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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549 -

'
|

:Form 10-K
:

1

(Mark One) ,

[X} ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) )
OF Tile SECURITIES EXCilANGE ACT OF 1934 (FEE REQUIRED) ;

For the fiscal year ended December 31,1992 j
;

OR

[] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) (
Of Tile SECURITIES EXCHANGE ACT OF 1934 (NO FEE REQUIRED) ;

;

For the transition period from to '

NN A N N Ye N l[n sc EnYo.
'

1-9130 CENTERIOR ENERGY CORPORATION 34-1479083 |

(An Ohio Corporation)
6200 Oak Tree Boulevard
Independence, Ohio 44131 ;

Telephone (216) 447-3100 ;

1-2323 THE CLEVELAND ELECTRIC ILLUMINATING 34-0150020 I
ICOMPANY

(An Ohio Corporation) |
'

55 Public Square
Clevelan t . Ohio 44113
. Telephone (216) 622-9800

1-3583 THE TOLEDO EDISON COMPANY 34-4375005
(An Ohio Corporation)

i300 Madison Avenue
Toledo, Ohio 43652
Telephone (419) 249-5000

Indicate by check mark whether each of the registrants (1) has filed all reports required to be filed by Section 13 or 15(d) of i

the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrants were ;

required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes X . No )
|

Indicate by check mark if disclosure of delinquent filers pursuant to item 405 of Registration S-K is not contained herein, I

and will not be contained, to the best of registrants' knowledge, in definitive proxy or information statements incorporated by I
reference in Pan ill of this form 10-K or any amendment to this Form 10-K. [X] |

The aggregate market value of Centerior Energy Corporation Common Stock, without par value, held by non-affiliates was |
$2.821.330.015 on February 26,1993 based on the closing sale price of $19.625 as quoted for that date on a composite i

Itransactions basis in The WallStrect Journal and on the 143,762,039 shares of Common Stock outstanding o;, that date.
Certerior Energy Corporation is the sole holder of the 79.590,689 shares and 39,133,887 shares of the outstanding common
stock of The Cleveland Electric illuminating Company and The Toledo Edison Company, respectively.
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Securities registered pursuant to Section 12(b) of the Act:

Name of Each Exchange i
Registrant Title of Each Class on k'hich Registered ;

|

Centerior Energy Common Stock, i

Corporation without par value New York Stock Exchange i

!Midwest Stock Exchange
Pacific Stock Exchange |

The Cleveland Electric Cumulative Serial Preferred
Illuminating Company Stock, without par value: '

$7.40 Series A New York Stock Exchange t

$7.56 Series B New York Stock Exchange |
Adjustable Rate, Series L New York Stock Exchange

i

First Mortgage Bonds
.

3-7/8% Series due 1993 New York Stock Exchange
,

4-3/82 Series due 1994 New York Stock Exchange f
'8-3/4: Series due 2005 New York Stock Exchange

9-1/4% Series due 2009 New York Stock Exchange
8-3/8% Series due 2011 New York Stock Exchange
8-3/82 Series due 2012 New York Stock Exchange ,

,

.q
The Toledo Edison Cumulative Preferred Stock,

'

I

Company par value $100 per share
,

4-1/42 Series American Stock Exchange
1

8.32Z Series American Stock Exchange j
; 7.76% Series American Stock Exchange '

102 Series American Stock Exchange .'

Cumulative Preferred Stock,
par value S25 per share: ~ ~ -.

8.84% Series _New York Stock Exchange |
$2.365 Series New York Stock Exchange *

Adjustable Rate, Series A New York Stock Exchange. r

Adjustable Eate Series B New York Stock Exchange ;

$2.81 Series New York Stock Exchange !

;

First Mortgage Bonds: i

7-1/22 Series due 2002 New York Stock Exchang* i

i. 82 Series due 2003 New York Stock Exchange ,
1
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Securities registered pursuant to Section 12(g) of the Act: i

|
Registrant Title of Each Class !

)

Centerior Energy None i
Corporation

,

;

The Cleveland Electric None {
Illuminating Company .

The Toledo Edison Cumulative Preferred Stock, |

Company par value $100 per share:
4.562 Series and 4.25Z Series ;
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This combined Form 10-K is separately filed by Centerior Energy Corporation.
The Cleveland Electric Illuminating Company and The Toledo Edison Company.
Information contained herein relating to any individual registrant is filed by
such registrant on its own behalf. No registrant makes any representation as
to information relating to any other registrant, except that information
relating to either or both of the Operating Companies is also attributed to
Centerior Energy.

GLOSSARY OF TERMS

The following terms and abbreviations used in the text of this report are -

defined as indicated:

Term Definition

AFUDC Allowance for Funds Used During Construction.

| AMP-Ohio American Municipal Power-Chio, Inc., an Ohio
not-for-profit corporation, the members of
which are certain Ohio municipal electric
systems.

Eeaver Valley Unit 2 Unit 2 of the Beaver Valley Power Station, in
which the Operating Companies have ownership
and leasehold interests.

CAPCO Group Central Area Power Coordination Group.

Centerior Energy or Centerior Centerior Energy Corporation.

Centerior System Centerior Energy, the Operating Companies and
the Service Company.

Clean Air Act Federal Clean Air Act of 1970 as amended.

Clean Air Act Amendments November 1990 Amendments to the Clean Air
Act.

Clean Water Act Federal Vater Pollution Control Act as
amended.

Cleveland Electric The Cleveland Electric Illuminating Company,
an electric utility subsidiary of Centerior
Energy and a member of the CAPCO Group.

Consol . Consolidation Coal Company.

Consumers Power Consumers Power Company, an electric utility
subsidiary of CMS Energy Corporation.

CPP Cleveland Public Pcwer, a municipal electric
system operated by the City of Cleveland.

CWIP Construction Work in Progress.

- iv -

____ _ .-



{

Term Definition

Davis-Besse Davis-Besse Nuclear Power Station.

Detroit Edison Detroit Edison Company, an electric utility.

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

DCE United States Departmentsof Energy.

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

ECAR East Central Area Reliability Coordination
Group.

Energy Act Energy Policy Act of 1992.

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

FERC Federal Energy Regulatory Commission.d

General Electric General Electric Company. ;

|
GPU General -Public Utilities Corporation, an i

electric utility holding company.

Holding Company Act Public Utility Holding Company Act of 1935.
'

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

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

'I
Note or Notes Note or Notes to the Financial Statements in !

the Centerior Energy. Cleveland Electric and |
Toledo Edison Annual Reports for 1992 (Note |
or Notes, where used, refers to all three I

companies unless otherwise specified).

NPDES National Pollutant Discharge Elimination
System.

-v-
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!
Tyrm Definition !

.

NRC United States Nuclear Regulatory Commission. !
!

Ohio Edison Ohio Edison Company, an electric utility and
a member of the CAPCO Group. {

Ohio EPA Ohio Environmental Protection Agency.
!

Ohio Power Ohio Power Company, an electric utility sub- [
sidiary of American Electric Power Company,
Inc. !

!
chio Valley The Ohio Valley Coal Company, the successor !

corporation to The Nacco Mining Company and a
subsidiary of Ohio Valley Resources, Inc. {

;

Operating Companies Cleveland Electric and Toledo Edison. v

(individually, Operating
,

Company) :

OPSB Ohio Power Siting Board. '!

PaPUC Pennsylvania Public Utility Commission.

Penelec Pennsylvania Electric Company, an- electric. I
utility subsidiary of'GPU.

_

Pennsylvania Power Pennsylvania Power Company, an electric ;
,

utility subsidiary of Ohio Edison and a i

member of the CAPCO Croup. I

i
'

Perry Plant Ferry Nuclear Power Plant.
.

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

r

FUCO The Public Utilities Commission of Ohio.-
i.

Quarto Quarto Mining Company, a subsidiary of |
Consol. '

SEC United States Securities and Exchange
Commission. .;

Seneca Plant Seneca Power Plant, a pumped-storage. . hydro- !

electric generating station jointly owned by 7

Cleveland Electric and Penelec. ;

i
I
i

I
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1- Term Definition
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!
J

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

Sixth Circuit United States Court of Appeals for the Sixth
Appeals Court Circuit.

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

of 1986.

'

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

U.S. EPA United States Environmental Protection
; Agency.

Westinghouse Westinghouse Electric Corporation.
,

!
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jPART I

Item 1. Business
!

THE CENTER 10R 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 Ohio in 1985 for the purpose of enabling
1|Cleveland Electric and Toledo Edison to affiliate by becoming wholly owned

subsidiaries of Centerior. The affiliation of the Operating 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 i
Electric and Toledo Edison. !

.:
The Operating Companies' combined service areas encompass approximately 4,200 !

'
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 ,

employees. Centerior Energy has no employees. i

.;

Cleveland Electric, which was incorporated under the laws of the State of Ohio ;

in 1892, is a 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 Ohio, including the City of Cleveland. !

Cleveland Electric also provides electric energy at wholesale to other elec-
tric utility companies and to two municipal electric systems (directly..and
through AMP-Ohio) in its service area. Cleveland Electric. se rves !

approximately 749,000 customers and derives approximately 75Z of its total |
electric revenue from customers outside the City of Cleveland. Principal I
industries served by Cleveland Electric include those producing steel and
other primary metals; automotive and other transportation equipment; j

chemicals; electrical and nonelectrical machinery; fabricated metal products;
,

and 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'4,466 employees of which about 52% were represented by |,

one union having a collective bargaining agreement with Cleveland Electric. !
,

!
'Toledo Edison, which was incorporated under the laws of the State of Ohio in.

1901, is a public utility engaged in the generation, purchase, transmission - j
distribution'and sale of electric energy in an area of approximately 2,500 ;

square miles in northwestern Ohio, including the City of Toledo. Toledo !

Edison also provides electric energy at wholesale to other electric utility I

companies and to 13 municipally owned distribution systems (through AMP-Ohio)
and one rural electric cooperative distribution system in its 'se rvice area.
Toledo Edison serves approximately 286,000 customers and derives approximately 1
552 of its total electric revenue from customers outside the City of Toledo, i
Among the principal' industries served- by Toledo Edison are metal casting,
forming and fabricating; petroleum refining; automotive equipment and
assembly; tood processing; and glass. Nearly all of Toledo Edison's operating [.

revenues are derived'from the sale of electric energy. At December 31., 1992, |
Toledo Edison had 2,422 employees of which about 56% were represented by three !
unions having collective bargaining agreements with Toledo Edison.

i
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The Service Company, which was incorporated in 1986 under the laws of the
State of Ohio, is also a wholly owned subsidiary of Centerior Energy. It pro-

1 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 employees.

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
5130.000,000, 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 f or these programs in 1993 is estimated to be $14,000,000 af ter taxes.
Annual 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, a power
pool created in 1967 with Duquesne, Ohio Edison and Pennsylvania Power. This
pool 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.2

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 another 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 units. 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 obligations of Pennsylvania
Power are the joint and several obligations of that company and Ohio Edison
and except that the leasehold obligations of Cleveland Electric and Toledo
Edison are joint and several. (See " Operations--Fuel Supply".) In 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 other CAPCO Group companies contribute toward fixed charges and
operating costs of those transmission facilities.

All of the CAPCO Group companies are members of ECAR, which is comprised of 28
electric companies located in nine contiguous states. ECAR's purpose is to
improve reliability of bulk power supply through coordination of planning and
operation of member companies' generation and transmission facilities.,

.

.)
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CONSTRUCTION AND FINANCING PROGRAMS

Construction Procram i

i

The Centerior System carries en a continuous program of constructing i

transmission, distribution and general facilities and modifying existing I
generating facilities to meet anticipated demand for electric service, to i

comply with governmental regulations and to protect the environment. The !
Operating Companies' 1992 long-term (20-year) forecast, as filed with and ;

approved by the PUC0 (see " General Regulation--State Utility Commis sion s * ) , I
projects long-term annual growth rates in peak demand and kilowatt-hour sales !

for the Operating Companies of 1.3 and 1.7%, respectively, after demand-side f
management considerations. The Centerior System's integrated resource plan i

for the 1990s (which is included in the long-term forecast) combines demand- |
side management programs with maximum utilization of existing generating i

capacity to postpone the need for 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 j
customers in achieving greater energy efficiency. Late in 1992, Centerior (
reached agreement with customer and environmental groups on a plan to invest t
$35,000,000 in demand-side programs for 1993 through 1995. This will be part [
of the $90.000,000 the Centerior System plans to invest in such programs over j,

the next ten years. j

tOperable capacity margins over the next ten years are expected to be adequate i
without adding generating capacity. According to the current long-term j

i integrated resource plan, and assuming construction on Ferry Unit 2 is not
resumed in the interim (see Note 3(c)), the next increment of generating
capacity that the Centerior System plans to put into service will be two

,

4 136,000-kilowatt units in 2003, with additional small, short-lead-time i

; capacity in subsequent years. i
t

,
The following tables show, categorized by major components, the construction j

! expenditures by Cleveland Electric and Toledo Edison and, by aggregating them, j
j for the Centerior System during 1990, 1991 and 1992 and the estimated cost of ;

j their construction programs for 1993, 1994 and 1995, in each case including j
i AFUDC and excluding nuclear fuel: {
i ;
! '

Actual Estimated
1990 1991 1992 1993 1994 1995 i

| Cleveland Electric (Millions of Dollars)

Perry Unit 2* $ 0 $ 0 $ 3 $ 0 $ 0 $ 0 i
'

Transmission Distribution !

and General Facilities 82 77 73 95 107 105 |
Renovation and Modification of ;

Generating Units !i

| Perry Unit 1 8 5 15 14 9 9 |'

Beaver Valley Unit 2** (3) 4 5 4. 3 5 |
| Davis-Eesse 40 16 3 16 12' 11 |
; Nonnuclear Units 37 48 56 79 72 73 !
1 Clean Air Act Amendments i
'

Compliance 0 0 1 23 51 9 [
- r

| Total Slji $112 $126 $111 $116 $212 f
i

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

| -3- |
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Actual Estimated
1990 1991 1992 1993 1994 1995Toledo Edison (Millions of Dollars)

Perry Unit 2* S 0 $ 0 $ 0 $ 0 $ 0 $ 0Transmission, Distribution

and General Facilities 29 30 25 28 35 36Renovation and Modificaticn of
Generating Units

Perry Unit 1 5 2 5 9 5 6Eeaver Valley Unit 2** (2) 4 5 3 3 4Davis-Besse 39 11 2 15 11 11Nonnuclear Units 16 7 7 7 14 20Clean Air Act Amendments
Compliance 0 0 0 0 4 2

Total SE SJ Sg $J SJ SJ
Actual Estimated

1990 1991 1992 1993 1994 1995Centerior System (Millions of Dollars)
Perry Unit 2* $ 0 $ 0 5 3 $ 0 S 0 $ 0Transmission, Distribution

and General Facilities 111 107 98 123 142 141Renovation and Modification of
Generating Units

Ferry Unit 1 13 7 20 23 14 15Beaver Valley Unit 2** (5) 8 10 7 6 9Davis-Eesse 79 27 5 31 23 22Nonnuclear Units 53 55 63 86 86 93Clean Air Act Amendments
Compliance 0 0 1 23 55 11

Total $$ SJ,Q 4, $2,0J, $$ $igf, $201
0 0

* Construction of Perry Unit 2 has been suspended. In February 1992,
Cleveland Electric purchased Duquesne's cwnership share of Perry Unit 2 for$3.324.000 (see Hote 3(c)).

**The amount shown for Eeaver Valley Unit 2 in 1990 includes prior-periodadjustments for AFUDC.

Each company in the CAPCO Group is responsible for financing the portion of
the capital costs of nuclear fuel equivalent to its ownership and leased
interest in the unit in which the fuel will be utilized. See *0perations--
Fuel Supply--Nuclear * for information regarding nuclear fuel supplies and Note
5 regarding leasing arrangements to finance nuclear fuel capital costs.
Nuclear fuel capital costs incurred by Cleveland Electric. Toledo Edison an'
the Centerior System during 1990, 1991 and 1992 and their estimated nuclear
fuel capital costs for 1993, 1994 and 1995 are as follows:

!

-4-
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Actual Estimated
]

1990 1991 1992 1993 1994 1995 I

(Millions of Dollars)

Cleveland Electric $ 38 $ 32 $ 30 $ 25 $ 30 $ 25
Toledo Edison S 24 $ 27 $ 22 $ 20 $ 26 $ 19
Centerior System $ 62 $ 59 $ 52 S-45 $ 56 $ 44

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 for discussions of the Centerior System's financing |
activity in 1992: debt and preferred stock redemption requirements during. the |
1993-1995 period: expected ext e rnal financing needs during such period: |

restrictions on the issuance of additional debt securities and preferred- |
s t ock.: short-term and long-term financing capability; and securities ratings !

for the Operating Companies. (
-i

In February 1993 Cleveland Electric issued $30,000,000'of first mortgage }
bonds as collateral security for the sale by a public authority of an equal j
principal amount'of tax-exempt bonds with an annual interest rate of 6.85I 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 1988. Also in
February 1993, Cleveland Electric sold $150,000,000 of 30-year, 91 first
mortgage bonds, the proceeds of which were used to repay $142,500,000 of }
secured medium-term notes and first mortgage bonds that matured in Februa ry
and March 1993 and for general corporate purposes. In March 1993, the company !

'

issued $35,000,000 aggregate principal. amount of medium-term notes secured by
first mortgage bonds. The notes have a weighted average interest rate of
7.56% 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 1993 and issuing up to $100,000,000 of preferred stock and up to .;
$150,000,000 of fftst 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 i,

funds of Cleveland Electric and used to finance Cleveland Electcic's ,
*

construction program, including the repayment of short-term debt, if any.
incurred in connection 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 a public authority of an equal principal
amount of tax-exempt bonds with an annual interest rate of 6-7/8% 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 $93.000,000 aggregate principal amount of medium-term
notes secured by first mortgage- bonds-. The notes have a weighted average ;

interest rate of 7.692 and mature in 2000 and 2003. [

Centerior expects to raise' about $60.000,000 in 1993 from tl.e sale.of f
authorized but unissued common stock under certain of its employee and share t

owner stock purchase plans.
-

i
r
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GENERA!, REGULATION '

Holding Company Regulation

Centerier Energy is currently exempt from regulatien under the Holding Company
Act.

In October 1992, the Energy Act was signed into law. Among other 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 use of alte rna tive
transportation fuels.

;

Amendments to the Holding Company Act create a new class of independent power j

producers known as * Exempt Wholesale Generators *, which are exempt from the j

Holding Company Act co rporate structure regulations and operate without SEC j

approval or regulation. Exempt Wholesale Generators may be owned by holding |

companies, electric utility companies or any other person. The existence of -|
' Exempt Wholesale Generators 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, se rvice , accounting, issuance of securities and other matters. I
Under Ohio law, municipalities may regulate rates, subject to. appeal to- the !

PUC0 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 PUC0 is composed of five commissioners appointed by the Governor of Ohio
from nominees recommended by a Public Utility Commission Nominating Council. |
Nominees must have at least three years' experience in one of several disci- I

plines. Not more than three commissioners may belong to the same political
Party.

.

IUnder Ohio law, a public utility must ' file annually with the PUC0 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: ,

I

(1) Demand Forecast--the utility's 20-year forecast of sales and peak demand, I

beforc and after the effects of d: mand-side management programs.

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

!

(3) Short-Term Implementation Plan and Status Report (required biennially)-- |
the' utility's discussion of how it plans to implement its integrated i
resource plan over the next four years. Estimates of annual expenditures |-

and security issuances associated with the integrated resource plan: over
the four-year period must also be provided.

-6- ,
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The PUC0 must hold a public hearing on tne long-term forecast at least once
every five years to determine the reasonableness of such forecast. The PUCO
and the OPSE are required to consider the record of such hearings in
proceedings for approving facility sites, changing rates, approving security
issues and initiating energy conservation programs. Ohio law also permits
electric utilities under FUC0 jurisdiction to submit environmental compliance
plans for PUC0 review and approval. Chio law requires that the PUC0 make
certain statutory findings prior to approving the environmental compliance
plan, which includes that the plan is a reasonable least cost strategy for
compliance with air quality requirements. In 1992, the PUC0 held hearings on
the Operating Companies' 1992 long-term forecast and environmental compliance
plan. Centerior and the parties inte rvening in the proceeding reached
agreement on the forecast and environmental compliance plan, and the agreement -

was subsequently approved by the PUC0 in February 1993.

The PUC0 has jurisdiction over certain transactions by companies in an elec-
tric utility holding company system if it includes at least one Ohio electric
utility and is exempt from regulation under Section 3(a)(1) or (2) of the
Holding Company Act. An Chio electric utility in such a holding company
system, such as Centerior, must obtain FUC0 approval to invest in, lend funds
to, guarantee the obligations of or otherwise finance or transfer assets to
any nonutility company in that holding company system, unless the transaction
is in the ordinary course of business operations in which one company acts for
or with respect to another company. Also, the holding company in such a hold-
ing company system must obtain FUC0 approval to make any investment in any
nonutility rubsidiaries, affiliates or associates of the holding company if
such investment would cause all such capital investments to exceed 15% of the
consolidated capitalization of the holding company unless such funds were
provided by nonutility subsidiaries, affiliates or associates.

The FUC0 has a reserve capacity policy for electric utilities in Ohio stating
that (i) 20% of service area peak load excluding interruptible load is an
appropriate generic benchmark for an electric utility's reserve margin; (ii) a
reserve margin exceeding 20: gives rise to a presumption of excess capacity,
but may be appropriate if it confers a positive net present benefit to
customers or is justified by unique system characteristics; and (iii)
appropriate remedies for excess capacity (possibly including disallowance of
costs in rates) will be determined by the PUC0 on a case-by-case basis.

Ohio Power Siting Board

The OFSE han state-wide jurisdiction, except to the extent pre-empted by
Federal law, over the location, need for and certain environmental aspects of
electric generating units with a capacity of 50.000 kilowatts or more and
transmission lines with a rating of at least 125 kV.

Federal Enercy Regulatory Commission

The operating Companies are each subject to the jurisdiction of the FERC with
respect to the transmission and sale of power at wholesale in interstate com-
merce, interconnections with other utilities, accounting and certain other
matters. Cleveland Electric is also subject to FEEC jurisdiction with respect
to its ownership and operation of the Seneca Plant.

-7-
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An amendment to the Federal Power Act under the Energy Act permits the FERC to l

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 i

effect en the operating Companies because the Davis-Besse and Perry Plant 'i
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-
tions and environmental impacts.

Dwners of nuclear units are required to purchase the full amount of nuclear
liability insurance available. See Note 4(b) for a description of nuclear in- ,

surance coverages.
U

The nuclear-related provisions of the Energy Act generally encourage further j
development of the nuclear power industry through a variety of measures. :
including the censolidation 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 jrate on funds held in a decommissioning t rus t and liberalized pe rmitted ;

investments. The impact of these provisions on the Operating Companies is not '

expected to be material.

Other Regulation I

The Operating Companies are subject to regulation by Federal, state and locali
;

authorities with regard to the location, construction and operation'of certain ;
facilities. The Operating Companies are also subj ect to regulation by local ;

authorities with respect to certain zoning and planning matters. !

ENVIRONMENTAL REGULATION

General
,

bThe Operating Companies are subject to regulation with respect to air quality, |water quality and waste disposal matters. Federal environmental legislation {affecting the operations and properties of the Operating Companies includes '

the Clean Air Act, the Clean Air Act Amendments, the Clean Vater Act.
3Superfund, and the Resource Conservation and Recovery Act. The requirements i

of these statutes and related state and local laws are continually changing ;2

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, i

all at costs which could be substantial. The Operating Companies expect that ;

the impact of such costs would eventually be reflected in their respective j
rate schedules. Cleveland Electric and Toledo Edison plan to spend, during j
the period 1993-1995. $108.000,000 and .56,000,000, respectively, for pollution >

control facilities, including Clean Air Act Amendments compliance costs. ]
i

,

'4
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The Operating Companies believe that they are currently in compliance in all
material respects with all applicable environnental laws and regulations, or
to the extent that one or both of the Operating Companies may dispute the
applicability er interpretatien of a particular environmental law or regula-
tion, the affected company has filed an appeal or has applied for permits,
revisions in requirements. variances or extensions of deadlines.

Concerns have been raised regarding the possible health effects associated
with electric and magnetic fields. Although scientific research as to such
effects has yielded inconclusive results, additional studies are being
conducted. If electric and magnetic fields are ultimately found to pose a
health risk, the Operating Companies may be required to modify transmission _

and distribution lines or other facilities.

Air Quality Control

Under the Clean Air Act, the Ohio EFA has adopted Ohio emission limitations
for particulate matter and sulfur dioxide for each of the Operating Companies'

| plants. The Clean Air Act provides for civil penalties of up to $25,000 per
'

day for each violation of an emission limitation The U.S. EPA has approved
the Ohio EPA's emission limitations and the related implementation plans
except for fugitive dust emissions and certain sulfur dioxide emissions. The
U.S. EPA has adopted separate sulfur dioxide emissien limitations for each of
the Operating Companies' plants.

In November 1990, the Clean Air Act Amendments were signed into law imposing
restrictions on nitrogen oxides emissions and making sulfur dioxide emission
limitations significantly more severe beginning in 1995. See Note 3(b) for a
description of the Operating Companies' compliance strategy, which was
included in the agreement approved by the FUCO in February 1993 in connection
with the Operating Companies' 1992 long-term forecast, to meet the new
requirements. The Clean Air Act Amendments also require studies to be
conducted on the emission of certain potentially hazardous air pollutants
which could lead to additional restrictions.

In 1985, the U.S. EPA issued revised regulations specifying the extent to
which power plant stack height may be incorporated into the establishment of
an emission limitation. Pursuant to the revised regulations, the Operating
Companies submit ted to the Ohio EPA information intended to support
continuation of the stack height credit received under the previous
regulations for stacks at Cleveland Electric's Avon Lake and Eastlake Plants
and Toledo Edison's Eay Shore Station. The Ohio EPA has accepted the
submissions and fcrwarded them to the U.S. EPA f or approval. In January 1988,
the District of Columbia Circuit Appeals Court remanded portions of the 1985
regulations to the U.S. EPA for further consideration; however, no action has
been taken by the U.S. EFA.,

In 1986, the Sixth Circuit Appeals Court ruled on a challenge filed by an
environmental group and several states east of Ohio seeking to overturn the
Federal sulfur dioxide emission limitations for the Eastlake and Avon Lake
Plants. The Court ruled that the validity of the air quality model used by
the U.S. EFA to set the sulfur dioxide emission limitations for those plants
had not been adequately established. The- Court permitted the Ohio sulfur
dioxide emission limitations to remain in ef fect while the U.S. EFA completed

- 9-
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its review of the application of the air quality model. The U.S. EPA, along f
'

with Centerior, demonstrated the validity of the model used to establish .the
- sulfur dioxide emission limitations for those plants. In January 1990, the
U.S. EPA proposed to reinstate the overturned emission limitations; however.

,

final action has not been taken by the U.S. EPA. J
:
i

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

i

significantly.

Vater Quality Controla
,

The Clean Water Act requires that power plants obtain permits that contain
certain effluent limitations (that is, limits on discharges of pollutants into .j
bodies of water). It also provides that permits for new power plants contain j
even more stringent effluent limit a tions , including zero discharges where ;

practicable. The Clean Vater Act also requires that cooling water ' intake
i structures for power plants incorporate the best available technology for
~

minimizing adverse environmental impact. The Clean Vater Act requires the
- states to establish water quality 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 t

quality standards are subject to a civil penalty of up to $25,000 per day for I

each such violation. !
!

The Clean Water Act permits thermal effluent limitations to be established for
facility which are less stringent than those which otherwise would apply ifa,

the owner can demonstrate that such less stringent limitations are sufficient
to assure the protection and propagation of aquatic and other wildlife in the !

af fected body of water. By 1978, the Operating Companies had submitted to the |

Ohio EPA such demonstrations for review with respect to their Ashtabula. Avon- <

Lake, Lake Shore, Eastlake, Acme and Bay Shore plants. The. Ohio EPA has taken !

{no action on the submittals.
!

The Operating Companies have received NPDES permit renewals from the Ohio EPA I

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 j
while the application for renewal is pending. Any violation of an NPDES |
pe rmit is considered to be a violation of the Clean Water Act subject to the i

penalty discussed above. |
i

|In 1990, the Ohio EPA issued revised water quality standards applicable to
Lake Erie and waters of the State of Ohio. Based upon these revised water -|
quality standards, the Ohio EPA placed additional effluent limitations on .the |

Ashtabula and Eastlake Plants in their most recent NPDES permits. The revised |
standards also may serve as the basis for more stringent effluent limitations j

in future NPDES penmits at other plants. Such limitations could result in the
.

-

installation of additional pollution control equipment and increased operating i
expenses. The Operating Companies are monitoring discharges at their plants j

to support their position that additional effluent limitations are not ,j'

j justified.
'

'

,|
i

,
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The U.S. EPA is developing guidelines for water quality standards under an j

effort known as the ' Great Lakes Vater Quality Initiative'. These guidelines [
are expected to be published in proposed fo:ra by the U.S. EPA in the second !

quarter of 1993. Ohio, along with the other states abutting the Great Lakes, !
would be required to adopt state water quality 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 [

be significant. floweve r , Centerior cannot dete rmine what impact these
'

guidelines will have on its operations until final guidelines are published !
and incorporated into.0hio regulations.

'

Vaste Disposal

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

to Superfund. [
i

! The Resource Conservation and Recovery Act exempts certain fossil fuel i

j combustion waste products, such as fly ash, from hazardous vaste disposal !

requirements. The Operating Companies are unable to predict wheth;t Congress f
will choose to amend this exemption in the future or, if so, the costs relat- '

,

ing to any required changes in the operations of the Operating Companies. |.

t.

ELECTRIC RATES {
i.

{i Under Ohio law, rate base is the original cost less depreciation of a
) utility's total plant adjusted for certain items. The law permits the PUCO, j

in its discretion, to include CWIP in rate base when a cons.truction project is ,

(j at least 75: complete, but limits the amount included to 10: of rate base ex-

} cluding CVIP or, in the case of a project to construct pollution control fa- t

j eilities which would remove sulfur and nitrous oxides from flue gas emissions, [
20: of rate base excluding CWIP. Vnen a project is completed, the portion of- )
its cost which had been included in rate base as CVIP is excluded from rate !

j base until the revenue received due to t'he CWIP inclusion is offset by the f
revenue lost due to its exclusion. During this period of time, an AFUDC-type !,

credit is allcwed on the portion of the project cost excluded from rate base. !

Also, the law permits inclusion of CWIP for a particular project for a period |a

not longer than 48 censecutive months, plus any time needed to comply with !

{j changed governmental regulations, standards or approvals. The PUC0 is em-
f powered to pernit inclusion for up to another 12 months for good cause shown. |
| If a project is canceled or not completed within the allowable period of time !
i after inclusien of its CWIP has started, then CVIP is excluded from rate base !

f and any revenues which resulted from such prior inclusion are offset against |
future revenues over the same period of time as the CWIP was included. j2

,

Current Ohio law further provides that requested rates can be collected by a,
1'

public utility, subj ect to refund, if the PUCO does not make a decision within i

j 275 days after the rate request application is filed. If the PUC0 does not !
j make its final decision within 545 days, revenues collected thereafter are not !

s ubj ect to refund. A notice of intent to file an application for a rate in- f.

crease cannot be filed before the issuance of a final order in any prior pend- !
i ing application for a rate increase or until 275 days af ter the filing of the !

prior application, whichever is earlier. The minimum period by which the f
; notice of intent to file must precede the actual filing is 30 days. The test j

!
+

1
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year for determining rates may not end more than nine months after the date i
the application for a rate increase is flied. i

!
Under Ohio law, electric rates are adjusted every six months, after a PUC0

|proceeding, to reflect changes in fuel costs. Any difference between a c t ual --
fuel costs during a six-month period and the fuel revenues recovered in that
period is deferred and is taken into account in setting the fuel recovery j
factor for a subsequent six-month period. j

|
The PUC0 has authorized the Operating Companies to adjust their rates on a j

seasonal basis such that electric rates are higher in the summer. !
!

Also, under Ohio law, municipalities may regulate rates charged by a utility. ;

subject to appeal to the PUC0 if not acceptable to the utility. If |

municipally fixed rates are accepted by the utility, such rates are binding on !
both parties for the specified term and cannot be changed by the PUCO. |

|

See Note 6 and Management's Financial Analysis contained under Item 7 of this '

Report for discussions of the rate increases and other matters relating to the 'J
PUCO's January 1989 rate orders and the Rate Stabilization Program that was 1
approved by the PUC0 for the Operating Companies in October 1992.

[

OPERATIONS

.[
Sales of Electricity |

Kilowatt-hour sales by the Operating Companies follow a seasonal pattern7

marked by increased customer usage in the summer f or air-conditioning and in ;

the winter for heating. Historically, Cleveland Electric has experienced its j
heaviest demand for electric service during the summer months because of a ;

I .significant air conditioning load on its system and a relatively low amount of -

lelectric heating load in the winter. Toledo Edison, _although having a
significant 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 manuf acturer which has two I
major steel producing facilities served by Cleveland Electric. Sales to these j
facilities in 1992 accounted for 2.72 and 3.72 of the 1992 total -electric !.

operating revenues of Centerior Energy and Cleveland Electric, respectively. -!,

i The loss of these facilities (and the resultant loss of another large customer |

vhose' primary product is purchased by the two steel producing facilities) !I 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 accounted for 12 and 32 of the 1992 |
total electric operating revenues of Centerior Energy and Toledo Edison, re- !
spectively. The loss of this customer would reduce Centerior Energy's and i
Toledo Edison's net income by about $10,000,000 based on 1992 sales levels. !

?

i

|
'

;

|
;

i
'
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Operating Statistics

Centerior System

Years Ended December 31,
1992 1991 1990

Energy Generated (Millions of kWh):
Net Generation 31,185 31,495 30.595
Purchases (122) 40 413
Total Energy 31.063 33.535 31.008

_

Electric Sales (Millions of kWh):
Residential 6,666 6,981 6,666
Commercial 7,086 7,176 6.848
Industrial 11.551 11.559 12,168
Wholesale 2,814 2,690 2,487
other 1,011 1,048 959

Total Electric Sales 29.128 29.454 29.128

Customers (End of Period):
Eesidential 925,099 921,995 918,965
Commercial 96.813 96,449 94,522
Industrial & Other 12,741 12,843 12,906
Total Electric Customers 1.034.653 1.031.267 1.026.393

operating Revenues (In Millions):
Eesidential $ 732 $ .777 $ 719
Commercial 706 723 669-
Industrial 766 783 779
Other. 143 188 190

Total Eetail 2.347 2,471 2,357
Wholesale 91 89 70-

Total Operating Revenues $m $m $2m

- 13 -
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Cleveland Electric

Years Ended Decembee 31,
1992 1991 1990

Energy Generated (Millions of kWh):,

Net Generation 20.236 20,644 20,841
Purchases 1,649 2,144 964
Total Energy 21.885 22.788 21.805

"

Electric Sales (Millions of kWh):
| Residential 4.725 4,940 4.716

Commercial 5,467 3,493 5.234
'

Industrial 7.988 B,017 8.551
Wholesale 1,989 2.442 1,607
other 533 565 463

Total Electric Sales 20.702 21.457 20.571*

Customers (End of Period):,

2 Residential 669,800- 667,495 665,000
Commercial 70,943 70,405 68,700
Industrial & Other 8,375 8,398 8,351
Total Electric Customers 749.118 746.296 742.051

:,

Operating Eevenues (In Millions):,

] Residential S 517 $ $47 $ 495
Commercial 531 540 494
Industrial 530 547 544
Other 101 117 123-

j Total Retail 1,679 1.751 1,656
, Wholesale 64 75 35 - >'

Total Operating Revenues $Ll4_1 - Sg $Lill !

!
, .;
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Toledo Edison

Years Ended December 31,
1992 1991 1990

Energy Generated (Millions of kkh):
Net Generation 10,949 10,851 9,754
Purchases (82) 95 902

Total Energy 10.867 10.946 10.656-

Electric Sales (Millions of kWh):
Residential 1,941 2,041 1,950
Commercial 1,619 1,683 1,614
Industrial 3,563 3,543 3,617
Wholesale 2,753 2,587 2,333-

Other 478 482 496
Total Electric Sales 10.354 10.336 10.010

Customers (End of Period):
Residential 2'55,299 254.500 253,965
Commercial 25,870 26,044 25,822
Industrial & Other 4.372 4,444 4,555
Total Electric Customers 285.541 284.988 284.342

Operating Revenues (In Millions):
Residential S215 $230 $224
Commercial 175 184 175
Industrial 236 236 236
Other 61 90 y

Total Retail 687 740 713
Wholesale 158 147

-
150

Total Operating Revenues Sgg Sgfql Sgg
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Nuclear Units j

i

The Operating Companies' generating facilities include, among others, three }
nuclear units owned or leased by the CAPCO Group--Perry Unit 1. Beaver Valley i
Unit 2 and Davis-Besse. These three units are in commercial operation. j

Cleveland Electric has responsibility for operating Perry Unit 1. Duquesne has i

|responsibility for operating Beaver Valley Unit 2 and Toledo Edison has re-,

'

sponsibility for operating Davis-Besse. Cleveland Electric and Toledo Edison
own, re spe c tively., 31.112 and 19.91! of Perry Unit 1, 24.472 and 1 65% of
Beaver Valley Unit 2 and 51.38: and 48.62: of Davis-Besse. Cleveland Electric
and Toledo Edison also lease, as joint lessees, another 18.26: of Beaver
Valley Unit 2 as a 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.

J The PUC0 has approved as part of its January 1989 rate orders nuclear plant
performance standards for the operating Companies which are based on rolling
three-year industry averages of operating availability for pressurized water

j reactors and for boiling water reactors over the 1988-1998 period. Operating
1 availability is the ratio of the number of hours a unit is available to

generate electricity (whether or not the unit is operated) to the number of
j hours in the period, expressed as a percentage. The three-year operating
-

availability averages of the Operating Companies' nuclear units are compared
against the industry averages for the same three-year period with a resultant
penalty or banked benefit. If the industry performance standards are not met,
a penalty would be incurred which would require the Operating Companies to
refund incremental replacement power costs to customers through the semiannual
fuel cost rate adjustment. However, if the performance of the Operating
Companies' nuclear units exceeds the industry standards, a banked benefit
results which can be used to offset disallowances of incremental replacement
power costs should future performance be below industry standards.

The relevant industry standards for the 1990-1992 period are 76.1% for
pressurized water reactors such as Davis-Besse and Beaver Valley Unit 2 and

; - 72.0% for boiling water reactors such as Perry Unit 1. The 1990-1992
*

availability average was 85.3: for Davis-Besse and Beaver Valley Unit 2 and
76.3: for Perry Unit 1. At December 31, 1992, the total banked benefit for
the Operating Companies is estimated to be between $12,000,000 and
$14,000,000.

All three nuclear units have received favorable evaluations from the NRC in
j its most recent. Systematic Assessment of Licensee Performance or SALP reviews.

Each of the functional areas evaluated is rated according to three performance
categories, with category 1 indicating performance substantially exceeding
regulatory requirements and that reduced NRC attention may be appropriate;
category 2 indicating perfornance above that needed to meet regulatory
requirements and that NRC attention may be maintained at normal levels; and
category 3 indicating performance does not significantly exceed that needed to
meet minimal regulatory requirements and that NRC attention should be
increased above normal levels. The review periods and SALP review scores are:

.

N
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Beaver f

Perry Unit 1 Davis-Besse Valley Unit 2 f
?

SALP Review Period 8/1/90-10/31/91 7/1/90-11/30/91 1/1/91-6/13/92 i
Plant Operations 2 2 1 j
Radiological Controls 2 2 'l i
Maintenance / Surveillance 2 1 2 i

fEmergency Preparedness 1 1 1
Security and Safeguards 1 1 1

~

Engineering / Technical Support 2 2 2
Safety Assessment / Quality Verif. 2 2 2

!

The Operating Companies ship low-level radioactive waste produced at their f
nuclear plants to an offsite disposal facility which may not accept such j
shipments after mid-1994. The Operating Companies' ability to continue ;

offsite disposal depends on whether the State of Ohio develops a low-level -I
i radioactive waste disposal facility within the next several-years. If offsite !

disposal becomes unavailable, the Operating Companies have facilities to -!
temporarily store such waste on site at each of the nuclear plants. However, t

the Operating Companies do not intend to store such waste. on site until all
available off-site options have been exhausted. i

r
r

See Note 3(c) for a discussion of the status of Ferry Unit 2 and see Note 4 |
for a discussion of potential problems facing owners of nuclear generating !
units. j

i
Competitive Conditions ;

fGeneral. The Operating Companies compete in their respective service' areas
with suppliers of natural gas to satisfy customers' energy needs with regard ;

to heating and appliance usage. .The Operating Companies also are engaged in |
*

competition to a lesser extent with suppliers of oil and liquefied natural gas
for heating purposes and with suppliers of cogeneration equipment; One |'
competitor provides steam for heating purposes and plans to provide chilled
water for cooling purposes in downtown Cleveland. r

[
The Operating Companies also compete with municipally owned. electric systems [
within their respective service areas. As discussed below, two of the munici- j
palities served by the Operating Companies, the City of Toledo and the City of r

Brook Park, are investigating the economic feasibility of establishing and .i
operating municipally owned electric systems. A few other communities have .!
recently evaluated municipalization of electric service and decided to con- !

tinue service from Cleveland Electric and Toledo Edison. Officials in still }
cther communities have indicated an interest in evaluating the ;
municipalization issue. 6

I..

The Operating Companies- face continuing competition from locations outside !
'

their service areas which are promoted by governmental and private agencies in

tomers to locate in their respective areas.
' iattempts to influence potential and existing commercial and industrial cus-

Cleveland Electric and Toledo Edison also periodically compete with other I

producers of electricity for sales to electric utilities which are in the ;

market for bulk power purchases. The Operating Companies- have inter- ;
I

connections with other electric utilities (see " Item 2. Properties--General')

!,

'

.
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and provide a transmission system for wheeling power from the Midwest to the ,

East.
;

Cleveland Electric. Located within Cleveland Electric's service area are two )

municipally owned electric systems. Cleveland Electric supplies a small j
portion of those systems' power needs at wholesale rates. j

!
'

One of those systems, CPP, is operated by the City of Cleveland in competition
with Cleveland Electric. CPP is primarily an electric distribution system j
which currently supplies electric power in approximately 35% of the City's ;

area (expected to increase to 70: by the end of 1996) and to approximately 252 |

(about 33,000) of the electric consumers in the City--equal to about 7: of all )
customers se rved by Cleveland Electric. CPP's kilowatt-hour sales and 1;

revenues are equal to about 3: ef Cleveland Electric's kilowatt-hour sales and )
revenues. Much of the area served by CPP overlaps that of Cleveland Electric.

J Cleveland Electric is obligated to make available up to 100,000 kilowatts of
CPP's energy requirements over three 138 kV interconnections. However, in
recent years, CPP has not made significant power purchases from Cleveland
Electric. In 1992, Cleveland Electric directly and through AMP-Ohio provided
about 15I of CPP's energy requirements. The balance of CPP's power is
purchased from other sourcas and transmitted or " wheeled" over Cleveland
Electric's transmission 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-term power supply contracts

* and the spot market which are lower in cost and the lower-cost financing
available to CPP.

,

|-

i CPP is constructing new transmission and distribution facilities extending
into eastern portions of Cleveland and plans to expand to western portions of

j ' Cleveland, both of which now are served exclusively by Cleveland Electric.
5 Over the past three years, Cleveland 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 1992 CPP completed work ;

which enabled the City to convert three water pumping 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

i reduced Cleveland Electric's annual net income by about $10,000.000 to date.
The expansion as now planned, could take away about 35,000 more of Cleveland i

Electric's customers over the next several years. 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 despite CPP's expansion
efforts. Leng-term contracts with many of these customers provide them with
economic incentives to remain with Cleveland Electric.

In June 1991, the City of Brook Park, located within- the Cleveland Electric
service territory, announced that it had commissioned a feasibility study
regarding the establishment of a 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 j
Electric derived about 3% of its total tevenues and Centerior Energy derived I

,

about 21 of its total revenues from sales to the 8,500 customers located in
Brook Park.'

1
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;Currently, two commercial customers and one industrial customer of Cleveland
; Electric have cogeneration instal 1stions. A number of customers have inquired

about cogeneration applications although there were no new installatiens in
|

1991 or 1992. Cogeneration vendors continue to be active in Cleveland |

Electric's service area. |
!

[Toledo Edison. Located wholly or partly within Toledo Edison's service area
are six rural electric cooperatives, rive of which are supplied with power,
transmitted in some cases over Toledo Edison's facilities, by Buckeye Power, !
Inc. (an affiliate of a number of Ohio rural electric cooperatives) and the !

'

sixth is supplied by Toledo Edison.
,

i

Also located within Toledo Edison's service area are 16 municipally- owned
'

electric distribution systems, three of which are supplied by other electric j
systems. Toledo Edison provides a portion of the power purchased by the other !

13 municipalities at wholesale rates through a contract with AMP-Ohio that,

expires in 2009. Rates under this agreement are permitted to increase
,'

annually to .umpenscte for increased costs of operation. Less than 22 of 6

Toledo Edistn's tota'. electric operating revenues in 1992 were derived from f
'

sales under the AMP-3hio contract. {

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

Electric Franchise Review Committee for the purpose of studying Toledo i

Edison's franchise agreement with the City to determine whether alternate !2

energy sources may be utilized. The Committee investigated-the feasibility of'"

establishing a municipal electric system within the City of Toledo and the j

feasibility of utilizing other alternative electric power sources. In May i
1992, the Committee recommended that the City negotiateswith Toledo Edison [
with regard to rates and other customer initiatives rather than create its own ;,

municipal electric system. The Committee recommended that if negotiations i2

with Toledo Edison are unsuccessful, the City should create a small municipal ;
utility to serve approximately 20Z of the City's electricity load, primarily ;

City facilities, such as the vaste water treatment plant, and businesses with }
large electricity consumption. In March 1993, the City and Toledo Edison. ;

announced that they had reached agreement on a non-exclusive franchise. The i

proposed franchise, which is 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 PUC0 prior to 1

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 '

2 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.
,J- The agreement does not call for a reduction in base electric rates.

I The last commercial customer of Toledo Edison having a cogeneration unit
i teased operation of its unit during the first quarter of 1992. However, "

cogeneration vendors continue to be active in Toledo Edison's service area. |

!
Fuel Supolv f

'; Generation by type of fuel for 1992 was 632 coal-fired and 37Z nuclear for
Cleveland Electric; 432 : cal-fired and 572 nuclear for Toledo Edison; and 56I *

coal-fired and 44% nuclear for the Centerior System. ,

'
,

!

!
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Coal. In 1992 Cleveland Electric and Toledo Edison burned 5,194.000 tons and
1,837,000 tons of coal, respectively, for electric generation. Each utility
normally maintains a reserve supply of coal sufficient for about 40 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 Pennrylvania
Power.

In 1992, about 70% of Cleveland Electric's coal requirements were nurchased
under long-term contracts, with the longest remaining term being almost 11
years. In most cases, these contracts provide for adjusting the price of the
coal on the basis of changes in coal quality and mining costs. The sulfur
content of the coal purchased under these contracts ranges from less than 12
to about 42. The balance of Cleveland Electric's coal was purchased on the
spot market with sulfur content ranging from less than 12 to 3.52.

In 1992, all of Toledo Edison's coal requirements were purchased under
loog-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 costs. The sulfur content of-
the coal purchased under these contracts ranges from less than 1: to 4:.

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. If the coal sales
agreement is terminated for any reason, including the inability to use the
coal, Cleveland Electric must assume certain of Ohio 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 $32,552,000 at December 31, 1992. Centerior and
Cleveland Electric expect that Ohio Valley revenues from sales of coal to
Cleveland Electric will continue to be sufficient for Ohio Valley to meet its
debt and lease obligations. The contract with-Ohio Valley expires in 1997, i

<

.i
'

The CAPCO Group companies, including the Operating Companies, have a long-term
contract with Quarto and Consol for the supply of about 752-85% of the . annual
coal needs of the Mansfield Plant. The contract runs through at least the end- 4

of 1999, and the price of coal is adjustable to reflect-changes in . labor, .|
materials, transportation and other costs. The CAPCO Group companies have
guaranteed, severally and not jointly, the debt and lease obligations incurred
by Quarto to 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 .538,015,000
and by Toledo Edison was $22,249,000. Centerior. Clevelanc Electric and
Toledo Edison expect that Quarto revenues from sales of coal to the CIPCO
-Group companies will centinue to be sufficient for Quarto to meet its debt and
lease obligations. q

The Operating Companies' least cost plan f or complying with the Clean Air . Act
Amendments, which was included in the agreement approved -by the PUC0 in
February 1993 in connection with the Operating Companies' 1992 long- t e rm
' forecast, calls for greater.use of low-sulfur coal and less use of high-sulfur ;

coal, Some of the low-sulfur coal required to comply with Phase 1 of the 'j
|
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Clean Air Act Amendments was contracted for in 1992. Additional supplies of (
low-sulfur coal 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
steps can be taken to mitigate any costs associated with the termination of
the Ohio Valley contract should the contract be terminated.

,

(
Nuclear. The acquisition and utiliration of nuclear fuel involves six dis-
tinct steps: (1) supply of uranium oxide raw material. (ii) conversion to |
ur;olum hexafluoride. (iii) enrichment. (iv) f abrication into fuel assemblies,

,

(v) utilization 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 edel- t

nuclear generating units and have contracts for fabrication services fo r; !
of that fuel. The CAPCO Group companies have a 30-year contract with th: 02E j
which will supply all of the needed enrichment services for their nuclear }
units' fuel supply through 1995. Eeyond 1995, 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 1996-1999 !

and reduced to 0% in 2000-2002. The additional required enrichment services |
are available. Substantial additienal fuel will have to be obtained in the i
future over the remaining useful lives of the units and if Ferry Unit 2 is j
completed. There is a plentiful supply of uranium oxide raw material to meet !

the industry's nuclear fuel needs.
,

;

off-site disposal of spent nuclear fuel is unavailable, but the CAPCO Group ;

companies have contracts with the DOE which provide for the future acceptance i

of spent fuel for disposal by the Federal government. Pursuant to the Nuclear !

Vaste policy Act of 1982, the Federal government has indicated it will begin i

accepting spent fuel from utilities by the year 2010. On-site storage |
capacity at Davis-Besse. Perry Unit 1 and Beaver Valley. Unit 2 should be i
sufficient through 1996, 2007 and 2010, respectively. Any additional 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. i
t

<

Oil. The Operating Companies each have adequate supplies of oil and fuel for j
their oil-fired electric generating units which are used primarily as re se rve i

j and peaking capacity. ;

>

I
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EXECUTTVE OFFTCERS OF THE REGTSTRANTS 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 Centerior Energy, the Se rvice
Company. Cleveland Electric and Toledo Edison. _ Positions currently held are designated with an asterisk (+).

Business Experience

Name ( A g,- ) ' Centerior EnerRY. 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 and Chief

{
Executive Of ficer Executive Executive Officer- Executive Officer

(March 1992) Officer (March (February 1989) (October 1988)
* President 1992) President (April

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

Hurray.R. Edelman * Executive Vice * Executive Vice Senior Vice President (July 1988)

(53) President President-Power President-Nuclear
(July 1988) Generation (April 1986)

(April 1990)i
Vice President.u

" - Nuclear (April
' 1986)

Edgar H. Mau6ans * Executive Vice * Executive Vice *Vice President *Vice President and

(58) President President-Finance and Chief Chief Financial
(April 1990) & Administration Financial Officer (April 1990) 1

Senior Vice
.

(April 1990) Officer

President-Finance . Senior Vice (April 1990)
.

.(April 1988) President-
Finance (April
1986)

i

'

f

~ ' '
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Business Experience
Name (Age) Centerior Energy Se rvice Company Cleveland Electric Toledo Edison

Lyman C. Phillips. * Executive Vice * Executive Vice * Chief Executive * Chairman of the
(53) President President- Officer (April Board and Chief

(July 1988) Customer 1990) Executive
Senior Vice Operations * President (July Officer (April

President (June (April 1990) 1988) 1990)
1987) Executive Vice

President (June
1987)

Fred J. Lange, Jr. * Senior Vice * Senior Vice *Vice President *Vice President (April
(43) President-Legal, President-Legal. (April 1990) 1990)

!!uman & Corporate Human &
Affairs (March Corporate Affairs
1992) (March 199?.)

| Vice President- Vice President-
L Legal & Corporate Legal & Corporate
! Affairs (April- Affairs (April

' 1990) .1990)
_y General Attorney and

Senior Director of'
i Governmental Affairs

(July 1989)
Assistant General Counsel

l and Principal Corporate
| Counsel (November 1986)

Richard P. Crouse *Vice President- Senior Vice
(53) Fossil President (April

Operations 1988)
(April 1990)

Vice President-
Fossil Engineer-
ing & Operations
(August 1987)

. . .
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Business' Experience

.Name (Age) Centerior Energy Service Company Cleveland Electric Toledo Edison

*Vice President- Vice President-Gary J. Greben
Transmission and Marketing (July

(55)
Distribution 1987)
Engineering &
Services (April
1990)

i

*Vice President- Vice President-Jacquita K. Hauserman
Customer Service Administration(50)
& Community (October 1988)
Affairs (April Director-Consumet
1990) Services Dept.

(April 1986)

4

;Alvin Kaplan *Vice President- Vice President-
(54) tiystem Engineering Nuclear

b Control (April (December 1987)
1990) e*

w
John S. Levicki *Vice President- Vice President-' "

Human Resources & Finance, ,' (53)
Strategic Administration &
Planning (April Legal (January
1990) 1988)

Vice President- Vice President-
Public Affairs & Finance &
Rates (October Administration
1988) (April 1986)

,

t
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Business Experience
Name (Age) Centerior Energy Service Company Cleveland Electric Toledo Edison
Terrence G. Linnert *Vice President-
(46) Legal and

General Counsel
(March 1992)

General Counsel
and Director-

, Legal Services
Dept. (May 1990)

General Counsel
(July 1989)

Principal Counsel
(June 1987)

David L. Monseau *Vice President- Vice President-(52) Transmission & Customer
Distribution Operations
Operations (September 1987)*
(April 1990)

w
"

Thomas M. Quinn *Vice President- Vice President-'
(33) Marketing (April Marketing

1990) (September 1987)

Donald H. Saunders *Vice President * President (April(57) (April 1990) 1990)
Vice President-

Administration &
Governmental
Affairs (January
1990)

Vice President-
Finance &
Administration (Ju.?*
1986)
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Business Experience

Name (Age) Centerior Energy Service Company Cleveland Electric Toledo Edison
,

Donald C. Shelton *Vice President- Vice President-

(59) Nuclear-Davis. Nuclear (August
Besse (April 1986)
1990)'

Robert'A. Stratman *Vice President- General Manager-

(44) Nuclear-Perry Perry Plant
(December 1992) Operations Dept.

(April 1990)
Director-Perry

Plant Nuclear
Engineering
Dept. (January
1989)

Manager-Operations
Section of Perry
Plant Operations
Dept. (January*

1986)g

Paul G. Busby *Ccntroller (April * Controller (June * Controller (April * Controller (April'

(44) 1988) 1986) 1990) 1990)

Gary M. Hawkinson * Treasurer * Treasurer (April * Treasurer (April * Treasurer (April 1990)
.

(44)- (February 1986) 1986) 1990)
Assistant Treasurer

(August 1987)

'E. Lyle Pepin * Secretary * Secretary JApril * Secretary-(October * Secretary (October
(51) (February 1986) 1986) 1988) 1988)

t
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All of the executive officers of Centerior Energy, the Service Company,
Cleveland Electric and Toledo Edison are elected annually for a one-year term '

by the Board of Directors of Centerior, the Service Company, Cleveland !
Electric or Toledo Edison, as the case may be.

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

Item 2. Properties

GENERAL [

|

The Centerior System t

The wholly owned, jointly owned and leased. electric generating facilities of [
the Operating Companies in commercial operation as of March 31, 1993 provide
the Centerior System with a net demonstrtted capability of 6,261,000 kilowatts
during the winter. These facilities include 22 generating units (3,954,000
kilowatts) at seven fossil-fired steam electric generation stations; three i

nuclear generating units (1,856,000 kilowatts); a 312,000 kilowatt share of I

the Seneca Plant; seven combustion turbine generating units (135,000 1

kilowatts) and one diesel generator (4,000 kilowatts). Operations at two i
fossil-fired generating units (320,000 kilowatts) will cease in the Fall of j
1993 and the units will be preserved f or future use. All of the Centerior ;

System's generating f acilities are located in Ohio and Pennsylvania. !
!

!
The Centerior System's net 60-minute peak load of its service area for 1992 1

was 5,091,000 kilowatts and occurred on August 10. At the, time of the 1992 |
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 i

to be 5.120.000 kilowatts, after- demand-side management considerations. The i

operable capacity 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 espacity margins at the time of the projected Centerior |

I{
System peak loads to range from 141 to 172.

Each Operating Company owns the electric transmission and distribution facili- -!
ties located in its respective service area. Cleveland Electric and Toledo |
Edison are interconnected by 345 kV transmistion facilities, some portions of

'

which are owned and used by Ohio Edison. The Operating Companies have a long-
term contract with the CAPCO Group companies, including Chio Edison, relating
to the use of these facilities. These interconnection facilities provide for j

the interchange.of power between the two Operating Companies. The Centerior }
System is interconnected with Ohio Edison, Ohio Power, Penelec' and Detroit j
Edison. ;

!

Effective May. 1, 1991, the FERC approved an agreement between Cleveland )
Electric and GPU under which Cleveland Electric sells the power from its -i
312,000-kilowatt share of the Seneca Plant to two subsidiaries of GPU through- !
1993. For the same time period. Toledo 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 i

purchases from the Ludington Plant. The net result of the power purchase and i
sale agreements is economically beneficial for Cleveland Electric and !

economically neutral for Toledo Edison.
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Cleveland Electric !

t

The wholly owned, jointly owned and leased electric generating facilities of [
Cleveland Electric in commercial operation as of March 31, 1993 provide a net '

l demonstrated capability of 4,354,000 kilowatts during the vinter. 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); a 312.000 kilowatt share of the Seneca Plant; :
two combustion turbine generating units (58,000 kilowatts) and one diesel gen- |

L erator (4,000 kilowatts), Operations at one fossil-fired generating unit
;

L (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 Ohio and Pennsylvania.

Thr net 60-minute peak load of Cleveland Electric's service area for 1992 was i
3.605,000 kilowatts and occurred on August 10. The operable capacity at the i

time of the 1992 peak was 4,703,000 kilowatts. Cleveland . Electric's 1993 L

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 1993-1995 period, Cleveland Electric forecasts I

its operable capacity margins at the time of its projected peak loads to range j
from 152 to 17Z. 'j
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 Ohio 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 Toledo Edison. The interconnection with Penelec ;

provides for transmission of power from Cleveland Electric's share of the :
Seneca Plant. 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
operating within its service area.

Toledo Edison ;
t

The wholly ewned, 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 units (1,000,000 kilowatts) at three *

fossil-fired steam electric' generation stations: its share of three nuclear- ;,

L . generating units (830,000 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
located in Ohio and Pennsylvania. :;

i
The net 60-minute peak load of Toledo Edison's service area for 1992 was -j
1,514,000 kilowatts and occurred on August 10. The operable capacity at the j
time of the 1992 peak was 1,727.000 kilowatts. Toledo Edison's-1993 service :
area peak load 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 1993 peak is !

1,726,000 kilowatts. Over the 1993-1995 period, Toledo Edison forecasts its |

operable capacity margins at the time of its projected peak loads to range i

from 92 to 162. {
!

Toledo Edison owns the facilities located in the area it se rve s for trans- !

mitting and distributing power to all its customers. Toledo Edison has
interconnections with Ohio Edison, Ohio Power and Detroit 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. In addition, these inter-
,

connections provide the means for the interchange of electric power with other !

utilities. i

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

;

TITLE TO PROPERTY ;

i

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

:

(1) Cleveland Electric and Toledo Edison lease- from others for a team of- ,

about 29-1/2 years starting on October 1, 1987 undivided 6.5%, 45.9: and !

44.382 tenant-in-common interests in Units 1, 2 and 3, respectively, of ,

the Mansfield Flant located in Shippingport, Penneylvania. Cleveland ;

Electric and Toledo Edison lease from others for a term of about 29-1/2 i
years starting on October 1, 1987 an 18.262 undivided tenant-in-common |

interest in Beaver Valley Unit 2 located in Shippingport, Pennsylvania. j

Cleveland Electric and Toledo Edison own another 24.472 -interest and ;

1.65% interest, respectively, in Beaver Valley Unit 2 as a 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 f

Valley Unit 2 are located, but have leased to others certain portions ofi

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 land, extending beyond the natural shore- !

line of Lake Erie as it existed in 1910. As of December 31, 1992, the j
cost of Cleveland Electric's facilities, other than water intake and ;

discharge facilities, located on such artificially filled land aggregated
approximately $88,875.000. Title to land under the water 'of Lake Erie !
within the territorial limits of Ohio (including artificially filled- !
land) is in the State of Ohio in. trust for_the people _.of the State for j
the public uses to which it may be adapted, subject to the powers of the j
United States, the public rights of navigation, water commerce and i

fishery and the rights of upland owners to wharf out or fill to make use i
of the water. The State is required by statute, af ter appropriate pro-
ceedings, to grant a lease to an upland cwner, 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 filled land on which its Lake
Shore Plant facilities are located, but Cleveland Electric's position, on ,

4
' 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 to 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 Penelee 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 along 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.

(5) The transmission systems of the Operating Companies are located on land,
easements or rights-of-way owned by them. Their distribution systems
also are located, in part, on interests in land owned by them, but, for
the most part, their distribution 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 distribution
system is located on streets and highways, f rom the apparent owner of the
abutting property. Their electric underground 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 acquire as tenant-
in-common owners, and the leasehold interests they have as joint' lessees. . of
certain generating units do not include the right to-require a partition or.
sale for divisien of proceeds of the units without the concurrence of all the
other owners and their respective mortgage trustees and the _ trustees under

_

Cleveland Electric's and Toledo Edison's mortgages.

Item 3. Legal 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".

Vestinghouse Lawsuit. In April 1991, the CAPCO~ Group companies filed a
lawsuit against Westinghouse in_ the United States District: Court for the
Vestern District-of Pennsylvania. The suit alleges that six steam generators'
supplied by Vestinghouse for-Beaver Valley Power Station Units 1 and 2 contain
serious defects, particularly defects causing tube corrosion and crackingc
Steam generator maintenance costs have increased due to these def ects and will
likely continue to increase. The condition of the steam generators is being
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monitored closely. If the corrosion and cracking continue, replacement of the
steam generators could be required earlier than their 40-year design life.
The suit seeks monetary and corrective relief.

General Electric Lawsuit. In August 1991, the CAPCO Group companies filed
suit against General Electric in the United States District Court in
Cleveland alleging that General Electric provided defective design information
relating to the containment vessels for Perry Units 1 and 2. The suit further
alleges that necessary correction of the inadequate engineering services
provided by General Electric caused extensive delays and cost increases in the
construction of the Perry Plant. The suit seeks monetary relief. As
constructed, Ferry Unit 1 is properly designed and safe and has consistently
met or exceeded the requirements of the NRC. -

Item 4. Submission of Matters to a Vote of Security Holders

CENTERIOR ENERGY, CLEVELAND ELECTRIC AND TOLEDO EDISON

None.

PART II

Item 5. Market for Registrants * Common Equity and Related Stockholder Matters

CENTERIOR ENERGY

Market Information

Centerior Energy's common stock is traded on the New York, bidwest and Pacific
Stock Exchanges. The quarterly high and low prices of Centerior common stock
(as reported on the composite tape) in 1991 and 1992 were as follows:

1991 1992

High Low High Low

ist Quarter $19-7/8 S16-7/8 $20 $17-7/8
2nd Quarter 19-7/S 16-1/4 18-5/8 16-3/8
3rd Quarter 18-1/4 15 17-3/4 15-3/4
4th Quarter 19-7/8 17-5/8 20 17-1/8

Share Owners

As of March 17, 1993. Centerior Energy had 168.100 common stock share owners.

Dividends

See Note 13 to Centerior's Financial Statements for quarterly dividend pay-
ments in the last two years.

See Centerior's " Management's Financial Analysis--Capital Resources .and
Liquidity" contained under Item 7 of this Report for a discussion of the
payment of future dividends by Centerior.
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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 paying
dividends on their own common stocks. At December 32, 1992 Cleveland j
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 i

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 i
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 I,

Operating Companies' beliefs are based on present circumstances and on !

assumptions about future events and circumstances, including an assumption '|
that their investment in Perry Unit 2 will not be written off. The Operating ;

Companies have made no projections with respect to 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). i

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
,

i
CENTERIOR EKERGY -j

i

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

,

CLEVELAND ELECTRIC ;

:

The information required by this Item is contained on Pages F-46 and F-47 I

attached hereto. |
!

TOLEDO EDISON

The information required by this Item is contained on Pages F-6B and F-69 4

attached hereto. i
i
i

f
:

f

!

!
:
I
i
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Item 7. Manacement's Discussion and Analysis of Financial Condition and
Results of Operations

:

CENTERIOR ENERGY

The information required by this Item is contained on Pages F-5 F-6 and F-8
attached hereto.

CLEVELAND ELECTRIC !

The information 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
I

' 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 III

, >

Item 10. Directors and Executive Officers of the Registrants '

!
!CENTERIOR ENERGY

!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 I of '

this Report for information regarding the executive officers of Centerior *

Energy. -

>

h
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CLEVELAND ELECTRIC

Set forth below is the name and other directorships held, if any, of each
director 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 I of this Report for informatien regarding the
directors and executive officers of Cleveland Electric. The directors
received no remuneration in their capacity as directors.

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

Edgar H. Maugans
(1992)

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

*Also a director of 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 Of ficers 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.

Robert J. Farling*
Mr. Farling is a director of National City Bank. (1988)

Edgar H. Maugans
(1992)

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

1

Donald H. Saunders I

(1988)

*Also a director of Centerior Energy 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 through 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
6

CENTER 10R 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 Beneficial Number of Common
Owner Shares Owned (1) [

Richard F. Anderson 1,323
Albert C. Bersticker 1,000
Leigh Carter 2,257
Thomas A. Commes 5,000

t

Wayne R. Embry 1,000 t

Robert J. Farling 28,026 (2)
George H. Kaull 4,842

>

Richard A. Miller 17,835 (2) i

Frank E. Mosier 1,458
Sister Mary Marthe Reinhard, SND 2,220 (3)
Robert C. Savage 1,000
Paul M. Smart 3,729
William J. Villiams 1,511 |
Richard P. Crouse 2,781 i

'Murray R. Edelman 20.144
Edgar H. Maugans 11,124
Lyman C. Phillips 2,712 i

All directors and executive ,

officers as a group 156,234 (2) '

!

(1) Eeneficially owned shares include any shares with respect to which voting i

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 I

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 owr. bene-
ficially 0.1% of Centerior's common stock and none of the preferred stock
of Cleveland Electric and Toledo Edison, except for Mr. Crouse who owns 50 '

'

shares of Toledo Edison 8.842 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, 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 officers as a group - 54,651. None of those options have been
exercised as of March 26, 1993.

,

i

!
,
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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) Eeneficially owned shares include any shares with respect to which voting
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 vere co'nsidered to own bene.ficially 0.1% of
Centerior's commen stock and nene 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 after February 28, 1993 upon exercise
of options to purchase shares of Centerior common stock: Mr. Farling -
12,730; Mr. Edelman - 18,870; Mr. Haugans - 1,665: and all directors and i

'
executive officers as a group - 34,747. None of those options have been
exercised as of March 26, 1993.

I

TOLEDO EDISDN

Individual directors of Toledo Edison, the five named executive officers and J

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, 1993: ;

i
.

;
;

I
i
,
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Name of Beneficial Number of Common
Owner Shares Owned (1) t

i
Robert J. Farling 28,026 (2)
Edgar H. Maugans 11,124 (2)
Lyman C. Phillips 2,712 I

IDonald H. Saunders 1,839
Richard P. Crouse 2,781 t

Murray R. Edelman 20,144 ,

"All directors and executive
officers as a group 71,634 (2) i

(1) Beneficially owned shares include any shares with respect to which voting
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 Toledo Edison
as a group were considered to own beneficially 0.1% of Centerior's common
stock. In addition, Mr. Crouse owns 50 shares of Toledo Edison 8.842
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 after February 28, 1993 upon. exercise i

of options to purchase shares of Centerior common stock: Mr. Farling
'

-
,

12,730; Mr. Edelman - 18,870; Mr. Mangans - 1,665; and all other executive
officers as a group - 34,747. None of those options have been exercised [
as of March 26, 1993.

,

!

Item 13. Certain Relationships and Related Transactions ~l

i

CENTERIOR ENERGY, CLEVELAND ELECTRIC AND TOLEDO EDISON !
?

None.

*
PART TV

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

(a) Documents Filed as a Part of the Report
;

1. Financial Statements:

Financial Statements for Centerior Energy. Cleveland Electric and i
Toledo Edison are listed in the Inder to Selected Financial- Data; I

'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 5-1. |
.

k
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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 8-K during the fourth quarter of 1992 as follows: 'j

i

Date Filed i

Date of Report with SEC Items Reported |
l

August 24, 1992 October 6, 1992 Item 5. Other Events: j

1. Regulatory Matters :

(discussion of the terms of the j

joint recommendation, including- j
a rate stabilization program, |

between the Operating Companies !
and certain customer ;

representative groups filed |

with the PUCO) and 2. Ratings i

Downgrade (downgrading of |
Cleveland Electric commercial 1

paper by Moody's Investors |
Service)

October 22, 1992 October 23 1992 Item 5. Other Events:
1. Regulatory Matters
(approval by PUC0 of rate
stabilization program as set
forth in previously filed
joint recommendation)

.l
November 5, 1992 November 5, 1992 Item 5. Other Events:

1. Selected Financial
Information of Toledo Edison
and 2. Selected Financial
Information of Cleveland
Electric
Item 7. Financial Statements
and Exhibits: Exhibit 12(a)
and Exhibit 12(b)

!
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SIGRATURES

Pursuant to the requirements of Section 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 authorized.

CENTERIOR ENERGY CORPORATION
Registrant

March 29, 1993 By *RCEERT J FARLING, Chairman of the
Board, President and Chief
Executive Officer

5Pursuant 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: ) [
* EDGAR H. MAUGANS Executive Vice )

President )
Principal Accounting Officer:
* PAUL G. BUSBY Centroller ) ,

i
Directors: ) [

f* RICHARD P. ANDERSON Director )
!*ALEERT C. BERSTICKER Director )

*LEIGH CARTER Director )

* THOMAS A. COMMES Director ) March 29, 1993
i

* WAYNE R. EMBRY Director ) [
*ROEERT J. FARLING Director ) f
* GEORGE H. RAULL Director ) :

i
* RICHARD A. MILLER Director ) ;

* FRANK E. MOSIER Director ) !

*SR. MARY MARTHE REINHARD, SND Director ) f
I

*ROEERT C. SAVAGE Director )

* PAUL M. SMART Director ) !

* WILLIAM J. WILLIAMS Director ) ,

.

*By J. T. PERCIO [
J. T. Percio. Attorney-in-Fact

t
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SIGNATURES !

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange v

Act of 1934, the registrant has duly caused this report to be signed on its ;

behalf by the undersigned, thereunto duly authorized. ;

THE CLEVELAND ELECTRIC ILLUMINATING COMPANY ,

Registrant (

March 29, 1993 By *LYMAN C. PHILLIPS, 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: )

*LYMAN C. PHILLIPS President and Chief ) t

Executive Officer )

'

Principal Financial Officer: )
t

* EDGAR H. MAUGANS Vice President and )
Chief Financial ) March 29 1993 |
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- Report of Independent Public Accountants

To the Share Owners and Board
of Directors of Centerior Energyo

Corporation:

We have audited the accompanying consolidated bal- method of accounting for nuclear plant depreciation
ance sheet and consolidated statement of preferred in 1991, retroactive to January 1,1991.
stock of Centerior Energy Corporation (an Ohio cor-
poration) and subsidiaries as of December 31,1992 As discussed further in Note 3(c), the future of Perry

Unit 2 is undecided. Construction has been sus-and 1991, and the related consolidated statements of
income, retained earnings and cash flows for each of pended since July 1985. Various opnons are being

the three years in the period ended December 31, e nsidered, induding resuming construction, con-
1992. These hnancial statements and the schedules verting the unit to a nonnudear design, sale of all or
referred to below are the responsibility of the Com, part of the Company's ownership share, or canceling

pany's management. Our responsibility is to express the umt. Management can give no assurance when,

an opinion on these hnancial statements and sched, if ever, Perry Unit 2 will go in service or whether the
ules based on our audits. Company's investment in that urut and a retum

thereon will ultunately be recovered.
We conducted our audits in accordance with generally
accepted auditing standards. Those standards require Our audits were made for the purpose of forming an

,

that we plan and perform the audit to obtain reason- opuuon on the basic hnanaal statements taken as a i

able assurance about whether the hnancial statements whole. The schedules of Centerior Energy Corpora- '

h n and subsidiaries listed in the Index to Schedulesare free of matenal misstatement. An audit includes
examining, on a test basis, evidence supporting the are presented for purposes of com, plying with the
amounts and disdosures in the hnancial statements. Secunb,es and Exchange Commission's rules and are

An audit also indudes assessing the accounting princi. not part of the basic hnancial statements. These i

ples used and significant estimates made by manage- schedules have been subjected to the auditing proce-

ment as well as evaluanng the overall financial dures applied m the audits of the basic fmancal
statement presentation. We believe that our audits statements and, in our opinion, fairly state m all
provide a reasonable basis for our opinion. material respects the finanaal data, required to be set

forth therem in relation to the basic hnancial state- ,

In our opinion, the hnancial statements referred to ments taken as a whole,
above present fairly,in all material respects, the hnan- !
cial position of Centerior Energy Corporation and
subsidianes as of December 31,1992 and 1991, and .

Arthur Andersen & Co. '

the results of their operations and their cash flows for
each of the three years in the period ended December
31,1992, in confortnity with generally accepted ac- Cleveland, Ohiocounting prinoples. IFebruary 12,1993
As discussed further in the Summary of Signihcant i
Accountmg Policies, a change was made in the

i

!

i

,

!

!

!

!

E

i

:

?
,

!

(Centerior Energy) F-2 (Centerior Energy)

;

i
,



Summary of Significant Accounting Policies-

GENERAE nudear fuel disposal costs are being recovered
Centerior Energy Corporation (Centerior Energy) is a through the base rates.

n
holding company with two electric utilities es subsid- Ihe Operating Companies defer the differences be-
iaries, The Oeveland Electric Illuminating Company tween actual fuel costs and estimated fuel costs cur-
(Oeveland Electric) and The Toledo Edison Com- rently being recovered from customers through the
pany (Toledo Edison). The consolidated fmancial fuel factor. This matches fuel expenses with fuel-
statements also indude the accounts of Centenor En- related revenues.
ergy's other wholly owned subsidiary, Centerior Ser-
vice Company (Senice Company), and Oeveland
Electric's wholly owned subsidianes. The Service DETERRED CARR)7NG CHARGES
Company provides management, financial, admmas. AND OPERATING EXPENSES
trative, engineering, legal and other services at cost to As discussed in Note 6, the January 1989 PUCO rate
Centerior Energy, Oeveland Electnc and Toled orders for the Operating Companies induded ap-
Edison. Geveland Electric and Toledo Edison (Oper- pmved rate phase-in plans for their investments in
ating Companies) operate as separate comparues. Perry Nudear Power Plant Unit 1 (Perry Unit 1) and

,

each sening the customers m its senice area. The Beaver Valley Power Station Unit 2 (Beaver Valley
,

,

preferred stock, first mortgage bonds and other debt Unit 2). These plans called for the Operating Compa-
obligations of the Operating Companies contmue to nies to begin deferring in January 1989 operating
be outstanding secunties of the issuing utility. All expenses and both interest and equity carrying
sigruficant intercompany items have been eliminated charges on deferred rate-based investment. These de-
in consolidation. ferrals, called phase-in deferrals, will be amortized ;

Centerior Energy and the Operating Companies foi- and recomed by December 31,1998. Previously, the
low the Uniform System of Accounts prescribed by PUCO authonzed the Operating Companies to defer
the Federal Energy Regulatory Commission (FERC) operating expenses and canying charges for Peny
and adopted by The Public Utilities Commission of Unit 1 and Beaver Valley Unit 2 from their respective
Ohio (PUCO). As rate-regulated utilities, the Operat. in-service dates in 1987 through December 1988. The
ing Companies are subject to Statement of Financial amortization and recovery of these deferrals, called
Accounting Standards (SFAS) 71 which govems pre-phase-in deferrals, also ber,an in January 1989 and !

accounting for the effects of certain types of rate will continue over the lives of the related property. '

regulation. The Service Company follows the Unifonn Begmning in January 1992, the Operating Companies
System of Accounts for Mutual Service Companies deferred charges for depreciation, property taxes and
presenbed by the Secunties and Exchange Comnus- interest carrying charges related to plant placed insion (SEC) under the Public Utility Holding Com- ,, ice afe Fhy E 1988 ud M yet induded -

pany Act of IM in rate base. The PUCO authonzed these deferrals in
'

The Operating Companies are members of the Central October 1992 under a Rate Stabilization Program.
Area Power Coordmation Group (CAPCO). Other Similar deferrals may be recorded through December !

members include Duquesne Light Company (Du- 31,1995. Amortization and recovery of these defer-
quesne), Ohio Edison Company (Ohio Edison) and rals will occur over the average life of the assets and
Ohio Edison's wholly owned subsidiary, Penn- will commence with future rate recognition. See Notes
sylvania Power Company (Pennsylvania Power). The 6 and 13. Toledo Edison is also deferring operating
members have constructed and operate generation expenses equivalent to an accumulated excess rent
and transmission facilities for their use. reserve for Beaver Valley Unit 2 over a 39-month

period commencing October 1,1992. Amortization
REYENIIES and recovery of this deferral will occur over the unit's

remaining lease term beginning in 1996. See Note 6.
Customers are billed on a monthly cyde basis for their
energy consumption based on rate schedules or con-
tracts authorized by the PUCO or on ordinances of DEPRECIATION AND AMORTIZATION
individual municipahties. An accrualis made at the The cost of property, plant and equipment is depreci-
end of each month to record the estimated amount of ated over their estimated useful lives on a straight- ,

unbilled revenues for kilowatt-hours sold in the cur- line basis. The annual straight-line depreciation pro-
rent month but not billed by the end of that month. vision for nonnuclear property expressed as a per-
A fuel factor is added to the base rates for electric cent of average depreciable utilitv plant in service was
service. This factor is designed to recover from cus- 3A% in both 1992 and 1991 and 3.3% in 1990. Effec-
tomers the costs of fuel and most purchased power. It tive January 1,1991, the Operating Companies, after

,

is reviewed and adjusted semiannually in a PUCO obtaining PUCO approval, changed their method of
proceeding. accounting for nuclear plant depreciation from the-

units-of-production method to the straight-line
method at about a 3% rate. This change decreasedTHEL EXPENSE 1991 depreciation expense 536 rmilion and mcreased

The cost of fossil fuel is charged to fuel expense based 1991 net income 528 million (net of 58 million of
on inventory usage. The cost of nuclear fuel,indud- income taxes) and earnings per share 5.20 from what
ing an interest component,is charged to fuel expense they otherwise would have been. The PUCO subse-
based on the rate of consumption. Estimated future quently approved in 1991 a change to lower the 3%
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rate to 2.5% retroactive to January 1,1991. See tized over the terms of leases. These amortizations
Note 13. and the lease expense amounts are recorded as other

The Operatmg Companies use extemal funding of perati n and mhance enses. M Wte &
future decommissioning costs for their operating nu-
clear units pursuant to a PUCO order. Cash contri- INTEREST CHARGES
butions are made to the trust funds on a straight-line Debt Interest reported in the income Statement does

'

basis over the remaining licensing period for each not include interest on obligations for nuclear fuel *

unit. The current level of expense being funded and under construction. That interest is capitalized. See :
recovered from customers over the remaining licens- Note 5.
ing periods of the units is approximately 58 million
annually. Amounts currently in rates are based on Losses and gains realized upon the reacquisition or

bast estimates of decommissioning costs of $122 mil.
redemption of long-term debt are deferred, consistent

on in 1986 dollars for the Davis-Besse Nuclear Power with the regulatory rate treatment. Such losses and !

Station (Davis-Besse) and 572 million and 563 mil. gains are either amortized over the remainder of the
lion in 1987 dollars for Perry Unit 1 and Beaver Valley original life of the debt issue retired or amortized
Unit 2, respectively. Actual decommissioning costs over the life of the new debt issue when the proceeds '

are expected to signibcantly exceed these estimates. of e new issue are used for the debt redemption. The '

We expect to complete our assessment of these esti_ amortizations are induded in debt interest expense. ;
mates in 1993 to update the decommissioning cost i
amounts and to continue to satisfy the external fund- FEDERAL INCO3fE TAXES
ing requirements. It is expected that increases in il,e
cost estimates will be recoverable m future rates. The Financial Accounting Standards Board (FASB)
The present funding requirements for Beaver Valley issued a new standard for accounting for income taxes '

Unit 2 also satisfy a similar commitment made as (SFAS 109) in February 1992. We adopted the new
part of the sale and leaseback transaction discussed m. standard in 1992. The new standard amends.certain

!

Note 2. In the Balance Sheet at December 31,1992, provis}ons of SFAS 96 previously adopted m 1988. i
Accumulated Depreciation and Amortization in- Adoption of the new standard in 1992 did not materi- ;

cluded 558 million for the cumulative total of decom- aHy affect our results of operations, but did affect
missioning costs previously expensed and the certam Balance Sheet accounts. See Note 7. ,

earnings on the external funding. This amount ex- The financial statements reflect the liability method of i

ceeds the Balance Sheet amount of the extemal Nu- accounting for income taxes. This method requires
clear Plant Decommissioning Trusts because the that deferred taxes be recorded for all temporary
reserve began prior to the extemal trust funding, differences between the book and tax bases of assets i

and liaoilities. The majority of these temporary dif- i

PROPERTY, PLANT AND EQUIPAfENT ferences are attributable to property-related basis dif- [ferences. Included in these basis differences is the
Property, plant and equipment are stated at original equity component of AFUDC, which willincrease

,

cost less any amounts ordered by the PUCO to be future tax expense when it is recovered through rates. !
written ofL Construction costs include related payroll Since this component is not recognized for tax pur- ;

taxes, pensions, fringe benefits, mana;;ement and poses, we must record a liability for our tax obliga- '

general overheads and allowance for tunds used dur- tion. The PUCO permits recovery of such taxes from -

ing construction (AFUDC). AFUDC represents the customers when they become payable. Therefore,
estimated composite debt and equity cost of funds the net amount due from customers through rates has !
used to finance construction. This noncash allowance been recorded as a regulatory asset in deferred ;
is credited to income, except for certain AFUDC for charges and will be recovered over the lives of the :
Perry Nuclear Power Plant Unit 2 (Perry Unit 2). See related assets. I

Note 3(c). The AFUDC rates averaged 10.8% in 1992,
10.7% m 1991 and 10.8% m 1990. Investment tax credits are deferred and amortized

over the estimated lives of the applicable property I
Maintenance and repairs are charged to expense as as a reduction of depreciation expense. See Note 6 iincurred. The cost of replacing plant and equipment is for a discussion of the amortization of certain |charged to the utility plant accounts. The cost of unrestricted excess deferred taxes and unrestricted

'

property retired plus removal costs, after deducting investment tax credits available after 1998 under the
any salvage value,is charged to the accumulated Rate Stabilization Program.
provision for depreciation. j

RECLASSITICATIONS
DETERRED CAIN AND LOSS TROAf
SALES Of UTILIT1 PLANT Certain reclassifications were made to prior years !

hnancial statements to make them comparable with !
The sale and leaseback transactions discussed in Note the 1992 financial statements. A reserve for Perry Unit - !2 resulted in a net gain for the sale of the Bruce 2 AFUDC, which was previously reported under !
Mansheld Generating Plant (Mansfield Plant) and a Deferred Credits in the Balance Sheet, was reclassi-
netloss for the sale of Beaver Valley Unit 2. The net hed as an offset against the Perry Unit 2 asset balance.
gain and net loss were deferred and are being amor- See Note 3(c). [

;

i
;

f
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- Management's Financial Analysis |
c

RESULTS OF OPERATIONS We face further challenges in the years to come. In i

. 1994, expense deferrals provided in the 1989 agree- 'o
&fmN ment will cease. The amortization of the deferrals
In recent years, our efforts to add our substantial taken from 1989 through 1993 will also begin and
nudear investment to rate base while maintaining a continue through 1998. The amortization schedule ;

competitive rate structure have resulted in a series provides for $27 million in 1994, increasing to $318
of agreements with the major intervenors in our million in 1998. An additional 539 million of
rate cases. One agreement was approved by the expense deferrals for 1990 and 1991, related to

,

PUCO in January 1989 and is described more fully cettain provisions of the phase-in plans, will be '

in Note 6. It established our rate phase-in plans to amortized and recovered by December 31,1998. In .

recognize in rates our allowed investment in Perry additic,n, we are still confronted with competitive !

Unit I and Beaver Valley Unit 2. The phase-in threats from municipal electric systems within our ,

plans increased revenues and cash flows but were service territory and from cities contemplating
designed to have a relatively neutral impact on creation of their own electric systems. Although the
camings. Gains in revenues were to be initially rate of inflation has eased in recent years, we are
offset by a reduction in the deferral of operatmg still affected by even modest inflation which causes
expenses and carrying charges and subsequently increases in the unit cost of labor, materials and

i
offset by the amortization of such deferrals. A key services.
assumptmn underlying the phase-ia plans was To combat the forces described above, we have

.that revenm would increase as a result of pro-
ected sale wth. When sales decreased pnma- embarked on the following course. Reductions in [

rtly becaust u a sluggish economy, eamings were other operation and maintenance expenses and r

adversely affected. capital expenditures were implemented in 1991 and
1992 and will be vigorously pursued in 1993 and

A number of other factors also exerted a negative beyond. We will further reduce staffing levels and
influence on earnings. These factors included the look to improve efficiency of operations wherever i

'recording of nudear plant deprec2ation at levels in possible. We are aggressively attempting to in-
excess of that reflected m rates, the recordmg of crease revenues by seeking additional long-term
depreciation and interest charges on facilities power sales agreements with wholesale customers
placed in service after February 1988 as current and by exploring vanous corporate asset transac-
expenses even though such items were not bemg tions. The Energy Policy Act of 1992 (Energy (

recovered in rates and the effect of inflation on Act), which requires utilities to transmit electricity
expenses. Also, Ue r ed to meet competitive from wholesale suppliers to wholesale customers, -

farces, coupled with a desire to encourage eco- will provide new opportunities for us to make ,

nomic growth m our service area, prompted us to wholesale power transactions. To counter munici-
reduce rates for various communities and certain pal electric system initiatives, we have continued
industrial and commercial customers. programs that demonstrate the value inherent in
We determined that the best solution to address our service, beyond what one might expect from a
these factors was to delay rate increases and imple- municipal system. Such programs include provid-
ment cost-reduction and revenue-enhancement ing services to communities to help them retain :

strategies Furthermore, we sought PUCO ap- and attract businesses, providing cs,nsulting ser-
proval of regulatory accountinF measures designed vices to customers to improve their energy effi-
to recognize the effects of a delay in rate recovery ciency and developing demand-side management ;

of certain costs and provide a better match of programs.
current revenues and operating expenses. In 1991,
we obtamed pUCO approval to change the method increases in sales are expected to be moMt with 6

annual sales growth projected at about 1-2% for the '

and rate of accrumg nudear plant depreciation. In
October 1992, the PUCO approved a Rate Stabih,- next several years, depending upon the economic

climate in our service area. Recognizing the factzation Program, which was supported by certam that costs can be reduced only so far and thecustomer representative groups, as discussed in
Note 6. Under the terms of the Rate Stabilization I mitations imposed by our sales forecasts and com-

Program, we agreed to freeze base rato until 1996 petition in the wholesale power market, rate in- ,

and to limit rate increases through 1998. In ex- creases will be necessary eventually to recognize

change, we are permitted to defer and subse- the cost of our new capital investment, including
that being deferred under the Rate Stabihzationquently recover certain costs not currently

recovered m rates and to accelerate amortization of Program, and inflation.

certain benefits. However, our ability to utilize We believe that our Rate Stabilization Program and
,

these regulatory accounting measures is dependent our strategies to reduce costs and increase reve- <

upon our taking significant actions to reduce costs nues give us the opportunity to improve our com- '

and increase revenues. It is also dependent upon an petitive position and our eamings. Nevertheless,
ongoing determination that recovery of the de- we operate in a changing industry and market. We

,

ferred costs in rates is probable. must monitor the impact of these changes on our j
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strategy and the continued appropriateness of the The federal income tax provision for nonoperating >

regulatory accounting provided by our various income decreased because of lower carrying !

agreements. charge credits and a greater tax allocation of inter- '|
est charges to nonoperating activities. Credits for 'j

1992 vs.1991 carrying charges recorded in nonoperating income :

decreased pnmarily because of lower phase-in car- 1

Factors contributing to the 4.8% decrease in 1992 rying charge credits. Interest charges decreased as j
operating revenues are as follows: a result of debt refmancings at lower interest rates !

o$otbo *M b"'' 'W'''M N'**i"S ''9"5''**Decrease in operating Revenues

Sales Volume and Mix , . . 5 79 |
Base Rates and Miscellaneous - 32 i

1991 vs.1990Fuel Cost Recovery Revenues . . 11 |
E Factors contributing to the 5.5% increase in 1991 |

operating revenues are as follows:'
The revenue decreases resulted primarily from the Milhons i

|different weather conditions in both years and the 1""" i" OP"""# R**5 d M"5

changes in the composition of the sales mix Base Rates and Miscellaneous ... .... 5 86 ,

among customer categories. Weather accounted for Sales Volume and Mix . ... . 28 :

N 'S'I' S*l'5 - - 19 iapproximately $77 million of the lower 1992 reve- "

nues. Winter and spring in 1992 were milder than H3_3, !

in 1991. In addition, the 1992 summer was the f

coolest in 56 years in Northern Ohio as contrasted The increases in base rates and miscellaneous i
with the summer of 1991 which was much hotter '

revenues resulted primarily from rate increases in
the January 1989 PUCO rate orders for the f

than normal. As a result, total kilowatt-hour sales
decreased 1.1% m 1992. Residential and commercial O rating Companies as discussed in Note 6. Total i
sales decreased 45% and 1.3%, respectively, as ki watt-hour sales increased 1.1% in 1991. !

moderate temperatures m 1992 reduced electric Residential and commercial sales increased 4.7% !heating and coohng demands. Industrial sales were and 4.8%, respectivelv, as a result of higher usa e :
vutually the same as m 1991 as sales increases t of cooling equipment in response to the unusua ysteel producers and auto manufacturers of 10.9% warm late spring and' summer 1991 temperatures.

'|
and 2.7%, respectively, offset a decline m sales t The commercial sales increase was also influenced i
other mdustrial customers. Other sales mereased by some improvement in the economy for the [2.3% because of mcreased sales to wholesale cus- commercial sector. Industrial sales declined 5% '!
tomers. Operating revenues m 1991 meluded the largely because of the recession-driven slump in '

recognition by Toledo Edison of $24 million of the steel, auto and chemical industries. Other sales ' ideferred revenues over the period of a refund t increased S.5% because of increased sales to icustomers under a provision of its January 1989 rate wholesale customers and public authorities. -*

order. No such revenues were reflected m 1992 as !
the refund period ended in December 1991. The Operating expenses increased 3% in 1991. The
decreases m 1992 fuel cost recovery revenues re- increase was mitigated by a reduction of 562 1sulted primarily because of the good performance million in other operation and maintenance j
of our generating units, which m, turn decreased expenses, resulting primarily from cost-cutting

~

our fuel cost factors. The weighted averages of measures. Offsetting this decrease were an increase tthese factors decreased approximately 3% for the in federal income taxes because of higher pittax
'

Operating Companies. operating income; an increase in fuel and pur-
Operating expenses decreased 4% in 1992. Lower chased power expense resulting primarily from [
fuel and purchased power expense resulted from increased amortization of previously deferred fuel ;

less amortization of previously deferred fuel costs costs over the amount amortized in 1990; an in-
|

than the amount amortized in 1991 and lower crease in taxes, of 3er than fedmi meme taxes, :

generation requirements stemming from less elec- resulting from high- gwperty and gros receipt |
tric sales. A reduction of $17 million in other opera- taxes and accruak sor Pennsylvania tax increases .

tion and maintenance expenses resulted primarily enacted in August 1991; and lower operating ex-
.'from cost-cutting measures. Federal income taxes pense deferrals for Perry Unit I and Beaver Valley

decreased because of the Rate Stabilization Pro- Unit 2 pursuant to the January 1989 rate orders. ,

gram's amortization of certam tax benefits and the !
effects of adopting SFAS 109 in 1992. These de- Credits for carrying charges recorded in !

creases were partially offset by higher depreciation nonoperating income decreased in 1991 because a i

and amortization, caused primarily by the adop- greater share of our investments and leasehold
tion of SFAS 109, and by higher taxes, other than interests in Perry Unit I and Beaver Valley Unit 2 .[
federal income taxes, caused by increased Ohio were recovered in rates. The federal income tax .

pedy and gross receipts taxes. Deferred operat- provision for nonoperating income increased j
ing expenses increased as e result of the deferrals mainly because the 1990 provision was reduced 538 :

under the Rate Stabilization Program as mentioned million for unamortised investment tax credits on {
in Note 6. the 1988 write-off of nuclear plant irvestments. r
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'CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

- Income Statement
- For the vears ended December 31. ;

1992 1991 1990 !

(millions of dollars.
except per share amounts)o ,

Operating Revenues , ,.. .. . . 52.438 $2,560 $2,427

Operating Expenses
Fuel and purchased power. . . . 473 500 472
Other operation and maintenance . . .. . 784 801 863 )

Total operation and maintenance . . .. . . 1,257 1,301 1,335 |
Depreciation and amortization . . . ... 256 243 242 ;

. . .. .. 318 305 283 !. Taxes, other than federal income taxes .
Deferred operating expenses, net .. . . (52) (6) (34) |
Federal income taxes . .. . . . 122 138 96 !

1.901 1.981 1,922
;

Operating income . . . .. 537 579 505 |
Nonoperating income

Allowance for equity funds used during construction . . 2 9 8 ;

Other income and deductions, net . . . . 9 6 (1) *

Deferred carrying charges. . ... 100 110 205 j
Federal income taxes - credit (expense) . . .. . (7) (30) (13) >

104 95 199 :

Income Before Interest Charges a.sd Preferred Dividends. 641 674 704
|

Interest Charges and Preferred Dividends |
Debt interest . .. .. .. . . . . 365 381 384 ;

Allowance for borrowed funds used during construction . . (1) (5) (6) |
Prefened dividend requirements of subsidiaries . .. 65 61 62

429 437 440 -}

Net income . . .. .. , .. . . . S 212 5 237 5 264 *

Average Number of Common Shares Outstanding (millions) . ... . 141.7 139.1 138.9

Earnings Per Common Share . .. . . . 5 1.50 5 1.71 % 1.90 I

Dividends Declared Per Common Share ... . . 5 1.60 . $ 1.60 $ 1.60 .
|
!
!

- Retained Earnings | *

For the years ended December 31,
,

1992 1991 1990 !
!

(milhons of do!!ars)
'

Balance at Beginning of Year . . . . . S 669 % 655 5 614

Additions ;

Net income . .. . 212 237 264

Deductions
Common stock dividends. . . . (226) (222) (222) ,

Other, primarily preferred stock redemption expenses of subsidiaries . (3) Q) (1)
Net Increase (Decrease) . . . .. (17) 14 41

Balance at End of Year .. .. S 652 % 669 5 655

:

The accompanying notes and summary of signihcant accouming policies are an integral part of these statements.

,

t

!
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- Management's Financial Analysis |

CAPITAL RESOURCES AND LIQUIDITY material adverse effect on our liquidity. See Note
3(d)."

We need cash for normal corporate operations, the
mandatory retirement of securities and an ongoing We expect to be able to raise cash as needed. The
program of constructing new facilities and modi- availability and cost of capital to meet our external
fying existing facilities. The construction program hnancing 'needs, however, depends upon such
is needed to meet anticipated demand for electric factors as financial market conditions and our credit
service, comply with governmental regulations ratings. Apparently, the market perceives the Op-
and protect the environment. Over the three-year erating Companies as having a greater risk than
penod of 1990-1992, these construction and their credit ratings would indicate. Therefore, in
mandatory retirement needs totaled approximately 1992, the Operating Companies had to offer interest
$1.3 bilhon. In addition, we exercised various cP- and dividend rates on certain of their new debt
tions to redeem and purchase approximately 51 and preferred stock securities which were signifi-
billion of our securities. cantly higher than those that would be expected
We raised 52.1 billion through security issues and for securities having the credit ratings of the Oper-
term bank loans during the 1990-1992 period as ating Companies. Current securities ratings for
shown in the Cash Flows statement. During the the Operating Companies are as follows:
three-year period, the Operating Companies also Standard Mxdy's
utilized their short-term borrowing arrangements &Pws Investors
(explained in Note 11) to help meet their cash Corporation Service
needs. The Operating Companies had 550 million

Cleveland Electricof short-term bonowings outstanding at December
3), 1992, Hrst mortgage bonds BBB- Baa3

Unsecured notes .. BB+ Bal
Estimated cash requirements for 1993-1995 for Preferred stock . .. BB+ bal
Cleveland Electnc and Toledo Edison, respectively,
are 5658 million and 5203 million for their con- Toledo Edison
stmetion programs and 5627 million and $154 mil- nrst mortgage bonds . . BBB- Baa3
lion for the mandatory redemption of debt and Unsecureu notes . BB+ Bal
preferred stock. Cleveland Electric and Toledo Preferred stock . . BB+ ba2
Edison expect to 6 nance externally about 75% of
their total 1993 cash requirements of approximately The ratings of Moody's Investors Service, Inc. for
5530 million and 5118 million, respectively. About Cleveland Electric set forth above reflect a down-
50-60% of the Operating Companies' 1994 and grade in February 1993.
1995 requirements are expected to be financed ex-
ternally. If economical, additional securities may be Barring unforeseen circumstances, we believe that
redeemed under optional redemption provisions. the 1989 rate agreement and the 1992 Rate Stabilie

See Notes 10(d) and (e) for information concern. zation Program afford us a reasonable opportunity
ing limitations on the issuance of preferred stock to take the significant actions necessary to achieve
and debt. fmancial results which should permit Centerior

. . Energy to continue the current quarterly common
Our capital requirements after 1993 will depend on stock dividend of 5.40 per share. Nevertheless,
our implementation strategy to achieve comph- dividend action bv our Board of Directors will
ance with the Clean Air Act Amendments of 1940 continue to be decios ~ on a quarter-to-quarter basis
(Clean Air Act). Expenditures for our optimal after the evaluation of fmancial results, potential
plan are estimated to be approximately 5208 rml' eaming capacity and cash flow. A write-off of our
lion over the 1993-2002 period. See Note 3(b). investment in Perry Unit 2, as discussed in Note
The Operating Companies are aware of their po- 3(c), would not reduce our retained earnings suffi-
tential invohement in the cleanup of nine hazard- ciently to impair our ability to declare common
ous waste sites. However, we believe that the stock dividends and would not affect our cash
uhimate outcome of these matters will not have a flow.

(Centerior Energy) F-8 (Centerior Energy)

1,



-

,

CENTER 10R ENERCY CORPORATION AND SUBSIDIARIES
Cash Flows-

For the years ended I

Decembedl, ;

1992 1991 1990 ;
o

tmilhora of dollars)
Cash Tiows from Operating . Activities (1)

Net income . . .. . . 5 212 5 237 $ 2(4 ;
'

Adjustments to Reconcile Net income to Cash from Operating Activities:
'

Depreciation and amortization . 256 243 242

Deferred federal income taxes 95 85 142 i

investment tax credits, net (14) 43 (34) !

Deferred and unbilled revenues. . . (6) (51) (61)
Deferred fuel . .. I 18 (12)

'

Deferred carrying charges . (100) (110) (205)
Leased nuclear fuel amortization . . 126 123 84

Deferred operating expenses, net . (52) (6) (34)
Allowance for equity funds used during construction. . (2) (9) (8)
Pension settlement gain. .

- - (41) i

Changes in amounts due from customers and others, net . 7 14 (26)
'

Changes in inventories. . (10) (22) (29) i

Changes in accounts payable . . . (5) (49) 46 |
Changes in working capital affecting operations 8 19 (25)

-

Other noncash items . . . 3 1 7 |

Total Adjustments. . 307 299 46 |

Net Cash from Operating Activities . 519 536 310

Cash Flows from Tinancing Activities (2.)
Bank loans, commercial paper and other short-tenn debt . 50 (110) 110

'
Debt issues:

First mortgage bonds . 600 - 167 |

Secured medium-term notes . . . 138 285 338
Term bank loans and other long-term debt. . 135 108 31 ;

Preferred stock issues . 74 125 -
.

Common stock issues. 53 32 -

Reacquired common stock. (3) - (26)
Maturities, redemptions and sinking funds . . . (1,013) (312) (395)
Nuclear fuel lease obligations. . . (11'?) (116) (99)
Common stock dividends paid. . (226) (222) (222) .

Premiums, discounts and expenses . (14) (7) (7)
Net Cash from Financing Activities _ (323) (217) (103)

Cash Flows from investing Activities (2)
Cash applied to construction .. . . (200) (189) (237) i

Interest capitalized as allowance for borrowed funds used dunng construction . (1) (5) (6) >

Sale and leaseback restructuring fees . . (43) - -

'

Other cash applied . (36) (1) (14)
Net Cash from Investing Activities . (280) (195) (257) ,

Net Change in Cash and Temporary Cash investments . (84) 124 (50)

Cash and Temporary Cash investments at Beginning of Year 177 53 103

Cash and Temporary Cash investments at End of Year. 5 93 5 177 5 53

(1) Interest paid (net of amounts capitalized) was $299 million,5339 million and 5297 milhon in 1992,1991 and
1990, respectively. Income taxes paid were 532 million,557 million and 521 million in 1992,1991 and 1990,
respectively. >

(2) Increases in Nuclear Fuel and Nuclear Fuel Lease Obligations in the Balance Sheet resulting from the noncash
capitalizations under nuclear fuel agreements are excluded from this statement. ,

The accompanying notes ano summary of signif cant accounting policies are an integral part of this statement.

(Centerior Energy) F-9 (Centerior Energy)

i
;

m __



_ _ _ _ _ _ _ _ _ _ . _ . _ _ _ . _ . _ _ . _. ________ ____ _________ _ __ - _ _. . .. ..

- Balance Sheet

December 31.
1992 1991

'
(milhons of dollars)

ASSETS

Property, Plant and Equipment
Utility plant in service. .. .. . . .. . . .. 5 9,449 5 8,588

Less: accumulated depreciation and amortization . . . .... . .. . 2,488 2,274

6,961 6,614
Construction work in progress . . . . .. . . 167 215
Perry Unit 2. . . . . . . .. . .. . 614 638

7,742 7,467
Nuclear fuel, net of amortization . . . . . . ... . .. . .. 385 458
Other property, less accumulated depreciation . . . . .. ... . . 39 45

8.166 7,970

Current Assets
Cash and temporary cash investments .. . . . 93 177
Amounts due from customers and others, net. . . .. . . .. 222 229
Unbilled revenues .. . . . . . 114 108
Materials and supplies, at average cost . . .... . . . .. . 129 126
Fossil fuel inventory, at average cost . . 65 58. . . .. . ..

Taxes applicable to succeeding years. . . .. .. . ... . 247 234
Other. . ... . .. .. .. .. . . . .. . . . 7 9

877 941

Deferred Charges and Other Assets !
Amounts due from customers for future federal income taxes. . .. ... .. 975 1,146
Unamortized loss from Beaver Valley Unit 2 sale. .. . .. . .. 110 114
Unamortized loss on reacquired debt .. . . . . . . . .. 101 T3
Carrying charges and operating expenses, phase-in . . . . .... .. ... . 646 762
Carrying charges and operating expenses, other. . . . .. . . . . .. 687 613
Nuclear plant decommissioning trusts. . . .. . . ... 42 32
Other. . .... . .. . . .. . . . . .. . . 267 176

3.028 2.918

Total Assets. . .. . . . .. (12,071 511.829

| The accompanying notes and summary of significant accounting policies are an integral part of this statement.
|

|
|
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CENTERIOR ENERGY CORPORATIO:4 AND SUBSIDIARIES

December 31.
1992 1991

(millions of dollars)

CAPITALIZATION AND LIABILITIES
Capitali:ation

Common shares, without par value (stated value of $274 million and $221 million for
1992 and 1991, respectively): 180.0 million authorized; 142.9 million (excluding 2.7
million shares in Treasury) and 140.2 million (excluding 2.5 million shares in i

$ 2,237 $ 2,186Treasury) outstanding in 1992 and 1991, respectively . .. . . .. . .

Retained eamings. . .. . . . .. . 652 669

Common stock equity .. . .. . . . ... . . 2,889 2,855
Preferred stock |

'With mandatory redemption provisions . . .... 364 332
Without mandatory redemption provisions . . . . 354 427

Long-term debt . . . .. . .. . . . 3.694 3.841

7,301 7,455

Other Noncurrent Liabilities
Nuclear fuel lease obligations . . . . . . . 303 341
Other. . .. .. . . . . .. .. . ... . . 119 83

422 424

Current Liabilities
Current portion of long-term debt and preferred stock . . . . . . 368 216
Current portion of nuclear fuel lease obligations . . . 118 145
Notes payable to banks and others . . . . .. 50 -

Accounts payable . . . ... . .. . . .. 143 148
Accrued taxes . . . . . . .. . . . . . . 368 351
Accrued interest . .. .. . ... . ... . . . . . . 84 84
Other. . . . .... ....... . . . . .. .. ... . . 59 58

1,190 1,002

Deferred Credits
Unamortized investment tax credits . . . . . . . .. . . . . . . 3L 366
Accumulated deferred federal income taxes . . . . .. . .. . .. 2,035 1,785
Unamoruzed gain from Bruce Mans 6 eld Plant sale . . . .. . . 578 602
Accumulated deferred rents for Bruce MansSeld Plant and Beaver Valley Unit 2. 116 131
Other. .. .. . ... .. . .. . . -. .. . .. . . . . 76 64

3,158 2,948

Total Capitalization and Liabilities. .. . . .. . . 512,071 $11.829

(Centerior Energy) F-11 (Centerior Energy)
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-! Statement of Preferred Stock "" " " " " * " "^" "*" S*S"^"*S
1

Cunent
1992 Shares Call Price December 31,

Outstanding Per Share 1992 1991o

CLEVEL,4ND ELECTRIC (milhons of dollm)
Without par value,4,000,000 preferred shares authorized

Subject to mandatory redemption:
.. . . 160,000 $ 101.00 $ 16 5 175 7.35 Series C.

88.00 Series E. 24,000 1,026.78 24 .27

Adjustable Senes M .. 300,000 101.00 30 39
9.125 Senes N .. 750,000 104.06 74 74

91.50 Series Q . 75,000 - 75 75 ;

SS.00 Series R. . 50,000 - 50 50 !

90.00 Series S. . 75,000 - 74 - i

343 282 i

Less: Current maturities 29 14 1

314 268 f
Not subject to mandatory redemption: |

5 7.40 Series A 500.000 101.00 50 50
7.56 Series B . . . . 450,000 102.26 45 45 :

Adjustable Series L. . .. . . 500,000 103.00 49 49 j

Remarketed Series P. .. . .. . 97 100,000.00 9 73 :

153 217 [
Less: Current maturities 9 - i

144 217 |

TOLEDO EDISON i
!5100 par value,3,000,000 preferrad shares authorized and $25 par value,

12,000,000 preferred shares authorized . ';

Subject to mandatory redemption: !
$100 par 511.00 . . . . . . - - - 3 4

9.375 116,800 102.96 12 13 |. .. .

2,000,000 26.25 50 50 ;25 par 2.81 .. ..

62 66 '

Less: Current maturities 12 2 j

50 64

Not subject to mandatory redemption: 1

5100 par 5 4.25 160,000 104.625 16 16 !...

50,000 101.00 5 5 !436 .. .

!4.25 .. . 100,000 102.00 10 10
832 .... . 100,000 102.46 10 10
7.76 . 150,000 102.437 15 15
7.80 .. .. . 150,000 101.65 15 '15 -

10.00 . 190,000 101.00 19 19 )
25 par 2.21 . . 1,000,000 25.25 25 25

,

2.365 . . 1,400,000 27.75 35 35 i

Series A Adjustable . . 1,200,000 25.75 30 30
Series B Adjustable. . 1,200,000 25.75 30 30

210 210

CENTERIOR ENERGY j
Without par value,5,000,000 preferred shares authorized, none outstanding . . .,.

- - -

Total Preferred Stock, with Mandatory Redemption Provisions . . . . , . .. .. .. . 5364 5332

...... ... . $354 S427Total Preferred Stock, without Mandatory Redemption Provisions
I

The accompanying notes and summary of significant accounting policies are an integral part of this statement. i

|

!

I
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|- Notes to the Financial Statements ;

| .

| (1) PROPERTY OWNED WITH OTHER UTILITIES AND INVESTORS i
! o i

The Operating Companies own, as tenants in common with other utilities and those investors who are owner- ;

participants in various sale and leaseback transactions (Lesson,), certain generating units as listed below. Each !

owner owns an undivided share in the entire unit. Each owner has the right to a percentage of the generating *

capability of each unit equal to its ownership share. Each utility owner is obligated to pay for only its respective
share of the construction and operating costs. Each Lessor has leased its capacity rights to a utihty which is
obligated to pay for such Lessor's share of the construction and operating costs. The Operating Companies' share r

of the operating costs of these generating units is included in the income Statement. Property, plant and
equipment at December 31,1992 includes the following facilities owned by the Operating Companies as tenants
in common with other utilities and Lessors: [

Construction
Owner- Work in

in- Owner- sf ip Plant Progress
Semte shtr Mega. Power in a.sd Accumulated

Generating Unit Date Sharr u atts Source Sermcr Suspended Deprecnatwn

(miPsons of donars)
| In Service.

Seneca Pumped Storage. 1970 80 00% 351 Hydro 5 62 5 1 $ 20
Eastlake Umt 5. . . . ... . 1972 68 80 411 Coal 155 1 -

Perry Urut 1 and Common Facihties . 1987 51 02 609 Nuclear 2,817 7 407
Beaser Valley Unit 2 and Common f acihties

(Note 2) 1987 26 12 214 Nuclear 1.480 4 215 i

Construction suspended. '

Perry Unit 2 (Note 3(c)). Uncertam 64 7e 780 Nuclear - 614 -
,

'
54.514 5627 5642

Depreciation for Eastlake Unit 5 has been accumulated with all other nonnuclear depreciable property rather than
by specific units of depreciable property.

(2) UTillTY PLANT SALE AND LEASEBACK TRANSACTIONS

The Operating Companies are co-lessees of 18.26% Unit 2 were refmanced through a tender offer for
(150 megawatts) of Beaver Valley Unit 2 and 65% the outstandmg SLOBS and the sale by another
(51 megawatts), 45.9% (358 megawatts) and special purpose corporation of new bonds having a
4438% (355 megawatts) of Units L 2 and 3 of the lower interest rate. As part of the refinancing trans- ;

Mansfield Plant, respectively, all for terms of about action, Toledo Edison paid 543 million as supple-
29% years. These leases are the result of sale and mental rent to fund transaction expenses and part
leaseback transactions completed in 1987. of the tender premium. This amount has been |

Under these leases, the Operating Companies are deferred and is being amortized over the remaining
responsible for paying all taxes, insurance premi- lease term. The refmancing transaction reduced the

ums, operation and maintenance costs and all straight-line annual rental expense for the Beaver ,

other similar costs for their interests in the units Valley Unit 2 lease by 59 million.

sold and leased back. The Operating Companies Future minimum lease payments under the operat-
|may incur additional costs in connection with capi- ing leases at December 31,1992 are summanzed as

tal improvements to the units. The Operatmg follows:
Companies have options to buy the interests back ;

at the end of the leases for the fair market value at h8I ^***"'
:

that time or to renew the leases. Additional lease im*on5 '

provisions provide other purchase options along of d nars)
with conditions for mandatory termination of the 5[leases (and possible repurchase of the leasehold 3,9{ g
interests) for events of default. These events in- 1996. 188
clude noncompliance with several financial cove- 1997. 165
nants discussed in Note 10(e). user years . 3.s76

In April 1992, nearly all of the outstanding Secured hal Future Minimum leaw Paymmts . 54,426

Lease Obligation Bonds (SLOBS) issued by a spe- i
cial purpose corporation in connection with fi- Rental expense is accrued on a straight-line basts
nancing the sale and leaseback of Beaver Valley over the terms of the leases. The amount recorded ,
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in 1992,1991 and 1990 as annual rental expense for cantly higher capital expenditures could be re-
the Mansfield Plant leases was $115 million. The quired during the 1993-2002 period. We believe
amounts recorded in 1992 and both 1991 and 1990 Ohio law permits the recovery of compliance cost *
as annual rental expense for the Beaver Valley from customers in rates.
Unit 2 lease were $66 million and $72 million,
respectively. Amounts charged to expense in excess (c) PERRY UNIT 2
of the lease payments are classi6ed as Accumu- Perry Unit 2, induding its share of the common
lated Deferred Rents in the Balance Sheet. facilities, is approximately 50% complete. Construc-

Toledo Edison is selling 150 megawatts of its Bea- ti n of Perry Unit 2 was suspended in 1985 pend-
ver Valley Unit 2 leased capacity entitlement to ing futa consideration of various options. These
Geveland Electric. We anticipate that this sale will Options include resumption of full construction
continue at least until 1998. with a revised estimated cost, conversion to a non-

nudear design, sale of all or part of our ownership.

(3) CONSTRUCTION AND CONTINGENCIES
#''' or c ncellation. No option may be imple-

mented without the unanimous approval of the

(a) CONSTRUCTION PROGRAM owners. A request by Cleveland Electric, the com-
pany responsible for the construction of Perry

The estimated cost of our construction program for Unit 2, for an extension of the construction license
the 1993-1995 period is $910 million, indudinS is pending with the Nuclear Regulatory Commis-
AFUDC of $49 million and exduding nudear fuel. sion (NRC).

(b) CLEAN AIR LEGISIATION in February 1992, Cleveland Electric purchased Du-
The Clean Air Act will require, among other things, quesne's 13.74% ownership share of Perry Unit 2
significant reductions in the emission of sulfur and all Perry real property for $3.3 million. This
dioxide in two phases over a ten-year period and Purchase increased the Operating Companies'
nitrogen oxides by fossil-fueled generating units. ownership share of the unit to 64.76%. The remain-

der is owned by Ohio Edison and Pennsylvania
We developed a compliance strategy which was Power.
submitted to the PUCO in 1992 for review. We
subsequently reached agreement with intervening The license extension request and the purchase of
parties and are awaiting formal PUCO approval. Duquesne's share do not indicate any plans to
We also are seeking United States Environmental resume constmetion of Perry Unit 2. They were
Protection Agency approval of our Phase 1 plans. made to keep our options open.
The compliance plan which results in the least If we canceled Perry Unit 2, the net-of-tax invest-
cost and the greatest flexibility provides for compli- ment would have to'be written off. Such a write-off
ance with both phases through at least 2005. The

(based on our investment as of the end of 1992)plan calls for greater use of low-sulfur coal at some would be about $434 million. Note 10(e) discussesof our units and the banking of emission al- more about the effects of a write-off. '
lowances. The plan would require capital expendi-
tures over the 1993-2002 period of approximately if we decide to convert Perry Unit 2 to a nonnudea'r
$208 million for nitrogen oxide control equipment, design, we would expect to write-off a portion of
emission monitoring equipment and plant modi. our investment for nudear plant construction costs
fications. In addition, higher fuel and other opera. not transferable to the nonnudear construction -
tion and maintenance expenses would be incurred, project.
Theleast cost plan also calls for Cleveland Electric Perry Unit 2 AFUDL was credited to a deferred
to place a scrubber or other sulfur emission control neome account from July 1985 until January 1,technology in service at one of its generating 1988, when the accrual was discontinued. The total '
plants sometime after 2004 with expenditures be- deferred AFUDC amount of $213 million is re-ginning in 2001. The anticipated rate increase ass - flected in the Balance Sheet as a reduction in theciated with the capital expenditures and higher Perry Unit 2 investment.
expenses would be about 1-2% m the late 1990s.
Another increase would be needed after the year (d) SUPERTUND SITES
2000, for an aggregate rate increase in the range of
3-6%. Cleveland Electric would incur substantially The Comprehensive Environmental Response,

more of these costs than Toledo Edison. Compensation and Liability Act of 1980 as
amended (Superfund) established programs ad-

Our compliance plan will depend upon future envi- dressing the deanup of hazardous waste disposal
ronmental regulations and input from the PUCO, sites, emergency preparedness and other issues.
other regulatory bodies and other concerned enti- The Operating Companies are aware of their po-
ties. In addition, we are continuing to monitor tentialinvolvement in the cleanup of nine hazard-
developments in new technologies that may be ous waste sites. The Operating Companies have
incorporated into our compliance strategy. If a plan recorded reserves based on estimates of their pro-
other than the least cost plan is required, signin- portionate responsibility for these sites. We be-
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lieve that the ultimate outcome of these matters week period starting 21 weeks after an accident and !
will not have a material adverse effect on our 67% of such estimate per week for the next 104 ,

- financial condition or results of operations. weeks. The amount and duration of extra expense !

could substantially exceed the insurance coverage.

(4) NUCLEAR OPERATIONS AND COhTINGENCIES !

(a) OPERATING NUCLEAR UNITS DECOMMISSIONING ASSESSMENT i

Our interests in nudear units may be impacted by The Energy Act permits special assessments on
activities or events beyond our control. Operating investor-owned electric utilities which own nudear !

nudear generating units have experienced un- generating plants for the decontamination and
planned outages or extensions of scheduled out- decommissioning of nuclear enrichment facilities
ages because of equipment problems or new operated by the Department of Energy. The assess-
regulatory requirements. A major accident at a ments to individual utilities are based upon the
nuclear facility anywhere in the world could cause amount of enrichment services used in prior years |
the NRC to limit or prohibit the operation, con- and cannot be imposed for more than 15 years. At
struction or licensing of any nuclear unit. If one of December 31,1992, the Operating Companies ae-
our nuclear units is taken out of service for an crued a liability of $34 million for their share of
extended period of time for any reason, including the total assessments. These costs are recorded as

'an accident at such unit or any other nuclear deferred charges since, based on the legislation, we
facility, we cannot predict whether regulatory au- believe the PUCO will allow the Operating Com-
thorities would impose unfavorable rate treat- panies to recover the assessments through their
ment. Such treatment could indude taking our fuel cost factors. !

affected unit out of rate base or disallowing certain ;

construction or maintenance costs. An extended (5) NUCLEAR TUELoutage of one of our nudear units coupled with
unfavorable rate treatment could have a material The Operating Companies have inventories for nu-
adverse effect on our fmancial condition and results clear fuel which should provide an adequate sup- i

of operations. ply into the mid-lo90s. Substantial additional
nuclear fuel must be obt,ained to supply fuel for the

(b) NUCLEAR INSURANCE remaining usefullives of their nudear generating '

The Price-Anderson Act limits the liability of the units.
owners of a nudear power plant to the amount Nudear fuel is financed for the Operating Compa-

'

provided by private insurance and an industry nies through leases with a special-purpose corpo- !
assessment plan. In the event of a nuclear madent ration. The total amount of fmancing currently !

at any unit in the United States resulting in losses available under these lease arrangements is $509
in excess of the level of private insurance (cur- million ($309 million from intermediate-term notes
rently $200 million), our maximum potential as- and $200 million from bank credit arrangements).
sessment under that plan would be $129 million Financing in an amount up to $900 million is
(plus any inflation adjustment) per incident. The permitted. The intermediate-term notes mature in
assessment is limited to $20 million per year for the period 1993-1997, with $77 million maturing in

'

each nuclear incident. These assessment limits as- September 1993. The bank credit arrangements
sume the other CAPCO companies contribute terminate in October 1993 at which time the corpo- ,

'their proportionate share of any assessment- ration will obtain attemate financing. As of De-
The CAPCO companies have insurance coverage cember 31,1992, $425 million of nudear fuel was [
for damage to property at the Davis-Besse, Perry fmanced. The Operating Companies severally lease t

and Beaver Valley sites (including leased fuel and their respective portions of the nuclear fuel and |

clean-up costs). Coverage amounted to $2.625 are obligated to pay for the fuel as it is consumed
billion for each site as of January 1,1993. Damage in a reactor. The lease rates are based on various
to property could exceed the insurance coverage interrnediate-term note rates, bank rates and com-

,

by a substantial amount. If it does, our share of mercial paper rates. ,

such excess amount could have a material adverse The amounts fmanced indude nuclear fuel in the !
effect on our fmancal condition and results of Davis-Besse, Perry Unit 1 and Beaver Valley Unit 2 I
operatms. reactors with remaining lease payments of $88 ;

We also have extra expense insurance coverage. It million, $103 million and $41 million, respectively,
~

*

includes the incremental cost of any replacement as of December 31,1992. The nuclear fuel amounts
power purchased (over the costs which would fmanced and capitalized also included interest
have been incurred had the units been operating) charges incurred by the lessors amounting to $15 >

and other incidental expenses after the occurrence million in 1992,$21 million in 1991 and $33 mil-
of certain types of accidents at our nudear units. lion in 1990. The estimated future lease amortiza- :

'
The amounts of the coverage are 100% of the tion payments based on projected consumption are
estimated extra expense per week during the 52- $103 million in 1993, $105 million in 1994,$99
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million in 1995,594 million in 1996 and SS6 million the unrecovered investments, and the amortization
in 1997. of the deferred operating expenses and carrying !

charges recorded during the fust five years of the
(6) REGULATORY AfATTERS plans. The phase-in deferrals relating to these two

units will total 5838 million after 1993 and are 3

On January 31,1989, the PUCO issued orders scheduled to be amortized and recovered as fol- i
which provided for three annual rate increases for lows: 527 million in 1994,591 million in 1995,5162
the Operating Companies of approximately 9%, million in 1996, 5240 million in 1997 and $318 J
7% and 6% effective with bills rendered on and million in 1998. Additional carrying charges total- ;
after February 1,1989,1990 and 1991, respectively. ing $39 million deferred for 1990 and 1991 pursu.
The 6% increase effective February 1,1991 was ant to cenain provisions of the phase-in plans will !
reduced to 4.35% for Cleveland Electric and 2.74% also be amortized and recovered by December 31, . ;
for Toledo Edison as 50% of the savings identified 1998. These amortizations can be accelerated at

'

by a management audit were used to reduce the 6% the option of the Operating Companies.
rate increase for each of the Operating Companies. i

Toledo Edison waived its 2.74% rate increase for On October 22,1992, the PUCO approved a Rate :
residential and small commercial customers and Stabilization Program as set forth in a joint recom- !
reduced its residential rate by 3% effective in March mendation filed by the Operating Companies and

,

1991 and by an additional Ib effective in Septem. certain customer representative groups involved
ber 1991 to improve its competitive position in its in the 1989 rate case settlement. Under the Rate
service area. The resulting annualized revenue Stabilization Program, the Operating Companies
increases in 1990 and 1991 associated with the rate agreed to freeze base rates until 1996 and limit
orders were 5106 million and 571 million, respec. subsequent rate increases for Cleveland Electric
tively, for Cleveland Electric and 544 million and and Toledo Edison to no more than 593 million and
52 million, respectively, for Toledo Edison. Toledo 538 milhon, respectively, in 1996; 569 million' and
Edison's increase in 1991 reflects the net of $19 528 million, respectively, in 1997; and $54 million
million of annualized revenues authorized for the and $23 million, respectively, in 1998. For purposes
2.74% increase less $17 million for the waiver and of any rate increase proceeding in the 1996-1998
rate reductions. period, we agreed to cap operation and mainte-

nance expenses (other than fuel and purchased
Under the January 1989 rate orders, phase-in plans power) at $784 million, subject to adjastment for
were designed so that the three rate increases, inflation and other specified expenses. During the
coupled with then-projected sales growth, would 1996-1998 period, PUCO approval of any base rate
provide revenues over the ten years beginning increases and any additional regulatory account-
January 1,1989 sufficient to recover all operating ing measures would be dependent upon our suc-
expenses and provide a fair rate of return on the cess in implementing cost-reduction and revenue-
Operating Companies' allowed investments in enhancement initiatives. We agreed to seek author-
Perry Unit I and Beaver Valley Unit 2. Revenues ization for acceleration of the post-1998 Mansfield
in the first five years of the plans were expected to Plant unamortized gain in any rate increase pro- -
be less than that required to recover operating ceeding for the Operating Companies in the 1996-
expenses and provide a fa,r return on investment 1998 period. See Summary of Significant Account-t

Therefore, the amounts of operatmg expenses and ng Policies.
retum on investment not currently recovered are
deferred and capitalized as deferred charges. The As part of the Rate Stabilization Program, the Op-
unrecovered investment will decline over the pe- erating Companies are allowed to defer and subse-
riod of the phase-in plans because of depreciation quently recover certain costs not currently
and deferred federal income taxes that result from recovered in rates and to accelerate amortization of
the use of accelerated tax depreciation. Therefore, certain benefits. Such regulatory accounting mea-
the amount of revenues required to provide a fair sures provide for rate stabilization by reschedul-
return also declines. This results in decreasing ing the timing of rate recovery of certain costs and
amounts of annual deferrals in the early years of the amortization of certain benefits, thereby
the plans and then increasing amounts of amortiza- preventing what otherwise would be an erosion in
tion and recovery in the later years of the plans. earnings during the 1992-1995 period. The contin--
The Operating Companies deferred 584 million, ued use of these regulatory accounting measures
$132 million and $256 million in 1992,1991 and during this period will be dependent upon a con-
1990, respectively, of operating expenses and carry- tinuing assessment and determination that there
ing charges pursuant to such phase-in plans. The will be probable recovery of such deferrals and
amount of deferrals scheduled to be recorded in carrying charges in future rates. The aggregate ef-
1993 total 531 million. Beginning in the sixth year fect of these measures over this period could be as
(1994) and continuing through the tenth year, the much as $495 million on an after-tax basis depen-
revenue levels authorized pursuant to the phase-in dent upon our success in implementing cost-reduc-
plans were designed to be sufficient to recover tion and other revenue-enhancement initiatives,
that period's operating expenses, a fair return on among other factors. Such regulatory accounting
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{- measures which are eligible to be recorded through 1992 1991 1990

December 31,1995 on an after-tax basis are as (millions of dollars) i

follows- Deferred Operating Expenses. Net:
.

* Deferral of up to $327 million of accrued post-in- $ cit biitzation. . !
~

service interest carrying charges, depreciation Amortization of Pre-Phase-in !

expense and property taxes on assets placed in Deferrals 16 16 17 4

service after February 29,1988. The deferrals Total .. g52) g) sm) j
recorded in 1992 were retroactive to January 1,
1992. Deferrals are based on actual capital ex. Deferred Carrying Charges: |
penditures relating to assets placed in service "$,'? !s 25 5 31 5 73
within the 1988-1995 period. Consequently, the Equity . 42 79 132

'

deferrals will be lower than $327 million if we Total Phase-in . .. 67 110 205
continue to reduce capital expenditures. Amorti- Rate Stabihzation (Debt) . . 33 - - 5

over the average life of the assets and will
. 5100 5110 $205 |zation and recovery of these deferrals will occur Total .

- - -

t

commence with future rate recognition.
b# #* Deferral of up to $19 million of Toledo Edison

operating expenses equivalent to an accumulated Federal income tax, computed by multiplying the <

excess rent reserve for Beaver Valley Unit 2 income before taxes and preferred dividend re- .

which resulted from the April 1992 refinancing quirements of subsidiaries by the statutory rates,is |
of SLOBS as discussed in Note 2. The deferral reconciled to the amount of federal income tax J
commenced October 1,1992. Amortization of this recorded on the books as follows: !

deferral will occur over the remaining term of ,y, ,g, , gg
the unit's lease beginning in 1996.

(millions of dollars)
. Acceleration of the amortizations of an estimated Book income Before Federal Income

$89 million in unrestricted excess deferred taxes Tax . 54o6 5466 5435 ,

and $34 million in unrestricted investment tax !

credits available after 1998. The amortizations
T**

",8
' 3"" *' S***"' 'Y

$138 5158 5148 ;

commenced October 1,1992. The amortization of inemase (Decrease) m Tax- !
investment tax credits is reported as a reduction Depreciation . (9) 1 6 e

of depreciation expense. Investment tax credits on s

. . disallowed nuclear plant - - (38) 'Amortization of up to $26 milh.on m interim Rate stabilization.. (7) - - 1,
spent fuel storage accrual balances for Davis- Taxes. other than federal income j
Besse. The amortization commenced October 1, taxes 4 1 (2) (12)

Other items . . 6 11 5
1992.

Total Federal income Tax Expense. s129 5168 5109 ;

The Operating Companies also are allowed to defer :

and subsequently recover the incremental ex- . t
Federal income tax expense is recorded m. the In- ;penses associated with adoption of the accounting c me Statement as follows: |standard for postretirement benefits other than *192 1n1 190pensions. See Note 8(b).

imillions of dollars) i

The Rate Stabilization Program provides for PUCO Operating Expenses
regulatory approval of certam corporate transac- Current Tax Provision. . .. . 3 71 s 68 5 43
tions, including major asset sales, after an evalua- Changes in Accumulated Deterred

tion of the customer benefit of these transacions. Federal Income Tar +

The Rate Stabilization Program may be renegoti- ^','[''*jP''''''' " 8"d ,3 g g
ated under certain force majeure and other Altemanve minimum tax credit . (31) (46) (24) :
events. Sale and leaseback transactions (

and amoruzation . 8 4 9 |
- Deferred Operating Expenses, Net, and Deferred troperty tax expense. 19 - (15) f

Carrying Charges shown in the Income Statement Rate Stabilizanon . . 4 - - i

consist of the following: Reacquired debt costs . . . 10 22 ' 1

Deferred construenon work in ;

progress revenues - 7 20 !

Deferred fuel costs. (1) (9) 1-
Other items . . 3 16 16

Investment Tax Credits - 39 -3 ,

Total Charged to Operanng
Expenses . 3 y J ;

.
I.

!.
'
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1992 1992 2990 of service. Under certain circumstances, benehts
(minims c/ doffers) . can begin as early as age 55. The plans also provide -

Nonoperanns income: certain death, medical and disability benents. Our
Current Tax Prmuion ... , (38) (46) (42) funding policy is to comply with the Employee
Changes m Accumulated Deferred Retirement income Security Act of 1974 guidelines.

Federal income Tar -

wnte-off of nudear costs . 14 - f22) In 1990, we offered a Voluntary Early Retirement
Opportunity Program (VEROP). Operating ex-Ap cr ng charges .

Net operating ices carryforward . - 35 - Penses for 1990 included $15 million of pension
Other items . <4) - 3 plan accmals to cover enhanced VEROP benefits

Total Expense Charged to and an additional $28 million of pension costs for
Nonoperatmg Income . 7 30 13 VEROP benehts paid to retirees from corporate

Total Federal income Tas Expense. $129 5168 $100 funds. The $25 million is not included in the pen-
- - - sion data reported below. A credit of $41 million

In 1990, adjustments for t.namortized investment resulting from a settlement of pension obligations
tax credits on the 1988 wntevff of nuclear plant through lump sum payments to a substantial num-
investments decreased the federalincome tax pro ber of VEROP retirees partially offset the VEROP
vision for nonoperating income 538 million and expenses.

-

increased eamings per share $.27. Also in 1990, Net pension and VEROP costs (credits) for 1990
the resolution of a property tax deduction issue through 1992 were comprised of the following
resulted in a reduction in federal income tax ex- components:
pense of 514 million, thereby increasing earnings 2992 1992 1990
per share by S.10. .;j,,, ,j j,,,,,,,
The adoption of SFAS 109 in 1992 affected certam Pemion Costs (Credits):
Balance Sheet accounts. The most signincant im- semee cost for benebts earned

pact was an increase in Utility Plant in Service and inteYr s7cNt o7pr teib'enefit'
' ~ '~

an offsetting increase in Accumulated Deferred obbganon. .. 38 36 37
Federal income Taxes. Actual retum on plan assets . . (24) (129) 5

Under SFAS 109, temporary differences and car- Net amormanon and dyerrah 7 g) 6r, y)
''ryforwards gave rise to deferred tax assets of $563 VERO ^

million and deferred tax liabilities of 52.598 billion settlement gam . . - - m)
at December 31,1992. These are summarized as

Na costs (credas) .g s (14) s(34)
follows: - ==

N'[I The following table presents a reconciliation of the
funded status of the plans at December 31,1992

Property plant and equ:pment . $2.125 and 1991.
Defe-red carmns charges and operanng expenses . 368
Net operatmg loss carrylorwards . (137) O'#f"hf' 3I-
Investment tas crwbts . (190) 7992 1991
Other . (131) (millions of

Net deferred tan habihty. 52.035 dollars)

Vested benehts . . . 5 310 $ 301
For tax purposes, net operating loss (NOL) car- Nonvested benefits . . 40 33
ryforwards of approximately $404 million are avail * Accumulated benefit obligaben . 350 334
able to reduce future taxable income and will Effect of future compensanon levels . 121 113

expire in 2003 through 2005. The 34% tax effect of Total projected berefit obhganon. 4 71 447
the NOLs is $137 million. Plan assets at fair market value . 754 757

The Tax Reform Act of 19S6 provides for an alter- Surplus of plan assets over protected benefit

native minimum tax (AMT) credit to be used to gn7%gf,[ed net gamir'om vanance
*

reduce the regular tax to the AMT level should the teten assumpoons and expenence . (140) (177)
regular tax exceed the AMT. AMT credits of $114 Unrecogniud pnor semce cost . . ~ . 12 13

million are available to offset future regular tax. Transmon asset at January 1,1987 temg
** "2"d * 19 F'''* - W (306)The credits may be carried forward indefmitely.

Net prepaid pension cost included
in other deferred charges in the

(8) RETIREMENT AND POSTEMPLOYMENT **l*"" Sh'* - * ''' * **
BENETITS

At December 31,1992 and 1991, the settlement
(a) RETIREMENTINCOME PLANS (discount) rate and long-term rate of return on
We sponsor noncontributing pension plans which plan assets assumptions were 8.5% and the long-
cover all employee groups. The amourt o' retire- term rate of annual compensation increase assump-
ment benefits generally depends upon the length tion was 5%.
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| Plan assets consist primarily of investments in com- (c) POSTEMPLOYMENT BENETITS !

mon stock, bonds, guaranteed investment con- !

tracts, cash equivalent securities and real estate. In November 1992, the FASB issued a new account- i
ing standard for postemployment benents (SFAS ;

(b) OTHER POSTRETIREMENT BENETITS 112), such as severance pay, ciisability, worker's ;

compensation and supplemental unemployment :

The FASB accounting standard for postretirement benents. We are required to adopt the new stan-
benefits other than pensions (SFAS 106) requires dard no later than 1994. We have not completed an ;

the accrual of the expected cost of such benefits analysis to determine the effect of adopting the - !
during the employees' years of service. The as- new standard. '

sumptions and calculations involved in determm- ,

ing the acmial closely parallel pension accounting
(9) GUARANTEESrequirements. ;

We currently provide certain postretirement health Cleveland Electric has guaranteed certain loan and ,

care, death and other benefits and expense such lease obligations of two mining companies under !
costs as these benefits are paid, which is consistent two long-term coal purchase arrangements. Toledo - :

with current ratemaking practices. Such costs to- Edison is also a party to one of these guarantee ;

taled 59 million in 1992, $10 million in 1991 and 58 arrangements. This arrangement requires pay-
million in 1990, which included medical benefits of ments to the mining company for any actual out-
SS million in 1992, $9 million in 1991 and $7 of-pocket idle mine expenses (as advance pay- ;

million in 1990. ments for coal) when the mines are idle for reasons j
n ecw the mining company. At ;

We will adopt the standard effective Janua'Y , December 31,1992, the pn,ncipal amount of the1

1993. We plan to amortize the present value of the mining companies' loan and lease obligations guar- -

accumulated postretirement benefit obligation t anteed by the Operating Companies was $93
expense over a 20-year period. Based on our actua- million' i

ries' review of 1992 data, the accumulated postre- !

tirement benefit obligation as of December 31,1992 |
is estimated to be in the range of $200 million to (70) CAPITALIZATION |

iS250 million (pretax). Had the standard been
adopted in 1992, the additional 1992 postretirement (a) CAPITAL STOCK TRANSACTIONS
benefit cost would have been in the range of $20 Shares sold, retired and purchased for treasury
million to $27 million (pretax). We believe the during the three years ended December 31,1992 are :
1993 effect of actual adoption may be similar, al- listed in the following table.' -

though it could be significantly different because of
cht.nges in health care costs, the assumed health 1992 1991 1990 ('
care cost trend rate, work force demographics, plan (thousands of Aarcs)
provisions or interest rates. Like the retirement Centenor Energy Con non Stock:

income plans, these estimates reflect a discount rate $d"d'R "'. " . Stock .

v"'
, n

'

assumption of 8.5% per year. The annual health Employee Savmgs Plan. 322 348 -..

care cost trend assumption is 12% in 1992, reducing Total Common Stock Sales. 2,892 1,770 -

gradually to an ultimate annual rate of 6% in 1996 Treasury Shanes. . . (172) (11) (1.391)
and later years. Net Change . - 2,"20 _ 1.759 (1.391) |

The PUCO authorized us to defer for subsequent Prefened Stock of Subsidianes

recovery postretirement benefit costs that exceed Subject to Mandatory Redemption: ;

our actual payments for the period 1993-1997. This j'Nd Ej,',t"q' S*l*5 - 75 -
;3,

provision was part of the Rate Stabilization Pro- 88.00 Series R. - 50 -

gram discussed in Note 6. The amount we can 90 00 Senes S . . . . 75 - -

|Cleveland Electnc Retsrementsdefer will be determined by the extent to which we
are successful in reducing the added obligation by gg g s { j q5 (1

!$37 million or 25% of the incremental costs ex- 7E00 Series F . . - (2) -

{8000 Series G . - - (1)pected when we got the order. We have until .

December 31,1997 to make the reductions. M S' [ f ~ g % fs,

113.50 Senes K. . . - (10) -

i
Adpustable Senes M . I100) (100) -E

Toledo Edison Retwements
$100 par $11.00 _ . (25) (10) (10)

9.375 . (17) (17) (17) |

Preferred Stock of Subsidianes Not I
'

j
Subject to Mandatory Redemption:
Cleveland Elecmc Retirernents |i
Remarketed Senes P (1) - - ;

Net Change . (81) i41) (59) ;

i
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Shares of common stock required for our stock The annual mandatory redemption provisions are
. plans in 1992 were either acquired in the open as follows:
market, issued as new shares or issued from

shares prit,

treasury. To Be Beginnmg Per
Redermed in ShareThe Board of Directors has authorized the purchase

h and h P1 hm the open market of up to 1,500,000 shares of our s 735 series c . 10 000 1984 s 100common stock until June 30,1994. As of Decem- 86.00 senes E _ _ . 3,000 1981 1,000
ber 31,1992,225,500 shares had been purchased at Adjustable senes M. 100,000 1991 100
a total cost of S4 million. Under a prior authoriza. 9.125 Senes N . . 150,000 1993 100

tion,2,510,000 shares were purchased between $$[ $ $. $March 1989 and March 1991 at a cost of $46 million. 90.00 senes S . . 18.750 1999 1,000
Such shares are being held as treasury shares. Toledo Edison Preferred:

5100 par 59375. 16.650 1985 100

(b) COMMON SHARES RESERVED TOR 155UE 25 P*' 231- 4 " 00 1*93 25

Common shares reserved for issue under the Em. * AH wtstandmg sharas to be redeemed on December 1. 2001.

ployee Savings Plan and the Employee Purchase
{Plan were 2,506,550 and 521,423 shares, respec- Cleveland Electric has called for redemption the

tively, at December 31,1992. remaining 97 outstanding shares of its Serial Pre -
Stock options to purchase unissued shares of com, ferred Stxk, Remarketed Series P, in August 1993
mon stock under the 1978 Key Employee Stock at a redemption price of $100,000 per share.
Option Plan were granted at an exercise price of The annualized preferred dividend requirement as
100% of the fair market value at the date of the of December 31,1992 was $66 million.
grant. No additional options may be granted. The
exercise prices of option shares purchased during The preferred dividend rates on Cleveland Elec-
the three years ended December 31,1992 ranged tric's Series L, M and P and Toledo Edison's Series
from 514.09 to 517.41 per share. Shares and price A and B fluctuate based on prevailing interest rates -
ranges of outstanding options held by employees and market conditions. The dividend rates for
were as follows: these issues averaged 7.59 % 7.04 % 6.73 % 8.24 % i

1992 1991 199a and 9.09% respectively,in 1992. '

UD73$"d*8 ** Under its articles of incorporation, Toledo Edison
Shares . 93,312 129,798 168,655 cannot issue preferred stock unless certain eamings
opnon Pnces . s14.09 to $14.09 to 514.09 to coverage requirements are met. Based on camings

520.n s2 m s20.n for the 12 months ended December 31,1992,
Toledo Edison could not issue additional preferred

(c) EQUITY DISTRIBUTION RESTRICTIONS stock. The issuance of additional preferred stock in
At December 31,1992, consolidated retained earn, the future will depend on camings for any 12
ings were comprised almost entirely of the undis- c nsecutive months of the 15 months preceding the
tributed retained eamings of the Operating date of issuance, the interest on all long-term debt
Companies. Substantially all of their retained earn _ outstandmg and the dividends on all preferred,

) ings were available for the declaration of dividends si ek issues outstanding._
on their respective preferred and common shares.
All of their common shares are held by Centerior Preference stock authorized for the Operating

Energy. Companies are 3,000,000 shares without par value
for Cleveland Electric and 5,000,000 shares with a

|~ Any fmancing by an Operating Company of any of $25 par value for Toledo Edison. No preference
! its nonutility affiliates requires PUCO authoriza- shares are currently outstanding for either '
I tion unless the fmancing is made in connection company.
! with transactions in the ordinarv course of the

companies' public utilities busin'ess operations in There are no restrictions on Cleveland Electric's
which one company acts on behalf of another. ability to issue preferred or preference stock or

Toledo Edison's ability to issue preference stock.
(d) PRETERRED AND PREFERENCE STOCK

With respect to dividend and liquidation rights,
Amounts to be paid for preferred stock which must each Operating Company's preferred stock is prior
be redeemed during the next f;ve years are $50 to its preference stock and common stock, and
million in 1993,541 million in 1994,552 million in each Operating Company's preference stock is
1995 and $42 million in both 1996 and 1997, prior to its common stock.

|

.

1
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(e) LONG-TERM DEBT AND OTHER Additional first mortgage bonds may be issued by
BORROWING ARRANGEMENTS Cleveland Electric under its mortgage on the basis

Long-term debt, less current maturities, for the f bondable property additions, cash or substitution

Operating Companies was as follows: f r refundable hrst mortgage bonds. The issuance
of additional nrst mortgage bonds by Cleveland

Actuar Electric on the basis of property additions is limited
or Average by two provisions of its mortgage. One relates to
ig',5' the amount of bondable property available and the,

Decerr 31, D'c'*i'" 31 ther to earnings coverage of interest on the bonds.
Year of Marmtv 19n 19n 1991 Under the more restrictive of these provisions

(mmica of (currently, the amount of bondable property avail-
Johm) able), Cleveland Electric would have been permit-

nrst mortgage tonds ted to issue approximately $329 million of bonds
$3- N5

5 ~ 5
$ based upon available bondable property at De-

1993 1375 - 4 cember 31, 1992. Cleveland Electric also would
1994 4375 25 25 have been permitted to issue approximately $432
1994 . 1315 4 4 million of bonds based upon refundable bonds at
f9 - | December 31,1992. If Perry Unit 2 had been can-
1996 - 1355 4 4 celed and written off as of December 31,1992,
19*6 - N 1 1 Cleveland Electric would not have been permitted
$;, d3d5 to issue any bonds based upon available bondable

1

1997 . 1375 4 4 property, but would have been permitted to issue
1997 . 7.00 1 1 approximately $432 million of bonds based upon
1"fg yjs ,3 refundable bonds.,

jgg[2DC g (3j y The issuance of additional hrst mortgage bonds by7
2013-2017. . E.90 538 663 Toledo Edison also is limited by provisions in its
2018 2022. 7.88 445 445 mongage similar to those in Cleveland Electric's
2023 _ 634 211 211 mortgage. Under the more restrictive of these pro-

2357 2386 visions (currently, the camings coverage test),
7. "" . s.56 121 197 Toledo Edison would have been permitted to issue4

Medium-term notes due appmximately $173 million of bonds at an assumed
1994 2021. . . . . . . . . s.92 860 835 interest rate of 9.5% based upon available bond-

$,7n$eDE. $ 1$ $ au pmm at &cemM M, NRek Mson
Debentures due 1997 . . . - - 1 25 also would have been permitted to issue approxi-
Pollution control notes due mately 5266 million of bonds based upon refund.

1994-2015.._ 10.10 158 190 able bonds at December 31,1992. If Perry Unit 2Other - net . - 3 6
had been canceled and written off as of December

Total tong-Term Debt . 53.694 13 S41 31, 1992, the amount of bonds which could have
been issued by Toledo Edison would not have

Long-term debt matures during the next five years changed.
as follows: $318 million in 1993, $S8 million in
1994,5232 million in 1995,5242 million in 1996 and Certain unsecured loan agreements of Toledo.
5139 million in 1997. Edison contain covenants relating to capitalization

ratios, camings coverage ratios and limitations on
The Operating Companies issued 5760 million ag- secured fmancing other than through hrst mort-
gregate principal amount of secured medium-term gage bonds or certain other transacnons. An agree-
notes during the 1990-1992 period. The notes are ment relating to a letter of credit issued in
secured by hrst mortgage bonds. At December 31, connection with the sale and leaseback of Beaver1992, Cleveland Electric and Tc.ledo Edison had Valley Unit 2 contains several hnancial covenants
$33 million and 593 milhon, respectively, aggre- affecting Centerior Energy and the Operating Com-
gate principal amount of secured medium-term panies. Among these are covenants relating to
notes registered with the SEC and available for earnings coverage ratios and capitalization ratios.
issuance. Centerior Energy and the Operating Companies
The mortgages of the Operating Companies consti- are in compliance with these covenant provisions.
tute direct hrst liens on substantially all property We believe Centerior Energy and the Operating
owned and franchises held by them. Excluded Companiec will continue to meet these covenants
from the liens, among other things, are cash, secu- in the event of a write-off of the Operating Com-
rities, accounts receivable, fuel, supplies and, in panies' investments in Perry Unit 2, barring un-
the case of Toledo Edison, automotive equipment. foreseen circumstances.
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(II) SHORT-TERAf BORROWING ARRANGEAfENTS The fair value of the nuclear plant decommission-
ing trusts is estimated based on the quoted market

Our bank credit arrangements at December 31,1992 prices for the investment securities. The fair value
were as follows: of the Operating Companies' preferred stock with

Cicveland roledo service mandatory redemption provisions and long-term
Elutne Edison comrany Total debt is estimated based on the quoted market

(minions of do!!ars) prices for the respective or similar issues or on the -
Bank Lines of Credit . 5137 570 58 5215 basis of the discounted value of future cash flows.

The discounted value used current dividend or
There were no borrowings under these bank credit interest rates (or other appropriate rates) for simi-
arrangements at December 31,1992. An additional lar issues and loans with the same remaining
55 million line of credit is available to the Service maturities.
Company under a $30 million Geveland Electric The estimated fair values of all other financial
line of credit,if unused by Ceveland Electric. The instruments approximate their carrying amounts in
55 million line of credit is included in the Ceve- the Balance Sheet at December 31,1992 because of
land Electric total. their short-tenn nature.
Short-tenn borrowing capacity authorized by the
PUCO annually is $300 million for Geveland Elec-
tric and $150 million for Toledo Edison. The Oper. (13) QUARTERLY RESULTS OF OPERATIONS
ating Companies are authorized by the PUCO to (UNAUDITED)
borrow from each other on a short-term basis. The following is a tabulation of the unaudited
Most borrowing arrangements under the Operating quarterly results of operations for the two years
Companies'short-term bank lines of credit require ended December 31,1992.
a fee of 0.25% per year to be paid on any unused

g,,,,,r,,7,,,,
portion of the lines of credit. For those banks

M'"d' 3'' I " 3" * 3" U " 3Lwithout fee requirements, the average daily cash
i "5 8f #8balance in the Operating Companies' bank ac- g ,

counts satisfied informel compensating balances. 1992

At December 31,1992, Geveland Electric and To. Operatmg Revenues. 5592 5581 5665 5600

ledo Edison had 510 million and 540 million, re- M*j8 "' "'-3 5122 51 5
3

spectively, of short-term notes outstandmg under Average Common
an uncommitted financing facility. Each of the Op- Shares (millions) . 140.6 141.6 142.0 142.5

erating Companies can borrow up to $40 million Eamings Per Common

until the agreement is canceled by any party. dAraid i'er
'

D
At December 31,1992, the Operating Companies Common Share. 5.40 5.40 5.40 5.40
had no commercial paper outstanding. If commer- 1991

cial paper were outstanding, it would be backed operating Revenues. 5609 5645 5716 5590
O satmg Inmme. 5129 5146 5182 5123by at least an equal amount of unused bank lines P
"''I""***" 5 35 5 52 5 95 5 55of credit- Average Common

The fee for the Service Company's lines of credit is Shares (millions) . 13B.4 138.9 139.3 139.7
Ea nn n Common0.25% per year to be paid on any unused portion of ha g, g, g g

its lines of credit. Dividends Paid Per -
Common Share. 5.40 5.40 5 .40 5.40No formal short-term borrowing arrangements

have been established for Centerior Energy.
Earnings for the quarter ended September 30,1992
were increased by 541 million, or 5.29 per share, as

(12) TINANCIAL INSTRUMENTS * FAIR VALUE a result of the recording of deferred operating
expenses and carrying charges for the first nine

The estimated fair values at December 31,1992 of months of 1992 totaling 561 million under the Rate
financial instrumer s that do not approximate Stabilization Program approved by the PUCO inr

their carrying amounts are as follows: October 1992. See Note 6.

carrying fair Earnings for the quarter ended December 31,1991
A mount Valw were increased by 540 million, or 5.29 per share, as

(minions of a result of year-end adjustments of $28 million to
dollars) reduce depreciation expense for the year for the

Nuckar Plant Decommissionmg Trusts . 5 42 5 45 change in the nuclear plant straight-line deprecia-
Preferred Stod, with Mandatory tion rate to 2.5% (see Summary of Significant

'{isi ns (mduding Accounting Policies) and 528 million to increaseR'd'*P
,g3 493. , , ,

P ase-in carrying charges for an adjustment to 1991h%,. Term Debt (mcludmg current
portion) . 4,017 4.107 cost deferrals (see Note 6).
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- Financial and Statistical Review

Operating Revenues (millions of dollars)
o

Steam Total
Total Total 14cating Operstmg

Year Rcudennal Commercal industnal Other Retad Wholesale Decmc & Cas Revenues

1992. . 5732 706 766 143 2 347 91 2 438 - 52 438

1991. 777 723 783 188 2 471 89 2 560 - 2 560
1930 . . 719 669 779 190 2 357 70 2 427 - 2 427
1959. 6S6 617 747 204 2 254 107 2 361 - 2 361
19S8. 637 53S 676 64 1935 120 2 055 - 2 055

1982. 502 407 553 74 1 536 47 1 583 26 1 609

Operating Expenses (millions of dollars)
Other Deferred

Fuel & Operamon Deprenatum Tases. Operanng Fet eral Totalt
Purchawd & & Other Than Expenses. Income Operaung

T ear Power Mamtenance Amortzanon FIT Net Tases Eupenses

1992. . 5473 764 256 318 (52) 122 51 901

1991. 500 801 243(a) 305 (6) 138 1 981
1990. 472 863 242 283 (34) % 1 922
1989. 473 860 273 260 (59) 122 1 929
1968. 408 666 265 268 (ISS) 124 1743

1982. 474 367 130 148 - 152 1 271

Income (Loss) (millions of dollars)
Federal

Other income income Pretened &
Income & Deterred Tases- Before Preferenar

Operaung AI'UDC- Deduccons. Carrymg C.redit Interest Debt AFUDC- $tock
Year income Equity Net Charges (Fxpense) Charges interest Debt Dmdends

1992. 5537 2 9 100 (7) 641 365 (1) 65

1991. 579 9 6 110 (30) 674 381 (5) 61
1990. 505 8 (1) 205 (13) 704 384 (6) 62
1989. . 432 17 14 299 (73) 689 369 (13) 66
1988. 312 14 (489)(b) 3 72 131 340 378 (6) 70

1982. 338 126 (2) - 41 503 239 (50) 64

Income (Loss) (millions of dollars) Common Stock (dollars per share & %)
income (Ims)

Before Return on
Cunudatve Cumulsove Average Average
Eheet of an Effect of an Net Shares Common
Acrounting Accountng income Outstanding Larmngs stock Dmdends Book

iear Charige Charige tims) t rrulhons; t Loss) F uirv Declared Value4

1992. . 5212 - 5212 141.7 5 1.50 7.4% 51.60 520.22

1991. 237 - 237 139.1 1.71 6.4 1.60 2037
1990. . 264 - 264 138.9 1.90 9.4 1.60 2030
1989. . 267 - 267 140.5 1.90 9.6 1.60 19.99
1988. (102) 28(c) (74) 140.8 (033) (2.5) 1.84 19.68

1982- 250 - 250 87.B(d) 2.64 (d) 14.8 2.09(d) 1939(d)

NOTE.1982 data is the result of combinmg and restatmg Cleveland Electnc and Toledo Edison data.

(a) In 1991, the Operatmg Compames adopted a change in accountmg for nuclear plant depreciation. changmg fro n the units-of-production
method to the straight-Ime method at a 2% rate.

(b) Includes wnte-off of nudear costs in the amount of 5534 milhon m 1988.
(c) in 1988, the Operatmg Companes adopted a change in the method of accountmg for unbdled revenues.
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CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES !,
;

Electric Sales (millions of KWH) Electric Customers (year end) Residential Usage j
Average Average !

Average Pnce - Revenue '

industnal KWH rer Per Per i
lear Rendennal Commercial industnal Wholesale Other Total Kendennal Comrnernal & Other Total Customer KWH Custarner

1992. . 6 666 7 086 11 551 2 814 1 011 29 128 925 099 % B13 12 711 1 034 653 7 227 10.98c 5793.68

1991. . 6 981 7 176 11 559 2 690 1 048 29 454 921 995 % 449 12 843 1 031 287 7 410 11.16 827.10 !4

1990. 6 666 6 54S 12 168 2 487 959 29 128 918 % 5 94 522 12 906 1 026 393 7 079 10.82 765.93 !
1989. 6 806 6 830 12 520 3 235 996 30 387 914 020 93 833 12 763 1 020 616 7 295 10.08 737.58 )

-1988. 6 920 6 577 12 793 1 828 946 29 064 909 182 92 132 12 305 1 013 619 7 462 9.21 690.06 ?
1

1982. 6 247 5 520 9 955 1526 827 24 075 883 197 85 356 11 471 980 024 6 864 8.04 555.37 !

:

Load (MW & %) Energy (millions of KWH) Fuel !

Operable

'abme Peak Capactry Imad Company Generated Purchased Fuel Cost r
icar of Peak Load Marpn ractor Fosul Nuclear lotal Power Total Per KWH KWH

1992 . 6 430 5 091 20.8% 63 4 % 17 371 13 814 31 185 (122) 31 063 1.45c 10 395

1991 6 453 5 361 16.9 62.9 18041 13 454 31 495 40 31 535 1.48 10 442
1900 . 6 437 5 261 18.3 63 6 21 114 9 481 30 595 413 31 008 1.52 10 354
1989. 6 430 5 389 16.2 633 20 174 12 122 32 296 21 32 317 1.47 10 435
1988. 5525(e) 5 673 (2.7) 60.8 21 576 7 805 29 381 1 885 31 266 1.59 10 410

1982 . 6 546 42% 34.4 66 5 20 882 3 219 24 101 1 720 25 821 1.80 10 404

Investment (millions of dollars)
Construen=
work in Total

Utility Acnrrnulated Propess Nuclear Propern, Utihy
Plant In Depnnanon & Net & rerry Fueland Plant and Plant ' Total -

ieer Servre Amoruzatmn Pant Urut 2 Other Touipment Addmons Assets

1992. 19 449 2 488 6 961 781 424 58 166 5200 512 071

1991. . 8 858 2 274 6 614 853 503 7 970 204 11 829
1990. . 8 636 2 039 6 597 921 568 8 086 251 11 681
1989. . 8398 1 824 6 574 945 592 8 111 217 11 454
1988. 8144 1 569 6 575 1 010 643 8 228 343 11 360

1962 . 4 019 965 3 054 2 142 277(f) 5 473 671 6 152

Capitalization (nullions of dollars & %)

Prefeired & Preference Pndened Stock, without
Stock, with Mandatory Maridatory Redemptim

icar Common Stock Iqmtv Redempnon Provawns Pronssons torrierm Debt Total

1992. . 52 889 39% 364 5% 354 5% 3 694 51 % 57 301

1991 - 2 855 38 332 4 427 6 3 641 52 7 455-
1990. 2 810 39 237 3 427 6 3 729 52 7 203

. 1989. . 2 795 43 2S1 4 427 6 3 534 50 7 037
1988. 2 772 39 304 4 427 6 3 552 51 7 055

1982. 1 838 3B 416 9 265 5 2 318 48 4 839 -

(d) Average shares outstandmg and related per share computations reflect the Cleveland Electnc 1.11-for-one exchange ratio and the 70ledo Edison one-for+
one exchange ratio for Centenor Energy shares at the date of affdistion. Apn129.1956.

(c) Capanty data reflects extended generatmg unit outage for senovaten and irnprovements.
(f) Res.ated for effects of capitahzanon of nuclear fuel lease and fmanong arrangernents pursuant to 5:atement of Fmancial Accounting Standards 71
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- Report of Independent Public Accountants

To the Share Owners of
The Cleveland Electric illuminating Company:n

We have audited the accompanying consolidated bal- method of accounting for nudear plant depreciation
ance sheet and consolidated statement of preferred in 1991, retroactive to January 1,1991.
stock of The Cleveland Electric Illuminatmg Com-

As discussed further m. Note 3(c), the future of Perrypany (a wholly owned subsidiary of Centenor Energy
Unit 2 is undecided. Construenon has been sus-Corporation) and subsidiaries as of December 31,

1992 and 1991, and the related consolidated state- pended since July 1985. Various options are being
c nsidered, includm.g resuming construction, con-ments of income, retained earnings and cash flows for

each of the three years in the penod ended December verung the umt to a nonnuclear design, sale of all or
31,1992. These nnancial statements and the sched, part of the Company s ownership share, or cancelmg~

ules referred to below are the responsibility of the the unit. Management can give no assurance when,

Company's management. Our responsibility is to ex- f ever, perry Unit 2 will go in service or whether the
press an opinion on these fmancial statements and Company s investment in that unit and a return
schedules based on our audits. thereon will ultimately be recovered.

;

We conducted our audits in accordance with generally Our audits were made for the purpose of forming an j
accepted auditing standards. Those standards require pi n on the basic financial statements taken as a i

that we plan and perform the audit to obtain reason _ whole. The schedules of The Cleveland Electric Illu- !

able assurance about whether the financial statements minatmg Company and subsidiaries hsted in the In-
are free of material misstatement. An audit indudes dex to Schedules are presented for purposes of

,

,

examining, on a test basis, evidence supporting the c mplymg with the Securities and Exchange Commis- ;

amounts and disdosures in the nnancial statements. si n 5 rules and are not part of the basic hnancial
;

An audit also includes assessing the accounting princi- statements. These schedules have been subjected to

ples used and significant estimates made by manage- the auditing procedures applied in the audits of the
ment, as well as evaluatmg the overall fmancial basic hnancial statements and, m our opm. ion, fairly

|

statement presentation. We believe that our audits state m all material respects the hnancial data required -

,

to be set forth therem in relation to the basic nnan-provide a reasonable basis for our opinion.
cial statements taken as.a whole.

In our opinion, the knancial statements referred to
above present fairly, in all matenal respects, the nnan- ,

cial position of The Cleveland Electne Illuminating
Arthur Andersen & Co.Company and subsidiaries as of December 31,1992

and 1991, and the results of their operations and their
cash flows for each of the three years in the period !

ended December 31,1992, in confonnity with gener. Cleveland, Ohio ,

ally accepted accounting prmciples. February 12.1993 ;

As discussed further in the Summary of Signihcant I

Accounting Policies, a change was made in the !
l

|
1

i
|

)
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i Summary of Significant Accounting Policies

GENERAL nuclear fuel disposal costs are being recovered
The Cleveland Electric illuminating Company (Com. through the base rates.

n
pany) is an electnc utility and a wholly owned The Company defers the differences between actual
subsidiary of Centerior Energy Corporatmn (Center- fuel costs and estimated fuel costs currently being
ior Energy). The Company follows the Uniform recovered from customers through the fuel factor. This
System of Accounts prescribed by the Federal Energy matches fuel expenses with fuel-related revenues.
Regulatory Commission (FERC) and adopted by
The Public Utilities Commission of Ohio (PUCO). As DEFERRED CARR17NG CHARGESa rate-regulated utility, the Company is subject to AND OPERATING EXPENSES
Statement of Financial Accounting Standards (SFAS)
71 which governs accounting for the effects of certain As discussed in Note 6, the January 1989 PUCO rate
types of rate regulation. The fmancial statements order for the Company m, cluded an approved rate
indude the accounts of the Company's wholly owned phase-m plan for its investments in Perry Nudear
subsidiaries, which in the aggregate'are not matenal. Power Plant Unit 1 (Perry Unit 1) and Beaver Valley

Power Station Unit 2 (Beaver Valley Unit 2). TheThe Company is a member of the Central Area Power plan called for the Company to begin defernng inCoordmation Group (CAPCO). Other members in- January 1989 operating expenses and both interestclude The Toledo Edison Company (Toledo Edison), and equity carrying charges on deferred rate-basedDuquesne Light Company (Duquesne), Ohio investment, These deferrals, called phase-in deferrals,Edison Company (Ohio Edison) and Ohio Edison's will be amortized and recovered by December 31,
wholly owned subsidiary, Pennsylvania Power Com- 1998. Presiously, the PUCO authorized the Companypany (Pennsylvania Power). The members have to defer operating expenses and carrying charges forconstructed and operate generation and transmission Perry Unit 1 and Beaver Vallev Unit 2 from their
fachties for their use. Toledo Edison is also a wholly respective in-service dates in 1987 through December

~

owned subsidiary of Centerior Energy. 1988. The amortization and recovery of these defer-
rals, called pre-phase-in deferrals, also began in Janu-

REL.4TED PARTY TRANSACTIONS ary 1989 and will continue over the lives of the
Operatmg revenues, operating expenses and interest related property.
charges include those amounts for transactions with Beginning in January 1992, the Company deferred
affiliated companies in the ordmary course of busi- charges for deprec2ation, property taxes and interest
ness operations. carrymg charges related to plant placed in senice after
The Company's transactions with Toledo Edison are February 29,1988 and not yet included in rate base.
primarily for fuTn power, interchange power, trans- The PUCO authorized these deferrals in October 1992
mission line rentals and jointly owned power plant under a Rate Stabilization Program. Similar deferrals
operations and construction. See Notes 1 and 2. may be recorded through December 31,1995. Amorti-

Centerior Semce Company (Semce Company), the zation and recovery of these deferrals will occur over
the average hfe of the assets and will commencethird wholly owned subsidiary of Centerior Energy,

provides management, fmancial, administrative, engi- with future rate rec gniti n. See Notes 6 and 13.
neenr:g. legal and other senices at cost to the Com-
pany and other afnliated companies. The Service DEPRECIAT10N AND AAf0RTIZATION
Company billed the Company 5150 million,5138 The cost of property, plant and equipment is depreci-
mdlion and $106 million in 1992,1991 and 1990. ated over their estimated useful lives on a straight-
respectively, for such services. line basis. The annual straight-line depreciation pro-

vision for nonnaclear property expressed as a per-
REVENUES cent of average depreciable utility plant in senice was

Customers are billed on a monthlv cycle basis for their 3A% in both 1992 and 1991 and 3.3% in 1990. Effec-
energy consumption based on rate schedules or con- th January 1, M,6e Company, after ohaining
tracts'authonzed by the PUCO. An accrual is made PUCO approval, changed its method of accountmg
at the end of each month to record the estimated f r nuclear plant depreciation from the units-of-pro-~

amount of unbilled revenues for kilowatt-hours sold duction method to the straight-line method at about
m the current month but not billed by the end of that a 3% rate. This change decreased 1991 deprecation
month. expense 522 million and mcreased 1991 net mcome

517 million (net of 55 million ofincome taxes) from
A fuel factor is added to the base rates for electric what they otherwise would have been. The PUCO
senice. This factor is designed to recover from cus- subsequently approved in 1991 a change to lower
tomers the costs of fuel and most purchased power. lt the 3% rate to 2.5% retroactive to January 1,1991. See
is reviewed and adjusted semiannually in a PUCO Note 13.
proceeding.

The Company uses external funding of future decom-
missioning costs for its operating nuclear units pursu-TUEL EXPEN5E ant to a PUCO order. Cash contributions are made to

The cost of fossil fuel :s charged to fuel expense based the trust funds on a straight-line basis over the re-
on inventory usage. The cost of nuclear fuel, includ- maming licensing period for each unit. The current
ing an interest component, is charged to fuel expense level of expense being funded and recovered from
based on the rate of consumption. Estimated future customers over the remaining licensing periods of the
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units is approximately 54 million annually. Amounts under construction. That interest is capitahzed. See I
currently in rates are based on past estimates of Note 5. |

decornmissioning costs of 563 million in 1986 dollars j

for the Davis-Besse Nuclear Power Station (Davis. 1 osses and gains realized upon the reacquisition or {

Besse) and $44 million and 535 milhon in 1987 dollars redemption of long-term debt are deferred, consistent )

for Ferry Unit I and Beaver Valley Unit 2 respec- with the regulatory rate treatment. Such losses and I

tively. Actual decommissioning costs are expected to gains are either amortized over the remainder of the {

significantly exceed these estimates. We expect to original life of the debt issue retired or amomzed
complete our assessment of these estimates in 1993 to over the life of the new debt issue when the proceeds
update the decommissioning cost amounts and to of a new issue are used for the debt redemption.The
continue to satisfy the extemal funding requirements. amomzations are induded in debt interest expense.
It is expected that increases in the cost estimates will ,

be recoverable in future rates. In the Balance Sheet at TEDERAL INCOAfE TAXES t
December 31,1992, Accumulated Depreciation and !
Amortization induded 532 million for the cumulative The Financial Accounting Standards Board (FASB) J
total of decommissioning costs previously expensed issued a new standard for accounting for income taxes -|and the earnings on the external fundmg. This amount (SFAS 109) in February 1992. We adopted the new .!exceeds the Balance Sheet amount of the extemal standard in 1992. The new standard amends certamNudear Plant Decommissioning Trusts because the provisions of SFAS 96 previously adopted in 1988. i
reserve began pnor to the extemal trust funding. Adoption of the new standard in 1992 did not materi-

'

ally affect our results of operations, but did affect
PROPERTY, PLANT AND EQlIIPAfENT certain Balance Sheet accounts. See Note 7.

Property, plant and equipment are stated at original The hnancial statements reflect the liabihty method of
cost less any amounts ordered by the PUCO to be accountmg for income taxes. This method requires ,|
written off. Construction costs include related payroll that deferred taxes be recorded for all temporary i

taxes, pensions, fringe benefits, management and differences between the book and tax bases of assets i

general overheads and allowance for funds used dur- and liabilities. The majority of these temporary dif- :
'

ing construction (AFUDC). AFUDC represents the ferences are attributable to property-related basis dif-
estimated composite debt and equity cost of funds ferences. Induded in these basis differences is the
used to finance construction. This noncash allowance equity component of AFUDC, which willincrease
is credited to income, except for certain AFUDC for future tax expense when it is recovered through rates. ,

!Peny Nuclear Power Plant Unit 2 (Perry Unit 2). See Since this component is not recognized for tax pur-
Note 3(c). The AFUDC rate was 10.56% in 1992, poses, we must record a liability for our tax obliga- |
10.47% in 1991 and 10.48% in 1990. tion. The PUCO permits recovery of such taxes from j

customers when they become payable. Therefore,
Maintenance and repairs are charged to expense as the net amount due from customers through rates has
incurred. The cost of replacing plant and equipment is been recorded as a regulatory asset in defened
charged to the utility plant accounts. The cost of charges and will be recovered over the lives of the
property retired plus removal costs, after deductinS related assets. .

any salvage value,is charged to the accumulated j
provision for depreciation. Investment tax credits are deferred and amortized i

over the estimated lives of the applicable property ;

as a reduction of depreciation expense. See Note 6 |DETERRED GAIN TROAf f r a discussion of the amorn:ation of cutain j
SALE OT LITILITY PLANT unrestricted excess deferred taes and unrestricted

The sale and leaseback transaction discussed in Note 2 investment tax credits available after 1998 under the
resulted in a net gain for the sale of the Bruce Rate Stabilization Program.
Mansfield Generatmg Plant (Mansheld Plant). The
net gain was defened and is being amortized over the RECLASSITICATIONS
term of leases. The amortization and the lease ex-

Ipense amounts are recorded as other operation and Certain reclassincations were made to Pnor ) ears i
maintenance expenses. See Note 6. hnancial statements to make them comparable w th !

the 1992 hnancial statements. A reserve for Perry Unit !

INTEREST CHARGES 2 AFUDC, which was previously reported under '[
Deferred Credits in the Balance Sheet, was reclassi- i

i

| Debt Interest reported in the Income Statement does hed as an offset against the Peny Unit 2 asset balance. |

! not indude interest on obligations for nudear fuel See Note 3(c). |

!
I

!
;

I
.!

i

- (Cleveland Electric) F-27 (Cleveland Electnc)

>
. - .- !.



e

i

|
;

Management's Financial Analysis-

RES!ILTS OF OPERATIONS ongoing determmation that recovery of the de-
ferred costs in rates is probable.o '

Orcrm.ew
We face further challenges in the years to come. In

In recent years, our efforts to add our substantial 1994, expense deferrals provided in the 1989 agree- i

nudear investment to rate base while maintaining a ment will cease. The amortization of the deferrals icompetitive rate structure have resulted in a series taken from 1989 through 1993 will also begin and
of agreements with the major intervenors m our contmue through 1998. The amortization schedule F

rate cases. One agreement was approved by the provides for 523 million in 1994, increasing to 5217 ;

PUCO in January 1989 and is described more fully million in 1998. An additional 550 million of I

in Note 6. It establisned our rate phase-in plan to expense deferrals for 1990 and 1991, related to
'

recognize in rates our allowed investment in certain provisions of the phase-in plan, will be
Perry Unit I and Beaver Valley Unit 2. The phase- amortzzed and recovered by December 31,1998. In
in plan inceased revenues and cash flows but was addition, we are still confronted with competitive
designed to have a relatively neutral impact on threats from municipal electric systems within our i
eamings. Gains in revenues were to be initially service territory and from cities contemplating
offset by a reduction in the deferral of operatinS creation of their own electric systems. Although the i

expenses and carrying charges and subsequently rate of inflation has cased in recent years, we are
offset by the amortization of such deferrals. A key still affected by even modest inflation which causes
assumption underlying the phase-in plan was that increases in tlie unit cost of labor, materials and |revenues would increase as a result of projected services. |sales growth. When sales decreased primarily be-
cause of a slugg:sh economy, camings were ad. To combat the forces described above, we have

,

versely affected. embarked on the following course. Reductions in -

other operation and maintenance expenses and *

A number of other factors also exerted a negative capital expenditures were implemented in 1991 and
influence on camings. Thesc facton mcluded the 1992 and will be vigorously pursued in 1993 and

,

recording of nudear plant depreciation at levels in beyond. We will further reduce staffing levels and ,

excess of that reflected in rates, the recording of !ook to improve efficiency of operations wherever
depreciation and interest charges on facilities possible. We are aggressively attempting to in- i

placed in service after February 1988 as cunent crease revenues by seeking additional long-term
'

expenses even though such items were not being Power sales agreements with wholesale customers
recovered in rates and the effect of inflation on and by explonng various corporate asset transac-
expenses. Also, the need to meet competitive tions. The Energy Policy Act of 1992 (Energy ,

forces, coupled with a desire to encourage eco- Act), which requires utilities to transmit electricity
nomic growth in our service area, prompted us to from wholesale suppliers to wholesale customers,
reduce rates for certain industrial and commercial will provide new opportunities for us to make
customers. wholesale power transactions. To counter munici-

pal electric system initiatives, we have continued i

We determined that the best solution to address programs that demonstrate the value inherent in
these factors was to delay rate increases and imple_ our service, beyond what one might expect from a
ment cost-reduction and revenue-enhancement municipal system. Such programs include provid-
strategies. Furthermore, we sought PUCO ap. ing services to communities to help them retain
proval of regulatory accounting measures designed and attract businesses, providing consulting ser-
to recognize the effects of a delay in rate recovery vices to customers to impmve their energy effi-
of certain costs and provide a better match of ' ciency and developing demand-side management
current revenues and operating expenses. In 1991, programs. ;

we obtained PUCO approval to change the method increases in sales are expected to be modest with
and rate of accrumg nuclear plant depreciation. In annual sales growth projected at about 1-2% for the
October 1992, the PUCO approved a Rate Stabih,- next several years, depending upon the economic i
zation Program, which was supported by certam climate in our service area. Recognizmg the fact :customer representative groups, as discussed in that costs can be reduced only so far and the :Note 6. Under the terms of the Rate Stabilization limitations imposed by our sales forecasts and com-Program, we agreed to freeze base rates until 1996 petition in the wholesale power market, rate in- r

and to limit rate increases through 1998. In ex- Ecreases will be necessary eventually to recognizechange, we are permitted to defer and subse- the cost of our new capitalinvestment, includingquently recover certain costs not currently that being deferred under the Rate Stabilization :
recovered in rates and to accelerate amortization of '

Program, and inflation.certain benefits. However, our ability to utilire
these regulatory accounting measures is dependent We believe that our Rate Stabilization Program and !
upon our taking significant actions to reduce costs our strategies to reduce costs and increase reve- }
and increase revenues. It is also dependent upon an nues give us the opportunity to improve our com- [
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petitive position and our earnings. Nevertheless, charge credits and a greater tax allocation of inter- |
we operate in a changing industry and market. We est charges to nonoperating activities. Credits for ;

must monitor the impact of these changes on our carrying charges recorded in nonoperating income .i
strategy and the continued appropriateness of the decreased pnmanly because of lower phase-in car- !
regulatory accc.unting provided by our various rying charge credits. Interest charges decreased as J

agreements. a result of debt refmancings at lower interest rates )
and lower short-term borrowing requirements _

1992 rs.1991
1

Factors contributmg to the 4.5% decrease in 1992 1991 t s.1990 j

operating revenues are as follows:
$,,, Factors contnbuting to the 8% increase in 1991Decrease m Overarme Reveurs c

opeatmg revenues are as foHow
Sales Volume and Mn . . 550 g
Base Rates and Miscellaneous . 23 in,7,,,, m pr ,7,,,, g, pro,, p, pan,,,
Fuel Cost Recovery Revenues . 10

Base Rates and Miscellaneous . 5 74
SS
-

Wholesale Sales . . . . 40
Sales Volume and Mix 21

The revenue decreases resulted primarily from the 5135

different weather conditions in both years and the
changes in the composition of the sales mix .

The increases in base rates and miscellaneousamong customer categories. Weather accounted for
approximately $55 million of the lower 1992 reve- revenues resulted pnmarily from rate increases in
nues. Winter and spnng in 1992 were milder than the January 1989 PUCO rate order for the Com-
in 1991. In addition, the 1992 summer was the pany as discussed in Note 6. Total kilowatt-hour
coolest in 56 years in Northeastern Ohio as con. sales increased 4.3% in 1991. Residential and com-
trasted with tile summer of 1991 which was much mercial sales increased 4.8% and 4.9% respec-
hotter than normal. As a result, total kilowatt. tively, as a result of higher usage of cooling
hour sales decreased 3.5% in 1992. Residential and equipment in response to the unusually warm late
commercial sales decreased 4.4% and 05% respec- spring and summer 1991 temperatures. The com-
tivelv, as moderate temperatures in 1992 reduced mercial sales increase was also influenced by some
elect'ic heating and cooling demands. Industnal improvement in the economy for the commercial -r

sales declined 0.4% as an 8_1% decrease in sales to sector. Industrial sales declined 6.3% largely be-
the broad-based, smaller industrial -customer cause of the recession-driven slump in the steel,
group completely offset an 8.8% increase in sales auto and chemical industries. Other sales increased
to the larger industrial customer group. Sales to 45.3% because of increased sales to wholesale cus-
steel producers and auto manufacturers within the tomers and pubhc authonties.
large industrial customer group rose 10.9% and 7%,
respectively. Other sales decreased 16.1% because Operating expenses increased 4.9% in 1991. The
of decreased sales to wholesale customers and increase was mitigated by a reducnon of $44
public authorities. The decrease in 1992 fuel cost million in other operation and maintenance
recovery revenues resulted primanly because of the expenses, resulting primarily from cost-cutting
good performance of our generating units, which measures. Offsetting this decrease were an increase
in turn decreased our fuel cost factors. The in fuel and purchased power expense resu!1u;
weighted averages of these factors decreased ap- primanly from increased purchased power costs
proximately 3%. and increased amortization of previously deferred

fuel costs over the amount amortized in 1990: an
Operating expenses decreased 3.6% m. 1992. Lower ncrease in federal income taxes because of higher
fuel and purchased power expense resulted from pretax operating income; an increase in taxes,
lower generation requirements stemnung from less other than federal income taxes, resulting from

; electnc sales and less amortization of previously higher property ar.d gross receipt taxes and accru-
deferred fuel costs than the amount amortized in als for Pennsvlvania tax increases enacted in J

1991. Federal income taxes decreased because of August 1991: and lower operating expense defenals I

ithe Rate Stabilization Program's amortization of for Perry Unit I and Beaver Valley Unit 2 pursuant
|certain tax benefits and the effects of adopting to the January 1989 rate order.

SFAS 109 m 1992. These decreases were parnally |
1

| offset by higher depreciation and amortization,
' caused primarily by the adoption of SFAS 109, and Credits for carrying charges , recorded in ']

by higher taxes, other than federal income taxes, non peratmg income decreased m 1991 because a

caused by increased Ohio property and gross re. Steater share of our investments in Perry Unit 1

ceipts taies. Deferred operating expenses increased The federal m, alley Urut 2 were recovered in rates.
and Beaver V

as a result of the deferrals under the Rate Stabili. come tax provision for nonoperan,ng

zatior: Program as mentioned in Note 6. inc me mereased mainly because the 1990 provi-
sion was reduced $19 milhon for unamortized m-

The federal income tax provision for nonoperating vestment tax credits on the 1988 wnte-off of nuclear
income decreased because of lower carrying plant investments.

(-
'
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* C " ^ * "C*C'" " ^ m m AmA m a mrms !i income Statement
For the years ended December 31, ;

1992 1991 1990 ,

'
(milhons of douars)

" Operating Revenues . . . .. .. .. . . 51.743 $1.826 $1.691

Operating E2penses
Fuel and purchased power (1) . . . . ... .. 434 455 412
Other operation and maintenance . ... 465 470 514

Total operation and maintenance . . 899 925 926
Depreciation and amortization . . .. . . .. 179 1 71 170
Taxes, other than federal income taxes . . . . . . .. 226 216 197 .

'Deferred operating expenses, net . . .. .. (35) (7) (24)
Federal income taxes . ..... . .. 89 106 75

1.358 1.411 1,344
'Operating Income . . ... ... . 385 415 347

Nonoperating Income
Allowance for equity funds used during construction . .. . I 8 5
Other income and deductions, net . . . . .. 8 6 1

Deferred carrying charges. .. . . . 59 SS 162
Federal income taxes - credit (expense) . . (5) (24) (20)

63 78 148

income Before interest Charges . . . ... 448 493 495

Interest Charges
Debt interest . . . . . 243 251 255
Allowance for borrowed funds used during construction . .. .

- (4) (3)
243 247 252

Net Income . . . . 205 246 243
Preferred Dividend Requirements . . . . . 41 36 37

Earnings Available for Common Stock .. .. . .. S 164 5 210 $ 206

(1) Includes purchased power expense of $130 million, $128 million and 5112 million in 1992,1991 and 1990,
respectively, for all purchases from Toledo Edison.

d Retained Earnings -
For the years ended December 31,

1992 1991 1990

(millions of dollars)
*

Balance at Beginning of Year . . . S 578 $ 564 $ 507

Additions
Net income 205 246 243

Deductions
Dividends declared:

Common stock . .. (195) (194) (149)
preferred stock . (41) (36) (36) ,

Other, primarily preferred stock redemption expenses . . (2) (2) (1)
Net Increase (Decrease) . . (33) 14 57

Balance at End of Year . . . . $ 545 5 578 $ 564

The accompanying notes and summary of significant accounting policies are an integral part of these statements.
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- Management's Financial Analysis

CAPITAL RESOURCES AND LIQUIDITY ance with the Clean Air Act Amendments of 1990
(Clean Air Act). Expenditures for our optimal"

We need cash for normal corporate operations. the plan are estimated to be approximately $172 mil-
mandatory retirement of securities and an ongoing lion over the 1993-2002 period. See Note 3(b).
program of constructing new facilities and modi-
fymg existing facihties. The construction program The Company is aware of its potential involvement
is needed to meet anticipated demand for electric in the cleanup of seven hazardous waste sites.
service, comply with governmental regulations However, we believe that the ultimate outcome of
and protect the environment. Over the three-year these matters will not have a material adverse
period of 1900-1092, these constructwn and effect on our liquidity. See Note 3(d).
mandatory retirement needs totaled approximately
$760 million. In addition, we exercised various We expect to be able to raise cash as needed. The
options to redeem and purchase approximately availabihty and cost of capital to meet our external
5500 million of our secunties. fmancing needs, however, depends upon such

factors as hnancial market conditions and our credit
We raised 51.2 billion through secunty issues and ratings. Apparently, the market perceives the
term bank loans during the 1940-1992 period as Company as having a greater risk than its credit
shown in the Cash Flows statement. During the ratings would indicate. Therefore, in 1992, the
three-year period, the Company also utilized its Company had to offer interest and dividend rates
short-term borrowing arrangements (explained in on certain of its new debt and preferred stock
Note 11) to help meet its cash needs. The Com- securities which were signincantly higher than
pany had $21 milhon of short-term borrowings those that would be expected for securities having
outstanding at December 31,1992, including $11 the credit ratings of the Company. Cunrent securi-
million of notes payable to affiliates. ties ratings for the Company are as follows:

[#" [[#[5Estimated cash requirements for 1993-1995 for the
p ,Company are 5658 million for its construction

cewreen sm*rprogram and 5627 million for the mandatory re-
demption of debt and preferred stock. The Com- First mortgage bonds BBB- Baa3
pany expects to 6 nance externally about 85% of its Unsecured notes BB+ Bal
total 1993 cash require.nents of approximately Preferred stock . BB+ bal
5530 million. About 50-60% of the Company's 1994
and 1995 requirements are expected to be hnanced The ratings of Moody's investors Seruce, Inc. set
extemally. If economical, additional securities may forth above reflect a downgrade in February 1993.
be redeemed under optional redemption provi-
sions. See Note 10(d) for information concerning A write-off of the Company's investment in Perry
limitations on the issuance of debt. Unit 2, as discussed in Note 3(c), would not

reduce retained earnings sufhciently to impair its
Our capital requirements after 1995 will depend on abihty to declare dwidends and would not affect
our implementation strategy to achieve compli- cash flow.

t

1
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" 2" "A C ""^mc cowwy mo stssrounts
- Cash Flows

For the years ended
December 31,

1992 1941 1990o

(millions of dollars)
Cash Flows from Operating Activities (1)

Net income. . . .. . . . . . 5 205 5 246 5 243
Adjustments to Reconcile Net Income to Cash from Operatmg Activities:

Depreciation and amortization . . . .. . 179 171 170
Deferred federal income taxes . .. . . . 66 51 111
Investment tax credits, net .. . . . . .. (8) 13 (17)
Deferred and unbilled revenues. , . . . .. . .. .. (7) (25) (38)
Deferred fuel . . . . .. . .. . 6 13 (11)

(59) (88) (162)Deferred carrying charges . . . . .. .. ...

. . ... 70 69 47Leased nuclear fuel amortization . . .
Deferred operating expenses, net. . . . (35) -(7) (24)
Allowance for equity funds used during construction.. ... . (1) (8) (5)
Pension settlement gain. . . . . . .

- - (35)
Changes in amounts due from customers and others. net . . .. . ... 6 12 (17)
Changes in inventories. ... . . . (2) (15) (22)
Changes in accounts payable . .. . .. . . . 7 (24) 32
Changes in working capital affecting operations . . . .. . . (4) 37 (5)

(11) (13) (10)Other ncncash items .. . .

Total Adjustments.. . . . . .. . . . 207 156 14

Net Cash from Operating Activities . . .. .. ... .. 412 432 257

Cash Flows from Financing Activities (2)
Bank loans, cormnercial paper and other short-term debt . . .. . 10 (67) 87
Notes payable to af61ines. .. . . . .. ... . . (13) 7 (157)
Debt issues:

First mortgage bonds . . . . . .. . . 324 - 100
90 150 338Secured medium. term notes . . . . . . . . .. .. ..

Term bank loans . . . . . ... . .
- - 16
74 125 -Prefe:Ted stock issues . .. . . . . . .. .......

Maturities, redemptions and sinking funds . . . .. . (481) (133) (212)
Nuclear fuel lease obligations. . . . . . . .. . (65) (64) (56)

. .. . .. .. . . . (235) (230) (186)Dividends paid.
.. . . . .. (7) (5) (6)Premiums, discounts and expenses .

Net Cash from Financing Activities . (303) (237) (76)

Cash Flows from investing Activities (2)
Cash applied to construction . . . . (152) (138) (157)
Interest capitalized as allowance for borrowed funds used during construction . - (4) (3)
Loans to atf.liates .. . .

- 11 (11)
Other cash received (apphed) . (20) 2 (7)

Net Cash from Investing Activities . . . . (172) (129) (178)

Net Change in Cash and Temporary Cash investments . (63) 66 3

Cash and Temporary Cash investments at Beginning of 1' car . . 97 31 2B
4

Cash and Temporary Cash investments at End of Year . . $ 34 S 97 $ 31

(1) Interest paid (net of amounts capitalize 6 was $205 million,5221 million and $189 nullion in 1992,1991 and
1990, respectively. Income taxes paid v.ere 528 million,550 million and $19 million in 1992,1991 and 1990,
respectively.

(2) Increases in Nuclear Fuel and Nuclear Fuel Lease Obligations in the Balance Sheet resuhing from the noncash
capitalizations under nuclear fuel agreements are excluded from this statement.

The accompanying notes and summarv of signi6 cant accounting policies are an integral part of this statement.
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- Balance Sheet
December 31,

1992 1991

(milhons of dollars)"

ASSETS

Property, Plant and Equipment
Utility plant in service. . . . . .. . .... 56,602 56,196

1 ess: accumulated depreciation and amortization . 1,728 1.565. . . .

4,8 74 4,631

.castruction work in progress . . . .. 130 162-
Perry Unit 2. .. . . .. . . . . . . . . . 371 383

5,3 75 5,176
Nuclear fuel, net of amortization .. . . . . . . .. .. . . 224 263

Other property, less accumulated depreciation . ... . .. . 37 42

5.636 5.481 !

Current Assets
Cash and temporary cash investments . . . . . . .. . . 34 97

161 167Amounts due from customers and others, net. . . . . . ... ,

Amounts due from affiliates ... . . . . .. .... 10 4

Unbilled nvenues .. . .. . . . . .. . . . .. . 93 86 i

90 89 '

Materials and supplies, at average cost . . . . ....

Fossil fuel inventory, at average cost . . .... .. .. . . . . 40 39

Taxes applicable to succeeding years. . . .. . . . ... 176 168
3 5 !Other. . . .. . .. . .. . .. . .

607 655

Deferred Charges and Other Assets .!
583 674Amounts due from customers for future federal income taxes. .. ... . . ...

64 50Unamortized loss on reacquired debt . . . .... ..

620 568Carrving charges and operating expenses, phase-in . .. . ... ... . ..

Carrying charges and operating expenses, other . . . . . . . ... .. 413 368 ,

23 17 !Nuclear plant decommissioning trusts. . . ... . . ... . . ....
'

Other. . . . . ... .. . 177 129

1880 1206 i
?

I
:
!

!

I
Total Assets . ... . . . .. .. . .. .. . . 58,123 $7,942

!

The accompanying notes and summary of signi6 cant accounting policies are an integral part of this statement.
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THE CLEVELAND ELECTRIC ILLUMINATING COMPANY AND SUBSIDIARIES [

.I
bDecember 31,

1902 1991 ;

(malens of do!!m) I

CAPITALIZATION AND LIABILITIES |
Capitali:ation ;

Common shares,. without par value: 105.0 million authorized; ?

$1,241 51,241 I79.6 million outstanding in 1992 and 1991 - .. . .

79 79 iOther paid-in capital . . . . .

545 578 ;Retained earnings. . .
,

Common stock equity . . 1,865 1,898 3
Preferred stock i

With mandatory redemption provisions .. . . 314 268 !
Without mandatory redemption previsions . 144 217 i

Long-term debt . . .. 2.515 2.683 |
4.838 5.066 |

. :.

Other Noncurrent Liabilities ;

Nuclear fuel lease obhgations . 177 197 i
,

Other. .. . . 57 34 ;"

6

i- 234 231
i

Current Liabilities
Current portion of long term debt and preierred stock . .. 310 93 |'
Current portion of nuclear fuel lease obligations 67 81

Notes payable to banks and others . 10 -
.

Accounts payable . . 104 97 !

j Accounts and notes payable to afntiates _ 50 59
AcenJed taxes . 291 282
Accrued interest . . . 55 53 |

Other . . . . 37 34 |
924 699

Deferred Credits
Unamortized investment tax credits . . . 250 258
Accumulated deferred federal income tases . . 1.392 1.204
Unamortized gain from Bruce Mansheld Plant sale . 359 375 i

Accumulated deferred rents for Bruce Mansheld Plant . . - 70 64 1

06.er . . 56 45 |

2.127. 1.946 i

Total Cap;talization and Liabilities. . . . 58.123 57.942 i
,

!,
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ME MAND EECTRIC ILLUMINATING COMPANT AND SUBSIDIARES- Statement of Preferred Stock

Current
1992 Shares Call Price December 31,

n Outstanding Per Share 1992 1991

(millions of dollan)
Without par value, 4,000,000 preferred shares authorized

Subject to mandatory redemption:
$ 7.35 Series C. . . 160,000 $ 101.00 $ 16 $ 17

S8.00 Series E. . 24,000 1,026.78 24 27
Adjustable Series M . . 300,000 101.00 30 39

9.125 Series N ... . 750,000 104.06 74 74
91.50 Series Q 75,000 - 75 75. . . .

88.00 Series R. . ... 50,000 - 50 50
90.00 Series S. . .. . 75,000 74 --

343 282
Less: Current maturities 29 14 |

Total Preferred Stock, with Afandatory Redemption Provisions .. ... . .. $314 $268 |

Not subject to mandatory redemption: I

$ 7.40 Series A . . . . . . .. 500,000 101.00 $ 50 $ 50
7.56 Series B. ... .. . 450,000 102.26 45 45 i

Adjustable Series L. .. . 500.000 103.00 49 49 |

Remarketed Series P. .. . . 97 100,000.00 9 73 1

153 217 ,

Less: Current maturities 9 !-

Total Preferred Stock, without Mandatory Redemption Provisions .
.

.. $144 $217 j... .

!

The accompanying notes and summary of signihcant accounting policies are an integral part of this statement. !
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- Notes to the Financial Statements |

(1) PROPERTY OWNED WITH OTHER LITILITIES AND INVESTORS
"

The Company owns, as a tenant in common with other utilities and those investors who are owner-participants in
various sale and leaseback transactions (Lessors), certain generatmg units as listed below. Each owner owns an
undivided share in the entire unit Each owner has the right to a percentage of the generating capability of each
unit equal to its ownership share. Each utility owner is obligated to pay for only its respective share of the
construction and operating costs. Each Lessor has leased its capacity rights to a utility which is obligated to pay for
such Lessor's share of the construction and operating costs. The Company's share of the operatmg costs of these
generating units is included in the income Statement. Property, plant and equipment at December 31,1992
includes the following facilities owned by the Company as a tenant in common with other utilities and Lessors:

Censresctwn
Owner. Wort art

in- Owner- shir Plant Progess
Servsce shrr Mega- Pcwer sn and Accumklated

Si ace tratts 5n vce 5errsce Surended Derrenation LGenerstme Umt Date s

tmullwns cf do!!ars)
in Semce ;

Seneca Pumped Storage . 1970 80 0W 351 Hvdro 5 62 5 1 5 20
,

Eastlake Urut 5. 1972 68 80 411 Coal 155 1 - ;

Davzs.Besse . ,. . . 1977 513R 454 Nuclear 692 9 163 I

Perry Urut 1 and Common Facdmes . 1987 31.11 371 Nuclear L775 5 249 ,

*Beaver Vancy Urut 2 and Common Tacihties
(Note 2) 1987 24 47 201 Nuclear 1,277 2 185 ;

Construcnon suspended
Perry Urut 2 (Note 3(c)) . Uncertam 44 85 540 Nuclear - 371 - !

53 % 1 53P9 5617 i

Depreciation for Eastlake Unit 5 has been accumulated with all other nonnuclear depreciable property rather than |
by specine units of depreciable property. i

(2) LITILITY PLANT SALE AND LEASEBACK TRANSACTIONS
The Company and Toledo Edison are co-lessees of Plant leases. the Company would be obligated to i

18.26% (150 megawatts) of Beaver Valley Unit 2 make such payments. No payments have been
and 6.5% (51 megawatts),45.9% (358 megawatts) made on behalf of Toledo Edison to date. j
and 44.38% (355 megawatts) of Units 1. 2 and 3 of Future minimum lease payments under the operat-
the Mansfield Plant, respectively, all for terms of ing leases at December 31,1992 are summarized as :about 29% years. These leases are the result of I N *S

[sale and leaseback transactions completed in 1987. g,

Edison are responsible for paying all taxes, insur- -

[*' ',"( {'doUnder these leases, the Company and Toledo 3,,,

|
ance premiums, operation and maintenance costs 3 93 3 33 3 333 ,

and all other similar costs for their interests in the w94 63 in3 ;

units sold and leased back. The Company and 1995 63 102 ;

Toledo Edison may innir additional costs in con. P96 63 125 i

nection with capital improvements to the units. The [ g,, j ] f
Company and Toledo Edison have options to buy ,

the interests back at the end of the leases for the Pa vments . St7e 51658
fair market value at that time or to renew the -

leases. Additional lease provisions provide other
purchase options along with conditions for Rental expense is accrued on a straight-line basis i

mandatory termination of the leases (and possible over the terms of the leases. The amount recorded ,

repurchase of the leasehold interests) for events of in 1992,1991 and 1990 as annual rental expense for .}
default. These events include noncompliance with the Mansheld Plant leases was $70 million. ;

several hnancial covenants discussed in Note Amounts charged to expense in excess of the lease i

10(d), payments are classihed as Accumulated Deferred |
|Rents in the Balance Sheet.

As co-lessee with Toledo Edison, the Company is
also obligated for Toledo Edison's lease payments. The Company is buying 150 megawatts of Toledo
If Toledo Edison is unable to make its payments Edison's Beaver Valley Unit 2 leased capacity i

under the Beaver Valley Unit 2 and Mansheld entitlement. We anticipate that this purchase will !

| (Cleveland Electric) F-37 (Cleveland Electric)
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continue at least until 1998. Purchased power ex- (c) PERRY UNIT 2 :

pense for this transaction was 5108 million,5107 >

million and $103 million in 1992,1991 and 1990, Perry Unit 2, induding its share of the common !

respectively. The future minimum lease payments facilities, is approximately 50% complete. Construc-
|

associated with Beaver Valley Unit 2 aggregate tion of Perry Unit 2 was suspended in 19S5 pend- '

51.533 billion. ing future consideration of various options. These
options indude resumption of full constmetion I

(3) CONSTRUCTION AND CONTINGENCIES with a revised estimated cost, conversion to a non- !
nuclear design, sale of all or part of our ownership ;

(a) CONSTRUCTION PROGRAM share, or cancellation. No option may be imple- '

mented without the unanimous approval of the i
The estimated cost of the Company's construction owners. A request by the Company, which is re- f
program for the 1993-1995 period is $697 million, sponsible for the co'nstruction of Perry Unit 2, for !
induding AFUDC of $39 million and exdudinS an extension of the construction license is pending '
nudear fuel. with the Nudear Regulatory Commission (NRC).

(b) CLEAN AIR LEGISIATION in February 1992, the Company purchased Du- ;

The Clean Air Act will require, among other things, quesne's 13.71% ownership share of Perry Unit 2 i

- and all Perry real property for 53.3 million. ~nu,ssignificant reductions in the emission of sulfur ,

dioxide in two phases over a ten-year period and purchase increased the Company s ownership ;

share of the unit to 44.S5%. The remainderis ownednitrogen oxides by fossil-fueled generatmg units. j
by Toledo Edison, Ohio Edison and Pennsylvania ;

Centenor Energy developed a compliance strategy Power. '

for the Company and Toledo Edison which was e

submitted to the PUCO in 1992 for review. Center. The license extension request and the purchase of :
ior Energy subsequently reached agreement with Duquesne's share do not indicate any plans to ;

intervemng parties and is awaiting formal PUCO resurne construction of Perry Unit 2. They were !
approval. Centenor Energy also is seeking United made to keep the Company's options open.
States Environmental Protection Agency ap-
proval of the Phase 1 plans. The complia'nce plan If Perry Unit 2 were canceled, the net-of-tax invest- -

which results in the least cost and the greatest ment would have to be written off. Such a write.
flexibility provides for compliance with both ff (based on the Company s mvestment as of the
phases through at least 2005. The plan calls for end of 1992) would be about $263 million. Note |
greater use of low-sulfur coal at some of our units 10(d) discusses more about the effects of a write- ;

Oil Iand the banking of emission allowances. The plan
would require capital expenditures for the Com-

If a decision were made to convert Perry Unit 2 to apany over the 1993-2002 period of approximately
$172 million for nitrogen oxide control equipment' nonnudear design, we would expect to write off a

portion of our investment for nudear plant con- .emission monitoring equipment and plant modifi-
struction costs not transferable to the nonnudear I

cations. In addition, higher fuel and other opera-
co tion prok .;tion and maintenance expenses would be mcurred.

I

The least cost plan also calls for the Company t Perry Unit 2 AFUDC was credited to a deferred '

place a scrubber or other sulfur emission control income account from July 1985 until January 1,
technology in service at one of its generating plants 1988, when the accrual was discontinued. The total ;

sometime after 2004 with expenditures beginning deferred AFUDC amount of $124 million is re- i
in 2001. The anticipated rate increase associated

flected in the Balance Sheet as a reduction in the .

with the Company's capital expenditures and Perry Unit 2 investment.
higher expenses would be about 1-2% in the late
1990s. Another increase would be needed after the i

year 2000, for an aggregate rate increase in the (4) SUPERFUND SITES ;
range of 3-6%. -1The Comprehensive Environmental Response, ;
Our compliance plan will depend upon future emi- Compensation and Liability Act of 1980 as '

ronmental regulations and input from the PUCO, amended (Superfund) established programs ad-
other regulatory bodies and other concemed enti- dressing the cleanup of hazardous waste disposal
ties. In addition, we are continuing to monitor sites, emergency preparedness and other issues. .

developments in new technologies that may be The Cornpany is aware of its potential involvement
incorporated into our compliance strategy. If a plan in the cleanup of seven hazardous waste sites. The -
other than the least cost plan is required, signih- Company has recorded reserves based on estiJ i
cantly higher capital expenditures could be re- mates of its proportionate responsibility for these |
quired during the 1993-2002 period. We believe sites. We believe that the ultimate outcome of these - |
Ohio law permits the recovery of compliance costs matters will not have a material adverse effect on !
from customers in rates. our financial condition or results of operations.

3

i

(Cleveland Electnc) F-38 (Cleveland Electric)
,

,

L.

L -



_ _ _ _

,

!

,!

|

(4) NUCLEAR OPERATIONS AND CONTINGENCIES the next 104 weeks. The amount and duration of i
extra expense could substantially exceed the insur- *

(a) OPERATING NUCLEAR UNITS ance coverage. >

The Company's interests in nuclear units may be
impacted by activities or events beyond our control. (c) NUCLEAR DECONTAMINATION AND
Dating nudear generating units have exper- DECOMMISSIONING ASSESSMENT ,

'
lenced unplanned outages or extensions of sched- '

uled outages because of equipment problems or The Energy Act permits special assessments on

new regulatory requirements. A major accident at a investor-owned electric utihties which own nudear ;

nudear facility anywhere in the world could cause generating plants for the decontamination and ;

the NRC to limit or prohibit the operation, con. decommissioning of nuclear enrichment facilities
struction or licensing of any nudear unit. If one of Operated by the Department of Energy. The assess- 4

our nudear units is taken out of service for an ments to individual utilities are based upon the |

extended period of time for any reason, including amount of enrichment services used in prior years
'

an accident at such unit or any other nudear facil. and cannot be imposed for more than 15 years. At
ity, the Company cannot predict whether regula- December 31,1992, the Company accrued a liabil-

tory authorities would impose unfavorable rate ity of 519 million for its share of the total assess-
,

treatment. Such treatment could indude taking our ments. These costs are recorded as deferred charges

affected unit out of rate base or disallowing certain since, based on the legislation, the Company be-

construction or maintenance costs. An extended lieves the PUCO will allow the recovery of the
,

outage of one of our nudear units coupled with assessments through the Company's fuel cost '

unfavorable rate treatment could have a material factors. i

adverse effect on our fmancial condition and results I

of operations. (5) NUCLEAR FUEL i
I

The Company has inventories for nuclear fuel
(b) NUCLEAR INSURANCE which should provide an adequate supply into the '

The Price-Anderson Act limits the liability of the mid-1990s. Substantial additional nuclear fuel .:
owners of a nudear power plant to the a' ount must be obtained to supply fuel for the remaining |m
provided by private insurance and an industry useful lives of its nudear generating units. t

assessment plan. In the event of a nudear incident :

at any unit in the United States resulting in losses Nudear fuel is financed for the Company and !

in excess of the level of private insurance (cur. Toledo Edison through leases with a special pur-

rently 5200 million), the Company's maximum po- p se c rporation. The total amount of fmancmg'

tential assessment under that plan would be 571 currently available under these lease arrangements
,

is $509 million (5309 million from mtermediate-million (plus any inflation adjustment) per inci-
rangements). Fm.5200 million from bank credit ar-
'''* " t'S ""ddent. The assessment is limited to $11 million rer

ancmg m an amount up to 5900vear for each nudear incident. These assesstnent
iimits assume the other CAPCO companies con- milhon is pernutted. The m, termediate-term notes a

mature in the period 1993-1997, mth 577 million ;tribute their proportiorate share of any
maturing in September 1993. The bank creditassessment. arrangements terrrunate m October 1993 at which.

The CAPCO companies have insurance coverage time the corporation will obtain alternate hnanc- i

for damage to property at the Davis-Besse, Perry ing. As of December 31,1992,5246 million of
and Beaver Valley sites (induding leased fuel and nuclear fuel was fmanced for the Company. The ,

dean-up costs). Coverage amounted to 52.625 Company and Toledo Edison severally lease their .i
billion for each site as of January 1,1993. Damage respective portions of the nudear fuel and are |
to property could exceed the insurance coverage obligated to pay for the fuel as it is consumed in a [

by a substantial amount. If it does, the Company's reactor. The lease rates are based on various inter-' !

share of such excess amount could have a material mediate-term note rates, bank rates and commer-
adverse effect on its financial condition and re. cial paper rates.
suits of operations.

The amounts financed include nuclear fuel in the t
The Company also has extra expense insurance Davis-Besse. Perry Unit 1 and Beaver Valley Unit 2 j
coverage. It indudes the incremental cost of any reactors with remaining lease payments for the i

replacement power purchased (over the costs Company of 546 million,564 million and $23 mil- !
which would have been incurred had the units lion, respectively, as of December 31,1992. The i
been operating) and other incidental expenses after nudear fuel amounts fmanced and capitalized also i
the occurrence of certain types of accidents at our induded interest charges incurred by the lessors

; nudear units. The amounts of the coverage are amounting to 59 million in 1992,512 million in
100% of the estimated extra expense per week 1991 and $19 million in 1990. The estimated future ;

during the 52-week period starting 21 weeks after lease amortization payments based on projected j
an accident and 67% of such estimate per week for consumption are 558 million in 1993,559 million in
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1994,556 million in 1995,$54 million in 1996 and amortizations can be accelerated at the option of
$50 million in 1997. the Company. |

!

On October 22,1992, the PUCO approved a Pate i

(6) REGULATORY MATTERS Stabilization Program as set forth in a joint recom- -

'
mendation filed by the Company, Toledo Edison

On January 31,1989, the PUCO issued a rate order and certain customer representative groups in-
which provided for three annual rate increases for volved in the 1989 rate case settlement. Under the !
the Company of approximately 9%,7% and 6% Rate Stabilization Program, the Company agreed !
effective with bills rendered on and after February to freeze base rates until 1996 and limit subsequent

'

1,1989,1990 and 1991, respectively. The 6% in- rate increases to no more than $93 million in 1996,
crease effective February 1,1991 was reduced to 569 million in 1997 and $54 million in 1998. For !
4.35% as 50% of the savings identified by a manage- purposes of any rate increase proceeding in the '

ment audit were used to reduce the rate increase. 1996-1998 period, the Company agreed to cap op-
The resulting annualized revenue increases in cration and maintenance expenses (other than ,

1900 and 1991 associated with the rate order were ffuel and purchased power) at 5784 million on a .
5106 million and 571 million, respectively. consolidated basis for Centerior Energy, subject to

adjustment for inflation and other specified ex.
Under the January 1989 rate order, a phase-m. plan penses. During the 1996-1998 period, PUCO ap-
was designed so that the three rate increases, pmval of any base rate increases and any !

coupled with then-projected sales growth, would additional regulatory accounting measures would I
provide revenues over the ten years beginning be dependent upon our success in implementing '
January 1,1989 sufficient to recover all operating cost-reduction and revenue-enhancement initia- i
expenses and provide a fa,r rate of retum on the tives. The Company agreed to seek authorizationi 'I
Company's allowed investments m Perry Unit 1 for acceleration of the post-1998 Mansfield Plant |
and Beaver Valley Unit 2. Revenues in the first unamortized gain in any rate increase proceeding !
five years of the plan were expected to be less than n the 1996-1998 period. See Summary of Signifi- '!

that required to recover operating expenses and cant Accounting Policies. !
provide a fair retum on investment. Therefore, the r

amounts of operating expenses and return on As part of the Rate Stabilization Program, the Com-
investment not currently recovered are deferred pany is allowed to defer and subsequently recover ,

and capitalized as deferred charges. The unrecov- certain costs not currently recovered in rates and !

ered investment will decline over the period of the to accelerate amortization of certain benefits. Such !

phase-in plan because of depreciation and de- regulatory accounting measures provide.for rate f
ferred federal income taxes that result from the use stabilization by rescheduling the timing of rate |of accelerated tax depreciation. Therefore, the recovery of certain costs and the amortization of ,

amount of revenues required to provide a fair certain benefits, thereby preventing what otherwise !

retum also declines. This results in decreasing would be an erosion in eamings during the 1992- ;
amounts of annual deferrals in the early years of 1995 period. The continued use of these regula-
the plan and then increasing amounts of amortiza- tory accounting measures during this period will be ' |

"

tion and recovery in_the later years of the plan. dependent upon a continuing assessment and de-'
'

The Company deferred 551 million, $104 million termination that there will be probable recovery !
and $1% million in 1992,1991 and 1990, respec- of such deferrals and carrying charges in future

'

tively, of operating expenses and carrying charges rates. The aggregate effect of these measures over-
pursuant to the phase-in plan. The amount of this period could be as much as $316 million on an :
deferrals scheduled to be recorded in 1993 total $16 after-tax basis dependent upon the Company's ;

million. Beginning in the sixth year (1994) and success in implementing cost-reduction and other
?continuing through the tenth year, the revenue revenue-enhancement initiatives, among other fac-

levels authonzed pursuant to the phase-in plan tors. Such regulatory accounting measures which
were designed to be sufficient to recover that pe- are eligible to be recorded through December 31, i

dod's operating expenses, a fair retum on the unre- 1995 on an after-tax basis are as follows: |
covered investments, and the amortization of the ;

deferred operating expenses and carrying charges Deferral of up to $227 million of accrued post-in- i

recorded during the first five years of the plan. The service interest carrying charges, depreciation ,

phase-in deferrals relating to these two units will expense and property taxes on assets placed in j
total 5556 million after 1993 and are scheduled to service after February 29,1988. The deferrals ,

_ be amortized and recovered as follows: 523 million recorded in 1992 were retroactive to January 1,
i

in 1994,566 million in 1995,5114 million in 1996, 1992. Deferrals are based on actual capital ex- i

5166 million in 1997 and 5217 million in 1998. penditures relating to assets placed in service ,

Additional carrying charges totaling $50 million - within the 1988-1995 period. Consequently, the [
deferred for 1990 and 1991 pursuant to certain deferrals will be lower than 5227 million if the :

provisions of the phase-in plan will also be amor- Company continues to reduce capital expendi- ;

tized and recovered by December 31,1998. These tures. Amortization and recovery of these defer- i

!
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rals will occur over the average life of the assets 1992 1991 1990

and will commence with future rate (minions of donars)
recognition. Book Income Before Tederal Income

"'
* Acceleration of the amortizations of an estimated

$57 million in unrestricted excess deferred taxes Tax on Boa incom at Statutory

and $18 million in unrestricted investment tax in),,e diecrene) in Tax-
'' ~

credits available after 1998. The amortizations Deprecation . (3) (2) 7. . . -

commenced October 1,1992. The amortization of Investment tax credits on

investment tax credits is reported as a reduction disallowed nuclear plant - - (19)
"'''S''**'""" " - (5) - -

of depreciation expense. Taxes other than federalincome

. Amortization of up to $14 million in intenm g,(, , [ Q) ])spent fuel storage accrual balances for Davis- -

Besse. The amortization commenced October 1, Total Fednal Ince Tam Empw. 5g g3] _g=
1992~

Federal income tax expense is recorded in the In-
The Company is also allowed to defer and subse- come Statement as follows:
quently recover the incremental expenses associ- 9 92 1991 19eo
ated with adoption of the accounting standard for g,,gim,r5 y donars) . 4
postretirement benefits other than pensions. See op,,,on,g,p,n,,, |
Note 8(b). Current To Provision. . 5 47 5 75 s 27

The Rate Stabilization Program provides for PUCO O'*"8",iin),'n',e Ti'
' " ""

p i,7 x
regulatory approval of certain corporate transaC- Accelerated deprecanon and ' ;
tions, including major asset sales, after an evalua- amortation , . _ 32 9 40 ;

tion of the customer benefit of these transactions. Altemanve minimum tax nedit - (18) (3) (19) )
The Rate Stabilization Program may be renegoti- S'['7,d jon'o'n !

h
n , 4 (9) 3

ated under certam force majeure and other Property tax expense. 14 - (11)
'

events. Rate Stabihution . 2
,

Reacqared debt costs,. 6 16 2 t

Deferred Operating Expenses, Net, and Deferred Deferred construction work in !

Carrying Charges shown in the Income Statement progress revenues - (2) 11 ;

consist of the following: Mnred fuel costs. (2) (5)-- 5 ;
Other items . . . 4 14 15 i

1992 1991 1990 Investment Tax Credits. - li
- ',2 ,

- -

(minions of dona s) Total Charged to Operaung :

Deferred Operating Erpenses, Net: Exp m s. M 106 75 !

Phase-in . . 5(11) $(16) $(34) Nonoperanng income: '

Rate Stabiluanon . . . . (33) - - Current Tax Provision. ..... ... (19)' (8) (25) -

Changes in Accumulated Deferred !Amortzanon of Pre-Phase-in
Deferrals . 9 9 10 Federalincome Tax: *

Total . 5,Q5) -$J) -52) Write-off of nuclear costs . 7 - (12) 'I
- Rate Stabihunon . 6 - - )

Deferred Carrying Charges; AFUDC and carrymg charges ... 14. 32 57 ,

*Phase-in: Other items . J ).
Debt . 5 15 $ 24 5 52 Total Expense Charged to '

Equity , 25 64 110 Nonoperanng income . 5 24 20 i

Rate Stabihzation (Debt)- 19 -- -

Total FederalIncome Tax Expense. . b . U U' 'Total Phase-in . . 40 88 162

Total - O $_8J E The Company joins in the hiing of a consolidated -
federal income tax return with its affiliated com- :

p) TEDERALINCOME~ TAX panies The method of tax allocation reflects the -i
benehts and burdens realized by each company's

Federal income tax, computed by multiplying in- participation in the consolidated tax retum, approx- fcome before taxes by the statutory rates, is recon- imating a separate return result for each company. '

ciled to the amount of federal income tax recorded
-

,

on the books as follows: In 1990, adjustments for unamortized investment i

tax credits on the 1988 write-off of nuclear plant ;

investments decreased the federalincome tax pro- j
vision for nonoperating income $19 million. Also ;

in 1990, the resolution of a property tax deduc- |
tion issue resulted in a reduction in federal income ;

tax expense of 510 million. -)
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The adoption of SFAS 109 in 1992 affected certain Net pension and VEROP costs (credits) for 1990 -

!
IIalance Sheet accounts. The most significant im- through 1992 were comprised of the following

'

pact was an increase in Utility Plant in Senice and components:
an offsetting increase in Accumulated Deferred 3,y 3,3 3 99 ;
Federal Income Taxes. g gy ,

Penst " *
Under SFAS 109, temporary differences and car, enic e ts earned t

ryforwards gave rise to deferred tax assets of $415 dunr g the penod . . . . . . . . . . 5 10 59 5 10 f.

milhon and deferred tax liabilities of $1.807 billion Interest cost on projected benefit
,

at December 31,1992. These are summarized as obhganon. .- 27 25 26 i

follows- ^#'""I ''*"" *" P '" * *" 'l ' . g) 50 (50) -
!@) 3

' Net amortization and deferra }

Million5 8f Net pension costs (credits) . (17) (15) (11) [
DcHs+s VEROP cost, -- - 8 i

Serdement gain . 4
- - @ j

Property, plant and equipment . $1,468
.

Deferred carrymg charges and operating expenses . 249 Net costs (credits) . 5,117) -5,11,,5) -5J39)
>

Sale and leaseback transactions.- (123)
-

"",|oss caywards . The following table presents a reconciliation of the .['',C, s
cg ,

r%er _ 9 funded status of the plan at December 31,1992 and |

Net deferred tax hability. . 51.392
December 31. |

1992 "'IFor tax purposes, net operating loss (NOL) car- ,

ryforwards of approximately $234 million are avail. (maicns at j
#"#Hable to reduce future taxable income and will Asp vane d benegam -

expire in 2003 through 2005. The 34% tax effect of vested benefits . . . . 5 215 5 209 |

the NOLs is $79 million. Nonvested benehts . . . . 28 23 !

Accumulated benefit obligation . 243 232 f
The Tax Reform Act of 1986 provides for an alter- Ufect of future compensation levels . .. 66 79 i

Inative minimum tax (AMT) credit to be used to Total projected benefit obhgation .. 329 311-
reduce the regular tax to the AMT level should the Plan asse:s at fair market 'value .. 585 585 '!
regular tax exceed the AMT. AMT credits of 574 surplus of plan assets over projected benefit >

million are available to offset future regular tax. obligation .- 256 274 i..

The credits may be carried forward indefinitely. Unrecogruzed nei gain from variance i
*

between assumptions and experience . (107) (1N)'

Unrecogruzed pnor service cost .- . 7 8

(B) RETIREAfENT AND POSTEAfPLOYMENT Transinon asset at lanuary 1.19s7 being
(82) (88)BENEFITS amortized over 19 years . .. .

Net prepaid pension cost . . ..5 74 5 57 j

(a) RETIREMENT 1NCOME PLAN r

At December 31,1992 and 1991, the settlement _jThe Company and Service Company jointly spon- (discount) rate and long-term rate of return on ;
sor a noncontributing pension plan which covers plan assets assumptions were 8.5% and the long- ;
all employee groups. The amount of retirement term rate of annual compensation increase assump- {benefits generally depends upon the length of ser- tion was 5%. :vice. Under certain circumstances, benehts can
begin as early as age 55. The plan also provides Plan assets consist prirrarily of investments in com- .

certain death, medical and disability benehts. The mon stock, bonds, guaranteed investment con- |
funding policy of the Company and the Senice tracts, cash equivalent securities and real estate. !

Company is to comply with the Employee Retire- i
ment income Security Act of 1974 guidelines.

(b) OTHER POSTRETIREMENT BENET1TS. f
in 1990, the Company and Service Company of- The FAES accounting standard for postretirement ffered a Voluntary Early Retirement Opportunity benefits other than pensions (SFAS 106) requires e

Program (VEROP). Operating expenses for both the accmal of the expected cost of such benents !

companies for 1990 included 58 million of pen- during the employees' years of service. The as- |
sion plan accruals to cover enhanced VEROP bene' sumptions and calculations involved in determin- !

fits and an additional 520 milhon of pension costs ing the accrual closely parallel pension accounting $
for VEROP benents paid to retirees from corpo- requirements. |
rate funds. The 520 million is not included in the ;

pension data reported below. A credit of $36 mil- The Company currently provides certain postretire; |
lion resulting from a settlement of pension obli- ment health care, death and other benehts and |

~

gations through lump sum payments to a expenses such costs as these benehts are paid, j
substantial number of VEROP retirees partially off- which is consistent with current ratemaking prac- i

set the VEROP expenses for both companies. tices. Such costs totaled 55 minion in 1992, 56 i

.!
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million in 1991 and 55 million in 1990, which (10) CAPITALIZATION
included medical benefits of 54 million in 1992,55
million in 1991 and 54 million in 1990. (a) CAPITAL STOCK TRANSACTIONS

The Company will adopt the standard effective Preferred stock shares sold and retired during the '

January 1,1993. The Company plans to amortize three years ended December 31,1992 are listed in :

the present value of the accumulated post. the following table. ;

retirement benefit obligation to expense over a 20- 3 ,92 iggi 3,90
!year period. Based on our actuaries' review of 199. p . g,4 3 ,g

data, the accumulated postretirement benefit obli- Subsect to Mandatory Redempnon:
gation as of December 31,1992 is estimated to be in sala
the range of 5110 million to 5140 million (pretax). 5 y["[ [ Q
Had the standard been adopted in 1992. the addi- a0 00 senes s . 75 - - .'i
tional 1992 postretirement benefit cost would have Renrements i

s 735 senes c . 00) 00) 00) !been in the range of $10 million to 514 million
(pretax). The Company believes the 1993 effect of N N f; 9 $ @
actual adoption may be similar, although it could 80.00 senes G. - - 0)
be significantly different because of changes in 145 00 series H . - - 04)

se 1

,

U5$ 3, 7 ghealth care costs, the assumed health care cost
3

trend rate, work force demographics, plan provi- Adjustable senes M 000) 000) -

|
sions or interest rates. Like the retirement income Not sub)cet to Mandatory Redempnon:
plan, these estimates reflect a discount rate assump- Renrements

Remarketed senes P . J) - -tion of 8.5% per year. The annual health care cost .

trend assumption is 12% in 1992, reducing gradu. Net Change. . g) y) y)
,

ally to an ultimate annual rate of 6% in 1996 and
- "- -

f

'#''' I'#~ *

(b) EQUITY DISTRIBUTION RESTRICTIONS
The PUCO authorized the Company to defer for
subsequent recovery postretirement benefit costs At December 31,1992, consolidated retained eam- .!
that exceed its actual payments for the period 1993 ings were $545 million. The retained eamings !

1997. This provision was part of the Rate Stabili- were available for thd declaration of dividends on ;

zation Program discussed in Note 6. The amount the Company's preferred and common shares. All
we can defer will be determined by the extent to f the Company's common shares are held by ,

which Centerior Energy is successful in reducing Centerior Energy. i

the added obligation on a consolidated basis by 537 Any financing by the Company of any of its non- i

million or 25% of the incremental costs expected utility affiliates r'equires PUCO authorization un- !

when the Company got the order. The Company less the fmancing is made in connection with
'

and Centerior Energy have until December 31,1997 transactions in the ordinary course of the Com- I

to make the reductions. pany's public utilitiei business operations in which
ne c p ny acts os behalf of another. i

(c) POSTEMPLOYMENT BENETITS -.

- In November 1992, the FASB issued a new account- (c) PRETERRED AND PRETERENCE STOCK j
ing standard for postemployment benefits (SFAS
112), such as severance pay, disability, worker's Amounts to be paid for preferred stock which must
compensation and supplemental unemployment be redeemed during the next fwe years are 538
benefits The Company is required to adopt the million in 1993,529 million in 1994,540 million in
new standard no later than 1994. We have not 1995 and $30 million in both 1996 and 1997. |

completed an analysis to determine the effect of The annual preferred stock mandatory redemption
adopting the new standard. pmvisions are as follows: -)

;

(9) GUARANTEES Sh*v' P"" !To Be Begmmg Per
The Company has guaranteed certain loan and Rrdermed m Shart

lease obligations of two mining companies under s 735 senes c . 10.000 19M s 100-
two long-tenn coal purchase arrangements. One of 86 00 senes E 3,000 1981 1,000

- these arrangements requires payments to the min- Adiustable senes M . 100.000 1991 100- ,

ing company for any actual out-of-pocket idle ys seno _

1

5
mme expenses (as advance payments for coal) 88 00 senes R .. 50.000 2001* 1,000
when the mines are idle for reasons beyond the 90.00 senes s . 18.750 iw9 1,000

control of the mining company. At December 31, . All outstandmg sharn to be redeemed on December 1. 200L
1992, the principal amount of the mining compa-
nies' loan and lease obligations guaranteed by the The Company has called for redemption the re-
Company was $71 million. maining 97 outstanding shares of its Serial Pre-
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ferred Stock, Remarketed Series P, in August 1993 The Company issued 5578 million aggregate princi-
'

at a redemption pnce of 5100,000 per share. pal amount of secured medium-term notes during
the 1990-1992 period. The notes are secured by ,

The annualized preferred dividend requimment as first mortgage bonds. At December 31,1992, the i

of December 31,1992 was $42 million. Company had $35 million aggregate principal
amount of secured medium-term notes registered i

The preferred dividend rates on the Company's with the Securities and Exchange Commission and i
'Series L, M and P fluctuate based on prevailing available for issuance.

interest rates and market conditions. The dividend
rates for these issues averaged 7.59%, 7.04% and The Company's mortgage constitutes a direct fust
6.73%, respectively, in 1992. lien on substantially all property owned and

franchises held by the Company. Excluded from ;

Preference stock authorized for the Company is the lien, among other things, are cash, securities,
3,000,000 shares without par value. No preference accounts receivable, fuel and supplies. ,

shares are currently outstanding. There are no :
Additional first mortgage bonds may be issued byrestrictions on the Company's ability to issue pre- ,

ferred or preference stock. the Company under its mortgage on the basis of
bondable property additions, cash or substitution i

With respect to dividend and liquidation rights, the for refundable fust mortgage bonds. He issuance {
Company's preferred stock is prior to its prefer- of additional first mortgage bonds on the basis of 6

ence stock and common stock, and its preference property additions is limited by two provisions of ,

stock is prior to its common stock. our mortgage. One relates to the amount of 'i
bondable property available and the other to eam- !
ings c verage f interest on the bonds. Under the

(d) LONG-TERM DEBT AND OTHER m re restrictive of these provisions (currently, the -

BORROWING ARRANGEMENTS amount of bondable property available), the Com-
Long-term debt, less current maturities, was as pany would have been permitted to issue approx-

follows: imately 5329 million of bonds based upon
available bondable property at December 31,1992.

,, $',,,, The Company also would have been permitted to^

uter,3, issue approximately 5432 million of bonds based
Rate af upon refundable bonds at December 31,1992. If 'i

D'""b" 31orcember 31, Perry Unit 2 had been canceled and written off as -

Year of Msturrtv 1992 1992 1991 of December 31,1992, the Company would not
("h5 #f have been permitted to issue any bonds based

" upon available bondable property, but would havenrst mortgage bonds:
1993 . 3.875 % 5 - s 30 been permitted to issue approximately $432 mil- r

'
m3. 835 - 50 lion of bonds based upon refundable bonds.
1993 . 13.75 - 4

1994 . 4375 25 25 An agreement relating to a letter of credit issued in

f993
-

I3s j j connection with the sale and leaseback of Beaver
1995 . 7Do 1 1 Valley Unit 2 contains several financial covenants .

19% . 13.75 4 4 affecting the Company, Toledo Edison and Center - t
3 IQ;

, M ior Energy. Among these are covenants relating to ,

1997 . 13.75 4 4 earnings coverage ratios and capitalization ratios. !

1997 ... - 7.00 1 1 The Company, Toledo Edison and Centerior En- .

'

joo$og @ 3y ergy are in compliance with these covenant provi-2 3
g

sions. We believe these convenants can still be met i200s.2012. s.20 310 410
s.90 53s 663 in the event of a write-off of the Company's and t

2013 2017. .

7.s4 337 337 Toledo Edison's investments in Perry Unit 2, bar-2018 2022. .

2023 . 5 85 ring unforeseen circumstances.

Term bank loans due .

1994 199s. .... 731 s 81 (11) SHORT-TERM BORROWING ARRANGUfENTS
'

Medium-term notes due
1994 202L . . . . .... 8.95 678 700 The Company had 5137 million of bank lines of

P*gg" erol notes due credit arrangements at December 31,1992. This -|
53 '9 '

other - net . - 4 7 included a $30 million line of credit which provided
a 55 million line of credit to be available to theToul tong-Term Debt . s2.515 52.683
Service Company if unused by the Company. .

There were no borrowings under these bank credit ~t

Long-term debt matures during the next hve years arrangements at December 31,1992.-
'

as follows: 5272 million in 1993,542 million in ;

1994,5206 million in 1995,5151 million in 1996 and Short-term borrowing capacity authorized by the i

555 million in 1997. PUCO annually is $300 million for the Company. ,
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The Company and Toledo Edison are authorized rates (or other appropriate rates) for similar issues
'

by the PUCO to borrow from each other on a and loans with the same remaining maturities.
short-term basis. ,

The estimated fair values of all other fmancial '

Most borrowing arrangements under the short' instmments approximate their carrying amounts in
term bank lines of credit require a fee of 0.25% the Balance Sheet at December 31,1992 because of
per year to be paid on any unused portion of the their short-term nature.
lines of credit. For those banks without fee ,

requirements, the average daily cash balance in
'

the Company's bank accounts satisfied informal (13) QUARTERLY RESULTS OF OPERATIONS i

compensating balances. (UNAUDITED) |
t

At December 31,1992, the Company had $10 mil- The following is a tabulation of the unaudited i

lion of short-term notes outstanding under an quarterly results of operations for the two years !

uncommitted fmancing facility. The Company can ended December 31,1992. i

borrow up to 540 million until the agreement is '
, cuarter, E nded

canceled by either party. , , ,

At December 31,1992, the Company had no com- (minions of donors; -

mercial paper outstanding. If commercial paper la92 4

were outstanding, it would be backed by at least Operatmg Revenues. 5422 5415 54'9 5427

an equal amount of unused bank lines of credit. O*]*""8 ",C
*'

f7 3] 3$ }I 3
;,

Eamings Available for

(12) FINANCIAL INSTRUMENTS' FAIR VALUE Common Stock . 17 23 92 32 ;

#IThe estimated fair values at December 31,1992 of Operaung Revenues. 5431 5456 5518 5421
fmaneral instruments that do not approximate Operanns Income. 90 102 139 84

'
their carrying amounts are as follows: Net income .. 38 52 95 61

Eammgs Availatdc for
Carrymg Tair Common Stoa . 29 43 66 52
Amount Valur i

f adho"5 of Eamings for the quarter ended September 30,1992 !
donan) were increased by $26 million as a result of the !

Nudear Fant Decommissionmg Trusts . 5 23 5 24 recording of deferred operating expenses and car-' rying charges for the f rst nine months of 1992 .

Re [ nP ons (incl ding
currera portion).. . .. - 343 342 totaling S39 million under the Rate Stabilization :

Long-Term Debt (includmg cunent program approved by the PUCO in October 1992. i
pornon) . 2,m 2.886 See Note 6. |

The fair value of the nuclear plant decommission- Eamings for the quarter ended December 31,1991 |
ing trusts is estimated based on the quoted market were increased by $33 million as a result of year-

'

prices for the investment securities. The fair value end adjustments of 518 million to reduce depreci. ;

of the Company's preferred stock with mandatory ation expense for the year for the change in the .
'

redemption provisions and long-term tebt is es- nuclear plant straight-line depreciation rate to 2 5%
timated based on the quoted market prices for the (see Summary of Signi6 cant Accounting Policies) ,

'
respective or similar issues or on the basis of the and $29 million to increase phase-in carrying
discounted value of future cash flows. The dis- charges for an adjustment to 1991 cost deferrals
counted value used current dividend or interest (see Note 6). j
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- Financial and Statistical Review

Operating Revenues (millions of dollars)
i> Total

Total Tota! .Sicam Cyating
Year Resdennal Commercial Industnal Other Retail Wholesale Decmc Heanng Revenues

1992. $517 531 530 101 1 679 64 1 743 - 51 743

1991 .. 547 540 547 117 1 751 75 1 826 - 1 826
1993. 4 95 494 544 123 1 656 35 1 691 - 1 691
1989. 470 453 520 117 1 560 74 1 634 - 1 634
1988. 436 395 476 60 1 367 86 1 453 - 1 453

19S2. . . 349 305 394 35 1 083 17 1 100 18 1 118

Operating Expenses (millions of dollars)
other Deferred

Faci & Operanon Depreaanon Taxes. Operating Federal Total i
Purchased & & Other Than Expenses, income Operanns i

Year Pcwer Mamtenance Amorazanon TTT Net Taxes Expenses

1992. . 5434 465 179 226 (35) 89 $1358

1991. 455 470 171(a) 216 (7) 106 1 411
1990. 412 514 170 197 (24) 75 1 344
1989. 427 508 ISS 183 (42) 85 1 349
1988. . 308 524 190 185 (104) 95 1 198

1992. 339 250 87 107 - 1% 889

Income (millions of dollars)
Federal

Other income income
income & Deferred Tames- Before

0;erstmg AFUDC- Deduchons, Carryms Credit Interest
iear income Equrry Net Chartres (Exprnee) Charges

1992 . $355 1 8 59 (5) $448

1991. . 415 6 6 88 (24) 493
1990. 347 5 1 162 (20) 495
1989. 285 8 9 235 (56) 461
1985. 255 8 (243)(b) 225 53 29S

l1982. 229 77 (2) - 22 326 1

Income (millions of dollars)
income
Before

Cumulanve C_imulanve Preferred & Earrungs
Effect of an Ebxt of an Preference Avadable for

Drtw AIUDC- Accountmg Accounng Net Stock Common
Year interes: Debt Change Change income Dmdends 5tock

| 1992.. . 5243 - 205 - 205 41 $164

1991.. 251 (4) 246 - 246 36 210
1990. 255 (3) 243 - 243 37 206
1959. . 238 (7) 250 - 250 40 210
1968 .. . 229 (4) 73 22(c) 95 42 53

| 1982. .. 144 (27) 209 - 209 38 1 71

(a) In 1991, a change in accountmg f or nudear plant deprecianon was adopted, changmg from the uruts of-producuon method to the straight-line
method at a 2.5% rate.

i

1

(b) Includes wnte-off of nudear costs in the amount of $257 milhon m 1988.
(c) In 1988, a change in the method of accountmg for unbilled resenues was adopted.
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THE CLEVELAND E LFCTRIC ILLUMINATING COMPANY AND SUBSIDIARIES

Electric Sales (millions of KWH) Electne Customers (year end) Residential Usage [
Average Average

b'Avera e Pnce Revenue
Industnal KWH fer Per Per f

Tear Rendenhal Commernal Induzena! Wholesale other Total Rc6uiennal Commernal & Other Tmal Customer KWH Customer
[

f1992. 4 725 5 467 7 988 1 989 533 20 702 669 800 70 943 8 375 749 118 7 071 10 94c $773.77*

i

1991. 4 940 5 493 8 017 2 442 565 21 457 M7 495 70 405 8 398 746 298 7 170- 11 08 797.25
1990. 4 716 5 234 6551 1 607 463 20 571 665 000 68 700 8 351 742 051 6 867 10.53 723.15
1989. 4 789 5 208 8 780 2 132 501 21 410 660 786 68 030 8 329 737 145 7 025 9.81 691.83
1988. 4 852 4 998 9 013 749 472 20 084 657 592 66 606 8 203 732 401 7 152 8.99 646.35

1982. 4 336 4 194 7 OS2 687 414 16 713 641 705 61 861 7 656 711 222 6 490 8 08 524.63

Load (MW & %) Energy (millions of KWH) Fuel |
oper:Ne .

Capanty E mnenev- |
at Time Prah Capacey lad Compary Generated Purchaned f uel Cost BTU Per ;

T ear of Peek Inad Ma pn f aceter Fossd Audear Total Power Total Per t.WH kWH j

1992 , 4 703 3 605 23.3 % 63.0% 12 715 7 521 20 236 1 649 21 885 1.47c 10 456

1991. 4 695 3 886 17.2 61.8 13 193 7 451 20 644 2 144 22 788 1.49 10 503 h
1900. 4 685 3 778 19.4 63.3 15 579 5 262 20 641 964 21 805 1.52 10 417 ;

1989'. 4 536 3 B66 14.8 65.2 14 96s 6 570 21 538 12o8 22 806 1.49 10 506 +

1988. 4 468(d) 4 067 9.0 59.8 15 756 4 480 20 236 1359 21 595 1.59 10 517 |

1982. 4 649 3 090 34.2 65.3 15 576 1 650 17 226 766 17 992 1.83 10 475

investment (millions of dollars) j

b Totator
8 Utilrev Accumulated Progress Nuclear Propertv. Unlity *

Phnt in Deprenation & Net & Perry Fueland Plant and Plant Total ;

1 ear servue Arnomzation Plant Unit 2 Other Equipment Addauons Asaets*

1992. 56 602 1 728 4 874 501 261 55 636 5156 58 123 :

1

1991 61% 1 565 4 631 545 305 54S1 150 7 942 i
1990. 6 032 1 398 4 634 572 344 5 550 165 7 821 |

'
1989. 5 869 1 259 4 610 603 354 5 567 144 7 546

..!
q

1988. 5 705 1 082 4 623 639 381 5 643 211 7 332

19S2. 2 725 680 2 045 1 256 158(e) 3 489 422 3 974 I<

I
Capitalization (millions of dollars & %) i

!
!

Preferred & Preference PMened stock. mthout [
semk. with Mandatory Mandatory Redemphon 't

Year Common stuk Equiry kedempnon Provu.sans Pumunns laqr. Term Debi Totat ;

1992. 51 865 39% 314 6% 144 3% 2 515 52% '54 838 !
:

1991 1 898 38 268 5 217 4 2 683 53 5 066 |4

1990. 1 884 38 171 3 217 4 2 632 55 4 904
1989. 1 828 40 212 4 217 5 2 336 51 4.593
1988. 1 780 40 233 5 217 5 2 260 50 4 490

1982 . '1227 40 322 10 95 3 1 442 47 3 OS6 }
i

(d) Capanty data reflects extended generanng urut outage for renovanon and improvernents )
(c) Restated for effects of capitahzation of nuclear fuel lease and finanang arrangernents pursuant to Staternent of Finanaal Accounting Standards 71 !

, ,

j
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To the Share Owners of
The Toledo Edison Company:o

We have audited the accompanying balance sheet and method of accounting for nuclear plant depreciation ,

statement of preferred stock of The Toledo Edison in 1991, retroactive to January 1,1991.
Company (a wholly owned subsidiary of Centerior
Energy Corporation) as of December 31,1992 and As discussed further m. Note 3(c), the future of Perry

.

1991, and the related statements ofincome retained Unit 2 is undecided. Construction has been sus-
earnings and cash flows for each of the three years in Pended since July 1985. Vanous options are being |

,

the period ended December 31,1992. These hnancial considered, mcluding resuming construction, con- ,

statements and the schedules referred to below are vertmg the unit to a nonnuclear design, sale of all or

part of,t. Management can S ve no assurance when,
the Company's ownership share, or cancelingthe responsibility of the Company's management.

the uni iOur responsibility is to express an opinion on these
if ever, Perry Lnit 2 will go m service or whether thefinancial statements and schedules based on our

audits. Company's investment m, that unit and a return
thereon will ultimately be recovered.

We conducted our audits in accordance with generally :

accepted auditing standards. Those standards require Our audits were made for the purpose of forming an ;
that we plan and perform the audit to obtain reason- opinion on the basic hnancial stztements taken as a t

able assurance about whether the hnancial statements whole. The schedules of The Tolado Edison Com-

are free of material misstatement. An audit includes pany listed m the Index to Schedales are presented
examining, on a test basis, evidence supporting the for purposes of complymg with the Securities and
amounts and disclosures in the financial statements. Exchange Commission's rules and are not part of the

basic hnancial statements. These schedules haveAn audit also includes assessing the accounting princi-
ples used and significant estimates made by manage. been subjected to the auditmg procedures applied in
ment, as well as evaluating the overall financial the audits of the basic fmana l statements and, m.a

statement presentation. We believe that our audits our opinion, fairly state m all material respects the

provide a reasonable basis for our opinien. hnancial data required to be set forth therein in rela-
tmn to the basic financal statements taken as a

In our opinion, the hnancial statements referred to whole.
above present fairly. in all material respects, the hnan-
cial position of The Toledo Edison Cornpany as of
December 31,1992 cnd 1991, and the results of its

Arthur Andersen & Co.operations and its cash flows for each of the three
years in the period ended December 31,1992, in
confonnity with generally accepted accounting
pnnciples. Cleveland, Ohio

February 12,1993
As discussed further in the Summary of Signihcant
Accounting Policies, a change was made in the

i
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- Summary of Significant Accounting Policies

CENERAL nuclear fuel disposal costs are being recovered
The Toledo Edison Company (Company) is an elec. through the base rates.

a
tric utihty and a wholly owned subsidiary of Center- The Company defers the differences between actual
ior Energy Corporahon (Centenor Energy). The fuel costs and estimated fuel costs currently being
Company tollows the Uniform System of Accounts recovered from customers through the fuel facter. This
presenbed by the Federal Energy Regulatory Commis~ matches fuel expenses with fuel-related revenues.
sion (FERC) and adopted by The Public Utilities
Commission of Ohio (PUCO). As a rate-regulated
utility, the Company is subject to Statement of Finan. DEEERRED CARRYING CHARGES
cial Accounting Standards (SFAS) 71 which governs AND OPERATING EXPENSES
accounting for the effects of certain types of rate As discussed in Note 6, the January 1989 PUCO rate
regulation- order for the Company included an approved rate
The Company is a member of the Central Area Power phase-in plan for its investments in Perry Nuclear
Coordination Group (CAPCO). Other members in. Power Plant Unit 1 (Perry Unit 1) and Beaver Valley
clude The Ceveland Electric illuminating Company Power Stanon Unit 2 (Beaver Valley Unit 2). The ,

plan called for the Company to begin deferring in |(Oeveland Electric), Duquesne Light Company ( u-
quesne), Ohio Edison Company (Ohio Edison) and January 1989 operating expenses and both interest '|

-

Ohio Edison's wholly owned subsidiary, Penn- and equity carrying charges on deferred rate-based r

sylvania Power Company. The members have con _ mvestment. These deferrals, called phase-in deferrals, ;

structed and operate generation and transmission will be amortized and recovered by December 31, ;

facilities for their use. Geveland Electric is also a 1998. Previously, the PUCO authonzed the Company
wholly owned subsidiary of Centerior Energy. to defer operating expenses and carrying charges for

Perry Unit I and Beaver Valley Unit 2 from their
respective n-serv ce dates in 1987 through December' '{RELATED PARTY TRANS4CTIONS 1988. The amortization and recovery of these defer- ,

rals, called pre-phase-in deferrals, also
ary 1989 and will contmue over the h,beganin Janu- |Operating revmues, operating expenses and interest

ves of the |charges include those amounts for transacnons with
affiliated companies in the ordinary course of busi_ related property.

-

ness operations. Beginning in January 1992, the Company deferred
The Company's transactions with Ceveland Electric charges for depreciation, property taxes and interest ;

are primarily for firm power, interchange power, carrymg charges related to plant placed m semce after
transmissioriline rentals and jointly owned power February 29,1988 and not yet included in rate base. ,

The PUCO authonzed these deferrals in October 1992 |plant operations and construction. See Notes 1 and 2.
under a Rate Stabilization Program. Similar deferrals ,

Centerior Service Company (Service Company), the may be recorded through December 3L 1995. Amorti- ;

third wholly owned subsidiary of Centerior Energy, zation and recovery of these deferrals will occur over i

provides management, financial, administrative, engi- the average life of the assets and will commence ]neering, legal and other services at cost to the Com- with future rate recognition. See Notes 6 and 13. The
pany and other affiliated companies. The Service Company is also deferring operating expenses '

Company billed the Company 560 million,561 mil- equivalent to an accumulated excess rent reserve for
lion and 549 million in 1992,1991 and 1990. respec- Beaver Valley Unit 2 over a 39-month period com-
tively, for such services. mencing October 1,1992. Amortization and recovery

of this deferral will occur over the unit's remaining
REVENUES lease term beginning in 1996. See Note 6.

Customers are billed on a monthly cycle basis for their
energy consumption based on rate schedules or con. DEPRECIAT10N AND AMORTIZAT10N
tracts authorized by the PUCO or on ordinances of The cost of property, plant and equipment is depreci- 'l
mdividual muniapannes. An accrual is made at the ated over their estimated useful lives on a straight- 1

,

end of each month to record the estimated amount of line basis. The annual straight-line depreciation pro- !unbilled revenues for kilowatt-hours sold in the cur- Ivision for nonnuclear property expressed as a per-
rent month but not billed by the end of that month, cent of average depreciable utility plant in service was {
A fuel factor is added to the base rates for electric 3.6% in 1992,3 4% in 1991 and 3.3% in 1990. Effective j

service. This factor is designed to recover from cus- January 1,1991, the Company, after obtammg :
.

tomers the costs of fuel and most purchased power. It PUCO approval, changed its method of accountmg .]
is reviewed and adiusted semiannually in a PUCO f r nuclear plant depreciation from the unns-of pro- -1

proceeding ~ duction method to the straight-line method at about a
3% rate. This change decreased 1991 depreciation

TUEL EXPENSE " P'"'' * " "'''**' " " ' " '
511 million (net of 53 million of income taxes) from-

The cost of fossil fuelis charged to fuel expense based what they otherwise would have been. The PUCO
on inventory usage. The cost of nuclear fuel, includ- subsequently approved in 1991 a change to lower the
ing an interest component, is charged to fuel expense 3% rate to 2.5% retroactive to January 1,1991. See
based on the rate of consumption. Estimated future Note 13.

!
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The Company uses extemal funding of future decom- INTEREST CHARGES
4

}
missioning costs for its operating nudear units pursu- ;

ant to a PUCO order. Cash contnbutions are made to Debt Interest reported in the income Statement does ;

the trust funds on a straight-line basis over the re- not include interest on obligations for nuclear fuel j

maining licensing period for each unit. The current under constrdction. That interest is capitalized. See -

level of expense being funded and recovered from Note 5. >

customers over the remaining licensing periods of the .

.

units is approximately $4 million annually. Amounts Losses and gains realized upon the reacquisition or . I
currently m rates are based on past estimates of redemption of long-term debt are deferred, consistent ,

decommissioning costs of 559 million in 1986 dollars with the regulatory rate treatment. Such losses and i

for the Davis-Besse Nuclear Power Station (Davis- gains are either amortized over the remainder of the [
Besse) and $28 million in 1987 dollars each for Perry original life of the debt issue retired or amortized r

Unit I and Beaver Valley Unit 2. Actual decommis- over the life of the new debt issue when the proceeds
sioning costs are expected to significantly exceed of a new issue are used for the debt redemption. The I

!these estimates. We expect to complete our assess- amortizations are included in debt interest expense
ment of these estimates in 1993 to update the decom-
missioning cost amounts and to continue to satisfy
the extemal funding requirements. It is expected that TEDERAL INCOAfE TAXES f
increases in the cost estimates will be recoverable in i

future rates. The present funding requirements for The Financial Accounting Standards Board (FASB) +

Beaver Valley Unit 2 also satisfy a similar commitment issued a new standard for accounting for income taxes
made as part of the sale and leaseback transactmn (SFAS 109) in February 1992. We adopted the new
discussed in Note 2. In the Balance Sheet at December standard in 1992. The new standard amends certain

'

31,1992, Accumulated Depreciation and Amortiza- provisions of SFAS 96 previously adopted in 1988. i

tion included $26 million for the cumulative total of Adoption of the new standard in 1992 did not materi- '

decommissioning costs previously expensed and the ally affect our results of operations, but did affect
earnings on the external funding. This amount ex- certain Balance Sheet accounts. See Note 7.
ceeds the Balance Sheet amount of the extemal Nu-
clear Plant Decommissioning Trusts because the The financial statements reflect the liability method of

,

reserve began prior to the extemal trust funding. accounting for income taxes. This method requires .

ithat deferred taxes be recorded for all temporary
differences between the book and tax bases of assets .

PROPERTY, PLANT AND EQUIPAfENT and liabilities. The majonty of these temporary dif-
Property, plant and equipment are stated at original ferences are attributable to property-related basis dif- ;

cost less any amounts ordered by the PUCO to be ferences. Included in these basis differences is the r

written off[ Construction costs include related payroll equity component of AFUDC, which willincrease
~

taxes, pensions, fringe benefits, management and future tax expense when it is recovered through rates.
general overheads and allowance for funds used dur- Since this component is not recognized for tax pur-
ing construction ( AFUDC). AFUDC represents the Poses, we must record a liability for our tax obliga- -

estimated composite debt and equity cost of funds tion. The PUCO permits recovery of such taxes from -!
used to fmance construction. This noncash allowance customers when they become payable. Therefore, i

is credited to income, except for certain AFUDC for the net amount due from customers through rates has ={
Perry Nuclear Power Plant Unit 2 (Perry Unit 2). See been recorded as a regulatory asset in deferred i

Note 3(c). The AFUDC rate was 10.96% in both 1992 charges and will be recovered over the lives of the !
and 1901 and 11.17% in 1990. related assets. !

:

Maintenance and repairs are charged to expense as Investment tax credits are deferred and amortized !
incurred. The cost of replacing plant and equipment is over the estimated lives of the applicable property '

charged to the utility plant accounts. The cost of as a reduction of depreciation expense. See Note 6
'

property retired plus removal costs, after deductinS for a discussion of the amortization of certain
any sa,1vage value,is charged to the accumulated unrestricted excess deferred taxes and unrestricted ,

provtsion for depreciation. nvestment tax credits available after 1998 under the !

Rate Stabilization Program. [
DETERRED GAIN AND TOSS TROAf }
SALES OT UTILITY PLAST

'

RECLASSITICAT10NS '

The sale and leaseback .ransactinns discussed in Note ,

2 resulted in a net gain A,r the sale of the Bruce Certain reclassthcations were made to prior years !

Mansheld Generating Plant (Mans 6 eld Plant) and a hnancial statements to make them cornparable with' !

net loss for the sale of Beaver Valley Unit 2, The net the 1992 fmancial statements. A reserve for Perry Unit
gain and net loss were deferred and are being amor- 2 AFUDC, which was previous 1v reported under i
tized over the terms of leases. These amonizations Deferred Credits in the Balance' Sheet, was reclassi- ,

'

and the lease expense amounts are recorded as other hed as an offset against the Perry Unit 2 asset balance.
operation and maintenance expenses. See Note 6. See Note 3(c). 3

>

,

;
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- Management's Financial Analysis

RESIILTS OF OPERATIONS ongoing determination that recovery of the de-
ferred costs in rates is probable.'

Occrrie:c
We face further challenges in the years to come. In

in recent years. our efforts to add our substantial 1994, expense deferrals provided in the 1989 agree-
nuclear investment to rate base while maintaining a ment will cease. The amortization of the deferrals
competitive rate structure have resulted in a series taken from 1989 through 1993 will also begin and
of agreements with the major intervenors in our continue through 1998. The amortization schedule
rate cases. One agreement was approved by the provides for $4 million in 1994, increasing to $101
PUCO in January 1989 and is desenbed more fully million in 1998. In addition, we are still con-
in Note 6. It established our rate phase-in plan to tronted with competitive threats from municipal
recognize in rates our allowed investment in electric systems within our service territory and
Perry Unit I and Beaver Valley Unit 2. The phase- from cities contemplating creation of their owni

in plan increased revenues and cash flows but was electric systems. Although the rate of inflation has'

designed to have a relatively neutral impact on eased in recent years, we are still affected by even
carrungs. Gains in revenues were to be initially modest inflation which causes increases in the
offset by a reduction in the deferral of operating unit cost of labor, materials and services.
expenses and carrying charges and subsequently To combat the forces described above, we have
offset by the amortization of such deferrals. A key embarked on the following course. Reductions inassumption underlyirg the phase-in plan was that other operation and maintenance expenses andrevenues would increase as a result of projected cap tal expenditures were implemented in 1991 and
sales growth. When sales decreased primarily be- 1992 and will be vigorously pursued in 1993 andcause of a sluggish economy, eamings were ad' beyond. We will further reduce staffinE evels andl
versely affected. look to improve efficiency of operations wherever

.

A number of other factors also exened a negative possible. We are aggressively attempting to in-

influence on earnings. These factors included the crease revenues by seeking additional long-term
recording of nuclear plant depreciation at levels in power sales agreements with wholesale customers
excess of that reflected in rates, the recording of and by exploring various corporate asset transac-

depreciation and interest charges on facilities tions. The Energy Policy Act of 1992 (Energy
placed in service after February 1988 as current AW, which requires utilities to transmit electricity
expenses even though such items were not being from wholesale suppliers to wholesale customers,

recovered in rates and the effect of inflation on will provide new opportunities for us to make i

expenses. Also, the need to meet competitive wholesale power transactions. To counter munici- |
i

! forces, coupled with a desire to encourage eco. pal electne system imtiatives, we have continued
I nomic growth in our service area, prompted us to programs that demonstrate the value inherent in
'

reduce rates for various communities and certain our service, beyond what one might expect from a
industrial and commercial customers, municipal system. Such programs include provid-

i ing services to communities to help them retain
We deterrnined that the best solution to address and attract businesses, providing consulting ser-
these factors was to delay rate increases and imple. vices to customers to improve their energy effi-
ment cost-reduction and revenue-enhancement ciency and developing demand-side management

| strategies. Furthermore, we sought pDCO ap- programs.
I proval of regulatory accounting measures designed increases in sales are expected to be modest with

to recogmze the effects of a delay in rate recovery annual sales growth projected at about 1-2% for the
of certain costs and provide a better match of next several years, depending upon the economic
current revenues and operating expenses. In 1991, climate in our service area. Recognizing the fact
we obtained PUCO approval to change the method that costs can be reduced only so far and the
and rate of accruing nuclear plant depreciation. In limitations imposed by our sales forecasts and com-
October 1992, the PUCO approved a Rate Stabih- petition in the wholesale power market, rate in-
zation Program, which was supported by certain creases will be necessary eventually to recognize

|
customer representative groups, as discussed in the cost of our new capitalinvestment, including
Note ( Under the terms of the Rate Stabilization that being defend under th Rate Stabilizationi ,

Program, we agreed to freeze base rates until 1996 Program, and inflation. i

.

and to limit rate increases through 199S. In ex- !

)_ change, we are permitted to defer and subse- We believe that our Rate Stabilization Program and ;

quently recover certain costs not currently our strategies to reduce costs and increase reve-'

recovered in rates and to accelerate amortization of nues give us the opportunity to improve our com-
certain benefits. However, our ability to utilize petitive position and our ea'mings. Nevertheless,
these regulatory accounting measures is dependent we operate in a changmg industry and market. We
upon our taking significant actions to reduce costs must monitor the impact of these changes on our
and increase revenues. It is also dependent upon an strategy and the continued appropriateness of the
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regulatory accounting provided by our various ing income increased primarily because of Rate
agreements. Stabilization Program carrying charge credits. In-

terest charges decreased as a result of debt refinanc-
ings at lower interest rates and lower short-termt yggy y 799y
borrowing requirements.

Factors contributing to the 4.8% decrease in 1992
operating revenues are as follows: 2991 rs.1990

Mdhm
Incrrase (Decrease) in Operatrne Renenues of Dona *s

Factors contributing to the 2.8% increase in 1991
operating revenues are as foHows:*

se d h aneous. .
Wholesale Sales . . . 11 MiUim

increase (Decreesd in Operating Ret >enues of Donars

Base Rates and Miscellaneous . . 520-

Sales Volume and Mix . . .. .. . . . 7
M lesale Sales . - . . . ,,,gThe revenue decreases resulted pdmarily from the

different weather conditions in both years and the 52,3

changes in the composition of the sales nux q
among customer categories. Weather accounted for
approximately $22 million of the lower 1992 reve. A significant factor accounting for the increase in
nues. Winter and spring in 1992 were milder than oPeratmg revenues resulted from the January 1989
in 1991. In addition, the 1992 summer was the PUCO rate order for the Company as discussed in -

coolest in 56 'vears in Northwestem Ohio as con. Note 6. Total kilowatt-hour sales increased 33%
trasted with the summer of 1991 which was much in 1991. Residential and commercial sales increased

hotter than normal. Total kilowatt-hour sales in. 4.6% and 43%, respectively, as a result of higher
creased 0.2% in 1992. Residential and commercial usage of cooling equipment in response to the
sales decreased 4.9% and 3.8%, respectively, as unusually warm late spring and summer 1991 tem-
moderate temperatures in 1992 reduced electric Peratures. The commercial sales increase was also
heating and cooling demands. Industrial sales in. influenced by some improvement in the economy
creased 0.6% as increased sales to glass and metal for the commercial sector. Industrial sales declined j

manufacturers and to the broad-based, smaller in. 2% largely because of the recession-driven slump 1

dustrial customer group offset lower sales to pe. in the auto, glass and nietal industries. Other sates
troleum refining and auto manufacturing increased 8.5% because of increased sales to whole-

(- customers. Other sales increased 5.2% because of sale customers.

increased sales to wholesale customers. Operating
revenues in 1991 included the recognition of $24 Operating expenses increased 23% in 1991. The
million of deferred revenues over the period of a increase was mitigated by a reduction of $17
refund to customers under a provision of the Janu. million in other operation and maintenance
ary 1989 rate order. No such revenues were re- expenses, resulting primarily from cost-cutting
flected in 1992 as the refund period ended in measures. Offsetting this decrease were an increase
December 1991. in federalincome taxes because of higher pretax

operating income; an increase in taxes, other than
Operating expenses decreased 4.4% in 1992. A re- federal income taxes, resulting from higher prop-
duction of 514 million in other operation and main. erty and gross receipt taxes and accruals for Penn-
tenance expenses resulted primarily from cost- sylvania tax increases enacted in August 1991; an
cutting measures. Lower fuel and purchased power increase in fuel and purchased power expense
expense resulted from less amortization of previ- resulting primarily from increased amortization of
ously deferred fuel costs than the amount amor- previously deferred fuel costs over the amount
tized in 1991. These decreases were partially offset amortized in 1990; and lower operating expense
by higher depreciation and amortization, caused deferrals for Perry Unit I and Beaver Valley Unit 2
primarily by the adoption of SFAS 109 in 1992, and pursuant to the January 1989 rate order.
by higher taxes, other than federal income taxes,
caused by increased Ohio property taxes. Deferred Credits for carrying charges recorded in -
operating expenset increased as a result of the nonoperating income decreased in 1991 because a |
deferrals under the Rate Stabilization Program as greater share of our investments and leasehold .,

'

mentioned in Note 6. interests in Perrv Unit 1 and Beaver Valley Unit 2
were recovered in rates. The federal income tax

The federal income tax provision for nonoperating provision for nonoperating income increased
income decreased because of a greater tax alloca- mainly because the 1990 provision was reduced $19 )tion ofinterest charges to nonoperating activities. million for unamortized investment tax credits on i

Credits for carrying charges recorded in nonoperat- the 19S8 write-off of nuclear plant investment. j

(Toledo Edison) F-52 (Toledo Edison)

_ _ _ _ _ _ _ _ _ _ _ _



- ..

:

!,

Income Statement " " " " * " "
|

-

;
| For the rears ended December 31, *

1992 1991 1090

(milhons of donars) |' '

Operating Revenues (1) . .. SS45 5887 $863
Operating Expenses

Fuel and purchased power. 169 178 174 .

Other operation and maintenance . . 342 356 373 |

. Total operation and maintenance . 511 534 547
Depreciation and amortization 77 72 73i

| Taxes, other than federal income taxes ..
. 91 89 79 |

,

Deferred operating expenses, net . (17) 1 (10) ;
Federal income taxes . . . . . 33 32 21 |

695 728 710 |
Operating Income . 150 154 153

Nonoperating Income |

| Allowance for equity funds used during construction . I 1 3
Other income and deductions, net .

. 1 5 5
Defened canying charges. . 41 22 43
Federal income taxes - credit (expense) . (1) (6) 9

42 22 60
income Before interest Charges . 192 181 213
Interest Charges

Debt interest . 122 132 135
Allowance for borrowed funds used during constmetion . (1) (1) (3)

121 131 132

Net Income . . 71 50 81
Preferred Dividend Requirements . . . . . . . . 24 25 25

Earnings Available for Common Stock S 47 $ 25 5 56

(1) includes revenues from all bulk power sales to Geveland Electric of $130 million,5128 million and $112 million
in 1992,1991 and 1990, respectively.

I
1

Retained Earnings-

For the years ended December 31,

1992 1991 1990

(mimons of dollars)'
Balance at Beginning of l' ear . . . . S on 5 83 $100

| Additions
Net income .. 71 50 81

Deductions
Dividends declared:

Common stock - (18) 173)
Preferred stock . (24) (25) g)

Net increase (Decrease) . 47 7 (17)

Balance at End of lear . 5137 s 40 5 83

The accompanying notes and summary of signihcant accounting policies are an integral part of these statements. j

4
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- Management's Financial Analysis

CAPITAL RESOURCES AND LIQUIDITY ance with the Clean Air Act Amendments of 1990
(Clean Air Act). Expenditures for our optimalo

.

lPaanda r3 5 ties an an ci g gyc e 9 2 2 o See o e 3(bprogram of constructing new facilities and modi-
fying existing facilities. The construction program The Company is aware of its potential involvement
is needed to meet anticipated demand for electric in the cleanup of two hazardous waste sites. How-
service, comply with govemmental regulations ever, we believe that the ultimate outcome of 1
and pmtect the em-ironment. Over the three-year these matters will not have a material adverse I
period of 1990-1992, these construction and eHect on our liquidity. See Note 3(d).
mandat,ory retirement needs totaled approximately
$530 million. In addition, we exercised various We expect to be able to raise cash as needed. The
options to redeem and purchase approximately availability and cost of capital to meet our extemal >

5520 million of our securities. Snancing needs, however, depends upon such )
We raised $764 million through security issues and factors as fmancial market conditions and our credit i

tenn bank loans during the 1990-1992 period as ratings. Apparently, the market perceives the
shown in the Cash Flows statement. During the Company as having a greater risk than its credit
three-year period, the Company also utilized its ratings would indicate. Therefore, in 1992, the
short-term borrowing anangem'ents (explained in Company had to offer interest rates on certain of its
Note 11) to help meet its cash needs. The Com. new debt securities which were significantly
pany had 540 million of short-term borrowings higher than those that would be expected for secu-
outstanding at December 31,1992. rities having the credit ratings of the Company.

Current securities ratings for the Company are as
Estimated cash requirements for 1993-1995 for the follows:
Company are $203 million for its construction
program and $154 million for the mandatory re- Standard Moody's
demption of debt and preferred stock. The Com- & Poor's Investm
pany expects to fmance extemally about 10% of its Corror8 tion Servier

total 1993 cash requirements of approximately First mortgage bonds . BBB- Baa3
5118 million. About 40-50% of the Company's 1994 Unsecured notes . BB+ Bal

j and 1995 requirements are expected to be fmanced Preferred stock. BB+ ba2
externally. If economical, additional securities may
be redeemed under optional redemption provi-
sions. See Notes 10(c) and (d) for information A write-off of the Company's investment m Perry

.

concerning limitations on the issuance of preferred Unit 2, as discussed in Note 3(c) depending upon

stock and debt. the magnitude and timing of such a write-off, could
reduce retained eammgs suf6ciently to impair its

Our capital requirements after 1905 will depend on ability to declare dividends, but would not affect
our implementation strategy to achieve compli- cash flow.
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Cash Flows |
" " " " "

-

For the y ears ended |December 31. t
,

1992 1991 1000 [n

(milhorn of dollare i

Cash Tiows from Operating Activities (1) i

Net income. . .. . . . . 5 71 5 50 $ 81 !

Adjustments to Reconcile Net income to Cash from Operatmg Activities: !

Depreciation and amortization . . 77 72 73 !
Deferred federal income taxes . . . 2S 32 31 :
Investment tax credits, net . . . . .. (5) 30 (17) !

|- Deferred and unbilled revenues . . . 1 (26) (23) ;

L Deferred fuel . .. .. . . . . . (4) 4 - |

!
| Deferred carrying charges . .. . . (41) (22) (43)

Leased nuclear fuel amortization . . . . 56 53 37 i

Deferred operating expenses, net . . - (17) 1 (10)
'

Allowance for equity funds used during construction. . (1) (1) (3) ;
,

Pension settlement gain. . . .
- - (6) ||

Changes in amounts due from customers and others, net . . .
- 3 (9) !

'

Changes in inventories. .. . . (9) (7) (7) !

Changes in accounts payable ... . . . (S) (13) 7 !

Changes in working capital affecting operations . 7 (26) 1 !.

Other noncash items . 13 14 15 :

|
Total Adjustments. . . 97 115 46 [

Net Cash from Operating Activities . . 168 165 127 j

Cash Tiows from Financing Activities (2) |
Bank loans, comrnercial paper and other short-term debt . 40 (23) 23 -

Notes payable to affdiates. . (30) 14 16 |

Debt issues: |
First mortgage bonds . . . . . . . . . . 276 - 6, i

Secured medium-term notes. . . 48 135 -

Term bank loans and other long-term debt. . . 135 108 15

Maturities, redemptions and sinking funds . . . (531) (179) (183) ;.

... . . . .. . . . (52) (52) (43) iNuclear fuel lease obligations.
Dividends paid. . . .. . . . (24) (43) (98) !

Premiums, discounts and expenses . . . . (8) (1) (2). I

Net Cash from Financing Activities . . . . (146) (41) (205)

Cash T!ows from Investing Activities (2) i
. .. .. . . (48) (51) (81)Cash applied to constn2ction

Interest capitalized as allowance for borrowed funds used during construction . (1) (1) (3)
Loans to affiliates . . .. . . . 12 (12) 114 ;

Sale and leaseback restructunng fees . . . (43) .

- }
Other cash applied . .. . .. . . .. . (5) (3) (4) {

~ Net Cash from Investing Activities . . . (85) (67) 26 i
!

'

Net Change in Cash and Temporary Cash investments . (63) 57 (52) |
Cash and Temporary Cash investments at Beginning of Year . . . 79 22 74

|
Cash and Temporary Cash investments at End of Year, 5 16 5 79 5 22 j,

I
(1) Interest paid (net of amounts capitalized) was $95 milhon. 5120 million and 5114 million in 1992,1991 and 1990, j

espectively. Income taxes paid were $3 million,59 million and $2 million in 1992,1991 and 1990, respectively. ;
| r

(2) Increases in Nuclear Fuel and Nuclear Fuel Lease Obligations in the Balance Sheet resultmg from the noncash !
capitalizations under nuclear fuel agreements are excluded from this statement. |

The accompanying notes and summary of significant accounting policies are an integral part of this statement. .j
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i Balance Sheet
December 31,

'

1992 1991
'' *

(milhons of dollars)
ASSETS

Property, Plant and Equipment {
Utility plant in service.. .. .. . .. . .. . .... ..... ., . .. $2,847 $2,692 i

Less: accumulated depreciation and amortization . . ... . .. . 760 709 '

'2,087 1,983
Construction work in progress .. ... . . .. . . .. . . .. . ... ... 37 54
Perry Unit 2. . . . ... . . .. . . .. ... .. .. . . . 243 254

I2,367 2.291
Nuclear fuel, net of amortization .. ... . .. .. . ... . . .. 161 195
Other property, less accumulated depreciation . ... . . . . .. . ... 3 3

2.531 2,489
;

Current Assets i
Cash and temporary cash investments . . . . .. ... ... . . . .. 16 79 !
Amounts due from customers and others, net . 60 60 |... . . . . .. . ..

Accounts receivable from afhliates . .. ... . .. . ... . .. .. . .... 23 22 .i
Notes receivable from afEliates.. . . .... . ... . . . . .. . . ... - 12 ?

Unbilled revenues . ... 21 22 ;. .... .. . .... .. ... . .

Materials and supplies. at average cost . . . . . ... .. . . ... ..... 40 37 :
!Fossil fuel inventory, at average cost . . 25 19. .. ... .... .. . .. ... ..

Taxes applicable to succeeding years... . . . . .. . .. . .. .... .. . ... 71 66
Other. . . . 2 3.. ... .. . ..... ..... .. ....... .

258 320

Deferred Charges and Other Assets |
Amounts due from customers for future federal income taxes. . . . . .. . . . . 391 472.. .......

Unamortized loss from Beaver Valley Unit 2 sale.. . . . .. .. .. . . . . . . . 110 114 ;
Unamortued loss on reacquired debt 37 26 !. . . ... .. ... .... . . . ... .. ......

'

Carrying charges and operating egenses, phase-in . . . . ..... . .. . .. .. .. 226 193
Carrying charges and operating expenses, other.... ..... .. .. ..... ..

'

274 244
Nuclear plant decommissioning trusts. . . . .. . .. . . . . .. ... 20 15 !

'Other. . . .. .. . . . . . . .. .. .... ........ .... . ..... ... ........... 92 53

1,150 1.117

i

i

!
t

Total Assets. 53.939 $3.926 |....... .. . .. ....... . .... . .. .... . . ......

The accompanying notes and summary of signihcant accounting policies are an integral part of this statement. ,
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THE TOLEDO EDISON COMPANY

December 31,

1992 1991

(milhons of dallm)

CAPITALIZATION AND LIABILITIES
Capitali:ation

Common shares,55 par value: 60.0 million authorized; ;

39.1 million outstanding in 1992 and 1991. ..... . .. .. $ 196 $ 196 -

Premium on capital stock.. . .. . . . 481 481 j
Other paid-in capital . . .. .. . . . . .. 121 121 ;

.. .. . . . .. . . . 137 40 jRetained earnings....
Common stock equity. . .. . ... . .. 935 888 |

Preferred stock
~

With mandatory redemption provisions . . . 50 64 .t
210 210Without mandatory redemption provisions ..... . . . .. .,. ..

,

Long-term debt. . . .. . .. . . . 1.178 1.158 |
.

2.373 2.320

Other Noncurrent Liabilities ;

Nuclear fuel lease obligations . . . .... . . . . . . 126 143 j
62 50 ;Other. . ... . . . .. . .. . . . . . .

ISB 193 .

!

Current Liabilities )
. . . . 58 123 |Current portion oflong-tenn debt and preferred stock ... .

'

Current portion of nuclear fuellease obligations . .. . . . 51 64
Notes payable to banks and others .. . . . .. . ... 40 -

,

... ... .. . . .. . .. - 47 55 !Accounts payable . . . . . .
Accounts and notes payable to affiliates . .. . . ... . . . 16 40 !

Accrued taxes . . .. . . . ... ... . . . ...... . . .. . , .. 78 68
Actrued interest . . . . ....... . . . . . . .. . . ... 28 31 ;

14 16Other. . . . . . . . . . .. . .. . . . . .. .

332 397 t

Dcferred Credits i

Unamortized investment tax credits... . .. . .. 103 108
Accumulated deferred federal income taxes . . .. . .. . . ... . . . . 640 577

,

Unamortized gain from Bruce Mansfield Plant sale .. . ... . . . . 218 227 .,

Accumulated deferred rents for Bruce Mans 6 eld Plant and Beaver Valley Unit 2. .. .. 46 67
39 37Other. . ...... .. .. . . .. . .. .. ... . . .

,
,

1.046 1,016 i

Total Capitalization and Liabilities. ... . ... . . ... . $3.939 53.926 [

!

!
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!
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"" " " ^ *- Statement of Preferred Stock

Current
Call
Pnceo

1992 Shares Per December 31.
Outstanding Share 1992 g

(mimons at dedlan)
$100 par value,3,000,000 preferred shares authorized and

$25 par value, 12,000,000 preferred shares authorized
Subject to mandatory redemption:

5100 par $11.00 . - $- $- $ 3. ...

9.3 75 .. . .. . 116,800 102.96 12 13
25 par 2.81 . ... 2,000,000 26.25 50 50

62 66
Less: Current maturities 12 2

_

Total Preferred Stock, with Afandatory Redentption Provisions .. $ 50 5 64. ..... ..... .

Not subject to mandatory redemption:
5100 par 5 4.25 . . . ... 160,000 121.625 $ 16 $ 16

4.56 . .. . 50,000 101.00 5 5
4.25 . . . . . . . . . . 100,000 102.00 10 10
832... 100,000 102.46 10 10.... . .

7.76 . 150,000 102.437 15 15. . . . . . . . .

7.80 . . . . .. 150,000 101.65 15 15
10.00 .. . .. 190,000 101.00 19 19

25 par 2.21 . . . . . . . 1,000,000 25.25 25 25
2.365 . . . . . . . 1,400,000 27.75 35 35
Series A Adjustable . 1,200,000 25.75 30 30
Series B Adjustable. 1,200,000 25.75 30 30

Total Preferred Stock, without Afandatory Redemption Provisions ... . ... .... $210 $210

The accompanying notes and summary of signi6 cant accounting policies are an integral part of this statement.
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- Notes to the Financial Statements

(1) PROPERTY OWNED W1TH OTHER UTILTTIES AND INVESTORS
o

The Company owns, as a tenant in common with other u*ihties and those investors who are owner-participants in
various sale and leaseback transactions (Lessors), certain generatmg units as listed below. Each owner owns an
undivided share in the entire unit. Each owner has the right to a percentage of the generating capability of each r

urut equal to its ownership share. Each utility owner is obligated to pay for only its respective share of the
construction and operating costs. Each Lessor has leased its capacity rights to a utility which is obligated to pay for
such Lessor's share of the construction and operating costs. The Company's share of the operating costs of these
generating units is included in the Income Statement. Property, plant and equipment at December 31,1992
includes the following facilities owned by the Company as a tenant in common with other utilities and Lessors:

Constru:tm
Owner- Werk in

in- Owerr. sh ti Plant Progress
Service sh:r Mega- Fewer m and Accumulated

Gewating Urst Date Share watts Sour:r Semce Susyrnded_ Der >reciation

(msliens of solisrs)
In Service:

Davis-Bene . 1977 46 62% 420 Nudear 562 5 8 5151
Perry Unit I and Common Fanlines . 1937 19 91 238 Nudear 1.042 2 158
Beaver Valley l' nit 2 and Commx Facilmes

(Note 2) 19S7 1 65 13 Nudcar 203 3 30

Construcnon Suspended
Perry Urut 2 (Note 3(c)) . Uncenam 19 91 240 Nudeat - 243 -

51 917 5256 1339
_ _

(2) UTILITY PLANT SALE AND LEASEBACK TRANSACTIONS

The Company and Cleveland Electric are co-lessees As co-lessee with Cleveland Electric, the Company
of 18.26% (150 megawatts) of Beaver Valley Unit 2 is also obligated for Cleveland Electnc's lease pay-
and 6.5% (51 megawatts),45.9% (358 megawatts) ments. If Cleveland Electric is unable to make its
and 44.3S% (355 megawatts) of Units 1,2 and 3 payments under the Mansheld Plant leases, the
of the Mansfield Plant, respectively, all for terms of Company would be obligated to make such pay-
about 29% years. These leases are the result of sale ments. No payments have been made on behalf of
and leaseback transactions completed in 1987. Cleveland Electnc to date. j

Under these leases, the Company and Cleveland In April 1992, nearly all of the outstanding Secured
Electric are responsible for paying all taxes, insur- Lease Obligation Bonds (SLOBS) issued by a spe-
ance premiums, operation and maintenance costs cial purpose corporation in connection with fi-
arid all other similar costs for their interests in the nancing the sale and leaseback of Beaver Valley
units sold and leased back. The Company and Unit 2 were refmanced through a tender offer for
Cleveland Electric may incur additional costs in the outstanding SLOBS and the sale by another
connection with capital improvements to the units, special purpose corporation of new bonds having a
The Company and Cleveland Electric have options lower interest rate. As part of the rehnancing trans-
to buy the interests back at the end of the leases action, the Company paid 543 million as supple- |
for the fair market value at that time or to renew mental rent to fund transaction expenses and
the leases. Additional lease provisions provide part of the tender premium. This amount has been
other purchase options along with conditions for deferred and is being amortized over the remain-
mandatory termination of the leases (and possible ing lease term. The refmancing transaction reduced
repurchase of the leasehold interests) for events of the straight-Ime annual rental expense for the
default. These events include noncompliance with Beaver Valley Unit 2 lease by 59 million, j
several financial covenants discussed in Note
10(d).

1

1

|
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Future minimum lease payments under the operat- greater use of low-sulfur coal at some of our units
ing leases at December 31,1992 are summarized as and the banking of emission allowances. The plan
follows: would require capital expenditures for the Com-

pany over the 1993-2002 penod of approximately37
Jer ihr Chorfand 536 million for nitrogen oxide control equipment,

Len, comum nectric enussion monitoring equipment and plant modif-
(mmm, cf 4.m,y cations. In addition, higher fuel and other opere--

im. 5 133 sa tion and maintenance expenses would be .
2m 103 e incurred. The anticipated rate increase associated
im . 102 e with the Company's capital expenditures and
in . 125 63 higher expenses would be less than 2% over the

tenPar Period.can . . 2 1

Total Fute Mmunum trase Our compliance plan will depend upon future envi-
raywnes . .. s2.6ss styss ronmental regulations and input from the PUCO,

other regulatory bodies and other concerned enti-
ties. In addition, we are continuing to monitorRental expense is accrued on a straight-line basis developments in new technologies that may beover the terms of the leases. The amount recorded

in 1992,1991 and 1990 as annual rental expense for inc rporated into our compliance strategy. If a plan
ther than the least cost plan is required, signifi-

,

the Mansfield Plant leases was $45 million. The cantly higher capital expenditures could be re-
amounts recorded in 1992 and both 1991 and 1990 quired during the 1993-2002 period. We believeas annual rental expense for the Beaver Valley Ohio law permits the reccvery of compliance costsUnit 2 lease were 566 million and 572 million,

Imm cust mers in rates.respectively. Amounts charged to expense in excess
of the lease payments are classified as Accumu-
lated Deferred Rents in the Balance Sheet. (c) PERRY UNIT 2

The Company is selling 150 megawatts of its Bea, Perry Unit 2, including its share of the common

ver Valley Unit 2 leased capacity entitlement to facilities,is approximately 50% complete. Construc-

Cleveland Electric. We anticipate that this sale will tion of Perry Unit 2 was suspended in 1985 pend-

continue at least until 1998. Revenues recorded for ing future c nsideration,of various options. These
this transaction were 5108 million, $107 million ptions include resumption of full construction

with a revised estimated cost, conversion to a non-
and $103 million in 1992,1991 and 1990, respec-
tively. The future minimum lease payments associ- nudear design, sale of all or part of our ownership .

ated with Beaver Valley Unit 2 aggregate $1.533 share, or cancellation. No option may be imple-

billion' mented without the unammous approval of the
owners. A request by Cleveland Electric, the com-

P** I** '*"''"'' ** *? "YP""Y ", for an extension of the construction license(3) CONSTRUCTION AND CONTINGENCIES Unit 2

(a) CONSTRUCTION PROGRAM
is Pending with the Nudear Regulatory Commis-
sion (NRC).

The estimated cost of the Company's construction
program for the 1993-1995 period is 5213 million, The license extension request does not indicate any

including AFUDC of $10 million and excluding plans to resume construction of Perry Unit 2. It

nudear fuel. was made to keep the van,ous options open.

If Perry Unit 2 were canceled, the net-of-tax invest-'

(b) CLIAN AIR IIGISIATION ment would 1. ave to be written off. Such a write-
ff (based on the Company's investment as of theThe Clean Air Act will require, among other things,

end of 1992) would be about 5171 million. Notessignificant reductions in the emission of sulfur
10(b) and (d) discuss more about the effects of adioxide in two phases over a ten-year period and
""I

nitrogen oxides by fossil-fueled generating units.
If a decisi n were made to convert Perry Unit 2 to a -

Centerior Energy developed a compliance strategv n nnudear design, we would expect to write off a-

for the Company and Cleveland Electric which p rti n f ur mvestment f r nudear plant con-
was submitted to the PUCO in 1992 for review. stmetion costs not transferaNe to h nontmclear -
Centerior Energy subsequently reached agreement e nstmets n pmject.with intervening parties and is awaiting formal
PUCO approval. Centerior Energy also is seeking Perry Unit 2 AFUDC was credited to a deferred
United States Environmental Protection Agency income account from July 1985 until January 1,
approval of the Phase I plans. The compliance plan 1988, when the accrual was discontinued. The total -
which results in the least cost and the greatest deferred AFUDC amount of SSS million is reflected
flexibility provides for compliance with both in the Balance Sheet as a reduction in the Perry
phases through at least 2005, The plan calls for Unit 2 investment.
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- (d)-- SUPERTUND SITES share of such excess amount could have a material
adverse effect on its hnancial condition and re-

The Comprehensive Environmental Response, sults of operations.
Compensation and 1.iability Act of 1980 as
amended (Superfund) established programs ad- The Company also has extra expense insurance f
dressing the cleanup of hazardous waste disposal coverage. It indudes the incremental cost of any
sites, emergency preparedness and other issues. replacement power purchased (over the costs i

The Company is aware of its potennal involvement which would have been incurred had the units !
!in the cleanup of two hazardous waste sites. The been operating) and other incidental expenses after

Company has recorded reserves based on esti- the occurrence of certain types of accidents at our t

mates of its proportionate responsibility for these nuclear units. The amounts of the coverage are ,

sites. We believe that the ultimate outcome of these 100% of the estimated extra expense per week
matters will not have a material adverse effect on during the 52-week period starting 21 weeks after
our hnancial condition or results of operations. an accident and 67% of such estimate per week for i

the next 104 weeks. The amount and duration of

. (d) NUCLEAR OPERATIONS AND CONTINGENCIES
extra expense could substantially exceed the insur- |
ance coverage. ,

(a) OPERATING NUCLEAR UNITS ;

The Company's interests in nuclear units may be (c) NUCLEAR DECONTAMINATION AND |
DECOMMISSIONING ASSESSMENT '

impacted by activities or events beyond our control.
Operating nuclear generating units have exper- The Energy Act permits special assessments on
senced unplanned outages or extensions or sched- investor-owned electric utilities which own nudear !'
uled outages because of equipment problems or generating plants for the decontamination and
new regulatory mquirements. A major acddent at a decommissioning of nuclear enrichment facilities -|
nudear facility anywhere m the world could cause operated by the Department of Energy. The assess- [
the NRC to limit or prohibit the operation, coe- ments to individual utilities are based upon the !
struction or licensing of any nudear unit. If of amount of enrichment services used in prior years !

our nudear umts is taken out of service for a" and cannot be imposed fx more than 15 years. At !
extended period of time for any reason, including December 31.1992, the Company accrued a liabil- 1
an accident at such unit or any other nudear facil- ity of 515 million for its share of the total assess- '?
ity, the Company cannot predict whether regula- ments. These costs are recorded as deferred charges i

tory authorities would impose unfavorable rate since, based on the legislation, the Company be . !
treatment. Such treatment could mdude takmg our lieves the PUCO will allow the recovery of the iaffected unit out of rate base or disallowing certain assessments through the Company's fuel cost [
construction or maintenance costs. An extended f" " #5' ;

outage of one of our nuclear units coupled with i
unfavorable rate treatment could have a material -j
adverse effect on our hnancial condition and results (S) NUCLEAR FUEL ;

OPeradons. The Company has inventories for nuclear fuel ]
which should provide an adequate supply into the ,

(b) NUCLEAR INSURANU mid-1990s. Substantial additional nudear fuel J
'

The Price-Anderson Act limits the hability of the must be obtained to supply fuel for the remaining
owners of a nuclear power plant to the amount useful lives of its nuclear generating units. !
provided by private insurance and an industry !Nudear fuel is hnanced for the Company andassessment plan. In the event of a nuclear modent Cleveland Electric through leases with a sPecial- I
at any unit in the United States resulting m losses Purpose corporation The total amount of hnancm. -g ;

,

in excess of the level of private insurance { cur.
currently available under these lease arrangementsrently $200 million), the Company's maximum
is 5509 million (5309 million from intermediate-potential assessment under that plan would be 559 term notes and $200 million from bank credit -

' million (plus any inflation adjustment) per inci, arrangements). Financmg in an amount up to 5900 ,

dent. The assessment is limited to 59 million per milh n is permitted. The intermediate term notes' year for each nudear incident. These assessment mature in the period 1993-1997, with 577 millionlimits assume the other CAPCO :ompanies con- ,

tnbute their proportionate share of any assessment. m turing in September 1993. The bank credit i

arrangements terminate in October 1993 at which
The CAPCO companies have insurance coverage time the corporation will obtain alternate fmanc-
for damage to property at the Davis-Besse, Perry ing. As of December 31,1992,5179 million of t

end Beaver Valley sites (induding leased fuel and nudear fuel was hnanced for the Company. The . 1
dean-up costs). Coverage amounted to 52.625 Company and Cleveland Electric severally lease . *

billion for each site as of January 1,1993. Damage their respective portions of the nudear fuel and are . [
2to property could exceed the insurance coverage obligated to pay for the fuel as it is consumed in a

by a aubstantial amount. If it does, the Company's reactor. The lease rates are based on various inter- - i
i
'
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mediate-term note rates, bank rates and commer- The Company deferred 533 million,528 million
cial paper rates. and 560 million in 1992,1991 and 1990, respec-

tively, of operating expenses and carrying chargesThe amounts financed include nuclear fuel in the
. pursuant to the phase-m plan. The amount of

Davis-Besse, Perry Unit I and Beaver Valley Unit 2 deferrals scheduled to be recorded in 1993 total 515reactors with remaining lease payments for the million. Beginning in the sixth year (1994) andCompany of 542 million,539 million and 518 mil- continuing through the tenth year, the revenue
lion, respectively, as of December 31,1992. The levels authorized pursuant to the phase-in plannuclear fuel amounts financed and capitalized als were designed to be sufficient to recover that pe-
mcluded interest charges mcurred by the lessors riod's operating expenses, a fair retum on the unre-
amounting to 56 milhon m 1992,59 milhon in 1991 covered investments, and the amortization of the
and 514 million in 1990. The estimated future lease deferred operating expenses and carrying chargesamortization payments based on projected con- recorded during the first five years of the plan. Thesumption are 545 milhon m 1993,547 milhon in phase-in deferrals relating to these two units will1994,543 milhon m 1995,540 milhon m 1996 and

total $241 million after 1993 which reflects an 511537 million in 1997. million reduction of deferrals for 1990 and 1991
pursuant to the plan. The deferrals are scheduled to

(6) REGULATORY MATTERS be amortized and recovered as follows: 54 million
in 1994, $25 million in 1995,548 million in 1996,

On January 31,19S9, the PUCO issued a rate order 574 million in 1997 and $101 million in 1998; how- I
which provided for three annual rate increases for ever, these amounts will be adjusted to reflect the
the Company of approximately 9%,7% and 6% $11 million reduction referred to in the preceding
effective with bills rendered on and after February sentence. These amortizations can be accelerated at i
1,1989,1990 and 1991, respectively. The 6% in- the option of the Company.

'

crease effective February 1,1991 was reduced to
2.74% as 50% of the savings identified by a manage- On October 22,1992, the PUCO approved a Rate !
ment audit were used to reduce the rate increase. Stabilization Program as set forth in a joint recom- i
The Company waived its 2.74% rate increase for mendation filed by the Company, Cleveland Elec- i
residential and small commercial customers and tric and certain customer representative groups ;

reduced its residential rate by 3% effective in March involved in the 1989 rate case settlement. Under :
1991 and by an additional 1% effective in Septem- the Rate Stabilization Program, the Company

'

ber 1991 to improve its competitive position in its agreed to freeze base rates until 1996 and limit
,

service area. The resulting annualized revenue subsequent rate increases to no more than $38 - !
increases in 1990 and 1991 associated with the rate million in 1996, $28 million in 1997 and $23 million i

order were 544 million and 52 million, respec- in 1998. For purposes of any rate increase proceed- !
tively. The increase in 1991 reflects the net of $19 ing in the 1996-1998 period, the Company agreed
million of annualized revenues authorized for the to cap operation and maintenance expenses
2.74% increase less $17 million for the waiver and (other than fuel and purchased power) at $764
rate reductions. million on a consolidated basis for Centerior En-

ergy, subject to adjustment for inflation and other
Under the January 1989 rate order, a phase-in plan specified expenses. During the 1996-1998 period, ,

was designed so that the three rate increases, PUCO approval of any base rate increases and any
'

coupled with then-projected sales growth, would additional regulatory accounting measures would
provide revenues over the ten years begmmng be dependent upon our success in implementing

'

January 1,1989 sufficient to recover all operatmg cost-reduction and revenue-enhancement initia- !expenses and provide a fair rate of retum on the tives. The Company agreed to seek authorization !

Company's allowed investments in Peny Unit I for acceleration of the post-1998 Mansfield Plant
and Beaver Valley Unit 2. Revenues in the first unamortized gain in any rate increase proceeding

'

five years of the plan were expected to be less than in the 1996-1998 period. See Summary of Signifi- !
that required to recover operating expenses and cant Accounting Policies. .

provide a fair return on investment. Therefore, the ;
amounts of operating expenses and return on As part of the Rate Stabilization Program, the Com-
investment not currently recovered are deferred pany is allowed to defer and subsequently recover
and capitalized as deferred charges. The unrecov- certain costs not currently recovered in rates and i

ered investment will decline over the period of the to accelerate amortization of certain benefits. Such *

phase-in plan because of depreciation and de- regulatory accounting measures provide for rate
ferred federal income taxes that result from the use stabilization by rescheduling the timing of rate
of accelerated tax depreciation. Therefore, the recovery of certain costs and the amortization of ;

amount of revenues required to provide a fair certain benefits, thereby preventing what otherwise ;

retum also declines. This results in decreasing would be an erosion in earnings during the 1992- !

amounts of annual deferrals in the early years of 1995 period. The continued use of these regula- |
the plan and then increasing amounts of amortiza- tory accounting measures during this period will be ;

tion and recovery in the later years of the plan. dependent upon a continuing assessment and de-
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termination that there will be probable recovery The Rate Stabilization Program provides for PUCO
of such deferrals and carrying charges in future regulatory approval of certain corporate transac-
rates. The aggregate effect of these measures over tions, including major asset sales, after an evalua-
this period could be as much as $179 million on an tion of the customer benefit of these transactions.
after-tax basis dependent upon the Company's The Rate Stabilization Program may be renegoti-
success in implementing cost-reduction and other ated under certain force majeure and other
revenue-enhancement initiatives, among other fac- events.

tors. Such regulatory accounting measures which
are eligible to be recorded through December 31, Deferred Operating Expenses, Net, and Deferred
1995 on an after-tax basis are as follows: Carrying Charges shown in the Income Statement

e nsist f the following:+ Deferral of up to $100 million of accrued post-in-
service interest carrying charges, depreciation 1992 1992 1990
expense and property taxes on assets placed in (,w e ns # e nari)
service after February 29,1988. The deferrals o,,mg op,,,g,p,,,,,y,,.
recorded m 1992 were retroactive to January 1, Pw,,.in . . . . s (6) 5 (6) s(17)
1992. Deferrals are based on actual capital ex- Rate Stabduatwn . . . . .. - (18) - -

penditures relating to assets placed in service Anernzaam of Pre Phase 4n
D*'**l' 7 7 7within the 1988-1995 period. Consequently, the

deferrals will be lower than $100 million if the Total . 5,g) 5,1 sg)
Company continues to reduce capital expendi- Defmed carrying charges
tures. Amortization and recovery of these defer- Phase-in:
rals will occur over the average life of the assets Debt . . s to s7 s 21
and will comm(nce with future rate Equity. 17 15 22

recognition. Total Phase-in . . . . . . 27 22 43
Rate Stabilizaten (Debt) . 14 - -

* Deferral of up to $19 million of operating ex- Total . . s 41 s 22 s 43 ~
penses equivalent to an accumulated excess rent
reserve for Beaver Valley Unit 2 which resulted
from the April 1992 refinancing of St.OBs as

(7) TEDERAL INCOME TAXdiscussed in Note 2. The deferral commenced
October 1,1992. Amortization of this deferral will
occur over the remaining term of the unit's lease Federal income tax, computed by multiplying in-

come before taxes by the statutory rates, is recon-beginning in 1996. ciled to the amount of federal income tax recorded
* Acce'eration of the amortizations of an estimated on the books as follows:

$32 million in unrestricted excess deferred taxes 3 ,,, ,,,, , , ,

and $16 million in umestricted investment tax I"'dN'"' # ##*"Icredits available after 1998. The amortizations
commenced October 1,1992. The amortization of Qinmne sef re rednat inane g95 , gg , 3
investment tax credits is reported as a reduction

- of depreciation expense, Tax on Book Incorne at Statutory
Rate . . . ~ . .... s 36 s 30 s 32

* Amortization of up to $12 million in interim increase (Decrease) in Tas:

spent fuel storage accrual balances for Davis- DePrmaton - . -(6) 3 (1)
Besse. The amortization commenced October 1, S*[ *[***back transactens and, 5 5 7
1992. invatment tax credits on

disallowed nuclear plant - - (19)
The Company is also allowed to defer and subse- Rate Stabduanon . , r2) - -

quently recover the incremental expenses associ. Taxes, otrer than federalincome

Ated with adoption of the accounting standard for g,' y* g . ' - (3) $3

postretirement benefits other than pensions. See N TaxE w 5M sM su
Note 8(b). = = =
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Federal income tax expense is recorded in the MiHions of
Income Statement as follows: DoHars

,.

1992 1991 1990 Property, plant and equipment . .. ....... .. . 5656

(minions of doHars)
Deferred carrymg charges and operaung expenses . 119
Net operatmg loss carryforwards . . . . .. (56)Operating Expermes: Investment tax credits . . .. . .. (58)Current Tax Pronsion., . ... . 5 26 5 14 5 17 Other. . . .. -(21)Changes in Accumulated Deferred

Federallncorne Tax: Net deferred tax hability. . .

"
5640

Accelerated deprecation and
amoruzanon .

'

7 9 2
Altemauve mmimum tax credit . (13) 94) (5) For tax purposes, net operating loss (NOL) car-

. .

Sale and leaseback transactions ryforwards of approximately 5165 million are avail-
and amornranon . - 4 13 5 able to reduce future taxable income and will

PmPertY tax expense 5 - (4) expire in 2003 through 2005, The 34% tax effect of
Rate Stabmzation . . 2 the NOLs is 556 million.Reacquired debt costs .. 4 ,

,,

(1)4

Deferred wasaumon wo-k in The Tax Reform Act of 1986 provides for an alter-
g [ed f E '

. 3 j) [ native minimum tax (AMT) credit to be used to
"

other stems . . . . (3) 2 1 reduce the regular tax to the AMT level should the -
Investment Tax crects, - 27 1 regular tax exceed the AMT AMT credits of 540

Total Charged to Operatmg million an: available to offset future regular tax.
Expenses . 33 32 21 The credits may be carried forward indefinitely.

Nonoperaung income;
current Tax Pronsion. (20) (38) (18) (S) RETIREMENT AND POSTEMPLOYMENT
Changes m Accumulated Deferred BENEFITS

Federal Income Tax:

$5 $"j"' '*''* * ('*)*"
(a) RETIREMENTINCOME PIAN

AFUDC and carrying charges . 9 9 17
Net operaung loss carryforward . - 35 - The Company sponsors a noncontributing pension

a other items . .
- - 2 plan which covers all employee groups. The

Total Expense (credit) to amount of retirement benents generally dependsa

Nonoperanng income . . I 6 (9) upon the length of service. Under certain circum-
Total Federal Income Tax Expense. . 5 34 5 38 5 12 stances, benents can begin as early as age 55. The

, plan also provides certain death, medical and disa-

The Company joins in the filing of a consolidated bility benents. Our funding policy is to comply .'

federal income tax retum with its affiliated com- with the Employee Retirement income Security'

panies. The method of tax allocation reflects the Act of 1974 guidelines.

benents and burdens realized by each company's in 1990, the Company offered a Voluntary Early
participation in the consolidated tax . rn, appron Retirement Opportunity Program (VEROP). Oper- 6

imating a separate retum result for eam company. ating expenses for 1990 included $7 million of |

'In 1990, adjustments for unamortized investment Pension plan accruals to cover enhanced VEROP j
tax credits on the 1988 write-off of nuclear plant beneSts and an additional 58 million of pension . |

investment decreased the federal income tax provi- c sts for VEROP benefits paid to retirees from
i

sion for nonoperating income 519 million. Also in c IPorate funds. The 58 milhon is not mcluded ,m- ;

1990, the resolution of a property tax deduction the pension data reported below. A credit of 55

issue resulted in a reduction in federal income tax milli n resulting from a settlement of pension obh,-
,

expense of 54 million. gations through lump sum payments to a substan- j

tial number of VEROP retirees partially offset the ;

The adoption of SFAS 109 in 1992 affected certain VEROP expenses.
Balance Sheet accounts. The most significant im-

Net pension and VEROP costs for 1990 through |pact was an increase in Utility Plant in Service and
an offsetting increase in Accumulated Deferred 1992 were comprised of the following components: I

Federal Income Taxes. - - -
|
i

(minions of douars) :
Under SFAS 109, temporary differences and car. Pension Costs: ;

rvforwards gave rise to deferred tax assets of $154 Service mst for beneha camed

rnillion and deferred tax liabilities of 5794 million gn,$,$|o7p o$ected tacht !at December 31,1992. These are summarized as obbganon. ..... . 11 - 11 11 i
follows: Actual return on plan assets . . (5) (30) 2 |

Net amortization and deferral, . (10) 15 g) |

fNet pension costs.. 1 1 3
VEROP cost. . - - 7 ;
Settlement gam . . . - - - (5) ;

"
Net costs . .5 1 5 1 5 5 i

f

. f
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The following table presents a reconciliation of the actual adoption may be similar, although it could
funded status of the plan at December 31,1992 and be signincantly different because of changes in
1991, health care costs, the assumed health care cost

pecember 31. trend rate, work force demographics, plan provi-
1992 1991 sions or interest rates. Like the retirement income

P an, these estimates reflect a discount rate assump-l
f minwns of

donars) tion of 8.5% per year. The annual health care cost
Actuarial present value of beneht obhganons: trend assumption is 12% in 1992, reducing gradu-

Vested benchts . $ 95 $ 92 ally to an ultimate annual rate of 6% in 1996 and
Nonvested benehts . . . 12 10 later years.

Accumulated beneht obliganon 107 102
Effect of future compensation levels . 35 34 The PUCO authorized the Company to defer for

Total projected beneht obliganon. 142 136 subsequent recovery postretirement benefit costs
Plan assets at fair market value . . 169 1'2 that exceed its actual payments for the period 1993-
Surplus of plan assets over protected benefit 1997. This provision was part of the Rate Stabili-

obhgaton~ 27 36 zation Program discussed in Note 6. The amount
Unrecognized net gam from vanance between

assumpnons and expenence . (33) (40) we can defer will be determined by the extent to
Unrecognized pnor service cost . . 5 5 which Centerior Energy is successful in reducing

,

Transition asset at January 1.1987 bems the added obligation on a consolidated basis by $37
amortized over 19 vears . . 07) R) million or 25% of the incremental costs expected

Net accrued pension liabibty included in when the Company got the order. The Company
Deferred Credits - Other m the and Centerior Energy have until December 31,1997
Balance Sheet . g) {} to make the reductions.

At December 31,1992 and 1991, the settlement
(c) POSTEMPLOYMENT BENEFITS(discount) rate and long-term rate of return on

plan assets assumptions were 8.5% and the long- In November 1992, the FASB issued a new account-
term rate of annual compensation increase assump- ag standard for postemployment benehts (SFAS
tion was 5%. 112), such as severance pay, disability, worker's
Plan assets consist primarily of investments in com- compensation and supplemental unemployment
mon stock, bonds, guaranteed investment con- benehts. The Company is required to adopt the
tracts, cash equivalent securities and real estate. new standard no later than 1994. We have not

completed an analysis to determine the effect of
(b) OTHER POSTRETIREMENT BENE!!TS adopting the new standard.

The FASB accounting standard for postretirement
benefits other than pensions (SFAS 106) requires (9) GmNTEES !

the accrual of the expected cost of such benents
The Company has guaranteed certain loan and

during the employees years of service. The as.
sumptions and calculations mvolved m determm- lease obligations of a mining company under a,

ing the accrual closely parallel pension accounting long-term coal purchase arrangement. This ar-
em gb mm m h s4 mreqmrements. pany for any actual out-of-pocket idle mine i

The Company currently provides certain postretire- expenses (as advance payments for coal) when the
ment health care, death and other benefits and mines are idle for reasons bevond the control of
expenses such costs as these benehts are paid, the mining company. At December 31,1992, the
which is consistent with current ratemaking prac- principal amount of the mining company's loan
tices. Such costs totaled 54 million in 1992 and 1991 and lease obligations guaranteed by the Company
and $3 million in 1990, which included medical was $22 million.
benefits of $3 million in 1992 and 1991 and 52
million in 1990.

(10) CAPITALIZATION ,

The Company will adopt the standard effective
January 1,1993. The Company plans to amortize (a) CAPITAL STOCK TRANSACTIONS
the present value of the accumulated post-

i retirement benefit obligation to expense over a 20- Preferred stock shares retired during the three years
year period. Based on our actuaries' review of 1992 ended December 31,1992 are listed in the follow-
data, the accumulated postretirement beneht obli- ing table.
gation as of December 31,1992 is estimated to be in 1992 1991 1990

the range of 590 niillion to $110 million (pretax). (thousands of shares;
Had the standard been adopted in 1992, the addi- subject to Mandatory Redemption

tional 1992 postretirement beneht cost would have 5300 Par sit oo. . (25) 00) 00)
*31 23 El 2)been in the range of $10 million-to 513 million

(pretax). The Company believes the 1993 effect of @ @ @D'I
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(b) EQU11Y DISTRIBUTION RESTRICTIONS (d) LONG-TERM DEBT AND OTHER
BORROWING ARRANGEMENTS

At December 31,1992, retained eamings were 5137 Long-term debt, less current maturities, was as
million. Substantially all of the retained earnings foijows:
were available for the declaration of dividends on Actusf er Ar.crage
the Company's preferred and common shares. Interst Rate et
All of the Company's common shares are held by December 31, D"'*h" 32-
Centerior Energy. A write-off of the Company's- Yurc emnm in2 192 Int

investment in Perry Unit 2, depending upon the ("jj",5 */Imagnitude and timing of such a write-off, could Mrst mortsase tends:
reduce retained eamings sufSciently to impair the y.. . @ 3g $ 15

Company's ability to declare dividends. 399sdODE 7.32 127 61..

2003-2007 . 7.90 181 86
Any financing by the Company of any of its non- 200s-2012 2.90 31 52
utility affiliates requires PUCO authorization un. 2018 2022 . .. 8.00 los los
less the financing is made in connection with 2023 - , . 6.83 107 107

transactions in the ordinary course of the Com-
Term bank loans duepany's public utilities business operations m which 1994 3997 . .... 8.65 113 116

one company acts on behalf of another. Medium-term notes due
1994-2021 . . . . . . . 8.83 182 135

Notes due 1994-1997 . 9.69 60 102
(c) PREFERRED AND PREFERENCE STOCK Debenturesdue2002. 8.70 135 - .[,

Debentures due 1997 . . . . - - 125 j
Amounts to be paid for preferred stock which must Potiution control notes due
be redeemed during the five years 1993-1997 are 1994-2015 .. . 12.02 los 136 |" ' ' ' - " ' ' " - (2) m$12 million in each year. . . ,

Total t.ong-Term Debt . 51.178 $1.158
The annual preferred stock mandatory redemption
provisions are as follows: Long-term debt matures during the next five years

Shares Price as follows: $46 million in both 1993 and 1994, $26 t

to se strinning Fn million in 1995,591 million in 1996 and $84 mil- >

Ridermed in Shar' lion in 1997. i

$ h ~. 4 !,9 8$ The Company issued $182 million aggregate princi- i

pal amount of secured medium-term notes during
The annualized preferred dividend requirement as 1991 and 1992. The notes are secured by first i
of December 31,1992 was $24 million. mortgage bonds. At December 31,1992, the Com-

pany had $93 million aggregate principal amount of
The preferred dividend rates on the Company's secured medium-term notes registered with the *

Series A and B fluctuate based on prevailing inter- Securities and Exchange Ccmmission and available -

est rates and market conditions. The dividend rates for issuance,
for these issues averaged 8.24% and 9.09%, respec-

The Company's mortgage constitutes a direct firsttively, m 1992. lien on substantially all property owned and !

Under its articles of incorporation, the Company franchises held by the Company. Excluded from i

cannot issue preferred stock unless certain eamings the lien, among other things, are cash, securities,
coverage requirements are met. Based on earnings accounts receivable, fuel, supplies and automotive

,

for the 12 months ended December 31,1992, the equipment. '

Company could not issue additional preferred Additional first mortgage bonds may be issued bystock. The issuance of additional preferred stock .m the Company under its mortgage on the basis ofthe future will depend on earnings for any 12 bondable property additions, cash or substitution
consecutive months of the 15 months preceding for refundable first mortgage bonds. The issuance
the date of issuance, the mterest on all long-term of additional first mortgage bonds on the basis of -

debt outstanding and the dividends on all preferred property additions is limited by two provisions of
stock issues outstanding. Our mortgage. One relates to the amount of
Preference stock authorized for the the Company is bondable property available and the other to cam--t

5,000,000 shares with a $25 par value. No prefer- ings coverage of interest on the bonds. Unde the
~

i

| ence shares are currently outstanding. There are no more restrictive of these provisions (currently, the
|

| restrictions on the Company's ability to issue earnings coverage test), the Company would have
preference stock.

-

been permitted to issue approximately $173 mil-,

i lion of bonds at an assumed interest rate of 9.5% ;
; With respect to dividend and liquidation rights, the based upon available bondable property at Decem- i

| Company's preferred stock is prior to its prefer- ber 31,1992. The Company also would have been
l ence stock and common stock, and its preference permitted to issue approximately $266 million of ,

stock is prior to its common stock. bonds based upon refundable bonds at December !
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31,1992. If Perry Unit 2 had been canceled and C8"F "E T8i'i
# """"' " ' ' " 'written off as of December 31,1992, the amount of
(* * "581dd'8'Ibonds which could have been issued by the Com-

psny would not have changed. Nuclear Plant Decommissionmg Trusts 5 20 5 21
Preferred stock. with Mandatory

Redempuon Provisions (includmg
Certain unsecured loan agreements of the Com- cunent pornon) . . . . . . 62 66

pany contain covenants relating to capitalization Q *'U"Cl"d*8'""'"'D
g a

ratios, carrungs coverage ratios and limitations on
secured financing other than through first mortgage The fair value of the nuclear plant decommission-
bonds or certain other transactions. An agreement ing trusts is estimated based on the quoted market
relating to a letter of credit issued in connection pnces for the investment securities. The fair value
with the sale and leaseback of Beaver Valley Unit 2 of the Company's preferred stock with mandatory
contains several financial covenants affecting the redemption provisions and long-term debt is es-
Company, Cleveland Electric and Centerior En- timated based on the quoted market prices for the
ergy. Among these are covenants relating to earn- respective or similar issues or on the basis of the
ings coverage ratios and capitalization ratios. The discounted value of future cash flows. The dis-
Company, Cleveland Electric and Centerior En- counted value used current dividend or interest
ergy are in compliance with these covenant provi- rates (or other appropriate rates) for similar issues
sions. We believe these covenants can still be met and loans with the same remaining maturities. |
in the event of a write-off of the Company's and

The estimated fair values of all other fmancial-Cleveland Electric's investments in Peny Unit 2,
barring unforseen circumstances. instruments approximate their carrying amounts in I

the Balance Sheet at December 31,1992 because of
their short-term nature. !

. (11) SHORT-TERhi BORROlVING ARRANGEhfENTS
(13) QUARTERLY RESULTS OF OPERATIONS -

The Company had 570 million of bank lines of (UNAUDITED)
credit arrangements at December 31,1992. There
were no bonowings under these bank credit ar. The following is a tabulation of the unaudited

rangements at December 31,1992. quarterly results of operations for the two years
ended December 31,1992. i

0"""'" I"#'dShort-term borrowing capacity authorized by the
PUCO annually is $150 million for the Corripany. M''d 3L I""r 30. Sert 30. Dec 3t !

[
'

The Company and Cleveland Electric are autho- (mills"5 of dolf8'5) -

rized by the PUCO to borrow from each other on a Operating Revenues. s207 s202 5225 5210
short-term basis. Operatmg income . 38 29 52 31 ,'Net Income . . . . 11 4 36 20

de or'
Ea "

Most borrowing arrangements under the short- Av
term bank lines of credit require a fee of 0.25% per common stock . 5 (3) 30 14 ;

!year to be paid on any unused portion of the lines 1991

of credit. For those banks without fee require- Operating Revenues. 5213 5228 5238 5208 4

ments, the average daily cash balance in the 73n*"",8d"C *i y j2 j2 3; ;
,

Company's bank accounts satisfied informal com- Earnings AvadaNe for I
pensating balances. Common stock . 6 s s .

Earnings for the quarter ended September 30,1992
At December 31,1992, the Company had $40 mil- were increased by $15 million as a result of the
lion of short-term notes outstandmg under an recording of deferred operating expenses and car- ,

uncommitted financing facility. The Company can rying charges for the hrst nine months of 1992 1

borrow up to 540 million until the agreement is totaling $22 million under the Rate Stabilization !
,

canceled by either party. Program approved by the PUCO in October 1992.
,

See Note 6.
At December 31,1992, the Company had no com-
mercial paper outstanding. If commercial paper Eamings for the quarter ended December 31,1991
were outstanding, it would be backed by at least were increased by $7 million as a result of a year-
an equal amount of unused bank lines of credit, end adjustment of 59 million to reduce deprecia-

tion expense for the year for the change in the
nuclear plant straight-line depreciation rate to 2.5%

| (12) TINANCIAL INSTRUhfENTS' FAIR VALUE (see Summary of Signif cant Accounting Policies),
which was partially offset by another adjustment

The estimated fair values at December 31,1992 of of 51 million to reduce phase-in carrying charges
financial instruments that do not approximate for an adjustment to 1991 cost deferrals (see
their carrying amounts are as follows: Note 6).
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- Financial and Statistical Review

Operating Revenues (millions of dollars)
o

Steam Total
Total lotal Natmg Operaung

) ear Reudenhal Commernal industnal Other Retail Wholesale Electne & Ces Revenues

1992. 5215 175 236 61 6S7 158 845 - 5845

1991. 230 184 236 90 740 147 887 - 887
1990. 224 175 236 78 713 150 663 - 863
1989. 216 164 227 99 706 160 866 - 866
1988. 201 143 200 34 5 78 72 650 - 650

1982. 154 102 159 37 452 34 486 9 495

Operating Expenses (millions of dollars)
Other Deferred

Fuel & Operahon Deprenanon Taxes. Operanng Federal Total
Purchased & & Other Than Expenses. Income Operanng

Year Power Mamtenanw Amomzanon FIT Net Taxes Expenses

1992. 5169 342 77 91 (17) 33 5695

1991. 178 356 72(a) 89 1 32 728
1990. 174 3 73 73 79 (10) 21 710
1989. 172 373 85 72 (16) 37 723
1988. 138 359 75 80 (84) 29 597

1982. 138 118 44 41 -- 45 386

Income (Loss) (millions of dollars)
Federal

Other income income
income & Defened Tames- Before

Operanng ATUDC- Deductwns. Carrymg Credit Interest
Year Income Egmtv Net Charges Expense) CharFes

1992. 5150 1 1 41 (1) $192

1991. 159 1 5 22 (6) 181
1990. 153 3 5 43 9 213.

1989. . 143 9 20 82 (22) 232
1958. 53 5 (247)(b) 130 86 27

1982. 109 49 1 - 19 178

Income (l.oss) (millions of dollars)
Income (las)

Before Earrungs
Cumulauve Cumulatwe (toss)
Enect of an Ibeet of an Net Preferred Avaalatde

Debt AfUDC- Accounung Accourstmg income stock for Common
icar interest Dete Change Change (Las) Dwidends Stock

1992. 5122 (1) 71 - 71 24 5 47

1991. 132 (1) 50 - 50 25 25
1990. 135 (3) 81 - 81 25 56
1989. 145 (5) 92 - 92 25 67
1988. 150 (2) (121) 6(c) (115) 27 (142)

1982. . 95 (22) 105 - 105 26 79

(a) In 1991. a change in accounting for nuclear plant deprecianon was adopted, changing from the units-of-production method to the straight-line
method at a 2.5% rate.

(b) Includes write +ff of nuclear costs m the amount of 52T/ milbon in 1968.
(c) In 1988, a change in the method of accounting for unbi' ed revenues was adopted.J

(Toledo Edison) F-68 (Toledo Edison)



THE TOLEDO EDISON COMPANY

Electric Sales (millions of KWH) Electric Customers (year end) Residential Usage
Average Average

HhIndustnat k P P
trr ResMennal Commemal ladustna! Whoicsale Other Tmal Rendennal Commemal & Other Total Customer KWH Customer

22. . 1 941 1 619 3 563 2 753 478 10 354 255 299 25 870 4 372 285 541 7 632 11.08c $845.99

Q1. . 2 041 1 683 3 543 2 SS7 482 10 336 254 500 26 044 4 444 284 988 7 990 11.26 897.41
.990. 1 950 1 614 3 617 2 333 4% 10 010 253 965 25 S22 4 555 284 342 7 692 11.48 882.99
2@9. . 2 017 1 622 3 740 3 138 495 11 012 253 234 25 803 4 434 283 471 7 989 10.71 855.29
988. 2 068 1 579 3 780 2 044 474 9 945 251 590 25 526 4 102 281 218 8 264 9.72 802.87

262. I 911 1 326 2 873 929 413 7 452 241 492 23 495 3 815 268 802 7 906 8.04 635.82

Load (MW & %) Energy (millions of KWH) Fuel
Operat4e f

'
Peak Capacity Load Cornpany C.enerated Purchawd Fuel Cost TU

fcar of reak Load Marpn Factor Fossd Nuclear Toul Pcmc Total Per KWH KWH

D2. I 727 1514 123 % 63.2 % 4 656 6 293 10 949 (82) 10 867 1.41c 10 284 :

!

201 . . I 758 1510 14.1 64.5 4 848 6 003 10 851 95 10 946 1.44 10 327 t

.990. . . 1 752 1 516 13 5 63.0 5 535 4 219 9 754 902 10 656 ISO 10 220 j

@89 . 1 894 1526 19.4 65.2 5 206 5 552 10 758 788 11 546 1.42 10 293 :

$83 . . 1057(d) 1 614 (52.7) 62.8 5 820 3 325 9 145 1 491 10 636 1.59 10 174

@82 . 1 790 1 355 24.3 61.8 5 306 1 569 6 875 1 044 7 919 1.80 10 221 !
|

Investment (millions of dollars) |

h ork Total
Utahty Accumulated Propens Nuclear Property. Unhty

Plant in Deprecianon & Net & Perry fuel and Plant and Plant Total
trr semce Amortantxe Plant Umt 2 Other Equipment Addacons Assets

22. 52 847 760 2 087 280 164 52 531 5 44 $3 939

991. . 2 692 709 1 983 308 198 2 489 54 3 926
|990.. 2 604 640 1 964 349 224 2 537 87 3 913

' 989 . . . 2 528 565 1 963 342 237 2 542 73 4 051 |
CSS . . . 2 439 488 1951 371 263 2 585 132 4 046

982 .. .. 1 294 285 1 009 856 119(e) 1 984 249 2 181

Capitalization (millions of dollars & %)

Preferred stock. Preferred Stock.
enth Mandatory without Mandatory

|
' ear Common Stock Equity Redempton Provs.ons Redernpnon Promum long-Term Detit Total j

992 . 5935 39% 50 2% 210 9% 1 178 50% $2 373

L991. 888 38 64 3 210 9 1 158 50 2 320
990. 881 39 66 3 210 9 1 097 49 2 254
989. 898 38 69 3 210 9 1197 50 2 374
'988. 887 36 71 3 210 9 1 291 52 2 459

'982. . 617 35 96 5 170 10 876 50 1 759

|d) Capacity data reficcts extended generanns unit outage for renovanon and improvements
;e) Restated for effects of tapstahzanon of nuclear fuellease and hnanong arrangernents pursuant to Staternent of hnannal Accounung Standards 71.

(Toledo Edison) F-69 (Toledo Edison)
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INDEX TO SCHEDULES
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.Centerior Energy Corporation and Subsidiaries:

Schedule V Freperty, Plant and Equipment for the Years S-2
Ended December 31, 1992, 1991 and 1990

Schedule VI Accumulated Depreciation and Amortization of S-5
Property, Plant and Equipment for the Years
Ended December 31, 1992, 1991 and 1990

Schedule VII Guarantees of Securities of Other Issuers for S-8
the Year Ended December 31, 1992

Schedule VIII Valuation and Qualifying Accounts for the S-9
Years Ended December 31, 1992, 1991 and 1990

Schedule IX Short-Term Borrowings for the Years Ended S-10
December 31, 1992, 1991 and 1990

Schedule X Supplementary Income Statement Information for S-11
the Years Ended December 31, 1992, 1991 and 1990

The Cleveland Electric Illuminating Company and Subsidiaries:

Schedule V Preperty, Plant and Equipment for the Years S-12
Ended December 31, 1992, 1991 and 1990

Schedule VI Accumulated Depreciation and Amortization of S-15
Property, Plant and Equipment for the Years
Ended December 31, 1992, 1991 and 1990

Schedule VII Guarantees of Securities of Other Issuers for S-18
the Year Ended December 31, 1992

Schedule VIII Valuation and Qualifying Accounts for the 5-19 |
Years Ended December 31, 1992, 1991 and 1990

Schedale IX Short-Term Borrowings for the Years Ended S-20
December 31, 1992, 1991 and 1990

. Schedule X Supplementary Income Statement Information for S-21 |

the Years Ended December 31, 1992, 1991 and 1990

The Toledo Edison Company:

Schedule V Property, Plant and Equipment for the Years S-22
Ended December 31, 1992, 1991 and 1990

Schedule VI Accumulated Depreciation and Amortization of S-25
Property, Plant and Equipment for the Years
Ended December 31, 1992, 1991 and 1990 |

)Schedule 7II Guarantees of Securities of Other Issuers for S-28
the Year Ended December 31, 1992

''

Schedule VIII Valuation and Qualifying Accounts for the S-29
Years Ended December 31, 1992, 1991 and 1990

Schedule IX Short-Term Borrowings for the Years Ended S-30
December 31, 1992, 1991 and 1990

Schedule X Supplementary Income Statement Information for S-31
the Years Ended December 31, 1992, 1991 and 1990

Schedules other than those listed above are omitted for the reason that they
are not required or are not applicable, or the required information is shown
in the financial statements or notes thereto,
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CEllTERIOR ENERGY CORPORAtt0W AND SUEllDIARIES
i

SCHEDULE V - PROPERTY, PLANT AND EQUIPMENT !

YEAR ENDED DECEMBER 31, 1992

(Thousands of Dollars) |

t

Balance at Retirements Balance at *

Beginning of Aci11tions or End of

Classification Period at Cost Sales Other Period
.............. ............ ............ ............ ............ ............ p

Utility Plant (Electric):

Intensible 534,774 $266 SO $0 535,040
i
|

Procbction:

steam 1,413,761 45,619 (72,212) 14,492 (a) 1,401,660

Nuclear 5,227,393 78,403 (12,128) 355,080 (a) 5,648,748
ivydroutic 55,427 5,024 (594) 0 59,857

other 14,750 0 0 0 14,750

"
Yransaission 710,217 19,467 (1,051) 7,698 (a) 736,331

.

Distribution 1,233,176 99,503 (3,9483 2,120 (a) 1,330,851

5

General 196,721 24,809 (1,767) 0 221,763
............ ............ ............ ............ ............

Total Utility Plant 8,888,219 273,091 (91,700) 379,390 9,449,000

Perry Unit 2 (b) 850,573 (23,899) 0 0 826,674

Construction Work in
Progress 215,855 (48,434) (282) 0 167,139

Nuclear Fuel 985,781 52,546 0 0 1,038,327

Cther Property 64,763 (671) (16,749) 0 47,343
............ ............ ............ ............ ............

Total Property, Plant and
Eqaipment 511,005,191 1252,633 (5108,731) 5379,390 511,528,483

============ ============ ============ ============ ============

(a) Results f rom adoption of STAS 109 in 1992, which requires the presentation of amounts on a
'

pre-tax basis. Such amounts were previously stated on a net-of-tax basis.
'

(b) Includes Perry Unit 2 AFLDC. see schedule VIII.

S-2
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CENTER!OR ENERGY CORPORATION AND SUBSIDIARIES
1

SCHEDLFLE V - PROPERTY, PLANT AND EQ' IPMENTJ

YEAR ENDED DECEMBER 31, 1991

(Thousands of Dollars)

Balance at Retirements Balance at
Beginning cf Ack:fitions or End of

Classification Period at Cost Sales Other Period (
.............. ............ ............ ............ ............ ............

Utility Plant (Electric):

Intangible $22,035 S12,739 50 SO S34,774

ProckJction:

Steam 1,33D,332 80,909 (5,480) 0 1,413,761
.

Nuclear 5,123,492 105,296 (1,395) 0 5,227,393
,

Hydrautie 56,354 (557) (370) 0 55,427

other 14,693 48 9 0 14,750

,

Transmission 694,181 16,667 (631) 0 710,217

Distribution 1,199,941 37,674 (4,439) 0 1,233,176

Ceneret 187,191 18,174 (6,644) 0 198,721
............ ............ ............ ............ ............

Total Utility Plant 8,636,219 270,950 (18,950) 0 8,888,219 |

r

'
Perry Unit 2 (a) 865,149 (14,576) 0 0 850,573

7

Corutruction Work in
Progress 268,386 (52,531) 0 0 215,855 [

kuclear Fuel 927,258 58,513 0 0 985.781

Other Property 63,524 1,254 (15) 0 64,763
.

:............ ............ ............ ............ ............

Total Property, Plant and
7

Ecpipment S10,760,546 S263,610 (518,965) 50 $11,005,191
============ ............ ==== sus ===== : ========== ............

,E

!
fa) Includes Perry Unit 2 AFuDC. See Schedute v!11.

i

?

[

|
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CENTER 10R ENEKY CORPORATION AND SUBSIDIARIES
,

SCHEDULE V - PROPERTV, PLANT AND EQUIPMENT !

YEAR ENDED DEEEMBER 31, 1990 j

!

(Thousands of Dollars)
,

Balance at Retirements Balance at
Beginning of Additions or End of ,

Classification Period at t wt Sales Other Period
.............. ............ ............ ............ ............ ............

Utility Plant (Electric):

Intangible 50 $22,035 SD S0 S22,035
!

Prock.ct ion:
|

I
Steam 1,301,892 39,495 (3,055) 0 1,338,332

muclear 5,016,127 131,973 (24,608) 0 5,123,492 ;

Hydraulic $6,300 54 0 0 56,354
'

Other 13,995 74 9 (51) 0 14,693

Travaission 680,080 15,028 (927) 0 694,181 !

Distribution 1,143,810 62,309 (6,178) - 0 1,199,941

General 185,434 3,406 (1,649) 0 187,191
;

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

!L

Total Utility Plant 8,397,638 275,049 (36,468) 0 8,636,219

,

!

Perry unit 2 (a) 869,048 (3,899; O O 865,149

Construction Work in
Progress 288,225 (19,839) 0 0 268,386

Nuclear Fuel 864,821 62,447 0 0 927,268

.

Other Property 62,449 1,136 (22) (39) 63,524
.

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

e

Total Property, Plant and
Equipment $10,482,181 $314,894 (136,490) (S39). $10,760,546

====..ma==== =======..... mss ====. ============ .s==

i

'(a) includes Perry Unit 2 AFUDC. See Schedule VI!!.

i

)

,
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CENTER 10R ENERGY CORPORATION AND SUBSIDI ARIES

SCHEDULE VI - ACCUDEJLATED DEPRECI Atl0N AND AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT

YEAR ENDED DECEMBER 31, 1992

(Thousands of Dottars)

Additions Deductions
............................ ..............................

Balance at Charged to Removal Cost Balance at
Beginning of Income Net of Salvage End of

Description Period Statement Other ketirements Add /CDedact) Period
........... ............ ............ ............ ............ .............. ............

Utility Plant:

I

Electric - Depreciation 12,260,186 S261,943 152,593 (a) (591,982) (515,779) S2,466,961

- Amortization 14,303 7,173 0 0 0 21,476 ,

1
............ ............ ............ ............ ............ ............

Total Utility Plant 2,274.489 269,116 (b) 52,593 (91,982) (15,779) 2,488,437

|
.

IMhar Property - Depreciation 20,250 2,049 (c) 0 (14,129) (4) 8,166
............ ............ ............ ............ ............ ............ ;

Total S2,294,739 S271,165 552,593 (5106,111) (515,783) 12,496,603
...... .... .. ........ ............ ...... .... ............ ............

NJeteer fuet - Amortization $527,367 5126,409 (d) ED SD SO S653,776 i

l...... .. ............ ............ ............ ............ ............
1

(a) Includes adjustment resulting from adoption of SFAS 109 in 1992 (548.1 mittion), nuclear plant
deconnissioning trust earnings charged to the trust accomts, and depreciation charged to
construction work in progress.

(b) Depreciation and amortization, as reported in the Income Statement, inetudes approximately 513 mitLion of
amortization of investment tax credits.

(c) Nonutility plant expense charged to other income and dedactions, net.
(d) Charged to fuel aM purchased power expense.

55
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CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

SCHEDULE VI - ACC'JeJLATED DEPRECI ATION AND AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT

YEAR ENDED DECEMBER 31, 1991

(Thousands of Dollars)

Additions Deduetions
............................ ..............................

Balance at Charged to Removat Cost Balance at
Beginning of Income het of Salvage End of

Description Period Statement Other Retirements Add /(Dedet) Period
........... ............ ............ ............ ............ .............. ............

Utility Plant:

Electric - Depreciation S2,C30,437 5248,231 53,555 (a)(b) (S18,950) ($3,087) 52,260,186
- Amortization 8,073 5,679 551 (b) 0 0 14,303

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

Total Utility Plant 2,038,510 253,910 (c) 4,106 (18,950) (3,087) 2,274,489

Other Property - Depreciation 18,072 2,178 (d) D 0 0 20,250
............ ............ ............ ............ ............ ............

Total 52,056,582 1256,088 54,106- (518,950) (s3,087) 52,294,739
= = = = = = = = = = = ============ = = = = = = = = = = = ============ ============ = = = = = = = = = = =

Nuclear Fuel + Amortitation 5404,596 5122,771 te) 50 50 50 5527,367
============ ============ ============ ============ ============ ============

(a) Includes nuclear plant deconsnissioning trust earnings charged to the trust accounts and depreciation
charged to construction work in progress.

(b) Transfer f rom acetrnutated depreciation to accalated amortization.
(c) Depreciation and amortization, as reported in the Income Statement, includes approximately s11 sittion of

amortization of investment tax credits.
(d) Nonutility plant expense charged to ctber income and dedactions, net.
(e) Charged to fuel and purchased power expense.

t

!

t

t
i
I

!

i
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CENTER 10R ENERGY CORPORATION AND SUBSIDIARIES

SCHEDULE VI - ACCUMULATED DEPRECIATION AND AMORTIZAT!DN OF PROPERTY, PLANT AND EQUIPMEhi

YEAR ENDED DECEMBER 31, 1990

(Thousands of Dotters)

Additions DedJctions
............................ ..............................

Balance at Charged to Removat Cost Balance at
Beginning of Ircome het of Salvage Erd of

Description Period Statement Other Retirements Add /(DedJet) Period
........... ............ ............ ............ ............ .............. ............

Utility Plantt

Electric - Depreciation 11,819,850 5249,381 $2,685 (a) (536,468) (55.011) S2,030,437
- Amortization 3,670 4,403 0 0 0 8,073

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

Total Utility Plant 1,E23,520 253,784 (b) 2,685 (36,468) (5,011) 2,038,510

Othsr Property - Depreciation 15,132 2,957 (c) (17) 0 0 18,072
............ ............ ............ ............ ............ ............

Total 51,E38,652 5256,741 52,668 (536,468) (15,011) 12,D56,582
============ :: ======== ============ ============ ============ ============

cuclear Fuet - Amortization 5320,446 584,150 (d) 50 50 so 5404,5%
============ ============ ============ ============ ============ ============

(a) Depreciation charged to construction work in progress.
(b) Depreciation ard amortization, as reported in the Income Statement, includes approximately $12 mittion of

amortization of investment tax credits.
(c) Nonutility plant expense charged to other income and Oeductions, net.
(d) Charged to fuel and purchased power expense.

57
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ICENTER 10R ENERGY CORPORATION AND SUBSIDIARIES
>

fSCHEDULE Vll - GUARANTEES OF SECURITIES Of OTHER ISSUERS

YEAR ENDED DECEMBER 31, 1992

(Thousands of Dollars) i
!

Principal Ammmt
Name Cf Issuer of Guaranteed and

securities Guaranteed Title of Issue (a) Outstanding (a) Nature of Guarantee
.............................. ............................... ................ .......................

Quarto Mining Conpany (b) Guaranteed Mortgage Bonds,
due 2000 -

series A 8.25% $939 Principal and interest
Series B 9.70% 915 Principal and Interest

series C 9.40% 4,579 Principal and Interest
series EA 10.25% 1,089 Principal and Interest
series FA 10.50% 836 Principal and Interest
series G 9.05% 13,825 Principal and Interest
Series HA 7.75% 10,638 Principal and Interest
series HB 8.31% 5,396 Principal and Interest

'
Guaranteed Refunding Bonds,

series I, 7.45%, due 1997 9,227 Principal and Interest

Onsecured Note, interest at prime *

(6.50% effective 7/1/92 and i
applicable through 12/31/92)
plus 2%, due 2000 3,288 Principal and Interest ,

1

Equipment Leases 9,532 Termination value per
Agreements [

........

60,264
.;........

The Ohio Valley Coal Conpany first Mortgage hotes,
series D, 8.00%, due 1993 to 1997 5,800 Principal and Interest

.

Series E, 10.25%, due 1993 to 1997 2,970 Principal and Interest

Equipment leases 4,809 stipulated Loss value
per Agreements

'
Term Notes,

9.53%, due 1993 to 1996 2,081 Principal and Interest
10.85%, due 1993 to 1997 16,892 Principal and Interest |

6

........

32,552 -

........ :

592,816 I
>........

(a) None of the securities were owned by the Operating Conpanies; none were held in the treasury of
the issuer; aM none were in def ault.

(b) The Operating Conpanies and the other CAPCO Group Conpanies have agreed to guarantee severally,
and not jointly, their proportionate shares of Quarto Mining Company debt and lease.
obligations incurred while developing and equipping the mines. The amounts shown are :i
the Operating Conpanies' proportionate share of the total obligations.

i

5-8
|
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CENTER 10R ENERGY CORPORATION AND SUBSIDIARIES

f

SCHEDULE Vill VALUA1104 AND QUALIFYING ACCOUNTS
iFOR THE YEARS ENDED DECEMBER 31,1992,1991 Au3 1990
t

,L

(thousands of DolIars)

Additions Deductions
.................... ....... ............................

,

Balance at Charged to DedJCli ons Balance at
*

beginning Income from End of
r

Description of Period Statement Other Reserves Other Period j
;........... ............ ............ ............ ............ ......... ............

I

!

Reflected as Reductions i
.to the Related Assets:
.

iAccmulated Provision i
for uncollectible Accounts i

(Deduction f rom Amorts Due i
from Customers and others) ;

,

t

1992 53,703 $19,673 (a) 52,376 (b) 122,029 (a)(c) SD S3,723 ;

k

1991 3,026 20,567 (a) 3,192 (b) 23,082 (a)(c) 0 3,703 '

1990 2,276 18,739 (a) 2,805 (b) 20,794 (a)(c) 0 3,026 j

Reserve for oerry Unit 2 ;
L

Allowance f or funds Used .i

During Construction -t
5(Deduction f rom Perry

Unit 2)

1992 S212,693 10 S0 S0 SD S212,693 i

1991 212,693 0 0 0 0 212,693 f
1990 212 693 0 0 0 0 212,693 |

|
.

(a) includes a provision and corresponding write-of f of uxot tectible accounts of $5,968,000,16,020,000 and [
SS,895,000 in 1992,1991 and 1990, respectively, relating to customers which gaatif y f or the PUCD mandated ,

'
Percentage of income Payment Plan. Such uncollectible accounts are recovered through a separate PUCO

,

epproved surcharge tariff. 5

(b) Collection of accomts previously written off. |

(c) Uncottectible accomts written cif. !

,

T

,

-r

i
)

i

4

S-9

|
u _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _



;

;
.

.

CENTERIOR ENERGY CORPORATION AND SUS $1DI ARIES
,

SCHEDULE IX * SHORT* TERM BORROVINGS

FOR THE YEAR $ ENDED DECEMBER 31, 1992, 1991 AND 1990

(Thousands of Dollars)
;

Average
Weighted Daily Average j
Average Maximm Weighted Daily '

Balance Interest Amount Amount Weighted
at End Rate at Outstarading Outstanding Interest i

of End of During the During the Rate During
Category Period Period Period Period the Period
........ ............ ............ ............. ............ ............

Commercial Paper
................

b

1992 SD 0.0% 5101,80C $16,823 (a) 4.5% (b) e

1991 0 0.0 170,900 61,781 (a) 7.4 (b) :
1990 110,310 9.4 163,200 88,070 <s) 8.7 (b) ,

?

Uncommitted Financing Facility !
..............................

=rs
1992 $49,502 4.4% 580,003 538,952 (a) 4.1% (b)

Not applicable for 1991 and 1990.

|

(a) Computed by dividing the total of the daily outstanding balances for the year by 365 days (366 for 1992).
(b) Computed by dividing total interest expense for the year by the average daily balance outstanding.

|

1
s
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CENTER 10R ENERGY CORPORATION AND SUBSIDIAt!ES

SCHEDULE X * SUPPLEMEh1ARY INCOME STATEMENT INFORMATION

FOR THE TEARS ECED DECEMBER 31,1992,1991 AND 1990

(Thousands of Dottars)

Item 1992 1991 1990
.... ............ ............ ............

Maintenance aM Repairs --
Charged to operating Expenses 1184,183 S174,121 1202,248

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

Taxes, Other Than Payroll and
Income Taxes:

, Charged to Operating Expenses:
|

|
Real and Personal Property Taxes $171,603 5163,123 1145,980

Ohio State Excise Taxes 111,316 106,672 10T,918

other 11,452 11,883 8,850
............ ............ ............

Total Charged to Operating
Expenses 294,371 281,678 256,748

I

I

Total Charged to Nonoperating Income 129 684 719
............ ............ ............

| Total $294,500 1282,362 1257,467
! ............ ............ ............

!
i
<
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THE CLEVELAND ELECTRIC ILLLMINATING COMPANY AND $UB$1DI ARIES
t

SCHEDULE V + PROPERTY, PLANT AND EQUIPMENT

YEAR ENDED DECEFEER 31, 1992

(Thousands of Dollars) ,

;

I
Balance at Ret irements Estance at y

Begiming of Additions or End of
Classification Period at Cost Sales Other Period
.............. ............ ............ ............ ............ ............

,

Utility Plant (Electric):

Intangible 522,462 $185 50 SD 122,647
,

!
L

Productlon:

steam 1,104,815 38,830 (35,012) 12,423 (a) 1,121,056
Nuclear 3,461,108 51,556 (6,298) 230,737 (a) 3,737,103
Hydraulic 55,427 5,024 (594) 0 59,857
other 8,075 0 0 0 8,075

Transmission $61,188 17,597 (1,028) 7,056 (a) 584,813 i

Distribution 857,392 66,747 (3,038) 1,9~1 te) 923,022

(.eneral 125,478 20,512 (767) 0 145,223 ;

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

Total Utility Plant 6,195,945 200,451 (46,737) 252,137 6,601,796

,

Perry unit 2 (b) 507,806 (12,510) 0 0 495,296

Construction work in
Progress 161,890 (31,281) (?B2) 0 130,327

3

Nuclear Fuel 551,934 30,446 0 0 582,380

Other Property 60,667 (688) (16,719) 0 43,260
.......... . ........ ... ............ ............ ............

total Property, Plant ae.:*
Eaulpnent A7,478,242 5186,418 (S63,738) 5252,137 17,853,059 !

;............ ............ ............ ............ . .. ......

(a) Gesults f rom adoption of sf AS 109 in 1992, which requires the presentation of anoets on a
pre tax basis. Such amounts were previously stated on a net-of-tan basis. ,

(b) Inctu:$es Perry Unit 2 AFUDC. See Schedule V!!!. i

,

t
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THE CLEVELAND ELECTRIC ILLum! EATING COMPANY AND SUB51 DIARIES

SCHEbutE V - PROPERTY, PLANT AWD EQUIPMENT

YEAR ENDED DECEMBER 31, 1991

(Thousands of Dollars)

Balance at Retirements Balance at

Beginning of Additions or End of

Classification Period at Cost Sales Other Period
|

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

Utility Plant (Electric):
I

Intangible S18,499 53,963 SD 50 522,462

Prodxtion:

Steam 1,046,921 63,374 (5,480) 0 1,104,815

Nuclear 3,405,230 56,601 (723) 0 3,461,108

Hydraulic 56,354 (557) (370) 0 55,427

Other 7,%7 99 9 0 8,075

Transmission 547,300 14,518 (630) 0 561,188

Olstribution 833,153 27,823 (3,584) 0 857,392

| General 116,912 11,184 (2,618) 0 125,478

|
............ ............ ............ ............ ............

|

| Total utitity Plant 6,032,336 177,005 (13,396) 0 6,195,945

|
.

Perry Unit 2 (a) 521,464 (13,658) 0 0 507,806

Construction Work in
Progress 175,232 (13,342) 0 0 161,890

kvetear f uel 520,762 31,172 0 0 551,934

Other Property 60,221 461 (15) 0 60,667
............ . .......... ............ ............ ............

Total Property, Plant and

Equipment 57,310,015 5181,638 (113,411) 50 S7.478.242
esses....... ============ ns.es======= . ........., ==ss===ssess

(a) Inclu:$es Perry Unit 2 AFLOC. See $chedule VI!!.
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TEE CLEVELAC ELECTRIC ILLUM!kAflWG COMPANY AC SUS $1DI ARIES

$CHEDULE V - PROPERTY, PLANT A C EQUIPMENT
t

YEAR [ CED DECEMBER 31, 1990
,

(Thousands of Dottars) t

Batave at Retirements Balance at
Beginning of Additions or End of

Classification Period at Cost Sales Other Period
.............. ............ ............ ............ ............ ............

Utility Plant (Electric): '

Intangible 50 818.499 53 SO 318,499

ProdJction:
[

Steam 1,017,617 32,353 (3,049) 0 1,046,921 {
Nuclear 3,346,223 80,329 (21,322) 0 3,405,230
Hydroutie 56,300 54 0 0 56,354

,

Other 7,287 731 (51) 0 7,967

Transmission 534,813 13,381 (894) 0 547,300
'

Distribution 792,438 46,167 (5,452) 0 833,153

General 114,605 3,342 (1.C35) 0 116,912 ,

!............ ............ ............ ............ ............

Total Utility Plant 5,869,283 194,856 (31,833) 0 6,032,336 |

6

Perry unit 2 (a) 523,294 (1,E30) 0 0 521,464

Construction Work in
Progress 203,639 (28,407) 0 0 175,232

Nuclear Fuel 482,092 38,670 0 0 $20,762

Other Property 59,107 1,136 (22) 0 60,221
............ ............ ............ ............ ............

Total Property, Plant and
Equipment $7,137,415 1204,425 ($31,825) SD $7,310,015

============ ======...... ===.......== ==..======== . .........

(a) Includes Perry Unit 2 AruDC. see schette V111. *

,
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THE CLEVELAND ELECTRIC ILLUM! EAT!WG COMPAbf AND SUBSIDI ARIES
,

i

SCHEDULE VI - ACCLMJLATED DEPRECI ATION AND AM3RTIZAT!DN DF PROPERTY, PLANT AND EWJIPMENT

TEAR ENDED DECEMBER 31, 1992

(Thousands of Dottars)
f

P

t

Additions DedJctions |
!............................ ..............................
t

Salance at Charged to Removal Cost salance at
IBegiming of Income het of salvage End of

Description Period statement Other Retirements Add /(Dedact) Period
i........... ............ ............ ............ ............ .............. ............

,

Utility Plant: f
i

!
Etsctric - Depreciation 51,552,870 5182,706 534,385 (a) (s47,019) (511,322) 51,711,620 |

- Amortization 12,114 4,382 0 0 0 16,496
............ ............ ............ ............ ............ ............

,

Total utility Plant 1,564,984 187,088 (b) 34,385 (47,019) (11,322) 1,728,116 i

i

Othar Property - Depreciation 18,833 1,960 (c) 0 (14,099) 0 6,694 ,
*............ ............ ............ ............ ............ ............
P

Total 51,5E3,817 5189,048 534,385 (561,118) (511,322) 51,734,810
============ ============ ============ ============ ============ ============

t
Wuctasr Fuet - Amortization 1288,805 570,056 (c) 10 50 50 5358,861

============ ============ ============ ============ ============ ============

(a) Inctices adjustment resulting f rom adoption of sf AS 109 in 1992 (531.5 mittion), rixtear plant *

decoamissioning trust earnings charged to the trust accosits, and depreciation charged to
;

construction work in progress. '

(b) Depreciation and amortization, as reported in the Income statement, includes approximately 58 mittien of
amortization cf investment tax credits.

(c) Nonutility plant expense charged to other income and ded. actions, net.
(d) Charged to fuel and purchased power expense.

,

.

!

[

i

,

h

6
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THE CLEVELA@ ELECTRIC ILLUM!kATING COMPANY AC SUBSIDI ARIES

SCHEDULE VI - ACCLMULATED DEPRECIATION AND AMDRT!ZATION OF PROPERTY, PLANT AND EQUIPMENT

YEAR ENDED DECEMBER 31, 1991

(Thousards of Dellers)

i

AMitions Dedxtions
............................ ..............................

?Balance at Charged to Removal Cost Balance at
Beginning of Income ket of Salvage Erd of

Description Period Statement Other Retirements AM/(Dedxt) , Period
........... ............ ............ ............ ............ .............. ............

Utility Plant:

Electric - Depreciation 51,391,080 $173,126 S1,794 (a)(b) ($13,396) 5266 S1,552,870

- Amortization 7,178 4,385 551 (b) 0 0 12,114
............ ............ ............ ............ ............ ............

Total Utility Plant 1,398,258 177,511 (c) 2,345 (13,396) 266 1,564,984

Other Property - Depreciation 16,793 2,040 (d) 0 0 0 18,833
............ ............ ............ ............ ............ ............

Total $1,415,051 S179,551 52,345 ($13,396) 1266 $1,583,817
==.......... ..======.n ............ ..=...n... ............ .... ..

Nuclear Fuel - Amortization $219,938 568,867 (e) 50 50 50 $288,805
====== ...== ====s===== ======... ras . ... .... .. .rs===== ========== s

(a) Includes nuclear plant deconrnissioning trust earnings charged to the trust accounts and depreciation
charged to construction work in progress.

(b) Transf er f rom accunulated depreciation to accuiutated amortization.
(c) Depreciation and amortization, as reported in the Income Statement, in:lixses approximately $7 million of

amortization of investment tax credits.
(d) Nonutility plant expense charged to cther income and deductions, net.
(e) Charged to fuel ard purchased power expense.
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THE CLEVELAC ELECTRIC ILLUMINATING COMPAkY A@ SUBSIDI ARIES

SCHEDULE VI - ACCUMULATED DEPRECI ATION AWD AMORil2ATION OF PROPERTY, PLANT AC EQUIPMENT

YEAR E CED DECEMBER 31, 1990

(Thousa u:!s of Dot Lars)

Additions Deduetions
.... ....................... ..............................

Balance at Charged to Removal Cost Balance at
Beginning of Income Net of Salvage End of

Description Period Statement Cther Retirements AcM/(Deduc t) Period
........... ............ ............ ............ ............ .............. ............

titility Plant:

Elsetric - Depreciation $1,255,235 S174,744 S843 (a) (S31,803) (S7,939) S1,391,083
- Anortization 3,670 3,508 0 0 0 7,178

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

Total Utility Plant 1,258,905 178,252 (b) 843 (31,803) (7,939) 1,398,258

Othsr Property - Depreciation 13,915 2,878 (c) 0 0 0 16,793
............ ............ ............ ............ ............ ............

Totat $1,272,820 S181,130 5843 (531,803) (S7,939) $1,415,051

)=====... .: =====....... ==========.. ============ ========..== ............

!

Nuclear Fuet - Amortization S172,910 547,028 (d) SO SD SD S219,938 I
ass ===== ... ===s======== == es======= . ===ssesses =rsz...===== ==========

,

!

(a) Depreciation charged to construction work in progress. I
i

(b) Depreciation and amortization, as reported in the Income Statement, includes approximately S9 mittion of '

amortization of investment tax cr Aits.
(c) Wonutility plant expense charged to other incone and ceductions, net.

|
(d) Charged to fuel and purchased power expense. |

|

I~
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THE CLEVELAND ELECTRIC ILLUMINATING COMPANT AND SUBSIDIARIES

SCHEDULE VII - GUARANTEES OF SECURITIES OF OTHER ISSUERS

YEAR ENDED DECEMBER 31, 1992

(Thousanos of Dollars)
.

!

Principal Amoi.rtt |
iName of Issuer of Guaranteed and
'Securities Guaranteed Title of Issue (a) Outstanding (a) Nature of Guarantee

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

Quarto Mining Conpany (b) Guaranteed Mortgage Bonds, '

due 2003

Series A 8.25% $429 Principal and Interest
,

Series B 9.70% 613 Principal and Interest
Series C 9.40% 3,067 Principal ard Interest -

'
Series EA 10.25% 681 Principal and Interest

Series FA 10.50% 523 Principal enrt Interest f
Series G 9.05% 8,511 Principal arrj Interest |

Series MA 7.75% 6,549 Principal and Interest ;

Series HB 8.31% 3,322 Principal and Interest }
9

!
Guaranteed Refunding Bonds,

Series I, 7.45%, dse 1997 5,680 Principal and Interest

i

unsecured Note, interest at prime
(6.50% effective 7/1/92 and
applicable through 12/31/92) !

plus 2%, due 2000 2,055 - Principal ard Interest I

Equipment Leases 6,385 Termination value per .f
iAgreements
[........

*38,015
........

The Ohio Valley Coal Conpany First Mortgage Notes, i

Series D, 8.00%, dae 1993 to 1997 5,800 Principal and Interest ;

Series E,10.25%, cbe 1993 to 1997 2,970 Principal and Interest
I

!

Equipnent Leases 4,609 Stipulated Losa value I

per Agreements
Term Notes, ;

9.53%, due 1993 to 1996 2,081 Principal and Interest ~

10.85%, due 1993 to 1997 16,892 Principal and Interest
........

32,552 i

........

S70,567 '

========

*(a) toone of the securities were owned by Cleveland Electric; none were held in the treasury of
the issuer; and none were in default.

(b) Cleveland Electric and the other CAPCD GroJp Companies have agreed to guarantee severally,
and not jointly, their proportionate shares of Querto Mining Company debt and tease -

obligations incurred white developing and equipping the mines. The amounts shown are j
Cleveland Electric's proportionate share of the total obligations.

I
!
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THE CLEVELAC ELECTRIC ILLUM!kATING C.MPANY AND SJBSIDI ARIES '

SCHEDULE vill . VALUATION AND cuALIFYING ACCOUNTS j

FOR THE YEARS ENDED DECEM6ER 31,1992,1991 Ac 1990 i

J

(Thousands of Do!!ars)
I
.

Act: fit ions Deductions
............................ ............................

Balance at Charged to Deduc t i ons Balance at

Beginning Income from End of

Description of Period Statement Other Reserves Other Period

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

Reflected as Redactions I

to the Related Assets:

Acctsfulated Provision
for uncottectible Accounts
(Dedaction from Amoets Due
from Customers and Others)

1992 52,313 516,359 (a) 51,309 (b) S17,648 (a)(c) 50 52,333

1991 1,826 15,669 (a) 1,6S6 (b) 16,868 (a)(c) 0 2,313

1990 926 15,207 (a) 1,628 (b) 15,935 (a)(c) 0 1,826

Reserve for Perry Unit 2
Allowance for Fmds Used
During Construction |
(Dedaction f rom Perry

' unit 2)

1992 5124,398 10 50 50 50 5124,398

1991 124,398 0 0 0 0 124,398
3

1990 124,398 0 0 0 0 124,398

(a) Irctudes a provision ano corresponding write-cif of uncot tectible accounts of $5,269,000, 55,616,000 and
55,597,000 in 1992,1991 and 1990, respectively, relating to customers which gaalif y f or the PUC0 mandated
Percentage of Income Payment Plan. Such treollectible accounts are recovered through a separate PUC0
approved surcharge tariff.

(b) Collection of accounts previously written off.

(c) Uncottectible accomts written off.

s.19
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THE CLBTLAND ELECTRIC ILLUMINATING COMPANY AND SUS $1 DIARIES |

SCHEDULE IX - SHORT-TERN BORROWINCS

FOR THE YEAR $ ENDED DECEMBER 31, 1992, 1991 AND 1990

(Thousanch of Dollars)

f
Average

,

Weighted Daily Average [
Average Maximm Weighted Daily *

Balance Interest Amant Anomt Weighted
at End Rate at Outstanding Outstarding Interest ;

of End of During the During the Rate During j
Category Period Period Period Period the Period
........ ............ ............ ............. ............ ............

Ccamercial raper !
[................

9992 SD 0.0% 575,000 $9,473 (a) . 4.3% (b)

.|1991 0 0.0 133,100 45,825 (a) 7.5 (b)'
1990 87,110 9.5 140,000 87,584 (a) 8,7 (b) !

r

Unconnitted Financing Facility
..............................

1992 510,000 4.3% S40,001 517,180 (a) 4.11 (b) >

Not applicable for 1991 and 1990.
[

1

(a) Conputed by dividing the total of the daily outstanding balances for the year by 365 days (366 for 1992).
*(b) Conputed by dividing total interest expense for the year by the average daily balance outstanding.

|

?

i

i

',.

1

i

i

-|

b

,
i

,
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THE CLEVELAND ELECTRIC ILLUM! HATING COMPANY AED SUBS!DI ARIES ,

1

J

SCHEDULE K - $UPPLEMENTART IWCDME STATEMENT INFORMATION

FOR THE .4ARS Eh'DED DECEMBER 31,1992,1991 AND 1990
i
,

(Thousands of Dollars) i
i

Item 1992 1991 1990 I

;.... ............ ............ ............

Maintenance and Repairs -- -)
Charged to Operating Expenses $122,789 5115,816 S138,085

|=====....m== ======. ... ====........

i

taxes, Other Than Payrott and
Income Taxes:

,

f

Charged to Dperating EKpenses: ;

i
,

Real and Personal Property Taxes $125,200 $119,613 S106,776

|
'

Ohio State Excise Taxes 78,518 73,644 69,770
;

other 10,563 11,366 6,742 {
............ ............ .............

Total Charged to Operating .I

Expenses 214,278 2D4,623 183,288

i

Total Charged to honoperating Income 35 '593 628 j
............ ............ ............

!

Total 5214,316 S205.216 S183,916 f
=====sasezzz amamssssames sucessars.es )

.!

.f
f
8

i

i

i
|

!

.

s

!

i
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!
|
!
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THE TOLEDO EDISDN COMPANY

SCHEDULE V - PROPERTY, PLAkT AND EQUIPMENT f
YEAR ENDED DECEMBER 31, 1992 ,

!
5

(Thousands of Dottars)
i

Salance at Reti rements Salance at
Beginning of Additions or End of

Classification Period at Cost Sales Cther Period .

!.............. ............ ............ ............ ............ ............

Utility Plant (Electric): i

:
Intangible $12,312 581 S0 SD S12,393 !

i

|

I

ProdJction: |
!

Steam 308,946 6,789 (37,200) 2,069 (a) 280,604

Nuclear 1,766,285 26,847 (5,830) 124,343 (a) 1,911,645- ,

other 6,675 0 0 0 6,675
,

Transmission 149,029 1,870 (23) 642 (a) 151,518 j

t

Distributim 375,784 32,756 (910) 199 (a) 407,829 j

Generat 73,243 4,297 (1,000) 0 76,540
............ ............ ............ ............ ............

k

;

Totat utility Plant 2,692,274 72,640 (44,963) 127,253 2,847,204 '[

i

Perry Unit 2 (b) 342,767 (11,389) 0 0- 331,378 |

Construction Work in
-Progress 53,965 (17,153) 0 0 36,812

,

NJeteer Fuet 433,847 22,100 0 0 455,947 f

1

-Other Property 4,096 17 (30) 0 4,083 i

j............ ............ ............ ............ ............

t
Total Property, Ptant and ;

Equipnent $3,526,949 566,215 (S44,993) S127,253' $3,675,424 .

'

|.3u===== ..uae nu. === san. us === . u==.. . ..u s..

|

;

t
(a) Results f rom adoption of SFAS 109 in 1992, which requires the presentation of amounts on a j

pre-tax basis. Such amounts were previously stated on a net-of-tax basis. '

(b) Includes Perry Unit 2 AruDC. See Schedate vill.
<

-

!
,

r
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THE TOLEDO EDISON COMPANY

SCHEDULE V - PROPERTY, PLANT AND EDJIPMENT

YEAR ENDED DECEMBER 31, 1991

(Thousards of Dollars)

Balance at Retirements Balance at
*C .. . .',7 of Additions or Erd of

Cisssification Perird at Cost Sales other Period
.............. ............ ............ ............ ............ ............

Utility Plant (Electric):

Intangible $3,536 58,776 SD 50 512,312

Pro:betion:

steam 291,411 17,535 0 0 308,946

Nuclear 1,718,262 48,695 (672) 0 1,766,285

other 6,726 (51) 0 0 6,675

Transmission 146,881 2,149 (1) 0 149,029

Distribution 366,788 9,851 (855) 0 375,784

General 70.279 6,990 (4,026) 0 73,243 '

............ ............ ............ ............ ............ ;

i
Total Utility Plant 2,603,883 93,945 (5,554) 0 2,692,274 ;

i
,

'
Perry unit 2 (a) 343,685 (918) 0 0 342,767

Construction Work in |

Progress 93,154 (39,189) 0 0 53,965 j
i

I

tuclear f uel 406,506 27,341 0 0 433,847 I

J

Other Property 3,303 793 0 0 4,096-
)

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

I
f

Total Property, Plant and ;

Equipment 53,450,531 181,972 (55,554) 10 13,526,949 |

!............ ............ ........ .. ... ....... ............

i
i

|

(a) Includes Perry Unit 2 ARDC. See schedule v!!!. !
!

1

|
1
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THE TOLEDO EDISON COMPAhiY

SCHEDULE V - PROPERTY, PLANT AND EQUIPMENT

YEAR ENDED DECEMBER 31, 1990

(Thousands of Dotters)

Balance at Retirements Balance at
Beginning of Additions or End of

Cimssification Period at Cost Sales Other Period
.............. ............ ............ ............ ............ ............

Utility Plant (Electric):
,

|
?

Intangible 50 53,536 SD SD 53,536 ,

f
Production:

f
i

Steam 2S4,275 7,142 (6) 0 .291,411 |
Nuclear 1,669,9G4 51,644 (3,286) 0 1,718,262 .;

Ott'er 6,708 18 0 0 6,726 !

l.
Transmission 145,267 1,647 (33) 0 146,881

i
Distritxition 351,372 16,142 (726) 0 366,788 j

.l
?

General 70,829 64 (614) 0- 70,279

. . ,

!
i

Total utility Ptant 2,528,355 80,193 (4,f45) .0 2,603,883 .I
e

!

Perry Unit 2 (a) 345,754 (2,069) 0 0 343,685 .i

Construction Work in
Progress 84,586 8,565 0 0 93,154 ,

i
iNuclear fuel 382,729 23,777 0 0 406,506 j

Other Property 3,342 0 C (39) 3,303 ,f
-;............ ............ ............ ............ . . . . . . . . . . . . .

Total Property, Plant and
Equipment $3,364,766 5110,469 $4,665) (539) S3,450,531.(

,

========z2.. ==== samaa.. == mar......a =======..... ===.. ..... .

J

5

it
'(a) Includes Perry Unit 2 AFUDC. See Schedule VllI.

.
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THE TOLEts0 EDISON COMPANT

SCHEDULE VI - ACCUMULATED DEPRECI ATION AND ANDRTIZATION OF PROFERTY, PLANT AND EQJIPMENT

TEAR ENDED DECEMBER 31, 1992

(Thousands of Det tars)

AMitions DedJClions
............................... ..............................

Balance at Charged to Removat Cost Batence at
Beginning of Income het of Salvage Erzi of -j

Description Period Statement Other Retirements Add /(Deduct) Period
0.......... ............ ............ ............ ............ .............. ............ p

Utility Plant:

Electric - Depreciation 5707,316 179,237 518,208 (a) (S44,963) (S4,457) 5755,341

- Amortiration 2,189 2,791 0 0 0 4,980
............ .......... ............ ............ ............ ............

Total Utility Plant 709,505 f,2,028 (b) 18,208 (44,963) (4,457) 760,321 :
I

Other Property - Depreciation 1,417 89 (c) 0 (30) (4) 1,472
............ ............ ............ ............ ............ ............

Total 5710,922 582,117 518,205 (S44,993) ($4,461) 5761,793
,

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

wuctocr Fue1 - Amorti ation 1258,562 $56,353 (d) SO 50 50 1294,915
|.... _ .... . ........ ............ ............ ............ . . . . . . . . . . .

1

(a) Includes adjustnent resulting from adoption of STAS 109 in 1992 ($16.6 mittion), nuclear plant
decomissioning trust earnings charged to the trust accomts, and depreciation charged to j
construction work in progress. !

i

(b) Depreciation and amortiration, as reported in the Income Statement, inctu:les approximately 55 mittion of !

amortization of irwestment tax credits. I

(c) conutility plant expense charged to other income end dedactions, net.
(d) Charged to fuel and purchased power expense.

)

s 25
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THE TOLEDO EDISDN COMPANY j

SCHEDULE VI - ACCtMULATED DEPRECI A110N AND AMORTIZAT!DN OF PROPERTY, PLANT AND EQUIPMENT

YEAR ENDED DECEMBER 31, 1991

(Thousands of Dollars)

Additfons Dedxtions
............................... ..............................

Salance at Charged to Removal Cost Balance
Begiming of Income het of Salvage End of.

Description Period Statement Other Retirements Add /(Dedxt) Period
........... ............ ............ ............ ............ .............. . . . . . . . . . <

Utility Plant:

Electric - Depreciation 1639,357 575,105 S1,761 (a) ($5,554) (53,353) $707,31

- Amortization 895 1,294 0 0 0 2,18
............ ............ ............ ............ ............ .........c

Total Utility Plant OLO,252 76,399 <b) 1,761 (5,554) (3,353) 709,50

Other Property - Depreciation 1,279 138 (c) 0 0 0 1,40
............ ............ ............ ............ ............ ..........

Tctal $641,531 576,537 $1,761 (55,554) (13,353) S710,92;
=========u = = = = = = = = = = = === nen ==== =========== =========== ==========1

Nxtear Fuel - Amortization $184,658 553,904 (d) 50 SO SO S238,56;
============ ============ =========== ============ ============ =========i

(a) includes nuclear plant decomissioning trust earnings charged to the trust accounts and depreciation
charged to construction work in progress.

(b) Depreciation and amortization, as reported in the income Statenent, incitries approximately $4 million of
amortization of investment tax credits.

(c) Nonutility plant expense charged to other income and dedxtions, net.
(d) Charged to fuel and purchased power expense.

5-26
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THE TOLEDO EDISON COMPAhY

SCHEDULE VI - ACCUMULATED DEPRECI ATION AND AMORTIZATION OF PROPERTY, PLANT AND EDU1PMENT

YEAR E CED DECEMBER 31, 1990

(Thousards of Dottars)

Additions Deduetions
............................... ..............................

Balance at Charged to Removal Cost Balance at
Beginning of income Net of Salvage End of

gription Period Statement Other Retirements Ad:f/(Deduct) Period
........ ............ ............ ............ ............ .............. ............

tity Picnt:

sectric - Depreciation SS64,615 574,637 S1,842 (a) (54,665) S2,928 $639,357

- Amortization 0 895 0 0 0 895
............ ............ ............ ............ ............ ............

Total Utility Plant $64,615 75,532 (b) 1,842 (4,665) 2,928 640,252

ir Property - Depreciation 1,217 79 (c) (17) 0 0 1,279
............ ............ ............ ............ ............ ............

Total 5565,832 575,611 51,825 ($4,665) 12,928 1641,531
BERESOFEREEE EXEEEEEEESRS ESSESESSEES$ SRESE$tstSgt SSRESES$23r3 3333E33323E8

,ecr Fuel - Amortization $147,536 137,122 (d) to 50 50 5184,658
ass =====3=== ============ . ......... ==....r===== ==========ss =========...

(a) Depreciation charged to construction work in progress.
(b) Depreciation and enortization, as reported in the income Statement, includes approximately S3 million of

amortization of investment tax credits.
(c) Nonutility plant expense charged to other income and deductions, net.
(d) Chstged to fuel and purchased power expense.

5 27



THE TOLEDO EDis0W COMPANT

SCHEDULE VII - CUARANTEES OF SECURITIES OF OTHER ISSUERS

YEAR ENDED DECEMBER 31, 1992

(Thousands of Dot tars)

Principal Amourit

Name of Issuer of Guaranteed a M

Securities Guaranteed Title of Issue (a) Outstanding (a) Wature of Guarantee
.............................. ........................... ................ .......................

Quarto Mining Company (b) Guaranteed Mortgage Bonds,

due 2000

series A 8.25% $310 Principal and Interest

series B 9.70% 302 Principal and Interest
Series C 9.40% 1,512 Principal and Interest

series EA 10.25% 405 Principal and Interest
series FA 10.50% 313 Principal and Interest

series G 9.05% 5,314 Principal and Interest
Series HA 7.75% 4,089 Principal and Interest
series HB 8.31% 2,074 Principal and Interest

Guaranteed Refunding Bonds,
series I, 7.45%, de 1997 3,547 Principal and Interest

unsecured Note, interest at
prime (6.50% effective
7/1/92 and applicable
through 12/31/92) plus 2%,
due 2000 1,233 Principal and Interest

Equipment Leases 3,147 Termination Value per
Agreements

........

$22,249
========

(a) None of the securities were owned by Toledo Edison; none were held in the treasury of
the issuer; and none were in t.)efault.

(b) Toledo Edison and the other CAPCO Grote Conpanies have agreed to guarantee severally,
and not jointly, their proportionate shares of Quarto Mining Company debt and Isase
obligations incurred white developing and equipping the mines, The amoisits shown are
Toledo Edison's proportionate share of the total obligations.

5-28
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THE TOLEDO EDISON COMPANY

SCHEDULE V!!! - VALUATION AND QUAllFYlhG ACCOUNTS

FOR THE YEARS ECED DECEMBER 31, 1992, 1991 AND 1990

(Thousanos of Dettars) ,

i
!

Additions Dedxtions
............................ ............................

Balance at Charged to Deductions Salance at
Seginning income from End of I

Description of Periui statement other Reserves other Period -

........... ............ ............ ............ ............ ......... ............ ,

,

l

Reflected as Redxtions .!

to the Related Assets: ,

i

!
8Accunulated Provision

for uncottectible Accounts ;

(Dedaction f rom Amounts Due '

from Customers and others)
i
'

1992 11,390 13,314 (a) 51,067 (b) S4,381 to)(c) 50 S1,390

1991 1,200 4,898 (a) 1,506 (b) 6,214 (a)(e) 0 1,390 i

1993 1,350 3.532 (a) 1,177 (b) 4,859 (a)(c) 0 1,200 I

P

Reserve for Perry Unit 2 |
i

At towance for Turds Used
During Construction
(Deduction from Perry j

!Unit 2)

1992 588,295 53 SD SO 50 588,295 '|'

1991 88,295 0 0 0 0 88,295 !

1993 88,295 0 0 0 0 88,295 !

i

'
* - (a) Inclizies a provision and corresponding write-of f of meeltectible accounts of $699,000, 5404,000 and

1298,000 in 1992,1991 and 1990, respectively, relating to customers which qualif y for the PUC0 mandated
7

Percentage of income Payment Plan. Such uncollectible accounts are recovered through a separate PUC0
epproved surcharge tariff.

(b) Cottection of accounts previously written off.
(c) Uncollectible accounts written off,

r

h

!
~

!

!

i

i,

>
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THE TOLEDO EDIS0W COMPANY j

SCHEDULE IX - SHORT-TERM BOEROWINGS

FOR THE YEARS ENDED DECEMBER 31, 1992, 1991 AND 1990 l

(Thousands of Dollars)

Average
Weighted Daily Average
Average plaxinun Weighted Daily

,

Balance Interest Anotrit Amce t Weighted
at End Rate at Outstanding Outstanding Interest

cf Erd of During the During the Rate During -
Category Period Period Period Period the Period
........ ............ ............ ........_... ............ ............

i

|

Consnercial Paper |

................
|

1992 SD 0.0% $31,000 57,350 (a) 4.7% (b)
1991 0 0.0 45,000 15,956 (a) - 7.1 (b)
1990 23,200 9.1 23,200 1,285 (a) 9.1 (b)

|

Uncomitted Financing Facility

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

1992 539,502 4.4% 540,003 121,772 (a) 4.0% (b)
I hot applicable for 1991 and 1990.

(a) Conputed by dividing the total of the daily outstanding balances for the year by 365 days (366 for 1992).
(b) Computed by dividing total interest expense for the year by the average daily balance outstarding.
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THE TOLEDO EDISON COMPT.NY

SCHEDULE K - SUPPLEMENTARY INCOME STATEMENT IkFORMATION

FOR THE YEARS ENDED DECEMBER 31, 1992, 1991 AND 1990

(thousands of Dellars)

Item 1992 1991 1990
f,

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

,

I

Maintenance and Repairs -- ;

Charged to Operating Expenses 561,394 558,305 $64,163

==mazzassmz= azzazzzzzzas mezzaz=rezas !

F

[.Tames, other Than Payroll and
Income Taxes:

'

t
Charged to Operating Expenses:

Real aM Personal Property Taxes 546,403 543,510 539,204

f

Ohio state Excise Taxes 32,798 33,028 32,148 i
I.

Other 5.014 4,217 2,325
;

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

t
Total Charged to Operating

Expenses 84,215 80,755- 73,677 ..

.s
?

Total Charged to Wonoperating income 91 91 91 _ {
s

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

;

f
-1

total $84,306 180,846 573,768
i

us==sesssses assassnes=== ============ g

+
I
F

L

i
I
i

:
!
F

- 4
.

t

- !
<

:

i
f
;
i
!
>
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EIHIBIT INDEK

|

The exhibits designated with an asterisk (*) are filed herewith. The exhibits
not so designated have previously been filed with the SEC in the file indi-
cated in parenthesis following the description of such exhibits and are in-
corporated herein by reference. An exhibit designated with a pound sign (i) ',

is a management contract or compensatory plan or arrangement. '

COMMON EIBIBITS

(The following documents are exhibits to the reports of Centerior Energy.
Cleveland Electric and Toledo Edison.)

Exhibit Number Document

10b(1)(a) CAPCO Administration Agreement dated November 1,1971, as
of September 14, 1967, among the CAPCO Group members re-
garding the organization and procedures for implementing
the objectives of the CAPCO Group (Exhibit 5(p). Amendment ;

No. 1. File No. 2-42230, filed by Cleveland Electric).
.

,

10b(1)(b) Amendment No. 1 dated January 4, 1974, to CAPCO Adminis- |
tration Agreement among the CAPCO Group members (Exhibit '

5(c)(3), File No. 2-68906, filed by Ohio Edison). -(
10b(2) CAPCO Transmission Facilities Agreement dated November 1,

'

1971, as of September 14, 1967, among the CAPCO Group
members regarding the installation, operation and mainte-
nance of transmission facilities to carry out the objec- ,

tives of the CAPCO Group (Exhibit 5(q), Amendment No. 1 j
File No. 2-42230, filed by Cleveland Electric).

10b(3) *CAPCO Basic Operating Agreement as Amended October 1, 1991
among the CAPCO Group members regarding coordinated '

operation of the members' systems.
10b(4) Agreement dated September 1, 1980 for the Termination or

7Construction of Certain Agreements by and among the CAPCO j
Group members (Exhibit 10.25, 1980 Form 10-K, File No. t

1-956, filed by Duquesne).
10b(5) Construction Agreement, ~ dated July 22, 1974, among the

CAPCO Group members and relating to the Perry Nuclear |
Plant (Exhibit 5(yy), File No. 2-52251, filed by -Toledo t

Edison). I

10b(6) Contract, dated as of December 5, 1975, among the CAPCO
Group members for the construction of Beaver Valley Unit !
No. 2 (Exhibit 5(g), File No. 2-52996, filed by Cleveland j

Electric). !
10b(7) Amendment No. 1 dated May 1, 1977, to Contract, dated as ;

of December 5,1975, among the CAPCO Oroup members for the i

construction of Beaver Valley Unit No. 2 (Exhibit 5(d)(4),
File No. 2-60109, filed by Ohio Edison).

,

t

i
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Exhibit Number Document |
r

10d(1)(a) Form of Collateral Trust Indenture among CTC Beaver Valley
Funding Corporation, Cleveland Electric, Toledo Edison and

,

Irving Trust Company, as Trustee (Exhibit 4(a), File No. ;

33-18755, filed by Cleveland Electric and Toledo Edison). !

10d(1)(b) Form of Supplemental Indenture to Collateral Trust In- !
denture constituting Exhibit 10d(l)(a) above, including !
form of Secured Lease Obligation Bond (Exhibit 4(b), File |
No. 33-18755, filed by Cleveland Electric and Toledo |

Edison). [
10d(1)(c) Form of Collateral Trust Indenture among Beaver Valley II .,

Funding Corporation, The Cleveland Electric Illuminating
'

Company and The Toledo Edison Company and The Bank of New
York, as Trustee (Exhibit (4)(a), File No. 33-46665, filed

.

!

by Cleveland Electric and Toledo Edison). !
10d(1)(d) Form of Supplemental Indenture to Collateral Trust ;

Indenture constituting Exhibit 10d(1)(c) . above, including !'form of Secured Lease Obligation Bond (Exhibit (4)(b),
File No. 33-46665, filed by Cleveland Electric and Toledo f

Edison). !
10d(2)(a) Form of Collateral Trust Indenture among CTC Mansfield

Funding Corporation, Cleveland Electric Toledo Edison and
,

IBJ Schroder Bank & Trust Company, as Trustee (Exhibit i

4(a), File No. 33-20128, filed by Cleveland Electric and
Toledo Edison). .

10d(2)(b) Form of Supplemental Indenture to Collateral Trust In-
'

denture constituting Exhibit 10d(2)(a-), above, including )
forms of Secured Lease Obligation, Bonds (Exhibit 4(b),
File No. 33-20128, filed by Cleveland Electric and Toledo
Edison).

10d(3)(a) Form of Facility Lease dated as of September 15, 1987 be-,

tween The First National Bank of Boston, as Owner Trustee
under a Trust Agreement dated as of September 15, 1987

,
,

with the limited partnership Owner Participant named !
therein, Lessor, and Cleveland Electric and Toledo Edison. -

.

Lessees (Exhibit 4(c). File No. 33-18755, filed by |
Cleveland Electric and Toledo Edison). *

10d(3)(b) Form of Amendment No. I to . Facility Lease constituting. ,

Exhibit 10d(3)(a) above (Exhibit 4(e), File No. 33-18755, j

filed by Cleveland Electric and Toledo Edison). !

10d(4)(a) Fons of Facility Lease dated as of September 15, 1987 be- -{
tween The First National Bank of Boston, as Owner Trustee ;

under a Trust Agreement dated as of September 15, 1987 .|
vith. the corporate Owner Participant named' therein, .i
Lessor. and Cleveland Electric and Toledo Edison, Lessees
(Exhibit 4(d), File - No. 33-18755, filed by Cleveland
Electric and Toledo Edison). .

.;

10d(4)(b) Form of Amendment' No. I to Facility Lease constituting- .. {
Exhibit 10d(4)(a) above (Exhibit 4(f). File No. 33-18755, !

filed by Cleveland Electric and Toledo Edison). |
t
i

v

f
,
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Exhibit Number Document

10d(5)(a) Form of Facility Lease dated as of September 30, 1987 be-
tween Meridian Trust Company, as Owner Trustee under a
Trust Agreement dated as of September 30, 1987 with the
Owner Participant named therein. Lessor, and Cleveland
Electric and Toledo Edison, Lessees (Exhibit 4(c). File
No. 33-20128, filed by Cleveland Electric and Toledo
Edison).

10d(5)(b) Form of Amendment No. 1 to the Facility Lease constituting
'Extibit 10d(5)(a) above (Exhibit 4(f), File No. 33-20128,

filed by Cleveland Electric and Toledo Edison). .

10d(6)(a) Form of Participation Agreement dated as of September 15, !

1987 among the limited partnership Owner Participant named
,

therein, the Original Loan Participants listed in Schedule :

1 thereto, as original Loan Participants, CTC Beaver
Valley Funding Corporation, as Funding Corporation. The
first National Bank of Boston, as Owner Trustee. Irving !

Trust Company, as Indenture Trustee, and Cleveland
Electric and Toledo Edison, as Lessees (Exhibit 28(a),
File No. 33-18755, filed by Cleveland Electric and Toledo
Edison).

10d(6)(b) Fonn of Amendment No. I to Participation Agreement consti-
tuting Exhibit 10d(6)(a) above (Exhibit 28(c), ' File No.
33-18755, filed by Cleveland Electric and Toledo Edison).

10d(7)(a) Form of Participation Agreement dated as of September 15,

1987 among the corporate Owner Participant named therein,
the Original Loan Participants listed .in Schedule 1
thereto, as Original Loan Participants, CTC Beaver Valley
Funding Corporation, as Funding Corporatfon. The First
National Bank of Boston, as Owner Trustee, Irving Trust
Company, as Indenture Trustee, and Cleveland Electric and
Toledo Edison, as Lessees (Exhibit 28(b), File No.
33-18755, filed by Cleveland Electric and Toledo Edison).

10d(7)(b) Form of Amendment No. I to Participation Agreement consti-
tuting Exhibit 10d(7)(a) above (Exhibit 28(d), File No.
33-18755, filed by Cleveland Electric and Toledo Edison).

10d(8)(a) Form of Participation Agreement dated as of' September 30,
1987 among the Owner Participant named therein, the Origi-
nal Loan Participants listed in Schedule Il thereto, as
Original Loan Participants. CTC Mansfield Funding Corpora-
tion, Meridian Trust Company, as- Owner Trustee, IBJ
Schroder Bank & Trust Company, as Indenture Trustee, and
Cleveland Electric and Toledo-Edison, as Lessees (Exhibit
28(a), File No. 33-20128 filed by Cleveland Electric and
Toledo Edison).

10d(8)(b) Form of Amendment No. I to the Participation Agreement
constituting Exhibit 10d(8)(a) above (Exhibit 28(b). File
No. 33-20128, filed by Cleveland Electric 'and Toledo
Edison).

E-3
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Exhibit Number Document ,

10d(9) Form of Ground Lease dated as of September 15, 1987 be- t

tween Toledo Edison, Ground Lessor, and The First National
Bank of Boston, as Owner Trustee under a Trust Agreement ,

dated as of September 15, 1987 with the Owner Participant ,

named therein, Tenant (Exhibit 28(e), File No. 33-18755, t

filed by Cleveland Electric and Toledo Edison).
10d(10) Form of Site Lease dated as of September 30, 1987 between

Toledo Edison, Lessor, and Meridian Trust Company, as :
Owner Trustee under a Trust Agreement dated as of |
September 30, 1987 with the Owner Participant named j
therein Tenant (Exhibit 28(c). File No. 33-20128, filed
by Cleveland Electric and Toledo Edison). !

10d(11) Form of Site Lease dated as of September 30, 1987 between '

Cleveland Electric, Lessor, and Meridian Trust Company, as
,

Owner Trustee under a Trust Agreement dated as of
September 30, 1987' with the Owner Participant named !

therein, Tenant (Exhibit 28(d), File No. 33-20128, filed
by Cleveland Electric and Toledo Edison). I

10d(12) Form of Amendment No. 1 to the Site Leases constituting ;

Exhibits 10d(10) and 10d(11) above (Exhibit 4(f), File No.
~

33-20128, filed by Cleveland Electric and Toledo Edison).
10d(13) Form of Assignment. Assumption and Further Agreement dated

as of September 15, 1987 among The First National Bank of i
Boston, as Owner Trustee under a Trust Agreement dated as

,

of September 15, 1987 with the Owner Participant named f

therein, Cleveland Electric, Duquesne, Ohio Edison,
Pennsylvania. Power and Toledo Edison (Exhibit 28(f), File
No. 33-18755, filed by Cleveland Electric and Toledo ;
Edison). i

10d(14) Form of Additional Support Agreement dated as of }
September 15, 1987 between The First National Bank of
Boston, as Owner Trustee under a Trust Agreement dated as
of September 15, 1987 with the Owner Participant named !

therein, and Toledo Edison (Exhibit 28(g), File No. !

33-18755, filed by Cleveland Electric and Toledo Edison). '

10d(15) Form of Support Agreement dated as of September 30, 1987 ,

| between Meridian Trust Company, as owner Trustee under a
Trust Agreement dated as of September 30, 1987 with the
Owner Participant named there, Toledo Edison, Cleveland
Electric, Duquesne, Chio Edison and Pennsylvania Power- .

(Exhibit 28(e), File No. 33-20128, filed by Cleveland !

Electric and Toledo Edison). |
10d(16) Form of Indenture, Bill of Sale. Instrument of Transfer ;

and Severance Agreement dated as of September 30, 1987 -

between Toledo Edison, Seller, and The First National Bank -

of Boston, as Owner Trustee under a Trust Agreement dated ;

as of September,(Exhibit
15, 1987 with the Owner Participant named ;

therein, Buyer 28(h), File No. 33-18755, filed by
Cleveland Electric and Toledo Edison).

i

!
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Exhibit Number Document |

10d(17) Form of Bill of Sale, Instrument of Transfer and Severance
Agreement dated as of September 30, 1987 between Toledo
Edison, Seller, and Meridian Trust Company, as Owner
Trustee under a Trust Agreement dated as of September 30, |
1987 with the Owner Participant named therein, Buyer ,

(Exhibit 28(f), File No. 33-20128, filed by Cleveland i

Electric and Toledo Edison). 1

10d(18) Form of Bill of Sale, Instrument of Transfer and Severance r

Agreement dated as of September 30, 1987 between Cleveland |
Electric, Seller, and Meridian Trust Company, as Owner |

Trustee under a Trust Agreement dated as of September 30, i

1987 with the Owner Participant named therein. Buyer
,

(Exhibit 28(g), . File No. 33-20128, filed by Cleveland
Electric and Toledo Edison).

10d(19) Forms of Refinancing Agreement, including exhibits
thereto, among the Owner Participant named therein, as |
Owner Participant, CTC Beaver Valley Funding Corporation, !
as Funding . Corporation, Beaver Valley II Funding !
Corporation -as New Funding Corporation. The Bank of New
York, as Indenture Trustee, The Bank of New York, as :
Collateral Trust Trustee. The Bank of New York, as New
Collateral Trust Trustee, and The Cleveland Electric ,

Illuminating Company and The Toledo Edison Company, as [
Lessees (Exhibit (28)(e)(i), File No. 33-46665, filed by

. I

'

Cleveland Electric and Toledo Edison).

18(a) Letter regarding change in accounting principles (Exhibit' !
18. June 30, 1991 Form 10-Q, File Nos. 1-9130, 1-2323 and !

1-3583).
,

,

28(a) Financial Statements of the Centerior Energy Corporation f
Employee Savings Plan for the fiscal year ended - f

December 31, 1992 (to be filed by amendment). i

?
:
i
L

t

I
$
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CENTERIOR ENERGY EXHIBITS

Exhibit Number Document |

3a Amended Articles of' Incorporation of Centerior Energy ef- f
fective April 29, 1986 (Ethibit 4(a), File No. 33-4790). !

t
3b Regulations of Centerior Energy effective April 28, 1987

(Ethibit 3b, 1987 Form 10-K, File No. 1-9130). |

10a * Indemnity Agreements between Centerior and certain of its
current directors and officers.

10e # Employment and Consulting Agreement, dated November 30,-
1989, with P. M. Smart regarding his employment with
Toledo Edison-through August 31,1990 and his providing
consulting services to Centerior and Toledo Edison for the '
period September 1, 1990 through January 31, 1994 (Exhibit ,

10e(2), 1989 Form 10-K, File No. 1-9130). '!

,

22 List of subsidiaries (Exhibit 22, 1986 Form 10-K, File No.
1-9130).

24a * Consent of Independent Accountants.

24b * Consent of Counsel for Centerior Energy. ;
'

I
'

25 * Powers of Attorney and certified resolution of Centerior- ,

Energy's Board of Directors authorizing the signing on-
behalf of Centerior pursuant to a power of attorney.

CLEVELAND ELECTRIC EIBIBITS

Exhibit Number Document j
;
I3a * Amended Articles of Incorporation of Cleveland Electric,

as amended, effective November 16, 1992. |
t

3b Regulations of Cleveland' Electric, dated April 29, 1981, :

as amended effective October 1, 1988 and April 24, 1990 |
(Exhibit 3b, 1990 Form 10-K, File No. 1-2323).

4b(1) Mortgage and Deed of Trust between Cleveland Electric and
Guaranty Trust Company of New York (now Morgan Guaranty
Trust Company of New York), as Trustee, dated July 1, 1940
(Ethibit 7(a), File No. 2-4450).

:
Supplemental Indentures between Cleveland Electric and the i
Trustee, supplemental to Exhibit 4b(1), dated as follows: {

,

9

L

I

!

!

I

i
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Exhibit Number Document |

Ab(2) July 1, 1940 (Exhibit 7(b), File No. 2-4450).
Ab(3) August 18, 1944 (Exhibit 4(c), File No. 2-9887).
4b(4) December 1, 1947 (Exhibit 7(d), File No. 2-7306).

t
4b(5) September 1. 1950.(Exhibit 7(c). File No. 2-8587). ;

Abf6) June 1, 1951 (Exhibit 7(f), File No. 2-8994). !

Ab(7) May 1, 1954 (Exhibi* 4(d), File No. 2-10830), l

4b(8) March 1, 1958 (Exhibit 2(a)(4), File No. 2-13839). i

4b(9) April 1, 1959 (Exhibit 2(a)(4), File No. .2-14753). !
'

Ab(10) December 20, 1967 (Exhibit 2(a)(4). File No. 2-30759).

4b(11) January 15, 1969 (Exhibit 2(a)(5), File No.' 2-30759).
4b(12) November 1, 1969 (Exhibit 2(a)(4). File No. 2-35008).. ,

4b(13) June 1,-1970 (Exhibit 2(a)(4). File No. 2-37235). I

4b(14) November 15, 1970 (Exhibit 2(a)(4), File No. 2-38460). |
4b(15) May 1, 1974 (Exhibit 2(a)(4), File No. 2-50537).
Ab(16) April 15, 1975 (Exhibit 2(a)(4), File No. 2-52995).

,

4b(17) April 16, 1975 (Exhibit 2(a)(4), File No. 2-53309).

)ob(18) May 28, 1975.(Exhibit 2(c), June 5, 1975 Form B-A, File
No. 1-2323),

|

4b(19) February 1, 1976 (Exhibit 3(d)(6) 1975 Form 10-K, File I
'

No. 1-2323).
4b(20) November 23, 1976 (Exhibit 2(a)(4), File No. 2-57375). !
4b(21) July'26, 1977 (Exhibit 2(a)(4). File No. 2-59401). ;

4b(22) September 27, 1977 (Exhibit 2(a)(5), File No. 2-67221). ;

4b(23) May 1, 1978 (Exhibit 2(b). June 30, 1978 Form 10-Q, File j

No. 1-2323). ;

4b(24) September 1, 1979 (Exhibit 2(a). September 30, 1979 Form j
10-Q, File No. 1-2323). j

4b(25) April'1, 1980 (Exhibit 4(a)(2), September 30, 1980 Fo rm i
10-Q, File No. 1-2323).

.

i

4b(26) April 15, 1980 (Exhibit 4(b), September -30, 1980 Form .i
10-Q, File No. 1-2323). |

Ab(27) May 28- 1980 (Exhibit 2(a)(4), Amendment No.1. File No. '*
,

2-67221). I

4b(28) June 9, 1980 (Exhibit'4(d). September 30, 1980 Form 10-Q, j
File No. 1-2323). ~

- 4b(29) ' December 1, 1980.(Exhibit.4(b)(29), 1980 Form 10-K, File ;

No. 1-2323)'. t

4b(30) . July 28, 1981 (Exhibit 4(a). Septemberi 30, 1981 Form -|
10-Q, File No. 1-2323).

.

. !
.4b(31) August 1,11981- (Exhibit 4(b), September 30 1981 Form 'i

10-Q, File No. 1-2323). {
4b(32) March 1, 1982 (Exhibit 4(b)(3),~ Amendment No.'1, File .No. _{

2-76029). >t

.4b(33)' July 15,'1982 (Exhibit 4(a), September 30, 1982 Form 10-Q.
File No. 1-2323).

Ab(34) September 1, 1982 (Exhibit 4(a)tl), September- 30, 1982
Form 10-Q, File No. 1-2323 ) .

4b(35) November 1, 1982-(Exhibit 4(a)(2), September 30, 1982 Form-
10-Q, File No. 1-2323).

-4b(36) November 15' 1982 (Exhibit 4(b)(36). 1982 Form 10-K, File-, ,

No. 1-2323).

!
'I
~
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Exhibit Number Document

4b(37) May 24, 1983 (Exhibit 4(a), June 30, 1983 Form 10-Q. File
No. 1-2323). -

4b(38) May 1, 1984 (Exhibit 4 June 30, 1984 Form 10-Q, File No. ;

1-2323). !

Ab(39) May 23, 1984 (Exhibit 4, May 22, 1984 Form 8-K, File No. f
1-2323). i

Ab(40) June 27, 1984 (Exhibit 4 June 11, 1984 Form 8-K, File No. i

1-2323). >

4b(41) September 4, 1984 (Exhibit 4b(41), _ 1984 Form 10-K, File i
No. 1-2323). !

4b(42) November 14, 1984 (Exhibit 4b(42), 1984 Form 10-K. File i

No. 1-2323).
,

4b(43) November 15, 1984 (Exhibit Ab(43), 1984 Form 10-K,- File 4

No. 1-2323).
Ab(44) April 15, 1985 (Exhibit 4(a), May 8, 1985 Form 8-K, File

No. 1-2323). ,

4b(45) May 28, 1985 (Exhibit 4(b), May 8, 1985 Form 8-K, File No.
1-2323). '

Ab(46) August 1, 1985 (Exhibit 4 September 30, 1985 Form 10-Q,
File No. 1-2323). ;

4b(47) September 1, 1985 (Exhibit 4 September 30, 1985 Form 8-K, '

File No. 1-2323). ,

Ab(48) November 1, 1985 (Exhibit 4 January 31, 1986 Fonm. 8-K. '

File No. 1-2323).
4b(49) April 15, 1986 (Exhibit 4 March 31, 1986 Form 10-Q, File ,

No. 1-2323). ;

4b(50) May 14, 1986 (Exhibit 4(a), June 30, 1986 Form 10-Q, File '!
No. 1-2323). *

4b(51) May 15, 1986 (Exhibit 4(b), June 30,1986 Form 10-Q,- File >

No. 1-2323).
Ab(52) February 25, 1987 (Exhibit 4b(52), 1986 Form 10-K, File

No. 1-2323).
4b(53) October 15, 1987 (Exhibit 4, September 30, 1987 Form 10-Q,

File No. 1-2323). >

.

Ab(54) February 24, 1988 (Exhibit 4b(54), 1987 Form 10-K, File ,

No. 1-2323). '

Ab(55) September 15, 1988 (Exhibit 4b(55), 1988 Form 10-K, File
No. 1-2323) .

4b(56) May 15, 1989 (Exhibit 4(a)(2)(1), File No. 33-32724). ,

'Ab(57) June 13, 1989 (Exhibit 4(a)(2)(ii), File No. 33-32724).
I4b(58) October 15, 1989 (Exhibit 4(a)(2)(iii). File No.

33-32724).
4b(59) January 1, 1990 (Exhibit 4b(59), 1989 Form 10-K, File No. |

1-2323).
4b(60) June 1, 1990 (Exhibit 4(a), September 30, 1990 Form 10-Q,

File No. 1-2323).
Ab(61) August 1, 1990 (Exhibit 4(b), September 30. 1990 Form

10-Q, File No. 1-2323).
,

4b(62) May 1, 1991 (Exhibit 4(a), June 30, 1991 Form 10-Q, File j
No. 1-2323) . ,

i
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Exhibit Number Document

4b(63) May 1 1992 (Exhibit 4(a)(3), File No. 33-48845).
4b(64) July 31, 1992 (Exhibit 4(a)(3), File No. 33-57292).
Ab(65) * January 1 1993.
4b(66) * February 1, 1993.

10a Indemnity Agreements between Cleveland Electric and cer-
tain of its current directors (Exhibit 10a. 1988 Form
10-K File No. 1-2323).

10a(1) #1978 Key Employee Stock Option Plan (Exhibit 1 File No.
2-61712).

22 List of subsidiaries (Exhibit 22. 1991 Form 10-E, File No.
1-2323).

24a * Consent of Independent Accountants.

24b * Consent of Counsel for Cleveland Electric.

25 Powers of Attorney and certified resolution of Cleveland
Electric's Board of Directors authorizing the signing on
behalf of Cleveland Electric pursuant to a power of
attorney (Exhibit 25, File No. 33-48057).

TOLEDO EDISON EIBIBITS

Exhibit Number Document

3a * Amended Articles of Incorporation of Toledo Edison, as
amended effective October 2, 1992.

3b Code of Regulations of Toledo Edison dated January 28,

1987, as amended effective July 1 and October 1, 1988 and
April 24, 1990 (Exhibit 3b. 1990 Form 10-K, File No.
1-3583).

4b(1) Indenture, dated as_of April 1, 1947, between the Company
and The Chase National Bank of the City of New York (now
The Chase Manhattan Bank (National Association)) (Exhibit
2(b), File No. 2-26908).

Supplemental Indentures between Toledo Edison and the
Trustee, Supplemental to Exhibit 4b(1), dated as follows:

Ab(2) September 1, 1948 (Exhibit 2(d), File No. 2-26908).
4b(3) April 1, 1949 (Exhibit 2(e), File No. 2-26908).
Ab(4) December 1, 1950 (Exhibit 2(f), File No. 2-26908).
Ab(5) March 1. 1954 (Exhibit 2(g), File No. 2-26908).
Abt6) February 1, 1956 (Exhibit 2(h). File No. 2-26908).
4b(7) May 1, 1958 (Exhibit 5(g). File No. 2-59794).
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4b(8) August 1, 1967 (Exhibit 2(c). File No. 2-26908). :

Ab(9) November 1, 1970 (Exhibit 2(c), File No. 2-38569). ;

4b(10) August 1, 1972 (Exhibit 2(c), File No. 2-44873).
|4b(11) November 1, 1973 (Exhibit 2(c).. File No. 2-49428). i

4b(12) July 1, 1974 (Exhibit 2(c). File No. 2-51429). i
4b(13) October 1, 1975 (Exhibit 2(c), File No. 2-54627). i
4b(14) June 1, 1976 (Exhibit 2(c), File No.- 2-56396).
4b(15) October 1, 1978 (Exhibit 2(c),-File No. 2-62568). ,

4b(16) September 1, 1979 (Exhibit 2(c). File No. 2-65350). '[
| 4b(17) September 1,1980 (Exhibit 4(s), File No. 2-69190). !

4b(18) October 1, 1980 (Exhibit 4(c), File No. 2-69190). ;

4b(19) April 1, 1981 (Exhibit 4(c), File No. 2-71580). I

4b(20) November 1. 1981 (Exhibit 4(c), File No. 2-74485). I

4b(21) June 1, 1982 (Exhibit 4(c), File No. 2-77763). I

4b(22) September 1 1982 (Exhibit 4(x), File No. 2-87323). j
4b(23) April 1, 1983 (Exhibit 4(c), March 31, 1983 Form 10-Q, '

File No. 1-3583).,_ :

|- 4b(24) December 1,1983 (Exhibit 4(x), 1983 Form 10-K, File No. }1-3583).
[4b(25) April 1, 1984 (Exhibit 4(c), File No.- 2-90059). r

4b(26) October 15, 1984 (Exhibit 4(x), ~ 1984 Form 10-K, File No. |
1-3583). |4b(27) October 15, 1984 (Exhibit 4(aa), 1984 Form 10-K, File No. j
1-3583). !

4b(28) August 1, 1985 (Exhibit 4(dd). File No. 33_-1689). i
4b(29) August 1, 1985 (Exhibit 4(ee), File No.. 33-1689),- |
Ab(30) December 1, 1985 (Exhibit 4(c). File No. 33-1689). -[
4b(31) March 1, 1986 (Exhibit 4b(31), 1986 Form 10-K, File No. !

1-3583). .|
4b(32) October 15, 1987 (Exhibit 4, September 30, 1987 Form 10-Q, t

File No. 1-3583). 'I
4b(33) September 15, 1988 (Exhibit 4b(33), 1988 Form 10-K, File !

No. 1-3583).
_ J[4b(34) June 15, 1989 (Exhibit '4b(34). 1989 Form 10-K, File No.

1-3583). ;

4b(35) October 15, 1989 (Exhibit 4b(35), 1989 Form 10-K, File No. ;{
1-3583). ;

4b(36) May 15, 1990 (Exhibit 4 June 30, 1990 Form 10-Q, File No. -|
1-3583). . . ;

4b(37) March 1, 1991 (Exhibit 4(b), June 30, 1991 Form 10-Q, File ;j
No. 1-3583). -!

Ab(38) May 1, 1992 (Exhibit 4(a)(3), File No. 33-48844). [
Ab(39) * August 1, 1992. I

Ab(40) * October 1, 1992. '(
4b(41)- * January 1,-1993.

|
10a Indemnity Agreements between Toledo Edison and certain of- .)

its current. directors (Exhibit loa, 1988 Form 10-K, File i
No. 1-3583). J

'
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Exhibit Number Document

24a * Consent of Independent Accountants.

24b * Consent of Counsel for Toledo Edison.

25 Powers of Attorney and certified resolution of Toledo
Edison's Board of Directors authorizing the signing on
behalf of Toledo Edison pursuant to a power of attorney
(Exhibit 25, File No. 33-48228).

Pursuant to Paragraph (b)(4)(iii)(A) of Item 601 of Regulation S-K, the Regis-
trants have not filed as an exhibit to this Form 10-K any instrument with
respect to long-term debt if the total amount of-securities authorized there-
under does not exceed 10% of the total assets of the applicable Registrant and-
its subsidiaries on a consolidated. basis, but each hereby agrees to- furnish to
the Securities and Exchange Commission on request any such instruments.

Pursuant to Rule 14a-3(b)(10) under the Securities Exchange Act of 1934,
copies of exhibits filed by the Registrants with this Form 10-K will be fur-
nished by the Registrants to share owners upon written request and upon re-
ceipt in advance of the. aggregate fee for preparation of such exhibits at a
rate of S.25 per page, plus any postage or shipping expenses which would be
incurred by the Registrants.
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