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Donsld C. Shetion 300 Madisor Avenue
Vice President - Nuckal Toledo, OH 43652 0001
Davis Besse (419) 249.2300

Docket Number 50-346
License Number NPF-3
Serial Number 1935

May 2, 1991

United States Nuclear Regulatory Commission
Document Control Desk
Vashington, D. C. 20555

Subject: Annual Financial Report
Gentlemen:

In accordance with 10CFR50.71(b) Toledo Edison hereby submits its annual
financial report, including the certified financial statements. Attached are
the Toledo Edison Company 1990 Annual Report and Form 10-K, the Annual Report
to the Securities and Exchange Commission for the fiscal year ended

December 31, 1990,

Very truly yours,
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attachments

cc: P. M. Byron, DB-1 NRC Senior Resident Inspector
A. B. Davis, Regional Administrator, NRC Region III
J. R. Hall, NR” Senior Project Manager
M. D. Lynch NRC Cenior Project Manager
Utility Radiological Safety Board
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Securities registered pursuant to Section 12(b) of the Act:

Name of each exchange

Title of each class on vhich registered

Registrant

Centerior Energy
Corporation

Common Stock,
vithout par value Nev York Stock Exchange
Midvest Stock Exchange

Pacific Stock Exchange

e I

-

The Cleveland Electric
Illuminating Company

Cumulative Serial Preferred
Stock, without par value:

$7.40 Series A Nev Yoik Stock Exchange
§7.56 Series B Nev York Stock Exchange
Adjustable Rate, Series |. Nev York Stock Exchange
First Mortgage Bonds:
8-3/B% Series due 1991 Nev York Stock Exchange
3-7/8X Series due 1993 Newv York Stock Exchange
4-3/8% Series due 1994 Nev York Stock Exchange
8-3/4X Series due 2005 Nev York Stock Exchange
9-1/4X Series due 2009 Newv York Stock Exchange
9.85% Series due 2010 New York Stock Exchange
8-3/8BX Series due 2011 Nev York Stock Exchange
8-3/8% Series due 2012 Nev York Stock Exchange
The Toledo Edison Cumulative Preferred Stock,
Company par value $100 per share:
4-1/74X% Series American Stock Exchange
8.32X Series American Stock Exchange
7.76% Series American Stock Exchange
10X Series American Stock Exchange
Cumulative Preferred Stock,
par value $25 per share:
8.84X Series Nev York Stock F _hange
$2.365 Series Nev York Stock Exchange
Adjustable Rate, Series A New York Stock Exchange
Adjustable Rate, Series B New York Stock Exchange
$2.81 Series Nev York Stock Exchange
First Mortgage Bonds:
9% Series due 2000 Nev York Stock Exchange
7-1/2% Series due 2002 New York Stock Exchange
BX Series due 2003 Nev York Stock Exchange
9.65% Series due 2006 New York Stock Exchange
9-5/8X% Series due 2008 New York Stock Exchange
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This combined Form 10-K is separately filed by Centerior Energy Corporation,
The Cleveland Electric Illuminating Company and The Toledo Edison Company .
Information contained herein relating to any individual registrant is filed by
such registrant on its owvn behalf. No registrant makes any representation as
to information relating to any other registrant, except that information
relating to either or both of the Centerior Utilities is also attributed to
Centerior Energy.

GLOSSARY OF TERMS

The following terms and abbreviations used in the text of this report are
defined as indicated:

Term Definition
AFUDC Allovance for Funds Used During Construction.
AMP-Ohio American Municipal Power-Ohio, Inc., an Ohio

not-for-profit corporation, the members of
vhich are certain Ohio municipal electric
systems.
Beaver Valley Unit 2 Unit 2 of the Beave: Valley Fower Station, in
vhich the Centerior Utilities have ownership
and leasehold interests.

CAPCO Group Central Area Power (oordination Group.
Centerior Energy or Centerior Centerior Energy Co:poration.
Centerior System Centerior Energy, the Centerior Utilities and

the Service Company.

Centerior Utilities Cleveland Electric and Toledo Edison.

(individually, Centerior

Utility)
Clean Air Act Federal Clean Air Act of 1970 as amended.
Clean Air Act Amendments :ovember 1990 Amendments to the Clean Air
ct.
Clean Vater Act Federal WVater Pollution Control Act as
amended.
Cleveland Electric The Cleveland Electric Illuminating Company,

an electric utility subsidiary of Centerior
Energy and a member of the CAPCO Group.

Consol Consolidation Coal fompany.
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CAPCO GROUP

Cleveland Electric and Tolede Edison are members of the CAPCO Group, a pover
pool created in 1967 vith Duquesne, Ohio Edison and Pennsylvania Power. This
pool affords greater reliability and lover cost of providing electric service
through coordinated generating unit operations and maintenance and generating
reserve back-up among the five companies. In addition, the CAPCO Group has
completed programs to construct larger, more efficient electric generating
units and to strengthen interconnections vithin the pool.

The CAPCO Group companies have placed in service nine major generating units,
of which the Centerior Utilities have ownership or leasehold interests in
seven (three nuclear and four coal-fired). Construction of another nuclear
generating unit (Perry Unit 2) has been suspended (see Note 3(c)). Each
company owns, as a tenant-in-common, or leases a portion of certain of these
generating units. Each company has the right to the net capability and
associated energy of its respective ownership and Jeasehold portions of the
units and is, severally and not jointly, obligated for the capital and oper-
ating costs equivalent to its respective ownership and leasehold portions of
the units and the required fuel, except that the obligations of Pennsylvania
Pover are the joint and several obligations of that company and Ohio Edison
and except that the leasehold obligations of Cleveland Electric and Toledo
Edison are joint and several. (See “Operations--Fuel Supply’.) The company
in vhose service area a generating unit is located is responsible for the
operation of that unit for all the owners, except for the procurement of
nuclear fuel for a nuclear generating unit, Each company owns the necessary
interconnecting transmission facilities within its service area, and the other
CAPCO Group companies contribute toward fixed charges and operating costs of
those transmission facilities.

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

CONSTRUCTION AND FINANCING PROGRAMS

Construction Program

Although the Centerior System has completed its generating unit construction
program, it is carrying on a continuous program of constructing transmission,
distribution and general facilities and modifying existing generating facil-
ities to meet anticipated demand for electric service, to comply with
governmental regulations and to improve the environment. The Centerior
System’s  integrated resource plan for the 1990s combines demand-side
management programs with maximum utilization of existing generating capacity
to postpone the need for new generating units until later in the decade.
Demand-side management programs, such as direct load control, residential
appliance interlocks, curtailable load, thermal storage and energy management,
are expected to reduce peak load growth and increass energy usage in off-peck

periods. The next increment of generating capacity to be constructed by the
Centerior Utilities is expected to be relatively small, 100,000-150,000-
kilowatt units with short construction lead times. According to the current

long-term integrated resource plan, and assuming construction on Perry Unit 2
is not resumed in the interim (see Note 3(c)), the Centerior System plans to
put into ser~ice 110,000 kilowetts of such generating capacity in 1999 or
2000,
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vhose primary product 1is purchased by the tvo steel producing facilities)
vould reduce Centerior Energy’'s and ('levela.d Electiic’'s net income by about
$39,000,000 based on 1990 sales levels.

The largest customer served by Toledo Edison ig a major automobile manuf,
tuter. Sales to this customer in 1990 accounted for 1X and 3X of the 1s .
total electric operating revenues of Centerior Energy and Toledo Edison, re-
spectively. The loss of this customer vould redv:e Centerior Energy’'s and
Toledo Edison’s net incoae by about $11,000,000 based on 1990 sales levels.

Operating Statistics

Centerior System

Years Ended December 31
50 1989 1688

——— — - ———

Energy Generated (Millions of k¥Wh):

21k 5

Net Generation 30,595 12,296 29,381
Net Purchases 1,926) _ (2,785) 920
Total Energy ' .
Electri. Sales (Millions of kWh):
Resici1tial 6,666 6,806 6,920
Commercial 6,848 830 6,577
Industrial 12,168 12,520 12,793
Vholesale 148 429 863
Other 959 N 996 946
Total Electric Sales -
Customers (End of Period):
Residential 918,965 914,020 909,182
Commercial 94,522 93,833 92,132
Industrial & vther 12,906 12,763 12,305
Total Electric Customers m Lm Im
Operating Revenues (In Thousands):
Resicential $ 719,078 § 685,735 $§ 637,329
Commercial 668,910 616,202 53/,861
Industrial 779,391 746,534 675,584
Other 189,754 204,769 84,524
Total Retail 7,357,133 7,253,940 , 935,
Vholesale 10,542 48,496 102,262
Total Opera’ing Revenues $ S 8






Toledo Edison

R

Energy Generated (Millions of k¥h):

Net Generation
Net Purchased
Total Energy

9,754

5499)

Electric Sales (Millions of kWh):

Residential
Commercial
Industrial
Vholesale
Other

Total Electric Sales

Customers (End of Period):

Residential
Commercial
Industrial & Other

Total Electric Customers

1,950
1,614
3,617
932
fyt

bl

253,965
25,822

4,555
Wi

Operating Revenues (In Thousands):

Residential
Commercial
Industrial
Other

Total Retail
Vi lesale

Total Operating Revenues

$223,920
174,540
235,578

79,535
711,673

113,513
S

.16 -

10,7%8

51:115)

2,017
1,622
3,740
1,175

495

253,234
25,803
4,434

ELAN

$215,932
163,991
22(,680

99,451
706 054

120,749

20,000

Years Ended December 31
A g 46

9,145
385

2,068
1,579
3,780
938
L74

251,590
25,526

4,102
ZEL216

§200,916
142,696
199,521

14 961
¥98, 394

49,903
s ¥



Operating Nuclear Units

|
The Cente jor Utilities’' generating facilities inc)ude, among others, three
nuclear wunits ovned or leased by the CAPCO Group--Periy Unit 1, Beaver Valley |
Unit 2 and Davis-Besse. Ther. three units are in commercial operation. |
Cleveland Electric has responsibiiiiy for operating Perry Unit 1, Duquesne has |
responsibiiity for operating Beaver Valley Unit 2 and Toledo Edison has re-
sponsibility for operating Davis-Besse. Cleveland Ilectric and Toledo Edison |
ovn, respectively, 31.11% and 19.91% of Perry Unit 1, 24.47% and 1.65% of |
Beaver Valley Unit 2 and 51,38 and 4B.62% of Davis-Desse. Cleveland Electric
and Toledo Edison also lease, as joint lessees, another 18.26% of Beaver ‘
Valley Unit 2 as & result of a September 1987 sale and leaseback transaction l
(see Note 2).
I
I
|

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

The nuclear plant performance standards set for the Centerior Utilities for

the 1991 1998 period as a result of the PUCO's January 1989 rate orders (see

“Electric Rates--1989 Rate Orders" and Note 6) vill Le based on rolling three-

yeat industry averages of operating availability for pressurized water

reactors and for boiling vater reactors. Operating availability is the ratio

of the number of hours a unit is available to generate electricity (vhether or

not the unit is oper..ed) to the number of hours in the period, expressed as a
percentage. At year-end 1990, the industry three-year average operating
availability for pressurized wvater reactors such ag Davis-Besse and Beaver |
Valley Unit 2 was 73% and for boiling vater reactors such as Perry Unit 1 vas |
73%.  Initially, the averages of the Centerior nuclear units over the 1988- |
1990 period vil! be the basis for comparison agains! the appropriate industry |
average over the same period. As of January 1991, the three-year average |
operating availability of the Centerior Utilities’ pressurized vater reactors

vas BOX and boiling vater reactor vas 65%. These averages will produce a

banked performance benefit of betveen 83,000,000 and 8§4,000,000 under the

terms of the PUCO’'s Janvary 1989 rate orders for the first three-year
accounting period. This banked benefit can be used to offset future below-

standard performance if that should occur,

In the spring of 1990, Davis-Lesse had a modificaiion and refueling outage
vhich lasted about five months. The long duration wvas required to fulfill the
Centerior Utilities’ commitment to the NRC to complete its Performance
Improvement Program in an expeditious manner. As a i1esult, Davis-Besse had an
operating availability of 55.2% for 1990. 1In September 1990, Perry Unit 1 and
Beaver Valley Unit 2 commenced refueling and maintenance outages vhich lasted
until January 1991 and November 1990, respectively. These outages tesulted in
operating availabilities for 1990 of 45.3% for Porry Unit 1 and 76.9% for
Beaver Valley Unit 2. Siiice iheir return to service, all three units have
experienced high availability factars. The situation vhere all three nuclear
units are down for refueling in the same year will repeat itself every three
years due to Centerior’'s 18-month fuel cycle cperating strategy and the
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kilovatts of CPP's energy requirements over two 138 kV interconnections.
Hovever, in recent years, CPP has not made significant pover purchases from
Cleveland Electric. In 1990, Cleveland Electric provided less than 1% of
CPP's energy requirements, The balance of CPP's pover is purch~sed from other
sovrces and transmitted or ‘“vheeled" over Cleveland Electric's transmission
system, Tor all classes of customers, Cleveland Electric’s rates are higher
than CPP's rates due largely to lover-cost pover available to CPP and to the
exemption from taxation enjoyed by CPP. 1In 1982, CI'P announced its intention
to convert some of Cleveland Electric's customers io its serice., 1In 1987,
the City of Cleveland sold $50,000,000 of special obligation bonds payable
only from revenues of CPP. CPP stated that it plans to use the proceeds
primarily to construct by 1992 nev transmission and distribution facilities |
extending into easterly portions of Cleveland, comprising over 20X of the area |
of the City, which nov are served exclusively by Clevaland Electric. The |
construction schedule of CPP is intended to enalle it to start offering |
service in that area as early as 1991 to residential and commercial customers |
(including some classified as small industrial by Cleveland Electric) and

various City facilities. The expansion, as nov planned, could take avay about

20,000 of Cleveland Electric’'s customers, primarily residential users, over

the next several years., This could reduce Cleveland Electric’'s revenues by

about $§10,000,000 although there would be partially offsetting reductions in
operating expenses and taxes. Cleveland Electiic has retained large
commercial and industrial customers in Cleveland despite CPP's expansion

efforts, primarily because of Cleveland Eleciric’'s higher level of
reliability. Over the past three years, Cleveland Electric nas experienced

the net loss of an insignificant number of customers (about 2,400), vhich vere
primarily residential, to the CPP system,

In May 1988, the Ohio Supreme Court ruled that CPP must pay back the loan of
approximately $29,400,000 it had received from tax revenues of the City of
Cleveland, which loan was subsequently forgiven by the City. Cleveland
Electric had filed a suit in August 1984 on behal! of itself and all other
taxpayers in the City of Cleveland claiming that 'he transfer of tax funds
from the City to CPP vas in violation of the City’s charter. The Ohio Supreme
Court agreed vith Cleveland Electric and remanded tle case to the trial court
for a determination of a repayment plan for the 1eimbursement of tax funds
vith proper interest, In June 1990, a Cuyahoga County Common Pleas Court
ruled that CPP must repay at least $20,000,000 to the City plus interest to be
determined by that Court, In July 1990, the City announced that it would
appeal the Court’s ruling, but authorized an increase in CPP's electric rates
to cover the repayment if the appeal proves unsuccessful. In November 1990,
the Common Pleas Court affirmed the repayment plan submitted by the City of
Cleveland vhich requires CPP to repay the City about $46,900,000 over a period
ending in 2000. The repayment plan has been appealed to the Cuyahoga County
Court of Appeals by both the City and Cleveland Eleciric.

Also in November 1990, voters in the City of Cleveland approved an amendment
to the City's Charter vhich would allov the City 1o transfer tax monies 1o

support municipal utility departments, including CI'P, without requiring the
repayment of such transfers.
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' The City of Painesville owns and operates an electric generation and distribu-
tion system vhich supplies electric pover exclusively to customers in the City
u of Palnesville. 1t also serves small portions of Fainesville and Perry Town-
, ships which also are served by Cleveland Electric. The number of customers
served by the Painesville system is approximately 1X of the number of cus-
tomers served by Cleveland Electric. Cleveland Electiic has a 138 kV inter-
connection wvith the City of Peinesville and provides pover for emergency
purposes only.

Cutrently, two commercial customers and one industiiai customer of Cleveland

i Electric have cogeneration installations. A number of customers have inquired
about cogeneration applications although there vere no nev installations in
1990, Cogeneration vendors continue to bhe active in Cleveland Electric's
service area.

Toledo FEdison, Located vholly or partly within Toledo Edison’s service area

are six rural electric cooperatives, five of vhich are supplied vith pover,

transmitted in some cases over Toledo Bdison's facilities, by Buckeye Pover,

Inc, (an affiliate of a number of Ohio rural electiic cooperatives) and the
| sixth is supplied by Toledo Edison.

i
|
!
Also located vithin Toledo Edison’'s service area are 16 municipally owned '
electric distribution systems, three of which are =upplied by other electric ‘
systemg. Toledo Edison seirves the other 13 municipalities at vholesale rates |
through AMP-Ohio. 1In December 1989, Toledo Edison commenced billing AMP-Ohlo |
under a nev agreement vhich is in the process of being approved by the FERC.
inder this new 20.year agreement, Toledo Edison will supply certain pover 1
requirements of AMP-Ohio and transmission service for 13 of its municipal ;
members., Rates under the proposed contract are permitted to increase annually |
to compensate for increased coste of operation. Less than 2% of Toledo ]
Edison's total electris operating revenues in 1990 vas derived from sales 1
under the AMP-Ohio contract. |
1

The municipalities vhich have untered into an agreement with AMP-Ohio have
been purchasing some of their povir needs from other sources at rates lover
than Toledo Edison’s and transmitting and delivering such pover through Toledo
Edison’s transmission and distribution systems, |

In November 1987, the City of Clyde, Ohio, initiated plans to establish and

operate a municipally owned electric distribution system. Toledo Edison’s

largest customer in Clyde, which accounted for about 758 of Toledo Edison's

total sales to Clyde and represented over §5 million in annual revenues,

converted to the Clyde system in March 1989, As of March 1991, the distri-

bution system was 90X complete, and about 1,900 Toledo Edison customers in
| Clyde (over 80% of the total) have converted or have requested conversion to
Clyde Light & Pover. For most customer classes, Toledo Edison’s rates are
significantly higher than Clyde’'s rates.

In October 1989, the City of loledo adopted an ordinance establishing an
Electric Franchise Revievw Committee for the puipose of studying Toledo
‘ Edison's franchise agreement with the City to deteimine if alternate energy
sources are available. The committee 15 investigoting the feasibility of
establishing a municipal electric system within the Clty of Toledo and the
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Name

-—————

Murray R. Edelman

Edgar H, Maugans

Lyman C. Phillips

Age
51

56

51

Business Experience Effective Date
(Positions as Indicated) of Position
*Executive Vice President- April 1990

Pover Generation o! the
Service Company
*Executive Vice President of July 1988
Centerior
President of Toledo Edison July 1988
Vice President-Nuclear April 1986
of the Service Company and
Senior Vice President-Nuclear
of Cleveland Elect: e
Vice vresident-Nuclear of Cecember 1982
Cleveland Electric

*Executive Vice President of April 1990
Centerior and *Executive
Vice President -Finance &
Administration of the
Service Company
*Vice President and Chief April 1990
Financial Officer of Cleveland
Electric and Toledo Edison
Senior Vice President-Finance April 1988
of Centerior
Senior Vice President-Finance April 1986
of the Service Company

Vice President-Finance of February 1986
Centerior
Vice President-Finance of February 1979

Cleveland Electric

*Executive Vice President- April 1990
Customer Operations of the
Service Company and *Chairman
of the Board and Chief
Executive Officer of Toledo
Edison and *Chief Executive
Officer of Cleveland Electric
*Executive Vice Prerident of July 1988
Centerior and *President of
Cleveland Electric
Executive Vice President of June 1987
Toledo Edison and
Senior Vice President of
Centerior
Senior Vice Presiden! - April 1986
Administration of the
Service Company

Senior Vice Presiden:, January 1984
Administration of 7To0ledo
Edison




Name

Fred ). Lange, Jr.

Paul G. Busby

Gary M. Havkinson

o

. Lyle Pepin

Age
41

42

42

49

R R R R R O R RO

Business Experience
(Positions as Indicated)

*Vice President-Legal &
Corporate Affairs of
Centerior and the fLervice
Company and *Vice I'resident
of Cleveland Electi i~ and
Toledo Edison

General Attorney and Senior
Director of Governmental
Affairs of the Service
Company

Assistant General Counsel
and Principal Corpourate
Counsel of the Service
Company

Secretary of Toledo Fdison

General Counsel of Toledo
Edison

Partner of Fuller & Henty

*Controller of Cleveland
Electric and Toledo Edison

*Controller of Centerior

*Controller of the Seivice
Company

Controller of Toledo Edison

*Treasurer of Cleveland
Electric and Toledo
Edison

Assistant Treasurer of
Cleveland Electric
Assistant Treasurer of

Toledo Edison

*Treasurer of the Service

Company

*Treasurer of Centerior

Assistant Secretary of
Toledo Edison

Assistant Treasurer of
Toledo Edison

*Secretary of Cleveland
Electric and Toledn Edison

*Secretary of the Service

Company
Assictant Secretary of
Cleveland Electric and
Toledo Edison
*Secretary of Centerior
Secretary of Cleveland
Electric

&2y -

Effective Date

of Position

April 1990

July 1989

November 1986

June 1986
May 1986

July 1980
April 19%0

April 1988
June 1986

April 1979
April 1990

August 1987

September 1986

April 1986
February 1986
April 1984-
April 1986
March 1979.-
April 1986
October 1988
April 1986
April 1986

February 1986
October 1982






Gary J. Greben

Jacquita K. Hauserman

Alvin Kaplan

Fred J. Lange, Jr.

John 8. Levicki

Business krperience (lositions
Vith the Service Company
Age _ Unless Othervise Indicated)

Effective Date
of Position

53  *Vice Presidert-Transmission
and Distribution
Engineering & Services

Vice President-Marke!ing
of Cleveland Electiic
Manager-Business Ven'ures
of Cleveland Electiic

48  *Vice President-Customer

Service & Community
Aftairs

Vice President-Administration
of Cleveland Electiic

Director-Consumer Seivices
Dept. of Cleveland Electric

Senior Corporate Planning
Advisor of Cleveland
Electric

52 *Vice President-Systen
Engineering & Contiol
Vice President-Nuclear
of Cleveland Electiic
Vice President-Nuclear
Operations Division
of Cleveland Electiic

41 *Vice President-Legal &
Corporate Affairs
See listing under Centerior
Energy Executive Officers
for additional business
experience,

51  #*Vice President-Human
Resources & Strategic
Planning

Vice President-Public
Affairs & Rates

Vice President-Finance,
Administration & Ligal of
Cleveland Electric

Vice President-Finance &
Administration of (levelard
Electric

Manager-Consumer Services
Dept. of Cleveland Electric

- 27 -

April 1990

July 1987

November 1984

April 1990

October 1988
April 1986
August 1985

April 1990
Decembe: 1987
February 1984

April 1990

April 1990

October 1988
January 1988

April 1986

September 1981



Name
Michael D. Lyster

Pavid L. Monseau

Thomas M. Quinn

Donald H. Saunders

47

50

o1

55

Business Experience (lositions
Vith the Service Company

Effective Date

Unless Othervise Indicated) of Position
*Vice President-Nuclear- April 1990
Perry
General Manager-Pervy March 1988

Plant Operations Dept.
of Cleveland Electiic
Director-Pervy Plant
Operations Dept. of
Cleveland Electric
Manager-Perry Plant
Operations Dept. ol
Cleveland Electiic

sVice President-
Tranemission &
Distribution Opera!ions

Vice President-Cus omer
Operations of Toledo
Edison

Director-Human Resouices
Dept. ot the Service
Company

Manager-Personnel Dept, of
Cleveland Electric

*Vice President-Marke!ing

Vice President-Marketing
of Toledo Edison

General Manager-Consumer
Services Dept. of Toledo
Edison

Manager-Southern Disirict
of Toledo Fdison

iVice President and *lresident
of Toledo Edison

Vice President-Administra-
tion & Governmenta) Affairs
of Toledo Edison

Vice President-Finance &
Administration ot Toledo
Edison

Treasurer of Toledo lidison
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December 1987

October 1984

April 1990
September 1987
April 1986
June 1980
April 1990
September 1987
August 1986

January 1979

April 1990 |

January 1990
July 1986

March 1979
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Business Experience (Fositions
Vith Cleveland Electric
Name Age  Unless Othervise Indicated)

Effective Date
of Position

Edgar H. Maugans 56 *Vice President & Chief
Financial Cfficer
See listing under Centerior
Energy Executive Officers
for additional business
experience.

Paul G. Busby 42 *Controller
See listing under Centerior
Enetgy Executive Officers
for additional business
experience.

Gary M. Havkinson 42 *Treasurer
See listing under Centerior
Energy Executive Officers
for additional business
experience,

E. Lyle Pepin 49  *Sertretary
See listing under Centerior
Energy Executive Officers
for additional business
experience,

Toledo Edison Executive Officers

Business Experience (l'ositions
Vith Toledo Edison
Name Age Unless Othervise Indicated)

April 1990

April 1990

April 1990

October 1988

Effective Date
of Position

Lyman C. Phillips 51 *Chairman of the Board and
Chief Execvtive Officer
See listing under Centerior
Energy Executive Olficers
for additional business
experience,

Donald H. Saunders 55  +*President
See listing under Seivice
Company Executive tfficers
for additional business
experience,

£ X =

April 1990

April 1990
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Business Experience (lositions

Vith Toledo Edison Effective Date
Name Age Unless Othervise Indicated) of Position
Fred J. Lange, Jr. 41  *Vice President April 1990

See listing under Centerior
Energy Executive Officers
for additional business
experience.

Edgar H. Maugans 6 *Vice President and Chief April 19%0
Financial Officer
See listing under Centerior
Energy Executive Officers
for additional business
experience.

Paul G. Busby 42  *Controller April 1990
See listing under Centerior
Energy Executive Officers
for additional business
experience.

Gary M. Havkinson 42  *Treasurer April 1990
See listing under Centerior
Energy Executive Officers
for additional business
experience,

E. Lyle Pepin 49 *Secretary October 1988
See listing under Centerior
Energy Executive Officers
for additional business
experience.

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

No family relationship exists among any of the executive officers and direc-
tors of any of the Centerior System companies.
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Item 2, Properties

GENERAL

The Centerior System

The wvholly owned, jointly owned and leased electric generating facilities of
the Centerior Utilities in commercial operation as of December 31, 1990 pro-
vide the Centerior System with a net demonstrated capability of 6,694,000
kilowatts during the winter. These facilities include 28 generating units
(4,390,000 kilovatts) at seven fossil-fired steam electric generation sta-
tions; three nuclear generating units (1,860,000 kilovatte); a 305,000 kilo-
vatt share of the Seneca Plant; seven combustion turbine generating units
(135,000 kilovatts) and one diesel generator (4,000 kilovatts). All of the
Centerior System's generating facilities are located in Ohio and Pennsylvania.

The Centerior System’s net 60-minute peak load of its service area for 1990
wvas 5,261,000 kilovatts and occurred on August 2B. At the time of the 1990
peak load, the operable capacity available to serve the load wvas 6,437,000
Wilowatts. The Centerior System’s 1991 service avea peak load is forecasted
to be 5,490,000 kilovatts., The operable capacity erxpected to be available to
serve the Centerior System’'s 1991 peak is 6,461,000 kilovatts, Over the
1991 1993 period, Centerior Energy forecasts its operable capacity margins at
the time of the projected Centerior System peak loads to range from 10X to
15%.

Each Centerior Utility owns the electric transmission and distribution facili-
ties Jlocated in its respective service area. Cleveland Electric and Toledo
Edison are interconnected by 345 kV transmission facilities, some portions of
which are vwned and used by Ohio Edison. The Centerior Utilities have a long-
term contract with the CAPCO Group companies, including Ohio Edison, relating
to the use of these facilities. These interconnection facilities provide for
the jinterchange of pover between the two Centerior Utilities. The Centerior
System is interconnected vith Ohio Edison, Ohio Pover, Penelec and Detroit
Edison Company.

Cleveland Electric has entered into an agreement with GPU under which
Cleveland Electric will sell the power from its 305,000-kilovatt share of the
Seneca FPlant (about 3,000,000 kilowatthours annually) to two subsidiaries of
GPU from the time FERC approval is received through 1993. For the same time
period, Toledo Ediscn has entered into separate agreements with Consumers
Power and Detroit Edison under which Toledo Edison will purchase 312,000
kilovatts (about 2,500,000 kilovatthours annually) from (heir Ludington Plant.
Toledo Edison will then sell to Cleveland Electric pover equivalent to the
amount that Toledo Edison purchases from the Ludingion Plant. The net result
of the pover purchase and sale agreements will be e onomically beneficial for
Cleveland Electric and economically neutral for Toledo Edison. Requests tor
approval of these transactions are pending before the FERU, The FERC |is
expected to consider such reguests in the second qua) ter of 1991,
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Cleveland Electric

The whelly owned, jointly ovned 'nd leased electric generating facilities of
Cleveland Electric in commercial oreration as of December 31, 1990 provide a
net demonstrated capability of 4,592,000 kilovatts during the vinter. These
facilities include 21 generating units (3,197,000 Fkilovatts) at five foesil.-
fired steam electric generation stations; its share of three nuclear generat-
ing units (1,028,000 kilovatts); a 305,000 kilovatt share of the Seneca Plant;
tvo combustion turbine generating units (58,000 kilovatts) and one diesel gen-
erator (4,000 kilovatts). All of Cleveland Electric’'s generating facilities
are located in Ohio and Pennsylvania.

The net 60-minute peak load of Cleveland Electric’s service area for 1990 vas
3,778,000 kilovatts and occurred on August 28. The operable capacity at the
time of the 1990 peak vas 4,685,000 kilovatts, Cleveland Electric’'s 1991
service area peak load is forecasted to be 4,000,000 kilovatts, The operable
capacity, which includes firm purchases, expected 1o be available to serve
Cleveland Electric’'s 1991 peak is 4,703,000 kilowvatts, Over the 1991.1993
period, Cleveland Electric forecasts its operable capacity maigins at the time
of its projected peak loads to range from 9% to 152,

Cleveland Electric owns the facilities located in the area it serves for
transmitting and distributing pover to all its customers., Cleveland Electric
has interconnections vith Ohio Edison, Ohio Pover and Penelec., The intercon-
nections with Ohio Edison provide for the interchange of electric pover with
the other CAPCO Group companies and for transmission of power {rom the tenant-
in-common owned or leased CAPCO Group generating units as vell as for the
interchange of pover with Toledo Edison. The interconnection vith Penelec
provides for transmission of pover from Cleveland Electric’s share of the
Seneca Plant. 1In addition, these interconnections jprovide the means for the
interchange of electric pover with other utilities.

Cleveland Electric also has interconnections with the Painesville Municipal
Light Plant and CPP.

Toledo Edison

The wholly ovned, jointly owned and leased electric generating facilities of
Toledo Edison in commercial operation as of December 31, 1990 provide a net
demonstrated capability of 2,102,000 kilovatts during the wint:r., These
facilities include nine generating wunits (1,193,000 kilovatts) at three
fossil-fired steam electric generation stations; its share of three nuclear
generating units (832,000 kilovatts) and five combustion turbine generating
units (77,000 kilowatts). All of Toledo Edison’s generating facilities are
located in Ohio and Pennsylvania.

The net 60-minute peak load of Toledo Edison’s 'ervice area for 1990 vas
1,516,000 kilovatts and occurred on August 28. The operable capacity at the
time of the 1990 peak vas 1,752,000 kilovatts. Toledo Edison's 1991 service
area peak load is forecasted to be 1,510,000 kilowntts. The operable capac-
ity, wvhich includes the effect of firm sales, expected te be available to
serve Toledo Edison's 1991 peak is 1,758,000 kilowitts. Over the 1991.1993
pericd, Toledo Edison forecasts its operable capaci'y margins at the time of
its projected peak loads to range from 12X to 14X.
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Toledo Edison owns the facilities located in the area it serves for trans-
mitting and distributing pover to all its custoners. Toledo Edison has
interconnections with Ohio Edison, Ohio Power and Detroit KFdison. The in-
terconnection with Ohio Ed(son provides for the interchange of electric pover
vith the other CAPCO Group companies and for transmission of pover from the
tenant-in-common owned or leased CAPCO Group generating units as wvell as for
the interchange of prver vith Cleveland Electric. 1n addition, these inter-
connections provide the means for the interchange of electric pover with other
utilities.

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

TITLE TO PROPERTY

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

(1) Cleveland Electric and Tolede Edison lease fiom others for a term of
about 29-1/2 years starting on October i, 1987 undivided 6.5%, 45,9% and
44.38% tenant-in-common interests ip Units 1, 7 and 3, respectively, of
the Mansfield Plant located in Shippingport, Pennsylvania. Cleveland
Electric and Toledo Edison lease from others for a term of about 29-1/2
years starting on October 1, 1987 an 18.26% undivided tenant-in-common
interest in Beaver Valley Unit 2 located in Shippingport, Pennsylvania.
Cleveland FElectric and Toledo Edison own another 24.47% interest and
1.65% interest, respectively, in Beaver Valley Unit 2 as a tenant-in-
common. Cleveland Electric and Toledo Edizon continue to own as a
tenant-in-common the land wupon which the Mansfield Plant and Beaver
Valley Unit 2 are located, but have leased to others certain portions of
that land relating to the above-mentioned generating unit leases.

(2) Most of the facilities of Cleveland Electric’s Lake Shore Plant are
situated on artificially filled land, extending beyond the natural shore-
line of Lake Erie as it existed in 1910, As of December 31, 1990, the
cost of Cleveland Electric’s facilities, other than wvater intake and
discharge facilities, located on such artificially filled land aggregated
approximately §113,987,000, Title to land under the wvuter of Lake Erie
within the territorial limits of Ohio (including artificially filled
land) is in the State of Ohio in trust for the p2ople of the State for
the public uses to vhich it may be adapted, subject (o the povers of the
United States, the public righte of navigation, water commerce and
fishery and the rights of upland owners to vhaif out or fill to make use
of the vater. The State is required by statuie, after appropriate pro-
ceedings, to grant a lease to an upland owner, such as Cleveland Elec-
trie, which erected and maintained facilities un such filled land prior
to October 13, 1955, C(Cleveland Electric does not have such a lease from
the State with respect to the artificially filled land on which its Lake
Shore Plant facilities are located, but Cleveland Electric’s position, on
advice of counsel for Cleveland Electric, is that its facilities and
occupancy may not be disturbed because they o not interferc with the
free flov of commerce in navigable channels and constitute (at least in
part) and are on land filled pursuant to the exercise by it of its
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property rights as owvier of the land above the shoreline adjacent to the
filled land. Cleveland Electric holds permits, under Federal statutes
relating to navigation, to occupy such artificially filled land.

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

(4) The water intake and discharge facilities at the electric generating
plants of Cleveland Electric and Toledo Edison located along Lake Erie,
the Maumee River and the Ohio River are extended into the lake and rivers
under their property rights as owvners of the land above the wvater line
and pursuant to permits under Federal statutes i1elating to navigation,

(5) The transmission systems of the Centerior Utilities are located on land,
easements or rights-of-vay owned by them, Their distribution systems
also are located, in part, on interests in land ovned by them, but, for
the most part, their distribution systems are located on lands ovned by
others and on streete and highvays, 1In most cases, permission has been
obtained from the apparent owner of the property or, if the distribution
system 18 located on streets and highvays, from the apparent ovner of the
abutting property, Their electric underground transmission and disici-
bution systems are located, for the most part, in gpublic streets. The
Pennsylvania portions of the main transmission lines from the Seneca
Plant, the Mansfield Plant and Beaver Valley Unit 2 are not owned by
Cleveland Electric or Tolede Edison.

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

The fee titles vhich Cleveland Electric and Toledo Edison acquire as tenant-
in-common owners, and the leasehold interests they have as joint lessees, of
certain generating units do not include the right 1o require a partition or
sale for division of proceeds of the units without the concurrence of all the
other owners and their respective mortgage trustees and the trustees under
Cleveland Electric’'s and Toledo Edison’s mortgages.

Item 3. Legal Proceedings

Regulatory Proceedings and Suits Contesting Sulfur Dioxide Emission
Limitations and Related Regulations Applicable to the Centerior Utilities--See
"Ttem 1. Business--Environmenta! Regulation--Air Quality Cuatrol™,

Taxpayer Suit Filed by Cleveland Electric Challenging Transfer of Funds by
City ot Cleveland to CPP--See "Item 1. Busines --Operations--Competitive
Conditions--Cleveland Electric".




Item 4. Submission of Matters to a Vote of Security Holders
CENTERIOR ENERGY, CLEVELAND ELECTRIC AND TOLEDO EDISON

None.
PART 11
Item 5. Market for Registrants’ Common Equity and Related Stockholder Matters
CENTERIOR ENERGY

Market Information

Centerior Energy’'s common stock is traded on the New York, Midvest and Pacific
Stock Exchanges. The quarteriy high and lov prices of Centerior common stock
(as reported on the composite tape) in 1989 and 1990 vere as follovs:

1989 1990

High Low High Lov
1st Quarter 16-1/4 13-3/8 21-1/8 18
2nd Quarter 18-1/4 15-5/8 19-1/2 17-3/8
3rd Quarter 19-1/8 17-1/74 19-1/8 16-1/8
4th Quarter 20-7/8 17-7/8 18-1/2 16-1/2

Share Owners
As of March 12, 1991, Centerior Energy had 180,461 common stock ghare owners.
Dividends

See Note 13 to Centerior’s Financial Statements for quarterly dividend pay-
ments in the last twvo years,

See Centerior’s "Management's Financial Analysis--Cepital Resources and
Liquidity" contained under Item 7 of this Report for a discussion of the
payment of future dividends by Centerior.

At December 31, 1990, Centerior had earnings retained in the business of about
§655,000,000 and capital surplus of about $1,966,000,000, both of which vere
avallable to pay dividends. Cleveland Electric and Toledo Edison can make
cash available for the funding of Centerior’s common stock dividends by paying
dividends on their own common stocks At December 31, 1990, Cleveland
Electric had about $564,000,000 of retained earning: and about $1,321,000,000
of capital surplus and Toledo Edison had about $83 000,000 of retained earn-
ings available under Ohio law for the declaration «f dividends on their re-
spective preferred and common stocks. Hovever, the payment of dividends out
of capital surplus by Cleveland Electric may be re tricted under the Federal
Pover Act.
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TOLEDO EDISON

The information required by this Item is contained on Pages F-48 through P-50,
F-52, F-53 and F-55 through F-67 attached hereto.

ltem 9. Changes in and Disagreements Vith Accountants on Accounting and
nancial Disclosure

CENTERIOR ENERGY, CLEVELAND ELECTRIC AND TOLEDO EDISON

None.
PART 111
Item 10, Directors and Executive Officers of the Registrants

CENTERIOR ENERGY

The information required by this Item for Centerior regarding directors is
incorporated herein by reference to Pages 5 through 9 of Centerior's
definitive proxy statement dated March v, 1991. Reference is also made to
"Executive Officers of the Registrants and the Service Company" in Part 1 of
this report for information regarding the executive officers of Centerior
Energy.

CLEVELAND ELECTRIC

Set forth belov is the name and other directorships of each director of
Cleveland Electric. The year in which the direcior vas first elected to
Cleveland Electric’s Board of Directors is set forth in parentheses. Refer-
ence is made to "Executive Officers of the Registrants and the Service
Company" in rPart 1 of this report for information regarding the directors and
executive officers of Cleveland Electric.

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

Richard A, Miller*

Mr. Miller 1i¢ a director of The Lubrizol Corporation, Bank One, Cleveland,
N.A.,, and Bank One Ohio Trust Co., N.A. (1977)

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

*Also a director of Centerior Energy and the Service Company.
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(a)

(b)

EMPLGYEE STOCK PLAN TRANSACTIONS

Employee Purchase Plan

All employees, including officers, of Centerior, the Service Company,
Cleveland Electric (and its participating subsidiaries) and Toledo Edison
(except certain of its union-rep: .sented enployees) are eligible to
participate in the Purchase Plan. A pariicipant may contribute to pur-
chase U.S. Savings Bonds vp to 100X of his straight-time pay less (1)
payroll withholding tax and other payroll deductions, (2) any other
contribution he makes into the Purchase Plan and (3) any contribution he
makes intoc the Savings Plan, A participant also may contribute up to 8%
of his pay, less any Basic Contribution he makes into the Savings Plan,
to purchase Centerior common stock at a price 15% belov the fair market
value on the semiannual dates of purchase, March 15 and September 15.
The Bonds and common stock are distributed to the participant immediately
after purchase. Centerior’s contribution into the Purc'.ase Plan is the
15% discount on the price of the common stock. The 15% discount is
taxable ordinary income to the participant in the tax year the common
stock is purchased and is deductible by Centerior.

Cleveland Electric

None of the five named officers of Cleveland Electric acquired Centerior
common stock through the Purchase Plan in 1990, All 17 executive
officers of Cleveland Electric as a group, including the five named
officers, purchased a total of 42 shares at an aggregate purchase price
of $695.00. The aggregate market value of the stock or the purchase date
vas $805.88,

Toledo Ediscn

None of the 16 executive officers of Toledo Edison, including the five
named officers, acquired Centerior common stock through the Purchase Plan
in 1990.

Employee Savings Plan

All employees, including officers, of Centerior, the Service Company,
Cleveland Electric (and its participating subsidiaries) and Toledo Edison
(except certain of its union-represented employees) may participate in
the Savings Plan by means of payroll deduction contributions. The Sav-
ings Plan consists of two parts: the After Tax Part and the Before Tax
Part. The After Tax Part receives a participant’s contributions after
they have been taxed as pay. The Before Tax Part receives a partici-
pant’s contributions before they have been tared as pay; hovever, they
will be taxed when withdrawn from the Savings Plan.

The combined maximum employee contribution into both Parts of the Savings
Plan is 16X of pay. A participant may contribute up to 6% of his
straight-time pay as a Basic Contribution and up to another 10% as a
Supplemental Contribution into the After Tax and Before Tax Parts com-
bined. The minimum contribution is 1% of pay. Centerior contributes out
of current income or retained earnings an amount equal to 50% of the
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employee's Basic Contribution. Contributions of highly compensated
employees and Centerior’s matching contributions are reduced vhen neces-
sary to keep the contributions within the limite of Federal tax lav.

Contributions are placed in a tax-exempt trust administered by a corpo-
rate trustee. The trust invests in (1) Centerior common stock, (2) a
diversified group of common stocks, excluding Centerior common stock and
(3) fixed income debt or stock investments, which currently are deposits
under insurance company contracts at fixed rates of interest. A partici-
pant may allocate his contributions into the thiee funds in such portions
as he designates. Centerior Stock Fund contributions and earnings are
invested in Centerior common stock purchased by the trustee from
Centerior at its fair market value or in the open market. Centerior's
contributions are invested in the same funds and in the same portions as
a participant’'s contributions. Centerior cont:ibutions and the earnings
thereon become 100X vested in the participant after the participant makes
at least 36 months of contributions in the After Tax Part, but become
immediately vested in the Before Tax Part,

Cleveland Electric

The folloving table presents information relating to the acquisition of
Centerior common stock by executive officers of Cleveland Electric under
the Savings Plan during 1990:

Centerior

Executive Officer Contributions
Richard A. Miller $ 3,567
Robert J. Farling 7,289
Lyman C. Phillips 2,203
Murray R. Edelman 1,057
Edgar H. Maugans 5,438
All 17 executive

officers (includ-

ing the above

officers) as a

group 37,180
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Item 12. Security Ownership of Certain Beneficial Owners and Management

CENTERIOR ENERGY

The folloving table sets forth the beneficial owneiship of Centerior common
stock by individual directors of Centerior and all directors and officers of
Centeriovr Energy and the Service Company as a group as of Febiuary 28, 1991:

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

Richard P. Anderson 1,112
Albert C. Bersticker 1,000
Leigh Carter 2,257
Thomas A. Commes 5,000
Vayne R. Embry 1,000
Robert J, Farling 33,044 (2)
Robert M. Ginn 32,071
Roy H. Holdt 1,731
George H, Kaull 4,640
Richard A, Miller 45,563 (2)
Frank E, Mosier 1,829
Sister Mary Marthe Reinhard, SND 2,220 (3)
Robert C. Savage 1,000
Paul M. Smart 3,342
Villiam J. Williams 1,270
All divectors and officers

as a group 243,772 (2)

(1) Beneficially owned shares include any shares with respect teo which voting
or investment power is attributed to a direcior or c¢fficer because of
joint or fiduciary ownership of th: shares or 1elationship to the record
owner, such as a spouse, even though the di~ector or officer does not
consider himself or herself the beneficial owner. On Tebiuary 28, 1991,
all directors and officers of Centerior Energy and the Service Company as
a group vere considered to own beneficially 0.2% of Centerior’s common
stock and none of the preferred stock of Cleveland Electric and Toledo
Edaison, except for one officer who owns 50 shares of Toledo Edison
prelerred stock., Certain directors and officers disclaim benefizial
ownerchip of some of those shares.

(2) Includes the following numbers of shares which are not owned but could
have been purchased within 60 days after February 28, 1991 upon exercise
of options to purchase shares of Centerior common stock: Mr. Farling -
21,730; Mr. Miller - 32,743, and all other officers as a group - 58,731,
None of those options have been exercised as of March 27, 1991,

(3) Owned by the Sisters of Notre Dame.
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(1) Beneficially owned shares include any shares with respect to which voting
or investment power 1is attributed to a director or officer because of
joint or fiduciary ownership of the shares or r1elationship to the record
owner, such as a spouse, even though the director or officer does not
consider himself or herself the beneficial owner. On February 28, 1991,
all directors and officers of Toledo Edison as a group vere considered to
own beneficially 0.1% of Centerior's common stock and none of Toledo
Edison's preferred stock. Certain directors and officers disclaim bene-
ficial ownership of some of these shares,

(2) Includes the folloving numbers of shares which are not owned but could
have been purchased within 60 days after February 28, 1991 upon exercise
of options to purchase shares of Centerior common stock: Mr. Farling -
21,7303 Mr. Miller - 32,743; and a'l other officers as a group - 9,807,
None of those options have been exercised as of March 27, 1991.

Item 13, Certain Relationshipe and Related Transactions

CENTERIOR ENERGY AND TOLEDO ED]SON

The information required by this Item is incorporated herein by reference to
Page 10 of Centerior’s definitive proxy statement dated March 6, 1991,

CLEVELAND ELECTRIC

None.
PART 1V

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

(a) Documents Filed as a Part of the Report

1. Financial Statements:

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

2. Financial Statemen: Schedules:

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

Purenant to the requirements of Section 13 or 15(d) of the Securities Exchange
Act of 1934, the registrant has duly caused this report to be signed on ite
behalf by the undersigned, thereunto duly authorized.

CENTERIOR ENERGY CORPORATION
Registrant

March 28, 1991 By *RICHARD A. MILIER, Chairman of the

Board and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this re-
port has been signed below by the folloving persons on behalf of the regi-
strant and in “he capacities and on thc date indicated:
Signature Title Date
Frincipal Executive Officer: )
*RICHARD A, MILLER Chairman of the Becard )
and Chief Executive )
Officer )
Principal Financial Officer: )
*EDGAR H. MAUGANS Executive Vice )
President )
Principal Accounting Officer:
*PAUL G. BUSBY Controller )
Directors: )
*RICHARD r. ANDERSON Director )
*ALBERT C. BERSTICKER Director )
*LEIGH CARTER Director )
*THOMAS A. COMMES Director ) March 28, 1991
*VAYNE K. EMBRY Cirector )
*ROBERT J. FARLING Director )
*ROBERT M. GINN Director )
*ROY H. HOLDT Director )
*GEORGE H. KAU!IL Director )
*RICHARD A. MILLER Director )
*FRANK E. MOSIER Director )
*#SR. MARY MARTHE FEINHARD, SND Directovr )
*ROBERT C. SAVAGE Director )
*PAUL M. SMART Director )
*WILLIAM J. WILLIAMS Director )

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

Pursuant to the requirements of Section 13 or 15(d) of the Serurities Exchange
Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undeirsigned, thereunto duly authorized.

THE CLEVELAND ELECTRIC ILLUMINATING COMPANY
Registrant

March 28, 1991 By *LYMAN C. PHILLIPS, President and Chief
Executive Officer

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

Signature Title Date

Principal Executive Officer: )

*LYMAN C. PHILLIPS President and Chiel )
Executive Cffice: )

Principal Financial Officer: )

*EDGAR H. MAUGANS Vice President and )
Chief Financial ) March 28, 1991
Officer )

Principal Acceunting Officer: )

*PAUL G. BUSBY Controller )

Directors: )

*ROBERT J. FARLING Director )

*RICHARD A. MILLER Director )

*LYMAN C. PHILLIPS Director )

*By J. T. PERCIO
J. T. Percio, Attorney-in-Fact
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

GENERAL

PRE-PHASE-IN DEFERRALS OF OPERATING
EXPENSES AND CARRY!NG CHARGES

PHASE-IN DEFERRALS OF OPERATING

EXPENSES AND CARRYING CHARGES







MANAGEMENT'S FINANCIAL ANALYSIS
RESULTS OF OPERATIONS
Overview
The January 1989 PUCO rate orders which provided for
three rate increases for the Operating Companies, as
discussed in Note 6, were designed 1o enable us 10
begin recovering in rates the cost of, and earn a fai
return on, our allowed investment in Beaver Valley Linit
2 and Perry Unit 1. The rate orders improved revenues
and cash flow in 1989 and 1990 and are expected to
continue to improve them in 1991 However as
discussed more fully in the fourth and fifth paragraphs
of Note 6. the phase-in plans were not designed 10
improve earnings significantly because gamns in
revenues from the higher rates and assumed sales
growth are initially oftset by a corresponding reduction
in the deferral of nuclear plant operating expenses and
carrying charges and are subsequently offset by the
amortization of such cos! deferrals and carrying
charges

Despite the positive effect the new rates have on
revenues and cash fiow and the relatively neutral
impact they have on earnings, we tace a number of
other factors which will exert a negative influence on
earnings 'n 1991 and beyond These include inflation.
the economic recession and competitive forces The
latter, coupled with a desire to encourage #conomic
growth, has prompted the Operating Companies in
recent years to enter inlo contracts having reduced
rates with certain large customers Competitive forces
have also prompted Toledo Edison to offer a rate
reduction package 1o residential and small commercial
customers as discussed in the eighth and ninth
paragraphs of Note 6 Two other factors are having a
negative intluence or earnings First, the Operating
Companies are currently recording depreciation on
nuclear units at a higher level than that which is
reflected in rates because of the good performance of
the units over the last several years Second, with
respect to facilites placed in service after February
1988 and not mciuded in rate base, the Operating
Companies are cuirently required to record interest
charges and depreciation as curtent expenses even
though such items are no! ye! refiected in rates

We are taking several steps to counter the adverse
effects of the tactors discussed above We are
implementing the management audit
recommendations discussed in the sixth paragraph of
Note € which are expected to reduce operating
expenses by about $100 000000 annually. We have
already shared 50% of the expected savings with
customers by reducing the 1981 rate increases
granted under the 1989 rate orders However
continuing cos! reduction efforts will be necessary to
heip affse! the effect of inflation. Also. the Operating
~ompanies are seeking PUCO approval to accrue
nuclear plant depreciation al a level which s more
closely ahgned with the amount currently being
recovered in rates by switching to the straight-ine
method We also will seek approval to accrue postn
service interest carrying charges and dafer
depreciation charges for facihties that are in service
but nat yet recagnized in rates Inability to obtain
approval of the first accounting request would reduce

(Centerior Energy )

earnings by as much as $58 0CC i or § 42 per
share. in 1991 and more or less in subsequent years
depending on the performance of the units inability to
obtain approval of the second request would reduce
earnings by as much as $36.000.000, or $ 26 per
share n 1991 and eyr we in subsequent years

The Operating Comy = s have agreed 1o use their
best eforts such as these two requests for
accounting orders. 1o avoid rate increases in the years
immediately following 1991 Eventually, rate increases
will be necessary to recognize the cost of our new
capital investment and the effect of inflation

Annual sales growth is expected to average about
2% for the next several years. contingent on future
economic events Recognizing the limitations imposed
by these sales projections and competitive constraints
we will utilize our bes! efforis to minimize future rate
increases through maximizing our cost reduction and
Quality of service efforts and exploring other innovative
options. We will concentrate our efforts on retaining
customers and adding new ones through innovative
marketing and service initiatives

1990 va. 1988

Factors contributing to the 2 8% increase in 1990
operating revenues are as follows

Change in Operating Revenues
Base Rates ang Miscellaneous
Sales volume and Mix
Sales 10 Onwo Edison ana Penngylvaria Power

Increase
( Decrease )
$151.000 000
{54 000,000
{32 000 000 )

§ 65000000
peteie S

The major factor accounting for the increase in
operating revenues was related to the January 1984
rate orders for the Operating Companies The PUCO
approved annual rate increases for the Operating
Companies of 9% eftective in February 1989 and 7%
effective in February 1990 The associated revenue
increase in 1990 was partially offset by reduced
revenues resulting from a 2 9% decrease in total
kilowatt-hour sales Industrial sales decreased 2 8%
because of the recession beginning in 1990
Residential sales decreased 2 1% as seasonal
temperatures were more moderate in comparison to
the prior year's temperatures. resulting in reduced
customer heating and ceoling-related demand
Commercial sales increased 0 3% as increased
demand from new all-electric office and retall space
was offset by the effects of miid weather Other sales
activity decreased 22 3% primarily as a result of
Toledo Edison's municipal utility customers satisfying
a greater portion of ther power needs from other
sources The increase In revenues was also partally
offset by the loss of revenues related to the May 1689
expiration of Cleveland Electric's agreement to sell a
portion of its share of Perry Unit 1 capacity to Ohio
Edison and Pennsylvania Power

Operating expenses decreased 0 4% in 1990
Depreciation and amortization expense decreased
primarily because of lower depreciation rates used in
1990 for nonnuciear property and Davis-Besse
atiributabie to ionger estimated lives and because of
longer nuclear generating umit refueling and ,
maintenance outages in 1990 than in 1989 Federal
inccme taxes decreased primanly because of a

(Centerior Energy)
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decrease in pretax operaling income  These decreases
in operating expenscs were partiaily offse! by an
increase in taxes, other than lederal income taxes,
resulting from higher property and gross receipts
taxes, and by lower nuclear cperaling expense
deferrals for Perry Unit 1 and Beaver Valley Unit 2
pursuant to the January 1989 PUCO rate orders

Credits for carrying charges recorded in
nonoperating income decreased in 1990 because a
greater share of our investments and leasehold
interests in Perry Unit 1 and Beaver Valiey Unit 2 were
recoverad in rates. Tho decrease in the federal income
tax provision related to nonoperating income was the
result of a decrease in pretax nonoperating income and
federal income tax adjustments of $37 522 000
associated with previously deferred investment lax
credits relating 1o the 1988 write-off of nuclear plant
Other incorne and deductions, net, decreased primarily
becavse of less interest income in 1890

1989 vs. 1988

Factors contributing 1o the 13% increase in 1989
operating revenues are as follows

Increase
Change in Operating Reverues (Decrease)

Rase Rates and Miscellaneous , $173.000 000
Deterred CWIF Revenues 88,000 000
Sales to Ohio Echson and Pemsytvama Power {52.000.000)
Fuel Cos! Recovery Revenues . 42 000,000
Sales Volume and Mix. . 14,600,000

$265.000,000

The January 1989 rate orders for the Operating
Companies were primarily responsible for two major
factars impacting the increase in revenues. The PUCO
granted both companies 2% rale increases effective in
February 1989 The increase in revenues attributable
to deferred construction work in progress (CWIP)
revenues in 1989 resulted from the reduction in the
amount of deferred credits for the minor CWIP refund
obligations to customers. Fuel cosl recovery revenues
increased i» 1989 because of a significant rise in the
fuel cost recwery factors comparad 1o 1988 The
lower 1988 tactors recognized a graater amount of
refunds 1o our customers mdered by the PUCQO for
certain replacement fuel and puerchased power costs
collected from customers durng a 985 1986 Davis-
Besse outage Total kilowatt-hour sales decreased
1.8% in 1989 The comparatively moderate summer
weather in 1989 lowered cales because of reduced air
conditioning usage Residential sales decreased 1 6%

iy

Commercial sales increased 3 9% as a result of
continuing growth from new office buildings and retail
outlets Industnal sales decreased 2 1% principally
because of a 7% reduction in sales 1o large steel and
automotive customers. Sales 1o other industrial
customers increated 0 5% The decrease in revenues
from sales to Ohio Edison and Pennsylvania Power was
the result of the May 1989 expiration of Cleveland
Eleotric's agreement 1o sell a portion of its share of
Petry Unit 1 _apacity

Operating expenses increased B 4% in 1889 Lower
deferrals of nuclear operating expense for Perry Unit 1
and Beaver Valley Unit 2 resulted in a $122.000.000
increase In expense Fuel and purchased power
expense increased largely because of the matching of
expense with higher fuel cost recovery revenues
discussed in the preceding paragraph. improved
nuclear unit avalability enabled the Operating
Companies to seli power to other utilities. The excess
of revenues over cost is treated as a reduction In
purchased power expense which cushioned the
mnerease in fuel and purchased power expense tor the
year Depreciation expense increased reflective of the
increased genera. an from our nuclear units singe
ther depreciation is recorded based on units-of
production

Nonoperating income credits for AFUDC and
carrying charges decreased in 1989 as a result of
placing investment m rate base pursuant 1o the rate
orders Interest expense and pi2ferred and preference
dividend requirements decreased in 1989 because of
retrements and refimancings by the Operating
Companies

EFFECT OF INFLATION

Although the rate of irflation has eased in recent years,
we are stll affected by even modes! inflation since the
regulatory process introduces a time-lag dunng which
increased costs of our labor, matenals and services are
not reflected in rates and tully recovered. Mareover,
regulation aliows only the recovery of historical costs
ot plant assels through depreciation even though the
costs 1o replace these assels would substantally
exceed their historical costs in an inflationary economy

Changes in fuel costs do not affect our 1esults of
operations since those costs ate delerred unti
reliected in the fuel cost recovery factor included in
customers bills

ReTAINED EARNINGS

Balance at Beginning of Year WPRPET

Net income (loss) ... .. 0 ion S R

s
Common stock dividends . ... ... ...,

Other. primarily preterred stock redempuon expensm of

suusidianes ,
Net lncrease (Decrease) £ g o s o m
Balance at End of Year

CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES
___For the years ended December 31,

1990 1989 1988
(housands of dollars

$ 613,774 $ 571882 $ 908611

..... 264,459 266 886 (73,960)
{222,482) (224 947) (259,022)
__{:5) 47y (3.747)

...... 41,062 41892 (336,729
3 054830 $ 613,774 5;571_882

The accompanying notes and summary of significant accounting policies are an integral part of this statement
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INCOME STATEMENT

Operating Revenues
Operating Expenses

Fuel and purchased po wer

Other operation and m.anienance
Depreciation and amortization

Tares, other than federal income laxes
Phase-in deferred operating expenses
Pre-phase in deferred operating expenses
Federal income taxes Perls

Operating Income

Nonoperating Income

Allowance for equity funds used dunng construction
Other income and deductions, net

Write-off of nuciear costs

Phase-in carrying charges

Pre-phase-in carrying charges

Federal ncome taxes — credit (expense)

Income Before Interest Charges

Interest Charges
Debt interes!
Aliowance tor borrowed !unds used dunng LOHS"UCNOFI

Income (Loss) After interest Charges

Preferred and preference dividend reguirements of
subsidiaries

income (Loss) Before Cumulative Effect of an
Accounting Change

Cumulative Effect un Prior Years (to December 31, 1987)
of an Accounting Change for Unbilled Revenues (Net
of Income Taxes of $'8,729,000)

Net income (Loss)

Average Number of Commor: Shares Omatunding
(thousands) A

Earmings (Loss) Per Common Share
Betore cumulative effect of an accounting change
Cumulative effect of an a: .ounting change

Tota

Dividends Declared Per Common Share

CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

1990 M_j,S_ts.@ﬁ_ ___198¢ 1988

(housands of dollars exceapt per share amaunts )

$2367,676  $230243  $2.037 560

412,531 413 816 391 401
862,738 BB 138 865 632
251,640 280 918 264 B24
283,425 259 EN 268 550
(50,940) (74 555) —

7,629 7832 (188.209)
96,076 . 1e2.38" 123,697
1,863,099 _1.870.508 1,725 895
504,576 __431 931 311665
7,883 16,930 13 504

(11) 14,212 45 308

- — {534 .355)

205,085 299 159 -

_— - 372,155
_(12,948) . {73.177) 131254
200,009 257 124 27866
704,585 __ 689,055 339531
384,278 369 481 378 292

_(5.993) (12.929) __(6.137)
378,285 356 552 372,155

326300 332503  __(325624)
61841 _ 85617 69489

264 459 266 8586 {102,113}
o - B8 8183

§ 264459 § 2066886 $_(73.960)
138,885 140468 140778

H 1.90 3 190 $ (.73)
- - 20

$__ 180 0§ 10 0§ (53
$ 1.60 $§ 160 $ 1 B4

The accompanying notes and surnmary of significan gocounting policies are an integral part of this statement
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MANAGEMENT’'S FINANCIAL ANALYSIS

CAPITAL RESOURCES AND LIQUIDITY

We continue 1o need cash for an ongoing program of
constructing new facilites and moditying existing
tacilities to meet anticipated demand for electne
service, 1o comply with governmental regulations and
to improve the environment. Cash s also needed for
mandatory retirement of securities. Over the three
year penod of 1988-1990. these construction and
mandatory relirement needs totaled approximataly
$1.210,000.000. In addition, we exercised vanous
options 1o redeem and purchase approxmately
$720.000,000 of our securtties

During the 1988-1290 period, Cleveland Electnc
and Toledo Edison ssued $356 430000 and
$174,100,000. respectively, of first mortgage bonds,
and obtained $56.000000 and $15.000.000,
respectively, of term bank loans In 1989 and 1990,
Cleveland Electnic also issued $550 000 000 of
secured medium-term notes The Operating
Companies utiized their short-term borrowing
arrangements (explained in Note 11) which resulted in
Cleveland Elecinc and Toledo Edison having
$87.110,000 and $23 200.000, respectively. of
commercial paper outstanding al December 31, 1990
Proceeds from these financings were used to pay our
construction program costs, to repay portions of
short-term debt incurred 1o finance the construction
program, to retire, redeem and purchase outstanding
secunties, and for general corporate purpo.es.

The Operating Companies were granted rale
increases effective in 1989, 1290 and 1991 pursuant to
January 1989 PUCO rate orders See Note 6 for a
discussion of those ate orders which provide for
specific levels of rate increases through 1991
Although the rate arders required us 1o wnte off certain
assets in 1988 which lowered our earnings base, our
current cash flow was not impairad. Internally
generated cash increased in 1989 and 1990 trom the
1988 level as a result ¢f the rate increases

Estimeted cash requirements for our construction
program for 1991.1953 are $605000,000 for
Cleveland Electric and $235.000000 tor Toledo
Edison In addition. Cleveland Electric and Toledo
Edison will require $515.000,000 and $297 000 000,
respectively, for the mandatory redempuon of debt and
preferred stock during this penod. C'o-eland Electne
expects to finance externally about 33% of ifs 1891
construction and mandatory redemption requirements
of approximately $267 000,000 About 75% of Toledo
Edison's requirements of approximately $177.000.000
in 1991 will be finaticed externally We expact to
finance externally about 60% of our 1992 and 1993
requirements If economical, we may also redeem

(Centenor Enerqy)
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addional securities under oplional redemption *
provisions. See Notes 10(d) and (e} for information
concerning limitations an the 1ssuance of preferred and !
preference stock and deb!

Qur capdal requiremeants will increase after 1994 as
a result of the Clean Ax Act of 1990 {Clean Alr Act)

Qur future capital spending will depend on the {
impiementation stralegy we choose 10 achieve

comphance with the new law Our preliminary 4
estimates lor capital expenditures 1o comply with the
Clean Arr Act are in the range of $400.000,000 1o
$700.000 000. See Note 3(b)

We expect to be able to raise cash as needea The
availability of capital to mee! our external financing
needs, however, depends upon such factors as
financial market conditions and our credi ratings
Current securities ratings for the Operating Companies
are as follows

Standard Mooy 's
& Poor's Investors
Corporation Service

Tleveland Electne

Fust martgage bonds B8B8~ Baal

Pretorred slock . ! BE+ baal
Toledo Eaison

First mortgage banas BBB - Baal

Unsecuted notes. . ! BB+ Hat

Praferred stock . Bis+ bag

We believe that the rate orders, coupled with
stningent cost control, have given us a reasonabl?
oppartunity to achieve financial results which shoulg
permit Centerior Energy 1o continue the current
quarterly common stock dividend of §.40 per share
Nevertheless, dividend action by our Board of Directors
will continue to be decided on a quarler-to quarter
basis after the evaluation of financial results, potential
garning capacity and cash flow A write-off of our
invastment in Perry Unit 2. as diccussed in Note 3(c).
would not reduce our retaingd earnings sufficiently to
impair our ability 1o declare dividends and would not
affect our cash flow

The Tax Reform Act of 1986 (1988 Tax Act)
provided o a 34% income tax rate in 1988 and
thereafter, the repeal of the investment tax credit,
scheduled reductions in investment tax credit
carryforwards, less favorable depreciation rates, a new
alternative minimum tax (AMT) and other items.
These changes had no significant cash flow impact in
1988 because we had a net operating loss for tax
purposes. However, the changes resuited in increased -
tax payments and a reduction in cash flow durning ]
1989 and 1990 because we were subject to the AMT, 7

F8 (Centerior Energy)



CasH FLows CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES
_ For Y. years ended December 31,

Cash Flows from Operating Activities | !
Net Income (Loss) . ... ..

Adjustments to Reconcile Net |ncome (Loss) to Cash from
Operating Activities
Depreciation and amortization
Deterred federal income taxes
Investment tax credits, net
Write-off of nuclear costs. . ... ..
Deferred and unbillad reve tues
Deferred fuel ... . .. 4
Carrying charges capﬂal zed.. . .....
Leased nuclear fuel amortization
Deferred operating expenses net : b
Allowance for equity funds used during construction
Amortization of reserve for Oz - Besse refund obligations to
customers . BT e = 8 0 3 0 s .
Pension settlement gam : .
Cumulative effect of an accc 1m'ing cnange .
hanges in amounts due fror: cusiomers and others '\et
Changes in inventories . =B .
Changes in accounts payable El
Changes in working capital aﬂecung opevauons
Other nuncash items .. ... ... 4 ki v

Total Adjustments . . . v ihey
Net Cash ‘rom Operating Actw»tues

Cash Flows from Financing Activities ()
Bank loans, commercial paper and other short-term debt
Debt issues
First mortgage bonds . . ...... .
Secured medium-term notes . .
ierm bank loans . ., .. P
Common stock issues
Reacquired common stock TETLOE
Maturities, redemptions and smkmg funds . .. ..ooor
Nuclear fuel lease ana trust obligations .
Common stock dividends paid
Premiums, discounts and expenses .

Net Cash from Financing Ac!wmes A

Cash Flows from Investing Activities (|
Cash applied to construction .
Interest capitalized as allowance for borrowed funds used
during construction
Cash withdrawn from sale and leasebacu and cther trusts
Other cash appiied .

Net Cash from lnveshng Actw ties . ,
Net Change in Cash and Temporary Cash lnvcﬂmom:
Cash and Temporary Cash Investments at Beginning of Year
Cash and Temporary Casn investments at Eng of Year

1990 1989 1988
{ thousands of dollars)
$ 264459 $ 266886 § (73960)
251,640 260 918 264 824
142,190 181.240 (37 422)
(34,287) 1.179 (3.687)
- - 534 3':15
(60,792) (74.792) 23.842
11,843) 25 086 (54 601
{205,085) (299 159) (372 155
84,150 102.120 77,196
(43,311) (66.623) (188,202)
{7.883) (16.930) (13,504)
— (24.817) (41 118)
(40,966) - s
-— - (2B,153)
(26,445) (13.486) 5384
(29,015) {3.029) 10.283
63,610 (10.732) 73,765
(24,913) 17.120 17.058
(10,772) (10319) _  (8510)
46218 87776 259.348
310,737 354 662 185 388
109,888 29 (36,655)
167,300 123,800 235,430
337,500 212 500
31,000 40.000 =
— 740 1,539
(25.601) (19.804) -
(395,287) (370.747) <384 178)
(99,076) (B6.589) (77.196)
(222,482) (224 .947) {258 022\
__(1.900) _ (2622) __ 1176
(104,118) (327 640) (514 BOG)
(237,438) (223881)  (313.157)
(5,993) {12.929) (6.137)
—— — 374 085
_ (13,055)  (17.866) (7.351)
(256,484) (254.676) 47 440
__(49,865)  (227654)  (281978)
103,143 330 797 612775
$ 53278 § 103143 § 330 ?9?

(1) Interest paid was $375.000.000. $367.000.000 and $373 000,000 in 1990 1989 and 1988 respectively
Income taxes paid were $21,185.000, $9 058 000 and $76.537 000 in 1990, 1989 and 1988 respectively

(2) Increases in nuclear fuel and nuclear fuel lease and trust obligations in the Balance Sheet resulting from the
noncash capitahzations 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
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.
BALANCE SHEET
e DeCEOMber 31,
1990 1989
{thousanas of dollars )
PROPERTY, PLANT AND EQUIPMENT
Utility plant in service ‘ $ 8.648.888 $ 8411116
Less: accumulaled depreciation and amartization 2,056,244 1831767
6,582 644 6.579.349
Construction work in progress 268.386 288 225
Perry Unit 2 865,149 . BB9. 048
7,726,179 7,736 622
Nuclear fuel. net of amortization 522,672 544 375
Other property, less accur - “ated depreciation - 45,452 47317
8284303 5328314
CURRENT ASSETS
Cash and tempotary cash investmants 63,278 103,143
Amounts due from customers and athers net 242,761 216,316
Unbilled revenues Jlea s , 80,866 8718
Materials and supplies at average cost 108,758 83 322
Fossil fuel inventary. at average cost 52,578 48 999
Taxas apphcable 10 succeeding years 218,444 207 635
Other . - 9,922 . 14e'9
766,607 ...152952
DEFERRED CHARGES
Amounts due from customers for tulure fedsral Income taxes 1,165,904 1.201,278
Unamartized loss from Beaver Valley Unit 2 sale 119,623 122911
Unamortized loss on feacquired debt .. .. .. .. .. .. 80,564 75,988
Carrying charges and operaling expenses. pre-phase-in 634,595 641 236
Careying charges and operating expenses, phase-in 629,744 373714
Other 202,895 ... 170,154
2,833,325 2585281
1otal Assets $11,894,235 $'1666547

The acgompanying riotes and summary of significant accounting policies are an iniegral part of this stalement
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CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

. December 31
1990 1989

( l'\ouunds o! dollas )

CAPITALIZATION AND LIABILITIES

CAPITALIZATION
Common shares. without par value (stated value of $189 460 000
and $191,710 000 for 1990 and 1989 respectively)
180,000 000 authorized: 138.401.000 {excluding 2.511 000
shares in Treasury) and 139.792.000 (excluding 1.120.000

shares in Treasury) outstanding in 1990 and 1989, respectively $ 2155197 $ 2180798
Retained earnings : : e .. 554836 613774
Common stock equity . ., , _ - 2,810,033 2794572
Preterred stock
With mandatory redemplion provisions 237,490 281.352
Without mandatory redemption provisions . 427,334 427 334
Long-term debt o = A 3,729,237 3,533,656
7,204,094 _67_.3_32 914
OTHER NONCURRENT LIABILITIES
Refund obligations to customers . .. - 23779
Other, primarily nuclear fuel lease obhgahon» 508,694 557 789
508,694 ___ 581568
CURRENT LIABILITIES
Current portion of long-term debt and preferred stock 214,138 217 706
Currenit portion of lease obligations _ : 114,945 101.057
Notes payable to banks and others. . . 110,094 208
Accounts payable . . .y e L . 4 311,713 248103
Accrued taxes . . B AP 323,716 326 440
Accrued interes! . , - . . . 84,778 B4 232
Dividends declared .. . . . 13,972 13 £33
Accrued payroll and vacations , 28,555 27692
Current portion of refund obligations to customers .. .. 23,888 58.752
Other . . . .. R - A el ‘ 7,386 22 072
1,233,183 11031563
DEFERRED CREDITS
Unamort:zed investment tax credits ; - 336,136 381.925
Accumulated deferred federal income taxes . 1,730,954 1,622 458
Reserve for Perry Unit 2 allowance for tunds used during
construction A ; 212,693 212693
Unamortized gain from Bruce Mansfield Plant sale 626,493 855573
Other . _ . or P 41.988 72,283
2,948 . . 944 912
Total Capitahzation and Liabilites | R $11,894,.235 $11 666,547
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STATEMENT OF CUMULATIVE PREFERRED CENTERION ENERGY CORPORATION AND SUBSIDIARIES
AND PREFERENCE STOCK

1990 Shares Cutront o DpcembEr 31
Outstanding Call Puce 1990 1988
{ thousands of doliars )
CLEVELAND ELECTRIC ek

Without par value, 4 000 000 preferred shares authorzed, and without par value
3.000.000 preterence shares authorized, none outstaraing
Praferred, subject 10 mandatory redemplion

$ 735 Senes C ! 180.000 $ 101.00 § 18,000 $ 19000
B8 00 Series £ : . 30.000 1.034 43 30,000 33.000
7500 Senes F .., ‘ . ! 2384 1,000 Q0 2,384 2,384
80 00 Seres G — -~ — 800

145 00 Series H . —_ — - 14 244
14500 Series | v 13,779 - 13,778 {7,737
11350 Senes K . .. .. 10.000 - 10,000 10,000
Adjustable Senes M | . 500,000 10300 49,000 49 000
9125 SeriesN . ... ... ... 750,000 10608 73968 73968
197,131 220,113

Less Current maturities 26969 7751

Ane2 212362

Frelerred, nat subjec! to mandatory redemption

$ 740 Series A o 500,000 101 .00 50,000 50,000

| 756 Senes B i : 450,000 102 26 45,071 45,071
Adjustable Seres L. . . 500,000 103.00 48,950 48 950

| Remarketed Senes P : : 750 100.000.00 73,313 73,313

217,334 217.334
TOLEDO EDISON - cmanama
$100 par value, 3,000 000 preferred shares au‘nonzed, $25 par value
12,000,000 preterred shares authonzed, and $25 par value,
5,000,000 preterence shares authonzed, none cutstanding
Preferred. subject 1o mandatory redemption

$100 par $11.00. . ... - 34,825 101.00 3,483 4 480

| 9378 ......, P 150,100 103 95 15,010 16,675
25 par 281 ... 2000000 2687 80,000 50000

68,493 71,155

| Less Curent maturities 2,165 2,165

66328 68990

Prefarred. not subject 1o mandatory redemption

$100 par $ 4 25 . - 160 000 104 825 16,000 16,000

| 4 .56 . o 50.000 101 00 5,000 5,000
. 425 o 100,000 102 00 10,000 10.000
| B32.... ! 100,000 102 48 10,000 10,000
| 7.76 L e 150,000 102 437 15,000 15,000
| 7 .80 . . 150,000 101 65 15,000 15,000
i 1000 ... ...... . 190.000 101 00 18,000 19,000
k 25p 221 i 1,000.000 25.90 25,000 25,000
2.365 o ! 1,400,000 28 45 35,000 35.000

[ Serias A Adjustable . . 1,200,000 2575 30,000 30,000
: Series B Adstabte ..... 1200000 — 30,000 30000

210000 210,000
| CENTERICR ENERGY e »

| Without par value 5 000,000 preferred

} shares authonzed ! =, P — —

Total Preferred Stock, with Mandatory Redemption Provisions = : s_zg;rié ;{@E—_‘._—_ §_§:~2.
Total Preferred Stock, without Mandatory Redemption Provisions -3 $427,334  $427334

The accompanying notes and summary of significant accounting pohicies are an integral part of this statement
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NOTES TO THE FINANCIAL STATEMENTS

PROPERTY OWNED WITH OTHER UTILITIES AND INVESTORS

LANT SALE AND LEASEBACK TRANSACTIONS




CONSTRUCTION AND CONTINGENCIES







The orders accomphsh this by allowing the
1o seek PUCO approval 1o
lﬂju | cost deferrals if actual revenues are higher or
lower than amourits projected in the orders The orders
also provide for the adjusiment of deferrals to reflect
50% of the net aftertax savings in 1989 and 1990
uen tified by the management audit and approved by
the PUCO as discussed in the following paragraphs No
change was made in the cost deferrals for 1989 The

Operating Companies defterred an additional
$10.,60.000 of carrying charges in 1990 and will

request PUCO approval of the deterral

In connection with the 1989 arders. the Operating
Companies and the Service Company have
undergone a management audt o assure that
opeération and maintenance expense savings are
maximized The audit was conducled under the
direction of an Audit Advisory Panel (Audit Panel)
gompnsed of representatives of Centenor Energy. the
Ohip Ottice of Consumers’ Counsel and the Industrial
Energy Consumers. In Apnl 1990 the Audit Panel
announced that # had Wentified potental annual
savings in operatng expenses in the amount of
$98 160 000 trom 1889 budget levels The amount of
polential savings atinbutable to Cleveland Eleclric 15
55% ($53 988 000} and the amount attributable to
Toledo Edison s 45% ($44.172.000) The Operating
Companies expect to begin realzing most of the
savings identified by the audit by the end of 1991

Fifty paercent of the savings identified by the Audit
Panel were used 1o reouce the 8% rale increase
schedued to go nte effect on February 1. 1981 for
each of the Operating Companies As discussed
previously, - Clevaland Electne rates increased 4 35%
and Taledo Edison rates increased 2 74% under this
provision as approved by the PUCC in January 1991
The rale impact is ditferent for the two companies
because much of the savings will be achieved in areas
such as nuclear operations in which Toledo Edison
stands o achieve grealer savings reiative 1o iis size

in a move 10 become more competitive in Northwest
Ohio, Toledo Edison has proposed a rate reguihon

(7) FEDERAL INCOME TAX

package to all incorporated communities in Toledo
Edison's service area which are served exclusively by
Toledo Edison on a retail basis The package calls for
the elimination of the 2 74% rale increase elective
February 1, 1991 for all resdential and smail
commercial cuslomers. a reduction in residential rates
of 3% on March 1. 1891 and a further residential rate
reduction of 1% on September 1, 1991 Communities
accepting the package must agree to keep Toledo
Edison as ther sole suppiier of electncity for a period of
five years The package also permits Toledo Edison 10
acdjust rates in those communities on Februaty 1,
1994 andg February 1, 1985 f inflation exceeds
spacified levels of uhder emeérgency conditions. All
elgible communities in Toledo EQison & service area.
excep! the City of Toledo have accepted the rate
reduction package

Toledo Edigon plans 1o request PUCD approval to
reduce rates to the same levels 1or the same customet
categones n the Oity of Toledo and the rest of iis
service area It all areas now served by Toledo Edison
receve the benatits of the lower rates. annualzed
revenues will be reduced by about $17.000.000 The
ravenue reductions will not advergely atiect the phase-
In plans as the decrease in revenues will be mitigated
by the cost reductions discussed above

The Operatng Companies have entered into an
agreement with other members of the Auddt Pane! in
which the Operating Companes have agreed 1o use
therr best eflorts 1o avowd rate increases in the years
immediately following 1991

The 1989 orders also se! nuclear performance
standards through 1998 Beginning in 1991, the
Operating Companies could be required to refund
incremental replacement power costs if the standards
aré not met The Operating Companies do not balieve
any refund will be requized for 1991 Fossillgeled
power piant performance may not be “aised as an Issue
in any rale proneeding before February 1994 as kong
as the Operating Companies achieve a sysiem-wide
avalability factor ol at least 85% annualty This
standard was exceeded it 1989 and 1990

Faderal income tax, computed by muiliplymg the income betore tases antd preferred and preterence dividend

books as follows

Boox Income Betore Federsi inpome T ax

Tax ori Book Income gt Stalutoey Rate

raorsase (Doursgse) in Tax
Accekvgted depreciplion
rvesin nt tie deadits on disaliowed nuciear piant
Orgamzanan costs o !
Tares other tran faderal inuome mxes
Chhes temg

Total Fadetal Income Tar Expense

{Centenor Engigy )

tequirements of subsidianes Dy the statutory rates. s reconciled 1o the amount of federal income lax recorded on the

For the years ended December 31,

g0 R T 9%
.vmuaanaio!mnvﬂ
$438 24 sse% 8,065 3 67
WErD. de9 e
§148 040 5%79&2 $ 2278
6,287 10415 €828
{37828 - .

. - E817
112, 116) um) 2080
__ 406 __ 5% _(5:642)

$109 054 31% 5&,2 $ 1) 122

e
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Federal income lax expense s racorded in the Income Stalement as foliows
For the years ended December 31

1990 1984 1688
{ thowsands of poliars |
“pecating Expenses
Current Tax Provison . ! $ 47 685 § 51869 § 6520
Changes in Accumuiated Delerred Federal income Tas
Accewraled gepreciation and amortization I 44 144 26106
Allernative mimimum fas credi , (2'340) (12874 S
Sale and leaseback transactions and amortization . t 817 4 348 13 568
Property tas expense (14 881) - 12.127)
Oeterred CWIF revenues 20 186 2271 (B 453)
Dederred fuei costs 4z 14 384 18 227
System development costs 651 6§58 8187
Davis Blesse | aplacement power - AL 15,201
Federal ncome Tax 1@turn adjusiments - s {1862Y)
Reacqured dett cosis 1,368 {+.250) 4174
Dete.rea operating erpenses 2454 1.021 14813
Net operating loss carrytorward ~ — (2 545)
Other ems 19 8% 5254 (B 508)
Investment Tax Credis 2,681 1780 (3 687
Total Charged to Operating £ xpenses : 96.07¢ 122 3BS 123 687
Nonoperating income
Current Tax Provision : (42 356 ) (98 341 (46 432
Changes in Accumulatest Deferred Federal income Tas
Dawvis Besse replacement power - - 5724
Write oM of nuolear costs (22.143) ~ (188.820)
AFUDC ang carrying charges : T4 447 114 300 133 637
Taxes other than federal income taxes . - - §520
Nel operating loss carylorward " -— - (36.831)
Otner tems 2 _ 11782 (3952)
Totai Expense (Crean) 1o Non-aperating Income ; 12848 _T5an {181 .254)
Federal Income Tax inciuded in Cumuiative Eflect of an
Accounting Change for Unbilied Revenues — - 18728
Total Federal Income Tex Expense $108 024 $196 562 $ 11170
=== EIE=TTERL p——

in 1988 a change was made in accounting for income taxes from the deferred 1o the liability method This
change did not impact net income as the adaiional deferred taxes recorded were offset by a regulatory asse! on the
Balarice Shee!

Federal income tax expense adjustments in 1990, associated with previously delerred invastment tax credits
relating 1o the 1988 write-off of nuclear plant investments, decreased the net tax provision related 10 nonoperating
income by $37 522 000 and increased earnings per share by $ 27

The tavorabie resolution of an 1ssue concerning the appropriate year 10 recognize a property tax deduction
resuited in an adjustment which reduced federal income tax expense in 1990 by $14 011 000 ($10.375.00C in the
fourth quarter) ang increased earnings per share by $ 10 (3 07 in the fourth quarter)

For tax purposes, net operating loss (NOL ) carrylorwards of approximately $74 €27 000 $71.532 000 and
$327 852 000 were genereted in 1990 1989 and 1988 respectively The NOL carryforwards are avallable 1o reduce
future taxable ncome and wili expire in 2003 through 2005 The 34% tax effect of the NOLs generated in 1990
($25.373.000) and 1989 ($24 321,000) is ncluded in the above table as a reduction to deferred federal income
tax relating to accelerated depreciation and amortization The 34% tax effect of the NOL generated in 1988
($111.470 000) 1s included in the above table as reductons 10 deferred federal income tax relating 1o accelerated
depreciation and amortization ($72 094 000) and to deferred lederal income tax charged to operating exper.ses
($2.545 000 ) and to nonoperating income ($36.831.000) Future utihzation of thess tax NOL carryforwards
would result in recording the related delerred taxes

Approximately $31 665 000 of unused general business tax credits are available 1o reduce future tax obligations
The unused credits expire in varying amounts in 2007 through 2005 Utilization of these unused credits is imited by
provisions of the 1986 Tax Act and the level of future taxabie income to which such credits may be apphed

The 1986 Tax Act provides for an AMT credit 10 be used 1o reduce the regular tax 10 the AMT level should the
reguiar tax exceed the AMT AMT credils of $24.340.000 and $12 874 000 were generated in 1990 and 1985
respectively

{Centenior Energy ) £-17 (Centeror Energy)
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We sponsor noncontnbuting pension plans which cover
all empioyee groups The amount of retrement
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 s 1o
comply with the Empioyee Retiremen! Income
Security Act of 1974 guidelines
During 1980, we offered our second Voluntary Early

Retire: nent Opportunity Program (VEROP) Operating
expenses for 1990 included $15.000 000 of pension
plan accruals 1o cover enhanced VEROP benelits
plus an additiona: $28 000,000 of pension costs for
VEROP benefits being paid 1o retirees from corporate
funds The $28.000 000 is not included in the pension
data reported below Operating expenses for 1990 also
included a credit of $41 000 000 resulting from a
settlement of pension abligations through lump sum
payments 1o a subslantial number of VEROP retirees
Net pension and VEROP costs (credits) for 1988
through 1980 wete compnsed of the following
components

1990 198G 10&8

 (millions of doflars)
Pension Costy (Credils )

Service ot for benehis samed

duning the penad - .. L § v $12
interest cost on prosectad benetit

abhgaton ! ar 35 33
Aclu@l return on plan assets . (8 {73} (76}

Nei amortization and deterral 5 W 19
Net pension credis . {8 {11} {12)

VEROP rost . 15 — 6
Settement gain 8y = =
het credits .. $i34) &1y 0§ (8

b= _t= "

The foliowing table presents a reconciliation of the
funded status of the plans at Decembser 31, 1990 and
1289

. Decomber 31, _

1990 1989

{mullioris of doflers )
Actuarial presen! vishue of benalit

oblgatons
Vasted benefits $ 330 § 328
Norvesled benefits 2 o __gg
Accumulated beneft atiligaticn 354 A5E
£flac! of fulute compensaton levels _ 72 17
Tota projected benelt sbhgation 428 473
Plan assets al tak marks! dalue . _«§§__3 ..Hﬂ
Swrplis of plan assels gvet growoied
bereht abligabon .. .. 227 288

Unracognized net gan gue 1o vanance
between dusumphons and siperiencs
Unresogiuzed plior service conl : 13 &
Transihon asset at January 1, 1987
beng amortized over 19 years _11e8) {141}
Net prepain (acorued) pensn oot
inchatied 1n ather defensad dnarjes
{eregis) pe the Balanws Sneat 3 29 $ {8

®
L
a2

{ Centerior Energy) £.18

The settiement (discount) rate assumplion was -
8 5% for December 31. 1580 and 8% tor December 31,
1989 The Jongterm rate of annual compensation
increase assumption was 5% for both December 31,
1890 ana December 31, 1988 The term rate of
"33;" on plan assels assumption was 8% n 1990 and
1

Plan asseis consist primarily of investments in
common slock bonds, guaranteed nvestment
contracts cash equivalert secutities and rea!l estate.

The cos! of postretirement medical benefits
amounted 1o $6 500 000 in 1990, $5,000 000 in 1989
and $3 800 000 in 1988 Consistent with current
ratemaking practices, theso costs are recorded when
pad

in December 1990. a new accounting standard for
postretitement benefils other than pensions was
issued This standard requires employers 10 acorue
the expected cost of such benefits duning the
employees years of service The standard also
requites the recording ot a cumulative transition
obhigation agjustment which can be recognized
immediately, subyect ta certain limitations, or amortized
over the longer of 20 years or the average remaining
servine period of active employees expected 10 receive
berefits We are required 1o adop! the new standard
no later than 1893 Although we have not completed an
analys:is 1o determing the effect of adopting the new
standard, we do not expect adoption {o have a
material adverse effect an our financial condition or
results of opetalions bacause of expected future
reguiatory treatment Any liabilithes recarded pursuarnt
to the standard may be essentially offset by reguiatory
asse!s to reflect anticipated future révenues associated
with recovery through tates

(9) GUARANTEES

Under two long term coal purchase arrangements,
Clevetand Eiectne has guaranteed ceftain foan and
lease obligatons of two mining companies. Toledo
Edison is alse a party 10 one of these guaraniee
arrangements  This arrangemant requires payments to
the mining company for any actual out-of-pocket idle
ming expenses (as advance payments for coall when
the mines are idle for reasons beyond the control of
the mining company Al December 31, 1990 the
principal amouri of the mining companes’ loan and
leace obligations guaranteed by the Operating
Companies was $108 000,000

(Centerior Energy)
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(10) CAPITALIZATION
(a) CAPITAL STOCK TRANSACTIONS

Shares sold retired and purchased for treasury during
the tnree years ended December 31, 1890 are listed in

the foliowing tabie
1990 1989 1088
(thousandas of shares )
Common Stack
Employee Savings Man - - 7
Employee Pur~' ase Plan - ae 82
1978 Key Empioyes Stook
Option an - 17 a7
Total Common Stock Sales - 63 116
Treasury Snares o 138 (108 )
Net Change !1.391) (1,020} 114
Cumulative Pretenad ang
Preference Stock of Subsichanes
Subject 1o Mandatory
Redemption
Cleveland Electne Retrements
Pratered
$ 735 Sees C (101 (10} (16
88 00 Seres £ . {{ (3) (3
75 00 Seres F - (1) (141
B0 00 Seres G 1) (&) {51
145 00 Senes H {14} (4) (4)
145 00 Senes | {4) {4) (4)
Freterence
$ 77 50 Senes 1 - (6} {7
Toiedo Edison Retvements
Pretered
$100 par $11 00 {10) {5) 8}
9375 r {17 (17 a7
Total {58 {52) (893
Cumulative Preferreg Stock of
Subsinanes Not Sutwect 1o
Mandatory Redemption
Toleco Edson Retwements
$26 par 347 . . P {1.200)
Tatai : — — {1.200)
_— pr-——=5g p—

Shares of con.mon stock reguired for the Empioyee
Savings Plan and the Empioyee Purchase Plan are
being acquwred in the apen market

Centenor Energy began a program in 1989 to
purchase up to 3 000,000 shares of its common stock
al prevailing prices n the open marke! in the period
between March 28 1989 and March 31 1991 As of
December 31, 1990 2 510,000 shares had been
purchased at a total cost of $46 198 000 Such shares
are being heid as treasury shares

(b) COMMON SHARES RESERVED FOR ISSUE

Common shares reserved for issue under the Employee
Savings Plan and the Employee Purchase Plar were
3176727 and 21 448 shares respectively. at
December 31 1890

Stosk optians to purchase unissued shares of
commeon stock under the 1978 Key Employee Stock
Option Plan were granted at an exercise price of 100%
of the farr market value at the date of the grant No
additional options may be granted The exercise prices
of option shares purchased dunng the three years
ended December 31 1990 ranged from $14 09 to
$17 41 per share Shares and price ranges of

(Centenor Energy ) F<19

outstanding options held by empioyees were a«

follow
v 1978 Key Employee
Srwck Gption Pia 4

LT R T

v —

Options Outstanding at

December 31
Shares 188665 215187 514803
Option Pnces $140010 $408 1w $1400 o

$20 73 $2073 $2073

(c) EQUITY DISTRIBUTION RESTRICTIONS

At December 31, 1990, consolidated retaned earnings
were comprised almost entirely of the undistributed
retaned earnings of the Operating Companies
Substantiully all of their retained earnings w~.e
avalable for the declaration of dividends on their
respective preferred and common shares All of then
common shares are heid by Centerict Energy

Any financing by ar Operating Company of any of
its nonutility affilates requires PUCO authorization
uniess the financing 1s made in connection with
transactions in the ordinary course of the companies
public utiites business operations in which one
comparny acts on behalf of another

(0) CUMULATIVE PREFERRED AND
PREFEREN(E STOCK

Amounts 10 be pa'd for preferred stock which must be
redeemed durng the nex! tive years are $28.000.000
in 1891 $18, 000 in 1992 and $43.000 000 in
each year 1593 through 1995

The annual manriatory redemption Provisions are as

follows Annual Mangatory
Hedemplion Provisions
() ¢
Redeemed 809'.:*"9 Share
Clevelang Eeging '
Pratered
$ 735 Seres C 10,000 1984 § 100
88 00 Seves E 3.000 1081 1.000
760N Series F 2 384 1985 1.000
145 30 Seqes | 1968 1988 1.000
113 50 Senes K 10.000 whar 1000
Adustatie Seres M 100 000 1891 100
9 125 Series N 150 000 19493 100
Toledo Edson
Pretetrect
$100 par $11.00 5000 1879 100
8375 16 650 1985 100
Spar 28! 400.00n 1863 2%

* Represents remaining shares 1o be redeemed March 1 1061
AR pulstanding shares 10 be redeemes Jdune | 191

The annualzea cumulatve preferred dividend
requirement as of December 31, 1990 1s $60,000.000

The preferrad dividend rates on Cleveland Electnc s
Senes L and M and Toledo Edison's Series A and B
fluctuate based on prevaihng interest rates, with the
Gvidend rates for these issues averaging B 38%
771%. 906% and 9 84% respectively. in 1990 The
dividend rate on Cleveland Electric's Remarketed
Series P avr raged 8 01% in 1990

Under ' 5 articles of incorporation. Toiedo Edison
cannot is.ue preferrea stock unless certain earnings

(Centerior Energy )







Toledo Edison would have been permitted 10 issue
approximately $177.000 000 of bonds based upon
avallable bondabie property at December 31 19390
Toledo Edisan also would have been permitied 10 issue
approximately $56 000,000 of bonds based upon
refundable bonds at December 31 1990 It Perry Unit
2 hau been canceled and written off as of December
31, 1890. the amount of bonds which could have been
ssued by Toiedo Edison would not have changed

Certain unsecured loan agreements of Toledo
Edison contain covenants relating 1o capitalzation
ralios, earnings coverage ralios and limitations on
secured financing other than through fist mortgage
bonds or certain other transactions An agreement
relating to a ietter of credit issued in connection with
the saie and leaseback of Beaver Valiey Unit 2 (as
amended in 1988 ) contains several financial covenants
affecting Centerior Energy and the Operating
Companies Among these are covenants relating to
earmnQs coverage ralios and capitalization ratios
Centerior Energy and the Operating Companies are in
comphance with these covenan! provisions We
believe Centerior Energy and the Operating
Companies will continue 10 meet these covenants in
the event of a write-off of the Operating Companies
investments in Perry Unit 2. barnng unforeseen
circumstances

(11} SHORT-TERM BORROWING
ARRANGEMENTS

Our bank credit arrangements at December 31 1390
were as follows

Cievelana  Toedo Service
Electric  Ecwon  Company  Tow
{ thousands of aollars )
Banw Lines of
Crechi $1652000 $75550 SBO00 $238 &80

There were no borrowings under these bank credi
arrangements at December 31 1890 An adaitional
$5.000,000 ne of credit is available to the Service
<ompany under a $30.000 000 Clevelanda Electnc Iine
of credt if unused by Clevelana Electnic The
$5.000 000 Ine of credit is included in the Cleveland
Eiectric total

(Centerior Energy

Short-term borrowing capacity authorized by the
PUCO s $300 000 000 for Cleveland Electric and
$150 000,000 for Toledo Edison The Operating
Companies have been authorized by the PUCO 1o
borrow from each other on a short-term basis

Most borrowing arrangements under the Operating
Companies short-term bank lines of credit require a
fee of 0 25% per year to be paid on any unused porion
of the lines of credit For those banks withau! fee
requirements the average daily cash balange in the
bank accounts satisfied informal compensaling
balance arrangements

Al December 31, 1990 Cieveland Electric and
Toledo Edison had $87 110,000 ana $23.200.000
respectively. of commercial paper outstanding The
commerc:al paper was backed hy al leas! an equal
amount of unused bank Lnes of credit for both
Operating Comparves

The fee for the Service Company's ines of credi is
0.25% per year 1o be paid on any unused portion of its
ines of cred:

R0 formal short-term botrowing arrangements have
been establisheo for Centerior Energy

(12) CHANGE IN ACCOUNTING FOR UNBILLED
REVENUES

Prior to 1888. revenues were recorded in the
acocounting penod durng which meters were read
Utility service rendered after monthly meter reading
dates through the end of a calendar month {unbilied
revenues ) became a part of operaling revenues in the
following month. 11 January 1988 we adopted a
change in account ng for revenues in order 1o accrue
the estimated amo int of unbilied revenues at the end
of each month

The adoption o this accounting method increased
1988 net income 3 581 000 (net of $1.845 000 of
income laxes) anc earmings per share $ 03 before the
cumulative effect o1 periods prior 10 January 1, 1988
The cumuiative effe ! of the change on the periods
prior 10 January 1. 1788 was $28 153 000 (net of
$18.729,000 of ncon ¢ taxes ), ot § 20 per shate and
was included in 1988 1 et income

{ Centenor Energy)
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FINANCIAL AND STATISTICAL REVIEW
Operating Revenues (thousands of dollars)
Yotel . Srearr Tota
Fi ol ety {
¥ oar Rasannia Commer ol inusing! (e Hela Wholesaie fhc!.uc &_39@ Ar;:w!\g
1990 $T18 078 $668 910  S77H301 SRR TS4  B2057 133 § 10542 $2367675 § $2 367 675
1988 68S 735 616 902 746 534 204 760 2 253 940 48 456 2302 43¢ ¢ 302 436
1088 637 32¢ 537 861 676 bB4 84 524 1 835 298 102 262 2 037 560 - < 037 560
1987 629 663 §31 682 685 858 36 erz 1 BHT 8§76 24 408 1811 988 13 37 1928 35¢
1966 596 445 616 614 675 682 LAl ) 1871 457 11 381 1 882 838 12 9563 1895 &
1980 384 872 301 §13 461 604 53 633 1211 842 36 966 | 248 6508 22 0a7 1 270 665
Operating Expenses (thousands of dollars)
Othy
Fuel & Orpecation Deprociation Taves Phase i & Fdera Toww
Purchased 4 A Othart Than Pre phase HCOmp Coersing
Y B Frwe Maintenance Amorization L2 e Rlnie et Tases .
1890 $412 81 $862 738 $261 640 $280 425 § (43 211) $ 96 076 $1 863 098
1988 413816 860 138 280 818 280 B71 (66 623 122 388 1 B70 508
1008 381 4 865 632 264 824 268 550 188 208) 123 897 1 726 885
1987 70 466 642 584 214 420 267 5821 BT 623 106 912 1 553 281
1986 622 281 550 874 141 009 1894 825 — 136 181 1 547 270
1880 490 658 280 722 80 621 112 832 64 950 1030 784
Income (Loss) (thousands of dollars)
Fedes Incorw
Other nCome InGoene (L0898
income & Taxes— Botore Alte
Operating AFUDC Deductions Carryng Croont Irieres Dyt AFUDC- Irilpips
Year NCome Eauity Net Charges |E1pense Charges Interpst Dett  Cheiges
1990 $504 576 & 7883 § (11) S205085  $(12948) $704 585 S84 278§ (5 993) 8326 300
1989 431 931 18 330 4212 299 158 (73177} B8O 085 366 as1 (12 929) 332 503
1088 311 665 13 604 (489 047 i (m) 372 185 131 254 338 &0 378 282 (6 137 (32 624)
1987 372 065 299 308 (67 B21) 39 589 121 128 774 273 435 042 {137 287, 476 488
1686 348 5214 308 405 {8 108) - 116 422 78S 240 406 465 (118 145 476 920
1980 230 871 69 316 8 ABa - 27 180 335 851 1683 488 (40 189 192 561
Income (Loss) (thousands of dollars) Common Stock (dollars per share & %)
income
{Lo8s )
Betore Rytym on
Preterrpa & Cumuiative Lamuative Avarage Average
Preleence £ et of an EMect of an Neit Shaves Commun
Stock Actounting Account income Cratsmnang(e) Earmngs Stocx Osctencs Hoos
Your Owdengs _ Change  Change(B) _ (ioss _imotands’ _ ((ossi(e) _Eaun __ Owede) _vaneis)
1990 $61 B4 § 264 459 $ - $264 459 138 885 $ 190 §as $1.60 $20.30
1989 66 617 266 Ble - 266 886 140 468 1680 ge 160 15 99
1588 68 48y (102 113) 28 153 (73 980) 140 778 (0.53) 25 184 19.68
1987 Bb 135 380 353 -~ 390 383 138 388 282 128 258 2210
1886 85 027 391 892 - 391 893 126 927 304 137 249 2213
1880 45 732 146 829 - 146 B29 &7 18% 2% 118 1 82 1937
NOTE 1980 gata s the result of combining ana restating Cieveland Electric and Toledo Edson data
(8) Inciudes write off o nuciear cosis n the amount of $534 355 000 v 1988
(b) in 1988 the Operating Companies adopled a change in the method of accounting 1or untiled Ievenues
{€) Dutstanding shares lur Ihe perods prior 1o Apri 29 1986 refiec! the Cleveiana Clecing 1 11 1or ane sxchange rahic and the Tolede Edison one tar
one excrange rahe lor Centerir Energy shares
(Centerior Energy F-23 (Centenor Energy)






REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Share Owners of
The Cieveiand Electric liluminating Company

We have audited the accompanying consolidated
balance sheet and consolidated statement of
cumulative preferred and preference stock of The
Clevelangd Electri- luminating Company (a wholly
owned subsichary of Centenor Energy Corporation )
and subsidianies as of December 31 1980 and 1989
and the related consolidated statements of income.
retained earnings and cash tliows for each of the three
years in the period ended December 31, 1990 These
financial statements and the schecules referred to
below are the responsibiity of the Company s
management Our responsibility 18 10 express an
opimion on these financial statements and schedules
based on our audits

We conducted our audits in accordance with
generally accepted audiing standards Those
standards require that we plan and perform the audit to
obtain reasonable assurance aboul whelher the
financial statements are free of matenal misstatement
An audit includes examining. on a test basis. evidence
supporting the amounts and disciosures in the financial
statemenis An audit aiso includes assessing the
accounting prinuiples used and significant estimates
made by managemen! as well as evaluating *he overall
financiai statement presentation We beiieve that our
audits provide a reasonable basis for our opinion

In our opion, the financial statements referred to
above present fairly i all matenal respects the
financial position of The Cleveland Electric lluminating
Company and subsicianes as of December 31 1980

Clevelang, Onio
February 12 1991

{Cleveland Electric)
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and 1989 and the results of their operations and their
cash flows for each of the three years in the perod
ended December 31, 1980 in conformity with generally
accepled accounting principles

As discussed further in the Summary of Significant
Accounting Policies and Notes 7 and 12 a change
was made in the methods of accounting for income
ltaxes and unbilled revenues in 1988 retroactive 10
January 1. 1988

As discussed further in Note 3(¢ ). the future of
Perry Unit 2 1s undecided Construction has been
suspended since July 1985 '‘arious options are being
considered including resuming construction or
canceling the unit Managemen! can give no
assurance when. if ever, Perry Unit 2 will go in setvice
or whether the Company s investment in that unit and
a return thereon will ulimately be recovered

Our audits were made for the purpose of forming an
opinion on the basic inancial statements taken as a
whole The scheduirs of The Cleveland Electric
Huminating Cumpany ~nd subs:diaries hsted in the
Ingex to Schedules are presented for purpuses of
complying with the Securities and Exchange
Commussion s rules ana are not part of the basic
.nancial statements These schedules have beer
subjected 1o the auditing procedures applied in the
audits o! the basic financial statements and. in our
opinion. fairly state i all matenal respects the financial
data required 10 be set forth therein in ralation to the
basic inancial statements taken as a whole

Arthuyr Angersen & Co

{Cleveia~d Electng )
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ‘
GENERAL

The Cleveland Electric Wuminating Company
(Company) s an electric utiity and a wholly owned
subsidary of Centenor Energy Corporation (Centerior
Energy ). The Company foliows the Uniform System of
Accounts prescribed by the Federal Energy Reguiatory
Commission (FERC) and adopted oy The Public
Utilities Commussion of Ohia {PUCO} The financial
statements include the accounts of the Company s
wholly owned subsidiaries, which in the aggregate are
not matenal

The Company is 8 member of the Central Area
Power Coordination Group {(CAPCO). Other members
include The Toledo Edison Company ( Toledo Edison )
Duquesne Light Company (Duguesne ), Ohic Edison
Company {Ohio Edison) and Pennsylvania Power
Company (Pennsylvania Power) The members have
construcied and operate generation and transmission
faciities for the use of the CAPCO companies, Taledo
Edison 1 also a wholly owned subsichary of Centenor
Enargy

RELATED PARTY TRANSACTIONS

Operating revenues operating expenses and interest
charges include those amounts for transactions with
affihated companies in the ordinary course of business
operations

The Company's transactions with Toledo Edison are
primarily for inteérehange power, transmission hine
rentais and ointly owned power plant operations and
cunstruction. See Notes 1 and 2

Centenar Service Company (Service Company )
the third wholly owned subsiciary of Centenar Energy
provides, at cost, management, financial
agminigirative. engineering. legal and olher services 10
the Company and other affihated companies The
Service Company billed the Company $108.000 000
$92 000 000 ang $75.000.000 in 1890 1988 and
1988, respeclively, for such seraces

REVENUES

Customers are billed on a manthly oycle basis for their
energy consumptlion based on rate schedules or
contracts authonzed by the PUCD. Etfective January
1, 1988; the Company changed its method of
accounting to accrue the estimated amount of unbilied
revenues (as defined in Note 12) at the end of each
month

A fusl tactor s added to the base rates tor glecinic
service This factor 15 designed to recover from
cuslomers the costs of tuel and most purchased
power it 15 reviewed semannually i a heanng belore
the PUCO

FUEL EXPENSE

The cost of fossil fuel s charged 1o tuel expense based
on inventory usage. T1 e cost of nuclear fual, including
an interest compoarnient. 15 charged to fue! expense
based on the rate of consumption Estimated future
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nuclear fue! disposal costs are being recovered through
the base rates

The Company defers the differences between
actual tuel costs and estimated fuel costs currently
being recovered from customers through the fuel
factor. This matches fuel expenses with tuel related
revenues

PRE-PHASE -IN DEFERRALS OF OPERATING
EXPENSES AND CARRYING CHARGES

Tne PUCO authonized the Company 10 record. as
deferred charges, operahng expenses (Including lease
payments, depreciation and taxes) ang interest
carrying charges for Beaver Valiey Power Station Unit
2 (Beaver Valley Unit 2) from ils commercial-in-
service date in November 1987 through December
1988 After the PUCT determined thal Perry Nuclear
Power Plant Umit 1 (Perry Unit 1) was considered

used and useful in May 1987 for regulatory
purposes, the PUCD authorized the Company to defer
operating expenses (including depraciation and
taxes) tor Perry Unit 1 trom June 1987 through
December 1987 when these costs began 10 be
recovered m rates The PUCO aiso authonized the
deterral of interest and equily carmying charges
exclusive of those associated with aperating expenses
tor Perry Unit Y from June 1987 through December
1987 and the deferral of anly interest carrying charges
from January 1988 through December 1988 The
amounts deterred tor Perry Unit 1 pursuant to these
PUCO accounting ordets were included in property,
plant and squipment through the commercial-in-service
dale n Novermber 1987 Subsequen! fo that date
amounts deterred for Perry Unil 1 were recorded as
deterred charges Amorlization of these Beaver Valiey
Unit 2 and Perry Unit 1 delerrals (called pre phase-n
deferrals ) began in January 1989 in accordance with
the January 1989 PLUCC rate order discussed in Note
6. The amortizations will continue aver the lives of the
related properly

PHASE-IN DEFERRALS OF OPERATING
EXPENSES AND CARRYING CHARGES

As discussed in Note 6_1né January 1989 PUCQO rate
ardet lor the Company included an approved rate
phase-in plan tar the Company's investments in Perry
Urit 1 and Beaver Vaiey Unit 2 On January 1, 19838
the Company bhegan recording the deferrals ot
oparating expenses and interest and aquity carrying
gharges on deterred rate-based investmen! pursuant to
the phase-n plan. These deferrais (called phasean
deferrals ) will be recovered by December 31. 1998

DEPRECIATION AND AMORTIZATION

The cost of property  plant and equipment, except for
the nuclear generating urits, (& depreciated over their
estimated usetul iives on a straightline basis The
annuad!l straght ine daprecialion provision expressed
as a percent of average depreciable utilily plant i
service was 3 3% in 1990 and 3 9% in 1989 and 1988
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The 1990 rate deciined because of a change in
depreciation rates attnbutaole to longer estimated
lives tor nonnuclear property The approved this
change in depreciation rates effective January 1, 1990
which reduced depreciation expense for 1990 by
$12.070 000 and increased earnings $9 000 0G0

Depreciation expense 1or the nuclear units (s based
on the units-of-production method In 1990 the
Nuciear Regulatory Commussion (NRC ) approved a
six-year extension of the operating license for the
Davis-Besse Nuclear Power Station (Davis Besse)
The PUCO approved a change in the units-of-
proguction depreciation rate for Davis-Besse eflective
January 1, 1990 which recognized the Iife extension
This change reauced Jepreciation expense for 1890 by
$5.960 000 ang increased earnings $4 000 000

Eftective July 1988 the Compariy began the
external funding of future aecommcssmnmg costs for its
operating nuciear units pursuant 10 a PUCO order
Cash contributions are made 1o the funds on a
strgight-line basis over the remaining licensing pernod
for each unit Amounts currently in rates are based on
past estimates of decommssioning costs for the
Company of $63.000 000 in 1986 dollars tor Davis
Besse . .d $44 000 000 and $35 000 000 in 1987
doliars tor Perry Urat 1 and Beaver Valiey Unit 2
respectively Actual decommussioning costs are
expecied 1o exceed these estimates 1 s expected
that increases in the cost estimates will be recoverable
in rates reculting from future rate proceedings. The
current leve: of expense being funded and recovered
from customers over the remaining licensing perods of
the units & agporoximately $4 000,000 annually

FEDERAL INCOME TAXES

The financial statemer:'s reflec! *he hability method of
accounting for income ‘aver as a result of adopting a
new standard for accounting for income taxes in 1888
The habiity method requires that the Company s
deferred tax habidities be adjusted for subsequent tax
rate changes and that the Company record deferred
taxes for all temporary differences between the book
and tax bases of asse's and habities A portion of
these lemporaty differences relate to timing
differenices that the PUCO used 1o reduce prior years
tax expense for ratemaking purposes whereby no
deferred taxes were recorded Since the PUCO
practice permils recovery of such taxes from
customers when they become payabie, the net amount
due from custoners has been recorded as a regulatory
asse! in deferred charges

For certan property, the Company feceived
investment tax credits which have been accounted for
as deferred credits. The amortization of these
nvestment tax credits s reported as a reduction of
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depreciation expense under the abilily method See
Note 7

DEFERRED GAIN FROM
SALE OF UTILITY PLANT

The Company entered into a sale and leaseback
transaction i, 1987 for the coal fred Bruce Mansheld
Generating Plant (Mansfield Plant) as discussed in
Note 2 The transaction resulted in a net gain which
was deferred The Company i1s amortizing the
apphicable deferred gain over the term of the leases
under the sale and leaseback agreement The
amortization and the lease expense amoun! are
recorded as other operation and maintenaice expense

INTEREST CHARGES

Debt interest reported in the Income Statement does
not inclugde interest on nuciear fue! obligations Interest
on nuclear fuel obhgations for fuel under construction
18 capitalized See Note &

Losses and gains realized upon the reacquisiion or
regemption of long-term debt are deferred. consistent
with the regulatory rate treatment. Such losses and
gains are either amortized over the remainder of the
ongmnal lite of the deb! issue retired or amortized over
the iite of the new deb! 1ssue when the proceeds of a
new issue are used for the debt redemption The
amortizations are included n debt interes! expense

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are stated at onginal
cost less any amounts ordered by the PUCO to be
written off Included in the cost of construction are
iems such as related payroll taxes pensions. fringe
benefits, managemen! and general overheads and
aliowance for tunds used dunng construction
(AFUDC) AFUDC represents the estimated
compaosite debt and equity cost of tunds used to
finance construction This noncash aliowance 1s
credited to income except for certain AFUDC for Parry
Nuclear Power Plant Unit 2 (Perry Und 2). See Note
3{c) The gross AFUDC rate was 10 48%. 10 91%
and 11 23% n 1990, 1988 and 1988 respectively

Mantenance and repais are charged to expense as
incurted Certain maintenance and repair expenses for
Perry Unit 1 and Beaver Valley Unit 2 are being
deferred pursuant to the PUCDO accounting orders
discussed above The cost of replacing plant and
equipment is charged 1o the utility plant accounts The
cost of property retred plus removal costs. after
deducting any salvage value 18 charged 1o the
accumulated provision for depreciation

{ Cleveland Electric)
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. Credns for carrying charges recorded in
nonoperating income decreased in 1990 because a
reater share of our investments in Perry Unit 1 and
ver Valley Unit 2 were recovered in rates The
decrease in the federal income tax provision related to
nonoperating iIncome was the result of a decrease in
pretax nonoperating ncome and federal income lax
adjustments of $18.712 000 associated with
previously defarred investment tax ciedits relating to
the 1988 write-oft of nuclear plant interes! expense
increased in 1990 because of the highet level of debt
outstanding which was partially ofset by refinancings

1989 vs. 1988
Factors contributing 1o the 9 7% increase in 1989
operating revenues are as follows

Increase

Chengs i Dperating Revenues {Dacrease)
Base Rates and Miscellaneous §112 000 000

Deterred CWIP Revenues 43 000 00D
Fuel Cost Recovery Revenues 21000 000
Sales Volume and Mix 16 000 000
Saies 10 Ohio Edison and Pennsyvarus Power (52.00C 000 |

$140.000 000

IR

The January 1989 rate order for the Company was
primarily responsible tor two major factors impactng
the increase In revenues The PUCO granted the
Company a 9% rate ncrease eftective in February
1989 The increase in revenues attributable 10 delerred
construction work in progress (CWIP) revenues n
1989 resulted from the reducuon in the amoum of
deferred credits for the murror CWIP refund obiigations
10 customers Fuel cos! recovery revenues increased
in 1989 because of a significant nse in the fuel cost
recovery factors compared to 1988 The lower 1988
factors recognized a greater amount of refunds to
customers ordered by the PUCO for certain
replacement fuel and purchased power costs collected
from customers dunng a 19851886 Davis Besse
outage Total kilowatt-hour sales decreased 2 3% in
1988 The comparatively modarate summer weather in
1989 lowered sales because of reduced au
conditioning usage Residential sales decreased ) 3%
Commercial sales increased 4 2% as 2 resull of
continuing growth from new office bulddings and retail
outlets industral sales decreased 2 6% principally
because ¢f an B 5% reguction in sales to large prnimary

metals and automotive customers Sales 10 other
industrial customers increased 2 5% The decrease in
revenues from sales 1o Ohio Edison and Perinsylvania
Power was the result of the May 1889 expiration ol the
Company's agreement 1o sell a portion of its share of
Perry Unit 1 capacity

Operating expenses increased 9 2% in 1989 Lower
deferrals of nuclear operating expense for Perry Unit 1
and Beaver Valley Unit 2 resulted in a $56 000 000
increase in expense Fuel and purchased power
expense increased largely because of the matching of
expense with higher fuei cost recovery revenues
discussed in the preceaing paragraph Improved
nuclear unit availability enabled the Company o sell
power 10 other utithies The excess of revenues over
cost s treated as a reduction it purchased power
expense which pushioned the Acrease in tuel and
purchased power expense for the year Depreciation
expense increased refloctive of the ncreased
generation trom the Company § nuclear units since
thewr depreciation i1s recorded basad on units-oh
proguction

Nonaperaling income credits for carrying charges
increased in 1889 because the phase - in and pre
phase-in carrying charges recorded in 1989 were
greater than the pre phasen carrying charges
recorded in 1988 Interest expense increased m 1988
because of the highet level of deb! oulstanding
Preferred and preference dividend requirements
decreased in 1988 because of stock redemptions

EFFECT OF INFLATION

Although the rate of inflation has eased in recent years
we are stll altected by even modest inflation since the
regulatory progess introduces a time-lag during which
increased cosls of our labor. maternals and services are
nol refiectad in rates and fully recovered Moreover
reculation allows only the recovery of histoncal costs
of plant assets through depreciation even though the
costs 1o replace these assels would substantially
exteed therr histoncal casts in an inflationary economy

Changes in fuel costs do not a¥ect our results of
operations since those cosls are deferred uniil
reflected in the fuel cost recovery factor included in
customers bills

—— S

ReTaiNED EARNINGS

Balance at Beginning of Year
Additions

Net income
Deductions
Dradends geclared
Common stock
Preferred stock
Preterence stock

Dthet, pnmarily preferred stock regemption expenses

Net increase (Decrease )
Balance at End of Year

THE CLEVELAND ELECTRIC IWLUMINATING COMPANY AND SUBSIDIARIE S

For the years ended December 31,

1980 aBs 1088
( Ihousanas of dokars

§ 507,375 § 450709 § 604516
242,328 250 219 Q5 0BS
(149,199) {161.662) (198 445)
(36,205) (40 769) (41.203)
— {124) {638 )
___(740) IR, - 394
56,184 __ 47666 (144 807)
$ 563,559 $ 507375 $ 459709

The accompanying notes and summary of signihicant aceounting policies are an integral part of this statement
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INCOME STATEMENT

Operating Revenues
Operating Expenses

Fuel and purchased power (1)

Other operation and maintenance
Depreciation and amortization

Taxes, other than federal incame taxes
Phasein deferred operating expenses

R —

Pre phase in defarred operating expenses

Federal income laxes

Operating Income
Nonoperating income

Allowance for equity funds used dunng construction
Other income and deductions, net

Write off of nuclear costs
Phasein carrying charges

Pre-phase in carrying charges
Federal income taxes — credit {expense )

Income Before Interest Charges

interest Charges

Debt interest

Allowance for borrowed funds used dunng construchior

B TR ———————
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THE CLEVELAND ELECTRIC fLLUMINATING COMPANY AND SUBBIDIARIES

For the years ended December 31

1990

§1,655 844

377,087
514,186
175,654
197,454

(33,960)
3.948
76,099

1,309,463
346,381

450
1,836

161,598

(20.401)
147,564
493,945

254,936
(3,319)

251,617

Income Before Cumulative Effect of an Accounting

Change

242,328

Cumulative Effect on Prior Years (1o December 31, 1987)
of an Accounting Change for Unbilled Revenues (Net

of Income Taxes of $14 552.000)

Net Income

Preferred and Preference Dividend Requirements
Earnings Available for Common Stock

{1) Includes purchased power expense of $102 773000 $104 127 000 and $31.774 000

——

242,328
36,682

$ 205646

respectively, related to capacily purchases from Toledo Edisor

1989

[ housandy of doliars)

$1.50 662

A84 543
508 151
193,279
183.120
A 5": 020)
3 BAB
85 275

1 306 236

285 426

B 362
7 834

216,851
17 937
{55 699)
1895 385
480 811

238 042
(7,450)

U an
230,592

260,219

K ey
d'.’ .".1-.

$ 200962

§1

1988

451 578

307 014
524 478
189,731
184 813

104 386
44 654
196,204

265 284

8 052
14 103
257 4001)
24 58
K3 1€2
42 502

297 786

228 879
4.304)

224 575

1990, 1985 and 1988

The accompanying riotes and summary Of signiticant accounting policies are an imegral part of this stalement
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MANAGEMENT'S FINANCIAL ANALYSIS
CAPITAL RESOURCES AND LIQUIDITY
We continue 10 need cas!, for an ongoing program of
constructing new facihies and modifying existing
facilities 10 mee! anlcipated demand for eleciric
service. 10 comply with governmental reguiations and
to improve the environment Cash s al=o needed for
mandatory retrement of securities Over the three
year period of 1088 1990, these consliuction and
mandatory retirement needs totaled approximately
$775 000 000 In addion we exercised vanous
options 10 redeem and purchase approumataly
$400 000 000 of our securities

During the 19881890 penod. the Company issued
$356 430 000 of frst mortgage bongds and oblaned
$56 000,000 of term bank loans In 1988 and 1880
the Company also issued $550.000 000 of secured
medium term notes The Company utilized s short:
term borrawing arrangements (explained in Note 1)
which resulted in the Company having $87 110 000 of
commercial paper and $17 000 000 in notes payable
to affilates outstanaing at December 31. 1990
Progceeds from thase financings were usesd to pay our
congtruction program cocts. 1o repay portions of
shorl-term debt incurred to finance the construction
program 10 retire redeem and purchase outstanching
secutities and tor general corporate purposes

The Company was granted rate increases eftective
n 1889 1990 and 1391 pursuant to the January 1989
PUCO rate order See Note 6 for a discussion of the
ra‘e order which provides 1or specific levels of rate
increases through 1981 Although the rate orger
required us 10 write off certain assets in 1988 which
jowered our earnings base our current cash fiow was
not impared Internally generated cash increased n
1988 ana 1990 from the 1988 level as a result of the
r818 INCreases

Estimated cash requrements for 1991-1883 are
$605 000 000 tor our construction program and
$215 000,000 for the inandatory redemption of debt
and rveferred stock We expect o finance externally
about 33% of our 1991 construction and mandatory

(Claveland Electnc )
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redemption requirements of approximalely
$267.000 000 We expect 10 inance externally about
50% to 60% of our 1982 and 1893 requirements it
economical we may also redeem aadiional s¢ urites
under optional regemnplion provisions See N\ e
10(c) and (d) for information concerning bmaations
on the issuance of preterred and preference stock and
debt

Our capital requirements will increase atter 1994 as
a resull of the Clean Air Act of 1980 (Clean Ar Act)
Our future capita spending will depend on the
implementation stralegy we choose 10 acheve
compliance with the new law See Note 3(b)

We expect 10 be able 10 ro'se cash 3s needed The
availabiny of capital 10 meet our extamnal financing
needs however depends upon such factors as
financial marke! conditions and our cred! ratings
Current securities ratings for the Company are as
follows

Srangard Mooy §

& Poon & ¥ vBRITS

Coporatior  Sarvice

Fita! marigage bonds Bab~ Baac
Prgtered Block Rt baal

A write-off of the Company s nvestment in Perry
Unit 2 as giscussed in Note 3(¢) . would not reduce
retained earnings sutficiently 1o impair the Company s
abiity to geciare dividends and would not aftect cash
fiow

The Tax Reform Act of 1986 (1986 Tax Act)
provided for @ 34% income tax role in 1988 and
therealter the repeal of the investmen! tax credd
scheduled reductions in investment tax credi
carrylorwards less favorable depreciation rates, a new
alernative mmimum tax (AMT) and gther dems
These changes had no significant cash flow impact in
1988 because we had a ne! operating loss tor tax
purposes i+ wever the changes resulted in increased
tax paymeénis and a reduction in cash fiow durning
1989 and 1990 because we were subject 10 the AMY

31 (Clevedang Flectag)
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CasH FLows THE CLEVELAND ELECTRIC ILLUMINATING COMPANY AND SUBSIDIARIES

__For the years ended December 31,
L1990 1089 1088

it ousands of dollars )

Cash Flows wom Operating Activities '

Net Income L v .1 ¥ | $ 242320 § 260219 § 95085
Adustments 1o Reconcile Net income 1o Cash from Operating
Activities
Depreciation and amortization 175.654 193.27 189 731
Deferred federal income taxes . \ 111,028 108 261 18.650
investment tax credils, ne! , . (17.224) {68) {(10.607)
Write off of nuclear costs . . . B - 257 400
Deferrud and unbilled revenues (38,134) (32.168) 8,200
Detened fust | . . 11.410) 8827 {33.908)
Carrying charg s capitalized . . , : (161,598) (234 788 (224 585)
Leased nuclear fuel amaortization . 47,028 88 712 44 o1
Deterred operating expenses. net (30.012) (4B 132) {104.396)
Allowance tor equidy funhds used dunng constroclion . (4,531) (B.362) (8.052)
Amartization of reserve for Davis-Besse refund abhgations 1o
customers LoV Joem _ — (12.162) (20.34Y)
Pension se ttlement gain . (34,517) -~ —
Cumulative eflect of an accounting change . - - {21.874)
Changes n amounts due from customers and others, net (16,878) {9.251) (7.967)
Changes in invertories. . ... (22.484) (4.918) Q379
Changes in ascounts payabie T . 39,051 (6.694) 45 601
Changes in working capial atfecting operations (5,196) 29 504 5825
Other noncash i‘ems W _(18278) (w6216 (.7 657)
Total Adjustments . v - 14,494 2283 13130
Net Cash from Operating Activities 256,822 273053 226385
Cash Flows from Financing Activities .
Bank loans, commercial paper and other short term debi 86,688 29 (a0 555)
Notes pavable 1o affilates . ; (157,200) 80 200 73.000
Det ssues
First morigage honds . . .. ¥ \ 100,000 67.700 188 730
Secured medium-term notes . _ 337,500 212,500 -
Term bank loans .. ... ., _ 16,000 40.000 —_
Equity contributions from parent .. . . - e (95)
Maturities. redemptions and sinking tunds . . (211,810) (306 741) (162 411)
Nuclear fuel lease and trust obligations . (56,129) (47 574) (44 911)
Divigends paid - . . (185,851) (202 4a4) (241.422)
Prewums, discounts and expenses e ; : . 48818)  (1697) (313)
Net Cash from Financing Activities o AT8T)  (147.027)  (223.977)
Cash Flows from Investing Activities
Cash applied to construntion . . o (156.769) (158 .585) {189 983)
interast caplalized as aiowance for borrowed funds used
during construction . . . : N , (3,319) (7.450}) (4.304)
Loans to affiiates . . : , . (11,000) - -
Cash withdrawn from sale and leaseback and other trusts - - 264 109
Other cash recewved (applhed) ... . .. : (6699)  (7298) 810
Net Cash from Investing Activities . . (177.787)  (173.333) 60,332
Net Change in Cash and Temporary Cash investments _2ms (47.307)  82.780
Cash and Temporary Cash Investments at Beginning of Year 28330 @ 75637 12887
Cash and Temporary Cash Investments at End of Year $ 31048 $ 28330 § 75637

(1} Interest paid was $244.000.000. $240,000,000 and $224 000,000 n 1990 1989 ard 1988 respectively
Income taxes paid were $18 589 000 $29 106,000 and $84 007 000 in 1990, 1989 and 1988, respectively

(2) Increases w nuclear fuel and nuciear fuel lease and trust obhgations in the Balance Sheet resulling from the
foncash capralizations under nuclear fuel agreements are excluded from 1his statement

The accompanying noles and summary of significant acoounting policies are an ntegral part of this statement
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PROPERTY, PLANT AND EQUIPMENT

Utility plant in service T,
Less accumulated depreciation and amortization

Construction work in progress
Perry Unit 2 . ..

Nuclear fugl, net of amonization
Other property. less acoumutated depreciation

CURRENT ASSETS

Cash and tempaorary cash invesiments
Amounts due from customers and others. nel
Amounts due trom afilates

Unbilied revenues

Materials and supphies, at avorage cost
Fossil fuel inventory, at average cos!

Taxes applicable 10 succeeding years

Other : ; -

DEFERRED CHARGES

Amounts due from customers for fulure federal income laxes

Unamaortized loss on reacquired debt

Carrying charges and operating expenses, pre-phase-in

Carrying charges and operating expenses, phase-in
Other e o -

Total Assets . .

(Clevetand Electnc) F-34

_ December 31,

$6.041,678
1,410,061
4,631,827
175,232
521,464
5,328,523
300,824
43.428
5,672,775

31,048
179,184
19,642
60,700
76,092
37,000
155,069
6926

565,561

671,450
53,160
379,575
464 434
138,202
1,706,821

7. 348187

1989

| thausands of dollars )

$5 878 B2S
1,264 670
a.614,255
203 639
L5320
b 341 188
308 182
45192
5695 562

28,330
162,320
6.252
55,1893
50 481
34117
145 668
_8312
497,673

681 809
47 480
383,527
268 871
95503
1477170

$7.670,405

The accompanying notes and summary of significant accounting pohcies are an integral part of this statement
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THE CLEVELAND ELECTRIC ILLUMINATING COMPANY AND SUBSIDIARIES

___December 31,
1990 1989

( thousangy of doltars )
CAPITALIZATION AND LIABILITIES

CAPITALIZATION
Comimon shares without par value 105,000 000 authorized

( Cleveiand Electnc) F-35
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78 501 000 outstanaing in 1820 and 1989 $1,242074 $1.242074
Oither paid-in capital ; 78,625 78,625
Retained earnings 563,559 __507.318

Common stock equity 1,884,258 1 B2R 074
Praferred stock

With mandatory redemp' on provisions 171,162 212.362

Without mandatory r@édemption provisions 217,334 217 334
Long term debt 2,631,911 2336374

4,904,665 4594 149
OTHER NONCURRENT LIABILITIES, prmaniy nuclear fuel lease
obligations 279,850 305328
CURRENT LIABILITIES
Current portion of long-term debt and preferred stock 97,988 102 836
Current portion of lease obhigations . 64,554 565677
Nutes payable to banks and others . . . 86,854 206
Accounts payable . . 177,963 138,912
Accounts and notes payable 1o amhales 59,884 211.6M
Accrued laxes . .. .. ‘ . 225,666 23353
Accrued interest 53.113 45157
Dividends declared 12,560 13.006
Accrued payroll and vacatnons 17,042 17 638 ‘
Current portion of refund obhgations 10 customers -— 32627
Other - 8,095 _____B807
_B037%9 861068
DEFERRED CREDITS
Unamortized investment tax credits 252,759 278576
Accumulated deferred federal income taxes 1,159,199 1,057 189
Reserve for Perry Unit 2 ailowance for funds used during
construction 124,398 124 398
Unamortized gain from Bruce Manstield Plat sale 389,658 408 268
Other 30,868 41429
1956883 1909 86D
Total Capitalization and Liabilies $7,945, 157 E E?O 408
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NOTES TO THE FINANCIAL STATEMENTS

(1) PROPERTY ( WNED WITH OTHER UTILITIES AND INVESTORS

The Company owns, as a 1enant in common with other utilities and those investors who are owner-participants in
vanous sale and leaseback iransactions (Lessors) certain generating units as listed below Each owner owns an
undivided share in the entire unit Each owner has the nght to a percentage of the generating capability of each unit
equal to its ownership share Each utility owner is obligated 1o pay for oniy its respective share of the construction
and operating costs Each Lessor has leased its capacity nghts 10 a utiity which is obhigated 1o pay for such
Lessor s share of the construction and operating costs The Company s share of the operating expe.ise of these
generating units is inciuded in the Income Statement Property plant and equipment at December 31 1990 includes
the following facilities cwned by the Company as a tenant in common with other utiities and Lessors

in Ownierghip Plant Construction
Service Ownership Power n Work Accumuatedt
Generating Linit Date  Share wia'ls Source Service in Progress Depreciation
in Service {thousands of doilars )
Seneca Pumped Storage 1970 B0 00% 305 Hy i § 65 Qaq § 554 $ 19827
Eastiake Unit & 1972 08 80 4 Caoal 154 589 160% -
Davis Besse 1877 5138 452 Nuclear A S4B 87 088 131 801
Perry Urnit ' and Common Facilites 1987 aw ar Nuciear 1,606 310 hBas 155 529
Beaver Valley Unt 2 ana Commaon
Facuites (Now 2) 1887 2447 201 Nuclear 1 168 653 5 207 120 183
Consiruction Suspenaed (Note 3ic))
Perry Unit 2 Ungertam N ars Nuciear - £21 464 -

$3634Bad  $E71B2  $427 040

Depreciation for Eastiake Unit 5 has been accumulated with depreciable proporty for all generating units rather

than by specific generating units

Ohio Edison and Pennsyivania Power purchased B0 megawatts of the Company s capacity entitiement in Perry
Unit 1 from November 1987 through May 1888 Revenues from this transaction were $31 831.000 and $84 068 000

in 1989 and 1988 respectively

(2) UTILITY PLANT SALE AND LEASEBACK TRANSACTIONS

As a result of sale and leaseback lransactions
completed in 1987 the Company and Toledo Edison
are co-lessees of 18 26% (150 megawatts) of Beaver
Valley Unit 2 and 6 5% (51 megawatts) 45 9% (358
megawatts) and 44 38% (355 megawatts) of Units
1. 2 and 3 of the Mansfield Plant, respectively. all 1or
terms of about 29'%4 years

As co-lessee with Toledo Edison the Company 1s
also obhigated for Toledo Eaison s lease payments. if
Toledo Edison s unable to make its payments under
the Mansfield Plant and Beaver Valley Unit 2 leases,
the Company would be obligated to make such
payments No payments have been made on behalt of
Toledo Edison to date

Future minimum lease payments under these
operating leases at December 31 1880 are

summarized as follows
For the For Tolego

Year Company Eanson

{trwusands of dollars )
1641 § 63000 § 107000
1942 63 000 110 000
1963 €3 000 111.000
1964 £3 000 111,000
1985 §3.000 111,000
Later rears $1578000 32582000

Total Future Minrmum

Lease Payments $1 854 000 $3142.000
comnmprmeTr  RrTmmem

Semiannual lease payments conform with the payment
schedule for sach lcase

Rental expense s accrued on a straight-line basis
over the terms of the leases The amounts recorded by
the Company as rental expense for e Manstield
Plani leases were $70 008 000 in both 1990 and 1989
and $68 010 000 in 1888

(Clevetand Electric)

The Company and Toiedo Edison are responsibie
under these leases for paying all laxes insurance
premiums, gperation and mantenance costs and all
other similar costs for thesr interests in the un s sold
and leased back The Company and Toledo Edison
may Incur agditional costs in connection with capital
improvements to the units. The Company and Toledo
Echison have options to buy the inlerests back at ihe
end of the leases for the far market value at thai ume
or 1o renew the leases Additional lease provisions
provide other purchase options along with conditions
for mandatory termination of the leases (and possible
repurchase of the leasehold interests) for events of
default. These events of delaull include
noncompliance with several nancial covenants
attecting the Company Toledo Edison and Centerior
Energy contained in an agreement relating 10 a lefter of
credit issued in connection with the sae and
leaseback of Beaver Valley Unit 2, as amended in
1589 See Note 10(d)

Toledo Edison s seling 150 megawatts of it;
Beaver Valley Unit 2 leased capacity entitiement to the
Company This sale commenced in November 1988
and we anticipate tha! it will continue at least until
1988 Purchased power expense for this transaction
was $102.773.000. $104,127 000 and $18,533.000 in
1990, 1989 and 1988, respectively In 1988 a portion
($16.061 000 ) of the purchased power expense was
récorded in a deferred charge account pursuant 10 3
PUCO accounting orger This amount 18 beng
amortized 1o expense over the lile of the lease
beginning in 1989 The future minimum iease payments
associated with Beaver Valiey Unit 2 aggregate
$1.836.000 000

{ Clevetand Electne)
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The Company aiso has insurarce . werage for the
ncremental cost of any replacement power pura:ased
(over the costs which would have been incurred had
the units been aperating) after the occurrence of
certain types o' accidents at the Company s nuclear
units The amuunts of the coverage are 100% of the
estimated incremental cost per week during the 52-
woek perod staning 21 weeks after an acoident 67%
of such estimate per week tor the next 52 weeks and
33% of such estimate per week 1o the next 52 weeks
The cos! and duration of replacement power could
substantially exceed the nsurance coverage

(5) NUCLEAR FUEL

The Company has inventotes for nuclear fue! which
shoula provide an adequate supply into the mid-1980s
Substantial additional nuciear fuel must be obtained to
supply tuel for the remaining useful hves of Davis-
Besse Perry Unit 1 and Beaver Valley Unit 2 More
nuclear fue! would be required It Perry Unit 2 were
completed

In 1989 existing nuclear fuel financing
arrangements for the Company and Tolede Edison
were refinanced through leases from a special- purpose
corporation. The total amount of financing currently
avaiable under these lease arrangements s
$609 000,000 ($309 000 000 from intermediate-term
notes and $300 000.000 from bank crea
arrangements ) . although financing m an amount up 10
$900.000.000 s permitted The intermediate term
notes mature in the penod 18993-1897 Beginning in
1991 the bank credit arrangements are cancelable on
two years notice by the lenders As of December 31
1990. $314,000 000 of nuclear tuel was tinanced for
the Company The Company and Tolego Edison
severally lease their respective portions of the nuclear
fuel and are obligated 1o pay for the fuel as i 18
consumed In a reactor The lease rates are based on
vanous intermadiate-term note rates, bank rates and
commercial paper rates

The amounts fnanced for the Company include
nuclear fuel in the Davis-Besse, Perry Unit 1 and
Beave Valley Unit 2 reactors with remaining lease
payments of $€5.000000, $28000000 ang
$33.000 000 respectvely as of December 31 1990
The Company s nuciear fuel amounts financed and
capitalized also included interest charges icurred Dy
the lessors amounting to $19.000 000 in 1990
$25.000 000 in 1989 and $23 000 000 »n 1988 The
estimated tuture lease amortization payments based
on projected consumption are $63 000 000 n both
1991 and 1992 $66 000 000 n 1993 $62 000 000 in
1894 and $56 000 000 in 1995 As these payments
are made. the amount of gredit available 1o the lessor
becomes & /ailabie 10 inance additional nuclear tuel
assuming the lessor s intermediate term notes and
bank credit arrangements continue 1o be outstanding

(6) REGULATORY MATTERS

On January 31, 1988, the PUCQO (ssued an order which
provided for three annual rale increases for the
Company o! approumately 9%, 7% and €% effective
with bills rencered on and after February 1 1988 1990

(Cievelang Electric )

and 1991 respectively The €% increase eftective
February 1. 1991 has been reduced to 4 35% as
discussed below

The annualized revenue increases in 1989 and
1980 associated with the rate order were
$120.700.000 ana $105.700.000. respectively In
1991, the estimatad annualized revenue ingrease
resulting from tha order. as adjusted, is $71,400 000

The January 1989 rate order provided for the
permanent exclusion from rate base of a portion of the
Company 's investment in Perry Unit 1 and Beaver
Valiey Unit 2 The exclusion resulted in a write-off by
the Company of $212 000,000 ($140.000 000 afier
tax) in 1988 Since the order eflectively eiminated the
possibility of the Company recovering its remaining
investmant In four nuclear construction projects
canceled in 1980 and recovering certain deferred
expenses for Davis Besse adotional write-ofis 10taing
$45.000 000 ($28.000.000 aher tax) were recorded
by the Co~ pary in 1988 bringing the total write off of
nuclear costs as a consequence of the order 1o
$257 000,000 ($168 000 000 after tax)

The phase in plan under the January 1989 rate
orger was designed so that the ihree rate increases,
coupled with then projected sales growth, would
provide revenues sutficient to recover all operating
expenses and provide a far rate of return on the
Company s allowed investment in Perry Unit 1 and
Beaver Valley Ur t 2 for len years beginning January 1,
1989 In the early years of the plan. the revenues were
expected 10 be @ss than thal requirad to recover
operating expenses and provide a far return on
investment Therefore, the amounts of operating
expenses and return on investment not currently
recovered are deferrnd and capitalized as deferred
charges Since the unrecovered investment will deciine
over the penod of the phase.n plan because of
depreciation and federal income tax benefits that
result from the use of accelerated tax depreciation, the
amount of revenues required 1o provide a far return
also declines Beginning n the sixth year, the reven .
levels authornzed pursuant 1o the phase:in plan were
designed tu be sufficient to recover that period's
operating expenses. a far return on the unrecovered
investment and amortization of deferred operating
expenses and carrying charges recorded dunng the
earlier years of the plan Ali phase-in deferrals alter
December 31 1988 relating 1¢ these two units will be
recovered by December 31 1998 Pursuant to such
phase-in plan, the Company deferred the following

1890 1989
housands of gobars |
Deterred Operating Epenses § 33860 § 52020
e oS
Cartying Tharges
Dati! $ 51421 $ B1 047
Equity 1101772 135 754

$161 508  $216 851

Under the January 1989 rate order, the amount of
delerred operaling expenses and carrying charges
scheduled 10 be recorded in 1991 thraugh 1993 total
$80 000 000 $51.000 000 and $9 000000
respectively The phase-n pian was designed so that
fluctuations in saies shouid not aftect the level of
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Federal income tax expense 1§ recorded in the income Statement as follows

For the yoars endett December 31

0 LN 1968
Samiing & (Ihousends of Sollars |
LPeIBes
Curtent Tax Provieon § 26834 § 63447 § B2VES
Changes in Acoumusted Detered Federal ncome Tar
Acceleraled deprecution #ad amotization & 35 380 24 448
Alternative mitimu tas Cred! (1% B&0 ) 878 -
Sale and Inaseback ENSACLONS ANY BMOTLZENON 4406 3682 (1178
Property lax expense (10,680 ) -- (1 .068)
Deterrec CWIP revenues . 11 083 11,0086 (4122
Dterrad tuel costs 4763 (318%) 11 628
System gevelnpmer costs 403 348 58
Davis-Besse replacement | ower - 4136 6016
Federal inoome tax returt idiustmants -~ (1§ 340
Reacquited aob! orsts 1,687 (878} (872
Dt 0 aperating expense s 1 458 2289 10874
Other ilems 14118 2620 (4270}
investment Tas Creans 1 49 58 (10,607 )
Total Charged 10 Dpeiating Expenses TH 0EG 86 278 4 654
Ingome
Cutrent Tax Provigion (2% 225 (31.298) (4B 414
i Accumulated Detertss Feoeral Income Tax
Davis Bewse replacemen! powe! - 301
Wine ol of nuclen costs . IRER" - AN TEN
AFUDC ana cirtying chatges 87612 §7 a1 B0 923
Tuepe other then tederal ncome taxes - -~ b 820
Othai lems - (haa) _ 2564,
Total Expunse (Cragi) 10 Nonopetating Income 20 401 56 69¢ _(53162)
Fodetal income Tas Included n Cumulative Efect of an
Accounting Change v Unbilied Revenues - L 1

Totel Federal income Tar £ xpense § 95500 $140 o4 § 56 044

The Company joins in the filng of a consolidated federal income tax return with its affliated companies The
method of tax allocation approximates a sep '~ return result 1or each company

in 1988 a change was made in accounting for Income taxes from the delerred 10 the hability method This
w %d not impact nei ncome as the additional delerred laxes recorded were offse! by a reguiatory asse! on the

noe Sheet

Federal income tax expense adjustments in 1990 associated with previoyusly deferred invesiment tax credits
relating 10 the 1988 write-off of nuclear plant investments decreased the ne! tax provision related 1o nonoperating
income by $18.712 000

The tavorable resolution of an iIssue concerning the appropriate year 1o recognize a property tar deduction
resulted in an adjustment which reduced federal income tax expense in 1990 by $10 100 000 ($8 207 000 i the
fourth quarter )

For tax purposes net operating loss (NOL) carrylorwards of approximately $43 276 000 $47 448 000 ana
$140 833 000 were generated in 1 1989 and 1988 respectively The NOL carrylorwards are avalable 1o reduce
future taxable income wnd will expire in 2003 through 2005 The 34% tax effect of the NOLS gunerated in each year
($14.715 000, $16 132 000 and $47 B84 000 in 1990 1969 and 1988 respectively) & included in the above
table as & reduction to delerred federal Income tax relating 10 accelerated depreciation and amortization Future
utilization of these tax NOL carrytorwards would result in recording the related deterred taxes

Approximately $11 504 000 of unused general business tax credits are avaslable 10 reduce fulure tax obi Jations
The unused credits expire in varying amounts in 2001 through 2005 Utidization of these unused credis 1s imited by
provisions of the 1986 Tax Act and the level of future taxable income 1o which such credits may be applied

The 1986 Tax Act provides tor an AMT credit 1o be used 10 reduce the regular tax 10 the AMT level should the
regular tax exceed the AMT AMT credits of $18 860 000 and $34 874 000 were generated ir: 1980 and 19838

respectively

(Cleveland Electnc ) F a4 (Cleveland Elecing )




RETIREMENT INCOME PLAN AN
POSTRETIREMENT BENEF|T!




e T e, o T e P Y T —

B T e N ————
|
3

(10) CAPITALIZATION
(a) CAPITAL STOCK TRANSACTIONS

Preferred and preference stock shares retwed duning
the three years ended December 31 1990 are as

tollows
1950 S BRe 1 &g
{thousands of shares )
Cumuative Preterned and
Prelerence Stook Butwec! 10
Mandatoedy Redemption
Pratered
§ 735 Senes C 110) (10} {103
B8 00 Senes £ (3 (3) i3
7600 Senes F - {1 (14
B0 00 Seres G ) (&) (4)
145 00 Senes (14} (4 4]
145 00 Serigs | i4) 4 (4
Pretarence
$ 77 50 Serwes - {6 {1
Tolw .. ! ‘32 330\ !47)

(b) EQUITY DISTRIBUTION RESTRICTIONS

At December 31. 1990 consolidated relaned earnings
were $563 550,000 The retaned earnings ware
avalable lor the declaraticn ol dividends on the
Company s preferred and common shares All of the
Company s common snares are held by Centeror
Energy

Any tinancing by the Company of any of s
nonutilty atfilates requires PUCO authonzation unless
the financing 18 made in connection with transactions
in the ordinary course of the Company s public utility
butiness operalions in which one company acts on
tehall of another

(¢) CUMULATIVE PREFERRED AND
PREFERENCE STOCK

Amounis 1o be paid for preferred stock which must be
redeemed during the next five years are $26 000 000
in 1991 $16 000,000 in 1992 ang $31 000 000 n
each year 1993 through 1985

The annual mandatory redemplion provisions are as
follows

o oo T

(1]

Regeemed mmg Share

Prefenpd

$ 735 Senes C 10 000 1984 & 100
88 00 Seves £ 3000 1981 1.000
76 00 Seves F ¢ 384 1985 1.000
146 00 Senes | ' B6d 19RE 1 000
113 50 Senes K 10.600 1961 1,000
Adjustabie S6es M WO 000 1991 100
9125 Sees N 150 000 1983 100

* Represents remi. wng shares 1o De redeemed Matoh 1 1891
“* Al putstanding shares 1o tw redeemed June 1 1991

The annuahized cumuiative preferred dividend
requrement as of December 31, 1990 is $3% 000 000
The preferred dwvidend rates on the Company s
Series L and M tluctuate based on prevailing interest

rales, with the divdend rates 1or these issues
averaging B 38% and 7 71%. respectively n 1890 The
dvidend rate on Remarketed Senes P averaged 8 01%
in 1880

{Cleveland Electric)

There are no restrictions on the Company s ability
10 issue preferred of preference siock

With respect 1o dividend and hquidation nghts the
Company s preferred stock s prior 10 18 preference
S$10Ck and commaon s1ock and s preterence slock is
phof 10 its common slock

(0) LONG-TERM DEBT AND OTHER

BORROWING ARRANGEMENTS
Long term debt less cutrent maturities, was »s foliows
o Aveiage . Decon wr ¥t
Year of Matusity Interes! 1980 1Bl
[thousends o goliare )
Fust morigage bonds
1991 BIT6% 8§ ~ § 35000
1981 1876 - 4 334
1992 1526 20000  20.000
1892 10 58 40000 40000
1992 1378 4334 4334
1993 : 3875 30000  30.000
1983 865 §0000  50.000
1903 . 137% 4334 4334
1004 4378 25000 25000
1904 1378 4 334 4334
1996 1378 4334 47934
1995 . 7.00 120 720
1995 100 16 15
1286 700 16 16
19962000 11 42 53420 63420
2001-2005 o 68 132 490 132,410
2006 2010 883 221760 221,750
20112018 .. 9 38 448 435 633 436
2016-2020 801 642 BBO 592 480
2021-2022 822 174300 174,300
1906281 1830615
Term Dank ipans aue
10621996 870 114 400  130.000

Notes due 1983 1998 832 580000 212500
Poliution conirol notes

due 1992.2012 g% & - 64.770

Other ~ net - 8970 84
iotal Long-Tarm

Datt . !2.831 81 F 336.37%

Long term deb! matures dunng the nex. five years
as tollows $72 000,000 in 1991 §99 000 000 in
1992 $271 000,000 in 1993, $42 000 000 in 1994
and $206 000 000 in 1835

in 1989 and 1990 1the Company issued
$550.000 000 aggregate prncipal amoun! of secured
medium-term notes with varnous maturilies ranging
from 1993 to 1999 and annual interes! rates ranging
trom 8 95% 10 § 8% The no'ss are secured by firs!
morigage bonas

During 1990, the Carnpany afranged 1 refund in
1992 $78 700000 principal amount of s Fus!
Mortgage Bonds 13'% Sernes due 2012, which are
collateral security for poliution control refunding bonds
wsued by a public aulr.onity The authority s bonas will
be refunded at the same time To etect the retund of
s bonds. the authority entered inlo a contrac! with
two nstitutions 1o deliver n 1982 $78 700 000
aggregate principal amount of 18 tax-exempt pallution
cantrol bonds due December 1. 2013 with an interest
rate of 8% at a price of 97 496% for an eftective
interest cost of 8 25% The authonity s bonds will be

{Clevelangd Electnge |
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(13) QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The following s a tabulation of the unaudited quarterly results of aperations for the two years ended Decomber (/

Quarte's Enoed

Dec 3

1990

March 31
1990
Operating Revenues . L . $386 116
Operating Income . .. ... .. i , . - 76.273
Netincome ... . ... . .. .. ... ... e wra ol 43 831
Earnings Available for Common Stock o L. 34,280
1989
Operating Revenues . 'R oo $381836
Operating Income ... Ly 0t d dn T e 3 Foined 79.766
R RO - - 2. o o e s 5 "y : 71,113
Earnings Available for Common Stoek . ................ 60586

June 30 Sept 30
(thousands of dollars )
$401 850 $478 384
57 500 130 348
43019 95006
33 682 BE 043

$401.772 $448 001
91 486 111,372
63,273 88 560
52 761 79728

$389 494
82161
60 473
61641

$350 964
o 802
26,273
16.616

Earnings for the quarter ended June 30 1990 were increased as a resull of federal income tax expense

adjustments associated with delerred invesiment tax credits relating 1o the 1988 write off of ruciear plant

investments See Note 7 The adjustments increased quarterly earmings by $18 381 000
Earnings for the quarter ended December 31, 1980 were increased as a resul! of year end adjusiments of
$18.030.000 1o reduce depreciation expense for the year (see Summary of Signitican! Accounting Policies ).
$24 102 000 10 increase phase-in carrying charges (see Note 6) and $8 207 000 1o reduce federal income tax
expense (see Note 7) The total of these adjusiments increased quarterly earnings by $37 000 000
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Tl CLEVECAND ELECTRIC LUUMINATING COMPANRY AND SUBSIDIARIE S

Electric Sales (milions of KWH) Electric Customers (year end)  Residential Usage
A &

! hve :"'m'eo. Mm..'.‘:
f Ik KW Py [
| Yow Reptenti Commmow woushs Whowiae Oie  tole  Resdterts Commecs 8 Dt o Custote KW Custeme

1900 [RAT 525 886y 460 10964 GEH00D0 BB TO0 B 36T TA2051 B BET  v0AM §72318
1 Ry 4 TH9 L2008  RTHD §7 C0Y REEs GE0TEE  GROBD  BANE AT s YOS @Y e B
| 1 B8 4 88 4908  S013 BT 470 IR BST BB BOBDE B 20D AR A0y 1R ael sac 3
| 887 4 680 ABE RO 66 485 TRANE  6MA 0Pt BABTR  BIAE TXVM BEZT B0 YT 4G

1086 4 g 4784 T . 460 17T 7 &Y Q2T GApE &00B TR262T 6 BD Bha 61124
! 1080 4 462 4140 BOBZ CJTD W6 B0 GAZ NS BDODTD THAR  TIDEET  GERE 608 AW
|
)
| Load (MW & %) Energy (millions of KWH) Fuel
‘: 9”".” hg i
| e Poas Capainy Lowrt SERRY e Purctasen Fuml Cagl AT by
| va giiees  ioed  Mege  Feclr o Fosw  hclew  Tw Ve e Pe e sl
| 1990 4606 3TTE WAN BAFN BETE S22 2080 (842) 20190 18 040
r 1ase 453 3880 e 62 WReE  E8TD 2 A (T e 144 10 b8
; TaBk 4 ABE(e) 4 067 00 b4 B 16 75t 4480 PO 2N ' 08 2 A ' &4 10 67
| 1987 4257 R Y] 126 6s WA BeE R 667 I T A ' 6E 10 696
! 1986 3 775(e) 3 601 “h 622 N ' WAE  PBEY 181N 78 10 464
| 1980 435 aa 216 64 3 14 abE 1083 V6 566 3 Hhe 19 463 167 10 638
i -— -
| Investment (thousands of dollars)

CoofTl bractine
Weivp Totni
ity ACC it Progresk Nucwa gt Lty
Plant ¥ Depr sominy & et & Peety Fus o Piac ara nan Towe

Yoy i S| ... U, ... N— ST e Eaeprent Aagiens —
| 1990 $6 041 478 $1 410 081 SAE31B27 8 BN 60E  B3AA 260 BEETRTTE BG4 6TF 47 048187
‘i
J 1984 5 B7E 824 1 264 870 4604 255 726 943 354 374 & 698 62 153 440 7 670 408

1akH 5 704 746 | OBY THE 4 620 o8y 761 628 B0 473 LR 211 080 Y 456 108
| 1987 § 787 803 05 267 4 BB2 306 633 432 380 26 & 906 D20 666 447 7 (8o 026
| a8 3196 730 pe1 G117 LT K 1067 817 383 Bap b 66 160 670 586 6 20% 682
|
| 19RO P 404 265 567 854 1 Bag 396 B11 Ob4 60 2hp(d) @ TeTae 398 (RE ERELRT
F Capitalization (thousands of dollars & %)
‘. Protwrred & Freterech Frgdpiion Sloce wihou!

S1ach wills Mantatoy Maridaliry Reosmpton

* Yo Commen Steckbauty  Redempion Goveoms  Tevedtw - . T iadh oo SRR, | . L
| 1990 §1 884 258 ETO SRART P 7 3M o~ e S5% B4 804 66
fr 1oRe | B26 074 a0 218 3z 4 217 304 & 2346 479 #1 4 B0 149
‘. 1oHE i THU 408 40 242 w2 § 47 34 g 2 260 17 50 4 40D 836
‘~ 1987 1626 718 4 270 4L 6 degm 4 R LR T i 4 73 646
| 1R 1 845 67 ' 338 017 ? (44 32 3 2 311 488 K 4 008 407

1880 IS 3r 260 500 t 9% 071 F 1 1) 528 4 2479 830
\
| . -
1 () Capacity Sata refiects extendet gantraing unit Sutages 10t 10HDVRLGT BNt improvemonte

te, Tostgled i efects of capilahzibon of nunledr tull Ibase #N0 Hnancing arangernents pursuant i
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Toledo Edison Company (Company ) 1 an electnc
Ulility and a wholly owned subsidiary of Centeror
Energy Corporation (Centenor Energy) The Company
foliows the Unitorm System of Accounts presonbed by
the Federal F rotgy Regulatory Commussion (FERC)
and adopie’: by The Public Utiities Commussion of Ohio
(PUCD)

The Company is a member of the Central Area
Power Coordination Group (CAPCO) Other members
inciude The Cleveland Electnc liumnating Company
(Cleveland Electnc ). Duguesne Light Company
(Duquesne ), Ohio Edison Company and Pennsylvaria
Powet Company The members have consiructed and
operate generation and transmission faciites for the
use of the CAPCO companies Cleveland Electne s
ais0 & wholly owned subsigiary of Centenot Energy

RELATED PARTY TRANSACTIONS

Operating revenues. operating expenses and interes!
charges include those amounts for transactions with
affiliated companies in the orcinary course of business
operations

The Company s transactions with Cleveland Electnc
are primarily for firm powet inlefchange power
transmission line rentals and jointly owned power plant
operations and construction See Notes 1 and 2

Centerior Service Company (Service Company )
the third wholly owned subsidiary of Centenor Energy
ptovides at cost. management financial
agdministrative, engineerng legal and other services 1o
the Company and other atiliated companies The
Service Company bilied the Company $48 000 000
$40 000 000 ana $43 000 000 i 1980 1885 and
1988, respectively for such services

REVENUES

Customers are billed on a monthly cycie basis for ther
energy consumplion based on rate schedules of
contracts authorized by the PUCO or on orginances
with indwidual municipaities EMective Januaty )
1988, the Cornpany changed fs method of accounting
10 accrue the estimated amount of unbilled revenues
(a8 defined in Note 12} a! the end of each month

A fuel tactor (s added 1o the base rales or elecing
gervice Thig faclor it designed 10 recover from
customers the costs of fuel and most purchased
pawer It is revigwed semiannually in @ heanng before
the PUCO

FUEL EXPENSE

The cos! of fossl fuet s charged to tuel expense based
on invenioty usage The cost of nuclear fuel inciuding
an inmeres! componen! & charged 1o tuel expense
pased on the rate of consumption Estimated future
nuclear fuel disposal costs are being recaverad through
the base rates

The Company defers the differences between
actual fuel costs and estimated fuel costs curmently
being recaovered from customers through the fuel

{ Toledo Edison | F.49

tactor This matches tuel expenses with fuel-relateg
revenues

PRE-PHASE IN DEFERRALS OF OPERATING
EXPENSES AND CARRYING CHARGES

The PUCO authonized the Comparny 10 record. as
deferred charges. operating expenses (ncluding lease
payments depreciation and laxes) anhd nleres
carrying chatges for Beaver Valiey Power Station Unit
2 (Beaver Valley Unit 2) from g commercial it
service date in November 1887 through Decembe
1988 After the PUCO determingd tha! Perry Nucioar
Power Plant Unit 1 (Ferry Unid 1) was consigered |
used and useful n May 1987 for reguiatory |
purposes the PUCO authorized the Company 1o Oeter !
operating expenses (including deprecation and ,
taxes) for Perry Unit 1 hrom June 1987 through
December 1887 when these costs bogan 10 be |
recovered in tates The PUCO alse authorized the
deferral of interes! and equity carying charges
enxciusive of those assocated with operaling expenses
for Perry Uit 1 from June 1887 through Decembet
1987 and the oelerral of only interes! carrying charges
from January 1988 through December 1988 The
amounts delerred tor Perry Uni Y pursuant 1o these
PUCO accounting orders wete included in property
plant and equipment through the COMMmercial in service
gate n November 1887 Subsequent 10 that date
amounts delerred for Perry Unit 1 were recorded as
deterred charges Amortization of these Beaver Valley
Unit 2 and Perry Unit 1 delerrals (called pré phase-in
deterrals ) began in January 1989 in accordance with
the January 1989 PUCO rate order discussed n Note
6 The amortizations will continue over the lives of the
related property |

PHASE - IN DEFERRALS OF OPERATING
EXPENSES AND CARRYING CHARGES

As discussed in Note 6 the January 1888 PUCO rate ,
order for the Company included an approved rate '
phase in plan for the Company & investiments and
leasehold interests in Perry Umil 1 and Beaver Valley
Unit 2. On January 1. 1989 the Company began :
recoring the defetrals of operating expenses and |
interest and equity carrying charges on delerred rate

based investmen! putsuan! 10 the phase n plan

These deterrals (called phase-in dolerais) will be

recovered by December 31 1898

DEPRECIATION AND AMORTIZATION

The cost of property plant and equipment excep! for
the nuciear generaling units, s deprecialed over thei ,
estimated uselul lives on a sttaight line basis The :
annual straight-sne deprecialion Provision expressed :
as a percen! ol average depreciable utiity plant i :
service was 3 3% in 1990 and 3 6% n 1680 ang 1988 :
The 1980 rate declned because ¢! a change in
depreciation rates alttibulabie o longer estimated
lives far nonnuclaar property The PUCO approved this
change in depreciation rates eMective January 1, 1980

( Toleao Egison)
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MANAGEMENT'S FINANCIAL ANALYSIS
RESULTS OF OPERATIONS
Overview
The January 1988 PUCO rate arder which provided for
three tate increases 1or the Company as AISCUsHed in
Note 6 was designed ‘o enable us to begn
recuvenng in rates the cos! of and earn a far return
on. out investment in Beaver Valley Unit 2 and
Petry Unit 1 The rate ofde! improved 1evenues and
cash fiow in 1988 anag 10880 over 1968 levels
Reverues and cash fiow in 1081 are expected 1o
expeed the 1088 levels Mowever as disCussed more
fully in the fourth and fifth paragraphe of Note 6 the
phase \n plan was no! designed 10 IMProve &atnings
sighificantly because QaIns in revenues from the
:;?M rales and assumed sales growth ate in'

se! by a conesponding reduction in the d¢’ .
nuCleal plant operating gxpenses afd Carfying Coiiyes
and are subsequently oMsal by the amortiz tion of
such cost aeterrals and ¢a hg charges

Despite the positive efect the now rates have on
tevenues and cash tiow ang the relatively neutra!
impac! they have on earmings. we lace & numbe: of
pthe tactarg which will exer! @ hegat ¢ nfluency on

ey 91 and beyond These incluae inflation
th © s zonofie fecession and compelitive
It - coupled with a desire 10 encourage
w wih has prompled the Company ¢
tece . 10 enter into conttacts having reduced

rates with cerlain large customets Competitive fotces
have also prompled the Company 10 ofter & rate
reduction packape 10 residenhal and small commercal
customers as discussed n the eghth and minth
paragraphs of Note 6 Two other tactors are having a
negative intiuence on earnings Fust the Company
cuttently recording depreciation on nuclear units at a
mighet level than that which s reflected in tales
because of the good performance of the units over the
lag! several years Secona with respect 1o taciihes
placed i service after Fetruary 1988 and not included
in rate base. the Company s currently required 10
record inlerest charges and deprecialion as current
erpenses even though such nems are no! ye! retiected
i rales

We are taking several steps 1o counter the advetse
eftecte of the taclors discussed above We are
implementing the management audi
mecommendations discussed in the wixth paragraph of
Nole 6 whioh ate axpecied 10 reduce operahng
expenses by about $44 000 GO0 annually We have
already sharea 0% of the expecied savings with
customers by reducing the 1B rate ncrease granted
under the 1989 rate order Mowever continuing Cos!
reduchion efarts will be necessary 10 help oHse! the
eHect of inflstion Alsp, the Company 1§ s6eking
PUCC approval 10 accrue nuclear plant depreciation at
8 level whieh s mare closely aigned with the amount
currently beng recovered n rales by switching 1o the
straigh! ne method The Company also will seek
#pPIoval 16 acCTue POS!In Service interest carrying
charges ano deler depreciation charges for faciities
that are in service but not ye! recognized in rates
Ingbilty 1o obtan approval of the first accounting
reques! would reduce earmings Ly @s much as

{Toleae Edison)

$23.000.000 i 1881 and more Of less in subsequent
years depenading on the performance of the unds
Inability 10 oblan approval of the second reques!
would reguce earnings by as much as $15 000 000 n
1891 and ever mote in subsequen! years

The Company has agreed 10 use 1§ bes! etlorts
such ae these two requests for accounting orders to
avoid rate increases in the years immediately foliowng
1881 Eventually rate increases will be necessary 10
recognize the cost of our new Capital investment and
the effec! of inflation

Annual sales growth 15 expected 10 average about
2% 10r the nex! severdl yoars contingen! on future
economic events Recognizing the imtations imposed
Ly these sales proections and competiive constrants
we will utiize oy bes! eMotls to minimize luture rale
increases through maxmizing our cos! feduction and
Quality of service eforts anad exploning other iINNovalive
oplions We will concentrate our eforts on relaining
customers and adding new ones through inntvative
markeling snd sefvice inthiatives

1990 vs. 1989

Factors contributing 1o the shight increase in 1890
operating revenues are as follows

Crange 10 Cpmatng Reveryes
§m o Miscelianeot
Volume and M
6 lon Resaw

The major tactor accounting for the increase i
operating revenues was related 1o the January 1989
tate oroer The PUCD approved annual rate increases
tor the Company of 8% ettective in February 1989 and
7% eftective in Fabruary 1990 The assocated
revenue increase n 1990 was partially ofset by
teduced tevenues resulting from a 4 9% decrease n
1o1al kilowat! hour sales industrial sales decreased
3 3% because of the recession beginning n 1990
Residential and commercial sales decreased 3 3% and
0 4% respectively. as seasonal tempelatures wete
mote moderate n companson 10 the pror year s
temperatures resutting i reduced customer heating
and coohng related demand Other sales activity
decreased 14 5% primarily as a result ol the
Company's muticipal utiity customers satistying a
greater portion of ther powe' needs from other
SOUICES

Operating expenses decreased ! 4% in 1980
Depreciation and amortization expense decreased
prmarily because of lower geprecialion rales used in
1090 for nonnutiear property and Davis Besse
attributable 10 longer estimated iives and because of
longer nutlear generating unit refualing and
manienance oulages in 1980 than in 15989 Federal
ncome faxes decreased prmartily because of a
decrease n prelax operating ncome These decroases
in operating expenses were partially ofiset by an
jncrease in taxes other than lederal income taxes
tesuiting from higher property and Qross recepts
taxes, and by lower rudlear operating expense
deferals for Perry Unit 1 and Beaver Valley Unit 2
pursuant 1o the Januaty 1988 PUCD rate order

Credits ot cartying charges tecordey in
nonaperating income decreased in 1990 because a

{1oledo Egison)







INCOME STATEMENT

Operating Revenues (1)

Operating Expenses
Fuel and purchased power
Other operation and mair‘enance
Depreciation and amortization
Taxes. other than federal income laxes
Phase in deterred operaling expenses
Pre-phase in deferred operaling expenses
Federal income taxes

Operating Income
Nonoperating Income (Loss)

Aliowance for equity funds used dunng construction

Other income and aeductions nel

Write off of nuclear costs

Phase in carrying charges

Pre phase in carrying charges _
Federal income taxes — credit (expense)

Income Before 'nterest Charges
Interest Charges

Debt interest

Allowance for borrowed funds used dunng construction

income (Loss) Before Cumulative Effect of ar
Accounting Change

Cumulative Effect on Prior Years (to December 31, 1887)
for Unbilled Revenues (Net

of an Accounting Change
of income Taxes of $4,177,000)

Net Income (Loss)
Preferred Dividend Requirements

Earnings (Loss) Available for Common Stock

THE TOLEDO EDISON COMPANY

__For the years ended Decemher 31

R A4

$827,086

138,222
73,974
76,986
79,320

(16,980)
3,681
21,04
874,644
82442

3,382
6,149

43,487

8,064
61,662
214,004

135.344
_A2874)

132670

81,424

81,424
25,159
§ 50264

e e A by

988

( ousands o' Bolias )

$826 60

133 400
372 530
87 639
72.123
(22.535)
4 D44
o7 285
684 480
142,317

B 66R
20,361
82 308

(21.563)
89674
231,991

144 782
(5479)
130 313

82678

vz 678
i c‘f 390

130888

2008

§ 627897

116161
368 823
76,093
B0 138

(83 813)
29 242
575644
52353

5452
30233
(276 955

129.632
.86 244

(25.394)
..28.959

160623
...11.833)
148 690

(121.731)

.52
(115 452)
26 983

$(142435)

(1) Includes revenues from capacity sales 1o Cleveland Electric of $102.773.000. $104 127 000 and $31 774,000

in 1990 1980 and 1988 respectively

The sccompanying notes and summary O s.\;‘mhcam accounting pohcies are an integral part ol this statement

{ Toledo Edison)
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Casn FLows

Cash Flows from Operating Activities '
Net income (L0SS)
Adjustments to Reconcile Net Income (Loss) to Cash from
Operating Activities

Depreciation and amortization
Deferred lederal income taxes
Investmen! tax credits net
Write o of nuclear costs
Delerted and unbilled revenues
Deterred fuel
Carrying charges capitalized
Leased nuclear tuel amortization
Deferred operaling expenses net
Allowance 1or equity funds used durning construction

Amortization of reserve for Davis Besse refund obligations 10

oustomers
Pengion settiement gain
Cumulative eftect of an accounting change
Changes in amounts due 1o Justomers and others. ne!
Changes in inventones
Changes in accounts payabie
Changes in working capital atecting aperations
Other noncash items ,
Tolal Adjustments
Net Cash from Operaling Activilies
Cesh Flows from Financing Activities .
Bank lpans, commergial paper and other shorl term dabt
Notes pavable 1o attilates .
Debt issues
First morigage bonds
Term bank loan .
Maturities redemplions and sinking funds
Nuclear fuel lease and trust obhigations
Dividends paid o ,
Premiums discounts and expenses
Net Cash from Financing Activities
Cash Flows from Investing Activities
Cash applied to construction . 4
interes! capitalized as allowance for borrowed tunds used
during congtruction bl 2y
Loans 1o aMiliates .
Cash withdrawn from sale and leaseback trus
Other cash receved (applied) . ;
Net Cash from investing Activities
Net Change in Cash and Temporary Cash investments
Cesh and Temporary Cash Investments at Beginning of Year
Cash and Temparary Cash Investments at End of Year

THE TOLEDO EDISON COMPANY

_For the years ended December 31,

L1990 1989 198A
(thousands of dolisiy )
$ 01424 § 2678  §(115482)
75,986 67 639 75083
642 76169 (62 588)
(17,063) 1,237 6 820
— - 276 958
(22,658) (47 bea) 14 642
(mx 16 260 (20,693
(43,487 (82.308)  (129.632)
a2 46 408 32 285
(13,299) (16.481) (B3 813,
(3, ) (B 568 ) (5 452)
- (12 658) (20.777)
(6,449) - -

_ - (6279)
9.433) (4 406) 13472
6,521) 1 890 Gn4
7,464 B B96 19472
1,528 (30 113 11 766

5503 5 BOH 8 358
45880 47656 131623
128974 140337 16171
"'m — -
67,300 56100 60700
15,000 - —-
(183.477) (65 0086) (222.168)
’“.“7) (38015) {32.285)
96.427) (BB 743) (89.054)
(1046)  (825) 1489
_{(208,198)  (137.689) _(359.316)
(80.667) (66.296) (113.174)
(2674) (5479) (1.833)
“.am (114 000) -
e — 109 976
. lap2g) 81 3847
26,637 (183 844 (1.084)
~ (51,585) (181.196) LSM‘ZZQ)
73692 | 254888 589117
$ 22107 § 73602 § 254888

(1) interest paid was $138 000 000, $141,000 000 and §150.000 000 1n 1980 1989 ano 1988 respectively
{ncome taxes pad were $2 272 000 in 1990 No income taxes were paid in 1989 ang 1988
(2) Increases in nuciear fuel and nuclear fuel lease and trust obligations in 1. e Balance Sheel resultg from the
noncash capializations 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

{Toledo Edison ) F.55
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BALANCE SHEET




Tt TOLEDO EDnB0N CONP AN Y

. December 31,
1990 1985
s WMGusENSs o Aoliars
CAPITALIZATION AND LIABILITIES
CAPITALIZATION
Common shares. §5 par value 60 000 D00 authorzed
38 134 000 outstancing n 1880 ang 1988 § 195687 § 108687
Premium on capital stock 481,082 481 B2
Other pad in capital 121,069 121060
Retainea earnings 82,9566 9% 065
Common stock equity 860.784 897 793
Preteried slock
With mandatory redemplion provisions 66.320 66 990
Without mandatory redemplion provisions 210, 210 000
Long term deb 1007326 1
2% 2000
OTHER NONCURRENT LIABILITIES
Refund obhigations 1o cuslomers - ¢3.780
Other . primarily Cuclear fuel loase obligations 228844 252 460
228 844 L.L76.240
CURRENT LIABILITIES
Current portion of iong-term deb! and preferred stock 116,150 114 870
Cutrent partion of lease obligations 50.389 44 480
Notes payable to banks and others 23,200
Accounts payable 126,802 108 338
Accounts and notes payaoie 10 a¥iiates 31,626 Ban
Accrued taxes 96,973 84 990
Accrued ineres! 31,665 39076
Accrued payroll and vacations 6,597 © B8Y
Curtent fortion of tetund obilgations 10 customers 23,8688 26,128
Other _AB28 e N0 748
§10.918 453823
DEFERRED CREDITS
Unamortized investment tax credity a3an 103 349
Acoumutated deferred federal income tases §71.23 565 266
Reserve for Perry Urut 2 allowance 1o funds used dufing
canstruction 88,205 B8 265
Unamortized gan from Bruce Manstield Plant sale 236,835 247 308
Other _ameT 3050
1,007.318 1034.723
Total Capitahzaton and Liatites $4,001,618 $4 138 846

= E— i o
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NOTES TO THE FINANCIAL STATEMENTS
(1) PROPERTY OWNED WITH OTHER UTILITIES AND INVESTORS

The Company owns. as a lenant i common with other utilties and those investorns who are ownet-participants in
various sale and luaseback transactions (Lessors). certan generaling unile as isted below Each owner owns an
undivided share in the entire unit Each owner has the nght 10 a percentage of the generating capatvity of each unit
oqual to its owneship share Each utility ownet s obligated 10 pay for ohly s respective share of the construction
ang operating costs. Each Lessor has leased ds capacty nghts 1o a utilty which 1§ obhigated to pay for such
Lessor s share of the construction and operating costs The Company s shate of the operating expense of these
generating units is included in the Income Stalement Property plant and equipment at December 31 1990 incluges
the foliowing faciities owned by the Company as & tenant in common with other utilllies and Lessors

Diwher
in e ship Pian Conatiupton
Service whip Mv?o Powet " Wwark Accumuinies
Generpting Ut Date  Shete  walts  Source Service I Progrest  Degreciton
In Setvice (housands of doliars |
Davis Besse 1gre A8 6% a8 Nocer  § 628 TM4 s RN $119. Y02
Petry Linn 1 ang Comman Feciliies 1087 ER 23k Nuciea: 917 Q49 5087 107 206
Beaver valey Unit 2 and Common
Facithes (Note 2) THR7 165 13 Nucloa! 181 T8 3580 16 882
Construction Suspenaed (Nole 3ic 1)
Perry Unit 2 Ungetan 1991 240 st lew e 343 686 -

STy
;é 2024_1_2 $38e 808 gqo 290

(2] UTILITY PLANT SALE AND LEASEBACK TRANSACTIONS

As a result of sale and leaseback transactions
completed in 1987 the Company and Cleveland
Electnic are colessees of 18 26% (150 megawats ) of
Beaver Valiey Unit 2 and 6 5% (51 megawatte)
45 9% (358 megawatis) and 44 38% (35
megawaltis) of Units 1. 2 and 3 of the Mansfeld Plant
respectively. all for terms of about 29 years

As co-lessee with Cleveland Electnc, the Company
1% also oblgated for Cleveland Elecine s lease
payments If Cleveland Elecinic 18 unable io make is
payments under the Mansheld Plan! leases the
Company would be cbhigated 1o make such payments
No payments have been made on behall of Cleveland
Electric 1o date

Future mimmum lease payments under these
operating leases at December 37 1990 are
summarized as follows

Fon
For the Cleveland
Yeu Company  Eworc
| Bnousants of dolars
1861 $ 107 000 $§ 6300
1002 110 000 63.000
1960 111.000 63.000
1994 111,000 B2 000
1995 £11 500 €3 000
Later Years _& 582 000 1,676 000
Total Fidure Minitym
Lease Payments $3 142000  §) 894 000

Semiannual lease payments conform with the payment
schedule for each iease

Rental expense 1s accrued on a straight-line basis
over the terms of the leases The amounts tecoraed by
the Company as rertal expense for the Mansheld
Plan! leases were $44 556 000 in both 1990 and 1884
and $43 085000 n 1988 Rental expense for the

{ Toiedo Edison)

Beaver Valley Unit 2 lease was $72. 276 000 n both
1980 and 19809 and $71 810 000 n 1988 Of the 1988
rental expense amount 1or Beaver Valley Unit 2. &
portion ($58 254 000 ) was recorded in @ deferred
charge account pursuant to PUCO accounting orders
This defeired amoun! is being amortized 10 expense
over the life of the lease beginning in 1989

The Company and Cleveland Electne are
responsible under these leases 1or paying all taxes
insurance premiums operahon and maintenance costs
and all other similar costs 1or their interests in the unis
sold and leased back The Company and Cleveland
Elecinic may ncur additional costs (in connection with
capia!l improvements 1o the units The Company and
Cleveland Eiectric have options 10 buy the inlerests
back a! the end of the leases for the far marke! value at
that time or 1o renew the lpases Addiional lease
provisions provide other purchase options along with
conditions for mandalory termination of the leases
{and possible repurchase of the leasahold interests )
for events of default These events of detault include
noncomphance with several financial covenants
attecting the Company Cleveland Electnic ana
Centericr Energy contained in an agreement relaling 1o
a letter of credit 1ssued (n connection with the sale and
leaseback of Beaver Valley Unit 2 as amended in
1980 See Note 10(d)

Tne Company is seling 150 megawatts of its
Beaver Valley Unit 2 leased capacity entitiement 10
Cleveland Electric This sale commenced in November
1988 and we anticipate that it will continue al leas!
until 1998 Revenues recorded for thig transaction
were $102 773 000 $104.127 000 and $18 533 000
in 1990 1989 and 1988 respectively The future
minimum lease payments associaled with Beaver
Valiey Unit 2 aggregate $1 836 000 000

{ Toledo Edison)
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of such estimate per week for the next 52 weeks ana
33% of such estimate per week for the nex! 62 weeks
The cost and duration of replacement power could
substantially exceed the insurance coverage

(5) NUCLEAR FUEL

The Company has inventones for nuciear fuel which
should provide an adequate supply in1o the mio- 1990s
Substantial additional nuclear fuel must be obtaned to
supply tuel for the remaining usetu kives of Davis
Besse, Perry Unit 1 and Beaver Valley Unit 2 More
nuclear fuel would be required if Perry Unil 2 were
completed

In 1989 existing nuclear fuel tnancing
arrangements for the pany and Cleveland tiectnc
were refinanced through leases from a special
purpose corporation The total amount of financing
currently avallable under these iease afrangements i
$609.000.000 ($309 000.000 from mtermediate term
notes and $300 000000 from bank credit
arrangements ) although financing in an amount up 10
$900 000 000 is permitted The intermediate term
notes mature in the period 18931997 Beginning in
1991 the bank credit arrangements are cancelable on
two years notice by the ienders As of December 31
1990, $233.000 000 of nuclear tuel was hinanced 1o
the Company The Company and Cleveland Electnc
severally lease their respective portions of the nuciear
fue' ang are obligated 1o pay for the fuel as it s
consumed in @ reactor The lease rates are based on
vanous intermadiate term noteé rates bank rates and
commercial paper rates

The amounts financed for the Company include
nuclear fuel in the Davis Desse, Perry Unit 1 and
Beaver Valley Unit 2 reactors with remaining lease
payments of $62 000,000 $18 000000 and
$26 000,000, respectively, as of December 31 1990
The Company s nuclear fuel amounts financed and
capitalized also included inleres! charges incurred by
the lessors amounting 10 $14.000 000 n 1980
$19 000 000 in 1989 and $18,000 000 n 1988 The
estimated fulure lease amortization paymen's based
on projected consumption are $48 000 000 in both
1991 and 1992 $50,000 000 in 1993 $48 000000 in
1994 and $43 000 000 in 1995 As these payments
are made, the amount of cred! avalable 10 the lessor
becomes avalable 1o finance additional nuclear fue!
assuming the lessor s inlermediate term notes and
pank cred:! arrangements continue 1o be outstanding

(6) REGULATORY MATTERS

On January 31 1989 the PUCQO issued an order which
provided for three annual rale increases for the
Company of approximately 9% 7% and 6% eMective
with bills rendered on and atter February 1 1989 1990
and 1991 respectively The 6% increase eflective
February 1, 1991 has been reduced 1o 2 74% as
giscussed below

The annualized revenue ncreases in 1989 and
1990 associated with the rate order were $50 700 000
and $44 300 000, respectively In 1991, the estimated
annualized revenue increase resulting from the oraer
as adjusted. would have been $18 600 000 before

(Tolede Edison)

&v‘z\g ettec! 10 the rate reduction proposals discussed
W

The January 1089 rale order provided 1or the
permanen! exclusion from rate base of a portion of the
Company s investment in Perry Unit 1 The exclusion
resultled in a write-off by the Company of
$242 000 000 ($160 000 000 atter tax) in 1988
Since the order eftectively elminated the possibility of
the Company recovering its remaining investment in
four nuclear corstruction projects canceled in 1980
ang recuvering certain deferred expenses for Davis:
Besse additional write offs totaling $35 000 000
($21.000 000 after tax) were recorded by the
Company in 1988 bringing the total write-off of nuclear
costs as a consequence of the order to $277.000,000
($181.000 000 after tax)

The phase in plan under the January 1989 rate
order was designed so that the three rale inCreases
coupied with then-projected sales growth, would
provide revenues suMticient 1o recover all operating
expenses and provide a far rate of return on the
Company s allowed nvestment in Perry Unit 1 and
Beaver Valley Unit 2 for 1en years beginning January 1,
1989 In the early yeals of the plan the revenues were
expecied 10 be less than that required 10 recover
operating expenses and provide a far return on
nvestment  Therefore, the amounts of operating
expenses and return on investment not currently
recovered are deferred and capitaized as deferred
charges Since the unrecovered investment will decline
over the penod of the phase in plan because of
depreciation and tederal income lax benelits thal
result from the use of accelerated lax depreciation. the
amount of revenues required 1o provide a far return
also declines Beginning in the sixth year the revenue
ievels authorized pursuant to the phase in plan were
designed to he suticent 10 recover that penod s
operaling expenses. a tar return on the unrecovered
investment and amortization of deferred operating
expenses and carrying charges recorded during the
earher years of the plan All phase-in deferrals after
December 31 1988 relating to these twe units will be
recovered by December 31 1998 Pursuant 10 such
phase-in plan. the Company deferred the foliowing

1890 1989
{ tnousanos of ollans )
Deteced Oparatng Lupenses $16980 $22538
== ==
Carrying Charges
Dwst! $21 361 $30 617
Equity 22126 &1 681

i

$43 487  $BZ 308
ot pe-asaas

Under the January 1989 rate order. the amount of
deterred operating expenses and carrying charges
scheduled 1o be recorded in 1981 through 1883 total
$24 0N0 000, $33.000000 and $15 000000
respectively The phase in plan was designed so that
fluctuations in sales should not alfect the level of
earnings The orcler accomplishes this by allowing the
Company 1o seek PUCO approval 10 adjust cos!
deterrais f actual revenues are higher of lower than
amounts projected in the order The arder also provides
for the adiustment of deferrals 10 teflec! 50% of the net
after lax savings m 1989 ano 1980 igentiied by the
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Federal income tax expense is recorded in the income Stalement as follows
__For the years ended Decembe 31
1980 1k 1 ahE
(ousands of dolars )

Operating Expenses
Curtent Tax Provision $ 17048 $011 458) $ (3102)
Changes in Accumulated Detered Federal income Tax
Accelprated degprec@tion and amartization 1 880 & 784 1723
Altgrnative minimum tax credd (5 480) 21 -
Sale and leaseback transactions and amortizabon 511 a6h 14,763
Praperty tax expense (4011} - (5068
Deterred CWIF revenues 8 381 11.726 (4.33))
Deterred tuel coste {4.021) {(1.229) 4 658
System developmen! costs 288 207 363%
Davis Bosse replacement power - 5068 8375
Federal income tav return adustments -~ - (2r2)
Reacguired oebil costs (832) (378) 4 tag
Delerrad operating expenses 9ue {1.268) 4039
Ne! operating loss carylorwarg - - {2.545)
Ot tems . (460 £.308 (4223
inwestment Tax Credits e 1722 6820
Tutal Charged 1o Operating Eupenses __21.041 37 28% 8 247
Nongperating incame
Current Tax Provision . (18242} (10.129) -
Changes in Accumuiated Deterred Federal income Tax
Davis Besse replacemen! powe! - - 208
Write off of nuciear couts (10.157) - (§1.211)
AFUDC and carrying charQes 16 B35 3¢ 930 4p 5S4
Mot operating loss oatryiorward - - (36,831
Other iterms 2800 11298 {1 588,
Total Expense (Credit) 1o Nonaperaling income (B 6b4) 21 563 {86 244
Fodetal income Tax Incluced in Cumuiative Efect of an
Accounting Change for Unbilled Revenues — - 4177
Total Fededal income Tax Expanse (Cradit) $ 12377 § 58 Bak $(52 825)
- — =g £~ ATsxTTEEy

The Company joins in the filing of a consolidated federal income fax return with its affiliated comparies The
method of 1ax allocation approximates a separate return result for each company

in 1988 a change was made in accounting for income laxes trom the deferred 10 the lability method This
change did not impact net income as the add:tional deferred taxes recorded ware offse! by a reguiatory asset on the
Balance Shee!

Federal income tax expense adjustments in 1990 associated with previously deferred invesiment tax credns
relating to the 1988 write-oft of nuclear plant investmen!. decreased the net tax provision related 10 nonoperating
income by $18.810.000

The favorable resolution of an issue concerning the appropriate year 10 recognize a property tax deduction
resulted in an adjustment which reduced lederal income tax expense in 1990 by $3911 000 ($2.168.000 in the
fourth quarter )

For tax purposes. net operating loss (NOL) carrytorwards of approximately $28 101 000 $21 426 000 and
$187,019,000 were generated in 1%90 1989 and 1988 respectively The NOL carrylorwards are avalable to reduce
fulure taxable income and will expire in 2003 through 2005 The 34% tax effect of the NOLs generated n 1990
($9.564 000) and 1989 ($7,285,000) 1s included in the above table as a reduction 10 deferred federal income tax
relating 10 acceleraled deprecialion and amortization The 34% tax efect! o! the NOL generated in 1988
($63 586.000) is included i the above table as reductions 10 deferred federal income 1ax relating 10 accelerated
depreciation and amortization ($24.210,000) and to deferred federal income tax chargead 1¢ operating expenses
($2,545 000) and to nonoperating income ($36 831.000) Future utilzation of these tax NOL carryforwards
woulg result in recording the related deferred tares

Approximately $20 161 000 of unused general business tax credits are available 10 reduce future tax obligations
The unused credits expire in varying amounts in 2001 through 2005 Utiization of these unused oredits 1s mied by
provisions of the 1986 Tax Act and the ievel of futute taxable income 10 which such creaits may be apphed

The 1986 Tax Act provides for an AMT credi! 10 be used 1o reduce the regular lax 1o the AMT level shouid the
regular tax exceed the AMT An AMT credit of $5 480 000 was generated in 1990 An AMT credit oftset for the
consolidated tax return of $21,291 000 was generated in 1989

{Tolego Edison) F63 { Toiedo Edison)
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(10) CAPITALIZATION
(a) CAPITAL STOCK TRANSACTIONS

Preferred stock shares retired dunng the three years
ended December 31 19900?.:8'&@“

080 1888 1868
{thousands of shares )
Cumulative Preferred Stock
Sutyect 10 Mandator
W
$100 par $11 00 (10} (6) 15)
g ars. gan _n (17
Towl i 5271 522& 522)
Cumylative Preterred Stock Neo.
Sutyect 10 Mandeiony
Meaemption
$25 paw $3 47 -— — {1.200)
Tois P R .7

Changes in premium on capial stock are
summarnzed as follows
1990 1089 1988
T thousands of dolars |

Bawnce a! Beginmng of Year 8481 D82 §481 0B  $482 770
Pramium. Net of Espense —

Proferted Stock -— -~ (1 668)
Batance «! End of Yeu $481 082 gg‘oae ﬁmu

(b) EQUITY DISTRIBUTION RESTRICTIONS

At December 31 1990 retained earnings were
$82 956.000 Substantialiy all of the retained earnings
were available for the declaration of dividends on the
Company s prefe-red and common shares All of the
Company's common shares are held by Centenor
Energy A write-off of the Company s investment in
Perry Unit 2. depending upon the magnitude and
timing of such a write-off could reduce retained
earnings sufficiently 1o imparr the Company s ability 1o
declare dividends See Note 3(c)

Any financing by the Company of any of s
nonutility affiliates requires PUCO authorization unless
the financing 1s made in conneclion with transactions
in the ordinary course of the Company s public utility
business operations in which one company acts on
behal!t of anuther

(¢) CUMULATIVE PREFERRED AND
PREFERENCE STOCK

Amounts 1o be paid for preterred slock which must be
redeemed dunng the nex! five years are %2 000,000 in
both 1991 and 1892 and $12 000 000 n each year
1893 through 1985

The annual mandalory redern  ton Provisions are as
follows

?"‘if: Begnr ‘;:v‘
0 wng
Redesmed n__ Shae
Prglened
$100 per $11 00 §.000 are $100
8a7% 16 650 1986 100
25p8 281 400 000 1683 &

The annualized cumulative preferred dividend
requirement as of December 31, 1990 1s $25 000.000
The preferred dividend rates on the Company s
Seres A and B fluctuate haset on pravaiing interes.

{Tolede Ecison )
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rales, with the dividend rates for these issues
averaging 9 06% and 9 B4% respectively, in 1990

Under its articles of incotporation. the Company
cannot issue preferred $1ock uniess certain earnings
coverage requirements are me! Based on earnings for
the 12 months ended December 31 1990 the

mpany could ssue at December 31, 1990
weproximately §7 500 000 of agditional preferred stock
at an assumed dividend rale of 11% I Perry Unit 2
had been canceled and written off as o December 31
1990, the Company would not have been permitied to
issue any additional preferred stock See Note 3(¢)
The ssuance of additional preterred stock in the future
will depend on earnings for any 12 consecutive
months of the 15 months preceding the date of
s3uance. the interest on all long-term debt oulstanding
and the dividends on all preferred stock issues
outstanading

Thete are no restrictions on the Company s ability
10 1ssue preference stock

With respect 10 dividend and hquidation nghts. the
Company s preferred stock is prior 10 its preference
stock and common stock and its preference stock is
prior 1o its common stock

(d) LONG-TERM DEBT AND OTHER
BORROWING ARRANGEMENTS

Long-lerm debt, less current maturities. was as follows

o :?..w Oecember 31

interest !ll?u 1980 1988
(thousands ol doliars )

Year of Maturity

Firs* morigage bonds

1991 1500 % § -— $ 70000
1995 . 10128 - 36.800
1995 11,28 60 000 60 000
1696 2000 869 166378 166378
2001-2005 178 61725 61,726
20062010 964 101800 101,800
2016-2020 .. 800 &7 300 -
2021-2023 783 147 8O0 147 BOO
605 103  £44 603

Term bank loans due

1992 1996 883 13 500 o
Notes due 19921987 10 64 219430 261 M8
Debentures due 1987 1125 125 000 128 000
Pollution control notes

due 19922018 1103 136 600 166 480
Other — net - (2.307) (521)

Total Lorg- Term
Dent J $1087 326 $1187277
e ==

Long term debt matures during the next five years
as foliows $114 000.000 in 1991, $121.000.000 in
1992, $46 000 000 in 1993, $21.000.000 in 1994 ang
$86 000 000 n 1995

The Company s morigage constitutes a direct | *st
lien on substantially all property owned and franchises
held by the Company Excluded irom the len. among
other things are cash. securties accounts receivable
fuel, supphes and automotive equipment

( Toledo Edison)
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(13) QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)
The following i & tabulation of the unaudited quarterly results of operations for the two years ended December 3

1890

SRR * . o811, . -
March 31 June 30 Sep! 30 Dec 31
(thousands of dolars )
1990
Operating Revenues .. . $203 841  $204 205 $223200  $105 749
Operating Income . ... ... ... , 38.771 28 298 39472 45901
Netincome . ...... ..... ... . ok 44 & 21604 26 071 19 420 13420
Earnings Available for Common Stock , . 16387 20 660 13.109 7.19%%
1989
Operating Revenues . . $201 144 3203436 $219762 202 461
Operating Income . ... . .. . : ‘ 32.041 37 149 40 532 32 585
NetIncome .. ... ... ... ... .. B3 24 280 30 284 34 501 3613
Earnings (Loss) Avalable for Common Stock 17 857 23,882 28176 (2.627)

Earrings for the quarter erded June 30 1980 were increased as a result of federal income tax expense
adjusiments associated with deferred investmen! tax credits relating to the 1988 write off of nuciear plant
investment See Note 7 The adjusiments i.creased quarterly earnings by $17 907 000

Earnings for the quarter ended Decemnber 31 1990 were decreased as a result of year-end adjusiments A
$13.933.000 reduction in phase-in carrying charges (see Note 6) was partially offset by adjustments of §7 760 000
10 reduce depreciation expense for the year (see Summary of Significant Accounting Policies ) and $2 168 000 10
'3.26&?.0 '0(;“0.'.' income tax expense (see Note 7) The total of these adjustments decreased quartetly ermings by

{Toledo Eclison ) F-67 {Towdo Edison)
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THE TOLEDO EDISON COMPANY

Electric Sales (n.illions of KWH) Electric Customers (year end)  Residential Usage
Avetage  Average
Aver Prce Hovene
inaustog KWh it Par
¥ our Hesdental Commercial Indusinal Wholesale Oder  Tolal  Resoentel  Commercia & Othe Toial Cuttomer  KWH  Cuslome
<990 1950 104 s 932 496 8609 253 965 26 822 4655 284 342 T EE2 11 48c SBB2 09
1989 207 162 370 1176 495 G040 Q263234 26 803 4434 2R34T 7688 W01 BES 28
1988 2 D68 1876 3 TR0 938 474 883 251580 26 526 4102 2812'8 b 264 872 8dzw®r
1987 1877 1832 3 589 344 464 TO06 240 344 26170 4085 278 599 7 964 1016 808 66
1886 1941 1485 3 482 242 448 T 60% 247 266 24 655 4004 275915 7EB Q7% 768 40
1980 187 1 282 3165 660 410 7388 240142 23532 388 267482 8232 640 s206¢
Load (MW & %) Energy (millions of KWH) Fue!
w Ne! £
i = . o
alme  Pean  Capaciy L owd o R Purchasec busi Cot BT Pe
Yew of Pear Load M gin #actor Foss Nucieal ot Power Totm P KW KW
1990 1782 151% 13.5% €3.0% 5 535 4219 8754 (486) 9 265 1.60¢ 10 220
1986 1 B4 1 626 194 652 $ 206 § &E2 10 758 (1176} 8 583 142 10 243
1988 1067(¢) 1614 (527) 626 § 820 3325 9 145 388 9 630 1 b8 10 174
1987 1 698 | 484 126 64 9 5916 3218 § 134 (647 B 487 145 10 196
1986 | 740(e) 1 423 182 648 £ 462 12 £ dara 1 689 B 183 182 8 860
1980 1760 1310 256 68 3 5 529 10314 6 560 1 362 7Tae 168 10 245
Investment (thoutands of doliars)
Construction
Wk Totw
Uity Accumuiated P-ag:n Nuciea Property Utiity
Plant In Depreciation & Net & Perry el ane Pian! ana Plant Total
Yaar Service Ama ization Plart Unit 2 __Other Equipment AJDitons Assets
1890 $2 607 010 $646 193 $1 960 817 § 436 839 $223 872 $2 621 528 § 86 693 $4 001 518
1889 2 §32 281 567 197 1 965 084 430 340 237 318 2 632 752 77 3§87 4 138 846
19688 2 438 827 487 546 1961 381 455 104 262 514 ¢ 672 999 132 083 4134 €72
1987 2 600 511 418 149 < 181 362 374 274 267 068 2 822 705 380 974 4 277 587
1986 1 442 B12 415 745 ' G2 067 ¢ 169 848 269 022 3 466 034 463 163 3 813 889
1980 1197 774 220 629 977 145 520 239 27 424(@) ' 524 BOB 235 91 1 701 443
Capitalization (thousands of dollars & %)
Preierred Stoos with Praterred Stock without
Mandatory Regemphon Mandatary Redemplior
Year Cammon Stock Equily Provisos Provisiony Long- Term Debl __Ton
1990 $ B30 784 I $ 68 028 ™ $210 000 o $1 097 326 s $2 254 428
1989 897 793 38 68 990 3 210 000 9 1187 277 50 2 374 080
1988 BE7 442 36 71 1568 3 210 000 8 1291 444 §2 2 460 041
1987 1096 737 3s 73 340 3 £40 000 8 1 400 292 50 2 810 369
1986 ' 074 863 36 148 797 $ 260 000 ] 1 480 947 S 2 064 407
1980 478 993 34 66 500 ) 150 000 11 714 406 &0 1 409 898

(¢) Capacity gata refiects extended generating unit outages for renovalion and improvements

(@) Restated for eftects of capialization of fuclear fue! iease and hinancing arangements pursuant to Statement of Financial Accounting Standards

{ Toledo Edison)
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CENTERIOR EWERGY CORPORATION AND SUBSIDIARIES

SCHEDULE v - PROPERTY, PLANT AND EQUIPMENT
YEAR ENDED DECEMBER 31, 1989

(Thousands of Dollars)

Balance ot Retirements Balance at
Beginmning of Axditions or g of
Clessification Period ot Cost Sales Other Period
Utility Plent:
Electric
Product ion:
Steam $1,290,036 $17,470 (85,614) 80 $1,301,892
Nuclear $4 833173 $208, 809 ($12,377) $0 $5,029,608
Kydraulic 856,301 (s1) 80 $0 856,300
Qther 3,943 $53 ($1) $0 $13,99%
Transmission $677,535 33,559 ($1,0%) $0 830, 080
Distribution $1,096, 768 $54 837 ($5,793) $0 $1,143, 810
General $177,91% $11,529 (%4,014) $0 $185,434
Total Urility Plant $8,143,673 $296, 256 ($28,813) $0 $8,411,116
Perry Unit 2 (a) $866 911 82,137 0 0 $869, 048
Construction Work in
Progress $355% 821 ($67,596) 0 0 $288, 225
Nuclear Fuel $815, 144 %9 677 $0 $0 $864 821
Other Plant $59,945 82,512 ($30) $22 $62 , 44¥
Total Property, Plant and
Equipment $10,241,494 $282, 986 (828 843) 22 $10,495,65%
BEFEasEcasss sz FSESTEET2AEEY ESTEIRIIZIZIRDD Scz3sssEa=aT

(a) Includes Perry Unit 2 AFUDC subsequent to July 1985. See Schedule vill.

§-3












CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

SCHEDULE VI - ACCUMULATED DEPRECIATION AND AMORTIZATION OF PROPERTY, PLANT AND EQUIVMENT
YEAR ENDED DECEMBER 31, 1988

(Thousardis of Dollers)

Additions Deduct ons
balance ot Charged to Removal Cost Baiance at
Beginning of 1 ¢ cime ket of Salvage End of
Description Period Statement Other (a) ketirements Add/ (Deduct) Period
Utivity Plant:
Electric - Depreciation $1,321, 4864 $267,004 $3,534 ($21,034) (4,990 81,5 7,978
+ Amortizstion $2,982 $344 0 80 1 $3, 526
Total Utility Plant 81,326, 4k8 8267 348 (b) 33,58 (821,034) ($4,9905 $1,569, 304
Other Property + Depreciation $12,980 81,323 (o) $0 (3620) 37) $13,676
Total $1,337,426 $268 6™ $3,5% ($21,654) (%,997) $1,582,980
STEELIEIEEES FESYRISERERE SEATETIUEERS SERSPZBRSTANT RESTEEIDRERS EASESEESERED
Nuclear Fuel - Amortization $141,043 $77,283 (&) 0 $0 $0 $218,326
BLEUREBRREUET BZZEUITRIEES SUEEINEEWRNESS EARETRFEEIINEE EZZEnREsTESEY EZVERIRRERTS

(8) Accumulated depreciation charged to construction work in progress,

(b) Depreciation and smortization as reported in the Income Statement includes approximetely 39 million of
smortization releted to terminated mulear genereting units and $13 miliion of amortiza®ion of investment tax
credits resulting from the change in accounting ‘or income taxes. The unamortized costs related to the termi-
nated units were recorded es deferred charges on the Balance Sheet. ine vevennwr 31, 1988 balance of

$27.8 million in the deferred charge account was written off at year end.
(¢) Wonutility plant expense charged to other income and deductions, net.
(d) Charged to fuel and purchased power expense.







CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

SCHMEDULE VIIL « VALUATION AND QUALIFYING ACCOUNTS
FOR THE YEARS ENDED DECEMBER 31, 1990, 1989 AND 1988

(Thousands of Dollars)

Add | tions Deduct ions
Balance st Charged to Deduct ions Balarnce ot
Beginning 1 n¢ ome from Erd of
Description of Period Statement Other Reserves Other Period
Reflected us Reductions
to the Related Assets:
Accumuleted Provision
for Uncollectible Accounts
(Deduction from Amounts Due
fram Customers and Others)
1990 82,276 $18,73% (&) $2,805 (b) 820,796 (e)(c) 0 $3,026
1989 $7,001 $9,429 (8) $2,000 (b) $16,154 (a)(e) $0 $2,276
1988 85,629 813,078 (o) 82,001 (b $13, 7% () () 0 $7,000
Reflected as Reserves on
the Balence Sheet:
Reserve for Perry Unit 2
Allowarnce for Funds Used
buring Construction
1990 $212,693 $0 $C 0 $C $212,693
1989 $212,693 $0 $0 $0 L $212,693
1988 $174,600 80 $38,093 () 0 80 $212,693

(8) includes a provision and corresponding write-off of uncollectible accounts of 85, 895,000, 32,798,000 and
$2,003,000 in 1990, 1989 and 1988, respectively, relating to customers which qualify for the PUCO mendated
Percentage of Income Payment Plan, Such uncollectible accounts are recovered through a separate PUCO
approved surcharge tariff,

(b) Collection of accounts previously written off,

(c) Uncollectible accounts written off,

(d) Results from adoption of a new method of accounting for income taxes which regquires the presentation of
amounts (previously stated on a net-of-tax basis) on a pretax basis,



, 5 ¥ b N AN i
X \ 4 BORROWIN
’ 5 " ME AN
" i .
5 Il 5
] i s
4 )
.




I ————— - - - e —— - B P —— -

CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES

SCHEDULE X - SUPPLEMENTARY INCOME STATEMENT INFORMATION
FOR YHE YEARS ENDED DECEMBER 31, 1990, 1989 ANp 1988

(Thousands of Dollers)

1990 1986 1988
Maintenance and Repairs --
Charged to Operating Expenses $202,248 $187,559 $199, 468
BESEERETRSE"S FLRSRRNETERS ESsxsszseney
Taxes, Other Than Payroll and
Income Taxes:
Charped to Operating Expenses:
Rea! and Personal Property Taxes $145, 980 $136,477 $145 685
Ohio State Excise Taxes $101,918 $52,.877 891,644
Other $8,850 0,1 s, 3
Total Charged to Operating
Expenses $256, 748 $234,553 $269,082
Total Charged to Nonoperating |ncome 719 $759 $597
Total $257,467 $239 312 $249,679
SRTNISETIIE ERTIEFIVERER SEINSEEZIIEES
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THE CLEVELAND ELECTRIC ILLUMINATING COMPANY AND SUBSIDIARIES

SCHEDULE v - PROPERTY, PLANT AND FQUIPMENT
YEAR ENDED DECEMBER 31, 198%

(Thousends of Dollers)

Balwxe at Retirements
Beginning of Additions or
Clessification Perioo at Cost Sales
Utility Plant:
Electric
Product ion:
Steam 81,013,636 $9,595 (85,64)
Nuclear 43,235, 76 $120,049 $0
Wydraul ic 56,301 (s") $0
Other 87,287 3] (%1}
Transmission $526,820 6,004 ($1,011)
Distribution $754,650 843,212 (8$5,424)
General $110,338 88,275 (84,006)
Totel Utility Plant $5,706, 746 $190,135 ($16,056)
Perry Unit 2 (&) $523,785 ($491) 80
Construction Work in
Progress $239, 843 ($36,204) $0
Nuclear Fuel 8453, 654 $28 438 0
Other Plant 856,625 $2,512 ($30)
Total Property, Plant and
Equipment 86,578,653 $184 390 (316,084)
FTEWESPESeER SZTZZzTREE APBEESIIBENEE

(8) Includes Perry Unit 2 AFUDC subsequent to July 1985, See Schedule Vill.

0
14
0
$0

80

............

0

$0

s

BuzuzzIRESES

Balance ot
End of
Periog

$1,017,617
$3, 355,765
£56,300
$7,287
$354,813
$792,438

$114,608

$5,878 825

$523 294

$203,639

$a82,092

$7, 146,957

ssgzzyesssacy
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THE CLEVELAND ELECTRIC JLLUMINATING COMPANY AND SUBSIDIARIES

e

SCHEDULE VI - ACCUMULATED DEPRECIATION AND AMORTIZATION OF PROPERTY, PLANT AND FQUIPMENT
YEAR ENDED DECENBER 31, 1990

Description

R

Utility Plant:
Electric - Deprecistion

* Amortization

Total Utility Plant

Other Property - Depreciation

Total

Nuclear Fuel - Amortization

Balance at
Beginning of
Period

$1,264,570

$1,278 485

SessazsssEns

$172,910

ETZRTEETREEE

(Thousands of Dollars)

Additions
Charged to
1 ncome
Statement Other ()
$180,872 $843
83,508 L 1)
$184,380 (b $843
$2,878 (c) 0
$187,258 $843
FENILSERESES HETEETIRTEEE
$47,028 (o) 0
EEITHETEERES CEISITEZTEES

(a) Accumulated depreciation charged to construction work in progress.

(b) Depreciation and amortizintion as reported in the Income Statement includes apoproximately $9 million of
amortization of iavestmert tax eredits,
(c) Nomutility plant expense charged to other income and decctions, net.

(d) Charged to fuel and purchased power expense.

8=15

.............

$0

------------

............

(331,803)

0

BEZnTEREEEES

Removal Cost
Net of Salvege
Add/(Deduct)

$0

(37,939

R i

Balance at
End of
Period

$1,402,873
87,178

............

$1,410,081

$16,793

............

$1,426, 844

LRSS R SR ]

$219,938

SRazvseEsman
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THE CLEVELAND ELECTRIC JLLUMINATING COMPANY AND SUBSIDIARIES

SCHEDULE VI « ACCUMULATED DEPRECIATION AND AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT
YEAR ENDED DECEmMBER 31, 1088

Description
Utility Plent:
Electric - Depreciation

< Amortization

Total Utility Plant

Other Property - Depreciation

Total

Nuclear Fuel - Amortization

Ralance ot
Beginning of
Period

917,10

$72,287

(Thousands of Dollars)

Additions
Charged t
| neome
Statement Other (@)
$192,354 $1,700
$344 $0
$192,698 (b) $1,700
$1,27% (&) 0
$193,872 $1,700
EZ_TE¥sReEsS FEEENURIBEES
844,91 () 0

(a) Accumulated depreciation charged to construction work in progress,

(b) Depreciation and amortization as reported in the Income Stitement includes approximately 36 million of

Dechuct ions

Remove! Cost

Net of Salvage
Retirements Add/ (Deduct)
(314, 778) ($3,15%)
80 0
($14,778) (83,15%)
($600) $0
($15,378) ($3,159)
EES S E RS RS 2 S 2 sazsEREgErREe
$0 0
FUIIEITISREN EEEERYEIZEES

Balonce #t
End of
Period

83,326

............

$1,096 266

$117,198

smortization related to terminated rmuclear nenerating units and $10 million of amortization of investment tax
credits resulting from the change in accounting for income taxes.

nated units were recorded es deferred charges on the Balance Sheet,
$17.6 miliion in the deferred charge account was written off at year end.

(c) Nonutility plant expense charged to other income and deductions, net.

(d) Charged to fuel and purchased power expense.

S«17

The unamortized costs related to the termi-
The December 31, 1988 balance of


















THE TOLEDO EDISON COMPANY

SCHMEDULE V PROPERTY, PLANT AND EQUIPMENT
YEAR ENDED DECEMBER 31, 1989
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THE * LEDO EDISON COMPANY

SCHEDULE VI - ACCUMULATED DEPRECIATION AND AMURTIZATION OF PROFERTY, PLANT AND EQUIPMENT
YEAR ENDED DECEMBER 31, 1988

pescription

...........

Electric Utility Plant -
Depreciation
Other Property - Deprecistion

Total

Nuclear Fuel - Amortization

(Thousandds of Dollers)

Additions
Balance &t Charged to
Beginning of | nc ome
Period Statement Other (8)
$419, 149 $74,650 (b) $1, 854
31,148 9 () $0
$420,295 $74,69% $1,834
SRSABAETUEEE SEIEUSLSBIET BESTEIINBEET
$68,75¢ $32,372 () $0
EEESEESREBES STIWSEEERIAS SAZETEEISTES

(8) Accumulated depreciation charged to construction work in progress.

(b) Depreciation and amortization as reported in the Income Statement includes approximately 83 millL.
amortization reiated to terminated nuciear generating units and 33
credits resulting from the change in accounting for income taxes.

nated units were recorded as deferred charges on the Balance Shewt.
$10.2 million in the deferred charge account was written off at year enc.
{¢) Nonutility plant expense charged to other income and deguctions, net,
(d) Charged to fuel and purchased power expense.

Deduct ions

kemoval Cost

Net of Salvage
Retirements Aogd/ (Deduct)
(%,256) (31,831
($20) ("
(86,278) ($1,838)
ESEBIEBIEETE BESITUSERET
$0 $0
STEREAANDESH FEICEEEBIZIN

of

Balarce 2"
End of
Period

$4B8 714

$101,128

ERSERLEISHESR

mitlion of emortization of investment tax
The unamortized costs related to the termi-
The December 31, 1988 balance of



THE TOLEDO EU1SON COMPaNY

SCHFOULE VI - GUARANTEES OF SECURITIES OF OTMER 18SUERS
YEAR ENDED DECEMBER 31, 1990

Name of lssuer of
Securities Cuaranteed Title o+
Quarto Mining Company (b)
Due 2000
Series
Series
Series
Series O
Series EA
Series 18
Series BC
Series £
Series 12
Serien F§
Series #C
Series ¢

o e »

Unsecurid Note,
ot prime (10X

(Thouserdts of Dollars)

| akue

e .

Guar antowd Mortgape Bonds,

8.5
§.70%
L )
12.625%
10.25%
1.70%
11,408
16.625%
10.50%
ARRELY |
11.40%
9.06%

Interest
"

12731790) plus 2%,

Due 2000

Equipment Leaser

Pringipal Amount
Guerantesd and
Outstaning
(8 ond (b)

................

ey
e
1,889
2,068
51
e
2,490
T
2
124
$03
6,643

1,561

3.8

........

824,065

sensnpss

Nature of Guarantee

Pringipal
Principal
Principal
Pringcipal
Pringipal
Prineipsl
Pringipel
Pringipai
Principal
Princips:
Pringipsl
Principal

ddddddiiidiii

Principal and

Interest
Interest
Interest
Interest
Interest
interest
interest
Interest
Interest
Interest
Interest
Interest

Interest

Termination velue per

Agreement s

(8) None of the securities were owned by Toledo Edison; none were held in the treasury of

the issuer; angd none were in default,

(b, Toledo Edison and the other CAPCO Group Companies have agreed to guarantee seversily
and not jointly, their proportionste shares of Guarto Kining Company debt and lease

obligetions incurred while developing and eQuipping the mines,

Toledo Edison's proportionate share of the total obligetions,

§-28

The amounts shown are



THE TOLEDD EDISON COMPANY

SCNEDULE VIII - VALUATION AND GUALIFYING ACCOUNTS
FOR THE YEARE ENMDED DECEMBER 31, 1990, 1989 AND Y9BE

(Thousands of Dollers)

Aditions Deduc t i ong
Bele oy 0t Charged to Deduc t i ong Belnce ot
Beginning 1 e ome from ind of
Description of Period Statement Other Reserves Other Periodl
Beflected as Reductions
to the Releted Assels:
Accumilated Provision
for Uncollectible Accounts
(Deduction from Amounts Due
from Customers and Dthers)
1990 $1,350 83,58 (» 1 AT7 (B 8,859 (i) s $1,200
1089 W 83,687 () 958 (b) 8,050 (o) 0 $1,3%0
1988 503 83,768 (0) $945 (1) 24 () $0 | 3281
Keflected as Reserves on
the Balance Sheet:
Reserve for Perry unit 2
Allowence for Funds Used
During Construction
1990 888,295 0 0 0 7] 88, 205
1989 $88, 295 1Y 0 1 0 88 298
1988 $71,887 0 $16,598 (d) 80 s S48, 295

(a) Includes & provision and corresponding w ite-off of uncollectible accounts of $298, 000, $591,000 »ad
$1,139,000 in 1990, 1989 and 1988, respectively, relating to customers which gualify for the PUCO mandated
Percentage of Income bayment Flan., Such uncollectible sccounts sre recovered through e separate puCo
opproved surcharge tariff,

(b) Collection of atcounts previously written off,

(¢) Uncoliectible accounts written off,

(d) Rusulte from atdoption of & new method of accounting for income taxes which requires the presentation of
amourts (previously stated on & net-of tax basis) On & pretax basis,
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Category

SEEsh e

Commercial Paper

« FEIrarinnnuw

1990
1989
1988

THE TOLEDD E01SO0N CuMPANY

SCHEDULE IX - SHORY-TERM BORKOW!NGS

FOR THE YEARS ENDED DECEMBER 31, 1990, 1989 AND 1988

(Thousernds of Dollars)

Balence
ot Eng
of
Period

SEASE A AT

welghted
hverage
Interest
Ente ot
i of
beriog

Blsamenranns

9%
o.0%
6.0%

Average
Dailly
Mo mam Woighted
Amount Amount
Outstanding Outstanding
During the During the
Period Period
823,200 $1,285 (o)
10 %0 (a)
80 80 (&)

Average
Daily
Welghted
Interest
kate During
the Period

R

AL R
6.0% (v)
0.0% (b)

() Computed by dividing the total of the daily outsterding balances for the year by 365 days (366 for 1988).
(b) Computed by dividing total interest expense for the year by the aversge dally balence outstending,

§=-30




THE TOLEDD EDIBON COMPANY

SCHEDULE X - SUPPLEMENTARY INCOME STATERENT [N/ ORMATION
FOR THE YEARS ENDED DECEMBER 31, 1990, 1986 AND 1968

P vI—

(Thousarels of Dollsrs)

Item 1990 1989 1088
Maintenance and Repsirs -+
Charged to Opereting Expenses 864, 163 60, 781 LV T
TESRERSRNERS SRERRENENELS SREERRRERERY
Tanes, Other Then Payroll amd
Income Tares:
Charged to Dperating Fxpenses:
Kee! ot Personal Property Texes 839,204 836,470 [ AN "
Ohio Ltate Excise Tares $32, 148 $29,007 820,654
Other $2,32% 1,902 | S
Totel Charged to Operating
Expenses $73,677 867,379 75,210
Total Charged to Nonoperat ing [n¢ome
(Loss) 9 {10 $103
Total 73,768 $47 470 875,313
AEFEEETESS NN SEEERRREBRES EEEBBRRRANES

e e e e e e R B R e B S e o L
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EXHIBIT INDEX

The exhibits designated vith an asterisk (*) are filed herevith. The exhibits
net so designated have previously been filed vith the SEC in the file indi-
cated in parenthesis folloving the description of such exhibits and are in-
corporated hercin by reference.

COMMON EXHIBITS

(The folloving documents are exhibits to the reports of Centerior Energy,
Cleveland Electric and Toledy Bdison.)

Exhibit Numbe: Document
10b(1)(a) CAPCO Administration Agreement dated November i, 1971, as

of September 14, 1967, among the CAPCO Group members re-
garding the organization and procedures for implementing
the objectives of the CAPCO Group {Exhibit S(p), Amendment
No. 1, File No. 2-42230, filed by Cleveland Electric),

10b(1)(b) Amendment No. 1, dated January 4, 1974, to CAPCO Adminis-
tration Agreement among the CAPLO Group members (Exhibit
5(e)(3), File No. 2-68906, filed by Ohio Edison).

10b(2) CAPCO Transmission Facilities Agreement dated November 1,
1971, as of September 14, 1967, among the CAPCO Group
members regarding the installation, operation and mainte-
nance of transmission facilities to carry out the objec-
tives of the CAPCO Group (Exhibit 5(q), Amendment No. 1,
File No. 2-42230, filed by Cleveland Electric).

10b(3) CAPCO Basic Operating Agreement as Amended September 1,
1980 among the CAPCO Group members regarding coordinated
operation of the members’' systems (Exhibit 10.24, 1980
Form 10-K, File No. 1-956, filed by Duquesne).

10b(4) hgreement dated September 1, 1980 for the Termination or
Construction of Certain Agreements by and among the CAPCO
Group members (Exhibit 10.25, 1980 Form 10-K, File No,
1-956, filed by Duquesne).

10b(5) Construction Agreement, dated July 22, 1974, ameng the
CAPCO Group members and relating to the Perry Nuclear
Plant (Exhibit S(yy), File No. 2-52251, filed by Toledo
Edison).

10b(6) Contract, dated as of December 5, 1975, among the CAPCO
Group members for the construction of Beaver Valley Unit
No. 2 (Exhibit 5(g), File No. 2. 52996, filed by Cleveland
Electric).

10b(7) Amendment No. 1, dated May 1, 1977, to Contract, dated as
of December 5, 1975, among the CAPCO Group members for the
construction of Beaver Valley Unit No, 2 (Exhibit 5(d)(4,
File No, 2-60109, filed by Ohiec hdisen).

10b(8) Contract, dated May 24, 1976, among the CAPCO Grovy
members for the operation of lleaver Valley Unit N5, 2
(Exhibit  5(d)(4), File No. 2-56944, filed by Pennsylvania
Pover).

E-1




I Exhibit Number
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10b(9)

106(10)

10b(11)

10b(12)

10¢(1)

10e(2)

10¢(2)

10c(4)

10¢(5)

10¢(6)

10¢(7)

Document

Amendment No. 1, dated May 1, 1977, to Contract, dated
May 24, 1976, among the CAPCO Group members for the opera-
tion of Beaver Valley Unit No. 2 (Exhibit 5(d)(6), FPile
No. 2-60109, filed by Ohic Edison).

Addendum No. 1, dated November 1, 1980, to Contract, dated
May 24, 1976, as amended among the CAPCO Group members for
the operation of Beaver Valley Unit No. 2 (Exhibit 10-9,
File lo, 2-68906, filed by Ohio Kdison).

Amendment No. 1, dated August 1, 1981, 1o CAPCO Basic
Operating Agreement as Amended Scptember 1, 1980 among the
CAPCO  Group members (Exhibit 10,27, 1981 Porm 10.K, Pile
No. 1-956, filed by Duquesne).

Amendment No, 2, dated September 1, 1982, to CAPCO Basic
Operating Agreement as Amended September 1, 1980 among the
CAPCO  Group members (Exhibit 10.29, 1982 Form 10-K, File
No, 1-956, filed by Duquesne).

Participation Agreement, dated as of October 1, 1973,
among Quarto, the CAPCO Group members, Energy Properties,
Inc., General Flectric Credit Corporation, the Loan
Participants listed in Schedules A and B thereto, Central
National Bank of Cleveland, as Owner Trustee, National
City Bank, as Loan Trustee, and National City Bank, as
Bond Trustee (Exhibit 5(z), File No. 2-59794, filed by
Toledo Edison).

Amendment No. 1, dated as of September 15, 1978, to Par-
ticipation Agreement, dated as of October 1, 1973, among
the same parties as Exhibit 10c(1) (Exhibit 5(e)(2), File
No, 2-68906, filed by Pennsylvania Pover).

Participation Agreement No. 2, dated as of August 1, 1974,
among the same parties as Exhibit 10c¢(1) (Bxhibit 5(h)(2),
File No, 2.53059, tiled by Ohio Fdison).

Anendment No. 1, dated as of September 15, 1978, to Par-
ticipation Agreement No. 2, dated as of August 1, 1974,
among the same parties as Exhibit 10e(1) (Exhibit 5(e)(4),
File No. 2-68906, filed by Pennsylvania Pover).
Participation Agreement No. 3, dated ar of September 15,
1978, among the same parties as Exhibit 10c(1) (Exhibit
S(uu), File No. 2-64609, filed by Toledo Edison).
Participation Agreement No. 4, dated as of October 31,
1980, among Ouarto, the CAPCO Gruup members, the Loan Par-
ticipants listed in Schedule A thereto, and National City
Bank, as Bond Trustee (Exhibit 10-16, File No. 2-68906,
filed by Ohio Edison),

Lease and Agreement, dated as of June 7, 1973, as amended
and restated as of October 1, 1973, betveen Central
National Bank of Cleveland, as Trustee, and Quarto, to-
gether with Guaranty, dated as vctober 1, 1973, vith re-
spect thereto by the CAPCO Group members (Exhibit S(aa),
File No. 2-59794, tiled by Toledu Edison).

E-2
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Exhibit Number
10c¢(8)

10¢(9)

10¢(10)

10e(11)

10e(12)

10e(13)

10e(14)

10¢(15)

10d(1)(a)

104(1)(b)

B Tl T —

Document

Trust Indenture and Mortgage, da'ed as of October 1, 1973,
betveen Quatto and National City Bank, as Bond Trustee,
together with Guaranty, dated ar of October 1, 1973, vith
respect thereto by the CAPCO Group members (Exhibit S(bb),
File No. 2-59794, filed by Toledo Edison).

Amendment No. 1, dated as of August 1, 1974, to Trust In-
denture and Mortgage, dated as of October 1, 1973, betveen
Quarto and National City Bank, as Bond Trustee, together
vith Amendment No, 1, dated August 1, 1974, to Guaranty,
dated as of October 1, 1973, vith respect thereto by the
CAPCO Group members (Exhibit 5(L)(2), File No. 2-53059,
filed by Ohio Edison).

Amendment No. 2, dated as of September 15, 1978, to Trust
Indenture acd Mortgage, dated ax of October 1, 1973, as
amended, betveen Quarto and Naiional City Bank, as Bond
Trustee, together with Amendment No. 2, dated as of
September 15, 1978, to Guaranty, dated as of October {8
1%7., with respect thereto by the CAPCO Group members
(Exhibite S5(e)(11) and S(e)(12), File No. 268906, filed
by Pennsylvania Pover).

Amendment No. 3, dated as of October 31, 1980, to Trust
Indenture and Mortgage, dated as of October 1, 1973, as
amended, betveen Quarto and National City Bank, as Bond
Trustee (Exhibit 10-16, File No. 2-68906, filed by Ohie
Edison).

Amendment No., 3, dated as of October 31, 1980, to
Guaranty, dated as of October 1, 1973, with respect to the
CAPCO Group members (Exhibit 10-18, File No. 2-68906,
filed by Ohio Edison).

Open-End Mortgage, dated as of October 1, 1973, betveen
Quarto and the CAPCO Group menbers and Amendment No. 1
thereto, dated as of Septembei 15, 1978 (Exhibit 10-%

File No. 2-68906, filed by Ohio Fdisen).

Agreement, dated October 20, 1981, among the CAPCO Group
members regarding the use of Quarto coal at Mansfield
Units 1, 2 and 3 (Exhibit 10(ff), 1981 Form 10-K, File No.
1-3583, filed by Toledo Edison).

Agreement, dated July 1, 1982, among the CAPCO Group
members reallocating the rights and liabilities of the
members with respect to certain uranium supply contracts
(Exhibit 10(ff), 1982 Form 10-K, File No. 1.3383, filed by
Toledo Edison).

Form of Collateral Trust Indentu e among CTC Beaver Valley
Funding Corporation, Cleveland Electric, Toledo Edison and
Irving Trust Company, as Truste« (Exhibit 4(a), File No.
1318755, filed by Cleveland Electric and Toledo Edison).
Form of Supplemental Indenture to Collateral Trust In-
denture, including form of Secuied Lease Obligation Bond
(Exhibit 4(b), File No, 33-1H755, filed by Cleveland
Electric and Teledo Edison).

E-3
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Exhibit Number
10d(7)(a)

10d(7)(b)

10d(8)(a)

10d(8)(b)

104(9)

10d(10)

10d(11)

10d(12)

Document

Form of Participation Agreement dated as of September 15,
1987 among the corporate Owner Participant named therein,
the Original Loan Participants listed in Schedule !
thereto, as Original Loan Participants, CTC Beaver Valley
Punding Corporation, as Funding Corporation, The First
National Bank of Boston, as Owner Trustee, Irving Trust
Company, as Indenture Trustee, and Cleveland Electric and
Toledo Edison, as Lessees (kxhibit 28(b), File No,
33-18755, filed by Cleveland Electric and Toledo Edison).
Form of Amendment No. 1 to Participation Agreement consti-
tuting Exhibit 10d(7)(a) above (Exhibit 28(d), File No.
33-.18755, filed by Cleveland Electric and Toledo Edison).
Form of Participation Agreement dated as of September 30,
1987 among the Owner Participant named therein, the Origi-
nal Loan Participants listed in Schedule I1 thereto, as
Original Loan Participants, CTC Mansfield Funding Corpora-
tion, Meridian Trust Company, as Owner Trustee, I1B)
Schroder Bank & Trust Company, as Indenture Trustee, and
Cleveland Electric and Toledo Edison, as Lessees (Exhibit
28(a), File No, 33.20128, filed by Cleveland Electric and
Toledo Edison).

Form of Amendment No. 1 to the Participation Agreement
constituting Exhibit 10d(8)(a) above (Exhibit 28(b), File
No. 33.20128, filed by Cleveland Flectric and Toledo
Edison).

Form of Ground Lease dated as of September 15, 1987 be-
tveen Toledo Edison, Ground Lessor, and The First National
Bank of Boston, as Ovner Trustee under a Trust Agreement
dated as of September 15, 1987 vith the Owvner Participant
named therein, Tenant (Exhibit 78(e), File No. 33-18735,
filed by Cleveland Electric and Toledo Edison).

Form of Site Lease dated as of September 30, 1987 betveen
Toledo Edison, Lessor, and Me)idian Trust Company, as
Ovner Trustee under a Trust Agreement dated as of
September 30, 1987 with the Ovner Participant named
therein, Tenant (Exhibit 28(c), File No. 33-20178, filed
by Cleveland Electric and Toledo Edison).

Form of Site Lease dated as of September 30, 1987 between
Cleveland Electric, Lessor, and Meridian Trust Company, as
Owvner Trustee under a Trust Agreement dated as of
September 30, 1987 with the Owner Participant named
therein, Tenant (Exhibit 28(d), File No. 33-20128, filed
by Cleveland Electric and Toledo Edison).

Form of Amendment No. 1 to the Site Leases constituting
Exhibits 10d(10) and 104(11) above (Exhibit 4(f), File No.
13-.20128, filed by Cleveland Electric and Toledo Edison).



Exhibit Number

104(11)
|

% 10d(14)
| 10d(15)
10d(16)
| 10d(17)

10d(18)

28(a)

Document

Form of Assignment, Aseumption and Purther Agreement dated
as of September 15, 1987 among The First National Bank of
Boston, as Owner Trustee under & Trust Agreement dated as
of September 15, 1987 with the Owner Participant named
therein, Cleveland Electric, Duquesne, Ohio Edison,
Pennsylvania Pover and Toledo Edison (Exhibit 28(f), File
Ho. 33-18755, ftiled by Cleveland Electric and Toledo
Edison).

Foim of Additional Support Agreement dated as of
September 15, 1987 betveen The First National Bank of
Boston, as Ovner Trustee under a Trust Agreement dated as
of September 15, 1987 with the Owner Participant named
therein, and Toledo Edison (Fxhibit 28(g), File Ne.
33-18755, filed by Cleveland Electric and Toledo Edison),
Form of Support Agreement dated as of September 30, 1987
betwveen Meridian Trust Company, as Owner Trustee under a
Trust Agreement dated as of September 30, 1987 with the
Ovner Participant named there, Toledo Edison, Cleveland
Electric, Duquesne, Ohio Edison and Pennsylvania Pover
(Exhibit 28(e), File No, 33.20128, filed by Cleveland
Electric and Toledo Edison).

Form of Indenture, Bill of Sale, Instrument of Transfer
and Severance Agreement dated as of September 30, 1987
betveen Toledo Edison, Seller, and The First National Bank
of Boston, as Owner Trustee under a Trust Agreement dated
as of September 15, 1987 with the Owner Participan. named
therein, Buyer (Exhibit 28(h), File No. 33-18755, filed hy
Cleveland Electric and Toledo Edison).

Form of Bill of Sale, Instrument of Transfer and Severance
Agreement dated as of Septembe: 30, 1987 betwveen Toledo
Edison, Seller, and Meridian Trust Company, as Owner
Trustee under a Trust Agreement dated as of September °0,
1987 with th~ Owvner Participant named therein, Buyer
(Exhibit 28B(f), File No, 33-20128, filed by Cleveland
Electrie and Teledo Edison).

Form of Bill of Sale, Instrument of Transfer and Severance
Agreement dated as of September 30, 1987 betveen Cleveland
Electric, Seller, and Meridian Trust Company, as Owvner
Trustee under a Trust Agreement dated as of September 30,
1987 with the Owner Participant named therein, Buyer
(Exhibit 28(g), File No. 33-20128, filed by Cleveland
Electric and Toledo Edison).

Letter vegarding change in accounting principles (Exhibit
18, June 30, 1988 Form 10-Q, File Nos. 1-97.30, 1-2323 and
1-3583).

Form 11-K Annual Report of the Centerior Energy Corpo-
ration FEmployee Savings Plan Jor the fiscal year ended
December 31, 1990 (to be filed by amendment),



e

Exhibit Number

la

3b

10a

10e(1)

10e(2)

22

24a
24b
25

Exhibit Number

ia

3b

CENTERIOR ENERGY EXHIBITS

Document

Amended Articles of Incorporation of Centerior Energy ef
fective April 29, 1986 (Exhibit 4(a), File No. 33.4790).

Regulations of Centerior Energy effective Aptil 28, 1987
(Exhibit 3b, 1987 Form 10-K, File No. 1-9130).

tIndemnity Agreements betveen Centerior and certain of its
current directors and officers.

Consulting Agreement, dated February 1, 1989, with
R. M. Ginn pursuant to vhich he is to provide consulting
services to Centerior for the peidod march 1, 1989 through
February 28, 1990 (Exhibit 10e(1), 1988 Form 10-K, File
No. 1-9130).

Employment and Consulting Agreement, dated November 30,
1989, with P, M, Smart regarding his employment with
Toledo Edison through August 31, 1990 and his providing
consulting services to Centerior and Toledo Edison for the
period September 1, 1990 through January 31, 1994 (Exhibit
10e(2), 1989 Form 10-K, File No. 1-9130).

List of subsidiaries (Exhibit 22, 1986 Foirm 10-K, File No.
1-9130).

*Consent of Independent Accourntants.

*Consent of Counsel fur Centerior Energy.

*Povers of Attorney and certified resolution of Centerior
Energy’'s Board of Directors authorizing the signing on

behalf of Centerior pursuant to a pover of attorney.

CLEVELAND ELECTRIC EXHIBITS

Document
Amended Articles of Incorporation of Cleveland Electric,
effective October 30, 1987 (Exhibit 3, September 30, 1987
Form 10-Q, File No. 1-2323).

*Regulations of Cleveland Electric, dated April 29, 1981,
as amended effective October 1, 1988 and April 24, 1990,

E-7
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Exhibi r
4b(1)

4b(2)
4b(3)
ab(4)
4b(5)
4b(6)
4b(7)
4b(8B)
4b(9)
4b(10)
4b(11)
4b{12)
4b(13)
4b(1l4)
4b(15)
4b(16)
4b(17)
4b(18)

“h(19)
4b(20)
4b(21)
ab(22)
4b(23)
4b(24)
4h(25)
4b(26)
4b(27)
4b(28)
4b(29)
4b(30)
4b(31)

4b(32)

Document

Mortgage and Deed of Trust betveen Cleveland Electric and
Guaranty Trust Company of Nev York (nov Morgan Guaranty
Trust Company of Nev York), as Tiustee, dated July 1, 1940
(Exhibit 7(a), Flle No. 2-4450),

Supplemental Indentures beiveen (‘leveland Electric and the
Trustee, supplemental to Exhibit 4b(1), dated as follows:

July 1, 1940 (Exhibit 7(b), File No. 2.4450) .

August 18, 1944 (Exhibit 4(c), Pile No. 2-9887).

December 1, 1947 (Exhibit 7(d), File No. 2-7306).
September 1, 1950 (Exhibit 7(e), File No. 2-8587),

June 1, 1951 (Exhibit 7(f), File No. 2-8994),

May 1, 1954 (Exhibit 4(d), File No. 2-10830).

March 1, 1958 (Exhibit 2(a)(4), Vile No. 2-13639).

April 1, 1959 (Exhibit 2(a)(4), File Ne. 2-14753).,
December 20, 1967 (Exhibit 2(a)(4), File No. 2-30759).
January 15, 1969 (Exhibit 2(a)(5), File No. 2-30759).
November 1, 1969 (Exhibit 2(a)(4), File No. 2.35008),

June 1, 1970 (Exhibit 2(a)(4), File No. 2+37235%).

November 15, 1970 (Exhibit 2(a)(4a), File No. 2-38460),

May 1, 1974 (Exhibit 2(a)(4), File No. 2-50537).

April 15, 1975 (Exhibit 2(a)(4), File No. 2-52995),

April 16, 1975 (Exhibit 2(a)(4), File No. 2-53309).

May 28, 1975 (Exhibit 2(¢), June 5, 1975 Form 8-A, File
No. 1-2323).

February 1, 1976 (Exhibit 3(d)(6), 1975 Poim 10-K, File
No. 1-2323).

November 23, 1976 (Exhibit 2(a)(4), File No. 2-5737%).
July 26, 1977 (Exhibit 2(a)(4), File No. 2+59401).
September 27, 1977 (Exhibit 2(a)(5), File No, 2-67221).
May 1, 1978 (Exhibit 2(b), June 30, 1978 Form 10-Q, File
No. 1-2323).

September 1, 1979 (Exhibit 2(a), September 30, 1979 Form
10-Q, File No. 1-2323).

April 1, 1980 (Exhibit 4(a)(2), September 30, 1980 Form
10""03 "l. "O- 1"2323)-

April 15, 1980 (Exhibit &(b), September 30, 1980 Form
10-0, File No. 1-2323).

May 28, 1980 (Exhibit 2(a)(4), Amendment No. 1, File No.
2-67221).

June 9, 1980 (Exhibit 4(d), September 30, 1980 Form 10-.0,
File No. 1-2323).

December 1, 1980 (Exhibit 4(b)(79), 1980 Form 10-¥, File
NO. 1‘2323)0

July 28, 1981 (Exhibit 4(a), September 30, 1981, Form
10-Q, Pile No. 1-232%),

August 1, 1981 (Exhibit 4(b), Seprember 30, 1981, Form
10-Q, File No. 1-2323).

March 1, 1982 (Exhibit 4(b)(3), Amendment No. 1, File No.
2-76029),

E*O




Exhibit Number

4b(13)
4b(34)
4b(35)
4b(36)
4b(37)
4b(38)
4b(139)
4b(40)
4b(41)
4b(42)
4b(4l)
db(4d)
4b(45)
db(46)
4b(47)
4b(48)
4b(49)
4b(50)
4b(51)
4b(52)
4b(53)
4b(54)
4b(55)
4b(56)
4b(57)
4b(58)
4b(59)

Document

July 15, 1982 (Cxhibit 4(a), Seplember 30, 1962 Form 10.0,
File No. 1-2323).

September 1, 1982 (Exhibit 4(a)(1), September 30, 1982
Form 10-Q, File No, 1-23213).

November 1, 1982 (Exhibit &(a)(2), September 30, 1982 Form
10-Q, File No. 1-2323).

November 15, 1982 (Exhibit &(b)(36), 1982 Form 10-K, File
No. 1.2%21).

May 2¢, 1983 (Exhibit 4(a), June 30, 1983 Form 10-Q, File
No. 1-2323).

May 1, 1984 (Exhibit 4, June 30, 1984 Form 10-Q, File No.
1-2323).

May 23, 1984 (Exhibit 4, May 22, 1984 Form B-K, File No.
1-2323).

June 27, 1984 (Exhibit 4, June 11, 1984 Form B-K, File No.
1-2323).

September 4, 1984 (Exhibit 4&b(4l), 1984 Form 10-K, File
No. 1-2323).

November 14, 1984 (Exhibit 4&b(42), 1984 Form 10K, File
No, 1-2323).

November 15, 1984 (Exhibit 4&b(43), 1984 Form 10-K, File
No., 1-2323).

April 15, 1985 (Exhibit 4Ca), May 8, 1985 Form B-K, File
No. 1-2323).

May 28, 1985 (Exhibit 4(b), May #, 1985 Form 8-K, File No.
1-2323).

August 1, 1985 (Exhibit &, September 30, 1985 Form 10.Q,
File No. 1-2323).

Septenber 1, 1985 (Exhibit &, September 30, 1985 Form B-K,
File No. 1-2323).

November 1, 1985 (Fxhibit 4, January 31, 1986 Form B-K,
File No. 1-2321).

April 15, 1986 (Exhibit &, March 31, 1986 Form 10-Q, File
No. 1-2323).

May 14, 1986 (Exhibit 4(a), June 30, 1986 Form 10-Q, File
No. 1-2323).

May 15, 1986 (Exhibit 4(b), June 30, 1986 Form 10-Q, File
No. 1-2323),

February 25, 1987 (Exhibit 4&b(52), 1986 Form 10-K, File
No. 1-2323).

October 15, 1987 (Exhibit 4, September 30, 1987 Form 10-Q,
File No, 1-2323).

February 24, 1988 (Exhibit 4&b(L4), 1987 Form 10-K, File
No. 1-2321).

September 15, 1988 (Exhibit 4b(.5), 1988 Form 10-K, File
No. 1-2321).

May 15, 1989 (Exhibit 4(a)(2)(1), File No. 33.32724).

June 13, 1989 (Exhibit 4(a)(2)(ii1), File No, 33-32724).
October 15, 1989  (Exhibit 4(a)(2)(iii), File No.
33-32724),

January 1, 1990 (Exhibit 4b(59), 1989 Form 10-K, File No.
1-2323).
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Exhibit Number Document '

4b(60) June 1, 1990 (Exhibit 4(a), September 30, 1990 Porm 10-9,
File No. 1.2321).
Ab(61) August 1, 1990 (Exhibit 4(b), September 30, 1990 Form

10-Q, File No. 1-2321),

10a Indemnity Agreements betveen Cleveland Blectric and cer-

tain of {its current directors (Exnibit 10a, 1988 Form
10K, File No. 1-2323).

10a(1) Key Employee Incentive Stock Plan (Exhibit 4(d), File No.
2-37309).

10a(2) 1978 Key Employee Stock Option I'lan (Exhibit 1, File No.
2-61712),

22 List of subsidiaries (Exhibit 22, 1986 Form 10-K, File No,
1-232%).

Jha *Consent of Independent Accountants.

24b *Consent of Counsel for Cleveland Electric.

5 *Povers of Attorney and certified resolution of Cleveland

Electric’'s Boatd of Directors authorizing che signing un
behalf of Cleveland Electric pursuant to a pove' of

attorney.
TOLEDO EDISON EXHINITS
Exhibit Number Document
Ja Amended Articles of Incorporation of Toledo Edison effec-
tive September 25, 1986 (Exhibii 3a, 1986 Form 10-K, File
No. 1-3583).
3a(l) Certificate of Amendment effective July 31, 1987 te

Amended Articles of Incorporation of Toledo Edison
(Exhibit 3a(1), 1988 Form 10-K, File No. 1-3583).

ib *Code of Regulations of Toledo Edison dated January 28,

1987, as amended effective July 1 and October 1, 1988 and
April 24, 1990,

4b(1) Indenture, dated as of April 1, 1947, betveen the Company
and The Chase Nationa)l Bank of ithe City of New York [nov
The Chase Manhattan Bank (National Association)) (Exhibit
2(b), File No. 2-26908).

Supplemental Indentures betveen Toledo Edison and the
Trustee, Supplemental to Exhibit 4b(1), dated as follovs:

E-10
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Exhibit Number

ah(2)
ab(31)
4b(4)
4b(5)
4b(6)
4b(7)
4b(B)
ab(9)
b(1")
4b(11)
4b(12)
4b(13)
4b(14)
4b(15)
Lb(16)
4b(17)
4b(18)
4b(19)
4b(20)
4b(21)
4b(22)
4b(23)

ab(24)

4b(25)
4b(26)

4p(27)
4b(28)
4b(29)
4b(30)
4b(31)
4b(32)
4b(33)
4b(34)
4b(35)

4b(36)

10a

Document

September 1, 1948 (Exhibit 2(d), File No, 2.26900),

April 1, 1949 (Exhibit 2(e), File No. 2-26908).

December 1, 1950 (Exhibit 2(f), File No. 2-26908),

March 1, 1954 (Exhibit 2(g), Fiie No. 2-26908).

February 1, 1956 (Exhibit 2(h), File No, 2-26908).

May 1, 1958 (Exhibit 5(g), File No. 2-59794).

August 1, 1967 (Exhibit 2(c¢), File No. 2-26908),

November 1, 1970 (Exhibit 2(c), File No. 2-3B569),

August 1, 1972 (Exhibit 2(c), File No. 2-44873).

November 1, 1973 (Exhibit 2(¢), Vile No, 2-49428).

July 1, 1974 (Bxhibit 2(c), File No. 2-51429).

October 1, 1975 (Exhibit 2(¢), File No. 2-54627).

June 1, 1976 (Exhibit 2(c), File No. 2-56196).

October 1, 1978 (Exhivit 2(c), File No. 7-62568),
September 1, 1979 (Exhibit 2(¢), File No. 2-65350).
September 1, 1980 (Exhibit 4(s), File No. 2-69190),
October 1, 1980 (Exhibit &(c¢), File No. 2-69190),

April 1, 1981 (Exhibit 4(c), File No. 2-71580),

November 1, 1981 (Exhibit 4(c), File No. 2-744B5).

June 1, 1982 (Exhibit 4(¢), File No. 2.77761).

September 1, 1982 (Exhibit 4(x), File No, 2-87323).

April 1, 1983 (Exhibit 4(c¢), March 31, 1983 Form 10-0Q,
File No. 1-13583).

boe;:bcr 1, 1983 (Exhibit &(x), 1983 Form 10-K, File No.
1-3583).

April 1, 1984 (Exhibit 4(c), File No. 2-90059).

October 15, 1984 (Exhibit 4(z), 1984 Form 10-K, File No.
1-3583).

Oc;obct 15, 1984 (Exhibit 4(aa), 1984 Form 10-K, File No.
1-3583).

August 1, 1985 (Exhi'it 4(dd), File No. 321-1689).

August 1, 1985 (Exhibit 4(ee), File No. 33.1689).

December 1, 1985 (Exhibit 4(c), File No. 33.1689).

Matgh 1, 1986 (Exhibit 4b(31), 1986 Form 10-K, File No,
1-3583),

October 15, 1987 (Exhibit 4, Sepiember 30, 1987 Form 10-Q,
File No. 1-3581).

September 15, 1988 (Exhibit 4b(33). 1988 PFoim 10-K, File
No. 1-3583).

June 15, 1789 (Exhibit 4b(34), 1989 Form 10-K, File No.
1-3583).

Octo:ot 15, 1989 (Exhibit 4b(35), 1989 Form 10-K, File No.
1-358.)

May 15, 1990 (Exhibit &, June 30, 1990 Form 10-Q, File No,
1-3583).

Indemnity Agieements betveen Toledo Edison and certain of
its current directors (Exhibit 10a, 1988 Form 10-K, File
NO« 1"35’3)0
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. CasH FLows T TOLEDD £DISON COMPANY

For the years ended December 31,
1990 1989 .. 1988

{thousands o Oolars)

Cash Flows from Operating Activities '
Net Income (Loss) . $ 00424 § 92678  $(115452)
Adjustments to Reconcile Net Income (Loss) to C a«.n from
ating Aclivities
Depreciation and amortization : 756,986 #7 639 75 083
Deferred federal income taxes 30,642 79,189 (62.508)
Investiment tax credits net (17.063) 1.237 6 920
Write-off of nuclear costs - 276.955
, Deferred and unbilled revenues . (22.658) (42 624 ) 14 642
Deterred fuel (433, 16,266 (20.693)
Carrying charges capitatized : (43,487) (82 308) (129.632)
Leased nuclear fuel amortization T2 40 408 32 28BS
Deferred operating expenses, nat . (18,3’.) {18 491 (B3.813)
Allowanrce for equity fuinds used duning construction (3,352 (8.668) (5452)
’ Amortization of réserve for Davis-Besse refund obligations to
cuslomers . . - {12 555) (20.777)
Pn nsion settlement gain. (6.449) - -
Cumulative éffect of an accounting cnange - - 16.279)
whanges in amounts due from cusiomers and olhers, net (9.433) (4 .406) 13472
u\anges in inventores . (6,521) 1,890 904
Changes in accounts payable ‘ 17,464 8 BO6 19472
Changes in working capital aﬂec!mg operations 1,528 {30.713) 11.766
Other noncash items . §F03 5896 9,358
Total Adjustments " 4. 550 47059 13’ 623
Ne! Cash trom Operating Activities : 1“ 74 140 337 R REA
Cash Flows from Financing Activities .
Bank lcans, commercial paper and other short term dett 23,200 ' —
Notes payable to aff.hates SR 16.000 - (68 000)
Debt ssues
First mortgage bonds O , ' 67,300 56.100 50 700
Term bank loan .. v v 15,000 - -
Maturities redemptions and smumg funds . (183.,477) (65,006) (222 166)
Nuciear fuel lease and trust abligations (42,947) (38.015) (32 285)
Dividends pad ., . . (98.427) (BB 743) (89 054)
Premiums. discounte and expenses . : A - (1,845) (925) 1,489
Net Cash from Financing Activities : (205,196) (137 589 w( 359.316)
Cash Flows from Investing Activities
Cash apphed to construction : (80,667) (65,296) (113.174)
interest capitalized as allowance for borrowed funds used
duting construction : (2,674) (5479) {1,833)
Loans to affilates : 114,000 (114 000) -
Cash withdrawn trom sale and leaseback trust : - 109.976
Other cash received (apphed ) . - (4,022) 811 3947
Net Cash from Investing Activities . . 26,637 (183 944, {1 084)
Net Change in Cash and Temporary Cash Investments (61,585)  (181196) (344 229)
Cash and Temporar; Cash Investments at Beginning of Year 73692 254 888 »gqg 117
Cash and Tempora“y Cash Investments at End of Year 0§ 22107 § 73692 § 254888

{1} Irterest pawd was £138 000000, $141.000 000 and $150 000,000 n 1990, 1989 and 1988 :espectively
Income taxes paid were $2.272.000 in 1990 No income taxes were paid in 1989 and 1988

(2) Increases in nuclear fuel and nuciear tuel lease and trust abligations in the Balance Sheel resulting from the
noncash capitalizations under nuclear fuel agreements are excluded from this statement

The sconmpanying notes and summary of wignificant accounting policies are an integral part of this statement
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BALANCE SHEET

.. December31,
1990 1989

(thousands of doliars )

ASSETS
PROPERTY, PLANT AND EQUIPMENT
Utilty plant in service . .. $2.607,010 $2 532 291
Less accumulated depreciation and amortizatio, 646,193 567 197
1,960,817 1.965 094
Construction work in progress : 83,154 84 586
Perry Unit 2 . . : 343,685 345754
2,397,656 2,395 434
Nuciear fuel, net of amortization 221,848 235193
Other property, loss accumulated depreciation - 2,024 2125
2,621,528 2632752
CURRENT ASSETS
Cash and temporary cash investments . 22,107 73 692
Amounts due from customers and others net 63,233 53 800
Accounts receivable from atfiliates 29,999 35.114
Notes recevable trom atfihates ; . - 114 000
Unbilled revenues : . 20,166 23,528
Materials a.1d supphes. at average cost ; 32,666 26 b4
Fossil fual nventory, at avers ;2 cos! : . 15,578 14 B82
Taxes applicable to succeeding years L 62,375 61,967
Other......... : Faeas 2413 A8
249,597 408,636
DEFERRED CHARGES
Amounts due rom customers for future federal income taxes 494 454 519 469
Unamortized loss from Eeaver Valley Unit 2 sale . : 119,623 122,911
Unamortized loss on reacquired debt 27,404 28 528
Carrying charges and cperating vxpenses, pre-phase-in ; 255,020 257 709
Carrying charges and opei.ting 2xpenses phase-in 165,310 104 843
(6117 G , . ST 68,582 63,998
11,130,393 _1.097 458
Total Assets v . $4,001,518 $4 138 846

The accompanying notes and summary of significant accounting policies are an integral part of this statement
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CAPITALIZATION AND LIABILITIES
CAPITALIZATION
$ 195687
481 087
14 059
BR? 95¢

1 087 126
2,254 438
O N(r R N h"'\: ‘.A,f.}.‘{bNV L'Ai",’!, -Y‘t <
B
228 BA4
228 844
! —— L .
CURRENT LIABI 1S
f \.“
50,389
¢3.200
25.80
1,62¢
a6 §73%
1,.00%
N
.59
A 23,888
b J q4.648
10.918
DEFERRED CREDITS
83 .4 /
| 11
» 88,29
i B4
27,578
- | -
o 24 001 1E
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STATEMENT OF CUMULATIVE PREFERRED
AND PREFERENCE STOCK

1990 Shares Current
Outstanding Call Price

$100 par value. 3,000,000 preferred shares authonzed, $25 par value
12 000 000 preferred shares authorized and $25 par value
5.000.000 preference shares authonzed, none oulslanding

Prelerred, subject to mandatory redemplion

$100 par $1100 34 R2% $£101 00
9375 150,00 103 95
25 par 2 81 . 2 000 00 26 87

Less Current maturities

Total Preferred Stock, with Mandatory Redemption Provisions

Preferred,. not subject 1o mandatory redemption

$100 par § 425 160.000 104 625
4 56 . 50.000 101 00
425 100.000 102 00
832 100,000 102 46
776 150,000 102 437
7.80 . 150.000 101.85
10 00 190.000 10100
25 par  2.21 1:000.000 25 40
2365 ....... 1.400.000 28 45
Senes A Adiustabie 1,200,000 2575
Seres B Adjustable 1.200,000 o

Total Preterred Stock, without Mandatory Redemption Provisions

THE TOLEDD EDISON COMPANY

Devembear 31

1990

1989

thousands o dollars )

$ 3483
15,010
50,000

u8.493
2,165

$ 16,000
5,000
10,000
10,000
15,000
15,000
19,000
25,000
35,000
30,000
30,000

$210,000

$ 4480
16675
5000
711565

2165

68 990

$

$ 16,000
5,000
10,000
10,000
15,000
15.000
19,000
25,000
35.000
30,000
30,000
$210,000

The accompanying noles and summary of significant accounting poiicies are an integral part of this statement



















PLAN ANI MER

T




*

~ (10) CAPITALIZATION

(a) CAPITAL STOCK TRANSACTIONS

Preterred stock shares retired dunng the three years
ended December 31, 1990 are as foliows
1990 1989 1988

(M\ds of shates)

Cumulative Preferred Stock

Subjec! 1o Mandatory

Redemglion

$100 par $1100 (10} (%) i(5)
8375 1179 {17) (17)

Totel . ool L S - o TR - 4]

Cumuiative Preferred Stock Nol

Subject 1o Mandatory

Redempton

$25 pa $347 ... .. e T L e SURE)

Total s - - (1.200)

Changes in premium on capilal stock are
summarized as follows

1990 1988 1988

" (thousands of dollars)

Balance al Beginning of Year  $4B1 082 $481082 $482.770
Premium Net of Expense —

Preferred Stock . J — —

‘1 688
Balance at End of Yaar $45: GB2 3481082 $481 082

(b) EQUITY DISTRIBUTION RESTRICTIONS

At December 31, 1990, retained earnings were
$82,956 000 Substantially all of the retaned earmings
were available for the declaration of dwidends on the
Company s preterred and common shares Al of the
Company's common shares are held by Centerior
Energy. A write-off of the Company 's investment in
Perry Unit 2 depending upon the magnitude and
timing of such a write-off. could reduce retained
earnings sufficiently 1o imparr the Company s ability to
declare dividends See Note 3(c)

Any financing by the Company of any of its
nonutility affikates requires PUCQO autharization unless
the financing is made in connection with transactions
in the ordinary course of the Company's public utility
business operations in which one company acls on
behalf of another

(c) CUMULATIVE PREFERRED AND
PREFERENCE STOCK

Amounts to be paid for preferred stock which must be
redeemed duning the next five years are $2.000 000 in
both 1991 and 1992 and $12,000.000 in each year
1993 through 1995

The annual mar atory redemption provisions are as
foliows

Shares Price
To Be Beginning  Per
Hedeemed n Share
Praterrad
$100 par $11.00, . 5 000 1979 $100
8378 16 650 1885 100
25 par 281 400 090 1963 25

The annualized cumulative preferred dividend
requirement as of December 31. 1990 1s $25 000 000
The preferred dividend rates on the Company's
Series A and B fiuctuate based on prevailing interest

rates. with the dividend rates for these issues
averaging 9 06% and 9 B4%, respectively in 1990

Under its articles of incorporation, the Company
cannol issue preferred stock uniess certain earnings
coverage requirements are met Based on earnings for
the 12 months ended December 31, 1990, the
Company could issue at December 31, 1990
approximately $7 500 000 ot additional preferred stock
al an assumed dividend rate of 11% i Perry Unit 2
had been canceled and written off as of December 31
1990, the Company would not have been permitted to
issue any additional preferred stock See Note 3(¢)
The ssuance of additional preferred stock in the future
will depend on earnings for any 12 consecutive
months of the 15 months preceding the date ol
issuance, the interest on all long-term debt outstanding
and the dmdends on all preterred stock 1ssues
oulstanding

There are no restrictions on the Company's ability
to 1ssue preference stock

With respect to dividend and hquidation nghts, the
Company s prelerred stock is prior 1o its preference
stock and common stock, and its preference stock is
pror to its common stack

{d) LONG-TERM DEBT AND OTHER
BORROWING ARRANGEMENTS

Long-term debt less current maturities. was as follows

By Decomber 31
Year of Maturity interest Rate 1990 1989
(thousands of dollass )
First mortgage bonds
1991 . 1500 % § — $ 70000
1995 10 125 - 36 800
1, R e e 11.2% 60,000 60 150
1996-2000 . B 69 166 378 166 378
2001-2005 779 61,725 61725
2006 2010 964 101,900 101,900
2016-2020 . 800 67,300 —_
2021-2023 .. 793 147 800 147 800
805.103 644 603
Turm bank loans due
1992.1996 883 13.500 -—
Notes due 19921997 10 64 219430 261,715
Debentures due 1997 11 2% 125.000 125.000
Follulion contral notes
due 19922015 .. .. 1103 136 600 166 480
Othar — net . — _ (23073 (521)
Tatal Long Term
Debt . $1.097.326 $1197277

Long-term debt matures dunng the next five years
as follows $114,000,000 in 1981, $121,000 000 n
1992 $46 000 000 n 1993 $21.000.000 in 1994 and
$86.000 000 n 1995

The Comparny's mortgage constitules a direct tirst
lien on substantally all property owned and franchises
held by the Company Excluded trom the ken, among
other things, are cash, securities, accounts receivable,
fuel supphes and automotive equipment
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~+ (13) QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The following 1s a tabulation of the unaudited quarterly results of oparations for the two years ended December 31,
1990

sy e i8S Eded Ll
March 31, June 30 Bapt 30, Dec 37
{ thousands of doliars )
1990 ,
Operating Revenues ... ... ....... ....... oo 203841 $204.205  $223201  $195.749
Operating Income . . TERRCS A SO b P el s M 28,298 39472 45 901
Net income .. .. e o e 301 4 o 21,604 26971 18,420 13.429
Eamings Available for Common Stock ... . .. cias 15,387 20,660 13,109 7.130
1989
Operating Revenues .. ... ............ ... ..o, $201144  $203 436 $219762 8202 461
Operating Income . . Rk S O . B Bt i 08 5 32041 37149 40 532 32,595
Ne! Income . PO | Y 30,284 34 501 3613
Earnings ( Lou) Available for Common Stock . .., vl s 17 857 23,882 28176 (2627)

Earnings for the quarter ended June 30 1990 were increased as a result of lederal income tax expense
adjustments associated with deferred investment tax credits relating 10 the 1988 write.off of nuclear plant
investment See Note 7 The adjustments increased quarierly earnings by $17 907 000

Earnings for the quarter ended December 31, 1990 were decreased as a resull of year end adjustments A
$13,933 000 reduction in pharce in carrying charges (see Note 6) was partially offset by adustments of $7 760 000
1o reduce depraciation expense for the year (see Summary of Significant Accounting Policies) and $2.168,000 to
reduce federal ncome tax expense (see Note 7) The total of these adjustments decreased quarterly earnings by
$2.000 000

2l
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FINANCIAL AND STATISTICAL REVIEW :

Operating Revenues (thousands of goliars
94 $223 92 $174 54 L § $7¢ s $ $4 né % $83 Ré
iperating Expenses (thousands ot dolars
)G $138 22 $ $ $75 95¢ §7¢ $ 99 5. 4 $674 644
n Né | a8 thousands f ao Ars
»
Qe s 442 X $ ' ! $ 43 48 $ B 6bA $214 084
[N
\ " & 8§ thousands f dollars
\ < 3 : Bt & N  2¢



Electric Sales (millions of KWH)

Vew

Nesctentyl Commecal  Indusing Wholesals  Difes Vot

Thif

Electric Customers (year end)

luatng

Reuddent g grmerca & Olhyr Tota

TOLEDQ EDISON COMPANY

Residential Usage

Average  Average

Average Price Hovenus
KW P Pav et

U touas LA 28} Clusiomer

1990 1 850

1614

3617

496

26) 966

284 342

7 662

11.4b¢ 388299

1884 207 1 622 3740 1125 ass 9048 263 F4 25 B{N 4 434 2B AN T RS 1071 B56 26
1988 ¢ D68 ' 579 376 H38 474 B B3R 251 580 b 6526 4 10¢ 281 28 L ar2 RO2 B7
1687 1877 1 8§32 1 5859 A4 4cd 7806 240 344 25 170 4 OBS 278 588 7 969 10 16 809 66
1986 1 841 il 3 487 242 4458 T608 247 256 24 ©5% 4 004 eTE s T HRY G 75 768 43
19R0 18t 1 282 11656 560 410 I 388 240 142 o3 53¢ 1818 J67 afg B 206 €40 526 66

Load (MW & %) Energy (millions of KWHK) Fuel

Upotabie

Capaoily = . N#t £ e

a Tuse Faas Clisnainy jad ampany (e Puse haned i ot ul u‘.:
Your of Paak Laan My b ac i F ot N ledr Tl Porayer W Pae KWW ¥R

1990 1752 1

1989

516

13.5%

63.0%

§ 528

421

(498)

1.50¢

10 220

1 854 1 8286 194 85 ¢ £ 206 4 1D 758 { G 58] ¥ 10 283
1688 1 DET(e) 1 614 527} 62 B & 820 3 328 g 145 iR 8 830 1 59 10 174
1087 1 GER t 484 126 b4 9 5 016 L 218 0134 (647 B 487 1 45 10 146
1986 1 7al(e) 1 A& 182 64 B b 46; 12 €a%a 1 GBS £ 163 1B 8 880
18980 1 760 1 30 256 68 3 s 629 1 031 £ 56( (L A 1 65 10 245

Investment (thousands of dollars)
Cunstractan
Wik tal
Uity Asvumuisg Hrogiess Nuciea Progeerty WUtinty

Planit & Deprecaton & Ned & Py Fuel ang Mant qno Plan! Totad

Y ey Serwre Armortization Prant jeat 2 1 ¥ guuprner Adkvions Axsets

$2 607 010

$646 193

$1.960 817

§ 436 839

$223 872

$2 621 528

$4 001 518

14R0 2 832 2o 567 197 1 965 064 430 340 237 318 ¢ 832 768 T 387 4 138 Ba6
1988 2 438 827 487 HAab 1 451 3/ 455 104 262 514 ¢ 672 990 13¢ 083 4134 €72
1987 ¢ 600 511 419 149 218 362 174 274 267 LES 2 RIZ 708 W0 974 427 587
198E 1 442 512 415 745 1027 067 2189 845 269 028 1408 034 463 163 1 813 BAY
1660 1 187 774 220 629 877 148 §20 239 27 42a{d) 1 524 BO& 28591 1 701 443
Capitalization (thousands of dollars & %)

Fratecrad Stock with Praterred Siock  without

Vanmatory Hegemplorn Mgndatony Hedemphion
¥ e Cammon Siock Eqealy [ e Frovinicns iy Tormn Chatit Tatai

§ 880 784 39% $ 66 328

3%

$210 000 e $1.087 326

£2 254 438

1989 BG7 793 18 BB 9K 3 210000 E Y18 277 &0 2374 060
1988 BET 442 36 v 18E 3 1000 9 1 291 444 oW ¢ 460 D41
1987 1 0896 737 19 73 34 } 240 000 i 1,400 283 50 2§10 389
QB 1 074 663 i 148 747 & ggl of a4 i 48 Ga? B 2 964 407
1980 478 943 34 B€ 500 §0 000 1 '14. 408 A 1 A0% BOY
(¢) Capacity vala refiec!s exlended genemating unit oltages 1o renovation and improvements

{d) Restated lor stects of capitahization of auciear hel lease and financing arangemants pursuant to Sratement of Financal Accaunting Slandaros 71
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