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We dlreaty operate one of the strongest utility systems
in the West and | behieve that the actions undertaken in
1991 and under way in 1992 will add to that strength,

We have continued to meet aur price commitments to our
customers set forth in the approval of the PacifiCorp/Utah
Power merger with our customers benefiting from annual-
ized price reductions totaling $206 million. We are now
delivering electrical encrgy to our customers throughout
our system at prices that are approximately the same as
those charged n the carly 1980s in nominal terms, and, in
inflation-adjusted tems, equal w those of the mid-1970s.
However, we must contmuously improve the way we aper-
ate the elevtric business. Even though we already run four
of the nation’s twelve lowest-cost coal-fired generating
plants, we believe that the electric business will become
more competitive and that we must strive o be among the
low-cost producers if we are to prosper.
Clonsistent with this view, | would like to bring vou up-
to-date on a aumber of specific items in the electric
business that build significant long-term value:
¢ The purchase of Cholla Unit 4 from Anzona Public
Service was completed on July 17, 1991 — in time for us
to sell power to that utility and heip meet their summer
peak demand. The purchase covered a coul-fired 350-
megawatt uni: and rekated common facilines for approxi-
mately $630 per kilowatt of proven, coal-fired capacity.

¢ We received bankruptey court approval in February
1962 of a proposed transaction to:

¢ Buy 243 megawarts of plant capacity and related fuel
supply from the bankrupt Colorado-Ute Electric
Assoctation’s share of the Craig and Havden coal-
fired plants;
* Sell 176 megawatts of power under a long-term power
contract to Public Service Company of Colorado; and,
¢ Enter a 30-megawatt seasonal power exchange agree-
ment with Tn-State Generation and Transmission
Couperative,
¢ We reacquired substantially all of the ownership nghts
w the Wyodak plant which will ensure its long-term,
low-costpower availabiliey,
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Clollectively, these major transactions add to our ability to
meet our load growth into the latter part of the decade
and ensure avarlability of continued low-cost coal and
generating plant capaciry. We expect 1 add to our ability
to meet our future load growth through the Demand Side
Resource program described in the body of the report

Pacific Telecom experienced & vear of extraordinary
change in 1991 — strengthening an already strong core
of business activities,

Beginning with the fate 1990 purchase of 2 local Wisconsin
telephone exchange company with 64,500 access lines,
Pacific Telecom is reemphasizing and building on its her-
itage as a local telephone company. This past summer we
purchased a small local telephone company in Minnesc.a,
adding another state to our service termtory and increasing
our presence in the Upper Midwest where other acquisi-
tion candidates are available,

Pacific Telecom continues to develop the business oppor-
tunities accompanying the 1.9 million potentiul customers
{or POPS) that make up our franchised cellular telephone
markets. This business should continue to increase its
contribution to PTT's bottom line in the near term.

The long distance marker in *'aska underwent another
change in 1991 with the introduction of intrastate market
competition. To date, Alascom has retained a very strong
R0 percent of otal calling volume,

Alaska's interstate long distance market also saw 4 new
development in 1991, In the fall. we reached agreement
with AT&T to sell Alascom’s interstate long distance
business for 3255 million and to sell two-thirds of our
capacity on the spur of the North Pacific fiber optic cable
connecting Alaska with Oregon for $75 million.

Assuming the transaction as contemplated receives neces-
sarv approvals, the 3253 million and the $75 million will be
paid to P'T'T over five years providing transition income and
cash for debt reduction and expansion of local exchange
properties. The transaction will also resolve long-standing
marketing and regulatory issues in Alaska,

P11 sold its celtutar operations in Santiago, Chile, result-
ing in an after-tax gain of $17 million again prosiding cash
for expanding local telephone operations. Although the
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We already operate one of the strongest utility systems
in the West and | beheve that the actions undertaken in
1991 and under way in 1992 will add to that strength.

We have continued to meet our PICE COMMITMEALS to our
customers set forth in the approval of the PacifiCorp/Utah
Power merger with our customers benefiting from annual-
ized price reductions totaling $206 milhon, We are new
delivering electrical energy to our customers throughout
our syseem at prices that are approumately the same as
those charged in the carly 1980s in nominal terms, and, in
inflation-adjusted terms, equal to those of the mid-1970s.
However, we must continuously improve the wav we oper-
ate the electric business. Even though we already run four
of the nation’s twelve lowest-cost coalfired generating
plants, we believe that the electnic business will become
more competitive and that we must strive to be among the
low=cost producers if we are to prosper.
Consistent with this view, I would like to bring you up-
to-date on a number of specific items in the electric
business that build significant long-term value:
¢ The purchase of Cholla Unit 4 from Anzona Pubhc
Service was completed on July 17, 1991 — i time for us
to sell power to that utility and help meet their summer
peak demand. The purchase covered a coalfired 330-
megawatt unit and related common facilities for approxi-
mately $630 per Kilowar of proven, coal-fired capacity,

¢ We received bankruptey count approval in February
1992 of 2 proposed transaction to:

¢ Buy 243 megawutts of plant capacity and related fue!
supply from the bankrupt Colorado-Ute Electric
Association’s share of the Craig and Havden coal-
red plants;

¢ Sell 176 megawatts of power undet 4 long-term power
contract to Public Service Company of Colorado:; and,

¢ Enter a 0-megawart scasonal power exchange agree-
ment with Tn-State Generation and Transmission
Cooperative.

¢ We reacquired substantially all of the ownership nghts
tw the Wyodak plan: which will ensure its long-term,
low-costpower availubility.
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Collecavely, these major transactions add to our ability to
meet our lead growth into the latter pait of the decade
and ensure availability of continued low-cost coal and
generating plant capacity. We expect to add to our ability
to meet our future load growth through the Demand Side
Resource progrm described in the body of the report.
Pacific Telecom experienced a vear of extraordinary
change in 1991 — strengthening an already strong core
of business activities.

Beginning with the late 1990 purchase of a local Wisconsin
telephone exchange company with 64,500 access lines,
Pacific Telecom is reemphasizing and building on its her-
itage as & Jocal telephone company. This past summer we
purchased a sma'l local telephone company tn Minnesota,
adding another state to our service termtory and increasing
our presence in the Upper Midwest where other acquisi-
tion candidates are available,

Pacific Telecom continues t develop the business appor-
tunities accompanryving the 1.9 million poiential customers
{or POPS) that make up our franchised cellular telephone
markets. This business should continue to increase its
contribution to PTT's bottom line in the near term.

The long distance market in Alaska undenwent another
change in 1991 with the inueduction of intrastate market
competition. To date, Alascom has retained a very strong
80 percent of total calling volume.

Alaska’s interstate long distance market also saw a new
development in 1991, In the fall, we reached agreement
with AT&T to sell Alascom’s interstate long distance
business for $255 million and to sell two-thirds of our
capacity on the spur of the North Pacific fiber optic cable
connecting Alaska with Oregon for $73 millior.
Assuming the transaction as contemplated receives neces-
sary approvals, the $255 million and the $75 million will be
paid to PT1 over five vears providing transition income and
cash for debe reduction and expansion of local exchange
properties. The transaction will also resolve long-standing
marketing and regulatory issues in Alaska

PT1 sold its cellular operations in Santiago, Chile, result-
ing in an after-tax gain of $17 million again providing cash
for expanding local telephone operations. Although the
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o Meeting Customers’ Needs; Producing Earnings
) 7 e g « s 4‘Gmwth: Can’ng for the Environment
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As measured by encrgy sales, PacifiCorp 15 the largest investor-ownee

clectne utithiey m-the Pacific Northwest. Some 1.3 mallion. retail cu

Power divisions for elecwcity and related encrgy services.
With 1901 carnmgs contabution-of $347 malhon, clectric ualiey apera-

nons represent 72 percent of PacifiCorp's carmings total. And with
-

pany faces the challenge of planming for customers” eacry needs, while

simultancously increasing camings and caring for the cnvironmént.

Broad-Based Resource Plan Guides Company’s Future

D i » :
Pacifi OIS investments in power fesources are gwded by a broad-

: » :
"% o hased “least cost” plan.The plan integrates taditional power wesourees,

geothermal, advanced natural _.ﬁ’.l\.-ﬁﬂ.‘d gencraton and conservation.
‘s dpproach: helps control costs and assure efficient, rehable energy
supplics for the furere,
U PacifiCorp ok several steps toward mplementing its plan. In
July, the company: bought an existing coul-fired generating unit(Cholla

Unit 4) aid tansmission right§ from Anzona Public Service Company,

tomers i seven states rely on' the company’s Pacific Power and Urah

. § \ ) ’
stcady customer growth continuag throughout its service arca, the com-

siich as coal-fired and hvdroclectne plants, with altematives like













\CIFICORP COMBINES SERVICE WITH RESPONSIBILIT)
[0 BRING POWER TOVALUED CUSTOMERS

PacifiCarp’s electric wnlity operations generate poscer @t cual-fired and hvdroelectric
plants and rely on a transmussion aned distribution weticort to serce retail and whole
ale customers //4""14‘,}/"1/1/ e /'vlr 17 \MH),. ¢l /\’u‘ &y Mosntain aid desert
d \uu/&‘u?n-_nn.u PacflCorp alsy offers refail castomers-a Cariely of sercices oneowr-

ALHEL nern) eMicieney

I',,/mm;» zl;/h wd ok efficrently and iconomcally halawany paier upply resouries
with customer demand. ubility -commussion practiees; vegogal econamic vonditions,
retention of mioncspal franchises; @eather Canations affectong cstomer wsave and
Ivdroelectric production; fuel costs; wholesale form_peicer marketng success; and thi

cost of delt and eguiry

»
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" Contralia Mine;Award -

- In 1991, PécifiCorp’s Centralia
mine i Washington State
received the prestigious
Director's Award from the
US. Department of the
interior Office of Surface
nizes the mine's dutstanding ~
actwevement-in a special area
of reclamation -* exemplary
reforestation. As the award
evidences, the company takes
its environmental commit-

Y ; ’

- o5 of the im Bridger plaat ang nsine in Rock Springs,

 t Wyoming. know this wefl, surpassing two million man-hours
witholit a lost-timg accideat in 1991

In addition to acquining Unit 4 of Arizona Public Service
 Comppy's coal-fired Cholla plant, PaciiCorp entered a 30-year
 With'APS_ Power is 5ok to APS during the summer months
 when that ity experiences its peak demand. The reseof the
" year, the unit’s output is available ;tuunn, ‘s pther
_ . wiolesale and retail customers. ; o
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Coal, Natural Gas and Precious Metals
are NERCO's Future )
p‘.}(-iﬁ‘( orp’s 82-perceat-okned mining and,resource dey clopme’sub-
»igl\ur\ ~NERCO -is a leading prmiuccf oflow-sulfur ¢oal and natorl
gu;. as well a8 a magor North Amencan gold producer.

Rg.ldnng $68 million 1 1991, NERCO' camimgs contribution repre-
sent 14 pereent of PacifiCorp's total carmings: As a comumodity producet
in a tme of tlcprc“ﬁd prices; \l’.‘_R( s primary focus continues to be

mcreasing sales and lowermg costs.

1991 Was a Tough Year; 1992 to be Tougher

&>

o4 stiategy 1o expand its natutdl gas production businiess, NERCO
hought $500 million of offshote Culficoust properaes in Apak 1991
The propertics significanty increased the mmp;uf\'\ @iy resenes and
producaon capacity, and dffer long-term exploration and de clopment
potential. Howevet, since the |H.Hdl'.l‘\c. nagurdl gas spo prices fell dra- - - *
matically from 19%) ic\‘cl\. '*d.\r_'c:hcl\" affecung cammngs, Mthough 1991

carnings excecded those of 1990, the sale of a gas sipply contract with

a Louisiana ¢lectric utiliey-and the sctlement of n dispuged coal con--

wract added $37 milhon o NE RCO's 1991 carnings contribition. S

NERCO reduced its acquisition-related debe by apphying fands from .

this sale and funds received in conncetion with: transfermng two coal

subsidiatics 1 PacifiCarp’s chectne utility apérations.
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1992, NERCO expects to recognize @ non-cash impair-
ment expense on its ol and gas properties in the first
quaner of 1992 The wnount of the writedown will be
based on NERCO'S evaluation of its ol and gas proper-
ties ar current prices, However, based on early-March
192 gas prices and other information currently avail:
able, the aftertan writedown would range between
$150 million and $175 million,

NERCO i conunuing to evaluate the carrying value
of all its propertics in light of related economic fac-
tors, including prices received for its commodities,
capital espenditure plans and potential asset disposi-
tions. NERCO's commaodities prices have generally
declined over recent vears. Should this trend contin-
ue, foture wntedowns may result, NERCO and
PacifiCorp are examining a full range of options to

address these ssues.

NERCO's 1991 Coal Sales

chign customers are also coming to appreciate the
desirable charactenisties of NERCO's Powder River
Basin coal. In 1991, testing quantities of coal were
shipped to Carboex, a Spanish utility fuel buver, and
Chugoku Electiic Pawer of Japan.

As the Jow-sulfur coal market is extremely competi-
tve, controlling and reducing costs 1s as important 1o
NERCO's long-term profitabilicy as is controlling over
K00 millicn tons of reserves, Shallow, economically-
accessible voal seams, characteristic of Wyoming and
Montana’s Powder River Basin, are a principal reason
NERCO s a low-cost producer. By exploiting its
inherent geologic advantage and focusing on costs and
productiviey, NERCO expects to remain in the com-
petitive forefront for vears to come.

NERCO 0il &€ Gas: Positioned
to Perform in the Future

Largcly through acquisition, over the last six years

i e R e

Total 36 Million Tons NERCO e‘x].wandcd i‘ts equivlent naltu‘ral o SR ‘i

from 13 billion cubic feet to 715 hillion cubic feet. :
NERCO enters 1992 as o leading producer of high-  Production has grown equally dramatically. |
quality, low-sulfur coal - a key campetitive advantage Why did NERCO choose natural gas? The dectsion’s I
as many coal users face the need to reduce sulfur  underlying premise is vahid and straight forward: natu- ;
dioxide emissions. These advantages were apparent  ral gas should expenience increasing demand and price |
in NERCO'S 1991 sales of some 36 million tons. over time as it is @ cean, environmentally acceptable !

Most of NERCO's coul customers are electric utili
ties with about 73 percent of sales made under long-
term contracts. Additionally, the strct new standards
of the federal Clean Air Act Amendments of 1990 o e
stimulating demand for low-sulfur coal. As & result,
NERCO 1 directing its domestic marketing efforts to
those customers considering switching to low-sulfur
coal or blending cleaner coal with existing supplies.

fuel, priced less per BTV than oil

Prior to the April 1991 aequuisition, NERCO was
able to do only limited offshore exploration; the com-
pany instead focused its growth solely on property
acquisition and development. With the acquisition,
NERCO can now actively explore its vast new prop-
erties and hopes to replace reserves depleted through
production with new reserves discovered through
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Offshore Oil & Gas

Production Platform

Gold Productior

cripple Creek Mine
Makes First Pour
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Expanding Local Phone Business : j

the Top- Growth Priority g &

’ K ».
-’ o

4 N
“ ith an carnings contribution of $69 milhion in 1991, Pacfic {clecom,

an B7-pervent-owned subsidian, represented 14 pereent of PacifiCoirp'’s
" -

total camings. Pacific Felecom s one of the naton’s kargest nonBell

telecommunications: conapanics, with thousands of customers i rural
-

and suburban arcas of 11 states relvng on T Communications. A

vast majority Of phon¢ asers i ALaska count onuAlascom to.meet long

-

distance calling needs. Aad strung growth in the ccllular phose ¢

service market Yontimees - suggesting thegatenmal for ccHular et
alsid (S : & :
bocome an important business &

) "
}‘:\p.mdmg local telephone exchange opetations 15 Pacific Teletom's
top strategic prionty: With ooty dating to the carly 1950%, Pacific
Telecom's local exchange operations provide stability and potential
tor growth.

g - L ]
lud.l\. Pacific Telecom's local telephone exchange aperations, known

B3

5 ¢ * > -
to customers as 11 Commumicanions, serve over 357,000 access Twes
? -
in three major markets ~ Alaska, the West and Upper Midwest. And,
the management of P11 Commumcations behieves that serving-tis

tomers 15 both a privilege and responsibiliey.
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Expanding Local Phone Business
the Top Growth Priority

\\irh an camings contrtbution of $69 mullion i 1991, Paaific Telecom, -

an 87-percent-owned subsidiary, repre \uuul 14 pumy of PacfiCorp's

Jtotl carnings. Pacific Telecom 15 one of the nation’s 13"\’\! nonBell

telecommunicatians companies, with thousands'of customers i rurdl

and uburban areas of 11 stites relving onf I'T1 Commumications, A

yast majority of phone useps in Maska count on Alascom to meet logg
A

5 N !
thistance callin® nceds, And strong growth in the ccllular phone
L " ) ; .
service market continues = suggestng the potental for cellular
-, \
become an important business ’
h\p;uuhng local-telephone exchange operations s Pacific Telecom'’s
: : 4 :
top strategre prionity: With: toots dating to the carly 19505, Pacific
W A (Rl o
Telecom's local exchange: operations. provide stability and potential

tor growth.

)

1 :n!.l\.]';nx'ii'nx 'lk‘k'(:u;fl:q‘,\ local téleplione exchange operations, known
20 CUSLOmETS as "1 Communications, serve ovr 337,000 A(('L‘\‘\C\
in thice major markets ~ Alaska, the West and Upper Midwest. Andg
the management of PTT Communications believes that serving cus

tomers i both a privilege and responsibiliey.
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Common shareholders of
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19) COMPARED 10 1990

¢ Electoe Operations” catnings contnbution fose $12 million or
A% privvanly duc to inereased energy sales, higher prices Tos
energy sold to other utilities and reduced kisses from equity
mvestmerits in cogencration projects. Offsetting these guns
were tieroused INtErest expense, Icome (s expense and pre-
ferred dividend requirements and decreased wnrerest cipitalieed.
¢ Mining wnit Resource Development's contribution increased
3 million or 45 prmartly due 10 the sale of 4 lngoterm gas
supply agreement and the settlement of o coal contraor dispute,
offser i part by the effects of symificant price dockines for gas
and precious metals and increased operating and intetest
expense selated to the scquisition of gas propetics

¢ Telecommunications’ contrbutian dectined $3 million ar
4% primanly due w8 decling in sales of cable capaciey and val-
uation adjistments assoctated with sn nternational weleeos.

Lo W

mumications subsidiary, offset in part by the August 1990
scquisition of Norch-West Telecommumcations, Ine. (*North-
West™ ), o medium-szed Midwest loci! telephone company.

& Fynancial Services' contribution declined $1 million or 9%
primarily due to lower average finance assets, increased assets
on nonaccrual status and depressed results in its compuiter leas-
i business.

¢ Corpanne s negatve comtribution improved by $17 milhon
primanily due to decreased nperasing loses resulting from sales
of foncure businesses and increased consolidated tax benefits.
& The average number of common shares outstanding rose 6%
(e o issumnees 1o the public in March and Devember 1941,
issuances for the dwidend reinvestment and emplovee stock
ownetship plaris and the effect in the prior vear of shires held

bt ¢ in noussitions,
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In November (9, Pacifie Telecom annaunced the cancelly-
fion of sn agregment, signed in January 9], to sell it intetse
tional relecommunications subsichary. Pactfic Teleoun i oval:
uating ity uptions selated o this subsidiary and contitives to
teoord this investment, $153 million, as sssots held for sale

Pacific Telocom o seeking to expand it boce exchange opery-
tiishs wndd ceblular ineerests thiough seguisitions. A comdbination
of internally genetaed cash and external dobe would be used
o fund these acquisitions, Equity issuunces by Pacihe
Televom may be conssdered if  lrge sequisitnn accured

Janacia sewvice s

PFS" investments at December 31, 1995 dechined $133 million
from the prior vear due 10 9 reduttion in tew bukiness sty
from computer leasing and an merease in off-lease equipment
feclaified to other wsets primanty a8 a result of airoraft epos-
sesions, The inorease h nomacetu! finance dssets is partially
reflective of the nationsl seanomie decling, most notably in the
avaation mdustey. PES i fopuaing ity s0uvitses on tansactions
complementary to PaafiCorp's cure businesses

Rnves cuaxees ar stnsiiaies

In April 1991, Moody's nvestors Service (“Muody ") downgrad:
ed the gy for serior debt of laner PacifiCarp, NERCO and
PES from Baa? w Baad for long-term debt and from P2 1o P3 e
short-term debr In March 1997, Sandard & Poor's Comporaton
(S downgraded the senior debt ratings of lnner PacifiCorp,
NERCO and PFS from BHB 0 BBB- for long-term debe and
from A2 e A3 fuor short-enn debe SEP abso downgraded Pacific
Telecom's ranngs for ong-term dehi from A- o BBRs. In addi-
non, Moudy's and S&P cach pliced NERCO's debt ratings
wider review fur possible further downgrade. Nelthor Moody's
nor SKP changed it raengs for PacifiCom.

PaciuiCorp beleves that these changes in ratings have adverse-
Iy affeeted the availabiliny and cost of debt for these sub-
sidianes w0 virving dogrees. While the subsidiaries continue 10
have acvess to the short and fong-term dobe markets, (ntorest
wosts wre expeeted o inciease and any further downgradings
coild tostriet their acess (0 the markets.

The Companies hase inthuted actions to consohidate opena-
tans, divest andeiporforming assets and control speranng
costs, The recent nitings changes necesitate & o Ve
roview of the strategic objectives and capital structure of Inaer
PacifiCorp and ity subsiciaries. In addition, the Cospanies will
continue to review the carrving valise of their properties in ight
of relevant counamic factors (fncluding the prices received for
commoditics ), capiaal expenditure plans and potential asset

dispositions. f canditions watrant, rebted impaitment expense

(JperaniNG activiries

Net cash provided by oporsting activiies hias been PacifiConp's
prvoary “satee of liguidity. The iorcase in cash provided by
aperating setvives of $144 million or 13% in 1991 was priman-
I due 16 3 8114 million payment from Sacramento Mumcipsl
Unikities Distriet for the sale of power entithements in 1987
Diring 1991, 1990 and 1989, cash fram aperating acovities less
diuidends paid prvided for 955, 101% and 127% of consruc
tion expenditures, respectively. The reduced construction cov-
erage levels are o result of ineresed construction expenditures
of $152 milhon, an mcrease of diwidends paid per comemon
share to 375 conts frote 36 cents and an increase of ¥ million
common shates nutstanding. The reduction of $48 mallion in
dccounts pavable and soctied linhilities and & comresponding

$21 mulbion reduction in Pacific Telecom's mventory we poe |

marily telated 10 the North Pacific Cable tansactions,
Dieptectation and amortizanion ncreased $49 million primatily
due to the growth in NERCO's oil and gas operations.

[yvestive actmvinies

Net cash used in investing scaivities in 1991 of $1.7 billion was
fargely attributable w construction expenditures of $912 mil-
lon and assets acquired of $795 million. Assets scquited
included NERCO's acquisition of oil and gas ussets and the
Cumnpans’s acquistion of & coal-fired generating plant in
Acizona and purchase of eyuity interests in the Wyodik coul-
fired genenating plant.

[ ox.ery oesr

The Companies” long-term debr, excluding Financial Servives,
increwsed 3644 million during 1991, consisting primarily of
wsiances of medium-term notes, commercial paper and boy-
rowings under credit agrecments. The Company's debt rose
3315 milhon. Proceeds were used to retire shortterm debe, t

acuare Cholls Uit 4 and o purchase squity interests it the |

Wyodak plant. The Gompany's share of the Wyoduk debe.
which had been recorded as a capital Jease abligatien, was
retired with the ssuance of secured medivmeterm notes.
NERCO's deby increased $220 miflion 16 fund the acquisition
of il und gay properties, partially offset by & cupital contribu-
tion of $176 milkon from Inner PacifiCorp, S68 million from
the sale of 4 gas supply contract and $28 muilion from eoal con-
tract setiicnents, Pactfic Telecom's debt incicased $47 million
to fund puyments on the North Pacific Cible und o replace-
ment satellng, Financial Semvices longterm debt degrcaved
121 mithen, reflecting decreased investments i finance
receivibles ind increased shortserm debr of 864 million,
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dinget pass-throngh of costs, These Jingterm contract provi-
sians help mitigate some of the effects of inceasng vosts.
Prices for preciotis metals, il and gas iy Ductiate dromaticul
Iy over shon penods of time due 16 the tae of inflaton end
other factun not sulsect 1 control by NERCO.

Accorstxe ror ivcore 1aves

The Company has not yot adopred the Statement of Fingnoial
Aceounting Stundards ("VAS") 109, “Accounting for Ingome
Tanes," which was sued in February 1992 and supensedes
FAS 9. The sutement tequires companies to use the fability
tiethod 1o refleet the s effect of differences between taaable
income and pretan fhancil income and W adjust deferred 1y
ligbilivies or assets for changes th tax rates 0ty e 2 o0
law 1 enacred. Die to the primanly regalared nature of the
Company’s bisinesses, adoption of this stsrement s nor
expested w hive o materal effect on its results of operations,
The Compuny's unrecorded deferred i liahilitios and corre-
sponding future teceivables from costomens will be reconded
upost atlaption of thes statement. The Companies are consider-
ing cwrly adoption of this statement, which s reguired w0 be
adopeed no hiver than 1993,

Postrermevent sexeerrs
OTHER THAN PENSIONS

The Finuncial Accounung Standards Board has isued FAS 16,
“Emplovers’ Accounting for Posretirement Benelies Other
Than Pensions.” This statement will require acerual of postre-
tiremient benefits. such as health care benefits, dunng the vears
an emplovee provides senvices. Effective for emplovees retinng
after December 31, 1994, the Companies have sevised their
retitee henefic programs. The revisions nclude limiting the
amount of subsidy provided for medical benefies, himviting the
amount of subsidized life insurance benefits and changing the
way the medhcal plans integrase with medicare for all retied
employees. Based upon the most secent actuarial studies, ot is
estimated the Companics have a trnsition obligarion labilrs of
$240 million. This statement sllows for cither immediate recog-
aution of this pransition obligation hability or wmorization of that
hahitiry over s penod of up to 20 vears. The Company may seck
regulatory approval o defor the difference botween net period-
¥ cost and costs mcurred, for futire collecton from raiepavers
The Company has not decided which oprions it will use for
recognition of the hubility. The Comspagies sre considening

ety adaption of ths stement, which s required to he adopt-
€d o fater than 1993,

Jovvmonventas isses

PacifiCorp 15 committed 1 preserving the natural environment
and resources whesever the Campanies operate 1o assure the
Jorgetetm health and economic vitality of the areas where they
condct business. Coneern for the enviconment i & magor force
shaping the Company's strategse goals and an integral part of
the least-ost plantming analvsis,

During 191, the Environmental Protection Agency (the
“EPAHand the states began the process of implementing the
newly amended Clean Air Act ithe “Act™). Through the onge-
ing tulemaking process, the EPA will issue regulutions 1o
inplement the Act's o tain provisions; approve and oversee
A prrogeam of state-administered operating permits; establish
nattonal emssions allowance trading svsteny, and requie meni-
wring of plant etnissiony

The Company's generating plants burn Tow-sulphur cogl.
Magor constriction expenditures have already been made
many phings 1 redisce sulphur dioxide enissions, but some
addivonal expendimites may be hecessary. The plant most
aftecred by the Act is the Conttalia plant in Washington, The
Company 15 studying how so bring this plant info compliance
in 3 cost-effecuse manner by the required January 1, 2000
complance deadbne. Smee the Act does not mandate the use
of o particular emission reduction technology, the Company
will have the flexihiliey 10 select from several possible compli-
AnCe strategies,

The greenhouse effect i believed w acour when certain trace
gases in the stmosphere taap radiant heat. Leading soentists
and climatotogists are currently debating whether the buildup
of these gases causes warming of the carth’s climate; however,
no consenstis has vet been reached. Regardless of the autcome
of the debate, the Company expects w search for costeffective
wvs of affserting Hiture carbon dioxide emissions.

seversl Suporfund sites have been identified where the
Companics have been of may be designated as potentially
responsible parties. In such cuses, the Companies review the
cireumstances and, where possibile, negotiate with other
poteatially responsible parties to provide funds for clean-up
andl, if necessary, monitoring actvities, Tn addition, insurance
resources are reviewed and investigated, Costs associated with
the disposition of these mstten are not expected tu be material
10 PacifiCorp's consolidated results of apertions.
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SJLLAONS OFF P L AR / FORCTHE YEAK

yaw
1991 o PO Companind
Pescemagr Rotuige!
SR ... MOV . NN ... S .. N .. 10 . Gprs S
REVENUES
Resdential Stk Sedhh  Se6d  SES10) R6374 0 Sl 19 1%
Conmgreral 874 590 ] ) 5265 5234 5080 : -
Industnial 6749 673K 6706 670.2 il 6354 - 1
_Other ' Ml M3 w2 2.6 453 a3 - (%)
Genewlses  AMA3 IM37  1MIZS 104 I8S21 1MIAG 1 I
Sales for resale - firm ’M 7 AnY 1903 130K 1056 1377 6 14
 Sules far resale - nonfirm S0 R4 D 814 w89 _bhoi (4 (2)
S -_'ulegp r!’_I'C' utilies 346 2883 26493 262 M5 07 13 10
Other T I U T 14 |
TOTAL ISR 20MS 20987 2146 MTRK 2088 % 2
EXPENSES
Dieprecianon and smortization 2560 2354 278 2314 204 2128 4 -
Opergtivns, manteninee and
Cahe LM LMD LI9 LK Lee  dies ) -
TOTAL o LAGB 1435 1407 14148 13270 13%6 P A
INCOME FROMOPERATIONS 7610 7450 7580 784 7518 66l 5 4
NETINCOME 73 356.1 3508 7 Mk 56 § 7
PREFERRED DIVIDEND
CREQUIREMENT 267 29 N2 N7 W6 Mb 2 m
L\R\l\(n\( ON'] RIB\ II()\“‘ $ Mo S M2 O S346  SMe0 0 S 20§24 4 4
[dentfiable assets SI68  $7027 SHT 3648 S 6dR0 $ 6K 4 .
Caprtal spending (O S LU T T S S 73 b
Number of emplovecs G330 Ronathr KR4} w092 437 4861 5 ()
OPERATING EXPENSES
Fuel § 441 $ 4035 § 3074 §4121 $ IR S 303 § 3
Fuel adjustment & w- §oo= ¥ Boe R BT - -
Power putchased R1764  $0496 $1333  § Bl 0§ M5 § 813 18 16
Other apetations $2497 §$395  $2711 0 957 S MI5 83l (4 (1
Maintenance $ 66§ 1312 $ 1587 $ 1680 S 1388  § 1324 3 {1
Adrministrative and gencril $ 1191 $1308  $1337  §1367  §ISHE 8 1555 {15) {5
Depreciation und amortizanen  $ 2360 $2354 A 21F S04 § 2004 % 212K 9 4
Tuxes other than income taxes  $ %9 §1008 - 8 97§ 928 S22 § 95 4 1
Income taxes = utiliy SR8 £1687 SR S I844 § 2239 819K 7 b3
Income taxes - athet $ % £ M %5 9 §F 9 § E&D  §4292 18 2
INTEREST CAPITALIZED
AFUDC = equiry § 79 8 B4 § 108§ 72 0§ 92 § 1% o (15
AFUDC - debn $o10 F N0 § 1223 40 & 09 482 o U2
ENERGY SALES Miffions af bat)
Residential 1,34 10,9%) 10,763 10,491 10,100 10,104 3 2
Commeroial Gdit g1 £ 803 8,606 LR 8024 3 3
Industral 19,422 19,507 18878 18,085 1674 154% ) 5
Orher Bl Hol) 750 7l 723 676 - -
General sales 40.7%4 jﬂ,.:ﬂﬁ 3419 37.953 358 M0 | 4
Sales for resafe - firm MY 6147 A 4,331 3450 4514 20 10
Sales for resale - nonfm 2546 i 11N 4,064 4683 1663 {1 (4)
Solswatheruilites 1029 940 K39 &7 818 K77 4 5
TOTAL 51.079 45758 47758 44,350 #4017 42477 3 4

15} Do ot reflot ehimmation of imtedest o auereompainy hotrowmg smagemenss and inclisdes momme tas of o sSpamie-comipany bivs

(1) The drantsler of the Jim Brger and Glearmch operatioas frum Mintng i Kesounve Oecelopsmans on December 351991 and the puirchase oy conilieg
ierest i the Clentulis ming in Juby 199 sded 361 emplovees and 755 eoploves in P99 andd PR respaectively
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MILLIONS OF TKLLARS | FUR THE \EAR

SYew

HOL b 1 Crampenend
Peneniage Annigi

Bt ow ' T . __'_i‘i“,,,..lﬁ_,_._ 19RX 19%7 1986 Competisott  Giowh
REVENUES
Coalonaffiliated customen $ Hs $ 4182 $ 5507 § s 330k § 4235 Ko I8
Coalaffiliated costomers B4 £33 B3 840 431 Ry.7 (3 2)
O ond gas N7 2148 1511 G 141 45 W 3
Precious metals and uther U1 4 1114 147 1024 1333 ) (18} 3
JJOTAL o 614 §27.7 I b6 & 6123 5847 11 9
EXPENSES
Depretiation, deplotion and
amortization 1945 37,0 987 775 5446 419 42 3
Opertions, maintenance
and udher 540.7 a2 4774 4351 437.) 4211 3 b
TOTAL 735.2 fibd).2 §76b 5126 5167 4630 1] 10
INCOME FROMOPERATIONS 1844 1675 (842 14992 1206 1317 01
NET INCOME LA N | K01 681 fh s 1 873 4 8
Minoriy interest and othes 154 5.1 49 h7 39 53 2 0
Stock sale guin - 0 e - B8 - - - - -
FARNINGSCONTRIBUTION®  $ 677  § 630 8§ 40 % 308 § 542 & 3240 4 5
- S e
Identifiable psets 1% S15% S22 SL072 8 &6 § 7 kL 2
Capital spending $ 6% % 43 S $ MR O 1% § R 12 53
Numiber of eriplovees L2 2206 2,260 2370 224 LM (22) 4)
COAL #Tomy)
Proven and probable reserves
{ Midbans MM s 7 1,000 1001 1023 (21 3)
Sutd/Produced { Thawsandi 28,142 21Y6 M3 23767 J4R57 23,168 1 4
Seld/Prrchased for resale '
{ Dhousands) 7850 K126 7408 PART AR 6,157 A 5
Average siles price per ton $1431 P25 S1W S MM SS9 S W - B
GAS i Milfions of ewbuc trti
Proven feserves o6 MG 425471 321251 3m637 SRS BEI9 43 133
Soid Mroduced AN 69230 817 738 4538 1327 50 139
Purchiasedd for resale 15214 13,924 13480 12473 - - 9 \
Average sales price per mef $§ 150 318 F i 1% 3 % 1n {16) (2
GO Phosvmids of sunves)
Proven and pratable reserves 2606 1,786 |4y LAl 1402 950 #h 2
Amgints mined 180 181 in 143 146 L {1 18
Sold 186 I8 1w t 133 L1 i 11
Averagesdles price perounce § 410 8 422§ 400 3 45 0§ 44X § A% {3 2
SH.NER (Thousands of aunces)
Proven and probable resenves 2410 B2 M7 48875 289 43,10 D
Amekints mined 1436 6258 6,266 4 800 008 4117 (45) ]
Soidl 3303 PR i, 1K) 018 908 3.2% (32) 8
Averggesales piceperounce $ 400§ 452§ 5§ 692 % 6% § 600 g ___an
* Nota meanqugial nimbet : ‘

it Do it reflet glmimatin of IDEmnest o M om iy Dirriwing Smngements s nchides imosme Laes o 4 wmmie <onguny hess.

) O Deeermber 31, 1991 561 emplovees of the Jim Rodgor and Gienrock st munes and 174 miflion toes of proves and probable tescmves were

anmsfened th Rleous Operations.

FACTORS INFLUENCING FARNINGS

NERCO is a natural revource company with interests in voal
muning, oil and gas productig and explaration and girecious
metdls mining and exploration, Prices for these cnmmodiries
are evchial and flactuate on the domestic and world markets.

Low 1991 satural gas and silver prices significantly affested

NERCO's 1991 operating results. ‘vhe sharp dechoe in natural
s prices continued into 1992; a5 a result NERCO expects o
post 2 net loss n the finst guanet of 1992 and expects o take a
write-own on cemtain properties. See page 28,
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_ MLLIONS O LOLLARS " FOR FHIE YEAR

/ New
g 1991 10 1090 € campunsend
' |9l 1) 1989 s %7 1M s (e
REVENTER
K Lawal network service § nd $ 817 $ 554 $ Ml $ 480 § 42 19% K%
‘ ' Netwirk access service KL |8 X 170.0 141§ 1558 1650 i2 §
K Long distunce netwark service 4K 2144 PRTE an e 2355 14 {
A Private line service fh 0 # | 553 1.3 .2 fil | 10 2
Sales of catile capacity LY M2 - - - - 63) s
Other 1M & K7 622 8.3 513 4l 30 %
LIUTAL 1244 829 5107 Al)i) §27.2 549.3 b h
EXPENSESY
Daepreciation and umartizstion 1173 LR K5 91t b 890 15 6
- AR Operations, mainteadance
_andethet WIS AR WS4 M9 Mse  m3 8 7
ELGLUMMM(:AMNS _TOTAL S8 w7 a5 RE....." SR, | [, I
‘ CMHLIONS G EUALAR INCOME FROM OPERATIONS 1594 154.2 1338 116,58 1310 1390 4 3
It W) | st o e e NET INCOME 5L .2 735 584 M 4.2 (1 13
Minotty interest. allocated
' Laorporate uiterest charges
T _a'r'l(!_[g'_‘rlm B s . !Kl_ 107 A_h.’_ Nﬁ-_ . 10,3 (3%) __}_
hﬁk}l}_f;ﬁ_(Z!'_JE_I’!}IB!__’I’](»_)\*_ § W3 $12 $ LIk $ 502 $ 5K $ 139 4) 15
Identifiable assets $ 1674 $1,703 $1.1%2 $1.206 $1,128 $1.171 (2) 7
A Capital spending § 2% § 470 180 2170 § % § 156 {30) Vi
Number of eonplovees 3821 4161 3401 4215 3626 1749 (%) -
P Ay 1 Telephone access lines 1 M hassands) 387 M0 233 240 230 25 § 10
Long lines onginating conversation
srntites {Multions) (L. 350 472 453 413 4 7
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* Neot o meaninghul mumbes

(03 Coortain revenus and sxpenise dmounts Iehinng to devess Changes have teeh techissified, These meekassifications head no effect on provioushe ieponed et iome.
by Dves s refloc elimttiagion of wreress on iterompans homwing erangements and inchitkes income tines o, 4 sepanite somgany bisis

@ Revenues FACTORS INFLUENCING EARNINGS 1991 COMPARED TO 19%
: m':;“(f“(“":::m Pactfic Telecom provides voiee, data, video and other services  Revewues incrvased 3492 milivon or 6%

through long lines and local exchange operstions. Pacific
Tedecom operates, maintains and sells capacity on the Nonth
Pacific Cable. Priving fur services is both rate regulated and
market doven, Long-tetm profitabiliey in franchised service
territones i influenced by technology, efficiency of opetations
and vost of capital. Pacific Telecom's revenues tor 1991 wer
derived % from kg lines, 41% from focal exchange compe-
nies, 6% from cable and hackhaul _apeary sales and related
ible services und 1% from cellulat operations. Lang distance
nerwork service reveniies will be affected in future yeers a8
result of the agreement to tansfer inerstate and intermatonal
message ll and wide atca teleph ne services o AT&T Sec
page 28 for additional information

¢ Local neework service revenues inergased $11 million or 197
due o e acquisition of North-West in August 1990, which
added 64,500 secess lines and $8 million in revenues, and the
eftecrof o 3% increase 1 access hines in arews already served.

* Network ecess service revenues, which are chatges to com-
maon carriess for scoess to kocal exchange compamies’ networks,
increased $23 million ot 12%. Vhe Nonh-Wese scquisinen
added $17 milhon, The remainder was related *o increases in
aperating expenses used i Sertng wress fais - '

¢ Long distunce network sorvice revenues increased $30 mil-
Tt o 14% primarily due 1o higher out<of-period revenue adjust-
mignts, rate base groweh and the revemue effeas of increased
expenses, partially offset by the effects of competinon and
mtrastate fate deerenses in Alaska of $11 nwilbion and $6 million,
anually, m July 199 and Mach 19900, respecavely,



& Sales of cable capacity o the North Pacific Cable decreased
$52 million. Approximatels 41% of cable capaciry had been
sold w nonaffil-ated entities at December 31, 1991, 31% in
1990 andd 109 i 1991

¢ Other revenues ncreased $24 mithon or 30% due to the
acquisition of North-West, revenues trom transportabie garth
stations and other services provided in Saudh Argbia and main-
tenunee services on the North Pacific Clable

Uperatny expenses iwereusnd §36 million or 7%

¢ The North-West acquisition added 326 million of expense
openations and maimtenance, $10 million; administratve and
general, %6 million: depreciation and amortzanon, 85 million
and taxes nther than income taxes, $2 million

& Operations expense decreased $37 million s more cable
capacity was sold in 1990, The decreuse was offset in pare by
increased sales of hackhavl capaciy i 1991

¢ Operations and mamntenance expenses increased an addi-
tromal $37 milbon pamarnily dug to gocess bine groweh, leasing
of tunsponders on an mtenm sarellite, serviees and equipment
provided in Saudi Arabia, maintenance of the Noith Pacific
Cable, nereased cellular manrenance and customer operitions
expense resulting from incressed celiufar aperations and
mereased advertising expense. The imcreases were offset in
part by deereases related w completion of the service hife of
the pnot satelhte and lower telemetny, tacking and control ser-
vices for the new satellte

¢ Deprecution and amortization expense moreased an adidic
tional $7 mullion as @ resule of increased depreciable property
resuiting from the Alaska Spur and cellular operations

Farumgs contrsbution decrvased 53 mullion or 4%
¢ Income from operations inereised $5 miltion or 4%

¢ Interest expense ncreased 37 mithon oe 13% primanily due
to debt incurred (o fund the acquisition of Noreh-West and
expenditures for constenction and cable inventory, offser in
part by lower average interest rates wi 199]

¢ Ocher income increased $10 million due to pretax gains
from sales of communications subsidiaties and cellubir interesns
of $28 milhos i 1991 compared to $18 million in 1990

& Other expense inereased $29 million prmanly due 1o $20
million from valuation adiustments relating o international
apetations and other noncore myestments.,

¢ Income taxes decreased $15 million or 38% due to the favoe-
able resoluton of @ audit Ssues and lower taxable mcome

199 COMPARED T0) 1989
Revenyzs ierecsed 3105 midlion or 18%

& Loca! nerwork service revenues increased 32 million or 4%
due to 36 milhon of rovenise added by the North-West aequisi-

tion and mternal dccess line growth of 7%, offser in part by
lower reveniies caused by d.¢ sale of 8 Gulf Coast satellite-
bused celiuler telephone subsidiary

¢ Network sccess service revenues increased 817 million of
H%. An increase of 39 milhon resulted from the scquisinon of
North-West and the reme Gder was related to increased operat-
INg EXPENSes used In et /g INTCISLAte BOUess raes,

¢ |.ong distance nerwork service revenues decreased $17 mil-
hon or 8% primarily due 1o lower out-ofsperiod revenue adjust-
ments for long hines in 1990 and the effects of Alaska intrastate
rate decreases V9 and 1989

¢ Sales to nonatfibutes of 31% of the total capacity on the
North Pacific Cable mereased revenues $53 milhon.

¢ Other revenugs. increased $19 million or 30% mainly due w
the Narth-West s cquisition and increased billing and collection
and teiephone d rectory revenues

Operating expens:: mervased 585 millon or 19%

¢ Openatons expense increased $72 million or 42% primanly
due to the 353 millon cost of cable capacity sold and expenses
of North-West's printing and publishing operations. Operating
expense abso rose due 1o increuses in advertising expenses for
tong lines and focal exchange aocess line growth

& Adnmunistrative and general increased $5 mithon-or 8% due
1o costy related 1o the development of custumer suppart and
ifhiig software and the acquisiuon of North-West, offset in
part by the sale of a Gulf Coast subsidiary

* Deprecavon and amartization increased 33 million or 4%
due 1o the acyuisition of North-West and @ long hines deprecia-
gon nird increase, offset in pan by the sale of a subsidiary

Earmrgs contribution mereased $9 mllion or 15%

* Income from opetanions increased $20 million or 15%.

¢ Interest expense increased $14 mithon or 43% primarily due
to aduditional debt meurred o fund the purchase of PacifiCarp
srock by Tnner PacifiCorp for the acquisinion of North-West

¢ Interest capialized rose $5 million due to increased con-

straction and inventory work-in-progress related to the North
Pacrfic Cable and long hines replacement satellice.

# Minority interest increased 37 million pomanty due to
wcome from the North Pactfic Cable project.

¢ Losses from equity and ather investments decreased $3 mil-
hon due to the sale in 1989 of substantally alt noneore sub-
sidtanes w Inner PacifiCorp

& Orher income increased $8 million due to a pretax gain fram
the sake of a communications subsidiary, offset in part by inter-
national operahons losses,

¢ Income taxes increased $8 million primaniy due w the sale
of o communiczaons subsidary in early 1990,
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ME lumm EEHLARS S FOR THE YEAR

e b At - g, el

Yo
197 1w 19K Con
U . N | NS SO | BN L. SR | S
REVENUES
Net figancing P13 S0 8230 $2M6 158 $ 617 28% 6%
Oier [ . D | L S, . 154 42 3 3 '
FOTAL 1921 2265 2836 2250 1300 619 (15 2
_loerestand debtexpense A2 1I1S 1583 4183 M6 Ml (18) a
NET 1004 1130 98.3 197 714 21K (12 »
Depreceation and amartizton K 56 59 49 21 ) 43 i
herexpenses W2 M6 B Tw 47 20 W__.M
INCOME (LOSS) FROM
OPERATIONS Wy nBE WA 38 e K1 (15) ¥
NE l l\( U\!h 124 82 16K 8. AN 17 (32) 10
Allocated Corporate interest
charges, preferred dwidends
__andother 55 e 127 il 114 36 (481 G
i"ﬁ{\b(hfil\lmﬂl ”()N“' § 0b $ 74 $ 41 S o144 $ 97 $ 41 (9} 11
Identfiable ussets $L68S  SEIM $2M6 S22 0 $1AT $ 877 (2} £
Number of employees H5G (73 570 6 3495 7 (3 9
ASSETS
Aviation finance $ a9 $ 4 § 410 42 b A 3165 14 2
Compures leasing $ 3 S M9 % R -8 4§ MS 1M (M &
Orther financial services $ 3§ 42§ 87§ a0l § AR Ry (21 (i
Real estite $ A7 S S5 % B8R $ = 63 »
L nits sold o ligunclated $ - % $ 622 § 48l $ 4w § 28 - »
Manu{murmg $ X 5 § - 8 - 5 - L 20 .

* Not g meatinghul nximber

{ar Do ot eflont chmmation of ierest on interoompuoy Demwirg IITIEeIeRts and e xes o § sepaauw-cnmpany hasik
PFS s compenoned for cemmm g bonefits megurdless of when the Comparsy can stedide these bopefiny,

FACTORS INFLUENCING EARNINGS

PIS' eurningy are aftected by business eyeles of the aviation,
computer and real estite industries, These oveles wffect cus-
mer credic guutity and the alrinute anount realized on lesse
residuals. Other significant factors include interest rates, tux
bawy and cost of capital. PFS participares in numersus tax
advantiged transactons and is reombunsed by Inner PacifiCorp
for the net tax bengfits

Regalatory proceedings and the vncertun finanetal condition
of the cistomer for the outpat of & PES investnient aceouned
for as @ leverged lease could negauvely impact its carnings
contribution, However, during 1991, this customer reached
agreements, subject o definiove documentation, with vanous
crechton, that will enable it w receive corum regulatory rate
telief. No camings in the currenr period were atmbutable o
this mvestment; however, should the above agreements not
become effective und PFS sustiined a toul loss by ahandoning
s investment, PFS could experienee an after-tax loss of up w
F1& million. PFS believes that the sgreements will ultimately
begome effective und dees not expect to realize & muterial loss
asseciated with this tunsaction.

Dhsting 1991, Insernational Business Machines, Ine. €*IBM")
ymittuted Hogation agamnst a major competitor of PFS
Computer Leasing Univ that involved allegations by TBM tha
cerain practices constitute allegedly untarr business prictives,
PFS is engagged in ongeing discussions with TBM regarding cer-
tain of these pracrices: Tols PFS' management opinsan thac any
prospeenve change in the conipetitive dynamics of the come
putet leasing mdustry resslting feom this dispute will not have
i materal eftect on PFS' results of operations

On February 23, 1992, PFS’ one-thied partiership interest ina
leveraged lease fmuncing munsacoon of 4 lusge comaereial
office building in Denver, Golotado was restructured. PFS'
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Sl jpannership interest was sild to the other partners m the orig-

nal tansaction exchange for & cush payment of $7 wmillion
and u 822 milhan second morgage promissony tiote with an

- interest taie of 9.5% and scheduled principal payments o

begin in 2061, Prior w the restructuning. PFS had sceounted
for this investment as a leveraged lease. Prospectively, this
investment will be accounted for as 3 findnce recervabile. As 4
result of the restructuring, no mcome or loss was recotded
Huwever, the asset will remain on nonocerual status woil an
adequate performance penod has passed.

191 COMPARED TO 19%)
Recenues decreqsed $39 mallyon o 15%.

* Net financing revenues decreased $31 million or 28%. A
decrease of $34 million resulted from a lower level of dverage
finance wwarts. $12 million was due t inereased nonacerual
finance assets and $7 million was derived from a reduction in
computer leasing trading profits. A 191 giin of $5 million on the
sale of secunues was offser by o §7 milion gam w1990 o0 the
sale of five wireraft. Nonacensl finance assets at December 31,
1991 and 1990 were $79 nullion and $43 milhon, respectively.

& In 1991, inventory of oif-lease cquipment held for sale
increased from $27 million w $103 million pomorily as a
resule of four aireraft repossessians, PFS 15 actvely markening
these assess.

¢ Oxher revenue increased $17 million or 39% doe primarly
to the July 1981 scquisinen of 4 majonty awnership iterest i
certin real estate pacnerships, added afforduble housing pro-
feets and icreused revenucs from 4 naowficiuning company
obtained in May 1990,

* Interest and debe expense decreased 320 milhon of 18% pn-

- marily due to lower average net sssers financed and lower aver-

age interest rates (K805 in 1991 compared to 95" % in 1990),
Operuting expenses rased $11 million ar 12%

* Manufacturing expense for the company whose common
stock was obtained n May 1990 increased $9 mithon and real

estare development and property rental expense increased 38
million due to increased investments in properey. These ineress-

es wefe offser i part by cost savings of 35 mullion asseciated
wath staff recluctions.

Farnmigs contribunioe decroased 51 misllon or 9%

¢ Income from operations decreased 323 millon,

¢ Orher expense decreased $12 million due to @ pretay lossin

1990 on the sale of finante assets.

¢ Income tax benelies increased $7 million seflecting a higher
pretas loss and increased tax credits associated with affordable
housing projevts.

¢ “acated Corporate interest charges, prefered dividends
and.other decreased $5 million due tw decreased intesest allo-
vated by Corporare and the roorement of all outstanding pre-
ferred stock in mid-1991.

1990 COMPARED 10 195
Revenuer decrvased 827 millisn or 1 1%

¢ Net financing tevenues deereased $52 million or 22% pn-
murily due to the effect of $48 million of revenues recorded 1n
1989 reluted 1o 486 million of finance assets sold m January
190 and 4 further $11 nilhon decline i revenues assoctated
with downsizing other lines of business, offset in part by
ineredss of $7 million from the sale of five airctaft from the
vaion parfulio and $5 million in computer leasing revenues,

¢ Other revenaes increased $25 milhon due t revenues of
$29 militon recorded for @ small manufactunng company
obeained in 190 through loan management activities and $3
million from added affordable housing projects, partially offses
by 2 $9 milhon decrease resulting from the fiquidation of 4
murketable secunties portfolio in early 1990,

¢ lnterest and debt expense decreased 344 million or 28% pri-
smanly due w lower average debt levels, os proceeds of the sale
of finance assets were used t repay debe, and to lower average
ingerest razes (9.52% in 190 compared to 4.74% in 1989,
Uperanng expenses increused $4 midlion.

¢ $23 million of manufacturing expense for the business
obtamed wn 1990 and $3 million of expense for added afford-
abte housing projects was offset by the effects of restructuring
the financul services business. The proviston for credit losses
decreased $4 million. Esclusive of $7 million of the 1989 prov-
sian rekinng to ssets sold dunng 1990, the provision meressed
$3 million or 44%. This increase reflected the jurger level of
problem aceounts in PFS' portfolio and established the

~ allowance for credit losses at & higher level than in 1989,

Eurnings contributon ivcrvased $4 milfion

¢ Income from openstions increased $13 million primanly due
t the operations of the manufactuning company obtained in
1990 and 2 gain in 190 on the sale of five qurcraft from the avi-
ation partfolio.

# Other expense increased $11 million due w4 pretax foss on
the sale of finance assets.
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RErort oF aNAGEMENT

-
Wi S T3 . 3 PP E—— o

The management af PacifiCorp has the responsibility for
preparing the sccompanying financial statements and for their
integrity and objectivity. The statements were prepared in
accordance wath generally sccepted accounting principles
applied on a consistent basts giving consideration 1o materiali-
ty. The financial statements include amounts that are based on
management's best estimates and judgments. Management
also prepared the other informatian in the annual report and 18
responsible for its acouracy and consistency wirh the financial
statements.

The Company’s financial sttements have been wudited by
Delortee & Touche, independent public accountants. Man-
agement has made available o Deloie & Touche all the
Company’s finuncral recorcs and related data, as well o5 the
minures of shareholders’ and directors’ meetings.

Management of the Company has estublished and maintains
an intemal conerol strucrure that provides reasonable dssurunce
as to the integrity and rehabibey of the financial statements, the
protection of assets from unauthorized use or disposition and
the prevention and detection of fraudulent financial reporting.
The ineemal control structure provides for appmpriate division
of responsibiliry und is continisally monitored for comphance.
The Company maintains an nrermal auditing program that

[NDEPENDENTAUDITORS' REPORT

independently assessos the effectiveness of the mternal conerul
strucaure and recommends possible improvements. Deloitte &
Touche also considered the internal control structure n cot-
nection with its sudit. Management has considered the internal
audrons’ and Deloitte & Touche's secommendations concern-
ing the Company's intermal control structure and has taken
cost-eflective actions to respond appropriately o these recom-
mendations.

The Company's principles of husiness conduct, publicized

theoughout the Compuany, address, among other things, peten-
tal conflicts of interests, complance with laws, including those
relating w financial disclosure and the confidentiality of propri-
etary information, f

The Audit Committee of the Baard of Directors, comprised
solelv of ourside directors, meets periodically with the
Chairpersons of divisions and subsidiary audie committees,
managemient, Deloitte & Touche, internal auditors and coun-
sel (o feview the work of cach and ensure that its responsibili-
ties are being properly discharged. Deloite & Touche and

~internal auditons have free avcess w the Committee, withour

management present. to discuss their audit work and their

cvalustions of the adequacy of the intemal control striicture

and the quality of financial reporting,

T the Board of Drectors and Sharehalders of PacthCorp:

We have audited the accompanying comolidated batance
sheets of PacifiCorp and subsidianes as of December 31, 1991
and 199 and the related saements of consolidated income
angd retained camings andd of consolidaved cash flows for each of
the three vears in the peniod ended December 31, 1991, These
vansohidated firancial statements are the responsibility of the
Company’s management. Our responsibility s 10 express an
opision on these finuncial statements based on our sudits.

We conducted our qudts in accordance with generally accepred
auditing standards, Those stundards require that we plan and
perform the audit tw obtain teasonable assurance about whethet
the financial statements are free of marerial misstacoment. An
sudit includes examining, on a rest hasis, evidence supporting
the amounts and disclosures i the financial sutements. An
auche also includes assessing the acepunting principles vsed and

significant estimates made by management, as well as evaluat- ;

ing the overall financial statement presentation, We believe that
e audies provide a reasonable basts foe our opinion.

In our upmion, suck consolidated financtal statements present
fairty, in all material respecty, the consofidaced financial posi-
tan of PacifiCorp and subsidianies ar December 31, 199) and
1990 and the results of their operations and their cash flows for
cach of three years in the period ended December 31, 1991 in
confurmity with generally accepted accounting panciples.

/. M
DELOITTE & TOUCHE
Portland, Oregon ‘
February 18, 1992
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kS‘H TEMENTS OF CONSOLIDATED INCOME AND RETAINED EARNINGS
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STATEMENTS OF CONSOLIDATED CASH FLOWS |
MILLIONS OF DOLLARS { YEAR ENDED DECEMBER 31 i
1991 1990 1989
e CASH FLOWS FROM OPERATING ACTIVITIES '
' Net Income § 3072 $ 4719 § 4656
i - Adjuistmients to reconcile net income 1o net cash
provided by nperating sctivities
Deprecianion and amortization 680.2 6316 3816
- Deferred income taxes and invesrment fax credis - net 4 (168) 69 1167
L Interest capicalized on equity funds {1.3) {21 {11.9) '
Ciain from isuance of subsidian s stack - - 87 .
Lasses from unconsolidar=d entities - net 6.2 179 171 -
One-time refund 1o Electric customers B (60,03 - 4
Payment from sale of power entitlements R T B - - ,
Minonty interest, accrued reclamation and other (16.1) 304 32 \ ;
Acvounts receivable and prepayments 598 (17.9 (16) ;
Matenals, supplies, fuel stock and imventory 4.2 (0.2 (19.6) ]
Accounts pavabie and acerued liabilities (88 4) 1513 (Z38) :
$ NET CASH PROVIDED BY OPERATING ACTIVITIES 1,276.1 1132.3 L1186 :
i CASH FLOWS FROM INVESTING ACTIVITIES I
} Construction (115) (159.7) (6i03.7) ,
j Operating companies und assets acquired (793.3) (3521) (110.6) ;
E Investments and advances to ffiliated companies - net (46.9) {20.3) 122 )
; Proceeds from sales of essets 1595 6 271 3
[ y Financial Services :
' Proceeds from sales of assets and principal payments 4768 $06.9 . 672 )
[ Puschase of assets (550.1) (7908 (10682
; Other 20 (13) @02 :
! NET CASH USED IN INVESTING ACTIVITIES (1,669.1) (1 052.7) (6.2) :
: CASH FLOWS FROM FINANCING ACTIVITIES 3
J Changes in short-term debt (147.0) 5.6 i3l :
: Proceeds from long-term detx 1,206 £99.59 36,2 '
Proceeds from issuance and exchange of common stock 19493 1830 222 ]
Proceeds from issuance of subsiduries’ stock il 20 331 :
Proceeds from issuance of preferred stack 984 100.0 - ]
Dividends paid (408.6) (364.2) (3524) 3
Repayments of tong-term debr and capital lease obligations (538.2) (333.9) (2679 ;
Redemptions and repurchases of capieal stock (.5) (2257} 710 1
Financial Services ¢
Changes in shor-torm debr 63.5 (386.3) s
Proceeds from long-term debt 1633 2303 M9.0 :
Repayments of long-term debt RILED] (392.3) (399.3) .
Proceeds from leveraged lease nonrecourse debr 694 2351 74 !
Repavments of leveraged lease nonrecourse debe and deferred equity (36:8) (239) (30.4) s
Ocher (63.01 (321} 207) i
NET CASH PROVIDED (U'SED) BY FINANCING ACTIVITIES 2870 {30.7) (2289) E.
INCREASE (DECREASE ) IN CASH AND CASH EQUIVALENTS (106.0) 89 (1065} ;:
CASH AND CASH CQUIVALENTS AT BEGINNING OF YEAR 86,0 157.1 236 f
CASH AND CASH EQUIVALENTS AT END OF YEAR § Kb § 1860 $ 1371 :
{See aceompuinymg wtes to Consolwdated Frnangial Satements)
-
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Notes 10 consoLmaren FiNaNciaL starEMENTS

DECEMBER 31, 1991, 1990 gudd 959

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PRESENTATION

I'he consalidated financil statements of PacifiCorp {the

'(.u(,\;)im'. } CRCOIGERESS TWO DRSINCSSCS  Drimmaniy @ unan

natsre—Elecine Operations (Pacific Power and Urah Power)

| an K76 I il : (P acil
and an 8/% owned | clecommuhications operation (Faciic

Telecom. ine b an 82% owned Minine sand Resonree
i CiC i NEU MiInIng and Ke 8

Development business (NERCO. Inc.t and o whotlv-owned
|

5 b v
Financial Services business (PacifiCorp Financial Services, Ine,)

Phe Ci mpany s wholiv-owned subsidian Inner Pacif i, In
Mlaner PactfiCorp™), holds all of s diversified investments
logether these busthesses are referted to herein as the

Companies. Signthcant intercompany tansacuons and balances
}

Lhe tinancid acu each of th
in the tables on pages
epere. Such it i) N ItCEra par { these finar i

sarements

Ihe Company's propormonate share of meome o loss tron

SCPNTY INVESIMENES and COrtue Eoniv-oWwned INVEstInents,

|
where Ccontrol s expected to be wmporary, 1s mciuded 0 losses

IO CAIIULY and ENST INVEsTMEnts

REGUIATORY AUTHORITIES

Meountng for the utility businesses conforms with generalhy

IEEped accountng praciples as apphied o feguiatesd pul

ubhtes and as presenbed by FEENCICS and ! IS
r it ’ ! h { Tt
TS STAICS 1 Whik ¢ ut ) SSES OPETare

For the purposes ot thes WncK staten Lamps
considers all ligod inve 0 il matunties of
three months or less o be cash equnvalent

PROPERTY, PLANTAND FOUIPMENT

f'i"‘;‘l 1IN, PNt and Quapment SLEted At ong alof Cor
HRICI SCvICes, it Bbor and matery, intenes ‘,,‘!I‘z‘ e
dunng construction and indirect charges for enganeening, suy
vision sndd sioukie overhead stems. 1 he cose of depreciable ut

7y properues retired, including the cost of removal, less salvage
8 charged t s : i Telecos HICUnoNns
plant at December 31, 1991 includes #47 mitiion relating to cel
utdr franchises which are bemng amortized over #) vears

Mining and Resource Development follows the successfu

¢ttort 4 WLOU 21 ts ineG g PCT
Closts of v it o n i it
[ R P % { Uil 3 LS HT LS Cits 3

expensed upon determination that the well does not jusefy
ommercial development. Other exploratory costs, including
geologeal and geophysical dnd lease maintenance costs, are

it expense a8 incuered

he careving value of the Company's propesty, plant and
equipment 15 evaluated periadically and, if conditions warrant,
related impuirment expense 18 recorded. Any excess carrying
vilue of Mining and Resource Development’s proved il and
gas properties over their related future undiscounted cash
n

Hows based on current market prices is recognized quarterly gs

IMpArment CXpense

DEPRECIATION, DEPLETION
AND AMORTIZATION

Depreciation, depletion and amortization is computed generally
by the strasght-line method over the estimated useful lives of
the related assets, excepr for cerrain Mining and Resource
Devclopment properties, where the units of production method
15 used. Provisions for depreciation (excluding amortization of
capitdl leases) in the utihty businesses were 3.9% of avenige

depreciable assers in 1991, 3.8% in 1990 and 4% 1n 1989

Phe vost i exeess of net assets of consolidated bus nesses
acqu v amortized over peniods ranging from 10 to 40 vears

FINANCE AND LEASE INCOME RECOGNITION

Interest revenue an lending transactions 15 recognized on an
icerual basis commencing i the month of ongination using
methads that generally approximate the stated interest rate for
the transaction. Direet fimaneing levse revenue is recognized as
a constant vield on asser carrving values. Openang leuse rev-
enue consists ot peniodic rentals, pimarily monthly. The cost

ing lease s depreciated on a

under 0

tdine hasis over the lease term l,L'\C.'JU,L'&‘. lease rev-

gnue is recorded so as o produce a constant vield on the out-
’

standing myestinents (v penods when Financial Services' net

Csimen } LR ICUSE 1§ posinye

LVLLOWANCE FOR CREDIT LOSSES

Aowance for credit losses . maintamed at a level considered

> 10 provide for potential Crews: .o Dased on nan-

dEEment s assessment of vanous nsx tacters aftecung the

gstment n finance recevables

INVENTORY VALUATION



2. ACQUISITIONS AND DISPOSITIONS




NOTE 3. FINANCIAL SERVICES' INVESTMENTS i
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NOTE 4. SHORT-TERM DEBT AND BORROWING ARRANGEMENTS

{ i b ¢ it follow
¥ WM ) 18
" .
raciniCorn Subsidianes
§ Z ) S 150 L 171
.
\
! inh ! W4 | i1l
Kl | \ L 3 § 3Y
e i . : fing to let edit agreements and gold or stiver bullion facilities on & fong
DOITOWINES 1 f el ip term basis. At December 31, 1991, PacifiCorp had $190° mallior
IPIoX it 5 ko " i s subsicharies had ‘\“H“ millien of short-term debe ,.|\nf"'\.‘\‘
) X P Il s nave ntent and at i long-remm. ConsGhidated Commitment 1ees were approximate!y
I 32 mithon in 1991 and 19%0 and 33 muliion m 1989
NOTE 5. COMMON AND PREFERRED STOCK P
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the purchase of the Compuny's commaon stock, The Company
makes matohing contributions equal 1 a percentage of employ-
ce contributions also mvested in the Compeny's cummon steck
Employee contributions ehgible for matching contnbutions are
hmited to 6% of compensation.

PRH'I‘RI\’H) \1?)(,‘ ()f 7\1 L’\I)I'\(;

Generally, preferred stock is redecmable at stipulated prices plus
accrued dividends, subject to cemun restrictions. Upon iavolun
wry hguidation, all preferred stock is entitled to stated value o a
specified preference amount per shate plus averued dividends.

THOUSANDS OF SHARES / MILLIONS OF DOLLARS ' GECUMBER 31

191 14 1990 19%)
SERIES e Shares  Amount  Shares  Amount
SUBJECTT l()\l%\l)\l()k\ REDE \ll’l TON
No Par Serual Preferred, 16.000 Shares
Authorzed
£7.12 8100 stared value) 500 $ 00 500 L 500
A . A I  ACTI ATe | TS . o Al -
b R e L S L W $150.0 § 504
\()l SUBJECT] l()\!\\l)\l(lk‘) REDEMPTION
1.16 ($25 stared value) 193 $ 48 193 $ 48
LIK 420 105 420 103
1.28 3Ky 95 381 95
1,76 R L. 04 4K
198 502 126 52, 126
213 06b 16.7 iy 16,7
Auction Rate (3100,000 stated value s 2 20,0 2 2000
Senal Prefesred 3100 Stated Value Per
Share, 3,500 Shares Authonzed
4526 2 2 2 2
156 B x5 R3 K3
4.72 70 70 70 70
300 4! 42 42 4.2
540 hts 6.6 fih b.b
LY b b b 6
7.6 I8 8. ¥ I8
7.96 133 135 133 135
N2 Hh 6.9 b4 hY
G.08 165 165 165 163
5% Preferred. $100 Stated Value, 127 Shares
_Awhonzedand Owesanhng =~~~ L - 127 127 127
TOTAL ' $3424 $424

tar D Mrnd s #

Mandatory redemption requirements ot stited value plus
acered dvidends on the $7.12 No Par Seral Preferred Stock
are 15.000 shares anmually beginning tn 1993, If the Company
is 0 default i 1wy obligation fo make anv such redemptions, it

Drecember 31, 1% an 500 shares gaoh of Series A Seties B, Senas C andd Seates [ were 4.5% 4%, A ™% and 4.5%, respectivelr

may not pay cash dividends on common stock. The entirg
seiies of $7.70 No Par Serial Preferred Stock is subject w
mandatory redemprion at stated value plus acerued dividends
on August 15, 2001
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~TERM DEBT AND CAPITAL LEASE OBLIGATIONS
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NOTE 7. LEASES ‘




WINIMEUM RENTALS UNDER NONCANCELIABLE LEASES
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NOTE 8. COMMITMENTS AND CONTINGENCIES
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NOTE 10. RETIREMENT PLANS ey A

dl [} AN W i
i \ i \ noor
S Ol
At . g i
AL ece ¥ r
‘ ! CRS. D
\
N i N
-
# AN N
» 5\ 3 5
. - N
I hY N -
N N \ ' 5 g
ANS W I
KENEE A
3 b ) SN \
¢ # 23
\
\ N $ SN L
. 7"
| A8 X
e -t
‘v
i, X i
i | ~
1 \ S5 S 5 » S u
) -~
. N



NOTE 11. SYBSEQUENT EVENT (UNAUDIT
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INVESTOR INFORMATION










