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FirstEnergy Corp., $.10 par value 297,636,276

This Form 10-Q includes forward-looking statements based on information
currently available to management. Such statements are subject to certain risks
and uncertainties. These statements typically contain, but are not limited to,
the terms "anticipate", "potential", "expect", "believe", "estimate" and similar
words. Actual results may differ materially due to the speed and nature of
increased competition and deregulation in the electric utility industry,
economic or weather conditions affecting future sales and margins, changes in
markets for energy services, changing energy and commodity market prices,
replacement power costs being higher than anticipated or inadequately hedged,
maintenance costs being higher than anticipated, legislative and regulatory
changes (including revised environmental requirements), availability and cost of
capital, inability of the Davis—-Besse Nuclear Power Station to restart
(including because of an inability to obtain a favorable final determination
from the Nuclear Regulatory Commission) in the fall of 2003, inability to
accomplish or realize anticipated benefits from strategic goals, further
investigation into the causes of the August 14, 2003, power outage and other
similar factors.

EXPLANATORY NOTE

We are filing this Amendment No. 1 to our Quarterly Report on Form 10-Q for the
quarter ended June 30, 2003 (the "Report") to correct certain typographical and
minor computational errors in Item 1 - FINANCIAL STATEMENTS - Note 6 to the
Consolidated Financial Statements and Item 2 —-- MANAGEMENT'S DISCUSSION AND
ANALYSIS OF RESULTS OF OPERATIONS AND FINANCIAL CONDITION of the Report. This
Amendment has no effect on previously reported results of operations or
financial position.

The complete amended and restated Item 1, which is included in its entirety
below, reflects corrections to the tables included in Note 6 "Segment
Information” as follows:

For the three months ended June 30, 2003 -

Income taxes for regulated services, competitive services and other,
respectively, of $89 million, $(32) million and $(32) million,
respectively, should have read $80 million, $(31) million and $(31)
million, respectively.

Income before discontinued operations and cumulative effect of
accounting change for regulated services and competitive services,
respectively, of $118 million and $(45) million, respectively, should
have read $107 million and $(44) million, respectively.

Net income (loss) for regulated services and competitive services,
respectively, of $118 million and $(45) million, respectively, should
have read $107 million and $(44) million, respectively.

For the three months ended June 30, 2002 -

External revenues for regulated services, competitive services and
other, respectively, of $2,161 million, $696 million and $36 million,
respectively, should have read $2,210 million, $590 million and $93
million, respectively.
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Internal revenues for regulated services and competitive services,
respectively, of $177 million and $417 million, respectively, should
have read $237 million and $357 million, respectively.

Total revenues for regulated services, competitive services and other,
respectively, of $2,338 million, $1,113 million and $161 million,
respectively, should have read $2,447 million, $947 million and $218
million, respectively.

For the six months ended June 30, 2003 -

External revenues for regulated services and competitive services,
respectively, of $4,398 million and $1,606 million, respectively,
should have read $4,399 million and $1,605 million, respectively.

Total revenues for regulated services and competitive services,
respectively, of $4,896 million and $2,678 million, respectively,
should have read $4,897 million and $2,677 million, respectively.

Income taxes for regulated services, competitive services and other,
respectively, of $248 million, $(63) million and $(62) million,
respectively, should have read $234 million, $(61) million and $(61)
million, respectively.

Income before discontinued operations and cumulative effect of
accounting change for regulated services, competitive services and
other, respectively, of $345 million, $(89) million and $(105) million,
respectively, should have read $323 million, $(100) million and $(104)
million, respectively.

Net income (loss) for regulated services, competitive services and
other, respectively, of $446 million, $(88) million and $(165) million,
respectively, should have read $424 million, $(99) million and $(164)
million, respectively.

For the six months ended June 30, 2002 -
External revenues for regulated services and competitive services,
respectively, of $4,156 million and $1,283 million, respectively,
should have read $4,264 million and $1,175 million, respectively.
Total revenues for regulated services and competitive services,

respectively, of $4,688 million and $2,110 million, respectively,
should have read $4,796 million and $2,002 million, respectively.

The complete amended and restated Item 2, which is included in its entirety
below, reflects the following corrections:
Under the heading "RESULTS OF OPERATIONS":
Under the subheading "Expenses":
In the first sentence of the third paragraph, the decrease in
other operating expenses of $9.6 million in the second quarter

of 2003 should have read $7.1 million.

In the last sentence of the sixth paragraph, the lower charges
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resulting from revised service life assumptions for generating
plants of $14.1 million should have read $12.7 million.

Under the heading "RESULTS OF OPERATIONS-BUSINESS SEGMENTS":
In the third paragraph under the subheading "Regulated Services":

In the third sentence, the increase in other operating
expenses of $15.9 million and in depreciation and amortization
expense of $10.6 million should have read $18.4 million and
$8.1 million, respectively, In the sixth sentence, the
increase in other operating expense of $29.9 million and in
depreciation and amortization expense of $27.2 million should
have read $32.4 million and $24.7 million, respectively.

Under the heading "CAPITAL RESOURCES AND LIQUIDITY":
Under the subheading "Cash Flows from Operating Activities":

In the table, cash earnings for the three months ended June
30, 2003 of $509 million should have read $515 million, and
for the three months ended June 30, 2002 of $530 million
should have read $495 million.

In the table, working capital and other for the three months
ended June 30, 2003 of ($487) million should have read ($493)
million, and for the three months ended June 30, 2002 of
($268) million should have read ($233) million.

In the second paragraph, the change in funds used for working
capital of $219 million should have read $260 million, and the
decrease in cash earnings of $21 million should have read an
increase in cash earnings of $20 million.

Under the heading "IMPLEMENTATION OF ACCOUNTING STANDARD":

The "Total as originally reported" for expenses in the chart entitled
Impact of Recording Energy Trading Net for the three months and six
months ended June 30, 2002 of $2,309 million and $4,701 million,
respectively, should have read $2,323 million and $4,725 million,
respectively.

The "Total as currently reported" for expenses in the same chart as
indicated above for the three months and six months ended June 30, 2002

of $2,259 million and $4,611 million, respectively, should have read
$2,273 million and $4,635 million, respectively.
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PART IT. OTHER INFORMATION

PART I. FINANCIAL INFORMATION

FIRSTENERGY CORP. AND SUBSIDIARIES
OHIO EDISON COMPANY AND SUBSIDIARIES
THE CLEVELAND ELECTRIC ILLUMINATING COMPANY AND SUBSIDIARIES
THE TOLEDO EDISON COMPANY AND SUBSIDIARY
PENNSYLVANIA POWER COMPANY
JERSEY CENTRAL POWER & LIGHT COMPANY AND SUBSIDIARIES
METROPOLITAN EDISON COMPANY AND SUBSIDIARIES
PENNSYLVANIA ELECTRIC COMPANY AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS
(UNAUDITED)

1 - FINANCIAL STATEMENTS:

The principal business of FirstEnergy Corp. (FirstEnergy) is the
holding, directly or indirectly, of all of the outstanding common stock of its
eight principal electric utility operating subsidiaries, Ohio Edison Company
(OE), The Cleveland Electric Illuminating Company (CEI), The Toledo Edison
Company (TE), Pennsylvania Power Company (Penn), American Transmission Systems,
Inc. (ATSI), Jersey Central Power & Light Company (JCP&L), Metropolitan Edison
Company (Met-Ed) and Pennsylvania Electric Company (Penelec). These utility
subsidiaries are referred to throughout as "Companies." Penn is a wholly owned
subsidiary of OE. JCP&L, Met-Ed and Penelec were acquired in a merger (which was
effective November 7, 2001) with GPU, Inc., the former parent company of JCP&L,
Met-Ed and Penelec. The merger was accounted for by the purchase method of
accounting and the applicable effects were reflected on the financial statements
of JCP&L, Met-Ed and Penelec as of the merger date. FirstEnergy's consolidated
financial statements also include its other principal subsidiaries: FirstEnergy
Solutions Corp. (FES); FirstEnergy Facilities Services Group, LLC (FSG); MYR
Group, Inc.; MARBEL Energy Corporation; FirstEnergy Nuclear Operating Company
(FENOC) ; GPU Capital, Inc.; GPU Power, Inc.; and FirstEnergy Service Company
(FESC) . FES provides energy-related products and services and, through its
FirstEnergy Generation Corp. (FGCO) subsidiary, operates FirstEnergy's
nonnuclear generation business. FENOC operates the Companies' nuclear generating
facilities. FSG is the parent company of several heating, ventilating, air
conditioning and energy management companies, and MYR is a utility
infrastructure construction service company. MARBEL holds FirstEnergy's interest
in Great Lakes Energy Partners, LLC. GPU Capital owns and operates electric
distribution systems in foreign countries (see Note 3) and GPU Power owns and
operates generation facilities in foreign countries. FESC provides legal,
financial and other corporate support services to affiliated FirstEnergy
companies. Significant intercompany transactions have been eliminated.

The Companies follow the accounting policies and practices prescribed
by the Securities and Exchange Commission (SEC), the Public Utilities Commission
of Ohio (PUCO), the Pennsylvania Public Utility Commission (PPUC), the New
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Jersey Board of Public Utilities (NJBPU) and the Federal Energy Regulatory
Commission (FERC). The condensed unaudited financial statements of FirstEnergy
and each of the Companies reflect all normal recurring adjustments that, in the
opinion of management, are necessary to fairly present results of operations for
the interim periods. These statements should be read in conjunction with the
financial statements and notes included in the combined Annual Report on Form
10-K, as amended where applicable, for the year ended December 31, 2002 for
FirstEnergy and the Companies. The preparation of financial statements in
conformity with accounting principles generally accepted in the United States
(GAAP) requires management to make periodic estimates and assumptions that
affect the reported amounts of assets, liabilities, revenues and expenses and
disclosure of contingent assets and liabilities. Actual results could differ
from those estimates. The reported results of operations are not indicative of
results of operations for any future period. Certain prior year amounts have
been reclassified to conform with the current year presentation, as discussed
further in Note 5, as well as restated as discussed below.

Preferred Securities

The sole assets of the CEI subsidiary trust that is the obligor on the
preferred securities included in FirstEnergy's and CEI's Capitalizations are
$103.1 million aggregate principal amount of 9% junior subordinated debentures
of CEI due December 31, 2006. CEI has effectively provided a full and
unconditional guarantee of the trust's obligations under the preferred
securities.

Met-Ed and Penelec each formed statutory business trusts for the
issuance of $100 million each of preferred securities due 2039 and included in
FirstEnergy's, Met-Ed's and Penelec's respective capitalizations. Ownership of
the respective Met-Ed and Penelec trusts is through separate wholly-owned
limited partnerships, of which a wholly-owned subsidiary of each company is the
sole general partner. In these transactions, the sole assets and sources of
revenues of

each trust are the preferred securities of the applicable limited partnership,
whose sole assets are the 7.35% and 7.34% subordinated debentures (aggregate
principal amount of $103.1 million each) of Met-Ed and Penelec, respectively. In
each case, the applicable parent company has effectively provided a full and
unconditional guarantee of the trust's obligations under the preferred
securities.

Securitized Transition Bonds

In June 2002, JCP&L Transition Funding LLC (Issuer), a wholly owned
limited liability company of JCP&L, sold $320 million of transition bonds to
securitize the recovery of JCP&L's bondable stranded costs associated with the
previously divested Oyster Creek Nuclear Generating Station.

JCP&L did not purchase and does not own any of the transition bonds,
which are included as long-term debt on each of FirstEnergy's and JCP&L's
Consolidated Balance Sheet. The transition bonds represent obligations only of
the Issuer and are collateralized solely by the equity and assets of the Issuer,
which consist primarily of bondable transition property. The bondable transition
property is solely the property of the Issuer.

Bondable transition property represents the irrevocable right of a
utility company to charge, collect and receive from its customers, through a
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non-bypassable transition bond charge, the principal amount and interest on the
transition bonds and other fees and expenses associated with their issuance.
JCP&L sold the bondable transition property to the Issuer and as servicer,
manages and administers the bondable transition property, including the billing,
collection and remittance of the transition bond charge, pursuant to a servicing
agreement with the Issuer. JCP&L is entitled to a quarterly servicing fee of
$100,000 that is payable from transition bond charge collections.

Pension and Other Postretirement Benefits

As a result of GPU Service Inc. merging with FESC in the second quarter
of 2003, operating company employees of GPU Service were transferred to JCP&L,
Met-Ed and Penelec. Accordingly, FirstEnergy requested an actuarial study to
update the pension and other post-employment benefit (OPEB) assets and
liabilities for each of its subsidiaries. Based on the actuary's report, the
accrued pension and OPEB costs for FirstEnergy and its subsidiaries as of June
30, 2003 increased (decreased) by the following amounts:

Pension OPEB

(In thousands)

OF ¢ i e et ettt e ettt e $ 50, 937 $ 48,775
(30 (16,699) (49,526)
TR e e et et e e e e e (3,439) (24,476)
2o H'e 15,851 9,751
0 = v 78,549 86,333
Met—-Ed..vueeeeeeeeeeennnnnn 47,219 59,405
PeneleC. ..o iiiiiiinnnn. 70,693 87,314
Other subsidiaries......... (243,111) (217,576)
Total FirstEnergy.......... $ - $ -

The corresponding adjustment related to these changes increased
(decreased) other comprehensive income, deferred income taxes and receivables
from/to associated companies in the respective operating company's financial
statements.

Derivative Accounting

FirstEnergy is exposed to financial risks resulting from the
fluctuation of interest rates and commodity prices, including electricity,
natural gas and coal. To manage the volatility relating to these exposures,
FirstEnergy uses a variety of non-derivative and derivative instruments,
including forward contracts, options, futures contracts and swaps. The
derivatives are used principally for hedging purposes, and to a lesser extent,
for trading purposes. FirstEnergy's Risk Policy Committee, comprised of
executive officers, exercises an independent risk oversight function to ensure
compliance with corporate risk management policies and prudent risk management
practices.

FirstEnergy uses derivatives to hedge the risk of price and interest
rate fluctuations. FirstEnergy's primary ongoing hedging activity involves cash
flow hedges of electricity and natural gas purchases. The maximum periods over
which the variability of electricity and natural gas cash flows are hedged are
two and three years, respectively. Gains and losses from hedges of commodity
price risks are included in net income when the underlying hedged commodities
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are delivered. Also, gains and losses are included in net income when
ineffectiveness occurs on certain natural gas hedges.

FirstEnergy entered into interest rate derivative transactions during 2001 to
hedge a portion of the anticipated interest 2nd QTR 10-Q payments on debt
related to the GPU acquisition. Gains and losses from hedges of anticipated
interest payments on acquisition debt will be included in net income over the
periods that hedged interest payments are made - 5, 10 and 30 years. Gains and
losses from derivative contracts are included in other operating expenses. The
current net deferred loss of $110.8 million included in Accumulated Other
Comprehensive Loss (AOCL) as of June 30, 2003, for derivative hedging activity,
as compared to the March 31, 2003 balance of $105.8 million in net deferred
losses, resulted from a $7.7 million reduction related to current hedging
activity and a $12.7 million increase due to net hedge gains included in
earnings during the three months ended June 30, 2003. Approximately $25.3
million (after tax) of the current net deferred loss on derivative instruments
in AOCL is expected to be reclassified to earnings during the next twelve months
as hedged transactions occur. However, the fair value of these derivative
instruments will fluctuate from period to period based on various market factors
and will generally be more than offset by the margin on related sales and
revenues.

FirstEnergy also entered into fixed-to-floating interest rate swap
agreements during 2002 and 2003 to increase the variable-rate component of its
debt portfolio. These derivatives are treated as fair value hedges of
fixed-rate, long-term debt issues protecting against the risk of changes in the
fair value of fixed-rate debt instruments due to lower interest rates. Swap
maturities, call options and interest payment dates match those of the
underlying obligations resulting in no ineffectiveness in these hedge positions.
The swap agreements consummated in the second quarter of 2003 are based on a
notional principal amount of $200 million. As of June 30, 2003, the notional
amount of FirstEnergy's fixed-for-floating rate interest rate swaps totaled $550
million.

Comprehensive Income

Comprehensive income includes net income as reported on the
Consolidated Statements of Income and all other changes in common stockholders'
equity, except those resulting from transactions with common stockholders. As of
June 30, 2003, FirstEnergy's AOCL was approximately $534.1 million as compared
to the December 31, 2002 balance of $656.1 million. A reconciliation of net
income to comprehensive income for the three months and six months ended June
30, 2003 and 2002, is shown below:

THREE MONTHS ENDED SIX MON
JUNE 30, J
2003 2002 2003
RESTATED
(SEE NOTE 1)
(IN THOUSANDS) (IN
Net income (1OSS) v vt vttt eeeeennnn $(57,888) $207,898 $160,514

8
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Other comprehensive income, net of tax:

Derivative hedge transactions...... (4,917) 535 (576
Currency transactions (1) .......... 89,790 —— 91,461
Available for sale securities...... 38,454 (2,140) 38,267
Comprehensive income............oo... $65,439 $206,293 $289, 666
(1) See Note 3 - International Operations (Emdersa Abandonment) .

Stock-Based Compensation

FirstEnergy applies the recognition and measurement principles of
Accounting Principles Board Opinion No. 25 (APB 25), "Accounting for Stock
Issued to Employees" and related Interpretations in accounting for its
stock-based compensation plans. No material stock-based employee compensation
expense is reflected in net income as all options granted under those plans have
exercise prices equal to the market value of the underlying common stock on the
respective grant dates, resulting in substantially no intrinsic wvalue.

If FirstEnergy had accounted for employee stock options under the fair
value method, a higher value would have been assigned to the options granted.
The effects of applying fair value accounting to FirstEnergy's stock options
would be reductions to net income and earnings per share. The following table
summarizes those effects.

3
THREE MONTHS ENDED SIX MONTHS
JUNE 30, JUNE 30
2003 2002 2003
RESTATED
(SEE NOTE 1) (
(IN THOUSANDS) (IN THOU
Net income (loss), as reported........... $(57,588) $207,898 $160,514
Add back compensation expense
reported in net income, net of tax
(based on APB 25) . i ittt ittt iiiieee e 49 44 91
Deduct compensation expense based
upon estimated fair value, net of tax.. (3,731) (2,556) (6,713)
Adjusted net income (lOSS) c..eiieeenennnn. $(61,270) $205, 386 $153,892

Earnings (Loss) Per Share of Common Stock -
Basic
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As Reported. . ..o itneennnnnnenns $(0.20 $0.74 $0.55

Adjusted. .« v vttt e e e e e e, $(0.21 $0.73 $0.52
Diluted

As Reported. . ..o iineennnnnnenns $(0.20 $0.73 $0.54

Adjusted. .« v vttt e e e e e, $(0.21 $0.72 $0.52

Changes in Previously Reported Income Statement Classifications

FirstEnergy recorded an increase to income during the first quarter of
2002 of $31.7 million (net of income taxes of $13.6 million) relative to a
decision to retain an interest in the Avon Energy Partners Holdings (Avon)
business previously classified as held for sale - see Note 3. This amount
represents the aggregate results of operations of Avon for the period this
business was held for sale. It was previously reported on the Consolidated
Statement of Income as the cumulative effect of a change in accounting. In April
2003, it was determined that this amount should instead have been classified in
operations. As further discussed in Note 3, the decision to retain Avon was made
in the first quarter of 2002 and Avon's results of operations for that quarter
have been classified in their respective revenue and expense captions on the
Consolidated Statement of Income. This change in classification had no effect on
previously reported net income. The effects of this change on the Consolidated
Statement of Income previously reported for the six months ended June 30, 2002
are reflected in the restatements shown below.

As a result of FirstEnergy's divestiture of its ownership in GPU
Empresa Distribuidora Electrica Regional S.A. and affiliates (Emdersa) in April
2003 through the abandonment of its shares in the parent company of the
Argentina operation (as further described in Note 3), FirstEnergy recorded a
$67.4 million charge in the second quarter of 2003 on the Consolidated Statement
of Income as "Discontinued Operations". This divestiture caused Emdersa's first
quarter 2003 net income of approximately $6.9 million, which had been previously
classified in its respective revenues and expense captions on the Consolidated
Statement of Income, to be also reclassified as Discontinued Operations.
Accordingly, Emdersa's Discontinued Operations reflect a $60.5 million net loss
for the six months ended June 30, 2003 which included $6.9 million of after-tax
earnings from the Argentina operation from the first quarter of 2003 -
previously reported as $10.7 million of revenue, $0.1 million of expenses and
$3.7 million of income taxes.

The following table summarizes Emdersa's major assets and liabilities
included in FirstEnergy's Consolidated Balance Sheet as of December 31, 2002:

(IN THOUSANDS)

Current ASSetl S .. .uiiiiieeeeeeennnnn $ 17,344
Property, plant and equipment...... 61,980
Other. . ittt it e et et et ieeaenn 8,737
Total ASSELS . ittt ittt et teeeeeeennn $ 88,0061

Current Liabilities................ $ 12,777
Long-term debt........ ... ... 100,202
Other. ... . it 10,548
Total Liabilities.................... $123,527

10
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RESTATEMENTS OF PREVIOUSLY REPORTED RESULTS

FirstEnergy, OE, CEI and TE have restated their financial statements
for the year ended December 31, 2002; for the three months ended March 31, 2003
and 2002; the six months ended June 30, 2003 and the three and six months ended
June 30, 2002. The primary modifications include revisions to reflect a change
in the method of amortizing costs being recovered through the Ohio transition
plan and recognition of above-market values of certain leased generation
facilities. In addition, certain other immaterial adjustments recorded in the
first quarter of 2003 that related to 2002 are now reported in results for the
earlier periods. The net impact of these adjustments decreased net income by
$6.2 million in the first quarter of 2003. Included in the adjustments are the
impact in the first and second quarters of 2003 of recognizing revenue on the
deferred costs incurred subsequent to the merger associated with this Company's
rate matter in Pennsylvania (see Note 4). The impact of this restatement
increased net income in the first quarter, 2002 by $12 million and decreased net
income in the second quarter 2002 by $8 million. See note 2 (M) of the
FirstEnergy, OE, CEI and TE Form 10-K/A for further discussion of the
restatements. Since the results for the quarter ended March 31, 2003 have been
restated as discussed above and the results of operations for the six months
ended June 30, 2003 reflect these restated results, the June 30, 2003 amounts
are restated.

Transition Cost Amortization

As discussed in Regulatory Matters in Note 4, FirstEnergy, OE, CEI and
TE amortize transition costs using the effective interest method. The
amortization schedules originally developed at the beginning of the transition
plan in 2001 in applying this method were based on total transition revenues,
including revenues designed to recover costs which have not yet been incurred or
that were recognized on the regulatory financial statements (fair value purchase
accounting adjustments) but not in the financial statements prepared under GAAP.
The Ohio electric utilities have revised the amortization schedules under the
effective interest method to consider only revenues relating to transition
regulatory assets recognized on the GAAP balance sheet. The impact of this
change will result in higher amortization of these regulatory assets in the
first several years of the transition cost recovery period, compared with the
method previously applied. The change in method results in no change in total
amortization of the regulatory assets recovered under the transition plan
through the end of 2009. The following table summarizes the previously reported
transition cost amortization and the restated amounts under the revised method
for the three months and six months ended June 30, 2002:

THREE MONTHS ENDED SIX MONTHS ENDED
JUNE 30, 2002 JUNE 30, 2002
AS PREVIOUSLY AS AS PREVIOUSLY AS
REPORTED RESTATED REPORTED RESTATED

(IN THOUSANDS)

OE ittt $ 75,026 $ 82,326 $151,202 $150, 502
CEL it 11,655 36,455 24,796 73,596
TE i 6,325 23,925 14,217 48,217

Total FirstEnergy $ 93,006 $142,706 $190, 215 $272,315

11
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Above-Market Lease Costs

In 1997, FirstEnergy was formed through a merger between OE and
Centerior Energy Corp. The merger was accounted for as an acquisition of
Centerior, the parent company of CEI and TE, under the purchase accounting rules
of Accounting Principles Board (APB) Opinion No. 16. In connection with the
reassessment of the accounting for the transition plan, FirstEnergy reassessed
its accounting for the Centerior purchase and determined that above market lease
liabilities should have been recorded at the time of the merger. Accordingly, as
of 2002, FirstEnergy recorded additional adjustments associated with the 1997
merger between OE and Centerior to reflect certain above market lease
liabilities for Beaver Valley Unit 2 and the Bruce Mansfield Plant, for which
CEI and TE had previously entered into sale-leaseback arrangements. CEI and TE
recorded an increase in goodwill related to the above market lease costs for
Beaver Valley Unit 2 since regulatory accounting for nuclear generating assets
had been discontinued prior to the merger date and it was determined that this
additional liability would have increased goodwill at the date of the merger.
The corresponding impact of the above market lease liabilities for the Bruce
Mansfield Plant were recorded as regulatory assets because regulatory accounting
had not been discontinued at that time for the fossil generating assets and
recovery of these liabilities was provided for under the transition plan.

The total above market lease obligation of $722 million (CEI - $611
million; TE - $111 million) associated with Beaver Valley Unit 2 will be
amortized through the end of the lease term in 2017. The additional goodwill has
been recorded on a net basis, reflecting amortization that would have been
recorded through 2001 when goodwill amortization ceased with the adoption of
SFAS No. 142. The total above market lease obligation of $755 million (CEI -
$457 million, TE - $298 million) associated with the Bruce Mansfield Plant is
being amortized through the end of 2016. Before the start of the transition plan
in 2001, the regulatory asset would have been amortized at the same rate as the
lease obligation. Beginning in 2001, the remaining unamortized regulatory asset
would have been included in CEI's and TE's amortization

schedules for regulatory assets and amortized through the end of the recovery
period - approximately 2009 for CEI and 2007 for TE.

The effects of these changes on the Consolidated Statement of Income
previously reported for the three months ended March 31, 2003, were disclosed in
Amendment No. 1 on Form 10-Q/A for the quarter ended March 31, 2003. The effects
of these changes on the Consolidated Statements of Income previously reported
for the three months and six months ended June 30, 2002 are as follows:

FIRSTENERGY
THREE MONTHS ENDED SIX MON
JUNE 30, 2002 JUNE
AS PREVIOUSLY AS AS PREVIOUSLY
REPORTED RESTATED REPORTED
(IN THOUSANDS, EXCEPT PER SHARE AMOUN
Revenues $2,898,573 $2,898,573 $5,751,851
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Expenses 2,230,409 2,272,659 4,594,043
Income before interest and income taxes 668,164 625,914 1,157,808
Net interest charges 250,282 250,282 529,004
Income taxes 184,572 167,734 279,001
Net income S 233,310 S 207,898 S 349,803
Basic earnings per share of common stock $.80 $.71 $1.19
Diluted earnings per share of common stock $.79 $.71 $1.19
OE

THREE MONTHS ENDED SIX MON

JUNE 30, 2002 JUNE

AS PREVIOUSLY AS AS PREVIOUSLY
REPORTED RESTATED REPORTED

(IN THOUSANDS)
Operating revenues $744,550 $744,550 $1,452,349
Operating expenses and taxes 605,946 611,069 1,216,681
Operating income 138,604 133,481 235,668
Other income 15,087 15,087 15,599
Net interest charges 35,856 35,856 77,081
Net income 117,835 112,712 174,186
Preferred stock dividend requirements 2,597 2,597 5,193
Earnings on common stock $115,238 $110,115 S 168,993
CET

THREE MONTHS ENDED SIX MON

JUNE 30, 2002 JUNE

AS PREVIOUSLY AS AS PREVIOUSLY
REPORTED RESTATED REPORTED

(IN THOUSANDS)

Operating revenues $462,874 $462,874 $887,851
Operating expenses and taxes 350,120 355,799 719,775
Operating income 112,754 107,075 168,076
Other income 3,356 3,356 8,597
Net interest charges 46,750 46,750 94,617
Net income 69,360 63,681 82,056
Preferred stock dividend requirements 3,054 3,054 11,310
Earnings on common stock S 66,306 $ 60,627 S 70,746
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TE

THREE MONTHS ENDED SIX MON
JUNE 30, 2002 JUNE
AS PREVIOUSLY AS AS PREVIOUSLY
REPORTED RESTATED REPORTED
(IN THOUSANDS)
Operating revenues $250,307 $250,307 $494,474
Operating expenses and taxes 216,148 222,658 450,657
Operating income 34,159 27,649 43,817
Other income 3,743 3,743 8,086
Net interest charges 14,859 14,859 29,568
Net income 23,043 16,533 22,335
Preferred stock dividend requirements 2,210 2,210 6,934
Earnings on common stock $ 20,833 $ 14,323 $ 15,401
6
The effects of these changes on net cash provided from operating
activities on the Consolidated Statement of Cash Flows previously reported for
the three months ended March 31, 2003, were disclosed in Amendment No. 1 on Form
10-Q/A for the quarter ended March 31, 2003. The effects of these changes on the
Consolidated Statements of Cash Flows previously reported for the three months
and six months ended June 30, 2002 are as follows:
FE
THREE MONTHS ENDED SIX MON
JUNE 30, 2002 JUNE

AS PREVIOUSLY

REPORTED

$349,803

513,533
40,563

AS PREVIOUSLY AS
REPORTED RESTATED
(IN THOUSANDS)

CASH FLOWS FROM OPERATING

ACTIVITIES
Net income $233,310 $207,898
Adjustments to reconcile net income

to net cash from operating activities:
Provision for depreciation and

amortization 250,705 300,405
Nuclear fuel and lease amortization 19,598 19,598
Other amortization (4,386) (4,3806)

Deferred costs recoverable as regulatory assets (68,936) (55,136)
Deferred income taxes 50,355 33,517

Investment tax credits (6,967) (6,967)
Cumulative effect of accounting change (Note 5) - -
Receivables (150,157) (150,157)

(7,923)
(139,070)
43,421
(13,713)
(45,300)
(83,567)
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Materials and supplies (21,742) (21,742) (3,579)
Accounts payable 47,766 47,766 37,774
Accrued taxes 4,422 4,422 86,719
Accrued interest (106,136) (106,136) (19,557)
Deferred rents & sale/leaseback (121, 0642) (142,892) (50,204)
Prepayments & other (128,937) (128,937) (19,386)
Other 264,870 264,870 36,693
Net cash provided from operating schedules $ 262,123 $ 262,123 $726,207
OE
THREE MONTHS ENDED SIX MON
JUNE 30, 2002 JUNE
AS PREVIOUSLY AS AS PREVIOUSLY
REPORTED RESTATED REPORTED

(IN THOUSANDS)

CASH FLOWS FROM OPERATING
ACTIVITIES
Net income $117,835 $112,712 $174,186
Adjustments to reconcile net income
to net cash from operating activities:
Provision for depreciation and

amortization 91,521 98,821 183,651
Nuclear fuel and lease amortization 12,133 12,133 23,535
Deferred income taxes (8,8806) (11, 386) (22,056)
Investment tax credits (3,762) (3,439) (7,535)
Receivables (31,345) (31,345) 32,803
Materials and supplies (3,158) (3,158) (4,800)
Accounts payable (1,1606) (1,1606) (19,461)
Accrued taxes 149,376 149,376 206,260
Accrued interest (8,200) (8,200) (1,963)
Deferred rents & sale/leaseback (31,865) (31,865) (182)
Prepayments & other 15,178 15,178 31,273
Other (4,232) (4,232) (34,771)

Net cash provided from operating schedules $293,429 $293,429 $560, 940

7
CET
THREE MONTHS ENDED SIX MON
JUNE 30, 2002 JUNE
AS PREVIOUSLY AS AS PREVIOUSLY
REPORTED RESTATED REPORTED

(IN THOUSANDS)

CASH FLOWS FROM OPERATING
ACTIVITIES
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Net income $69, 360 $63,681 $82,056
Adjustments to reconcile net income

to net cash from operating activities:
Provision for depreciation and

amortization 28,333 53,133 56,804
Nuclear fuel and lease amortization 4,794 4,794 10,784
Other amortization (4,275) (4,275) (8,167)
Deferred income taxes 5,904 2,024 13,100
Investment tax credits (1,129) (1,270) (2,031)
Receivables (38,473) (38,473) (31,657)
Materials and supplies (1,840) (1,840) (3,2006)
Accounts payable 8,057 8,057 26,379
Other (27,779) (42,879) (13,588)

Net cash provided from operating schedules $ 42,952 $ 42,952 $130,474
TE

THREE MONTHS ENDED SIX MON

JUNE 30, 2002 JUNE

AS PREVIOUSLY AS AS PREVIOUSLY
REPORTED RESTATED REPORTED

(IN THOUSANDS)

CASH FLOWS FROM OPERATING
ACTIVITIES
Net Income $ 23,043 $ 16,533 $ 22,335
Adjustments to reconcile net income
to net cash from operating activities:
Provision for depreciation and

amortization 19,748 37,348 41,116
Nuclear fuel and lease amortization 2,671 2,671 6,244
Deferred income taxes 578 (4,322) 5,892
Investment tax credits (487) (527) (973)
Receivables (18, 762) (18, 762) 1,260
Materials and supplies (1,169) (1,169) (1,820)
Accounts payable (9,210) (9,210) (6,349)
Other (40,885) (47,035) (26,413)

Net cash provided from operating activities $(24,473) $(24,473) $ 41,292

2 — COMMITMENTS, GUARANTEES AND CONTINGENCIES:
Capital Expenditures

FirstEnergy's current forecast reflects expenditures of approximately
$3.1 billion (OE-$268 million, CEI-$312 million, TE-$169 million, Penn-$123
million, JCP&L-$462 million, Met-Ed-$288 million, Penelec-$328 million,
ATSI-$131 million, FES-$823 million and other subsidiaries-$147 million) for
property additions and improvements from 2003-2007, of which approximately $733
million (OE-$85 million, CEI-$99 million, TE-$56 million, Penn-$53 million,
JCP&L-$112 million, Met-Ed-$51 million, Penelec-$49 million, ATSI-$25 million,
FES-$124 million and other subsidiaries-$79 million) is applicable to 2003.
Investments for additional nuclear fuel during the 2003-2007 period are
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estimated to be approximately $481 million (OE-$59 million, CEI-$51 million,
TE-$31 million, Penn-$39 million and FES-$301 million), of which approximately
$76 million (OE-$28 million, CEI-$17 million, TE-$12 million and Penn-$19
million) applies to 2003.

Guarantees and Other Assurances

As part of normal business activities, FirstEnergy enters into various
agreements on behalf of its subsidiaries to provide financial or performance
assurances to third parties. Such agreements include contract guarantees, surety
bonds and ratings contingent collateralization provisions. As of June 30, 2003,
outstanding guarantees and other assurances aggregated $1.050 billion.

FirstEnergy guarantees energy and energy-related payments of its
subsidiaries involved in energy marketing activities - principally to facilitate
normal physical transactions involving electricity, gas, emission allowances and
coal. FirstEnergy also provides guarantees to various providers of subsidiary
financing principally for the acquisition of property, plant and equipment.
These agreements legally obligate FirstEnergy and its subsidiaries to fulfill
the obligations of those subsidiaries directly involved in energy and
energy-related transactions or financing where the law might otherwise limit the
counterparties' claims. If demands of a counterparty were to exceed the ability
of a subsidiary to satisfy existing obligations, FirstEnergy's guarantee enables
the counterparty's legal claim to be satisfied by other FirstEnergy assets. The
likelihood that such parental guarantees of $918.2 million as of June 30, 2003
will increase amounts otherwise to be paid by FirstEnergy to meet its
obligations incurred in connection with financings and ongoing energy and
energy-related activities is remote.

Most of FirstEnergy's surety bonds are backed by various indemnities
common within the insurance industry. Surety bonds and related FirstEnergy
guarantees of $24.5 million provide additional assurance to outside parties that
contractual and statutory obligations will be met in a number of areas including
construction jobs, environmental commitments and various retail transactions.

Various energy supply contracts contain credit enhancement provisions
in the form of cash collateral or letters of credit in the event of a reduction
in credit rating below investment grade. These provisions vary and typically
require more than one rating reduction to fall below investment grade by
Standard & Poor's or Moody's Investors Service to trigger additional
collateralization by FirstEnergy. As of June 30, 2003, rating-contingent
collateralization totaled $106.8 million. FirstEnergy monitors these
collateralization provisions and updates its total exposure monthly.

Environmental Matters

Various federal, state and local authorities regulate the Companies
with regard to air and water quality and other environmental matters.
FirstEnergy estimates additional capital expenditures for environmental
compliance of approximately $159 million, which is included in the construction
forecast provided under "Capital Expenditures" for 2003 through 2007.

The Companies are required to meet federally approved sulfur dioxide
(SO02) regulations. Violations of such regulations can result in shutdown of the
generating unit involved and/or civil or criminal penalties of up to $31,500 for
each day the unit is in violation. The Environmental Protection Agency (EPA) has
an interim enforcement policy for SO2 regulations in Ohio that allows for
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compliance based on a 30-day averaging period. The Companies cannot predict what
action the EPA may take in the future with respect to the interim enforcement
policy.

The Companies believe they are in compliance with the current S02 and
nitrogen oxides (NOx) reduction requirements under the Clean Air Act Amendments
of 1990. SO2 reductions are being achieved by burning lower-sulfur fuel,
generating more electricity from lower-emitting plants, and/or using emission
allowances. NOx reductions are being achieved through combustion controls and
the generation of more electricity at lower-emitting plants. In September 1998,
the EPA finalized regulations requiring additional NOx reductions from the
Companies' Ohio and Pennsylvania facilities. The EPA's NOx Transport Rule
imposes uniform reductions of NOx emissions (an approximate 85% reduction in
utility plant NOx emissions from projected 2007 emissions) across a region of
nineteen states and the District of Columbia, including New Jersey, Ohio and
Pennsylvania, based on a conclusion that such NOx emissions are contributing
significantly to ozone pollution in the eastern United States. State
Implementation Plans (SIP) must comply by May 31, 2004 with individual state NOx
budgets established by the EPA. Pennsylvania submitted a SIP that required
compliance with the NOx budgets at the Companies' Pennsylvania facilities by May
1, 2003 and Ohio submitted a SIP that requires compliance with the NOx budgets
at the Companies' Ohio facilities by May 31, 2004.

In July 1997, the EPA promulgated changes in the National Ambient Air
Quality Standard (NAAQS) for ozone emissions and proposed a new NAAQS for
previously unregulated ultra-fine particulate matter. In May 1999, the U.S.
Court of Appeals for the D.C. Circuit found constitutional and other defects in
the new NAAQS rules. In February 2001, the U.S. Supreme Court upheld the new
NAAQS rules regulating ultra-fine particulates but found defects in the new
NAAQS rules for ozone and decided that the EPA must revise those rules. The
future cost of compliance with these regulations may be substantial and will
depend if and how they are ultimately implemented by the states in which the
Companies operate affected facilities.

In 1999 and 2000, the EPA issued Notices of Violation (NOV) or a
Compliance Order to nine utilities covering 44 power plants, including the W. H.
Sammis Plant. In addition, the U.S. Department of Justice filed eight civil
complaints against various investor-owned utilities, which included a complaint
against OE and Penn in the U.S. District Court for the Southern District of
Ohio. The NOV and complaint allege violations of the Clean Air Act based on
operation and maintenance of the Sammis Plant dating back to 1984. The complaint
requests permanent injunctive relief to require the installation of "best
available control technology" and civil penalties of up to $27,500 per day of
violation. On August 7, the United States District Court for the Southern
District of Ohio ruled that 11 projects undertaken at the Sammis Plant

between 1984 and 1998 required pre-construction permits under the Clean Air Act.
The ruling concludes the liability phase of the case, which deals with
applicability of Prevention of Significant Deterioration provisions of the Clean
Air Act. The remedy phase, which is currently scheduled to be ready for trial
beginning March 15, 2004, will address civil penalties and what, if any, actions
should be taken to further reduce emissions at the plant. In the ruling, the
Court indicated that the remedies it "may consider and impose involved a much
broader, equitable analysis, requiring the Court to consider air quality, public
health, economic impact, and employment consequences. The Court may also
consider the less than consistent efforts of the EPA to apply and further
enforce the Clean Air Act." The potential penalties that may be imposed, as well
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as the capital expenditures necessary to comply with substantive remedial
measures they may be required, may have a material adverse impact on the
Company's financial condition and results of operations. Management 1is unable to
predict the ultimate outcome of this matter.

In December 2000, the EPA announced it would proceed with the
development of regulations regarding hazardous air pollutants from electric
power plants. The EPA identified mercury as the hazardous air pollutant of
greatest concern. The EPA established a schedule to propose regulations by
December 2003 and issue final regulations by December 2004. The future cost of
compliance with these regulations may be substantial.

As a result of the Resource Conservation and Recovery Act of 1976, as
amended, and the Toxic Substances Control Act of 1976, federal and state
hazardous waste regulations have been promulgated. Certain fossil-fuel
combustion waste products, such as coal ash, were exempted from hazardous waste
disposal requirements pending the EPA's evaluation of the need for future
regulation. The EPA has issued its final regulatory determination that
regulation of coal ash as a hazardous waste is unnecessary. In April 2000, the
EPA announced that it will develop national standards regulating disposal of
coal ash under its authority to regulate nonhazardous waste.

The Companies have been named as "potentially responsible parties"
(PRPs) at waste disposal sites which may require cleanup under the Comprehensive
Environmental Response, Compensation and Liability Act of 1980. Allegations of
disposal of hazardous substances at historical sites and the liability involved
are often unsubstantiated and subject to dispute; however, federal law provides
that all PRPs for a particular site be held liable on a joint and several basis.
Therefore, potential environmental liabilities have been recognized on the
Consolidated Balance Sheet as of June 30, 2003, based on estimates of the total
costs of cleanup, the Companies' proportionate responsibility for such costs and
the financial ability of other nonaffiliated entities to pay. In addition, JCP&L
has accrued liabilities for environmental remediation of former manufactured gas
plants in New Jersey; those costs are being recovered by JCP&L through a
non-bypassable societal benefits charge. The Companies have total accrued
liabilities aggregating approximately $53.8 million (JCP&L-$47.1 million,
CEI-$2.5 million, TE-$0.2 million, Met-Ed-$0.2 million, Penelec-$0.3 million and
other-$3.5 million) as of June 30, 2003.

The effects of compliance on the Companies with regard to environmental
matters could have a material adverse effect on FirstEnergy's earnings and
competitive position. These environmental regulations affect FirstEnergy's
earnings and competitive position to the extent it competes with companies that
are not subject to such regulations and therefore do not bear the risk of costs
associated with compliance, or failure to comply, with such regulations.
FirstEnergy believes it i1s in material compliance with existing regulations but
is unable to predict whether environmental regulations will change and what, 1if
any, the effects of such change would be.

Other Commitments and Contingencies

GPU made significant investments in foreign businesses and facilities
through its GPU Capital and GPU Power subsidiaries. Although FirstEnergy
attempts to mitigate its risks related to foreign investments, it faces
additional risks inherent in operating in such locations, including foreign
currency fluctuations.

EI Barranquilla, a wholly owned subsidiary of GPU Power, 1is a 28.67%
equity investor in Termobarranquilla S.A., Empresa de Servicios Publicos
(TEBSA), which owns a Colombian independent power generation project. GPU Power
is committed through September 30, 2003, under certain circumstances, to make
additional standby equity contributions to TEBSA of $21.3 million, which
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FirstEnergy has guaranteed. The total outstanding senior debt of the TEBSA
project is $226 million as of June 30, 2003. The lenders include the Overseas
Private Investment Corporation, US Export Import Bank and a commercial bank
syndicate. FirstEnergy has also guaranteed the obligations of the operators of
the TEBSA project, up to a maximum of $6.0 million (subject to escalation) under
the project's operations and maintenance agreement. FirstEnergy provided the
TEBSA project lenders a $50 million letter of credit (LOC) (under FirstEnergy's
existing $250 million LOC capacity available as part of a $1.5 billion
FirstEnergy credit facility) to obtain TEBSA lender consent as substitute
collateral for the release of the assets for FirstEnergy to abandon its
Argentina operations, Emdersa (see Note 3 below).

10

Power Outage

On August 14, 2003, eight states and southern Canada experienced a
widespread power outage. That outage affected approximately 1.4 million
customers in FirstEnergy's service area. The cause of the outage has not been
determined. Having restored service to its customers, FirstEnergy is now in the
process of accumulating data and evaluating the status of its electrical system
prior to and during the outage event and would expect that the same effort Is
under way at utilities and regional transmission operators across the region.

As of August 18, 2003, the following facts about FirstEnergy's system
were known. Early in the afternoon of August 14, hours before the event, Unit 5
of the Eastlake Plant in Eastlake, Ohio tripped off. Later in the afternoon,
three FirstEnergy transmission lines and one owned by American Electric Power
and FirstEnergy tripped out of service. The Midwest Independent System Operator
(MISO), which oversees the regional transmission grid, indicated that there were
a number of other transmission line trips in the region outside of FirstEnergy's
system. FirstEnergy customers experienced no service interruptions resulting
from these conditions. Indications to FirstEnergy were that the Company's system
was stable. Therefore, no isolation of FirstEnergy's system was called for. In
addition, FirstEnergy determined that its computerized system for monitoring and
controlling its transmission and generation system was operating, but the alarm
screen function was not. However, MISO's monitoring system was operating
properly. FirstEnergy believes that extensive data needs to be gathered and
analyzed in order to determine with any degree of certainty the circumstances
that led to the outage. This is a very complex situation, far broader than the
power line outages FirstEnergy experienced on its system. From the preliminary
data that has been gathered, FirstEnergy believes that the transmission grid in
the Eastern Interconnection, not just within FirstEnergy's system, was
experiencing unusual electrical conditions at various times prior to the event.
These included unusual voltage and frequency fluctuations and load swings on the
grid. FirstEnergy is committed to working with the North American Electric
Reliability Council and others involved to determine exactly what events in the
entire affected region led to the outage. There is no timetable as to when this
entire process will be completed. It is, however, expected to last several
weeks, at a minimum.

Legal Matters

It is FirstEnergy's understanding that, as of August 18, 2003, five
individual shareholder-plaintiffs have filed separate complaints against
FirstEnergy alleging various securities law violations in connection with the
restatement of earnings described herein. Most of these complaints have not yet
been officially served on the Company. Moreover, FirstEnergy is still reviewing
the suits that have been served in preparation for a responsive pleading.
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FirstEnergy is, however, aware that in each case, the plaintiffs are seeking
certification from the court to represent a class of similarly situated
shareholders.

Various lawsuits, claims and proceedings related to FirstEnergy's
normal business operations are pending against it, the most significant of which
are described herein.

3 - DIVESTITURES:
INTERNATIONAL OPERATIONS-

FirstEnergy had identified certain former GPU international operations
for divestiture within one year of the merger. These operations constitute
individual "lines of business" as defined in APB Opinion (APB) No. 30,
"Reporting the Results of Operations - Reporting the Effects of Disposal of a
Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring
Events and Transactions," with physically and operationally separable
activities. Application of Emerging Issues Task Force (EITF) Issue No. 87-11,
"Allocation of Purchase Price to Assets to Be Sold," required that expected,
pre-sale cash flows, including incremental interest costs on related acquisition
debt, of these operations be considered part of the purchase price allocation.
Accordingly, subsequent to the merger date, results of operations and
incremental interest costs related to these international subsidiaries were not
included in FirstEnergy's 2001 Consolidated Statement of Income. Additionally,
assets and liabilities of these international operations had been segregated
under separate captions on the Consolidated Balance Sheet as of December 31,
2001 as "Assets Pending Sale" and "Liabilities Related to Assets Pending Sale."

Upon completion of its merger with GPU, FirstEnergy accepted an October
2001 offer from Aquila, Inc. (formerly UtiliCorp United) to purchase Avon,
FirstEnergy's wholly owned holding company for Midlands Electricity plc, for
$2.1 billion (including the assumption of $1.7 billion of debt). The transaction
closed on May 8, 2002 and reflected the March 2002 modification of Aquila's
initial offer such that Aquila acquired a 79.9 percent equity interest in Avon
for approximately $1.9 billion (including the assumption of $1.7 billion of
debt) . Proceeds to FirstEnergy included $155 million in cash and a note
receivable for approximately $87 million (representing the present value of $19
million per year to be received over six years beginning in 2003) from Aquila
for its 79.9 percent interest. FirstEnergy and Aquila together own all of the
outstanding shares of Avon through a jointly owned subsidiary, with each company
having an ownership voting interest. Originally, in accordance with applicable
accounting guidance, the earnings of those foreign operations were not
recognized in current
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earnings from the date of the GPU acquisition. However, as a result of the
decision to retain an ownership interest in Avon in the quarter ended March 31,
2002, EITF Issue No. 90-6, "Accounting for Certain Events Not Addressed in Issue
No. 87-11 relating to an Acquired Operating Unit to be Sold" required
FirstEnergy to reallocate the purchase price of GPU based on amounts as of the
purchase date as if Avon had never been held for sale, including reversal of the
effects of having applied EITF Issue No. 87-11, to the transaction. The effect
of reallocating the purchase price and reversal of the effects of EITF Issue No.
87-11, including the allocation of capitalized interest, has been reflected in
the