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he days when an electric utihity — or any other
business enterprise, for that matter - could
display the independence and idwidualism once
associated with successtul business people have
long since passed, if indeed they ever existed. In
today's society every business has an array of con-
stituencies, of stakeholders, with such cnncal mter-
ests in 1ts activities that they simply cannor be 1g-
nored. In fact, we are convinced that relanonships
with these constituencics must extend well beyond
merely heeding their calls for greater sensitivity,
better service, increased environmental responsibil-
ity, improved sharcholder value, more employe
ivolvemern m workplace decisions and respon-
sible community leadership. We believe we must
establish partnerships with them, based on trust,
understanding and a willingness to collaborate on
mutually acceptable courses of action.

While some mught view this response as merely
concihiatory o changing economic and social goals,
we believe it represents good business.

Thus report describes the makeup — and conse-
quences — of some of the partnerships Detrot Edi-
son nurtured during 1992, They are relatnonships
tounded on mutual interests and goodwill which
helped produce another vear of financial improve-
ment as well as significant progress toward excel-
lence in operations in a period of growing chal-
lenges to our business. They are partmerships we
consider essential to our continued well-bemg, and
we are commutted to both extending and intensity-
ing them.

The benefits from these partnerships helped
produce another excellent year for Detroit Edison
in 1992, Although system sales of 40.7 milhion
megawatthours (MWh) were down (1.9 percent
from the 41.0 million MWh in 1991 and operat-
ing revenues of $3.56 billion were down 0.9 per-
cent from the $3.59 billion in 1991, we recorded
record earnings for common stock of $557.5 mul-
lion — up 4.2 percent from the $555.2 milbon in
1991 — and record earmngs per share of $3.79 — up
4.1 percent from the $3.64 earned in 1991, We
also raised the dividend for the third consecutive
year (and a fourth straight year in early 1993) and
further strengthened our balance sheet as common
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shareholders” equity rose to 42 percent of total
capitalization, from 38.4 percent in 1991 and
32.8 percent in 1990,

Last year we noted in this space that we op-
posed many of the changes to utility regulation
then under consideration by the United States
Congress. At the same time, we said we believed
in the inevitability of many of those changes and
were preparing ourselves to operate successfully
under them — if possible even leveraging our
strengths to benefit from them. That legislation
~ the Energy Policy Act — was passed in late
1992, While we were not among its proponernts.
we are gratified that it contains many of the pro-
visions we insisted were essential to protect our
smaller customers and our sharcholders from
being seriously hurt by its application. These
protections were included thanks in large part to
the willingness of key members of Congress,
including many from Michigan, to cooperate in
the exchange of information that we felt would
be helptul in crafting the legislation. Thas 1s one
example of the kinds of partnerships that we are
employing 10 help ensure the future well-being
of Detront Edison.

Not that we believe the federal legislation 1s
pertect. We do not. In ns electric utility provi-
sions, it opens the power-generation side of our
business to all comers — utilities and non-utiities
alike ~ regardless of their home bases. In the pro-
cess, non-utility generators may derive certain
advantages that utilities do not have, The legisla-
tion thus continues a movement toward encour-
aging alternatives to the traditional vertical-inte-
gration structure of electric urilities.

The legislation also authorizes the Federal
Energy Regulatory Commussion (FERC) to order
utilities such as ours to transmit over their lines
electricity bought by other utilities from other
producers — even though such orders could
threaten service reliability for the transmitting
utility's customers. We continue to behieve that
the FERC should consider reliability and the
IMPAct On exISting CUStOMETS 1N 1SSUINg 1ts trans-
mission orders and are hopeful that this sensitiv-
ity will be reflected in these orders.



chief executive officer and Deborah M
McGrifi, General Superintendent, Detroit  ©
Public Schools. visn students at Talt Middile
Schoo! , which receives support from the
company under the Detront Compact

g o~



Larry G Garberding. nght. executive vice
president and chiel financial officer, and
Chades V DeCania, vice president. Natsonal
Steel Corp.. discuss a partnership which
provides coke -aven gas to a Detroit Edison
power plant as fuel to produce electricity










Working with health care providers.
employes are learning how the wise use of
health-care services reduces costs - and are
applymg thew knowledge to help commun -

ties solve cost and access-10-service issues




Wiath brooms and brushes in hand more than
- 50 Detrout Fdison employes cleaned and
pamnted three Detroit-area homes for semor
and low-income residents  part of the
national Paint the Town program :
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An employe project 1o replace boder tubes at
the Belle River Power Plant saved the
company about $228 000 over the lowest bid
by an putside confractor




At the Materials Recovery and Education
Center at the 1997 Michigan State Fair,
Detrost Edison employe volunteers collected
and processed lor recyching about one
quarter of the wastes generated at the faw







Detrost Edison uses more than 18-milhon
tons of coal each year- 68 percent of it

low -sulfur Western coal - making 1t the fifth
largest coal consumer 1n the United States







w1992, Detroit Edison continnied

- dts strategies for improving the

comnpany’s finaucial condition and
building a lasting ﬁmm[aﬁ«:h for x/.a.rm'-
bolder value: strengthening the balance sheet
by reducing deb, ‘ndm'ihg fixed charges,

s

and buildiug efficiencies and performance to

control aperaling costs,

- The results of these efforts included recond

earwings, a third consecutive year of divi-

dend increases and the bighest equity-to-debt

b ratio in 25 years. Despite the dividend -
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 CONSOLIDATED STATEMENT OF INCOME wousss m wousanos
The Detron Edison Company and Subsidiaty Companies

ks

Year Ended December 31
1992 1991 1990
Electric - System $3.472,583 $345887) $3.279,248
Electric — Interconnection 58,447 105,399 269.542
Steam 27413 27,267 27,491
Total Operating Revenues $3.558,143 $3.591,537 $3,576.281
Operating Expenses
Operation
Fuel $ 704,371 $ T5RAGT $§ TBR.355
Purchased power 126,101 133,498 256,400
Other operation 548.520 567,275 523.630
Maintenance 262,803 289.670 279528
Depreciation and amortization 423,407 412,253 406,330
Deferred Fermi 2 depreciation and amortization (14.984) (27,583) (39.208)
Taxes other than inconse 252,011 243122 254,661
Income taxes 302,758 270,937 215930
Total Operating Expenses $2.604 987 $2.647.,639 $2.685,626
Operaung Income $ 953,156  § 943898  § BID6SS
Orher Income and Deductions
Allowance for other funds used du. g constriction $ 1,363 $§ 1459 $ -
Deferred Fermi 2 return 13,785 47 566 78,379
Orher income and deductions 21,179 (34074 (24973
Income taxes 7,108 12215 8,503
Accretion income 45,695 47,298 48.794
_income taxes — disallowed plant costs and accretion income (15,576) (6,480 {8,198)
Net Orcher Income and Deductions £ 31196 § 67984 § 102505
Income Before Interest Charges $ 984,352 $1.011.882 § 992960
Interest Charges
Long-term debt $ 388580 $ 437,537 $ 472369
Amortization of debt discount, premium and expense 31,952 4467 4.539
Orher 5,169 4233 4.853
Allowance for borrowed funds used dunng construction (credit) (1,396) (2,192; (3,260
Net Interest Charges $ 396305 $ 445845 $ 478501
Net Income § S8R047 § 5680357 § 514,459
Preferred and Preference Stock Dividend Requirements 30,498 32832 35,179
Earnings for Common Stock - - 3 557,549 § 535,205 § 479,280
Common Shares Outstanding — Average - 146998485 146945942 146888800
Earnings Per Share $3.79 $3.64 §$3.26

(See accompanying Notes to Consolidated Financial Statements )

|
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' CONSOLIDATED BALANCE SHEET wouass w mousanos

The Detront Edison Company eng Subsidiary Compames

| December 31
| 1992 1991
" ASSETS
Utiliny Properties
Plant in service
Electric $12,199.718 $11.859.315
Steamn 68226 62937
N ) . $12.267.944  §11.922252
Less: Accumulated depreciation and amortization . (3,784.843)  (3.439,635)
- § 8483101  § 8482617
Construction work 10 progress 131637 75,610
u Net utility properties $ 8,617,738  § BS5R227
' Property under capital leases (less accumulated amortization
- of $127,395 and $122.917, respectively) § 17069 § I87118
Nuclear tuel under capital lease (less accumulated amoruzation
of $296,154 and $237.005, respectively) 225,727 246,496
Net property under capital leases § 396417 8§ 433614
Total owned and leased properties $ 9,014,155  § 89184l
Other Property and Investments
Naon-utihty property $ 10,091 § 10,103
! Investments and special funds 16,535 32511
Nuclear decommissioning trust funds o 24,583 20,102
3 5139 3§ &mneé
E
| Current Assets
' Cash and temporary cash investments s 9414 § 6,841
f Customer accounts recevable and unbilled revenues (less allowance
| for uncollectible accounts of $32,000 and $23,000, respectively) 206,052 215,120
Orther accounts recervable 24,372 42,187
Inventories (at average cost)
| Fuel 159,288 169,055
Materials and supplies 177,749 164,716
Prepayments o - 9,650 7.598
| - .3 5B&525 8 605517
Deferred Debits
Unamortized debt expense $§ 48132 § 48968
Accumulated deferred income taxes 136,792 193,405
Unrecovered plant costs 1,758 8433
. Fermi 2 phase-in plan 506,480 488.163
‘ Fermi 2 deferred amortization 35,835 25,383
Other o 64867 39,198
- Y N § 793864 § 803550
Total $10.445853  $10,463.624

j (See accompanying Notes 1o Consolidated Financial Statements.)
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T L D B R R I R R R R R e e oammy gy I S T S S N o vv—u—-—-—j

CONSOLIDATED BALANCE SHEET  ipousns w mwousanps)
The Detroit Edison Company and Subsidiary Companies

December 31
1992 1991
LIABILITIES
‘ Common stock - §10 par value, 400,000,000 shares authorized;
147 016,691 and 146,983,123 shares outstanding, respectively
(365,273 and 398 876 shares. respectively, reserved for conversion of
preferred stock) $ 1,470,167 § 1469831
Premium on common stock 553,724 553,463
Common stock expense (48,163) (48.150)
_Retaned earmings used in the business L3805 BT2428
| Total common shareholders equity $ 3113887  § 2847572
’ Cumulative preferred stock — $100 par value, 6,747 484 shares
authonzed; 3,006,562 and 3,137,540 shares outstanding,
respectively (3,539,827 shares unissued)
Redeemable solely at the option of the Company 236,759 237,543
Subject to mandatary redemption 49.344 61,709
Cumulative preference stock — $1 par value, 30,000,000 shares authorized.
2,200,000 and 2,580,180 shares ourstanding, respectively (27,800,000 and
27 419,820 shares unissued, respectively)
Redeemable solely ar the option of the Company 47.891 47,891
Subject to mandatory redemption - 6,294
Long-termdebt - . 3973485 4218264
__ Yol Capitalization . 87421366 8§ 7419075
Obligations under capital leases $§ 155885 & 170,074
_Accumulated rate refunds, with interest A _ 7554 3,861
S - B - _S 163439 8 17 39%5
Short-term borrowings $ 28994 § 3799
Amounts due within one year
Long-term debt 306,299 319,074
Preferred and preference stock 14,250 16,750
Obligations under capital leases 240,532 263.540
Accounts payabie 1383517 161,915
Property and general taxes 31970 45.239
Income taxes 29,684 25.101
Interest 86,157 101,356
Dividends payable 80,192 77072
Payrolls 62,866 64,730
Fermu 2 refueling outage 2918 9.002
Other - _ ‘ .. 70518 57,142
- . - § 1092807  § 1178915
Deferred Credits
Accumulated deferred income taxes $ 1314765 § ' 2224%
Accumulated deferred investment tax credits 373,433 90,201
Orher ‘ ) B 79953 79070
$ L768151  § 1,691,701

Comummsaﬂ&mnngmcm (NotestilOHandH) _ e -
Tunl 510.445,853 810 463 624

{See accompanying Notes to Consolidared Financial Statements )
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CONSULIDATED STATEMENT OF CASH FLOWS  wousss w wousanss
The Detroit Edison Company ang Subsidiary Compames

Year Ended December 31
1992 1991 1990
Operating Activities
Net Income $ S5BR047 $ S6R.037 $514.459
Adjustments to reconcile net ingome to net cash from
OPETating activities:
Accretion income (45,695) (47,298) (48,794)
Depreciation and amortization 423,407 412253 406,330
Deferred Fermi 2 depreciation, amortization and return (28,769 (75,149 (117,587)
Deferred income taxes and investment tax credit — net 132,179 116.778 100,453
Fermi 2 refueling outage — net (6.084) (10,998) 20,000
Orher 6714 34.241 29,538
Changes in current assets and habilities:
Customer accounts recervable and unbilled revenues 9,068 (29.,186) 11,205
Orxher accounts receivable 17.815 (8,791) 25,233
Inventones 5,239 6,066 (4,004)
Accounts payable (24,930 8,773 (73.014)
Taxes payable (8,109 (1.59%) 21972
Interest payable (15,199) (7.570) 2,951
Orher ' 980T (345D 34,676
__ Net cash from operating activiies  $1063490  $952110  $923418
Invesung Acuvines
Plant and equipment expenditures $ 415937 $(272.121) $(230,201)
Purchase from Cooperative — Fermy 2* - - (2,507)
Sale of nuclear fuel - - 31,846
Changes in current assets and Liabilities (7.897) 3137 (15,522)
LR o L L . TRl T TR R T (3,049 (11,673 (20,735
_ Ner cash used for investing activites $ (426.883) $(280.657) $(237,119)
mecmg Actuvities
Sale of general and refunding mortgage bonds* § 350,000 $ - $ -
Funds recenved from Trustees: Installment sales contracts and
loan agreements 345960 159,301 98,679
Increase (decrease) in chort-term borrowings 2,000 37,994 -
Repayment of long-term debt (957.859) (658,129) (332,203)
Redemprion of preferned and preference stock (22,005) {22,500) {19,500)
Dividends on common, preferred and preference stock (218,349) (305.89%) (293,391)
Other Sl T o e Al ] AW b T il @133  19,602)
___ Nex cash used for ﬁmmnlg activigies i $ (634034)  HEIOSSK) (556,017
Net Increase (Decrease) in Cash and Temporary Cash lnvestﬂwms $ 2573 $(139,105} $ 130,282
Cash and Temporary Cash Investments at Beginmng of the Period 6841 145946 15664
CashandTemponqCashimummsuEndoﬁthuwd § 9414 $ 684 3145946
Supplementary Cash Flow Information
Iuterest pad (excluding interest capitalized) § 406571 $ 445,350 $ 469372
Income taxes paid 178,786 141,839 110,359
New capital lease obligations 39,320 79.002 75,055

For purposes of the consohidared financial statements, the Company considers investments purchased with a maturiry of three months or less to
be temporary cash investments,

* Excludes the non-cash investing and financing effects of the Company's February 1990 purchase of the Fermi 2 ownership interest of Waolverine
Power Supply Cooperative, Inc. through the ssuance of $547 1 mullion of 1ts General and Retunding Mortgage Bonds.

(See accompanying Notes 10 Consohdated Financial Statements.)
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CONSOLIDATED STATEMENT OF COMMON SHAREHOLDERS' PQUITY  wousws w mousanes
The Detront Edison Compeny and Subsidary Companies
Premaum Retained
Common Stack on Common Earmuings f

$10 Par Common Stock Used in the
Shares Value Stock Expense Business f

l
} Balance at December 31, 1989 146859569  $1.468596  $552501  $47,742)  § 396705
|
|
I
|

Issuance of common stock on conversion of

convertible camulative preferred stock, :
5% series 62,126 621 AN (24) |
Expense associated with preferred and !
preference stock redeemed (577 '
Net income 514,459 |
Cash dividends declared :
Common stock ~ $1.78 per share (261 478) -
Cumulative preferred and preference stock™ (35.093) :
Balance at December 31, 1990 146,921,695 $1.469217  $552985  $47.766)0 § 614,016 |
Issuance of common stock on conversion of ,
convertible cumulative preferred stock, :
S14% series 61,428 614 478 (24) |
Expense associated with an increase in
authorized number of shares of common stock (360) |
Expense associated with preferred and
preference stock redeemed (623) |
Nert income 568,057
Cash dmidends declared |
Cumulative preferred and preference stock* - (32,731) !
Balance at December 31, 1991 146983,123  $1,469.831 $5953.465 $(48.150) $ B72428 !

Issuance of common stock on conversion of

Common stock - $1 88 per share (276,271)
convertible cumulative preferred stock,

545 senies 33.568 336 261 (13)
Expense associaved with preferred and
preference stock redeemed (847)
Net income S88,047
Cash dividends declared
| Common stock — $1.98 per share (291,066)
| Cumulative preferred and preference stock* - - (30,403)
Balance at December 31, 1992 147,016,691  $1.470,167 $553,724 $148.163) $1,138.159
* At established rate for each senies. %

| (See accompanying Notes 1o Consolidated Financial Statements.
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NOTES T o CONSOLIDATED
Tne Detron Edison Company and Subsidiary Companies

N 0 T E !
Significant Accounting Policies

INDUSTRY SEGMENT - The Detrcsr Edison Company
("Company ") 15 & regulated public utility engaged i the genera-
ton, purchase. reansmussion. distriburion and sale of electric
energy.

REGULATION - The Company 1s subject to regulation by the
Michigan Public Service Commission (" MPSC”) and the Federal
Energy Regulatory Commussion (“FERC ™) svith respect 1o ac-
counting matters and mamtams its accounts 10 accordance with
Uniform Systems of Accounts prescribed by these agencies. As a
repulated entity, taking into acoount the cost recovery restricuions
contained 1n @ December 1988 MPSC rate order and the provi-
sions of the Energy Policy Actof 1992 ( Energy Ace”), the Com-
pacy meets the criteria of Statement of Fmancal Accounting Stan-
dards ("SFAS™I No. 71, “Accounting for the Effects of Certain
Types of Regulation.” This sccounning standard recognizes the
ratemaking process which results i differences i the apphication
of generatly accepted accounting principles between regulated and
non-regulated businesses. Such differences concern maunly the
time at which vanous stemy enter into the determinanion of net
income 1 order to follow the prinaple of matching costs and
revenues.

PRINCIPLES APPLIED IN CONSOLIDATION - The Con-
solidated Financial Statements niclude the accounts of ail subsid-
iary companies, &l of which are whally-owned.

REVENUES - The Company records unbilled revenues for elec-
tric and steam heating services provided afrer oycle billmgs
through month-end.

PROPERTY, DEPRECIATION AND AMORTIZATION,
RETIREMENT AND MAINTENANCE - U tliny properties
are recorded at oniginal cost less regularory disaliowances. The
annual provision for depreciation 18 calculated on the strught-line
remarmng life method by applving annual rates approved by the
MPSC to the average of vear-begmning and vear-ending balances
of depreciable property by primary plant accounts. Provision tor
depreciation of Fermi 2, excluding decommussioning expense, was
2.63% of uverage depreciable properry for 1992, 1991 and 1990,
except for §300 mullion bewng amorrized over 10 § cars comment-
g 1989 and $513 mullion beirig amortized over 19 vears (om-
mencing in 1990, See Note 5. Provision for depreciation of all
other utility plant, a5 & percent of average depreciable property,
was 3.3% tor 1992, 1991 and 199%). In general, the cost of proper-
nies retired in the normal course of business 1s charged to accumu-
lated deprecianon. Expendiures for mamtenance and repairs are
charged to expense, and the cost of fiew property installed, winch
replaces property renired, i charged to property accounts.

DEFERRED FERMI 2 DEPRECIATION AND RETURN -
An MPSC authonzed phase-sn plan tor Ferms 2, effectrve m Janu-
ary 1988, provides tor gradual rate ancreases 1n the early vears o
plant operation rather than a one-ume substantial rate increase
which conventional ratemaking would provide SFAS No, 92,
“Regulated Enterprises - Accounting for Phase-in Plans,” permats
the capitulization of costs deferred for future recovery under a

26 The Detroar Tdnon 1997 Annus! Report
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phase-in plan. Accorcingly, the Company recorded non-cash in-
come items of deferred deprecaation and deferred return totahng
$506.5 mulbon through 1992, These deferred amounts wall be
amortized 1o operating expense as the cash recovery s reabized
through revenues dunng the vears 1993 through 1998, Deferred
depreciation 1s that portion of depreciation expense not covered in
current rates and was $4.5 milhon, $15 7 million and $25 8 ml-
lion in 1992, 1991 and 1990, respectively. Deterred rerurn is the
accrual of carrying charges on Fertm 2 plant costs not covered in
current rates and was $13.8 million, $47 6 millon and $78.4 mil-
lion in 1992, 1991 and 1990, respectively

DEFERRED FERMI 2 AMORTIZATION ~ The Decembwr
1988 MPSC rate order provides for the Company s February 1990
purchase of Wolverine Power Supply Cooperative, Inc s ("Coop-
erative”) ownershap interest m Fermi 2 for $513 mallion to be
treated as a regularory asset wath a 19-year principal amortization
and assoctated nrerest of 87 The debst and associated mrerest 19-
curred in connection with this purchase are 1o be excluded from
the caleulanion of the Company’s overall return on investment.
Since the straght-hne amoruzanon of the regulatory asset exceeds
the revenues provided for such amortization daring the first ten
vears of the recovery peniod, the Company s recording deferred
amortization, 3 pon-cash item of income, totaling $67.2 million
through 1999 For 1992, 1991 and 1990, the amounts deterred
were $10.5 million, $11.9 mdhon and $13.4 mullion, respectively.
The deterred amounts will be amortized 1o operating expense as
the cash recovery s realized through revenues during the years
2000 throwgh 2008,

PROPERTY TAXES - The Company accounts for property
taxes so that such taxes are accrued monthly dunng the fiscal pe-
riod of the applicable txing authonty.

INCOME TAXES - Deterred income taxes are provided for
timing differences berween book and taxable income to the extent
authorized by the MPSC. For tedenil income tax purposes, the
Company tomputes depreciation using accelerated methods and
shorter depreciable bives. Investment tax credits utilized whech
relate to utility properey were defersed and are amortized over the
estmated composite service life of the related property. Invest-
ment tax credits utilized which relate to dusallowed Fermi 2 plant
costs were recorded 1n other income snd deductions in 1990 and
1991 under the flow-through method. See Note 6.
ALLOWANCE FOR FUNDS USED DURING CONSTRUC-
TION ("AFUDC™) - AFUDC, a nor-operatng non-cash stem, 18
defined in the FERC Unttorm System of Accounts to nclade “the
tiet cost for the period of construction of borrowed funds wsed for
constructson purposes and a reasonsble rate on other funds when so
used " AFUDC involves an accounting procedure whereby the
approximate mterest expense and the cost of other (common, pre-
ferred and preference shareholders equity) funds applicable to the
cost of constructson are transterred frum the income statement to
construcion work in progress in the balance sheer. The cash recov-
ery of AFUDC, as well as other costs of construction, occurs as
completed projecs are placed o service and related depreciation s
authorized to be recovered through costomer rates. The Company
capialized AFUDC at 9.65% in 1992, 1991 and 1990,
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ACCRETION INCOME - In 1988, the Company adopted SFAS
No. 90, “Regulated Enterprises - Accounting for Abandonments
and Disallowances of Plant Costs,” and recorded indirect losses for
Greenwood Uit No. 1, for the sbandoned Greenwood Ut Nos.
2 and 3 and for a portion of Fermi 2 as a discount (reduction) of
the Company s investment in these units. These net after-tax
losses, due o discounting, originally rotaled $198 mallion, which
amounts are bemg restored (o net income over the period 1988
1998 as the Company records a non-cash return (accretion incaw:)
on its ivestment in these units. The Company recorded $30.2
mulbion, $31.2 mullion and $32.2 million of ner after-tax accretion
mcome 10 1992, 1991 and 1990, respectively.

CAPITALIZATION - DISCOUNT, PREMIUM AND EX-
PFN\sE - The discount, premium and expense related to the issu-
ance of long-term debt are amortized over the life of each issue. In
accordanice with MPSC regulations. the discount, premium and
expense, when related to debt redeemed without refunding, are
written off to other income and deductions and, when related to
debt redeemed wath refunding, are amortized over the life of the
replacement issue. Capital stock premium and expense related to
redeemed preferred and preference stock are written off against
rerasned carnings used in the business.

UNRECOVERED PLANT COSTS — Amortization of unre-
covered plant costs commences whe. . cecovery of such costs 15
authonized by accounting and ratemaking orders of the MPSC. No
retarn on mvesement 8 provided for uarecovered plant costs. The
Company is amortizing costs of $71.3 madlion associated with che
abandoned Greenwood Unir Nos. 2 and 3 over the peniod 1983-
1993, The unemortized balances at December 37 1992 and 199]
were $1.8 million and $8.4 million, respect’« uy.

FERMI 2 REFUELING OUTAGES ~ The Company recognizes
the cost of Fermu 2 refueling outages over periods in which related
revenues are recognized. Under thas procedure, the Company
records a provision for mcremental costs anticipated to be incurred
during the next scheduled Fermu 2 refueling outage.

LEASES - Sec Note 10

EMPLOYES RETIREMENT PLAN AND OTHER
POSTRETIREMENT BENEFITS - See Note 14
RECLASSIFICATION - Certain amounts 1n prior years” Con-
solidated Statement of Income have been reclassified 1o conferm 10
the current year presentation,

N 0 T E 2

Fermi 2

GENERAL - Ferm: 2, a nuclear generating anit. began comme-
cial aperation in Jatuary 1988 On Seprember 10, 1992, the
Nuclegr Regulatory Commussion ('NRC") approved the Com-
pany s tequest to morease Fermi 2's licensed capability of 1,093
megawatts by over four percent to 1,129 megawarts. This unit
represents approximately 32 of toral assets, 11% of total opera-
tion and maintenance expenses and 11% of summer net rated
capabtlity. In February 1990, the Company purchused che
Cooperarive’'s 11 198% Fermi 2 ownership interest for $539.6

N ==
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million (8513 mulbon for plant. $23 2 milhon for nuclear fuel and
$3.4 milbon for matenals and supplies and other).

See Noxe 3 for a discussion of the MPSC's treatment of Ferm 2
project costs of $4 85K tallion (including the purchase of the
Cooperative’s interest in 1990).

LICENSING, OPERATION AND DECOMMISSIONING ~
The NRC maintains junisdiction over the heensing, operation and
decomnussiomog of Ferm 2.

During 1992, 1991 and 1990, Fermi 2 was available for system
power generaion TV.9%, 73.9% and 82.9% of the time, respec-
avely. The phatit = capacity factor (measured by the amount of
power produced s con ared o full power capability) was 79.0%
66.7% andt 77 4%, respectively, during these same periods.

The MPSC segulares tie recovery of costs of decommussioning
sacler power plants. A January 1987 MPSC order authorized the
estahlishmeat of a §100 mullion external trust fund (in 1987 dol-
lars) to himance the decommissioning of Fermi 2 when its operat-
ing hicense expires in the year 2025. The order approves a decom-
mussioning surcharge on customer bills undei which the
s collecting approxemately $3 million annually, with a like
amount charged to operations through depreciation expense. At
December 31, 1992, the Company has a reserve of $19.1 mullion,
which s included in accumulated depreciation and amortization,
for the future decommussioning of Fermi 2, with a like amount
deposited 1n external trust funds.

Effective i July 1990, an NRC rule requires decommissioning
tunding based upon a site-specific estimate or 4
NRC formula. Using the NRC's formula, the Company estimates
that the cost of decommissioning Fermi 2 is $199.8 mullion (in
1992 doilars). The currently authorized surcharge does not provide
adeguate funding under the NRC rule, however, the Company has
requested an increase in the surcharge in its July 1, 1992 rate filing
with the MPSC and believes increases in decommissioning costs
will be recovered in rates.

The Company also has a reserve of £5.5 mullion at December
31, 1992, which 15 included in other deferred credits, for the
tuture decommissioning of Ferma 1, an experimental nuclear unit
on the Fermi 2 site that has been shut down since 1972 Such
amounts are deposited in an external trust fund for the future pay-
ment of decommussioning costs, which are estimated at $14 1 mul-
lion (m 1992 dollars),

The Energy Act provided for a fund to be established for the
decommussioning and decontamination of exssting United Seates
Departrnent of Energy ("DOE™) uransum enrichment facilities.
Utihities with nuclear tacilivies will be required w pay for a portion
of the cost by making annual payments into the fund over a 15
vear period. The law direces state regulators to treat these pay-
ments as i necessary and reasonable cost of fuel. The Company’s
share of the costs are estimated at §750,000 per year.

NUCLEAR FUEL DISPOSAL COSTS - The Company has a
contract with the DOE for the furure storage and disposal of spent
nuclear fuel from Fermi 2. Under the terms of the contract, the
Company makes quarterly payments 1o the DOE based upon a fee
of 1 mill per kilowatthour appled to the Forou 2 electricity gener-
ated and sold. The spent nuclear fuel disposal cost 1 included as a
component of the Company's nuckear fuel expense. The DOE has

The Detport Bdison 1592 Annuel Repore 27




-

NOTES To
The Detran Edison Company and Subsigiary Companies

publicly stated that st will be unable 1o store spent nuclear fuel at
a permanent teposstory anal 2010, However, the DOE 1s pursa
g ntenm storage options. The Company estimates that existing
temporary stomge capacity at Fermi 2 will be sufficient uneil the
vear 2000

INSURANCE - The Company insures Ferri 2 wath property
dumage insurance provaded by Nuclear Murual Linured ("NML"),
Nuclear Electric Insurance Lumited ("NEIL") and American
Nuclear Insurers ("ANIT"). The NML and NEIL insurance policies
provide $500 million of composite primary coverage and $1.325
hillion of excess coverage, sespectively, for stabilization, decon-
tamination and debris removal costs and repasr and/or replacement
of property. Under the NML and NedL policies, the Company
could be liable for maximum rerrospective assessments of up 1o
spproximately $20 million per loss 1f any one loss should exceed
the accumulared funds available to NML or NEIL. An additional
$765 million of excess coverage s provaded by ANI for which the
Company pays an annual premium and is not hable for retrospec-
tive assessments. Accordingly, the combined limns provide toval
property damage imsurance of $2.59 billion. The Company is also
msured by NEIL for replacement power costs associated with acc-
dental plant outages

As required by federal law, the Company maintains $200 mal-
lion of public lisbility msurance for 2 nuclear incident. Fusther,
under the Price-Anderson Amendments Act of 198K, deferred pre-
muum charges of $63 mulbon may be levied against each licensed
nuclear faciliry, bur not more than $10 million per year per facil-
iy, On December 31, 1992, there were 115 Licensed nuciear
tactlities 10 the United Stes. Thus, deferred premium charges in
the aggregate amount of approxamately $7.2 bilhon couid be
levied agamst all owners of licensed nuclear facilines in the event
of 8 nuclesr inadent. Accordingly, public hability for 2 single
nuclear incident 1 currently hmited to approximarely $7.4 billion.

N 0 T E ]
Rate Matters

The Company s subnect to the primary regulatory junsdiction of
the MPSC. which, from time o time, 185008 its orders pertarming
o the Company’s condimons of service, rates and recovery of
certaim costs including the costs of generaning tacilities.

A December 1988 MPSC order approved & sertlement agree-
ment among the Company, MPSC Staff, Michigan Artomey Gen-
eral ("AG") and other intervenons, which togeeher with a previous
Apni) 1986 MPSC order (1) established a seven-year rate phase-in
plan for Fersm 2, (2) provided for both direct and indirect disal-
lowances of Fermy 2 plant costs, (3) excluded the Company s
investment in its 795 megawart Greenwood umt from rate base
through December 31, 1993, (3) suspended the Power Supply
Cost Recovery ("PSCR ") Clause for the lour-vear peniod January 1,
1989 throuith Decemnber 31, 1992 and (5) provided for a five-year
moratonum on base tare changes through December 31, 1993,

Exceptions te: the moratorium were allowed for (1) previously
authorized mte increases (the Fermm 2 phase-in plan) and (2) fed-
eral income tux law or regulation changes, new acid rmin legasla-
tion and new copeneration legislation that would sncrease o
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decrease costs by $5 milhion (1988 dollars adiusted by the Con-
sumet Price Index, "CPI”) or more annually. Also, an expense
stabilization procedure, applicable 1o approximately $750 million
of Company uperation and maintenance expenses, permutted rates
to be adyusted by a surcharge through 1992 for draﬂ'zmd infla-
tion. The annual revenues provided by each were

y $27 mullion, 355 million and $63 mullion for
1990 1991 and 1992, respectively.

Set forth below s a summary of the Company's acrual and
scheduled rate increases and other rare changes for the penod
19881994 excluding sarcharges. This summary includes the
incresses authorizest us part of tho Fermi 2 phase-in plan.

Authorized Onher Totul

Base Rare Rate Annudl  Camalative
Yeur Increases Changes  Amounts Amounts

(Mudiroms |

1O88-199) $3313 16 $3529
1992 102s Té $101 4630
1993 - 3491 391 S02.1
1994 . 67 - .

* Linder the MPSC's Derember 1955 order, 870 8 milbion required under
the Fermi 2 phase-in plan will be included ws o cost of service component
in the determination of the rate adjustment in 1994 and beyond, so that
ull amounts deferred are eecovered during the period ending 6o later than
December 31, 1998,

See Note 1 for a discussion of Deferred Fermu 2 Depreciation
and Return and Deferred Fermi 2 Amortization.

For the period January 1989 through December 2003, the
December 1988 MPSC order established (1) & cap on Ferm 2
capital addstions of $25 mullion per year camulative, adjusted by
the CPI, (2) a cap on Fermy 2 non-fuel operation and mainterance
expenses adjusted by the CPl and (3) & capacity factor performance
standard based on a three-year rolling average commencing in
1991 Under the capacity performance standard, effective january
1, 1993, a disallowance of net incremental replacement power cost
will be imposed for the amount by which the Fermi 2 three-year
rolling average capaciry factor 1s less than the greater of either the
average of the top 50% of US. boiling water reactors or 50% . For
a capural investment of $200 million or more, the Company must
obtain prior MPSC approvi to be included i rate base. See Note
J = Regulation,

The Company has and believes it will continue 1o operate
under the terms of the order with no significant adverse effects as
a result of any cost recovery restrictions contained theren.

In accordance with December 1988 and April 1986 MPSC rate
orders, ratemaking treatment of the Company s Fermi 2 project
costs of $4.858 balhon 1 as follows: (1) $3.018 billion i rare base
with recovery and return, (2) $300 million amartized over 10 years
wich no reruren, (3) 8513 milhon amoruzed over 19 years with
associated interest of 8% and (4) $1 027 billion disallowed and
written off by the Company in 1988

Under the December 1988 MPSC order, of nuclear operations
ar Fermi 2 permanently cease, the emaining net rate base invest-
ment amount shall be removed from rate base and amortized in
rares, withour rerurn, over ten years with such amortization net

.



exceed $290 million per vear. In this event, unamortized amounts
of deferred depreciation and deferred return, recorded in the bal-
ance sheet under the phase-in plan prior to the removal of Ferm: 2
trom rate base, will continue to be amortized, with a full return on
such unamortized balances, so that al' amounts deferred are recov-
ered during the penod ending no later than December 31, 1998,
Also, amortization in rates of the $300 million and $513 mullion
nvestments i Fenm: 2 would continae.

In an order dared October 19, 1992, the MPSC approved a
sertlement agreement providing for a 1993 PSCR Plan. Imple-
mentation of the provisions of this order together with the termi-
navaa of the expense stabilization procedure on January 1, 1993,
15 #xjected to reduce the Company's operating revenues by
apgroxicately $170 midlion in 1993

The Company has pending before the MPSC an application
requesting an increase in base rates in the annual amount of §91 6
mullion, based upon a 1994 test year and a 13% return on com-
mon equity. The request for an increase in base rates reflects: (1)
increased Fermu 2 decommussioning costs. (2) increased costs asso-
clated with implementing accounting changes n'ated to «.her
postretirement benefits (see Note 14), (3) costs associated with the
return to rate base of rthe Greenwood generating unit, (4) Fermi 2
phase-in plan revenue requirements in 1994, (5) & five-year £75
mullion demand-side management program and (6) other infla-
tionary increases. The Company 18 required to update this applica-
uon by Apnl 50, 1993 It s anticipated that the MPSC will issue
an order effective for service readered on and after January 1, 1994,

N 0 T E ‘
Jointly-Owned Utility Plant

The Company’s portion of jointlv-owned aeility plant 15 as follows

Ludington
Pumped
o Belle River Storage
In-service date 1984- 1985 1973
Undivaded ownership interest * 49%
Investment (madliomi) $1,025.7 $1687
Actumulated depreciation [aslom:) $ 2461 $ 630

* The Company's undwided ownerstip mterest is 62 78% in Unie No. 1,
B1.39% of the portion of the facidities applicabie to Belle River used jontly
by the Belle River and Sr. Clair Power Plants, 49 $9% in certain transmis-
s1on hines and, at Decemnber 31, 1992, 75% i facilities used i common
with Usnit No 2

BELLE RIVER - The Michigan Public Power Agency ("MPPA")
has an undmided ownership interest in Belle River Unit No. 1 and
certain other related facilines. MPPA is entitled to 18.61% of the
capacity and energy of the entire plant and 15 responsible for the
same percentage of the plant s operation and maintenance expenses
and capital improvements. The Company 1s obligated to provide
MPPA with backup power when either unit 1s out of service

In 1984, following commercial operation of Belle River Unut
No. 1, the Company began contracrual purchases of 100% of

MPPA'’s capacity and energy entitlement which continued
through 1990. Such purchases were 90% for 1991 and 80% for
1992 and are contracted to be 20% for 1993 and 10% for 1994
The cost for the buvback of power is based on MPPA's plant-re-
lated investment, interest costs incurred by MPPA on their origi-
nal project financing plus 2.5%. and certain other costs such as de-
preciation and operation and mantenance expenses. Buvback pay-
ments to MPPA were $70.3  hon, $58.1 million and $50.9
million for 1990, 1991 and 19y, respectively, and are currently
estimated at $12.6 million and $6.1 millton for 1993 and 1994,
respectively.
LUDINGTON PUMPED STORAGE - »x+ - - nomte-
nance and other expenses of the Ludington v Sevicage Plant
(“Ludington”) are shared by the Company aw _asumers Power
Ca.npany ("Consumers”) in proportion to their respective interests
in the plant. See Note 13 for a discussion of contingencies related
to Ludingron.

One-sixth of the Company s Ludington generating capability
has been leased to The Toledo Edison Company through Decem-
ber 31, 1993.
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Sale of A. counts Receivable and
Unbilled Revenues

In February 1989, the Company entered into a five-year program
for the sale of $200 million of the Company's accounts receivable
and unbilled revenues. The sale was accomplished by an assign-
ment of an undivided ownership interest 1n the Company s cus-
tomer accounts recervable and unbilled revenues. At December 31,
1992 and 1991, customer accounts receivable and unbilled rev-
enues in the Consolidated Balance Sheet have been reduced by
$200 million reflecting the sale. All expenses associated with the
program are being charged to other income and deductions in the
Consolidated Statement of Income.

N 0 T E 6

Income Taxes

Total income tax expense as a percent of income before tax
varies from the statutory federal income tax rate for the following
TERSONS!

Percent of Income Before Tax

S _ 1992 1991 1990
Statutory income tax rate 34.0% 34.0% 34 0%
Deferred Fere 2 depreciution
and rerurn 0.5 210 @
AFUIDXC W1 01y {1.7)
Investment tax credi (1.9 {2.H) (2.8)
Depreciation 3.3 33 44
Orther — net Wl €.5) (0.3)
Effectve income tax riare 34 6% 31 8% 29 6%
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Components of income taxes were applicable to the following:

1902 1991 1990
{ Thowsands)
Oyperaning expenses
Current 204,336 3179736 $143.019
Deferred - net
Borrowed funds component
of AFUDC (1.08]) (1,081) {2610
Deprecation and amortization 70,564 72814 6,261
Propert: taxes 4952 (3m2D) (8308
Linkalied revenues - - (10,9221
Alrernutive mutimum e S0.5%7 - 419
Fermi 2 capatadized Jabor and
eXpruses (1,692 (1.692) (1,692}
Indirect constroction Costs 11.268) (1,268 (1,864}
Uncollecrible accoants (3,060 44200 1.084
Contrbunons in ad of
COETBCLIon (4877 (3,548 {4.952)
Fermu 2 refurling outuge 2.068 3,740 16, 800)
Michgan Single Business Tax - 6,324 16.524)
Shareholder value improvement
plan (2,256 (2805 (2,232)
PSCR praperty tax tefund 30 5,965 (5,563)
Caoul contract buyours (1,918) 7% 4,996
Crher 3881 (RO G
115,180 R 142 20,774
Investment wax crecit ~ net
Usiltaed 1417} 36,408 63 468
Amonized (6351) 3339 (12.328)
(16.768) 25,069 52,140
Total 02758 27THO5T 215930
Other ingome und deductions
Current (5.464)  (11,18%) {7.5605)
Deferred - net (1644 (1,027} {T4R)
Tonal (7,108 (12215 (8,303
Disallowed plant coses and
ACCEOTION iHCOMmE
Current (19835  (20.12%) (20,081
Deterred - net
Disallowed plant costs 19874 20,135 2L0RE
Acorenon income 15.53%7 16,081 16,591
Invesrment tax credit - 9611} (%400
Tora! 15,576 6,480 £.198
Total income taxes $311,226 $265.2D2 3215835

In accordance wich MPSC requirements. deterred income tax
accounting was not followed for the borrowed funds component of
AFUDC and indirect construction costs relating to Ferm: 2, nor 1
it followed for interest on nuclear fuel financing (see Note 10) and
certain other current sncome tax deductions.

The Fermi 2 phase-in plan required the Company to record
addinonal deferred income tax expense related 1o deferred depre-
cuarion totaling $33.5 million ($11.8 million, $9.4 million, $6.9
million, $4.2 million and $1.2 million in 1988, 1989, 1990,
199] and 1992, respectively), with these amounts amoruzed to
income over the penod ending December 41, 1998
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As authorized by the MPSC, deferred income taxes are recorded
for tax creduts generated under the Alternative Mimimam Tax
("AMT") system created by the federal Tax Reform Act of 1986.
These deferred income taxes are amortized at such ume as the
AMT credits are used on the Company's federal income tax return.
It is esumated that $50 5 million of AMT credits will be used to
reduce the Company's 1992 federal income taxes currently pay-
able; 1! =refore, an equal amount was amortized 10 deferred income
tax expense in 1992 At December 31, 1992, the Company has an
AMT credit carryforward of approximately $29 million, which can
be carned forward indefinitely to reduce regular tax liabiliues
whenever such Liabilities exceed AMT habilities.

The cumulative net amounts of income tax timing differences
for which deferred taxes have not been provided at December 31,
1992 and 1991 are approximately $1 8 billion and $2.0 billion,
respectively. The tax expense related 1o these timung difference
amounts, for which the tax benefits were previously flowed-
through to customets, will be recorded when such taxes become
payable and are recoverable from customers.

in Febraary 1992, the Financial Accounting Standards Board
(“FASB") issued SFAS No. 109, “Accounting for Income Taxes,”
with an effective dare of 1993, SFAS No. 109 requires an asset and
Liability approach for financial accounting and reporting for
income taxes. It requires the Company 1o (1) recompute its tax
liabiliry at the then current tax rate and adjust the accumulated
deferred income tax balances in the balance sheer and (2) record
additional deferred income taxes for te y differences not
previously recognized (including the $1 8 billion discussed above).
The Company is adopring SFAS No. 109 in the first quarter of
1993 and, as a result, will record an increase in accumulared
deferred income tax liabilities of approximately $740 millon off-
set by an equal regulatory asset, representing the future revenue
recovery from customers for these taxes as they become pavable,
with no effect on net incorne.

On February 8, 1993, the MPSC issued an order, in a genenic
proceeding, authonzing accounting procedures consistent with
SFAS No. 109 and providing assurance that the effects of previ-
ously flowed-through tax benefits will continue to be allowed rate
fecovery.

The federal income tax returns of the Company are settled
through the year 1986 The Internal Revenue Service 1s currently
examning the Company’s tax recurns for the years 1987 and
1988 The Company believes that adequate provisions for federal
income taxes have been made through December 31, 1992

N 0 T E 7

Short-Term Credit Arrangements
and Borrowings

As described below, at December 31, 1992, the Company had
total shorr-term credit arrangements of $363.7 million under
which $29 milhion of borrowings were outstanding.




The Company had bank Lines of credit of $200 miiton, al! of
which had commitment fees in hieu of compensating b ~ces
Commitment fees tncurred in 1992 for bank lines of ¢ .t were
approximately $0.3 million. The Company uses bank lines of
credit to supporr the issuance of commercial paper and bank loans
All borrowings are at prevailing money rnarket rates which are
below the banks’ prime lending rates.

The Company has a nuclear fuel financing arrangement (heat
purchase contract) with Renassance Energy Company (“Renais-
sance”), an unaffiliated company. Renassance may issue commer-
cial paper or borrow from participating banks on the basis of
promussory notes. To the extent the maximum amount of funds
available w Renaissance (currently $400 million) 15 not needed by
Renasssance to purchase nuclear fuel, such funds may be loaned 1o
the Company for general corporate purposes pursuant 1o a Separate
Loan Agreement. At December 31, 1992, $163.7 million was
available to the Company under such Loan Agreement. See Note
10 for 2 discussion of the Company s heat purchase contract with
Renassance
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Common Stock and Cumulative
Preferred and Preference Stock
Redeemable Solely at the Option
of the Company

At December 31, the outstanding Cumulative Preferred and Pret-
erence Stock redeemable solely at the option of the Company was:

Dare af
lssuance 1992 1991
T howsand:
Preferred Srock
SV convertible series, 654 082
and T0.960 shares, respectively  Oct. 1967 § 6498 § 7096

9.32% series, 495 080 shares Oct. 1970 39 908 49 908
T ORFE senes, SO0,000 shares Mar 1971 50,000 SO.000
T.45% senes, 600 KK shares Nov. 1971 60 000 60,000
7 36% seewes, THL000 shares Dec 1972 786K I8 000
Preterred stock expense (4,647 {4661

Totul Preferred Scock $236,759 8237343

Preference Stock
$2 28 senies, 2,000,000 shares Dec 1977 § 2000 8§ 2000

Premium on preference stk SH 000 AR 00K
Preference stock expense {2,109) (Z,.108)
Total Preference Stock $ 47891 8 47891

The Convertible Cumulative Preferred Stock, 5% Series, 15
convertible by the holder into Common Stock. The conversion
price was $17.79 per share at December 31, 1992, The number of
shares converted dunng 1992, 1991 and 1990 was 5 978, 10,937
and 11,060, respectively. The number of shares of Common Stock

reserved for issuance upon conversion and the conversion price are
subject to further adjustment m certan events. This Series may be
redeemed at any time in whole or in part at the optron of the
Company ar $100 per share, plus accrued dividends.

The Company's 9.32% Series, 7.68% Series, 7.45% Senies and
7.36% Series Preferred Stock are redeemabie solely at the option of
the Company at a per share redemption price of $101, plus accrued
dividends,

The Company’s $2.28 Senes Preference Stock s redeemable
solely at the option of the Company at a per shate redemption
price of $25.25, tlus accrued dividends, on and after January 15,
1993,

Apart fram MPSC approval and the requirement that Com-
mon, Preferred and Preference Stock be sold for at least par value,
there are no legal restrictions on the ssuance of additional autho-
rized shares of such stock
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Cumulative Preferred and
Preference Stock Subject ta
Mandatory Redemption

At December 31, the outstanding Cumulative Preferred and
Preference Stock subject to mandatory redemption was:

Date ot
Issuance 1992 1991
(Thuoand))
Preferred Stock

9.72% seqes, 250,000 and

300,000 shares, respecrively Dec 1978 $25000  $30,000
9.72% senes, 50,000 and

61,000 shares, respectively Jan 1979 5,000 6,000
9 60% senes, 159,750 and

195,250 shares, respectively Ocs 1979 15.97% 19,525
9.60% senwes, 132.7%) and

162,250 shares, respectively Jon. 1980 13,275 16,225
Preferred srock due within

phe year (9,250) (9.250)
Preterred stock expense {65%6) (791}

Towal Preterred Stock £40334 861709
Preference Stock

$2. 75 senes, IR0 IR0 shares

in 194] July 1975 § - $ I8
$2.75 series B, 200,000 and

00,060 shires, respectively Dec. 1975 200 400
Premaum an preference stock 400 13,924
Preference stock due within

neke year 5,000; (7 ,500)
Prederence stock expense - 71

Total Preference Stock $ -

$ 6295
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The following series of Preferred and Preference Stock are
entitied to the benefit of sinking funds (provided that ne dividend
arrearages exist) providing for the annual redemption of shares at
stated per share prices, plus accrued dividends:

Non-Cumulative
Opuon to
Redeem
Annual Price Addinonal
Number Per Shares
: of Shares, Sowee _AnyVewr
Preterred Stock
Q.72 Series 30,000 2100 30.000
C.600% Senies 22500 100 32.500%
Preference Stock
§275 unes B 100,000 25 100.0600

* Nt 1o exceed 220,000 cumulative addstional shares of winch 97,500
shares were redeemed at December 31, 1992

The following numbers of shares were purchased for apphication
to sinking fund requirements:

— 2 WY 190
Pretetred Stock, 9 729% Series 60,000 60,000 30,000
Preterred Stock, 2.60% Series 65.000 65 000 65,000
Preterence Stock, $2 75 Senes 180,180 200000 200,000
Prefersnce Stock, $279 Senes B 200,000 200,000 200,000

In the event that a payment due under requirements of a sink-
ing fund for any series of Preferred or Preference Stock is not made,
no dividend shall be paid fother thun a dimidend paid in junior
stack ! or declared or other distribution made upon any junior
stor - nmmon and Preference Stock in the case of Preferred
Seo - wnd Commeon Stock in the case of Preference Stock) unuil
such payment is made.

The following senes of Preferred and Preference Stock, which
are redeemable pursuant to sinking fund requirements, may also
be redeemed at the option of the Company at stated per share
redemption prices, plus accrued dovidends:

Decreasing Prior On and
=y . From _To To After
Preferred Stack
O T2% Series $162 90 1-15-94 $101.00 1-15-94
G HOH Series 104,60 10-1%-94 10100 10-1594
Preference Stock
2525 1-15-91

$275 Senies B - -

The combined aggregate annual amounts of redemption
requitements at December 31, 1992 for all senies of Preferred and
Preference Stock are $14 milhon for 1993 and $6 million for each
of the years 1994 through 1997
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Leases

Future minimum lease payments under long-term noncancellable
leases, consisting of nuclear fuel ($280 million computed on a
projected units of production basis), lake vessels ($60 million),
locomotives and coal cars ($177 million), office space ($33 mulhion)
and computers, vehicles and other equipment (§29 mullion) at
December 31, 1992 are as follows.

. .. ... B I . ...
1993 $117 1996 $ 63
1994 92 1997 40
1995 R Remauning years 189
Total $579

——

The Company has a heat purchase contract with Renaissance
which provides for the purchase by Renasssance for the Company
of up 1o $400 million of nuclear fuel, subject to the continued
avalabilier of funds to Renaissance to purchase such fuel. Title to
the nuclear fuel is held by Renassance. The Company makes quar-
terly payments under the heat purchase contract based on the
consumption of nuclear fuel for the generation of electnioty. Ren-
aissance s investment in nuclear fuel was $226 million and $246
million at December 31, 1992 and 1991, respectively. The de-
crease in 1992 from 1991 of $20 mullion includes additions of $39
million (purchases of $32 million and capitalized interest of §7
million) less $59 mullion for the amortization of nuclear fuel con-
sumed 1n 1992,

Under SFAS No. 71, amortization of ieased assets s modified
50 that the total of interest on the obligation and amortization of
the leased asset 1s equal to the rental expense allowed for
ratemaking purposes. For ratemaking purposes, the MPSC has
treated all leases as operating leases. Net income 1s not affected by
capitalization of leases.

Rental expenses for both capital and operating leases were
$108 mulhion (includsng $70 mullion for nuclear fuel), $106 ml-
lion Gincluding $67 mulhon for puclear fuel) and $124 million
(including $80 mullion for nuclear fuel) for 1992, 1991 and 1990,
respectively.

N 0 T E 1 1

Long-Term Debt

The Company's 1924 Mortgage and Deed of Trust ("Mortgage™,
the Lien of which covers substantially all of the Company's proper-
ties, provides for the issuance of additional bonds. At Decernber
31, 1992, approximately $2.7 billion principal amount of Mort-
gage Bonds could have been ssued on the basis of properry adds-
tons, combined with an earnings test provision, assuming an
interest rate of 8 35% on any such additional Mortgage Bonds. An
additional $443 million principal amount of Mortgage Bonds
could have been issued on the basis of bond retirements, after
gving effect to the actual and planned 1993 issuances of $340
milhon of Martgage Bonds.

B i




Long-term debt outstanding at December 31 was:

Interest
i Rate 1992 1991
{ Thossand: )
General and Refunding
Mortgage Bonds
Series R, due 121796 6 % $ 100,000 § 100,000
Series 8, due 1001798 6.4 150,000 150,000
Series T, due 121799 9 - 75,000
Series U, due 7/1/00 915 - 75,000
Senies V., due 121500 81% 100,000 100,000
Senes X, due 61501 8= 100,000 100,000
Series Y, due 11715401 T 60,000 60000
Series Z, due 1115103 7 100,000 100,000
Senies 88, due /1596 10% 30,000 60,000
19K0 Series B, due 47197 1 2% 26850 33500
1986 Series A, due 41516 9 200,000 200,000
19R6 Serves B due B/15716 g% - 100,000
19B6 Series C, due 121516 9y 200,000 200 000
1987 Series A, due 2715717 9 306,000 500,000
1987 Series B, due 4/15/97 L 175,000 175000
1987 Series C, due 41514 9% 225,000 225,000
1987 Series D, due 871592 9% - 250,000
1987 Series E, due 81596 10A - 150,000
1987 Series F. due 6/15/93 9% 200,000 200,000
1989 Senes A, due 71719 9% 300,000 300,000
1990 Senes A, due 33120 T 0904 179,812 182,001
1990 Senes B, due 3731716 T4 228,384 237,900
1990 Senies C, due 331714 B.357 75,218 TRE63T
1992 Senes D. due 8102
and B1/22 T 629* 300,000 * .
1992 Senies £, due 12/15/99 685 50,000 -
iess. Unamornized net
chiscount (10,324) (11,88%)
Amount due within
o vear (235, 864) (28BS 864)
$2 060,076 $5,154.35)
Tax Exempt Revenue Bond
Obligations
Secured by corresponding
ampunts of General und
Refunding Mortgage Bonds
Installment Sales
Coneracrs, doe
61193 - 97124 B* $ 371875 § 367410
Less: Unamortized net
discount (308) (104)
Funds on deposs
with Trustes (148) £138)
Amount due
within one vear {4557 (810)
$ 30984 § 366,358
Loan Agreements,
due 71508 - B/1724 683 $ V0515 § 268540
Lass: Funds on deposit
with Trustee - (77,18%)
$ 0515 8 191.35%%

interest
I o Kae 1992 1991
(T husands)
Unsecured
Installment Sales
Contracts,

due 12/15/15 - 121119 9 16% $ 290560 § 387360

Less: Amoutst due
within one year - (1.000)
$ 290360 § 386,360

Loan Agreements,

due 615795 - 10/1/24 5.94% $ 6155 $ 5i.210

Less: Amount dae
within one year - (i 400)
§ 61550 %8 49810
$1.113409 § 993883

Unsecured Pronussory Notes
Fixed interest rares,

due 1713793 949 $ 0000 § 100000

Less. Amount due
within one year (70000} (30.000)
§ - $ 70,000
Total Long-Term Debt $31973.485 $4.218.264

“Weaght { average interest rate at December 31, 1992,

In 1993, 1994, 1995, 1996 and 1997, long-term debt
maturities consist of $306 mullion, $36 million, $37 miilion,
$136 million and $194 million, respectively. In addition, the
Company redeemed 1ts $225 million 1987 Series C Mortgage
Bonds in Febraary 1993.

N 0 T E 1

Fair Value of Financial
Instruments

The Company adopted SFAS No. 107, “Disclosures about Fair
Value of Financial Instruments,” in 1992, SFAS No. 107 requires
all companies to disclose the fair value of all financial instruments,
both assets and Labilities recogrized and not recognized in the
balance sheet, for which it i1s practicable to estimate fair value.
Descriptive information pertinent to estimating the value of
financial instrument 1s required, if estimating fair value is not
practicable.

The following methods and assumptions were used to estimate
the fair viuue of each class of financial instruments for which it is
practicable 1o estimare that value:

Cash and wemporary cash investments/Short-term
borrowings

The carrying amount approximates fasr value because of the
short maturity of those instruments.
Onher investments

The fair value of the Company's other investments was not
estimated due to each investment not being a material amount
and because some are already recorded at fair value.
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Sale of accounts receivabie and unbilled revenues

The carrying amoant approximates fair value because of the
short matanity of accounts receivable and unbrlled revenues
pledged for sale
Preferred Preferend ¢ stock

The fuir value of the Company s preferred and preference stock
outstanding 18 estmated based on the quoted market prices for the
sume of similar issues

Long-term debe

The fair value of the Company s long-term debt 1s estimated
based on the quoted market prices fur the same or simalar ssues of
ofi the current rates offered to the Company for debe of the same
FEMaImng Maturities.
Customer surety deposits

Surety deposits, mcluding interest as specified by MPSC regu-
lation, are returnied to customers, The carrying amount approxi-
muates fiur value

The estimated tair values of the Company s financial instru-
m=nts at December 31 are & follows:

1982
Carrving Farr
Amount Value
I T Besesamieds s
Cash and tempirary cash investments $ 94l $  9ai4
Oreher invesempents i SAf 354G
Sele of accounts reveivable and
unbiiled revenues 2000000 200,003

Preferred/ Preference stuck A5S A% 435,068
Long-term debr 1.279.942 1473 540
Short-rerm barrowings 8.5994 28,005
Customer surety dejsits SR05 9803
N 0 T E (-

Commitments and Contingencies

COMMITMENTS - The Compariy has entered mto purchase
commurments of approximately $450 million ar December 31,
19492 The Company has also entered into substantial long-rerm
tuel supply and transportation commitments,

The Company has un Energy Purchase Agresment C Agree-
ment 5 for the purchase of steam and electricaty from the Detront
Resource Recovery Facility. Under the Agreement, the Company
will purchase steam through the venr 2008 and elecricity throngh
June 30, 2024, Purchases of steam und elecrriciry were $21.5
million for 1992 and annual purchase commutments are approx;-
mately $20.8 muthon, $24 7 mallion, $25 5 mullion, $30.5 msl-
hion and $36.4 million for 1993, 1994, 1995, 1996 and 1997,
respectively.
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See Note 4 for 2 discussion of buvback commurments 10 MPPA
relared 1o the Belle River Power Plam

CONTINGENCIES - In 1986, the AG and the Michigan Natu-
ral Resources Commussion filed a lawsuir agunst the Company
and Consumers as co-owners of Luchngron. The Company  a

49% co-owner of Ludingron. The suit, which alleges violations of
the Michigan Environmental Protection Act and the common law
for clamed aquatic losses. seeks past damages (ncluding ncerest)
of approximately $148 nullion and future damages (froim the ame
of the filing of the lawsust) i the amount of appros imately
$89,500 per day (of which 49% would be apphicable to the Com-
pany) In November 1990, the Court granted the Company s
motion seeking dismissal of the case upon whicl. vie AG filed a
claim of appeal.

In 1986, two environmental organizations requested FERC 1o
withdraw the Ludington license or provide some mitigation for
tish mortality In April 1989, Consumers and the Company were
ordered by the FERC 1o mstall a temporary barrier tet around che
plant to protect fish on an intenm basis until permanent measures
could be developed. Ar this ume, a net has been in operation for
four seasons and the companses have proposed that it be utilized as
part of the permanent solution. The Company s unable to deter-
mine what the total cost of the permanent measures will be, how-
ever, pending a decision by the FERC, the companies intend o
continue to operate the seasonal net at an esumated annual cost of
£3 milhon.

In January 1989, the Environmental Protection Agency
("EPA") issued an admunistrative order under the Comprehensive
Envaonmental Response, Compensation and Liability Act order-
ing the Company and 23 other porentially responsible parties
{"PRPS") 10 begin removal activities at the Carter Industrials
supertund si=. On September 30, 1992, the EPA approved a Con-
sent Deoree, signed by the sertling PRPs, to condact the requared
clean-up of the sire. The US, Justice Department has presented
the Carter matrer to the US. Distrcr Court for the Eastern Dis-
erier of Michigan and the Consent Decree was goven o dhe Coure
on January 19, 1993 The Consent Decree is anticipated to become
final following a public comment period. The Company has
recorded a babibicy of $10 mullion as its anticipated cost of the
clean-up

The Energy Act became effective in Octobes 1992 While the
Company 15 unable 1o predict the wumare impact of this legisia-
t1an on its operacions, the Company expects that, over time, non-
uttlity generation resources will be developed which will result m
greater competition for power sales. See Note 1 - Regulation.

In addinior. to the matters reported herein, the Company is
invalved o litiganion and envitonmental maceers dealing with the
nimerous aspects of i1ts business operanons. The Company believes
that such Itigation and the mutters discussed above wall not have
a matenal efiect on s financial positon or results of operations,

See Note 2 for o discussion of contingencies related o Ferom 2
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Employes’ Retirement Plan and
Other Postretirement Benefits

EMPLOYES RETIREMENT PLAN - The Company has a
trusteed and non-contributory defined benefit retirement plan
(“Plan”) covering all eligible emploves who have completed six
maonths of service. The Plan provides retiremem benefits based on
the employe's years of benefit service, average final compensation
and age ar retirement. The Company’s policy s to fund pension
cost calculated under the projected unit credit actuarial cost
method, provided that this amount is ar least equal to the mini-
mum funding requirement of the Emplovee Retrement Income
Secursty Act of 1974, as amended. and is not greater than the
maximum amount deductible for federal income tax purposes. The
Company was operating under the IRS full funding limitation
and, therefore, did not make a contribution to the Plan in 1990
and 1991 In 1992, contributions totabing $23.7 mullion were
made to the Plan.

Net pension cost included the following components:

L . TR 1992 1991 1990
JTbmm:d
Service cost — benefits earned
during the penod $21644 & 18058 § 17886
Interest cost oo projected
benetin obligation B30 65,487 61 950
Actual return on Plan assers (56,208) B0L22%) 0K 150)
Ner defersal and smorsization.
Deterral of ner gaim: (loss)
durning current period (25.528) 104,796 (34.249)
Amostizatson of untecopnzed
PrIOT SETVICE COST 2,75 1,164 LR
Amortizarnion of anrecpgnized
net asset resulting from
sutial application (4,47 4,507} 4 .507)
Net pension cost 10088 8§ 4773 8 1068

Assumpuions used i determining net pension Cost are as
follows:

1992 1991 1900
Discpunt rate R ()= K 5% & 5%
Increase an furure comprensetion levels S0 50 su
Expected long-term rare of terurn an
Plan assers 9.8 95 95

R —————

The following table reconciles the funded status of the Plan to
the hability recorded 1n the Company’s Conselidared Balance
Sheet:

December 31
1992 1991
(T howsandi )

Plan assets ar far value, primanly eguity

und debt securities $967.000  $950,000

Less actuanial present veloe of benefic
obliganon:
Accumulared benefit abligation, including
vested enelits of $793 436 and
$755,515, respectively 813947 773,380
Increase 10 future compensation levels 137066 120,158
Projecred benefir abligation 9511014  RO3 558
Plan asset: in excess of prajected benefic
obligation 15,987 56462
Unrecognized net asset resulting from initsal
application (42.502) (46,809
Unsecogmized net gun (12,804) (41.222)
Unrecogmzed prior service cost 35456 14880

Liability recorded as Ocher Deterred Credans

i the Consolidared Balance Sheet § (3663 $(16,689)

Assumptions used in determumng the projected benefit
obligation are as follows:

December 31

______ . 3992 1991

Discount rate B.O% RO%
Increase an futare compensation levels 50 S0

The unrecognuized net asset at date of imnial application s
being amortized over approximarely 15 4 years, which was the
average remarmng service penod of emploves at January 1, 1987

In addition to the Plan. the Company has several supplemental
non-guahified, non-contributary, anfunded retirement benefit
plans for certain management exrmloyes

OTHER POSTRETIREMENT BENEFITS - The Company
provades certain postretirement health care and life insurance
benefits for retired employes. Substantially all of the Company’s
employes will become eligible for such benefits if they reach retire-
ment age while still working for the Company. These benefits, as
weil as similar benefits for active emploves, are rmvxdrd prine-
paily through insurance companies and other organizations. The
premums are the benefits and admimstrative costs paid during
the year. The Company recogrizes the cost of providing these
benefits as the premiums are pad.
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992 191 1990
(T honsaanads )
Caost o the Company of providing
health care and Dife insurance
benetis to employes
Active emploves $ATO82 BAS.028 $38.620

2% 456
$71.428

22,695 19,066
8677235 §57.686

Renred employes
Total

in December 1990, the FASB ssued SFAS No. 106, “Employ-
ers Accounting for Postretirement Benefits Other Than Pensions.”
SFAS No. 106 establishes financial accounting and reporting
standards tor employers that offer postretirement benetits other
than pensions, Most emplovers, including the Company, have
accounted for such benefits on a pay-as-you-go (cash) basis. SFAS
No 106 requires the accrual of postretirement benefits duning the
active service periods of employes to the date they artan full elig-
bility for benefits. The Company is adopting the provisions of
SFAS No. 106 in the first quarter of 1993 as required. The transi-
tion obligation at the time of adoption is estimared to range from
$525 mullion to $538 million and 15 expected to be amortized over
20y vears. The lower estimate would require certain plan revisions.
The Company's incremental cost upon adoption of the new stan-
dard 15 estimazed to range from $55 mulbon to $58 mulbion
(depending upon the level of the transition obligation) for 1993
whuch will be deferred pending a final order in the Company's rate
case.
On December 8. 1992, the MPSC ordered that Michigan utili-
ties implement SFAS No. 106 and that reasonable and prudent
accrual basis coses of postretirement benefits be adopted for
ratemaking in general rate case filings, with external funding of
benefies required after issuance of a rate order. The Company
expects that recovery of the incremental expense resulting from the
adoption of SFAS No. 106 will be provided in its pending rate
case with no effect on net income
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Supplementary Quarterly
Financial Information (unaucited)

19892 Quarter Ended
Mar. 31 June 30 Sepr 30 Dec 31
{ Thuwsand:, excegt per shyire ampants)

Operanng Revenues SHUS K27 JROAO0Z $911,546 $BRS B6K
Operating Income (x) 250,936 219,522 245443 237255
Net Income 156,109 125774 155370 150,798
Barnings for Common Stock 148,353 118072 147771 143,353
Earmings Per Share 1.01 0 80 1.01 098
1991 Quarter Ended
_ Mar. 31 Juoe 30 Sepe 30 Dec. 31
(Thamsands. excepr pev shave amonnts)
Operating Revenaes 8864697 $BRO.SG1 §970,444 $869.H3S
Operating Income (@) 27,636 230211 261683 224568
Net Income Th) 135005 135523 163483 13593
Earnings tor Common Steck 124,749 127186 155352 127918
Earmungs Per Share 085 DR 106 087

(0 Operating income has been restared due to the reclassification of
exprnses assaciated with the sale of accounts recervable and unbilled
revenues from other operation expense to uther income and deductions.

(b} Nex income for the quarter ended December 31, 1991 wncludes $12 3
million ($0 08 per share’ resulting from the reversal of a bability for
the Michigan Single Business Tax Capitsl Acquisition Deduction
applicable to the vear ended December 31, 1990

Earmings per share amounts for each quarter are required to be
vomputed independently and, therefore, may not equal the
amount computed for the rotal year
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MANAGEMENT'S DISCUSSION & ANALYSIS OF FINANCIAL CONDITION & RESULTS OF OPERATIONS

The Detront Edison Company sno Subsidiary Companies

This discussion and analvsis should be read in conjuncrion with
the Consulidated Finaticial Statements and accompanying Nores
thereto, contaned heren.

Results of Operations

In 1992, the Company's earmings for common stock were
$557.5 mullion, or $3.79 per share, an increase of 4.2% from the
$535.2 million, or 83 64 per share camed in 1991, The earnings
increase for the vear was due to lower operating expenses, includ-
ing continung reductions in fuel and purchased power expense,
and nverest savings associated with the early redempuon and
refinancing of hagh-cost debr and the redemption of maturing
debt. The expense reductions were partially offset by lower operat-
ing revenues and lower non-operating income. The decrease 1n ap-
erating revenues for the vear resulted from lower system sales due
to unseasonably cool summer temperatures and lower interconnec-
tion sales, partially offser by previously approved rate increases.

At December 31, 1992, the book value of the Company's com-
mon stock was $21.13 per share, an increase of 9% since Decem-
ber 31, 1991. Retarn on average total common shareholders’
equity was 18.6% in 1992, 19.5% in 1991 and 19.1% n 1990.

The ratio of earnings to fixed charges for 1992 1991 and 1990
was .00, 274 and 242, respectively. The ratio of earnungs to
fixed charges and preferred and preference stock dividend requare-
ments for 1992, 1991 and 1990 was 2.79, 250 and 2.21, respec-
tively.

OPERATING REVENUES
Total operating revenues increased (decreased) due to the
following factors:

1992 1991
{ Medlooms |
Rate Changes

Fere 2 phase-cn plan § 9% § 86
Expense stabilization procedure 5 28
104 1i4

Svstem sales volume and mx (86) T3
Interconnection sales (a7 (164)
Energy transmission service - 21
Provision for refund 1o customers - i2
Oxher - net (3) |
Toral §133) § 15

Changes _
A December 1988 Michigan Public Service Commission
("MPSC") rate order, sssued 25 & result of a sectlement agreement,
provided for a Fermi 2 phase-in plan and granted §527.1 mullion
of rate increases and other rate changes for Ferm 2 ro be phased in
over the seven-year period 1988-1994. The order also provides for
a moratorium on other base rate changes for the five-year penod
1989-1995, an expense stabilization procedure (“ESP™), which
provided annual revenues of $27 million, $55 mullion and $63
miliion in 1990, 199] and 1992, respectively, for the effects of
inflation and a suspension of the Power Supply Cost Recovery
("PSCR") Clause for the four-year period 1989-1992. Revenues
callected under the ESP expired for service rendered on and after
January 1, 1993 and the PSCR Clause has been resnstated in 1993
As a result of these two wtems, 1993 operaring revenues will be
reduced by approximately $170 mulbon

Kilowatthour Sa'es
Kiowarthour sales increa... . «decreased) as follows:
S : . SO . ...
Residential (7 5% 6.2 %
Commer sl 2.3 21
Industnal 1.5 i24)
Orher* 2B 6 il
Toral System 0.9 13
M annection 4213 (53.4)
total (5 %) (111
*Includes sales for resale and unbilled sales
1992

The decreases in resdenual and commercial sales were due
primarily to cooler weather duning the second and third quarters
which resulted in reduced air conditioning and cooling-refated
loads, partially offset by growth i the number of customers.
Industrial sales increased primarily as a result of higher sales 1o
automotive and other manufactuning customers reflecting berter
economic conditions. The increased sales to other customers reflect
increased load requirements of wholesale for resale customers.

1991

Residential and commercial sales increased due primanly to
warmer weather during the second and third quarters resulting in
increased air conditioning and cooling-related loads, cooler wea-
ther in the fourth quarter resulting in increased heating-related
loads and growth in the number of customers. Industrial sales
decreased primarily as a result of lower sales to steel and automo-
tve customers, reflecting recessionary conditions and competitive
pressures on the automotive industry. The increased sales to other
customers reflect changes in unbilled sales and higher sales to
wholesale for resale customers
Interconnection Sales

Interconnection sales represent sales between utilities to meet
short- and long-term energy needs as a result of demand and/or
genenating unit avadlability
1992

Interconnection sales and revenues decreased due pnmanly
lower sales to Consumers Power Company and Ontario Hydro.

1991

Interconnection sales and revenues decreased significantly due to
lower sales to Ontano Hydro. This decrease is offset by a corre-
sponcing decrease in purchased power expense, with no effect on
fiet income
Energy Transmission Service

Energy transmission service revenues represent fees for the trans-
mussion of electnicity for other utilities over the Company s trans-
mussion hines. The demand for this service decreased m 1991 from
the higher levels expenienced in 1990.

Provision for Refund to Customers

The increase 1n 1991 was due to a 1990 provision for refund to
customers of prior years' PSCR costs due to a refund to the Com-
pany of property tuxes on the Michigan Public Power Agency’s
ownershup mterest in the Belle River Power Plant. This increase in
operating revenues was offset by a corresponding increase i pur-
chased power expense, with no effect on net income
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OPERATING EXPENSES

Fuel and Purchased Power
Fuel and purchased power expenses decreased due to the
following factors

1992 1?91
{ Maliroms)
Net system outpat $am $C104)
Average anit cost @n {44
Oither 3 (%)
Toral $i61 $0153)

Net system output and average umt costs were as follows:

1992 1991 L0
{1 bowsand: of Meyaucistingers)
Fower plant gensration

Fosal SGORY 40245 40442
Nuciear T8 6,157 7090
Purchased power 2,705 3,132 7821
Net spseem output 46732 49533 55,353
Average amt cost (§ Megawarthour! §1649 81694  $1784

The decreases in average unit cost reflect dechining fuel prices
due to greater use of jower-cost Western low-sulfur coal, lower
purchases of energy from other utilities and, for 1992, greater use
of low-cost nuclear generation. Because market conditions have
changed and the Company is able to purchase coa! ar prices lower
than some existing long-term contracts, the Company 1s buying
out fuel supply contracts whenever it i prudent and economic

Other Operation
1992

Oxher operatnion expense decreased due primanly to expenses
incurred in 1991 under an arrangement which provided for the
voluntary separation from service of certain employes, lower incen-
tive award expenses related to a shareholder value improvement
plan and lower envimnmental. fossil plant and storm expenses
These decreases were parially offser by an accrual for low-level
nuclear waste disposal and higher retrement plan expenses.

1991

Orher operation expense increased due primarly to higher
uncollectible, employe insurance, environmental, consultant and
innjunies and damages expenses. These increases were partially offset
by lower nuclear plant production expenses
Maintenance

1992

Mantenance expense decreased due primarily to lower nuclear
plant maintenance and storm expenses
1991

Maintenance expense increased due primarily o higher nuclear
plant maintenance, line clearance and storm expenses, partially off-
set by lower fossil plant matntenance expenses.

D Ay -
1992 and 1991

Depreciation and amortization expense ancreased due to in-
creases in plant 1 service
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Deferred Ferm 2 Depreciation and Amortization
1992 and 1991

Deterred Fermi 2 depreciation, @ non-cash item of income, was
recorded beginnimg with the implementation of the Fermi 2 rate
phase-in plan 10 January 1988. The annual amount deferred de-
creased each year through 1992, Beginning in 1993 and continu-
ing through 1998, these deferred amounts will be amortized 1o
operating expense as the cash recovery is realized through rev-
enues. Deferred Fermu 2 amortization, also & non-cash item of in-
come, was recorded beginning with the Company's purchase of the
Wolverine Power Supply Cooperative, Inc's ("Cooperative”) own-
ership interest in Fermi 2 in February 1990, The annual amount
deferred decreases each year through 1999
Taxes Other Than Income Taxes

1992

Taxes other than income taxes increased due primarily to higher
property taxes and an mcrease i Michigan Single Business Tax
(“MSBT") expense due to the 1991 reversal of a hability for the
Capital Acqussition Deduction apphicable to 1990, partally offset
by lower MSBT expense recorded for the current and prior years.

1991

Taxes other than income taxes decreased due pnimanly to the re-
versal of a liabilsty for the MSBT Capital Acquisition Deduction
applicable to 1990, partially offset by higher property and payroll
raxes.

Income Taxes

1992 and 1991

Income taxes increased due primarily to higher pretax income
and the reduction of deferred Fermi 2 depreciation, amortization
Deferred Fermi 2 Return
1992 and 1991

Deferred Fermi 2 return, a non-cash item of income, was re-
corded begmning with the implementation of the Fermu 2 rate
phase-in plan in Jannary 1988. The annual amount deferred de-
creased each year through 1992, Beginning in 1993 and continu-
ing through 1998, these deferred amounts will be amortized to
operating expense as the cash recovery s realized through rev-
enues
Other Income and Deductions

1992

Orher deductions decreased due primanily to premiums and
expenses incurred in 1991 for the early redemption of General and
Refunding Mortgage Bonds ("Mortgage Bonds™).

1991

Other deductions imncreased due primarily to premiums and
expenses incurred for the early redemprion of Mortgage Bonds and
& contribution to a chanitable foundation, partially offset by the
expense 1 1990 of establishing a decommussioning fund for Fermi
1, un experimental nuclear unit that has been shut down since
1972.
Accretion Income
1992 and 1991

Accretion mcome, a non-cash item of income, was recorded
begimning in January 1988 to restore to meome, over the period
1988-1998, losses recarded due to discountng ndirect disaliow-




ances of plant coses, The anpual amount of accrenion income re-
corded decreases each year chrough 1998,

Income Taxes - Disallowed Plant Costs and

Accretion Income

1992

Incame taxes increased due to unlizanion in 1991 of investrent
wax credit carrytorwards related to disallowed Fermi 2 plant costs,
which were recorded under the flow-through merhod when ut-
lized

Interest Charges
1992 and 1991

Interest expense on long-term debr decreased due to the re-
demption of matunng securities and the early sedemprion and
refinuncing of high-cost securities

1992 and 1991

Prete..«d and preference stock dividend requirements decreased
due to oprional and mandatory redemptions of outstanding shares.

The Company's liquidity has improved since the 1988 commer-
csl operation of Fermi 2, & nuclear generating unit comprising
32% of the Company's assers, as & result of scheduled rate increases
m accordance with the Company's December 1988 MPSC. rare
order and lower levels of capital expenditures.

Fermi 2

The commercial operation of Feren 2 completed the Company’s
power plant construction program. The Company has no current
plans for addinional generating plants. Ownership of an operating
nuclear penerating umit such as Ferms 2 subyects the Company 1o
significant additional risks. Nuclear plants are highly regulated by
a number of governmental agencies concerned with public health
and safery as well as the environment, and consequently, are sub-
ject to greater risks and scrutiny than conventional fossil-fueled
plants.

At December 31, 1992, Ferau 2 was msured for property dam-
dge in the amount of $2 59 billion and the Company had available
§7 4 billion in public Lability insurance. To the extent that insur-
able claims for replacement power, property damage, decontarmi-
nation, repasr and replacement and other costs ansing from a
nuclear incadent at Fermu 2 excerd the policy limuts of insurance,
or to the extent thar such insurance becomes anavailable in the
future, the Company will retan the nisk of loss. Although the
(mnpam has no reason to anticipate a serious tuclear incdent a
Fermi 2, if such an incident did happen it could have a materal
but pmsmz(y undererminable adverse impact on the Campuany s
hguidity and firancial position.

In February 1990, the Company purchased the Cooperative’s
11.198% Fermu 2 ownership snterest for $539.6 million (8513
million for plant, $23.2 milbon fur nuclear fuel and $3.4 million
for matenals and supplies and other).

Cash Generation and Cash Requirements
Comsolidated Statement of Cask Flows

The Company generares substantial cash flows from operating
activities as shown in the Consolidated Statement of Cash Flows
Net cash from operating activities, which is the Company's pri-
mary source of hquidity, was $£923 milhon i 1990, $952 million
it 1991 and $1.063 mullion an 1992, Net cash from eperating

actvities, excluding changes i curtent assets and Labilities, in-
creased due o higher net income, higher non-cash charges 1o
income (depreciation, amortization and deferred income taxes) and
iower non-cash items of income (deferred Fermi 2 depreciation and
fecurn).

Net cash used for investng actvines increased in 1992 and
1991 due 1o higher expenditures for plant and equipment.

The Company has increasingly utilized cash for financing acuwi-
ties. Optional and mandatory redemprions of high-cost long -term
debr and preterred and preference stock moreased following
completion of the Company's power plant construction program
mn 1988, In 1992, there was a substantial increase an debr refinanc-
mg. Assuming favorable economic conditions, the Company
expects that it will continue to refinance existing high-cost debt
and eguity securities.

Additional luﬁxﬂaﬁw
On January 7, 1993, the Company issued $225 million of its
1993 Series C Mm,m:c Baonds at an average interest rate of
T.9391% due January 15, 2005 and January 13, 2025, The pro-
veeds of this ssue were used m February 1995 for the carly re-
demption of the Company’s 1987 Series C, 94% , Morgage
Bonds.

On February 8. 1993, the Company 1ssued $50 million of its
1993 Senes B, 6.83% . Mortgage Bonds due December 15, 1999
at a 4 sunt of 99.625%.

O or about August 3, 1993, The Economic Development Cor-
poration of the County of St. Clair, State of Michigan (“St. Clair
EDC™) is expected 1o 1ssue $65 million of its Series 1993 AA
Bonds, 6.40% . The proceeds of this isue will be used to refund
certain outstanding collateralized tax exempt bonds, The Com-
pany will repay its obhgations to the St Clar EDC wath respect to
the Series 1993 AA Bonds pursuant 1o a loan agreement which
will be collareralized by the Company s 1993 Series AP Mortgage
Bonds, due August 1, 2024

The Company has an efiective shelf registration stasement per-
mitting the wsuance of up to 2 milbon shares of preferred stock.

A November 6, 1992 MPSC order permuts the Company to
issue approximately $3.5 hallion of securities for the purpose of
refinancing debr and preferred and/or preference stock pnor to
muturity (when economic) and at mararity, and to replace funds
used for those purposes. The Company 15 now authorized to refi-
nance substantially all of 1ts outstanding taxable debrt, as well as
preterred and preference scock, with interest or dvidend rates in
oxcess of 7. 9% Included wathin this $3.5 billion of refinancing
authority s the ability of the Company 1o replace approvamarely
$£455 mullion of corporate funds urilized for redemptions over the
twelve month period ended Seprember 30. 1992, The Company
also has MPSC authorsty 1o refinance substantially all non-tixable
debr obligations issued prior to 1990,

Cash requiremnents for scheduled long-term debr and preferred
wd preference stock redemprions are expected 1o be $545 million
tincluding $225 million for the optional redemption of the 1987
Serits C Mortgage Bonds i February 1995 and §5 mallion for the
sptional redemption of Preferred and Preference Stock in January
1993), 842 million, $43 million, $142 mullion and $200 mithon
for 1993, 1994, 1995, 1996 and 1997, respectively.

Effective Apnil 15, 1991 and 1992, the quarterly common stock
dividend was increased from $0.445 per share 1o $0.47 per share
and from $60.497 per share to $0.495 per share, respectively
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MANAGEMENT'S DISCUSSION & ANALYSIS OF FINANCIAL CONDITION &

The Devon Edison Company and Subsidiary Companies

Cash requurements for cupatal expenditunes were $413 malhon
in 1992 and are expected 10 be approsamately $2 bellion tor the
period 1993 throdgh 1997 Environmental expendatures are ex-
pected to approximate $71 million over this same peniad, includ-
g expenditures for Clan A Act compliance requirements. See
“Environniental Matters ™ In 1993, cash requirements for capital
expenditures are estimared ar $41 2 matlion,

The Company s intertal cash genetatson s expected to be sufti-
et to meet cash regquirernents for capital expenditures as well
as scheduled long-rerm debt and prdenred and preference stk
redempion requuements.

The Company increased its allowance for uncollectible accounts
from $10 madbion w §23 million durmg 1991 and 0 $32 million
durmg 1992 dae to the effecrs of economic conditions 10 the
Company s serice ares on Certam CUSTomer segments

At December 31 1992, cash and temporary cash investments
conled $2 4 milbion. The Company had total short-term credn
atrangements of $363,7 millon at December 31, 1992, under
which $29 mullion of borrowings were outstanding.

The Compaty's capital structure ratios tescluding amounes of
Jong-term debt and prefersed and preference stock due within ene
year! were as follows:

Dc~ rmim «I

1)434-‘

o "’\)l
Conimon Shircholdeny” Bquity AL D% AR AN SO
Proterred and Pretorence Stk 4% 48 48
Lastip-Term Dietit 545 568 623
1evs 1INErE

100 0%

Alrhough the Company has ne plans to tssue additional shares
of 1ts comminn stock. the Company's Restated Arvicles of Incorpo-
mton were amended in 199] 1o mcrease the number of authorized
shiares of common stock from 160,000,000 1o S00,000.000. The
authorized mceease 1 common stock provides the Company with
addinonal Hexsbaliny in financu! matters

T

An electnc public utibey must compere with other energy sup-
pliers to meet 1ts customers enerpy needs. Senous ssues faong the
entire checrnic urility sndusery include deregulation, muomcipudize-
i, cogenemation, mdependent power production and open secess
o reansmission. Taliey customers have thie oprion of sulf-genera-
ton of cogeneration and, depending on the extent of future de-
regulation, may be able 16 enter intw conrraces with other powes
suppliers. In the furure, raches than beng solely a supplicr of elec-
tncity, edeceric undmes may be required to anbundle the pricng
of their produces and services

On October 24, 1992, the Energy Policy Ace of 1992 ("Energy
Act”) became law. This new legslanion 1 expecred 1o create &
mose competitrve bulk power supply marker. To addruion, the
Enersy Act amends a number of energy or energy-refated statures

Prior to the enactment of the Energy Act, the Pablic Usiliey
Holding Company Act of 1935 ("PUHCA”) severely imaed the
depree to which non-utility enterprises could engage in the publc
urality business. The Foergy Act establishes an exemyption from
the provisions of PUHCA for non-utility generators engaged ex-
clasively in wholesale market sades, specitying that such entimes
will nor be considered electnic attlity compares ander PLUHCA.
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The Energy Act ulso goves the Federal Epergy Regulatory Com-
rodssaon ( FERCT) broad discretionary auihority to order transtmis-
sion access for wholesale power sapphers when such access 1s
deemed 1o be in the public mterest. The FERC i required o com
plete ceran rulemaking action on a number of items relating to
the Energy Act within the nest year.

The ultmate impact of this legislanen is not fully known and
the impact on the Company's aperztions cannot be cusrently quan-
ufied. However, the Company expects that, over ime, non-urility
generation resources will be developed whuch will result in greater
competition for power sales. In addition, the MPSC s currently
considering an experimental retail wheeling rate (apphicable to
approximately 90 megawatts) which could potentially allow
retail consumens access to generation sesources other than the
Company s
Meeting Energy Demands

During the past 15 years, compound amnml sales growth was
| percent and peak demand growth was 2 perceta (after adjusting
for the effects of unusual weather). System sales at demand are
expected to grow at a compound annual rate of abour 1.3 percent
per vear for the nexe 15 vears. Farure sales growth will be limited
by expected plant closings by General Motors and orher automo-
ove-related businiesses.

Sales to the non-manutacturing segment, which include cus-
tomers such as agribusiness, grocery stores, restaurants and govern-
ment, are projected o grow at the SETONEESt pace in the next 15
years, a compound annual increase of 1.7 percent per vear. This
projected imcrease indicates the Company's customer base is be-
coming more diverse and less dependent on the manutacturing
scEment.

Thie Company expects to meet its near-term demand for energy
by the meruen o service, subject 1 environmental regulacions, of
power plant units currently in sconomy reserve staos when energy
demund and consumption requirements provide economic justifi-
cation. The return 1o service of these umits is conditioned upon the
outcome of a competitive bidding process which was established
by an MPSC order ssued on July 22, 1992 The order requires the
Company to file s Request tor Proposals CRFP”) on March 1,
1995, detashing future capacity and energy requirements. Follow-
iz MPSC approval of the imitial RFP, bids will then be solicited
trom ather supply-side sources and may also inclade a bad from the
Company to provide the needed capaciey and energy. Bid evalus-
ton and selection will be performed by the Company and moni-
tored by the MPSC
Inflation

Inflation 1 a measure of the purchasing power of the dollar. For
the years 1992 and 1991, inflation incressed moderately, however,
as o result of the ESP established by the December 1988 MPSC
rate order, the Company has not expenienced & loss 10 purchusing
power when compared 1o prior penads. Revenues coliected under
the ESP expared for service rendered on and after January 1, 1993
The Company has requested rate recovery for the effecs of infla-
non 10 its tate case peading efore the MPSC. See “Regulation and
Rates”

Regulation and Rates

The Devember 1988 MPSC rate order was designed 1o permit
the Company to recover from the eftecrs of a magor construction
program and the write-oft of certan plant costs. While the arder
provided for & moratorinm on most base fate changes, it permitted







COMPARATIVE RESULTS OF OPEBRATIONS  wousss w mousanos

The Detront Edison Company end Subsidiary Companies

1992 1991 1990 1989
Operating Eleceric - System $3,472,583 $3.458.871 $3,279,248 $3.171,456
Revenues Elecrric - Interconnection 58,447 105,399 269,542 202,574
Stewm - N a0 2267 0 27491 0 3L5T3
Total Operating Revenues £3,558,143 $3,591,537 $3.576.281 $5.405.605
Operating Operation ,,
Expenses Fuel $ 704,371 § T5RA67 $ TBE335 $ 820765
Purchased power 126,101 133,498 256,400 34814
Orher operation 548.520 567,275 $23,630 485,680
Mainenance 262,803 289,670 279,528 291365 |
Depreciation and amortiation 423,407 412,253 406,330 371682 |
Deterred Fermi 2 deprecianon and amortization (14,984} (27.583) (39,208) (35,234) |
Taxes other than income 252,011 243,122 254,661 230,193
Income vaxes 302758 L 27093 215930 00 135331
Toral Operating Expenses $2.604 987 $2.647 639 $2,685,626 $2,644,596
Operatng Income § 953,156 § 943,898 $ 890,655 $ 761,009
Other Income Allowance for other funds used during construction 8 1,363 § 1459 ¥ - -
and Deductions  Deferred Fermi 2 return 13,785 47.566 78,379 107.169
Oreher income and deductions 21,179 (34,074 (24 973) (16,104)
Income taxes 7,108 12,.21% 8,303 6,548
Disallowed plant costs - - - -
Accretion inoome 45,695 47 298 48,794 50,188
Income taxes ~ disallowed plant costs and
scroanipcose _A55%6) 200 648y 20 @I @ (17.047)
Net Orher Income and Deductions £ 31196 £ 67984 102,305 § 130754
Income Before Interest (m-s' ’ § 984,352 $1,011.882 $ 992,960 $ B91.763
Interest Charges  Long-term debr § 3BKS5R0 § 437337 § 472369 § 444204
Amortization of debr discount, premium
and expense 3952 4467 4,539 4,368
Other 5,169 4233 4853 20,980
Allowance for borrowed funds used during
construction {credit) 0396 @i G260 (740 |
Net Interest Charges $ 396305 § 443845 $ 478500 $ 465812
Income (Loss) Before Cumulative Effect of Accounting Changes § SRKO47 $ S6RO3T £ 514459 $ 42595 :
Camulative Effect for Years Prior 1o 1988 ‘
of Acrounting Changes for: |
Disallowed plant costs and abandonments ‘
{net of income taxes of $111,257) - - - - N
Unbulled revenues (net of income taxes of $40.912) - - = =
Property taxes (net of income taxes of $101,306) - - - -
Net Income (Loss) £ 388047 § S6R037 $ 514459 $ 425951
Preferred and Preference Stock Dividend Requirements 30,498 32832 35,179 37,018
li:fnigg (Loss) for Common Stock $ 557,549 $ 535205 $ 479280 § ABRO33
Common Shares Outstanding - Average 146,998 485 146,945,932 146 888 809 146,816,363
Earnings (Loss) Per Share
Before cumulative effect of accounting changes £3.79 §£3.64 $£3.26 $265
Camulative effect fur years prior to 1985
of accounting changes for:
Disallowed plant costs and abandonments $§ - § 5 - $ -
Unballed revenues $§ - 3 - $ - § -
Praperty taxes s - § - $ - $ -
E~rnings (Loss) Per Share $3.79 $464 $3.26 $2.65
Dividends Declared Per Share of Common Stock S1.98 $188 $178 §1.68
Ratio of Earnungs 1o Foxed Charges (SEC Basss) 309 2.74 242 2.14
Ratio of Earnings 1o Fixed Charges and Preterred and
Preference Stock Dividend Reguirements (SEC Basis) 279 250 221 195
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) 1988 1987 1986 1985 1984 1983 1982
$3.070,724 $2,825.910 $2.832.945 §2,738,356 $2.439.K35 $2.260.021 $2.078.965
| 133,518 128473 78041 77,916 76,856 70014 122,270
| _ 34 30821 36339 49,801 SRITO 49637 0 44289
’ $3.235.690 32985204 $2947325 $2.866,073 $2,575.061 $2.579.672 $2.245.524
\
f § R46678 $ 81337 $ TAL206 § TESII0 § 700789 $ 675,409 $ 718431
280,291 176,28 269,16 274834 261,596 198,935 196,924
510,065 437,202 456,632 419,444 400,868 371,850 370,615
| 275,610 245,736 258,655 250,798 203,945 187,769 170974
| 332,551 237.325 232,240 218,502 190,420 171,940 161,430
| (44,14%) - = - - I -
| 216,615 182,652 180,263 178,245 147,219 145,077 120,689
u 89,944 159,488 126,596 124939 131,459 145,559 96912
1t $2.507,611 $2252566  $2.264779  $2.251872 $2.036,296 $1.897.519 $1.835.975
[ $ TMOTY 0§ TI263R  § GH2S46 & 614.201 § 538765 § 4K2153 8 409549
| $ L1663 $ 136452 $ 117,069 $ 113.225 $ 130350 $ 92750 $ 47995
134,264 - - - : : B
r 789 (3.43%) (16.869) (5.240) 1829 1877 (4820)
769) 663 8827 1642 (112) (SA87) 1155
t (873,372) . B : . - .
25,566 - = - - B
L 254N - - - - - -
r $ (4RO966)  § 133.6N0 $_109.027 $_109.627 §_ 132067 § 95040 8 445330
$ 238113 $ H66318 $ 791573 § 723828 § 670832 $ 577,293 § 453879
[ $ 451415 $ 417474 $ 39429 8§ 401272 $ 399448 $ 351854 § 331,469
| 4593 3,626 2721 2,502 219 2131 2,006
| 20,663 23,459 41,410 15,642 30,592 53,088 59.779
| - 3.224) (133.215) (129082)  {133,103) (1633360 (194402) (194.076)
§ 475440 § 311344 $ 514478 § %6313 § 268895 § 212671 § 199,178
$ 235330 § 534974 $ 477095 $ 837515 $ 401,957 § 364622 § 254701
I
|
(344,147) - 5 . : B
61.367 2 - . -
139,288 - . - B : .
§ GTRE26)  § S34974 $ 477,095 $ 437515 $ 401937 $ 364622 $ 254701
49.757 78.240 98 503 103,264 104,159 9R.614 73,245
§ 428583 8 476734 $ 378202 $ 334.25) $ 297778 $ 266,008 $ 181456
146761458 146729202 146643377 143083133 133230827 120274269 103385915
$1.95) $3.25 $258 233 $2.20 $221 §1.75
$(2.34) § - $ - § - 5 - $ - § -
$042 $ - $ - $ - s - $ - s -
3095 $ - $ - $ - 5 - $ - $ -
$292) $3.23 $2 55 $2.33 2.20 $2.21 $1.75
§ 168 §1.68 $1.68 $1.68 $1.08 $1.68 $1.68
0.0 254 2.29 2.28 219 222 1.89
0.04 209 181 LTS 167 167 1.49
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STATISTICAL REVIEW
The Detron Edson Company and Subsidiary Companies

1992 1991 1990 1989
Operanng Reswdential £ Lous 027 $ 1154440 § 1.0645,08] £ 103677
Revenues Conmercial 95615 15076 867 517 K2R 106
1 T hoscsand' ; Industnal 1,261 K85 1.219616 1,201,254 1,171,589
Orher R o 2Maamy  19Te06 0 193087 00 189859 |
Tonal Syseem £ 3,499,096 § AARGISE § 4306739 § 3.205.05]
Interconnection 5. 2T 58,447 175,399 269542 202574
Total $ 3,558,143 § 3391547 $ 1576,281 $ 5.905.605
Sales Resideneial 11,309 12,222 11515 11,524
{ Melfoms wf #W ks Corenertnl KOO8 NET3 RGNS R552
induserial 18.543 18.262 i8.707 18,762
Oxher - 2_._]"___7 - _lee2 1,596 1846
Tord Svstem 4697 41,049 10,504 684
bgeroneection o 3204 8534 11887 9,301
Total 43,901 46,584 52391 30985
Flectre Customers Residentl 1,777.914 1770859 1,757 R78 1738404
[ Year End) Commercial 167009 166,518 164919 162,255 ‘
Industrual 2794 2. 755 2759 2571 ‘
Other ! B 1,992 168 1.939 1,933 o
Total 1.949.799 194) 896 1927473 1 905,354
Average Annual Use Per Residential Costomer (04 6,375 6,929 6,583 6,668
Average Annual Bill Per Ressdential Customer SGIR 93 $654 54 $597 .51 #5986 50
Average Revenue  Residential 9.71¢ V45¢ O 0% B S0y
Per kWh Commercial 10.68 10.31 508 9.68 ]
Insdussrraal 681 G168 6.42 6.24 ‘
Capitalization Long-Term Deln § 3973485 § 4208264 § 4,925,999 § 4561005
(Thawsand: } Pretermed Prederence Stock 333,994 354,247 376,183 99188 ‘
Commaon Sharcholders Bguity L BJI3eET 0 2MATST2 2.5BRAND 2370060 |
Toral $ 7421560 § 419075 § TBBEAH5Y § T.330.253
Capitalization Losnie-Term Dedst §3.5 68 624 622
(Pevvent Prederred Preference Stack 4.5 18 48 5.5
Common Sharcholders Equty A0 WA 328 323
Toswal 100.0 I 1000 10043
Common Stk Earnings ] oss) Per Share $3.79 £3.064 $3.26 §£2.65
Duea Dimadend Puid Per Share $1.955 £1.855 $1.755 $1 68
Payout 32% S Sa% 6H3%
Shares Outstandng - Average 146,998 485 146,945 932 130 585 800 146,816,363
Rerurn on Average Common Bty 1K.565% 19555 19.01% 16.75%
Book Value Per Share $21.13 1932 $1756 $1607
Marker Price: High $35% $35% §300 2504
Lirm 30 §274 £23 £17%
Miscellaneous Average Ioverest Rare on Long-Term Dedn B A% 9.2% 9 5%
Financial Data Aversgee Dividend Rate on, Preferred
Pretersence Srock 8.5% RO 8§ R
Longe-Term Debst and Redeemable Preferred
Preterence Stock T housand S 4.525.504 § 4900020 £ 5 500962 § S.028.961
Tota! Assees 1 bowsands) $16.345.853 10463624 810,573,528 $ 0940599
Ceruws Unabivy Plant (T bogsencds ) $12,402,581 $11.997 862 111,749,342 $11.024,568
Nex Vleidiey Plant ( Thousands $ B617.738 § B55K.227 $ B629923 $ R256553
Capuad Expendivares ¢ Thueand. | & 4158%7 § 233 § 230,200 $§ 242973
Miscellaneous Svsrem Capability at Year End. MW 10,410 10,267 10,130 1081
Operating Daca Syarem Capabulicy a1t Toone of Peak- MW 10,262 10121 9.95% 9942
Svsremn Peak Demand - MW 8.704 R, UK 9082 R,704
Reserve Murgan at Tome of Peak 17.9% 127% 10 2% 14.2%
Svseeny Lioad Facoor 56.9% 55 9% 54 9% 57 30
b Ivar Rove-Bro per k'Wh 9990 29K 9.4940 9540
Fuel Cost-¢ Por Mulhion Beu 150 5¢ 153.3¢ 155 K¢ 169 2¢
Number of Emploves at Year Fad 9183 9 3%7 9.6649 10.254

44 Tow Dervonr Edhooans 1952 Atvtinu) Kegiiee



IR TOR” 1OR6 JOIRS 1984 1985 1oR2
£ OR4GNU § 905208 8 KRO.205 $ E27.210 § 758124 § 741,399 § 676,570
0,040 TN2TS 693,071 651,559 STO0ORD $13.2092 473.4UK
1,139,778 1 056,906 1,063,551 1.034,574 919,490 RIK.O6 ) 754,238
217 663 195,342 232.4%7 275014 250,509 236,307 219,148
$ 3002172 $§ 2856731 § 2869284 $ 27RR157 $2.498.205 230,658 $2.123.254
1353518 128473 TRO41 7786 : T6HE56 TO004 122,270
$ 3,23569% $ 2985 204 $ 2947 32% § 28066074 - 32575061 $23579672 3,245;524
11,723 11,154 10,492 10077 10,150 H.256 9940
R,A10 T BT 7501 7,130 6,550 6,479 6,252
19,080 18,275 17.240 16,613 16,324 15,162 153,751
2,051 2,260 2807 2875 2,563 2402 2,052
41,134 39,492 AR 40 36,695 35,887 34,299 31,99%
6671 665 3282 2870 2,747 3,406 4078
47 B15 46,157 41,292 39,565 38684 37,708 36,073
1,718 835 169 326 1,664,226 1.642.981 1.629.668 1621472 1619569
158 850 155,216 PR OKT 1,942 142,395 140,403 139,376
2592 2507 2,584 2314 2246 2353 2,239
1926 1.928 1,905 1.892 1.894 1886 1.83%
1.8K.2,205 1 BS6977 1817502 1,792,129 1,776,203 1,.765.714 1,762 819
HRBOG 0635 6,330 6,165 6,253 6,332 6,133
$5°6.70 $539.44 $532°4 §506.06 $467 .03 $457.74 $41..3%
.40¢ K 1i¢ R.449¢ B21¢ T.4%¢ T.23¢ G 80¢
91% 89 924 914 8.32 T892 7.57
5.97 S0 617 6.23 5.63 5 40 5.49
§ 4.258556 § 4693687 § 2636569 $ 3770865 $3.845 272 $3542.438 $£3,218.649
16,212 521 894 Ta2.27 B79.497 Ho4 168 D07 505 RO2 423
2226949 2 919,985 2716,403 2,588,025 2379998 2,195,361 1,872,181
$ GRRIAYT $ 8.135566 $ 7115245 $ T2BARS $7.119.458 $6,645 304 $5.893.253
616 5§17 51.4 s21 540 &35 546
6.0 64 104 12.1 12.6 137 136
324 389 382 358 334 3.0 s
1000 00,0 10600 1000 1000 100 1900
292 83125 $235K $:.33 $2.20 2.1 £1.7%
S 168 $1.68 §1.68 $1.68 $1.68 $1.68 $1.68

—% o 6% T2% TE% T6% 6%
146,76] 458 146,729,292 136,643,377 143,187,153 135, 256827 120,274,269 103,585 91%

(I5.91)% TG0 14 00 13.31% 1287% 13.08% 10.14%
£15.10 $197% $1% 44 $17.47 $160 $1663 $16.60

§1 519 $195 $1754 $164 sl $1350
$12 $12%; B1%% $14 11 $i5 $1

96% 9 5% G2% 9 9% Q9% 9 5% 9.5%

K9% 0.7 1 .S5% 1165 1 1L6% 11 6% 11.3%
5 5. 148498 § S 232062 $ 4774405 § 4.731,589 $4.460 38) $4.1595.529 $5.792.082
£10.060, 294 $11.1358 215 $10,577,125 £ V863,700 80276614 $R4T7218 £7.645 850
$10.766.755 $11 893418 £11.062449 $10,966,039 $9.752.346 $XKBI5.770 $%.252570
§ 8304 649 § UOR2IRTS $ 9034716 £ R.612.890 88076, 168 £7320570 $ER2L058
$ 2252 £  T09.084 $ 645196 §  Tlo699 § 938004 $1.014568 $1.135.04%
10,004 9,164 2070 2,296 B 80K 8162 2,762
10,05 6,020 9,199 9,367 9.271 TR0 8,569
G153 BA2T 8,050 TAT2 7350 7063 6,394

YR = 0% 14.3% Mr6% 26.015% 10.6% 34.0%

5% 2% $T.A% 87 .91 63 A% G0 2% G0 2% 51.7%
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MiISCELLANEOUS CORPORATE DATA

The Detron Edison Company
MARKET FOR THE COMPANY'S ANNUAL MEETING OF SHAREHOLDERS
COMMON FQUITY AND The 1995 Annual Meetng of Sharehoiders will be held at 10
mAm mm mm am. Dermoit aumie M(‘K’ﬂy, A‘rﬂ 26, as announced d‘-ms

- The Company’s Comman Stock 1 listed on the New York statement. Shareholders wall be asked to11) elect members of

E Stock Exchange, which s the principal market for such stock, the Baard of Directors, and (2) rarify the appointment of Price

and the Midwest Stock Exchange. The following table indicares Waterhous as independent acoouncants
the reported high and low sales prices of the Company's

f
I Common Stock on the composite tape of the New York Stack At the April 27, 1992 Annuai Meeting of Sharcholders, three
! Exchange and dividends paid per share for each quarterly periad | directors, all of whom were incumbents, were elecred, and the
i during the past two years: l appointment of independent accountants was ratified.
B Dividends CORPORATE ADDRESS
i _ Price Range Pud The Detrort Edison Company
| Calendar Quarter High Low Per Share 2000 Second Avenue, Detroit, Michigan 48226
| 1901 First 0% 75 30,345 1 Telephone: (313) 237-8000
Second 3004 28 047 .
Third 34 284 047 1 INDEPENDENT ACCOUNTANTS
Fourth 35% 314 0.47 ! Price Watethouse
1992 - 3544 304 047 200 Renaissance Center, Dietroir, Michigan 48243
Second 34 304 0.49
il SR s FORM 10-K
Foih “ 31 0 “% Caopies of Form 10-K, Secunities and Exchange

Commussion Annual Report, are avatlabie.
At December 31, 1992, 147,016,691 shares of the Company s Requests should be directed tor
Common Stock were outstanding. These shares were beld by a Susan M. Beale

total of 161,146 shareholders, Corporate Secretary
The amount of furare davadends wall d(‘pl‘ﬂd upan the The Detront Edison anjmy
- Company's earmings. financial condition and other factors. 2000 Second Avenue, Detrot, Michigan 48226
|
- DISTRIBUTION OF OWNERSHIP OF
( ‘ e TRANSFER AGENTS
| m B?lSON COMMON STOCK The Detroit Edison Compansy
| (Deemder 31, 1992, 2000 Second Avenue, Detrost, Michigan 48226
Type of Owner: | Susan M. Ble: . Vistesss ¥. Ly
Ty I—— L — R@d 3. (fd(msiu Janet A, Scullen
Indmiduals 0RO 19.395.142 Kk 8- Soxiivey Fock L. Somx
Joint Accours 7573 24821784 | Sophie ). Koziatek Gloria A. Williams
Trust Accouns 0069 578242 |
Nominioes RO BAOK] 350 i Sharcholder Services: (80 551-5009
| Instzunons and Foundations i 99526 \
ﬂ Brokers and Secunty Dealers 17 14,083 REGISTRAR OF STOCK
 Othens 906 12826584 | The Detroit Edison Company
‘ Total 161,146 147 01669] t 2000 Second Avenue, Detroit, Michigan 48226
: (Preferred, Preference and Commaon Stoack)
- Stare and Country: I
| Lo St COMMON STOCK
| Michigan 6573 | 319599 - Listed on the New Yo Stock Exchange and the Midwest
| Flunda 12,291 1951825 Soock Eachianne
California 9412 2078 465 i g
| New York 7792 #siolera | Symbal -DIE
lilinos 29 298K 198 i
Ohio 55001 1538872 |
44 Other States #1,742 12367 297 i
Foreign Countries TO8 190,759 ‘
Total 1,146 147.006,691 |

46 The Deroost Bdison 1942 Annal Ropaore J




Members of the Detroit Edison Beard of Directors are, seated from left. John £ Lob&alau‘unmn) Terence £ Adderiey. Wendell W
Anderson, Jr. Wiltham Wegner, Lillian Bauder and David Bing. Standing are, from left Patrucia S Longe, Dean £ Richardson, Larry G
Garberding, Walter J. McCarthy, Ji, Alan E. Schwartz, Theodore S. Leipprandt and Eugene A Miller
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