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Approximate date of commencement of proposed sale of the securities to the public:    As soon as practicable after the registration
statement becomes effective.

If the securities being registered on this form are being offered in connection with the formation of a holding company and there is compliance
with General Instruction G, check the following box.  ¨

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box and
list the Securities Act registration statement number of the earlier effective registration statement for the same offering.  ¨

If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box, and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.  ¨

CALCULATION OF REGISTRATION FEE

Title of each class of
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Amount Proposed

maximum

Proposed

maximum

Amount of
registration
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to be
registered

offering price

per unit

aggregate

offering price

fee(1)

5.65% Exchange Senior Notes due 2017 $250,000,000 100% $250,000,000 $7,675.00(2)
6.15% Exchange Senior Notes due 2037 $300,000,000 100% $300,000,000 $9,210.00(2)

(1) In accordance with Rule 457(f)(2) under the Securities Act of 1933, as amended, the registration fee is based on the book value of the
outstanding 5.65% Senior Notes due 2017 and the outstanding 6.15% Senior Notes due 2037 of the Registrant to be cancelled in the
exchange transaction hereunder.

(2) Previously paid.
The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the
Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act or until this Registration Statement shall become effective on such date as the
Commission, acting pursuant to Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to
sell these securities and it is not soliciting an offer to buy these securities in any jurisdiction where the offer or sale is not
permitted.

SUBJECT TO COMPLETION, DATED NOVEMBER 8, 2007

PROSPECTUS

Offer To Exchange

$250,000,000 5.65% Exchange Senior Notes due 2017 that have been registered under the Securities Act of 1933
for all outstanding unregistered 5.65% Senior Notes due 2017

$300,000,000 6.15% Exchange Senior Notes due 2037 that have been registered under the Securities Act of 1933
for all outstanding unregistered 6.15% Senior Notes due 2037

We are offering to exchange up to $250,000,000 in aggregate principal amount of our registered 5.65% Exchange Senior Notes due 2017, or the
2017 Exchange Notes, and up to $300,000,000 in aggregate principal amount of our registered 6.15% Exchange Senior Notes due 2037, or the
2037 Exchange Notes, and together with the 2017 Exchange Notes, the Exchange Notes, for a like principal amount of unregistered
$250,000,000 of our 5.65% Senior Notes due 2017, or the 2017 Notes, and unregistered $300,000,000 of our 6.15% Senior Notes due 2037, or
the 2037 Notes, and together with the 2017 Notes, the Original Notes. The terms of the Exchange Notes are identical in all material respects to
the terms of the Original Notes, except that the Exchange Notes have been registered under the Securities Act, and, therefore the terms relating
to transfer restrictions, registration rights and additional interest applicable to the Original Notes are not applicable to the Exchange Notes, and
the Exchange Notes will bear different CUSIP numbers.

� This exchange offer will expire at 5:00 p.m., New York City time, on                     , 2007, unless extended.

� All Original Notes that are validly tendered, and not validly withdrawn, will be exchanged. You should carefully review the
procedures for tendering the Original Notes beginning on page 94 of this prospectus.

� Like the Original Notes, the Exchange Notes will be our senior unsecured obligations and will rank equally with all of our other
unsecured and unsubordinated indebtedness, including other series of our currently outstanding senior notes.

� You may validly withdraw tenders of the Original Notes at any time before the expiration of this exchange offer.

� If you fail to tender your Original Notes, you will continue to hold unregistered, restricted securities, and your ability to transfer them
could be adversely affected.

� The exchange of the Original Notes for the Exchange Notes will not be a taxable event for United States federal income tax purposes.
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� The Original Notes may be exchanged for Exchange Notes only in denominations of $2,000 and integral multiples of $1,000 in excess
thereof.

� We will not receive any proceeds from this exchange offer.

� No public market currently exists for the Exchange Notes. We do not intend to apply for listing of the Exchange Notes on any national
securities exchange or to arrange for the Exchange Notes to be quoted on any automated quotation system, and therefore, an active
public market is not anticipated.

Each holder of the Original Notes wishing to accept this exchange offer must effect a tender of the Original Notes by book-entry transfer into the
exchange agent�s account at The Depository Trust Company, or DTC. All deliveries are at the risk of the holder. You can find detailed
instructions concerning delivery in the section of this prospectus entitled �The Exchange Offer� beginning on page 91.

See �Risk Factors� beginning on page 8 for a discussion of factors that you should consider in connection with an investment in the
Exchange Notes.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

YOU SHOULD READ THIS ENTIRE DOCUMENT AND THE ACCOMPANYING LETTER OF TRANSMITTAL AND RELATED
DOCUMENTS AND ANY AMENDMENTS OR SUPPLEMENTS CAREFULLY BEFORE MAKING YOUR DECISION TO
PARTICIPATE IN THIS EXCHANGE OFFER.

The date of this prospectus is                     , 2007.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements contained in this prospectus are forward-looking statements within the meaning of Section 27A of the Securities Act, and
Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange Act. These statements include declarations regarding our or
our management�s intents, beliefs and current expectations. In some cases, you can identify forward-looking statements by terminology such as
�may,� �will,� �should,� �expects,� �plans,� �anticipates,� �believes,� �estimates,� �predicts,� �potential� or �continue� or the negative of such terms or other
comparable terminology. Forward-looking statements are not guarantees of future performance, and actual results could differ materially from
those indicated by the forward-looking statements. Forward-looking statements involve estimates, assumptions, known and unknown risks,
uncertainties and other factors that may cause our or our industry�s actual results, levels of activity, performance or achievements to be materially
different from any future results, levels of activity, performance or achievements expressed or implied by such forward-looking statements.

The forward-looking statements contained herein are qualified in their entirety by reference to the following important factors, which are
difficult to predict, contain uncertainties, are beyond our control and may cause actual results to differ materially from those contained in
forward-looking statements:

� 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;

� our ability to continue to collect transition and other charges or to recover increased transmission costs;

� maintenance costs being higher than anticipated;

� the legal and regulatory uncertainty resulting from the implementation of the Energy Policy Act of 2005, or EPACT, including, but not
limited to, the repeal of the Public Utility Holding Company Act of 1935, or PUHCA;

� legislative and regulatory changes including revised environmental requirements;

� adverse regulatory or legal decisions and the outcomes of governmental investigations and oversight (including, but not limited to, the
revocation of necessary licenses or operating permits, fines or other enforcement actions and remedies);

� our inability to accomplish or realize anticipated benefits of strategic goals (including employee workforce initiatives);

� the ability to comply with applicable state and federal reliability standards;
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� the ability to experience growth in our distribution business;

� our ability to access the public securities and other capital markets and the cost of such capital;

� the outcome, cost and other effects of present and potential legal and administrative proceedings and claims related to the August 14,
2003 regional power outages;

� the risks and other factors discussed under �Risk Factors,� �Business,� �Legal Proceedings,� �Selected Financial Information,� �Management�s
Discussion And Analysis Of Financial Condition And Results Of Operations� and in our consolidated financial statements and related
notes included in this prospectus; and

� other similar factors.

ii
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Any forward-looking statements speak only as of the date of this prospectus, and we undertake no obligation to update any forward-looking
statements to reflect events or circumstances after the date on which such statements are made or to reflect the occurrence of unanticipated
events. New factors emerge from time to time, and it is not possible for us to predict all of such factors, nor can we 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 forward-looking statements. The foregoing review of factors should not be construed as exhaustive.

iii
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WHERE YOU CAN FIND MORE INFORMATION

We voluntarily file annual, quarterly and current reports and other information with the SEC, although we are not currently subject to the
informational requirements of the Exchange Act. As a result of the offering of the Exchange Notes, we will become subject to the informational
requirements of the Exchange Act and, in accordance therewith, will file reports and other information with the SEC. These reports and other
information can be inspected and copied at the public reference room maintained by the SEC at 100 F Street, N.E., Room 1580, Washington,
D.C. 20549. You may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. You may also
read and copy these SEC filings by visiting the SEC�s website at http://www.sec.gov or FirstEnergy�s website at http://www.firstenergycorp.com.
Information contained on FirstEnergy�s website does not constitute part of this prospectus.

This prospectus is a part of a registration statement on Form S-4 under the Securities Act that we have filed with the SEC with respect to the
Exchange Notes offered by this prospectus. This prospectus does not contain all of the information included in the registration statement. For
further information, you should refer to the registration statement.

You may request additional copies of our reports or copies of our other SEC filings at no cost by writing or telephoning us at the following
address:

Jersey Central Power & Light Company

c/o FirstEnergy Corp.

76 South Main Street

Akron, Ohio 44308-1890

Attention: Investor Services

(800) 736-3402

iv
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SUMMARY

This summary highlights selected information from this prospectus. This summary is not complete and may not contain all of the information
that you should consider prior to making a decision to exchange the Original Notes for Exchange Notes. You should read the entire prospectus
carefully, including the �Risk Factors� section beginning on page 8 of this prospectus and the financial statements and notes to these statements
set forth in this prospectus. Unless the context indicates otherwise, the words �Jersey Central,� �the company,� �we,� �our,� �ours� and
�us� when used in this prospectus refer to Jersey Central Power & Light Company.

Jersey Central Power & Light Company

We are one of eight wholly-owned electric utility operating subsidiaries of FirstEnergy Corp., or FirstEnergy. We were organized under the laws
of the State of New Jersey in 1925 and own property and do business as an electric public utility in that state. We engage in the transmission,
distribution and sale of electric energy in an area of approximately 3,200 square miles in northern, western and east central New Jersey. We also
engage in the sale, purchase and interchange of electric energy with other electric companies. The area we serve has a population of
approximately 2.6 million.

Our principal executive offices are located at 76 South Main Street, Akron, Ohio 44308-1890. Our telephone number is (800) 736-3402.

Summary of the Exchange Offer

Issuance of the Original Notes We issued and sold $250,000,000 aggregate principal amount of 5.65% Senior Notes due 2017
and $300,000,000 aggregate principal amount of 6.15% Senior Notes due 2037 on May 21,
2007 in a transaction not requiring registration under the Securities Act.

The initial purchasers of the Original Notes sold beneficial interests in the Original Notes to
qualified institutional buyers pursuant to Rule 144A of the Securities Act and to non-US
persons pursuant to Regulation S of the Securities Act. All of the Original Notes originally
issued by us on May 21, 2007 are currently outstanding.

The Exchange Offer; Exchange Notes We are offering to exchange the Exchange Notes for the Original Notes to satisfy our
obligations under the registration rights agreement we entered into when the Original Notes
were issued and sold. The Exchange Notes will have been registered under the Securities Act
and are of a like principal amount and like tenor of the Original Notes. Noteholders that validly
tender their Original Notes and do not validly withdraw such tender before the expiration date
will have the benefit of this exchange offer. The Original Notes may be exchanged for
Exchange Notes only in denominations of $2,000 and integral multiples of $1,000 in excess
thereof. In order to exchange your Original Notes, you must validly tender them before the
expiration date of this exchange offer.

Expiration Date 5:00 p.m., New York City time, on                     , 2007, unless extended by us in our sole
discretion. If extended, the term �expiration date� as used in this prospectus will mean the latest
date

1
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and time to which this exchange offer is extended. We will accept for exchange any and all
Original Notes which are validly tendered and not validly withdrawn before 5:00 p.m., New
York City time, on the expiration date.

Conditions to the Exchange Offer This exchange offer is subject to certain customary conditions, some of which we may waive.
See �The Exchange Offer�Conditions to the Exchange Offer.�

Consequences of Failure to Exchange Your
Original Notes

If you fail to validly tender your Original Notes for Exchange Notes in accordance with the
terms of this exchange offer, or withdraw your tender, your Original Notes will continue to be
subject to transfer restrictions. If you are eligible to participate in this exchange offer and you
fail to validly tender your Original Notes, or withdraw your tender, you will not have any
further rights under the registration rights agreement, including the right to require us to
register your Original Notes, but your Original Notes will remain outstanding and continue to
accrue interest. See �The Exchange Offer�Consequences of Failure to Exchange.�

Because we anticipate that most holders of the Original Notes will elect to exchange their
Original Notes, we expect that the liquidity of the market, if any, for any Original Notes
remaining after the completion of this exchange offer will be substantially limited.

Procedures for Tendering Original Notes If you are a holder of Original Notes who wishes to accept this exchange offer you must:

� complete, sign and date the accompanying letter of transmittal in accordance with
the instructions contained in the letter of transmittal; and

� mail or otherwise deliver the letter of transmittal together with the Original Notes
and any other required documentation to the exchange agent at the address set forth
in this prospectus.

However, if you hold your Original Notes through DTC, and wish to accept this exchange
offer, you must arrange for DTC to transmit the required information to the exchange agent in
connection with a book-entry transfer. See �The Exchange Offer�Procedures For Tendering
Original Notes.�

By tendering your Original Notes in either of these manners, you will be making a number of
important representations to us, as described under �The Exchange Offer�Resale of Exchange
Notes,� including that you do not intend to participate in a distribution of the Exchange Notes.

Please do not send your letter of transmittal or certificates representing your Original Notes to
us. Those documents should be sent only to the exchange agent. Questions regarding how to
tender

2
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the Original Notes and requests for information should be directed to the exchange agent. See
�The Exchange Offer�Exchange Agent.�

Guaranteed Delivery Procedures If you wish to tender your Original Notes and your Original Notes are not immediately
available or you cannot deliver your Original Notes, the letter of transmittal or any other
documents required by the letter of transmittal to be delivered to the exchange agent, or you are
unable to comply with the procedures for book-entry transfer prior to the expiration of this
exchange offer, you must tender your Original Notes according to the guaranteed delivery
procedures set forth in �The Exchange Offer�Procedures For Tendering Original
Notes�Guaranteed Delivery� in order to participate in this exchange offer.

Special Procedures for Beneficial Owners If your Original Notes are registered in the name of a broker, dealer, commercial bank, trust
company or other nominee and you wish to tender your Original Notes, we urge you to contact
that person promptly and instruct the registered holder to tender your Original Notes on your
behalf.

If your Original Notes are registered in the name of a broker, dealer, commercial bank, trust
company or other nominee and you wish to tender your Original Notes on your own behalf,
you must, prior to completing and executing the letter of transmittal and delivering your
Original Notes to the exchange agent, either make appropriate arrangements to register
ownership of the Original Notes in your name or obtain a properly completed note power from
the registered holder. Please note that the transfer of registered ownership may take
considerable time.

Withdrawal Rights You may validly withdraw the tender of your Original Notes at any time prior to 5:00 p.m.,
New York City time, on the expiration date. See �The Exchange Offer�Withdrawal Rights.�

Acceptance of the Original Notes and
Delivery of Exchange Notes

We will accept for exchange any and all Original Notes which are validly tendered and not
withdrawn in accordance with the terms and conditions of this exchange offer prior to 5:00
p.m., New York City time, on the expiration date. The Exchange Notes issued pursuant to this
exchange offer will be delivered on the earliest practicable date following the exchange date.
See �The Exchange Offer�Terms of the Exchange Offer.�

Resales of Exchange Notes We believe that you will be able to offer for resale, resell or otherwise transfer Exchange Notes
issued in this exchange offer without compliance with the registration and prospectus delivery
provisions of the Securities Act, provided that:

� you are acquiring the Exchange Notes in the ordinary course of your business;

3
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� you have no arrangement or understanding with any person to participate in a
distribution of the Exchange Notes;

� you are not an affiliate of ours; and

� if you are not a broker-dealer, you are not engaged in, and do not intend to engage
in, the distribution of Exchange Notes.

In addition, each participating broker-dealer that receives Exchange Notes for its own account
in exchange for the Original Notes which were acquired by the broker-dealer as a result of
market-making or other trading activities must acknowledge that it will deliver a prospectus
meeting the requirements of the Securities Act in connection with any resale of the Exchange
Notes. A broker-dealer may use this prospectus for an offer to sell, resell or otherwise transfer
Exchange Notes. See �Plan of Distribution.�

Our belief is based on interpretations by the staff of the SEC set forth in several no-action
letters issued to third parties. The SEC has not considered this exchange offer in the context of
a no-action letter, and we cannot be sure that the staff of the SEC would make a similar
determination with respect to this exchange offer. See �The Exchange Offer�Resale of Exchange
Notes.�

If our belief is not accurate and you transfer an Exchange Note without delivering a prospectus
meeting the requirements of the Securities Act or without an exemption from those
requirements, you may incur liability under the Securities Act. We do not and will not assume,
or indemnify you against, such liability.

Accrued Interest on the Exchange Notes and
the Original Notes

Interest on each Exchange Note will accrue from the last date on which interest was paid on
each Original Note surrendered in this exchange offer, or if no interest has been paid, from the
original date of issuance of the Original Notes.

Material U.S. Federal Income Tax
Consequences

The exchange of Original Notes for Exchange Notes pursuant to this exchange offer will not be
a taxable event for United States federal income tax purposes. See �Material U.S. Federal
Income Tax Consequences.�

Use of Proceeds We will not receive any cash proceeds from the issuance of the Exchange Notes. See �Use of
Proceeds.�

Exchange Agent The Bank of New York Trust Company, N.A. is serving as the exchange agent in connection
with the exchange offer. The address and telephone number of the exchange agent are listed
below under �The Exchange Offer�Exchange Agent.�

Registration Rights Agreement The registration rights agreement by and between us and the initial purchasers of the Original
Notes obligates us to provide you the opportunity to exchange your Original Notes for
Exchange Notes
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with substantially identical terms. This exchange offer satisfies that obligation. After this
exchange offer is completed, you will no longer be entitled to any exchange or registration
rights with respect to your Original Notes. However, under the circumstances described in the
registration rights agreement, you may require us to file a shelf registration statement under the
Securities Act. See �The Exchange Offer�Purpose of the Exchange Offer� and �The Exchange
Offer�Consequences of Failure to Exchange.�

Summary of the Exchange Notes

Securities Offered We are offering $550,000,000 aggregate principal amount of Exchange Notes of the following
series:

� $250,000,000 aggregate principal amount of 5.65% Exchange Senior Notes due
2017; and

� $300,000,000 aggregate principal amount of 6.15% Exchange Senior Notes due
2037.

General The form and terms of the Exchange Notes are identical in all material respects to the form and
terms of the corresponding Original Notes, except that the Exchange Notes (i) will be
registered under the Securities Act and, therefore, will not be subject to the restrictions on
transfer applicable to the Original Notes, (ii) will bear different CUSIP numbers and (iii) will
not be entitled to the rights of holders of the Original Notes under the registration rights
agreement we entered into when the Original Notes were issued and sold. The Exchange Notes
will evidence the same debt as the Original Notes and will be entitled to the benefits of the
senior note indenture. See �Description of the Exchange Notes.�

Maturity The 2017 Exchange Notes will mature on June 1, 2017, and the 2037 Exchange Notes will
mature on June 1, 2037.

Interest Interest on the 2017 Exchange Notes will accrue at a rate of 5.65% per annum, and interest on
the 2037 Exchange Notes will accrue at a rate of 6.15% per annum. Interest on the Exchange
Notes will accrue from the last date on which interest was paid on the Original Notes
surrendered in the exchange offer, or, if no interest has been paid, from the original date of
issuance of the Original Notes, and will be payable semi-annually in arrears on each June 1 and
December 1, beginning on December 1, 2007, and at the respective maturity.

Listing The Exchange Notes will not be listed on any stock exchange or quotation system. The
Exchange Notes are a new issue for which there is currently no public market, and no assurance
can be given as to the liquidity of or trading market for the Exchange Notes.

Senior Note Indenture We will issue the Exchange Notes under the indenture, dated as of July 1, 1999, as
supplemented, between us and The Bank of New York Trust Company, N.A., as successor
senior note trustee, or the senior note indenture.
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Optional Redemption Each series of the Exchange Notes will be redeemable in whole or in part, at our option, at any
time prior to maturity, at a �make-whole� redemption price as described under �Description of the
Exchange Notes�Optional Redemption.�

Security and Ranking The Exchange Notes will be our senior unsecured obligations and will rank equally with all of
our other unsecured and unsubordinated indebtedness, including other series of our currently
outstanding senior notes. On May 14, 2007, upon the occurrence of certain events described in
this prospectus under the heading �Description of the Exchange Notes�General� and �Description
of the Exchange Notes�Security and Release Date,� the first mortgage bonds securing the other
series of our senior notes were released making our outstanding senior notes our unsecured
general obligations.

Limitation on Liens Subject to certain exceptions, so long as any Exchange Notes are outstanding, we may not
issue, assume, guarantee or permit to exist any debt secured by any lien upon any of our
operating property, except for certain permitted secured debt, without effectively securing all
outstanding senior notes, including the Exchange Notes, equally and ratably with that debt (but
only so long as such debt is secured). See �Description of the Exchange Notes�Certain
Covenants�Limitation on Liens.�

Limitation on Sale and Lease-Back
Transactions

Subject to certain exceptions, so long as any Exchange Notes are outstanding, we may not enter
into or permit to exist any sale and lease-back transaction with respect to any operating
property (except for transactions involving leases for a term, including renewals, of not more
than 48 months), if the purchasers� commitment is obtained more than 18 months after the later
of the completion of the acquisition, construction or development of that operating property or
the placing in operation of that operating property or of that operating property as constructed
or developed or substantially repaired, altered or improved. See �Description of the Exchange
Notes�Certain Covenants�Limitation on Sale and Lease-Back Transactions.�

Additional Issuances We may from time to time, without the consent of the holders of the Exchange Notes or our
other debt securities, create and issue additional debt securities having the same terms and
conditions as the Exchange Notes so that the additional issuance is consolidated and forms a
single series with the previously outstanding Exchange Notes.

Form, Denomination and Registration of the
Exchange Notes

The Exchange Notes will be issued in fully-registered form without coupons represented by
one or more fully registered global certificates. Each global certificate will be deposited with,
or on behalf of DTC and registered in the name of Cede & Co., its nominee. Beneficial
interests in the Exchange Notes will be represented through accounts of financial institutions
acting on behalf of the

6
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beneficial owners as direct and indirect participants in DTC, including Euroclear and
Clearstream, Luxembourg. Investors may elect to hold interests in the Exchange Notes through
DTC or through either Euroclear or Clearstream, Luxembourg, if they are participants in those
systems, or indirectly through organizations that are participants in those systems.

Ratings The Original Notes were assigned ratings of Baa2 by Moody�s Investors Service, Inc., or
Moody�s, BBB by Standard & Poor�s Ratings Service, a division of The McGraw Hill
Companies, Inc., or S&P, and BBB+ by Fitch Ratings, Ltd., or Fitch. A rating reflects only the
view of a rating agency, and it is not a recommendation to buy, sell or hold the Original Notes.
A rating does not address market prices or suitability for a particular investor. There can be no
assurance that such ratings will not be lowered, suspended or withdrawn by a rating agency at
any time.

Risk Factors You should carefully read and consider, in addition to matters set forth elsewhere in this
prospectus, the information in the �Risk Factors� section beginning on page 8.

Regulatory Approvals The New Jersey Board of Public Utilities, or NJBPU, approved the issuance of the Original
Notes and the Exchange Notes in an Order, dated April 13, 2007. No additional federal or state
regulatory requirements must be complied with or approval must be obtained in connection
with the exchange offer.

Trustee and Paying Agent The Bank of New York Trust Company, N.A.

Governing Law The senior note indenture and the Original Notes are, and the Exchange Notes will be,
governed by, and construed in accordance with, the laws of the State of New York.
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RISK FACTORS

You should consider the following risk factors, in addition to the other information presented in this prospectus, in evaluating us, our business
and whether to participate in this exchange offer. Any of the following risks, as well as other risks and uncertainties, could harm the value of the
Exchange Notes directly or our business and financial results and thus indirectly cause the value of the Exchange Notes to decline, which in turn
could cause you to lose all or part of your investment. The risks below are not the only ones related to us or the Exchange Notes. Additional
risks not currently known to us or that we currently deem immaterial also may impair our business and cause the value of the Exchange Notes to
decline. See �Cautionary Note Regarding Forward-Looking Statements.�

Risks Related to the Exchange Offer

If you do not properly tender your Original Notes for Exchange Notes, you will continue to hold unregistered certificates that are subject to
transfer restrictions.

We will only issue Exchange Notes in exchange for Original Notes that are received by the exchange agent in a timely manner together with all
required documents. Therefore, you should allow sufficient time to ensure timely delivery of the Original Notes, and you should carefully follow
the instructions on how to tender your Original Notes set forth under �The Exchange Offer�Procedures For Tendering Original Notes� and in the
letter of transmittal that you receive with this prospectus. Neither we nor the exchange agent are required to tell you of any defects or
irregularities with respect to your tender of the Original Notes.

If you do not tender your Original Notes or if we do not accept your Original Notes because you did not tender your Original Notes properly,
you will continue to hold Original Notes. Any Original Notes that remain outstanding after the expiration of this exchange offer will continue to
be subject to restrictions on their transfer in accordance with the Securities Act. After the expiration of this exchange offer, holders of Original
Notes will not (with limited exceptions) have any further rights to have their Original Notes registered under the Securities Act. In addition, if
you tender your Original Notes for the purpose of participating in a distribution of the Exchange Notes, you will be required to comply with the
registration and prospectus delivery requirements of the Securities Act in connection with any resale of the Exchange Notes. If you continue to
hold any Original Notes after this exchange offer is completed, you may have difficulty selling them because of the restrictions on transfer and
because there will be fewer Original Notes outstanding. The value of the remaining Original Notes could be adversely affected by the conclusion
of this exchange offer. There may be no market for the remaining Original Notes, and thus you may be unable to sell such Original Notes.

If an active trading market does not develop for the Exchange Notes, you may be unable to sell the Exchange Notes or to sell them at a price
you deem sufficient.

The Exchange Notes will be new securities for which there is no established trading market. We do not intend to apply for listing of the
Exchange Notes on any national securities exchange or to arrange for the Exchange Notes to be quoted on any automated system. We provide no
assurance as to:

� the liquidity of any trading market that may develop for the Exchange Notes;

� the ability of holders to sell their Exchange Notes; or

� the price at which holders would be able to sell their Exchange Notes.
Even if a trading market develops, the Exchange Notes may trade at higher or lower prices than their principal amount or purchase price,
depending on many factors, including:

� prevailing interest rates;
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� the interest of securities dealers in making a market for the Exchange Notes; and

� our operating results.
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If a market for the Exchange Notes does not develop, purchasers may be unable to resell the Exchange Notes for an extended period of time.
Consequently, a holder of Exchange Notes may not be able to liquidate its investment readily, and the Exchange Notes may not be readily
accepted as collateral for loans. In addition, market-making activities will be subject to restrictions of the Securities Act and the Exchange Act.

In addition, if a large number of holders of the Original Notes do not tender the Original Notes or tender the Original Notes improperly, the
limited amount of the Exchange Notes that would be issued and outstanding after we complete this exchange offer could adversely affect the
development of a market for the Exchange Notes.

If you are a broker-dealer, your ability to transfer the Original Notes may be restricted.

A broker-dealer that purchased Original Notes for its own account as part of market-making or trading activities must deliver a prospectus when
it sells the Exchange Notes. Our obligation to make this prospectus available to broker-dealers is limited. Consequently, we cannot guarantee
that a proper prospectus will be available to broker-dealers wishing to resell their Exchange Notes.

Risks Related to Our Business Operations and Industry

Because our actions in obtaining a supply of electricity are subject to regulatory prudence reviews, there exists the potential for the
disallowance and, therefore, non-recovery of a portion of the costs of that supply.

We currently obtain our electricity to serve our basic generation service, or BGS, customers entirely from contracted purchases from third-party
suppliers through an auction process authorized by the NJBPU. Auctions in February 2005, 2006 and 2007 resulted in supply contracts covering
portions of our requirements for various periods through May 31, 2010. The prices charged to our non-shopping customers since August 1, 2003
have essentially equaled our costs. If any of these third-party suppliers were to default on their obligations, and no other third-party supplier
steps in to supply that load, or if future auctions do not result in contracts for all of our supply requirements, we would purchase replacement
power in the open market at prices that may exceed our charges to customers.

Although we are permitted to defer for future collection from customers the amounts by which our BGS costs and our costs incurred under
non-utility generation, or NUG, agreements exceed amounts collected through our BGS and non-utility generation charge, or NUGC, rates, or
deferred balance, our actions in purchasing any such power in the open market would be subject to subsequent regulatory prudence reviews,
which could lead to the disallowance of some of those costs. As of September 30, 2007, our accumulated deferred cost balance totaled
approximately $330 million.

Electricity currently purchased under existing agreements with non-utility generators and power we generate is sold primarily into the wholesale
market, which purchases and sales are also subject to regulatory prudence reviews. Any of our costs that are disallowed for recovery would be
charged against our earnings. We cannot predict the result of future regulatory prudence reviews, which could have an adverse impact on our
results of operations.

We are subject to complex and changing government regulations that may require increased expense and/or changes in business strategy
that could have a negative impact on our results of operations.

We are subject to comprehensive regulation by various federal, state and local regulatory agencies that significantly influences our operating
environment. We are required to have numerous permits, approvals and certificates from the agencies that regulate our business. We believe the
necessary permits, approvals and certificates have been obtained for our existing operations and that our business is conducted in accordance
with applicable laws. However, we are unable to predict the impact on our operating results from the future regulatory activities of any of these
agencies. Changes in or reinterpretations of existing laws or regulations or the imposition of new laws or regulations may require us to incur
additional expenses or change the way we run our businesses, and therefore may have an adverse impact on our results of operations.
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Our retail rates, conditions of service, issuance of securities and other matters are subject to regulation by the NJBPU. With respect to our
wholesale and interstate electric operations and rates, including regulation of our accounting policies and practices, we are subject to regulation
by the Federal Energy Regulatory Commission, or FERC. Decisions by either of these regulatory bodies could affect us adversely for the
reasons described above.

The EPACT affects various aspects of electric generation, transmission and distribution. One of the provisions of EPACT gives the FERC the
authority to certify an electric reliability organization, or ERO, that will establish and enforce mandatory bulk power reliability standards,
subject to FERC review and approval. The EPACT repealed the PUHCA effective February 8, 2006. Some of the PUHCA�s consumer protection
authority has been transferred to the FERC and state utility commissions. The repeal of the PUHCA and the impact of this legislation and its
implementation on both a federal and state level could have a significant impact on our operations.

On August 1, 2005, the NJBPU established a proceeding to determine whether additional ratepayer protections are required at the state level in
light of the repeal of the PUHCA pursuant to the EPACT. The NJBPU approved regulations effective October 2, 2006 that would prevent a
holding company that owns a gas or electric public utility from investing more than 25% of the combined assets of its utility and utility-related
subsidiaries into businesses unrelated to the utility industry. These regulations are not expected to materially impact us. Also, in the same
proceeding, the NJBPU Staff issued an additional draft proposal on March 31, 2006 addressing various issues including access to books and
records, ring-fencing, cross subsidization, corporate governance and related matters. With the approval of the NJBPU Staff, the affected utilities
jointly submitted an alternative proposal on June 1, 2006. Comments on the alternative proposal were submitted on June 15, 2006. On
November 3, 2006, the NJBPU Staff circulated a revised draft proposal to interested stakeholders. Another revised draft was circulated by the
NJBPU Staff on February 8, 2007. We are not able to predict the outcome of this proceeding at this time.

New Jersey statutes require the state to periodically undertake a planning process known as the energy master plan, or EMP, to address
energy-related issues. In October 2006, the current EMP process was initiated with the issuance of a proposed set of objectives which, as to
electricity, included the following: reduce the total projected electricity demand by 20% by 2020; meet 22.5% of New Jersey�s electricity needs
with renewable energy resources by 2020; reduce air pollution related to energy use; encourage and maintain economic growth and
development; achieve a 20% reduction in both the customer average interruption duration index and the system average interruption frequency
index by 2020; maintain unit prices for electricity at no more than 5% above the regional average price; and eliminate transmission congestion
by 2020. Comments on the objectives and participation in the development of the EMP have been solicited. Public stakeholder meetings were
held in the fall of 2006 and in early 2007, and further public meetings are expected in late 2007. A final draft of the EMP is expected to be
presented to the Governor in late 2007 with further public hearings anticipated in early 2008. At this time, we cannot predict the outcome of this
process nor determine the impact, if any, such legislation may have on our operations.

On February 13, 2007, the NJBPU Staff informally issued a draft proposal relating to changes to the regulations addressing electric distribution
service reliability and quality standards. Meetings between the NJBPU Staff and interested stakeholders to discuss the proposal were held and
additional, revised informal proposals were subsequently circulated by the NJBPU Staff. On September 4, 2007, proposed regulations were
published in the New Jersey Register, which proposal will be subsequently considered by the NJBPU following comments, which were due on
September 26, 2007. At this time, we cannot predict the outcome of this process nor determine the impact, if any, such regulations may have on
our operations.

Our facilities may not operate as planned, which may increase our expenses or decrease our revenues and, thus, have an adverse effect on
our financial performance.

Operation of transmission and distribution facilities involves risk, including potential breakdown or failure of equipment or processes, accidents,
labor disputes, stray voltage and performance below expected levels. In
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addition, weather-related incidents and other natural disasters can disrupt transmission and distribution delivery systems. Because our
transmission facilities are interconnected with those of third parties, the operation of those facilities could be adversely affected by unexpected
or uncontrollable events occurring on the systems of such third parties. Any of these occurrences could result in reduced revenues or increased
expenses, including higher maintenance costs that we may not be able to recover from customers. Moreover, if we are unable to perform our
contractual obligations, penalties or damages may result.

As more fully discussed under �Business�Legal Proceedings,� litigation relating to power outages in our service territory in 1999 is pending against
us. Two class action lawsuits (subsequently consolidated into a single proceeding) were filed in New Jersey Superior Court in July 1999 against
us, our then parent, GPU, Inc., or GPU (which merged into FirstEnergy Corp. in 2001) and certain of our affiliates, seeking compensatory and
punitive damages arising from the July 1999 service interruptions in our territory. In July 2006, the New Jersey Superior Court dismissed the
punitive damage claim and decertified the class. The plaintiffs appealed this ruling to the New Jersey Appellate Division, which on March 7,
2007 remanded the matter back to the Trial Court to allow the plaintiffs sufficient time to establish a damage model or individual proof of
damages. We filed a petition for allowance of an appeal of the Appellate Division ruling to the New Jersey Supreme Court, which was denied on
May 9, 2007. Proceedings are continuing in the Superior Court. We are defending this class action lawsuit, but are unable to predict the outcome
of this matter. No liability has been accrued as of September 30, 2007.

Restructuring and deregulation in the electric utility industry may result in increased competition and unrecoverable costs that could
adversely affect our business and results of operations.

As a result of the actions taken by state legislative bodies over the last few years, major changes in the electric utility business have occurred and
are continuing to take place in parts of the United States, including New Jersey where we operate. The FERC and the U.S. Congress also
propose changes from time to time in the structure and conduct of the utility industry. The FERC�s ongoing efforts to promote regional
transmission organizations, or RTOs, like the PJM Interconnection L.L.C., or PJM, which includes us as a transmission owner, for example, may
affect how we operate and our costs of doing business. If these and other restructuring and deregulation-related efforts and proceedings result in
unrecoverable costs, our business and results of operations may be adversely affected. We cannot predict the extent and timing of further efforts
to restructure, deregulate or re-regulate us or our industry.

Weather conditions such as tornadoes, hurricanes, ice storms and droughts, as well as seasonal temperature variations could have a negative
impact on our results of operations.

Weather conditions directly influence the demand for electric power. In our service areas, demand for power peaks during the summer months,
with market prices also typically peaking at that time. As a result, overall operating results may fluctuate on a seasonal and quarterly basis. In
addition, we have historically sold less power, and consequently received less revenue, when weather conditions are milder. However, severe
weather, such as tornadoes, hurricanes, ice or snow storms or droughts, or other natural disasters, may cause outages and property damage that
may require us to incur additional costs that are generally not insured and that may not be recoverable through our prices. The effect of the
failure of our facilities to operate as planned under these conditions would be particularly burdensome during a peak demand period.

Increases in interest rates and/or a downgrade of our credit ratings could negatively affect our financing costs and our ability to access
capital.

We have exposure to future interest rates as we plan to raise debt in the capital markets to meet maturing debt obligations and fund construction
or other investment opportunities. Although we employ risk management techniques to hedge against interest rate volatility, significant and
sustained increases in market interest rates could materially increase our financing costs and negatively impact our reported results.
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We rely on access to bank and capital markets as sources of liquidity for cash requirements not satisfied by cash flows from operations. A
downgrade in our credit ratings from the nationally-recognized credit rating agencies, particularly to a level below investment grade, could
negatively affect our ability to access the bank and capital markets, especially in a time of uncertainty in either of those markets. A ratings
downgrade would also increase the fees we pay on our various credit facilities, thus increasing the cost of our working capital. A ratings
downgrade could also impact our ability to grow our businesses by substantially increasing the cost of, or limiting access to, capital. Our senior
unsecured debt ratings from S&P and Moody�s are investment grade. The current ratings outlook is negative from S&P and stable from Moody�s.

A rating is not a recommendation to buy, sell or hold debt, inasmuch as the rating does not comment as to market price or suitability for a
particular investor. The ratings assigned to our debt address the likelihood of payment of principal and interest pursuant to their terms. A rating
may be subject to revision or withdrawal at any time by the assigning rating agency. Each rating should be evaluated independently of any other
rating that may be assigned to our securities.

Acts of war or terrorism could negatively impact our business.

The possibility that our infrastructure, or that of an interconnected company, such as electric generation, transmission and distribution facilities
could be a direct target of, or indirect casualties of, an act of war could affect our operations. Our transmission and distribution facilities, or
generation, transmission and distribution facilities of interconnected companies, may be targets of terrorist activities that could result in
disruption of our ability to purchase, transmit or distribute electricity. Any such disruption could result in a decrease in revenues and additional
costs to replace or repair our assets, which could have a material adverse impact on our results of operations and financial condition.

We are subject to financial performance risks related to the economic cycles of the electric utility industry.

Our business follows the economic cycles of our customers. Sustained downturns or sluggishness in the economy generally affects the markets
in which we operate and negatively influences energy operations. Declines in demand for electricity as a result of economic downturns will
reduce overall electricity sales and lessen cash flows, especially as industrial customers reduce production, resulting in less consumption of
electricity. Economic conditions also impact the rate of delinquent customer accounts receivable.

We face certain human resource risks associated with the availability of, and our ability to attract and retain, trained and qualified
management and labor to meet future staffing requirements.

Workforce demographic issues challenge employers nationwide and are of particular concern to the electric utility industry. The median age of
utility workers is significantly higher than the national average. Today, nearly one-half of the industry�s workforce is age 45 or older.
Consequently, we face the difficult challenge of finding ways to retain our aging skilled workforce while recruiting new talent to mitigate losses
in critical knowledge and skills due to retirements. Mitigating these risks could require additional financial commitments.
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USE OF PROCEEDS

This exchange offer is intended to satisfy certain of our obligations under the related registration rights agreement.

We will not receive any cash proceeds from the issuance of the Exchange Notes in this exchange offer. In consideration for issuing the Exchange
Notes as contemplated in this prospectus, we will receive outstanding Original Notes in like principal amount. We will cancel all Original Notes
surrendered to us in this exchange offer.

We used the proceeds we received from the issuance of the Original Notes to refinance certain series of our outstanding first mortgage bonds, to
fund a repurchase of $125 million of our common stock from our parent, FirstEnergy, and for general corporate purposes.

RATIO OF EARNINGS TO FIXED CHARGES

                            For the Years Ended December 31,                            
For the Nine Months Ended

September 30,
    2002      2003 2004 2005 2006 2006 2007

(unaudited)
5.12 2.11 3.19 4.44 4.28 4.57 4.30

�Earnings� for purposes of the calculation of Ratio of Earnings to Fixed Charges have been computed by adding to �Income before extraordinary
items� total interest and other charges, before reduction for amounts capitalized, provision for income taxes and the estimated interest element of
rentals charged to income. �Fixed charges� include interest on long-term debt, other interest expense and the estimated interest element of rentals
charged to income.

CAPITALIZATION

The following table sets forth our capitalization as of September 30, 2007. The table below should be read in conjunction with �Selected
Financial Information,� �Management�s Discussion And Analysis Of Financial Condition And Results Of Operations� and with our consolidated
financial statements and related notes included in this prospectus.

As of

September 30, 2007
(In thousands)

Common Stockholder�s Equity $ 3,020,943 65.8%
Long-Term Debt and Other Long-Term Obligations 1,568,296 34.2%

Total Capitalization $ 4,589,239 100.0%
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SELECTED FINANCIAL INFORMATION

The following table contains: (1) our selected financial data for the five fiscal years ended December 31, 2006, and as of December 31 for each
of those years, which have been derived from our audited consolidated financial statements (our audited financial statements for the three fiscal
years ended December 31, 2006 are included in this prospectus) and (2) our selected financial data for the nine months ended September 30,
2006 and 2007 and as of September 30, 2007, which have been derived from our unaudited consolidated financial statements included in this
prospectus. The selected financial data as of September 30, 2006 and 2007 and for the nine months ended September 30, 2006 and 2007 are
unaudited. For the nine months ended September 30, 2006 and 2007, all adjustments, consisting only of normal and recurring adjustments,
which are, in our opinion, necessary for a fair presentation of the interim consolidated financial statements, have been included. Results for the
nine months ended September 30, 2007 are not necessarily indicative of the results for the full year. The exchange of the Original Notes for the
Exchange Notes will not be a taxable event for United States federal income tax purposes. See �Material U.S. Federal Income Tax Consequences.�

The following selected financial data should be read in conjunction with, and is qualified in its entirety by reference to, the section below
entitled �Management�s Discussion And Analysis Of Financial Condition And Results Of Operations� and our consolidated financial statements
and the notes to our consolidated financial statements included in this prospectus.

Year Ended December 31,

Nine Months

Ended September 30,
2002 2003 2004 2005 2006 2006 2007

(In thousands) (unaudited)

Operating Revenues $ 2,328,415 $ 2,359,646 $ 2,206,987 $ 2,602,234 $ 2,667,645 $ 2,098,344 $ 2,496,995
Operating Income 332,953 144,606 273,334 388,377 403,668 325,186 343,345
Total Assets 8,062,148 7,583,361 7,296,532 7,584,106 7,482,565 7,699,268 7,249,041
Long-Term Obligations and
Company-Obligated Mandatorily
Redeemable Preferred Stock 1,335,690 1,095,991 1,238,984 972,061 1,320,341 1,327,809 1,568,296
Consolidated Ratio of Earnings to Fixed
Charges(1) 5.12 2.11 3.19 4.44 4.28 4.57 4.30

(1) �Earnings� for purposes of the calculation of Ratio of Earnings to Fixed Charges have been computed by adding to �Income before
extraordinary items� total interest and other charges, before reduction for amounts capitalized, provision for income taxes and the estimated
interest element of rentals charged to income. �Fixed charges� include interest on long-term debt, other interest expense and the estimated
interest element of rentals charged to income.
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MANAGEMENT�S DISCUSSION AND ANALYSIS OF

FINANCIAL CONDITION AND RESULTS OF OPERATIONS

General

We are one of eight wholly-owned electric operating subsidiaries of FirstEnergy, which include American Transmission Systems, Inc., or ATSI,
Ohio Edison Company, or OE, The Cleveland Electric Illuminating Company, or CEI, The Toledo Edison Company, or TE, Pennsylvania Power
Company, or Penn, Metropolitan Edison Company, or Met-Ed, and Pennsylvania Electric Company, or Penelec. FirstEnergy is a diversified
energy company headquartered in Akron, Ohio. FirstEnergy�s subsidiaries and affiliates are involved in the generation, transmission and/or
distribution of electricity, as well as energy management and other energy-related services. FirstEnergy�s eight electric utility operating
companies comprise the nation�s fifth largest investor-owned electric system, serving 4.5 million retail customers within a 36,100-square-mile
area of Ohio, Pennsylvania and New Jersey.

We were organized under the laws of the State of New Jersey in 1925 and own property and do business as an electric public utility in that state.
As one of FirstEnergy�s operating subsidiaries, we provide transmission and distribution services in 3,200 square miles of northern, western and
east central New Jersey. Our transmission system is overseen by PJM, a RTO. We also engage in the sale, purchase and interchange of electric
energy with other electric companies. The area we serve has a population of approximately 2.6 million. We comply with the regulations, orders,
policies and practices prescribed by the SEC, the FERC and the NJBPU.

Reclassifications

As discussed in Note 1 to the consolidated financial statements, certain prior year amounts have been reclassified to conform to the current year
presentation. These reclassifications did not change previously reported earnings for 2005 and 2004. All reclassifications have been evaluated
and determined to be properly reflected as reclassifications in the respective period as presented in the consolidated balance sheets and
statements of cash flows.

Results of Operations

Nine Months Ended September 30, 2007

Earnings on common stock increased to $164 million in the first nine months of 2007 compared to $152 million for the same period in 2006.
The increase was primarily due to higher revenues and lower operating costs, partially offset by higher purchased power costs and increased
amortization of regulatory assets.

Years Ended December 31, 2006 and 2005

Earnings on common stock increased to $190 million in 2006 from $182 million in 2005, as increases in operating revenues and lower other
operating costs were partially offset by increases in purchased power costs. Earnings on common stock in 2005 increased to $182 million from
$107 million in 2004, due to higher operating revenues that were partially offset by increases in purchased power and other operating costs.

Revenues

Nine Months Ended September 30, 2007

Revenues increased $399 million or 19% in the first nine months of 2007 compared with the same period of 2006. Retail and wholesale
generation revenues increased by $250 million and $49 million, respectively, in the first nine months of 2007.
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Retail generation revenues from all customer classes increased in the first nine months of 2007 compared to 2006 due to higher unit prices
resulting from the BGS auctions effective June 1, 2006 and June 1, 2007 and higher retail generation kilowatt-hour, or KWH, sales. Sales
volume increased as a result of weather conditions in the first nine months of 2007 (heating degree days were 15.8% greater than the first nine
months of 2006 and cooling degree days decreased slightly). Industrial generation KWH sales declined in the first nine months of 2007 from the
same period in 2006 due to an increase in customer shopping.

Wholesale generation revenues increased $49 million in the first nine months of 2007 due to higher market prices, partially offset by a 3.0%
decrease in sales volume compared with the first nine months of 2006.

Changes in retail generation KWH sales and revenues by customer class in the first nine months of 2007 compared to the same period of 2006
are summarized in the following table:

Retail Generation KWH Sales
Increase

(Decrease)
Residential 2.3%
Commercial 1.6%
Industrial (7.0)%

Net Increase in Generation Sales 1.6%

Retail Generation Revenues Increase
(In millions)

Residential $ 145
Commercial 100
Industrial 5

Increase in Generation Revenues $ 250

Distribution revenues increased in the first nine months of 2007 compared to the same period of 2006 due to higher composite unit prices and
increased KWH deliveries, reflecting the weather impacts described above. The higher unit prices resulted from a NUGC rate increase effective
in December 2006.

Changes in distribution KWH deliveries and revenues in the first nine months of 2007 compared to the corresponding period of 2006 are
summarized in the following tables.

Distribution KWH Deliveries Increase
Residential 2.3%
Commercial 3.3%
Industrial 1.1%

Increase in Distribution Deliveries 2.6%

Distribution Revenues Increase
(In millions)

Residential $ 35
Commercial 38
Industrial 6

Increase in Distribution Revenues $ 79
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The higher revenues for the first nine months of 2007 also included $20 million of increased revenues resulting from the August 2006
securitization of deferred costs associated with our BGS supply.
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Years Ended December 31, 2006 and 2005

Revenues increased $65 million or 2.5% in 2006 compared with 2005. The higher revenues reflected increases in retail generation revenues of
$150 million and miscellaneous revenue of $6 million partially offset by declines in distribution throughput revenues of $25 million and
wholesale revenues of $66 million. Retail generation sales revenues increased in 2006 from 2005 due to higher unit prices resulting from the
BGS auction, partially offset by lower volumes. Retail generation KWH sales declines in the residential (5.5%) and industrial (3.6%) sectors
were partially offset by an increase in sales to the commercial sector (1.0%). The decline in retail generation KWH sales was due to milder
weather in 2006 compared to 2005�heating degree days decreased by 18.5% and cooling degree days decreased by 16.0%.

The $25 million decline in distribution revenues was due to a 3.5% volume decrease in 2006 from the previous year, partially offset by higher
composite unit prices. The higher composite prices reflected the impact of the distribution rate increase effective June 1, 2005 due to the NJBPU
stipulated settlements. See Note 7 to the consolidated financial statements. Lower residential sector deliveries and a slight change in commercial
sector deliveries resulted from the milder temperatures in 2006; a decrease in industrial sector deliveries reflected slowing economic conditions
in our service area.

Revenues from wholesale sales decreased by $66 million in 2006 as compared to 2005 due to lower unit prices and a 2.0% decline in KWH
sales.

Revenues increased $395 million or 17.9% in 2005 compared with 2004. The higher revenues consisted of increases in retail generation
revenues of $195 million, distribution throughput revenues of $123 million and wholesale revenues of $75 million. Retail generation sales
revenues increased in 2005 from 2004 due to higher volumes and unit prices resulting from the BGS auction. Retail generation KWH sales
increases in the residential (13.9%) and commercial (13.5%) sectors more than offset a decline in sales to the industrial sector (6.3%) due to
changes in customer shopping. Generation provided by alternative suppliers to residential and commercial customers as a percent of total sales
in our franchise area decreased by 5.2 and 5.1 percentage points, respectively, while the percentage of shopping by industrial customers
increased by 1.6 percentage points.

The $123 million increase in distribution deliveries during 2005 was due to higher composite unit prices, coupled with a 6.2% volume increase
in 2005 from the previous year. The higher composite prices reflected the impact of the distribution rate increase effective June 1, 2005 due to
the NJBPU stipulated settlements. See Note 7 to the consolidated financial statements. Higher residential and commercial sector deliveries
resulted, in large part, from warmer summer temperatures and colder winter temperatures in 2005 and a slight increase in industrial sector
deliveries as a result of improving economic conditions.

Changes in electric generation sales and distribution deliveries in 2006 and 2005, compared to the prior year, are summarized in the following
table:

Changes in KWH Sales 2006 2005
Increase (Decrease)
Electric Generation:
Retail (2.8)% 12.8%
Wholesale (2.0)% (5.1)%

Total Electric Generation Sales (2.6)% 8.6%

Distribution Deliveries:
Residential (5.5)% 8.0%
Commercial 0.2% 6.3%
Industrial (7.9)% 0.1%

Total Distribution Deliveries (3.5)% 6.2%
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Expenses

Nine Months Ended September 30, 2007

Total expenses increased by $380 million in the first nine months of 2007 as compared to the same period of 2006. The following table presents
changes from the prior year by expense category:

Increase

(Decrease)
Expenses�Changes (In millions)
Purchased power costs $ 300
Other operating costs (9)
Provision for depreciation 1
Amortization of regulatory assets 87
General Taxes 1

Net increase in expenses $ 380

The increase in purchased power costs primarily reflected higher unit prices resulting from the June 2006 and June 2007 BGS auctions. Other
operating costs decreased $9 million in the first nine months of 2007 primarily due to lower employee benefit costs. Amortization of regulatory
assets increased $87 million in the first nine months of 2007 due to higher cost recovery associated with the December 2006 NUGC rate
increase.

Other expenses increased $9 million in the first nine months of 2007 from the same period in 2006 primarily due to interest expense associated
with our $550 million issuance of the Original Notes in May 2007.

Years Ended December 31, 2006 and 2005

Total expenses increased $50 million in 2006 and $280 million in 2005, compared to the preceding year. The increase in 2006 was primarily due
to higher purchased power costs and the absence of new regulatory asset deferrals, offset by reductions in other operating costs and amortization
of regulatory assets. The increase in 2005 compared to 2004 was primarily due to higher purchased power costs. The following table presents
changes in 2006 and 2005 from the prior year by expense category:

Operating Expenses�Changes 2006 2005
(In millions)

Increase (Decrease)
Purchased power costs $ 91 $ 263
Other operating costs (54) 25
Provision for depreciation 3 5
Amortization of regulatory assets (18) 14
Deferral of new regulatory assets 29 (29)
General taxes (1) 2

Net increase in expenses $ 50 $ 280

Purchased power increased $91 million in 2006 compared to 2005. The increased purchased power costs have no impact on our earnings as all
power is provided from the BGS auction and deferral accounting ensures the matching of revenue with purchased power expense. The increased
purchased power costs reflected higher unit prices, partially offset by reduced KWH purchases due to lower generation sales requirements as
discussed above. The decrease in other operating expenses of $54 million in 2006 reflected the absence of an accrual for a potential labor
arbitration award and the impact of the labor union strike that ended in March 2005.
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New regulatory asset deferrals decreased $29 million in 2006, as the prior year reflected the NJBPU approval to defer previously incurred
reliability expenses for recovery from customers. Amortization of regulatory assets decreased $18 million in 2006 as compared to 2005 due to a
reduced level of market transition charge, or MTC, revenue recovery.

Purchased power costs increased $263 million in 2005 compared to 2004, reflecting higher KWH purchases due to increased generation sales
requirements and higher unit prices. As discussed above, the increased purchased power costs have no impact on our earnings as deferral
accounting ensures the matching of revenue with purchased power expense. Other operating expenses increased $25 million in 2005 compared
to 2004, primarily due to our recording a $16 million liability for a potential labor arbitration award.

Deferral of new regulatory assets of $29 million in 2005 reflected the NJBPU approval to defer previously incurred reliability expenses for
recovery from customers. Amortization of regulatory assets increased $14 million in 2005 as compared to 2004 due to an increase in the level of
MTC revenue recovery.

Net Interest Charges

Net interest charges increased $2 million in 2006 and decreased $3 million in 2005, compared to the prior year. These changes reflected debt
issuances of $382 million and redemptions of $207 million in 2006 and redemptions of $56 million in 2005.

Capital Resources and Liquidity

Our cash requirements in 2006 for operating expenses, construction expenditures and scheduled debt maturities were met with a combination of
cash from operations and funds from the capital markets. During 2007 and thereafter, we expect to meet our contractual obligations primarily
with cash from operations, short-term credit arrangements and funds from the capital markets. Borrowing capacity under our credit facilities is
available to manage our working capital requirements.

Changes in Cash Position

As of December 31, 2006 and 2005, we had $41,000 and $102,000 of cash and cash equivalents, respectively. The major sources for changes in
these balances are summarized below.

Cash Flows From Operating Activities

Net cash provided from operating activities was $190 million in 2006, $507 million in 2005 and $263 million in 2004, summarized as follows:

Years Ended December 31,
Operating Cash Flows 2006 2005 2004

(In millions)
Net income $ 191 $ 183 $ 108
Net non-cash charges 108 112 118
Pension trust contribution* 5 (54) (37)
Cash collateral from (returned to) suppliers (109) 135 7
Working capital and other (5) 131 67

Net cash provided from operating activities $ 190 $ 507 $ 263

* Pension trust contributions in 2005 and 2004 were each net of $25 million of income tax benefits. The $5 million cash inflow in 2006
represents reduced income taxes paid in 2006 relating to a January 2007 pension contribution.
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Net cash provided from operating activities decreased by $317 million in 2006 from 2005 as a result of $244 million of cash collateral returned
to suppliers, $136 million decrease from working capital and other and a $4 million decrease in net non-cash charges, partially offset by an $8
million increase in net income (as described above under �Results of Operations�) and the tax benefit in 2006 relating to the January 2007 pension
contribution. The decrease in working capital and other was attributable to changes to accrued taxes of $87 million and a decrease in cash of $27
million from the collection of receivables.

Net cash provided from operating activities increased $244 million in 2005 compared to 2004 due to a $75 million increase in net income as
described above under �Results of Operations,� a $128 million increase in cash collateral collected from suppliers and a $64 million increase from
working capital and other, which was partially offset by a $17 million increase in after-tax voluntary pension trust contributions in 2005 from
2004. The increase from working capital and other was attributable to a $41 million increase in cash from the collection of receivables and a $45
million increase in accounts payable.

Cash Flows From Financing Activities

Net cash used for financing activities was $10 million, $298 million and $82 million in 2006, 2005 and 2004, respectively, primarily reflecting
the new issues and redemptions shown below:

Securities Issued or Redeemed in 2006 2005 2004
(In millions)

New Issues:
Secured notes $ 382 $ �  $ 300

Redemptions:
FMB $ 40 $ 56 $ 290
Secured notes 150 �  �  
Common stock 77
Preferred stock 13 �  �  
Transition bonds 17 17 16
Other �  �  3

Total redemptions $ 297 $ 73 $ 309

Short-term borrowings, net $ 5 $ (67) $ 18

Net cash used for financing activities decreased $288 million in 2006 from 2005. The decrease resulted primarily from the issuance of $382
million in long-term debt. Net cash used for financing activities increased $216 million in 2005 from 2004 as a result of a $68 million increase in
common stock dividends to FirstEnergy and to new financing.

We had approximately $24 million of cash and temporary investments (which includes short-term notes receivable from associated companies)
and approximately $187 million of short-term indebtedness as of December 31, 2006. We have authorization from the FERC to incur short-term
debt of up to our charter limit of $429 million (including the utility money pool). As our mortgage indenture was terminated as of September 14,
2007, we may no longer issue FMB. In addition, our senior note indenture prohibits us (subject to certain exceptions) from issuing any debt
which is senior to the senior notes. As a result of our redeeming all remaining outstanding preferred stock on September 15, 2006, our applicable
earnings coverage test is inoperative. In the event that we would issue preferred stock in the future, the applicable earnings coverage test will
govern the amount of additional preferred stock that we may issue.

On June 8, 2006, the NJBPU approved our request to issue securitization bonds associated with BGS stranded cost deferrals. On August 10,
2006, JCP&L Transition Funding II, one of our wholly-owned subsidiaries, issued $182 million of transition bonds with a weighted average
interest rate of 5.5%. As required by the Electric Discount and Energy Competition Act of 1999, as amended, we used the proceeds principally
to reduce stranded costs, including basic generation transition costs, through the retirement of debt, including short-term debt, or equity or both,
and also to pay related expenses.
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On May 12, 2006, we issued $200 million of 6.40% secured Senior Notes due 2036. The proceeds of the offering were used to repay at maturity
$150 million aggregate principal amount of our 6.45% Senior Notes due May 15, 2006 and for general corporate purposes.

Cash Flows From Investing Activities

Cash used for investing activities decreased $29 million in 2006 and increased $28 million in 2005. The decrease in 2006 resulted from a
reduction of $49 million in property additions offset by loans to associated companies and an increase in the amount of restricted funds. The
increase in 2005 resulted primarily from a $30 million increase in property additions.

Contractual Obligations

As of December 31, 2006, our estimated cash payments under existing contractual obligations that we considered firm obligations were as
follows:

Contractual Obligations Total 2007 2008-2009 2010-2011 Thereafter
(In millions)

Long-term debt(1) $ 1,366 $ 33 $ 56 $ 63 $ 1,214
Short-term borrowings 187 187 �  �  �  
Interest on long-term debt 1,144 81 157 151 755
Operating leases(2) 102 8 17 15 62
Pension funding(3) 18 18 �  �  �  
Purchases(4) 2,692 574 1,010 732 376

Total $ 5,509 $ 901 $ 1,240 $ 961 $ 2,407

(1) Amounts reflected do not include interest on long-term debt.

(2) Operating lease payments are net of reimbursements from subleasees. See Note 5 to the consolidated financial statements.

(3) We estimate that no further pension contributions will be required during the 2008-2011 period to maintain our defined benefit pension
plan�s funding at a minimum required level as determined by government regulations. We are unable to estimate projected contributions
beyond 2011. See Note 3 to the consolidated financial statements.

(4) Power purchases under contracts with fixed or minimum quantities and approximate timing.
Market Risk Information

We use various market risk sensitive instruments, including derivative contracts, primarily to manage the risk of price and interest rate
fluctuations. FirstEnergy�s Risk Policy Committee, comprised of members of FirstEnergy senior management, provides general oversight to risk
management activities. Commodity derivative contracts were valued at $1.2 billion as of December 31, 2006.

Commodity Price Risk

We are exposed to market risk primarily due to fluctuations in electricity, energy transmission and natural gas prices. To manage the volatility
relating to these exposures, we use a variety of non-derivative and derivative instruments, including forward contracts, options, futures contracts
and swaps. The derivatives are used principally for hedging purposes. Derivatives that fall within the scope of SFAS No. 133, �Accounting for
Derivative Instruments and Hedging Activities,� or SFAS 133, must be recorded at their fair value and marked to market. The majority of our
derivative hedging contracts qualify for the normal purchase and normal sale exception under SFAS 133 and are therefore excluded from the
table below. Contracts that are not exempt from such treatment include power purchase agreements with NUG entities that were structured
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Utility Regulatory Act of 1978. These non-trading contracts are adjusted to fair value at the end of each quarter, with a corresponding regulatory
asset recognized for above-market costs. The change in the fair value of commodity derivative contracts related to energy production during
2006 is summarized in the following table:

Decrease in the Fair Value of Derivative Contracts Non-Hedge Hedge Total
(In millions)

Change in the fair value of commodity derivative contracts:
Outstanding net liabilities as of January 1, 2006 $ (1,223) $ �  $ (1,223)
New contract value when entered �  �  �  
Additions/Changes in value of existing contracts (239) �  (239)
Change in techniques/assumptions �  �  �  
Settled contracts 291 �  291

Net Liabilities�Derivatives Contracts as of December 31, 2006(1) $ (1,171) $ �  $ (1,171)

Impact of Changes in Commodity Derivative Contracts(2)
Income Statement Effects (Pre-Tax) $ (1) $ �  $ (1)
Balance Sheet Effects:
OCI (Pre-Tax) $ �  $ �  $ �  
Regulatory Asset (Net) $ (53) $ �  $ (53)

(1) Includes $1,171 million in non-hedge commodity derivative contracts (primarily with NUGs), which are offset by a regulatory asset and does not affect
earnings.

(2) Represents the change in value of existing contracts, settled contracts and changes in techniques/assumptions.
Derivatives are included on the Consolidated Balance Sheet as of December 31, 2006 as follows:

Balance Sheet Classification Non-Hedge Hedge Total
(In millions)

Current-
Other assets $ �  $ �  $ �  
Other liabilities �  �  �  

Non-Current-
Other deferred charges 12 �  12
Other noncurrent liabilities (1,183) �  (1,183)

Net Liabilities $ (1,171) $ �  $ (1,171)

The valuation of derivative contracts is based on observable market information to the extent that such information is available. In cases where
such information is not available, we rely on model-based information. The model provides estimates of future regional prices for electricity and
an estimate of related price volatility. We use these results to develop estimates of fair value for financial reporting purposes and for internal
management decision making. Sources of information for the valuation of commodity derivative contracts as of December 31, 2006 are
summarized by year in the following table:

Source of Information�Fair Value by Contract Year 2007 2008 2009 2010 2011 Thereafter Total
(In millions)

Other external sources(1) $ (314) $ (257) $ (199) $ (191) $ �  $ �  $ (961)
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Prices based on models �  �  �  �  (111) (99) (210)

Total(2) $ (314) $ (257) $ (199) $ (191) $ (111) $ (99) $ (1,171)

(1) Broker quote sheets.

(2) Includes $1,171 million in non-hedge commodity derivative contracts (primarily with NUGs), which are offset by a regulatory asset.
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We perform sensitivity analyses to estimate our exposure to the market risk of our commodity positions. A hypothetical 10% adverse shift in
quoted market prices in the near term on both our trading and non-trading derivative instruments would not have had a material effect on our
consolidated financial position or cash flows as of December 31, 2006. We estimate that if energy commodity prices experienced an adverse
10% change, net income for the next twelve months would not change, as the prices for all commodity positions are already above the contract
price caps.

Interest Rate Risk

Our exposure to fluctuations in market interest rates is reduced since our debt has fixed interest rates, as noted in the following table:

Comparison of Carrying Value to Fair Value

Year of Maturity 2007 2008 2009 2010 2011 Thereafter Total
Fair

Value
(Dollars in millions)

Assets
Investments Other Than Cash and Cash
Equivalents-
Fixed Income $ 236 $ 236 $ 234
Average interest rate 4.8% 4.8%
Liabilities
Long term Debt:
Fixed rate $ 33 $ 27 $ 29 $ 31 $ 32 $ 1,214 $ 1,366 $ 1,388
Average interest rate 4.7% 5.3% 5.3% 5.4% 5.6% 6.0% 6.0%
Short-term Borrowings $ 187 $ 187 $ 187
Average interest rate 5.6% 5.6%
Equity Price Risk

Included in nuclear decommissioning trusts are marketable equity securities carried at their current fair value of approximately $97 million and
$84 million at December 31, 2006 and 2005, respectively. A hypothetical 10% decrease in prices quoted by stock exchanges would result in a
$10 million reduction in fair value as of December 31, 2006.

Outlook

Beginning in 1999, all of our customers were able to select alternative energy suppliers. We continue to deliver power to homes and businesses
through our existing distribution system, which remains regulated. To support customer choice, rates were restructured into unbundled service
charges and additional non-bypassable charges to recover stranded costs.

Regulatory Matters

In New Jersey, laws applicable to electric industry restructuring contain provisions that are reflected in our state regulatory plan. These
provisions include:

� restructuring the electric generation business and allowing customers to select a competitive electric generation supplier other than us;

� establishing or defining the provider of last resort, or PLR, obligations to customers in our service area;

� providing the opportunity to recover potentially stranded investment (or transition costs) not otherwise recoverable in a competitive
generation market;
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� itemizing (unbundling) the price of electricity into its component elements�including generation, transmission, distribution and
stranded costs recovery charges;

� continuing regulation of our transmission and distribution systems; and

� requiring corporate separation of regulated and unregulated business activities.
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We recognize, as regulatory assets, costs which the FERC and the NJBPU have authorized for recovery from customers in future periods or for
which authorization is probable. Without the probability of such authorization, costs currently recorded as regulatory assets would have been
charged to income as incurred. Our regulatory assets that do not earn a current return totaled approximately $93 million as of September 30,
2007. Regulatory assets not earning a current return will be recovered by 2014. All of our regulatory assets are expected to continue to be
recovered under the provisions of the regulatory proceedings discussed below. Our regulatory assets totaled $1.8 billion as of September 30,
2007 compared to $2.2 billion as of December 31, 2006 and 2005.

We are permitted to defer for future collection from customers the amounts by which our costs of supplying BGS to non-shopping customers
and costs incurred under NUG agreements exceed amounts collected through BGS and NUGC rates and market sales of NUG energy and
capacity. As of September 30, 2007 and December 31, 2006, the accumulated deferred cost balance totaled approximately $330 million and
$369 million, respectively. New Jersey law allows for securitization of our deferred balance upon application and a determination by the NJBPU
that the conditions of the New Jersey restructuring legislation are met. On February 14, 2003, we filed for approval to securitize the July 31,
2003 deferred balance. On June 8, 2006, the NJBPU approved our request to issue securitization bonds associated with BGS stranded cost
deferrals. On August 10, 2006, JCP&L Transition Funding II, our wholly-owned subsidiary, issued $182 million of transition bonds with a
weighted average interest rate of 5.5%.

On December 2, 2005, we filed a request for recovery of $165 million of actual above-market NUG costs incurred from August 1, 2003 through
October 31, 2005 and forecasted above-market NUG costs for November and December 2005. On February 23, 2006, we filed updated data
reflecting actual amounts through December 31, 2005 of $154 million of costs incurred since July 31, 2003. On July 18, 2006, we further
requested an additional $14 million of costs that had been eliminated from the securitized amount. A Stipulation of Settlement was signed by all
parties, approved by the administrative law judge, or ALJ, and adopted by the NJBPU in its Order dated December 6, 2006. The Order approves
an annual $110 million increase in NUGC rates designed to recover deferred costs incurred since August 1, 2003, and a portion of costs incurred
prior to August 1, 2003 that were not securitized. The Order requires that we absorb any net annual operating losses associated with our Forked
River Generating Station. In the settlement, we also agreed not to seek an increase to the NUGC to become effective before January 2010, unless
the deferred balance exceeds $350 million at any time after June 30, 2007.

In response to the higher closing prices of the 2006 BGS fixed rate auction, the NJBPU initiated a generic proceeding on March 16, 2006 to
evaluate the auction process and potential options for the future. On April 6, 2006, initial comments were submitted. A public meeting was held
on April 21, 2006 and a legislative-type hearing was held on April 28, 2006. On June 21, 2006, the NJBPU approved the continued use of a
descending block auction for the fixed price residential class. We filed our 2007 BGS company specific addendum on July 10, 2006. On
October 27, 2006, the NJBPU approved the auction format to procure the 2007 Commercial Industrial Energy Price as well as the specific rules
for both the Fixed Price and Commercial Industrial Energy Price auctions. These rules were essentially unchanged from the prior auctions.

In accordance with an April 28, 2004 NJBPU order, we filed testimony on June 7, 2004 supporting a continuation of the current level and
duration of the funding of TMI-2 decommissioning costs by New Jersey customers without a reduction, termination or capping of the funding.
On September 30, 2004, we filed an updated TMI-2 decommissioning study. This study resulted in an updated total decommissioning cost
estimate of $729 million (in 2003 dollars) compared to the estimated $528 million (in 2003 dollars) from the prior 1995 decommissioning study.
The Division of the Ratepayer Advocate, or DRA, filed comments on February 28, 2005 requesting that decommissioning funding be
suspended. On March 18, 2005, we filed a response to those comments. A schedule for further NJBPU proceedings has not yet been set.

On August 1, 2005, the NJBPU established a proceeding to determine whether additional ratepayer protections are required at the state level in
light of the repeal of the PUHCA pursuant to the EPACT. The NJBPU approved regulations effective October 2, 2006 that would prevent a
holding company that owns a gas or
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electric public utility from investing more than 25% of the combined assets of its utility and utility-related subsidiaries into businesses unrelated
to the utility industry. These regulations are not expected to materially impact us or FirstEnergy. Also, in the same proceeding, the NJBPU Staff
issued an additional draft proposal on March 31, 2006 addressing various issues including access to books and records, ring-fencing, cross
subsidization, corporate governance and related matters. With the approval of the NJBPU Staff, the affected utilities jointly submitted an
alternative proposal on June 1, 2006. Comments on the alternative proposal were submitted on June 15, 2006. On November 3, 2006, the
NJBPU Staff circulated a revised draft proposal to interested stakeholders. Another revised draft was circulated by the NJBPU Staff on February
8, 2007.

New Jersey statutes require that the state periodically undertake a planning process known as the EMP to address energy related issues including
energy security, economic growth and environmental impact. The EMP is to be developed with involvement of the Governor�s Office and the
Governor�s Office of Economic Growth and is to be prepared by a Master Plan Committee, which is chaired by the NJBPU President and
includes representatives of several state departments.

In October 2006, the current EMP process was initiated with the issuance of a proposed set of objectives which, as to electricity, included the
following:

� Reduce the total projected electricity demand by 20% by 2020;

� Meet 22.5% of New Jersey�s electricity needs with renewable energy resources by that date;

� Reduce air pollution related to energy use;

� Encourage and maintain economic growth and development;

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

� Maintain unit prices for electricity to no more than +5% of the regional average price (region includes New York, New Jersey,
Pennsylvania, Delaware, Maryland and the District of Columbia); and

� Eliminate transmission congestion by 2020.
Comments on the objectives and participation in the development of the EMP have been solicited and a number of working groups have been
formed to obtain input from a broad range of interested stakeholders including utilities, environmental groups, customer groups and major
customers. EMP working groups addressing (1) energy efficiency and demand response, (2) renewables, (3) reliability and (4) pricing issues
have completed their assigned tasks of data gathering and analysis and have provided reports to the EMP committee. Public stakeholder
meetings were held in the fall of 2006 and in early 2007, and further public meetings are expected later in 2007. A final draft of the EMP is
expected to be presented to the Governor in late 2007. At this time, we cannot predict the outcome of this process nor determine the impact, if
any, such legislation may have on our operations.

On January 17, 2007, we filed a petition with the NJBPU seeking approval of the sale of the Forked River Generating Station to Forked River
Power LLC, or FRP, which is indirectly owned by Maxim Power (USA), Inc., based upon terms and conditions set forth in the Purchase and
Sale Agreement and other related agreements, including a Tolling Agreement with FirstEnergy Solutions Corp., or FES, and a PJM Agreement.
FRP will assume all on-site environmental liabilities arising on and after the closing of the sale and we will retain pre-closing environmental
liabilities. By order dated September 17, 2007, the NJBPU approved the sale. The New Jersey Department of the Public Advocate has appealed
the order to the Appellate Division of the Superior Court of New Jersey.
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On February 13, 2007, the NJBPU Staff informally issued a draft proposal relating to changes to the regulations addressing electric distribution
service reliability and quality standards. Meetings between the NJBPU Staff and interested stakeholders to discuss the proposal were held and
additional, revised informal proposals were subsequently circulated by the NJBPU Staff. On September 4, 2007, proposed regulations were
published in the New Jersey Register, which proposal will be subsequently considered by the NJBPU following comments, which were due
September 26, 2007. At this time, we cannot predict the outcome of this process nor determine the impact, if any, such regulations may have on
our operations.
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On February 16, 2007, the FERC issued a final rule that revises its decade-old open access transmission regulations and policies. The FERC
explained that the final rule is intended to strengthen non-discriminatory access to the transmission grid, facilitate FERC enforcement, and
provide for a more open and coordinated transmission planning process. The final rule became effective on May 14, 2007. MISO, PJM and
ATSI submitted tariff filings to the FERC on October 11, 2007. As a market participant in PJM, we will conform our business to PJM�s revised
tariff.

See Note 7 to the audited consolidated financial statements for further details and a complete discussion of regulatory matters.

Environmental Matters

We accrue environmental liabilities only when we can conclude that it is probable that we have an obligation for such costs and can reasonably
determine the amount of such costs. Unasserted claims are reflected in our determination of environmental liabilities and are accrued in the
period that they become both probable and reasonably estimable.

We have been named as a potentially responsible party, or PRP, at waste disposal sites, which may require cleanup under the Comprehensive
Environmental Responsive, Comprehension, 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 PRPs for a particular site are held liable on
a joint and several basis. Therefore, environmental liabilities that are considered probable have been recognized on the consolidated balance
sheets as of September 30, 2007 and December 31, 2006, based on estimates of the total costs of cleanup, our proportionate responsibility for
such costs and the financial ability of other unaffiliated entities to pay. In addition, we have accrued liabilities for environmental remediation of
former manufactured gas plants in New Jersey. Those costs are being recovered by us through a non-bypassable societal benefits charge, or
SBC. Total liabilities of approximately $60 million have been accrued through September 30, 2007.

See Note 11(B) to the audited consolidated financial statements for further details and a complete discussion of environmental matters.

Legal Matters

There are various lawsuits, claims (including claims for asbestos exposure) and proceedings related to our normal business operations pending
against us. The other material items not otherwise discussed above are described under �Business�Legal Proceedings� below and in Note 11 to the
audited consolidated financial statements.

Critical Accounting Policies

We prepare our consolidated financial statements in accordance with accounting principles generally accepted in the United States, or GAAP.
Application of these principles often requires a high degree of judgment, estimates and assumptions that affect financial results. All of our assets
are subject to their own specific risks and uncertainties and are regularly reviewed for impairment. Our more significant accounting policies are
described below.

Regulatory Accounting

We are subject to regulation that sets the prices (rates) we are permitted to charge our customers based on costs that the regulatory agencies
determine we are permitted to recover. At times, regulators permit the future recovery through rates of costs that would be currently charged to
expense by an unregulated company. This ratemaking process results in the recording of regulatory assets based on anticipated future cash
inflows. We regularly review these assets to assess their ultimate recoverability within the approved regulatory guidelines. Impairment risk
associated with these assets relates to potentially adverse legislative, judicial or regulatory actions in the future.
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Revenue Recognition

We follow the accrual method of accounting for revenues, recognizing revenue for electricity that has been delivered to customers but not yet
billed through the end of the accounting period. The determination of electricity sales to individual customers is based on meter readings, which
occur on a systematic basis throughout the month. At the end of each month, electricity delivered to customers since the last meter reading is
estimated and a corresponding accrual for unbilled sales is recognized. The determination of unbilled sales requires management to make
estimates regarding electricity available for retail load, transmission and distribution line losses, demand by customer class, weather-related
impacts, prices in effect for each customer class and electricity provided by alternative suppliers.

Pension and Other Post-Retirement Benefits Accounting

Our reported costs of providing non-contributory qualified and non-qualified defined pension benefits and post-employment benefits other than
pensions are dependent upon numerous factors resulting from actual plan experience and certain assumptions.

Pension and other post-employment benefits, or OPEB, costs are affected by employee demographics (including age, compensation levels and
employment periods), the level of contributions we make to the plans, and earnings on plan assets. Such factors may be further affected by
business combinations, which impact employee demographics, plan experience and other factors. Pension and OPEB costs are also affected by
changes to key assumptions, including anticipated rates of return on plan assets, the discount rates and health care trend rates used in
determining the projected benefit obligations for pension and OPEB costs.

In accordance with SFAS No. 87, �Employers� Accounting for Pensions,� or SFAS 87, changes in pension and OPEB obligations associated with
these factors may not be immediately recognized as costs on the income statement, but generally are recognized in future years over the
remaining average service period of plan participants. SFAS 87 and SFAS No. 106, �Employers� Accounting for Postretirement Benefits Other
Than Pensions,� or SFAS 106, delay recognition of changes due to the long-term nature of pension and OPEB obligations and the varying market
conditions likely to occur over long periods of time. As such, significant portions of pension and OPEB costs recorded in any period may not
reflect the actual level of cash benefits provided to plan participants and are significantly influenced by assumptions about future market
conditions and plan participants� experience.

As of December 31, 2006, FirstEnergy adopted SFAS No. 158, �Employers� Accounting for Defined Benefit Pension and Other Postretirement
Plans-an amendment of FASB Statements No. 87, 88, 106, and 132(R),� or SFAS 158, which requires a net liability or asset to be recognized for
the overfunded or underfunded status of our defined benefit pension and other post-retirement benefit plans on the balance sheet and recognize
changes in funded status in the year in which the changes occur through other comprehensive income. FirstEnergy continues to apply the
provisions of SFAS 87 and SFAS 106 in measuring plan assets and benefit obligations as of the balance sheet date and in determining the
amount of net periodic benefit cost. FirstEnergy�s underfunded status as of December 31, 2006 was $637 million.

In selecting an assumed discount rate, we consider currently available rates of return on high-quality fixed income investments expected to be
available during the period to maturity of the pension and other post-retirement benefit obligations. The assumed discount rate as of
December 31, 2006 is 6.0% from 5.75% and 6.0% used as of December 31, 2005 and 2004, respectively.

FirstEnergy�s assumed rate of return on pension plan assets considers historical market returns and economic forecasts for the types of
investments held by our pension trusts. In 2006, 2005 and 2004, the FirstEnergy plan assets actually earned $567 million or 12.5%, $325 million
or 8.2% and $415 million or 11.1%, respectively. FirstEnergy�s pension costs in 2006, 2005 and 2004 were computed using an assumed 9.0%
rate of return on plan assets which generated $396 million, $345 million and $286 million of expected return on plan assets, respectively. The
2006 expected return was based upon projections of future returns and FirstEnergy�s

27

Edgar Filing: JERSEY CENTRAL POWER & LIGHT CO - Form S-4/A

Table of Contents 47



Table of Contents

pension trust investment allocation of approximately 64% equities, 29% bonds, 5% real estate, 1% private equities and 1% cash. The gains or
losses generated as a result of the difference between expected and actual return on plan assets are deferred and amortized and will increase or
decrease future net periodic pension expense, respectively.

FirstEnergy�s pension and OPEB expense was $94 million in 2006 and $131 million in 2005. On January 2, 2007 FirstEnergy made a $300
million voluntary contribution to its pension plan (our share was $18 million). In addition during 2006, FirstEnergy amended its OPEB plan
effective in 2008 to cap its monthly contribution for many of the retirees and their spouses receiving subsidized health care coverage. As a result
of the $300 million voluntary contribution and the amendment to the OPEB plan effective in 2008, we expect the pension and OPEB costs for
2007 to be a credit of $94 million for FirstEnergy.

Health care cost trends have significantly increased and will affect future OPEB costs. The 2006 and 2005 composite health care trend rate
assumptions are approximately 9-11%, gradually decreasing to 5% in later years. In determining our trend rate assumptions, we included the
specific provisions of our health care plans, the demographics and utilization rates of plan participants, actual cost increases experienced in our
health care plans, and projections of future medical trend rates. The effect on our portion of pension and OPEB costs from changes in key
assumptions are as follows:

Increase in Costs from Adverse Changes in Key Assumptions

Assumption Adverse Change Pension OPEB Total
(In millions)

Discount rate Decrease by 0.25% $ 1.7 $ 0.3 $ 2.0
Long-term return on assets Decrease by 0.25% $ 1.8 $ 0.4 $ 2.2
Health care trend rate Increase by 1% NA $ 0.7 $ 0.7

Long-Lived Assets

In accordance with SFAS No. 144, �Accounting for the Impairment or Disposal of Long-Lived Assets,� or SFAS 144, we periodically evaluate our
long-lived assets to determine whether conditions exist that would indicate that the carrying value of an asset might not be fully recoverable. The
accounting standard requires that if the sum of future cash flows (undiscounted) expected to result from an asset is less than the carrying value of
the asset, an asset impairment must be recognized in the financial statements. If impairment has occurred, we recognize a loss, which is
calculated as the difference between the carrying value and the estimated fair value of the asset (discounted future net cash flows).

The calculation of future cash flows is based on assumptions, estimates and judgment about future events. The aggregate amount of cash flows
determines whether an impairment is indicated. The timing of the cash flows is critical in determining the amount of the impairment.

Asset Retirement Obligations

In accordance with SFAS No. 143, �Accounting for Asset Retirement Obligations,� or SFAS 143, and FIN 47, �Accounting for Conditional Asset
Retirement Obligations�an interpretation of FASB Statement No. 143,� or FIN 47, we recognize an asset retirement obligation, or ARO, for the
future decommissioning of our nuclear power plants and future remediation of other environmental liabilities associated with all our long-lived
assets. The ARO liability represents an estimate of the fair value of our current obligation related to nuclear decommissioning and the retirement
or remediation of environmental liabilities of other assets. A fair value measurement inherently involves uncertainty in the amount and timing of
settlement of the liability. We used an expected cash flow approach to measure the fair value of the nuclear decommissioning and environmental
remediation ARO. This approach applies probability weighting to discounted future cash flow scenarios that reflect a range of possible
outcomes. The scenarios consider settlement of the ARO at the expiration of the nuclear power plants� current license; settlement based on an
extended license term and expected remediation dates.
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Goodwill

In a business combination, the excess of the purchase price over the estimated fair values of the assets acquired and liabilities assumed is
recognized as goodwill. Based on the guidance provided by SFAS No. 142, �Goodwill and Other Intangible Assets,� or SFAS 142, we evaluate
our goodwill for impairment at least annually and would make such an evaluation more frequently if indicators of impairment should arise. In
accordance with the accounting standard, if the fair value of a reporting unit is less than its carrying value (including goodwill), the goodwill is
tested for impairment. If an impairment were indicated, we recognize a loss, which is calculated as the difference between the implied fair value
of our goodwill and the carrying value of the goodwill. Our annual review was completed in the third quarter of 2006, with no impairment of
goodwill indicated. The forecasts used in our evaluation of goodwill reflect operations consistent with our general business assumptions.
Unanticipated changes in those assumptions could have a significant effect on our future evaluations of goodwill. In 2006 and 2005, we adjusted
goodwill to reverse pre-merger tax accruals due to the final resolution of tax contingencies related to the GPU acquisition. As of December 31,
2006, we had approximately $2.0 billion of goodwill.

New Accounting Standards and Interpretations Adopted

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

In February 2007, the Financial Accounting Standards Board, or FASB, issued SFAS 159, which provides companies with an option to report
selected financial assets and liabilities at fair value. SFAS 159 requires companies to provide additional information that will help investors and
other users of financial statements to more easily understand the effect of the company�s choice to use fair value on its earnings. SFAS 159 also
requires companies to display the fair value of those assets and liabilities for which the company has chosen to use fair value on the face of the
balance sheet. This guidance does not eliminate disclosure requirements included in other accounting standards, including requirements for
disclosures about fair value measurements included in SFAS 157 and SFAS 107. SFAS 159 is effective for financial statements issued for fiscal
years beginning after November 15, 2007, and interim periods within those years. We are currently evaluating the impact of SFAS 159 on our
financial statements.

SFAS 157��Fair Value Measurements�

In September 2006, the FASB issued SFAS 157, which establishes how companies should measure fair value when they are required to use a
fair value measure for recognition or disclosure purposes under GAAP. SFAS 157 addresses the need for increased consistency and
comparability in fair value measurements and for expanded disclosures about fair value measurements. The key changes to current practice are:
(1) the definition of fair value, which focuses on an exit price rather than entry price; (2) the methods used to measure fair value such as
emphasis that fair value is a market-based measurement, not an entity-specific measurement, as well as the inclusion of an adjustment for risk,
restrictions and credit standing; and (3) the expanded disclosures about fair value measurements. SFAS 157 is effective for financial statements
issued for fiscal years beginning after November 15, 2007 and interim periods within those years. We are currently evaluating the impact of
SFAS 157 on our financial statements.

FSP FIN 46(R)-6��Determining the Variability to Be Considered in Applying FASB interpretation No. 46(R)�

In April 2006, the FASB issued FSP FIN 46(R)-6, which addresses how a reporting enterprise should determine the variability to be considered
in applying FASB interpretation No. 46 (revised December 2003). We adopted FIN 46(R) in the first quarter of 2004, consolidating variable
interest entities, or VIEs, when we are determined to be the VIE�s primary beneficiary. The variability that is considered in applying
interpretation 46(R) affects the determination of (a) whether the entity is a VIE; (b) which interests are variable interests in the
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entity; and (c) which party, if any, is the primary beneficiary of the VIE. This FASB Staff Position, or FSP, states that the variability to be
considered shall be based on an analysis of the design of the entity, involving two steps:

Step 1: Analyze the nature of the risks in the entity

Step 2: Determine the purpose(s) for which the entity was created and determine the variability the entity is designed to
create and pass along to its interest holders.

After determining the variability to consider, the reporting enterprise can determine which interests are designed to absorb that variability. The
guidance in this FSP is applied prospectively to all entities (including newly created entities) with which that enterprise first becomes involved
and to all entities previously required to be analyzed under interpretation 46(R) when a reconsideration event has occurred after July 1, 2006. We
do not expect this Statement to have a material impact on our financial statements.

FIN 48��Accounting for Uncertainty in Income Taxes�an interpretation of FASB Statement No. 109�

In June 2006, the FASB issued FIN 48, which clarifies the accounting for uncertainty in income taxes recognized in an enterprise�s financial
statements in accordance with FASB Statement No. 109, �Accounting for Income Taxes.� This interpretation prescribes a recognition threshold
and measurement attribute for the financial statement recognition and measurement of a tax position taken or expected to be taken on a tax
return. This interpretation also provides guidance on derecognition, classification, interest, penalties, accounting in interim periods, disclosure
and transition. The evaluation of a tax position in accordance with this interpretation will be a two-step process. The first step will determine if it
is more likely than not that a tax position will be sustained upon examination and should therefore be recognized. The second step will measure
a tax position that meets the more likely than not recognition threshold to determine the amount of benefit to recognize in the financial
statements. This interpretation was effective for fiscal years beginning after December 15, 2006. The adoption of FIN 48 did not have a material
impact on our financial statements.

EITF 06-11��Accounting for Income Tax Benefits of Dividends or Share-based Payment Awards�

In June 2007, the FASB released EITF 06-11, which provides guidance on the appropriate accounting for income tax benefits related to
dividends earned on nonvested share units that are charged to retained earnings under SFAS No. 123R, �Share-Based Payment,� or SFAS 123R.
The consensus requires that an entity recognize the realized tax benefit associated with the dividends on nonvested shares as an increase to
additional paid-in capital, or APIC. This amount should be included in the APIC pool, which is to be used when an entity�s estimate of forfeitures
increases or actual forfeitures exceed its estimates, at which time the tax benefits in the APIC pool would be reclassified to the income
statement. The consensus is effective for income tax benefits of dividends declared during fiscal years beginning after December 15, 2007. EITF
06-11 is not expected to have a material impact on our financial statements.

FSP FIN 39-1��Amendment of FASB Interpretation No. 39�

In April 2007, the FASB issued FSP FIN 39-1, which permits an entity to offset fair value amounts recognized for the right to reclaim cash
collateral (a receivable) or the obligation to return cash collateral (a payable) against fair value amounts recognized for derivative instruments
that have been offset under the same master netting arrangement as the derivative instruments. This FSP is effective for fiscal years beginning
after November 15, 2007, with early application permitted. The effects of applying the guidance in this FSP should be recognized as a
retrospective change in accounting principle for all financial statements presented. We are currently evaluating the impact of this FSP on our
financial statements, but it is not expected to have a material impact.
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BUSINESS

General

We are one of eight wholly-owned electric operating subsidiaries of FirstEnergy. We were organized as a corporation under the laws of the State
of New Jersey in 1925 and own property and do business as an electric public utility in that state. We engage in the transmission, distribution
and sale of electric energy in an area of approximately 3,200 square miles of northern, western and east central New Jersey. We also engage in
the sale, purchase and interchange of electric energy with other electric companies. The area we serve has a population of approximately 2.6
million. The combined service areas of FirstEnergy operating utility subsidiaries, including us, encompass approximately 36,100 square miles in
Ohio, New Jersey and Pennsylvania. The areas served have a combined population of approximately 11.3 million.

Our principal executive offices are located at 76 South Main Street, Akron, Ohio 44308. Our telephone number is (800) 736-3402.

Regulation

We are subject to comprehensive regulation by various federal, state and local regulatory agencies that significantly influences our operating
environment. We are required to have numerous permits, approvals and certificates from the agencies that regulate our business.

Our retail rates, conditions of service, issuance of securities and other matters are subject to regulation by the NJBPU. With respect to our
wholesale and interstate electric operations and rates, including regulation of our accounting policies and practices, we are subject to regulation
by the FERC.

FERC and EPACT

The FERC regulates the structure and conduct of the utility industry, including regulation of accounting policies and practices. The FERC�s
policies affect how we operate and our costs of doing business. The EPACT, which was signed into law on August 8, 2005 by President Bush,
greatly expanded the FERC�s jurisdiction over the activities of public utilities, including, but not limited to, the approval of mandatory reliability
standards and the prohibition of manipulative or deceptive devices or contrivances in the purchase or sale of wholesale electric energy.

Certain of the reliability standards under consideration by the FERC will apply to registered entities engaged in the generation and sale of power.
The FERC proposes changes from time to time in the structure and conduct of the utility industry. The FERC�s ongoing efforts to promote RTOs
affects how we operate and our costs of doing business. The FERC�s restructuring and deregulation-related efforts and proceedings may result in
unrecoverable costs. We cannot predict the extent and timing of the FERC�s policies to restructure, deregulate or re-regulate us or our industry.

Regulatory Accounting

We account for the effects of regulation through the application of SFAS No. 71, �Accounting for the Effects of Certain Types of Regulation,� or
SFAS 71, since our rates:

� are established by a third-party regulator with 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 our regulator make it
probable that those costs will be recovered in future revenue. SFAS 71 is
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applied only to the parts of our business that meet the above criteria. If a portion of our business applying SFAS 71 no longer meets those
requirements, previously recorded net regulatory assets are removed from the balance sheet in accordance with the guidance in SFAS No. 101,
�Accounting for Discontinuation of Application of SFAS 71,� or SFAS 101.

In New Jersey, laws applicable to electric industry restructuring contain provisions that are reflected in our transition and regulatory plan and
provide for:

� restructuring the electric generation business and allowing our customers to select a competitive electric generation supplier other than
us;

� establishing or defining the PLR obligations to customers in our service area;

� providing us with the opportunity to recover potentially stranded investment (or transition costs) not otherwise recoverable in a
competitive generation market;

� itemizing (unbundling) the price of electricity into our component elements, including generation, transmission, distribution and
stranded costs recovery charges;

� continuing regulation of our transmission and distribution systems; and

� requiring corporate separation of regulated and unregulated business activities.
We recognize, as regulatory assets, costs which the FERC and the NJBPU have authorized for recovery from customers in future periods or for
which authorization is probable. Without the probability of such authorization, costs currently recorded as regulatory assets would have been
charged to income as incurred. Regulatory assets that do not earn a current return totaled approximately $93 million as of September 30, 2007.
We will recover regulatory assets not earning a current return from customers by 2014 under our transition and regulatory plan. Based on this
plan, we continue to bill and collect cost-based rates for our transmission and distribution services, which remain regulated. Accordingly, it is
appropriate that we continue to apply SFAS 71 to those operations. The following table discloses our regulatory assets:

Regulatory Assets
September 30,

2007
December 31,

2006
Increase

(Decrease)
(In millions)

JCP&L $ 1,758 $ 2,152 $ (394)
State Energy Regulation

As a competitive retail electric supplier serving retail customers in New Jersey, we are subject to state laws applicable to competitive electric
suppliers. Our retail rates, conditions of service, issuance of securities and other matters are also subject to state regulation. In addition, if we or
any of our subsidiaries were to engage in the construction of significant new generation facilities, they would also be subject to state siting
authority.

NJBPU Rate Matters

The NJBPU is the New Jersey agency that regulates our rates, conditions of service, issuance of securities and other matters. We are permitted to
defer for future collection from customers the amounts by which our costs of supplying BGS to non-shopping customers and costs incurred
under NUG agreements exceed amounts collected through BGS and NUGC rates and market sales of NUG energy and capacity. As of
September 30, 2007, the accumulated deferred cost balance totaled approximately $330 million.
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New Jersey law allows us to securitize our deferred balance if the NJBPU determines that the conditions of the New Jersey restructuring
legislation are met. On February 14, 2003, we applied for approval to securitize the July 31, 2003 deferred balance. On June 8, 2006, the NJBPU
approved our request to issue securitization bonds associated with BGS stranded cost deferrals. On August 10, 2006, JCP&L Transition Funding
II, one of our wholly-owned subsidiaries, issued $182 million of transition bon
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