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This combined Form 10-K is separately filed by Centerior Energy Corporation,
The Cleveland Electric Illuminating Company and The Toledo Edison Company .
Information contained herein relating to any individuai registrant is 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 voth of
- Centerior Energy.

the Operating Companies is also attributed to

GLOSSARY OF TERMS

The following terms and abbreviations used in the text of this report are

defined as indicated:
Term

AFUDC

AMP -Chio

Beaver Valley Unit 2

CAPCO Group
Centerior Energy or Centerior

Centerior System

Clean Air Act

Clean Air Act Amendments

Clean Vater Act

Cleveland Electric

Cansol

Consumers Fover

Definition

Allovance for Funds Used During Construction.
American Municipal Pover-Ohio, Inec., an Ohio
not-for-»rofit corporation, the members of
vhich are certain Ohio municipal electric
systems,

Unit 2 of the Beaver Valley Power Station, in
vhich the Operating Companies have ownership
and leasehold interests.

Central Area Fower Coordination Group.
Centerior Energy Corporation,

Centerior Energy, the Operating Companies and
the Service Company.

Federal Clean Air Act of 1970 as amended.

November 1990 Amendments to the Clean Air
Act.

Federal WVater Pollution Control Act as
amended.

The Cleveland Electric 1lluminating Company,
an electric utility subsidiary of Centerior
Enevgy and a member of the CAPCO Group.

Congolidation Coal Company.

Consumers Power Company, an electric utility
subsidiary of CMS Energy Corporation.
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CWilp
Davis-Besse
Detroit Zdison

District of Columbia
Circuit Appeals Court

DOE
Duguesne
ECAR

FERC
FICA
General Electric

GPU
Holding Company Act
Ludington Plant

Mansfield Flant

Note or Notes

NPDES

I e T
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Definition

Cleveland Public Fove;, a minicipal electric
system operated by the City of Cleveland,

Constructien Vork in Progress,
Davis-Besse Nuclear Power Station.
Detroit Edison Company, an electric utility.

United States Court of Appeals for the Dis-
trict of Columbia Circuit.

United States Department of Energy.

Duguesne Light Company, an electric utility
subsidiary of DQE, Inc. and a member of the
CAPCO Group.

East Central Area Reliability Coordination
Group.

Federal Energy Regulatory Commission.
Federal Insurance Contributions jfet.
General Electric Company.

General Public Utilities Corpuration, an
electric utility holding company.

Public Utility Holding Company Act of 1935.

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

Bruce Mansfield Generating Plant, a coal-
fired power plant, in which the Operating
Companies have leasehold interests as joint
and several lossees.

Note or Notes to the Financial Statements in
the Centerior Enetgy, Cleveland Electric and
Toledo Edison Annual Reports for 1991 (Note
or Notes, wvhere used, refers to all three
companies unless othervise specified).

National Pollutant Discharge Elimination
System,

- ¥ -
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Term

Seneca Plant

Service Company
Sixth Circuit
Appeals Court

Super fund

Toledo Edison

U.S. EPA

Vestinghouse

Detinition

Seneca Pover Plant, n.pumpsdnntornge. hydre-
electric generating station jeintly owned by
Cleveland Electric and Penelec.

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

United States Court of Appeals for the Sixth
Circuit,

Comprehensive Environmental Response, Com-
pensation and Liability Act of 1980 and the
Superfund Amendments 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 Environmental Protection
Agency.

Vestinghouse Electric Corporation.

- viii -
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Item 1. Business

THE CENTERIOR SYSTEM

Centerior Energy is a public utility holding company and the parent company of
the Operating Companies and the Service Company. Centerior vas incorporated
under the lavs of the State of Ohio in 1985 for the purpose of enabling
Cleveland Electric and Toledo Edison to affiliate by becoming vholly owned
subsidiaries of Centerior. The affiliation of the Operating Companies became
effective in April 1986, Nearly all of the consolidated operating revenues of
the Certerior System are derived from the sale of electric energy by Cleveland
Electric and Toledo Edison.

The Operating Companies’ combined service areas encompass approximately 4,200
square miles in northeastern and northvestern Ohio with an estimated popula-
tion of about 2,600,000, At December 31, 1991, the Centerior System had 8,592
employees. Centerior Energy has no employees.

Cleveland Electric, which was incorporated under the laws of the State of Ohie
in 1892, is a public utility engaged in the gener.tion, purchase, transmis-
sion, distribution and sale of electric energy in an area of approximately
1,700 square miles in northeastern Ohio, including the City of Cleveland,
Cleveland Electric aiso provides electric energy at wholesale to other elec-
tric utility companies and te two municipal electric systems in its service
area, Cleveland Electric serves approximately 746,000 customers and derives
approximately 74X of its total electric revenue from customers outside the
City of Cleveland. Principal industries served by Cleveland Electric include
those producing steel and other primary met: automotive and other trans-
portation equipment; chemicals; electrical and nonelectrical machinery;
fabricated metal products; and rubber and plastic products. Nearly all of
Cleveland Electric’s operating revenues are derived from the sale of electric
energy. At December 31, 1991, Cleveland Electric had 4,531 employees of which
about 54X were represented by one union having a collective bargaining
agreement with Cleveland Electric.

Toledo Edison, which was ircorporated under the lave of the State of Ohio in
1901, is a public utility engaged in the generation, purchase, transmission,
distribution and sale of electric energy in an area of approximately 2,500
square miles in northvestern Ghio, including the City of Toledo. Tol-do
Edison also provides electric energy at vholesale to other electric utility
companies and t3 13 municipally owned distribution systems (through AMP-Ohio)
and one rural electric cooperative distribution system in its service area.
Toledo Edison serves approximately 285,000 customers and derives approximately
60X of its total electric revenue from customers outside the City of Toledo.
Among the principal industries served by Toledo Edison are metal casting,
forming and fabricating; petroleum refining; automotive equipment and
assembly; food processing; and glass. Nearly all of Toledo Edison's operating
revenues are derived from the sale of electric energy. At De-ember 31, 1991,
Toledo Edison had 2,562 employees of which asbout 55% were represented by three
unions having collective bargaining agreements with Toledo I'disor
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The Service Company, which was incorporated in 1986 under the lawvs of the
State of Ohio, is also a vholly owvned subsidiary of Centerior Energy. 1t pro-
vides management, financial, administrative, engineering, legal, governmental
and public velations and other services to Centerior Energy and the Operating
Companies. At December 31, 1991, the Service Company had 1,499 employees of
vhich about 1% were represented by a union,

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 Pover. This
pool affords greater reliability and )over cost of providing electric service
through coordinated generating unit operations and maintenance and generating
reserve back-up among the fi * companies. In addition, the CAPCO Group has
completed programs to construct larger, more efficient electric generating
units and to strangthen interconnections within the poel.

The CAPCO Group companies have placed in service nine major generating units,
of which the Operating Companies have ovnership or leasehold interests in
seven (three nuclear and four coal-fired). Construction of another nuclear
generating unit (Perry Unit 2) has been suspended (see Note 3(c)). Each CAPCO
Group company owns, as a tenant-in-common, or leases a portion of certain of
these generating units. Each company has the 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 ownership and leasehold portions of
the uniis and the required fuel, except that the obligations of Pennsylvania
Pover are the joint and several obligations of that company and Ohio Edison
and except that the leaseheld obligations of Cleveland Elecirit and Toledo
Edison are joint and several. (See "Operations--Fuel Supply".) 1In all cases
but one, the company in whose service area a generating unit is located is
responsible for the operation of that unit for all the owners, except for the
procurement of nuclear fuel for a nuclear generating unit. Each company owns
the necessary interconnect.ng transmission facilities within its service area,
and the other CAPCO Group companies contribute toward fixed charges and
operating costs of those transmission facilities.

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

CONSTRUCTIOK AND FINANCING PROGRAMS

Construction Program

The Centerior System carries on a continuous program of constructing
transmission, distributior and general facilities and modifying existing
generating facilities to meet anticipated demand for electric service, 1to
comply with governmental rvegulations and to protect the envirenment. The
Centerior System’s integrated resource plan for the 1990s combines demand-side
n.ragement programs vith maximum utilization of existing generating capacity
to postpone the need for nev generating units until early in the next decade,
Demand-side management programs, such as direct load control, residential

{\
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appliance interlocks, curtailable load, theimal storage and energy management,

are expected tn reduce peak load growth and / ‘crease energy usage in off-peak
periods.  The next increment of generating capacity to be constructed by the
Operating Companies is expected to be relatively small, 100,000-150,000-
kilovatt wunits with short construction lead times. According to the current
long-term integrated resource plan, and assuming construction on Perry Unit 2
is not resumed in the interim (see Note 3(c)), the Centerior System plans to
Put unto service 272,000 kilovatts of such generating capacity aftec 2002,

The folloving tables shov, categorized by major components, the construction
expenditures by Cleveland Electric and Toledo Edison and, by aggregating them,
for the Centerior System during 1989, 1990 and 1991 and the estimated cost of
their construction programs for 1992, 1993 and 1994, in each case including
AFUDC and excluding nuclear fuel:

Actual Estimated
1986 1990 1961 1597 1993 1994
Cleveland Electric (Millions of Dollars)
Beaver Valley Unit 2 ¥ 31 $ 0 5§ 0 S 0 $ 0O §-0
Perry Unit 2» 0 0 0 3 0 0
Transmission, Distribution
and General Facilities 87 82 77 95 117 124
Renovation and Modification of
Generating Units
Perry Unit 1 4 8 3 12 16 11
Beaver Valley Unit 2#¢ 3 (3) 4 4 4 3
Davis-Besse 25 40 16 7 16 13
Non-Nuclear Units 24 37 48 67 89 R?
Clean Air Act Amendments
Compliance i SOHCRE FEE SRR LN t SR
Tote? §144 $164 $150 $200 $239 5222
Actual Estimatsd
1989 1990 1991 = 1997 1993 1994
Toledo Edison - (Millions of Dollars) '
Beaver Valley Unit 2 $ 1 £ 0 $ 0 § 0 § 0 § O
Perry Unit 2% 2 0 0 0 0 Q

Transmission, Distribution

and General Facilities 27 29 30 31 65 37
Renovation and Modification of

Generating Units :

Perry Unit 1 p 5 2 8 9 7
Beaver Valley Unit 2#+ 2 (2) 4 4 4 3
Davis-Besse 29 39 11 5 15 12
Non-Nuclear Units 10 16 7 11 18 30

Clean Air Act Amendments
Compliance 0 0 _0 0 1 0
Total 8§23 S 87 S 24 5.29 $112 S_B9

Nota: The footnotes to the tables are on the folleving page.
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Actual Estimated

19493 1994
Centerior System (Millions of Dollars)
Beaver Valley Unit 2 $ 2 $ 0 $ 0 $§ 0 § 0 $ 0
Perry Unit 2% 2 0 0 3 0 0
Trancaission, Distribution
and General Facilities 114 111 107 129 182 161

Renovation and Modification of
Generating Units
Perry Unit 1
Beaver Valley Unit 2%+
Davis-Besse
Non-Nuclear Units
Clean Air Act Amendments

6 13 7

3 8

54 27

34 33

Compliance 0 0 0 9 18 34
il g

(3)
79
53

20 25 18
8 8 6
12 3l 25
78 107 117

—— —— e em—

$251 $259  Say  sael

*Construction of Perry Unit 2 has been suspended. The 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 Perry Unit 1 and Perry Unit 2
for Toledo Fdison. In February 1992, Cleveland Electric purchased
Duquesne’s ownership share of Perry Unit 2 for 53,324,000 (see Note 3(c)).

Total S

**The amount shown for Beaver Valley Unit 2 in 1990 is the result of prier-
period adjustments for AFUDC.

Each company in the CAPCO Group 1is responsible for financing the portion of
the capital costs of nuclear fuel equivalent to its ownership and leased
interest in the unit in vhich the fuel will e utilized. See “Operations--
Fuel Supply--Nuclear" for information 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 1989, 1990 and 1991 and their estimated nuclear
fuel capital costs for 1992, 1993 and 1994 are as follows:

Actual Estimated

FELE) 1990 1951 1997 1993 1094
(Millions ol Dollars)

a8 § 32 S 34 $ 42 $ 23
24 $ 27 § 22 S 34 § 21
62 $ 39 § 56 $ 76 § 44

Cleveland Electric
Toledo Edison
Centerior System

awn L wn
w s
(O w= O
S R

Financing Progrem

Reference is made to Centrrior Energy's, Cleveland Electric’s and Toledo
Edison’'s Mapnagement’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 1991. deit and preferred stock redemption requirements during the
1992-1994 periou; expected external financing needs during such period;
restrictions on the issuance of additional debt securities and preferred and
preference stock; short-term and long-term {inancing capability; and
securities ratings for the Operating Companies.

B e L B L B L Ll e L PR " T -
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In the second quarter of 1992, Cleveland Electiric plans to register vith the
SEC §125,000,000 of notes secured by first mortgage bonds, vhich notes are
expected to be issved periodically over a 12-month period.

In March 1992, Toledo Edison sold $15,500,000 of notes secured by first
mortgage bonds. Toledo Edison’'s financing plans for the remainder of 1992
include the redemption in April 1992 of 24,820 shares of its 11% Cumulative
Preferred Stozk at a redemption price of $101 per share and the registration
vith the SEC of an additional $75,000,000 of notes secured by first mortgage
bonds, which notes are expected to be issued periodically over a 12-month
period.

Centerior expects to raise about $40,000,000-550,000,000 in 1992 from the sale
of authorized but unissuved common stock under certain of its employee and
share owner stock purchase plans.

GENERAL REGULATION

Holding Company Regulation

Centerior Energy is currently exempt from regulation under the Holding Company
Act.

Congress 1is considering legislatioa to amend the Holding Company Act vhich,
among other matters, would creats a nev class of vholesale electric generators
that would be largely exempt from vegulation. Consideration is also being
given to legislation which would allow these exempt vholesale generators to
have access to any electric utility's transmission system to provide pover to
other utilities or vholesale customers. If the Holding Company Act is amended
as described above, the Centerior System could f{ace increased competition for
vholesale pover sales from such exempt vholesale generators.

State Utility Commissions

The Operating Companies are subject to the jurisdiction of the PUCO vith re-
spect to rates, service, accounting, issuance of securities and other matters.
Under Ohio law, municipalities may regulate rates, subject to appeal to the
PUCO if not acceptable to the utility. See "Elcctric Rates" for a description
of certain aspects of Ohio rate-making iav. The Operating Companies are also
subject to the jurisdiction of the PaPUC in certain respects relating to their
ownership interests in generating facilities located in Pennsylvania.

The PUCO is composed of five commissioners appointed by the Gevernor of Ohio
from nominees recommended by a Public Utility Commission Nominating Council.
Nominees must have at least three vears' experience in one of several disci-
plines. Not more than three commissioners may belong to the same political
party.

Under Ohio lav, a public utility must file annually with the PUCO a long-term
forecast of customer loads, facilities needed to serve those loads and
prospective sites for those facilities. This forecast must include the
folloving:
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(1) Demand Forecast--the utility’s 20-year forecast of sales and peak demand,
before and after the effects of demand-side management programs,

(2) Integrated Resource Plan (required biennially)--the wutility's projected
mix of resource options to meet the projected demand,

(3) Short-Term Implementation Plan and Status Report (required biennially)--
the utility's discussion of how it plans to implement its integrated
resource plan over the next four years. Estimates of annual expenditures
and security issuances associated vith the integrated resource plan ove:
the four-year period must also be provided.

The PUCO must hold a public hearing on the long-term forecast at least once
every five years to determine the reasonableness ot such forecast. The PUCO
and the OPSE are required to consider the record of such hearings in
proceedings for approving facility sites, changing rates, approving security
issues and initiating enecrgy conservation programs. ( snterior expects the
PUCO teo hold a public hearing on the Operating Companies’' 1992 long-term
forecast.

The PUCO has jurisdiction over certain transactions by companies in an elec-
tric wtility holding company system if it includes at least one Ohic electric
utility and is exempt from regulation under Section 3(a)(l) or (2) of the
Holding Company Act. An Ohin electric wtility in such a “alding company
system, such as Centerior, must obtain PUCO approval to inves. in, lend funds
to, guarantee the obligations of or othervise finance or trs sfer assets to
any nonutility company in that helding company system, unless the transaction
is in the ordinary course of business operations in which one company acts for
or vith respect to another company. Also, the holding company in such a hold-
ing company system must obtain PUCO approval to make any investment in any
nonutility subsidiaries, affiliates or associates of the holding company if
such investment would cause all such capital investments to exceed 15% of the
consolidated capitalization of the holding company unless such funds vere
provided by nonutility subsidiaries, affiliates r associates.

The PUCO has a reserve capacity policy for electric utilities in Ohio stating
that (i) 20X of service area peak load excluding interruptible load is an
appropriate generic benchmark for an electric utility’'s reserve margin; (ii) a
reserve margin exceeding 20X gives rise to a presumption of excess capacity,
but may be appropriate if it confers a positive net present benefit to
customers or is justified by wunique system characteristics: and (iii)
appropriate remedies for excess capacity (possibly including disallovance of
ctosts in rates) will be determined by the PUCO on a case-by-case basis.

Ohio icwer Siting Board

The OPSE has state-wide jurisdiction, except to the ex.°nt pre-empted by
Federal lav, over the location, need for and certain environmental aspects of
electric generating units with a capacity of 50,000 kilovatts or more !
tranzmission lines with a rating of at least 125 kV.
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Federal Fnergy Regulatory Commission

The Operating Companies are each sthject to the jurisdiction of the FFRC with
respect to the transmission and sale of pover at vhelesale 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 operaticn of the Seneca Plant,

Nuclear Regulatory Commission

The nuclear generating units in wvhich the Operating Companies have an interest
are subject to reguiation 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 dascription of nuclear in-
surance coverages.

Other Regulation

The Operating Companies are subject to regulation by Federal, state and local
authorities vith regard to the location, construction and operatinn . certain
facilities. The Operating Companies are also subject to regulation by local
authorities with respect to certain zoning and planning matters.

ENVIRONMENTAL REGULATTON

Ceneral

The Operating Companis#s are subject to regulation with respect to air quality,
vater quality and wvaste disposal matters. Federal environmental legislation
affecting the operations and properties of the Operating Companies includes
the Clean Air Act, the Clean Air Act Amendments, the Clean Vater Act,
Superfund, and *the Resource Conservation and Recovery Act. The requirements
of these statute: and related state and local laws are continually changing
due to the promulgation of new or revised laws and regulations and the results
of judicial and agency proceedings. Compliance wvith such lavs and regulations
may trequire the Operating Companies to modify, supplement, abandon or replace
facilitier and may delay or impede construction and operation of facilities,
all at cus's wnich could be substantial. The Operating Companies expect that
the impact of such costs would eventually be reflected in their respective
rate schedules, Cleveland Electric and Toledo Fdison plan to spend, during
the period 1992.1994, $84,000,000 and $4,000,000, respectively, for pollution
control facilities, including Clean Air Act Amepdments compliance costs.

The Operating Companies believe that (ney/zzzsnf:}rently in compliance in all
material respects with all applicable environmental lavs and regulations, or
to the extent that one or both of the Operating Companies may dispute the
applicability or interpretation of a particular environmental lav or regula-
tion, the affected company has filed an appeal or has applied for permits,
revisions in requirements, variances or exteusions of deadlines.

L ]
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Concerns have been raised regarding the possible health effects associated
with electric and magnetic fields. Although scientific research has vielded
inconclusive results, additional studies are being conducted. If electric and
magnetic fields are ultimately found 10 pose a health risk, the Operating
Companies 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 Ohio emission limitations
for particulate matter and sulfur dioxide for each of the Operating Companies’
plants. The Clean Air Act provides for civil penalties ot up to §25,000 per
day for each violation of an emission limitation. The U.S. EPA has approved
the 0*io 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 emission limitations for each of
the Operating Companies' plants.

In November 1990, the Clean Air Act Amendments vere signed into lav imposing
restrictions on nitrogen oxides and making sulfur dioxide limitations
significantly more severe beginning in 1995, See Note 3(b) for a description
of the Operating Companies’ compliance Strategy to meet the new requirements.
The Cleun Air Act Amendments also require studies to be conducted on the
emission of certain potentially hazardous air pellutants wvhich could leasd tu
additional restrlictions.

In 1985, the U.S. EPA issuved revised regulations specifying the extent to
which power plant stack height may be incorpoerated into the establishment of
an emission limitation. Pursuant to the revised regulations, the COperating
Companies submitted to the Ohio EPA information intended to  support
continuation of the stack height credit received under the previous
regulations for stacks at Cleveland Electric’'s évon Lake and Eastlake Plants
and Toledo Edison’'s Bay Shore Station. The Ohio EPA has accepted the
submissions and forvarded them to the U.S. EPA for approval. In January 1988,
the District of Columbia Circuit Appeals Court remanded pertions of the 198%
regulatiuns to the U.S. EPA for further consideration; however, no action has
been taken by the Y.S. EPA.

In 1986, the Sixth Circuit Appeals Court ruled on a challenge filed b~ an
environmental group and several states sast of Ohio seeking to overturn the
Federal sulfur dioxide emission limitations for the Eastlake and Avon Lake
Plauts. The Court ruled that the validity of the air quality model used by
tae U.S. EPA to set the sulfur dioxide emission limitations for those plants
had not been adequately established. The Court permitted the Ghie sulfur
dioxide emission limitations ro remain in effect while the U.5. EPA completed
its veviev of the application of the air quality model. The U.S. EPA, along
vith Centericr; demonstrsted the validity of the model used to establish the
sulfur dioxide emission limitations for those plants. In January 1990, the
U.S. E?K proposed to reinstate the overturned emission limitations; however,
final cutaon has not been taken by tne U.S. EPA.
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See Note 6 and Management’'s Financial Analysis contained under Item 7 of this
Report for a discussion of the rate increases and other matters relating to
the PUCO's January 1989 rate ovders and the rate-reduction package that vas
implemented in Toledo Edison’s service area in 1991,

OPERATIONS

Sales of Electricity

Kilovatt-hour sales by the Operating Companies follov a seasonal pattern
marked by increased customer usage in the suwmer for air conditioning and in
the winter for heating. Historically, Cleveland Electric has experienced its
heaviest demand for electric service during the summer months because of a
significant air conditioning load on its system and a relatively lov amount of
electric heating load in the winter. Toledo Edison, although having a
significant electric heating load, has experienced in recent years its
heaviest demand for electric service during the summer months becauce of heavy
air conditioning usage.

The Centerior System’'s largest customer is a steel manufacturer vhich has twvo
major steel producing facilities served by Cleveland Electric, Sales to this
customer in 1991 accounted for 2.5% and 3.5X of the 1991 total electric
operating revenues of Centerior Energy and Cleveland Electric, respectively.
The loss of this customer (and the resultant loss of another large customer
wvhose primary product is purchased by the two steel producing facilities}
would reduce Centerior Energy’s and Cleveland Electric’s net income by about
$34,000,000 based on 1991 sales levels.

The largest customer served by Toledo Edison is a major automobile manufac-
turer. Sales to this customer in 1991 accounted for 1% and 3% of the 1991
total electric operating revenues of Centerior Energy and Toledo Fdison, re-
spectively. The loss of this customer would reduce Centerior Energy's and
Toledo Edison’'s net income by about $£10,000,000 based on 1991 sales levels.
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Centerior System

Energy Generated (Millions of kWh):
Net Generation
Purchasesg+
Total Energy

Electric Sales (Millions of kWh):

Years Ended December 31
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Residential
Commercial
Industrial
¥holesale*
Other
Total Electric lLales

Customers (End of Period):

Residential
Commerci .1
Industrial & Other
Total Electric Customers

Operating Revenues (In Thousands )

Residential
Commercial
Industrial
Other
Total Retail
Vholagalex
1. .al Operating Revenues

31,495 30,595 32,296
40 413 21
6,981 6,666 6,806
7,176 6,848 6,830
11,559 12,168 12,520
2,711 2,487 3,235
1,048 959 996
921,995 918,965 914,020
96,449 94,522 93,833
12,843 12,906 12:703
§ 772,273 § 719,078 § 685,735
723,318 668,910 €16,902
782,747 779,391 746,534
188,026 189,754 204,769
} L] * : § ’ ’ ‘
88,888 107, 364

SL360,252

SQ

reflect a

70,308

$

*Energy purchases (or purchased pover), wholesale electric sales and vholesale
revenues are restated for 1990 and 1989 to

change in reporting of
bulk power sales transactions in accordance wvith FERC r

equirements.



;-w Cleveiand Electric

Years Ended December 11,

1987 1960 1989
& Energy Generated (Millions of kVh):
a5 Net Generation 20,644 20,841 21,538 |
' Purchases* 2,144 o 964 1,268 |
ki Total Enecgy 5 0. ) S (- S % 11 i
Electric Sales (Millions of k¥h): |
ok Residential 4,940 4,715 4,789
r Commercial 5,493 5,234 5,208
8 Industrial 8,017 8,551 8,780
<! Vholesale* 2,442 1.607 2,132 !
| Other 565 463 501 |
i Tota) Electric Sales BN - N 115 QR § O3 '
i Customers (End of Period): |
3 Residential 667,495 665,000 660, 786
1 Commercial 70,405 68,700 68,030
1 Industrial & Other 8,398 __ 8,351 8,329
Total Electric Customers 7
| Operating Revenues (In Thousands):
Residential § 547,433 § 495,158 S 469,80

Commercial 539,795 494,370 452,911
Industrial 546,698 543,813 519,854
Other 116,826 122,701 117,220

Total Retail TT?EB??S? 1,656,042 1,559,788
Vholesale* 74,986 35;117 74,4309

Total Operating Revenues $I:§2§:Zﬁ§ sLBOL1%9 s

*Energy purchases (or purchased pover), vholesale electr ¢ sales and vholesale
revenues are restated for 1590 and 1989 to reflect a change in repocting of
bulk powver sales transactions in accordance vith FERC requirements
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Toledo Edison

Energy Generated (Millions of kVh):

Net Generation
Purchases*
Total Energy

Electric Sales (Millions of kVh):
Residential
Commercial
Industrial
Vholesale*
Other
Total Electric Sales

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

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

*Energy purchases (or purchased powver), wholesale electric sales and vholesale
revenues are restated for 1990 and 1989 to
bulk power sales tramsactions in accordance w
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Years Ended December J1,

—————

10,851
95

2,041
1,683
3,543
2,587

482

254,500
26,044
4,444

284,988

$229,840
183,323
236,049

90,919
. 740,331

- 14 -

199

9,754
902

1,950
1,614
3,617
2,333

496

253,965
25,822
4,555

5

$223,920
174,540
235,578
79,535
713,573
149,600

——— -

10,758
788

2,017
1,622
3,740
3,138

495

253,234
25,803

4,434
LA

$215,932
163,991
226,680

98,451
706,054
159, 569

$865,623

reflect a change ’n reporting of
ith FERC requirements.



Nuclear Units

~ The Operating Companies' generating facilities include, among others, three

S nuclear units owned 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 Teledo Edison has re- '
sponsibility for operating Davis-Beasse. Cleveland Electric and Toledo Edison _
own, vespectively, 31.11% and 19.91% of Perry Unit 1, 24.47% and 1,652 of
Beaver Valley Unit 2 and 51.38X and 48.62% of Davis-Besse. Cleveland Electric ‘
and Toledo Edison also lease, as joint Jlessees, another 1B.26% of Beaver
Valley Unit 2 as a result of a September 1987 sale and leaseback transaction
Lsee 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 Operating Companies as a ’
resuit of the PUCD's Januvary 1989 rate orders (see Note 6) vwill be based on ]
rolling three-year industry averages of operating availability for pressurized |
vater reactors and for boiling water reactors over the 1988-1998 period. '
Operating availability is the ratio of the number 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. The January 1989 rate orders

allov for the three-year operating availability averages of the Operating

Companies' nuclear units to be compared against the industry averages for the

same three-year period vith a resultant penalty or Lanked benefit. 1f the

industry performance standards are not met, a penalty would be incurred which

would require the Operating Companies to refund incramental replacement pover

costs to customers through the semianrual fuel cest adjustment. However,
if the performance of the Operating Companies’ 't units exceeds the
industry standards, a banked benefit results which be used to offset

disallovances of incremental replacement pover costs she . future performance :
be belov industry standards. |

The  relevant industry standards for the 1989-1991 period are 74.5%
(preliminary) for pressurized vater reactors such as Davis-Besse and Beaver
Valley Unit 2 and 72.1% (preliminary) for boiling vater reactors such as Perry
Unit 1. The 1989-1991 availability average vas 82.8% for Davis-Besse and
Beaver Valley Unit 2 and 70.2% for Perry Unit 1. At December 31, 1991, the
total banked benefit for the Operating Companies is estimated to be between
§6,000,000 and $8,000,000, The actual amount will not be available until the
second quarter of 1992,

See Note 3(c) for a discussion of the starus of Perry Unit 2 and sce Note &
for a discussion of potential problems facing cwners of nuclear generating
units. )
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etitive Conditions

General.  The Operating Companies eomprte in their respective service areas
;Tih, suppliers of natural gas to satisfy custom-rs’' energy needs with regard
to heating and appliance usage. The Operating Companies also are engaged in
competition to a lesser extent with suppliers of oil and liguefied natural gas
for heating purposes and wvith suppliers of cogeneration equipment.  OUne
competitor provides steam for heating purposes and plans to provide chilled
vater for cooling purposes in downtown Cleveland.

The Operating Companies also compete with municipally owned elentric Lystems
within their respective service areas. As discussed belav, tvo of the munici-
palities served by the Operating Companies, the City of Toledo and the City of
Brook Park, are investigating the ecvaomic feasibility of establishing and
operating municipaily owned electric systems. A fev other communities have
recently evsluated municipalization of electric service and decided to con-
tinve service from Cleveland Electric and Tolede Edison. Officials in still
other communities have indicated an  interest in evaluating the
municipalization issue.

The Operating Companies face continuing competition from lccations outside
their service areas vhich are promoted by governmental and private agencies in
atter_ts to influence potential and existing commercial and industrial cus-
tomers to lo-ate in their respective areas.

Cleveland Electric and Toledo Edison also periodically compete with other
producers of electricity for sales to electric wutilities vhich are in the
market for bulk pover purchases. The Operating Companies have inter-
connections with other electric utilities (see "Item 2. Propettiec--General™)
and provide a transmission system for vheeling power 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 ranagement’'s Financial
Anaiysis contained under Item 7 of this Report.

Cleveland Electric. Located vithin Cleveland Electric’'s service area are two
municipally owvned electric systems. Cleveland Electric supplies a small
portion of these systems’ pover needs at vholesale rates.

One of those systems, CPP, is operated by the City of Cleveland in competition
vith Cleveland Electric. CPP is primarily an electric distribution system
vhich supplies electric pover in approximately 35% of the City’s area and to
approximately 23% (about 53,000) of the electric consumers in the City--equal
to about 7% of all customers served by Cleveland Electric., CPP's kilovatt-
hour sales and revenues are equal to about 3% of Cleveland Electric's
kilovatt-hour sales and revenues, Much of the area served by CPP overlaps
that of Cleveiand Electric. Cleveland Electric is obligated to make available
up to 100,000 kilovatts of CPP'~ ¢ 1Y requirements over two 138 kV inter-
connections. Hovever, in recent CPP has not made significant pover
purchases from Cleveland Electric. 1991, Cleveland Electric provided less
than 1% of CPP's energy requirements, The balance of CPP's pover is purchased
from other sources and transmitted or "vheeled" over Cleveland Electric's
transmissior system. For all classes of custemers, Cleveland Electric’s rates
are higher than CPP's rates due largely to lover-cost pover and financing

- 16 -
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availacle to CPP and to CPP's exemption from taxation., 1In 1983, CPP announced
its intention to convert some of Cleveland Electric’'s customers to its
service, CPP is constructing nev transmission and distribution facilities
exter ing inte easterly portions of Cleveland, corariging over 202 of the area
of the City, vhich nov are served exclusively by Cleveland Electric. Over the
past three years, Cleveland Electric has expe:ienced the net loss of an
insignificant number of customers (about 2,000), which wvere primarily
residential, to the CPP system. During 1991, CPP completed work vhich enabled
the Zity ‘o convert three water pumping stations fron Cleveland Electric
service, The annual zales effect of this conversion is about 108,000,000
dilovatt-hours vith rolated revenues of about $6,000,000, CPP har also signed
eont .« ty with seseral small and mediun-sized companies in the expansion ar+a
and 411 be able to offer service to residential and small commercial
custymers in that area late in 1992. The expansicen, as nov planned, could
take svay about 40,000 of Cleveland Electric’s customers over the next several
years. This could eventually reduce Cleveland Electric’s annual revenues by
840,000,000 exclusive of the vater pumping load, although there would be
partially offsetting reductions in operating expenses and taxes. Cleveland
Electric has retained large commercial and {industrial customers in Cleveland
despite CPP's expansion efforts.

Ir  June 1991, the City of Brook Park, located wvithin the Cleveland Electric
service territory, annovnced that it had commissioned a feasibility study
regarding the establishment of a munic ' electric system. Ford Motor
Company, which operates an engine manufa ing plant in Brook Park., has
expressed a desire for lover electric rates wu.d reportedly vould support the
idea of Brook Park forming its own <clectric system if such & system would
result in 1l ser rates. Cleveland Electric has entered into scparare discus-
sions with officials of Brook Park and Ford in an effort to address their
conceras. In 1991, Cleveland Electiic derived about 3% of its total revenues
and Centerior Energy decived about 2% of its total revenues from sales to the
8,500 customers located in Brook Park.

Currently, tvo commercial customers and one industrial customer ¢f Cleveland
Electric have cogeneration installations. A number of customers have inquired
about cogeneration applirations although there wvere no nev installations in
1991. Cogeneration vendors continue to be active in Cleveland Electric's
service area,

Toledo Edison, Located wholiy or partly vithin To'~do Edison's service area
are sia rural electric cooperatives, five of which .re supplied vith pover,
transmitted in some cases over Toledo Ediron’s facilities, by Buckeye Pover,
Inc. (an affiliate of a number of Ohio rural electric cooperatives) and the
sixth is supplied by Toledo Edison.

Also located vithin Teledo Edison's servics area are 16 pmicipally owned
electric distribution systems, three of vhich are supplied oy other electyic
sysiems. Toledo Edison provides a portic of the pover purchased by the other
13 municipalities at wvholesale rateg .rough AMP. %hio., In December 1989,
Toledo Edisorn commenced billing AMP-Ohin unde. a nev sgreement wvhich vas
accepted by the FFRC din March 1992. U»der this 20-year agreemeit, Toledo
Edison will supplv L(ertain pover requirements of AMP-Ohio and transeission
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setvace for 13 of its municipal members. Rates under 1this agreement are
permitied to increase annually to compensate for increased costs of operation.
Less than 2X of Tolede Edison’s total electric operating revenues in 1991 vere
derived from gsales under the AMP-Ohio contract. :

In October 1989, the City of Toledo adopted an ordinance establishing an
Electric Franchise Reviev Committee for the purpose of studying Toledo
Edison's franchise agreement with the City to determine if alternate energy
sources are available. The Committee is investigating the feasibility of
establishing a municipal electric system within the City of Toledo and the
feasibility of wtilizing other alternative electric pover sources. The
Comnittee's report is expecied to be made public in the spring of 1992,
Toledo PBdison is contimuing to make an effort to address the City’'s coicerns,
§ee Centerior’'s and Toledo Bdison’s MNote 6 for a discussion of a rate-
reduction package implemented by Tolede Edison in 1091,

The one remaining commercicl customer of Toledo Bdison having a cogeneration
unit has reached agreement with Toledo Edison to cease operation of its unit
duting the first half of 1972, govever, cogeneration vendors continue to be
active in Toledn Edison’s ~ervice area.

Fuel Supply

Generation by type of fuel for 1991 vas 64% coal-fired and 6% nuclear for
Cleveland Electric; 45X coal-fired and 55% nuclear for Toledo Edison; and 57X
coal-fired and 43% nuclear for the Centerior System,

Coal. 1In 1991, Cleveland Electric and Toledo Edison burned 5,419,000 tons and

1873,000 tons of coal, respectively, for electric generation. Each utility
normally maintains a veserve supply of ccal sufficient for about 40 days of
normal operationy, On March 1, 1992, this reserve vas about 50 days for
plants operated by Cleveland Electric, 48 days for plants operated by Toledo
Edison and 100 days for the Mansfie'd Flant, vhich is operated by Penneylvania
Fover.

In 1991, about 63X of Cleveland Zlectric's coal requirements vere purchased
under long-term contracts, vith the longest remaining term being almost nine
years. In most cases, these contracts provide for adjusting the price of the
coal on the basis of changes in coal quality and mining costs. The sulfur
content of the coal purchased under these contracts ranges from about 2% to
abont 4X. The balance of Cleveland Electric’s coal vas purchased on the spot
market vith sulfur content ranging from less than 1% to 3.5%.

In 1991, all of Toledo Bdison's corl requirements vere purchased under
long-term contracts, vith the longest remaining term being almost nine years.
In most cases, these contracts provide for adjusting the price of the coal on
the Gasis of changes in coal quality and mining costs. The sulfur content of
the coal purchased under these contracts ranges from less than 1% to 4Y,

One of Cleveland Electric's long-term coal supply contracts is with Ohio
Valley. Cleveland Electric has agreed to pay Ohio Valley certain amounts to
cover Ohio Valley's coste regardless of vhether coal is actually delivered.
Included in those costs aré emounts sufficient te service certain long-term
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debt and lease obligations incurred by Ohio Valley. If the coal sales
agreement is terminated for any reason, including the inability to use the
conl, 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 vould not
have a material adverse effect upon its financial pesition. The principal
amount of debt and termination values of leased property covered by Cleveland
E'ectric’'s agreement was $37,599,000 at December 31, 1991. 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 Operating Companies, have a long-term
contract with Quarto and Consol for the supply of avout 75%-85% of the annual
coal needs ot the Mansfield Plant. The contract runs through at least the end
of 1999, and the price of coal s adjustable to reflect changes in labor,
materials, transportation and other costc The CAPCO Group companies have
guarantecd, severally and not jointly, the debt and lease obligations incuried
by Quarto to develop, equip and operate two of the mines vhich supply the
Mansfield Plant. At December 31, 1991, after giving effe t to a refinancing
completed by Quarto on January 2, 1992, the total dollar amount of Quarto’s
debt and lease obligations guaranteed by Clevelsnd Electric vas $40, 644,000
and by Toledo Edison wvas §23,729,000. Centerier, Cleveland Electric and
Toledo FEdison expect that Juarto revenues from sales of coal to the CAPCO
Group companies will continue to be sufficient for Quarto to meet ite debt and
lease obligations,

The Operating Companies’ least cost plan for complying vith the Clean Air Act
Amendments to be filed vith the PUCO in 1992 (see Note 3 )) calle for greater
use of lov-sulfur coal and less use of high-sulfur coal. Bids have been
received for an adequate supply of lov-sulfur coal at prices not significautly
different than the current price of coal vhich would be replaced. The only
long-term coal contract affected by the Clean Air Act Amendments is Cleveland
Electric’s contract wvith Ohio Valley. Centerior and Cleveland Electric
believe that steps can be taken to mitigate or eliminate any costs associated
with the termination of the Ohio Valley contract should the contract be
! rminated,

Nuclear. The acquisition and utilization of nuclear fuel involves six dis-
tinct stenst (i) supply of uranium oxide rav material, (ii) conversion to
uranium hexafluvoride, (iii) enrichment, (iv) fabrication into fuel agsemblies,
(v) utilivation as fuel in a nuclear reactor and (vi) storing and reprocessing
or disposing of spent fuel. The Operating Companies have inventories of raw
material sufficient to provide nuclear fuel through 1%9% for the operation of
their nuclear generating units and have contracts for fabrication services for
all of that fuel. The CAPCO Group companies have a 30-vear contract vith the
DOE which vill supply all of the needed enrichment setvices for their nueclear
units' fuel supply through 1995. Beyond 1995, the amount of enrichment
services under the DOE contract varies by CAPCO Group company, vith Cleveland
Electric's and Toledo Edison's enrichment services reduced to 70% in 1996-1999
and reduced to (X in 2000 and 2001, The additional required enri-hment
gservices are available, Substantial additional fuel vill have to be obtained
in the future over the remaining useful lives of the units and it Perry Unjt 2
is completed. There is a plentiful supply of uranium oxide rav material to
meet the industry's nuclear fuel needs.
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Spent  fuel reprocessing is not commercially available in the United States.
Off-site disposal of spent nuclear fuel is also unavailable, but the CAPCO
Group companies have contracts with the DOE vhich provide for the future
acceptance of spent fuel for disposal b the Federal goveinment. Pursuant to
the Nuclear Vaste Policy Act of 1982, tue Federal government has indicated it
vill begin accepting spent fuel from utilities by the year 2010, On-site
storage capacity at Davis-Besse and Beaver Valley Unit  should be sufficient
through 1996 and 2010, respectively. On-site storage capacity at the Perry
Plant should be sufficient through 2007 for Perry Unit 1.  Any additional
storage capacity needed for the period until the government accepts the fuel
can be provided for eithe: on-site or off-site by the time it is needed.

0il. The Operating Companies each have adequate supplies of oil and fuel for
their oil-fired electric generating units vhich are used primarily as reserve
and peaking capacity.
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EXECUTIVE OFPICERS OF THE REGISTRANTS AND THE SERVICE CONPANY

Set forth belov are the numes, ages as of Marca 15, 1992, pogitions and hriel
accounts of the business experience during the past five years of the execu-
tive ofiicers of Centerior Energy, the Service Company, Cleveland Electric and
Toledo Edison. Positions currently held are designated vith an astetisk (*).

Centerior Energy Executive Officers

Business Experience
(Positions as Indicated)

Nawe Age
Robert J. Farling 55

*Chairman of the Board and
Chief Executive Officer of
Centerior and the Service
Company

Chalrman of the Board and
Chief Executive Officer of
Cleveland Electric

*President of Centerior

Chairman of the Board and
Chief Executive Officer of
Toledo Edison

*President of the Service
Company

President of Cleveland
Electric

Executive Vice President of
Centerior

Murray R. Edelman 52 *Executive Vice President-
Pover Generation of the
Service Company

*Fxecutive Vice President of
Centerior

President of Toledo Edison

Vice President-Nuclear
of the Service Company and

Senior Vice President-Nuclear

of Cleveland Electric

E{fective Date
of Position

March 1992

February 1989

October 1988
October 1988
July 1988
April 1986

February 1986

April 1990

July 1988

Laly 1988
April 1986
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Lyman C. Phillips

Fred J. Lange, Jr.

B e o T

Business Experience

hge (Positions as Indicated)

57  *Executive Vice President of
Centerior and *Executive
Vice President-Finance &
Administration of the
Service Company
*Vice President and Chief

e

Effective Date
of Position

April 19%0

April 19%

Financi»! Officer of Cleveland

Electric and Toledo Edison

Senior Vice President-Finance
of Centerior

Senior Vice President-Finance
of the Service Company

Vice President-Finance of
Centerior

52  *Executive Vice President-
Customer Operations of the

April 1988
April 1986
February 1986

April 1990

Service Company and *Chairman

of the Board and Chief
Executive Officer of Toledo
Edison and *Chief Executive

Officer of Cleveland Electric

*Executive Vice President of
Centerior and *President of
Cleveland Electric

Executive Vice President of
Toledo Edison and
Senior Vice President of
Centerior

Senior Vice President-
Administration of the
Service Company

42  *tenior Vice President-
Legal, Human & Corporate
Affairs

Vice President-Legal &
Corporate Affairs of
Centerior and the Service
Company and *Vice President
of Cleveland Electric and
Toledo Edison

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

Assistant General Counsel
and Principal Corporate
Counsel of the Service
Company
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July 1988

June 1987

April 1986

March 1992

April 19%0

July 1989

November 1986



Business Experience Effective Date
Age  (Positions as Indicated) of Position

43 *Controller of Cleveland April 1990
Electric and Toledo Edison
*Controller of Centerior April 1988
tController of the Service June 1986
Company

Gary M. Hawkinson 43 *Treasurer of Cleveland April 1990
Electric and Toledo
Edison
Assistant Treasurer of August 1987
Cleveland Electric
*Treasurer of the Service April 1986
Company
*Treasurer of Centerior February 1986

E. Lyle Pepin 50 *Secretary of Cleveland October 1988
Electric and Toledo Edison
*Secretary of the Service April 1986
Company
*Secretary of Centerior February 1986

Service Company Executive Officers

Business Experience (Positions
Vith the Service Company Effective Date
Name Age _ Unless Othervise Indicated)  of Position

Robert J. Farling 55 #Chairman of _he Board and March 1992
Chief Executive Officer
I, *President July 1988
See listing under Centerior
Energy Executive Officers
for additional business
experience.

hept.m W N W T O MY PR ey T NI TR e

Murray R. Edelman $2  *Executive Vice President- April 1990
Power Generation
See listing under Centerior
Energy Executive Officers
for additional business
experience.

Edgar H. Maugans 57  *Exacutive Vice President- April 1990
Finance & Administration
See listing under Centerior
Eneirgy Executive Officers
for additional business
experience.
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Name

Lyman C. Phillips

Richard P. Crouse

Garv J. Greben

Jacquita K. Hausetman

Alvin Kaplan

Fred J. Lange, Jr.

54

53

Business Experience (Positions
Vith the Service Company
Unless Othervise Indicated)

S ———T —
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Effective Date
ol Position

*Executive Vice President-
Customer Operations
See listing under Centerior
Energy Executive Officers
for additional business
experience.

*Vice President-Fossi'
Operations

Senior Vice President of
Toledo Edison

Vice President-Fossil
Engineering & Operations

Senior Vice President,
Engineering & Operations
of Toledo Edison

*Vice President-Transmission
and Digstribution
Engineering & Services

Vice President-Marketing
of Cleveland Electric
Manage! -Business Ventures
of Cleveland Electric

*Vice President-Customer
Service & Community
Affairs

Vice President-Administration
of Cleveland Electric

Director-Consumer Services
Dept, of Cleveland Electric

*Vice President-Fystem
Engineering & Control

Vice President-Nuclear
of Cleveland Electric

Vice President-Nuclear
Operations Division
of Cleveland Electric

*Senior Vice President-
Legal, Human & Corporate
Affairs

See listing under Centerior

Energy Executive Officers

for additional buginess

experience.

April 1990

April 1990
April 1988
August 1987

June 1986

April 1980

July 1987

November 1984

April 1990

October 1988
April 1986

April 19%0
December 1987

February 1984

Mareh 1992




¥ | Name Age

~ Jown S, Levicki 52

.

|§' : ’

![:

g

F' Terrence G. Linnert 45

!

R

3

; Michael D. Lyster 4R
David L. Monseau 5
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Business Experience (Positions
Vith the Service Company

Effective Date
of Fosition

Unless Othervise Indicated)

*Vice President-Human
Resources & Strategic

Planning

Vice President-Public
Aftairs & Rates

Vice President-¥inance,
Administration & Legal of
Cleveiand Electric

Vice Presi”ont-Finance &
Administration of Cleveland

Electric

*Vice President-Legal and
General Counsel

General Counsel and
Director-Legal Services

Dept.

General Counsel

Principal Counsel

Senior Corporate Counsel

Senior Corporate Counsel
at Cleveland Electric

*Vice President-Nuclear-

Perry

General Manager-Perry
Plant Operatic.s Dept.
of Cleveland Electric

Director-Perry Plant
Oper ‘ons Dept. of
Cle d Electric

Manage. rerry Plant
Operations Dept. of
Cleveland Electric

*Vice President-

Transmission &

Distribution Operations
Vice President-Customer
Operations of Toledo

Edison

Director-Human Resources
Dept. of the Service

Company

April 1990

October 1968

January 1988

April 1986

March 1992

May 1990

July 1989
June 1987
January 1987
June 1984

April 1990

March 1988

December 1987

October 1984

April 1990

Sentember 1987

April 1986
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uf' Business Experience (Positions

i/ Vith the Service Company Effective Date
Name Age _ Unless Othervise Indiceted) of Position
Thomas M. Quinn 52 *Vice President-Marketing April 1990
Vice President-Marketing September 1987
: of Toledo Elison
.~ General Manager-Consumer August 1986
[ Services Dept. of Toledo
: Edison
|
L Donald H. Saunders 56 *Vice President ind *President April 19%0
: of Toledo Edison
, Vice President-Administra- January 1990
. tion & Governmental Affairs
: of Toledo Edison
a Vice President-Finance & July 1986
E Administration of Toledo
g Edison
f Donald C. Shelton 58  *Vice President-Nuclear- April 1990
f Davis-Besse
| Vice President-Nuclear August 1986

ot Toledo Edison

Paul G. Busby 43  *Controller June 1986
See listing under Centerior
Energy Executive Officers
f for additional business
‘ experience.

Gary M. Havkinson 43  *Treasurer April 1986
See listing under Canterior
Energy Executive Officers
f~r additional business
experience.

E. Lyle Pepin 30 *Secretary April 17436
L S listing under Centerior
| Energy Executive Officers
| ‘or additional business
: e¥perience.
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Lyman C. Philli}e

Fred J. Lange, Jr.

Edgar H. Maugans

Paul G. Busby

Gary M. tavkinson

E. Lyle Pepin

1 i tive Officers

Business Experience (Positions
Vith Cleveland Electric,
Age __Unless Othervise Indicated)

Fftective Date
of Position

52  *Chief Executive Officer
*President
See listing under Centerior
Enecgy Executive Officers
for additional business
experierce.

42 *Vice President
See listing under Centerior
Encergy Executive Officers
for additional business
experience.

57 #Vice President and Chief
Financial Officer
See listing under Centerior
Energy Executive Officers
for additional business
experience.

4«3 *Contreller
See listing under Center or
Energy Executive Officers
for additional business
experience.

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

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

= 2y -

April 19%0
July 1988

April 1990

April 1990

April 19%0

April 1990

October 1988
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;ﬁ&,-‘ Name

lr ' Llyman €. Phillips
e

3 Donald H. Saunders
g

|._' Fred J. Lange, Jt.

Edgar H. Maugans

L

Paul G. Busby

Bl e e W e oo

|

Gary M. Havkinson

Age

a2

26

4l

37

42

43

Toledo Edison Executive Officers

Business Experience (Positions

Vith Toledo Edisen

Unless Othervise Indicated)

Effective Date
of Position

*Chairman of the Board and
Chief Executive Officer
See listing under Centerior
Energy Executive Officers

for additional busginess
experience.

*President

See listirg under Service
Company Executive Officers
for additicnal business
€sperience.

*Vice President

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

*Vice President and Chief
Financial Officer
See listing under Centerior
Energy Executive Officers
for additional business
experience.

*Controller
See listing under Centerior
Energy Executive 0fficers
tor additional business
experience.

*Treasurer

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

! e

April 1990

April 1990

April 19%0

April 1990

April 1990

April 1990




Business Experience (Positions

Vith Toledo Edison Effective Date
Name Age  Unless Othervise Indicated)  of Fosition
E. Lyle Pepin 50 *Secretary ' October 1988

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

All of the executive officers of Centerior Energy, the Service Company,
Cleveland Electric and Toledo Edison are elected annvally for a one-year term
_ 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 officers and direc-
tors of any of the Centerior System companies.
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Ttem 2. Propertirs

The Centerior Syetem

The wholly owned; jointly ovned and leased electric generating facilities of
the Operating Companies in commercial operation as of December 31, 1991 pro-
vide the Centerior System with a net demonstrated capability of 6,687,000
kilovatts during the winter. Thesc facilities include 28 generating units
(4,390,000 wilovatts) at seven fossil-fired stean electric generation sta-
tions; three nuclear generating units (1,852,000 kilovatts); a 305,000 kile-
vatt share of the Seneca Plant; seven combustion turbine generating units
(135,000 kilovatts) and cone 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 1991
vas 5,361,000 kilovatts and occurred on August 29, At the time of the 1991
peak load, the operable capacity available to serve the lcad was 6,453,000
dilovatis. The Centerlor System's 1992 service area peak load is forecasted
(o be 3,280,000 kilovatts, before demand-eide management considerations. The
operable capacity expected to be available to serve the Centerior System’'s
1992 peak is 6,463,000 kilowatts., Over the 1992-1994 period, Centerior Energy
forecasts its operable capacity margins at the time of the projected Centerior
System peak loadc to range from 14% to 18%,

Each Operating Company owns the electric transmission and digtribution fouili-
ties Jlocated in its respective service area. Cleveland Electric and Taledo
Edison are interconnected by 345 kV transmission facilities, some portions of
vhich are ovned and used y Ohio Edison., The Operating Companies have a long-
term contract with the CAPCO Group companies, including Ohio Edisen, relating
to tle use of these facilities, These interconnection facilities provide for
the interchange of pover between the two Operating Companies. The Centerior
System is interconnected with Ohic Edison, Ohio Power, Penelec¢ and Detroit
Edison.

Effective Hay 1, 1991, the FERC approved an agreement betveen Cleveland
Electric and GPU under which Cleveland Electric vould sell the pover from its
305,000-kilovatt share of the Seneca Plant to two subsidiaries of GPU through
1993.  lor the sams time period, Toledo Edison has entered inte separate
agreements with Consumers Pover and Detroit Edison under which Toledo Edison
would purchase 312,000 kilovatts from their Ludington ®lant. Toledo Edison
vould then sell te Cleveland Electric pover equivalent to the amount that
Toledo Edion purchases from the Ludington Plant, The net result of the pover
purchase a.d sale agreements is economically beneficial for Cleveland Electrie
and economically neutral for Toledo Edison,

Cleveland Electric

The wvholly owned, jointly owned and leased electric generating facilities of
Cleveland Electiric in commercial operation as of December 31, 1991 provide a
net  demsv.strate’ ~apability of 4,588,000 kilovatts during the winter. Thege
facilities include 21 generating units (3,197,000 kilovatts) at five fossil-
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fited sveam electric generation statione; its share of three nuclear generat-
ing units (1,024,000 kilovatts): a 305,000 kilovatt share of the Seneca Plant;
tve combustion turbine generating units (58,000 kilovatts) and one diesel gen-
erator (4,000 kilovatts). All of Cleveland Electric’'s generating facllities
are located in Ohio and Pennsylvania,

The net 60-minute peak load of Cleveland Electvic's service area for 1991 vas
3,886,000 kilovatts and occurred on July 19,  The operable capacity at the
time of the 1991 peak vas 4,695,000 kilovatts. Cleveland Electric’s 1992
service area peak load is forecasted to be 3,780,000 kilovatts, before
demand-side management considerations. The operable capacity, which includes
fitm purchases, expected to be available to serve Cleveland Electric's 1992
peak is 4,554,000 kilovatts. Over the 1992-1994 pericd, Cleveland Electric
forecasts its operable capacity margins at the <(ime of its projected peak
loads to range from 14X to 17X,

Cleveland Electric owns the facilities Jlocated in the area it serves for
transmitting and distributing power to all its customers. Cleveland Electric
has intevconnections «ith Ohio Edison, Ohio Pover and Penelec. The intercoen-
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 owvned or leased CAPCO Group generating units as well as for the
interchange of power with Toledo Edison. The interconnection with 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 vith other utilities,

Cleveland FElectric has interconnectiong with each of the municipal systems
operating vithin its service area.

Toledo Edison

The wholly owned, jointly owned and leased electric generating facilities of
Toledo Edison in commercial operation as of December 31, 1991 provide a net
demonstrated capability of 2,099,000 kilowatts during the wvinter, These
facilities include nine generating wunits (1,193,000 kilovatts) at three
foss l-fired steam electric generation stationg; its share of three nuclear
genevating units (829,000 kilovatts) and five combustion turbine generating
units (77,000 kilowatts). All of Toledo Bdison's generating facilities are
located in Ohio and Fennsylvania.

The net 60-minute peak load of Toledo Edison’s service area for 1991 vas
1,510,000 kilovatts and occurred on August 29. The operable capacity at the
time of the 1991 peak vas 1,758,000 xilowatts. Tolede Edison’s 1992 service
area peak load is forecasted to be 1,510,000 kilovatts, before demand-side
management considerations. The operable capacity, vhich inrludes the effect
of firm sales, expected to be available to serve Toledo Edison's 1992 peak is
1,726,000 Jilovatts. Over the 1992-1994 period, Toledo Edison forecasts its
operable capacity margins at the time of its projected peak loads to range
from 14% to 20%,

Tulede FBdison owng the facilities located in the area it serves for trans-
mitting and distributing pover 1to all its customers. Teledo Edison has
interconnections with Ohio Edison, Ohio Pover and Detroit Edison. The in-
terconmection with Ohio Edison provides for the interchange of electric power
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vith the other CAPCO Group companies and for transmission of pover from the
tenant-in-common owned or leased CAPCO Group generating units as vell as for
the interchange of power vith Cleveland Electric. 1In addition, these inter-
connections provide the means for the interchang: of electric pover with other
utilities,

Toledo Edison has interconnections with each of the municipal eystems
operating within its ervice area.

TITLE TO PROPERTY

The generating plants and other principal facilities of the Operating
Companies are located on land owned in fee by them, except as follovs:

(1) Cleveland Electric and Toledo Edison lease from others for a term of
about 29-1/2 years starting on October 1, 1987 undivided 6.5%, 45.9% and
44.38% tenant-in-common interests in Units 1, 2 and 3, respectively, of
the Mansfield Plant located in Shippingport, Pennsylvania. Cleveland
Electric and Toledo Edison lease from others for a term of absut 29-1/2
years starting on October 1, 1987 an 1B.26% undivided tenant-{in-common
interest in Beaver Valley Unit 2 located in Shippingport, Pennsylvania.
Cleveland Electtric 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 Edison continue to ovn as a
tenant-in-common the land upon vhich the Mansfield Plant and Beaver
Valley Unit 2 are located, but have leased to others certain portions of
that laud 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, 1991, the
cost of Cleveland Electric’'s facilities, other than water intake and
discharge facilities, located on such artificially filled iand aggregated
approximately $110,874,000. Title to land under the vater of Lake Erie
vithin the territorial limits of Ohio (including artificially filled
land) is in the State of Ohio in trust for the people of the State for
the public uses to vhich it may be adapted, subject to the powvers of the
United States, the public rights of navigation, water commerce and
tishery and the rights of upland owvners to whaif out or fill to make use
of he vater. The State is required by statute, after appropriate pro-
ceedings, to grant a lease to an upland owvner, such as Cleveland Elec-
tric, which erected and maintained facilities on such filled lar” srior
to October 13, 1955, Cleveland Electric dees not have such a lease from
the State vith respect to the artificially filled land on vhich its Lake
Shore Plant facilities are located, but Cleveland Electric's position, on
advice of counse) for Cleveland Electric, is that its facilities and
occupancy may not be disturbed because they do not interfere with the
free flov of commerce in navigable channels and constitute (at least in
part) and are or land tilled pursuant to the exercise by it of its
property rights as owner of the land above the shoreline adjacent to the
filled land, Cleveland Flectric holds permits, under Federal statutes
relating to navigation, to occupy & ich artificially filled land.

“ 32 o




HI

(3) The facilities ot Cleveland Electric’'s Seneca Plant in Varren County,
Pennsylvania, are located on land owvned by the United States and occupied
by Cleveland Electric and Penelec purevant to a license fesned “y the
FERC for a 50-year period starting December 1, 1965 tor the const,uction,
operation and maintenance of a pumped-storage hydroelectric plant,

(4) The water intake and discharge facilities at the electric generating
plante of Cleveland Electric and Toledo Edison located along lLake Erie,
the Maumee River and the Ohio River are extended inte the lake and rivars
“nder their property rights as owners of the land above the wvater line
and pursuant to permits under Federal statutes telating te navigation.

(5) The transmission systems of the Operating Companies are located on land,
easements or rights-of-vay owvned by them. Thelr distribution systems
also are located, in part, on interests in land o' ned by them, but, for
the most part, their distribution systems are located on lands owned by
others and on streets and highvays. In most cases, permission has been
obtained from the apparent owner of the property or, if the distribution
system is located on streets and highvays, from the apparent owner of the
abutting property. Their electric underground transmission and distri-
bution systems are located, for the most part, in public streets. The
Pennsylvania portions of the main transmission lines from the Seneca
Plant, the Mansfield Plant and Beaver Valley Unit 2 are mnot ovned by
Cleveland Electric or Toledo Edison.

All Cleveland Electric and Toledo Edison properties, with certain exceptions,
are tubject to the lien of their respective mortgages.

The fee titles vhich Cleveland Electric and Toledo Edison acquire as tenant-
in<common owners, and the leasehold interestz they have as joint lessees, of
certain generating units do not include the right to require a partition or
sale for division of proceeds of the units without the concurrence of all the
other owvners and their respective mortgage trustees and the trustees under
Cleveland Electric’s and Toledo Edison’s mortgages.

Item 3. Legal Proceedings

Regulatory Proceedings and Suits Contesting Sulfur Dioxide Emission
Limitations and Related Regulations Applicabie to the Operating Companies.
See "Item 1. Business--Environmental Regulation--Air Quality Controi’.

Vestinghouse Lawsuit. In April 1991, the CAPCO Group companies filed a
lavsuit against Verntinghouse in the United States District Court for the
Vestern District of Pennsylvania. The suit al.eges that Westinghouse supplied
six steam generators for Beaver Valley Pover Station Units 1 and 2 wvhich
contain serious defects, particularly defects causing tube corrosion and
cracking. As a result of the defective steam generators, the owners of Unit 1
of the Beaver Valley Pover Station, in which the Operating Companies have no
interest, are incurring large unanticipated costs and the owners of Beaver
Valley Unit 2 (which is identical to but never than Unit 1) are incurring
unanticipated costs vhich are expected to become larger in the future. Based
on information known at this time, it is expected that the steam generators
will have to be replaced vell short of the 40-year design life of each unit,
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The suit seeks corrective action, compensatory damages; punitive damages,
treble damages and reasonable attorneys' fees for claims including breach of
contract, fraud, negligent misvepresentation and viclations of RICO.

ﬁg;gggl Electric Lavsuit. In August 1991, the CAPCO Group companies £1led
suit against nera lectric in the United States District Court in
Cleveland alleging that General Electric provided defective design information
relating to the containment vessels for Pervy Units 1 and 2. The suit further
alleges that necessary correction of the inadequate engineering services
provided by General Electric caused extensive delays and cost increases in the
construction of the Perry Plant., The suit seeks damages, interest and legal
fees in unspecified amounts for claims including, among others, breach of
contract, fraud, negligent misrepresentation, negligent  performance of
services, deceptive trade practices and violations of RICO. As constructed,
Perry Unit 1 is properly designed and safe and has consistently met or
exceeded the requirements of the NRC.

Item 4. Submission of Matters to a Vote of Security Holders

CENTERIOR FNFRGY, CLEVELAND ELECTRIC AND TOLEDO EDISON

None.
PART 11
Item 5. Market for Registrants’ Common Equity and Related Stockholder Matters

CENTERIOR ENERCY

Market Information

Centerior Energy’'s common stock is traded on the New York, Midvest and Pacific
Stock Exchanges. The quarterly high and lov prices of Centerior common stock
(as reported on the composite tape) in 1990 and 1991 vere ag follove:

1990 19491
High Lov High $ 4
1st Quarter §21-1/8 818 $19-7/8 £16-7/8
2nd Quarter 19-172 17-3/8 19-7/8 16-174
ird Quarter 19-1/8 16-1/8 1B-1/4 i5
4th Quarter 18-1/2 16-172 19.7/8 17-5/8

Share Owners

As of March 18, 1992, Centerior Energy had 175,250 commoh stock share swnere.
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Dividends

See Note 11 to Centerior's Financial Statements for quarterly dividend pay-
ments in th? last tvo years. _

See Centerior's “"Management's Financial Analysis--Capital Resources and
Liquidity" contained under Item 7 of this Report for a discussion of the
payment of future dividends by Centerior.

At December 31, 1991, Centerior had earnings retained in the business of about
659,000,000 and capital surplus of about §1,964,000,000, both of vhich vere
available to pay dividends. Cleveland Flectric and Toledo Edison can make
cash available for the funding of Centerlor’s common stock dividends by paying
dividends on their own common stocks. At December 31, 1991, Cleveland
Electric had about §578,000,000 of retained earnings and about §1,319,000,000
of capital surplus and Toledo Edison had about $90,000,000 of retained earn-
ings and about $602,000,000 of capital surplus available under Ohio lav for
the declaration of dividends on the'r respective preferred and common stocks.
Hovever, the payment of dividends out of capital surplus by the Operating
Companies may be restricted under the Federal Pover Act. In addition, Toledo
Edison is prohibited from paying dividends out of capital surplus by {ts
mortgage indenture.

CLEVELAND ELECTRIC AND TOLEDO FDISON

Dividenu:. paid in 1991 on each of the Operating Companies' outstanding series
of prererred stock were “ully taxable. The Operating Companies believe that
their preferied stock dividends vill continue to be taxable in 1992 and 1993,
The Operating Companies’ beliefs are based on present circumstances and on
assuaptiors about future events and circumstances, including an assumption
that their investment in Perry Unit 2 will not be vritten off. The Operating
Compani 2s have made no projections with respect to the taxability of preferred
stock dividends beyond 1993, If Perry Unit 2 is cancelled and recovery of the
Operating Companies’ investment in that Unit ig not allowed and must therefore
be written off, it is likely that at least & portiou of the dividends paid in
the year in which such vrite-off were to occur would be a tax-free veturn of
capital. See Note 3(c).

The infermation regarding common stock prices and number of share ovners
required by this Item is not applicable to Cleveland Electric or Toledo Edison
because all of their common stock is held solely by Centerior Energy.

Ttem 6. Selested Financial Data

CENTERIOR ENERGY

The information required by this Item is contained on Pages F-23 and F-24
atiached hereto,
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The information required by this Item iC contained on Pages F.46 and P47
attached hereto, '

TOLEDO EDISON

The information required by this Item is contained on Pages F-68 and F-69
attached harsto.

Ivem 7. Management's Oiscussion and Analysis of Financial Condition and
Resylts of Operationt

CENTERIOR ENERGY

The information requived Ly this Item is cantained on Pages ¥-5, F-6 and F-8
attached herevo-

CLEVELAND ELECTRIC

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

TOLEDO EDISON

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

Item 8. Financial Statements and Supplementary Data

CENTERTOK ENERGY

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

CLEVELAND ELECTRIC

The information required by this Item is contained on Pages F-25 through F-27,
F-30 and F-32 through F-45 attached hereto.

TOLEDO EDISON

The information required by this Item is contained on Pages F-48 through F.50,
F-53 and F-5% thro gh P-67 attached hereto,
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_ Chn?u in and Disagreements Vith Accountants on Accounting and
isclosure

CENTERIOR _ENERGY, CLEVELAND ELECTRIC AND TOLEDO EDISON
None.
PAKT 111
Item 10, Directors and Executive Officers of the Registrants

CENTERIOR ENERGY

The information required by thie Item for Centerior regarding directors is
incorporated herein by reference to Pages 2 through 9 of Centerior's
definitive proxy statement dated March 6, 1992, Reference is also made to
"Fyecutive Officers of the Registrants and the Service Company" in Part 1 of
this report for information rvegarding the executive officers of Centerior
Bowisdy.

CLPVELAND ELECTRIC

Set forth belov is the name and other directorehips held, if any, of each
director of Cleveland Electric. The year in which the director was first
elected to Cleveland Electric’'s Board of Directors is set forth in paren-
theses. Reference is made to "Executive Officers of the Registrants and the
Service Company"™ in Part I of this veport for information regarding the
directors and executive officers of Cleveland Electric. The directors
received no remuneration in their capacity as directors.

obert J. Farling*
t. Farling is a director of National City Bank. (1986)

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 helov is the name and other directorships held, if any, of each
director of Toledo Edison. The year in vhich the diréctor vas first elected
to "oledo 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 I of this report for information regarding the directors and the
executive officers of Toledo Edisun. The directors received ne remuneration
in their capacity as directors.

Robert J. Farling*
Wr. Fairling is a director of National City Bank. (1988)

Edggr H. Maugans

( )

Lyman C. Phillips

Me. FﬁiIIips is a director of Society National Bank. (1990)

Dovald H. Saunders
(1988)

*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 (o the information concerning compensation of directors on Page 9,
and the information concerning emplcyee stock plan transactions of execut!ive
officers on Pages 1B through 20, of Centerior’s det.nitive proxy statement
dated March 6, 1992,

SALARTES AND INSURANCE

Centerior Fnergy, Cleveland Electric and Tcledo Edison

Ceritarior has an Incentive Compensation Plan which provided that cash
fucentive compensation avards of up to 10X of bave salary could be made (o
vice presidents and above based on performance. Beginning in 1991, that plan
vas amended tu provide both chort-range and long-ranpe compensation to
management based on the achievemen of individual ard corporatc goals.
Incentive avards under the revised plan vill be made in tvo approximately
equal components - a cash component payable at the time an incentive avard is
made and a deferred cash cemponent paysble five vears luter. The total avard
will be limited to .. more than 10% to 25% of base salary for target goal
performance depending on the level of the employee. Ferformance above or
belov these goals ea.ns incentives proportionally higher or lover than the
target amount established for each participant.
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(1) The five named officers are included for Cleveland Electric and Toledo
Edison regardless of vhether they ave officers of Cleveland Electric ot
Toledo Edison because they are key policymakers for the Centerior System.

(2) Data are inzluded for the portion of 1991 during which the persons vere
executive officers of Centerior Energy, the Service Company, Cleveland
Electric or Toledo Edison and includes cash compensation paid or accrued
in all capacities with the Centerior System as listed in "Business--

Executive Officers of the Registrants and the Service Company” for that
period.

(3) Includes the cash component of Incentive Compensation avarded on March 24,
1992 for services rendered in 1991

(4) 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 1991. In addition, Centerior

provides additional compensation to certain executive officers to purchase
other employee benetits.

Centerior has a deferred compensation plan under which Centerior System
employees designated by the Human Resources Committee of Cetterior’'s Board of
Directors may elect to defer the receipt of up to 25X of salary and up to all
incentive compensation until a year selected by the employee not la‘er 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 enployment .,

Amounts deferre’ by executive officers in 1991 have been included in the cash
compensation table.

PENSION PLAN BENEFITS

Centericr 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 wvhich provides benefits upon
retirement at or after age 55. The annual amount of the perision is based pri-
marily upon the monthly average straigh'-time salary and incentive compensa-
tion in the 60 consecutive highest paid months (“"covered compensation") and
the number of years of service. [he resulting benefit is reduced by a
percentage (based on the number of yerrs 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 1o age 65. Apnropriate reductions are made if the
enployee elects a joint and surviver, guaranteed yesrs certain, lump sum or
other form of peasion in place nf payments for life. To the extent limits
imposed by Federal lav apply to reduce a pension vhich othervise vould be
payable wunder the pension program, the amount of the reduction vill be paid,
as permitted by Federal law, directly by Centerior. The folloving table shovs
the annual amount of payment-for-life pensiun payable to salaried employees
who retire under the pension program at or aft~ age 62 at stated levels of
covered compensation and years of service:
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Covered Years of Service
Compensation —_ 30 : - W
B180,000 «.vevirienses  § 78,041 § 81,544 § 85,048

BO0, 000 «auciqnseets 105,041 109, 794 114,548

BR0000 ssascheacngvn 132,041 138,044 144,040

300,000 ..iosicevians 159,041 166,294 173,548

350,000 < avovessinas 186,041 194,544 203,048

A0, D00 55 s5sspsiianin 213,041 222,794 232,548

450,000 .cuvicanennia 240,041 251,044 262,048

Uenterior Energy, Cleveland Electric and Toledo Edison

The folloving table sets forth the years of service and the covered compensa-
paid executive officers of

tion as of year-end 1991

of the five highest
Centerior Energy, Cleveland Electric and Toledo Edison:

Years of Covered
ixecutive Officer Service Compensation
Eihatd A. Miller i §413,129
~obert J, Farling 32 237,709
Lyman C, Phillips 30 202,049
Murtay R. Bdelman 30 197,755
Edgar H. Maugans 35 174,874

EMPLOYEE STOCK PLAN TRANSACTIONS

(a) Employee Purchaze Flan

All employees, including officers,

of Centerior, the

Service Company,

Cleveland Electric (and its particip. ing subsidiaries) and Tolede Edison
are eligible to participate in the Purchase FPlan. A participant may
contribute to purchase U.S. Savings Bonds up to 100X of his straight-time
pay less (1) payroll wvithholding tax ind other payroll deductions, (2)
any other contribution he makes into the Purchase Plan and (3) any
contribution he makes into the Savings Plan, A participant also may
contribute up to 8% of his pay, less any Basic Contribution he makes into
the Savings Plan, to purchase Centerior common stock at a price 15X below
the fair market value on the semiannual dates of purchase, March 15 and
Seprember 15. The Bonds and common stock are distributed to the
participant immediately after purchase. Centerior’'s contribution into
the Purchase Flan is the 15% discount on the price of the common stock.
The 15% discount is taxable ordinary income to the participant in the tax
year the common stock is' purchased and is deductible by Centerior.

tleveland Electric and Toledo Edison

In 1991, Edgar H. Maugans purchased a total of 439 shares at an aggregate
purchase price of $6,475.25. The aggregate matket value of the stock on
the purchase date was $7,517.88. None of the other eight executive
officers of Cleveland BElectric nor the other nine executive officers ol
Toledo Edison acquired Centerior common stuck through the Purchase Plan
in 1991,
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W) Employee Savings Plan

All employees, including officers, of Centerior, the Servire Company,
Cleveland Electrie (and its participating subsidiaries) and Toledo Edison
may participate in the Savings Plan by means of payroll deduction
contrib tions. The Savings Plan consists of tvo parts: the After Tax
Purt  and the Before Tax Part. The After Tax Part receives a
participant's contributions after they have been taxed as pay. The
Before Tax Part receives a participant’s contributions before they have

been taxed ac ‘ay; hovever, they will be taxed vhen vithdravn from the
Gavings Plan.

The combined maximum employee contribution into both Parts of the Savings
Plan is 16X of pay. A participant may contribute up to 6% of his
Straight-time pay as a Basic Contribution and up tuv another 10% as a
Supplemental Contribution into the After Tax and Before Tax Parts com-
bined. The minimum contribution is 11 of pay. Centerior contributes out
of current income or retained earnings an amount equal to 50% of the
employee’s Basic Contribution. Contributions of highly compensated
employees and Centerior’s matching contributions are reduced vhen neces-
sary to keep the contributions vithin the limits of Federal tax lawv,

Contributions are placed in a tax-exempt trust administered by a Corpo~
rate trustee. The trust invests in (1) Centerior common stock, (2) a
diversified group of common stocks, excluding Centerior common stock and
(3) fixed income debt or stock investments, which currently are deposits
under insurence company contracts at fixed rates of interest. A partici-
pant may allocate his contributions inte the three funds in such portions
as he designates. Centerior Stock Fund contributions and eatnings 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
a participant's contributions. Centerior contributions and the earnings
thereon become 100% vested in the participant after the participant makes
at least 36 months of contributions in the After Tax Part, but become
irmediately vested in the Before Tax Part. Effective January 1, 1992,
the Savings Plan vas amended to allov participants to borrov up to the
lesser of 50X of their vested account balances (excluding vested
Centerior contributions made during the current year and the prior two
calendar years) or $50,000,

Cleveland Electric and Toledo Edison

The following table presents information relating to Centerior’'s 50%
matching contributions for executive otficers of Cleveland Electric and
Toledo Edison under the Savings Flan 4uring 1991
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Centerior

Executave Ofticer Contributions
Richard A, Miller $ 2,500
Robert J. Farlirg B,609
Lyman C. Phillips 2,491
Murray R. Edelman 3,333
Edgar H. Maugans 1,529

All 9 executive

officers of Cleveland

Rlectric (including the

above named officers)

a5 a group 27,947
All 10 executive

officers of Toledo

EBdison (including the

above named officers)

as a group 31,169

1978 Key Employee Stock Option Plan

Priot to becoming a subsidiary of Centerior, options to buy Cleveland
Electric common stock were granted at various times by Cleveland Electric
to certain of its key employees pursuant to its 1978 Key Employee Stock
Option Plan. When Cleveland Electric became a subsidiary of Centerior,
the plan vas changed to provide for the sale of Centerior common stock
instead of Cleveland Electric common stock upon 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 gran:<d
under the plan.

Cleveland Electric and Toledo Edison

The following table presents information relating to the exercise of
options by the eligible executive officers of Cleveland Electric and
Toledo Edison under the 1970 Key Employee Stock Option Plan during 1991

Optiors Exercised

Excess of
Market Value
Number of Over

Executive Oftficer __Shares Exercise Price
Richard A. Miller 13,875 $41,733
Robert J, Farling 4,000 14,940
Murray R. Edelman 4,440 19,636
Edgar H. Maugans 6,660 28,122
All 5 eligible executive

officers (including the

above officers) as a group 28,975 104,431
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Under the Toledo Edison Em
Toledo Edison vas, and since 1986 Centerior common stock 18, allocable ro

the accounts of all eligible employees of Toledo

their compensation from Toledyu Edisg: ™

in 1977, 1984, 1986 and 1988,
Participants arve alwvays fully
theit accounts. Upon the affiliation of €l
Edisen, the Toledo Edison common stock in

Centerior common stock.

Clevelan! Electric and Toledo Edison

vested in ‘e

ployee Stock Ovnership Plan, rommon

the plan vas

Edison in proportion to
1o ¥disoen made “ontributions
in each ca.~ for the preceding tax year.
common stock credited
eveland Electric and Toledo
converted into

At December 31, 1991, under the
of Centerior common stock vere
and 1,337 shares wvere held
Cleveland Electric executive ¢’ icers
group and 1,986 shares wvere held in the
Toledo Edison executive officers (including

Item 12, Security Ovnership of Certain Beneficial Owners and Managewant

Employee Stock Ownership Plan, 589 shares
thr account of Lyman C. Phillips
the three eligible
(Including Mr. (aillips) as a
accounts of the four eligible
Mr. Phillips) as & group.

held in
in

the accounts of

CEMTERIOR ENEZCY

The folloving tabie sets forth

Name of Beneficial
Owner

Richard P. Anderson
Albert C. Bers:icker
Leigh Carter
Thomas A. Commes
Vayne R. Embry
w1t J. Farling
Regert M, Ginn
George H. Kaull
Richard A, Miller
Frank E. Mosier
Sister Mary Marthe Reinhard, SND
Robert C, Savage
Paul M. Smart
Villiaw J. Villiame
All directors and officers
as a group

44

Number of Common
Shares Ovned (1)

the beneticial ovnership of
steck by indivi . 1 directors of Centerior and all directors ard officers of
Centerior Energy . da the Service Company as a group as of February 29, 1902

Centerior common

1,214
1,000
2,257
5,000
1,000
31,169
32,071
4,752
38,606
1,337
2,220
1,000
3,327
i,386

(2)

(2)
(3)

(2)
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(1) Beneficially owned shares i--lude any shares vith respect to vhich voting

or investment pover is a ~ributed to a director or officer because of
joint or fiduciary ovnership of the shares or relationship to the record
owvner, such as a spouse, even though the director or officer dioes not
consider himself or herself the beneficial owner. On February 29, 1992,
all directors and officers of Centerior Eneigy and the Service Company as
a group vere considered to own beneficially 0.2X of _enterior’'s common
stock and none of the preferred stock of Cleveland Electric and Toledo
Edison, except for one officer vho owvns 50 shares of Toledo Edison
preferred stock, Certain directors and officers disclaim beneficial
ownership of some of those shares.

(2) Includes the folloving number. of shares vhich are not owned but could
have been purchased vithin 60 days after Fehruary 29, 1992 upon exercise
of options to purchase shares of Centeri- common stock: Mr. Farling -
17,730; Mr., Miller - 15,333; and all other officers as a group - 46,544,
None of those options have been exercised as of March 27, 1992 witn the
exception ot 7,564 vhich were exercised by Mr. Miller on March 2, 1992.

(3) Ovned by the Sisters of Notre Dame.

CLEVELAND ELECTRIC

Individual directors af Cleveland Eleciric and 211 directors and officers of
Cleveland Electric as a group as of March 15, 1992 beneficially v.ned the
following number of shares of Cente:ior common stock on February 29, 1992:

Name of Beneficial Number of Common
Owner Shares Owned ("~
Robert J. Farling 31,169 (2)
Edgar H. Maugans 10,068 (2)
Lyman C. Phillips 2,695
All directors and officers
as a group 75,625 (2)

(1) Beneficially owned shares include any shares with respect to vhich voting
or investment power is attributed to a director or officer because of
jeint or fiduciary ownerskip 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 29, 199,
all directors and officers of Cleveland Electric as a group were
considered to own beneficially 0.1% of Centerior’'s common stock and none
of Cleveland Electric’'s serial preferred stock. Certain dicectors and
officers disclaim beneficial ownership of some of those shares.

(2) Includes the following numbers of shares which are not owned but could
have been purchased vithin 60 days after February 29, 1992 upon exerc.se
of options to purchase shares of Centerior common stock: My, Farling -
17,730; Mr. Maugans - 1,665; and all other officers as a groug - 20,351,
None of those options have been exercised as of March 27, 1992,

s



" T P ————
T——————— — e e e e e - '

TOLEDO EDISON

Individual directors of Toledo Bdison and all directors and affirers of Toledo

Edison as a group as of March 15, 1992 benefi.ially ovned the folloving number
of shares of Centerior common stock on February 29, 1992:

Name of Beneficial Number of Common
g Owner Shares Owned (1)
' Robert J. Farling 31,169 (2)
Edgar H. Maugans 10,068 (2)
g Lyman C. Phillips 2,695
' Donald H. Saunders 1,418
: All directors and officers
;g as a group 77,074 (2)

5 (1) Beneficially owned shares include any shares with respect to which voting
i or investment power is attributed to a director or officer because of
, joint or fiduciary ownership of the shares or relationship to the record

owner, such as a spouse, even though the director or officer does not
consider himself or herself the bemeficial owner. On February 29, 1992,
all directors and officers of Toledo Edison as a group vere considered to
own beneficially 0.1X of Centericr's common stock and none of Toledo
Edison i preferred stock. Certain directors and officers disclaim bene-
ficial ownership of some of these shares.

(2) Includes the following numbers of shares which are not owned but could
, have been purchased within 60 days after February 29, 1992 upon exercise
o of options to purchase shares of Centerior common siock: Mr. Farling -
. 17,730; Mr. Maugans - 1,565: and all other officers as a group -~ 20,351,
. None of those options have heen exercised as of March 27, 1992,

Item 13. Certain Relationships and Related Transactions

CENTERTOR ENERGY AND TOLEDO EDISON

TR a T WA e

| The information required by this Item is incorporated herein by refersnce to
; Page 10 of Centerivr’'s definitive proxy statement dated March 6, 1992,

; CLEVELAND ELECTRIC

| et i

Neone.
PART 1V

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

(a) Documents Filed as a Part of the Report

1. Financial Statemeats:

L - e o Ny, o A 4
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5 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 Operaiions; and Financial Statements. See Page F-1.
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(b)

2. .rgg!ne;al Statement Schedules:

Financial Statement Schediles for Centeriar Fnerpgy, Cleveland
Electric and Toledo Edison are listed in the Index to Schedules. See
?l'. 8" 1 . )

Exhibits tor Zenterior Energy, Cleveland Electric and Toledo Edison
are listed in the Exhibit Index. See Page E-1.

Reports on Form 8-K

Centeri» Energy, Cleveland Electric and Teledo Edison filed one Current
Report on Form B8-K during the fourth quarter of 1991. The Form 8-K,
vhich was dated October 11, 1991, discussed under "Item 5. Other
Events - 1. Regulatory and Accounting Matters" the filing vith the PUCO
of a joint recommendation between the Operating Companies and customer
representative groups relating to certain accounting treutment requests
of the Operating Companies and other matters.



STGNATURES

;&' Pursuant to the requirements of Section 13 or 15(d) of the Securities Frchange

s A2t «f 1934, the registrant has duly caused this report to be signed on its
‘ behalf by the undersigned, thereunto duly authorized.

CENTERIOR ENERGY CORPORATION
s Registrant

March 27, 1992

By *ROBERT J FARLING, Chairman of the
Board, President and Chief
Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this re-
| port has been signed belov by the following persons on behalf of the regi-
1 strant and in the capacities and or the date indicated:

Signature Title

Date

e e e e Sk

Principal Executive Officer: )
*7OBERT J. FARLING Chairman of the Board, )
President and Chief )
Executive Officer )

Principal Financial Officer: )
, *EDGAR H. MAUGANS Lxecutive Vice )
: President )
| Principal Accounting Officer:
| *PAUL G. BUSBY Controller )
E Directors: )
K *RICHARD P. ANDERSON Director )
|
g *4LBERT C. BERSTICKER Director )
I *LEIGH CARTER Director )
) *THOMAS A. COMMES Director ) March 27, 1992
} *VAYNE R. BMBRY Director )
.
; *ROBERT J. FARLING Director )
f *POBERT M. GINN Director )
!_ *GEORGE H. KAULL Director )
1 *RICHARD A. MILLER Director )
? *FRANK E. MOSIER Director )
f *SR. MARY MARTHE REINHARD, SND Director )
F | *ROBERT C. SAVAGE Director )
r' *PAUL M. SMART Director )
Y *VILLIAM J. VILLIAMS Director )

*By J. T. PERCIO

J. T. Petcic, Attorney-in-Fact
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SIGNAT

ﬁ;::z Pursuant to the reqiirements of Section 13 or 15(d) ol the Securities Exchange
=l Act of 1934, the registtant has duly caused this report to be signed on its

~ behalf by the uadersigned, thereunto duly authorized.

s THE CLEVELAND ELECTRIC ILLUMINATING COMPANY
i? Registrant

. March 27, 1992 By *LYMAN C. PHILLIPS, President and Chief

Executive Officer

k3! Pursuant to the requirements of th. Securities Eichange Act of 1934, this re-
port has been signed below by the folloving persons on behalf of the regi-
strant and in the capacities and on the date indicated:

Signature Title Date
b Principal Executive Officer: )
ks
k *LYMAN C. PHILLIPS President and Chief )
E‘: Executive Officer )
g Principal Financial Officer: )
# *EDGAR H. MAUGANS Vice President and )
. Chief Financial ) March 27, 1992
;' Officer J
!
; Principal Accountving Officer: )
j *PAUL G. BUSBY Controller )
ﬁ
i Directors: )
-
= *ROBERT J. FARLING Director )
! *EDGAR H. MAUGANS Director )
;‘: LYMAN C. PHILLIPS Directos )
g *By J. T. PERCIO
J. T. Percio, Attorney-in-Fact
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SIGNATURES

Pursuant to the requirements of Section 12 or 15(d) of the Securities Exchange
Act of 1934, the tegistrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized,

. THE TOLEDO EDISON COMPANY
i Registrant

B March 27, 1992 By *LYMAN C. PHILLIPS, Chairman of the
; Board and Chief Executive Officer

p Pursuant te the requirements of the Securities Exchange Act of 1934, this re-
' port has been signed belov by the folloving persons on behalf of the regi-
strant and in the capacities and on the date indicated:

f Signature Title Date
- Frincipal Executive Officer: )
5 *LYMAN C, FHILLIPS Chairman of the Board )
: and Chief Executive )
| Officer )
: Principal Financial Officer: )
| *EDGAR H., MAUGANS Vice President and )
T Chief Financial )
[ Officer )
{ Principal Accounting Officer: ) March 27, 1992
i *PAUL G, BUSBY Controller )
! Directors: )
i *ROBERT J. FARLING Director )
!
; *EDGAR H. MAUGANS Director )
*LYMAN C. PHILLIPS Director )
*DONALD H. SAUNDERS Director )

*By J. T. PERCIO
J. T. Percio, Attorney-in-Fact

;
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To the Share Owners a..d Board of Directors of
Centenor Energy Corporation:

We have audited the accompanying consolidated
balance sheet and consolidated statement of
cumulative preferred stock of Centenor Energy
Corporation (an Ohio corporation) and subsidiaries
as of December 31, 1991 and 1990, and the related
consolidated statements of income, retained earnings
and cash Aows for each of the three vears in the
period ended December 31, 1991, These financial
statements and the schedules referred to below are the
responsibility of the Company's management. Our
responsibility is to express an opinion on these
financial statements and schedules based on our
audits,

We conducted our audits in accordance with
generally accepted auditing standards. Those
standards. require that we plan and perform the audit
to obtain reasonable assurance about whether the
inancial stutements 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 aiso includes
assessing the accounting principles used and
significant estimates made by management ., well as
evaluating the overall financial statement
presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to
above present fairly, in all material respects, the
fAinancial position of Centerior Energy Corporation
and subsidiaries as of December 31, 1991 and 1990,
and the results of their operations and their cash flows

Cleveland, Ohio
February 14, 1992

(Centerior Energy)
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tor each of the three years in the period ended
December 31, 1991, in conformity with generally
accepted accounting principles.

As discussed further in the Summary of Significant
Accourting Policies and Note 12, a change was made
in the method of accounting for nuclear plant
depreciation in 1991, retroactive to January 1, 1991

As discussed further in Note 3(c), the future of
Perry Unit 2 is undecided. Construction has been
suspended since July 1985. Various options are being
considered, including resuming construction,
converting the unit tn a nonnuclear design, sale of all
or part of the Company's ownership share, or
canceling the unit. Management can give no assurance
when, if ever, Perry Unit 2 will go in service or
whether the Company’s investment in that unit and a
return thereon will ultimately be recovered,

Our audits were made for the purpose of formiry
an opinion on the basic iinancial statements taken as
a whole. The schedules of Centerior Energy
Corporation and subsidiaries listed in the Index to
Schedules are presented for purposes of complying
with the Securities and Exchange Commission’s rules
and are not part of the basic financial statements
These schedules have been subjected to the auditing
procedures applied in the audits of the basic financial
statements and, in our opinion, fairly state in all
material respects the financial data required to be set
forth therein in relation 1o the basic fnancial
statements taken as 3 whole

Arthur Andersen & Cao

{Centerior Encrey )
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- Centerior Energy Corporation (Centerior Energy) 1s a

holding company with two electnic utilities as
subsidiaries, The Cleveland Electric [lluminating
Company (Cleveland Electric) and The Toledo
Edison Compnany (Toledo Edison). The consolidated
financial statements also include the accounts of
Centerior Energy's other wholly owned subsidiary,
Centerior Cervice Company (Service Company ), and
Cleveland Electric’s wholly owned subsidiaries. The
Service Company provides management. inancial,
administrative, engineening, legal and other services
at cost to Centerior Energy, Cleveland Electric and
Toledo Edison. Cleveland Electric and Toledo Edison
(Operating Companies) operate as separite
companies. each serving the customers in its service
area. The preferred stock, first mortgage bonds and
other debt obligations of the Operating Companies
cortinue to be outstanding securives of the issuing
utility. All significant intercompany items have been
eliminated in consolidation
Centerior Energy and the Operating Companies
follow the Uniform System of Accounts prescribed by
the Federal Energy Regulatory Commission (FERC)
and adopted by The Public Utilities Commussion of
Ohio (PUCQ). As rate-regulated utilities, the
Operating Companies are subject to Statement of
Financial Accounting Standards 71 which governs
accounting for the effects of certain types of rate
tion. The Service Company follows the Uniform
System of Accounts for Mutual Service Companies
ibed by the Securities and Exchange
“ommission {SEC) under the Public Utility Holaing
Cmnﬂ;::ny Act of 1635
e Operating Companies are members of the
Central Area Power Coordination Group (CAPCO).
Other members include Duguesne Light Company
(Duquesne), Chic Edison Company (Ohio Edison)
and Ohic Edison's wholly owned subsidiary,
Pennsyvlvania Power Company (Pennsylvania
Power). The members have constructed and operate
generation and transmussion facilities for the use of
the CAPCC companies,

REVENUES

Customers are billed on a monthly cycle basis for their
energy consumption based on rate schedules or
contracts authorized by the PUCQO or on ordinances
with individual municipalities. An accrual s made at
the end of each month to record the estimated
amount of unbilled revenues for kilowatt-hour rales
rendered in the current month but not billed by the
end of that month,

A fuel factor is added to the base rates for electric
service. This factor is designed to rccover from
customers the costs of fuel and most purchased
power, It is roviewed and adjusted semiannuaily in a
PUCO proceeding

Operating revenues include certain whaolesale
power sales revenues in accordance with 2 FERC
clarification of reporting requirements. Prior to 1991,
these bulk power sales transactions were netted with
purchased power transactions and reported as part

{ Centerior Energy )
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of fuel and purchased power expense. The amounts
far prior years have also been reclassitied 1o conform
with current reporting requirements See Note 13,

FUEL EXPENSE

The cost of fossi] fuel is charged to fuel expense based
on inventory usage The cost of nuc'=ar fuel,
including an interest component, is charged to fuel
expense based on *he rate of consumption. Estimated
future nuclear fuel disposal costs are bring recovercd
through the base rates.

The Operating Companies defer the differences
between actual fuel costs and estimated fuel costs
currentty being recovered from customers through the
fuel factor. This matches fuel sxpenses witn fuel-
related revenues.

PRE-PHASE-IN AND PHASE-IN DEFERRALS
OF OPERATING EXPENSES AND
CARRYING CHARGES

The PUCO authorized the Operating Companies to
record, as deferred charges, certain operating expenses
and carrying charges related to Perry Nuclear Power
Plant Unit 1 {Perry Unit 1) and Beaver Vauey Power
Station Unit 2 (Beaver Valley Upit 2) from their
respective in-service dates in 1987 through December
198R. Amaortization and recovery of these defetrals
{cailed pre-phase-in deferrals) began in January 1989
in accordance with the lanvary (989 PUCQO raie
orders discussed in Note 6. The gmortization: wiil
continue over the lives of tho related property,

As discussed in Note 6, the fanuary 1989 TUCO
rate orders for the Operating Comparies included
approved rate phase-in plans for Laeir investments in
Perry Unit 1 and Beaver Valley Unit L. On January 1,
1989, the Operating Companies began recording the
deferrals of operating expenses and interest and
equity carrying charges on deferred rate-based
investment pursuant to the phase-n plans. These
deferrale {calied phase-in deferrals} wiil be recovered
b, December 31, 1998

DEPRECIATION AND AMORTIZATION

The cost of property, plant and pguipment is
depreciated over their estimated uik u! lives on a
straight-line basis. Prior to 1991, orly nennuclear
property, plant and ejuipment was depreciated on a
straight-line basis as depreciation sxpense for the
nuclear generating units was based on the units-of-
production method

The annual straighi-line depreciation prevision for
nonnuclear property expressed as & percent of
average depreciable utility piant in service was 3.4%
in 1991, 3.3% in 1990 and 3.9% in 1989 The rate
deciined ‘0 1990 because of a PUCU-approved change
in depreciation »ates -effective Jaruary 1, 1990,
attributable to longe: estimated lives for nonnuclear
property. See Note 13.

In 19490, the Nuclear Regulatory Coanmission
(NRC ) approved a six-year extens | 1 of the operating
I'cense tor the Davis-Besse Nuclear Mower Station
Davis-Besse), The PUCO approved a change in the
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units-of -prodduction depreciation rate for Davis
besse, effecive Janvary 1, 1990, which recognized the
ife extension. See Note 13

Effective January 1, 1991, the Operating
Companies changed their method of accounting for
nuclear plant depreciation from the units-of-
production method to the straight-line method at
about a 3% rate. The PUCO approved this change
in accounting method for each Operating Company
and subsequently approved a change to lower
the 3% rate to 2.5% for the three operating nuclear
units retroactive to January 1, 1991, See Notes 12
and 15,

The ating Companies use external funding
of future missioning costs for their operating
nuclear units pursuant to a PUCO order. Cash
contributions are made 10 the funds on a straight-line
basis over the remaining licensing penod for each
unit. Amounts currently in rates are based on past
estimates of decommissioning costs for the Operating
Companies of $122,000,000 in 1986 dollars for Davis-
Besse and $72.000,000 and $63,000.000 in 1987
dollars for Perry Unit 1 and Beaver Valley Unit 2,
respectively. Actual decommissioning costs are
expected te si?\iﬁcamly exceed these estimates.

It is expected that increases in the cost estimates will
be recoverable in rates resulting from future rate
proceedings. The current level of expense being
tunded and recovered from customers over the
remaining licensing periods of the units is
approximately $8.000,000 annually. The present
funding requirements fur Beaver Valiev Unit 2 also
satisfy a similar commitment made as part of the sale
and leaseback transaction discussed in Note 2.

FEDERAL INCOME TAXES

The financial statements reflect the liability method of
accounting for income taxes. The liability method
requires that our deferred tax liatilities be adjusted
for subsequent tax rate changes and that we record
deferred taxes for all temporary differences between
the book and tax bases or assets and labilities. A
portion of these temperary differences are attributable
to property-related timing differences that the PLCO
used to reduce prior years' tax expense for
ratemaking purposes whereby no deferred taxes
were collected or recorded. Since the PUCO practice
permits recovery of such taxes from customers when
they become payable, the net amount due from
customers has been recorded as a regulatory asaet

in deferred charges. A substantial portion of this
amount relates to differences between the book and
tax bases of utility plant. Hence, the recovery of these
amounts will take place over the lives of the relatea
assets.

Investment tax credits are deferred and amortized
over the estimated lives of the applicable property
The amortization s reported as 3 reduction of
depreciation expense under the liability method.
See Note 7.

{Centerior Energv

DEFERRED GAIN AND LOSS FROM
SALES OF UTILITY PLANT

The Operating Companies entered into sale and

leaseback transactions in 1987 for the coal-fired Bruce

Mansfield Generating Plant (Mansfield Plant) and
Beaver Valley Unit 2 as discussed in Note 2. These
transactions resulted in a net gain for the sale of
Manstield Plant and a net loss for the sale of Beaver
Valley Unit 2, both of which were deferred. The
Operating Companies are amortizing the applicable
deferred gain and loss over the terms of leases under
sale and leaseback agreements. The amortizations
along with the lease expense amounts are recorded as
other operation and maintenance expense

INTEREST CHARGES

Debt interest reported in the Income Statement does
not include interest on nuclear fuel obligations
Interest on nuclear fuel obligations for fuel under
construction is capitalized. See Nate 5,

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

FROFERTY, PLANT AND EQUIPMEN'I

Property, plant and equipment are stated at orignal
cost less any amounts ordered by the PUCO to b.
written off. Included in the cost of construction are
items such as related payroll tixes, pensions, funge
benefits, management and general overheads and
allowance for funds used during construction
(AFUDC). AFUDC represents the estimated
composite debt and equity cost of funds used to
finance construction. This noncain allowance is
credited to income, except for certain AFUDC for
i"erry Nuclear Power Plant Unit 2 (Pery Unit 2) See
Note 3{c), The gross AFUDC rates averaged 10.7% in
1991, 10.8% in 1990 and 11.2% in 1989,

Maintenance and repairs are charged t. expense as
incurred. The cost of replaciog plant and equipment
is charged to the utility plan® accounts. The cost of
property retired plus remova’ costs, after deducting
any salvage value, is chargec to the accumulated
provision ior depreciation

RECLASSIFICATIONS

Certain reclassifications have been made to prior
vears’ financial statements to make them comparable
with the 1991 financial statements and consistent
with current reporting requirements. These include
reclassihcations reiated to certain wholesale power
sales revenues as discussed previously under
Revenues” and accumulated deferred rents as
discussed 1n Note 2

(Centerior Energy )
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~ RESULTS OF OPERATIONS
- Overiew
i % January 1989 PUCO rate orders for the Operating

: panies, as Jiscussed in Note 6, were designed to
I us 10 begin recovering in rates the cost of, and
earn a fair return on, our allowed investment in
Perry Unit 1 and Beaver Valley Unit 2. The rate
orders, which provided for three rate increascs,
h;?wwad revenues and cash flows ‘n 1989, 1990 and
1991 from the 1988 levels. However, as discussed in
the first four paragraphs of Note 6, the phase-in

ns were not designed to improve earnings hecause
gains in revenues from the hi raes and assumed
sales growth are initally offset by a corresponding
reduction in the deferral of nuciear plant operating
expenses and carrying charges and are suﬁzequemly

se! by the amortization of such deferrals.

Although the phase-in plans had a positive efiect
on revenues and cash flows, there are 3 number of
fa.cors that exerted a negative influence on earnings
in 1991 and will continue 1o present significant
earnings challenges in 1992 and bevond. One such
factor 1 rolated to facilities placed in service after
February 1988 and not included in rate base. The
Operating Companies are reguired to record interest
charges and deprecation on these facil:ties as current
expenses even though such items are not vet
recovered in rates We also are facing the challenge of
competitive forces, including new inttiatives to create
municipal electric systems. The nred to meet
competitive threats, coupled with a desire to
encourage economuc growth in the service area, is

rompting the Operating Companies to enter into an

ncreasing nuinber of contracts having reduced rates
with certain large customers. Competitive forces also
prompted Toledo Edison to implement rate
reduction: in 1991 for residential and small
commercial customers, Factors beyond our control
also having a negative influence on earnings are the
economic recession, the effect of inflation and
incveases in taxes, other than federal income taxes,

We have taken several steps to counter the adverse
effects of the factors discussed above. We have
implemented mos! of the recomuendations of the
management audit discussed in Note 6 and have
taken other actions which reduced other operation
and maintenance expense by approximately
62,000,000 tn 1991, As discussed in the Summary of
Significant Accounting Policies and Note 12, we
sought and received PUCO approval to lower vur
nuclear plant depreciation expense in 1991 1o a level
more closely aligned with the amount being
recovered in rates. Inaddition, we have increased o
efiorts to sell power to other utilities which, in 199]
resulted in approximately $33.000.000 of revenues in
excess of the cost of providing the power

Despite the positive aspects of the measures
discussed above, more must be done fo maintain
eamnings. Continuing cost-reduction effors will be

necessary to lessen the negative pressures on

earnings. We are agaressively seeking iong-term
power contracts with whaolesale customers to further
enhance revenuss, To cournter the effects of delavs in
recovering new investment sinde 1988 and related
COsts in rates, we have requestedt PUCO approval to
accrue post-in-service carrvmg costs and defer

{Centerior Energy )
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recogmized in rates. PUCO action on this request has
been postponed under the joint recommendation
approved by the PUCO discussed below

In December 1991, the 'UCQO approved a joint
recommendation of the Operating (t.nmpan‘wa and
customer répeesentative groups involved in the 19¥4
rate case seftlement. The joimt recommendation
sought to secure ar mtenm resalution of then-
pending accounting apphcations in 1991 and to
establish a framework for resolving accounting issues
and related matters on a longor-term basis (i.e,, 1992
1995)  As part of this joint recommondation, the
Operating Companies agreed 0 =it their combined
1992 other aperation and maintenance expenses and
capitar expenditures to $1,050.000,000, exclusive of
compliance costs related to the Clean Air Act
Amendinents of 1990 (Clean Air Act). Other
operation and maintenance expensss and capital
expenditures tataled $1.005.000.000 in 1991 The
Operating Companies and the customer
representative groups also agreed to an ongoing
review of our business operations, financial condition
and accounting practices. This effor, with the
participation of *he PUCO staff. is directed at the
maintuns e and ultimate tmprovement of Guar
nnancial condition. the improvement of the
effhiciency of our operations, and the delay and
mimimization of future rate increases. The Operating
Compunies also agreed not to seek any base rate
increase that would become effective before 1993

We continuzily tace competitive threats from
municipal electric systems within our service territory,
a challenge intensihed by municipal access to low-
cost power currently available on the wholesale
market. As part of our competitive strategy, we are
strengthening programs that demonstrate the added
value inherent in our service, bevond what one might
receive from a municipal electric svstem. Such
programs incude providing services to communities
to helr them retain and attract businesses, providing
consulting services to customers to improve their
energy emciency and develrping demand-side
management programs. 1o counter new
munmecipalizaton mihatives, we are also stressing the
financial nsks and uncertainties of creating a
municipal svstem and our superior reliability and
Service.

Annual sales growth is expected to average about
2% for the next several years, contingent on tuture
economic events. Recognizing the linutations
imposed by these sales projections and current
competitive pressures. we will utilize our best efforts
to minimize future rate increases through cost-
reduction and quality -of service efforts and exploring
other innovative options. Eventually, rate increases
will be necessary to recognize the cost of pur new
capital investment and the effect of inflation

1991 vs. 1990

Factors contributing to the 5.5% increase in 1991
eperating revenues are as follcws

'L,E.‘}'.Lf’;‘ﬂ"_ Q_F_sf:anvm Rr\'e‘n:yﬁ Increasy
Base Hates and Miscolignsoys § N6 00 DU
Sales Vojume angd Mix B INKLDO0
Whalesiale Sales 19,000 000

$1 5000000
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| m increases in hmé rates and miscellaeous

resulted primarily from the January 1989
for ¢ %ormin&Cummnm, The

ruc _aprmved rate increases of M effective in
‘ ry 1990 for both companies and rate increases

of 4.38% for Cleveland Electric and 2 4% for Toledo

Edison effective in February 1991 However, as part of

- Toledo Edison's efforts 10 improve its competitive

{ in its service area, Toledo Edison waived its
74% rate increase Jor residential and small

 commercial customers and reduced it. residential rates

3% effective in March 1991 and by an additional
1% effective in Septomber 1991 See Note 6. Toaal
kilowatt-hour sales increased 1.2% in 1991 Residentia!
and conimerciai soles increased 4 7% and 4.8,
respectively, as 1 result of higher usage of cooling
equipment in resg.ans: to the vnusually warm late
spring and summer 1991 temperatures. The
commercial sa€s increase was also influenced by
spme improvement in the economy for the
commercial sector. Industrial sales declined 5% largely
because of the recession-driven slump in the steel,
auto and chemical industries. Other sales increased
9.1% because of increased sales to wholesale
customers and public authorities.

Operating expenses increased 3% in 1991, The
increase was mitigated by a reduction of $62,000,000
in other operation and maintenance exfense. resulting
primarily from cost-cutting measures. Offsetting this
decrease were an increase in federal income taxes
because of higher pretax operating income; an
increase in fuel and purchased power expense
resulting primarily from increased amortization of
previously deferred fuel costs over the amount
amortized in 1990; an increase in taxes, other than
federal income taxes, resulting from higher property
and gross receipt taxes and accraals for Pennsvivania
tax increases enactedd f:n ﬁug;;st#%l; tl“d l;)we:‘
operating expense deferrals for Perry Unit 1 an
ﬂeave?vu‘lley Unit 2 pursuant to the january 1989
PUCO rate orders.

Credits for carrying charges recorded i~
nonoperating income decreased in 1991 because
greater share of our investments and leasehold
Interests in Perry Unit 1 and Beaver Valley Unit 2
were recovered in rates. The federal income tax
provision related to nonoperating income increased
mainly because the 1990 provision was reduced by
$37522,000 for federal income tax adjustments
associated with previously deferred investment tax
credits relating to the 1988 write-off of nuclear plant.

1990 vs. 1989
Factors contributing to the 2 8% increase in 1990
operating revenues are as follows:

Increase
Chunge in Operating Revenues {Decrease |

Base Rates and Miscellaneoo £152,000.000

Saies Volume and Mix . . .. .. {54,000.000 )
Perry Lkt 1 Capaaire Sales to Ohio Edison

and Pennsyivania Powe; . & _{32,000,000)

§ of (00000

P e

The major factor accounting for the increase in
operating revenues was related to the [anuary 1980
rate_orders for the Operating Companies. The
PUCO approved rate increases for the Operating

(Centerior Energy )
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Corapanies of 9% effective in February 1989 and 7%
effective in February 1990, The associated revenue
increase in 1990 was partially offset by reduced
covenues resulting trom a 4.1% decrease in total
kilowatt-hour sales. Industrial sales decrecsed 2 8%
because of the recession beginning in 1990,
Residential sales decreased 2.1% as seasonal
temperatures were more moderate in comparison 1o
the prior year's temperatures, resulting in reduced
customer heating and cooling-related demand.
Commercial sales inceased 03% as increased
demand from new all-electnc office and retail space
was offset by the effects of mild weather. Other sales
activity decreased 18.6% as a result of lower
wholesale sales caused in part by Toledo Edison's
rwdcipal utility customers satisfving a greater
portion. of their power needs from other sources The
Increase in revenues was also partially offset by the
loss of revenues related to the May 1989 expiration of
Cleveland Electric’s agreement to sell a portion of its
share of Perry Unit 1 capacity to Ohio Edison and
Mennsylvania Power,

Operating expenses decreased 0.3% in 1990,
Depreciation and amortization expense decreased
primarily because of lower depreciation rates used
in 1990 for nonnuclear and Davis-Besse

aperty attributable 1o long.r estimated lives ard
because of longer nuclear generating unit refueling
and maintenance putages in 1990 than in 1989
Federal income taxes decreased primarily because of a
decrease in pretax operating income. These
decreases in operating expenses were partally offset
by an increase in taxes, other than federal income
taxes, resulting from higher property and gross
receipts taxes, and by lower operating expense
deferrals for Perry Unit 1 and Beaver Valley Unit 2.

Credits for carrving charges recorded in
nonoperating income decreased in 1997 because a
greater share of our investments and leasehold
mnterests in Perry Unit 1 and Beaver Villey Unit 2
were recovered in rates. The decrease in the federal
income tax provision related 10 nonoperating income
was the result of a decrease in pretax nonoperating
income and federal income tax adjusiments of
$37.522,000 associated with previously deferred
investment tax credits relating 1o the 1988 write-off of
nuciear plant. Other income and deductions, net,
d;;wovasm printarily because of less interest income in
1

EFFECT OF INFLATION

Aithough the 1ate of inflation has eased in recent
vears;, we are still affected by even modest inflation
since the regulatory pro. «ss introduces a time-lag
during which increased custs of owr labor, maerials
and services are not reflected in rates and recovered
Moreaver, regulation allows only the recovery of
historical costs of nlant assets through depreciation
even though the costs to replace these assets would
substantially exceed their historical costs in an
inflationary economy.

Changes in fuel costs do not affect our resulis of
operations singe those costs are deferred uniil
reflected in the fuel cost recovery factor included in
customers’ bills

{Centerior Energy)
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 Operating Revenwes .. ... ............................
Operating Expenses

Fuel and purchased power .
Other operation and maintenance . ...... . ... ... .....
Depreciation and amortization ... ... ... .. ... L
Taxes, other than federal income taxes .. ... ... ... .. .
Phase-in deferred operating expenses ... ... .. ... . Ty
Amortization of pre-phase-in deferred costs ... ...

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

CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

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

For the vears ended December 31,

R T T S S L R S U S

Operating Incame .. .. ..., ...
Nonaoperating Income
Allowance for equity funds used during construction . ..

Other income and deductions, net .................... ..
Phase-in carrying charges ... ... ... ... oo
Federal income taxes — credit (expense) . ..., ... . .. o

Income Before Interest Charges and Preferred Dividends

Interest Charges and Preferred Dividends
Debt interest .

Allowance for bmowpd ﬁmds used dunng mnstr.nctnon

Preferred dividencd requirements of subsidiaries .. .. .

Average Nu»iber of Common Shares Outmndmg

T L R
Earmings Per Common Shave ... ... ...... ... .. .. ... . ...

Dividends Declared Per Common Share .. .. .. ... .. . .

Retcinea Earnings

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

Balance at Beginrirg of Year. .
Additions
e | R SRR ) R
Deductions
Common stock dividends . :
Otk ~r, primarily preferred slocL redemption expenses of
BRIBLORRIRE ~ 15 5 s e S By S ey s
Net Increase ..., ... .

Balance at End of Year ... .. ... ..

The accompanying notes and summary of significant accounting policies are an integral part of these -
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1991 1990 1989
(thousands of dallars, exeept per share amounits )
$2,560,252 $2427,441 $2,361,304

499,672 472297 472,65
801,225 §62,738 860,138
242,708 242,153 272,671
304,708 263,425 259,871
(22.222) (50.940) {74.555)
16,529 17272 16,335
137,581 96,076 122,388
1 980,202 1,923,021 F _1,929529
580,050 iy _59445_29 _i3| 775
9,351 7853 16,930
5,248 145 14,368
109,601 205,085 299,159
(30‘3;_9) _(12948) __A73,177)
93671 200165 257280
673,921 705,585 689 053
381,280 384,278 369,481
(5,248) (5,9923) (12,929
60,649 61841 65,617
436681 44012 422,160
§ 237,240 $ 264,459 § 260,886
P4 Pl eSS
139.104 138,885 140,468
e S paps st e ———————q
$ 171§ 1% s 1%
§ 160 $ 160 $ 160

For the years ended Dec. mber 31,

1991 1990 1989
{thousands of doilars)
§$ 654.836 $ 613,774 $ 37,882
237,240 264,459 266 586
(222,233) (222.482) (224,947)
_...[(966) e 1918) I ¢ 14
14,041 _ 1062 180
$ 668,877 $ 654,836 $ 613,774

atements.
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'CM’ITM. ‘-RESOURC,ES AND L’IQ‘UIDITY

In addition to our need for cash for normal corporate
operations, we continue to need cash for an ongoing

 program >f constructing new facilities and moditying

existing facilities to meet anticipated demand for
clectric service, comply with governmental
regulations and protect the environment. Cash s also
needed for the mandatory retirement of securities.
Over the three-year period of 1989-1991, these
construction and mandatory retirement needs totaled
approximately $1.250, 000.000. In addition, we
exercised vanous options to redeem and purchase
approximately $480,000.000 of our securities.

As a result of the January 1989 PUCO rate order..,
internally generated cash increased in 1989, 1990 and
1991 from the 1988 level. In addition, we raised
$1.463,000,000 through security issues and term bank
loans during the 1989-199] period as shown in the
Cash Flows statement. During the three-year period,
the Operating Companies also utilized their short-
term borrowing arrangements (explained in Note 11)
10 help meet their cash needs. Proceeds from these
nnancngs were used to help pay for our construction
program, to repay portions of short-term debt
incurred to finance the construction program, to retire.
redeem and purchase outstanding securities, and for
general corporate purposes.

Estimated cash requirements for 1992-1994 for
Cleveland Electric and Toledo Edison, respectively.
are $693,000,000 and $248,000,000 for their
construction programs and $464,000,000 and
$241.000,000 for the mandatory redemption of debt
and preferred stock. Addmomlly Cleveland Electric
has arranged to refund in 1992 $78,70(,000 principal
amount o« its First Mortgage Bonds, 13%4% Senes due
2012 by issuing an equal principal amount of frst

bonds due 2013 having an efiective interest

cost of 8.25%. Cleveland Electric and Toledo Edison

to finance externally abeut 50% of their total
1992 construction and mandatory redemption
requirements of approximately $286,000,000 and
$180,000,000, respectively. About 50-60% of the
Operating Companies’ 1993 anu 1994 requirements
are expected to be financed externallv. If economical,
additional securities may be redeemed under
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eptional redemption provisions. See Notes 10{d ) and
{¢) for information concerning limitations on the
issuance of preferred and preference stock and debt

Our cap tal requirements after 1994 will depend on
the implementation strategy we choose 1o achieve
compliance with the Clean Ai+ Act. Expenditures for
our optimal plan are estimated to be approximately
$190,000.000 over the 1992 2001 ; eriod. See Note
a(h).

We expect to be able to raise cash as needed The
availability and cost of capital to meet our external
financing needs, however, depends upon such factors
as Anancial market conditions and our credit ratings
Current securities ratings tor the Operating
Companies are as follows.

Standard Moody &
& Poor's itivestors
sopastion | Servies
Cleveland Elecing
First morigage bonds BAB~ Baa2
Preferred suwk B+ baal
Toledo Edison
First morigage bonds RBB- Raald
Unsecured notes Ahe Bal
Proferred stock Hi+ [

Barring unforeseen circumstances, we believe that
the rate orders and recent regalatory actions, coupled
with stnngent cost controls, have given us a
reasonable opportunity to achieve finanaal results
which should permit Centerior Energy to continue the
current quarteriv common stock dividend of $.40 per
share. Nevertheless, dividend action by our Board of
Directors will contirase to be decided on a guarter-to-
quarter basis after the evaluation of finaicial results,
potential earning capacity and cash flow. A write-off
of our investmernt in Perry Unit 2, as discussed in
Note 3(c). would not reduce our retained carnings
sufficiently to impair our ability to declare dividends
and would not affect our cash flow.

The Tax Reform Act of 1986 (1986 Tax Act)
provided for a 34% income tax rate in 1988 and
thereafter, a new alternative minimum tax (AMT) and
other changes that resulted in increased tax payments
and a reduction in cash flow dyring 1989, 1990 and
1991 because we were subject to the AMT,
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CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

i For the yvears ended December 31,

i 1991 1990 1989
e (thousands of dollars)
Cash Flows from Operating Activities (i) :
S LR TR e e R L P T § 237,240 § 264459 $ 266,886
Adyustments to Recnnciie Net Income to C ash from Operating
Activities:
DNepreciation and amortization . . ... .. ... 242,708 242,153 272,671
Deferred federal income taxes ... ... ... 85,331 142.190 181,240
Investment tax credits, net .. .. ... 42,860 (34.287) 1,179
Deferred and unbilled revenue. .. ... ... ... .. .. ..., (50,866) (60.792) (74.792)
Deferred fuel . .............. .. ..., =R I 17,648 (11,843) 25,086
Carrying charges capitalized ... .. .. . ... . ... ... (109,601) (205,085) (299,159)
Leased nuclear fuel amortization ... .. ....... ... ... 122,770 84,150 102,120
Deferrcd coerating expenses, ne* ... ... ... ... ... (5,693) (33,668) (58,220)
3 Allowance for equity funds used during construction ... ... (9,351) (7,883) (16.930)
! Amortization of reserve for Davis-Besse refund obligations
' BO CUSEOMMATE . . ... iche i e i ton i s it s dabe e — - (24,817)
Pension settlement gain ... . . o — (40,966) -
Changes in amounts due from customexs and othen net oy 14,007 (26,445) (13.486)
Changes in INVERIOMIES . ... ... o0ior oo (22,175) (29,015) (3,029)
Changes in accounts pavable . ..., .. .. ... ... ... .. (49,015) 45,654 (28,826)
Changes in working capital aﬁmmg operattons B Xt i 18,858 (24.913) 17,120
, Other noncash IeMS . ... ... . oo innns 1,396 7,184 7.77%
| Total Adjustments ............. ........... i 298,877 46,434 87,932
: Net Cash from Operating Activities. ... ... ... 536,117 310,893 354 818
: Cash Flows from Financing Activities (2)
| Bank loans, commercial paper and other short-term debt. . .. (109,903) 109,888 29
-' Debt issues:
: First mortgage bonds . .. .......... ... AN s 2 M ot e — 167.300 123,800
'! Secured medium-term rotes ., .. ..o 284,500 337,500 212,500
] Term bank loans and other long-term debt ... ... . ... . ... 108,365 31,000 40,000
z Preferred stock issues ... ..., L T e TR e - 125,000 - -
_Z' Common stock issues | 32,028 — 740
3 Reacquired common nock ....................... AR s (114 {25.601) (19,804)
Maturities, redemptions and sinking AINGS. .0 . (311,983) (395,287) (370,747)
Nuclear fuel lease and trust obligations ... ......... ... ... ... (115,623) (99,076) (86,589)
3 Common stock dividends paid ... .. ... ... . .. .. (222,233) (222.482) (224.947)
| Premiums, discounts and expenses .. .. ...................... {6,991) (7.360) (2,622)
| Net Cash from Financing Activities ... ....... ....... (216,954) (104,118) (327.640)
Z' Cash Flows from Investing Activities (2)
3 Cash applied to construction ... . ....... .. .. ceooo (189,244) (237 .436) (210,403)
=i Interest capitalized as allowance for borrowed funds used
, during construction ... ... .. L, W (5,248) (5.993) (12,929)
Other cash applied . . B 8 e o s (568) (13.211) (31,500)
-, Net Cash from lnvestmg Activities ................. (185060) (256,640) (254,832)
: Net Change in Cash and Temporary Cash h.vestments 124,103 (49.865) (227.654)
~ Cash and Temporary Cash Investments at Beginning of Year .. 53,278 103,143 330,797
[ Cash and Temporary Cash Investments at End of Year . $ 177,381 $ 53278  § 103143
E' (1) Interest paid (net of amounts capitalized) was $339,000,000, $297.000.000 and $242,000.000 in 1991, 1990 and

1989, respectively. Income taxes paid were $56,728,000, $21,185,000 and $9,058,000 in 1991, 1990 and 1989,

respectively,

(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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PROPERTY, PLANT AND EQUIPMENT

Utility plant in service. ... ............. ..., o
Less: accumulated depreciation and amomzatmn

Construction work in progress
Py AR o aie v s ik

Nuciear fuel, net of amortization ... .. .

Other property, less accumulated deprma! GR s e

CURRENT ASSETS

Cash and temporary cash investments ... ... . .. ..
Amounts due from customers and others, net ..

Unbilled revenues .. ......... ... ... ... A

Materials and supplies, at average cost . .. .. ..

Fossil fuel inventory, at average cost .

Taxes applicable to succeeding years . b A & ek b b
R e R e ety & i b 47w 8 3 2 o b b 5

DEFERRED CHARGES

Amounts due from customers 1or future federal income taxes, .

Unamortized loss from Beaver Valley Unit 2 sale . .
Unamortized ioss on reacquired debt ... ... ... . ..
Carrying charges and operating expenses, pre- phase in .

Carrying charges and operating expenses, phase T

Total Assets ... ..........

{Centerior Energy) F-10

1891

December 31,

1990

(thousands of dollats)

§ 8888219
2,274,489

6,613,730
215,855

.. 850,573
7,680,158

458,414

44,513
8,183,085

177,381
228,754
107,844
125,618

57,893
234,096

9,298
940,884

1,145,925
114,174
75,265
612,852
761,571

208,333
2,918,120

$12,042,089

§ 8636219
2,038,510
6,597,700

268,386

865,149

7,731,244
522,672

45452

§,299 368

53,278
242,761
80,866
108,758
52,578
218444

een

766,607

1,165,904
119,623
80,564
629,530
629,744
202,895

2,828,260

e g e ot et 4

$11,894,235
Ty

The accompanying notes and summary of significant accounting policies are an irtegral part of this statement.
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CCNTERIOR ENERGY CORPORATION AND SUBSIDIARIES

AU 4 December 31,
' 1891 1990
: (thousands of dollars)
CAPITALIZATION AND LIABILITIES
CAPITALIZATION
Common shares, without par value (stated value of $221.477,000
and $189.460.000 for 1991 and 1990, respectively ). 180,000,000
authorized; 140,160,000 (excluding 2,522,000 shares in
Treasury) and 138,401,000 (excluding 2,511,000 shares in
Treasury) outsundmg in 1991 and 1990, respemvelx $ 2,185,607 $ 2,155,197
Retained earnings . . ralla Soaal - /T Ve ___b68,877 654,836
Common stock equnty SRV Fatan k. o 502 y o e 2,854,484 2,810,033
Preferred stock
With mandatory redemption provisions .. .. T TRy 332,031 237,490
Without mandatory redemption provisions . . ... am s 4 b 427,334 427,334
Long-termdebt . ..o o 3,841,355 3,729,237
7,455,204 7,204,094
OTHER NONCURRENT LIABILITIES
Nuclear fuel lease obligations .. . ... .. 340,507 427,295
Other...... ..... 83147 . BLIN
23,654 508,694
CURRENT LIABILITIES
Current portion of long-term debt and preferred stock .. .. 216,333 214,138
Current portion of lease obligations L, e S v d 144,620 114.943
Notes payable to banks and others ... .. ..... ... ... ..., .. ‘s 191 110 794
TN T T e e T (e R T Pt Sy PR o K 147,810 196,825
T T R S et T Pt L N e 350,550 323,716
i FT e T e A e LT s (TR S 84,495 84,778
9 SRR = fousie i 3. P 055 ity Mg STl e I » 4% ol o 4 oS o ____57.683 73801
-f 1,001,682 1,118,295
DEFERRED CREDITS
# Unamortized investment tax credits . . . . - 366,047 336,136
L Accwnulated deferred federal income taxes ... ... ... .. : 1,784,749 1,730,954
i Reserve for Perry Unit 2 allowance for funds used during
e BORSIRRaR. - e e e Al 3 212,693 212,693
i Unamortized gain from Bruce Mansheid Plant sale ... ... .. 602,456 676,493
= Accumuiated deferred rents for Bruce Mansheld Plant and
i Beaver Valley Unit 2 . ........... .ooiiiieiinn 131,082 114,588
N L e ST .. 64,522 L A19%8
! _36LH9 306332
: Total Capitalization and Liabilities .. . ... ... $12.042,089 $11.894,235
I
:u
}
-
]
;.
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_ 1991 Shares Current December 31,
e Outsto® ding Call Price 169] 1990
. CITVELAND ELZCTRIC N
iy Without par value, 4,000,000 picterred shares authorized
s Subject to mandatory redemption-
fox 3 M Semma .00 170,000 $ 10000  § 17,000 § 18,000
i, 88.00 SeriesE... .......... 27,000 1,030.61 272,000 30,000
42 7500 Series F.\ . icvovivs. - NS -t 2.384
g 500 Series | |, ... .. ... - - — 13,779
,L ‘ 11350 Serims K. . .0 v aies - -_— p— 10,000
i Adjustable Seris M ....... .. .. 400,000 102.00 39,200 49,000
i 9125 Series N .. .. ... .. 750,000 105.07 73,968 73,968
[ ' 0180 Series Q ......... , 75 000 - 75,000 .
- B300 Series R.... .. ... .. 50,000 - 50,000 o
S 282,168 197,131
f?‘- Less. Current maturities 13,800 25,969
‘ _ ‘ 268,368 171,162
[ Not subject to mandatory redemption:
< $ 740 Series A ... ... .... 500,000 101.00 50,000 50,000
: 756 Series B... ... ... 450,000 102.26 45,071 45,071
! Adjustable Series ... ... .. .. .. 500,000 103.00 48,950 48,950
: Remarketed Series P...... ... ... 750 100,000,00 73,313 73,313
3 217,334 217,334
; TOLEDO EDISON :
k $100 % value, 3,000,000 preferred sh: res authorized and $25 par value,
- 000 preferred shares authorizi d
| Subject to mandatory redemption.
<. $100 par $11.00 .. ............ 24,825 101,00 2,483 3,483
F— v B8 o i iy o A 133,450 103.46 13,345 15,010
i Wpar 281 ... 2,000,000 26.56 50,000 50,000
; 65,828 68.493
b Les:: Current maturities 2,185 2,165
L _ . 63,663 66.328
‘. Not subject to mandatory redemption:
r $100 par $ 425 ... ........ .. 160,000 104.625 16,060 16,000
| SR A s 50 50,000 101.00 5,000 5,000
B B s 100,000 102.00 10,000 10,000
4 R R R 100,000 10246 10,000 10,000
b RO b = B i 150,000 102.437 15,000 15,000
; P 150,000 101,65 15.000 15,000
- e 190,000 101.00 15,000 19,000
. B pw 23 e 1,000,000 25,25 22,000 25,000
l ; SO - s 0 e S 1,400,000 2845 35,000 35.000
[ Series A Ad;ustable 1,200,000 25.75 30,000 30.000
b Series B Adjustable 1,200,000 25.75 /30,000 30,000
- CENTERIOR ENERGY 210000 20000
Without par value, 5,000,000 preferred shares authorized, rone outstanding —— -
z Total Preferred Stock, with Mandatory Redemption Provisions .. ...............  $332031  $237.4%
1 Total Preferred Stock, without Mandatory Redemption Provisions .. ... .. .. $427,334  $4273M

The accompanying notes and sumrnary of significant accounting policies are an intcgral part of this statement.

=i (s S Y S L St L T
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(1) PROPERTY OWNED WITH OTHER UTILITIES AND INVESTORS

The Operating Companies own, as tenants 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 right t0'a percentage of the generating
capability of each unit equai 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 its capacity rights to a utility which is

: ted to pay for such Lessor's share of the construction and operating costs. The Operating Companies’ share
of operating costs of these generating units is included in the Income Statement. Property, plant ard
equipment at December 31, 1991 includes the following facilities owned by the Operating Companies as tenants
in common with other utilities and Lessors:

Owner. Construction
In- Owner- ship Mlani Work in
Service ship Meya- Power in Progress and  Accumulated
Gererating Unit Date Share walls Source Service Suspended Deprecation
In Service: (thousands of dollars)
Seneca Pumped Storage .. . .. . e B0 00% 33 Hydro $ B2 $ e $ 19855
Eastlake Uit 5 .. . . .. vand. 1972 B8 80 41 Cna! 151,150 2199 -
Peery Unit 1 and Corumon Facilibes . 1987 510 L Miuclear 2546320 5,687 110,601
Beaver Valley Unit 2 and Comrron
Facilities (Note 2) . . ... y 1987 %12 FAL] Nudear 1,358 606 7.150 167,083
Construction Suspended:
Perey Unit 2 (Note 3(c1) ... . Uncertain 5i.02 618 Nucleas S R505.3 -
$4.113.8)% $Ros, 639 $497 559
=TEaTTmo R4 =St

Depreciation ‘or Eastlake Unit 5 has peen accumulated with all other nonnuclear depreciable propery rather
than by specific inits of depreciable prope -ty

Efiective May 1. 1991, FERC aprroved .1 agreement under which Cleveland Electric is selling the power from
its share of the Seneca Power lant to two subsidiaries of Gen »ral Public Utilities Corporation through 1993,
Revenues from this transaction were $16,000,000 in 1991

Ohi~ Edison and Pennsylvania Power purchased 80 megawatis of Cleveland Flectric's capacity entitlement in
P Unit 1 fromi November 1987 through May 1959, Revenues from this transaction were $31,831,000 in 1989,

u%e ownership share of Perry Unit 2 set forth above does not reflect Cleveland Electric's acquisition of

Duquesre’s 13.74% ownership share in February .992. See Note 3(c)

(2) UTILITY i LANT SALE AND LEASEBACK TRANSACTIONS

s a result of sale and leaseback transactions payments are now classified as accumy ted deferred
completed in 1987, the Operating Companies are rents on the Balunce Sheet. Previously, the excess was
co-lessees of 18.26% (150 megawatts) of Beaver Valley included in accounts pavable.
Unit T and 63% (51 megawaits), 459% (358 The Operating Companies are responsible under
megawatts) and 44.38% (355 megawatts) of Units 1, 2 these leases for paving all taxes, insurance
and 3 of the Mansfield Plant. respectively, all for premiums, operation and maintenance costs and all
terms of about 294 years. other similar costs for their interests in the units sold
Future minimum lease payments under these and leased back. The Operating Companies may incur
operatir g leases at December 31 1991 are summanzed additional costs in connection with capital
as follows: improvements to the units. The Operating
Yea Amount Companies have optiens to buy the interests back at
i (thousands of dollars) the end of the leases for the fair market value at that
o R MG S . $ 173,000 time or to renew the leases. Additional lease
1993 : 174.000 provisions provide other purchase options along with
1994 ... o . 174,000 conditions for mandatoiy tar; ination of the leases
:;: Ly SPEINS s Teans sk Hg (and possible repurchase of the ieasehold interests)

Gl W . ol e iy 3,996,000 for events of defaull. These events of default include
Tonal Futare Minifvam S noncompliance with several financial covenants
Lease Payments . ... . 34,865 000 affecting Cententor Energy and the Operating
R Companies contained in an agreement relating to a
Semiannual lease payments conform with the Jetter of credit issued in connection with the sale and
payment schedule for each lease leaseback of Beaver Valley Unit 2, as amended in

Rental expense is accrued on a straigh*-line basis 1989. See Note 10(e),
over the terms of the leases. The amounts recorded in Toledo Edison is selling 150 megawatts of its
1991, 1990 and 1989 as annual rental expense lor the Beaver Valley Unit 2 leased capacity entitlement to
Mansfield Plant lease< and the Beaver Valley Unit 2 Cleveland Electric. This saie commered in 1988
lease were $114.564,000 and $72,276,000, respectively. and we anticipate that it will continue at least until
Amounts charged to expense in excess of the lease 1998
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(3) CONSTRUCTION AND CONTINGENCIES

(2} CONSTRUCTION PROGRAM

Tihie estimated cost of our construction program for the
19921994 period is $991,000,000, including AFUI™C
of $50,000,000 and excluding nuclear fuel.

In an agreement approved by the PUCO, the
Owerating Companies have agreed to limit their
combined 1992 other operation and maintenance
expenses and capital expenditures to $1,050,000,000,
exciusive of compliance costs related to the Cleon Air
Act. Within this limitation, capital expenditures are
budgeted at $250.000,000, exclusive of the Clear Air
Act compliance costs.

{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 fossil-fueled electric
generating unite. The Clean Air Act will require that
sulfur dioxide emissions be reduced in two phases
Over a ten-year period.

We have develeped a compliance strategy which
will be submitted to the PUCO for review in April
1992 We will also seek United States Environmental
Protection Agency approval of Phase | plans in 1993
The compliance plan which results in the least cost
and the greatest flexibility provides for compiiance
with both phases through 2001 by greater use of low
sulfur coal at some of our units and the banking of
emission allowances. The plan would require capital
expenditures over the 1992-2001 period of
approxamately $190,000,000 for nitrogen oxide control
equif "ent, emissior monitoring equipment and
plant modifications. In addition, higher fuel and other
operation and maintenance expenses would be
incurred. The least cost plan also calls for Cleveland
Electric to place in service after 2001 a scrubber or
other sulfur emission reduction technology at one of
its generating plants. The rate increase associated with
the capital expenditures and higher expenses would
be about 1-2% in the late 1990s and another increase
atter the year 2000, for an aggregate rate increase in
the range of 3-6%. Cleveland Electric would incur
substantially more of these costs than Toledo Edizon.

Our final compliance plan will depend upon future
environn ental regulations and input from the PUCO,
other regulatory bodies and other concerned entities,
If a plan other than the least cost plan is required,
significantly higher capital expenditures could be
required during the 1992-2001 period.

We believe that Ohio law permits the recovery of
compliance costs from customers in rates.

f¢) PERRY UNIT 2

Perry Unit 2, including its share of the common
facilities, is approximately 50% complete. Construction
of Perry Unit 2 was suspended in 1985 pending future
consideration of various options, including
resumption of full construction with a revised
estimated cost, conversion 10 a nonnuclear design,
sale of all or part of our ownership share, or
cancellation. No option may be implemented without
the unanimous approval of the owners. In October
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NIRRT N i E—

PR — T, — A E——

1991, Cleveland Electric, the company responsible for
the construction of Perry Unit 2, applied for a ten-
year extension of the construction permit which was
to expire in November 1991, Under NRC regulations,
the construction permit will remain ir effect while
the application 1s pending. We expect the NRC to
grant the extension

I February 1992, Cleveland Electric purchased
Duquesne’s 13 74% ownesship share of Perry Unit 2
tor §3,324.000. This | rchase increased the Operating
Companies’ ownership share of the uni. o 64 76%,
with the iemainder owned b - Ohio Edison and
Pennsylvania Power. The purchase does not signal
ary plans to resume construction of Perry Unit 2, but
rather our intent to keep our options open. Duquesne
had stated that it would not agree to resumption of
construction of the unit,

If Perry Unit 2 were to be canceled, then our net
investment in the unit (less any tax saving) would

ove to be written off. We estimate that such a write-
off, based on our investmen! in this unrit as of
December 31, 1991 and after adjustment for the
February 1992 purchase of Duquesne’s ownership
share, would have been ehout $438,000,000, after
taxes. See Notes 0(d) and (¢) for a discussion of
potential vonsequences of such a write-cff,

I a decision is made to convert Perry Unit £ to a
nonnuclear design in the future, we would mxpect to
write-off at that time a portion of our investment for
nuclear plant construcicn costs net fr2 ' ferable to the
nonnuclear construction project.

Beginning in July 1985, Ferry Unit 2 AFUDC was
credited to a deferred income account until January 1,
1988, when the accrual of AFUDC was discontinued.

{d) SUPERFUND SITES

The Comprehensive Environmental Response,
Compensation and Liability Act of 1980 as amended
(Superfund) established programs addressing the
cleanup of hazardous waste disposal sites, emergency
preparedness and other issues. The Operating
Companies are aware of their potential involvement
in the cleanup of nine hazardous waste sites. The
Operating Companies have recorded reserves based
on estimates of their proportionate responsibility for
these sites. We believe that the ultimate outcome of
these matters will not have a material adverse effect
on our financial condition or results of operations.

(4) NUCLEAR OPERATIONS AND
CONTINGENCIES

(a) OPERATING NUCLEAR UNITS

Our interests in nuclear units may be impacted by
activities or events bevond our control. Operating
nuclear generating units have experienced unpilanned
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 to limit
or prohibit the operation, construction or licensing of
any nuclear unit. If one of our nuclear units is taken
out of service for an extended period of t ne for any
reascn, including an accident at such unit or any
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 other nuclear facility, we cannot predict whether
~ regulatory authonties would impose unfavorable rate
~treatment such as taking our affected unit out of rate
 base or disallowing certain construction or

maintenance costs. An extended outage of one of our
nuclear units coupled with unfaverabie rate
treatment could have a materia' adverse effect on our
financial position and results of operations.

(b} NUCLEAR INSURANCE

The Price-Anderson Act limits the liability of the
owners of a nuclear power plant to the amount
provided by private insurance and an i dustry
assessmen’ nan. In the event of a nuclear incident at
any unit in .ne United States resulting in losses in
excess 0l the leve! of private insurance (currently
$200,000,000), our maximum potential assessment
under that plan (assuming the other CAPCO
companies were to contribute their proporaonate
share "any assessment) would be $129.257,000 (plus
any inflation adjustment) per incident, but is limited
0 $19.540,000 por year for each nuclear incident.

The CAPCO companies have insurance coverage
for damage to property at the Davi<-Besse, Perry and
Beaver Valiey sites (including leased fuel and clean-
up costs). Coverage amounted to $2.515,000,000 for
each site as of Janua-y 1, 1992. Damage to properiy
could exceed the insurance coverage by a substantial
amount, If it does, our share of such excess amount
could have a material adverse effect on our financial
condition and results of operations

We also have extra expense insurance coverage
which includes the incremental cost of any
replacement power purchased (over the costs which
would have been incurred had the units been
operating) and other incidental expenses after the
occurrence of certain types of accidents at our
nuclear units, The amounts of the coverage are .00%
of the estimated 2xtra exense per week during the
52-week period starting 21 weeks after an acadent,
67% of such estimate per week for the
next 52 weeks and 35% of such estimate per week for
the next 52 weeks. The amount 1nd duration of extra
xpense could substantially exceert the insurance
coverage.

(3) NUCLEAR FUEL

The Operating Companies have inventories for
nuclear fue! which should provide an adequate suppiy
into the mid-1990s Substantial additional nuciear
fuel must be ouvained to supply fuel for the remaining
useful lives of Davis-Besse, Perry Unit | and Beaver
Valley Unit 2. More nuclear fuel weuld be required
if Perry Ur®t 2 were completed as a nuclear generating
unit,

In 1989, existing nuclear fuel financing
arrangements for the Operating Companies were
refinanced through leases from a special-purpose
corporation. The total amount of Anancing currentlv
available under these lease arrangements is
$509,000.000 ($309.000,000 from intermediate torm
notes a-~d $200,000,000 from bank credit
arrangements), although financing in an amount up
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| to $900.000,000 1s permitted. The intermediate-term

notes raature in the period 1993.1997. The bank credit
arrangements are cancelable on two years' notice by
the lenders. As of December 31, 1991, $490,000.000 of
nuclear fuel was financed The Operating Companies
severally lease their respective portions of the
nuclear fuel and are obligated 10 pay for the fuel as it
18 consumed in a reactor. The lease rates are based on
vanieus intermediate-term note rates. bank rates and
conimercial paper rates

The amounts financed include nuclear fuel in the
Davis-Besse, Perry Unit 1 and Beaver Valley Unit 2
reactors witl, remaining lease pavments of
$147,000,600, $87.000.000 and $33,000,000,
respectively, 3s of December 31, 1991, The nuclear fuel
amounts hnanced and capitalized also included
interest charges incurred by the lessors amounting to
$21.02C,000 in 1991, $33.000,000 in 1990 and
$44.000.000 in 1989, The estimated future lease
amortization pavments based on projected
consnmption are $96,000,000 in 1992, $99,000,000 in
1993 $91.000.000 in 1994, $78.000,000 in 1995 and
$82.000,000 in 1996,

(6) REGULATORY MATTERS

On January 31, 1989 the PUCO issued orders which
provided for three annual rate increases for the
Operating Companies of approximately 9%, 7% and
6% effective with bills rendered on and after February
1, 1989, 1990 and 1991, respectively. As discussed
below, *he 5% increase effective February 1, 1991 was
reduces. ‘0 4.35% for Cleveland Electric and 2.74% iar
Toledo Edison, which later waived its 2.74% increase
and reduced its rates on two occasions in 1991 for
certain customers. The resulting annualized revenue
increases in 1989, 1990 and 1991 associated with the
rate orders were $120,700,000. $103,700.000 and
$71,400.000, respectively, for Cleveland Electric and
$50.700.000, $44,300,000 and §1,600,000, r-spectively,
for Toledo Edison. Toledo Edison's $1,600,000 increase
in 1991 reflects the net of $18,600,000 of annualized
revenues gutharized for the 2.74% increase less
$17.000,000 for the waiver and rate reductions

Under the January 1989 rate orders, phase-in plans
wure designed so that the three ra  increases,
coupled with then-projected sales growth, would
provide revenues sufficient to recover all operating
expenses and provide a fair rate of return on the
Operating Companies’ allowed investments in Perry
Unit 1 and Beaver Valley Unit 2 for ten vears
beginning january 1, 1989, In the fiest five veurs of the
plans, the revenues were expected to be less than
that required to recover operating expenses and
provide a {air return on investment. Therefore, the
amounts of operating expenses and return on
investmernt not currently recovered are deferred and
capilalized as deferred charges. Since the unrecovered
investment will decline over the period of the phase-
i plans because of depreciation and deferred federal
income ‘axes that result from the use of accelerated
tax depreciation, the amount of revenues required 1o
provide a fair return also declines. Pursuant to such
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o : ﬂm the Operating Companies deferred
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The amount of deferred aperating e»penses and
carrving charges scheduled to be recorded in 1992 and
1993 total $84,000.000 and $24,000,000, respectiv ely.
Beginning in the sixth vear (1994) and continuing
through the tenth year, the revenue levels authorized

~ pursuant to the phase-in plans were designed to be

sufficient to recover that period's operating expenses,
a fair return on the unrecevered investments, and the
amartization of the deferred operating expenses and
carrying charges recorded during the eai or years of

“the plaas. All phase-in deferrals relating to these two

units will be amortized and recovered by December
31, 1998

The phase-in plans were also designea so that
fluctuanons in sales should not affect the level of
earnings The phase-in plans permit the Operating
Comparies to request PUCO appros ol of increases or
decreases in the phase-in plan deferrals to
compeasate for the effects of Ructuations in sales
levels, as compared to the levels projected i the rate
orders, and for 50% of the net atter-tax savings in
1989 and 1990 identified by the management audit as
discussed below. Pursuant to these provisions of the
orders, the Operating Companies recorded no

adjustments to the cost deferrals in 1989 and

recorded adjustments to increase the cost deferrals by

approximately $10.000,000 and $28,000,000 in 1990

and 1991, respectively.

In ronnection with the 1989 orders, the Operating
Compinies and the Service Company have
undenone a managemenrt audit, which was
completed in April 1990. The audit identified potential
annual savings in operating expenses in the amount
of §95.160000 from 1989 budget levels, 53%
{$53.948,000) for Cleveland Electric and 45%
{$44,172,000) for Toledo Edison. The Operating
Comypames realized a large part 0! the savings in 1991

Fifty percent of the savings identified by the
managernent audit were used to reduce the &% rate
increase scheduled to be effective on February 1, 199]
for each of the Onerating Camnanies A- diccyssed
previously, Cleveland Electric rates increased 4.35%
and Toledo Edison rates increased 2. 74% under this

D e ) . —.f—’

provision with the PUCO's approval. The rate impact
was different tor the wo companies because much of
the savings were expected 1o be achieved in areas
such as nuclear operations in which Toledo Edisen
was to achizve greater savings relative to its size.

In late 1990 in a move to become more competitive
in Northwest Ohio, Toledo Edison proposed a rate
reduction package to all incorporated communities in
Toledo Edison's service area which are served
exclusively by Toledo Edison on a retail basis. The
package called for the ehmination of the 2 74% rate
increase effective February 1, 199] for ali residential
and small commercial customers, a reduction in
residential rates of 3% on March 1, 1991 acd a further
residential rate reduction of 1% on Septr - der 1, 1991,
Communities accepting the package agreed to kevp
Toledo Edison as their sole supplier of electricity for
a period of five years. The package also permits
Toledo Edison to adjust rates in those communities on
February 1, 1994 and February 1, 1995 if inflation
exceeds specified levels or under emergency
conditions, All eligible communities in Toledo
Edison’s service area, except the Citv of Toledo,
accepted the rate reduction package. In March 1991,
Toledo Edison obtained PUCO approval to reduce
rites to the same levels for the same customer
categones in the City of Toledo and the rest of its
service area, Annualized revenues were reduced by
about §17.000,000 as a resull of these rate reduction
packages. The revenue reductions do not adversely
affect the phase-in plans as the decrease in revenues is
mitigated by the cost reductions resulting from the
management audst

The 1989 orders also set nuclear per‘ormance
standards through 1998 The Operating Companies
could be required to refund incremental replacement
power costs if the standards are not met. No refund
was required in 1991 nor is one expected for 1992, The
Operating Companies banked $2,800,000 in benehts
in 1991 for ahove-average nuclear performance
based on industry standards for operating availability
established in the 1989 orders. These banked benehts
are not recorded in the hnancial statements as thev
can only be used in future years, if necessary, to ¢ tiset
disallowances of incremental replacement power
costs.

Uinder the 1989 orders fossil-fueled power plant
performance may not be raised as an issue in any rate
proceeding before February 1994 as long as the
Operating Compantés achieve a systemwide
availabibity factor of at least 64 9% annually. This
standard was exceeded in 1989, 1990 and 1991, with
avaiiabilnty at approximately 8% for each year,

10 {Centenor Epergv)
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: ) RETIREMENT INCOME PLANS AND
- OTHER POSTRETIREMENT BENEFITS
? ~ {a) RETIREMENT INCOME PLANS

~ We “ponsor noncontributing pension plans which
- cover all employee groups, The amount of retirement
' benefits generally depends upon the length of
=ervice Under certain circumstances, benefits can

: begin as early as age 55. The plans also provide
e certain death, medical md‘ dinb'i‘lity bene;lu. Our
tunding policy is to comply with the Employee
Pl Rcth::;mt Income Security Act of 1974 guidelines.
- In 1990, we offered a Voluntary Early Retirement
; Opportunity Program (VEROP). Operating
e expynses for 1990 included $15.000,000 of pension
pin acciuals to cover enhanced VEROP benefits plus
an zdditional $28,000,000 of pension costs for VEROD
berehits paid to retirees from corporate funds. The

¢ $28,000,000 is not included in the pension data
 reported below, Operating expenses for 1990 aiso
; inciuded a credit of $41,000,000 resulting from a
settlement of pension obligations through lump sum
payments to a substantial number of VEROP
retirees.

Net pension and VEROP costs (credits) for 1989

through 1991 were comprised of the following
components:

1991 1% jeme
{millions of dollars)

Pension Coses (Credits)
Service cost for benefits earned

dunng the period . .. .. ., $ 14 § 15 $ 14
Interest cost on projecied beneht

T S e R N e Y o 3e 37 35
Actual return on plan assets (129} 5 {73)
Net amortization and deferral T 1885 13
Net pension credits . | (14} {8) (11

VERDP cost - 18 -
Settlemen: gain = ) -
Net credits $(14) $(34) 01N

== p—=—a-24 ==

The following table presents a reconciliation of the
funded status ot the plans at December 31, 1991 and

- e L e T TR T T v
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1990
December 31,
194] 1990
(miliﬁom of
p dollars )

o Aciuarial present value of bensai
l, obligations:
N Vested benefits .., . .. . . $ 30 $ 330
E{ i Nonvested benefits v 33 A,
‘ Accumulated benefit obligation . 334 454
; Effest of inture compensasion
4 L 00
b Toral provected beredis obliganon a4y 426
S0 Phin assels at faic market value ., 797 653
l-’. Surpius of plan assets over precter
a3 benetit abligation . : 30 227
[- ; iinrecagnized nwy gain due (o vanance
1 berwern assumptions and experience (177} ()
[ Unrecogrized price service cpst i3 13
} Transition aseet 3t Januery 1. 1987
l bing amoruzed over 19 yoats _i108) _{113)
! Net prepaid pension cost

- inctuded in ather deferred
" chatged on the Balance Sheat § %0 $ 6
: T I
i
8
3 (Centerior Energy) F-18
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The settlernent (discount) rate assumption was
8.5% for both December 31, 1991 and December 31,
1990. The long-term rate of annual compensation
increase assumption was 5% for both December 31,
1991 and December 31, 1990 The long-term rate of
return on plan assets assumption was 8.5% in 199)
and 8% in 1990,

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

(b) OTHER POSTRETIREMENT BENEFITS

The Financial Accounting Standards Board has issued
a new accounting standard for postretirement
benefits other than , ensions. The new standard
would require the accrual of the expected cost of such
benefits during the emplovees’ yvears of service. The
assumptions and calculations involved in
determining the accrual closely parallel pension
accounting requirements.

We currently provide certain postretirement health
care, death and other benefits and expense such costs
as these benefits are paid. which is consistent with
current ratemaking practices. Such costs tolaled
$8.700.000 in 1991, $8,200,000 in 1990 and $6.500.000
in 1989, which include medical benefits of $8 500,000
in 1991, $6,500,000 in 1990 and $5,000,000 in 1989,

We expect to adopt the new standard
prospectively effective January 1. 1993, We plan to
amortize the discounted present value of the
accumulated posiretirement henefit obligation to
expense aver a twenty-year period. We have engaged
actuaries who have made a preliminary review usIng

1990 data. Based on this preliminary review, the
accumulated postretirement benefit obligation as of
December 31, 1991, measured in accordance with the
new standard, is estimated in the range of
$150.000,000 to $230,000,000. Had the new standard
been adopted in 1991, the preliminary study indicated
that the additional postretirement benefit cost in 1991
would have been in the range of $17.000.000 to
$30,000,000 (pretax). We believe the effect of actual
adoption in 1993 may be similar, although it could be
signibicantly different because of changes in health
care costs, the assumed health care cost trend rate,
work force demographics, interest rates, or plan
provisions between now and 1993,

We do not know what action the PUCO may take
with respect to these incremental costs. However. we
believe the PUCO will either allow a means of
current recovery of such incremental costs or provide
for deferral of such costs until recovered in rates. We
do not expect adoption of the new standard to have
& material adverse effect on our financial condition or
results of aperations

(9) GUARANTEES

Under two long-term coal purchase arrangements,
Cleveland Electric has guaranieed certain loan and
lease obhgations of hwo mining companies. Toledo
Edison is also a party to one of these guarantee
arrangements. This arrangement requires pavments to
the mining company for any actual out=ot-pocket 1dle
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for reasons heyond the control of

the mining company. At December 31, 1991, after

F effect to a refinar cing completed on January 2,
992 by one of the mining companies, the principal

amount of the mining companies’ loan and lease

obligations guaranteed by the Operating Companies

“was $102.000,000

(10) CAPITALIZATION
{a) CAPITAL STOCK TRANSACTIONS

Shares . .4, retired and purchased for treasury dunng
the three years ended December 31, 1991 are listed in

the following table.
1991 1990 1989

(thousands of shares)

Centerior Energy Common Stock
Dividend Reinvestment and

Stock Purchase Plan .. . 1422 - -
Employee Savings Plan . . 348 - -
Employvee Purchase Plan . — - 36
1978 Key Employee Stock
Option Plan . . w - - o
Total Common Stock Sales 1.77%0 - 53
Treasury Shares .. ... ... {11 {1.391) {1,082)
Net Change. ... ] 754 {1391} (1.029)
Cumulative Preferred and
Preference Stock of Subsidianes
Subject 10 Mandatory
Redemption:
Cleveland Electric Sales
Preferred:
$ 9150 Series Q. 75 - PEE
S800 Series R ... ... .. 50 = —-
Cleveland Electric Returements
$ 735 SeresC....... .. {10) (10) (10)
BB00 Series B ... . . . (3) 3) (3)
B0SenesF ..........o (2) - {1)
B0 Semes G . ... .. .. - {3 (2)
4500 Series H .. ... ... - (14) (4}
M50 Series 1. .. ... .. (14) 4) (%)
11350 Sertes K ... ... (e — e
Adjustable Senies M . . (100 — —
Preference:
o d VE o9 SO B - -— {6)
Toledo Edison Retirements
Preterred:
SIWpar$1100..... ... .. {1 (19) {5}
8.375 _an o an (17}
Net Change . . . {41) __ (%) 5y

Shares of common stock required for our four
stock plans in 1991 were either acquired in the open
market or issued as new shares of common stock
when the ¢common stock price reached a
predetermined threshold for such transactions.

We began a program in July 1991 to purchase up to
1,500,000 shares of our common stock by June 30,

(Centerior Energy)

1992 in the open market when the common stock

price is below a predetermined level. As of December
31, 1991, 38,000 shares had been purchased at a total
cost of $610,000. We had a similar program to
purchase up to 3,000,000 shares of our common stock
in the period March 28, 1989 through March 31, 199]
Under this program, 2,510,000 shares were
purchased at a total cost of $46,198,000. Such shares
are being held as treasury shares

{b) COMMON SHARES RESERVED FOR ISSUE

Common shares reserved for issue under the
Emplovee Savings Plan and the Emplovee Purchase
Plan were 2,828 848 and 21,423 shares, respectively, at
December 31, 1991. At the April 1992 Annual
Meeting. share owners will be asked to authorize an
additional 500.000 common shares for the Employee
Purchase Plan.

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 market value at the date of the grant. No
additional options may be granted. The exercise
prices af option shares purchased during the three
years ended December 31, 1991 ranged from $14.09 to
$17.41 per share. Shares and price ranges of
outstanding options held by employees were as

follows:
" . 1978 Kev Empioyee

Stock Option Plan

[ TI T T
Options Outstanding at
Cecember 31:
Shares . 129,798 168,685 215187
Option Prices $i1409 0 $la09w0 M09 w
$20.73 $20.73 $20.73

{¢) EQUITY DISTRIBUTION RESTRICTIONS

At December 31, 1991, consolidated retained earnings
were comprised almost entirely of the undistributed
retained earnings of the Operating Companies.
Substantially all of their retained earnings were
available for the declaration of dividends on their
respective preferred and common shares. All of their
common shares are heid by Centerior Energy.

Any financing by an Operating Comnany of anv of
its nonutility affiliates requires PUCO authorization
unless the financing s made in connection with
transactions in the ordinary course of the companies’
public utilities business operations in which one
company acts on behaif of another.

(d) CUMULATIVE PREFERRED AND
PREFERENCE STOCK

Amounts to be paid for preferred stock which must be
redeemed during the next five vears are $16,000,000
in 1992, $41,000,000 in 1993, $41,000,000 in 1994,
$52.000,000 in 1995 and $42,000,000 in 1996

{Centerior Energy)
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The annual mandatory redemption provisions are

as follows:
Annual Mandatory
Mmml‘mmior;_“
Tole - Pogh T
© er
Cleveland Flectne
Preferred:
$ 7235SerisC ... .. ..... 10.000 19584 $ 10
8800 Series E ... . 3.0 1981 1,000
Adjustable Senes M ... 100,000 1991 100
G125 Series N .. ... .. 150,000 1993 100
9150 Sertes Q. ... 10,714 1995 1,000
BRO0 Series R ... . .. . 50,000 2001* 1000
Toledo Edison
Preferred.
$100 par $1100. ... ..., ... 5,000 197% 100
Lk S 16,650 1985 100
Bpet 2B co 400,000 1993 25

*All outstanding shares to be redeemed December 1, 2001

The annualized cumulative preferred dividend
requirement as of December 31, 1991 is $66,000,000.
The preferred dividend rates on Cleveland
Electric’s Series L, M and P and Toledo Edison’s Series
A and B fluctuate based on prevailing interest rates

and market conditions, with the dividend rates for
these issues averaging 8.26%, 7.61%, 6.24%, 8 82% and
9.67%, respectively, in 1991

Under its articles of incorporation, Toledo Edison
cannot issue preferrec stock unless certain earnings
coverage requirements are met. Based on earnings for
the 12 months ended December 31, 1991, Toledo
Edison could not issue additional preferre | stock. 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 un all long-term debt
outstanding and the dividends on all preferred stock
issues outstanding.

Preference stock authorized for the Operating
Companies are 3,000,000 shares without par value for
Cleveland Electric and 5,000,000 shares with a $25 par
value for Toledo Edison. No preference shares are
currently outstanding for either company.

There are no restrictions on Cleveland Electric's
ability to issue preferred or preference stock or Toledo
Edison's ability to issue preference stock.

With respect to dividend and liquidation rights,
each Operating Company’s preferred stock is prior to
its preference stock and common stock, and each
Operating Company's preference stock is prior to its
common stock.

{Centerior Energy) F-20

(e) LONG-TERM DEBT AND OTHER
BORROWING ARRANGEMENTS

Long-term debt, less current maturities, for the
Operating C mpanies was as follows:

tual
- or AA‘v::.g' Decomber 3 5

Interest Rate 1991 1990
{thousands of dullars)

Year of Maturity

First mortgage bonds,
1992 .

2. oo 1525 % 0§~ § 20000
1992 ... ... 1088 - 40,000
1992 ... ... 1378 - 4,334
1993 B Y 1 30000 30,000
1993 . 8.55 50,000 50,000
1993 13.75 433 43
1994 . 4375 /000 25000
1994 13,75 434 43M
1995 . . 1125 - 60,000
1995 .. ... 117 435 43
1995 7,00 750 750
1996 .o 13.75 434 43n
1996 i 700 750 750
199 . 937 100,000 100,000
19972000 . 93 127.798 127,798
20022006 . ... 8 98 251801 251,801
20072000 ... .. 8.79 387,250 387,250
00122006 . .......... B97 439,085 439,085
0172021 ,.........., 853 635,180 635,180
20222028 ............ 76 22100 322,100

2387050 2511384
Term bank loans due

19931996 ... ... ... Bdn 196.700 127,900
Medium-term notes
due 1993-2021 . .. ... 915 834,500 550,000
Notes due 1993-1997 11.01 102,142 219,430
Debentures due 1997 11.25 125,000 125.000
Pollution control notes
due 1993-2015 . ... ... 970 189 900 190,860
Other —net ... ...... - 6,063 4,663
Total Long-Term
Debt.. ... ...... $3 841,355 $3,729,237

Long-term debt matures during the next five years
as follows: $200,000,000 in 1992, $318,000,000 in 1993,
$89.000.000 in 1994, $278,000,000 in 1995 and
$343,000,000 in 1996

Duning 1> 1989-1991 period, the Operating
Companies  ued $834,500.000 aggregate principal
amount of s« ured medium-term notes. The notes are
secured by first mortgage bonds At December 31,
1991, Toledo Edison has $15500.000 aggrepate
principal amount of secured medium-term notes
registered with the SEC and available for issuance.

Cleveland Electric has arranged to refund in July
1992 $78,700,000 principal amount of a publ.,
authority’s tax-exempt bonds due 2012 and hav ng a
13%% interest rate with the proceeds from the sale in
July 1992 of an equal principal amount of the
authority’s bonds due 2013 and having an effective
interest cost of 8.25%. Cleveland Electric’'s first
mortgage bonds collaterally secure both issues. The
PUCO authorized Cleveland Electric to record interest
uxpense equa! to a blend of the higher rate en the
outstanding bonds with the lower rate on the new
bonds for an interest expense reduction of $1,000,000
in 1990, $3.400,000 in 1991 and approximately
$3,000,000 in 1992
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The mortgages of Cleveland Electric and Toledo
Edison constitute direct first liens on substantially all
gtoriﬂy owned and franchises held by them
xcluded from the liens, among other things, are
cash, securities, accounts receivable, fuel, supphes
and. i the case of Toledo Edison, automotive
uipment.
4 Additional first mortgage bonds may be issued by
Cleveland Electric under its mortgage on the basis of
bondable property additions, cash or substitution for
refundable first mortgage bonds The issuance of
additional first mortgage bonds by Cleveland Electric
on the basis of property additions i¢ limited by two
provisions of its mortgage. One relates to the
amount of bondable property available and the other
1o earnings coverage of interest on the bonds Under
the more restrictive of these provisions (currently,
the amount of bondable property available)
Cleveland Electric would have been permitted to issue
approximately $335,000,000 of bonds based upon
available bondable property a' December 31, 1991
Cleveland Eletric also would . ave been permitted to
issue approximately $214,000,000 of bonds based
upon refundable bonds at December 31, 1991 If Perry
Unit 2 had been canceled and written off as of
December 31, 1991, Cleveland Electric would not have
been permitted to issue any bonds based upon
aviilable bondable property, but would have been
itted to issue approximately $214,000,000 of
ms based upon refundable bonds

The issuance of additional fi:st mortgage bonds by
Toledo Edison also is limited by provisions in its
mortgage similar to those in Cleveland Electric’s
mortgage. Under the more restrictive of these
provisions (currently, the eamings coverage test),
Toledo Edison would have been permitted to issue
approximately $164,000,000 of bonds at an assumed
interest rate of 11% based upon available bondable
property at December 31, 1991. Toledo Edison also
would have been permitted to issue approximately
$186,000,000 of bonds based upon refundable bonds
at December 31, 1991. If Perry Unit Z had been
canceled and written off as of December 31, 1991, the
amount of bonds which could have been issued by
Toledo Edison would not have changed.

Certain unsecured loan agreements of Toledo
Edison contain covenants relating to capitalization
ratios, earnings coverage ratios and limitations o0
secured finanaing other than through first mortgage
bonds or certain other transactions. An agreement
relating to 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 affecting Centerior Energy and the
Operating Companies. Among these are covenants
relating to earnings coverage ratios and capitaiization
ratios. Centerior Energy and the Operating
Companies are in compliance with these covenant
provisions. We believe Centerioy Energy and the
Operating Companies will continue to meet these
covenants in the event of a write-off of the Operating
Companies’ investments in Perry Unit 2, barring
unforeseen circumstances

(Centerior Energy)
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(11) SHORT-TERM BORROWING
ARRANGEMENTS

Our bank credit arrangements at December 31, 1991
were as follows:
Cleveland  Teledo  Service
Eleeine  bdson Company  Total
{thousands of dollars)
Bank Lines of Credst $152000  $70400  SBO00  S23.40

There were no borrowings under these bank credit
arrangements at December 31, 1991. An additional
$5,000.000 line of « redit is available to the Service
Company under a $30,000,000 Cleveland Electric line
of credit, if unused by Cleveland Electric. The
$5,000,000 line of credit is included in the Cleveland
Electric total.

Short-term borrowing capacity authorized by the
PUCO is $300,000,000 for Cleveland Electric and
$150,000,000 for Toledo Edison. The Operating
Companies have been authorized by the PUCO to
barrow from each other on a short-term basis.

Most borrowing arrangements under the
Operating Companies’ short-term bank lines of credit
require a fee of 0.25% per vear to be paid on any
unused portion of the lines of credit. For those barks
vithout fee requirements, the average daily cash
balance in the Operating Companies’ bank accounts
satisfied informal compensating balance
arrangements.

At December 31, 1991, the Operating Companies
had no commercial paper outstanding. If commercial
paper wiie outstanding, it would be backed by at least
an egua! amount of unused bank lines of credit,

The fee for the Service Company’s lines of credit is
0.25% per year to be paid on any unused poriion of its
lines of credit.

No formal short-term borrowing arrangements
have been established for Centerior Energy.

{12) CHANGES IN ACCOUNTING FOR
NUCLEAR PLANT DEPRECIATION

o June 1991, the Operating Companies changed the
method used to accrue nuclear plant depreciation
from the units-of-production method to the straight-
line method retroactive to January 1, 1991, The geod
performance of the nuclear generating units over the
past several vears had resulted in units-of-production
devreciation expense being significantly higher than
the amount implicit in current electric rates. The
straight-line method better matches revenue and
expense, tends to levelize periodic depreciation
expense for nuclear plant and is more consistent with
industry practice

The PUCO approved the change for each
Qperating Company and authorized them to accrue
depreciation for thewr three operating nuclear
generating units at an acerual rate of about 3% of their
plant investment based upon the units forty-year
operating licenses from, the NRC, This change in
method decreased 1991 depreciation expens?
$35,946.000 and increased 1991 net income $27,952,000
(net of $7,994 000 of income taxes) and earnings per
share $.20 from what they otherwise would have
been

(Centenor Energy
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m 1991, the PUCO approved for each change in rate decreased 1991 depreciation expense
. Company a reduction in the straight-line $27.762.000 and increased 1991 net income $21.419,000
depreciation accrual rate from about 3% to 2 5% for (net of $6,343,000 of incomy taxes) and earnings per

each of their three operating nuclear units retroac ve " ve §.15 from what they otherwise would have

to January 1, 1991. We believe the lower depreciation aan.

accrual rate is appropriate and reduces combined Depreciation expense recorded in prior years was
annual depreciation se to a level more closely not affected. Current electric rates were also
‘aligned with the total amount currently being unaffected by the PUCO orders.

recovered in customers’ rates for these units. T* is
(13) QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The following is a tabulation of the unaudited quarterly results of operations for the two vears ended December
31, 1991

Quarters Ended

March 31, June %, Sept 30, Dec 31
{thousands of dofiars. except per saare amounts )

1%
Operating Revenues. . ..., .. .. ... oo $608583  $645355 $716070 $590.244
Operating Income. .................. ... ... ... .. o $129003  S145709  SIR2085  $123,253
T S R C - A B M B R $ 35470  $ 51,736  § 95533 § 54,701
*.verage Common Shares (thousands) . ..... ... . .. . 138,404 138,851 139.336 139.737
Earnings Per Common Share ... ... ... ... .. $ 26 § 37 % 68 $ 34
Dividends Paid Per Common Share . ... . ... . . & A0 $ 40 £ 40 $ 40

1990
Operating Revenues ... . . . Gk e §566,725 $586,164 $699.499  §575,053
Operating Income.......................... .. ... . $116169 $ B6.743 S171.684 $129.82¢
Netlncome ... ......................... % $ 50509 §$54921 $99749 § 59.280
Average Common Shares (thousands) ... . .. . . . 139,486 138,980 138,610 138,441
Earnings Per Common Share ... ... ... . . . . o % 36 0§ W $ s 4

............ IS RN $ 40 $ 40 $ 40

Operating revenues for the first three quarters of 1991 and the four Quarters of 1990 were restated to comply
with current FERC revenue rep orting requirements, as discussed in the Summary of Significant Accounting
Policies. This restatement had no effect on earnings results for the applicable quarter. The unaudited quarterly
results for the quarter ended March 31, 1991 were also restated to reflect the change in accounting for nuclear
plant depreciation to the straight-iine method (at about a 3% accrual rate) as discussed in Note 12

Earnings for the quarter ended December 31, 1991 were increased as a result of year-end adjustments of
$27.762,000 to reduce depreciation expense for the year for the change in the nuclear plant straight-line
depreciation rate to 2.5% (see Summary of Significant Accounting Policies and Note 12) and $28,215,000 to
increase phase-in carrying charges for the adjustment to 1991 cost deferrals (see Note 6). The total of these

adjustments increased quarterly earnings by $40,041,000, or $.29 per share.

Earnings for the quarter ended June 30. 1990 were increased as a result of federal Income tax expense
adjustments _sociated with deferred investment tax credits relating to the 1988 write-off of nuclear plant
investments. £ e 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 reduce depreciation expense for the vear for the change in depreciation rates for nonnuclear and
Davis-Besse property (see Summary of Significant Accounting Policies), $10,169,000 1o increase phase-in
carrying charges for the adjustment to 1990 cost deferrals (s7e Note &) 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.

(Centerior Energy )

A e e e e Rl
o e e i 2h A e e - v -






-}i-dc-‘ IR R

CJ’NTIWOL U\H.N‘Y QFH‘OMNW\ AW sucsmuuu

s g Eleciric hlu (mﬁlﬁm af KWN) M«tﬂc Customers (year end) Residential U-ape
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- . ; ndkysisial KWH et Py Far
Y .*M(Q Ofhwee  Total  Wesidensial Commencial & Oiieee Total  LCustomws kWi L ustoner
; 1991, . 688 TI% MBS 2TI1 D MR2947E R PRS BG4S 12 84N 1 OM T 2410 11w $827.00
- 6866 BB 12168 2487 G50 DOIF SINGES BN 12906 T U2 MR PO 1082 TS ed
1969 © 8w S8 135X A2 P96 A0 M7 B0 WIKRD 12760 1020416 TOUR OOK  TATAK
198 6920 8577 W™ RN 6 V06t SOVCR2  WIIAY 2805 IUIAMIY Tael 921 eIk
198 X (8 U T S I W9 27109 WIAMES W leE 12260 1008 TSE Y27 w4s eRs4d
b1 B un p m nm 21 BOE 26905 BRESEE M 2ET  1IAND SMOMO.  6TW 76 4WsP
3 l..ud (Mw & u) Er\e:g) (millions of xwu; Fuel
e Eltwrency -
2 m ' w (—“l m = r N"lvl'.‘ =
) - \ Factin Foasi m Total l':wr {6 Totl ;‘:I}W“:: .g’vh
B R 6453 536 169%  629% 18041 13454 ) 498 40 31838 1.48¢ 10 442
RS 6457 8526 i3 636 21004 G481 0898 43 o0 182 10 354
i 1989 6 430 LI 162 633 WITe 12122 2% 4| aumnr 147 10418
s §525(8) Se6M {27y ¥ 2% THS 29N 1 M85 1 266 159 10 810
1987, ... 5 088 $1n 131 (51 20 Kuq 6907 27 W 1 Ak PRt 18 10 4
. | BRI 6 440 4 762 201 616 20 673 AN, nen pET1S 7 018 180 10 490
¥ investoont (thoussids of dellar)
| Cangtraction
’ R Aceumuisics e Nuglest .-l Uiy
£ preciaion b & G Fuel d 3
' Year Service m:?m Ji'.‘:!. Uit 2 m&?‘ w: mu':\:m s
C 1981 .. ... SE 8RR 218 2274 489 6 613 730 1 D66 426 502 927 SR 18) 085  §203 B3 §12 042 OKY
I,
; 990, . 6 636 219 2 038 530 6 897 7 1183 838 566 124 B 296 d6b 281 312 11§94 235
S L § 397 638 1823 520 657 118 1187 2m §91 692 ¥ 323 083 N7 0y 11 606 547
; 1988 814167 1 569 504 6 574 Mo 1222702 043 (87 B 440 188 342 14 11 573 09K
. e 83501 1324 446 7 063 bk 1 007 %07 656 350 8722 7 947 921 11 9 836
Ei e :mm 873 663 3 000 95 1 645 098 m«mh; (T a0 5 378 d4t
e Capiuuuﬁm (clwuunds of doum « w
.
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l
]
i, Preferred & Preference without
]
L‘ m____,m_um___mé‘é_r_m s . bong e D Tou
e S2ESe4 3% 382030 o 4273 6% 3BTRS iw 87 455 204
I
r 1. 2810033 » 207 4% A 427 %4 . 3709 27 52 7 204 094
e 2794 572 a0 281 382 4 420 334 % 3 633 65 50 708 Y4
SR T 2771 74 3 303 *8) B 427 34 6 2551 614 81 7 054 473
B | A 3109 060 4 RTERT B 457 334 ¢ 3718 240 4 7 628 628
S B 1845 820 3 420 500 10 248 071 5 2 090 984 4 4 307 28K

I R R o I R U T P P S (RPN

(¢) In 1981, Toledo Edison MM #n umﬂman .ain hom l)w nchmgv oi common mxl ln: humu

{fi Average shares outstanding and related per share computations reflecs the Cleveland Eiectric 1 11-for ane excharge ratio and the Toledo Ftsen
~ one-for one exchange ratio for Cenerior Energy shares at the date of atfilistion, April 26 148

{#) Capacity dat reflects extended gererating unit cutage for renovation and improvements

(h) Restated for efiects if capitalization of nuclear fuel lease and firancing arangements pursuani 10 Sutement of Financial Acoounting
Standards 71

F-24 {Centerior Energy)

~ {Centeror Energy)
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CENERAL

The Cleveland Electric lluninating Company
{Campany) s an electric utility and a wholly owned
subsidiary of Cenierior Energy Corporation
{Centerior 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
(FUCO). As a rate-regulated utility, the Company is
subject to Statement of Financial Accounting
Standards 71 which governs accounting for the effects
of certain types of rate regulation. The financial
statements include the accounts of the Company's
whaily owned subsidiaries. which in the aggregate are
not material.

The Company 1s & member of the Central Area
Power Coord “a. s Group (CAPCO). Other
members inc ¢ ¢ Toledo Edison Company
(Toledo Edis..., Dugquesne Light Company
(Puguesne ), Ohio Edison Company (Ohio Edison )
and Ohio Edison's whally owned subsidiary,
Pennsylvania Power Company (Pennsylvania
Power) The members have constructed and operate
generation and transmussion facilities for the use of
tite CAPCO companies. Toledo Edison is also a
wholly owned subsidiary of Centerior Energy.

RELATED PARTY TRANSACTIONS

Operating revenues, operating expenses and interest
charges include those amounts for transactions with
affiliated companies in the ordinary course of
buginess 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 third whally owned subsidiary of Centerior
Energy. provides management, financial,
administrative, engineering, lega! and other services at
cost to the Company and other affiliated companies.
The Service Company billed the Company
$138,000,000, $106,000,000 and $92,000,000 in 199],
1990 and 1989, respectively, for such services.

REVENUES

Custamers are billed on a monthly evcle basis for their
enerigy consumption hased on rawe schedules or
contracts authorized by the PUCO. An accrual is
made at the end of each month to record the
estimated amount of unbilled revenues for kilowatt
hour sales rendered in the current month but not
billed by the end of that month

A fuel factor is added to the base rates for electric
service. This factor is designed to recover from
customers the cosis of fuel and most purchased
power, Itis reviewed ond adjusted semian Lally in a
PUCO proceeding

{Cleveland Electric) P

Operating roveraes include cenam wholesale
pewer sales revenues in accotdance with a FERC
clarification of yeporting requirements. Prigr 1 199),
these buik power sales transactions wete netted with
purchased power trunsactions and reported av part
of fuel and purchased power expense. The amounts
for prior years have also been reclassified 1o conform
with current reporting requirements See Note 13

FUEL EXPENSE

The cost of fossil fuel is charge * to fuel expense based
on inventory usage. The cos. of nuclear fuel
including an interest component, is charged 10 fuel
expense based on the rate of consumption. Estimated
future nuclear fuel disposal costs are being recovered
through the base rates

The Company defers the differences between
actual fuel costs and estimated fuel costs currently
being recovered from customers through the fuel
factor. This matches fuel expenses with fuel-reluted
revenues

PRE-PHASE-IN AND PHASE-IN DEFERRALS
OF OPERATING EXPENSES AND
CARRYING CHARGES

The PUCO authorized the Company 1o record, as
de‘srred charges, certain operating expenses and
carrying charges related to Perry Nuclear Power Plant
Unit 1 (Perry Unit 1) and Beaver Valley Power
Station Unit 2 (Beaver Valley Unit 2) from their
respective in-service dates in 1987 through December
1988 Amortization and recovery of these deferrals
(called pre-phase-ir. deferrals) began in January 1989
in accordance with the January 198¢ PUCO rate order
discussed in Note 6 The amortizations will continue
over the lives uf the related property.

As discussed in Note 6, the lanuary 1989 PUCO
rate order for the Company included an approved rate
phase<in plan for the Company s investments in
Perry Unit 1 and Beaver Valley Unit 2. On January 1,
1989, the Company began recording the deferrals of
operat.ng expenses and interest and equity carrving
chatges on deferred rate-based investment pursuant
to the phase-in plan These deferrals (called phase-in
deferrals ) will be recovered by December 31, 1998,

DEPRECIATION AND AMORTIZATION

ihe cost of property, plant and seuipment is
depreciated over their estimated useful lives on a
straight-line basis. Prior to 199), only nonnuclear
pro oerty, plant and squipment was depreciated on a
straight-line basis, as depreciation expense for the
nuclear generating units was based on the units-of-
production method.

The annual straight bne depreciation provision for
nonnuclear property expressed as a percent of
average depreciable utility plant in service was 3 4%
in 1991, 3.3% in 1990 and 3.9% in 1984 The rate

(Cleveland Elecinic)
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 dechined in 1990 because of 2 PUCO approved change
in deprecation raves efective January 1, 1990,

atiributable 10 longer esnmated lives for nennuclear
praperty. See Note 15

in 1990, the Nuclear Regulatory Commussion
{NRC) approved a six yoar extension of the operaung
Ticense for the Davis-Besse Nudlear Power Station
(Davis-Besse). The PUCO approved a change in the
units-of-producticn on rate for Davis.
Besse, eifective January 1, 1990, which recogruzed the
life extension See Note 13.

Effective January 1, 1991, the Company changed
its method of accounting for nuclear plant
depreciation from the units-of production method to
the straight-line method at about a 3% rate. The
PUCO appy od this change 'a accounting method
for the Company and subsequently approved a
change 10 lower the 3% rate 10 2.5% for the tlree
operating nuclear units retroactive 1o January 1, 1991
See Notes 12 and 13,

The Company uses external funding of future
decommissioning costs for its operating nuclear units

t to 8 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 pasi estimates of
decommissioning costs for the Company of
$63.000,000 in 1986 dollars  or Davis-Besse and
$44.,000,000 .d $35,000,000 1 1987 dollars for Pesry
Unit 1 and Beaver Valley Unit 2, respectively. Actual
decommissioning cos's a0 expected to significantly
exceed these estimates. 1t s expected that increases in
the cost estimates will be recoverable in rates
resulting from future rate proceedings. The current
level of expense being funded and recovered from
customers over the remaining licensing periods of the
units is approximately $4,000,000 annually

FEDERAL INCOME TAXES

The financial statements reflect the liability method of
accounting for income taxes, The liability method
requires that the Company's deferred tax habilites 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 these temporary
differences are attributable 1o property-related uming
difterences that the PUCQO used to reduce prior years'
tax expense for ratemaking purposes whereby no
deferred taxes were collected or recorded. Since the
PUCQ practice permits recovery of such taxes from
customers when they become pavable, the net
amount gdue ftom customers has been recorded as a
regulatory asset in deferred charges A substantial
portion of this amount relates to differences between
the book and tax bases of utility plant, Hence, the
recovery of these amounts will take place over the
lives of the related assets

Investment tax credits are deferred and amortized
over the estimated lives of the applicable property
The amartization 15 reported as a reduction of

{Cleveland Eleciric)
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deprociauion expens: under the labiiity method
See Note 7

DEFERRED GAIN FROM
SALE OF UTILITY PLANT

The Company entered inte a sale and leaseback
transaction in 1987 fary the cogl-fired Bruce Mansheld
Generating Plant (Mansheld Plant) as discussed in
Note 2 The transaction resulted in a net gain which
was deferred. The Company is amortizing the
applicable deferred gam over the term of leases under
the sale and leaseback agreement The amortization
and the lease expense amount are recorded as other
operation and maintenance expense.

INTE..EST CHARGES

Debt interest reported in the Ircome Statement does
not include interest on nuclear fuel oblbigations
Interest on nuclear fuel obligations for fuel under
eanstraction is capitalized. See Note 5.

Losses and gains realized upon the reacquisition or
redemption of long-term debt are deferred, consistent
with the regulatory rate treatment. Such losses and
geins are either amortized over the remainder of ‘the
original life of the debt issue retired or amortized over
the life of the new debt issue when the proceeds of a
new issue are used for the debt redemphion. The
amortizations are included in debt interest expense

PROPERTY, FLANT AND EQUIPMENT

Property, plant and equipment are stated at onginal
cost less any amounts ordered by the PUCO to be
writter. off. Included in the cost of construction are
items such as related payroll ‘axes, pensions, fnnge
berehts, management and general overheads and
allowance for funds used during construction
(AFUDC ). AFUDC represents the estimated
composite debt and equity cost of funds used to
finance construction. This noncash allowance is
credited to income, except for certain AFUDC for
Perry Nuclear Power Plant Unit 3 (Perry Unit 2) See
Note 3(c). The gross AFUDC rate was 10.47% in
1991, 10.48% in 1990 and 10.91% in 1989

Maint-nance and repairs are charged 10 expense as
wicurred. The cost of replacing plant and equipment
15 charged to the utdity plant accounts. The cost of
property retired plus removal costs, after deducting
any salvage value, is charged (o the accumulated
provision for depreciation

RECLASSIFICATIONS

Certain reclassihcations have been made 10 prioy
vears' financial statements to make them comparable
with the 1991 fnancial statements and consisterit
with current réporting requirements. These include
reclassifhications related to certain wholesale power
sales revenues as discussed previously under
"Revenues™ and accumalated deferred rents as
discussed in Note 2

(Cleveland Electric)
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Management's Financial Analysis
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RESULTS CF OPERATIONS
(Ipervew

The January 1989 PUCO rate order for the Company
as discussed in Note &, was designed 10 enable us to
begin recovering in rates the cost of, and earn a fau
return on, our aliowed investment in Perry Unit |
and Beaver Valley Unit 2. The rate order. which
provided for three rate increases, improved revenues
and cash flows in 1989, 1990 and 1991 from the 1988
levels ;l]?“:‘wé as du::iw’fl’ in thr first four
paragraphs ote 6, t se-in plan was not
designed 0 im earnings because gains in
revenues from the higher rates and assumed sales
growth are ‘nitlally offset by a cotresponding
reduction in the deferral of nuclear plant operating
:}rmm and carrving charges and are subse quent'v
set by the amortization of such deferrals

Although the phase-in plan had a positive effect
on revenv s and cash fows, there are 8 number of
factors Pt exerted a negative influence on earnings in
1991 # ad will continue to present significant earnings
challenges in 1992 and beyond. One such factor s
related to facilities placed in service after February
1988 and not included in rate base. The Company is
required to record interest charges and depreciation
on these facilities as current expenses even though
such items are not yet recovered in rates. We also are
facing the challenge of competitive forces, including
new initiatives (o create municipal electic systems.
The need to meel competitive threats, coupled with a
desire to encou:age economic growth in the service
ared, is prompting the Company to enter into an

number of contracts having reduced rates

with certain large customers. Factors beyond our
control also having a negative influence on earnings
are the economic recession, the effect of inflation and
increases in taxes, other than federal income tares

Company has taken several steps 1o counter
the adverse effects of the factors discussed above We
have implemented most of the recommendations of
the management audit discussed in Newe 6 and have
taken other actions which reduced other operation
and maintenance expense by approximately
$44,700.000 in 1941, As discussed in the Summary of
Significant Accounting Policier and Note 12 we
sought and received PUCO approval to lower our
nuclear plant depreciation expense in 1991 10 » level
more closely aligned with the anwount being
reco vered in rates, In addition, we have increased our
efforts to sell power to other utilities which, in 1991,
resulted in approximately $30.200,000 of revenues in
excess of the cost of providing the power,

Despite the positive aspects of the measures
discussed above, more must be done to maintain
earnings. Continuing cost-reduction efforts will be
necessary 10 lessen the negative pressures on
earnings. The Company is ageressively seeking
long-term power contracts with wholesale customers
to turther enhance revenues. To counter the effects
of delays in recovering new investment since 1988
and related costs in rates, we have reguested PUCO

{Cleveland Electric)
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aﬂ"nwal o acorue POk N Service carryving costs and
deter depreaanon for facilities that are in service byt
ot vt recognized inorates, PUCO action on this
request has been postponed under the joint
recommendation approved by the PUCO discussed
below.

In December 1991, the PUCO approved a joint
recommendation of the Company, Fnlvdn Edison and
customer representative groups involved in the 1989
tate case settlement The joint secommendation
soupht o secure an interim resolution of then
pending accounting applications in 198 and to
establish a framework for resolving accounting issues
and related matters on a Jongerterm bass (1.0, 1992
1995) . As part of this joint recommendation, the
Company and Toledo Edison agreed to limit their
combined 1992 other aperatior and maintenance
expenses and capital expenditures to §1.050,000,000,
exclusive of compliance costs related to the Clean Air
Act Amendments of 1990 (Clean Air Act). Other
operation and main*enance expenses and capitsl
expenditures on a consolidated basis for Centerior
Energy totaled $1.005.000,000 in 1991 The Company,
Toledo Edison and the custamer representative
ﬁroups also agreed to an ongoing review of our

usiness operations, financial condition and
accounting practices. This effort, with the participation
of the PUCO «taff. i directed at the maimtenance and
ultimate improvement of our financial condition, the
improvement of the efficiency of our operatiors, and
the delay and minimization of future rate increases
The Company and Tolede Edison also agreed not o
seek any base rate increase that would become
effective belore 1993

The Company continuslly faces competitive
threats from municipal eleoric svstems within jts
service territory, 8 challenge intensihed by munivipal
access to low-cost power currently available on the
wholesale market. As part of our competitive
strategy, we are strengthening programs that
demonstrate the added value inherent in our service
bevend what one might receive from a municipal
electric system. Such programs include providing
services 10 communities 10 help them retain and
attract businesses, providing consulting services to
customers 10 improve their energy efficiency and
developing demand side management programs. To
COUTHEr new muncipaazation initiatives, we arg also
stressing the financil tisks and uncertainties of
creating a municipal svtem and our supetior
reliability and service.

Arsiual sales growth is expected 1o average about
2% for the next several vears, contingent on future
economic events, Recognizing the limitations
imposed by these sales projections and current
competitive pressures, we will utilize pur best vitons
10 munimize tuture rate anereases through cost-
reduction and gualn , -of-se-vice efforts and explonng
ather innovative optioms.  Eventually, rate increases
will be necessary to recognize the cost of Our new
capital investment and the effect of mflaton.

{Cleveland Electng)




1991 vs. 1900
Factors contabiting 19 the d% inorease (n i99]
operating revenues are as follows
op Revenany Inowas
Base Rotes and Miscellanesis % 74000 (X0
Saton Yiduine and Mis BERTE IR
Wholesais Sales A0 ko
$1710 060 )
=R ST

The m.:':d i::anﬂ;ﬂ? lndhm;uellmm;g:w
revenues resole marily from the lanuary
PUCO rate order for the Company. The PUCO
: rate increases of ™ eflective in February
1980 and 4 35% effuctive in February 1991, Total
kilowgrt-hour sales incregsed 4 3" in 1991 Residential
and commercial sales increased 48% and 4 9%
vely, as a result of higher usage of cooling
equipment in response to the unusually warm late
spring and sum™er 1991 temperatures. The
commercial sales acrease was also influenced by
some improvement in the economy for the
commercial sector. Industrial sales declined 6.3%
largely because of the recession-driven slump in the
steel, auto and cherrical industries. Other sales
increased 45.3% because of increased sales to
wholesale customers and public authorities.
Operating expenses increased 4.9% in 1991, The
increase was mitigated by a reduction of $44.700,000
in other operation and maintenance expense, resulting
primarily from cost-cutting measures. Offsetting this
wete an increase in fuel anigmc"hawd
power expense resulting from increased purchased
power costs and increased amortization of previously
defrrred fuel costs over the amount amortized in
1990; an increase in federal income taxes because of
h*"hn tax Operating income: an increase in taxes
ot n fedeial income taxes, resulting from
higher property and gross receipt taxes and accruals
for Pennsylvania tax increases enacted in August
1991; and lower operating expense deferrals for Perry
Unit 1 an 4 Beaver Vallev Unit 2 pursuant to the
January 1989 PUCO rate order.
Credits for carrying charges recorded in
nonaperating income decreased in 1991 because a
ter share of our investments in Perry Unit 1 and
aver Vi Jiey Unit 2 1 vre tecovered in rates. The
federal income tax provision related 10 nonoperating
incene increased me'nly because the 1990 provision
was reduced b 818,712,000 for federal income tax
adjustinents associated with previously deferred
investment tax cradits relating 1o the 1988 write-off of
nuclear plant

1980 vy, 198%

Factors ¢ontnbuting to the 3.5% incrvase in 1990
operating revenues are as follows:

Increase
Change in Operating Kevenues (Decreaw;
Base Rates and Miscellaneous $114 S0 000
Sales Vodume and Mix L £5.000,000 )
Perry Unit | Capocety Sales 10 Ohio Bdison

and Pennsyivania Mower (320000800 )

$ 57000 (60

S imntiinens

The major factor accounting for the incre ise in
operating revenues wis related 1o the January 1986
rate order. The PUZO approved rate increases for the

(Cleveland Electric)

Compary of W gffective in February 1959 and 7%
etective in February 1990 The associated revenue
ncrcase i 1990 war partially offset by reduced
revenues tesul'ing from o 0 9% decreave in iotal
kilowatt-hour sales. industrial sales decreased 2 6%
becouse of the tecession beginning in 1990,
Reswdential cais decreased 1.5% as seasonal
temperatures were more moderate 1n companson to
the prior year's temperatures, resulting in reduced
customer heating and cooling related demand
Commercial sales increased 0 5% as increased
demand from new all-electric office and retall space
was offset by the efects of mild weather. Other sales
activity decreased 21 4% primarily as a result of lower
wholesale sales. The increase in revenues was also

rtially oMset by the loss of revenues related to the

ay 1989 expiration of the Company s agreement to
sell a portion of its share of Perry Unit 1 capaaty 1o
Ohio Edison and Pennsylvania Power.

Operating expenses decreased 0.3% in 1990
Depreciation and amortization expense decreased
rfima‘rﬂy because of lower depreciation rates used in

990 for nonnuclear and Davis-Brsse property
attributable to longer estimated lives and because of
longer nuclear genemi% unit refueling and
maintenance outages in 1990 than in 1989 Federal
income taxes decreased primarily because of a
decrease in pretax operating income. Fuel and

urchased power expense decreased primanily from
ess amortization of previously delerred fuel costs
than the amount amortized in 1989 These decreases
in operating expenses were partially offset by an
increase in taxes, other than federal income taxes,
resulting from higher property and gross receipts
taxes, an increase in other operation and maintenance
expense and by lower operating expense deferrals for
Perry Unit 1 and Beaver Valley Unit 2

Credits for carrying charges recorded in
nonoperating income decreased in 1990 because a

ater share of our investments in Perry Unit 1 and

aver Valley Unit 2 were recovered in rates. The
decrease in the tederal income tax provision related to
nonupetating income was the result of a decrease in
pretax nonoperating income and federal income tax
adjustments of §18 712 000 associated with previously
deterred investment tax credits relating to the 1968
write-off of nuclear plant. Interest expense increased
in 1990 because of the higher Jevel of debt outstanding
which was partially offset by refinancing,

EFFECT OF INFLATION

Although the rate of inflation has eased in recent
years, we are still affected by even modest inflation
wiice the rqi:numy process introduces a time-la
during which increased costs of our labor, matenals
and services are not reflected in rates and recovered,
Moreover, regulation allows only the recovery of
historical costs of plant assets through depreciation
even lhou?h the costs 1o replace these assets would
substantially exceed their historical costs in an
inflationary economy,

Changes in fuel costs do not affect our results of
operations since those costs are deferred until
reflected in the fuel cost recovery factor included in
customers’ bills,

leveland Electric)
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{thausands of dollan)
....... cooeon 81825738 $1,691,159 $1.634227
Operating Expenses
Mm‘pmdu:odpcw(n PR, S s 455,055 412397 427,108
Other operation and maintenance ... ... 469,530 514,186 508,151
tion and amortization .. ... .. AN - 170,571 169,526 187,614
Taxes. cther than federal income taxes ... ... ... . 215,908 197,454 183,120
Phase-in deferred operating expenses ... JERCIT (16.426) (33,960) (52,020)
Amortization of pwcphm «in deferred costs .. ... ... .. 9,586 10,076 9,553
Federal income taxes ... ... ... ORI 105,824 75,099 85275
1,410,048 1,344,778 ,us,gl
PO IO . 5 S s vy o nishn g om cnvavniniqgeinn . SN 346,381 285426
Nonoperating Income
Allowance for equity funds used during construction . 7,852 450 8362
Other income and deductions, net . ... . .. 5,809 1,836 79%
Phase-in carrving charges A - 87,615 161,598 216,851
P're-phase-in carrying clmgu. ......... FRATh b 2k ik b4 - - 17,937
Federal income taxes — credit (expense) ... .. . .. (24,311) _(204N1) (55,699)
76,965 147,564 195,385
Income Before Interest Charges. ... ... ... ... ... 492,655 493915 480,811
Interest Charges
R AR SO R S : 250,799 254,936 238,042
Allowance for borrowed funds used during comtmcnon . (4,302) A3 (7.450)
246,497 251,617 230,502
Ny A TS I =a 246,158 242,328 250,219
Preferred and Preference Divmnd chmmuem , 35,857 36,682 40,227
Earnings Available for Common Stock ... ... . . $_210301 $ 205,646 § 209,992

() Includes p\mhuod wer expense of $127,691,000, $111,761,000 and $114,123,000 in 1991, 1990 and 1989,

¥, purch;m from Toledo Edison.

Retained Earnings

fAAE AN g enn

For the sears ended December 31,

1981 1990 1989
{thousands of dellars)

Balance at Beginning of Year .. .. .. ... . $ 563,559 § 507,375 § 459,709
Additions

O ANCOME ... .o ieninas s T anmriaanseness 246,158 242,328 250,219
Deductions

Dividends declared:

Common $10CK .. .. i (194,306) (149,199) (161,662)

Preferred stock .. ... ... ..o . L4 (36,389) (36,205) {40,769)

Preference stock . . .. . — - (124)

Other, primarily prelemd smch redt-mphcm expenses : (816) . {740) 2

NetINCIease .. ... oottt s 14647 56,184 47,666

Balavce at End of Year ....i oo cvnviinina e $.878,208 S_.Efgj‘f $ 507,375

The accompanying notes and summary of significant accounting policies are an integral part of these statements
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CAPITAL RESOURCES AND LIQUIDITY

In aadition 10 our need tor cash for nermal corporate
operations. we continve to ased cash for an ongeing
Program of constructing new lasilities and modi'ying
existing facilittes to meei anticipated demar.d for
electric se vice, compiy with governinental
n.ulum and protect the environment. Cach 1 also
needed for the mandatory retire ment of securities
Over the three-year period of 1989.199), these
construction and mandatory retirement needs totaled
approximately MOOOM In addidon, we
exercised various options to redeem and purcha.we
tely $270,000,000 of our securitios,

As a result of the lanuacy 1989 PUCO rate order,
internally generated cach increaved in 1989, 1980 and
1991 !mn the 1988 level In addition, we raised
$1.049,000000 through security issues and term bank
loans during the 1989.199]1 period as shown in the
Cash Flows sta’=ment. During the three vear period,
the Company alsu utilized its short-term borrowing
arrangements (explained in Note 11) to help meet its
cash needs. Proceeds from thess inancings were
used to help pay for ur construction program, to
repay portions of short-tern debt incurred (0 finance
the construction program, tc retire, redeem and
purcli-se outstat ding secunties, and for general
corporate purposes

Estimated cash requirsments for 1992-1994 for the
Company are $693.000000 for o: construction
program and $464.000,000 tor the mandatory
redemption of debt and preferred stock. Additionally,
the Company has arranged to refund in 1992
£78 700,000 princ pal amount of its First Mortgage
Bonds, 13%% Series due 2212 b) issuing an equal

pal amount of first mort,age bonds due 2013
ving an effective interest cost of 8.25% We expect to
finance externally about 50% of our total 1992

(Cleveland Electric)

construction and mandatory redemption
requirements of approstmateiy $286 000 000 About
6. 20% of the Company's 1993 and 1994 seguirements
are expecred 10 be fnanced externaily . i economical
saditional securities mav be redeemed under
eptional redemption provisions, See Notes i0{¢) and
{d) for informaton concerming limitations on the
issuance of preferred and preference stock and deby

Our capital requirements atter 1994 will depend on
the implementation strategy wa choose 10 achieve
compliance w'th the Clean Air Act Expenditures for
our optimal plan are estimated 10 be approximately
$155,000.000 over the 1992-2001 period See Note
3(b)

We expect 10 be able 10 raise cash as needed. The
avallability and cost of capital to meet our external
financing needs, however, depends upon such factors
as financial market conditions and our credit ratings
Current securities ratings for the Company are as
follows:

Standard Moody s

& Pooes investors
Cotporation Service

Fitst morigage bonds B~ Baa?
Preferred stock BB+ baal

A write-off of the Company’s investment in Perry
Unit 2, as discussed in Note 3(¢), would not reduce
retained earnings sufficiently 1o impair its ability to
declare dividends and would not affect cash flow.

The Tax Refoem Act of 1986 (1986 Tax Act)
provided for a 34% income tax rate in 1988 and
thereafter, & new alternative minimum tax (AMT) and
other changes that resulted in increased tax payments
and a reduction in cash flow dunng 1989, 1990 and
1991 because we were subject to the AMT.

{Cleveland Eiectric)
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{ihousands of dodlars )

[

PROPERTY, PLANT AND EQUIPMENT

Utility plant tn seevice . . oo et $6,195 945 $6,032 336
Less: accumulated dewecunon and amm:umm _1,564,984 1, A98.25K
4.630,961 4,634,078
Cmmmkinmu T 161,890 175,252
Perry Unit 2. SETTTPILRRPREPRRYS aes ..307,806 521464
8,300,657 5,330,774
Nuclear fuel, net of amortization Ry 263,129 300,824
Othes property, less accumulated éeprmmm\ Vel A% e 8 A1 43,428
_ 5,605,620 5475.026
. CURRENT ASSETS
) Cash and temporary cash investments ... ... . ... ... 96,785 31,048
i Amounts due from customers and others, net . . 167,280 179,184
L Amounts due from atfiliates .. .. ... . . 1648 19,542
e Unbilled rovenues .. ... oo o a) 86,000 60,700
A MMWWMmuwmt FPUPPI N 89,043 76,092
ko Fossil fuel inventory, at average cost .. 49,089 47,000
Taxes applicable to succeeding vears 167,753 155,069
: Amounts due from customers for future federal income taxes 673,726 671,430
- Unamortized loss on reacquired debt ... ... .. .. 49,593 53 160
m Carrying charges and operating expenses, pm-phm dn .o 368,448 377,324
o Camm\.mond operating npenm. phan L EUPT 566,472 and 434
I | e R R LR PR E R PR R PP RR PR .__H;éxém 138,202
i 1,805,909 1,204,570
3
{4
3 TOtal ASBBESE . « . oo e e e $8,066,580 7.945,157

~ The accompanying notes and summary of significant accounting policies are an integral pant of this statement.

(Cleveland Electric)
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F - CAPITALIZATION AND LIALILITIES

FI - CAPITALIZATION

Common shares, witheut par value: 1A L0000 authorized:

b 79,591,000 outstanding in 1991 and 1990 D
1] Other paid-in capital ...

t.' ‘ Retained earnings ... ... ...
]
|

Commeon stock equity
Preferred stock
With mandatory redemption provisions
Without mndamy tedcmpﬂon provmom
Long-term debt . -

Nuclear fuel lease dﬂmﬂm; ........ e

CURRENT LIABILITIES
Current portion of long-term debt and pnltmd stock ... .. ..
Current partion of lease obligations . . okl 2o i
Notes payable to banks and others . PP
Accounts pavable ................ ... .. ... 3 e 4 ¢
Accounts and notes payable to affiliates . .. . .
e T T T P D R <A i ¢4

g  OTHER NONCURRENT LIABILITIES
h.
3
|

e = 0 "m o W A
! E

{

L

foss

f.  DEFFRRED CREDITS
p Unamortized investment tax credits

i Accumulated deferred federal income taxes .. ... .. s
) Reserve for Perry Unit 2 allowance for funds used during
E. ORI L -, - ch s 5 v r b A e e s 1
gin Unamortized gain from !wu Mumﬁeld Plant sale ... ... ...
; Avcumulated deferred rents for Bruce Mansheld Plam . .
]

Total Capitalization and Liabilities .. ... .. .
o
|IL
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mi CLEVELAND mmm ruuwmrmc COMPANY mp SUBSIDIARILS

. December 31,
- T
fihousands of dollars )
$1,240,520 $1.242074
78,625 78,625
..578,206 563359
1,897,401 1.884.258
c68.368 171,162
217,334 217334
4,652,805 2609
5,065,908 4,904,668
197,362 246,460
33,381 . A33%
230,753 __279.850
92,857 97 988
80,928 64,554
191 86,894
97,251 120918
58,578 59 884
281,526 225,666
53,096 53113
e 34,499 37897
698,926 746714
258,318 252,759
1,203,722 1,159,199
124,398 124,398
375,076 389,658
64.194 57,045
45,285 30,869
2,070,583 2013028
$8,066,580 $7.945.157

(Cleveland Electric)
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Statement of Cumulative

Pﬂ’ftfﬂ'd S!ock THE CLEVELAND ELECTRIC [LLUMINATING COMPANY AND SUBSIIARIES
1] Shares Current Cm Qt‘_ﬂ‘mbﬂ " »
Outstanding Call Price 1991 1990

{thaousands of dnllam

Without nar value, 4,000,000 preferred shares authorized
Subject to mandatory re&empmn

§ 735 Sertes C . - 1 e 170.000 $ 101.00 § 17.000 § 18,000
RBOD Series b ... ... .. . 27.000 1.03061 27,000 30,000
7500 Sertes ¥ ... .. ... " e — 2384
14500 Series | I I —_— - — 137729
Adjustable Sevies M . . . i 400,000 102 00 39,200 49,000
9128 Seriesn N . ........ . . 750,000 10507 73,968 73,968
9150 Series Q .. .o iiuns 75.000 - 75,000 -
8800 Series ! ... ... ... 50,000 - 50,000 o~
282,168 197,131
Le = _urrent maturities 13,800 25969
Total Preferred Stock, with Mandatory Redemption Provisions gﬁggg $171.162
Not subject 10 mandatory redempmm
$ 740 Seres A ... 500,000 101.00 § 50,000 $ 50,000
756 Seniec B. ... e N 450,000 10226 45,071 45,071
Adiustalle Senes L. . 0 o aiahona 500.000 103.00 48,950 45,950
Remarketed Series I k . 750 100.000.00 73,313 73313
Total Preferred Stock, wuhout Mmdatary thcmpnon Provisions gg&li $217,334

The accompanying notes and summary of significant accounting policies are an integral part of this statement
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(1) PROPERTY OWNED WITH OTHER UTILITIES AND INVESTORS

The Company owns, as a tenant in common with other utilities and those investors who ate 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 right 1o a perceritage of the generating capability of each
unit equal 1o its ownership share. Each utility owner is obligated to pay for only its respective shave of the
construction #nd operating costs. Each Lessor has leased its capacity nghts 10 a utility wnich is obligated to pay for
#uch Lessor's share of ihe construction and operating costs. The Company s share of the operating custs of these
generating units is included in the Income Statement. Property, plant and equipment at December 31, 1991
includes the following facilities owned by the Company as a tenant in common with other utilities and Lessors

Orwnet Construction
In. Owner- ship Plamt Work in
Service ship Mega Fower " Progress and  Accumuilated
Generating Unit Date,  Shate  wats  Soure Servige Susponded  Depreciation
I Berviee: (thousands of doliars)
Seneca Pumped Storage . 1970 0 (0 32 Hydro $ 727 $ 100 $ 19858
Bastlake Unit 5. 1972 68 80 411 Coa! 181,18 21w -
Davis-Dosse . e L 1977 513 a5 Nuclear 640 121 21,055 150411
Peery Unit 1 and Common Facilities 1987 an an Nuglear 1,622,823 4,200 wLnr
Beavet Valley Unit 2 and Common
Facilites (Note 2) . 1987 la47 am Nuciear 1.170.046 5461 144,780
Construction & 3
Perry Unit 2 (Note 3(c)) : Uneertain 3111 s Nuclear - ST R06 —_
§3.681 K73 $541.741 $506, 743
TemguamamcwT = s ves

Depreciation for Eastlake Unit 5 has been accumulated with all other nonnuclear depreciable property rather

than by specific units of depreciable property.

Effective May 1, 1991, FERC approved an agreement under which the Company is selling the power from its
share of the Seneca Power Plant 10 two subsidiaries of General Public Utilities Corporation through 1993

Revenues from this transaction were $16,000,000 in 199]

Ohio Edison and Pennsylvania Power purchased 80 megawatts of the Company’s capacity entitlemeni in

Unit 1 from November 1987 thro

ugh May 1989, Revenues from this transaction were $31,831 000 in 1989

ownership share of Perry Unit 2 set for*h above does not reflect the Company's acquisition of Duguesne’s
13.74% ownership share in February 1992 See Note 3(c).

(2) UTILITY PLANT SALE AND LEASEBACK TRANSACTIONS

As a result of sale and leaseback transactions
completed in 1987, the Company and Toledo Edisor
are co-lessees of 18.26% (150 megawatts) of Beaver
Valley Unit 2 and 6.5% (5] megawatts), 45 9% (358
megawatts ) anc 44.38% (355 megawatts) of Units 1, 2
and 3 of the Mansfield Plant, respectively, all for
terms of about 29': vears.

As co-lessee with Toledo Edison. the Company is
also obligated for Toledo Edison’s lecse payments |f
Toledo E%l.lson 18 unable to make its payments under
the Beaver Valley Unit 2 and Manshield Plant leases.
the Company would be obligated to make such
Fly mnents. No payments have been made on behalf of

oledo Edison to date

Future minimum lease payments under these
operating leases at December 31, 1991 are summarized
as follows,

For
For the Toledo
vear Company  Edison
{thousands of dollars)
b1 . § 63000 $ 10000
1993 63,000 111000
w84 . [ } €1,000
1995 reais . 6300y 11,000
199 .. : . . 63,000 11,000
Later Years . ‘ _L516,000 2,480,000
Total Future Mirimuam
Lease Payments SLEMLOOO 83034 (X

{Cleveland Flectric)

Semiannual lease payments conform with the
payment schedule for each lease.

Rental expense is accrued on a straight-line basis
over the terms of the leases. The amount recorded by
the Company in 1991, 1990 and 1989 as annual rental
e;genu for the Mansheld Plant leases was
$70,008,000. Amounts charged t7 expense + excess of
the lease payments are now classified as accumulated
deferred rents on the Balance Sheet. Previously, the
excess was included in accounts payable.

The Company and Toledo Edison are responsible
under these leases for paying all taxes, insurance
premiums, operation and maintenance costs and all
other similar costs for their interests in the units sold
and leased back, The Company and Toledo FEdison
may incur additional costs in connection with capital
improvements to the units. The Company and Toledo
Edison have options to buy the interests back at the
end of the leases for the fair market value at that time
or to renew the leases. Additional lease provisions
provide other purchase options along with conditions
for mandatory termination of the leases (and possible
repurchase of the leasehold interests) for events of
default. These events of default include
noncompliance with several financial covenants
affecting the Company, Toledo Edison and Centerior
Energy contained in an agreement relating to a letter

Fa7 (Cleveland Electnic)

PRI T ] D ey iy e T



B ==

e =

of credit issued in connection with the sale and
leaseback of Beaver Valley Unit 2. as amended in
1989, See Note 10(d)

Toledo Edison is selling 150 megawatts of its
Beaver Valley Unit 2 leased capacity entitlement to
the Company. This sale commenced in 1938
and we anticipate that it will cortinue at Jeast unil
1998 Purchased power expense for this tranca:tion
was $106.589.000, $102.773.000 and 104,157,000 in
1991, 1990 and 1989 respectively. The future
minimum lease payment: assoctated with Beaver
Valley Unit 2 aggregate $1,869 000,000,

{3) CONSTRUCTION AND CONTINGENCIES
(a) CONSTRUC/ION PROGRAM

The estimated cost of the Company’s construction
m for the 1992-1994 periad is $731.000.000,

’ﬂdudm AFUDC of $38000,000 and excluding
nuclear fuel.

in an agtement approved by the PUCO, the
Company and Toledo Edison have agreed to limit
their combined 1992 other operation and maintenance
expenses and capital expenditures to $1,050,000,000
exclusive of compliance costs related to the Clean Air
Act. Within this lmitation, capital expenditures are
budgeted at $191,000,000 for the Company, exclusive
of the Clean Air Act compliance costs.

() CLEAN AP LEGISLATION

The Clean Air Act will require, among other things,
significant reductions in the emission of sulfur dioxide
and nitrogen oxides by fossil-fueled electric
generating units. The Clean Air Act will require that
sulfur dioxide emissions be reduced in two phases
over a ten-year penod.

Centerior Energy has developed a compliance
strategy for the Company and Toledo Edison which
will be submitted to the PUCO for review in April
1992, Centerior Energy will also seek United States
Environmental Protection Agency approval of I'hase |
plans in 1993. The compliance plan which results in
the least coc: and the greatest Jexibility provides for
compliance with both phases through 2001 by greater
use of low sulfur coal at some of our units and the
banking of ermssion allowances. The plan would
W capital expenditures fo. (he Company over the
1992-2001 period of approximately $155,000,000 for
nitrog 2n oxide control equipment, emission
monitoring equipm:nt and plamt modifications. In
addition, higher (uel and other operation and
mainterance expenses would be ircurrea, The least
cost olan also calls for the Company to place in
service after 2001 a scrubber or other sulfur emission
reduction technology at one of its generating plams
The rate 'ncrease associated with the Company's
capital expenditures and Lugher expenses would be
about 1-2% in the late 199%0s and another increase after
the year 2000, for an aggregate rate increase in the
range of 3-6%,

Our final compliance plan will depend upon future
environmenial regulations and input from the PUCO,
other regulatory bodies and uther concerned entities.
If a plan other than the least coct plan is required,

(Cleveland Flectric)
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significantly higher capital expenditures could be
required during the 19922001 period

We believe that Ohio law permits the recovery of
comphiance costs from customers in rates.

{c) PERRY UNIT 2

Perry Unit 2, including s share of the common
faciliies, i approximately 50% complete. Construction
of Perry Unit 2 was sugpended in 1985 pending future
consideration of various options, including
resumption of full construction with a revised
estimated cost, conversion 1o a nonnuclear design,
sale of all or part of our ownership chare, or
cancellatien. No option may be implemented without
the unanimous approval of the owners. In October
1991, the Company, which is responsible for the
construction of Perry Unit 2. applied for a ten-year
extension of the construction permit which was to
expire in November 1991, Under NRC regulations, the
construction permit will remain in effect while the
application 15 pending. We expect the NRC to grant
the extension.

In February 1992, the Company purchased
Duquesne’s 13.74% ownership share of Perry Unit 2
for $3.324.000 This purchase increased the
Company s ownership share of the unit to 44 85%,
with the remainder owned by Toledo Edison, Ohto
Edison and Pennsylvania Power The purchase does
not signal any plans to resume construction of Perry
Unit 2, but rather our intent to keep our options
open, Duguesne had stated that it would not agree ©
resumption of construction ¢f the unit.

If Perry Unit 2 were to be canceled, then our net
investment in the unit (less any tax saving) would
have to be written ¢ff. The Compary estimates that
such a write-off, based un its investment in this unit
as of December 31, 1991 and after adjustment fot the
Sebruary 1992 purchase of Duguesne’s ownership
share, would have been about $267,000,000, after
taxes. See Note 10(d) for a discussion of potenual
consequences of such a wnte-off.

1f & decision s made to convert Perry Unit 2 to a
nonnuclear design in the future, we would expect to
write-off at that time a portion of our investment fur
nuclear plant construction costs not transferable to the
nonnuclear construction project.

Beginning in July 1985, Perry Unit 2 AFUDC was
credited to a deferred income account until January 1,
1988, when the accrual of AFUDC was discontinued.

d) SUPERFUND SITES

The Comprehensive Environmental Response,
Compensation and Liability Act of 1980 as amended
{Superfund ) established programs addressing the
cleanup of hazardous waste disposal sites, emergency
pieparedness and oher issues. The Company is
aware of its potential involvement in the cleanup aof
seven hazardous waste sites. The Company has
recorded reserves based on estimates of its
proportionate responsibility for thes: sites. We believe
that the ultimate outcome of these matters will not
have a material adverse effect on our financial
condition or results ai operations

(Clevelana Electric)




(4) NUCLEAR OPERATIONS AND
: CONTINGENCIES

(4) OPERATING NUCLEAR UINITS

The Company's interests in nuclear units may be
impacted by activities or events beyvond its control
Operating nuclear generating units have experienced
unplanned outspes of extensions of scheduled

‘ because of egiripment problems or new
regulatory requiremants. A major accident at a nuciear
facility anywhere in the world could cause the NRC
1o limit or bit the operation. construction o1
loensing of any uclear unit. If one of our nuclear
units is taken ou of service for an extended period of
time for any reason, including an accident at such
unit ot any other nuclea: facility, the Conpany
cannot predict whether regulatory authonties would
impose unfavorable rate treatment such as taking our
affected unit out oi rate base or disallowing certe i
construct on of mantenance costs. An extended
outage of one of our nuclear units coupled with
unfaverable rate treatment could have a material
adverse effect on cur financial position and results of

operations.

(k) NUCLEAR INSURANCE

The I'rice Andersor: Act limits the lability of the
owners of a nuclear power plant 1o the amount
provided by private ainsurance and an industry
assessment plan. In the event of a nuclear incident at
any unit in the United States resulting in losses in
excass of the level of private insurance (currently
$200.000,000), the Company’s maximum potential
asessment urder that plan (assuming the other
CAPCO compinies were to cortiibute their
fmpoﬁicmm share of any assessment) would be

70,754,000 (plus any inflation adjustment) per
incident, but is limited to $10,696,000 per year tor each
nuclear incident.

The CAPCO ompanies have insurance coverage
for damage to property at the Davis-Besse, Perry and
Beaver Valley sites (including leased fuel and clean-
up costs). Coverage amounted to $2.515.000,000 for
each site as of lanuary 1, 1992 Damage w property
could exceed the insurance coverage by a wubstantial
amaunt, If it does, the Company's share of such
exvess amount could heve a material adverse effect
on its financial conditior ard results of operations.

The Company also has extra expense insurance
covers ‘e which inciudes the incremental cost of any
repla. - .ent power purchased (over the costs which
would have beer incurred had the units been
operating) and other incidental expenses after the
oecurrence of certain types of accidents at our
nuclear units. The arnounts of the coverage are 100%
of the estimated e«tra expense per week during the
82-week period starting 21 weeks after an acoident,
67% of such estimate per week for the
next 52 weeks and 33% of such estimate per week for
the next 52 weeks. The amount and duration of extra
expense could substantially exceed the insurance
coverage

{Cleveland Electric)
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(3) NUCLEAR FUEL
The Company has inventories for nuclear fuel which
should provide an adequate supply inta the mid
19908 Substantial additional nuclear fuel must be
obtained to supply fuel for the remaining useful lives
o Davis-Besse. Persv Unit 1 and Beaver Valley Unit
2 More nuclear fue) would be required if Perry Unit
2 were completed as a naclewr gencrating unit

In 1989, existing nucleat fuel financing
arrargements for the Company and Tolede Edison
were refinanced through lsases from a special
purpose corpotation, The total amount of financing
currently avsilable under these lease artongements s
$509,000.000 ($309,000,00¢ from intermediate term
notes and $200.000.000 from bank credit
arrangements ), although financing it an amount up
1o §900,000.000 i« permitted. The imtermediate -torm
notes mature in the period 19931997 The bank credit
arrangements are cancelable on two vears notice by
the ienders. As of December 31, 1991, $281,000.000 of
nuclear toel was financed for the Company. The
Company and Toledo Edison severally lease their
respective portions of the nuclear fuel and are
obligated te pay for the fuel as it is consumed in a
reactor. The lease rates are based on various
intermediate-term note rates, bark rates and
commercial paper rates

The amounts Ainanced include nuaear fuel in the
Davis-Besse, Perry Unit | and Beaver Valley Unit 2
reactors with remaining lease pavments of
$76,000,000, $54.000,000 and $18.000.000, respectively,
as of December 31, 1991, The nuaclear fuel amounts
Ananced and capitalized also included interest
charges incurred by the lessors amounting o
$12,000,000 in 1991, $19,000,000 in 1990 and
$25.000,000 in 1989. The estimated future lease
amortization payments based on projected
consumption are $51,000,000 in 1992 $54,000.000 in
1993, $51,000,000 in 1994, §44,000,000 in 1995 and
$47.000.000 in 1996

(6) REGULATORY MATTERS

On January 31, 1989, the PUCO wssued a rate order
which provided for three annual rate increases for the
Company of approximately 9%, 7% and 6% effective
with bills rendered on and after February 1, 1989,
1990 and 1991, respetively. As discussed below, the
6% increase elfective February 1. 199] was reduced 1o
435% The resulting annualized revenue increases in
1989 1990 and 1991 associated with the rate mder
were $120,700,000, $105.700,000 and $71,.400,000,
respectively,

Undet the January 1959 rate order, a phase-in plan
was 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 of return on the Company's
allowed investment in Perry Unit 1 and Beaver Valley
Unit 2 for ten years beginning Jancary 1, 1989, In the
first five vears of the plar. the revenues were
expected 10 be less than thet required o recover
operating expenses and provide a fair retaum on
investment, Therefore, the amounts of operating

(Cleveland Electric)
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expenses and return on investinent not currently
recovered are ¢ ferred und capitalized as deferred
charges Since the untecovered investment will
declne over the peood of the phase-in plan because
of depresation andd deferred jederal income taxes
that result from the use of accelerated tax
depreciation. the amount of revenues required to
vide a ‘air return also declines. Pursuant 10 such
phase-in plan, the Compan®' deferred the following

S0, SN, T
(thousards of dollars)

Dederred Cperating Lapenses $ 16426 $ Bt § 5. 00

: Charges.

Cmu 'w s S BAEIS S M1A21 8 ML
quity o . 600 110177 135784

$ BT 818 $16) 508 $11p.851
mueewss  SNESaiNT Enamnaas

The amount of deferred operating expenses and
carrving chatges scheduled 1o be recorded in 1992 and
1993 total $51,000,000 and $16,000,000, respectively.

ing in the sixth vear (1994) and continuing

through the tenth veut, the revenue levels suthonzed
pursuant to the phase-in plan were designed 10 be
sufficient to recover that penod's operating expenses,
@ fair return on the unrecovered investment. and the
amortization of the delerred operating expenses and
carrving charges recorded during the carlier years of
the plan. All phase-in deferrals relating to these two
units 9;\raﬂ! be amortized and recov by December
31, 1998

The phase-in plan was also designed so that
fluctuations in sales should not affect the level of
earnings. The phase-in plan permits the Company to
request PUCQO approval of increases or decreases in
the phese-in plan deferrals to compensate for the
effects of fluctuations in sales levels, as compared to
the levels ed in the rate order, and for 50% of
the net after-tax savings in 1989 and 1990 identified by
the management audit as discussed below. Pursuant
to these provisions ¢, .he order, the Company
< orded no adjustment to the cost deferrals in 1989

{Cleveland Electnc)
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and recorded adjustments 19 increase the cost
defertals by approximately $24 000,000 and
$24, 800,000 in 1980 and 1991, respectively, The
$24.500,000 ircrease recorded in 1991 included a
$29,000.000 increase for the adjustment of the 1991
cost deferrals, whicth was partially offset by a
$4.500,000 reduction for an adjustment of the 1990
cost delerrals

In connection with the 1989 order and a similar
order for Toledo Edison, the Company, Toledo Edison
and the Service Company have undergone 2
management aud:l, which was completed in Apnl
1990, The audit identihed potential annual savings in
operating expenses in the amount o $98,160,000
from Centerior Energy s 1989 budget level 55%
($53,988,000) for the Company. The Company
realized a large part of the savings in 1991

Fifty percent of the savings identified by the
management audit were used 1o reduce the 6% rate
increase scheduled to be effective on February 1, 1991
for the Company. As discussed previously, our rates
increased 4.35% under this provision with the
PUCO s approval

The 1989 order also set nuclear performance
standards through 1998 We could be required to
refund incremental replacement power costs if the
standards are not met. No refund was required in 1991
nor 1s one expected for 1992 The Company banked
$1,500.000 in benefits in 1991 for above average
nuclear performance based on industry standards for
operating availability established in the 1989 arder,
These banked benefits are nol recorded in the
financial statements as they can only be used in future
vears, if necessary, to offset disallowances of
incremental replacement power costs.

Under the 1989 arder, fossil-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 Edison achieve a systemwide
availability factor of at least 64 9% annually. This
standard was exceeded in 1989, 1990 and 1991, with
availability at approximately 80% for each vear,

{Cleveland Electnic)
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~(7) FEDERAL INCOME TAX
~ Federal income 1ax, computed by multiplying income before taxes by the statutory rates, is reconciled to the

g e S Rt B
L i -

»r

amount of federal income tax recorded on the books as follows
Faur the years ended Decerbor 31,

- . .. .
{thousands of dollars)

Mook Snceene Beineg Fodeorel Incama Tax ..o a2 ad, L sl
Tax on Book lncome at Stemory Rate s 0 UAN Rl A $127.940 $11486] $143 008
Increase (Decrease) n Tax

Acvelerated depreaiation 1 - : (1.861) 140 442
Investment s credits on diszllowed nudlear plam - (E"n -
Taxes. other than lederal moome tases | (1.680) (9469 -—-
OUhes Hem i v s s L7 L _ A

Total Federal tncome Tax Expense . : 100,135 § 268 $140.97%

paesifoa e LT L g= i d TEIRNESE

Federal income tax expense 1s recorded in the Income Statement as follows:
For the years ended Docember 31,

LT 0 LN
{thousands ol dollars)
Operating Expenses
Current Tas Drovision . . § 74582 § 2690 § a3
Changes in Arcomulated Deferred Federal Income Tax
Accelevated depreciation and amartization i g £.623 097 35,380
Alternative minimum tas credit . .. Pee] . (2.580) [18.8a0) (54.874)
Bale and leaseback transaction and amartizabion ! (5% KLY 3083
Property tax expense V& - (10.480) -
Reacquired debt comts B v 16,720 1 RK7 (#7%)
Deferrod construction work in progress revenues {1509} 1on3 11005
Deferred fuel costs. .. .. . (30401 & 765 (3.15%)
Davis-Besse replacement power ! - - ERETS
Other ttems ..., : , 13618 14 980 6,257
Trvestment Tax Crodits Wiy . L 1.2az 1w bl
Total Charged (0 Operating Expenses 105,824 e L 2
Nonoperating Income. :
Cuerent Tax Frovision. . ... ..., o . , (B.203) (25.228) (31,298)
in Accumulated Deferred Foderal Income Tax:
Write-off of nuclear costs ... . .. . ... . o : {199) (11,986) -
AFUDC and carrying charges ... .. .. Fop-r1] g 31,780 82613 £7.541
T T R R . hw 944 — %)
Total Expense Charged to Nanoperating Income . : 2431 __2040) 554699
Total Federa! Income Tax Expense . ... ... . Laran $130.138 $ 0% 500 $140.974
asmTEsE ezmnrigent amestooey:

The Company joins in the filing of a consolidaled federal income tax return with its atfiliated companies. The
method of tax allocation reflects the benehts and burdens realized by each company's participation in the
comsolidated tax return, approximating a separate return result for each company.

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 10 non perating
income by $18,712,000.

The favorable resolution of an issue concerning the appropriate year 1o 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 quarter).

For tax purposes, net operating loss (NOL) carryforwards of approximately $233.451,000 are available to
reduce futu e taxable income and will expire in 2003 through 2005, The 34% tax effcct of the NOLs generated is
$79,373,000 and is reflected as a reduction to deferred federal income tax relating to accelerated depreciation and
amortization. Future utilization of these tax NOL carryforwards would result in recording the related deferred

Ti\e 1986 Tax Act provides for an AMT credit to be used to reduce the regular tax to the AMT level should the
regular tax exceed the AMT. AMT credits of §56,448,000 are available to offset future regular tax. The credits may
be carried forward indefinitely.
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(§) RETIREMENT INCOME PLAN AND
OTHER POSTRETIREMENT BENEFITS

(@) RETIREMENT INCOME PLAN

The Company and Service Company jaintly sponsor a
noncontributing pension plan which covers all
employee . The amount of retirement benefits
generally m 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 benefite. The Company s and Service
Company's funding policy is to romply with the
Employee Retirer~ent income wsecurity Act of 1974

lines.

In 1990, the Company and Service Company
offered a Vilunwary Early Retirement Opportunity
Program (VEROM). Omﬁnﬁupemn for both
companies for 1990 inciuded $8.000,000 of pension
plan accru s o cover enhanced VEROP benefits plus
an additional $20,000,000 of pension costs for VEROP
benefits paid to retirees from both companies’
corporate funds. The §20,000 000 is not included in
the pension data reported below. Operating expenses
for 1990 for both companies aiso included a credit of
$36,000,000 resulting from a settlement of pension
obligations through lump sum payments to a
substantial number of VEROP retirees.

Net pension and VEROP costs (credits) for 1989
through 1991 were comprised of the following

i e e
| { dallars
P Caow (Crosite): {millions of dollars)
Service cost Tor benefits earnod
dirng the periced ... ... . $§vY S0 81
Interest cost on projected benefis
obfigation. . ..\ .... .. 2% 2% 3 .
Actual retiim on plan assets ..., {W9) i (5 )
Net amortization and defenal 50 (80 s
Net pension credits ... (15) (i (12}
VEROWP cost. o a Pty 1| - . i
Settlemeni gain ..., ..., ! - e
Net gredits ..., el ﬂ,‘é’ ggg) .‘.ﬁaz’

The following table presents a reconciliation of the
funded status of the plan at December 31, 1991 and

1990
__December 31,
%1 199
!
Aethanial present value of benefit i
Vested benefits o v $ 29 | B
Nonvested henefis .., ............ 2 18
Accumuisted benefit obligation k) u?
Effect of future compensation
levels T ol 09 50
Total projected benefit obligation 31 97
Man ass s &t far market value _ 583 _ o2
Surplus of plan assets over projecied
bonefit obligation e i | 205
Unrecognized net gain due to variance
between assumptions and experience {137 (773
Linrecognized prior service vost . £ 8
Transition assel &t lavoary 1. 1987
being amaortized over 19 years __I$%) {94
Net prepaid pension cust § 57 § a2

(Cleveland Electric) b4

The settlement (discount) rate assumption was
8.5% for both December 31, 1991 and December 31,
1990, The long-term rate of annual compensation
increase assumption was 5% for both December 31,
1991 and Decembor 31, 1990 The long-term rate of
return on plan assets assumption was 5 5% in 199]
and 8% in 1990,

Plan assets consist primarils of investmen:: in
common stock, beoa. evaranteed investment
contracts, cash equivalent securities and real estate

(b) GTHER POSTRETIREMENT BENEFITS

The Financial Accounting Standards Board has issued
a new accounting tandard for postrétirement
benedits other than pensions. The new standard
would require the accrual of the expected cost of such
benefits duning the employees vears o, setvice The
assumptions and calculations involved in
determiring the accrual closely parallei pension
accounting requirements.

The Company currently provides ¢ ttain
postretirement health care. death and other Lenefits
and expenses such costs as these benehts are paid,
which is consistent with current ratemaking practices
Such costs totaled $6,000.000 in 1991, §5,200,000 in
1990 and $4,200.000 in 1989, which include medical
benefits of $4,900 000 in 1991, $4,100,000 in 1990 and
$2.900,000 in 1989,

The Company expects to adopt the new standard
prospectively effective January 1, 1993. We plan to
amortize the discounted present value of the
accumulated postretirement benefit obligation to
expense over a tienty-year period. The Company has
engaged actuanies who have made a preliminary
review using 1990 daca. Based on this preliminary
review, the accumulated postretirement benefit
obligation as of December 31, 1991, measured in
accordance with the new standard, is estimated in the
range of $80,000,001 1o §115,000,000. Had the new
standard been adopied in 1991, the preliminary study
indicated that the additional postretirement benefit
cost in 1991 would have been in the range of
$7.500,000 to $13,500,000 (pretax). We believe the
effect of actual adeption in 1993 may be similar,
although 1t could be significantly different because of
changes in health care costs, the assumed health care
cost trend rate, work force demographics, interest
rates, or plan provisions between now and 1993,

The Company does not know what action the
PUCO may take with respect to these incremental
costs. However, we believe the PUCO will either
allow a means of current recovery of such incremental
costs or provide for deferral of such costs until
recovered in rates. We do not expect adoption of the
new standard to have a material adverse effect on
our financial condition or results ol operations.

(9) GUARANTEES

Under two long-term coal purchase arrangements, the
Company has guaranteed certain loan and lease
obligations of two mining companies One of these
arrangements requires pavments to the mining
company for any actual out-of-pocket wdle mine
expenses {as advance payments for coal) when the
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company. At December 31, 1991, after giving
t to & refnancing completed on lanuary 2 1992

¢ one of the mining companies. the principal amount
f the mining companies’ loan and lease obligations
guarantred by the Company was $78,000 000

 (10) CAPITALIZATION

{8) CAPITAL STOCK TRANSACTIONS

Preferred and preference stock shares sold and retired
during the three years ended December 31, 1991 are
listed in the following table ™

The annualized cumulative preferred diviaend
requirernent as of Decemibser 31, 1991 15 §41,000.000.

The preferred dividend rates on the Company s
sertes L. M and P fluctuate based on prevailing
interest rates and market conditions, with the
dividend rates tor these issues averaging 8.26%, 7.61%
and 6 24%, respectively, in [99),

Preference stock authanzed tor the Company 1s
3,000,000 shares without par value. No preference
shares are currently outstanding

There are no restrictions on the Company s ability
10 sshe preferred or preference stock,

With vespect 1o dividend and liquidation rights, the
Company’s preferred stock is prios to its preference
stock and common stock, and 1ts preference stock s
POOE 1o its common stock,

(d) LONG-TERM DERT AND OTHER
BORROWING AREANGEMEINTS
Long-term debt, less current maturities, was as

follows:

Actua!

e T e N e T T Rt — A B e Bl el e R T |
Lah “i | =] - Te e g B . 1 . el B “pitin o ol Shanl Su i

mo lm

Camuiative Prefered and (thomndsmshnmi

Prederence Stock Subiect w0

Mandatory Redempuion.

Prederred Sales:

$ 980 Serige Q... ™ —_ -
BAO0 Serves R . .. 50 - -

Preferred Retirements

$ THSerisC . () (10} (10)
#800Senes £ .. . (4 3 L)
BooSenes F ... {3 . {h
8000 Seres G - - n 2)
500 Sevies X - (M) (4)
4500 Senes | ' {14} %) (4}
13S0 Senes K Foye g (1) e .
Adjustabie Series M (100} - o

Preference Retirements

R CE R R - is)
N Change ....ooovoo00in {9 (30)

(b) EQUITY DISTRIBUTION RESTRICTIONS

At December 31, 1991, consolidated retained earnngs
were $578.206,000. The retained earnings were
available for the declaration of dividends on the

E:pony s prefrrred and common shares. All of the
pany ‘s common shares are held by Centenior

ﬂi; financing by the Company of any of its
nonutility affiliates requires PUCO authorizanon
unless the financing is made in connection with
transactions in the ordinary course of the Company's
public utilities business operations in which one
company acts on behalf of another,

(¢) CUMULATIVE PREFERRCD AND
PREFERENCE STOCK

Amaounts to be paid for preferred stock which must be
redeemed during the next five yvears are $14,000,000
in 1992, $29.000,000 in 1993, $29.000,000 in (994
$40.000,000 in 1995 and $30,000.000 in 1996,

The annual mandatory redemption provisions are

e W m. T e = T oeom oy T e T St S om [ e alTh Dl B . - - o P
£ - - i - r -

)

N

as follows:
(o] Leiat il er
Redeemed in . Share
Preferred

$ 75 8eries ... 10.000 16R4 §
BEOO Seres E . 3.000 19%] 1,000
Adjustable Series M 100,000 1941 100
9125 Senes N | 150,000 1093 100
#1.50 Senies Q 10,714 1995 1.000
85,00 Senes R 50,000 2001+ 1.000

*All outstanding shares (o be redremed December 1. 2001

(Cleveland Electric)

A Average h."_‘t"_'*_‘." ‘lm-.
Year of Maturity Intetest Rare l\M L
{thivusands of dollam)
First mortgage bonds
1902 . IS % % w § 2000
1992 . 1o 1058 - 40,000
1}, . 1375 — 430
ey , AETS 30,000 30000
19493 : . . 855 50,000 §0.000
1993 B 1375 454 430
1994 ... L . 4375 25 000 25.000
1994 ! 13.7% 438 4,334
1985 ] 13.7% 435 4.3%
RO s AT e | 7.00 750 750
1904 e - 1375 4,354 4334
1965 ‘ 7.00 /50 750
19972001 . 11.20 61420 61,420
20023006 ., ..., 037 140,078 140,076
2002:3011 . .. .. y 8 66 335,350 235,380
2012-2016 i 897 439,085 439,085
2012.3021 ... ... .. 859 S67RR0  H67.RE0
20222023 . ... ... 778 174,300 174 300
1841947 1,906,251
Term bank loans due
1995199 ., ..... 7896 81.200 114 300
Medium-term notes
due 19932001 . ... ... 817 Z00,000 550,000
Pollution control notes
due 19832012 6.0 §3.750 84,260
Other «— net . i - 550 %0
Total Long-Term
Debs ! !-2682!105 S 631, Jll

Long-term debt matures during the next five years
as follows: $79,000,000 in 1992, $§271.000,000 in 1993,
$42.000.000 in 1994, $206,000000 in 1995 and
$151,000.000 in 1996

During the 1989-199]1 period, the Company ssued
$700,000,000 aggregate principal amount of secured
medium-term notes. The notes are secured by firg
aortgage bonds

The Company has arranged to refund in fuly 1992
$78.700.000 principal amount ot a public authority's
tax-exempt bonds due 2012 and baving a 13%%
interest rate with the proceeds from the sale in July

{Cleveland Electric)
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| squal principal amount of the authority s
bonds due 2013 and having an eHective interest cost
of 825% The Company's hrst morgage bonds
collaterally secure both issues. The PUCO authorized
the Company to record interest expensy equal to a
blend of the higher rate on the outstanding bonds
‘with the lower rate on the new bonds for an interest
ogmn rediaction of $1,000,000 in 1990, $3,400.000 in
199] and approximately $3,000,000 in 1992

The Company’s mertgage constitutes a direct first
lien on substantially ali property owned and
franchuses hald by the Company. Excluded hom the
flen. among other things. are cash, securities.
actounts recetvabie, fuel and supplies,

Addiional first morigage bonds may be issued by
the Company under its martgage on the hasis of
bondeble property adaitions. cash or substitution for
refundable firsr inortgage bond™ The issuance of
additional hrst mortgage bonde on the hasis of
property additions is limited by two provisions of our
mortgage. On» relates to the amount of bondable
property available and the other 1o earnings coverage
of interest on (ne bonds. Under the more restrictive
of these provisions (currently, the amount of
bo .dable propirty available), we would have been
m\med to issue approximately $335,000,000 of
bonds based upon available bondable property at
December 31, 1991. The Company also would have
been permitted to issue approximately $214,000,000 of
bonds based upon refundable bonds at December 31,
1991, If Perry Unit 2 had been canceled and written
off as of December 31, 1991, the Company would not
have beer permitiad to 1ssue any bonds based upon
available bondable property, but would have been

mwd to iLsue ximately $214,000.000 of
based upon refundable bonds.
An agreement reating 1o a letter of credit issued in

connection with the sale and leaseback of Beaver
Vailey Unit 2 (as amended in 1989) contains several
financia! covenants affecting the Company, Toledo
Edison and Centerior Energy. Among these are
covenants relating 1o earnings coverage ratios and
capitalization ratios. 1he Company, Toledo Edison
and Centerior Energy are in compliance with these
covenant provisions. We believe these covenants can
still be met in the event of a write-off of the
Company’s and Toledo Edison’s investments in Perry
Unit 2, barring unforeseen circumstances.

(11) SHORT-TERM BOCREROWING
LE el S 5%

The L v -~ 4 $152,000,000 of bank lines of credit
arran> . Jecember 31, 1991, This included a
$3000 .., - . of credit which provided a

$5,000,000 . . of credit to be available to the Service

Company ii unused by the Company. There were no

borrowings under these bank credit arrangements at
Decembes 31, 1991

{Cleveland Electric)

Short-term borrow.ng capacity authorized by the
PUCO 15 300,000,000 for the Company The
Company and Toledo Ldison have heen authorized
by the PUCO 10 borrow from each other on 4 short-
term basis

Most borrowing arrangements under the stiont:
term bank lines of credit require a fee of 0.25% per
year to be paid on any unused portion of the lines of
credit. For those banks without fee requirements, the
average daily cash balance in the Company's bank
accounts satished mtormal compensating balance
Arrangements

At December 31 1991, the Company had no
commercial paper outstanding ¥ commercial paper
were outsianding, it would he backed Ev 4t jeast an
equal amount of unused Lark Hres of credit,

(12) CHANGES IN ACCOUNTING FOR
NUCLEAR PLANT DEPRECIATION

It June 1991, the Company changed the method used
to accrue nuclear plant depreciation from the units:
of-praduction method to the straight-line method
retroactive to January 1, 1991, The good performance
of the nuclear generating units over the past several
vears hau resulted in units-of-production
depreciation expense being significantly higher than
the amount imphat i current electric rates. The
straight-line metnod better matches revenue and
expense, tends to levelize periodic depreciation
expense for nuclear plant and is more consistent with
industry practice.

The PUCO approved the change and authorized
the Company to accrue depreciation {1 its three
operating nuclear generating units at an accrual rate of
about 3% of plant investment based upon the units’
forty-year operating licenses from the NRC. This
change in method decreased 1991 depreciation
expense $21,997.000 and increased 1991 net income
$16.957.000 (net of §5,040,000 of income taxes) from
what they otherwise would have been,

In December 199). the PUCQO ap,roved a
reduction in the straight-line deprecianon acer.al
rate from about 3% to 2.5% for each of the three
operating nuclear units retroactive to January 1,

1991. The Company believes the lower deprect-
ation accrual rate is appropriate and reduces
combined annual depreciation expense to a

level more closely aligned with the total amount
currently being recovered in customers’ rates for
these units. This change in rate decreased 1991
depreciation expense $18,309,000 and increased

1991 net income $14,006,000 (net of

$4.303,000 of income *xes) from what they otherwise
would have been

Depreciation expense recorded in prior vears was
not affected. Current electric rates were also
unaffected by the PUCO orders.

(Cleveland Electnic)
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©(13) QUARTERLY RESULTS OF OPER * TIONS (UNAUDITED)

& m‘:‘mm is a tabulation of the unaudited quanerly results of operations for the two vears ended December
] n" .

Guaners Ended N
March 31 June ), Sept. 3. Dec 31
(thousands of dollars)
1991
Operating Revenues. ... .................ooiiv. L. GABL0BT  S455.614  $51R005  $420932
o T T R P D PP PP IR 90,340 102,283 139,400 B3 667
T P S P SCHP S yeaksi 37 894 52,088 94 84S 6133
Earnings Available for Common Steck . . L ; 29.197 43402 85,874 51 824
1990
Operating Revenues ... ... oo . SAETR4L S40S150  §495337  S40543)
Opeatintg Income, . .. . .. T T e PR 76273 57,596 130348 82,161
NetIncome ..., ... Byt aniky min e e MR gV TN 431831 43,019 95,008 50473
Fatnings Available for Common Stock ... ... ... 34,280 13682 B6.043 81,641

Operating revenues for the first three quarters of 1991 and the four quarters of 1990 were restated to comply
with current FERC revenue reporting requirements, as discussed in the Summary of Significant Accounting
Policies. This restatement had no effect on earnings results for the apphicable quarter. The unaudited guarterly
results for the quarter ended March 31, 1991 were also restated to reflect the change in accounting for nuclear
plant depreciation to the straight-line method (at about a 3% accrual rate) as discussed in Note 12

Earnings for the quarter ended December 31, 1991 were increased as a result of vear-end adjustments of
$18.309,000 to reduce depreciation expense for the year for the change in the nuclear plant straight-line
depreciation rate 10 2.5% (see Summary of Significant Accounting Policies and Note 12) and $29,019.000 to
increase phase-in carrying charges for the adjustment to 1991 cost deferrals (see Note 6). The total of these
adjustments increased quar “rly earnings by $33.159,000.

Earnings for the quarter ended June 30, 1990 were increased as a result of federal income tax expense
adjustments associated with deferred investment tax credits relating to the 1988 write-off of nuclear plant
investments. See Note 7. The adiustments increased quarterly earnings by $18,391,000.

Earnings for the quarter ended December 31, 1990 were increased as a result of year-end adjustments of
$18,030,000 to reduce depreciation expense for the year for the change in de;wcmion rates for nonnuclear and
Davis-Besse property (see Summary of Significant Accounting Policies), $24.102.000 to increase phase-in

~ carrying charges for the adjustment to 1990 cost deferrals (see Note 6) and $8.207,000 to reduce federal income

tax expense (see Note 7). The total of these adjustments increased quarterly earnings by $37,000,000.

(Cleveland Electric) F-45 {Cleveland Electric)
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Oﬂuﬂm Revenues (thwundt nf do!lm»l

|
f
|
|
|

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

......

(l) Whalesaie revenues. fuel and purchased power. whaolesale ou-ctm nles md putchtwd POWEr AMOUNE ae restated for 199 and prior vears 1o

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

reflect a change in reporting of bulk power sales transactions in aceordance with FERC reguirements
(k) In 1991, a ehotx in uconmm; for nuclear plant depreviation was adopred, changing from the units ol production methad to the straight-line

method al a 2

1e
: Trta! 1ol Yteam ( w-r::alm.
Yo R udential Commencial Industnal Chther Retail Whedesalt (8)  Uheoinc Heams, Revenues
1981 .. $547 413 439 7938 546 698 116 K26 1 780 7R2 TA9RE 1828704 - §1 825 784
1990 495 (58 €94 370 545 K13 122 1 1 fde 042 3 e 1 we] 188 b { BY) 15%
DODE. s 459 K3 42 519 854 M7 220 ] 8% T8 74 4% P 27 ~ 1 6M 20
1988 436 413 395 166 4% 083 SR 1 Be7 a4l 85 756 1 dhs 20 - i 443 20
1987 428 "8e o 29T 470 Nl 12 322 | A 266 134t 1 514 oh2 13 3N 132 052
1981 310 40% 203 it 3 B0 28 450 e 1% 17 be? (RO R 12 19 1029 218
Cperating Emmes (nmuundt of dnllmy
COiher
' L i 1 1 | & Fesderal 1
VR S s R -+ R~ -
m Powe: (8} m Amurtization L o Deleired Net Tasus . Bapwinser
1991, . $455 (158 469 530 170 §71(b) 215 808 (6 840) 1085 824 $1 410003
1990 412 397 4 18 169 S24 197 454 {21 KB4 78 099 1 Mg 778
1989 427 108 508 151 187 bid 183 120 (42 467 B 278 | A48 O
1988 308 637 524 478 18 731 184 K13 {104 396) 94 654 1 187 917
1967 334 328 428 938 148 91K 14407 (47 820) 81 1% 1090 944
e . 347 718 24 2% B 264 91 48 - &7 578 Ka6 331
Income (thousands of dalhn)
Federal
Other Irwome 1nepme
AFUDC -~ Dadwin.\n Carry ’C'z;-. :f'm‘:.
Year m ; Equity Net Lmﬂ;‘ (Fapeose) Charges
o i R §415 690 7 852 5 80Y 87 815 {24 311) $i9: 655
1990 346 K1 45M 1 K36 161 59K {20 a01) 493 445
L7 285 426 B 362 798 23 783 (55 609 480 811
1985 255 284 8052 (343 297) {¢) 224 548 53 12 27 e
1987 .. 2719 177 120 24610 79 66 476 555
1861 192 704 45 970 - 16 125 268 416
Income (thouund: of dollars)
Income
Cumulanve Cumulatve Pretered & i
A
Effeer of an of an Proterence Awih:t?’m
Debi AFUDC ~ Attounting Accounting Net Sk Cammen
Year Interest Dietw Change Incomme Dividends . St
b1 ) R $£250 788 14302} 246 158 - 246 158 15 857 §£210 301
1990 254 O3 (3 319) 242 328 - a2 328 36 68D 205 pdo
1989 238 042 (7 450) 250 219 - 250 119 40 227 209 W)
1988 228 8% (4 304 mm 21 874(d) G5 (85 42 504 525m
Y et e 249 958 {82 985) e 682 - I 587 41 356 266 198
1681 146 712 (34 0a0) 156 734 - 155 734 92 120817

N N —————

(£) Includes write-off of nudew costs in the amount of $257 400,000 in 1982
{d) In 1988, 3 change in the method of accounting for cnbillled revenues was adopted

(Cleveland Electric)
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TMI WMND ELECTRIC luUMmANNG LMAM JND SURSIDIARIES
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i ‘ﬂ Mﬂc hls (mnm nl KWH) Electric Customers (year end) Residential Usage
B Avetape  Averape
3 Asptage Price Revernae
LT ; induistrial EWH T P
it twﬁmmm Whalesate (#) Other  Total | Kewdetinal  Commetonl & Omer  Tatal Lu-wmn KEWH  C ustomes
LM %0 S48d BOI7 JM2 SES 20457 667495 0405 25 746298 7120 110K $787.3%
3 :_\‘ 4 !
% ame i ES61 180T 46l 20871 SO0 eR 00 KA1 TH2081 46T 1050 T8
T 5208 8 80 2132 01 W10 een TR eSO E120  TATHA T2 9M1 eOIER
1988 gL 4 908 LG e AT M TN a6 K203 ™240 Fi82 B9 w60
IS | P 4 842 4RI LR 183 ARE  IwSed N O 497 158 TaTasE b9 Gis 17 46
ik
e om 41 5 %0 7AW 17OV s293 MO TH TeRE TIIAM ABR 0 MIZ kS5
IR TS b ma s 2 vy e T s o d s i b iy & e 1 e a ! e .s
: Lﬁld (MW & \b} Envrgy (mdlmm ol KWH) Fuel
’;:ﬁ [ W | oud Semguny Seneveted Prirchased Fuel Coml tWﬂ
Year i head  Margin Factin Fomsi! N lvae Toral  Vower(d) Towl o PerkwH  EWH
1901 ... 4 £85 A NR& 17.2% ¢lLEs 13193 74581 20 644 2 144 27 788 1 4%¢ 10 501
e C6mS AR 194 R 155N 8267 20M1 90 21 K08 182 10 41y
L 4 536 3 Reb 148 652 14 Gak & 57C 21838 1 268 7 Mw 149 10 808
LU daelie) 4087 90 59 K 18 756 488 02 1359 21 598 150 10 81%
1987 4 a2 126 (R 14974 LR LR TR S 1 3% 20 043 15 10 568
B vt s 4 7 ER TN ) 67 15 238 28 17 480 174 19 261 1 S 10 582
e B N O e PP P W L r LA o 24
lnmtmem (thousands of dollm)
Canstruction
Accum ik N bear "'I';'“f"v Liiliry
‘m nammk Net m Tuel and Flant and Plant Tonal
Year Serviee Amonation Mant Unit Other Lguipriw i Additions Asaets
19 ... $6185 845 1 564 964 4 630 961 669 696 304 963 $5 605020  S150005 88 066 SKO
BTN 6032 3% 1 39K 258 4634 078 6 100 MO SETO  Waele 748187
R A 5 69 283 1 258 905 4 610 378 726 933 a54 474 5 691 485 143 K98 7 670 405
I 57046 1081 758 4 622 988 763 628 380 573 § 267 189 211 080 7 456 19
oW 5 787 o3 908 297 4 HE2 306 633 403 389 281 5 %05 020 566 947 7 089 026
F 1981 252443' 621 353 2 004 085 WRE 457 122 mm LR s 4w 27 3514457
. Capiulmm (thouund: of dollars & %)
i
a‘, : Trefersed & [reietonce Preferved Stark, without
N mm with Mandatery Mandatory Redemption
£ m_ _Comnion Stock Equity  Redemption Provisions Trervisions Long Term Debt _Tatal
s f1ean W% 268 368 s 217 3M 26K 805 $3%  $5 065 908
1990 1 H54 258 i 171 162 3 217 30 i 2631 911 55 4 904 hes
1988 1 E28 074 40 212 362 - 217 344 4 233%™ 51 4 504 149
. 1 780 408 40 232 626 5 217 3 “ 2 260170 50 4 490 538
1. 1625 719 4l 70 645 & 217 3M ¢ 23798 '] 4 73656
Im ........ 1 007 206 3 325 000 12 o 071 4 1 328 404 a 2 750 681

Ll SLRLIS ML

A - (€] Capacity dm t!ﬂ.ﬂl mmdad mvmannu it omm kn renovation and lmpmwmaﬂh

Standards 71

P47

...........

. {f) Restated for effects of caphalization of nuclear fuel lease and Bnancing arangements pursuant 10 Statement of Finane ' v Accounting

(Cleveland Electric)




O e T mm L T

To the Share Owners of
The Toledo Edison Company-

We have audited the accompanying balance sheet and
satement of cumulative preferred stock of The
Taledo Edisan Company (2 wholly owned subsidiary
of Centerior Energy Corporation ) as of December 11,
98] and 1990 and the related statements of income,
ietained earnings and cash flows for each of the three
years in the period ended December 31, 1991 These
financial statements and the schedules referred to
below are the responsibility of the Company's
management. Our responsibility is to express ar
opimion on these financial statements ana schedules
based on our audits.

We conducted our audits in accordance with
generally accepted auditing standards. Those
standards require that we plan and perform the audit
to obtain reasonable assurance about 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 alse includes
assessing the accounting principles used and
significant estimates made l?' management, as well as
evaluating the overall financial statement
presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to
above present fairly, in all material respects, the
financial position of The Toledo Edison Company as
of December 31, 1991 and 1990, and the results of its
operations and its cash flows for each of the three

Cleveland, Ohio
February 14, 1992

{Toledo Edison)
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yvears in the period ended Decembe, 31, 1991, in
conformity with generally accepied accounting
principles.

As discussed Turther in the Summary of Signibicant
Accounting, Poiicies and Noite 12, 3 chanee was made
in the method of accounting for nuclear plant
deprecaation in 199), retroactive to lanuary 1, 199

Ar disvussed further in Note 3(¢}. the future of
PMerry Unnt 2 is undecided. Construction has been
suspended sirce July 1985 Varlous options are being
considered, including resuming construction
converting the vt to a nonnuclear design. sale of all
or part of the Company's ownership share, or
canceling the unit. Management can give no assurance
when, if ever, Perry Unit 2 will go in service or
whether the Company s investment in that unit and a
return thereon will ultimaiely be recovered

Our audits were made for the purpose of forming
an opition ¢ n the basic Anancial statements taken as
a whole. The schedules of The Toledo Edison
Company listed in the Index to Schedules are
presented for purposes of complying with the
Securities and Exchange Commission’s rules and are
not part of the basic Ananclal statements. These
schedules have been subjected to the auditing
procedures applied in the audits of the basic financial
statements and, in our opinion, fairly state in all
material respects the financial data required 1o be sot
forth therein in relation to the basic hnancial
statements taken as a whole

Arthur Andersen & Co

{Toledo Edison)
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In 1990 the Nudvar Regulatony, Commission
(NRC ) approved a six year extension of the operating
license for the Davis Besse Nuclear Power Station
{Davis Besse). The PUCO approved a change in “he
units-of- qaction depreciatior. rate tor Davis
Besse, efiective lanuary 1, 1999 which recognized the
e extension. See Note 13

Effective January 1. 199, the Company changed
fts method of accoundng for nuclear plant
deprecation from the units-of-production method 1o
the stratght-line method at about a 3% rate The
PLICO approved this change in accounting methc..,
for the Company and subsequently approved a
change 1o lower the 3% rate 10 2 58% for the three
operating nuclear units retroactive to January 1, 199]
See Notes 12 and 13

The Company uses external funding of future
decommissioning costs for its operating nuclear units
pursuant to a PUCO order. Cash contributions are
made 10 the funds on a straight-line basis over the
remaining licensing yeriod for each unit. Amounts
currently in rates are based on past estimates of
decommissioning costs for the Company of
$59,000 000 in 198 dollars ‘or Davis-Besse and
$26.000,000 in 1987 doliars each for Perry Unit 1 and
Beaver Valley Unit 2. Actual decommissioning costs
are expected 10 signihcantly exceed these estimates
It is expected that increases in the cost estimates wijl
be recoverable in rates resulting from future rate
proceedings. The curtent level of expense being
funded and recovered from customers over the
remaining licensing periods of the units is
approximately $4.000,000 annually, The present
funding requirements for Beaver Valley Unit 2 also
satisfy a similar commitment made as part of the sale
and leaseback transaction discv-sed in Note 2

FEDERAL INCOME TAXES

The financial statements reflect the liability method of
accounting for income taxes The lability method
requires that the Company’s deferred tax liabilities be
adjusted for subsequent tax “Jte changes and that the
Company record deforred taxes for all temporary
differences between the book and tax bases of assets
and liabilities, A portion of these temporary
differences are attnbutable to property-related timing
differences that the PUCO used to reduce prior vears'
tax expense for ratemaking purposes whereby no
deferred taxes were collected or record2d. Since the
PUCO practice permits recovery of such taxes from
customers when they become pavable, the net
amount due from customers has been recorded as a
regulatory asset in deferred charges A substantial
portion of this amount relates to differences between
the book and tax bases of utility plant. Hence, the
recovery of these amounts will take place over the
lives of the related assets.

Investment tax credits are deferred and amortized
over the estimated lives of the applicable property
The amortization is reported as a reduction of
depreciation expense under the hability methad
See Note 7.

(Toledo Edison)

DEFERRED GAIN AND LOSS FROM
SALES OF UTILITY PLANT

The Company entered inte sale and leaseback
transactions in T for the cor'F ~d Bruce Mansheld
Coonerating Pact (Mansbeld 7lents and Beaver
Valley Unit 2 as discussed i Note 2 Thew
transactions vesulted m & nel gam for the sale of
Mansfield Plant and & net loss [0 the sale of Beaver
Valley Unit & both of which were delerred The
Company i amartiang the applicable deferred gain
and lose over the terms of leases under sale and
leaseback agreements The amortizations along with
the legse expense amoums are recorded as other
operation and maintenance expense

INTEREST CHARGES

Debt interest reported in the Income Statement does
not include nterest on nuciear fuel obligations.
Interest on nuclear fuel obligations for fuel under
construction is capitalized, See Note 5

Losses and ~ains realized upon the reacguisition ot
redemption of long-term debt are deferred, consistent
with the regulatory rate treatment. Such losses and
gains are either amortized over the remainder of the
original life of the deit Issue retired or amortized over
the life of the new debt issue when the proceeds of a
new issue are used for the debit redemption. The
amoruzations are included - debt interest expense

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are stated at original
cost less any amounts ordered by the PUCO to be
written off Included in the cost of construction are
item  such as related payroll taxes, pensions, fringe
benefits, management and general overheads and
allowance for funds used dunng construction
(AFUDC). AFU."" represents the estimated
composite debt ana equity cost of funds used to
finance construction. This noncash al.owance is
credited 10 income, except for certain AFUDC for
Perry Nuclear Power Plant Unit 2 (Perry Unit 2), See
Note 3(c). The AFUDC rate was 10.96% in
1991, 11.17% in 1999 and 11.45% in 1989

Maintenance and repairs are charged to expense as
incurred. The cost of replacing plant and equipment
is charged to the utility plant accounts. The cost of
property retired plus removal costs, after deducting
any salvage value, is charged to the accumulated
provision for depreciation

RECLASSIFICATIONS

Certain reclassifications have been made to prior
vears' Ainancial statements to make them comparable
with the 1991 hnancial statements and consistent
with current reporting requirements. These inglude
reclassthcations related to certain whaolesale power
sales revenues as discussed previously under

Revenues” and accumulated deferred remts as
discussed in Note 2.

(Toledo Edison)
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 RESULTS OF OPERATIONS

Owerview

The January 1989 PUCO rate order for the Company,
as discussed in Note 6. was designed to enable us to
begin recovering in rates the cost of, and earn a fair
return on, our allowed investment in Perry Unit 1
and Beaver Valley Unit 2. The rate order, which
provided for three rate increases, improved revenues
and cash fGows in 1989, 1990 and 1991 from the 1988
levels. However, as discussed in the first four
paragraphs of Note 6, the phase-in plan was not
designed to improve earnings because gains in
revenues from the higher rates and assumed sales
growth are initially offset by a corresponding
reduction in the deterral of nuclear plant operating
e?u\ses and carrying charges and are subsequently
offset by the amortization of such deterrals.

Although the phase-in plan had a positive effect
on revenues o d cash flows, there are a number of
factors that ¢+ 4 a n(sative influence on carnings in
1991 and wili conunue to present signific.nt earnings
challenges in 1992 and beyond One such factor is
related to facilities placed in service after February
1988 and not included in rate base. The Company is
required to record interest charges and depreciation
on these facilities as current expenses even though
such items are not vet recovered in rates. We also are

the challenge of competitive forces. including
new initiatives to create municipal electric systems.
The need to meet competitive threats, coupled with a
desire to encourage economic growth in the service
area, is prompting the Company to enter into an
increasing number of contracts having reduced rates
with certain large customers, Competitive forres also
prompted us to implement rate reductions in 1991 for
vesidential and small commercial customers. Factors
beyond our control also having a negative influence
on earnings are the economic recession, the effect of
inflation and increases in taxes, other than federal
income taxes.

The Company has taken several steps to counter
the adverse effects of the factors discussed above, We
have implemcnted most of the . 'mmendations of
the management audit discussed «n Note 6 and have
taken other actions which reduced other oneration
axd maintenance expense by apy.. . aurly
$17,600,000 in 1991 As discussed in &, - iy of
Significant Accounting Policies and Now. ., we
souf,:t and reccived PUCQO apnroval to ‘ower our
nuclear plant depreciation expense in 1991 (o a leval
more closely aligned with the amount being
recovered in rates. In addition, we have increased our
efforts to sell power to other utilities which, in 1991,
resulted in approximately $3,100,000 of revenues in
excess of the cost of providing the power.

Despite the positive aspects of the measures
discussed above, more must be done to ma, tain
earnings. Continuing cost-reduction efforts will be
necessary to iessen the negative pressures on
earnings. The Company is aggressively seeking long-
term power contracts with wholesale customers o
further enhance revenues, To counter the effects of
delays in recovering new investment since 1958 and

{ Toledo Edison)

related costs in rates, we have requested PUCO
approval 10 accrue post-an-service carrying costs and
deler depreciation for faciiities the are in service but
not vet recognized in rates. PUCO action on this
request has been postponed under the joint
recommendation approved by the PUCO discussed
below.

In December 1991, the PUCO approved a joint
recommendation of the Company, Cleveland Flectric
and customer representative groups involved in the
1989 rate case settlement The joint recommendation
sought to secure an interim resolution of then-
pending accounting applications in 1991 and to
establish a framework for resolving accounting issues
and related matters on a longer-term basis {i.¢., 1992-
1995). As part of this joint recommendation, the
Compar . -nd Cleveland Electric agreed to limit their
combined 1992 other operation and maintenance
expenses and capital expenditures to $1.050.000,000,
exclusive of compliance costs related to the Clean An
Act Amendments of 1990 (Clean Air Act). Other
operation and maintenance expenses and capital
expenditures on a consohidated basis for Centerior
Energy totaled #1,005,000,000 in 1991 The Company,
Cleveland Electric and the customer representative
groups also agreed to an ongoing review of our
business operations, financial condition and
accounting practices. This effort, witi the participation
of the PUCO s.aff, is directed at the maintenance and
ultimate improvement of our inancial condition, the
improvement of the efficiency of our operations, and
the aelay and minimization of fuwre rate increases,
1he Company and Cleveland Electric also agreed not
to séew any base rate increase that would become
effective before 1993.

The Company continually faces compentive
threats from municipal electric systems within its
service territory, a challenge intensified by municiral
access to low-cost power currently available on the
wholesale market. As part of our competitve
strategy, we are strengthening programs that
demonstrate the added value inherent in our service
beyond what one might receive from a municipal
electric system, Such programs include providing
services to communities to heip them retain and
attract businesses, providing consulting services to
customers to improve their encrgy efficiency and
developing demand-side management programs. To
counter new municipalization initiatives, we are also
stressing the financial risks and uncertainties of
creating a municipal system and our superior
reliability and service.

Arnnual sales growth is expected to average
about 2% for the next several years, contingeid on
future economic events. Recognizing the hmitations
imposed by these sales projections and current
competitive oressures, we will utihze our best
efforts to minimize future rate increases through
wvost-reduction and quality-of-service efforts and
exploring other ‘nnovative options. Eventually,
rate increases will be necessary to recognize the cost
of our new capital investment and the effect of
inflation,

{Toledo Easson)
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1961 vs. 1990

Factors contributing to the 2 ¥ increase in 1991
operating revenues are as follows:

Increase
Change ¥\ Opeating Kevenues (Desreae)
© Base Rates and Misceliar cous 220,000 00
Sales Volume and Min C: 7000 000
Whalesale Sales . (3000000
$24 000 000
=_au=—=

A significant factor accounting for the increase 1

rating revenues resulted from: the January 1989
PUCO rate order for the Company. The PUCO

ed rate increases of ™% effective in February

1990 and 2 74% effective in February 1991 However,
as part of the Company's efforts to improve its
competitive position in its service area, the Company
waived its 2.74% rate increase for residential and
small commercial customers and reduced its
residential ;ates by 394 effective in March 199] and by
an additional 1% ehective in September 1991 See
Note 6. Total Kilowatt-hour sales increased 3.3% in
1991, Residential and commercial sales increased 4 6%
and 4.3%, respectively, as a result of higher usage of
cooling equipment in response to the unusually
warm late spring and summer 1991 temperatures, The
commercial sales increase was also influenced by
some improvement in the economy for the
commercial sector. Industrial sales declined 2% largely
because of the recession-driver slump in the auto,
&as and metal industries. Other sales increased 8.5%

ause of increased sales to wholesale customers.

Operating expenses increased 2.3% in 1991, The
increase was mitigated by a reduction of $17 600,000
in other operation and maintenance expense. resulting
primarily from cost-cutting measures. Offsetting this
decreass  ve an increase in federal income taxes
becaus -~ - “wr pretax operatiag income: an
increa: - . other than federal income taxes,
resul’ o ther property and gross receipt taxes

and ‘.0 ennsylvania tax increases enacted
in Ay vl o increase in fuel and purchased
power ¢ s sulling primarily from increased
amortl o o aviously deferred fuel costs over the
amount .- < .ad in 1990; and lower operatin
expense deter:als for Perry Unit 1 and Beaver Va?ley

ggie 2 pursuant to the January 1989 PUCO rate
WV

~ Credits for carrying charges recorded in
nonaperating income decreased in 1991 because a

ater share of our investments and ieasehold

interests in Perry Unit 1 and Beaver Valley Uinit 2
were recovered in rates. The federal income tax
provision related to nonoperating income increased
mainly because the 1990 provision was reduced by
$18.816000 for federal income tax adjustments
associated with previouslv deferred investment tax
credits relating to the 1538 write-off of nuclear pli

1990 vs. 1983
Factors contributing 1o the 0.3% decrease in 1990

‘operating reyenues are as follows:

ACTEase
Change in Operating Revenues (Decrease )
Base Rates and Misceilansous $ 270008
Sales Volume and Min . (2% 400,000
Whaolesale Saies . { 10,000,000 §

§ (2,000,000

(Toledo Edisor )

The major factir accounting for the increase in
base rates and muscellaneous operating, ievenues was
related 1o the January 1989 rate order. The PUCO
approved rate sncroases {or the Company of 9%
effective in February 1989 and 7% effective in
February 1990 The, assocated revenue increase in
1990 was partiully offset by reduced revenues
resulting from a 9.1% decrease in total kilowatt-hour
sales, Industrial sales decreased 3 3% because of the
recession beginning in 1990 Residential and
commercial sales decreased 3.3% and 0.4%
respectively, as seasona! temperatures were more
moderate in comparison to the priot yvear's
temperatures. resulting in reduced customer heating
and cooling-related demand. Other sales activity
decreased 22 1% as a result of lower wholesale sales.

Operating expenses decreased 1.7% in 1990
Depreciation and amortization expense decreased
primarily because of lower depreciation rates used in
1990 for nonnuclear and Davis-Besse property
attributable to Jlonger estimated lives and because of
longer nuclear generating unit refueling and
maintenance outages in 1990 than in 1989 ederal
income taxes decreased primarily because of a
decrease in pretax operating income. These
decreases in operating expenses were partially offset
by an increase in taxes, other than federal income
taxes, resulting from higher property and gross
receipts taxes, and by lower operating expense
deferrals for Perrv Unit 1 and Beaver Valley Unit 2,

Credits for carrying charges recorded in
nonaperating income decreased in 1990 because a
greater share of our investment. and leasehold
interests in Perry Unit 1 and Beaver Valley Unit 2
were recovered 1n rates. Other income and
deductions. net, decreased primarily because of less
interest income in 1990, These decreases were
partially offset by an increase in federal income tax
credits related to nonoperating income resulting from
a decrease in pretax nonoperating income and federal
income tax adjustments of §18,810.000 associated
with previously deferred investment tax credits
relating to the 1988 write-off of nuclear plant. Interest
expense decreased in 1990 because of refinancings by
the Company and a lower level of debt outstanding,

EFFECT OF INFLATION

Although the rate of nflation has eased in recent
viars, we are still afiected by even modest inflation
since the regulatory process introduces a ime-lag
during which increased costs of our labar, matenals
and services a. ' not reflected 'n rates and recovered
Moreever. regulation allows only the recovery of
tustoricul costs of plant asseis through depreciation
even though the costs to replace these assets would
substantially exceed their historical costs in an
inflationary econnmy.

Changes in fuel costs do not alest our results of
operations since those costs gre deferred until
reflected 1 the 1ue] cost recovery factor included in
customers’ hills,

( folede Edison)
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~ Management's Financial Analysis

o

L CARITAL RESOURCES AND LIQUIDITY are expected 1o be hnanced externally. If economica!,

i In addition 10 our seed { cash for normal corpor- additional Securiies may be redeemed under

= aperations, we continue 10 need cash for an ongoing optional rodcmp_rum. provisions, Sve Notes 10(¢) and

l program of ccms!rudlng new facilities and modifying (d) for mfnrmqtmn concerning llﬂ\llﬂllonb on the

o isting facilities to meet anticipated demand for Issuance of preferred and preference stock and debt

f J nmlac!ﬁ( service, comply with governmental Ou. capital requirements after 1994 will depend on

L regulations and protect the enviroament. Cash is also the lmplemen}atmn Strategy we chmjse to achieve

: . Sow tha latory retirement of securitie compliance with the Clean Air Act. Expenditures for

g 'D'“: d‘ .d»the " vear period of 19891991 these our plan are estimated to be approximately

i construction and mandatory retirement needs totaled 35,090.()('0 over the 1992-2(‘(?] penod, See Note 3(b).

] app}oxima!ely $450,000,000, In addition, we }\e expect to be able 10 raise cash as needed. The

3 exercised various options to redeem and purchase availability and cost of capital 1o meet our external

| approximately $165,000,000 of our securities ﬁnancmg needs, however, depends upon such factors

As a result of the January 1989 PLUCO rate order, as financial m‘arket condnt:pns and}suz credit ratings

internally generated cash increased in 1989, 1990 and Current securities ratings ‘or the Company are as

3 1991 from the 1988 level. In addition. we raised follows

| 100,000 through SeCtLaty 1ssues and term bank Smln:\daui ledp 3
loans during the 1989.199] period as shown in the bl fveator
Cash Flows statement During the three-vear period, Corpotation v

fr the Company also utilized its short-term borrowing First mortgage bonds BBB-~ Baa3

| arrangements (explained in Note 11) to help meet Unsecured notes i Ba)

’ § cash needs. Proceeds from these financings were Preferred stock BB+ b
sed to help pay for our construction program, to

-€pay portions of short-term debt incurred to finance

the construction Program, to retire, redeem and

A write-off of the Company's Jave
Ppurchase outstanding securities, and for general

‘ stment in Perry
Unit 2. as discussed in Note 3(

€). depending vpon

| the magnitude and timing of such a write-off could
! varporate purposes. reduce retained earnings sufficiently to mpair its

l Estimated cash requirements for 1992-1994 for the ability to declare dividends, but would not affect cash
~ Company are $248,000,000 for its construction flos,

' Program and $241,000,000 for the mandatory The Tax Reform Act of 1986 (1986 Tax Act)

| ion of debt and preferred stock. We expect 1o provided for a 34% income tax rate in 1988 and

! externally about 50% of our total 1992 thereafter, a new alternative minimum tax (AMT) and
i construction and mandatory redemption other changes that resulted in increased tax payments
~ reguirements of approximately $180,000,000. About

and a reduction in cash flow during 1989, 1990 and
10-°9% of the Company's 1993 and 1904 requirements 1991 because we were subject to the AMT,

S T ve—_ .

S —

|

{Toledo Edison}
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THl’ TOLEDO EDISON COMPANY

For the years ended December 31,
1991 . 19%0 . d9s9
. (thousands of dollars)

NI AAROINE - 4o o Al B s dh ko Vot 450§ g s o W 9 § 49613 $ Bl1424 $ 92678
Adjustments to Reconcile Net Income o Cash from Operating
Activities:
Depreciation and amortization ... ... ..o, 72,137 72,627 85,057
Deterred federal income taxes . . ... ........... .. ... .. 31,822 30,642 79,199
Investment tax credits, net .. ... .. ... 30,206 (17.063) 1,237
Deferred and unbilled revenues = . I P (25,566) (22,658) (42,624)
8 T e S P 4,198 (433) 16,259
Carrying charges capitalized .. ... ... ... ... ... ... {21,986) {43487) (82,308)
Leased nuclear tuel amortization .. ... ... .. ... .. .. 53,904 37122 46,408
Deferred operating expenses, net ... .......... o 1,147 (9.784) (15,753)
Allowance for equity funds used during construction . .. .. (1,499) (3.352) (B.568)
Amortization of reserve for Davi: -Besse refund obligation-
B DRI = o b s 2 ook e A S A o8 55 8 s s o - (12,658)
Pension settlement gain | : 5 -— (6,449) -
Changes in amounts due from Lustomers and others net i 2,780 (9.433) (4.406)
RS U5 IVPSIIONIEE .5 5 v in 4 0 20 2 0t san 5 am & X 44 1 {7,135) (6,521) 1,890
Changes in accounts pavable. . ... ... ................... W (12,685) 6,658 (2.048)
Changes in working capital a(fectmg doerations . ... ... ... (25,975) 1528 (30.713)
Other noncash items . 1A . P RN 14,730 16,309 16,840
Total Adjustments .. ......... ... R g 115,778 45,706 47 815
Net Cash from OPeratm;, Actmues .............. 165,391 127130 140.493
Cash Flows from Financing Activities (2)
Bank loans, commercial paper and other short-term debt. ... . | (23,200) 23,200 —
Notes pavable to affiliates . ... . ... ... ... ...... . .......... 14,200 16,200 .
Debt issues:
First mortgage bonds ... ........ ... I — 67,300 56,100
Secured medium-term notes . ... .. ... 134,500 - -
Term bank loans and other long-term debt .. .. ... ... ... .. 108,365 15,000 =
Maturities, redemptions and sinking funds .. . ........ ... .. .. (178,993) (183.477) (65,006)
Nuclear fuel lease and trust obligations ... ... ... ... ... .. . . _ (51,728) (42,947) (39,015)
e e R A S SR (42,639) (98.427) (86.743)
Premiums, discounts and expenses ... ... ... (1,001) (1,845) {925)
Net Cash frum Financing Activities . ... ... ... L tires (40,496) {205,196) 137,589)
Cash Fiows from Investing Activities (2)
Cash applied t0 cONSIIUCHON , . .00 oo iiieoiinaninse it (51,393) (80,667) (63.,360)
Interest capitalized as allowance for borrowed funds used
SHBERE SOV RION L 5ol v (o5 crsn e TR £ § kv s - e s (946) (2,674) (5479)
Loans 1o aBHates . ... ......ooiiii i S (12,000) 114,000 {114,000)
OthercashapplieC. .. ... ... ... .. ... ... .00 Livininin.. (3.374) (4.178) (3.261)
Net Cash from lnvesnr\g Activities . ......... .. ..., (67,713) 26,481 (184,100)
Net Change in Cash and Temporary Cash [nvestments. .. ... ... 57.182 (51,585) (181,196)
Cash and Temporary Cash Investments at Beginning of Year .. .. 22,107 73,692 254 888
Cash and Temporary Cash Investments at End of Year. ... ... .. $ 79,289 $ 22107 $ 73692
P oSS ==TmomTIS

(1) Interest paid (net of amounts capitaized) was $120,000,000, $114,000,000 and $104,000,000 in 1991, 1990 and
1989, respectively. Income taxes paid were §9,465,000 and $2,272,000 in 1991 and 1990, respectively. No
income taxes were paid in 1989,

(2) Increases in nuclear fuel and nuclear fuel lease and trust obligations in the Balance Sheet resulting from the
noncash capitalizations under nuclear fue! 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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l?‘ ~ Balance Sheet
i S ‘ '

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

s,

ASSETS

PROPERTY, PLANT AND EQUIPMENT
LRI BN DOV . 54 vl et sha o o o AR v
Less: accurmulated depreciation and amortization . ... .. . .

;i
3
’— 1

! Construction work in progress . ..., ... ..o .
i POy OBl B, = 0 eta e v v T PR Ik N RSN

3 Nuclear fuel, net of amortization . ............................
3 Other property, less accumulated depreciation ... ... ... ...

CURRENT ASSETS

Cash and temporary cash investments ... ..., ... ... ........
Amounts due from customers and others, net ... ... DS
Accounts receivable from affiliates . . ..... . . ... ...
Notes recuivable from affiliates . ... ... .. ... ... .. ..... !
Unbifled revemues . . .. ... iroi s i e e e

Materials and supplies, at average cost . ... ...
Fossil fuel mnventory, at average cost ... ... ... CahE s 8 5 N .
Taxes applicable to succeeding years ............ ... ... ... .
R R A s e e D R

DEFERRED CHARGES
Amounts due from customers for future federal income taxes . . ..
Unamortized loss from Beaver Valley Unit2sale. ... ... ... ...
Unamortized loss on reacquired debt . ............. ... .. ...
Carrying charges and operating experses, pre-phase-in ... ...
Carrying charges and operating expenses, phase-in . ............
e e e e S ey HLJC SULU e e

Total Assets .. .. ..... L I

{Toledo Edison) F-56

December 31,

1991 o0
(thousands of dollars)
$2,692,274 $2,603 883

709,505 640,252
1,982,769 1,963 631
53,965 93,154
342,76 343,685
2,379,501 2400470
195,285 221 848
2,679 2,024
2,577,465 2624342
79,289 22,107
6U,453 63,233
21,917 29,999

1 Z,OOC Lo
21,844 20,166
36,575 32,666
18,804 15,578
66,343 63,375
2,760 2471
319,985 249597
472,199 494 454
114174 119,623
25,672 27.404
244,404 252,206
183,099 165,310
67,514 68582

1,117,062

$4,014512

1,127,529

$4,001518
eSS

The accompanying notes and summary of rignificant accounting poelicies are an integral part of this statement,
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. CAPITALIZATION AND LIABILITIES
CAPITALIZATION

Comunon shares, $5 par value: 60,000,000 authorized;

39.134,000 outstanding in 1991 and 1990 . . ‘

Premium on capital stock .

Other PadAR GAPIAL . ... s < ..o oocrireriaennes oo
Retained earnings . . ... ........... ..., NIRRT
COMMOE BICK B &\ 55 0o c i ve €4 68 vhnieta iy aie s b e s s

Preferred stock

With mandaiory redemption provisions ... .............. ...

Without mandatory redemption provisions . .. ... ... ... ...
TR T S S S S e 64 A <A

OTHER NONCURRENT LIABILITIES

Nuclear fuel lease obligations .. ... ... ... . . ... ..

) T R T T T T PR

CURRENT LiABILITIES
Current portion of long-term debt and preferred stock . ..

Current portion of lease obligations .. ......... . .......... 1=
Notes payable tobanks and others ... ....... . .. .. ...... ...
T T T T U g e e T

Accounts and notes payable to aff‘lmes

Rl e L o I ) v el i e ¥a % ge et

DEFERRED CREDITS

Unamortized investment tax credits . ... ...
Accumulal d deferred federal income taxes ... ... .. ... ... ...

Reserve for Perry Unit 2 allowance for funds used durmg

COMSERICEION . o iy vy rn ety wboa b onrd v 5 v fon s a6 s
Unamortized gain from Bruce Mansfield Plant sale . . .

Accumulated deferred rents for Bruce Mansfield Plant and

Beaver Valley Unit 2 ... ... . . i et alrs T K ki

{Toledo Edison) F-57

THE TOLEDO EDISON COMPANY

December 31

1991

$ 195687
481,082
121,059

89,9.4
887,752

63,663
210,000
1,158,550

2,319,965

143,145
49,756

192,901

123,476
63,652

55274
39,538
6.,770
31,399
16,180

397,329

107,729
577,479

88,295
227,380

66,888
36,546

1,104,317
$4,014.512

1990

{thousands of dollars)

$ 195687
481,082
121,059

82,956

880,784

66,328
210,000
1,097,326

2234438

180,835
48,006

“28.844

116,150
50,389
23,200
67,959
31,626
9,973
31,665
35,113

453,075

83377
571,233

88,295
236,835

57,843
2578

1,065,161
$4,001,518
pe—p st

{Tuledo Edison)
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Statement of Cumulative Preferred Stock

1991 Shares Current
Outstanding ~ Call Price

$100 par value, 3,000,000 preferred shares authorized and $25 par value,
12,000,000 preferred shares authorized
Subject 1@ mandatory redemption:

$100 par $1100 . .. ... ... 24,625 $101.00
AN £ 2 e i 133,450 103 46
Bpar 281 .. 2,000,000 26,56

Less: Current maturities
Total Preferred Stock, with Mandatory Redemption Provisions

Not subject to mandatory 1 *demption

SO0 Par § B2 ol s e 160,000 104.625
7 S P, irs 50,000 101.00

5 T S SRR 100,600 102 00

v P SRR R 100,000 102.46
B g d i vty 4 ‘ 150,000 102 437

L e i e, i 150,000 101 .65

1o S e ST bano s s blas 190,000 101.00

P T S - (O e B S 1,000,000 2528
R B s 1,400,000 28.45

Series A Adjustablie . ... 1,200,000 25.75

Senies B Adjustable ... .. 1,200,000 26.75

Total Preferred Stock, without Mandatory Redemption Provisions

__December 31,

_ 1891

(thousands of dollaim )

$§ 248
13,345
50,000

o s

65,8258
2,165
$ 63,663

$ 16,000
5,000
10,000
10,000
15,000
15,000
19,000
25,000
35,000
30,000
30,000

§ 3483
15,010
50,000

68.493
2,165
$ 66,328

e

$ 16,000
5,000
10,000
10,000
15,000
15,000
19,000
25,000
35,000
30,000
30,000
$2.,0,000

="

The accompanying notes and summary of significant accounting policies are an integral part of this statement
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 Notes to the Financial Statements.

Ert A ian

(1) PROPERTY OWNED WITH OTHER UTILITIES A
~ 7he Company owns, as a tenant in common with other utilities and those investors who are owner-participants in

ND INVESTORS

vanous 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 10 a percentage of the generating canability of each
unit equal to its ownership share. Each ciility owner is obligated 1o pay for only its respective share of the
construction and operating costs. Each Lessor has leased its capacity nghts to a utility which is obligated to pay for
such Lessor's share of the construction and operaiing costs. The Company’s share of the operating costs of these
erating units is included in the Income Statement. Property, plant and equipment at December 31, 199]
includtes the following facilities owned by the Company as a tenant in common with other utilities and Lessors

Chwner- Construction
In- Owner- ship Plant Waork in
Service ship Meg Power in Progress and  Accumulated
Generating Unit Date Share walis Saurce Service Suspended Depreciation
In Service: {thousands of dollars)
[avis-Besse A ; 1977 45 6% 420 Nugclear § 661573 $ 1345 $ 138 504
Perry Unit 1 and Comman Facilities . 1987 199 28 Nuclear 923,503 | 486 119,374
Beaver Valley Unit 2 and Common
Facilities (Note 2) .. o 1987 168 13 Nuclear 185 560 1698 23,333
Construction Suspended:
Perry Unit 2 {Note 3ic)) . Uncertain 1891 240 Nuclear o 277 -
LI S0 g2KL20)

‘(2, UT" v
As a result of sale and leaseback transactions
completed in 1987, the Company and Cleveland
Electric are co-lessees of 18.26% (150 megawatts) ot
Beaver Valley Unit 2 and 6.5% (51 megawatts), 45 9%
{358 megawatts) and 44.38% (355 megawatls) of
Units 1, 2 and 3 of the Mansheld Plant, respectively,
al! for terms of about 29%; years.

As co-lessee with Cleveland Electric, the Company
is arso obligated for Cleveland Electric’s lease
payments. If Cleveland Flectric 1s unable to make its
paymer ts under the Mansfield Plant ieases, the
Company would by obligated to make such paymerts,
No payments have been made on behalf of
Cleveland Electric to du'e

Future minimum lease | ayments under these
operating leases at Decembe: 31, 1991 are summarized
as follows:

For
For the Cleveland
Year Company _Electric
{thovsands of dollars)

R i e T $ 110000 $  &3.000

1993 — O T 111,000 63,05

T T T b A0 03,000

B i L L i 111,000 63,000

1996 . : 111000 63 000

Later Years 2,480,600 1,516,000
Total Future Mivmum

Lease Payments . $3.034,000 $1.E31.000

——tuTE b

Semiannual lease payments conform with the
payment schedule for vach lease.

Rental expense is accrued on a straight-line basis
over the terms of the leases. The amounts recorded by
the Company in 1991, 1990 and 1989 as annual rental
expense for the Mansheld Plant leases and the Beaver

(Toledo Edison)
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PLANT SALE AND LEASEBACK TRANSACTIONS

Valley Unit 2 Jease were $44.556,000 and
§72,276,000, recpectively. Amounts charged to
expense in excess nf the lease payments are now
classified as accumulated deferred rents on the
Balance Sheet. Previously, the excess was included in
accounts pavabie,

The Company and Cleveland Electric are
responsible under these leases for paying all taxes,
instirance premiums, operation and maintenance costs
and all other similar costs for their interests in the
units sold 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 have options to
buy the interesis back at the end of the leases for the
tuir market value at that time or to renew thy leases.
Additiona! lease provisions provide other purchase
options along with conditions for mandatory
termination of the leases (and possible repurchase of
the leasehold interests) for events of default. These
events of default include noncompliance with several
financial covenants affecting the Company,
Cleveland Eleciric and Centerior Energy contained in
an agreement relating to a letter of credit issued in
connection with the sale and leaseback of Beaver
Valley Unit 2, as amended in 1989, See Note 10(d).

The Company is selling 150 megawatts of its
Reaver Valley Unit 2 leased capacity entitlement to
Cleveland Electric. This sale commenced in 1988 and
we anticipate that it will continue at least until 1998
Revenues recorded for this transaction were
$106,589,000, $102,773,000 and $104,127,000 in 1991,
1990 and 1987, respectively The future minimum
lease payments associated with Beaver Valley Unit 2
agpregate $1,869,000,000

(Taledo Edison)
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(3) CONSTRUTTION AND CONTINGENCIES

{a) CONSTRUCTION PROGRAM

The estima‘ed cost of the Company’s construction
program for the 19921994 period is $260,000.000,
including AFUDC of $12,000000 and excluding
nuclear feel

In an agreement approved by the PUCQO, the
Company and Cleveland Electric have agreed to limi®
their combined 1992 other operation and
maintenance expenses and capital expenditures to
$1.050,000,000. vxclasive of compliance costs related
to the Clean Air Act. Within this limitation, capital
expenditures are budgeted at §59,000,000 for the
Company, exclusive of the Clean Air Act compliance
COsts.

(b) C.EAN AIR LEGISLATION

The Clean A'r Act will require, armong other things,
significant re uctions in the emission of sulfur dioxide
and nitrogea oxides by fossil-fueled electric
generating units. The Clean Air Act will require that
sulfur dioxide emissions be reduced in two phases
over a ten-year period.

Centerior Energy has developed a comphiance
strategy fue the Company and Cleveland Electric
which will be submitted o the PUCO for 1z view in
Aoril 1992, Centerior Energy will also seek United
States Environmental Protection Agency approval of
Phase ' plans in 1993, Our compliance plan would
require capital expenditures for the Company uver the
1992-2001 period of approximately $35,000,000 for
nitrogen oxide control equipment, emiision
monitoring equipment and plant modifications. In
addition, higher fuel and other operation an’
maintenance expenses would be incurred. The raie
increase associated with the Company’s capital
expenditures and higher expenses would be less than
2% over the ten-year period.

Qur final compliance plan will depend upon future
environmental regulations and input {rom the PLICO,
other regulatory bodies and other concerned entities.

We believe that Ohio law permits the recovery of
compliance costs from customers in rates.

{¢) PERRY UNIT 2

Perry Unit 2, including s share of th common
facilities, is approximately 50% complete Construction
of Perry Unit 2 was suspended in 1985 pending future
consideration of various options, including
resumption of full construction with a revised
estimated cost, conversion to a nonnuclear design,
sale of all or part of our ownership share, or
cancellation. No option may be implemented without
the unanimous approval of the owners. [n October
1991, Cleveland Electric, the company responsible tor
the construction of Perry Unit 2, applied for a ten-
year extension of the construction permit which was
to expire in November 1991, Under NRC regulations,
the construction permit will remain in effect while
the application is pending We expect the NRC to
grant the extension.

Ir February 1992, Cieveland Electric purchased
Duguesne’s 13 74% ownership share of Perry Umit 2

(Toledo Edison)
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for $3.324.000. The purchase does not signal any plans
to resume construction of Merry Unit 2, but rather an
intent 10 keep the various options open. Duguesne
had stated that it would not agree to resumption of
construction of the unit,

If Perry Unit 2 were to be canceled, then the
Company's net investment in the unit (less any tax
saving) would have to be written off. We estimate
that sich a write-off, based on our investment in this
unit as of December 31, 1991, would have been about
$171,000,000, after taxes. See Notes 10(b) and (d)
for a discussion of potential consequences of such a
write-off.

If a decision 1s made to convert Perry Unit 210 a
nonnuclear design in the future, we would expect to
write-off at that time a portion of our investment for
nuclear plant construction costs not trar ' able to the
noanuclear construction project

Beginning in July 1987, Perry Unit 2 AFUDC was
credited to a deferred income account until January 1,
1988, wher, the acorual of AFUDC was discontinued
(d) SLPERFUND SITES
The Comprehensive Environmental Response,
Compensation and Liability Act of 1980 as amended
(Superfund ) established programs addressing the
cleanup of hazardous waste disposal sites, emergency
preparedness and other issues. The Company is
aware of its potential involvement in the cleanup of
two hazardous waste sites. The Company has
recorded reserves based on estimates of its
proportionate responsibility for these sites. We believe
that the ultimate outcome of these matters will not
hav. a material adverse effect on our financial
condition or resuiis of operations

(4) NUCLEAR OFERATIONS AND
CONTINGENCIES

{4) OPLRATING NUTLEAR UNITS

The Company s interests in nuclear units may be
impa-ted by activities or events beyond its control,
Cperating nuctear 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
o limit or prohibit the opeoration, construction or
licensing of any nuclear unit. If one of our nuclear
units 1s taken out of service for an extended period of
time for any reason, including an accadent a. such
unit or any other nuclear facility, the Company
cannot predict whether regulatory authorities wouid
impose unfavorable rate trea'ment such as taking our
affected unit ot of rate base or disallowing certain
construction or maintenance costs. An extended
outage of one of our nuclear units coupled with
unfavorable rate treatment could have a material
adverse effect on pur Ainancial position and results of
operatiors

by NUCLI R ' URANCE
The Puceandersaon Act limits the liability of the
owners of a nuclear power plant to the nount

{Toledo Edison)
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provided by private insurance and an industry
assessment plan, In the event of a nuclear incident at
any unit in the United States resulting in losses in
excess of the level of private insurance (currently
$200,000,000). the Company’s maximum potential
assessment under that plan {assumirg the other
CAPCO companies were 10 contribute their

ionate share of any assessment! would be

D00 (plus any inflation adjustment) per
incident, but is limited to $8.844 000 per year for each
nuclear incident.

The CAPCO companies have insurance coverage
for damage to property at the Davis Besse, Perry and
Beaver Valley sites (including leased fuel and clean-
up costs). Coverage amounted to $2.515,000,000 for
each site as of January 1, 1992, Damage to property
could exceed the insurance coverage by a substantial
amount. If it does, the Company’s share of such
excess amount could have a material adverse effect
on its Ainancial condition and resuits of operations

The Company aiso has extra expense insurance
coverage which includes the incremental cost of any
replacement power purchasy d (over the costs which
would have been incurred 1ad the units been
operating) and other incidental xpenses after the
occurrence of certain types of acc fents at our nuclear
units. The amounts of the coveras & are 100% of the
estimated extra expense per wee. during the 52-week
period 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 riext 52 weeks. The
amount and ducation of extra e vense could
substantially exceed the insurance coverage

(5) NUCLEAR FUEL

The Company has inventories for nuclear fuel which
should provide an adequate supply into the mid-
1990s, 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 completed as a nuclear generating unit.

In 1989, existing nuclear fuel financing
arrangements for the Company and Cleveland Electric
were refinanced through leases from a special-
purpose corporation. The total amount of financing
currently available under these lease arrangements is
$509,00C 000 ($309,000,000 from intermediate-term
notes and $200,000,000 from bank credit
arrangements ), although financing in an amount up
to $900,000.000 is permitted. The intermediate-term
notes mature in the perioa 1993-1997. The bank credit

arrangements are canceiable on two vears notice by

the lenders. As of December 31, 1991, §209,000.000 of
nuclear fuel was financed for the Company. The
Company and Cleveland Electric severally lease their
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 remaiming lease payments of

(Toledo Edison)
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$71,000,000, $33,000.000 and $15,000,000, respectively .
as of December 31, 1991, The nuclear fuel amounts
financed and capitalized also included imterest
charges incurred by the lessors amounting to
$9.000.000 i1 1991, $14.000,000 in 1990 and $ 19,000 000
in 1989, The estimated future lease amortization
payments based on projected consumption arc
$45,000.000 in 1992, $45,000,000 in 1993, $40.000.000 in
1994, $34.000,000 in 1995 and $35,000,000 in 199

(6. REGULATORY MATTERS

€y mary 31, 1989, the PUCO issued a rate order
which provided for three annual rate increases for the
Company of approximately 9%, 7% and 6% effective
with bills rendered on and after February 1, 1989,
1990 and 1991, respectively. As discussed below, the
6% increase effective February 1. 1991 was reduced 1o
2.74% for the Company, which later waived its 2 74%
increase and reduced its rates on two occasions in
1991 for certain customers, The resulting annualized
revenue increases in 1989, 1990 and 1991 associated
with the rate order were $50,700,000, $44,300,000 and
$1,600,000, respectively. The $1,600,000 increase in
1991 reflects the net of $18,600,000 of annualized
revenues authorized for the 2.74% increase less
$17,000.000 for the waiver and rate reductions
Under the January 1989 rate arder, a phase-in plan
was designed so that the three rate increases, coupled
with then-projected sales growth, would provide
revenues sufficient to recover all operating expenses
and provide a fair rate of return on the Company's
allowed investment in Perry Unit 1 and Beaver Valley
Unit 2 for ten years beginning January 1, 1989 In the
first five years of the plan, the revenues were
expected to be less than that required to recover
operating expenses and provide a fair return on
investment. Therefore, the amounts of operating
expenses and return on investment not currently
recovered are deferred and capitalized as deferred
charges. Since the unrecovered investment will
decline over the period of the phase-in plan because
of depreciation and deferred federal income taxes
that resclt from the use of accelerated tax
depreciation, the amount of revenues required to
provide a fair return also declines. Pursuant to such
phase-in plan, the Company deferred the following
1991 1% 1989
(thousands of dallars )
$16.9%0 $22538

Deferred Operating Evpenses

Carrying Charges,

Debt $ 6986 §21361 §30617
Equity 15000 216 51 891
$21 9By

$41487 62308

The amount of deferred uperatns expenses and
carrying charges scheduled to be recorded in 1992 and
1993 rotal $33.000,000 and $15.000,000, respectively
Beginning in the sixtl, vear {1994} and continuing
through the tenth year, the revenue levels authorized
pursuant to the phase-in plan were designed to be
sufficient to recover that period's operating exXpenses
a fair return gn the unrecovered .. vestmert, and the
amorization of the deferred operating expenses and

{ Toledo Edison)



charges recorded during the eather vears of

~the plan. All phase-an deferrals relating to these two

units will be amortized and recovered by December

31, 1998

The phase<in plan was also designed so that
fluctuations in sales should not aftect the level of
earnings. The phase-in plan permits the Company 1o
request PUCQ approval of increases or decreases in
the phase-in plan deferrals to compensate for the
effects of Nuctuations in sales levels, as compared to
the levels projected in the rate order, and for 50% of
the net after-tax savings in 1989 and 1990 identified by
the management audit as discussed below Pursuant
to these i of the order, the Company
recorded no adjustment to the cost deferrals in 1989
and recorded adjustments to reduce its cost deferrals
by approximately $14.000,000 in 1990 and to increase
its cost deferrals by approximately $3,200000 net in
1991, The $3,200,000 net increase in 1991 included a
$4.000,000 increase for an adjustment of 1990 cost
deferrals and an $800,000 reduction for the
adjustment of the 1991 cost deferrals,

In connection with the 1989 order and a similar
order for Cleveland Electric, the Company, Cleveland
Electric and the Service Company have undergone a
management audit, which was completed in Apnil
1990, The audit identified potential annua! savings Iin
operating expenses in the amount of $98.160,000
from Centerior Energy's 1989 budget level, 45%
($44,172.000) for the Company. The Company
realized a large part of the savings in 1991.

Fifty percent of the savings identified by the
management audit were used to reduce the 6% rate
increase scheduled to be eftective on February 1, 1991
for the Company, As discussed previously, our rates
increased 2.74% under this provision with the
PUCO’s approval.

In late 1990 in a move to become more competitive
in Northwest Ohio, the Company proposc.! ~ rate
reduction package to all incorporated communities in
its service area which are served exclusively by the
Company on a retail basis. The package called for the

climination of the 2.74% rate increase effective
February 1, 1991 for all residential and small
commercial customers a reduction in residential rates
of 3% on March 1. 1991 and a further residential rawe
reduction of 1% on September 1, 1921, Communities
accepting the package agreed to keep the Company as
their sole supplier of electricity for a period of five
years. The package also permits the Company to
adjust rates in those communities oan February 1, 1994
and February 1, 1995 if inflation exceeds specihed
fevels or under emergency conditions. All eligible
communities in the Company's service area, except
the City of Taledo, accepted the rate reduction
package. In March 1991, the Company obtained
PUCO approval to reduce rates to the same levels for
the same customer categonies in the City of Toledo
and the rest of its service area. Annualized revenues
were reduced by about $17,000,000 as a result of
these rate reduction packages. The revenue reductions
do not adversely affect the phase-in plan as the
decrease in revenues is mitigated by the cost
reductions resulting frori the management audit.

The 198% order also set nuclear performance
standards through 1998 We could be required to
refund incremental replacement power costs if the
standards are not met, No refund was required in 1991
nor i« one expected for 1992, The Company banked
$1.300,000 in benefits in 1991 for above-average
nuclear performance based on industry standards tor
operating availability established in the 1989 order
These banked benehts are not recorded in the
financial statements as they can only be used in future
years, if necessary, to offset disallowances of
incvemental replacement power costs

Under the 1989 order, fossil-fueied power plant
performance may not be raised as an issue in any rate
proceeding before February 1994 as long as the
Company und Cleveland Electric achieve a
svstemwide availability factor of at least 64.9%
annually. This standard was exceeded in 1989, 1990
and 1991, with availability at approximately 80% for
each vear.
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(7) FEDERAL INCOME TAX

- Federal income tax, computed by multiplying income before taxes by the statutory rates, is reconciled o the

| ~ amount of federal income tax recorded on the books as follows.

For th vears ended Decembwr 3,

- LT 9% e

- (thousands »f doliars)

Book Income Before Federal Income Tax . . .. e e $ 87,608 $ 93801 $151526

Tax on Book Income at Statutory Rate .. . .. .. . § 20787 $ 3182 $ 51519

1 Increwse {Decrease) in Tax.

Accelerated S T s R N 2.857 (853) X

E Investment \ax cred s on disallowed nuclear plant - - 18.810) -

) Taxes, other than ivderal income taxes .. ... o o {692) (3647} {(107)

i OheT BOIME - . o ittt S S __ 63 _ a1 _la

' Towl Federal Income Tax Expense .. . ... . ... . . _ ‘i $ 3795 $ 12377 ’M-“f._.’;

‘ Federal income tax expense is recorded in the Income Siatomer: as follows:

4 For the years ended December 31,

; L LN 199

v (thousands of dollars)

: QOperating Expenses:

Lt Comolg'rnhwm ............ B i it ey 3.3 a o Suy e $ 1394 $ 17045 $(11 458

- Changes in Accumuiated Deferred Federa! Income Tax

4 Accelerated depreciation and amortization . ... : 2Ty K Th 8518 1,580 8764

S Allemnative minimum tax credit ..., ., . (1 . . 43,633) (Z.480) 21,291

3 Sale and leaseback transactions and amortization ., L 12,682 5,121 455

1 Property tax expense . . ... ... ... v e - (4.011) v

i Reacquired debt costs .. ST S bhen o5 i, TI 6.674 (532} 1378}

F Deferred construction work in revenues . ... e 480 9393 11.726

s Deferred fuel costs ... ... . ... ... ... ... . g o= (3.689) (4.021) (1.229)

Davis-Besse replacement power Ain e ! - - 2085

| T R i P e 1358 54 1337

i Invesiment Tax Credits ... ., . ... .. . 27454 _Lie _m

% Total Charged to Operating Expenses .. ... . _31%7 .04 385

_ Nonoperaing Income:

Ty Current Tax Provision. .. ..c..oooouiiiinvinionann . : o (37.677) (18.242) (10,129)

: in Accumulated Deferred Federal Incomw Tax:

: Write-off of nuclearcosts . ... ........ ... ... ... .. {180) (10.157) —

iq AFUDC and carrying charges . .. ... ... 9.000 16,K33 329%

: Net operating loss carryforward . . .. 35014 - -

l Other items ... ... ..., F 1A c T 7 2900 (1.238)
f To.a! Expense | Credit) to honoperating 6,228 _(Eb6d) 21.563

i Total Federal Income Tax Experse. . ... ... $ 37995 $ 12377 $ S8,

f = amsmem s

!' The Company joins in the filing of a consolidated federal income tax return with its affiliated companies. The

E method of tax allocation reflects the benefits and burdens realized by each company’s participation in the

, consolidated {ax return, approximating a separate return result for each company.

| Federal income tax expense adjustments in 1990, associated with previously deferred investment tax credits

: reluting to the 1988 write-off of nuclear plant investment, decreased the net tax provision relatei to nonoperating

~ income by $13,810,000.

& The favorable resclution of an issue concerning the appropriate vear to recognize a property tax deduction

l-' resulted in an adjustment which reduced federal income tax expense in 1990 by $3,911,000 (82,168,000 in the

P fourth quarter). ,

& For tax purposes, net operating loss (NOL) carryforwards of approximately $164,049.000 are available to

; reduce future taxable income and will expire in 2003 through 2005. The 34% tax effect of the NOLs generated 15

ﬁ $55.777,000 and is reflected as a reduction to deferred federal income tax relating to accelerated Jc preciation and

E; amortizaiion. Future utilization of these tax NOL carrviorwards would result in recording the related deferred

s,

7 The 1986 Tax Act provides for an AMT credit to be used to reduce the regular tax ‘o the AMT leve! should the

’ - regulor tax exceed the AMT. AMT credits of $27,822.000 are available to offset future regular tax. The credits may

!V be carried forward indefinitely.
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ﬂ @l_ll RETIREMENT INCOME PLAN AND

OTHEL POSTRETIREMENT RENEFITS

(a) RETIREMENT INCOME PLAN
The Company sporsors a noncontributing pension

 plan winch covers all emplovee gro. ns. The amount

of retirement benefits generally depends upon the
length of service. Under certain circumstances,
benefits can begin as ea:ly as age 55. The plan also
provides certain death, medical and disability benefits.
ghc Comyany’s funding policy is to comply with the
Employee Retirement Income Security Act of 1974
u es.
' In 1990, the Company offered a Voluntary Early
Retirement Oppostunity Program (VEROP).
Operating expenses for 1990 included $7,000,000 of
on plan accruals to cover enhanced VEROP
benefits pius an additional $8.000,000 of pension costs
for VEROP benefits paid to retirees from corporate
funds. The $8.000.000 i« rot included in the pension
data reported below. Operating expenses for 1990 also
included a credit of $5,000,000 resulting from a
settlement of pension obligations through lump sum
payments to a substantial number of VEROT retwrees.
Net pension and VEROT costs for 1989 through
1991 were comprised of the follow g components:

1994 ) 1989

“{millions of dollars)
Pension Costs,
Service cost for beiefits earned
during theperiod .. .., ... - . $ B $ 5 $ 4
Interest vost on projected benefit
obligation ... ... 11 1 10
Actual return on plan assets .. (3 2 (173
Netamortizaton and deferval, 15 A8 4
Net pension costs. ... . 1 3 1
VEROP ¢ost e ? o
Settlement gain I R gn R & =
Netcosts ... ... o $ 5 $ 1
== = |-~

The following table presents a reconciliation of the
funded status of the plan at Deember 31, 1991 and
1990.

Diecember 31,
T
imﬂl’i{om of
Acrarial present vilue of benef binad.
obligations
Vested benefty . ..o v, oo e 892 5101
Nonvested benefits ... ... .. 10 6
Accumnulated benefit obligation | 102 107
Effect of luture compensation
Tatal projected beneht obligation 136 129
Plan assets at fair market value an 151
Surplus of plan assets over projected
benefit obhigatton .. .. ... 36 2
Unrecognized ney gain due 10 vanance
between assumptions and expenence (40) ()
Unrecognized prior terv ce cost . 3 5
“Transition asset at janvary 1 1987
being amortized over ¥ years . 18 (19
Net accrued pension hability
included in ottier deferred
credits on 1t Balanice Sheet $(17) s16)

(Toledo Edison)

~The settlement (discount’ rate assumption was
£ 8% for both December 31, 1991 and December 31,
1990 The long-term rate of annual compensation
increase assumption was 5% for both December 31,
1949] and December 31, 1990, The long-term rate of
retirn On plan assets assumption “vas 85% in 199]
and BY% in 199%).

Plan assets consist primarily of investments in

commaon stock, bonds, guaranteed investment
contracts, cash equivalent securities and rea! estate

(b} OTHER POSTRETIREMENT BENEFITS

The Financial Accounting Standards Board has iscoed
a new accounting standard for postretirement
benefits other than pensions. The new standard
would reguire the accrual of the expected cost of suca
benefis during the employees’ vears of service. The
assumptions and calculations involved in
Jdetermining the accrual closely parallel pension
accounting requirements

The Company currentiv provides certain
postretirement health care, death and other benefits
and expenses such costs as these beiehts are paid.
which ¢ consistent with cunten! ratemaking practices.
Such costs totaled $3.700,000 in 1991, $3,000,000 in
1990 and $2,200.000 in 1989, which include medical
benefits of $3,100,000 in 1991, §2,400,000 in 1990 and
$2,100.000 in 1989

The Company expects 1o adopt the new standard
prospectively effective January 1, 1993, We plan to
amortize the discounted present value of the
accumulated postretirement benefit obhigation to
expense over a twenty-vear period. The Company has
engaged actuaries who have made a preliminary
review using 1990 data. Based on this preliminary
review, the accumulated postretirement benefit
obligauon as of December 3i, 1991, measured in
accordance with the new standard, is estimated in the
range of $65,000,000 to $100,000,000. Had the new
standard been adopted in 1491, the prelimmary study
indicated that the additional postretirement benefit
cost in 1991 would have bevn in the range of
$8.000.000 to $14.000,000 (pretax). We believe the
effect of actual adoption in 1993 may be similar,
although it could be significantly different because of
changes in health care costs, the assumed health care
cost trend rate. work force demographics, interest
rates, or plan provisions between now and 199:,

The Company does not know what action the
PUCO mav take with respect to these incremental
costs. However, we believe the PUCO will either
allow a means of current recovery of such incremental
costs o provide for deferral of such costs until
recovered in rates. We do not expect adoption of the
new standard to have a matenial adverse effect on
our finarcial condition or results of operations

{9) GUARANTEES

Under a long-term coal purchase arrangement, the
Company has guaranteed certain loan and lease
obligations of a mining company. This arrangement
requires payments 1o the mining company for any
actual out-of-pocket idle mine expenses (as advance

(Toledo Edison)
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- payments for coal) when the mines are idle for

~reasons beyond the control of the mining company.
At December 31, 1991, after giving effect to a
refinancing completed on Janvary 2, 1992 by the
mining company, th - principal amount of the mining
ompany’s loan and lease obligations guaranteed by
the L'C‘-cunpmy was $24,000,000.

{10) CAPITALIZATION

{a) CAPITAL STOCK TRANSACTIONS

Preferred stock shares retired during the three years
ended December 31, 1991 are listed in the following

i 1991 194 1989

(thwun—d: of shares )
Cumulative Preferred Stock

Subiect o Mandatory
Redemprion.
$100 par $11.00 ! (10} (1) (3)
[ 3 SR (17) {17) {12)
#
i ERCRUR AN i3 (27 _ (2N

(b} EQUITY DISTRIBUTION RESTRICTIONS

At December 31, 199], retained earmings were
$89,924,000. Substantially 21l of the retained earnings
were available for the declaration of dividends on the
Company s preferred and common shares. All of the
Company’s common shares are held by Centerior
Energy. A write-off of the Company’s investment in
Derry Unit 2, depending upon the magnitude and
tming of such a write-off, could reduce retained
earnings sufficiently to impair the Company's ability
ta declare dividends.

Any financing by the Company of any of its
nonutility affiliates requires PUCO authorization
unless the financing is made in connaction with
transactions in the ordinary course of the Company’'s
public utilities business operations in which one
company acts on behalf of another.

(¢) CUMULATIVE PREFERRED AND
PREFERENCE STOCK

Amounts to be paid for preferred stock which must be
redeemed during the next five years are $2,000,000 in
1992 and $12,000,000 in each vear 1993 through 1996

The annual mandatory redemption provisions are
as follows:

Shares ' Price
To Be Beginn-.ag er
Redeemed __in _  Share
Preferred:
100 par $1100. - 5.000 1979 $100
9375 .. : 16650 1988 100
B par 28I 00000 1993 L

The annualized cumulative pieferred dividend
requirement as of December 31, 1991 is $25.000,000

The preferred diviaend rates on the Company's
Series A and B fluctuate based on prevailing interest
rates and market conditions, with the dividend rates
for these issues averaging 882% and 9.67%,
respectively, in 1991

(Toledo Edison)
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Under its articles of incorporation, the Company
cannot issue preferred stock unless certain eamings
coverage requirements are met Bosed on eamings
for the 12 months ended Decem iy 11, 1991, the
Company could not issue addiuonal preferred stock.
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
wsues outstanding.

Preference stock authorized for the Company is
5000000 shares with a $2° par value No preference
shares are currently outstanding. There are no
restrictions on the Company’s ability to issue
preference stock.

With respect to dividend and liquidation rights, the
Company’s preferred stock is prior to its preference
stork and common stock, and its preference stock is
prior to its common stock,

(d) LONG-TERM DERT AND OTHER
BORROWING ARKANGEMENTS

Long-term debt, less current maturities, was as
follows:

Actual
or Average
Interest Kate 1941

December 31, *L]
1990

-———

Year of Maturity
et b ot . it e

{thousands of dollars)
First mortgage bonds

1995 Cieeigeeaes 1128 % 8 — & 60,000
J996 . : e375 100,000 100,000
19972001 .. . ... . 7.65 66,378 66,378
2002-2006 ........ .. 562 1ML738 111725
2007-2011 ... ..., .. e62 51,900 81,900
2007-2021 .. .0hiiiiiin 8.00 67,3200 67,300
2022-2023 . ... (.. 758 147,806 147,800
545103 605,103
Term bank loans due
1993 1996 . | 882 115,500 13,500
Medium-term notes
due 19932021 .. 9.06 134,50, -
Notes due 1993-1997 | 1101 102142 219430
Debentures due 1997 11.25 125.000 125000
Follution control notes
due 19932005 ... ... 1104 136,150  136.600
Other — net ... .. - 135 (2.307)
Total Long-Term
Debt. . ... .....,

$1.158.550 $1,097.426
= ST wimsm

Long-term debt matures during the next five years
as follows: $121,000,000 in 1992, $47,000,000 in 1993,
$47.000,000 in 1994, $72,000,000 in Y995 and
$192.000,000 in 1996

in 1991, the Company issued $134,500,000
aggregate principal amount of secured medium-terr,
notes. The notes are secured by first mortgage bonds.
At December 31, 1991, the Company has $15,500,000
aggregate principal amount of secured medium-term
notes registered with the SEC and available for
issuance,

The Company's mortgage constitutes a direct first
fien on substantally all property owned and
franchises held by the Company. Excluded from the
lien, among other things, are cash, securities

{Toledo Edison)
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accounts receivable fuel, supplies and automotive
equipment.

Additional first mortgage bonds may he wsued by
the Company under its mortgage on the basis of
bondabie property additions, cash or substitutior. for
refundable first mortgage bonds The issuance of
additional first morigage bonds on the basis of

additions is limited by two provisions of our
mortgage One relates to the amount of bondable
property available and the other to earmings coverage
of interest on the bonds. Under the more restrnictive
of these provisions (currently, the earnings coverage
test), we would have been permitted to issue
approximately $164,000,000 of bonds at an assumed
interest rate of 11% based upon svailable bondable
property at December 31, 1991, The Company also
would have been permitted to issue approximately
$185.000,000 of bonds based vpon refundable bonds at
December 31, 1991 1f Perrv Unit 2 had been canceled
and written off as of December 31, 1991, the amount
of bonds which could have been issued by the
Company would not have changed.

Certain unsecured loan agreements of the
Company contain «. venants 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 to 2 letter of credit issued i connection with
the sale and leaseback of Beaver Valiey Unit 2 (as
amended in 1989) contains several financial
covenants affecting the Company, Cleveland Electric
and Centenor Energy. Among these are covenants
rclating to earnings coverage ratios and capitalization
ratios, The Company, Cleveland Electnc and
Centericr Energy are in compuance with these
covenant provisions. We believe these covenants can
still be met mn the event of a write-off of the
Company's and Cleveland Electric’s investments in
Perry Unit 2, barring unforeseen circumstances.

(11) SHORT-TERM BORROWING
ARRANGEMENTS

The Company had $70,400.000 of bank lines of credit
arrangements at December 31, 1991. There were no
borrowings under these bank credit arrangements at
December 31, 1991,

Short-term borrowing capacity authorized by the
PUCO s $150,000.000 for the Company. The
Company and Cleveland Electnc have been
authorized by the PUCO to borrow from each other
on a short-term basis.

Most borrowing arrangements under the short-
term hank lines of credit require a fee of 0.25% per
vear to be paid on any unused portion of the lines of
credit. For those banks without fee requirements, the
average daily cash halance in the Company's bank
accounts satished informal compensating balance
arrangements.

At December 31, 1991, the Company had no
commercial paper outstanding 1f commercial paper
were outstanding, it would be backed by at least an
equal amount of unused bank iines of credit,

(12) CHANGES IN ACCOUNTING FOR
NUCLEAR PLANT DEPRECIATION

In June 1991, the Company changed the method used
10 acerue nuclear plant depreciation from the units
of-production method to the straight-line method
retroactive to january 1, 1991, The good performance
of the nuclear generating units over the past several
vears had resulted in units-of-production
depreciation expense being significantly higher than
the amount implicit in current electric rates. The
straight-line method better matches revenue and
expense, tends to levehize periodic depreciation
expense for nuclear plant and is more consistent with
industry practice,

The PUCO approved the change and authorized
the Company to accrue depreciation for its three
operating nucicar generating units at an accrual rate of
about 3% of plant investment based upon the umits’
forty-vear operating licenses from the NRC. This
change in method decreased 1991 depreciation
expense §13.949,000 and increased 1991 net income
$10,995,000 (net of $2.954.000 of income taxes) {from
what they otherwise would have been.

in December 1991, the PUCO approved a
reduction in the straight-line depreciation accrual rate
frony about 3% to 2.5% for each of the three operating
nuclear units retroactive o January 1, 1991, The
Company believes the lower depreciation accrual rate
15 appropriate and reduces combined annual
depreciation expense to a level more closely aligned
with the total amount currently being recovered in
customers’ rates for these units. This change in rate
decreased 1991 depreciation expense $9,453,000 and
increased 1991 net income $7413.000 (net of
$2.040,000 of income taxes) from what they ctherwise
would have been

Depreciation expense recorded in prior years was
not affected. Current electric rates were also
unaffected by the PUCQO orders

|
!
|
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\13) QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The following is a tabulation of the unaudited quarterly results of operations for the two vears ended December
31,1991

. Quarters Ended :
March 31, June 30 Sept. 30, Dec. 31

(thousands of dollars)

1991
Operating Revenues. . ... ..................ooiiint) $212,930 $227.5%6 §238,271 $208 481
Operating Income. ..., .............. ... koY g 36,807 42428 42,367 38,639
Netlncome ... ... ... .. .. .. g R e el g ot o 12,341 14,210 14,498 B.564
Earnings Available for Common Stock ..., : : 6,096 8,009 8.318 2.398
19%0
Operating Revenues. . ............ ... ... ... ... ... $21062 $210.412 $237.872 $204.267
OPErting INBOINe ... (oo vriiel i it 38,732 28,259 39,433 45,862
Net income .., . ..., L T Y - L - N A : 21,604 26,971 19,420 13,429
Earnings Available tor Common Stock .. . ... ... . .. 15,357 20,660 13108 7.139

Operating revenues for (he first three quarters of 1991 and the four quarters of 1990 were restated to comply
with current FERC revenue reporting requirements, as discussed in the Summary of Significant Accounting
Policies. This restatemen! had no effect or earnings results for thy applicable quarter. The unaudited quarterly
results for the guarter ended March 31, 1991 were also restated to reflect the change in accounting for nuclear
plant depreciation to the straight-line method {at about a 3% accrual rate) as discussed in Note 12

Eamnings for the quarter ended De~ember 31, 1991 were increased as a result of vear-end adjustments. A
§9,453,000 adjustment to reduce depreciation expense for the yvear for the change in the nuclear plant ciraight-line
depreciation rate to 2.5% (see Summary of Signifizant Accounting Policies and Note 12) was partially offset by an
$804,000 rec'uction in phase-in carrying charges for the adjustment to 1991 cost deferrals (see Note 6). The total
of these adjustments increasec quarterly earr.ings by $6,582,000.

Earnings for the quarter ended June 30, 1990 were increased as a res it of federal income tax expense
adjustments associated with deferred investment tax credis relating to the 1988 write-off of nuclear plant
investmenti. See Note 7. The adjustments increased quarterly eamings 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 for the adjustment to 1990 cost deferrals (see Note 6) was
partially offset by adj:'stments of $7,760,000 to reduce depreciation expense for the vear for the change in

~tion rates for nonnuclear and Davis-Besse property (see Summary of Significant Accounting Policies) and
$2,168,000 to reduce federal income tax expense (see Note 7). The total of these adiustments decreased quarterly
earnings by $2,000,00).

{Tolede Edison) F-67 (Toledo Edison)
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. s Toral
Tonal Total 1 h‘:c‘:\‘; Ope?:nnl :
Ko sidential Convmercai Industrial Ot Ketai Whaiesale (2) Flectrw & Gar Koy onues ,_
$22¢ 840 153823 236049 S0 oY Ta031 146 827 §87 258 -~  $887 15K .i
223 920 174 540 235 578 7 535 713573 149 600 863 173 - 863 173 ;
s . o 892 163 991 226 680 94 451 706 (54 159 569 #6S 623 o K65 623
e 200 916 142 6% 199 521 M %) 578 0% 71863 640957 49 957 :
. 200 877 142 288 219 0% 27 pdb 590 (06 24% 37 482 - 832 482 i
T 136 78) % B 15153 3228 413 436 4742 WO K6 74N 468 29 §
L AT e O LR v AR e |
i:__ Operating Expenses (thousands of dollars) !
Oher
Fuel & Operation ectation Tanes. Phase in & Federal Tuntal II
[ ) Puschasend & i & et Than Mpha':rm lnm:r Op:km‘
b Year Power (4}  Maintenance Amortization HY Deferred. Net Taxes Expenses ‘
: 1991 .. 177 642 355 728 72 137(b) 88 658 1147 31767 $727 027

I
b
SRR L 174 309 3 72627 » 320 (6 78) 21 04l 710 487
¥ 1988 L 220 372580 85 057 i3 {15 753) ar2ss 723 462
i, 1988 138121 358 B2 75 093 80108 (B3 813 X 42 597 604 :
2 1967 167 621 223 307 &5 503 59 b8 (39 797) 22 MY 499 038 ,
Y 148 452 95 884 434 36 69 - 40 B2 365 304 1
- & TR NI W R ST O R T e T RO A S LR RO O R SUIC T ) G R e R L R et B J
!. ' Income (Loss) (thousands of dollars) :
| ' .
E‘ ' Other ln:oﬂ;' Income
e Operating AFUDC Ouectiors Camying Cred et

- - | ! ATVINE 1

!,; s Year Income Equity Net Charges {Expense ) Charges

: 1155 i RS $159 181 1499 3678 21 986 (6 228) $181 066 J'

y 3
! [

| L e R 152 286 $ 6 305 43 48 8 b6 214 054 |

B - e 142 161 » 568 2 517 82 308 (21 563) 231 991 .

198 . 52353 § 452 (246 722) () 129 632 Be 244 26 989 j

SR L 133 443 122 128 (16 904) 14 949 42726 296 392 ,

I‘_' 1981. . 102 790 32 498 B 852 - 9616 153 956 ]

s Income (Loss! (thousands of dollars) |

L Income | Loss) Cumulative |

Beiore Effest of an Earni ]
i Cumulative Accounting (me

' Ettect of an Change or Net Preferred Availabie 1
-, Dett AFUDC —~ Acguunting Extraurdinary Income Stock for Common ‘
- Year interest Debt ; Cain { Loss ) Dividends Stack 5
I |
¥ RAOY s . %132 399 (246) 49 513 —_ 49 813 24 792 $ 24821
[y
L 1980 . ... Siess 138 44 {2 874) Ol 424 — Kl 424 25 159 56 265

W88 M2 (5479) 92 678 - 92 678 25 260 67 288

R e 11 B33} {121 731) 6 279(¢) (115 452} 26 983 {142 435)

: Fi AT | S ] {54 272) 185 171 - 165 171 42 74 124
e, 86 310 (15 49) 83 137 10 807 (¢} 93 644 23 542 70 402
L R LR AR e, Wi R A s e e T

s (&) Wholesale revenuss, fuel and purchased power. wholesale electnc sales and purchased power amounts are restated for 1590 and prige years to
iy 1] reflect & change in reporting of bulk power sales wansactions in accordance with FERC requirements

" {B) In 1991, & change in accounting for nuclear plant Gepreciation was adopted. changing from the unit: of-production methad to the straight-line
& mathod ata 25% rate.

r. e Includes write-off of nuclear costs in the anount of $276.955.000 in 193¢
' {d) In 1988 a change in the method of accounting for unbilled revenues was adepied.
|
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Electric Sales (millions of KWH)

THE TOLEDO EDISON COMPANY
Residential Usage

Average  Average
) A e Revenue
l } KWH Per  Por Per
&v Residential Commerais! Industrial Wholesale (@] (Other  Tots!  Kesidenta!  Commercial & Other Total Customer  FWH  Custorner
1991, 2041 1 682 3 543 2 587 482 10 338 254 500 26 044 d4dd IR 888 T 9D 112 $897 41
: 1 950 1614 Iel? 233 49 10 010 253 965 582 4 555 MM O TeR2 1148 882 %
207 1622 3 740 3138 495 11012 253 2% 25 803 443 283 471 TR 10T R55 20
2 Dok 157 3780 2044 474 G845 25] 59 25 526 L 281 218 B 204 an LS by
1977 1532 3 58¢ 1 660 464 9220 W93 L0 g ) 4 085 27RS598 7GR0 1008 B b6
1919 1294 3 080 1 5858 LI K27 4] o83 20573 3 K44 269 OB T 966 7.3 §75.9%
Load (MW & %) Energy (millions of KWH) Fuel
Eficiency
i 2t Time Pesk  Capacity Load Company Generated Purchased Fuel Cosi BT Per
L Yew of Peak Load Margin Factor Foasi! Nuclear Total Power (a) Towa! Per KWH KWH
i 1981 .. ... 1758 1510 14.1% 64.5% 4 848 6003 10831 95 10 946 1 44¢ 10 327
s A 172 1818 115 630 5835 4219 9754 S TS 1.50 10 220
N 1986 1 894 1526 194 65.2 5 206 8 582 10 758 TRE 11 546 142 10 293
1988 1087(f) 1614 (52.7 628 5 820 33 95 1491 10 636 L8 10174
: 1087 .. 1695 1484 126 649 5 916 3218 5134 be% 9 803 1458 10 196
| 1981, | 1315 Pl ) &9 5 348 2142 7 4% 1293 8 783 1.68 10274
I»_ 4 e R R I I A I T e B A R R i B R R I e B R e S R R R EE L L R E R T T S T e i I e T S S
= Investmert (thousands of dollars)
-’ Coanstruction
{ Work In Tota!
s Linility Accumulated P Nuclear Property, Unitity
. Plant in W & Net & Perry Fuel and Plant and Plant Total
) Year Service Plant Unit 2 Other Equipment Additons Assets
» -
TR T NP $2 692 274 709 505 1 882 768 386 732 187 964 $2 577 465 § 53838 §4 014 512
1
o
'I oo 2 603 883 640 252 1963 631 436 839 223 872 2 624 342 86 693 4 001 518
ke . R 2528 355 564 615 1 963 740 430 340 237 318 2631 398 7342) 4 138 B4n
If 1988 . ... A7 2438 927 487 546 1 951 381 459 104 262 514 2672 9% 132 083 413 872
3 ROy v v 2 600 511 419 149 2 181 3n2 374274 267 D% 2 822 708 IR0 974 4 277 587
f ] 1981, ... ... 1 250 190 232300 997 880 58 nd] 21 359(g) 1 &77 BRO 201 0 1 869 947
e Capitalization (thousands of dollars & %)
N
Preterred Stock, with Preferred . without
Mandatory Redemption Mandatory
[ oo Xea Comman Sick Equity Provisions Provisions Long Term Debt Total
t" 2991 . $ 887752 8% 53 663 3% 216 000 P 1 158 550 50% $2 319 945
r_- 990 880 784 % 66 328 3 210 000 “ 1 097 326 m 2 254 438
" .l e 857 793 38 &8 990 3 210 000 9 1197277 50 2374 w0
1988, , ... 887 442 36 71 155 3 210 000 9 1291 444 52 2 400 041
l B | A | D96 737 35 73 M0 3 240 000 ) 1 400 292 50 2 K10 369
S - 5. 550 176 35 s 500 b 150 000 10 762 584

Standards 71

[
3
i
; .
:
|

|
I_ {Toledo Edison)

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

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

{e} In 1981, an extranrdinary gain wvas realized from the exchange of common stock for bonds.
(f) Capacity data reflects extended generating unit outage for renovation and improvements.
(2] Restated for effects of capitahzation of nuclear fuel lease and financing arrangements pursuant to Statement of Financial Accounting

F-69

44 1 558 260

(Toledo Edison)

R L T ———

P N e ——



= it L

e T e e — e e T N S, SR S g e, g & 8 6+ e e e C e | ]

INDEX TO SCHEDULES

Page

Centerior Energy Corporation and Subsidiaries:

Schedule V Property, Plant and Equipment for the Years §-2
Ended December 31, 1991, 1990 and 1989

Schedule VI Accumulated Depreciation and Amortization of $-5
Property, Plant and Equipment for the Years
Ended December 31, 1991, 1990 and 1989

Schedule VII Guarantees of Securities of Other Issuers for 5-8
the Year Ended December 31, 1991

Schedule VIII  Valuation and Qualifying Accounts for the s-9
Years Ended December 31, 1991, 1990 and 1989

Schedule IX Short-Term Borrovings for the Years Ended §-10
December 31, 1991, 1990 and 1989

Schedule X Supplementary Income Statement Information for §-11
the Years Ended December 31, 1991, 1990 and 1989

The Cleveland Electric Illuminating Compes .y and Subsidiaries:

Schedule V Property, Plant and Equipment for the Years 5-12
Ended December 31, 1991, 1990 and 1989

Schedule VI Accumulated Depreciation and Amortization of §-15
Property, Plant and Equipment for the Years
Ended December 31, 1991, 1990 and 1989

Schedule VII Guarantees of Securities of Other Issuers for S-18
the Year Ended December 31, 1991

Schedule VIII  Valuation and Qualifying Accounts for the 5-19
Years Ended December 31, 1991, 1990 and 1989

Scheduie IX Short-Term Borrowings for the Years Ended §-20
December 31, 1991, 1990 and 1989

Schedule X Supplementary Income Statement Information for $-21
the Years Ended December 31, 1991, 1990 and 1989

The Toledo Edison Cc:pany:

Schedule V Property, Plant and Equipment for the Years §-22
Ended December 31, 1991, 1990 and 1989

Schedule VI Accumulated Depreciation and Amortization of §-25
Property, Plant and Equipment for the Years
Ended December 31, 1991, 1990 and 1989

Schedule VII Guarantees of Securities of Other Issuers for $-28
the Year Ended December 31, 1991

Schedule VIII  Valuation and Qualifying Accounts for the 5-29
Years Ended December 31, 1991, 1990 and 1989

Schedule IX Short-Term Borrowings for the Years Ended $-30
December 31, 1991, 1990 and 1989

Schedule X Suppiementary Income Statement Information for S-31

the Years Ended December 31, 1991, 1990 and 198¢
Schedules other than those listed above are omitted for the reason that they

are not required or are not applicable, or the required inforzation is shown
in the financial statements or notes thereton.

5-1
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Classificetion

AmEsNsERseEn

Utility Plant:
Electric

Intangible

Product fon:
Steam
Wuclear
Kydraulic
Other

Yransmission

Bistribution

General

Total Utiiity Plant

Perry Unit 2 (b)

Construction Work in
Progress

Nuclear Fuel

Other Plant

Tota! Property, Plant and
Equipment

L e B I —

CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

SCHEDULE V « PROPERTY, PLANT AND EQUIPMENT
YEAR ENDED DECEMBER 31, 1991

(Thuusends of Dollers)

Balance at

Beginning of
Period

R

$22,035

1,338,332
5,123,452 ()
56,354
14,693

694,181
1,199,941

187,191

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

885,149

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

$10,760,548

TLELTWRTBRETE

Additions
8t Cost

R

$12,739

80,909

105,294
(557

48

16,667

37,674

(14,576)

(52,531)

58,513

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

$263,610

EEL LR

Reti ements

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

(5,480)
(1,395)
(370)
9
(631)
(4,439)

(6, 664)

srsremEm -

(18,950)

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

($18,965)

TZCIEERTEET

(a) Includes effect of reclassifications to conform with 1991 presentation.
(b) Includes Perry Unit 2 AFUDC subsequent to July 1985, See Schedule Vitl,

i

R R B N ¥ R R ——

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

o0 00

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

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

ERrEssaseann

Balance st
Erdd of
Period

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

334,774

1,613,789
5,227,393
55,427
14,750
T, 217

1,233,176

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

5,888,219

850,573

215,855

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

$11,005,191

SREsSIsssABND
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CEMTERINR ENERGY CORPORATION AND SUBSIDIARIES

g SUMEDULE V « PROPERTY, PLANT AND EGUIPMEN!
YEAR ENDED DECEMBER 31, 1990

(Thousands of Dollars)

Balance ot Retirements Balance &t
Beginning of Additions or End of
Classitication Period at Cost Sales Other Period
Jtility Pleant:
Electric
intangible $0 $22,.0%% $0 $0 $22,035
Product ion:
Steam 1,301,892 39,495 (3,05%) 0 1,338,332
Nucleer 5,016,127 (o) 131,973 (a) (24,608) fn 5,123,492 (a)
Wydraulic 56,300 54 0 0 56,35
Other 13,995 749 W1 0 14,073
Transmigsion 680,080 15,028 (927 0 694,181
PDistritution 1,143,870 62,309 (6,178) ¢ 1,199,941
General 185,434 3,406 (1,649) o 187,191
Total Utility Plent 8,397,638 275,049 (36,468) 0 8,636,219
Perry Unit 2 {(b) 859, 048 (3,89%) 0 0 865, 149
Construction Work in
Progress 288,225 (19,839) 0 0 268,388
Nuclear Fuel 864,821 62,647 0 0 $27,268
Other Plant 62, 4% 1,136 (22) (39 63,524
Total P *ty, Plant and
Equipmont $10,482,181 $314, 8% ($36,490) ($39) $10, 760,546
P21 2323 3 FF 3 TEzassgyDuse LA 3 33 7 & = § 373 SIRrzms2zsEs ERsEEsaTaans

(8) Includes effect of reclassifications 1o conform with 1991 presentation,
{b) Includes Perry Unit 2 AFUDC subsequent to July 1985. See Schedule VIIl.




Classification

R R,

Utility Plant:
Electric

Product ion:
Steam
Nuclear
Hydraulic
Other

Transmission

Pistribution

Geners!

Total Utility Plant

Perry unit 2 (b)

Construction Work in
Progress

Nuclear Fuel

Other Plant

Total Property, Plant and
Equipment

(8) Includes

wh. e el g

effect of reclassifications
(b) Includes Perry Unit 2 afruoc subseguent

CENTERIO& ENZRGY CORPORAT ION AND SUBSIDIARIES

SCNEDULE v - PROPERTY, PLANT AND FOQU I PMENY
YEAR ENDED OECEMBER 31, 1989

(Thousands of Dol lars)

Balance gt Retirements
Bezinning of Additions or
Periog 8t Cost Sales Other
$1,290. 036 $17.470 (35,614) 0
4,833 173 195,331 () (12,277) 0
56,301 (N 0 0
13,943 53 ) 0
677,535 3,559 (1,014) 0
1,094, 766 54,u37 (5,793) 0
177,919 11,529 (4,014) 0
8,143,673 282,778 (28,813) [}
866, 911 2,137 (4 0
355,821 (67,5%6) 0 0
815,144 90 877 0 9
59,945 2,512 (30) 2
$10,241, 494 3269,508 ($28,841) $22
II.HII.“II' I'llt.tllll! llll'lltllll ICIIGISSSSCI

to conform with 1991 presentation,
to July 1985, See Schedule vij].

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

$1,301,892
5,016,127 (&)
56,300
13,995
680, 080
1,143 810

185,434

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

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

$10,482, 181

l.t.'.l.l‘l.
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SCHEDULE Vi » ACCUMULATED DEPRECIATION AND AMORTIZATION OF PROPERTY, PLANT AND EOUIPMENT

Description

B

Utility Plant:
El~ctric - Depreciation

« Amortization

“otal Utilivy Plant

Other Property - Depreciation

Total

Nuclear Fuel « Amortizetion

YEAR CNDED DECEMBER 31, 1991

(Thousands of Dollars)

$3,555 (b)(e)
%1 (o)

Additions
Balance at Charged to
Beginning of Income
Perivd Statement Other
$2,030,437 () $248, 231
8,073 5,679
7,038,510 253.9 () 4,106
18,072 2.178 (&) 0
$2,056,582 $256, 088 $4,106
=s RITETFIFITAER
$404, 594 $122, 771 ) 30
as BREXTIBETTTTSS

Deduct ions
Removel Cost
Net of Salvage
Retirements Add/ (Deduct)
($18,950) ($3,087)
0 1]
(18,950) (3,087)
¢ 0
($18,950) ($3,087)
SExssupezzmgn sFETTRBEEESE
$0 0
SsessssuesEn SETIFSaIEIET

i8) Includes effect of reclassifications to conform with 1991 presentation,

(B) Includes nuclear plant decommissioning trust earnings charged to othe* deferred charges and depreciation
charged to construction work in progress.,

(e) Transter from accumulated depreciation Lo accumulated amortization,

P A S e ———

Balence ot
End of
Period

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

14,303

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

$2,29, 739

FEEXRsSEFesE S

$527,367

EIETTETEITIET

(d) Depreciation and amortization as reported in the income Stotement includes approximately $11 million of
cmartization of investment tax credits.

(€) Nonutility plant expense charged to other income and deductions, net.

(f) Charged to fuel “nd purchased power expense,



CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

SCHEDULE V1 = ACCUMULATED DEPRECIATION AND AMORTIZATION OF PROPERTY, PLANY AND [QUIPMEWT
YEAR ENDED DECEMBER 31, 1990

(Thousands of Dollars)

Additions Deduct ions
Salance at Charged to Removel Cost Balence ot
Beginning of I ncome Net of Salvage End of
Description Period Statement Other Retirements Add/ (Deduct) Pariod
Utility Plant:
Electric - Deprecietion $1,819,850 (a) $249,381 (w) $2,685 (b) ($36,468) (85,0113 80,030,437 (&)
- Amortization 3,670 4,40 0 0 ¢} B,O73
|
| Total Utility Plant 1,823,520 253,784 (¢) 2,685 (36,468) (5,011) 2,038,510
‘ Other Property - Depreclation 15, 132 2,957 () “an 0 n 18,072
Total $1,838,652 $256, 741 $2,668 (834,468) (85,011) $2,056,582
t 2 2 2 TPETTAZEZIER L 2 23 2 2 FF et ¥ EZSzaznsSRRES SISEERTTONAN
Nuclear Fuel - Amortization $320,448 $84,150 (&) $0 $0 $0 $404 596
=23 LR EsszzzuEssew FEEZzTEIZIDES EXTSTeSaaEny TET=S=ssRsET

(a) includes effect of reclassifications to conform with 1991 presentation,

(b) Depreciation charged to construction werk ‘n progress.

(¢) Depreciation ant! emortization as repurted in the Income Statement includes approximately $12 million of
amortization of investment tax credits,

{d) Nonutility plant expense charged to other income snd deductions, net.

(e) Charged to fuel and purchased power expense.

o
]
e )
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CENTERIOR ENERCY CORPORATION AND SUBSIDIARIES

SCHEDULE V1 - ACCUMULATED DEPRECIATION AND AMORTIZATION OF FROVERTY, PLANT AND Euu)PMENT
YEAR ENDED ODECEMBER 31, 1989

(Thousands of Dollars)

Additions Deduct ions
Balance »t Chorged to Remove! Cost
Beginning of e ome Net of Salvage
buscription Period Statement Other Reti sments Add/ (Deduct)
Utility Plant:
Electric - Depreciation $1,565 978 $283 821 (») $3,595 () (828,813) ($4,731)
« Amortization 5,32 344 ¢ 0 (¢
Total Utility Plant 1,549,304 284,165 (¢) 3,598 (28,813%) (4,731
Uther Property - Depreciation 13,676 1,684 (g, e (20) (8)
Total $1,582,980 $285, 649 $3,595 ($28,833) ($4,730)
FEBEEEUTaANSY EEBIZTISWREST FEXRBTUITETTS RETTEEESTREN EYTITIESEIENL
Nuclear Fuel - Amortization $218,32¢6 $102,120 (e) $0 $0 80
.II.II.’.'I‘ L2 23 IFF 2 &5 3705 FUDANETORNERS AR R F - #TgSczunnees

(8) Includes effect of reclassifications ¢ conform with 1991 presentation,
(b) Depreciation charged to construction work in progress.,

Balance »t
End of
Period

3,670

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

$1,838,652

SRR D PRt

$320, 646

SERIRARETRUAY

(c) Depreciation and amortization as reported in the Income Statement includes app: oximately $12 million of

avortization of investment tax credits.

(d) Honutility plant expense charged to athsr income and deductions, net,
(e) Charged to fuel and purchased power expense,

ahat e 2 & r—
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CENTERIOR ENERGY CORPORATION AND SUBSIDYARIES

SCHEDULE VI11 - VALUATION AND QUALIFYING ACCOUNTS
FOR THE YEARS ENDED DECEME.R 31, 1991, 1990 AND 1989

(Thousands of Dollers)

Acditions Deductions
Balence at Charged to Deduct i ors Balance et
Beginning Incone from End of
Description of Period Stetement Gther Reserves Other Period
’ Reflected as Reductions
to the Related Assets:
Accunulated Provision
for Uncollectible Accounts
(Deduction from Amounts Due
from Customers and Others)
1w $3,02¢ $20,567 (a) $3,192 (v $23,082 (a)(c) $0 $3,703
10 2,276 18,739 (o) 2,805 (&) 20,796 {a¥(o) 0 3,026
1989 7,001 9,429 () 2,000 (b) 16,15 (a)(c) 0 2,27
Retiected as Reserves on
i the Balance Sheet:
Reserve for Perry Unit 2
Allowance for Funds Used
buring Construction
I 1991 $212,693 $0 $0 $0 80 $212,693
1990 212,693 0 0 0 0 212,693
1089 212,693 0 ¢} 0 0 212,693

(a) Includes & provision and corresponding write-off of uncollectible accounts of $6,020,000, 35,895,000 and
- $2,598,0C0 in 1991, 1990 and 1989, respectively, relating to customers which qualify for the PUCO wandated
i Percentage of Income Payment Plan. Such uncollectible sccounts are recovered through a separate PUCO
approved surcharge tariff,

(b) Collection of accounts previously written off.
{c) Uncollectible sccounts written off,
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Commercinl Paper
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1989

CENERIOR ENERGY CORPORAYION AND SUBSIUIaK (1§

SCHEDULE 1x - GHORT - ER RORROWINGS

FOR THE YEARS CNDED DECEMBER 31, 1991, 1990 ANp 1989

(Thousencis of Dollers)

balonce

ot End
of

Period

LR R

$0
110,310
0

weighte.
Average
interest
RBate ot
i of
Per i vl

R

D.0%
9.4
°lo

LITRL Y]

hamount
Dutstending
buring the

Pariod

R

$170,900
163,20
$5,000

Aver bge
Datly
welghted
Amount
Dutstending
buring the
Por i

I R

$61, 781 (%)
B8 BTO (w)
5.5% (W

(8) Compusted by dividing the totel of the daily outstanding bulances for the year by 364 deys.
(b) Computed by dividing total Interest experse for the year by the aversge & iy bulance outstanding.

Averapge
Pally
Welghted
Interest
Rete During
the Period

L

T.4% ()
5.7
§.8 ()



CENTERIOR ENERGY CORPORATION AND SUBSIDIAKLES .

SONEDULE % + GUPPLEMENTARY [NOOME STATEMENT INFORMAT LW
FOR THE YEARS ENDED DECEMBER 31, 1991 1090 aNb 1980

(Thousards of Dol ars)

1tem 1961 1990 1000

s&ey L AR AW RS sEsseraREEss AR RsRemhsssh

§ dintenance and Repairs < |
! Cherged to Opersting Expenses A%, 124 8202, 240 $187, 459
!‘ REEN RAERERY FERAPTNEERRY BEEERERERESE I
5 |
I‘q Texes, Other "han Payroll ond |
Income Texes: |
| Chatged to Opersting Fapenses: . |
]
| Real and Personal Property Texes $163,123 $145, 980 $136,477
N ,
', Ohio State  cise Texes 106,672 101,918 92,877 !
] |
other 11,883 b,880 9,199 J
F SABRABIPLENE NARRRENREREE ANV EaNEsw e 1
'l Total Charged to Operating |
:} k Eapanses 281,678 256,748 238,553 |
i' totul Charged to Nonaperating |ncome 684 e T8¢ _
F i AR S R R R L S ] . - Lk L E R i
i Totsl s282, 362 $247,467 8239, 312

§=11

. P— il s Ll L S LI B o




Clasaification

D

Uttty Plant;
Electric

imangible
Product {ong
fteam
Kt leor
MFydraul ic
Other
Transmission

Pistribution

Genere!

Totel Utflity Plamt

Perry Unit 2 (b)

Congtruction Work in

Progress
Nuc lear Fuel

Other Plant

THE CLEVELAND ELECTRIC [LLUMINAY [RG COMPANY AND SURSIDIARIES

SCHEDULE ¥ « PROPER'Y, PLANT AND EOUIPMERY
YEAR ENDED UECEMBER 31, 1001

(Thousands of Dollers)

Total Property, Plant ard

fquipment

Ealance ot fetirements
Begimning of Aodit lang or
Perlod st Comt tales
S8, 69 81,963 1)
1,066, 921 63,37 (5,400
3,405,230 (o) 56,601 (res)
86,35 (551 (370)
1.97 L v
$47,500 14,518 (&30)
833,153 27,828 (3,584)
116,912 1,184 (2,618)
6,082,336 177,008 (13,396}
521,464 (13,650) G
175,282 (13, %2) 0
520,762 51,17 0
60,221 61 {(1%)
7,310,018 $181, 638 (813,411
SHVSENEREANE EyRuENERUNNE PEPEENERANES

(8) Includes offect of reclassificetions to conform with 1991 presentation.
(B) Inciudes Perry Unit 2 AFUDE subsequent to July 1985, Sue Schedule V111,

§=12

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

%0

co°o o

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

0

LA Rl A

Balance ot
End of
Poriod

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

$22 462

1,004,818
3,661,008
85,427
8,07
561,188
BS7, 302

125,478

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

7 4TE 282

dEErAREERORY






THE CLEVELAND ELECTRIC TLLUMTRAY ING COMPANY AKD SUBSIDIARIES

SCMEDULE V - PROPERTY, PLANT AND EQUIPMENTY
YEAR ENDED DECEMBER 34, 1089

(Thousernds of Doliars)

Balance &t Retirements
Beginning of Adklitiors or
Clessificotion Period ot Cogt Seles Other
Utility Plant:
Electric
Product {on;
Steam $1,018,63% 9,508 (85 614) 80
Nuclear 3,235, 7¢ 10,507 (0 0 0
Mydraulic 54,301 (\ 0 0
Other 7,207 | (1) 0
Teansmission 526,820 7,004 (1,011) ¢
Distritution 754,650 43,212 (5,424) 0
General 110 336 8,27 (4,008) 0
Totel Utility Plant 5,704,746 180,593 (16,056) 0
Perry Unit 2 (b) 523, res (491) 0 0
Construct ion Work in
Progress 239, 643 (36,204) 0 0
Nuclear Fuel 53,654 28,438 0 0
Other Plant 56,625 2,512 (30> ¢
Total Property, Plent and
Equipment 86,978,653 $174, BLp ($16,084) 0
.lal.ll!ltll LR lﬂ.!tllltlll tltttillll'!i

(8) Includes effect of reclassifications to conform with 1991 presentation.
(b) Includes Perry umit 2 AFUDE subsequent to July 1985, See Schedule vili.

8~14

Balance et
End of
Period

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

81,017,617
5,866,223 (1)
56,300
7,287
M ,m3

792,438

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

203,639

82, 09;

$7,137,415

srrusrnsEe e



THE CLEVELAND ELECTRIC ILLUMINAYING COMPANY AND SUBSIDIARIES

SCMEDULE Wi+ ACOUMUL/TED DEPRECIATION AND AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT

Balance »t
fepinning of
Description Peoriad

SRR REa e FEe AR iR

Vtility Plant:

Electric « Deprecistion

« Amortizetion 7.178

Total Utility Plent 1,596,258
Other Property - Deprecistion 16,793
Total 81,415,051
ERNEFARERESS

Nuclwer fuel - Amortization $219,938
sEfERETFREERES

(8) Includes effect of reclossifications *. confurm with 1991 presentation,

$1,391,080 (0)

Charged to
| e omme

$173,12¢
&, 385

177,51

YEAR £NCED DECEMBER 391, 1991

(Thousands of Dollars)

81,796 (bite)

5 (o)

2,060 (o)

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

$179, 55

TRzEkamsEwEn

$2.. 48

tspawsRsEAnTY

68,867 (1) $0

SErszerEnsaes

zgugamungngee

Deduct ions

($13,3%6)
0

(813,39¢)

EFREERNENCOER

i

kemovel Cout Bolarnce st
et of Salvage End of
Add/ (Deduct) Peoriod

$2t8 $1,552,870

0 12,1%

266 1,566,984

0 18,833

S84 81,048 8\7

ENERRRFET S ERERUEESAUND

10 $288, 805

FEERAGERRERGEY PhENTIEEDERY

(b) Nuclear plunt decommissioning trust earnings charged to other deferred charges and depreciation
charged to construction work in progress.
{c) Transfer Trom wocumulated depreciation to ascoumuleted amortizetion.
(d) Depreciation and amortization as reported in the Incwme Stutement includes spproximately 87 million of
smortization of investment tax credits,

(®) Nonutility plant expense charged to other inceme and deductions, net.

(1) Charged to fuel and purchased power expense,

§=1"




THE CLEVELAND ELECTRIC ILLUMINATING COMPANY AND SUBSIDIARIES

SCMEDULE VI - ACCUMULATED DEPRECIATION AND AMORYIZATION OF PROPERTY, PUANT AND FQUIPMENT

YEAR ENDED DECEMBER 31, 1990

(Thousands of Dollars)

R L SeEsRNun AAsmsnsann

Belance ot Charged to

Bepinning of 1 e ome
Description Per lod Statement Other
Utitity Plant:
Electric - Deprecistion $1,255,235 (») $174, 744 (0) S8 (1)
« hmortizetion 3,670 3,508 0
Total Utility Plant 1,258,908 178,252 (¢) 83
Other Property - Depreciation 13,918 2,878 () 0
Total 81,272,820 $181,150 | LIS
e L] e (1]
Nuclear fuel + Amortization $172.910 87,028 (o) 0

rEES - ')

() Includes effect of reclassificetions to conform with 1991 presentstion.
(b) Deprecistion charged to corstruction work in progress.

Deduct ions
Removel Cost Balance at
Ne! of Salvage Endl of
Retirements Ao, (Deduct ) Period
($31,80%) (87,939) $1.391,080 (¢
L] 0 1.178
(31,800 (7,939 1,308, 258
0 0 16,793
(831,805 ($7,939) 81,415,051
SEssEsERUTRS - &
0 80 $219,938
EXBEERSANS A FEEUREREIEERR sreanrEsvEey

(c) Depreciation and amortizetion s reported in the Income Statement includes approximately $9 million of

smortization of investment tax credits,

(d) Norwtility plant expense chorged to other income and deductions, net,
(e) Charged to fuel avd purchused power expense.

e




THE CLEVELAND ELECTRIC TLLUMINATING COMPAKY AND SUBSIDIAKIES

SCHEDULE V)« ACOUMULATED DEPRECIATION AND AMORTIZATION OF PROPERTY, PLANT AND EOUIPMENT

YEAR ENDED DECEMBER 31, 1989

(Thousands of Bollars)

Add it ons
Balence at Charged to
Begimning of | ne came
Description Period Statement Other
SREFRTHEEAS 0 A TARSRRNAr ANSERsINSERE SRR desssana
ytitity Plent:
Electric « Deprecintion $1,078,452 $196, 76 (&) $1.737 ()
« Amortization 3,52 5eé 0
Total Utility Pient 1,081,758 196,220 (¢) 1,737
Other Property - Deprecistion 12,508 1,635 (&) 0
Total $1,094, 266 196,655 . m
Nuclesr Fuel - Amortizetion $117,198 855,712 () 80

(8) Includes effect of reclassifications to conform with 1991 presentation.

(b) Depreciation charged to construction work in progress,

(c) Depreciation and amortization as reported in the Income Stetement includes approximetely $8 million of

amortization of investment tax tredits,

(d) Nonutility plant expense charged to other income and deductions, net.

. () Charged to fuel and purchased power expense.

N N A N TS LTS S a— e ———. REITEIN

Deduc t ons

Remove! Cost

Net of Salvage
Retirements Ao/ (Dodhic 1)
(816,0%6) (83, 7%¢)
© 0
(16,086) (3,756)
(20) ({.}]
($16,076) (83,762)
PAERENEESEES EasnESaEsENEY
$0 $0
EE R

Enlance #t
e of
Period

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

3,670

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

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

$1,272,820

$172,9%0



Kame of lssuer of
Securities Guarsnteed

R T 1 I g

Quarte Mining Company (b (e

The Ohio valley Conl Company

A R R~

THE CLEVELAND ELECTRIC ILLUMINATING COMPANY AND SUBSIDIAKIES

SCHEDULE VIT - GUARANTLES OF SECURITIES OF OTHER 18SUEKS

YEAR ENDED DECEMBER 31, 1991
(Thousersts of Dollars)

Principsl Ameant

Guerenteed srd
Titie of lusue () Outstanding (w)
Gusrenteed Mortgage Borws,
Due 2000
Series A &.25% s707
Sories B 9.70% 690
Series 9,408 3,45
Sories EA 10.2%% 66
series FA 10.50% 568
Series G 9.05% .57
Series KA 7.75% 6,59
Serles Wh 8.51% 5,322
Gusrenteed Retunding Bonds,
bue 1997
Series 1 T.45% 5,680
Unsecured Note, Interest st prime
(B.50% etfective 7/1/91 and
applicabie through 12/31/91)
plus 2%, Due 2000 2.3
Equipment Leeses 6,987
&0, 644
first mortgage Notes
Series D--B.00X Due 1992 to 1997 6,400
Series £--10,25% Due 1992 to 1997 8,578
Equipment Leases §,458
Tere Notes--9,53% Due 1992 to 1996 2,637
=< 10,85% Due 1992 1o 1997 19,50
37,509
$78, 243

BiEsswwe

Nature of Guarsntes

Principel and Interest
Principal e Interest
Principal and Interest
Principsl end Interest
Principal end |oterest
Principal and Interest
Principsl and Interest
Principsl and Interest

Principal and Interest

Principal ard Interest

Ternination value per
Ayresmonts

Principal sng 'nterest
Principal and Interest

Stipulated Loss Value
per Agreements

Principsl and interest

Principsl and Interest

(#) None of the securities were owned by Cleveland Electric; none were held in the treasury of

(b) Cleveland Electric end the other CARCO Group Companies have sgreed to guarantee severally,
and rot jointly, their proportionate shares of Quarto Mining Company debt and |ease

:

i'

! the issuer; and none were in default,

|

{ obligations incurred while developing and equipping the mines.
|

Cleveland Electric’s propartionate share of the total obl igations,
(e) includes the effect of & Quarto Mining Company refinancing completed on Jamuery 2, 1992, The

R I N L T L S ) R e L A Al S S S S TS

5«18

The amounts shown are

proceeds fram the issuence of Series HA, HB ang | Bonds on Decembor 30,1991 were used to refund
Series U, €8, EC, ED, FB and FC Guaranteed Mortgage Bonds on Januery 2, 1992,

B — e ———



THE CLEVELAND ELECTRIC [LLUMINATING COMPANY AND SUBSIDIARILS

FUMEDULE WIT1 « VALUATION AND OQUALIFYING ACCOUNTS
FOR THE YEARS ENDED DECEMBER 31, 1991, 1990 AND 1989

Bulance st
Reginning
Description of Perivd
Reflected os Reductions
to the Reloted Ausets:
Acounuisted Frovision
for Umcollectible Accounts
(Deduct ion from Amounts Due
from Customwrs ard Others)
1991 $1, 626
1990 v2é
1989 6,026
Reflected as Reserves on
the Balance Sheet:
Reserve for Perry Unit 2
Allowance for furas lfaed
During Construction
1091 $124,3%8
1990 124,398
1989 124,398

(8) Includes & provision srd corresponding write-off of uncollectible sccounts of 85,616,000, 85,507,000 and
82,0000 in 1991, 1990 and 1989, respectively, relating to customers which gqualify for the PUCO mandeted
Percentoge of Income Peyment Plan, duch uncollectible accounts are recovered through a separate PUCO
approved surcharge tariff,

(&) Collection of accounts previously written off,

(e) Uncollectible accounts written off,

(Thousanos of Dollers)

$15, 669 (0
15,207 ()
5,762 ()

o

Dedhct (ana
Dedhct i ons
from

Other Eenerves Other
81,688 (b) 316,868 (8)(e) $0
1,628 (B) 15,935 (a)(e) 4
1,062 (b 11,9046 (8)(s) 0

1) L 2] 0

0 0 0

0 0 1]

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

$2,313
1,826
26

8124, 308
124,358
124,598

e mama e e e



THE CLEVELAND ELECTRIC TLLUMINAY ING COMPANY AMD SUBSIDIARIES |

TONEDULE 1X - SHORT-TERM BORROVINGS
FOR THE YEARS CNDED DECEMBER 31, 1991, 1990 aND 1989

!] (Thousardds of Jollars)
? Average |
: Ve ighted ba'ly Average :
Aoerage LITRIY T weighied Dally i
i Balance Interest Aot Amour Welghted
!“ ot End Eate ot Dutstending Outstanding Interest
| of fno of buring the Puring the Rate Durliy
) Cetegory Period e Period Period the Perfod
t“ L N T P T T L LR T LR LA R B R LN BN O I T T ] LA R R R R
tﬁ Commercinl Paper
:‘ LR R R R Y
: 1991 80 0.0% $133,100 0,828 (o) 7.5% ()
1990 87,110 9.5 140, 000 87,584 (») 8.7 (&)
1989 0 0.0 58,000 5,53 (») .6
: (8) Computed by dividing the totel of the deily outstending balances for the year by 365 days.

(b) Computed by dividing tote! interest expense for the yesr by the sverage deily balence outstending,

i i . PP r— e e 4 L L e T e e e e e B B L B e e Al
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L THE TOLEDD EDISON COMPANY

!.‘ SCMEDULE V - PROPERTY, PIANT AND BOUIPMENT
L YEAR ENDED DECEMBER 3), 1991

(Thousargds of Dollers)

| Balov e st Rotiraments balance ot
._ Beginning of Ackdi t i ons or Erd of
k. Clossification Peoriod ot Cost Sales Other Period
r Ll B 0 B B R L R R L e T T T T T T L I R O R L I R I FErAaNburns .
J Uttty Plants
E ' Electric
-a‘: Intangible 83,53 88,776 U $0 2 M2
a
) Froduct fon:
r
( Stemm 261,411 17,538 0 0 308,946
Nuc lear 1,798,262 (0) B 695 (672 0 1,766, 20%
, Other 6,726 5N 0 0 6,675
Transmission 166, 881 2,049 (1 0 149,029
Distribution 368, THE v, 051 85%) 0 175,78
. General 0,279 6,990 (4,026) 0 75,243
Gt e A P o iy L SRR NP EA A ERA T LA e e R NT D e L AR INE T . wd e
N Totel Utility Plent 2,603,883 93,945 (5,55) 0 2,692,274
L
}
Perry nit 2 (b) 343, 085 Sa1}] 0 0 362,767
Construction Wwork in
Progioss 93,15 (39,189) 0 0 53,965
| Nuclesr Fuel &06, 506 27,361 0 0 433,847
:
' Other Plant 5,303 793 0 0 4, 07%
! VBB ARRNEANAE s EEes AREER | sdwswdned ey B SERARNARAsEY T | suREaRsES S
i‘ Total Property, Plant and
| Equipment $3,450,531 881,972 (35,55 80 $3,526,949
‘_ FESRSENSONSN SHAEZSERTREN EReFSEARESY ¥ ERERSGSRERAES LA L A e =T 1]
‘:\
=

(a) Includes effect of reclassifications to conform with 1991 presentation,
(B) Includes Berry Unit 2 AFUDC subsequent to July 1985. See Schedule vII1.

R e R R R R R R RO TR ™™,



THE TOLEGD EDISON COMPANY

SCHEDULE v -

PROFERTY, PLANT AND LQUIPMENY

YEAR LNDED DECEMBER 31, 1990

(Thousardts of Deollars)

Belonce st
Begirv.ing of
Classificetion Period
Utility Plent:
Electrie
Intengible 80
Proguct fon:
Steam 284,275
Nuc lear 1,669, 904
Other 6,700
Traramission 148,267
Pistribution 351,372
Goneral 70,829
Total Utility plant 2,528,355
Perry Unit 2 (b) 5, 754
Construct fon Work in
Progress B4, 586
Nuclear Fuel 8. 79
Other Plamt 3,542
Total Property, Plant and
Equi pment 85,344,766
FEEsessRELER

(8)

Retiremwnts
Adkti t i ons or

ot Cont feles Other
$3,5% | Y 80
7,162 (6) 0
51,644 (1) (3,284) 0
18 0 0
1,647 3% 0
16, 142 (726) L/
b (6143 ¢
80,193 (4,68%) 0
(2,069 0 0
8,568 0 0
23, m 0 0
0 0 (813
$110, 449 ($4,665) (839
EEPEOSEPANESE SELLBERIEINS SRZERTORE "aw

(8) Includer effect of reclessifications to conform with 199 presentation,
(B) Inclydes Perry Unit 2 AFUDE subsegquent to July 198BS, See Schedule VIII,

Balonce ot
trd of
Period

85,556

291,411
1,718,262
6,726
146,881

366, TH8

$3,45%0,50

(»)




THE TOLEDD EDISON COMPANY

SCHEDULE v - PROPERTY, PLANY AND EOUIPMENT
YEAR ENDED DECOMBER 31, ‘989

(Thouserds of Dollers)

felence at Hetirements Belence st
begiming of Additions or End of
Classification Period st Cost Seles Other Period
Utitity “lant:
Electric
Product ion:
Stesr 8274, 400 87,87 0 0 $284,27%
Nue L ear 1,597,487 B, 824 (0 (12,3 0 1,689,906 (9)
Other 6,656 £ 0 0 ¢, 708
Transmission 150,718 (5,445) H 0 145,267
Distritution 340,114 11,628 (36%) 0 354,872
Geners! 67,583 3,25 (8 0 70,829
Total Utility Plant 2,438,927 102,185 (12, 757) ] 2,528,355
Perry Unit 2 (b) 343,126 2,628 0 ¢ 345,754
Construction Work in
Progress 115,978 (31,3¢2) 0 0 8, 508
Nuclear Fuel 361,490 21,28 4 ¢ e, 1
Other Plant 3,320 0 0 22 3,842
Total Property, Plant and
Equi pment $3,262, 841 94,660 ($12,757) 822 83,844,768
eRZPITEATIIN PERERREZRUESE ESrEpsEaEESSy SRR FEEROESR ceErusssrsuan

(a) Includes Ctfect of ros(ossifirations to conform with 191 presentation,
(B) In, wdes Perry Urit 2 AFUDC subsenuent to Julv 1985, See Schedule Vi1,

8-24




THE TOLEDD §U 150N COMPANY

SCHEDULE VI - ACCUMULATED DEPRECIATION ANE AMORTIZATION OF PROFERTY, PLANT AND EQUIPMENT
YEAR ENDED DECEMBER 31, 1991

. (Thousands of Dollers)

Aot T one Deduc t | ong
Belorce st Charged to Romovel Cost Balance ot
Beginning of Income Net of Salvege End of
seription Period ftatemont Other ket irements Add/ (Dedhsc t) Period
iqpponuqoc SRR RsNbnsrn PESRBASLISERE 00 FRAAEEEINENE BAGSENNEREES Fhadisndsathin Casmspesanie
F
ity Plant:
ilectric « Deprocistion 8639357 (w) 75,108 81,761 (&) 88, 550) (83,383) $707,31¢
| < Amortieetion »os 1,29 v 0 0 2,180
Totsl Utility Plant 6hl 252 76,399 (¢) 1,761 (5,554 (3,35%) 709,50%
er Property - Depreciation 1,27 138 (o) (] 0 0 1,417
Totsl 8641, 50 876,537 1,761 (85, 554) (83,35%) $710,922
" wss pee sRETFEYESECE BUEEFFARIRIRES FSeEREERREY S BENREEYRASER
|
lear Fuel - Amortization 8184, 658 853,904 (&) s s %0 8238, 562
. sene BERELBYEDIES BrsesTreeERS EERTEIRBYERES ERYEEaREERRN

(8) Includes effect of reciassificetions to conform with 1991 presentation,

(B) Inclukies muclear plant deconmissioning trust earnings charged to other deferred charges and deprecistion
charged to construction work in progress.

(€) Deprecistion and smortization as reported in the Income Statement includes approximately $& million of
amortization of investment tax criegits,

{d) Nonutility plant experse charged te other income and deductions, net.

(e) Charged to fuel and purchased power expense.

w
1
o
w
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THE TOLEDO EDISON COMPANY

SCHEDULE VI « ACOUMULATED DEPRECIATION AND AMORTIZATION OF PROPEXTY, PLANT AND EQUIPMENT
YEAR ENDED DECEMBER 31, 1990

(Thousarnds of Dollars)

Balance »t Charged to Removel Cost Enlance ot
Beginning of e ome Net of Salvage End of
Description Statement Add/ (Deduct) Perlod

L e

Utility Plant:
Electric + Deprecistion $564 615 (0) 874,637 (0} $1,842 (D) (84, 685)
« Amortization
Totel Utility Plant

Other Property - Deprecistion

$1,82% 2,928 $641,501

SERsEELAORES F¥esEREEessEs EESrTARRIEYE TEeRRETASESY

Nuclesr Fuel - Amortizstion $147,536 $37,122 (&) 80 0 0 $184, 658

Lid EEFLETNEEREES ERERERRERTRS SEREERERERER EESERSERESNY

(8) Includes effect of reclassificetions to conform with 1991 presentation,

(b) Deprecistion charged to construction work in progress,

(c) Deprecistion and amortizetion as reported in the Income Statement includes approximately $3 million of
amortization of investment tex credits,

(d) Norwtility plant expense charged to other income and deductions, net,

(e) Charged to fuel and purchased power expense.



[ F——— - e T e e e b e o s e o e
¥
l" ’
g4y THE TOLEDD EDISON COMPANY
‘ SCNEDULE VI« ACCUMULATED DEPRECIATION AND AMORTIZATION OF PROPERTY, PLANT M EQUIPNENT
& YEAR ENDED DECEMBER 31, 1989
‘ (Thoiusends of Dollars)
1
.’
; Aokt tions Deduct ions
, Boloance ot Charged to Romoval Cost Belance ot
: Beginning of 1 e ome ket of Selvege fnd of
esgription Period Statoment Other Retirsments hokd/ (Dedhuct ) Period
1
‘Q..q‘.‘.ﬁ LR I R #% 0 messssvesasws LR kT L T T
: (ﬂ-lty Plant:
1
- Eleetric - Depreciation $487, 546 S48, 945 (8)(b) $1,858 (c)  ($12,757) ($977) 8564615 (8)
)
- ther Propurty - Deprecistion 1,168 ¥ (d) 0 0 0 V217
i
Total 8488, T4 S88, P94 $1,858 ($12,757) ($977) $565,032
sEdREEREEASY IBTER. _seNe RASPRNBIIRES FETRERERCENE HEEreSNOREEEN RETrusSTARREY
aclear Fuel < Amortization 101,128 $46, 408 (n) L 1] $0 $0 $147, 536
- = BERREEOEESAY SRAENEIRAERS EEnTEanREEeLE SRERRRRREORS

(8 Includes effect of reclassifications to conform with 1991 presentation.
() Depreciation end amortization as reported in the [ncome Statement ineludes approximetely $4 million of
amortizeticn of investment tax credits.
(c) Deprecietion charged to construction work in progress.
. (d) Norwtility plant expense charged to other (ncome and deductions, net.
1 (e) Cherged to fuel and purchased power expense.

it =l L - e N L S L I Y S I o Ry SN W™ R SR —. e
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THE TOLEDO €0 180N COMPANY

SCHEDULE VII - GUARANTEES OF SECURITIES OF OTHER 1SSUERS
YEAR ENDED DECEMBER 31, 1991

(Thousends of Dollers)

Sane of lssuer of

Securitier Guaranteed Title of lssue (8)
Quarto Mining Tompany (Di(c) Guar antesd Mort age Bonds,
Due 2000
Series A .25
Series § . 708
Series G408

Series FA 10.25%
Series FA 10.50%
Series G $.05%
Series HA 7.75%
Series Wi £.3%

Gueranteesd Refuxding Borgds |
bue 1997
Series | 7.65%

Unsecured Note, Interest ot
prime (8.50% effective
7/1/91 arvd oppl icable
through *2731/91) plus 2%,
Due 2000

Equipment Liases

Pringipel Amount

Guaranteey and
Ovtstanding (s)

349

1. 70
b0
353

5,979

4,088

2,073

3,546

1,597

Wature of Guarsntiee

Principsl and Interest

Principal and Interest
Principal end Interest
Principal anv Interest
Frincipsl and Interest
Principal ard Interest
Principal and Interest
Principal and Interest

Principal and Interest

Principal and Interest

Termination Value per
Agreement s

(8) Kone of the securities were uwned by Toledo Edison; nune wore held in the treasury of

the issuer; and none were in default.

(b) Teledo Edison and the other CAPCO Group Compan'es have agreed to guarentee severally,
snd not jointly, their propertions. e shares of Guarte Mining Company debt and lease

obligations incurred while developing and equipping the mines.

Toledo Edison’s proportionate share of the totel obligations,

(¢) Inciudes the effect of & Quarto Mining Company refinancing completed on January 2, 1992. The
proceeds from the issuance of Series HA, HE end | Bonds on December 30,1991 were used to refund
Serfes D, EB, EC, €D, FB and F{ Guaranteed Mortgage Bonds on Januery 2, 1992,

N
1
~n
o

The amounts shown are



THE TOLEDL EDISON CONPARY

SCREDULE VI11 » VALUATION AND QUALIFYIMG ACCOUNYS &
FOR THE YEARS ENDED DECEMBER 31, 1991, 1990 aND 1989

Bnlonce #t
feginning
Gescription of Period
Reflected sy Reduct ions
to the Related Assets:
Accumuiated Provision
for Uncollectible Accounts
(Dedhuction from Amounts Due
from Customers and Others)
1991 81,200
1990 1,3%0
1989 s
Reflected as Reserves on
the selance Sheet:
Reserve for Perry Unit 2
Allowance for Furdds Used
buring Construction
1991 $A8 295
190 Ba, 295
1989 88,295

(Thouserts of Dollars)

At iong Deduct i ons

Charged to Deduct ions

1 v o from

Statement Other Reserves
8 898 (8) $1,506 (b) $6,2% (a)(0)
3,552 (») 1,177 (») L, 859 (e)(0)
3,687 (a) o388 (v 4,250 t8)te)

19 $0 L 1

0 0 0

o 0 0

.......

-]

0

(8) Includes & provision end corresponading write-off of uncollectible accounts of $404,000, $298,000 and

$591,000 in 1991, 1990 and 1989, respectively, relating to customers which qualify for the PUCO mandated
Percentage of Income Payment Plan., Such uncollectible accounts sre recovered through e separate PUCD

approved surcharge tariff,

(b) Collection of accounts previously written off,

(¢) Uncollectible accounts written off,

W
i
"o
w

Balance #t
End of
Perlod

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

$1,3%0
1,200
1.35%0

s88, 295
e, 295
8,295



THE YOLEDO EDISON COMPANY

SCHEDULE 1X - SHORT-TERM BORROMINGS
FOR THE YEA™S ENDED DECEMBER 31, 1991, 1990 AND 1989

(Thousardds of Dollers)

Aversge
Veighted Daily Average
Average Mox {mam weightoed baily
Balance Interest Amouet Amount we lghted
ot End Rate ot Outstanding Outstanding Interest
of ind of PBuring the buring the Rate During
a Cetegory Period Period Period Period the Period
Comercisl Paper
1991 1 0.0% 845,000 115,956 () 7.1% (&)
1990 23,200 9.1 23,200 1,285 (o) 9.1 (B
19089 0 0.0 0 0 () 0.0 (b

(8) Computed by dividing the total of the daily outstanding belances for the year by 369 days.
(b) Computed by dividing totsl interest expense for the year by the aversge delly bi ance outstanding,

o R -

§=30
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THE TOLEDD TDISON COMPANY

SCMEDULE X - SUPPLEMENTARY INCOME STATEMENT TNFORMATION
FOR THE YEARS ENDED DECEMBER 31, 1991, 1990 AND 1089

(Thousarsds of Dollars)

tem 1991 1990 1909
Mpintenarnce and Repairs
Charged to Operating Expenses 58,308 $64 163 40, T8N

Taxes, Other Than Payroll and
Income Taxes:

Charged te Operating Expens.. !

sEsJEUETRERRE

CRUSERREENYEY

ARBENTEEYERD

Real and Personal Property Taxes $463.510 $39,204 836,470
Ohip State Excise Tares 33,028 32,148 29,007
Other &, 217 2,328 1,902
Total Charged te Opersting
Expenses &, 75% L M 24 67,379
Total Charged to Nomopere“ing Income 4] LA !
Totel $80, 846 $73,768 847,470
L2EEETBERIES sasEsErRESER LEBASESELERY



ﬁ— R P— B IERTERErENEESNNRRNNRETR IR
;

EXHIBIT INDEX

The exhibits designated vith an asterisk (%) are filed herevith, The exhibits
not so designated have previously been filed with the SE€ in the file indi-
cated in parenthesis folloving the description of such exhibits and are in-
corporated herein by reference.

COMMON EXHIBITS

(The folloving documents are exhibits to the reports of Centerior Energy,
Cleveland Electric and Toledo Edison.)

Exhibit Number Document

10b(1)(a) CAPCO Administration Agreement dated November 1, 1971, as
of September 14, 1967, among the CAPCO Group members re-
garding the organization and procedures for implementing
the objectives of the CAPCO Group (Exhibit 5(p), Amendment
No. 1, File No. 2-42230, filed by Cleveland Electric).

10b(1)(b) Amendment No. 1, dated January 4, 1974, to CAPCO Adminis-
tration Agreement among the CAPCO GCroup members (Exhibit
5(c)(3), File No. 2-68906, filed by Ohio Edison).

10b(2) CAPCO Transmission Facilities Agreeme~t dated November 1,
1971, as of September 14, 1967, am ; the CAPCO Group
membetrs regarding the installation, operation and mainte-
nance of transmission facilities to carry out the objec-
tives of the CAPCO Group (Exhibit 5(q), Amendment No. 1,
File No. 2-42230, filed by Cleveland Electric).

10b(3) CA"CO Basic Operating Agreement as Amended September 1,
1980 among the CAPCO Group members regarding coordinated
operation of the members’ systems (Exhibit 10.24, 1980
Form 10-K, File No. 1-95%6, filed by Duquesne).

10b(4) Agreement dated September 1, 1980 for the Termination or
Construction of Certain Agreemente by and among the CAPCO
Group members (Exhibit 10.25, 1980 Form 10-K, File No.
1-956, filed by Dugquesue).

10b(5) Construction Agreement, dated July 22, 1974, among the
CAPCO Group members and relating to the Perry Nuclear
Plant (Exhibit S5(yy), File No. 2-52251, filed by Toledo
Edison).

10b(6) Contract, dated as of December 5, 1975, among the CAPCO
Group members for the construction of Beaver Valley Unit
No. 2 (Exhibit 5(g), File No, 2-52996, filed by Cleveland
Electric),

10b(7) Amendment No. 1, dated May 1, 1977, to Contract, dated as
of December 5, 1975, among the CAPCO Group members for the
construction of Beaver Valley Unit No. 2 (Exhibit 5.d)(4),
File No. 2-60109, filed by Ohio Edison).

10b(8) Contract, dated May 24, 1976, among the CAPCO Group
members for the operation of Beaver Valley Unit Neo, 2
(Exhibit 5(d)(4), File No. 2-56944, filed by Pennsylvania
Pover).

E-1




Exhibit Number

10b(9)

10b(10)

10b(11)

10b(12)

10e(1)

10e(2)

10e(3)

10c(4)

10e(5)

10e(6)

10e(7)

Document

Amendment No, 1, dated May 1, 1977, to Contract, dated
May 24, 1976, among the CAPCO Group members for the opera-
tion of Beaver Valley Unit No. 2 (Exhibit 5(d)(6), File
No. 2-60109, filed by Ohio Edison).

Addendum No. 1, dated November 1, 1980, to Contract, dated
May 24, 1976, as amended among the CAPCO Group members for
the operation of Beaver Valley Unit No. 2 (Exhibit 10-9,
File No. 2-68906, filed by Ohio Edison).

Amendment No. 1, dated August 1, 1981, to CAPCO Basic
Operating Agreement as Amended September 1, 1980 among the
CAPCO Group members (Exhibit 10,27, 1981 Form 10-K, File
No. 1-956, filed by Duguesne).

Amendment No. 2, dated September 1, 1982, to CAPCO Basic
Operating Agreement as Amended September 1, 1980 among the
CAPCO Group members (Exhibit 10.29, 1982 Form 10-K, File
No. 1-956, filed by Duquesne).

Participation Agreement, dated as of October 1, 1973,
among Quarto, the CAPCO Group members, Energy Properties,
Inc., General Electric Credit Corporation, the Loan
Participants listed in Schedules A and B thereto, Central
National Bank of Cleveland, as Owner Trustee, National
City Bank, as Loan Trustee, and National City Bank, as
Bond Trustee (Exhibit 5(z), File No. 2-59794, filed by
Toledo Edison).

Amendment No. 1, dated as of September 15, 1978, to Par-
ticipation Agreement, dated as of October 1, 1973, among
the same parties as Exhibit 10c(1) (Exhibit S(e){2), File
No. 2-68906, filed by Pennsylvania Pover).

Participation Agreement No. 2, dated a» of August 1, 1974,
among the same parties as Exhibit 10c(1) (Exhibit S(h)(2),
File No. 2-53059, filed by Ohio Edison).

Amenduent No., 1, dated as of September 15, 1978, to Par-
ticipation Agreement No. 2, dated as of August 1, 1974
among the r>w=e parties as Exhibit 10¢(1) (Exhibit S(e)(4),
File No. & .8906, filed by Pennsylvania Pover).
Participation Agreement No. 3, dated as of September 15,
1878, among the same parties as Exhibit 10c(1) (Exhibit
5(uu), File No, 2-64609, filed by Toledo Edison}.
Participation Agreement No. 4, dated as of October 31,
1980, among Quarto, the CAPCO Group members, the Loan Par-
ticipants listed in Schedule A thereto, and National City
Bank, as Bond Trustee (Exhibit 10-16, File No. 2-68906,
filed by Ohio Edison).

Lease and Agreement, dated as of June 7, 1973, as amended
and restated as of October 1, 1973, betveen Central
National Bank of Cleveland, as Trustee, and Quarto, to-
gether with Guaranty, dated as October 1, 1973, vith re-
spect thereto by the CAPCO Group members (Exhibit S(aa),
File No. 2-59794, filed by Toledo Edison).
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Exhibit Nunber
10¢(8)

10¢(9)

10¢(10)

10e(11)

10e(12)
10e(13)
10c(14)

10e(15)

10d(1)(a)

10d(1)(b)

Document

Trust Indenture and Mortgage, dated as of October 1, 1973,
betveen Quart~ and National City Bank, as Bond Trustee,
together with Guaranty, dated as of October 1, 1973, with
respect thereto bv the CAPCO Group members (Exhibit 5(bb),
File No. 2-59794, filed by Toledo Edison),

Amendrent No. 1, dated as of August 1, 1974, to Trust In-
denture and Mortgage, dated as of October 1, 1973, betveen
Quarte and National City Bank, as Bond Trustee, together
vith Amendment No. 1, dated August 1, 1974, to Guaranty,
dated as of Octrober 1, 1973, vith respect thereto by the
CAPCO Group members (Exhibit S(L)(2), File No. 2-530%9,
filed by Ohio Edigon).

Amendment No. 2, dated as of September 15, 1978, to Trust
Indenture and Mortgage, dated as of October 1, 1973, as
at «ded, betveen Quarto and National City Bank, as Bond
Trustee, together with Amendment No. 2, dated as of
September 15, 1978, to Guaranty, dated as of October 1],
1973, with respect thervto by the CAPCO Group members
(Exhibits 5(e)(11) and 5(e)(12), File No. 2-68%06, 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, between Quarto and National City Bank, as Bond
Trustee (Exhibit 10-16, File No. 2-68%06, filed by Ohio
Edison).

Amendment No. 3, dated as of October 31, 1980, to
Guaranty, dated as of Octeber 1, 1973, vith regpect to the
CAPCO Group members (Exhihit 10-18, File No. 2-68906,
filed by Ohio Edison),

Open-End Mortgage, dated as of October 1, 1973, betveen
Quarte 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 Edison).

Agreement, dated October 20. 1981, among the CAPCO Group
wembers regarding the wuse of OQuarto coal at Mansfield
Units 1, 2 and 3 (Exhibit 10(ff), 1981 Form iD-K, File No.
1-3583, filed by Toledo Ediszon).

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

Form of Collateral Trust Indenture among CTC Beaver Valley
Funding Corporation, Cleveland Electric, Toledo Edison and
Irving Trust Company, as Trustee (Exnibit 4&(a), File No.
33-18755, filed by Cleveland Electric and Toledo Edison),
Porm of Supplemental Indeoture te Collaters? Vrust In-
denture constituting Exhir*it 10d(1)(a)y alo.. , including
form of Secured Lease Obligarion Bond (E:hinit 4(b), File
No. 33-18755, filed by <iuvelasd Fliciric and Toledo
BEdison).
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Exhibit Number

10d(2)(a)

10d(2)(b)

10d(2) (a)

10d(3)(b)

10d(4)(a)

10d(4)(b)

10d(5)(a)

10d(5)(b)

10d(6)(a)

10d(6)(b)

- peearea SRl L R e e i bt S

Document

Form of Collateral Trust Indenture among CTC Mans®ield
Funding Corporation, Cleveland Eleétric, Toledo ' son and
1BJ Schroder Bank & Trust Company, as Trus! Exhibit
4(a), File No. 33-20128, filed by Clevel:. ' ric and
Toledo Edison).

Form of Supplemental Indenture to Collateral Trust In-
denture constituting Exhibit 10d(2)(a) above, including
forms of Secured Lease Obligation Bonds (Exhibit 4(b),
File No. 133-20128, filed by Cleveland Electric and Toledo
Edison).

Form of Facility Lease dated as of September 15, 1987 be-
tveen The First National Bank of Boston, as Owner Trustee
under a Trust Agreement dated as of September 15, 1087
with the limited partnership Owner farticipant named
therein, Lessor, and Cleveland Electric and Toledo Edison,
Lessees  (Exhibit /4(e), File No. 33-18755, filed by
Cleveland Electric a1d Toledo Edison).

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).

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

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

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 with the
Ovner Participant named therein, Lessor, and Cleveland
Electric and Toledo Edison, Lessees (Exhibit 4(c¢), File
No. 33-20128, filed by Cleveland Electric and Toledo
Edison).

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).

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, as Original loan Participants, CTC Beaver
Valley Funding Corporaiion, «s Funding Corporation, The
First National Bank of Boston, as Ovner Trustee, Irving
Trust  Company, as Indenture Trustee, and Cleveland
Electric and Toledo Edison, as Lessees (Exhibit 28(a),
File No. 33-18755, filed by Cleveland Electric and Toledo
Edison).

Form of Amendment No. 1 te Participation Agreement consti-
tuting Exhibit 10d(6)(a’ above (Exhibit 28(¢), File No.
33-18755, filed by Clevzland Electric and Toledo Edison).
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10d(7)(a)

10d(7)(v)

10d4(8)(a)

10d(8) (b)

10d(9)

104(10)

10d(11)

10d(12)

Document

Form of Participation Apreement dated ne af Septembher 15,
1987 among the corporate Ovner Participant named therein,
the Original Loan Participants listed in Schedule 1
thereto, as Original Loan Participants, CTC Beaver Valley
Fundi g Corporation, as Funding Cotporaticn, The First
Nat! mal Bank of Boston, as Ovner Trustee, Irving Trust
Company, as Indenture Trustee, and Cleveland Electric aud
Toledo Edison, as Lessees (Exhibit 28(b), File No.
33.18755, filed by Cleveland Electric and Tuledo Edison).
Form of Amendment No. 1 to Participation Agtresment consti-
tuting Exhibit 10d(7)(a) above (Exhibit 28(d), File Mo.
33.18755, filed by Cleveland Electric and Toledo Edison).
Form of Participation Agreement dated as of September 30,
1987 among the Owner 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 Compsny, as Indentur» Trustee, and
Cleveland Electric and Toledo Edison, as Lrssees (Exhibit
28(a). File No, 33-20128, filed by Cleveland Electric and
Tolede Edison).

Form of Amendment No. 1 to the Participation Agreement
constituting Exhibit 10d(8)(a) above (Exhibit 28(b), File
No. 33-20128, filed by Cieveland Electric and Toledo
Fdison).

Form of Ground Lease dated a. of September 15, 1987 be-
tveen Toledo Edison, Ground Lessor, and The First National
Bank of Boston, as Owner Trustee under a Trust Agreement
dated as of September 15, 1987 vith the Owner Participant
named therein, Tenant (Exhibit 28(e), File No. 33.18755,
filed by Cleveland Electric and Toledo Edison).

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

Ferm of Site Lease dated as of September 30, 1987 between
Cleveland Electric, Lessor, and Meridian Trust Company, as
Owner Trustee under a Trust Agreement dated as of
September 30, 1987 with the Owner Participant named
therein, Tenant (Exhibit 2B(d), File No. 33.20128, filed
by Cleveland Electric and Toledo Edison).

Form of Amendment No. 1 1to the Site Leases constituting
Exhibits 10d4(10) and 10d4(11) above (Exhibit 4(f), File Neo.
33-20128, filed by Cleveland Electric and Toledo Edison).
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Exhibit Number

10d(13)

10d(14)

10d(15)

10d(16)

104(17)

10d(18)

18(a)

18(b)

28(a)

e Wl e Pt RS WTRS

Document

Form of Ascignment, Ascumption and Purther Apreement dated
as of September 15, 1987 among Thé First National Bank of
Boston, as Owvner Trustee under a Truset Agreement dated asg
of September 15, .987 with the Owner Participant named
therein, Cleveland Electric, Duquesne, Ohio Edison,
Pennsvlvania 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
Sep smber 15, 1987 betveen The First National Bank of
Boston, as Ovner Trustee under a Trust Agreement dated as
of September 15, 1987 with the Ovner Participant named
therein, and Toledo Edison (Exhibit 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 Owner 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
lectric 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 Boston, as Ovner Trustee under a Trust Agreement dated
as of September 15, 1987 with the Owner 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, anrd Meridian Trust Company, as Owner
Trustee under a Trust Agreement dated as of September 130,
1987 with the Owner Part.cipant 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 betwveen Cleveland
Electric, Seller, and Meridian Trust Company, as Owner
Trustee under a Trust Agreement dated as of September 30,
1987 with the Owner Participant named therein, Buyer
(Exhibit 28(g), File No. 33-20128, filed by Cleveland
Electric and Toledo Edison).

Lett «rding change in accounting principles (Exhibit
18, wie 30, 1988 Form 10-0, File Nos, 1-9130, 1-2323 and
1-0.43).

Letter regarding change in accounting principles (Exhibit
18, June 30, 1991 Form 10-Q, File Nos. 1-9130, 1-2323 and
1-3583).

Financial Statements of the Centerior Energy Corporation
Employee Savings Plan for the fiscal year ended
December 31, 1991 (to be filed by amendment).
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Exhihit Number

3a

10a

' lQQ"J)

24a

R R TSN, S—

24b
25

Exhibit Number

Ja

3b

4b(1)

. —

CLTERIOR ENERGY EXHIBITS

Document

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

Regulations of Center.or Energy cffective April 28, 1987
(Exhibit 3b, 1987 Fort 10-K, File No. 1-9130),

*Indemnity Agreements betwveen Centerior and certain of its
current directors and officers,

Employment and Consulting Agreement, dated November 30,
1989, with P, M. Smart regarding his employment with
Toledo Edison through August 31, 1990 and his providing
consulting services 1o Centerio~ 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 Jdo.
1-9130),

*Consent of Independent Accountants,

*Consent of Counsel fer Centerior Energy.

*Povers of Attorney and certified resolutien of Centerior
Energy’s Board of Directors authorizing the signing on

behalf of Centerior pursuant to a pover of attorney,

CLEVELAND ELECTRIC EXHIBITS

Do ument

*Amended Articles of Incorporation of Cleveland Electric,
effective October 30, 1987,

Regulations of Cleveland Electric, dated Aprii 29, 1981,
as amended effective October 1, 1988 and April 24, 1990
(Exhibit 3b, 1990 Form 10-K, File No. 1-2323).

Mortgage and Deed of Trust betveen Cleveland Electric and
Guaranty Trust Company of New York (nowv Morgan Guaranty
Truct Company of Newv York), as Trustee, dated July 1, 1940
(Exhibit 7(a), File No. 2-4450).

Supplemental Inder ures between Cleveland Electric and the
Trustee, supplemental to Exhibit 4b(l), dated as follows:
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Exhibit Number

e

4b(38)
ERTYETY
4b(40)
4b(al)
4b(42)
4b(43)

4b{44)
4b(45)
4b(46)
4b(47)
4b(4s)
4b(49)
4b(50)
4b(51)
4b(52)
f 4b(33)
4b(54)
4b(55)
éb(56)
4b(57)
4b(58)
t 4b(59)
{ 4b(60)
o 4b(61)

4u(62)

e e i i

Document

May 24, 19R3 (Exhihit 4(a), June 30, 1983 Farm 10.0, File
No. 1-2323). .

May 1, 1984 (Exhibit &, June 30, 1984 Form 10-0, File No.
1-2323).

May 23, 1984 (Exhibit 4, May 22, 1984 Form B-K, File No.

1-23213).

June 27, 1984 (Exhibit 4, June 11, 1984 Form B-K, File No.
1-2323).

September 4, 1984 (Exhibit 4b(41), 1984 Form 10-K, File
No. 1-2323).

November 14, 1984 (Exhibit 4b(42), 1984 Form 10-K, File
No. 1-2323).

November 15, 1984 (Exhibit 4b(43), 984 Form 10-K, File
No. 1-2323).

April 15, 1985 “®xhibit 4(a), May 8, 1985 Form B-K, File

No. 1-2323).

May 28, 1985 (Exhibit 4(b), Ma- B, 1985 Form B-K, File No.
1-2323).

August 1, 1985 (Exhibit 4, September
File No. 1-2323).

September 1, 1985 (Exhibit 4, September 30, 1985 Form 8-K,
File No. 1-2323).

November 1, 1985 (Exhibit 4,
File No. 1-2323).

April 15, 1986 (Exhibit 4, March 31, 1986 Form 10-Q,
No. 1-2323).

May 14, 1986 (Exhibit 4(a), June 30, 1986 Form 10-C, File
No. 1-2323).

May 15, 1986 (Exhibit 4(b), June 30,
No. 1-2323).

February 25, 1987 (Exhibit
NO. 1"2323) .

October 15, 1987 (Exhitit 4,
File No. 1-2323).

Februa-y 24, 1988 (Exhibit
No. 1-2123).

September 15, 1988 (Exhibit 4b(55), 1988 Form 10-K, File
No. 1-2323).

May 1., 1989 (Exhibit 4(a)(2)(i), File No. 33-32724).

June 13, 1989 (Exhibit 4(a)(2)(ii), File No. 33-32724).
October 15, 1989 (Exhibit 4(a)(2)(ii1), File No.
33-32724).

January 1, 1990 (Exhibit 4b(59), 1989 Form 10-K, File No.
1-2323).

June 1, 1990 (Exhibit &4(a), September 30, 1990 Form 10-Q,
File No. 1-2323).

August 1, 1990 (Exhibit 4(b),
10-Q, File No., 1-2323).

“aer 1, 1991 (Exhibit 4(a), June 30,
ey 15232 5)

30, 1985 Form 10-Q,
January 31, 1986 Form B8-K,

File

1986 Form 10-Q, File
4b(52), 1986 Form 10-K, File
September 30, 1987 Form 10-Q,

4b(54), 1987 Form 10-K, File

September 30, 1990 Form

1991 Form 10-0, File
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Exhibit Number

ih(8)

4b(9)

4b(10)
4b(11)
&h(12)
4b(13)
4b(14)
4b(15)
&b(16)
4b(17)
4b(18)
4b(19)
4b(20)
4b(21)
4b(22)
4b(23)

4b(24)

4b(25)
4b(26)

4b(27)
4L(28)
4L(29)
4b(30)
4b(31)
4b(32)
4b(33)
4b(34)
4b(33)
4b(36)

4b(37)

10a

10e{2)

Document

August 1, 1967 (Exhibhit 2(c), File No, 2-2690R),

November 1, 1970 (Exhibit 2(c), File N¢. 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(c), File No. 2-51429).

October 1, 1975 (Exhibit 2(¢), File No, 2-54627).

June 1, 1976 (Exhibit 2(c), File No. 2-5639%6).

October 1, 1978 (Exhibit 2(c), File No. 2-62568).
September 1, 1979 (Exhibit 2(¢), File No. 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 &(c¢), File No. 2-74485).

June 1, 1982 (Exhibit 4(c), File No. 2-77763).

September 1, 1982 (Exhibit &4(x), ¥fi1le No. 2-87323).

April 1, 1983 (Exhibit 4(c), March 31, 1983 Form 10-Q,
File No. 1-3583).

December 1, 1983 (Exhibit 4(x), 1983 Form 10-K, File No.
1-3583).

April 1, 1984 (Exhibit 4(2), File No. 2-90059).

October 15, 1984 (Exhibit 4(z), 1984 Form 10-¥, File No.
1-3583).

October 15, 1984 (Exhibit 4(aa), 1984 Form 10-K, 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. 33-1689).

March 1, 1986 (Exhibit 4 ~ 1), 1986 Form 10-K, File No.
1-3583).

October 15, 1987 (Exhibit /4, September 30, 1987 Form 10-Q,
File No. 1-3583).

September 15, 1988 (Exhibit 4b(33), 1988 Form 10-K, File
No, 1-3583).

June 15, 1989 (Exhibit 4b(34), 1989 Form 10-K, File No.
1-3583).

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).

March 1, 1991 (Exhibit 4(b), June 30, 1991 Form 10-Q, File
No. 1-3583).

Indemnity Agreements between Toledo Edison and certain of
its current directors (Exhibii 10a, 1988 Form 10-K, File
No. 1-33582).

Enployment and Consulting Agreement, dated November 30,
1989, with P. M. Smart regarding his comployment with
Toledo Edison through August 31, 1990 and his providing
consulting services to Centerior and Toledo Fdison for the
period September 1, 1990 through Janvary 31, 19%4 (Exhibit
10e(2), 1989 Form 10-K, File No. 1-9130).
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Exhibit Number Document

24a *Consent of Independent Accountants.

24b *Consent of Counsel for Toledo Edis;n.

25 Povers o: Attorney and certified resolution of Toledo

Edison’s Board of Directors authorizing the signing c¢n
behalf of Toledo Edison pursuant to a powver of attorney
(Exhibit 25(b), File No. 33.46665).

“8(b) Financial Statements of The Toledo Edison Com-any Savings
Incentive Plan for the fiscal year ended December 31, 1991
(to be filed by amendment),

Pursuant to Paragraph (b)(4)(iii)(A) of Item 601 of Regulation S-K, the Regis-
trants have not filed as an exhibit to this Form 10-K any instrument with
respect to long-term debt if the total amount of securities authorized there-
under does not exceed 10X of the total assets of the applicable Registrant and
its subsidiaries on a consolidated basis, but each hereby agrees to furnish to
the Securities and Exchange Commission on request any such instruments,

Pursuant to Rule 14a-3(b)(10) under the Securities Exchange Act of 1934,
copies of exhibits filed by the Registrants with this Form 10-K will be fur-
nished by the Registrants to share owners upon written request and upon re-
ceipt in advance of the aggregate fee for preparation of such exhibits at a

rate of §.25 per page, plus any postage or shipping expenses which vould be
incurred by the Registrants.
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