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Financial Summary

Earnings Per Share of Common Stock

: Dividends Declared Per Share of Common Stock
Book Value Per Share of Common Stock at Year End
Closing Common Stock Price at Year End
Common Stock Share Owners at Year End

Common Stock Shares Outstanding at Year End (mllions)

Operaung Revenues (millions)
Operating Expenses (mallions)
Net Income { milhons)

Return on Average Common Stock Equity

Kilowatt-hour Sales (Millions of Kilowatt-hours)
Residennal
Commercial
Industrial
Wholesale
Other
Total

Employees at Year End

QUARTERLY RANGE OF COMMON STOCK PRICES

1962 H'ﬁb’ Low
, 1st Quarter $20 $17%
i 2nd Quarter 18% 16%

3rd Quarter 17% 15%

4th Quarter 20 17%

1992 198) % Change

§ 1.50 $ 1.71 (12)

$ 160 $ 160 it
$ 2022 $ 2037 (1

§ 19% $ 19% 0
171,255 177,560 (%)

i43 180 2
§ 2438 § 2560 {5)
§ 1.90] $ 1981 (4)
§ 212 $ 237 (11)

74% B 4% -
6,666 6,981 (5)
7,086 7,176 (1)

11,551 11,558 0

2814 2600 5
1.011 1,048 {4)
29,128 20454 H
2,376 8.592 {3)

199) High Low
st Quarter $19% $16%
2nd Quarter 197% 16%
3rd Quarter 18% 15

4th Quarter 19% 17%
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Dear Share Owner:
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Cleveland's public power system.
Further, we have been required 10
provide open transmission access
to all municipal svstems in our
service area since 1979 as a
condition of the licenses we were
granted o eperate our nuclear
generanng units

We have compered successfully in
the past and intend to do 5o in the
future But the challenge to us 1s
greater today. The cost of the magor
construction we compieted in the
1980s considerably raised our
kilowatt- hour prices. Our prices
have simce leveled off. but they

are still above the regional and
national averages.

We are delaving further rare
meTeases 1o become more competi-
tive while helping our customers
recover from the recession. At

the same time, we are committed
o maintaining and wltimately
enhancing the value of your
investment in Centerior This has
become more challenging because
of the earnings erosion that results
from holding our kilowatt-hour
prices sieady agamst inflation
That 1s why our Rate Stabilization
Program was such an importanc
achievernem for us.

The Program was approved by
The Public Unlities Commission
of Ohio in October 1992 Details
are explained later in this Report,
in summary, we agreed to keep
down electric rates for customers
of Cleveland Electric and Toledo

Edison. In return, the Program
allows us regulatory accounting
measures that reschedule the
timing of rate recovery of certain
costs and the amortization of
certain benefus. This will prevent
what otherwise would be an
erosion of earnings during the
1992-1995 period

Qur Board of Directors maintained
the common stocicdividend at $1 60
per share i 1992 even though
unusaally moderate weather and

a sluggish economy resulted in
earnings of only $1 50 per share
This compares 10 $1 .71 per share
for 1991, when earnings benefited
from the hottest summet in more
than six decades

As we have previously reported,
we expect 1o comtinue the current
dividend even o it exceeds our
carnings for the short term. For the
long term, we mtend to increase
earnings per share by continued
cost-reduction and revenue-
enhancing initiatives. Should our
efforts not result in a positive long-
term earnings outlook, or if we en-
counter unforeseen circumstances,
naturally the Board would have to
reconsider our dividend policy.

But we are optimistic. Qur vision
1s 1o be the utility of choice ~the
choice of bath customers and
investors. Our progress is discussed
in the following text, crganized
according to our long-term
ohjectives.

* Financial Strategies: To further
strengthen our financial position
by controlling operating costs,
keeping down caputal expenditures
and increasing income through
ofi-system sales

* Marketing Strategies: To expand
our partnerships with customers
to help them improve energy
efficiency and hold down their
costs while we aggressively pursue
new markets for electricity sales.

¢ Operating Strategies: To continu-
ously improve our operations to
achieve the most profitable use of
our facilities while acting as respon-
sible stewards of the environment.

As we work to maintan good
service without increasing electric
rates, we will be severely chailenged
to achieve the cost reductions and
revenue increases necessary for
carnings growth However, we have
great confidence in our strong
management team and the alented
and caring employees who each
day demonstrate anew our concern
for customers Together, we are
determined to reward your trust in
Centerior Energy

Sincerely,

Robert . Farling
Chairman, President &
Chiel Executive Offices

February 16,1903
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¢ Workforce reductions: We
reduced our worklorce by about
200 employees and 200 contractors
in 1992, a 1otal reduction of about
1,500, or 14%, since 1980 We

plan to continue reducing cut
empioyment, now at about 8,370,
1o achieve the level that best allows
s to maintain quality service 1o
customers while minimizing costs

* Revenue enhancements: We are
aggressively pursuing off-system
sales, particularly with utilities on
the East Coast. in 1992, revenues
irom such sales exceeded related
fuel cosis by $32 million. That
nearly equaled the record $33
million realized m 1991 when
demand was considerably greater

We are ideally located as one of the
Midwest's two main transfer points
to the East. We can compete effec-
tively in the very compentive
wholesale energy marker Late in
1902 for example. General Pablic
Utilities contracted with us for
200-300 megawans for 1993
enough elecrricity 10 serve the
typical needs of up 10 400,000
residental customers

* Refinancing: Talang advaniape
of lavorable interest rates. we
refinanced some $930 milhon

of secarities in 1992 for an annual
savings of about $14 million in
interest and preferred dividend
cosis. This is i addition to the $9
milhon of annusl savings achieved
through refinancings m 199)

Aleo in 1992, we refinanced debt
associared with our lease of Uit 2
of the Beaver Valley Nuclear Power
Station. This reduced our annual
rent expense by about $8 mitlon
We now have completed the major

OF INVENTION

It is said that necessity is the
mother of invention. OQur employ-
ees are proving that maxim as
they work to reduce costs and add
vaiue 10 our customer service.

Until tast year, for example, it took
# team of four workers up 1o two
weeks to remove blockages in
the pipes, or subways, that carry
underground cables. Each job
required us to obtain digging
permits, break through pavement
with jackhammers and dig down
some 10 feet just to reach the
troubie spot.

Last year, field personne! came up
with the idea of mounting e com-
bination water-jet and vacuum
device on a truck to power-wash
blockages from underground
subways. As a result, today many
biockages can be cleared by two
people in just a few hours, for @
savings of up to 58,000 per job, or
£60.000-880,000 a year.

Just gs field personnel exercise
ingenuity, sc do the dozen me-
chanics in our Transformer Bepair
and Fabricating Shop. They de-
vise ways 10 repair and put back
in service used transformers and
cther equipment. To extend the
service life of aged electrical
facilities, they often fabricate
parts that otherwise would be very
costly or unobtainable.

“Employees throughout the or-
ganization recaognize the im-
portance of cutting costs.’ says
Shop Supervisor Pat Rode. “The
more experience we gain here at
the shop, the more proficient we
are in this work and the more we
cen salvage’

The reciamation of transformers
and other equipmernt at the shop
sevet an estimated §7 million a
year. Ingenuity has its rewardn,

portion of our planned refinancings.
although additional opportunities
will be pursued as redemption
provisions and interest rates permit,

* Unit retivements: In 1992 we
retired six fossil-fueled generating
units. The units were old and in-
frequently used Their retirement
saves nearly $5 million in annual
operating expenses, primarily
property taxes. We also will not
spend about $65 million budgeted
over the next ten years to upgrade
those units and comply with
environmental regulauons. We

are considering other retirements
with potentially greater savings
We also are studying the feasibility
of “recycling” retired turbines and
generators for use as wholesale
independent power producers

* Decreased capital budgers: By
delerring and re-engineering
capital projects. we have reduced
our 10-year capial budget from
nearly $5.7 billion in 198910 §3 2
billion today. That's 2 44% reduction

OUTLOOK FOR RETAIL SALES

Consensus econemic forecasts
indicate a 2-3% annual increase in
Gross Domestic Product {or the
next several years. If the economy
improves, we expect industrial sales
in 1993 1o show a 2 2% increase 1
we return 1c more normal weather
patterns in 1993, we expect
residenual sales 1o rebound 31%
Commercial sales, our fastest
growing segment, are expected 1o
increase 36% in 1993 inoal, we
expect 1993 retall sales to increase
16% over 1992 After 1993, we
expect a |- 2% annual increase in
retail sales
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~ THE TOTAL QUALITY APPROACH
: In 1990, we made a commitment
1 to the Total Quality process to
help employees follow the path
of continuous improvement.
of Cleveland Electric industrial
sales are under sole-supphier A halimark of Total Quality is the
contracts which typicaily are for team approach. in one project
five years These contracts involving materials manage-
provide customers economic ment, seven teams of employees
mcentives 1o remain with us from the Customer Operations
Sector met last year to help stan-
in the City of Toledo, where dardize specifications between
municipalization has been under Cleveiand Electric and Toledo
study for several years, & ciuzens' Edison for poles. conductors,
commitiee recommended in vehicles, meters, transformers
1992 that the City negotiate with S ather Hems.
Toledo Edison before moving :
toward the ¢ ruuin of its oxfn RISEUSNRIMRA RAREIDE Mase
' , opportunities for volume buying
electric system. Negotiations are from vendors, resulting in .ower
i unit costs. It aiso reduces the vari-
We aiready have reduced our oty of Hown e st malntein in
: our inventory. One team, for ex-
rates in Toledo to the extent ie, standardized utility pole
pracucable However, we are specifications. That, slone, is
offering the City and its residents yielding $100,000 in annual
a five-year, multi-million-dollar savings.
package of energy -efficiency
programs, economic devel- Additionally, the teams looked
opment intnanves and other et ways to reduce costs through
community benefits. Our most improved work practices and
recent price projections indicate better relations with suppliers.
conunued service from Toledo
Edison will be more economical Whils Seammwork is & halimark of
for our customers over the long ST g
term than mumicipal service RS O AN SmPIe
of employees submitied ideas
' In the City of Cleveland, 10 our suggestion program last
| Cleveland Public Power con- year producing some $3 million
i Hnues ity EXPANSION Program 0 SAN M.
| it now serves about 55,.0\1\1 Wadking i tansia aran i ewn,
| costamers, or 25% of all electric Centerior people are employing
f customers i the City We con- Total Quality concepts to reduce
. tinue to secure long-1erm con- costs.
, tracts with key commercial and
| mdustrial customers in the City
In addition, we have launched
energy efficiency programs w
help our mdustrial and com-
mercial customers in Cleveland
; lower thewr energy bills
f‘
Bl RS -

To date, customer and revenue
losses have not been severe, but
we could lose up 1o 35000 more
Cleveland customers, mostly
residential, by 1997 Eventually,
this could mican an accompanying
loss of wp 1w $40 miilion in
annual revenues, about 1.5% of
Centenor's current annual
revenues. However, we expect
that our rate stabilization efforts
and superior Customer service
will considerably dimmish the
allure of municipalization. over
the long term

Anather community, the City of
Brook Park, continues 1o study
the municipalization issue One
of our largest industrial cus-
womers s located there We are
negotiating with both of them 1o
seek resolution of the 1ssue,

QUALITY CUSTOMER SERVICE

As part of the Rare Stabilization
Program, we agreed to maintain
high quality electric service to
customers. This, of course, 15
consistent with our traditional
commitment 10 Customers
Without them, we wouldn't be in
business

We work in many ways to
respond to custGmer interests
and needs. Our monthly Electric
Cennections newslerter, for
example, provides information 1o
customers showing them how to
use energy wisely and 1o reduce
their bills
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Pre-Tax Contribution
To Earnings From
Otf-System Sales
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increase associated with these
expenditares would be about 1-2%
in the law 19905 and another in-
crease aftey the vear 2000 for an
aggregate total of only 3-6% Many
coal-based utilities in our region
face more substantial cost increases

Qur three nuclear generating units
not only ave frec of sulfur dioxide
emissinns, they also keep the air
free of the carbon dioxade, a
‘greenhouse” gas, that would resuli
trom the same amount of elecincity
being produced from coal

We estimate that our nuclear
generation has prevented 70 million
tems of carbon dioxide emissions
over the past 10 years and will
prevent an addinonal 200- 300
million tons over the next 20 years

We have an environmental
initative under way with 1TV Sieel
and Air Products Inc., two of our
biggest customers. Together we
are secking funding from the U5
Department of Energy 10 evaluate a
new technology, called COREX®
lor making sieel The new process
burns coal directly with iron ore,
eliminaning the use of coke, which
would reduce LTV's pollution
vontrol cosis. The process also
creates combustible process gas
which w« could use 1o penerate
eiectricaty. Our ather parmer. Air
Products, would use some of the
electricity to make the oxygen
needed by the COREX® process
Completion of this project would
provide ws with about 150 addwionai
megawarts of eleciricity for sale
while helping two important
CUstomers sty competnve

R L L e L e e

TROUBLE-SHOOTERS
N 7 0583 R T PSRBT ANR BT 300

The maintenance of boilers,
turbine-generators and auxiliary
equipment for some 30 fossil-
fueied generating units often
requires the help of contractors
and consultants at considerable
expense.

Through the past dJecade or 80,
we have worked to control the es-
calating costs for these services.
We have deveioped our own
teams of highly quallfied person-
nei, known collectively as the
Technical Support Section.

Teams from this Section provide
day-to-day consultations, analy-
ses and trouble-shooting to
power piant staffs. Here are some
of the team recommendations
that were implemented in 1982:

+ Repairing, on our own, turbine
blades at the Bay Shore Plant
rather than buying replacement
Uiades as recommended by the
original manufacturer. Savings:
$700,000.

* Having a Technicel Support
team, instead of the original
marufacturer, carry out a detatied
inspection of a turbine-generator
at the Ashiabula Plant, Savings:
More than $40,000.

* Repairing and replacing main
boiler teedwater pumps without
outside assistance. Savings: At
least §10.000 for each overhaul.

* Fabricating speclal tools rather

than renting them. Savings:
$20.000 per use.

In-house maintenance and repair
saves money and helps our em-
ployees improve their job skills.

B T T S

Another environmental concern s
the effect of Electric and Magnetic
Fields, known as EME These fields
are associated with elecirical
vohage and current. They are
found anywhere electiicity is used

Studies of porential health hazards
trom EMF have been inconclusive
thus far The issue remains under
study by the eleqtric urility
industry, partcularly EPRI, and
mnternational health organizations
We are monitoring the progress of
these studies and are pleased that
the Energy Act provides increased
funding for research in this area

THE CENTERIOR WORKFORCE

Our sucvesses would have heen
impossible and our goals for the
furure would be unattamable with-
out our owtstanding workforoe of
men and women in power plants,
service venters and offices through-
QUL OUT SETVICE ATea

Their concern for customers is the
reason we are known for quality
glecinc service Their commitinent
to cost reduction has keptus
financially viable Their high level
of velunteerism has won naticnal
recogmition and helps us remain

a visibie and valued presence in
the community

The Centenior Board of Direciors
and afficers are proud of the
Cenwrior Energy team. With their
help, we are confident of ourabality
1o fulfill our corporate responsibility
10 share owners, customers and
the commumties of Northern Ohio,




Management’s Statement of Responsibility

for Financial Statements

The management of Centenior Energy Corporation 1s
responsible for the consolidated financial statements
in this Annual Report. The statements were pre
pared in accordance with generally accepted account
ing principles. Under these principles, some of the
recorded amounts are based on estimates which are
in turn, based on an analysis of the best information
available

We maintain a system of internal accounting control

financial records are sut

designed to assure that the
stantially complete and accurate. The controls also
are designed to help protect the assets and thenr
related records. We structure our control procedures

such that their costs do not exceed their benefits

Our internal audn program momitors the internal
counting controls. This program gives us the oppor
tunity to assess the adeguacy and elfectiveness of
ewisting controls and to identify and institute change
where needed. In addition, an examination of our
financial statements is conducted by Arthur Andersen
& Co., mdependent public accountanis, w hose report

appears beiow

Our Board of Directors 15 responsible for determining
whether management and the independent public
accountants are carrying out thewr responsibilities
The Board is also responsible for making changes in
management or ing rpvndcm ','Ubll. accountants o

needed

Report of Independent Public Accountants

To the Share Owners and Board
of Directors of Centenor Energy

Larporation

We have audited the accompanying consolidated bal
ance sheet and consolidated statement of preferred
stock of Centerior Energy ( orporahon (an Ohio cor
poration) and subsidiaries as of December 31, 1992
and 1991, and the related consolidated statements of
incame, retained earnings and cash flows for each of
the three vears in the period ended December 31
1992, These financial statements are the responsibility
of the Company's management. Our responsibility is
o express an opimon on these financial statements
based on our audits

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reason-
able assurance about whether the financial statements
a=¢ free of material misstatement. An audit includes
examining, on a8 test basis, evidence supporting the
amounts and disclosures in the financial statements
An audit also includes assessing the accounting princ-
ples used and significant estimates made by manage
ment, as well as evaluating the overall financial
statement presentation. We believe that our audits
provide a reasonable basis for our opinion

In our opinion, the financial statements referred to

above present fairly, in all matenal respects, the finan
cial position of Centerior Energy Corporation and

The Board has appointed an Audit Comymittee, com-
prised entirely of outside directors, which met two
times in 1992, The Committee recommends annually
to the Board the firm of independent public account-
ants to be retained for the ensuing yvear and reviews
the audit approach used by the accountants plus the
results of their audits. it also oversees the adequacy
and effectiveness of our internal accounting controls
and ensures that our accounting svstem produces
financial statements which present fairly our hnancial
position

E.H MAUGANS
Executive Vice President and

Chief Fmancial Officer

PAUL G. BUSEY
Contraller and
Chief Accounting Officer

ARTHUR
ANDERSEN
&CO

subsidianies as of December 31, 1992 and 1991, and
he results of their operations and their cash flows for
each of the three years in the period ended December
31, 1992, in conformity with generally accepted ac
counting principles

As discussed further in the Summary of Significant
Accounting Policies, a change was made in the
method of accounting for nuclear plant depreciation
in 1991, retroactive to january 1, 199]

As discussed further in Note 3(c), the future of Perry
Unit 2 is undecided. Construction has been sus-
pended since July 1985 Various options are being
considered, including resuming construction, con
verting the unit to a nonnuclear design, sale of all or
part of the Company’s ownership share, or canceling
the unit. Management can give no assurance when,
if ever, Perry Unit 2 will go in service or whether the
Company’s investment in that unit and a return
thereon will ultimately be recovered

et Coslovaias T Co-

Cleveland, Ohio
February 12, 1993



GENERAL
Centenior Energy Corporation {Centenior Energy j is 2
holding company with two electric utilities as subsid-
iaries, The Cleveland Electric llluminating Company
{Cleveland Electric) and The Toledo Edison Com-
pany {Toledo Edison). The consolidated financial
statements also include the accounts of Centerior En-
ergy’s other wholly owned subsidiary, Centerior Ser-
vice Company {Service Company ), and Cleveland
Electric's wholly owned subsidiaries. The Service
Company provides management, financial, adminis-
trative, engineering, legal and other services at cost to
Centenor Energy, Cleveland Electric and Toledo
Edison. Cleveland Electric and Toledo Edison (Oper-
ating Companies) operate as separate companies,
each serving the customers in its service area. The
preferred stock, first mortgage bonds and other debi
obligations of the Operating Companies continue to
be outstanding securities of the issuing utility. All
significant intercompany items have been eliminated
in conselidation

Centerior Energy and the Operating Companies fol-
low the Uniform System of Accounts prescribed by
the Federal Energy Regulatory Commussion (FERC)
and adopted by The Public Utilities Commission of
Ohio (PUCQ). As rate-regulated utilities, the Operat-
ing Componies are subject to Statement of Financial
Accounting Standards (SFAS) 71 which governs
accounting for the effects of certain types of rate
regulation. The Service Company follows the Uniform
System of Accounts for Mutual Service Companies
prescribed by the Securities and Exchange Commis
sion (SEC) under the Public Utility Holding Com-
pany Act of 1935.

The Operating Companies are members of the Central
Area Power Coordination Group (CAPCO). Other
members include Duguesne Light Company (Du-
quesne ), Ohio Edison Company {Ohic Edison) and
Ohio Edison's wholly owned subsidiary, Penn-
sylvania Power Company (Pennsylvania Power). The
members have constructed and operate generation
and transmission facilities for their use

REVINUES

Customers are billed on a monthly cvcle basis for their
energy consumption based on rate schedules or con-
tracts authorized by the PUCO or on ordinances of
individual municipalities. An accrual ¥ made at the
end of each month to record the estimated amount of
unbilled revenues for kilowatt-hours sold in the cur-
rent month but not billed by the end of that month

A fuel factor s added to the base rates for electric
service, This factor 15 designed to recover from cus-
tomers the costs of fuel and most purchased power It
1 reviewed and adjusted sermaannually in a PUCO

proceeding,.

FUEL EXPENSE

The cost of fossil fuel is charged to fuel expense based
on inventory usage. The cost of nuclear fuel, includ-
ing an interest component, is charged o fuel expense
based on the rate of consumption. Estimated future

Summary of Significant Accounting Policies

nuclear fuel disposal costs are being recovered
through the base rates.

The Operating Compames defer the differences be-
tween actual tuel costs and estimated fuel costs cur
rently being recovered from customers through the
fuel factor. This matches fuel expenses with fuel-
related revenues.

DEFERRED CARRYING CHARGES
AND OPERATING EXPENSES

As discussed in Note 6, the January 1989 PUCO rate
orders {or the Operating Companies included ap-
proved rate phase-in plans for their investments in
Perrv Nuclear Power Plant Unit 1 {Perry Unit 1) and
Beaver Valley Power Station Unit 2 {Beaver Valley
Unit 2). These plans called for the Operating Compa
ries to begin deferring in lanuary 1989 operating
expenses and both interest and equity carrying
charges on deferred rate-based investment. These de-
ferrals, called phase-in deferrals, will be amortized
and recovered bv December 31, 1998, Previously, the
PUCO authonized the Operating Companies to defer
aperating expenses and carrying charges for Perry
Unit 1 and Beaver Valley Unit 2 from their respective
in-service dates in 1987 through December 1988. The
amortization and recovery of these deferrals, called
pre-phase-in deferrals, also began in lanuary 1989 and
will continue over the lives of the related property.

Beginning in January 1992, the Operating Companies
deterred charges for depreciation, property taxes and
interest carrying charges related to plant placed in
service after February 29, 1988 and not vet included
in rate base. The PUCO authorized these deferrals in
October 1992 under a Rate Stabilization Program.
Similar deferrals may be recorded through December
31, 1995. Amortization and recovery of these defer-
rals will occur over the average life of the assets and
will commence with future rate recognition. See Notes
6 and 13. Toledo Edison is also deferring operating
expenses equivalent to an accumulated excess rent
reserve for Beaver Valley Unit 2 over a 39-month
period commencing October 1, 1992. Amortization
and recovery of this deferral will occur over the unit's
remaining lease term beginning in 1996 See Note 6

DEPRECIATION AND AMORTIZATION

The cost of property, plant and equipment is depred-
ated over their estimated useful lives on a straight-
line basis. The annual straight-line depreciation pro-
vision for nonnuclear property expressed as a per-
cent of average depreciable utility plant in service was
3.4% in both 1992 and 1991 and 3.3% in 1990. Effec-
tive lanuary 1, 1991, the Operating Companies, after
obtaining PUCO approval, changed their method of
accounting for nuclear plant depreciation from the
units-of-production method to the straight-line
method at about a 3% rate. This change decreased
1991 depreciation expense $36 million and increased
1991 net income $28 million {(net of $8 million of
income taxes) and earnings per share $.20 from what
they otherwise would have been. The PUCO subse-
quently approved in 1991 a change to lower the 3%



rate to 2.5% retroactive to January 1, 1991, See
Note 13,

The Operating Companies use external funding of
future decommissioning costs for their operating nu-
clear units pursuant to a PUCO order. Cash contri-
butions are made to the trust funds on a straght-line
basis over the remaining licensing period for each
unit, The current Jevel of expense being funded and
recovered from customers over the remaining licens-
ing penods of the umits 18 approximately $8 million
annually. Amounts currently in rates are based on
past estimates of decommussioning costs of $122 mil-
hion in 1986 dollars for the Davis-Besse Nuclear Power
Station {Davis-Besse) and $72 miilion and $63 mil-
lien in 1987 dollars for Perry Unit 1 and Beaver Valley
Unit 2, respectively. Actual decommissioning costs
are expected to significantly exceed these estimates.
We expect to complete our assessment of these esti-
mates in 1993 to update the decommissioning cos!
amounts and to continue to satisfy the external fund-
ing requirements. It is expected that increases in the
cost estimates will be recoverable in future rates

The present funding requirements for Beaver Valley
Unit 2 also satisfy a similar commitment made as
part of the sale and leaseback transaction discussed in
Note 2. In the Balance Sheet at December 31, 1992,
Accumulated Depreciation and Amortization in-
cluded $58 million for the cumulative total of decom-
missioning costs previously expensed and the
earnings on the external funding, This amount ex-
ceeds the Balance Sheet amount of the external Nu-
clear Plant Decommissioning Trusts because the
reserve began prior to the external trust funding.

PROPERTY, PLANT AND EQUIPMENT

Property, piant and eguipment are stated at original
cost less any amounts ordered by the PUCO to be
written off. Construction costs include related payroll
taxes, pensions, fringe benefits, management and
general overheads and allowance for tunds used dus-
ing construction (AFUDC). AFUDC represents the
estimated composite debt and eguity cost of funds
used to fAinance construction. This noncash allowance
is credited to income, except for certain AFUDC for
Perry Nuclear Power Plant Unit 2 (Perry Unit 2). See
Note 3(c}. The AFUDC rates averaged 10.8% in 1992,
10.7% in 1991 and 10.8% in 1990.

Maintenance and repairs are charged to expense as
incurred. The cost of replacing plant and equipment is
charged to the utility plant accounts. The cost of
property retired plus removal costs, after deducting
any salvage value, 1s charged to the accumulated
provision for depreciation.

DEFTERRED GAIN AND LOSS FROM
SALES OF UTILITY PLANT

The sale and leaseback transactions discussed in Note
2 resultad in a et gain for the sale of the Bruce
Mansfield Generating Plant (Mansfield Plant) and a
net loss for the sale of Beaver Valley Unit 2. The net
gain and net loss were deferred and are being amor-

tized over the terms of leases. These amortizations
and the lease expense amounts are recorded as other
operation and maintenance expenses. See Note 6.

INTEREST CHARGES

Debt Interest reported in the Income Statement does
not include interest on obligations for nuclear fuel
under construction. That interest is capitalized. See
Note 5.

Losses and gains realized upon the reacquisition or
redemption of long-term are deferred, consistent
with the regulatory rate treatment. Such losses and
gains are either amortized over the remainder of the
onginal life of the debt issue retired or amortized
over the life of the new debt i1ssue when the proceeds
of a new issue are used for the debt redemption. The
amortizations are included in debt interest expense.

FEDERAL INCOME TAXES

The Financial Accounting Standards Board (FASB)
wssued a new standard for accounting for income taxes
{SFAS 109) in February 1992. We adopted the new
standard in 1992, The new standard amends certain
provisions of SFAS 96 previously adopted in 1988,
Adoption of the new standard in 1992 did not materi-
allv affect our results of operations, but did affect
certain Balance Sheet accounts, See Note 7.

The financial statements reflect the liability method of
accounting for income taxes. This method requires
that deferred taxes be recorded for all \
differences between the book and tax bases of assets
and liabilities. The majority of these temporary dif-
ferences are attributable to property-related basis dif-
ferences. Included in these basis differences is the
equitv component of AFUDC, which will increase
future tax expense when it is recovered through rates.
Since this component is not recognized for tax pur-
poses, we must record a hability for our tax obliga-
tion. The PUCO permits recovery of such taxes from
customers when they become pavable. Therefore,
the net amount due customers rates has
been recorded as a regulatory asset in deferred
charges and will be recovered over the lives of the
related assets.

Investment tax credits are deferred and amortized
over the estimated lives of the applicable property
as a reduction of depreciation expense. See Note 6
for a discussion of the amortization of certain
unrestricted excess deferred taxes and unrestricted
investment tax credits available after 1998 under the
Rate Stabilization Program

RECLASSIFICATIONS

Certain reclassifications were made to prior years
financial statements to make them comparable with
the 1992 financial statements. A reserve for Perry Unit
2 AFUDC, which was previously reported under
Defeszed Credits in the Balance Sheet, was reclassi-
fied as an offset against the Perry Unit 2 asset balance.
See Note 3(c).




Management’s Financial Analysis

RESULTS OF OPERATIONS

Overview

In recent years, our efforts to add our substantial
nuclear nvesiment to rate base while maintaining a
competitive rate structure have resulted in a senes
of agreements with the major intervenors in our
rate cases. One agreement was approved by the
PUCO in January 1989 and is described more fully
in Note 6. It established our rate phase-in plans to
recognize in rates our allowed investment in Perry
Unit 1 and Beaver Valley Unit 2. The phase-in
plans increased revenues and cash flows but were
designed 10 have a relatively neutral impact on
eamings. Gains in revenues were to be imtiaily
offset by a reduction in the deferral of operating
egpenses and carrying charges and subseguently
offset by the amortization of such deferrals. A key
assumption underlying the phase-in plans was
that revenues would increase as a result of pro-
jected sales growth. When sales decreased prima-
rily because of a sluggish econony, earnings were
adversely affected.

A number of other factors also exerted a negative
influence on earnings. These factors included the
recording of nuclear plant depreciation at levels in
excess o?that reflected in rates, the recording of
depreciation and interest charges on facilities
placed in service after February 198K as current
expenses even though such items were not being
recovered in rates and the effect of inflation on
expenses. Also, the need to meet competitive
forces, coupled with a desire to encourage eco-
nomic growin ir, our service area, prompted us to
reduce rates for various communities and certain
industnial and commercial customers,

We determined that the best solution to address
these factors was to delay rate increases and imple-
ment cost-reduction and revenue-enhancement
strategies. Furthermore, we sought PUCO ap-
proval of regulatory accounting measures designed
1o recognize the effects of a delay in rate recovery
of certamn costs and provide a better match of
current revenues and operating expenses, In 1991,
we obtained PUCO approval to change the method
and rate of accruing nuclear plant depreciation. In
October 1992, the PUCO approved a Rate Stabili-
zation Program, which was supported by certain
customer representative groups, as discussed in
Note 6. Under the terms of the Rate Stabilization
Program, we agreed to freeze base rates until 1996
and to limit rate increases through 1998. In ex-
change, we are permitted to defer and subse-
quent'y recover certain costs not currently
recovered in rates and to accelerate amortization of
certain benefits. However, our ability to utilize
these regulatory accounting measures is dependent
upon our taking significant actions to reduce costs
and increase revenues. It 1s also dependent upon an
ongoing determination that recovery of the de-
ferred costs in rates is probable.

We face further challenges in the vears to come. In
1994, expense deferrals provided in the 1989 agree-
ment will cease. The amortization of the deferrals
taken from 1989 through 1993 will also begin and
continue through 1998, The amortization schedule
provides for $27 million in 1994, increasing to $318
million in 1998 An additional $39 million of
expense deferrals for 1990 and 1991, related to
certain provisions of the phase-in plans, will be
amortized and recovered by December 31, 1998 In
addition, we are still confronted with competitive
threats from municipal electric systems within our
service territory and from cities contemplating
creation of their own electric systems. Although the
rate of inflaticn has eased in recent years, we are
still affected by even modest inflation which causes
increases in the unit cost of labor, materials and
SEIVICes,

To combat the forces described above, we have
embarked on the following course. Reductions in
other operation and maintenance expenses and
capital expenditures were implemented in 1991 and
1992 and will be vigorously pursued in 1993 and
beyond. We will further reduce staffing levels and
look to improve efficiency of operations wherever
possible. We are aggressively attempting to in-
crease revenues by seeking additional long-term
power sales agreements with wholesale customers
and by exploring various corporate asset transac-
tions, The Energy Policy Act of 1992 (Energy
Act), which reguires utilities to transmit eleciricity
from wholesale suppliers to wholesale customers,
will provide new opportunities for us to make
whaolesale power transactions. To counter mumci-
pal electric system initiatives, we have continued
programs that demonstrate the value inheren’ in
our service, bevond what one might expect from a
municipal system, Such programe include provid-
Ing services to communities to help them retain
and attract businesses, providing consulting ser-
vices to customers to improve their energy effi-
ciency and developing demand-side management
programs.

liucreases in sales are expected to be modest with
annual sales growth projected at about 1-2% for the
niext several yvears, depending upon the economic
climate in our service area. Recognizing the fact
that costs can be reduced only so far and the
limitations imposed by our sales forecasts and com-
petition in the wholesale power market, rate in-
creases will be necessary eventually to recognize
the cost of our new capital investment, including
that being deferred under the Rate Stabilization
Program, and inflation.

We believe that our Rate Stabilization Program and
our strategies to reduce costs and increase reve-
nues give us the opportunity to improve our com-
petitive position and our earmings. Nevertheless,
we operate in a changing industry and market. We
must monitor the impact of these changes on our

e RN
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strategy and the continued appropriateness of the
regulatory accounting provided by our various
agreements.

1992 vs. 1991

Factors contributing to the 4 8% decrease in 1992
operating revenues are as follows:

Milhons

Dectease in COperating Revenues of Dollars
Sales Volume and Mix . J5 L
Base Rates and Miscellaneous 32
Fuel Cost Recovery Revenues 11
12

I

The revenue decreases resulted primarily from the
different weather conditions in both vears and the
changes in the composition of the sales mix
among customer categones. Weather accounted for
approximately §77 million of the lower 1992 reve-
nues. Winter and spring in 1992 were milde. than
in 1991, In addition, the 1992 summer was the
coolest in 56 vears in Northern Ohio as contrasted
with the summer of 1991 which was much hotter
than normal. As a result, total kilowati-hour sales
decreased 1.1% in 1992 Residential and commercial
sales decreased 4.5% and 1.3%, respectively, as
moderate temperatures in 1992 reduced electric
heating and cooling demands. Industrial sales were
virtually the same as in 1991 as sales increases to
stee! producers and auto manufacturers of 10.9%
and 2.7%, respectively, offset a decline in sales to
other industrial customers. Other sales increased
2.3% because of increased sales to wholesale cus-
tomers. Operating revenues in 1991 included the
recognition by Toledo Edison of $24 million of
deferred revenues over the period of a refund to
customers under a provision of its January 1989 rate
order. No such revenues were reflected in 1992 as
the refund period ended in December 1991, The
decreases in 1992 fuel cost recovery revenues re-
sulted primarily because of the good performance
of our generating units, which in turn decreased
our fuel cost factors. The weighted averages of
these factors decreased approximately 3% for the
Operating Companies.

Operating expenses decreased 4% in 1992, Lower
fuel and purchased power expense resulted from
less amortization of previously deferred fuel costs
than the amount amortized in 1991 and Jower
generation requirements stemming from less elec-
tric sales. A reduction of $17 million in other opera-
tion and maintenance expenses resulted primarily
from cost-cutting measures. Federal income taxes
decreased because of the Rate Stabilization Pro-
gram's amortization of certain tax benefits and the
effects of adopting SFAS 109 in 1992, These de-
creases were partially offset by higher depreciation
and amortization, caused primarily by the adop-
tion of SFAS 109, and by higher taxes, other than
federal income 1axes, caused by increased Ohio
property and gross receipts taxes. Deierred operat-
ing expenses increased as a result of the deferrals
under the Rate Stabilization Program as mentioned
in Note 6.

e ———
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The federal income tax provision for nonoperating
income decreased because of lower carrying
dummdits and a greater tax allocation of inter-
est charges to nonoperating activities. Credits for
carrying charges recorded in nonoperating income
decreased primarily because of lower phase-in car-
rying charge credits. Interest charges decreased as
a result of debt refinancings at lower interest rates
and lower short-term borrowing requirements.

1991 ps. 1990

Factors contributing to the 5.5% increase in 1991
operating revenues are as follows:

Millions

Increase in Operating Revenues of Doligrs
Base Rates and Miscellaneous . . .. $ 8e
Sales Volume and Mix ... . ... ... 28
Wholesale Sales . . .. . .. ... ... ... 19

133

Il

The increases in base rates and miscellaneous
revenues resulted primarily from rate increases in
the January 1989 PUCO rate orders for the
rating Companies as discussed in Note 6. Total
ilowatt-hour sales increased 1.1% in 1991
Residential and commercial sales increased 4.7%
and 4 8%, respectively, as a result of higher
of cooling equipment in response to the v
warm late spring and summer 1991 temperatures,
The commercial sales increase was also influenced
by some improvement in the economy for the
commercial sector. Industrial sales declined 5%
largely because of the recession-driven slump in
the steel, auto and chemical industries. Other sales
increased 8.5% because of increased sales to
wholesale customers and public authorities.

Operating expenses increased 3% in 1991, The
increase was mitigated by a reduction of $62
million in other operation and maintenance
expenses, resulting primarily from cost-cutting
measures. Offsetting this decrease were an increase

in federal income taxes because of higher pre
mﬁngmmme;mimmm
chased power expense resulting primarily from
increased amortization of previously deferred fuel
costs over the amount amortized in 1990; an in-
crease in taxes, other than federc] income taxes,
resulting from higher and gross receipt
taxes and accruals for Pennsylvania tax increases
enacted in August 1991; and lowerqpenﬁneex—
pense deferrals for Perry Unit 1 and Beaver Valley
Unit 2 pursuant to the January 1989 rate orders.

Credits for carrying charges recorded in
nonoperating income decreased in 1991 because a
greater share of our investments and leasehold
interests in Perry Unit 1 and Beaver Valley Unit 2
were recovered in rates. The federal income tax
provision for nonoperating income increased
mainly because the 1990 provision was reduced $38
million for unamortized nvestment tax credits on
the 1988 write-off of nuclear plant investments.
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CENTERIOR ENERCY CORPORATION AND SUBSIDIARIES

For the vears ended December 31,
1692 1991 1990

{millions of dollars,
except per share amounts )

income Statement

Operating Revenues | $2.438 $2,560 §2.427
Operating Expenses
fuel and purchased power . 473 500 472
Other operation and maintenance 784 R0} E63
Total operation and mamntenance 1,257 1,301 1,335
Depreciation and amortization 256 243 242
Taxes, other than federal income taxes : 318 305 283
Deferred operating expenses, net (521 (&) (34)
Federal income taxes 22 __138 9%
1.901 1,981 1922
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 carrving charges : 100 110 205
Federal income taxes — credit (expense) (7) (30) (13)
104 95 199
Income Before Interest Charges and 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)
Preferred dividend requirements of subsidiaries 65 61 62 o |
429 437 440
Net Income . § 212 § 237 $ 264
Average Number of Common Shares Outstanding {millions) 1417 139.1 1389
Earmings Per Common Share $ 150 $ 171 $ 190
Dividends Declared Per Common Share . . $ 160 $ 1.60 $ 160

Retained Earnings

For the vears ended December 31,

1992 199] 1990
{mullions of dollars )
Balance at Beginning of Year $ 669 $ 655 $ 614
Additions
Net income . 212 237 264
Deductions
Commaon stock dividends (226) (222) €222)
Other, primarily preferred stock redemption expenses of subsidiaries (3) (1) (1)
Net Increase {Decrease) ! (17) 14 41
Balance at End of Year . . . ! i Rl et $ 652 § 669 & 655

The accompanying notes and summary of significant accounfing policies are an integral part of these statements.

|
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Management’s Financial Analysis

CAPITAL RESOURCES AND LIQUIDITY

We need cash for normal corporate operations, the
mandatory retirement of securities and an ongoing
program of constructing new facilitics and modi-
fying existing facilities. The construction program
is needed to meet anticipated demand for electric
service, comply with governmental regulations
and protect the environment. Over the three-year
period of 1990-1992, these construction and
mandatory retirement needs totaled approximately
$1.3 billion. In addition, we exercised vanous op-
tions to redeem and purchase approximately $1
billion of our securities.

We raised $2.1 billion through security issues and
term bank loans durning the 1990-1992 period as
shown in the Cash Flows statement. During the
three-yvear period, the Operating Companies also
utilized their shori-term borrowing arrangements
(explained in Note 11) to help meet their cash
needs. The Operating Companies had $50 million
of short-term borrowings outstanding at December
31, 1992,

Estimated cash reguirements for 1993-1995 for
Cleveland Electric and Toledo Edison, respectively,
are $658 million and $203 milhon for their con-
struction programs and $627 million and $154 mil-
lion for the mandatory redemption of debt and
preferred stock. Cleveland Electric and Toledo
Edison expect to finance externally about 75% of
their total 1993 cash requirements of approximately
$530 million and $118 million, respectively. About
50-60% of the Operating Companies’ 1994 and
1995 requirements are expected 10 be financed ex
ternally. If economical, additional securities may be
redeemed under optional redemption provisions.
See WNotes 10(d) and {e) for information concern-
ing limitations on the issuance of preferred stock
and debt

Our capital requirements after 1995 will depend on
our implementation strategy to achieve compli-
ance with the Clean Aly Act Amendments of 1990
(Clean Air Act). Expenditures for our optimal
plan are estimated to be approximately $208 mil-
lion over the 1993-2002 period. See Note 3({b).

The Operating Companies are aware of their po-
tential mvolvement in the deanup of nine hazard-
ous waste sites. However, we believe that the
ultimate outcome of the e matters will not have a

material adverse effect on our liquidity. See Note
3(d).

We expect to be able to raise cash as needed. The
availability and cost of capital to meet our external
financing needs, however, depends upon such
factors as financial market conditions and our credit
ratings. Apparently, the market perceives the Op-
erating Compamies as having a greater nisk than
their credit ratings would indicate. Therefore, in
1992, the Operating Companies had to offer interest
and dividend rates on certain of their new debt
and preferred stock securities which were signifi-
cantly higher than those that would be expected
for securities having the credit ratings of the Oper-
ating Companies. Current securities ratings for
the Operating Companies are as follows:

Standard Moopiy's
& Poor's Inpestors
Corporation  Service

Cleveland Electric

Firsi mortgage bonds . BBB~ Baa3

Unsecured notes . . BB+ Bal

Preferred stock . . , BE+ bal
Toledo Edison

First mortgage bonds BBB~ Baad

Unsecured notes . ‘ BB+ Bal

Preferred stock ! BB+ ba2

The ratings of Moody's Investors Service, Inc. for
Cleveland Electric set forth above reflect a down-
grade in February 1993.

barring unforeseen circumstances, we believe that
the 1989 rate agreement and the 1992 Rate Stabili-
zation Program afford us a reasonable opportunity
to take the significant actions necessary to achieve
financial results which should permit Centerior
Energy to continue the carrent guarterly common
stock dividend of $40 per share. Nevertheless,
dividend action: by our Board of Directors will
continue to be decided on a quarter-to-quarter basis
after the evaluation of financial results, potential
earning capacity and cash flow A write-off of our
investment in Perry Unit 2, as discussed in Note
3{c), would not reduce our retained earnings suffi-
ciently to impair our ability to declare common
stock dividends and would not affect our cash
flow.

R R



CENTERIOR ENFRCGY CORPORATION AND SUBSIDIARIES

For the vears ended
December 31,

1992 1991 1990
(mullions of dollars)

Cash Flosos from Opcrahng Activities (1)

Net Income .. ... ... e $.212 08 237 08 264
Adjustments w0 Reccmale Nel lnmme to Cac.h fmm Operahng Activities:
Depreciation and amortization . ... ... .. s ey w3l watharegle bt 256 243 242
Deferred federal income taxes . LT LA S L P el e s sof 95 85 142
Investment tax credits, net . S W A Lt i v rar T Ty (14) 43 (34)
Deferred and unbilled revenues . . ... e s Y (&) (51) {61)
Deferred fuel . ... , NS W ol .t | 18 (12)
Deferred carrying charges et s ¥ 95 L T U W i e (100) {110) (205)
Leased nudlear fuel amomzatmn % T 5 M o 5 A1 e e e . 126 123 x4
Defered operating expenses, net. ! o pos e arpeted o NG 3 {(52) (6) (34)
Allowance for equity funds used during construction . .. g o a3 v 2 (2) (9) (B)
Pension settlement gain e B B Bl 0 b ok Do 8 ot g o ek W T il — - (41)
Changes in amounts due from mntomer« and others, net ot ey . ¥ 14 (26)
Changes in inventories. . .. ... ...... L AR i ;3o - (10) (22) (29)
Change: in accounts pavable by 4 % R TR PRRCR . (5) {49) 46
Changes o working capital affectmg up('ratt(ms PEPEPYIPR IR W i B ¥ ) 8 19 (25)
Other noncash items . : ot o e T I : 3 1 o
Total Adjustments . AP o - L % PO IR oo 307 299 a6
Net Cash from Operating Activities . ST . b 519 536 310
Cash Flows from Financing Activities {2)
Bank loans, commercial paper and other short-term debt . . N YL LP 50 (110} 110
Debt issues:
First mortgage bonds .. . ... .. I PP PP PP e KNP Myl e 600 - 167
Secured medium -term notes . . ... ..o ! . v 138 285 338
Term bank loans and other iong- tt~rm debt ) xd i ] i 135 108 31
Preferred stock issues . ... .. P e R b 1.0 - . L 74 125 -
Common stock ISBUeS . .. i iy i esiiv s et e p R, i W 53 32 -~
Reacguired common slork ! < - e s oy {3) — (26)
Maturities, redemptions and »mkmg funds C S e Ll Sl By B (1,013) (312) (395)
Nuclear fuel Jease oblGABONS .. . . .. ... .iivcuniiisvanivisson e rhyne s —nvs {117) {116) (99)
Common siock diviBends PoId | .. /) o fent inoinet s 3o it o @i sk wasess e o RS0 (222) (222)
Premiums, discounts and expenses . . . ¥ by L e b e {14) (7) (7)
Net Cash from Financing ACHvIties .. ... ... ioviiimiianonesons (323) (217) (103)
Cash Flows from Investing Activifies (2)
Cash applied 10 construction . .. - (200) {189) (237)
Interest capitalized as allowance for horr(m('d funds usod dunng mnstmcnon " (1) (%) (6)
Sale and leaseback restructuring fees . .. W e B, Bl s (43) —
Other cash applied .. .. ' L L T S LT B el e W, o s Bk o g (36) 11) (14)
Net Cash from Investing Activities .. .. ... oo o (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 .. ... ... ... % 93 § 177 § 53

(!) Interest paid (net of amounts capitalized) was $299 million, $339 million and $297 million in 1992, 1991 and
1990, respectively. Income taxes paid were $32 million, $57 million and $21 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 and summary of significant accounting policies are an integral part of this statement.




Balance Sheet

ASSETS
Property, Plant and [ quipment

Utility plant in service . .
Less: accumulated depreciation and amortization

Construction work in progress
Perry Unit 2

Nuclear fuel, net of amortization
Other property, less accumulated depreciation

Current Assels

Cash and temporary cash investmernts
Amounts due from customers and others, net
Unbilled revenues .
Materials and supplies, at average cost

Fossil fuel inventory, at average cost

Taxes applicable to succeeding vears

Other

Deferred Charges and Other Assets

Amounts due from customers for future federal income taxes
Unamortized loss from Beaver Valley Unit 2 sale
Unamortized loss on reacquired debt .

Carrying charges and operating expenses, phase-in .
Carrying charges and operating expenses, other

Nuclear plant decommissioning trusts

Other.

Total Assets

December 31,

1992

1991

{milhons of doilars )

$ 9449 § 8888
2488 2274
6961 6614

167 215
614 638
7742 7467
385 458
39 45
Bl66 7970
93 177
222 229
114 108
129 126
65 58
247 234
7 9
877 941
975 1,146
110 114
101 75
846 762
687 613
42 32
267 176
3028 2918
$12071  $11,829

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



CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

December 31,

1992 1991
(millions of dollars)

CAPITALIZATION AND LIABILITIES

Caprtalization
Common shares, without par value (stated value of $274 million and $221 miilion for
1992 and 1991, respectively ): 1800 million authorized; 142.9 million (exdudmg 27
million shares in Treasury) and 140.2 million (excludmg 2.5 million shares in

Treasury} outstanding in 1992 and 1991, respechvely v es s rraiasade B 2237 - $ 2186
Retamed earnings ... ...... bl T Py 2, o e ol g Lo 652 o668
COmmMOn SIOoK SGIY - - . b« cisi i g sua s sF on 0 wis ke viham o yiaasandln svgi i s 2,889 2,855
Preferred stock
With mandatory redemption Provisions ... ........ocouav s immemrmmisaninsoson 304 332
Without mandatory redemption Provisions .. ... ... c.aw e iicraimaiqas o oias 354 427
Long-term debt . . .. e o et 3,694 3,841
7.301 7,455
Other Noncurrent Liabilities
Noclear ol leate OBBSIMONS i . . -« /oo o] S e sl e s v vis gl s mah o4 oy on 2 boa0e . 303 341
Other. plohethl 4 119 83
422 424
Current Liabilities
Current portion of long-term debt and preferred stock .. ............ P o o e S o 368 216
Current portion of nuclear fuel lease obligations .. ... ... ... .o i 118 145
Notes payable to banks and others . . ... .o viiiviviiiiiiaiiiaiayiraiaiis s 50 -
RTINS DAV .| ) b v Foion by iip ol ame G ah ol Fnkd iy Bl v ko 3 A d AP hA o8 g 143 148
Accrued taxes .. ............ P I R e B S P Nl L e s -1 368 351
Accrued interest . . L e N .l et B = LN oy~ T e oy ] B4 84
(g T e e el T S TS el G 1 et WM T T e 59 58
1,190 1,002
Deferred Credits
Unamortized investment tax credits . ... .. e g e Mo e 0 N s D S e W R e 353 366
Accumulated deferred federal INCOMIE TBXOS . . . ... oot asi i ine et sos 2.035 1,785
Unamortized gain from Bruce Mansheld Plant sale ..................... .2 b 578 602
Accumulated deferred rents for Bruce Mansheld Plant and Beaver Vallev Unit2....... 116 131
L. ..o v : : T i S oo : 76 e
3,158 2,948
Total Capitalization and Liabilities . . .. ....c..ioiv o iiiisiiias s s $220071 $11,829




Statement of Preferred Stock

CLEVELAND ELECTRIC
Without par value, 4,000,000 preferred shares authorized
Subject to mandatory redemption:
$ 7.35 SeriesC....
88.00 Series E . ..
Adjustable Series M

9.125 Series N e
9150 Series Q ..
B8.00 Series R. ...
90.00 Series S ..

Less: Current maturities

Not subject to mandatory redemption:
$ 740 Series A .
7.56 Series B
Adjustable Series L.
Remarketed Senes P

Less: Current matunties

TOLEDO EDISON

$100 par value. 3,000,000 preferred shares authorized and $25 par value,

12,000,000 p eferred shares authorized
Subject to mandatory redemption
$100 par $11.00
9.375
25 par 281 ...

Less: Current maturities

Not subject to mandatory redemption:
$100 par § 425
456 .
425
8.32
7.76
780
10.00
B par 221
2.365 2 :
Series A Adiustable
Series B Adjustable.

CENTERIOR ENERGY

Without par value, 5,000,000 preferred shares authorized, none outstanding

CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

1992 Shares

Outstanding

160,000
24,000
300,000
750,000
50,000
75,000

500,000
450.000
500,000

97

116,800
2,000,000

160,000
50,000
100,000
100,000
150,000
150,000
190,000
1,000,000
1,400,000
1.200,000
1,200,000

Total Preferred Stock, with Mandatery Redemption Provisions

Total Preferred Stock, without Mandatory Redemption Provisions

Current
Call Price
Per Share

$ 10100
1.026.78
101.00
104.06

101.00
102.26
103.00
100,000.00

102.96
26.25

104.625
101.00
102.00
102.46
102,437
101.65
101.60
25.25
27.75
25.75
25.75

December 31,

1992

1991

{millions of dollars)

$ 16
24
30
74
75
50

_74

343

_2

314

50
45
49

~

e

153
g

144

$17
27
39
74

50

The accompanying notes and summary of significant accounting policies are an integral part of this statement.
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(2)

Notes to the Financial Statements

PROPERTY OWNED WITH OTHER UTILITIES AND INVESTORS

The Operating Companies own, as tenants in common with other utilities and those investors who are owner-
participants in various sale and leaseback transactions (Lessors), 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 1s obligated to pay for only its respective
share of the construction and operating costs. Each Lessor has leased its capacity rights to a unlity which is
obligated to pay for such Lessor's share of the construction and operating costs. The Operating Comparies’ 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 Operating Companies as tenants
in common with other utilites and Lessors:

Construction

uener- Work
In Choner- ship Fiant Progress
Servicr ship Mega Power m and Accumulated
Grueraring Unit Date Share walts Source Service Suspended Depreciation
fmsallions of dallars)
In Service
Seneca Pamped Sworage 1970 B0 008, L3 Hydro § &2 $ $ 20
Enstlake Umt 5 1972 6 80 411 Coal 155 1 -
Persy Unit 1 and Common Facilities ! 19R7 5102 o9 Nuclear 2817 7 307
Beaver Valley Unit 2 and Common Facilities
{Note 2) 1987 2612 214 Nuclear 1480 4 215
Construction Suspended
Perry Uintt 2 {Note 3c)) Ungcertam 6476 7RO Nudiear - 614

e w e

e

Deprediation for Eastiake Unit 5 has been accumulated with all other nonnuclear depreciable property rather than
by specific units of depreciable property

UTILITY PLANT SALE AND LEASEBACK TRANSACTIONS

The Operating Companies are co-lessees of 15.26% Unit 2 were refinanced through a tender offer for
{150 megawatts ) of Beaver Valley Unit 2 and 6.5% the outstanding SLOBs and the sale by another
(531 megawatts), 459% (358 megawatts) and special purpose corporation of new bonds having a
44 .38% (355 megawatts) of Units 1, 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 $43 million as supple-
2914 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
deferred and is being amortized over the remaining
lease term. The refinancing transaction reduced the
straight-line annual rental expense for the Beaver

Valley Unit 2 lease by $9 million.

Under these leases, the Operating Companies are
responsible for paving all taxes, msurance premi
ums, operation and maintenance costs and all
other similar costs for their interests in the units

sold and leased back. The Operating Companies Future minimum lezse payments under the operat-
may incur additional costs in connection with capi- ing leases at December 31, 1992 are summarized as
tal improvements to the units. The Operating follows:

Companies have options to buy the interests back

at the end of the leases for the fair market value at Yeo Ampust
that ime or to renew the leases. Additional lease (miilitons
provisions provide other purchase options along of dollars)
with conditions for mandatory termination of the ::: ' -
leases (and possible repurchase of the leasehold 1995 ::
interests ) for events of default. These events in- 1996 188
clude noncompliance with several financial cove- 1947 ; . 165
nants discussed in Note 10(e). Later Years v 3576
In April 1992, nearly ail of the outstanding Secured Fots! Watwe Mo Lnibe Puytane ‘ A
Lease Obligation Bonds (S1.OBs) issued by a spe

cial purpose corporation mn connection with fi- Rental expense is accrued on a straight-line basis

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
the Mansfhield Plant leases was $115 million. The
amounts recorded in 1992 and both 1991 and 1990
as annual rental expense for the Beaver Valley
Unit 2 lease were $66 million and $72 million,
respectively. Amounts charged to expense in excess
of the lease pavments are classified as Accumu-
lated Deferred Rents in the Balance Sheet.

Toledo Edison is selling 150 megawatts of its Bea-
ver Valley Unit 2 Jeased capacity entitiement to
Cleveland Electric. We anticipate that this sale will
continue at least until 1998,

CONSTRUCTION AND CONTINGENCIES

{a) CONSTRUCTION PROGRAM

The estimated cost of our construction program for
the 1993-1995 period is $910 million, including
AFUDC of $49 million and excluding nuciear fuel.

(k) CLEAN AIR LEGISLATION

The Clean Air Act will require, among other things,
significant reductions in the emission of sulfur
dioxide in two phases over a ten-year period and
nitrogen oxides by tossil-fueled generating units.

We developed a compliance strategy which was
submitted to the PUCQO in 1992 for review. We
subsequently reached agreement with intervening
parties and are awaiting formal PUCO approval.
We also are seeking United States Environmental
Protection Agency approval of our Phase 1 plans.
The compliance plan which results in the least
cost and the greatest flexibility provides for compli-
ance with both phases through at least 2005. The
plan calls for greater use of low-sulfur coal at some
of our units and the banking of emission al-
lowances. The plan would require capital expendi-
tures over the 1993-2002 period of approximately
$208 million for nitrogen oxide control equipment,
emission monitoring equipment and plant modi-
fications. In addition, higher fuel and other opera-
tion and maintenance expenses would be incurred.
The least cost plan also calls for Cleveland Electric
to place a scrubber or other sulfur emission control
technology in service at one of its generati
plants sometime after 2004 with expenditures
ginning in 2001. The anticipated rate increase asso-
ciated with the capital expenditures and higher
expenses would be about 1-2% in the late 1990s.
Another increase would be needed after the year
2000, for an aggregate rate increase in the range of
3-6%. Cleveland Electric would incur substantially
more of these costs than Toledo Edison.

Our compliance plan will depend upon future envi-
ronmental regulations and input from the PUCO,
other regulatory bodies and other concerned enti-
ties. In addition, we are continuing to monitor
developments in new technologies that may be
incorporated into our compliance strategy. If a plan
other than the least cost plan is required, signifi-
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cantly higher capital expenditures could be re-
guired during the 1993-2002 penod. We believe
Ohic law permits the recovery of compliance costs
from customers in rates,

(¢} PERRY UNIT 2

Perry Unit 2, including its share of the common
facilities, is approximately 50% compiete. Construc-
tion of Perry Unit 2 was suspended in 1985 pend-
ing future consideration of various options. These
options include resumption of full construction
with a revised estimated cost, conversion 10 a non-
nuclear design, sale of all or part of our ownership
share, or cancellation. No option may be imple-
mented without the unanimous approval of the
owners. A request by Cleveland Electric, the com-
pany responsible for the constructon of Perry
Unit 2, for an extension of the construction hcense
1s pending with the Nuclear Regulatory Commiis-
sion (NRC).

in February 1992, Cleveland Electric purchased Du-
quesne’s 13.74% ownership share of Perry Unit 2
and all Perry real property for $3.3 million, This
purchase increased the Operating Companies’
ownership share of the unit to 64.76%. The remain-
der is owned by Ohio Edison and Pennsylvania
Power,

The license extension request and the purchase of
Dugquesne’s share do not indicate any plans to
resume construction of Perry Unit 2. They were
made to keep our options open.

If we canceled Perrv Unit 2, the net-of-tax invest-
ment would have to be written off. Such a write-off
{based on our investment as of the end of 1992)
would be about $434 million. Note 10{e) discusses
more about the effects of a write-off.

If we decide to convert Perry Unit 2 to a nonnuclear
design, we would expect to write-off a portion of
our investment for nuclear plant construction costs
not transferable to the nonnuclear construction
project.

Perry Unit 2 AFUDC was credited to a deferred
income account from July 1985 until January 1,
1988, when the accrual was discontinned. The total
deferred AFUDC amount of $213 million s re-
flected in the Balance Sheet as a reduction in the
Perry Unit 2 investment,

(d) SUPERFUND SITES

The Comprehensive Environmental Response,
Compensation and Liability Act of 1980 as
amended (Superfund) established programs ad-
dressing the cleanup of hazardous waste disposal
sites, emergency preparedness and other 1ssues,
The Operating Companies are aware of their po-
tential involvement in the cleanup of nine hazard-
ous waste sites. The Operating Companies have
recorded reserves hased on estimates of their pro-
portionate responsibility for these sites. We be-
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lieve that the vltimate outcome of these matters
will not have a material adverse effect on our
financial condition or results of operations.

{4) NUCLEAR OPERATIONS AND CONTINGENCIES

(8) OPERATING NUCLEAR UNITS

Our interests in nuclear units may be impacted by
activities or events beyond our control. Operating
nuclear generating units have expenenced un
planned outages or extensions, of scheduled out-
ages because of egquipment problems or new
regulatory requirements. A major accident at a
nuclear facility anywhere in the world could cause
the NRC to himit or prohibit the operaton, con
struction or licensing of any nuclear unit. If one of
our nuclear units is taken out of service for an
extended period of time for any reason, including
an accident at such unit or any other nuclear
facility. we cannot predict whether regulatory au
thorities would mmpoese unfavorable rate treat-
ment, Such treatment could include taking our
affected unit out of rate base or disallowing certain
constrochion or maimienance oosts. An t‘t(?ﬂd?d
owtage of one of our nuclear units coupled with
unfavorable rate treatment could have a material
adverse effect on our financial condition and results
of operations.

(k) NUCLEAR INSURANCE

The Price- Anderson Act limits the liability of the
owners of a nuclear power plant to the amount
provided by private insurance and an industry
assessment plan. In the event of a nuclear incident
at any unit in the United States resulting in losses
in excess of the level of private insurance (cur-
rently $200 million), our maximum potential as-
sessment under that plan would be $129 million
{phus any mflation adjustmerit} per inadent. The
assessment is limited to $20 million per vear for
each nuclear incident. These assessment limits as-
sume the other CAPCO companies contribute
their proportionate share of anv assessment,

The CAPCO compames have insurance coverage
for damage 1o property at the Davis-Besse, Perry
and Beaver Valley sites {including leased fuel and
clean-up costs). Coverage amounted to §2.625
billion for each site as of January 1, 1993. Damage
to property could exceed the insurance coverage
by a substantial amount. If it does, our share of
such excess amount could have a material adverse
effect on our financial condition and results of
operations.

We also have extra expense msurance coverage It
includes the incremental cost of any replacement
power purchased (over the costs which would
have been incurred had the units been operating )
and other incidental expenses after the occurrence
of certain types of acadents at our nuclear units,
The amounts of the coverage are 100% of the
estimated extra expense per week during the 52-

(5)

week period starting 21 weeks after an accident and
67% of such estimate per week for the next 104
weeks. The amount and duration of extra expense
could substantially exceed the insurance coverage.

{c) NUCLEAR DECONTAMINATION AND
DECOMMISSIONING ASSESSMENT

The Energy Act permits special assessments on
investor-owned electric utilities which own nuclear
generating plants for the decontamination and
decommissioning of nuclear ennchment facilities
operated by the Department of Energy. The assess-
ments to individual utilities are based upon the
amount of enrichment services used in prior years
and cannot be imposed for more than 15 years, At
December 31, 1992, the Operating Companies ac-
crued a hability of $34 million for their share of
the total assessments. These costs are recorded as
deferred charges since, based on the legislation, we
believe the PUCO will allow the Operating Com-
panies to recover the assessments through their
fuel cost factors.

NUCLEAR FUEL

The Operating Companies have inventories for nu-
clear fuel which should provide an adequate sup-
ply into the mid-1990s. Substantial additional
nuclear fuel must be obtained to supply fuel for the
remaining useful lives of their nuclear generating
units.

Nuclear fuel is financed for the Operating Compa-
nies through leases with a special-purpose corpo-
ration. The total amount of financing currently
available under these lease arrangements is $509
million {$309 miilion from intermediate-term notes
and $200 million from bank credit arrangements).
Financing in an amount up to $300 million is
permitted. The intermediate-term notes mature in
the period 1993-1997, with $77 million maturing in
September 1993, The bank credit arrangements
terminate in October 1993 at which time the corpo-
ration will obtain alternate financing. As of De-
cember 31, 1992, $425 million of nuclear fuel was
financed. The Operating Companies severally lease
their respective portions of the nuclear fuel and
are obligated to pay for the fuel as it is consumed
in & reactor. The lease rates are based on various
intermediate-term note rates, bank rates and com-
mercial paper rates.

The amounts financed include nuclear fuel in the
Davis-Besse, Perry Unit 1 and Beaver Valley Unit 2
reactors with remaining hoase payments of $88
million, $103 million and $41 million, respectively,
as of December 31, 1992. The nuclear fuel amounts
financed and capitalized also included interest
charges incurred by the lessors amounting to $15
million in 1992, $21 million in 1991 and $33 mil-
ion in 1990. The estimated future lease amortiza-
tion pavments based on projected consumption are
$103 million in 1993, $105 million in 1994, $99




million in 1995, $94 million in 1996 and $86 million
in 1997,

{6) REGULATORY MATTERS

On January 31, 1989, the PUCO issued orders
which provided for three annual rate increases for
the Operating Companies of approximately 9%,
7% and 6% effective with bills rendered on and
after February 1, 1989, 1990 and 1991, respectively
The 6% increase effective February 1, 1991 was
reduced 10 4 35% for Cleveland Electric and 2.74%
for Toledo Edison as 50% of the savings identified
by a2 management audit were used to reduce the 6%
rate increase for each of the Operating Companies.
Toledo Edison waived its 2.74% rate increase for
residential and small commercial customers and
reduced its residential rate by 3% effective in March
1991 and by an additional 1% effective in Septem-
ber 1991 to improve 1s competitive position in its
service area. The resulting annualized revenue
increases in 1990 and 1991 associated with the rate
orders were $106 million and $71 million, respec-
tively, for Cleveland Electric and $44 milhon and
$2 million, respectively, for Toledo Edison. Toledo
Edison's increase in 1991 reflects the net of §19
million of annualized revenves authonzed for the
2.74% increase less $17 million for the waiver and
rate reductions.

Under the January 1989 rate orders, phase-in plans
were designed so that the three rate increases,
coupled with then-projected sales growth, would
provide revenues over the ten years beginning
January 1, 1989 sufficient to recover all operating
expenses and provide a fair rate of return on the
Operating Companies’ allowed investments in
Perry Unit 1 and Beaver Valley Unit 2. Revenues
in the first five years of the plans were expected to
be less than that required to recover operating
expenses and provide a fair return on investment.
Therefore, the amounts of operating expenses and
return on investment not currently recovered are
deferred and capitalized as deferred charges. The
unrecovered investment will decline over the pe-
nod of the phase-in plans because of depreciation
and deferred federal income taxes that result from
the use of accelerated tax depreciation. Therefore,
the amount of revenues required to provide a fair
return also declines. This results in decreasing
amoutits of annual deferrals in the early years of
the plans and then increasing amounts of amortiza-
tion and recovery in the later years of the plans.
The Operating Companies deferred $84 milhon,
$132 million and $256 million in 1992, 1991 and
1990, respectively, of operating expenses and carry-
ing charges pursuant to such phase-in plans. The
amount of deferrals scheduled to be recorded in
1993 total $31 mullion. Beginning in the sixth vear
(1994) and continuing through the tenth year, the
revenue levels authorized pursuant to the phase-in
plans were designed to be sufficient to recover
that perniod’s operating expenses, a fair retumn on

the unrecovered mvestments, and the amortization
of the deferred operating expenses and carrying
charges recorded during the first five years of the
plans., The phase-in deferrals relating to these two
units will total $838 million after 1993 and are
scheduled to be amortized and recovered as fol-
lows: $27 million in 1994, §91 million in 1995, $162
rulbon in 1996, $240 million in 1997 and $318
million in 1998. Additional carrying charges total-
ing $39 million deferred for 1990 and 1991 pursu-
ant to certain provisions of the phase-in plans will
also be amortized and recovered by December 31,
1998 These amortizations can be accelerated at

the option of the Operating Companies.

On October 22, 1992, the PUCO approved a Rate
Stabilization Program as set forth in a joint recom-
mendation filed by the Operating Companies and
certain customer representative groups involved

in the 1989 rate case settlement. Under the Rate
Stabilization Program, the Operating Companies
agreed 1o freeze base rates until 1996 and limit
subsequent rate increases for Cleveland Electric
and Toledo Edison to no more than $93 million and
$38 million, respectively, in 1996; $69 million and
$28 milhon, respectively, in 1997, and $54 million
and $23 million, respectively, in 1998. For

of anv rate increase proceeding in the 1996-1998
peniod, we agreed 1o cap operation and mainte-
nance expenses (other than fuel and purchased
power) at $784 million, subject to adjustment for
inflation and other specified expenses. During the
1996-1998 period, PUCQO approval of any base rate
increases and any additional regulatory account-
ing measures would be dependent upon our suc-
cess in implementing cost-reduction and revenue-
enhancement initiatives. We agreed to seek author-
ization for acceleration of the post-1998 Mansfield
Plant unamortized gain in any rate increase pro-
ceeding for the Operating Companies in the 1996-
1998 period. See Summary of Significant Account-
ing Policies.

As part of the Rate Stabilization Program, the Op-
erating Companies are allowed to defer and subse-
quently recover certain costs not currently
recovered in rates and 10 accelerate amortization of
certain benefits. Such regulatory accounting mea-
sures provide for rate stabilization by reschedul-
ing the timing of rate recovery of certain costs and
the amortization of certain benefits, thereby
preventing what otherwise would be an erosion in
earnings during the 1992-1995 period. The contin-
ued use of these regulatory accounting measures
during this period will be dependent upon a con-
tinuing assessment and determination that there
will be probable recovery of such deferrals and
carrying charges in foture rates. The aggregate ef-
fect of these measures over this period could be as
much as $495 million on an after-tax basis depen-
dent upon our success in implementing cost-reduc-
tion and other revenue-enhancement initiatives,
among, other factors. Such regulatory accounting
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measures which are eligible to be recorded through
December 31, 1995 on an after-tax basis are as
follows:
¢ Deferral of up to $327 million of accrued post-in
service mterest carrying charges, depreciation
expense and property taxes on assets placed n
service after February 29, 1988. The deferrals
recorded in 1992 were retroactive to january 1,
1992, Deferrals are based on actual capital ex-
penditures relating to assets placed in service
within the 1988-1995 period. Consequently, the
deferrals will be lower than $327 million if we
continue to reduce capital expenditures. Amorti-
zation and recovery of these deferrals will occur
over the average life of the assets and will
commence with future rate recognition.

» Deferral of up to $19 million of Toledo Edison
operating expenses equivalent to an accumulated
excess rent reserve for Beaver Valley Unit 2
which resulted from the April 1992 refinancing
of SLOBs as discussed in Note 2. The deferral
commenced October 1, 1992. Amortization of this
deferral will occur over the remaining term of
the unit’s lease beginning in 1996.

* Acceleration of the amortizations of an estimated
$89 million in unrestricted excess deferred taxes
and $34 million in unrestricted investment tax
credits available after 1998, The amortizations
commenced October 1, 1992, The amortization of
investment tax credits is reported as a reduction
of depreciation expense.

+ Amortization of up to $26 million in intenim
spent fuel storage accrual balances for Davis-
Besse. The amortization commenced October 1,
1992

The Operating Companies also are allowed to defer
and subsequently recover the incremental ex-
penses associated with adoption of the accounting
standard for postretirement benefits other than
pensions. See Note 8(b).

The Rate Stabilization Program provides for PUCO
regulatory approval of certain corporate transac-
tions, including major asset sales, after an evalua-
tion of the customer benefit of these transactions.
The Rate Stabilization Program may be renegoti-
ated under certain force majeure and other
events.

Deferred Operating Expenses, Net, and Deferred
Carrying Charges shown in the Income Statement
consist of the following:
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(mu'kmn of dﬂlﬂt)
Deferred Opennn@ r.xpem Net:
Phase-in $(17) (22} &(51)
Kate M:ilm!mn - (51) — o
Amortization of Pre-Phase-in
Total 550 346 804
Deferred Carrying Charges.
Phase-in:
Debnt ’ - 33 $31 37
Equity . .. 1 P . | _ﬁ _11;:
Total Phasein . 67 110 205
Rate Stabilization (Debt) ESTIILEI® S Sp
Total Lo B B0 806

(7) FEDERAL INCOME TAX

Federal income tax, computed by multiplying the
income before taxes and preferred dividend re-
quirements of subsidiaries by the statutory rates, is
reconciled 1o the amount of federal income tax
recorded on the books as follows:

1992 2881 1990

(militons of dollars)
Book Income Before Feueral Income
Tk i W00 san 843
o —  t—— m———
Tax on Book Income at Statutory
Rare ! ... $I138  $I158  S14
Increase (Deaem) m Tax
Depreciation . %) 1 &
Investrnent tax credits on
disallowed nuclear plant . - - (38)
Rate Stabilization {7) - e
Taxes, other than h-dcn! imm
taxes H ) 1)
Othe' l"ﬂ“ . .—6. —u —
Total Federai Income Tll E.upamv $129  §168  S109

Federal income tax expense is recorded in the in-
come Statement as follows:
1982 1991 9%
{millions of dollars)
Operating Expenses:
Current Tax Provision . $ N § B 0§43
Changes in Accumulated De'lened
Federal Income Tax:
Accelerared depreciation and
amortization . .. . 30 17 42
Alternative minimum m ctem {31) (46) (24)
Sale and leaseback transactions

and amortization ... [ 4 9
Property tax expense . ... ... 19 R (15)
Rate Stabilization .............. 4 — ==
Reacquired debt costs . . ! 10 p ] 1
Delerred construction work in

ProOgress revenues - 7 20
Deferred fuel costs .. . ) {9 1
Other steme . . . ey p ey 3 16 16

lnvmm'!n(‘ndm......_ — __2
1malCharged!nOmmg
g .. Az s %
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1992 1891 1990

{mithions of doliars)
Nonoperating Income:
Current Tax Provision . (38) (46) (42)
Changes in Accumulated Deferred
Federal Income Tax:
Write-off of nuclear costs . 14 — {22}
Rate Stabilization y 1 - —
ATUDC and (arrymg dums . 24 41 74
Net operating loss canyforwmd - kL) -
Other wems o A8 = L3
Total Expense (‘hugad to
Nonoperating Income 7 30 13

Total Federal Income Tax l‘;:pmsf ! @ §i68 1

-
b

In 1990, adjustments for unamortized investment
tax credits on the 1988 write-off of nuclear plant
investments decrezsed the federa! income tax pro-
vision for nonoperating income $38 million and
increased earnings per share $.27. Also in 1990,
the resolution of a property tax deduction issue
resulted in a reduction in federal income tax ex-
pense of $14 million, thereby increasing earnings
per share by §.10.

The adoption of SFAS 109 in 1992 affected certain
Balance Sheet accounts. The most significant im-
pact was an increase in Utility Plant In Service and
an offsetting increase in Accumulated Deferred
Federal Income Taxes.

Under SFAS 109, temporary differences and car-
ryforwards gave nse to deferred tax assets of $563
million and deferred tax liabilities of $2.598 billion
at December 31, 1992, These are summarized as
follows:

Millzoms of

_Dellars _
I'roperty. plant and equipment ! ! . 32125
Deferred carrying charges and operating npmne: 36
Net operating loss camrviorwards {137)
Investment tax credits . .. ; e (190
Other ot B el FEN 8508 v x {131)

Net deferred tax liabilisv ... .. .., ... ..... $2.035
—

For tax purposes, net operating loss (NOL) car-
ryforwards of approximately $404 million are avail-
able to reduce future taxable income and will
expire in 2003 through 2005. The 34% tax effect of
the NOLs is $137 million.

The Tax Reform Act of 1986 provides for an alter-
native minimum tax (AMT) credit to be used to
reduce the regular tax to the AMT level should the
regular tax exceed the AMT. AMT credits of $114
million are available to offset future regular tax.
The credits may be carried forward indefinitely.

(8) RETIREMENT AND POSTEMPLOYMENT

BENEFITS
(a) RETIREMENT INCOME PLANS

We sponsor noncontributing pension plans which
cover all employee groups. The amount of retire-

ment benefits generally depends upon the length

of service. Under certain circumstances, benefits
can begin as early as age 55. The plans also provide
certain death. medical and disability benefits, Our
funding policy is to comply with the Employee
Retirement Income Security Act of 1974 guidelines.
In 1990, we offered a Voluntary Early Retirement
Oppeortunity Program (VEROP). Operating ex-
penses for 1990 included $15 million of pension
plan accruals to cover enhanced VEROP benefits
and an additional $28 million of pension costs for
VEROP benefits paid to retirees from corporate
funds. The $28 million is not included in the pen-
sion data reported below. A credit of $41 million
resulting from a settlement of pension obligations
through lump sum payments to a substantial num-
ber of VEROP retirees partially offset the VEROP
expenses.

Net pension and VEROP costs (credits) for 1990
through 1992 were comprised of the following
components;
R 11 18%
(millions of dotlars)

Pension Costs (Credits ).
Service cost for benefits eamed

during the period . .. $15 § 4 §$15

interest cost on projected benefit
obligatiors . . . .. - 38 36 37
Actua) return on plan assets (24) (129) 5
Net amortization and deferral .. . _{45) 65 _Lg‘)
Net pension costs 1rmdus) o (18) (14) 8)
VEROP gost. - - 15
Settiement gaim s S - = A4
Net costs (credits) ., . ﬂ—!_é_) g !lﬂ iéu)

The following table presents a reconciliation of the
funded status of the plans at December 31, 1992
and 1991,
December 31,
2% I

Actuunal present value of benefit obhpmm
Vested benefits . .. $310 8301

Nonvested benefits . ... .. : 40 33
Accumulated benefit obhg.anom 350 354
Effect of future compensation fevels .. | 121 113
Total projected benefit ubligaﬁm - 471 447
Plan asseis at fair market value ..., . 754 757
Surplus of plan assets over pro’ened benefit
obligation . . s - 283 30
Unrecognized net m from vmm
between assumptions and expenence .. (140) 1177)
Unrecognized prior service cost . ... 2 13
Transition asset at january 1, 1987 being
amortized over 9 years . ... ... ... .. (99) (106)
Net prepaid pension cost included
in other deferred chnps in the
Balance Sheet .. ... : $ 5 § 40
== _

At December 31, 1992 and 1991, the settlement
(discount) rate and long-term rate of return on
plan assets assumptions were 8.5% and the long-
term rate of annual compensation increase assump-
tion was 5%.
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Plan assets consist primarily of investments in com-
meon stock, bonds, guaranteed investment con-
tracts. cash equivalent securities and real estate.

(b) OTHER POSTRETIREMENT BENEFITS

The FASB accounting standard for postretirement
benefits other than pensions (SFAS 106) requires
the accrual of the expected cost of such benefits
duning the employees’ years of service. The as-
sumptions and calculations involved in determin-
ing the accrual closely parallel pension accounting
requirements.

We currently provide certain postretirement health
care, death and other benefits and expense such
costs as these benefits are paid, which is consistent
with current ratemaking practices. Such costs to-
taled $9 mullion i 1992, $10 million in 1991 and $8
million in 1990, which included medical benefits of
$8% million in 1992, $9 million m 1991 and §7
million in 1990,

We will adopt the standard effective January 1,
1993. We plan to amortize the present value of the
accumulated postretirement benefit obligation (o
expense over a 2(-vear period. Based on our actua-
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
$250 million {pretax). Had the standard been
adopted in 1992, the additional 1992 postretirement
benefit cost would have been in the range of §20
million to $27 million (pretax). We believe the
1993 effect of actual adoption may be similar, al-
though it could be significantly different because of

9)

(10)

(¢) POSTEMPLOYMENT BENEFITS

In November 1992, the FASB issued a new account-
ing standard for postemployment benehts (SFAS
112), such as severance pay, disability, worker's
compensation and supplemental unemployment
benefits, We are required to adopt the new stan-
dard no later than 1994 We have not completed an
analvsis to determine the effect of adopting the
new standard.

GUARANTEES

Cleveland Electric has guaranteed certain loan and
lease obligations of two mining companies under
two long-term coal purchase arrangements. Toledo
Edison is alse a party to one of these guarantee
arrangements. This arrangement requires pay-
ments to the mining company for any actual out-
of-pocket idle mine expenses (as advance pay-
ments for coal) when the mines are idle for reasons
peyond the control of the mining company. At
December 31, 1992, the principal amount of the
mining companies’ loan and lease obligations guar-
anteed by the Operating Companies was $93
million.

CAPITALIZATION

{a) CAPITAL STOCK TRANSACTIONS

Shares sold, retired and purchased for treasury
during the three vears ended December 31, 1992 are
listed in the following table.

changes in health care costs, the assumed health 1982 1981 19%
care cost trend rate, work force demographics, plan (thousands of shaves)
provisions or interest rates. Like the retirement C's“‘"“ Bﬂ:xr Common ":‘d
income plans, these estimates reflect a discount rate e Al SO o -
assumption of 8.5% per yvear. The annual health Empioyee Savings Plan . _an 348 -
care cost trend assumption i 12% m 1992, reducing Total Common Stock Sales . . 2892 1,770
gradually to an ultimate annual rate of 6% in 1996 Treasury Shares. . .. a7 _gn Lﬂ)
and later years. Net Change .. .. . é—_@ g %,
The PUCO authorized us to defer for subsequent Preferred Stock of Subsidiaries
reco ey postretirement benefit costs that exceed W to “""d"‘z“"’""?“""
our ac, :al payments for the peried 1‘9?3-1’997. Thas , 91,50 Series Q _ . -, '
provision was part of the Rate Stabilization Pro- 88.00 Series R -~ 50 .
gram discussed in Note 6. The amount we can 90.00 Series S .. 7S - -
defer will be determined by the extent to which we C’"";gs‘“’s ':"“"'g Retirements a0 a0
are successful in reducing the added obligation by 8800 Series T (3 3 (3)
$37 million or 25% of the incremental costs ex- 2% S«inz - (2 o
pected when we got the order. We have until Sy il .
December 31, 1997 to make the reductions. }:,’ﬁ 22: ,H = (14) (::;
11350 Senes K .- (i) -
Adjustable Series M. . . (100)  (100) —
Toledo Edison Retirements
$100 par $1100 . . (25) (10 (10
9375 17y a7 (17
Preferred Stock of Subsidianes Not
Subject 10 Mandatory Redemption.
Cleveland Electric Retirements
Remarketed Series P S ) = .
Net Change o A8 _(81) (59
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Shares of common stock required for our stock
plans in 1992 were either acquired in the open
market, issued as new shares or issued from
treasury.

The Board of Directors has authorized the purchase
in the open market of up to 1,500,000 shares of ovs
common stock until June 30, 1994, As of Decem-
ber 31, 1992, 225,500 shares had been purchased at
a total cost of $4 million, Under a prior authonza-
tion, 2,510,000 shares were purchased between
March 1989 and March 1991 at a cost of $46 million.
Such shares are being held as treasury shares.

{b) COMMON SHARES RESERVED FOR ISSUE

Common shares reserved for issue under the Em-
plovee Savings Plan and the Employee Purchase
Plan were 2,506,550 and 521,423 shares, respec-
tively, at December 31, 1992,

Stock options to purchase unissued shares of com-
mon stock under the 1978 Key Employee Stock
Option Plan were granted at an exercise price of
100% of the fair market value at the date of the
grant. No additional options may be granted. The
exercise prices of option shares purchased during
the three years ended December 31, 1992 ranged
from $14.0° to $17 41 per share. Shares and price
ranges of outstanding options held by emplovees
were as follows:

1992 1% 1990
Options Quistanding at
December 31
Shares . 95,312 129798 168,655
Option Prices $ldN e $1409 0 $14MW 1o
$20.73 $20.73 $20.73

{¢) EQUITY DISTRIBUTION RESTRICTIONS
At December 31, 1992, consolidated retained earn-

ings were comprised almost entirely of the undis-
tributed retained earnings of the Operating
Companies. Substantially all of their retained earn-
ings were available for the declaration of dividends
on their respective preferred and common shares.
All of their common shares are held by Centerior
Energy.

Any financing by an Operating Company of any of
its nonutility affihates requires PUCO authoriza-
tion unless the financing is made in connection
with transactions in the ordinary course of the
companies’ public utilities business operations in
which one company acts on behalf of another.

{d) PREFERRED AND PREFERENCE STOCK

Amounts 10 be paid for preferred stock which must
be redeemed during the next five vears are $50
million in 1993, $41 million in 1994, $52 million in
1995 and $42 million in both 1996 and 1997,

T R S
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The annual mandatory redemption provisions are
as follows:
Shares Price
To Be  Begimming Per |
Redeemed " Share i

Cleveland Electnic Preferred:

$ 735 Series C .. ., 10000 1954 8§ 100
BEO0 Senes E ... . 3,000 1981 1.000
Adjustable Senes M . 100,000 1941 100
9125 Serves N ... ... 150,080 1983 100
150 Genes Q . ... ... 1074 1995 1,000
BRO0 Senes R 50,000 2001 1,000
00 Sepes S L. 18,750 1995 1,000
Toledo Edisom Preferred:

$100 par $9.375 . 16850 1985 100
25 par 281 .. . 400,000 1993 25

* All outstanding shares to be redeemed on December 1, 2001

Cleveland Electric has called for redemption the

remaining 97 outstanding shares of its Serial Pre-
ferred Stock, Remarketed Series P, in August 1993 ;
at a redemption price of $100,000 per share. ’

The ancualized preterred dividend recairement as
of December 31, 1992 was $66 million

The preferred dividend rates on Cleveland Elec-
tric’s Series |, M and P and Toledo Edison’s Series
A and B fluctuate based on prevailing interest rates
and market conditions. The dividend rates for
these issues averaged 7.59%%, 7.04%, 6.73%, 8.24%
and 9.09%, respectively, in 1992,

Under its articles of incorporation, Toledo Edison
cannot issue preferred stock unless certain earnings
coverage requirements are met. Based on earnings
for the 12 months ended December 31, 1992,
Toledo Edison could not issue additional preferred
stock. The issuance of additional preferred stock in
the future will depend on earnings for any 12
consecutive months of the 15 months preceding the
date of issuance, the interest on all long-term debt
outstanding and the dividends on all preferred
stock issues outstanding,

Preference stock authorized for the Operating
Companies are 3,000,000 shares without par value
for Cleveland Electric and 5,000,000 shares with a
$25 par value for Toledo Edison. No preference
shares are currently outstanding for either
company.

There are no restrictions on Cieveland Electric’s
ability to issue preferred or preference stock or
Tolado Edison’s ability to issue preference stock. _]

With respect to dividend and liquidation rights,
each Operating Company’s preferred stock is prior
to its preference stock and common stock, and
each Operating Company’s preference stock is
prior to its common stock.




{¢} LONG-TERM DEBT AND OTHER
BORROWING ARRANGEMENTS

Long-term debt, less current maturities, for the
Operating Companies was as follows:

Actual
ot Aperagy
Interest
Rate at
December 37, December 31,
Year of Maturity 15942 1992 199
{mrilhioms of
doliars)
First mortgage bonds.
19493 . ARS8 — § 30
1993 BSS —_ 50
1901 1375 — 4
1994 o 4375 25 5
1944 ‘ 1375 4 4
s , 1375 4 4
1995 700 ! 3
199 i 1375 - 4
1996 7.00 1 i
199¢ . G537 - Hx
997 10 BE 6 6
197 ! 1375 4 4
1997 T 1 1
1907 e 615 £} 3
1998 20012 802 433 122
20032007 8§32 k1] 218
2008 2012 A ! n 341 42
20132017 ' 8 %) 538 63
20182027 - 445 445
2023 . . ! 634 22
2 87 2.386
Term bank loans due
1064 1007 : 85 1 197
Medium term notes due
19942021 . : 592 Bl 835
Notes due 1994 1997 : 969 ol 102
Debentures due 2012 v 8.720 135 -
Debentures due 1997 rp T - -- 125
Pollution contral notes due
19942015 ! 1010 158 190
Other — net - 3 6
Total Long-Term Debt $1.694 $3841

Long-term debt matures during the next five years
as follows: $318 million in 1993, $88 million in
1994, $232 million in 1995, $242 million in 1996 and
$139 million in 1997,

The Operating Companies issued $760 million ag-
gregate principal amount of secured medium-term
notes during the 1990-1992 period. The notes are
secured by first mortgage bonds. At December 31,
1992, Cleveland Electric and Toledo Edison had
$35 million and $93 million, respectively, aggre-
gate principal amount of secured medium-term
notes registered with the SEC and awvailable for
issuance.

The mortgages of the Operating Companies consti-
tute direct first liens on substantially all property
owned and franchises held by them. Excluded
from the liens, among other things, are cash, secu-
nities, accounts receivable, fuel, supphes and, in
the case of Toledo Edison, automotive equipment.

Additional first mortgage bonds may be issued by
Cieveland Electric under its mortgage on the basis
of bondable property additions, cash or substitution
for refundable first mortgage bonds. The issuance
of additional first mortgage bonds by Cleveland
Electric on the basis of property additions s limited
by two provisions of its mortgage. One relates to
the amount of bondable property available and the
other to earnings coverage of interest on the bonds.
Under the more restrictive of these provisions
{currently, the amount of bondable property avail-
able ), Cleveland Electric would h ve been permit-
ted to issue approximately $329 million of bonds
based upon available bondable property at De-
cember 31, 1992, Cleveland Electric also would
have been permitted to issue approximately $432
mullion of bonds based upon refundable bonds a*
December 31, 1992, if Perry Unit 2 had been can-
celed and written off as of December 31, 1992,
Cleveiand Electric would not have been permitted
to issue any bonds based upon available bondable
property, but would have been permitted to issue
approximately $432 million of bonds based upon
refundable bonds.

The issuance of additional first morigage bonds by
Toledo Edison also is limited by provisions in its
mortgage similar to those in Cleveland Electric’s
martgage. Under the more restrictive of these pro-
visions (currently, the earnings coverage test),
Toledo Edison would have been permitted to issue
approximately $173 million of bonds at an assumed
interest rate of 9.5% based 1 available bond-
able property at December 31, 199" Toledo Edison
also would have been permittc 1 to issue approxi-
mately $266 miilion of bonds based upon refund-
able bonds at December 31, 1992 if Perry Unit 2
had been canceled and written off as of December
31, 1992, the amount of bonds which could have
been issued by Toledo Edisom would not have

changed.

Certain unsecured loan agreements of Toledo
Edison contain covenants relating to capitalization
ratios, earnings coverage ratios and limitations on
secured financing other than through first mort-
gage bonds or certain other transactions. An agree-
ment relating to a letter of credit issued in
connection with the sale and leaseback of Beaver
Vallev Unit 2 contains several financial covenants
affecting Centerior Energy and the Operating Com-
panies. Among these are covenants relating to
earnings coverage ratios and capitalization ratios.
Centerior Energy and the Operating Companies
are in compliance with these covenant provisions.
We believe Centerior Energy and the i
Companies will continue to meet these covenants
in the event of a write-off of the Operating Com-
panies’ investments in Perry Unit 2, bamring un-
foreseen circumstances.
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(11) SHORT-TERM BORROWING ARRANGEMENT S

Our bank credit artangements at December 31, 1992
were as follows:
Cieorianid Toledo  Sermice
Llevtric Edison  Company Total
{milhions of dollars)
Bank Lines of Credit $137 70 $H $215

There were no borrowings under these bank credit
arrangements at December 31, 1992, An additional
$5 million line of credit s available to the Service
Company under a $30 million Cleveland Electric
line of credit, if unused by Cleveland Electric. The
$5 million hne of credat is included in the Cleve-
iand Electric total.

Short-term borrowing capacity authorized by the
PUCO annually is $300 million for Cleveland Elec-
tric and $150 million for Toledo Edison. The Oper-
ating Companies are authorized by the PUCO te
borrow from each other on a short-term basis.

Most borrowing arrangements under the Operating
Companies’ short-term bank lines of credit require
a tee of 0.25% per year to be paid on any unused
portion of the lines of credit. For those banks
without fee requirements, the average daily cash
balance in the Operating Companies’ bank ac-
counts satisfied informal compensating balances.

At December 31, 1992, Cleveland Electric and To-
ledo Edison had $10 million and $40 million, re-
spectively, of short-term notes outstanding under
an uncommitted financing facility. Each of the Op-
erating Companies can borrow up to $40 million
until the agreement is canceled by any party.

At December 31, 1992, the Operating Companies
had no commercial paper outstanding. If commer-
cal paper were outstanding, it would be backed
by at least an equal amount of unused bank lines
of credit.

The fee for the Service Company’s lines of credit is
0.25% per yuar to be paid on any unused portion of
its lines of credit.

No formal short-term borrowing arrangements
have been established for Centerior Energy.

(12) FINANCIAL INSTRUMENTS’ FAIR VALUE

The estimated fair values at December 31, 1992 of
financial instruments that do not approximate
their carrying amounts are as follows:

Carrymg Fair
Amount  Value
imiltioms of
dollars)
Nuclear Plant Decommussioning Trusts $ 2 § &
Preterred Stock, with Mandatory
Redemption Provisions {including
curent portion) . ... . . 405 408
Long- Termy Dietn (mcludmg current
portion) . .. : : 407 4,307
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The fair value of the nuclear plant decommission-
ing trusts is esti-"ated based on the quoted market
pnces for the investrnent securities. The fair value
of the Operating Companies’ preferred stock with
mandatory redemption provisions and long-term
debt is estimated based on the guoted market
prices for the respective or similar issues or on the
basis of the discounted value of future cash flows.
The discounted value used current dividend or
interest rates (or other appropriate rates) for simi-
lar issues and loans with the same remaining
maturnities,

The estimated fair values of all other financial
instruments approximate their carrving amounts in
the Balance Sheet at December 31, 1992 because of
their short-term nature.

(13) QUARTERLY RESULTS OF OPERATIONS

(UNAUDITED)

The following is a tabulation of the unaudited
quarterly results of operations for the two years
ended December 31, 1992,

Quarters Ended
March 31, Jure 30. Sept 30 Dec 31
{millions of doliars,
except per share gmounts)
1992

Operating Revenues §592 $561  §685  SeD0
Operating Income $122 §115 19 $100
Net Income § 23 $§20 122 S&
Average Common

Shares (millions) ... 1906 1416 1420 1425
Eamings Per Common

Share ... .. : $ 6 $14 $8 $33
Dividends Paid Per

Common Share $ 40 $ 40 § 40 $ 40

199

Operating Revenues 609 645 716 $590
Operating Income. .. §129 $l46 FIR2 $123
Net Income . el R $52 $9% §5
Average Common
~ Shares {millions) . 1384 1389 1383 1397
Eamings Per Common

SR L o s $ 26 $37 S$68 §3
Dividends Prid Per

Commen Share. . .. §.40 $40 S40 § 40

Earnings for the quarter ended September 30, 1992
were increased by $41 million, or $.29 per share, as
a resuit of the recording of deferred operating
expenses and carrying charges for the first nine
months of 1992 totaling $61 million under the Rate
Stabilization Program approved by the PUCO in
October 1992. See Note 6.

Earnings for the quarter ended December 31, 1991
were increased by $40 million, or $.29 per share, as
a result of year-end adjustments of $28 million to
reduce depreciation expense for the year for the
change in the nuclear plant straight-line deprecia-
tion rate to 2.5% (see Summary of Significant
Accounting Policies) and $28 million to increase
phase-in carrving charges for an adjustment to 1991
wost deferrals (see Note 6).
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Executives of Centerior Energy Corporation and Centerior Service Company



Financial and Statistica) Review

Operating Revenues (millions of dollars)

Stearr Total
Totai Total Hrating Operating
Year Resigential COMmImeTeis mdustria Other !\Pi:lj \'\"'_\:-h-auu - i“u_m i & S-q: ; ] Risjrmm
1942 $732 706 7ok 143 2 347 91 2 438 - $2 438
199] 777 723 783 18K 2471 RO 2 560 - 2 560
1990 719 HhY e 190 2 357 70 2427 - 2427
1989 e 617 747 204 2 254 107 2 361 — 2 sl
1988 637 53K 676 R4 1935 120 2055 - 2 055
1982 502 407 553 74 1 536 47 1 583 26 i 609
Operating Expenses (millions of dollars)
Orthver Deferred
Fuel & Upreration Depreciation Taxes Operating Federal Tota!
Purchased A Other Than Expenses Income Operating
Year Power Maintenand Amorization ¥ 1] '\v‘_' 7_5_12_ Pt E’fﬂtr_‘_’"_
192 $473 784 256 318 (52) 122 $1 901
1991 50) L) 243{a) 305 (6) 138 1 981
1950 472 863 242 283 (34) 96 1 922
1489 473 Bal) 273 260 (59) 22 1929
TORN 408 L 265 2t { 188) 124 1743
1982 474 367 130 148 - 152 1271
Income {Loss) (millions of dollars)
Federal
Oithen Income Income Prelerred &
Income & Delerred Taxes Relore Preference
Ciperating AFUIIM Dmductions Carrving Credit Interest Dietn AFULX Stk
Year neome Egquity ) ‘w-_ L ‘r.m!;n« (Expernse ) Charges lnu-_.":x'. L)\'_i_"_ AL I]l\?_dr-nd?_
1992 §537 2 Y 100 {7) 641 65 {1) 65
199] 579 9 6 110 (3G) 674 81 {5) 3]
1900 505 ~ (1) 208 (i3 704 384 {(6) 2
1989 432 17 14 299 {(73) 689 09 (13} b6
198K 312 14 (489)(b) 372 131 340 378 (6} 70
1982 338 126 (2} - 41 503 239 {50) o4
Income (Loss) (miilions of doilars) Common Stock (dollars per share & %)
Income | Loss
Betone Return on
£ umulative C umnulative Averaps Averpge
BEftect of ar Etlect of ar Net Shares { pmimon
ACOUNTTIg AcCounting Ineame Ortstanding Earmngs Stk Dividends Book
Y ear Change € ".um:f { Lo ‘ﬂ"“,'f s ‘f“f'f §:‘i,","f ,,D""L“_ff‘"_,, - \_‘[ﬁ
1992 $212 $212 i41.7 $ 1.50 7.4% $1.60 20.22
1991 237 237 1391 1.71 £4 1.60 2037
1980 264 264 1389 190 v4 1.60 20.30
1989 267 267 1405 190 96 1.60 1999
198K {102} 28i¢) (74) 140 8 (0.53) (25) 184 1968
1982 250 250 87 8(4) 284(d) 148 209(4) 19.39(d)

NOTE: 19R2 data 15 the result of combining and restating Clevels 1d Electric and Toledo Edison data

a) In 1991, the Operating Companies adopted o change in accoanting for nuciear plant deprecishion, changing from the units-of-production
method to the straight-line method a1 a 2.5% rate

(1) Includes write-off of nuclear costs in the amount of $534 miflien in 1988

{c) In 198R. the Operating Companies adopted a change in the method of accounting for unbilied revenues
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CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

Electric Sales (millions of KWH) Electric Customers (vear end) Residential Usage
Industrial KW Per Per
Year Residerdial  Commersial  Indosinial  Wholesale  Other  Total  Residentis]  Commercial & Other Total Customer  KWH__ Customer
1992 .. & 666 7 086 11551 2814 1011 20128 925099 96 #13 12741 1034653 7227 1098¢ $79368
1991.... 6981 7176 11559 269 1048 20454 921995 96449 12843 1031287 7430 1116 82710
1990. ... 6666 6 848 12168 2 487 950 29128 SIBHAS 94522 12906 1026393 TO0M 1082 76593
1989 .. & 806 © B30 12520 3235 996 30 3R7 914020 93B33 12763 1020616 7295 JOOB 7375R
1988.. . 6920 6577 12793 © 1828 946 29064 909182 92132 12305 1013619 7462 921 69006
198Z. .. 6 247 5520 9955 1526 B27 23075 BE3I 197 B5356 11471 980024 6884 804 55537
Load (MW & %) Energy (millions of KWH) Fuel
e -
o i Pesh Capacity Load Company Generated Purchased Fuel Cost BTU Per
Year of Peak Lo Margin Factor Fonsil Nuciear Towal Power Total e KWH. KWH
1992 .. ... & 430 5 093 208% 634% 17 371 13 814 31 185 (122) 31 063 145¢ 10 395
;) (T 6453 5 361 169 629 15 041 13 454 31 495 40 31535 1.48 10 442
5000 ... . b 437 5 261 183 636 21 114 9 481 30 595 413 31 008 152 10 354
1989 6 430 5 389 16.2 3.3 203174 12122 32 296 b4 | 32 317 147 10 435
1988 ... 5525(¢) 5673 {2.7) 608 21 576 7805 29 381 1 8§85 3] 266 159 10 410
1982 ...... 6 546 4 296 344 66.5 20 882 321970 2410 1720 25 821 1.80 10 404
Investment (millions of dollars)
Construction
Utiliay Accumulated Propens Nuclear P;:tvdﬂ Uity
Pant in Depreciation & Net & Permy Fuel and Plant mfd Plant Total
Year Service Amortization Plang Ut 3 Other fguipment Additions Assets
1992 .. §9 349 2 488 6961 7K1 424 $8 166 $200 £12 071
1991 . . 8 RBR 2274 6614 853 503 7970 204 11 820
b | & 636 2039 6 597 921 S68 B (86 251 11 681
1989 B 398 1824 6 574 445 592 B 111 217 11 454
1988 . 8144 1569 6 575 1010 643 8 228 343 11 360
1982 ...... 4019 965 3054 2142 277(1) 5473 671 6 152
Capitalization (millions of dollars & %)
Proferved & Preference Proterved Stock, without
Stack, with Mandatory Mandatory Redemption
Year Comman Stock Eguity Redemption Provisions . Long-Term Deln Total
wee ... 32 589 3% 364 5% 354 5% 3 6% 5i% $7 3m
199 2 855 38 332 4 427 6 3 841 52 7 455
1980 ... 2810 39 237 3 427 & 3729 52 7 203
mee...... 2 795 40 251 4 427 6 3534 50 7 037
Nes .. ... 277 39 304 4 427 6 3 552 51 7 055
1982 .. ... 1 K38 38 418 L4 265 5 2318 45 4839

(d) mmmwmunawmmpumm the Cleveland Electric 111 (ovmmdunynbomﬂbe‘faldnﬂdhenw for-
one exchange rato for Centenior Energy shares at the date of aHiliation, April 29 1986,

{e) Capacity data reflects extended generating unit ouwtage for renovation and mprovements.
{£) Restated for effects of capitalization of nuclear fuel lease and financing arrangements pursuant to Statement of Financial Accounting Standards 71
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Owner information

DIVIDEND REINVESTMENT AND STOCK PURCHASE
PLAN AND INDIVIDUAL RETIREMENT ACCOUNT
(CX*IRA)
The Company has a Dividend Remvestment and Stock
Purchase Flan which provides share owners of record
and customers of the Company's subsidiaries a
convenient means of purchasing shares of Company
common stock by investing all or a part of their

In agdinen, individuals may establish an mdividual
reirement gccount (1RA }which invests in Company
common stock through the Plan Informanon relating

Owner Services at the Company

SHARE OWNER SERVICES
lost certificates, dividends and changes of address
should be directed 1o Share Owner Services at the
Company. To reach Share Owner Services by phone
La'!]
In Cleveland area 642-6000 or 4472300

Outside Cleveland area 1-B00-433-7764

Please have yvour account nmaber ready when calling

INVESTOR RELATIONS
Inguiries trom secunty analysts and institutional
investors shouid be directed 1o Terrence R Moran
Manager-Investor Relavons, at the Company 's mail
address or &"s ulr;"rl e at il 216) 457-28R2

TRANSFER AGENT
Centenior !'Il:‘.*g\ Larporaton
Share Owner Services
PO, Box 94861
|

Cleveland, Ohio 42101 -466]

Stock rransiers may be presented at
PNC Trust Comipany of New Yord
40 Broad Street, Filth Floos

New York, NY. 10004

REGISTRAR
Seciety National Bank
Corporate Trust Division
PO, Box 6477
Cleveland, Ohio 44101

EXECUTIVE OFFICES
Centerior Energy Corporation
6200 Oak Tree Boulevard
Independence. Olo
Telephone 1216)447-3100
FAX (216)487-3240

MAIL ADDRESS
Centerior Energy Corporation
P O. Box 94661
Cleveland. Ohis 44101 -4661

guarterly dividends as well #s making cash investments

to the Plan and the CX*IRA may be obtaned from Share

Communicanons ::gud.m‘, stock transter reguirements

CX*IRA CUSTODIAN
All communications about an existing CX*IRA should
be direcied 10 the Custodian at the address or
telephone numbers listed below
Society Nanenal Bank
Custodian, CX*IRA
PQ Box 6477
Cleveland. Jhio 44101
In Cleveland area 737-5745
Elsevhere in Ohio
1-B. 3-362-0697, Extension 5745
Qut  i1e Ohio
1-800-321-1355. Extension 5745

INDEPENDENT ACCOUNTANTS
Arthur Andersen & Co
1717 East Ninth Street
Cleveland, Ohio 44114

COMMON STOCK
Listed on the New York, Midwest and Pacific Stock
Exchanges Options are traded on The Pacific Stock
Exchange New York Stock Exchange symbol—CX
Newspaper abbreviation—CentEn or CentrEngy.

ANNUAL MEETING
The 1993 annual meeting of the share owners of the
Company will be held at 10 a.m. on April 27, 1993 at
Executive Caterers at Landerhaven in Mayfield Heights,
Ohio. Owners of common stock as of February 26,
1993 the record date for the meenng, will be eligible
1o vote on matters brought up for share owners’
consideration

ENVIRONMENTAL REPORT
The Company will furnish to share owners, without
charge, a copy of a report on its environmental
performance Requests should be directed to Share
Owner Services

FORM 10-K
The Company will furnish to share owners, without
charge a copy of its most recent anniual repon to the
Secunties and Exchange Commission. Requests should
be directed to Share Dwner Services

AUDIO CASSETTES
Share owners with impaired vision may obtain audio
cassettes of the Company's Quarterly Reports and
Annual Report. To obtain & cassette, simply write or
call Share Owner Services. There is no charge for
this service
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