
p-
,-

|

CEN1MEMOR
ENERGY

PERRY NUCLEAR POWER PLANT Mail Address:
PO BOX 97 Michael D. Lyster

? CENTER RCMD PERRY, OHIO 44081
PERRY, OHIO 44091 VICE PREST 0ENT - NUCLEAR

(216) 259-3737

April 24, 1992
TY-CEI/NRR-1 77 L

U.S. Nuclear Regulatory Commission
Document Contro! Desk
Vashington, D.C. 20555

Perry Nuclear Power Plant
[ Docket No. 50-440

Annual Financial Report 1991'

Gentlemen:

Attached is the 1991 annual financial report and its supplemental Form 10-K for
Centerior Energy Corporation. This report satisfies the requirements of
10 CFR 50.71(b).

If you have any questions, please feel free to call.

Sincere'y,

6~
Michael D. Lyster

MDL:SHL:ss

Attachments

cc: NRC Project 'anage-
NRC Resir' * Inspector
USNRC, Region III

9204280322 920424 d/>iPDR ADOCK 05000440
I PDR on bN8
on.m. , co.w., \

,

Ct.weiaN Eenc 'cw-c' g

IJ't3] f d $3D

|



- _ - - _ _ _ _ _ _ - _ _ _ _ _ _ - _ - _ _ _ _ _ _ _ _ _ _ - _ - _ _ _ _ _ _ _ _ - - _ _ _ _ _ _ _

_ - - -__ - - . - - _ - - - . - - - - - . -

i UNITED STATES
SECURITIES AND EXCIIANGE COMMISSION

WASillNG10N D.C. 20549
- .

Form 10-K
(Niark One)

[X] ANNt!AE REPORY Pl!RSt! ANT IO StrilON 13 0H 15(d)
OF TIIE SECT'HITIES EXCil ANGE ACT OF 19M (I'l:0 RI:Qt IRI D)

For the fiscal year ended December 31,1991

OR

[] TRANSITION REPORT PURSt! ANT TO SITIION 13 OR 15(d)
0F 1110 SECl!RITIES EXCllANGE ACT OF 1934 (NO Fl:l: R1 Qt IRI D)

l'or the transition period from to
-

Commb&a Reghtrant; Nate of inenrporation; 1.Ith I nmimer
~

File Number Addrew and 'le6cghone Numbre idenukanon No

1-9130 CENTERIOR ENERGY CORPOR ATION 34-1479053
( An Ohio Corporatio-
6200 Oak Trte !!oulevard
independence. Ohio 44131
Telephone (216) 447 3100

1-2323 Tile Cl EVELAND ELECTRIC ll Ll!N11N ATING 34-015 W O
COMPANY

( An Ohio Corporation)
55 Public Square
Cleveland, Ohio 44113
Telephone (216) 622-9800

1-3583 THE TOI.EDO EDISON COMPANY 34-437 % 5
( An Ohio Corporation)
300 Madison Avenue
Toledo, Ohio 43652
Telephone (419) 249-5000

Indicate by check mark whether each of the registrants (1) has filed all reports required ta be ided by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the regi>trants were
required to file such reports), and (2) has been subject to such filing requirernents for the past 90 days
Yes X. No .

,

Indicate by check mark if disclosure of delinquent filers pursuant to item 405 of Registration S-k is not contained herein, and
will not be contained, to the best of registrant's knowledge, in definitive proxy or mformation statements incorporated by
reference in Part 111 of this Form 10-K or an3 amendment to this f orm 10-K. [X)

The aggregate market value of Centerior Energy Corporation Common Stock, without par value, held by non-alliliates was
$2,574,470,742 on February 28,1992 based on the closing sale price as quoted for that date on a composite transactions basis in
The IVall Strect fournal and on the 141,066,890 shares of Common Stock outstanding on that date. Centerior Energy
Corporation is the sole holder of the 79,590,689 shares and 39,133,N87 hares of the outstandmg common stock of 'l he

i Cleveland Electric llluminating Company and The Toledo Edison Company, respectistly
-- -

_

- -._ _ . - _ _._ == = = = = = . = ._ = - =- -

- - - _ _ _ _ _ _ - - _ - _ _ _ _ _ . _ _ -



- - _ m . - - _ . - _ _ . _ . _ _ - __ _._ _ _ _ . _ _ _ _ _ - - _ . _ . _ __-

Securities registered pursuant to Section 12(b) of the Acts.

Name of Each Exchange
Registrant Title of'Each Class' on Vhich Registered *

;Centerior Energy Common Stock,
Corporation- vithout par value New York Stock Exchange

Midwest Stock Exchange
Pacific Stock Exchange ,

-The Cleveland Electric Cumulative Serial Preferred
' Illuminating conpany Stock, without par value:

$7.40 Series A Nov York Stock Exchange ;
$7.56 Series B New York Stock Exchange

_

Adjustable Rate, Series u New York Stock Exchange

First Mortgage Bonds:
3-7/8% Series due 1993 New York Stock Exchange
4-3/8% Series due 1994 New York Stock Exchange
8-3/4% Series due 2005 New York Stock Exchange
9-1/4% Series due 2009 New York Stock Exchange '

9.85% Series due 2010 New York Stock Exchange .

8-3/8% Series due 2011 Nov York Stock Exchange
*

8-3/8% Series due 2012, Nev York Stock Exchange

The Toledo Edison Cumulative Preferred Stock, '

Company par value $100 per share:
~4-1/4% Series American Stock Exchange
8.32% Series American Stock Exchange
7.76% Series 'merican Stock Exchange.

10% Series American Stock Exchange
,

Cumulative Preferred Stock,
par value $25'per share:

8.84% Series New York Stock Exchange
$2.365 Series New York Stock Exchange
Adjustable _ Rate, Series A New York Stock Exchange
Adjustable Rate, Series B New York Stock Exchange
$2.81 Series New York Stock Exchange

First Mortgage Bonds:
9% Series due 2000 New York-Stock Exchange
7-1/2% Series due 2002 New York Stock Exchange
8% Series due 2003 New York Stock Exchange
9.65% Series due 2006 New York Stock Exchange
9 5/8% Series due 2008 New York Stock Exchange

,

b-

'

t

-. , - - . , . . , , - , - - - - , - , - . - - - -.



. . -. - ---__ _- _._..-. . . _ . - _ _ _ - . - _ - _ _ _ ~ - - _ . . . - ~_ -

,

: Securities. registered pursuant-to Section-12(g) of the Act

; Registrant- : Title of Each Class
_ ,

Centerior Energy- None
Corporation;

'The Cleveland Electric - None-

: Illuminating Company

~ The Toledo Edison Cumulative Preferred Stcek,
~ Company par.value_$100 per share:

4.56% Series and 4.25% Series

DOCUMENTS INCORPORATED BY REFERENCE

Part of Form 10-K
Into Vhich Document

Description Is Incorporated

t

Portions of Proxy Statement of Centerior Energy *

. Corporation, dated March 6, 1992 Part III
,

)

.

>

( :.
:-

(-'
b

k

|-

. - - - - , . -



-1

TABLE OF CONTENTS

.

'Page :
Number

Glossary of_ Terms v

'PART I-
4

Item 1. Business .. .. .. . . . - . . . . . .-. . . -. . . . . . 1

The Centerior System . 1... . ......... ........

CAPCO Group .2.. .. . . . .. .. ............. ..

Construction'and Financing Programs 2.,............

>

I

Constr,uction Program . 2. . . . ............... .
Financing Program ,

4.. ... .. .-... . . . . . . . . . . . .

'

General Regulation . 5. ,_. . . . ................

ilolding Company Regulation -. . 5................
State Utility Commissions 5. . ................
Ohio Pover Siting Board 6. . . ........-.... ....
Federal-Energy Regulatory Commission . 7.... ........
Nuclear Regulatory Commission 7............... .
-Other Regulation . . . .. . .. . . . . . . . . . . . . . . - . 7

1 Environmental Regulation . 7
'

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

General- . . . . ... . . . . . ................ 7
Air Quality Control 8. . . . .. ........... ....
Vater-Quality Control 9. . . . ........ ........
'Vaste Disposal . . . .-. . . . . . . . . . . . . . . . . . . . 9

Electric Rates . 10. . . . . . . .. ...............

Operations . ._. 11. . . . . . . .. ....... ........ .
..

Sales of Electricity . 11... . . .............. .
Operating Statistics . -12. . . . ........ . . . ... , . .

Nuclea~r Units 15... . .. . . ..... ... ...... ..
Competitive Conditions . . 16. . .............. ..,

General '16... ... .-... . . .. ...... .... ....
Cleveland Electric-. 16=. . . . . ...... . ........
Toledo Edison 17. .. . . . . .... ..... ...... .

i

i- -1-
|

|

|

..

i-
, ,-. . . - . . , - .,,.. - - - - - - ---- - - -.

-



~ . .~ -- - _ . . . _ , . ~ .. .. .-- - - -_. .- --,

- 1

I
. 1

1

l

Page |

Number
.

18Fual. Supply >

.3 . . . . . . . .. . ... .. . . .. . ..

- -18-Coal-. .- , . . . '

.-. . . . . . .. ... . . - . . . . . . . .

19Nuclear . . . . . . . . . . . . - ... .. . . . . . .. . . .
20011 . . . . . . . . . . . . . . .:... . . ... ... . , .. . - .,

,

Executive Officers of the Registrants and the Service Company 21.

Item 2. Properties. 30. . . . . . . . . . . . .. .. . . .. . . .

30General . . . - . . . . - . . . . . . . .. . .. . . . . . . . . .

The Centerior System . . 30. . . . . . ,. . . . .. . .. . . .

Cleveland Electric . '30. . . . . . . . ... . . . . . . . . . .

31Toledo Edison' : . . , _. . . . . . . .. . . . . . . . . . .. .

32Title to Property - . . - . . . . . . .. . .. . . . . . . . . . .
.

Itea-3. Legal Proceedings . 33. . . . . . . .. . .. . . . . . . .

. Item 4. ' Submission of Hatters to a Vote of Security Holders . 34. .

PART II
,

. Item 5; Market foruRegistrants' Common Equity and Related
. ..

Stockholder Matters . 34. . . . . . .. . . . . . .. . . .

:Centerior Energy . . 34' . . . . . . . . . . .. ... . . .. . . .
_

Harket'Information . 34. . . . . . . . . . . . . . . . . . . . .

Share-0vners . . 34. . . . . . . . . . . . . . . . . . . . . . .
'

35Dividends - . . . . . . . . . . . . . .. . . -. . . .. . . .

Cleveland Electric and Toledo Edison . 35. .. . . . . . . . . . .

Item 6. Selected Financial 1 Data . 35. . . ... .... . . . . ..

35Centerior Energy .-. . . . . . . . .. . . . . . . . . .. . . .

Cleveland-Electric , 36. . . . . . . . . .. . . .. . .. . .. .

36.Toledo Edison = . s . . . . . . . . . . . . . . . . . . . .. . < .

Item 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations . 36. .. . . . . . . .

36Centerior Energy-. . . . . . . . . . . . . .. . . . . . . . . . .

. Cleveland Electric . 36.. . . . . . . . . . .. . .. . . . . . . .

Toledo Edison 36. . . . . . . . . . . . .. . . . . . . . . . . .

- 11 -

,

. - - _ - - - _ - - - --,-g , ,-y.. . . _ , , + _ ~ , . _u --



__ 4 _.. _ . , - . . - _ . _ _ - .- _. .._ __-.._ _. . ___

Y$

?

Page
Number

.

_

Financial Sta'tements and Supplementary Data . 36Item'8. . . . . . .
_

'Centerior-Energy . :. 36. .-.-. . . . . . . . . . . .. . . . . .
' Cleveland Electric . ,-. .:. 36. . . . . . . . . . . . . . . . . .

Toledo Edison. . 36.. ..... ............ . . . . . . .

Item _9.; Changes in and Disagreements Vith Accountants on
Accounting and Financial Disclosure . 37. .-. . . . - . . . .

PART III'

I t em : 10.- - Directors _and Executive _0fficers of the Registrants 37. .

Centerior Energy . 37.... .. . . . . . . . . . . . . . . . s .
Cleveland Electric . -._, . . 37. . . - . . . - . . . . . . . . . . .
Toledo Edison -

_
38...

_

-Item 11'. Executive Compensation _. 38. . . . . . . . . . . . . . .

Centerior Energy Executive Compensation 38. . . . . . . . . . . .
,Salaries and~ Insurance-. 38. .. . . . . .. . . . . . . . . . . . ,

Pension Plan Benefits en... . . . . . . . . . . . . . . . . . ,-

Employee _ Stock _ Plan Transactions . 41. .. . . . . . . . . . . . .

(a) Employee Purchase-Plan . . . . . . . . .-. . . . . . . . . 41
(b): Employee Savings Plan _ . . :. . . . . 42. . .. . .. . . . .

(c) 1978 Key Employee Stock Option Plan 43. . . . . . . . . . .

(d) Employee Stock Ovnership Plan 44...... . . .. . . . .
4

Item 12. JSecurity ovnership of' Certain Beneficial.0vners and
'

-

Hansgement 44... ... . . . . . . . . . . . . . . . . .

Centerior Energy . 44. ... .. . .., .. . . . . . . . . . . .

Cleveland Electric'. . 45.. .. . . .. . . . . . . . . . . . , .

Toledo: Edison 46.. .... . , . ... . . . . . . . . . . . . . .

Item 13. Certain Relationships and Related. Transactions . 46. . . .

Centerior Energy?and'Toleco Edison . 46.. . . . . . . . . . . . .

= Cleveland. Electric . 46... . . . . . . . . . . .. . . .. . . . . .

PART IV
.

.

LI tem 14._-. Exhibits, Financial: Statement Schedules and Reperts
.on. Form 8-K ---. 46.. ... .. . . . . . . . . . . . ..,

- 111 -

,

.

- , - . . , - . _. _ _ _ . . .- _ _ . . . ,.



__~ . __ _ - . - - . - _ . . . _ . , _ _ _ , . - . . . . _ _ . . - . . - . _ _ _ _ _ _ ____. . _ . __.__ _

!
1

'I

Page
Number-.

.

.

48' Signatures . . .. ... .............. . . . . . . ..

Index'to' Selected Financial Data; Management's Discussion and -:
-

'. Analysis:of Financia1' Condition and Results of Operations;'

and Financial Statements , . F-.1 - 1... . . . .-. . . . . . . . . . . .

.

S-1Index to. Schedules . '

... .... . . . . . . . . . . . . . . .-
..

Exhibit-Index: E-1.... ... . ... . . . . . . . . . . . . . .. .

,

f

2l

''

|
.

- iv -

-
;_ _ , - -

_ - - . _ . _ _ . . _ , _ . _ - - _ . - _ _ . _ , . - - . ~ _ . . . _ _ . - _ _ . . _ _ . - - . _ ___ .



. _. , - . . _ _ . . - _ . _ . . . _ _ _ . . .. _ ._ . . .. - . . _. . _ _ _ _ . _ _ _ . . _ _.

This combined-Form 10-K-is separately filed by Centerior Energy Corporation,
The Cleveland Electric :llluminating- Company and,The Toledo Edison Company'

-

.

Linformation contained-herein relating 1to any individual registrant is filed by
;isuch-. registrant on its own behalf. -No registrant makes any representation as

-

to information relating. to any other registrant, except-that information
-

: relating" to either or both of the Operating Companies is also attributed to-
1Centerior Energy.-

GLOSSARY OF-TERMS

The_, following terms and abbreviations used in the text of this report are
-defined as indicated:

Term Definition

AFUDC Allovance for Funds Used During Construction.

AMP-Ohio. American Municipal Pover-Ohio, Inc., an Ohio
not-for ,,rofit corporation, the- members-of

|vhich are certain Ohio municipal electric ;
systems. ~ '

1
Beaver Valley Unit 2 Unit 2 of the Beaver Valley Power Station, in. '

which the Operating Companies have ownership
and leasehold interests.

,

=CAPCO. Group Central Area Pover Coord! nation Group.

'Centerior Energy or Centerior Centerior Energy Corporation.

Centerior System. Centerior Energy,_the Operating Companies and
the Service Company.

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

LClean Air Act Amendments November 1990 LAmendments to the Clean Air
i. . Act.

iClean Vater Act Federal Vater Pollution -Control Act as
amended.

Cleveland: Electric The. Cleveland-Electric--Illuminating Company,
an electric utility subsidiary of Centerior.

_

Energy and a member of the CAPCO Group.

:Consol Consolidation. Coal Company.

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

,

}
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- m~- . - -
.

. . _ - _.

- -

i

t'

- = Te rm ' -Definition
'

C P P,-
- Cleveland Public Pover, a municipal = electric

system operated by the_ City of Cleveland.
:

-CVIP: -Constructien Vork in Progress,

= Davis-Besse Davis-Besse Nuclear Power Station.

Detroit Edison Detroit Edison Company,|an electric _ utility.

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

DOE United States Department of Energy.
.

.

;
-Duquesne 'Duquesne Light Company, an electric utility '

subsidiary 'of DQE, Inc. and a member of the
-CAPC0 Group.

'

-ECAR East Central Area Reliability Coordination
Group.

FERC Federal Energy Regulatory Commission.

FICA Federal Insurance Contributions Act.

; tGeneral Electric: General Electric Company.

'GPU -General: Public Utilities -Corporation, an
-

,

;- electric utility. holding company. .

-

: Holding Company Act Public Utility Holding Company Act of 1935. '

_

-Ludington Plant- Ludington Pumped _ Storage Power Plant, a
pumped-storage, hydro-electric- generating- *

station jointly-ovned by Detroit- Edison and,

Consumers Pover.

Mansfield Plant' Bruce Mansfield Generating -Plant, a ~ coal-
fired paver _-plant,- in.which- the Opetating
Companies _-have leasehold interests as joint

' and several lessecs.

-Note-or Notes Note or Notes to=the Financial Statements in
~

the 'Centerior Energy, Cleveland Electric and
.

. Toledo Edison Annual-Reports for- 19911(Note--

o r- Notes,_-vhere__used, refers to all three
companiesLunless othervise specified).

NPDES National Pollutant. Discharge Elimination
System.

I'
!; "
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Term Definition

NBC United State. Nuclear Regulatory Commission.

Ohio Edison Ohio Edison Company, an electric utility and
a member of the CAPC0 Group.

Ohio EPA Ohio Environmcatal Protection Agency.

Ohio Power Ohio Power Company, an electric utility sub-
sidiary of American Electric Power Company,
Inc.

Ohio Valley The Ohio Valley Coal Company, the successor
corporation to The Nacco Mining Company and a
subsidiary of Ohio Valley Resources, Inc.

Operating Companies Cleveland Electric and Toledo Edison.
_

(individually, Operating
Company)

!

OPSB Ohio Power Siting Board.

PaPUC Pennsylvania Public Utility Commission.

Peneiec Pennsylvania Electric Company, an electric
utility subsidiary of GPU.

Pennsylvania Power Pennsylvania Pover Company, an electric
utility subsidiary of Ohio Edison and a
member of the CAPC0 Group.

,

Perry Plant Ferry Nuclear Power Plant.

Perry Unit I and Perry Unit 2 Unit 1 and Unit 2 of the Perry Plant, in
which the Operating Companies have ownership -

interests.

PUC0 The Public Utilities Commission of Ohio.

Purchase Plan Centerior Energy's Employee Purchase Plan.

Quarto Quarto Mining Company, a subsidiary of
Consul.

RICO Federal Racketeer Influenced and Corrupt
Organizations Act.

Savings Plan Centerior Energy's Employee Savings Plan.

SEC Securities and Exchange Commission.

- vii -
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Term Definition j-

_ . .

'

-, Seneca: Plant Seneca Power Plant. a pump 6d-storage, hydro-
electric - generating station jointly owned by
Cleveland Electric and Penelec. '

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

Six th__ Circui t : United States Court |of Appeals for the Sixth
' Appeals Court. Circuit.

Superfund; Comprehensive Environmental Response, Com-
- pensation -and Liability Act of 1980 and the- i

-Superfund Amendments and Reauthorization Act -j
of 1986.-

|
Toledo Edison The. Toledo Edison Company, an electric

utility- subsidiary of Centerior Energy and a
member of--the CAPCO Group. j

,

U.S.-EPA United States Environmental Protection
Agency.

LVestinghouse Vestinghouse Electric Corporation.

,

!

i

'
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PART I

' Item 1. Business -

~

Ti1E CENTERIOR SYSTEM
..

Centerior Energy is a public utility holding _ company and the parent company of
the Operating Companies and the Service Company. Centerior was 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 wholly owned

-subsidiaries of Centerior. The affiliation of the Operating Companies became
' effective in April 1986. Nearly all of the consolidated operating revenues of
the Centerior 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 northwestern 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,'vhich was incorporated under the laws of the State of Ohio -

in 1892, is a public_ utility engaged in the gene'stion, purchase, transmis-
sion, distribution and sale of-electric energy in an area of apptoximately
11,700 . square miles in northeastern Ohio, including the City of Cleveland.
Cleveland -Electric ulso provides electric energy at wholesale to other elec-
tric utility companies and to two municipal electric systems in its service

farea. Cleveland Electric serves-approximately 746,000 customers and derives
approximately _74% 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 mett automotive and other trans-
portation equipment;- chemicals; electrical ano 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 54%. vere represented by one union having a collective bargaining
agreement with Cleveland Electric.

Toledo Edison, which was iricorporated under the laws 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 northwestern Ohio, including the City of Toledo. Tol do
Edison also provides electric energy at wholesale to other electric utility
companies and ta 13 municipally owned distribution systems (through AMP-Ohio)

- snd :one rural electric cooperative distribution system in its service area.
Toledo Edison serves approximately 285,000 customers and derives approximately
60% 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 December 31, 1991,
Toledo Edison had 2,562 employees of which about 55% vere represented by three
unions having collective bargaining agreements with Toledo Edison-

i --
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The- Service Company, which was 2ncorporated.in 1986 under the - lavs of th(
-State of Ohio, is also a vholly ovned subsidiary of Centerior Energy. It_ pro-
vides _ management, financial,_ administrative, engineering--legal, governmental
and :public relations and other services to Centerior Energy and the Operating
Companies. At December 31, 1991, the Service Company had 1,499 employees of
which aboutEl% vere represented _by a union.

CAPCO GROUP

. Cleveland Electric and_ Toledo Edison are' members of the CAPCO Group, a power
pool created'in 1967 with Duquesne, Ohio Edison and Pennsylvania Pover. This

!

: pool affords greater reliability and Jover cost of providing electric service j
through coordinated generating unit operations and maintenance and generating |
reserve back-up among_the fi 1 companies. In addition, the CAPC0 Group has !

completed programs to- construct larger, more efficient electric generating j
units and to strangthen interconnections within the pool'. ;

The CAPC0 Group companies have placed in service nine major generating units,
of which the ,0perating 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 1 and is, severally _and not-jointly, obligated for the capital and oper-
ating costs equivalent to its respective ovnership and leasehold portions of
-the units'and thc 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 leasehold obligations of Cleveland Electric and Toledo
Edison are joint and several. (See " Operations--fuel Supply"<)' In-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 ovns
the'necessary interconnect ng transmission facilities within its service area,
and- the other CAPCO Croup companies contribute toward fixed charges and
operating costs of those transmission facilities.

All-ofL he CAPC0 Group companies are members of ECAR, which is comprised of 28t
electric companies located in nine contiguous states. ECAR's purpose is to
improve _ reliability oC bulk power supply through coordination of planning and
operation of member companies' generation and transmission facilities.

CONSTRUCTIO?! AND FINANCING PROGRAMS

Construction Program

The Centerior System carries on a continuous program of constructing
transmission, . distribution and general facilities and modifying existing-
generating facilities to meet anticipated demand for - electric service, to

comply with governmental- regulations and to protect the environment.- The
Centerior System's integrated resource-plan for the 1990s combines demand-side
m;ragement programs with maximum utilization of existing generating capacity
to postpone the need for nev generating units un'til early in the next decade.
Demand-side management programs, such as direct load control, residential

4
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appliance interlocks, curtailable--load, thermal storage and-energy management,
are. expected to reduce peak load grovth and l' crease energy usage in off-peak
periods. The next increment of generating' capacity- to be constructed by-the

.0perating _ Companies _ is expected. to be relatively small, 100,000-150,000-
kilowatt-- units 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 2nto service 272,000 kilovatts_of such generating capacity;aftte 2002.

The following. tables shov, ' categorized by . major components, the construction
-expenditures by Cleveland Electric and Toledo Edison and, by aggregating them,.

for the Centerior System during11989, 1990 and 1991 and the estimated cost of 1

their construction programs'for 1992, 1993 and 1994, in each case including
AFUDC and excluding nuclear fuel:

Actual Estimated
1989 1990 199'I 1992 1993 1994

Cleveland Electric .(Millions oI~Uollars)
Beaver Valley Unit 2 $ 1 S 0 $ 0 $ 0 $ 0 $ 0Perry Unit 2* _

_
0 0 0 3 0 0

Transmission, Distribution

and General Facilities 87 82 77 98 117 124 |
'

Renovation and Hodification of i

Generating Units !
Perry Unit 1

.

4 8 5 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 87

: Clean. Air Act Amendments-
Comoliance 0 0 0 9 17 34

Total $g $1M SQ $g@ SjM $1J7

Actual Estimated
1989 1990 1991 1992 1993 1994

Toledo Edison _ (Millions of Dollars)
Beaver Valley Unit 2- $ 1 S 0 S 0 $ 0 $ 0 $ 0
Perry Unit' 2* 2 0 0 0 0 0-
Transmission, Distribution

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

Generating Units
,

"
Perry Unit 1 2 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 Sy SJJ $2 $_M SMg $g

Note: The footnotes to the tables are on the following page.

~
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Actual Estimated
1989- 1990 1991 1992 1993 1994

-Centerior System- (Millions of Dollars)

IBeaver: Valley-Unit 2 $ 2- S O' -S 0- S 0 $ 0 $ .0
' Perry Unit'2*1 2 - 0 0 3 0 0
:Tranc.nission,1 Dis t ribu t ion

andLGeneral Facilities 114 111 - 107 129 -182. 161=-

Renovation and Hodification of
Generating Units

_ _

j
-Perry Unit 1:

_

6 13 7 20 25 18
Beaver Valley Unit 2** 5 -(5) 8 .8- 8 6 1

Davis-Besse 54 79 27 12 31 25
Non-Nuclear Units' 34 53 55 78 107 -117

' Clean Air Act Amendments
Compliance 0 0 0 9 18- 34

Total Sig $2M $2Q/g SQg $$ $M ~
'

-* Construction of Perry: Unit 2 has been suspended. The amount shown for Perry
Unit 2 in 19891for Toledo EdisonLand the Centerior System is the result of a
-reallocation of previous years' costs between Perry Unit I and Perry Unit 2- . .

for- -Toledo Fdison.: -In February -1992,. Cleveland Electric purchased
Duquesne's ovnership share of Perry Unit 2 for S3,324,000 (see Note 3(c)).

**The . amount'shown for_ Beaver Valley Unit 2 in 1990 is the result of prior-
period adjustments _for AFUDC.

Each- company-in the'CAPC0; Group- is responsible for financing the portion of
the capital costs of nuclear . fuel equivalent to its= ownership and leased
interest in the unit in which the fuel vill le 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-
1989 1990 1991 1992 1993- 1994

(Millions of Dollars)

: Cleveland s Elec tric $ -29 $ 38 S-32 $ 34 - S 42 S 23
Toledo Edison: $.21 S 24 $ 27 _$.22 S 34 $ 21
Centerior System -S 50 $ 62 -S 59- S 56 $_76 $ 44 ,

Financing Program

Re'ference- is!"made- tofCenterior Energy's, Cleveland Electric's and -Toledo
Edison's Management's Financial Analysis contained _under. Item'7 of this Report.

and .to Notes 10 .and 11 for discussions of the Centerior System's financing-
; activityL in 1994 deltLandfpreferred stock redempt. ion requirements during the

'1992-1994 . periou; expectedi. external _ financing- needs during- suchLperiod;_

un the issuance of additional debt securities'and preferred andirestrictions
preference stock; short-term- and -long-term- financing- capability; and
securities ratings for the Operating Companies.

.
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In the second quarter 'of 1992, Cleveland Electric plans to register with the.
SEC. S125,000,000 of_ notes secured by first mortgage bonds,_vhich notes are
expected to'be issued periodically over a 12-month period.

'

In March _1992, Toledo Edison sold $15,500,000 of notes secured by first
mortgage _ bonds. 1 Toledo Edison's financing plans for the remainder of,:1992-
-include the_ redemption ~in April 1992 of 24,825 shares of its 110 Cumulative
Preferred _ Stock at a redemption price of.S101 _per share and the registration
with the SEC of-an additional''S75,000,000 of -notes secured by first-mortgage
bonds, :vhich notes are expected to be issued periodically over. a 12-month
period.

Centerior expects to raise about $40,000,000-S50,000,000 in 1992 from the sale
of' authorized but- unissued ' 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' is considering legislatioa to amend the Holding Company Act which,
, among other matters, vould create a nev class of wholesale electric generators

that 'vould be largely exempt from regulation. Consideration is also being
given _to legislation which would allow these exempt wholesale ' generators to
have access-to any electric: utility's transmission system to provide power to
other utilities or wholesale customers. If the Ho] ding Company Act is amended

described above,;the Centerior System could face increased competition foras
wholesale pover sales from such exempt wholesale generators.

State Utility-Commissions

'The Operating Companies are subject to the jurisdiction of the PUC0 vith re-
spect'to rates, service, accounting, issuance of securities and other matters.
Under -Ohio lav, municipalities may regulate rates, subject to appeal to the
PUC0 if not acceptable to-the utility. See " Electric Rates" for.a description
ofi.certain aspects _of Ohio rate-making lav. 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 PUC0 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 years' experience in one of several disci-
plines.- Not more than three commissioners may belong to the same political
party.

LUnder Ohio lav, a public: utility mustLfile annually _vith the PUC0 a long-term-
forecast of customer loads, facilities needed to serve-those loads and,

~

prospective sites' for those facilities. This forecast must include- the
following:

1-
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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)--tlie utility'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 hov.it plans- to implement its integrated
resource plan over the next four years. Estimates of annual expenditures
and- security issuances associated with the integrated resource plan ovet

ithe four-year _ period must also be provided. J

J

The -PUC0 must hold.a public hearing on the long-term forecast at least once
=every five years to determine the reasonableness of such forecast. The PUC0
and the OPSB are required to _ consider the record of such hearings in
proceedings: for approving' facility sites, changing rates, approving security
-issues 'and initiating energy; conservation programs (2nterior expects the-

PUC0 to. hold a public hearing on the Operating Companies' 1992 long-term
:foLOCast.

The PUC0 has jurisdiction _over certain transactions by companies in an elec-
tric utili ty holding company system if it includes at least one Ohio electric
utility and is exempt - from regulation under Section 3(a)(1) or (2)-of the
Holding. Company Act< An-Ohio . electric utility in such ab91 ding company
system, such as Centerior, must obtain PUC0 approval to invess in, lend funds
to, guarantee the-obligations of or-othervise: finance or tra-sfer assets' to

, any nonutility company in that holding company system, unless the transaction
''

is in the ordinary course of business operations in which one company acts for
or with~ respect to another company. Also, the holding company in such a hold-
-ing company system _must obtain PUC0 approval to make any investment in any
nonutility _ subsidiaries, affiliates ,or associates of the holding company if
such investment vould cause all such capital investments to exceed 15% of the-

. consolidated capitalization of the holding company unless such funds were
provided by nonutility subsidiaries, affiliates r associates.

The PUC0 has a reserve capacity policy for_ electric utilities in Ohio stating
that (i) 20%- of service area peak ~1oad excluding interruptible load is an

_

appropriate generic- benchmark for.an . electric utility's reserve margin; (ii) a
reserve margin exceeding 20% gives rise to a presumption of. excess capacity,,

i but- may- be appropriate Ri f - it confers a positive net present benefit _to-

customersx or is= justified by unique system characteristics; and (iii)
appropriate remedies for excess capacity (possibly' including disallowance of
costs- ~ ini rates) vill be determined by the PUC0 on a case-by-case basis.

- Ohio icver Siting Board-

iThe OPSB has- stete-vide jurisdiction, except to the ex,>nt pre-empted by_'

Federal law, over-theflocation, need for and certain environmental aspects of
; electric--generating: units vith a capacity of 50,000 kilovatts or - more , I

i. transmission lines with a rating of at least 125 kV.

!

|.c
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1

Federal Energy Regulatory Commission

The- Operating Companies' arc each subject to the jurisdiction-of the FERC with
,

respect Lto the transmission and sale of_ power-at wholesale in interstate com-
'

|merce, ' interconnections with 'other utilities, accounting and certain other
matters.- Cleveland Electric is also subject to FERC jurisdiction with respect

ito11ts ovnership and operation of the Seneca Plant. *

*

: Nuclear Regulatory Commission
'

The nuclear generating units in which the Operating Companies have an interest
are subj ec t to- regulation by the NRC. The NRC's jurisdiction encompasses
broad _ supervisory and. regulatory |povers oter the construction and operation of
nuclear reactors, including matters of health and safety, antitrust considera- ,

tionstand_ environmental impacts.

Ovners of nuclear units are required to purchase the full amount of nuclear ,

liability insurance available. See Note 4(b) for a description of nuclear in- .

surance coverages.

Other Regulation-

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

-ENVIRONMENTAL REGULATION
,

General *
2

The Operating Companies are subject to regulation vith respect to air quality,
water quality.and vaste disposal matters. Federal environmental legislation
effecting. 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 statuter 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 with such lavs and-regulations
may- require-the Operating-companies to modify, supplement, abandon or replace
facilities and may delay or impede construction and operation of facilities,,

all at cesis vnich could be substantial. The Operating Companies expect that
J the . impact of such costs would' eventually be reflected in- their respective
~

rate schedules. . Cleveland Electric and Toledo Edison plan to spend, during
the ' pe ri od- 1992-1994, $84,000,000 and-S4,000,000, respectively, for pollution
control facilities, including. Clean Air Act Ame dments compliance costs.

,

The- Operating Companies _believe that the' are currently in compliance in all
material: respects with all applicable environmental laws and regulations, or
to the extent 1that 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 extensions of deadlines.4

,

l'
i
i
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Concerns have been . raised regarding the possible health effects associated
;vith -electric.and-magnetic fields. Although scientific research has yielded
inconclusive results, addit'ional-studies are being condu.eted. If electric and

-_ magnetic- fields are : ultimately' foundLto pose a health risk. the Operating.

. Companies 2 may be required to modify: transmission and distribution lines or
' other :f acili ties.

Air Ou_ality Controli

Under::the Clean AirLAct,-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 of up to $25,000 per
day _ for each violation of an emission limitation. The U.S. EPA has approved
the. O'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 were signed into law imposing
restrictions - on nitrogen oxider 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 Clean Air. Act Amendments'also require studies to be conducted on the
-

emission of_certain potentially hazardous air pollutants which could lead to jadditional restrictions.

In 1985, the U.S. EPA issued revised regulations specifying the extent to
.vhich power plant stack height may be incorporated into the establishment of
an emission limitation.- Pursuant to the revised _ regulations, the OperatingCompanies submitted to the Ohio EPA information intended to- supportcontinuation of_ the stack height credit received under the previous
regulations- for stacks at Cleveland Electric's Avon 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,b the District.of Columbia Circuit Appeals Court remanded portions of the 1985-regulaticns tofthe.U.S. EPA for further consideration; however, no action has
been taken-byLthe U.S. EPA.

[In-1986,theSixth1CircuitAppealsCourt. ruled on a challenge filed bf an
environmental-~_ group andiseveral stater east of Ohio seeking to' overturn the
Fedet'al ; sulfur dioxide-emission limitations for the Eastlake and Avon- Lake
Plants. The-Court ruled.that the validity of the air quality model used by
tae U.S.-EPA.to serJthe sulfur dioxide- emission limitations for those plants
had not been. adequately established. The Court permitted the Ohio sulfur "

dioxide emission limitations to remain in effect while the U.S. EPA: completed
;its : review of the application of the air quality model. .The U.S. EPA, along
with Centeriern demonstrried the validity of- the model used to establish:the
sulfut dioxide emission-limitations for those plants. In January 1990, the
U;S. _ EPA proposed.to reinstate the overturned emission limitations; however,
final"cition has not . been taken by tne U.S. EPA,

.
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Congress is_c>nsidering legislation to reduce emissions of gases that are
$ thought to cause global varming. _The-burning of coat is thought to be a cause^

of; global varming. If such legislation is adopted _the cost of operating

coal-fired, plants could increase -significantly and coal-fired generating
capacity _could decrease significantly.-

Vater Quality control--

The. Clean Vater Act requires that power plants obtain permits that contain
certain effluent limitations (that is, limits on discharges of pollutants into

bodies- of vater). It also provides that permits for new power-plants incluoe
-event more stringent _ limitations, including zero ; discharges, vhereeffluent

'
.

-practicable. The Clean fVater Act clso requires _ that cooling vater intake-
structures for power plants incorporate the best available technology for

-minimizing _ adverse environmental impact. The Clean Vater Act requires the
states.to establish vater quality standards (which could rcsult in more strin-
gent ' effluent limitations than those described above) and a permit _ system to

'

'be approved by the- U.S. EPA. Violators of effluent limitations and water
-quality _ standards are subject to a civil penalty of up to $25,000 per day for -

each such violation. '

The-Clean Vater _Act permits thermal effluent limitations to be established for
-a facility _vhich are less stringent than those which otherwise vould apply if
the owner can demonstrate that such less stringent limitations are sufficient
to assure 7 the protection and propagation of aquatic and other vildlife in the

-affected body of water. By 1978, the Operating Companies had submitted to the
Ohio' EPA-such demonstrations for reviev vith respect to their Ashtabula, Avon
Lake,- Lake Shore, Eastlake, Acme- and Bay Shore plants. The Ohio EPA has taken,,

no action on the submittals.

~The 10perating Companies have received NPDES permit renewals from the Ohio EPAs

for _all of their power plants except for Toledo Edison's Acme Plant. An
application has been-filed vith_the Ohio EPA for the renese: of the NPDES
permit' for the Acme Plant but has not yet been approved. Ilovever, Acme may
continue to operate under the expired permit while the application 1for reneval
is pending. Any violation of an NPDES permit is considered to be a violation
of-the Clean Vater Act subject to the penalty discussed above.-

-In -1990,-the Ohio EPA issued revised water quality standards applicable to
Lake Erie and waters of_ the State of Ohio. Based upon these revised water
-quality standards, the Ohio-EPA placed additional effluent limitations on the
Ashtabula Plant in its most' recent- NPDES permit renewal. The revised
standards also may serve as the basis _for more stringent effluent limitations
in future NPDES' permits. Such limitations could result in the installation of
additional- pollution control equipment and-increased operating expenses. The
Operating Companies are monitoring discharges at their plants to support their
: position that additional effluent limitations are not justified.

'Vaste Disposal.

See Note 3(d) for a _ discussion _ of the- Operating Companies' potential
involvement - in certain- hazardous - vaste disposal si tes, including those subject
to Superfund.

-9-
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|' The Federal Resource Conservation and Recovery Act exempts certain fossil fuel
combustion vaste produets, such as fly ash, from hazaro is vaste disposal
raquirements. The Operating Companies are unable to predict whether Congress

| . vill choose to amend this exemption in the future or, l'f so, the costs relat-
ing to any tequired changes in the operations of the operating Companies.

.

-LECPRIC RATESE

Under Ohio lav, rate base is the original cost less depreciation of a
utility's total plant adjusted for certain items. The lav permits the PUCO,
in its discretion, to include CVIP in rate base when a construction project is
at least 75% complete, but limits the amount included to 10% of rate base ex-
cluding CVIP or, in the case of a project to construct pollution control fa-
cilities which vould remove sulfur and nitrous oxides from flue gas emissions,
20% of rate base excluding CVIP. When a project is completed, the portion of
its cost which had been included in rate base as CV1P is excl_ded from rate
base until the revenue received due to the CVIP inclusion is offset by the -revenue lost due to its exclusion. During this period of time, an AFUDC-type
credit is allowed on the portion of the project cost excluded from rate base.
Also, the lav permits inclusion of CVIP for a particular project for a period
not lon~or than 48 consecutive months, plus any time needed to comply vith
changed governmental regulations, standards or approvals. The PUC0 is em-powered to permit inclusion for up to another 12 months for good cause shown.
If a project is canceled or not completed within the allovatle period of time
after inclusion of its CVIP has started, then CVIP is excluded from rate base
and_ any revenues which resulted from such prior inclusion are offset against
future revenues over the same period of time as the CVIP was included.

Current Ohio law further provides that requested rates can be collected by a
public utili ty, subject to refund, if the PUC0 does not make a decision within
275 days after the rate request application ir filed. If the PUC0 does not
make its final decision within 543 days, revenues collectea thereafter are not
subj ec t to refund. A notice of intent to file an applicatien for a rate in-

be filed before the issuance of a final order in any prior pend-crease cannot

ing application for a rate increase or until 275 days af ter the filing of the
prior application, whichever is earlier. The minimum period by which the -

notice of intent to file rust precede the actual filing is 30 days. The test
year for determining rates may not end more than nine months after the date
the application for a rate increase is filed.

Under Ohio law, electric rates are adjusted every six months, after a PUC0
proceeding, to reflect changes in fuel costs. Any difference between actual
fuel costs during a six-month period and the fuel revenues recovered in that
period is deferred and is taken into account in setting the fuel recoveryfactor for a subsequent six-month period.

The PUC0 has authorized the Operating Companies to adjust their rates on a
seasonal basis such that electric rates are higher in the summer.

Also, under Ohio lav, municipalities may regulate rates charged by a utility,
subject to appeal to the PUC0 if not acceptable to the utility. If
municipally fixed rates are accepted by the utility, such rates are binding on
both parties for the specified term and cannot be changed by the PUCO.

- 10 -
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See -Note 6'and Hanagement'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 rat _e orders and the_ rate-reduction package that was
implemented In Toledo Edison's service-area in 1991.,

.

OPERATIONS

Sales-ofLElectricity

Kilovatt-hour _ sales by the Operating- Companies follow a seasonal pattern ;

marked by increased ~ customer usage in the summer for air conditioning and in .
:the. vinter for heating. Historically, Cleveland Elcetric has experienced its
heaviest , demand for electric _ ervice during the summer months because of as

_

significant air conditioning load on its' system and a relatively lov amount of
. electric heating load in_ the vinter. Toledo Edison, although having a,

significant electric heating load, has experienced in recent years its
-heaviest demand-for electric service during the summer _ months becaure of heavy
air conditioning usage.

.The .Centerior System's largest customer is a steel manufacturer which has two
major steel producing facilities served by Cleveland Electric. Sales to this

_

customer in 1991~ accounted for 2.5% and 3.5% 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 -j
whose primary product is purchased by the two steel producing . facilities) i

-

vould : 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 Edison, re-
spectively. The-loss of this customer vould reduce Centerior Energy's 'and
Toledo Edison's net income by about $10,000,000 based on 1991 sales levels.

i
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Operating Statistics

Centerior System
.

Years Ended December 31,
]!91 - 1990- 1989

' Energy Generated (Millions _of kVh):
' Net Generation 31,495- 30,595 _32,296Purchases * 40 413 21Total Energy- _3hMi JMJ _1Llg

,

-Electric Sales (Millions of kVh):
Residential 1 6,981 6,666 6,806Commercial 7,176- 6,848 6,830
Industrial 11,559 12,168 12,520V= holesale* _2.711 .2,487 -3,235

,

'Other
_ 1,048 959 996' Total Electric Lales_ _ 2L 475 29 1211 __j%J31

L

Customers (End of_ Period):
_'Residential 921,995 918,965 914.020

Commerci.11_ 96,449 94,522 93,833Industrial & Other 12,843 12,906 12,763
-Total Electric. Customers [alL2Q L O26. 393 - h020.d}f

: Operating -Revenues (In LThousands):
_ 5Residential $ 777,273 $ 719,078 $ 685,735

' Commercial _723,318 668,910- 616,902
-

: Industrial- 782,747 779,391 746,534-Other' 188,026 189,754- 204,769-Total Retail- 2,471,364- 2,357,133 -2,253,940" Wholasale*- 88,888
.

70,308 107,364
M .al_ Operating Revenues '$2Jfh232 $2J21d61 $2J61 2_

>

* Energy-purchases (or-purchased pover), wholesale electric sales and wholesale
. revenues are restated for 1990 and 1989 to reflect a change in reportinglof
' bulk power sales transactions in accordance with FERC requirements.-

,

t
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Cleveland Electric

Years Ended December 31,
1991 1990' 1989

I nergyiGenerated-(Millions o'f kVh)t- |E -

Net-Generation _ 20,644 20,841 21,538
'

Purchases *- 2,144 964 1,268
~

= Total Energy- 22,188 2 LED 3 _ _ 221B M -3

Electric Sales-(Mi'llions of kVh):
1 Residential '4,940 _4,716 4,789
Commercial 5,493 5,234 5,208

. Industrial 8,017- 8,551 8,780 g
Vholesale* 2,442 1,607 2,132 |

Other 565 463 501 I

Total Electric Sales 11.4.}] .._2L321 21 4 0 .|
Customers |(EndLof Period): _

|

Residential 667,495 665,000 .660,786
Commercial

.

_70,405 68,700 68,030
-Industrial & Other 8,398

__742,051 737.14}
8,351 8,329 '

Total Electric Customers- ,744,223

_ _ Operating Revenues (In1 Thousands):
Residential S 547,433 $ 495,158 $ 469,803
-Commercial- 539,795- 494,370 452,911
Industrial- 546,698 -543,813 519,854 ,

Other- 116,826 -122,701 117,220
Total Retail 1,750,752- 1,656,042 1,559,788

: Wholesale * 74,986 35,117 74,439
Total ~ Operating Revenues $1 R .bl3R $1d&l52 ~ - Sid3b222- ,

l'

- * Energy purchases (or purchased pover), vholesale electric sales and-vholesale
revenues are-restated for 1990 and 1989 to reflect a change in reporting of
bulk power sales transactions in accordance with FERC requirements

;

i
$
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Toledo Edison'
|

Years Ended December 31, i
1991. 1990 1989

-EnergyICenerated (Millions of kVh): ,

: Net Generation 10,'851 9.754 10,758
_ _

Purchases *- 95 902- 788 :Tota 1 Energy - mjQd4.(2 _lQah3 - dialjd

-Electric Sales-(Hillions of kVh):
Residential 2,041 1,950 2,017

; Commercial 1,683 1,614 1,622Industrial 3,543 3,617- 3,740
Vholesale*- 2,587 2,333 3,138.
-OtherL 482 496 495

Total' Electric Sales 10.336 ,_10s010 __11141j

= Customers (End of Period):
Residential 254,500 253,965 253,234

: Commercial 26,044 25,822. 25,803 -

Industrial 6-Other~ 4,444 4_,555 4,434
Total Electric Customers ZR4 2R8 284.342 283.4711

Operating Revenues (In Thousands):-

Residential $229,840 $ 2 23,920._ $215,932
Commercial- 183,523' 174,540 163,991
Industrial- 236,049 235,578 226,680
Other 90,919 79,535 99,451--Total Retail 740,331 713,a73- 706,054 '

Vholesale* 146,927 149,600 159,569
Total Operating Revenues $8B]L216 $863.173 -$865 & 3

.

~* Energy. purchases (or purchased pover),-wholesale electric sales and wholesale
*

-

~

revenues .are restated for 1990 and 1989 to reflect a change fn-reporting of
--bulk' power. sales! transactions in accordance with FERC requirements.

.

~

e
'
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Nuclear Un'its

The -_ Operating. Companies' generating facilities _ include, among others, three
.

-

,

-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 1
responsibility -for. operating-Beaver Valley- Unit 2 and Toledo Edison has re-- '

sponsibility Jfor operating Davis-Besse. ' Cleveland Electric and Toledo Edison '

o vn ', respectively, 31.11%- and. 19.91% of Perry Unit 1, 24.47% and 1.65% of .
_

Beaver Valley Unit 2 and 51.38% and_48.62% of Davis-Besse. Cleveland Electric i

and . Toledo Edison also lease,-~as joint- lessees, another 18.26% of Beaver
Valley: Unit 2 as a' result of a September 1987 sale and leaseback transaction
-(see Note 2).

Davis-Besse- vas placed in_ commercial' operation.in 1977, and its operating
license expires in 2017. Perry Unit I and Beaver Valley Unit 2 vere placed in
commercial operation in 1987, and-their operating licenses expire in 2026 and 4

2027, respectively.

The nuclear plant performance standards set for the Operating Companies as a- -

result- of the PUCO's January 1989 rate orders (see Note 6) vill be based on
rolling three-year industry averages of operating. availability for pressurized
water reactors. and- for boiling vater reactors over the 1988-1998 period. -

Operating availabilityLis the ratio of'the number of. hours a unit is available
to generate' electricity (whether 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 banked benefit. If the-

industry performance standards are not met, a penalty vould be incurred which
would require the Operating Companies _to. refund incramental replacement power
costs to customers through the semiannual fuel cost adjustment. However,
if the performance : of the _ Operating Companies' sr units exceeds the -

industry standards, a banked benefit - results which be used to offset
disallovances1of incremental replacement power costs shu .; future. performance
be belov industry standards.

1The: 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 was 82.8% for Davis-Besse- and
Beaver- Valley _ Unit 2 and 70.2% for Perry Unit 1. A t_ December 31, 1991, the__

total ibanked benefit for the- Operating Companies is estimated to be between
S6,000,000_ and $8,000,000,- The actual amount vill not be available until-the
;second quarter:of-1992.

-See--Note 3(c).for a discussion of the status of-Perry Unit 2 and t.ee Note 4
-for a discussion of potential problems facing cvners of nuclear generating,

' units.
,

,

v
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-Competitive Conditions

General. -The Oparating companies compete -in their respective service areas
with suppliers of_ natural _ gas'to satisfy customers' energy needs with regard
to= heating-and appliance usage. The-Operating Companies also are engaged in
competition-to a11 esser. extent with suppliers of oil and liquefied natural gas
for heating purposes _and with suppliers of cogeneration equipment. One
competitor -provides steam for! heating purposes and plans to provide chilled
water for| cooling purposes in downtown Cleveland.

The ' Operating Companies also compete with municipally owned electric-systems
within their respective service areas. As discussed belov, two of the munici-
palities served by the' Operating Companies, the City of Toledo and the city of
Brook. Park, are' investigating the ecoaomic feasibility of establishing.and
operating municipally ovned electric systems. A few other communities have
recently evaluated-municipalization of electric service and decided to con-
tinue service from Cleveland Electric and Toledo Edison. Officials in still
other- communities have indicated an interest- in evaluating the
municipalization issue.

The_ Operating Companies face continuing competition from locations outside
their service areas which are promoted by governmental and private agencies in
attehcts -to influence potential and existing commercial and industrial cus-
tomers-to locate in their respective areas.

Cleveland Electric and Toledo Edison also periodically compete with other
i producers;,ofLelectricity for_ _ sales to electric utilities which are in the
- market -for bulk power purchases. The Operating Companies have inter-
connections with other electric-utilities-(see " Item 2. Properties--General")
and provide a transmission. system for wheeling power from the Hidwest 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 F.anagement's Financial
Analysis contained under Item 7 of this Report.

Cleveland Electric. Located within Cleveland Electric's service area are two
municipally- owned electric systems. Cleveland Electric supplies a small
portion'of those systems' power 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

'

which: supplies electric pover-in approximately 35% of the Ci ty'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 Cleveland Electric. Cleveland Electric is obligated to make available
up to=100,000 kilovatts of-CPP'- cm Ty requirements over two 138 kV inter-
connections. However, in recent CPP has not made significant power*

purchases ~ from Cleveland Electric. . 1991, Cleveland Electric provided less
than 1% of CPP's energy requirements. The balance of CPP's power is purchased
-from other sources and transmitted or " wheeled" over Cleveland Electric's-
trarismission system. For all classes of customers,. Cleveland Electric's rates

- are -higher than CPP's- rates due'largely to lover-cost power and financing

- 16 -

.

w y* . - e-- + . .- .i - en+4 -s o--?- m y -c. --4-- > - 4g>- -



. . - _ - - - . ~ - . . _ - - . - - - - - - - - _ - . - - - - _ - . -

L availaole to CPP and to CPP's exemption from taxation. In 1983, CPP announced
its intention to convert some of Cleveland Electric's customers to its
service. CPP is constructing new transmission and distribution facilities
exter ing into easterly pottions of Cleveland, com9 rising over 20% of the area.

of the City, which nov are served exclusively by cleveland Electric. Over the.

past three years, Cleveland Electric has expe'.lenced the net loss of an
insignificant number -of customers (about 2,600), which vere primarily
residential, to the CPP system. During 1991, CPP completed work which enabled
the City to convert three vater pumping stations from Cleveland Electric
cervice. The annual sales effect of this conversion is about 108,000,000;

' kilovatt-hours vith related revenues of about S6,000,000. CPP har also signed
cnn'ry4ts vith se/eral small and medium-sized companies in the expansion area i

and .111 be abic to offer service to residential and small commercial |
'

custumers in thataarea late in 1992. The expansion, as nov planned, could
take away about 40,000 of Cleveland Electric's customers over the next several -

years. This could eventually reduce Cleveland Electric's annual revenues by
S40,000,000 exclusive of the vater pumping load, although there vould 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 within the Cleveland Electric '

service territory, announced that it had commissioned a feasibility study >

regarding the establishment- of a munic i electric system. Ford Motor
Company, which operates an engine manufa ing plant in Brook Park. has i

expressed a desire for lover electric rates m.d reportedly would support the
idea of Brook Park forming its own electric system if such a system would

-result in itser rates. Cleveland Electric has entered into separate discus- ;

sions with officials of Brook Park and Ford in an effort to address their
'

concerns. In 1991. Cleveland Electric 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,- two commercial customers and one industrial customer cf Cleveland
,

Electric have cogeneration installations. A number of customers have inquired
,

about cogeneration applications although there vere no new installations in
1991. Cogeneration vendors continue to be active in Cleveland Electric's
service area.

Toledo _ Edison. Located vholly or partly within To'-do Edison's service area
'_are _six rural electric _ cooperatives, five_of which_mre__ supplied vith_ power,

transmitted in some cases over Toledo Edicon's facilities, by Buckeye Pover,
Inc. (an affiliate of a number of Ohio rural electric cooperatives) and the
sixth is supplied by Toledo Edison.

F

Also _ located within Toledo Edison's service area are 16 n~nicipally owned
' electric distribution systems, three of which are supplied uy other electric

systems.- Toledo Edison provides a portie' of the pover purchased by the other
13~ municipalities at wholesale rates .arough AMP Ohio._ In December 1989,

_ Toledo Edison commenced billing AMP-Ohin unde. a new egreement which vas
accepted by the FEP,C in March 1992. Uader this 20-year agreement, Toledo
Edison vill supple eertain pover requirements of AMP-Ohio and transmission

,
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service for 13 of its municipal members. Rates under this agiennent are
pennitted to inercase annually to compensate for increased costs of operation.
Less than 2% of Toledo Edison's total electric operating tevenues in 1991 vere
derived from sales under the amp-Ohio contract.

.

In October 1989, the City of Toledo adopted an ordinance establishing an
Electric Tranchise Reviev Committee for the ,iu r pose of studying Toledo
Edison's franchise agreement with the City to determine if alternate energy i
sources are available. The Committee is investigating the feasibility of

. establishing a municipal electric system within the City of Toledo and the'

feasibility of utilizing other alternative electric power sources. The ;

Corrmi t t ee's report is expected to be made public in the spring of 1992.
'

Toledo Edison is continuing to make an effort to address the City's co.iceras.
See Centerior's and Toledo Edison's fMtc 6 for a discussion of a rate- i

reduction package implemented by Toledo Edison in 1991. i

The one remaining commercitl customer of Toledo Edison having a cogeneration
unit has reached agreement vith Toledo Edison to cease operation of its unit
during the first half of 1992, novever, cogeneration vendots continue to be

,

active in Toledo Edison's cervice area.

ruel Supply

Generation by type of fuel for 1991 was 64% coal-ffred and 36% nuclear for
Cleveland Electric; 45% coal-fired and 55% nuclear for Toledo Edison; and 57%

:
coal-fired and 43% nuclear for=the Centerior System. !

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

1,873,000 tons of coal, respectively, for electric generation. Each utility
cnormally. maintains a reserve supply of ccal sufficient for about 40 days of

normal operations. On March 1, 1992, this reserve vas about 50 days for
plants' operated by Cleveland Flectric, 48 days for-plants operated by Toledo
Edison and 100 days for.the Hansfie3d plant, which is operated by pennsylvania
Pover,

t

In 1991, about 63% of Cleveland Electric's coal requirements vere purchased
under long-term contracts, with the longest remaining term being almost nine
years. -In most cases, these contracts provide for adjustint- 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
about 4%. The balance of Cleveland Electric's coal vas purchased on the spot

,

market vith culfur content ranging from less than 1% to 3.5%.,

;

In 1991, all of , Toledo Edison's coal requirements vere purchased under
long-term contracts, with the longest remaining tetm 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-tanges from less than 1% to 4%.

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 costs regardless -.of whether coal is actually delivered.
Included in those costs are emounts sufficient to 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
coal, Cleveland Electric must assume cert &in of Ohio Valley's debt and lense
obligations and may incur other expenses. Cleveland Elec t ric believes that
the cost of assuming such obligations and incurring such expenses vould not
have a material adverse effect upon its financial position. 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 vill 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 about 75%-85% of the annual
coal needs et the Hansfield Plant. The contract runs through at least the end
of 1999. and the price of coal is adjustable to reflect changes in labor,
materials, transportation and other costL The CAPCO Group companies have
guaranteed, severally and not jointly, the debt and lease obligations incut ted
by Quarto to develop, equip and operate two of the mines which supply the
Hansfield Pl an t -. 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 Cleveland Electric vas S40,644,000

,

and by Toledo Edison was $23,729,000. Centerior,- Cleveland Electric and
Toledo Edison expect that Quarto revenues from sales of coal to the CAPCO
Group companies vill continue to be sufficient for Quarto to meet its debt and
lease obligations.

The Operating Companies' least cost plan for complying with the Clean Air Act
Amendments to be filed with the PUC0 in 1992 (see Note 3 -)) calls for greater
use of lov-sulfur coal and less use of high-sulfur coal. Bida have been
received for an adequate supply of lov-sulfur coal at prices not significantly
different than the current price of coal which vould be replaced. The only
long-term coal _ contract affected by the Clean Air Act Amendments is Cleveland
Electric's contract with 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
t'rminated.

-Nuclear. The acquisition and utilization of nuclear fuel involves six dis-
tinct steps: (1) supply of uranium oxide rav material, (ii) conversion to
uranium hexafluoride, (iii) enrichment, (iv) fabrication into fuel assemblies,
(v) utilitation as fuel in a nuclear reactor and (vi) storing and reprocessing
or. disposing of spent fuel. The Operating Companies have inventories of rav
material sufficient to prov'de nuclear fuel through 1995 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-yeat contract with the
DOE vhich vill supply all of tho'needed enrichment services for their nuclear
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 0% in 2000 and 2001. The additional required enrichment
services are available. Substantial additional fuel vill have to be obtained
in the future over'the remaining useful lives of the units and if Perry Unit 2
is -completed. There is a plentiful supply of uranium oxide raw material to
meet the industry's nuclear fuel needs.

- 19 -
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Spent fuel reprocessing is not comn.ettially available in the United States
0!!-site disposal of spent nuclear fuel is also unavailable, but the CAPCO I
Group companies have conttacts with the Dol: which provid" tot the future

]acceptance of spent fuel for disposal b,' the federal govetnment. Pursuant to
the Nuclear Vaste Policy Act of 1902, the Pedetal government has indicated it )
vill begin accepting spent fuel from utilities by the year 2010. On-site i
storage capacity at Davis-Besse and beaver Valley Unit should be sufficient i

through 1996 and 2010, respectively. On-site storage capacity at the Petty
'

Plant should be sufficient through 2007 for Petty Unit 1. Any additional
storage capacity needed for the period until the government accepts the fuel
can be ptovided for either on-site or off-site by the time it 11 needed.

011. The Operating Companies each have adequate supplies of oil and fuel for
tisir oil-fired electric generating units which are used ptinarily ar reserve
and peaking capacity.

Qt
s
#
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EXECtfTIVE OFFICERS OF THE RECISTRANTS AND THE SFRVICE COMPANY
i

Set inrth below are the names, ages as of March 15, 1992, positions and briel
accounts of the business experience during the past five years of the execu-
tive officers of Centerior Energy, the Service Company, Cleveland Electric and
Toledo Edison. Positions currently held are designated with an asterisk (*).

C,enterior Energy Executive Officers

Business Experience Effective Date
Ae (Positions as Indicated) of Position _Name E

Robert J. Parling SS * Chairman of the Board and March 1992
Chief Executive Officer of
Centerior and the Service
Company

Chairman of the Board and Febr uary 1989
Chief Executive Officer of
Cleveland Electric

* President of Centerior October 1988
Chairman of the Board and October 1988

Chief Executive Officer of
Toledo Edison *

* President of the Service July 1988
Cenpany

President of Cleveland April 1986
Electric

Executive Vice President of February 1986
Centerior

Murray R. Edelman 52 * Executive Vice President- April 1990
Power Generation of the
Service Company

*Fxecutive Vice President of July 1988
Centerior

President of Toledo Edison oaly 1980
Vice President-Nuclear April 1986

of the Service Company and
Senior Vice President-Nuclear
of Cleveland Electric

!
!
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4S '
,m, 1

Business Experience. Effective Date ;

i{a,ge Age (Positions as Indicated) of Positions

,

t
L kb LKr, X Mccdots 57- * Executive Vice President of April 1990 :0> '

Centerior and * Executivet

d4' = Vice President-Finance &,,
|fie Administration of theL, ' ,

Service Company
'!&: *Vice President and Chief April 1990 j

Financiel Officer of Cleveland
|Electric and Toledo Edison

Senior Vice President-Finance April 1988 |of Centerior
Senior Vice President-Finance April 1986 |

of the Service Company i

Vice President-Pinance of February 1986 i

Centerior

Lyman C. Phillips 52 * Executive Vice President- April 1990 '

Customer Operations of the
Service Company.and * Chairman

-i

of the Board and Chief '
-

Executive Officer of Toledo
Edison and * Chief Executive ,

Offleer of Cleveland' Electric i

* Executive Vice President of July 1988
.

Centerior and * President of
Cleveland-Electric

Executive Vice President of June 1987
Toledo Edison and
Senior Vice President of
Centerior-

Senior Vice President- April'1986 -

Administration #of the
Service Company

Fred J. Lange, Jr. 42 *Eenior Vice President- March 1992
Legal, Human'& Corporate
Affairs

Vice President-Legal 6 April 1990
Corporate Affairs of

Centerior and the Service
Company'and *Vice President

[F-of Cleveland Electric and
Toledo Edison

Ceneral Attorney and Senior July 1989 ;

-Director of Governmental
Affairs of the Service
Company-

Assistant General Counsel 11ovember 1986
and Principal Corporate
Counsel of the Service
Company

.??-
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liusiness Experience Eficctive Date
Name [g (Positions as Indicated) of Position

Paul G. Dusby 43 * Controller of Cleveland April 1990
,

Electt le and Toledo Edison
* Controller of Centerior April 1988
* Controller of the Service June 1986

Company

Gary M. llavkinson 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 Centerier February 1986

E. Lyle Pepin 50 * Secretary of Cleveland October 1988
Electric and Toledo Edison

*Secr etary of the Service April 1986
Company

* Secretary of Centerior February 1986

Service Company Executive Officers

Business Experience (Positions
Vith the Service Cornpany Effective Date

Name A Unless Otherwise Indicated) of Positiony
_

Robert J. Farling SS * Chairman of .he Board and March 1992
Chief Executive Officer

* President July 1988
See listing under Centerior
Energy Executive Officers
for additional business
experience.

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
F2 nance I, Administration

See listing under Centerior A

Energy Executive Officers '

tfor additional business
experience.

,

.
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;

Business Experience (Positions
Vith the Service Company Effective Date

Name Age Unless Othervise Indicated) _of Position
,

-

i
Lyman C. Phillips .52 * Executive Vice President- April 1990 !

Customer Operations '

See listing under Centerior
Energy Executive Officers ;

-for additional-business '

experience.

-Richard P. Crouse $2 *Vice President-Fossi: April 1990
Operations

Senior Vice President of April 1988 *

Toledo Edison
Vice President-Possil August 1987

'

Engineering & Operations
Senior Vice. President, June 1986 !Engineering & Operations

,
- of Toledo Edison -

Gary J. Greben .54 *Vice President-Transmission April 1990 "

and Distribution
Enginecting & Ser" ices

Vice President-Marketing July 1987
of Cleveland Electric

,

Manager-Business Ventures November 1984
of Cleveland Electric

cJacquita K. Ilauserman 49 *Vice President-Customer April 1990
Service &_ Community-

|
Affairs *

Vice President-Administration October 1988 I

of Cleveland Electric
Director-Consumer Services April 1986
Dept. of Cleveland Electric

Alvin Kaplan 53 *Vice President-Eystem April 1990
Engineering & Control

Vice President-Nuclear December 1987
of Cleveland:Elcetric

Vice President-Nuclear February 1984
Operations Division ;

of Cleveland Electric

~ Fred J..Lange, Jr. 42 * Senior Vice President- March 1992
Legal.. Human =& Corporate
Affairs

See listing under Centerior -

Energy Executive Officers
for additional-business
experience.-

i
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Business Experience (Positions
Uith the Service Company Effective Date !

Name Ag Unless Otherwise Indi_cated) of Position !

'

John S. Levicki $2 *Vice President-Human April 1990
Resources & Strategic
Planning

Vice President-Public October 1988
Affairs & Rates

Vice President-Finance, January 1988
Administration 6 Legal of
Cleveland Electric

s Vice PresiAant-Finance & April 1986 !

Administration of Cleveland . i,

Electric |

Terrence G. Linnert- 45 *Vice President-Legal and March 1992
General Counsel i

General Counsel and Hay 1990' |
Director-Legal Services
Dept. -

c General Counsel- . July 1989 ,

Principal Counsel June 1987 .

'

Senior Corporate Counsel January 1987 !

Senior Corporate Counsel June 1984 >

at Cleveland Electric

Michael D. Lyster 48 *Vice President-Nuclear- April 1990 _;
Perry |

General Manager-Perry March 1988 .

Plant Operatic.s Dept. ,

of Cleveland Electric
Director-Perry Plant- December 1987 ;

Oper' 'ons Dept. of '

Cle- 4d Electric ,

Manage..rerry Plant- October 1984
'

-Operations Dept. of ,

Cleveland Electric

David L. Monseau 51 *Vice President- April 1990 $
Transmission &-
Distribution Operations

n Vice President-Customer Sentember 1987
Operations of Toledo
Edison

Director-Human Resources April 1986
,

Dept. of the Service t

Company *

f

--

-
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I

H !

Business Experience (Positions
Vith the Service Company Effective Date

Name Age- Unless 'Othervise Indice ted}_ of Position

Thomas H. Quinn $2 *Vice President-Marketing April 1990
Vice President-Marketing September 1987

of Toledo Edison
General Manager-Consumer August 1986

Services Dept. of Toledo
Edison

Donald H. Saunders 56 *Vice President t.ad * President April 1990
of Toledo Edison

Vice President-Administra- January 1990
tion & Governmental Affairs i

of Toledo Edison
Vice President-Finance & July 1986. j

Administration of Toledo
-|Edison

Donald C.-Shelton 58 *Vice President-Nuclear- . April 1990
Davis-Besse

Vice President-Nuclear August 1986
of Toledo Edison

Paul G. Busby -43 * Controller June 1986
See listing under Centerior

,

Energy Executive Officers
r for additional business

,

expe,rience.

' GaryIH. Hawkinson 43 * Treasurer April 1986 E

'

See listing under Canterior
Energy-Executive Officers

far additional business
experience.

.

E. Lyle Pepin 50 * Secretary April 1986
LSte listing under Centerior

Energy Executive Officers !-

for additional business
experience.

.

'

.,

t
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I
1

Cleveland Electric Executive Officers
4'

'

Business Experience (Positinns i

Vith Cleveland Electric. Effective Date I

c liame Age Unless Otherwise Indicated). of Position |
Lyman C. Philll}s $2 * Chief Executive Officer April 1990

* President
.

July 1988
_ !See listing under Centerior

,

Energy Executive Officers ;
'for additional business

experience. !

Fred J lange, Jr. 42 *Vice President April 1990 |
See listing under Centerior |

Energy Executive Officers .

for additional business :
'experience.

Edgar ~H. Hautans $7 *Vice President and Chief April 1990
Financial Officer '

See listing under Centerior i
,

Energy Executive Officers ,

for additional business >

experience. {
. Paul G. Busby 43 * Controller Apri.1 1990 !

:See listing under Centerfor i

Energy Executive Officers i

for additional business-
experience. 1

Gary H. Hawkinson 43 * Treasurer April 1990
See listing under Centerior i-

. = Energy Executive Officers
for additional business
s.xperience. !

"
.

. ,

E.;Lyle Pepin 50 * Secretary October 1988
|

See listing under Centerior
Energy Executive Officers
for additional business .

experience.

.

9

$
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<

Toledo Edison Executive Officers

Business Experience (Positions
Vith Toledo Edison Effective Date

Name Age unless Othervise Indicated) _of Position -

Lyman C. Phillips 52- * Chairman of the Board and April 1990
. Chief Executive Officer

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

Donald'll.-Saunders 56 * President April 1990
iSee listir.g under Service !

Company Executive Officers
.

for additional business
experience.

Fred:J._Lange, Jr. 42 *Vice President April 1990
-See listing under Centerior

'

Energy Executive Officers ,

for additional business '

experience. i
1

Edgar 11. Maugans 37 *Vice President and Chief April 1990 !

Financial Officer *

See listing under Centerior
Energy Executive Officers i
for additional business '

experience. *

. Paul G. Busby 43 * Controller Atril 1990 [See' listing under Centerior -'
'

Energy Executive' Officers
,

for additional business ;

experience.

Gary M. Hawkinson 43 * Treasurer April 1990'

See listing under Centerior
Energy Executive Officers '

for additional business
experience. '

f

?

j !

i

*

t

!
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1

Business Experience (Positions
Uith Toledo Edison Effective Date -

Name Age _ Unless Otherwise_ Indicated) of losition
|

'

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 Cornpany, ;

Cleveland Electric and Toledo Edison are elected annually for a one-year term :
_

by the Board of Directors .of Centerior, the Service Company, Cleveland '

Electric or Toledo Edison, as the case roay be. j

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

.

.

|

i
i

I
e

[
>

5

.

$
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ltem 2. Pr oper t ies

CIWP.RAL
.

The Centerior System

The vholly owned, jointly owned and Icased electric generating facilities of
the Operating Companies in commerewal operation as of December 31, 1991 pro-
vide- the Centerior System- vith a net demonstrated capability of 6,607,000
kilovatts during the vinter. These facilities include 28 generating units |
(4,390,000 kilovatts) at seven fossil-fired steam electric generation sta-

|tions; three nuclear generating units (1,85?,000 kilovatts); a 305,000 kilo- ,

vatt share of the- Seneca Plants seven combustion turbine generating units |

(135,000 kilovatts) and one diesel generator (4,000 kilovatts). All of the
Centerior System's generating facilities are located in Ohio and Pennsylvania. I

i

The Centerior System's net 60-minute peak load of its service area for 1991
vas 5,361,000 kilowatts and occurred on August 29. At the time of the 1991
peak load, the operable capacity available to serve the 1 cad was 6,453,000
kilovatts. The Centerior System's 1992 service area peak load is forecasted i

(o be 5,280.000 kilovatts, before demand-side management considerations. The
operable capacity expected to be available to serve the Centerior System's :

1992 peak is 6,463,000 kilovatts. -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 ovns the electric transmission and distribution facili-
ties located in its respective service area. Cleveland Electric and Toledo .

Edison are interconnected by 345 kV transmission facilitiet, some portions of '

vhich are ovned and used y Ohio Edison. The Operating Companies have a long-
term contract with the CAPC0 Group companies, including Ohio Edison, relating
to ti:e use of these facilities. These interconnection facilities provide for
the interchange of pover betveen the two Operating Companies. The Centerior
System is-interconnected vith- Ohio Edison, Ohio Power, Penelee and Detroit '

Edison.

Effective May 1, 1991, the FERC approved an agreement between Cleveland
Electric and GPU under which Cleveland Electric vould sell the pover from its
305,000-kilovatt share of the Seneca Plant-to two sunsidiaries of CPU through
1993. l'or the same time- period, Toledo Edison has entered into - separate
agreements with Consumers Power and Detroit Edison under which Toledo Edison
vould purchase 312,000 kilowatts from their Ludington Plant. Toledo Edison-
vould then sell to Cleveland Electric power equivalent to the amount-that
Toledo Edi;on purchases from-the Ludington Plant. The net result of the power
purchase aad sale agreements is economically beneficial for Cleveland Electric
and ecoriomically neutral for Toledo Edison.

Cleveland Electric

The vholly owned, jointly-ovned-and leased electric-generating facilities of
Cleveland - Electric in commercial operation as of December-31,-1991- provide a
net denenstrated .apability of 4,588,000 kilowatts during the vinter. These
facilities- include 21 generating units (3,197,000 kilowatts) at five fossil-_

|.

.-

I
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fired _ steam electric generation stations: its share of thace nuclear generat-
ing units (1,024,000 kilovatts); a 305,000 kilowatt share of the Seneca Plant;

'
two combustion turbine generating units (58,000 kilovatts) and one diesel gen-
erator (4,000 kilovatts). All of Cleveland Electric's generating facilities i

are located in Ohio and Pennsylvania.

iThe net 60-minute peak load of Cleveland Electric's service area for 1991 was
3,886,000 kilowatts 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 kilowatts. Over the 1992-1994 period, Cleveland Electric
forecasts its operable capacity margins at the time of its projected peak
loads to range from 14% to 17%.

Cleveland Electric ovns the facilities located in the area it serves for !
transmitting and distributing pover_to all its customers. Cleveland Electric
has. interconnections sith Ohio Edison, Ohio Power and Penelee. The intercon-
nections with Ohio Edison provide _for the interchange of electric power with
the other CAPC0 Croup companies and for transmission of power from the tenant-
in-common ovned or leased CAPCO Group Eenerating 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 with other utilities.

Cleveland Electric has interconnections with each of the municipal systems
operating within its service area.

Toledo Edison

The wholly ovned, 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 --vinter. These i

facilities include nine generating units (1,193,000 kilovatts) at three
' foss 1-fired steam electric generation stationst i ts share of three nuclear
generating units (829,000 kilowatts) nd five combustion turbine generating
_ units (77,000 kilovatts). All of Toledo _ Edison's generating facilities are

_

located in Ohio and Pennsylvania.
'

The net 60-minute peak load of ' Toledo Edison's 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 kilovatts. Toledo Edison's 1992 service
area peak' load is forecarted to be_ 1,510,000 kilowatts, before demand-side
management considerations. The operable capacity, which includes the effect
of firm sales, expected to be available to serve Toledo Edison's 1992 peak is ,

1,726,000 lilovatts, 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%.

Toledo Edison owns the facilities located in the area it serves for trans-
mitting and distr}buting power to all its customers. Toledo Edison has
interconnections vith Ohio Edison, Ohio Power and Detroit Edison. The in-

terconnection vith Ohio Edison provides for-the interchange of electric-power
,
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vithL-the other CAPCO Group companies and for transmission of power from the
tenant-in-common ovned or leased CAPC0 Group generating units as well as for
the interchange of power vith Cleveland Electric. In addition, these inter-
connections provide the means for the interchange of el*ectric power with other
-utilities.

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

TITLE TO PR0pERTY

The generating plants and other principal facilities of the Operating
Companies are located on land ovned in fee by them, except as follovst |

|(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. Hansfield Plant located in Shippingport, Pennsylvania.- Cleveland
Electric and. Toledo Edison lease from others for a term of about 29-1/2
years starting on October 1, 1987 an 18.26% undivided tenant-in-common i

interest in Beaver Valley Unit 2 located in shippingport, Pennsylvania.
Cleveland Electric and Toledo Edison own another 24.47% interest and

"

1.65% interest, respectively, in . Beaver Valley Unit 2 as a tenant-in-
common. Cleveland Electric and Toledo Edison continue- to own as a
tenant-in-common the land. upon which the Hansfield Plant and Beaver !Valley Unit 2 are located, but have leased to others certain portions of
that land relating to the above-mentioned generating unit-leases.

(2) Most of the facilities of Cleveland Electric's Lake Shore Plant are
situated on artificially filled land, extending beyond the natural shore- *

line of Lake Erie as it existed in 1910. As of December 31, 1991, the
cost of Cleveland Electric's facilities, other than vater intake and
_ discharge facilities, located on such artificially filled land 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 powers of the 3United- States, the public rights of navigation,- vater commerce and i

fishery and the rights of upland owners to whatf~out or fill to make usee

of 'he_ vater. The State is required by statute, after appropriate pro-
ceedings,- to grant a Icase to an upland ovner, such as Cleveland'Elec--

tric _ vhich erected and maintained facilities on such filled lare prior
to October 13, 1955. Cleveland Electric does not have such a lease from
the' State with respect.to the artificially filled land on which its Lake

: Shore Plant facilities are located, but' Cleveland Electric's position, on i

advice 'of counsel 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 on' 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 Electric -holds permits, under -Federal statutes
relating-to navigation, to occupy t>ch artificially filled land.

,
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(3) 1he~ facilities of Cleveland Electric's Seneca Plant in Varren County,
Pennsylvania, are located on land ovned by the United States and occupied
by Cleveland Electric and Penelee pursuant to a license issued *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 vater intake and discharge facilities at the electric generating
plants- of Cleveland Electric and Toledo Edison located along Lake Erie,
the Haumee River and the Ohio River are extended into the lake and rivers
"nder 'their property rights as owners of the land above the vater line
and pursuant to permits under Federal statutes relating to navigation.

(5) The transmission systems of the Operating Companies are located on land,
easements or rights-of-vay ovned by them. Their distribution systems
also are located, in part, on interests in land oened by them, but, for
the most part, their distribution systems are located on lands ovned by
others and on streets and highways. In most cases, permission has been
- obtained from the apparent owner of the property or, if the distribution
system is located on streets and highways, from the apparent ovner 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 Hansfield Plant and Beaver Valley Unit 2 are not ovned by
Cleveland Electric or Toledo Edison.

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

The fee _ titles which Cleveland Electric and Toledo Edison acquire as tenant-
in common ovners, and the leasehold interests 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 ovners 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 Applicable to the operating companies.

-See " Item 1. Business--Environmental Regulation--Air Quality Control".

Vestinghouse Lawsuit. In April- 1991, the CAPCO Group companies filed a "

lavsuit -against Ver,tinghouse in the United States District Court for the
Vestern District of Pennsylvania. The suit alleges that Vestinghouse supplied
six steam generators _ for Beaver Valley Pover Station Units-1 and 2 which
contain| serious -defects, .particularly defects causing tube corrosion and
cracking. As a result of.the defective steam generators, the ovners of Unit 1
of the Beaver Valley Pover Station, in which the Operating Companies have no
interest, are incurring large unanticipated costs and the ovners of Beaver
Valley Unit 2 (which is identical to but never than Unit 1) are incurring
unanticipated costs which are expected to become larger in the future. Based
on information known at this time,-.it is expected that the steam generators -

,

vill have to be replaced vell short of the 40-year design life of each unit.
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The suit seeks corrective action, compensa tory darnages, punitive damages,
treble damages and reasonable attorneys' fees foi claims including breach of
contract, fraud, negligent. misrepresentation and violations of RICO.

Ger.e ral Electric Lawsuit. In August 1991, the CAPC0 Group companies filed
suit against General Electric in the United States District Court in
Cleveland alleging that General Electric provided defective design information

]relating to the containment vessels for Perry 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

i

construction of the Perry Plant. The suit seeks damages, interest and legal
'

4

fees in unspecified amounts for-claims including, among others, breach of ;
contract, fraud, negligent misrepresentation, negligent perfotmance of
services, deceptive trade practices and violations of RICO. As constructed, !
Perry Unit 1 is properly designed and safe and has consistently met or iexceeded the requirements of the NRC. j

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

CENTERIOR ENPRGY, CLEVELAND ELECTRIC AND TOLEDO EDISON

None.

! PART II
i

Item 5. Market for Registrants' Common Equity and Related Stockholder Matters

CENTERIOR ENERGY

Market Information i

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

1990 1991
~

i

M lav High 1. -

1st Quarter $21-1/8 S18 $19-7/8 $16 7/8
2nd Quarter 19-1/2 17-3/8 19-7/8 16-1/4
3rd Quarter 19-1/8 16-1/8 18-1/4 15 [

4th Quarter 18-1/2 16-1/2 19-7/8 17-5/8

Share Ovners

As of March 18, 1992, Centerior Energy had 175,250 common stock share ovners.
,

'
;

5

1

|

|
i

t

|
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Dividends

See Note 13 to centerior's Financial Statements for quarterly dividend pay-
ments in th? last tvo years.

.

See Centerior's "Hanagement'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.

1

-At December 31, 1991, Centerior had earnings retained in the business of about
t

fo69,000,000 and capital surplus of.about S1,964,000,000, both of which vere
available to pay dividends. Cleveland Electric and Toledo Edison can make
cash available for the funding of Centerior's common stock dividends by paying
dividends on their own common- stocks. .At December 31, 1991 Cleveland i

Electric had about S578,000,000 of retained earnings and about $1,319,000,000 I

of capital surplus and Toledo Edison had about $90,000,000 of retained earn-
ings and about S602,000,000 of capital surplus available under Ohio lav for ;

the_ declaration of dividends on their respective preferred and commen stock.s.
3

However, 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 its
mortgage indenture.-

CIEVELAND ELECTRIC AND TOLEDO EDISON

'Dividends - paid in 1991 on each of the Operating Companies' outstanding series
of prcierred stock vere fully taxable. The Operating Companies believe that
their preferred stock dividends vill-continue to be taxable in 1992 and 1993.

.

=The Operat!ng Companies' beliefs are based on present circumstances and on
assumption 9 about future events and circumstances, including an assumption
that their investment in Perry Unit 2-vill not be written off. .The Operating

,

Companias have made no projections with respect to the taxability of preferred
stock dividends beyond 1993. If Perry Unit 2 is canec11ed and recovery of the
Operating Companies'' investment in that Unit is not allowed and must therefore
be vritten off, it is likely that at'least a portion of the dividends paid in

_ _

the year in which such write-off were to occur vauld be a tax-free return of
'

capital. See Note 3(c).
'

The- infermation regarding common stock prices cod 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.

Item 6. Selected Financial Data

CENfi1RIOR ENERGY

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

!
I
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CLEVEIAND ELECTRIC

the information required by this Item it contained on Pages F-46 and F-47
attached hereto. -

TOLEDO EDISON

The information required by this Item is contained on Pages F-60 and F-69
attached hartto.

Item 7.____ Management's Discussion and Analysis of _ Financial Condition and
Results of Oper_atione

CENTERIOR ENERGY

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

CLEVELAND ELECTRIC

' nformation required by this Item is contained on Pages F-28. F-29 andThe i
F-31 attached heretc. *

TOLEDO EDISON

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

-Item 8. Financial Statements _and Supplementary Data !

CENTER 10R ENERGY

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

CLEVELAND ELILTRIC

-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-55 through F-67 attached hereto.

l'

|-

L

i
1
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,

Item. 9 . __ Changes- in and Disagreements Ulth Accountants on Accounting and
Financial'~ Disclosure

CENTER 10R ENERGY, CIIVE!AND ELECTRIC AND T011D0 EDISON

None,

t

PART III

Item 10. Ditectors and Executive Officers of the Registrants
__

CENTER 10R FNERGY

The information-required by this 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
" Executive. Officers of the Registrants and the Service Company" in Part I of
this report for information regarding the executive officers of Centerior !

Enettf.

Cl{VEIAND ELECTRIC

Set forth belov is the name and other directorships 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 report for information regarding the
directors and . executive officers of Cleveland Electric. The directors
received no_ remuneration in their capacity as directors. >

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

Edgar H. Haugans
,

(1992)

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

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

4

-37-

.;. ,. , - - - . . . - - - - . . - ..-. . . . -. . - . - . -- _ =



_ _ _ _ . _ _ _ _ _ - _

T01.EDO EDISON

Set forth belov is the name and other directorships held, if any, of each
director of Toledo Edison. The year in which the director was first elected
to Toledo Edison's Board of Directors is set forth in parentheses. Reference
is made to " Executive Officers of the Registrants and the Service Company" in
Part I of this report for information regarding the directors and the
executive officers of Toledo Edison. The directors received no remuneration
in their capacity as directors.

Robert J. Farling*

Mr. Far]Ang is a director of National City Bank. (1988)

Edgar H. Haugans
(1992)

Lyman C. Phillips

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

Donald 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 to the information concerning compensation of directors on Page 9,
and the information concerning empleyee stock plan tesnsactions of executive
officers on Pages 18 through 20, of Centerior's det.nitive proxy statement
dated March 6, 1992.

SALARIES AND INStJRANCE

Centerior' Energy. Cleveland Electric and Tcledo Edison

-Centerior 'has an Incentive, Compensation Plan which provided that cash
incentive compensation avards of up to 10% of base salary could be made to
vice presidents and above based on performance. Beginning in 1991, that plan
was amended to provide both short-range and long-range compensation to
management based on the achievement of individual and corporato goals.
Incentive avards under the revised plan vill be made in two approximately
equal components - a cash component payable at the time an incentive award is
made and-a deferred cash component payable five years later. The total avard
vill- be limited to more than 10% to 25% of base salary for target goal.,o

performance' depending on the level of the employee. Performance above or
belov these goals ea,ns incentives proportionally higher or lover than the
target amount established-for each participant.

.
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The deferred cash component is avarded in the form of Deferred Incentive
Units. The number of Units is determined by dividing the deferred cash amount
by the average of the high and lov trading prices of Centerior common stock

;

for the 32-veek period ima.ediately preceding the award,date. Units accrue

earnings at a rate equivalent to the dividend rate paid on common stock which
are then converted to additional Units. The Units vest five years after the
award date and are paid in cash. The conversion to cash is determined by

multiplying the number of Units by the average of the high and lov trading

prices of common stock for the 32-veek period immediately preceding the con-
version date. If a participant leaves for reasons other than death,

disability or retirement prior to the conversion date, the Units are

forfeited.

In 1991, only vice presidents and above vere eligible to participate in the

plan. The Human Resources Committee of the Centerior Board of Directors
administers the plan and establishes the goals and awards for those partici-
pants, subject to approval by the Board. Effective January 1, 1992, the plan

vac amended to include employees at the department head level throughout the
Centerior System. The Human Resources Committee administers the plan and -

establishes the goals and awards for these employees.

The following information summarizes (1) compensation paid by the Centerior
System to the five highest paid executive officers of Centerior Energy for
services rendered in all capacities in 1991 while an executive officer of
Centerior Energy, the Service Company, Cleveland Electric or Toledo Edison and
(2) the aggregate compensation paid by the Centerior System to all executive
officets of Centerior Energy, the Service Company, Cleveland Electric or

Toledo Edison as a group for such services:

Cash Compensation
Salaries and
Incentive Deferred

To Vhom Paid and Principal Compensation Incentive

Capacities in Vhich Served (1)(2) (3) Other (4) Compensation

Richard A. Miller S 558,016 $ 7,271 $ -

Robert J. Farling 304,016 4,516 26,000

Lyman C. Phillips 252,223 3,852 21,000 -

Murray R. Edelman 247,926 3,809 20,000
Edgar H. Maugans 220,152 3,391 21,000
All 19 executive officers of the

Service Company (including the
above officers) as a group 3,442,718 60,305 210,000

All 9 executive officers of
Clevelar.d Electric (including

the above named officers) as a
group 2,000,176 32,489 99,000

All 10 executive officers of
Toledo Edison (including the
above named officers) as a group 2,119,441 34,567 110,000
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(1) The five named officers are included for Cleveland Electric and Toledo
Edison regardless of whether they are officers of Cleveland Electric or
Toledo Edison because they are key policymakers for,the centerior System.

(2) Data are included 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 thatperiod.

'

(3) Includes the cash component of Incentive Compensation awarded 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 tothe 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 vere paid in 1991. In addition, Centerior
;

provides additional compensation to certain executive officers to purchaseother employee benefits.
.

I

Centerior _has _a deferred compensation plan under which Centerior- System
employees designated by the Human Resources Committee of Centerior's Board ofDirectors may elect to defer the receipt of up to 25% of salary ~and up to all
incentive _ compensation.until a year selected by the employee not later than
the year in which the employee attains age 70 or, if it occurs earlier, atretirement, 12 months after death or at other termination of employment. ;

Amounts deferred by executive officers in 1991 have been included in the cash '

,

compensation' table.
-

PENSION PLAN BENEFITS I

Centerier System employees, including officers of Cleveland Electric and
Toledo Edison, are covered by Centerior's pension

>

program. Tbc pension pro-
is a noncontributory fixed-benefit program which-provides benefits upon

.

gram -

-retirement at or after age 55. The annual amount of the pension is based pri-
marily upon the. monthly average straight-time salary.and incentive compensa-

~

tion in,the 60 consecutive highest _ paid months (" covered compensation")-andthe_: number of years of service. The resulting benefit is reduced by a
(based on the number of yects of service) of the average FICA vagepercentage

base. The pension is reduced-in the event of retirement prior to age 62 andin certain cases prior _to age 65. Appropriate reductions are made if the
employee - elects a joint and - survivor, guaranteed years certain, lump sum orother form of pension in place of payments for life. To the extent limitsimposed- by Federal law apply to reduce a pension which othervise vould be
payable under the pension program, the-amount of the reduction vill-be paid,

,

as permitted by Federal lav, directly by Centerior. The-following table shovs
the annual amount of. payment-for-life pension payable to-salaried- employees

=vho retire under the pension program at or after age 62 at stated levels of
covered compensation and years of service:

--
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Coveted Years of Service
Compensation 30 35 40

$150,000 ............. S 78,041 S 81,544 $,85,048
200,000 .............- 105,041 109,794 114,548
250,000 .............- 132,041 138,044 144,040
300,000 ............. 159,041 166,294 173,548
350,000 ............. 186,041 194,544 203,048
400,000 ............. 213,041 222,794 232,548
450,000 ............. 240,041 251,044 262,048

Centerior Energy, Cleveland Electric and Toledo Edison

The following table sets forth the years of service and the covered compensa-
tion as of year-end 1991 of the five highest paid executive officers of
Centerior Energy, Cleveland Electric and Toledo Edison:

i

Years of Covered
Executive Officer Service Compensation

Rivhard A. Miller 31 $413,129
Robert J. Farling 32 2?7,709

'

1.yman C. Phillips 30 202,049
Hurray R. Edelman 30 194,755
Edgar 11. Maugans 35 174,874

EMPLOYEE ST0CK PLAN TRANSACTIONS ,

(a) Employee Purchase Plan

All employees, including officers, of Centerior, the: Service Company,

Cleveland Electric (and its particip .ing subsidiaries) and Toledo Edison
are eligible to participate in the Purchase Plan. A participant may
contribute to purchase U.S. Savings Bonds up to 100% of his straight-time

L pay less (1) payroll withholding tax and 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 15% below
the fair market value on the semiannual dates of purchase, March 15 and
September 15. The Bonds and common stock are distributed to the
participant immediately after purchase. Centerior's contribution into- '

the Purchase Plan 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.

Cleveland Electric and Toledo Edison

in 1991, . Edgar' 11. Haugans purchased a total of 439 shares at an aggregate
purchase price of $6,475.25. .The aggregate market value of the stock on -

the purchase date was-$7,517.88. None of the other eight executive

officers of Cleveland Electric nor the other nine executive officers of
Toledo Edison acquired Centerior common stock through the Purchase Plan
in 1991.

|
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(b) Employee Savings Plan

All employees, including offleers, of Centerior, the Service Company,
Cleveland Liectric (and its participating subsidiaries) and Toledo Edison
may participate in the -Savings Plan by means of payroll dedactioncontrib"tions. The Savings Plan consists of two parts: the After TaxPert and the Defore Tax Part. -The After Tax Part- receives aparticipant's - contributions. after they have been taxed as pay. The

i

j

Before Tax Part receives a participant's contributions before they have
been taxed at *syt however, they vill be taxed when withdrawn from the

'

Savingr Plan. ,

'

The combined maximum employee contribution into both Parts of the Savings (Plan is- 16% of pay._ A participant may contribute up to 6% of hisstraight-time pay as a Basic Contribution and up tu another 10% as a ,

Supplemental Contribution into the After Tax and Before Tax Parts com-
bined. The minimum contribution is 14 of pay. Centerior contributes out

.

'

of_ current income or retained earnings an amount equal to 50% of theemployee's Basic Contribution. Contributions of highly compensated
employees and Centerior's matching contributions are reduced when neces- ',

'

sary to keep the contributions within the limits of Federal tax lav.
.

Contributions- are placed in a tax-exempt trust administered by a corpo--

rate trustee. The trust- invests-in (1) Centerior common stock. (2) adiversified group of common stocks, excluding Centerior common stock and
(3) fixed-income debt or stock investments, which currently are deposits (
under insurance company contracts at fixed rates of interest. A partici-
pant.may allocate his_ contributions into the three funds in such portions '

as he designates. Centerior Stock Fund contributions and earnings areinvested 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 eart.ings
thereon become 100% vested in the participant after the participant makes
at least 36 months of contributions in the After Tax Part, but become
-inmediately vested in the Before Tax Part. Effective January 1, 1992,

,

the Savings Plan _vas amended to allow participants to borrow up to thelesser of 50% of their vested account balances (excluding. vested
Centerior contributions made during the current year and the prior twocalendar years) or $50,000.

-

Cleveland Electric and Toledo Edison

The following table presents information relating to Centerior's 50%
matching _ contributions for_ executive officers of Cleveland Electric and
Toledo Edison under the-Savings Plan during 1991:

;

f
,

d
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Centeriorn .

. Contributions!- Enecutive Officer

Richard A. Millet S 2,500
*

Robert J. Farlir.g 8,609~
Lyman C. Phillips 2,491
Murray R. Edelman 3,333
Edgar H. Haugans 1,529

- All 9 executive j

officers of Cleveland '

Electric (including the
above named officers)
as a group 27,947 )

iAll 10 executive
officers of Toledo -

'

Edison (including the
above named officers)
asia group 31,169

(c) 1978 Key Employee Stock Option Plan

- Prior. to becoming a subsidiary of Centerior, options to buy Cleveland ,

'Electric common stock vere granted at various times by Cleveland Electric -

- to certain of its key employees pursuant to i ts 1978 Key Employee Stock
_0ption Plan.= Vhen Cleveland Electric became a subsidiary of Centerior,
the plan vas changed _to provide for the tale 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. grant?d
under the plan.

Cleveland Electric and Toledo Edison .

'

l
'

The' following table presents _information relating to the-exercise of. i

options -by|the' eligible-executive officers of Cleveland Electric and ' t

Toledo Edison ~under the 1978 Key Employee Stock Option Plan during 1991:

Optiorn Exercised
Excess of .

Market Value L
*

Number of Over
Executive Officer Shares Exercise Price

Richard A. Hiller '13,875 $41,733 ' ;

Robert J. Farling 4,000- 14,940-

Hurray R. Edelman 4,440 19,636
: Edgar 11. Haugans 6,660 28,122 <

All 5 eligible executive
' officers (including the-
above-officers) as a group 28,975 104,431

,

S

'
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(d) Employee Stock Ovnership_ Plan !
;,

Under theIToledo Edison Employee Stock Ovnership Plan, enmmon stock of '

Toledo Edison vas.-and since 1986 Centerior common' stock is, allocable to
the accounts of all eligible employees of Toledo Edison in proportion to ;

their compensation from Toledu Edison. * ' io Edison made ontributions
,

!in 1977, 1984, 1986 and 1988, in each caos for the preceding tax year.Participants are always fully vested in 'he common stock credited to #

<

their accounts. Upon the affiliation of Cleveland Electric and Toledo
;Edison, the Toledo Edison common stock in the plan vas converted into '

centerior common stock.

tClevelani Electric and Toledo Edison
,

At December 31, 1991, under the Employee Stock ovnership Plan, 589 shares '

of Centerior common stock vere held in the account of Lyman C. Phillipsand 1,337 shares were held in the accounts of the three- cligible
Cleveland Electric executive ci!icers (including Mr. thillips) as a
group and 1,986 shares were held in the accounts of the four eligible
Toledo Edison executive officers (including Mr. Phillips) as a group.

,

Item 12. Security Ovnership of Certain Beneficial Ovners and Management '

CDfTERIOR ENERCY

The following table sets forth the beneficial ownership of Centerior common
!steck .by.indiviCu 1 directors of Centerior and all directors and officers of

Centerior Energy .d the Service Company as a group as of February 29, 1992:

Name of Beneficial Number of Common
Owner

Shares Ovned (1}
-Richard P. Anderson 1,214

tAlbert C. Bersticker 1,000
Leigh-Carter 2,257
Thomas A. Commes 5,000 ,

Vayne R. Embry 1,000
'w.t J. Farling 31,169 (2) *

Rnaert'N. Ginn 32,071
George H. Kaull 4,752
Richard A. Miller i38,606 (2)
Frank E. Hosier 1,337
Sister Mary Harthe Reinhard, SND 2.220 (3).Robert C.-Savage 1,000
Paul H. Smart 3,527
Villiam J.=V1111ams 1,386-
All directors and officers

.as a group. 219,762 (2) -

r

,
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(1) Beneficially- ovned shares 3"alude any shares'with respect to which voting
'or investment power- is ra:'.ributed to a- director or. officer . because of

'

. joint or' fiduciary ovnership of.the shares or relationship to the record
owner,- such as a spouse, even_though the_ director or: officer dees not
consider -himself or_herself the beneficial ovner. On February 29, 1992,
all directors and officers;of Centerior_ Energy and the Service Company as-
a__ group vere. considered ~toiovn-beneficially- 0.2%Lof ;enterior's common
stock and none.of- the-preferred stock of Cleveland Electric and Toledo

1 Edison, except- for one_ officer .who ovns 50-shares of Toledo Edison
preferred stock. Certain' directors and officers disclaim beneficial-
ownership of some of those shares.

(2) Includes the following numbet -of shares which ate not ovned but could ;

.have been purchased within 60 days after February 29, 1992 upon exercise
of options-to purchase shares of Centeri' common stockr Mr. Farling -

17,730; Mr.- Miller - 15,333; and all other of ficers as a group - 46,544.
None of those options have been exercised as of March 27, 1992 vitn the
exception oi 7;564 which were exercised by Mr. Miller on March 2, 1992.

(3) Ovned by the Sisters of Notre Dame.

CLEVELAND ELECTRIC

Individual directors of Cleveland Electric and all -directors and officers of
Cleveland -Electric as a group as of March 15, 1992 beneficially v.ned the
~following number of shares of Centerior common stock on February 29, 1992:

i
?

' Name of Beneficial Number of Cominon
Ovner Shares Ovned (1;

Robert J. Farling .31,169 (2)
Edgar H,~Maugans 10,068 (2)

-Lyman C. Phillips. 2,695
All directors and_ officers

. 75,625 (2)as a group

:(1) Beneficially .ovned shares include any_ shares with respect.to which voting
or investment power is- attributed to a director;or officer because of
' joint or fiduciary ovnership of the shares or relationship to the record
ovner, such as a spouse, even though' the director or_ officer does not

-consider himself or_herself the beneficial _ ovner._ On February 29, 1992,
all directors and officers of Cleveland Electric as a group vere
-considered. to own beneficially'O.1% of Centerior's common stock and none
of ' Cleveland Electric's serial preferred stock, Certain directors and
officers disclaim beneficial ownership of some of those shares.

.(2) Includes. the following numbers of shares which are not owned but could
-

have been purchased within 60 days after' February 29, 1992_upon' exercise
of options to purchase shares of-Centeri=or-common stock: Mr. Farling -

17,730; Mr. Maugans --1,665; and all other officers as a group - 20,351.
None of those options have been| exercised as of March-27, 1942.'

o
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TOLEDO EDISON

Individualidirectors 6f Toledo Edison and all directors and of ficers of Toledo
Edison'as a group aslof March 15, 1992 beneficially owned the following number-
of: shares of Centerior common stock on February 29, 1992:

.Name of Beneficial ~ Number _of Common
Ovner Shares Owned (1)

Robert J. Parling 31,169 (2)
|Edgar it. Haugans 10,068_(2)

7LymanLC. Phillips_. 2,695
' Donald H. Saunders1 1,418
-All directors and officers

as a group 77,074 (2)

(1)_ Beneficially owned shares include _any shares with respect to which voting
or. investment power- is attributed to a director or officer because of
joint _ orLfiduciary ovnership 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 beneficial ovner. On February 29, 1992,
all directors and officers of Toledo Edison as a group vere considered to
own _beneficiallyL_0.1% of Centericr's common stock and none of Toledo

-Edison |s preferred stock. Certain directors and officers. disclaim bene-ficial ovnership of some of these 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 exercise
of options to purchase-shares of Centerior common stock: Mr. Parling -17,730; Mr. Maugans -- 1,665; and all other of ficers as a group - 20,351.
None of those options have been exercised as-of March 27, 1492.

Item 13. Certain Relationships and Related Transactions

CENTERIOR-ENERGY AND TOLEDO EDISON

- The. infotwation required by this . Item is incorporated herein by reference to
-Page 10 of: Centerior's: definitive proxy statement dated March 6,1992.

CLEVELAND ELECTRIC-

None.

PART IV

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

(a). Documents Filed as a Part of the Report-

1. Financial Statemeats:

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

,
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2.. Financial Statement Schedules:
1

Finanetall Statement- Schedules for Centerior Energy, Cleveland-
Electric and-Toledo Edison are listed in the Index_to Schedules. See

*

Page'S-1.-

3.- Exhibits:

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

-(b) . Reports on Form 8 K

Centerlar Energy,-Cleveland Electric and Toledo Edison filed one Current >

Report. on Form _ 8-K during.the fourth quarter of 1991. _ The Form 8-K,
=which" vas dated: October 11,--1991, - discussed under " Item 5. Other
-Events - 1. Regulatory and Accounting Matters" the filing with the PUC0 -

.of a joint-recommendation between the Operating Companies and customer
1 representative groups-relating to cartain accounting treatment requests
of the. Operating-companies and other matters.

,

f

i

-{r

.

I
i-

.

L

i
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SIGNATURES

Pursuant - t o the requirements 1 of Sec tion- 13 uor ~15(d)1 of t he Securi t ies Fxchange
A:t ci 1934,- the registrant has . duly caused- this report to -be signed on its

-behalf by the undersigned, thereunto duly authorized.

CENTERIOR ENERGY CORPORATION
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-
strant and in the capacities and on the date indicated:

Signature Title Date

Principal Executive 0fficer:
)*?0BERT J. FARLING Chairman of the Board, )

President and Chief ) -

._
. . Executive Officer )Principal Financial-Officer

)
* EDGAR H. MAUGANS "xecutive Vice )

President )Principal-Accounting Officer:
* PAUL G. BUSBY Controller )

LDirectors:
)

. RICHARD P. ANDERSON Director )
*

* ALBERT C. BERSTICKER Director )
- *LEIGH CARTER . Director )
* THOMAS A. COMMES' Director ) March 27, 1992
*VAYNELR. EMBRY Director ).

:

* ROBERT J. FARLING Director )-
* ROBERT M. GINN DirectorL )
* GEORGE H. KAULL- Director' )

.

~ * RICHARD A. MILLER Director )
.

* FRANK E. MOSIER Director )-
*SR. MARY MARTHE REINHARD, SND- Director )
* ROBERT C. SAVAGE Director )
* PAUL-M.- SMART Director )

"

*VILLIAM'J. VILLIAMS- Director- -)

*By J.LT. PERCIO

JJ. T. Percio, At torr.ey-in-Fact
, . . .

|.
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SIGNATURES

Pursuant to the_ requirements of Section 13 or 15(d) of the Securitten Exchange
Act _of 1934, the registrant has _ duly caused-this report to be signed on its
behalf by the uadersigned _ thereunto duly authorized. "

THE CLEVELAND ELECTRIC ILLUMINATING COMPANY
Registrant

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

Executive Officer

Pursuant to the requirements of the Securities E.tchange Act of 1934, this re-
port has been signed below _by the following persons on behalf of the regi-
strant and in the capacities and on the date indicated:

Signature Title Date

Principal Executive Officer: )

*LYMAN C. PHILLIPS President and Chief ) ,

Executive Officer. )

Principal Financial Officer: )-

* EDGAR H. MAUGANS Vice President and )
Chief Financial ) -March 27, 1992
Officer )

Principal Accounting Officer: )

* PAUL G. BUSBY _ Controller )
*

Directors: )

' - * ROBERT J. FAP'ING- - Director )

'* EDGAR H'. MAUGANS Director -)

- *LYMAN C. PHILLIPS Director )

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

C
T

'
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SIGNATURES

Pursuant to the-requirements of Section 13 or 15(d) of the Securities Exchange
of-1934,-the registrant has duly _ caused this report to be signed on itsAct

' behalf by.the undersigned, thereunto duly authorized.

THE-TOLEDO EDISON COMPANY
Registrant

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

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

Signature Title Date

Principal Executive Officer:
)

-*LYMAN C. PHILLIPS Chairman of the Board )
and Chief Executive )
Officer )

-Principal ~ Financial Officer:
)

* EDGAR H. MAUGANS Vice President and )
Chief Financial )
Officer )

Principal Accounting Officer: ) March 27, 1992

* PAUL G. BUSBY Controller )

Directors:
)

* ROBERT J. FARLING Director )

* EDGAR H. MAUGANS- Director )

cLYMAN~ C. . PHILLIPS Director )

* DONALD H. SAUNDERS. Director )

*By J. T. PERCIO

J. T. Percio,_ Attorney-in-Fact
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Report ofIndependent PuNic Accountants
. . .

.

RTHlJR :
To the Share Owners a,.d Board of Directors of $$$
Centerior Energy Corporatiore g
We have audited the accompanying consolidated for each of the three years in the period ended
balance sheet and consolidated statement cf December 31, 1991, in conformity with generally
cumulative preferred stock- of _ Centerior Energy accepted accounting principles.

. Corporation (an Ohio corporation) and subsidiaries As discussed further in the Summary of Significantas of December 31,1991 and 1990, and the telated Accounting Pohcies and Note 12, a change was made
consolidated statements of income, retained earnings in the method of accounting for nuclear plant
and cash flows for each of the three years in the depreciation in 1991, retroactive to January 1,1991.
period ended December 31, 1991. These financial As discussed further in Note 3(c), the future of
statements and the schedules referred to below are the Perry Unit 2 is undecided. Construction has been
responsibihty of the Company's management. Our suspended since July 19S5. Various options are being jresponsibility is to express an opinion on these considered, including resuming construction, j- financial statements and schedules based on our converting the unit to a nonnuclear design, sale of all
audits.

. or part of the Company's ownership share, or
We conducted our audits in accordance with canceling the unit. Management can give no assurance

generally accepted auditing standarcis. Those when, if ever, perry Unit 2 will go in service or
standards, require that we plan and perform the audit whether the Company's investment in that unit and a
to obtain reasonable assurance about whether the return thereon will ultimately be recovered.
hnancial statements are free of material misstatement, Our audits were made for the purpose of formirr
An audit includes examining, on a test basis, an opinion on the basic hnancial statements taken as

= evidence supporting the amounts and disclosures in a whole. The schedules of Centerior Energy
the hnancial statements. An audit also includes Corporation and subsidiaries listed in the Index to
assessing the accounting principles used and Schedules are presented for purposes of complying
significant estimates made by management ; well as with the Securities and Exchange Commission's rulesevaluating the overall ' financial statement and are not part of the basic nnancial statements.
presentation. We believt that our audits provide a These schedules have been subjected to the auditing
reasonable basis for our opinion. procedurec applied in the audits of the basic financial

In our opinion, the financial statements referred to statements and, in our opinion. fairly state in all
above present fairly, in all material respects, the material respects the hnancial data required to be set
financial position of Centerior Energy Corporanon forth therein in relation to the basic hnancialand subsidiaries as of December 31,1991 and 1990, statements taken as a whole.
and the results of their operations and their cash flows

Cleveland. Ohio
-February 14.1992

Arthur Andersen & Co.

|

|

i(Centerior Energy.) F-2 (Centerior Energy)

_ _ ____ __



, . .-. .- - - .-. _- - ~. - . . - - -. - - - - . - - .

Surninary of Sig{lipcant Accoifnting Policies ,

, . . .

GENERAL . of fuel and purchased power expenw. The amounts
for prior years have also been :eclassihed to conform

ICenterior Energy Corporation (Centerior Energy) .is a with current reporting tequirements. See Note 13.
holding company with two electric utilities as
subsidiaries, The Cleveland Electric illuminating

FUEL EXPENSL.LCompany (Cleveland: Electric) and The Toledo
Edison Company (Toledo Edison). The consolidated The cost of fossil fuelis charged to fuel expense based

f financial statements 'also include the accounts of ; on hventory usage. The cost of nucMar fuel,
. Centerior Energy's other wholly owned subsidiary, including an interest component, is charged to fuel
Centerior Service Company (Service Company), and expense based on the rate of consumption. Estimated
Cleveland Electric's wholly owned subsidiaries. The future nuclear fuel disposal costs are b'ing recovered
Service Company provides management,6nancial through the base rates,
administrative, engineering, legal and other services The Operating Companies defer the differences
at cost to Centerior Energy, Cleveland Electric and - between actual fuel costs and estimated fuel costs
Toledo Edison, Cleveland Electric and Toledo Edison currently being recovered from customers through the .

: (Operating. Companies) operate as separ,te fuel factor. This matches fuel expenses witn fuel- 4

companies, each serving the customers in its service related revenues.
area. The preferred stock, first mortgage bonds and
other debt obligations of the Operating Companies PRE PilASE IN AND PilASE-IN DEFERR ALS
can'inue to be outstandmg secunaes of the issuing OF OPERATING EXPENSES AND
-utility. All s,igmficant intercompany items have been CARRYING CilARGES

,

eliminated m consolidation.-
Centerior Energy and the Operating Companies The PUCO authorized the Operating Companies to

follow the Uniform System of Accounts prescribed by record, as deferred charges, certain operating expenses
the Federal Energy Regulatory Commission (FERC) and carrying charges related to Perry Nuclear Power

-

,

and adopted by The Public Utilities Commission of Plant Unit 1 (Perry Unit 1) and Beaver Vaney Power
Ohio (PUCO), ' As rate-regulated utilities the Station Unit 2 (Beaver Valley Unit 2) from their

-Operating Companies are subject to Statement of respectim in service dates in 1987 through December
Financial Accounting Standards 71 which governs 1988. Amortization and recovery of these deferral,
accounting for the effects of certain types of rate (called pre-phase in deferrals) began in January 1989

4

regulation The Service Company follows the Umform in accordance with the January 1t989 PUCO rate
System of Accounts for Mutual Service Companies - orders discussed in Note 6. The amortization; wiil
prescribed by the Securities 'and Exchange continue over the lives of the related property.
Commission (SEC) under the Public Utility Holding As discussed in Note 6, the Ianuary 1989 PUCO<

Company Act of 1935; rate orders for the Operating Compardes included
- The Operating Companies are members of the approved rate phase-in plans for their mvestments in

- Central Area Power Coordination Group (CAPCO). Perry Unit I and Beaver Valley Unit 1. On January 1,
' Other members include Duquesne Light Company 1989, the Operating Companies began recording the
. (Duquesne), Ohio Edison Company (Ohio Edison) deferra!> of operating expenses and interest and

;- and Ohio --Edison's wholly owned subsidla y, equity carrying charges en deferred rate-based
Pennsylvania Power Company ;(Pennsylvania investmem pursuant to the phase-in plans. These
Power). The members have constructed and operate deferrals (called phase-in deferrals) will be recovered
generation and transmission facilities for the use of by December 31,199S.
the.CAPCO companies.

- DEPRECIATION AND AMORTRATION
REVENUES The cost of property, plant a~4 equipment is
Customers are billed on a monthly cycle basis for their depreciated over their estimated un. ul lives on a

| energy consumption based on rate schedules or straight-line basis. Prior to 1991, only nonnuclear
!: . contracts authorized by the PUCO or on ordinances property, plant and ecjuipment was depreciated on a
p ' with individual municipslities, An accrual is made at - . straight-line basis as depreciation expense for the
| the end of each month to record the estimated nuclear generating units was based on the units-of-

: amount of unbilled revenues for kilowatt hout sales production method.
rendered in the current month but not billed by the The annual straight-line depreciation provision for
end of that month. nonnucicar property expressed as a percent of

A fuel factor is added to the base rates for electric average depreciable utility plant in service was 3.6
service. This factor is designed to rccover from in 1991,3.3% in 1990 and 3.% in 1989 The rate
customers the costs of fuel and most purchased declined in 1990 because of a PUCO approved change
power. It is reviewed and adjusted semiannually in a in depreciation iates effective Jaeuary 1,1990,

- PUCO proceeding.
.

attributable to longer estimated lives for nonnuclear
g

Operating revenues include certain wholesale property. See Note 13.'

- power sales revenues in accordance with a FERC in 1990, the Nuclear Regulatory Commission
clarification of reporting requirements. Prior to 1991, (NRC; approved a six-y ear extens 1 of the operating
these bulk power sales transactions were netted with l' cense for the Daeis-Besse Nuclear Power Station
purchased power transactions and reported as part (Davis-Besse). The PUCO approved a change in the
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1

imits of production depreciation rate for Dans- DEFERRED GAIN AND LOSS FROM-

- besse, effective January 1; IWO, which recognized the SALES OF UTILITY PLANThfe extension. See Note 13.
Effective January 1,1991i the Operating - The Operating Companies entered into sale and

; Companies changed their method of accountmg for - imeback transactions in 1987 for the coal-bred Bruce
' nuclear plant- depreciation from the units-of, Mansheld Generating Plant (Mansheld Plant) and

Bea Valley Unit 2 as
transactions resulted m, discussed m Note 2. Theseproduction method to the straight line method at

a net gain for the sale ofabout a 3% rate. The PUCO approved this change
In .iccounting inethod for each Operating Company Mansfield Plant and a net isss for the sale of Beaser -

'and subsequently approved a change to lower Valley Unit 2, both of which were deferred. The'

the 3% rate to 23% for the three operating nuclear Operating Companies are amortizing the applicable
-

units retroactive to January 1,1991. See Notes 12 deferred gam and loss over the terms of leases under
sale and leaseback agreements. 'Ihe amortizations

'

and 13' Operating Companies use citernal fundingal ng with the lease expense amounts are recorded as-The
of future decommissioning costs for their operating ther operation and maintenance expense,
nuclear units pursuant to a PUCO order. Cash . INTEREST CilARGEScontributions are made to the funds on a straight-h.ne
basis over the remaining licensing period for each Debt interest reported in the income Statement does
unit. Amounts currently in rates are based on past not include interest on nuclear fuel obligations.

j
estimates of decommissioning costs for the Operating Interest on nuclear fuel obligations for fuel under
Companies of $122,000,000 in 1986 dollars for Davis. construction is capitalized. See Note 5.
Besse and 572,000,000 and 563,000,000 in 1987 Losses and gains realized upon the reacquisition or j

' dollars for Perry Unit 1 and Beaver Valley Unit 2; redemption of long-term debt are deferred, consistent -
respectively, ' Actual decommissioning costs are with the regulatory rate treatment. Such losses and
expected to significantly exceed these estimates. gains are either amortized over the remainder of the
It is expected that increases in the cost estimates will original life of the debt issue retired or amortized over I
be recoverable in rates resulting from future rate the life of the new debt issue when the proceeds of a
proceedings. The current level of expense being new issue are used for the debt redemption. The

. funded and recovered from customers over the amortizations are included in debt interest expense,
remaining licensing periods of the units is
approximately 58,000,000 annually. The present PROPERTY, PLANT AND EQUIPMENT
funding requirements for Beaver Valley Unit 2 also Property, plant and equipment are stated at original
satisfy a similar commitment made as part of the sale cost less any amounts ordered by the PUCO to be
and leaseback transaction discussed in Note 2. written off. Included in the cost of construction are <

items such as related payroll taes, pensions, fringeFEDERAL INCOME TAXES benehts, management a' d general overheads andn
- The financial statements reflect the liability method of allowance for funds used during construction
accounting for income taxes. The liability method ( AFUDC). AFUDC represents the estimated
requires that our deferred tax liabilities be adjusted composite debt and equity cost of funds used to
for subsequent tax rate changes and that we record hnance construction. This noncasa allowance is
deferred taxes for all temporary differences between credited to income, except for certain AFUDC for

- the book and tax bases of assets and liabilities. A Perry Nudear Power Plant Unit 2 (Per y Umt 2). See
portion of these temporary differences are attributable Note 3(c). The gross AFUDC rates averaged 10.7% in
to property-related timing differences that the PUCO - 1991,10.8% in 1990 and 11.2% in 1989.
used to reduce prior years' tax expense for Maintenance and repair 3 are charged to expense as
ratemaking purposes 'whereby no deferred taxes incurred. The cost of replacing plant and equipment
were collected or recorded, Since the PUCO practice is charged to the utility plant accounts. The cost of
permits recovery of such taxes from customers when- property retired plus remova' costs, after dedacting

'

they become payable, the net amount due from any salvage value, is chargec to the accumulated
-customers has been recorded as a regulatory asset provision for depreciation,
in deferred _ charges. A substantial portion of this
amount relates to differences between the book and RECLASSIFICATIONS
tax bases of utility plant. Hence, the recovery of these Certain rednsifications have been made to prior

- amounts will take place over the lives of the related years' hnancial statements to make them comparable
: assets.

- with the 1991 fmancial statements and consistent
Investment tax credits are deferred and amortized with current reperting requirements. These include

- over the estimated lives of the applicable property. reclassifrations related to certain wholesale power
- The amortization is reported as a reduction of sales revenues as discussed previousiv under
depreciation expense under the liability method. ' Revenues" and accumu!ated deferred' rents as- See Note 7. discussed in Note 2.

s
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Management's Financial Analysis
, . . , , ... . -. .. . . ,

RESULTS OF OPERATIONS depreciation for facilities that are in service but not yet
recognized in rates. pUCO action on thk request has

Obernc:c- been postponed under the joint recommendation
, The January 1989 PUCO rate orders for the Operating approved t3y the PUCO discussed below.
Companies, as discussed in Note 6, were designed to . In December 1091, the PUCO approsed a joint

- enable us to begin recovering in rates the cost of, and- recommendation of the Operating Companies and --
earn a fair retum on, our allowed investment in customer repiesentative groups involved in the 1989
perry Unit 1 and Beaver Valley Unit 2. The rate rate case bettlement; The joint recommendation #

orders, which provided for three rate increases, sought to secure ari intenm resolution of then-
imp' roved revenues and cash flows in 1989,1990 and pending accounting applications. in 1991 and to-

- 1991 from the 1988 levels. However, as discussed in establish a tramework for resolving accountint; issues
the first four paragraphs of Note 6. the phase-in . and related matters on a longtr-term basis (i.e.,- 1992

- plans were not designed to improve earnings because 1993)c As part of this joint recommendation, the
gains in revenues from the higher rates and assumed - - Operating Companies agreed m IMit their combmed
sales growth are initially oliset by a corresponding 1992 other operation and maintenance expenses and
reduction in the deferraf of nuclear plant operating capitai expenditures to $1,050.000.000, exclusive of
expenses and carrying charges and are subsequently compliance. costs related to the Clean Air Act
offsa by the amortization of such deferrals. Amendments- of 1990 (Clean Air Act). Other

- Alth'ough the phase-in plans had a positive effect operatmn and maintenance expenes and capital
on revenues and cash flows, there are a numbei of expenditures totaled $1005M000 in 1991. The
-fadors that exerted a negative influence on earnings Operating Companies and the customer
in 1991 and will continue to present signincant representative groups also agreed to an ongoing
earnings challenges in 1992 and beyond: One such review of our business operations, financial condition
. factor is related to facilities placed in service after and accounting practices. This effort, with the
February 1968 and not included in rate base. The participation ol 'he PUCO staff, is directed at the
Operating Companies are required to record interest maintonace and ultimate improvement of our
charges and deprec;ation on these facilities as current - nnancial condition, the improvement of the
expenses even though such items are not yet efticiency of our operations, and the delay and
recovered in rates We also are facing the challenge of minimization of future rate increases. The Operating
competitive forces, including new initiatives to create Companies also agreed not to seek any base rate
municipal electric systems. The need to meet increase that would become effective before 1991 ,

ccmpetitive threats, coupled with a . desire to We continuctly tace competitive threats from
encourage economic growth in the service area; is municipal electric systems within our service territorv
prompting the Operating Companies to enter into an a challenge intensihed by municipal access to low. ',
increasing number of contracts having reduced rates cost power currently available on the wholesale
with certain lan;e customers. Competitive forces also market. As pan of o'ur competitive strategy, we are
prompted Toledo Edison to implement. rate strengthening programs that demonstrate the added
reductions in 1991- for residential and small value inherent in our service, bevond what one might
commercial customers. Factors beyond our control receive from a municipal electric system. Such

~

also having a negative influence on earnings are the programs indude providing services to communities
economic recession, the effect of inflation and - to help them retain and attract businesses, providmgi

inc eases in taxes, other than federal income taxes- consulting services to customers to improve their
We have taken several steps to counter the adverse energy einciency and develging demand-side

effects of the factors discussed above. We have management programs. To counter new
implemented most of the recommendations of the municipalization initiatives; we are also stressing the
management audit discussed in Note 6 and have hnancial risks and uncertainties of creating a
taken other actions which reduced other operation municipal system and our superior reliability and
and maintenance expense by approumately service.
562.000,000 in 1991. As discussed in the Summary of Annual sales growth is expected to average about
Signincant Accounting Policies and Note 12, we - 2N for the next several years. conting"ent on future
sought and received PUCO approval to lower our economic events. Recognizing the limitations-
nuclear plant depreciation expense in 1991 to a level imposed by these sales projections and current
more closely . aligned with the amount bein8 competitive pressures, we will utilize our best efforts
recovered in rates. In addition, we have increased our to minimize future rate increases through cost-

L efforts to sell power to other utilities which, in 1991- reduction and quality-of service efforts and exploring
resulted in approximately $33.000,000 of revenues in other innovative options. Es entualh; rate increases
excess of the cost of providing the power- will be necessary to recognize the cost of our new

Despite the positive aspects of the measures capital investme'nt and the effect of inflation
discussed above, more must be done to maintain

199215 1990'

eamings. Continuing cost-reduction efforts will be
:necessary to , lessen the negatwe pressures : on Factors contributing to the 5% increase in 1991
carnings We are aggressively seeking long-term operatmg revenues are as follows:
power contracts with wholesale customers to further change m o eratmg Rnenues tnor.ser
enhance revenues. To counter the effects of delays in 6 % animemuus 5 mmxo
recovermg new investment since 198S and related se volume and h n umo
costs in rates we have requested PUCO approval to wweue seen 19 m u m>

i= accrue post-in-service carrymg costs and defer smoog
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The increases in base rates and miscellaneous Corapanies of 9% cffective in February 19S9 and 7%
revenues resulted primarily from the lanuary 1989 effective in February 1990 The associated revenue
PUCO rate orders for the Operating Companies. The increase in 1990 was partially offset by reduced
PUCO approved rate increases of A effective in .evenues resulting from a 4.1% decrease in intal
February 1990 for both companies and rate increases kilowatt-hour salet Industrial sales decreased 2A

'of 4.354 for Cleveland Electric and 2 74% for Toledo because of the recession beginning in 1990
Edison effective in February 1991. However, as part of - Residential sales decreased 2.1% as seasonal

- Toledo Edison's efforts to improve its competitwe temperatures were more moderate in comparison to
; bosition in its service area, Toledo Edison waived its the prior year's temperatures, resulting in reduced

74% rate increase for residential and- small customer heating and cooling related demand.
-- commercial customers and reduced ita residential rates Commercial sales incicased 0.3% as increased

'

by 3% effective in blarch 1991 and by an additional- demand from new all-electric office and retail space -
14e effective in September 1991. See Note 6. Tosal was offset by the effects of mild weather. Other sales
kilowatt-hour sales increased 1.2% in 1991. Residential activity decreased 18.6% as a result of lower
and commercial si.les increased 4.7% and 4.84 wholesale sales caused in part by Tokdo Edison's
respectively, as a result of higher usage of cooling _ nunicipal utility customers satisfying- a greater
equipment in respansa to the unusually warm late- portion of their power needs from other sources The
spring and summer 1991 temperatures. The increase in revenues was also partially offset by the
commercial saies increase was also influenced by loss of revenues related to the May 1989 expiration of

~

some improvement in the economy for the Cleveland Electric's agreement to sell a portion of its
commercial sector. Industrial sales declined 5% !argely share of Perry Unit 1 capacity to Ohio Edison and

- because of the recession-driven slump in the steel, Pennsylvania Power.
auto and chemicat industries. Other sales increased Operating expenses decreased 03% in 1990.
9.1% because of increased sales to wholesale Depreciation and amortization expense decreased

- customers and public authorities. primarily because of lower depreciation rates used
Operating expenses increased 3% in 1991. The in 1990 for nonnuclear and Davis-Besse

increase was mitigated by a reduction of 562,000,000 operty attributable to longer estimated lives and
in other operation and maintenance expense, resulting because of longer nuclear generating unit refueling

_ primarily from cost-cutting measures. Offsetting this and maintenance outages in 1990 than in 1989.
decrease were an increase in federal income taxes Federalincome taxes decreased pumarily because of a
because of higher pretax operating income; an decrease in pretax -operating income. These'-

increase in fuel and purchased power expense decreases in operating expenses were partially offset --
resulting primarily from increased amortization of bv an increase in taxes, other than federal income
previously deferred fuel costs over the amount tdxes, resulting from higher property and gross
amortized in 1990; an increase in taxes,- other than - receipts taxes, and by lower operating expense
federal income taxes, resulting from higher property deferrals for perry Unit 1 and Beaver Valley Unit 2.
and gross receipt taxes and accraals for Pennsylvania Credits for carrying charges recorded in_ ,

. tax increases enacted in August 1991; and lower . nonoperating income decreesed in 1W because a
operating expense deferrals for Perry Unit 1 and preater share of our investments and leasehold

. Beaver \ allev Unit 2 pursuant to the' january 1989 mterests in Perry Unit 1 and Beaver E.lley Unit 2 -
PUCO rate drders.

'

were recovered m rates. The decrease in the federal
'

Credits' for carrying charges recorded i' income tax provision related to nonoperating income
nonoperating income decreased in 1991 because was the result of a decrease in pretax nonoperating
greater . share of our investments and leasehold income and federal income tax adjustments of
interests in Perry Unit 1 and' Beaver Valley Unit 2 537,522,000 associated with previously deferred
were recovered In rates. The federal income tax investment tax credits relating to the 19SS write-off of

^ provision related to nonoperating income increased nuclear plam Other income and deductions, net,
; :mainly because the 1990 provision was reduced by decreased pnmarily because of less interest income in

537,522,000 for federal income tax adjustments 1990_
associated wit _h previously deferred investment tax
credits relating to the 198S write-oif of nuclear plant. EFFECT OF_ INFLATION

J990 vs. W9 Although the ute of inHation has cased in recent
Factors contributing to the 2.8% increase in 1990 years, we are still affected bv even modest inflation
operating revenues are as follows: since the regulatory proa ss introduces a time lap

.
Inacase during which increased wsts of ou labor, matenals

|
,

Chage in Operating Revenun (Decease) and services are not reflected in rates and recovered.
Ilaw Rates and Miscellaneos $152.000.000 . Moreover, regulation allows only the recovery of

SAich t[Od$dison historical costs of plant assets th' rough deprediation
e Ca t

, - (32,000.000) even though the costs to replace these assets would -and l'ennsylvania l'owen
s o6mmo substantially exceed their historical costs in an

mflationary economy.= - -

.The major factor accounting for the increase in Changes in fuel costs do not affect our results of
operating revenues was related to the Januarv 1989 operations since those coste are deferred until
rate orders for the Operating Companies. The reflected in the fuel cost recovery factor included in-

PUCO approved rate increases for the Operating customers' bills.
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lHColHC SlalCHleHl CENnRIOR ENERGY CORPOSTIOMD SUBS!DMRits
. ...... ... .. .... . ... ....... ...... .. . ..... . .... .. ..... .. ... ... . .. ... .

For the years ended December 31,
1991 1990 1989

'
(thousands of dollarr.. except per share amounts) )

'

. Operating Revenues, . . . . . . . . . . $2,560,252 $2.427,441 $2.361,304... .. . .,.. . ;

Operating Expenses .
| Fuel and purchased power. . 499,672 472.297 472,6c4..... . .. . . ... .

: Other operation and maintenance 801,225- 862,738 860,138. . .. ... ..

Depreciation and amortization . . . . . . . , . . . . . _ 242,708 242,153_' 272,671......

Taxes, other than federal income taxes . . , . . . . . 304,709 263,425 259,871
phase.in deferred operating expenses ... , (22,222)' (50.940) (74,555)... ... ..

: Amortization of pre-phase-in deferred costs . . . . 16,529 17,272 16,335-. .., .

- Federal income ta> es . . . . . . . . . . . . . 137,581 96,076 122,385... . ... ..

1,980,202 1,923,021 1,929,529

. Operating income. . . . . . . . . 580,050 504A20 -431,775I,. ., .. . . ...

>Nonoperating income. . .
= 9,351 7,8S3 16,930' Allowance for equity funds used during construction -

.

.

Other income and deductions. net . 5,248 145 14,368.. .. . . .. .

Phase-in carrying charges. . . . . . . 109,601- 205,085 299,159....... ... .. .

--Federal income taxes - credit (expense) . . , (30,329) (12,948) _ {73,177). ...
_

93,871 200,165 257.280
'

income Before interest Charges and Preferred Dividends . 673,921 701,585 689.055
interest Charges and Preferred Dividends .

Debt interest . . . . . . , 381,280 384,278 369,481.. ... . .. . .. .. .

. Allowance for borrowed funds used during construction (5,248) (5,993) (12,929).

Preferred dividend requirements of subsidiaries . . . . 60,649 61,841 65,617

436,661 440,126 422,169
Net income ,, $ _237,240 ~ $ 264,459 $ 266,886. ...... ... . ... ... .....

_

Average Number of Common Shares _ Outstanding
(thousands) . . . . 139.104 138.885 140,468-.... . ... ... .. . ... .

Earnings Per Common Share . $ 1.71 $ 1.90 $ 1.90. .... .... . .. .

Dividends Declared Per Common Share.. $ 1.60 $ 1_._60 $ 1.60.. . , .

Retained Earnings .
.... .. ... .. .. ... . .. .. . .. ... . . . . .

For the years ended Dec.:mber 31,
,, 1991 1990 1989

- (thousands of dollars)
Balance at Beginnirs of Year... . . . , . . $ 654,836 - $ 613,774 $ 57;,882

'

Additions
-Net income -237,240- - 264A59 266,886. . . .. . . . .. .

Deductions
, _ _ _

Common stock divHends - (222,233) (222,482) (224,947)-. ..

,
._ Oth-r, primarily preferred stock redemption expenses .)f

: . suosidiaries . (966) (915) '(47). . . . .

Net increase 14,041_ 41,062 41,892-.. ,, .. . ..

t: ' Balance at End of Year S 668.877 5 654,836 ' $ 613.774.. .. . .. .

t
_

The accompanying notes and summary of significant accounting policies are an integral part of these ratements;
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Managements Financial Anaysise
, ,

L CAPITAL RESOURCES AND LIQUIDITY optional redemption provisions, See Notes 10(d) and'

in addition to our need for cash for normal corporate - M for information concerning limitations on the
- operations, we continue to need rash for an ongoing issuance of preferred.and preference stock and debt.-

program af constructing new facilities and modifying th gur cap tal requirements after 1994 will depend one implementation strategy we choose to achieve~ existing facilities to meet anticipated demand for
- electric service, comply with governmental mmpliance with the Clean Air Act. Expenditures for

regulations and protect the environment. Cash if also our optimal plan are estimated to be approximately
-

$190,000,000 over the 1992-2001 ; criod. See Note- needed for the mandatory retirement of securities.
T Over the three-year period of 1989-1991, these 3(bb

construction and mandatory retirement needs totaled We expect to be able to raise cash as needed. The
,

approximatelv. 51,250,000,000. In addition, we availability and cost of capital to meet our external

exercised various options to redeem and purchase hnancing needs, however, depends upon such factors'

approximately 5480,000,000 of our securities. as fmancial market conditions and our credit ratings.
Current securities ratings for the OperatingAs a result of the January 1989 PUCO rate order .

internally generated cash increased in 1989,1990 and Companies are as follows:
1991 from the 1988 level. In addition, we raised & ronts in m tors
$1,463,000,000 through security issues and term bank corporm on serwe
loans during the 1989-1991 period as shown in the Cleveland Elecme
Cash Flows statement. During the three-year period, First mor: gage tmnd, BBa- tw2

the Operating Companies also utilized their short. Preferred sak 4 on+ daa:

term borrowing arrangements (explained in Note 11) Toledo Ediwn
- to help meet their cash needs. Proceeds from these First mor: gage beads. _ BBB- Baa)

financings were used to help pay for our construction Unsecured notes. !B+ nat

program, to repay portions of short-term debt Prefmed swk , BB+ ba2

incurred to finance the construction program, to retire,
redeem and purchase outstanding securities, and for - Barring unforeseen circumstances we believe that
general corporate purposes. _

.

the rate orders and recent regolatory actions, coupled
Estimated cash requirements for 1992-1994 for with stringent cost controls, have given us a

Cleveland Electric and Toledo Edison, respectively, reasonable opportunity to achieve hnancial results
: are $693,000,000 and $248,000,000. for their- which should permit Centerior Energy to continue the
construction programs- and 5464,000,000 and current quarterly common stock dividend of 5.40 per

; 5241,000,000 for the mandatory redemption of debt share. Nevertheless, dividend action by our Board of
Land preferred stock. Additionally, Cleveland Electric Directors will continue to be decided on a quarter-to-
has arranged to refund in 1992 578,700,000 principal quarter basis after the evaluation of financial results,

= amount on its First Mortgage Bonds,13%% Series due potential caming capacity and cash flow. A write-off
2012 by issuing an equal principal amount of first of our investment in Perry Unit 2, as discussed in
mortgage bonds due 2013 having an effective interest Note 3(c), would not reduce our retained camings
cost of 8.25%. Cleveland Electric and Toledo Edison sufficiently to impair our ability to declare dividends
expect to fmance extemally about 50% of their total __ and would not affect our cash flow.
1992 construction and mandatory redemption . The Tax Reform Act of 1986 (1986 Tax Act)
requirements of approximately $286,000,000 and-- provided for a 34% income tax rate in_-1988 and
$180,000,000,_ respectively. About 50-60% of _ the thereafter, a new alternative minimum. tax ( AMT) and.

LOperating Companies' 1993fand 1994 requirements._ other changes that resulted in increased tax payments
~are expected to be financed extemally, if economicalc and a reduction in cash flow during 1989,1990 and,

additional securities _ may be redeemed under 1991 because we were subject to the AMT.

,
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Casls Flows? cturtnox tutscr conounouxo sussmunes
. ........, ......, , .. ... . .. 4. . ...... .. ,, ........................ ............. ..

For the years ended December 31,
1991 _ _ _ 1990- 1989

.- (thousands of dollars) .
Cash Flows from Operating Activitics (1)"
L Net income . . ~ . . . . . i m I~ $ 237,240 - $ 264.459 5 266,886. . . .. .... . .

Adiustments to Reconcile Net income to Cash from Operating
Activitiest

Depreciation and amortization -, . . 242,70S 242.153 272,671, , . . . . .

85,331 142,190 181,240Deferred federal income taxes . . . . .. ... .

42,660' (34,287)' 1,179investment tax credits, net . . . . . .. . ..

Deferred snd unbilled revenues (50,866) (60,792) (74,792). . .. .. .., .. .

Deferrsd fuel 3. . . . . 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 =. . .., ......m .

' Deferred operating expenses, ne+ . . . . . . . . . . . . . . . (5,693) (33,668) (58,220). ..

Allowance for equity funds used during construction . . . (9,351) (7,883) (16,930).

Amortization nf reserve for Davis-Besse refund obligations
*

. to customers . . . . . . . . . . . . - - (24,817).. .... . .

Pension settlement gain - (40,966) -.. . . . . .

Changes in amounts due from customers and others, net . 14,007 (26,445) (13,486)
Changes in inventories . . . . (22,175) (29,015) (3,029). . . . .. ,

- Changes in accounts payable. (49,015) 45,654 (28,826)... . . .. .. ..
.

Changes in working capital affecting operations. . . 18,858- (24,913) 17,120-.

Other noncash items . . . . , 1,396 7,184 7,775. , . .. . .. ,

Total Adjustments . . . . 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 issuest
First mortgage bonds , . . . . . . . . . . - 167,300 123,800, .....m. .. ......

Secured medium. term notes 284,500 - 337,500 212,500......... ......... ....

Term bank hans and other long-term debt . . . 108,365 31,000 40,000. . . .... ..

- Preferred stock issues , . . . . . . . . . . . . 125,000 -- -,. , . . , . . . ...

Common stock issues . . . . . . . . . . . . . . . . . . . . . 32,028 - 740.. . . .

Reacquired common stock .. (114) '(25,601) (19,804)... . .. ... ... . ..

. Maturities, redemptions and sinking funds. (311,983) (395,287) (370,747)..

Nuclear fuel lease and trust obligations (115,623) (99,076) (86,589). .. . .

Common stock dividends paid . . . . (222,233) (222,482) (224.947). . .. .

Premiums, discou'nts and expenses . (6,991) (7,360) (2,622)
~

. . .. . . . ..

Net Cash from Financing Activities . (216,954) -(104.118) (327,640)..... .. .....

Cash Flows from Investing Activities (2)
Cash applied to construction . o . . .. . . . (189,244) (237,436) (210,403)
Interest capitalized as allowance for borrowed funds used

during construction (5,248) (5,993) - (12,929)..... . . . ...., .. . . . ,,

Other cash applied. . . . (568) (13,211) (31,500)... . . . ..... ... . .

Net Cash from Investing Activities . . . -(195,060). (256,640) (254,832).. . . .

.- Net Change in Cash and Temporary Cash investments. 124,103- (49.865) (227.654)
. ...

Cash and Temporary Cash investments at Beginning of Year . 53,273 103,143 330,797

Cash and Temporary Cash investments at End of Year. S 177,381 _$ 53.278 ' 5 103.143. ,

- (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 maclear fuel and nuclear fuellease 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 signihcant accounting policies are an integral part of this statement.
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.. .. .... . . . .... . ..m. . . . . . .

December 31,
1991- 1990.

(thousands of dolla s)
ASSETS
. PROPERTY, PLANT AND EQUIPMENT

. Utility plant in' service. . . . . . . . $ S,8SS,219 5 8,636,219.

Less: accumulated depreciation and amortization . . 2,274,489 2,038,510

6,613,730 ' 6,597,709
Construction work in progress . 215,655 268,386. .

Perry Unit * B50,573 865,149

7,6S0,158 7,731,244
Nuclear fuel, net of amortization 456,414 522,672. .

..Other property, less accumulated depreciation 44,513 45,452.

8,183,0S5 8.299.368

-CURRENT ASSETS
Cash and temporary cash investments 177,361 53,278. .

Amounts due from customers and others, net. 228,754 242,761.

Unbilled revenues ... . . , , _ 207,644 80,866
Materials and supplies, at average cost . . 125,616 108,758 -

.

Fossil fuel inventory, at average cost . 57,893 52,578. . .

Taxes applicable to succeeding years. 234,096 218,444.

9,298 9,922Other. . ... . . . .
,

940,884 766,607

DEFERRED CHARGES
Amounts due from customers for future federal income taxes. 1,145,925 1,165,904

Unamortized loss from Beaver Valley Unit 2 sale. . 114,174 119,623.

. Unamortized loss on reacquired debt - 75,265 80,564. . . . .

Carrying charges and operating expenses, pre-phase-in . . . 612,652 629,530 -

Carrying charges and operating expenses, phase-in . 761,571 629,744. , .

20S,333 202.895Other . . . .. .

2,918,120 2.828,260

.

Total Assets . . . . . 512,042,0S9 $11,894,235

The accompanying notes and summary of signincant accounting policies are an irtegral part of this statement.

|
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CENTERIOR ENERGY CORIDRATION AND 5*.lll51DIARIL$
,...... ... .. . ..... .. .. ..... . . ..... ... ... . .... . . .. . ..... . ..... ... .

December 31,

1991 1990
'

(thouunds of dollm)

- cal'ITALIZATION AND LIAlllLITIES
'

JCAPITAll2ATION
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) outstanding in 1991 and 1990, respectively . $ 2,185,607 $ 2,155,197..

Retained earnings . . . . . . . . . . . . . . . . . . . 668,877 654.836. .. . .

= Common stock equity . . 2,854,484 2,810,033.. ... ... .. .. .. .. .
,

Preferred stock
With mandatory redemption provisions 332,031 _ 237,490 *

. ..

Without mandatory redemption provisions 427,334 .427,334....

. . . ' . 3,841,355 3,729,237 -it ong-term debt . .. . . . .. .. .

7,455,204 7,204.094

' OTHER NONCURRENT LIABILITIES
Nuclear fuel lease obligations . 340,507 427,295. .. . .. .. . .

83,147 81,399: Other. . . . - ... . . .

-423,654 508.694

CURRENT LIABILITIES
Current portion of long. term debt and preferred stock . . . .. 216,333 214,138

~ Current portion of lease obligations. . 144,620 114.943... .... . .

Notes payable to banks 'and others . . . . 191 110.C94.. . . .. . .

' Accounts payable . 147,810 196,825. . , . . ... . .. . ..

Accrued taxes 350,550 323,716.. ,., . . ..... . .. .. .. ....

Accrued interest 84,495 81778:
.. ... ... . . . .. ..

- Other. . . ; . . . 57,683 73,801.. ..... . .... .. . . .. . .,..

1,001,682 1,118.295

DEFERRED CREDITS:
- Unamortized investment tax credits . 366,047 336,136.. . ,.

-- Accumulated deferred federalincome taxes , 1,784,749 1,'30,954.. . . .

' Reserve for Perry Unit 2 allowance for funds used during
construction . . . . . . . 212,693 212,693. . . ., ... .. ... ........ .

Unamortized gain from Bruce Mansneld Plant sale 602,456 6'6,493'

. .. .

Accumulated deferred rents for Bruce Mansfield Plant and
Beaver Valley Unit 2. . -131,082 114,888. . . .. ... ,.

- Other. . . . . ... .. . . 64,522 41.968..

3,161,529 3.063.152

Total Capitali7ation and Liabilities. . . . . . $12,042,08..=9 511 894.235---
_.

-

L
1

!
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}
Statement Of. Cumulative Preferred Stock

t crmaws maar conos. mon suo sussmunas
...... ... ., . .. .. . .. . .- . . .... .. . . .. . . . . .... .

._

1991 Shares Current Decerntwr 31,
Outstming Call Price. _1991 1990

'

""CirVE!.AND ELECTRIC-' (thousands of dollar >)-

Without par vah.e, 4,000,000 paferred shares authorized
Subject to mandatory redemption?

$ 7.35 Series C. . , , 170.000 $ 101 00 $ 17,000 $ 18,000, .

88.00 Series E . . . . . . . 27,000 1,030.61 27,000 30,000
75.00 Series F . .. -- - - 2,384. . . .

145.00 Series 1 . . .
- .- - 13,779

113.50 Ser;es K- - - - 10,000. .., ... ..,

Adjustable Series M , . 400,000 102.00 39,200 49,000.

9.125 Series N . 750,000 105.07 73,968 73,968. . . . . .

91.50 Series O 75,000 - ^ 75,000 -. . .

83.00 Series R . , . . . . . . . 50,000 - 50,000 -

282,168 197,131
Less; Current maturities 13,800 25,969-

^ '

. Not subject to mandatory redemption:
$ 7.40 Series A ~ . . . . . . . 500,000 101.00 50,000 50,000

7.56 Series B . . . 450,000 102.26 45,071 45,071
Adjustable Series L. 500,000 103.00 4S,950 4 B,950. .

Remarketed Series P. ., . . . 750 100,000.00 73,313 73,313 *

I' # ' '3 #TOLEDO' EDISON .

$100 par value,3,000,000 preferred shtres authorized and $25 par value,
_12,000,000 preferred shares authorizi d

Subject to mandatory redemption:
. $100 par _ .$11.00 24,825 101.00 2,4S3 3,483... , . .

- 9.375 . . . . . . 133,450 103.46 13,345 15,010

; 25 par 2.81 . . . 2,000,000 26.56 50,000 50.000. . .

65,828 68A93
Less: Current maturities _ 2,165 2,165

.

. 63,663 66.328
Not subject to mandatory redemption:

$100 par- $ 4.25 . 160,000 104.625 16,000 16,000
i- :4.56 . . . . 50,000 101.00 5,000 5,000

- 4.25 . . . . . . . 100,000 102.00 10,000 10,000
8.32 100,000- 102A6 . 10,000 - 10,000.

7.76 . . . . . . 150,000. 102A37 15,000 15,0004 . .

7.80- 150,000 - 101.65 15,000' 15,000, .

10.00 190,000 - 101.00 19,000 19,000, .

-25 p.tr -2.21 . . 1,000,000 25.25 25,000 25,000
2.365 i . . = 1,400,000 . 28A5 35,000 35,000

' Series A Adjustable 1,200,000 25.75 - 30,000 30,000
Series B Adjustable 1,200,000 25.75 _ 30,000 30,000

IO'000 'O'*UOCENTERIOR ENERGY .

Without par value, 5,000,000 preferred shares authorized, rane outstanding - -
,

Total Preferred Stock, with Mandatory Redemption Provisions . $ 332,031 $237.400
'

. . .

. Total Preferred Stock;without Mandatory Redemption Provisions . $ 427,334 $427,334

.The accompanying notes and summary of significant accounting policies are an intq;ral part of this statement.
_

1
4
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Noteito the Financial Statements'. . . . ... . . .. . . . . . . . . . . . .... .. . . . ....... . .. .

1(1); PROPERTY OWNED WITil OTIIER 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 to'a percentage of the generating

Ecapability of each unit equal to its ownership share. Each utility owner is obligated to pay for only its respective
hare of the construction and operating costs. Each Lessor has leased its capacity rights to a utility which iss

obligated to pay for such Lessor's share of the construction and operating costs. The Operating Companies'shtre
of the ' operating costs 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 Operating Companies as tenants
in common with other utilities and Lessors:

Owner- Construcun
in . Owner- thip Plant Work in

-

- Senice ship Mega. Power in Progress and Accumulated
..Gerieratme, Unit Date Share watts yource Scnice Suspended Depreciation

s

J In Service- .- . . (th usands of dollars)
Seneca Pumped Storage.. 1970 60.00$. Ju Hy dro 5 57.733 5 - 1,021 5 19.855.-

Ecstlake Unit 5. . . . 19'2 M.80 411 Col 151.150 2.199 -...... . ,

Perry Unit 1 and Common Facihties . 19 0 51 02 609 N xlear 2.5M326 5,687 310 M I
Beaver Valley Unit 2 and Comraen

racihties (Note 2) . iW7 26 12 214 Nuclear 1,358.606 7,159 167,083

' Construenon suspended;
Perry Unit 2 (Note 3(cl) . . Uncertein 51.02 615 Nuclear - 850.5,3 -

54.1 t3,815 SAM 639 5497.539,__ - __._=

Depreciation :or Eastiate Unit 5 has oeen accumulated with all other nonnuclect depreciable propeny rather
than by specibe units of depreciable proputy.

Effcetive May 1,1991, FERC approved a agreement under whicii C:eveland Electric is selling the power from
- its share of the Seneca Power Plant to two subsidiaries of General Public Utilities Corporation through 1993.
Rcrenues from this transaction were $16,000,000 in 1991.

Ohio Edison and Pennsylvania Power purchased 80 megawetts of Cleveland Flectric's capacity entitlement in
Perry Unit 1 from November 1987 through May 1989. Revenues from this transaction were 531,831,000 in 1989.

L The 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 1992. See Note 3(c).

(2). UTILITY I'LANT SALE AND LEASEBACK TRANSACTIONS
As a- result .of sale and leaseback transactions payments are now classified as accumu Jed deferred
completed in 1987, the Operating Companies are rents on the Balance Sheet Previously, the excess was
co-lessees of 18.26% (150 megawatts) of Beaver Valley included in accounts payable.

- Unit 2 and 6.5% (51 megawatts), 45,9% (358 The Operating Companies are responsible under
*

megawatts) and 44.38% (355 megawatts) of Units 1,2 these leases for paying all taxes, insurance
and 3 of the Mansfield Plant, respectively, all for premiums, operation and maintenance costs and all
terms of about 24% years. other similar costs for their interests in the units sold

Future minimum lea.se 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 capit:1
as follows:_ improvements to the units. The Operating
Year A moun t . Companies have options to buy the interests back at -

-

tiho-ts a aonard the end of the leases for the fair market value at that
1992. $ 173,000 time or to renew the leases. Additional lease
1993. . . 174000 provisions provide other purchase options along with
1994 - 17420

f,9[ '-
conditions for mandatoty tera ination of the leases
(and possible repurchase of the leasehold interests)

'

. Later iears . 3.9%no for events of default. These events of default include,

- Total Future Minimum noncompliance with several financial covenants
Lease rayments . 14_8ssno affecting Centenor Energy and the Operating

Companies contamed in an agreement relating to a
Semiannual lease payments conform with the letter 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 1939 as annual rental expense for the Beaver Valley Unit 2 leased capacity entitlement to
Mansfield Plant leases and the Beaver Valley Unit 2 Cleveland Electric. This sale commermd 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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i

g (3) CONSTRUCTION AND CONTINGENCIES 1991, Cleveland Electric, the company responsible frr
' ' # '"' " " '*YY ' * ' * ' ' " *

le} CONSTRUCTION PROCRAA1 - year extension of the construction permit which was
v; . The estimated cost of our construction program for the to expire in November 199L Under NRC regulations,

''

1992 1994 period is $991,000,000, including AFUDC the construction parmit will remain ir effect while
, of 550,000,000 and excluding nuclear fuel, the application is pending. We expect the NRC to,

In an agreement approved by the PUCO, the - grant the extension.
Onerating Companies have apeed to limit their 10 February 1992, Cleveland Electric purchased
combined 1992 other operation and maintenance Duquesne's 13.74% ownership share of Perry Unit 2
expenses and capital expenditures to $1,050,000,000, f or $3,324,000. This ; tchase increased the Operating
exclusive of compliance costs related to the Clean Air Companies' ownership share of the uni to 64.76%,
Act. Within this limitation, capital expenditures are with the semainder owned b; Ohio Edison and
budgeted at 5250,000,000, exclucive of the Clean Air Pennsylvania Power. The purchase does not signal
Act compliance costs. any plans to resume construction of Perry Unit 2, but

rather our intent to keep our options open. Duquesne
-(b) CLEAN AIR LEGISL4 TION had stated that it ivould not agree to resumption of
The Clean Air Act will require, among other things, construction of the unit.

c significant reductions in the emission of sulfur dioxide if Perry Unit 2 were to be canceled, then our net
and nitrogen oxides by fossil-fueled electric investment in the unit (less any tax saving) would

- generating unitt, The Clean Air Act will require that h&e to be written off. We estimate that such a write-
sulfur dioxide emissions be reduced in two phases off, based on our investment in this unit as of

- over a ten year period. December 31, 1991 and after adjustment <for the
We have developed a compliance strategy which February 1992 purchase of Duquesne's ownership

.will be submitted to t_he PUCO for review in April share, would have been about 5438,000,000, after
1992. We will also seek United States Environmental taxes. See Notes 10(d) and (e) for a discussion of
Protection Agency approvtd of Phase I plans in 1993. potential consequences of such a write-eff.
The compliance plan which results in the least cost if a decision is madc to convert Perry Unit 2 to a
and the greatest flexibility provides for compliance nonnuclear design in the future, we would expect to
with both phases through 2001 by greater use of low write-off at that time a portion o our investment forr

sulfur coal at some of our units and the bankinE of nuclear plant construe:ien costs net trauferable to the
emission allowances. The plan would require capital nonnuclear construction project.
expenditutes over the 1992 2001 period of Beginning in July 1985, Perry Unit 2 AFUDC was
approximately $190,000,000 for nitrogen oxide control credited to a deferred income account until January 1.

'

equir ment, emission monitoring equipment and 1988, when the accrual of AFUDC was discontmued.
plant modifications. In addition, higher fuel and other
operation and maintenance expenses would be (d) SUPERTUND SITES
incurred. The least cost plan also calls for Cleveland The Comprehensive Environmental Response,
Electric to place in service after 2001 a scrubber or Compensation and Liability Act of 1980 as amended

- other sulfur emission reduction technology at one of (Superfund) established programs addressing the
its generating plants. The rate increase associated with cleanup of hazardous waste disposal sites, emergency
the capital expenditures and higher expenses would preparedness and other issues. The Operating
be about 1-2% in the late 1990s and another increase Companies are aware of their potential involvement
after the year 2000, for an aggregate rate increase in in the cleanup of nine hazardous waste sites. The
the range of 3-6% Cleveland Electric would incur Operating Companies have recorded reserves based
substantially more of these costs than Toledo Edison. on estimates of their proportionate responsibility for

Our fmal compliance plan will depend upon future these sites. We believe that the ultimate outcome of
environn. ental regulations and input from the PUCO, these matters will not have a material adverse effect
other regulatory bodies and other concerned entities. on our financial condition or results of operations.
If a plan other than the least cost plan is required,
significantly higher capital expenditures could be (4) NUCLEAR OPERATIONS AND

L required during the 1992 2001 period. CONTINGENCIES
. We believe that Ohio law permits the recovery of

'

(a) OPERATING NUCLEAR UNITS. compliance costs from customers in rates.
Our interests in nuclear units may be impacted by

_ p ,,
activities or events beyond our control. Operating

- -

Perry Unit 2, including its share of the common nuclear generating units have experienced unplanned
_

facilities, is approximately 50% complete. Construction outages or extensions of scheduled outages because
of Perry Unit 2 was suspended in 1985 pending future of equipment problems or new regulatory
consideration of various options, including requirements. A major accident at a nuclear facility
resumption of full construction with a revised anywhere in the world could cause the NRC to limit
estimated cost, conversion to a nonnuclear design, or prohibit the operation, construction or licensing of
sale of all or part of our ownership share, or any nuclear unit. If one of our nuclear units is taken

|- cancellation. No option may be implemented without out of service for an extended period of ti ne for any
|; the unanimous approval of the owners. In October reasm, including an accident at such unit or any
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other nuclear faclity, we cannot predict whether to $900.000,000.1s permitted. The intermediate term -
eegulatory authorities would impose unfavorable rate notes raature in the period 1993 1997. The bank credit -

, g - treatment such as taking our affected unit out of rate arrangements are cancelable on two years' notice by
- base; or disallo_ wing certain_ construction or . the lenders. As of December 31,- 1991, $490,000,000 of
< maintenance costo An extended out6ge of one of our ' nuclear fuel was hnanced. The Operating Companies

,

. nuclear units coupled with unfavorable rate severally lease their respective portions of the1

Etreatment could have a material adverse effect on our - nuclear fuel and are " obligated to pay for the fuel as it
: fmancial position and results of operations. is consumed in a reactor. The lease rates are based on

various intermediate-term note rates, bank rates and ;
;(b) NUCLEAR INSURANCE comtvercial paper rates.
- The Price-Anderson Act limits the liability of the - The amounts hnanced include nuclear fuelin the
iowners of a nuclear power plant to the amount Davis Besse, Perry Unit I and Beaver Valley Unit 2-
provided by private insurance Land an industry reactors - with remaining lease payments of
assessmen* Nan, in the event of a nuclear incidentat $147,000,000,_ $87,000,000 and $33,000,000,
any unit in tne United States resulting in losses in respectivelv,3s of December 31,1991. The nuclear fuel.

excess of the level of private insurance (currently amounts fmanced and capitalized also included
- $200,000,000), our maximum potential assessment interest charges incurred by the lessors amounting to
under that plan ~ (assuming the other CAPCO $21,000,000 in 1991, $33,000,000 in 1990 and -
companies were to contribute their propomonate $44,000,000 in 1989. The estimated future lease
share > 'any assessment) would be $129,257,000 (plus amortization payments based on projected
any inflation adjustment) per incident, but is limited consumption are $96,000,000 in 1992, $99,000.000 in

lo $19,540,000 per year for each nuclear incident. 1993| $91,000,000 in 1994/ $78,000,000 in 1995 and
L The CAPCO companies have insurance coverage $S2.000,000 in 1996.

1for damage to property at the Davis-Besse, Perry and
Beaver Valley sites (including leased fuel and clean"

(6) REGULATORY MATTERSEup costs)J Coverage amounted to $2.515,000,000 for
. .

,

each site as of January 1,1992. Damage to propeny On January 31,1989, the PUCO issued orders which
_

could exceed the insurance coverage by a substantial provided for three annual rate increases for the
1 amount. If it does, our share of such excess amount Operating Companies of approximately 9%,7% and
could have a material adverse effect on our financial _ 6% effective with bills rendered on and after February

. condition and results of operations, 1,1989,1990 and 1991, respectively As discussed
We also have extra expense insurance coverage below, 'he 6% increase effective February 1,1991 was

! which includes the incremental _ cost: of any - reduceu 'o 4.35% for Cleveland Electric and 2.74% for
replacement power purchased (over the costs which Toledo Edison, which later waived its 2.74% increase

:would have bein incurred had the units' been and reduced its rates on two occasions in 1991 for
~

- operating) and other incidental expenses after the certain customers. The resulting annualized revenue
- occurrence of certain typ(s of accidents at our- increases in 1989,1990 and 1991 associated with the
- nuclear units. The amounts of the coverage are ;00% rate orders were $120,700,000, $105,700,000 and
of the estimated extra expense per week during the $71,400,000, respectively, for Cleveland Electric and

;. 52 week period starting 21 weeks after an accident, $50,700.000, $44,300,000 and $1,600,000, respectively,
,

67% of such | estimate- per week 'for the for Toledo Edison. Toledo Edison's $1,600,000 increase
next 52 weeks and 33% of such estimate per week for in 1991 reflects the net of $18,600,000 of annualized

ithe next 52 weeks. The amount and duration of extra revenues authorized for the 2.74% increase less
expense could substantially exceM the insurance $17,000,000 for the waiver and rate reductions.

? coverage. Under the January 1989 rate orders, phase in plans
were designed so that the three ra' . increases,

(5) NUCLEAR FUEL coupled with then-projected sales growth, would
;The Operating Companies have inventories for_ provide revenues sufficient to recover all operating-
. nuclear fuel which should provide an adequate supply expenses and provide a fair rate _of return on them
:into' the mid-1990s Substantial additional' nuclear . ~ Operating Companies' allowed investments in Perry
fuel must be ootained to supply fuel for the remaining Unit I and Beaver Valley Unit 2 for ten years
usefullives of Davis-Besse, Perry Unit I and Beaver. beginning January 1,1989. In the first fwe years of the

? Valley Unit 2. More nuclear fuel weald be required plans, the revenues were expected to be less than.

-if Perry Unit 2 were completed as a nuclear generating that required to recover operating expenses and
unit < provide a fait return on investment. Therefore, the -

In = 1989, existing nuclear fuel hnancing amounts of operating expenses and return on
i- arrangements for the Operating Companies were investment not currently recovered are deferred and

' refinanced through leases from a special-purpose capitalized as deferred charges. Since the unrecovered-

corporation;The total amount of fmancing currently investment will decline over the period of the phase-
available1 under - these lease crrangements is in plans because of depreciation and deferred federal
$509,000,000 ($309,000,000 from intermediate term income taxes that result from the use of accelerated

*

D _ notes a $d . $ 200,000,000- from bank credit tax depreciation, the amount of revenues required to
; arrangements), although financing in an amount up provide a fair return also declines. Pursuant to such
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g
. phase-in plans; the Operating Companies deferred provision with the PUCOi approval. The rate impact
' the following: was different for the Iwo companies because much of

1943 - l *0 __1969 the savings were expected to be achieved in areas
A edMM such as nuclear operations in which Toledo Edison

Defernd Operatmg brena ' $ 22.222 $ $o 940 $7m3 was to achieve greater savings relative to its size.
* Canving Charm in late 1990 in a move to become more competitive

D+t . 5 30E11 5 72.7n $111.714 in Northwest Ohio, Toledo Edison proposed a rate -,

p uuv- 7vmi U2.303 m A45- reduction package to all incorporated communities in
. sinuot 520 son smise Toledo Edison's service area which are served

~

exclusively by Toledo Edison on a retail basis. The
_

The amount of deferred operating e>penses and package called for the elimination of the 254% rate
carrying charges scheduled to be recorded in 1992 and increase effective February 1,1991 for all residential i

= 1993 total $S4,000.000 and 524.000,000, respectively. and small commercial customers, a reduction in
= Beginning in the sixth year (1994) and continuing . residential rates of 3% oa March 1,1991 ar.d a further
through the tenth year, the revenue levels authorized residential rate reduction of 1% on Septr ber 1,1991.
pursuant to the phase-in plans were designed to be. Communities accepting the package agreed to keep
sufficient to recover that period's operating expenses, Toledo Edison as their sole supplier of electricity for
a fair return on the unnrevered investments, and the 'a period of hve years. The package also permits

,

amortiution of the deferred operating expenses and Toledo Edison to adjust rates in those communities on
carrying charges recorded during the cat er years of February 1,1994 and February 1,1995 if inflation:

the plaas. All phase-in deferrals relating to these two exceeds specified levels or under emergency i

units will be amortired and recovered by December conditions. All' eligible communities in Toledo
'31|199ft Edison's service area, except the City of Toledo,

The phase in plans were also_ designed so that accepted the rate reduction package, in March 1991,
fluctuations .in sales should notiffect the level of Toledo Edison obtained PUCO approval to reduce
earnings The phase-in plans permit the Operating rates to the same levels for the same customer -

Companies to request PUCO approt el of increases or - categories in the City of Toledo and the rest of its
'

decreases; in the phase-in - plan deferrals to service area. Annuahzed revenues were reduced by
compensate for the effects of tluctuations in sales about 517,000,000 as a result of these rate reduction
levels, as compared to the levels projected in the' rate packages. The revenue reductions do not adversely
orders. and for 50% of the net after-tax savings in affect the phase-in plans as the decrease in revenues is
1989 and 1990 identihed by the management audit as mitigated by the cost reductions resulting from the
discussed below. Pursuant-to these provisions of the management audit.'

| orders, the Operating Companies recorded no _ The 1989 erders also set nuclear per'ormance
: adjustments to the cost deferrals in--1989 and standards through 1998. The Operating Companies

recorded adjustments to increase the cost deferrals by could be required to refund incremental replacement
approximately $10.000,000 and 528,000.000 in 1990 power costs if the standards are not met. No refund
and 1991| respectively.-

_

Operating Companies banked $2,800,000 in benents
was required in 1991 nor is one expected for 1992. The

In bonnection with the 1989 orders, the Operating
Companies. and the Service Company have- in 1991 for above-average nuclear performance

" undergone a management audit, which ~was. based on industry standards for operating availability
completed in April 1990. The audit identihed potential established in the 1989 orders. These banked benehts
annual savings in operating expenses in the amount are not recorded in the fmancial statements as they
of 598.160,000- from 1989 budget levels, 55% can only be used in future years, if necessary, to effset

- (553,9FS,000)_~ for' Cleveland Electric and 45% disallowances of incremental replacement power
H{544,172,000) for Toledo Edisong The Operating costs.
. Companies realized a large part of the savings in 1991. Under the 1989 orders; fossil-fueled power plant

Fifts percent of the savings 'identihed by the performance may not be raised as an issue in any rate
' managesnent audit were used to reduce the t>% rate proceeding before February 1994 as long as the
increase scheduled to be effective on February 1,1991 Operating Companies achieve a systemwide

_

; for each of the np-ating Cempenies -An discussed availabihty factor of at least 64.9% annually. This
previously, Cleveland Electric rates increased 4.35% standard was exceeded in 1989,1990 and 1991, with

- and Toledo Edison rates increased 254% under this availability at approximately 8d% for each year.
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.(7) FEDERAL INCOME TAX "

: Federal income tax, computed by multiplying the income before taxes and preferred and preference dividend
requirements of subsidiaries by the statutory rates,is reconciled to the amount of federalincome tax recorded on
the books as follows:

f or the years ended Decemte 31. J

1990 19891W1 +

(thousands of dollars)

Dook Income Before Federal income Tas . 5465199 $435324 _ $528;065

Tas on Book income at Statutory Rate . . $158372 5148,010 $179,542

- Increase (Decrease) in Tas:
Accelerated depreckuon. . ... . .

090 6.287 10.415

investment tas credits on disallowed nuclear plant . - (37.522) -

Tases, other than federal income tases . (2J'1) (12,116) (107)
Other hems . 10.915 4365 5.712

, .. . .

Total Federal Income Tax Expense. $167.910 5109.024 $195.562

Federal income tax expense is recorded in the income Statement as follows:

For the years ended Decemtwr 31,

1991 1940 1989

(thousands of dollars)
Operatmg Espenses:

Current Ta s Provision . . . . . . . . . . . . . .. 5 88.189 $ 421,85 5 51,869 .

Changes in Accumulated Defened Federal Income Tat
Accelerated deprectanon and amortization. 17,137 41 7'7 44,144

Ahernative minimum tax credit . ... (45.902) (24340) (12,674)

Sale and leasebad transactions and amortization 3.844 6617 4348

Property tas expense. - (14.891)
Reacquired debt rests . 22,403 1355 (1,250)

,

Deferred CWIP resenues . 63~2 20.456 22,731

Deferred fuel rosts . (8,729) 742 (4Js4)
DavwBesse replacement power . - - 9,191

.

14,970 16344 6E30Other items . 4 . . ,

investment Tax Credits. 33.647 2.651 IJ80.

Total Charged to Operatmg Expenses, 137.581 % 076 122 385
,

Nonoperatmg income:
., ._ . .. . . , (4o,084) (42,256) (39341)Current Tai Provision. .

Changes in Accumulated Deferred Federal locome Tax:
Wntemff of nuclear costs . ,, (379) (22.143) -

AFUDC and carrying charges . 40J69 74.447 114 300

Net operating loss carryforward . 35,014 - -
.

Other items . . 1,014 1900 (1782),

Total Expense Charged to Nonoperating income - 30329 12.948 73 177

Total Federallncome Tax Expense. 5167.910 5109.024 $105.562
_

Federal income tax expense adjustments in 1990, associated with previously deferred investment tax credits
~

relating to the 1988 write-off of nuclear plant investments, decreased the net tax provision related to nonoperating
income by $37,522,000 and increased earnings per share by $.27.

The favorable resolution of an issue concerning the appropriate year to recognize a property tax deduction
resulted in an adjustment which reduced federal income tax expense in 1990 by $14,011,000 ($10,375,000 in the
fourth quarter) and increased earnings per share by $.10 (5.07 in the fourth quarter).

For tax purposes, net operating loss (NOL) carryforwards of approximately $402,407,000 are available to
reduce future taxable income and will expire in 2003 through 2005. The 34% tax effect of the NOLs generated is

' 5136,818,000 and is reflected as a reduction to deferred federal income tax relating to accelerated depreciation and
amortization. Future utihzation of these tax NOL carryforwards would result in recording the related deferred
taxes.

The 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 $S2,851,000 are available to offset future regular tax. The credits may
' be carried forward indefmitely.

(Centerior Energy) F-17 (Centerior Energy)

-. . . . _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _



. - --- . - --

(8) RETIREMENT INCOME PLANS AND The settlement (discount) rate assumption was
: OTilER POSTRETIREMENT BENEFITS S.5% for both December 31,1991 and December 31,

;(a) RETIREMENTINCOME PIANS 1990. The long-term rate of annual compensation
increase assumption was 5% for both December 31,

1We rponsor noncontributing pension plans which 1991 and December 31,1990. The long term rate of
cover all employee groups, The amount of retirement retum on plan' assets assumption was 8.5% m 1991

- benefits generally depends upon the length o' and 8% ,m 1900.
.ervice Under certain circumstances, benents can Plan assets consist primarily of investments m,

begin as early as age 55. The plans also provide common stock, bonds, guaranteed investment
' certain death; medical and disability benehts. Our contracts, cash equivalent securities and real estate.
tunding policy is to comply with the Employee
Retirement income Secunty Act of 1974 guidelines. (b) OTHER POSTRETlREMENT BENEFITS

.in 1990; we offered a Voluntary Early Retirement The Financial Accounting Standards Board has issued
Opportunity Program (VEROP). Operating a new accounting standard for postretirement
expenses for 1990 included 515.000,000 of pension benehts other than , ensions. The new standard
phn accruals to cover enhanced YEROP benents plus would require the accrual of the expected cost of such
an tdditional 528,000,000 of pension costs for VEROP benehts during the employees' years of service. The
berichts paid to retirees from corporate funds. The assumptions and calculations involved in~,

$28,000,000 is not included in the pension data determining the accrual closely parallel pension
reported below. Operating expenses for 1990 also accounting requirements,
induded a credit -of 541,000.000 resulting from a We currently provide certain postretirement health
settlement of pension obligations through lump sum care, death and other benents and expense such costspayments to a substantial number of VEROP as these benefits are paid, which is consistent with
retirees. current ratemaking practices. Such costs tot &d

Net pension and VEROP costs (credits) for 1989 59,700 000 in 1991, $S,200,000 in 1900 and 56;500,000
- through 1991 were comprised of the following in 1989, which include medical benents of $8,500,000
- components: in 1991,56.500,000 in 1WO and $5,000,000 in 1989.

1991 1990 tos9 We expect to adopt the new standard
(mahons of donars) prospectively effective lanuary 1,1993. We plan to

Nf rt Itsearned am rtize the discounted present value of thece
dunng the period . . . . $ 14 5 15 $ 14 accumulated postretirement benefit obligation to

Interesi cost on pminted Nncta expense over a twenty year period. We have engagedobhntien . ' 36 37 35_ .

actuaries who have made a preliminary review usmgActual return on plan assets . (129) 5 (73) 1990 data. Based on this preliminary review, theNet amortuation and deferr.st. 65 (65) 13
accumulated postretirement benent obligation as of- Net pension credas . (14) (8) 01) - December 31,1991, measured in accordance with theVEROp cost.

. - 15 - new standard, is estimated in the range of
seniement pin - HI) - 5150.000 000 to $230,000.000.. liad the new standard

Net crede $04) $(34) $O1) been adopted in 1991, the preliminary study indicated,

that the additional postretirement beneht cost in 1991
The following table presents a reconciliation of the would have been in the range of 517,000,000 to

funded status or the plans at December 31,1991 and $30M20 (pretax). We believe the effect of actual
1990, adoption in 1993 may be similar, although it could be

Duember 31, signihcantly different because of changes in health
%. w care costs, the assumed health care cost trend rate,
7mahans g- work force demographics, interest rates, or plan

donars) _ provisions between now and 1993.A r al ent value of benem,

We do not know what action the PUCO may take
Vested benehts $ 301 5 330 with respect to these incremental costs. However, we

.Nonvested hmentt 33 24 believe the PUCO will either allow a means of
: Accumuhued berent oMeauen . m 334

EfMt of future mmpensation current recovery of such incremental costs or provide
for deferral of such costs until recovered in rates. Wekuk. 113 3 do not expect adoption of the new standard to have_

.

Total proiected benef9 obliganon 447 426 a material adverse effect c,n our hnancial condition orplan assets at fair market value. 75 7 653
Surplus of plan am:$ our r<ojected results of operations.

beneht oNmation . 310 227
Unrecegnaed nm pm due to vanance (9) GUARANTEESbetween awumpoon, and espenence (177) 001)
Urirecogneed prior servic* co<t - 13 13 Under two long-term coal purchase arrangements,Transition awet at January 1,1%i7 Cleveland Electric has guaranteed certain loan andbeing amorned .mr 19 years . (100) g) lease obligations of Iwo mining companies. ToledoNe* prepaid persion cust

Edison is also a party to one of these guaranteeQ Q'{[#j|{ {e arrangements. This arrangement requires payments to3

the mmmg company for any actual out of-pocket idle,
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mine expenses (as advance payments for coal) when 1992 in the open marke when the co mon stock
the mines are idle for reasons beyond the conteol of - price is below a predetermined level. As of December
the mining company. P December 31,1991, after 31,1991,38,000 shares had been purchased at a total
giving effect to a rehnarcing completed on January 2, cost of $610,000. We had a similar program to
1992 by one of the mining companies, the principal purchase up to 3,000,000 shares of our common stock
amount of the mining companies' loan and lease in the period March 28,1989 through March 31,1991,
obligations guarantred by the Operating Companies Under - this progra'm, 2,510,000 shares were
was $102,000,000, purchased at a total cost of $46,198,000. Such shares -i

are being held as treasury shares.

(10) CAPITALIZATION- (b) COMMON SHARES RESERVED TOR ISSUE
(a) CAPITAL STOCK TRANSACTIONS Common shares reserved for issue under the
Shares Jd, retired and purchased for treasury during Employee Savings Plan and the Employee Purchase
= the three years ended December 31,1991 are listed in Plan were 2,828,848 and 21,423 shares, respectively, at

the following table. December 31, 1991. At the April 1992 Annual
1"! 1990 198* Meeting, share owners will be asked to authorize an

(thouunds of shares) additional 500,000 common shares for the Employee
Centerior Energy Common Stock: Purchase Plan.
Widend R6:necument and Stock options to purchase unissued shares of

CO**0" stock under the 1978 Key Employee Stock
E oy an . . Opt. ion Plan were granted at an exercise price of 100%

-

Employee Purchase Plan . - - 36
of the fair market value at the date of the grant. No

1978 Key Employee Stock
Option Plan. - - 17 additional options may be granted. The exercise

,

# @dekmM&W hrMg Ge 6.me
Total Common Stock Sales . 1.770 - 53

Treasury Shares . (11) (1.391) (1,082) years ended December 31,1991 ranged from $14.09 to
$17.41 per share. Shares and price ranges of

. Net Chanse. 17s9- (1.391) (LO29) outstanding options held by employees were as. .. . .

Cumutative Prefened and (o}}ows
Preference Stock of Sutsidianes

1978 Kev Employee
St ck option Man

~ Subject to Mandatory
1991 1990 1989

Redernprion: .

Cleveland Electric Sales Options Outstanding ai
December 31:Prefened:

$ 91.50 Series O. 75 - - Shares .. 129,798 168.655 215,187

88.00 Series R . 50 - - Option Prices . $14N to $14.09 to $14.09 to
Cleveland Electric Retirements $20.73 $20f3 $20.73

' Preferred:
$ 7.35 Series C . (10) (10) (10) (c) EQUTIY DISTRIBUTION RESTRICTIONS.

6800 Senes E (3) (3) (3),

75.00 Senes F , (2) - (1)- At December 31,1991, consolidated retained earnings
80R Senes G . - (1) (2) were comprised almost entirely of the undistributed

145.00 Series H .- -- (14) (4) retained earnings of the Operating Companies.
- 145.00 Series 1. . . (14) (4)- (4) Substantially all of their retained earnings were
113.50 Series K . 00) - -

available fo' the declaration of dividends on theirr
Adjustable Series M (100) - -

respective preferred and common shares. All of their

3 [Nries 1_ .
- - (6) common shares are held by Centerior Energy.

"

Any fm.a_ncing by an Operating Company of any of
Toledo Edison Renremcnts its nonutility affiliates requires PUCO authorization

Preferred; unless the financing is made in connection with
$100 par $11.00. (10) (10) (5) transactions in the ordmary course of the companies *,

9.375 . (17) (17) (17) public utilities business operations in which one
- Net Change. . (41) (59) (52) company acts on behalf of another.

Shares of common stack required for our four (d) CUMULATIVE PREFERRED AND
stock plans in 1991 were either acquired in the open PREFERENCE STOCK
market or issued as new shares of common stock
when the common stock price reached a Amounts to be paid for preferred stock which must be

redeemed during the next hve years are $16,000,000predetermined threshold for such transactions.
.

.-in 1992, 541.000,000 in 1993, 541,000,000 in 1994,We began a program in July 1991 to purchase up to
1,500,000 shares of our common stock by June 30, $52.000,000 in 1995 and $42,000,000 in 1996.

'
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The annual mandatory redemption provisions are -(c) LONG TERM DEBT AND OTHER
as follows- ~ BORROWING ARRANGEMENTS

d","p*t![n''3 ,"d*$,.7 Long term debt, less current maturities, for the-
g Operating Campanies was as follows:sharn

-Begmning PerTo Be
R. deemed in Share or Average Decs mber 31;

) ear of Matunty -
Cleveland Electric - '

Interest Rate 1991 1WO
''

'
g (thousands of dollars)
$ 3 7,35 Senes C . 10,000 1984 5 100 "N'#.. ,.

$ $- 88 00 Series E .-. . - 3.000 1981 1,000 g. .

; Adjustable Senes M . 100.000 1991 100
399] ' 1315 - b349.125 Senes N. 150,000 1993 ' 10 1993; 3 875 30,000 30,00091.50 Senes Q. . - 10.714 1995 1.000..

1993. 8.55 50.000 50,00088.00 Series R . . 50.000 2001* 1000 1993 . 13J5 4334 4334Toledo Edison
1994. 4375 25.000 25,000.

1994. 1315 4334 4,334$ p r $1100. . . . . 5,000 1979 .100...

9.3 75 16.650 1985 100
* '

~

4 3' 34
.

1995 .. .. 1315 4334,f 25 par 2.81. 400,000 1993. 25 . <
..

1995. 7.00 00 ,50* All outstandmg shares to be redeemed Decemter 1,2001.
. s

3996. 1375 4334 4,334. . .

-1996. 7.00 750 750The annualized cumulative preferred dividend , .

1996. . . . 9375 100.000 100.000requirement as of December 31,1991 is $66,000,000. 1997 2001 936 127J98 127398
.. .

~ The preferred dividend rates on Cleveland 2002 2006 . 8.98 251.801 251,801.,

Electric's Series L, M and P and Toledo Edison's Series 2007-2011 879 387,250 387,250,.

c A and B fluctuate based on prevailing interest rates 2012 2016 . 8.97 439,085 439,085.

= and market conditions, with the dividend rates for 2017-2021 . 8.53 635,180 635,180.

. these issues averaging 8.26%,7.61%,6.24% 8,82% and 2022 2023 . ?.6C 322,100 322.100. .

9.67%, respectively, in 1991, 2387,050 2.511.384
. Under its articles of incorporation Toledo Edison Term bank loans due

cannot issue preferred stock unless certain earnings 1993-1996 8 46 196J00 127.900. .

coverage requirements are met. Based on earnings for *dI" * ~ ''"" " ''S
the 12 months ended December 31,1991, Toledo ["[s d [19jM99)I

Edison could not issue addmonal preferrt i stock. The 9 0
Debentures due 1997. 11.25 125,000 125,000L issuance of additional preferred stock in the future
Pollution control noteswill depend on earnings for any 12 consecutive due 1993 2015 . . . . 9.70 189,900. 190.660months of the 15 months preceding the date of Other - net - 6,063 4.663issuance, the interest on all long-term debt Total long Term

outstanding and the dividends on all preferred stock Debt . $3.841355 $3J29,237. .

- issues outstandmg.
..

~

Preference stock authorized for the Operating . Long-term debt matures during the next five years
Companies are 3,000,000 shares without par value for as follows: $200,000,000 in 1992, $318,000,000 in 1993.
Cleveland Electric and 5.000,000 shares with a $25 par $89,000,000 in 1994, $278,000,000 in 1995 and

i value for Toledo Edison. No preference shares are $343,000,000 in 1996.
currently outstanding for either company. During the 1989 1991 period, the Operating

iThere are no restrictions on Cleveland Electric's Companies ued $S34,500,000 aggregate principal
: ability to issue preferred or preference stock or Toledo amount of sn ured medium-term notes. The notes are
Edison's ability to issue preference vock. secured by hrst mortgage bonds. At December 31,

With respect to dividend and liquidation rights, 1991, Toledo Edison has $15,500,000 aggregate -
~ each Operating Company's preferred stock is prior to principal amount of secured medium-term notes
its preference stock and common stock, and each registered with the SEC and available for issuance.
Operating Company's preference stock is prior to its Cleveland Electric has arranged to refund in July

. common stock. 1992 $78,700,000 principal amount of a pubN
authority's tax-exempt bonds due 2012 and hawng a !"
13%% interest rate with 'he proceeds from the sale m <

July 1992 of an equal principal amount 'of the
i

authority's bonds due 2013 and having an effective
interest cost of S.25% Cleveland Electric's first
mortgage bonds collaterally secure both issues. The
PUCO authorized Cleveland Electric to record interest
expense equal to a blend of the higher rate on the

. outstanding bonds with the lower rate on the new
; bonds for an interest expense reduction of $1,000,000
j' in 1990, 53,400,000 in 1991 and approximately
'

$3,000,000 in 1992.

{
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The mortgages of Cleveland Electric and Toledo (11) SHORT-TERM BORROWING
Edison constitute direct first liens on substantially all ARRANGEMENTS

- property owned and franchises held by them. Our bank credit arrangements at December 31,1991-
Excluded from the liens, among other thmgs, are were as follows;
cash, securities, accounts receivable, fuel, supplies ceveland Tsedo c.mwe
and, im the case of Toledo Edison, automotive D"mc Idaan Cornrany T_Ptal

(thousands of dollars)+

equipment.
Additional first mortgage bonds may be issued by Bank IJnes of credit . 515: 000 570.400 stwoo 5:30.400

Cleveland Electric under its mortgage on the basis of There were no borrowings under these bank credit
bondable property additions, cash or substitution for arrangements at December 31,1991. An additional
refundable first mortgage bonds. The issuance of $5,000.000 line of credit is available to the Service
additional first mortgage bonds by Cleveland Electric Company under a $30,000,000 Cleveland Electric line
on the basis of property additions is limited by two of credit, if unused by Cleveland Electric. The
provisions of its mortgage. One relates to the $5,000,000 line of credit is included in the Cleveland
amount of bondable property available and the other Electric total,
to camings coverage of interest on the bonds. Under Short term borrowing capacity authorized by the
the more restrictive of these provisions (currently, PUCO is $300,000.000 for Cleveland Electric and
the amount of bondable property available), $150,000,000 for Toledo Edison. The Operating
Cleveland Electric would have been permitted to issue Companies have been authorized by the PUCO to
approximately $335,000,000 of bonds based upon borrow from each other on a short-te rm basis,
available bondable property a' December 31,1991. Most borrowing arrangements under the
Cleveland Eles tric also would c ave been permitted to Operating Companies'short term bank lines of credit
issue approximately $214,000,000 of bonds based require a fee of 0.25% per year to be paid on any
upon refundable bonds at December 31,1991. lf Perry unused portion of the lines of credit, For those banks
Unit 2 had been canceled and written off as of v ithout fee requirements, the average daily cash
December 31,1991, Cleveland Electric would not have balance in the Operating Companies' bank accounts

'

been permitted to issue any bonds baced upon satisfied informal compensating balance
available bondable property, but would have been arrangements,
permitted to issue approximately $214,000,000 of At December 31,1991, the Operating Companies
bonds based upon refundable bonds. had no commercial paper outstanding. If commercial

- The issuance of additional fi:st mortgage bonds by paper wm outstanding,it would be backed by at least
Toledo Edison also is limited by provisions in its an ecua! smount of unused bank lines of credit.
mortgage similar to those in Cleveland Electric's The fee for the Service Company's lines of credit is
mortgage. Under the more restrictive of these 0.25% per year to be paid on any unused portion ofits
provisions (currently, the camings coverage test), lines of credit.
Toledo Edison would have been permitted to issue No formal short-term borrowing arrangements
approximately $164,000,000 of bonds at an assumed have been established for Centerior Energy,
interest rate of 11% based upon available bondable
property at December 31,1991. Toledo Edison also (12) CHANGES IN ACCOUNTING FOR
would have been permitted to issue approximately NUCLEAR PLANT DEPRECIATION
$186,000,000 of bonds based upon refundable bonds a June 1991, the Operating Companies changed the
at December 31,1991J If Perry Unit I had been method used to accrue nuclear plant depreciation
canceled and written off as of December 31,1991, the from the units-of-production method to the straight-
amount of bonds which could have been issued by line method retroactive to January 1,1991. The good

performance of the nuclear generating units over theToledo Edison would not have changed.
_

past several years had resulted in units-of-productionCertain unsecured loan agreements of Toledo
Edison contain covenants relating to capitalization depreciation expense being significantly higher than
ratios, earnings coverage ratios and limitations n the amount implicit in current electric rates. The
secured financing other than through first mortgage straight-line method better matches revenue and
bonds.or certain other transactions. An agreement expense, tends to levelize periodic depreciation
relating to a letter of credit issued in cennection with expense for nuclear plant and is more consistent with
the sale and leaseback of Beaver Valley Unit 2 (as industry practice.
amended in 1989) contains several fmancial- The PUCO approved the change for each
covenants affecting Centerior Energy and the Operating Company and authorire<1 them to accrue
Operating Companies. Among these are covenants depreciation for their three operating nuclear
relating to earnings coverage ratios and capitalization generating units at an accrual rate of about 3% of their
ratios. Centerior Ener6y and the Operating plant investment based upon the units' forty-year
Companies are in compliance with these covenant operating licenses frorr, the NRC. This change in
provisions. We believe Centerior Energy and the method decreased 1991 depreciation expense
Operating Companies will continue to meet these $35,946,000 and increased 1991 net income $27,952 000
covenants in the event of a wnte-off of the Operating (net of $7,994,000 of income taxes) and earnings per
Companies' investments in Perry Unit 2, barring share $.20 from what they otherxise would have
unforeseen circumstances. been.
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h--In Deceraber 1991, the PUCO approved for ea h- change in rate decreased 1991 depreciation expense
|: Operating 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 income taxes) and earnings per: each of their three operating nuclear tmits retroac"ve ' Ne 5.15 from what they otherwise would have
'

'

to January 1/1991. We believe the lower depreciation . m n.-
accrual rate is appropriate and reduces combined

Depreciation expense secorded in prior years was
; annual depreciation expense 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. Ttis |

(13) QUARTERLY RESULTS Of OPERATIONS (UNAUDITED)

The following is a tabulation of the unaudited quarterly results of operations for the two years ended December31,199L
.

Quarters Ended
March 31. lune 3a. Sept.30. Dec. 3t.

19911 tthousands of dotiars, except per ware amounts)

Operating Revenues. . . . . . . . $608,583 $645,355 $716,070 $590.244
. . ...

. Operating Income. $129,003 $145,709 $182,085 5123,253
.. . ...

. Net Income . . .
. .. ., . . .

$ 35,470 $ 51,736 5 95533 $ 54,701.. . . ... ,,.. ........ . ..

' > verage Common Shares (thousands) . 138,404 138,881 139,336 139,737
.

.. . ...

' Earnings Per Common Share . . . . . . $ .26 $ .37 $ .6S $ .39 .
. .. .

. Dividends Paid Per Common Share $ .40 $ .40 $ .40 $ . 40 .
.. . ... .

-1990
,

Operating Revenues. . . , , ... .... . $566,725 $586.164 $699,499 $575,053Operating Income. . . . $116,169 _ $ 86.743 5171,684 $129,824. ..... .. . ...,

Net income . . . . $ 50,509 $ 54,921 $ 99,749 $ 59,280... .... .. . .

Average Common Shares (thousands) 139.486 138.980 138,610 138,441. . ...

Earnings Per Common Share
_$ .36 $ .40 $ .72 $ .43 -

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

Dividends Paid Per Common Share .. $ .40 $ .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 reporting 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 4ine 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 of4

$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 Signif cant 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 5.29 per share.

_

. . Earnings for the quarter ended June 30,1990 were increased as a result of federal income tax expense
adjustments :asociated with deferred investment tax credits relating to the 1988 write-off of nuclear plant

i

investments. De 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 year for the change in depreciation rates for nonnuclear and

L Davis-Besse property (see Summary of Significant Accounting Policies), $10,169.000
-

to increase phase-in
carrying charges for the adjustment to 1990 cost deferrals (sce Note 6) and $10,375,000 to reduce federal income
tax expense (see Note 7). The total of these adjustments increased quarterly earnings by $35,000,000, or 5.25 per -
share. -.

.
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Finaycial and Statistical Review
. . . . .

Operalig lit venues (thousands of dothis)
htt p fli l otal

t ot al IWaI } }f aithJ { 'pe'f at t.yi

i taf EcMeht al C a*H eriri. isl Nd oe s t-is 'i i Mirt bia.1 Whdetale f t) l is civit da C.as krs etw ues

1o91 . $777273 : 3 318 782 747 1H 0:6 ? 4713t4 Hm %0:52 - $2 %0.v: '

1% 719 OM 6t3 910 779 391 189 754 2 M7 IU 'O 308 2 42? 441 - 2 4?? 441

IW9. M5 73% 016 902 746 534 204 709 2 253 640 107 3M 2 301 '04 - 2 361 3D4

1955= 6T7 33 537 % ) t,75 %4 F4 524 1 VM 2% I19 505 2 054 NO - 2 054 603

6296M $31 M2 e+9 959 3e U2 1 67576 4523 1 v32 851 u 371 1 946 27.-

1961 449 190 354 4*n 5M 344 to 314 1 402 319 ?! 4%0 1 473 7t9 19 627 1 49) 3"6

... ..

Operating Espenses (thou: ands of dollars)
uihr,

f uel 46 Oreta tion Dopf en tisch laars Ihase m k l edt ra' letal
pu hased & 6 Opevlhan he gue m Inm me opr,at me,

t ear l'e= re t s .1 IAm tenam e Amortua'mn ill Driened Net lenn l aterace

m1. 5499 /,72 FCI 225 242 705(t) 304 709 (3 093) 137 SSI $1980 02

1Mn 47220 k2 735 242 153 28143 (M 6M) 46 076 1 911 021

1"f9 47264 401" 272 671 259 671 (% 220) 122 M5 1 929 529

14 9 808 N4 MA 632 2b4 824 29 5%0 (IM 299) 123 097 17431%

lW7. 441 U2 N2 594 214 421 207 52) (F7 t 23) 105 912 1 574 15?

1961. 512 323 319 894 128 721 12* 347 - 108 417 1 197 702

. . . .

Income (less) (thousands of dollars)
Iederal

Oiber Inwme inwme i redened &
Inwrne & l a m- IM .ne I eHerent e

Operstmg AI UDC- Deductiont fattur=g C reJit lot.mt Dt bt AI UDC- bim k
tw in< re, founv Net C haren d ipeme ) _ Chape neuerru De t+t Dintends

DN. 55M 050 9 351 5 248 109 001 (30 329) 673 921 3F1;60 (5 24F) 60 649

IMD. 504 4D 7 M3 145 205 085 (12944 704 M5 354 278 (5 W3) el H1
1t89 431 775 lt 930 1434 299 159 p3177) t+9 OS$ 369 481 (12 429) 65 017

1%8 211 bM 13504 (489 047)(c) 372 155 131 254 M9531 378 292 (6 137) 69 4 k9

15!? 372 065 2W DS (57 821) 39 599 121 122 774 273 4 M 042 (137 257) b61M

IM 1. 2V5694 F14M 19 469 - 25 741 422 372 2.U 022 (49 Ml) % 4%9

. . . . .

. . income (Loss) (thousands of dollars) Common Stock (dollars per mare h -

Itwome (i.en)
! twlore

C umulam e C umula tn e
I tiest of an lifest of an Netum cm
Accourmr4 An ou.;h r6 g A s ev a ge Anet -

Change Change et Net %4rn Comn
or I.straordmary 1 straoshnary Im ome Outuandmg l arnmp hk Du ndemh th

) ea. C.a m Ga n ticM phnusande ) (tout Iquoy Declared Value

1991. $237 240 - $237 240 139 104 $ 1.71 34% $160 $ 20.3 7

1mA) 2M 4% - 264 459 138 H 5 1 VJ V4 1 tiO 20 30

1W9 266 M6 - 266 836 140 4M 1 90 96 1 60 19 09

19M . (102 113) 29153(d) (73 460) 143 778 (0.53) (2 5) 1M *9 M. y

1%7 J+o M3 - 390 M3 135 395 82 12 f( 2 56 22 10

i 1Hl . 1 9 412 10 h07(r) 191 219 74 679(f) 2 %f f) 13 0 2 00(f) 19 29(f)

N (M 1981 data a the risult of comNmr'g and restating Clevriand Ilectnc and To edo Edison daul

(g i Wht 'tnale revenues fuel and pahawd power, wi Me6 ale elecinc sa;e5 und purthned power (mounts are teuated for le'0 and poo* gars to
teflot a cMaw m evpartmg of bulk power sales pansactim , in accordance with I!8C reptemenn,1

(O in IV A tt y Oprating Cornpames adopted a change in a(count.3 for nudcar plata depre"4twn, thangmg hom the umtoohrudachon method
to the sinight l.av methAl at a 2 5's f ate.

fd 1%udes crue.oK of nudcar costs m the amount of B34 M5KXIin 194
(d) If.148, the Operatmg Comparues adopted a change m the meihod of mountmg for unNied res enues
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CEN11P.KA EXthCY CCKVOM1 TON AND $UltSIN4Mls \. .. ...,.................. .......,......... .... . . . . . ... . . . , . ... .. .. ..., . . . .... .
.1Electric Sales (millions of KWH) nutric Cmtomers (p ar end) Re.idenhal U< age
;

Aierue A.e,are *

A. crne ifue keschur I
Ir.dminal a h H I er Pet Per I

Teor Keudcanal Commemal InJustnal Whtdraalefe) Other Total keudennel Comnsenaal & (%rr Total Cusumiet WH Cue.me,r !
-- ;1991.. . 6 9$1 7 176 11 559 2 711 1 04S 29 473 921 995 90 449 12 843 1 031 ?S7 7410 11.1td $ $27,10

,

1990.. 66% 6 848 12 168 2 487 959 29 128 918 965 94 522 12 436 1 026 393 7 (f/9 10 82 765 93
.

+

1080... 6 806 6 830 12 520 3 235 996 30 387 914 020 931(33 12 763 1 020 616 7 295 to Oti 737.56 i1988... 6 920 6577 12 793 1 828 946 29 064 909 *82 92 132 12 303 1 013 619 7 462 9,21 64J06
1C07. . . 6 659 6 MO 11955- 1IM 949 27 109 903 365 40 148 12 240 1 005 753 7 217 9 46 68543

1981.... . 6 2v5 ; 4 72 11 360 2 170 808 26 105 f*4 $$8 64 287 11 530 990 4tb 6 09 7 16 4rg$7 ,

............ ..... ... ....... ... .. . . . . . .. .. . . . .. . ., . . .. . . ..

Load (MW & %) Energy (millions of KWH) Fuel I

o ceable -r
1 thnency- ;iCapaniv

atTme Peak Capaary lead C"*P8"2.f4nerated
Yoar of real . leaJ Marrm f actor . f md Nudcar Total._

Purs heed I uel Cmi STU Per
'

Power (e) Total Per k WH kWH
1 1991 . . . . . 6 453 $ 361 16.9% 62.9'k 18 041 13 454 31 495. 40 31 535 1.4H 10 442

1990.. ' 6 437 5 261 18.3 63 6 21 114 9 481 30$95 413 31 00S 1.52 10 354
1909. 6 430 5 389 16 2 63 3 20 174 12 122 32 296 21 32 317 147 10 435.

1983.. .. 5525(g) 5673 (2 7) 60 8 21 576 71i05 29 381 1 685 31 266 159 10e10 .

1967.. . . . 5 955 5 173 ~ 13 1 63.6 20 894 6 907 27 801 1 kN N 169 1 53 1049-
. .

1981.... . 6 440 4762 26 1 63 6 20 573 436 -24 970 2 945 27 915 1.H0 10 490'
....................... . .............. .. .. ..... . .. .. .... .. . . . . .. .... .. .

Investment (thousands of dollars)
Construenon

Woek in Total
Ut hty Accumulaud Progreu Nuclear Propert y. Utihty

Plant in Depredahan & Net & Perry f uel and Plant and Plant * otalYoar 6ervw Amce uGem I'lant Urnt ? Other Equipment Additame Anets !
,

1991 ...... $8 888 219 2 274 489 6 613 730 1 066 428 302 927 $8183 085 $203 $43 $12 042 089 |

1990........ 6 6 % 219 2 036 510 6 597 709 1 133 535 568 124 8 299 368 - 251 312 11 894 235
1989....... 8 397 638 1 823 520 6 574 118 1 157 273 591 692 8 323 083 217 319 - 11 666 547 ;
1080........ 8 143 673 1 569 334 6 574 369 1 222 732 643 087 8 440 188 343 143 11 573 098
1937..... .. 8 50,,114 1 324 446 7 063 668 1 007 707 656 350 8 727 725 947 921 11 349 836

1901. 3 874 628 673 663 3 000 965 1645 (N8 143 590(h) 4 789 t53 610 277 5 378 446...

. .....s .......... . ...... . ... .... . .......... . .. ..... .... . ... . .., , .... ..... ..... ...

Capitalization (thousands of dollars & %)
,

Preferred & Preferente Preferred Stock ,<tthout I
Stock, with Mandatory Mandarnr) kedempnon -

Yoor Common Stexk Iquiry Redemphon Prov6uons Premiors Ionde m Det.i Totat _
,

~1991 . $2 854 484 38% 332 031 4% 427 334 6% 3 S41 355 52% $7 455 204.

- 1990, 2 610 033 - 39 237 490 . 3 427 334 6 3 729 237 52 7 204 094, ,

1009 2 794 572 . 40 281 352 4 427 334 6 3 533 656 50 7 036 914;"
1980.. 2 771 744 39 303781 4 427 334 6 3 551 614 51 7 054 473

.....

..-

1937.. -3 109 060 41 343 983 4- 457 334 6 3 718 249 49 7 628 628 -.

.

1981... .... 1 545 829 36 420 500 10 245 071 5 2 090 % 8 49 ' 4 302 3M
|- -. ........,. ... ... .. . . . .. . .. . .. .. .. . . . . . ,

[ ' (t) In 1961/ Toledo Ednon reahred an estraoranary pain from the eschange of comrnon stock for kmds.
~

(f) Average sh res outstanding and related per share tornputations rc6ect the Cleveland Electric 1 ll-for-one cuharte ratio and the Toledo FMon
|' one for one exchange ratio for Centerior Energy shares at the date of athhation, Arnl 291%6

(t) Copacity data reflects estended gen * rating unit cutage for renovation and improvements

(h) Restated for effects >f rapitahution of nudear fuel lease and francing arrangements pursuant to Statement of linandal Accountmr:

Standards 71.

.
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RCpoli Of IlltlCfCllilClli PlildiC ACColllllittll5

l

lo the Share Owners of b bThe Cleveland Electric illuminating Company,

We have audited the accompanying consolidated operations and their cash flows for each ei the three
calance sheet and consolidated statement of y ears in the renod ended December 31,1991, ,n
cumulative prefened stock of The Cleveland Electric conformity with generally accepted accountmg
Illuminating Company (a wholly owned subsidiary of principles.
Centerior I nergy Corporation) and subsidiaries as of As discussed further in the Summary of Signincant
December 31,1991 and 1940, and the related Accountmg policies and Note 12, a change was made
consolidated statements of income, retained earnings in the method of accounting for nuclear plant
and cash flows fer each of the three years in the depreciation in 1991, retroactive to January 1,1991.
period ended December 31,1991. T he3e hnancial As disassed further in Note 3(c), the future of
statements and the schedules referred to below are the peny Unit 2 is undecided. Construction has been
responsibility of the Company's management. Our suspended since July 1985. Various options are t>cing
responsibility is to express an opmion on these considered, including resuming construction,
hnancial natements and schedules based on our converting the unit to a nonnudear design, sale of all -

audits. or part of the Company's, ownership share, or j'
We conducted our audits in accordance with canceling the unit. Management can give no assurance

generally accepted auditing standards.1 hose when, if ever, peny Unit 2 will go in service or
standards require that we plan and perform the audit whether the Company's investment in that unit and a
to obtain reasonable assurance about whether the return thereon will ultimately be recovt red.
fmancial statements are free of material misstatement. Our audits were made for the purpose of forming
An audit includes examining. on a test basis, an opinion on the basic hnancial statements taken as
evidence supporting the amounts and disclosures in a whole.1he schedules of The Cleveland Electric
the fmancial statements. An audit also indudes illuminating Company and subsidiaries listed in the
assening the accounting principles used and index to Schedules are presented for purposes of
signihca estimates made by management, as well as complying nith the Securities and Exchange
evaluatmg the overall financial statement Commission's rules and are not part of the basic
presentatmn. We beliese that out audits provide a nnancial statements. These schedules have been
reasonable basis for our opinion. subjected to the auditing procedures applied in the

in our opinion, the hnancial statements referred to audits of the basic hnancial statements and, in our
above present fairly, in all material respects, the opimon, fairly state in all material respects the
hnandal position of The Cleveland Electnc hnancial data required to be set forth therein in
Illuminating Company and subsidiaries as of relation to the basic hnancial statements taken as a
December 31,1991 and 1990, and the results of their whole.

Cleveland, Ohio -
February 14,1992 Arthur Andersen & Co.

a
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Summary of.Significant Accounting PoHcies
.. _ . - . . . . . . .. . . . . . . . . . . . .

Gl:NERAL Operating uvenues include (cirain whobale

The Cleveland Dectric llhiminating Company U """ ' '""""""#""' # "" "# # "i

# ## " "I"'" " U ' "9 " "" *" "'' "' '"(Company) is an electric utility and a wholly o'wned '

ese power sa nansac@ns wm neued wnh- subsidiary of Cen:erior Energy Corpor1 tion
(Centerior E.nergy)J The Company follows the purchased power transactions and reported as part

Uniform System of Accounts prescrited by the of fuel and purchased power expense. The amounts
for pior yors have ako been reclassihed to conformFederal Energy Regulatory Commission (PERC) and

adopted by The Public Utilities Commission of Ohio with current reporting requirements See Note 13.

(PUCO). As a rate-regulated utility, the Company is
TUEL EXPENSEsubject to Statement of Financial Accounting

Standards 71 which governs accounting for the effects The cost of fossil fuel is chargcd to fuel expense based
of certain types of rate regulation, The hnancial on inventory usage. The cost of nuclear fuel.,

statements include the accounts of the Company's including an interest component, is charged to fuel,

wholly owned subsidiaries, which in the aggregate are expense based on the rate of consumption. Estimated
not material. - future nuclear fuel dhposal costs are being recovered

The Company is a member of the Central Area through the base rates.
Power Coord% 3 Group (CAPCO). Other - The Company defers the differences between -

'

members inc.um 9 e loledo Edison Company actual fuel costs and estimated fuel costs cunently
(Toledo Ediss.ah - Duquesne Light Company being recovered from customers through the fuel
(Duquesne), Ohio Edison Company (Ohio Edison) factor. This rnatches fuel expenses with fuel related
and Ohio Edison's wholly owned subsidiary, revenues

;

Pennsylvania Power Company- (Pennsylvania
- Power). The members have constructed and operate PRE PilASE IN AND PIIASE IN DEFERRALS
generation and transmission facilities for the use of OF OPERATING EXPENSES AND )
the CAPCO companies. Toledo Edison is also a CARRYING CllARCES
wholly owned subsidiary of Centeriat Energy. The PUCO authorized the Company to record, as 1

" * * "' # " #E"##""E ##"" #"RELATED PARTY TR ANSACTIONS
carrying charges related to I erry Nuclear Power Plant

; Operating revenues, operating expenses and interest Unit 1 (Perry Unit 1) and Beaver Valley Power
charges include those amounts for transactions with Station Unit 2 (Deaver Valley Unit 2) from their j
affiliated companies in the ordinary course of respective in service dates in 1987 through December ;
buriness operations. 1988. Amortization and recovery of these deferrah i

The Company's transactions with Toledo Edison (called pre phase in deferrals) began in January 1989 i
are primarily for interchange power, transmission line in accordance with the January 1989 PUCO rate order
rentals and jointly owned power plant operations
and construction. See Notes 1 and 2.

'

discussed in Nc,te 6. The amortizations will continue
!

over the lices of the related property.
Centerior Service Company (Service Company), As discussed in Note 6. the January 1989 PUCO

the third wholly owned subsidiary of Centerior rate order for the Company included an approved rate
- Energy, provides - management, fin a n cial, - phase in plan for the Company's investments in
administrative, engineering, legal and other services at Perry Unit 1 and Beaver Valley Unit 2. On January 1,
cost to the Company and other affiliated companies. 1989, the Company began recording the deferrals of ;
The Service - Company billed the Company operat;ng expenses and interest and equity carrying
$138.000,D00, $106,000,000 and 592,000,000 in 1991, charges on deferred rate based investment pursuant
1990 and 1989, respectively, for such services, to the phase-in plan. These deferrah (called phase-in

deferrah) will be recovered by December 31,1998.

Customers are billed on a monthly cycle basis for their DEPRECIATION AND AMORTIZATION
;

energy consumption based on rate schedules or The cost of property, plant and equipment b |
. contracts authorized by the PUCO, An accrual is depreciated over their estimated useful lives on a
made at the end of each month to record the straight line basis. Prior to 1991, only nonnuclear
estimated amount of unbilled revenues for Lilowatt- prenrty, plant and equipment was depreciated on a.
hour sales rendered in the current month but not -- straight line basis, as depicciation expense for the
billed by the end of that month. nuclear generating units was based on the units-of-

A fuel factor is added to the base rates for electric production method.-

service. This factor is designed to recover from The annual straight Une depreciation provision for
customers the costs of fuel and most purchased nonnuclear property expressed as a percent of
power. It is reviewed and adjusted semian: 4 ally in a average depreciable utility plant in service was 3A i

PUCO proceeding in 1991, 3,3% m 1990 and 3.9% in 1989. T he rate

(Clevelan'd Electric) F-26 (rleveland Electric)
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declined in 1990 because el a PUCO approved c hange deprsciation expenvf under the habihty rnethod.
in depicciaton raies effectwe January 1,1990, 5cc Note 7.
attnbutable to Innger estimated liven for nennuclear
property. See Note 13. UEFEKl:ED GAIN I ROM

in 1900, the Nuclear Regulatory Commission SALE OF UllLITY Pl. ANT
(NRCl approved a six year extension of the operaung
license for the Davis Besse Nuclear Power Station

The Company entered mio a sale and leaseba(L
transaction in 1987 for the coal bred Druce Mansheld(Davis Besse). The PUCO approved a change in the
Generating Plant (Mansheld Plant) as discussed inunits of-productic.n depreciation rate for Davis- Note 2. The transaction resulted in a net gain which

Besse, effective January 1,1990, which recognized the was deferred. The Company is amortizing the
life extension. See Note 13.

Effective January 1,1991, the Company changed apphcable deferred gain over the term of leases under

its method of ac' counting for nuclear' plant ik sale and leaseback agreement. The amortiratmn
and the lease expense amount are recorded a$ other

depreciatien from the units-of production method to
the straight.hne method at about a 3% rate. The operatmn and maintenance expense,

PUCO appr td this change !n accounting method INTEL,EST Cll ARCESfor the Company and subsequently approved a
change to lower the 3% rate to 2.5% for the tl.ree Debt interest reported in the income Statement does
operating nuclear units retroactive to January 1,1991- not include interest on nuclear fuel obligations
See Noto 12 and 13- Interest on nudear fuel obligations for fuel under

The Company uses external funding of future mnstruction is capitalized. See Note 5. *

- decommissioning costs for its operating nuclear unit 5 Losses and gains reahred upon the reacquisition or
pursuant to a PUCO order. Cash contributions are redemption of long term debt are deferred, consistent .

made to the funds on a straight line basis over the with the regulatory rate treatment. Such losses and
remaminglicensing period for each unit. Amount 5 grins are either amortired over the remainder of the
currently in rates are based on_ past estimates of original life of the debt issue retired or amortized over

'

decommissioning costs for the Company of the hfe of the new debt issue when the proceeds of a
563,000,000 in 19S6 dollars ar Davis Desse and new is;ue are used for the debt redemption. The
$44,000,000..od $35,000,00r m 1957 dollars for Perry amortirations are included in debt interest expense.
Unit 1 and Beaver Valley Unit 2, respectively. Actual
decommissioning coes aa expected to signihcantly PROPERTY, PLANT AND EQUIPMENT ;

exceed these estimates. It is expected that increases in
~

the cost estimates will be recoverable in rates Property, plant and equipment are stated at original i

resulting from future rate proceedings. The current cost less any amounts ordered by the PUCO to be i

level of expense being funded and recovered from written off. Included in the cost of construction are ;

customers over the remaining licensing periods of the items such as related payroll taxes, pensions, fringe

units is approximately $4 00R000 annually. benehts, management and general overheads and
allowrnce for funds used during construction

FEDERAL INCOME TAXES - ( AFUDC). AFUDC represents the estimated
. composite debt and equity cost of funds used to

The financial statements reflect the liability method of fmance construction. This noncash allowance is
'

. accounting for income taxes. The liability method credued to income, except for certain AFUDC for
'

requires that the Company's deferred tax liabilines be Perry Nuclear Power 11 ant Unit 2 (Perry Unit 2). See ;

adjusted for subsequent tax rate changes and that the Note 3(c). The gross AFUDC rate was 10A7% in
'

.

Company record deferred taxes for all temporary 199L 10AS% in 1990 and 10.91% in 1989. -

differences between the book and tax bases of assets Maintmance and repairs are charged to expense as
and liabilitu A port,on of these temporary . mcurred. The cost of replacmg plant and equipmenti

differences are attributable to property related tmung is charged to the utility plant accounts. The cost of .

; differences that the PUCO used to reduce prior years property retired plus removal costs, after deducting
tax expense for ratemaking purposes whereby no any salvage value, is charged to the accumulated
deferred taxes were collected or recorded. Since the prEvision for depreciation.
PUCO practice permits recovery of such taxes from
customers when they become payable, the net RECLASSIFICATIONS
amount due from customers has been recorded as a
. regulatory asset in deferred charges A substantial Certain reclassihcations base been made to prior 1

i portion of this amount relates to differences between years' hnancial statements to make them comparable
the book and tax bases of utility plant Hence, the with the 1991 hnancial statements and consistent
recovery of these amounts will take place over the- with current reporting requirements, These include

~

lives of the related assetsc reclassihcations related to certain wholesale power
investment tax credits are defened and amortired sales revenues as discussed previously under-

over the estimated lives of the applicable property. " Revenues" and accumulated deferred rents as ;

The amortization is reported as a reduction of discussed in Note 2.
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Management's Financial Analysis
.. . ... . . . . . . . , ,

IRSULT5 Of Oprit ATIONS appmval to accrue pou m4ervice carrymg com cnd
Dermicr drier depicciation for facihties that are in servne but

nor yet recogni/ed m ratem pUCO action on this
The January 149 pUCO rate order for the c_ompany, sequest ha$ been hostponed under the jomtas discussed in Note 6, was designed to enable us to recommendeon yprowd by the pUCO docussed
begin recovering in rates the cost of, and earn a fair below.

~
,

return on, our allowed investment in perry Unit 1 in einbo U% the pUCO approved a jointand lleaver Valley Unit 2. The rate order, which
provided for three rate increases, improved revenues inmnrnenda' ion of the Company, Toledo fdison and
and cash flows in 1984; 1900 and 1991 from the 1956 memn nPresentanw gmurs mvohed in the 1989

rate case scuktnent K'C'E" resolution of then-
e joint 'ewmmendationlevels. Ilowever, as discussed in the hrst four

**E I" """ " # " '"paragtaphs of Note 6, the phase-in plan was not
designed m im irove earnings because gains in pending aucuntmg applications m 1991 and to. _

revenues from t c higher rates and assumed sales cuablish a framework for resolving accounting issues
growth are initially offset by a wrresponding and related matters on a longer term baus (i.e.,1992-

reduction in the de'fenal of nuclear plant operating' As pad of Hus lomt inmn endation, the<
,

Con'i7any and Toledo Edison agreed to limit their
ofbenses and rarrying charges and are subsquent!vex 2 othn opnahoe and maintenanceet by the amo'rtization of such deferrals.

- mn n

-.Although the phase-in plan had a positive effect cynp and caWal npenMuns to $1,0MWm
,

on seveno?s and cash flows, there are a number of m of wrnphance mm related to the Clean Air
, factors that exerted a negatin influence on carnings in Act Amendments of 1990 (Clean Air Act). Other

1991 rad will continue to present signincant earnings operati n and maintenance e enses and capital^

challenges in 1992 and beyond. One ruch factor is cypendaures on a mnsoMain baus for Centerior

I"C'jo !!dison and the customer representativey I taled $1,005.000.000 m 1991. The Company,related to facihties placed in service after february t
Toh'1988 and not included in rate base. The Compark is

required to record interest charges and depreciation gmurs als agreed to an ongomg review of our
business operations hnancial condition andon these facilities as current expenses even though
"#C ""Iing prachas. p,u;s cRon, with the participationsuch items are not yet recovered in rates. We also are of the l',UCO riaff,is directed at the maintenance andfacing the challenge of competitive forces, includmg

new initiatiws to create municipal electric systems. nate unprouwnt f our hnancial condition, the
huprowment u' eUi&ng f Wr operances andThe need to meet competitive threats, coupled with a

desire to encourage economic growth in the service the delay and nunirmzauon of future rate increaset

area, is prompting the Company to enter into an The company and Toledo Edison also a;; reed not to
any baw rate increase that wouM bwmnesincrea$ing number of contracts having reduced rates #N" "Nwith certain large customers. Factors beyond our

control also having a negative influence on earnings The Company continually fans competitive
are the economic recession, the effect of inflation and threats from municipal elecmc systems within its
increases in taxe6 other than federal income taxes. service territory, a challenge intensihed by muni,ipal

The Company has taken several steps to counter access to knemu power currently available on the'

the adverse effects of the factors discussed above. We wholesale market. As part of our competitive
have implemented most of the recommendations of strategy, we are strengthening programs that_

the management audit discussed in Note 6 and have demonstrate the added value inherent in our service.
taken other actions which reduced other operation beyond what one might receive from a municipal e

3

and maintenance expense by approximately electric system. Such programs include providmg
$4U00,000 in 1991. As discussed in the Summa'rv of services to cornmumties to help them retain and
Significant Accounting policies and Note 12, we' attract businesses, providmg consulting services to
sought and received pVCO approval to lower our customers to improve their energy ef6ciency and
nuclear plant depreciation expense in 1991 to a level developmg demandj.ide management programs. To
more closely aligned with the amount being munter new mutucipahration initiatives, we are ah.o i
recceered in rates. In addition, we have increased our stressing the hnancied nsks and uncertainties of
efforts to sell power to other utihties which, in 1491, creatmg a municipal system and our superior
resulted in approximately $30.200.000 of revenues in reliabdity and service.
excess of the cost of providing the power. Annual sales growth is expected to average about

~ Despite the positive aspects of the measures 290 for the next several years, contingent on future
discussed above, more must be done to maintain economic es ents. Recognizing the limituions
earnings. Continuing co4 reduction efforts will be imposed by these sales projections and current
recessary to lessen the negative pressures on competitive pressures, we will utilire our best efforts
earnings The Company is aggressively seeking to_ minimize future rate _ increases thmugh cost-

reduction and qualiir f-service efforts and explonnglongterm power contracts with wholesale customers o
to further enhance revenues. To counter the effects . other innovative options. Eventually, rate increases

'of delays in recovering new investment since 1938 will be necessary to recognire the cost of our new
,

and related costs in rates, we have requested PUCO . capital investment and the effect of inflahon.
g

i-
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29) t s. IMO Company of 9% effeNvc m l~ebiuary 1969 and 7%
Tactors contrihiting to the 8% it. crease in 1991- Cif(ctive in f ebruary 1990. The associated revenue :

operating revenuo are as foHows: inercee in 1990 was partially offset by reduced
# # """" '"*" h "E ""* # * d"#'"#'" " '#

Chan e tn oratinr tMeam -lackaw-J Lilowatt hour sales, industrial sahi. decreased 16% -'

twe kein and Mmeliar.cm : - 5 n.ooonio '
beause of the rec < wion beginning in 1990.

,$$ Hesidential sabs decreased 1.5% as seasonal |
'

. I t temperatures were more moderate in comparu.on to. .

PMS the prior year's temperatures, resulting in reduced

The increases in base rate 3 and misceHaneour #"''*"". heating and cooling related demand. ;

Gminmal sa mcmased 0% as increaedrevenues resulted primarily from the January 1989
i dC*""d If"* ""w all-electne olhce and retail Space

PUCO rate order for the'Com[ ny. The l UCO we oUset by the effects of mild weather. Other sales ,

' 1hroved rate increases of 7% e f etive in February activity decreased 21.4% primarily as a result of lowera
and 4 35% effective in February 1991. Total -

w ale sah h inemaw in rnenun was aho jkilowett hout s. ales inctened 4.3*t in'1991. Residential artially offset by the loss of revenues related to theand commercial sales increased 4.8% and 4.9%. [iay 1989 espiration of the Company 6 agreement to .;

respectively, as a result of higher usafly warm latee of cooling -equipment in response to the onusua Ohio gottion of its share of I erry Unit 1 capacity toseu a
dison and Pennsylvanta Power,spring and summer 1991 temperatures. The

commercial sales mercase was also influenced by Operating espenses decreased 0.3% in 1990. .

some improvement in the economy . for the Depreciation and amortization expense decreased
commercial sector. Industrial sales dedined 6.3% primarily because of lower depreciation rates used in !
largely because of the recession driven slump in the 1990 for nonnuclear and Davis-Besse property f
steel, auto and chereical industries. Other sales - attributable to longer estimated lives and because of '

increased 45.h because of increased sales to longer nuclear generating unit refueling and ,

wholesale customers and public authorities. maintenance outages in 1940 than in 19S9. Federal.
Operating expenses increased 4.9% in 1991. The income taxes decreased primarily because of a '

increase was mitigated by a reduction of $44.700,000 decrease in pretax operating income. fuel and
in other operation and maintenance expense, resulting purchased power empense decreased primarily irom

*

,

primarily from cost cutting measures. Offsetting this less amortization of previously deferred fuel costs
decrease were an increase in fuel and purchased than the amount amortized in 1989. These decreases
power expense resulting from increased purchased in operating expenses were partially offset by an
power costs and increased amortization of previously increase in taxes, other than federal income taxes,
deferred fuel costs over the amount amortized in resulting from higher property and gross receipts
1990; an increase in federal in ome taxes because of tases, an increase in other operation and maintenance
higher pretax operating income; an increase in taxes, expense and by lower operating expense deferrals for '

other than federal income taxes, resulting from - Perry Unit 1 and Beaver Valley Unit 2.
$lgher property, and gross receipt tases and accruals Credits for carrying charges recorded in
for Pennsylvama tax increases enacted in August nonoperating income decreased in 1990 because a
1991; and lower operatm;; expense deferrali. !or Perry

h,reater share of our investments in Perry Unit 1 andUnit 1 arui Be.7ver Valley Unit 2 pursuant to the. eaver VaHey Unit 2 were recovered in rates. The -
January 19891 UCO rate order. decrease in the federal income tax provision related toCredits for carrymg charges recorded in nonoperating income was the result of a decrease in
notoperatmg income decreased in 1991 because a pretas nonoperating income and federal income tax
greater share of our investments in perry Unit 1 and adjustments of $18 JIM 00 associated with previously

, Beaver b.lley Unit 2 s 'ere recovered in rates. The . deferred investment tax credits relating to the 1988 '
-[ederal income tax provision related to nonoperatm8 write off of nuclear plant. Interest expense increased
mcoine increased menly because the 1990 provision in 1990 because of the higher level of debt outstandingwas reduced by $18,712,000 for federal income tan which was partially offset by rehnancing.- adjustinents associated with previously deferred
inv tme: ax credits relating to the 1988 write off of

EFFECT OF INFLATION

3 ggg,,' g- Although the rate of inflation has cased in recent
veart we are still affected by even modest inflation

Factors contributing to the 33% increase in 1990 bace the regulatory process mtroduces a time-lap
operating revenues are as follows: during which mercased costs of our labor, matenals .

p("j' g, and services are not reflected in rates and recovered.Change m Operadng Revenues
Moreover, regulation allows only the recovery of4

es r an t . xE) historical costs of plant assets through depreciation~'

Wen h gh b co m W
substantially exceed the, replace these assets wouldl'erry Unit 1 Capamy Sales to OhioEIhn

ir historical costs in anand rennsylunta ' rower, p2.o3020)
inflationary economy.3g ,

The major (Actor accounting for the incrh se in
Changes in fuel costs do not affect our results of

operating revenues w .. related to the January 1989 -
operations since those costs are defernd until
reflected in the fuel cost recovery factor included in

rate order. The PUCO approved ra:e inacases for the customers' billt

|
|

|

|
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;' htcome Sialement tu u num nicinic ittuurn<issa costis w suo stiersvi.<xits

< . ........ ... ..... . . . ......... ...... .. .... ............ ..... ... ..... . .. . , ... ...

1:er the vean, ended December 3L<.

1991 1990 1989

(thouunds of dobts)

Operating Revenues . . . , . . . . . . . . . . . $1,825,738 $1,641.159 $1.634.22..... . .

Operating Expenses
Fuel and purcha:ed power (1) . . . . . . . . . . . . . 455,055 412,397 427,108.. . ..

Other operation and maintenance . . . . . . . . . 469,530 514.166 508,151. .

170,571 169,526 187,614Depreciation and amortization . . . . . . . . . . . . .. .. 4 ..

Taxet cther than federal income taxes . . . . . . . . . . . 215,908 197,454 183,120.

Phase-in deferred operating expenses . . . . . (16,426) (33,960) (52.020) J.... ..

Amortization of pre. phase in deterred costs 9,5$6 10,076 9,553 1. .. .

)~ederal income taxes . . . 105,824 75.099 85,275.... ..... . ... .. . .. .. .

1,410,048 1,344.778 1,348,801 !

. Operating lncome . . . . . . . . . . , . . . . . .
Nonoperating incomt

_ 415.6 @ . 346.381 285,426. ...... . . . ....

,

Allowance for equity funds used during construction 7,852 4,531 8,362 :. . .

: Other income and deductions, net . . . 5,809 1,836 7,934 |... . ... . .

Phase.in carrying charges . . . . . . . . . . 87,625 161,598 216,851.... 4. . ..

Pre phase.in carrying charges ,, t... . . .
17,937- -.. . ..

Federal income taxes - credit (expense) . . . . -(24,311) ( 2 0.4'11 ) -(55 699) |
., .. .

76,965 _ 117.564 193,385
'

income Before interest Charges. a . . . . . . . . . . . . 492.655 493.915 480.811. .....

. interest Charges -
-

Debt in t erest . . . . . . . . . . . . . . . . o . . . . . 250,799 254.936 - 238,042. .... . ......

Allowance for borrowed funds used during construction . . (4,302) (3,319) (7.450)
~

246,497 - 251.617 230.592

' Net in com e . . . c. . . . . . . . . . . . . . . . 246,158 242,328 250,219.... ..4 . .... .

Preferred and Preference Dividend Requirements. 35,857 36.682 40.227 ;... .

' Earnings Available for Common Stock . . . . . . L210,301, $_205.646 $ 209.992 :. . . . .. .

(1) Includes purchased power expense of $127,691,000, $111,761,000 and $114,123,000 in 1991,1990 and 1989, t

respectively, for purchases from Toledo Edison. ,

Retained Eantings
................ ..... ....... .... ... .. ... . ..... . ... .. .. . ...........

For the years ended December 31,
'1991 1990 1989
'

(thouunds of dobrs)

Balance at Beginning of Year. . $ 563,559 $ 507,375 $ 459.709 i
., . .. . . . ..

. Additions '

Net income 246,158 242,328 250,219 4......... .. .... .... . . . . .

- Deductions
Dividends declared:

Common stock . . . . (194,306). (149.199) (161,662) ;... .. ... . .. . .

Preferred stock (36,389) (36,205) (40,769)
*

. . . .. .. . . ,

Preference stock . . . . -- --- (124).. . .. . .

Other, primarily preferred stock redemption expenses (816) (740) 2

Net Increase 14,647 56,184 47,666. . . . . . . .

Balance at End of Year ,$_5__78,2,06 $ 563.559 $ 507,375. .. ... . .
.

_ _

The accompanying notes and summary of significant accounting policies are an integral part of these statements.
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Mtnagentent's Financial Analysis |
'

. . . . , . . . . - . . . . . . ~ . . - .. . . . . . . . . . ~ . . . . ...... . .. .. .. ... . . .. . . .

CAPITAL RESOURCI'S AND 1lQUID)TY constturtion and mandatory redctnption i

c in addition to our need fo cath for normal corporaic requirements of approdrnately $NN 000. About '

operations, we continne to need cash for an ongoing M 70% of the C.omp.myi 1943 and 1994 tequirements I

program of constructing new facilities and rnodifying are cymed to be hnanced externady. If economical ]

ensting heilities to meci anticipated demar.d for aad tional secunties may be redeemed under
electric service,- comply with governmental optbnal redemph pm. Mons. See Etes Wd and'-

.(d) for information concerning limitations on theregulations and protect the environment. Cach h also
needed for the mandatory retin ment of wmrities issuance of preferred and preference 5tock and debt. '

4

Over the three-year periot of 19691941, these Our capital requirements after 1994 will depend on
;

construction and mandatory retirement needs totaled the irnplementation strategy we choose to achieve ;
mmph,ance w",th the Clean Ai Act. lapenditures for ;approximately $800.000,dOO. In addidon, we

exerched various options to redeem and purchase our optimal plan are estimated to_ be approximately !

approximately 5270,000,000 of our securitws. 51E06 over the 1992-2N1 period See Note
As a result of the January 1989 PUCO tate order, 3(b). }

internally generated cash increated in 1989,-1990 and h,e expect to be able to raise cash as needed. The -

1991.from the 1988 level. In addition, we raised availability and cost of capital to meet our external j
51,049,000MO through security issues and teim bank 6nancing needs, however, depends upon such factors ;

loans during the 1989 1991 period as shown in the as hnancial market conditions and our credit ratmgs.
Cash Flows stamment. Duiing the three year period, Current securities ratings for the Company are as
the Company also utilized its short-term borrowine. I"II"W6'
arrangements (explained in Note 11) to help meet its standard Moodys
cash needs. Pmeceds from thes" financings were cf,ypy, p p
used to help pay for vur censtruction program. to ;

repay portions of short tertn debt incurred to hnance twt mortpp hmdo blifw N2
the construction. prograrn, to retire, redeem and pg g , , g g
purch ,e ouutat. ding securities, and for general

, ,

comorate purposes.
Estimated cash requiraments for 19921994 for the A write off of the Company's investment in Perry

Company are 5693.000,000 for ats construction Unit 2, as discussed in Note 3(c), would not reduce
program ar.d $464,000,000 for the mandatory retained earnings sufficiently to impair its ability to
redemption of debt and preferred stock. Additionally, declare dividends and would not affect cash flow. '

the Company has arranged to refund in 1992 The Tax Referm Act of 1986 (1986 Tax Act)
178 700,000 prinepal amount of its First Mortgage provided for a 34% income tax rate in 1988 and

: Bonds,13%% Series due 2'112 by issuing an equal thereafter, a new alternative minimum tas ( AMT) and
principal amount of 6tst rnorte, age bonds due 2013 other changes that resuhed in increased tax payments
having an effective interest cost of 8.2%. We expect to and a reduction in cash flow dunng 1989,1990 and
6 nance externally about 50% of our total 1992-- 1991 because we were subject to the AMT.

'

t

r

1Y
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Ci;sh Flotes nt caviw.v tu c,nc :ttuws <nva cowsv, suu minivisnits
,

i:or the wan ended December 31.
1991 IWO 1989

- ObemnA os Mim)
Cash Flows fret- Operating Activities ;1)

Net income . $ 246,158 5 242 328 5 253.219, .

Adiustments to iteconcile Net income to Cash from Operating
Activities:

Depreciation and amnairation 170,571 169.526 187.614.

Deferred federal income taxes . 50,934 111.029 108,261
.

Investment tax credits, net . 12 653 (17,224) (58). .

Deferred and unbilled revenues (25,300) (38,134) (32,168).

Deferred fuel . 13,450 (11,410) 8,827.

Carrying charges capitalized (S7,615) (161,598) (234.788).

\Leased nuclear fuel amortization 65,S66 47,028 55,712. .

Deferred operating expenses, net (6,840) (23,884) (42.467). ,

Allowance for equity funds used during construction (7,852) (4,531) (8.362)
' Amortization of reserve for Davis-Desse refund obligations

to custorners -- - (12,162).

- Pension settleaient gain - (34 517) -.

Changes in amounts due from customers and others, net 11,904 (16.878) (9.251 )'
Changes m inventories . (15,040) (22,494) (4.919). .

Cl,anges in accounts payable. (23,667) 31,901 (13,844).

Changes in working capital affecting operations. . 36,997 (5,195) 29,504

Other noncash items . (13,3?4) (9 125) (9,065). . .

Total Adjustr.ents 185.727 _, 14.494 L2.S34.

Net Cath from Operating Activities. 431,8S5 256 822 273.053

Cash Flows from Financing Activities (2)
Bank leans, commercial paper and other short-term c.ibt. (S6.703) 86h8B 29.

Notes payable to affiliates 7,000 (157,200) 90,200
. . . .. . .

Debt issues:
First mortgage bonds . . - 100.000 67,700. . . ... . . . .

Secured medium term notes 150,000 337,500 212,500
.

Term bank loans. - 16,000 40,000. . . .. .. . . . . . ,

preferred stock is ues . . . . . 125,000 - -.. ... .

Maturities, redemptions and sinking funds. . (132,99F (211,810) (30;,741)..

Nuclear fuel lease and trutt obligations (63,85) (56,129) (47,574). .

Dividends paid . (229,671) (185,851) (202,442). .

Premiums, discounts and expenses J 5,990) (5.515) _ fl.:97).

Net Cash from Financing Activities . (237,249) (76.317) (147,027).

Cash Flows from Investing Activities (2)
Cash applied to construction . (137,851) (156.769) (149,043)
Interest capitalized as allowance for betrowed fundr used

during construction (4,302) (3,319) (7.450).

Loans to affiliat s . 11,000 (11,000) -
.

Other c. Sh received (apphed) 2,254 j 6p 9) (16,840).

Net Cash from Investing Activities J12S$S99) J177.,78_7) J173.333)
Net Change in Casi, and 1emporary Cash investments. 65,737 2.718 _L47.307)
Cash and Temporary Cash Investments at Beginning of Year . 31,048 28.330 75.637

Cash and Temporary Cash investments at End of Year. $j6Q Qq L2930
(1) Interest paid (net of amounts captalized) was $221,000,000. 5189,000.000 and 5151,000.000 in 1991,1990 and

1989, respectively. Income taxes paid were 549,536,000, $18,589.000 and 529aJ6,000 in 1991,1990 and 1489,
respectively.

(2) Increases in nudear fuel and nuclear fuel leasc al.d trust obligations in the Balance Sheet resulting from the
noncash capitalit.ations under nucletr fuel agreements are excluded from this statement.

The accompanying notes and summary of signincant accoanting pohcies are an integral part of this statement.
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i

Balance Sheet
;... . . ... . ............. . . . . . . . . . . . .. . . . . . . . . . . . . . . .. ... .

,

Onomber 31. |

1991 1990 |,

Ohousands of A. flan) |

ASSETS j
PROPERTY, PLANT AND EQUIPh1ENT '

Utility plant in s.ervice. . $6,195,945 56,032,336. . . . . . . . . . . .

1. css: accumulated depreciation and amortiration . . _ 1,564,084 L398.258.

4,630,961 4,634.078

Construction work in progress .. 161,690 175,232. . . . . .. .

Perry Unit 2. . . . . . . . . . . 507,606 521,464
,

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

5,300,657 5,330,774- |

Nuclear fuel, net of amortization 263,129 300,624. . . . . , . . . . . . ;

Other property, less accumulated depreciation . . . 41,834 43 428 |. . . . .
- \

5,605,620 5,675.026

CURRENT ASSETS
- Cash and temporary cash investments 96,755 31,048. . . .

Amounts due from customers and others, net . . . . . . . . 167,280 179,184 .

Amounts due from afhliates 3,648 19,542 :... . . . . . . .... . . . . . , .

Unbilled revenues . . . . . . . . . . 86,000 60,700 - -. . . . . . . . ......... . . ..

Materials and supplies, at average cost .. 89,043 76,092 i. . . . . . .

Fossil fuel inventory, at average cost . . . . . . 49,089_ 37,000 t. ... . . .

- Taxes applicable to succeeding years . 167,753 155,069 i. .. .. . . .

Other. . ........ ... 5.453 6,926. . . . . . . . . . .

655,051 565,561 !

: DEFERRED CHARGES
Amounts due from customers for future federal income taxes. . 673,726 671,450 i

Unamortized loss on reacquired debt . . . . . . . . . 49,593 53,160 !. . . .

' Carrying charges and operating expenses, pre-phase-in . 368,448 377,324 ;. .

Carrying charges and operating expens.es, phas.e.in. . 568,472 464,434. . . . . . .

Othu.................... ... . ... ..... 145d70 -138.202 ;. . . .

1,805,909 1,704.570

i

h

Total Assets . . . . . . . 58.066,580 57.945.157. . . ... . .

The accompanying notes and summary of signincant accountinr, policies are an integral part of this statement. ,

|

.
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THI ClIVILAND CllC7MC ILLUhtINATING COAtPANY AND SUB5]DIAKILS............... ...... . . . . . .. . .. ......... .. .... ., ... . .. .............
?

1

December 31. !

_1991 twa
,'

(thouunds of dollm)
CAPITALIZATION AND 1.1At "ITIES

,

CA?!TAUZATION ;

Common shares, withcut par value: lb5AXWO authorized;
79,591,000 outstanding in 1991 and 1990. . . $1,240,570 $1,242.074 !

.. .

Other paid-in capital . 78,625 78,625
|

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

Itetained earnings . . , . . . . . . . . . 578,206 563.559. .. . .. . .. '

Common stock equity . . . . . . . . . 1,897,401 1,884.258 i...... . .. . .. .

Preferred stock
With mandatory redemption provisions . 268,368 171,162. ... ..

Without mandatory redemption provisions . 217,334 217,334. . .

1.ong-term debt . 2,632,605 2.631.911
,

.... ., .. .. . ,,. .

, 5,065,908 1904j65
OTHER NONCURRENT LIABILITIES

Nuclear fuel lease obhgations 197,362 246.460o . .. . . . .

. O t h er . . . . . . . . . . . . . . . . . . . . . 33.391 33,390 I. ... . ..
-

_ . )30.753_ _ 279.850 .

CURRENT LIABILITIES
Current portion of long term debt and preferred stock . . 92,857 97.968..

Current portion of lease obligations . . r. 60,928 - 64,554.... . .... . ..

Notes payable to banks and others . . . . . . . . . . 191 86,694. . ..

Accounts payable . . . . . 97,251 120,918...... .. . ........ . ... ... ..
.,Accounts and notes payable to affiliates. . . . . 65,578 59,884-

'

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

Accrued taxes . 281,526 225,666.... . . .. . ..... ...... . , . ,. '

Accrued mterest . . . . . . . . . . . . . . . 53,096 53,113....... .... ...... .

Other. . . 4 34,499
37.69.7

................... .....,... . ... . .... .
.

699,926 746.714,

DEFERRED CREDITS . I
Unamortized investment tax credits . . . . . . . . . . . . . . 258,318 252.759.

Accumulated deferred federal income taxes . . . 1,203,722 1.159,109. ... .. .

lteserve for Perry Unit 2 allowance for funds used during
const ruction . . . . . . . . . . . . . . . . . . . . . . . . . . 124,398 12 u 98.. ..

Unamortired gain from Brvre Mansfield Plant sale . . . . .375,076' 389A38, ..

Accumulated deferred rents for Druce Mansheld Plant 64.194 57,045 '
....

Other. 45,285 _ 30.869.. ,, ....... .. . . ..... .. .. ... . . .

' 2,070,:r93 2.013.928
Total Capitalization and Liabilitiern . . ~ $8,066,5S0 $7.945.157 -. . .... . , ,

- =.m.==
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.Sintement of Curnulative

Pref. erred Stock
nur cuvtuvo tucnuc inununua coura, av suwtums

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

1991 Shares Current December 3L_
Outstanding Call l'rke _1991 1990 |

(thousand6 of dollars) ,

Without nar value, 4,000,000 preferred i. hares authorized |

Subject to mandatory redemption: )

$ 7.35 Series C . . 170,000 $ 101.00 $ 17,000 $ 18,000.4 . . ..

88.00 Series E. 27.000 1.030 61 27,000 30,000... . . . . . .

- - - 2,38475.00 Series F. . . . . . . . . . . . . . .
13,779145.00 Series I . .. - - -

....... . .

10.000113.50 Series K . . . . . . . . . . . . . . . - - - ;

Adjustable Series M . . . 400.000 102.00 39,200 49.000 t

. . . . .

9.125 Serien N . . . . . . . . . . . . . . 750,000 105.07 73,968 73,968 |
91.50 Series O . . . . . . . . . . . . . 75,000 - 75,000 -

88.00 Series H . . . . . . . . . . . . 50,000 - 50,000 t
-

'
2S2,168 197,131

'

Le < urrent maturities 13,800 25,969
'

Total Preferred Stock, ' ith Mandatory Redemption Provisions $268.368 $171,162w

Not subject to mandritory redemption: !

$ 7.40 Senes A . . 500,000 101.00 $ 50,000 - $ 50,000 *

. . . . . . . . . ..

7.56 Se-iee B . . . . . . 450.000 102.?6 45,071 - 45,071. . . . . ..

Adjustable Series L... 500,000 103.00 48,950 48.950. . . . . . . ..

Remarketed c tico P . . . . . . . . . . . . . . 750 100,000,00 73,313 73,313 >

e

Total Preferred Stock, withvat Mandatory Redemption Provisions $217,334 $217.334

The accompanying notes and summary of significant accounting policies are an integral part of this statement. ;
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Notes to lite Financial Statements
... . . ... .. .......... .... ....... .................. ... . ..... .... . .... . . . . .... . . .

(1) PROPERTY OWNED WITil OTilfR UTILITIES AND INVESTORS
The Company owns, as a tenant in common with other utilities and those investon, 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 umt. Each owner has the right to a percentage of the generating capabihty of each
unit equal to its ownership share. Each utility owner is obligated to pay for only its respective share of the :
construction and operating costs. Each lessor has leased its capacity rights to a utility wnleh h, obligated to pay for,

;

such lessor's share of the construction and operating costs. The Company's share of the operating costs of these |
generating units is included in the Income Staternent. 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:

Owner- Constructon
*

In. Owner. ship Plant Work in "

Service ship Mega- Power in Progress and Accumulated
Generating Unit Date _ _ Share watts _ Source Servit e Su m nded Depreciation i

in Service; (thousands of dollars)
Seneca Pumped Smrage . . 1970 f40 00% 312 Hydro 5 57.733 5 1,021 $ 19.855

'Eastlake Unn 5, . 1972 65 80 411 Coal 151.150 2.1W
.

. . . -

Darts-Besne . . . . . ~ 1977 51.36 454 Nuclear 680.121 21,055 150.011. . . . . . .. .

Perry Urus 1 and Common racihtico . 1987 31.11 3 71 Nudear 1,622323 4.201 191.227Beaver Valley Urut 2 and Common i

facilitics (Note 2) . o . 1987 24 47 201 Nuclear 1.1?O.046 5,461 14 1730.

Constructmn suspended.
Perry Unit 2 tNote 3(c)). Urwertain 31 11 3 75 Nudeat 507A06 -

. -

$16elg 5541.74) 550 0 43

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 to two subsidiaries of General Public Utilities Corporation through 1993.
Revenues from this transaction were $16.000.000 in 1991.

Ohio Edison and Pennsylvania Power purchased 80 megawatts of the Company's capacity entitlement in
Perry Unit 1 from November 1987 through May 1989. Revenues from this transaction were $31,831,000 in 1989.

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

(2) UTILITY PLANT SALE AND LEASEHACK TRANSACTIONS
As a result of sale and leaseback transactions Semiannual lease payments conform with the
completed in 1987, the Company and 'loledo Edisoi. payment schedule for each lease.
are co-lessees of 18.26% (150 megawatts) of Beaver Rental expense is accrued on a straight.line basis

r

Valley Unit 2 and 6.5% (51 megawatts),45.9% (358 over the terms of the leases. The amount recorded by '

rr.egawatts) and 44.38% (355 megawatts) of Units 1,2 the Company in 1991,1990 and 1989 as annual rental
.

-

and 3 of the Mansfield Plant, respectively, all for expense for 'the Mansheid Plant leases was
terms of about 29W years, $70,008,000. Amounts charged to expense . t excess of

As co lessee with Toledo Edison, the Company is the lease payments are now classified as accumulated
also obligated for Toledo Edison % lene payments if deferred rents on the Balance Sheet. Previously, the
Toledo Edison is unable to make its payments under excess was included in accounts payable.
the Beaver Valley Unit 2 and Mansfield Plant leases, : The Company and Toledo Edison are responsible
the Con.pany would be obligated to make such under these leases for paying all taxes, insurance
pay,nents. No payments have been made on behalf of premiums, operation and maintenance costs and all
Toledo Edison to date. other similar costs for their interests in the units sold

Future minimum lease payments under these and leased back. The Company and Toledo Edison
,

operating leases at December 31,1991 are summarized may incur additional costs in connection with capital
as follows: - po, improvements to the units. The Company and Toledo__

ror the Toledo Edison have options to buy the interests back at the >

3 ear . Company raiwn
. end of the leases for the fair market value at that time

- (thousands of dollars) or to renew the leases. Ad(iitional lease provisions
-1992c 5 63 000 5 no.000 - provide other purchase options along with conditions. .

N,, for mandatory termination of the leases (and possible
'

i
1995. - 63aw Inm) repurchase of the leasehold interests) for events of.

61000 nl.ooO default. - These events of . default includetw6..... . - .

~ teer Years 1.516 AIO 2.4 moo noncompliance with several fmancial covenants
Total rurure nnimum affecting the Company, Toledo Edison and Centerior

t. ease Payments . 51.811 000 $1034 000 Energy contained in an agreement relating to a letter
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:
'
,

of credit inued in connection with the tale and signi6cantly higher capital expenditures could be ,

- leaseback of 11eaver Valley Unit 2, as amended in tequired during the 19924001 period. |

-1989. See Note 10(d). We believe that Ohio law permitri the recovery of i

Toledo Edimn is selling 150 megawatts of its compliance costs from customers in rates. |
11 caver Valley Unit 2 leased capacity emitlement to i

the Company. This = sale commenced in 19.:18 (c) ptRRy UNIT 2 ' ,

and we anticipate that it will continue at least until i

1998; Purchased power expense for this tramation Pctry Unit 2, including its share of the common '

'

was $106,589,0'30, $102,773.000 and $104,127#)0 in facihties, is approximately 50% complete. Cont,truction

1991,1990 and 1989, respectively. The future of Perry Unit 2 was suspended in 1985 pending future
_

minimum lease payments associated with 11eaver consideration of various options, including |

Valley Unit 2 aggregate $1,669,000,(00. resumption of full construction with a revised L

estimated cost, conversion to a nonnuclear design,
sale of aH or pad of wt ownership share, or

(3) CONSTRUCTION AND CONTINGENCIES cancellation. No option may be implemented without "

(a) CONSTRUCTION PROGRAM the unanimous approval of the owners. In October
The estimated cost of the Company's construction 1991, the Company, which is responsible for the

program for the 1o921994 period is $731,000,000, construction of Perry Unit 2. applied for a ten year
including AFUDC of $38,000,000 and excluding extension of the construction permit which was to
nuclear fuel.- expire in November 1991. Under NRC regulations, the

in an agroement approved by the PUCO, the construction permit will remain in effect while the
Company and Toledo Edison have agreed to limit application is pending. We expect the NRC to grant
their combined 1992 other operation and maintenance the extension, i

expenses and capital expenditures to $1,050.000,000, in February 1992, the Company purchased *

cxclusive of compliance costs related to the Clean Air Duquesne's 1314% ownership share of Perry Unit 2 i

Act. Within this !!mitation, capital expenditures are for $3,324,000. This purchase increased the '

budgeted at $191,000,000 for the Company, exclusive Company's ownership share of the unit to 44.85%
of the Clean Air Act compliance costs, with the remainder owned by Toledo Edison, Oh!o

Edison and Pennsylvania Power. The purchase does *

(b) CLEAN AIR LEGISL4 TION not signal any plans to resume construction of Perry |

- The Clean Air Act will require, among other things, Unit 2, but rather our intent to keep our options *

significant reductions in the emission of sulfur dioxide open. Duquesne had stated that it would not agree 40
resumption of construction of the unit.and nitrogen oxides by fossil fueled electric . If Perry Unit 2 were to be canceled, then our net. generating units. The Clean Air Act will require that investment in the unit (less any tax saving) wouldsulfur dioxide emissions be reduced in two phases have to be written eff. The Company estimates that '

over a ten year period. such a wnte off, based un its investment in this unit
Centerior Energy has developed a compliance 4

as f December 31,1991 and after adjustment for the L
strategy for the Company and Toledo Edison which February 1992 purchase of Duquesne 6 ownershipwill be submitted to the PUCO for review in April .

shart, would have been about $267,000,000, after
1992. Centerior Energy will also seek United States
Environmental Protection Agency approval of Phase I taxes. See Note 10(d) for a discussion of pctential

- plans in 1993. The compliance plan which results in (""S*9""C'5 OI such a write on.
'

.

the least coc and the greatest flexibility provides for - If a dectston :s made to convert Perry Unit 2 to a ;

n nnuclear design m the future, we would expect to
compliance with both phases through 2001 by greater
use of low sulfur coal at some of our units and the

write-off at that time: a portion of our investment for
nuclear plar t construction costs not transferable to thebanking of emission allowances. The plan would
" """CI"8' Construction project.require capi *al expenditures fo, ihc Company over the

1992-2001 period of approximately $155,000,000 for kginning .m July 19a5, Perry Unit 2 AFUDC was ,.

credited to a deferred income account until January 1,nitropn oxide control equipment, emission- 1988, when the accrual of AFUDC was discontinued. :
monitoring equipment and plant modifications. In
addition < higher fuel and other operation and

fd) SUPERTUND SITESmaintenance expenses would be incurred. 'l,h< least -
cost utan also calls for the Company to place in The Comprehensive Environmental Response,
service after 2001 a scrubber or other sulfur emission C9mpensation and Liability Act of 1980 as amended

= reduction tichnology at one of its generating plants. (Superfund) established programs addressing the .
The sate increase associated with the Company's: cleanup of hazardous waste disposal sites emergency
capital expenditures and higher expenses would be - preparedness and other issues, The Company is .

,

about 12% in the late 19N)s and another increase after aware of its potential involvement in the cleanup of
; the year 2000, for an aggregate rate increase in the seven hazardous waste si'es. The Company has
= range of 3 6% '. . recorded reserves based on estimates of its

Our final compliance plan will depend upon future proportionate responsibility for these sites. We believe
- environmental regulations and input from the PUCO, that the ultimate outcome of these matters will not
other regulatory bodies and other concerned entities. have a material adverse effect on our financial
If a plan other than the least cott plan is required, condition or results of operations.
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(4) NUCLEAR OPERATIONS AND (3) NUCLLAR IUEL
CONTINGENCILS

The Company has inventories foi nuclear fuel which
* "U W d'*"* *' * ~" Y # I"~ ' '"Ia) OPERATING NUCLEAR UNITS
1990L Substantial additional nuclear fuel must be

The Company's interests in nuclean units may be e ained to supply fu,el for the remainmg useful lim
impacted by activities or events beyond its control. af Da@ bene. Perry Unit 1 and lleaver \ alley Unit
Operating nuclear generatin6 uma have esperienced 2. Wu nudear fuel wuld bc sequired if I erry Unit

,

unplanned outare:, or estensions of scheduled 2 were completed as a naclear gennating unit. I

outages because of equipment problems or new in 1W, Wnr nuch'ar fuel hnancing
regulatory requirements. A major accident at a nucicar anargetnents for the Company and T ledo Edisono

rehnanced through leases from a special- jfacility anywhere in the world could cause the NRC " C "'

to limit or prohibit the operation, construction or purpose corpoianondhe total amount of hnancing
i

licensing of any uclear unit, if one of our nuclear currently available under these lease arrangements is I

units is taken om of service for an estended period of D09MM $3MMM fwrn intunu Wau~tnrn
time for any reason, including an accident at such notes and $200.000.000 from bank credit
unit or any other nuclear facility, the Co.npany anangements), although (mancing in an amount up
cannot predict whether regulatory' authorities would to SMMM is pennined, The intermediate term
impose unfavorable rate treatment such as tak!ng our notes mature in tne period 1993 1997. The bank credit
affected unit out oi tate base or disallowmg certs arrangemenn are cancelable on two years notice by
construeden or n emtenante costs. An estended the lenders. As of December 31,1991,5281,000,000 of

{outage of one of our nuclear units coupled with nuclear fuel was financed for the Company. The
unfavorable rate treatment could have a material Company and Toledo Edison severally lease their
adrese effect on cut hnanci.d position and results of respective portions of the nuclear fuel and are
operations, sugated to pay for the fuel as it is consumed in a

reactor. The lease rates are based on various 1-

"'" ' ^ " ' * "# '" ' * ' " * "(b) NUCLEAR 1NSURANCE- commercial paper rates.'
'#'"'

jD 8"*"' ts fmanced include nur ear fuel in theTre Price Anderson Act limin the liability of the
Dans-hsse I|erry Unit 1 and Beaver \ alley Unit 2ownen, of a nuclear power plant to the amount

prov4ded by private insurance and an industry react rs wa; h rnnaining h'aw paymenn of - ;

avessment plan. In the event of a nuclear incident at Sh@R000,550000,000 and 518,000.000, respectively, 1

any unit in the United States resulting in Icmes in as W Dmmber 3L y W ndear fud anmunn
esens of the level of private insurance (currently hnanced and capitahzed also mcluded interest '

5200,000,000), the Company's maximum potential charges incurred by the lessors amounting to
acessment under that plan (avuming the other $12,0NM in W91, SW,000,000 in 1990 and
CAPCO comptnies were to coctribute their $25,000.000 in 1989. The estimated future lease
proportionate share of any assessment) would be amortization payments based on projected
570,754,000 (plus an> iriflation adjustment) per c nwmpuon am pMM m M2, WMM in,
incident, but is limited to 510,696,000 per year for each M3' E'* # 0 * #4' M'Nd # I" M',8"d
nuclear incident. $4 0# I" #A

The CAPCO compan:es have insurance coverage
for damage to pmperty at the Davis Besse, Perry and (6) REGULATORY MATTERS

- Beaver Vc11ey sites (including leased fuel ar d clean- On January 31,1989, the PUCO issued a rate order
up costs). Coverage amounted to 52.515,000,000 for which provided for three annual rate increases for the
each site as of January 1,1992. Damage te property Company of approsimately 9% 7% and 6% effective
could exceed the insurance coverage by a substantial with bills rendered on and after February 1,1989,
amount. If it does. the Company's share of such 1490 and 1991, respectively. As discussed below, the
escess amount could have a material adverse effect 6% increase effective February 1,1991 was reduced to

,

on its (mancial condition ard results of operations. 4.35% The resulting annuali7ed revenue increases in '

The Company also has estra espense insurance 1989,1990 and 1991 associated with the rate order
. ccverce which indudes the Incremental cost of any were $120.700,000, $105.700,000 and $71.400.000,
replac aent power purchased (over the costs which respectively.
would have been incurred had the units been Under the January 1989 rate order, a phase in plan
operating) and other incidental espenses after the was designed so that the three rate increases, coupledoccurrence of certain types of accidents at our with then projected sales growth, would provide
nuclea* units. The arnounts of the coverage are 100% revenues suf6cient to recover all operating espenses
of the estimated extra egense per week during the and provide a fair rate of return on the Company's
52 week periad starting 21 weeks after an accident, allowed investment in Perry Unit 1 and Beaver Valley67% of such estimate per week for the Unit 2 for ten years beginning January 1,1989, in the
next 52 weeks and 33% of such estimate per week for hrst hve years of the plar,. the tevenues were
the next 52 weeks. The amount and duration of estra espected to be less than thct required to recover
expense could substantially esceed the insurance operating egenses and provide a fair return on
coverage.

investment. Therefore, the amounts of operating
,
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c>pensss and retum on imestinen' not currently and recorded adjustments t, increase - the cost
retosered are deferred and capitalized as deferred deferrals by approsimately $24.000,000 and
changesc Smr.e the unrecovered investment will 524,500,000 in 1WO and 1991, respectively. The
dect;ne over the period of the phase in plan because $24,500NO increase recorded in 1991 included a
af depteriation and deferred federal income tases $29,000,000 increase.for the adju4tment of the 1991

that re5 ult from the use of accelerated tax cost deferrals, wh|rh was partially olh.et by a
der eciatica, the amount of revenues reqmred to $4.500,000 reduction for an adjustment of th( 1990
provide a bir return aho declines. Pursuant to such cost deferrals.
P ase-in plan, tFa Company deferred the following. In connection with the 1989 order and a similarh

order for Toledo Edison, the Company, Toledo I'dison
W3 ' % * and the Service Company have undergone a'

osouwa. cr e"i!*'') management audt, which was completed in April
Dermed o mans Iwenw' Bij W MM 1990. The audit identihed potential annual savings ini r

operating expenses in the amount of 598,160,000_ carrpng chmn.
tytu . . $ 23 r115 5 .u.42 5 M,tW from Centerior Energy's 1989 budget level, 55%.

squity . +4 m 1m 177 I M 54 ($33,988,000) for the' Company. The Cornpany
$ mts $nig $ t$ reallred a large part of the savin'gs in 1991.1 '

Fifty percent of the savings identihed by the
The amount of deferred operating espenses and management audit were used to reduce the 6% rate

carrying c harges scheduled to be recorded in 1992 and increase scheduled to be effective on 1 ebruary 1,1991
1993 total $51,000,000 and $16,000,000, respectively, for the Company. Ar, discussed previously, our rates
Beginning in the sixth year (1994) and continuing increased 435% under this provision with the

n
through the tenth ye r, the revenue levels authorized PUCO's approval.

pursuant to the phase-in plan were designed to be The 1989 order also set nuclear performance '

r,ufhcient to recover that period's operating expenses, standards through 1998, We could be required to
a fair return on the unrecovered investment, and the refund incremental scplacement power costs if the
amortization of the deferred operating expenses and standards are not met. No refund was sequired in 1991

carrving charges recorded during the earlier years of nor is one expected for 1992. The Company banked
the plan. All phase-in deferrals relating to these two $1,500,000 in benehts in 1991 for above-average
units will be amortized and recovered by December nuclear performance based on industry standards for
31,1993. operating availability established in the 1989 order.

The phase in plan was also designed so that These banked benehts are not recorded in the

fluctuations in sales shou.ld not affect the level of hnancial t,tatements as they can only be used in future
earnings. The phase.in plan permits the Company to years, if necessary, to offset disallowances of
raquest PUCO approval of increases or decreases in incremental replacement power costs.
the ph se in plan deferrals to compensate for the Under the 1989 order, fossil-fueled power plant
effects of fluctuations in sales levels, as compared to performance may not be raised as an issue in any rate
the levels projected in the rate order, and for 50% of proceeding before February 1994 as long as the
the net after-tax savings in 1989 and 1990 identihed by Company and Toledo Edison achieve a systemwide
the management aadit as discussed below. Pursuant availabihty factor of at least 64.9% annually. This
to these provisions o. .he order, the Company standard was exceeded in 1989,1990 and 1991, with

worded no adjustment to the cost deferrals in 1989 availabihty at-approximately 60% for each year.

I

r
i

1.
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(7) TEDERAL INCOhtE TAX '

Federal income tax, computed by multiplying income before tases by the statuto y rates, is reconciled to the
amount of federal income tax tecorded on the books as follows: [

l'or th r g cars i nded (Member 31.

1991_ IWO ___tob4

. (thousands of dollars)
Ikiok income lufore lederal Inmme Tas . $176303 $ U7.fC8 $1691,193,

Tai on IAmL income at Statutory Kate . $127,940 $5[4M $133m j..4 . .

increase (Decrease) in Tas;
Antlerated depreoaten . . . . . i . . .. .. 0561) 7,14 D 4,422 ,

investment tan credits on dastiowed nudcar plant . - (16312)
'

'

Tancs, other than ledetal inmme tases . (1,640) (9.469; -

Other itemr . $136 1 679 3.546. .. , , . .

lotal federat income las Fnpense., $130.135 $ 95.5N $140.974, .

m _ _2 __ -

Federal income tas expense is recorded in the income Statcment as follows:
'

f or the years enJcd Decembet 31,
IW1 IWO 1989

f thousands of dollars)
Operstmg Empenses:

Current Tas Provision. . . . . .. ... ,, . .. $ 74,5M i 26.934 $ 63.447
Changes in Atrumulated Deferred lederal incorne Teo -

Acceletated depreciation and amortaatton. 8423 40,197 35,M0,

. Alternative minimum tas tredit . .. . ( 2.58,0) . (18MO) (34.874)4 . . .

ble and leaseback transaction and amortuabon . (5,83) *1496 3,ft93. ,

property tas expense. (10.880)- -.

Reacquited detM resta . . . . . IU29 1+R7 (871). . . , ,

Deferred construction work in progrew revenues. 0.509) 11.093 11,005
Deferred fuel costs. ()-040) 4A3 - (3.155)
Davis.r.cne replacement power . - - 4.1%. o

Other items , . . . . . . 13+15 14 080 6,257
investment Tax Credits. . 11 242 1 489 59..

lotal Charged to operating Espene. 105J24 75PN t0275,

Nonoperating income: -

Current Tas proviMon. . . . , . . . . (8203) t:$.225) (31298)... ,. . 4 ... . .. .

Changes in Accumulated Deferred Federal inwme Tac
b rite.off of nuclear costa ., (199) (I t,9%) -4 , , . ,, , .

ATUDC and carrying charges . . .
'

31,769 57,612 87,541. .., , ,

Other itena . , . 444 - (544). ,,. 4

Total Expense Charged to Nonoperating income . . 24.311 20 401 55+w.

Total l'ederal Income Taa Enpense. . $130,135 3 93,300 g 3 43,974,. .. .,,, . . . , .

c= ==a= ww.c= r=,

The Company joins in the hiing of a consolidated federal income tax return with its affiliated companies. The
method of tax allocation reflects the benehts and burdens realized by each company's participation in the
consolidated 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 to nooperating
income by $18,712,000.

The favorable resolution of an issue concerning the appropnate year to recognize a property tax deduction >

resulted in an adjustment which reduced federal income tax expense in 1990 by $10,100,000 (58.207,000 in the
- fourth quarter).

For tax purposes, net operating loss (NOL) carryforwards of approsimately 5233,451,000 are available to
reduce futus taxable income and will expire in 2003 through 2005. The 34% tax effect of the NOLs generated is t

579,373,000 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
taxes.

The 1986 Tax Act provides for an AhiT credit to be used to reduce the regular tax to the AhiT level should the
regular tax exceed the AhtT. AhlT credits of 556,448,000 are available to offset future regular tat The credits may ,

be carried forward indehnitely.

|
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18) RETIREMENT INCOME PLAN AND The settlement (discount) rate assumption was
OTHER POSTRETIREMENT llENErlTS 8.5% for both December 31,1991 and December 31,

1940. The long term rate of annual ccmpensation
(a) Rf71REMENT INCOME PL4N incwase anumption was 5% for both December 31,
The Company and Service Company jointly sponsor a 1991 and December 31,1990. The long-term rate of
noncontributing pension plan which covers all return on plan assets assumption was 6.5% in 1991

- employee groups. The amount of retirement benchts and 64, in 1990.

generally depends upon the length of service. Under Plan assets consist primarily of investmen:: in
certain circumstances, benehts can begin as early as conunon stock, benk guaranteed investment
age 55. The plan also provides certain death, medical contracts, cash equivalent secunties and real estate.
and disability benchts. The Company's and Servi e

. (b) OTHER POSTRETlRTMENT BENITITSCompany's funding policy is to comply with the
Employee Retirer ent income uccurity Act of 1974 The Tinancial Accounting Standards Board has issued
guidelines. . a new accounting :tandaid for postrethement

in 1990, the Comp.riy and Dervice Company benefits other than pensions. The new standard
offered a Wlumary Early Retirement Opportunity would require the accrual of the expected cost of suth
Program (VEROP), Operating expenses for both benehts during the employees' years o: service, The
companies fot 1990 included 58h00,000 0f pension assumptions and calculations invohed in
plan accru. b to cover enhanced VEROP benehts plus determining the accrual closely parallei pension
an additional $20,000,000 of pension costs for VEROp accounting requirements.
benehts paid to retirees from both companies' The Company currently provides certain
corporate funds. The 520,000h00 is not included in postretirement health care, death and other benehts
the Pension data reported below. Operating expenses and expenses such costs a, these benehts are paid,

- for 1990 foi both companies aho included a credit of which is consistent with current ratemaking practices.
536,000,000 resulting from a settlement of pension Such costs totaled $6,00J,000 in 1991,55,200,000 in
obligations through lump sum payments to a 1990 and $4,200,000 in 1089, which include medical
substantial nurnber of VEROP tetitees. benehts of $4,900 000 in 1991,54,100,000 in 1990 and

Net pension and VEROP costs (credits) for 1989 52,900,000 in 1989.
through 1991 were comprised of the following The Company expects to adopt the new standard

prospectively effective January 1,1993. We plan tocomponento
. , amorure the discounted present value of the
("*"*d #8M; renson Costs (credits); accumulated postretirement beneht obligation to

servke wst for t enefas urned expense over a twenty year period. The Company has
danog the period , . . - $.9- $ 10 $ 10 engaged actuaries who have made a preliminary-,

Intere on prejuted beneht review using 1990 data, liased on this preliminary
Actual remrn on plan mets m (99) 3 (%) review, the actun ulated postretirement beneht

.

Ne amortuation and defenal. 50 (so) 9 obligation as of December 31, 1991, measured in
Net pension credas . (15) (11) 3) accordance with the new standard, is estimated in the

,

VEROP mst.- - 8 - range of $80,000,009 to 5115,000,000. Had the new

Senlement gam - 06) -
standard been adopted in 1991, the preliminary study

,

indicated that the additional postretirement beneht
Net credas . . 505) Sp9) SO2) cost in 1991 would have been in the range ofn

=== == ==

The following table presents a reconciliation of the 57,500,000 to $13,500,p (in M may N simuar,
pretax). We believe the

e actual @puon
funded status of the plan at December 31,1991 and although it could be signincantly different because of399g'

Duember 31. changes in health care costs, the assumed health care
twi iwo cost trend rate, work force demographics, interest

tmnhons of rates, or plan provisions between now and 1993.
ddar$)Actuarial prewnr salue of tieneta The Company does not know what action the

PUCO may take with respect to these incrementalobliganone .

vested benehts . 5 209 $ 229 costs. liowever, we believe the PUCO will either
Nonvested benefas . 23 _ 18 allow a means of current recovery of such incremental

Accumulced benefn otQation 2M 247 costs or provide for deferral of such costs until
a et of ruiure wmpenuno" recovered in rates. We do not expect adoption of the

3 '

new standard to have a material adverse effect on
,

rian afs aEfEr rnIr aj $ $ ur hnancial condition or results of operations.i

Surplu$ of plan assets oset troircted (9) CUAR ANTEES
beneht oblyauon . , . 274 205

. Unenosnised nei gam due to variance Under two long-term coal purchase anangements, the
between assumpnons and eweriente . 037) (77) Company has guaranteed certain loan and lease

Unrenynned pnor service wst . . 8 8 obligations of two mining companies One of these
Transmon asset u lanuarv 1.19p arrangements requires payments to the miningbema amorured over 19 years R (94) ny for any actual out-of pocket idle mine

Net rfered pennon wst . $_57 5.32 expenses (as advance payments for coal) when the
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i

minco are idle for reasons beyond the control of the The annualized rumulative preferred dwiuend j
mining company. At December 31,1991, after gwing requirement as of December 31,1991 is $41,000.000. '

effect to a tehnancing completed on January 2,1992 The preferred dividend rates on the Company's
by one of the mining companies, the principal amount series I., M and P lluctuate based on prevailing
of the mining companies' loan and lease obligations interest rates and ma:Let wnditions, with the

guaranteed by the Company was 578.000,000, dwidend rates for these iwucs averaging 8.26%. 7.61%
and 6 24%, resp.ctively, in 1991. ,

'

(10) CAPITAll7ATION Prefe ence stock authorized for the Company is
3,000,000 s. hares without par value, No preference

(a) CAPlTAL STOCK TRANSACTIONS shares are currently outstanding. '

Prefened and preference stock shares sold and retired lhere are no restrictions on the Company's abihty ;
during the three years ended December 31,1991 are to issue preferred or ptch.rence stock

Mb u <, pert to dMdend and liquidation rights the- listed in the following table. Company |s preferred stock ,s pn,or to its preference
~

Iwi jw0 tw9 i :

O'"' usa J eare ed and conunon ock and its preference stock is
Cumulauve Prrk.tred and pnor to in ceinmsn stockPreference Stwk Sut rett to

|,|frQN'*P** (d) LONG.1ERM DiBT AND OTHER
FORROWlNG ARR4NGEMENTS5 91.50 Serin O. . 75 -

ss.00 $cne$ R . 50 - - Long. term debt, less current maturities, was as.

Preferred Retirementv fo}]owy
6 7.35 Senn C . (10) (10) (10) Actua!.

emic 31.88 00 Senes E , (3) (3) (3) ar Averar,,. .

T"'"IMd*"* I"'""' N84 1*I I"75 00 Senn T . (2) - (1)
80 00 Series G . - (1) (2) (thousands of dollars)

145 00 Series H . . - (14) (4) 11rst mortgage bndt
145 00 Serin 1. (14) (4) (4) 1092. 15 25 *. $ - $ 20.000. .

113 50 Series K . (10) - - 1992. 10.58 - 40,U00.

: Adiustable Senes M _(100) - - 1992. 1315 - 4334.

. Preference Retirements: 1993, 3 875 30.000 30,000 [. .. .

$ 77.50 Serin 1 - - (6) 1993,. 8$5 SONO 50.000.. . .

M3 . 1375 4334 4334Net Change, (14) 02) -*pM .. .

. .

-- 1994. 4 375 25,000 25,000. .

1994. 13 75 4334 4334 '

. .

(b) EQUITY D15TRIBUTION RESTRICTIONS 1995 . 1335 4 ns 43,4

At December 31,1991, consolidated retained earnings 1995. . . 7.00 750 750. . . .

1996. 1375 4334 4334were 5578,206,000. The retained earnings were . .

available for the declaration of dividends on the h79g3 $ g[''

Company a prefcned and common shares. All of the 29g2.:000 , . 927 140,076 140,076..

Company's common shares are held by Centerior 2007 20H 8 66 335350 3353 50
'

.

Energy. 2012 2016 . 8.97 439,085 439,085
Any financing by the Company of any c.f its 2017-2021 8.59 567,8S0 567,880.

nonutility afhliates requires PUCO authoritation 2022 2023 . 7J8 174300 174 300.

unless the hnancing is made in connection with 1,841,947 tvos,231
transactions in the ordinary course of the Company's Term bank loans due
public utilities business operations in which one 1993 1996 7.96 RL200 114.400. .

company acts on behalf of another. Medium-term notes
due M3-2021 . 9.17 700.000 550,000

'(c) CUMULATIVE PRETERRED AND Polludon control notes
PREFERENCE STOCK due 1993 2012 , 6.30 53150 54.260

Other - net -- 5.908 6970
Amaunts to be paid for preferred stock which must be
redeemed during the next hve years are $14,000,000 *S"' "'84*"" $2'682'805 $2 631'911in 1992, $29,000,000 in 1993, $29,000,000 in 1994, '

$40,000 000 in 1995 and $30.000,000 in 1996. Long. term debt matures during the next hve years ;

The annual mandatory redemption provisions are as follows: 579,000,000 in 1992i S27L000,000 in 1993,
as follows: 542,000000 in 1994, $206,000,000 in 1995 and

$'j'e' rgt $151,000,000 in 1996.e

3eginning t
Redeemed -in $harc During the 1989-1991 period, the Company issued-.

Preferred.
. $700,000,000 aggregate principal amount of secured

$ 735 Sene C . 10.030 W4 $ 100 medium term notes, The noter. are secured by brst
BROO Senes E . . 3.000 1961 1.00n a rtgage bonds.

Ad ustabic Senes M 100.000 IW1 100i The ( ompany has arranged to refund . July 1992.

in9.125 Senes N. 150.000 IW3 100

91.50 Senes Q . 10,714 IW5 1,000 578.700,000 principal amount ot a public authority's
88.00 Scries R . 50.000 2001* 1.000 tax-esempt bonds due 2012 and baving a 13%%

'All outstandmg Shares to be redeemed December 1. 2(o1- interest rate with the proceeds from the sale in July

(Cleveland Electric) F-43 (Cleveland Electric)

, -, _._ ...m__.- - , _ . - _ . _ _ . _ _.- _ _ _ . _ _ - _-



m, - . _ . _ _ _ - ______._.--__m.___ _

1992 of an 4 qual principal amount of the authority's Short term borrow!ng capacity authorized by the
- bonds due 2bl3 and having an effective interest cost pUCO h $300,000,000 for the Company. 'l h'c .

of 8.25%.1he Company's hrst mortgage bonds company and Toledo Ednon have been a'uthorired *

collaterally e.ecure both issues. The pVCO authorized by the PUCO to borrow from each other on a short- '

the Company to record interest expense equal to a term ba*,is.
blend of the higher rate on the outstanding bonds Most borrowing arrangements under the short-
with.the lower rate on the new bonds for an interest term bank lines of credit reqmre a fee of 0.25% per i
expense teduction of $1,000,000 in 1990, $3,400,000 in year to be paid on any unused portion of the hnes of ;

1991 and approximately $3,000,000 in 1992. credit. Dr those banks without fee requirements, t%
The Cortpany's mertgage constitutes a direct hrst average daily cash balance in the Company's bant

lien on sut5tantially all property owned and accounts satished mformal mmpensating b'alance:

- franchises held by the Company. Excluded from the arrangements.
lien among other things, are cat.h, securities, At December 3L 1991, the Company had no .

, _ aerounts receivable, fuel and supplies, wmmercial paper outstanding if commercial paper
. Additional first mortgage bonds may be issued by were outstanding,it would be backed by at least an

the Company under its trertgage on the basis of equal amount of unused bank Snes of cmdit.
bond 6bic property additions, cash or substitution for

,

refundable first mortgage bone The issuance of
additional nrit mortgsge bonds on the basis of (12) CilANGES IN ACCOUNTING f Onproperty additions is limited by two provisions of our NUCLEAR PLANT DI:PRECIATIONmortgage. On * relates to the amount of bondable
property available and the other to carnings coverage Ir. June 1991, the Company changed the method used
of interest on (ne bonds. Under the more restrictive to accrue nudear plant depreciation from the units-
of these provisions (currently, the amount of of-production method to the straight hne method
bosdable prop 4rty available), we would have been retroactive to January 1,1991. The good performance
permitted to is4ue approximately $335,000,000 of of the nudear generating units over the past several
t>onds based upon available bondable property at years hau resulted in units of production
December 31,1991, The Company also would have depreciation expense being signincantly higher than-
been permitted to issue approximately $214,000,000 of the amount implicit in current electric rates. The
bonds based upon refundable bonds at December 31, straight hne metnod better matches revenue and

1

1991. lf Perry Unit 2 had been canceled and written expense, tends to levehze periodic depreciation ;

. off as of December 31,1991, the Company would not expense for nuclear plant and is more consistent with
have been permitted to issue any bonds based upon industry practice.

- available bondable property, but would hrve been The pUCO approved the change and authorized
permdted to h. sue approximately $214.000,000 of the Company to accrue depreciation Lr its three
bonds based upon tefundable bonds. operating nuclear generating units at an accrual rate of -

An agreement niating to a letter of credit issued in about 3% of plant investment based upon the units'
- connection with the sale and leaseback of Beaver forty-year operating licenses from the NRC This
Valley Unit 2 (as amended in 1989) contains several change in method decreased 1991 depreciation
financial covenants affecting the Company, Toledo expense $21,997,000 and increased 1991 net income
Edison and Centerior Energy. Among these are $16.957,000 (net of $5,040,000 of income taxes) from
covenants relating to earnings coverage ratios and what they otherwise would have been,
capitalization ratios. Ihe.Corrpany, Toledo Edison in December 1991, the pUCO approved a
and Centerior Energy are in compliance with these reduction in the stralpht line depreciath acemal
covenant provisions. We believe these covenants can rate from about 3% to 2.5% for each of the three
still'be met in the event of a write-off of the operating nuclear units retroactive to January 1,
Company's and Toledo Edison's investments in perry 1991. The Company believes the lower depreci- '

Unit 2, barring unforemen circumstances, ation accrual rate is appropriate and reduces . j
combined annual depreciation expense to a ,

(11) SilOR r. TERM BORROWING level more closely aligned with the total amount

A?% M MEN E cunently being recovered in customerst rates for
,

these units, This change in rate decreased 1991
The CQ r i $152,000,000 of bank lines of credit - depreciation expense $18,309,000 and increased
arran; ~ !)ecember 31,1991i This included a 1991 net income $14,006,000 (net of
$30,0 L 4 of credit which provided a $4,303,000 of income twes) from what they otherwisew

$5,000,000 60 of credit to be available to the Service would have been.
Company if unused by the Company. There were no Depreciation expense recorded in prior years was

' borrowings under these bank credit arrangements at not affected. Current electric rates were also
Decembei 31,1991. unaffected by the PUCD orders.

'

.
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(13) QUARTERLY RESULTS OF OPER ATIONS (UNAUDITED)

The fouowing is a tabulation of the unaudited quarterly results of operations for the two years ended December
31,1991.

Quartern Inded
Natch31. June NL Set NL ~ Ince 31,

(thousands of dollars)
1991

Operating Revenues. . . . $431,087 $455,614 $518.105 $420.932. ... ....... . ... . .

Operating income. . . . . . . . . . . . . . 90,340 102,283 139,400 83.667.......... ... ...

Net income 37,894 52,088 94,845 61,331 |........ .......... . ....
'Earnings Available for Common Stock . . . . . . . . . 29.197 43,402 85,874 51,828

i

1990 i

OperaMng Revenues . . . 5387,241 $405.150 5495,337 5403,431 i.. ..... .. . . . .

Operatmg Income. . . 76,273 57,599 130,348 82,161 i.. ... .. . .. .
'

41531 43,019 95.005 50.473Net income . . . . . .. ... .. . . . ..

Ea:ntngs Available for Common Stoc k , . . . 34.280 33.682 86,043 51,641..
t

Operating revenues for the hrst 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 applicable quarter. The unaudited quarterly
results for the quarter ended March 31, 1991 were also restated to reflect the change in accounting for nudear
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 year end adjustments of ,

$10.309,000 to reduce depreciation expense for the year for the change in the nuclear plant straight.line
depreciation rate to 2.5% (see Summary of Signi6 cant 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 533,159,000.

Earnings for the quarter ended June 30,1990 were increased as a result of federal income tax expense
adjustments associated with defened investment tax credits relating to the 1988 write-off of nuclear plant
investments. See Note 7. The adjustments 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 depreciation rates for nonnuclear and
Davis-Desse 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.

.
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Finaricial arid Statistical Review '

................. .... . . ... .... .... .. . ., . . .. . . .. .. ...... .

Operating Revenues. (thousands of dollars) :

1,.w ;

intal 1otal 5.w,m Opratmg .

) tar kt Alential Cornmercial irduttnal Other 5:etail Whi.lesaIr la j i 6e.51ru litatmg kenen.ses [

'1991... . $$47 43) 539 795 $46 698 liti$26 1 I?0 752 74 V% 1 E25 738 - $1815 733

19eD 495 158 494 370 543 813 122 701 1 6% 042 35 117 1 t 91 159 - I t,91 159 !..

J Ic80.,, 469 803 452 911 519 854 117 220 155979 74 439 I 614 227 - 1 634 227 i.

1968..... 4 % 413 3951t.5 476 063 59 Ki 1 367 445 67% 14% N1 .- 1 453 201 i

.

1997. 42874 389 29? 47n %) 12 322 1 301 266 13 416 1314 6A2 13 371 1328 OS), .

1991... . 310 409 2h3 608 3 M 805 78 350 W 172 27 Fo7 i 017 039 12 1 % 1 0292E i

..... ... .. ..... ... . .. . ...... . . .. . .. .... . , , . .. .

Operating hpenes (thouwnds of dollars)
'

Other
fuel & Opetahon Depterlahun t a nce. Pha*e m & Iwieral Totat

Pwrthaird - & & Other Than Pee phase-in inc ome Oper3%g
itar Power (s) Maintenae.ce Amortiratmn 11T tvfened Net la wa Lineng

1991... $455 DSS 469 530 170 $71(b) 215 908 (6 B40) 105 824 $1410 0')..

1(/90[ 412 397 514 186 . 169 526 197 454 (23 M4) 75 Pr9 1 144 778
1989 427 108 50A 151 187 614 183 120 (42 467) E5 275 1 348 801.

1988 306 637 524 476 189 731 164 813 (104 396) 94 654 1 197 917 ;..

1987. , 334 328 . 425 938 148 918 146 407 (47826) 83 179 1 OW 944
"

<.
,

1981. 367 71$ 224 299 85 294 - 91 f.4 8 (J 575- 8% 531-. .

... .. ... .... .. ... ... . .., ... . ... . .. .. . ... , . . . . . .. .

Income (thousands of dollars)-
lederal

Other income int ome '

income & T a ses- behire -
Operstmg AFvDC- Dedurteni, Cmyms Creat intetest ,

- iear income Lounty Net C hattes ( t ipense ) . Charges
.

'1991.. $415 690 7 $52 S E09 57 615 (24 311) $492 &SS.

.

1990. .... . 346 381' 4 531 1 836 '161 $98 (20 401) 403 945
1989.. 255426 8 362 7 934 234 78A (55 699) 480 811..

1988. 255 284 8052 (243 297)(c) 224 565 53 162 297 7 %,....

1987...... 237 109 ' 177 I?0 (41 940) 24 610 79 606 476 555.

1981. . 192 704 46 970 10 617 - 16 125 268 416
... .... ......... ..... 4 ... .. .. . . .. . .. . . .. . ...., .. ., .. . .. .

Income (thousands of dollars)
Income
IWfore }

Cumulanve Cumulatne - Prefened & l amings
Effect of an Effect of an Preference Asailable for

Debt AFUDC- Acc ountmg Accountmg Net stod Common
t ear interest Det4 Change Change Income Dwiderah Stock

1991. $250199 (4 302) 246 158 - 246 158 35 857 D10 301~ .

1990, 254 9 % . (3 319) 242 328 - H2 328 36142 205 646..

-1989. 238 042 (7 450) 250 219 - 250 219 40 227 209 992,

1988. 228 879 (4 304) 73 211 21874(d) 95 085 42 506 52 579,.
,

1987... 249 958 (82 985) 309 582 - 309 582 43 356 26619t....,

1981. .. 146 712 (34 030) 155 734 - 155 734 34 917- 120 817.

.. ......... .. . .... . . . , . . . . . . . .. . . .. . . . . 4 .

(a) Wholesale revenues, fuel and purchased power, w holesale electric sales and purchned power amounts aar testated for 14"1 and pnor 3 cars to
. reflect a change in reporting of buik power ules trahuctions in acwrdance with FERC requirementt

.

(h) In 1991, a change in accounting for nuclear plant deprenation was adopted, changing from the units-of-production method to the straight-hne
rnethod at a 2% rate.

- (c) includes wnte-off of nuclear costs in the arnount of $257.400 000 in 19R
, (d) In 1988, a change in the rnethod of accountin$ or vnbJled revenues was adopted.f
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1Hf ClLWLAND LLECTRIC llLUM!NAllNG CDMMMY AND SU5510!AR!l%
,. ...... .. . . ........... ...... .. .. . .............. . ... 4 . . . . . ... . ....

Electric Sales (million5 of KWil) Electric Customers (year end) liesidential Usage
A6etage Airter.e

Aterare Pru e ketenue
InJatrial & WH l*re Pee Pet

T eos lleniential con.metrial indie.tnal Whoiculr(s) Othre letal krwirntial Commernal & Other lotal C uuon.et kWH cuuome,

c 11. .. 4 940 5493 $ 017 2 442 565 21 457 667 495 70 405 $ 3!5 746299 ? 170 11.0St $ 797,25

19W c 4 716 5 234 6 551 1607 40 20 571 665 OLM M 700 6 331 742 051 6 M7 1033 723l$.

1980, 4 789 5208 8 780- 2 132 531 21 410 660 786 ed 030 6 329 737 145 7 025 9 81 691 83 1

190$; 4 $52 4 948 9 013 749 472 20 0k4 657 592 M 606 6 20.1 32401 7 152 8.W 646 35 |

1987o. 4 M2 4 ft1F 6h 153 - 4M ltt 564 tS4 021 t 4 97E 8 155 727 154 6 927 9 16 b17 46 i.

!

1931. 4 .: 434 ' 4 1 *n s280 7:4 399 1? 917 642 925 60 714 7 86 711 325 6 146 * 12 4%51 j.

;. ...... .. . ... .. .. . . . . . ...............

. Load (MW & %) Energy (millions el KWill Fuel
Osveable
rstarn) r thocm ...
at Ttrne P#sk- . Capacify - Inad C""?2*N'"'''d .

Pnedsated f uct Cml ILTU Pe-
r.i Peak lead Maqcm f aoor _hed Na k er laat Power (s) letal PerkWH thH jyear _

.. _ 4 f 95 3 586 17.2% 61,8 % 13 193 7 451 20 644 2 144 22 788 1.494 10 5031991

1990, .. .. 4 685 11 778 ~ 19,4 63 3 -15 579 5 262 20 841- 994 ?! fLOS 132 10 417

1989. . 4 536 ' 3 %6 ' 14 8 fa.2 14 968 6 570 21 538 'l268 22 606 1 49 10 506
1988o44, 4 468f t) 4 067 90 59 8 15 756 4 U/> 20 236 1359 ?! 595 134 10 517 e,

1987.. 42%7 3 722 12 6 62 3 14 978 3 689 18 667 1376 20 043 136 10 506.

1981 . 4 667 3 447 ' 26 1 62 7 15 225 2 255 17 480 1 781 19 261 1.65 10 $P2 *..

......... 4 ...... ............. . .. . .. . ... . . . . . .. . . .... .

Investment (thousands of dollars)
i

Comtru<tmn
'

hork in Total
()tihty Accumulated Progress Nudca t- Property. Utihty

I'lant in LApreciation 4: Net as i erry fueland Plant end Plant - Total
iest Servue Amompation Ptant Unit I Other 1. quipment ,Addituine Assets

'

1991'..... $6195 945 1 $64 984 ; 4 630 961 669 696 304 963 . $5 605 620 $150 005 $$ 066 $80

1 WD. 6 032 336 1 395 258 4 04078 696 696 344 252 5 675 026 1/4 619 7 945 157...

1989, 5 669 283 1 258 905 4 610 378 726 933 354 374 5 691 685 143 898 7 670 405.

1983o 5 704 746 1 061 758 4 622 % 8 763 628 380 573 5 7671F9 211 060 7 456 196 e. ..

1937.. 5 787 603 905 297 4 682 306 633 433 389 281 5 905 020 566 947 7 089 026..
f

.

2 624 438 621 353 2 003 085 986 457 122 231(f) 3 til 773 409 277 3 514 457
P

1981..
.... ... .......... ... . .......... .. .. .. ... . ... . . . . .. .. ....... .... .. ...

= Capitalization (thousands of dollars & %)

Preferred & Preferente Preferred Stock, without '

Simk. wuh Mandatory Marsdatory RedemPhon
- ) ear ' Comnen Swk Pque RedemPinn Provisions Provisions imng Term Debt Total

1991 .. $1897 401 36% 268 368 5% 217 334 4% 2 682 805 $3% $5 065 908..

1990. I 854 256 38 171 162, 3 217 334 4 2 01 ell 55 49046(5. .

1989 1 E28 074 - 40 - 212362 4 217 334 5 2 336 379 51 4 594 149
i

1988 'l 780 408 40 232 626 5 21? 334 5 2 260 170 50 4 490 538.

'1987.. -1 925 719 ' 41 270 645 6 217 334 4 2 317 957 49 4 731 655 -,,.

1981 .. 1 0@ 206 36 325 000 12 95 071 4 1 328 404 48 2 750 661 '
.

. ........ . . . ... . . ...... .... . . .. , , , .. . . ., . .. . ,. .4 m

fr) Capacity data reficcts extended generating unit outage for renovation and improvementt

((f) Restated for effeds of capjtahzation of nuclear fuel lease and hnannng arrangments pursuant to Statement of finany;,' Accountmg
Statsdards 71. 'Y

F'

L
r

|-
|

y . (Cleveland Electric) F.47 (Cleveland Electric)
|

\

||
u _,m_.---___,______,__ _ __ _ _ _ _ . _ _. ._ _. _ ______.



Retwt of.,hidependent PuMic Accountants
. . . . . . ... m . .

To the Share Owners of DERSEN
The Tcledo Edison Company: g

,

We have audited the accompanying balance sheet and years in the penod ended Decembe, 31,1991. m
vitement of cumulative preferred stock of The conformity with generaHy accepted accounting
Toledo Edison Company (a wholly owned subsidiary piinciples. ;

of Centerior Energy Corporation) as of December 31, As discussed herther in the Summary of sm,nihrant
1991 and 1990.and the related statements of income, Accounting polioer. and Note 12, a change was made
actained earnings and cash flows for each of the three in the method cf accounting for nuclear plant
years in the period ended December 31,1991. These depreuation in 1991, retroactive to January 1.1991
financial statements and the schedules referred to As dmussed further in Note 3(c), the future of
below are the responsibility of the Company's perry Umt 2 is undecided. Construction has been
management. Our responsibility is to express ar suspended sime July 1985. Various options are being
opinion on these hnancial statements and schedules considered, including resuming constructmn,
based on our audits. converting the unit to a nonnuclear design sale of all

We conducted our audits in accordance with or part of the Company's ownership share, or
generally accepted auditing standards. Those canceling the unit. Management can give no assurante
standards require that we plan and perform the audit when, if ever, perry Unit 2 will go in service or
to obtain reasonable assurance about whether the whether the Company's investment in that unit and a
hnancial statements are free of material misstatement. return thereon will ultimately be recovered.
An audit includes examining. on a test basis, Our audits were made for the purpose of forming
evidence supporting the amounts and disclosures in an opinion on the basic hnancial statements taken as
the hnancial statements. An audit also includes a whole. The schedules of The Toledo Edison
assessing the accounting principles used and Company listed in the Indes to Schedules are
signincant estimates made by management, as well as presented for purposes of complying with the
evaluating the overall financial statement Securities and Exchange Commission's rules and are
presentation. We believe that our audits provide a not part of the basic hnancial statements. These
reasonable basis for our opinion. schedules have been subjected to the auditing

in our opinion, the hnancial statements referred to procedures applied in the audits of the basic hnancial
above present fairly, in all material respects, the statements and, in our opinion, fairly state in all
hnancial position of The Toledo Edison Company as material respects the hnancial data required to be set
of December 31,1991 and 1990, and the results of its forth therein in relation to the basic hnancial
operations and its cash flows for each of the three statements taken as a whole.

Cleveland, Ohio
_

February 14, 1992 Arthur Andersen & Co.

-(Toledo Edison) F-48 (Toledo Edison)
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.Staninary of.Sigrtificant Accounting Policies
. ..... . - . .. .. . . . . .... . . . .- ... ... ,, . . .

GENERAL purchased power transactioru. and reponed as part
The 1oledo Edison Company (Company) is an of fuel and purchased powei npense.1he amounts
electric utihtv and a wholly ' owned sutwidiary of for pnor yean, have aim ban redassihed to conform
Centerior En'ergy Cotporation (Centerior i nergy). weh cunent reporung requirements. See Note 13.

The_ Company follows the Uniform System of
- Accounts prescnbed by the Federal Energy Regulatory EUEL EXPENSEe

- Comminion (FERC) ar.d r.dopted bv The Public
Utihties Cornmission of Ohio (PUCO). As a sate. The cost of fossil fuelis th2iged to fuel npense based

regulated etihty, the Company is sub:ect to StMement on inventory usage. The cat of nuclear fuel. .

of l'inancial Account;ng Standards 71 which govern,, mcludmg an mterest component, n tharged to fuel
accounting for t%c effects of cern , types of rate " pense based on the rate of consumption. Est mated

regulation. iuture nu&ar w, el hposal com are being rme:ed
1he Company is a member of the Cen*ral Area through the base rate.t

Power Coordination Group (CAPCO). Other The Company defers the difftrences between
members indude The Cleveland Electric illuminating actual fuel costs and estimated fuel costs cunently
Company (Cleveland Electric), Duquesne Light being recovered from customers through the fuel
Company (Duquesne), Ohio Edison Company (Ohio factor. This matches fuel apenses with fuel related
Edison) and Ohio Edison's wholly owned revenues.

subsidiary, Pennsylvania Power Company 4

(Pennsylvania Power). The members have PRE Pil ASE IN AND PilASl>lN DEIERRALS
constructed and operate generation and transmission 01 OPERATING EXPENSES AND
facilities for the use of the CAPCO companies' CARRYING CilARGES
Clevela..d Electric is also a wholly owned subsidiary
of Centerior Energy. The PUCO authorized the Company to tecord, as

carrying charges related to I erry Nuclear Iy andeent c argn, cena n pyraung npenRELATED PARTY TRANSACTIONS ower i_,lant
Operating revenues, operating expemes and interest Unit 1 (Perry Unit 1) and Beaver Vallev Power
charges include those amounts for transactions with Station Unit'2 (!! caver Valley Unit 2) fr'om their
affihated companies in the ordinary course of respective in+ervice dates in 1987 through December
business operations. 1988. Amortir.ation and recovery of these deferrals

The Company a transact. ions with Cleveland ~

(called pre phase-in deferrals) began in January 1989
Electric are primarily for hrm ower, interchange
power, transmission line renta{s and |omtly ownedin accordance with the January 1989 PUCO rate order

discussed in Note 6. The amortiz.ations will continuepower plant operations and construction. See Notes 1 ever the hves of the related nrr rtv.
' As discussed in Note 6, * nu'ary 1989 PUCOCenterior Service Com ar. ' (Service Company),

the third wholly owned s b diary of Centerior rate order for the Compar ed an approved rate

Energy, provides management, financial, . phase-in plan for the Company 5 investments in
administrative, engineering, legal and other services at IP'ry Unit 1 and lleaver Valley Unit 2. On January 1,
cost to the Company and other af6 hated companies. 1989, the Company began recordmg the deferrals of

_

The Service Company billed the Company operating e penses and intere,. and equity carrying
561,000,000, S49,000,000 and $40,000,000 in 1991,1990 charges on deferred rate-based investment pursuant
and 1989, respectively, for such services. to the "hase in plan. These deferrals (called phase in

deferr.as) will be recovered by December 31,1998.
REVENUES

Customers are billed on a monthly cycle basis for their DEPRECIATION AND AMORTIZATIONenergy contumption based on rate scheduln or
contracts authorized by the PUCo or on ordinances The' cost of property, plant and equipment is
with individual municipalities. An accrual is made at depreciated over their estimated useful hves on a
the end of each month to record the estimated straight line basis. Prior to 1991, only nonnuclear
amount of unbilled revenues for Eilowatt hour sales property, plant and equipment was depreciated on a
rendered in the current month but not billed by the straight line basis, as depreciation npense for the
end of that month. nuclear generating units was based on the units-of-

A fuel iactor is added to the base rates for electric. production method.
service. This factor is desigred to recover from The annual straight line depreciation provision for
customers the costs of fuel and most purchased nonnuclear property expressed as a percent of
power. It is reviewed and adjusted semiannually in a average depreciable utility plant in service was 3.4%
PUCO proceedmg. in 1991,3.3% in 1940 and 3 6% in 1959. The rate

Operating revenues include certain wholesale declined in 1990 because of a PUCO approved change
power sales revenues in accordance with a TERC in depreciation rates effective January 1,1990.
clarif cation of reporting requirements. Prior to 1991, attributable to longer estimated lives fnt nonnudear
these bulk power sales transactions were netted with property. See Note 13

(Toledo Edison) F-49 (Toledo Edison)
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In'19W. the Nudear Regulaton, Comminion _ DETERRED CAIN AND LOSS THOM i
(NRC) approved a sieyear extension of the operatinM SALES Of UTILITY PLANT '

license for the Daviv Besse Nuclear Power Station '

(Davi&Besw). The PUCO approved a change in +e The Company entered into sale and leaseback |
units-offroduction ~ depreciatior. rat" for Davir tiansactions in . 7 for the coau "d Bruce Mans 6 eld ;

Bene, effective January 1,1990, which tecognired the Generating Plant plansheid Plati and incaver j

hfe extension. See Note 13. Yalley Unit 2 as discussed in Note 2. These |
. __ .

- Effecute January 1.1W., the Company changed transactior s resulted in a net gain for the sale of ;

'Its method of accoundng for nuclear plant Mansheid Plant and a net loss for the sale of Beaver
depreciation from the units-of-production method to Valley Unit 2. both of which were deferred The !
the sua!ght-line method at about a 3% rate The Company is amortizmg the applicaNe deferred gain |
PUCO approved this change in accounting methe. and loss over the terms of leases under sale and
for the Company and subsequently approved a leaseback agreements The amortaations along with !

. - ch.mge to lower the .W rate to 2.5% for the three the ! case espense amounts are recorded as other '

operattr>g nucicar units retroactive to January 1,1991. operation and maintenance npense.
See Notes 12 and 13. I

The Company uses external fundmg of future INTEREST Cil ARGES
decommissioning costs (c.r its operating nuclear units

.

pursuant to a PUCO order. Cash contributions are Debt interest reported in the income Statement does '

made to the funds on a straight line basis over the not indude interest on nuclear fuel obligations.
remaining licensing period for each umt. Amount, Interest on nuclear fuel obhgations for fuel under !

currentiv m rates are based on past estimates of construction is capitahied. See Note 5. .

decommissioning costs for the Company of Losses and ~,ains realized upon the reacquisition or !
$59,000,000 in 1986 dollani 'or. Davis-Besse and redemption of long-term debt are deferred, consistent j

$28,000.000 in 1987 dollars each for Perry Unit 1 and with the regulatory rate treatment. Such levses and
ficaver Valley Unit 2. Actual decommissioning costs gams are either amortized over the temainder of the !

are expected to signi6cantly oceed these estimates. originallife of the debt issue retired or amortized over
it is expected that increases in the cost estimates will thelife of the new debt issue when the proceeds of a
be recoverable in' rates resulting from future rate new inue are used for the debt redemption. The
proceedings. The current level of expense being amorazations are included . debt interest expense,
funded and recovered from customers over the
remaining licensing periods of the units is PROPERTY, PLANT AND EQUIPMENT
approximately $4,000,000 annually. The present
funding requirements for Beaver Valley Unit 2 also Property, pbnt and equipment are stated at origmal

..

satisfy a similar commitment made as ' art of the sale cost less any amounts ordered by the PUCO to bep
and leaseback transaction disce,cd in Note 2. wntten off. Included in the cost of construction are

item such as related payroll taxes; pensions, fringe

FEDERAL INCOME TAXES benehtts management and general overheadsf and j
.

allowance for funds used during construction t
The hnancial statements reflect the liability method of ( AFUDC). AFU,P represents 'the estimated
accounting for income taxes. The liability method composite debt anu equity cost of funds used to.

requires that the Company's deferred tax liabilities be finance construction' This noncash al owance is.

adjusted for subsequent tadte changes and that the credited to income, except for certain AFUDC for
Company record deferred taxes for all temporary Perry Nuclear Power Plant Unit 2 (Perry Unit 2). See ;

differences between the book and tax bases of assets Note 3(c). The gross AFUDC rate was 10.96% in
'

and liabilities. A portion of these temporary 1991,11,17% in 1990 and 11.45% in 1989.
,

differences are attributable to property related timing Maintenance and repairs are chargd to expense as
differences that the PUCO used to reduce prior years' incurred. The cost of replacing plant and equipment
tax expense for ratemaking purposes whereby no is charged to the utility plant accounts The cost of
deferred tases were collected or recordal. Since the property retired plus removal costs, after deducting
PUCO practice permits recovery of such-taxes from any salvage value,is charged to the accumulated '

customers when they become payable, the net provision for depreciation.
amount due from customers has been recorded as a |
regulatory asset in deferred charges. A substantial - RECLAS$1FICATIONS
portion of this amount relates to differences between *

the book and tax bases of utility plant. Hence, the Certain reclassihcations have been made to prior !
, 'recovery of these amounts will take place over the years' hnancial statements to make them comparable

lives of the related assets. with the 1991 fmancial statements and consistent
Investment tax credits are deferred and amortized with current reportmg requirements. These include

over the estimated lives of the applicable property. reclassihcations related to certain wholesale power
,

The amortization is reported as a reduction of sales revenues as discussed previously under )
depreciation expense under the liability method. " Revenues" and accumulated deferred rents as .

See Note 7. discussed in Note 2.

a
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Managernents Financial Analysis
, ..... ...... .... ......-....... . . . ..... .. . . .. . ... . . . - . , . .. . ....

RESULTS OF OPERATIONS

related costs in rates, we have requested PUCO_Orcreirr- approval to accrue post in service carrying costs and -
The January 1989 PUCO rate order for the Company, defer depreciation for facilities the are in service but o
as discussed in Note 6. was designed to enable us to _ not yet recognited in rates. PUCO action en this '

begin recovering in rates the cost of, and earn a. fair request has been postponed under the - joint q
return on, our allowed investment in Perry Unit 1 recommendation approved by the PUCO discussed '

and_licaver Valley Unit 2. The rate order; which below. - .

. provided for three rate increases, improved revenues in December 1991, the PUCO approved a joint
-and cash flows in 1989,1990 and 1991 from the 1988 recommendation of the Company, Cleveland Electric
levels; However, as discussed -in the hrst four and customer representative groups involved in the

- paragraphs of Note 6, the phase in plan was not 1989 rate case settlement. The joint recommendation
designed to improve earnings because gains in sought to secure an interim resolution of then-

- revenues from tne higher rates and assumed sales pending accounting applications in 1991 and to
- growth are initially _ offset by a corresponding establish a framework for resolving accounting issues
. reduction in the deferral of nuclear plant _ operating - and related matters on a longer term basis (i.e.,1992-
expenses and carrying charges and are subsequently 1995). As part of this joint recemmendation, the
of4ct by the amortisation of such deferrals. Compary end Cleveland Electric agreed to limit their .

Although the phase-in plan had a positive effect combined 1992 other operation and maintenance <

on revenues a d cash Dows, there are a number of - expenses and capital expenditures to $1,050,000,000, '

- factors that es 4 a ngative influence on earnings in exclusive of compliance costs related to the Clean Ait
.1991 and wili corde to present significc.nt earnings Act Amendments of 1990 (Clean Air Act). Other
challenges in 1992 and beyond. One such factor is operation and maintenance expenses and capital
related to facilities placed in service after February expenditures on a consolidated basis for Centerior

= 1988 and not included in rate base. The Company is Energy totaled 31,005.000,000 in 1991. The Company,
required to record interest charges and depreciation Cleveland Electric and the customer representative

3- on these facilities as current expenses even though groups also agreed to an ongoing review of our
such items are not yet recovered in rates._We also are business operations, financial condition and
facing the challenge of competitive forces,induding accounting practices. This effort, with trie participation
new initiatives to create municipal electric systems. of the PUCO siaff,is directed at the maintenance and
The need to meet competitive threats, coupled with a ultimate improvement of our financial condition, the

- desire to encourage economic growth in the service improvement of the efficiency of our operations, and
Tarea,is prompting the Company to enter into an the delay and minimization of fuiure rate increases.
; increasing number of contracts having reduced rates 'ihe Company and Cleveland Electric also agreed not
with certain large customers. Competitive forces also - to seek any base rate increase that would become
prompted us to implement rate reductions in 1991 for effective before 1993.
residential and small commercial customers, Factors The Company continually faces _ competitive

'

beyond our control also having a negative influence threats from municipal electric systems within itsp'
on earnings are the economic recession, the effect of service territory, a challenge intensified by municimi
inflation and increases in taxes, other than federal access to low cost power currently available on the
income taxes.

. _ _ _

wholesale market. As_ part of our competitive
The Company has taken several steps to counter strategy, we are strengthening programs that

i the adverse effects of the factors discussed above. We - demonstrate the added value inherent in our service.
have implemented most of the ammendations of _ beyond what one might receive from a municipal

:the . management audit discussed in Note t> and have electric system. Such programs include providing
-_taken other actions which reduced other oneration services to_ communities to-help them retain and
and maintenance expense by ap;m i wly

_

customers to improve their energy efficiency and -
attract businesses, providing consulting services to

$17,600,000 in 1991. 'As discussed in ta 4 ary of-
,- Significant . Accounting Policies and Now , we . developing demand side management programs. To.
i; . sought and received pVCO approval to lower ou counter new municipalization initiatives, we are also

. nuclear plant depreciation expense in 1991 to a levei stressing the fmancial risks and uncertainties of
more closely- aligned with the amount being

_ recovyted in rates. In addition, we have increased our
- creating a municipal system and our superior
reliability and service

-- efforts to sell power to other utilities which, in 1991| Annual sales browth is expected-to average
' resulted in approximately $3,100,000 of revenues in about 2% for the next several years, contmgent on
excess of the cost of providing the power.

.

imposed by these sales projections and current
future economic even% Recognizing the limitations-

'Despite the positive aspects of the measures
I discussed above, more must be done to ma. train competitive aressures, we -will utihze our best
L earnings. Continuing cost reduction efforts will be efforts to minimize future rate mereases through
: necessary to lessen the_ negative _ pressures on wst reduction and quality of-service efforts and -
E earnings. The Company is aggressively seeking long- exploring other innovative options. Eventually,

term power contracts with wholesale customers to - rate increases will be necessary to recognize the cost
i further enhance revenues. To counter the ~cffects of of our new capital investment and the effect of

I: : delays in recovering new investment since 19S8 and inflation.
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$ 1991 w.1990 . The maior factor accounting for the increase in
, Factors contributing to the 2A increase m 1991 base rates and rmscellaneous operating revenues was
operating revenues are as follows: related to the Januarv 1489 rate order. The PUCO '

in m ase approved rate incie.nes for.the Companv~ of 9%
r Change h Orveaung Rewnues ' Okmaw) effective in - February 1489 and 7% effective in ,

? I4c Rato and M:vellareous u 40fuuioO february 1990. The.assortated revenue increase in
' Sales Volume and Mn. E0E000 1990 was partially offset by reduced revenues
. Wholesale Sales. @ W100) resulting from a 9.1% decrease in total kilowatt hour,

_ $ x t m ooO sales. Industrial sales decreased 3.3% because of the
recession beginning in 1990. Residential and

- A significant factor accounting for the increase m commercial - sales decreased 3.3% and 0,4%,
operating revenues resulted from the January 1989 respectively, as seasonal temperatures were more
PUCO rate order for the Company The PUCO moderate in comparison to - the pnor year's
approved rate increases of 7% effective in February temperatures, tesulting in reduced customer heating
1990 and 2,74% effective in February 1991, However, and cooling-related demand. Other sales activity

Jas part of the Company's efforts to improve its decreased 22.1% as a result of lower wholesale sales.
competitive position in its service area, the Company Operating expenses decreased 1.7% in 1990.
walved its 2.74% rate increase for residential and Depreciation and amortitation expense decreased

- small commercial customers and reduced its primarily because of lower depreciation rates used m
residential;ates byh effective in March 1991 and by 1990 for nonnuclear and Davis-Desse property
an additional 1% chective in September 1091. See- attributable to longer estimated hves and because of
Note 6. Total kilowatt-hout sales increased 3.3% in longer nuclear generating unit refueling and i

1991. Residential and commercial sales increased 4.6% maintenance outages in 1990_ than in 1989. Lederal
and 4.3%, respectively, as a result of higher usage of income taxes decreased primarily because of a '1

- cooling equipment in response to the unusually decrease in pretax operating income. These
warm late spring and summer 1991 temperatures, The decreases in operating expenses were partially offset

- commercial sales increase was also influenced by by an increase in taxes, other than federal income
some improvement in the economy for the taxes, resulting from higher property and gross
commercial sector. Industrial sales declined 2% lart;ely receipts taxes, and by lower operating expense

- because of the recession-drivei slump in the auto, deferrals for Perry Unit I and Beaver Valley Unit 2.
glass and metal industries. Other sales increased 8.5% - Credits for carrying charges recorded in

,

because of increased sales to wholesale customers, nonorerating income decreased in 1990 because a
, Operating expenses increased 2.3% in 1991, The greater share _of- our investment > and leasehold-

Merease was mitigated by a reduction of $17,600.000 interests in Perry Unit 1 and Beaver Valley Unit 2
in other operation and maintenance expense, resulting were recovered in rates. Other income and
primarily from cost cutting measures, Offsetting this deductions, net, decreased primarily because of less
decrease re an increase in federal income taxes interest income in 1990. These decreases were
becaus M . "r pretax operariag income; an - partially offset by an increase in federal income tax

- increa~ other than federal income taxes, credits related to nonoperating income resulting from
bresu in ;her property and gross receipt taxes a decrease in pretax nonoperating income and federal

and_ V 'ennsylvania tax increases enacted income tax adjustments of $18,810,000 associated,

^ in Aq s . W ! m increase in fuel and purchased with previously deferred investment tax credits
power im w sutting primarily from increased relating to the 1988 write-off of nuclear plant. Interest
amorti. m .. of : eviously deferred fuel costs over the expense decreased in 1990 because of rehnancings by
amount y , e :.ed in 1990; and lower operating the Company and a lower level of debt outstanding.
expense deter <als for Perry Unit 1 and Beaver Vallev
Unit 2 pursuant to the Ja'nuary 1989 PUCO rate ' EFFECT OF INFLATION -
order;-

- Although the rate of inflation has eased in recent
Credits for carrying charges recorded in -'

' urs, we are still afiected by even modest inflationv
nonoperating income decreased in 1991 because a - since the regulatorv process ' introduces a time lag -
greater share of our investments and leasehold during which incre'ased costs of our labor, materials -
interests in Perry Unit 1 and Beaver Valley Unit 2 and services a 3 not reflected in rates and recovered.
were recovered in rates The federal income tax Moreover. regulation allows only the recovery of
provision related to nonoperating income mcreased historical costs of plant assets tlirough deprejiation
mainly because the 1990 provision was reduced by even though the costs to replace these assets would
$18,810,000 - for federal . income tax adjustments substantiallv eueed their historical costs in an
associated with previously deferred investment tax inflationarv economv;
credits relating to the 1538 write-off of nuclear plat. Changes in fuel costs do not affect our results of

. 1990 es.- 19S9 perations since those costs are deferred until
reflected in the txl cost recovery factor included in

.

,

Factors contribut,mg to the 0.3% decrease m. 1990 customers' bills.,| operatmg revenues are as follows:
merme

Change in Operating Rennues JDerr w e)

- Bae Rates and Mmellaneous . 5 3L000.000
Sales Volume and Mn - (24.00t1000)
Wholesale Sales. (10 000 000)

5 (2 M 1000)

,
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- For the years ended December 31,
1991 1990 1989j

{ (ttmusands of dollars)

h Operating Revenues (1) . . . $ SS7,258 5863,1'i3 ~$865,623. ,

\
Operating Expenses\

Fuel and purchased power . . 177,642 174,309 172,220.

Other operation and maintenance 355,726 373,374 372.530..

Depreciation and amortization 72,137 72,627 85,057.. .

Taxes, other than federal income taxes . . 86,656 79,320 72,123

Phase-in deferred operating expenses . (5,796) (16,950) (22,535)
Amortization of pre-phase-in deferred costs 6,943 7.196 6,782

Federal income taxes . 31,767 21.041 37.2qs.

727,077 710.887 723,462

Operating income . 160,161 152,286 142,161
.

Nonoperating income
Allowance for equity funds used during construction 1,499 3,352 S,568 --

Other income and deductions, net . 3,62S 6,305 20.517.

Phase-in carrying charges. 21,966 43.487 82,30S. .

Federal income taxes - credit (expense) . (6,228) 8,664 _ 21,563)(
20,SS5 61.808 89,830

income Before interest Charges. 181,066 214.094 *t31,991

Interest Charges
Debt interest 132,399 135,344 144,792.. .. . . .

Allowance for borrowe.' funds used during construction (946) (2,62) (5,479)

131,453 132,670 139,313

Net income . 49,613 81,424 92.678.

Preferred Dividend Requirements . 24,792 25,159 25,390

Earnings Available for Common Stock $ 24,S21 s 56,265 5 67,288

(1) includes revenues from bulk power sales to Cleveland Electric of $127,691,000,5111,761,000 and $114,123,000
in 1991,1990 and 1989, respectively.

.

Retained Earnings
. .

For the years ended December 31,
1991 1990 1989

Onousands of dellars)

' Balance at Beginning of Year. $ R2,956 s 99,965 s 89,614
'

Additions
Net income 49,613 81,424 92,678.

Deductions
Dividends declared.

Common stock (17,S31) (73,283) (63,285),

Pre.' erred stock (24,809) (25,145) (19,036)
Other. (5) (5) (6).

Net increase (Decrease) 6,96S (17.009) 10,351,

Balance at End of Year $ 89,9_24 5 82.456 $ 99 96)

The accompanying notcs and summary of sigmficant accounting policies are an integral part of these statements.
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Management's Financial Analusis

CAPITAL RESOURCES AND I.lQUIDITY
are expected to be fmanced externally. If et onomical,in addition to our aced far cash for normal corpor aahtmnal securitws

opewtions. we continue to need cash for an ongoing
phonal redemption provisions. See Notes 10(t) and

may be redeemed under
program of constructing new facilities and modifvine,

(d) for information concermng hmitations on theexisting facilities to meet anticipated demand for '

imance of pref
electric service, comply with governmental ed and preference stock and debt.
regulations and protect the eneironment, Cash is also Ou, capital nxtunements af ter 1994 will depend on
needed for the mandatory retirement of securitie, the implementation strategy we choose to achieve

mrnphance with the Clean Air Act. bpenditures forOver the three-year pc'riod of 1989-1991, the .e our plan are estimated to be
construction and mandatory retirement needs totaled

$35bJ0.000 c6 er the 1992-2:'01
appioximately

approximately $450,000,000. In addition, we penol See Note 3(b)
he npect to be able to raise cash as needed. Theexercised various options to redeem and purchase availabihty and cost of ca

approximately $165,000,000 of our securities (mancmq needs, however,pital to meet our external
depends upon such factorsAs a result of the January 1989 PUCO rate order,

as hnancial market conditions and our credit ratmgs.intemally generated cash increased in 1989,1990 and
Current securities ratings ',or the Company are as1991 from the 1988 level. In addition, we raised I"UO"5

$3SLOOO,000 through secuoty issues and term bank
loans during the 1989-1991 period as shown in the 5'andard MooJ C,
Cash Flows statement. During the three-year period. &rwn3 pm
the Company also utilimd its short-temi borrowing D '"" *""

h.na inonw luna
arram ements (explained in Note 11) to help meet m- ba)**"d""
s cas' h needs. Pmeceds from these fmancings w ere *

P"*"d "" ' Bd1

sed to help pay for our consituction program, to * t'

.epay portions of short term debt incurred to fmance
the construction program, to retire, redeem and A write oft of the Comt any's investment in Perry
purchase outstanding sec,mties, and for general Unit "'. as discussed in Note 3(c), dependmg upon

the magm:ude and timing of such a write-otf, couldcorporate purposes.

Estimated cash requirements for 1992-1994 for the reduce retained earnings suf6ciently to impair its
Company are 5248,000,000 for its construction abihty to declare dividends, but would not affect cashflow
program and $241,000,000 for the mandatory
redemption of debt and preiened stock. We expect to The Tax Reforn Act of 1986 (1986 Tax Act)finance extemally about 50% of our total 1992 provided for a 34% income tax rite in 198S and
construction and mandatory redemption thereaf ter, a new ahernative mimmum tax ( AMT) and
requirements of approximately $180.000,000. About other changes that resulted in increased tax payments
10M% of the Company's 1993 and 1994 requirements and a reduction in cash flow during 1989,1990 and

1991 because we were subject to the AMT.

' i dison)
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i Cash FlowsJ rut rouoo toison comm
.m. ,. ... ....... 4 .... ., ..., . 4 4.. ... ............ .. ..,.... .. .... . ... ,. ..... .. .

p3

For the years ended December 31.
P 1991 1990 - 1989'

{ Cash Flows from Operating Activities (1)
'

$ 49,613 $ 81.424 $ 92,678Net income . . . . . . . . . . . .. . . . .. .. , .... .. .

g Adjustments to Reconcile Net income io Cash from Operating
. Activities: ''

'

Depreciation and amortization ... 72,137 72,627 85,057.. . ..m, ... . . . ,

- Deferred federal income _ taxes . . . . . . . . 31,522 30,642 79,199. .. . . , ...

investment tax credits, net 4. . . 30,206 (17,063) 1,237. . .. . .. ..... .

Deferred and unbilled revenues (25,566) (22,658) (42,624)
'

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

Deferred fuel . . . . . . . . . 4,198 (433) 16,259. . .... . . . .. .. . .

Carrying charges capitalized (21,986) (43,4S7) (82,308).. . ... . ., .. .. .. . .

l eased nuclear fuel amortization . . . . . . . . . . . . . . . . . . . . . . 53,904 37,122 46,408
Deferred operating expenses, net 1,147 (9,784) (15.753) '...., ..... ......... .

Allowance for equity funds used during construction . . . . (1,499) (3,352) (8,568)
Amortization of reserve for Davis.Besse refund obligationn

.

- to customers . . . . . . . 4 . . .
- -. (12,655).. . .. .. ... .. .. ..

Pension settlement gain . , . . . (6,449) -
'

-. ........ ... .. . .

Changes in amounts due from customers and others, net 2,780 (9,433) (4,406).

Changes in inventories . . . . . . . . . .. (7,135) (6,521) 1,890
Changes in accounts payable. . (12,685) 6,658 (2,048) -.. . . .. . ...

. Changes in _ working capital affecting verations. . . (25,975) 1,528 (30,713).... .

' Other noncash items '. . . . . 14,730 16,309 16,840. . . , .. ... .....

Total Adjustments . . . 115,778 45.706 47.815. . . ..,.. .. .. . .. .

Net Cash from Operating Activities. . 165,391 127,130 140.493. ..

Cesh Flows from Financing Activities (2)
: Bank loans, commercial paper and other short-term debt. (23,200) 23,200 -

Notes payable to affiliates . - 14,200 16,000 -

Debt issues:. _ __ ..
<

- First mortgage bonds . . . . . . . . . , . . . .. . 67,300 56,100-.. .. . . .

Secured medrum-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 fuellease and trust obligations (51,728) (42,947) (39,015). .. .. .

: Dividends paid , . (42,639)- -(98.427) (88,743). .. . .. . . . . .. . . . .. ,

. Premiums, discounts and expenses (1,001) (1,845) (925). . . ... .. ,.. . .

Net Cash from Financing-Activities . (40,496) (205.196) s137,589)... . . . .

Cash Flows from Investing Activities (2)
_ 51,393) (80,667)- -(61,360)Cash applied to construction . . ., _ .... . . . . _ . ... (

| Interest capitalized as allowance for borrowed funds used
(946) - - (2,674 ) (5,479)during construction , . . . . ..... .. .. .

(12,000) 114,000 '(114,000)Loans to affiliates . . . . . . . . .

Other cash applied. (3,-374) (4.178) (3,261). . . . . . .. ..

Net Cash from investing Activities (67,713) 26,481 (184,100). ... . ..

Net Change in Cash and Temporary Cash investments. 57,182 (51,585) (181,196).

Cash aitd Temporary Cash investments at Beginning of Year . . 22.107 73,692 ~ 254,888

. Cash and Temporary Cash Investments at End of Year.. , $ 79,289 $ 22,107 5 73,692..

. (1) . Interest paid (net of amounts capitanzed) was $120,000,000,5114,000,000 and $104,000,000 in 1991,1990 and
1989. respectively. Income taxes paid were 59,465,000 and 52,272,000 in 1991 and 1990, respectively No
income taxes were paid in 1989.

(2)-Increases in nuclear fuel and nuclear fuellease and trust obligations in the Balance Sheet resulting from the
noncash capitalizations under nuclear fue! agreements are excluded from this staternent.

; The accompanying notes and summary of significant accounting policies are an integral part of this statement.
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Balance Sheet
. ...... .... ... . . .. . .....m.. .... . .. .... . ..... .. . . .. . ...... . . .

December 31.
1991 1990-

(thousands of dollars)
: ASSETS-

PROPERTY, PLANT AND EQUIPMENT
Utility plant in service. . . . . . $2,692,274 52,603,883........ .. ... ... . ..

Less: accumulated depreciation and amortization . 709,505 _ 640,252.

1,982,769 1,963,631

Construction work in progress . . . . 53,965 93,154.. .. , . ..

Perry Unit 2. . 342,76] 343,685.. .. . .. . . ., .

2,379,501 2,400,470
Nuclear fuel, net of amortization 195,285 221,848. .

Other property, less accumulated depreciation 2,6''9 2.024. .. ...

_2,577,465 2.624,342

CURRENT ASSETS
Cash and temporaiy cash investments 79,289 22,107. . .. . , .

Amounts due from customers and others, net . 60,453 63,233. ... ,. .

Accounts receivable from affiliates . . 21,917 29,999. ...

12,000 -
-Notes reedvable from affiliates . . . . .. . . .. .. ..

Unbilled revenues . . . . . 21,844 20,166... , , , ,

Materials and supplies, at average cost . 36,575 32,666. .

Fossil fuel inventory, at average cost . 18,804 15,578. . . .

Taxes applicable to succeeding years. 66,343 63,375. . . .. .

. Oth er . . . . . . . . . . . . . 2,760 2.473.. .. .. . . .. .. .

319,985 249.597

. DEFERRED CliARGES
Amounts due from customers for future federal income taxes. , #72,199 494,454

Unamortized loss from Beaver Valley Unit 2 sale . . . . . . . . . . . 114.174 119,623

Unamortized loss on reacquired debt 25,672 27,404. . . . ..

Carrying charges and operating expenses, pre-phase-in . . 244,404 252.206..

Carrying charges and operating expenses, phase-in . . . . . 193,099 165,310, ..

Other. . 67,514 68.582. ........ .. . .. . . . . . . .

1,117,062 1,127,579

- Total Assets . . . . $4,014,512 54,001,518. . . . .. ,

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

|
|

|

!
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'

THL TOLEDO CDISON COMPANY
.........,. .. ... ..... . .... ..... . .., . .. . . . .. . . . .. ... ......... ......

December 31,

1991 1940
'

(thouunds of dollars)
CAPITALIZATION AND LIABILITIES

CAPITAll2ATION
Common shares, $5 par value: 60,000,000 authorized;

39,134 000 outstanding in 1991 and 1990. . $ -195,687 5 195,687. .. . ..

Premium on capital stock . . . 481,082 481.082.. . . ... . . . . .....

Other paid.in capital . 121,059 121,059. . , . . .

Retained earnings. , 89,924 82.956.. ... .... ... . . . ..

Commc,n s:ock equity . . . 887,752 880,784... .. ... . .. . . .

Preferred stock
With mandatory redemption provisions . , 63,663 66.328..,.. . ,, ..

Without mandatory redemption provisions 210,000 210,000
Long-term debt . . . . . . 1,158,550 1,097,326... . . . ..... . .

2.319,965 2,254.438

OTHER NONCURRENT LIABl!.lTIES
Nuclear fuel lease obligations . 143,145 180,835. . .

Other., .. . 49,756 48.005. . .... . .. .. ... . .
.

. CURRENT LIABILITIES
Current portion of long. term debt and preferred stock . 123,476 116,150.

Current portion of lease obligations . 63,692 50,389. . .. ..

Notes payable to banks and others - 23,200.. . . . . ..

Accounts payable . , . . 55,274 67,959... .. , . .. ...

Accounts and notes payable to affiliates . . . 39,538 31,626..... . .. .. .
'

Accrued taxes . . . 67,770 96,973..., . ... ... .. . .

Accrued interest . . . 31,399 31.665. ... . . . ... , ,.

Other. . 16.180 35.113... ...... ..... .. .. . . ....... .

397,329 453,075

DEFERRED CREDITS
Unamortized investment tax credits. 107,729 S3,377..

Accumulat :d deferred federal income taxes . , . . . . 577,479 571,233. .

Reserve for Perry Unit 2 allowance for funds used during
construction . . 88,295 88,295. ... . ..... . ..

Unamortized gain from Bruce Mansfield Plant sale . . . . . 227,380 236,835. ...

Accumulated deferred vents for Bruce Mansfield Plant and
Beaver Valley Unit 2. '66,888 57,843. , , .

Other. . . .. . . . .. . . 36,.546 27.578

1,104.317 1,065,161

! .. Total Capitalization and Liabilities . 54,014,512 $4.001,518..

.
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Statenient of Curnulative Pref. erred Stock rue rouvo rmsav cown:r
... . . . .. ..... . .... . .. ....., . .. .. . ... .. .. ...... , ... . . . ...

1991 Sikres Current December 31,

Outstan.fing Call T' rice 1991 1WO
'

. .

= (thousands of doHan)
5100 parxalue,3,000,000 preferred shares authorized and $25 par value,

12,000.000 preferred shares authorized
. Subject to mandatory redemption:

$100 par $11.00 24,825 $101.00 $ 2,483 5 3,483.. .. ........

9.375 . . . 133,450 103.46 13,345 15,010... . . ....

25 par 2.81 2,000,000 26.56 50,000 50,000. . . . . . . . . . . . . . . .

65,829 - 68,493

Less: Current maturities 2,165 2,165

.

Total Preferred Stock, with Mandatory Redemption Provisions S 63,663 s 66,328
y

Not subject to mandatory odemption:
5100 par $ -4.25 160,000 104.625 $ 16,000 5 16,000

. .. . . .. ..

4.56 50,000 101.00 5,000 5,000... . , ..

4.25 . . 100,(100 102.00 10,000 10,000.

8.32 . . 100.000 102.46 10,000 10,000. .. .....

7.76 150,000 102.437 15,000 15,000
. . .. .

7.80 150,000 101.65 15,000 15,000, . ..., .. ..

.10.00 . . . . . . . , . . 190,000 101.00 19,000 19,000..

25 par -- 2.21 . 1,000,000 25.25 25,000 25,000
,

. .. .. .

2.365 . . . . . 1,400,000 28.45 35,000 35,000.. .. .

Series A Adjustable . 1,200,000 25.75 30,000 30,000
Series B Adjustable 1,200,000 '15.75 30,000 30.000 -. ..

Total Preferred Stock, without Mandatory Redemption Provisions S 210,000 5210.000

~

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

2:-
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c Notes to the Financial Statements
4, ... ....... ,, . . . . . . . . . . ... . .... . . .. .

(1) PROPERTY OWNED WITil OTilER UTILITIES AND INVESTORS
Ohe Con.pany owns, as a ttnant in common with other utilities and those investors who are owner participants in
various sale and leaseback transact ons (Lessors), certain generatint; units as listed below. Each owner owns ani

undivided share in the entire unit, Each owner has the right to a percentage of the e,enerating capabihty of each
unit equal to its ownership share. Each eility 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 obligated to pay for
such Lessor's share of the construction and operating costs. "lhe Company's share of the operating costs of these
pnerating 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:

Owner- Construcuen
in. Ownere ship Plant Work in

Service - ship Mep- Power in Progress and Accumulated
Generatmg Unit Date Share watts Source Service Suspended Depreciation

in Service: (thousands of dollars)
DavieBesse ; ,. , 1977 48 62% 429 Nuclear 5 661.573 $ 13 436 $138.$N
Perry Unit 1 and Common Facilines . . 1987 19.91 238 Nuclear 923.503 1As6 119.374
Beaver Valley Unit 2 and Common

Facilities (Nec 2) . 1987 1 65 13 Nuclear 1 n560 1.698 23.333
Construct on Suspended:

Perry Unit 2 (Note 3(c)) . Uncertam - 19 91 240 Nuclear - 34 2.7t>7 -

$12I3336 5359 387 5281311

(2) UT18 " PLANT SALE AND LEASEBACK TRANSACTIONS
As a result of sale and leaseback transactions Valley Unit 2 lease were $44.556,000 and
completed in-1987, the Company and Cleveland $72,276,000, respectively. Amounts charged to
Electric are co-lessees of 18.26% (150 megawatts) of expense in excess of the lease payments are now -
Beaver Valley Unit 2 and 6.5% (51 megawatts),45.9% - classif ed as accumulated deferred rents on the
(358 megawatts) and 44.3S% (355 megawatts) of Balance Sheet. Previously, the excess was included in
Units 1,2 and 3 of the Mansfield Plant, respectively, accounts payable.

. all for terms of about 292/2 years.
. The Company and Cleveland Electric are

As co-lessee with Cleveland Electric, the Company responsible under these leases for paying all taxes,
is aiso obligated for Cleveland- Electric's lease insurance premiums, operation and maintenance costs
payments. If Cleveland Flectric is unable to make its and all other similar costs for their interests in the
paymer.ts under the Mansfield Plant leases, the units sold and leased back. The Company and
Company would be obligated to make such paymerts. Cleveland Electric may incur additional costs in
No payments have been made on behalf of connection with capital improvements to the units.
Cleveland Electric to da'c. The Company and Cleveland Electric have options to

Future minimum lease i ayments under these buy the interesis back at the end of the leases for the
1 operating leases at December 31,1991 art summarized tuir market value at that time or to renew the leases.
as follows: Additional lease provisions provide other purchase

For options along with conditions for mandatory.

For the Cleveland termination of the leases (and possible repurchase ofYen Company Electric the laasehold interests) for events of default.These
muuna of donm) events of default include noncompliance with several

: 1992 s noooo 5 63.000 financial covenants affecting the Company,
-Q ] Q Cleveland Electric and Centerior Energy contained in

*<

,

irns. ninu 63mo an agreement relatmg to a letter of credit issued m.

1996~ utmo 63mo connection with the sale and leaseback of Beaver
tater Years - 2 4SoRO _ l.516m0 Valley Unit 2, as amended in 1989, See Note 10(d).

| Total Future Minimum The Company is selling 150 megawatts of its
- ;1.eaw Paymenu . 53.034mo sualmo ficaver Valley Unit 2 leased capacity entitlement to

Cleveland Electric. This sale commenced in 1988 and
- Semiannual lease payments conform with the we anticipate that it will continue at least until 1998.

-

; payment schedule for each lease. . Revenues recorJed for this transaction were
L Rental expense is accrued on a straight line basis $106,589,000, SiO2,773,0N and $104.127,000 in 1991,
| over the terms of the leases. The amounts recorded by 1990 and 198% respectively. The future minimum
L the Company in 1991,1990 and 1989 as annual rental lease Payments associated with Beaver Valley Unit 2

expense for the Mansheld P: ant leases and the Beaver aggregate $1,869.000,000.

|
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-(1) CONSTRUCTION AND CONTINGENCIES for $3,324,000. The purchase does not signal any plans
to resume construction of Perry Unit 2, but rather an'

' (a) . CONSTRUCTION PROGRAM intent to keep the various options open Duquesne-
The estimated cost of the Company's construction had stated that it would not agree to resumption of
program for the 1992 1994 period is $260.000.000, constructica of the unit.

' including, AFUDC Lof -$12,000,000 and excluding If Perry Unit 2 were to be canceled, then the
nuclear feel, Company's net investment in the unit (less any tax

in an apeement approved by the PUCO, the saving) would have to be written off. We estimate
Company and Cleveland Electric have agreed to limi* that such a write-off, based on our investment in this
their combined 1992 other operation and unit as of December 31,1991, would have been about
maintenance expenses and capital expendituma to 5171,000,000, after taxes. See Notes 10(b) and (d)
51.050,000400, exclasive of compliance costs related for a discussion of potential consequences of such a
to the Clean Air Act. Wi:hin this limitation, capital write-offf

' expenditures are budgeted at $59,000,000 for the if a decision is made to convert Perry Unit 2 to a
Company, exclusive of the Clean Air Act compliance nonnuclear design in the future, we would expect to
costs. - w-ite-off at that time a portion of our investment for

nuclear plant construction costs not trar: uble to the
(b) CAN All: LEGISL4T10N' neanuclear construction project.
The Clean Nt Act will require, araong other things, Deginning in July 19F?, Perry Unit 2 AFUDC was
significant re ;uctions in the emission _of sulfur dioxide credited to a deferred income account until January 1,
and nitrogea oxides by fossil-fueled electric 1988, wher, the accrual of AFUDC was discontinued.

generating units. The Clean Air Act yvill require that
sulfur dioude emissions be reduced m two phases (d) SUPERIUND SITES

over a ten year period.-
. _

The Comprehensive Environmental Response,
Centerior Energy has developed a compliance - Compensation and Liability Act of 1980 as amended

strategy (cu the Company and Cleveland Electric (Superfund) established programs addressing the
which will be submitted to the PUCO for rcview in cleanup of hazardous waste disposal sites, emergency
April 1992. Centerior Energy will also seek United preparedness and other issues. The Company is
States Environmental Protection Agency approval of aware of its potentia! involvement in the cleanup of
Phase ! plans in 1993. Our compliance plan would two hazardous. waste sites. The Company has -
require capital expenditures for the Company over the recorded reserves based on estimates of its-

'1992-2001 period of approximately 5'35,000,000 for proportionate responsibility for these sites. We believe
nitrogen oxide control equipmenti embsion that the ultimate outcome of these matters will not

. monitoring equipment and plant modifications. In havs a material adverse effect on our financial
addition, higher fuel and other operation and condition or results cf operations.

-maintenance expenses would be incurred. The rate
increase associated with the Company's capital -H) NUCLEAR OPERATIONS AND
expenditures and higher expenses would be less than CONTINGENCIES

: 2% over the ten-year period. 1
'

Our final compliance plan will depend upon future -(n) OPERATING NPCLEAR UNITS
= environmental regulations and input from the PUCO, The Company's interests in nuclear units may be
..other regulatory bodies and other concemed entities. imprted by activities or events beyor.d its control.

We believe that Ohio law permits the recovery of Operating nuclear generating units have experienced
compliance costs from customers in rates, unplanned outages or extensions of scheduled

*"'#E' '"''*'9" '"' P'* " * * ' " "
-(c) PERRY UNIT 2 - regulatory requirements. A major accident at a nuclear-

Perry Unit 2, including its share of the common facility anywhere in the world could cause the NRC
- facilities,is approximately 50% complete Construction to lim'it or prohibit the operation, construction or

~

of Perry Unit 2 was suspended in 1985 pending future licensing of any nudear unit. If one of our nuclear
-consideration - of- various options, includinn units is taken out of service for an extended period of
. resumption - of = full construction with a revised time for any reason, mcluding an accident a, such
estimated cost, conversion to a nonnuclear design, unit or any other nuclear facility, the Company
sale of all or part of our ownership share, or cannot prodiet whether regulatory authorities would
cancellation. No option may be implemented @hout impose unfavorable rate treatment such as taking our
the unanimous approval of the owners. In October affected unit out of rate base or disallowing certain
1991, Cleveland Electric, the company respon.ible for construction or maintenance costs. An extended
the construction of Perry Unit 2, applied for a ten- outage of one of our nuclear units coupled with

-year extension of the construction permit which was unfavorable rate treatment could have a material -,

to expire in November 1991, Under NRC regulations, adverse effect on our financial position and results of
the construction permit will remain in effect while operations.''

the application is pending We expect the NRC to'-

grant the extension. (b) NUCLU R ! URANCE
- In February 1992| Cleveland Electric purchased The Priceanderson Act limits the liability of the

Duquesne's 1334% ownership share of Perry Unit 2 owners of a nuclear power plant to the mount

i (Toledo Edison) - F-60 (Toledo Edisan)
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;provided by private insurance and an industry . $71,000,000,533,000,000 and $15,000,000, respectively,
assesstnent plancin the event of a nuclear incident at as of December 31,1991, The nuclear fuel amounts
any unit in the United States resuhing in losses in . ht.anced and capitalized also included interest
excess of the level of private insurance (currently charges incurred by ' the lessors amounting to
$200 000,000), the Company |s masimum potential; $9,000,000 in 1991, il4,000,000 in 1990 and 519,000,000
assessment under that plan (assumir*g the other in 1989. The estimated future lease amortization

LCAPCO companies were to contribute their payments based on projected consumption arc :
;

; proportionate share of any assessment) would be -- $45,000,000 in 1942,545,000,000 in 1993, 540,000,000 in
: $5S,503,000 (plus any inflation adjustment) per

.
1994, $34,000,000 in 1995 and $35,000,000 in 1996, '

incident, but isLlimited to $8,S44,000 per year for each
nuclear incident. (6 REGULATORY M ATTERS

. The CAPCO companies have insurance coverage
r a3 *iary 31,1989, the PUCO issued a rate orderfor damage to property at the Davis.Besse, Perry and

Beaver Valley sites (including leased fuel and clean, which provided for three annual rate increases for the
up costs). Coverage amounted to $2,515,000,000 for Company of approximately 9%,7% and 6% effective

- each site as of January 1,1992. Damage to property with bills rendered on and after February 1,1989,
could exceed the insurance coverage by a substant'ial 1990 and 1991, respectively, As discussed below, the
amount. If it does, the Company's share of such 6% increase effective february 1,1991 was reduced to

,

excess amount could have a material adverse effect 2.74% for the Company, which later waived its 2.74%
.on its nnancial condition and results of operations. increase and reduced its rates on two occasions in

The Company also has extra expense insurance 1991 for certain customers. The resulting annualized
coverage which includes the incremental cost of any revenue increases in 1989,1990 and 1991 associated j
replacement power purchastd (over the costs which with the rate order were 550,700,000,544,300,000 and
would have been incurred tad the units been $1,@,000, respectively. The $1,600,000 increase in
operating) and other incidental xpenses after the 1991 reflects the net of $18,600,000 of annualized-
occurrence of certain types of acc ients at our nuclear revenues authorized for the 2.74% increase less

- units. The amounts of the coverate are 100% of the $17,M,M f r the waiver and rate reductions.
estimated extra expense per week during the 52-week Under the January 1989 rate order, a phase-in plan

- period starting 21 weeks after an accident,67% of was designed so that the three rate increases, coupled -
~,

such estimate per week for the next 52 weeks and 33% with then-projected sales growth, would provide .

~ f such estimate per week for the next 52 weeks. The revenues sufncient to recover all operating expenseso

amount and: duration of extra c.We could and provide a fair rate of return on the Company's
substantially exceed the insurance coverage. allowed investment in Perry Unit 1 and Beaver Valley

Unit 2 for ten years beginning January 1,1989. In the
(5) NUCLEAR FUEL first hve years of the plan, the revenues were

;The Company has inventories for nuclear fuel which expected to be less than that required to recover
should provide an adequate supply into the mid- perating expenses and provide a fair return on
1990s. Substantial additional nucle'ar fuel must be investment. Therefore, the amounts of operating
obtained to supply fuel for the remaining useful lives expenses and return on investment not currently 1
of Davis-Besse, Perry Unit I and Beaver Valley Unit rec vered are deferred and capitalized as deferred
2. More nuclear fuel'would be required if Perry Unit charges. Since the unrecovered mvestment will
2 were completed as a nuclear generating unit; decline over the period of the phase in plan because

in 1989, existing- nuclear fuel nnancing f depreciation and deferred federal income taxes
arrangements for the Company and Cleveland Electric that result trom the use of accelerated tax
were refinanced through leases from a special- depreciation, the amount of revenues required to
purpose corporation. The total amount of fmancing provide a fair return also dechnes. Pursuant to such
currently available under these lease arrangements is phase-m plan, the Company deferred the following:

| $509,000,000 ($309,000,000 from intermediate-term M3 " *
notes and - $200,000,000 from bank credit (thouwnd* of adan)
arrangements), although fmancing in an amount up Deferred Deerating Evensen 5 5J96 516380 5:2335

- to 5900,000,000 is permi'ted. The intermediate-term carrying charget
~

notes mature in the period 1993-1997. The bank credit Detn . 5 osso 521361 Sw.617
arrangements are cancelable on two years notice by Equity - 15.f00 22 126 - 51191
the lenders. As of December 31,1991, $209,000,000 of s:1986 sn4s7 58230s
nuclear fuel was financed for the Company. The -

: Company and Cleveland Electric severally lease their The amount of deferred operat% mpenses and
1 respective portions _ of-the -nuclear fuel and are carrying charges scheduled to be recorded in 1992 and
obligated to pc:y for the fuel as it is consumed in a 1993 total 533,000,000 and $15.000.000, respectively.
reactor. The lease rates are based on' various Beginning in the sixth year (1994) and continuing
intermediate-term note rates, bank rates and through the tenth year, the revenue levels authorized
commercial paper rates. pursuant to the phase-in plan were designed to be

The amounts financed include nuclear fuel in the sufncient to recover that period's operatmg expenses.
Davis-Besse. Perry Unit 1 and Beaver Valley Unit 2 a fair return on the unrecovered i sestment, and the
reactors with remaining lease payments of _ amordzation of the deferred operating expenses and

i
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carrying charges recorded during the earlier years of . climination of the 254% rate increase effective
the plan. All phase in deferrals relating to these two February 1,1991 for all residential and small
units will be amortired and recovered by December - - commercial customers, a reduction m residential rates

131f199Sc of 3% on March 1,1991 and a further residential rate

.The phase in plan was also designed so that reduction of 1% on September 1,1971. Communities
ductuations in sales should not affect the level of accepting the packag'e agreed to keep the Company as -

. earnings. The phase-in plan permits the Company to their sole supplier of electricity for a period of hve
request PUCO approval of increases or decreases in . years. The package also permits the Company to
the phase-in plan deferrals to compensate for the adjust rates in those communities on February 1,1994
effects of Doctuations in sales levels, as compared to and February 1,1995 if inflation exceeds specihed
the levels projected in the rate order, and for 50% of levels or under emergency conditions. All eligible
the net after-tax savings in 1989 and 1990 identihed by communities in the Company's service area, escept

.. the management audit as discussed below. Pursuant the City of Toledo, accepted the rate reduction

. to these provisions of the order, the Company package. In March-1991, the Company obtained
recorded no adjustment to the cost deferrals in 1989. PUCO approval to reduce rates to the same levels for
and recorded adjustments to reduce its cost deferrals the same customer categories in the City of Toledo.
by approximately $14,000,000 in 1990 and to increase and the rest of its service area. Annualized revenues
its cost deferrals by approximately $3,200,000 net in were reduced by about 517,000,000 as a result of
1991. The 53,200,000 net increase in 1991 included a these rate reduction packages. The revenue reductions
$4,000,000 increase for an adjustment of 1990 cost do not adversely affect the phase in plan as the
deferrals and an $800,000 reduction for the decrease in revenues is mitigated by the cost
adjustment of the 1991 cost deferrals. reductions resulting frora the management audit,

in connection with the 1989 order and a similar The 1989 order also set nuclear performance
order for Cleveland Electric, the Company, Cleveland standards through 1998. We could be required to
Electric and the Service Company have undergone a refund incremental replacement power costs if the
management audit, which was completed in April standards are not met. No refund was require / in 1991

L

|
1990. The. audit identined potential annual savings in nor is one expected for 1992. The Company banked
operating expenses in the amount of $98.160,000 $1,300,000 in benehts in 1991 for above average
from Centerior Energy's 1989 budget level, 45% nuclear performance based on industry standards for
(544,172,000) for the Company. The Company operating availability established in the 1989 order.
realized a large part of the savings in 1991. These banked benehts are not recorded in the

Fifty percent of the savings identified by the hnancial statements as they can only be used in future
management audit were used to reduce the 6% rate years, if necessary, to offset disallowances of
increase scheduled to be effective on February 1,1991 incremental replacement power costs.
for the Company. As discussed previously, our rates Under the 1989 order, fossil fueled power plant
increased 2.74% under this provision with the performance may no+ be raised as an issue in any rate
PUCO's approval. . proceeding before February 1994 as long as the

In late 1990 in a move to become more competitive Company and Cleveland Electric achieve a,

in Northwest Ohio, the Company proposed a rate systemwide availability factor of at least 64.9%
reduction package to allincorporated communities in annually. This standard was exceeded in 1989,1990
its service area which are served exclusively by the and 1991, with availability at approximately 80% for
Company on a retail basis. The package called for the each year.

.
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(7) FEDERAL INCOME TAX
Federal income tax, computed by' multiplying income before tases by the statutory rates, is reconciled to tne
amount of federal income tax recorded on the books as follows:

i

for tha vears ended December 31. ,

_ l,991_ , 1WD 1989
'

-(thousands of dollars)
Book income Before lederal income Tas . 5 87.606 5 93 801 - $151,526.

Tas on Ikek income at statutory Rate . 5 29.787 5 31392 5 51.519. .

inctnse (Decrease) In Tat
Accelerated depreciation. . . , .. . ... ., 2,857 (653) 5,N

' Investment tas cred"s on disallowed nuclear plant , - '18.810) -
,,

Tases, other than isJeral income taxes . (692) (2.647) (107)
. ,,

Other items , 6A3 2.793 1.44_3
, . . ., ,

,

Total Federal Income Tax Expense. 5 37 995 5 12377 i 58.848. . , ...

:.=c.==

Federal income tax expense is recorded in the income Statement as follows:

For theyears ended December 31,
, !*M low 19N9

(thousands of dollars)Operating Espenses:
Current Tax Provision . . . . . . - .. ....... .... 5 13.94: 5 ILo45 5(11 458). Changes in Accumulated Deferred Federal income Tax;

Accelerated depreciation and amortization P.515 1.540 8.764Allematne minimum tax credit . . . . . - (4M33) (5,480) 21,291
Sale and leaseback transactions and amortization , 12.682 5,121 455,

Property tas espense, - (4.011) -
. ,

, 4 .

Reacquired det t costs . . . . . 6.674 (532) (378)
. . ,

Deferred construction work in progress revenues. EA80 9393 11,726Deferred fuel costs ,
(3.689) (4.021) (1.229)

,

Davis-Besse replacement power . - - 3.055.

Other items . . . . . . . 1,338 764 1,337. ,

investment Tax Credits 2?.454 1.162 1,722o .

Total Charged to Operating Expenses. 31.767 71.041 37.285. . 4

Nonoperaung Income;
Current Tas Provision . . . . . . . . . . . . . . . . . . (37.677) (18,242) j 10,129).. .. , , .

Changes in Accumulated Deferred Federal Inconw Tar:
Wnte-off of nuclear costs . . (180) (10,157) -

. . . .

AFUDC and carrying charges . . . 9.000 16,835 32.930
,

Ne* operatmg loss carryforward ; ,, 35,014 - -
4

Other items . 71- 2,900
(1.238)

., , . .

To at Expense (Credit) to honoperating income . 6.228 ,_{8664) 21.563
Total Federal Income Tax Experso

5_ 37.995 5 12.3_77 5 58.848
_

. .

The Company joins in the fthng; of a consolidated federal mcome tax return with its affiliated companies. The
method of tax allocation reflects the benefits and burdens realized by each company's participation in the
consolidated tax return, .ipproximating 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 writvoff of nuclear plant investment, decreased the net tax provision related to nonoperating
income by $18,810.000.

The favorable rescdution of an issue concerning the appropriate year to recognize a property tax deduction
resulted in an adjustment which reduced federal income tax expense in 1990 by $3,911,000 ($2,168,000 in the
fourth quarter).

. .

For tax purposesinet operating loss (NOL) carryforwards of approximately $164,049,000 are available to -
reduce future taxable ir come and will expire in 2003 through 2005. The 34% tax effect of the NOLs generated is
$55,777,000 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
taxes.

The 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 $27,822.000 are available to offset future regular tax. The credits may
be carried forward indefinitely.

,
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(8) RETIREMENT INCOh1E PLAN AND The settlement (discount) rate assumption was

- OTH1'I. POSTRETIREh1ENT BENEFITS - 83% for both December 31,1991 and December 31,
1

'_ _ .

1990, The long term rate of annual compensation

(c) KETIREMENT INCOA1E PLAN
mcrease assumptiors was 5% for beth December 31,

.
1991 and December)l,1990. The kmpterm rate of

.The Company spor. Sors a noncontributm.g pennon return ou plan assets assumption 'vas 8% in 1991
-

plm which covers all employee gro, ps, lhe amount andSao in 1990.
of retirement benehts generally depends upon the Plan assets consist primarily of investments in
length of service. Under certain circumstances, common stock, bonds, guaranteed investment
benehts can begin as early es age 55. The plan also contracts, cash equivalent securities and real estate.
F ovides certain death, medical and disability benefits.i
The Company's funding policy is to comply with the M) OTHER POSTRETIREMENT llENEFITS

:- Emplovce Retirement Income Security Act of 1974 The Financial Accounting Standards Ikiard has issued
.

'

aidelines. new accounting standard for postretirement
in 1990, the Company offered a _ Voluntary Early benehts other than pensions. The new star.dardRetirement Oppoctunity Program (VEROP). would require the accrual of the expected cost of sua,

Operating expenses for l'990 included $7,000,000 of benehts during the employees' years of service, she
pension plan accruals to cover enhanced VEROP assumptions and calculations involved in
benehts p'us an additional $8,000,000 of pension costs dctermm,ng the accrual closely parallel pension- fcr VEROP benehts paid to retirees from corporate acc unting +cquirementofundscThe $8.000h00 is not included in the pension The Company currently provides certain
data reported below. Operating expenses for 1990 also pmtretirement health care, death and other benc6tsincluded a credit of $5,000,000 resulting from a

and expenses such costs as these benchts are paid,
settlement of pension obligations through lump sum which is consistent with cunent ratemaking practices.
payments to a substantial number of VEROP rettrees. Such costs totaled $3,700A00 in 1991, $3J00,000 in

Net pension and VEROP costs for 19S9 through 1990 and $2,200 000 in 1989, which include medical _
1991 were comprised of the following components: bene 6ts of $3,100,000 in 1991, $2,400,000 in 1990 and

,

* * * '$2,100,000 in 1989.
("* * *'d "'") The Company expects to adopt the new standard' Pension costt *

Service cost for beachts earned prospectively effective January 1,1993. We plan to
dunng the period i . . . . . . $ 5 5 5 5 4 amortire the discounted piesent value of the,

- Inte e t c on pro cted beneht accumulated postretirement beneht obbgation tog
expense over a twenty year period.The Company has

30) _2_ (17)(Acmal return on plan anets .
Net amortizat:on and deferral, 15 (15) 4 engaged actuaries who have made a preliminary

.

Net pension ents;. 1 3 j teview usmg 1990 data:13ased on this preliminary

- VEROP cost. . .
- 7 -

review, 'the accumulated postretirement benefit.

oWps u of December 31,.1991, measured in
accordance with the new standard, is estimated in the(5)Settlement sain.

--

Net cats . 5 1 $ 5 $ 1 range of $65,000,000 to $100,000,000. Had the new
standard been adopted in 1991, the preliminary study

The following table presents a reconciliation of the ' indicated that the additional postretirement beneht
cost in 1991 would have been in the range of

- funded status of the plan at De: ember 31f 1991 and $8400h00 to $14,000,000 (pretax). We beheve the
.

.1990. .

effect of actual adoption in 1993 may be similar,- December 31.
although it could be significantly different because of% mo
changes in health care costa, the assumed health care(minions of

dollars) cost trend rate, work force demographics, interest
A ria esent wdue of bene 61 rates, or plan provisions between now and 1993.

Vested benehts , S 92- $101 .The Cnmpany does not know what action the
-Nonvested benehts . 10 6 PUCO mav take with respect to these incremental

Accumulated beneht obhganon 102 107 costs. However, we believe the PUCO will either
allow a means of current recoverv of such incremental-Effect of future compematiort

.

22 costs or provide for deferral of'such costs until-, . 347 cvels ,1

Total piotected beneht obhgation . 136- 129 recovered in rates. We do not expect adoption of thi.
Plan assces at fair market value , 172 151 new standard to have a material adverse effect on
Surplus of plan awets over projected our finarcial condition or results of operations,

beneht ebhgation . 36- 22
' . Unrecogmzed ne p:n due to vanance

between assumptions and expenence . (40) -(24) (9) GUARANTEES
: Unrecogmzed pnor serv ce cost . 5 5-
Transition asset at lanuary L 1997 Under a long-term coal purchase arrangement, the

being amortized over 19 years . (la) (19) Company has guaranteed certain loan and lease,

Net accrued pension habihty obligations of a mining company. This arrangement
.

-induded in other deferred requires payments to the mining company for any
,g) - g) actual out-of-pocket idle mine expenses (as advatice$- credits on the Bahnce Sheet .

,

|
i
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: payments for coal) when the_ mines are idle for Under its articles of incorporation, the Company
-

reasons beyond the control of the mining company, _ cannot issue prefened stock unless certain camings
i At December 31, 1991, after giving effect to a ' coverage requirements are met. Based on camings
refinancing completed on January 2,1992 by the - for the 12 months ended Decemixt 51,1991, the
mining company, th? principal amount of the minhig- Company could not issue additional prefened stock.

' company's loan and lease obligations guaranteed by The issuance of additional preferred stock in the.
~-

the Company was $24,000,000. . future will depend on earnhg5 for any 12 consecutive
months of the 15 months preceding the date of

'(10) CAPITALIZATION issuance, the interest on all long-term debt
outstanding and the dividends on all prefened stock

(a) CAPITAL STOCK TRANSACTIONS _ issues outstanding.

preferred stock shares retired during the three years Preference stock authorized for the Company is

- ended December 31,1991 are listed in the follmving 5,000,000 shares with a $25 par value. No preference
shares are currently _ outstanding. There are notable.

. restrictions on the Company's ability to issue
,

. (thousanM shares) prebmce stock ,

Cumulative Preferred Stock - With respect to dividend and liquidation rights, the
. - Subtect to Mandatory Company's prefened stock is prior to its preference i

' Redemption. stock and common stock, and its preference stock is
$100 par 511,00, (10) (10) (5) prior to its common stock..

9375. (17) (17) (17).4 ,

,,

Total . . 427)- (27) (22) (d) LONG-TERAf DEST AND OTHER,

BORROWING ARRANGEMENTS ,

. (b) EQUITY DISTRIBUTION RESTRICTIONS
,

Long-term debt, ! css cunent maturities, was as
At - December 31, 1991, retamed camings were follows: '

$89,924,000. Substantially all of the retained earnings ojci",,aj necember 31,
were available for the declaration of dividends on the war of Maiurity Intereu Rate twi Iwo

y

Company's preferred and common shares. All of the ~

(thousands of doliars)- Company's common shares are held by Centerior First mortgage bonds:
Energy, A write-off of the Company's investment in 1945 m 11.25 % $ - 5 60,000.

- Perry _ Unit 2, depending upon the. magnitude and 1996. 2375 100.000 100,000. -

timing of such a )vrite-off, could reduce retained 1997 2001 7.65 66.378 66,378,

earnings sufficiently to impair the Company's ability 2002-2006 . 8 62 111,725 111 725. *

J o declare dividends. 2007-2011 . , - 9.62 51.900 51,900t

- Any financing by the Company of any of its 201L2021 . 8 00 67,300 67,300
,

.. .

nonutility affiliates requires PUCO ' authorization 2022-2023 , , e.58 _147,800 147.800

unless_ the financing is made in connection with 545,103 605,103

transactions in the ordinary course of the Company's Term bank loans due
public utilities business operations in which one [ [ 7 ,ng,,, * M N*

_ company acts on behalf of another. du 1993J2021, 9.06 134,50. -

Notes due 1993 1997 . 11.01 102,112 219,430
-(c) ' CUMULATIVE PREFERRED AND Debentures due 1997. IL25 125,000 125,000- : PREFERENCE STOCK pollution control notes

- Amounts to be paid for prefened stock which must be due 1993 2015. 11.04 136,150 - 136,600.

' - " ' ' * ~ I"' (2.307): redeemed during the next five years are 52,000,000 in '

1992 and 512,000,000 in each yeae 1993 through 1996. Total Long. Term

The annual mandatory redemption provisions are Debt . , 5_g8.550 $1.097,326, .o .

: as follows:
Long-term debt matures during the next hve years '

D'y P"|.p ,' as follows: 5121,000,000 in 1992, 547,000,000 in 1993,y
Redeemed in - Share $47,000,000 - in 1994,-- 572,000,000 in 1995 and

Preferred: 5192,000,000 in 1996.
- 5100 par $11.00, . . 5.000 1979 5100 In 1991,- the Company issued $134,500,000

9.375. , , 16.630 : 1985 100 aggregate principal amou'nt of secured medium-terr,,

25 par -- 2.81. , , , 400.03) 1993- 25 notes. The notes are secured by first mortgage bonds.
At December 31,1991, the Company has $15,500,000

The annualized cumulative p eferred dividend aggregate principal amount of secured medium-term
? requirement as of December 31,1991 is $25,000,000. notes registered with the SEC and available for

The preferred diviaend rates on the Company's issuance.
Series A and B fluctuate based on prevailing interest The Company's mortgage constitutes a direct hrst
rates and market conditions, with the dividend rates lien on. substantially all property owned and
for- these issues averaging 8E2% and 9.67%,. franchises held by the Cornpany. Excluded from the
respectively, in 1991c lien, among other things, are cash, securities.
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accounts; receivable, fuel, supplies and automotive Most borrowing arrangements under the short-
term bank lines of credit require a fee of 0.25% per Jequipment. . .

.

. year to be paid on any unused portion of the hnes of. Additional hrst mortgage bonds may be issued by'

the Company under its mortgage on the basis of credit. For those banks without fee requirements, the
bondable property additions, cash or substitution for average daily cash halance in the Company's bank
refundable first mortgage bonds The issuance of accounts satisfwd informal compensating balance
additional first mortgage bonds on the basis of an angements.

property additions is limited by two provisions of our At December 31,1991, the Company had no
mortgage. One relates to the amount of bondable commercial paper outstanding If commercial paper

property available and the other to earnings coverage were outstanding,it would be backed by at least an

of interest on the bonds. Under the more restrictive equal amount of unused bank lines of 'redit.c

of these provisions (currently, the earnings coverage
test), we would have been permitted to issue (12) CilANCES IN ACCOUNTINC FOR
approximately $1M,000.000 of bonds at an assumed NUCLEAR PLANT DEPRECIATION

.

interest rate of 11% based upon ivailable bondable*

property at December 31,1991. The Company also in June 1991, the Company changed the method used
*-

would have been permitted to issue approximately to accrue nuclear plant depreciation from the units-

$166.000,000 of bonds based upon refundable bonds at of-ptoduction method to the straight-line method
December 31,1991. If Perry Unit 2 had been canceled retroactive to January 1,1991. The good performance

. and written off as of December 31,1991, the amount of the nuclear generating units over the past several

-of bonds which could have been issued.by the years had resulted in units-of-production
Company would not have changed. depreciation expense being significantly higher than ,

Certain _ unsecured loan agreements of the the amount implicit in current electric rates. The ,

Company contain uvenants relating to capitalization straight-line method better matches revenue and

ratios, earnings coverage ratios and limitations 'on expense, tends to levelize periodic depreciation

|.
secured financing other than through hrst mortgage expense for nuclear plant and is more consistent with

|- bonds or certain other transactions. An agreement industry practice.

relating to a letter of credit issued in connection with The pUCO approved the change and authorized

the sale and. leaseback of 13eaver Valley Unit 2 (as the Company to acerue depreciation for its three

amended in 1989) contains ~ several- financial
Operating nuclear generating units at an accrual rate of

covenants affecting the Company, Cleveland Electric about 3% of plant investment based upon the units'

; and Centerior Energyc Among these are covenants forty-year operating licenses from the NRC. This

rclating to earnings coverage ratics and capitalization change in method decreased 1991 depreciation

ratios. The Company, Cleveland ~ Electric and expense $13,949,000 and increased 1991 net income'

Centerier Energy are in. compliance with these $10,995,000 (net of $2,934,000 of income taxes) from

covenant provisions. We believe these covenants can what they otherwise would have been. +

still be met in the event of a write-off of the in December 1991, the PUCO approved ap

Company's and Cleveland Electric's investments in reduction in the straight line depreciation accrual rate
from about 3% to 2.5% for each of the three operating

perry Unit 2, barring unforeseen circumstances, nuclear units retroactive to January 1,1991, The
Company believes the lower depreciation accrual rate

. (11) SilORT-TERM BORROWING - is appr priate and reduces combined annual
ARRANGEMENTS . depreciation expense to a level more closely aligned

The Company had $70A00,000 of bank lines of credit with the total amount currently being recovered in
arrangements at December 31,1991 There were no customers' rates for these units. This change in rate

borrowings under these bank credit arrangements at ' decreased 1991 depreciation expense 59A53 000 and
December 31,1991c increased 1991 net income 57A13,000 (net of

Short-term borrowing capacity authorized by tha $2,040,000 of income taxes) from what they otherwise
PUCO is $150,000 000 for the Company. The would have been.-
Company and Cleveland ' Electric have been Depreciation expense recorded in prior years was-

; - authorized by the PUCO to borrow from each other not- affected. Current electric rates were also
on a short-term basis. unaffected by the pUCO orders.

L
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T13) QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

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

Quarters Ended
March 31, June 30, Sept. 30. Dec 31,

(thousands of dollars)
1991

Operating Revenues. , $212.930 $227,576 $238,271 $208,481.. ... .... ..

Operating income. . . , 36,807 42.428 42,3G7 38,639, . ... . . .. ., ... .

- Net income . . , . . . . 12,341 14,210 14,498 8,564. .. . ... .... . . ..

Earnings Available for Common Stock . . 6,096 8,009 8,318 2,398.. .

1990 ~i
Operating Revenues. . $210,622 $210,412 $237,872 $204.267.. . .. ., . ...

Operating incorne ' . 38,732 28.259 39,433 45,862. . . . ..... ... ..

Net Income 21,604 26.971 19,420 13,429. ... ..... . . . . . . ... .

- Earnings Available for Common Stock ... 15,357 20,660 13,109 7,139. .

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 discussei in the Summary of Signihcant 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 line mathod (at about a 3% accrust rate) as discussed in Note 12.

Eamings for the quarter ended De ember 31,1991 were increased as a result of year-end adjustments. A
$9,453,000 rijustment to reduce depreciation expense for the year for the change in the nuclear plant tiraight-line i
depreciation rate to 2.5% (see Summary of Significant Accounting Policies and Note 12) was partially offset by an
$804,000 reduction in phase-in carrying charges for the adjustment to 1991 cost deferr.*ls (see Note 6). The total
of these adjustments increasec' quarterly earnings by $6,882,000.

Earnings for the quarter ended June 30,1990 were increased as a result of federal income tax expense
adjustments associated with deferred investment tax credas relating to the 1988 write-off of nuclear plant

- investment. See Note 7. The adjustments increased quarterly camings by $17,907,000.

Earning; 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 adjustments of $7,760,000 to reduce depreciation expense for the year for the change in
deprecistion 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 adjustments decreased quarterly

.

= earnings by $1,000,003.

; ..

|-

.

|

|

|
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| Financial and Statistical Review

. .. ,. . .. .. .. ......... . .. .. . , . . . . . .. .. . .

Operating Revenues (thousands of dollars)
,

- Steam Total
- Total Total ' ticatmg Operatmg

gear bsuential - Commernal ' Industnal Other Retail Who;naie(s) ficctnc & Gas he cnun

-3991. , $229 S40' ^ 163 S23 236 049 90 919 740 331 146 927 ES7 258 - $887158~

,

. _

863 173
1940'.1 223 920 174 540 ~ 235 578 79 535 713 573 149 600 863 173 -

(1939;. 215 932 '163 991 226 680 99 451' 700 054 ' 159 569 865 623 - 665 623. . .

11988.. 200 916 142 696 ; 199 521 34 461 576 044 71 863 649 957 - 649 957..,(

4 ;1987, .. 200 677 142 385 2190% 27t46 590 006 42 476 632 482 - 632 482..

19614,, 138 781 ~ 90 863 - 151 539 32 253 413 436 47 427 460 863 7 43! 468 294
. . . ,

, . ,

., . .. ..... .. ... .. .. . . . . . . .... ,

Operating Expenses (thousands of dollars)
Omer

fuel & Operation Dertenates Taict Phase m & tederal 'lotal

Purshased - & & Oihn Than Pre-phase-m income Op uimg

. Year Power (s) - Maintenance- Amortuaimn HT Determt. Net lames Emperan

$177 642 . 355 728 72137(b) SS 656 1 147 '31 767 $727 0771991 ; - .

1990. - 174 309 37 174 72 627 79 320 (9 784) 21 041 710 887

.1989- 172 220 372 530 85 057 72 123 (15 753) 37 285 723 462

|- 1989.. .- 138 121 358 823, 75 043 80 138 (83 813) 29 242 597 6C4
.

*

1987. . 167 621 223 307 65 503 59 e58 (39 797) 22 747 499 039

1981| 148 452 95 6S4 43 427 3e 6 9 - 40 642 365 3044
.

. . , ..

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

Incorne (Loss) (thousands of dollars)
Federa!

Other income income
Inewe & Tames- Itefore

0;*rahng AFUDC- Deductions, Carrying Credit Intemt

Year - Income Eqmry - Net Charges (Espense) Chaqen

1991. $160181 -1 499 36'8 21 956 (6 228) $181 066
.

m . 152 236 2 352 . 6 305 43 48- 8 664 214 094
1990o
1989..,. 142 161 - 8 568 20 517 82 308 (21 563) 231 991

1986 . 52 353 5 452 (246 722)(c) 129 632 86 244- 26 959
., *

198L 133 443 -122 138 (16 904)_ 14 989 42 726 2 % 392
i

., ,

1931. , 102 990 32 498 8 852 - 9 616 153 956
.

. v. , , . . . . ..... . . . . . . . ,

Income (Loss) (thousands of dollars)
Income (Loss) Cumulatwe

itefore Effect of an - Earnings

Cumutame _ Anountmg (toss)
.

Eftect of an Change or = Net Prefened AvailaNe

Debt AFUDC-~ Accounting Entraordmary income . $iock for Comnwn -

Year' Internt Debt Chance Gam (Loss) Dividends Stuck
'

49 613 24 792 $ 24 821[1991.. . $132 399 (946)' 49 613 .

,

(1990- ' 135 344 (2 674) - 51 424 - 81 424 25 159 56 265

.1999. 144 792 - -(5 479) 92 6"8 - ' 92 678 25 340 67 288 ,

'19S8. 150 523 (1833). (121 731) : 6 279(d) - - (115 452). 26 983 (142 435)

1987- . 185 493 : (54 272) 165 171 - 165 171 42 749 -122 422

'1931. .,. 80 310 - _ (15 491) - 83 137 10 607(t) 93 944- 23 547 70 402.
,

, , ... . .. . . .. . , , . . .

*

. (A), Wholesale nevenues. fuel and ' purchased power, wholesale electnc sales and purchased power arnounts are restated for lh and prior years to
reflect a change in reportng of bulk power sales transactions in accordance with FERC requirements

.{h) in 1991, a change in accounting for nudear plant depreciation was adopted, changing frorn the unin-4 production method to the straight-kne
.trathod at a 2.5% rate,

_ t'() Indudes write-off of nuclear costs in the ar.,ount of $276.955,000 in 19n
(d) In 1988, a change in the inethod of accounting for unbilled revenues was adopted.

- (Toledo Edison) F-68 (Toledo Edison)
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THE TollDO LDlSON COMI%NY -i
..w .... . .. .. .. . ...... ... .... .... .... .. .. .... ...... ......., ..... . .. ., . . ......

Electric Sales (rnillions of XWH): ' Electric Customers (year end) Residential Usage
.- Average Averag

-- Averare ' Pnce kevenue
IndoMnal LWH f er Per - Per

Year -- - Reskient.at Commercial Induurial Wholesale (s) Other Total -- Re.*nhat Commernal & Other Tntal Customer KWH 'Cu w mer

-1991; .. 2 041- .-1 6S3 3 543 2 SS7 4S2 .10 336 254 500 26 044 4 444 - 284 988 7 990 11.2H $S97.41
.

'1990,- 1 950: .1 614 3 617 2 333 4% 10 010 253 965 25 822 4 555 '284 342 '7 692 11 48 882.99
1909i- 2 017 1 622 3 740 - 3 138 495 -11 012 253 234 25 803 - -4 434 283 471 7 989 - 10.71 855.29
1988. . 2 068- -1 579 3 780 - 2 044 474' 9 945 251 590 25 526' 4 102 281 218 8 264 9.72 802.87

'

11937. 1 977 1 532 - 3 589 1 660 464 9 222 249 344 ~ 25170 4 085 278 599 7 969 10.16 609.66

-1991. 1 919 1 294 3 080 1 585- 409 8 287 241 663 23 573 3 844 269 080 7 966 7.23 - 575.95
i

.,,,,4 . , . ... , .. . . 4 . ... . .. . . . 4 . ... ... ...

= Load (MW & %) Energy (millions of KWH) Fuel
' OperaNe

Ca acitt E fficiency-
at me Peak Capacity Load Company C,cnerated Purchawd Fuel Con BTU Per

.

. Year ' of Peak Lead Margm ractor Fossil Nuclear Total Power f a ) Total Per KWH - KWH

1991 -'. . . . 1 758 '1 S10 14.1% 64.5 % 4 648 ' 6 003 10 851 95 10 946 1.44t 10 327

1990. . I 752 1516 13.5 > 63 0 5 535 4 219 ' 9 754 902 10 656 1.50 10 220
-1989. . 1894 1 526 - 19.4 65 1 5 206 5 552 10 758 7k8 11 546 1 42 10 293

*
.

198S. 1057(f) 1 614 - (52.7) 62.8 5 820 3 325 9 145 1 491 10 636 1.59 10 174.

1987. .. 1696- 1 484 - 12,6 64 9 5 916 3 218 9 134 669 9 803 1.45 10 196.

1981.. -177 1 315 25 8 65.9 5 348 2 142 7 490 1 293 8 783 1.68 10 274
*

..

. . ... . . ... . . . ... . ...... . . . ... , . . . .... . ..,

investmert (thousands of dollars)
Constructen

. Work in Total
C Utthtv . Accumulated Progress Nuclear Property. Utility

..'Plant in Derrecianon & Net & Perry fueland Nantand Plant Total
1 Dear ' Servwe - - Amortuanon Plant Unit i Otner Lqmpment Addinons Assets

1991 . . . , . $2 692 274 709 505- 1 982 769 396 732 197 964 $2 577 46S S 53 838 $4 014 512

1990c 2 603 883 640 252 ~ 1963 631 436 839 .223 872 - 2 624 342 86 693 4 001 518
1989;.. . , 2 528 355 - 5M 615 1 963 740 430 340' 237 318 2 631 39s 73 421 4 138 846'
1988. . W. , - 2 438 927 487 546 - 1 951 381 459 104 262 514- 2 672 999 132 083 4 134 672

;1937 , 2 600 511 419 149 2 181 362 374 274- 267 069 2 822 705 380 974 4 277 587..

.1981. .. 1 250 190 252 3't3 997 880 658 d41 - 21359(g) - 1 677 880 201n00 1 869 967.,

...,.., . .. ..., , ..... ... .. . .. , . . . , , ,,, .... . ....... . .

Capitalization (thousands of dollars & %)

Preferred Stock, with Preferred Stock. without
.

Mandatory Redemption Mandatory RedemPtron
: Year Comrnon Stock Equity Provtseens Provisions Long. Term Debt Total

; 1991 - $ . 887 7S2 38% 65 663 3% 210 000 9% 1 158 550 50% $2 319 965 -. .,

-1990, , . 850 784 39 - 66 328 . 3- 210 000 9 1 097 326 49 --2 254 438
- 19s9. .,. 897 793 - 38 68 990 3 210 000 9. 11972"7 50 2 374 060

1988.' . 887 442.. 36 71 155 3 210 000 9 --I 291 444 52 2 460 041
. 1987.... 1 096 737 . 39 73 340 -3 240 000 8 1 400 292 50 2 810 369

i 1981... . 550 176 35 95 500 6 150 000 10 762 584 - 49 - 1 558 260.

4... . . . . , .. . - . . .... . , ,. .. .. . , . , . . ..... . . . . .. .

-'(t) In 1981 an extraordinary gain .vas reahzed from the exchange of common stock for bondt
;(f) Capacity data reflects extended generating unit outage for renovation and improvements.

,

(
~

. g) Restated for effects of capitahzation of nuclear fuel lease and fmancing arrangements pursuant to Statement of Financial Accounnng
Standards 71;

,

!

8
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INDEX TO SCilEDULES

f_agg.

-Centerior Energy Corporation and Subsidiaries:

Schedule V- Property,-Plant and Equipment for the Years S-2
Ended December 31, 1991, 1990 and 1989

' Schedule VI- Accumulated Depreciation and Amortization of S-5
Property, Plant and Equipment for the Years
Ended December 31, 1991, 1990 and 1989

Schedule VII Guarantees of Securities of Other Issuers for S-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 S-10

December 31, 1991, 1990 and 1989
Schedule X Supplementary Income Statement Information for S-11

the Years Ended December 31, 1991, 1990 and 1989

The Cleveland Electric Illuminating-Comper,y and subsidiaries:

Schedule V- Property,-Plant and Equipment for the Years S-12
Ended December 31, 1991, 1990 and 1989

Schedule VI Accumulated Depreciation and Amortization of S-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

LSchedule'VIIIf Valuation and Qualifying Accounts for the S-19
Years Ended December-31, 1991, 1990 and 1989

-Sche'dule IX -Short-Term Borrovings for the Years Ended S-20
December 31, 1991, 1990 and 1989

Schedule X . Supplementary Income Statement Information for S-21
the Years Ended December 31,-1991, 1990 and 1989

The Toledo-Edison Ccg any:

Schedule V Property, Plant and Equipment for the Years S-22
,

.

Ended December 31, 1991, 1990 and 1989-
Schedule:VI' Accumulated Depreciation and Amortization of S-25

Property, Plant and Equipment for the Years
Ended December 31, 1991, 1990 and 1989

Schedule VII: Guarantees of' Securities of Other Issuers for S-28
.

| the Year Ended December 31, 1991
' Schedule VIII Valuation.and Qualifying Accounts for the S-29

~

Years Ended December 31, 1991, 1990 and 1989
Schedule IX Short-Term Borrowings-for the. Years Ended S-30

| December 31, 1991, 1990 and 1989
L Schedule X Supplementary Income Statement Information for S-31
L the. Years Ended December 31, 1991, 1990 and 1989
|

[ Schedules other than those listed above are omitted for the reason that they
| .are not required or are not applicable, or the required information is shown
I in the financial statements or notes thereto.
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'CENTERIOR ENERCY CORPOR4T10W AND SUBSIDIARIES

SCHEDULE V .PROPERif, PLANT AND EQUIPMENT ,

. TEAR ENDED DECEMBER 31, 1991

(Thvusands of Dollars)

Balance at Retirements Balance at
Beginning of Additions or Er.d of

Classification Period at Cost sales Other Period
.............. ............ ............ ............ .... ....... ............

Utility Plants f

Electric ~

Intangible -$22,035 $12,739 50 $0 $34,774

Productiont

~ steam 1,338,332 80,909 (5,480) 0 1,413,761
*

Nuclear- 5,123,492 (a)' 105,296 (1,395) 0 5,227,393
Hydraulic 56,354 (557) (370) 0 55.427

,

,other 14,693' 48 9 0 14,750

,

Transmission 694,181 16,667 (631) 0 '40,217

Distribution 1,199,941 37,674 (4,439) 0 1,233,176

Ceneral 187,191 18,174 (6,644) 0 198.721
............ ............ ............ ............ ............

' . Total Utility Plant -8,636,219' 270,950 (18,950) 0 8,888,219
,

Perry Unit 2 (b) 865,149 (14,576) 0 0 850.573

Construction Work in .
Progress- 268,386 (52,531) 0 0 215,855

Nuclearhuel 927,268 58,513 0 0 985,781

'Other Plant 63,524 - 1,254 (15) 0 64,763
............ ............ ............ ............ ............

Tota! Property, Plant and.
Equipment. 510,760,546. -5263,610 (518,965) 50 .511,005,191

. . . . . . . . . . . . - ............ ............ ............- 2...........

(a) Includes Jef fect of reclassifications to conform with 1991 presentation.
. b) Includes Perry Volt 2 AfUDC subsequent to July 1985. See sched.ste Vltl. -(

S-2
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CE6TER10R ENERGY CORPORAil0N AND SUBSIDI ARIES

SLEEDULE V PROPERff, PLANT AND Ecu!PMEN1 .

YEAR ENDED DECEMBER 31, 1990

(Thousands of Dollars)

Balance at tetirements Balance at
Beginning of Additions or End of

: Classification Period at cost sales Other Period
.............. ............ ............ ............ ............ ............
Jtility Pitnts

Electric

Intangible 50. 522,035 50 $0 122,035

Production:

-Steam ,1,301,892 39,495 (3,055) 0 1,338,332
Nuclear. 5,016,127 (a) .131,973 (a) (24,608) 0 5,123,492 (a)
Hydraulic 56,300 54 0 0 56,354
Other 13,995 74 9 s51) 0 14,d3

Transmission 680,080 15,028 (927) 0 694,181

Distribution. 1,143,810 62,309 (6,178) 0 1,199,941

.Ceneral 185,434 3,406 (1,649) 0 187,191
............ ............ ............ ............ . ..-.......

. Total Utitity Plant- 8,397,638 275,049 (36,468) 0 8,636,219

Perry Unit 2 (b), -869,048- (3,899) 0 0 865,149

, Construction Work in
Progress. 288,225 (19,839) 0 0 268,356

Nuclear Fuet 864,821 62,447.. 0 0 927,268

other Plant 62,449 1,136 (22) (39) 63.524
............ ............ ............ ............ ............

Total P - yrty,'Ptant and
; Equipment $10,482,181 $314,894. ($36,490) ($39) 510,760,546

338R22EE3533 WSE33atusss5 33333333333E 535333232335 3935EB3RRESS

(a) Includes ef fect of,reclaulficattons *o conform with 1991 presentation.
.(b) Includes Perry Unit 2 AFUDC subsecuent to July 1985. See Schedule Vllt.

S-3.



- CEW1ERID9 EWERQY CDRPORA11DN AND $U8tfDIARIES.

..$CNEDUlf V * PRDPERTY, PLANT AWD FDUIPMENT
.

YEAR ENDED DECEMBER 31, 1989

- (Thousands of Dollars)

Batence at
RetirementsBe2 inning of Additions Balance atCtessification or -

Period at Cost $ ales Other Period
End of

..............
............ ............Utility Plants +........... '

............ ............
Electric

Productiont

steam
$1,290,036 117,470 (15,614) $0 $1,301,892

-Nuclear-
4,833,173 195,331 (a) (12,3 77)Hydraulic

56,301~ 0 5,016,1?? (a)
Other1 (1) 0 0 56,30013,943' 53 (1) 0 13,995

Transmission
677,535 ,

_

3,559 (1,014) 0
Distributton-

680,080
1,094,766 54,b37 (5,793) 0 1,143,810

General
177,919 11,529 (4,014)

-

0
............ 185,434............

............ ............ ............
Total ' ut ility' Plant . 8,143,673 282,778 (28,813) 0 8,397,638

Perry Unit 2 (b).
866,911 2,137 0 0 B69,048-

Construction Work'in
Progress

355,821 (67,596) 0 0
-Nuclear Fuel.

288,225
|815,144 49,677 0 0

Othir Plant- B64,821
59,945 2,512

~ (30) 22 62,449'............ ............ ............ ............ ............
Total Property,' Plant and

Equipment
$10,241,494' $269,508 -($28,S43)- 522

............ $10,482,181===== ......
==. ........ ============ ============

. (c) Includes ef fect of reclassifications to conform with 1901 presentati
(b) Includes Perry Unit 2 MUDC subsequent to July 1985 L 5 on.

ee schedule vill,,

S-4
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CEW1ER10R EhERGY CORPORAil0N AND SUBSIDIARIES

$CHEDULE V1 + ACCtMJLAfE'D DEPRECIAtlON AND AMORillAfl0N OF PROPERTY, PLANT AND EQUIPMEkT

-YEAR ENDED DECEMBER 31, 1991

(thousands of Detters)

.

..

Additions Deductions
............................ ..............................

Balance at. . Charged to. Removal Cost Balance at
- Beginning of income het of Salvage End of

D$scription - .PerivJ t t s t ernent - Other Retirements Add /(Deduct) Period
............ ............ ............ ........ ... ............ .............. ...........

+

Utility Plant:

Electric'- Depreciation - $2,030,437 (a) 5248,231 53,555 (b)(c) (518,950) ($3,087) $2,260,186 <

- < Amortization 8,073 5,679 551 (c) 0 0 14,303-
.

............ ............ ............ ............ ..r. ..... ......... ..
i

'otal utility Plant 7,038,510 253,9~ (d) 4,106 (18,950) (3,087) 2,274,489

_Dther Property Depreciation 18,072 2,178 (e) 0 0 0 20,250
............ ........... ............ ............ ...... ..... ............

Total _ $2,056,582 : $256,088 54,106 (518,950) ($3,0t7) 12,294.739 t
............ ............. ............ . . . . . . . . . . . . - ............ ............

Nuclear. fuel. Amortization $404,596 $122,771 (f) 10 - $0 10 5527,367
. . . . . . . . . . . . - ........... 4 ............ ............ ............ ............

_

(a) Includes.effect of reclassifications to conform with 1991 presentation.
~

(b) Includes nuclear plant deconunissioning trust earnings charged to othe- deferred charges and depreciation
- charged to construction work in progress,

'

' (c). Transfer frora accumulated depreciation Ao accurulated amortization.

(d) Depreciation and emortization as reported in the income Statement includes approximately $11 alltion of
smortization of investment tax credits.

- (e) Nonutility plant expense charged to other income and deductions, net.
(f) Charged to fuel and purchased power expense.

..

|a

t

!.

u
|
,
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CENT (RIOR ENERGY CORPORAftok AND SUBSIDIARIES

$CHEDULE' VI . ACCUMULATED DEPRECI AllDW AND AMORT!!ATION OF PROPERTY, PLANI AND IQVIPMEW7

YEAR ENDED DECEMBER 31, 1990

(Thousands of Dottars)

Additions Deductions
............................ ..............................

Balance at Charged to Removat Cost Botence at
Beginning of incone het of Salvage End of

Dsseription Period Statement Other Retirements Add /(Deduct) Period
........... ............ ............ ............ ............ .............. ............

. Utility Plant:

-Electric . Depreciation - $1,819,850 (a) $249,331 (a) $2,685 (b) ($36,468) (55,011) $?,030,437 (a)
~

. Amortization 3,670 4,403 0 0 0 8,0 73
'

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

|
' . Total Utility Plant 1,823,520 253,784 (c) 2,685 (36,468) (5,011) 2,038,510

- Other Property - Depreciatinn -15,I32 2,957 (d) (17) 0 0 18,072
~

...c........ ............ ............ ............ ............ ............

Totet $1,833,652 $256,741 52,668 (536,468) (55,011) 52,056,582
............ ............ ............ ............ ............ ............

Nuctect f uet . Amortization $320,446 $84,150 (e) SO SO 50 5404,596
.... ....... ............ ............ ............ ............ ............

(a) Includes ef fect of reclassifications to conform with 1991 presentation.
L(b) Depreciation charged to construction work 'n progress.-
(c) Depreciation and amortization as reported in the income Statement includes approximately $12 mittion of

amortization of investment tax credits.
-(d) Nonutility plant expense charged to other income and deductions, net.
(e) Charged to fuel and pgechased power expense.

I -
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Cf WilRf DR [bERGY CORPORAllDN AND SUD$1DI ARIES

SCHEDUtt VI - ACCUMU(ATED DEPRECI AllDN AWD AMDRilZAll0N OF PRDPERTY, PL ANT AND (QOlPMENT
.Y(AR ENDED DEttMstR 31, 1989

(Thousands of Dollars)

Additions- Deduc tions
............................ ..............................

Balance et Charged to Removal Cost Salance at
Beginning of incone het of Salvage [nd ofDescription Period S tat enent Other Ret i: ements Add /(Deduc t) Period........... .. ......... .... ....... ..... ...... ............ .............. ... ........

' Utility Plants

' ~ Electric'* Depreciation . $1,565,978 5283,821 (a) $3,595 (b) ($28,813) (54,731) 51,819,850 (a)
. Amortlantion '3,326 344 0 0 0 3,670

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

.

Total Utility Plant .1,569,304 284,165 (c)-. 3,595 (28,813) (4,731) 1,623,520

Other Property - Depreciation. 13,676 .1,484 (d; O (20) (8) 15,132
............ ............ ............ ............ ............ ............

: Total $1,582,980- 5285,649 53,595 ($28,833) ($4,739) 11,838,652
............. ............ . . . . . . . . . . . . . ............ ............ ............

^ Nuclear Fuel _- Amortiration $218,326 $102,120 (e) '50 $0 SO 5320,446 .
............ ............ ............ ............ ............ ............

. (a) Includes ef fect of reclassifications to conform with 1991 presentation.
. (b) Depreciation charged to construction work in progress.

(c) Depreciation and amortization as reported in the income statement includes app.oximately $12 million of
. atortization of investment tax credits.

(d)Nonutilityplantespensechargedtoothirincomeanddeductions, net.
-(e) Charged to fuel and purchased power expense.

.

_
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CENTE310R ENEat.f CO2PORAt10N AND SUBSIL A31ES

SCHEDULE Vll GUARANTEES OF SECURiflES OF OTHER ISSutts

YEAR ENDED DECEMBER 31, 1991
,

(Thsusands of Dottars)

Principal Amount

Name'of 1ssuer of Guaran*eed and

.-Securities Guaranteed Title of Issue (a) Outstanding (a) Nature of Guarantee
.............................. ............................... ................ .......................

Quarto Mining Coryany (b)(c) Guaranteed Mortgage Bonds,

Due 2000

Series' A 8.25% $1,056 Principal and Interest
Series 8 9.70% 1,030 Principal and Interest
series C 9.40% 5,152 Principal and Interest

series EA 10.25% 1.226- Principal and Interest

3eries FA 10.50% 941 Principal and Interest _,

Series G 9.05% 15,554 Principal and Interest *

Series HA 7. 75% 10,637 Principal and Interest
Series HB 8.31% 5,395 Principal and interest

*
Guaranteed Refunding Bonds,

Due 1997

Series t 7.45% 9,226 Principal and Interest

Unsecured Note, Interest at prime
(8.50% effective 7/1/91 and
applicable through 12/31/91)
plus 2%, Due 2000 3,726 Principal and Interest

Equipment Leases 10,430 Termination value per
Agreements

........

64,373
........

The Ohio Valley Coal Coppany First Mortgage Notes -

Series D 8.00% Due 1992 to 1997 6,400 Principal and Interest
Series E- 10.25% Due 1992 to 1997 3,575 Principal and Interest

Equipnent leases 5,456 Stipulated Loss Value

'

per Agreements

-Term Notes 9.53% Due 1992 to 1996 2,63 7 _ ' Principal and Interest
; - 10.85% Due 1992 to 1997 19,531 Principal and Interest

, ........

,
37,599

........

5101,972
===ssass

(a) None of the securities were owned by the Centerior Utilities; none were held in the treasury of
the issuer; and none.were in default.

(b) The Operating Companies and the.other CAPCO Group Companies have agreed to guarantee severetty,
and not jointly, their proportionate shares of. Quarto Mining Cocpany debt and lease
obligations incurred while developing and equipping the mines. The amounts shown are
the Operating Companies' proportionate share of the total cloligations.

(c) includes the ef fect of a Quarto Mining Ccanpeny refinancing completed on January 2,1992. The
proceeds from the issuance of Series HA, HB and I Bonds on December 30,1991 were used to refund
Series D, EB, EC, ED, FB and FC Guaranteed Mortgage Bonds on January 2,1992.

S-8
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CENTER 10R thtRGY ' CORPORAfl0N AND SUS $101 ARIES

3CHEDULE Vill VALUATION AkD QUAtlFYlWG ACCOUNTS
FOR THE YEAR $ ENDED DECL E R 31, 1991, 1990 AND 1999

i
(Thousands of Dot ters)

Addi t ions Deductions
............................ ............................

Balance at Charged to Deduc t ions Balance at
=Beginning Ireree from End ofDsseription of Period Statement Other Reserves Other Period

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

- Reflected as Reductions 1

-to the Related Assetst

Accunulated Provision -
- for Uncollectible Accounts
(Deduction from Amounts Due
from Customers and Others)

*

1991_- $3,026 $20,567 (a) 53,192 (b) 523,082 (a)(c) $0 $3,703
- 1NO 2,276 .18,739 (a) 2,805 (b)- 20,794 (a)(c) 0 3,026;1989" 7,001 9,429 (a) 2,000 (b) 16,154 (a)(c) 0 2,276

Retiscted as Reserves on-
.the Balance Sheet:

Reserve for Perry Unit 2
Allowance for Funds Used
During Construction

:
1991 S212,693 50 50 S0 50 5212,693
1990- 212,693 0 0- 0 0 212,693
1989 212,693 0 0 0 0 212,693

-(a) includes a provision and corresponding write off of uncollectible accounts of $6,'020,000, 55,895,000 and
$2,598,000 in_1991,1990 and 1989, respectively, relating to customers which qualify for the Puco mandated

. Percentage of income Payment Plan. Such uncollectible' accounts are recovered through a separate PUC0
,

approved surcharge.torfff.
-(b) Collection of accounts previously written off.
. (c) Uncollectible accomts written of f.

i

S-9
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CEN*lt1(* IW!tCY CORPORA 110W AWD SUBL 101.tia$ i

:

SCNEDUL E IK . $NDR1**.itM BDRRMWG$

Fult THE ttARS (WDID DictNett 31,1991,19P0 AWD 1989

(thousands of Dotters)

Avetspe
,

Weight w Delty Averope L

Aversee Mea tnus Weighted Dolly
talence Interest Anount Arount Weighted

at frd tete et Outsterding Ost st erdit s Interest i
of Erd of During the Durths the Rate During i

Catepory Pericd Period Period Period the Period
........ ............ ............ ............. ............ ............ ;

Cowettlel Peper
................

1991 50 0.05 5170,900 S61,781 (a) 7.4% (b)
1WO 110,310 9.4 163,2C; 88,870 (a) 8.7 (b) ,

'

'
1989 0 0.0 $$,000 %,$34 (e) 9.6 (b)

,

(s) Ccnquted by dividing the tote'l of the deity outstarding t etances for the year ty 365 days. !
(b) Cerguted tr/ dividing totet Interest emperde for the year by the average dolly tastence outstardirg. :

1

5

.

:

!

>

'

i

1

* .

,

, g , -n ,, - , , - . .n,.a._..,w-- - - , . . . . , , _ , ,n, +w.,. - , . , .,..,..,.,,,|.re-,. ,,,--,,-...--e., ~-
'
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Cf kitt104 (WttCf C0&PORAfl0W AWD 1,US$1DI Akit$. .

$CNIDttLi K + Suf Pl!MtW1 Atf thCCNt STA?!NLWT lhfCEMAll(W
FOR THE IIARS IkDt0 DECfMDit 31, 1991, IMO AWD 1989

(thousands of Dot' ors)

.

Itm 1991 1990 1989
.... ............ ............ ............

i
'

Nintenarwe ord Aepairs ..
charged to Operating tapensts $174,121 $202,248 5187,$$9

sensese.ne.. esseeressies ............

Teats, Other ? hen Peyroll ned
!rtrpne feats:

Charged to Operating tapensess f
i
t' teal ord Per sonst Property f oxes $163,123 514),980 $136,477 -

Dilo State Jise fases 106,672 101,918 92,871 |

Other 11,883 0,850 9,199
.

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

Total Charged to operating ,

ltspenses 281,678 256,748 238,153

Total Charged to Nonoperating Irtome 684 719 759 1

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

f t,t e t $282,362 $257,467 $239,312
............ ............ ............

i

'
,
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i
1Hf Ct(VELAWD (LLC 1 tlc ltll#4thAilhG COWAhY AWD $US$1DIAtll$ ;

i
*

$CN!Dutt V a f1t(#'la!', PL Ah! AND 20J1tM(WT
VLAR ENDID t>ttiMSFR 31, 1991

(thousands of Dotters)

talerte at R et irenent t $atence at i

Bet nning of Adjlt ions or Irvj ofi
Classification Period at Cost tales Other Period
.............. ........... ............ ............ .... ....... ............

Ut!!!ty Plants
tiectric

' Jritensible St8,499 $3,963 10 $0 $22.462
'

Prodxtion:

Steam 1,046,921 63,374 (5,400) 0 1,104,815
suc t ear - 3,405,230 (a) 56,601 (723) 0 3,461,108 '

kydraulic $6,354 (557) (370) 0 $$,A27
Other 7,967 99 9 0 8,0 75

fransmisalon 5'.7,300 14,518 (630) 0 561,18J

Distribution 833,153 27,823 (3,584) 0 857,392

Ceneral 116,912 11,184 (2,618) 0 125,478
............ ............ ............ ............ ............

Total Utitity Plant 6,032,336 177,005 (13,396) 0 6,195,945

Perry Unit 2 (b) 521,464 (13,658) 0 0 507,BD6

Construction Work in
Progress 175,232 (13,342) 0 0 161,890

huclear fuel: $20,762 31,172 0 0 551,934

other Plant 60,221 461 (15) 0 60,667
............ ............ ,........... ............ ............

Totat Droperty, Plant and
Equipment $7,310,015 $181,638 (513,411) $0 57,478,242

. .......... . es.......... ............ ............ ............

(a). Includes ef fect of reclassifications to conform with 1991 presentation.
.. (b) Itxtu:les t'erry Unit 2 AFLet subsequent to July 1985. See $chedule V111.

I
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TCt CLtVtL AND (LICitlC ILLUMihAflhG COMPAbf AWD SUB$1DI Atl[$

$ChlDULt Y a FRDP[Rit, PLAh! AND [DULLMthi ,

itAt f4DED DECEMutt 31, 1990
,

(thousands of Dotters)

Balance et Retirements Balance at
Beginning of A$diticos or ind of

Ctessiflestion Period at Cost sales Other Perlod
.............. ............ ............ ............ ............ ............
Utility Plants

(tectric
,

Intangible 10 518,499 50 to $18.499
,

Productiont
-

$ team 1,017,617 32,353 (3,049) 0 1,046,921.
Nuclear 3,346,223 (a) 80,329 (21,322) 0 3,405,230 (a) .

kveraulic 56,300 54 0 0 56,354
Other 7,287 T31 (51) 0 7,967

t ransmissi on . 534,813 13,381 (694) 0 547,300

Distribution 792,438 46,167 (5,452) 0 833,153

Ceneret - 114,605 3,342 (1,035) 0 116,912
......... . ............ ............ ............ ............

-

Total Utility Plant 5,669,283 194,856 (31,803) 0 6,032,336

Petry Unit 2 (b) 523,294 (1,830) 0 0 521,464

Ccestruction Work in
_

Pro $ress- 203,639 (28,407) 0 0 175,232

Nuclear Fuel 482,092 3* 670 0 0 $20,762

Other Plant 59,107 1,136 (22) 0 60,221
............ ............ ............ ............ ............

Total Property, Plant and
E quipwent 57,137,415 $204,425 (531,825) to 57,310,015

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

(a) In:tudes ef fect of reclassifications to conform with 1991 presentation.
(b) includes Perry Unit 2 AFUDC subsequent to July 19f.'.. See Schedule Vllt.

S-13
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INE CitV!tAWD EL(CitlC llLLMikAflhG CCMPANf AND $Ulis!DIARitt

$CMIDWI V * FROPitif, PLAkl AWD 10UlPMtWf *

ftAt (CfD OtttMatt 31, 1989

(Thousteds of Dollars)

latence at Retirements balance atBeginning of Ack:ll t f oris orClassificetton trd ofPeriod et Cost Sales Other Period
,..............

............ ............ ............Utility Plantt ............ ............

Electric

Productions

steem $1,013,636 59,595 ($5,614) 10 $1,017.617hvetear 3,235,716 110,507 (a) 0 0 3,346,223 (a)Hydraulic
$6.301 (1) 0 0 56,300other 7,287 1 (1) 0 7,287 '

leansmission $26,820 9,004 (1,011) 0 531,813

Distribution 754,650 43,212 (5,424) 0 792,438
General r

110.136 8,2 75 (4,006) 0 114,605............ ............ ............ ............ ............

1otal Utility Plant 5,704,746 180,593 (16,056) 0 5,869,263

Perry Untt 2 (b)
521.T85 (491) 0 0 523,294 i

Construction Work in
Progress

239,643 (36,204) 0 0 203,639

Duclear fuet 453,654 28,418 0 0 4E2,092
Other Plant 56,625 2,512 (30) G $9,107............ .....,...... ............ ........... ............

Total Property, Plant and
Equipnent 16,978,653 $174,848 ($16,086) SD $ 7,137,415= ,.......... :: ......... .......... . ....... ..== ==== .......

' (a) Includes ef fect of reclassifications to conform with 1991 presentation

,

(b) includes Perry Unit 2 AtuDO subsequent to July 1985. See schedute Vill
.

.

,
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THE CLEVEL AND (LIClelt ILttmlWAflWG CCo*PAhY AND SUBilDI Atits

SchlDULE VI * ACCT %ftAf!D DtPalCI Atlow AND AMot111Atton of Peor(aty, etAkt AND togipm[ht
itAt tWDID DECtMBER 31, 1991

(thousMds of Dollars)

Addit ions Deduc t ions
............................ ..............................

Batence at Charged to kenovel Cost Balance at
Beginning of Irgme het of Salvage End of

0:scriptica Period St atenent other tet t renent s Add /(Deduct) Period
........... ............ ............ ............ ............ .............. ...........,

Utility Plants

titetric * bepreciation $1,391,0$0 (a) $173.126 81,794 (b)(c) (513,396) $?66 11,552,870
* AnortI:ation 7,178 4,385 551 (e) 0 0 it,114

............ ............ . ... ....... .... ............ ......,.....

Total Utility Plant 1,398,2$8 177,511 , '; .' % (13,396) 266 1,564,984

oth$r Prc.perty + Depreciation 16,793 ?,040 (e) 0 0 18,833-

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

Tstal- $1,415,051 S179,5$1 $2,; 45 ($13,396) 5266 11,!h3 817
............ ............ ............ ............ .......,3... ............

Nucivit fuel * Amortitation $219,938 $68,867 (f) 50 $0 50 $288,805
..s......... ............ ............ ............ ..........., ............

(a) includes effect of reclassifications t conform with 1991 presentation.
(b) Nuclear plant decocalssioning trust estnings charged to other deferred charges and depreciation

charged to const'uction work in progress,
-(c) Transfer from accmulated depreetation to accmulated amortiration.
(d) Cepreciation and anertization as reported in the incine statement includes approximately $7 mittlon of

amortfastion of investment tan credits.
(e) Wonutility plant expense charged to other incme and deductions, net.
(f) Charged to fuel and purchased po.,er expense.

|

-

i
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IME CLtVELAND (LIC1 tlc ILLUM!hAfikC CO@ANY AWD $U$$1DI At!E$

SCHEDULE VI * ACClatJLATED DIPttCI A110N AND AMoltillAflDN OF PROP [tif, PCANT AND EQUjPNINI

YEAR ENDED DICtMatt 31, 1990

(thousards of Dollars)

AMit Ions Dedsctions
............................ ..............................

Balance at Charged to te.sovat Coat Balance at
Beginning of Income het of Salvage (td of i

Dsseriptfon Period Statement Other tettrecents AM/(Dedac t) Period
'

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

Utility Plants
|

Electric Depreciation - 51,255,235 (a) 5174,744 (a) 5843 (b) (531,803) (57,939) $1,391,080 (s
* Amortitation 3,670 3,508 0 0 0 7,178

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

.

Total utility Plant 1,258,905 178,252 (c) 843 (31,803) (7,939) 1,398,258

other Property Depreciation 13,915 2.878 (d) 0 0 0 16,793
............ ... ........ ............ ............ ............ ............

Total S1,272,820 -s181,130 1843 (531,803) (57,939) $1,415,0$1
............ ............ ............ ............ ............ ............

Nuctect Fuet . Amortitation $172,910 S47,028 (e) 50 50 10 $219,938
............ ............ ............ ............ ............ ............ i

!

(a) includes ef fect of reclassifications to conform with 1991 presentation.
(b) Depreciation charged to construction work in progress.

-(c) Depreciation and amortitation as reported in the income statement includes approximately $9 million of
amortlaation of Investrnent tax credits,

(d) honutility plant expense charged to other incane and deductions, net, g
(e) Charged to fuel e M purchased powe* expense.

I
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tot Citytt AND tttCTRIC ILtLMihAtlhG CCMPANY AND $U851DI Atit$

SchtpVLt V! . ACCWLAttD DIPRECI Atl0W AWD A80Ril2Atl0N of PforttTY, PLAW1 AND [0VIPMthf
YEAR (NDED DICtM6ft 31, 1989

(thousards of Dottars)

Ad11t Ions Dedxtione
............................ ..............................

Datence at Charged to temovat Cost Balance at

Begiming of inewe het of Salvage tras of

D:seription Period st at ecent other tet irenent s Adf/(Dedxt ) Period
,

!........... ............ ............ ............ ............ .............. ............
1
I

Utility Ptbnts

Electric . Depreciation $1,078,412 $194,876 (a) S1,737 (b) ($16,056) ($3,754) S1,255,235 (a)

. Anortitation 3,326 344 0 0 0 3,670
............ ............ ............ ............ ............ ............

*

Total Utility Plant 1,081,758 195,220 (c) 1, 73 7 (16,056) (3,754) 1,258,905 ,

i

Other Property - Depreciation- 12,508 1, A35 (d) - 0 (?0) (8) 13,915 '

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

' total 51,094,266 $196,655 S1,737 (516,076) (13,762) $1,272,820-

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

Euctasr f uel * Amortitation $117,198 555,712 (e) $0 50 $3 1172,910

............ ............ ............ ............ .....or..... ............

(a) Includes effect of reclassifications to conform with 1991 presentation.
(b) Depreciation charged to construction work in progress.
(c) Depreciation and amortitstion as reported in the Income $tatecent includes approximately 58 mlltion of

amort!!ation of investment tan credita.
(d) bonutility plant expense charged to other income and deductions, net.
(e) Charged to fuel and purchased power eatense.

I

i

i
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THI CLtVtLAWD ELECitlC |LLLMlhAtlDC CCMPAWT ACS $UO$1bl Asjtl |

|

iSCHEDULt' Vl' * CUARANTitt OF Situaltit$ Of ofktt IS*.Utal i
i

11Ak (NDID DlC(MB(R 51,1W1
.

(Thousands of Dollars)

Principal Anc.nt
NMe of issuer of Guaranteed and

Securities Guaranteed fitte of issue (a) Outsterding (a) hature of Guarantee
.............................. ............................... ................ .......................
ovarte Mining Conpany (b)(c) Cuaranteed Mortgage Bords,

Due 2000

Series A 8.25% $707 Prinelpet ard Interest
series 8 9.70% 690 Principal and Interest

,series C 9.40% 3,451 Principal and interest !
$3 ries EA 10.25% 766 Principat and Interest '

series FA 10.50% $68 Principal ord loterest
series G 9.05% 9,5 75 Principal and Interest
Series HA 7.75% 6,549 Principal and Interest

,

*

Series Hs 8.31% 3,322 Principal and Interest

Guaranteed Refwding Bonds, '

Due 1997

series I 7.45% 5, t.80 Principal and Interest

Unsecured Note, interest at prine
(8.50% effective 7/1/91 and
applicable through 12/31/91)
plus 2%, Due 2000 2,329 Principal and Interest

Equipnent leases 6,987 Tera.Instinn value per
Agreenent s

........

40,644
........

The Ohio Valley Coal Coppany first Nortgage Notes
series D*+8.00% Due 1992 to 1997 6,400 Prtrwlpal and Interest
series E 10.25% Due 1992 to 1997 3,575 Prin:1 pal ord Interest

Equipment leases 5,456 $ttpulated Loss value
per Agreements *

Tern Notes 9.53% Due 1992 to 1996 2,637 Principal and Interett
" 10.25% Due 1992 to 1997 19,531 Principal and Interest

, ........

37,599
| . ......

$78,243
.n.nn..e

(a) kone of the securities were owned by Cleveland tiectric; none were held in the treasury of
i the issuer; and none were in def ault.
| (b) Cleveland Electric and the other CADC0 Croup Corpanies have agreed to guarantee severally,

ard not jointly, their proportionate shares of Quarto Mining Corpeny debt ard lease
obligations incurred white developing ard equipping the mines. The enounts shown are
Cleveland tiectric's proportionate share of the total obligations.

(c) includes the ef f ect of a Quarto Mining Cocpany refinancireg conpleted on January 2,1992. The
proceeds f rom the issuance of Series HA, H8 and i Bonds on Decemtar 30,1991 were used to refurd
Series D, EB, EC, ED, T8 and FC Cuaranteed Mortgage Bonds on January 2,1992.

S-18

,, _ _ . _ . _ . _ , . ._ _ ._ ___ ,_ _ _ . _ . ._ _ _ _ _ _ _ _ .



- . _ _ _ _ _ _ _ . - _ _ . . _ _ _ _ _ _ _ _ _ _ _ _ - _ _ _ - _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ - _ _ _ _ _ - - - _ - _ _ _ _ - - _ - _ _ _ - _ _ _ _ - _ _ _ _ - _ - _ - _ - - _ _ - _ _ - _ - _ _ _ _ _ _ - - - _ _ - _ _ _ _ _ - - _ _ . _

Ibt CitVILAWD titCitle ILLtmihatthC CWA 6Y AND SUS $1DI Attis

TCHIDUt.t Vill * YALDAllON AND 03AtliftkG ACCOUW1$
FOR 1Pt YtAR$ (WDED DEttk8it 31, 1991, 1990 AND 1989

(thousards of Dollars)

A&litions DedJC t ioro

Balance at r t a Belarte at
Beginning inccce from frd of

Description of Period $ tat enent other Reserves other Period j

|
........... ............ ............ ............ ............ ......... ............

Reflected es Redactiont
to the Related Assets:

Accuwleted Prowlsion
for Uncollectible Accounts
(Doduction f rom Amounts Due

f rcen Custccers ord Others)
.

1991 $1,826 515,669 (a) 81,686 (b) 816,868 (a)(c) SO S2,313
1990- 926 15,207 (a) 1,628 (b) 15,935 (a)(c) 0 1,826
1989 6,026 $,742 (a) 1,062 fb) 11,904 (a)(c) 0 926

Reflected as Reserves on
the Balance $heett

Reserve for Perry Unit 2
Allowance for f urde und
During Construction-

iP91 S124,398 $0 50 $0 50 $124,398
1990 124,398 0 0 0 0 124,398
1989 124,398 0 0 0 0 124,398

(e) Includen a provision snd corresponding write of f of mcollectible accounts of $5,616,000, $5,597,000 and
$2,G/,000 in 1991,1990 and 1989, respectively, relating to custerers which qualify for the PUC0 mardated
Percentage of income Payment Plan. Such uncollectible accounts are recovered through a separate PUCO
approved surcharge tariff.

(b) Collectfon of accounts previously written off.
(c) Uncollectible accounts written off.

I
.
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THE CLEVELAWD (LICielt llitatinAlikG CCMPAh! AWD SubtlDI Atitt

9tHtDULE IX = $HORT*t[RM $0Rt0WlhC$ '

f OR 1HE itARS CWDID DECtMBtt 31, 1991, 1990 AND 1989

(thousords of gollars)

Average
W(ighted Detty Average '

A,erspe Mealtun Weighted Dolly
Batava Interest Ano m t Anount Weighted
at trd Rete et Outst6rding Out st eMing Interest

of Erd of During the puring the Rete Durivy
Category Pericd Perted Peritd P*ricd the Period
...... . ............ ..... ...... ........ .... ..... ..... ...... .....

CormereIel Peper
................

1991 $0 0.01 $133,100 54$,825 (a) 7.$% (b)
1990- 87,110 9.5 140,000 87,584 (e) 8.7 (b) -

1989 0 0.0 $5,000 5,554 (e) 9.8 (b)

(a) Conputed by dividing the total of the deity outsterding betences f or the year by 365 days.
(b) Cortputed by dividing total Interest expense for the year by the'eversee daily taalence outstanding.

i

1.
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1kt CitYtL AhD titC1RIC ttluglhailhG (9HPAhY AND $U$ilD! AklL$

$tetDutt x Surettuth1ARY lutomt $1Altuthi t hr okmA :] DN ,

FOR 161 f t AR$ ikDED DitthEtt 31,1P91,1990 AND 19'9J

(th(v.a'ds of bollers)

lt em i P?) 1990 1989
... ............ .... ....... . ...... ...

Maintenance a*d Repair 6 "
Charged to D;erating tarenses $115,816 1138,085 $126,778

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

lanes, Other than Payroll and
ircorre f ases:

Charged to 0$erating latensest

Real and Personal Property lanes $119,613 1106,776 $100,007

Dhlo state tacite taxes 73,644 69,770 63,870

Other 11,366 6,742 6,476
............ .... .. ... ............

Total Charged to Operating
tapensen 204,623 183,265 170,353

Total Charged to woroperating inccme 593 628 644
.......... . ...... ..... ........ ...

Total 1205,216 5183,916 5171,021
............ ............ ............
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>

IMt 10 LIDO (Dl50N COMPAhf ,

e

$CHEDUtt V PROPER 17, P'.AW1 AWD 200 LPM!hi *

TEAR ENDID DECEMBit 31, 1991

i

(thmaards of 001(ars)

i

Batory.e at Retirenents Balance at '

Beginning of AcMi t ions or Erd of
. Classification Period at Cost lates Other Pericd
.............. ............ ............ ............ ............ . . . . . . . . . . . .

Utility Plants
Electric

Intengible 13,536 $8,776 $0 $0 412,312

Production

steam 251,411 17,535 0 0 308,946
Nuclear 1,718,262 (a) 48,695 ( 6 72) 0 1,766,285 *

-Other 6,726 (51) 0 0 6,675

; transmission 146,881 2,149 (1) 0 149,029

1

Distribution 366,788 9,851 (855) 0 375,784

General 70,279 6,990 (4,026) 0 73,243 I

............ ............ ............ ............ ............ i

total utility Plant 2,603,883 93,945 (5,554)' 0 2,692,274

i
.

Perry Unit 2 (b) 343,685 (918) 0 0 342,767

Construction Work in
Prostess 93,154 (39,189) 0 0 $3,965

,

Nuclear Fuel 406,506 27,341 0 0 433,847

Other Plant 3,303 793 0 0- 4,0?$
............ ............ ............ ............ ............

j .. Total Property, Plant and
Equipment $3,450,531- $81,972 (55,554) $0 53,526,949

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

~(a) includes effect of reclassifications to conform with 1991 presentation.
(b) Includes Perry Unit 2 AFUDC subsequent to July 1985. See Schedste vill.

I
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f

THE 10 Lit >0 (D150h C(FPAbi

SCMDVLt V PRDPitti, PL Ak1 AND tQUIPMiki .

TEAR ikDED DECIM5ft 31, 1990

(thousands of Dollars)
I

i

golvce et t ell rewnt s Salonce et
Begirr.ing of Ad:fi t ions or Erd of ;

Cisstification Pericd at Cost Sales other Pericd !
.............. ............ .. ......... ............ ............ ............

Utility Plant
Electric

thtangible $0 $3,536 10 50 13.536

Productiont

$tene 2 S4,2 75 7,142 (6) 0 291,411
Nuclear 1,669,904 (a) $1,644 (a) (3,286) 0 1,718,262 (a)
Other 6,700 18 0 0 6,726

Transmission 145,267 1,647 (33) 0 146,881

Olstributton 351,372 16,142 (726) 0 366,783

ceneral 70,829 64 (614) 0 70,279
............ ............ ............ ............ ............

Total Utility Plant 2,528,355 80,193 (4,665) 0 2,603,883

Perry Unit 2 (b) 345,754 (2,069) 0 0 343,685

Construction Work in
Progress 84,586 8,568 0 0 93,154

Nuclear f uel 382,729 23,777 0 0 406,506

Other Plant 3,342 0 0 (39) 3,303
............ ............ ............ ............ ............

Total Property, Plant ard
Equiptent 13,344,766 5110,469 (54,665) (539) 53,450,531

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

(s) Includet ef fect of reclassifications to conform with 1991 presentation.
-(D) Includes Perry Unit 2 AFU0C subsequent to July 1985. See $c-hedule V111.

'
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THE 10ttD0 (Di$0W CONrahY

,

$CHEDutt V PR0rtR1Y, PL ANT AND EDVltMENT

YtAR ENDED DECIMBit 31, 1989

(thousards of Dollars)

Betance at Retirements Belarge at

leginning of' Acultions or Erd of
Classification Period at cost sales other Pericd
.............. ............ ............ ............ ............ ............

Utility *tants

tiectric

Prcduction:

5 team $276,400 $7,875 SD $0 $264,275
Wue tear 1.597,457 84,624 (a) (12,377) 0 1,669,904 (a)
Other 6,656 12 0 0 6,708

.

Transmission 150,715 (5,445) (1) 0 145,267

Distribution 340,116 11,625 (369) 0 351,372

General 67,583 3,254 (8) 0 70,829
............ ............ ............ ............ ............

lotel Utility Plant 2,438,927 102,185 (12,757) 0 2,528,355

Perry Unit 2 (b) 343,126 2,628 0 0 345,754

' Construction Work in
Progress 115,978 (31,392) 0 0 84,586

Nucteer Fuet 361,490 21,239 0 0 D2,729

'Other Ptant 3,320 0 0 22 '3,342
............ ............ ............ ............ ............

Total Property, Plant and
E qui pnent . $3,262,641 $94,660 ($12,757) 522 $3,544,766

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

(a) includes cf feet of rq-Qssif f r*tions to conform with 19(1 presentation.
(b) 16. udes Perry UF t 2 AFUDC subsequent to Julv 1985. See Tchedule vill.i
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INE 10LtD0 (Dit(* CtMPAhY

;

SCktDIAt VI ACCtMJLAl!D t,[ Pit;l A110W AWD A40tti!A110W Of Ikotitt', PL ANT AhD.JoulFMtNT J
YtAt (WDED DiCIMBEk 31, 1991 )

;
(thousands of Doltets)

|

Additions Dedactions
............................... ..............................

Salence at Char 0ed to temeval Cost Balance at ,'Sepinning of Inctee Wet of taivage trd of
2cription Period $t at enent Other tetire ents Acd/(Deduct) Period *

!........ ............ ............ ..........., ............ .............. ............
,

stity Plente !

i

Itsetric . DerNelation $639,357 (a) 575,105 $1.761 (b) (t$,$$4)- (53,353) $707,316
- Attitation 89$ -1,294 0 0 0 2,189

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

.

Tctat utility Plant 64L,252 -76,399 (c) 1,761 ($,5$4) (3,353) 709,$0$

her Property Depreciation 1,279 138 (d) 0 0 0 1,417 i
.. ...,..... ............ ............ ............ ............ ............

. Totat . 1641,531 ST6,$37 $1,761 (55,$$4 (53,353) 5710,922-

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

;teer Fuel . h rtization $184,658 $53,904 (e) 50 50 SD 1238,$62
............ ............ ............ ............ ............ ............

- (a) f retudes ef fect of rectassifications to conform with 1991 presentation..

(b) Includes nuclear plant decorsnissioning trust earnings charged to other deferred chargen and depreciation
charged to construction uork in progress.

(c) Depreciation ard amortitation as repor'ed in the Income Statenent includes approximately $4 mittien of
amortitstion of Investnent tax crealts.

(d) Nonatllity plant expeese charged to other incone and deductions, ret. .
(e) Charged to fuel and purchased power expense.

s
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thi TDtIDO EDISON CCMPANT

$CMEDUtt VI * ACCWJL AllD DEPetCI Atl0N AND A840Rtl2 At10N 09 PROFf kif, ht ANT AniD COUIPMENT

YEAR ENDID DCCtMiltR 31, 1990

(thousards of Dollars)

Acut t ions Dedact Ions
......... ..................... ..............................

Betaree at Charged to temovat Cost Balance at
Beginning of Income het of $alvage End of

Discription- Period Statement other Retirements Ack1/(Dedact) Period
........... ............ ............ ............ ............ .............. ............

Utility Plants

tiectric + Depreetation $564,615 (a) 574,637 (a) $1,842 (b) ($4,665) S2,928 5639,357-
. Amortlantion 0 895 0 0 0 895

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

Total Utility Plant 564,615 75,532 (c) 1,842 (4,665) 2,928 640,252

' Other Property * Depreciation 1,217 79 (d) (17) 0 0 1,279
............ ............ ............ ............ ............ ............

Total $565,832 575,611 $1,825 (&4,665) 52,928- $641,531
............ on.......... ............ ............ ............ ...........,

cueleer Fuel * Amortlantion 5147,536 $37,122 (e) 50 $0 $0 $184,658
............ ............ ............ ............ ............ ...........,

!

(a) 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 Statement includes approntmately $3 mittion of

amortisation of investment tan credits.
(d) Nonutility plant expense charged to other income and deddellons, net.
(e) Charged to fuel and purchased power expense.

(!['

f

|

|

!
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i

|

|

THE 10LtDD EDis0N CONFANY
9-

$thtDutt VI ACCUMJtAt(D DEFAECIATION AND AH04112ATIDW DF PADrttif PLAWT AAD (00lPN!WT
'

TtAR tWDED DECEMB!R 31, 1987

(thousands of Dollars)

|

Additions Deduc t ions
............................... .............................. .;

Balance at Charged to Renovel Cost Balance at
Beginning of Ircome het of Salvage Erd of

cacription Period S t atenent Other Ret irenent e AW(Deduc t) Feriod
.......... ............ ............ ............ ............ .............. ............

tility Plants

Electric * Depreciation $487,$46 138,945 (altb) $1,858 (c) (112,757) (5977) $$64,615 (a)

ther Pecourty * Depreciation 1,168 49 (d) 0 0 0 1,21?
............ ............ ............ ............ ............ ............

-total $488,714 188,994 $1,858 ( $12,757) (5977) $565,C32
............ 3.....tc.... ............ ............ ............ ............

Jelear fuel Amortitstion $1D1,128 S46,408 (e) 10 50 50 5147,536
............ ............ ............ ............ ............ ............

(a) Includes ef fect of reclassifications to conf orm with 1971 presentation.
(b) Depreciation and amortitation as reported in the income Statenent includes approntmately $4 million of

amortisatica of Investment tax credits.
(c) Depreclation charged to construction work in progress.
(d) leonutility plant expense charged to other incone and deductions, rat.
(e) Charged to fuel and parchased power expense.

1
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T0f 10Lt00 (Di&ON CCMrANY

$CHt90tt Vil . GUARAkttts of $ttutilit$ OF 01Htt 15tutt$
TI AR (WDED DECtM6tt 31,1991

*(thousards of Dotiers)

Principal Anrsunt
Wane of issuer of Guaranteed ard

lecurttlet (,uaranteed litte of lasue (a) Outsterding (a) Nature of Guarantee
...... ....................... ........................... ................ .......................

Quarto Mining *anpany (b)(c) Guaranteed Mort; age Bords,

Due 2000

Series A 8.25% $349 Principal ard Interest

series B 9.70% 340 Principal ard interest
series C 9.40% 1,701 Principal and interest

Series F4 10.25% 460 Principal erw Interest
series FA 10.50% 353 Prtrelpel ord interest

series G 9.05% 5,979 Principal ard interest

series hA 7. 75 % 4,088 Principal ard Interest

Series NB 8.31% 2,073 Prittipal ard Interest

Guaranteed Refurding Bonds,
Due 1997

series I 7.45% 3,546 Principal ord Interest

Unsecured hote, Interest at
prise (8.50% effective
7/1/91 and applicable
through 12/31/91) plus 2%,
Due 2000 1,397 Principal ard Interest

Equipment Losses 3,443 Termination Value per
Agreements

........

S23,729
........

|'
l
'

(a) None of the securities were wned by Toledo Edison; none were held in the treasury of
. the issuer; ard none were in daf ault.

(b) Toledo Edison ard the other CAPCO Group Cortpanies have agreed to guarantee severally,
ard not jointly, their propertionee shares of Quarto Mining Company debt ard tease
obligations incurred while developing ard equipping the mines. The amounts shown are
Toledo Edison's proportionate share of the total obligations,

(c) Includes the ef f ect of a Quarto Mining Conpany refinancing corpteted on January 2,1992. The
proceeds f rorn the issuance of Series kA, NB ard I Bonds on Decen6er 30,1991 were used to refund
Serf es D, (8. EC, CD, F8 and FC Guaranteed Mortgage Bords on January 2,1992.

i

l
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|

t

hipt 10LtDC iDi$0N COMPAIM

SthfDULE Vll! * VALUAllDN AWD 00Allf flio ACCOUW16 '
TOR THE ttAR$ (WDLD DECtheit 31, 1991, 1990 AWD 1989

(thousands of Delters)

AcuitIons bedu::tions
t

............................ ............................ -

Balance at Charged to Deduct ions Balance at
Beginning inccce f rcus End of

~~ bgscription of Period $ t a t enent Other Reserves Other Period
,

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

Reftseted 6s Reductions
to the Related Assetst

Acewulated Provision
for uncollectible Accounts
(DeduetIon f rom Arnomta Due
frc;n Customers and Others) '

[

1991 51,200- 54,898 (a) 11,506 (b) $6,214 (a)(c) SO 11,390
1990 1,350 3,532 (a) 1,177 (b) 4,859 (a)(c) 0 1,200
1989 9 75 3,687 (a) 938 (b) 4,250 (a)(c) 0 1,350

Ref tseted as Reserves on
the Wetence sheet

Riserve for Perry Unit 2 '

Allow:nce 'for Funds Used
During Construction

.

L

1991 S88,295 50 $0 SO SO 588,295
1990 88,295 0 0 0 0 88,295
1989 85,295 0 0 0 0 88,295

(a) Includes a provision ard correspording write of f of mcollectible accounts of $404,000,1298,000 ard
1591,000 in 1991,1990 and 1989, respectively, retating to customers which quellfy for the PUC0 mandated
Percentage of income Payment Plan. Such uncollectible accounts are recovered through a separate PUC0
aproved surcharge tarif f.

(b) Collection of accomts previously written of f.
(c) Uncollectible accounts written off.

S-29
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THf TOLEDO (DISDN CCMPAkt ,

$
.

SCHtDUlt IK SHottattkN 80tROWlhC$
f0R THE ttA*1 LWDID DECEMBER 31, 1971, 1990 AND 1989 ;

(thousands of Dott6rs) [

!

IAverage

Weighted belly Average i

Average Maalmsn Weighted Daily
|

Belance Interest Anoant Amount Weighted !

at End Rete at Outstanding Outstanding Itit eres t

of End of During the During the Rate During _ !

- Category.- Period Period Period Period the Period -t

........ ............ ............ ............ ............ ............
_

i

ci:
- Carmercist Paper
................

1991- S0 D.0% S45.000 115,956 (en 7.1% (b)
,

1990 23,200 9.1 23,200 1,285 (a) 9.1 (b)

1989 0 0.0 0 0 (a). 0.0 (b) ;

i

(e) Conputed by dividing the total of the dally out6 tending balances f or the year by 365 days.
,

(b) Ccaputed by dividing total interest expense for the year by the average daily tu ance outstanding.

I

<

*

.

..
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THf 10LEDO (DIEDN COMPAWV

'
stHLDULt I SUPPLEMik1 ARY INCOME $141(Mf W1 thf DRMA1104

,

FDR THE vtARS (ADED DittMstR 31,1991,1990 AkD 1989

(thousarids of Dollars)

Item 1991 1990 1989

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

Nelntenance std Repairs -
Charged to Operating tapenses $58,305 464,163 $60,781

s.64 ...... ............ ........re..

Tames Other than Payroll and
Ihcone f eatst

Charged to operating tapenwis

*

Real and Personal Property lanes $43,510 539,2 D4 536,470

Onlo State Excise fames 33,028 32,148 29,007

Other 4,217 2,325 1,902
............ ............ ............

Total Charged to Operating
Expenses 80,755 T3,677 67,379

Total charged to Nonopere .ing income 91 91 91

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

Totat $80,846 573,768 667,470
............ ............ ........a ..

S-31
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EX111 BIT INDEX l

The exhibits designated with an asterisk (*) are filed herevith. The exhibits i

not so designated have previously been filed with the SEC in the file indi-
cated in parenthesis following the descrietion of such exhibits and are in- <

corporated herein by reference.
'

COMMON EXil1 BITS
,

(The following documents are exhibits to the reports of Centerior Energy,
Cleveland Electric and Toledo Edison.)

Exhibit-Number Document

10b(1)(a) CAPC0 Administration Agreement dated November 1, 1971, as
of September 14, 1967, among the CAPC0 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 Group members (Exhibit
5(c)(3), File No. 2-68906, filed by Ohio Edison). .

10b(2) CAPC0 Transmission Facilities Agreemp~t dated November 1,
'1971, as of September 14, 1967, am. J the CAPC0 Group.
members regarding the installation, operation and mainte-
nance of transmission facilities to carry out the objec-
tives of the CAPC0 Group (Exhibit 5(q), Amendment No. 1,
File No. 2-42230, filed by Cleveland Electric).

10b(3) _CAPC0 Basic Operating Agreement as Amended September 1,
1980 among the CAPC0 Group members regarding coordinated
operation of the members' systems (Exhibit 10.24, 1980
Form 10-K, File No. 1-956, filed by Duquesne).

10b(4) Agreement dated September 1, 1980 for the Termination or
Construction of Certain Agreements by and among the CAPCO
Group members (Exhibit _10.25, 1980 Form 10-K, File No.
1-956, filed by Duquesue).

10b(5) Construction Agreement, dated July 22, 1974, among the
CAPCO Group members and relating to the Perry Nuclear
Plant -(Exhibit 5(yy), File No. 2-52251, filed by Toledo
Edison).

.10b(6) Contract, dated as of December 5, 1975, among the CAPC0
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 1

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 CAPC0 Group
members for the operation of Beaver Valley Unit No. 2

(Exhibit 5(d)(4), File No. 2-56944, filed by Pennsylvania

Power).

1
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Exhibit Number' Document

10b(9) Amendment No. 1, dated May 1, 1977, to contract, dated
May 24, 1976, among the CAPC0 Group members for the opera-
tion of Beaver Valley Unit No. 2 (Exhibit 5(d)(6), File

>
_ No. 2-60109, filed by Ohio Edison).

10b(10) Addendum No. 1 dated November 1, 1980, to Contract, dated
F Hay 24, 1976, as amended among the CAPC0 Group members for

the operation of Beaver Valley Unit No. 2 (Exhibit 10-9,
File No. 2 68906, filed by Ohio Edison).

-10b(11) Amendment No. 1, dated August 1, 1981, to CAPCO Basic
Operating Agreement as Amended September 1, 1980 among the
CAPC0 Group members (Exhibit 10.27, 1981 Form 10-K, File
No.-1-956, filed by Duquesne).

10b(12) Amendment No. 2, dated September 1, 1982, to CAPC0 Basic
Operating Agreement as Amended September 1, 1980 among the

-CAPCO Gtoup members (Exhibit'10.29, 1982 Form 10-K, File
No. 1-956, filed by Duquesne). I

:10c(1) Participation ~ Agreement, dated as of October 1, 1973,
among Quarto, the CAPC0 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 Ovner 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).

10c(2) 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 5(e)(2), File
No. 2-68906, filed by Pennsylvania Pover).

'10c(3) Participation Agreement No. 2, dated an of August 1, 1974,
among-the-same parties as Exhibit.10c(1) (Exhib!.t $(h)(2),
File No. 2-53059, filed by Ohio Edison).

10t(4) Amendment No. 1, dr.ted as of September 15, 1978, to Par-
-ticipation Agreement No. 2, dated as of August 1, 1974,

_

among= the rem parties as Exhibit 10c(1) (Exhibit 5(e)(4),
File No. 2.;8906, filed by Pennsylvania Pover).

-10c(5) Participation Agreement No. 3, dated as of September 15,
1978, among the same- parties as Exhibit 10c(1)'(Exhibit.

5(uu),. File No. 2-64609, ffled by_ Toledo Edison).
10c(6)~ Participation- Agreement No. 4, dated as of October 31,

~1980, among Quarto, the CAPC0 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 0hio Edison).

-10c(7); 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 5(aa),
File No. 2-59794,' filed by Toledo Edison).

E-2
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Exhibit Number Document

10c(8) Trust Indenture and Hortgage, dated as of Octnber 1, 1973,
between Quarto and National City Bank, as Bond Trustee,
together with Guaranty, dated as of October 1, 1973, with

| respect thereto bv the CAPC0 Group members (Exhibit 5(bb),
File No. 2-59794, filed by Toledo Edison). |

10c(9)- Amendment No. 1, dated as of August 1, 1974, to Trust In- !
denture and Hortgage, dated as of October 1, 1973, betveen |
Ouarto and National City Bank, as Bond Trustee, together

'

.vith Amendment No. 1, dated August 1, 1974 to Guaranty,
dated as of October 1, 1973, with respect thereto by the
CAPC0 Group members (Exhibit 5(L)(2), File No. 2-53059,
filed by Ohio Edison).

10c(10) Amendment No. 2, dated as of September 15, 1978, to Trust
Indenture and Hortgage, dated as of October 1, 1973, as
ats.ded, between Quarto and National City Bank, as Bond
Trustee, together. vith Amendment No. 2, dated as of ;

'

-September 15, 1978, to Guaranty, dated as of October 1,
1973, vith respect .therecto by the CAPC0 Group members
(Exhibits 5(e)(11) and 5(e)(12), File No. 2-68906, filed
by Pennsylvania Pover).

,

10c(11) Amendment No. 3, dated as of October 31, 1980, to Trust
Indenture and Hortgage, dated as of October 1, 1973, as
amended, between Quarto and National City Bank, as Bond
Trustee (Exhibit 10-16 File No. 2-68906. filed by Ohio
Edison).

10c(12) Amendment No. 3, dated as of October 31, 1980, to ,

Guaranty, dated as of October 1, 1973, with respect to the
CAPCO Group members (Exhibit 10-18, File No. 2-68906,
filed by chio Edison).

10c(13)~ Open-End Nortgage, dated as of October 1, 1973, between
Ouarto and the CAPCO. Group members and Amendment No. I
thereto, dated as of September 15, 1978 (Exhibit 10-5,
File No.' 2-68906, filed by Ohio Edison).. ,

10c(14) Agreement, dated October 20, 1981, among the CAPC0 Croup
. members regarding the use of Quarto coal at Hansfield
Units 1, 2 and 3 (Exhibit 10(ff), 1981 Form 10-K, File No.
1-3583, filed by Toledo Edison),

10c(15) Agreement, dated July 1, 1982, among the CAPC0 Group
members reallocating the rights and liabilities of the
menbers with respect to certain uranium supply contracts *

(Exhibit 10(ff), 1982' Form 10-K, File No.-1-3583, filed by '

Toledo Edison).-

10d(1)(a) Form of Collateral Trust Indenture among CTC Beaver Valley ;

Funding Corporation, Cleveland Electric, Toledo Edison and
Irving Trust Company, as Trustee (Exhibit 4(a), File No.
33-18755, flied by Cleveland E)ectric and Toledo Edison),

10d(1)(b) Form of Supplemental' Indenture to Collater 1 ' trust In-

denture constituting Exhitit. 10d(1)(a) atot;, including
form of Secured Lease Obligarian Sond (EphiDit 4(b), File
No. 33-18755, filed by CJuvelaad El: etric and Toledo =

'

Edison).

|
|
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Exhibit Number Document

10d(2)(a) Form of Collateral Trust Indenture among CTC Hansfield
Funding Corporation, Cleveland Eledtric, Toledo 8 'oon and
IDJ Schroder Bank 6 Trust Company, as Trus's Exhibit
4(a), File No. 33-20128, filed by Cleveli i ;ric and
Toledo Edison).

10d(2)(b) 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. 33-20128, filed by Cleveland Electric and Toledo .

Edison).
10d(3)(a) Form -of Facility Lease dated as of September 15, 1987 be-

tveen The First National Bank of Boston, as Ovner Trustee
under a Trust Agreement dated as of September 15, 1987
with the limited partnership Owner Participant named
therein, Lessor, and Cleveland Electric and Toledo Edison,
Lessees. (Exhibit 4(c), File No. 33-18755,

*

Cleveland Electric and Toledo Edison).
_ filed by

10d(3)(b) Form of Amendment No. I to Facility Lease constituting i

Exhibit 10d(3)(a) above (Exhibit 4(e) . File No. 33-18755,
filed by Cleveland Electric and Toledo Edison). '

- 10d(4)(a) Form of Facility Lease dated as of September 15, 1987 be-
tween. The First National Bank of Boston, as Owner Trustee
under a Trust Agreement' dated as of September 15, 1987
vith the corporate Ovner 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).

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

10d(5)(a) Form 'of Facility Lease dated as of September 30, 1987 be-
tveen -Heridian 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).:

10d(5)(b)- Form of Amendment No. I to the Facility Lease constituting "

Exhibit 10d(5)(a) above (Exhibit 4(f), File No. 33-20128,
filed by Cleveland Electric and Toledo Edison).

10d(6)(a) Form of-Farticipation Agreement dated as of September 15,
1987 among the limited partnership'Ovner Participant named
therein, the Original Loan Participants listed in Schedule
1 thereto, . as Original Loan Participants, CTC Beaver

', Valley Funding Corporation,. as Funding Corporation, The
First> National Bank of Boston., as Ovner Trustee, Irving' i

t . Trust- Company, as Indentr.re - Trus tee, .and Cleveland-'

Electric and Toledo . Edison,-as Lessees (Exhibit 28(a), '

File No. 33-18755,- filed by Cleveland Electric and Toledo
Edison).

. 10d(6)(b)- Form of Amendment No. I tr. Farticipation Agreement consti -
~

tuting Exhibit 10d(6)(a) above (Exhibit 28(c), File No.
33-18755, filed by Cleveland Electric and Toledo Edison).

L E-4
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,

10d(7)(a) Form of Participation Agreemer.t da t ed as nf September 15,
1987 among the corporate Ovner Participant named therein,
the Original Loan Participants lis'ted in Schedule 1
thereto, as Original Loan Participants, CTC Beaver Valley
fundi.g Corporation, as funding Corporation, The First'

-

Nat'>nal Bank of Boston, as Ovner Trustee. Irving Trust

Company, as Indenture Trustec, and Cleveland Electric a.id !

Toledo Edison, as Lessees (Exhibit 28(b). File No.
33-18755, filed by Cleveland Electric and Toledo Edison).

10d(7)(b) Form of Amendment No. I to Participation Agreement consti-
tuting Exhibit 10d(7)(a) above (Exhibit 28(d), File No.
33-1E755, filed by Cleveland Electric and Toledo Edison). c

10d(8)(a) Form of Participation Agreement dated as of September 30,
1987 among the Ovner Participant named therein, the Origi- .

nal Loan Participants listed in Schedule 11 thereto, as
'

- Original Loan Participants, CTC Hansfield Funding Corpora -
tion, Heridian Trust Company, as Ovner Trustee, IBJ
Schroder Bank & Trust Compeny, as Indenture Trustee, and
Cleveland Elcetric and Toledo Edison, as Lessees (Exhibit

28(a). File No. 33-20128. filed by Cleveland Electric and
'

Toledo Edison). _

10d(8)(b) Form of Amendment No. I to the Participation Agreement
constituting Exhibit 10d(8)(a) above (Exhibit 28(b), File
No. 33-20128, filed by cleveland Electric and Toledo
Edison).

10d(9) Form of Ground Lease dated a t, of September 15, 1987 be- r

tveen Toledo Edison, Ground Lessor, and The First National [
Bank of Boston, as Ovner Trustee under a Trust Agreement
dated- as of September 15, 1987 vith the Ovner Participant
named - therein, Tenant (Exhibit 28(e), File No. 33-18755,

filed by Cleveland Electric and Toledo Edison).
10d(10) Form of Site Lease dated as of September 30, 1987 between

Toledo Edison, Lessor, and Heridian Trust Company, as
Ovner 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 Toledo Edison).

10d(ll) Form of Site Lease dated as of September 30, 1987 between
Cleveland Electric, Lessor, and Heridian Trust Company, as e

Ovner Trustee under a Trust Agreement dated as of
September 30, 1987 with the Owner Participant named
therein, Tenant (Exhibit 28(d). File No. 33i20128, filed
by Cleveland Electric and Toledo Edison).

10d(12) Form of Amendment No. I to the Site Leases constituting
Exhibits 10d(10) and 10d(11) above (Exhibit 4(f), File No.
33-20128, filed by Cleveland Electric and Toledo Edison).

,

I-
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10d(13) ~rorm of Assignment, Assnmptinn and Further Agreement dnted
as of. September 15, 1987 among The First National Bank of
Boston, as Ovner Trustee under a Trust Agreement dated as
of September 15, 1987 vith the Ovner Participant named
therein, Cleveland Electric, Duquesne, Oblo Edison,
Pennsylvania Pover and Toledo Edison (Exhibit 28(f), File
No. 33-18755, filed by cleveland Electric and Toledo
Edison).

10d(14) Form of Additional Support Agreement dated as of
Sep9mber 15, 1987 between The First National Bank of
Boston, as Ovner Trustee under a Trust Agreement dated as
of September 15, 1987 vith the Ovner Participant named
therein, and Toledo Edison (Exhibit 28(g), File No.
33-18755, filed by cleveland Electric and Toledo Edison).

10d(15) Form of Support Agreement dated as of September 30, 1987
between Heridian Trust Company, as Ovner Trustee under a
Trust Agreement dated as of September 30, 1987 vith the
Ovner Participant named there, Toledo Edison, Cleveland
Electric, Duquesne, Ohio Edison and Pennsylvania Pover
(Exhibit- 28(e).. File No. 33-20128,- filed by cleveland '

Electric and Toledo Edison).
10d(16) Form of Indenture, Bill of Sale, Instrument of Transfer

and Severance Agreement dated as of September 30, 1987
between 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 Ovner Participant named
therein, Buyer (Exhibit 28(h), File No. 33-18755, filed by
Cleveland Electric and Toledo Edison).

10d(17) Form of Bill of Sale, Instrument of Transfer and Severance
Agreement - dated as of September 30, 1987 between Toledo
Edison, Seller, and Heridian Trust Company, as Ovner
Trustee under a Trust Agreement datedlas of September 30,
1987 with the Ovner Part;cipant named therein. Buyer
(Exhibit 28(f), File No. 33-20128, filed by Cleveland
Electric and Toledo Edison).

10d(18) Form of Bill of Sale, Instrument of Transfer and Severance ;

Agreement dated as of September 30, 1987 between Cleveland
~ lectric, Seller, and -Meridian Trust Company, as OvnerE

,

Trustee -under a Trust Agreement = dated as of September 30,
1987 vith the Ovner Participant named therein, Buyer,

'(Exhibit 28(g), File No. 33-20128, filed by Cleveland
A< Electric and Toledo Edison).

18(a)' Lett' arding change in accounting principles (ExhibitI

18, ,oe 30, 1988 Form 10-0 File Nos. 1-9130, 1-2323 and .

.

1 ~.v3).-

18(b) Letter regarding change in accounting p'rinciples (Exhibit
18, June 30, 1991 Form 10-0, File Nos. 1-9130, 1-2323 and

,

<

1-3583).

'28(a)! ; Financial Statements of the Centerior Energy Corporation
Employee- Savings' Plan for the fiscal year ended
December 31, 1991 (to be filed by amendment).

E-6
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Ci1TERIOR ENERGY EXHIBITS

Exhlhit Number Document

> .3a- Amended Articles of Incorporation of Centerior Energy ef-
fective April 29, 1986 (Exhibit 4(a), File No. 33-4790).

3b. Regulations of Center;or Energy effective April 28, 1987
. (Exhibit 3b,1987 Forr.,10-K, File No. 1-9130).

.

10a * Indemnity Agreements between Centerior and certain of its
current directors and officers.

10e(2) 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 to Centerio and Toledo Edison for the
period Septen,ber 1,1990 through January 31. 1994 (Exhibit
10e(2), 1989 Form 10-K, File No. 1-9130).

22 List of subsidiaries (Exhibit 22, 1986 Form 10-K, File :4o.-

1-9130),

24a * Consent of' Independent Accountants-

.

24b- * Consent of Counsel for Centerior Energy.

25 *Povers of Attorney and certified resolutien of Centerior
Energy's Board of Directors authorizing the signing on
behalf of Centerior pursuant to a power of attorney.

CLEVELAND ELECTRIC EXHIBITS

Exhibit Number Document

3a- * Amended Articles of Incorporation of Cleveland Electric,
effective October 30, 1987.

.

3b Regulations of Cleveland Electric, dated April 29, 1981,
as amended effective October 1, 1988 and April 24, 1990
(Exhibit 3b, 1990 Form 10-K, File No. 1-2323).

4b(1) Mortgage .and Deed of Trust between Cleveland Electric and-
Guaranty Trust Company of New York (now Morgan Guaranty'

Trutt Company of New York), as Trustee, dated July 1, 1940
(Er.hibit 7(a), File No. 2-4450).

Supplemental Inder'ures between Cleveland Electric and the
Trustee, supplemental to Exhibit 4b(1), dated as follows:

E-7
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Exhibit Number Document

4b(2) July 1, 1940 (Exhibit 7(b), File No. 2-445n).
4b(3) August 18, 1944 (Exhibit 4(c), file No. 2-9887).
4b(4) December 1, 1947 (Exhibit 7(d), File No. 2-7306).
4b(5) September 1, 1950 (Exhibit 7(c), File No. 2-8587).

Ab(6) June 1, 1951 (Exhibit 7(f), File No. 2-8994).

4b(7) May 1, 1954 (Exhibit 4(d), File No. 2-10830),

4b(8) March 1, 1958 (Exhibit 2(a)(4), File No. 2-13839).

4b(9) april 1, 1959 (Exhibit 2(a)(4), File No. 2-147''

4b(10) December 20, 1967 (Exhibit 2(a)f01, File No. 59).-

4b(11) January 15, 1969 (Exhibit 2(a)(b), Fil.e No. I 1 ).
4b(12) November 1, 1969 (Exhibit 2(a)(4), File No. 2-:: ;8).(

4b(13) Jene 1, 1970 (Exhibit 2(a)(4), File No. 2-37235).
4b;14) November 15, 1970 (Exhibit 2(a)(4), File No. 2-38460),
4b(15) May 1, 1974 (Exhibit 2(a)(4), File No. 2-50537).
4b(16) April 15, 1975 (Exhibit 2(a)(4), File No. 2-52995).
4b(17) April 16, 1975 (Exhibit 2(a)(4), File No. 2-53309).
Ab(18) May 28, 1975 (Exhibit 2(c), June 5, 1975 Form 8-A, File

No. 1-2323).
4b(19) February 1, 1976 (Exhibit 3(d)(6), 1975 Form 10-K, File

No. 1-2323). '

( 4b(20) November 23, 1976 (Exhibit 2(a)(4), File No. 2-57375).
'

4 b('z i ) July 26, 1977 (Exh.oit 2(a)(?), File No. 2-59401).
4b(22) September 27, 1977 (Exhibit 2(a)(5), File No. 2-67221).
4b(23) May 1, 1978 (Exhibit 2(b), June 30, 1978 Form 10-0, File

No. 1-2323).
4b(24) September 1, 1979 (Exhibit 2(a), September 30, 1979 Form

10-0, File No. 1-2323).

Ab(25) April 1, 1980 (Exhibit 4(a)(2), September 30, 1980 Form
10 File No. 1-2323).

4b(26) Apr1 15, 1980 (Exhibit 4(b), September 30, 1980 Form
10-0, File No. 1-2323).

4b(27) May 28, 1980 (Exhibit 2(a)(4), Amendment No. 1, File No.
2--67221).

4b(28) June 9, 1980 (Exhibit 4(d), September 30, 1980 Form 10-0,
File No. 1-2323).

4b(29) December 1, 1980 (Exhibit 4(b)(29), 1980 Form 10-K, File
No. 1-2323).

4b(30) July 28, 1981 (Exhibit 4(a), September 30, 1981, Form
10-0, File No. 1-2323).

4b(31) August 1, 1981 (Exhibit 4(b), September 30, 1981, Form
10-0, File No. 1-2323).

4b(32) March 1, 1982 (Exhibit 4(b)(3), Amendment No. 1, File No.
2-76029).

Ab(33) uly 15, 1982 (Exhibit 4(a), September 30, 1982 Form 10-0,
ile No. 1-2323).

4b(34) Leptember 1, 1982 (Exhibit 4(a)(1), September 30, 1982
Form 10-0, File No. 1-2323).

4b(35) November 1, 1982 (Exhibit 4(a)(2), September 30, 1982 Form
10-0, File No. 1-2323).

4b(36) November 15, 1982 (Exhibit 4(b)(36), 1982 Form 10-K, File
No. 1-2323).
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Exhibit' Number- Document ~ i

4b(37) May 24, 1983 (Exhibit 4(a), June 30, 1983 Form 10 0, File: +

No; 1-2323). I.

14b(38)__ 1 Hay _1, 1984 (Exhibit 4, June 30, 1984 Form 10-0, File No. . I

1-2323)._
4b_( 39)- May_ 23, 1984 (Exhibit 4, May 22, 1984 Form 8-K, File No.

1-2323),
f4b(40) June 27, 1984 (Exhibit 4L June 11,-1984: Form 8-K, File No.

1-2323).
Ab(41) September 4, 1984=(Exhibit 4b(41), 1984 Form 10-K, File

No. 1-2323).
4b(42) November 14, 1984 (Exhibit- 4b(42), 1984 Form 10-K, File

-No'. 1-2323). .

4b(43) November 15, 1984 (Exhibit 4b(43), 1984 Form 10-K, File |

No.'1-2323).-

Ab(44) April 15, 1985 'r.xhibit_4(a), May 8, 1985 Form 8-K, File

No. 1.-2323).
'4b(45). May 28 1985 (Exhibit 4(b), Ha; 8, 1985 Form 8-K, File No.

1-2323).-
4b(46)- August 1,-1985 (Exhibit 4, September 30, 1985 Form 10-0,

File No. 1-2323).<
.

4b(47) September 1, 1985 (Exhibit 4, September 30,-1985 Form 8-K,
File No. 1-2323).

-4b(48). November 1, 1985 (Exhibit 4, January 31, 1986 Form 8-K,
File No. 1-2323). _ _ .

4b(49)- April 15, 1986_(Exhibit 4 March 31, 1986 Form 10-0, File ,

No. 1-2323).
4b(50) -May .14, 1986 (Exhibit 4(a), June 30, 1986 Form 10-0, File

No. 1-2323).
Hay _ 15, 1986 (Exhibit 4(b),-June 30, 1986 Form 10-0, File4b(51) _

'No '1-2323). ._ _

4b(52) February 25, 1987 (Exhibit 4b(52), 1986 Form 10-K, File

No.-1-2323).
4b(53) October 15, 1987'(Exhibit 4, September 30, 1987 Form 10-0,

-File No. 1-2323).
'.4b' 54)) <Februa.y - 24, 1988 (Exhibit 4b(54), 1987 Form 10-X, File(

No.-1-2323)._ {

4b(55)_ September 15, 1988 (Exhibit 4b(55), 1988 Form 10-R, File
.

No. 1-2323). . _

L4b(56) May 1.2,.1989 (Exhibit 4(a)(2)(i),_ File No. 33-32724).
L4b(57) June 13, 1989 (Exhibit 4(a)(2)(ii), File No. 33-32724).

'4b(58). .0ctober 15, -1989 (Exhibit 4(a)(2)(iii), File No.
'33-32724),

~4b(59) ' January 1,' 1990 (Exhibit 4b(59),1989 Form 10-K, File- No.

1-2323).
;4b(60)_ ' June, 1, 1990 (Exhibit 4(a),. September 30. 1990 Form 10-0,

, File No. 1-2323).

L4 b( 61)-: August- 1,- 1990' (Exhibit 4(b), ~ September 30, 1990 Form
10-Q, File No. 1-2323).

4v(62)' Ma) 1, 1991 (Exhibit 4(a), June 30, 1991 Form 10-0, File-

2. 1-2323).,

_
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'10a' Indemnity Acreements: between Clevpland Electric and cer-
tain of its current directors (Exhibit 10a, 1988 Form-
10-K, File No. 1-2323).

10a(1) Key Employee Incentive Stock-Plan (Exhibit 4(d), File No.
2-37309).

- 10a(2)> -

1978 LKey Employee Stock Option Plan (Exhibit 3, File No.
2-61712). ,

22- * List of subsidiaries.
- -24a- * Consent of Independent Accountants.

24b= * Consent of Counsel for Cleveland Electric.

25 -Povers of Attorney-and 1rtified resolution of Cleveland
Electric's Board of Directors authorizing the signing-on
behalf of Cleveland Electric pursuant to a- power of
attorney (Exhibit 25(a), File No. 33-46665).

TOLEDO EDISON EXil1 BITS
'

Exhibit Number Document

3a: Amended Articles of Incorporation of Toledo Edison effec-
tive September 25, 1986 (Exhibit 3a, 1986 Form 10-K, File

:No. 1-3583)..

?3a(1)' Certificate of Amendment effective July 31, 1987- to
Amended. Articles- of Incorporation of Toledo Edison
~(Exhibit 3a(1), 1988 Form 10-K, File No. 1-3583).

3b- Code of Regulations of Toledo Edison dated January 28,-

1987, as amended effective July 1 and October 1, 1988 and
-April 24, 1990--(Exhibit 3b,- -1990 Form 10-K, File No.
1-3583).

L.

'4b(1)' Indenture,:-dated.aslof April.1,-1947, between_the Company
[ and The Chase National __ Bank of_the City of Nov York (now

The Chase Manhattan Bank =(National Association)) (Exhibit2(b),. File.No. 2-26908).
.

Supplemental Indentures between Toledo. Edison and the
-Trustee, Supplemental to Exhibit Ab(1),-dated as follows:

c4b(2) Septembet- 1, 1948.(Exhibit 2(d), File No. 2-26908).
'Ab(3) April.1, 1949'(Exhibit 2(e), File No. 2-26908).

~

14b(4), December 1, 1950 3 Exhibit 2(f),' File No. 2-26908).
4b(5)" Harch 1, 1954-(Exhibit 2(g), File No. 2-26908).
4b(6)-_ February 1, 1956 (Exhibit 2(h), File No. 2-26908).
:4b(7) May 1,1958 (Exhibit 5(g), File No. -2-59794) -

E-10
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August-1, 1967 (Exhibit 2(c), File No. 2-2600R).-4b(8)' :

-4b(9)- November 1, 1970.(Exhibit 2(c),: File No-. 2-38569).

4b(10). August 1, 1972 (Exhibit 2(c), File No. 2-44873).
.

Ab(11) November-1, 1973"(Exhibit 2(c), File No. 2-49428).

4b(12)' __ July 1,_1974 (Exhibit 2(c), File No. 2-51429).
Ab(13) October 1,-1975 (Exhibit 2(c), File No. 2-54627).

4b(14). June 1, 1976-(Exhibit 2(c), File-No. 2-56396).1

-4b(15). October 1,-1978 (Exhibit 2(c), File No. 2-62568).

4b(16) - September 1, 1979 (Exhibit 2(c), File No. 2-65350).
4b(17) September 1, 1980 (Exhibit 4(s), File No. 2-69190).
4b(18) October _1, 1980 (Exhibit 4(c), File No.-2-69190).

. April 1, 1981 (Exhibit 4(c), File No. 2-71580).4b(19) _
November 1, 1981 (Exhibit 4(c), File No. 2-74485).4b(20)

-

4b(21)~ June 1, 1982 (Exhibit 4(c), File No. 2-77763).

4b(22) September 1, 1982 (Exhibit 4(x), File No. 2-87323).

'4b(23)- April 1, 1983 (Exhibit 4(c), March 31, 1983 Form 10-0,
File No. 1-3583).-

4b(24) December- 1, 1983 (Exhibit 4(x), 1983 Form 10-K, File No.

1-3583).
4b(25) April 1, 1984 (Exhibit 4(c), File No. 2-90059).

'4b(26) October 15, 1984 (Exhibit 4(z), 1984 Form 10-5, File No.

-1-3583).
4b(27) October 15, 1984 (Exhibit 4(na), 1984 Form 10-K, File No.

1-3583).
4b(28) August 1, 1985 (Exhibit 4(dd), File No. 33-1689).

Ab(29) August 1, 1985 (Exhibit 4(ee), File No. 33-1689).

4b(30) December 1,1985 (Exhibit 4(c), File th). 33-1689).

4b(31) March 1, 1986 (Exhibit'4'' 1), 1986 Form 10-K, File No.

1-3583).
4b(32) October 15, 1987 (Exhibit 4, September 30, 1987 Form 10-0,

File No. 1-3583).-
4b(33) September 15, 1988 (Exhibit 4b(33), 1988 Form 10-K, File .

No, 1-3583).

4b(34) June 15, 1989 (Exhibit 4b(34), 1989 Form 10-K, File No.

1-3583).
.4b(35) October 15, 1989 (Exhibit 4b(35), 1989 Form-10-K, File No.

1-3583).
4b(36). May 15~ 1990 (Exhibit 4, June 130, 1990 Form 10-0, File No.,

1-3583).
4b(37) March 1, 1991 (Exhibit 4(b), June 30, 1991. Form 10-0, File

No. 1-3583).

10a_ Indemnity Agreements between Toledo Edison and certain of
its current directors (Exhibit 10a, 1988 Form 10-K, File
No.-1-3583),

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

4
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124a: ' *Concent of Independent Accountants.- t

.

24b * Consent of Counsel for Toledo Edison.

25L Povers - or: Attorney 'and certified resolution of Toledo
Edison's Board of Directors authorizing- the signing on
behalf of Toledo Edison pursuant to a power of attorney
(Exhibit 25(b), File No. 33-46665).

28(b) Financial Statements of The Toledo Edison Commany 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 vith
respect; to.long-term debt if the total amount-of-securities authorized there-
under does not exceed 10% 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 vill be fur-

-nished by'the Registrants to share owners upon_vritten request and upon re-
ceipt -in advance of.the aggregate. fee for preparation of such. exhibits at a
rate _of.S.25 per page,_.plus any postage or shipping expenses which vould be-

_

-incurred by the Registrants.
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