stetemente include PNBV and Shippingport, VIEs created in 1996 and 1997, 
respectively, to refinance debt originally issued in connection witii sale and leaseback ti'ansactions. PNBV and Shippingport 
financial date are included in Uie consolidated financial stetemente of OE and CEI, respectively. 

PNBV was esteblished to purchase a jDortion of ttie lease obligation bonds issued in connection witti OE's 1987 sate and 
leaseback of its intereste in the Peny Plant and Beaver Valley Unit 2. OE used debt and available fonds to purchase the 
notes issued by PNBV. Ownership of PNBV includes a 3% equity interest by an unaffiliated third party and a 3% equity 
interest held by OES Ventures, a wholly owned subsidiary of OE. Shippingport was esteblished to purchase all of ttie lease 
obligation bonds issued in connection with CEl's and TE's Bmc^ Mansfield Plant sate and leaseback transaction in 1987. 
CEI and TE used debt and available fonds to purchase the notes issued by Shippingport. 
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Loss Contingencies 

FES and the Ohio Companies are exposed to losses under ttieir applicable sale-leaseback agreemente upon the 
occurrence of certain contingent evente that each company considers unlikely to occur. The maximum exposure under 
these provisions represente the net amount of casualty value paymente due upon the occurrence of specified casualty 
evente Uiat render the applicable plant worthless. Net discounted lease payments would not be payable if the casualty 
loss payments are made. The following teble shows each company's net exposure to loss based upon Uie casualty value 
provisions mentioned above: 

FES 
OE 
CEI 
TE 

-

$ 

Maximum 
Exposure 

1,338 
837 
753 
753 

-

$ 

Discounted 
Lease 

Paymente, net 
(In milltons) 

1,198 
610 

85 
449 

-

$ 

Net 
Exposure 

140 
227 
668 
304 

Effective October 16, 2007, CEI and TE assigned tiieir leasehoW intereste in tiie Bmce Mansfield Plant under tiieir 1987 
sale and leaseback bansacti'ons to FGCO. FGCO assumed all of CEl's and TE's obligations arising under tiiose leases. 
FGCO subsequentty transferred the Unit 1 portion of these leasehold intereste, as well as FGCO's leasehold interests under 
its July 13, 2007 Bmce Mansfield Unit 1 sate and leaseback transaction discussed above, to a newly fonned wholly-owned 
subsidiary on December 17, 2007. The subsidiary assumed alt of ttie lessee obligations associated witti tiie assigned 
intereste. IHowever, CEI and TE remain primarily liable on the 1987 leases and related agreemente. FGCO remains 
primarily liable on ttie 2007 leases and related agreemente, and FES remains primarily liable as a guarantor under tiie 
related 2007 guarantees, as to tiie lessors and other parties to the respective agreemente. These assignmente terminate 
automatically upon ttie tennination of tiie underiying leases. 

Power Purchase Agreements 

In accordance witii FIN 46R, FirstEnergy evaluated its power purchase agreemente and detennined ttiat certein NUG 
entities may b>e VIEs to the extent they own a plant that sells substentially all of ite output to the Companies and the conbact 
price for power is conelated with ttie plant's variable costs of production. FirstEnergy, through ite subsidiaries JCP&L, Met-
Ed and Penelec, maintains approximately 30 long-temn power purchase agreemente wiUi NUG entities. The agreements 
were entered into pursuant to Uie Public Utility Regulatory Policies Act of 1978. FirstEnergy was not involved in the creation 
of, and has no equity or debt invested in, these entities. 

FirstEnergy has determined that for all but eight of tiiese entities, neither JCP&L, Met-Ed nor Penelec have variable 
interests in tiie entities or the entities are govemmentel or not-for-profit organizations not within the scope of FIN AGR. 
JCP&L, Met-Ed or Penelec may hold variable intereste in tiie remaining eight entities, which sell their output at variable 
prices that conelate to some extent witii the operating coste of tiie plante. As required by FIN 46R, FirstEnergy periodically 
requeste fix>m these eight entities the infomnation necessary to determine whettier they are VIEs or whether JCP&L, Met-Ed 
or Penelec is the primary beneficiary. FirstEnergy has been unable to obtein ttie requested information, which in most cases 
was deemed by the requested entity to be proprietory. As such, FirstEnergy applied ttie scope exception Uiat exempte 
enterprises unable to obtein tiie necessary infomnatfon to evaluate entities under FIN 46R. 

Since FirstEnergy has no equity or debt intereste in the NUG entities, ite maximum exposure to loss relates primarily to Uie 
abcjve-market costs it incurs for power. FirstEnergy expects any above-maricet costs it incurs to be recovered irom 
customers. As of December 31, 2007, the net above-maricet loss liability projected for these eight NUG agreemente was 
approximately $74 million. Purchased power coste from these entities during 2007, 2006 and 2005 were $177 millton, $171 
miliion, and $180 million, respectively. 

8. DISCONTINUED OPERATIONS 

In March 2005, FirstEnergy sold 51% of ite interest in FirstCom, resulting in an afier-tax gain of $4 million. RrstEnergy 
accounted for ite remaining 31.85% interest in FirstCom on the equity basis until July 2007 when FirstEnergy's ownership 
interest decreased to approximately 15% and FirstEnergy began accounting fbr ite investment under ttie cost mettiod. 

tn 2006, FirstEnergy sold its remaining FSG subsidiaries (Roth Bros., Hattenbach, Dunbar, Edwards and RPC) for an 
aggregate net after-tax gain of $2.2 million. Hattenbach, Dunbar, Edwards, and RPC were accounted for as discontinued 
o|3erations as of [December 31, 2006; Rotti Bros, did not meet ttie criteria for that classification as of Decemt>er 31,2006. 

In 2005, ttiree FSG subsidiaries, Elltott-I_ewis, Spectrum Conb-ol Systems and LH. Cranston & Sons, and MYR's Power 
Piping Company subsidiary were sold resutting in an after-tax gain of $13 million. All of Uiese sales, except tiie Specbum 
Conttol Systems, met the criteria for discontinued operations at December 31, 2005. On March 31. 2005, FES sold its 
natoral gas business for an after-tax gain of $5 million and was included in discontinued operations at December 31,2005. 

86 



In December 2005, MYR had qualified as an asset held for sate but did not meet the criteria to be classified as discontinued 
operations. As required by SFAS 142, Uie goodwill of MYR was tested for impaimnent, resulting in a non-cash charge of 
$9 million in the fourth quarter of 2005 (see Note 2(E}). The canying amounts of MYR's assete and liabilities as of 
December 31, 2005 held for sale were not material and had not been classified as assete held for sate on FirstEnergy's 
Consolidated Balance Sheet. 

In March 2006, FirstEnergy sold 60% of ite interest in MYR for an after-tax gain of $0.2 million. In June 2006, as part of tfie 
March agreement, FirstEnergy sold an additional 1.67% interest As a result of ttie March sale, FirstEnergy deconsoHdated 
MYR in tiie first quarter of 2006 and accounted for ite remaining 38.33% interest under tiie equity mettiod of accounting for 
investmente. In the fourth quarter of 2006, FirstEnergy sold its remaining MYR interest for an after-tax gain of $8.6 million. 
The income for the period that MYR was accounted for as an equity mettiod investinent has not been rndudod in 
discontinued operations; however, resulte for all reporting periods prior to tiie initial sale In March 2006, including ttie gain on 
the sale, were reported as discontinued operations. 

Revenues associated with discontinued operations were $225 million and $845 million in 2006 and 2005, respectively. The 
following table summarizes the net income operating results of discontinued operations for 2006 and 2005: 

2006 2005 

Income (loss) before income taxes 
Income tax expense 
Gain (loss) on sale, net of tax 
Income (loss) from discontinued operations 

(In millions) 
(4) $ (1) 
(2) (5) 
2 18 

il) 1 12 

9. TAXES 

Income Taxes 

FirstEnergy records income taxes in accordance witii the liability method of accounting. Deferred income taxes reflect tiie 
net tax effect of temporary differences between the canying amounts of assete and liabilities for financial reporting purposes 
and loss carryforwards and tiie amounte recognized for tax purposes. Investinent tax credite, which were defened when 
utilized, are being amortized over the recovery period of tiie related property. Deferred income tax labilities related to 
temporary tex and accounting basis differences and tex credit carryfonvard items are recognized at the statotory income tax 
rates in effect when the liabilities are expected to be paid. Defenred tax assete are recognized based on income tax rates 
expected to be in effect when tfiey are settied. Details of income taxes for ttie ttiree years ended December 31, 2007 are 
shown below: 

For the Years Ended December 31, 

PROVISION FOR INCOME TAXES: 
Currentiy payable-

Federal 
State 

Deferred, net-
Federal 
State 

Investment tex credit amortization 
Total provision for income texes 

RECONCILIATION OF FEDERAL INCOME TAX EXPENSE AT 
STATUTORY RATE TO TOTAL PROVISION FOR INCOME TAXES: 
Booic income before provision for income taxes 
Federal Income tax expense at stetutory rate 
Increases (reductions) in texes resulting from-

Amortization of investment tex credits 
Stete income taxes, net of federal income tax benefit 
Penalties 
Amortization of tax regulatory assets 
Preferred stocic dividends 
Other, net 

Total provision for income taxes 

2007 2006 2005 

$ 

$ 

$ 

$ 

706 
187 
893 

22 
(18) 
4 

(14) 
883 

2.192 

767 

(14) 
110 
-
8 
-
12 

_ g 8 3 _ 

(In millions) 

$ 

$ 

$ 

=L= 

519 
116 
635 

147 
28 
175 
(15) 
795 

2.053 

719 

(15) 
94 
-
2 
5 

(10) 

~ ^ J ^ 

$ 

$ 

$ 

J= 

452 
142 
594 

72 
110 
182 
(27) 

..•Z42-

1.628_ 

569 

(27) 
165 
14 
38 
5 

(15) 
_ 7 ^ 
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Accumulated defemed income taxes as of IDecember 31, 2007 and 2006 are as follows: 

Asof December 31, 2007 2006 

Property l>asis differences 
Regulatory transition charge 
Customer receivables for future income taxes 
Deterred customer shopping incentive 
Defened sale and leaseback gain 
Nonutllity generation costs 
Unamortized Investment tax credits 
Other comprehensive income 
Retirement benefits 
Lease market valuation liability 
Oyster Creek securitization (Note 11 (C)) 
Loss carryfcxwards 
Loss carryforward valuation reserve 
Asset retirement obligations 
Nuclear decommissioning 
All other 

(In millions) 
$ 2,502 $ 

706 
149 
263 
(536) 
(90) 
(44) 
(68) 

(9) 
(283) 
149 
(44) 
31 
35 

(169) 
79 

2,595 
457 
141 
219 
(86) 

(122) 
(50) 

(260) 
10 

(331) 
162 

(426) 
415 

45 
(116) 
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Net deferred income tax liability S 2.671 S 2.740 

On January 1, 2007, FirstEnergy adopted FIN 48, which provides guidance for accounting for uncerteinty In Income taxes in 
a company's financial stetements in accordance with SFAS 109. This interpretetion prescribes a financial stetement 
recognition tiireshold and measurement attribute for tex positions teken or expected to be teken on a compan/s tax retum. 
FIN 48 also provides guidance on derecognition, classification, interest, penalties, accounting in interim periods, disclosure 
and transition. The evaluation of a tex position in accordance with this interpretetion is a two-step process. The first step is to 
detennine if it is more likely tiian not that a tex position will be susteined upon examination, based on tiie merite of ttie 
position, and should therefore be recognized. The second step is to measure a tax position that meets the more likely than 
not recognition tiireshold to detennine the amount of income tax benefit to recognize in tiie financial stetements. 

As of January 1,2007, the totel amount of FiretEnergy's unrecognized tex benefite was $268 millfon. FirstEnergy recorded a 
$2.7 million cumulative effect adjusbnent to the January 1, 2007 balance of reteined eamings to increase reserves for 
uncertein tax positions. Of tiie totel amount of unrecognized income tax benefite, $92 million would favorably affect 
FirstEnergy's effective tex rate upon recognition. The majority of items that would not have affected the effective tax rate 
resulted from purchase accounting adjusbnents that would reduce goodwill upon recognition tiirough December 31,2008. 

A reconciliation of the change in the unrecognized tex benefite for the year ended December 31,2007 is as follows: 

(In millions) 
Balance as of January 1,2007 $ 268 
Incaease for tex positions related to the current year 1 
Increase for tax positions related to prior years 3 
Balance as of December 31,2007 $ 272 

As of December 31, 2007, FirstEnergy expects Uiat $7 million of the unrecognized benefite will be resolved within Uie next 
twelve months and is included in the caption "accrued texes," witii the remaining $265 million included in ttie caption "ottier 
non-current liabilities" on the Consolidated Balance Sheete. 

FIN 48 also requires companies to recognize interest expense or income related to uncertein tax positions. That amount is 
computed by applying the applicable stetotory interest rate to Uie difference between the tax position recognized in 
accordance with FIN 48 and the amount previously teken or expected to be taken on the tex retom. FiretEnergy includes net 
interest and penalties in tiie provision for income texes, consisterrt with its policy prior to implementing FIN 48. During tiie 
yeare ended December 31,2007,2006 and 2005, FirstEnergy recognized net interest expense of approximately $19 million, 
$9 million and $6 million, respectively. The cumulative net interest accmed as of December 31, 2007 and 2006 was 
$53 million and $34 million, respectivety. 

Firs^nergy has tex retoms that are under review at the audit or appeals level by the IRS and stete tex authorities. All stete 
jurisdictions are open from 2001-2006. The IRS began reviewing refoms for the yeare 2001-2CX)3 in July 2004 and several 
items are under appeal. The federal audit for years 2004 and 2005 began in June 2006 and Is not expected to dose before 
December 2008. The IRS began auditing tiie year 2006 in April 2006 and the year 2007 in Febmary 2007 under ite 
Compliance Assurance Process experimental program. Neither audits are expected to close before December 2008. 
Management believes that adequate reserves have been recognized and final settiement of these audite is not expected to 
have a material adveree effect on FirstEnergy's financial condition or resulte of operations. 
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On July 13, 2007, FGCO completed a sale and leaseback ttansaction for ite 93.825% undivided interest In Bmce Mansfiefo 
Unit 1, representing 779 MW of net demonsttated capacity (see Note 6). This transaction generated tax capitei gains of 
approximately $742 million, all of which were offset by existing tex capitei loss carryforwards. Accordingly, RrstEnergy 
reduced ite tax loss canyfonArard valuation allowance in the third quarter of 2007, witii a corresponding reduction to goodwill 
(see Note 2(E)). 

FirstEnergy has pre-tax net operating loss carryforwards for stete and local income tax purposes of apixoximately 
$1,156 billion of which $199 million is expected to be utilized. The associated defened tax assete are $13 million. These 
losses expire as follows: 

Expiration Perfod 

2008-2012 
2013-2017 
2018-2022 
2023-2027 

Amount 
(In millions) 

331 
16 

462 
347 

1,156 

General Taxes 

Deteils of general taxes for tiie three yeare ended Decemtier 31,2007 are shown below: 

For the Years Ended Decemt>er 31, 2007 2006 2005 

GENERAL TAXES: 
Real and personal property 
Kilowatt-hour excise 
State gross receipts 
Social security and unemployment 
Other 

Total general taxes 

$ 

_ $ _ 

237 
250 
175 
87 

5 

754 

IST 

$ 

_$_ 

millions) 

222 
241 
159 
83 
15 

720 

$ 

$ 

222 
244 
151 
79 
17 

713 

Commercial Activity Tax 

On June 30, 2005, tax legislation was enacted in tiie State of Ohio that created a new CAT tax, which is based on qualifying 
laxable gross receipte" and does not consider any expenses or coste incuned to generate such receipte, except fbr items 
such as cash discounte, retums and allowances, and bad debte. The CAT tax was effective July 1, 2005, and replaces the 
Ohio income-based fi^nchise tex and tiie Ohio personal property tax. The CAT tax is phased-in white ttie cunent income-
based franchise tex is phased-out over a five-year period at a rate of 20% annually, beginning wtth ttie year ended 2005, 
and the personal property tex is phased-out over a four-year period at a rate of approximately 25% annually, beginning with 
the year ended 2005. During the phase-out period the Ohio income-based Iranchise tex was or will be computed consistent 
wiUi Uie prior tex law, except that ttie tax liability as computed was multiplied by 80% in 2005; 60% in 2006; 40% in 2007 
and 20% in 2008, therefore eliminating tiie cunent income-based fi^nchise tax over a five-year period. As a resist of the 
new tex stmctore, all net defened tax benefite that were not expected to reverse during the five-year phase-in period were 
written-off as of June 30, 2005. 

The increase to income texes associated with the adjustment to net deferred taxes in 2005 is summarized betow (in 
millions): 

OE 
CEI 
TE 
Ottier FirstEnergy subsidiaries 
Totel FirstEnergy 

$ 

$ 

32 
4 

18 
(2) 
52 
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Income tex expenses were reduced (increased) during 2005 by the initial phase-out of the Ohio income-based franchise tax 
and phase-in of the CAT tex as summarized below {vn millions): 

OE $ 3 
CEI 5 
TE 1 
Otiier FirstEnergy subsidiaries [3) 
Totel FirstEnergy $ 6 

10. REGULATORY MATTERS 

(A) RELIABILITY INITIATIVES 

In late 2003 and eariy 2004, a series of lettere, reporte and recommendations were issued fi^m various entities, including 
govemmentel, industry and ad hoc reliability entities (PUCO, FERC, NERC and the U.S. - Canada Power System Outege 
Task Force) regarding enhancemente to regional reliability. The proposed enhancemente were divided into two groups: 
enhancemente that were to be completed in 2004; and enhancemente tiiat were to be completed after 2004. In 2004, 
FirstEnergy completed all of the enhancemente that were recommended for completion In 2004. Subsequentiy, FirstEnergy 
has wori<ed systematically to complete all of tiie enhancemente Uiat were identified for completion after 2004, and 
FirstEnergy expecte to complete tiiis woric prior to ttie summer of 2008. The FERC and the ottier affected govemment 
agencies and reliability entities may review FiretEnergy's work and, on the basis of any such review, may recommend 
additional enhancemente in the fotore, which could require additional, mat^al expenditores. 

As a result of outages experienced in JCP&L's sendee area in 2002 and 2003, ttie NJBPU performed a review of JCP&L's 
service reliability. On June 9, 2004, ttie NJBPU approved a stipulation ttiat addresses a ttiinJ-party consultant's 
recommendations on appropriate courses of action necessary to ensure system-\Mde reliability. The stipulation incorporates 
the consultent's focused audit of, and recommendations regarding, JCP&L's Planning and Operations and Maintenance 
pn^grams and practices. On June 1, 2005, the consultant completed his work and issued his final report to the NJBPU. On 
July 14, 2006, JCP&L filed a comprehensive response to ttie consultent's report witii the NJBPU. JCP&L will complete the 
remaining substentive wori^ described in ttie stipulation in 2008. JCP&L continues to file compliance reporte with tiie 
NJBPU reflecting JCP&L's activities associated with implementing the stipulation. 

In 2005, Congress amended ttie Federal Power Act to provide for federally-enforceable mandatory reliability stendards. The 
mandatory reliability stendards apply to Uie bulk power system and impose certain operating, record-keeping and reporting 
requiremente on the Companies and ATSI. The NERC is charged with establishing and enforcing tiiese reliability stendards, 
although it has delegated day-to-day implementation and enforcement of ite responsibilities to eight regional entities, 
including ttie ReliabiltyFwsf Corporation. All of FiretEnergy's facilities are located witiiin the ReliabiltyF/rsf region. 
FiretEnergy actively participates in the NERC and ReliabiltyFirsf stakeholder processes, and othenvise monitore and 
manages ite companies in response to the ongoing development, implementation and enforcement of tiie reliability 
standards. 

FiretEnergy believes that it is in compliance with all cunentiy-effective and enforceable reliability stendanjs. Nevertiieless, it 
is clear that NERC, ReliablltyF/rsf and the FERC will continue to refine existing reliability stendards as well as to develop and 
adopt new reliability standards. The financial impact of complying with new or amended standards cannot be determined at 
this time. However, the 2005 amendments to the Federal Power Act provide that all pmdent coste incuned to comply with 
the new reliability standards be recovered in rates. Still, any fotore inability on FiretEnergy's part to comply with ttie reliability 
standards for Ite bulk power system could have a material adverse effect on ite financial conditton, results of operations and 
cash flows. 

In AprB 2007, ReliabilityHref performed a routine compliance audit of FiretEnergy's bulk-power system within the Midwest 
ISO region and found it to be in foil compliance with all audited reliability stendards. Similariy, ReliabilityF/rsf has scheduled 
a compliance audit of FiretEnergy's bulk-power system witiiin the PJM region in 2008. FirstEnergy currently does not expect 
any material adveree financial impact as a result of ttiese audite. 

(B) OHIO 

On September 9, 2005, ttie Ohio Companies filed ttieir RCP witti tiie PUCO. The filing included a stipulation and 
supplemental stipulation with several parties agreeing to ttie provisions set fortti in the plan. On January 4, 2006, ttie PUCO 
issued an order which approved the stipulations clarifying certain provisions. Several parties subsequently filed appeals to 
ttie Supreme Court of Ohio in connection with certain portions of the approved RCP. In ite order, the PUCO autiiorized the 
Ohio Companies to recover certein increased foel coste ttirough a foel rider, and to defer certain other increased foel coste 
to be incuned from January 1, 2006 through December 31, 2008, including interest on ttie defemed balances. The order 
also provided for recovery of the defen-ed coste over a 25-year period ttirough distiibution rates, which are expected to be 
effedive on January 1. 2009 for OE and TE, and approximately May 2009 for CEI. Through December 31, 2007, ttie 
defened foel coste, Including Interest, were $111 million, $76 miliion and $33 million fix OE, CEI and TE, respecttvely. 

90 



On August 29, 2007, tiie Supreme Court of Ohio concluded that tiie PUCO violated a provision of ttie Ohio Revised Code 
by permitting the Ohio Companies '^o collect defened increased foel coste through futore distiibution rate cases, or to 
altematively use excess fuel-cost recovery to reduce deferred distribution-related expenses" because foel coste are a 
component of generation service, not distiibution service, and pemiitting recovery of deferred foel coste through distribution 
rates constituted an impermissible subsidy. The Court remanded the matter to tiie PUCO for forther consideration consistent 
with the Court's Opinion on this issue and affinned ttie PUCO's order in all other respects. On September 10,2007 ttie Ohio 
Companies filed an Application with tiie PUCO ttiat requested ttie implementation of two generatfon-related foel cost riders 
to collect Uie increased fuel coste ttiat were previously authorized to be defened. The Ohio Companies requested the ridere 
to become effective in October 2007 and end in December 2008, subject to reconciliation ttiat would be expected to 
continue through ttie first quarter of 2009. On January 9,2008 tiie PUCO approved tiie Ohio Companies' proposed foel cost 
rider to recover increased foel coste to be incurred commencing January 1, 2008 through December 31, 2008, whidi is 
expected to be approximately $167 million. The fiiel cost rider became effective January 11, 2008 and will be adjusted and 
reconciled quarterly. In addition, the PUCO ordered the Ohio Companies to file a separate application for an alternate 
recovery mechanism to collect tiie 2006 and 2007 defened foel costs. On Febmary 8, 2008, tiie Ohio Companies filed an 
application proposing to recover $220 million of defened foel coste and canying charges for 2006 and 2007 pursuant to a 
separate fuel rider, with altemative options for tiie recovery period ranging from five to twenty-five years. This second 
application is currentiy pending before Uie PUCO. 

The Ohio Companies recover all MISO transmission and ancillary service related coste incurred through a recondlaWe rider 
ttiat is updated annually on July 1. The ridere that became effective on July 1,2007, represent an increase over ttie amounte 
collected through the 2006 riders of approximately $64 millfon annually. If it is subsequentiy detennined by the PUCO tiiat 
adjusbnents to the ridere as filed are necessary, such adjusbnente, with canying costs, will be incorporated into tiie 2008 
transmission rider filing. 

The Ohio Companies filed an application and rate request for an increase in electric distribution rates with the PUCO on 
June 7, 2007. The requested increase is expected to be more than offset by the elimination or reduction of tiansition 
charges at tiie time the rates go into effed and would resutt in lowering the overall non-generation portion of ttie average 
elecbic bill for most Ohfo cusbivnere. The disbitxition rate increases reflect capital e}^nditores since the Ohio Companies' 
last distribution rate proceedings, increases in operation and maintenance expenses and recovery of regulatory assete that 
were autiiorized in prior cases. On August 6, 2007, the Ohio Companies updated ttieir filing supporting a distiibution rate 
increase of $332 million. On December 4, 2007, tiie PUCO Staff issued ite Staff Reports conteining tiie resulte of their 
investigation into the disbibution rate request In ite reporte, the PUCO Steff recommended a distribution rate increase in the 
range of $161 million to $180 million, witii $108 million to $127 million for disbibution revenue increases and $53 million fbr 
recovery of costs defened under prior cases. This amount exdudes tiie recovery of defened foel coste, whose recovery is 
now being sought in a separate pnxeeding before ttie PUCO, discussed above. On January 3. 2008, the Ohio Companies 
and intervening parties filed objections to the Steff Reporte and on January 10, 2008, tiie Ohio Companies filed 
supplemental testimony. Evidentiary hearings began on January 29,2008 and continued tiirough February 2008. During the 
evidentiary hearings, the PUCO Steff submitted testimony decreasing their recommended revenue increase to a range of 
$114 million to $132 million. Additionally, in testimony submitted on Febmary 11, 2008, ttie PUCO Staff adopted a position 
regarding interest deferred pureuant to the RCP that, tt upheld by the PUCO, would result in the write-off of approximately 
$13 million of interest coste defened tiirough December 31, 2007 ($0.03 per share of common stock). The PUCO is 
expected to render ite decision during tiie second or third quarter of 2008. The new rates would become effective Janusry 1, 
2009 for OE and TE, and approximately May 2009 for CEI. 

On July 10, 2007, the Ohio Companies fited an application with the PUCO requesting approval of a comprehensive supply 
plan fbr providing retail generation sen/ice to customere who do not purchase elecbicity from an altemative supplier, 
beginning January 1, 2009. The proposed competitive bidding process would average the resulte of multipte bidding 
sessions conduded at different times during the year. The final price per kilowatt-hour would refled an average of ttie prices 
resulting from all bids. In ttieir filing, the Ohfo Companies offered two alternatives for sbuctoring ttie bids, either by customer 
dass or a "slice-of-system" approach. A slice-of-system approach would rec^ire ttie successful bidder to be responstole for 
supplying a fixed percentage of the utility's total load notwitiistanding tiie customer's dassification. The proposal provides 
the PUCO with an option to phase in generation price increases for residential tariff groups who woufo experience a change 
in ttieir average total price of 15 pen^nt or more. The PUCO held a technical conference on August 16, 2007 regarding the 
filing. Initial and reply commente on the proposal were filed by various parties in September and Octotjer, 2007, respectively. 
The proposal is cunentiy pending before the PUCO. 
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On September 25, 2007, the Ohio Govemor's proposed energy plan was offidally inb-oduced into the Ohio Senate. The bill 
proposes to revise stete energy policy to address eledric generation pridng after 2008, esteblish advanced energy portfolio 
stendards and enerigy efficiency stendards, and create GHG emissions reporting and cartoon corrtrol planning requiremente. 
The bill also proposes to move to a "hybrid" system for detemnining rates for deteult sendee in which etectiic utilities would 
provide regulated generatfon service unless they satisfy a stetutory bunjen to demonsttate the existence of a competitive 
market for retail eledricity. The Senate Energy & Public Utilities Committee conducted hearings on the bill and received 
testimony from interested parties. Including the Govemor's Energy Advisor, tiie Chainnan of tiie PUCO, consumer groups, 
utility executives and othere. Several proposed amendmente to the bill were submitted, induding tiiose from Ohio's investor-
owned electric utilities. A substitote vereion of the bill, which incorporated certain of the proposed amendments, was 
intix)duced into the Senate Energy & Public Utilities Commtttee on Odober 25.2007 and was passed by ttie Ohio Senate on 
Odober 31,2007. The bill as passed by ttie Senate is now being considered by Uie House Public Utilities Committee, which 
has conduded hearings on the bill. Testimony has been received fix>m interested parties, induding tiie Chainnan of the 
PUCO, consumer groups, utility executives and otiiers. At this time, FiretEnergy cannot predid the outcome of tiiis process 
nor determine the impad, if any, such legislation may have on ite operations or those of the Ohio Companies. 

(C) PENNSYLVANIA 

Met-Ed and Penelec have been purchasing a portion of tiieir PLR and default service requiremente from FES through a 
partial requiremente wholesale power sales agreement and various amendmente. Based on the outcome of tfie 2006 
comprehensive ttansltion rate filing, as described below, Met-Ed, Penelec and FES agreed to restate tiie partial 
requiremente power sales agreement effective January 1, 2007. The resteted agreement incorporates the same fixed price 
for residual capacity and energy supplied by FES as in the prior arrangemente between the parties, and automatically 
extends for successive one year terms unless any party gives 60 days' notice |3rior fo the end of the year. The resteted 
agreement also allows Met-Ed and Penelec to sell the output of NUG energy to tiie market and requires FES to provide 
energy at fixed prices to reptece any NUG energy sold to tiie extent needed for Met-Ed and Penelec to satisfy their PLR and 
deteutt sen/ice obligations. The fixed price under tiie restated agreement is expected to remain below wtiolesale maricet 
prices during tiie temi of ttie agreement 

if Met-Ed and Penelec were to replace ttie entire FES supply at current maricet power prices without corresponding 
regulatory authorization to increase their generation prices to customers, each company would likely Incur a significant 
increase in operating expenses and experience a material deterioration in credit quality metocs. Under such a scenario, 
each company's credit profile would no longer be expeded to support an Investment grade rating for their fixed income 
securities. Based on the PPUC's January 11, 2007 order described below, if FES ultimately detemnines to tenninate, 
reduce, or significantiy modify the agreement prior to the expiration of Met-Ed's and Penelec's generation rate caps in 2010, 
timely regulatory relief is not likely to be granted by ttie PPUC. 

Met-Ed and Penelec made a comprehensive transition rate filing witii tiie PPUC on April 10, 2006 to address a number of 
ttansmission, disbibution and supply issues. If Met-Ed's and Penelec's prefened approach involving accounting defenals 
had been approved, annual revenues would have increased by $216 million and $157 miliion, respedively. That filing 
induded, among other tilings, a request to charge customers for an increasing amount of market-priced power procured 
tiirough a CBP as the amount of supply provided under the then existing FES agreement vi/as to be p^iased out. Met-Ed and 
Penelec also requested approval of a January 12, 2005 petition for tiie deferral of transmission-related coste incurred during 
2006. in this rate filing, Met-Ed and Penelec requested recovery of annual transmission and related coste incurred on or 
after January 1. 2007, plus ttie amortized portion of 2006 coste over a ten-year period, along witii applicable carrying 
charges, tiirough an adjustable rider. Changes in the recovery of NUG expenses and ttie recovery of Met-Ed's non-NUG 
sb^nded costs were also induded in the filing. On May 4, 2006, tiie PPUC consolidated the remand of Uie FiretEnergy and 
GPU merger proceeding, related to the quantification and allocation of merger savings, with the comprehensive transition 
rate filing case. 

The PPUC entered ite opinion and order in the comprehensive rate filing proceeding on January 11, 2007. The order 
approved the recovery of transmission costs, including the transmission-related deferral for January 1, 2006 through 
January 10, 2007, and detennined that no merger savings fixam prior years should be considered in determining customers' 
rates. The request for increases in generatfon supply rates was denied as were the requested changes to NUG expense 
recovery and Met-Ed's non-NUG sti^nded coste. The onJer decreased Met-Ed's and Penelec's disbibution rates by 
$80 million and $19 million, respectively. These decreases were offset by the increases allowed for the recovery of 
ttansmission coste. Met-Ed's and Penelec's request for recovery of Saxton decommissioning coste was granted and, in 
January 2007, Met-Ed and Penelec recognized income of $15 million and $12 million, res|:>ectively, to esteblish regulatory 
assete for those previously expensed decommissioning coste. Overall rates increased by 5.0% for Met-Ed ($59 million) and 
4.5% for Penelec ($50 million). Met-Ed and Penelec filed a Petition fbr Reconsideration on January 26, 2007, on the issues 
of consolidated tax savings and rate of retum on equity. Other parties filed Petitions for Reconsideration on ti'ansmission 
(including congestion), transmission defenals and rate design issues. On March 1, 2007, the PPUC issued three ordere: (1) 
a tentative order regarding the reconsideration by tiie PPUC of ite own order; (2) an order denying the Petitions for 
Reconsideration of Met-Ed, Penelec and tiie OCA and denying in part and accepting in part the MEIUG's and PICA'S 
Petition for Reconsideration; and (3) an order approving the compliance filing. Commente to the PPUC for reconskJeration of 
ite order were filed on March 8, 2007, and ttie PPUC mied on the reconsideration on April 13,2007, making minor changes 
to rate design as agreed upon by Met-Ed, Penetec and certain otiier parties. 
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On March 30, 2007, MEIUG and PICA filed a Petition for Review wtth ttie Commonwealth Court of Pennsylvania asking tiie 
court to review Uie PPUC's detennination on ttansmission (Induding congestion) and the ttansmissfon defenral. Met-Ed and 
Penelec filed a Petition for Review on April 13,2007 on ttie issues of consolidated tax savings and ttie requested generation 
rate increase. The OCA filed its Petition for Review on April 13, 2007, on the issues of transmission (induding congestion) 
and recovery of universal service costs fiom only the residential rate ctess. From June ttirough Odober 2007, initial 
responsive and reply briete were filed by various parties. Oral arguments are expeded to take ptece on April 7, 2008. ff Met-
Ed and Penelec do not prevail on ttie issue of congestion, it could have a material adveree effed on tiie resulte of o|:>erations 
of Met-Ed, Penelec and FiretEnergy. 

As of December 31, 2007, Met-Ed's and Penelec's unrecovered regulatory deferrals pureuant to the 2006 comprehensive 
transition rate case, the 1998 Restmotoring SettJement (induding ttie Phase 2 proceedings) and ttie FirstEn^^/GPU 
Merger Settiement Stipulation were $512 millfon and $55 million, respedively. During ttie PPUC's annual audtt of Met-Ed's 
and Penelec's NUG sti'anded cost balances in 2006, it noted a modification to the NUG purchased power sb'anded cost 
accounting metiiodology made by Met-Ed and Penelec. On August 18, 2006, a PPUC order was entered requiring Met-Ed 
and Penelec to refled the defened NUG cost balances as if the sbanded cost accounting methodology modification had not 
been implemented. As a result of tiiis PPUC order, Met-Ed recognized a pre-tax charge of approximately $10.3 million in the 
ttiird quarter of 2006, representing incrementel coste deferred under tiie revised methodology in 2005. Met-Ed and Penelec 
continue to believe that the sttanded cost accounting metiiodology modification is appropriate and on August 24, 2006 filed 
a petition with tiie PPUC pursuant to ite order for autiiorization to refled tiie sttanded cost accounting methodology 
modification effedive January 1, 1999. Hearings on this petition were held in Febmary 2007 and briefing was completed on 
March 28, 2007. The ALJ's initial decision denied Met-Ed's and Penelec's request to modify tiieir NUG sbanded cost 
accounting metiiodology. The companies filed exceptions to the initial dedsion on May 23, 2007 and replies to those 
exceptions were filed on June 4, 2007. On November 8, 2007, ttie PPUC issued an order denying any changes in the 
accounting methodology for NUGs. 

On May 2, 2007, Penn filed a plan with the PPUC for the procurement of default service supply from June 2008 tiirough 
May 2011. The filing proposed multiple, competitive RFPs witii steggered delivery periods for fixed-price, ttanche-based. 
pay as bid default service supply to the residential and commercial dasses. The proposal would phase out existing 
promotional rates and eliminates the dedining block and ttie demand componente on generation rates for residential and 
commercial customers. The industiial class defeult service would be provided ttirough an houriy-priced service provided by 
Penn. Quarterly reconciliation of the differences between the coste of supply and revenues fi'om customere was also 
proposed. On September 28, 2007, Penn filed a Jdnt Petition for SetUement resolving all but one issue in the case. Briefe 
were also filed on September 28, 2007 on the unresolved issue of incrementel uncolledible accounte expense. The 
settlement was eitiier supported, or not opposed, by all parties. On December 20,2007, the PPUC approved the setttement 
except for Uie foil requiremente b^nche approach for residential customere, which was remanded to the ALJ fbr hearings. 
Under Uie terms of the Settiement Agreement ttie defeutt service procurement for small commercial customere will be done 
witti multiple RFPs, while ttie default sen/ice procurement for large commerdal and industrial customere will utifize houriy 
pricing. Bids in the firet RFP for small commerdal load were received on Febmary 20, 2008. In Febmary 2008, parties filed 
dired and rebuttal testimony in tiie remand proceeding tor the residential procurement approach. An evidentiary hearing 
was held on Febmary 26, 2008, and this matter will be presented to the PPUC for ite consideration by March 13,2008. 

On February 1, 2007, ttie Govemor of Pennsylvania proposed an EIS. The EIS includes four pieces of proposed legislation 
tiiat, according to the Govemor, is designed to reduce energy coste, promote energy inde|3endence and stimulate the 
economy. Elements of the EIS include tiie installation of smart metere, fonding for solar panels on residences and small 
businesses, conservation and demand reduction programs to meet energy growtii, a requirement that eledric disbibution 
companies acquire power ttiat results in the "lowest reasonable rate on a long-term ktasis," the utilization of micro-grids and 
a three year phase-in of rate increases. On July 17, 2007 the Govemor signed into law two pieces of energy tegisiation. The 
first amended the Altemative Energy Portfolfo Standards A d of 2004 to, among other tilings, increase tiie percentege of 
solar energy tiiat must be supplied at the condusion of an eledric disbibution company's tiansition period. The second law 
allows electric disbibution companies, at their sole discretion, to enter into long term contracte witti large cusbsmere and to 
build or acquire interests in elecbic generation fodlities specifically to supply long-term contrads with such customere. A 
special legislative session on energy was convened in mid-September 2007 to conskier other aspecte of ttie EIS. On 
December 12, 2007, tiie Pennsylvania Senate passed tfie Altemative Energy Investinent A d wfiich, as amended, provfoes 
over $650 million over ten yeare to implement ttie Govemor's profwsal. The bill was ttien referred to the House 
Environmentel Resources and Energy Committee where it awaite consideration. On Febmary 12, 2008, the Pennsyhrania 
House passed House Bill 2200 which provides for energy efficiency and demand management programs and tergete as well 
as tiie installation of smart metere witiiin ten yeare. Other legislation has been intixKJuced to address generation 
procurement, expiration of rate caps, conservation and renewable energy. The final form of this pending legislation is 
uncertain. Consequentiy, FiretEnergy is unable to predid what imf>ad, if any, such legislation may have on ite ojserations. 
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(D) NEWJERSEY 

JCP&L is pennitted to defer for fotore colledion firom customers the amounte by which ite coste of supplying BGS to non-
shopping customere and coste incurred under NUG agreements exceed amounte collected tiirough BGS and NUGC rates 
and market sales of NUG energy and capadty. As of December 31, 2007, tiie accumulated defened cost balance toteled 
approximately $322 million. 

In accordance witii an April 28, 2004 NJBPU order, JCP&L filed testimony on June 7, 2004 supporting continuation of the 
current level and duration of the fonding of TMI-2 decommissioning costs by New Jereey customere witiiout a redudfon, 
tennination or capping of the fonding. On September 30,2004, JCP&L filed an updated TMI-2 decommissioning study. This 
study resulted in an updated totel decommissioning cost estimate of $729 million (in 2003 dollare) compared to tiie 
estimated $528 million (in 2003 dollars) from tiie prior 1995 decommissioning study. The DRA filed commente on 
Febmary 28, 2005 requesting tiiat decommissioning fonding be suspended. On March 18, 2005, JCP&L filed a response to 
those commente. A schedule for forther NJBPU proceedings has not yet t)een set. 

On August 1, 2005, the NJBPU esteblished a proceeding to determine whether additional ratepayer protedions are 
required at the state level in light of the repeal of the PUHCA pureuant to the EPACT. The NJBPU approved regulations 
effective Odober 2, 2006 that prevent a holding company ttiat owns a gas or eledric public utility from investing more 
than 25% of the combined assets of ite utility and utili^-related subsidiaries Into businesses unrelated to tiie utility 
industry. These regulations are not expeded to materially impact FiretEnergy or JCP&L. Also, in the same proceeding, 
the NJBPU Steff issued an additional draft proposal on March 31, 2006 addressing various issues including access to 
books and records, ring-fendng, cross subsidization, corporate govemance and related mattere. Wtth the approval of the 
NJBPU Staff, the affeded utilities jointiy submitted an altemative proposal on June 1, 2006. The NJBPU Staff circulated 
revised drafts of the proposal to interested stakeholdere in November 2006 and again in Febmary 2007. On Febmary 1, 
2008, ttie NJBPU accepted proposed mles for publication in the New Jersey Register on March 17, 2008. An April 23, 
2008 public hearing on these proposed mles is expeded to be scheduled wHh commente from interested parties 
expeded to be due on May 17, 2008. 

New Jersey stabjtes require ttiat the state periodically underiake a planning process, known as the EMP, to address energy 
related issues induding energy security, economic growtti, and environmental impad. The EMP is to be developed wtth 
involvement of the Govemor's Office and the Govemor's Office of Economic Growtii, and is to be prepared by a Master 
Plan Committee, which is chaired by ttie NJBPU President and indudes representatives of several State deparbnente. In 
Odober 2006, tiie cunent EMP process was inttiated with the issuance of a proposed set of objectives which, as to 
eledricity, induded the following: 

• Reduce ttie total projeded eledricity demand by 20% by 2020; 

• Meet 22.5% of New Jereey's elecbicity needs witii renewable energy resources by that date; 

• Reduce air pollution related to energy use; 

• Encourage and maintain economic gn}wtti and development; 

• Achieve a 20% redudion in botii Customer Average Intenuption Duration Index and System Average 
Intenuption Frequency Index by 2020; 

• Maintain unit prices for elecbicity to no more than +5% of tiie regional average price (region Indudes New 
York, New Jersey, Pennsylvania, Delaware, Maryland and the Distrid of Columbia); and 

• Eliminate ti'ansmission congestion by 2020. 

Comments on tiie objectives and partidpation in the development of the EMP have been solicited and a number of woridng 
grou|3s have been fomned to obtain input from a broad range of interested stakeholders induding utilities, environmental 
groups, customer groups, and major customers. EMP working groups addressing: (1) energy effldency and demand 
response; (2) renewables; (3) reliability; and (4) pricing issues, have compteted their assigned tasks of date gathering and 
analysis and have provided reporte to tiie EMP Committee. Public stakeholder meetings were held in Uie fall of 2006 and in 
eariy 2007, and fortiier pufcMic meetings are expeded in 2008. At this time, FiretEnergy cannot predid tiie outcome of tills 
process nor determine the impad, if any, such legislation may have on ite operations or those of JCP&L. 
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On Febmary 13, 2007, the NJBPU Staff infomially issued a draft proposal relating to changes to ttie regulations addressing 
elecbic disbibutbn service reliability and quality stendards. Meetings t)etween the NJBPU Staff and interested stekehofoere 
to discuss ttie proposal were held and additional, revised informal proposals were subsequentiy drculated by the Staff. On 
September 4, 2007, proposed regulations were published in the New Jersey Register, which proposal will be subsequentiy 
considered by ttie NJBPU following commente that were submitted in September and Odober 2007. At this time, 
FiretEnergy cannot predid ttie outcome of this process nor determine the impad, if any, such regulations may have on ite 
operations or those of JCP&L. 

(E) FERC MATTERS 

Transmission Service between MISO and PJM 

On November 18, 2004, the FERC issued an order eliminating the tiirough and out rate for transmission sen/ice between 
tiie MISO and PJM regions. FERC's intent was to eliminate so-called "pancaking" of ttansmission charges between the 
MISO and PJM regions. The FERC also ordered ttie MISO, PJM and tiie ttansmissfon ownere wtthin MISO and PJM to 
submit compliance filings containing a rate mechanism to recover lost transmission revenues created by elhnination of tiiis 
charge (refened to as the Seams Elimination Cost Adjusbnent or "SECA") during a 16-month ttansltion period. The FERC 
issued orders in 2005 setting Uie SECA for hearing. The presiding judge issued an initial dedsion on August 10, 2006, 
rejecting the compliance filings made by MISO, PJM, and the ttansmission ownere, and directing new compliance filings. 
This dedsion is subjed to review and approval by the FERC. Briefe addressing Uie initial dedsion were filed on September 
11,2006 and Odober 20,2006. A final order could be issued by ttie FERC in tiie firet quarter of 2008. 

PJM Transmission Rate Design 

On January 31, 2005, certain PJM transmission ownere made filings with tiie FERC pureuant to a setUement agreement 
previously approved by the FERC. JCP&L. Met-Ed and Penetec were parties to tiiat pnxeeding and joined in two of tiie 
filings. In the firet filing, the settiing ttansmission ownere submitted a filing justifying continuation of Uieir existing rate design 
within tiie PJM RTO. Hearings were held and numerous parties appeared and litigated various issues concerning PJM rate 
design; notebly AEP, which proposed to create a "postage stamp", or average rate for all high voltage transmission fadlities 
across PJM and a zonal transmission rate for facilities below 345 kV. This proposal would have tiie effed of shifting 
recovery of the costs of high voltege transmission lines to other transmission zones, induding those where JCP&L, Met-Ed, 
and Penelec serve load. The ALJ issued an initial dedsion direding that ttie cost of all PJM ti^nsmission fadlities, 
regardless of voltage, should be recovered tiirough a postege stemp rate. The ALJ recommended an April 1,2006 effective 
date for ttiis change in rate design. Numerous parties, induding FirstEnergy, submitted briete opposing tiie ALJ's dedsion 
and recommendations. On April 19, 2007, tiie FERC issued an onJer rejecting tiie ALJ's findings and recommendations in 
neariy every resped. The FERC found that the PJM transmission ownere' existing "license plate" or zonal rate design was 
just and reasonable and ordered tiiat the current license plate rates for existing transmission fodltties be retained. On the 
issue of rates for new ti'ansmission facilities, the FERC direded ttiat coste for new ti'ansmissfon fodlities that are rated at 
500 kV or higher are to be collected firom all ti'ansmissfon zones throughout the PJM footprint by means of a postage-stamp 
rate. Costs for new transmission facilities tiiat are rated at less than 500 kV, however, are to be allocated on a "beneficiary 
pays" basis. FERC found ttiat PJM's cunent benefidary-pays cost allocation methoddogy is not sufRdentiy deteiled and, in 
a related onJer that also was issued on April 19, 2007, directed that hearings be held for the purpose of esteblishing a just 
and reasonable cost allocation metiiodology for indusion in PJM's tariff. 

On May 18, 2007, ceriain parties filed for rehearing of ttie FERC's April 19, 2007 order. On January 31, 2008, ttie requeste 
for rehearing were denied. The FERC's ordere on PJM rate design will prevent tiie allocatfon of a portion of tiie revenue 
requirement of existing ti'ansmission facilities of other utilities to JCP&L, Met-Ed and Penelec. In addttk)n, tiie FERC's 
decision to allocate the cost of new 500 kV and above ti^nsmission fodlities on a PJM-wfoe basis will reduce fotore 
ttansmission revenue recovery from the JCP&L, Met-Ed and Penelec zones. A partial settlement agreement addressing ttie 
"beneficiary pays" methodology for below 500 kV fadlities, but exdudlng the issue of allocating new fodlities coste to 
merchant transmission entities, was filed on September 14,2007. The agreement was supported by the FERC's Trial Staff, 
and was certified by tiie Presiding Judge. The FERC's action on the settlement agreement is pending. The remaining 
merchant ti'ansmission cost allocation issues will proceed to hearing in May 2008. On Febmary 13,2008, AEP appeated ttie 
FERC's ordere to tiie federal Court of Appeals for tiie D.C. Circuit The lltinds Commerce Commission has also appeated 
ttiese ordere. 
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Post Transition Period Rate Design 

FERC had direded MISO, PJM, and the respedive transmission ownere to make filings on or before August 1, 2007 to 
reevaluate transmission rate design within the MISO, and between MiSO and PJM. On August 1, 2007, filings were made 
by MISO, PJM, and the vast majority of transmission ownere. induding FiretEnergy afflliates, which proposed to retain the 
existing ti'ansmission rate design. These filings were approved by the FERC on January 31, 2008. As a resutt of FERC's 
appnsval, the rates charged to FirstEnergy's load-serving afflliates for ttansmission service over existing transmission 
facilities in MISO and PJM are unchanged. In a related filing, MISO and MISO ttansmission ownere requested ttiat tiie 
cunrent MISO pricing for new transmission facilities that spreads 20% of tiie cost of new 345 kV and higher ttansmission 
fadlities across the entire MISO footprint (known as the RECB metiiodology) be retained. 

Certain stend-abne bansmission com|3anies in MISO made a filing under Sedion 205 of the Federal Power A d requesting 
that 100% of the cost of new qualifying 345 kV and higher b-ansmission facilities be spread throughout the entire MISO 
footprint. Further, indianapdis Power and Light Company sei^arately moved the FERC to reopen tiie record to address the 
cost allocation under the RECB metiiodotogy. FERC rejeded these requeste in an order issued January 31, 2008 again 
mainteining Uie states quo witii resped to allocation of the cost of new ttansmission focilities In the MISO. 

On September 17, 2007, AEP filed a complaint under Sections 206 and 306 of tfie Federal Power A d seeking to have tiie 
entire bransmission rate design and cost allocation metiiods used by MISO and PJM declared unjust, unreasonable, and 
unduly discriminatory, and to have FERC fix a uniform regional ti'ansmission rate design and cost allocation method for tiie 
entire MISO and PJM "Super Region" that recovere the average cost of new and existing ti'ansmission fodlities operated at 
voltages of 345 kV and above from all transmission customere. Lower voltage facilities would continue to be recovered in 
the local utility ti'ansmission rate zone through a license plate rate. AEP requested a refund effective Odober 1, 2007, or 
altematively, Febmary 1,2008. On January 31,2008, FERC issued an order denying Uie complaint. 

Distribution of MISO Network Service Revenues 

Effedive Febmary 1, 2008, Uie MISO Transmission Ownere Agreement provides for a change in the mettiod of disbibuting 
transmission revenues among the transmission ownere. MISO and a majority of the MISO transmission ownere filed on 
December 3, 2007 to change the MISO tariff to clarify, for purposes of disbibuting network transmission revenue to the 
transmission ownere, Uiat all networi< transmission service revenues, whetiier colleded by MISO or directiy by the 
ti^nsmission owner, are included In tiie revenue disbibution calculation. This clarification was necessary t>ecause some 
network b'ansmission service revenues are colleded and reteined by ttansmission owners in stetes where retail choice does 
not exist, and their "unbundled" retail load is cunentiy exempt from MISO network service charges. The teriff changes filed 
with FERC ensure tiiat revenues collected by ttansmission ownere from bundled load are taken into account in the revenue 
disbibution calculation, and that tiiansmission ownere witti bundled load do not collect more tiian their revenue requiremente. 
Ak)sent the dianges, ttansmission ownere, and ultimately their customere, with unbundled load or in reteil choice stetes, 
such as ATSI, would subsidize ti'ansmission ownere with bundled load, who would colled their revenue requirement from 
bundled load, plus share in revenues cdleded by MISO firom unbundled customere. This vrauld result in a large revenue 
shortfall for ATSI, which would eventoally be passed on to customere in the fomn of higher transmission rates as calculated 
pureuant to ATSI's Attachment O fomnula under the MISO tariff. 

Numerous parties filed in support of the tariff changes, including tiie public sennce commissfons of Michigan, Ohio and 
Wisconsin. Ameren filed a protest on Decemtier 26, 2007, arguing tiiat the December 3 filing violates tiie MISO 
Transmission Ownere' Agreement as well as an agreement among Ameren (Union Eledric). MISO, and Uie Missouri Public 
Service Commission, which provides that Union Eledric's bundled load cannot be charged by MISO for network service. 
On January 31, 2008, FERC issued an order conditionally accepting the teriff amendment subjed to a minor compliance 
filing. This order ensures that ATSI will continue to receive transmission revenues from MISO equivalent to ite ti'ansmission 
revenue requirement. 

MISO Ancillary Sen/ices Mari<et and Balancing Area Consolidation 

MISO made a filing on September 14, 2007 to establish Andllary Services maricete for regulation, spinning and 
supplemental reserves, to consolidate the existing 24 balancing areas within tiie MISO footprint, and to estatDlish MISO as 
Uie NERC registered balancing autiiority for ttie region. This filing would pemnit load sen/ing entities to purchase ttieir 
operating reserve requirements in a competitive maricet. An effedive date of June 1,2008 was requested in the filing. 

MISO's previous filing to esteblish an Andllary Services maricet was rejeded without prejudice by FERC on June 22, 2007, 
sukijed to MISO providing an analysis of market power within its footprint and a plan to ensure reliability during ttie 
consolidation of balancing areas. MISO made a September 14 filing addressing tiie FERC's directives. FiretEnergy supporte 
the proposal to esteblish maricete for Ancillary Services and consolidate existing balandng areas, but filed objections on 
specific aspecte of the MISO proposal. Interventions and proteste to MISO's filing were made with FERC on October 15, 
2007. FERC conduded a technical conference on certain aspecte of tiie MISO proposal on December 6, 2007, and 
additional commente were filed by FiretEnergy and other parties on December 19. 2007. FERC action is antidpated in the 
firet quarter of 2008. 
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Duquesne's Request to Withdraw from PJM 

On November 8, 2007, Duquesne Light Company (Duquesne) filed a request witii tiie FERC to extt PJM and to join the 
MISO. In its filing, Duquesne asked FERC to be relieved of certain capacity payment obligations to PJM for capadly 
auctions conduded prior to ite departore trom PJM, but covering sennce for planning periods through May 31, 2010. 
Duquesne asserted that its primary reason for exiting PJM is to avoid paying fofore obligations created by PJM's fonivard 
capacity maricet. FirstEnergy believes tiiat Duquesne's filing did not identify or address numerous legal, finandal or 
operational issues that are implicated or affeded directiy by Duquesne's proposal. Consequentiy, on December 4.2007 and 
January 3, 2008, FiretEnergy submitted responsive filings that, while conceding Duquesne's righte to extt PJM, contested 
various aspects of Duquesne's proposal. FiretEnergy particulariy focused on Duquesne's proposal tiiat it be allowed to exit 
PJM without payment of its share of existing capadty market commitmente. FirstEnergy also objeded to Duquesne's foilure 
to address the firm transmission service requiremente that woutel be necessary for FiretEnergy to continue to use the Beaver 
Valley Plant to meet existing commttmente in tiie PJM capacity markete and to serve native load. Addttionally, FiretEnergy 
protested Duquesne's failure to identify or address a numt)er of legal, finandal or operational issues and uncertainties that 
may or will resutt for both PJM and MISO maricet partidpante. Other maricet partici|3ante also submitted filings contesting 
Duquesne's plans. 

On January 17, 2008, the FERC conditionally approved Duquesne's request to exit PJM. Among other conditions, FERC 
obligated Duquesne to pay ttie PJM capacity obligations that had accmed prior to January 17, 2008. Duquesne was given 
until February 1, 2008 to provide FERC written notice of ite intent to witiidraw and Duquesne filed tiie notice on Febmary 1^. 
The FERC's order took notice of the numerous ti^nsmission and other issues raised by FiretEnergy and other parties to ttie 
proceeding, but did not provide any responsive mlings or other guidance. Ratiier, FERC ordered Duquesne to m s ^ a 
compliance filing in forty-five days from the FERC order (or by March 3, 2008) detailing how Duquesne will satisfy ite 
obligations under the PJM Transmission Ownere' Agreement. The FERC likewise directed the MISO to submit a compliance 
filing in forty-five days (or by March 3, 2008) detailing tiie MISO's plans to integrate Duquesne into the MISO. Finally, ttie 
FERC directed MISO and PJM to woric togetiier to resolve ttie substantive and procedural issues implicated by Duquesne's 
tiansition into the MISO. On Febmary 19,2008, we asked for darific^ion or rehearing of certein of ttie matters addressed In 
FERC's January 17, 2008 OnJer. 

MISO Resource Adequacy Pmposal 

MISO made a fiiing on December 28, 2007 that would create an enforceable planning reserve requirement in the MISO teriff 
for load serving entities such as the Ohio Companies, Penn, and FES. This requirement is proposed to become effective for 
the planning year beginning June 1, 2009. The filing would pennit MISO to esteblish tiie reserve margin requirement for 
load serving entities based upon a one day loss of load in ten yeare stendard, unless tiie stete utility regulatory agency 
establishes a different planning reserve for load serving entities in its state. FirstEnergy generally supporte the jsroposal as tt 
promotes a mechanism ttiat will result in long-term commitmente from t>oth load-serving entities and resources, induding 
both generation and demand side resources that are necessary for reliable resource adequacy and ptanning in tiie MISO 
footprint. FiretEnergy does not exped ttiis filing to impose additional supply coste since Ite load serving entities in MISO are 
already bound by similar planning reserve requiremente estat)lished by ReliabilityFirst Corporation. Commente on tiie fiBng 
were filed on January 28, 2008. An effedive date of June 1, 2009 was requested in ttie filing, but MISO has requested 
FERC approval by ttie end of the firet quarter of 2008. 

Organized Wholesale Power Markets 

On Febmary 21, 2008, the FERC issued a NOPR through which ft proposes to adopt new mles that tt states will "improve 
operations in organized elecbic maricets, boost competition and bring additional benefite to consumers." The proposed mle 
addresses demand response and maricet pridng during reserve shortages, long-tenn power contracting, market-monitoring 
policies, and responsiveness of RTOs and ISOs to stakeholdere and customere. FiretEnergy has not yet had an opportonity 
to evaluate tiie impad of tiie proposed mle on Ite operations, 

11. CAPITALIZATION 

(A) COMMON STOCK 

Retained Eamings and Dividends 

As of December 31, 2007, FirstEnergy's unrestrided retained eamings were $3.5 billion. In addition to paying dividends 
fi'om reteined eamings, each of FirstEnergy's elecbic utility subsidiaries has autiiorization from the FERC to pay cash 
dividends to FiretEnergy from paid-in capitei accounts, as long as ite equity to total capitalization ratio (witiiout consideration 
of retained eamings) remains above 35%. The articles of incorporation, indentures and various otiier agreemente relating to 
tiie long-term debt and prefened stock of certain FiretEnergy subsidiaries contain provisions that could forther restiid the 
f>ayment of dividends on tiieir common stock. With tiie exception of Met-Ed, which is cunentiy in an accumuteted defidt 
position, none of tiiese provisions materially restiided FiretEnergy's subsidiaries' ability to pay cash dividends to FirstEnergy 
as of December 31,2007. 
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On December 18, 2007, the Board of Diredore increased ttie indicated annual common stock dividend to $2.20 per share, 
payable quarteriy at a rate of $0.55 per share beginning in the firet quarter of 2008. Dividends dedared in 2007 were $2.05, 
which included three quarteriy dividends of $0.50 per share paid in tiie second, tiiird and fourth quartere of 2007 and a 
quariBriy dividend of $0.55 per share payable in tiie firet quarter of 2008. Dividends declared in 2006 were $1.85, which 
included three quarteriy divfoends of $0.45 per share paid in the second, tiiird and fourth quartere of 2006 and a quarteriy 
dividend of $0.50 per share paid in ttie firet quarter of 2007. The amount and timing of all dividend dedarations are subjed 
to tiie discretion of the Boanj and ite consideration of business conditions, results of operations, finandal condttion and other 
fodore. 

(B) PREFERRED AND PREFERENCE STOCK 

FiretEnergy's and ttie Companies' preferred stock and preference stock autiiorizations are as follows: 

FirstEnergy 
OE 
OE 
Penn 
CEI 
TE 
TE 
JCP&L 
Met-Ed 
Penelec 

Prefened Stock 
Shares 

Authorized 
5,000,000 
6,000,000 
8,000,000 
1.200.000 
4,000,000 
3,000,000 

12,000.000 
15,600,000 
10,000,000 
11,435,000 

Par 
Value 
$100 
$100 
$25 
$100 

no par 
$100 
$25 

no par 
no par 
no par 

Preference Stock 
Shares 

Authorized 

8,000,000 

3,000,000 
5,000,000 

Par 
Value 

no par 

no par 
$25 

No preferred shares or preference shares are eminently outetanding. The following table details tiie change in prefemed 
shares outetanding for tiie three years ended December 31,2007. 

Balance, Januaiy 1, 2005 
Redemptions-

7.750% Series 
$7.40 Series A 
Adjusteble Series L 
Adjustable Series A 
7.625% Series 
$7.35 Series C 

Balance, December 31.2005 
Redemptions-

3.90% Series 
4.40% Series 
4.44% Series 
4.56% Series 
4.24% Series 
4.25% Series 
4.64% Series 
$4.25 Series 
$4.56 Series 
$4.25 Series 
$2,365 Series 
Adjusteble Series B 
4.00% Series 

Balance, December 31,2006 
Balance, December 31,2007 

Not Subject to 
Mandatory Redemption 

Number 
of Shares 

6,209,699 

(250,000) 
(500.000) 
(474.000) 

(1,200,000) 

3,785,699 

(152,510) 
(176,280) 
(136,560) 
(144,300) 

(40,000) 
(41,049) 
(60,000) 

(160,000) 
(50,000) 

(100,000) 
(1,400,000) 
(1,200,000) 

(125.000) 
-
-

Par or 
Steted 
Value 
(Dollars in 

$ 335 

(25) 
(50) 
(46) 
(30) 

184 

(15) 
(18) 
(14) 
(14) 

(4) 
(4) 
(6) 

(16) 
(5) 

(10) 
(35) 
(30) 
(13) 

* 

Subjc 
•Mandatory F 

Number 
of Shares 

millions) " 

167.500 

(127,500) 
(40.000) 

-

-

tc t io 
Redemption 

Par or 
Steted 
Value 

$ 17 

(13) 
(4) 

-
$ 
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(C) LONG-TERM DEBT AND OTHER LONG-TERM OBUGATIONS 

Securitized Transition Bonds 

The consolidated financial statements of FiretEnergy and JCP&L indude the resulte of JCP&L Transition Funding and 
JCP&L Transition Funding II, wholly owned limited liability companies of JCP&L. In June 2002, JCP&L Transttion Funding 
sold $320 million of transition bonds to securitize the recovery of JCP&L's bondable sttanded coste associated with tiie 
previously divested Oyster Creek Nudear Generating Station. In August 2006, JCP&L Transition Funding tl sold $182 
million of ttansltion bonds to securitize the recovery of defened coste assodated witii JCP&L's supply of BGS. 

JCP&L did not purchase and does not own any of tiie tiansition bonds, which are included as long-term debt on 
FiretEnergy's and JCP&L's Consolidated Balance Sheete. As of December 31, 2007, $397 million of tiie tiansition bonds 
were outstanding. The transition bonds are Uie sole obligations of JCP&L Transition Funding and JCP&L Transition Funding 
11 and are collateralized by each company's equity and assete, which consiste primarily of bondable tiansition property. 

Bondable transition property represents the inevocable right under New Jereey law of a utility company to charge, colled 
and receive from its customers, through a non-bypassable TBC, the principal amount and interest on tiiansition bonds and 
otiier fees and expenses associated with tiieir issuance. JCP&L sold its bondable tiansition property to JCP&L Transition 
Funding and JCP&L Transition Funding II and, as servicer, manages and administere the bondable transition property, 
including the billing, colledion and remittance of the TBC, pureuant to separate servicing agreements with JCP&L Transttion 
Funding and JCP&L Transition Funding II. For the two series of tiansition bonds, JCP&L is entitied to aggregate annual 
sen/icing fees of up to $628,000 that are payable from TBC colledions. 

Other Long-term Debt 

Each of tiie Companies, except for JCP&L, has a firet mortgage indentore under which it issues FMB secured by a dired 
firet mortgage lien on substantially all of ite property and fi^nchises, otiier tiian specifically excepted property. JCP&L 
satisfied the provision of its senior note indenture for tiie release of all FMBs held as collateral for senior notes in May 2007, 
subsequentiy repaid its other remaining FMBs and, effective September 14. 2007, discharged and released ite mortgage 
indenture. 

FiretEnergy and ite subsidiaries have various debt covenante under their respedive finandng anangemente. The most 
resbidive of the debt covenante relate to the nonpayment of interest and/or principal on debt and tiie maintenance of certain 
financial ratios. There also exist cross-defoutt provisfons among finandng arrangemente of FiretEnergy, FES and the 
Companies. 

Based on tiie amount of FMB autiienticated by tiie respective mortgage bond ttustees through December 31, 2007, ttie 
Companies' annual sinking fond requirement for all FMB issued under the various mortgage indentures amounted to 
$50 million. Penn expecte to deposit fonds with ite mortgage bond bustee in 2008 that will then be witiidrawn ujson the 
surrender for cancellation of a like principal amount of FMB, specifically autiienticated for such purposes against unfonded 
property additions or against previously retired FMB. This method can result in minor increases in the amount of tiie annual 
sinking fond requirement. Met-Ed and Penelec could folfill their sinking fond obligations by providing bondable property 
additions, previously retired FMB or cash to tiie respective mortgage bond tmstees. 

Sinking fond requirements for FMB and matoring long-tenn debt (exdudlng capitei leases) for tiie next five yeare are: 

2008 
2009 
2010 
2011 
2012 

(In milltons) 
$ 2,013 

287 
214 

1,540 
43 

Included in the table above are amounts for certein variable interest rate pollution contosi revenue bonds that currentiy l̂ ear 
interest in an interest rate mode tiiat pennite indivklual debt holdere to put ttie respective debt back to ttie issuer for 
purchase prior to maturity. These amounte are $1.7 billion and $15 million in 2008 and 2010, respedively, representing tiie 
next time the debt holders may exerdse tiiis right. The applicable pollution conttol revenue bond indentores provide ttiat 
bonds so tendered for purchase will be remarketed by a designated remariceting agent. 



Obligations to repay certain pollution conb'ol revenue bonds are secured by several series of FMB. Certain pollution conti-ol 
revenue bonds are entitied to tiie benefit of inevocable bank LOCs of $1.6 billion as of December 31, 2007, or 
noncancelable munidpal bond insurance of $593 mitlion as of December 31, 2007, to pay prindpal of, or interest on, the 
applicable pollution control revenue bonds. To the extent that drawings are made under the LOCs or tiie insurance, FGCO, 
NGC and the Companies are entitied to a credit against tiieir obligation to repay those bonds. FGCO, NGC and the 
Companies pay annual fees of 0.15% to 1.70% of tiie amounte of ttie LOCs to ttie Issuing banks and 0.15% to 0.16% of tiie 
amounte of the insurance policies to ttie insurers and are obligated to reimburee the banks or insurere, as the case may be, 
for any drawings ttiereunder. Certain of tiie issuing banks and insurere fiold FMB as security for such reimbureement 
obligations. 

CEI and TE have unsecured LOCs of approximately $194 million in connection with tiie sale and leaseback of Beaver Valtey 
Untt 2 for which they are jointiy and severally liable. OE has LOCs of $291 million and $134 million in connedion witti the 
sale and leaseback of Beaver Valley Untt 2 and Perry Unit 1, respectively. OE entered into a Credtt Agreement pureuant to 
which a standby LOC was issued in support of approximately $236 million of the Beaver Valley Unit 2 LOCs and tiie Issuer 
of the standby LOC obtained tiie right to pledge or assign participations in OE's reimbursement obligations under ttie credtt 
agreement to a tixist. The tmst then issued and sold tmst certificates to institotional investore tiiat were designed to be tiie 
credit equivalent of an investinent diredly in OE. 

12. ASSET RETIREMENT OBLiGATiONS 

FiretEnergy has recognized applicable legal obligations under SFAS 143 for nuclear power plant decommissioning, 
reclamation of a sludge disposal pond and cfosure of two coal ash disposal sites. In addition, FiretEnergy has recognized 
conditional retirement obligations (primarily for asbestos remediation) in accordance witii FIN 47, which was implemented 
on December 31, 2005. 

The ARO liability of $1.3 billion as of December 31, 2007 primarily relates to the nuclear decommissioning of the Beaver 
Valley. Davis-Besse, Peny and TMI-2 nuclear generating fedllties. FiretEnergy uses an expeded cash flow approach to 
measure the fair value of the nuclear decommissioning ARO. 

In 2006, FiretEnergy revised the ARO assodated witii Perry as a result of revisions to the 2005 decommissioning study. The 
present value of revisions in the estimated cash flows assodated with projected decommissioning coste increased the ARO 
and conesponding plant asset for Peny by $4 million. The ARO for FiretEnergy's sludge disposal pond located near the 
Bmce Mansfield Plant was revised in 2006 due to an updated cost stody. The present value of revisions in tiie estimated 
cash fiows assodated with projeded remediation coste associated witii ttie site decreased ttie ARO and conesponding 
plant asset by $6 million. In May 2006, CEI sold ite interest in the Ashtebula C plant. As part of the tiansaction, CEI settied 
the $6 million ARO that had been esteblished witii tiie adoption of FIN 47. 

FirstEnergy maintains nuclear decommissioning tmst fonds that are legally restrided for purposes of settling the nudear 
decommissioning ARO. As of December 31, 2007, the fair value of the decommissioning tmst assets was approximately 
$2.1 billion. 

FIN 47 provides accounting standards for conditional retirement obligations associated witii tangible long-lived assete, 
requiring recognition of the foir value of a liability for an ARO in the period in which it is incurred if a reasonable estimate can 
be identified. FIN 47 states that an obligation existe even tiiough there may t>e uncertainty about timing or metiiod of 
settlement and forttier clarifles SFAS 143, stating that the uncertainty sunounding tiie timing arid method of settiement when 
settlement is condttional on a foture event occuning should be refieded in tiie measurement of the liability, not in tiie 
recognition of the liability. Accounting for conditional ARO under FIN 47 is the same as described above for SFAS 143. 

FirstEnergy identified applicable fogal obligations as defined under tiie new stendard at ite active and retired generating 
untts, substation control rooms, service center buildings, line shops and office buildings, identifying asbestos remediation as 
ttie primary conditional ARO. As a result of adopting FIN 47 in December 2005, FirstEnergy recorded a conditional ARO 
liability of $57 million (including accumulated accretion for the period from the date the liability was incurred to the date of 
adoption), an asset retirement cost of $16 million (recorded as part of the canying amount of the related long-lived asset) 
and accumulated depredation of $12 million. FiretEnergy charged regulatory liabilities for $5 million upon adoption of FIN 
47 for tiie transition amounte related to establishing the ARO for asbestos removal from substation conb'ol rooms and 
service center buildings for OE, Penn, CEI, TE and JCP&L. The remaining cumulative effed adjustment for unrecognized 
depredation and accretion of $48 million was charged to income ($30 million, net of tax), - $0.09 per share of common 
stock (basic and diluted) for the year ended December 31, 2005. 
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The following teble describes tiie changes to tiie ARO balances during 2007 and 2006. 

2007 2006 
ARO Reconcfffation 

$ 
(In milltons) 

1.190 $ 
(2) 
79 

-

1,126 
(6) 
72 
(2) 

Balance at beginning of year 
Liabilities settied 
Accretion 
Revisions in estimated cash flows 
Balance at end of year $ 1.267 $ 1.190 

13. SHORT-TERM BORROWINGS AND BANK LINES OF CREDIT 

FiretEnergy had approximately $903 million of short-temn indebtedness as of December 31,2007, comprised of $800 millton 
in bonowings under a $2.75 billion revolving line of credtt and $103 million of ottier bank borrowings. Totel stiort-term bank 
lines of committed credit to FiretEnergy and tiie Compantes as of December 31,2007 were approximately $3.4 billion. 

FiretEnergy. along with certain of ite subsidiaries, are parties to a $2.75 billion five-year revolving credtt fadlity. FirstEnergy 
may request an increase in tiie total commitinente available under this facility up to a maximum of $3.25 billion. 
Commitments under the fadlity are availabie until August 24, 2012, unless the lendere agree, at the request of ttie 
bonowers, to an unlimited number of additional one-year extenstons. Generally, bonowings under tiie fadlity must be repsud 
wtthin 364 days. Available amounte for each bonower are subjed to a specified sub-limit, as well as applicat^e regulatory 
and other limitations. The annual facility fee is 0.125% 

The Companies, with the exception of TE and JCP&L, each have a wholly owned subsidiary whose borrowings are secured 
by customer accounte receivable purchased from tts respective parent company. The CEI subsidiary's borrowings are also 
secured by customer accounts receivable purchased firom TE. Each subsidiary company fias ite own receivables finandng 
anangement and, as a separate legal enti^ wtth separate creditors, would have to satisfy ite obligations to credttore before 
any of ite remaining assete could be available to its parent company. The receivables financing borrowing capadty by 
company are shown in Uie following table. There w ^ e no outetanding bomwings as of December 31,2007. 

Subsidiary Company 

OES Capital, Incorporated 
Centerior Funding Corp. 
Penn Power Funding LLC 
Met-Ed Funding LLC 
Penelec Funding LLC 

Parent 
Company 

OE 
CEi 
Penn 
Met-Ed 
Penelec 

Capacity 

(In millions) 

$ 

$ 

170 
200 

25 
80 
75 

550 

Annual 
Facility Fee 

0.15% 
0.15 
0.13 
0.13 
0.13 

The weighted average interest rates on short-term borrowings outetanding as of December 31.2007 and 2006 were 5.42% 
and 5.71%, respedively. The annual facility fees on all cunent committed short-term bank lines of credit range firom 0.125% 
to 0.15%. 

14. COMMITMENTS, GUARANTEES AND CONTINGENCIES 

(A) NUCLEAR INSURANCE 

The Price-Andereon A d limits tiie public liability relative to a single inddent at a nuclear power plant to $10.8 billion. The 
amount is covered by a combination of private insurance and an indusby retrospedive rating plan. FirstEnergy's maximum 
potential assessment under the industry rettospective rating plan would be $402 million per inckient but not more than 
$60 million in any one year for each incident 

FirstEnergy is also insured under polides for each nuclear plant Under these policies, up to $2.8 billion is provided for 
property damage and decontamination coste. FiretEnergy has also obtained approximately $2.0 billion of insurance 
coverage for replacement power coste. Under these policies. FiretEn^gy can be assessed a maximum of approximately 
$81 million for incidents at any covered nudear facility occurring during a pdicy year which are in excess of accumulated 
fonds available to the insurer for paying losses. 

FiretEnergy intends to maintain insurance against nuclear risks, as described above, as long as it is availabte. To tiie extent 
Uiat replacement power, property damage, decontamination, repair and replacement coste and otiier such coste arising from 
a nuclear incident at any of FirstEnergy's plante exceed tiie policy limits of the Insurance In effed with resped to that plant, 
to Uie extent a nudear incident is detennined not to be covered by FIrstEnergy's insurance polides, or to tiie extent such 
insurance becomes unavailable in the foture, FirstEnergy would remain at risk for such costs. 
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(B) GUARANTEES AND OTHER ASSURANCES 

As part of nonnal business activitfos, FiretEnergy entere into various agreemente on behatt of ite subsidiaries to provide 
finandal or performance assurances to third parties. These agreemente Include conttad guarantees, surety bonds and 
LOCs. As of December 31, 2007, outstanding guarantees and other assurances aggregated approximately $4.5 billion, 
consisting of parental guarantees - $1.0 billion, subsidiaries' guarantees - $2.7 billion, surety txDnds - $0.1 billion and LOCs -
$0.7 billion. 

FiretEnergy guarantees energy and energy-related |?aymente of ite subsidiaries involved in en^gy commodity activtties 
principally to fadlitate normal physical ttansactions involving electricity, gas, emission allowances and coal. FiretEnergy also 
provides guarantees to various providere of credit support for subsidfory financings or refinancings of coste related to the 
acquisition of property, plant and equipment. These agreemente legally obligate FirstEnergy to folfill the obligations of those 
subsidiaries direcUy involved in energy and energy-related ttansadions or financing where tiie law might othenArise limit tiie 
counterparties* daims. ff demands of a counterparty were to exceed Uie ability of a subsidiary to satisfy existing obligations, 
FirstEnergy's guarantee enables tiie counterparty's legal claim to be satisfied by otiier FiretEnergy assete. The likelihood is 
remote that such parental guarantees of $0.5 billion (included in the $1.0 billion discussed above) as of December 31,2007 
would increase amounte ottienvise payable by FiretEnergy to meet ite obligations incuned in connedion with financings and 
ongoing energy and energy-related adivities. 

While these types of guarantees are normally parentel commitments for the fotore payment of subsidiary obligations, 
subsequent to tiie occunence of a credit rating-downgrade or "material adverse evenf tiie immediate posting of cash 
collateral or provision of an LOC may be required of tiie subsidiary. As of December 31, 2007, FiretEnergy's maximum 
exposure under these collateral provisions was $402 million. 

Most of FiretEnergy's surety bonds are backed by various indemnities common wittiin the insurance indusby. Surety bonds 
and related FiretEnergy guarantees of $73 million provide additional assurance to outeide parties that confaBdual and 
statutory obligations will be met in a number of areas including consttudion jobs, environmental commitinente and various 
retail ttansadions. 

FiretEnergy has also guaranteed tiie obligations of the operatore of tiie TEBSA projed, up to a maximum of $6 million 
(subjed to escalation) under the projed's operations and maintenance agreement. In connection with the sale of TEBSA in 
January 2004, tiie purchaser indemnified FiretEnergy against any loss under ttiis guarantee. FiretEnergy has also provided 
an LOC ($19 million as of December 31, 2007), which is renewable and dedines yeariy based upon the senfor outstanding 
debt of TEBSA. 

On July 13, 2007, FGCO completed the sale and leaseback for ite 93.825% undivided interest in Bmce Mansfield Unit 1 
(see Note 6). FES has unconditionally and inevocably guaranteed all of FGCO's obligations under each of ttie leases. The 
related lessor notes and pass through certificates are not guaranteed by FES or FGCO, but the notes are secured by, 
among other tilings, each lessor tmst's undivided interest in Untt 1, righte and intereste under tiie applicable lease and righte 
and intereste under other related agreemente, induding FES' lease guaranty. 

(C) ENVIRONMENTAL MATTERS 

Various federel, state and focal authorities regulate FiretEnergy witii regard to air and water qualtty and other environmental 
mattere. The effecte of compliance on FiretEnergy with regard to environmental mattere could have a material adveree effed 
on RretEnergy's eamings and competrtive posttion to tiie extent that it competes witii companies that are not subjed to such 
regulations and. tiierefore, do not bear the risk of costs associated witii compliance, or failure to comply, witii such 
regulations. FirstEnergy estimates capitei expenditures for environmental compliance of approximately $1.4 billion for the 
period 2008-2012. 

FiretEnergy accmes environmental liabilities only when it concludes that it is probable tiiat it has an obligation for such costs 
and can reasonably estimate ttie amount of such coste. Unasseri^ daims are refieded in FiretEnergy's determination of 
environmental liabilities and are accmed in tiie period tiiat tiiey become botti probable and reasonably estimable. 

Clean Air Act Compliance 

FirstEnergy is required to meet federally-approved SO2 emissions regulations. Violations of such regulations can result in 
the shutoown of the generating unit involved and/or civil or criminal penalties of up to $32,500 for each day Uie unit is in 
violation. The EPA has an interim enforcement policy for SO2 regutetions in Ohio that allows for compliance based on a 30-
day averaging period. FirstEnergy believes it is cunentiy in compliance with this policy, but cannot predid what action the 
EPA may take in the future with resped to tiie Interim enforcement policy. 
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The EPA Region 5 issued a Finding of Violation and NOV to the Bay Shore Power Plant dated June 15, 2006, alleging 
violations to various sedions of the Clean Air Ad. FiretEnergy has disputed ttiose alleged violatfons based on ite Ctean Air 
A d pennit, tiie Ohio SIP and ottier information provided to the EPA at an August 2006 meeting with the EPA. The EPA has 
several enforcement options (adminisb-ative compliance order, adminisb^tive penalty order, and/or judfoial, civil or criminal 
adion) and has indicated that such option may depend on ttie time needed to achieve and demonstrate compliance with tiie 
mles alleged to have been violated. On June 5, 2007, tiie EPA requested anotiier meeting to discuss "an appropriate 
compliance program" and a disagreement regarding tiie opactty limit applicabte to the common stack for Bay Shore Unite 2, 
3 and 4. 

FiretEnergy complies with SO2 redudion requiremente under tiie Clean Air A d Amendmente of 1990 by burning lower-sutfor 
foel, generating more eledricity from lower-emitting plante, and/or using emission allowances. NOx reductions required by 
tiie 1990 Amendments are being achieved through combustion conti-ols and the generation of more electridty at lower-
emitting plants. In September 1998, tiie EPA finalized regulations requiring additional NOx reductions at FirstEnergy's 
facilities. The EPA's NOx Transport Rule imposes unttbrm reductions of NOx emissions (an approximate 85% reduction in 
utility plant NOx emissions from projeded 2007 emissions) across a region of nineteen stetes (including Michigan, New 
Jereey, Ohio and Pennsylvania) and tiie Distiid of Columbia based on a conclusion that such NOx emissions are 
conbibuting significantty to ozone levels in the eastem United States. FiretEnergy believes ite focilities are also complying 
witii the NOx budgets established under SIPs ttirough combustion controls and post-combustion controls. Including 
Selective Catalytic Reduction and SNCR systems, and/or using emission allowances. 

On May 22, 2007, FirstEnergy and FGCO received a notice letter, required 60 days prior to tiie filing of a dtizen suit under 
the federal Clean Air Act alleging violations of air pollution laws at the Bmce Mansfield Plant, induding opadty limitations. 
Prior to the receipt of this notice, tiie Plant was subjed to a Consent Order and Agreement witii the Pennsylvania 
Department of Environmental Protection conceming opacity emissions under which efforts to achieve compliance witti the 
applicable laws will continue. On October 16, 2007, PennFutore filed a complaint joined by tiiree of ite membere, in ttie 
United States Distiid Court for the Westem Distrid of Pennsylvania. On January 11, 2008, FirstEnergy filed a motion to 
dismiss claims alleging a public nuisance. FGCO is not required to respond to other claims until the Court mles on tiiis 
motbn to dismiss. 

On December 18, 2007, tiie state of New Jereey filed a Clean Air A d cttizen suit alleging new source review violations at tiie 
Portiand Generation Station against Reliant (the cunent owner and operator). Sitiie Energy (the purchaser of ttie Portland 
Station fi'om Met-Ed in 1999), GPU, Inc. and Met-Ed. Specifically, New Jereey alleges tiiat "modifications" at Portiand Unite 
1 and 2 occuned between 1980 and 1995 without preconstiuction new source review or permitting required by tiie Clean Air 
Ad's prevention of significant deterioration program, and seeks injunctive r^ief, penalties, attorney fees and mitigation of tiie 
hamn caused by excess emissions. Altiiough tt remains liable for dvil or criminal penalties and fines Uiat may be assessed 
relating to events prior to the sale of the Portland Station in 1999, Met-Ed is indemnified by Sitiie Energy against any ottier 
liability arising under the CAA whether it arises out of pre-1999 or post-1999 evente. 

National Ambient Air Quality Standards 

In March 2005, Uie EPA finalized tiie CAIR covering a total of 28 states (induding Michigan, fstew Jersey, Ohfo s id 
Pennsylvania) and the District of Columbia based on proposed findings that air emissions finom 28 eastem stetes and tiie 
Distrid of Columbia significantly contribute to non-attainment of the hJAAQS for fine partides and/or tiie "S-hour" ozone 
NAAQS in other states. CAIR requires reductions of NOx and SO2 emissions in two phases (Phase I in 2009 for NOx, 2010 
for SO2 and Phase II in 2015 for both NOx and SO2). FirstEnergy's Michigan, Ohio and Pennsylvania fossil gen^-ation 
facilities will be subject to caps on SO2 and NOx emissions, whereas ite New Jersey fossil generation fadltty will be subjed 
fo only a cap on NOx emissions. According to the EPA, SO2 emissions will be reduced by 45% (from 2003 lev^s) by 2010 
across tiie states covered by the mle, with redudions reaching 73% {from 2003 levels) by 2015, capping SO2 enussfons In 
affeded states to just 2.5 million tons annually. NOx emissions will be reduced by 53% (from 2003 levels) by 2009 acn>ss 
Uie states covered by Uie mle, with redudions reaching 61% (from 2003 levels) by 2015, achieving a regional NOx cap of 
1.3 million tons annually. CAIR has been challenged in tiie United States Court of Appeals for the Distrid of Columbia. Tlie 
fotore cost of compliance with tiiese regulations may t>e substantial and may depend on the outcome of this litigation and 
how CAIR is ultimately implemented. 

103 



Mercury Emissions 

In December 2000, the EPA announced tt would proceed with the development of regulations regarding hazardous air 
pollutante fi'om eledric power plante, identifying mercury as tiie hazardous air pollutant of greatest concem. In March 2005, 
tiie EPA finalized the CAMR, which provides a cap-and-trade program to reduce mercury emissions from coal-fired power 
plante in tiA^ phases; inttially, capping national mercury emissions at 38 tons by 2010 (as a "co-benefit" fii^m implementation 
of SOz and NOx emission caps under tiie EPA's CAIR program) and 15 tons per year by 2018. Several stetes and 
environmentel groups appealed CAMR to tiie United States Court of Appeals for tiie Distiid of Columbia, which on Febmary 
8, 2008, vacated CAMR mling that the EPA failed to take tiie necessary steps to "de-lisf coal-fired power plante from ite 
hazardous air pollutant program and, tiierefore, could not promulgate a cap and trade program. The EPA must now seek 
judicial review of that mling or take regulatory action to pn>mulgate new mercury emission standards for coal-fired power 
plante. FGCO's future cost of compliance witii mercury regulations may be substantial and will depend on the adion taken 
by the EPA and on how tiiey are ultimately implemented. 

Pennsylvania has submitted a new mercury mle for EPA appnDval that does not provide a cap-and-trade approach as in the 
CAMR, but rather follows a command-and-contrd approach imposing emission limits on individual sources. It is antidpated 
tiiat compliance witii these regulations, if approved by tiie EPA and implemented, would not require tiie addition of mercury 
controls at tiie Bmce Mansfield Plant, FiretEnergy's only Pennsylvania coal-fired power plant until 2015, if at all. 

W. H. Sammis Plant 

In 1999 and 2000, the EPA issued an NOV and the DOJ filed a dvil complaint against OE and Penn based on operation 
and maintenance of the W.H. Sammis Plant (Sammis NSR Litigation) and filed similar complainte involving 44 otiier U.S. 
power plante. This case, along with seven ottier similar cases, are refened to as tiie New Source Review (NSR) cases. 

On March 18, 2005, OE and Penn announced that they had reached a setUement witti the EPA, tiie DOJ and three states 
(Connecticut, New Jersey and New Yori<) tiiat resolved all issues related to tiie Sammis NSR litigation. This setUement 
agreement, which is in tiie form of a consent decree, was approved by the court on July 11, 2005, and requires reductions 
of NOx and SO2 emissions at ttie Sammis, Burger, Eastlake and Mansfield coal-fired plante tiirough the installation of 
pdlution control devices and provides for stipulated penalties tor failure to install and operate such pollution contix)ls in 
accordance witii Uiat agreement Consequently, if FiretEnergy fails to install such pollution control devices, for any reason, 
including, but not limited to, tfie failure of any third-parly contî actor to timely meet its delivery obligations for such devices, 
FiretEnergy could be exposed to penalties under tiie Sammis NSR Litigation consent decree. Capital expenditores 
necessary to complete requirements of tiie Sammis NSR Litigation consent decree are currentiy estimated to be $1.3 billion 
for 2008-2012 ($650 million of which is expeded to be spent during 2008, witti the largest portion of ttie remaining 
$650 million expeded to be spent in 2009). This amount is included in the estimated capital expenditores for environmental 
compliance referenced above. 

The Sammis NSR Litigation consent decree also requires FiretEnergy to spend up to $25 mitlion toward environmentally 
beneficial projecte, $14 million of which is satisfied by entering into 93 MW (or 23 MW if federal tax credits are not 
applicable) of wind energy purchased power agreements with a 20-year temn. An initial 16 MW of the 93 MW consent 
decree obligation was satisfied during 2006. 

On August 26, 2005, FGCO entered into an agreement with Bechtel Power Corporation, or Bechtel, under which Bechtel will 
engineer, procure and consbud AQC systems for the redudion of SO2 emissions. FGCO also entered into an agreement 
with Babcock & Wilcox Company, or B&W, on August 25,2006 to supply flue gas desulfurization systems for ttie redudfon 
of SOa emissions. SCR systems for the redudion of NOx emissions are also being installed at the Sammis Plant under a 
1999 Agreement witti B&W. 

On April 2, 2007, the United States Supreme Court mied tfiat changes In annual emissions (in tons/year) ratiier than 
changes in houriy emissions rate (in kilograms/hour) must be used to detennine whether an emissions increase biggere 
NSR. Subsequentiy, on May 8, 2007, tiie EPA proposed to change tiie NSR regulations to utilize changes in the houriy 
emission rate (in kilograms/hour) to determine whether an emissions increase triggere NSR. The EPA has not yet issued a 
final regulation. FGCO's future cost of compliance witii those regulations may be substential and will depend on how they 
are ultimately implemented. 

Climate Change 

In December 1997, delegates to ttie United Nations' climate summit in Japan adopted an agreement, tiie Kyoto Protocol, 
to address global warming by reducing the amount of man-made GHG emitted by developed countries by 2012. The 
United States signed ttie Kyoto Protocol in 1998 but it failed to receive tiie two-thirds vote required for ratification by tiie 
United States Senate. However, the Bush administration has committed the United States to a voluntary climate change 
sbategy to reduce domestic GHG intensity - the ratio of emissions to economic output - by 18% tiirough 2012. In 
addition, tiie EPACT established a Committee on Climate Change Technology to coordinate federal climate change 
adivities and promote the development and deployment of GHG reducing technologies. 
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There are a number of initiatives to reduce GHG emissions under consideration at the federal, state and intemational 
level. At the intemational level, efforts to reach a new global agreement to reduce GHG emissfons post-2012 have 
begun with the Bali Roadmap, which outlines a two-year process designed to lead to an agreement in 2009. At the 
federal level, membere of Congress have inttoduced several bills seeking to reduce emissions of GHG in the United 
States, and the Senate Environmental and Public Works Committees have passed one such bill. Stete adivities, 
primarily ttie northeastern states participating in tiie Regional Greenhouse Gas Initiative and westem states led by 
Califomia, have coordinated efforts to develop regional strategies to control emissions of certein GHGs. 

On April 2, 2007, the United States Supreme Court found that tiie EPA has the authority to regulate CO2 emissions from 
automobiles as "air pollutants" under Uie Clean Air Ad. Altiiough this dedsion did not address CO2 emissions from eledric 
generating plante, ttie EPA has similar authority under the Clean Air A d to regulate "air pollutante" from those and other 
facilities. 

FiretEnergy cannot currently estimate the flnandal impad of climate change policies, altiiough potential legislative or 
regulatory programs restriding CO2 emissions could require significant cajp t̂al and otiier expendttures. The CO2 emissions 
per KWH of eledricity generated by FiretEnergy is lower tiian many regional competitore due to ite divereified generation 
sources, which include low or non-C02 emitting gas-fired and nuclear generatore. 

Clean Water Act 

Various water quality regulations, the majority of which are the result of the federal Clean Water A d and ite amendmente, 
apply to FiretEnergy's plants. In addition, Ohio, New Jersey and Pennsylvania have water quality standards applicabte to 
FiretEnergy's operations. As provided in tiie Clean Water Ad , authority to grant feder^ National Pollutant Discharge 
Elimination System water discharge pennlts can be assumed by a state. Ohio, New Jersey and Pennsylvania have 
assumed such authority. 

On September 7, 2004, ttie EPA established new performance stendands under Section 316(b) of the Ctean Water A d for 
reducing impads on fish and shelttish from cooling water intake stmdures at certain existing large eledric generatfog plante. 
The regulations call for redudions in impingement mortality (when aquatic organisms are pinned against screens or other 
parte of a cooling water intake system) and entrainment (which occure when aquatic life is drawn into a fadlity's cooling 
water system). On January 26, 2007, the United States Court of Appeals for tiie Second Circuit remanded portions of tiie 
mlemaking dealing witii impingement mortality and entrainment back to the EPA for forther mlemaking and eliminated the 
restoration option fi*om tiie EPA's regulations. On July 9, 2007, Uie EPA suspended this mle, noting tiiat until forttier 
mlemaking occurs, pemiitting authorities should continue ttie exfeting practice of applying their best professional judgment 
(BPJ) to minimize impacts on fish and shelttish from cooling water intake shudures. FiretEnergy is evaluating various control 
options and their costs and effectiveness. Depending on tiie outcome of such stodies, the EPA's further mlem^ng and any 
adion taken by the states exercising BPJ, the foture cost of compliance with these standards may require material capttal 
expenditores. 

Regulation of Hazardous Waste 

As a result of the Resource Conservation and Recovery A d of 1976, as amended, and ttie Toxic Substences Control A d of 
1976, federal and stete hazanjous waste regulations have been promulgated. Certein fossil-fuel combustion waste 
produds, such as coal ash, were exempted firom hazanjous waste disposal requiremente pending the EPA's evaluatbn of 
ttie need for future regulation. The EPA subsequentiy detennined that regulation of coal ash as a hazardous waste is 
unnecessary. In April 2000, the EPA announced Uiat it will develop national stendards regulating disposal of coal ash under 
its authority to regulate non-hazardous waste. 

Under NRC regulations, FirstEnergy must ensure tiiat adequate fonds will be available to decommission ite nuctear fadlities. 
As of December 31, 2007, FiretEnergy had approximately $1.5 billion invested in extemal tmste to be used fi:>r the 
decommissioning and environmental remediation of Davis-Besse. Beaver Valley and Perry. As part of tiie application to the 
NRC to transfer the ownerehip of these nuclear faciltties to NGC in 2005, RrstEnergy agreed to conbK^ute another $80 
million to Uiese busts by 2010. Consistent witii NRC guidance, utilizing a "real" rate of retom on these fonds of 
approximately 2% over infiation, tiiese tmste are expected to exceed the minimum decommissioning fonding requiremente 
set by the NRC. Conservatively, these estimates do not indude any rate of retom that tiie tiuste may eam over the 20-year 
plant usefol life extensions Uiat FiretEnergy (and Exelon for TMI-1 as it relates to the timing of tiie decommisstoning of TMI-
2) seeks for tiiese facilities. 

105 



The Companies have been named as PRPs at waste dis|X}sal sites, which may require deanup under tiie Comprehensive 
Environmentel Response, Compensation, and Liability A d of 1980. Allegations of disposal of hazardous substances at 
historical sttes and ttie liability involved are often unsubstantiated and subjed to dispute; however, federal law provides ttiat 
all PRPs for a particular site may be liable on a joint and several basis. Therefore, environmental liabiltties that are 
considered probable have been recognized on the Consolidated Balance Sheet as of December 31, 2007, based on 
estimates of the total coste of deanup, tiie Companies' proportionate responsibility for such coste and tiie financial ability of 
other unaffiliated entities to pay. In addition, JCP&L has accmed liabilities of approximately $56 million for environmental 
remediation of fonner manufadured gas plante in New Jereey; Uiose coste are being recovered by JCP&L through a non-
bypassable SBC. Total liabilities of approximately $93 million have been accmed tiirough December 31, 2007. 

(D) OTHER LEGAL PROCEEDINGS 

Power Outages and Related Litigation 

In July 1999, tiie Mid-Atiantic States experienced a severe heat wave, which resulted in power outages throughout ttie 
service territories of many eledric utilities, including JCP&L's territory. In an investigation into the causes of ttie outages and 
ttie reliability of the bransmission and disbibution systems of all four of New Jereey's eledric utilities, ttie NJBPU concluded 
ttiat there was not a prima fade case demonsttating that, overall, JCP&L provided unsafe, inadequate or improper servbe to 
ite customere. Two class adion lawsuite (subsequentiy consolidated into a singte proceeding) were filed in New Jereey 
Superior Court in July 1999 against JCP&L, GPU and other GPU companies, seeking compensatory and punitive damages 
arising from ttie July 1999 service intenuptions in ttie JCP&L tenitory. 

In August 2002. the trial court granted partial summary judgment to JCP&L and dismissed the plaintiffs' daims for consumer 
fi^ud, common law fi^ud, negligent misrepresentation, and strid produd liability. In November 2003, the tiial court granted 
JCP&L's motion to decertify ttie class and denied plaintiffs' motion to permtt into evidence their dass-wide damage model 
indicating damages in excess of $50 million. These class decertification and damage mlings were appealed to the Appellate 
Division. The Appellate Division issued a decision in July 2004, affirming tiie decertification of the originally certified dass, 
but remanding for certification of a dass limited to those customers directiy impacted by tiie outages of JCP&L transformere 
in Red Bank, NJ, based on a common incident involving the failure of ttie bushings of two large ttansfomnere in the Red 
Bank substation resulting in planned and unplanned outages in tiie area during a 2-3 day period. In 2005, JCP&L renewed 
ite motion to decertify tiie class based on a very limited number of dass memt)ere who Incuned damages and also filed a 
motion for summary judgment on Uie remaining plaintiffs' daims for negligence, breach of contrad and punitive damages. In 
July 2006, the New Jereey Superior Court dismissed tiie punitive damage claim and again decertified the dass based on 
the fad tiiat a vast majority of tiie class membere did not suffer damages and those that did would be more appropriately 
addressed in Individual actions. Plaintiffs appealed this mling to tiie New Jersey Appellate Division which, in March 2007, 
reversed the decertification of tiie Red Bank dass and remanded Uiis matter back to the Trial Court to allow plaintiffs 
suffident time to establish a damage model or individual proof of damages. JCP&L filed a petition for allowance of an 
appeal of the Appellate Division mling to the New Jersey Supreme Court which was denied in May 2007. Proceedings are 
continuing in tiie Superior Court FiretEnergy is defending this class action but is unable to predid the outcome of this 
matter. No liability has been accmed as of December 31,2007. 

On August 14, 2003, various stetes and parte of soutiiem Canada experienced widespread power outeges. The outeges 
affeded approximately 1.4 miliion customere in FiretEnergy's service area. The U.S. - Canada Power System Outage Task 
Force's final report in April 2004 on the outages concluded, among other things, that the problems leading to tiie outeges 
began in FiretEnergy's Ohio service area. Specttically, the final report concluded, among other things, that ttie initiation of 
the August 14, 2003 power outages resulted from an alleged failure of both FiretEnergy and ECAR to assess and 
understand perceived inadequades wittiin the FiretEnergy system; inadequate sitoational awareness of the developing 
conditions; and a perceived failure to adequately manage bree growtii in certain ti'ansmission righte of way. The Task Force 
also conduded that there was a failure of the interconneded grid's reliability organizations (MISO and PJM) to provide 
effedive real-time diagnostic support. The final report is publicly available ttirough the Department of Energ/s Web site 
(www.doe.gov). FiretEnergy believes tiiat tiie final report does not provide a complete and comprehensive picture of the 
conditions ttiat contiibuted to the August 14, 2003 power outages and that it does not adequately address the undertying 
causes of ttie outages. FiretEnergy remains convinced that ttie outages cannot be explained by evente on any one utility's 
system. The final report conteined 46 "recommendations to prevent or minimize the scope of foture blackoute." Forty-five of 
those recommendations related to broad industry or policy mattere while one, including subparte, related to activities the 
Task Force recommended be undertaken by FiretEnergy, MISO, PJM, ECAR, and o^er parties to coned the causes of tiie 
August 14, 2003 power outages. FiretEnergy implemented several initiatives, botii prior to and since ttie August 14, 2003 
power outages, which were independently verified by NERC as complete in 2004 and were consistent witii these and other 
recommendations and colledively enhance the reliability of ite eledric system. FiretEnergy's implementation of these 
recommendations in 2004 included completion of Uie Task Force recommendations that were directed toward FiretEnergy. 
FiretEnergy is also proceeding wtth the implementation of tiie recommendations that were to be completed subsequent to 
2004 and will continue to periodically assess tiie FERC-ordered Reliability Study recommendations for forecasted 2009 
system conditions, recognizing revised load forecaste and other changing system condttbns which may impact the 
recommendations. Thus for, implementation of the recommendations has not required, nor is expeded to require, 
substantial investment in new or material upgrades to existing equipment. The FERC or otiier applicable govemment 
agendes and reliability coordinatore may, however, teke a different view as to recommended enhancemente or may 
recommend additional enhancemente in the foture that could require addttional material expenditores. 
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On Febmary 5, 2008, the PUCO entered an order dismissing four separate complaint cases before tt relating to the 
August 14, 2003 power outages. The dismissal was filed by tiie complainants in accordance with a resolution reached 
between the FiretEnergy companies and the complainants in those four cases. Two of those cases which were originally 
filed in Ohio State courts involved individual complainants and were subsequentiy dismissed for tack of subjed matter 
jurisdiction. Further appeals were unsuccessfol. The other two complaint cases were filed by various insurance caniere 
eitiier in ttieir own name as subrogees or in the name of their insured, seeking reimbureement from various FirstEnergy 
companies (and, in one case, from PJM, MISO and AEP, as well) fbr claims paid to insureds for damages allegedly 
arising as a result of ttie loss of power on August 14, 2003. (Also relating to the August 14. 2003 power outages, a fifth 
case, involving another insurance company was voluntarily dismissed by the daimant in April 2007; and a sixtti case, 
involving the claim of a non-customer seeking reimbureement for losses incurred when hs store was burgterized on 
August 14, 2003 was dismissed by the court.) The order dismissing the PUCO cases, noted above, condudes all 
pending litigation related to the August 14, 2003 outages and the resolution will not have a material adverse effed on the 
financial condition, results of operations or cash fiows of either FirstEnergy or any of its subsidiaries. 

Nuclear Plant Matters 

On May 14. 2007, the Office of Enforcement of ttie NRC issued a Demand for Infonnation (DFI) to FENOC, following 
FENOC's reply to an April 2, 2007 NRC request for information, about two reports prepared by expert wttnesses for an 
insurance arbib-ation (the insurance claim was subsequentiy witiidrawn by FiretEnergy in December 2007) related to Davis-
Besse. The NRC indicated ttiat this information was needed for ttie NRC "to detennine whether an Order or otiier action 
should be taken pursuant to 10 CFR 2.202, to provide reasonable assurance that FENOC will continue to operate tts 
licensed facilities in accondance witii tiie temns of ite licenses and the Commission's regulations." FENOC was direded to 
submit ttie infonnation to tiie NRC wittiin 30 days. On June 13, 2007, FENOC filed a response to tiie NRC's Demand for 
Information reaffimiing that It accepte foil responsibility for the mistakes and omissions leading up to the damage to the 
reactor vessel head and that it remains committed to operating Davis-Besse and FiretEnergy's ottier nudear plante safely 
and responsibly. FENOC submitted a supplemental response darifying certain aspeds of ttie DFI response to tiie NRC on 
July 16, 2007. On August 15, 2007, the NRC issued a confirmatory order imposing these commttmente. FENOC must 
infonn tiie NRC's Office of Enforcement after it completes the key commihnents embodied in tiie NRC's order. FENOC's 
compliance witii these commitments is subjed to fotore NRC review. 

Other Legal Matters 

There are various lawsuite, claims (including cteims for asbestos exposure) and pnxeedings related to FiretEnergy's normal 
business operations pending against FiretEnergy and ite subsidiaries. The other potentially material items not otiierwise 
discussed above are described below. 

On August 22,2005, a class action complaint was filed against OE in Jefferson County. Ohio Common Pleas Court, seeking 
compensatory and punitive damages to be detennined at tiial based on daims of negligence and eight ottier tort counte 
alleging damages from W.H. Sammis Plant air emissions. The two named plaintiffs are also seeking injunctive relief to 
eliminate harmful emissions and repair property damage and tiie institution of a medical monitoring program for dass 
membere. On April 5, 2007, the Court rejected the plaintifte' request to certify this case as a class action and, accordingly, 
did not appoint the plaintiffs as dass representetives or ttieir counsel as class counsel. On July 30, 2007, plainttfls' counsel 
voluntarily withdrew tiieir request for reconsideration of the April 5, 2007 Court order denying dass certification and the 
Court heard oral argument on the plaintifls' motion to amend their complaint which OE has opposed. On August 2,2007, the 
Court denied ttie plaintiffs' motion to amend ttieir complaint The plaintiffs have appealed the Court's denial of tiie motion for 
certification as a class adion and motion to amend tiieir complaint 

JCP&L's bargaining unit employees filed a grievance chalfonging JCP&L's 2002 call-out procedure ttiat reqUred bargaining 
unit employees to respond to emergency power outages. On May 20. 2004, an ariDitration panel concluded tiiat the cedl-out 
procedure violated tiie parties' colledive bargaining agreement. At the conclusion of the Junel , 2005 hearing, the 
ari^itration panel decided not to hear testimony on damages and dosed the proceedings. On September 9, 2005, the 
ari^itration t̂ anel issued an opinion to award approximately $16 million to tiie bargaining unit empbyees. On Febmary 6, 
2006, a federal distrid court granted a union motion to dismiss, as premature, a JCP&L appeal of the awand filed on 
Odober 18, 2005. A final order identifying Uie individual damage amounts was issued on Odober 31, 2007. The award 
appeal process was initiated. The union filed a motion witti the federal court to confimri the award and JCP&L filed ite 
answer and counterclaim to vacate the award on December 31,2007. The court is expeded to issue a briefing schedule at 
its April 2008 scheduling conference. JCP&L recognized a liabiltty for the potential $16 million award in 2005. 

ff it were uttimately detennined that FiretEnergy or ite subsidiaries have legal liabiltty or are othenMse made subjed to 
liability based on the above mattere, it could have a material adveree effed on FiretEnergy's or ite subsidiaries' finandal 
condition, resulte of operations and cash fiows. 
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15. FIRSTENERGY INTRA-SYSTEM GENERATION ASSET TRANSFERS 

In 2005, tiie Ohio Companies and Penn b-ansfened their resi^ective undivided ownerehip intereste in FiretEnergy's nuclear 
and non-nudear generation assete to NGC and FGCO, respectively. All of the non-nudear assete were ti'ansfened to 
FGCO under the purchase option temris of a Master Facility Lease between FGCO and the Ohio Companies and Penn, 
under which FGCO leased, operated and mainteined the assete that tt now owns. CEI and TE sold ttieir intereste in nuclear 
generation assete at net book value to NGC, while OE and Penn transfened tiieir intereste to NGC tiirough an asset spin-off 
in ttie form of a dividend. On December 28, 2006, ttie NRC approved ttie ti^nsfer of ownerehip in NGC from FiretEnergy to 
FES. Effective December 31, 2006, NGC is a wholly owned subsidiary of FES and second tier subsidiary of FiretEnergy. 
FENOC continues to operate and maintain the nudear generation assete. 

Atthough tiie generating plant intereste ttansferred in 2005 did not indude leasehold intereste of CEI, OE and TE in certein 
of ttie plante that are subjed to sale and leaseback arrangements entered into in 1987 with non-affiliates, effective 
Odober 16, 2007, CEI and TE assigned their leasehold intereste in tiie Bmce Mansfield Plant to FGCO. FGCO assumed all 
of CEl's and TE's obligations arising under tiiose teases. FGCO subsequentty ti'ansfened the Unit 1 |x>rtion of tiiese 
leasehold interests, as well as FGCO's leasehold interests under tts July 13, 2007 Bmce Mansfield Unit 1 sate and 
leaseback transaction, to a newly fonned wholly-owned subsidiary on December 17, 2007. The subsidiary assumed all of 
the lessee obligations assodated witti tiie assigned intereste. However, CEI and TE remain primarily liable on Uie 1987 
leases and related agreemente. FGCO remains primarily liable on the 2007 leases and related agreemente, and FES 
remains primarily liable as a guarantor under tiie related 2007 guarantees, as to tiie lessore and other parties to ttie 
respedive agreemente. 

These ttansactions above were undertaken pureuant to tiie Ohio Companies' and Penn's restiuduring plans that were 
approved by Uie PUCO and tiie PPUC, respedively, under applicable Ohio and Pennsylvania elecbic utility restixiduring 
legislation. Consistent wtth ttie resttuduring plans, generation assets tiiat had been owned by ttie Ohio Companies and 
Penn were required to be separated fi-om the regulated delivery business of those companies ttirough transfer or sale to a 
separate corporate entity. The ttansadions essentially completed the divestitures of owned assete contemplated by the 
restmduring plans by ttansfening the ownerehip intereste to NGC and FGCO wtthout impeding ttie operation of tiie plante. 
The fa'ansfere were inbacompany transadions and, therefore, had no Impad on our consolidated resulte. 

16. SEGMENT INFORMATION 

FiretEnergy has three reporteble operating segmente: energy delivery sen/ices, competitive energy sen^ices and Ohio 
transitional generation services. The "Otiier" segment primarily consiste of telecommunications services and other non-core 
assete. The assets and revenues for tiie ottier business o|:>eratlons are below ttie quanttflable threshold for operating 
segmente for separate disdosure as "reportable operating segments." 

The energy delivery services segment designs, consbuds, operates and maintains FiretEnergy's regulated ti'ansmission 
and disbibution systems and is responsibte for the regulated generation commodity operations of FiretEnergy's 
Pennsylvania and New Jereey eledric utility subsidiaries. Ite revenues are primarily derived fi'om the delivery of eledridty. 
cost recovery of regulatory assets and default sen/ice eledric generation sales to non-shopping customere in its 
Pennsylvania and New Jereey franchise areas. Its resutts refied the commodtty coste of securing eledric generation from 
FES under partial requiremente purchased power agreements and non-affiliated power suppliere as well as the net PJM 
transmission expenses related to tiie delivery of tiiat generation load. 

The competitive energy services segment supplies eledric power to ite eledric utility affiliates, provides competitive eledric 
sales primarily in Ohio, Pennsylvania, Maryland and Michigan, owns or leases and operates FirstEnergy's generating 
fadlities and purchases eledrictty to meet ite sales obligations. The segment's net Income is primarily derived from the 
afflliated company PSA sales and the non-affiliated eledric generation sales revenues foss the related coste of eledricity 
generation, including purchased power and net transmission (including congestion) and andllary coste charged by PJM and 
MISO to deliver eledricity to tiie segment's customere. The segment's intemal revenues represent the affiliated company 
PSA sales. 

The Ohio transitional generation services segment represente the regulated generation commodity operations of 
FiretEnergy's Ohio eledric utiltty subsidiaries. Its revenues are primarily derived fi'om eledric generation sales to non-
shopping customere under tiie PLR obligations of the Ohb Companies. Ite resulte refied the purchase of elecbidty from the 
competitive energy sen/Ices segment ttirough foil requiremente PSA anangemente, the defenal and amortization of certain 
fuel coste authorized for recovery by the energy delivery services segment and the net MISO transmission revenues and 
expenses related to the delivery of generation load. This segment's total assete consist of accounte receivable for 
generation revenues fii^m reteil customere. 
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Sequent Financial Infonnation 

2D07 
Extemal revenues 
Intemal revenues 

Total revenues 
Depredatian and anxxtizatlon 
Investment lncx)me 
Net intenast chapes 
Incometaxes 
Net Inoome 
Total a s 9 ^ 
Total arnrivwll 
F=*roperty additions 

^uob 
External revenues 
Intemal revenues 

Total revenues 
DRpredation and amortization 
Investment income 
Net Interest charges 
Incometaxes 
Income tfom continuing operations 
Discontinued operations 
Net Income 
TotaJ assets 
Total gnrxlwlll 
Property additions 

2005 
Extemal revenues 
Intemai revenues 

Total revenues 
Depredation and anvvtizatian 
Investinent income 
Net Interest charges 
Incometaxes 
Income (loss) from continuing operations 
Discontinued operations 
Cumulative effect of accounting change 
Net inoome (loss) 
Total assets 
Total gmrtvwil 
Property additions 

BiGigy 
Deliveiy 
Sen/ices 

$ 8,726 
-

8.72B 
1,024 

240 
445 
574 
862 

23.352 
5,583 

814 

$ 7.623 
14 

7.637 
845 
328 
433 
595 
893 

-
893 

22,863 
5,873 

629 

$ 8.165 
33 

8,196 
1,341 

262 
375 
672 

1.008 
-

(21) 
987 

23,834 
5.932 

782 

Conv)eti1ive 
Eneiigy 

SeiviQes 

$ 1.468 
2,901 
4.369 

204 
16 

152 
330 
495 

7,669 
24 

740 

$ 1,429 
2,609 
4.038 

190 
35 

188 
262 
393 

_ 
:m 

6,978 
24 

644 

$ 1,550 
^425 
3,9re 

187 
79 

191 
132 
199 

-
(9) 

190 
6,556 

24 
375 

Ohio 
Ti^nsitional 
Generation 
Sefvices Ottier 

(In millions) 

$ 2,596 $ 
-

2,596 
(125) 

1 
1 

69 
103 
231 

-
-

$ 2.390 $ 
-

2,390 
(105) 

1 
75 

112 
-

112 
215 

-
-

$ 1.568 $ 
-

1.568 

(91) 

1 
(49) 
(73) 

-
(73) 
141 

-
-

39 
-

39 
4 
1 
4 
4 

12 
303 

-
21 

95 
-

95 
4 
1 
6 

(21) 
44 
(4) 
40 

297 
1 
1 

115 
-

115 
2 
-
6 

12 
14 
12 
-

26 
605 
54 
8 

Raoondling 
^ustment§ 

$ (27) 
(Z901) 
(2,928) 

26 
(138) 
141 
(94) 

(163) 
513 

-
58 

$ (36) 
(^623) 
(2,699) 

23 
(215) 

74 
(116) 
(184) 

(184) 
843 

-
41 

$ (40) 
(^458) 
(2,498) 

^ 
(124) 

83 
(18) 

(269) 
-
-

(269) 
705 

-
43 

Ctansolldated 

$ 12.802 
-

12.802 
1.133 

120 
743 
883 

1.309 
32,068 
5.607 
1,633 

$ 11,501 
-

11,501 
957 
149 
702 
795 

1.258 
(4) 

^,2S^ 
31,196 
5,89B 
1,315 

$ 11,358 
-

11,358 
1,464 

217 
656 
749 
879 
12 

(30) 
861 

31.841 
6,010 
1.208 

Reconciling adjustments to segment operating resulte fix>m intemal management reporting to consdidated extemal ffoandal 
reporting primarily consist of interest expense related to hdding company debt, corporate support services revenues and 
expenses and elimination of intereegment transadions. 
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Products and Services* 

Energy Related 
Electricity Sales and 

Year Saies Services 
(In milltons) 

2007 $ 11.944 $ 
2006 10.671 48 
2005 10.546 77 

* See Note 8 for discussion of discontinued operations. 

17. NEW ACCOUNTING STANDARDS AND INTERPRETATIONS 

SFAS 157- "Fair Value Measurements" 

In September 2006, the FASB issued SFAS 157 that esteblishes how companies should measure foir value when they are 
required to use a foir value measure for recognttion or disclosure purposes under GAAP. This Stetement addresses ttie 
need for increased consistency and comparabiltty in foir value measuremente and for expanded disclosures about foir value 
measuremente. The key changes to current pradice are: (1) the definttion of foir value, which focuses on an exit price rather 
ttian entry price; (2) the methods used to measure foir value, such as emphasis that foir value is a maricet-based 
measurement, not an enttty-spedfic measurement, as well as tiie inclusion of an adjustment for risk, resbidions and credtt 
standing; and (3) tiie expanded disdosures about foir value measuremente. This Statement and ite related FSPs are 
effective for fiscal yeare beginning after November 15,2007, and interim periods wittiin ttiose yeare. Under FSP FAS 157-2, 
FiretEnergy has eleded to defor the eledion of SFAS 157 for financial assete and finandal liabilities measured at foir value 
on a non-recuning basis for one year. FiretEnergy has evaluated the impad of this Stetement and ite FSPs, FSP FAS 157-2 
and FSP FAS 157-1, which exdudes SFAS 13, Accounting for Leases, and tts related pronouncemente from tiie scope of 
SFAS 157, and does not exped there to be a material effed on its finandal statemente. The majority of our foir value 
measuremente will be disclosed as level 1 or level 2 in ttie fair value hierarchy. 

SFAS 159 - The Fair Value Option for Financial Assets and Financial Uabilities - Including an amendment of FASB 
Statement No. 115" 

In February 2007, tiie FASB issued SFAS 159, which provides companies with an option to report seleded financial assete 
and financial liabilities at fair value. This Stetement attempte to provide additional information that will help investore and 
otiier usere of finandal statements to more easily underetand the effed of a company's choice to use foir value on tts 
eamings. The Standard also requires companies to display ttie foir value of those assete and liabiltties for which the 
company has chosen to use foir value on the foce of ttie balance sheet. This guidance does not eliminate disdosure 
requirements included in other accounting standards, including requirements for disdosures about foir value measuremente 
induded in SFAS 157 and SFAS 107. This Statement is effective for fiscal yeare beginning after Novemi:>er 15, 2007, and 
interim periods wtthin tiiose yeare. FiretEnergy has analyzed ite financial assete and financial liabilities within tiie scope of 
tills Statement and no fair value elections were made as of January 1,2008. 

SFAS 141(R) - "Business Combinations" 

In December 2007, tiie FASB issued SFAS 141(R), which requires the acquiring entity in a business combination to 
recognize all tiie assete acquired and liabilities assumed in tiie b^nsaction; establishes tiie acquisition-date foir value as the 
measurement objective for all assets acquired and liabilities assumed; and requires the acquirer to disclose to investore and 
other usere all of the information they need to evaluate and understand tiie nature and financial effed of the business 
combination. SFAS 141(R) attempte to reduce the complexity of existing GAAP related to business combinations. The 
Standard includes both core principles and pertinent application guidance, eliminating the need for numerous EITF issues 
and other interpretative guidance. SFAS 141(R) will affed business combinatbns FiretEnergy entere that close after 
January 1, 2009. In addition, tiie Standard also affecte the accounting for changes in tax valuation allowances made after 
January 1, 2009, that were established as part of a business combination prior to tiie implementation of this standard. 
FiretEnergy is cunentiy evaluating tiie impad of adopting this Standanj on ite financial statemente. 

SFAS 160 - "Noncontrolling Interests in Consolidated Financial Statements - an Amendment of ARB No. 51" 

In December 2007, the FASB issued SFAS 160 that esteblishes accounting and reporting standards for the noncontrolling 
interest in a subsidiary and for tiie deconsolidation of a subsidiary. It darifies that a noncontrolling interest in a subsidiary is 
an ownership interest in the consolidated entity tiiat should be reported as equity in tiie consolidated finandal statemente. 
This Statement is effedive for fiscal yeare, and interim periods witiiin tiiose fiscal yeare, beginning on or afler December 15, 
2008. Eariy adoption is prohibited. The Statement is not expeded to have a material impad on FiretEnerg/s finandal 
statements. 
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FSP FIN 39-1 - "Amendment of FASB Interpretation No. 39" 

In April 2007, tiie FASB issued Steff Position (FSP) FIN 39-1, which pennite an entity to offset fair value amounte 
recognized for ttie right to redaim cash collateral (a receivable) or the obligation to retum cash collateral (a payable) against 
fair value amounte recognized for derivative insfruments that have been offset under the same master netting arrangement 
as ttie derivative instalments. This FSP is effective for fiscal yeare beginning after November 15, 2007, witti eariy 
application pennitted. The effeds of applying the guidance in this FSP should be recognized as a retroactive change in 
accounting principle for all finandal statemente presented. FSP FIN 39-1 is not expected to have a material effed on 
FiretEnergy's financial statements, 

EITF 06-11- "Accounting for Income Tax Benefits of Dividends or Share-based Payment Awards" 

In June 2007, ttie FASB released EITF 06-11, which provides guidance on tiie appropriate accounting for income tax 
benefite related to dividends eamed on nonvested share unite tiiat are charged to retained eamings under SFAS 123(R). 
The consensus requires that an entity recognize ttie realized tax benefit assodated with the dividends on nonvested shares 
as an increase to APIC. This amount should be included in tiie APIC pool, which is to be used when an entity's estimate of 
forfeitures increases or adual forfeitures exceed ite estimates, at which time tiie tax benefite in tiie APIC pool would be 
reclassified to the income statement. The consensus is effedive for income tex benefits of dividends declared during fiscal 
years beginning after December 15, 2007. EITF 06-11 is not expected to have a material effed on FiretEnergy's finandal 
statements. 

18. SUMMARY OF QUARTERLY FINANCIAL DATA (UNAUDITED) 

The following summarizes certain consolidated operating resutts by quarter for 2007 and 2006. 

Three Months Ended 

Revenues 
Expenses 
Operating Income 
Ottier Expense 
Income From Continuing Operations Before Income Taxes 
Income Taxes 
Income From Continuing Operations 
Net Income 

Eamings Per Share of Common Stocic 
Basic 
Diluted 

Three Months Ended 

Revenues 
Expenses 
Operating Income 
Otiier Expense 
Inoome From Continuing Operations Before Income Taxes 
Income Taxes 
Income From Continuing Operations 
Discontinued Operations 

(Net of Income Taxes) (Note 8) 
Net Income 

Basic Eamings Per Share of Common Stock: 
Income From Continuing Operations 
Discontinued Operations 

Net Eamings Per Basic Share 

Diluted Eamings Per Share of Common Stock: 
Income From Continuing Operations 
Discontinued Operations 

Net Eamings Per Diluted Share 

March 31, June 30, September 30, 

$ 

$ 

$ 
1-

2007 2007 2007 
December 31, 

On millions, except per share amounts) 
2,973 $ 
2,336 

637 
147 
490 
200 
290 
290 $ 

0.92 $ 
0.92 $ 

3,109 $ 
2,381 

728 
168 
560 
222 
338 
338 $ 

1.11 $ 
1.10 $ 

3,641 
2.791 

850 
164 
686 
273 
413 
413 

1.36 
1.34 

March 31, June 30. September 30, 

$ 

L 

$ 

$_ 

$ 

$ 

2006 2006 2006 

$ 

$ 

$ 
$ 

2007 

3.079 
2.479 

600 
144 
456 
188 
268 
268 

0.88 
0.87 

December 31, 

(In millions, except per share amounts) 
2,705 $ 
2,234 

471 
117 
354 
135 
219 

2 
221 $ 

0.67 $ 
-

0.67 $ 

0.67 $ 
-

0.67 $ 

2.751 $ 
2.081 

670 
142 
528 
216 
312 

(S) 
304 $ 

0.94 $ 
(0.02) 
0.92 $ 

0.93 $ 
(0.02) 
0.91 $ 

3.364 
2,505 

859 
134 
725 
273 
452 

2 
454 

1.40 
0.01 
1.41 

1.39 
0.01 
1.40 

$ 

$ 

$ 

$ 

$ 

$ 

2006 

2.680 
2,076 

604 
160 
444 
170 
274 

-
274 

0.85 
-

0.85 

0.84 
-

0.84 
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FIRSTENERGYCORP. 

CONSOUDATED FINANCIAL AND PRO FORMA COMBINED OPERATING STATISTICS 
(Unaudited) 

For the Years Ended December 3 1 , 

GENERAL RNANCIAL INFORMATION 
(Dollars in millions) 
Revenues 
Net bicome 

SEC Ratio of EeyTiings to 
pDcsd Charges 

Capital Expenditures 
Total Capitalizatim 
Capitalization Ratios; 

Common Stocktiolders' Equity 
Preferred and Preference Stock: 

1 ^ Subiect to Mandatory Redemption 
Subfect to Mandatory Redemption 

Long-Temi Debt 
Total Capitalization 

Average Capital Costs: 
Preferred and Preference Stock 
Long-Term iDebt 

COMMON STOCK DATA 
Eamings per Share (a): 

2007 2006 2005 2004 2003 2002 1997 

CKtutod 
Refun on Average Cc»Timon Equity (a) 
i:^\^dends Paid per Share 
Dividend Payout Ratio (a) 
Dividend Yieki 
Price/Eanngs Ratio (a) 
Book Value per Share 
Market Price per Share 
Ratio of Maiket Price to Boc^ Value 
OPERATING STATISTICS (b) 

Generation Kilowatt-Hour Sales (Millions): 

CoTfYnerctal 
Industrial 
Other 
Total Re^l 
Total Wholesale 
Total S£des 

Customers Served: 
Re^dentiat 
Commercial 
Industrial 
Other 

Total 

Number of Empl(^ees 

$ 
$ 

$ 

$ 
$ 

$ 

$ 
$ 

12,802 
1,309 

3.21 
$1,496 
17,846 

50.3% 

_ 
-

49.7 
1M.0 %" 

6.89% 

4.27 
4.22 

14.9% 
2.00 
47% 

2.8% 
17.0 

29.45 
72.34 
246% 

39,158 
36,879 
33,476 

540 

$ 
$ 

$ 

$ 
$ 

$ 

$ 
$ 

11,501 
1,254 

3.14 
$1,170 
17,570 

51.4% 

_ 
-

48.6 
TOU%" 

&33% 

3.85 
382 

13.5% 
1.80 
47% 
3.0% 
15.7 

28.35 
60.30 
213% 

37,618 

35,390 
34,309 

542 

$ 
$ 

$ 

$ 
$ 

$ 

$ 
$ 

11,358 
861 

274 
$1,144 
17.527 

52.4 % 

1.1 

-
46.5 

160.0 %" 

5.67% 
6.05% 

2.68 
2.67 

10.0% 
1.67 
62% 
3.4% 
18.3 

27.98 
48.99 
175% 

34,716 
32.878 
32,907 

547 

$ 
$ 

$ 
$ 

$ 

$ 
$ 

11,600 
878 

2.64 
$731 

$18,938 

45.3 % 

1.8 

-
52.9 

6.51% 
5.93% 

2.77 
2.76 

10.8% 
1.50 
54% 

38% 
14.3 

26.20 
39.51 
151% 

31.781 
32,114 
31.675 

504 

$ 
$ 

S 
$ 

$ 

$ 
$ 

10,802 
423 

1.75 
$792 

$18,414 

45.0% 

1.8 

-
53.2 

iOO.0% 

6.47% 
6.08% 

1.46 
1.46 

5.9% 
1.50 

103% 

4.3% 
24.1 

25.35 
35.20 
139% 

31.322 
32,311 
32.451 

554 

$ 
$ 

$ 

$ 
$ 

$10,527 
$553 

1.88 
$904 

$18,686 

37.7 % 

1.8 
2.3 

58.2 

mfl% 

7.50% 
6.56% 

2.09 
2.08 

82% 
1.50 
72% 

45% 
153 

24.01 
32.97 
137% 

31,937 
32.892 
32,726 

531 

$ 
$ 

$ 

$ 
$ 

$2,961 
$306 

2.18 
$188 

$12,124 

34.3% 

5.5 
2.7 

57.5 

100.6% 

a.02% 
8.02% 

1.94 
1.94 

11.0% 
1.50 
77% 

5.2% 
14.9 

18.71 
29.00 
155% 

30,653 
30,149 
36,531 

612 

24.114 23,083 28.521 53.268 -mm 
42,059 

30.007 11,657 
134.167 130.942 129,563 149,342 138,697 128,093 109,602 

3.956.837 
517,251 

10,367 
6.054 

3,959,043 
514,056 

10.458 
6,356 

3,941,030 
509.933 

10.637 
6,124 

3,916,855 
500,695 

10,597 
5,654 

3,874,052 
496.253 

10,871 
5,635 

3,868,499 
471.440 

18.416 
5,716 

3.708,760 
444,582 

21,028 
5,835 

4.4dO,fl05 4.46d.S15 

14.534 13,739 

4.407.724 

14,586 

4,453.601 

15.245 

TSSmr 4,564,071 

15,905 17,560 

4.160,^ 

18,867 

(a) Before discontinued operations in 2006,2005,2004.2003 and 2002, and accounting changes in ̂ )05 ax l 2003. 
(b) Reflects pro fbrma comtnnad Ohb Edison, Centwior atnd GPU statistics in 1997. 
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GLOSSARY OF TERMS 

The following abbreviations and acnsnyms are used in this report to identify FirstEnergy Corp. and Its current and fomner 
subsidiaries: 

ATSI 
CEI 
Centerior 

Companies 
FENOC 
FES 
FESC 
FGCO 
FirstEnergy 
GPU 

JCP&L 
JCP&L Transition 

Funding 
JCP&L Transition 

Funding 11 
Met-Ed 
MYR 
NGC 
OE 
Ohio Companies 
Pennsylvania Compani 
Penelec 
Penn 
PNBV 
Shippingport 
TE 

American Transmission Systems, Inc.. owns and operates transmission facilities 
The Cleveland Electric Illuminating Company, an Ohio electric utility operating subsidiary 
COnterior Energy corporation, fonner parent of CEI and TE, which merged witii OE to fomn 

FirstEnergy on November 8,1997 
OE, CEI. TE, Penn, JCP&L, Met-Ed and Penelec 
FirstEnergy Nuclear Operating (Ompany, operates nuclear generating facilities 
FirstEnergy Solutions Corp., provides energy-related products and services 
FirstEnergy Service Company, provides legal, financial and otiier corporate support services 
FirstEnergy Generation COrp., owns and operates non-nuclear generating facilities 
FirstEnergy Corp., a public utility holding company 
GPU, Inc., former parent of JCP&L, Met-Ed and Penetec, which merged with RrstEnergy on 

November 7, 2001 
Jersey Central Power & Light Company, a New Jersey electric utility operating subsidiary 
JCP&L Transition Funding LLC, a Delaware limited liability company and issuer of tiansition bonds 

JCP&L Transition Funding II LLC, a Delaware limited liability company and issuer of tiansition bonds 

Metropolitan Edison Company, a Pennsylvania electiic utility operating subsidiary 
MYR Gn^up, Inc., a utility infrastructure constiuction service company 
FirstEnergy Nuclear Generation Corp., owns nuctear generating fadlities 
Ohio Edison Company, an Ohio electric utility operating subsidiary 
CEI, OE and TE 
Met-Ed, Penelec and Penn 
Pennsylvania Electric COmpany, a Pennsylvania eledric utility operating subsidiary 
Pennsylvania Power Company, a Pennsylvania etectric utility operating subsidtery of OE 
PNBV Capital Tmst, a special purpose entity created by OE in 1996 
Shippingport Capital Trust, a special purpose entity created by CEI and TE in 1997 
The Toledo Edison Company, an Ohio electric utility operating subsidiary 

The following abbreviations and acrxsnyms are used to identify frequentiy used tenns in this report: 

AEP 
A U 
AOCI 
AOCL 
APIC 
AQC 
ARB 
ARO 
BGS 
BPJ 
CAA 
CAIR 
CAMR 
CAVR 
CAT 
CBP 
CO2 
CTC 
DFI 
DOE 
DOJ 
DRA 
ECAR 
ECO 

American Electric Power COmpany, Inc. 
Administrative Law Judge 
Accumulated Other Comprehensive Income 
Accumulated Other Comprehensive Loss 
Additional Paid-in COpltal 
Air Quality control 
Accounting Research Bulletin 
Asset Retirement Obligation 
Basic Generation Service 
Best Professional Judgment 
Clean Air Act 
Clean Air Interstate Rule 
Clean Air Mercury Rule 
Ctean Air Visibility Rule 
Commerdal Activity Tax 
Competitive Bid Pn}cess 
Carbon Dioxide 
Competitive Transition Charge 
Demand for Infomnation 
United States Department of Energy 
United States Department of Justice 
Division of Ratepayer Advocate 
East COnti^l Area Reliability Coordination Agreement 
Electi'o-COtalytlc Oxidation 
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GLOSSARY OF TERMS Cont'd. 

EIS 
EITF 
EITF 06-11 
EMP 
EPA 
EPACT 
FASB 
FERC 
RN 
RN 39-1 
FIN46R 
FIN 47 

FIN 48 
FMB 
FSP 
FSP SFAS 115-1 

and SFAS 124-1 
FTR 
C3AAP 
GHG 
HVAC 
IRS 
ISO 
kv 
KWH 
LOC 
MEIUG 
MISO 
MTC 
MW 
NAAQS 
NERC 
NJBPU 
NOPR 
NOV 
NOx 
NRC 
NSR 
NUG 
NUGC 
OCA 
OCl 
OPEB 
PICA 
PJM 
PLR 

PPUC 
PRP 
PSA 
PUCO 
PUHCA 
RCP 
REC 
RECB 
RFP 
ROP 
RSP 
RTC 
RTO 

Energy Independence Sti^tegy 
Emerging Issues Task Force 
EITF 06-11, "Accounting for Income Tax Benefits of Dividends or Share-based Payment Awsffds" 
Energy Master Plan 
Environmental Protection Agency 
Energy Policy Act of 2005 
Financial Accounting StandanJs Board 
Federal Energy Regulatory Commission 
FASB Interpretation 
FIN 39-1, "Amendment of FASB Interpretation No. 39" 
FIN 46 (revised Decemtier 2003), "Consolidation of Variable Interest Entities'* 
FIN 47, "Accounting for Conditional Asset Retirement Obligations - an interpretation of FASB 

Statement No. 143" 
FIN 48, "Accounting for Uncertainty in Income Taxes-an interpretation of FASB Statem«it No. 109" 
First Mortgage Bonds 
FASB Staff Position 
FSP SFAS 115-1 and SFAS 124-1, "The Meaning of Other-Than-Temporary Impairment and fts 

Application to COrtain Investinents" 
Finandal Transmission Rights 
Accounting Prindptes Generally Accepted in tiie United States 
Greenhouse Gases 
Heating, Ventilation and Air-conditioning 
Intemal Revenue Service 
Independent System Operator 
Kilovolt 
Kilowatt-hours 
Letter of Credit 
Met-Ed Industrial Users Group 
Midwest Independent Transmission System Operator, Inc. 
Market Transition Charge 
Megawatts 
National Ambient Air Quality Standards 
North American Electiic Reliability corporation 
New Jersey Board of Public Utilittes 
Notice of Proposed Rulemaking 
Notice of Violation 
Niti-ogen Oxide 
Nuclear Regulatory Commission 
New Source Review 
Non-Utility Generation 
Non-Utili^ Generation Charge 
Office of Consumer Advocate 
Otiier comprehensive Income 
Otiier Post-Employment Benefits 
Penelec Industrial Customer Alliance 
PJM Interconnection L. L. C. 
Provider of Last Resori; an electiic utility's obligation to provide generation service to custom^^ 

whose altemative supplier fails to deliver service 
Pennsylvania Public Utility Commission 
Potentially Responsibte Party 
Power Supply Agreement 
Public Utilities commission of Ohio 
Public Utility Holding Company Act of 1935 
Rate Certainty Plan 
Renewabte Energy Certificate 
Regional Expansion Criteria and Benefits 
Request for Proposal 
Reactor Oversight Process 
Rate Stabilization Plan 
Regulatory Transition Charge 
Regional Transmission Organization 
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GLOSSARY OF TERMS Cont'd. 

S&P Standard & Poor's Ratings Service 
SBC Societal Benefits Charge 
SCR Selective Catalytic Reduction 
SEC U.S. Securities and Exchange commission 
SEC^ Seams Elimination Cost Adjustinent 
SERP Supplemental Executive Retirement Plan 
SFAS Statement of Financtel Accounting Standards 
SFAS 13 SFAS No. 13, "Accounting for Leases" 
SFAS 71 SFAS No. 71, "Accounting fbr tiie Effects of Certain Types of Regulation" 
SFAS 101 SFAS No. 101, "Accounting fa^ Discontinuation of Application of SFAS 71" 
SFAS 107 SFAS No. 107, "Disclosure about Fair Value of Finandal Instiuments" 
SFAS 109 SFAS No. 109, "Accounting for Income Taxes" 
SFAS 115 SFAS No. 115, "Accounting for COrtain Investinents in Debt and Equity Securities" 
SFAS 123(R) SFAS No. 123(R), "Share-Based Paymenf 
SFAS 133 SFAS No. 133, "Accounting for Derivative Instruments and Hedging Activities" 
SFAS 141(R) SFAS No. 141(R), "Business Combinations" 
SFAS 142 SFAS No. 142, "Goodwill and Other Intangible Assets" 
SFAS 143 SFAS No. 143, "Accounting for Asset Retirement Obligations" 
SFAS 144 SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assets" 
SFAS 157 SFAS No. 157, "Fair Value Measurements" 
SFAS 158 SFAS No. 158, "Employers' Accounting for Defined Benefit Pension and Otiier Posh-etirement 

Plans-an amendment of FASB Statements No. 87, 88,106, and 132(R}" 
SFAS 159 SFAS No. 159, "The Fair Value Option for Financial Assets and Financial Liabilities - Induding an 

Amendment of FASB Statement No. 115" 
SFAS 160 SFAS No. 160, "Non-controlling Interests in Consolidated Finandal Statements - an Amendment of 

ARB No. 51" 
SIP State Implementation Plan(s} Under the Clean Air Act 
SNCR Selective Non-COtalytic Reduction 
SO2 Sulfur Dioxide 
TBC Transition Bond Charge 
TMI-1 Three Mile Istend Unit 1 
TMI-2 Three Mite Island Unit 2 
VIE Variable Interest Entity 



This combined Annual Report is separately filed by FirstEnergy Solutions Corp., Ohio Edison Company, The Cteveland 
Electric Illuminating Company, The Totedo Edison Company, Jersey Central Power & Light Company, Metropolitan Edison 
Company and Pennsylvania Etectric Company. Information contained herein relating to any individual regisb'ant is filed by 
such registrant on its own behalf. No registrant makes any representation as to information relating to any ottier registrant 

Forward-Looking Statements: This discussion indudes fonvard-looking statements based on information cun-entiy available 
to management Such statements are subject to certain risks and uncertainties. These statements indude dedarations 
regarding management's intents, beliefs and current expectations. These statements typically contain, but are not limKed to, tiie 
terms "anticipate," "potential," "expect," "believe," "estimate" and similar words. Forward-looldng statem^its involve estimates, 
assumptions, known and unknown risks, uncertainties and other factors that may cause actual results, performance or 
achievements to be materially different fi-om any future results, perfonnance or achievement expressed or implied by such 
fonward-looking statements. Achjal results may differ materially due to the speed and nature of increased competition in the 
eledric utility industry and legislative and regulatory changes affecting how generatten rates will be determined following the 
expiration of existing rate plans in Ohio and Pennsylvania, economic or weather conditions affecting future sales and margins, 
changes in martlets for energy services, changing energy and commodity mari<et prices, replacement power costs Ijeing higher 
than anticipated or inadequately hedged, tiie continued ability of FirstEnergy's regulated utilities bD collect transition and o t i i ^ 
charges or to recover increased transmission costs, maintenance costs being higher than antidpated, other le^slative and 
regulatory changes, revised environmental requirements, induding possible GHG emission regulations, tiie uncertainty of the 
timing and amounts of the capital expenditures needed to, among otiier things, implement the Air Quality Compliance Plan 
(including that such amounts could be higher tiian antidpated) or levels of emission reductions related to tiie COnsent Decree 
resolving Uie New Source Review litigation or other potential regulatory initiatives, adverse regulatory or tegal dedsions and 
outiDomes (induding, but not limited to, the revocation of necessary licenses or operating pennlts and oversight) by tiie NRC 
(including, but not limited to, tiie Demand for Information issued to FENOC on May 14, 2007) as disdosed in tiie registrant' 
SEC filings, the timing and outcome of various proceedings before the PUCO (induding, but not limited to, the disbibution rate 
cases and the generation supply plan filing for tiie Ohio companies and Uie successful resolution of tiie issues remanded to Uie 
PUCO by the Ohio Supreme COurt regarding the RSP and RCP, including the defenal of fuel costs) and tiie PPUC (induding 
tiie resolution of the Petitions for Review filed witii the CommonwealUi COurt of Pennsylvania with respect to tiie transition rate 
plan fi^r Met-Ed and Penelec), tiie continuing availability of generating units and tiieir ability to operate at, or near full capacity, 
tiie changing maricet conditions tiiat couid affect tiie value of assets held in the regisb^nts' nudear decommissioning trusts, 
pension tiojsts and other tiojst funds, the ability to comply witii applicable state and federal reliability standards, the ability to 
accomplish or realize anticipated benefits from strategic goals (including employee workforce initiatives), the ability to improve 
electi'ic commodity margins and ti^ experience growth in tiie disbibution business, tiie ability to access the public securities and 
otiier capital maricets and the cost of such capital, Uie risks and otiier factors discussed fi-om time ti3 time in the registrants' SEC 
filings, and other similar factors. The foregoing review of factors should not t>e consbued as exhaustive. New factors emerge 
from time to time, and it is not possible to predict all such factors, nor assess the impact of any such fador on tiie registirants' 
business or the extent to which any factor, or combination of factors, may cause results to differ materially from ttiose contained 
in any fiDnn/ard-looking statements. Also, a security rating is not a recommendation to buy, sell or hold securities, and it may be 
subject to revision or withdrawal at any time and each such rating should be evaluated independentiy of any other rating. TTie 
registi-ants expressly disclaim any current intention to update any fonvard-looking statements contained herein as a result of 
new information, future events, or othen/vise. 



FIRSTENERGY SOLUTIONS CORP. 

MANAGEMENT'S NARRATIVE 
ANALYSIS OF RESULTS OF OPERATIONS 

FES is a wholly owned subsidiary of FirstEnergy. FES provides energy-related products and services primarily in Ohio, 
Pennsylvania, Michigan and Maryland, and through Its subsidiaries, FGCO and NGC, owns or leases and operates 
RrstEnergy's fossil and hydroelectric generation facilities and owns FirstEnergy's nuclear generation facilities, respectively. 
FENOC, a wholly owned subsidiary of FirstEnergy, operates and maintains tiie nudear generating fadlities. 

FES' revenues are primarily fi*om the sale of electiicity (provided from FES' generating fadlities and tiirough purchased power 
airangements) to affiliated utility companies to meet all or a portion of their PLR and default sendee requirements. These 
affiliated power sales indude a lull-requirements PSA wiUi tiie Ohio Companies to supply each of tiieir PLR and default service 
obligations through 2008, at prices that take Into consideration the Ohio Companies' respective PUCO authorized billing rates. 
FES also has a partial-requirements PSA with Met-Ed and Penelec to supply a portion of each of their resi^eotive PLR and 
default service obligations at fixed prices through 2010. The fixed prices under the partial requirements agreement are 
expeded to remain below whdesate maricet prices during tiie term of tiie agreement (see Note 9). FES also supplies the 
majority of tiie default service requirements of Penn at market-based rates as a result of a competitive solicitation conducted by 
Penn. FES' existing conti-adual obligations to Penn expire on May 31, 2008, but could continue if FES successfully bids in 
future competitive solicitations. FES' revenues also Indude competitive retail and wholesale sales to non-affiliated customers In 
Ohio, Pennsylvania, Marytend and Michigan. 

Results of Operations 

Net income increased to $529 million in 2007 from $419 million in 2006 primarily due to higher revenues and lower fuel and 
interest expenses, partially offset by higher purchased power costs and otiier operating expenses. 

Revenues 

Revenues increased by $314 million, or 7.8%, in 2007 as compared to 2006 primarily due to increases in revenues from non
affiliated retail generation sates and affiliated wholesale sales, partially ofiset by kiwer non-affiliated wholesale sales. Retail 
generation sales revenues increased by $122 million as a result of higher unit prices and increased KWH sales. Higher unit 
prices primarily refiected higher generation rates in Uie MISO and PJM maricets where FES is an altemative supplier. Increased 
KWH sales to FES' commercial and industiial customers during 2007 were partially offiset by a decrease in sales te) residential 
customers, who retijmed to FES' Ohio utility affiliates for their generation requirements. Affiliated wholesale revenues were 
higher as a result of increased sales and higher unit prices for KWH sold to the Ohio and Pennsylvania Companies. 

Non-affiliated wholesale revenues decreased by $73 million as a result of less generation available for the non-affiliated maricet 
due to increased affiliated company power sales requirements under the Ohio companies' full-requirements PSA and the 
partial-requirements PSA witii Met-Ed and Penelec. 

The increase in PSA sales to tiie Ohio Companies was due to their higher retail generation sales requirements. Higher unit 
prices resulted from the provisten of the full-requirements PSA under which PSA rates reflect the increase in the Ohio 
companies' composite retail generation rates. The higher sales to Uie Pennsylvania Companies were due to increased Met-Ed 
and Penelec generation saies requirements. These increases were partially offset by lower sales to Penn as a result of the 
implementation of its competitive solidtation process In 2007. 

Transmission revenue decreased $17 million due in part to reduced FTR revenues resulting fi*om fewer FTRs allocated by 
MISO and PJM, partially offset by higher retail b-ansmission revenues. 

The change in revenues in 2007 from 2006 is summarized below: 

Revenues by Type of Service 

Non-AfRliated Generatfon Sales: 
Retail 
Wholesale 

Total Nonaffiliated Generatfon Sales 
Affiliated Generation Sales 
Transmission 
Other 
Total Revenues 

$ 

L 

2007 

712 
603 

1,315 
2,901 

103 
6 

4,325 

2006 
(In millions) 

$ 

1= 

590 
676 

1,266 
2,609 

120 
16 

4.011 

Increase 
(De 

$ 

L= 

crease) 

122 
(73) 
49 

292 
(17) 
(10) 
314 



The following tables summarize tiie price and volume factors contributing to changes in revenues from non-affiliated and 
affiliated sates in 2007 compared to 2006: 

Increase 
Source of Change in Non-Affiliated Generation Revenues (Decrease) 

(In milltons) 
Retail: 

Effect of 10.8% increase in sales vdumes $ 63 
Change In prices 5S 

122 
Wholesale: 

Effect of 22.7% decrease in saies volumes (154) 
Ctiange in prices 81 

(73) 
Net Increase in Non-Affiliated Generatton Revenues * ^^ 

Source of Change In Affiliated Generation Revenues Increase 
(In millions) 

Ohio Companies: 
Effiect of 3.4% increase In sales volumes $ 68 
Change in prices 12£ 

186 
Pennsylvania Companies: 

Effect of 14.9% increase in sales volumes 87 
Change in prices "̂ 9 

106 
Net Increase in AfRliated Generatfon Revenues * ^92 

Expenses 

Total expenses increased by $173 miliion in 2007 compared to 2006. The following table summarizes tiie factors contrilKiting 
to the changes in fuel and purchased power costs fi-om the prior year: 

Increase 
Source of Change in Fuel and Purchased Power (Decrease) 

(In milltons) 
Fossil Fuel: 

Ct-iange due to vdume consumed $ (22) 
Change due to inaeased unit costs (11) 

133) 
Nuclear Fuel: 

Change due to volume consumed 5 
Change due to increased unit costs 9 

14 
Purchased Power 

Ciiange due to volume consumed 70 
Ciiange due to increased unit costs 81 

151 

Net Increase in Fuel and Purchased Power Costs 132 

Fossil fuel costs decreased $33 million in 2007 primarily as a resutt of reduced coal and emission allowance costs, r^rtially 
offset by increased natural gas costs due to increased consumption. Reduced coal consumptten reflected lower generation as 
a result of planned maintenance outages at Bruce Mansfield Units 2 and 3, Sammis Unit 6 and Eastiake Unit 5, and a forced 
outage at Bmce Mansfield Unit 1. The lower fossil fuel costs were partially offset by higher nudear fuel costs of $14 mitlion due 
to higher unit costs and increased nuclear generation in 2007 compared to 2006. Increased nudear generation primarily 
reflects the absence in 2007 of outages at Beaver Valley Unit 1 and Davis-Besse tiiat was scheduled in 2006. 

Purchased power costs Increased as a resutt of higher unit prices in the MISO and PJM maricets and increased volumes 
purchased. Volumes purchased in 2007 increased by 8.2% from 2006 primarily for replacement power related to forced 
outages at the Bruce Mansfield and Perry plants. 



Otiier operating expenses increased by $13 million in 2007 primarily due to the absence of gains from tiie sale of emissions 
allowances recognized in 2006 and higher lease expenses assodated witii ttie assignment of CEl's and TE's leasehold 
interests in Uie Bnjce Mansfield Plant to FGCO arKi tiie Bruce Mansfield Unit 1 sale and leaseback transaction compteted in 
2007. Partially offsetting tiie Ngher otiier operating expenses were lower nudear operating costs as a result of fewer outages 
in 2007 and decreased MISO transmission expense due to the resetttement of costs fi'om generation providers to load serving 
entities. 

Depredation expense increased by $14 million in 2007 primarily due to fisssil and nudear property additions subsequent to 
2006. General taxes increased by $14 million in 2007 compared to 2006 as a result of higher gross receipts and properiy taxes. 

Other Expense 

Otiier expense decreased by $38 million in 2007 compared to 2006 primarily as a result of lower interest expense, partially 
offset by decreased eamlngs on the nuclear decommissioning bust investments. Lower interest expense reflected the 
repayment of notes to assodated companies related to the generation asset transfers, partially offset by tiie issuance of lower-
cost pollution conti-ol debt in 2007. 

Hflarket Risk Information 

FES uses various maricet risk sensitive instruments, including derivative contiacts, primarily to manage the risk of price and 
interest rate fiuctuations. FirstEnergy's Risk Policy Committee, comprised of members of senior management, provides general 
oversight to risk management activities. 

Commodity Price Risk 

FES is exposed to finandal and market risks resulting from the fluduation of interest rates and commodity prices primarily due 
to fluctuations In eledridty, energy transmission, natural gas, coal, nuclear fuel and emission allowance prices. To manage Uie 
volatility reteting to these exposures, FES uses a variety of non-derivative and derivative instiuments, including fonA/ard 
contrads, options, futures conti-acts and swaps. The derivatives are used principally for hedging purposes. Derivatives tiiat fall 
within tiie scope of SFAS 133 must be recorded at tiieir fair value and mariced to maricet. The majority of FES' derivative 
conb'acts qualify for tiie nonnal purchase and nonnal sale exception under SFAS 133 and ara therefore exduded from the table 
below. The change in the fair value of commodity derivative conb-acts related to energy production during 2007 is summarized 
in the following table: 

Increase (Decrease) in the Fair Value of Derivative Contracts 

Change in the fdir value of comnnodity derivative contracts: 
Outstanding net liability as of January 1,2007 
Additions/change in value of existing conbBcts 
Settled contracts 
Outstanding net liability as of Decemt>er 31,2007 

Non-commodity net liatrilities as of December 31,2007: 
Interest rate swaps 

Net liabilities - derivative contacts as of Decemt>er 31,2007 

Impact of changes in commodity deri>nitive contracts'** 
Income Statement effects (Pre-Tax) 
Balance Sheet efiiects: 

OCl (Pre-Tax) 

Non-Hedge Hedge Total 

$ 

$ 

$ 

$ 

$ 

$ 

(3) 
(2) 
5 

-

-

-

3 

-

(In millions) 

$ 

$ 

$ 

$ 

$ 

$ 

(17) 
(21) 
12 

(26) 

-

(26) 

-

(9) 

(20) 
(23) 
17 

(26) 

-

(26) 

3 

(9) 

Represents the change In value of existing contracts, settled contrects and changes in techniques/ assumptions. 



Derivatives are included on the consolidated Balance Sheet as of December 31, 2007 as follows: 

Balance Sheet Classification Non-Hedge Hedge Total 

Current-
Other assets 
Otiier liabilities 

Non-Current-
Other deferred charges 
Otiier noncurrent liabilities 

Net liabilities 

(In millions) 

$ 24 
(48) 

7 

(9) 
$ 2§) 

$ 

$ 

24 
(48) 

7 

(9) 
(26) 

The valuation of derivative contracts is based on observable maricet information b̂  the extent tiiat such infonnation is available. 
FES uses tiiese results to develop estimates of fair value for finandal reporting purposes and for Internal management dedsion 
making. Sources of information for Uie valuation of commodity derivative conb^cts by year are summarized in tiie following 
tabte: 

Source of Information 
- Fair Value by Contract Year 

Prices actively quoted'^' 
Bnsker quote sheets. 
Total 

2008 2009 2010 

$ (1)$ - $ 
(24) (1) 

$ (25) $ (1)$ 

2011 2012 
(In millions) 

. $ - $ 

- $ 

Thereafter Total 

$ - $ (1) 
(25) 

$ - $ (26) 

(1) Exciiange traded. 

FES perfbmis sensitivity analyses to estimate its exposure to tiie maricet risk of its commodity positions. A hypothetical 10% 
adverse shift (an increase or decrease depending on the cterivative position) in quoted market prices in the near term on FES' 
derivative instiuments would not have had a material effect on its consolkJated financial position (assets, iiabilities and equity) 
or cash fiows as of December 31,2007. Based on derivative contiacts held as of December 31,2007, an adverse 10% change 
in commodity prices would decrease net income by approximately $3 million for tiie next 12 months. 

Interest Rate Risk 

The table below presents principal amounts and related weighted average interest rates by year of maturity for FES' investment 
portfolio and debt obligations. 

Comparison of Carrying Value to Fair Value 

Year of Maturity 

Assets 
Investments other than Casti and Casii 

Equivalents-Fixed Income 
Average interest rate 

Liabilities 
Long-term Debt and Other 

Long-tenn Obligations: 
Fixed rate 

Average interest rate 
Variable rate 

Average interest rate 
Short-tenn Borrowings 

Average Interest rate 

2008 

$ 564 
5.2% 

2009 2010 

$ 63 
5.4% 

2011 2012 
(Dollars in millions) 

There-

$ 

$ 

$ 

after 

419 $ 
4.8% 

63 $ 
5.4% 

1.912 $ 
3.7% 

$ 

Fair 
Total Value 

482 $ 480 
4.9% 

63 $ 59 
5.4% 

1,912 $ 1,912 
3.7% 
564 $ 564 
5.2% 

Fluctuations in the fair value of NGC's decommissioning bust balances will eventually affed eamings (immediately for 
unrealized losses and affecting OCl initially for unrealized gains) based on the guidance in SFAS 115, FSPSFAS 115-1 and 
SFAS 124-1. Asof December 31, 2007, NGC's decommissioning bust balance totaled $1.3 billion. Asof December 31. 2007, 
tiie bust balance was cxjmprised of 69% equity secxirities and 31% debt Insbuments. 



Equity Price Risk 

Included in NGC's nudear decommissioning busts are marketable equity securities carried at tiieir cunrent fair value of 
approximately $919 million as of December 31,2007. A hypotiietical 10% decrease in prices quoted by stock exchanges would 
resutt in an $92 million reduction in fair value as of December 31, 2007 (see Note 5). 

Credit Risk 

Credit risk is the risk of an obligor's failure to meet the terms of any investment conti'act, loan agreement or otiierwise peribmn 
as agreed. Credit risk arises from all activities in which success depends on issuer, borrower or counterparty perfonnance, 
whether reflected on or off tiie balance sheet. FES engages in transactions for tiie purchase and sale of commodities including 
gas, electridty, coal and emission allowances. These ttansadions are often with major energy companies witiiin the indusby. 

FES maintains credit polides wiUi respect to its counterparties to manage overall credit risk. This Indudes performing 
independent risk evaluatbns, actively monitoring portfolio trends and using collateral and conttad provisions to mitigate 
exposure. As part of its credit program, FES aggressively manages the quality of its portfolio of energy conbacts, evkJenced by 
a current weighted average risk rating for energy conb-act counterparties of BBB+ (S&P). As of December 31,2007, the largest 
credit concentration witii one non-afflliated party (currentiy rated investinent grade) represented 9.7% of its total credit risk. As 
of December 31, 2007, 99.3% of FES' credit exposure, net of collateral and resen^es, was witii non-affilteted investment-grade 
counterparties. 

Legal Proceedings 

See the "Regulatory Matters," "Environmental Matters" and "Other Legal Proceedings" sections within the Combined 
Management's Discussion and Analysis of Registrant Subsidiaries for discussion of legal pn}ceedings applicable to FES. 

New Accounting Standards and Interpretations 

See tiie "New Accounting Standards and Interpretations" section within the (Ombined Management's Discussion and Analysis 
of Registrant Subsidiaries fi:}r discussion of new accounting standards and interpretations applicabte to FES. 



MANAGEMENT REPORTS 

Management's Responsibility for Financial Statements 

The consolidated financial statements of FirstEnergy Solutions Corp. (COmpany) were prepared by management, who takes 
responsibility for Uieir integrity and objectivity. The statements were prepared in conformity witti accounting principles 
generally accepted in the United States and are consistent with other finandal information appearing elsewhere in this 
report. PricewaterhouseCoopers LLP, an Independent registered public accounting firm, has expressed an imqualtfied 
opinion on the Company's 2007 consolidated financial statements. 

FirstEnergy Corp.'s internal auditors, who are responsible to ttie Audit Committee of FirstEnergy's Board of Diredors, review 
the results and performance of the Company for adequacy, effectiveness and reliability of accounting and reporting systems, as 
well as managerial and operating controls. 

FirstEnergy's Audit Committee consists of four independent diredors whose duties indude: consideration of tiie adequacy of 
tiie intemal controls of the Company and the objedlvity of flnandal reporting; inquiry into the number, extent, adequacy and 
validity of regular and special audits conducted by independent auditors and the intemal auditors; and reporting to the BoanJ of 
Directors tiie Committee's findings and any recommendation for changes in scope, methods or procedures of the auditing 
functions. The Committee is diredly responsible for appointing the Company's Independent registered public accounting firm 
and is charged with reviewing and approving all sen/ices peri'onned for tiie COmpany by the indei:)endent registered public 
accounting firm and for reviewing and approving tiie related fees. The Committee reviews the independent regist^ed public 
accounting firm's report on internet quality control and reviews all relationships between the independent registered publk; 
accounting firm and the COmpany, in order to assess the independent registered public accounting Ann's inde|:>endence. The 
Commiti:ee also reviews management's programs b̂  monitor compliance with tiie Company's policies on business etiiics and 
risk management The Committee establishes procedures to receive and respond to complaints received by the COmpany 
reganjing accounting, intemal accounting controls, or auditing matters and allows for Uie confidential, anonymous submission 
of concems by employees. The Audit Committee held nine meetings in 2007. 

Management's Report on Internal Control Over Financial Reporting 

Management is responsible for establishing and maintaining adequate intemal conbx>l over flnandal reporting as defined in 
Rule 13a-15(f) of the Securities Exchange A d of 1934. Using tiie criteria set forUi by the COmmittee of Sponsoring 
Organizations of the Treadway Commission in Internal Control - Integrated Framework, management conducted an 
evaluation of the effectiveness of Uie Company's intemal control over finarK»al reporting under tiie supervision of ttie chief 
executive officer and the chief financial offlcer. Based on that evaluation, management concluded that the Company's 
intemal contnDl over financial reporting was effective as of December 31, 2007. 

This annual report does not include an attestation report of the Company's registered public accounting flrm regarding 
intemal contn^l over financial reporting. 



Report of Independent Registered Public Accounting Firm 

To tiie Stockholder and Board of 
Directors of FirstEnergy Solutions Corp.: 

In our opinion, the accompanying consolidated balance sheets and tiie related consolidated statements of income, 
capitalization, common stockholder's equity and cash flows present fairiy, in all material respects, the finandal posrtton of 
FirstEnergy Solutions COrp. and its subsidiaries at Decemt)er 31, 2007 and 2006, and ttie results of ttieir operations and their 
cash flows for each of tiie three years in the period ended December 31, 2007 in confomilty with accounting principles 
generally accepted in the United States of America. These finandal statements are the responsibility of the Company's 
management. Our responsibility is to express an opinion on tiiese financial statements based on our audite. We conducted our 
audite of these statemente In accordance witii tiie standanjs of the Public Company Accounting Oversight Board (United 
States). Those standards require tiiat we plan and pertbmn tiie audit to obtain reasonable assurance about whetiier the 
finandal statemente are fi-ee of material misstatement. An audit indudes examining, on a test basis, evidence supporting the 
amounte and disdosures in ttie financial statemente, assessing the accounting prindples used and significant estimates made 
by management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable 
t^sis tot our opinion. 

As discussed In tiie notes to the consolidated financial statemente, tiie Company changed tiie manner in which it accounte tor 
uncertain tax positions as of January 1, 2007 (Note 8), defined tienefit pension and otiier postretirement plans as of December 
31.2006 (Note 4) and conditional asset retirement obligations as of December 31,2005 (Note 2(G) and Note 11). 

PricewateriiouseCoopers LLP 
Cleveland, Ohio 
Febmary 28,2008 



FIRSTENERGY SOLUTIONS CORP. 

CONSOUDATED STATEMENTS OF INCOME 

For the Years Ended Decemtwr 31, 2007 2006 2005 

REVENUES: 
Eledric sales to affiliates (Note 3) 
Electric sales to non-affiiiates 
Other 

Total revenues 

EXPENSES (Note 3): 
Fuel 
Purciiased power from affiliates 
Purciiased power from non-affiliates 
Other operating expenses 
Provision for depreciation 
General taxes 

Total expenses 

OPERATING INCOME 

OTHER INCOME (EXPENSE): 
Investment income 
Miscellaneous income (expense) 
Interest expense to affiliates (Note 3) 
Interest expense - other 
Capitalized interest 

Total ottier expense 

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TAXES 

INCOME TAXES 

INCOME FROM CONTINUING OPERATIONS 

Discontinued operations (net of income taxes of $3,761,000) (Note 2(IH)) 

INCOME BEFORE CUMULATIVE EFFECT OF A CHANGE 
IN ACCOUNTING PRINCIPLE 

Cumulative effect of a ciiange in accounting principle (net of income 
tax benefit of $5,507,000) (Note 2(G)) 

NET INCOME 

$ 2,901,154 
1,315,141 

108,732 
4,325,027 

1,087,010 

234,090 
764,090 

1,041,039 
192,912 

87,098 
3,406,239 

918,788 

41,438 

11,438 
(65,501) 
(92,199) 
19,508 

(85,316) 

833,472 

304,608 

528,864 

-

(In thousands) 

$ 2,609.299 
1,265.604 

136,450 
4,011,353 

1,105,657 

257,001 

590,491 
1,027,564 

179,163 
73,332 

3,233,208 

778,145 

45.937 
8,565 

(162,673) 
(26.468) 
11,495 

(123,144) 

655,001 

236,348 

418,653 

-

$ 2,425,251 
1,410,428 

131,560 

3,967,239 

1,005,877 
308,602 
957,570 
980,182 
177,231 
67,302 

3,496,764 

470,475 

78,787 
(34,143) 

(184.317) 

(12.038) 
14.295 

(137,416) 

333,059 

124,499 

208.560 

5.410 

528,864 418,653 213,970 

(8,803) 

$ 528.864 $ 418,653 $ 205,167 

Ttie accompanying Notes to Consolidated Finandal Statemente as they related to FirstEnergy Solutions COrp. are an integral 

part of these statements. 



FIRSTENERGY SOLUTIONS CORP. 

CONSOLIDATED BALANCE SHEETS 

As of Decemtter 31, 

ASSETS 

CURRENT ASSETS: 
Cash and cash equivalente 
Receivables-

Customers (less accumulated provisions of $8,072,000 and $7,938,000, 
respectively, for uncolledible accounts) 

Associated companies 
Otfier (less accumulated provisions of $9,000 and $5,593,000, 

respectively, for uncollectible accounts) 
Notes receivable from associated companies 
Materials and supplies, at average cost 
Prepayments and other 

PROPERTY, PLANT AND EQUIPMENT: 
In service 
Less - Accumulated provision for depreciation 

2007 2006 
(In thousands) 

Construction wori< in progress 

INVESTMENTS: 
Nuclear plant decommissioning trusts 
Long-term notes receivable from associated companies 
Other 

DEFERRED CHARGES AND OTHER ASSETS: 
Accumulated deferred Income tex t)enefite 
Lease assignment receivable from associated companies 
Goodwill 
Property texes 
Pension assete (Note 4) 
Unamorti^d sale and leaseback coste 
Other 

LIABILITIES AND CAPITALIZATION 

CURRENT LIABILITIES: 
Currentiy payable long-term debt 
Short-term borrowings-

Associated companies 
CJtiier 

Accounts pa^ble-
Associated companies 
Otiier 

Accrued taxes 
Other 

CAPITALIZATION (See Consolidated Statements of Capitalization): 
Common stocl^holder's equity 
Long-term debt 

NONCURRENT LIABILITIES: 
Deferred gain on sale and leaseback transaction 
Accumulated deferred income taxes 
Accumulated deferred invesUnent tax credits 
A s ^ t retirement obligations 
Retirement benefits 
Property taxes 
Lease maricet valuatbn liability 
Other 

COMMITMENTS AND CONTINGENCIES (Notes 6 & 13) 

The accompanying Notes to Consolidated Financial Statements as tiiey related to FirstEnergy Solutbns Corp. 
are an integral part of these balance sheets. 

133,846 
376,499 

3,823 
92,784 

427,015 
92,340 

1.126,309 

8,294,768 
3,892.013 
4,402,755 
761,701 

5.164.456 

1,332,913 
62,900 
40,004 

1.435.817 

276,923 
215,258 
24,248 
47,774 
16.723 
70,803 
43,953 
695.682 

$ 8.422.264 

$ 1,441,196 

264,064 
300,000 

445,264 
177,121 
171,451 
237.806 

3,036.902 

2,414,231 
533.712 

2.947,943 

1,060,119 
-

61,116 
810,114 
63,136 
48,095 

353,210 
41,629 

2,437,419 

i 8422.264 . 

129,843 
235,532 

4,085 
752,919 
460.239 
57.546 

1.640.166 

8,355,344 
3.818,268 
4,537,076 
339,866 

4.876.962 

1,238,272 
62,900 
72.509 

1.373.681 

_ 
-

24,248 
44,111 

-
-

39,839 
108.198 

$ 7.999.007 

S 1,469,660 

1,022,197 
-

556,049 
136,631 
113,231 
100,941 

3.398.709 

1,859.363 
1,614,222 
3.473.585 

_ 
121,449 
65.751 
760,228 
103,027 
44,433 

-
31.825 

1,126,713 

$ 7,m.W 



FIRSTENERGY SOLUTIONS CORP. 

CONSOLIDATED STATEMENTS OF CAPITALIZATION 

As of December 31, 

COMMON STOCKHOLDER'S EQUITY: 
Common stock, without par value, authorized 750 shares, 

7 and 8 shares outstanding, respectively 
Accumulated other comprehensive income (Note 2(F)) 
Retained eamings (Note 10(A)) 

Total 

LONG-TERM DEBT AND OTHER LONG-TERM OBLIGATIONS (Note 10(C)): 
Secured notes: 

FGCO 
3.980% due to associated companies 2025 
4.380% due to associated companies 2025 
5.390% due to associated companies 2025 
5.990% due to associated companies 2025 

NGC 
4.380% due to associated companies 2025 
5.990% due to associated companies 2025 

Total secured notes 

Unsecured notes: 
FGCO 
* 4.000% due 2017 
* 3.740% due 2019 
* 4.500% due 2020 
• 3.450% due 2023 
* 4.350% due 2028 
* 4.000% due 2029 
* 3.990% due 2029 
* 3.340% due 2040 
* 3.410% due 2041 
* 3.750% due 2041 
* 3.348% due 2041 

NGC 
' 3.500% due 2033 
* 3.470% due 2033 
* 3.520% due 2033 
* 3.430% due 2033 
' 3.430% due 2033 
* 3.380% due 2033 
* 3.470% due 2033 
•4.650% due 2033 
* 4.700% due 2033 
* 3.420% due 2034 
* 3.430% due 2034 
* 3.470% due 2035 
* 3.400% due 2035 
'3.740% due 2035 
* 4.250% due 2035 

3.980% due to associated companies 2025 
5.390% due to associated companies 2025 

2007 2006 
(In thousands) 

1,164,922 
140,654 

1.108,655 
2.414,231 

1,050,302 
111,723 
697,338 

1,859,363 

770,912 
35,952 
13,967 

221.485 

Total unsecured notes 

Capital lease obligations (Note 6) 
Net unamortized discount on debt 
Long-term debt due within one year 

Total long-term debt 

TOTAL CAPITALIZATION 

* Denotes variable rate issue with applicable year-^d interest rate shown. 

The accompanying Combined Notes to Consolidated Financial Statements as they relate to FirstEnergy Solutions Corp. 
are an integral part of these statements. 

. 

. 

-
. 
-

28,525 
90,140 

141,260 
234,520 

15,000 
6,450 

100.000 
43,000 

129,610 
56,600 
26,000 

871,105 

15,500 
135,550 
62,500 
99,100 
8,000 

107,500 
46,500 
54,600 
26,000 
82,800 

7,200 
163,965 
72.650 
60,000 
98,900 

-
62,900 

1.103.665 
1.974,770 

199 
(61) 

(1.441,196) 
533:712 

$ 2.947.943 

1.042.316 

55,100 
265,150 
320.250 

1,362,566 

28,525 
90,140 

-
234,520 

15,000 
-
-

43,000 
129,610 
56,600 
26,000 

623,395 

15.500 
135.550 
62,500 
99,100 
8,000 

107,500 
46,500 

-
-

82,800 
7,200 

163,965 
72,650 
60,000 

-
56,000 

180.720 
1,097,985 
1,721,380 

-

(64) 
(1,469,660) 
1.614,222 

$ 9-47g.$w 

10 



FIRSTENERGY SOLUTIONS CORP. 
CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDER'S EQUITY 

Balance, January 1,2005 
Net inamie 
Net unrealized loss on derivative Instruments, net 

of $2,414,000 of income tax benefits 
Unrealized loss on investments, net of 

$9,658,000 of income tax benefits 
Comprehensive Income 
Equity contibution from parent 
Stodc options exercised, restricted stocic units 

and other adjustments 

Comprehensive 
income 

$ 205.167 

(3,595) 

(15.462) 
S 186,110 

Accumulated 
Common Stock Other 

Number Carrying Comprehensive 
oF Shares Value Income 

(Dollars In thousands) 

8 $ 783,665 $ 84,518 

(3,595) 

(15,462) 

262,200 

2.849 

Retained 
Eamlngs 

$ 81,131 
205,167 

841 

Balance, December 31,2005 
Net Income 
Net unrealized loss on derivative Instmments, net 

of $5,082,000 of Income tax benefits 
Unrealized gain on investments, net of 

$33,698,000 of income taxes 
Comprehensive income 
Net liability for unfunded retirement benefits 

due to the implementation of SFAS 158, net 
of $10,825,000 of Income tax benefits (Note 4) 

Stock options exercised, restricted stodt units 
and other adjustments 

Cash dividends declared on common stocic 

imy^ 
$ 

J_ 

418,653 

(8.248) 

58,654 

m m 

1,568 

65,461 

(8.248) 

58,654 

(4,144) 

287,139 
418,653 

(8,454) 

Balance, December 31, 2006 
Net income 
Net unrealized loss on derivative Instruments, net 

of $3,337,000 of income tax benefits 
Unrealized gain on investments, net of 

$26,645,000 of income taxes 
Pension and other postretirement benefits, net 

of $604,000 of income taxes (Note 4) 
Comprehensive Income 
ReFHirchase of common stodt 
EquHy contribution from parent 
Stock options exercised, restricted stocic units 

and other adjustments 
Consolidated tax benefit allocation 

1,050,302 

$ 

J_ 

628,864 

(5,640) 

41,707 

(7,136) 
557,795 

(1) (600,000) 
700,000 

4,141 
10.479 

111,723 

(5,640) 

41,707 

(7,136) 

697,338 

FIN 48 cumulative effect adjustment 
Cash dividends declared on common stocic 

Balance, December 31.2007 7 $ 1,164,922 $ 140,654 $ 

(547) 
(117,000) 

1,108,655 

The accompanying Combined Notes to Consolidated Financial Statements as they related to FirstEnergy Solutions Corp. are an integral part of 

these statements. 
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FIRSTENERGY SOLUTIONS CORP. 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

For the Years Ended Decennljer 31, 2007 2006 2005 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net Income 
Adjustments to reconcile net income to net cash from 

operating activities-
Provision for depreciation 
Nuclear fuel amortization 
Deferred income taxes and investment tax credits, net 
Investment impairment (Note 2(E)) 
Cumulative effect of a change in accounting principle 
Accrued compensation and retirement benefits 
Commodity derivative transactions, net 
Gain on asset sales 
Income from discontinued operations (Note 2(H)) 
Cash collateral, net 
Pension trust contributions 
Decrease (increase) in operating assets-

Receivables 
Materials and supplies 
Prepayments and other current assets 

Increase (decrease) in operating liabilities-
Accounts payable 
Accmed taxes 
Accmed interest 

Other 
Net cash provided from operating activities 

CASH FLOWS FROM FINANCING ACTIVITIES: 
New Financing-

Long-term debt 
Equity contributions from parent 
Short-temi borrowings, net 

Redemptions and Repayments-
Common stocit 
Long-term debt 
Short-tenn borrowings, net 

Common stocl< dividend payments 
Net cash provided from (used for) financing activities 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Property additions 
Proceeds from asset sales 
Proceeds from sale and leasebaclt transaction 
Sales of investment securities held in trusts 
Purchases of investment securities held in tmsts 
Loan repayments from (loans to) associated companies 
Other 

Net cash provided from (used for) Investing activities 

Net change in cash and cash equivalents 
Cash and cash equivalents at beginning of year 
Cash and cash equivalents at end of year 

SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash Paid During the Year-

Interest (net of amounts capitalized) 
Income taxes 

(In thousands) 

$ 528,864 $ 418,653 $ 205,167 

192,912 
100,720 

(334,545) 
22,817 

-
6,419 
5,930 

(12,105) 

-
(31.059) 
(64,020) 

(99,048) 
56,407 

(13,812) 

(104,599) 
61,119 

1,143 
(22,826) 

iHiH7 

427,210 
700,000 

-

(600,000) 
(1,541,610) 

(458,321) 
(117,000) 

(i;S6&,7^1) 

(738,709) 
12,990 

1,328,919 
655,541 

(697,763) 
734.862 

(436) 
1,5&5,4dii 

-
2 

in 2 

179,163 
89,178 

115,878 
10,255 

-
25,052 
24,144 

(37,663) 

-
40,680 

-

(15,462) 
(1.637) 
(5.237) 

19.970 
12,235 
4,101 

(20,469) 
8 5 8 ^ 

1,156.841 

-
46,402 

. 
(1,137,740) 

-
(8,454) 
57,049 

(577,287) 
34,215 

-
1.066,271 

(1,066,271) 
(333,030) 
(39,788) 

. 
2 

$ 2 

177.231 
86,748 
94,602 

-
8,803 

27,960 
(219) 

(30,239) 
(5,410) 
50,695 

(13.291) 

(17,076) 
(17.563) 
(6,041) 

44,792 
35,252 

500 
5,437 

647,^48 

262,200 

-
. 
-

(114,339) 

-
147,661 

(411.560) 
58,087 

-
1.097,276 

(1,186,381 
(291,626 
(61,033 

(?SS.237 

(28) 
30 

¥ z 

$ 136,121 $ 173,337 $ 195,519 

$ 613,814 155,771 $ 20,274 

The accompanying Notes to Consolidated Financial Statements as they related to FirstEnergy Solutions Corp. 
are an integral part of these statements. 
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OHIO EDISON COMPANY 

MANAGEMENT'S NARRATIVE 
ANALYSIS OF RESULTS OF OPERATIONS 

OE is a wholly owned electric utility subsidiary of FirstEnergy. OE and its wholly owned subsidiary, Penn, conduct business 
in portions of Ohio and Pennsylvania, pnDvidIng regulated electric distribution services. They provide generation services to 
those customers electing to retain OE and Penn as their power supplier. OE's power supply requirements are provided by 
FES - an affiliated company. Penn purchases power from FES and third-party suppliers thK>ugh a competitive RFP process. 

Results of Operations 

Eamlngs on common stock decreased to $197 million from $207 million in 2006. The decrease in eamings primarily resulted 
from higher purchased power costs and lower Investment income, partially offset by higher electric sales revenues and the 
deferral of new regulatory assets. 

Revenues 

Revenues increased by $64 million or 2.6% in 2007 compared with 2006, primarily due to a $75 million increase in retail 
generation revenues, partially ofiset by a decrease in revenues from distribution throughput of $9 million. 

Higher retail generation revenues from residential customers reflected increased sales volume and the impact of higher 
average unit prices. Higher weather-related usage in 2007 compared to 2006 contributed to the increased KWH sales to 
residential customers (heating degree days increased 8.4% and 6.2% and cooling degree days increased by 34.5% and 
33.2% in OE's and Penn's service territories, respectively). Commercial retail generation revenues increased primarily due 
to higher average unit prices, partially offset by reduced KWH sates. Average prices increased due to the higher generation 
prices that were effective in January 2007 under Penn's competitive RFP process. Retail generation revenues itom the 
industrial sector decreased primarily due to an increase in customer shopping in Penn's service territory in 2007 as 
compared to 2006. The percentage of shopping customers increased to 28.1 % in 2007 from 15.7% in 2006. 

Changes in retail generation sales and revenues In 2007 from 2006 are summarized in the following tables: 

Retail Generation KWH Sales 

Residential 
Commercial 
Industrial 
Net Decrease in Generation Sales 

Retail Generation Revenues 

Residential 
Commercial 
Industrial 
Net Increase In Generation Revenues 

Increase 
(Decrease) 

6.5% 
(2.2)% 

(159)% 
(4.2)% 

Increase 
(Decrease) 
(In millions) 
$ 102 

25 
(52) 

$ 75 

Decreases in distribution revenues from commercial and Industrial customers were partially offset by increased revenues 
from residential customers. The increase irom residential customers reflected higher deliveries due to the weather 
conditions described above, partially offset by lower composite unit prices. Reduced distribution revenues from commen:ial 
customers in 2007 resulted from lower unit prices, partially offset by increased KWH deliveries. Distribution revenues fn^m 
industrial customers decreased in 2007 as a result of lower unit prices and reduced KWH deliveries. 
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Changes in distribution KWH deliveries and revenues in 2007 from 2006 are summarized in the following tables. 

Distribution KWH Deliveries 

Residential 
Commercial 
Industrial 
Cither 
Net increase In Distribution Deliveries 

Distribution Revenues 

Increase 
(Decrease) 

5.4% 
3.3% 
(1.5)% 

2.3% 

Increase 
(Decrease) 
(In millions) 

Residential $ 5 
Ck>nnmercial (2) 
Industrial (14) 
Other 2 
Net Decrease in Distribution Revenues $ (9) 

Expenses 

Total expenses increased by $64 million in 2007 from 2006. The following table presents changes from the prior year by 
expense category. 

Increase 
Expenses - Changes (Decrease) 

(In millions) 
Fuel costs $ 1 
Purchased power costs 83 
Nuclear q>erating coste (12) 
Other operating costs 3 
Provision for depreciation 4 
Amortization of regulatory assets 2 
Deferral of new regulatoiy assets (18) 
General taxes _1 
Net Increase in Expenses $ 64 

The increase in purchased power costs in 2007 primarily reflected higher unit prices under Penn's 2007 competitive RFP 
process and OE's PSA with FES. The decrease in nuclear operating costs for 2007 compared to 2006 was primarily due to 
the absence of a refueling outage at Beaver Valley Unit 2 in 2007. partially offset by costs associated with Perry's 2007 
refueling outage. OE incurs costs associated with Beaver Valley Unit 2 and Perry because of its leasehold interests in the 
plants (21.66% for Beaver Valley Unit 2 and 12.58% for Perry). The increase in other operating costs for 2007 was primarily 
due to higher transmission expenses related to MISO operations and higher labor costs reflecting increased staffing levels. 
Higher depreciation expense in 2007 reflected capital additions since the end of 2006. The increase in the deferral of new 
regulatory assets for 2007 was primarily due to higher MISO costs defened in excess of transmission revenues. 

Other Income 

Other income decreased $37 million in 2007 compared with 2006 primarily due to reductions in Interest Income on notes 
receivable resulting from principal payments from associated companies since the end of 2006, partially offset by lower 
interest expense. 

Interest Rate Risk 

OE's exposure to fiuctuations in market interest rates is reduced since a significant portion of its debt has fixed interest rates. 
The tabte betow presents principal amounts and related weighted average interest rates by year of maturity for OE's investment 
portfolio and debt obligations. 
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Comparison of Carrying Value to Fair Value 

Yearofiaaturity 

Assets 
Investments Other Than Cash 

and Cash Equivalents-
Fixed Income 
Average Interest rate 

Liabilities 
Long-temn Detrt and Other 

Long-Tenn Obligations: 
Fixed rate 

Average interest rate 
Variable rate 

Average interest rate 
Short-temfi Borrowings 

Average interest rate 

Equity Price Risk 

2008 20O9 2010 

$ 17 $ 
8.2% 

3 177 3 
4 .1% 

3 53 
4.8% 

25 3 
8.5% 

2 3 
8.0% 

29 
8.6% 

65 
5.5% 

2011 2012 
(Dollars In millions) 

3 30 $ 
8.6% 

3 1 $ 
9.7% 

34 
8.7% 

1 
9.7% 

There
after 

3 424 
7.5% 

3 780 
6 4 % 

$ 156 
3.7% 

Total 

$ 559 
7.7% 

31,026 
6.0% 

$ 156 
3.7% 

3 53 
4.8% 

Fair 
Value 

$ 626 

$1,041 

$ 156 

$ 53 

Included in OE's nuclear decommissioning trusts are maricetable equity securities canied at their market value of approximately 
$82 million as of December 31, 2007. A hypothetical 10% decrease in prices quoted by stock exchanges would result In a 
$8 million reduction in fair value as of December 31, 2007 {see Note 5). As part of the intra-system generation asset transfers 
(see Note 14), OE's nuclear decommissioning trust investments were transferred to NGC with the exception of its retained 
leasehold interests in nuclear generation assets. 

Legal Proceedings 

See the "Regulatory Matters," "Environmental Matters" and "(^her Legal Proceedings" sections within the Combined 
Management's Discussion and Analysis of Registrant Subsidiaries for discussion of other legal proceedings applicable to 
OE. 

New Accounting Standards and Interpretations 

See the "New Accounting Standards and Interpretations" section within the Combined Management's Discussion and 
Analysis of Registrant Subsidiaries for discussion of new accounting standards and interpretations applicable to OE. 
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MANAGEMENT REPORTS 

Management's Responsibility for Financial Statements 

The consolidated financial statements of Ohio Edison Company (Company) were prepared by management, who takes 
responsibility for their integrity and objectivity. The statements were prepared in conformity with accounting principles 
generally accepted in the United States and are consistent with other financial information appearing elsewhere in this 
report. PricewateriiouseCoopers LLP, an independent registered public accounting firm, has expressed an unqualified 
opinion on the Company's 2007 consolidated financial statements. 

FirstEnergy Corp.'s intemal auditors, who are responsible to the Audit Committee of FirstEnergy's Board of Directors, review 
the results and perfomnance of the Company for adequacy, effectiveness and reliability of accounting and reporting systems, as 
well as managerial and operating contn^ls. 

FirstEnergy's Audit Committee consists of four Independent directors whose duties include: consideration of the adequacy of 
die intemal controls of the Cksmpany and the objectivity of financial reporting; inquiry into the number, extent, adequacy and 
validity of regular and special audits conducted by independent auditors and the intemal auditors; and reporting to the BoanJ of 
Directors the Committee's findings and any recommendation fbr changes in scope, methods or procedures of the auditing 
functions. The Committee is directiy responsible for appointing the Company's Independent registered public accounting firm 
and is charged with reviewing and approving all sen/ices performed for tiie Company by the independent registered public 
accounting fimn and for reviewing and approving the related fees. The Committee reviews ttie IndeperKlent registered public 
accounting firm's report on intemal quality control and reviews all relationshi|:>s between the independent registered public 
accounting firm and tiie Company, in order to assess the independent registered public accounting firm's independence. The 
Committee also reviews managements programs to monitor compliance with the Company's policies on business ethics and 
risk management The Committee establishes pre)cedures to receive and respond to complaints received by the Company 
regarding accounting, internal accounting controls, or auditing matters and allows for tiie confidential, anonymous submission 
of concems by employees. The Audit Committee held nine meetings in 2007. 

Management's Report on Internal Control Over Financial Reporting 

Management is responsible for establishing and maintaining adequate intemal control over financial reporting as defined in 
Rule 13a-15(f) of the Securities Exchange Act of 1934. Using the criteria set forth by the Committee of Sponsoring 
Organizations of the Treadway Commission In Internal Control - Integrated Framework, management conducted an 
evaluation of the effectiveness of the Company's internal control over financial reporting under the supervision of the chief 
executive officer and the chief financial officer. Based on that evaluation, management concluded that the Company's 
intemal control over financial reporting was effective as of December 31, 2007. 

This annual report does not include an attestation report of the Company's registered public accounting firm regarding 
intemal control over financial reporting. 

16 



Report of Independent Registered Public Accounting Firm 

To the Stockholder and Board of 
Directors of Ohio Edison Company: 

In our o|3inion, the accompanying consolidated balance sheets and the related consolidated statements of income, 
capitalization, common stockholder's equity and cash flows present fairiy, in all material respects, the financial position of Ohio 
Edison Company and its subsidiaries at December 31. 2007 and 2006, and the results of their operations and their cash flows 
for each of the three years in the period ended December 31, 2007 in confomiity with accounting principles generally accepted 
in the United States of America. These financial statements are the responsibility of the Company's management. Our 
responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits of these 
statements in accordance witii tiie standards of tiie Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perfonn tiie audit to obtain reasonable assurance about whether tiie financial statements 
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements, assessing the accounting principles used and significant estimates made by 
management, and evaluating tiie overall financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 

As discussed in the notes to the consolidated financial statements, tiie Ck>mpany changed the manner in which it accounts for 
uncertain tax positions as of January 1, 2007 (Note 8), defined benefit pension and other postretirement plans as of December 
31,2006 (Note 4) and conditional asset retirement obligations as of December 31,2005 (Note 2(G) and Note 11). 

PricewateriiouseCoopers LLP 
Cleveland, Ohio 
February 28,2008 
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OHIO EDISON COMPANY 

CONSOLIDATED STATEMENTS OF INCOME 

For the Years Ended December 31, 2007 2006 2005 

REVENUES (Note 3): 
Electric sales 
Excise and gross receipts tax collections 

Total revenues 

EXPENSES (Note 3): 
Fuel 
Purchased power 
Nuclear operating costs 
Other operating costs 
Pnwision for depreciation 
Amortization of regulatory assets 
Defenal of new regulatory assets 
General taxes 

Total expenses 

OPERATING INCOME 

OTHER INCOME (EXPENSE) (Note 3): 
Investment income 
Miscellaneous income (expense) 
Interest expense 
Capitalized interest 
Subsidiary's prefened stocit dividend requirements 

Total other income 

INCOME BEFORE INCOME TAXES AND CUMULATIVE 
EFFECT OF A CHANGE IN ACCOUNTING PRINCIPLE 

INCOMETAXES 

$ 2,375,306 
116,223 

2,491,529 

11,691 
1,359,783 

174,696 
381,339 
77,405 

191,885 
(177,633) 
181,104 

2.200,270 

291,259 

85,848 
4,409 

(83,343) 
266 
-

7,180 

298,439 

101,273 

(In thousands) 

$ 2,312,956 
114.500 

2,427,456 

11,047 
1.275,975 

186,377 
378.717 
72,982 

190,245 
(159,465) 
180,446 

2.136,324 

291.132 

130,853 
1,751 

(90,355) 
2,198 
(597) 

43,850 

334,982 

123,343 

$ 2,861,043 
114,510 

2.975,553 

53,113 
939,193 
337,901 
404,763 
108,583 
457,205 
(151.032) 
193.284 

2,343,010 

832,543 

99,269 
(25,190) 
(75,388) 
10,849 
(1.689) 
7,851 

640,394 

309,996 

INCOME BEFORE CUMULATIVE EFFECT OF 
A CHANGE IN ACCOUNTING PRINCIPLE 

Cumulative effect of a change in accounting principle 
(net of income tax benefit of $9,223,000) (Note 2(G)) 

NET INCOME 

197.166 211,639 330.398 

(16,343) 

197.166 211,639 314,055 

PREFERRED STOCK DIVIDEND REQUIREMENTS 
AND REDEMPTION PREMIUM 

EARNINGS ON COMMON STOCK 

4,552 

$ 197.166 $ 207.087 

2,635 

311.420 

The accompanying Combined Notes to Consolidated Financial Statements as they relate to Ohio Edison Company 
are an integral pari of these statements. 

18 



OHIO EDISON COMPANY 

CONSOLIDATED BALANCE SHEETS 

As of December 31, 

ASSETS 
CURRENT ASSETS: 

Cash and cash equivalents 
Receivabies-

Customers (less accumulated provisions of $8,032,000 and $15,033,000, respectively, 
for uncollectibie accounts) 

Assodated companies 
Other (less accumulated provisions of $5,639,000 and $1,985,000. respectively, 

for uncollectible accounts) 
Notes receivable from associated companies 
Prepayments and other 

UTILITY PLANT: 
In service 
Less - Accumulated pnsvision for depreciation 

Construction woric in progress 

OTHER PROPERTY AND INVESTMENTS: 
Long-temi notes receivable from associated companies 
Investment in lease obligation bonds (Note 6) 
Nuclear plant decommissioning trusts 
Other 

DEFERRED CHARGES AND OTHER ASSETS: 
Regulatory assets 
Pension assets 
Property taxes 
Unamortized sale and teaseback costs 
Other 

LIABILITIES AND CAPITALIZATION 
CURRENT LIABILITIES: 

Currently payable long-temn debt 
Short-term bonowings-

Associated companies 
Other 

Accounts payable-
Associated companies 
Other 

Accrued taxes 
Accrued interest 
Other 

CAPITALIZATION (See Consolidated Statements of Capitalization): 
Common stocithotder's equity 
Long-term debt and other long-temn obligations 

NONCURRENT LIABILITIES: 
Accumulated deferred income taxes 
Accumulated defened investment tax credits 
Asset retirement obligations 
Retirement benefits 
IDeferred revenues - electric service programs 
Other 

COMMITMENTS AND CONTINGENCIES (Notes 6 and 13] 

2007 2006 
(In thousands) 

732 $ 

333.224 

712 

248,990 
185,437 

12,395 
595,859 
10,341 

1,053,754 

2,769,880 
1.090,862 
1,679.018 

50.061 
1.729,079 

258,870 
253,894 
127,252 
36.037 

676.053 

737,326 
228,518 
65,520 
45,133 
48.075 

1.124.572 
S 4.583.458 i 

234,781 
141,084 

13,496 
458,647 

13,606 
862,326 

2.632,207 
1.021,918 
1,610,289 

42,016 
1.652,305 

1,219,325 
291.393 
118,209 
38.160 

1.667.087 

741.564 
68.420 
60,080 
50,136 
18,696 

938,896 
\ 5.120.614 

159,852 

50,692 
2.609 

174,088 
19,881 
89,571 
22,378 
65,163 

757,606 

1,576,175 
840.591 

2,416,766 

781,012 
16,964 
93,571 

178,343 
46,849 

292.347 
1,409,086 

£ 4.583.458 ! 

113,987 
3,097 

115.252 
13,068 

187,306 
24,712 
64.519 

681.793 

1,972,385 
1,118.576 
3,090.961 

674,288 
20,532 
88.223 

167,379 
86,710 

310,728 
1,347,860 

; 5.120.614 

The accompanying Combined Notes to Consolidated Financial Statements as they relate to Ohio Edison Company are an integral part of 
these balance sheets. 
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OHIO EDISON COMPANY 

CONSOLIDATED STATEMENTS OF CAPITALIZATION 

Asof December 31, 2007 2006 
(In thousands) 

$ 1,220,512 

48,386 

307,277 

1,576,175 

$ 1,708,441 

3,208 

260,736 

1,972.385 

COMMON STOCKHOLDER'S EQUITY: 

Common stocic, without par value, 175,000,000 shares authorized, 

60 and 80 shares outstanding, respectively 

Accumulated other comprehensive income (Note 2(F)) 

Retained eamings (Note 10(A)) 

Total 

LONG-TERM DEBT AND OTHER LONG-TERM OBUGATIONS (Note 10(C)): 

Ohio Edison Company-

Secured notes: 

5.375% due 2028 

* 3.780% due 2029 

* 3.750% due 2029 

7.008% weighted average interest rate due 2007-2010 

Total 

Unsecured notes: 

4.000% due 2008 

* 3.400% due 2014 

5.450% due 2015 

6.400% due 2016 

* 3.850% due 2018 

* 3.800% due 2018 

* 3.750% due 2023 

6.875% due 2036 

Total 

Pennsylvania Power Company-

First mortgage bonds: 

9.740% due 2007-2019 

7.625% due 2023 

Total 

Secured notes: 

5.400% due 2013 

5.375% due 2028 

Total 

Unsecured notes: 

5.390% due 2010 to associated company 

Total 

Capital leasa obligations (Note 6) 

Net unamortized discount on debt 

Long-term debt due within one year 

Total long-term debt and other long-tenn obligations 

TOTAL CAPITALIZATION 

* Denotes variable rate issue with applicable year-end interest rate shovm. 

The accompanying Combined Notes to Consolidated Financial Statements as tt^ey relate to Ohio Edison Company are an 

integral part of these statements. 

13,522 

- • 

-
3.900 

17,422 

175,000 

50.000 

150,000 

250,000 

33,000 

23,000 

50.000 

350,000 

1,081,000 

11,721 

6,500 

18,221 

1,000 

1,734 

2,734 

62,900 

62,900 

329 
(8,791) 

(333,224) 

840,591 

$ 2,416,766 

13,522 

100,000 

6,450 

8,253 

128.225 

175,000 

50,000 

160,000 

250,000 

33,000 

23,000 

50,000 

350.000 

1,081,000 

12,695 

6,500 

19,195 

1.000 

1,734 

2,734 

62,900 

62,900 

362 
(15,988) 

(159,852) 

1.118,576 

$ 3,090,961 

20 



OHIO EDISON COMPANY 

CONSOLIDATED STATEIMENTS OF COMMON STOCKHOLDER'S EQUITY 

Balance. January 1,20C€ 
Net income 
Minimum liability for unlunded retirement 

benefits, net of $49,027,000 of Income taxes 
Unrealized loss on investments, net of 

$13,066,000 of income tax benefits 
Comprehensive Income 
AfRliated company asset transfers 
Restricted stock unite 
Pref^red stock redemption adjustment 
Cash dividends on preferred stodc 
Cash dividends on commtm stock 

Comprehensive 
income 

$ 314,055 

69,463 

(18,251) 

Accumulated 
Common Stock Other 

of Shares Value Income fLoss) 
(Dollars in thousands) 

100 $ 2,09e,/29 $ (47,118) 

69.463 

(18.251) 

Retained 
Earnings 

$ 442.198 
314,065 

365 267 
198,147 

32 
345 

(106,774) 

(2,635) 
(446.000) 

Balance, December 31,2005 
Net income 
Unrealized gain on Investments, net of 

$4,455,000 of Income taxes 
Comprehensive income 
Net liability for unfunded retlr«Ttent benefits 

due to the Implementation of SFAS 158, net 
of $22,287,000 of income tax benefits (Note 4) 

Affiliated company asset transfers 
Restricted stock units 
Stock based compensation 
Repurchase of common stock 
Preferred stock redemption adjustments 
Preferred stock redemption premiums 
Cash dividends on preferred stock 
Cash dividends on common stock 

100 2,297,253 
$ 211,639 

7.954 
S 219-593 

(20) 

(87,893) 
58 
82 

(500,000) 
(1,059) 

4.094 

7,954 

(8,840) 

200.844 
211.639 

604 
(2,928) 
(1.423) 

(148.000) 
Balance, IDecember 31,2006 

Net in(XHine 
Unrealized gain on Investments, net of 

$2,784,000 of income taxes 
Penston and other postretirement benefits, net 

of $37,820,000 of income taxes (Note 4) 
Comprehensive income 
Restrided stock urats 
Stock based compensation 
Repurchase of common stock 
Consolklated tax benefit allocation 

80 1,708,441 
$ 

J= 

197,166 

3,874 

41,304 
242.344 

(20) 

129 
17 

(500,000) 
11,925 

3,208 

3,874 

41,304 

260,736 
197,166 

FIN 48 cumulative effect adjustment 
Cash dividends on common stock 

g£L_ $ 1.220.512 $ 48.386 $ 

(625) 
(150,000) 

The accompanyir^g Combined Notes to Consolidated Financial Statements as the relate to Ohio Edison Company are an integral 

part of these statements. 
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OHIO EDISON COMPANY 

CONSOLIDATED STATEIMENTS OF CASH FLOWS 

For the Years Ended December 31, 2007 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net income 

Adjustments to reconcile net income to net cash from operating activities-
Provision for depreciation 
Amortization of regulatory assets 
Deferral of new regulatory assets 
Nuclear fuel and lease amortization 
Amortization of lease costs 
Deferred income taxes and investment tax credits, net 
Accmed compensation and retirement benefits 
Cumulative effect of a change in accounting principle 
Pension trust contributions 
Decrease (increase) in operating assets-

Receivables 
Materials and supplies 
Prepayments and other current assets 

Increase (decrease) in operating liabilities-
Accounts payable 
Accrued taxes 
Accrued interest 

Electric service prepayment programs 
Other 

Net cash provided from operating activities 

CASH FLOWS FROM FINANCING ACTIVITIES: 
New Financing-

Long-term debt 
Short-term borrowings, net 

Redemptions and Repayments-
Common stock 
Preferred stock 
Long-term debt 
Short-term borrowings, net 

Dividend Payments-
Common stock 
Preferred stock 

Net cash used for financing activities 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Pnsperty additions 
Sales of investment securities held in trusts 
Purchases of investment securities held in trusts 
Loan repayments from (loans to) associated companies, net 
Collection of principal on long-term notes receivable 
Cash investments 
Other 

Net cash provided from (used for) investing acti^ties 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of year 
Cash and cash equivalents at end of year 

SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash Paid During the Year-

Interest (net of amounts capitalized) 
Income taxes 

197,166 

109,555 

(500,000) 

(112,497) 
(114,475) 

(150,000) 

(876,972) 

767,437 

20 
712 

$ 

$ 

732 

80,958 

2006 
(In thousands) 

211,639 

2005 

307,069 

592,180 

(500.000) 
(78,480) 

(613,002) 
(186,511) 

(148,000) 
114231 

(935,236) 

-"• 627,&50 

(217) 
U29 

$ 

$ 

712 

57,243 

314.055 

77.405 
191,885 
(177,633) 

33 
(7,425) 
423 

(46,313) 
-

(20,281) 

(57,481) 
-

3,265 

65,649 
(81,079) 
(2,334) 
(39,861) 
6,096 

72,982 
190.245 
(159,465) 

735 
(7,928) 
(68.259) 
5.004 

-
-

103.925 
-

1.275 

(53,798) 
23,436 
16,379 
(34,983) 
5,882 

108,583 
457.205 
(151.032) 
45,769 
(6,365) 

(29,750) 
14,506 
16,343 

(106,760) 

84,688 
(3,367) 
(1.778) 

45.149 
10,470 
(3,669) 

121,692 
(464) 

915.285 

146.450 
26.404 

(37.750) 
(414,020) 

(446,000) 
f2.635) 

(727.551) 

(145,311) 
37,736 
(43,758) 
(79,115) 
960,327 
37,499 

59 

(123,210) 
39,226 
(41,300) 
78,101 

553,734 
112,584 
8.815 

(266.823) 
283,816 
(315,356) 
(35,553) 
199,848 
(49.270) 
(4.697) 

(m,t^B) 
(301) 
1,230 

t 

$ 

T" 

929 

67,239 

285,819 

The accompanying Combined Notes to Consolidated Financial Statements as the relate to Ohio Edison Company are an integral part of 
these statements. 
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THE CLEVELAND ELECTRIC ILLUMINATING COMPANY 

MANAGEMENTS NARRATIVE 
ANALYSIS OF RESULTS OF OPERATIONS 

CEI is a wholly owned, electric utility subsidiary of FirstEnergy. CEI conducts business in northeastern Ohio, providing 
regulated electric distribution services. CEI also provides generation to those customers electing to retain CEI as their 
power supplier. CEl's power supply requirements are primarily provided by FES - an afRliated company. 

Results of Operations 

Eamings on common stock in 2007 deaeased to $276 million from $306 million in 2006. The decrease resulted primarily from 
higher punshased power costs, higher other operating costs and lower investment income, partially offset by higher electric 
sales revenues and the defenal of new regulatory assets. 

Revenues 

Revenues increased by $53 million or 3% in 2007 compared to 2006 primarily due to higher retail generation and distribution 
revenues, partially offset by a decrease in wholesale generation revenues. 

Retail generation revenues increased by $38 million In 2007 compared to 2006 due to increased KWH sales and higher 
composite unit prices for all customer dasses. Higher weather-related usage in 2007 compared to 2006 primarily contributed 
to the increased KWH sales in the residential and commercial sectors (cooling degree days increased 28% and heating 
degree days increased 10% from 2006). Increased KWH sales In the industrial sector reflected a slight decrease in customer 
shopping. 

Increases in retail generation ^ i e s and revenues in 2007 compared to 2006 are summarized in the following tables: 

Retail Generation KWH Saies Increase 

Residential 
Commercial 
Industrial 
Increase in Retail Generation Sales 

Retail Generation Itevenues 

Residential 
Commercial 
Industrial 
Increase in Generation Revenues 

3.9% 
5.3% 
0.9% 
2.8% 

Increase 
[In millions) 
$ 11 

17 
10 

$ 38 

Wholesale generation revenues decreased by $4 million in 2007 compared to 2006, primarily due to the assignment of CEl's 
leasehold interests in the Bruce Mansfield Plant to FGCO on OctDt)er 16, 2007. Prior to the assignment, CEI sold power from 
its interests in the plant to FGCO. 

Revenues fnam distribution throughput increased by $17 million in 2007 compared to 2006 primarily due to increased KWH 
deliveries to all customer classes, partially offeet by lower composite unit prices. Increased KWH deliveries were primarily a 
result of the weather effects in 2007 compared to 2006 as described above. 

Changes in distribution KWH deliveries and revenues in 2007 compared to 2006 are summarized in the following tables. 

Distribution KWH Deliveries Increase 

Residential 
Commercial 
Industrial 
Increase In Distribution Deliveries 

4.2% 
3.2% 
0.5% 
2 ^ % 
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Increase 
Distribution Revenues (Decrease) 

{In millions) 
Residential $ 10 
Commercial 9 
Industrial (2) 
Net Increase In Distribution Revenues $ 17 

Expenses 

Total expenses increased by $67 million in 2007 compared to 2006. The following table presents the change from the prior 
year by expense category: 

Expenses -Changes 

Fuel costs 
Purchased power costs 
Other operating costs 
Provision for depreciation 
Amortization of regulatory assets 
Deferral of new regulatory assets 
General taxes 
Net increase In Expenses 

Increase 
(Decrease) 
(In millions) 

$ (10) 
44 
19 
11 
17 

(21) 
7 

$ 67 

Lower fuel costs resulted from the assignment of CEl's leasehold interests in the Bruce Mansfield Plant to FGCO as described 
above. Prior to the assignment, CEI incurred fuel expenses on its leasehold interest in the plant. Higher purchased power 
costs in 2007 compared to 2006 primarily reflect higher unit prices associated with the PSA with FES and an increase in 
purchased power to meet CEl's higher retail generation sales requirements. Higher other operating costs in 2007 compared to 
2006 reflect increases in MISO transmission expenses due to increased transmission volumes. The increased depreciation in 
2007 is primarily due to property additions since 2006 as well as the absence of a credit adjustment recognized in 2006 
($6.5 miliion pre-tax and $4 million after tax). 

The inaeased amortization of regulatory assets in 2007 compared to 2006 was due to increased transitiwi cost amortization 
reflecting the higher KWH sates discussed above and increases due to the impact from using the effective interest method. 
The increase in the defen-al of new regulatory assets in 2007 reflects a higher level of MISO costs defenBd in excess of 
transmission revenues and increased canning charges defened under CEl's RCP, General taxes were higher in 2007 
compared to 2006 primarily as a result of higher real and personal property taxes. 

Other Expense 

Other expense increased by $41 mitlion due to tovi/er investment income on associated company notes receivable In 2007, 
primarily due to repayments from FGCO and NGC in December 2006 related to the generation asset transfers. 

Interest Rate Risk 

CEI has tittle exposure to fluctuations in mari<et interest rates because most of its debt has fixed interest rates. The table below 
presents principal amounts and related weighted average interest rates by year of maturity for CEl's investment portfolio and 
debt obligations. 
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Comparison of Carrying Value to Fair Value 
There- Fair 

Year of Maturity 2008 2009 2010 2011 2012 after Total Value 
(Dollars in milltons) 

Investments Other Than Cash 
and Cash Equivalents-
Fixed Income $ 38 $ 37 $ 49 $ 53 $ 66 $ 221 $ 464 $ 532 
Average interest rata 7.7% 7.7% 7.7% 7.7% 7.7% 7.7% 7.7% 

125 $ 
6.9% 

532 
5.1% 

162 $ 
7.4% 

18 $ 
7.7% 

20 $ 
7.7% 

22 $ 
7.7% 

$ 

1.237 $ 
6.4% 
82 $ 
3.8% 

$ 

1.584 $ 
6.6% 
82 $ 
3.8% 
532 $ 
5.1% 

1.624 

82 

532 

Long-term Debt and Other 
Long-Temi Obligations: 
Fixed rate $ 

Average interest rate 
Variable rate 

Average Interest rate 
Short-tenn Borrowings $ 

Average interest rate 

Legal Proceedings 

See the "Regulatory Matters," "Environmental Matters" and "Other Legal Proceedings" sections within the Combined 
Management's Discussion and Analysis of Registrant Subsidiaries for discussion of legal proceedings applicabte to CEI. 

New Accounting Standards and Interpretations 

See the "New Accounting Standards and Interpretations" section vwthin the Combined Management's Discussion and 
Analysis of Registrant Subsidiaries for discussion of new accounting standards and interpretations applicabte to CEI. 
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IMANAGEMENT REPORTS 

Management's Responsibility for Financial Statements 

The consolidated financiat statements of The Cleveland Etectric Illuminating Company (Company) were prepared by 
management, who talces responsibility for their integrity and objectivity. The statements were prepared in confonnlty with 
accounting principles generally accepted in the United States and are consistent with other financial infonnation appearing 
elsewhere in this report. PricewaterhouseCoopers LLP, an independent registered public accounting firm, has expressed 
an unqualified opinion on the Company's 2007 consolidated financial statements. 

RrstEnergy Corp.'s internal auditors, who are responsible to the Audit Committee of FirstEnergy's Board of Directore, review 
the resutts and peri'omnance of the Company for adequacy, effectiveness and reliability of accounting and reporting systems, 
as well as managerial and operating controls. 

FirstEnergy's Audit Committee consists of four independent directors whose duties include: consideration of the adequacy of 
the intemal controls of the Company and the objectivity of financiat reportirtg; inquiry into the number, extent, adequacy and 
validity of regular and spedal audits conducted by independent auditors and the internal auditors; and reporting to the Board of 
Directors the Ck}mmittee's findings and any recommendation for changes in scope, methods or pr(x;edures of the auditing 
functions. The Committee is directly responsibte for appointing the Company's independent registered public accounting firm 
and is charged with reviewing and approving all services perfonned for the Company by the independent registered public 
accounting firm and for reviewing and approving the related fees. The Committee revievi/s the independent registered public 
accounting fimn's report on intemal quality control and reviews alt relationships between the independent registered public 
accounting firm and the Company, in onder to assess the independent registered public accounting finrn's independence. The 
Committee also reviews management's programs to monitor compliance with the Company's policies on business etiTics and 
risk management. The Committee establishes procedures to receive and respond to complaints received by the Company 
reganjing accounting, internal accounting controls, or auditing matters and atlovt^ for the confidential, anonymous submission 
of concems by emptoyees. The Audit Committee held nine meetings in 2007. 

Management's Report on Internal Control Over Financial Reporting 

Management is responsibte for establishing and maintaining adequate internal control over financial reporting as defined in 
Rule 13a-15(f) of the Securities Exchange Act of 1934. Using the criteria set forth by the Committee of Sponsoring 
Organizations of the Treadway Commission in Intemal Control - Integrated Framework, management conducted an 
evaluation of the effectiveness of the Company's intemal control over financiat reporting under the supervision of the chief 
executive officer and the chief financiat officer. Based on that evaluation, management concluded that the Company's 
intemal control over financiat reporting was effective as of December 31, 2007. 

This annual report does not include an attestation report of the Company's registered public accounfing fimn regarding 
intemal control over financiat reporting. 
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Report of Independent Registered Public Accounting Finn 

To the Stockholder and Board of Directors of 
The Cteveland Etectric Illuminating Company: 

tn our opinion, the accompanying consolidated balance sheets and the related consolidated statements of income, 
capitalization, common stockholder's equity and cash flows present fairiy, in alt material respects, Uie financiat posttion of The 
Cleveland Etectric illuminating Company and its sub>sidiaries at December 31, 2007 and 2006, and the resutts of their 
operations and their cash fiows for each of the three years in the period ended December 31, 2007 in confomnity with 
accounting principles generally accepted in the United States of America. These financiat statements are the responsibility of 
the Company's management Our responsibility is to express an opinion on these financiat statements based on our audits. 
We conducted our audits of these statements in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standanjs require that we plan and pertonn the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basts, evidence 
supporting the amounts and disctosures in the financiat statements, assessing the accounting principles used and signiflcant 
estimates made by management, and evaluating the overall financiat statement presentation. We believe that our audits 
provide a reasonabte basis for our opinion. 

As discussed in Uie notes to the consolidated financiat statements, the Company changed the manner in which it accounts for 
uncertain tax positions as of January 1,2007 (Note 8), defined benefit pension and other postretirement plans as of December 
31,2006 (Note 4) and conditional asset retirement obligations as of December 31.2005 (Note 2(G) and Note 11). 

PricewateriiouseCoopers LLP 
Cleveland, Ohio 
February 28,2008 
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