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This combined Form 10-K is separately filed by Cenierior Energy Corporation,
The Cleveland Electric Illuminating Company and The Toledo Edison Company .
Information contained herein relating to any individual registrant {s filed by
such registrant on its own behalf. No registrant makes any representation as
to information relating to any other registrant, except that information
relating to either or both of the Centerior Utilities is also attributed to
Centerior Energy.

GLOSSARY OF TERMS

The folloving terms and abbreviations used in the text of this report are
defined as indicated:

Term Definition
AFUDC Allovance for Funds Used During Censtruction,
AMP-Ohio Ametrican Municipal Pover-Ohio, Inc., an Ohio

not-for-ptofit corporation, the members of
vhich are certain Ohio municipal electric
systems,

Beaver Valley Unit 2 Unit 2 of the Beave: VYValley Pover Station, in
vhich the Centerior Utilities have ownership
and leasehold interests,

CAPCO Group Central Area Powver toordination Group.

Centerior Energy ot Centerio: Centerior Energy Coirporation.

Centerior Syrtem Centerior Energy, the Centerior Utilities and
the Service Company .

Centerior Utilities Cleveland Electric and Toledo Edison.

(individually, Centerior

Utility)

Clean Air Act Federal Clean Air Act of 1970 as amended.

Clean Air Act Amendments November 1990 Amendments to the Clean Air
Act,

C.ean Vater Act Fedeia' WVater Pollution Contrel Act as
amended ,

Cleveland Electric The Cleveland Eleciric 1lluminating Company,

an electric utility subsidiary of Centerior
Energy and a member of the CAPCO Group.

Consol Consolidation Coal (‘ompany.
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Tern

Consumers Power

Cprp

CW1P
Davis-Besse
Detroit Edison

District of Columbia
Citcuit Appeals Court

DOE
Duff & Phelps

Duquesne

ECAR

FERC
FICA
GPU

Ludington Plant

Mansfield Plant

Moody's

Note or Notes

-

Definition

Consumers Pover Company, an electric utility
subsidiary of CMS Energy Corporation.

Cleveland Public Pover, a municipal electric
system operated by the City of Cleveland.

Construction Work in Progress.
Davis-Besse Nuclear Pover Station,
Detroit Edison Company, an electric utility.

United States Couit of Appeals for the Dis-
trict of Columbia Circuit,

United States Depar'ment of Energy.

Duff & Phelps, Incoiporated.

Duquesne Light Compary, an electric utility
subsidiary of DQE, Inc. and a membe:r of the
CAPCO Group,

East Central Area Reliability Coordination
Group.

Federal Energy Regulatory Commission.
Federal Insurance Contributions Act,

General Public Urilities Corporation, an
electric utility holding company.

Ludington Pumped Storage Power Plant, a
pumped-storage, hydro-electric generating
station jointly owned by Detroit Edison and

Consumers Power,

Bruce Mansfield Generating Plant, a coal-
fired povwer plant., in vhich the Centerior
Utilities have leasehold interests as joint
and several lessees.

Moody's Investors Se¢rvice.

Note or Notes to tlie Financial Statements in
the Centerior Energy, Cleveland Electric and
Toledo Edison Annual Reports for 1990 (Note
or Notes, where u:red, refeis to all three
companies uniess othervise specified).
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Seneca Plant

Service Company

Sixth Circuit
Appeals Court
S&P

Super fund

Toledo Edison

U.S, EPA

Definition

Seneca Pover Plant, a pumped-storage, hydro-
electric generating station jointly owned by
Cleveland Electric and Penelec,

Centerior Service Company, a service sub-
sidiary of Centerio: Energy.

United States Court of Appeals for the Sixth
Circuit,

Standard & Poor's Corporation.

Comprehensive Enviionmental Response, Com-
pensation and Liability Act of 1980 and the
Superfund Amendment!s and Reauthorization Act
of 1986.

The Toledo Edison Company, an electric
utility subsidiary of Centerior Energy and a
member of the CAPCO Group.

United States hnvironmental Protection
Agency .

- viii -
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PROBLEMS AND FINANCI1AL UNCERTAINI
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CAPCO_GROUP

Cleveland Electric and Toledo Edison are members of the CAPCO Group, a pover
pool created in 1967 with Duquesne, Ohio Edison and Pennsylvania Power. This
pool affords greater reliability and lowver cost of providing electric service
through coordinated generating unit operations and maintenance and gencrating
reserve back-up among the five companies. 1In addition, the CAPCO Group has
completed programs to construct larger, more efficient electric generating
units and to strengthen interconnections within the pool.

The CAPCO Group companies have placed in service nire major generating units,
of which the Centerior Utilities have ownership or leasehold interests in
seven (three nuclear and four coal-fired). Construction of another nuclear
generating wunit (Perry Unit 2) has been suspended (see Note 3(c)). Each
company owns, as a tenant-in-common, or leases a portion of certain of these
generating wunits, Bach company has ‘'ke right to the net capability and
associated energy of its respective ownership and leasehold portions of the
units and is, severally and not jointly, obligated for the capital and oper-
ating costs equivalent to its respective ovnership and leasehold portions of
the units and the required fuel, except that the oliligations of Pennsylvania
Pover are the joint and several obligations of tha! company and Ohio Edison
and except that the leasehold cbligations of Cleveland Electric and Toledo
Edison are join: and several. (See "Operations--Fuel Supply".) The company
in whose seivice area a generatiag unit is located is responsible for the
operaifon of that wunit for all the owners, except for the procurement of
nuclear fuel for a nuclear generating unit, Each company owns the necessary
interconnecting transmission facilities vithin its service area, and the cther
CAPCO Group companies contribute tovard fixed charges and operating costs of
those transmission facilities.

All of the CAPCO Group companies are members of ECAR, which is comprised of 28
ele~tric companies located in nine contiguous states. ECAR's purpose is to
improve reliability ot bulk pover supply through coordination of planning and
operation of member companies’ generation and transmission facilities.

CONSTRUCTION AND FINANCING PROGRAMS

Construction Program

Although the Centerior System has completed its generating unit construction
program, it is carrying on a continuous program of constructing transmission,
distribution and general facilities and modifying existing generating facil-
ities to meet anticipated demand for electric service, to comply vith
governmental regulations and to improve the environment. The Centerior
System’s integrated resource plan for the 1990s combines demand-side
management programs wvith maximum utilization of existing generating capacity
to postpone the need for nev generating wunits until later in the decade.
Demand-side management programs, such as direct Joad control, residential
appliance interlocks, curtailable load, thermal storage and energy management,
are expected to reduce peak load growth and increasc energy usage in off-peak

periods. The next increment of generating capacity to be constructed by the
Centerior Utilities 1is expected to be relatively small, 100,000-150,000-
kilowatt wunits with short construction lead times. According to the current

"

long-term integrated cesource plan, and assuming construction on Perry Unit 2
is not resumed in the interim (see Note 3(c)), the Centerlor System plans to
put into service 110,000 kilowatts of such generating capacity in 1999 o1
2000,
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Actual Estimated

19881389 1990 1992
Centerior System (Millions of Dollars)

Perry Unit 1 $ 30 8§ 6 $ 0 $ 0 s 0 § 0
Beaver Valley Unit 2 0 7 0 0 0 0
Perry Unit 2% 0 2 0 0 0 0
Transmission, Distribution
and General Facilities 91 115 111 126 . 148 180
Renovation and Modification of
Generating Units
Perry Unit 1 35 8 13 i8 23 28
Beaver Valley Unit 2 44 5 (5) 10 8 8
Davis-Besse 107 54 79 30 24 20
Non-Nuclear Units 35 34 23 66 97 114
Total Setis S.83] S.ed 5220 S_2300 §_J30

*Construction of Perry Unit 2 has been suspended. 7The amount shown for Perry
Unit 2 in 1989 for Toledo Edison and the Centerior System is the result of a
reallocation of previous years' costs between Periy Unit 1 and Perry Unit 2
for Toledo Edison.

See "Environmental Regulation--General" for estimated pollution control
expenditures.

Each company in the CAPCO Group 1s responsible for financing the portion of
the capital costs of nuclear fuel equivalent to its ownership and leased
interest in the unit in wvhich the fuel will be utilized. See "Operations--
Fuel Supply--Nuclear" for infrormation regarding nuclear fuel supplies and Note
5 regarding leasing arrangements to finance nuclear fuel capital costs.
Nuclear fuel capital costs incurred by Cleveland Electric, Toledo Edison and
the Centerior System during 1988, 1989 and 1990 and their estimated nuclear
fuel capital costs for 1991, 1992 and 1993 are as follovs:

Actual Estimated
1688 1989 1990) 1391 1942 1993
(Millions of Dollars)

Cleveland Electric § 37 § 29 § 38 § 43 8§ 20 8§ 29
Toledo Edison S 34 S 21 § 24 § 34 S 15 § 20
Centerior System § 71 § 50 § 62 $§ 77 § 35 § 49

Financing Program

Reference is made to Centerior Energy's, Cleveland Electiic's and Toledo
Edison’'s Management's Financial Analysis contained under Item 7 of this Report
and to Notes 10 and 11 for discussions of the Centerior System’'s financing
activity in 1990; debt and preferred stock redemptiun requirements during the
1991-1993 period; expected external financing nceds during such period;
restrictions on the issuance of additional debt securities and preferred and
preference stock; and short-term and long-term financing capability.
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make any investment in any nonutility subsidiaries, affiliates or associaies
of the holding company if such investment would cause all such capital
investments to exceed 158 of the consolidated capitalization of the helding
company unless such funds vere provided by nonutility subsidiaries, affiliates
or associates.

The PUCO has a reserve capacity policy for electric utilities in Ohio stating
that (i) 208 of service area peak load excluding interruptible load is an
appropriate generic benchmark for an electric utility’s reserve marging (ii) a
reserve margin exceeding 20X gives rise to a presunption of éxcess capacity,
but may be appropriate if it confers a positive net present benefit to
customers or is justified by unique system characteristics; and (iii)
appropriate remedies for excess capacity (possibly including disallovance of
costs in rates) will be determined by the PUCO on a case-by-case basis.
Excess capacity vas not an issue for the Centerior Utilities in their February
1991 rate increases. See "Electric Rates--1989 Rate Orders".

Ohio Pover Siting Board

The OPSB has state-wide jurisdiction, except to the extent pre-empted by
Federal lawv, over the location, need for and certain environmental aspects of
electric generating units with a capacity of 50,000 kilovatts or more and
transmission lines with a rating of at least 125 kV.

Federal Energy Regulatory Commission

The Centerior Utilities are each subject te the jurisdiction of the FERC with
respect to the transmission and sale of powver at vholesale in interstate com-
merce, interconnections with other utilities, accounting and certain other
matters, Cleveland Electric is also subject to FERC jurisdiction with respect
to its ownership and operation of the Seneca Plant.

Nuclear Regulatory Commission

The nuclear generating units in vhich the Centerior Utilities have an interest
are subject to regulation by the NRC. The NRC's jurisdiction encompasses
broad supervisory and regulatory powers over the construction and operation of
nuclear reactors, including matters of health and safety, antitrust considera-
tions and environmental impacts.

Owners of nuclear units are required to purchase the full amount of nuclear
liability insurance available, See Note 4(b) for a description of nuclear in-
surance coverages.

Other Regulation

The Centerior Utilities are subject to regulation by Federal, state and local
authorities with regard to the location, construction and operation of certain
facilities. The Centerior Utilities are also subject to regulation by local
authorities vith respect to certain zoning and planning matters.



ENVIRONMENTAL REGULATION

General

The Centerior Utilities are subject to regulation with respect to air quality,
vater quality and vaste disposal matters. Federal environmental legislation
affecting the operations and properties of the Centerior Utilities includes
the Clean Air Act, the Clean Air Act Amendments, the Clean Water Act, the
Resource Conservation and Recovery Act of 1976 and Superfund. The require-
ments of these statutes and related state and local lave are continually
changing due to the promulgation of new or revised regulations, the results of
Judicial and agency proceedings and frequent amendment of these statutes.
Compliance with such lavs and regulations may requite the Centerior Utilities
to modify, supplement, abandon or replace facilities and may delay or impede
construction and operation of facilities, all at cosis which could be substan-
tial. The Centerior Utilities expect that the impact of such costs would
eventually be reflected in their respective rate schedules. Cleveland
Electric and Toledo Edison plan to spend, during the period 1991-1993,
$30,000,000 and $4,000,000, respectively, for pollution control facilities.

The Centerior Utilities believe that they are currently in compliance in all
material respects with all applicable environmental laws and regulations, or
to the extent that one or both of the Centerior Utilities may dispute the
applicability or interpretation of a particular environmental lav and regula-
tion, the affected company has filed an appeal or has applied for permits,
revisions in requirements, variances or extensions of deadlines.

Concerns have been raised regarding the possible health effects associated
vith electromagnetic fields. Scientific vesearch has yielded inconclusive
results, Additional studies are being conducted. If electromagnetic fields
are ultimately found to pose a health risk, the Centerior Utilities may be
required to modify transmission and distribution lines or other facilities.

Air Quality Control

Under the Clean Air Act, the Ohio EPA has adopted Uhio emission limitations
for particulate matter and sulfur dioxide for each of the Centerior Utilities’
plants. The Clean Air Act provides for civil penalties of up to $25,000 per
day for each violation of an emission limitation. The U.S. EPA has approved
the Ohioc EPA's emission limitations and the related implementation plans
except for fugitive dust emissions and certain sulfur dioxide emissions. The
U.S. EPA has adopted separate sulfur dioxide emissien limitations for each of
the Centerior Utilities’ plants. In November 1990, the Clean Air Act
Amendments were signed into lawv imposing restrictions on nitrogen oxides and
making sulfur dioxide limitations significantly more severe beginning in 1995,
A variety of options will be available to meet the n¢w requirements, including
svitching to lover sulfur fuel, purchasing emission allovances from other
companies, installing scrubbers or (educing generation, See Note 3(b). The
Clean Air Act Amendr.ants also require studies to be conducted on the emission
of air toxics from utilities, The results of these studies may lead, if
deemed necessary by the U.S. EPA, to the promulyation of regulations to
control the emission of air toxics from u* lities.
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vhose primary product is purchased by the tvo steel producing facilities)
vould reduce Centerior Energy’'s and Cleveland Electiic’s net income by about
839 0,000 based on 1990 sales levels.

™ . largest customer served by Toledo Edison is a major automobile manufac-
turer. Sales to this customer in 1990 accounted for 1% and 3% of the 19%
total electric operating revenues of Centerior Energy and Toledo Edison, re-
spectively. The loss of this customer vould reduce Centerior Energy’'s and
Toledo Edison’'s net income by about $11,000,000 based on 1990.aa1es levels.

Operating Statistics

Centerior System

Years Ended December 31,

1930 1989 1988
Energy Generated (Millions of kWh):
Net Generation 30,595 32,296 29,381
Net Purchases (1,926) _ (2,783) 920
Total Energy 1175 S 1757 QR 7% 1
Electric Sales (Millions of kWh):
Residential 6,666 6,806 6,920
Commercial 6,848 6,830 6,577
Industrial 12,168 12,520 12,793
Wholesale 148 429 B63
Other 959 N 996 946
Total Electric Sales .
Customers (End of Period):
Residential 918,965 914,020 909,182
Commercial 94,522 93,832 92,132
Industrial & Other 12,906 12,763

Total Electric Customers

12,305
LOLE

Operating Revenues (In Thousands):

Residential S 719,078 S 685,735 S 637,329
Commercial 668,910 616,902 537,861
Industrial 779,391 746,534 675,584
Other 189,754 204,769 84,524

Total Retail 2,357,133 2,253,940 1.555"1'. 98
Wholesale 10,542 48,496 102,262

Total Operating Revenues

S

14 -

$Z 102,436

SZ.0A7, 560



Cleveland Electric

Energy Generated (Millions of kVh):
Net Generation
Net Purchases
Total Energy

Electric Sales (Millions of kW¥h):
Residential
Commercial
Industrial
Vholesale
Other
Total Electric Sales

Customers (End of Period):
Residential
Commercial
Industrial & Other
Total Electric Customers

Operating Revenues (In Thousands):
Residential
Commercial
Industrial
Other
Total Retail
Vholesale
Total Operating Revenues

Years Ended December 31,

1980 1988
20,841 21,538 20,236
fsaa) H 5777) ) 1:091
4,716 4,789 4,852
5,234 5,208 4,998
8,551 8,780 9,013
M 87 481
463 501 472
665,000 660,786 657,592
68,700 €8.030 66,606
8,351 8,329 8,203
7 715 S 5 2 LR ) )
$§ 495,158 § 469,803 § 436,413
494,370 452,911 395,165
543,813 519,854 476,063
122,701 117,220 59,804
1,656,040 1,555,788 1,367,445
84,133

198) 31,874
SCEEES ST

1% -

$
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Operating Nuclear Units

The Centerier Utilities’' generating facilities include, among others, three
nuclear units ovned or leased by the CAPCO Group--Perry Unit 1, Beaver Valley
Unit 2 and Davis-Besse. These three units are in commercial operation.
Cleveland Electric has responsibility for operating Perry Unit 1, Duquesne has
responsibility for operating Beaver Valley Unit 2 and Toledo Edison has re-
sponsibility for operating Davis-Besse. Cleveland Flectric and Toledo Edison
own, respectively, 31.11% and 19.91X of Perry Unit 1, 24.47X. and 1.65% of
Beaver Valley Unit 2 and 51.38% and 4B.62X of Davis-Besse. Cleveland Electric
and Toledo Bdison also lease, as join: lessees, another 18B.26X of Beaver
Valley Unit 2 as a result of a September 1987 sale and leaseback transaction
(ses Note 2).

Davis-Besse was placed in commercial operation in 1977, and its operating
license expires in 2017, Perry Unit 1 and Beaver Valley Unit 2 vere placed in
commercial operation in 1987, and their operating licenses expire in 2026 and
2027, respectively.

The nuclear plant performance standards set for the Centerior Utilities for
the 1991-1998 period as a result of the PUCO’'s January 1989 rate orders (see
"Electric Rates--1989 Rate Orders" and Note 6) vill he based on rolling three-
year industry averages of operating availability for pressurized wvater
reactors and for boiling vater reactors. Operating availability is the ratio
of the rnumber of hours a unit is available to generate electricity (vhether or
not the unit is operated) to the number of hours in the period, expressed as a
percentage. At year-end 1990, the industry three-year average operating
availability for pressurized wvater reactors such as Davis-Besse and Beaver
Valley Unit 2 wvas 73X and for boiling vater reactors such as Perry Unit 1 wvas
73X, Initially, the averages of the Centerior nuclear units over the 1988-
1990 period will be the basis for comparison agains! the appropriate industry
average over the same period. As of January 1991, the three-year average
operating availability of the Centerior Utilities’ pressurized wvater reactors
vas B0%¥ and boiling water reactor vas 65X%. Thes¢ averages will produce a
banked performance benefit of betwveen §3,000,000 and §4,000,000 under the
terms of the PUCO’s January 1989 rate orders for the first three-year
accounting period. This banked benefit can be used to offset future below-
standard performance if that should occur.

In the spring of 1990, Davis-Berse had a modification and refueling outage
vhich lasted about five months., The long duration was required to fulfill the
Centerior Utilities' commitment to the NRC to eomplete its Performance
improvement Program in an expeditious manner. As a 1esult, Davis-Besse had an
operating availability of 55.2% for 1990. In September 1990, Perry Unit 1 and
Beaver Valley Unit 2 commenced refueling and maintenance outages vhich lasted
until January 1991 and November 1990, respectively. These outages resulted in
operating availabilities for 1990 of 65,3% for Porry Unit 1 and 76.9% for
Beaver Valley Unit 2, Since their return to service, all three units have
experienced high availability factors. The situation vhere all three nuclear
units are dovn for refueling in the same vyear will repeat itself every three
years due to Centerior’s 18-month tuel cycle operating strategy and the
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spring/fall outage schedule, with Davis-Besse in the opposite season from
Perry Unit 1 and Beaver Valley Unit 2. Only Davis-Besse 1is scheduled for
refueling in 1991, and that vili be a fall outage. The next refueling outages
.or Perry Unit 1 and Beaver Valley Unit 2 are scheduled for spring 1992.

Cleveland Electric has responsibility for maintaining Perry Unit 2, whose
construction was suspended by the CAPCO Group companies in 1985 (see Note
3e)). Cleveland Electric and Tcledo Edison own 31.11% and 19.91%,
respectively, of Perry Unit 2.

Nuclear Unit Concerns

See Note 4 for a discussion of potential problems facing owners of nuclear
generating units.

Competitive Conditions

General, The Centerior Utilities compete in their respective service areas
vith suppliers of natural gas for space, vater and process heating and appli-
ances, The Centerior Utilities also are engaged in competition to a lesser
extent with suppliers of oil and liquified natural gas for heating purposes
and vith suppliers of cogeneration equipment.

The Centerior Utilities also compete with municipally owvned elec:ric systems
vithin their respective service areas., Certain municipal officials in several
of the municipalities served by the Centerior Utilities have suggested that
their municipalities investigate the economic feasibility of establishing and
operating municipally owned electric systems, With the exception of Clyde,
Ohio, as discussed below under "Competitive Conditions--Toledo Edison", none
of those municipalities has obtained authorization to establish such a system,

The Centerior Utilities face continuing competition from locations outside
their service areas which are promoted by governmental and private agencies in
attempts to influence potential and existing commeicial and industrial cus-
tomers to locate in their respective areas.

Cleveland Electric and Toledo Edison also periodically compete with other
producers of electricity for sales to electric wultilities which are in the
market for bulk pover purchases. The Centerior Utilities have inter-
connections with other electric utilities (see "Item 2 Properties--General")
and provide a transmission system for vheeling pover from the Midvest to the
East. Revenue from these types of sales are excluded from the operation of
the rate phase-in plans discussed in Note 6 and in Management's Financial
Analysis contained under Item 7 of this Report.

Cleveland Electric., The City of Cleveland operate: CPP in competition with
Cleveland Electric. CPP is primarily an electric Jdistribution system which
supplies electric pover in approximately 35% of the City's area and 1o
approximately 23% (about 50,000) of the electric consumers in the City~-equal
to about 7% of all customers served by Cleveland Electric. CPP’'s kilowvatthour
sales and revenues are equal to about 3¥ of Cleveland Electric’s kilovatthour
sales and revenues. Much of the area served by CPP uverlaps that of Cleveland
Electric. Cleveland Eleciric is obligated to make available up to 100,000
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feasibility of utilizing other alternative electric pover sources,
Consultants have been hired to assist in these studies. Toledo Edison is
continuing to make an effort to add.ess the City’'s concerns. See "Electric
Rates--1989 Rate Orders".

Tvo municipalities currently served by Toledo Edison have authorized or
completed studies on the feasibility of establishing municipal electric
systems within such municipalities, Hovever, both of these municipalities
have entered into five-year rate ordinances with Toledo Edison vhereby they
have agreed that the lover rates shall remain in ¢ffect as leng as Toledo

Edison is the sole supplier, as discussed generally in Centerior’'s and Toledo
Edison's Note 6.

Currently, one commercial customer of Toledo Edison has a cogeneration opera-
tion, Two commercial cogeneration installations heve ceased operation in 1990
due to PUCO approval of rate incentive agreements. Hovever, cogeneration
vendors continue to be active in Toledo Edison’s service area.

Fuel Supply

Generation by type of fuel for 1990 vas 75% coal-fired and 25% nuclear for
Cleveland Electricy vas 57X coal-fired and 43% nuclear for Toledo Edison; and
vas 69% coal-fired and 31X nuclear for the Centerior System,

Coal. In 1990, Cleveland Electric and Toledo Edison burned 6,426,000 tons and
2,142,000 tons of coal, respectively, for electric generation. Each utility
normally maintains a reserve supply of coal sufficient far about 40 days of
normal operations. On March 1, 1991, this reseive vas about &é days for
plants operated by Cleveland Electric, 59 days for plants operated by Toledo
Edison and 85 days for the Mansfield Plant, which is operated by Pennsylvania
Fower.

In 1990, about 49% of Cleveland Electric’s coal requirements wvas purchased
under long-term contracts with the longest remaining term being almost 10
years, In most cases, these contracts provide for adjusting the price of the
coal on the basis of changes associated vith coal quality and mining costs,
The sulfur content of the coal purchased under the long-term contracts ranges
from about 2% to about 4%¥. The balance of Cleveland Electric’s coal vas
purchased on the spot market with sulfur content ranging from less than 1% to
3.9X,

In 1990, about 98X of Toledo Edison’s coal requirements was purchased under
long-term contracts vith the longest remaining term being almost 10 years. In
most cases, these contracts provide for adjusting the price of the coal on the
basis o! changes associated vith coal quality and mining costs, The sulfur
conteat of the coal purchased under the long-term (ontracts ranges from less
than 1% to 4X. The balance of Toledo Edison’s coal vas purchased on the spot
market vith sulfur content of about 1%.

One of Cleveland Electric's long-term coal supply contracts is vith Ohio
Valley. Cleveland Electric has agreed to pay Ohio Valley certain amounts to
cover Ohio Valley's costs regardless of wvhether conl is actually delivered.
Included in those costs are amounts sufficient to cervice certain long-term
debt and lease obligations incurred by Ohio Valley. If the coal sales
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agreement is terminated for any reason, including the inability to use the
coal, Cleveland Electric must assume certain of Ohio Valley's debt and lease
obligations and may incur other expenses. Cleveland Electric believes that
the cost of assuming such obligations and incurring such expenses would not
have a material adverse effect upon its financial position. The principal
amount of debt and termination values of leased property covered by Cleveland
Electric’s agreement was $42,288,000 at December 31, 1990, Centerior and
Cleveland Electric expect that Ohio Valley revenues from sales of coal to
Cleveland Electric will continue to be sufficient for Ohio Valley to meet its
debt and lease obligations. The contract with Ohio Valley expires in 1997,

The CAPCO Group companies, including the Centerior Utilities, have a long-term
contract with Quarto and Consol for the supply of about 75%-85X% of the annual
coal needs of the Mansfield Plant. The contract rune through at least the end
of 1999, and the price of coal is adjustable to .eflect changes in labor,
materials, transportation and other costs. The CAPCO Group companies have
guaranteed, severally and not jointly, the debt and lease obligations incurred
by Quarto to develop, equip ard operate two of the mines which supply the
Mansfield Plant. At December 31, 1990, the total dollar amount of Quarto's
debt and lease obligations guarantes 3 by Cleveland Electric vas 842,805,000
and by Toledo Edison wvas §2¢,065,000. Centerior, Cleveland Electric and
Toledo Edison expect that Quarto revenues from sales of coal to the CAPCO

sroup companies will continue to be sufficient for Quarto to meet its debt and
lease obligations.

Compliance with the Clean Air Act Amendments will probably require the
Centerior Utilities to increase their usage of low-sulfur coal. The Centerior
Utilities believe that adequate supplies of low-sulfur coal will be available
at prices vhich should not be substantially greater than the prices that the
Centerior Utilities would othervise expect to pay.

Nuclear. The acquisition and utilization of nuclear fuel involves six dis-
tinct steps: (i) supply of uranium oxide rav material, (ii) conversion to
uranium hexafluoride, (iii) enrichment, (iv) fabrication into fuel assemblies,
(v) utilization as fuel in a nuclear reactor and (vi) storing and reprocessing
or disposing of spent fuel. The Centerior Utilities have inventories of rawv
material sufficient to provide nuclear fuel through 1994 for the operation of
their nuclear generating units and have contracts for conversion of that fuel
and fabrication services for most of that fuel. T7The CAPCO Group companies
have a 30-year contract with the DOE vhich will supply up to all of the needed
enrichment services for their nuclear units’ fuel supply for that period. The
additional required fabrication services are available. Substantial
additional fuel wvill have to be obtained in the future over the remaining
useful lives of the wunits and if Perry Unit 2 is completed. There is a
plentiful supply of uranium oxide raw material to mcet the industry’s nuclear
fuel needs.

Spent fuel reprocessing is not commercially availahle. Off-site disposal of
spent nuclear fuel is also unavailable, but the C/APCO Group companies have
contracts with the DOE which provide for the future acceptance of spent fuel
for disposal by the Federal government. Pursuant to the Nuclear Waste Policy
Act of 1982, the Federal government has indicated it will begin accepting
spent fuel from utilities by the year 2010, On-vite storage capacity at
Davis-Besse and Beaver Valley Unit 2 should be suificient through 1996 and
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EXECUTIVE OFF(CERS OF THE REGISTRANTS AND THI SERVICE COMPANY




Name

Murray R. Edelman

Edgar H. Maugans

Lyman C. Phillips

Effective Date
of Position

Business Experience
Age (Positions as Indicated)

51 *Executive Vice President-
Pover Generation of the
Service Company

*Executive Vice President of July 1988
Centerior

President of Toledo kdison July 1988

Vice President-Nuclear " April 1986
>f the Service Company and
Senior Vice President-Nuclear
of Cleveland Elect:ic

Vice President-Nuclear of
(leveland Electric

April 1990

December 1982

56  *Executive Vice President of April 1990

Centerior and *Executive
Vice President-Finance &
Adninistration of the
Service Company

*Vice President and Chief April 1990
Financial Officer of Cleveland
Electric and Toledo Edison

Senior Vice Presideni-Finance April 1988
of Centerior

Senior Vice Presiden!-Finance April 1986
of the Service Company

Vice President-Finance of
Centerior

Vice Pcresident-Finance of
Cleveland Elzctric

February 1986

February 1979

51 *Executive Vice President-
Customer Operations of the
Seirvice .umpany and *Chairman
of the Board and Chief
txecutive Oificer of Tuledo
Edis n and *Chief [Ixecntive
Gffirer ~f Clevelamd Clsutric

vIlzecutive Vice President ot July 1958
Centericy and *¥re-ident ¢
Cleveland Electric

Executir« YViae Fresident ot June 1987
Tolede Evoiion and
senin; Vice President ot
Centerior

Senior Vice Presideni-
Administrat.on of the
Service Company

Senior Vice FPresiden),
Administration of lToledo
Edison

April 1990

Aptii 1986

January 1984

. 13 «
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Name

Fred J. Lange, Jr.

Paul G. Busby

Gary M. Hawvkinson

« Lyle Pepin

41

4?2

4?2

49

Business Experience
(Positions as Indicated)

*Vice President-Legal &
Corporate Affairs of
Centerior and the Service
Company and *Vice I'resident
of Cleveland Electiic and
Toledo Edison

General Attorney and Senior
Director of Governmental
Affairs of the Service
Compary

Assistant General Counsel
and Principal Corporate
Counse' of the Service
Compan)

Secretary of Toledo Fdison

General Counsel of Tuledo
Edison

Partner of Fuller & Henry

of Cleveland
and Toledo Edison
of Centerior

of the Seivice

*Controller
Electric

*Controller

*Controller
Company

Controller of Toledo Edison

*Treasurer of Cleveland
Electriz and Toledo
Fdison

Assistant Treasurer of
Cleveland Electric

Assistant Treasurer of
Toledo Edison

*Treasurer of the Service
Company

*Treasurer of Centerior

Assistant Secretary of
Toledo Edison

Assistant Treasurer of
Toledo Edison

*Secretary of Cleveland
Electric and Toledo Edison

*Secretary of the Service
Company

Assistant Secretary of
Cleveland Electric and
Toledo Edison

*Secretary of Centerior

Secretary of Cleveland
Electric

Effective Date
of Position

April 1990

July 1989

November 1986

June 1986
May 1986

July 1980
April 1990

April 1988
June 1986

April 1979

April 1990

August 1987
September 1986
April 1986
February 1986
April 1984-
April 1986
March 1979-
April 1986
October 1988
April 198b
April 1986

February 1986
October 1982
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Name
Richard A. Miller

Robert J. Farling

Murray R, Edelman

Edgar H. Maugans

Lyman C. Phillips

"ichard P. Crouse

service Company Executive Officers

Age
64

54

51

56

51

51

Business Experience (Vositions

Vith the Service Company
Unless Othervise Indicated)

e e

Effective Date
of Position

*Chairman of the Board and
Chiet Executive vfficer
See listing under Centerior
Energy Executive Officers

for additional business
experience,

*President
See listing under Centerior
Energy Executive Officers
for additiona’ business
experience,

*Executive Vice President-
Pover Generation
See listing under Centerior
Energy Executive Officers
for additional businegs
experience,

*Executive Vice President-
Finance & Administiation
See listing under Centerior
Energy Executive Officers
for additional business
experience,

*Executive Vice President-
Customer Operations

See listing under Centerior
Energy Executive Ol ficers
for additional business
experience.

*Vice President-Fossi)

Operations

Senior Vice President of
Toledo Edison

Vice President-Fossi)
Engineering & Operntions

Senior Vice Presiden,
Engineering & Operations
of Toledo Edison

Senior Vice Presiden!,

Operations of Toledo Edison

> 3.

October 1988

July ! .38

April 1990

April 1990

April 1990

April 1990
April 1988
August 1987
Jui. 1986

July 1985



Name
Gary J. Greben

Jacquita K., Hauserman

Alvin Kaplan

Fred J. Lange, Jr.

John §. Levicki

Business Experience (l'ositions
Vith the Service Company
Age _ Unless Othervise Indicated)

Effective Date
of Position

53 *Vice President -Transmission
and Distribution
Engineering & Services

Vice President-Marke! ing
of Cleveland Elect:ic
Manager-Business Veniures
of Cleveland Electiic

48  *Vice President-Custome:

Service & Community
Affairs

Vice President-Adminigtration
of Cleveland Electiic

Director-Consumer Seivices
Dept. of Cleveland Electric

Senior Corporete Planning
Advisor of Cieveland
Electric

52  *Vice President-Systen
Engineering & Cont:iol

Vice President-Nuclear
of Cleveland Electiic

Vice President-Nuclear

Operations Division
of Cleveland Electiic

41  *Vice President-Legal &
Corporate Affairs
See listing under Centerior
Energy Executive Officers
for additional business
experience.

51  *Vice President-Human
Resources & Strategic
Planning

Vice President-Public
Affairs & Rates

Vice President-Finan: e,
Administration & Legal of
Cleveland Electric

Vice President-Finan e &
Administration of (levelasd
Electric

Manager-Consumer Services
Dept. of Cleveland Electric

i 3.

April 1990

July 1987
November 1984

April 1990

October 1988
April 1986

August 1985

April 19%0
December 1987

February 1984

April 1990

April 1990

October 1988

January 1988

April 1986

September 1981



Michael D, Lyster

David '.. Monseau

Thomas M. Quinn

Donald H. Saunders

Age
4

30

51

85

N TR~ PR —

Business Experience (lositions
With ihe Service Company
Unless Othervise Indicated)

Effective Date
of Position

*Vice President-Nuclear-
Percy

General Manager-Perry
Plant Operations Dept,
of Cleveland Electiic

Director-Perry Plant
Operations Dept. of
Cleveland Electric

Manager-Perty Plant
Operations Dept. ¢
Cleveland Electric

*Vice Presiden:-
Transmission &
Distribution Operations

Vice President-Customer
Operations of Toledo
Edison

Director-Human Resou)ces
Dept. of the Service
Company

Manager-Personnel Dept. of
Cleveland Electric

*Vice President-Marke!ing

Vice President-Marke!ing
of Toledo Edison

General Manager-Consumer
Services Dept. of Toledo
Edison

Manager-Southern District
of Toledo Edison

*Vice President and *I'resident
of Toledo Edison

Vice President-Administra-
tion & Governmenta) Affairs
of Toiedo Edison

Vice President-Finance &
Administration of Toledo
Edison

Treasurer of Toledo idison

-2 ‘=

April 19%0

March 1988

" December 1987

October 1984

April 1990
September 1987
April 1986
June 1980
April 19%0
September 1987
August 198¢

January 1979

April 19%0

January 1990

July 1986

March 1979
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Name
Donald C. Shelton

Paul G. Busby

Gary M. Bavkinson

E. Lyle Pepin

Name
o

Lyman C. Phillips

Fred J. Lange, Jr.

Business Experience {lositions

Vith the Service Company

Unless Othervise Indicated)

*Vice President-Nuclear-
Davis-Besse
Vice President-Nuclear
of Toledo Edisor
Project Manager-Stone and
Vebster Engineering Corp.

*Controller

See listing under Centerior
Energy Executive Officers
for additional business
experience.

*Treasuretr
See listing under Centerion
Energy Executive Officers
for additional business
experience,

*Secretary

See listing under Centerior
Energy Executive Officers
for additional business
experfence,

Cleveland Electric Executive Officers

Age
51

4l

Business Experience (lositions

Vith Cleveland Electric

Unless Othervise Indicated)

Effective Date
of Position

April 1990

August 1986

January 1983

June 1986

April 1986

April 1986

Effective Date
of Position

*Chief Executive Officer

*President

See listing under Centerior
Energy Executive Olficers
for additional business
experience,

*Vice President

See listing under Centeriot
Energy Executive Officers
for additional business
experience,

April 1990
July 1988

April 1990




Business Experience (lositions

Vith Cleveland Electric Effective Date
Name Age _ Unless Othervise Indicated)  of Position
Edgar H. Maugans 56  *Vice President & Chief April 19%0

|
i
Financial Officer ]
See listing under Centerior
Energy Executive Officers
for additional business
experience. l

Paul G. Busby 42  *Controller April 1990
See listing under Centerior
Energy Executive Officers
for additional business
experience.

Gary M, Havkinson 42 *Treasurer April 19%0
See listing under Centerior
Energy Executive Officers
for additional business
experience.

E. Lyle Pepin 49  *Secretary October 1988
See listing under Centerior
Energy Executive Officers
for additional business
experience.

Toledo Fdison Executive Officers

Business Experience (l'ositions

Vith Toledo Edison Effective Date
Name Age _ Unless Othervise Indicated) of Position
Lyman C. Phillips 51  *Chairman of the Board and April 1990

Chief Executive Officer

See listing under Centerior
Energy Executive Officers
for additional business
experience.

Donald H. Saunders 55  *President Apr.l 1990
See listing under Seivice
Company Executive tfficers
for additional business
experience,
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Business Experience (Positions

Vith Toledo Edison Effective Date
Name Age Unlegs Othervise Indicated) of Position
Fred J. Lange, Jr. 41  *Vice President April 1990

See listing under Centerior
Energy Executive Officers
for additional business
experience.

Edgar H. Maugans 56 *Vice President and Chief April 1990
Financial Officer
See listing under Centerfor
Energy Executive Olficers
for additional business
experience.

Paul G. Busby 42  *Controller April 1990
See listing under Centerior
Energy Executive Officers
for additional business
experience.

Gary M. Havkinson 42  *Treasurer April 19%0
See listing under Centerior
Energy Executive Officers
for additional business
experience.

E. Lyle Pepin 49  *Secretary October 1988
See listing under Centerior
Energy Executive Officers
for additional business
experience.

All of the executive officers of Centerior Eneigy, the Service Company,
Cleveland Electric and Toledo Edison are elected annually for a one-year term
by the Board of Directors of Centerior, the Service Company, Cleveland
Electric or Toledo Edison, as the case may be.

No family relationship exists among any of the executive officeres and direc-
tors of any of the Centerior System companies.

.3 -
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! Item 2. Properties

The Centerior System

The wholly ovned, jointly ovned and leased electric generating facilities of
the Centerior Utilities in commercial operation as of December 31, 1990 pro-
vide the Centerior System wvith a net demonstrated capability of 6,694,000
kilovatts during the winter. These facilities include 28 generating units
(4,390,000 kilovatts) at seven fossil-fired steam electric generation sta-
tionsi three nuclear generating units (1,860,000 kilovatts); a 305,000 kilo-
vatt share of the Seneca Plant; seven combustion turbine generating units
(135,000 kilowatts) and one diesel generator (4,000 kilovatts). All of the
Centerior System’'s generating facilities are located in Ohio and Pennsylvania.

The Centerior System's net 60-minute peak load of its service area for 1990
vas 5,261,000 kilovatts and occurred on August 28. At the time of the 1990
peak load, the operable capacity available to serve the load was 6,437,000
kilovatts. The Centerior System’'s 1991 service area peak load is forecasted
to be 5,490,000 kilovatts. The operable capacity expected to be available to
serve the Centerior System’'s 1991 peak is 6,461,000 kilovatts. Over the
19911993 period, Centerior Energy forecasts its operable capacity marging at
the time of the projected Centerior System peak loads to range from 10X to
15%.

Each Centerior Utility owns the electric transmission and distribution facili-
ties located in its respective service area. Cleveland Electric and Toledo
Edison are interconnected by 345 kV transmission facilities, some portions of
vhich are owned and used by Ohio Edison, The Centerjor Utilities have a long-
term contract vith the CAPCO Group companies, including Ohio Edison, relating
to the use of these facilities. These interconnection facilities provide for
the interchange of pover betwveen the two Centerior Utilities. The Centerior
System is interconnected vith Ohio Edison, Ohio Pover, Penelec and Detroit
Edison Company.

Cleveland Electric has entered into an agreement with GPU under vhich
Cleveland Electric vill sell the pover from its 305,000-kilovatt share of the
Seneca Plant (about 3,000,000 kilovatthours annually) to tvo subsidiaries of
GPU  from the time FERC approval is received through 1993. For the same time
period, Toledo Edison has entered into separate agreements with Consumers
Pover and Detroit Edison under which Toledo Edison will purchase 312,000
kilovatts (about 2,500,000 kilowatthours annually) fiom their Ludington Plant.
Toledo Edison vill then sell to Cleveland Electric power equivalent to the
amount that Toledo Edison purchases from the Luding'on Plant. The net result

| of the pover purchase and sale agreements will be e onomically beneficial for

| Cleveland Electric and economically neutral for Toledo Edison. Requests for
approval of these transactions are pending before the FERC. The FERC is
expected to consider such requests in the second qua) ter of 1991,



Cleveland Electric

The wholly ovned, jointly owned and leased electri generating facilities of
Cleveland Electric in commercial operation as of December 31, 1990 provide a
net demonstrated capability of 4,592,000 kilovatts during the vinter. These
facilities 1include 21 generating units (3,197,000 Filovatts) at five fossil.
fired steam electric generation stations; its share of three nuclear genera:.
ing units (1,028,000 kilovatts); a 305,000 kilovatt chare of the Seneca Plant;
tvo combustion turbine generating units (58,000 kilovatts) and one diesel gen.
erator (4,000 kilovatts). All of Cleveland Electric's generating facilities
are located in Ohio and Pennsylvania.

The net 60-minute peak load of Cleveland Electric's service area for 1990 vas
3,778,000 kilovatts and occurred on August 28. The operable capacity at the
time of the 1990 peak vas 4,685,000 kilowatts, (leveland Electric's 199}
service area peak load is forecasted to be 4,000,000 kilovatts. The operable
capacity, which includes tirm purchases, expected o be available to serve
Cleveland Electric’'s 1991 peak s 4,703,000 kilovatts, Over the 1991.1993
period, Cleveland Electric forecasts its operable capacity matgins at the time
of its prejected peak loads to range from 9% to 15%,

Cleveland Electric owns the facilities located in the area it setves fot
transmitting and distributing pover to all fts customers. Cleveland Electric
has interconnections with Ohio Edison, Ohie Pover and Penelec. The intercon-
nections with Ohio Edison provide for the interchange of electric pover with
the other CAPCO Group companies and for transmission of pover from the tenant-
in-common owned or leased CAPCO Group generating units as wvell asg for the
interchange of pover with Toledo Edison. The interconnection vith Penelec
provides for transmission of pover from Cleveland Electric's share of the
Seneca Plant, In addition, these interconnections provide the means for the
interchange of electric pover with other utilities.

Cleveland Electric also has interconnections vith the Painesville Municipal
Light Plant and CPP.

Toledo Edison

The wholly owned, jointly ovned and leased electri generating facilities of
Toledo Edison in commercial operation as of December 31, 1990 ptovide a net
demonstrated capability of 2,102,000 kilovatts during the winter. These
facilities include nine generating units (1,193,000 kilovatts) at three
fossil-fired steam electric generation stations; iis share of three nuclear
generating units (832,000 kilovatts) and five combustion turbine generating
units (77,000 kilovatts), All of Toledo Edison's generating facilities are
located in Ohio and Pennsylvania.

The net 60-minute peak load of Toledo Edison's :ervice area for 1990 vas
1,516,000 kilovatts and occurred on August 28. The operable capacity at the
time of the 1990 peak vas 1,752,000 kilovatts. Toledo Edison‘s 1991 service
area peak load is forecasted to be 1,510,000 kilovntts., The operable capac-
ity, which includes the effect of firm sales, exjected to be available to
serve Toledo Edison’'s 1991 peak 1is 1,758,000 kilowatts., Over the 199].1963
period, Toledo Edison forecasts its operable capaci'y margins at the time of
its projected peak loads to range from 12% to 14%.
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Toledo Edison owns the facilities located in the atea 1t serves for trans.
mitting and distributing pover to all its customers. Toledo Edison has
interconnections with Ohio Edison, Ohio Pover and Detroit Fdison. The in.
tercoanection with Ohio Edison provides for the interchange of electric pover
vith the other CAPCO Group companies and for transmission of pover from the
tenant-in-common owvned ot leased CAPCO Group genera'ing units as vell as for
the interchange of power vith Cleveland Electric., In addition, these inter-
connections provide the means for the interchange of electric pover with other
utilities.

Toledo Edison has interconnections with each ol the municipal systems
operating vithin its service area.

TITLE TO PROPERTY

The generating plants and other principal facilities of the Centerior
Utilities are located on land ovned in fee by them, except as follove:

(1) Cleveland Electric and Toledo Edison lease t. o™ nthers for a term of
about 29-1/2 years starting on October 1, 1927 ~'isided 6.5%, 45.9% and
44, 38X tenant-in-common interests in Units &, 7 and 3, respectively, of
the Mansfield Plant Jlocated in Shippingport. Peras;lvanta, Cleveland
Electric and Toledo Edison lease from others for a term of about 29.1/2
years starting on October 1, 1987 an 18.26% urdivided tenant-in-common
interest in Beaver Valley Unit 2 loca‘ed in Shippingport, Pennsylvania,.
Cleveland Electric and Toledo Edison own another 24.47% interest and
1.65% interest, respectively, in Beaver Valley Unit 2 as a tenant-in-
common. Cleveland Electric and Toledo Editon centinue to own as a
tenant-in-common the land upon which the Mansfield Plant and Beaver
Valley Unit 2 are located, but have leased to others certain portions of
that land relating to the above-mentioned generating unit leases.

(2) Most of the facilities of Cleveland Electric's Lake Shore Plant are
situated on artificially filled land, extending beyond the natural shore-
line of Lake Erie as it existed in 1910, As of December 31, 1990, the
cost of Cleveland Electric’'s facilities, other than wvater intake and
discharge facilities, located on such artificially filled land aggregated
approximately $113,967,000, Title to land under the wvater of Lake Erie
vithin the territorial limits of Ohio (including artificially filled
land) 1is in the State of Ohio in trust for the people of the State for
the public uses to vhich it may be adapted, suliject to the povers of the
United GStates, the public rights of navigation, water commerce and
fishery and the rights of upland ovners to vhar f out or fill to make use
of the vater. The State is required by statule, after appropriate pro-
ceedings, to grant & lease to an upland owner, such as Cleveland Elec-
tric, which erected and maintained facilities on such filled land priot
to October 13, 1955, Cleveland Electric does 1ot have such a lease from
the State with respect to the artificially filled land on vhich its Lake
Shore Plant facilities are located, but Cleveland Electric's position, on
advice of counsel for Cleveland Electric, is that its facilities and
occupancy may not be disturbed because they o not interfere with the
free flov of commerce in navigable channels and constitute (at least in
part) and are on land filled pursuant to the exercise by it of its
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CLEVELAND ELECTRIC AND TOLEDO EDISON

|
The information required by this Item is not applicable to Cleveland Electric j
or Toledo Edison because all of their common stock i held solely by Centerio: |
Energy. |

Item 6. Selected Financial Data

‘
CENTERIOR ENERGY .
l

The information required by this Item is contained on Pages F-23 and F-24
altached hereto,

CLEVELAND ELECTRIC |

The information required by this Item is contained on Pages F-46 and F-4?
attached hereto,

TOLEDO EDISON

The information required by this Item {s contained on Pages F-68 and F-69
attached hereto.

Item 7. Munagement’s Discussion and Analysie of Financial Condition and
Results of Operations

CENTERTOR ENERGY

The information required by this Item is contained on Pages F-5, F-6 and F-8
attached hereto.

CLEVELAND ELECTRIC

The information required by this Item is contained on Pages F-28, F-29 and
F-31 attached hereto.

TOLEDO EDISON

The information required by this Item is contained on Pages F-51, F-52 and
F-54 attached hereto.

Item 8. Financial Statements and Supplementary Data

CENTERIOR ENERGY

The information requited by this Item is contained on Pages F-2 through F-4,
F-6, F-7 and F-9 through F-22 attached hereto.

CLEVELAND ELECTRIC

The information required by this Item is contained on Pages F-25 through F-17,
F-29, F-30 and F-32 through F-45 attached hereto.
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TOLEDO EDISON

The information required by this Item is contained on Pages F-48 through F-50,
F-52, F-53 and F-55 through F-67 attached hereto.

ltem 9. Changes in and Disagreements VWith Accountants on Accountiig and
nancial Disclosure

CENTERIOR ENERGY, CLEVELAND ELECTRIC AND TOLEDO EDTSON

None .
PART I11

Item 10. Directors and Executive Officery of the Registrants

CENTERIOR ENERGY

The information required by this Item for Centerior regarding directors is
incorporated herein by reference to Pages 5 through 9 of Centerior’s
definitive proxy statement dated March 6, 1991, Reference 1is also made to
"Executive Officers of the Registrants and the Service Company" in Part 1 of

this report for information regarding the executive officers of Centerior
Energy.

CLEVELAND ELECTRIC

Set forth belov 1is the name and other directorsliips of each director of
Cleveland Electric, The year in wvhich the direcior vas first elected to
Cleveland Electric’'s Board of Directors is set forih in parentheses. Refer-
ence is made to "Executive Officers of the Registrants and the Service
Company" in Part I of this repcrt for information regarding the directors and
executive officers of Cleveland Electric.

Robert J. Farling+*
Mr. Farling is a director of National City Bank. (1986)

Richard A. Miller*

Mr. Miller 1is a director of The Lubrizol Corporation, Bank One, Cleveland,
N.A., and Bank One Ohio Trust Co., N.A. (1977)

Lyman C. Phillips '
Mr. Phillips is a director of Society National Bank. (1988)

*Also a director of Centerior Energy and the Service Company.
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TOLEDO ED1SON

Set forth belov is the name and other directorshipns held, §f any, of earh
director of Toledo Edison. The year in vhich the director was first named to
Toledo Edison's Board of Directors is set forth in parentheses. Reference is
made to "Executive Officers of the Registrants and the Service Company" in
Part 1 of this report for information regarding the directors and the
executive officers of Toledo Edison.

Robert J. Farling*
Mr. Farling 1§ a director of National City Bank. (1988)

Richard A, Miller+
Mr. Miller is a director of The Lubrizol Corporation, Bank One, Cleveland,
N.A., and Bank One Ohio Trust Co., N.A. (1986)

Lyman C. Phillips
Mr. Phillips is a director of Society National Bank. (1990)

Donald H. Saunders
)

*Also a director of Centerior Energy and the Service Company.

Item 11, Executive Compensation

CENTERIOR ENERGY EXECUTIVE COMPENSATION

The information required by this Item for Centerior is incorporated herein by
reference to the information concerring compensation of directors on Page 10,
and the information concerning emplo'ee stock plan transactions of executive
officers on Pages 15 through 17, of Centerior's definitive proxy statement
dated March 6, 199]1.
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Cieveland Electric

The folloving information summarizes (1) compensation paid by the Centerior
System to the five highest paid executive officers of Cleveland Electric for
services rendered in all capacities in 1990 vhile an executive officer of
Cleveland Electric or Centerior Energy and (2) the aggregate compensation paid
to all Cleveland Electric executive officers as a group for such services:

Cash Compensation

To Vhom Paid and Principal Salaries and Incentive .
Capacities in Which Served (1) (2) Compensation (2) Other (3)
Richard A. Miller § 460 ,44] $ 5,12
Robert J, Farling 264,725 3,542
Lyman C. Philiips 227,847 3,195
Murray R. Edelman 225,819 3,121
Edgar H. Maugans 192,614 2,787
All 17 executive officers (including

the above officers) as a group 2,042,726 31,544

(1) Includes the executive officers of Centerior Encrgy regardless of whether
they are officers of Cleveland Electric because they are key policymakers
of Cleveland Electric.

(2) Data are included for the portion of 1990 during which the persons vere
exocutive officers of Cleveland Electric or Centerior Energy and includes
cash compensation paid or accrued in all capacities vith the Centerior
Syctem as listed in "Business--Executive Officeis of the Registrants" for
that period. Includes Incentive Compensation avarded on March 26, 1991
for services rendered in 1990.

(3) Centerior pays long-term disability benefits and premiums for life, acci-
dent and personal liability insurance benefits for executive officers to
the extent those benefits exceed the benefits uniformly available to sal-
aried employees under the Centerior System’'s benefit plans. No such long-
term disability benefits wvere paid in 1990,

Cleveland Electric has a deferred compensation plan under wvhich employees
designated by the Compensation Committee of Centerio:’s Board of Directors may
elect to defer the receipt of up to 25X of salary or up to all incentive
compensation until a year selected by the employee not later than the year in
vhich the employee attains age 70 or, if it occurs earlier, at retirement, 12
months after death or at other termination of employment, Any amounts
deferred by executive officers in 1990 have been included in the cash com-
pensation table.

The directors of Cleveland Electric received no remuneration in their capacity
as directors.
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Toledo Edison

The folloving information summarizes (1) compensation paid by the Centerior
System to the five highest paid executive officers of Toledo Edison for
services rendered in all capacities in 1990 while an executive officer of
Toledo Edison or Centerior Energy and (2) the aggregate compensation paid to
all Toledo Edison executive officers as a group for such services:

Cash Compersation
Salaries and Incentive

To Vhom Paid and Principal

Capacities in Which Served (1) (2) Compensation (2) Other (3)
Richard A. Miller § 460 ,44) $ 5,772
Robert J. Farling 264,725 3,542
Lyman C. Phillips 227,847 3,195
Murray R. Edelman 225,819 3 a0
Edgar H. Maugans 192,614 2,787
All iC executive officers (including

the above officers) as a group 2,095,912 33,697

(1) Includes the executive officers of Centerior Energy regardless of vhether
they are officers of Toledo Edison because they are key policymakers of
Toledo Edison.

(2) Data are included for the portion of 1990 during wvhich the persons vere
executive officers of Toledo Edison or Centerio: Energy and includes cash
compensation paid or accrued in all capacities with the Centerior System
as listed in "Business--Executive Officers of the Registrants" for that
period. Includes Incentive Compensation avarded on March 26, 1991 for
services rendered in 1990,

(3) Centerior pays long-term disability benefits and premiums for life, acci-
dent and personal liability insurance benefits for executive officers to
the extent those benefits exceed the benefits unifermly available to sal-
aried employees under the Centerior System's benefit plans. No such long-
term disability benefits vere paid in 1990,

Toledo Edison has a deferred compensation plan under vhich employees desig-
nated by the Compensation Committee of Centerior’s Board of Directors may
elect to defer the receipt of up to 25% of salary or up to all incentive
compensation until a year selected by the employee not later than the year in
vhich the employee attains age 70 or, if it occurs earlier, at retirement, 12
months after death or at other termination of employment. Any amounts
deferred by executive officers in 1990 have been included in the cash com-
pensation table.

The directors of Toledo Edison received no remuneration in their capacity as
directors,
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PENSION PLAN BENRFITS

Centerior System employees, including officers of Cleveland Electric and
Toledo Edison, are covered by Centerior’'s pension program. The pension pro-
gram is a noncontributory fixed-benefit program which provides benefits upon
retivement at or after age 55. The annual amount of the pension is based pri-
marily upon the wonthly average straight-time salaiy and incentive compensa-
tion in the 60 consecutive highest paid months ("covered compensation") and
the number of years of service, The resulting benefit is reduced by a
percentage (based on the number of years of service) of the average FICA vage
base. The pension is reduced in the event of retirement prior to age 62 and
in certain cases prior to age 65.  Appropriate reductions are made i{ the
employee elects a joint and survivor, guaranteed years certain, lump sum or
other form of pension in place of payments for life. To the extent limits
imposed by Federal lav apply to reduce & pension vhich othervise vould be
payable under the pension program, the amount of the reduction vill be paid,
as permitted by Federal lav, directly by Centerior, except to the extent it is
paid out of a trust established by Centerior. The folloving table shovs the
annual amount' of payment-for-life pension payable o salaried employees who
retire wunder the pension program at or after age 62 at stated levels of
covered compensation and years of service:

Covered Years of Service -
Compensat ion 2% — 30 __ 3%
$100,000 ...... TUREET $ 45,711 $ 51,253 § 53,524

150,000 44 .uss besdnee 69,711 78,253 81,774
200,000 «ivsivrivinns 93,711 105,253 110,024
250,000 ...00is YLLEE 117,711 132,233 138,274
300,000 siiuiwssniives 141,711 159,253 166,524
350,000 s inienvisinan 165,711 166,253 194,774
600,000 +ivvvneviiyin 189,711 213,253 223,024

Centerior Energy, Cleveland Electric and Toledo Edison

The following table sets ...th the years of service and the covered compensa-
tion as of year-end 1990 of the five highest paid executive officers of
Centerior Energy, Cleveland Electric and Toledo Edison:

Years of Covered
Executive Officer Service Compensation
Richard A. Miller 30 $350,069
Robert J. Farling 31 217,143
Lyman C. Phillips 29 178,759
Murray R. Edelmr: 29 175,567
Edgar H. Maurans 34 146,658
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employee's Basic Contribution. Contributions of highly compensated
employees and Centerfor's matching contributions are reduced vhen neces-
sary to keep the contributions within the limits of FPederal tax lav,

Contributions are placed in a tax-exempt trust administered by a corpo-
rate trustee. The trust dinvests in (1) Centerior common stock, (2) a
diversified group of common stocks, excluding Centerior common stock and
(3) fixed income debt or stock investments, vhich currently are deposits
under insurance company contracts at fixed rates of interest. A partici-
pant may allocate his contributions into the thiee funds in such portions
a8 he designates. Centerior Stock Fund contributions and earnings are
invested in Centerior common stock purchased by the trustee from
Centerior at its fair market value or in the open market. Centerior's
contributions are invested in the same funds and in the same portions as
& participant’s contributions. Centerior contiibutions and the earnings
thereon hecome 100X vested in the participant after the participant makes
at least 36 monthe of contributions in the Aftar Tax Part, but become
immediately vested in the Before Tax Part.

Cleveland Electric

The folloving table presents information relating to the acquisition of
Centerior common stock by executive officers of Cleveland Electric under
the Savings Plan during 19%0:

Centerior

Executive Officer Contributions
Richard A, Miller $ 3,567
Robert J. Farling 7,289
Lyman C. Phillips 2,203
Murray R, Edelman 1,052
Edgar H. Maugans 5,438
All 17 executive

officers (includ-

ing the above

officers) as a

group 37,180
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Toledo Edison

The folloving table presents information relating to the acquisition of
Centerior common stock by executive officers of Toledo Edison under the
Savings Plan during 1990

Centerior

Executive Officer Contributions
Richard A. Miller $ 3,57 ;
Robert J. Farling 7,289
Lyman C. Phillips 2,204
Mutrray R, Edelman 1,057
tdgar H. Maugans 5,43
All 16 executive

officers (includ-

ing the above

officers) as a

group 38,700

1978 Key Employee Stock Option Plan

Prior to becoming a subsidiary of Centerior, options to buy Cleveland
Electric common stock vere granted at varjous times by Cleveland Electric
to certain of its key employees pursuant to its 1978 Key Employee Stock
Option Plan. Vhen Cleveland Electric became » subsidiary of Centerior,
the FPlan vas changed to provide for the sale of Centerior common stock
instead of Cleveland Electric common stock upun exercise of those op-
tions, and Centerior assumed all the obligations of Cleveland Electric
under those options and the plan. No additional options can be granted
under the Plan.

Cleveland Electric

The folloving table presents information relating to the exercise of
options by the eligible executive officers of Cleveland Electric under
the 1978 Key Employee Stock Option Plan during )1990:

Options kxercised

Excess of
Market Value
Number of Over
Executive Officer _Shares Exercise Price
Richard A, Miller 5,548 $17,330
Robert J. Farling 3,108 11,919
Murray R. Edelman 666 2,926
Edgar H. Maugans $,550 22,464
All 10 eligible executive
officers (including the
above officers) as a group 18,853 70,0M
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Toledo Edison

The folloving table presents information relnting to the exercise of
options by the eligible executive officers of Toledo Edison under the
1978 Key Employee Stock Option Plan during 1990

Options Exercised

xcess of
Market Value
Number of Over
Executive Officer Shares Exercise Price
Richard A, Miller 5,548 $17,330
Robert J. Farling 3,105 11,919
Murray R. Edelman 666 2,526
Edgar M. Maugans 5,550 22,464
All 6 eligible executive
officers (including the
above officers) as a group 15,701 57,290

Employee Stock Ownership Plan

Under the Toledo Edison Employee Stock Ovnership Flan, common stock of
Toledo Edison vas, and since 1986 Centerior common stock is, allocable to
the accounts of all eligible employees of Toledo Edison in proportion to
their compensation from Toledo Edison. Toledo Edison made contributions
in 1977, 1984, 1986 and 1988, in each case fo1 the preceding tax year.
Participants are alvays fully vested in the common stock credited to
their accounts. Upon the affiliation of Cleveland Electric and Toledo
Edison, the Toledo Edison common stock in the Plan vas converted into
Centerior common stock,

Cleveland Electric

At December 31, 1990, under the Employee Stock Ownership Plan, 541 shares
of Centerior common stock were held in the account of Lyman C. Phillips
and 1,227 shares wvere held in the accounts of the three eligible
Cleveland Electric executive officers (including Mr. Phillips) as a
group.

Toledo Edison

At December 31, 1990, under the Employee Stock Ownership Plan, 541 shares
of Centerior common stock vere held in the account of Lyman C. Phillips
and 1,826 shares vere held in the accounts of the four eligible Toledo
Edison executive officers (including Mr. Phillips) as a group.
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CLEVELAND BLECTRIC

The folloving table sets forth the beneficial ovnership of Centerfar camman
stock by individual directors of Cleveland Electric and all directors and
officers of Cleveland Electric as a group as of Pebruary 28, 1991,

Name of Beneficial Number of (ommon
Ovner Shares Owned (1)
Robert J. Farling 33,044 (2)
Richard A. Miller 45,563 ()
Lyman C. Phillips 2,696
All ditectors and officers
a8 a group 108,52° (2)

(1) Beneficially owned shares include any shares vith respect to vhich voting
or investment power 1is attributed to a direcior or officer becauge of
joint or fiduciary ownership of the shares or relationship to the record
owvner, such as a spouse, even though the director or officer does not
consider himself or herself the beneficial owner., On February 28, 1991,
all directors and officers of Cleveland Electric as a group were
considered to own beneficially 0.1% of Centerioi’'s common stock and none
of Cleveland Electric's serial preferred stock. Certain directors and
officers disclaim beneficial ownership of some of those shares.

(2) Includes the folloving numbers of shares vhich are not owvned but could
have been purchased vithin 60 days after February 28, 1991 upon exercise
of options to purchase shares of Centerlor common stock:  Mr, Farling -
21,7307 Mr. Miller - 32,743; and all other officers as a group - 9,807,
None of those options have been exercised as of March 27, 1991,

TOLEDO EDISON

The follovwing table sets forth the benzficial ovnei ship of Centerior common
stock by individual directors of Toledo Edison and all directors and officers
of Toledo Edison as a group as of February 28, 1991:

Mame of Beneficial Number of Common
Owner Shares Ovred (1)

Robert J. Farling 33,044 (2)
Richard A. Miller 45,563 (2)
Lyman C. Phillips 2,696
Donald H. Saunders 1,194
All directors and officers

ac a group 109,694 (2)
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(1) Beneficially owned shares include any shares vith respect to vhich voring
or investment pover {is attributed to a director o1 officer because of
joint or fiduciary ownership of the shares or relationship to the record
ovner, such as a spouse, even though the director or officer does not
consider himself or herself the beneficial owner,  On Febryary 28, 1991,
all directors and officers of Toledo Edison as & group vere consider: * to
ovn beneficially 0.1% of Centerior's common £tock and none of Toledo
Edison’'s preferred stock, Certain directors and officers disclaim bene-
ficial ovnership of some of these shates.

(2) Includes the folloving numbers of shares vhich are not ovned but could
have been purchased vithin 60 days after February 28, 1991 upon exercise
of options to purchase shares of Centerior common stock: Mr. Farling -
21,7301 My, Miller - 32,743; and all other officers as a group - 9,807,
None of those options have been exercised as of March 27, 1991,

Item 13. Certain Relationships and Related Transactions

CENTERTOR ENERGY AND TOLEDO ED)SON

The information required by this Item is incorporated herein by reference to
Page 10 of Centerior’'s definitive proxy statement dated March 6, 1991,

CLEVELAND ELECTRIC

None.
PART 1V

Item 14, Exhibits, Financial Statement Schedules and Reports on Form 8.K

(a) Documents Filed as a Part of the Report

1. Financial Statements:

Financial Statements for Centerior Energy, Cleveland Electric and
Toledo Edison are listed in the Index to Selected Financial Data;
Management ‘s Discussion and Analysis of Financial Condition and Re-
sults of Operations; and Financial Statemenis. See Page F-1.

2. Financial Statement Schedules:

Financial Statement Schedules for Centerior Energy, Cleveland
Electric and Toledo Edison are listed in the Index to Schedules. See
Page 5-1,
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Pursuant te the requirements of Section 13 or 15(d) of the Securities Exchange
? Act  of 1934, the registrant has duly caused this report to be signed on fts
behalf by the undersigned, thereunto duly suthorized.

' CENTERIOR ENERGY CORPORATION
| Registrant

|

E March 26, 1991 By *RICHARD A. MILIER, Chairman of the

, Board and Chief Executive Officer

!

Pursuant to the requirements of the Securities Exchange Act of 1934, this re.
port has been signed below by the folloving person: on behalf of the regi-
strant and in the capacities and on the date indicated:

1
| Signature Title Date
i Principal Executive Officer: )
| *RICHARD A. MILLER Chairman of the Board )
| and Chief Executive )
| Officer )
| Principal Financial Officer: )
' *EDCAR H. MAUGANS Executive Vice )
President )
| Principal Accounting Officer:
. *PAUL G. BUSBY Controller )
| Directors: )
§ *RICHARD P. ANDERSON Director )
| *ALBERT C. BERSTICKER Director )
*LEIGH CARTER Director )
| *THOMAS A, COMMES Director ) March 28, 199]
| *VAYNE R. EMBRY Director )
| *ROBERT J. FARLING Director )
*ROBERT M. GINN Director )
. *ROY H. HOLDT Director )
| *GEORGE H. KAULL Director )
*RICHARD A. MILLER Director )
*FRANK. E. MOSIER Director )
| *S5R. MARY MARTHE REINHARD, SND Director )
| *ROBERT C. SAVAGE Director )
| *PAUL M, SMART Director )
| *VILLIAM J. VILLIAMS Director )

*By J. T. PERCIO

J. T, Percio, Attorney-in-Fact
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Pursuant to the requirements of Section 13 or 15(d) of the Serurities Exchange

Act  of 1934, the registrant has duly caused this report to  be signed on its
behalf by the undersigned, thereunto duly authorized.

THE CLEVELAND ELLCYRIC ILLUMINATING COMPANY
egist. ant

Match 28, 1991 By *LYMAN C. PHILLIPS, President and Chief
Erecutive 0fficer

Pursuant to *he requirements of the Seci.ities Exchange Act of 1934, this re-
port has been signed belov by the tolloving persons on behalf of the regi-
strant and in the capacities and on the date indicated:

Signature Title Date

Principal Executive Officer: )

*LYMAN C. PHILLIPS President and Chief )
Executive Office: )

Principal Financial Officer: )

*EDGAR H. MAUGANS Vie, President and )
Ctief Financial ) March 28, 1991
Officer )

Principal Accounting Officer: )

*PAUL G. BUSBY Controller )

Directors: )

*ROBERT J. FAKLING Director )

*RICHARD A. MILLER Director )

*LYMAN C. PHILLIPS Director )

*By J. T. PERCIO
J. T, Percio, Attorney-in-Fact
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Share Owners and Board of Directors of
Centeror Energy Corporation

We have audited the accompanying consolidated
balance shee! and consolidated statement of
cumulative preferred and preference stock of Centeror
Energy Corporation (an Ohio corporation) and
subsiiaries as of December 31, 1990 and 1989 and
the related consolidated statements of income
retained earnings and cash flows for each of the three
years in the period ended Decerber 31, 1990 These
financial statements and the schedules referred to
below are the responsibility of the Company's
management Our responsibility 1i 10 express an
opinion on these financial statements and schedules
based on our audils

We conducted our audits in accordance wit!
generally accepted auditing standards Those
standards require that we plan and perform the audit to
obtain reasonable assurance aboul whether the
financial statements are free of material misstatement
An audit Includes examining. on a test basis, evidence
supporting the amounts and disclosures in the financial
statements An audit also inciudes assessing the
accounting principles used and significant estimates
made by management, as well as evajuating the overall
financial statemient presentation We believe that our
audits provide a reasonable basis for our opinion

In out opinion, the tinancial statements referred 1o
above present fairly, in all matenal respects, the
firancial position of Centerior Energy Corporation and
subsidianes as of December 31, 1990 and 1988 and
the resulls of thewr operations and their cash fiows for

Clevetand, Ohio
February 12 1991

{Centenar Enerty)

L m——
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each of the three years in the period ended December
31, 1990 in conformity with generally accepted
accounting principles

As discussed further in the Summiary of Sigrificant
Accounting Policies and Notes 7 and 12 a change
was made in the methods of accounting for income
taxes and unbilied revenues in 1988 retroactive 10
January 1, 1988 '

As discussed further in Note 3(c) . the tuture of
Perry Unit 2 i1s undecided Construction has been
suspended since July 1985 Various options are being
considered, including resuming construction of
canceling the unit Management can give no
assurance when if ever, Perry Unit 2 wili go in service
or whether the Company s investment in that unit ang
a return thereon will uitimately be recovered

Our audits were made for the purpose of forming an
opinion on the basic financial statements taken as &
whole. The schedules of Centeror Energy Corporation
and subsidianes listed in the index 10 Schedules are
presented for purposes of complying with the
Securities and Exchange Commission s rules and are
not part of the basic financial siatements These
schedules have been subjected to the auditing
procedures apphed in the audits of the basic financial
statements and n our opinion, fairly state n all
matenal respects the financial data required to be set
forth therein in relation to the basic financial statements
taken as a whole

Arthur Andersen & Co

(Centerior Energy )

IR
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

GENERAL

Centerior Energy Corporation (Centerior Energy) 1s a
holding company with two electnc utiities as
subsidianies. The Cleveland Electric fliuminating
Company (Cleveland Electric) and The Toledo Edison
Company (Toledo Edison ). The consolidated financial
statements also include the accounts of Centenor
Energy s other wholly owned subsiciary  Centerior
Service Company (Service Company) and Cleveland
Electnc's wholly owned subsidianes The Service
Company provides at cost, management. financial
agministrative, engineenng legal and other services 10
Centenior Energy. Cleveland Electric and Toledo
Edison Cleveland Electnic ang Toledo Edison
(Operating Companies) operate as separate
companies, each serving the customers in Its service
area The frst mortgage bonds, other debt obligations
and preferred stock of the Operating Companies
continue to be outstanding securities of the issuing
utility  All significant intercompany items have been
eliminated n consolidation

Centenor Energy and the Operating Companies
follow the Uniform System of Accounts prescribed by
the Federal Energy Regulatory Commission (FERC)
and adopled by The Pubiic Utilities Commuission of Ohio
(PUCO ) The Service Company follows the Unitorm
System of Accounts for Mutual Service Companies
prescribed by the Securities and Exchange
Commission (SEC) under the Public Utility Holding
Company Act of 1935

The Operating Companies are members of the
Central Area Power Coordination Group (CAPCO)
Other members include Duquesne Light Company
(Duquesne }, Ohio Edison Company (Ohio Edison )
and Pennsylvania Power Company (Pennsylvania
Power) The members have constructed and operate
generation and transmission facilities for the use »t the
CAPCQO companies

REVENUES

Customers are billedt on a monthly cycle basis for their
energy consumplion based on rate schedules or
contracts authorized by the PUCO or on ordinances
with individual municipalities EHective January !
1988 the Operating Companies changed ther method
of accounting to accrue the estimated amount of
unbilled revenues (as defined in Note 12) at the end
of each month

A fuel factor 1s added to the base rates for electrc
service This factor 1s designed to recover from
cuslomers the costs of fuel and mas! purchased
power It s reviewed semiannually in a hearing before
the PUCO

FUE! EXPENSE

The cost of fossil fuel 1s charged to fuel expense based
on inventory usage The cost of nuclear fuel. including
an interes! component, is charged to fuel expense
based on the rate of consumplion Estimated future
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nuciear fuel disposal costs are being recovered through
the base rates

The Operating Companies deter the difterences
between actual fuel cos!s and estimated fuel costs
currently being recovered from customers through the
fuel factor This matches fuel expenses with fue
related revenues

PRE-PHASE IN DEFERRALS OF OPERATING
EXPENSES AND CARRYING CHARGES

The PUCO authorized the Operating Companies 1o
record, as delerred charges operating expenses
{including lease payments depreciation and laxes)
and interest carrying charges for Beaver Valley Power
Station Unit 2 (Beaver Valley Unit 2) from is
commercial-in-service date in November 1987 through
December 1588 After the PUCO determined that Perry
Nuciear Power Plant Unit 1 (Perry Unit 1) was
considered used and useful’ in May 1987 for
regulatory purposes. the PUCO authorized the
Operating Companies to deler operating expenses
(Including depreciation and taxes) for Perry Unit 1
from June 1987 through December 1987 when these
costs began 1o pe recovered in rates The PUCO also
authorized the deferral of interest and equity carrying
charges exclusive of those associated with operating
expenses. for Perry Unit 1 from June 1987 through
December 1987 and the deferral of only interes!
carrying charges from January 1988 through December
1988. The amounts deferred for Perry Unit 1 pursuant
1o these PUCO accounting orders were included in
property, plant, and equipment through the
commercial-in-service date in November 1987
Subsequent to that date. amounts deferred for Perry
Unit 1 were recorded as deferred charges
Amortization of these Beaver Valley Unit 2 and Perry
Unit 1 deferrals (called pre phase in defenals) began
in January 1989 in accordance with the January 1989
FUCL .ate orders discussed in Note 6 The
amaortizations will cenfinue over the lives of the related

property

PHASE -IN DEFERRALS OF OPERATING
EXPENSES AND CARRYING CHARGES

As discussed in Nole 6 the January 1989 PUCO rate
orders for the Operating Companies included
approved rate phase-in plans for their investments in
Perry Unit 1 and Beaver Valley Unit 2 On January 1
1989, the Operating Companies began recording the
deferrals of operating expenses and interest and
equity carrying charges on deferred rate-based
invesiment! pursuant to the phase in plans These
deferrals (called phase-in deferrals) will be recovered
by December 31 1998

DEPRECIATION AND AMORTIZATION

The cost of property, plant and eguipment excep! for
the nuciear generating units, is depreciated over their
estimated useful lives on a straight-line basis The
annua! straight line depreciation provision expressed

(Centerior Energy )
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DEFERRED GAIN AND LOSS FROM
SALES OF UTILITY PLANT

INTEREST CHARGES

PROPERTY, PLANT AND EQUIPMEN
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MANAGEMENT'S FINANCIAL ANALYSIS
RESULTS OF OPERATIONS
Overview
The January 1889 PUCO rate urders which provided for
three rate incraases for the Operating Companies as
discussed in Note 6. were designed to enable us to
begin recovering in rates the cost of and earn a fair
return on, our allowed investment in Beaver Valley Unit
2 and Perry Unit 1 The rale orders improved revenues
and cash flow in 1989 and 1990 and are expected to
continue to improve them in 1991 However as
discussed more fully in the fourth and fifth paragraphs
of Note €, the phase-in plans were not designed 1o
improve earnings significantly because gains in
revenues from the higher rates and assumed sales
growth are initially offise!l by a corresponding reduction
in the deferral of nuclear plant operating expenses and
carrying charges and are subsequently offset by the
amortization of such cos! delerrals and carrying
charges

Despite the positive ettect ine new rates have on
revenues and cash flow and the relatively neutral
impact they have on earnings. we face a number of
other factors which will exert a negative influence on
earnings in 1991 and beyond These include inflation
the ecc yomic recession and competitive forces The
latter, coupled with a desire to encourage economic
growth, has prompted the Operating Companies in
fecent years 1o enter into contracts having reduced
rates with certain large customers. Competitive forces
have also prompted Toledo Edison to offer a rate
reduction package (o residential and small commercial
customers as discussed in the eighth and ninth
paragraphs of Note 6 Two other factors are having a
negative influence on earnings First, the Operating
Companies are currently recording depreciation on
nuciear units at a higher level than that which s
reflected in rates because of the good performance of
the units over the las! several years Second. with
oo agiities placed in service after February
1988 and not included in rate base the Operating
Companies are currently required 10 record interest
charges and depreciation as current expenses even
though such items are not ye! reflected in rates

We are taking several steps 10 counter the adverse
eftects of the factors discussed above We are
implementing the management! audi!
recommendations discussed in the sixth paragraph of
Note 6 which are expected to reduce operating
expenses by about $100 000 000 annually We have
alreacly shared 50% of the expected savings with
customers by reducing the 1991 rate increases
granted under the 1989 rate orders However
continuing cos! reduction efforts will be necessary to
heip offset the effect of inflation Alse. the Operating
Companies are seeking PUCO approval 1o accrue
nuclear plant depreciation at a level which is more
closely ahgned with the amount currently being
recovered in rales by switching to the straight-line
method We alsc will seek approval to accrue post-in
gervice interest carrying charges and defer
depreciation charges for facilities tha! are in service
but not yet recognized in rates Inabihty to obtain
approval of the firs! accounting request would reduce
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earnings by as much as $58 000000 or § 42 per
share. in 1891 and more o less in subsequent years
depending on the performance of the units Inability 1o
obtein approval of the second request would reduce
earnings by as much as $36 000 000 or $ 26 per
share in 1991 and even more in subsequent years

The Operating Companies have agreed 1o use their
bes! eforts. such as these two raquests for
accounting orders. 1o avoid rate increases in the years
immediately following 1991 Eventually, rate increases
will be necessary 1o recognize, the cos! of our new
capital investment and the etfec! of inflation

Annuai sales growth 1s expected to average abou!
2% for the next several years contingent on future
economic events. Recognizing the imitations imposed
by these sales proiections and compelitive constraints
we will utilize our best efforts to minmize future rate
increases through maximizing our cos! reduction and
Qualty of service efforts and exploring other innovative
options. We will concentrate our etorts on retaining
customers and adding new ones through innovative
marketing and service in'tiatives

1990 vs. 1989

Faclors contributing to the 2 8% increase in 1890
operating revenues are as 1ollows

Increase
Change in Operating Revenues (Decrease |
Base Rates and Miscellaneous $151,000,000
Sales Volume and Mix (54.000.000 )
Saies to Ohio Edisan and Pennsyivania Power _{32,000.000
$ 65 000 000

The major factor accounting for the increase in
operating revenues was related to the January 1989
tate orders for the Operating Companies The PUCO
approved annual rate increases for the Operating
Companies of 9% etective in February 1989 and 7%
effective in February 1990 The associated revenue
increase in 1990 was partially offset by reduced
revenues resulting from a 2 9% decrease in total
kilowatt-hour sales Industnial sales decreased 2 8%
because of the recession beginning in 1990
Residential sales decreased 2 1% as seasonal
temperatures were more moderate In comparnson 1o
the prior year s temperatures, resulting in reduced
customer heating and cooling related demand
Commercial sales increased 0 3% as increased
demand from new all-electnic office and retail space
was offset by the etects of mild weather Other sales
activity decreased 22 3% primanly as a result of
Toledo Edison's municipal utility customers satistying
a greater portion of their power needs from other
sources The increase in revenues was also partially
offset by the loss of revenues related 10 the May 1989
expiration of Cieveland Electric s agreement to sell a
portion of its share of Perry Unit 1 capacity to Ohio
Edison and Pennsylvania Power

Operating expenses decreased 0 4% in 1980
Depreciation and amortization expense decreased
primarily because of lower depreciation 'ates used in
1990 for nonnuclear property and Davis Besse
attributable 1o longer estimated lives and because of
longer nuclear generating unit refueling and
maintenance outages in 1990 than in 1989 Federal
income taxes decreased primarily because of a
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gecrease in pretax operating income These decreases
in operating expenses were parlially offsel by an
ingrease in taxes, other than federal income taxes
resulting from higher property and Qross receipts
taxes, and by lower nuclear operating expense
deferrals for Perry Unit 1 and Beaver valiey Unit &
pursuant 1o the January 1888 PUCO rate orders

Credits for carry'ng charges recorded in
nonoperating income decreased in 1990 because a
greater share of our investments and leasehold
interests in Perry Unit 1 and Beaver Vailey Unit 2 were
recovered in rates The decrease in the lederal income
tax provision related 10 nonoperaling income was the
result of a decrease in pretax nonoperating income and
tederal income tax agjustments of $37 522 000
associated with previously gelerred investmen! tax
credits relating 1o the 1988 write-oft of nuciear plant
Other income and deductions net decreased primarily
because of less in‘erest income in 189C

1989 vs 1988

Factors contributing to the 13% increase in 1989
operating revenues are as follows

Increase
Change in Operating Revenues (Decrease |
Base Fates and Miscellaneous $173.000 DOO
Detered CWIP Revenues 88 000 000
Sales 1o Onic Edison and Pennsylvania Power (62,000,000 )

Fuel Cost Recovery Revenues 42 000,000
Sales Volume and 14 000 000

$265 000,000

The January 1989 rate orders for the Operating
Companies were primarily responsible tor two major
factors impacting the increase in revenues The PUCO
gramed poth companies 9% rate increases ettective in

ebruary 1989 The increase in revenues atiribulable
1o deferred construction work in progress (CWIF )
revenues in 1989 resulted from the reduction in the
amount of delerred credits for the mirror CWIP refund
obligations 10 customers Fuel cos! recovery revenues
increased in 1989 because of a significan! nse in the
fuel cos! recovery factors compared to 1988 The
lower 1988 factors recognized a greater amount of
refunds to our customers ordered by the PUCO for
certain replacement fuel and purchased power Cosls
coliected from customers dunng a 19851986 Davis
Begse outage Total kiiowatt-hour sales decreased

1 B% in 1989 The comparatively moderate summer
weather in 1984 iowered sales because of reduced ar
conditioning usage Hesidential sales decreased 1 6%

Commercial sales inoreased 3 8% as a resull o
continuing growth from new office buiidings and rétail
outlets Industrial sales decreased ¢ 1% principally
because of @ 7% reduction in sales 10 large steel and
automotive customers Sales to other industnal
customers increased 0 5% The decrease in revenues
from sales 10 Ohie Edison and Pannsylvania Power was
the tesull of the May 1989 expration of Cleveland
Electric s agreement 10 sell a partion of 11s share of
Perry Unit | capacity

Operating expenses increased 8 4% in 1983 Lowe
de'errais of nuclear operating expanse 1ot Parry Unit
and Beaver Valley Unit 2 resulted in a $122 000,000
increase (n expense Fuel and purchased power
expense increased largely because of the matching of
expenge with higher fuel cost recovery revenues
discussed in the preceding paragraph Improved
nuclear unil avalabiity enabled the Operating
Companies 1o sell powet 1o othes utiities The excess
of revenues over cost s trealed as a reguction in
purchased power expense which cushioned the
increase in luel and purchased power expense lor the
year Depreciation expense increased. raflective of the
increased generation from our nuclear unils since
their geprecialion 1§ recorded based on units:of
production

Nonoperating income credits tor AFUDC and
carrying charges decreased in 19839 as & result of
placing investmerit in rale base pursuant 1o the rate
orders Interest expense and preferred and preference
dividend requirements decteased in 1889 because of
retirtements and refinancings by the Operating
Companies

EFFECT OF INFLATION

Although the rate of inflalion has eased in recent years
we are still attected by even modest infiation since the
reguialory process introduces a ime-ag dunng which
increased costs of our labor. maternals and services are
not reflected in rates and fully recovered. Moreover
regulation allows only the recovery of historical costs
of plant assets through depreciation even though the
cosls 1o replace these assels would substantially
exceed thair histonical £osts In an inflglionary economy
Changes in fuel costs do not attec! our results of
pperations since those costs are deterred until
reflected in the fuel cost recovery factor included in
customers bilis

ReTAINED EARNINGS

CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES
For tre years ended December 31

1990 __ 1989 1988
1"0\1%&'\09 Aoéta's
Balance at Beginning of Year $613774  §571882  § 9086
Additions " :
Net income (loss) 264 459 266 886 (73960 )
Common stock dividends (222,482) (224 947) 259 022)
Other primatily preferred stock redempnon expenses of
subsidianies . . ~(915) o (a47) 13,747
Net mcrease (Decreasev 41,062 4 )_;«9‘ (336 72CH
Balance at End of Year $ 654,836 $ 613774 $ 5]__1_§82
The accompanying hotes and summary of significant accounting policies are an integral part of this statement
(Centenor Energy) F b {Centernor Energy)




INCOME STATEMENT

18960

Opereting Revenues $2.367 675

Operating Expenses
ruel a ; nased pov 412,531
862,738
251,640
283,425
(50,940)
7,629

96.076
863,089

Operating Income 804 578

Nonoperating Income

7,883
(M

205,085
(12,948

200,008
income Before Interest Charges 704 585

interest Charges

384,278
(5,983)
378,285
income (Loss) After Interest Charges 326,300
61,841

income (Loss) Before Cumulative Efect of an
Accounting Change 264 459

Cumulative Effect on Prior Years (1o December 31, 1987)
of an Accounting Change for Unbilied Revenues (Net
of Income Taxes of $18,729.000)

Net Income (Loss) 264 458

Average Number of Common Shares Cutstanding
(thousands ) 138,885

Eamings (Loss) Per Common Share

Dividends Declared Per Common Share




MANAGEMENT'S FINANCIAL ANALYSIS

CAPITAL R SOURCES AND LIQUIDITY

We continue o neea cash for an ongoing program of
constructing new facilities and moditying existing
facilities to mee! anticipated demand for electnc
service 10 comply with governmental regulations and
to improve the environment Cash 15 also needed for
mandatory retirement of securities Over the three
year perioo of 1988-1990 these construction and
mandatory retirement needs tolaled approximately
$1.210. 000,000 In addition, we exercised varous
options to redeem and purchase approximately
$720,000,000 of our securities

During the 1988-1990 period, Cleveland Electric
and Toledo Edison ssued $356 430000 and
$174,100,000 respectively of first morigage bonds,
and obtained $56 000000 ang $15 000000
respectively of term bank loans In 1989 and 1990
Cleveland Electric also ssued $550,000000 of
secured medium-term notes The Operating
Companies ulilized their shoriterm borrowing
arrangements (explained in Note 11) which resulted in
Cieveland Electnc and Toledo Edison having
$87,110.000 and $23.200.000, respectively. of
commercial papet outstanding at December 31, 1990
Proceeds from these financings were used 10 pay our
construction program costs, to repay portions of
short-term debt incurred 10 finance the construction
program. to retire. redcem and purchase oulstanding
securities, and for general corporate purposes

The Operating Companies were granted rate
increases effective in 1989 1990 and 1981 pursuant to
January 1989 PUCO rate orders See Note 6 for a
discussion of those rate orders which provide for
specific levels of rate increases through 1991
Although the rate orders required us 1o write off certain
assets in 1988 which lowered our earnings base. our
current cash flow was not impaired Internally
generated cash increased in 1989 and 1990 from the
1988 level as a result of the rate increases

Estimated cash requirements for our construction
program for 1991.1993 are $605.000000 for
Cleveland Electric and $235000,000 for Toledo
Edison In addition. Cleveland Electric and Toledo
Edison will require $515 000 000 and $287.000 000
respectively, for the mandatory redemption of debt and
preferred stock during this perod Cleveland Electrnc
expects to finance exlernally about 33% of s 1991
construction and mandatory redemption requirements
of approximately $267.000 000 About 78% of Toledo
Edison's requirements of approximately $177 000 000
in 1981 will be financed externally We expect 10
finance externally about 60% of vur 1992 ang 1993
requirements. If economical, we may alse redeem
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additional securities under oplional redemplion
provisions. See Notes 10(d) and (e) for intormation
concerning limitations on the issuance of preterred and
preference stock and debt

Our capital réquirements will increase after 1994 as
a result of the Clean Ax Act of 1890 (Clean Air Act)
Our future capital spendind will depend on the
implementation strategy we Choose 10 achieve
compliance with the new law Qur preliminary
estimates for .t expendittires 10 comply with the
Clean Air Ac! are in ttiw «ange of $400,000,000 to
$700,000 000 See Note 3(b)

We expect 10 be able to raise cash as needed The
avallabihity of capital to mee! our external financing
needs however, depends upon such factors as
financial marke! conditions and our gredit ratings
Current securities ratings for the Operating Companies
are as foliows

Standard Moody &
& Poor s Invesions
Corpotatan Service
Cieveland Elecinc
First marigage bonds BB8- Baal
Praterrad slock HBE+ vaal
Toledio Edison
First mangage ponds BRg - Haald
Unsocufed notes BB+ Ba!
Preferred slock BE+ bad

We believe thal the rate orders, coupled with
stnngent cost control, have given us a reasonable
opportunity to achieve financial results which should
permit Centerior Energy to continue the current
quarterty common stock dividend of § 40 per share
Nevertheless dividend action by our Board of Directors
will continue 10 be decided on a quarter-to-quarter
basis after the evaluation of financial results, potential
earning capacity and cash flow A write-off of our
investment in Perry Unit 2, as discussed in Note 3(¢),
would not reduce our retamned earnings sufficiently 1o
impait our ability to declare dividends and would not
affect our cash fiow

The Tax Reform Act of 1986 (1966 Tax Act)
provided for a 34% income tax rate in 1988 and
thereafter, the repeal of the investmen! tax credit,
scheduled reductions in invesimen! lax aradi
carrytorwards, less favorable depreciation rates, a new
alternative minimum tax (AMT) and other items
These changes had no significant cash flow impact in
1988 because we had a net operating loss for tax
purposes However. the changes resulted in increased
tax payments and a reduction in cash flow dunng
1989 and 1990 because we were subject 1o the AMT

(Centerior Enetgy)
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CasH FLows

Cash Fiows from Operating Activities

A

Cash Flows from Financing Activities

2t IR . 3

Cash Flows from Investing Activities

Net Change in Cash and Temporary Cash investments
Cash and Tempcrary Cash Investments at Beginning of Year
Cash and Temporary Cash Investments at End of Year

$

1990

264 459

251 640
142,190
(34,287)
(60,792)
(11,843
205,085
84,150
(43,311)
(7,883)

(40,966)

(26.445)
(29,015)
63,610
(24.913)
(10.772)
46,278
310,737

109,888

167.300

337,500

31,000
(25,601)
(395,287)
(99.076)
(222,482)
(7,360)
(104,118)

237,436)

(5.993)
(13,065)
(256 484)
(49,865)

103,143
53,278




BALANCE SHEET

ASSETS
PROPERTY, PLANT AND EQUIPMENT

CURRENT ASSETS

DEFERRED CHARGES

$ 8,648 888
2,056,244

6,592,644
268,386
865,149

7,726,178
522,672

45 452

8,294,303

§3,278
242,761
80,866
108,758
62,578
218.444
9,922

766,607

1,165,804
119,623
80,564
634,595
629,744
202,895

2,833,325

$11,894,235




CAPITALIZATION AND LIABILITIES
CAPITALIZATION

OTHER NONCURRENT LIABILITIES

CURRENT LIABILITIES

DEFERRED CREDITS

$ 2156197
654 836
2,810,033

237,490
427,334
729,237
7,204 094

508,694
508,694

214,138
114,943
110,064
311,713
323,716
84,778
13,972
28 555
23,888
7.386
233,183

336,136
730,954

212,693
626,463
41,588

2,948 264
$11,894,235




STATEMENT OF CUMULATIVE PREFERRED CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES
AND PREFERENCE STOCK

1990 Shares Current . December 31
Outstanding Call Price %0 1989
CLEVELAND ELECTRIC (MBS et

Without par value 4,000 000 preferred shares authorized and without par value
3,000,000 preference shares authorized none outstanding
Preferred, subject to mandatory redemption

§ 735 Seres C . 180.000 $ 101.00 $ 18,000 $ 18000
86 00 Series E : 30.000 1,034 43 * 30,000 33.000
7500 Series F 2384 1,000 00 2,384 2.384
8000 Senes G -— - — 800

145 00 Series H - — — 14 244
14500 Series | 13.779 - 13,779 12,717
113.50 Series K 10,000 — 10,000 10.000
Adjustable Sernes M 500.000 103 00 45,000 49 000
9 125 Series N 750,000 106 08 73,968 __73.968
187,131 220113

Less Current maiurities 25,969 1181

Ane2 2z sez
Preferred, nol subject 10 mandatory redemption

§ 740 Senes A : 500,000 101.00 50,000 50,000

7 56 Series B , 450,000 102 26 4507 45 071
Adjustable Series L 500,000 103 00 48 950 48 950
Remarketed Series P . 750 100,000 00 73313 73313

217,334 217.334
TOLEDOEDISON LR S
$100 par value, 3.000 000 preferred shares authorized $25 par value
12,000,000 preferred shares authorized and $25 par value
§.000.000 preference shares authonzed, none outstanding
Preferred, subject to mandatory redemgption

$100 par $11.00 . 34,825 101.00 3,483 4 480
9.375 150,100 103.85 15,010 16,675

25 par 281 ] . 2,000,000 26.87 80000 50000
68,493 71,185

Less Current maturities 2,165 2.16F

66,328 68 940
Preferred. not subject to mandatory redemption

$100 par § 426 160,000 104 625 16,000 6000
4 56 50,000 101.00 5,000 §.000

425 100.000 102.00 10,000 1. 000

832... 100,000 102 46 10,000 10,300

776 150.000 102.437 15,000 15,000

7.80 150,000 101,65 15,000 15.000

1000 ... 180,000 101.00 18,000 19,000

25 par 221 1,000 000 2590 25,000 25,000
2365 o wils 1,400 000 28 45 35,000 35000

Series A Adjustable 1,200.000 2575 30,000 30,000

Series B Adjustable 1,200.000 - 30,000 30,000

21000 210000

CENTERIOR ENERGY
Without par value, 5 000,000 preferred

shares authorized — — .. L
Total Preferred Stock, with Mandatory Redemption Provisions $237,490  $281 352
Total Preferred Stock, without Mandatory Redemption Provisions $427,334  $427 334

The accompanying notes and summary of significant accounting policies are an intey;al part of this statement
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NOTES TO THE FINANCIAL STATEMENTS
(1) PROPERTY OWNED WITH OTHER UTILITIES AND INVESTORS

The Operating Companies own, as tenants in common with other utiities and those investors who are owner
participants in various sale and leaseback transactions (Lessors) certain generating uni's as listed below Each
owner owns an undivided share in the entire unit Each owner has the nght 10 a percentage of the generating
capability of each unit equal to its ownership share Each utility owner is obligated to pay for only its respective share
of the construction and operating costs Each Lessor has leased (ts capacity rights to a utiity which is obligated to
pay for such Lessor's share of the construction and operating costs The Operating Companies share of the
operating expense of these generating units is included in the Income Statement Property. plant and equipment at
December 31, 1990 includes the following facilities owned by the Operating Companies as tenants in common with
other utilities and Lessors

Owner
n Owner ship Plant Construction
Service ship @ Power n Work Accumulated
Generating Unit Date Share walls Source Service in Progress Depreciation
I Service (thousands of dollars )
Seneca Pumped Storage . 1970 80 00% 306 Hydro $ 58 344 $ 554 $ 19527
Eastiake Unit 5 . . . 1872 68 80 411 Coal 154 589 1 899 -
Perry Unit | and Common Faciities . 1987 §1.02 609 Nuciear 2,624 244 10,902 257 625
Beaver Valley Unit 2 and Comman
Faciihes (Note 2) 1987 2612 214 Nuciear 1.350 451 8197 138078
Construction Suspended (Note 3(¢))
Perry Unit 2 Uncertain 5102 615 Nuciea o 865 149 P
$4 DR7 533 $887 101 $416 427

Depreciation for Eastiake Unit § has been accumulated with depreciable property for all generating units rather

than by specific generating units

Ohio Edison and Pennsylvania Power purchased B0 megawatts of Cleveland Electric's capacity entitiement in
Perry Unit 1 from Novemnber 1987 through May 1989 Revenues from this transaction were $31 831 000 and

$84 068,000 in 1989 and 1988, respectively

(2) UTILITY PLANT SALE AND LEASEBACK TRANSACTIONS

As a result of sale and leaseback transactions
completed in 1987 the Operating Companies are co-
lessees of 18 26% (150 megawatts ) of Beaver Valley
Uni 2 and 65% (51 megawalts), 459% (358
megawatts) and 44 38% (355 megawatts) of Units 1
2 and 3 of the Marsfield Plant. respectively, all for
terms of about 29'% years

Future minimum lease payments under these

operating leases at December 31 1990 are
summarized as foliows
Year Amount
(thousands of dollars |
1991 $ 170000
1892 123.000
1083 174.000
1994 174 000
1995 174,000
Later Years 4171000
Total Future Mirimum
Lease Paymenls $5.036.000

Semiannual lease payments conform with the payment
schedule for each lease

Rental expense is accrued on a straight-ine basis
over the terms of the leases The armounts recorded as
rental expense for the Mansfield Plant leases were
$114 564 000 in both 1990 and 1988 and
$111.105.000 in 1988 Rental expense for the Beaver
Valley Unit 2 lease was $72 276 000 in both 1990 and
1989 Rental expense for Beaver Valley Unit 2 of
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$70.300 000 in 1988 was recorded in a deferred
charge accoun! pursuant to PUCO accounting orders
This deferred amount is being amortized to expense
over the life of the lease beginning in 1989 Additional
rental expense amounts, which were not delerred but
were charged to expense in 1988 were not significant

The Operating Companies are responsible under
these leases for paying all taxes, insurance premiums
operalion and maintenance costs and all other similar
costs for their interests in the units sold and leased
back The Operating Companies nay incur additional
costs in connection with capital Improvements to the
units The Operating Companies have options to buy
the inlerests hack at the end of the leases for the far
marke! value at that hime or to renew the leases
Additional lease provisions provide other purchase
options aleng with conditions for mandatory
termination of the leases (and possible repurchase of
the leasehold interests ) tor events of default These
events of delault include noncomphiance with several
financial covenants affecting Centerior Energy and the
Operating Companies contained in an agreement
relating 1o a letter of credit 1Issued in connection with
the sale and leaseback ¢! Beaver Valley Unit 2, as
amended in 1989 See Note 10(e)

Toledo Edison is seling 150 megawatts of its
Beaver Valiey Unit 2 leased capacity entitiement to
Cleveiand Electric This sale commenced in November
1988 and we anticipate tha! it will continue al least
until 1898
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starting 21 weeks after an accident, 67% of such
estimate per week for the next 52 weeks and 33% of
such estimate per week for the next 52 weeks The
cost and duration of replacemen! power could
substantially exceed the insurance coverage

(5) NUCLEAR FUEL

The Operating Companies have inventories for nuciear
fuel which should provide an adequate supply Intc the
mid-1990s Substantial additional nuclear fuel must
be obtained to supply fuel for the remaining usefu lives
of Davis-Besse, Perry Unit 1 andl Beaver Valley Unit 2
More nuclear fuel would be required if Perry Unit 2
were completed

In 1989, existing nuclear fuel financing
arrangements for the Operating Companies were
refinanced through leases from a special purpose
corporation. The total amount of financing currently
available under these lease arrangements is
$609,000 000 ($309 000.000 from intermediate term
notes and $300.000.000 from bank credit
arrangements ). although financing 1 an amount up o
$900.000.0C0 is permitted The intermediate term
notes mature in the period 1993-1997 Beginning in
1991, the bank credi! arrangements are canceiable on
two years' notice by the lenders As of Cecember 31
1990, $547,000.000 of nuclear fuel was financed
The Operating Companies severally lease ther
respective portions of the nuclear fuel and are
obligated to pay for the fuel as it is consumed in a
reactor The lease rates are based on various
intermediate-term note rates, bank rates and
commercial paper rates

The amounts financed include nuclear fuel in the
Davis-Besse, Perry Unit 1 and Beaver Valley Unit 2
reactors with remaining lease payments of
$127,000.000, $46.000,000 and $59 000.000
respectively, as of December 31, 1990 The nuclear
fuel amounts financed and capitalized also included
interest charges incurred by the lessors amounting to
$33.000,000 in 1990. $44 000000 in 1988 and
$41.000000 in 1988 The estimated future lease
amortization payments based on projected
consumption are $112 000,000 @ botn 1991 ang
1992 $116,000000 in 1893, $190,000 000 in 1994
and $99.000.000 in 1995 As these payments are
made the amount of credit available to the lessor
becomas avaiiable to finance additional nuclear fuel
assuming the lessor's intermedialg:term notes and
bank credit airangements continue to be oulstanding

(6) REGULATORY MATTERS

On January 31 1989, the PUCO ssued orders which
providied for three annual rate increases for the
Operating Companies of approximately 8% 7% and
6% effective with bills rendered on and after February
1. 1889, 1980 and 1991 respectively The 6%
increase etfective February ! 1991 has been reduced
to 4 35% for Cleveland Electric and 2 74% for Toledo
Edison as discussed below

The annualized revenue increases in 1989 and
1990 associated with the rate orders were
$120 700 000 and $105.700 000, respectvely, for

(Centerior Energy)

Cieveland Electnc and $50 700 000 and $44 300 000,
respectively. for Toledo Edison In 1991, the estimated
annualized revenue increases resulting from the
orders, as adjusted. are $71.400 000 for Cleveland
Electric and $18.600.000 for Toledo Edison before
giving effect to the rate reduction proposals discussed
below

The January 1989 rate orders provided 1or the
permanent exclusion from rate base of a portion of the
Operating Companies’ combined investment in Perry
Unit 1 and Beaver Valley Unit 2 which resulted in a
write-off of $454 000.000 ($300 000,000 after tax) in
1988 Since the orders effectively eliminated the
possibility of the Operating Companies recoverng
their remaining investment in four nuclear construction
projects canceled in 1980 and recovering certain
deferred expenses for Davis-Besse, additional write
offs totaling $80.000.000 ($49 000.000 atter tax)
were recorded in 1988, bringing the total write-off of
nuclear costs as a consequence of the orders 1o
$534 000,000 ($349 000000 after tax)

The phase in plans under the January 1989 rate
orders were designed so that the three rate increases
coupled with then-projected sales growth, would
provide revenues sufficient 1o recover all operating
expenses and provide a fair rate o! return on the
Operating Companies aliowed investments in Perry
Unit 1 and Beaver Valiey Unit 2 for ten years beginning
January 1, 1989 In the early years of the plans the
revenues were expected 1o be iess than that required
10 recover operaling expenses and provide a fair
return on invesiment Therefore, the amounts of
operating expenses and return on investmen! not
currently recovered are delerred and capilalized as
deferred charges Since the unrecovered investment
will decline over the period of the phase-in plans
because of depreciation and federal income tax
benefits that result from the use of accelerated tax
depreciation, the amount of revenues required 1o
provide a fair return also declines Beginning in the
sixth year, the revende levels authorized pursuant 1o
the phase-in plans were designed to be sufficient to
recover thal period s operaling expenses. a far return
on the unrecovered invesiments, and amortization of
delerred operating expenses and carrying charges
recorded durnng the earlier years of the plans All
phase-in deferrals after December 31, 1888 relating 10
these two units will be “ecovered by December 31,
1998 Pursuant to such phasein plans, the Operating
Companies deferred the following

1990 ' 989
Mousands of dokars |
Deterredt Operating Expanges $ 50940 $ 74585
Carrying Cnarges
Oebt $ 72782 $111. 714
Equitty 13¢ 303 187 445
$206 085  $299.159

Under the January 1989 rate orders. the amount of
deferred operating expenses and carrying charges
scheduled to be recorded in 1981 through 1893 total
$104.000.000, $84 000000 and $24 000000
respectively. The phase in plans weré designed so thal
fluctuations in sales shoulid not affec! the leve! of
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earnings The orders accomplish this by ailowing the
Operating Companies to seek PUCO approval to
adjust cost delerrals if actual revenues are higher or
lower than amounts projecied in the orders The orders
also provide for the adjustment of deferrals to refiect
50% of the net after-tax savings in 1983 and 1990
identified by the management audit and approved by
the PUCQ as discussed in the following paragraphs No
change was made in the cost deferrais for 1988 The
Operating Companies delerred an additional
$10 189,000 of carrying charges in 1990 and will
request PUCO approval of the deferral

In connection with the 1989 orders. the Operating
Companies and the Service Company have
undergone a management audi! to assure that
operation and maintenance expense savinQs are
maxmized The audi! was conducted uncer the
direction of an Audit Advisory Panel (Audit Panel)
comprised of representatives of Centerior Energy the
Ohio Office of Consumers’ Counsel and the Industral
Energy Consumers In April 1990, the Audit Panel
announced tha! ! had dentified potential annual
savings In operahng expenses i the amount of
$98.160.000 trom 1389 budgei ievels The amount of
potential savings attributable to Cleveland Electric 1s
55% ($53 988 .000) and the amount attributable to
Toledo Edison 1s 45% ($44 172 000) The Operating
Companies expect to begin realizing most of the
savings identified by the audit by the end of 1881

Fitty percent of the savings dentified by the Audit
Panel were used to reduce the €% rate increase
scheduled to go inte effect on February 1, 1991 for
each of the Operating Companies As discussed
previously Cleveland Electnc rates increased 4 35%
and Toledo Edison rates increased 2 74% under this
provision as approved by the PUCQ in January 1991
The rate impact s different for the {wo companies
because much of the savings will be achieved in areas
such as nuclear operations in which Toledo Edison
stands 10 achieve greater savings relative 10 its size

In @ move to become more competitive in Northwest
Ohio, Toledo Edison has proposed a rate reguction

(7) FEDERAL INCOME TAX

R Ty T —

package 1o all incorporated communities in Toledo
Edison s service area which are served exclusively by
Toledo Edison on a retall basis The package ca s for
the ehmination of the 2 74% tate increase effecive
February 1, 1991 for all residential ang small
commercial customers a reduction in residential rates
of 3% on March 1 1931 and a further residential rate
reduction of 1% on September 1 1891 Conmunities
accepting the package mus! agree 10 keep Toledo
Edison as their soie supplier of electricity for a period of
five years The package also permits Tolede Edison to
adjust rates in those communities an February 1,
1984 and February 1, 1995 if inflation exceeds
specified levels or under emergency conditions. All
eligible communities in Toledo Edison's service area
excep! the City of Toledo have accepted the rate
reduction package

Toledo Edison plans to request PUCQO approval 10
reduce rates (¢ the same leveis 1or the same cusiome:
categories in the City of Toledo and the rest of its
setvice area If all areas now served by Toledo Edison
receive the benefits of the lower rates. annualized
revenues will be reduced by about $17 000,000 The
revenue reducltions will not adversely aect the phase-
in plans as the decrease in reve wes will be mitigated
by the cost reduclions discussed above

The Operating Companies have entered into an
agreement with other members ot the Audit Panel in
which the Operating Companies have agreed 1o use
their best efforts to avoid rate increases in the years
immediately following 1991

The 1989 orders aiso sel nuciear performance
standards through 1998 Beginning in 1991, the
Operating Companies could be required 1o refund
incremental replacement power costs if the standards
are not met The Operating Companies do not believe
any refund will be required for 1981 Fossil-fueled
power plant performance may not be raised as an issue
in any rate proceeding before February 1994 as ong
as the Operating Companies achieve a system-wide
avallability factor of at least 65% annually. This
standard was exceeded in 1989 ang 1980

Federal income tax. computed by multiplying the income betore taxes and preferred and preterence dividend
requirtements of subsidianes by the statutory rates. is reconcied o the amount of fegeral income tax recorded on the

books as foliows

Boak Income Before Federal income Tax

Tax on Book Income al Statptory Rate
increase | Decrease | i Tar
Acceleralad Oepracialion
investment tax crecits on disallowed nuclear plant
Organization cosis
Taxes. other than lederdl income tanes
Other nems

Total Fedgeral Income Tax Expense

(Centerior Energy )

For the years ended December 31

1990 1989 1988
(thousands of doliars )
$435 324 $528.086 $ £701
$148010 $178 542 § 2278
b 287 10.415 6.829
197 532 - -

- - 5617
{12.116) 1107, 2090
4365 _5212 _(5642)
$109.024 $14a8 562 $ 11172
=== po— o = oes pAA RS aand
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Federal income tax expense Is recorded in the Income Statement as follows
For the years ended December 31
L 1988 AL
(thousands of daollars )

Operating £ xpenses
Current Tax Provision . § 42 685 $ 61860 § 785620
Changes i Accumulated Deterred Federal income Tax
Accelerated depreciation and amortization ’ a1 717 44 144 26 168
Alternative minimum tax credit (24 340) (12.87%4) -~
Sele and leaseback 1ANSACLIONS NG AMONi2BLON 8617 4 348 13 588
Property tax expense (14 861 - (12.127)
Deterred CWIP revenues 20 486 22 731 {8.463)
Delerred fuel cosls . : 742 [4.384) 16.227
System development costs ‘ 651 555 9167
Davis Besse replacement power - 8161 15,281
Federal ncome tax return adusiments - - (1p.621)
Reacquired deb! costs v 1,385 (1.060) 3774
Deterred operating expenses 2asa 1.02) 14913
Net operating s carrylorward - - (2.545)
Other tems : , r ; 13 889 5254 {8.508)
Investmen! Tax Credits : 265! 1780 A (2687
Taotal Charged to Operating Expenses 96,076 122 386 123 697
Nonoperating Income
Current Tax Provision {42,256) (38 341 (46 432
Changes in Accumulated Deferred Federal income Tax
Davis Besse replacement power - - £724
Write off of nuclear cosls (22.143) - (188 820)
AFUDC and carrying charges . T4 447 114 300 133,637
Taxes other than tederal income taxes — o §620
Ne! operating loss carrylorward - - (36831
Other items ‘ L8 __(1.782) . 13852)
Total Expense (Credit) 1o Non operaling Income 12 948 73177 (131.264)
Fedetal income Tax Included in Cumulative Eftect of an
Accounting Change for Unbilied Revenues - L 872§
Tola! Federal Income Tax Expense $106 024 $106 862 $ 11172
=S = |l

in 1988, a change was made in accounting for income taxes from the deferred to the liability method This
change did not impac! net income as the additional deferred taxes recorded were offset by a regulatory asset on the
Balance Shee!

Federal income tax expense adjustments in 1990, associated with previously deferred investment tax credits
relating to the 1988 write-off of nuclear plant investments decreased the net tax provision related to nonoperating
income oy $37.522,000 and increased earnings per share by $ 27

The favorable resolution of an 1ssue concerning the appropriate year 10 recognize a property tax deduction
resulted in an adjustment which reauced federal income tax expense in 1990 by $14 011,000 ($10.375 000 in the
fourth quarter) and increased earnings per share by $ 10 ($ .07 in the fourth quarter)

For tax purposes. net operating loss (NOL ) carryforwards of approximately $74 627 000, $71,532 000 and
$327 852,000 were generated in 1990 1989 and 1988 respectively The NOL carryforwards are available 10 reduce
future taxable income and will expire in 2003 through 2005 The 34% tax effect of the NOLs generated in 1990
($25.373000) and 1989 ($24 321.000) is included in the above tabie as a reduction 1o deterred lederal income
lax relating to accelerated depreciation and amortization The 34% tax effect of the NOL generated in 1988
($111.470,000) is included in the above table as reductions to deferred federal iIncome tax relating 1o accelerated
depreciation and amortization ($72 094 000) and to deferred federal income tax charged to operating expenses
($2 545,000) and to nonoperating income ($36.831,000) Future utiization of these tax NOL carrylorwards
would result in recording the related deferred taxes

Approximately $31.665 000 of unused general business tax credits are available to reduce future 1ax obligations
The unused credits expire in varying amounts in 2001 through 2005 Utilization of these unused credits is imited by
provisions of the 1986 Tax Act and the level of future 1axablc income to which such credits may be applied

The 1986 Tax Act provides for an AMT credit to be used to reducs 'he regular tax 10 the AMT level should the
regular tax exceed the AMT AMT credits of $24 340,000 ana $12 874 000 were generated in 1990 and 1989
respeclively

(Centerior Energy ) FA7 (Centerior Energy )



8) RETIREMENT INCOME PLANS AND OTHER
POSTRETIREMENT BENEFITS

GUARANTEES




(10) CAPITALIZATION
(a) CAPITAL STOCK TRANSACTIONS

Shares sold. retired and purchased for treasury during
the three years ended December 31, 1990 are listed in
the following table

1990 1988 1988

{thousands of shares )

Common Stock
Employee Savings Plan - - ?
Employee Purchase Plan - a6 82
1878 Key £ mployee Siock
Option Plan . e 17 27
Total Common Stock Sales .- LR 1é
Treasury Shares {1,361) {1.082) {2)
Net Crange (AR I3RRUR:. . s il
Cumulative Preterred and
Prelerence Stock of Subsidianes
Subgec! to Mandatory
Redemplion
Cleveland Electne Retirements
Prefered
$ 7038 Senes C 110) (10) (10)
88 00 Seces £ (3) (3) (8)
75 00 Seties ¥ - (1) (14)
80 00 Series G (1) (2) (8)
145 00 Setee M (14) (4 (4)
145 00 Senes ! (4) (4) 4
Preterance
$ 77 50 Senes ! - (6} (?)
Toledo Edison Retirements
Preferred
$100 par $11 .00 {10} (5) {5}
8375 (17 (17} (17
Total 559) 552! 559.
Cumulative Preterred Silock of
Subsidianies Not Subject to
Mandatory Redemption
Toledo Edisan Retirements
$25 par 3 47 - — {1.200)
Totat A - - {1.200)
o= SIS - 3

Shares of commaon stack required for the Exnployee
Savings Plan and the Employee Purchage Plan are
being acquired in the open market

Centerior Enegoy began a praogram in 1989 to
purchase up 10"%00,000 shares of its common stock
at prevaling prices in the open marke! in the pernod
between March 28, 1988 und March 31, 1891 As of
December 31, 1990 2 510 000 shares had been
purchased at a total cost of $46 198,000 Such shares
are being heid as treasury shares

(b) COMMON SHARES RESERVED FOR ISSUE

Common shares reserved for issue under the Employee
Savings Plan and the Employee Purchase Plan were
3.176.727 and 21448 shares respectvely a!
December 31 1890

Stock options to purchase unissued shares of
common stock under the 1978 Key Employee Stock
Option Plan were granted at an exercise price of 100%
of the fair marke! value at the Jate of the grant No
additional options may be granted The exercise prices
of option shares purchased dunng the three years
ended December 31, 1990 ranged from $14 09 to
$17 41 per share Shares and price ranges of

(Centerior Energy )
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outstanding oplions held by employees were as

follows
1878 Koy
Stk o S
W6 e 1pas
Options Outstanding a! gl
December 31
Shares 168666 216187 314683
Option Prices $140010 $140810 $1408 10
$2073 82073 $2073

(¢) EQUITY DISTRIBUTION RESTRICTIONS

At December 31 1980 consofdated releined earnings
were comprised almost entirely of the undigttibuled
retained earnings of the Operating Companies
Substantially all of ther relained earnings were
avalable for the declaration of dividends on their
respective preferred and common shates All of their
commaon shares are held by Centerior Energy

Any financing by an Operating Company of any of
its nonutility atlikates requires PUCO authorization
uniess the financing is made in connection with
rransactions in the o'dinary course of the companies
public utiities business operations In which one
company acts on behall of another

() CUMULATIVE PREFERRED AND
PREFERENCE STOCK

Amaounts to be paid for preferred stock which mus! be
redeemed durnng the nex! five years are $28 000 000
in 1881, $18.000.000 in 1992 and $43,000.000 in
each year 1993 through 1985

The annual mandatory redemption provisions are as

(oh0we Annual Mandatory
Regemption Provisions
E;nog: P‘;u:o
v el "
Hodeemed 8wm v Share
Cieveland Electng
Prafered
$ 735 Senes C 10.000 1084 § 100
88 00 Senes £ 3.000 1081 1.000
Y 7500 Senes F 2384 1986 1000
14§ 00 Series | 1 968 1688 1.000
113 50 Serips K 10.000 1981 1000
Adjustable Seres M 100 000 1961 100
0 125 Setas N 160,000 Tl 100
Tolego Egison
Preterren
$100 par $11 00 5.000 1870 100
8378 16 650 1985 100
25 par 281 400 .000 1983 25

* Hepresents remaining shares 1o be redeemed March 1 1861
* Al putstancing shares to be redeemed June | 189

The annualized cumulative preferred dividend
requirement as of December 31 1990 1s $60 000 000

The preferred dividend rates on Cleveland Electric s
Senes L and M and Toledo Ecison's Seres A and B
fluctuate based on prevailing interest rates. with the
dividend rates for these issues averaging 8 38%
7 71%. 9 06% and 9 Bd%, respectively in 1990 The
dwidend rate on Cleveland Electnc s Remarketed
Series P averaged 8 01% in 1990

Under itg articles of incorporation. Toledo Edison
canno! 1ssue preferred stock unless certain earnings
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coverage requirements are met Based on earnings for
the 12 months ended December 31 1990 Toledo
Edison could issue a! December 31, 1980
approximately $7 500 000 of additional preferred siock
at an assumed dividend rate of 11% If Perry Unit 2
had been canceled and written off as of December 31,
1890 Toledo Edison would not have been permitied to
ssue any additional preferred stock See Note 3(¢)
The issuance of additional preferred stock in the future
will depend on aarnings for any 12 consecutive
months of the 16 months preceding the date of
issuance, the interest on &' long-tarm debt outstanding
and the dividends on all preferred stock issues
outstanding

There are no restrictions on Cleveland Electric's
ability 10 issue preterred or preference stock or Toledo
Edison's ability 10 18sue preference stock

With respect to dividend and liquidation nghts
each Operating Company s preferred stock 1§ prior 10
its preference stock and common stock. and each
Operating Company's preference slock 18 prior to its
common slock

(e) LONG-TERM DEBT AND OTHER
BORROWING ARRANGEMENTS

Long term debt less current maturities for the
Operating Companies was as foliows

Actual
or Average .. December 31

interes! Rate 1990 1989
(thousands of doltas |

Year of Maturity

Fust mortgage bonds

1891 . B376% $ — § 35000
1941 1800 - 70 000
1981 1375 - 4334
1992 15.28 20,000 20,000
19492 10 68 40,000 40.000
1992 1375 4 334 4 334
1883 Cn 3875 30,000 3C.000
1943 . . 8 8% 50000 5C,000
1983 1376 4334 4 334
1964 . 4 375 25,000 25.000
18984 . 1375 4 334 4 334
1695 10 125 - 36.800
1995 1125 60 000 60 000
199% Bt 13 7% 4334 4 334
1865 . 700 120 720
1898 . 7.00 15 18
1985 7.00 15 15
1966-2000 0 35 214788 218788
20012008 . 908 194,135 184 135
20062010 808 323650 323650
20112015 § 38 445 435 5353435
20162020 B gz 760,180 592 880
2021-2023 809 322100 322100
2511384 2875218
Term bank icans due

1992 1996 8™ 127900 130000
Notes due 19462 180¢ 870 780430 474215
Debentures due 1847 1125 125,000 125000

Poliution control notes
due 1892 2018 Qg8 190 860 221250
Other — ne! - 4 BE3 7973

Total Long Term

Dbt $3 729 237 $3 533 656
ST TSNS

Long-term gebl matures during the next five years
as follows $186.000 000 in 1991, $220.000 0C0 in
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1982 $317.000 000 1n 1983 $63 000,000 in 1884
and $282 000.000 in 198F

In 1989 and 1980 Cievelana Electnc i1ssued
$550 000,000 aggregate principal amount of secured
medium-term noles with vanous maturlies ranging
from 19893 to 1999 and annual interes! rates ranging
from 8 95% to 8 B% The notes are secured by first
mortgage bonds

During 1890 Cleveland Eilectric arranged 1o refund
in 1982 $78 700 000 principal amount of its First
Mortgage Bonds 13'a% Series due 2012 which are
coliateral security for poliution control refunding bonds
issued by a public authority The authorty & bonds will
be refunded a! the same time To etfect the refund of
its bonds. the authority entered into a contract with two
instiiutions to deliver in 1992 $78 700 000 aggregate
principal amount of its tax-exempt poliution contrel
bonds due December 1, 2013 with an interest rate of
8% at a price of 87 496% for an eHective interes!t cost
of 8 25% The authorty s bhonds will be secured by
$78.700 000 principal amoun! of Cleveland Electric s
First Morigage Bonds, 8% Senes due 20138 The
proceeds will be used to redeem the authorty s
outstanding bonds and refund the 13'%4% Series Fist
Mortgage goncs in July 1992 The PUCO authorized
Cleveland Electric to record interes! expense equal 1o
a blend of the higher rate on the outstanding bonds
with the lower rate on the new bonds for an interest
expense reduction of $1.000000 n 1980 and
approximately $6 000 000 total in 1881 and 1992

The mortgages of Cleveland Electric and Toledo
Edison constitule direct first hens on substantially all
property owned and franchises held by them Excluded
from the liens among other things aré cash
securities. accounts receivable fuel supplies and. in
the case of Toledo Edison. automotive equipment

Additionar first mortgage bands may be issued by
Cleveiana Electric under its mortgage on he basis of
bondabile property additions. cash or subsi'tution for
retundable first mortgage bonds The issué e of
additional first mortgage bonds by Clevelan ‘ Ele~inc
on the basis of property additions 1s imited ~ (wo
provisions of its morigage One relates to o o amount
of bondable properly avalable and the other 1o
earnings coverage of interest on the honds Under the
more restnctive of these provisions (cutiently. the
amount of bondable property avalable) Cleveland
Electnc would have been permitted to issue
approximately $369 000,000 of bonds based upon
available bondable property al December 31 1880
Cleveland Electnic also would have been permitted 10
issue approximately $159 000,000 of bonds based
upon refundable bonds at December 31, 1990 It Perry
Unit 2 had been canceled and wntten off as of
December 31 1990 Cieveland Electric would have
been permitted 1o issue approximately $20 00C 000 of
bonds based upon available bondable property and
approximately $159 000 000 of bonds based upon
retundable bonds at December 31 1990

The issuance of additional first morigage bonds by
Toledo Edison aiso is limited by provigions in 11s
mortgage similar to those in Cleveland Electnc s
morigage Under the more restriclive of these
provisions (currently the earnings coverage lest)
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(13) QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The tollowing is a tabulation of the unaudited quarterly results of operations for the 'wo years ended December 31
1990

Quarters Ended ol s LA
March 31 June 30 Sept 30 Dec 3!
(thousands of doliars, excep! per share amounts )
1990
Operating Revenues . ... .................. ceeieae. 9560504 8577505  §673.015  $556 561
Operating Income ... ... ... ... INE i - . $116208 § 86782 $171723 $129.863
Netincome . . ....................... e $ 80509 8 54921 8 99749 § 58280
Average Common Shares (thousands) .................. 139486 138080 138610 13844
Earnings Per Common Share ... ........................ § 3k $ 40 § 72 8 a3
Dividends Paid Per Common Share. . ........... . ... . § 40 % a0 % 4 % 40
1989
Operating Revenues . ... ............ S ... $565230 $677.303 $637619 $532.284
Operating Income ... ............. e, $112968  $120.708  $152796  § 36,459
Nel InCOme . .. .........c....... ¢ il R K3 1L A ... $67680 § 77807 $108857 § 12532
Average Common Shares (thousands) .................. 140829 140,752 140,391 138 980
Earnings Per Common Share ..., .. a3 4 (I $ 48 86 ¢ 7 09
Dwvidends Paid Per Common Share ... .. .. o o 8 40 § aC 3 0 40

Earnings for the quarter ended June 30, 1990 were increased as a result of federal income tax expense
adjusiments associated with deferred investment tax credits relating to the 1988 write-o#f of nuclear plant
investments See Note 7 The adjustments increased quarterly earnings by $36 298 000, or $ 26 per share

Earnings for the quarter ended December 31 1990 were increased as a result of year-end adjustments of
$25 790 000 to reauce depreciation expense for the year (see Summary of Significant Accounting Policies )
$10 168 000 1o increase phase-in carrying charges (see Note 6) and $10,375 000 to reduce federal income tax
expense (see Note 7). The total of these adjustments increased quarterly earnings by $35 000 000. or $ 25 per
share
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FINANCIAL AND STATISTICAL REVIEW
Operating Revenues (thousands of doliars)

1990 $718 078 $668 810 $77% I $189 754 82 357 133 § 10 542 $2 367 €75 $ $2 367 §7¢

Operating Expenses (thousands of doliars)

1990 $412 5 $862 738 $251 640 $283 428 $ (43N $§ 9 07C $1 863 099

income (Loss) (thousands of dollars)

1990 $504 576 § 786883 $205 085 $(12048) $704585 $384 278 § (59093) $326 300
L]
income (Loss) (thousands of dollars) Common Stock (dollars per share & %)
b
1990 $61 841 $ 264 459 H $264 459 138 885 $ 1.90 9 4% $1.8( $20.30
(|8
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CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

Electric Sales (millions of KWH)

Electric Customers (year end) Residential Usage

average  Average

Avwa Prce Revenue
nousine LS ¢ P P
Year Resclentia  Commercial  Indusing  Wholesale  Other Total Resdential Commercial & Other Tota Customer  KWH  Custome
1090 6 666 6848 12108 148 959 26708 918965 94622 12006 1026383 7078  1082¢ $76562
1989 € BO6 6 830 12 520 420 996 27 581 914 020 83 B33 12 763 1020616 7 265 1008 737 68
1968 6 820 6577 12 783 B63 946 28098 908 182 g2 132 1€ 306 1013618 7 462 821 €90 06
1087 ... 66588 6 360 11 986 390  94h 26 342 903 305 80 148 12 240 1 D05 753 7217 945 685 43
1986 6 527 6 239 11 408 242 908 25326 898 583 87 847 12 012 Gk 547 7108 S 1B 654 94
1980 € 434 § 431 11227 1630 826 25548 882 987 83 602 i1 480 78 045 7111 6186 437 98
Load (MW & %) Energy (millions of KWH) Fuei
?ww:e Ne EH
| 1 RNy«
m Prar Capacity LoRd Company Generated Purchased Fuel Coa! BYTPy
Yea of Paak Load Mar gin Factor Fossu Nuciear Totai Power  Towwl Par KW W
1990 6 437 5 261 18.2% 636% 21114 9481 30595 (1926) 28 666 1.52¢ 10 554
1989 6 430 § 389 16.2 833 20 174 12 122 32 296 (e 7T8E 28 511 147 10 435
1988 6 525(d) 5673 (27) 608 21 876 7805 20 381 20 30 301 1 69 10 410
1087 5 9565 §173 131 836 20 894 6 907 27 801 60! 28 402 1 63 10 466
1986 - § 198(d) 502! 34 630 22738 24 22 783 4 882 &7 g 179 10 282
1980 6 113 4 835 242 643 20 018 2114 22 129 § 248 e7 3715 ! 66 10 519
investment (thousands of dollars)
Construction
Waork In Tota
Uhility Accumutaled Progress Nudear Propecty Uity
Pant In Deprecation & Net & Perry Fue: ana Pian! and Plant Totai
Year Service Amortization Mant Uit 2 Oy EQuaprmen! Agdrhons Assely
1890 $8 648 888 $2 056 244 $6 592 644 $1 133 835 $568 124 $8 264 30 $ 251312 $11 894 235
1989 8411 116 1 831 767 6 579 348 1 167 273 591 692 8 328 314 230 787 11 666 547
1988 8 143 673 1 569 304 6 674 369 1222 732 643 087 8 440 188 343 145 11 8§73 098
1987 8 388 114 1 324 446 7 063 688 1007 707 656 350 8 727 728 947 921 11 349 B36
19586 4 636 542 1 367 66 3271 B8O § 237 782 B52 564 8 162 220 1 133 748 10 011 932
1980 3 802 029 778 488 2 823 54! 1331 323 BG 683(e) 4 244 547 €33 999 4 B27 G44a
Capitalization (thousands of dollars & %)
Praterred & Prefacence Proterad Slock wihou!
Stock with Mandatory Mandatory Redemphion
Year Comman Stock Equity Redemption Provisions Prowsens long Tem Deot Tow
1990 $2 810 033 3% $237 4% 3% $427 354 6% $3 729 237 52% §7 204 094
1889 2794 572 40 281 352 4 427 334 6 3 533 856 50 7036 914
1988 2771 TA4 39 303 78! 4 427 334 [ 3 551 &4 51 7 D54 473
1987 3 108 060 4! 343 985 4 457 334 6 3718 248 48 7 628 628
198€ 2891 341 39 ABT B4 7 404 O Y 1792 402 4G 7 6756 578
1980 1 385 229 36 327 000 8 245 071 3 1 925 834 50 3 B83 234

d) Capacity data reflecls exlended generating unit outages for renovation and Wnprovements
ge g Q

(0) Restated lor effects of capitalization of nuclear fue! lease and linancing arrangements pursuan! 1o Statemert of Financial Accounting Standards 71

(Centerior Energy) F.24
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

GENERAL

The Cleveland Electric Nluminating Company
{Company) is an electric utility and a wholly owned
subsidiary of Centerior Energy Corporation (Centeror
Energy) The Company follows the Uniform System of
Accounts prescribed by the Federal Energy Regulatory
Commission (FERC) and adopted by The Public
Utilities Commission of Ohio (PUCO) The financial
statements include the accounts of the Company s
wholly owned subsidianes, which in the aggregate are
not matenal

The Company is a member of the Cential Area
Power Coordination Group (CAPCO) Other members
include The Toledo Edison Company ( Tolede Edison )
Duquesne Light Company (Duquesne ). Ohio Edison
Company (Ohio Edison) and Pennsylvania Power
Company (Perinsylvania Power) The members have
constructed and operate generation and transmission
facilities for the use of the CAPCO companies Toledo
Edison is also a wholly owned subsidiary of Centerior
Energy

RELATED PARTY TRANSACTIONS

Operating revenues, operaling expenses and interest
charges include those amounts for transactions with
affiliated companies in the ordinary course of business
operations

The Company s transactions with Toledo Edison are
primarily for interchange power, transmission line
rentals and jointly owned power plant operations and
construction. See Notes 1 and 2

Centerior Service Company ( Service Company )
the thira wholly owneu subsidiary of Centerior Energy
provides. at cost. management, financial
administrative. engineening. legal and other services 10
the Company and other affikated companies The
Service Company billed the Company $106 000 000
$92 000,000 ang $78 000,000 in 1990, 1989 and
1988 respectively. for such services

REVENUES

Customers are bilied on a monthly cycle badis for their
energy consumption based on rate schedules or
contracts authorized by the PUCO . Effective January
1. 1988 the Company changed its method of
accounting 1o accrue the sstimated amount of unbilied
revenues (as defined in Note 12} ut the end of each
maonth

A fue! factor 15 added (o the base rates for electne
service This factor is designed to recover from
customers the costs of fuel and most purchased
power It 1s reviewad semiannually in a hearing before
the PUCO

FUEL EXPENSE

The cost of fossil fuel is charged (o tuel expense based
on inventory usage The cost of nuciear fuel Including
an interest component, s charged 1o fuel expense
pased on the rate of consumption Estimated future

{Claveland Electrnc )

no

o

nuciear fuel disposal Cos!s are being recovered trivugh
the base rates

The Company defers the differences betwuer
actual fuel costs and estimated fuel costs Curiantly
being recovered from customers through he fugl
factor This matches fuel expenses with fuel raigted
revenues

PRE-PHASE-IN DEFERRALS OF OPERAT NG
EXPENSES AND CARRYING CHARGES

The PUCO authorized the Company to 2¢o'd &5
deferred charges, operating expenses (inciuaing lsasc
payments, depreciation and taxes) and niteres!
carrying charges for Beaver Valiey Power Station unit
2 (Beaver Valley Unit 2) from its commercial-in-
service date in November 1987 through December
1988 Ater the PUCO determined that Perry Nuclear
Power Plant Unit 1 (Perry Unit 1) was considered

used and useful ' in May 1987 for regulatory
purposes. the PUCO authonzed the Company 1o Seter
operating expenses (including depreciation and
taxes) for Perry Unit 1 from June 1987 through
December 1987 when these costs began to be
recovered in rates. The PUCO also authorized the
deferral of interest and equity carrying charges,
exclusive of those associated with operating expenses
for Perry Unit 1 from June 1987 through Cecember
1987 and the deferral of only interest carrying charges
from January 1988 through December 1988 The
amounts deferred for Perry Unit 1 pursuan! 1o these
PUCO accounting orders were included in property
plant and equipment through the commercial-in-service
date in November 1987 Subsequent to that date,
amounts deferred for Pern Unit 1 were recorded as
de erred charges Amortization of these Beaver Valley
Unit 2 and Perry Unit 1 deferrais (called pre-phase-in
deferrals) began in January 1989 in actordance with
the January 1989 PUCOD rate order discussed in Note
6. The amortizations will continue over the iives of the
related property

PHASE-IN DEFERRALS OF OPERATING
EXPENSES AND CARRYING CHARGES

As discussed in Note 6, the January 1989 PUICO rate
order for the Company included an approved rate
phase-in plan for the Company s invesiments in Perry
Unit 1 and Beaver Valley Unit 2 On January 1. 1889
the Company began recording the deferrals of
operaling expenses and interes! and equity carrying
charges on deferred rate-based investment pursua.t 1o
the phase-in plan These deferrals (called phase-in
deferrals) will be recovered by December 31, 1998

DEPRECIATION AND AMORTIZATION

The cos! of property, plant and equipment, excep! for
the nuclear generating units, is depreciated over their
gstimated usefu! ives on a slraight-line basis The
annual straight-line depreciation Provision expressed
as a percen! of average depreciable ulility olant In
service was 3 3% 10 1890 and 3 9% in 1989 and 1888

(Clevelang Electrnc



P T—

e S T i e e A i T ———

The 1990 rat. declined because of a change in
depreciation rates attributable to 1 estimated
lives for nonnuciear property The O approved this
change in depreciation rates etfective January 1. 1990
whith reduced depreciation expense for 1990 by
$12 070,000 and increased earnings $3 000 000

Depreciation expense for the nuclear units is based
on the units-of-production method {n 1980 the
Nuclear Regulatory Commission (NRC) approved a
Si= vear extension of the operating license for the
Davis-Besse Nuclear Power Station (Davis Besse)
The PUCO approved a change in the units-of
proc.ction depreciation rate for Davis -Besse effective
January 1, 1990 which recognized the life extension
This change reduced depreciation expense for 1990 by
$5.960 000 and increased earnings $4 000,000

Erfective July 1988 the Company began the
external funding of future docommcssoomng costs for its
operating nuclear units pursuant to a PUCO order
Cash contributions are made to the funds on a
straight-line basis over the remaining licensing period
for each unit Amounts currently in rates are based on
past estimates of decommissioning costs for the
Company of $&2 000,000 in 1986 dollars for Davis
Besse and $44 000000 and $35000,000 in 1987
dollars for Perry Unit 1 and Deaver Valley Unit 2,
raspectively Actual decommissioning costs are
expected o exceed ‘hese estimates. It 15 expected
thal increases in the vns! estimates wiil be recove atile
in rates resulting from future rate proceedings The
current .evel of expense oeing funded and recovered
from customer= over the remaining licensing pernods of
the units is appres'mately $4 000000 annually

FEDERAL INCOME TAXES

The financial staiements reflect the ability method of
accourting for income taxes as a result of adopting a
new standard lor accounting for income taxes in 1988
The liabiity method requires that the Company's
defered lax imbilities be adjusted for subsequent tax
rate changes and that the Company record deferred
taxes for all temporary differences between the book
and tax bases of assets and liabilities A portion of
thess temporary differences relate to timing
differences that the PUCO used to reduce prior years'
tax expense for ratemaking purposes whereby no
deferred taxes were recorded Sivce the PUCO
oraguce permits recovery of such taxes from
custoriars when they become payable. the net amaunt
Jue frem customers has been recorded as a reguiato y
assat ‘n Ceferred charpes

For cefiain property. the Company recensd
wivestmart tay “redits which have beeqn accounted o
ge deferred redits The amortization o' these
nvesime' 'ax credis s iaported a8 & redusiier of

(Cieveland Electnc

depreciaticn expensa under the liabiity method See
Note 7

DEFERRED GAIN FROM
SALE OF UTILITY PLANT

The Compeny entered o a sale and lsaseback
transaction in 1987 fur the coal fired Brice Mansficld
Generating Mant (Mansfisls Plant ) as Gsoussed in
Note 2. The tranzaction resulted In & net gain which
was deferred. The Ceompany s amortizing the
applicabie deferred guin oveitthe term of the leases
under the sale andl leaseback agreemert The
amorhizziion and the iease expense amount are
rect aed as other operalion and mainten”1ce axpense

INTER® ST CHARGES

Qe interes! igporiac i the income Statement daes
not inctide nterest on ni clear fuel obligations Interest
on nuciear fue: abl-gatians for fuel under construction
is capitalized See Nole §

Losses and gains reaiized upon the reacquisition or
redemption of long-term debt are deferred consistent
with the regulatory rate treatment Such losses and
Qains are either amortized over the remainder of the
original life of the gebt issue retired or amortized over
the life of the new debt issue when the proceeds of a
new 1ssue are used for the debt redemption The
amortizations are included in debt interest expense

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are stated at onginal
cos! less any amounts ordered by the PUCO to be
written off. Included in the cost of construction are
items such as related payroll taxes, pensioris fringe
benefits management and general overheads and
allowance for funds used during construction
(AFUDC) AFUDC represents the estimated
composite debt and equity coe! of funds used to
finance construciion This noncash allowance is
credded o income. excep! for certain AFLIDC for Perry
Nuclear Power Plant Unil 2 {Ferry Urit 2) See Nole
3(c). The gross AFUDRC rate was 10 48% 10 91%
and 11.23% in 1070 1982 anc 1988. respectiver,

Maintenasce and repars are charged Ic expense as
incurred Certain mainitenar.ce and repa - expenses for
Perry Unit 1 end Beaver valey Unit 2 are hoiry
Jelerred pursvant 1o the PUCT: ascounting srders
aiscussed above The cog' of ravlacing plant and
equininent is chaiged 5 rha uliity plant ascourns The
cost of wroperty relired o, iemoval cos's, after
ceductiry any sakage .a'ug is charged io the
aseumulated provigion e Japreciation

wigveiand Eloctne)



PAANAGEMENT'S FINANCIAL ANALYSIS
RESULTS OF OPERATIONS

Uviiview



1989 ve. 1588

ReTAINED EARNINGS

Balance at Beginning of Yea
Additions

Deductions




INCOME STATEMENT

1980

Operating Revenues $1 6665 844

Operating Expenses

377,082
514,186
175 654
187 .454
(33,960
J. 848
75089
308 463
Operating Income 346 381

Nonoperating Income
‘ 4531
1,836

161,588

(20,401
147 564
income Before interest Charges 493 94

interest Charges

Income Before Cumulative Efect of an Accounting
Change

Cumulative Effect on Frior Years (1o December 31, 1887)
of an A((mm!mg C‘M\"QG‘ for Unbilled Revenues (Net
of Income Taxes of $14,552.000)

Net Income
Preferred and Preference Dividend Requiremants

Earmngs Available for Common Stock




MANAGEMENT'S FINANCIAL ANALYSIS
CAPITAL RESOURCES AND LIQUIDITY




CasH FLows

Cash Flows from Operating Activities

175,654
111,029
(17,224

(36.134)
(11.410)
508
47 (tt
(30,012)
(4,531

o)
-

(16,878
(22.494
38,051
(5,195)
(16,275)

14 4984
256 822

Cash Flows from Financing Activities

86 688
(167,200

100,00¢
337,500

\ 10,00

(211.810

- : (66,129
(185 8561

(5,515

(76,317)

Cash Flows from Investing Activities
(156,769)

(3.31%

{11,00¢

(6699

{1 Yy va +

Net Change in Cash and Temporary Cash Investments 2,718
Cash and Temporary Cash Investments at Beginning of Year 28.330

Cash and V.('Hl‘l\)ldf, Cash Iinvestments at End of Year y 31.048

\




(This page intentionaily lef! biank )
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ASSETS

PROPERTY, PLANT AND EQUIPMENT
Utilty plant ir: service
Lest accumulated gepreciation and amortization

Construction work in progress
Perry Unit 2

Nuclear fue! ne! of amortization
Othet o cperty loss acoumulated depreciation

CURRENTY ASSETS
Cash and temporary cash investments
Amounts due from customers and others, nel
Amounts due from alf ates
Unbilled re venues
Materials und supplies al average cost
Fossil fuel inventory &t average cos!
Taxes applicable to succeeding years
Other

DEFERRED CHARGES
Amounts due from customers for tuture federal income taxes
Unamortized 1oes on reacguired deb!
Carrying chaiges and sparaling cxpenses, pre phase.in
Carrying charges and operating expenses. phase in
Other

Total Assels

1990

Decemper 31

1689

(thousarids o Solars

$6.041,876
1,410,081
4,631,827
176,232
_ 521,464
5.326.622
300,624
43420
8,672,776

31,048
179,184
19,642
60,700
'.0“3
37,000
165,069
.02
566,561

671,450
53,160
178,675
464 434

... 138,202
1,708,821

$6 878 826
1264 570
4614 255
203 638
523 2094

£ 441 18R
300 18¢
45192

5686 36¢

<8 330

162 320
6.252
65183

56 481

34 117
145 668
2318
497673

€81 BOG
47 460
383 827
268 BT
95503
1477170

The accompanying notes and summary of significant accounting polcies are an integral part of this statement

(Cieveland Electric ) F.34

{Cleveland Eiectric)




CAPITALIZATION AND LIABILITIES
CAPITALIZATION

OTHER NONCURRENT LIARILITIES

CURRENT LIABILITIES

DEFERRED CREDITS




TES——

STATEMENT OF CUMULATIVE THE CLEVELAND ELECTRIC ILLUMINATING COMPANY AND SUBSIDIARIES

PREFERRED AND PREFERENCE STOCK

1990 Shares Current
Outstanging Call Price

Without pat vaive 4 000 000 preferred shares authorized. and without par value

3.000.000 preference shares authorzed, none outstanding
Preferred, subject o mandatory redemption

§ 735 Series C 180.000 $ 10100
88 00 Seres t 30 000 1034 43
7600 Seres F 2384 1,000 00
80 00 Senes G - -

145 0C Series M - -
146 00 Series | . 13,779 -
113 560 Senes K 10.000 -
Adjustable Series M $00.000 103 .00
9125 Series N 750000 106 08

Less Current matunties
Total Preferred Stock, with Mandatory Sedemption Provisions
Preferred. no! subject 1o mandatory redemgion

§ 740 Sernes A £790.000 101 .00
756 Series B : 447,000 102 26
Adjustable Series L 500,000 103.00
Bemarkeled Saries P 750 100,000 Q0

Total Preferred Stock, without Mandatory Redemption Provisions

December 31 .
1090 1989

———

(thousands o' golars )

$ 18,000 $ 19000

30,000 33000
2,384 2 384

- 800

- 14.244
13,778 17.717
10,000 10.000
49000 4% 000
13,968 13968
197131 ¢20.113
25069 1161

$171,162 $212 362

§ 50,000 $ 60000

45,071 45 071
48,950 48 950
_TaM3 733

$217,334 $217 334

The accompanying notes and summary of significan! accounting policies are an integral part of this statement

(Cleveland Electric) F-36
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NOTES TO THE FINANCIAL STATEMENTS

(1) PROPERTY OWNED WITH OTHER UTILITIES AND INVESTORS

The Company owns, as & tenant in common with other utilities and thase invesions who ae ownerparticipants in
Varous sale and leaseback transactions (Lessors) certain generating units as hsted below Each owner owns an
undivided share in the entire unit Each owner has the nght 1o a percentage of the generating capabiiity of each unit
equal 1o its ownership share Each utility owner 1§ obligated to pay for only its respective share of the construction
and operating costs Each Lessor has leased its capacity nights 1o a utility which 1§ obligaled 1o pay for such
Lessor s shate of the construction and operating costs The Company s share of the operating expense of these
generating units 1§ included in the Income Statement Property, plant and equipmen! @t December 31 1980 includes
the following facilities owned by the Company as 8 tenant in common with other utilities and Lessors

COwnership - Pian! Congtruction

Ownership i n Work Aocu \
Generating Uni! B'Sm Share walls Soyrce Servioe In Progress pccgm:.d’?
" m { thousands ol aollars !
Seneca Pumped Storage 1970 8000% 306 Hydro $ 5B 344 L $ 08527
Enstinke Lot & 187 8 B0 41! Coal 154 K80 | 6pd -
Davie Besse 1977 61 38 as? Nucha GaE pak 37.08% 131 801
Perry Unit 1 ang Comman Faciites 1087 31114 M NuCles! 1,606, 310 £ Bat 156 529
Beaver Valiey Unit £ ang Common
Faoities (Note ¢) 1887 24 47 2 Nuciear 1,168 653 5807 120 183
Construction Suspenced (Note 31¢))
Parry Uit 2 Unoertann 31 11 ars Nutlea: . A 521 464 e
$3 634 bad $671 824 $427 040
SronmeT

Depreciation for Eastiake Unit 5 has been acoumula‘ed with depreciable property for all generating units rather
than by specific generating units

Ohio Edison and Pennsylvania Power purchased B0 megawatts of the Company & capacity entitlement in Perry
Unit 1 from November 1887 through May 1989 Revenues from this transaction were $31 831 000 and $84 068 000

in 1980 and 1988, respectively

(2) UTILITY PLANT SALE AND LEASEBACK TRANSACTIONS

As a resull of sale and leaseback transactions
completed in 1987, the Company and Toledo Eaison
are co-lessees of 18 26% (150 megawatts) of Beaver
Valley Unit 2 and 6 5% (51 megawatts) 45 9% (358
m?amm) and 44 38% (355 megawatts) of Units
1. 2 angd 3 of the Manshield Plant respectively all for
terms of about 29'4 years

As co-lessee with Toledo Edison, the Company 18
also obligated for Toledo Edison s lease payments |f
Toledo Edison is unable 10 make i1s payments under
the Mansfield Plant and Beaver Valley Unit 2 leases
the Company would be obhigated to make such
payments No payments have been made on behai! of
Toledo Edison to date

Future minimum lease payments under these
operating leases at December 31 1980 are
summarized as follows

For the For Toldo

Year Comgany Edison
{ thousands of dollars |
1981 $ 63000 § 107000
1942 63 000 110,000
1995 63,000 111,000
1904 63.000 111,000
1996 63,000 111,000
Laler Years $1.570 000 $2 592 000
Total Future Mumurm
Lease Payments $1.894 000 $3 142 000

Semiannual lease payments conform with the payment
schedule for each lease

Rental expense 15 accrued on a straight-ine basis
over the terms of the leases The amounts recorded by
the Company as rental expense for the Manstield
Piant leases were $70 008 000 n both 1990 and 1988
and $68 010 000 in 1888

(Clevaland Electtic )

The Company and Toledo Edison are responsible
under these wases for paying all taxes insurance
premiums. operation and maintenance costs and all
other similar st for their interests in the unis sold
and leased back The Company and Toledo Edison
may incut additional costs in connection with capital
improvements to the units The Company and Toledo
Edison have options 10 buy the interests back at the
end of the leases for the farr marke! value at thal time
or 1o renew the leases Additional lease provisions
provide other purchase options along with conditions
for mandatory terminaton of the leases (and possible
repurchase of the leasehold interests) tor events of
default These events of delaull include
noncompilance with several financial covenants
attecting the Company, Toledo Edison and Centerior
Energy contained In an agreement relating 1o a letter of
credil ssued in conneclion with te sale and
leaseback of Beaver Valley Unit 2 24 amended in
1989 See Note 10(d)

Toledo E~ean 18 seling 160 megawatts of its
Beaver Valley Unit 2 leased capacity enlitiement 10 the
Company This sale commenced in November 1988
and we anticipate that it will continue al leas! until
1998 Purchased power expense for this transaction
was $102.773.000. $104, 127,000 and $18 533.000 n
1990 1989 and 1988 respectively In 1988 a portion
($16.061.000) of the purchased power expanse was
recorded in a deferred chmge account pursuant 1o a
PUCO accounting order. This amount s being
amortized 1o expense over the lile of the lease
beginning in 1988 The future minimum lease payments
associated with Beaver Valley Unit 2 aggregate
$1 936 000.000

(Cleveland Electrnc)
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(3) CONSTRUCTION AND CONTINGENCIES

(a) CONSTRUCTION PROGRAM

The estimated cost of the Company § construction
program for the 18811883 penod s $648 000 000
ing AFUDC of $43.000000 ang excluding
nuclear tuel

(b) CLEAN AIR LEGISLATION

The Clean Air Act will require. among other things
significant reductions in the emission of sulfur dioxide
and nitrogen oxides by the Company s fossi fueled
slectnic generating units The Clean Air Act will require
that sultur dioxide emissions be reduced In two
phases over a ten-year period Centerior Energy s
preliminary analysis indicales that compliance with the
Clean Air Act may require additional aggregate capital
expenditures by the Company after 1994 in the range
of $370.000 000 to $665 000,000 Compliance also s
expected 1o result in somewha! higher fuel and
operation and maintenance expenses in phase one and
even higher operation and mainienance expenses In
phase two (after 1989

The aggregate *te increases needed to fund
compliance with the first of the two phases could be in
the range of 2% 1o 4% by 1999 Total complance
costs of the Clean Air Act for both phases could resu!t
in tggugo!o tate increases in the range of 7% 1o 8%
by 2004 A more specific compliance cos! estimate
will become available when Centerior Energy s
compliance strategy for the Company and Toledo
Edison i1s further developed

We believe that Ohio law would permit the recovery
of compliance costs from customers in rates

(¢) PERRY UNIT 2

Perry Unit 2 including its share of the common
facilities. 16 over 50% complete Censtruction of Perry
Unit 2 was suspended in 1985 by the CAPCO
companies pending future consideration of various
options, including resumption of full construction with a
revised estimated cos! and completion date or
cancellation No option may be implemented without
the approval of each of the CAPCO companies
Duquesne, & 13 74% owner of Perry Unit 2, has
advised the Pennsylvania Pubhic Utikty Commussion
that it will not agree to resumption of construction of
Perry Unit £ The NRC construction permit for Perry
Unit 2 expires in November 1981 The Company which
is responsible for the construction of Perry Unit 2
pians to apply for an extension of the construction
permit prior to the expiration date Under NRC
regulations, this action will cause the construction
permit (o remain in effect while the application is

ng
It Perry Unit 2 were 10 be canceled then the

Company ¢ net investment in Perry Unit 2 (less any tax
saving ) would have 1o be written off We estimate that
such a write off, based on the Company s investment
in this unit as of December 31 1990 would have been
about $268 000 000, after taxes See Note 10(d) for
a discussion of other patential consequences of such
a write o

(Cleveland Electric)

Beginning in July 1985, Perry Unit 2 AFUDC was
gredited 1o a deferred income account until January 1
1988 when the practice was discontinued

(d) SUPERFUND SITES

The Comprehensive Envitonmental Response
Compensation and Liability Act of 1880 as amendes
(Supertund) established programs addressing the
cleanup of hazardous waste disposal sites emergency
preparedness and other issues The Company s
aware of iis potential invoivement in the cleanup of
seven hazardous wasle sites ' We believe that the
ultimate outcome of these matters will no! have a
material adverse etfect on the Company s inancial
congition or results of operations

(4) NUCLEAR OPERATIONS AND
CONTINGENCIES

(a) OPERATING NUCLEAR UNITS

The Company & interests in nuclear units may be
impacted by acliviies or events beyond the
Company s control Operating nuciear generating units
have experienced unplanned outages or extensions of
scheduled outages because of equipment problems
or new regulatory requirements A major accident at a
nuclear facility anywhere in the world could cause the
NRC 10 limit ot prohibit the operation. construction of
licensing of any nuclear unit If one of the Company s
nuciear units (s taken out of service for an extended
period of ime for any reason, including an accident at
such unit of any other nuciear facility, we cannol
predict whether regulatory authorities would impose
unfavorable rate treatment such as taking the
Company's atfected unit out of rate base An extended
outage of one of the Company s nuclear units coupled
with unfavorabie rate treatment could have a matenal
adverse effect on the Company & inancial position and
resulls of operations

(b) NUCLEAR INSURANCE

The Price-Anderson Act imits the liability of the owners
of a nuclear power plant to the amount provided by
private insurance and an industry assessment plan in
the event of a nuclear incident at any unit in the
United States resultling in losses in excess of the level
of private insurance (currently $200.000 000) . ihe
Company's maximum potential assessmen! under that
plan (assuming the other CAPCO companies were 1o
contribute their proportionate share ol any
assessment) would be $70 754 000 (plus any inflation
adjustment) per incident bu! 8 limiled fto
$10.696 000 per year for each nuciear incigent

The CAPCO companies have insurance coverage
for damage to property at Davis Besse. Perry and
Beaver Valley (including leased fuel and clean up
costs) Coverage amounted 1o $2.325 000 000 for
each site as of January 1. 1891 Damage 1o property
could exceed the insurance coverage by a substantial
amaunt il it does the Company § share of such
excess amoun! could have a matenal adverse effect on
the Company s financial candition and results of
operations

(Cleveland Electric)
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The Company also has insurance coverage tor the
ncremental cost of any replacement powe! purchased
(over the costs which would have been incurred had
the units been operating ) after the occurrence of
certain types of acodents at the Company 8 nuclear
units. The amounts of the coverage are 100% of the
estimated incremental cos! per week 0uring the 52
week penod starting 21 weeks atter an accident 67%
of such estimate per week for the next 52 weeks and
33% of such estimate per week for the next 52 weeks
The cost and duration of replacement power co.id
substantially exceed the insurance coverage

(5) NUCLEAR FUEL

The Company has inventories for nuclear fuel which
should provide an adequaie supply into the mid- 1980
Substantial additional nuclear fuel must be obtained to
supply fuel for the remaining useful lives of Davis:
Besse, Perry Unit 1 and Beaver Valley Unit 2 More
nuclear fuel would be required if Perry Unit 2 were
compieted

In 1989, existing nuclear fuel financing
arrangements for the pany and Toledo Edison
were refinanced through leases from a special purpose
corporation The total amount of financing currently
available under these lease arrangements (s
$609 000,000 ($308 000 000 from intermediate term
notes and $300.000.000 from bank credit
arrangements ) . although financing in an amount up 1o
$900 000.000 1s permitted The imermediate-term
notes mature in the period 19931997 Beginning in
1991, the bank credit arrangements are cancelable on
two years notice by the lenders As of December 31
1990, $314.000,000 of nuciear fuel was financed for
the Company The Company and Toledo Edison
severally lease thew respective portions of the nuclear
fuel and are obligated to pay for the fuel as it is
consumed in a reactor The lease rates are based on
varous Intermediate-lerm note rates, bank rates and
sommercial paper rates

The amounts financed for the Company include
nuclear fuel in the Davis-Besse Perry Unit 1 and
Beaver Valiey "Init 2 reactors with remaining lease
payments of $05 000000, $28,000 000 and
$33.000,000. respectively. as of December 31 1990
The Company s nuclear fuel amounts financed and
cepitalized also included interest charges incurred by
the lessors amounting to $19 000,000 n 1980
$25.000.000 in 1989 anc $23 000,000 in 1688 The
estimaled future lease amortization payments based
on projected consumptan are $63 000,000 in both
1991 and 1992 $66 000 000 in 1993. $62 000.000 n
1994 and $56 000 000 in 199¢ As these payments
are made. the amoun! of credit available 1o the lessor
becomes available to finance additional nuclear fuel
assuming the lessor s intermediate term notes and
bank credit arrangements continue (o be outstanding

(6) REGULATORY MATTERS

On January 31, 1988, the PUCO issued an order ahich
provided for three annual rate increases for the
Company of approximately 9% 7% and 6% eHective
w'1h bills rendered on and after February 1 1988 1990

(Ciev, land Electric )
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and 1981 respectively The 6% increase effective
February 1, 1891 has been reduced 1o 4 35% as
AiSCUSSOT below

The annualized revenue increases in 1989 ang
1990 associated with the rate order were
$120.700.000 ana $105 700000 respectvely in
1891 the estimated annualized revenue increase
resulting from the order as adjusted. 1s $71 400 000

The January 1989 rate order provided for the
permanent exclusion trom tate base of a port an of the
Company s investment in Perry Unit 1 ang Beaver
Valley Unit 2 The exclusion fesulted in a write off by
the Company of $212.000.000 ($140.000 000 atter
tax) in 1988 Since the order efectively eiminated the
possibiity of the Company recovering its remaining
investment in four nuciear construchion projects
canceled in 1080 and recovering certan deferred
expenses for Davis-Besse additional write-offs totaling
$45,000 000 ($28.000,000 after tax) were recorded
by the Company in 1988, bringing the total write-off of
nuclear costs as a consequence of the order 1o
$257.000.000 ($168 000.000 atter tax)

The phase-n plan under the January 1989 rate
order was designed o that the three rate increases
Coupled with then-projected sales growth, would
provide revenues sufficien! 1o recover all operating
expenses and provide a fair rate of return on the
Company s allowed invesiment in Perry Unit 1 and
Beaver valiey Unit 2 for ten years beginning January 1,
1989 In the early years of the plan. the revenues were
expected 10 be less than tnal requited 1o recover
operaling expenses and provide a fair return on
investment Therefore, the amounts of operating
expenses and return on investment not currently
recovered are deterred and capitalized as deterred
charges Since the unrecovered investment will decline
over the perod of the phasen plan because of
depreciation and federal income tax benefits that
result from the use of accelerated tax depreciation the
amount of revenues required 1o provide a fair return
also dechines Beginning in the sixth year the revenue
levels authorzed pursuant 10 the phase-in plan were
designed to be sutficient to recover that period s
operaling expenses a far return on the unrecovered
investment. and amortization of deferred operating
expenses and carrying charges recorded during the
earlier years of the plan All phase-in deferrals after
December 31 1888 relating 1o these two units will be
recovered by December 31 1998 Pursuant 1o such
phasein pian. the Company deferred the following

1090 _1eee
(Thousanas of dolles )
Deferred Operating Experses $ 33860 § 52020
Carrying Charges
Debt $ 51421 § 81007
Equity 110177 135 764

Under the January 1989 rate order. the amount of
delerred operating expenses and carrying charges
scheduled to be recorded in 1981 through 1993 total
$80.000.000 $51.000 000 and $8 000 000
respectively The phase in plan was designed 0 that
fluctuations in sales should no! aMfect the level of

(Cleveland Electric )



earnings  The order accomplishes this by allowing the
Company to seek PUCO approval to adjus! cos!
deferrals if actual revenues are highet o lower than
amounts projected in the order The order also provides
for the adjustment of defertals to reflect 50% of the net
atter-tax savings in 1988 and 1990 dentified by the
nt audit and approved by the PUCO as

discussed in the following paragraphs No change was
made in the cost deferrals for 1988 The Company
delerred an additional $24 102 000 of carrying
charges in 1990 ang will request PUCO approval of the
deferral

in connection with the Company s 1889 order and a
similar order for Toledo Edison. the Company Toledo
Edison and the Service Company have undergone &
management audii to assure tha! operation and
maintenance expense savings are maximized The
audit was conducted under the direction of an Audi
Advisory Panel (Audit Panel) comprised of
representatives of Centerior Energy. the Ohio OMice of
Consumers’ Counsel and the Industnal Energy
Consumers In April 1890 the Audit Panel announced
that it had dentified potential annual savings in
operating expenses in the amount of $88 160 000 trom
Centerior Energy s 1988 budget level The amount of

(7) FEDERAL INCOME TAX

potential savings attrbutabile to the Company 1s 58%
($53.988.000) The Company expects to begin
reaizing most of the savings identiied by the audit by
the end of 1891

Fitty percent of the savings dentified by the Augit
Panel were used to reduce the 6% rate increase
scheduled 10 go into effect on February 1. 1981 As
discussed previously. the Company s rates increases
4 35% under this provision as approved by the FUC)
in January 1891

The Company has entered into an agreement witr
other members of the Audit*Panel in which the
Company has agreed 10 use 15 bes! eMorts 10 avoid
rate increases in the years immediately following 1991

The 1889 ~:4er also sets nuclear performance
standards through 1998 Beginning in 1991 the
Company could be requited 1o refund incremental
replacement power cos!s If the standards are not met
We do no! believe any refund will be required for the
Company for 1981 Forsil-fueled power plant
performance may not be raised as an issue in any rate
proceeding before February 1994 as long as the
Company and Toledo Ecison achieve a system wide
availability factor of at least 65% annually This
standard was exceeded in 1989 and 1990

Federal income tax computed by multiplying income before taxes by the statutory rates s reconciled 1o the amount
of federal income tax recorded on the books as follows

Book Income Belore Federal Income Tax

Tax o Book income al Statulory Rale
inciease (Decrease) in Tax
Acoelerated depreciaon
Invesiment tgx credits on gisalowed nuciear plant
Organization cos!s
Taxes, other than tederal income taxes
Other ilems

Total Federal Income Tax Expense

(Cleveland Eiectric )
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_For the years ended December 31

1890 1689 1988
(thousanas o' dollats )
$337 628 $351 193 $161 129
ﬁ 4 m gm
$114 862 $133 006 $ 51 384
7140 4420 6.300
i18712) - o
o - 3343
(8 469 — (2.202)
1679 3 646 (2.781)
$ 95 800 §140 974 § 56 044
b BNt e ———
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Federal income tax expense s recorded in the Income Staternent as follows

For the years ended December 31
1980 1988 1988
(thousanas of dollars )

Exponses
Tax Provision $ 26834 § 63447 $ B2 766
Changes in Accumulated Delerred Federal Income Tax
Acceleraled deprecition and amortzation 40197 35 380 24 44b
Alternalive minimum tax cred! 1 (16 B8O (4874 o
Sale and leaseback ansactions and amortization 3496 38u3 {1,178)
Property tax expense (10.880) - (7.068)
Deterred CWIP revenues 11,083 « 11,006 (4128
Deterred fusl costs 4763 (3.168) 11 628
System deveiopmen! costs 403 34B §518
Davis- replacement powe: , - 4136 6918
Federal income tax return adjusiments - - (19 349
Reacquired deb! costs 1 887 {872) 872)
Deferrad operating expenses 1458 ¢ 28y 10874
Other nems 13119 3 620 (4.200)
nvestment Tax Credits A &8 (10,607)
Tols Charged 10 Operating Expenses _ 15088 85 276 _ Baesa
Nonopersting Income B
Current Tax Provision ! {26.226) (31 298 (4B 413
Changes in Accumutated Delerred Federal iIncome Tax
Davis Besse replacement power o " 3.016
Write-of of nuclear costs (11 086, -— (91 643
AFUDC and carrying charges , 67612 B7 541 80 823
Taxes other than federal income taxes - - §.620
Other lems R (544 (2564
Towal Expense (Credit) to Nonoperating Income 20 401 65 696 (63,182}
Federal income Tax Included in Cumulative Eftect of an
Accounting Change for Unbilled Revenues o . — _ 4562
Total Federal iIncome Tax Expense , $ 95500 $140 974 § 66 Daa
f——— ——4 ImEmImmEnNTs [T

The Company joins in the tiling of a consolidated federal income tax return with its affiliated companies The
method of tax allocation approximates a separate relurn result 1or @ach company

In 1988, a change was made in accounting for income taxes from the delerred to the liability method This
;h.tnoo déd not impact net income as the additional deterred laxes recorded were offset by a regulatory asse! on the

lance Sheet

Federal income tax expense adjustments in 1990, associated with previously deferred investment lax credits
relating 1o the 1988 write-off of nuciear plant investments. decreased the net tax provision related to nonoperating
income by $18.712 000

The favorabie resolution of an issue concerning the appropriate year 10 recognize a property tax deduction
resulted in an adjustment which reduced federal income tax expense in 1990 by $10 100 000 ($8 207 000 in the
fourth gquarter )

For tax purposes. net operating loss (NOL ) carryforwards of approximately $43 278 000 $47 448,000 and
$140.833 000 were generated in 1990, 1989 and 1988, respectively The NOL carryforwards are available to reduce
future taxable income and will expire in 2003 through 2005 The 34% tax effect of the NOLs generated in each year
($14,715,000,. $16,132 000 and $47 884,000 in 1990 1989 and 1988 respectively) s included in the above
table as a reduction 1o deferred federal income tax relating 10 accelerated depreciation and amortization Future
utilkization of these tax NOL carryforwards would result in recording the related deferred taxes

Approximately $11 504 000 of unused general business tax credits are available to reduce future tax obligations
The unused credits expire in varying amounts in 2001 through 2008 Utilization of these unused oredits (s limited by
provisions of the 1986 Tax Act and the ievel of future taxable income 1o which such credits may be applied

The 1886 Tax Act provides for an AMT credit to be used 1o reduce the reguiar tax to the AMT level should the
regular tax exceed the AMT AMT credits of $18 860000 and $34 874 000 were generated in 1990 and 1989
respectively

(Cleveland Electnc) F.41 (Cleveland Electric)
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(B) RETIREMENT INCOME PLAN AND OTHER
POSTRETIREMENT BENEFITS

The Company and Service Company jointly spongor a
noncontributing pension plan which covers all
employee groups The amount of retirement benefits
generally depends upon the length of service Under
certain croumstances, benefils can begin as early as
age 55 The plan also provides certain death medical
and aisability benefits The Company s and Service
Company's funding policy 18 to comply with the
Employee Retirement Income Security Act of 1674
guidelines

During 1990, the Company and Service Company
offered their second Voluntary Early Retrement
Opportunity Program (VEROP ) Operating expenses
for both companies included $8 000.000 of pension
plan accruals to cover enhanced VEROP benefi's plus
an additional $20,000 000 of pension costs for VEROP
benefits being paid 1o retirees trom both companies
corporate funds The $20.000 000 s not included in
the pension data reported below Operating expenses
for 1990 for both companies also included a credit of
$36 000.000 resulting from a settiement of pension
obligations through lump sum payments 10 a
substantial number of VEROP retirees Net pension and
VEROP costs (credits) for 1988 through 1990 for the
plan were comprised of the following components

1990 1989 1988

{mihons of doliare |
Pension Costs (Creans)
Service cos! 1or benelits earned
duting the pernod $1W0 810 § 8
Interet  cost on prowcted benel!
obhgation 26 26 24
Aclugl el on plar assels (6) {56} (58 )
Net amortization and deferral {41y 8 14
Nel pansion Sredits {11 {12) (12)
VEROP cost = 3 - 4
Settiernent gain S = =
Ne! credits wﬁ gi’n Q}

The following table presents a reconciliation of the
funded status of the plan at December 31 1990 and
1989

—December 31,
1990 1986
(muliions of aoliars )
Actuanal present value of heneh!
obhgatians
Vested benefits $ 229 $ 236
Nonvested penelits .18 2
Accumulaled benefil obigaticn 247 257
Eflec! of tuture compensalion levels 50 B4
Total projected benet! obhgalon 2u7 341
Pian assels a! lar marke! value &02 587
Surplus of plan assels over projected
benefit obligation 205 246
Unrecognized nel gan due o vanance
belween assumplions and epenence (68 {1898
Untesognized pror sefvice cos! & 3
Teansiton asset at January | 1587
beng amortized over 19 years & Q 3 #g y
No! prepaid pensian cost § 42 $ 3

{Cleveland Electric ) F.4z
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The settiement (discount ) rate assumplion was
8 5% for December 31 1830 and 8% for December 31
1989 The long term rate of annual compensation
increase assumplion was 5% for both December 31
1980 and December 31, 1989 The long term rate of
rogtgrgn an plan assets assumption was 8% in 1990 ang
1

Plan assets consist primarily of investments in
common stock, bonds, guaranteed investment
contracts cash equivalent secunties and real estate

The cost of postretirement medical benefits
amounted to $4 100 000 in 1990 §2 800.000 in 1889
and $2 200 000 in 1988 Consistent with cutrent
ratemaking practices, these costs are "ecorded when
paid

In December 1990 a new accouniing standard for
postretrement benefits other than pensions was
issued This standard requires employers 10 acorue
the expected cost of such benefits during the
employees years of service The standard also
requires the recording of a cumulative transition
oblgation adjusiment which can be recognized
immediately subject to certain imitations, or amortized
over the longer of 20 years or the average remaining
service period of active employees expected 1o receive
benefits The Company 2nd Service Company are
required 10 adop! the new standard no later than 1993
Although we have not completed an analysis to
determine the efect of adopting the new standard we
do no! expec! adophion 1o have a matenal adverse
effect on the Company & financial condition or results of
operations because of expected future regulatory
treatment Any liabilities recorded pursuant 1o the
standard may be essentially offset by reguiatory assets
to refiect anticipated future revenues associated with
recovery through rates

(9) GUARANTEES

Under two long-lerm coal purchase arrangements, the
Company has guaranteed certain loan and lease
obhgations of two mining companies One of these
arrangements also requires payments to the mining
company for any actual out-of-pocke! e mine
expenses (as advance payments for coal) when the
mines are idie for reasons beyond the control of the
mining company Al December 31, 1980 the principal
amount of the mining companies loan and lease
obligations guaranteed by the Company was
$85 000 000

(Cleveland Elecine)
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secured by $78 700 000 prncipal amount of the
Company s First Mortgage Bonds 8% Senes due
20138 The proceeds will be used 10 redeem the
suthority s outstanding bonds and refund the 13'4%
Senes Fus! Mortgage kovm in July 1982 The PUCO
authorized the Company 10 record Interest expense
equal 1o a blend of the higher rate on the outstanding
bonds with the lower rate on the new bonds for an
interest expense reduction of §1 000 000 in 1890 ang
appreximately $6 000 000 total in 1891 ang 1992

The Company's morigage constitutes a oirect first
hen on substantially all property owned and franch ses
held by the Compary Excluded from the lien among
other things, are cash securties accounts recevabie
fuel and supplies

Additional first morigage bonds may be (ssued by
the Company under ils morigage on the basis of
bondable property additions. cash or substitution for
refundabie firs! morigage bonds The ssuance of
additional first mortgage bonds by the Company on the
basis of property additions 1& imited by two provisions
of its morigage One relates to the amount of
bondable property avalable and the other 10 earnings
coverage of interest on the bonds Under the more
restrictive of these provisions (currently, the amount of
bondable property available) the Company would
have been permitied 10 1ssue appr «imately
$36€.000.000 of bonds based upon avalable
bondable property at December 31 1860 The
Cumpany aiso would have been permitied 1o issue
approximately $159 000 000 of bonds based upon
refundable bonds at December 31 18890 If Perry Unit 2
had been canceled and writien off as of December 31
1990, the Company would have been permitied 10
issue approximately $20 000 000 of bonds based
upon avalable bondable property and approximately
$158.000.000 of bonds based upon refundable bonds
at December 31, 1880

An agreement relating 1o a letter of credit Issued in
connection with the sale and leaseback of Beaver
Valley Unit 2 (as amended in 1988) contairs several
financial covenants afecting ihe Company. Toledo
Ecison and Centerior Energy Among these are
covenants relating to earnings coverage ralos and
capitalization ratios The Company. Toledo Edison and
Centenor Energy are in compliance with these
covenant provisions We beleve the Company Toledo
Edison and Centerior Energy will continue 10 mee!

(Cleveland Electrnic)
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these covenants in the event of a write-off of the
Company & ang Toledo EQison § investments in Perry
Unit 2, barring unforeseen crocumstances

(11) SHORY-TERM BORROWING
ARRANGEMENTS

The Company had §152 000 000 of bank lines of credit
arrangements at December 31, 18080 This included a
$30.000.000 ine of credit which provided a
$5.000.000 ine of credit 10 be avalable 1o the Service
Company i unused by the Company There were ny
borrowings under these bank credit arranpemen's &
December 31, 1980

Short-term borrowing capacity authorzed by the
PUCO 15 $300 000 000 The Company and Toledo
Edison have been authorzed by the PUCO 1o borrow
from @ach other on a short tertm Lags

Most borrowing arrangements under the short-term
bank lines of credit require a fee of 0 25% per year 10
be paid on any unused portion of the ines of cred!
For those banks withou! fee requirements. the average
daily cash balance in the bank accounts salished
informal compansating balance arrangements

At December 31 1890 the Company had
$87 110,000 of commercial paper outslanding The
commercial paper was backed Dy a! leas! an equal
amount of unused bank ines of credit

(12) CHANGE IN ACCOUNTING FOR UNBILLED
REVENUES

Priot to 1988 revenues were recorded in the
accounting period duting which meters were read
Ulility service rendered after monthly meter reating
dates through the end of a calendar month (unbilied
revenues ) became a part of operating revenues in the
following month In January 1888 the Company
adopled & change in accounting for revenues in order
10 accrue the estimated amount of unbilied revenues
at the end of each month

The adoption ol this acvounting method increased
1988 net income $3 363 000 (net of $1 733 000 of
income taxes ) before the cumulative effect on periods
prior 10 January 1 1988 The cumulative effect of the
change on the periods prior to January 1. 1888 was
$21 874000 (net of $14 852 000 of income taxes)
and was included n 1988 net income

(Cleveland Electric )
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FINANCIAL AND STATISTICAL REVIEW
Opersting Revenues (thousands of dollars)

Yai
. . Toln Tole Sitearr .'-m-n.lr.,
Yo fowpenty Commece  Dee  Owel L Nelel | Whowsee ot heaing  Revenel
1980 $405 158 SABABTO  BHABBTD  BR2TOY BV EBE 042 B (1RB) B 6B BMA B - §1 666 bas
10bb 460 80D 452 911 H19 Bha 117 280 I 669 THE d1 A7 P 0 obid t 58 66
1988 436 413 305 188 476 060 69 B0a 1 367 a4k B4 133 1461 878 . 1 451 678
1067 428 TR MG 207 470 B¢ 12 388 1 301 266 # 3 1 310 b4 133N 1 364 015
1986 410 183 M2 1 4E" 408 60 248 1 314 6% 14y (AT Rad 1§43 1327 724
1980 268 78?7 exN e 408 TH4 &b dha 38 680 LI AL 878 &0 16 Dg% 803 H6d
Opereting Expenses (thousands of dollars )
Ot
Fus & Cpwentor Cmprocipiion Tt Prse o & 806/ Yo
Purchased & 3 Other Thir P& phane i Ittt Coppartmling
Yoo Powe ..., ALk Amartigabon LAC ... U T ——
1900 $377 082 814 166 $176 664 $197 b4 § (30 0%2) §76 096 $1 300 462
1088 a84 fad §08 151 193 279 183 120 (4B 130 85 276 ! A30e 236
DK 307 Da bod 478 188 T3 1Ha '3 (104 396 Ba B5a 1106 264
The? 340 200 426 Wk 148 B1R 146 407 4T B2E) #3178 1 08¢ 906
1086 63 518 388 388 103 17§ 145 406 - §7 074 1 Ofb 654
1980 360 abb 105 Be0 64 018 & 630 - 41 674 743 081
Income (thousands of ‘.“l”)
" Foieca
i LT ing g Lo
meomw & Taaps - Heloe
Oiprnting AFLIOC Lptduc g Corrpng ?-uw At
. SRR ... .. SRR LT[ RSSO . ISR ... . | SNSRI | . ...\ N, *.. .. )
1990 346 301 § A LR 1 $161 668 $(20 401) $400 048
1988 R 426 B 362 T oM 734 T8k {66 609 ) 4RO B 1Y
1hkE 246 28a B 082 (843 2971 (e) {24 RS 63 162 287 TR
1an7 247 108 177 170 (41 B4D) a6l 7$ 60¢ 478 865
1086 232 070 178 B26 (6 266} - 64 ha4 460 1HE
1980 180 15 40 873 T 606 - 13 062 212 966
Income (thousands of dollars )
INCormg
fleloe
Lumuiative Cufmiative Pretotied & Earvngs
FHeo! of e Efect of an Higlptarce Availatsy
Detl AFUDC AGLounting Accaunhing et Slock lor Coetimoy
b ERRRITIRN... .. SRR . . . IUSNSPRP, ... A ... . 2 L RN ... N——
1990 $264 936 § (A9 $242 320 $ - §242 328 836 682 $205 b4t
1980 288 04y (7 4B0) 280 219 - 250 29 a0 287 206 par
1h#8 L2BATH (4 304, 2N (L RTAD) 85 08h 42 0% 62 B76
e 240 PEK (B2 BBS ) 086 h8¢ - 306 682 43 386 266 196
1B £32 133 (67 B32) 299 Hka e 286 Bhd 39 Tha 260 100
1980 112 623 (26 0&1) 126 383 - 126 383 AN 87 672

(8) nctutes wiite off of nuciear coste it the amaunt of §257 400 000 in 1HBE
(®) in 1886, & ohange i1 1he method of accounting lor untiled 1evenJues was adopled
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Tl CLEVELAND ELECTERIC I LUMINATING COMPANY AL SUBSIDIARN &

Electric Sales (millions of KWH) Elzctric Customers (year end)  Residential Usage
hopape  Averupe
hvetag P B
Uk ¥ e By by P
Yew Rescgnie, Commace  nouetiel Whomsae Otte Tow  Resdenie Commece A Ot Tew  Custome  KWe Custome
1900 LRAL § 20 BBET M) R RE GRE 00D  BETO0 B 3BT TA2O0BY B BET 0 BBE §72016

1Pl 4 Thy 6 Q0B B THO BT K0Y 1B B6S 660 TRE BB oA 300 AT b 7 ORE BHY R
1R 4 bho & W B0 aR! 478 BB 8L BRD 66 B 208 TR2 a0 7 ABE LR T T ;
1987 4 6 AL § 206 Bh  4BE T AAE B 0P BAEYE  BYEE DY Ba B WY B8 63746
1986 4886 4Ta TR e ABD VTTIT BV RET B3 RBE BODE TRR 00T 680 BB Gt |
N 'Y TE 448 BOER 1070 @@ B B0 bep Bab B0 0 THeE  TOBEY BN €08 aba ;
i
Load (MW & %) Energy (millions of KWH) Fuel |
?wm |
N - - | L
.1‘".5&' Fear Clpe L bt N % . 1 A b MN':\m Fue Con ‘u"f'u
You o Pus powd  Nwpe Iete o FToaw  Ncew Tew L Fowe Tols Peewe KWk 1
1980 4 880 arm 1645 [3F SN 3] b262 2000 (642) 010 1.62¢ 10 417 |
1966 4 H36 3 866 14k 652 14 ghk 6820 &1 538 (1Y KW 1 40 V0 60E |
1aHE 4 d6B(e) 4 087 40 6 b 16 The 4 4R0 20 P3¢ 1 O FAR e 1 & 10617
ey 4 287 yrge 126 828 14 078 A680 '8 6E7 1 4k 18 s 156 10 66
1986 d776(e) 3607 at 62 ¢ 1627 12 16 2 2 s B 5 178 10 44
1980 4 383 B 38 2ae fa 0 14 ke V083 1h 60 4 Boa 19 464 167 10 63b |
investnient (thousands of dollars) l
Congltuchipn !
Work Yot
LIty ACCUMm U e L] 'tn Ly Progamiy Wty ‘
Pignit in Daprecatin & N A Fup' #nd vhant ang Pan Tote
L .. Betace B L ...\ i ~""‘ P Eaupment Ascitiony L. ‘
1090 §6 041 878 $1 410 051 8460 w L 1) m $044 282 $6672 778 $i6a 019 87 DAk 157 ‘
1O8G & 878 828 Y 264 520 4 614 284 726 923 aha 3%4 & Bus 67 153 440 7810 &bs
108k 6 104 746 1+ 081 6B d 620 e 763 628 §80 673 £ 767 18y 211 080 T 456 108
1987 § 787 603 w0k 267 4 BBZ 306 632 433 308 2R & 806 020 566 §a7 Y (B8 Op¢
198E 3166 730 TR A 244 115 3067 B0 ETRE LT 670 88k £ 200 602
1880 2 404 2% 657 BEG | hat 306 B11 O8a 62 B68(@) 2710738 308 OB 3135 Sid |
)
Capitalization (thousands of dollars & %)
Prgteiied & Freterence Prgteiiod Slook wihoo
Hiack  with Mandgsior, Mgttt , Beaempio,
O eaOmmen Stock gty Redemplion Brovsens e NG g T Dt YoM
1980 §1 884 268 s 171182 * ltu m o 82 631 011 b6% u 904 vbb
L 1 828 074 40 21z 362 “ 217 334 & 233 e 1 4 504 146
s 1 T80 40K 40 2az 62t 5 217 334 5 & 260 170 50 4 400 B3R
1gR? 1925 719 4 270 b4t ¢ g17 a%a 4 2 317 ag? as 4 731 B8
1 9BE R TRR N a0 A06 01 ? a4 D21 4 2 311 4hs B0 4 608 467
1980 g1z 78 a 260 500 1 85 071 a 1211 60N 4 2475 BA0

(¢) Capacity dale 1etiects exlended generaing unit oulages

tor renovation ang improvements

(¥) Restated lor affecis of capitahzation of nuolenr fue! wase and hnancing arangements putsuant 10 Statement of Finanom! Accounting Stantaras 7
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Share Dwners of
Thw Talogo Fason Company

We have audited the accompacyinn balance shee! and
statement of cumuigtive preferred and proteience
stock of The Toledo E dison Company (& wholly owned
subsichary of Centerior Energy Corporation) as of
December 31 1080 and 1088 and the related
statements ol income, retained and cash
flows for each of the three yvears in the period ended
December 31 1980 These inancial statements and
the schedules referred 10 below are the responsibility
of the Company s management Our responsibilty s to
express an opinioh on these hnancial statements and
schedules based on our sudits

We conducted our audits in accordance with
generally accepted auditing standards Those
standards requite that we plan and perform the audit to
obtain reasonable assurance abou! whether the
finan. .l slatements are free of matenal missiatement
An gudit ncludes examining on @ test basis, evidence
supperting the amounts and disclosures in the financial
stalements An audit also includes assessing the
acocounting principles used and significant estimates
made by management. as well as evaluating the overall
financial stgtemen! presentation We believe that our
audite provide a reasonable basis for our opinion

In our apinion. the financial slatements referred to
above present fairly in all matenal respects. the
financial position of The Toledo Edison Company as of
December 31, 1980 and 1988, and the results of its
operations and its cash flows for each of \he three

Cleveland, Ohio
February 12 1881

(Toledo Edison)
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year: n the penod ended Decenber 31 1080 in
conformily with generally accepled accounting
prncipies

As ciscussed further in the Summary of Significant
Accounting Policies and Notes 7 and 12 a change
wits made n the methods of accounting for income
laxes and unbilied revenues in. 1988 retroactive to
January 1, 1888

As discussed further in Note 3(¢). the tuture of
Perry Unit 2 18 undecided Construction has been
suspended since July 1985 Vanous options are being
considered, INCluding resuming construction or
canceiing the unit Managemen! can Qive no
assurance when, if ever. Perry Unit 2 will go in service
or whether the Company § investment in that unit and
a return thereon will ultimately be recovered

Our audits were made for the purpose of forming an
apirion on the basic financial statements taken as a
whole The schedules of The Toledo Edison Company
listed in the Index 10 Schedules are presented for

rposes of complying with the Securities and

xchange Commission s rules and are no! part of the

basic financial stalements These schedules have been
subjecied to the auditing procedures appled in the
audits of the basic financial statements and, in our
opinion. farly state in all materal respects the financial
data required 1o be set forth therein in relation 1o the
tbasic hinancial statements taken as & whole

Arthur Andersen & Co

{Toledo Eciison)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

GENERAL

PRE -PHASE IN DEFERRALS OF OPERATING
EXPENSES AND CARRYING CHARGES

RELATED PARTY TRANSACTIONS

PHASE-IN DEFERRALS OF OPERATING

REVENUES
EXPENSES AND CARRYING CHARGES

DEPRECIATION AND AMORTIZATION

FUEL EXPENSE



DEFERRED GAIN AND LOSS FROM
SALES OF UTILITY PLANT

INTEREST CHARGES

PROPERTY, PLANT AND EQUIPMEN]

FEDERAL INCOME TAXES




MANAGEMENT'S FINANCIAL. ANALYSIS
RESULTS OF OPERATIONS
Qverview
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greater share of our investments and leasehold
interests in Parry Unit 1 and Beaver Valley Unit 2 were
recovered in ratas Other income and deductions net
decr;:god primarnly because of less interest income
in 1

These decreases were partially offset by an
increase In federal income tax credits related 1o
nonoperating income resulting from a decrease in
pretax nonoperating income and federal income tax
adjustments of $18 B10 000 associated with previously
deferred investment tax credits relating 1o the 1988
write-off of nuclear plant Interest expense decreased
in 1990 because of refinancings by the Company and
8 lower level of debt outstanding

1989 vs. 1988
Factors contributing to the 31 7% increase in 1989
operating revenues are as foliows

i1 8ase

Change n Operating Revenues [ Decrease )
Sales - Capacity 1o Cleveland Electric $ 72.000.000
Base ' @3 and Miscellaneous 63 000 D00
Deter o CWIP Revenues 45 000,000
Fuel Cosl Recovery Havenues £1.000 000
Sales volume ang Mix (2.000.0001

$1988 000 000

ST

A ptimary factor for the increase In operating
revenues was a net increase in 1889 in the total sales
to Cleveland Electnic of a portion of the Company &
leased capacity entitlements in Beaver Valley Unit 2
and the Manslield Plant The sales from Beaver ‘alley
Unit 2 commenced in November 1988 as discussed in
Note 2 The sales from the Manshield Plant were only
for a three-month period in 1988 The January 1963
rate order for the Company was primarily responsible
for two major factors impacting the increase in
revenues The PUCO granted the Company a 9% rate
increase effective in February 1988 The increase in
revenues attributable 10 defarred construction work in
progress (CWIP) revenues in 1989 resulted from the
reduction in the amount of deferred credits for the
mirror CWIP refund sbhgations to customers Fuel cos!
recovery revenues increased in 1989 because of a
significant rise in the fuel cos! recovery tactors
compared to 1988 The lower 1988 lactors recognized
a greater amount of retunds to customers ordered by
the PUCO for certain replacement fuel and purchased
power costs collected from customers during a 1885
1986 Davis Besse outage Total kilowa't-hour sales
increased 2 4% in 1988 Commercial sales increased

NP pE— S e e e e

¢ 7% as a result of continuing growth from new office
buldings and relal outlels The comparatively
modetate summer weather in 18989 lowered sales
because of reduced ar congitioning usage Residential
sales decreased 2 5% Inoustral sales decreased

1 1% as modes! growth in industrial sales activity in
1989 was offset entiraly by the impact of the loss of a
Iargc ingustrial customer 10 & municipal power system
in Clyde, Ohio. which began operating in April 1986
That customer accounted for 1 1% of the Company &
total electnic sales in 1988 -

Operating expenses inzrgased 18 9% in 1989
Lower deferrals of nuciear operating expense for Perr,
Unit 1 and Beaver Valley Unit & resulted in a
$65 000 000 increase in expense Fuel and purchased
power expense Increased largely because of the
matching of expense with higher tuel cost recovery
revenues discussed in the preceding paragraph
Improved nuclear unit availability enabled the Company
to sell power 1o other utilities other than Cleveland
Electric The excess of revenues over cost s treated as
a reguchion in purchased power expense which
cushioned the increase n fuel and purchased power
expense for the year Depreciation expense increased
reflective of the increased generation from the
Company s nuclear units since their depreciation 18
recorded based on units-of production

Nonoperating income credits lor AFUDC and
carrying charges decreased in 1989 as a result of
placing investiment in rate base pursuant 10 the rate
order. Intares! expense and preferred dividend
requirtements decreased n 1988 because of
retirements and refinancings by the Company

EFFECT OF INFLATION

Although the rate of inflalion has eased in recen! years
we are sl attected by even modest inflation since the
reguiatory process introduces 8 ime-lag during which
increased costs of our labor, matenals and services are
not reflectec in rates and fully recovered. Moreover
reguiation allows only the recovery of historical costs
o plant assets through adepreciation even though the
costs 10 replace these assels would substantially
exceed tner historical costs in an inflationary economy

Changes in fuel costs do not atfec! our results of
operctions since those costs are deferred until
refiected in the fuel cost recovery tactor included in
customers bilis

RETAINED EARNINGS

Balance at Beginning of Year

Additions
Net income (loss)

Dividends declared
Cemmon stock .
Preferred stock ... _
Other, primariiy preferred stock redemplion expenses
Ne! Increase (Decraase )

Balance at End of Year

THE TOLEDO EDISON COMPANY
For the years ended December 31

1990 1989 1988
{ thousands of goliars )
$ 99,965 $ 89614 § 207221
81,424 82678 (115.452)
m.w (63.285) (61,711
25,145 (19.036) {26,269 )
—— —i8) {4.1738)
_(17,009) 10351 1207 607)
$ 82956 $ 90 965 § 89614
S oS e e oo p=— e ety

The accompanying notes and summary of significant accounting policies are an integral part of this statement

(Toledo Edison) F-52

(Toledo Edison)



INCOME STATEMENT

Opersting Revenues (1)

Operating Expenses
Fuel and purchased power
Other operation and maintenance
Depreciation and amortization
Taxes other than federal income taxes
Phase in deferred operating expenses
Pre-phase-in deferred operating expenses
Federal income taxes

Operating Income
Nonoperating Income (Loss)

Allowance for equity funds used during construction

Other inocume and deductions, net
Write-oft of nuclear costs

Phase In carrying charges

Pre-phase-in carrying charges

Federal income taxes — credit (expense)

Income Before Interest Tharges

Interast Charges

Debt interest :

Allowance for borrowed funds used dunng construction

income (Loss) Before Cumuiative Efect of an
Accounting Change

880
$627,086

138,222
373,374
75,986
79,320

(16,980)
3,681
21,04
874,644
182,442

3,362
6,148

43,487
8,664

_ 61,652
214,094

135,344
_(2,674)

132,670

81,424

Cumulative Effect on Prior Years (to December 31, 1987)
of an Accounting Change for Unbilled Revenues (Net

of Income Taxes of $4,177.000)

Net Income (Loss)
Preferred Dividend Requirements

Earnings (Loss) Available for Common Stock

(1) Includes revenues from capacity saleg¢ to Cleveland Electnc of $102

in 1880 1989 and 1988 respectively

THE TOLEX

1989

(housands of aolars

$826 803

133 400
372,630
B7 639
72123
(22.535)

4 044
_37.285
684 486

1._;“' fm7

# 568
20.361
B2 308

(21,563)
88674
231,991

144 792
(5479
138,313

92678

92 678
25,390

$ 67288

EDISON COMPANY

For the years ended December 31,

1986

§ 627 997

116,161
358 823
76,093
80,138
(83813)
29,242
575,644

$2 353

5452
30,233
(276 .955)

120 632
BE 244

26 959

150,523
_ J,‘-,83.3 )
148690

(121.731)

8278
(115.452)
26 983

sl ‘.4: 435\.

o=t

773000 $104.127 000 andd $31,774,000

The accompanying notes and summary of significant accounting policies are an integral part of this .iatement

(Toledo Edison)
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MANAGEMENT'S FINANCIAL ANALYSIS
CAPITAL RESOURCES AND LIQUIDITY

We continue 10 need cash for an ongoing program of
construching new faciites and moditying axisting
facilites to mee! anlicipated demand for eiectng
service 10 comply with governmental regulations and
10 improve the environment Cash s also needed for
mandatory retrement of securities Over the three
year period of 1988-1980 these construction 2na
mandalory retirement needs totaled approximately
$435 000 000 In addition we exercised varous
options 10 redeem and purchase appfoximately
$275.000 000 of our securities

During the 1488-1990 period the Company issued
$174,100.000 of tirs! mortgage bonds and obtaned a
$15.000 000 term bank loan The Compar; utiized
is shorl-term borrowing arrangements (explained in
Note 11) which resuited in the Company having
$23 200,000 of commercial paper and $16 000 000 in
notes payable 1o afilates outstanaing at December
31,1990 Proceeds from these financings were used
to pay our construction program costs. to repay
portions of short-term gebt incurred to tinance the
construclion program. 10 retire, redeem and purchase
outstanding securities. and for general corporate
purposes

The Company was granted rate increases efective
in 1989 1990 and 1981 pursuant to the January 1989
PUCO rate orger See Note 6 for a discussion of the
rate order which provides for specitic lavels of rate
increases through 1991 Although the rate order
required us to wrile off certain asse!s in 1988 which
Iowered our eamings base our curren! cash flow was
not impaired Internally generated cash increased in
1989 ang 1990 from the 1988 level as a result of the
rale increases

Estimated vash requirements for 1891-1003 are
$235.000 000 for our construction program and
$297 000 000 for the mandatory redemption of debt
and preferred stock We expect 10 linance externally
abou! 76% of our 1291 construction and mandatory
redemptlion requirements of approximalely
$177.000.000 We expect to finance externally about
60% to 70% of our 1992 and 1993 requirements. |f

(Toiedo Edison )
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economical. we may also regeem adgaitional securities
under optional regemphon provisions See Notes
10(c) and (d) for information concerning limitations
on the ssuance of preterred and preference $1ock and
celi!

Qur capital requirements will intrease atter 1997 by
about $30.000 000 to $35 000,000 as a result of the
Clean Air Act of 1980 (Clean Air Act) We believe that
no further significant capital expenditures will be
required 10 comply with the néw law See Note 3(b)

We expec! 10 be able to raise cash as needed The
avalabiity of capital 1o meet out external financing
needs. however depends uponh such factors as
financial market conditions ang our credit ratings
Current securities ratings for the Company ate as
foliows

Standary Moody s

8 Poor s Invesiorn

corporation  Setvice
First mortgage bonds BEB s
Ursecured noles BB~ Ba!
Prefurreg siock Ble el

A wiite-off of the Company & investment in Perry
Unit 2. as 0., sussed in Note 3 (¢ ). depending upon the
magnitude and timing of such 8 wnte-olf could . educe
retained sarnings sutficiently 1o impair the Company s
ability 10 declare dividends . but would no! atfect cash
flow

The Tax Reform Act of 1986 (1986 Tax Act)
provided for a 34% income tax rate n 1988 and
thereafter the repeai of the investment tax cred!
scheduled reductions in invesiment tax cradit
carrytorwards, less favorable depreciation rates a new
alternative minimum tax (AMT) and other items
These changes had no significant cash fiow impact in
1988 because we had a ne! operating loss for tax
purposes The changes resulted in decreased tax
payments and an increase in cash flow during 1988
because the tax savings resulting from available tax
deductions were utilized on the consolidated tax return
in determining the AMT in 1990 the changes resulted
in increased tax payments angd a reduction in cash
flow because we were subject 1o the AMT

( Toledo Edison )
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Casu FLows

Cash Flows from
Net Income (Loss) .
Adjustments to Reconcile Net Income (Loss) to Cash tram
Operating Activities
Depreciation and amortization
Delerred federal income taxes
Investment tax credits net
wite-off of nuclear costs . . .
Deterred and unbilied revenues
Deterred fuel . . . ey ;
Carrying charges capitalized
Leased nuclear fuel amortization
Deterred operating expenses, nel .
Aliowance for equity funds used during construction

Activities (1)

Amortization of reserve for Davis-Besse rerund obligations to ‘

customers .
Pension settiement gain
Cumulative effect of an accounting change e
Changes in amounts due from customers and others net
Changes in inventories . :
Changes in accounts payable
Changes in working capital attecting operations
Other noncash items |
Total Adjustments
Net Cash from Operating Activities
Cash Flows from Financing Activities
Bank loans. commercial paper and other short term deb!
Notes payable 1o affiliates A
Debt issues
First mortgage honds .
Term bank loan ... .. ...
Matunes. redemplions and sinking funds
Nuclear tuel lease and trust obligations
Dividenas paid . . .. . .. : .
Premiums, discounts and expenses
Net Cash from Financing Activities

Cash Flows from Investing Activiiies (.
Cash applied to construction e
Interes! capitalized as allowance for borrowed funds used
dunng construciion ] -y
Loans to affihates .
Cash withdrawn from sale and lease jack trus!
Other cash receved (appled)

Net Cash from Investing Activities . . . ..
Net Change in Cash and Temporary Cash Investments
Cash and Temporary C ~* Investments at Beginning of Year
Ceash and Temporary Cash Investments ot End of Year

THE TOLEDO EDISON COMPANY

_For the years ended December 31,

1990 1988 1988
(thousands of goliars ) v
$ 81424 § 02678 $(115452)
75,986 B7 639 75083
30,642 79108 (62 598)
(17,063) 1.237 6 920
_ —_ 276 955
(22,658) (42 624) 14 642
(433) 16,259 (20.693)
(43,487) (82.308) (129 632)
31122 46 408 32,285
(13,299) (18.491) (83813)
(3,352) (B,568) (5,452)
— (12 655) (20.777)
— — (6,279)
(9,433) (4.406) 13,472
.6,521) 1 890 804
17,464 8.896 19472
1,528 (30 713) 11766
5,503 5806 9358
45,550 47 v59 131 623
Ldaeere 140337 16171
23,200 - -
67,300 56100 50,700
1'.0“ | yatig -
(183,477 (65,006) (222.166)
}“.N (30015 (32,285)
96,427 (88.743) (83.054)
(1848)  (925) 1489
(205,196)  (137.589)  (350316)
(80.667) (65.296) (1183.174)
:t.tu) (5479) (1.833)
114,000 (114.000) -
— — 100976
_(4022) 83 3,947
206637 (183944 (1.084)
(51,685)  (181196)  (344229)
13692 254 888 599,117
$ !2!107 $ 73692 § 054 888

(1) Interest paid was $138 000.000. §141 000 000 and $150,000 000 in 1990, 1988 and 1988, respectively
Income taxes paid were $2.272 000 in 1990 No income taxes were paid in 1989 and 1988
(2) Increases in nuclear fuel and nuclear fuel lease and trust obligations in the Balance Sheet resulting from the
noncash capitalizations under nuclear fuel agreements are excluded from this statement

The accompanying notes and summary of significant accounting policies are an integral part of this statement
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BALANCE SHEET

ASSETS
PROPERTY, PLANT AND EQUIPMENTY

A ! AleQ deprecialion and an

1990

$2,607,010
646,193

1,960,817
83,154
343,685
2.207 256
221,848
2,024

2,621,528

22,107
63,233
29,999
20,166
32,666
15,678
63,375

2,473

249 597

494 454
119,623
27,404
255,020
165,310
€L, 582
1,130,383

$4,001,518




CAPITALIZATION AND LIABILITES
CAPITALIZATION

OTHER NONCURRENT LIABILITIES

CURRENT LIABILITIES

DEFERRED CREDITS

195 687
481,082
121,059
82.956

880,784

66,328
210.000
087.32¢

2,254 438

228 844
228 844

116,150
50,389
23,200

125,802
31,626
96,973
31,66¢

6,587
23,888
4628

510,918

83,377

§71,233

88.29¢
236 83¢
27,578
1,007 318

$4,001 518




STATEMENT OF CUMULATIVE PREFERRED
AND PREFERENCE STOCK

$ 3483
15,010
50,000
68,483
2,165

Total Preferred Stock, with Mandatory Redemption Provisions 66,328

16,000
§,000

10,000

10,000

15,00(

15,00C

19,000

25,000

35,000

30,000

30,00(

Total Preterred Stock, without Mandatory Redemption Provisions $210,000




NOTES TO THE FINANCIAL STATEMENTS
(1) PROPERTY OWNED WITH OTHER UTILITIES AND INVESTORS

The Company owns, as a tenant in common with other utilities and those INVestors who are owner-participants in
various sale and leaseback transactions (Lessors), certain generating units as listed below Each owner owns an
undivided share in the entire unit Each owner has the nght to a percentage of the generating capability of each unit
equal to its ownership share Each ulility owner 1s obhgated 1o pay for only it respective share of the construction
and operating costs. Each Lessor has leased its capacity rights o a utility which is obligated to pay for such
Lessor & share of the construction and operating cosls The Company's share of the operating expense of these
generating units is included in the Income Statement Property plant and equipment at December 31, 1890 includes
the following facilities owned by the Company as a tenan! in common with other utilities aad Lessors

Ownier
In Owner ship Plant Construction
Setvice ship Mo?a Power " Work Accumultated
Generating Uni! Date Share  walls  Source Service n Progress  Depreciation
in Service { housands of dollars )
Davis Besse 1977 48 60% 428 Nuclear $ 628744 $ 32273 $119.102
Perry Unit 1 and Common Facilllies 1967 18.91 238 Nuclear §17 9au 5067 102 296
Beaver Valley Unit 2 and Common
Faciities (Note 2) 1987 166 13 Nuciear 181798 3.680 18 BOL
Construction Suspended (Note 3(¢) )
Per . Unit 2 Uncerain 18 91 LA Nuclear ~ 343 685 -
$1 728 48 $384 608 $240 200
T E =T p -} e~ Ty

(2) UTILITY PLANT SALE AND LEASEBACK TRANSACTIONS

As a result of sale and leaseback transaclions
completed in 1987 the Company and Cleveland
Electric are co-lessees of 18 26% (150 megawatts) of
Beaver Valiey Unit 2 and 6 5% (51 megawatts)
45 9% (358 megawalls) and 44 38% (355
megawatts) of Units 1. 2 and 3 of the Mansfield Plant,
respectively. all for terms of about 29% years

As co-lessee with Cleveland Electric. the Company
is also obligated for Cleveland Electric's lease
payments If Cleveland Electric is unable to make its
payments under the Mragheld Plant ieases the
Company would be obhyated to make such payments
No payments have been made on behal! of Cleveland
Electric to date

Future minimum lease payments under these
operating leases at December 31 1990 are
summarized as follows

Fot
For the Clevetand
Year Company Electrc
(thousands of dokars |
1991 $ 107,000 $ 63000
16862 116.000 63.000
1993 111,000 63,000
1044 111,000 63 000
1995 111.000 93.000
Later Years 2,582,000 078,000
Total Future Minimum
Lease Paymenis $3 142 000 $1 864 000
= =IO pe

Semiannual lease payments conform with the payment
schedule for each lease

Hental expense i1s accrued on a straight line bagis
over the terms of the leases The amounts recorded Ly
the Company as rental expense for the Mansfield
Plant ieases were $44 556 000 in both 1990 and 1989
and $43 095000 in 1988 Rental expense for the

{Toledo Edsan)

Beaver Valley Unit 2 lease was $72.276.000 in both
1990 and 1989 and $71 810,000 in 1988 Of the 1988
rental expense amount for Beaver Valley Unit 2 a
portion ($58 264 000) was recorded in & delerred
charge account pursuant to PUCO accounting orders
This deferred amount is beiny amortized to expense
over the life of the lease beginning in 1989

The Company and Cleveland Electric are
responsible under these leases for paying all taxes
insurance premiums. operation and maintenance costs
and all other similar costs for therr interests in the units
s0id and leased back The Company and Cleveland
Electric may incur additional costs in connection with
capital improvements to the units The Company and
Cleveland Electric hava options 10 buy the intereets
back at the end of the leases for the fairr marke! val, = at
thal time or to renew the leases Additional lease
provisions provide other purchase options along with
conditions for mandatory termination of the leases
(and possibile repurchase of the leasehold int~rests )
for events of defaull These events of default include
noencompliance with several financial covenants
attecting the Company Cieveland Electric and
Centenor Energy contained in an agreement relating to
a letter of credit 1Issued in connection with the sale and
leaseback of Beaver Valley Unit 2 as amended in
1988 See Note 10(d)

The Company 15 selling 150 megawatts of its
Beaver Valley Unit 2 leased capacity entitiement 1o
Cleveland Electric This sale commercad in November
1988 and we anticipate that it will continue at least
until 1998 Revenues recorded for this transaction
were $102 773,000 $104,127.000 and $18. 533,000
in 1990 1989 and 1988 respectively The future
minimum lease payments associated with Beaver
Valley Unit 2 aggregate $1 936 000,000

(Toledo Edison )



(3) CONSTRUCTION AND CONTINGENCIES

(a) CONSTRUCTION PROGRAM
. {
(t LEAN AIR LEGISLATION
NUCLEAR OPERATIONS AND
CONTINGENCIES
a
J
3
PEF
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REGULATORY MATTERS
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nt audit and approved by the PUCO as

discussed in the following paragraphs No change was
made in the cos! delerrals for 1988 The Company
reduced its deferral of carrying charges by
$13 933000 in 1890 and will request PUCO approval
of the adjustment

In connection with the Company s 1989 order and a
similar order for Cleveland Electric. the Company,
Cleveland Electric and the Service Company have
undergone & managemen! audit 1o assure that
operation and maintenance expense savings are
maximized The audit was conducted under the
direction of an Audit Advisory Panel (Audit Panel)
comprised of representatives of Centerior Energy. the
Ohio Office of Consumers' Counsel and the Industrial
Energy Consumers In April 1990 the Audit Panel
announced that it had identified potential annual
savings in operating expenses in the amount of
$98 160,000 from Centerior Energy's 1989 budget
level The amount of poiential savings attributable to
the Company 1s 45% ($44 172 000 The Company
expects to begin realizing most of the savings
dentitied by the audit by the end of 1981

Fitty percent of the savings identified by the Audit
Panel were used to reduce the 6% rate increase
scheduled to go into ettect on February 1, 1991 As
discussed previously the Company's rates increased
2 74% under this provision as approved by the PUCO
in January 1991

In @ move to become more competitive in Northwes!
Ohio. the Company has proposed a rate reduction
package to all incorporated communities in i1s service
area which are served exclusively by the Company on
aretal basis The package calls for the elimination of
the 2 74% rate increase effective February 1 1991 for
all resideritial and small commercial customers. a

(7) FEDERAL INCOME TAX

reduction in residential rates of 3% on March 1 1891
and a further residential rale reduction of 1% on
September 1, 1991 Communities accepting the
package must agree 1o keep the Company as their sole
supplier of electricity for a period of five years The
package also permits the Company 10 adjust rates in
those communities on February 1, 1994 ang February
11995 if inflation exceeds specitied levels or under
emergency conditions All ehgibie communities in the
Company s service area, excep! the City of Toledo
have accepted the rate reducton package

The Company plans to request PUCO approval to
reduce rates 1o the same levels 1or the same customer
calegories in the City of Toledo and the res! of its
service area If all areas now served by the Company
receive the benefits of the lower tates annualized
revenues will be reduced by about $17 000,000 The
revenue reductions will not adversely atfect the phase
in plan as the decrease in revenues will be mitigated
by the cost reductions discussed above

The Company has entered into an agreement with
other members of the Audit Panel in which the
Company has agreed to use its best efforts 1o avoid
rate increases in the years immediately following 1981

The 1989 order also sets nuclear performance
standards through 1998 Beginning in 1991, the
Company could be required 1o refund incremental
repiacement power costs if the standards are not met
We do not believe any refund will be required for the
Company for 1991 Fossilfueled power piant
performance may no! be raised as an issue in any rate
proceeding before February 1984 as long as the
Company and Cleveland Electnic achieve a system
wide availability factor of at least 65% annually This
standard was exceeded n 1989 and 1890

Federal income tax. computed by multiplying income before taxes by the statutory rates, is reconciled to the amoun!

of tederal income tax recorded on the books as follows

Book Income (Loss) Before Federal Income Tax

Tax on Book Income (Loss) a! Statutory Rate
Increase (Decrease ) n Tax
] Accelerated depreciation
Invesiment tax credits on disallowed nuclear plani
Organization costs
Taxes. other than federal riwome taxes
Other items

Total Federal Income Tax Expense | Credit )

———

-

{Toledo Edhison ) F62

For the years ended December 31

1980 1989 1088
( thousands of dollars |

= b Eh STH)
!:J_&E $151.528 Sg'ueZ--‘
$ 3 892 $ 51519 $ (57.214)
(853 5943 524

{8810} - -
e - 2274
(2647 {107} 4282
2795 . o L2.706)
$ 12317 $ 58 BaB § (52828
- oL L I p——————3 e

(Toledo Edison)
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(8) RETIREMENT INCOME PLAN AND OTHER
POSTRETIREMENT BENEFITS

We sponsor a noncontributing pension plan which
covers all employee groups The amount of retirement
benefits generally depends upon the length of service
Under certain circumstances benefits can begin as
early as age 55 The plan also provides certain death
medical and disability benefits The Comparny's
funding policy is to comply with the Empioyee
Retirement income Security Act of 1874 guidelines

During 1890 the Company offered its second
Voluntary Early Retrement Opportunity Program
(VEROP). Operating expenses for 1990 included
$7.000 000 of pension plan accruals to cover
enhanced VEROP benefits plus an additional
$5.000,000 of pensr - costs tor VEROP benelits being
paid 10 retirees trom  rporate tunds The $8 000 000
I8 not incluged in th pension data reported below
Operating expe: aes for 1990 also included a credit of
$5 000,000 resulting from a settiement of pension
obligations through lump sum payments tc a
substantial number of VEROP retirees Net pension and
VEROP casts for 1988 through 1990 were comprised
of the foliowing components

1990 1989 1988
(millwons of doflars )

Pension Costs
Service cos! lor benehts earned
dunng the penod $6 § 4 8 4
Interes! cost on proected benefit
obkigation 11 10 8
Actual return on plan assets (¢) (17} (18)
Ne! amorhization and deteral (11} 4 5
Net pension costs 3 ! -
VEROP gos! 7 s 2
Settiement Qan (5) - -
Net costs $ 5 $ $ 2

The foliowing table presents a reconciliation of the
funded status of the plan at December 31 1980 and
1989

December 31
1990 1989
{ milipns Of gollars )

Actuanal present vaive of benefi!

obligations
Vested benefits $101 $ 92
Nonvesten penelils _ 6 o Jk
Accumutated benefit obligation 107 a9
Effect of tuture compensation levéls 82 _3
Total projected benefit obligation 129 132
Plan assets a! 'ar marke! vaiue 151 174
Surpius of plan assels over proected
benefit obligation 22 42
nrecogrized ne! gan due 1o vanance
between assumptions and experence (20) {36
Unrecognized phor service cost § S
Transttion asset at January | 1987
being amoriized over 19 years (23} (23

Netl accrued pension cost included in
othet deterred <recits on the
Balance Snhee! $(18) $(11)

(Toledo Edison)

The settiement (discount) rate assumption was
8 5% tor December 31, 1990 and 8% for December 31
1988 The long-term rate of annual compensation
increase assumption was 5% for both December 31
1890 and Dacerber 31, 1989 The long-term rate of
reglggw on plan assets assumplion was 8% in 1990 ang
1

Plan assets consist primarily of investments in
common stock bonds. guaranteed investment
contracts. cash equivalent securities and real estate

The cost of postretirement medical benefis
amounted to $2 400,000 in 1990 $2 100 000 in 1983
and $1.600 000 n 1988 Consistent with current
ratemaking practices, these costs are recorded when
paid

In December 1890 a new accounting standard for
postretirement benefits other than pensions was
issued This standard requires employers 10 accrue
the expected cost of such benefits during the
employees years of service The standard also
requires the recording of a cumulative transition
obhigation adjustment which can be recognized
immediately subject to certain imitations or amortized
over the longer of 20 years of the average remaining
service period of active employees expected 1o receive
benefits The Company is required to adop! the new
standard no later than 1993 Although we have not
completed an analysis to determine the effect of
adopting the new standard. we do no! expec! adoption
lo have a material adverse effect on the Company s
financial condition or results of operations because of
expected future requiatory treatment Any habilities
recorded pursuant to the standard may be essentially
offse! by regulatory assets to refiect anticipated future
revenues associated with recovery through rates

(9) GUARANTEES

Under a long-term coal purchase arrangement, the
Company has guaranteed the loan ana lease
obligations of a mining company This arrangement
aiso requires payments to the mining company for any
actual out-of-pocke! die mine expenses (as advance
payments for coal) when the mines are die for
reasons beyond the control of the mining company. At
December 31 1990, the pnncipal amount of the
mining company s loan and iease obligations
Quaranteed by the Company was $24,000.000

( Toledo Edison)
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(10) CAPITALIZATION
(a) CAPITAL STOCK TRANSACTIONS
Preferred stock shares retired during the three years
ended December 31 1990 are as follows
1940 1889 1988

(thousands of shares |

Cumulative Prefered Stock
Sutyec! 1o Mandatory

Rademption
$100 par $11 00 (10) (5) (5)
8378 S 04 R 1 (17
Total 527) !221 . (22)
Cumulative Preterred Siock Not
Subyect to Mandatory
Redemplon
$25 par $3 47 e - (1.200)
Total - — {1.200)
sy === k===

Changes in premium on capital stock are
summarnzed as follows
1980 1986 1988
{ thousands of doliars )
Balance at Beginning of Year  $481 082 $481082 $482 770
Premium Nat of Expense
Preferred Stock —_ - (1.688)

Balance at End of Year $451 DBC  $481 082 $481 082
TEETSTERIT g ===

(b) EQUITY DISTRIBUTION RESTRICTIONS

At December 31, 1990 retained earnings were
$82 956 000 Substantially all of the retained earnings
were available tor the declaration of dividends on the
Comnany s preferred and common shares All of the
Company's common shares are heid by Centenor
Energy A write-off of the Company's investment in
Perry Unit 2 depending upon the magnitude and
timing of such a wnte-off could reduce retained
earnings sufficiently to impair the Company's ability to
declare dividends See Note 3(c)

Any financing by the Company of any of its
nonutility aHiliates requires PUCO authorization uniess
the financing 18 made in connection with transactions
in the ordinary course of the Company's public utility
business operations in which one company acts on
behall of another

(¢) CUMULATIVE PREFERRED AND
PREFERENCE STOCK

Amounts {0 be paid for preferred stock which must be
redeemed during the nax! five years are $2 000 000 in
pboth 1991 and 1992 and $12.000.000 in each year
1983 through 1995

The annual mandatory redemption provisions are as
folicws

W e B
° ing o1
Hedeemed n Share
Prelerred
$100 par $1!1 00 §.000 1874 $100
9375 16 650 1985 100
25par 28 400 000 18463 2%

The annualized cumulative preferred dvidend
requirement as of December 31 1990 s $25 000,000
The preterred dividend rates on the Company 's
Series A and B fluctuate based on prevailing interest

( Toledo Edison)

R R R R R

rates, with the dividend rates for these issues
averaging 9 06% and 9 84% respectively. in 1990

Under its articies of incorporation. the Company
cannot issue preferred stock uniess certain earnings
coverage requirements are met Based on earnings for
the 12 months ended December 31, 1990 the
Company couid issue at December 31 1990
approximately $7 500 000 of agdiuonal preferred stock
at an assumed avidend rate of 11% I Perry Unit 2
had been canceled and written off as of December 31
1990, the Company would noj have been permitted 10
issue any additional preferred stock See Note 3(¢)
The issuance of additional preferred stock In the future
will depend on earnings for any 12 consecutive
months of the 15 months preceding the date of
issuance. the interest on all long term debt outstanding
and the dividends on all preferred stock issues
outstanding

There are no restrictions on the Company s ability
lo issue preference slock

With respect (o dividend and iquidation nghts, the
Company's preferred stock 18 prior 10 its preference
stock and common stock, and i1s preference stock is
prior to 118 common stock

(d) LONG-TERM DEBT AND OTHER
BORROWING ARRANGEMENTS

Long-term deb!, less current maturities, was as foliows
Actual
o Average December 31
Interest Rate 1980 1989
(thousands of doliars )

Year of Maturity

First mortgage bonds

1891 1500 % § ~ $ 70000
1995 10128 - 36 800
1995 1128 60 000 60.000
1996 2000 869 166 378 166 378
2001-2008 . 779 61.72% 61,725
2006-2010 864 101,800 101,900
2016-2020 : 800 67,300 -
20212023 793 147 ROO 147 800
605103 644 603
Term bank luans due
1982 1996 883 13,600 -
Notes due 1992 1987 10 64 219430 261715
Debentures due 1997 1128 125.000 125.000
Pollution control notes
due 1992 2015 1103 136 600 166 480
Other — net -~ {2,307) (521)
Total Long-Term
Debt $1.007 326 §1187.277
SEESTTIIIIT SUSSSImTITT

Long term debl malures during the nex! five years
as follows $114.000000 in 1891, $121 000 000 in
1992 $46,000 000 in 1993 $21.000,000 in 1994 and
$86 000.000 in 19895

The Company s mortgage constitutes a direc! hirst
len on substantially all property owned and franchises
held by the Company Excluded from the lien, among
other things. are cash, securiies accounts receivable
fuel. supplies and automotive equipment

(Toledo Edison)
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Additional first mortgage bonds may be issued by
the Company under its mortgage on the basis of
bondable property additions, cash or substitution for
refundable firs! mortgage bonds The issuance of
addivonal first mortgage bonds by the Company on the
basis of property additions is limited by two provisions
of its mortgage One relates to the amount of
bondable property availabie and the other to earnings
coverage of interest on the bonds Under tne more
restrictive of these provisions (currently, the earnings
coverage tes!) the Company would have been
permitted to 1ssue approximately $177 000 000 of
bonds based upon available bondable property at
December 31, 1990 The Company also would have
been permitted to issue approximately $56 000 000 of
bonds based upon refundable bonds at December 31
1890 It Perry Unit 2 had been canceled and written
off as of December 31, 1980 the amount of bonas
which could have been issued by the Company would
not have changed

Certain unsecured loan agreements of the
Company contain covenants relating to capitalization
ratios, earnings coverage ratios and limitations on
secured financing other than through first mortgage
bonds or certain other transactions An agreement
relating 1o a letter of credit issued in connection with
the sale and leaseback of Beaver Valley Unit 2 (as
amended in 1989) contains several financial covenants
atacting the Company. Cleveland Electric and
Centerior Energy Among these are covenants relating
10 earnings coverage ratios and capitalization ratios
The Company Cleveland Electric and Centerior
Energy are n complance with these covenant
provisions We believe the Company Cleveland
Electric and Centerior Energy will continue 1¢ meet
these covenants in the event of a write-oft of the
Company s and Cleveland Electric's investments in
Perry Unit 2, barring unforeseen circumstances

(Toledo Edison)

F-66

(11) SHORT-TERM BORROWING
ARRANGEMENTS

The Company had $76.550.000 of bank lines of credit
arrangements at December 31 1990 There were no
borrowings under these bank credit arrangements at
December 31, 1990

Short-term borrowing capacity authorzed by the
PUCO is $150,000 000 The Company and Cleveland
Electric have been authorized by the PUCO to borrow
from each other on a shoft-term basis

Mos!t borrowing arrangements under the short-term
bank lines of credit require a fee of 0 25% per year 1o
be paid on any unused portion of the lines of credit
For those banks without fee requirements, the average
daily cash balance in the bank accounts satisfied
informal compensating balance arrangements

At December 31 1990 the Company had
$23.200.000 of commercial paper outstanding The
commercial paper was becked by at least an equal
amount of unused bank lines of credn

(12) CHANGE IN ACCOUNTING FOR UNBILLED
REVENUES

Prior to 1988 revenues were recorded in the
accounting period during which meters were read
Utility service rendered after monthly meter reading
dates through the end of a calendar month (unbilied
revenues) became a part of operating revenues in the
following month In January 1988, the Company
adopted a change in accounting for revenues in order
10 accrue the estimated amount of unbilied revenues
at the end of each month

The adoption of this accounting method increased
1988 net income $218 000 (net of $112.000 of
income taxes) before the cumulative etfect on periods
prior to January 1. 1988 The cumulative effect of the
change on the periods prior to January 1. 1988 was
$6.279.000 (net of $4 177,000 of income taxes) and
was included in 1988 net income

( Toledo Edison)



(13) QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The following is a tabulation of the unaudited quarterly results of operations for the two years ended December 31
1990
Quartars Ended S
March 31 June 30 _Sept 30 Dec 31
(thousands of dollars )

1990
Operating Revenues . ... ................. ... $203 841 $204295 $223201 $195749
Operating Income .. ... ... ... e 38,771 28,298 39472 45 901
NBLINCOME . . . . . it 21,604 26971 " 19420 13.429
Earnings Available for Common Stock . : 16,357 20 660 13.109 7.139
1989
Operating Revenues . ... ............................. . $201144 $203436 $219762 $20246"
Operating Income .. ........ .. ... i, 32,041 37.149 40 532 32 595
Net Income ... .. . S . AT 24 280 30,284 34 501 3613
Earnings (Loss) Avallable for Common Stock _ 17,857 23 882 28.176 (2,627)

Earnings for the quarter ended June 30 1980 were increased as a resul! of lederal income lax expense
adjustiments associated with deferred investmen! tax credits relating to the 1888 write-off of nuclear plant
investment See Note 7 The adjustments increased quarterly earnings by $17 907 000

Earnings for the quarter ended December 31 1990 were decreased as a result of year-end adjustments A
$13.933 000 reduction in phase in carrying charges (see Note 6) was partially offset by adjustments of $7 760 000
to reduce depreciation expense for the year (see Summary of Significant Accounting Policies ) and $2 168 000 to
reduce federal income tax expense (see Note 7) The total of these adjustments decreased quarterly sarnings by
$2,000.000

(Toledo Edison ) F-67 (Toledo Edison)



FINANCIAL AND STATISTICAL REVIEW

Operating Revenues (thousands of dollars)

W e
1990 $223 820 $174 540 $235 §7¢ $76 535 $713 5§73 $113 613 $827 088 s $827 086
Q8
Operating Expenses (thousands of dollars)
1990 $138 222 $373 374 $75 986 $79 320 $(13,299) $21,041 $674 644
as
Income (L0388 {thousands of dollars)
1990 $152 442 $ 32352 $ 6149 $ 43 487 $ 8664 $214 094
(8
income (Loss) (thousands of dollars)
1d
1990 $135 344 $ (2674 $ 61424 3 $ 81424 $25 159 $ 56265
(a)




Electric Sales (millions of KWH)

THE

Electric Customers (year end)

TOLEDO EDISON COMPANY
Residential Usage

Average  Average
Revenue

A Py
InJusinel K::* t p:. Per
Yew Resental  Commercial  Industngl Wholesale Other  Tots  Residential  Commercia & Othe: Totw Customer  KWH _ Customer
1990 1 950 1614 3617 $32 496 8608 253965 25 822 4 555 284 342 7682  11.48¢ 588299
1989 2017 1 622 3740 1175 495 0048 253 234 25 803 4434 2R3 47 7 488 107 855 29
1888 2 068 1 879 3780 838 474 8838 251580 25 626 4 102 281 218 8 264 872 802 67
1987 1977 ' 632 3 588 344 404 7906 240 344 25170 4 0B5 278 580 7 969 1016 806 €6
1886 1 941 1 485 3 482 247 449 7600 247 256 24 655 4 004 275 915 7 881 875 768 43
1980 1871 1 282 3165 560 410 7 388 240 142 23 532 3818 267 482 B 232 €40 526 66
Load (MW & %) Energy (millions of KWH) Fuel
gDOleK' Nex En
oit P P t 3 'y
.m‘ Pear Capacity Load Lompany Leneddled Purchased Fuel Cost B.VL:?‘(Q'
Yea ol Puak Load Margin Factor  Fossi Nuciear Total Power Tols Par KWH K
1990 1752 1516 13.5% 63.0% § 635 4219 9754 (499) 0 255 1.50¢ 10 220
1989 1 854 1 526 194 652 £ 206 5 552 10 768 (1175 & 583 L 10 283
1088 1067(c) 1614 1627) 628 5 820 3 325 g 1458 388 8 530 150 10 174
1987 1698 1 484 128 64 G 5916 3218 g 134 (647 8 487 1 45 10 196
1886 1 740¢(ec) ) 423 182 64 8 6 462 12 6474 1 688 8 163 1.82 9 86O
1980 1 760 1 310 256 68 3 5529 1 031 & 56 | 352 7912 168 10 245
Investment (thousands of dollars)
Constructon
Wors in Tota
Utinty Accumuiaing Piogress Nuciear Property Utiaty
Pant in Depracation & Mot & Fearry Fuel ang Plant anc Prant Tota
Year Service ____Amortization Pan Ung 2 - Other £ quipment Additens __Assels
1990 $2 607 010 $645 193 $1 960 817 $ 406 8298 $222872 $2 621 528 $ 86 683 $4 001 518
1989 2 532 29! 567 197 1 965 084 430 340 237 318 2 632 782 77 387 4 138 B4
1988 2 438 927 487 S4E 1 981 381 456 104 262 §14 2672 998 132 083 4134 672
1987 2600 511 41§ 148 2181 362 374 274 267 068 2 822 708 380 874 4 277 587
1986 1 442 812 415 748 1027 067 2 169 545 268 022 3 466 034 463 163 3813 889
1980 1187 774 220 629 977 145 §20 238 27 424(d) 1 524 BOR 235 911 1 701 443
Capitalization (thousands of dollars & %)
Praferred Stock with Pratened Stock withou!
Mandatory Redemptor Mandatory Fedemption
Year Common Stock EQuily Provisions Lol Provisions Long Term Deb! Total
1890 § 880 784 39% $ 66 328 % $210 000 e $1 097 326 AP $2 254 438
1984 897 793 38 84 990 3 210 000 9 1187 277 50 2 374 060
1988 B87 442 36 71 1565 3 210 000 g 1291 444 62 2 460 041
1987 1096 737 38 73 340 3 240 000 8 1 400 292 50 2810 369
1986 1074 663 36 148 797 5 260 000 g | 480 947 50 2 964 407
1980 478 993 34 86 500 5 150 000 i1 714 A0¢ 80 1 409 B9G

(¢) Capacity data reflects extended generating unit autages lor renovation and improvements

(d) Restated for effects of capitalization of nuclear fuel lease and financing arrangements pursuant 1o Statement of Financal Accounting Standards 71

(Toledo Edison ) -
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NTERIOR ENERCY CORPORATION AND SUBS ARIES
SCHE £V PROPERTY, PLANT AND EQUIPMENT
YEAR ENDE EMBER 3 X
» and § ®
Balance ot Retirements Beloarce ¢
Begimning of A |t ong ¢ End of
st Bt 4 Period et C t S8l es Othe Fe

$1 3 g $39 4% 8 . $ a
. $ 5 & $1t $24 608 s § p
$56,3 $54 s ! $56,3
$13,99¢ $745 L & it $14.6
$68 ¢ $ $5 s $694 e
' 43 .k 2.3 ¢ t s $ E,"
' 3 $3.4 $1,64F% $ $i6
$ 8076, 24 836,468 $ 5 - :

$28 $ $ s $:
3864 $ $ $ B
$ $ $: $ s
pamw $ ? $314,08 $36,49 $ $
A > 4 < J: L oo W0 8 € 2 !’"‘ s v




Classification

Utility Plent:
Electric

Production:
Steam
Nuclear
Hydraul i¢
Other

Transmission

Distribution

General

iotal Utility Plant

Perry Unit 2 (a)

Construction wWork in
Frogress

Nuclear Fuel

Other Plant

Total Property, Plant and

Equipment

CENTERIOK ENERGY CORPORATION AND SUBSIDIARIES

SCHEDULE v - PROPERTY, PLANYT AND EQU!PMENT
YEAR ENDED DECEMBER 31, 1989

(Thousands of Dollars)

Balerce ot Retirements
Beginning of Additions or
Perlod at Cost Seles
$1,290, 0% $17,470 (85,6%)
$ 833173 $208,809 ($12,.37)
856,301 (s 0
$13,943 13 ] (s
$677,535 $3,55¢9 ($1,014)
81,09, 766 $54 837 (85,793)
$177,919 $11,52¢ ($4,014)
$8,143,673 $296, 256 ($28,813)
8866, 911 $2,137 $0
$355, 821 ($67,59¢) $0
$815, 144 48 677 16
$59,945 82,512 (3$30)
$10,241,494 $282 984 ($28,843)
EFSRamEzEeEs EsrANNEREES EEE AR RS

(a) Includes Perry Unit 2 AFUDC subsequent to July 1985, See Schedule VIII,

s
L
18
$0

s

............

80

$0

$22

B3zpizIznass

Balance at
End of
Periog

............

$1,301, 892
$5,029,60%
$56,300
$13,995
$680, 080
$1,143,810

M85 434

...........

88,411,116

886, 048

$288 225

$864 821

$10,495,659

SgsgazgaveEss
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CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

SCHEDULE VI + ACCUMULATED DEPRECIATION AND AMOKTIZATION OF PROPERTY, PLANT AND EQUIPMENT
YEAR ENDED DECEMBER 31, 1990

Description

REsnsa s

Utility Plant:

Electric - Depreciation
 Amortizetion

Totsl Utility Plant

Other Property - Depreciation

Total

Nuclear fuel « Amortization

Balance ot
Begiming of
Oor o

$1,628,097
$3,670

............

§1,831, 767

$15,132

..... saneran

$1,846 899

$320 446

EtssEsszaver

Addd it lons
Charged to
1 n¢ ome
Statement Other
2258, B8 82,685 (w)
4,403 L Ui}
$263,271 (b) $2,685
82,957 (&) ($17)
8264, 228 82,668
SRRRABRsEEnEn SEFRERZEEIN
884,150 (o) $0
FEEEEREeEREY FRERZTRERAEN

(Thousareds of Dollers)

(8) Accumulated depreciation charged to construction work in progress.

(b) Depreciation and amortization as reported in the Income Statement inc|udes spproximately $12 million of
amortization of investment tax ¢redits,

(e: Nonutility plant expense charged to other income and deductions, net,

(d) Charged to fuel and purchased power expense.

Dechict i ong
Removal Cost
et of Salvege
Retirements Add/ (Deduc t)
(836, 468) (85,011)
0 $0
(836, 468) ($5,011)
0 $0
(836, 468) (85,011)
GEEERREsERr S SREPNERRESES
$0 1Y)
Rz nay FEsEnERERIRN

Balarce ot
Erd of
Period

$2,048,171
$8,073

............

82,056 264

$18,072

$2,074,316

$404, 5%

BEzeEwmansas



CENTERIGR ENCRGY CORPORATION AND SUBSIDIARIES

SCHEDULE VI + ACCUMULATED DEPRECIATION AND AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT

Description

Vtility Plant:

Electric - Depreciation
* Amortizetion

Total Utility Plent

Other Property - Deprecietion

Tota!

Nuclear Fuel - Amortization

Additions

Bolance at Charged to
Beginning of 1 e ome

Period Statement Other (0)
81,565,978 $292 068 $3,59%

$3,32¢ $344 %0

$1,569,304 $292,.412 (B) 83,595

$13,676 $ 48 () 80
$1,582,980 $293,896 $3,59%
LR SRR ] SRS RseERNAN LR LR R

$218,32¢6 $102,120 ¢d) $0
S¥NEZIEEIZRES EEBEEESRTRAY SEBONENERRES

YEAR ENDED DECEMBER 31, 1989

(Thousardts of Dollers)

(8) Accumulated depreciation charged to construction work in progress.

(b) Depreciation and emortization as reported in the Income Statement includes approximetely $12 million of

emortization of investment tax credits,

(e) Nonutility plant expense charped to other income end deductions, net.

{d) Charged to fuel and purchated power expense.

Deductions

Removal Cost

Net of Selvage
Retirements Add/ (Deauct)
($28,81%) (84,731)
L 1] $0
($28,813) (%, 731)
(820) ($8)
(328,83%) (84, 739)
BESTARENERRY EERSBRISONEEE
$0 $0
FESSREERARRS EEAEBRRGERENN

Balorce ot
End of
Per

83,670

81,831,767

815,132

LR

$1, B4p B9

$320, 446
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CENTERIOR ENRERCY CORPORAT | DN AND SUBS ARIES

SHORT - TERM BORROW I NCS
pECEMBER 3 1990, 1989 ANC

SCHEDULE 1X

FOR THE YEARS ENDETD

( Thous ands




CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

SCHEDULE X - SUPPLEMENTARY INCOME STATEMENT INFORNMA:|ON
FOR THE YEARS ENDEL DECEMBER 31, 1990, 1989 AND 1988

(Thousands of Dollers)

item 1990 1989 1988

Maintenance end Repalirs -+
Charged to Operating Expenses $202,248 $187,559 $199,468

TesszsanzERR SEsssasszeny STREsErRROsE

Taxes, Other Than Payroll and
income Taxes:

Charged to Operating Expenses:

Real and Personal Property Taxes $145,980 $136.477 $145, 665
Ohic State Excise Taxes $101,918 $92,877 $97, 644
Other 88,850 $9,199 $11,773

Total Charged to Operating

Expenses $256,748 $238,553 $249,082

Total Charged to Nonoperating |ncome $719 $75¢ $547
Total $257 467 $239,312 $249,679
SIRIZETBIRAS SeXIsBTRSUNSE BEsEREROSERY






THE CLEVELAND ELECTRIC ILLUMINATING COMPANY AND SUBS

SCHEDULE v PROPERTY , PLANT AN
YEAR ENDED DECEMBER 3

Thousarxis of

5 UOs eqQuent




CLEVELAND ELECTRIC TLLUMINATING COMPANY AND SUBSIDIARIES

SCHEDULE V - PROPERTY, PLANT AND EQU|PMENT
YEAR ENDED DECEMBER 31, 1982

Balance ot

Beginmning of

Period







THE CLEVELAND ELECTRIC TLLUMINATING COMPANY AND SUBSIDIARIES

SONEDULE VI - ACCUMULATED DEPRECIATION AND ANORTIZATION OF PROPERTY, PLANT AND EQUIPMENT
YEAR ENDED DECEMBER 31, V08¢

Description

Utility Plant:

Electric « Deprecistion
« Amortigation

Total Utility Plant

Other Property « Deprecistion

Totsl

Nuclenr Fuel - Amortigerion

(Thousands of Dollers)

Atk |t L ong Dedhuct | ong
Bolonce ot Charped to kemovael Cost
Begiming of 11 oime Net of Salvape
Periog Stet oment Other (#) Retirements Addl/ (Dedhuc t)
31,078,432 $200, 541 | 3% ¢ 14 (816, 0%) (83, 754)
3,32 $34i L 14 0 $0
$1,081, 750 $200, 885 (b) 81,737 (816,086) (83,754)
$12,508 81,438 () 10 ($20) (M)
81,00, 266 202,320 ", nr (816,07¢) (83, 762)
" L * L] . LA BABBERRRERRSR
$117,198 5. M2 ) 14 80 80
EEZERENBENENS TEEbERREARY S ERLEBERROREN EEESRUSRBRRS SEERAREEERSS

(0) Acoumulated deprecistion charged to construction work in progress.

(b) Deprociotion and amortizetion as reported in the \ncome Statement includes approximately 88 million of
MmOrt pation of irvestment tax credits,
(€) Nonutility plant expense charged to other income and dechuctions, net,

(d) Charged to fuel and purchased power expense.

S=16

Balarce et
Ene of
Periog

............

§1,260, 900
8,670

§) 264 570

8§13, 08

...........

$1,278 408

R M

LA LS AL



THE CLEVELAND ELECTRIC TLLUMINATING COMPANY AMD SURSIDIARIES

SCNEDULE v« ACOUMULATED DEPRECIATION AND AMORTIZATION . ¢ PRIPERTY, PLANT AND EQUIPHENT
YEAR ENDED DECEMBER 31, 1988

Description

Shsa s nann

Utility Plant;
Electric - Deprocintion

© Amortizetion

Totel Utility Plant

Other Property - Deprecistion

Totel

Nuclear Fuel + Amortizetion

alance ot

Begimning of

Peor o

Lk enaanns

902,315
$2,982

.

SRt sssraR s

905, 297

$11, 8%

L

L LANRS 3

TEERNEREESNS

s72,2087

EREsEEERRRRS

(Thousardds of Dollears)

Add it ore
Charged to
| re ome
Stotement Other (8)
$192, 3% $1,700
36 L
$192,608 (b) $1, 700
$1,27% (&) L 1]
8193, 972 $1,700
BEREBRERINRS sEPERERERERESE
L O AR T L
FhasEstEERER SERARENRDRNY

(8) Accumvleted depreciotion charged to construction work in progress.

(b) Depreciation and emortization as reported (n the Income Statement includes approximetely 86 mil(ion of

Dothuc t {org

Remove| Cost

ket of Solvage
Retirements Add/ (Deduct)
(814, 778) (83,15%)
L |
(814, 778) (83,15%)
(8600) L
(815,378) (83,15¢)
ERRRETREANE S SERREREERRAY
L 0
SRENEERANERE ERESESRENERERY

Bolance at
ind of
Por od

$1,078,432
83,32

L

§1,081, 758

$12,508

Shdbe s anrnen

§1,006, 266

$117,198

SERERRIREA

amortizetion releted to terminated nuclear generating units and 810 million of amortization of investment tax

credits reculting from t!

change in sccounting for income taxes,

neted units were recorded as deterred charges on the Balence Sheet,
$17.6 million in the deferred churge account was written off st year end.

(€) Nonutility plant expense charged to other income angd deduct ions, net,

(d) Charged to fuel and purchased power expense,

§=17

The unamortized coets related to the termi:
The December 31, 1988 balunce of



THE CLEVELAND ELECTRIC ILLUMINATING COMPANY AND SUBSIDIARIES

SCHEDULE V1T © GUARANTEES OF SECURITIES OF OTHER |SSUEKS
YEAR ENDED DECEMBER 31, 1990

(Thousards of vollars)

Primcipel Amount

Guarantesd arvd
Kame of lssuer of Outstoanding ‘
Securities Guerenteed Title of lesye (8) and (D) Noture of Guarentee
Guarto Mining Company (b) Gueranteed Mortpep~ Bonds,
bue 2000
Series A 8.25% 2706 Principsl and interest
Series # 9.70% T6? Principal and Interest
Series 9.40% 3,85 Principal ardd Interest
Series O 12.62%% &, 562 Principsl and Interest
Series 4 10, 25% 851 Principsl and Interest
Series £ 11.70% 830 Principsl ang Interest
Series £C 11.40% 4,152 Principel and Interest
Series D 14.625% 4,540 Principsl amdd Interest
Series FA 10.50% 654 Principsl and Interest
Series B 11.75% 207 Prinecipal and Interest
Geries ¢ 11,408 838 Principal and interest
Series G 9.05% 10,639 Principal and Interest
Unsecur a4 Note, Interest at prime (V0%
ot 12/31/90) plus 2%, bDue 2000 2,603 Principsl and Interest
Equipmont Lesses 7,543 Termination Value per
Agreement s
42, 806
The Ohio valley Coal Company First Mortpage Notes
Series D--8.00% Due 1991 to 1W7 6,750 Principsl andi [nterest
Series £--10.25% Due 1991 to 17 4,125 Principal and Interest
faquipment Leases 6,3 Etipulated Loss velue
per Agreemenis
Term Notes - 9.53% Due 199 to 1996 3,193 Principal and Interest
*<10.85% Due 1991 to 199Y ., 2\, Principel ang interest
49,288
$85, 094
LA RS

(8) None of the securities were owned by Clevelarna Electric; none were held in the treasury of
the issuer; snd none were in default,

(b) Cleveland Electric and the other CAPLO Group Companies heve agreed to guarantee severally,
and not jointly, their proportionate shares of Quarte Mining Company debt and |esse
obligetions incurred while developing and equipping the mines, The amounts shown are
Cleveland Electric’s proportionate share of the total obligations.

§-18



THE CLEVELAND ELECTRIC ILLUMINATING COMPANY AND SUBSIDIARIES

SCHEDULE VIL1 « VALUATION AND QUALIFYING ACCOUNTS
FOR THE YEARS ENDED DECEMBER 31, 1990, 1989 aND 1948

i Thousends of Dollers)

Al )t ong Dechuc t | ong
O Sraesann e R R T Y B
Bulonce ot Charged 1o Dedhuc t | om bolance ot
feginning 1 ne e from End of
Description of Period Statement Other Reaerves Other Porioy
Reflected as Reductions
to the Relsted Assets:
Accumulated Provision
for Uncollectible Accounts
(Deduction fram Amounts Due
from Customers erd Others)
1990 926 $15,207 (8) 81,628 () $15,935 (e)te) L $1,826
1989 86,008 85,742 (0) 81,062 () $11,904 (ajte) 80 Vit
1988 85,126 80,307 (¢) $1, 146 (b) 89,553 tai(e) L 4 8,026
Reflected as Reserves on
the Belence Sheet:
Reserve for Perry Unit 2
Allowance for Funds Used
During fonatruction
1990 $124 398 L Y s 0  1¢ $126,308
1989 $124,398 0 0 0 0 $124,308
1988 $102,903 L ) 821,495 (&) L 0 $1246 308

(8) Includes & provision and corresponding write-off of uncollectible accounts of $5,597,000, 82,007,000 and
864,000 {n 1990, 1989 andd 1986, respective'y, relating to customers which gqualify for the PULO mandated
Percentage of Income Payment Plan. Such uncollectible sccounts are recovered through a seperste PLCO
sporoved surcharge tariff, ’

(b} Collection of pecounts previously written off,

(€) Uncollectible accounts written off,

(d) Resuits from adoption of & new method of sccount ing for income taxes which requires the presentation of
amounts (previously stated on & net-of -tax besis) on & pretar besis,

w
i
L <



THE CLEVELAND ELECTRIC JLLUMINATING COMPANY AWD SUBSIDIARIES

GCHEDULE Ix - SHORT:TERN BORROWINGS
FOR THE YEARS ENDED DECEMBER 31, 1990, 1989 AND 1968

(Thouserdds of Dollers)

Avgrage
Velghted Dally hverape
hverage LULAL V] weighted bally
Bolance Interest Amount Amount welghted
ot i Rate ot Outstanding Outstanding Interest
of g of buring the During the Eote During
Category Period Poriod Periog Periog the Period
Commere (ol Paper
1990 $87,110 9.5 $140, 000 887,564 (0 .M ()
1989 $0 0.0% §5%,000 85,58 (0 9.8 ()
188 1] 0.0% $123,000 821,248 () 765 ()

(8) Computed by dividing the total of the deily outstarding balances for the year by 365 days (366 for 1988).
(b) Computed by dividing totsl interest sxpense for the year by the eversge dally balance outstonding,



THE CLEVELAND ELECTRIC [LLUMINATING COMPANY AND SUBS 1D AR ES

BONEDULE X - SUPPLEMENTARY [NCOME STATEMENT |NFORMAT | ON
FOR THE YEARS ENDED DECEMBER 31, 1990, 1989 AND 1988

(Thousands of Dol lars)

I tem 190

............

Meinterance anel Repairs -
Charged to Opereting Expenses 138, 088

srEsENREnENY

Taxes, Other Than Payroll ang
Income Tares:

Charged to Operating Exponses:

Real and Personal Property Taxes 8108, 776
Ohio State Excise Toxes %9, 770
Other 8, 7
Total Charped to Operating
Erpenses $183, 288
Totel Chorged to Nonoperating |ncome | T
Total $163 9%
EREFIRERBELES

............

$126, 770

$100, 007

863,870

$171,021

SEEsvansRERy

$132, %

AL LS Y

............

............

$173,302



Classification

..............

Utility Plant:
Electrie

intangible

Proguct lon:
Steam
Nuclear
Other

Transmission

Disgtribution

General

Totel Utility Plant

Perry Unit 2 (@)

Construgtion Wark in
Progress

Nue lear fuel

Other Flant

Tetal Property, Flant and
Equipment

THE TOLEDO EDISON COMPANY

SCHEDULE V « PROPERTY, PLANT AND EQUIPMEN!

YEAR ENDED DECEMBER 31, 1990

(Thousands of Dollers)

Bolance at

Begimning of

Periog

------------

L1

284 27Y
$1,673, 840
$6, 708

$148 267

351,872

82,532, 91

8345, 754

------------

$3,348, 702

Ackti tiong
st Cost

............

$3,53¢

87,162
850,838

$8
$ 647

816,142

............

$109, 660

EEassaswesew

Retirements

(86)
(83,206)
0

($33)

(8726)

............

............

(84,665)

(8) Includes Perry Unit 2 APUDC subsequent to July 1985, See Schedule VIII,

19

80
$0

------------

(339)

Belonce ot
Engl of
beriod

83,58

291,411
$1,721, %%
86,726
$146, 881

$366, 768

$2,607,010

$343, 685

$93, 154
8606, 508
$3,303

............

$3,453, 658

FrERREEREART



THE TOLEDD EDISON CONPANY

SCHEDVLE v « PROPERTY, PLANT AND FOU)PMENT
YEAR ENDED DECEMBER 31, 1089

(Thousande of Dollars)

Bolance ot Retirements ' Balance ot
Begiming of Add 1t | ore or i of
Clonsification Period ot Cost Seles Other Perlod
tility plant;
flectrie
Proguct ion:
Stesm 8276, 400 $7,87% 0 0 $284 278
Nuc Lenr 81,597,457 888, 760 (812,377 0 $1,673, 840
Other 86,656 852 $0 $0 8,708
Transmiss|on 8150, 718 (85,445) (%) | 3 145,267
Distribution $340, 116 $11,62% ($369) 0 351,372
Genaral 867,583 $3, 2% (s8) 0 $70, 829
Total Utility Plant 82,438 927 $10¢, 121 (812,787 1 82,832, %)
Ferry Unit 2 (&) $343 126 $2,628 0 80 4345, 754
Construction work in
Frogress $115. 978 (831, 302) s L 19 $84 58¢
Nuclear Fuel 361,490 $21,28%9 0 | 14 382,729
Other Plant 83,320 1 0 ¥ 83,342
Total Property, Plant and
Equipment 83,262,841 08,59 ($12,787) $22 83,348, 702
LR ax e SEANSRREEERR CasRERERRES:

(8) Includes Perry Unit 2 AFUDC subsequent to July 1985, See Schedule Vi,

§-23



THE TOLEDO EDISON COMPANY

SCHEDULE v - PROPERTY, PLANT AND EQUIPMENT
YEAR ENDED DECEMBER 31, 1988

(Thousands of Dollers)

Bolance ot Retirements Balonce ot
Begimning of Additions or End of
Clessificotion Period ot Cost Seles Other Perioy
Utility Plent;
Electric
Proguction;
Steam 8273, 783 82,953 ($338) | 14 8276 ,400
Nuclesr (b) §1, 780,809 $59, 084 (8242 ,436)(¢) {1 81,567,457
Other | T | 1 L 1Y 0 86, 65¢
Transminsion (b) $149, 808 L 3} ¥ ($62%) 1] $1%50, 718
Distribution 324,020 $19,411 (83,15 L 1Y $340, 118
General 865,438 $3,823 81,67%) $0 867,583
Total Utility Plam $2,600, 511 $46 803 (B248,387) 0 82,438,927
Perry Unit 2 (a) $306,570 80 L 836,556 (a) $343,126
Construction wWerk in
Progress %7, 704 e, 27 *0 $0 $115,978
Nuclear Fuel $333,802 827,688 1 80 8361, 490
Other Plant 23,168 $17% ($2%) 0 $3,320
Total Property, Plant and
Equipment 83,311, 7% $162 93¢ (8248, 410) 836 5% $3,262, 841
FIEsRARERENY SERENRRRERES SEEBERERRENY BrEYERENRENS BEERERARRERS

(8) Includes Perry Unit 2 AFUDC subsequent to July 1985, See Schedule VIII,

(b) Includes reclassification of PUCO ordered AFUDC reserve to o refurkd obligetion consistent with terms of
the Jarvary 1989 PUCO rate order,

(¢) Includes $242 080,000 of PUCH ordered write-off of Perry Unit 1 investment,

(d) Results primarily from adoption of 8 new method of sccounting for income texes which reguires the
presentation of amounts (previously stated on & net-of tex basis) on & pretax besis,



THE TOLLDO EDISON COMPANY

SCNEDULE VI - ACOUMULATED DEPRECIATION AND AMORT|ZATION OF PROPERTY, PLANT AND EQUIPMENT

Description

L L R

Utility Plant:
Electric « Depreciation

< Amortigetion

Totel Utility Plant

Other Property + Deprecistion

Total

Nucleer fuel - Amortization

Balarce ot

Perlog

8567197

$. 27

SR s et

$568 404

$147,53¢

TEAR ENDED DECEWBER 31, 1990

(Thousends of Dollers)

Addiitions
Charged to
Begimning of | e ome
Statement Other
$77,99¢ $1,.842 (0
0 895 0
$7¢,89) (b) $1, 842
7% (&) (17
$78,970 §1,82%
SREEEZRAVEREY BERSRRERRRENN
837,122 (d) L
ESsrtEtenNny FEBRRRBEERAR

(8) Accumu ated deprecistion charged to construction work in progress.
(B) Deprecietion and amortizetion as reported (n the Income Statement includes approximately $3 million of
emortizetion of investment tax crecits.

(e) Nonutility plant expense cherged to other income end deductions, net.

(d) Charged to fuel and purchased power expense,

§=25

Retirements

R R

($4,6065)
$0

(84, 66%5)

$0

Remove! Cost Balence ot
Net of Selvege End of

A/ (Dech t) Per o
82,928 645 298
0 8805
2,928 46, 193
L $1.27
2,028 7 472
EEFNERRNERRY LA AL A L]
80 $184, 658
SEREREBERRES SREENERRREES



THE TOLEDO EDISON COMPANY

SCHEDULE VI~ ACCUMULATED DEPRECIATION AND AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT
YEAR ENDED DECEMBER 31, 1989

(Thousends of Dollers)

Aol tiens Dot lons

Balance ot Charged to Removel Cost Bolonce at

Begiming of | ne ome Net of Salvege End of

Description Period Statement Other (o) Retirements A/ (Deduct) Period

Electric Utility Plent

Deprecietion $4B7 546 891,527 (b) $1,858 (812,787 (8977 567,19
Dther Property « Deprecistion $1,168 e (o) 0 0 0 $1.2
Totel $4B8, 714 91,57 1,858 (812,757 ($977) $568 41
TSRO ENREbERERANY RERZERZNSERRY REEEREERRRES ERREERTRRERRY EsrsaazEns
Nutleor Fyuel - Amortization $101,128 846,408 (d) 10 $0 L $147,53
EEREEEERRREY BissEaerETES BATREESESREN EseReERsrELY ERERSFERIRERER stescdagen

(8) Accumuloted deprecistion charged to construction work in progress,

(b) Depreciation and amortization as reported in the Income Statement (n¢ludes approximetely 84 million of
amortization of (nvestment tax credits,

() Norutility plant expense charged to other income arci deductions, net.

(d) Charged to fuel and purchased power expense.



THE TOLEDD EDISON COMPANY

SUMEDULE VI - ACCUMULATED DEPRECIATION AND AMORTIZATION OF PROPEKTY, PLANT AND EQUIPMENT

Description

Electric Utility Plant -+
Depreciation

Other Proparty « Deprecistion

Total

Nuclear Fuel + Amortization

YEAR ENDED DECEMBER 31, 1988

(Thousends of Dollers)

Adiitions
Balarce at Cherged to
Beginning of 1 ¢ ome
Period Statement Other (a)
%19, 149 874,650 () $1,83
8,146 e (o) $0
$420,29% $74, 6% $, 85
SENEEBRERREES SEREREEEOEEN BERRRREREERY
860, 756 832,32 () $0
EREREESREERY BEENBREREEENN ERANREREERAN

(8) Accunulated depreciation charged to construction work (n progress.

(p) Depreciation end amortization as reported in the Income Stetement ingludes spproximately 83 million of

Deduct i gre

Remove! Cost

Net of Salvepe
Retirements Add/ (Dachct)
(86, 256) ($1.831)
(20 (7
(%6,276) (81,838)
EERERRERRERAS SRERESRERBERS
0 0
BERBENERREEN BRaEtRRRREEN

Balonce a!
£ of
Period

$488 714

SARTARRRIERES

$101,128

smortization related to terminated nuclear generating units and 83 million of amortization of investment tax
credite resulting from the change in accounting for Income taxes,

nated units were recorded es deferred charges on the Ralance Sheet.
$10,2 million in the deferred charge account was written off at yesr end.

(e) Nonutility plant expense charged to otrly

(d) Charged to fuel and purchased power expense,

income and deductions, net,

The unamortized costs releted to the term -
The December 31, "9AR bylwxe of



THE TOLEDO EDISON COMPANY

SCHEDULE VI1 « GUARANTEES OF SECURITIES OF OTHER 1SSUERS
YEAR ENCED DECEMBER 31, 1990

(Thousendds of Dollers)

Pringipal Amount
Guerantess o
Name of [ssuer of Outstanding
Securities Guerenteed Title of Issue (0) and () Nature of Guerantee

R A

Quarto Mining Company () Guaranteed Mortgage Bonds,
Due 2000

Series A 8.25% Principel Interest

Series 8 9. 70% Principal Interest

Series C 9.40% Primcipel Interest

Series O 12.625% Principel Interest
Series EA 10.25% Primcipal Interest
Series £B 11.70% Principal Interest
$eries EC 11.40% Principal Interest
Series ED 14.625% Prineipal Interest
Series FA 10.50% Principal Interest
Series /B 11,75% Principsl Interest
Series FC 11.40% Principal Interest
Series 9.05% Principal Interest

Unsecured Note, Interest
ot prime (10X ot
12/31/90) plus 2%,

Due 2000 1,561 Principsl and Interest
Equipment Leases 3,718 Termination Value per
Agreements
824,065
sEREENSY

(a) None of the securities were ownad by Toledo Edison; none were held (n the treasury of
the fssuer; and none were in default,

(b) Toledo Edison and the other CAPCO Group Compan . es have agreed to guerantee severally,
and not jointly, their proportionate shares of Quarto Mining Company debt and lease
obligations incurred while developing and equipping the mines, The amounts shown are
Toledo Edison’'s proportionate share of the total obligations,



THE TOLEDO EDISON COMPANY

SCHEDULE VIIT « VALUATION AND QUALIFYING ACCOUNTS
FOR THE YEARS ENDED DECEMBER 3V, 1990, 1989 AND 1988

(Thousarets of Doliers)

Adkd i tiong Dechuct lorg
Bolance ot Charged to Deduc t fong bolorce ot
fegimning | e ome from Eng of
Description of Period Statement Other Reserves Other Perlod
Reflected ax Reductions
to the Related Assets:
Accumuiated Provision
for Uncollectible Accounts
(Deduction from Amounts Due
from Customers and Others)
1990 $1,350 $3,532 (») $1,177 () 84,859 (m)(e) L 1,200
1989 | S0 83,687 (0) 938 () 84,250 (o)) 0 $1,3%
1988 $503 $2,768 (o) s (B 84,261 (8) () 0 | 128"
Reflected as Reserves on
the Balance Sheet:
Reserve for Perry Unit 2
Allowsrce for Furdds Used
buring Construction
1990 $88 295 0 0 80 80 88,295
1989 $88 295 L 0 80 L S48 295
1988 $71,697 0 816,598 (4) L 1) 0 88 298

(8) Includes & provision and corresponding write-off of uncollectible accounts of $298,000, $591,000 and
$1,139,000 in 1990, 1989 and 1988, respectively, relating to customers which qualify for the PUCO mandeted
Percentage of Income Payment Plan, Such uncollectible actounts are recovered through o separste PUCO
approved surcharge tariff,

(b) Collection of mccounts previously written off,

(¢) Uncollectible sccounts written off,

(d) Results from adoption of & new method of accounting for income toxes which requ res the presentation of
emounts (previously stated on a net-of <tax basis) on o pretax basis,

e
'
Lav
O

B e ol Bl ol o B o L 1 FEven



T R SRR,

Category

........

1990
1989
1988

THE TOLEDO ED1SON COMPANY

SCHEDULE 1X « SHORY TERM BORROWINGS
FOR THE YEARS ENDED DECEMBER 31, 1990, 1989 AND 1988

(Thouserts of Dollers)

Avergge
Veighted Pally
Average Mo | man Weighted
Belance Interest Aot Amoynt
et ing Rote ot Outstanding Outstanding
of End of During the buring the
Period Periog Period Perio
823,200 9.1% $23,200 §1,285 (o)
$0 0.0% L 14 (0
L 0.0% L 14 80 (n)

e - v NS § WEane s

Average
Paily
weighted
Interest
Rote During

9.1% ()
0.0% (b
0.0% (b)

(8) Computad by dividing the totel of the daily outetanding balences for the year by 3¢5 devs (366 for 1988),
(h) Computed by dividing total interest expense for the yesr by the average daily balance outstanding,

$+30



THE TOLEDD EDISON COMPANY

SOMEDULE &« SUPPLEMENTAKY [NCOME STATERENT |NFORMAT | ON
FOE THE YEARS ENDED DECEMBER 31, 1990, 10RO AND Y9

(Thousersds of Dollers)

[ tem 19900 1989 o8
Maintenance and Repairg -
Charged to Opereting Expenses $64, 163 60, 781 8o 522
EEREPEERRRLE SEREREENRRRS LA AT T Y]
Toxes, Other inhan Payroll s
Irncome "axes)
Charged to Opereting Expenses:
Real andd Persorsl Property Tanes $3%, 204 836,470 L TR
Ohio State Excise Taxes $32, %8 29,007 829, 8%
Other 82,328 §1,902 L P
Totel Charged to Operating
Expenses $73.677 L TR 2 7. 2\0
Total Charged Lo Konoperating |t we
(Loss) L 15 33 $103
Totsl 73,768 7 470 $75,01)
SR ERETED Y EETIEVRESERS FrESEREREER RS









i o e

10¢(9)

10¢(10)

10¢(11)

10¢(12)

10e(13)

10e(14)

10¢(15)

10d(1)(a)

10d(1)(b)

Document

Trust Indenture and Mortgage, deted as of October 1, 1973,
betveen Quarto and National City Bank, &s Bond Trustee,
togetner wvith Guaranty, dated as of October 1, 1973, vith
respect thereto by the CAPCO Group members (Exhibit 5(bb),
File No. 2-59794, filed by Toled: Edison).

Amencuent No. 1, dated as of August 1, 1974, to Trust In.
denture and Mortgage, dated as of October 1, 1973, betveen
Quarto and National City Bank, as Bond Trustee, together
with Amendment No. 1, dated August 1, 1974, to Guaranty,
dated as of October 1, 1973, vith respect thereto by the
CAPCO Group members (Exhibit S5(L)(2), File No. 2-53059,
filed by Ohio Edison).

Amendment No. 2, dated as of September 15, 1978, to Trust
Indenture and Mortgage, dated ar of October 1, 1973, as
amended, betwveen Quarto and Natfonal City Bank, as Bond
Trustee, ‘together with Amendment No. 2, dated as of
September 15, 1978, to Guaranty, dated s of October 1,
1973, with respect thereto by the CAPCO Group members
(Exhibits 5(e)(11) and 5(e)(12), File No. 2-68906, filed
by Pennsylvania Pover).

Amendment No. 3, dated as of October 31, 1980, to Trust
Indenture and Mortgage, dated as of October 1, 1973, as
amended, betveen Quarto and Naiional City Bank, as Bond
Trustee (Exhibit 10-16, File No. 2-68906, filed by Ohio
Edison).

Anendment No. 3, dated ss of October 131, 1980, to
Guaranty, dated as of October 1, 1973, vith respect to the
CAPCO  Group members (Exhibit 10-18, File No, 2-68906,
filed by Ohio Edison).

Open-End Mortgage, dated as of October 1, 1973, betveen
Quarto and the CAPCO Group members and Amendment No. 1
thereto, dated as of September 15, 1978 (Exhibit 10.5,
File No, 2-68906, filed by Ohio Kdison),

Agreement, dated October 20, 1981, among the CAPCO Grou,
members vegarding the use of Quarto coal &t Manstield
Units 1, 2 and 3 (Exhibit 10(ff), 1981 Form 10-K, File No.
1-3583, filed by Toledo Edison).

Agreement, dated July 1, 1987, among the CAPCO Group
menbers reallocating the rights and liabilities of the
members with respect to certain uranium supply contracts
(Exhibit 10(ff), 1982 Form 10-K, File No, 1-3583, filed by
Toledo Edison).

Form of Collateral Trust Indentu)e among 'TC Beaver Valley
Funding Corporation, Cleveland Electric, Toledo Edison and
Irving Trust Company, as Truste: (Exhibit 4(a), File No.
33-18755, filed by Cleveland Electric and Toledo Edison),
Form of Supplemental Indenture to Collateral Trust In-
denture, including form of Secuied Lease Obligation Bond
(Exhibit 4(b), File No. 33-14755, filed by Cleveland
Electric and Toledo Edison).
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Exhibit Number Document

104(2)(a) Form of Collateral Trust Indenture among CTC Manefield
Funding Corporation, C.eveland Electric, Toledo Edison and
IBJ) Schroder Bank & Trust Company, as Trustee (Exhibit
4(a), File No. 33.20128, filed by Cleveland Electric and
Toledo Edison).

10d(2)(b) Form of Supplemental Indenture to Collateral Trust In-
denture, including forms of Secuied Leasp Obligation Bonds
(Exhibit 4(b), File No. 33-20128, filed by Cleveland
Electric and Toledo Edison).

10d(2)(a) Form of Facility Lease dated as of September 15, 1987 be-
tveen The First National Bank of Boston, as Ovner Trustee
under a Trust Agreement dated as of September 15, 1987
vith the limited partnership Owner Participant nhamed
therein, Lessor, and Cleveland Electric and Toledo Edison,
Lessees  (Exhibit 4(c), File No. 33-18755, filed by
Cleveland Electric and Toledo Ediscn).

10d(3)(b) Form of Amendment No. 1 to Facility Lease constituting
Exhibit 10d(3)(a) above (Exhibit 4(e), File No. 33-18755,
filed by Cleveland Electric and Toledo Edison).

10d(4)(a) Form of Facility Lease dated as of September 15, 1987 be-
tveen The First National Bank of Boston, as Ovner Trustee
undcr a Trust Agreement dated as of September 15, 1987
vith the corporate Owner Participant named therein,
Lessor, and Cleveland Electric and Toledo Edison, Lessees
(Exhibit 4(d), File No. 33-18755, filed by Cleveland
Electric and Toledo Edison).

10d(4)(b) Form of Amendment No. 1 to Facility Lease constituting
Exhibit 10d(4)(a) above (Exhibit 4(f), File No. 33-18785,
filed by Cleveland Electric and Tolede Edison).

10d(5)(a) Form of Facility Lease dated as of September 30, 1987 be-
tveen Meridian Trust Company, as Ovner Trustee under a
Trust Agreement dated as of September 30, 1987 vwith the
Owner Participant named therein, Lessor, and Zleveland
Electric and Toledo Edison, Lessees (Exhibit 4(c), File
No. 23.20128, filed by Cleveland Electric and Toledo
Edison).

10d(5)(b) Form of Amendment No. 1 to the Facility Lease constituting
Exhibit 10d(5)(a) above (Exhibit 4(f), File No, 33-20128,
filed by Cleveland Electric and Toledo Edison).

10d(6)(a) Form of Participation Agreement dated as of September 15,
1987 among the limited partnership Owner Participant named
therein, the Original Loan Participants listed in Schedule
1 thereto, a¢ Original Loan Participants, CTC Beaver
Valley Funding Corporation, as Funding Corporation, The
First National Bank of Boston, as Owner Trustee, Irving
Trust  Company, as Indenture Trustee, and Cleveland
Electric and Toledo Edison, as Lessees (Exhibit 28(a),
File No. 33-18755, tiled by Cleveland Electric and Toledo
Edison),

10d(6)(b) Form of Amendment No. 1 to Participation Agreement consti-
tuting Exhibit 10d(6)(a) above (Exhibit 2B(c), File No,
33-18755, filed by Cleveland Electric and Toledo Edison),



Exhibit Number

10d(7)(a)

10d(7)(b)

10d(8)(a)

10d(8)(b)

10d(9)

10d(10)

10d(11)

10d(12)

Document

Form of Participation Agreement dated as of September 15,
1987 among the corporate Ovner Participant named therein,
the Original Loan Participante listed in Schedule 1
thereto, as Original Loan Participants, CTC Beaver Valley
Fuading Corporation, as Funding Corporation, The First
National Bank of Boston, as Owner Trustee, Irving Trust
Company, as Indenture Trustee, and Cleveland Electric and
Toiedo Edison, as Lessees (Exhibit 28(b), File No.
33.18755, filed by Cleveland Electric and Toledo Edison).
Form of Amendment No. 1 to Participation Agreement consti-
tuting Exhibit 10d(7)(a) above (Exhibit 28(d), File No.
33-18755, filed by Cleveland Electric and Toledo Edison).
Form of Participation Agreement dated as of September 30,
1987 among the Ovner Participant named therein, the Origi-
nal Loan Participants listed in Schedule 11 thereto, as
Original Loan Participants, CTC Mansfield Funding Corpora-
tion, Meridian Trust Company, as Owner Trustee, IBJ)
Schroder Bank & Trust Company, as Indenture Trustee, and
Cleveland Electric and Toledo Edison, as Lessees (Exhibit
28(a), File No. 33-20128, filed by Cleveland Electric and
Toledo Edison).

Form of Amendment No. 1 to the Participation Agreement
constituting Exhibit 10d(8)(a) above (Exhibit 2B(b), File
No. 33-20128, filed by Cleveland Electric and Toledo
Edison),

Form of Ground Lease dated as of September 15, 1987 be-
tveen Toledo Edison, Ground Lessor, and The First National
Bank of Boston, as Ovner Trustee under a Trust Agreement
dated as of September 15, 1987 with the Owner Participant
named therein, Tenant (Exhibit 78(e), File No. 33-18755,
filed by Cleveland Electric and Toledo Edison).

Form of Site Lease dated as of September 30, 1987 betveen
Toledo Edison, Lessor, and Meiidian Trust Company, as
Ovner Trustee under a Trust Agreement dated as of
September 30, 1687 with the Owner FParticipant named
therein, Tenant (Exhibit 28(c), File No. 33-20128, filed
by Cleveland Electric and Toledo Edison).

Form of Site Lease dated as of September 30, 1987 betveen
Cleveland Electric, Lessor, and Meridian Trust Company, as
Owvner Trustee under a Trust Agreement dated as of
September 30, 1987 with the Ovwner Participant named
therein, Tenant (Exhibit 28(d), File No. 33-20128, filed
by Cleveland Electric and Toledo Edison).

Form of Amendment No. 1 to the Site Leases constituting
Exhibits 10d(10) and 10d4(11) above (Exhibit 4(f), File No.
33.20128, filed by Cleveland Electric and Toledo Edison).
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Exhibit Number

104(13)

19d(14)

10¢(15)

10d(16)

10d(17)

10d(18)

18

28(a)

Document

Form of Assignment, Asesumption and Further Agreement dated
as of September 15, 1987 among The First National Bank of
Boston, as Owner Trustee under a Trust Agreement datec as
of September 15, 1987 with the Ovner Participant named
therein, Cleveland Electric, Duquesne, Ohio Edison,
Pennsylvania Pover and Toledo Edison (Exhibit 28(f), File
No. 33-18755, filed by Cleveland Electric and Toledo
Edison).

Form of Additional Support Agreement dated as of
September 15, 1987 betwveen The First National Bank of
Boston, as Ovner Trustee under a Trust Agreement dated as
of September 15, 1987 with the Owvner Participant named
therein, and Toledo Edison (Fxhibit 28(g), File No.
33-18755, filed by Cleveland Electric and Toledo Edison).
Form of Support Agreement dated as of September 30, 1987
betveen Meridian Trust Company, as Owvner Trustee under a
Trust Agreement dated as of September 30, 1987 with the
Ovner Participant named there, Toledo Edison, Cleveland
Electric, Duquesne, Ohio Edison and Pennsylvania Pover
(Exhibit 28(e), File No. 33-20128, filed by Cleveland
Electric and Toledo Edison).

Form of Indenture, Bill of Sale, Instrument of Transfer
and Severance Agreement dated as of September 30, 1987
betveen Toledo Edison, Seller, and The First National Bank
of Beston, as Owner Trustee under a Trust Agreement dated
as of September 15, 1987 with the Ovner Participant named
therein, Buyer (Exhibit 28(h), File No. 33-18755, filed by
Cleveland Electric and Toledo Edison).

Form of Bill of Sale, Instrument of Transfer and Severance
Agreement dated as of September 30, 1987 betveen Toledo
Edison, Seller, and Meridian Trust Company, as Owner
Trustee under a Trust Agreement dated as of September 30,
1987 with the Owvner Participant named therein, Buyer
(Exhibit 28(f), File No. 33-20128, filed by Cleveland
Electric and Toledo Edison).

Form of Bill of Sale, Instrument of Transfer and Severance
Agreement dated as of September 30, 1987 between Cleveland
Electric, Seller, and Meridian Trust Company, as Owner
Trustee under a Trust Agreement dated as of September 30,
1987 with the Owner Partigipant namesd therein, Buyer
(Exhibit 28(g), File No. 33-20128, filed by Cleveland
Electric and Toledo Edison).

Letter regarding change in accounting principles (Exhibit
18, Jun¢ 30, 1988 Form 10-Q, File Nos. 1-9130, 1-2323 and
1-3583).

Form 11.K Annual Report of the Centerior Energy Corpo-
ration Employee Savings Plan ior the fiscal year ended
December 31, 1990 (to be filed by amendment).
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Exhibit Number
Ja

3b

10a

10e(1)

10e(2)

24a
24b
25

Exhibit Number

3a

ab

CENTERIOR ENERGY EXHIBITS

Document

Amended Articles of Incorporation of Centerior Energy ef-
fective April 29, 1986 (Exhibit 4(a), File No. 33-4790).

Regulations of Centerior Energy effective April 28, 1987
(Exhibit 3b, 1987 Form 10-K, File No. 1-9130).

*Indemnity Agreements between Centerior and certain of its
current directors and officers.

Consulting Agreement, dated February 1, 1989. with
R. M. Ginn pursuant to vhich he is to provide consulting
services to Centerior for the peiiod March 1, 1989 through
February 28, 1990 (Exhibit 10e(1), 1988 Form 10-K, File
NO- 1’9130)-

Employment and Consulting Agreement, dated Novembher 30,
1989, with P. M. Smart regarding his employment with
Toledo Edison through August 31, 1990 and his providing
consulting services to Centerior and Toledo Edison for the
period September 1, 1990 through January 31, 1994 (Exhibit
10e(2), 1989 Form 10-K, File No. 1-9130).

List of subsidiaries (Exhibit 22, 1986 Form 10-K, File No.
1-9130),

*Consent of Independent Accountants.

*Consent of Counsel for Centerior Energy.

*Povers of Attorney and certified resolution of Centerior
Energy's Board of Directors authorizing the signing on

behalf of Centerior pursuant to a powver of attorney.

CLEVELAND ELECTRIC EXHIBITS

Document
Amended Articles of Incorporation of Cleveland Electric,
effective October 30, 1987 (Exhibit 3, September 30, 1987
Form 10-Q, File No. 1-2323).

*Regulations of Cleveland Electric, dated April 29, 1981,
as amended effective October !, 1988 and April 24, 1990.
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Exhibit Number

4b(1)

4b(2)
4b(3)
4b(4)
4b(5)
4b(6)
4b(7)
4b(8)
4b(9)
4b(10)
4b(11)
4b(12)
4b(13)
4h(la)
4b(15)
4b(16)
4b(17)
4b(18)

4b(19)
4b(20)
4b(21)
4b(22)
4b(23)
4b(24)
4b(25)
4b(26)
4b(27)
4b(28)
4b(29)
4b(30)
4b(31)

4b(32)

Document

Mortgage and Deed of Trust between Cleveland Electric and
Guaranty Trust Company of Nev York (now Morgan Guaranty
Trust Company of Nev York), as Tiustee. dated July 1, 1940
(Exhibit 7(a), File No. 2-4450).

Supplemental Indentures betveen (leveland Electric and the
Trustee, supplemental to Exhibit 4b(1), dated as follovs:

July 1, 91940 (Exhibit 7(b), File No. 2-4450).

August 18, 1944 (Exhibit 4(c), File No. 2-9887),

December 1, 1947 (Exhibit 7(d), File No. 2-7306).
September 1, 1950 (Exhibit 7(c), File No. 2-8587).

June 1, 1951 (Exhibit 7(f), File No. 2-8994).

May 1, 1954 (Exhibit 4(d), File No. 2-10810).

March 1, 1958 (Exhibit 2(a)(4), File No. 2-13839).

April 1, 1959 (Exhibit 2(a)(4), File No, 2-14753).
December 20, 1967 (Exhibit 2(a)(4), File No. 2-30759).
January 15, 1969 (Exkibit 2(a)(5), File No. 2-30759),
November 1, 1969 (Exhibit 2(a)(4), File No. 2-35008).

June 1, 1970 (Exhibit 2(a)(4), File No. 2-3723%).

November 15, 1970 (Exhibit 2(a)(4), File No. 2-38460).

Aay 1, 1974 (Exhioit 2(a)(4), File No. 2-50537).

April 15, 1975 {(Exhibit 2(a)(4), File No. 2-52995),

April 16, 1975 (Exhibit 2(a)(4), File No. 2-53309).

May 28, 1975 (Exhibit 2(c), June S, 1975 Form 8-A, File
No., 1-2323).

February 1, 1976 (Exhibit 3(d)(6), 1975 Form 10-K, File
No. 1-2323).

November 23, 1976 (Exhibit 2(a)(4), File No, 2-57375).
July 26, 1977 (Exhivit 2(a)(4), File No. 2-59401).
September 27, 1977 (Exhibit 2(a)(5), File No. 2-67221).
May 1, 1978 (Exhibit 2(b), June 30, 1978 Form 10-Q, File
No. 1-2323).

September 1, 1979 (Exhibit 2(a), September 30, 1979 Form
10-Q, File No. 1-2323),

April 1, 1980 (Exhibit 4(a)(2), September 30, 1980 Form
10-Q, File No. 1-2323),

April 15, 1980 (Exhibit 4(b), September 30, 1980 Form
10-Q, File No. 1-2323).

May 28, 1980 (Exhibit 2(a)(4), Amendment No. 1, File No.
2-67221).

June 9, 1980 (Exhibit 4(d), September 30, 1980 Form 10-0,
File No. 1-2323),

December 1, 1980 (Exhibit 4(b)(79), 1980 Form 10-K, File
No. 1-2323).

July 28, 1981 (Exhibit 4(a), September 30, 1981, Fi vm
10-Q, File No. 1-2323).

August 1, 1981 (Exhibit 4&(b), September 30, 1981, Firm
10-Q, File No. 1-2323),

March 1, 1982 (Exhibit 4(b)(3), Amendment No. 1, File No.
2-76029).
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Exhibit Number

4b(33)
4b(34)
4b(35)
4b(36)
4b(37)
4b(38)
4b(39)
4b(4n)
4b(4l)
4b(42)
4b(43)
db(4é)
4b(abd)
4b(46)
4b(47)
4b(48)
4b(49)
4b(50)
4b(51)
4b(52)
4b(53)
4b(54)
4b(35)
ah(56)
4by57)
4b(52)
4b(59)

Document

July 15, 1982 (Exhitit 4(a), Sep ember 30, 1992 Porm 10.0,
File No. 1-2323).

September 1, 1982 (Exhibit 4(a)(1), September 30, 1982
Form 10-Q, File No. 1-2323).

November 1, 1982 (Exhibit 4(a)(2), Septembe: 30, 1982 Form
10-Q, File No. 1-2323).

November 15, 1982 (Exhibit 4(b)(36), 1982 Form 10-K, File
No. 1-2323). ¢

May 24, 1983 (Exhibit 4(a), June 30, 1983 Form 10-Q, File
No. 1-2323).

May 1, 1984 (Exhibit 4, June 30, 1984 Form 10-Q, File No.
1.2323).

May 23, 1984 (Exhibit &, May 22, 1984 FPorm * ¥, File No.
1-2323).

June 27, 1984 (Exhibit 4, June 1), 1984 Fore: 8-K, File No.
1-2323).

September 4, 1984 (Exhibit 4b(41), 19¢4 Foem 10-K, Pile
No. 1-2323).

November 14, 1984 (Exhibit 4b(42), 1984 ) m 10<K, File
No. 1.2323).

November 15, 1984 (Exhibit 4b(43), 1984 Form 10-K, File
No. 1-2323).

April 15, 1985 (Exhibit 4(a), May 8, 1985 Form B-K, File
No. 1-2323).

kay 28, 1985 (Exhibit 4(b;, May 6, 1985 Form 8-K, File No.
1-2323).

August 1, 1985 (Exkibit 4, September 30, 185 Form 10-Q,
File No. 1-2323).

September 1, 1985 (Exhibit 4, September 30, 1985 Form 8-K,
File No. 1-2323).

November 1, 1985 (Exhibit 4, January 31, 1986 Form 8-K,
File No, 1-2323).

April 15, 1986 (Exhibit 4, March 31, 1986 Form 10-Q, File
o, 1-2323).

May 14, 1986 (Exhibit 4(ay, June 30, 1986 Form 10-Q, File
No. 1-2323).

May 15, 1986 (Exhibit 4(b), June 30, 1986 Form 10-Q, File
No. 1-2323).

February 25, 1987 (Exhitit 4b(52), 1986 Form 10-K, File
NO- 1‘2323).

October 15, 1987 (Exhicat 4, September 30, 1987 Form 10-0,
File No. 1-2323).

February 24, 1988 (Exhibit 4b(.4), 1987 Form 10-K, File
NO. 1'2323).

September 15, 1988 (Exhibit 4b(L5), 1988 Form 10-K, File
No. 1-2323).

May 15, 1989 (Exhioit 4(a)(2)(i), File No. 33-32724).

June 13, 1989 (Exhibit 4(a)(2)(ii), File No. 33-32724).
October 13, 1989 (Exhibit 4(a)(2){1i1), File No.
33-32724).

January 1, 1990 (Exhibit 4b(39), 1989 Form 10-K, File WNo.
1-2323).
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Exhibit Number

4b(60)
4b(61)

10a

10a(1)
10a(2)

22

25

Exhibit Number
la

lacl)

3b

4b(1)

Document

June 1, 1990 (Exhibit 4(a), Sepiember 30, 1990 Form 10.9,
File No. 1-2323).

August 1, 1990 (Exhibit &(b),
10-Q, File No., 1-2321),

September 30, 1990 Form

Indemnity Agreements betveen Cleveland Electric and cer-
tain of its current directors (Exhibit 10a, 1988 Form

10K, File No, 1-2323).

Key Employee Incentive Stock Plan (Exhibit 4(d), File No.
2-17309).

1978 Key Employee Stock Option Plan (Exhibit 1, File No.
2-61712).

List of subsidiaries (Exhibit 22, 1986 Form 10-K, File No.
1-2323).

*Consent of Independeni Accountants.

*Consent of Counsel for Cleveland Electric.

*Povers of Attorney and certified resolution of Cleveland

Electric’s Board of Directors authorizing the signing on
behalf of Cleveland Electric pursuant to a pover of
attorney.

TOLEDO EDISON EXHIBITS

Document

Amended Articles of Incorporation of Toledo Edison effec-
tive September 25, 1986 (Exhibit 3a, 1986 Form 10-K, File
No, 1-3583).

Certificate of Amendment effective July 31, 1987 to
Amended Articles of Incorporation of Toledo £dison
(Exhibit 3a(1), 1988 Form 10-K, File No. 1-3583),

*Code of Regulations of Toledo Edison dated January 28,

1987, as amended effective July 1 and October 1, 1988 and
April 24, 1990,

Indenture, dated as of April 1, 1947, betveen the Company
and The Chase National Bank of the City of Nev York (nov
The Chase Manhattan Bank (National Association)) (Exhibit
2(b), File No. 2-26%908).

Supplemental Indentures betvee: Toledo Edison and the
Trustee, Supplemental to Exhibit 4b(1), dated as follovs:
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Exhibit Number

abh(2)
4b(3)
4b(4)
4b(5)
4b(6)
ab(?)
4b(8B)
4b(9)
4b{10)
4b(11)
4b(12)
4b(13)
4b(14)
4b(15)
4b(16)
4b(17)
4b(16)
4h(19)
4b(20)
4b(21)
4b(22)
4b(23)

4b(24)

4b(25)
4b(26)

4b(27)
4b(28)
4b(29)
4b(30)
4b(31)
4b(32)
4b(33)
4b(3)
4b(35)

4b(36)

10a

Document

September 1, 1948 (Exhibit 2(d), File No. 2.-26908),

April 1, 1949 (Exhibit 2(e), File No. 2-26908),

December 1, 1950 (Exhibit 2(f), File No. 2-26908).

March 1, 1954 (Exhibit 2(g), File No. 2-26908),

February 1, 1956 (Exhibit 2(h), File No. 2-26%908).

May 1, 1958 (Exhibit 5(g), File No. 2-59794).

August 1, 1967 (Exhibit 2(c), File No. 2-26908),

November 1, 1970 (Exhibit 2(c), File No. 2-38569),

August 1, 1972 (Exhibit 2(c), File No. 2-44873),

November 1, 1973 (Exhibit 2(c), File No. 2-49428),

July 1, 1974 {Exhibit 2(¢), File No. 2-51429),

October 1, 1975 (Exhibit 2(c), File No. 2-54627).

June 1, 1976 (Exhibit 2(c¢), FPile No. 2-56396),

October 1, 1978 (Exhibit 2(e¢), File No. 2-62568),
September 1, 1979 (Bxhibit 2(c), File Nc. 2-65350),
September 1, 1980 (Exhibit 4(s), File No. 2-69190),
October 1, 1980 (Exhibit 4(c), File No., 2-69190).

April 1, 1981 (Exhibit 4(c), File No. 2-71580).

November 1, 1981 (Exhibit 4(c¢), File No. 2-74485).

June 1, 1982 (Exhibit 4(c¢), File No. 2-77761).

September 1, 1982 (Exhibit 4(x), File No. 2-87323).

April 1, 1983 (Exhibit 4&(e¢), March 31, 1982 Form 10.Q,
File No. 1-3583).

Doc;nbor 1, 1983 (Exhibit 4(x), 1983 Form 10-K, File No.
1’3 83)0

April 1, 1984 (Exhibit 4(c), File No. 2-90059),.

October 15, 1984 (Exhibit 4(z), 1984 Form 10-K, File No.
1-3583).

October 15, 1984 (Exhibit 4(aa), 1984 Form 10-¥, File No.
1-3583).

August 1, 1985 (Exhibit 4(dd), File No, 33-1689).

August 1, 1985 (Exhibit 4{ee), File No. 33-1689).

December 1, 1985 (Exhibit 4(c), File No. 132.1689).

March 1, 1986 (Exhibit 4b(31), 1986 Form 10-K, File No.
1-3583).

October 15, 1987 (Exhibit &, September 30, 1987 Form 10.Q,
File No. 1-3583),

September 15, 1988 (Exhibit 4b(33), 1988 Form 10-K, File
No. 1-3581).

June 15, 1989 (Exhibit 4b(34), 1989 Form 10-K, File No.
1-35813).

October 15, 1989 (Exhibit 4b(35), 1989 Form 10-K, File No.
1-3583).

May 15, 1990 (Exhibit 4, June 30, 1990 Form 10-Q, File No,
1-3583).

Indemnity Agreements betveen Toledo Edison and certain of
its current directnrs (Exhibit 10a, 1988 Form 10-K, File
NOQ 1’3583).
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