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DQE 1 an energy services holding company head-
quartered in Piesburgh, Pennsybania. Our mission s
1o supply low cost, safe, and rebiable electriciey and 10
pursue opportunities related o our core business thar
benefit our customers, sharcholders, and comiauni-
ves. In conducting our business, we will he recognized
for excellence, quality, integrity. and value.

Duguesne Light Company is the principal sub-
sidary of DQE. It is engaged in the production. trans
mission. distribution, and sale of elecrnic energy. Its
service territory s approximately 800 square miles in
Southwestern Pennsylvania, including the city of

Pirsburgh. and has a population of about 1.5 million.
In addiion to serving more than 76,000 customers
in Allegheny and Beaver counties, the company also
sells electnicity w othet atilities.

DQEs non-utiliny subsidiaries include Duguesne
Enterprises and Montauk. Duquesne Enterprises owns
Allegheny Development Corporation and Property
Ventures, Lad. These compaties are involved in ttia-
tives relating 1o the core business, including providing
all the energy services for the new Greater Pinsburgh
International Airport and investing in real estate,
Mandauk is DQEs hnance and investment subsiciary

ABOUT THY COVER
The sun is fising on an age of increased electrificarion in the United states, deiven by the inherent efficiency
of this key energy source and the cleantiness of its many end-uses. DQF has the energy. vision, and value 1o meet
growing demand for electncity in both Southwestern Pennsylvania and in new markets,
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Crisipsan’s Messace

Wesley W von Schack discusses DQES 1991 milestones and takes a look at the future of the etectric utiliey wadustry.

SURATHGIC PERAFECTIVE

Chur perspective an key issues driving change in the industry.
4

Exiroy
Energy is the bedrock of our company and the focus of our husiness objectives

Vision
Owr ample supply of slecericiry s fueling our vision of the future. We have abundant power (0 fuel local growth.
With udditional transmission access, we also can help power growth in Pennsylva.ia and bevond,
0

Valve

By defivering quality energy and snaintaining 4 strong environmental and community focus,
we are adding value for our customers and our shaseholders.
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1O OQUR SHAREHOLDERS

EARNINGS PER SHARE INCREASE

PURSUING OUR VISION

ENERCGY AND VALUE




the electric urility industry — from the need o
be a low cost producer to improving access to the
nation’s transmission grid, & prerequisie for

increased competition.

"Our available .apacity
represents future sharcholder
and cuscomer value.”

Obtaining expeditious approval of new trans-
mission lines and expanding access to existing
lines are key elements of the National Energy
Serategy now under active review by Congress.
Federal and state regulators also are increasingly
demonstrating, through their decisions, a recogni-
tion thar expanding transmission capacity and
access is essential to maximizing the competitive
efficiency of elecrricity production in this country.
TRANSMISSION BOTTLENECK
These issues are very dmely because one of the
biggest bottlenecks in the national transmission
grid is in Pennsybvania. In April 1990, we pointed
out the significant economic benefits of the
G U-DQE project 1o the customers of
Duquesne Light and GPU subsidaries. We also
described the tremendous benefies 1o the Western
Pennsylvania economy resulting from the creation
of thousands of jobs. Of course, these benefits may
not be realized withour rimely approval by the
Pennsylvania Public Utility Commission (PUC).

While energy expers recognize the regional

and national importance of constructing this
transmission line, some citizens and local
governmental officials along the route have been
opposed 10 it. We had anticipated PUC approval
in 1991, and are disappointed that the project is
noet progressing more quickly. However, we have
encouraged full and open public pamei _oon
mn the line siung process to ensure that the best
route is sciected. This has taken longer than
expected. but we believe heanngs will be com-
pleted and a tinal decision made in 1992,

Sooner or later, transmission bortenecks like
the serious one in Pennsylvania will be correcred
by a National Energy Straiegy that permits
building new lines on an expeditious basis and
mcreases access and reliability on existing lines,

We believe thar governmental officials evenny-
ally will make the right public policy decisions
because the nation’s integrated electric sysrem and
CCONOMIC SECUNTY CARNOL TOIEFATe tRNSNISSION
roadblocks. techmical or insarational.

On behalf of the Board of Directors, | want
to express out 2ppreciation for your continued
support and confidence.
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SOLID OPERATIONS RECORD




OUR POWER IS [

HIGH ENVIRONMENTAL STANDARDS




STEADY GROWTH SEEN LOCALLY




CHARTING OUR COURSE







FINDING CUSTOMER SOLUTIONS




FUTURE SQURCES OF GROWTH

RESEARCH SHAPES OUR VISION
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COMMUNITY PARTNER, BUILDER

INCREASING SHAREMOLDER JALUE




MANAGEMENT 'S DISCUSSION AND ANALYSIS OF Financial CoNpirion anxo Resvirs of Oregasions

RiPORTS OF MANAGEMENT AND INDEPENDENT ACCOUNTANTS
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FisaANCing

The Company & continuing o reduce its capiral
costs by refinancing its securities to the extent
anancially benehicial results can be achieved
During 1991, 466,400 shares of common stock
were repurchased for $12.2 million. An addition-
al 405,000 shares were repurchased for $11.5
million 1 connection with the establishment of
e Compeny's leveraged employee stock owner
ship plan (ESOP)see discussion in Notes G and
KJ. In addinon, $38.5 million of preferred and
preference stock was repurchased. including the
$29.4 million balance of the $2.315 preference
stock issue. In Janvziy 1992, the §16.1 million
balance of ine $9.125 prenveence stack was
redeemed. In April 1992, the Company will
redeem the balance of its $8.375 preferred stock
In 1991, the Company issued $50 million of first
mortgage bonds with interest rates averaging
8.25 percent to finance the redempuon ot

the 10.75 percent first mortgage bonds. The
Company retired an additional $9.8 million of
long-term deb including amounts needed w0
meet sinking fund requirements, The Company
15 suthortzed to sue up to an addicional $400

million of first morigage bonds. The procecds

al such issuances will be used primarily o retire

higher cost debr and meet current maturities

In 19940, the Company retired or refinanced
$24 % million of long-teem debs

In 1989, Duguesne entered into an agreement
with an unafhliated corporation thar entitled
Duguestie to sell and the corporation to purchase,
on an ongoing basis, up to $100 million ot
accounts receivable. At December 31, 1991
Diiquesne had sold $25 million of receivables

Duquesne currently finances its acquisitions
of nudlear fuel through a leasing arrangement

ider which it may finance up 1o $120 million

g
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of nuciear fuel, As of Decomber 31, 1991, the
net amount of Dugquesne’s nuclear fuel hnanced
under this arrangement totaled $98 million

Dividends may be paid on the common stock
o the extent permitted by law and as declared by
the Board of Directors. However, provisions in
Duguesns Restared Arricles relaving 1o pavments
ot prod 'd preference dividends may affect
the payn ammon dividends. No dividends
or distributic  nay be made on Duquesne’s
commaon stock if the Company has not pavy divi-
dends or sinking tund obligations on its preterred
or preference stock, Further, the aggregate amount
of Duquesne’s common stock dividend pavments
or distribunions may not exceed certain percent
ages of net incume if the ratio of common ste -k
holders” equity to total capitalization is less than
specihed percentages. No part of retained earn-
ings at December 31, 1991 was restnicted

As discussed in Notes € and K, Duquesne
established an ESOP to fund a 401{k) mach,
effective January 1, 1992, Duquesne expects
te purchase shares of DQE common stock from
DQE or on the open marker to satisty the
exchange feature of the Preference Stock. Plan
Series A, The Company expects the ESOT 1o have

minimal dilutive impact an earnings per share



Larseti-Tows POWER Sa1Es

In September 1990, the Company agreed 1o euter
into a joint venture with GPU. Under the terms
of the agreement, GPU will purchase from the
Company 500 MW of capacity and assoctated
energy for 20 years begirning in 1994, The sale
will require reactivation of the cold-reserved
Phillips planc The Brunot Island (B.L) combined
oy de facilities will also be returned to commercial
operation and will be available 1o suppont this
sale. This partership arrangement provides that
GPU will contribute €150 million for a S0 per-
cent interest in the Phillips plant. Duguesne wiil
n.arn the plant o commercial operation by 199
Duguesne submitted a petition to the PUC for
approval of the prudence of the tansactivi, and
for accounting treatmient of the assocated costs,
In December 1991, the PUC Administrative
Law Judge recommended approval of the Com-
pany’s petition. The AL s decision is subject

to review by the PUC.

Pursuan to this partnership armangement, the
Company and GPU also will construct and oper-
ate a 268 mile, 500 KV transmission line from
Pittsburgh to Harnsburg, Pennsylvania, sched-
uled 1o be in service in 1996, Duquesne will awn
a one-third interest in the new line. GPU will
own the rernaining interest in the line. Duquesne
also will have an option, exercisable prior 1o
Seprember 1995, te use up to another one-sixth
of the line. Thie 500 MW sale will be delivered
over GPU's share of the new line, leavir -
Duguesne with 500 MW of new transmissic
capacity available for other transactions, regard. .
of whether Duguesne exercises its option.
Vuguesne expects to file a plan with the Federal
Energy Regulatory Commission (FERC) tor mar-
ket-based pricing and open access for Duguesncs

p—y ey o Lot M o o T ey ey —e— '!--—-,—v—.-v-u———,j

share of the rransinission line. On Seprember 11,
1991, the Company and GPU filed an application
with the PUC for siting of the tansmission line.

Consummation of the transactions described
above 15 subject 1o certain conditiens, including
receipt of federal, state and local regulatory and
environmental approvals,

ENVINONMERTAL MATTERS

The Comprehensive Environmental Response,
Compensation and Liability Act of 1980
(Superfund) and the Supertund Amendments
and Reauthorization Act of 1986 established a
variety of informational and environmental
action programs. The Environmental Protection
Agency has informed Duguesne of its involve-
ment of potential involvement in three hazasdons
waste sites. If Duquesne is ultimately determined
to be a responsible party with respect to these
sites. it could be liable for clean-up cosis In
each case, other solvent potentially respe asible
parties are involved, wiich may bear all ot pant
of any liability. In addition, Duguesne believes
that available defenses, along with other factors
including its overull limited involvement and
relatively low estimated remediation costs
for one of the sites, will substantially limie any
potential liability which it may have for clean-
up costs. Accordingly, it is Duguesne’s opinion
that these matters will not have a mareral
adverse effect on it financal position or results
of operations.
In 1990, Congress approved certain amend-

wnts to the Clean Air Act. The new legislation
will require Duguesne to reduce sultur dioxide
(SO and nitrogen oxide (NOy) emissions at its
whally owned Cheswick plant and its jointly
owned Eastlake. Sammis and Fort Martin planes
by 1995, The Company believes the Phase |
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reguirements beginning in 1995 can be met by
wstng bower sulfur coal and adding low NOy
torners at these tonr planes aned Phillips. Capital
costs associated with this Phase | stategy are osti-
maied at $50 million. To meet Phase 11 reguire-
ments beginning in 2000, Duguesne is exploring
a vombination of compliance methods. Duguesne
will continue to work with the awner/oporators
of 1t jointly owned stations 10 arrive at a cost
effective compliance strategy.

ACCaUNTING Mar T

The Financial Acoounting Standa.... Board has
issied statements regardir g the accounting for
incorne taxes and postemployment benefies dhat
the Company expects to adopt by 1993,
Statement of Financial Accounting Standards
No. 109, Accornting for Income Taxes, vequires the
liahility method of accounting for income taxes.
Adoption of the Statement is expected 1o have 4
ane-time favorable come statement impact of
about $10 millian. The Company estmates that
the deferred tax adiustments will be offser pri-
iy by regulatory assets of about $650 million
and regulatory labilities of about $60 million,
Statement of Financial Accounting Standards
No. 106, Emplayer: Accomnsing for Postreticement
Benefits vher Than Pensions requires accrual of
postretinement beachis (such « nealth care benetits)
during the years an employce provides service,
Dugueste currently contributes « ward the cost
of postrerirement medical coverage b its 1 irees
through age 65. These costs are reflec.~d in the
G- any’s financial statements, and recovered
¢ gh rates, on a pay-as-yousgo {cash medhod)
acwounting hasis. This expense i« approximarely
$1.3 cnillion annually.
Based or. stimates, the unfunded transition
wbligation related 1o contributing toward the cost

£ oo

of postetitement medical coverage for its renrs
through age 03 will be berween $27 willion and
$70 million . The Company expects to sinontize
chis cost over twenty years. The annual cos: under
Statement 106, including this amortizatio. | is
expected o add between $3.5 million and $11.5
million 1o current expense.

Assuming the PUC will provide for future
recovery of these amounts, there would be no
cHect on Duquesne’s carmangs. The PUC i expect-
o to provide guidance on this isue prior to 1993,

Note H describies the status of certam invest-
ments not included in rate hase and other
deferred costs thar the Company expucts 1o recov:
et 4 ar any v he Company determines that
recovery of these items is not probuble, such
unsrecovetable amounts would be recognized as
a charge 1o earnings,

Duqucines utility aperations are subject to
rogulation by the PUC and the FERC. This reg-
slation is desgned o prowide for the recovery of
operating costs and the opportunity to cam a fair
reten on funds invested in the utilay business.
The regulatory process imposes a time lag during
hich increases in operating expenses, capital
COStS OF COMSEAICTION costs may net be recovered.
Uit vok
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The Company expects that sunds gencrred from
aperations v ' continue to be sufficient o meet
sinking fund and long-term debt matarities, pay
wividends and hianc: a large pam of (s capraal
needs. The Company's aced for funds and the
avalability of those generate from operations
will be affected by the level of cconomic activity
in the Company’s service arca, legislation, rate
relaved proceedings, environmental marters and
other matiers experienced by it and the elearic
urility indusiry gencrally,

a3

PR — N IS —

o T — S —

P R o —— |

R R E—



. Comeasy Rerokt
o FanaNCia
C 0 RraTemenas

.

Repaur o1
INDEPERDNT
Cratiien Posui
ACCOUNTANTY
Dhelwitee © duwcke
{oAtifrent P Arsuvias
Purndnrgh Pomsar + s 19224

CAUDTT COMMITYLE
L AwTrem

REPORTS OF MANASIMENT AND
INDERENDENT ACCOUNIANTS

The Comvany i responsible for the financial informa.
tiah and 1 -presentations comtained in the financial
statoments and other wxction, o this Annual Report.
The Company believes that the consolidated hnancial
statersients have heen prepared in ¢ mbarmity with
gener: v accepied accounting principles approptiase
In the cevumstances to reflect. in all manenal rospecs,
the substance of events and transactions that showld be
included i the ssatemonts and that the other o
i 0 the Ansual Report is consistent with those
statements. bn prepaning the hnancl cutemcos. the
Campany makes informed judgments and estimatcs
based o currently available mformanon abourt the
effects of conaim events and tansacoans.

The Company maintains o system of iniernal
acorunting control devigned 1o provide reasonuble
assurance that the Company s aswets are saleguarded

i e — —

To the Direcices nd Stockholders of QL.

W have audived the accompanying consolidaied
balance shieets of DOQE and ins subsidiaties as of
Diecember 31, 1991 and 1990, and the related consol-
idied starements of income, comman sockholden
equity. and cash Hows for each of the thiee vears in
the peviod ended December 31, 1991, These financial
statements are the responsibility of the Company's
management. Our responsibility s w express an opin-
ion on these financial scatements based on ous audis,

We condusted our audins in accordance with gener-
ally uccepred auditing standards, Those standards
require that we plan and perform the audit 1o obuan
reasonable assurance about whether the finanial
statements are free of mateeal misstatement. An audit
includes examining, on 4 wst bas, ovidence suppon.
ing the amounts and disclosures in the hnancial

and that transactions are exscuted and recorded in
accordance with established provednss. There are lim-
its sberent in any system of neenad conrol bused on
the recogniton tha the cost of such 4 system should
not excend the benelits 1o be derived, The sysiom of
ints el accounting conttol i supporied by written
pobcies and puidelines and is supplernonted by a siaff
of internal auditars. The Compatsy balieves that the
snterndl accounung control system provides reasenabie
wsurance that its assets are safeguarded and the finan-

il information i sehable
ol o

() ol () v, il

Wesley W vaan Schack Loty L Schwass
{ Bgptrvmess off thor bard Pyprahout bt o Powvidnnr il
il oot Foocssive 1M Drowisine

statements, An audit also includes asessing the
accountiag principles used and signucnt estimites
made by management, as well as evaluating the overall
Fmancial starement presentation. We believe that our
wudits provide a reasonable basis #o1 our oprinon.

In our apimion, such consolidated financial state-
ments present fairly. in ol marenial respecs, the
financial position of DOQE and s subsidiaries as of
Diecernber 31, 1997 and 1990, and the resulis of thee
opetations and their cash fows for cach of the thies
years in the peniod ended . cemiber 31, 1991 in con-
formity with generally accepred accounting principles.

Dedintte. € Touwsle.

Dl onmte & Touche
Javourry M. 1R

The Audit Committee, compased entirely of non.
employee divectors. meets rogularly with the indepen-
detn public accovmants and the internal audiors o
discuss results of their sudit work, thenr evaluation of
the adoquacy of the inrernal accounting controws and
the quality of financial reporting,

In fulfilling v+ sespansibilisies in 1991, the Audn
Cammittee recommended to the Board of Directors,
subject 1o sharcholder approval, the selection of the
Company's independent public accountants, The
Audit Comminee reviewed the overall scope and
details of the independent public accountants’ and
internal auditars’ respective audin plans, discussed the

ndependent public accountants’ nanagement leites
recommendations, and reviewed and approved th
independent public accountants’ general audin fees
and non-audit services.

The commitice mestings are desigaed vo tacilizan
apen vommurications with the internal auditors and
the independent public accountants. To ensare auditor
independence, both the independent pubilic accoun-
tanes and i, sernl auditors have full and free access 1o
the Audit Commirtee.

The Audis Committee ol the Board of D irectors
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STATEMINT OF CONSOLIDATED INLOME

Veser Ended December 1],
( Thowsand: of Dollars, Except s Share Awmounts) 1991 1990 1989
Orexarin Customery:
REvinins Caursent S1LZIROH9 $1.074.956 § Ve
Dieferred (Note H) (78 044 10,784 96,207
Oxcher urilivies S8.903 44054 7RV
Total Operating Revenues 1199, 468 1130893 IREURTE
Orensting Fuel 247 858 214324 210299
EXPiNsES Purchased power 12900 6187 4794
Orher aperation 287762 267 169 72779
W ITII wm“ "o”’ .'q‘ 7% ".—m
. Deepreciation » nd amortization 119,264 12225 119.4%
!P Taxes ather than income tases 95,067 Kl04as 92 MoK
. Incame taxes (Note F) 95,941 760,247 65,678
3 )
- Total Operating lip- 942,562 R i
z. % OFFRATING INCOML 266906 266916 269,489
i Orunk Ine Allowance for equity funds wsed during construction 5 1478 o
! axo (roverions)  Carrying charges on defersed revenues 21504 229% 18,153
A Rate refunds (including interest expense) PL] (432 (%581
i{'-' 5 Income taxes (Note F) (5.881) 88 {9.741)
Ea | Other - net 8 k) (2433 8607
) Toval Other Income and (Deductions) AANST 12092 K504
}L Income Porort INTEREST AND OrHek CHARGES 75,764 ITOKIE 77 90
I INTIREsT inp Interest on loag-term debe 131,499 139,889 144,633
I Ot i Caknis Oieher interest 2516 5.7K1 6373
% Allowanie fur borrowed funds used during cuastruction 2418 (1559 (2.803)
i'u.;: Preferred and paeference stock dividends of
| Duquesne Light Campany 10,801 J4048 16,793
#:5 L
E".' Tatal Intevest and Oher Charges 142,198 158,156 16999
E} i Nit Incomse 3 153565 $ 12167 § Lo
! SHarEs OUrsTANDING (000) 53,91 S4A%2 §5,790
3 £ s Py srcuasute e - e e T T e T e e S T e TR
E‘[‘ A Earnings Peu Siake oF CoMmon $TO0K $2.50 $2.4 $2.03
A0y R T LY T S R T T T e iR T seeas ==
g DIviDENDs DECLARED Pri SHake 01 Common Stock  $1La6 1.8 $1 30
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 CONSOLIDATID BALANGE SHEET
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_ As of Diecomcher 31,
(Thowsand of Deliar) ; 1991 1990
Property, Plant and Equipinent:
Flectric plant in service 4740809 $3,659.422
Canstruction work in progress 91140 4172
Loperty held under capital leases (Note £ 220,106 248,791
Properey held for future use (Notwe H) 216,343 216,246
Total 4,268,998 4176081
Less accumulated deprociation and amontiation (1245289 (AR EL T
Property. Plant and Equipment — Net 1038,115 3,040,562
Other Property and Investments (at cost) 4420 24120
Cash und temporary cash investments (ar cost which approximates marker) 28245 W57
Receivables (Nowe C) 116176 62347
Materials and supplies (geoerally at average cost):
Caal 470 5705
Operatng and construction [CYTH w2
Orher current assets 19882 10,847
 Total Coorvens Assets 3 262435 209,810
Extraordinary property loss (Now B) 67514 84,407
Unamortized loss on reacquired debt (Noiw K) §5.270 55,426
Income taxes on sade of Beaver Villey Unic 2 (Note ) TR0 76,161
Deeferred coss of units not in rate base (Note H) 51,149 51,149
Phasc-in plan deferrals (Note H) 211043 267 881
Onher deferred debis 134 769 109, R34
Tetal Dieferved Db 561,862 44,805
$34634.709 $3.919,306
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Caritalizaiion
AND LiABLLIT S

As of December 31,
M;fm 1991 )y
(Nm K
Clomman stock (anitharised - 125,000,000 shases, issued - 74,119 ASoshares) 8 A9 § TR8
Capital surplus 928,362 9841
Retained carnings 4306k 31189
Lews treamury stock (at cost) (20,214,579 and 19,360,301 shares, respectively) (327040 (303.548)
Toral common stockholders” squity A 11121 LO7.4)
Non-sedecinable preferred and proderence sock 121,906 151446
Redeemable preferred and proference siack 15487 Lo B
Redeenable preference stock. Man Seres A 30,000 4
Deeferred emplovee stock awnership plan benefit (%0,000) - |
MM&JF&WM 147,448 199,093
First mw 1,028,299 11030636
Other long-torm debe 499,275 401,912
I.Nmmnd debyt discount and premium - net (4848) (4259
M mmm 1,420,726 1.501,29%
lotal Capitalization 2,669,190 2769529
Obligations Under Capital 1 eases (Note £) 7861 108, 388
Wm&“mm&nm“m(&mﬁwm 119,428 48,304
Accounts payable 128,646 129473
Accrued income taves 040 16,413
D wred income taxes and other aceried tases A4, 087 25,689
 Averued interest 32,339 34,598
- Dividends declared 25,545 25.9%4
M‘M and purchase requirements (Note K) 2M.605 16,489
Total Curvens Liabilities 403,156 29,949
Invesument rax credits unamartized 141 549 147 527
A cumulated deferred income taves 530,550 S120%
Other deferred credics _ 102,873 84 K87
Total wmm ' 774,502 744 440
Commitmens and MWM B thmgh L |
lotal Capisalization and Liabilities $3.934.709 $3.919.306
T T gy T T e Sy S ey o . il
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' w»mnmu us‘u FLOW INFORMATION

R Ve 7 | (Thowsands of Dollars) 1991 1990 19
A fows Net income $ 134565 $ 120672 § 1A
‘ E'MW“N Principal nos-cash charges {oredies) to net income:
ACTIVITIES and amortization 119,264 122,281 19.3%
Capital leasc and ather amortization S 447 a4 200 s
Difereed income taxes and iovestment tax credits-net (189" 20,538 9,467
Allowvance for equity funds used during construction (1L45%) (1478 16
Phase-in plan deferrod rovenues and related carrying chages 56,830 (38.734) (114,442
o Changes in working capital other than cadh (Nee |) (43,056 21 AN
= Okther -~ it 5 35,541 211451 24,7406
Net Cash Provided from Operating Activities 347,548 N 0% 32971
© Cas Frows Usse Construction expendinures 12.76) (100718) (HK.169)
JE: ﬁmm Orher - net (24346 (1404) B9
ot | ~ Net Cash Used by Investing Activisies (152,122) 0iN122) (91, 6)
~ CAH Fows Usin Sal of bonds 50,000 199,450 18,500
A L’ Financinc Dividends on comman .k ("R040) (4972) {72.397)
. ACTvITIES Reductions of long-term obligations:
A= Py W“mm (K505 31971 (24526
] Long-twem delw _ (58,782 (201,7KK) (19,028
mﬁnm (42,997 3.51m (29.55%)
MMW (1,383) (17321 H0KTR)
y-ana Wuedmm (23,704) (34,170) 148,707
Qb v, 7¢ C o Pemiam an seacquived dob 2.947) (3.349) e
b s Mam ; 24100 2120 246
4 i , mm'mumm 9T (245.512) (86681
‘Nummwg&mmmamm (13,381 (34,543) 51602
s mmdmmywh investments at beginning of year 31,876 97,159 48587
: lmwmnﬁmuMuiw $ 2524 s A6 § 97,159

5 l-m(mafmmml‘ud) $ 136,147 $ 15375 § 166,702
Income vaxes § 86201 § 41393 §2M187
wmmw $ 22,028 $ 3102 § 542
ESOP preference stock issued $ 30060 -
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COoMMON ST00R
CAFITAL SURPive

Retaman Earvavgs

Thiasvmy Sjock

A

Stmsany oy
AL COUNTING
TR TRTAY

BYATEMINT OF CONSOLIDATID ’M
COMMON STOCKHOLBERS RQUITY

fﬂnuAM of Diodlass) 199) 1991 1089 1988
Cmmudmdutslpa‘m §Thae § ALY $ 509 § ANy
Copioal stock expense and other (change) 9 o 97 (RTE}
Balanc: 11 end of year 926,362 veR 4l ) G2N 043 927 440
Net inceme 133,565 1214672 13002 114,566
Dividends declared 8040 (*4.972) (72.397) (77.571)
Balance ut end of year 430,684 AR1,159 1344% 293,854
Stock reparchased (net) (28,49 ETRER (45,587 (189 096)
Balance at end of year (327 44 (303 544) (269431 (223 844)
Total Coraman Stockbolders' Equity st $1079,14) $1 006,190 $1.070,878
B T o T S S T R e e e e S A e s s

See Nutes w0 Consolidicted Financual Stutements.

NOTES 10 CONSOLIDATED FINAMCIAL STATFMENTS

( th\lﬂ TBATION

- —— T IRV S U ————— g il Syt NS,

The consalidated imancial statements include ch( accounts uf l)()} .md i"s aubudurm All mate-
tial intercompany balances and transactions have been eliminated in the preparation of the consel-
iduted Bnancial sttements,

hwun Prant ANE Lourrmest

e A . o e . A . e~ A it g e N T

Poaperties are stoted at the original cost uf construction. This inchudes the rolated pa)mll taxes, pen-
sions and other fringe benefies, and admunistrative and general coss. Tt abso includes an allowance for
funds used dusing construction (AFC), representing the estimated cost of debt and equity funds used
o inance construction, The AFC capitalized varies uccording 1o changes in the level of construction
work in progress (CWIP) and in the cost of capital, APC is eredited 0 imcome. The Company does not
realize cash currently from this allowanc~, It realizes cash over the life of the plant through increased rev-
coues resulting from higher tate base and higher depreciation expense. The AFC rates applied w CWIP
were 9.6 percent, 9.9 peroent and 10,1 percent in 1991, 1990 and 1989, respectively.

Additions and replacements of property units ate chatged to plant accounts. Maintenance, rcpairs
end replacernent of minor jrems of propesty are charged 10 expense as incurred. The cost of property
retired pliie removal sosts, less any sabvage value, is charged 1o the accumulated provision for deprecia
tion. Substantially all of Duquesne’s properties are subject to a fitst mortgage lien.

DIiFRECIATIOS

o

Depreciation of dlectric plant is provided on a straight-line basis over the estimated usetul lives of
praperty. Depreciation and amortization of other praperty are caloulated on various bases, such as te
amount of nuclear fuel burned.

As perminted by the PUC, Duquesne recovers through rates its share of the estimated future decom-
missioning costs for its operating interest in three nuclear units. Dugquesnc’s shase of such costs are estic
miated at $80 million for Beaver Valley Unie 1, $23 million for Beaver Valley Unit 2 and $38 million
for Peery Unic 1, These amounts include cost of removal as well as decontamination costs. Amounts
callected from customers through rates are deposited in segregated accounts that can be used only for

29
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future decommissioning costs. Collections and relared interest of $11.3 million are in Orher Property
and Investments in the Consolidated Balance Shoet, with the related liability i Ober Dieferved Crediss

Huwumwn

) Gt i}, e S Sl - e 4, (4 . ok ke e

Maintenance costs related o scheduded outages at thr Company's nmkw unis are ddermi s mwm-d
and amortized over the 18-morith period beeween scheduled « arag s All other maimtenance costs,
including the costs of furced outages at the nuclear units, are charged 1o expense as incurred.

Rivinues

Customer meten are read and billed mumhh Rm nues are recorded in the accounting periods i
which they are hilled. Diefetred revenues are associated with the Company’s 1987 rate case. Sex Note H.

Incone Taxes

Dieferred income taxes wsull from timing duﬁm-mca in rhv. recognition ul fevenue nmi CXpens fm
financial and tax reporting purpases. Deferred income taxes are provided ut the statutory rate in effect
at the time the difference originates. The deterred tan effocts of cenain uming differences, however, are
not provided in order 1o be consistent with rateruaking policies. These differetices are recognized for
ook purposes, and in rates, in the years they affect taxes payable. As of December 31, 1991, the cumu-
lative net amount of timing differences for which deferred income taxes have not been provided was
about $450 million. These itens are principally book versus tax basis differences.

Lnvestment tax credits related 1o utility property generally were detersed when applied to reduce the
Company’s income tax Liabiliey, They ate subsequently reflected as reductions to tax expense over the
lives of the relared assets

In February 1992, the FASB intends to ssue Statement of Financial Accounting Standards New 109,
Awcounting for Income Taxes, which requises the liability method of accounting for income taxes. The
adoption of this statement will not affect the Company'’s pulicy stated above for mvestment tax credins.
The Company mus dop: the statement by 1993, Adoption of the statement is expected to have a
onc-time fuvorable income statement impact of abour $10 million. Duquesne expects that the deferred
tax udjustments will be offset primardy by regulatory assets of about $650 million and regulatory
liahitities of about $60 million.

Deeprnsn Poee Cosrs

Duguesne recovers from customers tucl and other energy costs not otherwise recovered through base
rates, through an annual ECR. The ECR s based on projected costs and is recalculated each vear, It
includes an adjustment for any previous over or undercollections from customens. Duquesne deters
the difference berween actual encrgy costs and the amounts currently recovered from customers
through the ECR. The difference is recorded as a payable to, or receivable from, customers,

Nucitar Fuel Cosrs

Duquesne finances its acquisition of nuclear fuel through a capital lease arrangement. The cost of
nuchear fuel is charged 1o fuel expense based on th. quantity of dectnic energy generated by the reactors,
The LS, Digpartment of Enetgy (DOFE) is responsible for the ultimate storage and disposition of spent
nuclear fuel. Duguiesne pave DXOF a fee for future disposal service. This fee 18 recovered through rates,
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For the purpose of dhe. smseenent of cask Hows, the C ‘ompany considers all highly qud investments
that mature in three months or less 1o be cash equivalents.

Riviassinin ATIONS

The 1990 and 1989 ﬁmnml statements hnvc boen mhmtusd 1o cunfunn wnh ACOUntng presenta-
tions adopted during 1991,

In 1984, the CAPCO companies agreed io minimize constructon work and cash expenditutes on
Peery Unit 2 pending consideration of several alicrmatives, induding resumption of construction or
cancellation of the unit. In 1986, Duguesne abandoned its interest in the unit. In 1987, Duguesne
recoived approval from the PUC to amortize and recover its original $155 million investment in the
unit over @ tenyear period which began July 1, 1987, Dugquesne 1s not carning a return on the uore-
covered cost of the unit, which was $79 million at December 31, 1991, The Company accounts ©
this abandonment in accordance with Statement of Financial Accounting Mandards No. 90

I 1989, Duguesne entered into an arrangement with an unaffiliated corporation by which Duguesne is
entitled 1o sell and the corparation must purchase, on an ongoing basis, up to $100 million o its
accounts tecvivable. At December 31, 1991, 1990 und 1989, Duquesne had sola $20.5 million, $50
million and $77 million, respectively, of customer receivables and 34.% million, $18 1 million and $13
million, respectively, of other receivables. The sales agreement includes a limited recourse abligation
under which Duquesne could be auired to repurchase certain of the receivables. The maxioum
amount for which Dusuesne 18 gently liable was § 4.2 million at December 31, 1991,

Amosents in Thowsands of Dailars wi Divcember 31, 1991 F o) 1989
L ustormet accounts receivable 137,706 $117.2%4 $111.083
Ovther acooums receivable 34,568 087 27140
Less: Recenvables sold (25,000 (68,1 39) (90,000
Allowance lor uncollectible accouns 30, 89%) (16,805) {11,244)

Total Receivables | ' $116.17%6 T $ 36979

- A g | o o
-

TR RS

Duga.cne b an extendable revalving credit agroement with a group of banks oling $225 million. The
initial expiration date of this arrangement is November 30, 1992, Depending on the option selected by
Duguesne at the time A cach barrowing, interest rawes can be based on prime, federal funds, Zurodollar or
CD rates. Duguesne pays a commitment fee based on th whaormowed amount of dn- commitment.

Awsunts in Thowsand: of Dedlars for Yeur Evded Lecewnloer A1, 991 90 1989

Maximum short-term bank and commercial pape:
borrowings outstanding S, 000 §53.000 $104.900
Average daily shor-term borrowings ourstanding 10,999 14,298 15,591
Weightd average daily interes rate 6.36% 8.34% 1%
e z S — R R
Y
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The Company leases tuclear fuel, a portion of a nude « generating plant, office buildings, computer

WNWMMW The capnalized leases are sumsmarized below:

Amaits 1« Thowsands of Dollar as December 31, 1991 a0 1989
Niusclear el $170,704 $192657 $186.204
Flectne plam : <ha0 LERRL F3920
Total 220,106 285,71 22124
Less accumulated amortization (Ka,003) (ROL000) (3470%
mwmwm-m sm.mm §195,791 umm«

B e R L

In 1987, Daquene sold s 13.74 peroent interest in Beaver Valley Unit 2, exclusive of transmission

and common faciline. The total sdes price was $537.9 million. which was the appraised value of
Duguesne’s interest in the prperry. Duguesne subsequently leased back ity interest in the unit for o
term of 29'/: years, The leases provide for semi-annual payments and are accounted for as aperating
Teases. Duguesne is responshle under the terms of the lease for all costs of its interest in the unit.
Leasod nutear fuel is amortizec as the fuel is burned. The amortization of all other leased property is
haied ¢a the tonral payments mace. Such payments for capital and operating leases are charged 10 oper-
ating expenses on the Statement of Consolidared Income. The following summarizes those rental pay-
ments reporied in the Statenent | f Consolidated Income for the thee years endled Decermber 31, 1991

Amownts in Thowands of Dallan ‘or www.u, 1991 19490 1989
Operatng leaes $ 65404 § 65,98 $ 05,292
Amartiation of capital leases 9,329 43,364 29207
Interest on capital feases 7 10,087 10334 B.45%¢

lotal Rental Paymen.. $114,79% $119.691 $104,154

Futuie minimam lease payme at: for capital leases are related principally to building leases and the
estimated usaze of nuclear fuel fiaane sd through leasing arrangements. Minimum pay rents for oper-

ating leases arc o'
minimum lease pay ments at December 31, 1991 were as follows:

sted principal'y 1o Beaver Valley Unie 2 and the corporate hicadquarters, Future

Amount: in T wsands Mﬁr Yeur Ending Deceniiber 31, Ohperating Leases Capira! Leases
1992 $ GaSHT § 52,99
1993 65087 S
1994 62408 31,000
195 F1.250 14,589
1996 61,221 8395
1997 and thereafier 1402161 36,900

MMMM $1.018.780 7R 116
Less amoum rq:mmg erem (45.387)
Piesean vqlu: of minimom leasc p& enits for u;ma) !mm $1AL 729
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* The Compeny’s federal income tax returns are closed through 1985, The returns for 1986 and
l ';:?::* 1987 are carrently beirg reviewed, and che 1988, 1989 and 1990 returns are subjoct to review. The
- IR Company believes that the final scethenent of federal and state tases will not have a material adverse
oy effect oa its finuncial position o1 resuls of operations. Since DQE s formation in 1989, the Company
has filed a consolidated federal tay return
Phousands of Dollars) 1991 199 1990
el ‘ i-tadad in oparating expenses
AT Casrrently payable:  Federal $ RAB62 $ 44741 § 6,558
"N Mate 31,980 10,8 1919
TS Deferred - net: bederal (4.823) 31,430 62.269
e, : State (10,750) 920 153
Al Tmstment tax credies deferred - 1.1 5,128 (58580 (4,760)
E , MW& t?:dq Expeuses 5o 76,247 65678
Rty Inchuded in other incme and deductions:
N Currently payable:  Federal 2780 6720 8,084
. Seste 117 1964 2IM
Dieferred: vederul 1943 481 L]
State 4l o (s
Tsvestment tax credits (459 459 (459
Total In-tuded in Ocher Income and Dieductions S M1 8,548 941
Tosal Income Tux ¥ xpense $101422 § 84,795 § 75410

IS TSR I SIS S RIS S I,

mm&%m#ludlymmufnﬂm:

Total income toxes differ from the amount computed by applying the statutory federal income tax
rate 1w income before income taxes and Duquesne Light Company preferred and preference dividends.

$ 74074 § 69773

Saurces of tneome taxes deterred and the related x effects were

Campured federal income tax at statutory rate $ B304

Tacrease (decrease) 10 taxes resulting from:
Tawess of book over tax depreciation 5,433 R547 b))
Srate income taes, net of federn income tax benehit 15079 5.214 246
Amortization of deferred investment tas credis (5.787) {6435 (5.982)
Orher - et S493 2498 1,833
Total Iucome Tax Expense $101.822 64,795 $ 75419

Exces. of acoelerased over straight-line depreciasion § 20957 $24.2% $ 2K 740
Dieferred revennes recosded (recovered) tor book but not for
X pUrposes (21,240) 12774 43,208
Allowance tor uncollectible accounts ($.950) (272 {4,290
Onher - net 6,974 (7 4505 (3.062)
Total Deferved Income Tax Expense (Bewfit) $ 13087
R S e R S S I I S T T e =S e ]
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iy Duguesne has tmltmd retieement plans o pmvadc pensians fot nll full-time empiuy«s Upon
retirement, emplovees receive 8 monthly ponsion based on lengeh of service and compensation. The
Company’s policy 15 to expense and fund the pension cost determined through the use of the unit
(LOT cradit actuanial cost method. if this amount is at least equal 10 the minimum funding requirem.nts
S : reauired by the Emplovee Retitement Incoime Security Act (ERISA) and does noi exceed the maxi-
[ mu tax deductible amount for the year, Dension cosis charged to expense o construction for 1991,
R 1990 and 1989 were $11,2 madlion, $12.6 million and $11.7 million, respecti-ely.
‘ The following sets forth the funded status of the retirement plans and amounts recognized in the
Wﬂdmﬁmnlhmw 31, 1991, 1990 & o 1989,
IM uf Duﬂm) 1991 1990 1989
Actuarial present value uf benehts rendered 1o date
Vesied benefits s2m9.91% $241.193 $2265%2
Nonvested benchits 14,294 19018 19,000
Accamulated benetit obligations based on
compensation to date 294211 261108 245541
Additional benehts basesd on cstimated futuse salary levels 64919 6,434 S8 MM
Projecred benen obligaven 359,180 37540 A03,849
Fair market value of plan wsees w2027 A19,594 22008
£ MMM.WMM § A2avr § 2082 § 18210
1 e Unrecognized net gain 5 B6.693 § Sa47 $ 6,156
= Unirecognized prior servies cost (22.317) (23.95%) (15 868)
‘ Untecognized net transition liabiliy 22918 24728 (26,538)
Net pension hability per balance sheet BA6N) (<831 FRILY
, " 7 s R $ 208 5 J8216
Mam«l meaf U on ;hn asets 7 7.50% £.00%, %%
Discounit rate used 1o determine projecred
Mdﬂvﬁm .50% 8,00 2 750
g : Average mud dum in compr sation lwcl» 57%% 5.75% 5. »sm.
_ =y Plan assets consist primanily of common stacks, Umwd States ublngaricms amd vorporate debt securities,
1= o1 Net pension cost for 1991, 1990 and 1989 was computed w folluws:
_ (Thousans of Dollars) ‘ L 1ok
t Servive vost benefits earned during tht year § 99 § AT § RS
RS » Interest on projected benefir obligation 24,708 Ll 21700
U © Rerutn an plan asers 80,161 (897 (58,683
Wh ‘ Net amortization of deferrals 57419 16289 40,168
:" AN Net Pension Cos: s 1219 $ 12428 s 11473
gL - ; B s e . T — sirgi
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Duquesne maintains separate 4010k retirement plans for its union represented employees wod s
management caiployees. As of January 1, 1992, Duquesne implemented a matching feature with
respect to ity 401 (k) Retrement Savings Plan for Management Employees, which provides that the
Company will match $.25 for every 1.00 that employees conttibute to their 401(k) accounts wp 1o a
miaximum of 6% of their eligible salary. The Company will match up 1o an additional $.25 on every
$1.00 if cortain incentive targets established by the Company's board of directors are met, The
Company is funding its matching contributions with contributions 1o an Employee Stack Ownership
Plan (ESOP) established in December 1991 (see Note K).

In 1987, the Company’s sharcholders approved a long-term incentive plan through which the
Campany may grant management etnployees options o purchase wp o a ttal of three million shares
of DQE's comman stock during the period 19871997 at prices equal 1 the fair market value of
such srock on the dates the options were gramed.

As of Diecember 31, 1991, active grunts totaled 1,277 927 shares, at exefcise prices ranging from $12.31
10 $28.75 per share, which expire at various dates from 1997 10 2001, Stock appreciation rights (SARs)
have been granted in connection with 822,427 of the apuaons outstanding. During 1991, 229,207 SARs
were exercised, 10,846 options at $12.312% were exercised for shares and 47 900 options lapsed. OFf the
1,277.927 grants active at December 31, 1991, 540,541 were not exercisable at December 31, 1991,

ETRHEN POSTREVIREMENT BENEVITSE

The FASB has issued Stement of Financial Accounting Standards No. 106, Fesployer s Accounting for
Postretirement Benefits Osher Than Pensions, which requares, among other things, acerual of postretite-
ment health care benefits during the vears an employee provides service. The Company is required 1o
adapt this statement by 1993,

Duquesne curtently pays a portion of its carly retirees posaretirement medical coverage fram the
date of early retirerent through age 65, These costs are reflected i the Company's inancial statements,
and recovered through rates, on a pay-as-you-go (cash method) accounting basis. This expense is
approximately $1.3 million anoually.

Based on estimates, the unfurded transition obligation telated 1o comriburing toward the cost
of postretitement medical coverage for the Company's retirees throwgh age 65 will be berween §27
million and $70 million, The Company expects thar it will amortize this cost over swenty years,
Thie annual cost, including this amortization, is expected w add besween $3.5 million and $11.5
million 0 current expense.

Assumming the PUC will provide for future recovery of these amounts, similar to the recovery allowed
for pension expense, there would be no effect on Duquesae’s earnings. If future recovery is assured, the
difference berween what is currently being recovered through rates (current cash outlays for such
benefits) and the amount required 1o be weflected for hinancial reporting purposes would be set up as a
regulatory asset for future recovery. The PUC is expected to provide gaidance on this issue prior to the
required adoption of the statement in 1993,

A5
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In March 1988, the PUC ldopted an order that mcrami unmul revenues by approximately 5“\‘
million. The ordes reflected the PUC s allowance of a 12 87 percent return an equity and an overall
cate of return of 1094 percent. Aithough the nev: rates became effective at that time, the PUC ordencd
the increase to be phased in over a period of six years. The dehiciencies in revenues tesulting from those
scheduled rate increases ar: deerred and will be recovered by the end of the sixth year. The phase-in
plan was designed to include a retuen equal to the after-tax AFC rate on any revenues deferred for later
recovery. Previously deferred revenues of $87 4 million have been recovered as of Dieceniber 31, 199,
Deferred revenues and relared carrving charges of $211.1 million remain to be recovered as of
December 31, 1991, Duguesne expects this deferred asset 1o be fully recoverad by the end of the
phase-in period. Duquesne currently has ro pending base rate case and currently has nia plans 10

file 4 base rate case.

Otunm Cosre oF Usirs Not v Rars Ihu

In July 1987, the PUC appraved Duguesnc’s petition to dclcr for pmmble recovery in a hmm: rate
proceeding, nitia! operating and other couts of Perry Unic 1 and Beaver Valley Unit 2. The costs
deferted were incurted from November 1987, when the units were placed in commercial operation
until the March 1988 decision of the PUC in the rate case, In that case, the PUC deferred ruling on
the recoverability of thase cosr These costs, net of deferred fuel savings relared to the two units,
totaled $51.1 million at Dece, er 31, 1991, The Company 1s not carning a current return on the
o4 ferred costs, The Company believes that these deferzed costs ultimarely will be recovered.

m»ruum Coar Cosrs
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M,imu»;in 1981, the PUC directed Duquesne w0 hegm ddrmng recovery, thmu;h dw EC R a! the
delivered cost of coal ir excess of generally peevallung macket -~ e for similar coal. However, the PUC
allowed amounts deferred 1o be recovered from customers during periods when the delivered costs
of coal are less than generally prevailing market prices. The PUC estab! shed two coal cost standards,
one applicable only 1o the Manshield plant (Mansheld coal cost standand) and the other applicable 1o
the emaindcs of Duquesne’s system (system-wide coal cost standard), both of which are updated
manthly to reflect prevailing marker prices of similar coal during the month. The unrecovered
{deferred) cost of Mansfield coal peid by Daquesne was $6,.2 million at December 31, 1991, There

were no deferred coal costs related to the sysiem-wide coal cost standard at December 31, 1991, The

Company believes that the deferred coal costs will be recovered.

A Joint Petition for Settlement was approved by dhe PUC in June 1990 thar clarified certain aspects
of the existing system-wide coal cost standard and extended it threugh March 1992, with an option
for the Compasny to further extend it throagh March 2000, This joint petigon recogni 55 costs at the
Company’s Warwick minc and allows for recovery of such costs, including the costs of alumately
closing the ~ine. In December 1991, Duquesnie exercised the first of two aprions which extended the
standard through March 1996,
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The Warwick mine had been on standby since 1988, 1n \nplvmbn 1990, the (nmpmw cmcnd into
agrements with an unaftiliated firm 0 operate the mine until March 2000 and 1o sell 1o the |
Company coal from the mine during this period. Production began in lave 1990, and full production |
was teached in March 1991, Duguesne’s net investment i the mine, which was $35 million at I
Diecember 31, 1991, is expected 10 b tecovered through the cost of coul during the period of rhe

iy system-wide coal vost standard, including extensicns, Duquesne is also recovering through the system- |
i wide voal cost standard 4 provision for the desing of the mine ($3.8 million at December 31, 1991), |

Prorsarys Hito tox Forvm U o
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FJ In 1986, the PUC mpmvedDuquums mqumwnmmhmuervumndphcem “cold rewerve” the :
E. Phillips and most of the Brunot lsland power stations. Duguesne’s net snvestment in the cold -reserved

units was $106.6 million ar December 31, 1991, These stations are expected to be returned to service i
i cnection with the Joig-4etm eaie of power 10 GPU, }

4 umunrmm

The Comp  y estimates that nt mll spend appmx.matd) S i %(! mnllum 0N construction dum\g 1992, E

COMMITMINTS AND

T T e ST Rl e e Rt 6
T ] :

: i e Construction expendinures for 1993 through 1996 are expected to total $530 nullion. These amounts :
aichude ARC, naclonr Fodl, the progiosed sramaction with GPU nd expendituises fist possible carly |

replacement of steam generators at the Beaver Valley Station. j

¥ NUCLEAR INSURANCY i [ 3 ML o o T LT - sy l
Ir The CAPCO companies maimtain a nuclear insurance program 10 the maximum extent nvmhbk Thu |
": program curcently provides $1.265 billion of primary and excess property insurance and $1.25 billion 1
; of decontamination liability, decommissioning liability and excess property insurance for the $5.8 hil- :
e, lion total investments in Beaver Valley Units 1 and 2. The CAPCO cempanies have similar property '
E»'U‘ A insurance for the $5.4 billion rotal investment in Perry Unic 1. 1f the properiy damage reserves of one f
i-r:'- of the insurers are inadequate to cover claims arising from an incident at any nuclear site in the United |
i States covered by that insurer, Duguesne is obligated 1o pay retrospective premuums of up o $3.1 mil- .

The Price-And srson Amendments to the Atomic Energy Act provide nuclear hability indemnification |
that limirs public Hability from a single incident at a nuclear plant 10 $7 4 billion. The primary finan- ]
cial protection is provided by purchasing the maximum amount of available insurance of $200 mil- i
lion. Additional protection of $7.2 billion would be provided by an assessment of up 1o §63 million
per incident levied on cach of the nuclear units in the United States, subject to a maximum assessment ‘
of $10 million per incident per nuclear unitin any year. Duques ie’s current interest in three operating |'
reactors would subject Duguesne ¢ a $47 million maximum assessment which it would be liable to .
pay with respect 1o an incident at a nuclear plant. Duquesne’s payment of this assessment would be :
limited 10 a maximum of £7.5 inillior per incident per year. An additional surcharge of § percent :E
could be levied if the toral amount of public claims exceeded the funds provided under the rerrospec- !
tive program. Duquesne’s share of thie surcharge would be approximately $2.3 million, subject to any ‘

}
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increases for inflation, Congress could impose further revenue raising measures on the nuclear industry
if funds prove nsuffic 10 pay claims.

WisyaNuuOuLsr Lawsun
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On Apil 30, 1991, the CAPCO companies. owners in varying percentages nf interest in Beaver Valley
Units 1 and 2, filed suit against Westinghouse Flecune Corporation in the United States District Cour
tor the Western District of Pennsybvania. The suit alleges that Westinghouse supplied six steam genera-
tors for the units which contain serious defeces, particularly defects causing tube corrasion and cracking,
and secks monetary and corrective relief. Steam generator maintenance costs have increased due 1 these
defects and will continue 1o increase in the future. The condition of the steam generators is being dosely
monitored and, if the cortosion and cracking continue, this will result in their replacement short of their
40-year design life, No site specific estimates of the cost of replacement of the seam generaors are vet
available; however, the costs of replacing steam generators at nuclear units of other utilities have
exceeded $100 million per unit. While the Company cannot predict the outcome of this liigation,
the Company does not behieve that such resalunion will have a material adverse effect on i financial
position or results of operations. Duquesne’s percentage interests in Beaver Valley Unit 1 and in Beaver
Valley Unir 2 are 47.5 pescent and 13.74 percent, respectively. Duquesoe is the apetator of both units,

(.t ARANTERS
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Duquesne and the other U\PUC) companies have sunmueed cerain debt and l«mc uhbgamm in
connection with a coal supply contract for the Bruce Manshield plant, At Decermber 31, 1991, Duguesne’s
share of these guarantoes was $45.5 million. In January 1992, $72.8 million of bonds were refunded at
lower interest tates. This guarantee was reduced to $40.6 million in Janwary 1992, In general, the
prices paid for the coal by the CAPCO companies under this contract will be suthcient to savisfy the
debt and lease obligations. The minimam future payments in millions of doilars to be made by
Dagquesne that relate solely to these obligations are $5.8 in 1992, §7.2 in 1993, §6.9 in 1994, $6.6 in
1995, $6.2 i 1996 and $21 thereafier. Duguesne’s total payments for coal purchased under the con-
trac were $32.6 million, $25.7 million and $30 million in 1991, 1990 and 1989, respectively.

01 His

The Company is mwﬂm‘l in various other legal proceedings. The (,om;um bdwm mch pmwadmy
in the aggregate will not have » matenal adverse effect an its fimancial position or resules of operations.
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{ Thovsands of Dollars) 1991 1950 K9
Revervables (Noze C) (85829 $(25,368) $118.154
Materials and supplic. 122 (17,030 (%.714)
Onher current assets 19008 (2.753) {1153
Accounts paviblke 827 24,508 (7,996)
(her current Babilities 25,755 20864 (3418
' W $43,050! $ 28 $ 96878
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The Company has pad o regular quartedy common stock div ldmd md\ year since 1953 Dividends
were 32 cents per share for each quarter in 1989, The quarterly dividend was increased 1o 34 cents per
shate effective with the dividend paid January 1, 1990; 10 36 cents per share effective with the divi-
dend paid January 1, 1991 and to 38 conts per share effective with the dividend paid January 1. 1992,

The following surnmary indicates the changes in the number of shares of common stock outsand-
ing duting 1991, 1990 and 1989:

Thowsaricds of Shaves for Year Ended December 31 1991 L o9
Outstanding - hegianieg of year §3,759 55,340 57831
Rewssuance bhom treasury stock 1~ 4 10

Repurchase of vonmon stock @ H (1.54%) (2,501

Outstanding - Ene of Year 52.90% 34,740 45,340

e ¢ = pRsT——
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Punnm AND PRErLEANCE STk
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The preferred stock s entitled 1o quarterly wmuhnvc dwndmds If four qumcﬂy div Idl‘ﬂdi o afy
series of preferred stock are i arrears, holders of the stock are entitded to dect @ majory of Duquesne’s
board uf directors until all dividends have been pad.

The preference stack is entitled 10 quanerly cumulatve dividends, provided that no dividends on
any series of preferred suock are unpaid. If sis quarterly dividends on any series of preference stock are
in arrears, the holders of the preference stack are entitled to elect two of Duquesne’s directors undil all
dividends have been paid.

The outstanding preferred and preference stock gencrally are callable on ot les than 30 days’ notice
at the prices stated in the table on page 40, plus acorued dividends. Cernun call prices decline in 1992
and beyond. The preferred and preference stock are subject to various purchase and sinking fund re-
quirements. As of December 31, 1991, the maximum combined aggregate sinking fund and mandarory
purchase requirement for preferred and prefetence stock is $2.5 million in 1992 and $1.3 million vor
each o the following four years.

In December 1991, the Company established an ESOP 1o provide marching contributions under
its 401(k) Retirement Savings Plan for Management Employees (see Note Gl Duquesne issued
and sold 845,070 shares of Preference Stock, Plan Series A, to the trustee of the ESOR Dugquesne
received a note from the trustee valued ar $30 million as consideration tor the stock, The preference
stock has an anoual dividend rate of $2.80 per share and each shore of the preference stock is
exchangeable into one share of DQE common stock. At Diecember 31, 1991, $30 million of prefer-
ence stock issued in connection with the establishment of the ENOP has been offset for financial
statement purposes by the recognition of a deferred compensation henefit. Dividends on the prefer-
ence stack and cash contributions from Duguesne will be used 1o repay the ESOP note. In future

e L e e e i e e
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years, as shares of preference stock are allocated to the accounts of participants in the ESOR the

(20530 por dvwrr reiuntary bignaditssn setier
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Jf Company will recognize compensation expense, and the amount of the deferred compensation
A benetit will be amortized.
) ? Wm-w AND : ' '
g, Thowsand: Por Shasy Amosnts) Outstanals Dievesssd er 31,
.'  PREFERENCE S100K " s B, Jay epovnir s
Car DuguEssy 1991 1990 1989
tmr Company Call Price , e , ,
: ] Per Share  Shans  Amount  Shares  Amount  Shires  Amount
Preferrad Stack Serfes: (1)
Ll A25% () $ 5100 8 5 a0 48§ “A07 145 8 7407
: :J.‘..‘ 00 (D7) 51,50 550 A% 550 27486 5% 274l
- £10% (9(7) S17% 120 6012 120 6012 120 6019
C J 4.15% (9N §1.7% 12 6643 132 0,643 1A 66ad
A.20% (A7) 5174 100 5.021 100 5,021 0o 00
$2.10 ()M §1.84 15 BA9 159 K039 159 8039
$7.20 (@ 101,00 N9 NS ST TR T EEUR TR
8975 (a6)HM 104,02 Rl TR 104 10,548 146 14600
SR04 106 e - -~ o bt 176 7830
Total Preferred Stock 1608 100468 1632 HOLBGE  LAGS 126159
Preference Stock Series: 12)
$LAI5(807) - - = (477 29440 1,200 30000
SL100 (5307 3570 117 20,383 1078 29,383 L20C 30000
§7.500 (4)(6) 101.00 8 K602 02 9172 W 9,542
$9.125 46O 10436 161 6w 23 22 M 29420
Preference Stock, Plan Series A (62(10) 38,30 #45  S0.000 A ave - o
Total Preference Stack 2268 BAITS 2667 279 2790 98962
Puschase and sinking tund requirements 17,5001 (4.054) (5,130
Dieferred ESOP benefi (30,000, ~- -
Total Preferred and Preference Stock M76 SIFTMS 4290 IO Ay $20.09)
1 Poetrored bk . 000000 gutborvead ibtres. 330 par value, cumuistine 5 Rebreren e
1321 Prefocen s sock: 5000 qusbrseed ihare. 81 g wadbee caemmdatone 17 - rerders e

> -~y

First mortgage bonds totaling $50 million and $73. Smiﬂmn mmuedm 1991 and 1990, respec-
tively, through the Company’s medium-term note program. These bonds have intere tates averaging
8.25 percent and 8,47 percent, respectively.

Since 1985, the Company has reacquired $575.5 million of its high cost debt. The difference
berween the pur-hase prices and the net carrying amounts of these bonds has been included in the
Consolidated Balance Sheet as Unamortized loss on veacquired debr 2uquesne amortizes and recovers
these losses through rates. The current balance of Unamertized s on reacquared deb is $5% 3 million.
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0o 6106 R0.000 80,000
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1% % 20415 94.161 M2

9 9 12116 99,000 1000 0656

9 % 2447 100,000 100,001

Less current maturities and sinking fund requiremenis (B4,050) (13.700)

AtD ember 31, 1991 and 1990 the Company was i compliance with all of its debt covenants.

Sinking fund requirements and maturitics of long-term debt outstanding for the nest tive years are
as follows (in tmllion.) as of Digember 31, 1997, 511.9 and $74.6, respectively, in 1992; $12.1 and

ety $1.00n 1993 §12.7 and $.8 in 1994; $12.4 and $50.8 in 1995; and $13.2 and $ 1 in 1996,

PR The sinking fund requirements relase primarily to the first mortgage bonds ard may be sausfied by l
cash or the certification of property additions equal 1o 166/ pervent of the bonds required 1o be
redeemed. During 1991, $4.1 million of the annual sinking fund requirement was satisfied by cash
andd §7.2 million by certification of property addinons,

Total interest costs incurred dusing 1991, 1990 and 1989 were $143.1 million, $158.5 million and |
$172 million, respectively, of which $9.3 million, $13.9 million and $1% million, including AFC. were
capitalized or deferred. Debt discount or premium and related issuance exp - ses ate waortized over
che lives of the applicable sssues,

Duguesae was involved in the issuance of $421.6 million of collateralized lease bands, of which
$417.5 million rernains outstanding, b an unathiliated cotporation for the purpose of Anan, ing the
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tessar:” purchases of Beaver Valley Unit 2. Duguesne i+ also associated with a letter 2 credit sevuring
thw lessairs’ $183 million equicy interest in the unit and certain tax benefits. If certain specified events
ecout th ases could tertiinaie and the letier of credit and/or the bands would become direct obliga-
vions of Duguesne.
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Lot Company Fops Urae w ConTrolL Opiraariass Privicpad Amsersent Dnatstanidivg o Dieessber 31,
hlud Aver ige Interest Ruee Series Masariey 199§ 19
1972 5570 05 Aliegheny County Setic A W00 S008I0
1990 (H] Allegheny Counry Series A 018 S40.000 50,000
1973 3.6 T Allegheny County Series B 2003 13,050 13494
1978 .50 W Allegheny County Series ( 203 7000 17,000
1973 ST1K W Beaver County Series A 214 10,100 10,400
1990 (2 Beaver County Series A 2620 13,700 13,700
1990 (2 beaver County Series B 20 18,000 TH 000
ka4 11638 % Beaver County Serics B 2014 S1,000 51,000
1976 696 % Beaver County Seties C 2011 15,000 15,000
1990 7 (b3 Beaver County Series C 2024 #4250 44,250
1983 19.50 % Ohio Dieveloproent Authoriny 2013 20,500 20,500
1985 11,125 % (1) Ohio Develapment Authority 2014 610 510
1958 (3 Ohio Development Authoriey 14 71000 71 000
1989 05 5 () Ohio Development Autharity 2023 15,500 13,500
Less cusrent man rities and sirking hind requirements IS e
Tonal pollution control ol atins 392,895 494,320
$% sinking fund obligations Gae March 1, 2010 6,042 7,592
Miscellaneous 338 -
Total Ctiver Long-term Debr §399,275  $401,912
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The pollution control abligations arise trom the sale of bonas by public authorties w finance the
construction of pollution control facilities at Duquesne’s plants or 1o refund such bonds. Duguesne is
obligated 10 pay the prncipal of and interest on the bands, For cerain of the pollution control obliga-
tions, there is an annual commitment fee for an irrevocable lerter of credit, The letter of credliv is availabie,
under certain circumstances, for the payment of interest on or redemption of a portion of the bonds.

In addition to its whally owned generating units, Duguesnie, together with ather electric utilities,
has an ownership or leaschold interest in cortain jointly owned units. Duquesrie 1s required 1o pay its
share of the construction, und operating costs of the units, The operating expenses of the units are
included in the Statement of Consolidated Income.
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Amounts included in the Consolidatcd Balance Sheet at December 31, 1991 as property. plant ~ad
wquipment include the following {thousands of dollars):

Const action
Percentage Utiliey Plane  Accumulared Wk in Fuel

Vinit Laterest  Megaw.its  inService  Depreciation Progress Source
Cheswick 0.0 570 $ 118 § ofiK2 $ 586 Coml
Elrama (1) MO ar 193,314 102020 1488 Coal
Fr. Maran 1 SO 6 05 49 26.7%7 1723 Cowl
Fasalake 5 M2 186 05,560 A8 18RS Coal
Sarmis 7 32 157 4941 26,362 494 Coal
Brace Maoshald 1 1) 293 bkl 15477 50,125 ] Coal
Bruce Mansaeld 210 8.0 62 1021 130 an Canal
Broce Mansheld 311 A 10 87348 M8 89 Coal
Beaver Valley 1 48 345 399,634 131,568 3624 Nuclear
Beaver Valley 22 13,74 14 15,683 1620 176 Nuclear
Beaver Valley Comman Facilities 20K 4 34.5%° 1738
Pesry ) 1A% 16 e 97 99,728 A3 Nuclear

Total 270 2,207 965 09,778 21387
Cold-reserved units: K

Brunot Island 1000 M #1538 34009 12 Fued Ol

Phiftips 1) 100.0 300 148055 6114 b Coal

Toral Generating Units AATS  R2AMRATR  STIOONK 522497

opRipIN
L2 O Cheamier 2, 9 Dvggurse snld 56 78 00 iudemss sbs Bogior iy [inus 2 evvlivsiog of orsiomitsan u i metian Rarditier. Attswan dewm spraces fosline
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The fol'.wing is a summary of selected quarterly nancial data (thousands of dollan, except per share
amounts). The quarnterly dat. reflecrs seasonal vasiations commen in the utility industry.

1991 First Quarer  Second Guarrer Third Quiarser Fourth Quarter
Operating Revenues $ 209,09 § 268,886 § 332,039 $ 29447
Opetating Income (1) [CF o 65,675 75447 59.907
Net Income 32,862 240 42916 M,362
Larnings Per Share 61 55 A0 54
Stonk price: High 2% 26% wh N
Low 2% 25 26 '
1990
Operating Revenues (11 28350 $271.307 § 304,685 §$ 271,67
Operating lncome (1) 69341 59 862 77,13 00.577
Net Income 33937 nns 38,198 RA2S
Famings Per Share o Al M 53
Stack price: High 2% 3k 2% 2%
Low 20% 20 207 2%

43

ik [ G o
\_—h_‘_‘—_-_-—_l4 e B p LN L e SR







: i L ,_ e ‘ M 1 e el o i i SO L oy I mp W
AP A e i s
"—L—\_W;J_ : L ‘ ]
SELECIED OPRRATING DATA £ voe
1991 1990 rano 1988 1987 ™
Mt}:ﬁwmmm
Kilowanti-hour wse 6341 5,984 ) (s (L 5.3t
Eletric encrgy sales billed (millions of Kwh):
1,265 27K Ay 8,156 3,065 2987
S4%0 $.2% 5,148 054 nw 4724
1042 329 AN R 291K 2784
M %4 N4 9y ag w
Total Sales 10 Customers e 11,694 11,569 11604 10.9%0 10,514
Sales 10 othet utilities 209 e 2100 216 2426 2m)
k ' 1m0 13524 13,669 14320 13,406 12415
,e‘ ) = B e S T G, - s - s o -~
, EXERLY SUrPLy any PrRonrCion Dars.
"g © Energy supply (millions of Kwh):
B Net generation - system plants
i (net of Company 115 and losses) 14,220 14,266 13485 14,144 13,208 12456
Purchased and nes inadverient power 620 296 214 176 j94 149
 New Energy Su | | 14320 13406 12,608
C (thousands of klowars) 2455 4% 1855 2456 2481 208
-;';_ ~ Peakload (thousands of kitowats) 2,402 4% 1381 3472 2,080 ERER
SEE Cont of fue ser million BTU - 153.70¢ 149.62¢ 143 8¢ 145, 74¢ 150,99 165 34¢
S BV per kilowarr-hour geresated 10,414 10,444 10411 10,304 10,449 10,624
per kilowan-hour 2.80¢ 2618 178 25%¢ 1A 288¢
mmm o CUsTOMERS < EXD OF Yiam 7 ' :
Residential 520,016 518322 516401 $13,260 S10824 509,054
mer s2617 $2.3% 51950 1456 50,904 30,346
2,026 2024 207 197K 1970
s 1818 (A28 1431 1826
2488 572892 369,961 845,536 63,196
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