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DOE Eannings
PER SHARE

Diallars Per Shave!

89 90 91 92 9

Earnings per share have
increased seven straight
years

B9 9 91 92 93

Dividend growth has been
in the top guartile of the
industry
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the industry 1s « XPerencing,

We are tocused on constantly improving pertormance o

tower the cost of production, and our least cost planning and inovative pricing policies
. 11
retiect our cammitment to deh CE A COMPEHVe product 1o Our Customars In tact
\ i
through ot ontinucd etort e posittoned to reduce average retatl rates by
ipproximatety 8 percent, as of April 1994
Also, th marginai Cost tor us to produce aw:m-.n' hour ot electricity mumnpx!u{a\..
![ ) ot L TR18 rabled \ H reotl vy 1Y n n W O1 LHertt )
I his low cost of production cnabled us to scll more than 1% percent ol our output tw
| | {¢ »
other electric urilities in the bulk power market in 1993
Our fundamental strategy is 1o be recoenized tor excel
“ 3 .
OUR FUNDAMENTAL STRATEGY IS TO BE RECOGNIZED lence in our operations and to provide a high level of
customer satnstaction. Independent surveys and our own

LEVEL OF CUSTOMER SATISFACTION.”

FOR EXCELLENCE IN OUR OPERATIONS AND TO PROVIDE A HIGH

| ¢ ] hi
internal measurements mdicate I}I.H CLUSTOIMCTS arc nigenn

satistied with the way we treat them and che \l.mlxl\ of

U akiid :
service. Our system reliabiliny is among the top 25 percent
in the nation. Duquesne Light customers experic fewer minutes of power interrup
tions each vear than the customers ot any other utili 1 Pennsyivania, QOur customiers
i ctting good vilug
02 i )
[his commitment to customers was put to the test i 1993 when the " Blizzard of the
| {
Century” blanketed the castern United Stares. A state-of-the-art automated distribution
I } 1 | I A1
em pinpointed weather related damage o electrical equipment and allowed our
| i 1
PCTALOTS G VITCR Service crcu by computer so that customers attected by the
i rd were restored to I'VICK QUICK order
b smental leader hip remains a st 1'7‘,.;'t‘-\'\[ufi-1:ln\xrill'('H(‘;'_'\.‘IH\I
1 1 y
re proud of maintaining the high indards in t wrea of public interest
Al of our wholly owned tossil luel unit wrenty emit sultur dioxide (50))) at a
OWL e than federal standards for the it 2000, In 1993, we w'X‘w‘,“uf‘,.{ installation
o i nitrogen oxide (NOL ) burners at our Cheswick station. We will need to invest
only $35 million more to meet Phase | and Phase 1 SO and NOL Clean Air Act of
1990 requirements. Environmental | vx.‘.«'-.‘“:;‘ [CPTESCnes good value tor sharcholders.
Utility companies that have not invested in the environmental quality ot their operations
: ‘ ‘ i
over th ars will see production costs increase as they catch up with our nation’s new
i |
nvironmental standards
1 | § | | 1
For reasons thar are both natural and man-made. the electric utihiny business will con
M | 1 1
unue to be challenging, OMun ;\\'-;"\, W Up 1o mecting thesg challenges. We ark gratctul
1\ i 1 1 }
tor thetr I .h!\'\llll‘ ux{ contributions. and to you. our shareholders, tor vour contimued
onbdence in DOQI

On behalf of the ')\\’.Hli of [irectors,
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Wesley W, von Schack
Chairman ot the Board
ind Chiet |
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Objective

Be a reliable. low-cost
producer of electric energy
and be recognized for
excellence in our operat-

ing performance

O

process not only reduces dis
posal costs, but also elimi
nares any potential future
liability tor untreated infec
[HOLIS WASIC.

Application of another
innovative i‘!\‘\llnh'\‘ll)n’u\\:‘\
will help a local university
reduce Its dr \nmlillnnm}_{
COSES as \\('“ as |wi;‘ |k'\ \| Ih(’
overall customer peak
demand on our system dur
ing periods of high wmpera
ture and humidity, Thermal
STOTage (e h!ln]n:;-. will be
showcased at ( ArMegie Mel
lon University's new rescarch
taciliey, currently under con
struction at a Picesburgh
irea advanced technology
business park located on the
site of a former steel mull
log HL:LIH:,{ to \n}\yl\ At
conditioning will occur dus
ing oft-peak hours. The ice
then will be stored tor use as
needed, This will enable us
to achieve more ethcient use
OfF our generatng capacity
[ts another example of the
“win-win solutions we are
developing with our

customers

RECYCLABLE REPORT

PERFORMANCE IMPROVEMENT

Previous annual reports
have detailed our strong
focus on cost control and
performance improvement,
I'hanks to the initative and
commitment of our people,
we continue to find ways to
take costs out of our cor
business without \.uli!'iun};
customer satistaction, qual
iy pertormance, satety, ot
our environmental commit
ment. By taking a fresh look
at all tacets of the wav we do
business, we are discovering
additional measures to
improve efficiency. including
I &’”:,:”h(‘l”l;: \\I!IL
processes, taking advantage
of new tc\hnu]n\uu-\ AH(!
climinating less important
ACTIVILIES,

Clearly defined perfor
mance and budget goals arc
at the heart of efforts to
HMprove operatnons pertor
mance. We've also benetitted

trom changes relating to crew

The annual report you are reading now is an example of both our
environmental and our cost-reduction commitments. Printed on recycled
paper, it also is completely recyclable and was produced at a cost
approximately 30 percent iess than last year's report, and approximately

40 percent less than the 1991 report.

size, scheduling and increased
work force flexibility. New
analytical technology is help-
ing reduce unlity pole
replacement costs. " Just-in
time” tree-trimming around
power lines is improving
productivity and system reli-
ability. A new, state-of-the-
art customer information
and billing system increase
our ability to store a wide
I.HI:.'_\‘ ”, i”'(\””-lll(”l (h.ll
helps us provide a quick,
comprehensive response
when customers call

Benchmarking is a valu-
able source of information
(O IMPLOVE Operations per-
tormance, implement
process improvements, and
reduce costs. We benchmark
against the best companies
in the industry and leaders
outside the industry. In
addition to measuring per-
tormance, benchmarking
provides opportunities to
adapt to our operations best
practices observed at other
companics

We want to be recognized
as a low-cost producer of
clectric energy and known
tor excellence in operating
performance, Clean, abun-
dant, reasonably priced elec-
tricity will be a key compet
itive advantage as the market
responds to NEPA, DQU
already 15 a major supplier of
reliable energy to markets
outside southwestern Penn-
svivania, Sales to other utili-
ties totaled 2.8 billion

kilowatt-hours in 1993,






l';‘nt’),rﬂ'h ve

Recognize the value of
the individual, encourage
increased responsibility
and accountability, and
provide equal opportunity
tor personal growth and

development




Objective

Be a community leader in
improving the quality of
life in our service territory
by being recognized

as a premier economic
development organiza-
tion and by enhancing
the overall value of the
human and natural
resources of the region,

wooden pallets. We also
increased the use of environ
mentally compatible paints,
non-hazardous solvents and
parts cleaners, and are work
ing with vendors to accept
return of boxes, pallets and
other packaging/shipping
materials.

Our Brunot Island
Wildhife Habitat enhance
MENE Project CONTINUES (o
demonstrate the ability of
our power fag ilities to coex
ist with nature. Our particy
pation in a “rails-co-trails”
project along a transmission
line right-ot-way provides
another example of this facet
ol our environmental com
it oo, We recently ener
gized a new 7.3 mile power
hne near the new Presburgh
International Airport, The
line runs along an old rail
road right-of-way that was
deve lupul das a segment of a
hiking and biking trail. We
\\nrkui 8 |nw|‘. \\l(}l I}K
Montour Trail Council to
ensure our line blended in
with the picturesque setting,
I'he nghe-of-way was con-
structed using selective tree
trimming and state-of-the
art eroston and sedimenta-
tion control. The 110 pul('s
thar carry the line along the
right-of-way are made of a
stee! that will oxidize to an
carthy brown over time
['brough this coopetarive

eftort, local ressdents can

enjoy a new recreational
factlity and better electric
service at the same time

We expect the commu:
nity partnership aspect of
ou wironmental charter o
¢ . additional momentum
with the inaugural Three
Rivers Environmental
Awards in 1994, The }{(n.ii of
the awards. u»\punmu'\i byy
Duquesne Light and the
Pennsvivania Environmental
Council, is to honor organi-
cations and individuals that
have demonstrated a com
mitment to environmental
UXC ('“\ noe, ik',i\ln'l\lnp dlKI
accomplishment in business
education, community, gov-
ernment, communication,

or design and development

We hope 1o encourage the
community to emulate the
achievements of the suc-
cesstul nominees, thereby
promoting innovative envi
ronmental ettorts and tur-
ther enhancing the quality
of life.

Another community out
reach initiative planned for
1994 will help small and
mid-sized businesses learn
more about environmental
regulations related to their
businesses. With the South
western Pennsylvania Indus
trial Resource Center, we are
cosponsoring the first of a
series of seminars this spring
that will link these important
customers with regulatory
and legal experts who can
help them develop cost-effec
tive strategies to meet their

environmental obligations,

CHESTER ENVIRONMENTAL ACQUISITION

in 1993, our Duquesne Enterprises subsidiary acquired a controiling
interest in Chester Environmental, Inc., an engineering and consulting
company that specializes in environmental matters.

We made this investment because Chester's experience and exper-
bise relate closely to our core business. We believe the strong demand
for environmental services will continue o grow in response o new
regulations. Investment in Chester provides an opportunity to extend our

Chester provides water quality, residual solid waste and air quality
consulting and analytical laboratory services tc industrial and government
chents around the world. Two major contracts were signed in 1993 with

steel companies in Taiwan and India.



Grossary of Terms

Following are explanations of certain financial and operating terms used in our report and wunique tn our

core /)u\mru.

Allowance for Funds Used During Construction (AFC)

AFC 1s an amount recorded on the books of
a utility during the period of construction of
plant. The amount represents the estimated
cost of both debt and equity used ro finance
the construction.

Cenlral Area Poum Coormnahon Grovp (CAPL‘D)

I'hese companies (Duquesne Light Company,
Ohio Edison Company, Pennsylvania Power
Company, The Cleveland Eleceric Hluminat-
ing Company and The Toledo Edison Com-
pany) joined together as CAPCO in 1967 to
jointly develop power generation and trans-
mission facilities.

Consteuction Wnrﬁ In Pmanss (CWIP)

I'his amount represents utility lem in the
process of construction but not yer placed in
service. The amount is shown on the consoli-
dated balance sheet as a component of prop-
erty, plant and equipment.

Deterred € nergy Cosis

In conjunction with the Fnu;,\ Cost Rate
Adjustment Clause, Duquesne Light Com-
pany records deferred energy costs to offset
differences between actual energy costs and
the level of energy costs currently recovered
trom customers.

fnuyy L’ou nsu .(d/u:tmcn! L‘Iun IECR)

Duquesne Light Company recovers lhrnugh
the ECR, to the extent that such amounts are
not included in base rates, the cost of nuclear
tuel, fossil fuel and purchased power costs
and passes to its customers the profits from
short-term power sales 1o other utilities.

Federal Eneigy Regulatory Commissien (FERC)

FERC is an independent five-member com-
mussion within the US. Department of
Energy. Among its many responsibilities,
FERC sets rates and charges for the wholesale
transportation and sale of narural gas and
electricity, and the licensing of hydroelectric
POWET projects.

x:lowm (KW}

A kilowatt s a unit of powcr or upultv A
kilowatt hour (KWH) 1s a unit of energy or
kilowarts times the length of time the kilo-
watts are used. For example, a 100-watt bulb
has a demand of .1 KW and, if burned con-
tinuously, will consume 1 KWH in ten
hours. One thousand KW is a megawatt
(MW). One thousand KWHs is a megawart
hour (MWH).

Nuclur Dnnmmmmnmg Cam

Decommissioning costs are cxpmscs 0 be
incurred in connection with the entomb-
ment, decontamination, dismantlement,
removal and disposal of the structures, sys-
tems and components of a nuclear power
plant that has permanently ceased the pro-
duction of electric energy.

Pau load

Peak load is the amount of c‘lcxmun
required during periods of highest demand.

Peak periods fluctuate by season and generally

occur in the morning hours in winter and in
late atternoon during the summer.

anuylnmr Pubuc unmy L‘ommmian (PUC)

The P 'nnsylvanm gnvernmenml body that
regulates all utilities (elecrric, gas, telephone,
water, etc.) is made up of five members (one
a chairman) appointed by the governor.

Ruumm A:ul

Caosts that l)uquuuc L lt.'hl (,omp.mv would
otherwise have charged to expense are capi-
talized or deferred because these costs are
currendy being recovered or because it 1s
probable that the PUC will allow recovery of
these costs through rates.




MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Corponare DQE (the Company) is an energy services holding company. lts prinaipal subsidiary, Duquesne

STRUCTURE Light Company (Duquesne), is an eleceric uulity engaged in the production, transmission, dis
tribution and sale of electric energy. Durning 1993, Duquesne’s operations accounted for most
of DQE's total assets, revenues and income

While electric utility activities will continue to comprise most of DQE's business, the Company
has taken important steps to develop its other subsidianies: Duquesne Enterprises (DE) and
Montauk. DE is involved in initiatives related to the core business; these include providing all
the energy services for the Pitishurgh International Airport, providing environmental consult-
ing and engineering services, and investing in real estate. Montauk makes both short- and long-
term investments for the Company, and provides a source of capital tor these other subsidiaries.

ResuLts of Operating Revenues
OreraTioNs

Customer operating revenues result from Duquesne’s sales of electricity to ultimate customers and
are based on rates authorized by the Pennsylvania Public Utility Commission (PUC). These
rates are designed to recover Duquesne’s operating expenses and investment in utility assets and
to provide a return on the investment. Current and deferred customer revenues resulted from a
$232 million rate increase granted in early 1988, The PUC required Duquesne to phase in this
increase during a six-year period. The phase-in plan provided that, with no impact on toral
reported customer revenues, rates would increase by approximarely $85 million in April of each
year from 1988 through 1991, remain constant in 1992 and 1993, and decrease by approxi-
mately $85 million in April 1994, The phase-in plan also provided for recovery of deferred rev-
enues and carrying costs on such deferred revenues. The rate increase has been recognized in
operating revenues since March 1988, A regulatory asset has been established for that portion of
revenues yet to be collected from customers, and carrying charges on this deferred asset have
been recognized as a component of ather income in the Statement of Consolidated Income of

Duautsne CUSTOMER DQE. Duquesne expects the remaining halance of this deferred asset to be recovered by April
SaLes 1994, the end of the phase-in period
19493 V§ 1992 :

Villions of KWH Short-term sales to other utilities are made at marker rates and are included, along with
Duquesne’s non-KWH revenues and revenues of DQE's other subsidiaries, in other operating
revenues in the Statement of Consolidated Income of DQE.

. .
3 Components af the Change in Operating Revenues tram the Prior Year
'l . past o
3
100 ¥ 1993 1992 1991
o
?; (Amounts in Millions of Dollars)
b i
50 .4 Customer Operating Revenues
Revenues from sales of electricity to ulomare customers $26.9 $(37.3) $21.6
I - = :
{ & & Energy Cost Rate Adjustment Clanse (ECR) revenues (27.0) 1.8 15.1
State tax adjustment surcharge revenuies (7.7) 12.0 11.1
Total Customer Operating Revenues (7.8) {20.5) 47.8
0 Wy T o i anial i
' Residential Orther Oiperating Revenues
Commertial Revenues from other utilities (21.8) 13.5 13.8
Industrial Oxher revenues 310 {2.6) 9.1

Customer sales were Uotal Other Operating Revenues 9.2 10.9 229

bigher due to warmer than ’ ; i

nermal summer woather Total $ 14 $(9.6) $70.7

Revenues trom sales of electricity to ultimare customers were favarably nn;\.u(nl in 1993 and
1991 by warmer than normal summer temperatures. Mild summer weather in 1992 had the

opposite ettect on residential and commercial customer sales

FOR revenues ate Duguesne’s recovery of tuel and other energy costs not otherwise recovered
from customers through base rates. The ECR is based on projected unit costs, is recaleulated

each year. and s subject to PUC review, This revenue adjustment includes a credir to

[0
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Revenue mix remains
balanced
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AND MAINTENANCE
ExXPENSE

LR
MK
X

L 104 B 2 3

899 91 91 9
Refiects angoing

cost-contral etiorts.
(Excludies ong-lime lease
termination charge,)

Duquesne s customers for profies from short-term power sales to other uulities, as well as an

adjustment for any over- or under-collections from customers that may have occurred in prios
vears. The 1993 FCR reduced customer costs from 1992 levels and will continue o reduce rev
enues lhrnu\x;h the first quarter of 1994 by a greater amount than in the prior yeat From ‘\pul
1994 through March 1995, the ECR is expecied to reduce revenues by a lesser amount than in

the prior year, | his ECR treatment 1s intended to have no IMpact on net income

State tax adjustment surcharge revenues result from the August 1991 tax increases enacted by
the Pennsylvania legistature. Most of these increases were retroactive to January 1, 1991, The
PUC allowed Duquesne o recover these increases in tax expense by applying, as of August 24
1991, an adjustment to customers bills. Because of the uming of the increase and the rates
applied, Duquesne recovered more state tax adjustment surcharge revenues in 1992 than in
1993 or 1991, This tax recovery is expected, as of April 1994, 1o become part of base rates

I'his tax recovery treatment is intended to have no impact on net income.

Revenues from other utilities declined in 1993, from the record level of 1992, because higher
system demand and maore planned and forced generating station outages in 1993 decreased
Duguesne’s capacity available for off-system sales. The increase. from 1991 to 1992, in these
short-term sales to other urilities resulted from greater availability of transmission and generat

tng capacity, increased demand by other atiities for energy and Duquesne’s marketing efforts

Onther revenues include revenues of DE and Montauk, as well as Duquesne’s rental income and
billings to other companies in the CAPCO group. Revenues of DE increased approximately
$23 million in 1993; the increase was partially due to the acquisition of a controlling interest in
Chester Environmental, Inc. (See Note A o the consolidated financial statements,) and

higher sales to the Pittsburgh Internanional Airport. Prmarily as a result of increased leasing

activities and other tax advantaged investments, Montauk revenues increased approximarely
$8 million

Operating Expenses

Yearly Huctuations in fuel and purchased power expense result from changes in the cost of fuel,
the mix between coal and nuclear generation, the total KWHs generated and the effects of
deferred energy costs. In 1993, the impact of the ECR on deferred energy costs decreased fuel
expense, in comparison to that for 1992, Also contributing to the decline in fuel expense was a
O percent decrease in generation that was primarily due to more planned and forced generating
plant outages in 1993, Fuel expense for 1992 was greater than that for 1991 because of
increased generation of elecunicity tor sale to other utilities; however, the greater fuel expense
was partially offser in 1992 by lower coal and nuciear fuel costs per KWH. In 1994, nuclear

fuel costs are expected to continue 1o decline, and coal costs are expected to remain near the
1993 level

Other operating expenses were higher in 1993 than 1992, In 1993, Duquesne finalized plans o
sublease the majority of s office space at corporate headquarters; relocation of its principal
business offices 1s anticipated in 1994, A charge of approximately $13 million was recorded as
an operating expense to retlect the shorttall in anticipated sublease revenues from the rental
payments related to space leased through January 2003, the date the leasing arrangements
expire. Additionally, operaung expenses at DE increased approximately $17 million in 1993 as
a reflection of the acquisition of a contolling interest in Chester Environmental, Inc. (See Note
\ 1o the consolidated fnancial statements.) Included in 1991 operating expenses was an increase,
caused by the deterioration of Duquesne’s past due customer accounts and increased collection

costs, of $11.9 mullion in the allowance for uncollectible accounts receivable

Viaimienance expense incurred tor scheduled refu Imy_ outages at Duquesne’s nuclear units is
deterred and amortized over the period between scheduled outages. During 1993, amortization
of deferred nuclear refueling outasge « XPCnSe 100 ascd approxuna v $3.5 milhion over the

1992 level, Also increasing m

i ]
ttenance expense in 1993 was Duguesne’s change, as of January 1
19493, in its method of accounting tor mamntenance costs during major fossil station outage

Prior to 1993, maintenan sts incurred tor scheduled major outages at tossil stations were
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89 9% 91 92 ‘H.
Financig! restructuring

has reduced interes!
expense by more than
30% over the last 5 years

charged 1o expense as the costs were incurred. Under the new accounting policy, Duquesne
accrues, over the period berween outages, anticipated expenses for scheduled major fossil station
outages. (Maintenance costs incurred tor non-major scheduled outages and tor forced outages
continue to be charged to expense as the “osts are incurred.) This new method was adopred to
match more accurately the maintenanc - costs with the revenue produced during the periods
between scheduled major fossil outage s,

Diepreciation and amortization experse increased in 1993 by comparison with that for 1992 and
1991, The increase was primarily a result of an increase in depreciable property.

laxes other than imcome taxes decreased in 1993, primarily as a result of a favorable resolution of
property tax assessments. In 1993, Duquesne recorded, on the basis of this revised assessment,
the expected refunds of these overpayments in prior years. By comparison with those for 1991,
taves other than income taxes decreased in 1992 as the result of favorable resolution of capital
stock tax, gross receipts tax and sales tax mateers.

Income taves increased in 1993 as a result of an increase in taxable income and a 1 percent
increase 1n the corporate tederal income tax rate.

Other Income and Deduclions

During the fourth quarter of 1993, Duquesne recognized a charge to ather income of approxi-
mately $15.2 million for its investment in the abandoned General Public Utilities (GPU) trans-
mission line project. On December 8, 1993, the New Jersey Board of Regulatory Commission-
ers (BRC) denied a request by GPU's subsidiary Jersey Central Power and Light Company for
approval of long-term power purchase and operating agreements that were originally signed in
1990 by GPU and Duquesne and turther amended in 1993, The BRC rejected an administra
tive law judge’s recommended decision that the project be approved and, within hours of the
BRC decision, GPU terminated its participation in the project. In view of GPU'’s decision,
Duquesne also terminated its participation in the project and the PUC transmission line siting
proceeding,

Other income also decreased in 1993, in comparison with that for 1992, as a result of a decrease
of approximately $13 million in carrying charges on deferred revenues. During 1993, the deferred
revenue balance upon which carrying charges are carned declined in comparison with that for
1992 and since April 1993, Duquesne has not recorded additional carrying charges on deferved
revenues. (See the discussion of the phase-in plan under the section on eperating revenues.)

Income taxes relared 10 other income decreased $15 million in 1993, in comparison with those
for 1992, because of a favorable sectlement (related to Duquesne’s 1988 tax return and the
consolidated 1989 tax return) with the United States Internal Revenue Service. The remaining
decrease in 1993 was caused by lower non-operating income.

Other income tor 1992 increased, in comparison with that for 1991, primarily as the result of an
increase of $3.5 million in interest income and a decrease of $3.7 million in tees related 0
Duquesne’s sale of receivables. Orher income for 1991 included a $5.3 million regulatory
accounting reclassificatior: thar decreased other income, reduced depreciation expense and had
no impact on net income.
Interest and Other Charges
Duquesne achieved reductions in interest and other chargesin 1993 and 1992 through refinanc-
ing first mortgage bonds and through obtaining lower average short-term rates on certain tax
exempt pollution control notes. Duquesne also retired $24.2 million of preferred and prefer-
ence stock during 1992, Interest expense and dividends on preferred and preference stock
declined to $121 million in 1993 from $135 million in 1992 and $145 million in 1991, Inter-
est expense and preferred stock dividends are expected to decline in 1994 by approximarely

$9 million from the 1993 level.
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Construction

During 1993, Duquesne spent approximately $100 million for construction. Duquesne
expended these amounts to improve and expand 1ts production, transmission and distribution
systems. Duguesne estimates that it will spend approximately $110 million for construction in
1994. Construction expenditures are estimated to be $70 million in 1995 and $80 million in
1996. These amounts exclude AFC, nuclear fuel and expenditures for possible carly replace
ment of steam gencrators at the Beaver Valley Power Station. (See Note K to the consolidared
financial statements.) Duquesne currenty has no plans for construction of new base load gener
ating plants and expects that funds generated from operations will continue to be sufficient to
finance a large part of its capital needs.

Investing

Fhrough DE and Montauk, DQE'S investments are focused in tour principal arcas: energy,
environmental services, leasing and tax-advantaged investments. After achieving a modest profit
of $.02 per DQE share in 1992, these subsidiaries contributed $.13 per share to the Company's
1993 carnings. During 1993, the level of investing activities increased in comparison with thar
for 1992, On August 17, 1993, DE acquired a controlling interest in Chester Environmental,
Inc. for approximately $12 million. Chester provides total environmental consulting and engj-
neering services to a wide range of clients. During 1993, DE also made real estate investments
totaling approximately $22 million. Previous DE investments included Allegheny Development
Corporation (which provides all energy services for the Pitsburgh International Airport) and

International 1%

wer Machines (which manufactures products and systems designed to provide
non-interruptible electric power). During 1993, Montauk invested approximately $44 million
in leases and other tax-advantaged investments. The lease rentals in chese transactions are

guaranteed by the lessee’s parents or affiliares.
Financing

Ihe Company plans to meet its current obligations and debt maturities through 1998 with
tunds generated from operations and through new financings. At December 31, 1993, the
Company was in comphiance with all of its debt covenants.

Duquesne continues to reduce capital costs by retinancing and retiring securities. Dunng 1993,
Duguesne issued $695 million of first collateral trust bonds with maturities ranging from the
year 1996 through the year 2025 and with an average interest rate of 6.58 percent. The proceeds
of these sales were used to redeem $713.7 million of first mortgage bonds with an average
interest rate of 8,16 percent.

In June 1993, Duquesne participated in the issuance of $25 million of Beaver County Industrial
Development Authority Pollution Control Revenue Bonds. In August 1993, Duquesne partici-
pated in the issuance of $20.5 million of Ohio Air Quality Development Authority Pollution
Control Revenue Retunding Bonds o refund a like amount of pollution control obligations.

In August 1993, Montauk entered into a revolving credit agreement with a group of banks.
Under this agreement, Monrau! can borrow, on a revolving basis, up to $50 million for work
ing capital and other gene.al corporate purposes. If the agreement is not extended at the end of
its 304-day commitmen. period, Montzuk can convert any outstanding borrowings into a two-
year, amortizing term Lhan. At December 31, 1993, Montauk had borrowed $25 million under
this agreement,

On January 14, 1994, Duquesne redeemed all of s nunumhng shares of $2.10 preference
stock and $7.50 preterence stock for approximately $38 million.

In 1992, Duquesne refinanced $312.9 million and retired $82.1 million of long-term debt.

Duquesne established, as of January 1. 1992, an Employee Stock Ownership Plan (ESOP) 1o
fund a match of a portion of employee contributions for a 401(k) plan. Duquesne may pur
chase shares of DQE common stock from DQE or on the open marker to satisfy the exchange
festure of its Preference Stock, Plan Series A. The Company expects the ESOP to have minimal
dilutive impact on carnings per share.
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Sale of Accounts Receivable

In 1989, Duquesne and an unaffiliated corporation entered into an agreement that entitled
Dugquesne to sell and the corporation to purchase, on an ongoing basis, up o $100 million of
accounts receivable. At December 31, 1993, Duquesne had sold $9 million of receivables. The
accounts receivable sales agreement, which expires in June 1994, is one of many sources of
funds available to Duquesne. Duquesne is currently evaluating whether to seek an extension of
the agreement.

Nuclear Fuel Leasing

Duquesne finances its acquisitions of nuclear fuel through a leasing arrangement under which it
may hnance up to $75 million of nuclear fuel. As of December 31, 1993, the amount of
nuclear tuel financed by Duquesne under this arrangement totaled approximarely $65 million.
Duquesne plans to continue leasing nuclear fuel to fulfill its requirements at least through 1995,
the remaining term of the current leasing arrangement.

Dividends

The Company or its predecessor, Duquesne, has continuously paid dividends on common
stock since 1953. The quarterly dividends paid have increased by an average annual rate of 5.9
percent over the past five years, even though the Company has maintained a more conservative
payout ratio than the industry in general. The Company expects that funds generated from
operations will continue to be sufficient to meet sinking fund and long-term debt marurities
and to pay dividends. The Company’s need for funds and the availability of those generated
trom operations will be affected by the level of economic activity in Duquesne’s service area and
by legislation, rate-related proceedings, competition and environmental and other matters
experienced by the Company and the electric utility industry generally.

Dividends may be paid on DQE common stock to the extent permitted by law and as declared
by the board of directors. However, in Duquesne’s Restated Articles of Incorporation, provisions
relating to preferred and preference stock may restrict the payment of | Juquesne’s common div-
idends. No dividends or distributions may be made on Dugquesne’s common stock if Duquesne
has not paid dividends or sinking fund obligations on its preferred or preference stock. Further,
the aggregate amount of Duquesne’s common stock dividend payments or distributions may
not exceed certain percentages of net income if the ratio of common stockholders’ equity to
ttal capitalization is less than specified percentages. As all of Duquesne’s common stock is
owned by DQE, to the extent that Duquesne cannot pay common dividends, DQE may not
be able to pay dividends to its common shareholders. No part of the retained earnings of DQF
or any of its subsidiaries was restricted at December 31, 1993,

Compelition

Duquesne, like the electric udility industry in general, faces increasing competition. The Com
pany is continuing to assess the impact of these competitive forces on its future operanons. The
National Energy Policy Act of 1992 (energy act) was designed, among other things, 1o foster
competition. Among other provisions, the energy act amends the Public Utility Holding Com
pany Act of 1935 (1935 act) and the Federal Power Act. Amendments to the 1935 act create a
new class of independent power producers known as F xempt Wholesale Generators (EWGs),
which are exempt from the corporate structure regulations of the 1935 act. FWGs, which may
include independent power producers as well as affiliates of clectric utilities, do not require
Securities and Exchange Commission approval or regulation. At the current time, the € ompany
has not made any investment, and has no plans to make any investment, in EWGs, Amendments
to the Federal Power Act create the potential for utilities and other power producers to gain
increased access to transmission systems of other utilities to facilitate sales to other utilities. The
amendments would permir the Federal | nergy Regulatory Commission (FERC) to order utili-
ties o transmit power over their lines for use by other supphiers and to enlarge or construct
additional transmission capacity to provide these services. The FERC miay not, however, issue
any order that would unreasonably impair the continuing reliability of affecred electric systems
Finally, brokers and marketers, without OWRINE OF OpCrating any generation or transmission

facilities, have also entered into the business of buving and selling electric capacity and encigy.
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stations to implement cost-effective compliance strategies to meet these requirements.
Duquesne’s plans for meeting the 1995 5O, compliance requirements include 1mcreasing lhr_
use of scrubbed capacity, switching to fuel with a lower sulfur content and purchasing emission
allowances. NO, reductions under Tite IV are required by 1995 at only the Cheswick station;
work to achieve the reductions was completed in 1993, The ozone attainment provisions of
Title 1 of the Clean Air Act Amendments will require NO, reductions by 1995 at Duquesne’s
Elrama plant and at the jointly owned Mansfield plant. Duquesne plans to achieve such reduc-
tions with low NO, burner technology. The estimated capital costs to achieve 1995 compliance
standards are approximately $30 million, of which approximately $15 million has already been
spent. Through the year 2000, Duguesne is planning a combination of compliance methods
that include tuel switching: increased use of, and improvements in, scrubbed capacity: flue gas
conditioning; low NO, burner technology; and the purchase of emission allowances. The
Company currently estimates thar additional capital costs to comply with environmental
requirements from 1995 through the year 2000 will be approximately $20 million. This estimate
s subject to the finalization of tederal and state regulations,

Duquesne is closely monitoring other potential air quality programs and air emission control
requirements that could be imposed in the future. These areas include additional NO, control
requirements that could be imposed on fossil fuel plants by the Ozone Transport Commission,
more stringent ambient air quality and emission standards for SO, and particulates, or CO, |
control measures. As these potential programs are in various stages of discussion and considera-

ton, it is impossible to make reasonable estimates of the potential costs and impacts of these

programs at this tune.

In July 1992, the Pennsylvania | Yepartment of Environmental Resources (DER) issued Residual
Waste Management Regulations governing the generation and management of non-hazardous
waste. Duquesne is currently conducting tests and developing compliance strategies. € aprial
compliance costs are estimated, on the basis of information currently available, ar $10 million
through 1995, The expected additional capital cost of compliance from 1995 through 2000 s
approximately $25 million; this estimate is subject to the results of ground water assessments
and DER final approval of compliance plans.

Duquesne aperates the scrubbed Flrama plant and converts the scrubber slurry to a fixated
pozolonic material. This material is placed at an off-site disposal area having approximately six
years of remaining capacity. Additionally, Duquesne owns 17 percent of the scrubbed Mansfield
plant, which s operated by Pennsylvania Power, This plant pumps a similar slurry to an off-site
impoundment where the slurry is treated by using a Calcilox fixation process. The site has at
least 14 years of remaining capacity. Both plants have limited temporary on-site storage for flue
gas desulfurization material and no permanent on-site disposal capacity. While there is no
imminent shortage of disposal capacity, Duquesne continues to monitor this situation and to
plan for future disposal. The siting of future disposal facilities will be facilitated by the 1993
EPA determination that coal combustion waste products are not hazardous waste and are there-
fore exempt from the Hazardous Waste Regulations.

Under the Nuclear Waste Policy Act of 1982, which establishes a policy tor handling and dis-
posing of spent nuclear fuel and requires the establishment of a final FEPOSIEOTY 0 accept spent
fuel, the CAPCO companies have entered into contracts with the Department of Energy
(DOE) tor permanent disposal of spent nuclear fuel and high-level radioactive waste, The
DOE has indicated that the repasitory will not be available for acceptance of spent fuel before
2010. Existing on-site spent fuel srorage capacities at Beaver Valley 1, Beaver Valley 2 and Perry
are expected to be sufficient undl 1996, 2010, and 2009, respectively. Duquesne is currently
increasing the storage capacity at Beaver Valley 1 by equipping the spent fuel pool with high
density tuel storage racks. Duquesne anticipates that such action will increase the spent fuel
storage capacity at Beaver Valley 1 to provide for sufficient storage through 2014.
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Rerort of To the Directors and Stackholders of DQE
INDEPENGENT
Cenmirien Pusiic
ACCOUNTANTS

We have audited the accompanying consolidated balance sheets of DQE and its subsidiaries as
of December 31, 1993 and 1992, and the related consolidated statements of income, common
stockholders” equity, and cash flows for ecach of the three years in the period ended December
31,1993, These financial statements are the responsibility of the Company’s management. Qur
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those stan-
dards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of marerial misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting priaciples used and significant estimates made by
management, as well as evaluating the overall hinancial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the
financial posinon of DQE and its subsidiaries as of December 31, 1993 and 1992, and the
results of their operations and their cash flows for each of the three years in the period ended
December 31, 1993 in conformity with generally accepted accounting principles.

As discussed in Note A to the consolidated financial statements, effective January 1, 1993, the
Company changed its method of accounting tor income taxes to conform with Statement of
Financial Accounting Standards No. 109, and the Company changed its method of accounting
for maintenance costs during scheduled major fossil station outages.

Delitta. & Tocnla.
Deloitre & Touche
Pittsburgh, Pennsylvania
January 25, 1994

REPORT OF THE “he Audit Committee, composed entirely of non-employee directors, meets regularly with the
Auorr CommiTTee independent public accountants and the internal audicors to discuss results of their audit work,

oF THE BoARD their evaluation of the adequacy of the internal accounting controls and the quality of financial
of Direcrons reporting,

s In fultilling its responsibilities 1n 1993, the Audit Committee recommended to the Board of
Directors, the selection, subject to shareholder approval, of the Company’s independent pubiic
accountants. The Audit Commuttee reviewed the overall scope and details of the independent
public acceuntants’ and internal auditors” respective audit plans and reviewed and approved the
independent public accountants’ general audir fees and non-audit services.

Audit Committee meetings are designed to facilitate open communications with internal
auditors and independent public accountants. To ensure auditor independence, both the inde-
pendent public accountants and the internal auditors have full and free access to the Audit
Commirtee,

The Audit Committee of the Board of Directors of DQE



OreraninGg Revienues

Operating Expenses

OrHEr INCOME
anD (DepucTions)

INTEREST AND
Or1uen CHaRGES

NET INcoMmE

EarninGS PEr SHars

Divinenos Deciaren

STATEMENT OF CONSOLIDATED INCOME

* (Thowand: of Dollars, Except Per Share Amounts)

)mr Ended Decermber 31,
s 1w 1991
Cusiomers: S T R
Current $1.175,024  $1,180,707  $1,181,332
Deterred (Note J) (100,315) (U8,201) (78,344)
Orther 120,851 111,698 100,846
Total Operating Revenues 1195560 LI94204 1203834
l ud ,md purdnlwd power - - 220_‘)2;4 - ’(»{&;()ﬁ i H;‘;()"755
Oxther aperating 319,071 282,953 29,253
Maintenance 80,292 79146 83773
Deprecianon and amortization 142,657 127,924 119,264
laxes other than income taxes 73,126 85,733 95,175
Income taxes (Note F) 106,286 97,193 96,6
Total Operating Expenses 7 942360 938289 936910
Operating llwome | | ' 25. Llll() 255915 266,924
Allowance tor equity lumh used dunn;“ CONSLIUCTION i _ R69 o _’_5‘78 '-“__Elr.ﬂ-“"
Long-term power sale write-off (Note [} (15,225) - -
Carrying, charges on deferred revenues 1,801 15,145 21,514
Income taxes (Note F) 19,033 {11,747) (5.132)
(ther — net 2,187 12,582 (‘) WH)
Total Other Income N  B66S 18578 B, 8 39
Income Before Interest and Other Charges . Z(;I .S(n 274493 275, M
lnluul on long- (umddn V ms 4"‘) l’{al—)—"_ I;ulﬁél‘)*)
Orther interest 3.517 2458 2,316
Allowance for borrowed funds usad during construction (726) (2.296) {2.418)
Preterred and preference stock dividends ut \ulmdt.m 9,188 9411 10, 8(”
lolallnmnand()dxr(erges 120,458 H") ‘: H’ wx
Income Before Cumulative Effect on Prior Years of
Changes in Accounting Principles 141,407 141,518 133,565
Adaption of SFAS 109 - Income Taxes (Notes A and F) 8,000 —
Accounting hn maintenance costs - net {(Note A) (5.425)
Net Income S 5 m«mz 5141508 § 133565
Avcmgr Nu_n_ll;etof(nmmonsham - R e
()umandmg (M) 5 2979 52 "l 5 5 ‘ WI
lammp Per Share of(ommon Smds. T B e e
Income Before Cumulative Effect on Prior Years of
Changes in Accounting Principles $2.67 $2.67 $2.50
Adoption of SFAS 109 - Income Taxes (Notes A and F) 35 -
‘\uuunlm; tor maintenance costs - net l\nu r\) .10) -
lArllmp Per th of(nmmon ﬁlodt - $272 ‘ﬁ ) (7'_. 8250
Dividends Dedmed Per Share uf(ommon smdc  sle2 sl 5& $146

See nates o muuuni.u”/ Fnancial statemients
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Cask FLows From
Openaning ACTIVITIES

Cast Frows Useo By
INVESTING ACTIVITIES

Cass Frows Usep In
FINANCING ACTIVITHES

Casu Paip During
THE Yean

Non-Casw INVESTING
AND FINANCING
ACTvVITIES

STATEMENT OF CONSOLIDATED CASH FLOWS

Net income .'bl 43,982
Principal non-cash charges (credits) 1o net income:

Depreciation and amortization per income statement 142,657

Capital lease and other amortization 30,271
Deterred income taxes and investment tax credits - net (32,305)
Allowance for equity funds used during construction (B69)
Deferred revenues and carrying thrg('s recovered 99,375
Changes in working capital other than cash (Note H) (111,677)
Orher - net 2‘1 0.‘.1
Net Cash Provided from Operating Activities iOOKii
Construction expenditures — utility (I()(J (vlﬁl
Repurchase of common stock -
Allowance for borrowed funds used during construction (726)
Investments (85,324)
Payment for purchase of Chester Environmental, Inc., net of
cash acquired (11,886)
Orhier — net (4,452)
Net Cash Used by lmmmtg Act mm‘m' (203,016)
-ll! n' h(nln(i~ ‘4".'3(")
Increase in notes pavable 36,267
Dividends on common stock (86,089)
Reductions of long-term obliganons
Preferred and preference stock (187)
Long-term deb (735,048)
Orher obligations (27,781)
Beaver Valley Unie 2 sale/easeback premium (Note F)
Premium on reacquired debi (31,702)
Oxcher - net 6”
Net (d.t/)l’!(dhl hmmngAmntm (I(H "8“\
Net incr sase (decrease) in cash and temporary (.nh INvestments (S S}8l
Cash and te mporary ¢ ash Investments at be gAnNing nf vear 3'."82
.Lsh ang ! umpunr\ ¢ hh investments at md nt year $ !2 2H

SUPPLEMENTAL CASH FLOW INFORMATION

Interest (et of amounr capitalized) $l2§ $04
Income taxes SI H “H
Capital lease obligations recarded (Note E) $ 11811
ESOP preference stock issued b

See motes to consoldated fnancial staternents

(Thousands of Dallary)
)mrlndcdllnrmber 3,
T 17)37 _16‘31_
$141518 $133.565
127,924 119,264
49,001 56,437
(2,318) (18.974)
(2,598) (1,855)
83,056 56,830
48,670 (43,050)
(1,958) 32,559
443295 334776
(112409 W(lﬁ’_sTs;)
(23,703)
(2,296) (2,418)
(19,598) (16,042)
(7.877) (6,905)
- (M‘ 180) _M«ﬂl “‘faf’?{)
312925 50,000
(81,491} (78,040)
(24,158) {38,505)
(394.,951) (58,782)

(43,686) (42,997)

(36,371
(18,127) (2,947)
(2.719) (2.410)
(288578)  (173.681)
12537 (13331)
25,245 38,576
— _‘4 —— ,;;’_);_
$126014  $136,147

m*xsv $ 86,201

$ 17,089 § 22,028
X ((H)(K'
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Common Stock

Carital SurpiLus

Rerainen EanninGs

Treasury Stock

A. Summary oF
ACCOUNTING
Poucies

STATEMENT OF CONSOLIDATED COMMON STCCKHOLDERS' EQUITY

- A(Alhouumdx aof Dollary)

1993 1992 1991 1990

Common stock par value ($1 pershare) & 73,119 § 73119 § 73119 § 73119
Capital stock expense and other (change) 215 (437) (49) 364
Balance at end of year 928,140 927,925 928,362 928,411
Net income 143,982 141,518 133,565 121,672
Dividends declared (86,089) (81,491) (78.040) (74,972)
Balunce at end of year 554,604 496,711 436,684 381,159
Stock reissued (repurchased) - net 1015 749 (23,496) (34,117)
Balance at end of year (325,280) (326,295) (327,044) (303,548)
TMMW”M 5|2‘0585 $1, |/l4()() $] 111,121 $l.07‘).|41

See notes to consolidared fm.zm 1l statements.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

l‘onsaudanon

I hc- umsohdaud lmanual statements include the accounts of DQE (the Company) and its
subsidiaries. All matenial intercompany balances and wransactions have been eliminared in the
preparation of the Consolidated Finanaal Statements of DQE.

On August 17, 1993, DE acquired a controlling interest in Chester Environmental, Inc.
(Chester) for approximately $12 million. The acquisition was accounted for under the purchase
method of accounting and Chester’s results of operations have been included in the Company's
consolidated financial statements since that date.

Bas:: al Accoun!mg

Ihe consolidated financial statements reflect the rate- makmg pmnacs of l)uqucsnc L q,ht
Company (Duquesne) and, as a result, contain regulatory assets and liabilities as deterred
charges and credits in accordance with Statement of Financial Accounting Standards Number 71,
Accounting for the Effects of Certain Types of Regulation (SFAS No. 71). Duquesne’s accounting
practices conform to the Uniform System of Accounts prescribed by the Federal Energy Regula-
tory Commission (FERC) and the requirements of the Pennsylvania Public Utility Commission
(PUC). The Company is also subject to the accounting and reporting requirements of the
Securities and P.xchange Commission: (SEC),

Prapem Planl and Equrpmanl

The asset values of properties are stated at ongmal construction cost, which includes related
payroll taxes, pensions, and other tringe benefits, as well as administrative and general costs,
Also included in original construction cost is an allowance for funds used during construction
(AFC), which represents the estimated cost of debt and equity funds used to finance construc-
tion. The amount of AFC that is capitalized will vary according to changes in the cost of capital
and in the level of construction work in progress (CWIP). On a current basis, Duquesne does
not realize cash from the allowance for funds used during construction. Duquesne does realize
cash, during the service life of the plant, through increased revenues reflecting a higher rate base
(upon which a return is carned) and increased depreciation. The AFC rates applied to CWIP
were 9.6 percent in 1993, 10.3 percent in 1992, and 9.6 percent in 1991,

Additions to, and replacements of, property units are charged to plant accounts. Maintenance,
repairs and replacement of minor items of property are recorded as expenses when they are
incurred. The costs of properties that are retired (plus removal costs and less any salvage value)
are charged to the accumulated provision for depreciation.

Substantially all of Duquesne’s properties are subject to a first mortgage lien, and substantially
all of Duguesne’s electric properties are subject to junior liens.
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Depreciation

Depreciation of property. plant and equipment, including plant-related intangibles, is recorded
on a straight-line basis over the estimated useful lives of properties. Amortization ot other intan-
gibles is recorded on a straight-line basis over a five-year period. Depreciation and amortization
of other properties are caleulated on various bases.

Nuclear Decommissioning

The PUC ruled that recovery of the decommissioning costs for Beaver Valley Unir 1 could
begin in 1977 and that recovery for Beaver Valley Unit 2 and Perry Unit 1 could begin in 1988.
Duquesne expects to decommission each nuciear plant at the end of its life, a date that currently
coincides with the expiration of each plant’s operating license. (See Note 1) The total estimated
decommissioning costs, including removal and decontamination costs, being recovered in rates
are $70 million for Beaver Valley Unit 1, $20 million for Beaver Valley Unit 2, and $38 million
tor Perry Unit 1. These amounts were based upon the most recent studies available at the time
of Duquesne’s last rate case.

Since the time of Duguesne’s last rate case, site specific studies have been performed to updare
the estimated decommissioning costs, in current dollars, for each of its nuclear generating units.
In 1992, Duquesne's share of the estimated decommissioning costs for Beaver Valley Unit 2 was
revised to $35 million. Duquesne’s share of decommissioning costs, which is based on prelimi-
nary site specific studies to be finalized early in 1994, is estimated to increase to $134 million
tor Beaver Valley Unit 1 and to $71 million for Perry.

During 1994, it is Duquesne’s intention tw increase the annual contribution to its decommis-
stoning trusts by $2 million to bring the total annual funding 1o approximarely $4 million per
vear. Duquesne plans to contunue making periodic reevaluations of estimated decommissioning
costs, to provide additional tunding from time 1o time, and o seck regulatory approval for
recogmition of these increased funding levels.

Duquesne records decommissioning costs under the category of depreciation expense and
accrues a labiity, equal o that amount, for nuclear decommissioning expense. Such nuclear
decommissioning funds are deposited in external, segregated trust accounts. Trust fund earnings
increase the fund balance and the recorded liability. The aggregate trust fund balances at the
end of 1993 totaled $18.1 million. On the Company’s consolidated balance sheet, the decom-
missioning trusts have been reflected in arher property and investments, and the related liability

has been recorded as orher deferred crediss.

Maintenance

Maintenance expense incurred for scheduled retueling outages at Duquesne’s nuclear units is
deferred and amortized over the period between scheduled outages, Duquesne changed, as of
January 1, 1993, its method of accounting for maintenance costs during scheduled major fossil
station outages. Prior to that time, maintenance costs incurred for scheduled major outages at
fossil stations were charged to expense as these costs were incurred. Under the new accounting
policy. Duquesne accrues, over the periods between outages, anticipated expenses for scheduled
major fossil station outages. (Maintenance costs incurred for non-maijor scheduled outages and
for forced outages will continue o be charged to expense as such costs are incurred.) This new
method was adopted o march more accurately the maintenance costs and the revenue produced
during the periods between scheduled major fossil station outages.

| The cumulative effect (approximately $5.4 million, net of income taxes of approximately $3.9

, million) of the change on prior years was included in income in 1993, The effect of the change
in 1993 was to reduce income, before the cumulative effect of changes in accounting principles,
by approximaiely $2.4 million or $.05 per share and 10 reduce net income, after the cumulative
effect of changes in accounting principles, by approximately $7.8 million or $.15 per share.
Revenues

Meters are read monthly and customers are billed on the same basis. Revenues are recorded in
the accounting periods for which they are billed. Deferred revenues are associated with the
Company’s 1987 rate case, (See Note |.)
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B. EXTRAORDINARY
Property Loss

Incame Taxes

On January 1, 1993, the Company adopted Statement of Financial Accounting Standards Num-
ber 109 (SFAS No. 109), Implementation of SFAS No. 109 involved a change in accounting
principles. The cumulative $8 million effect on prior years was reported in 1993 as an increase
1N net income.

SFAS No. 109 requires that the liability method be used in computing deferred taxes on all dif-
ferences between book and tax bases of assets. These book tax differences occur when events
and transactions recognized for financial reporting purposes are not recognized in the same
period for tax purposes. As a utility, Duquesne recognizes uncollected deferred income taxes tor
these deferred tax liabilities that are expected to be recovered from customers through rates. The
adoption of SFAS No. 109 on January 1, 1993, resulted in a $700 million increase in deferred
tax liabilities and the recognition of $550 million in net regulatory assets. Prior to the adoption
of SEAS No. 109, Duquesne recorded certain costs in electric plant in service net of taxes.
Because SFAS No. 109 eliminates this “net of tax” accounting, the adoption of SFAS No. 109
also resulted in an increase in plant assets of $150 million.

When applied to reduce the Company's income tax liabiliry, investment tax credits related to
utility property generally were deferred. Such credits are subsequentdy reflected, over the lives of
the related assets, as reductions to tax expense.

Energy Cost Rate Adjustmen! Clause (ECR)

Through the ECR, Duquesne recovers (to the extent that such amounts are not included in
base rates) nuclear fuel, fossil fuel and purchased power expenses and, also through rthe ECR,
passes to its customers the profits from short-term power sales to other uulities. Nuclear fuel
expense is recorded on the basis of the quantity of electric energy generated and includes such
costs as the fee, imposed by the United States Department of Energy (DOE), for future disposal
and ultumate storage and disposition of spent nuclear fuel. Fossil fuel expense includes the costs
of coal and tuel oil used in the generation of electricity.

Duquesne defers fuel and other energy expenses for recovery through the ECR in subsequent
years, The deferrals reflect the differerce between the amount that Puquesne is currendy col-
lecting from customers and its actual fuel costs. The Pennsylvania Public Unlity Commission
(PUC) annually reviews Duquesne’s fuel costs for the tiscal vear April through March, compares
them to previously projected fudl costs and adjusts the ECR for over- or under-recoveries and
tor two PUC-established coal cost standards, (See Note |.)

Ower- or under-recoveries from customers are recorded in the Consolidated Balance Sheet of
DQE as payable to, or receivable from, customers. At December 31, 1993 and 1992, $10.1
million and $18.9 million were payable to customers and shown as deferred energy costs.

Cash Flows

For the purpose of the statement of cash flows, the Company considers all highly liquid invest-
ments maturing in three or fewer months to be cash equivalents.

Revlassilications

The 1992 and 1991 financial statements have been reclassified to conform with accounting
presentations adopted during 1993,

in 1984, companies comprising the CAPCO group agreed to minimize construction work and
cash expenditures on Perry Unit 2 until several alternatives, including resumption of construc-

tion or cancellation of the unit, were evaluated. Duquesne abandoned its interest in the unit in
1986 and subsequently disposed of its interest in 1992,

In 1987, the PUC approved recovery, over a 10-year period, of Duquesne’s original $155 mil-
lion investment in Perry Unit 2. Duquesne is not earning a return on the as yet unrecovered
portion (approximately $39.4 million at December 31, 1993) of its investment in the unit.
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contributions of approximately $2.1 million, the difference between the ESOP debr service and
the amount of dividends on ESOP shares (approximarely $2.3 million). As shares of preference
stock are allocated to the accounts of participants in the ESOP the Company recognizes com-
pensation expense, and the amount of the deferred compensation benefit is amortized. In 1993,
the Company recognized $1.7 million of compensation expense related to the 401 (k) plan.

(Shaves and Amownts m Thowands)

Call Price 1993 LI bl
Pet \h.u-: \harcs Amnum \‘harm Amount  Shares  Amount
Preferred Stock Series: (a)
3.75% (b) (<) $5100 148 § 7407 148 § 7407 148 § 7407
4.00% (b) (©) 550 550 27,486 S50 27486 S50 27,486
4.10% (b) Q) 5175 120 6012 120 6012 120 6012 |
4.15% (b) (©) S173 132 6643 132 G643 1R 6643 |
4.20% (b) (0) SL71 100 5021 100 5021 100 5021
$2.10 (b) (O SIB4 159 B0 159 8039 159 8039
$7.20 (0) (d) 10100 319 31915 319 31915 319 31915
$8.375 (d) (e) - T - ~ — 80 7.945 |
 Total Preferved Stock 1528 92523 1528 92523 1608 100,468
Preference Stock Series () |
$2.100 () () () 2500 1175 29383 1175 29383 1,175 29383 3
$7.500 (d) (e) (h) 101,00 84 8,392 86 8579 87 8,692 |
$9.125 (d) (¢) - . - 16l 16,100 ‘
Plan Series A (©) (i) 74 BA4 29956 845 29995 84S 30000
 Total Preference Stock 2005 6773 2006 67057 2268 84175 |
Deferred ESOP benefit (27.126) (28471 (30.000)

TMWMMWSM 3631 SI33I28 363 132009 3876 $137,343

(@) Preferred stock: 4,000,000 authorized shares; $50 par value: () l'rcfem\cc stock: 8,000,000 authoiized shares;

cumulative value: cumulative
(b) $50 per share involuntary liquidation value (fJ SZ per share involuntary liquidation value
() Non-redeemable } Redeemed January 14, 199
(d) $100 per share mvoluntary hiquidation value (i) $35.50 per share involuntary liqudation value
(¢) Redeemable

Long- hrm Debt

At December 31, 1993, l)uqucsne had $1.433 billion of outstanding debt securities; these con-
sisted of $960 million of first collateral trust bonds, $49 million of first mortgage bonds, $418
million of pollution control notes and $6 million of debentures.

During 1992, Duquesne began issuing secured debe under a new first collateral trust indenture.

Purchase and sinking fund rrqulremum - — ( 17,300)
\
|
1

This indenture will ultimately replace Duquesne’s 1947 first mortgage bond indenture. 1

First collateral trust bonds totaling $695 million and $265 million, and having average interest
rates of 6.58 percent and 8.04 percent, were issued in 1993 and 1992,

Since 1985, the Company has reacquired $1.5601 billion of first mortgage bonds. The differ-
ence between the purchase prices and the net carrying amounts of these bonds has been includ-
ed in the consolidated balance sheet as wnamortized loss on reacquired debt. At December 31,
1993, the balance of unamertised loss on reacquired debt was $95.3 million.
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Long-Term Debt al December 31
Senior Secured Debt

Interest Rate (a)

First Collateral Trust Bonds:

Less current maturities and xmkmg fund requirements (b

|1.'\\ current maturities and smkm;, fund requirements

4.75% 5-15-96
6.08% 11-15-97
6.15% 2-12-98
5.85% 6-01-98
6.55% 11-15-98
5.90% 7.01-99
6.45% 3-01-00
0.1 0% 5-10-00
6.65% 40103
G.70% 51503
6.625% 61504
8.75% 5-15-22
8.20% 11-15-22
7.625% 4-15-23
8.3759% 5-15-24
7,559 6-15-25
Total First ¢ nlkmwl Tm Boadv
First \11mgage Ronds.
8.25% 6-1-9%
5.125% 2-1:96
5.25% 2-197
6.375% 2-1-98
7.0 1-1.99
7.75%% 7-1-99
8.75% 31400
7.87%% 3101
7.500% 12-1-01
7.50% 0102
7.25% 1-1-03
2.7%% 7-1-03
R.625% A 104
9 5004, 3105
8.375% 4-1-07
9.50% 12116
909 2-1-17
Total First Mm Bmd:
Totd Sﬂuor S«‘umd l)eln

Maturity

Principal Outstanding
(Amownts In Thousands of Dollars)

1993 1992
50,000 0§
50,000 50,000
35,000 .
35,000 -

5,000 5,000
75,000 aen
45,000 -
55,000 .
45,000 -
55,000 -
100,000 -
100,000 100,000
10,000 10,000
100,000 -
100,000 100,000
100,060
(9,600)

950,400 3_(:5 60()
49,500 50,000
= 22 80X

* 24,600

- 34,700

" 30,000

- 28,647

— 29,700

- 34,650

— 26461

o 28470

. 32,670

i 35,000

o 43.650

e 49,000

" 96,400

- 98,000

” 99,000

(500 (10,650
000 ’sifﬁ{a
999,400 1018098



Long-Term Debt at December 31
Other Long-Term Debt

Principal Outstanding
(Amounts In Thousands of Dollars)
Interest Rate (a) Maturity Series 1993 1992
Pollunion Control Notes:

(c) (d) 9-1-11 1992 Allegheny County Series A 47,925 47,925

(c) 12-1-13 1990 Allegheny County Series A 50,000 50,000

5.73%% 6-1-03 1973 Beaver County Series A 9,500 9.800

© 8109 1990 Beaver County Series B 18,000 18,000

6.90% 9-1-11 1976 Beaver County Series C 15.000 15,600
11.625% 12-1-14 1984 Beaver County Series B 51,000 51,000

(c) 8-1-20 1990 Beaver County Series A 13,700 13,700

{¢) 8-1-25 1990 Beaver County Series C 44,250 44,250

(c) () 9-1-30 1993 Beaver County Series A 25,000 -
10.50% 10-1-13 1983 Ohio Development Aurhority — 20,500
11.125% (4) 2-1-15 1985 Ohio Development Authority 38,610 38,610

() 9-1-18 1988 Ohio Development Authority 71,000 71.000

6.65% (e 10-1-23 1989 Ohio Development Authority 13,500 13,500

{c) (d) 10-1-27 1993 Ohio Development Authority 20,500 e
Less current matunties and sinking fund requirements (1,719) (690)
Total Pollution Control Notes 416,266 392,595
5% sinking fund debentures due March 1, 2010 (f) 6,042 6,042
Muscellaneous 509 278
Less unamortized debrt discount and premium — ner (5,219 (4,012)
Total Long- Term Debt $1,416998  $1.413,001

{a) These interest rates are the average coupon rate for muldple issuances with the same maturity dates.

(b) Sinking fund requirement relates to the first mortgage bonds held by the trustee as collateral for the publicly-held

collaseral trust bonds. The outstanding collateral trust bonds do not have a sinking fund requirement,

Certain of the pollution control notes have adjustable interest rate periods currentdy ranging from 1 to 360 days.

On 30 days' to 90 days’ notice prior to any interest reset date. the Company can change the subsequent interest

rate period on the notes to a different interest rate period ranging from 1 day to the final maturity of the bonds.

() Issued in the form of first mortgage bonds or first collateral trust bonds.

(e) Frxed rare through first five years, thereafter becoming variable rates as in foomote ¢.

(£} Asof January 1994, the sinking fund requirement for 1995 had been met and the requirement for 1996 had been
partially satisfied.

{c

At December 31, 1993 and 1992, the Company was in compliance with all of its debt
covenants.

At December 31, 1993, sinking fund requirements and maturities of long-term debt outstand-
ing for the next five years were: $11.8 million and $.1 million in 1994; $11.4 million and
$49.6 million in 1995: $11.2 million and $50.1 million in 1996; $10.8 million and $50.0 mil-
lion in 1997: and $10.1 million and $75.0 million in 1998,

Sinking fund requirements relate primarily to the first mortgage bonds and may be satisfied by
cash or the certification of property additions equal to 16624 percent of the bonds required to
be redeemed. During 1993, annual sinking fund requirements of $.5 million were sat’ sfied by
cash and $4.8 million by certification of property additions.

Total interest costs incurred were $118.1 million in 1993, $133.9 million in 1992 and $147.2
million in 1991, Of these amounts, which included AFC, $2.0 million in 1993, 4.7 million
in 1992 and $9.3 million in 1991 were capitalized. Debr discount or premium ind related
issuance expenses are amortized over the lives of the applicable tssues.
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D. ReceivasLes

E. Leases

In 1992, Duquesne was involved in the issuance of $419.0 million of coilateralized lease bonds,
which were onginally issued by an unaffiliated corporation for the purpose of partially financ-
ing the lease of Beaver Valley Unit 2. Duquesne is also associated with a letter of credit securing
the lessors’ $188 million equity interest in the unit and certain tax benefits. If certain specified
events occut, the letter of credit could be drawn down by the owners, the leases could terminate
and the bonds would become direct obligations of Duguesne.

The pollution control notes arise from the sale of bonds by public authorities for the purposes
of financing construction of pollution control facilities at Duquesne’s plants or refunding previ-
ously issued bonds.

Dugquesne is obligated to pay the principal and interest on the bonds. For certain of the pollu-
tion control notes, there is an annual commitment fee for an irrevocable letter of credit. Under
certain circumstances, the letter of credit is available for the payment of interest on, or redemp-
tion of, a portion of the notes. In June 1993, $25 million of pollution control notes were
issued: the proceeds were used to reimburse Duquesne for pollution control expenditures related
to the Beaver Valley plant. In August 1993, pollution control notes totaling $20.5 million were
refinanced at lower interest rates.

At December 31, 1993, the fair value of the Company’s long-term debr and redeemable prefer-
ence stock approximated the carrying value, The fair value of the Company's long-term debr
and redeemable preference stock was estimated on the basis of (a) quoted market prices for the
same or similar issues or (b) current rates offered to the Company tor debr of the same remain-
ing maturities,

An arrangement between Dugquesne and an unaffiliated corporation entitles Duquesne to sell,
and the corporation to purchase, up to $100 million of Duquesne’s accounts receivable. At
December 31, 1993 and 1992, Duquesne had sold $7.1 million and $66.3 million of electric
customer accounts receivable and $1.9 million and $9.7 million of CAPCO receivables, respectively,
to the unaffiliated corporation. The sales agreement includes a limited recourse obligation
under which Duquesne could be required to repurchase certain of the receivables. The maxi-
mum amount of Duquesne’s contingent liabiliry was $2.8 million at December 31, 1993,

Orther receivables in the Consolidated Balance Sheet of DQE include receivables of DQE's other
subsidiaries. These receivables amounted to $31.8 million and $1.0 million at December 31,
1993 and 1992, respectively.

Duquesne leases nuclear fuel. a portion of a nuclear generating plant, office buildings, computer
equipment and other property and equipment.

Capital Leases a! December 31

1993 1992

(Amounts in Thousands of Dollary)

Nuclear fuel N $136.755  $169.837
Electric plant 41,045 42,335
. Towd "' ' 177,800 212,172
Less accumulated amortization (B4,717) (101,860)
Property Held Under Capital Leases — Net (a) $ 93,083  $110312

(@) Includes $3,492 in 1993 and $3,782 in 1992 of capiral leases with associated obligations retired,

In 1987, Dugquesne sold its 13.74 percent interest in Beaver Valley Unir 2; the sale was exclu-
sive of transmission and common facilities. The total sales price of $537.9 million was the
appraised value of Duquesne’s interest in the property. Duquesne subsequently leased back its
interest in the unit for a term of 29.5 years. The lease provides for semiannual payments and is
accounted for as an operating lease. Duquesne is responsible under the terms of the lease for all
costs of its interest in the unit. In December 1992, Duquesne participated in the refinancing of



collateralized lease bonds originally issued in 1987 for the purpose of partially financing the
lease of Beaver Valley Unit 2. In accordance with the Beaver Valley Unit 2 lease agreement,
Duquesne paid the premiums of approximately $36.4 million as a supplemental rent payment
0 the lessors. This amount was deferred and is being amortized over the remaining lease term.
\t December 31, 1993, the balance was approximately $34.9 million.

Leased nuclear fuel 1s amortized as the fuel is burned. The amortization of all other leased prop-
erty is based on rental payments made. Payments for capital and operating leases are charged to
operating expenses on the statement of consolidated income.

Summary of Renlal Paymenls

1993 1992 199

(Amounts in Thowusands of Dollars)
Operating leases 7 - 857,398 § 04986 $ 65414
Amortization of capital leases 28,758 43,119 39,323
Interest on capital leases 5,382 7 K80 10,057
 Total Remtal Paymenss C S91538  $115985  $114,79

Future minimum lease payments foi capital leases are related principally to the estimated use of
nuclear fuel financed through leasing arrangements and building leases. Minimum payments
for operating leases are related principally to Beaver Valley Unit 2 and the corporate
headquarters

Fulure Minimum Lease Paymenls

Operating Leases  Capital Leases

Year Ended Diecemiber 31, (Amownts v Thowsands of Dollars)
o4 S s34 $ 39500
1995 51,970 24,987
1996 51,949 13,811
1997 51,836 8,041
1998 51,711 4,749
1999 and thereafter 976,176 28,278
Total Minimum Lease Payments _ " CSL237000 119366
Less amount rrprcscn(irxl;;-ilx;c;ea-u T (29.775)

Present vakue of minumum lease payments for capital leases $ 89,591

Future payments due to the Company, as of December 31, 1993, under subleases of ins corpo-
rate headquarters space are approximately $1.7 million in 1994, #3.4 million in 1995 and
$24.9 million thereafter.

The Company, through its Montauk subsidiary, is the lessor in five leveraged lease arrangg-
ments involving manutacturing equipment, mining equipment, rail equipment and natural

gas processing equipiment. These leases expire in various years beginning 2001 through 2012,
The residual value of the equipment, which belongs to the Company after the leases expire, is
estimated to approximate 14 percent of the original cost. The Company’s aggregate equity
investment represents 22 percent of the aggregate original cost of the property and is secured by
guarantees of cach lessee’s parent or affiliate. The remaining 78 percent was financed by non-
recourse debr provided by lenders who have been granted, as their sole remedy in the event of
default by the lessees, an assignment of rentals duc under the leases and a security interest in the
leased property. This debt amounted 10 $143.5 million ar December 31, 1993,
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G. SHorT-Team BorrowInG
AND RevoLving Crenit
ARRANGEMENTS

H. CHaNGES N
Waonking Capirac
Orxen Than Casu

Total income taxes differ from the amount computed by applying the statutory federal income
tax rate to income before income taxes, preferred and preference dividends of subsidiary and
before the cumulative effect of changes in accounting principles.

Income Tax Expense Reconciliation

1993 1992 1991
{Amounts in Thousands of Dollars)
Computed federal income tax a statutory rate $ 83,247 $ 88,355 $ 83,704
Increase (decrease) in taxes resulting from:
Tax audit settlernent (15,000) gnic yua
Excess of book over tax depreciation 7,162 3,830 5,333
State income taxes, net of federal income tax benefit 18,101 18,140 15,079
Amortization of deferred investment tax credits (6.006) (5.969) (5,787)
Orther — net (251) 4,584 3,493
" Total Income Tax Expense $ 87253 $108940  $101,822
Sources of Deferred Tax Expense
1993 1992 1991

(Amounts in Thousands of Dollars)

Sources of income taxes deferred and the related rax effects were:

Excess of tax depreciation $ 19,141 $ 25.188 $ 20957
Deterred revenues recorded/ (recovered) for book purposes (37,576) (30,702) (21,240)
Allowance for uncollectible accounts (2,890) 9,760 (5,930)
Fuel costs 4,829 (10,820) 1,047
Loss on early retirement of debr 9,798 20,999 (166)
Other - net (19.601)  (10,775) (7,855)
Total Deferved Income Tax Expense (Benefit) $(26,299) § 3,650 $(13,187)

The Company, through its subsidiaries, has, with banks, extendable revolving credit agreements
totaling $278.5 million. Expiration dates vary during 1994, Interest rates can, in accordance
with the option selected at the time of each borrowing, be based on prime, federal funds,
Eurodollar or CD rates. Commitment fees are based on the unborrowed amount of the
commitments.

There were no short-term borrowings during 1992. During 1993 and 1991, the maximum
short-term bank and commercial paper borrowings outstanding were $36 million and $66 mil-
lion; the average daily short-term borrowings outstanding were $9.9 million and $11.0 million;
and the weighted average daily interest rates applied to such borrowings were 3.91 percent and
6.36 percent, respectively. At December 31, 1993, short-term oorrowings were $36 million.
There were no short-term borrowings at December 31, 1992 o1 1991.

Changes in Working Capital Other Than Cash, Net of Effects From Purchase of Chester Environmental. Inc.

1993 1992 1991
(Amounts in Thowsands of Dollars)
Accounts receivable $(103,188) $64.088 $(53,829)
Matenials and supphies 13,635 (4,151) (3,122)
Orher current assets 4.631 7.140 (8,084)
Accounts payable (7.961) (8,818) (827)
Other current labilities (18,794) (9.589) 22812
Total S$(111,677) $48.670 $(43.050)
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Retirement Plans

The Company maintains retiremenit plans to provide pensions for all full-time employees.
Upon retirement, an employee receives a monthly pension based on his or her length of service
and compensation. The cost of funding the pension plan is determined by the unit credit actu-
arial cost method. The Company’s policy is to record this cost as an expense and to fund the
pension plans by an amount that is at least equal to the minimum funding requirements of the
Employee Retirement Income Security Act (ERISA) but not to exceed the maximum tax
deductible amount for the year. Pension costs charged to expense or construction were $9.8
million for 1993, $11.4 million for 1992 and $11.2 million for 1991.

Funded Status of the Retirement Plans and Amounts Recogaized on the Consolidated Balance Sheet
of DOE at December 31

1993 1992 1991
(Amovints in Thousands of Dollars)

Actuarial present value of benefits rendered to date:

Vested benetits $321.249 $287.360 $279917
Non-vested benefirs 10,826 16,252 14,294
Accumulated benefi: obligations based on B

compensation to date 338,075 303,612 294,211
Additional benefits based on estimated furare salary levels 74718 77057 64,919
Projected beneht obligation 412,793 380,629 359,130
Fair marker value of plan assets 434,384 411,440 392,027
Projected benefit obligation under plan assets $ 21,57 $ 30,811 $ 32,897
Unrecognized net gain $ 80411 $ 81971 § 86,695
Unrecognized prior service cost (21,449) (20,84K) (22,317)
Unrecognized net transition liability (19,289) (21,102) (22,913)
Net pension liability per balance sheet (18,082) (9,210) (8,508)

ol $ 21591 § 30811 8§ 32897

Assumied rate of rerurn on plan assets B.00% 8.00% 7.50%
Discount rate used to determine projected benehit

obligation 7.00% 7.50% 7.50%
Assumed change in compensation levels 5.25% 5.75% 5.75%

Pension assets consist primarily of common stocks, United States obligations and corporate
deb securities.

Components af Net Pension Cos!

1993 1992 1991

(Amownts 1n Thowsanes of Dollars)
Service cast (Benefits earned during the year) S 1657 $ 11397  § 9911
Interest on projected benefit obligation 27423 26,390 24,705
Return on plan assets (41,725) (26,736) (80,716)
Net amortization and deferrals 12,454 325 57.319
Net Pension Cost $ 9809 $ 11376 8 11,219

Retirament Savings Plan and Dther Benelit Options

The Company sponsors separate 401 (k) retirement plans for its umion-represented employees
and its management employees. The 401(k) Retirement Savings Plan for Management
Employees provides that the Company will match employee contributions to a 401 (k)



account up to a maximum of 6 preent of his or her eligible salary. The Company match con-
sists of a $.25 base match and an additional $.25 incentive match, if targets approved by the
Company’s board of directors are met. The 1993 incentive target was met. The Company is
funding 1ts matching contributions with contributions to an ESOP established in December
1991, (See Note C.)

DQE sharcholders have approved a long-term incentive plan through which the Company may
grant management employees options to purchase, during the years 1987 through 2003, up 10
a total of five million shares of DQE common stock at prices equal to the fair market value of
such stock on the dates the options were granted. At December 31, 1993, approximately 2.9
million of these shares were available for future grants.

As of December 31, 1993, 1992 and 1991, respectively. active grants totaled 1,204,000;
848.000; and 1,278,000 shates, Exercise prices of these options ranged from $12.3125 to
$34.1875 at December 31, 1993 and from $12.3125 to $28.75 at December 31, 1992 and
1991, Expiration dates of these grants ranged from 1997 to 2003 at December 31, 1993; from
1997 to 2002 at December 31, 1992; and from 1997 to 2001 at December 31, 1991, As of
Diecember 31, 1993, 1992 and 1991, respectively, stock appreciation ng,,hts (SARs) had been
t.,rmud in connection with 800,000; 623,000; and 822,000 of the options uumandlng Dur-
ing 1993, 103,000 SARs were exercised; 16,000 oprions were exercised at prices ranging from
$12.3125 1o $28.375; and 52,000 options lapsed. During 1992, 108,000 SARs were exercised;
50.000 options were exercised at prices ranging from $12.3125 to $26.375; and 59,000
optons lapsed. During 1991, 229,000 SARs were exercised; 11,000 options were exercised at
$12.3125; and 48,000 options lapsed. Of the active grants at December 31, 1993, 1992 and
1991, respectively, 578,000; 232,000; and 541,000 were not exercisable.

Olhez Posmmamcnf Bencm:

In addition to pension benefits, the C nmpan) prov vides certain health care benefits and life
insurance for some retired employees. Substantially all of the Company’s full-time employees
may, upon attaining the age of 55 and meeting certain service requirements, become eligible for
the same benefits available to retired employees. Participating retirees make contributions,
which are adjusted annually, to the health care plan. The life insurance plan is non-contributory.
Company-provided health care benefits terminate when covered individuals become eligible for
Medicare benefits or reach age 65, whichever comes first. The Company funds actual expendi-
wures for obligations under the plans on a "pay-as-you-go basis." The Company has the right to
maodify or terminate the plans.

As of January 1, 993, the Company adopted Statement of Financial Accounting Standards
Number 106, E nployers’ Accounting for Postretirement Benefits Other Than Pensions, which
requires the actuarially determined costs of the aforementioned postretirement benefits to be
accrued over the period from the date of hire until the date the employee becomes fully eligible
for benefits. The Company has adopted the new standard prospectively and has elected to
amortize the transition liability over 20 years.

In prior years, the Company recognized the cost of providing postretirement benefits by
expensing the contributions as they were made. Costs recognized under this method in 1992
approximated $1.2 million. The new accrual method increased the cost recognized for provid-
ing postretirement benefits to approximately $6.0 million,

Componnm of Pasmmcmml L‘ns!

1993
(Amounts i Thowsands of Dollars)
Service cost (Benefies carned during the period) $1,779
Interest cost on accumulated benefit obligation 2,497
Amumuuon of the transition nbh@‘.mnn OVer twenty years 1,700
) T;;fpu};u}};m Cost T ks
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J. Rate Marrens

The accumulated postretirement benefit obligation comprises the present value of the estima ed
future benefits payable to current retirees and a pro rata portion of estimated benefits payable to
active employces after retirement.

Funded Status of Postretirement Plan and Amounts Recognized on the Consolidated Balance Sheet

ol DOE at December 31. 1993

(Amounts i Thewsands of Dollurs)

Actuarial present value of benefits:

Retirees 5 4,830
Fully eligible active plan participants 3.482
Other active plan participants 24,170
Accumulated postretirement benefit obligation 32,482
Fair market value of plan assets 0
Accumulared benefit obligation in excess of plan assets $(32,482)
r‘:lra.cwli7cd net loss $ (22
Unrecognized prior service cost 4383
Unrecognized net transition liability (32,296)
Postretirement liability per balance sheet (4,447)

Total $(32,482)

For measurement purposes, a 10.5 percent increase in the cost of covered health care benefits
was assumed as of January 1, 1993, This rate is assumed to decrease to 5.5 percent by 1999 and
remain at that level thereafter, The health care cost trend rate assumption has a significant effect
on the amounts reported. A 1 percent increase in the health care cost trend rate would increase
the accumulated postretirement benefit obligation by $4.0 million at January 1, 1994, and the
net annual cost by $0.6 million for the year. The weighted average discount rate used in deter-
mining the accumulated postretirement benefit obligation was 7 percent,

1987 Rate Case

In March 1988, the PUC adopted a rate order that increased Duquesne’s annual revenues by
$232 million. This increase is being phased in trom April 1, 1988 through April 1, 1994, Defi-
ciencies which resulted from the phase-in plan in current revenues from customers have been
included in the consolidated income statement as deferred revenues. Deferred revenues have
been recorded on the balance sheet as a deferred asset for future recovery. As customers are
billed tor deficiencies related to prior periods, this deferred asset is reduced. As designed, the
phase-in plan provides for carrying charges (at the after-tax AFC rate) on revenues deferred

for future recovery. Since April 1993, Duquesne has not recorded additional carrying charges
ot the deferred revenue balance. Duquesne had recovered previously deferred revenues and
carcying charges of $285.9 million as of December 31, 1993, Phase-in plan deferrals of $28.6
million remained unrecovered as of that date. Duquesne expects to recover this remaining unre-
covered balance by the end of the phase-in period.

At this time, Duguesne has no pending base rate case and has no immediate plans to file a base
Fare casce.

Deterred Rate Synchronization Costs

In 1987, the PUC approved Duquesne’s petition to defer initial operating and other costs of
Perry Unit 1 and Beaver Valley Unit 2. Duquesne deferred the costs incurred from November
17, when the units went into commercial operation, until March 25, 1988 when a rate order
was issued, Inits order, the PUC deferred ruling on whether these costs would be recoverable
from ratepayers. At December 31, 1993, these costs totaled $51.1 million, net of deferred fuel
savings related to the two units. Duquesne is not earning a return on the deferred costs.




Dugquesne believes that these deferred costs are recoverable. In 1990, another Pennsylvania
utility was permitted recovery, with no return on the unamortized balance, of similar costs over
a 10-year period.

oa{med tnergy Com

Dugquesne defers fuel and other energy costs for recovery in subsequent years through the ECR.
The deferrals reflect the ditference between the amount that Duquesne is currently collecting
trom customers and 11s acrual fuel costs. The PUC reviews Duquesne’s fuel costs annually, for
the fiscal year April through March, against the previously projected fuel costs and adjusts the
ECR for over- or under-recoveries and for two PUC-established coal cost caps.

The PUC has established market price coal cost standards tor all Pennsylvania utilities that have
interests in mines that supply coal to their generating stations. Duquesne is subject to two such
standards. One applies only to coal delivered ar the Mansfield plant. The other, the system-
wide coal cost standard, applies to coal delivered to the remainder of Duquesne’s system. Both
standards are updated monthly to reflect prevailing market prices for similar coal. The PUC has |
directed Duquesne 1o defer recovery of the deliversd cost of coal to the extent that such cost
exceeds generally prevailing market prices, as determined by the PUC, for similar coal. The |
PUC allows deferred amounts to be recovered from customers when the delivered costs of coal
fall below such PUC-determined prevailing marker prices.
In 1990, the PUC approved a joint petition for settlement that clasified certain aspects of the
system-wide coal cost standard and gave Duquesne options to extend the standard through ‘
Y R 2000. In December 1991, Duquesne exercised the first of two options that extended the

v through March 1996, The unrecovered cost of coal used at Mansfield amounted to
« allion and the unrecovered cost of coal used throughout the system amounted to $8.8
million at December 31, 1993. Duquesne believes that all deferred coal costs will be recovered.

Warwick Mire Costs

The 1990 joint petition for sertlement (See preceeding section on deferred energy costs.) also
recognized costs at Duquesne’s Warwick Mine, which had been on standby since 1988, and
allowed for recovery of such costs, including the costs of ultimately closing the mine. In 1990,
Duquesne entered into an agreement under which an unaffiliated company will operate the
mine until March 2000 and sell the coal produced. Production began in late 1990. The mine
reached a tull production rate in early 1991, The Warwick Mine coal reserves include both high
and low sulfur coal: the sulfur content averages in the mid-range at 1.7 percent - 1.9 percent
sulfur content. More than 90 percent of the coal mined at Warwick currently is used by
Duquesne. Dugquesne receives a royalty on sales of coal in the open market. The Warwick Mine
currently supplies less than one-fifth of the coal used in the production of electricity at the
plants operated by Duguesne and those owned by CAPCO.

Costs at the Warwick Mine and Duquesne’s investment in the mine are expected to be recov-
ered through the ECR. Recovery is subject to the system-wide coal cost standard. Duquesne
also has an opportunity to earn, through the ECR, a return on its investment in the mine
during the penod, including extensions., of the system-wide coal cost standard. At December 31,
1993, Duqucsnc‘s net investment in the mine was $24.5 million. The estimated current
hability for mine dlosing (including final site reclamation, mine water treatment and certain
labor liabilities) is $33.0 million and Duquesne has collected approximately $8.9 million
toward these costs.

Property Held for Future Use

In 19806, the PUC approved Duquesne’s request to remove the Phillips and most of the Brunot
Island (BI) power stations from service and place them in cold reserve. Duquesne’s capitalized
costs and net investment in the plants at December 31, 1993 totaled $130 million. (See Note L)

On December 8, 1993, the New Jersey Board of Regulatory Commissioners (BRC) denied a
request by General Public Utilities” (GPU) subsidiary Jersey Central Power and Light Company
for appmval of the long-term power purchase and operating agreements, originally signed in
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1990, between GPU and Duquesne and further amended carlier in 1993, The BRC rejected an
administrative law judge’s recommended decision that the project be approved and, within
hours of the BRC decision, GPU terminared its participation in the project. In view of GPU's
decision not to proceed, Duquesne terminated its participation in the project and in the PUC
transmission hine siting proceeding. During the fourth quarter of 1993, Duquesne recognized a
charge of approximately $15.2 million for its investment in this abandoned GPU transmission
line project.

Duquesne expects to recover its net investment in these plants through future sales. Phillips and
BI represent licensed, certified, clean sources of electricity that will be necessary to meet
expanding opportunities in the power markets, Duquesne believes that anticipated growth in
peak load demand for electricity within its service territory will require additional peaking
generation. Duquesne looks to Bl to meet this need. The Phillips Power Plant is an important
component in meeting market opportunities to supply long term bulk power. Recent legislation
may permit wider transmussion access to these long term bulk power markets. In summary,
Duquesne believes its investment in these cold-reserved plants will be necessary in order to
meet future business needs. If business opportunities do not develop as expected, Duquesne
will consider the sale of these assets. In the event that market demand, transmission access or
rate recovery do not support the utilization or sale of the plants, Duquesne may have to write
off part or all of their costs.

Consituction

Duquesne estimates that it will spend approximately $110 million on construction during
1994. Construction expenditures are estimated to be $70 million in 1995 and $80 million in
1996. These amounts exclude AFC, nuclear fuel and expenditures for possible early replace-
ment of steam generators at the Beaver Valley Station.

Westinghouse Lawsuit

The CAPCO companies are owners of various portions of Beaver Valley Units 1 and 2. In 1991,
the CAPCO companies filed suit against Westinghouse Electric Corporation (Westinghouse) in
the United States District Court for the Western District of Pennsylvania. The suit alleges that
six steam generators supphied by Westinghouse for the two units contain serious defects — in
particular defects causing tube corrosion and cracking. The Company is seeking monetary and
corrective reliet. Steam generator maintenance costs have increased as a result of these defects
and are likely to continue increasing. The condition of the steam generators is being monitored
closely. If the corrosion and cracking continue, replacement of the steam generators could be
required prior to the ends of their 40-year design lives. The Company is continuing to conduct
a corrective mantenance program and to explore longer term options, including replacement of
the steam generators. While the Company has no current plans to replace the steam generators
and has not yet completed a detailed, site-specific study, replacement cost per unit is estimated
to be between $100 million and $150 million. (Other utilities with similar units have replaced
steam generators at costs in this range.) The Company cannot predict the outcome of this mar-
ter; however, the Company does not believe that resolution will have a materially adverse effect
on the Company’s financial position or results of operations, The Company’s percentage inter-
ests (ownership and leaschold) in Beaver Valley Unit 1 and in Beaver Valley Unic 2 are 47.5
percent and 13.74 percent, respectively. The remainder is held by the other CAPCO companies.
Duquesne operates both units on behalf of the CAPCO companies.

Nuclear Insurance

The CAPCO companies maintain the maximum available nuclear insurance for the $5.9
billion tctal investment in Beaver Valley Units 1 and 2. The insurance program provides $2.7
billion for property damage, decommissioning, and decontamination hiabilities. The CAPCO
companies have similar property insurance for the $5.4 billion total investment in Perry Unit 1.
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Dugquesne would be responsible for its share of any damages in excess of insurance coverage. In
addivon, if the property damage reserves of Nuclear Electric Insurance Limited (NEIL), an
industry mutual, are inadequate to cover claims arising from an incident at any United States
nuclear site covered by that insurer, Duquesne could be assessed retrospective premiums of as
much as $6.5 million for up to seven years.

The Price-Anderson Amendments to the Atomic Energy Act limit public liability from a single
incident at a nuclear plant w $9.4 billion. Duquesne has purchased $200 million of insurance,
the maximum amount available, which provides the first level of financial protection. Additional
protection of $8.8 billion would be provided by a1 assessment of up to $75.5 million per
incident on each nuclear unit in the United States. Duquesne’s maximum total assessment,
$56.6 million, which is based upon its ownership interests in nuclear generating stations, would
be limited to a maximum of $7.5 million per incident per year. A further surcharge of 5 percent
could be levied if the total amount of public claims exceeded the funds provided under the
assessment program. Additionally, a premium tax of 3 percent would be charged on the assess-
ment and surcharge. Finally, the United States Congress could impose other revenue-raising
measures on the nuclear industry if funds prove insufficient to pay claims.

Duquesne carries extra expense insurance; coverage includes the incremental cost of any
replacement power purchased (in addition to costs that would have been incurred had the units
been operating) and other incidental expense atter the occurrence of certain types of accidents
at the Company’s nuclear units. The amounts of the coverage are 100 percent of the estimated
extra expense per week during the 52-week period starting 21 weeks after an accident and 67
percent of such estimate per week for the tollowing 104 weeks, The amount and duration of
actual extra expense could substantially exceed insurance coverage.

Guarantees

Duquesne and the other CAPCO companies have guaranteed certain debt and lease obligations
related to a coal supply contract for the Bruce Mansfield plant. At December 31, 1993,
Duquesne’s share of these guarantees was $35.2 million. The prices paid for the coal by the
CAPCO companies under this contract are expected to be sufficient to meet debt and lease
obligations to be satisfied in the year 2000. (See Note ].) The minimum future payments to be
made by Duquesne solely in relation to these obligations are $6.9 million in 1994, $6.6 million
in 1995, $6.3 million in 1996, $5.9 million in 1997, $5.6 million in 1998, $5.3 million in
1999 and $4.1 million in 2000. Duquesne’s total payments for coal purchased under the con-
tract were $26.5 million in 1993, $25.2 million in 1992 and $32.6 million in 1991,

Residuat Waste Management Regulations

In July 1992, the Pennsylvania Department of Environmental Resources (DER) issued residual
waste management regulations governing the generation and management of non-hazardous
waste. Duquesne is currently conducting tests and developing compliance strategies for these
regulations. Capital compliance costs are estimated, on the basis of currently available informa-
tion, at $10 million through 1995. Through the year 2000, the expected additional capital cost
of compliance, which is subject to the results of ground water assessments and DER final
approval of compliance plans, is approximately $25 million.

Other

The Company is involved in various other legal proceedings and environmental matters. The
Company believes that such proceedings and matters, in total, will not have a materially adverse
effect on wts financial position or results of operations.

In addition to its wholly owned gencrating units, Duquesne, together with other electric utili-
ties. has an ownership or leaschold interest in certain jointly owned units. Duquesne is required

to pay its share of the construction and operating costs of the units. Duquesne’s share of the
operating expenses of the units s included in the statement of consolidated income.
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Generating Units al December 31, 1883

Net
Percentage Uhility Fuel
Unit Interest Megawatts Plant Source
{Millions of Dollars)
Cheswick 100.0 570 $ 1244 Coal
Elrama (a) 100.0 487 9.7 Coal
Fr. Martin | 50.0 276 39.2 Coal
Eastlake 5 31.2 186 46.9 Coal
Saminis 7 31.2 187 54.7 Coal
Bruce Mansheld 1 (a) 29.3 228 65.3 Coal
Bruce Mansfield 2 (a) 8.0 62 17.5 Coal
Bruce Mansheld 3 (a) 13.74 110 51.0 Coal
Beaver Valley 1 (b) 475 385 262.3 Nuclear
Beaver Valley 2 (c)(d) 13.74 113 15.5 Nuclear
Beaver Valley Common
Facilities 169.5
Perry 1 (e) 13.74 164 6087 Nuclear
Brunot Island 100.0 66 7.4 Fuel Oil
Total 2,834 1,554.1
Cold-reserved units.
Brunot Island 100.0 240 44.5 Fuel Oil
Phillips (a) 100.0 300 78.0 Coal
Total Generating Units 3374 $1.676.6
a unit is equi with flue gas desulfurization equipment.
zb; Tl"kcc NRC hi:lsugm‘eldal a liccnscglat')(d u te dl:uughc?anmy 2016.

(c) On Oxctaber 2, 1987 Duquesne sold its 13.74 percent interest in Beaver Valley Unit 2; the sale was exclusive of
ransmission and common facilities. Amounts shown represent facilities not sold and subsequent leaschold

improvemnents.

d) The NRC has granted a license to operate through May 2027,
Ec) The NRC has gr:ntcd a license 1o ogmc through Ma:’ch 2026.

Summary of Selected Quarterly Financial Data (thousands of dollars, excepl per share amounts)

[The quarterly data reflect seasonal weather vaniations in Duquesne’s service territory. )

1993 (a) First Quarter  Second Quarter  Third Quarter  Fourth Quarter
Operating Revenues $286,743 $278,731 $336,488 $293,598
Operating Income 60,450 61,762 68,616 62,372
Income Before Cumalative Effect
on Prior Years of Changes in
Accounting Principles 31,839 33017 48,294 28,257
Net Income Mal4 REN ] g 48,294 28,257
Earnings Per Share 65 02 91 54
Stock price:
High 364 36 37 307
Low 3 32% 34 32
1992
Operating Revenues ih) $299.596 $291,803 $316.613 $286,192
Operating Income (b 63,131 59,396 74,941 58,447
Net Income 33,863 30,488 45877 31,290
Earnings Per Share 64 58 86 .59
Stock price:
High 300 3002 32 32%
Low 267% 27V 29% 30%

(a) Fourth quarer 1993 resules included the effects of a $15.2 million charge for the write-off of Duguesne’s
investment in abandoned transmission line project (See Note |.) and a $14.6 million reduction of taxes other
than income as a result of 4 favorable resolution of tax assessments.

() Restated 1o conform with presentations adopred during 1993,



SELECTED FINANCIAL DATA

1990 1980 1988

$1,044.314 § 947121 $ BGT.141
10,784 96,287 117,544
78.010 75,879 76,132

1133108 1119283 1060817

Amounts in Thowsands of Dollan. 1993 1992 1991
Sdectcdlnmmt&tmtllems ] el -y
Operating Revenues:
Courrent revenues from customers $1,175,024 $1,'80.707  $1,181.332
Deferred customer revenues (100,315) (18,201) (78,344)
( dher revenues 12() BSI i I 0Y8 100,846
Total Operating Revenues 1195560 1,199,204 1.203834
Operating Expenses:
Fuel and purchased power 220,928 265,40 250,755 219,511 215,043 228,172
Onher operating &

MANTENANCE expenses 399,363 362,04 375,026 366,349 356,120 341,942
Dieprecration and amortization 142,657 127,92 119,264 122,251 119,376 111,023
Income and other taxes l"‘).ﬂlll 182,926 191,865 157,819 158,865 135,338
 Operating Income C 253200 255915 200924 07078 269879 244342

Oxher Income, excluding Al 7,796 15.980 6,984 11,275 8,050 47,723

Total APC. (debt and equiry) 1.595 4,894 4273 2934 2,872 3.027

Less Interest and Ober Charges 121,184 135,271 144,616 159,715 167,799 176,526

Cumulative Effect on Prior Years of
( lunpz« i Ac counting l’nm iples 2 5"' - -
Net Income 5 143982 3 141518 § 153565
Earnings Per Share e~ IR 7Y R Y
Selected Balance Sheet ltems 4t gt iy g BT
Property, plant & equipment - et $3.118,766  $3,015694  $3,035.115
Total assers $4,574,041 33787698  $3,860,081
Capitalization:
Common stockholders’ equity $1,230,583  $1.171460  $1.111,121
Preterred and preference stock 133,128 132,009 137,343
| L ong-term debt l 41(:,‘)‘)8 1,413,001 1420726
Total Capitalization 82, 80, 09 82716, /m" 52,669,190
(llpi(diulinnﬁl—ht‘hs T Wi O S AT T
Common stockholders” equiry 44.2% 43.1% 41.6%
Preferred and preference stock 4.8% 4,99 5.2%
lnn;, term debt 51.0%, 52.0% 53.29%

lM(Apttdxumm A C1000% lUﬁ()"mb O 1000%

Raw of Earnings to Fived Clnnxm (prr-w:) 293 .. 213 200
Selected Common Stock Information P S T
Shares Oumndmg {In thovysands):

Year-end 53,012 52,950 52905

Average 52,979 52,913 53,39
Davidends declared (/n thowsands) $86,089 $81.,491 £78.040
Diadends patd per share $1.60 $1.52 $1.44
Dividend pavout ratio S8.8% 56.9% 57.6%
Price earnings ratio at vear-end 1.7 12:1 12.3
Dividend vield ar year-end 4.6 5.0% 5.000
Rﬂum on aver Agt CommMon equiry 12.0% 1.2.4% 1.1.2%

$ I’l(n"‘ $ IH()()’ $ 118'3(;()

$3.040,562  $3,055,039  $3.065922
$3.843,205  $3,841.495  $3.799.334

$1,079,141 $1.066,190  $1,070,575
189,093 219,991 244,816
1,501,295 l 540,329 1,550,231

S’ ﬂ(»‘) 52 “) $ 8 ’(r 5 IU $2.865 (»Z-

39.09% 37.7% 37.4%
6.8% 7.8% 8.5%
S4, 2% 54.5% 54, 1%
I()() ““i) 100 (7% 100 0%
T80 17
53,759 59,340 57,831
544482 55.79%0 063,748
$74,972 $72.397 $77.571
$1.36 $1.28 $1.20
60, 7% 63.1% (4 5%
11.1 11.8 10.1
5.8% 5. 7% 6.8%
11.3% |“ 6"0 10.4%




2
SELECTED OPERATING DATA
|
: . T 1992 1991 1990 1989 1988
Sales of Eleatriciy: o o
Average annual residential
Kilowait-hour use 6,201 5,901 6,331 5,953 6,060 6,168
Flectric energy sales billed s -
(mthons of KWH):
Resicential 3,231 3069 5,285 3,078 3119 3,156
Commercial 5,490 5358 5.450 5,236 5,145 5,055
Inclustrial 3,046 3,059 3.042 3,296 3,221 3.302
Miscellancous 84 83 K4 84 84 ul
'. | Towl Sales o Customers 11851 11569 11801 11,694 11,569 11,604
 Sdeswootheruiliies 2821 4.060 2979 1,830 2,100 2716
|  Totel Sales 0000 n.‘ E 629 14840 13.524 13,669 14,320
Percentage Change in Energy Sales:
Residential 5.3 {6.6) 6.7 (1.3 (1.2) 30
Commercial 25 (1.7) 4.1 1.8 1.8 32
Industrial (0.4) 7.7) 23 2.5) 13.2
Mmclhnmus 1.2 1:3) _— — (7.7} (7.1}
Total Sales to Customers ) 24 Q2% 14w 0.3) 5.7
 Sdeswotherwilies (305 %63 628 (129) @27 120
Total Sales {6.1) 53 9.7 (.1 (4.5) 6.8
Energy Supply and Production Data: I
Energy supply (mullions of K\WH):
Net generation — system planis
(net of Company use and losses) 14,056 15,074 14,220 13,206 13,455 14,144
Purchased and net inadvertent power 616 555 620 258 214 176
Total Energy Supply 14672 15629 14,840 13,524 13,669 14.320
Gencrsing apablliey MWH 2834 2,834 2835 2835 2,835 2,836
Peak load (MWs) 2,499 2308 2,402 2,379 2,381 2372
Cost of fuel per million BTU 143.65¢ 140.15¢ 153.70¢ 149.62¢ 143,87¢ 145.74¢
BTU per kilowart-hour generated 10,437 10,370 10414 10,444 10411 10,304
Average production cost
| per kilowatt-hour 2.71¢ 2.54¢ 2.80¢ 261¢ 273 2.58¢
Number of Customers - End of Year: o NS
Residential 522,353 521,152 520,016 518,322 516,801 513,760
Commercial 52,910 52,839 52,617 52,330 51,950 51,456
Industrial 1,995 1,987 2,004 2,026 2023 2,017
Orher 1.866 1,833 1.891 1,847 1,818 1,828
T.u‘a-nm 579,124 577811 576,528 §74,525 572,592 569,061
' 42
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A RN 49, DQE Chairman of the Board, President and Chief Executive Officer:
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(UL VR TERTTYRE 4 1. [DYOQE Vice President; Duquesne Light Executive Vice President since
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STTETCRM NI 45 DOE Vice President since 1991; previously a senior banker with Bear,

Stearns & Cov, Inc.; a vice president for Planmetrics, Inc.; and an investment banker with Merrill

Lynch & Co., Inc.
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for Consumers Power Corpany, including Executive Director of Financial Planning and Projects.

Diane S. EismonT, 49
Secretary

Ravmono H. Panza, 43
Controller

WesLey W. von ScHack, 49

Chatrman of the Board,
President and
Chief Executive Ofticer

Davio D. MARSHALL, 41
Fxecutive Vice President

Gary L. ScHwass, 48
Vice President, Finance
and Chief Financial Officer

Rocer D, Beck, 57

Vice President, Marketing
and Customer Services

Gary R. BRANDENBERGER, S0
Vice President, Power Supply
Freperick S. POTTER, 48
President

Anthony J. ViLuiot, 47
Vice President,

[reasurer and Controller

Gary L. ScHwass, 48
"lv\idcm

James D, MITCHELL, 42
Vice President and Treasurer

James D. MiTcHELL, 42
Assistant Treasurer

Morcan K. O'Brien, 33
Assistant Controller

Witniam J. DeLeo, 43
Vice President, Corporate
Performance and
Information Services

Dianna L. Green, 47
Vice President,
Administrative Services

Jouwn D. Sigser, 54
Vice President, Nuclear

Eowyna G. ANDERSON, 04
General Counsel

Diane S. EismonT, 49
Secretary

Tuomas A. HuRKMANS, 28
Vice Prestdent

DownaLo J. CLavTON, 39
Vice President

Lyoia E. York, 34
Controller

JoaN S. SENCHYSHYN, 55
Assistant Secretary

James D. MiTeHeLL, 42
[reasurer

Raymonp H. Panza, 43

Controller

Downaio J. CuayTon, 39
Assistant Treasurer

Witiam F. FieLos, 43
Assistant Treasurer

Moncan K. O'Brien, 33
Assistant Controller

JOAN S, SENCHYSHYN, 55
Assistant Secretary

H. DonaLD MORINE, S0
President, Allegheny

Development Corporation
and Property Ventures, Lrd.

Jonn L. WemwHoLD, 57
Vice President,
Property Ventures, Ld.







o b,
$5& DQE



