:

Duquesne Light Company o oo oo
301 Grant Street
91'"‘3.\"9h PA 15278
412) 3834131

JAMES D WITOHELL
Tronsurer

March 30, 1993

Mr. David Mark, Section C..ef

Policy Development and Financial Evaluation Section
Office of Nuclear Reactor Regulation

US. Nuclear Regulatory Commission

Washington, DC 20555

Re: Docket No. 50-440 - Perry Nuclear Power Plant Unit Neo. 1
Docket No. 50-334 - Beaver Valley Power Station Unit No. 1
Docket No. 50-412 - Beaver Valley Power Station Unit No. 2

Centlemen:

In accordance with NRC Regulation 10 CFR Section 140.21, regarding the Price-
Anderson Act retrospective premium system guarantee requirements, you will find
enclosed:

1 A copy of Duquesne Light Company's consolidated financial
statements for the twelve month period ended December 31, 1992;

2 An internal cash flow projection, including actual 1992 data and
projections for 1993. This statement indicates that $7.498 million, our
portion of the $30 million retrospective premiums for the three
subject units, would be available for the payment of such premiums in
1993. Duquesne Light Company has a 47.5% ownership in Beaver
Valley Unit No. 1, a 13.74% ownership in Perry Unit No. 1 and a
13.74% leasehold interest in Beaver Valley Unit No. 2.

Pursuant to Commission rules, Duquesne Light Company has elected to utilize its
financial statement as i's guarantee of payment of deferred premiums. We are providing
these statements to meet our reporting requirements for both Beaver Valley Unit 1 and
Unit 2 and Perry Unit 1 at this time.

Sincerely,

o Y

James D. Mitchell
Treasurer

Enclosures
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INDEPENDENT AUDITORS' REPORT

To the Directors and Stockholder of Duquesne Light Company:

We have audited the accompanying consolidaied balance sheets of Duques e Light Company
and its subsidiary as of December 31, 1992 and 1991, and the related consolidated statements
of income, retained earnings, and cash flows for each of the three years in the period ended
December 31, 1992. Our audits also included the financial statement schedules listed in Item
14. These financial statements and financial statement schedules are the responsibility of the
Company's management. Our responsibility is to express an opinion on the financial state-
ments and financial statement schedules based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examin-
ing, on a test basis, evidence supporting the amounts and disclosures in the financial state-
ments. An audit also includes assessing the accounting principies used and significant
estimates made by management, as well as evaluating the overall financial statement presenta-
tion. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financia! statements present fairly, in all material

the financial position of Duquesne Light Company and its subsidiary as of December 81,1992
and 1991, and the results of their operations and their cash flows for each of the three years in
the period ended December 81, 1992 in conformity with generally accepted accounting princi-
ples. Also, in our opinion, such financial statement schedules, when considered in relation to
the basic consolidated financial statements taken as a whole, present fairly in all material
respects the information set forth therein.

/s/ Deloitte & Touche
DELOITTE & TOUCHE
Piusburgh, Pennsylvania
January 26, 1993
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Year Ended December 21,

I W S TR [P R Ieg———

{Thousands of Dollars) 1992 1991 1990
OPERATING REVENUES:
Customers:
Current $1,213,151 $1.219,091 $1,075,068
Deferred (Note 1) (98,201, (78,344) 10,784
Other utilities T2A%9 58,608 45,158
Towl quﬂkcvmua 1,187,389 1,199,650 1,181,005
OPERATING EXPENSES:
Fuel 255,866 287,855 218,824
Purchased power 9474 12,900 6,187
Other operation 279,228 289,178 267,795
Maintenance 79,146 88,773 97,756
Deprecation and amortization 127,924 119,264 122,251
Taxes other than income taxes 85,368 95,067 81,043
Income taxes (Note G) 96,255 95,941 76,247
Total Operating Expenses 933,259 938,978 864,608
OPERATING INCOME 254,150 265,672 266,402
OTHER INCOME AND (DEDUCTIONS):
Allowance for equity funds used during construction 2,508 1,855 1.375
Carrying charges on deferved revenues 15,145 21,514 22,950
Income taxes (Note G) (11.746) (5,182) (8,281)
Other - net 15,205 (9,379) (2.922)
Total Other Income and (Deductions) 19,2062 B.858 18,172
INCOME BEFORE INTEREST CHARGES 273,852 274,530 279,574
INTEREST CHARGES:
Interest on long-term debt 128,402 131,499 139,889
Other interest 2,458 2316 5,788
Allowance for borrowed funds used during construction (2,296) (2418) (1,559)
Total Interest Charges 123,564 181,397 144,118
NET INCOME 149,768 145,133 185,456
DIVIDENDS ON PREFERRED AND PREFERENCE STOCK 9411 10,801 14,046
EARNINGS FOR COMMON STOCK $140,857 $132,582 $121.410

See Notes to Consolidated Financial Statements.
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Year Ended December 31,
{ Thousands of Dollars) 1992 1991
ASSETS
PROPERTY, PLANT AND EQUIPMENT:
Electric plant in service $3,860,040 $3,740,809
Construction work in progress 67,435 91,140
Property held under capital leases (Note F) 212,172 220,106
Property held for future use (Note 1) 216,893 216,343
Towl 4,356,540 4,268,398
Less accumulated deprecation and amortzation (1,340,846) (1,288 288)
Property, Plant and Equipment - Net 3,015,694 2,085,115
OTHER PROPERTYAND INVESTMENTS (at cost):
Investment in DQE common stock 50,000 11,524
Other property and investments 21.307 17,195
Total Other Property and Investments 51.307 26,719
(CURRENT ASSLTS:
Cash and temporary cash investments (at cost which approximates market) 6,156 3,160
Recewvables (Note C) 52,088 116,659
Matenials and supphes (generally at average cost’.
Coal 39,297 86,470
Operaung and construction 66,016 64,692
Other current assets 11,766 18,897
Total Current Assets 175,528 280,887
OTHER ASSETS:
Extraordinary property loss (Note B) 46,447 67,514
Unamortized Joss on reacquired debt (Note E) 70,324 55,270
Beaver Valley Unit 2 sale /leaseback premium (Note F) 36,571 -
Income txes on sale of Beaver Valley Unit 2 (Note F) 70113 78,107
Deferred costs of units not in rate base (Note I) 51,149 51,149
Phase4n plan deferrals (Note T) 127,996 211,053
Deferred debits 152,844 128,282
Total Other Assets 555,244 581,875
Total Assets $8,797,568 33.8&':.096

See Notes to Consolidated Financial Statements.



. DUQUESNE LIGHT COMPANY

0

As of December 31,
(Theusands of Dollars) 1992 1991
CAPITALIZATION AND LIABILITIES
CAPITALIZATION (Note E):
Common stock {authorized ~ 90,000,000 shares, issued ~ 10 shares) $ — $ —
Capital surplus 506,867 762,719
Retained eamings 300.742 801,385
Total common stockholder's equity 1,107,609 1,064,104
Non-redeemable preferred and preference stock 121,906 121,906
Redeemable preferred and preference stock 8,579 15,487
Nonsedeemable preference stock, Plan Series A 29,995 80,000
Deferred employee stock ownership plan benefit (28.471) (20,000)
Total preferved and preference stock 132.606 137,348
Senior secured debt (excluding Pollution Control Notes) 1.018.098 1,025,299
Other long-term debt 398.915 899,275
Unamortized debt discount and premium - net 402 (3,848)
Total long-term debt 1,413,001 1,420,726
Total Capitalization 2,652,619 2622178
OBLIGATIONS UNDER CAPITAL LEASES (Note F) 71,876 87,861
CURRENT LIABILITIES:
Current maturities and sinking fund requrements
(NotesEand F) 46,054 148 098
Accounts payable 118,428 126,996
Accrued income taxes 19849 $5,3%8
Accrued taxes other than income taxes 28,342 3,277
Accrued interest 28,258 32,539
Dividends declared:
DQF. 50,000 28,000
Other 5109 5,287
Deferred energy costs (Note A) 18,898 I
Total Carvent Liabibues 204,928 409,325
OTHER NONCURRENT LIABILITIES:
Investment tax credits unamortized 185,580 141,549
Accumulated deferred income taxes 540,829 590 625
Other deferred credits 101,736 94,563
Total Other Nonauwrent Labilives 778,145 765,787
COMMITMENTS AND CONTINGENCIES (Notes B tuough L)
Total Capitalzation and Liabilites $3,797 568 $3,885,006

See Notes 1o Consolidated Finanaal Statements,
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« +DUQUESNE LIGHT COMPANY

Year Ended December 31,
(Thousands of Dollars) 1992 199] 1990
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $149,768 $143,188 $135,456
Principal non-cash charges (credits) to net income:
Depreciation and amortization 127,924 119,264 122,951
Capital lease and other amortizaton 49,001 56,487 49,261
Deferred income taxes and investment tax credits - net (10,896) (18,974) 20,585
Allowance for equity funds used during construction (2.598) {1.855) {1,875)
Phase-in plan revenues and refated carmng charges 83,056 56,880 (33,7%4)
Rate refund - net —— (1,560) (16,889)
Changes in working capital other than cash (Note L) 55,198 (41,651) 17,925)
Other - net 7.166 38,051 20,365
Net Cash Prowded from Operating Actiities 458,614 349,875 987,945
CASH FLOWS USED BY INVESTING ACTIVITIES:
Construction expenditures {112,409 (125,858) (108,701)
Allowance for borrowed funds used dunng constructon (2,.296) (2,418) (1,559)
Other - net (7,877) (6,905) (8,097)
Net Cash Used by Investing Actviies (122,582) (154,681) (108,857)
CASH FLOWS USED IN FINANCING ACTIVITIES:
Sale of bonds 312,925 50,000 199,450
Dmidends on capital stock {151.404) (148,801) (184,545)
Reductions of longterm obligations:
Preferred and preference stock (24,158) ($8.505) (81,974)
Long-term debt (594,951) (58,782} {241,788)
Other obligations (43.686) (42,997) (48517
Premium on reacquired debt (18,127) (2.947) (3,%49)
Contnibution from parent company 45,000 80,000 —_
Beaver Valley Unit 2 sale /leaseback premuum (36,371) — -
Purchase of DQE common stock (18.456) (11,524) —
Other - net (3,797) 963 2,0%4
Net Cash Used In Financing Actvities (333,045) (217,598) (253,689)
Net increase (decrease) in cash and temporary cash
investments 2.987 (2,309) (74,101)
Cash and temporary cash investments at beginning of year 3,169 5,568 79,669
Cash and temporary cash investments al end of vear $ 6,156 $ 5160 $ 5568
SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid during the year for:
interest {net of amount capitalized) $126.014 $1%6,147 £153.754
Income taxes $112.859 § 86,201 $ 41,5098
Non-cash mvesting and financing acovites: .
Capital Jease obligations recorded § 17.089 $ 22028 $ 31921
ESOP preference stock issued § — $ 80,000 $ —

See Notes 1o Consolidated Financial Statements.
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. Year Ended December 51,
’ (Thousands of Dellars) 1992 1991 1990
BALANCE, JANUARY 1 $301,385 $302,058 $501,142
NET INCOME FOR THE YEAR 149,768 143,183 185,456
Total 451,153 445 186 436,598
Cash dmidends declared:
Preferred stock 4,906 5456 6,028
Preference stock (net of tax benefit of ESOP divdend) 4.505 5,845 ROI8 3
Common stock 141,000 188,000 120,499
Total Cash Dmadends Declared 150,411 143,801 134,545 :
BALANCE, December 81 $300,742 $301,385 $302,058
See Notes to Conschdated Financial Statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Consolidation and Reclassifications

The consolidated financial statements include the accounts of Duquesne Light
Company (Duquesne) and its wholly owned subsidiary. All material intercompany
balances and transactions have been eliminated in the preparation of the consoli-
dated financial statements.

System of Accounts

Duquesne’s accounting records are maintained in accordance with the Federal
Energy Regulatory Commission's Uniform System of Accounts which has been
adopted by the Pennsylvania Public Utility Commission (PUC).

Property, Plant and Equipment

The asset values of properties are stated at original construction cost. This includes
the related payroll taxes, pensions and other fringe benefits, and administrative
and general costs. Also included is an allowance for funds used during construc-
tion (AFC), which represents the estimated cost of both debt and equity funds
used to finance construction. The amount of AFC capitalized varies according to
changes in the level of construction work in progress (CWIP) and in the cost of
capital. AFC rates applied to CWIP were 10.3 percent in 1992, 9.6 percent in 1991
and 9.9 percent in 1990. Duquesne does not realize cash currently from this
allowance. It realizes cash over the service life of the plamt through increased
revenues resulting from higher rate base and higher depreciation expense.

Additions and replacements of property units are charged to plant accounts. Main-
tenance, repairs and replacement of minor items of property are charged to
expense as incurred. The cost of property retired plus removal costs, less any sal-
vage value, is charged 1o the accumulated provision for depreciation. Substantially
ali of Duquesne’s properties are subject to a first morigage lien, as well as to a
junior lien.

Depreciation

Depreciation of electric plant, including plant-related intangibles, is recorded on a
straight-line basis over the estimated useful lives of property. Amortization of other
intangibles is on a straight-line basis over a fiveyear period. Depreciation and amor-
tization of uther property are calculated on varicus bases, such as the amount of
nuclear fuel burned.

Decommissioning

Duquesne has received regulatory approval from the PUC to recover its share of the
estimated decommissioning costs in rates over the operating life of each of its
nuclear units. The recovery granted was $70 million 1or Beaver Valley 1, $20 million
for Beaver Valley 2 and $38 million for Perry 1.

In 1988, Duquesne updated its decommissioning cost study for Beaver Valley.
Duquesne’s share, including removal and decontamination costs, amounted 1o $80
million for Unit 1 and $23 million for Unit 2. In 1992, Duquesne’s share of esti-
mated decommissioning cost for Unit 2 was further updated through a site specific
study 1o $35 million and additional funding was provided in amounts consistent with
the method approved by the PUC. Duquesne plans to continue 1o periodically re-
evaluate the estimated cost to decommission, provide additional funding consistent
with the method approved by the PUC, and seek regulatory approval to recognize
these increased funding levels.

Duquesne records decommissioning costs in deprediation expense and records a lia-
bility for nudlear decommissioning expense equal to the amount of cost recovery in
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rates. Funds recovered through the ratemaking process for nuclear decommission-
ing are deposited in external segregated trust accounts. Trust fund earnings
increase the fund balance and recorded liability. Collections and related interest of
$18.7 million are recorded in Other Property and Investments in the

Consolidated Balance Sheet with the related lability in Other Deferred Credits.

Meintenance

Maintenance costs incurred for scheduled outages at Duquesne’s nuclear units are
deferred and amortized over the period between scheduled outages. All other
maintenance costs, including the costs of forced outages at the nuclear units, are
charged 10 expense as incurred.

Revenves

Meters are read monthly and customers are billed on the same basis. Revenues are
recorded in the accounting periods for which they are billed. Deferred revenues
are associated with Duquesne’s 1987 rate case. See Note 1.

Income Texes

Deferred income taxes resuit from timing differences in the recognition of rev-
enue and expense for financial and 1ax reporting purposes. Deferred income
taxes are provided at the statutory rate in effect at the time the difference origi-
nates. The deferred tax effects of certain timing differences, however, are not pro-
vided in order to be consistent with ratemaking policies. These differences are rec-
ognized for book purposes, and in rates, in the years they affect taxes payable. As
of December 31, 1992, the cumulative net amount of timing differences for which |
deferred income taxes have not been provided was approximately $450 million.
These items are principally book versus tax basis differences.

Investment tax credits related to utility property generally were deferred when
applied to reduce Duquesne's income tax liability. They are subsequently reflected
as reductions to tax expense over the lives of the related assets.

In February 1992, the FASB adopted Statement of Financial Accounting Standards
No. 109, Accounting for Income Taxes, which effective beginning in 1993, requires
the liability miethod of accounting for income taxes. The adoption of this State-
ment will not affect Duquesne's policy stated above for investment tax credits.
Implementation of the statement will result in a favorable income statement
impact of approximately $8 million in the year of adoption and the recognition of
a net deferred tax liability of approximately $700 million. This liability will be off- :
set primarily by recognition of a corresponding asset which Duquesne wiil recover 1

through the regulatory process.

Deferred Energy Costs

Duquesne recovers from customers fuel and other energy costs not otherwise
recovered through base rates, through an annuai energy cost rate (ECR). The
ECR is based on projected costs and is recalculated each year. This rate includes a
credit to Duquesne's customers for profits from short-term power sales to other
utilities, as well as an adjustment for any over- or under-collections from customers
which occurred in prior years. Duguesne defers the difference between actual
energy costs and the amounts currently recovered from customers through the ECR
The difference is recorded in the Consolidated Balance Sheet as a payable 10, or

a receivable from, customers. At December 31, 1992, $18.9 million was payable to
customers and shown as Deferred Energy Costs, while at December 31, 1991, $8.6 mil-
lion ~<as receivable from customers and inchuded in Other Caurrrt Assets.

.+ oy e pebayre



-

L g wE W s el R e e A e e i ) e S NI e B B e e e Bl B s SRR TN § NSNS s L e o R s e B aieaa . S g R

” Nuclear Fuel Costs

Duquesne finances its acquisition of nuclear fuel through a capital lease. The cost
of nuclear fuel is charged 1o fuel expense based on the quantity of energy gener-
ated by the reactors. The U.S. Department of Energy (DOE) is responsible for the
ulimate storage and disposition of spent nudlear fuel. Duquesne pay: DOE a fee
for future disposal service. This fee is recovered through customer rates.

Cash Flows

For the purpose of the statement of cash flows, Duquesne considers all highly liquid
investments that matire in three or fewer months to be cash equivalents.

Reclassifications
The 1991 and 1990 financial statements have been reclassified to conform with
accounting presentations adopted during 1992.

0 Extracrdinary In 1984, the Central Area Power Coordination Group (CAPCO) companies agreed
Property Loss to minimize construction work and cash expenditures on Perry Unit 2 pending
consideraion of several alternatives, including resumption of construction or can-
cellation of the unit. In 1986, Duquesne abandoned its interest in the unit.

In 1987, the PUC approved recovery of Duguesne’s or’einal $155 million invest-
ment in the unit over a 10-vear period. Duquesne is nou earning a return on the as
yet unrecovered portion of its investment in the unit, which was $51.1 million at
December 31, 1992.

In February 1999, Duguesne sold its ownership interest of 13.74 percentin the
uncomplcied Perry Unit 2 1o The Cleveland Electric Iluminating Company for
$3.3 mallion.

o Roceivables In 1989, Duquesne entered into an arrangement with an unaffiliated corporation
by which Duquesne is entitled to sell and the corporation must purchase, on an
ongoing basis, up to $100 million of its accounts receivable. At December 31,
1992, Duquesne had sold $66.3 million of customer receivables and $9.7 million of
other receivables. The sales agreement includes a limited recourse obligation
un der which Duquesne could be required to repurchase certain of the receivables.

Tt e maximum amount for which Duquesne is contingently liable was $16.8 mil-
lic n at December 31, 1992,

Amounts in Thousands of Dollars at December 31, 1992 1991 1990
Customer accounts recevable $109,692 $187,706 $117.2%4
Other accounts recevahle 26,103 34,851 29,568
Less: Allowace for uncollectible accounts {7,707) (30,898) {156,805)
Recewables less allowance for uncollectible accounts 128,088 141,669 126,797
Less: Recewables sold (76.000) {25,000) (68,189)
Total Receivables $ 52,088 5116,65?_ $ 61,658
o Short-Term Duquesne has an extendable revolving credit agreement with a group of banks

Borrewing and totaling $225 million. The current expiration date of this arrangement is
Revelving Credit  October 29, 1993. Depending on the option selected by Duquesne at the time of
Arrangements each borrowing, interest rates can be based on prime, federal funds, Eurodollar or
CD rates. Duguesne pays a commitment fee based on the unborrowed amount of
the commitmnent.
There were no short-term borrowings during 1992. During 1991 and 1990, the
maximum short-term bank and commercial paper borrowings outstanding were
§66 million and $53 million, the average daily short-term borrowings outstanding
were $11 million and $14.3 million, and the weighted average daily interest rate
applied to such borrowings was .36 percent and 8.34 percent, respectively.
50
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Commen Stock ond Capital Surplus 3

In July 1989, Duquesne became a wholly owned subsidiary of DQE, the holding
company formed as part of a shareholder-approved restructuring. As a result of
the restructuring, DQE common stock replaced all outstanding share of Duquesne
common stock, except for ten shares which DQE holds.

“ear Ended December 31,
{Thausands of Dollars) 1992 1991 1990
Capital Surplus '
Premiun on common stock $808,707 S7T64.687 $736,276
Capatal sinck expense (1,840) {1.968) {8.270)
Total Capual Surplis $806,867  $762719  $733.006

Preferred and Preference Stock

Holders of Duquesne’s preferred stock are entitled 1o camulative quarterly
dividends. If four quarterly dividends on any series of preferred stock are in
arrears, holders of the preferred stock are entitled to elect a majority of
Duquesne’s board of directors until all dividends have been paid.

Holders of Duquesne’s preference stock are entitled to cumulative quarterly
dividends, provided that no dividends on any series of preferred stock are unpaid.
If six quarterly dividends on any series of preference stock are in arrears, the hold-
ers of the preference stock are entitled 1o elect two of Duquesne’s directors until
all dividends have been paid.

l)uquesne is current on all dividends.

Oustanding preferred and preference stock is generaily callable on not less than
30 days’ notice at the prices stated in the table on page __, pius accrued dividends.
Certain call prices decline in 1993 and beyond. One scries of preference stock is
subject 1o purchase and sinking fund reguirements. At December 31, 1992 the
maximum combined aggregate sinking fund and mandatory purchase require-
ment for prefe: ence stock was $1.3 million for each year from 1993 through 1997.

In December 1991, Duquesne established an ESOP 1o provide matching contribu-
tions under its 401 (k) Retirement Savings Plan for Management Employees. See
Note H 10 the Consolidated Financial Statements. Duquesne issued and sold
845,070 shares of Preference Stock, Plan Series A, 1o the trustee of the ESOP. As
consideration for the stock, Duquesne received a note valued at $30 million from
the trusiee. The preference stock has an annual dividend rate of $2.80 per share
and each share of the preference stock is exchangeable for one share of DQE
common stock. At December 31, 1992, $28.5 million of preference stock issued in
connection with the establishment of the ESOP has been offset, for financial state-
ment purposes, by the recognition of a deferred compensation benefit. Dividends
on the preference stock and cash contributions from Duquesne will be used to
repay the ESOP note. As shares of preference stock are allocated 1o the accounts
of participants in the ESOP, Duquesne recognizes compensation expense, and the
amount of the deferred compensation benefit is amortized. In 1992, Duguesne
recognized $1.5 million of compensation expense related to the 401 (k) plan.

At December 31, 1992 Duquesne held 984,629 shares of DQE common stock, of
which 576,620 were purchased during 1992.
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(In Thousands, Except Per Share Amounts) Ouutmdinf on December 31,

Call Price 1992 1991 1990

Per Sharve Shares Amount Shares Amount Shares Amount
Preferred Stock Series: (1)
8.75% (3)(7) § 5100 148 § 7,407 148 § 7407 148 § 7407
4.00% (3)(7) 51.50 550 27,486 550 27486 550 27486
4.10% (3)(7) 51.75 120 6,012 120 6,012 120 6,012
4.15% (3)(7) 51.73 132 6,643 182 6,643 182 6,648
4.20% (%)(7) 51.71 100 5,021 1060 5,021 100 5.021
$2.10 (3)(7) 5184 159 8,059 159 8,089 159 8,030
$720 (4)(7) 101.00 319 31915 819 81515 319 31915
$8.375 (4)(6) - - - 80 7,945 14 1034
Total Preferred Stock 1,528 92528 1608 100468 1632 102868
Preference Stock Series: (2)
$2.815 (5)(D) - — — - — 1,177 29440
$2.100 (5(T) 2500 1,075 20383 1,175 293883 117 20888
$7.500 (4)(6) 101.00 86 8,579 B7 8,602 92 9,172
$9.125 (4)(6) - — - 161 16,160 298 22984
Plan Senes A (7)(8) 58.50 B45 29995 845 80,000 — —
Total Preference Stock 2106 67,957 22068 B4175 2667 90279
Purchase and sinking fund requirements — (17,800) (4,054)
Deferred ESOP benefit {28,471) {80,000) —

Total Preferred and Preference Stock 3,634 $132,009 3876 §1 87343 4,209 $189,003

(1] Prelerred siock: 4,000 000 authorized shares, $50 par value; cumulahve. (5] 5§25 par share involunitary liquidation value.
12) Prefarence siock: 8 000,000 authorized shares; §1 par value: cumulaive (6] Redesmable

() $50 per share invaluntory liquidaton value (7} Non-redeemable.

{£) $100 per share iwoluniory kquidation value [8) $35.50 per share mvoluniary liquidation value.

long-Term Debt

At December 31, 1992, Duquesne had $1.428 billion of outstanding debt securities;
including $265 million of first collateral trust bonds, $764 million of first mortgage
bonds, $393 million of pollution control notes and $6 million of debentures,

In May 1992, Duquesne began issuing secured debt under a new First Collateral
Trust Indenture. This new indenture will ultimately replace Duquesne's 1947 First
Mortgage Bond Indenture.

The first collateral trust bonds, which total $265 million and have an average inter-
est rate of 8.04 percent, were issued in 1992; $50 million of first morigage bonds,
with an average interest rate of 8.25 percent, were issued in 1991.

Since 1985, Duquesne has reacquired $848 million of its high-cost debt. The dif-
ference between the purchase prices and the net carrying amounts of these bonds
has been included in the Consolidated Balance Sheet as Unamortized Loss on Reac-
guired Debt. Duguesne amortizes and recovers these losses through rates. The cur
rent balance of Unamortized Loss on Reacquired Debtis $70.3 million.
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Principal Amount Outstanding
Average (In Thousands of §) at December 31,
Interest Rate Matarity Series 1992 1991
First Collateral Trust Bonds:
GO8% 111547 $ 50000 § -
6.55% 11-1598 5,000 —_
B.75% 51522 100,000 —
8.20% 11-15:22 10,000 -
B375% 51594 100,600 -
Total First Collateral Trust Bonds 265,000 -
First Morgage Bonds: - ‘
8.45% 12302 - 73,500
G G146 - 50,000
101 /8% 2200 — a3, 040
11-5/8% 12.1-15 - 94,161
31/4% 6145 50,000 50,000
51/8% 2146 22,800 22 800
51/4% 2347 24,600 24,600
63 /8% 2168 54,700 84,700
7% 1146 30,000 30,000
73 /4% 7146 28,647 98 947
83/4% (1) 3100 29,700 $0,000
57 /8% 3101 54,650 $5,000
-1 7%, 1211 26,461 26,461
71/2% 6108 28,470 28470
/4% 1-1-08 52,670 82,670
T37/4% 71413 35,000 85,000
85 /8% 4-1-04 43,650 44,100
a1,/2% (1} 5105 49,000 49,500
RS/R% 4107 96,400 a7 400
0-1/2% 12:1-16 98,000 99,000
o9, 2117 99,000 100,000
Less current maturities and smking fund requirements (10,650) {84,050)
Total First Mortgage Bonds 758,008 1,025,200
Polluton Cantol Notes:
5.588% 81402 1972 Allegheny County Series A - 19,000
5.70% 10305 1973 Allegheny County Series B - 18,050
750% 41405 1975 Allegheny County Senies C —_— 17.000
{2)(3) G1-11 1002 Allegheny County Series A 47,925 —
(2) 12118 1990 Allegheny County Senes A 50,000 50,000
T739% 5103 1078 Beaver Cou‘“) Series A ',300 10,100
(2) B140 1990 Beaver County Series B 18,000 18,000
6.90% G111 1976 Beaver County Senes C 15,000 15,000
11.625% 12-1-14 1984 Beaver Gounty Series B 51,000 51,000
(2) 81-20 1960 Beaver County Series A 13,700 12,700
(2) 8125 1900 Beaver County Series C 44,250 44,250
10.50% 10:1-1% 1088 Oluo Development Authonty 20,500 20,500
11.125% {3) 2115 198% Oluo Development Authority 38,610 38,610
(2) 0118 1988 Ohio Development Authority 71,000 71.000
8.65% (1) 10-1-2% 1089 Otuo Development Authority 13,500 15,500
Less current maturites and sinking fund requirements (690) (1,815)
Total Pollution Control Notes 392,595 802 895
57 smiang fund debentures due March 1, 2010 (5) 6,042 6,042
Miscellaneous 278 288
Less unamaortized debt disconnt and prepymum-net {4,012) (%.848)
Total LongTerm ch! $1,413,0001  $1420.726

n,'l.b.n:::dnmm 1993 o g oy

(2] Conain Mm&wdmwumm&mmpdm one day 1 360 days. On 30-days

nofice pror 1o any inler v et date. Duauasne dnxha&uq\.-vmmmon muhmnm
rasie panod ranging from one day 1o Fre final maturity of

iJ'MmhbﬁdMMﬁWMaMCMdTﬂIM - . 4

{d} Finnd rote through tirst bve variable moles o in lotnote 2.

“ (5] Sunking fund cuguirement 63-1111'94 nﬁhw&!%bmm :
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Al December 31, 1992 and 1991, Duquesne was in compliance with all of its debt
cavenants.

Sinking fund requirements and maturities of longterm debt outstanding at
December 31, 1992 for the next five years are as follows (in millions): $11.0 and
$.3in 1993:812.1 and $.1 in 1994; $11.7 and $50.1 in 1995; $11.8 and $22.9 in
1096 and $11.1 and $74.6 in 1997.

Sinking fund requirements relate primarily 1o the first mortgage bonds and may
be satisfied by cash or the certification of property additions equal to 166-2/3 per-
cent of the bonds required to be redeemed. During 1992, $5.7 million of the
annual sinking fund requirements was satisfied by cash and $4.2 million by certifi-
cation of property additions.

Total interest costs incurred were $130.4 million in 1992, $143.1 million in 1991
and $158.5 million in 1990. Of these amounts, $4.7 million in 1992, $9.3 million in
1991 and $13.9 miilion in 1990, including AFC, were capitalized. Debt discount or
premium and related issuance expenses are amortized over the lives of the appli-
cable issues,

In 1992 Duquesne was involved in the issuance of $419.0 million of collateralized
lease bonds, which were originally issued by an unaffilisted corporation for the
purpose of partially financing the lease of Beaver Valley Unit 2. Duquesne is also
associated with a letter of credit securing the lessors’ $188 million equity interest
in the unit and certain tax benefits. If certain specified events occur, the leases
could terminate and the bonds would become direct obligations of Duquesne.

The pollution control notes arise from the sale of bonds by public authorities to
finance the construction of pollution control facilities at Duquesne’s plants or 10
refund such bonds. Duguesne is obligated to pay the principal and interest on the
bonds. For certain of the pollution control notes, there is an annual commitment
fee for an irrevocable letter of credit. The letter of credit is available, under cer-
tain circumstances, for the pavment of interest on — or redemption of - a portion
of the notes. In December 1992, pollution control notes totaling $47.9 million
were refinanced at lower interest rates.

At December 31, 1992, the fair value of Duguesne’s long-term debt and
redeemable preference stock approximates the carrying value. The fair value of
Duquesne’s long-term debt and redeemable preference stock was estimated on the
basis of (a) quoted market prices for the same or similar issues or (b) current rates
offered 1o Duquesne for debt of the same remaining maturities.

At December 31, 1992, the fair market value of Duquesne's investment in DQE
common stock was $31.8 million.

Duquesne leases nuclear fuel, a portion of a nuclear generating plan, office build-
ings, computer equipment and other property and equipment. The capitalized
leases are summarized below:

Amounis in Thousands of Dollars at December 31, 1992 1991 1990
Nudear fuel $160.837 8170704  $192657
Electric plant 42,335 49,402 43134
Total 212,172 220,106 285,791
Less accumulated amaortization (101,860) (84.003) (80,000)
Property Held Under Capital Leases - Net (1) $110.512 $186,108 $155,791

(1) inclodes $3782 in 1992 und §3,373 in 1991 of coptal leases with ossociated stligations refired
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- In 1987, Duquesne sold its 18.74 percent interest in Beaver Valley Unit 2, exclusive
of transmission and common facilities. The total sales price was $537.9 million,
which was the appraised value of Duguesne’s interest in the orroptmy Duquesne
subsequently leased back its interest in the unit for a term of 29-1/2 years. The
leases provide for semi-annual nayments and are accounted for as operating leases.

: Duguesne is responsible under the terms of the lease for all costs of its interest in

' the unit. In December 1992, Dugnesne participated in the refinancing of the col-

| Jateralized lease bonds which were originally issued in 1987 for the purpose of par-

tially financing the lease of Beaver Valley Unit 2. In accordance with the Beaver

Valley Unit 2 lease agreement, Duquesne paid the premiums as a supplemental

, rent pavinent to the lessors in the amount of approximately $36.4 milion. The =~ =
: $36.4 million cost has been deferred as of December 31, 1992, and will be amor-

f tized over the remaining term of the lease.

' Leased nuclear fuel is amortized as the fuel is burned. The amortization of all

| other leased property is based on rental payments made. Payments for capital and

operating leases are charged to operating expenses on the Statement of Consoli-
dated Income. The following summarizes those rental payments reported in the

: Sutement of Consolidated Income for the three years ended December 31, 1992,
Amounts in Thousands of Dollars for the Year 1992 1961 1990
Operating leases § 64986 S 5414 § 65980
Amortization of capitrs leases 43,119 $0.828 43,368
Interest on capital leases 7,880 10,057 10,334
Total Rental Payments $115985 3114794  §119691

Future minimum lease payments for capital leases are related principally to the
estimated usage of nuclear fuel financed through leasing arrangements and build-
ing leases. Minimum pavments for operating leases are related principally 1o
Beaver Valley Unit 2 and the corporate headquarters. Future minimum lease pay-
ments at December 31, 1992 were as follows:

Amounts e Thousands of Datlars for the Year Opemmlg Leases Capatal Leases
' 1903 $ 55715 $ 41568
f 1004 53,196 83,306

10405 51,964 20,168

19696 51,949 10,602
| 1997 51,836 6,046
‘, 1008 und thereaficr 1,025,915 81944
| Total Minimum Lease Payments $1,290.575 148,719
: Less amount representing interest {87,189)
" Present value of munimum lease payments for capital leases § 106530

Future payments due to Duguesne under subleases of corporate headquarter’s
space are expected to be §11.5 million.

-
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Since DQE’s tormation in 1989, Duquesne has filed consolidated federal tax
returns with its parent and other companies in the affiliated group. Duquesne's
federal income tax returns are closed through 1987. The Internal Revenue Service
is reviewing Duquesne's return for 1988 and the consolidated 1989 return. The
consolidated 1990 and 1991 returns are subject 1o review. Duquesne does not
believe that the final settlement of federal and state 1taxes will have a material
adverse effect on its financial position or results of operations.

Amounts tn Thausands of Dollars for the Year 1992 1993 10
Induded in operating expenses: woial. unse : R R Bl s
Currendy payable: Fedewl $ 80,850  § B4s62 $44711
State 27,797 %1,980 10,864
Deferred = net: Federal {3,208) (4.823) 31,430
State (3,750) {10,750 {4/920)
Investment tax credits deferved — net (5,436) {5,328) (5.,838)
Total Included in Operating Expenses 96,253 45,941 76,247
Induded i other income and deducuons:
Currently payable: Federal 7,265 2,181 6573
State 2,983 1,074 1,795
Deferved: Federad 1,654 19438 %31
Sate 377 445 )]
Investnent tax credus (533) (459) (4549
Total Included in Other Income and Deductions 11,746 5132 8,281
Total Income Tax Expense $107,099 5101078  $84478

Total income taxes differ from the amount computed by applying the statutory
federal income tax rate 1o income before income taxes and Duquesne’s preferred
and preference dividends. The reasons for this difference in each year were as
follows:

Computed federal income tax at statutery rate $ 87,641 $ 83,030 874777
Increase (decrease) in taxes resulung from:
Excess of book over tax depreciation 3,830 5,34% 8,547
State income tuxes, net of federal meome tax benefit 18,089 15018 5102
Amortizaton of deferred mnvestment tax credits (5,969) (5,787) (6455
Other - net 4,408 8484 2487
Total Income Tax Expense $107,099  $101,073 §84478
Sources of income taxes deferred and the related tux
effects were:
Excess of tax deprecation § 16611 $ 20957 $24.2%0
Deferred revenmes recorded / (recovered) for book
purposes (30,702) (21,2409 12774
Allowance for uncollecuble accounts 9,760 (5,9%0) {272
Fuel costs (10,820) 1,047 (180)
Loss on early rearement of debst 20,999 {166) (1,167
Othier = niet (10,775) (7855 (6,108)
Total Deferred Income Tax Expense (Benefit) $ (4927) S(13,187) S 26,882
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Retirement Plans

Duquesne has trusteed retirement plans 1o provide pensions for all full-time
employees. Upon retirement, employees receive a monthly pension based on
length of service and compensation. The cost of funding the pension plan is deter-
mined by the unit credit actuarial cost methiod. Duguesne’s pelicy is to record an
expense in an amount at least equal to the minimum funding requirements
required by the Employee Retirement Income Security Act (ERISA). This expense
may exceed the minimum funding requirement but may not exceed the maxi-
mum tax deductible amount for the yvear. Pension costs charged to expense or
construction were $11.4 million for 1992, $11.2 million for 1991 and $12.6 million
for 1990,

The following sets forth the funded states of the retirememt plans and amounts
recognized on the Consolidated Balance Sheet at December 31, 1992, 199] and

196G,

Amounts m Thousands of Dollars at December 31, 1992 1961 1990
Actuanal present value of benefits rendered to date: ‘
Vested benefits $287,360 $279.017 $241.193
Nonwested benefits 16,252 14,204 19915
Accumulated benefit obligations based on

compensation to date 503,612 204 211 261,108
Addinonal benefits based on estimated future salay levels 77,017 64,910 56454
Projected benefit abligatuon 380,629 850,180 217542
Fair market value of plan assets 411,440 202,027 819,504
Projected benefit obligation under plan assets $ 30811 § 32807 § 2052
Unrecognized net gain $ 81971 8 BE6A5  § 56578
Unrecognized prior service cost (20,848) {22517) {28.959)
Unrecognized net trunsiton Liabiliny {21,102) (2291%) (24,725)
Net pension Liability per balance sheet (9,210} (R 568) (5.887)

Total $ 30811 § 32897 § 2052

Assumed rate of retum on plan assets 8.00% 7.50% B.00%
Discount rate used to determine projected benefit

obligation 7.50% 7.50% 8.00%
Assumed change in compensation levels 5.95% 5.75% 5.75%

Plan assets consist primarilv of common stocks, United States obligations and cor-
porate debt securities. Net pension cost for 1992, 1991 and 1990 was computed as
follows:

P S ————.

Amounis i Thousands of Dollars for the Yoar 1992 19491 1990
Service cost benefits enmed during the year $11,397 § 9911 § 970
Interest on projecied benefit obligatuon 26,590 24,705 23,101
Return on plan . ssets (26,736) (80,716 {3.807)
Net amortization and defersuls 325 57316 {1¢,280)
Net Pension Cost $ 11,376 $ 11219 S 1262
A L e o, o it R 8 ud e g e S o i o e A ol rigeie
I R R e L e S e e R e R LT i e P



Retirement Savings Plan oad Other Benefit Options

Duquesne sponsors separate 401 (k) Retirement Plans for its union-represented
emplovees and its management employees. The 401 (k) Reurement Savings Plan
for Management Employees provides that Duquesne will match $.25 for every
$1.00 that an employee contributes to a 401(k) account up to a maximum of 6%
of their eligible salary. Duquesne will match up te an additional $.25 on every
£1.00, if certain incentive targets approved by Duquesne's board of directors are
met. The 1992 incentive target was met. Duquesne is funding its matching contri-
butions with contributions to an Emplovee Stock Ownership Plan (ESOP) estab-

lished in December 199]: See Note £ o e Aot et

Duquesne’s shareholders have approved a longterm incentive plan through which
Duquesne may grant management employees options to purchase up 19 a total of

three million shares of DQE commnon stock during the period 1987-1997 at prices
equal 1o the fair market value of such stock on the dates the options were granted.

As of December 31, 1992 active grants 1otaled 848,369 shares, a1 exercise prices
ranging from $12.31 1o $28.75 per share, which expire at various dates from 1997
to 2001. Stock appreciation rights {SARs) have been granted in connection with
(22,869 of the options outstanding. During 1992, 107,594 SARs were exercised,
50,205 options at prices ranging from $12.3125 1o $26.375 were exercised for
shares and 59,330 options lapsed. Of the 848,369 grants active at December 31,
1902, 232,203 were not exercisable at December 31, 1992,

Other Postretirement Benefits

The FASB has issued Statement of Finandial Accounting Standards No. 106,
Ewmployer’s Acconiting for Postretivement Bengfits Other Than Pensivns, which requires,
among other things, acorual of postretirement health care benefits during the
vears an employee provides service. Duguesne is required to adopt this
Statement beginning in 1993

Duquesne currently pays a portion of its early retirees’ postretirement medical cov-
erage from the date of early retirement 1o the point at which Medicare begins at
age 65. The cost of this coverage is reflected in Duquesne’s finincial statements,
and is recovered through rates, on a pay-as-vou-go (cash met), 1) accounting
basis. This cost is approximately $1.2 million annually.

Based on an actuarial study, the unfunded wransition obligation related 1o con-
tributing toward the cost of postretirement medical coverage for Duquesne’s
retirees to age 65 is estimated at approximately $31.4 million. Duquesne will amor-
tize this cost over twenty vears. The annual cost, including this amortization, is
expected o add approximately $4 million to the current level of costs in 1993.

0 Rate Matiers 1987 Rete Case

The March 1988 PUC rate order increased annual revenues by $232 million. This
increase is being phased in from April 1, 1988 through April 1, 1994. Deficiencies
in the revenues collected from customers resulting from the phase-in were
included in the consolidated income statement as deferred revenues. Deferred
revenues are recorded on the balance sheet as a deferred asset for future recovery. *
As prior period deficiencies are billed to customers, they reduce this deferred asset
instead of being included in current revenues. The phase-in plan includes a retrn
on the revenues deferred for future recovery equal to the afterdax AFC rate.

Duguesne has recovered previously deferred revenues of $185.6 million as of ]
December 31, 1992, Deferred revenues and related carrying charges of $128.0 mil-
lion remain 1o be recovered as of that date. Duguesne expects to fully recover this
amount by the end of the phase-in period. .
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At this time, Duguesne has no pending base rate case and has no plans to file a
base rate case.

Deferred Costs of Units Not in Rate Base

In 1987, the PUC approved Duquesie’s petition to defer initial operating and
other costs of Perry Unit 1 and Beaver Valley Unit 2. Duguesne deferred costs
incurred from the time the units went into conumercial operation until the March
1088 rate order. The PUC order deferred ruling on whether these costs are recov-
erable from ratepavers. These costs totaled $51.1 million at December 31, 1992,
net of deferred fuel savings related to the two units. Duguesne isnotearninga . _ ..
current return on the deferred costs. Duquesne believes that these deferred costs
will be recovered in its next base rate filing.

Deferred Coal Costs

The PUC has established two market price coal cost standards. One applies only to
coal delivered at the Mansfield plant. The other, the system-wide coal cost stan-
dard, applies to coal delivered to the remainder of Duquesne’s system. Both stan-
dards are updated monthly to reflect prevailing market prices of similar coal dui-
ing the month. The PUC has directed Duquesne to defer recovery of the delivered
cost of coal over generally prevailing market prices for similar coal. However, the
PLC does allow deferred amonnts to be recovered from customers when the deliv-
ered costs of coal fall below prevailing market prices. The unrecovered cost of
Mansfield coal was $7.2 million and the unrecovered cost of the remainder of the
system-wide coal was $3.3 million at December 31, 1992. Duquesne believes that all
deferred coal costs will be recovered.

In 1990, the PUC approved a Joint Petition for Settlement that clarified certain
aspects of the system-wide coal cost standard and gave Duquesne options to extend
it through March 2000. In December 1991, Duquesne exercised the first of two
options that extended the standard through March 19496,

Warwick Mine Costs

The 1990 Joint Petition for Settlement (see Deferred Coal Costs) also recognized
costs at the Company’s Warwick mine.

The Warwick mine had been on standby since 1988. In 1990, Duguesne entered
into an agreement under which an unaffiliated firm will operate the mine until
March 2000 and sell the coal 1o Duquesne . Production began in late 1990. The
mine reached a full production rate in early 1991. The Joint Petition recognizes
costs 1 Dugquesne’s Warwick mine and allows for recovery of such costs, including
the costs of ultimately closing the mine. Duguesne expects 10 recover its net invest-
ment in the mine through the cost of coal during the period of the system-wide
coal cost standard, including extensions. The net investument in the mine was $30.1
million at December %1, 1992. Duquesne has collected approximately $6.2 million
toward mine closing costs as of December 31, 1992.

Property Held for Future Use

In 1986, the PUC approved Duquesne’s request 1o remove the Phillips and most of
the Brunot Island power stations from service and place them in “cold reserve.”
Duquesne expects to return them to service in connection with the long-term sale
of power 10 General Public Utiiities Gorporation (GPU). Duquesne’s original net
investment in the cold-reserved stations was $106 million. To date, Duguesne has
additional net investments of $17.4 million related 10 condition assessment, preser-
vation and preliminary preparation work for retarning the cold-reserved units 10
service, $3.5 million related to plant improvements and $4.9 million in other trans-
action costs. Additionally, Duguesne’s share of the current investment in siting the
wansmission line is $6.4 million, Should this project not be approved by the PUCor -
atherwise not go forward, a portion of these cosismay not DEACCONETADIC. - s omsrin s e o
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Construction

Duquesne estimates that it will spend approximately $100 million on construction
during 1998, Construction expenditures for 1994 and 1995 are expected to total
$170 million to improve its operating facilities. These amounts exclude AFC,
nuclear fuel, the proposed transaction with GPU, expenditures for possible early
replacement of steam generators at the Beaver Valley Station and expenditures
required under the Residual Waste Management Regulations.

Westinghouse Lawsvit

The CAPCO companies are-owners-in various portions of Beaver-Valiey Lnits 1-+-- - = oo =
and 2. In 1991, the CAPCO companies filed suit against Westinghouse Eleciric
Corporation in the United States District Court for the Western District of Pennsyl
vania. The suit alleges that six steam generators supplied by Westinghouse for the
two units contain serious defects, particularly defects causing tube corrosion and
cracking. Duquesne is seeking monetary and corrective relief. Steam generator
maintenance costs have increased due to these defects and will likely continue 1o
increase. The condition of the steam generators is being monitored closely. If the
corrosion and cracking continue, replacement of the steam generators could be
required carlier than their 40vear design life. No site specific estimates of the cost

of potential replacement of the steam generators are yet available; however, indus-

try replacement cc s have exceeded $100 million per nuclear unit. Duquesne can-
not predict the outcome of this martter; however, Duquesne does not believe that

its resolution will huve a material adverse effect on Duquesne’s financial position

or results of operations. Duquesne’s percentage interests (ownership and lease-

hold) in Beaver Valiey Unit 1 and in Beaver Valley Unit 2 are 47.5 percent and

18.74 percent, respectively, with the remainder held by the other CAPCO compa-

nies. Duguesne operates both units on behalf of the CAPCO companies.

Nuclear Insuronce

The CAPCO companies maintain the maximum available nuclear insurance for
the $5.9 billion total investments in Beaver Valley Units 1 and 2. The insurance
program provides $2.6 billion for property damage, decommissioning and decon-
tamination labilities. The CAPCO companies have similar property insurance for
the $5.4 billion total investment in Perry Unit 1. Duquesne would be responsible
for its share of any damages in excess of insurance coverage. In addition, if the
property damage reserves of any insurer are inadequate to cover claims arising
from an incident at any nuclear site in the United States covered by that insurer,
Duquesne could be assessed retrospective premiums of up to $3.1 million per year,
for up to seven years.

The Price-Anderson Amendments to the Atomic Energy Act limit public liability
from a single incident a1 a nuclear plant 1 $7.4 billion. Duguesne has purchased
$200 million, the maximum amount of available insurance, which provides the
first level of financial protection. Additional protection of $7.2 billion would be
provided by an assessment of up 10 363 miilion per incident on each nuclear unit
in the United Siates. Duquesne’s maximoum total assessment is $47 million and
would be limited to a maximum of $7.5 million per incident per year. Another sur-
charge of 5 percent could be levied if the total amount of public claims exceeded
the funds provided under the assessment program. Finally, Congress could impose
other revenneraising weasures on the nuclear industry if funds prove insufficient
o pay claims.

Duguesnie carries extra expense insurance which includes the incremental cost of
any replacement power purchased {over the costs which woald have been
incurred had the units been operating) and other incidental expenses after the
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occurrence of certain types of accidents at Duquesne's nuclear units. The amounts
of the coverage are 100 percent of the estimated extra expense per week during
the 52week period starting 21 weeks after an accident and 67 percent of such esti-
mate per week for the following 104 weeks. The amount and duration of extra
expenses could substantially exceed insurance coverage.

Notienal Energy Policy Act of 1992

The National Energy Policy Act of 1992 (Energy Act) requires utilities (including
_Duquesne) which have purchased uranium enrichment services fromthe US. |
Department of Energy to collectively contribute up to $150 million annually
(adjusted for inflation) up 10 a total o $2.25 billion for decommissioning and
decontamination of enrichment facilities. Assessments are based on the amount
of wranium a utility had processed for enrichment prior to enactment of the
Energy Act and are to be paid by such ulities over a 15year period. The Energy
Act states that the assessment shall be deemed a necessary and reasonable current
cost of fuel and shall be fully recoverable in rates in all jurisdictions in the same
manner as the utility's other fuel costs. Duguesne believes such assessments will
be fully recoverable in rates. Duquesne has recorded an estimated liability for
contributions of $12.5 million offset by a regulatory asset.

Emission Allowances

In April 1992, Duquesne entered into an agreement with Wiscensin Power & Light
to purchase 5,000 allowances per year for $1.3 million in 1995, §'.4 million in
1996 and $1.4 million in 1997. Duguesne also received an option to buy an addi-
tional 5,000 allowances per year in 1998 and 1999.

Guarantees

Duquesne and the other CAPCO companies have guaranteed certain debt and
lease obligations concerning a coal supply contract for the Bruce Mansfield plant.
At December 31, 1992, Duquesne's share of these guarantees was $40 million. In
January 1992, certain bonds were refunded at Jower interest rates that will con-
wribute 1o lower future coal costs. The prices paid for the coal by the CAPCO com-
panies under this contract are expected 10 be sufficient to satisfy the debt and
lease obligations. See Note | 10 the Consolidated Financial Statements. The mini-
mum future pavments in millions of dollars 10 be made by Duquesne that relate
solely to these obligations are $7.2 in 1993, $6.9 in 1994, $6.5 in 1995, $6.2in
1006, $5.9 in 1997 and $15.1 thereafter. Duquesne’s total pavments for coal pur-
chased under the contract were $25.2 million in 1992, $32.6 million in 1991 and
§25.7 million in 1990.

Residuo! Waste Management Regulations

In July 1992, the Penusylvania Department of Environmental Resources issued
Residual Waste Management Regulations governing the generation and manage-
ment of non-hazardous waste. Duquesne is currently developing compliance
strategies and has estimated its costs over the next three years 10 be approximately
£10 million.

Other

Duquesne is involved in varions other legal proceedings and environmental mat-
ters. Duquesne believes such proceedings and maiters in total will not have a mate-
rial adverse effect on its financial position or results of operatons.
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In addition to its wholly owned generating units, Duquesne, together with other
electric utilities, has an ownership or leasehold interest in certain jointly owned
units. Duquesne is required to pay its share of the construction and

costs of the units. The operating expenses of the units are included in the State-
ment of Consolidated Income.

Amounts included on the Consolidated Balance Sheet at December 31, 1992 as
property, plant and equipment include the following (thousands of dollars):

Construction
Uulity Pt Accummulated Workln  Fuel

Percen
Ut T "']ﬁféﬁ?’e‘!ﬁﬁiﬁ‘ﬁi' rﬁm*"mﬁmm-www'—*
Cheswick 100.0 570 8 182250 $ 72388 $ 29509  Coal
Ebama (1) 1000 487 195,204 107,007 5,004 Coal |
Ft. Martin 1 G0 - 26~ -G5896 - ~2B4IT -+~ 1,760~ Coal = e -l
Eastlake 5 812 186 09,118 25,200 5212 Coal
Swnnus 7 812 187 82000 28,318 1,024 Coa! !
Bruce Mansfield 1 (1) 203 228 117555 54,007 658 Coal
Bruce Mansfield 2 {1) 8.0 62 22404 14,199 166  Coal
Bruce Mansfield 3 {1} 13.74 110 87,876 54,001 121 Caal
Beaver Valley 1 (2) 475 885 $98.202 140563 10,826 Nuclear
Beaver Valley 2 (3){4) 13.74 118 18,069 2198 2144 Nudear
Beaver Valley Common
Facilines 210,888 40,008 1972
Peny 1 (5) 13.74 164 752,405 124 208 4668 Nudlear
Total 2,768 2212341 671,124 34,468
Cold-reserved units:
Brunot Island 1000 306 87,250 S4.414 535 Fuel Od
Phillips (1) 106.0 300 144,436 7,110 249 Coal
Total Generating Units 8374 $2444027  §7T72648  §35812
H}Umlislquw-dﬁ‘lhpwm T
(2} The NRC has granted on operating licanse Janvary 2016
13) On Cctober 2, 1987 Duguesne soid its 13 74% interest in Beaver Valiey Unit 2, exclusive of Iransmission gnd common
otilines . A to shown tacitities not sold and subsequent leasehold improvements.

QA)ThNRC‘\n MUMWMMW
cspmmcm;wmmmwnnd\m.
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. . o Changes in The following is a summary of changes in working capital other than cash:
. : ;'“::‘:::: Amounts m Thousands of Dollars for the Year 1992 1991 1990
Accounts receivable (Nate C) $64.571 $(55.001)  $(24667)
Matenials and supphes (4.151) {5,122) {17,081)
Orther current assets 71381 (8,050) (2,752)
Accorats payable (8.573) (463) 22546
Other current hiabilites (%,785) 24 GRT 18679
Total . $55,108 $(41651) S (7925)
o e e in e e T e i ol el
0 Quarterly The following is a summary of selected quarterly financial data (thousands of dol-
Financial _ lars, except per share amounts) . The quarterly data reflect seasonal weather varia-
Information tions in Duquesne’s service territory.
{Unaudited) -
1992 Fost Quarter  Second Quarter  Third Quarter  Fourth Quarter
Operatung Revenues $208,178 $290,149 $314,515 $284 547
Operaung Income 62,810 59,200 74,600 57,520
Net Income 36,171 $2,769 47,996 32,832
1991 First Quarter  Second Quarter  Third Quarter  Fourth Quauter
Operating Revenues SORS 060 $9288.708 $323 408 $286,470
Operating Income (1) (5,656 65,276 75,264 59476
Net Income 35552 81,635 45208 30,648
{1} Restated o contarm with presentaions adoped during 1992 :
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" SELECTED FINANCIAL DATA

Thousands of Dollars 1992 199] 1990 1989 1988 1987
INCOME STATEMENT I'TEMS
Total aperating revenues S$1I87.580  $1199650 $1131.005 S$I1118583 $1.060817 § R66.200
Operaung income $ 254150 § 265672 § 266402 $ 260506 § 244342 § 185785
Eamui? for common stock $ 140,557 § 182832 $ 121410 § 112644 § 118566 § 134972
B.‘\J..'\.\CE SHEET ITF\&S
Property, plant and cqunpment-nc! $3.015691 $3085115 $3040562 $3053978 $3005922 §3,008897
Total assets $3,797.568  $3,885,006 - 53.879.m $3001,751 ~ $3,881424 -$4,151615 ~~ -
Capitalizauon:
Common stockholder's equity §1,107,600 $1.064.104 81085059 §1,033R826 $1070575 $1.2173561
Non-redeemable preferred and

preference stock 123,450 121,906 151,346 154,080 154,078 156,187
Redeemable preferred and preference

stock 8579 15457 87,747 ©5.961 90,748 104,768
Long-term debt 1.413,001 1420926 1501205 1540820  1.550231 1,660,600
Toal captalzzaton $2,652,619 S$2692178 $2725447 $2704,146 S2R65622 $3,108866
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* facilives 16 represent the esamated costof =~ has responsibitity for setung rates and charges

bt

Follwing are explanations of certain financial and operating terms
used in our report, some of which are unigue to our business.

Allowance for Funds Federol Energy
Used During Construction [AFC) Regulatory Commission [FERC)
An amount recorded on the books of a utihty An independent five-member commission

during the penod of construcuon of plant or within the US. Department of Energy which

both debt and equity used to finance the for the wholesale transportation and sale of
constructon. natural gas and electnaty, and the licensing

e e e e e o OF iydroglectric POWEr PIOJECES, BMORNE .. . L e
Capital Lease other things.

A lease that transfers substantially all of the
benefits and nsks nadental to the ownership Energy Cost Rats [ECR)

of property, and thus is accounted for as the A provision in a utlity @anff which provides
acquisttion of an asset and the incurrence of for rate changes 1o customers due 10 increases
an obligation by the lessee. or decreases in fuel costs incurred by the utlity.
Dugquesne Light recovers the cost of fuel con-
Central Area Power sumed at its generatng plants, as well as the
Coordination Group [CAPCO) cost of purchased power, and passes through

the ECR to ns customers the profits of short-

Dugquesne Light, Ohio Edison Company, term power sales 1o other iilities.

Pennsvivania Power Company, The Cleveland
Flectnce Ihummatng Company and The

Tuicdu edison Company. The companies Kilowett

jommed together in 1967 to jomtly develop A kilowatt (kW) 1s a unit of power or capacity.

power generation and transmussion faciiues, A kilowatt hour (KWh) 1s a unit of energy or
kilowatis umes the length of ume the kilowatts

Construction Work In Progress [CWIP) are used. For example, a 100avatt bulb hasa

demand of .1 kKW and, if bumed contnuonsly,
will consume 1 kWh in ten hours. One thou-
sand kWs 1s a megawatt (mW). One thousand

Thus amount represents nulity plantin
process of construction but not yet placed i
service and 15 shown as a component of prop-

erty, plant and equipment. kWhs is 2 megawatt hiour {mWh).
Deferred Taxes Operaling Lo
Incame taxes resulting from the recognition Ti’:” ;“" 5 ?:l’nnm s the bcachn ar
of certain items of revenue and expense in FIDE A
the tax return in a different period than they
are recorded on the books of the company. Peak Load
Peak load is the amount of electricity required
FASB Statement No. 106 during peniods of highest demand. Peak perr-
g pe ] pe

ods fluctuate by season, generally occurmng in
the morming hours in winter and :n late after-
noon during the summer.

An accounting standard, issued in 1990, whach
will require companies 1o change from the
current practice of accounting for postretire-
ment benefits on a “pay-asyou-go” basis to
accrumng the actuanally determined cost of
providing these benefits to employees.

Pennsylvanio Public

Utility Commission [PUC)

The Pennsvhvania governmental body that
FASB Stotement No. 109 regulates all utilines (electric, gas, telephone,
water, e1c.) 1s made up of five members {one a
chairman) appointed by the governor.

An accountng standard. issued 1987 as

Statement No. 96 and revised 10 February

1992 as Satement No. 109, which will require

the hability method of accounung for

NCOMme axes. Costs that the Company would otherwise have
charged 10 expense that are capitalized or
deferred because it 1s probable that the PUC
will allow their recovery in rates.

Regulotory Asset
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DUQUESNE LIGHT COMPANY EXHIBIT i2.1
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. ing in the Anpual chou.'wnl’ orm. 10K of Duguesne Lighe Company for theyearended oo oo e

: DUQUESNE LIGHT COMPANY EXHIBIT 24.1

INDEPENDENT AUGITORS” CONSENT

We consent 1o the incorporation by reference in Registration Statement No. 53-46990 and
4352782 of Duquesne Light Company on Farm §-3 of our report dated January 26, 1993, appear-

December 31, 1992,

s/ Deloitie & Touche
DELOITTE & TOUCHE
Putsburgh, Penmsylvania
March 30, 1993




