6200 Oak Tree Boulevars Mol Agdress Murray R. Edeiman
ingependence OH PO Box 8466 Expcutive Vice Presigent
2164473100 Clevelang OH 44101-466) Power Generation

April 21, 1993
PY-CEI/NRR-1628L (Perry)
Serial Number 2124 (Davis-Besse)

U. §. Nuclear Regulatory Commission
Document Countrol Desk
Washington, D.C. 20555

Subject: Annual Financial Reports and Certified Financial Statements for the
Perry Nuclear Power Plant (Docket Number 50-440) and the Davis-Besse
Nuclear Pover Station (Docket Number 50-346).

Gentlemen:

Centerior Energy is the parent company for The Cleveland Electric Illuminating
Company and The Tuledo Edison Company, operators of the Perry Nuclear Power
Plant and Davis-Besse Nuclear Poser Station, respectively. In accordance with
10CFR50.71(b), Centerior Energy hereby submits the annual financial reports,
including the certified financial statements for the two licensees. Also
enciosed is Form 10-K, the Annual Report to the United States Securities and
Excharge Commission, for the fiscal year ending December 31, 1992.

1f you have any questions, please contact Mr. Terrence Moran, Manager - Investor
Relations, at (216) 447-2882.

Sincerely,

Vi 1 G

MRE:mrb
Enclosures

cc: A. B. Davis, Regional Administrator, NRC Regiou II]
J. B. Hopkins, NRC Senior Project Manager (Davis-Besse)
D. Koslotf, NRC Senior Resident laspector (Perry)
S. Stasek, NRC Senior Resident Inspector (Davis-Besse)
R. J. Stransky, NRC Senior Project Manager (Perry)
Utility Radi _logical Safety Board of Ohio

Operaling Companies
Clevelonag Eiectnc lpminating

Toledo Edison g?uo‘ zz&ggva‘. 050005“
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Tern
Davis-Besse
Detroit Edison

District of Columbia
Circuit Appeals Court

DOE
Duguesne
ECAR

Energy Act

Federal Power Act

FERC

General Electric

GPu

Holding Company Act

Ludington Plant

Mansfield Plant

Note or Notes

NFPDES

Davis-Besse Nuclear Power Station.
Detroit Edison Company. an electric utility.

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

United States Department of Energy.

Duquesne Light Company, an electric utility
subsidiary of DOE., Inc. and a member of the
CAPCO Group.

East Central Area Reliability Coordination
Group.

Energy Policy Act of 1992.

Federal Power Act, as amended, codified in
Chapter 12 of Title 16 of the United States
Code.

Federal Energy Regulatory Commission.
General Electric Company.

General Public Utilities Corporation, an
electric wtility helding company.

Public Utility Holding Company Act of 1935.

Ludington Pumped Storage Power Plant, a
pumped-storage, hydro-electric  generating
station jeintly owned by Detroit Edison and
Consumers Power.

Bruce Mansfield Generating Plant, a coal-
fired power plant, in which the Operating
Companies have leasehold interests as joint
and several lessees.

Note or Notes to the Financial Statements in
the Centerior Energy, Cleveland Electric and
Telede Edison Annual Reports for 1992 (Note
or Notes, where used, refers to all three
companies unless otherwise specified).

National Pollutant Discharge Elimination
System.




Term

NRC

Ohio Edison

Chio EFA

Chieo Power

Ohio Valley

Operating Companies
{individually, Operating

Company)
OPSB
PaPUC

Fenelec

Pennsylvenia Power

Perry Plant

Perry Unit 1 and Perry Unit 2

PUCO

Quarto

SEC

Seneca Flant

Definition

United States Nuclear Regulatory Commission.

Ohic Edison Company. an electric utility and
a member of the CAPCO CGroup.

Ohio Environmental Protection Agency.

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

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

Cleveland Electric and Toledo Edison.

Ohioc Power Siting Board.
Pennsylvania Public Utility Commission.

Pennsylvania Electric Company. an electric
utility subsidiary of GPU.

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

Perry Nuclear Power Plant.

Unit 1 and Unit 2 of the Perry Plant, in
which the Operating Companies have ownership
interests.

The Public Utilities Commission of Ohio.

Quarte Mining Company, @ subsidiary of
Consol.

United States Securities and Exchange
Commission.

Seneca Power Plant, a pumped-storage, hydre-

eleztric generating station jointly owned by
Cleveland Electric and Penelec.
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Term

Service Company
Sixth Circuit
Appeals Court

Superfund

Toledo Edison

U.s. EPA

Westinghouse

Definition

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

United States Court of Appeals for the Sixth
Circuit.

Comprehensive Environmental Response, Com-
pensation and Liability Act of 1980 and the
Superfund Amendments and Reauthorization Act
of 1986.

The Tolede Edison Company, an electric
utility subsidiary of Centerior Energy and a
member of the CAPCO Group.

United States Environmental Protection
Agency.

Westinghouse Electric Corporation.
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Item 1. Business

THE CENTERIOR SYSTEM

Centerior Energy is a public utility holding company and the parent company of
the Operating Companies and the Service Company. Centerior was incorporated
under the laws of the State of Obhio in 1985 for the purpose of enabling
Cleveland Electric and Toledo Edison to affiliate by becoming wholly owned
subsidiaries of Centerior. The affiliation of the Cperating Companies became
effective in April 1986. Nearly all of the consolidated operating revenues of
the Centerior System are derived from the sale of electric energy by Cleveland
Electric and Teledo Edison.

The Operating Companies’' combined service areas encompass approximately &,6200
square miles in northeastern and northwestern Ohio with an estimated popula-
tion of about 2,600,000, At December 31, 1992, the Centerior System had 8,376
employvees. Centerior Energy has no empleoyees.

Cleveland Electric, which was incorporated under the laws of the State of Ohio
in 1892, is 2 public utility engaged in the generation, purchase, transmis-
sion, distribution and sale of electric energy in an area of approximately
1,700 square miles in northeastern 0Ohio, including the City of Cleveland.
Cleveland Electric alsc provides electric energy at whclesale to other elec-
tric utility companies and to two municipal electric systems (directly and

through aMP-Chio) in dits service area. Cleveland Electric serves
approximately 749,000 customers and derives approximately 752 of its total
electric revenue from customers outside the City of Cleveland. Principal

industries served by Cleveland Electric include those producing steel and
other primary metals; automotive and other transportation eguipment;
chemicals; electrical and nonelectrical machinery; fabricated metal products;
&end rubber and plastic products. Nearly all of Cleveland Electric's operating
revenues are derived from the sale of electric energy. At December 31, 1992,
Cleveland Electric had 4,456 employees of which about 522 were represented by
one union having a collective bargaining agreement with Cleveland Electric.

Toledo Ediseon, which was incorporated under the Jlaws of the State of Ohic in
1901, is & public utility engaged in the generation, purchase; transmission,
distribution and sale of electric energy in an area of approximately 2,500
square miles in northwestern Ohic, including the City of Toledo. Toledo
Edison also provides electric energy at wholesale to other electric wutility
companies and to 13 municipally owned distribution systems (through AMP-Chio)
and one rural electric cooperative distribution system in its service area.
Toledo Edison serves approximately 286,000 customers and derives approximately
551 of its total electric revenue from customers outside the City of Teoledo.
Ameng the principal industries served by Toledo Edison are metal casting,
forming and f{fabricating; petroleum refining; automotive equipment and
assembly; tood processing; and glass. Nearly all of Tocledo Edison's operating
revenues are derived from the sale of electric energy. At December 31, 1992,
Toledo Edison had 2,422 employvees cof which about 5627 were represented by three
uniong having collective bargaining agreements with Toledo Edison.
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The Service Company, which was incorporated in 1986 under the laws of the
State of Chio. is also a wholly owned subsidiary of Centerior Energy. It pro-
vides management, financial, administrative, engineering, legal, governmental
and public relations and other services to Centerior Energy and the Operating
Companies. At December 31, 1992, the Service Company had 1,488 emplovees.

On March 23, 1993, Centerior announced a program to reduce the number of
employees in the Centerior System by approximately 1,200 in 1993 through a

voluntary early retirement program and a selective severance program. The
reduction will occur in the Operating Companies and the Service Company in
amounts to be determined. The programs are expected to cost about

$130,.000,000, partially offset by an estimated $80,000,000 pension plan gain
resulting from the settlement of the liabilities of employees electing a lump-
sum pension and about $30,000,000 of labor savings, all in 1993. The net
charge for these programs in 1993 is estimated to be 514,000,000 after taxes.
énnual savings in 1994 and beyond are expected to approximate $64 million
{before taxes).

CAPCO GROUP

Cleveland Electric and Toledo Edison are members of the CAPCO Group, 8 power
poel created in 1967 with Duquesne, Ohio Edison and Pennsylvania Power. This
prol affords greater reliability and lower cost of providing electric service
through coordinated generating unit operations and maintenance and generating
reserve back-up among the five companies. In addition, the CAPCO Group has
completed programs to construct larger, more efficient electric generating
units and to strengthen interconnections within the pool.

The CAPCO Group companies have placed in service nine major generating units,
of which the Operating Companies have ownership or leasehold interests in
seven {(three nuclear and four coal-fired). Construction of ancther nuclear
generating unit (Perry Unit 2) has been suspended (see Note 3(c)). Each CAPCO
Group company owns, as a tenant-in-common, or leases a portion of certain of
these generating unirs. Each company has the right to the net capability and
associated energy of its respective ownership and leasehold portions of the
units and is, severally and not jointly, obligated for the capital and oper-
ating costs equivalent to its respective ownership and leasehold portions of
the units and the required fuel, except that the cbligations of Pennsylvania
Power are the joint and several obligations of that company and Ohie Edison
and except that the leasehold cbligations of Cleveland Electric and Toledo
Edison are joint and several. (See "Operations--Fuel Supply”.) 1In all cases
but one, the company in whose service area a generating unit is located is
responsible for the operation of that unit for all the owners, except for the
procurement of nuclear fuel for a nuclear generating unit. Each company owns
the necessary interconnecting transmission facilities within its service area.
and the cother CAPCO Group companies contribute toward fixed charges and
operating coste of those transmission facilities.

411 of the CAPCO Group companies are members of ECAR, which is comprised of Z8
electric companies located in nine contiguous states. ECAR's purpose is to
improve reliability of bulk power supply through coordination of planning and
cperation of member companies’ pgeneration and transmission facilities,




CONSTRUCTIOR ARD FINANCING PROGRAMS

Construction Progtam

The Centerior System carries on a continucus program of constructing
transmission, distribution and general facilities and modifying existing
generating facilities to meet anticipated demand for electric service, to
comply with governmental regulations and to protect the environment. The
OUperating Companies’' 1992 long-term (20-year) forecast, as filed with and
epproved by the PUCO (see "General Regulation--State Utility Commissions™),
projects long-term annual growth rates in peak demand and kilowatt-hour sales
for the Operating Companies of 1.3I and 1.71, respectively, after demand-side
management considerations. The Centerior System's integrated resource plan
for the 19¢90s (which ig included in the long-term forecast) combines demand-
side management programs with maximum utilization of existing generating
capacity to postpone the need four new generating units until early in the next
decade. Demand-side management programs, such as energy-efficient lighting
end motors, curtailable load and energy management, are expected to assist
customers in achieving greater energy efficiency. Late in 1982, Centerior
reached agreement with customer and environmental greoups on & plan to invest
§25,000,000 in demand-side programs for 1993 through 1995. This will be part
of the $$C.000,000 the Centerior System plans to invest in such programs over
the next ten years.

Operable cepacity margins over the next ten years are expected to be adequate
without adding generating capacity. According to the current long-term
integrated resource plan, and assuming construction on Perry Unit 2 is not
resumed in the interim (see Note 3ic)), the next increment of generating
capacity that the Centerior System plans to put into service will be two
136,000-kilowatt wunits in 2003, with additional small, short-lead-time
capacity in subsequent years.

The following tables show, categorized by major components, the construction
expenditures by Cleveland Electric and Toledo Edison and, by sggregating them,
for the Centerior System during 1990, 1991 and 1992 and the estimated cost of
their construction programs for 1993, 1994 and 1995, in esch case including
AFUDC and excluding nuclear fuel:

Actual _ Estimated
1990 1991 1962 1892 39’6 199
Cleveland Electric (Millions of Dollars)
Perry Unit 2% 5§ ¢ $ 0 $§ 3 $ 0 $§ 0 $ ¢
Transmission, Distribution
and General Facilities a8z 77 72 o5 107 105
Eenovation and Modification of
Generating Units
Perry Unit 1 8 5 15 14 9 ¢
Eeaver Valley Unit 2%+ (3) 4 5 & 3 5
Davis-Fesse &0 16 3 16 12 11
Nonnuclear Units 37 LB 56 70 72 73
Clean Air Act Amendments
Compliance _8 2 1 510 _8
Total SaB¢  SASR  SARE 521  sass  saM

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

1880 1991 1992 1993 1994 1985

(Millione of Dollars)

Cleveland Electric § 38 $ 32 § 30 $ 25 $ 30 s 25
Toledo Edison $ 24 £ 27 § 22 $ 20 § 26 £ 19
Centerior System § 62 § 59 $ 52 S 45 § 56 § &4

Financing Program

Reference is made to Centerior Energy's, Cleveland Electric's and Toledo
Edison's Management's Financial Analysis contained under Item 7 of this Report
and to Notes 10 and 11 feor discussions of the Centerior System's financing
actavity im 19%2: debt and preferred stock redemption regquirements during the
1983-1985 period; expected external financing needs during such period;
restrictions on the issuance of additional debt securities and preferred
stock: short-term and long-term financing capability: and securities ratings
for the Operating Companies.

In Februasry 1993, Cleveland Electric issuved $30,000,000 of first mortgege
honds as collateral security for the sale by a public authority of an equal
principal amount of tax-exempt bonds with an annual interest ratzs of 6.851 and
due in 2023. The proceeds from the sale of the public authority's bonds will
be used to refund $30,000,000 of tax-exempt bonds issued in 198BB. Also in
February 1993, Cleveland Electric sold $150,000,000 of 30-year, 921 first
mortgage bonds, the proteeds of which were used to repay §142,500,000 of
secured medium-term notes and first mortgage bonds that matured in February
and March 1993 and for general corporate purposes. In March 1923, the company
issued $35,000,000 agpregate principal amount of medium-term notes secured by
first mortgage bonds. The notes have a weighted average interest rate of
7.56%7 and mature in 2001 and 2003. Cleveland Electric's financing plans for
the remainder of 1993 include extending a §40,000,000 bank loan that matures
in May 1693 and issuing up to $100,000,000 of preferred stock and up to
£150,000,000 of fi:-st mortgage bonds. The proceeds from the planned issuances
of the preferred stock and bonds will be used to retire about $28,000,000 of
preferred stock under mandatory redemption provisions and about $129,000,000
of maturing debt, and the remaining proceeds will be added to the general
funds of Cleveland Electric and wused to finance Cleveland [Elect.ic's
construction program, including the repayment of shert-term debt, if any,
incurred in comnection therewith and for general corporate purposes.

In February 1993, Toledo Edison issued $20,200,000 of first mortgage bonds as
collateral security for the sale by & public authority of an egqual principal
amount of tax-exempt bonds with an annual interest rate of 6-7/82 and due in
2023. The proceeds from the sale of the public authority’s bonds will be used
to refund $20,200,000 of tax-exempt bonds issued in 1988. In March 1993,
Toledo Edison issued 693,000,000 aggregate principal amount of medium-term
noteg secured by first mortgage bonds. The notes have & weighted average
interest rate cof 7.69% and mature in 2000 and 2003.

Centerior expects to rajse about $60,000,000 in 1993 from tle sale of
authorized but unissued common stock under certain of its employee and share
pwner stock purchase plans.
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GENERAL REGULATION

Holding Company Regulation

Centerirr Energy is currently exempt from regulation under the Holding Company
Act.

In October 1992, the Energy Act was signed intc law. Among cother provisions,
the Energy Act amended the Holding Company Act and the Federal Power Act. The
Energy Act also adopted nuclear power licensing and related regulations,
energy efficiency standards and incentives for the wuse of alternative
transportation fuels.

Amendments to the Holding Company Act create a new class of independent power
producers known as "Exempt Wholesale Generators”™, which are exempt from the
Holding Company Act corporate structure regulations and operate without SEC
approval or regulation. Exempt Wholesale GCenerators may be owned by holding
companies, electric utility companies or any other person. The existence of
Exempt Wholesale Cenerators is expected to cause increased competition in the
wholesale market for electricity.

State Utility Commissions

The Operating Companies are subject to the jurisdiction of the PUCO with re-
spect to rates, service, accounting. issuance of securities and other matters.
Under Ohic law, municipalities may regulate rates, subject to appeal to the
PUCO if not acceptable to the utility. See "Electric Rates” for a description
of certain aspects of Ohio rate-making law. The Operating Companies are also
subject to the jurisdiction of the PaPUC in certain respects relating to their
ownership interests in generating facilities located in Pennsylvania.

The PUCO is composed of five commissioners appointed by the Governor of Ohio
from nominees recommended by 2 Public Utility Commission Nominating Council.
Nominees must have at least three years' experience in one of several disci-
plines. Not more than three commissioners may belong to the same political
party.

Under Ohio law, a public utility must file amnually with the PUCO a long-term
forecast of customer loads, facilities needed to serve those loads and
prospective sites for those facilities. This forecast must include the
following:

{1) Demand Forecast--the utility's 20-year forecast of sales and pesk demand,
beforc and after the effects of domand-side management programs.

{2) Integrated Rescurce Plan {(required biennially)--the utility's projected
mix of resource options to meet the projected demand.

{3) Short-Term Implementation Plan and Status Report (reguired biennially)--
the utility's discussion o! how it plans to implement its integrated
resource plan over the next four years. Estimates of annual expenditures
and security issuances associated with the integrated resource plan over
the four-vear pericd must also be provided.
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An amendment to the Federal Power Act under the Energy Act permits the FERC to
order a utility to transmit power over its lines for another supplier in a
wholesale transaction. The amendment is not expected to have a material
effect on the Operating Companies because the Davis.Besse and Perry Plant
licenses already require the Operating Companies to wheel power to municipal
ele tric systems within their respective service territories.

Nuclear Regulatory Commission

The nuclear generating units in which the Operating Companies have an interest
are subject to regulation by the NRC The NRC's jurisdiction encompasses
broad supervisory and regulatory powers over the construction and operation of
nuclear reactors, including matters of health and safety, antitrust considera-
ticns and environmental impacts.

Owners of nuclear units are reguired to purchase the full amount of nuclear
liability insurance available. See Note 4(b) for 2 description of nuclear in-
SUTance COVErsges.

The nuclear-related provisions of the Energy Act generally encourage further
development of the nuclear power industry through a variety of measures,
including the consolidation of the construction and operating license steps
into one proceeding and limiting the amount required to be deposited in
decommissioning funds. The Energy Act also lowered the Federal income tax
rate on funds held in a decommissioning trust and liberalized permitted
investments. The impact of these provisions on the Operating Companies is not
expected to be material.

Other Regulation

The Operating Companies are subject to regulation by Federal, state and local
suthorities with regard to the location, comstruction and operation of certain
facilitjes. The Operating Companies are also subject to regulation by local
authorities with respect to certain zoning and planning matters.

REGULATION

General

The Operating Companies 2re subject to regulation with respect to air quality,
water quality snd waste disposal mstters. Federal environmental legislation
affecting the operations and properties of the Operating Companies includes
the Clean Air Act, the Clean Air Act Amendments, the Clean Water Act,
Superfund, and the Resource Conservation and Recovery Act. The reguirements
of these statutes and related state and local laws are continually changing
due to the promulgation of new or revised laws and regulations and the results
of judicial and agency proceedings. Compliance with such laws and regulations
may require the Operating Companies to modify. supplement, abandon or replace
facilities and may delay or impede construction and operation of facilities,
all at costs which could be substantial. The Operating Companies expect that
the impact of such costs would eventually be reflected in their respective
rate schedules. Cleveland Electric and Toledo Edison plan to spend, during
the period 1993-1995, §108,000,000 and $6.000,000, respectively, for pollution
control facilities, including Clean Air Act Amendments compliance costs.
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its review of the application of the air quality model. The U.S. EPA, along
with Centerior, demonstrated the validity of the model used to establish the
sulfur dioxide emission limitations for those plants. In January 1990, the
0.S. EPA proposed to reinstate the overturned emission limitations; however,
final action has not been taken by the U.5. EPA,

Congress is considering legislation to reduce emissions of gases such as those
resulting from the burning of coal that are thought te cause global warming.
1f such legislstion is sdopted, the cost of operating coal-fired plants could
increase significantly and coal-fired generating capacity could decrease
significantly.

Water Quality Control

The Clean Water Act requires that power plants obtain permits that contain
certain effluent limitations (that is, limits on discharges of pollutants into
bodies of water). It also provides that permits for new power plants contain
even more stringent effluent limitations, including zero discharges where
practicable. The Clean Water Act alsc reguires that cooling water intake
strrctures for power plants incorperate the best available technology for
minimizing adverse environmental impact. The Clean Water Act requires the
states to establish water guality standards (which could result in more strin-
gent effluent limitations than those described above) and a permit system to
be approved by the U.S. EPA. Violators of effluent limitations and water
quality standards are subject to a civil penalty of up to $25,000 per day for
eacth such viclation.

The Clean Water Act permits thermal effluent limitations to be established for
a facility which are less stringent than those which otherwise would apply if
the owner can demonstrate that such less stringent limitations are sufficient
to assure the protection and propagation of sguatic and other wildlife in the
affected body of water. By 1978, the Operating Companies had submitted to the
Chio EPA4 such demonstrations for review with respect to their Ashtabula, Avon
Lake, Lzke Shore, Eastlake, Acme and Bay Shore plants. The Chio EPA has taken
no action on the submittals.

The Operating Companies have received NPDES permit renewsls from the Ohio EPA
for all of their power plants except for Toledo Edison's Acme Plant. The Ohio
EPA has issued a draft permit for the Acme Plant which has not yet been
approved. However, Acme may continue to operate under the expired permit
while the application for renewal i¢ pending. Any violation of an NPDES
permit is considered to be 2 viclation of the Clean Water Act subject te the
penalty discussed above.

In 1980, the ©Ohioc EPA issued revised water guality standards applicable to
Lake Erie and waters of the State of ©Ohio. Based upon these revised water
guality standards, the Ohioc EPA placed additional effluent limitations on the
Ashtabula and Eastlake Plants in their most recent RPDES permits. The revised
standards also may serve as the basis for more stringent effluent limitations
in future WPDES permits at other plants. Such limitations could result in the
installation of additional poliution control eguipment and increased operating
expenses. The Operating Companies are monitoring discharges at their plants
to support their position that additional effluent limitations are not
justified.
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The U.S. EPA is developing guidelines for water gquality standards under an
effort known as the "CGreat Lakes Water Quality Initiative®. These guidelines
are expected to be published in proposed form by the U.S. EPA in the second
guarter of 1983, Ohio, along with the other states abutting the Great Lakes,
would be reguired to adopt state water guality standards and procedures con-

sistent with the guidelines within two years of final publication. Prelimi-
nary reviews indicate that the cost of complying with these guidelines could
he significant. However, Centerior cannot determine what impact these

guidelines will have on its operations until final guidelines are published
and incorporated intc Ohio regulatioms.

Waste Disposal

See Note 3({d) for a discussion of the Operating Companies' potential
involvement in certain hazardous waste disposal sites, including those subject
to Superfund.

The Rescurce Conservation and Recovery Act exempts certain fossil fuel
combustion waste products, such as fly ash, from hazardous waste disposal
requirements, The Operating Companies sre unable to predict wheth : Congress
will choose to amend this exemption in the future or, if so, the costs relat-
ing to esny reguired changes in the operations of the Operating Companies.

ELECTRIC RATES

Under OChio law, rate base is the original cost less depreciation of a
utility's total plant adjusted for certain items. The law permits the PUCO,
in its discretion, to include CWIP in rate base when a construction project is
at least 75! complete, but limits the amount included to 102 of rate base ex-
cluding CWIP or, in the case of a project to construct pellution control fa-
rilities which would remove sulfur and nitrous oxides from flue gas emissioms,
201 of rate base excluding CWIP. When a project is completed, the portion of
its cost which had been included in rate bese as CWIP is excluded from rate
base until the revenue received due to the CWIP inclusion is offset by the
revenue lost due to its exclusion. During this period of time, an AFUDC-type
credit is allowed on the portion of the project cost excluded from rate base.
4lsc, the law permits inclusion of CWIP for & particular project for & peried
not longer than 4B consecutive months, plus any time needed to comply with
changed governmental regulations, standards or approvals. The PUCO is em-
powered to permit inclusion for up to another 12 months for good cause shown.
1f 2 project is canceled or not completed within the allowable period of time
after inclusion of its CWIP has started, then CWIP is exciuded from rate base
angd any revenues which resulted from such prior inclusion arve offset against
future revenues over the same period of time ac the CWIP was included.

Current Ohio law further provides that reguested rates can be collected by =&
public wtility, subject to refund. if the PUCO does not make a decision within
275 dayes afrter the rate reguest application is filed. 1If the PUCO does not
make its final decision within 545 days, revenues collected thereafter are not
subject to refurd. A notice of intenmt to £file an application for a rate in-
crease cannot be filed before the issuance of a final order in any prior pend-
ing application for a rate increase or until 275 days after the filing of the
prior application. whichever is earlier. The minimum period by which the
notice of intent to file must precede the actual filing is 30 days. The test
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year for determining rates may not end more than nine months after the date
the application for a rate incresse is filed.

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

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

Also, under Ohio law, municipalities may regulate rates charged by a wutility,
subject to appeal to the PUCO if not acceptable to the wutility. 1f
municipally fixed rates are accepted by the utility. such rates are binding on
both parties for the specified term and cannct be changed by the PUCO.

See Note € and Management's Financial Analysis contained under ltem 7 of this
Report for discussions of the rate increases and other matters relating to the
PUCO's Janusry 1989 rate orders and the Rate Stabilization Program that was
approved by the PUCO for the Operating Companies in October 1992.

OPERATIONS

Sales of Electricity

Kilowatt-hour sales by the Operating Companies follow a seasonal pattern
marked by increased customer usage in the summer for air conditioning and in
the winter for heating. Historicelly., Cleveland Electric has experienced its
heaviest demand for electric service during the summer months becsuse of a
significant air conditioning load on its system and a relatively low amount of
electric heating load in the winter. Toledo Edison, although having a
gignificant electric heating load. has experienced in recent years its
heaviest demand for electric service during the summer months because of heavy
air conditioning usage.

The Centerior System's largest customer is a steel manufacturer which has two
major steel producing facilities served by Cleveland Electric. Sales to these
facilities in 1992 accounted for 2.72 and 3.72 of the 1992 total electric
ocperating revenues of Centerior Energy and Cleveland Electric, respectively.
The loss of these facilities (and the resultant loss of another large customer
whose primary product is purchased by the two steel producing facilities)
would reduce Centerior Energy's and Cleveland Electric’s net income by about
$36,000,000 based on 1992 sales levels.

The largest customer served by Toledo Edison is a major automobile manufac-
turer. Sales to this customer in 1992 sccounted for 12 and 31 of the 1992
total electric cperating revenues cof Centerior Energy and Toledo Edison, re-
spectively. The loss of this customer would reduce Centerior Energy’'s and
Toledos Edison's net income by about $10,000,000 based on 1992 sales levels.
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Cleveland Electric

Energy Generated (Millicns of kwh):
Net Generation
Purchases
Total Energy

Electric Sales (Millions of kWh):
Residential]
Commercial
Industrial
Wholesale
Other
1 Total Electric Sales

: Customers (End of Period):
i Residentisl
Commercial
Industrisl & Other
Total Electric Customers

Operating Revenues (In Millions):
Residentiel
Commercial
Industrial
Other
Total Retail
Wholesale
Total Operating Revenues

Years Ended Decembe. I,

1982 186] 1990
20,236 20,644 20,841
1,649 2,144 964
—Bfs 20088 20803
4,725 &,940 4,716
$,467 5,493 5,234
7.988 8,017 8,551
1,988 2.442 1,607
533 563 _ 463
20,702 ZI|327 39|EZI
669,800 €67, 4095 665,000
70,943 7C, 405 68,700
B,375 g, 358 8,351
~i2l8  _Ziegee  _Jizon
$ 517 $ 547 £ 49s
531 540 494

530 S47 544

101 117 123
1,679 1,783 3.653
64 7% 35
Saalid SWCH Shasid
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Toledo

Edison

Energy Genersted (Millions of kWh):

Net Generation
Purchases
Total Energy

Electric Sales (Millions of kwh):

Eesidential
Commercial
Industrial
Wholesale
Other
Total Electric Sales

Customers (End of Pericd):
Eesidential
Commercial
Industrial & Other
Total Electric Customers

Operating Revenues (In Millions):

Residential
Commercial
Industrial
Other
Total Retail
Wholesale
Total Opersting Revenues

Years Ended December 31,

1962 1981 1990
10,949 10,851 9,754
(82) g5 202
20867  JL3is  30.sss
1,841 2,041 1,850
1,619 1,683 1,614
3,563 3,543 3,617
2,753 2,587 2,333
478 482 “96
BT TS T % 1T S T 5
255,299 254,500 253,965
25,8790 26,044 25,822
4,372 b, bbb 4,585
FIIRT FITwTYS
$215 $23¢0 $224
175 184 175
236 236 236

_61 80 I8

687 740 713
158 167 150
s34z SRl JT3]
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Nuclear Units

The Operating Companies’ pgenerating facilities include, among others, three
nuclear uynits owned or leased by the CAPCO Group--Perry Unit 1, Beaver Valley
Unit 2 and Davis-Besse. These three units are 3in commercial operation.
Cleveland Electric has responsibility for operating Perry Unit 1, Duquesne has
responsibility for opersting Beaver Valley Unit 2 and Toledo Edison has re-
sponsibility for cperating Davis-Besse. Cleveland Electric and Toledo Edison
own, respectively, 31.112 and 19.%911 of Perry Unit 1, 2&.477 and 1 652 of
Beaver Vazlley Unit 2 and 51.381 and 48.621 of Davis-Bess~. Cleveland Electric
and Toledo Edison aleso lease, as joint lessees, another 18.2671 of Beaver
Valley Unit 2 as 2 result of a September 1987 sale and leaseback transaction
(see Note 2.

Davis-Besse was placed in commercial operation in 1977, and its operating
license expires in 2017. Perry Unit 1 and Beaver Valley Unit 2 were placed in
commercial operation in 1987, and their operating licenses expire in 2026 and
2027, respectively.

The PUCO has spproved as part of its January 1989 rate orders nuclear plant
performancve standards for the Operating Companies which are based on rolling
three-year industry averages of cperating evailability for pressurized water
reactors and for boiling water reactors over the 1988-1998 period. Dperating
availability is the ratio of the number of hours a unit is available 1to
generate electricity (whether or not the unit is operated) to the number of
hours in the period, expressed 25 a percentage. The three-year operating
availability averages of the Operating Companies' nuclear units are compared
against the industry averages for the same three-vear period with a resultant
penalty or banked benefit. 1f the industry performance standards are not met,
a penalty would be incurred which would require the Operating Companies te
refund inc¢remental replacement power Costs to customers through the semiannual
fuel cost rate adiustment. However, if the performance of the Operating
Companies’ nuclear units exceeds the industry standards, a banked benefit
results which can be used tc offset disallowances of incremental replacement
power costs should future performance be below industry standards.

The relevant industry standards for the 1900-1992 period are 76.1 for
pressurized water reactore such as Davis-Besse and Beaver Valley Unit 2 and
72.02 for Dboiling water resctors such as Perry Unit 1. The 1990-1992
availability sverage was 85.32 for Davis-Besse and Beaver Valley Unit 2 and
76.32 for Perry Umit 1. At December 31, 1982, the total banked benefit for
the Operating Companies is estimated tc be between §12,000,000 and
$16,000,000.

411 three nuclear units have received favorable evaluations from the BRC in
its most recent Systematic Assessment of Licensee Performence or SALP reviews.
Bach of the functional areas evaluated is rated acrording to three performance
categories, with category 1 indiceting performance substantially exceeding
regulatory requirements and that reduced NRC attention may be appropriate;
category 2 indicating performance asbove that needed to meet regulatory
requirements and that NRC attention may be mainteined at normal levels: and
category 3 indicating performance does not significantly exceed that needed to
meet minimal regulatory reguirements and that NRC attention should be
increased above normal levels. The review periods and SALF review scores are:
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Perry Unit 1 Davis-Besse Valley Unit 2
SALP Review Period §/1/90-10/31/91 7/1/90-11/30/91 1/1/91-6/13/92
Plant Operations 2 2 1
Radiological Controls Z 2 1
Maintenance/Surveillance 2 1 2
Emergency Freparedness 1 1 1
Security and Safeguards 1 1 1
Engineering/Technical Support 2 2 2
Safety Assesesment /Quality Verif. 2 2 2

The Operating Companies ship low-level razdiosctive waste produced at their
nuclear plants to an offsite disposal facility which may not accept such
shipments after mid-1994. The Operating Companies' ability to continue
offsite disposal depends on whether the State of Ohio develops & low-level
radicactive waste disposal facility within the next several years. 1If offsite
disposal becomes unavailable, the Operating Companies have facilities to
temporarily store such waste on site at each of the nuclear plants. However,
the Operating Companies do not intend to store such waste on site until all
available off-site options have been exhausted,

See Note 3ic) for a discussion of the status of Ferry Unit 2 and see Note &
for & discussion of potential problems facing owners of nuclear generating
units.

Competitive Conditions

Genera.. The Uperating Companies <compete in their respective service areas
with suppliers of natural gas to satisfy customers’ energy needs with regard
to heating &nd sppliance usage. The Operating Companies alsoc are engaged in
competition to a lesser extent with suppliers of oil and ligquefied natural gas
for heating purposes and with suppliers of cogeneration eguipment. One
competitor provides steam for heating purposes and plans to provide chilled
water for cooling purposes in downtown Cleveland.

The Operating Companies also compete with municipally owned electric systems
within their respective service areas. As discussed below, two of the munici-
palities served by the Operating Companies, the City of Toledo and the City of
Brook Park, are investigating the economic feasibility of establishing and
opereting municipally owned electric systems. A few other communities have
recently evaluated municipslization of electric service and decided to con-
tinue service from Cleveland Electric and Toledo Edison. Officials im wstill
other communities have indicated an interest in evaluating the

manicipalization issue.

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

Cleveland Electric eand Toledo Edison also periodically compete with other
producers of electricity for sales to electric utilities which are in the
market for bulk power purchas2s. The Operating Companies have inter-
connections with other electric utilities (see "Item 2. Properties--General")
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and provide a transmission svstem for wheeling power from the Midwest to the
East.

Cleveland Eleciric. Located within Cleveland Electric's service area are two
municipaily owned eleciric systems. Cleveland Electric supplies a small
portion of theose systems® power needs at wholesale rates.

nne of those systems, CFP, is cperated by the City of Cleveland in competition
with Cleveland Electric. CPP is primarily an electric distribution system
which currently supplies electric power in approximately 351 of the City's
area (expected to increase to 70X by the end of 199€) and to approximately 252
{about 33,000) of the electric consumers in the City--eéqual to about 71 of all
customers served by Cleveland Electric. CFP's kilowatt-hour sales and
revenues are equal to about 31 of Cleveland Electric’s kilowatt-hour sales and
revenues. Much of the area served by CPP overlaps that of Cleveland Electric.
Cleveland Electric is obligated to make available up to 100,000 kilowatts of
CPP’s energy reguirements over three 138 kV interconnections, However, in
recent years, CPP has not made significant power purchases from Cleveland
Electric. 1Im 1982, Cleveland Electric directly and through AMP-Ohio provided

sbout 151 of CPP's energy reguirements. The balance of CPP's power is
purchased from other sourcsas and transmitted or “wheeled” over Cleveland
Electric’'s transmassion system. For all classes of customers, Cleveland

Electric's rates are higher than CPP's rates due largely to CPP's exemption
from taxation, its reliance on short- and medium-t:im power supply contracts
and the spot market which are lower in cost and the lower-cost financing
available to CPP.

CPP is constructing mew transmission and distribution fecilities extending
inteo eastern portions of Cleveland and plans to expand to western portions of
Cleveland, both of which now are served exclusively by Cleveland Electric.
Over the past three years, Clevelsnd Electric has experienced the net loss of
an insignificant number of customers ‘about 3,000), which were primarily
residential, to the CPP system. During 1991 and 19%2, CFP completed work
which enabled the City to convert three water pumpiny stations from Cleveland
Electric service. The annual sales effect of this conversion on Cleveland
Electric is a loss of about 100,000,000 kilowatt-hours with related lost
revenues of about §7.000,000. In 1992, about 50 large commercial and
industrial customers converted to CPP resulting in an annual loss of revenues
to Cleveland Electric of about $8,000,000. The 1991 and 1992 conversions have
reduced Cleveland Electric's annual net income by about $10,000,000 rvo date.
The expansion, a2s now planned, could take away about 35,000 more of Cleveland
Electric's customers over the next several yesre. This could eventually
reduce Cleveland Electric’'s annual revenues by an additional $§35,000,000 and
net income by about §20.000.000. Cleveland Electric has retained many large
commercial and industrial customers in Cleveland decspite CPP's expansion
efforts. Long-term contracts with many of these customers provide them with
economic incentives to remain with Cleveland Electric.

In June 1981, the City of Brook Park, located within the Cleveland Elertric
service territory, announced that it had commissioned a feasibility study
regarding the establishment of 2 municipal electric system. Ford Motor
Company operates a large engine manufacturing plant in Brook Park. Cleveland
Electric has continued separate discussions with officials of Brook Park and
Ford Motor Company in an effort to address their concerns. In 1992, Cleveland
Electric derived about 31 of its total revenués and Centerior Energy derived
sbout ZI of ite total revenues from sales to the 8,500 customers located in
Brook Park.
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Currently, two commercial customers and one industrial customer of Cleveland
Electric have cogeneration installations. A number of customers have inquired
about cogeneration applications aithough there were no new installations in
1991 or 1982, Cogeneration vendcrs continue to be active in Cleveland
Electric's service area.

| are six rural electric cooperatives, rive of which are supplied with power,
1 ransmitted in some cases over Toledo Edison's facilities, by Buckeye Power,

Inc., {an affiliate of & number of Ohioc rural electric cooperatives) and the
sixth is supplied by Toledo Edison.

|
|
] Toledo Edison. Located wholly or partly within Toledo Edison's service area
|

Also located within Toledo Ediscon's service area are 16 municipally owned
\ electric distribution systems, three of which are supplied by other electric
1 systems. Toledo Edison provides a portion of the power purchased by the other
Z 13 municipalities at wholesale rates through a contract with AMP-Ohioc that
expires in 2009. Rates wunder this agreement are permitted to increase
annually to ompenscte for increased costs of operation. Less than 21 of
| Toledo Ediscn’s tota. electric operating revenues in 1992 were derived from
sales under the AMP-Jhic contract.

In October 1989, the City of Toledo adopted an ordinance establishing an

Electric Franchise Review Committee for the purpose of studving Toledo
. Edison's franchise sagreement with the City to determine whether alternate
energy sources may be utilized. The Committee investigated the feasibility of
establishing a municipal electric system within the City of Toledo and the
feasibility of utilizing other alternative electric power sources. In May
1922, the Committee recommended that the City negotiate with Tcledo Edison
with regard to rates and other customer initiatives rather than create its own
municipal electric system. The Committee recommended that if negotiations
with Tolede Edison are unsuccessful, the Lity should create a small municipal
utility to serve approximately 201 of the City's electricity load, primarily
City facilities, such as the waste water treatment plant, and businesses with
large electricity consumption. In March 1983, the City and Toledo Edison
announced that they had reached agreement on & non-exclusive franchise. The
proposed franchise, which %s subject to the approval of voters in a general
election, would run through 2000. The franchise would terminate two years
earlier if Toledo Edison files for a rate increase with the PUCO prior to
1999. The City would retain its right to establish a municipal electric
system, If the franchise is approved by the voters, Toledo Edison will
provide $6,000,000 for demand-side management programs; energy efficiency
programs for senior citizens, low income customers and small businesses: and
economic development programs. These expenditures would be in addition to the
demand-side management expenditures currently planned by the Centerior System.
The zgreement does not call for a reduction in base electric rates.

The last commercial customer of Tolede Edison having a cogeneration wunit
ceased operation of its wunit during the first quarter of 1992. However,
cogeneration vendors continue to be s=tive in Toledo Edison's service area.

Fuel Supply

| Generation by tvpe of fuel for 1982 was 632 ccal-fired and 371 nuclear for
Cleveland Electric; 43X coal-fired and 571 nuclesr for Toledo Edison; and 56%
coal-fired and 44% nuclear for the Centerior System.
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Coal. 1In 1992, Cleveland Electritc and Tolede Edison burned 5,194,000 tons and
1,837,000 tons of coal, respectively, for electric generation. Each wutility
normally maintains a reserve supply of coal sufficient for aboutr &0 days of
normal operations., On March 1, 1993, this reserve was about 53 days for
plants operated by Cleveland Electric, 50 days for plants operated by Toledo
Edison and 81 days for the Mansfield Plant, which is operated by Penneylvania
Power.

In 1992, about 701 of Cleveland Electric's coal reguirements were nurchased
under long-term contracts, with the longest remaining term being aimost 11
years. In most cases, these contracts provide for adjusting the price of the
coal on the basis of changes in coal gquality and mining costs. The sulfur
content of the coal purchased under these contracts ranges from less than 112
teo about 42. The balance of Cleveland Electric’'s ctoal was purchased on the
spot market with sulfur content ranging from less than 11 to 3.51.

In 1992, all of Toledo Edison's coal reguirements were purchased under
long-term contracts, with the longest remaining term being almost eight years.
In most cases, these contracts provide for adjusting the price of the coal on
the basis of changes in coal quality and mining cests. The sulfur content of
the coal purchased under these contracts ranges from less than 12 to &I.

One of Cleveland Electric's long-term coal supply contracts is with Ohio
Valley. Cleveland Electric has agreed to pay Ohio Valley certain amounts to
cover Ohio Valley's costs regardless of whether coal is actually delivered.
Included in those costs are amounts sufficient to service certain long-term
debt and lease obligations incurred by Ohio Valley. 1f the coal sales
agreement is terminated for any reason, including the inability to use the
coal, Cleveland Electric must assume certain of OChio Valley's debt and lease
obligations and may incur other expenses. Cleveland Electric believes that
the cost of assuming such obligations and incurring such expenses would not
have a material adverse effect upon its financial position. The principal
amount of debt and termination values of leased property covered by Cleveland
Electric's agreement was 532,552,000 at December 31, 1992. Centerior and
Cleveland Electric expect that Ohie Valley revenues from sales of cosl to
Cleveland Electric will continue to be sufficient for Ohic Valley to meet its
debt and lease obligations. The contract with Ohio Valley expires in 1997.

The CAPCO Group companies, including the Operating Companies, have a long-term
contract with Quarto and Consol for the supply of about 751-852 of the annual
coal needs of the Mansfield Plant. The contract runs through at least the end
of 1999, and the price of coal is adjustable to reflect changes in labor,
meterials, transportation and other costs. The CAPCO Group companies have
guaranteed, severally and not jointly, the debt and lease obligations incurred
by Quarto te develop, equip and operate two of the mines which supply the
Mansfield Plant. At December 31, 1992, the total dollar amount of Quarto's
debt and lease obligations guaranteed by Cleveland Electric was $38,015,000
and by Toledo Edison was $22,249,000, Centerior, Clevelanad Electric and
Toledo Edison expect that Quarte revenues from sales of coal to the CaPCO
Group companies will continue to be sufficient for Quarto to meet its debt and
lease ¢bligations.

The Cperating Companies’ least cost plan for compliying with the Clean Air Act
Amendments, which was included in the agreement approved by the PUCO in
February 1992 in connection with the Operating Companies' 1992 long-term
forecest, calls for greater use of low-sulfur coal and less use of high-sulfur
coal. Some of the low-sulfur coal required te comply with Phase 1 of the
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Clean Air Act Amendments was contracted for in 1992. Additional supplies of

low-sulfur ¢oal will be <contracted for in 1993. The only long-term coal
contract affected by the Clean Air Act Amendments is Cleveland Electric’'s
contract with Ohio Valley. Centerior and Cleveland Electric believe that

sreps can be taken to mitigate any costs associated with the termination of
the Thie Valley contract should the contract be terminated.

Nuclear. The acquisition and wutilization of nuclear fuel invelves six dis-
tanct steps: (i) supply of uranium oxide raw material. (ii) conversion 1o
uri o lum hexaflucride, (iii) enrichment, (iv) fabricarion into fuel assemblies,
(v) vtilization as fuel in a nuclear reactor and (vi) storing or disposing of
spent fuel. The Operating Companies have inventories of raw material
sufficient to provide nuclear fuel through 1996 for the operation of +ral-
nuclear generating units and have contracts for fabrication services fu ;
of that fuel. The CAPCO Group companies have 8 30-year contract with th: TOF
which will supply all of the needed enrichment services for their nuclesr
enite’ fuel supply through 1995, Beyond 1983, the amount of enrichment
services under the DOE contract varies by CAPCO Group company, with Cleveland
Electric’'s and Toledo Edison"s enrichment services reduced to 70 in 1996-199%
and reduced to 0% in 2000-2002. The additional regquired enrichment services
are availsble. Substantial additional fuel will have to be obtained in the
future over the remaining wuseful lives of the units and if Perry Unit 2 is
completed. There is a plentiful supply of uranium oxide raw materisl to meet
the industtry’'s nuclear fuel needs.

Off-gite disposal of spent nuclear fuel is unavailable, but the CAPCO Group
companies have contracts with the DOE which provide for the future acceptance
of spent fuel for disposal by the Federal government. Pursuant to the Nuclear
Waste Policy Act of 1982, the Federal government has indicated it will begin
accepting spent fuel from wutilities by the year 2010. On-site storage
capacity at Davis-Besse, Perry Unit 1 and Beaver Valley 1Unit 2 should be
sufficient through 1996, 2007 and 2010, respectively. Any additionsl storage
capacity needed for the period until the government accepts the fuel can be
provided for either on-site or off-site by the time it is needed.

Cil. The Operating Companies each have adequate supplies of oil and fuel for
their oil-fired electric generating units which are used primarily as reserve
and peaking capacity.
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EXECUTIVE OFFICERS OF THE REGISTRANTS AND THE SERVICE COMPANY

Set forth below are the names, ages as of March 15, 1993, and business experience during the past five years
(effective dates of positions in parentheses) of the executive officers of Ceaterior Energy, the Service
Company, Cleveland Electric and Toledo Edison. Positions currently held are designated with an asterisk (*).

Business Experience

Name (Age) Centerior Energy Service Company Cleveland Electric Toledo Edison
Robert J. Farling *Chairman of the *Chairman of the Chairman of the Chairman of the
(56) Board and Chief Board and Chief Board and Chief Board aud Chief

Executive Officer Executive Executive Officer Executive Officer

(March 1992) Officer (March {February 1989) {Dctober 1988)

President 1992) President (April
(October 1988) *President (July 1986)
1988)

Murray R. Edelman *Executive Vice *Executive Vice Senior Vice President (July 1988)
(53) President President -Power President -Nuclear

(July 1988) Generat ion {April 1986)

(April 1990)
Vice President-
Nuclear (April

1986)
Edgar H. Maugans *Executive Vice +*Execut ve Vice *Vice President *Vice President and
{58) President President-Finance and Chief Chief Financial
(April 1990) & Administration Financial Officer (April 199%0)
Senior Vice (April 1990) Officer
President-Finance Senior Vice (April 1990)
(April 1988) President-
Finance ({April
1986)






,
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Name (Age)

Gary J. Greben
(33)

T e e LN
i §

Jacquita K. Hauserman
(50)

Alvin Kaplan
(54)

John 5. Levicki
(531

-’Z¢
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Business Experience

Centerior Energy

Toledo Edison

Service Company Cleveland Electric

Vice President-
Marketing (July
1987)

*Vice President-
Transmission and
Distribution
Engineering &
Services (April
1990)

Vice President-
Administration

*Vice President-
Customer Service

& Community (October 1988)
Affairs (April Director-Consumer
19920) Services Dept.

(April 1386)

Vice President-
Nuclear
(December 1987)

*Vice President-
‘jystem Engineering
& Control (April
1990)

Vice President-
Finance,

*Vice President-
Human Resources &

Strategic Administration &
Planning (April Legal (January
199¢) 1988)

Vice President- Vice President-
Public Affairs & Finance &
Rates (October Administration

1988) (April 1986)
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Name (Age)

Terrence G. Linnert
(46)

‘ David L. Monseau
(52)

-sz-

Thomas M. Quinn
{33)

Donald H. Saunders
(57)

L N T N el VSl RIS -

Business Experience

Centerior Energy Service Company

*Vice Pregident-
Legal and
General Counsel
(March 1992)

General Counsel
and Director-
Legal Services
Dept. (May 1990)

General Counsel
(July 1989)

Principal Counsel
{June 1987

*Vice President-
Transmission &
Distribution
Operations
(April 1990)

*Vice President.
Marketing (April
1990)

*Vice President
(April 1990)

Py B T v e e S SNSRI AT SRS

Cleveland Electric

Toledo Edison

Vice President-
Customer
Operations
(September 1987)

Vice President-
Marketing
{September 1987)

*President (April
1990)

Vice President-
Administration &
Governmental
Affairs (January
1990)

Vice President-
Finance &
Administration (Ju' -
1986)



.
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Name (Age)

Donald C. Shelton
(59)

Robert A. Stratman
(64)

Paul G. Busby
(44)

Gary M. Hawkinson
(4h)

E. Lyle Pepin
{51)

Business Experience

Centerior Eﬁit;x

*Centroller (April
1988)

*Treasurer
(February 1986)

*Secretary
{February 1986)

Service Company

*Vice President -
Nuclear-Davis-
Besse (April
1990)

*Vice President-
Nuclear-Perry
(December 1992)

*Controller (June
1986)

*Treasurer (April
1986)

*Secretary (April
1986}

Cleveland Blectric

General Manager-
Perry Plant
Operations Dept.
(April 1990)

Director-Perry
Plant Nuclear
Engineering
Dept. {(January
1989)

Manager-Operations
Section of Perry
Plant Operations
Dept. (January
1986)

*Controller (April
1990)

*Treasurer (April
1990)

Assistant Treasurer

(August 1987)

*Secretary (October

1988)

“Toledo Edison

Vice President-
Nuc lear (August
1986)

*Controller (April
1990)

*Treasurer (April 1990)

*Secretary (October

1988)



All of the executive officers of Centerior Energy. the Service Company,
Cleveland Electric and Tcledo Edison are elected annually for a one-year temrm
by the Board of Directors of Centerior, the Service Company, Cleveland
Electric or Toledo Edison, as the case may be.

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

Item 2. Properties

The Centerior System

The wholly owned, jointly owned and leased electric generating facilities of
the Operating Companies in commercial operation as of March 31, 19983 provide
the Centerior System with a net demonstrited capability of 6,261,000 kilowatts
during the winter. These facilities include 22 generating wunits (3,954,000
kilowatts) at seven fossil-fired steam electric generation stations; three
nuclear generating units (1,856,000 kilowatts); a 312,000 kilowatt share of
the Seneca Plant; seven combustion turbine generating wunits {135,000
kilowatts) and one diesel generator (4,000 kilowatts). Operations at two
fossil-fired generating units (320,000 kilowatts) will cease in the Fall of
1992 and the units will be preserved for future use. All of the Centerior
System's generating facilities are located in Ohic and Pennsylvania.

The Centerior System’s net 60-minute peak load of its service area for 1992
was 5,091,000 kilowatts aud occurred on August 10. At the time of the 1892
peak load., the operable capacity available to serve the load was 6,430,000
kilowatts. The Centerior System’s 1993 service area peak load is forecasted
to be 5,120.000 kilowatts, after demand-side management considerations. The
operable cepacity expected to be available to serve the Centerior System's
1993 peak is 6,187,000 kilowatts. Over the 1993-1995 period, Centerior Energy
forecasts its operable capacity margins at the time of the projected Centerior
System peak loads to range from 141 to 172,

Each Operating Company owas the electric transmission and distribution facili-
ties located in its respective service area. Cleveland Electric and Toledo
Edison are interconnected by 345 kV transmission facilities, some portions of
which are owned and used by Ohio Edison. The Operating Companies have & long-
term contract with the CAPCO Group companies, including Chio Edison, relating
to the use of these facilities. These interconnection facilities provide for
the interchange of power between the two Operating Companies. The Centerior
System is interconnected with Ohioc Edison, Ohio Power, Penelec and Detroit
Edison.

Effective May 1, 1991, the FERC sapproved an agreement between Cleveland
Electric and GPU under which Cleveland Electric sells the power from its
312,000-kilowatt share of the Seneca Plant to two subsidiaries of GPU through
1993, For the same time period, Toledc Edison has entered into separate
agreements with Consumers Power and Detroit Edison under which Toledo Edison
purchases 312,000 kilowatts from their Ludington Plant. Toledo Edison ‘then
sells to Cleveland Electric power equivalent to the amount that Toledo Edison
purchases from the Ludington Plant. The net result of the power purchase and
sale agreements is eccnomically beneficial for Cleveland Electric and
economically neutral for Toledo Edison.
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Cleveland Electric

The wholly owned, jointly owned and leased electric generating facilities of
Cleveland Electric in commercial operation as of March 31, 1993 provide a net
demonstrated capability of 4,354,000 kilowatts during the winter. These
facilities include 17 generating units (2,954,000 kilowatts) at five fossil-
fired steam electric generation stations: its share of three nuclear generat-
ing units (1,026,000 kilowatts): 2 312,000 kilowatt share of the Seneca Plant;
two combustion turbine generating units (58,000 kilowatts) and one diesel gen-
erator (4,000 kilowatts). Operations at one fossil-fired generating unit
(245,000 kilowatts) will cease in the Fall of 1993 and the unit will be
preserved for future use. All of Cleveland Electric's generating facilities
are located in Chio and Pennsylvania.

Th¢ net $0-minute peak load cof Cleveland Electric's service area for 1992 was
3.605,000 kilowatts and occurred on August 10. The operable capacity at the
time cof the 1992 peak was 4,703,000 kilowatts. Cleveland Electric's 1993
service area peak load is forecasted to be 3,690,000 kilowatts, after demand-
side management considerations. The operable capacity, which includes firm
purchases, expected to be available to serve Cleveland Electric’'s 1993 peak is
4,461,000 kilowatts. Over the 19893-1995 period, Cleveland Electric forecasts
ics operable capacity margins at the time of its projected peak loads to range
from 152 to 171.

Cleveland Electric owns the facilities located in the area it serves for
transmitting and distributing power to all its customers. Cleveland Electric
has interconnections with Ohio Edison, Ohio Power and Penelec. The intercon-
nections with Ohic Edison provide for the interchange of -electric power with
the other CAPCO Group companies and for transmission of power from the tenant-
in-common owned or leased CAPCO Group generating units as well as for the
interchange of power with Tolede Edison. The interconnection with Penelec
provides for transmission of power from Cleveland Electric's share of the
Seneca Flant. In addition, these interconnections provide the means for the
interchange of electric power with other utilities.

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

Toledo Edison

The wholly owned, jointly owned and leased electric generating facilities of
Toledo Edison in commercial operation as of March 31, 1993 provide a net
demonstrated capability of 1,907,000 kilowatts during the winter. These
facilities include seven generating wunits (1,000,000 kilowatts) at three
fossil-fired steam electric generation stations: its share of three nuclear
generating units (830,077 kilowatts) and five combustion turbine generating
units (77,000 kilowatts). Operations at one fossil-fired generating unit
{75,000 kilowatts) will cease in the Fall of 1993 and the unit will be
preserved for future use. All of Toledo Edison's generating facilities are
loceted in Ohio and Pennsvlvania.

The net 60-minute peak load of Toledo Edison's service area for 1992 was
1,514,000 kilowatts and occurred on August 10. The operable capacity at the
time of the 1992 peak was 1,727,000 kilowatts. Toledo Edison’s 1993 service
area peak lcad is forecasted to be 1,450,000 kilowatts, after demand-side
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management considerations. The operable capacity, which includes the effect
of firm sales, expected to be available to serve Toledo Edison's 1953 peak is

,726.000 kilowatts. Owver the 1293-1985 period, Toledo Edison forecasts its
operable capacity margins at the time of its projected peak loads to range
from 92 to 161.

Tolede Edison owns the facilities located in the area it serves for trans-
mitting and distributing power o all idts customers. Toledo Edison has
interconnections with Chio Edisen, Ohi¢ Power and Derrcit Edison. The in-
terconnection with Ohio Edison provides for the interchange of electric power
with the other CAPCO Group companies and for transmission of power from the
tenant-in-common owned or leased CAPCO Group generating units as well as for
the interchange of power with Cleveland Electric. 1In addition, these inter-
connections provide the means for the interchange of electric power with other
utilities.

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

TITLE TO PROPERTY

The generating plants and other principal facilities of the Operating
Companies are located on land owned in fee by them, except as follows:

{l) Cleveland Electric and Toledo Edison lease from others for a term of
about 28-1/2 years starting on October 1, 1987 undivided 6.5%, 45.91 and
44.387 tenant-in-common interests in Units 1, 2 and 3, respectively, of
the Mansfield Flant located in Shippingport, Pennsylvania. Cleveland
Electric and Toledo Edison lease from others for a term of about 29-1/2
years starting on October 1, 1987 an 18.262 undivided tenant-in-common
interest in Beaver Valley Unit 2 located in Shippingport, Pennsylvania.
Cleveland Electric and Toledo Edison own ancther 24.471 interest and
1.65% interest, respectively, in Beaver Valley Unit 2 as @ tenant-in-
common. Cleveland Electric and Toledo Edison continue to own as a
tenant-in-common the land upon which the Mansfield Plant and Beaver
Valley Unit 2 are located, but have leased to others certain portions of
that land relating to the above-mentioned generating unit leases.

(2) Most of the facilities of Cleveland Electric's Lake Shore Plant are
situated on artificially filled lend, extending beyond the natural shore-
line of Lake Erie as it existed in 1910. As of December 31, 1992, the
cost of Cleveland Electric’s facilities, other than water intake and
discharge facilities, located on such artificially filled land aggregated
approximately $8B,875.000. Title to land under the water of Lake Erie
within the territorial limits of Ohio (including artificially filled
land) is in the State of Ohic in trust for the pecple of the State for
the public uses to which it may be adapted, subject to the powers of the
United States, the public rights of navigation, water commerce and
fishery and the rights of upland owners to wharf out or fill to make use
of the water., The State is reguired by statute, after appropriate pro-
ceedings, to grant & lease to an upland owner, such as Cleveland Elec-
tric, which erected and maintained facilities on such filled land prior
to October 13, 1955. Cleveland Electric does not have such a lease from
the State with respect to the artificially filles land on which its Lake
Shore Plant facilities are located, but Cleveland Electric's pesition, on
advice of counsel for Cleveland Electric, is that its facilities and
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occupancy may not be disturbed because they do not interfere with the
free flow of commerce in navigable channels and constitute (at least in
part) and are on land filled pursuant to the exercise by it of its
property rights as owner of the land above the shoreline adjacent te the
filled land. Cleveland Electric holds permits, under Federal statutes
relating to navigation, to occupy such artificially filled land.

(3) The facilities of Cleveland Electric's Seneca Plant in Warren County.
Pennsylvania, are located on land owned by the United States and occupied
by Cleveland Electric and Penelec pursuant to a license issued by the
FERC for a 50-year period starting December 1, 1965 for the construction,
operation and maintenance of a pumped-storage hydroelectric plant.

{(4) The water intake and discharge facilities at the electric generating
plants of Cleveland Electric and Toledo Edison located aleng Lake Erie,
the Maumee River and the Ohio River are extended into the lake and rivers
under their property rights as owners of the land above the water line
and pursuant to permits under Federal statutes relating to¢ navigation.

(8) The transmission systems of the Operating Companies are located on land.
easements or rights-of-way owned by them. Their distribution systems
alsc are located, in part, on interests in land owned by them, but. for
the most part, their distributicn systems are located on lands owned by
others and on streets and highways. In most cases, permission has been
obtained from the apparent owner of the property or, if the distribotion
system is located on streets and highways, from the apparent owner of the
abutting property. Their electric wunderground transmission and distri-
bution systems are located, for the most part, in public streets. The
Pennsylvania portions of the main transmission lines from the Seneca
Plant, the Mansfield Plant and Beaver Valley Unit 2 are not owned by
Cleveland Electric or Toledo Edison.

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

The fee titles which Cleveland Electric and Toledo Edison acguire as tenant-
in-common owners, and the leasehcld interests they have as joint lessees, of
certain generating units do not include the right to require a partition or
sale for divisicn of proceeds of the units without the concurrence of all the
other ownere and their respective mortgage trustees and the trustees under
Cleveland Electric’'s and Toledo Edison's mortgages.

Item 3. Llepal Proceedings

Regulatory Proceedings and Suits Contesting Sulfur Dioxide Emission
Limitations and Related Regulations Applicable to the Operating Companies.
See "Item 1. Business--Environmental Regulation--Air Quality Control”.

Westinghouse Lawsuit. In April 1991, the CAPCO Group companies filed a
lawsuit against Westinghouse in the United States Districi Court {for the
Western District of Pennsylvania. The suit alleges that six steam generators
supplied by Westinghouse for Beaver Valley Power Statson Units 1 and 2 contain
serious defects, particularly defects causing tube corrosion and cracking.
Steam generator maintenance costs have increased due to these defects and will
likely continue to increase. The condition of the steam generztors is being
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At December 31, 1992, Centerior had earnings retained in the business of about
$652,000,000 and capital surplus of about §1,962,000,.000, both of which were
available to pay dividends. Cleveland Electric and Toledo Edison can make
cash available for the funding of Centerior's common stock dividends by paving
dividends on their own common stocks. At December 31, 1982, Cleveland
Electric had about $545,000,000 of retained earnin{'s and about §1,320,000,000
of capital surplus and Toledo Edison had about $137,000,000 of retained earn-
ings and about $602,000,000 of capital surplus available under Ohio law for
the declaration of dividends on their respective preferred and common stocks.
However, the payment of dividends out of capital surplus by the Operating
Companies may be restricted under the Federal Power Act. In addition, Toledo
Edison is prohibited from paying common stock dividends out of capital surplus
by its mortgage indenture.

CLEVELAND ELECTRIC AND TOLEDO EDISON

Dividends paid in 1992 on each of the Operating Companies' outstanding series
of preferred stock were fully taxable. The Operating Companies believe that
their preferred stock dividends will continue to be taxable in 1993. The
Operating Companies' beliefs are based on present circumstances and on
assumptions about future events and circumstances, including an assumption
that their investment in Perry Umit 2 will not be written off. The Operating
Companies have made no preojections with respect tc the taxability of preferred
stock dividends beyond 1993. If Perry Unit 2 is canceled and the Operating
Companies’ investment in that Unit is written off, it is likely that at least
a portion of the dividends paid in the year in which such write-off were to
occur would be a tax-free return of capital. See Note 3(c).

The information regarding common stock prices and number of share owners
required by this Item is not applicable to Cleveland Electric or Toledo Edison
because all of their common stock is held solely by Centerior Energy.

Item 6. Selected Financial Data

CENTERIOR ENERGY

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

CLEVELAND ELECTRIC

The information required by this Item is contained on Pages F-486 and F-47
attached hereto.

TOLEDO EDISON

The information required by this Item is contained on Pages F-68 and F-69
attached hereto.
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Item 7. Management's Discussion and Analysis of Financial Condition and

Results of Operations

CENTERIOR ENERGY

The information required by this Item is contained on Pages F-S5, F-6 and F-8
attached hereto.

CLEVELAND ELECTRIC

The informetion required by this Item is contained on Pages F-28, F-29 and
F-31 attached hereto.

TOLEDO EDISON

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

Item 8. Financial Statements and Supplementary Data

CENTERIOR ENERGY

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

CLEVELAND ELECTRIC

The information required by this Item is contained on Pages F-25 through F-27,
F-30 and F-32 through F-45 attached hereto.

TOLEDO EDISON

The information required by this Item is contained on Pages F-48 through F-50,
F-53 and F-55 through F-67 attached hereto.

Item 9. Changes in and Disagreements With Accountants on Accounting and
Financial Disclosure

CENTERIOR ENERGY, CLEVELAND ELECTRIC AND TOLEDO EDISON

None.
PART 111

Item 10. Directors and Executive Officers of the Registrants

CENTERIOR ERERGY

The information required by this Item for Centerior regarding directors is
incorporated herein by reference to Pages 2 through 9 of Centerior's
definitive proxy statement dated March 8, 1993. Reference is also made to
"Executive Officers of the Registrants and the Service Company” in Part 1 of
this Report for information regarding the executive officers of Centerior
Energy.

- 33 <



CLEVELAND ELECTRIC

Ser forth below is the name and other directorships held, if any, of each
directer of Cleveland Electric. The year in which the director was first
elected to Cleveland Electric's Board of Directors is set forth in paren-
theses. Reference is made to "Executive Officers of the Registrants and the
Service Company” in Part 1 of this Report for information regarding the
directors and executive officers of Cleveland Electric. The directors
received nc remuneration in their capacity as directors.

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

Edgar H. Maugang
(1982)

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

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

TOLEDO EDISON

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

Rebert J. Farling+
Mr. Farling is a director of National City Bank. {1988)

Edgar H. Maugans
(1992)

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

Donald H. Saunders
(1688)

*Also a directeor of Centerior Emergy and the Service Company.

Item 11. Executive Compensation

CENTERIOR ENERGY, CLEVELAND ELECTRIC AND TOLEDO EDISON

The information required by this Item for Centerior is incorporated herein by
reference to the information concerning compensation of directors and the
information under the heading “Certain Matter Involving a Director” on Page 9
and the information concerning compensation of executive officers, stock
option transactions and pension benefits on Pages 13 throuph 19 of Centerior's
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definitive proxy statement dated March 8, 1993, The five named officers for
Centerior are included for Cleveland Electric and Toledo Edison regardless of
whether they are officers of Cleveland Electric or Toledo Edison because they
are key policymakers for the Centerior System.

Item 12. Security Ownership of Certain Beneficial Owners and Management

CENTERIOR ENERGY

The following table sets forth the beneficial ownership of Centerior common
stock by individual directors of Centerior, the five named executive officers
and all directors and executive officers of Centerior Energy and the Service
Company as a group as of February 28, 1993:

Name of PBeneficial Number of Common
Owmer Shares Owned (1)

Richard F. Anderson 1,323
Albert C. Bersticker 1,000
Leigh Carter 2,237
Thomas A. Commes 5,000
Wayne R. Embry 1,000
Robert J. Farling 28,026 (2)
George H. Kaull 4,842
Richard A. Miller 17,835 (2)
Frank E. Mosier 1,458
Sister Mary Marthe Reinhard, SND 2,220 (3)
Rpbert C. Savage 1,000
Faul M. Smart 3,729
William J. Williams 1,311
Richard P. Crouse 2,781
Murray R. Edelman 20,144
Edgar H. Maugans 11,124
Lyman C, Phillips 2,712
All directors and executive

cfficers as a group 156,234 (2)

(1 Beneficially owned shares include any shares with respect to which wvoting
or investment power is attributed to a director or executive officer
because of joint or fiduciary ownership of the shares or relationship to
the record owner, such as a2 spouse, even though the director or executive
officer does not consider himself or herself the beneficial owner. On
February 28, 1993, all directors and executive officers of Centerior
Energy and the Service Company as a group were considered to own bene-
ficially 0.1% of Centerior's common stock and none of the preferred stock
of Cleveland Electric and Tolede Edison, except for Mr. Crouse who owns 50
shares of Toledo Edison B.842 Preferred Stock. Certain individuals dis-
claim beneficial ownership of some of those shares.

(2) Includes the following numbers of shares which are not owned but could
have been purchased within 60 days after February 28, 1983 upon exercise
of options to purchase shares of Centerior common stock: Mr. Farling -
12.730; Mr. Edelman - 18,870; Mr. Maugans - 1,665; and all directors and
executive officers as a group - 54,651, Kone of those options have been
exercised as of March 26, 1993.
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{3) Owned by the Sisters of Notre Dame.

CLEVELAND ELECTRIC

Individual directors of Cleveland Electric, the five named executive officers
and all directors and executive officers of Cleveland Electric as a group as
of March 15, 1993 beneficially owned the following number of shares of
Centerior common stock on February 28, 1993:

Name of Beneficial Number of Common
Owner Shares Owned (1)

Robert J. Farling 28,026 (2)

Edgar H. Maugans 11,124 (2)

Lyman C. Phillips 2.712

Richard P. Crouse 2,781

Murray R. Edelman 20,144

All directors and executive
officers as a group 69,795 (2)

(1) Beneficially owned shares include any shares with respect to which veoting
or investment power is attributed to a director or executive officer
because of joint or fiduciary ownership of the shares or relationship to
the record owner, such as a spouse, even though the director or executive
officer does not consider himself or herself the beneficial owner. On
February 28, 1993, all directors and executive officers of Cleveland
Electric as a group were considered tc own beneficially ©0.12 of
Centerior’s common stock and none of Cleveland Electric's serial preferred
stock. Certain individuals disclaim beneficial ownership of some of those
shares.

{2) Includes the following numbers of shares which are not owned but could
have been purchased within 60 days afrer February 28, 1993 upon exercise
of options to purchase shares of Centerior common stock: Mr. Farling -
12,730; Mr. Edelman - 18,870; Mr. Maugans - 1,665; and all directors and
executive cofficers as a group - 34,747. None of those options have been
exercised as of March 26, 1993.

TOLEDO EDISON

Individual directors of Toledo Edison, the {five named executive officers and
all directors and executive officers of Toledo Edison as a group as of
March 15, 1993 beneficially owned the following number of shares of Centerior
common stock on February 28, 1992:
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Name of Beneficial Number of Common

Owner Shares Dwned (1)
Robert J. Farling 28,026 (2)
Edgar H. Maugans 11,126 (2)
Lyman C. Phillips 2,712
Donald H. Saunders 1,83¢%
Richard P. Crouse 2,781
Murray R. Edelman 20,144
All directors and executive

cfficers as a group 71,634 (2)

{1) Beneficially owned shares include any shares with respect to which wvoting

(2)

or investment power is attributed to a director or executive officer
because of joint or fiduciary ownership of the shares or relationship to
the record owner, such as a spouse, even though the director or executive
vfficer does not consider himself or herself the beneficial owner. On
February 28, 1993, all directors and executive officers of Toledo Edison
as a group were considered to own beneficially 0.11 of Centerior’'s common
stock. 1In addition, Mr. Crouse owns 50 shares of Toledo Edison B8.841
Preferred Stock. Certain individuals disclaim beneficial ownership of
some of those shares.

Includes the following numbers of shares which are not owned but could
have been purchased within 60 days afrer February 28, 1993 upon exercise
of options to purchase shares of Centerior common stock: Mr. Farling -
12,730; Mr. Edelman - 1B,.870; Mr. Maugans - 1,665; and all other executive
officers as & group - 34,747. None of those options -have been exercised
as of March 26, 1983.

Item 13. Certain Relationships and Related Transactions

CENTERIOR ENERGY, CLEVELAND ELECTRIC AND TOLEDC EDISON

None.

PART IV

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

(a)

Documents Filed as 2 Part of the Report

1. Financial Statements:

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

2. Financial Statement Schedules:

Financial Statement Schedules for Centerior Energy, Cleveland
Electric and Toledo Edison are listed in the Index to Schedules. See
Page S-1.
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3. Exhibits:

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

{(b) Reports on Form B-K

Centerior Energy, Cleveland Electric and Toledo Edison filed three
Current Reports on Form B8-K during the fourth gquarter of 1992 as follows: |

Date Filed
Date of Report with SEC Items Reported

August 24, 1992 October 6, 1992 Item 5. Other Events:
1. Regulatory Matters
{discussion of the terms of the
joint recommendation, including
a rate stabilization program,
between the Operating Companies
and certain customer
representative groups filed
with the PUCO) and 2. Ratings
Dovngrade (downgrading of
Cleveland Electric commercial
paper by Moody's Investors
Service)

]
|
I
|
|
|
|
|
|
|
|
Cctober 22, 1982 October 23, 1992 Item 5. Other Events: |
1. Regulatory Matters
(approval by PUCO of rate
stabilization program as set
forth in previously filed
joint recommendation)
|
|
1
\
|
|
\
\
|

November 5, 1992 November 5, 1982 Item 5. Other Events:
1. Selected Financial
Information of Toledo Edison
and Z. Selected Financial
Information of Cleveland
Electric
Item 7. Financial Statements
and Exhibits: Exhibit 12(a}
and Exhibit 12(b;
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SIGRATURES

Parsuant to the requirements of Section 13 or 15(d) of the Securities Exchange
Act of 19834, the registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunte duly authorized.

CENTERIOR ERERGY CORPORATION
Registrant

March 29, 19983 By *RCBERT J FARLING, Chairman of the
Board, President and Chief
Executive Officer

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

Signature Title Date

Principal Executive Officer:

*ROBERT J. FARLING Chairman of the Board,
President and Chief
Executive Officer

Principal Financial Officer:

S N e e N S
e Rt e e e e

*EDGAR H. MAUGANS Executive Vice
President
Principal Accounting Officer:
*PAUL G. BUSBY Controller )
Directors: )
*RICHARD P. ANDERSON Director )
*ALBERT C. BERSTICKER Director )
*LEIGH CARTER Directer )
*THOMAS A. COMMES Director ) March 2%, 1993
*WAYNE R. EMERY Director )
*ROBERT J. FARLING Director ) ‘
*GEORGE H. KAULL Director )
*RICHARD A. MILLER Director }
*FRANK E. MOSIER Director }
*SR. MARY MARTHE REINHARD, SKND Director )
*ROBERT C. SAVAGE Director )
*PAUL M. SMART Director )
*WILLIAM J. WILLIAMS Pirector )

*By J. T. PERCIO
J. T. Percio, Atterney-in-Fact
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Pursuant to the reguirements of Section 13 or 15(d) of the Securities Exchange
Act of 193¢, the registrant has duly caused this report to be signed on its
beh2lf by the undersigned., thereunto duly authorized.

THE CLEVELAND ELECTRIC ILLUMINATING COMPANY
Registrant

March 29, 1693 By *LYMAN C. PRILLIPS, President and Chief
Executive Qfficer

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

Signature Title Date

Principal Executive Officer: )

*LYMAN C. PHILLIPS Fresident and Chief )
Executive Officer )

Principal Financial Cfficer: )

*EDGAR H. MAUGANS Vice President and )
Chief Financial ) March 29, 1993
Officer )

Principal Accounting Officer: )

*PAUL G. BUSBY Controller }

Directors: )

*ROBERY J. FARLING Director )

*EDGAR H. MAUGANS Director )

*LYMAN C. PHILLIPS Director )

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

Pursuant to the regquirements of Seciion 13 or 15(d) of the Securities Exchange
Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly suthorized.

THE TOLEDO EDISON COMPANY
Registrant

March 29, 1983 By *LYMAN C. PHILLIPS, Chairman of the
Board and Chief Executive Officer

Pursuant to the regquirements of the Securities Exchange Act of 1934, this re-
port has been signed below by the following persons on behalf of the regi-
strant and in the capacities and on the date indicated:
Signature Title Date
Principal Executive Officer:
*LYMAN C. PHILLIPS Chairmen of the Board
and Chief Executive
Officer
Principal Financial Officer:
*EDGAR BE. MAUGANS Vice President and
Chief Financial
Officer
Principal Accounting Officer: March 29, 1993
*PAUL G. BUSERY Controller
Directors:
*ROBERT J. FARLING Director
*EDGAR H. MAUGANS Director
*LYMAN C. PHILLIPS Director

*DORALD E. SAUNDERS Director

*By J. T. PERCIO
J. T. Percio, Attorney-in-Fact
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'Report of Independent Public Accountants

To the Share Owners and Board
of Directors of Centenor Energy

Corporaton:

We have audited the accompanying consolidated bal-
ance sheet and consolidated statement of preferred
stock of Centerior Energy Corporation (an Ohio cor-
poration) and subsidianes as of December 31, 1992
and 1991, and the related consclidated statements of
income. retained earnings and cash flows for each of
the three vears in the peniod ended December 31,
1992 These financial statements and the schedules
referred to below are the responsibility of the Com-
pany's management. Our responsibility is to express
an opiuon on these financal statements and sched-
ules based on our audits

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reason-
able assurance about whet.er the financial statements
are free of matenal nusstatement. An audit includes
examuning, on a test basis, evidence supporting the
amounts and disclosures in the financial statements
An audit also includes assessing the accounting princi

ples used and significant estimates made by mamge
ment, as well as evaluating the overall financial
statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinicn, the financial statements referred to
above present fairly, in all matenal respects. the finan-
cal position of Centerior Energy Corperation and
subsidianies as of December 31, 1992 and 1991, and
the results of their operations and their cash flows for
each of the three vears in the peniod ended December
31, 1992, in conformity with generaily accepted ac
counung prinaples.

As discussed further in the Summary of Significant
Accounting Policies, a change was made in the

{Centerior Energyv)

F-2

method of accounting for nuclear plant depreciation
in 1991, retroactive to January 1, 1991,

As discussed further in Note 3(c), the future of Perry
Unit 2 is undecided. Construction has been sus-
pmdedunce July 1985. Various options are being

u?theumnoanonnuden
part of the Company's ownership share, or canceling
the unit. Ma t can give no assurance when,
if ever, Perry Unit 2 will go in service or whether the
Company's investment in that unit and a retum
thereon will ultimately be recovered.

Qur audits were made for the purpose of forming an
opinion on the basic financial statements taken as a
whole. The schedules of Centerior Energy Corpora-
tion and subsidiaries listed in the Index to Schedules
are presented for purposes of complving with the
Secunties and Ex Commission’s rules and are
nmpnnofh.ﬁle::;: m&mnuﬂme
schedules have subjected to the auditing proce-
dures apphied in the audits of the basic financial
statements and, in our opinion, fairly state in all
material the financial data required to be set
forth therein in relation to the basic financial state-
ments taken as a whole.

Arthur Andersen & Co.

Cleveland, Ohio
February 12, 1993

(Centerior Energy)



Summary of Significant Accounting Policies

GENERAL

Centerior Energy Corporation {Centerior Energy ) is a
hoiding company with two electric utilities #s subsid-

n%'he Cleveland Electric [lluminating Company
{Cleveland Electric) and The Toledo Edison Com:-
pany (Tolede Edison). The consolidated financial
statements also include the accounts of Centerior En-
ergy’s other wholly owned subsidiary, Centerior Ser-
vice Company (Service Company ), and Cleveland
Electric's wholly owned subsidiaries. The Service
Company provides management, financial, adminus-
trative, , iegal and other services at cost to
Centenior , Cleveland Electric and Toledo
Edison. Cleveland Electric and Toledo Edison {Oper-
ating Companies) operate as separate companies,
each serving the customers in its service area. The

stock, first mortgage bonds and other debt

obligations of the Operating Companies continue to
be outstanding secunities of the issuing utility. All
significant intercompany items have been eliminated
in consolidation.

Centerior Energy and the Operating Companies foi-

low the Uniform System of Accounts prescribed by
the Federal Regulatory Commussion {FERC)
and > Public Utilites Commission of

Ohuo ( 0) Asmemhwdunhnathe
mgConmmmb)eatoSumto{ﬁmmﬂ
Accounting Standards (SFAS) 71 which governs
accounting for the effects of certain types of rate
regulation. The Service Company follows the Uniform
System of Accounts for Mutual Service Companies
mhedbyﬁnS«unnsdexchmgcCommm
sion (SEC) under the Public Utility Holding Com-
pmyActoHO.‘iS.

tng Companies are members of the Central
Atﬂ Power oordination Group (CAPCO). Other
members include Duguesne Light Company {Du-

), Ohio Edison Company {Ohio Edison) and
ghno Edison's wholly owned subsidiary, Penn-
sylvania Power Company {Pennsylvania Power). The
members have constructed and operate generation
and gansmission facilifies for their use

REVENUES

Customers are billed on 2 monthly cycie basis for thew
energy consumption based on rate schedules or con-
tracts authorized by the PUCO or on ordinances of
individual municipalities. An accrual is made at the
end of each month to record the esimated amount of
unbilled reverues for kilowatt-hours sold in the cur-
rent month but not billed by the end of that month.
A fuel factor 1s added to the base rates for electric
service. This factor is designed to recover from cus-
tomers the costs of fuel and most purchased power. It
is reviewed and adjusted semiannually in a PUCO

proceeding.

FUEL EXPENSE

The cost of fossi) fuel is charged to fuel expense based
on inventory usage The cost of nuclear fue!, incdud-
ing an irterest component, s charged to fuel expense

based on the rate of consumption. Estimated future

{Centerior Energy )

nuciear fuel disposal costs are being recovered
through the base rates

The Opeutm?“e Companies defer the differences be-

| costs and estimated fuel costs cur-
rently<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>