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We implemented a rate phase-mn plan in three
annual steps starting in 1989 fo begin re-
covering our allowed investment in the two
nuclear generating wrnits completed in 1987,
Those units will provide an environmentally
compatible source of electric power for years
to come. However, our prices are now higher
than those of many ether investor-owned
utdlities i our region.

Weare working hard to narrne that price gap. In
the 1989 rate agreement, which was reached with
customer representatives and approved by the
PUCO, we committed to using our best efforts to
delay the need for further rate increases after the
one implemented in February 1991, Al the
same time, we are committed to rewarding your
confidence int Centenor Energy as an imvestment.

To satisfy both commitments, we have charted a
course for the fut ze based on specific strategies
to achieve these primary objectives:

o To maintain earnings and the current
dividend through continued cost contain-
ment, sales and revenue enhancement and
the further pursuit of appropriate account-
ing treatment for investments and costs not
reflected in current rates.

o To meet the competition by holding the
line on electric rates, offering customers the
best possible value for their energy dollar
and working for the economic development
of the communities we serve,

¢ To strive for contin . s improvement in
operations, thus attaining optimal use of
existing facilities while maintaining our
commitment to the environment.

,,,,,

The text that follows describes our challenges
and our sirategies i more detasl. We beli ve that
the course we have charted will enable us to ful-
fill our ultimate responsibility to you —namely
to justify the confidence you have placed in us
and to enhance the value of your investment.

On March 1, 1992, Dick Miller sl retive from
his position as Chairman and Chief Executive
Officer, completing 31 vears of dedicated service
to Cleveland Electric and Centerior [nergy.
He will continue as a member of the Board of
Directors. Bob Farling will succeed Dick as
Charrman and CEQ.

Cenlerior Energy will continue working to be
recognized as a top-level performer in the energy
marketplace. That is the vision we share for
our Company. We have a strong management
organization and a team of skilled, dedicated
empioyees of whom we are justifiably “roud.
They give us the confidence that our : b iom will
hecome a reality.

Sincerely,

A L HLL.

Richard A. Miller

Robert |. Farling

February 17, 1992

......



Regulatory approval and customer support

for such accounting requests underscore out

v hidence that pursutng these strategies is a
prudent business practice. We believe that

the customer representative groups and the
regulatory commission will continue 10 support
out lorger-term operating and financial objectives
provided we continue 1o achieve our projected

cosl reductions

We will continue cur eftorts to matnfain earnings
by seeking further cost savings, advantageous
business transactions, additional wholesale power

revenues and appropriate accounting options

For example, we are secking support from the
customer representative groups for our request
to the PLICO to permit us to capitalize the
carrying charges and 1o defer depreciation on
investment placed in service since February 1988

until it is reflected in rates

Complementing these strategies, our “Total
Quality” cominitment will help us turther reduce
costs, We al*-um;uul o improve our operating
pfrhumdm ¢ ang qu.—\ln\ o service o customers
two critical factors in our strategy to compete

in todayv's challenging energy market

Meeting the Competition

Rate recovery of our investment in Perry Unit 1
and Beaver Valley Unit 2 resulted in rate increases
in 1989, 1990 and 1991 totaling aboult 20% for
Cleveland Electnie customers and 16-19% for
Toledo Edison customers. depending on the
type of customer. Our rates in both servige
areas are higher today than those of many other
investor-owned utilities in our region. As a
resull; a tew communities in OUur service area
are considering creating their own municipal

l
el

ectric systems in hopes of realizing lower

electric hills

ll\ rl‘h"l'l\ﬁi‘ we '\d\ € 1N H'Al*!'d our Pl'l’.ﬁﬂndl
contacts and developed special communications
programs tor community officials and citizen
groups in these communities. We provide
information on the financial risks and uncer
tainties of creating a municipal electnic system
and stress the superior rehability, service
guality and value to the community of an
INVESIOT - OWnNe mpany
Most municipal systems today
serve solely as distribution
systems that buy power at
wholesale costs from other
utilities. The current avai!
ability of low -cuost, wholesale
power is expected to decline
in years to come. Very little
new electric generating
capacity is under construg
tion in our regioa. Old
generating units, especially
high polluters, are expected to
be retired or equipped with
costly pollution controls

Developing an electric power
sVsiem invoives many com-

plexities: constructing the

electnical facilibes, controlling
the dispatch of po- - |, providing back-up
capabilities, meeting environmental requirements
and training a workforce to sately operate
maintain and repair highly comple  equipment
Such costly endeavors would severely drain a
commounity’s financial resources which coula
be better spent to maintain safety forces and

improve other municipal services

In the City of Toledo, where municipalization
has been under review since 1989, a citizens
review committee s expec ted to make a recom
mendation soon to City Council. A consultant’s
report in mid-1991 contended that a municipal
electric system could save customers up to W%
of the costs ex ped ted to be Pdl.’ to Toledo Edison
over the next 20 years. We provided evidence to

refute that assessment
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OUR ENVIRONMENTAL COMMITMENT

Through 1991, we continued evaluating the
complex options for complying with the Clean
Air Act Amendments of 1990, The legislation
requires substantial reductions in sulfur dioxide
(S0,) emissions trom coal-fired power plants

to be achieved in two phases

The combined 5O, emissions from Cleveland
Electric and Toledo Edison power plants alteady
have been cut by about 50% from the 1977 level
That puts us well ahead of many other Midwest
utilities which, like us, depend largely on coal
Nevertheless, the legislation regu res usto
reduce emissions further, achieving the first
phase of reductions by 1995 the second phase
by the year 2000

Our aim is to achieve those reductions at the
lowest possible cost to customers. Consequently
we are taking a multi-dimensioned approach
which emphasizes flexibility. Our approach
includes the additional use of low-sulfur coal
maximum use of our emission allowances,
demand-side management of customer load
and, after 2001, the installation of a scrubber or
other sulfur emission reduction technology at
one plant. We will seek PUCQO review of our
compliance plans in 1992

Thanks to our previous SO, reductions and

our broad-based strategy, we expect to comply
with both phases of the 1990 legislation at
comparatively moderate cost. Our an..cipated
capital expenditures and other expenses represent
the potential for a 1-2% rate increase in the late
1990s and another increase after the year 2000,
for an aggregate increase of about 3-6%. Many
other coal-dependent utilities in our region face
emission-reduction costs two or three times
higher. As they absorb those higher costs

into th ir rates, our prices will become more
competitive

Reducing emissions is just one of many ways
we maintain our commitment to the environ-
ment. We have a broad range of corporate

programs to re-use, recvele and reduce waste

Of the 600,000 tans of fly ash produced from

coal combustion ear’  war w- market more

than 10% to concre’  aanufacturers for use in
building and highway construction. We plan to
participate in a research project testing a fly
ash-compost combination as a topsoil replace-
ment. We are seeking additional opportunities
to find uses for fly ash, thus reducing landfill
requirements and disposal costs. Each year we
also sell about two mitlion
pounds of used aluminum
and copper. just two of many

materials we recycle

Many customers share out
environmental commitment
Our mid - 1991 offer of recycling
information kits to customers
at no charge drew 150,000
requests representing about
15% of our customer total

In 1991, the Board of Ditectors
created an Environmental
and Pablic Policy Cotamittee
to oversee the status and
compliance with environ-
mental laws and make recom-
mendations to management
regarding environmental
programs. We are preparing a report on our
environmenta! performance that will be offered
this spring at no charge to interested share
owners and customers

HENORTHEERN OHIOO MARKE]
We expect electricity sales in Northern Ohio
to increase about 2% annually over the next
several years. We also expect the fastest growth
to occur in the commercial sector where growth
has occurred every year since 1978 for an

agpregate increase of 39%

The recession may have put atemporary damper
on economic growth, but our Northern Ohio
service area has sutfered less than other regions
T'he local unemployment rate was lower than

the national average during the second half of










1991, Northern Ohio industries learned from
the recession of the early 1980s and have since
improved operating efficiencies, thus con-
tributing te a more resilient manufacturing base

In Cleveland, LTV Steel has inscalled major
new production facilities at ore of its plants.
This expansion, now complete, will provide us
with $8 milhon in additional annual revenues
LTV has announced plans for
a similar installation in its
other Cleveland plant to
become operational in the
mid-1990s. Ford Motor will
complete expansion of its
Avon Lake plant to begin
production of Mercury
Villager minivans in 1942
This will add §5 million to
our annual revenues

Industrial sales in the Toledo
Edison area will be boosted
in 1992 when Chrysler shifts
its Wrangler production from
Canada to the local Jeep
Assembly Plant. BP America
nlans to spend maore than
$100 nallion at its Toledo
refinery for a process to reduce
sulfur in diese! fuel. The vew facility will add
$4-5 million to our annual revenues beginning
in 1993,

In the commercial sector in 1991, Cleveland
Electric began service to some seven million
square feet of new building space. nearly half of
itelectrically heated Major new customers
include downtown Cleveland's Bank One, Society
Center and Marriott Hotel. Preparations are
moving ahead for construction of the $350 million
Gateway sports complex in Cleveland's down-
town. [t willinclude a stadium with enclosed
portions featuring electric heating and cooling
provided by Cleveland Electric

In the Toledo area, expansions are planned at
the Franklin Park Mall shopping center, the
Medical College of Ohio and the University of

Toledo. Downtown Toledo's Portside market
closed in 1989, may reapen to house a Center of
Sctence and Industry museum . Burlington Alr
Express’ new international cargo hub was com:
pleted in 1991 giving Toledo Express Airport
new air cargo and truck freight links,

In the residential sector, we coatinue promoting
use of the heat pump for electric heating and
cooling in the home. New electric heat pump
installations added some $860,000 to annual
revenues in 1991 and are expected to contribute
nearly $1 million to revenues in 1992, Increased
heat pump saturation also helps to raise system
load factor, which means we get more use from
our generating equipment

WAUR DIRECTION FOR THE FUTLRE

Conterior Energy adheres to the traditions

of service reliability, concern for customers

and responsiveness to share owners. We also
believe in the worth of creativity, innovation
and resourcefulness. This is reflected in our
willingness to proneer new approaches to
improve financial results, build relationships
with our customers and meet new technological
demands

We are living i very challenging times, but we
are set on g comse of action that we believe will
meet those challenges, We often have said that
our employees are our single most important
resource. They have contributed significantly .o
corporate achievements in the past year and we
count on them for further contributions in the
years o come,

With the help of this dedicated workforce

and the cooperation of customer representative
groups and regilators, we are confident we can
achieve our sfrategic objectives, maintaining
carnings and the current dividend, meeting the
competition and improving operations. We also
are confident that, in doing so, we will fulfill
that of

enhancing the vilue of vour investment

our prime responsibility to you



units-of -production tion rate for Davis
Besse ve January 1, 1990, which recognized the
life extension. See Note 11

Effective January 1, 1991, the Operating
Companies chenged their method of accounting for
nuclear plant depreciuuon from the units-of-
procuction method 1o the straight-ine method at
about a 3% rate. The PUCO approved this change
in accounting method for each rating Company
and subsequently a ed a change 0 lower
the 3% rate 1o 2 5% for the three atng nuclear
units retroactive to lanuary 1, 1991 See Notes 12
and 13,

The rating Companies use exiernal funding
of future decommussioning costs for their operating
nuclear units pursuant to a PUCO order. Cash
contributions are made 1o the funds on a straight-line
basis over the remaining licensing period for each
unit. Amounts currently in rates are based on past
estimates of decommissioning costs for the Operating
Companies of $122.000.000 in 1986 dollars for Davis
Besse and $72.000.000 and $63,000000 in 1987
Jollars for Perry Unit 1 and Beaver Valley Unit 2,
respectively. Actual decommissioning costs are
expected 1o significantly exceed these vstimates
It s expected that increases in the cost estimates will
be recoverable in rates resulting from future rate
proceedings. The current level of expense being
funded and recovered from customers over the
remaining licenwu&eriudu of the units 18
approximately $8.000. annually. The present
funding requirements for Beaver Valley Unit 2 also
satisfy a similar commitment made as part of the sale
and leaseback transaction discussed in Note 2.

FEDERAL INCOME TAXES

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

in deferred charges. A substantial portion of this
amount relates to differences between the hook and
tax bases of utility plant. Hence. the recvery of these
amounts wili take place over the lives of the related
assets,

Investment tax credits are deferred and amort red
aver the estimated lives of the applicable property.
The amortization is reported as a recuction of
depreciation expense under the lability method.
See Notwe 7.
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DEFERRED GAIN AND LOSS PROM
SALES OF UTIATY PLANT

The Operating Companies entered into sale and
leaseback transactions in 1987 for the coal fired Bruce
Mansheld Generating Flant (Mansfield Plant) and
Beaver Valley Unit 2 as discussed in Note 2. These
transactions resulted in 4 net gain for the sale of
Mansheld Plant and a net loss for the sale of Beaver
Valley Unit 2, both of which were deferqed. Tho
Operating Companies are amortizing ‘o appicable
deferred gain and loss over the terms of wase ) under
sale and leaseback agreements. The amortizahons
along with the lease expense amounts are recorded as
other operation and maintenance expense.

INTEREST CHARGES

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

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

PROPERTY, PLANT AND EQUIMMENT

Projerty, plant and equipment are stated at original
cost less any amounts ordered by the PUCO to be
written off. Included in the cost of construction are
itemns such as related payroll taxes, pensions, frirge
benefits, management and general overheads and
allowance for funds used during construction
(AFUDC). AFUDC represents the estimated
composite debt and equity cost of funds used to
finance construction. This noncash allowance is
credited to income, except for certain AFUDC for
Perry Nuclear Power Plant Unit 2 (Perry Unit 2) See
Note 3(¢). The g-oms AFUDC rates averaged 10 7% in
1991, 10.8% in 1990 and 11.2% in 1989,

Maintenance and repairs are charged 1o expense as
incurred. The cost of replacing plant and equipment
s charged to the utility plant accounts, The cost of
property refired plus removal costs, after deducting
any salvage value, is charged to the accumulated
provision for depreciation.

RECLASSIFICATIONS

Certain reclassifications have been made to prior
years’ financial statements to make them comparable
with the 1991 fAnancial statements and consistent
with current reporting requirements. These include
reclassifications related to certain wholesale power
sales revenues as discussed previously under
“Revenues ' and accumulated deferred rents as
discussed in Note 2.




[ Summary of Significant Accounting Policies
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GENERAL

Centerior Energy C(‘:Kouuon (Centerior Energy ) is &
holding company with two electric utilities as
subsidiaries, Cleveland Electnie Hluminatin

Company (Cleveland Electric) and The To
Edison Company (Toledo Edison). The consolidated
financial statements also include the accounts ol
Centerior Energy's other waolly owned subsidiary,
Centerior Service Company (Service Company ), and
Cleveland Electric's wholly owned subsidianies. The
Service Company provides management. financial,
administrative, engineering, legal and other services
at cost to Centerior F gy, Cleveland Electric and
Toledo Edison. Cleveland Electric and Tolede Edison
(Operating Companies) operale as separate
companies, each serving the customers in its service
area. The preferred stock, first mortgage bonds and
other debt obligations of the Operating Companies
continue to be outstanding securities of the issuing
utility. All significant intercompany items have been
eliminated in consolidation.

Centerior Energy and the Operating Companies
follow the Uniform System of Accounts prescribed by
the Federal Energy Regulatory Commussion (FERC)
and adopted by ‘f'he?\‘:blic Utilities Commission of
Ohio (PUCO). As rate-regulated utilities, the
Operating Companies are subject to Statement of
Financial Accounting Standards 71 which governs
accounting for the effects of certain types of rate
regulation. The Service Company follows the Uniform
System of Accounts for Mutual Service Companies

scribed by the Securities and Exchange

ommission (SEC) under the Public Utility Holding
Company Act of 1935

Operating Companies are members of the
Central Area Power Coordination Group (CAPCO),
Other members include Duguesne Light Company
(Dugquesne), Ohio Edison Company (Ohio Edison)
and Chio Edison's wholly owned subsidiary,
Pennsylvania Power Company (Pennsylvania
Power). The members have constructed and operate
tion and transmission facilities Jor the use of

the CAPCO companies.
REVENLUES
Customers are billed on a monthly cvcle basis for their
energy consumption based on rate schedules or
contracts authorized by the PUCO or on ordinances
with individual municipalities. An accrual 1s made at
the end of each month to record the estimated
amount of un*illea revenues for kilowatt-hour sales
rendered in the current month but not billed by the
end of that month.

A fuel factor 1s added to the base rates for electric
service. This factor s designed to recover from
customers the costs of fuel and most purchased

wer. It s reviewed and adjusted semiannually in a

UCO proceeding.

Operating revenues include certain whaolesale

er sales revenues in accordance with a FERC
clarification of reporting requirements. Pror to 1991,
these bulk power sales transactions were netted with
purchased power transactions and reported &5 part

of fuel and purchased power expense. The amouny
for prior years have also been reclassified to conform
with current reporting requirements. See Note 13

FUEL EXPENST

The cost of fossil fuel 1s charged 1o fuel expense based
on inventory usage. The cost of nuclear fuel
including an interest component, is charged to fuel
expense based on the rate of consumption. Estimated
future nuclear fuel disposal costs are ® recovered
through the base rates

The Operating Companies defer the differe ces
between actual fuel costs and estimated fuel costs
currently being recovered from customers through the
fuel factor. This matches fuel expenses with fuel-
related revenues.

FRE-PHASY O% a%T : ] TR RER A
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CARRYING CHALR

The PUCO authorized the Operating Companies to
record, as deferred chlr?vs. certain operating expenses
and carrving charges related to Perry Nuclear Power
Plant Unit 1 (Perry Unit 1) and Beaver Valley Powet
Station Unit 2 (Beaver Valley Unit 2) from their
respective in-service dates in 1987 through December
1988 Amortization and recovery of these deferrals
(called pre-phase-in deferrals) began in January 1989
in accordance with the lanuary 1989 PUCO rate
orders discussed in Note 6. The amortizations will
continue over the lives of the related p v

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

P T o Ty e 2B 2 v - v
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The cost of property, plant and equirn\ent i
depreciated over their estimated useful lives on a
straight-line basis Prior to 1991, only nonnuclear
property, plant and equipment was depreciated on a
straight-line basis, as depreciation expense for the
nuclear generating units was based on the units-of-
production method,

The annual straight-line depreciation provision for
nonnuclear property expressed as a percent of
average depreciable utility plant in service was 3.4%
in 1991, 3.3% in 1990 and 3 8% in 1989 The rate
declined in 1990 because of a PUCO-approved change
in depreciation rates effective January 1, 1990,
attributable to longer estimated hives for nonnuclear
property. See Note 13

In 1997 the Nuclear Regulatory Commission
(NRC) approved a six-vear extension of the operating
license for the Davis-Besse Nuclear Power Station
(Davis Besse) The PUCO approved a change in the
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The increases in base ‘mfa andﬂ:ﬂxﬂhn«;:;o
revenues resulted primanly from anuary
HJCOMM@:WBWn ompanies The
ruco oo mrmh increases nb‘:‘-s ‘Meﬁwtlve in
February compa rate increases
of 4.35% fur Cleveland Electric and 2.74% tor Toledo
Edison effective in February 1991 However, as part of
Toledo Edison’s efforts to improve its competitive

ition in its service area, Toledo Bdison waived its

74% rate increase for residential and small
commercial customers and reduced its residential rates

3% effective in March 1991 and by an additional
1% effective in September 191 See Note 6 Total
kilowatt-hour sales increased 1.2% in 1991, Residential
and commercial sales increased 4 7% and 48%,
respectively, as a result of higher usage of cooling
equipment in response 1o the unusually warm late
spring and summer 1991 temperatures. The
commercial sales increase was also influenced by
some improvement in the economy for the
commercial sector. Industnal sales declined 5% largely
because of the recession-driven slump in the steel,
auto and chemical industries. Other sales increased
9.1% because of increased sales to wholesale
customers and public authorities.

Operating expenses increased 3% in 1991, The
increase was mitigated by a reduction of $62,000,000
in other operation and maintenance expense. resulting
primarily from cost-cutting measures. Offsetting this
decrease were an increase in federal income taxes
because of higher pretax operating income; an
increase in fuel and purchased power expense
resulting primarily from increased amortization of
pnvioul-lz' deferred fuel costs over the amount
a | in 1990; an increase in taxes, other than
federal income taxes, resulting from higher pr ¥
and gross receipt taxes and accruals for Pennsylvania
tax increases enacted in August 1991, and lower
operating expense deterrals tor Perry Unit | and
Beaver Valley Unit 2 pursuant 10 the January 1989
PUCO rate orders.

Credits for carrying charges recorded in
nonoperating income decreased in 1991 because a

ater share of our investments and leasehold
nterests in Perry Unit 1 and Beaver Valley Unit 2
were recovered in rates. The federal income tax
provision related to nonoperating income increased
mainly because the 1990 provision was reduced by
$37522.000 for federal income tax adjustments
associated with previously deferred investment tax
credits relating to the 1988 write-off of nuclear plant.

1990 vs. 1989

Factors contributing to the 2.8% increase in 1990
operating revenues are as follows:

increase
Change in Operating Revenues {Decrease )
Rates and Miscelianeous $152,000,000
Sales m\m'\fcand M“‘mla A {54,000 000)
Perry ] apacity * 1o Ohio Edison

and Pennsylvania Power (32,000,000

$ 66 000000

STRSTITERIETN

The major factor accounting for the increase in
operating revenues was related to the January 1989
rate orders for the Operating Companies. The
PUCO approved rate increases for the Operating
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Companies of 9 effective in February 1989 and 7%
effective in February 1990, The associated revenue
increase in 1990 was partially offset by reduced
revenues resulting from a 4 1% decrease in total
kilowatt-hour sales. Industrial sales decreased 2 8%
because of the recession beginning in 1990
Residential sales decreased 2.1% as seasonal
temperatures were more moderate in companson 1o
the prior year's temperatures, resulting in reduced
customer heating and cooling -related demand.
Commercial sales increased 0.3% as increased
demand from new all-electric office and retail space
was offset by the effects of mild weather, Other sales
activity decreased 186% as a result of lower
whalesale sales caused in part by Toledo Edison's
municipal utility customers satisfying a greater
Pomon of their power needs from other sources, The
nerease in revenues was also partially offset by the
loss of revenues related o the May 1989 expiration of
Cleveland Electric s agreement to sell a %onﬁon of its
share of Perey Unit 1 capacity to Ohio Edison and
Pennseylvania Power.
Operating expenses decreased (0.3% in 1990,
Depreciation and amortization expense decreased
marily because of lower depreciation rates used
in 1990 for nonnuclear and Davis-Besse
mp«ny attributable to longer estimated lives and
ause of longer nuciear generating unit refueling
and maintenance outages 1in 1990 than in 1989
Federal income taxes decreased primanly because of a
decrease in pretax operating income. These
decreases in operating expenses were partially offset
by an increase in taxes, other than federal income
taxes, resulting fro 1 higher property and gross
receipts taxes, ar by lower operating expense
deferrais for Per y Umit 1 and Beaver Valley Unit 2
Credits for cartying charges recorded in
nonoperating income decreased in 1990 because a
ater share of our investments and leasehold
interests in P Unit 1 and Beaver Valley Unit 2
were recovered in rates. The decrease in the federal
mcome tax provision related to nonoperating income
was the result of a decrease in pretax ponoperating
income and federal income tax adjustments of
$37522.000 assoctated with previously deferred
investment tax credits relating to the 1988 write-off of
nuclear plant. Other income and deductions, net,
decreased primarily because of less interest income in
1990

l"fl‘._". 4 | Y'QI-;.AI“_.'\\

Although the rate of inflation has eased in recent
years, wo are still affected by even modest inflation
since the regulatory process introduces a time-la
during which increased costs of our labor, matenals
and services are not reflected in rates and recovered.
Moreover, regulation allows only the recovery of
historical costs of plant assets through depreciation
even thouﬁh the costs 1o replace these assets would
sut stantially exceed their historical costs in an
inflationary economy

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




Management’s Financial Analysis

RESULTS OF ONMERATIONS

Overview

The January 1989 PUCQO rate orders fo. the Operating
Coa-?ﬂnm. as discussed in Note 6, were designed to
enable us 10 begin recovering in rates the cost of and
earn a tair return on. our allowed investment in
Perry Unit 1 and Beaver Valley Unit 2. The rate
orders, which provided for three rate increases,
improved revenues and cash flow. in 1989, 1990 and
1991 from the 1988 levels, However, as discussed in
the first four paragraphs of Note 6. the phase-in
plans were not designed to improve earn because
gains in revenues from the higher rates and assumed
sales growth are initially offset by a corresponding
reduction in the deferral of nuclear plant operating
cz'nm end carrying charges and are su uently
o by the amortization of such deferrals.

Although the phase-in plans had a positive effect
on revenues and cash flows, there are a number of
factors that exerted a negative influence on earnings
in 1991 and will continue to present significant
earnings challenges in 1992 and bevond One such
factor 1s related to facilities placed in service after
February 1988 and not included in rate base. The
Operating Companies are required to record interest
charges and depreciation on these facilities as current
expenses even though such dems are not yet
recovered in rates. We also are facing the challenge of
competitive forces, including new initiatives to create
municipal electric systems. The need to mee
competitive threats, coupled with a desire to
eocourage economic growth in the service area, s
prompting the Operating Companies to enter into an
increasing number of contracts having reduced rates
with certain larre customers. Competitive lorces also
prompted Toleas Edison to implement rate
reductions in 1991 for residential and small
commercial customers. Factors beyond our control
also having a negative influence on earnings are the
economic mcen:?(:n, the effect of inflation and
increases in taxes, other than federal income taxes.

We have taken several steps to counter the adverse
effects of the factors discussed above. We have
mmplemented most of the recommendations of the
management audit discussed in Note 6 and have
taken other actions which reduced other operation
and maintenance expense by approximately
$62.000,0K in 1991, As discussed in the Summary of
Significant Accounting Policies and Note 12, we
sought and received PUCO approval to lower our
nuclear plant de ation expense in 1991 to a level
more closely ahgned with the amount being
recovered in rates. In addition, we have increased our
efforts to sell power to other utilities which, in 1991,
residted in approximately $33,000,000 of revenues in
excess of the cost of providing the power.

Despite the positive aspects of the measures
discussed above, more must be done to maintain
earnings. Continuing cost-reduction efforts will be
necessary to lessen the negative pressures on
earnings. We are agg;ressivel)' seeking fong-term
power contracts with whaolesale customers to further
enhance revenues. To counter the effects of delays i
recovening new investment since 1988 and related
costs in rates, we have requested PUCO approval 1o
accy ¢ posi-in-servicy carrving costs and doter

depreciation for facilities that are in service but not yet
recognized n rates. PUCO action on this request has
been postponed under the joint recommendation
approved by the PUCO discussed below.
In December 1991, the PUCQO approved a joint
recommendation of the Operating Companies and
customer representative groups involved in the 1989
rate case sertlement The joint recommendation
sought 0 secure an interim resolution of then-
pending accounting applications in 1991 and to
establish a framework for resolving accounting issues
and refated matters on a longer-term basis (ie, 1992.
1995). As part of this joint recommendation, the
C:E-uhng ompanies agreed 1o limit thuir combined
1992 oiher operation and maititenance expenses and
capital expenditures to $1.050.000,000, exclusive of
compliance costs related o the Clean Air Act
Amendments of 1990 (Clean Air Act). Other
eperation and maintenance expenses and capital
expenditures totaled $1.005,000,000 in 1991 The
Operntmf Companies and the customer :
representative groups also agreed to an ongoing |
review of our business operations, finundal condition |
and acmummr &mmkm This eHfort, with the
participation of the PUCO staff. is directed at the
maintenance and ultimate improvement of out
financial condition, the improvement of the
elficiency of our operations, and the delay and
minimization of future rate increases. The Operating
Companies also agreed not to seek any base rate
increase that would become effective before 1993,
We continually face competitive threats from
municipal electric systems within our seérvice territory,
a challenge intensified by municipal access to low.
cost power currently avallable on the wholesale
market, As part of our competitive strategy, we are
strengthening programs that demonstrate the added
value inherent in our service, beyond what ane might .
recetve from a municipal electric system. Such |
programs include providing services o communities -
to helr them retain and attract businesses, providing
consulting services to customers to improve thei
energy efficiency and developing demand side
management programs. To counter new
municipalization inihatives, we are also stressing the
financial risks *nd uncertainties of creating a
municipal syste.. and our superior reliability and
service.
Annual sales growth is expected to average about
2% for the next several years, contingent on future
economic events. Recognizing the limitations
imposed by these sales pm{ecunm and ourrent
competitive pressures. we will utilize our best efforts
to minimize future rate increases through cost-
reduction and quality -of-service efforts and exploring
other innovative options.  Evontually, rate increases
will be necessary 1o recognize the cost of our new
capital investment and the effect of inflation

1891 vs. 1990
Factors contributing to the 5 5% increase in 1991
uperating revenues are as follows:

Change in Operating Revenues Increase
fase Rates and Mixcellaneous $ 56000 000
Sales Volume and Mi 25,000 (0
Whalesale Sales 19,000.000

$133 00000




= Management’s Financial Analysic

CAPITAL RESODURCES AND LIQUIMTY

‘- In addition to our need for cash for normal corporate
operations, we continis to need cash for an ongoing
program of constructing new facilities and modifying
existing {... ities to meet anticipated demand for
electric service, comply with governmental
regulations and protect the environment. Cash is also
needed for the mandatory retiremer) of securnties

| Over the three vear period of 19841991, these

? construction and mandatory retiremeni needs totaled
approximately $1.250,000.000. In addition, we
exercised various options to redeem and purchase

! approximately $480,000,000 of our securities

; As a result of the January 1989 PUCO rate orders
| internally generated cash increased in 1989, 1990 and
1 1991 from the 1988 level In addition, we raised
$1,463,000,000 through security issues and term bank
loans during the 19891991 period as shown in the
Cash Flows statement. During the three-year period,
the Operating Companies also utilized their short.
term borrowing arrangements (explained in Note 11)
to help meet their cash needs. Proceeds from these
financines were used to help pav for our construction
program, to repay portions of short-term debt
incurred to finance the construction program, fo retire,
redeem and purchase outstanding securities, and for
general corporate purposes.

Estimated cash requirements for 19921994 for
Cleveland Electric anu Toledo Edison, respectively,
are $693.000,000 and $248,000.000 for their
construction programs and $464.000,000 and
$241,000,000 for the mandatory redemption of debt
and preferred stock. Additionally, Cleveland Electric
has arra to refund in 1992 $78,700,000 principal
amount of its First Mortgage Bonds, 13%% Series due
2012 by ssuing an equal principal amount of first
mortgage bonds due 2013 having an effective interest
cost of 8.25% Cleveland Electric and Toledo Edison
expect to finance externally about 50% of their total
1992 construction and mandatory redemption
requiretnents of approximately $286.000,000 and
$180,000 007 respectively. About 50-60% of the
| Operating Comparies’ 1993 and 1994 requirements
L are expected 1o be financed externally. If economical,

additional securities may be redeemed under

optional redemption provisions. See Notes 10(d) and
(¢} for information concerning limitations on the
issuance of preferred and preference stock and debt

Our capital requirements after 1994 will depend on
the implementation strategy we choose 1o achieve
compliance with the Clean Air Act Expenditures for
our optimal plan are estimated to be approximately
$190,000.000 over the 19922001 period. See Note
3(b).

We expect 1o be able 1o raise cash as needed, The
availability and cost of capital to meet our external
financing needs, however, depends upon such factors
as financip! market conditions and our credit ratings
Current s¢. rities ratings for the Operating
Companies are as follows

Standard Moody's
& Poors Investon
Cosporation Service
Cleveland Fleotr
First mortgage bonds BB Baa2
Preferred siock BB banl
Taolede Edison
First mortgage bonds HB® Baal
Unsecured notes AR+ Bal
Preferred stock BB+ ha?

Barring unforeseen circumstances, we believe that
ihe rate orders and recent regulatory actions, coupled
with stringent cost controls, have given us a
reasonable oprartunity to achieve hnancial results
which should e, mit Centerior Energy to continue the
current quarterly common stock dividend of § 40 per
share. Nevertheless, dividend action by our Board of
Directors will continue to be decided on a quarter-to-
quarter basis after the evaluation of financial results,
potential earning capacity and cash flow. A write-off
of our investment in Perry Unit 2, as discussed in
Note 3{c), would not reduce our retained earnings
sufficiently to impair our ability to declare dividends
and would not atfect our cash flow,

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

R ———
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CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

For the years ended December 31,

1991 R . . AR . . S
(thousands of dollars. except per share amounts)
Operating Revenues . $2.560,252 $2.427 441 $2.361,304
Operating Expenses
Fuel and purchased power . | 499,672 472,297 472,654
Other operati~m and maintenance 801,225 B62.738 B60,138
Depreciation and amortization 242,708 242,153 272671
Taxes. other than federal income taxes . 304,709 283,425 259,871
Phase-in deferred operating expenses . . (22,222) {50,940) (74,555)
Amaortization of pre-phase-in deferred costs 16.529 17,272 16,335
Federal income taxes i 137 581 96,076 122,385
1,980,202 11,923,021 1,929,529
Operating Income . ... ... . 580,050 504,420 431,775
Nonoperating Income
Allowance for equity funds used during construction . 9,251 7,883 16,930
Other income and deductions, net o 5248 145 14,368
Phase-in carrying charges g 109,601 205,085 299,159
Federal income taxes — credit (npenu-) ........ (30,328) (12948 _(73177)
93,871 200,165 257,280
Income Before Interest Charges and Preferred Dividends 673,921 _704,58° 689,055
Interest Charges and Preferred Dividends
Debt interest . BRI -3 e ot L v _ 381,280 284.278 369,481
Allowance for bcvrmwed iunds used during construmon 5 (5,248) (5,993) (12,929)
Preferred div.dend requirements of subsidiaries . 60,649 ALY 65617
416,681 45126 422,169
L R e e § 237240 $ 264,459 $ 266 886
Average Number of Common Shares Outmrldmg
(thousands) ..... .. .. e rpriad 139,104 138,885 140,468
Earnings Per Common Share - $ 1.71 $ 1% $ 1
Dividends Declared Per Common Share ... . $ 1,60 § 10 $ 180
Retained Earnings
___For the years ended December 31,
1941 __1_999' . 1989 _
(thousands of dollars)
Balance at Beginning of Year. . . § 654 836 $ 613,774 § 571,882
Additions
Net income 287,240 264427 266,886
Deductions
Common stock dividends . ‘ {222,233) (222.482) (224,947)
Other, primarily preferred stock redempnon exponses nf
subsidiaries . {J60) __(915) &7
Net Increase 14,041 __A1.062 . 41892
Balance at End of Year $ 66887 $_654,83¢ $ 613,774



- December 31,
1991 1990
(thousands of dollars)
ASSETS
PROPERTY, PLANT AND EQUIPMENT
Utility plant in service. . ... .. ... YArs § 8888219 § 5636219
Less: accumulated dewmmﬂn and amorﬂuuon v 2,274,489 2038510
6,613,730 6,597,700
Convmwnmklnmm U VA4 py VYRR e A AR 215,855 268,386
Perry Unit2.......... R T P e e 850,573 865149
7,680,158 7.731.244
Nuclear fuel, net of amortization ... .. .. ... .. ... 458,414 522672
Other property, lenaccumuluoddepmdmonm . v e 44,513 45452
8§ 183,085 8,299 368
CURRENT ASSETS
Cask and temporary cash investments ... . . =4 177,381 53,278
Amounts due from customers and others, net ... 228,754 242,761
Unbilled revenues .. ... ............. . 107 844 RO, 866
Materials and supplies, at average cost .. .. . ... e 125,618 108,758
Fossil fuel inventory, at average cost T Y P 57,893 52578
Taxes lpplkohk to succeeding years . . 234,096 218,444
Lot HES A, . AT ok 9,298 ... %1
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 2sale. . 114,174 119.623
Unamortized loss on reacquired debt 75,265 80,564
Carrying charges and operating expenses, pre- phue W viiaigain 612,852 629,530
Cmytn; charges and opetating expenses, phue«m e 761,571 629,744
...................... S 208, 333 202,895
2918120 2,828,260
Total Assets .. ............c..ciiiiirnernsnns o SEJ"U{"’(‘IS‘? §11,894,235

The accompanying notes and summary of significant accounting policies are an integral part of tais statement.
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. Stateme»+ of Cumulative Preferred Stock CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

i 1991 Shares Current . December 31,
. Outstanding Call Price 1991 _ 1990
CLEVELAND ELECTRIC {thousands of d llars)

Without par value, 4,000,000 preferred shares authorized
Subject to mandatory redemption:

§ 738 Series C......... Vo 170,000 $ 10000 $ 17,000 $ 18,000
8800 Series E. ....... .. .. 27,000 1,030.61 27,000 30,000
7500 Serles F............ - - - 2,084
14500 Series 1 ............. - - - 13,776
11350 Series K... .......... - - 10,000

Adjustable Series M ... ... . .. 400,000 102.00 38,200 49,000
9125 Series N .. ... ..., . 750 W00 105.07 73,968 73,968
9150 Senies Q .. ... .. . 75,00 - 75 000 o
8800 Series R ... ... . . . 50,000 - 50000 =
2P0 168 73
Less: Current maturities 13 BOO 25 969

268, 368 171,162
Not subject to mandatory redemption: s S

$ 740 Series A ... ... 500,000 101.00 50,000 50 000
756 Series B............ 450,000 102.26 45,071 45,071
Adjustable Series L. . ... ... 500,000 103.00 48,950 48 950
Remarketed Series P........ ... 750 100,000.00 73,313 733103
v 217.334 :
TOLEDO EDISON LI/

$100 par value, 3,000,000 preferred shares authorized and $25 par value,
12,000,000 preferred shares authorized
Subject to mandatary redemption;

; $100 par $1100 . ............ 24,925 161.00 2,483 3,483
@375 ... 133,450 103.46 13,245 15,010

Bngr 281 ..., . 2,000,000 26.56 50,000 50,060

65,828 68,493

| Less: Current maturities ‘.7105 2,165

63,663 66,328
Not subject to mandatory redemption: ; T

$100 par $ 425 .. . 160,000 104625 16,000 16,000
L PR L L T 50.000 101.00 5,300 5,000
BB+ vcsinaviyes 100,000 102.00 10,000 10,000
B33 i A 100,000 102 .46 10,000 10,000
i YT PR . 150,000 102.437 15,000 15.000
| 2. | R : 150,000 101.65 15,000 15,000
OB < 190,000 101.00 19,000 +9.000
i Bpar 221 ...l 1,000,000 2525 25,000 23,000
| 2.365 . . 1,400,000 2845 35.000 35,000
Series A Ad]ustable 1,200,000 25.75 B(l 000 30,000
Series B Adjustable 1,200,000 25.75 36,000 30.000
10
CENTERIOR ENERGY <0000 210000
Without par value, 5,000,000 preferred shares authorized, none outstanding -
Total Preferred Stock, with Mandatory Redemption Provisions .. ............ ... $332,031 $237,490

Total Preferred Stock, without Mandatory Redemption Provisions ... ... ... . ... $427304  $4272,3%4

, The accompanying notes and summary of sigrificant accounting policies are an integral part of this statement.
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('3) CONSTRUCTION AND CONTINGENCIES

(a) CONSTRUCTION PROGRAM

The estimated cost of our construction program tor the
19921994 is $991,000,000, including AFUDC
of $50,000,000 and excluding nuclear fuel.

In an agreement approved by the PUCQO, the
Operating Corapanies have agreed to limit their
combined 1992  her operation and maintenance
expenses and capital expencitures to §1,050,000,000,
exclusive of compliance costs related to the Clean Air
Act, Within this lim tation, capitsl expenditures are
budgered at $250,.000,000, exclusive of the Clean Air
Act compliance cosis,

(b} CLFAN A/R LEGISLATION

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

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

Qur final compiiarce plan will depend upon future
envirohmental regula‘ions and input from the PUCQO,
other regulatory bodies and other concerned entities,
If a plan other than the least cost plan is required,
significantly higher capital expenditure. could be
required during the 1992-2001 period

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

(¢} PERRY UNIT 2

Perry Unit 2, including its share of the common
facilities, is approximately 50% complete. Construction
of Perry Unit 2 was suspended in 1985 pending future
consideration ©of various options, including
resumption of full construction with a revised
e~timated cost, conversion to a nonnuclear design.
sale of all or part of our ownership share. or
cancellation. No option may be implemented without
the unanimous approval of the owners. In October
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1991, Cleveland Electric, the company responsibie for
the construction of Perry Unit 2, applied for a ten-
year extension of the construction permit which was
to expire in November 1991. Under NRC regulations,
the construction permit will remain in effect while
the application s pending. We expect the NRC to
grant the extension.

In February 1992, Cleveland Electric purchased
Duquesne's 13.74% ownership share of Perry Unit 2
for $3.324.000. This purchase increased the Operating
Companies’ ownership share of the unit to 64 76%,
with the remainder owned by Ohio Edison and
Pennsylvania Power. The purchase does not signal
any plans to resume construction of Perry Unit 2, but
rather our intent to keep our options open. Duquesne
had stated that it would not agree to resumption of
construction of the unit

If Perry Unit 2 were to be canceled, then our net
investment in the unit (less any tax saving) would
have to be written off. We estimate that such a write-
off, based on our investment in this unit as of
December 31, 1991 and after adjustment for the
February 1992 purchase of Duquesne's ownership
share, would have been about $438,000,000. after
taxes. See Notes 10(d) and (e) for a discussion of
potential consequences of such a write off

If a decision is made to convert Perry Unit 2 to a
nonnuclear design in the future, we would expect to
write-off at that time a portion of nur investment for
nuclear plant construction costs not transferable to the
nonnuclear construction project.

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

(@) SUPERFUND SITLS

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

(4) NUCTLEAR OFERATIONS AND
CONTINGENCIES

(a) OPERATING NUCLEAR UNITS

Qur interests in nuclear units may be impacted by
activities 0. events bevond our control. Operating
nuclear generating units have experienced unplanned
outages or extensions of scheduled outages because
of equipment problems or new regulatory
requirements. A major accident at a nuclear facility
anywhere in the world could cause the NRC to limit
or prohibit the operation, construction or licensing of
any nuclear unit. If one of our nuclear units is taken
out of service for an extended period of time for any
reason, including an accident at such unit or any

A B =N p=——— -






L phase-in plans, the Operating Companies deferred

the following:
| 1991 1990 1989
g (thousands of dollars)
Deferred Operating Expenses . .. $ 22222 % 80940 § 74555
Carrying Charges :
Debst : 4 $ 306801 § TIVR2 $111714
Bauit ... .. 9000 132303 1874485

$109.601 $205085 $299159

The amount of deferred operating expenses and
carrving; charges scheduled to be recorded in 1992 and
1993 toral $84,000,000 and $24,000,000, respectively.
Beginning in the sixth year (1994) and continuing
through the tenth vear, the revenue levels authonzed
pursuant to the phase-in plans were designed to be
sufficient to recover that penod's operating expenses,
a fair return on the unrecovered investments, and the
amortization of the deferred operating expenses and
carrying charges recorded during the earlier years of
the plans All phase-in deferrals relating to these two
units will be amortized and recovered by December
31, 1998

The phase-in plans were also designed so that
fluctuations in sales should not afiect the level of
earnings. The phase-in plans permit the Operating
Companies to request PUCO approval of increases or
decreases in the phase-in plan deferrals to
compensate for the effects of fluctuations in sales
levels, as compared to the levels projected in the rate
orders, and for 50% of the net after tax savings in
1989 and 1990 1dentified by the management audit as
discussed below. Pursuant to these provisions of the
orders, the Operating Companies recorded ne
adjustments to the cost deferrals in 1989 and
recorded adjustments to increase the cost deferrals by
| approxriately $10,000,000 and $28,000,000 in 1990
i anc 1991, respectively.

In connection with the 1989 orders, the Operating
Companies and the Service Company have
undergone a management audit. which was
completed in April 1990, The aud't identified potential
annual savings in operating expenses in the amount
of 398160000 from 1989 budget levels, 55%

s ($53,988.000) for Cleveland Electric and 45%

' ($44.172.000) for Toledo Edison. The Operating
Companies realized a large part of the savings in 1991,

Fifty percent of the savings identified by the

| management audit were used to reduce the &% rate

' increase scheduled to be effective on February 1, 1991
for each of the Operating Companies. As discussed

; previously, Cleveland Electric rates increased 4 .35%

' and Toledo Edison rates increased 2.74% under this

B
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provision with the PUCO’s approval. The rate impact
was different for the two companies because much of
the savings were expected to be achieved in areas
such as nuclear operations in which Toledo Edison
was to achieve greater savings relative 1o its size

In late 1990 in a move to become more competitive
in Northwest Ohio, Toledo Edison proposed a rate
reduction package to all incorporated communities in
Toledo Edison’s service area which are served
exclusively by Toledo Edison on a retail basis. The
puckage called for the elimination of the 2 74% rate
increase effective February 1, 1991 jor all residential
and small commercial customers, a reduction in
r -+ fential rates of 3% on March 1, 1991 and a further
residential rate reduction of 1% on September 1, 19791,
Communities accepting the package agreed to keep
Taoledo Edison as their sole supplier of electricity for
a period of hve years. The package also perouts
Toledo Edison to adjust rates in those communities on
February 1, 1994 and February 1, 1995 it inflation
exceeds specified levels or under emergency
conditions. All eligihle communities in Toledo
Edison’s service area, except the City of Toledo.
accepted the rate reduction package, In March 1991,
Toledo Edison obtained PUCO approval to reduce
rates to the same levels for the same customer
categories in the City of Toledo and the rest of its
service area. Annualized revenues were reduced by
about $17.000,000 as a result of these rate reduction
packages. The revenue reductions do not adversely
affect the phase-in plans as the decrease in revenues is
mitigated by the cost reductions resulting from the
management audit.

The 1989 orders also set nuclear performance
standards through 1998, The Operating Companies
could be required to refund incremental replacement
power costs if the standards are not met, No refund
was required in 1991 nor is one e, cted for 1992, The
Operating Companies banked $2... )0 in benefits
in 1991 for above-average nuclear performance
based on industry standards for operating availability
established in th> 1989 orders. These banked beoefits
are not recorded in the financial statements as they
can only be used in future years, if necessary, to offset
disaliowances of incremental replacement power
COSts,

Under the 1989 orders, fossil-fueled power plant
performance may not be raised as an issue in any t. ©
proceeding before February 1994 as long as the
QOperating Companies achieve a systemwide
availability factor of at least 64 9% annually. This
standard was cxceeded in 19389, 1990 and 1991, with
availability at approximately 80% for each year.






(8) RETIREMENT INCOME PLANS AND
OTHER POSTRETIREMENT BENEFITS

(a) RETIREMENT INCOME PLANS

We sponsor noncontributing pension plans which
cover all employee groups. The amount of retirement
benefits generally depends upon the length of
service. Under certain circumstances, benefits can
begin as early as age 55 The plans also provide
certain death, medical and disability benefits. Our
funding policy s to comply with the Employee
Retirement Income Security Act of 1974 guidelines.

In 1990, we offered a Voluntary Early Retirement
Opportunity Program (VEROP). Operating
expenses for 1990 included $15,000,000 of pension
plan accruals to cover enhanced VEROP benfits plus
an additional $28,000,000 of pension costs for VEROP
benefits paid to retirees from corporate funds. The
$28.000,000 is not included in the pension data
reported below. Operating expenses for 1990 also
included a credit of $41,000,000 resulting from a
settlement of pension obligations through lump sum
payments to a substantial number of VEROP
retirees.

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

1991 1%0 1989

lions of dol
Pension Costs (Credits). (m“ gai h")

Service cost for benefits eamed

dunng the period $ 4 $ 15 $ 14
h\muumonpromedmm
obligation . . 36 a7 35
Adudummunphnnu-b (129) 5 (73)
Net anvortization and deterral . _65 _(65) 1
Ne: peasion credits .. (14) (8) (11}
VEROP cost My im - - . 15 =
Settlement gain TEiT s Iy - e
Netoredin ... ... 818 $3) $01)

The following table presents a reconciliation of the
funded status of the plans at December 31, 1991 and
1990.

__ December 31,
1991 1990
Actuarial present value of benefit )
obligs® s
Ver = e S $ 301 § 3w
Nonvesteq . ats SR Ll
Accumulated heneﬁl oblwmm i34 354
Effect of future compensation
levels ... 113 n
Total projected benefit nbhmmon 447 426
Plan assets at fair market value . 757 __653
Surplus of plan assets over pmyecu-d
benefit obligation 30 27
Unrecognized net gain due to variance
between assumptions and expenence (177) (101)
Unrecognized prior service cost . 13 13
Transition asset at [anuary 1. 1987
being amortized over 19 years _{106) {113
Net prepaid pension cost
included in other deferred
charges on the Balance Sheet $ & $ 2
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The sattlement (discount) rate assumption was
8.5% for both December 31, 1991 and December 31,
1990. The long-term rate of annual compensation
increase assumption was 5% for both December 31,
1991 and December 31, 1990. The long-term rate of
return on plan assets assumption was 8.5% in 199]
and 8% in 1990,

Plan assets consist pnmarily of investments in
common stock, bonds, guaranteed investment
contracts, cash equiv ilent securities and real estate.

{b) OTHER POSTRETIREMENT BENEFITS

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

We currently provide certain postretirement health
care, death and other benehts and expense such costs
as these benefits are paid, which is consistent with
current ratemaking practices. Such costs totaled
$9,700,000 in 1991, $8.200,000 in 1990 and $6,500.000
in 1989, which include medical benefits of $8,500,000
in 1991, $6,500,000 in 1990 and $5,000,000 in 1989.

We expect to adopt the new standard
prospectively effective January 1, 1993. We plan to
amortize the discounted present value of the
accumulated postretirement benefit obligation to
expense over a twenty-year period. We have engaged
actuaries who have made a preliminary review using
1990 data. Based on this preliminary review, the
accumulated postretirement benefit obligation as of
December 31, 1991, measured in accordance with the
new standard, is estimated in the range of
$150,000,000 to $230,000,000. Had the new standard
been adopted in 1991, the preliminary study indicated
that the additional postretirement benefit cost in 1991
would have been in the range of $17,000,000 to
$30,000,000 (pretax). We believe the effect of actual
adoption in 1993 may be similar, although it could be
significantly different because of changes in health
care costs, the assumed health care cost trend rate,
work force demographics, interest rates, or plan
provisions between now and 1993

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

(9) GUARANTEES

Under two long-term coal purchase arrangements,
Cleveland Electric has guaranteed certain loan and
jease obligations of two mining companies. Toledo
Edison is also a party to one of these guarantee
arrangements. This arrangement requires payments to
the mining company for any actual out-of-pocket idle
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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 s 't sidiaries by the statutory rates, is reconciled to the amount of federal income tax recorded on

the books as follo-vs:
For the years ended December 31,

LT 190 19
{thousands of dollars)
Book Income Before Federal Income Tax ... .. ... ot $465,799 $435,324 $528,065
7 3 SmTE=
Tax on Book Income at Statutory Rate . : T $158.372 $148,010 $179.542
Increase (Decrease) in Tax:
Accelerated depreciation Mool o 8 5q A ! 996 6,287 10415
Investmen! mcndmondullowed nuclur phnl I e R - (37,522) -
Taxes. othe: than federal income taxes 5 ; . (2.373) {12.116) (107)
Other items ... : , : 10915 4.365 __an2
Total Federal b.come Tax E.:penu- s S i s . $167.910 $109.024 $195.562
e e petai——

Federal income tax expense is recorded in the income Statement as follows:
For the years ended December 31,

e 1990 1989
(thousands of dollars)
Operati-g Fxpenses:
Current Tax Provision . . . $ B8 189 § 42685 $ 51,869
Changes in Accumulated Deferred Federal income Tax
Accelerated depreciation and amontization. 17.137 4777 44,144
Alternative minimum tax credit ... .. ) eroonr ‘ (45.902) (24,340) (12,874)
Sale and leaseback transactions and amcmnnon S 8 : : 36844 8617 .48
Property tax expense . VVAAY - (14.891) —
de costs . . . . S 22,403 1.358 (1.250)
Deferred CWIP revenues e : 3 6972 20,486 22.731
Deferred fuel costs St ol s . (8.729) 742 (4.384)
Davis-Besse fq:lmmt power o . : - = 9,191
Other ilems ... ... covieoorionnn o ! 14.970 16,994 6,830
Investment Tax Cndm =8 >y St taa iy = : 38687 2,651 1,780
Total Charged to Opennns Expmm 137.5¢ . __ 9,076 122.38¢
Nonoperating, Income:
Current Tax Provision .. . ek s . (46,089) (42.25¢) {39.341)
Changes in Accumulated Drhmd chﬂtl Im:om Tax
Write-off of nuclear costs . . . ! A79) (22,143) —
AFUDC and carrying charges . . ‘ . 40,769 74447 114,300
Netopemmsloscarrymrww ol P . Bn s 35014 - -
Other items ... . . . 1014 %m0 (1.782)
Total Expense Chamed to Nonop«anng lnmme beEe s 30.32% 12,948 3177
Total Federal Income Tax Expense . e O R gy $167.910 $109,024 195,562
pe————— o= 3 e~

Federal income tax expense adjustments in 1990, associated with previously deferred investment tax crecits
relating to the 1988 write-off of nuclear plant investments, decreased the net tax provision related to nonopersiing
income by $37,522,000 and increased earmnings 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 $.10 ($.07 in the fourth quarter).

For tax purposes, net operating loss (NOL) carryforwards of approximately $402 407,000 are available tu
reduce future taxable income and will expire in 2003 through 2005. The 34% tax effect of the NOLs generated is
$136,818,000 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 - ‘uce the regular tax to the AMT level should the
regular tax exceed the AMT. AMT credits of $82,851,000 are avaiiable to offset future regular tax. The credits may
be carried forward indefinitely.
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In December 1991, the PUCO approved for each
Operating Company a reduction in the straight-line
depreciation accrual rate from about 3% to 2,5% for
each of thetr three operating nuclear units retroactive
to January 1, 1991, We believe the lower depreciation
accrual rate is appropriate and reduces combined
annual depreciation expense to a level more closely
aligned with the total amount currently being

change in rate decreased 1991 depreciation expense
$27.762,000 and increased 1991 net income $21,419,000
(net of $6,343.000 of income tax.s) and earnings per
share $.15 from what they otherwise would have
been.

Depreciation expense recorded in prior vears was
not affeted. Current electric rates were aleo
unaffected by the PUCO orders,

secovered in customers’ rates for these units, This
(13) QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The following is a tabulation of the unaudited quarterly results of operations for the two years endec December
3'_‘ lw] »

Quarters Ended
March 31, june 30, Sept. 30, Dec 31,
(thousands of dollars, except per share amounts)

1981

Operating Revenues. .. ... ... ... ......... ... $608 583 $645 355 $716,070 $590,244

Operating Income. .. ... ... ... ........... .. ... $129003 $145.709  $182085  $123.253

NG INCOME | ... v iiin v arist titiar it tareraneseee § 385470 $ 51.736 $ 95333 § 54,701

Average Common Shares (thousands) .. ... ... ... .. 138,404 13K 881 139,336 139,737

Earnings Per Common Share . . . . . . .. 3 $ o6 $ I ¥ $ B8 $ A9

Dividends Paid Per Common Share ... ... ... .. .. % 40 $ 40 $ 40 $ 40
1990

Operating Revenues. ... . o e Rt e = $566,725  $586,164  $699499  $575,053

Operating Income. . ... ... ... ... ... ... $116169 $ 86743  $171684  $129.824

Netlncome . ............. ..., LT $ 50,509 $ 54921 $ 99 749 $ 59,280

Average Common Shares (thousands) . .. k. 139,486 138,980 138,610 138,441

Earnings Per Common Share ... ... .. .. .. .. $ 36 $& 40 $ 7 $ B

Dividends Paid Per Common Share ... ... . ... . .. $ 40 $ A0 $ 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 resuits 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 method (at about a 3% ac. ual rate) as discussed in Note 12.

Eamings for the quarter ended December 31, 1991 were increased as a result of vear-end adjustments of
$27,762,000 to reduce depreciation expense for the vear for the change in the nuclear plant straight-line
depreciation rate to 2.5% (see Summary of Sigi.ficant 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). TE  (otal of these
adjustments increased quarterly earnings by $40,041,000, or $.29 per share.

Earnings for the quarter ended June 30, 1990 were increased as a result of federal income tax expense
adjustments associate ] with deferred investment tax credits relating to the 1988 write-cff of nuclear plant
investments. See Note 7. The adjustments increased quarterly earnings by $36,298.000, or $.26 per share.

Earnings for the quarter ended December 31, 1990 were increased as a result of year-end adjustments of
$25,790,000 to reduce depreciation expense for the year for the change in depreciation rates for nonnuclear and
Davis-Bease property (see Summary of Significant Accounting Policies), $10,159,000 to increase phase-in
carrying charges for the adjustment 1o 1990 cost deferrals (see Note 6) and $10,375,000 to reduce federal income
tax expense (see Note 7). The total of these adjustments increased quarterly earnings by $35,000,000, or $.25 per
share.
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The mortgages of Cleveland Electric and Toledo
Edison constitute direct first liens on substantially all
property owned and franchises held by them
Excluded from the liens, among other things, are
cash, securities, accounts receivanle, fuel, supplies
and, in the case of Toledo Edison, automntive
equipment.

Additional first mortgage bonds may be issued by
Cleveland Electric under its mortgage on the basis of
bondable property additions, cash or substitution for
refundable first mortgage bonds. The issuance of
additional first mortgage bonds by Cleveland Electric
on the basis of property ~dditions is limited by two
provisions of its mortgag: One relates to the
amount of bondable property available and the other
to earnings coverage of interest on the bonds. _nder
the more restrictive of these provisions (currently,
the amount of bondable property available),
Cleveland Electric would have been permitted to issue
approximately $335,000,000 of bonds based upon
available bondable property at December 31, 1991
Cleveland Electric alsc would have been X:mmed to
1ssue approximat-ty $214,000,000 of bonds based
upon refundable bonds at December 31, 1991 If Perry
Unit 2 had been canceled and written off as of
December 31, 1991, Cleveland Electric would not have
been permitted to issue any bonds based upon
available bondable property, but would have been
permitted to issue approximately $214,000,000 of
bonds based upon refundable bonds.

The issuance of additional first mortgage bonds by
Toledo Edison also is limited by provisions in its
mortgage similar to those in Cleveland Electric’s
mortgage. Under the more restrictive of these
provisions (currently, the earnings coverage test),
Toledo Edison would have been permitted to issue
approximately $164.000,000 of bonds at an assumed
interest rate of 11% based upon available bondable
property at December 31, 1991, Toledo Edison also
would have been permitted io issue approximately
$186,000,000 of bonds based upon refundable bonds
at December 31, 1991 If Perry Unit 2 haa been
canceled and written off as of December 31, 1991, the
amount of bonds which could have been issued by
Toledo Edison would not have changed.

Certain unsecured loan agreements of Toledo
Edison contain covenants relating to capitalization
ratios, earnings coverage ratios and limitations on
secured financing other than through first mortgage
bonds or certain other transactions. An agreement
relating to a letter of credit issued in connection with
the sale and leaseback of Beaver Valley Unit 2 (as
amended in 1989) contains several financial
covenants affecting Centerior Energy and the
Operating Companies. Among these are covenants
relating to eamings coverage ratios and capitalization
ratios, Centerior Energy a~* the Operating
Companies are in compliance with these covenant
provisions. We believe Centerior Energy and the
Operating Companies will continue to meet these
covenants in the event of 2 write-off of the Operating
Companies’ investments in Perry Unit 2, barring
unforeseen circurnstances.

(11) SHORT-TERM BORROWING
ARRANGEMENTS
Qur bank credit arrangements at December 31, 1991

were as follows:
Cleveland Toledo Gervice
Electric  Edison Company  Total
(thousands of dollars)
Bank Lines of Credit $152000 $70400 $EO00  $2% 400

There were no borrowings under these bank credit
arrangements at December 31, 1991. An additional
$5,000,000 line of credit is available (o the Service
Company under a $30,000.000 Cleveland Electric line
of credit, if unused by Cleveland Electric. The
$5,00C,000 line of credit is included in the Cleveland
Electric total.

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

Most borrowing arrangements under the
Operating Companies’ short-term bank lines of cr 2it
require a fee of 0.25% per year to be paid on any
unused portion of the lines of credit. For those banks
without fee requirements, the average daily cash
balance in the Operating Companies’ bank accounts
satisfied informal compensating balance
arrangements.

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

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

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

{12) CHANGES IN ACCOUNTING FOR
NUCLEAR PLANT DEPRECIATION
In June 1991, the Operating Companies changed the
method used to accrue nuclear plant depreciation
trom the units-of-production method to the straight-
line: method retroactive to lanuary 1, 1991, The good
pecformance of the nuclear generating units over the
past several years had resulted in units-of-production
depreciation expense being significantiy higher than
the arrount implicit in current electric rates. The
straight-line method better matches revenue and
expense, tends to levelize periodic depreciation
expense for nuclear plant and is more consistent with
industry practice.

The PUCO approved the change for each
Operating Company and authorized them to accrue
denreciation for their three operating nuclear
generating units at an accrual rate of about 3% of their
plant investinent based upon .ne units’ forty-vear
operating licenses from the NRC. This change in
method decreased 1991 depreciation expense
$35,94€ 200 and increased 1991 net income $27 952,000
(net of $7,994,000 of income taxes) and earnings per
share $.20 from what they otherwise would have
been.
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Operating Rmnuu (thouunds of dollars)

RN RN,

Steam Tol
Total Total Y
Yeur Residenial  Commercal  Indusirial  Other Retal _ ‘Wholsssle(s)  flactie 8 .Gst  Revenss
[ 7 SR $777 273 723 318 782 747 188 026 2 471 364 B8 8%8 2 560 252 -— $2 560 252
1990 . 719 078 668 910 779 391 189 754 235718 70 308 1427 44 - 2427 M)
089 RS 735 616 902 745 534 A4 768 2 252 940 107 364 2 361 304 - 2361 304
SO &5 it et 637 329 537 861 675 584 B4 524 1935 29¢ 119 505 2054 803 - 2 054 803
1 - ST 629 663 531 682 659 959 36 272 1 887 576 45 275 1932 851 1331 1946 222
1981 .. ... ... 49 1% 354 471 538 344 CURM 1402 319 71 450 1473 768 19 627 1 493 396
Oprzating Expenses (thousands of dollars)
Ohther
Fuel & Operation Depreciation Taxes. Phas. .0 & Federal Tota!
4 Other Than Pre-phase-n Income ting
Year Power (@) Mamtenance Amortization FIT Deferred. Net Taxes %;‘m-
1991 .. ... ... $499 672 801 225 242 708(b) 304 709 {5 693) 137 581 $1 980 202
(¢ JPR e 472 297 862 738 242 153 283 428 (33 668) 96 076 1923 021
1989 . ... .. 472 684 B60 138 272 671 259 871 (58 220) 122 385 1929 526
L AR 08 pad 865 632 264 824 268 550 (188 209) 123 697 1743 138
7 A, 491 332 647 594 214 42 207 521 (87 623) 108 912 1574 1587
BB s v i ¢ 512323 319 #%4 128 21 128 347 - 108 417 1197 202
lncome (Loss) (thousands of dollan)
Foderal
Other Income Income Pref oo
income & Tanes-— Betore Preference
AFUDC — Deductions. Carrying Credit Interest Debt AFLDC — Stock
Yeas neome Equity Net Charges (Expense ) interest Detrt Drvidends
1991 . . ....... 3580050 9 351 5 248 108 601 (30 329) 673921 381 280 (5 248) 60 649
) ) PSS 504 420 7 883 15 205 085 (12948) 704 585 384 278 (5993 61 841
T ROy 431 778 16 930 14 368 299 139 (73 177) 689055 364 481 (12 929) 65 617
v e el 311 665 13 54 (489 47) (¢} 372 155 131 254 339 531 378 292 {6 137) 69 489
L SRR AT2 065 299 308 (87 ¢ 39 59 R T2 435 042 (137 257} 86 138
1981 . 295 894 Bl 468 194 4 o il B 422 3 233 022 (49 521) 58 459
Income (Loss) (thousands of dollars) Common Stock (dollars per share & !-)
Income (Loss)
Before
Cumulative Cumuiative
EM of an Effect of an g R:mm on
am ity T potand ek
ar mary Ex Income ' Eami Stock Dividends Book
Year Can (Loss) (thousands (L.oss  Equity Declared Value
[ e $217 240 — $237 240 139 104 $ L7 B.4% $1.60 $20.37
1990 .. ..., 264 459 - 264 459 138 885 1.90 94 160 2030
1\ NAh 66 86 - 266 B86 140 408 190 o6 1.6 1999
| {102 113} 28 153(d) (73 960) 140 778 (0.53) (2.5) 1.84 19.68
L - SRS 390 353 - 390 353 138 395 282 128 256 2210
1981 .. .. AN 180 412 10 807(e) 191 219 74 679(-‘ 2.56(f) 13.0

NO‘I'E I'Dl dil'l is lhc femh of combuung and ruunng Clewlcmd Electﬂ«. and Toledo Eduon Jdata.

fa} Wholesale revenues, fuel and

refiect a change in reporting of bulk power sales transactions in accordance with FERC requirements
{B) In 1991, the Operating Companies adopted a change in accounting for nuclear plant depreciation, changing from the units-of-production method

1o the straight-line method at a 2.5% rate.
(¢) Includes write-off of nuclear costs in the amount of $534,355,000 in 19588

) In 1988, the Operating Companies adopted a change in the method of accounting for unbilled revenues

200(f)

19.29(f)

power, wholesale electric sales and purchased power amounts are restated for 1990 and prior years o









e T e R e A b e

(e

-

Richard P. Anderson President and Chief Executive
Officer of The Andersons Management
Corporation, a grain, farm supply and

Albert C. Bersticker President and Chief Executive
Officer of Ferro Corporation, a producer of
speciaity chemical materials for manufactured
products.

Leigh Carter Retired President and Chief Operating
Otficer of The BFGoodrich Company, a producer
of chemicals, plastics and aerospace products.
Retired Chairman of Tremco, Incorporated, a
manufacturer of specialty chemical products
and a wholly owned subsidiary of The
BFGoodrich Company.

Thomas A. Commes President and Chief Operating
Officer of The Sherwin-Williams Company, a
manufacturer of paints and painting supplies.

Wayne R. Embry Executive Vice President and
General Manager of the Cleveland Cavaliers,
a professional basketball team. Chairman of
Michael Alan Lewis Company, a fabricator of
bardboard, fiberglass and carpeting materials
for the automorive industry.

Robert |. Farling® President and Chief Operating
Officer of the Company and Centerior Service
Company.

*Elected Chairman, President and Chief Executive Officer effective
March 1, 1992
**Retired as Chairman and Chief Executive Officer effective
March 1, 1992,

Committees of the Board

Capital Environmental
Audit Expenditures and Public Policy Exvcutive
T.A . Commes, GH. Kaull, Sr. M.M. Reinhard, R.A. Miller,

Chairman Chatrman Chairman Chairman

WR. Embry  A.C Bersticker L. Carter L. Carter
PM. Smart R]. Farling WR. Embry RM. Ginn
W] Williams R M. Ginn R.] Farling W], Williams

R.A Miller R.A. Milier

FE. Mosier PM. Smart

5r M.M. Reinbard

Robert M. Ginn Exacutive in Residence at John
Carroll University. Chairman Emeritus and
retired Chairman and Chief Executive Officer
of the Company.

George H. Kaull Chairman of Premix, Inc., a developer,
manufacturer and fabricator of thermoset
reinforced composite materials.

Richard A. Miller*™ Chairman and Chief Executive
Officer of th2 Company and Centerior
Service Company.

Frank E. Mosier Vice Chairman of the Advisory Board
of BP America Inc., a producer and refiner of
petroleum products.

Sister Mary Marthe Remhard, SND Director of
Development for the Sisters of Notre Dame of

Cleveland, Ohio. Former President of Notre
Dame College of Ohio.

Robert C. Savage President and Chief Executive Officer
of Savage & Associates, Inc., an insurance,
financial planning and estate planning firm.

Paul M. Smart Attorney and retired Vice Chairman of
the Company and The Toledo Edison Company.

William |. Willams Chairman of Huntington
National Bank.

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

Human
Finance Resources Nominating Nuclear
R.A. Miller, W] Williams, FE. Mosier. R Anderson,
Chairman Chairman Chairman Chairman

R.P Anderson L Carter R.P Anderson  A.C. Bersticker
TA Commes GH Kaull AC Bersticker L Carter
WR. Embry FE Mosier L. Carter R.J. Farling
R.j. Farling RC Savage TA Commes  RM.Ginn
R.C Savage W.R. Embry R.A Miller
PM. Smart RM. Ginn St. M.M. Reinhard

G.H. Kaull

R.A Miller

St MM, Reinhard

R.C. Savage

PM. Smart

W) Williams
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Share

U DIVIDEND REINVESTMENT AND STOCK
.~ PURCHASEPLAN ANDINDIVIDUAL RETIREMENT
" ACCOUNT (CX#IRA)

The Company has a Dividend Reinvestment
and Stock Purchase Plan which provides share
oswners of record and customers of the Company’s
subsidiaries a convenient means o1 purchasing
shares of Company common wcock by investing
all or a part of their quarterly dividends as well as
making cash investments. In addition, individuals
may establish an individual retirement account
{IRA) which invests in Company common stock
through the Plan. Information relating to the
Plan and the CX*IRA may be obtained from
Share Owner Services at the Company.

SHAKE OWNER SERVICES
Communications regarding stock transter
requirements, lost certificates, dividends and
changes of address should be directed to Share
Owner Services at the Company. To reach Share
QOwner Services by phone, call:
In Cleveland area 642-69(00 or 447-2400
Qutside Cleveland area 1-800-433-7794

Please have vour account number ready
when calling.

INVESTOR RELATIONS

Inquiries from security analysts and institutional

investors should be directed to Terrence R. Moran,

Manager-Investor Relations, at the Company's

‘mail address or by telephone at (216) 447-2882.
TRANSFER AGENT

Centerior Energy Corporation

Share Owner Services

P.O. Box 94661

Cleveland, Ohio 44101-4661

Stock transfers may be presented at
PNC Trust Company of New York
40 Broad Street, Fifth Floor
Nevy York, N.Y. 10004
EXECUTIVE OFFICES
Centerior Energy Corporation
6200 Oak Tree Boulevard
Independence. Ohio
Telephone: (216) 4473100
FAX: (216) 447-3240
MAIL ADIDRESS
Centerior Energy Corporation

P.O. Box 94661
Cleveland, Ohio 44101-4661
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REGISTRAR
Ameritrust Company National Association
Corporate Trust Division
PO. Box 6477
Cleveland, Ohio 44101

CXHRA CUSTODIAN
All communications aboat an existing CX*IRA
should be directed to the Custodian at the address
or telephone numbers listed below:
Ameritrust Company National Association
Custodian, CX*JRA
P.O. Box 6477
Cleveland, Ohio 44101
In Cleveland arca 737-5M42 or 737-5744

Eisewhere in Ohio
1-800-362-0647, Exiension 5742
Qutside Ohio
1-800-321-1355, Extension 5742
INDEPENDENT ACCOUNTANTS
Arthur Andersen & Co.

1717 East Ninth Street
Cleveland, Ohio 44114

COMMON STOCK
Listed on the New York, Midwest and Pacific
Stock Exchanges. Options are t ~“ed on
The Pacific Stock Exchange, New York Stock
Exchange symbol —CX. Newspaper
abbreviation —CentEn or CentrEngy.

ANNUAL MEETING
The 1992 annual meeting of the share owners of
the Company will be held at 10 a.m. on April 28,
1992 ot Executive Caterers at Landerhaven in
Maytield Heights, Ohio. Owners of common
stock as of February 26, 1992, the record date for
the meeting, will be eligible to vote on matters
brought up for share owners’ consideration.

FORM 1K
The Company will furnish to share owners,
without charge, a copy of its most recent annual
report to the Securities and Exchange Commission.
Requests should be directed to the Secretary
of the Company.

AUDID CASSETTES AVAILABLE
Share owners with impaired vision may obtain
audio cassettes of the Company’s Quarterly
Reports and Annual Report. To obtain a cassette,
simply write or call Share Owner Services.
There is no charge for this service.
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