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Payne Shoemaker Building 

240 North Third Street 

Harrisburg, PA 17101-1507 

717.231.4500 

www.kl.com 

James P. Melia 
717.231.5842 
Fax: 717.231.4501 
jmelia@kl.com 

James J. McNulty, Secretary . 
Pennsylvania Public Utility Commission 
North Office Building, Room B-20 
Harrisburg, PA 17105 

RE: Application of ValuSource Energy Services LLC for Electric Generation Supplier 
License . , 
Docket No. A- / I Q / 1 

Dear Secretary McNulty: 

Enclosed for filing please find an original and eight copies of the Application of 
ValuSource Energy Services LLC for an Electric Generation Supplier License. Also 
please treat as confidential Attachments I and J which are being filed separately. 

Copies of this Application are being served on all other jurisdictional electric utilities and 
required governmental parties. 

Very truly yours, 

James P. Melia 
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BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

Application of ValuSource Energy Services 
LLC, for approval to Offer, Render, Furnish, 
or Supply Electricity or Electric Generation 
Services as Service Provider and a 
Broker/Marketer/Aggregator to the Public in 
the Commonwealth of Pennsylvania. 

Docket No. A-

CERTIFICATE OF SERVICE 
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I hereby certify that I have this day served a true and correct copy of the 

foregoing Application and materials upon the parties, listed below, in accordance with 

the requirements of Section 1.54 (relating to service by a participant). 

Via First Class Mail, postage prepaid 

Irwin A. Popowsky, Esquire 
Consumer Advocate 
Forum Place, 5th Floor 
555 Walnut Street 
Harrisburg, PA 17101 

Office of Attorney General 
Bureau of Consumer Protection 
Strawberry Square. 14th Floor 
Harrisburg, PA 17120 

Bernard A. Ryan, Jr., Esquire 
Small Business Advocate 
Commerce Building, Suite 1102 
300 North Second Street 
Harrisburg, PA 17101 

Hon. Robert A. Judge, Sr. 
Department of Revenue 
Strawberry Square, 11th Floor 
Harrisburg, PA 17128-1100 

Office of General Counsel 
Pennsylvania Power & Light Company 
Two North Ninth Street 
Allentown, PA 18101 

Office of General Counsel 
Allegheny Power 
800 Cabin Hill Drive 
Greensburg, PA 15601 

Office of General Counsel 
PECO Energy Company 
2301 Market Street, S23-1 
Philadelphia, PA 19103 

Office of General Counsel 
GPU Energy 
2800 Pottsville Pike 
Reading, PA 19605 
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Office of General Counsel 
UGI Utilities, Inc. - Electric Division 
P.O. Box 858 
Valley Forge, PA 19482 

Office of General Counsel 
Pennsylvania Power Company 
P.O. Box 891 
Newcastle, PA 16103-0891 

Kirkpatrick & Lockhart LLP 
240 North Third Street 
Harrisburg, PA 17101-1507 
(717) 231-4500 
(717) 231-4501 (Fax) 

Dated: July 18, 2000 

Office of General Counsel 
Citizens Electric Company 
P.O. Box 551 
Lewisburg, PA 17837-0551 

Office of General Counsel 
Duquesne Light Company 
411 Seventh Avenue 
16th Floor 
Pittsburgh, PA 15219 

P. Melia, Esquire 

Counsel for ValuSource Energy 
Services LLC 



I BEFORE THE PENNSYLVANIA PUBLIC UTILITY COMMISSION Hi 
Application of ValuSource Energy Services, LLC, for 
Approval to Offer, Render, Furnish, or Supply 
Electricity or Electric Generation Services as a 
Service Provider and a Broker/Marketer/Aggregator to 
the Public in the Commonwealth of Pennsylvania. 

Docket No. A-

i . 

To the Pennsylvania Public Utility Commission: (51 
IDENTITY OF THE APPLICANT: The name, address, telephone number, and FAX number of the 
Applicant are: g 

Suite 440 co 
Pittsburgh, PA 15220 " i ' c : -o 

ValuSource Energy Services, LLC 
875 Greentree Road 

(412) 937-4850 
(412) 919-7546 (Fax) CZ 

TO 

o 

Please identify any predecessor(s) of the Applicant and provide other names under which tES Applibsftit has 
operated within the preceding five (5) years, including name, address, and telephone number. 

None 

2. a. 

b. 

3.a. 

CONTACT PERSON: The name, title, address, telephone number, and FAX number of the person to whom 
questions about this Application should be addressed are: 

John Morris 
Electric Procurement Manager 
ValuSource Energy Services, LLC 
875 Greentree Road 
Suite 440 
Pittsburgh, PA 15220 
(412) 919-7528 
(412) 919-7546 (Fax) 

CONTACT PERSON-PENNSYLVANIA EMERGENCY MANAGEMENT AGENCY: The name, title, address 
telephone number and FAX number of the person with whom contact should be made by PEMA: 

John Zbihley 
President 
ValuSource Energy Services, LLC 
875 Greentree Road 
Suite 440 
Pittsburgh, PA 15220 
(412) 919-7574 
(412) 919-7546 (Fax) 

JUL>S 2000 

ATTORNEY: 
attorney are: 

If applicable, the name, address, telephone number, and FAX number of the Applicant's 

James P. Melia 
Kirkpatrick & Lockhart LLP 
240 North Third Street 
Harrisburg, PA 17101-1507 
(717) 231-5842 
(717) 231-4501 (Fax) 
jmelia@kl.com 

j0CUMfc,v 
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b. REGISTERED AGENT: If the A^^cant does not maintain a principal office i r^ fc Commonwealth, the 
required name, address, telephone number and FAX number of the Applicant's Registered Agent in the 
Commonwealth are: 

N/A 

4. FICTITIOUS NAME: (select and complete appropriate statement) 

• The Applicant will be using a fictitious name or doing business as ("d/b/a"): 

Attach to the Application a copy of the Applicant's filing with the Commonwealth's Department of State 
pursuant to 54 Pa. C.S. §311, Form PA-953. 

or 

(3 The Applicant will not be using a fictitious name. 

5. BUSINESS ENTITY AND DEPARTMENT OF STATE FILINGS: (select and complete appropriate 
statement) 

• The Applicant is a sole proprietor. 

If the Applicant is located outside the Commonwealth, provide proof of compliance with 15 Pa. C.S. §4124 
relating to Department of State filing requirements. 

or 

• The Applicant is a: 

• domestic general partnership (*) 
• domestic limited partnership (15 Pa. C.S. §8511) 
• foreign general or limited partnership (15 Pa. C.S. §4124) 
• domestic limited liability partnership (15 Pa. C.S. §8201) 
• foreign limited liability general partnership (15 Pa. C.S. §8211) 
• foreign limited liability limited partnership (15 Pa. C.S. §8211) 

Provide proof of compliance with appropriate Department of State filing requirements as indicated above. 

Give name, d/b/a, and address of partners. If any partner is not an individual, identify the business nature of 
the partner entity and identify its partners or officers. 

I:GS License Application 
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• If a corporate partner in the^pplicant's domestic partnership is not domiciled in Pennsylvania, attach 
a copy ofthe Applicant's Department of State filing pursuant to 15 Pa. C.S. §4124. 

or 

6. 

El The Applicant is a : 

• domestic corporation (none) 
• foreign corporation (15 Pa. C.S. §4124) 
• domestic limited liability company (15 Pa. C.S. §8913) 
m foreign limited liability company (15 Pa. C.S. §8981) 
• Other 

Provide proof of compliance with appropriate Department of State filing requirements as indicated above. 
Additionally, provide a copy of the Applicant's Articles of Incorporation. 

See Attachments A and B to this Application. Attachment A is a certificate from the Department of 
State of the Commonwealth of Pennsylvania demonstrating that ValuSource Energy Services, LLC is 
qualified to do business under the laws of the Commonwealth of Pennsylvania. A copy of Applicant's 
Certificate of Formation as an LLC in the state of Delaware is attached as Attachment B. 

Carole Klocko 
Treasurer/Controller 
ValuSource Energy Services, LLC 
875 Greentree Road 
Suite 440 
Pittsburgh 15220 

Give name and address of officers. 

John Zbihley 
President 
ValuSource Energy Services, LLC 
875 Greentree Road 
Suite 440 
Pittsburgh, PA 15220 

Martin Ryan, Esq. 
Secretary 
ValuSource Energy Services, LLC 
875 Greentree Road 
Suite 440 
Pittsburgh, PA 15220 

The Applicant is organized in the state of Delaware. 

AFFILIATES AND PREDECESSORS WITHIN PENNSYLVANIA: (select and complete appropriate 
statement) 

El Affiliate(s) of the Applicant doing business in Pennsylvania are: 

See Attachment C. 

Give name and address of the affiliate(s) and state whether the affiliate(s) are jurisdictional public utilities. 

See Attachment C. 

V.CS License Ajiplicniion 
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\E\ If the Applicant or an aff i l iat^^s a predecessor who has done business^^in Pennsylvania, give 
name and address of the predecessor(s) and state whether the predecessors) were jurisdictional 
public utilities. 

See Attachment C. 

or 

• The Applicant has no affiliates doing business in Pennsylvania or predecessors which have done 

business in Pennsylvania. 

7. APPLICANT'S PRESENT OPERATIONS: (select and complete the appropriate statement) 

• The Applicant is presently doing business in Pennsylvania as a 

• vertically-integrated provider of generation, transmission, and distribution services. 
• municipal electric corporation providing service outside its municipal limits. 
• electric cooperative 
• local gas distribution company 
• nonintegrated provider of electric generation, transmission or distribution services. 
• Other. (Identify the nature of service being rendered.) 

or 

[3 The Applicant is not presently doing business in Pennsylvania. 

8. APPLICANT'S PROPOSED OPERATIONS: The Applicant proposes to operate as a: 

• Generator and supplier of electric power. 
• Municipal generator and supplier of electric power. 
• Electric Cooperative and supplier of electric power 
[3 Broker/Marketer engaged in the business of supplying electricity. 
[El Aggregator engaged in the business of supplying electricity 
El Other (Describe): 

ValuSource Energy Services, LLC ("ValuSource") would operate as a Service Provider to its 
customers and utilize certain services provided by its Affiliate, Enermetrix. Enermetrix was 
previously known as North American Power Brokers. Enermetrix maintains an online electric 
generation and natural gas auction site. Enermetrix operates the secured internet site on which a 
retail energy auction is conducted. 

ValuSource, once it is licensed, would solicit commercial, industrial, and governmental customers. 
As a Service Provider, ValuSource, would provide the customer information to be posted on the 
Enermetrix website. Licensed EGSs would review the proposed customer postings and submit a bid 
to provide service to that customer. The EGS whose bid best meets the posted requirement is then 
matched with the customer. The agreement for sale of electric energy is then executed on behalf of 
the customer and the selected supplier. ValuSource, in its role as a Service provider, does not 
actually provide electricity to the customer. ValuSource acts as an agent for the customer and 
utilizes the Enermetrix online electric generation auction to fulfill the customer's procurement needs. 
ValuSource would be paid a fee by the EGS, not the customer. 

JiGS License Applicntion 
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9. 

Applicant also requests authority to operate as a broker/marketer/aggregator to provide electric 
service to commercial, industrial and governmental customers within Pennsylvania. Initially, 
ValuSource would utilize its EGS authority to make retail sales to certain facilities of Duquesne Light 
Company. These retail sales to DLC are necessitated by virtue of DLC's wholesale "provider of last 
resort" ("POLR") arrangement with Orion Power approved at PUC Docket No. A-00110150 F0023. 
Ultimately, ValuSource may also utilize its EGS authority to engage in retail sales in the service 
territory of DLC and elsewhere in Pennsylvania. 

PROPOSED SERVICES: Generally describe the electric services or the electric generation services which 
the Applicant proposes to offer. 

Applicant proposes to operate as a Service Provider for other licensed EGSs. See also response to 
item #8. ValuSource would also operate as a broker/marketer/aggregator to provide retail service to 
commercial, industrial and governmental customers, including certain facilities of DLC. 

10. SERVICE AREA: Generally describe the geographic area in which Applicant proposes to offer services. 

Applicant intends to provide its services throughout the entire state of Pennsylvania. 

11. CUSTOMERS: Applicant proposes to initially provide services to: 

• Residential Customers 
IE] Commercial Customers - (25 kW and Under) 
[HI Commercial Customers - (Over 25 kW) 
[El Industrial Customers 
(El Governmental Customers 
• All of above 
D Other (Describe): 

12 FERC FILING: Applicant has: 

• Filed an Application with the Federal Energy Regulatory Commission to be a Power Marketer. 

• Received approval from FERC to be a Power Marketer at Docket or Case Number 

\E\ Not applicable, 

13. START DATE: The Applicant proposes to begin delivering services on or before August 30, 2000. 

ELGS l.iccrue Appl ical ion 
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14. NOTICE: Pursuant to Section 5 l n of the Commission's Regulations, 52 Pa. 
signed and verified Application with attachments on the following: 

ode §5.14, serve a copy of the 

Irwin A. Popowsky 
Consumer Advocate 
1425 Strawberry Square 
Harrisburg, PA 17120 

Bernard A. Ryan, Jr. 
Commerce Building, Suite 1102 
Small Business Advocate 
300 North Second Street 
Harrisburg, PA 17101 

Office of the Attorney General 
Bureau of Consumer Protection 
Strawberry Square, 14th Floor 
Harrisburg, PA 17120 

Commonwealth of Pennsylvania 
Department of Revenue 
Bureau of Compliance 
Harrisburg, PA 17128-0946 

Any ofthe following Electric Distribution Companies through whose transmission and distribution facilities 
the applicant intends to supply customers: 
Nancy J. Krajovic 
Manager of Regulatory Affairs Unit 
Duquesne Light Company 
411 Seventh Street 
P.O. Box 1930 
Pittsburgh, PA 15230-1930 

(Metropolitan Edison Company or Pennsylvania Electric 
Company) 
Blaine W. Uplinger, Jr., Director of Governmental and 
Regulatory Affairs 
GPU Energy 
100 APC Building 
800 North third Street 
Harrisburg, PA 17102-2025 

Thomas P. Hill, Vice President and Controller 
PECO Energy Company 
2301 Market Street 
Philadelphia, PA 19101-8699 

John P. Litz, Division Controller 
UGI Utilities, Inc. 
Electric Division 
400 Stewart Road 
P.O. Box 3200 
Hanover Industrial Estates 
Wilkes-Barre, PA 18773-3200 

Paul E. Russell, Associate 
General Counsel 
Pennsylvania Power & Light 
Company 
Two North Ninth Street 
Allentown, PA 18108-1179 

Stephen L. Feld, Attorney 
Pennsylvania Power Company 
First Energy Corporation 
76 South Main Street 
Akron, OH 44308 

John L. Munsch, Attorney 
Allegheny Power 
800 Cabin Hill Drive 
Greensburg, PA 15601-1689 

Pursuant to Sections 1.57 and 1.58 ofthe Commission's Regulations, 52 Pa. Code §§1.57 and 1.58, attach 
Proof of Service of the Application and attachments upon the above named parties. Upon review of the 
Application, further notice may be required pursuant to Section 5.14 of the Commission's Regulations, 52 Pa. 
Code §5.14. 

liGS l.icenic A|i|ilicalion 
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15. TAXATION: Complete the TAX CERTIFICATION STATEMENT attached as Appendix B to this application. 

See Attachment D to this Application. 

16. COMPLIANCE: State specifically whether the Applicant, an affiliate, a predecessor of either, or a person 
identified in this Application has been convicted of a crime involving fraud or similar activity. Identify all 
proceedings, by name, subject and citation, dealing with business operations, in the last five (5) years, 
whether before an administrative body or in a judicial forum, in which the Applicant, an affiliate, a predecessor 
of either, or a person identified herein has been a defendant or a respondent. Provide a statement as to the 
resolution or present status of any such proceedings. 

Neither Applicant, its affiliates, predecessors or any persons identified in this Application have been 
convicted of crimes involving fraud, or similar activities within the last five years, either before an 
administrative body or in a judicial forum. 

17. STANDARDS, BILLING PRACTICES, TERMS AND CONDITIONS OF PROVIDING SERVICE AND 
CONSUMER EDUCATION: Electricity should be priced in clearly stated terms to the extent possible. 
Common definitions should be used. All consumer contracts or sales agreements should be written in plain 
language with any exclusions, exceptions, add-ons, package offers, limited time offers or other deadlines 
prominently communicated. Penalties and procedures for ending contracts should be clearly communicated. 

a. Contacts for Consumer Service and Complaints: Provide the name, title, address, telephone number and 
FAX number of the person and an alternate person responsible for addressing customer complaints. 
These persons will ordinarily be the initial point(s) of contact for resolving complaints filed with Applicant, 
the Electric Distribution Company, the Pennsylvania Public Utility Commission or other agencies. 

John Morris 
ValuSource Energy Services, LLC 
875 Greentree Road 
Suite 440 
Pittsburgh, PA 15220 
(412) 919-7528 
(412) 919-7546 (Fax) 

Alternate: 
Keith Malinoski 
ValuSource Energy Services, LLC 
875 Greentree Road 
Suite 440 
Pittsburgh, PA 15220 
(412) 919-7560 
(412) 919-7546 (Fax) 

b. Provide a copy of all standard forms or contracts that you use, or propose to use, for service provided to 
residential customers. 

Applicant is not applying to directly serve residential customers. 

c. If proposing to serve Residential and/or Small Commercial (under 25 kW) customers, provide a 
disclosure statement. A sample disclosure statement is provided as Appendix C to this Application. 

Applicant will utilize the Retail Energy Exchange Service Request form at Attachment J which 
Applicant believes supplies the required disclosure information including an agency agreement 
contained in Section 2. 

18. BONDING: In accordance with 66 PA. C.S. Section 2809(C) (1 )(i), the Applicant is: 

S Furnishing a copy of initial bond , letter of credit or proof of bonding to the Commission in the amount of 
$250,000. See Attachment E to this Application. 

• Furnishing proof of other initial security for Commission approval, to ensure financial responsibility. 

• Filing for a modification to the $250,000 and furnishing a copy of an initial bond, letter of credit or proof 
of bonding to the Commission for the amount of $ . Applicant is required to provide 
information supporting an amount less than $250,000. 

At the conclusion of Applicant's first year of operation it is the intention of the Commission to tie security 
bonds to a percentage of Applicant's gross receipts resulting from the sale of generated electricity consumed 
in Pennsylvania. The amount ofthe security bond will be reviewed and adjusted on an annual basis. 

f:GS License Appliealion 
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19. FINANCIAL FITNESS: 

A. Applicant shall provide sufficient information to demonstrate financial fitness commensurate with the 
service proposed to be provided. Examples of such information which may be submitted include the 
following: 

Actual (or proposed) organizational structure including parent, affiliated or subsidiary companies. 

Published parent company financial and credit information. 

Applicant's balance sheet and income statement for the most recent fiscal year. Published financial 
information such as lOK's and 10Q's may be provided, if available. 

Evidence of Applicant's credit rating. Applicant may provide a copy of its Dun and Bradstreet Credit 
Report and Robert Morris and Associates financial form or other independent financial service reports. 

A description of the types and amounts of insurance carried by Applicant which are specifically intended 
to provide for or support its financial fitness to perform its obligations as a licensee. 

Audited financial statements 

Such other information that demonstrates Applicant's financial fitness. 

See Attachment F to this Application which is DQE's 1999 Annual Report to Shareholders. 

B. Applicant must provide the following information: 

• Identify Applicant's chief officers including names and their professional resumes. 

Carole Klocko 
Treasurer/Controller 
ValuSource Energy Services, LLC 
875 Greentree Road 
Suite 440 
Pittsburgh, PA 15220 
(412) 393-1246 
(412) 393-1075 (Fax) 

John Zbihley 
President 
ValuSource Energy Services, LLC 
875 Greentree Road 
Suite 440 
Pittsburgh, PA 15220 
(412) 919-7574 
(412) 919-7546 (Fax) 

Martin Ryan, Esq. 
Secretary 
ValuSource Energy Services, LLC 
875 Greentree Road 
Suite 440 
Pittsburgh, PA 15220 
(412) 393-6129 
(412) 393-6645 (Fax) 

See Attachment G to this Application. 

• Provide the name, title, address, telephone number and FAX number of Applicant's custodian for its 
accounting records. 

Carol Klocko 
Treasurer/Controller 
ValuSource Energy Services, LLC 
875 Greentree Road 
Suite 440 
Pittsburgh, PA 15220 
(412) 393-1246 
(412) 393-1075 (Fax) 

tiGS License Application 
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20. TECHNICAL FITNESS: To ensure that the present quality and availability of service provided by electric 
utilities does not deteriorate, the Applicant shall provide sufficient information to demonstrate technical fitness 
commensurate with the service proposed to be provided. Examples of such information which may be 
submitted include the following: 

• The identity of the Applicant's officers directly responsible for operations, including names and their 
professional resumes. 

Copies of resumes for Applicant's officers responsible for operations are included as Attachment H 
to this Application. 

• Proposed staffing and employee training commitments 

Proposed staffing and employee training commitments are included as Attachment I to this Application. 
This response includes information which is confidential and proprietary and is being filed pursuant to 
a request for confidential treatment. 

• Business plans 

Applicant's business plan is included as Attachment J to this Application. Applicant considers this 
information to be confidential and proprietary and is being filed pursuant to a request for confidential 
treatment. 

• Documentation of membership in ECAR, MAAC or other regional reliability councils shall be submitted if 
applicable to the scope and nature of the applicant's proposed services. 

Membership in a regional reliability council has not been determined to be necessary because of the 
limited scope of retail service to be provided initially. Scheduling and coordination of retail electric 
sales will occur through facilities of DLC pursuant to provisions of DLC's Electric Generation Supplier 
Coordination Tariff. 

• An affidavit stating that you will adhere to the reliability protocols of the North American Electric Reliability 
Council, the appropriate regional reiiability council(s), and the Commission, and that you agree to comply 
with the operational requirements of the control area(s) within which you provide retail service. 

N/A 

21. TRANSFER OF LICENSE: The Applicant understands that if it plans to transfer its license to another entity, 
it is required to request authority from the Commission for permission prior to transferring the license. See 66 
Pa. C.S. Section 2809(D). Transferee will be required to file the appropriate licensing application. 

22. ASSESSMENT: The Applicant acknowledges that Title 66, Chapter 5, Section 510 grants to the 
Commission the right to make assessments to recover regulatory expenses and that as a supplier of 
electricity or an electric generation supplier it will be assessed under that section of the Pennsylvania Code. 
The Applicant also acknowledges that the continuation of its license as a supplier of electricity or an electric 
generation supplier will be dependent upon the payment of all prior years assessments. 

23. UNIFORM STANDARDS OF CONDUCT AND DISCLOSURE: As a condition of receiving a license, 
Applicant agrees to conform to any Uniform Standards of Conduct and Disclosure as set forth by the 
Commission. 

24. REPORTING REQUIREMENTS: Applicant agrees to provide the following information to the Commission or 
the Department of Revenue, as appropriate: 

a. Reports of Gross Receipts: Applicant shall report its Pennsylvania intrastate gross receipts to the 
Commission on a quarterly and year to date basis no later than 30 days following the end of the quarter. 

HGS License Applies I ion 
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b. The Treasurer or other appropriate officer of Applicant shall transmit to the Department of Revenue by 
March 15, an annual report, and under oath or affirmation, of the amount of gross receipts received by 
Applicant during the prior calendar year. 

c. Applicant shall report to the Commission the following information on an annual basis: 

• the percentages of total electricity supplied by each fuel source 

Applicant will be required to meet periodic reporting requirements as may be issued by the 
Commission to fulfill the Commission's duty under Chapter 28 pertaining to reliability and to inform 
the Governor and Legislature of the progress of the transition to a fully competitive electric market. 

25. FURTHER DEVELOPMENTS: Applicant is under a continuing obligation to amend its application if 
substantial changes occur in the information upon which the Commission relied in approving the original 
filing. 

26. FALSIFICATION: The Applicant understands that the making of false statement(s) herein may be grounds 
for denying the Application or, if later discovered, for revoking any authority granted pursuant to the 
Application. This Application is subject to 18 Pa. C.S. §§4903 and 4904, relating to perjury and falsification in 
official matters. 

27. FEE: The Applicant has enclosed the required initial licensing fee of $350. 

Applicant: ValuSource Energy Services, LLC 

JL 
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ATTACHMENT A 

CERTIFICATE OF FORMATION AS A DELAWARE LLC 



05/24/00 12:07 FAX 412 393 a£92 ^ 9 DLCO GOV AFF 0 002/007 
"T*. 03/04 

State of Delaware FAGS i 

O^TC^ o/f/^i Secretary of State 

X, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF 

DEIAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT 

COPY OF TBE CERTIFICATE OF FORMATION OF "VALUSOURCE ENERGY 

SERVICES, LLC", FILED:-iti Vf#S OF.FI.eB W^BE SIXTEENTH DAY OF 

MAYr A.D. 2000f 'AT Z;i5 Q'e!M>CK. ,'' 

3229533 8100 

001249207 

E4u>aTdJrFnel, Secretary qf State 
0443103 

AUTHENTICATION: 
0 5 - 1 7 - 0 0 

DATE: 

P C TNT TTMT MOV 1 ? Qr^POM 



05/24/00 12:07 FAX 412 393 

nRY-ifr-seaa 15:57 p 

»3 M9 DLCO GOV AFF 
. j=-r^.i i i_i_r 

HflMILTTWi LLP 

© 0 0 3 / 0 0 7 

cEimncATx; OF FORMATION 
or 

VALmoCRCE EMERGT SERVTCESi LLC 

This Certificate <sf FMrnnwn of VjtaSoorcc tnagy Sendee*. LLC, (thelimted 
Liability Company") ht5 been duly meuttd and U Wng filed by tbs xnuJenigned iirthorized 
penon to fonn a linked liabilxty company muter the Delaware Limited Uibflity Company Aci (6 

1' tSMt The n»Dc of ihe liuutcd lijibilitr ctm̂ woy fanned hcicby ia VaJoSourcc 
Energy Services LLC 

2, Rei'itefudOfftaL TiuaddmorilWTetfî officBQfthcUitdtEdXiaUlity 
Cotnptny ia tftt Stata of Ddaswre, Comay gf New Cutio 1105 Nfiflh Mukn Street Suite 1300, 

3. Rfifbtftd Afefl. TTK refjstBred ajwttaf wviee cf pmceu on the Unritcd 
Liability Company in the STUB ofDelawire, County of New Casde ii Miwize Ccrpams 
MtttB̂ cmem, fee. M UM abm addsui. 

IN VTITNESS WHfiftEOF, the indeaiiaad aithorl^panaalwddycKe^dthb 
CettificaEe of Fonnstion as of Mky 9,3000. 

MviinURyto, avtbdviuo tmm 

JMnt or Dtum* acnitAxr OF STASX 
BrvzsiaN at ctwpourrc™ 

RECEIVED TINE: WAY. 17. 3:5HPM PPTNT TTMT frdV 1 *? 

TfTTfl P,(V 
-3 ) C - t O M 



ATTACHMENT B 

REGISTRATION AS A FOREIGN CORPORATION 
IN PENNSYLVANIA 
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Microfilm Number Filed Wilh the Dapimnent of State on. 

Entity Nurobcr 
Seoretuy of the Cominonwealth 

APPLICATION FOR REGISTRATION AS A FOREIGN LIMITED LIABILITY COMPANY 

Tr compliance with ft* raqulrtniaatK of 15 Pa.C.S,§6P8l (nlactag ta regiBtranon), the undcrtifjimd foreign 
Umiccd Ijobility company, desiriflg to register to da business in this Commonwealth, hereby states that: 

1. The name of ihe liffliied liability company ia: ValuSouroa Energy Services. LLC 

2. flf the name s«t forth In pflrsgraph 1 if not available for use In this Contmomvofllth, complete the Fallowing)! Tho 
name under which the limited U&btUty company proposes to register and do business In this Commonwealth Is; 

3. The name of die jurisdiction under the laws of which the limited liability company was organized and the data of Its 
formation are: 

Jurisdiction; DeUwttra Date OfFonmrflon; May 16L20D0 

4. The (a) address of this Emifed liability company's initial registered office In this Common wealth or (b) name of in 
commercial registered office provider and c&e county of venue is: 

to B75 Greentree Road. Seven Pariewgv_OCTter, Suite 440 Pittsburgh. PA 15220 Allegheny 
Number and Soxet - City State Zip OmTity 

(b) c/o: 
Name of Commercial Registered Office Provider1 County 

For a limited liability cornpaoy lepresenied by a commercial registered office provider, die county in (b) shall be deemed tbo comity in ' 
which tbo linriied liability company is located for veoce nul official publicadan puiposces. 

5. (Chock nnd complete one or me raUmrtng): 

X The address of the office required to ba maintained by ii in the jurisdiction of its organization by thfi laws of thai 
jurisdiction ia: 

1105 North Market Street. Suite 1300, Wilmington, _ D B _ 19801 
Number and Street Qty State Zip 

„ It is not required by the laws of its jumdiction of organization to maintain an ofQce (herein and die address of ita 
principal office is: 

Number and Street Cfty State zip 

6. {Strthcowt {Mnapp<Ttrablc)t Tbp compuii/ Li it feJti''ii:tcd^pfca3ioiijH"tnp(ttyorganj.t.Lil tu lundu Un, fellowbi^ fcairtctgd 
profeasioiifll- yicc(3). 

PTr *M7859 vl (iOXPOll.WPD) 

90 :C !:•:! L\ AtfHOflOZ 
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IN TESTIMONY Y/HEREQF, tho undcrsigMd liniced Habflity company has caused this Application for Regfeiration 
aa A Foreign Umited liability Ctrnipsny to bo ricned by a duly wthoriawi wambw ot mwiflfiof thareof rhia _9th_ of 

_Mw .2Q0Q-

VataSonrcc Enefev Servic«: LLC 
CNjjâ  of Umited Uabiliw Company) 

BY: 

TITLE: 

(Signature) 

Mtntin U Ryan, Seggfarv 

vt (10X»)II.WPD) 
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DOCKETING STATEMENT DSCB: IS-134A (RUV 90 
DEPARTMENTS OF STATE Al^D REVENUE 

tff iS FORM MUST ACCOMPANY A FILING 

This form (file in triplicate) and all accompanying docwnonxa shall be moiled to: 
COMMONWEALTH OF PENNSYLVANIA 
DEPARTMENT OF STATE 
CORPORATION BUREAU 
P.O. BOX 8722 
HARRISBURG, PA 17105-8722 

BUREAU USE ONLY: 
Dept. of State Entlcy Number 

Revenue Box Number 

Filing Period 

SIC 

Date345 

Report Code 

.Pa. Business-nonstock 

Pa. BoEiness-cooperative 

, Foreign-nonprofit 

.Fa. Busioess-MaMgemeut 

.Pa. Nonprofit-stock 

Motor Vehicle for Hire 

Check proper box: 

. Pa. Business acock 

Pa. Business-statutory dose 

Foreign-huainess 

Foroign-Certlflcate of Authority to D/B/A , 

Business Trufit 

Pa. Limited Linbility Company , ^Pa. Reatrtcted Professional Limited liability Compaay 

X Foreign limited liability Company Foreign Restricted ProfeflsionM Limited Liability Company 

.Pa. Professional 

.Pa, Nonprofit-nonstock 

Insurance 

Entity registering-as a result of (check box); 

Cncorpocaiion ([Pa.) 

X Authorization a foreign association 

_ Organization (Pa,) 

1. Name of entity; VahiSomte Energy Servlcos. LLC 

.Domesticatian 

. Division 

_ Consolidation 

. Simunaiy of Record 

2. Location of (a) initial ragistered office in Pennsylvania or (b) the name and COimty of the commercial registered office provider 

(al 875 Greentree Road. Seven Paricwav Center, Suite 440 Pimbuf qh PA 15220 Allegheny 
Number and Street/RD number and Box 

(b) c/o: 
, Name of commercial registered office provider 

StateorCauoty of Incorporation/Orgaiilzarion: Delaware 

Specified effective date, if applicable: Uoon filing 

City State Zip Code 

Federal Mentiflaatlon Number Applied for 

County 

County 

Describe principal Pennsylvania activity to be engaged in, within one year of this application date: To.perform energy supplier 

brokering services. 

PT; #47856 vl {WXC011.WPO) 
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7. Names, resid&flces and social seonrity numbers of the chief executive officer, secretary and treasurer or individual rtttpomnble for 
maintOHiing finoncial recotda: 

Name 

John Zbihley 

Carole A- Klocko 

Martin L. Ryan 

Address 

One NonhShore Center 

Pittsburgh, PA 15212 

411 Seventh Avenue 

Pittsburgh, PA 15219 

411 Seventh Avenue 

Pittsburgh, PA 15219 

Title 

President 

Treasurer/Controller 

Secretary 

Social Security # 

164-40-6026 

167-56-6147 

184-<52-U7d 

8. Location of principal place of business: 

875 Greentree Road. Seven Parkwfty_Cemer> Suitfl.44p_ Pitffihiirfh. P A 15210 
Nucbbcr and Sueet/RE* number and BOX City State 

9. Mailing address if different than #8 (Location where correspondence, tax report fonn, etc. are to be sent): 

Zip 

Number and Street/RD number and Box Ciiy State Zip 

10. This entity is organized or incorporated under the Business Corporation Law of 1988, as amended. (Not applicable if a foreign 

entity) 

11. Act of Qenenxl Assembly or authority under which you are organized or incorporated (foreicn entity only:) 

Delaware Limited Liability.CprnBanyAq^ 

12. Date and state of incorporation or orgaa&ation (foreign entity only): Mav 16.2000 Delaware 

13. Dato business started in Pennsylvania (foreign entity only): Mav ̂ 7,2000 

14. Is the entity authorized to issue capital stock? Yes X No 

15. Entity's fiscal year ends: December 31 -

I fi- Has the association solicited or does it Intend to solicit contributions with the Commonwealth of Pennsylvania'? 

Yes X No 

If yea, provide date aoUcitatlon coimoenced or wiu commence: WA 

This ataiement shall be deemed to have been executed by the individual who executed the accompanying submittal. See 18 Pa-CS. 
§4904 (relating to unsworn falsification to authorities). 

Instructions for Completion of Form; 

A. A separate completed set of copies of this form shall be submitted for each entity or registraaoii resulting fiom the transaction. 

B. The Bureau of Coiporation Taxes in the Pennsylvania Department of Revenue should be notified of any address changes. 
Notification should be sent to the Account Maintenance* Bureau of Corporation Taxes, Pa. Department of Revenue, Dept 
280901, Hairisburg, PA 17128-0901. 

C. All Psnnsylvania corporate tax reporta, except those for motor vehicle for hire, must be filed with the Commonwealth on the 
same fiscal basis as filed with the U.S. govemment. Motor vehicle for hire, i.e., gross receipts tax reports, must be fded on a 
calendar year basis only. 

D. The disclosure of the social security numbers of rhe corporate officers in Paragraph 7 is voluntary. The numbers are used to 
assure the proper identification of corporation officers by the Department of Revenue in accordance with the Fiscal Code. 

PT-.ff478jfiv!<10XC0l!.WPD) 



ATTACHMENT C 

DESCRIPTION OF AFFILIATE RELATIONSHIPS 



ATTACHMENT C 

ValuSource Energy Services, LLC is a subsidiary of Mononghahela Light & Power Company ("ML&P"). ML&P is the sole 
• member of Applicant. ML&P holds a certificate of public convenience to provide retail electric service in Pennsylvania but 

does not currently provide retail electric service to the public. All of ML&P's common stock is owned by Duquesne Light 
Company ("DLC"), a jurisdictional public utility providing retail electric service in portions of western Pennsylvania. All of 
DLC's stock is owned by DQE, Inc., which also owns all common stock of Duquesne Enterprises, the unregulated affiliate 
of DLC. 

0 A subsidiary of Duquesne Enterprises, On-Demand Energy, Inc. {"On-Demand"), is licensed in Pennsylvania as an EGS 
as marketer/broker pursuant to an EGS certificate issued at Docket No. A-110107. On-Demand is also licensed as a 
natural gas supplier with a certificate issued at Docket No. A-125076. 

Duquesne Enterprises also has a 23% ownership interest in Enermetrix. (See Item 8 of Application for a description of 
Enermetrix). 

EGS License Appliealion 
PA PUC Document «: I J IW- I 



ATTACHMENT D 

TAX CERTIFICATION STATEMENT 



ATTACHMENT E 

INITIAL BOND IN THE AMOUNT OF $250,000 

JUL 13 2000 
PA PUBLIC UTILITY COMMISSION 

SECRETARY'S BUREAU 



Bond No. « H 2 0 5 7 

KNOW ALL MEN BY THESE PRESENTS: 

THAT, WE, ValuSource Energy Services, LLC as Principal, and National Fire Insurance 
Company of Hartford, a Connecticut Corporation with principal office at C N A Plaza, Chicago, 
IL 60685, as Surety, are held and firmly bound unto Commonwealth of Pennsylvania Public 
Utility Commission in the sum of Two Hundred Fifty Thousand and no/100 
DOLLARS ($250,000.00 ), for the payment of which sum, well and truly to be made, we 
bind ourselves, our personal representatives, successors and assigns, jointly and severally, 
firmly by these presents. 

SIGNED, SEALED AND DATED this 15 t h of May, 2000. 

The Condition of this obligation is such, that Whereas Principal is desirous of obtaining a 
license from the Commonwealth of Pennsylvania Public Utility Commission to carry on business 
as Energy Generation Supplier in the Commonwealth of Pennsylvania commencing on the 15 , h 

day of May, 2000. 

This bond in accordance with Section 2809{c)(1)(i), to assure compliance with applicable 
provisions ofthe Public Utility Code, 66 Pa. C.S. §2809 (c)(1)(i), to assure compliance with the 
Public Utility Code, 66 Pa. C.S. §101, et seq., and the rules and regulations ofthe Pennsylvania 
Public Utility Commission by the Principal as a licensed electric generation supplier, to ensure 
the payment of Gross Receipts Tax as required by Section 2810 ofthe Public Utility Code, 66 
Pa. C.S. §2810; and to ensure the supply of electricity at retail in accordance with contracts, 
agreements or arrangements. Payment of claims shall have the following priority: (I) The 
Commonwealth; (II) Electric Distribution Companies for the reimbursement of Gross Receipts 
Tax; and (III) Private individuals. Proceeds of the bond may not be used to pay any penalties or 
fines levied against the Principal for violations of the law, or for the payment of any other tax 
obligations owed to the Commonwealth. 

NOW THEREFORE, if the Principal shall, during the period commencing on the aforesaid date, 
faithfully observe and honestly comply with such rules, regulations and statutes that are 
applicable to an electric generation supplier licensed in Pennsylvania and fulfills its obligation to 
pay the Gross Receipts Tax to the Commonwealth, and to deliver electricity at retail in 
accordance with contracts, agreements and arrangements, as require the execution of this 
bond, then this obligation shall become void and of no effect. 

Provided, the Surety may terminate its future liability under this Bond sixty (60) days after 
furnishing written notice of such intention to terminate, This termination shall not affect the 
liability of the Surety and the Principal for any liability incurred by the Principal prior to the 
effective date of such termination. Any claim under this bond must be instituted within three (3) 
months ofthe effective date of termination. 

ValuSource Energy Services, LLC 
Principal 

Colleen A. Lochefr-Atofiey-ln-Fact 



POWER OF ATTORNEY APPOINTING INDIVIDUAL ATTORNEY-IN-rACT 

L " ' CC.MPi. 'JY. ir. :::.-=:s c s r r c r a c c n . NATJCMAL " IRE iNSURAMCc 

rictsbLT-^r. Psnnsylvania 

-•>.gir cr^e and lawrul Anc rney tsJ - in - rac ; w i d rull ccwer and auU^crir/ nerscy ccnfsr rsc cc sign, saai and exscLita rcr and cn {Jiefr censif bends. 
•jr.cer.zkings and cCiTer cc i fgarcr / insL- jmer . ts or stmiiar naoire 

- In Ur l fnr tsd Amcurcs -

a r c :Q bind • i lem hereby as fOfly and che same ex:enC as 1/ such inscrumencs were signed by 3 duly autneri^sd orficar cf their ecrporadens and 
aii acts cf said Acccmey, pursuant to tfre authcrfT/ hereby given are hereby ratfffed and cc rn r r red . 

"h is P?#er of A z c m e y is made and sxecL/Ted pcrscant to and isy suthc i i f / cr rfie S y - l a w s a r d .Resc/uricr-s, printed an {fie reverse herscf, 

duly adapted, as indicated, by 3 c a r d s cf Oiractcrs cf the ccrccraa'cns. 

In Wi tness Whereo f , ttie CCC Surer / Ccmpanies nave caused ^-.ese presents to be sigr.^c by -heir Grcup Vice President and d e i r 
ccrpcrate seais ta be hereto affixed an this 1st day of -Ji 're , ' SS3 . 

CONTINENTAL CASUALTY COMPANY 
NATIONAL PiRS INSURANCE COMPANY OF HARTrORO 
AMERICAN CASUALTY COMPANY OP RH.AOING, PSNNSYLVANIA 

Mar/in J. Cashicn 

June 

Group Vice President 

1953 , before me personally came 
State cf Illinois, County of Cock, ss: 

On this 1st day of 

Marvin J. Cash/cn. tc me Jcncwn, who, being by me du/y swem, did depesa and say; that he resides in tfie City of Chicago, State of ll l incis; that 
he is a Grcup Vice President of C O N T I N E N T A L CASUALTY COMPANY. NATIONAL FIRS INSURANCE COMPANY OF HARTFORD, and 
AMERICAN CASUALTY C O M P A N Y O F READING, PENNSYLVANIA descr ibed in and which axecuted the above insaument; that he knows the 
seals af said corporations: that tha seals affixed to the said instrument are such corporate seals: that they were so affixed pursuant to authority 
given by th<; Soards cf Directors of said corporations and that he signed his name thereto pursuant to like authority, and acknowledges same to 
be the act and deed of said corporat ions. 

My Commiss ion Expires March 6, 2CC0 

CERTIFICATE 

Mar / Jo Abel Notary Public 

CONTINENTAL CASUALTY COMPANY 
NATIONAL FIRE ;NSL ,RANCE COMPANY OF HARTFORD 
AMERICAN CASUALTY COMPANY OF READING. PENNSYLVANI 

0 
Mar/A, -.zK^'ft^'nis Jss'S.'ani Sifcrelar/ 



Author iz ing By-Laws and Resolutions 

A C C P T z O 3Y THE 5 C A 3 0 OP Q lRHCTOf iS OF C C N u N S N T A L C A S U A L r . ' COMPANY; 

This Fewer cf A -c rney is rrracie and executed pursuant tc and by authority of the fdlcwing 3y -Law duly adopted by uhe Ecard : f Cirectcrs c: 

uhe Company. 

" A r t i c l e IX—Execu t ion of Oocuments 
Secbcn 2. Acpcintrrient cf Attcrney-i'n-facx The Chai rman of the Soard cf Oirectors. the President or any Executive, Senicr c r Group 

Vice President may. from ame ^: ame. apecint by wr i t ten cer^ficates aacrr.eys-in-ract to act in behalf of the Ccmpany in the execue'en cf 
ccfic'es cf insurance, bends, undertakings ando the r cb l igatcr / insnuments of like nature. Such a n a m eys-in-fact, subject to the Jimitaticns 
set fcrth in their respective cerbiicates of authorir/, shail have full power to bind tne Ccmpany by their sign a ture and axecuden cf any such 
instruments and tc attach the seal cf the Company thereto. The Chairman cf the Ecard of C i racx rs , the President cr any Executive. Senicr 
cr Grcup Vice President sr the Ecard cf Qirectcrs, may. at any ame. revoke ail power and autr.crir/ previously given tc any sttcrney-ir-racw' 

'This Pcwer cf A t tc r rey is signed and sealed by facsimile under and by- the authcrity of the fcllcwi'ng Resc luocn adopted by S:e Scard of 

Oirec:ors cf the Ccmpany at a meeting duly called and held on the 17th day cf Fscruary, 1593. 

'Resolved, that d e signature of d e President c r any Executive. Senicr cr Grcup Vice President and d e seal c f d e Company may be 
afnxed by facsimile cn any pcwer of at tcmey granted pursuant cc Secdcn 3 cf Article (X of d e 3y-Laws, and d e signarure of d e Secretary cr 
an Assistant Secrecar/ and d e seal c f d e Ccmpany may be affixed by facsimile to any cer i f icata of any such power and any power cr 
certificate bearing such facsimile signature anc seal shall be valid and bincing on d e Company. Any such power so executed and sealed and 
certified by certincate sc executed' and sealed shall, '/vith respect to any bend cr undertaking to which it is attached, continue tc be valid and 
binding cn d e Company. ' 

A.O OF THO 3Y THE SCAP.O OF DIRECTORS OF A M E R I C A N CASUALTY COMPANY OF READING. PENNSYLVANIA: 

This Pcwer c f At tcmey is made and executed pursuant to and by authority of t i e follcwing By-Law duly adopted by d e Board cf Directors of 

d e Ccmpany. 

"A r t i c le V ! — E x e c u t i o n o f Ob l iga t ions and Appo in tmen t of A t t o m e y - f n - F a c t 
Section Z Appointment of Attarr.ey-in-fact. The Chai rman of d e Board of Directors, d e President or any Executive, Senicr cr Grcup 

Vice President may, from time to time, appoint by wri t ten certif icates attorneys-in-fact to act in behalf of the Company in d e executicn of 
policies of insurance, bonds, undertakings and o d e r obligatory insduments cf like nature. Such attorneys-tn-fact. subject to d e limitations 
set forth in de i r respective cermicatHs cf audcr i ty , shall have full pcwer Co bind d e Company by d e i r signature and execuden of any such 
instruments and' to attach d e seal of d e Company d e r e t o . The President or any Executive, Senior or Group Vice President may at any time 
revoke all pcwer and authorir/ previously given to any attcmey-in-fact." 

This Power cf Attorney is signed and scaled by facsimile under and by d e authority of d e following Resolution adopted by d e Board of 

Oirectcrs cf d e Company at a meeting duly called and held an d e 17tti day cf February, 1SS3. 

'Resolved, d a t d e signature of d e President or any Executive, Senior cr Group V\ca President and d e seal of d e Company may be 
affixed by facsimile on any power of attorney granted pursuant to Section 2 cf Article VI of d e By-Laws, and d e signature of d e Secretar / or 
an Assistant Secretary and d e seal of d e Company may be affixed by facsimile to any certificate of any such power and any power or 
csr^ficate bearing such facsimile signature and seal shall be valid and binding cn d e Company. Any such power sc executed and sealed and 
cermied by certificate so executed and sealed shall ; w i th respect to any bend cr undertaking to which it is attached, continue to be valid and 
binding on d e Company." 

ADOPTED 3Y THE BOARD OF DIRECTORS OF NATIONAL FIRE INSURANCE COMPANY OF HARTFORD: 

This Power of Attorney is made and executed pursuant to and by authority of d e following Resolution duly adopted on Februar/ 17. 1 =93 by 

d e Board of Oirectcrs of d e Company. 

'RESOLVED: That d e President, an Executive Vice President, cr any Senior or Group Vice President of d e Corporation may. from lime 
to ame. appoint, by written certificates, Attorneys- in-Fact io act in behalf of d e Ccrpcraricn in d e execution cf policies of insurance, bends. 
undertaKings and o d e r obligator/ instruments of like nature. Such Attorney-in-Fact, subject to d a limrtacons set forth in de i r respective 
certificates of audcr i ty , shall have full power tc bind d e Corporation by de i r signature and execution of any such instrument and to attach 
d e seal of d e Corporation dereto. The President, an Executive Vice President, any Senior or Group Vice President or d e Board of Directors 
may at any time revoke all power,and authority previously given to any Attorney-in-Fact.* 

Tnis Power of Attorney is signed and sealed by facsimile under and by d e audor i f / of d e following Resolution adopted by d e Board c f 

Oirecrors of d a Company at a meeting duly called and held on d e I 7 d day of r sb rua r / , 13S3. 

"RESOLVED: That d a signature of d e President, an Executiva '/ ice President or any Senior or Group Vice President and d a seal cf 
the Corooraricn may be affixed by facsimile on any power of attorney granted p-jrsuanc ;o d e Resolution adopted by this Board of Directors 
on Fsbruar / 1 7. 1993 and d o signature of a Secretary or an Assistant Secratary and d a seal cf d e Corporation may be affixed by facsimile 
to any certificate of any such pcwer, and any powqr or certif icate bearing such facsimile signature and seal shall be valid and binding an d e 
Corporation. Any such pew^r so axecuied and sealed and certified by c=rtjficale so executed and saaled, shall with respect to any bond cr 
undertaking to which it is amchad. continue to be valid and binding on tho CorocraCicn." 



ATTACHMENT F 

FINANCIAL FITNESS INFORMATION 
DQE 1999 ANNUAL REPORT TO SHAREHOLDERS 



EGS 

Financial Fitness Information 

1. Attached is an organization chart showing ValuSource's internal organization. 

2. ValuSource Energy Services, LLC is a subsidiary of Mononghahela Light & Power Company 
("ML&P"). ML&P is the sole member of Applicant. ML&P holds a certificate of public 
convenience to provide retail electric service in Pennsylvania but does not currently provide retail 
electric service to the public. All of ML&P's common stock is owned by Duquesne Light Company 
("DLC"), a jurisdictional public utility providing retail electric service in portions of western 
Pennsylvania. All of DLC's stock is owned by DQE, Inc., which also owns all common stock of 
Duquesne Enterprises, the unregulated affiliate of DLC. Financial and credit information for DQE, 
Inc. may be found in the attached "1999 Annual Report to Shareholders" for DQE, Inc. 

3. ValuSource's financial information is part of the consolidated statements of DQE. However, 
ValuSource maintains separate books under DQE. See the attached DQE, Inc. Annual Report. 

4. ValuSource's subsidiary relationships with its parent organization, DQE, Inc., provides solid 
support of its financial fitness to become a Broker/Marketer/Aggregator engaged in the business 
of supplying electricity in the Commonwealth of Pennsylvania. 

5. Major insurance coverage applicable to ValuSource: 

ValuSource is a wholly-owned subsidiary of DQE, a Pittsburgh-based energy services company. 
ValuSource is insured under the master programs of DQE with limits and deductibles appropriate 
for a company of its size and financial resources. DQE insurance coverages include public 
liability, automobile liability, fiduciary liability, and blanket crime - each with limits in excess of $5 
million. 

Separately, ValuSource maintains insurance in full compliance with the Workers' Compensation 
and Occupational Disease Act of Pennsylvania. 
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DQE 
1999 Annuo) Report 
to Shareholders 



D Q E is a g row th ut i l i ty, del iver ing essential products, inc lud ing e lect r ic i ty , wa te r and 

gas. O u r business lines op t im i ze corpora te per fo rmance and shareholder value by 

applying leading-edge technology and leveraging core competenc ies to create greater 

value t h rough our cus tomer relat ionships. 



Duquesne 
L ight 

A leader in the 

transmission 

and distribution of electric energy, 

offering technological innovation 

. and superior customer service' 

and reliability to more than half a 

million direct customers through

out southwestern Pennsylvania, 

(pages 10-11) 

D Q E 
Enterpr ises* 

D Q E Systems* 

,A solutions % ? ^ ; > T -

i company that ' ' - * * - ^ -

provides growth,.efficiency and 

value through the delivery of " 

propane and telecommunications, 

and through utility contract 

operations, 

{pages 14-15) 

f ^ j l l l l l g v AquaSource 

A .water and 

' i- - • wastewater man- • 

agement company that increases' 

^ efficiency and provides better 

' customer service through 

. aggregation, 

.(pages 16-17) 

D Q E 
g g g g a g ? T \ Energy Services 

~ * 3 £ ^ A diversified 

^ ^ m ^ ^ energy services , 

company offering a wide range of 

energy outsourcing solutions for 

industrial, manufacturing, airport 

and institutional markets, including 

ownership, operation and mainte

nance of energy facilities and the 

development of specialty fuels. 

(page 18) 

D Q E 
Financial Corp . * 

m ' M \ An investment 

and port fo l io 

management organization focusing 

• its financial expertise in structured 

finance and alternative energy 

markets, 

(page 19) 

* Nome was changed, effective Jan. I, 2000, to better reflect its reiationship to the parent company. 

The Stability of a Utility. The Spirit of a Dot Com. 

Imagine a utility with all of the solid returns that you'd expect from a long-term 

investment. Now add the energy, entrepreneurship, and cutting edge technology 

that's at the heart and soul of every dot com out there. • T h a t ' s us, D Q E . • 

Sure we deliver electricity, but we deliver a lot of other things as well. • We 

deliver water. We deliver propane. We even deliver advanced communication 

services. • And with our continuing expansion into e-commerce, we also deliver 

profitable ideas that capitalize on expanding markets. In short, we're a whole new 

breed of utility that delivers life's most basic needs. • Including value and growth. 

D Q E : T h e G r o w t h Uti l i ty 

O n e 



1999 (998 T Change 

$2.65 $2.52* 5.2% 
$0.70 $0.66 6.1% 

$1.52 $1.44 5.6% 

$201 $197* 2.0% 
$53 $51 3.9% 

14.1% 13.1% -

75.5 77.7 -2.8% 
71.8 77.4 -7.2% 

$1,341 $1,255 6.9% 
$200 $91 119.8% 

$5,609 
$1,421 

$5,366 
$1,206 

4.5% 
17.8% 
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David D. Marshall 
Chairman, President and 
Chief"Executive Officer 

Delivering Results 
I am particularly pleased with our Annual Report theme because it focuses on 
something every investor is concerned about: results. During 1999, and amidst 
the fundamental restructuring of our electric business, your company successfully 
accomplished each of the strategic initiatives discussed in the previous year's 
annual report.These results are the product of a sound, consistent strategy that 
is geared toward enhancing the value of your investment, satisfying customers 
and creating an enriching work environment for our employees. 

Earnings and Dividend Growth Continues 

Our earnings per share for the year were $2.65, a 5.2% increase from the previ
ous year's operating earnings per share. This is attributable to continued growth 
of our expanded business lines and another solid year at Duquesne Light. 
Dividends paid per common share increased by 5.6% over the 1998 level. Our 
five-year earnings per share growth rate is among the industry's highest, averag
ing 6%. At the same time, DQE is one of only two utilities to have increased its 
dividend by 5% or more annually throughout the last decade. Our payout ratio 
— the portion of our earnings paid to investors in the form of a dividend — 
remains among the lowest in the industry at 58%. This low payout ratio, 
combined with our expected generation auction proceeds, gives us the liquidity 
to continue to increase our dividends, repurchase shares of stock, and make 
investments that increase shareholder value. 

Cour t Ruling Allows Generation Swap and Sale to Proceed 
Late last year, the U.S. District Court for the Western District of Pennsylvania 
ruled that DQE properly terminated its merger agreement with Allegheny 
Energy, and that Allegheny's claim of breach of contract had no merit. That 
same day, DQE subsidiary Duquesne Light finalized its generation exchange 
with FirstEnergy, completely ending our involvement in nuclear generation. 

The completion of the exchange allows the sale of Duquesne's generation 
plants to proceed, with an expected closing in the second quarter of 2000. 
While Allegheny has since appealed the District Court judge's opinion, we 
are moving forward with the generation sale. 

The auction results were very positive for both shareholders and customers 
because we were able to take advantage of a seller's market. The sale price 
of $1.7 billion is nearly double the national average received in auctions of this 
type. We will use the proceeds from the generation sale to retire debt and 
equity at a much smaller Duquesne Light Company, while providing DQE 
additional resources to pursue our growth and diversification strategy. 

The exceptional result from the generation sale will allow us to end the collec
tion of transition costs from most customers in 2001.This is the earliest— by 
five years — of any other major electric utility in Pennsylvania and one of the 
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tf* These results are the product of a 

sound, consistent strategy 
geared toward e n h a n c i n g 

the value of your investment. 

earliest in the nation. Elimination of the transition cost charge will result in an 
estimated 25% rate reduction for most of our electric customers as our wires 
company transforms into a performance-based regulated business. 

Our Low-Risk Delivery Business Continues to Grow 
We believe that your interest is best served through our ongoing focus on the 
delivery business in this rapidly changing environment. We see continuing 
aggregation of delivery systems as an opportunity to produce solid returns with 
limited risk. We made tremendous progress in the aggregation of both propane 
and water customers last year. 

DQE Systems' ProAm subsidiary now serves approximately 71,000 customers, 
and has quietly become the 14th largest propane delivery company in the 
country. We are working to capture economies of scale and achieve geographic 
diversity to mitigate the potential for variability in sales due to weather. 

AquaSource is focusing on realizing the benefits of our strategy to cluster 
groups of small companies in high growth regions of the country. AquaSource 

currently provides water and wastewater 
services to more than 400,000 customers 
while maintaining a good track record for 
customer service and community leadership. 

Optimizing the Core 
We have the ability to achieve synergies 
in a delivery services acquisition strategy by 
capitalizing on our existing corporate services 
infrastructure. In particular, our regulatory 

and customer service focus will enable us to continue to provide earnings 
growth from investments in low-risk, regulated industries. At the same time, we 
seek out other investment opportunities where we can put to work our utility 
expertise in technology, environmental management and regulatory matters. 

For example, as one of the largest independent collectors and processors of 
landfill gas, DQE Financial Corp. currently has the rights to the landfill gas at 
26 sites. Our strategy is not only to maintain and grow our presence in landfill 
gas investments, but also to leverage our industry expertise by providing a 
comprehensive solution to existing landfills in need of gas collection system 
design, construction and operation. 

DQE Energy Services is building a portfolio of innovative energy solutions, 
including a state-of-the-art energy facility to service the new Detroit Airport 
Midfield Terminal Complex. 

In addition, DQE Systems is stepping into the world of telecommunications in 
a unique, entrepreneurial way that has little downside risk. Local officials hailed 
our recent introduction of a state-of-the-art metropolitan fiber optic network. 
It provides the infrastructure for the most densely populated business districts 
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in the Pittsburgh region to obtain local access to advanced telecommunications 
and data services. 

The Value of Customers 
We already have begun to see that the value of our company is more than the 
value derived from our growing stream of delivery business profits. There is sig
nificant value in providing immediate customer outlets for our investments in 
early-stage energy technology, telecommunications and e-commerce businesses. 
DQE Enterprises' incubation of these types of businesses has captured the 
attention of the financial community. DQE stock reached an all-time high of $53 
on January 24,2000. We believe there will be continued long-term growth in our 
company's value as we execute on these types of investments. As of the end of 
February, your investment in DQE has delivered a total return of 434% over the 
last 10 years, comparing favorably to the 425% achieved by the Standard & 
Poor's 500 Index. During the same time frame, the Standard & Poor's Electric 
Utility Index achieved a total return of 108%. 

Thanks and Farewell to Key Board Members 
With an incredible year of accomplishments behind us and yet another promis
ing year ahead of us, I am grateful for the counsel of our knowledgeable and 
committed Board of Directors. I'd especially like to thank Bill Knoell, a former 
lead director, and Tom Murrin, another key contributor, who are concluding their 
valuable service with our board, following this year's annual meeting.Their wis
dom and stewardship helped guide us through some of the most challenging 
years in our company's history. At the same time, I am pleased to announce that 
Steven Rogers, a professor of entrepreneurship at Northwestern University's 
Kellogg Graduate School of Management, has joined the board. 

I am thankful for the experience, dedication and hard work of my colleagues 
throughout this company. In these exciting times, I cannot imagine a better 
business to be in. And I certainly cannot imagine a more talented, devoted 
group of people with whom I could work. 

Our Mission: Creating Value 
As your company continues to evolve, we will balance short-term results and 
long-term value creation. Each initiative that I have outlined is designed to fulfill 
our mission of creating value for you. We are confident and excited about 
DQE's future. We see opportunities to continue to grow our business and your 
investment, and we intend to take advantage of them. We have a clear game plan, 
and the determination and confidence to make DQE a leader in the delivery 
business — electricity, water, propane, landfill gas, telecommunications, energy 
technologies and e-commerce — while delivering results. 

David D. Marshall 
Chairman, President and Chief Executive Officer 

March 10,2000 
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David Marshall Responds to Frequently Asked Shareholder Questions 

C o m p a r i s o n o f I 0 - Y e a r C u m u l a t i v e T o t a l R e t u r n 

434% 
•A 425% 

1 DQE 
1 S&P 500 
1 S&P Bectrk Utility Index 

Assumes $/00 investment on February 28, 
For the 12 months ended February 28 

Vi/ Why did electric utility stocks experience a tough year in 1999? 

The market's focus on technology stocks throughout 1999 created price 
weakness in a number of industries that attract traditional value investors. 

Moreover, last year's interest rate increases also caused capital intensive electric 
utility stocks to languish. Even though DQE outperformed the Standard & Poor's 

Electric Utility Index, its price dropped by 
21%. We saw this as a great buying 
opportunity and purchased approximately 
5.7 million shares of our common stock 
in the open market. 

The stock price has rebounded signifi
cantly in the new year, and DQE has 
enjoyed a 34.3% price appreciation 
through the end of February, while 

108% t ' i e Standard & Poor's 500 Index has 
experienced a negative return in this 
same time frame. 

Why has DQE's stock price 
appreciated so significantly 
thus far in 2000? 

990 

We believe the market is reacting 
favorably to DQE's strategic 

investments in energy-related technology - principally e-commerce and fuel 
cells. These types of companies, as well as other utilities with interests in these 
sectors, have garnered the attention of savvy investors and have appreciated 
notably. Combine these investments with the steady cash flow of our utility 
delivery businesses and you have a winning investment combination. The 
financial community has readily recognized our strong shareholder orientation 
and ability to deliver results. And the price of our stock is reflective of that. 

1 Why should investors consider DQE a solid investment opportunity? 

DQE provides a "kicker" to a prospective investor with a growth and value 
orientation. We have been positioning DQE as an evolving utility delivery 

company, providing essential products to homes and businesses, and developing 
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technologies that make these delivered products more valuable for customers. 
We offer the stability of a utility investment...with the entrepreneurial spirit of 
a dot com business. While DQE has provided investors with one of the strongest 
earnings and dividend records in the industry over the past decade, it has iden
tified market opportunities earlier than other utilities, enabling the company to 
carve out the most profitable business niches within industries that focus on 
the delivery of essential products. 

What other factors make DQE a good investment? 

Our company is comprised of many talented, diverse and dedicated people. 
While we have a solid core of utility experience and expertise, 75 percent 

of our top 50 managers came from industries outside the electric business. 

We have fostered a culture where each business has an opportunity to share in 
the rewards of creating shareholder value. Each one of our subsidiaries has the 
autonomy to design its own business, within corporate guidelines. As a result, 
we now have six diverse yet related initiatives that add value for DQE. 

^ °^ ) Why are we selling our generation assets? 

We do not have sufficient generation capacity to compete effectively in a 
wholesale electricity market that is newly deregulated and will be volatile. 

Consequently, we do not want to expose shareholders to the associated risks. 

Our company is comprised of many 

talented, diverse and 
dedicated people. 

The extremely hot weather that 
gripped most sections of the country 
last July again demonstrated the 
volatility of the generation market and 
the direct impact it can have on share
holders. The prolonged heat wave led 
to unprecedented market prices for 
purchased power, record demand by 

customers and regional generation capacity constraints. While our power plants 
were able to produce and sell large amounts of electricity, we needed more to 
serve our customers. As a result, we had to purchase power on the open market 
at prices as much as 20 times the typical price for a kilowatt-hour of electricity. 
Due to these unexpected costs, July's earnings were reduced by approximately 
18 cents per share of common stock. 

This real-time, real-life experience clearly demonstrates the advantage large 
multi-region generators have in the new competitive marketplace. While we are 
proud of our history in electric generation, we firmly believe it is not prudent 

S e v e n 



HgUUUtt 

co expose our shareholders to risks of this nature. As other states have gone 
through customer choice restructuring, many companies - larger than we are -
have agreed to sell their power plants to ensure their shareholders are treated 
fairly regarding transition cost recovery. We see the auction of Duquesne Light's 
generating stations and provider of last resort obligation as a means to further 
reduce shareholder risk and customer costs. 

€ S W e offer the S t a b i l i t y of a utility 

investment...with the 

As you fook beyond 2000, what is your 

vision for the company? 

of a dot com business. $® 

We believe we can continue co be a 
growth utility with higher-than-average 

utility returns. Each of our businesses is an 
important building block in our ongoing efforts 
to create shareholder value. Each has its spe

cific business strategies and initiatives, yet recognizes the importance of leverag
ing our core competencies and cross-pollinating expertise to create synergies. 

Rather than focusing exclusively on the electric business, we are carving out a 
niche for the distribution portion of all utilities. We focus on distribution because 
it is a stable, low-risk type of business. Moreover, we have all of the professional 
corporate services that are needed to run any kind of mass utility service. 

In addition, the growing and successful e-commerce businesses incubated by our 
DQE Enterprises subsidiary are helping our customers derive greater value from 
the essential products we provide. We have a proven track record of success in 
this area: success in terms of increased shareholder value, as well as benefits that 
accrue to the small companies that have been incubated. These win-win initiatives 
attract additional deal flow as our pipeline of businesses provides an ever-increasing 
number of services to a growing number of delivery customers. Periodically 
monetizing some of these investments at opportunistic junctures delivers 
short-term results that help balance long-term shareholder objectives. 

As the electric utility business continues to consolidate because of deregulation, 
we recognize that we are a smaller player. However, by virtue of our relatively 
small size, we've learned to be nimble and react quickly to opportunities. We 
look at shareholder value as a stairway process. And while we can't predict exactly 
what our company will look like five years from now, we have a history of accu
rately forecasting and identifying trends, and an instinct for opportunity. From 
our formation of the holding company in 1989, which enabled us to grow and 
diversify our business lines, to our early entrance into energy technology and 
e-commerce, to our swap out of nuclear generation, we have earned a reputa
tion of being ahead of the pack...for leading the game. We have been able to 
capitalize on our extensive experience in energy delivery and our position as an 
early leader in deregulation to grow and prosper in new and exciting ways that 
profitably expand the boundaries of the traditional utility business. We want to 
make sure that we continue to create value with each step we take. 
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Daniel Berg 

70.Term expires 2000 (1,2, 7). Institute 

Professor, Rensselaer Polytechnic Institute. 

Chairman of the Board and Director, 

Crystek Crystal Corporat ion (manufacturer of high relia

bility crystals for microprocessors and oscillators). Other 

directorships include HyTech Machine, Inc. (specialty parts), 

and Joachim Machinery Co., Inc. (distributor of machine 

tools). 

Doreen E. Boyce 

65.Term expires 2001 (3,5). President of 

the Buhl Foundation (supports educational 

and community programs). Directorships 

include Microbac Laboratories, Inc. (analytical testing labora

tory group) and Dollar Bank, Federal Savings Bank. Chair of 

Franklin & Marshall College Board ofTrustees. 

Rober t P. Bozzone * 

66.Term expires 2000 ( I , 3, 6).Vice 

Chairman of Allegheny Technologies, Inc. 

(specialty metals production). Life member 

of ASM International {engineering technical society). 

Directorships include Allegheny Technologies, Inc.Teledyne 

Technologies, Inc., and The Pittsburgh Foundation. Non

executive Chairman of Waterp ik Technologies, Inc. Former 

Chairman, Pittsburgh branch of the Federal Reserve Bank 

of Cleveland.Trustee of Rensselaer Polytechnic Institute. 

Sigo Folk 

65.Term expires 2002 (2, 3,4,6) . 

Management of personal investments. 

Chairman of Maurice Falk Medical Fund, 

the Leon falk Family Trust, and the Chatham College Board 

ofTrustees. Directorships include the Historical Society 

of Western Pennsylvania and the Allegheny Land Trust. 

David D. Marshall 

47.Term expires 2001 (2 ,5 ,6 ,7 ) . Chairman, 

President and Chief Executive Officer of 

DQE. Directorships include the Allegheny 

Conference on Community Development and the 

Duquesne Club. 

Thomas J. Murrin 

70.Term expires 2000 (2, 7). Dean, A.J. 

Palumbo School of Business and John F. 

Donahue Graduate School of Business, 

Duquesne University; former Deputy Secretary of U.S. 

Dept. of Commerce; former President,Westinghouse 

Electric Corporat ion Energy and Advanced Technology 

Group. Member of the Executive Committee of the U.S. 

Council on Competitiveness, the A i rpo r t Author i ty of 

Pittsburgh International A i rpo r t and Chairman of the 

Pittsburgh Tissue Engineering Institute. 

Steven S. Rogers 

42.Term expires 2000 (1,2). Clinical 

Professor of Finance & Management, J. L. 

Kellogg Graduate School of Management, 

Northwestern University. Directorships include S.C. 

Johnson & Son, Inc. (manufacturer of household cleaning, 

personal care and insecticide products) and Supervalu, Inc. 

(supermarket retailer and food distr ibutor). 

Eric W. Spr inger 

70.Term expires 2002 (1,5). O f Counsel, 

Horty, Springer and Mattern, RC. (attor-

neys-at-law).Trustee of the Maurice Falk 

Medical Fund and Trustee Emeritus of the University of 

Pittsburgh Medical Center. Past President of the Allegheny 

County Bar Association. 

W i l l i a m H. Knoe l l * 

75.Term expires 2000 (2 ,4 ,6 ,7 ) . Retired 

Chairman and Chief Executive Officer 

of Cyclops Industries, Inc. (basic and 

specialty steels and fabricated steel products; industrial 

and commercial construction). Directorships include 

Cabot Oi l and Gas Corporat ion and S L Clair Memorial 

Hospital. Life trustee of Carnegie Mellon University. 

DQE C o m m i t t e e s : 

1. Audit 

2. Business Development 

3. Compensation 

4. Corporate Governance 

5. Employmenc and Community Relations 

6. Executive 

7. Nuclear Review (dissolved 12/99) 

* Lead Director (8/96-6/99) 
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For more than a century, Duquesne Light has been in the forefront 

of the electric energy market , w i th a history rooted in technological 

innovation and superior customer service. Today the company again 

is an industry leader — this t ime in the transit ion to electric 

compet i t ion in Pennsylvania. 

Evolving at the Speed of Light 

www.duquesnel/g/it.com mm 

In about one year's time, Duquesne Light is transitioning from a vertically 

integrated utility into a much smaller transmission and distribution services 

company. While smaller, it will have the same focus on customers, technology 

and shareholders. 

1999 was an extraordinary year for Duquesne Light by every measure. The auc

tion of its generating assets was extremely successful, capturing a price of $1.7 

billion, which will virtually eliminate the company's transition costs related to 

the implementation of customer choice in Pennsylvania by 2001. Overall reliabili

ty levels significantly exceeded the targets set for the company by the state 

Public Utility Commission. Customer satisfaction averages reached the highest 

levels Duquesne has ever 

O i / n achieved, no doubt helped by 

the fact that customers are 

experiencing the opportunity 

to choose their electric gener

ation supplier for the first time. 

The successful start-up of a new customer service telephone call center in 1999 

helped improve current performance in that area, and enhanced future capability. 

As a result of its decision to exit the electricity generation business, and the 

expected closing of its generation sale in the second quarter of 2000, Duquesne 

Light will be able to offer its customers the shortest transition to competition 

of any major electric utility in the state. In 2001, almost all of Duquesne's 

customers will experience a watershed event — a 25 percent decrease in 

rates. Duquesne will end the collection of transition costs five years earlier than 

any other Pennsylvania utility. 

Leading the movement to customer choice presents some major challenges. 

Duquesne Light now must match its capabilities and costs to fit a much smaller 

revenue stream from customers. That means the utility must work smarter to 

provide customers with a reliable system and excellent customer service, but 

with fewer people and at a lower overall cost. 

As its rates begin to fall with the expiration of the Competitive Transition 

Charge, and as generation competition heats up, Duquesne Light will have an 

opportunity to take customer satisfaction to even higher levels. Two operating 

priorities will be to improve effectiveness during outages as well as the quality 

of call center operations. In addition, the utility's customer base has expanded 

from residential, commercial and industrial customers to include the companies 
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that have assumed Duquesne Light's role as generator of electricity. They now 

are key accounts for the utility, and present new opportunities for growth. 

With the company's transition to a delivery-only utility, reliability takes on 

increased importance — especially with performance-based ratemaking on the 

horizon in Pennsylvania. The company will continue to implement new technolo

gy to improve reliability and customer service. Duquesne Light is one of only a 

few utilities in the world offering the comprehensive package of services available 

through its Customer Advanced Reliability System. In addition to currently pro

viding electronic meter" reading, it also is a critical link in the company's new out

age management system. This system, to be fully operational by the end of 2000, 

is designed not only to directly detect outages at individual homes and business

es, but also to pinpoint the causes, calculate restoration-time estimates, help 

coordinate repair efforts and store all of this information for after-storm analysis. 

Over the next year, the new Pennsylvania energy marketplace will continue to 

evolve. Market participants will experiment with various operations and strate

gies. Customers will make choices. Since Duquesne Light is not affiliated with 

any particular electricity supplier, it can objectively offer customers services 

from companies such as DQE Enterprises' Enermetrix.com (see page 13) to help 

facilitate competitive market prices, without the financial risks of energy trading. 

As it transitions toward becoming the very best wires and customer service 

company, Duquesne Light will pursue best-in-class utility performance, explore 

innovative opportunities close to the core^business. and, provide solid returns for DQE. 

Duquesne L ight wi l l focus 

on del ivering outstanding 

rel iabi l i ty and cus tomer 

service as i t t ransi t ions in to 

a transmission and dist r i 

but ion services company. 



A n impor tan t par t of DQE's growth strategy is the provision of 

services that extend the customer value of essential products, such as 

electricity, water and natural gas. DQE Enterprises acquires, develops 

and invests in businesses that use technology to make products like 

these more useful and cost-effective. 

Incubating Growth & Value 

DQE Enterprises has built a business equipped with motivated, focused teams 

that have proven track records and the ability to provide products and services 

that link to, or expand, DQE's current offerings. Enterprises not only brings to 

the table strategic and financial oversight, it also fosters the entrepreneurial 

spirit that has created its partners' successes. DQE Enterprises' companies are 

developed as stand-alone businesses, each with its own specialized management 

team, whose interests are carefully aligned with those of DQE. These businesses 

have attractive fundamentals and are expected to be particularly synergistic with 

DQE's core utility delivery businesses. Synergies and linkages with DQE affiliates 

are offered as options, not mandates, to enhance competitiveness, reduce time 

to market and increase 

O profitability. 

www. dqeenterprises.com 

Name Change 

Our nome was changed Co DQE Enterprises, 

effective Jan. 1,2000, to better reflect our 

re/ationship to the parent company. 

DQE Enterprises' proven 

track record of success 

in incubating promising 

businesses attracts additional deal flow as Enterprises' pipeline of businesses 

provides an ever-increasing number of services to a growing number of utility 

delivery customers. Just as DQE Enterprises seeks out investment opportunities, 

e-businesses are seeking out DQE Enterprises to help them develop and 

position their companies, recognizing its business acumen. 

DQE Enterprises currently has investments in a number of businesses, in various 

stages of development, which are involved in electronic commerce and energy 

services and technologies. Enterprises is gaining increasing recognition as an 

"e-lectricity" incubator, both from the financial community and publications such 

as Barron's, Forbes, Information Week, Fortune, Power Executive, The Wall Street Journal 

and Red Herring. Many of the higher growth companies Enterprises has invested 

in differentiate their services through the application of technology and the 

development of intense, interactive and automated relationships with customers 

through the Internet. Among DQE Enterprises' e-business ventures are: 
i 

• Enermetrix.com (see related story), the most active U.S. retail Internet energy auction 

procurement service for industrial and commercial energy users. 

• On/ineChoice.com, which uses the Internet to aggregate customers into buying pools 

to purchase electricity, natural gas, communications and other essential services at 

lower rates through volume discounts. 
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D Q E Enterprises' successful incubation 

of energy technology and e-commerce 

businesses has attracted considerable 

interest from the financial community. 

• Broadpoint Communications' FreeWay service, which enables customers to earn 

free long-distance telephone calling time in return for listening to short audio 

advertisements. 

' Predictive Data's DepositSaver.com service, which replaces a landlord's requirement 

for a cash deposit with a first-of-its-kind insurance product 

DQE Enterprises also owns an interest in three companies involved in energy 
technology, including distributed generation and fuel cells, and has a strong 
presence in the energy services field. 

As these companies develop and demonstrate their business models. Enterprises 
encourages them to bring on third-party investors and partners, often from 
other industries and the venture capital community, to help develop and position 
their businesses. Many of these platform companies continue to evaluate the 
variety of financial alternatives available to them, including initial public offerings. 
Each recognizes the benefits of public ownership, such as efficient access to 
capital and the commercial visibility that accrues to companies that are the first 
in their business space to become public companies. 

V .Enermetnx.com is the leader in 

Internet commerce for energy. 

. A member of" Information Week's 

' E-Business / 00 List Twice awarded 

• the prestigious CIO WebBustness 

X^SOISOAward. Nominated by.. 

f•Microsoft Chairman Bill Gates for ihe 

• . •, renowned Smithsonian Award in the . 

.energy category. Enermetrix.com uses 

• the web to better facilitate energy 

. transactions, bringing enormous • 

savings of time and money to 

•'.'thousands of businesses throughout 

North America. 

' Enermetrix.com's award-winning 

) ,/nternet commerce system is the 

' nation's most active internet exchange 

• for commercial, industrial and other 

• energy transactions. Users of electricity 

and natural gas post energy require-

'. ments on a secure web site and use 

'.,an on-line Internet auction, involving 

^ more than 55 energy suppliers, to 

,( purchase energy at the lowest possi-

• '.ble price. Enermetrix.com currently 

/ has more than 4,000 industrial and 

•' commercial customers, facilitating 

millions of dollars in energy transac

tions in 1999 alone. Enermetrix.com 

revolutionizes the way its users 

manage deregulated energy business 

• A third round of equity financing, 

' .totaling $20 mitlion, will allow 

Enermetrix.com, in conjunction with 

GE Power Systems, to accelerate 

.. .its deveiopment and deployment 

of Internet technology and services 

. to deregulating energy markets 

' around the globe. ' 
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DQE Systems is providing growth, efficiency and value through the delivery 

of propane and telecommunicat ions, and through uti l i ty contract operations. 

Delivering Growth, 

Efficiency and Value 

mm 

A natural extension of DQE's energy delivery business and aggregation strategy, 

P roAm, "Propane for America," currently is the \ 4 t h largest retail propane 

company in the United States, with approximately 71,000 customers. 

Industry consolidation is providing market opportunities in this highly fragmented 

business. In addition, key segments of the consumer population are migrating to 

rural and resort community areas that 

provide an expanding customer base for 

propane sales, while technological develop

ments and environmental regulations are 

improving consumer economics for use of 

this fuel. 

Name Change 

Our name was changed to DQE Systems, effective 

Jan. /, 2000, to better reflect our business focus 

and our re/at/onsfiip to the parent company. 

ProAm's success in implementing a growth through acquisition strategy is 

predicated on leveraging its competitive advantages: 

• a structured acquisition process that includes continuous identification of 

opportunities, thorough due diligence, and timely access to capital 

• scale and scope of operations, whereby ProAm captures economies that are 

unachievab/e by small. Independent operations 

• marketing acumen, and 

• environmentoi expertise that ensures compliance with health and safety requirements 

In addition, ProAm is maintaining its focus on meeting critical success factors, 

such as achieving regional diversity to mitigate the effects of weather variability, 

adhering to strict investment criteria to ensure financial results are achievable, 

and maintaining a management framework to control operations throughout this 

aggregation process. ProAm's vision is to become one of the nation's leading 

propane retailers. Its national presence assures customers of competitive pricing, 

while local retail operators emphasize meeting customers' needs. 

DQE Communicat ions Provides Fiber Opt ic Gateway 

DQE also has expanded its entry into the world of telecommunications in a 

way that is entrepreneurial, yet has little downside risk. Late in 1999, DQE 

Communications completed an ambitious new construction project — a build-

out of a state-of-the-art metropolitan fiber optic network.The Fiber Optic 

Gateway is available for leasing by businesses as well as telecommunications and 

data service providers. This high capacity dark fiber 200-mile backbone — featuring 
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50,000 fiber miles — will accelerate innovative broadband services and 

advanced telecommunications and launch the Pittsburgh metropolitan region 

into a new era of high performance business and communications applications. 

An ever-increasing dependency on the Internet, the daily emergence of 

new video and data applications, and the heightened need for secure 

transmission have created a dramatic demand for telecommunications capacity. 

This competitor-neutral, dark fiber infrastructure enables customized, secure, 

unmetered networks that are immediately available. 

DQE Systems provides growth, efficiency 

and value through the delivery of propane 

and te lecommunicat ions, and through 

ut i l i ty contract operations. 
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AquaSource provides DQE with a unique opportunity to enhance 
profitability and leverage its utility management expertise through the 
aggregation of water and wastewater companies and the contract 
operation of municipal and water utility systems throughout the country. 

Delivering Water 
and Quality Service 

Traditionally, the water and wastewater industry has been a fragmented one, 
including more than 60,000 small, privately owned water systems. In addition, 
municipalities provide more than 85% of water and wastewater service. These 
system owners are faced with a growing number of unfunded regulatory man
dates. As a result, more and more owners and operators, including municipalities, 
are partnering in creative ways to improve the efficiency of their water and 
wastewater utilities. Regulators across the country continue to look favorably on 
consolidation of smaller water and wastewater utilities. And there is a growing 
trend toward private company contract operation of municipal systems. 

£—' www.aniifttofir www. aqiiosource.com 

AquaSource's mission is to acquire or operate water systems in high-growth 
regions. The company is made up of hundreds of 
water and wastewater systems, the majority being 
small to mid-sized systems serving 1,000 to 3,000 
households. The largest investor-owned water utility 
in Texas, AquaSource increases efficiency and provides 
better service through economies of scale that 
smaller systems cannot always offer. 

AquaSource currently is focusing on realizing the benefits of its cluster strategy. 
Management is implementing performance measures and master plans for each 
region that concentrate on increasing revenue, driving out duplicate costs, 
controlling expenses, and increasing accountability. 

DQE is enhancing AquaSource's focus on improving efficiency by providing 
information technology and regulatory expertise, as well as our successful 
management discipline. Two such initiatives currently under way are an 
integrated rate filing for all of AquaSource's Texas acquisitions as well as the 
introduction of automated meter reading. 

At the same time, AquaSource is building a corporate culture that fosters the 
drive and energy that has fueled the company's growth, yet adds the controls 
and processes necessary to run a successful water utility. 

In addition to providing a plentiful supply of safe, clean water at the lowest 
possible price, AquaSource is committed to being accessible and responsive. 
An industry leader in customer service, AquaSource provides convenient 
on-line access to everything from customer service representatives to annual 
reports on water quality. 

S i x t e e n 



Partnerships with homebuilders and 

land developers to provide water and 

wastewater facilities offer promising 

prospects for long-term customer 

growth while complementing 

AquaSource's aggregation strategy. 

More than 50 projects currently are 

in development in Texas, with the 

.potential for water and wastewater 

connections to 20,000 homes. As 

a result of this promising start, the 

System Areo Deve/opment program 

is being rolled out in other fiigh-

growtii regions of the country. 

Experienced AquaSource profession

als are trained in multi-phase design, 

which greatly enhances the com

pany's ability to control costs, select 

construction materials and provide 

innovative solutions to site and 

construction problems. The goal is to 

provide customers the highest level of 

service and satisfaction while 

AquaSource achieves a solid return 

on its investment. 

By aggregating smal l wa te r companies, 

AquaSource improves cus tomer 

service and adds shareholder value. 

Moving forward, AquaSource will be working to further increase its customer 

base through the contract operation of small and mid-sized systems, in conjunction 

with DQE Systems. With continued growth through contract operations and the 

Service Area Development program (see related story), increased efficiency of 

existing clusters, and selected aggregation, AquaSource is poised to become one 

of the top water companies in the country. 
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The Energy Facility Solution 

o 

DQE Energy Services offers a wide range of solutions for industrial, 

manufacturing, a i rpor t and insti tut ional markets. A diversified energy 

services company, DQE Energy Services has the expertise to develop, 

own, operate, upgrade and maintain central energy facilities serving 

customer-specific sites. Core competencies include the innovative 

design, engineering, construct ion, project management, operation and 

maintenance of power, thermal generation and alternative fuel facilities. 

As domestic and international competition increases, many industrial and institu

tional entities are taking a much harder look at energy costs to try to gain an 

advantage. However, corporate and institutional managers often lack energy 

procurement and energy management skills, and many energy facilities are old, 

inadequately maintained and inefficient. An industry trend toward outsourcing 

of non-core utility assets and contracting for operation and maintenance 

services continues as a result of these pressures. 

.' Leveraging its'demonstrated^perform- • 

•/ ance at the Pittsburgh international •^}<^, 

Airport Energy Facility, and the recent,.. 

award of the nationally bid Detroit ^ V ? ^ .• • 

Airport contract, DQE Energy Services .' 

•/WS"well.positioned to become'-dn indus- .c "; 

try leader in.the airport energy facility . 

" niche market • ; 

'..Development of the Detroit Airport ' • 

,. ;Energy?Faci/ity project is ahead of " 

•''•.schedule and oh budget This state-of- . 

'^the^art central utility complex will pro- . _• 

; vide all of,the electric, heating and 

'"'cooling requirements for the new 

Midfteld Terminal Complex. •'• • • • 

DQE Energy Services helps customers 

t o focus on the i r core businesses and 

op t im ize energy assets by providing a 

range of outsourced suppor t for energy 

facil i ty projects. 

E i g h t e e n 

DQE Energy Services optimizes performance by applying a flexible, innovative 

approach to solving each customer's specific energy needs. Moreover, customers 

can take advantage of a wide range of synergies and linkages with other DQE 

affiliates in the energy facility/utility services marketplace. DQE is strategically 

positioned to capitalize on the diverse portfolio of utility and energy services 

contained within its corporate umbrella, including: 

• full scope municipal utility management services with AquaSource and DQE Systems 

• combined landfill gas operations and power generation projects with DQE Financial 

Corp., and 

• use of Enermetrix.com's energy exchange for the purchase of electricity and gas as 

part of an energy facility management package 

DQE Energy Services' current energy facility contracts include: operations and 

maintenance for the Pittsburgh International Airport Energy Facility; operations, 

maintenance, facility optimization and energy supply for H.J. Heinz factories in 

Pittsburgh, Pa., and Leamington, Ontario; a joint venture with MichConGas to 

build, operate and maintain the new energy facility for the Detroit Airport 

Midfield Terminal Project; and the ownership/operation of a 10-megawatt landfill 

gas energy facility in Monmouth, N.J. Although competition for these types of 

projects is keen, DQE Energy Services is focused on finding unique opportunities 

to aggregate an attractive project portfolio, leveraging its operations and mainte

nance expertise to deliver results and added value. 



Financial Expertise Optimizes Investment Performance 

O O 

STS?1 

Since its inception as Montauk in 1990, it has been DQE Financial 

Corp.'s pr imary mission to achieve near te rm earnings growth through 

an investment portfol io that provides flexibility and diversification. 

Name Change 

To better reflect its relationship to the parent 

company, Montauk's name was changed to 

DQE finoncial Corp.. effective Jan. /, 2000. 

Through a combination of business, financial and technical professionals, DQE 

Financial Corp. is able to analyze even the most complex projects and design the 

proper business and financial transactions geared to produce optimal project 

returns. In 1999, DQE Financial Corp. formed a joint venture with Waste Energy 

Technology, a leading provider of landfill gas engineering, construction and 

operations services. As government bodies continue to introduce environmental 

regulations that require more aggressive landfill gas recovery efforts. Waste Energy Technology expects to see a dramatic 

rise in demand for its services from the landfill gas management industry. A strategic partner such as DQE Financial Corp. 

provides the economic firepower and market expertise to assist in serving the landfill gas industry. From concept to 

completion, DQE Financial Corp. and its network of affiliated energy resource 

companies, like Waste Energy Technology, can produce a turnkey solution for a 

wide variety of energy investment opportunities. 

DQE Financial Corp.'s future strategic focus includes continuing to aggregate 

landfill gas investments and other alternative-fuel investments while expanding 

and optimizing structured financial transactions. 

DQE Financial Corp. delivers results 

by leveraging its f inancial expert ise in 

s t ructured finance and al ternat ive 

energy markets . 

N i n e t e e n 



Decailed financial information can be found beginning on page 27. 

S-zie-i-.i••:•!•.] FinnmriAl Da ta 

S e l e c t e d I n c o m e S t a t e m e n t I t e m s : 

Revenues from sales of eleccricity 

Fuel and purchased power expenses 

Operating and maintenance expenses 

Depreciation and amortization 

Taxes other than income taxes 

S e l e c t e d C o m m o n S t o c k In format ion : 

Average shares outstanding 
Shares outstanding at year-end 
Market capitalization 
Dividends declared 
Dividends paid per share 
Book value per share at year-end 
Dividend payout ratio 
Dividend yield at year-end 
Price-earnings ratio at year-end 

1999 1998 1997 1996 

$1,094 $1,127 $1,124 $1,144 
225 263 223 237 

869 864 901 907 

122 31 2 — 

125 97 104 93 

1,116 992 1,007 1,000 

513 419 403 388 

196 220 240 223 

88 81 83 86 

797 720 726 697 

319 272 281 303 

152 135 130 73 

159 109 116 110 

III 101 96 87 

$ 201 $ 197* $ 199 $ 179 

$ 2.65 $ 2.52* $ 2.57 $ 2.32 

$ 2.62 $ 2.49* $ 2.56 $ 2.31 

$ 0.70 $ 0.66 $ 0.79 $ 0.43 

41.4% 
8.4% 

50.2% 
$3,253 

75.5 
71.8 

$2,485 
$116 

$1.52 
$18.78 

57.4% 
4.6% 

13.1 

2.89 
14.1% 

47.8% 
8.4% 

43.8% 
$3,099 

77.7 
77.4 

$3,400 
$ 113 
$ 1.44 
$19.18 

57.1% 
3.5% 

17.4 

2.92* 
(3.1% 

48.3% 
7.3% 

44.4% 
$3,103 

77.5 
77.7 

$2,729 
$ 107 
$ 1.36 
$19.30 

52.9% 
4.1% 

13.7 

2.76 
(3.8% 

45.6% 
7.3% 

47.1% 
$3,055 

77.3 
77.3 

$2,241 
$ 101 
$ 1.28 
$18.01 

55.2% 
4.7% 

12.5 

2.69 
(3.2% 
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1995 1994 1993 1992 1991 1990 1989 

$1,149 
232 
917 

$1,146 

244 

902 

$1,132 
238 
894 

$1,127 
239 
888 

$1,163 
254 
909 

$1,110 
229 
881 

$1,097 
220 
877 

81 

998 

384 

203 

89 

676 

322 

52 

107 

96 

$ 171 

$ 2.20 

$ 2.18 

$ 0.32 

90 

992 

421 

166 

88 

675 

317 

43 

I 10 

93 

$ 157 

$ 1.98 

$ 1.98 

$ 0.19 

63 

957 

415 

158 

71 

644 

313 

31 

120 

80 

$ 144 

$ 1.8! 

$ 1.81 

$ 0.07 

37 

925 

365 

132 

84 

581 

344 

42 

132 

112 

$ 142 

$ 1.78 

$ 1.78 

$ 0.01 

38 

947 

385 

123 

94 

602 

345 

36 

142 

105 

$ 134 

$ 1.67 

$ 1.66 

31 

912 

388 

123 

80 

591 

321 

46 

157 

88 

$ 122 

$ 1.49 

$ 1.48 

48 

925 

353 

123 

93 

569 

356 

(3) 
165 

75 

$ 113 

$ 1.35 

$ 1.34 

47.5% 
2.5% 
50.0% 

$2,801 

46.4% 
3.5% 
50.1% 

$2,750 

44.2% 
4.8% 
51.0% 

$2,781 

43.1% 
4.9% 
52.0% 

$2,716 

41.6% 
5.2% 
53.2% 

$2,669 

39.0% 
6.8% 
54.2% 

$2,770 

37.7% 
7.8% 
54.5% 

$2,827 

80.1** 
79.4** 

$1,621 
$ 78 
$ 0.96 
$14.00 

57.6% 
5.0% 

12.3 

2.10 
12.2% 

81.6** 
80.6** 

$1,337 
$ 75 
$ 0.91 
$13.38 

60.7% 
5.8% 

II.I 

I. 90 
I I . 3% 

83.7** 
83.0** 

$1,321 
$ 73 
$ 0.85 
$12.85 

63.1% 
5.7% 

11.8 

.1.78 , 
.10.6% 



1999 1998 1997 1996 

Total sates 

A n n u a l i z e d Sales of Water 
(mi l l ions of ga l lons) : 

• Direct water sales 
Water sales managed 

A n n u a l i z e d Sales of P r o p a n e 
( t h o u s a n d s of ga l lons) : 

- Residential 
Commercial 
Agricultural 
Industrial 

, Total sales 

C u s t o m e r D a t a ( in t h o u s a n d s ) : 

Electric 
Water* 
Propane 

Total customers 

S e l e c t e d B a l a n c e Sheet I n f o r m a t i o n : 

Assets (in millions); 
Electric 
Water 
Propane 
Other 

Total assets 

O t h e r O p e r a t i n g I n f o r m a t i o n : 

Methane Recovery Rights (landfill gas reserves) (Bcf) 
Propane Storage Capacity (thousands of gallons) 

6,725 6,458 6,256 6,362 

3,526 3,382 3,273 3,321 
5,954 5,826 5,704 5,737 
3,481 3,412 3,501 3,285 

70 70 82 83 

13,031 12.690 12,560 12,426 
3,347 1,909 1,444 3,310 

16,378 14.599 14,004 15,736 

6,721 3,029 
20,063 17,269 

26,819 
14,380 — — — 
7,925 — — — 
3,359 — — — 

52,483 — — — 

584 583 582 581 
433 

71 
315 — — 

1,088 898 582 581 

4,188 4,160 3,677 3,763 
446 

Ol 
232 10 — 

T 1 

884 974 1,007 876 

5,609 5,366 4,694 4,639 

313 350 224 171 
4,965 i — — — 

-J 

4 

i 

• 
i 
'4 il 

I 

' includes water and wasu-water customers 
and customers served t/irougli contract operotloJis. 
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p 

1995 

6,474 

3.378 
5,729 
3,237 

84 

12,428 
2.975 

15,403 

581 

581 

4,005 

454 

4,459 

1994 

6,170 

3,219 
5,563 
3,256 

84 

12,122 
3,212 

15,334 

580 

580 

4,150 

277 

4,427 

1993 

6,201 

3,231 
5,490 
3,046 

84 

11,851 
2,821 

14,672 

1992 

5,901 

3,069 
5,358 
3,059 
83 

11,569 
4,060 
15,629 

1991 

6,331 

3,285 
5,450 
3,042 

84 

11,861 
2,979 

14,840 

1990 

5,953 

3,078 
5,236 
3,296 
84 

11,694 
1.830 
13,524 

1989 

6,060 

3,119 
5,145 
3,221 
84 

11,569 
2.100 
13.669 

579 

579 

578 

578 

577 

577 

575 

575 

573 

573 

4.388 

162 

4,550 

3.778 

3,778 

3,851 

3,851 

3,834 

3,834 

3,921 

3,921 



C o n d e n s e d S t a t e m e n t of C o n s o l i d a t e d I n c o m e 
(millions of dollars, except per share amounts) 

Year Ended December 31, 

•J &u4h 

-(hi 

0eaver VoKey (eo4e 

Z.-zfi iy\6-?eG40 in PPtr 

Revenues from sales of electricity 

Fuel and purchased power expenses 

Net electric revenues 

Other revenues 

Net operating revenues 

Operating and maintenance expenses 

Depreciation and amortization 

Taxes other than income taxes 

Non-energy operating expenses 

Operating income 

Investment and other income 

Interest and other charges 

Income before income taxes 

and extraordinary item 

Income taxes 

Net income 

Earnings per shore - before 
extraordinary item 

1999 1998 

$1,094 $1,127 
225 263 
869 864 
247 128 

1,116 992 

513 419 
196 220 
88 81 
797 720 

319 272 
152 135 
159 109 

312 298 
1 1 1 101 

$ 201 $ !97* 

$ 2.65 $ 2.52* 

O p e r a t i n g Revenues 

(millions of dollars) 

E g O 1,237 © 

H i 1,230 © 
SSSKEI-$1,255 © 

SE£:;$.i,34i i 

Revenues from sources other [/ton 
electricity sales have grown from 7 percent 
of operating revenues in 1995 to 18 percent 
in 1999, reflecting the increasing diversification 
of DQE's delivery businesses. 

* Excludes extraordinary $83 million 
($1.06 per shore) Pennsylvania restructuring 
charge in 1998. 
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Vebf and ejvih fa 
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divethfare pf&^eed4 

Peoveir valley Iea4e ferM'mafi&n 

C o n d e n s e d Conso l ida ted B a l a n c e Sheet 
(millions of dollars) 

Net assets: 
Transition and divestiture costs 

Property, plant and equipment 

Long-term investments 

Working capital 
Regulatory assets 

Net assets 

Financed by: 

. Long-term debt 

— Equity 

Deferred taxes 

Short-term debt 

Preferred stock 

^^^.Capital leases and other 

Total financing 

As of December 31, 

1999 

$2,227 
1,828 
639 
204 
224 

$5,122 

$1,633 
1,348 
1,042 
812 
272 
15 

1998 

$2,134 
1,715 
686 
121 
199 

$4,855 

$1,358 
1,477 
934 
105 
264 
717 

$5,122 $4,855 

Expanded Business Lines' Assets 
(millions of dollars) 

£.$876 © 

^41,206 © 

aiS£Li~:$l.42l 

Assets of water and propane delivery 
businesses, energy services businesses, ond 
energy-re/ated technofogy businesses hove 
odded value while effectively diversifying 
our expanded business lines. 
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C o n d e n s e d Conso l ida ted C a s h Flows 
(millions of dollars) 

Operating cash flows 

Changes in working capital 

Other 

Cash from operating activities 

Purchase of companies 

Capital expenditures 

Long-term investments 

Disposition of investments 

Other 

Cash used in investing activities 

Net change in debt and leases 

Common and preferred stock dividends 

Common stock repurchases 

Other 

Cash used in financing activities 

Year Ended December 31, 

1999 1998 

$ 408 $ 479 
(76) (37) 
6 (82) 

338 360 

(196) (122) 
(147) (191) 
(90) (69) 
143 7 . 
(59) (22) 
(349) (397) 

319 (71) 
(117) ("14) 
(217) (14) 
(28) (12) 
(43) (211) 

Net change in cash $ (54) $(248) 

Net Operating Cash Flow* 

(millions of dollars) 

Positive cosh flow allows DQE to meet its 
operating and construction requirements 
and develop its expanded business lines. 

* Excludes working capital and other 
balance sheet changes 
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Company Repor t on Financial Sta tements 

DQE management is responsible for the financial information and representations 

contained in the financial statements and other sections of this annual report to 

shareholders. 

Management believes that the consolidated financial statements have been prepared 

in conformity with generally accepted accounting principles that are appropriate in 

the circumstances to reflect, in all material respects, the substance of events and 

transaaions that should be included in the statements, and that the other information 

in the annual report to shareholders is consistent with those statements. In preparing 

the financial statements, management makes informed judgments and estimates 

based on currently available information about the effects of certain events and 

transactions. Management maintains a system of interna! accounting control 

designed to provide reasonable assurance that DQE's assets are safeguarded, and 

that transactions are executed and recorded in accordance with established 

procedures.There are limits inherent in any system of internal control, and such 

limits are based on recognition that the cost of such a system should not exceed 

the benefits derived.The system of internal accounting control is supported by 

written policies and guidelines, and is supplemented by a staff of internal auditors. 

Management believes that the internal accounting control system provides reasonable 

assurance that its assets are safeguarded, and the financial information is reliable. 

David D. Marshall 

Chairman, President and Chief Executive Officer 

Gary L. Schwass 

Executive Vice President and 

Chief Financial Officer 

James E. Wilson 

Controller and Principal Accounting Officer 
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G L O S S A R Y O F T E R M S 

Compet i t ive Transit ion Charge (CTC) — During the 
electric utility restructuring from the traditional Pennsylvania 
regulatory framework to customer choice, electric utilities 
have the opportunity to recover transition costs from 
customers through a per kilowatt-hour charge. 

Customer Choice —The Pennsylvania Electricity 
Generation Customer Choice and Competition Act (see 
"Rate Matters" on page 38) gives consumers the right to 
contract for electricity at market prices from PUC-
approved electric generation suppliers. 

Decommissioning Costs — Decommissioning costs 
are expenses to be incurred in connection with the 
entombment, decontamination, dismantling, removal and 
disposal of structures, systems and components of a power 
plant that has permanently ceased the production of 
electric energy. 

Deferred Energy Costs — In conjuncdon with the Energy 
Cost Rate Adjustment Clause, we historically recorded 
Duquesne Light's deferred energy costs to offset differences 
between actual energy costs and the level of energy costs 
recovered from our rate-regulated electric utility customers. 

Divesti ture —The selling of major assets.We anticipate 
completing the divestiture of our generation assets through 
the sale to Orion Power Holdings, Inc. 

Electronic Commerce —The transaction of business 

using electronic media, such as the Internet. 

Energy Cost Rate Ad jus tment Clause (ECR) — Until 
May 29, 1998. we had historically recovered, through the 
ECR, Duquesne Light's cost of nuclear fuel, fossil fuel and 
purchased power costs, when such amounts were not 
included in base rates. 

Federal Energy Regulatory Commission (FERC) — 

The FERC is an independent five-member commission 

within the United States Department of Energy.Among its 

many responsibilities, the FERC sets rates and charges for 

the wholesale transportation and sate of electricity. 

Pennsylvania Public Ut i l i ty Commission (PUC) — 

The governmental body that regulates all utilities (electric, 
"gas, telephone, water, etc.) that do business in Pennsylvania. 

•iti 

Price to Compare — The PUC-determined market price 
of electric generation for. each utility during the CTC J$ 
collection period. Customers will experience savings if th<^ 
can purchase power from an alternative electric generation 
supplier at a lower price than the amount determined by 
the PUC. 

Provider of Last Resort — Under Pennsylvania's 
Customer Choice Act, the local distribution utility is 
required to provide electricity for customers who cannot o'ri 
do not choose an alternative generation supplier, or whose $ 
supplier fails to deliver. (See "Rate Matters" on page 38.) 

Regulatory Assets — Pennsylvania ratemaking practices 
grant regulated utilities exclusive geographic franchises in "' '''r' 
exchange for the obligation to serve all customers. Under p 
this system, certain prudently-incurred costs are approved . ; f 
by the PUC for deferral and future recovery with a return j ^ i 
from customers.These deferred costs are capitalized as ''p 
regulatory assets by the regulated utility. ^ 

Restructuring Plan — Our plan, approved by the PUC, ; 
for restructuring and recovery of Duquesne Light's transition 
costs under Pennsylvania's Customer Choice Act 

Transition Costs —Transition costs are the net present 
value of a utility's known or measurable costs related to 
electric generation that are recoverable through the CTC. • 

Transmission and Distr ibut ion —These terms have a 
special meaning in the electric utility industry.Transmission 
is the flow of electricity from generating stations over high 
voltage lines to substations where voltage is reduced. 
Distribution is the flow of electricity over lower voltage ^ 
facilities to the ultimate customer (businesses and homes). ^ 
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W a t t — A watt is the rate at which electricity is v... 
generated or consumed. A kilowatt is equal to 1,000 watts^V, 
A kilowatt-hour (KWH) is a measure of the quantity of 
electricity generated or consumed in one hour by one £ 
kilowatt of power. A megawatt (MW) is 1,000 kilowatts or jB 
one million watts. ^ 



CORPORATE STRUCTURE 

# Q E 1999 Financial I n f o rma t i on 
DQE, Inc. is a multi-utility delivery and services company. 

3ur subsidiaries are Duquesne Light Company; AquaSource, 
nc; DQE Capital Corporation; DQE Energy Services, Inc.; 
5QE Enterprises, Inc. (formerly Duquesne Enterprises, Inc.); 

OQE Financial Corp. (formerly Montauk, Inc.); and DQE 
jystems. Inc. (formerly DQEnergy Partners, Inc.). 

Duquesne Light, our largest operating subsidiary, is an 
jlectric utility engaged in the supply, transmission, distribution 
ind sale of electric energy. On December 3, 1999, Duquesne 
Light completed a power stadon asset exchange with 
l^stEnergy Corp.This was the first phase of our Pennsylvania 
Public Utility Commission (PUC)-approved plan to divest our 
jeneration assets. We expect to complete this divestiture 
•Jirough the pending sale of our remaining generation assets 
-.o Orion Power Holdings, Inc. Final sale agreements must be 

€proved by various regulatory agencies, including the PUC. 
e expect the sale to close in the second quarter of 2000. 

After that time, we expect to meet our energy supply 
obligations through a provider of last resort service agreement 
with Orion. (See "Restructuring Plan" discussion on page 38.) 

AquaSource, our second largest operating subsidiary, is a 
0ater resource management company that acquires, 
develops and manages water and wastewater utilities, 
bottled water operations and complementary businesses. 

Our expanded business lines engage in a wide range of 
initiatives, including: the distribution of propane; the 
reduction of landfill gas and synthetic fuels; investments in 
ectronic commerce, energy-related technology and 

communications systems; energy facility development and 
operation; and independent power production. DQE Capital 
provides financing for DQE and various affiliates. 

#erv/ce Areos 
Duquesne Light's electric utility operations provide 

service to approximately 580,000 direct customers in 
southwestern Pennsylvania (including in the City of 
Pittsburgh), a territory of approximately 800 square miles. 

^ ^ e have also historically sold electricity to other utilides, 
and will continue to do so until the generation asset sale is 
complete. (See "Restructuring Plan" discussion on page 38.) 

AquaSource's water operations currently provide service 
to approximately 430,000 water and wastewater customer 

' connections in 18 states. 

# Our expanded business lines have operations and 
f investments in several states and Canada. 

Regulation 
DQE and Duquesne Light are subject to the accounting 

and reporting requirements of the Securides and Exchange 
Commission (SEC). In addition, Duquesne Light's electric 
utility operations are subject to regulation by the PUC, 
including regulation under the Pennsy/vonio E/ectricity 
Generation Customer Choice and Competition Act (Customer 
Choice Act), and the Federal Energy Regulatory Commission 
(FERC) under the Federal Power Aa with respect to rates for 
interstate sales, transmission of electric power, accounting 
and other matters. 

As a result ofthe PUC's May 29, 1998, final order 
regarding our restructuring plan under the Customer 
Choice Act (see "Rate Matters" on page 38), the electricity 
supply segment of our business does not meet the criteria 
of Statement of Financial Accounting Standards (SFAS) No. 71, 
Accounting for the Effects of Certain Types of Regulation (SFAS 
No. 71). Pursuant to the PUC's final restructuring order, 
our generation-related regulatory assets are being 
recovered through a competitive transition charge (CTC) 
collected in connection with providing transmission and 
distribution services, and these assets have been 
reclassified accordingly.The balance of transition costs will 
be adjusted by receipt of the proceeds from the pending 
generation asset sale.The electricity delivery business 
segment continues to meet SFAS No. 71 criteria, and 
accordingly reflects regulatory assets and liabilities 
consistent with cost-based ratemaking regulations.The 
regulatory assets represent probable future revenue, 
because provisions for these costs are currently included, 
or are expected to be included, in charges to electric utility 
customers through the ratemaking process. (See "Rate 
Matters" on page 38.) 

On December 15, 1999, the FERC issued its Order 
No. 2000, which calls on transmission-owning utilities such 
as Duquesne Light to voluntarily join regional transmission 
organizations.The goal of the order is to put transmission 
facilities in a region under common control in an effort to 
reduce costs. The order requires utilities to file a proposal 
for a regional transmission organization, a description of 
efforts to join one, or reasons for not joining one, by 
October 15,2000. We are currently studying Order No. 
2000, and have not yet determined our response. 

AquaSource's water utility operations are subject to 
regulation by the utility regulatory bodies in their 
respective states. In the second quarter of 2000, we 
anticipate filing a consolidated rate case in Texas, 
AquaSource's largest state. • 
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R E S U L T S O F O P E R A T I O N S 

Overall Performance 
In the second quarter of 1998, the PUC issued an order 

related to our plan to recover our transition costs from 
electric utility customers. As a result of the order, we 
recorded an extraordinary charge against earnings of $82.5 
million, or $1.06 per share.The following discussion of 
results of operations excludes the impact of that charge. 

/999 Compared to /998 
Our basic earnings per share were $2.65 in 1999 

compared to $2.52 in 1998, an increase of 5.2 percent 
Earnings available for common shareholders increased by 
$4.0 million, or 2.1 percent, due to additional acquisitions at 
AquaSource, gains on the disposition of certain non-strategic 
investments, and higher sales of electricity. Additionally, the 
average shares of outstanding common stock declined by 
2.2 million, or 2.9 percentThe lower average shares 
outstanding reflect the 5.7 million shares of common stock 
we repurchased in 1999 for approximately $217 million. 

/998 Compared to /997 
Our basic earnings per share were $2.52 in 1998 

compared to $2.57 in 1997, a decrease of 1.9 percent 
Earnings available for common shareholders decreased by 
$3.3 million, or 1.6 percent due to gains recorded on the 
disposition of Chester Engineers and of Exide Electronics 
Group stock in 1997. 

Dividends 

Once all dividends on our Preferred Stock, Series A 
(Convertible), $100 liquidation preference per share (DQE 
Preferred Stock), have been paid, dividends may be paid on 
our common stock as permitted by law and as declared by 
the board of directors. However, payments of dividends on 
Duquesne Light's common stock may be restricted by 
Duquesne Light's obligations to holders of preferred and 
preference stock pursuant to Duquesne Light's Restated 
Articles of Incorporation and by obligations of Duquesne 
Light's subsidiaries to holders of their preferred securities. 
No dividends or distributions may be made on Duquesne 
Light's common stock if Duquesne Light has not paid 
dividends or sinking fund obligations on its preferred or 
preference stock. Further, the aggregate amount of Duquesne 
Light's common stock dividend payments or distributions 
may not exceed certain percentages of net income if the ratio 
of total common shareholder's equity to total capitalization 
is less than specified percentages. Because we own all of 
puquesne Light's common stock, if Duquesne Light cannot 

pay common dividends, we may not be able to pay 
dividends on our common stock or DQE Preferred Stoclc 

We have continuously paid dividends on common stockl 
since 1953. Our annualized dividends per share were $1.60^ 
$1.52 and $1.44 at December 31, 1999, 1998 and 1997.' ^ 
During 1999, we paid a quarterly dividend of $0.38 p e r ' . ^ ^ 
share on each of January I, April I.July I and O a o b e r l ^ S 
We increased the quarterly dividend declared in the foiirt j i ' l 
quarter of 1999 from $0.38 to $0.40 per share, payab le ' / ^ 
January 1,2000. We expect that funds generated from '••^sS 
operations will continue to be sufficient to pay dividends. ^ 
Our need for and the availability of funds will be influenced $ 
by, among other things: new investment opportunities; the -M 
economic activity within our service territories; environmental j 
legislation; the anticipated closing of our generation asset V .,i 
sale to Orion; and the planned recapitalization of Duquesne j 
Light (See "Future Cash Requirements and Availability" ..;>'• 
discussion on page 37 and "Rate Matters" on page 38.) •:; 

Results of Operations by Business Segment 

Historically, Duquesne Light was treated as a single 
integrated business segment due to its regulated operating 
environmentThe PUC authorized a combined rate for 
supplying and delivering electricity to customers, that was ' 
(I) cost-based, (2) designed to recover operating expenses 
and investment in electric utility assets, and (3) designed to 
provide a return on the investment As a result of the 
Customer Choice Act supply of electricity is deregulated 
and charged at a separate rate from the delivery of 
electricity. For the purposes of complying with the SMS No. 
131, Disclosures about Segments of an Enterprise and Related 
Information, we are required to disclose information about 
our business segments separately. Accordingly, we have 
used the PUC-approved separate rates for 1999 to develop 
the financial information of the business segments for the 
periods ended December 31, 1999, 1998 and 1997. ' 

We report our results by the following four principal ' 1 
business segments, determined by products, services and -sfy 
regulatory environment: ( I) the transmission and distribution ' 
by Duquesne Light of electricity (electricity delivery business ; 
segment), (2) the supply by Duquesne Light of electricity 
(electricity supply business segment), (3) the collection by 
Duquesne Light of transition costs (CTC business segment)^; 
and (4) the distribution by AquaSource of water (water -^r" 
distribution business segment). Upon the anticipated 
completion of the sale of our generation assets, the "£^1" 
electricity supply business segment will be comprised solelyjfi 
of provider of last resort service. We also report an "all 
other" category, which includes our expanded business lines 
and Duquesne Light investments below the quantitative 
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ihreshold for separate disclosure. Revenues in the "all 

^ i e r " category are comprised of approximately one-third 

energy facility operations, one-third landfill gas operations 

ind one-third propane and other operating investments, 

income from financial investments is included in other 

ncome. Assets in the "all o ther" category are comprised of 

jpproiamately two-thirds financial investments. The remaining 

0ie- th i rd includes an equal portion of energy facility assets, 

landfill gas recovery and processing assets and propane 

distribution assets. Intercompany eliminations primarily 

relate to intercompany sales of electricity, property rental, 

management fees and dividends. 

^ W e have changed the composition of our business 

segments, separately reporting water distribution for the 

first t ime. W e have provided the corresponding information 

for earlier periods. Note O,"Business Segments and Related 

Information," in the Notes to the Consolidated Financial 

Statements on page 64 shows the financial results of each 

^" incipal business segment in tabular form.These results are 

discussed below. 

/999 Compared to 1998 

Eiectricity Delivery Business Segment The electricity delivery 

^usin^ss segment contr ibuted $56.5 mill ion to net income 

in 1999 compared t o $57.2 mill ion in 1998, a decrease of 

$0.7 million or 1.2 percent. 

Electricity Delivery Business 
Net Income 

^n/i/ions of doltars) 

^ ! $ 6 2 • 

^ Operating revenues for this business segment are primarily 

derived f rom the delivery of electricity. Sales to residential 

and commercial customers are influenced by weather 

conditions. Warmer summer and colder winter seasons 

lead to increased customer use of electricity for cooling 

and heating. Commercial sales also are affected by regional 

d e v e l o p m e n t Sales to industrial customers are influenced 

primarily by national and global economic conditions. 

Operating revenues increased by $17.1 million or 

5.3 percent compared to 1998 due t o an increase in sales 

to electric utility customers of 2.7 percent in 1999. 

Resident ia l and commercial sales increased as a result of 

warmer summer temperatures during 1999 compared to 

1998. Industrial sales increased primarily due to an increase 

in electricity consumption by steel manufecturers.The 

following table sets forth kilowatt-hours ( K W H ) delivered 

to electric utility customers. 

K W H Del ivered 

(In Millions) 

1999 1998 Change 

Residential 

Commercial 

Industrial 

3,526 3,382 4.3 % 

6,024 5.896 2.2 % 

3,481 3,412 2.0 % 

Sales to Electric 
Utility Customers t 3 , 03 l 12,690 2.7% 

Operating expenses for the electricity delivery business 

segment primarily are made up of costs to operate and 

maintain the transmission and distribution system; meter 

reading and billing costs; customer service; collection; 

administrative expenses; and non-income taxes, such as gross 

receipts, property and payroll taxes. Operating expenses 

increased by $15.0 million or 10.1 percent compared to 1998, 

due to higher meter reading costs, higher gross receipts 

taxes, and increased costs related to customer assistance 

programs. We have completed installation of our Customer 

Advanced Reliability System, which replaced the traditional 

meter-reading process by providing information on customer 

electricity consumption on a real-time basis.This direct link 

wi th customers will serve as a platform for offering additional 

services and products, and is expected to reduce future costs. 

Interest and other charges include interest on long-term 

deb t other interest and preferred stock dividends of 

Duquesne Light In 1999, there was $6.9 million or 18.3 

percent more interest and other charges allocated to the 

electricity delivery business segment compared to l998.The 

increase was the result of additional short-term borrowings 

at Duquesne Light during the fourth quarter of 1999. Given 

the pending generation asset sale to Or ion , all remaining 

Duquesne Light financing costs after recapitalization will be 

borne by the electricity delivery business segment 

Electricity Supply and CTC Business Segments. In 1999, the 

electricity supply and CTC business segments reported net 

income of $86.6 million compared to $71.9 million in 1998, 

an increase of $14.7 million or 20.4 percent 

Electr ic i ty Supply/CTC Business 
N e t Income 

(millions of dollars) 
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For the elearicity supply and CTC business segments, 

operating revenues are derived primarily from the supply of 

electricity for delivery to retail customers, the supply of 

electricity to wholesale customers and, beginning in 1999, 

the collection of gene ration-related transition costs from 

electricity delivery customers. Under fuel cost recovery 

provisions effective through May 29, 1998, fuel revenues 

generally equaled fuel expense, as costs were recoverable 

from customers through the Energy Cost Rate Adjustment 

Clause (ECR), including the fuel component of purchased 

power, and thus did not affect net income. In 1999, due to 

the PUC's final restructuring order, fuel costs were 

expensed as incurred, which impacted net income by the 

amount that fuel costs exceeded amounts included in 

Duquesne Lights authorized supply rates. (See "Rate 

Matters" on page 38.) 

Eriergy requirements for our retail electric utility 

customers are reduced as more customers participate in 

customer choice. Energy requirements for residential and 

commercial customers are also influenced by weather 

conditions. Warmer summer and colder winter seasons 

lead to increased customer use of electricity for cooling 

and heating. Commercial energy requirements are also 

affected by regional development Energy requirements for 

industrial customers are primarily influenced by national and 

global economic conditions. 

Short-term sales to other utilities are made at market 

rates. Fluctuations in electricity sales to other utilities are 

related to customer energy requirements, the energy market 

and transmission conditions, and the availability of generating 

stations. We no longer will make short-term sales to other 

utilities after the generation asset sale. (See "Rate Matters" 

on page 38.) 

Operating revenues decreased by $39.7 million or 

4.6 percent compared to 1998.The decrease in revenues 

resulted primarily from two factors: ( I) 26.4 percent less 

energy supplied to electric utility customers due to greater 

participation in customer choice, and (2) the 1998 • 

inclusion in revenues of $23.3 million related to deferred 

energy costs. Partially offsetting this decrease was a 

. 75.3 percent increase in energy supplied to other utilities 

in 1999, due to our decision to make 600 megawatts (MW) 

available during the first six months of 1999 to licensed 

generation suppliers to stimulate competition, and 

increased capacity available to sell as a result of 

vi-v'V'l- participation in customer choice.The following table sets 
^v•>t '•:v"^^', 'forth KWH supplied for customers who have not chosen 

an alternative generation supplier. 

K W H Supplied 

(In Millions) 

1999 1998 

Residential 2,533 3,190 
Commercial 3,811 5,580 
Industrial 2,581 3,358 

Sales to Electric 

Ut i l i ty Customers 8,925 12,128 

Sales to Other Utilities 3,347 1,909 

Chan 

Total Sales 

(20.6)%^ 

(23.1)%? 

(26.4)%!! 

75.3.%^ 

Operating expenses for the electricity supply business 

segment are primarily made up of energy costs; costs to 

operate and maintain the power stations; administrative .iiy 

expenses; and non-income taxes, such as gross receipts, 

property and payroll taxes. ~:\ 

Fluctuations in energy costs generally result from changes 

in the cost of fuel; the mix between coal, nuclear generation 

and purchased power; total KWH supplied; and generating 

station availability. 

Operating expenses decreased $64.9 million or 12.0 

percent from 1998, as a result of lower energy costs and ^ 

the reclassification of BeaverValley Unit 2 lease costs to -, 

financing charges in 1999. (See "Power Station Exchange" 

discussion on page 39.) 

In 1999, fuel and purchased power expense decreased 

by $37.4 million or 14.2 percent compared to 1998.This 

decrease was the result of reduced energy supply 

requirements, due to customer choice, and a favorable 

energy supply mix. Generating station availability was 

improved in 1999. 

Depreciation and amortization expense includes the 

depreciation of the power stations' plant and equipment and 

accrued nuclear decommissioning costs and amortization of 

transition costs.There was a decrease of $36.5 million or 

23.0 percent compared to 1998. During 1998, prior to the * 

PUCs May 29 final restructuring order, we accelerated 1 

depreciation of generation assets to minimize potential £ 

transition costs. Depreciation for the remainder of 1998 

and CTC amortization for 1999 were in accordance with 

PUC-approved rates. 

Interest and other charges include interest on long-term ; 

debt, other interest and preferred stock dividends of 

Duquesne Light. In 1999 there was a $30.7 million or 52.4 

percent increase in interest and other charges compared to 

l998.The increase reflects $35.2 million of BeaverValley. 

Unit 2 lease-related costs reclassified as financing costs in Si 
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999, partially offset by a reduced allocation of total 
nancing cost to the electricity supply business segment 

9 Water Distribution Business Segment The water distribution 
usiness segment contributed $4.7 million to net income in 
999, compared to $1.6 million in 1998, an increase of 
,3.1 million or 193.8 percent During 1999, AquaSource 
cquired 46 water distribution utilities for $ 142 million, of 

fhich $133 million was cash and $9 million was DQE 
'referred Stock.These acquisitions more than doubled the 
ize df this business segment and resulted in increases in 
iperating revenues, operating expenses and depreciation. 

Vater Distribution Business 
^e t Income 

millions of dollars) 

}7 $0 

All Other Businesses 
Net Income 
(millions of dollars) 

M l l l l III h I j 

0 Operating revenues for this business segment are derived 
rom the following: billings related to water and sewer 
ervices for utilities owned by AquaSource and utilities for 
vhich AquaSource is a contract operator; bottled water 
Jelivery sales; and water-related construaion and engineering 

0ojects. Operating revenues increased by $91.5 million 
Juring 1999.The increase was primarily the result of 
ncreased revenues from utility customers (approximately 
543 million), increased contract operations (approximately 
$22 million), and bottled water delivery sales 
^proximately $21 million). 

Operating expenses for the water distribution business 
segment are primarily made up of costs to operate and 
maintain the water distribution systems; bottled water costs; 
administrative expenses; and non-income taxes, such as 
property and payroll taxes. Operating expenses increased 
^ $71.2 million as a result of the 1999 acquisitions. 

Depreciation and amortization expense includes 
depreciation of utility delivery systems and the amortization 
of goodwill on acquisitions.The $10.4 million increase was 
attributable to increases in both depreciation and 
#nortization related to the larger size of the business. 

Interest and other charges in the water delivery business 
segment are primarily intercompany and are eliminated in 
consolidation. During 1999, intercompany borrowings for 
acquisitions increased substantially. 

0^// Other. The all other category contributed $S6.1 million 
to net income in 1999 compared to $67.3 million in 1998, a 
decrease of $1 1.2 million or 16.6 percent 

V 
•t 

&r.$79 
l$67 

Operating revenues increased in 1999 by $17.0 million or 
28.1 percent compared to l998.This increase was primarily 
the result of increased revenues from our propane delivery 
business acquisitions and other new investments through 
the activities of the expanded business lines. 

In 1999, operating expenses increased $49.2 million or 
76.3 percent over l998.This increase was primarily the 
result of increased expenses from our propane delivery 
business acquisitions and the growth of the expanded 
business lines' start-up and developmental activities. 

Depreciation and amortization expense primarily includes 
the depreciation of plant and equipment of the expanded 
business lines and amortization of certain investments. In 
1999, depreciation and amortization expense increased by 
$2.8 million or 21.9 percent primarily due to the acquisition 
of propane delivery companies during 1999. 

Other income primarily includes gains on investment 
dispositions, long-term investment income, and interest and 
dividend income related to the expanded business lines. 
Other income in 1999 was $27.9 million or 22.3 percent 
higher than in 1998.This increase was the result of gains on 
the disposition of real estate investments (approximately 
$29.4 million), and leases and other non-strategic investments 
(approximately $14.6 million).The increase was also the 
result of new investments made by the expanded business 
lines during late 1998 and throughout 1999. 

Interest and other charges are made up of interest on 
long-term debt other interest and preferred stock dividends 
ofthe expanded business lines. An increase of $13.7 million 
or 100.7 percent in 1999 was the result of higher long-term 
debt interest expense, primarily related to the growth in our 
propane delivery business.This debt and interest expense is 
primarily intercompany, and is eliminated in consolidation. 

1998 Compared to /997 

Bectricity Delivery Business Segment The electricity delivery 
business segment contributed $57.2 million to net income 
in 1998 compared to $61.9 million in 1997, a decrease of 
$4.7 million or 7.6 percent Operating revenues for this 
business segment are primarily derived from the delivery 
of electricity. 

. i 

i. fci; 
i I ' . M . 

1 '!!• 
i'l • / I 

lit;': :i|j!f:i 
• 'i 

'1 I 

i i,;* 
ill! 

• ; i. 

ii 
1V 

iii;!. 

i | 

! l ;l ' 

i 
!' 

Thirty-Three 



Operating revenues increased by $4.6 million or 

1.5 percent compared to 1997. due to an increase in 

sales to electric utility customers of 1.0 percent in 1998. 

Residendal and commercial sales increased as a result of 

warmer summer temperatures during 1998 compared to 

1997. Industrial sales decreased primarily due to a reduction 

in elearicity consumption by steel manufacturers, which 

experienced a decline tn demand.The following table sets 

forth KWH delivered to electric utility customers. 

K W H Delivered 

(tn Millions) 

1998 1997 Change 

Residential 
Commercial 
Industr ia l 

3,382 3.273 3.3 % 
5,896 5.786 1.9 % 
3,412 3,501 (2.5)% 

Sales to Electric 

Utility Customers 12,690 12,560 1.0 % 

Operating expenses increased $10.1 million or 7.3 

percent from 1997, primarily as a result of higher costs of 

maintenance of the transmission and distribution system, 

and costs related to start-up and installation of the 

Customer Advanced Reliability System.The increase in 

system maintenance was primarily due to the increase in 

frequency and severity of storms during 1998. 

Depreciation and amortization expense increased $1.7 

million or 3.8 percent in 1998, due to additions to the plant 

and equipment balance throughout the year, which was 

partially offset by retirements. 

A decrease in other income of $1.5 million or 22.1 percent 

was the result of lower interest income from a smaller amount 

of cash available for investing, compared to the prior year. 

In 1998, there was $0.9 million or 2.3 percent less in 

interest and other charges compared to 1997.The decrease 

was the result of the refinancing of long-term debt at lower 

interest rates and the maturity of approximately $75 million 

of long-term debt during 1998. 

Dectr/c/ty Supply Business Segment In 1998, the electricity 

......̂  supply business segment reported net income of $71.9 

million compared to $60.5 million in I997,an increase of 
j | 14 m j | | j o n o r |g8 p e r c e n t 

Operating revenues decreased by $3.7 million or 

0-4 percent compared to 1997.The decrease in revenues can 

, be attributed to a decrease in energy supplied to electric 

-^^t^- ' . 'v? u t ' ' f ry customers due to initial participation in customer 

. ; : choice, and a decrease in energy costs that were recovered 

^ i ^ : . V v V - : ' ^ r ° u 8 ' 1 t ^ e Partially offsetting these decreases were 

increased energy supplied to other utilities of 32.2 percent' ^ 
in 1998. due to higher demand from other utilities and 
increased capacity available to sell as a result of participation^ 
in customer choice.The following table sets forth KWH -.yi 
supplied for customers who had not chosen an alternative' V-
generation supplier. 

'.i'i 

K W H Supplied 

(In Millions) 

1998 1997 Change 

Residential 3,190 3,268 (2.4)% 
Commercial 5,580 5,778 (3.4)% 
Industrial 3,358 3,500 (4.1)% 

Sales to Electric 

Utility Customers 12.128 12.546 (3-3)% 

Sales to Other Utilities 1,909 1,444 32.2 %^ 

Total Safes 14,037 13,990 0.3% 

Operating expenses increased $14.6 million or 2.8 percent 

from 1997 as a result of increased energy costs, partially 

offset by decreased maintenance costs and reduced Beaver. 

Valley Unit 2 lease costs. 

In 1998, fuel and purchased power expense increased 

by $39.1 million or 17.5 percent compared to 1997.This 

increase was the result of increased energy costs due to an 

unfavorable power supply mix and higher purchased power 

prices. Reduced availability of nuclear generating stations due 

to an increase in outage hours required us to purchase power 

and generate power from higher fuel cost fossil stations. 

Maintenance expense decreased in 1998, primarily related 

to the reversal of fossil station maintenance outage accruals 

for outages scheduled after the planned divestiture of 

generation. (See "Rate Matters" on page 38.) A reduction in 

nuclear station outage cost amortization in 1998 also 

contributed to the decrease in maintenance expense. 

A decrease in depreciation and amortization expense of 

$32.5 million, or 17.0 percent compared to 1997, was the 

result of reduced depreciation of generation assets in 

accordance with the PUC's final restructuring order. 

Other income decreased $3.7 million or 29.1 percent as^s 

the result of lower interest income, due to a smaller amount 

of cash available for investing compared to the prior year. 

Interest and other charges decreased $5.2 million or j 

8.2 percent compared to 1997.The decrease reflected the ,5^ 

refinancing of long-term debt at lower interest rates and " ' c j ^ 

the maturity of approximately $75 million of long-term debtjl 

during 1998. 

Water Distribution Business Segment The water distribution^ 

V i i 1 



uusiness segment contributed $1.6 million to net income in 

li998 compared to a $0.4 million net loss in 1997. During 

98, AquaSource acquired 33 water distribution utifities 

or $ 156 million, of which $ 122 million was cash and 

;34 million was DQE Preferred Stock.These acquisitions 

nore than doubled the size of this business segment, and 

esulted in increases in operating revenues, operating 

fpenses, and depreciation. 

Alt Other. The all other category contributed $67.3 million 

:o net income in 1998 compared to $78.6 million in 1997, a 

decrease of $11.3 million or 14.4 percent 

Operating revenues decreased in 1998 by $2.8 million, or 

^ 4 percent compared to 1997.This decrease was primarily 

die result of the loss of operating revenues from the sale of 

Chester Engineers by DQE Enterprises in the second quarter 

of 1997. 

In 1998, operating expenses increased $3.6 million or 

5.9 percent over 1997.The growth of the expanded business 

^ e s ' start-up and developmental activities and acquisitions 

accounted for most of the increase. Also, in the third quarter 

of 1998 we wrote off costs related to the terminated merger 

with Allegheny Energy, Inc. (AYE), resulting in an increase to 

other operating expenses of $ 14.1 million. (See "Rate 

patters" on page 38.) Offsetting in part the increases to 

operating expenses was the 1997 sale of Chester Engineers, 

which resulted in reduced operating costs of $7.8 million, 

and the recognition of the favorable resolution of certain 

associated contingencies in 1998. 

^ Other income primarily includes long-term investment 

income, and interest and dividend income related to the 

expanded business lines and Duquesne Light investments. 

Other income in 1998 was $6.0 million or 5.0 percent higher 

than in l997,This increase was the result of new investments 

made by the expanded business lines during late 1997 and 

^roughout J 998, and a new investment made at Duquesne 

Light in the fourth quarter of 1997. Other income in 1997 

included the gains on the sale of Chester Engineers and of 

Exide Electronics stock in 1997 of approximately $23 million 

($ 13 million, net of tax), net of costs of the sale and reserves 

A r contingencies realized for the sale of Chester Engineers. 

L I Q U I D I T Y A N D C A P I T A L RESOURCES 

During 1999, we continued our strategy of acquiring and 

^gregating small to mid-sized water distribution companies.. 

Additionally, we began a similar aggregation strategy with . 

; propane delivery companies, clustering our acquisitions in • 

j^three geographically diverse regions.These acquisition-'. 

Related investments have grown from $8 million in 1997 to 

rj$l56 million in 1998 to $205 million in l999.This acquisition 

focus corresponds with a decrease in our other long-term 
investment level, which declined from $210 million in 1997 
to $60 million in 1998 to $30 million in 1999. 
Investment Mix 
(millions of dollars) $8 

98.;;. .' 7 : $60^ 
99;$30 

mm 

••""*-' Long Term investments 
1 0 0 Acquisition of Water Companies 
^ m Acquisitjon of Propane Companies 

Capita/ Expenditures 

We spent approximately $ 147.2 million in 1999, 

$190.5 million in 1998 and $116.0 million in 1997 for 

capital expenditures, of which $100.3 million in 1999, 

$ 113.3 million in 1998 and $90.4 million in 1997 was 

spent for electric utility construction. Approximately 

$27.2 million was spent in 1999 for water utility 

construction.The remaining capital expenditures were 

related to the expanded business lines and other 

investments.The 1998 capital expenditure level was higher, 

as it included $41 million related to facility construction for 

the production of E-Fuel*, a synthetic fuel. We estimate that 

we will spend, excluding allowance for funds used during 

construction (AFC), approximately $85 million, $75 million 

and $75 million for electric utility construction in 2000, 

2001 and 2002; and $45 million, $19 million and $24 million 

for water utility construction in 2000,2001 and 2002. 

Acquisitions and Dispositions 

In 1999 we invested $205 million in the acquisition of 

companies and closed on the power station exchange with 

FirstEnergy. AquaSource acquired 46 water and water-

related companies for a total investment of approximately 

$ 142 million. Of this total investment $ 133 million was cash 

and $9 million was the issuance of 86,337 shares of DQE 

Preferred Stock. Also in 1999. DQE Systems acquired 18 

propane delivery companies for a total investment of 

approximately $63 million, all of which was cash. In the 

power station exchange with FirstEnergy, Duquesne Light 

acquired three power plants and disposed of its partial 

interests in five power plants. (See "Power Station Exchange" 

discussion on page 39.) During 1999, we also disposed of 

several non-strategic real estate and lease investments. 

Proceeds from these dispositions totaled $143 million. 

We expect to continue to sell non-strategic investments. 

In early 2000 we signed a non-binding memorandum of 

understanding with Itron, Inc., for the potential purchase of 

the Itron-designed Customer Advanced Reliability System, 
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which we currently lease. 
In 1998, AquaSource acquired 33 water and water-

related companies for a total investment of approximately 
$ 156 million. Of this total investment, $ 122 million was cash 
and $34 million was the issuance of 337,262 shares of DQE 
Preferred Stock. Dispositions in 1998 relate to assets acquired 
through leasehold interest investments. Dispositions in 1997 
relate primarily to the sale of Chester Engineers and of 
Exide Electronics stock. 

Long-Term /nvestments 
We have made long-term investments in the following 

areas: leases, affordable housing, landfill and coal-bed methane 
gas reserves, and deposits in nuclear decommissioning 
funds.The decommissioning trust held funding for nuclear 
decommissioning costs related to Duquesne Light's nuclear-
powered plants. During 1999, Duquesne Light invested 
approximately $60 million in the decommissioning trust 
funds, in order to fully fund the decommissioning liability, 
prior to transferring both the trust funds and the liability to 
FirstEnergy in the power station exchange. (See "Power 
Station Exchange" discussion on page 39.) Cash related to 
this funding was collected during the year through the CTC 
component of customer bills. Other long-term investing 
activities during 1999, primarily engaged in by the expanded 
business lines, totaled $30 million and included landfill gas 
reserves, a joint venture that designs, engineers and 
constructs landfill gas collection systems, affordable housing 
partnerships, and various electronic commerce investments. 
These electronic commerce investments include 
investments in securities convertible into 51 percent of the 
common stock of Predictive Data, Inc., which offers an 
insurance product to replace security deposits, and in 
securities convertible into 34 percent of the common stock 
of OnLine Choice.com, which uses the Internet to create 
customer pools to purchase goods and services, such as 
electricity, natural gas and telephone service at lower prices 
through volume discounts. 

. . During 1998, Duquesne Light invested approximately 
$9 million in the nuclear decommissioning trust funds. 

^V/;-.^> • lOther long-term investing activities during 1998, primarily 
'-;->. .• ' engaged in by the expanded business lines, totaled 

^ • > ^ v > J \ $60 million and included a joint venture in a commercial 
/ j^ i^-r ' -V/ an heating, ventilation and air conditioning 

L'SjaW)*^ a n t * en e i"gy controls company, affordable housing 
A't-'.;K:^uv,.X'.Mrt-r,fl«rk;r^r UnjRii m - reserves, and various electronic 

These electronic commerce 
investments in securities convertible 

equity of BroadPoint Communications, 

l ^ ^ ^ i ^ J S ? : / ^ ^ ' ^ ™ ^ ^ ^ ' ^ 0 ' ^ O . 0 0 0 subscribers free 
^ ^ ^ S - - ' ° " S - ^ ' ^ r : i c e telephone "service in exchange for listening to 

targeted advertisements, and in securities convertible into 
23 percent of the common stock of Enermetrix.com, which 
provides an Internet auction-based service for the purchase 
of electricity and natural gas by commercial and industrial 
customers from over 55 energy suppliers. 

Investing activities during 1997 included approximately 
$9 million in the nuclear decommissioning trust funds. Other 
long-term investing activities during 1997, primarily engaged 
in by the expanded business lines, totaled $210 million, 
inctuding $ 180 million in lease investments. We also invested l 
in the common stock of SatCon Technologies, a provider of 
energy management products and components used in 
telecommunications, factory automation, aircraft, satellites, 
and the automotive and fuel cell industries. We currently 
hold approximately seven percent of SatCon common stock 
on a fully-diluted basis. ,7 

Financing 
During 1999, in addition to capital provided from 

operations, we raised capital to continue our water and 
propane delivery company acquisition program, to effect the 
termination of the BeaverValley Unit 2 lease, and to begin 
our recapitalization program in anticipation of the generation 
divestiture. As discussed on page 35, we invested $205 
million in acquisitions, $147 million in capital expenditures, 
and $90 million in nuclear decommissioning and other long-
term investments during 1999. Additionally, in connection 
with the power station exchange, we paid approximately 
$234 million in termination costs and $43 million in related 
taxes to cancel the BeaverValley Unit 2 lease. Of this total 
amount, $107 million represents costs previously approved 
for recovery through the CTC.The remaining $170 million 
is included on the consolidated balance sheet as divestiture 
costs. As part of this transaction, the lease liability recorded 
oh the consolidated balance sheet was eliminated; however, 
the underlying collateralized lease bonds ($359 million upon 
lease termination) became obligations of Duquesne Light .- ^ 
and are now recorded on the consolidated balance sheet as.* 
debt, $9 million of which will mature in 2000. (See " P o w e r ^ 
Station Exchange" discussion on page 39.) Prior to cancelling ," 
the BeaverValley Unit 2 lease, we paid approximately ^ j l ^ v 
$42 million to terminate our nuclear fuel lease (the nucjear;^ 
fuel was transferred to FirstEnergy in the power sQtion^L^y1 

exchange). During 1999 we repurchased 5.7 million shares^ 
DQE common stock on the open market for apP 1 " 0 ^)^^!^ ' : 
$217 million.These purchases occurred primarily in the^g 
fourth quarter. Additional capita! was required for t h c r ^ 
maturity of $75 million of mortgage bonds, the r ePV^pjj$, 
of approximately $2 million of DQE Preferred StodcahdJ 
the payment of $ 117.million of dividends. 
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0 o meet these capital requirements, and to serve as a 
, idge until the anticipated receipt of our generation 
ivestiture proceeds, we undertook several financing 
litiatives during 1999, At year-end, we had $343 million of 
ummercial paper borrowings outstanding, and $469 million 
f current debt maturities. During 1999, the maximum 
%ount of bank loans and commercial paper borrowings 
utstanding was $368.9 million, the amount of average daily 
orrowings was $46.3 million, and the weighted average daily 
iterest rate was 5.6 percent. In the fourth quarter of 1999, 
/e issued $290 million of first mortgage bonds with a one-
^pr term, callable in May 2000.The interest rate on the bonds 
: 6.53 percent.This debt was used to fund the BeaverValley 
Jnit 2 lease termination costs. On a longer-term basis, in the 
hird quarter we issued $100 million of 8V« percent notes, 
iue in September 2039. In addition to these financings, as 
reviously discussed, we issued $9 million of DQE Preferred 

^>ck in conjunction with acquisitions by AquaSource. 
During 1998, our requirement to access new sources of 

unding was much more modest. While we invested $122 
nillion in acquisitions, $191 million in capital expenditures, 
md $69 million in nuclear decommissioning and other 
^pg-term investments, our cash balance of $356 million at 
.he beginning of the year allowed us to minimize new 
tnancing activities. Additional capital was required during 
:he year for the retirement of approximately $200 million 
of current maturides, the payment of $114 million of 
dividends, and common stock repurchases of $14 million, 
ftjring 1998, we issued $ 140 million of first mortgage bonds 
co accomplish these debt retirements. Additionally, we 
issued $34 million of DQE Preferred Stock and assumed 
approximately $22 million in long-term debt in conjunction 
with acquisitions by AquaSource, We also issued a $25 
pillion note, maturing in 2019 with an annual interest rate 
of 8.0 percent, in connection with an investment in landfill 
gas property and equipment. 

During 1997, we invested $219 million in nuclear 
decommissioning and other long-term investments, $116 
million in capital expenditures and $8 million as we began 

^ i r water delivery acquisition program.These expenditures 
were all funded with available capital and capital from. 
internal sources. We also retired approximately $50 million 
of maturing debt and paid $ 107 million of dividends. . V-

•' ; • 

Future Capita/ Requirements and Avai/abr/ity 
We have entered into an agreement to sell Duquesne 

Light's generation assets to Orion for $ 1.71 billion. (See 
"Auction Plan" discussion on page 39.) We anticipate using 
the proceeds from this sale (currendy estimated to be 
$1.1 billion, net of estimated tax and transaction costs) to 
recapitalize Duquesne Light.This process will include the 
retirement of short-term debt, the redemption of long-term 
debt and the continued aggressive repurchase of outstanding 
common stock.Through February 29,2000 we have 
repurchased 1.4 million shares of DQE common stock for 
approximately $61 million. Additionally, maturing during 2000 
will be $390 million of first mortgage bonds, $65 million of 
term loans, and $9 million of collateralized lease bonds. 

We expect to meet our current obligations and debt 
maturities through 2004 with funds generated from 
operations, through new financings and short-term 
borrowings, and through the proceeds from the sale of 
generation assets to Orion. During January 2000, we issued 
$150 million of floating rate two-year notes, callable in July 
2000.The proceeds of this issuance were used to reduce 
the amount of outstanding commercial paper. 

We maintain two separate revolving credit agreements, 
one for $250 million expiring in June 2000 and one for 
$225 million expiring in September 2000. We have the 
option to convert each revolver into a term loan facility for 
a period of one or two years, respectively, for any amounts 
then outstanding upon expiration of the revolving credit 
period. Interest rates can, in accordance with the option 
selected at the time of the borrowing, be based on one of 
several indicators, including prime. Eurodollar, or certificate 
of deposit rates. Facility fees are based on the unborrowed 
amount of the commitment. At December 31,1999 and 
1998, no borrowings were outstanding. Related to these 
and other credit facilities, we are subject to financial 
covenants requiring certain cash coverage and debt-to-
capital ratios. At December 31, 1999. we were in 
compliance with all of our financial covenants. 

Duquesne Light and an unaffiliated corporation have an 
agreement that entitles Duquesne Light to sell, and the 
corporation to purchase, on an ongoing basis, up to $50 
million of accounts receivable. At various times during 1999 
and in the first quarter of 2000, Duquesne Light had sold 
receivables under the facility. No amounts were outstanding 
at December 31, 1999 and 1998.The accounts receivable 
sales agreement, which expires in February 2001, is one of 
many sources of funds available to us. We may elect to. 
extend the agreement upon expiration, replace it with a , 
similar facility, or terminate it. •" ••: ..-;-^\'7-v -
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In connection with customer choice, customer revenues 
from Duquesne Light's operations are reduced by an amount 
equal to the generation rate applicable to those customers 
choosing alternative generation suppliers.This reduction is 
expected to be offset by lower generation and purchased 
power costs. An additional impact is anticipated when the 
provider of last resort service agreement with Orion takes 
effect, and all customers will be buying generation either 
directly from alternative suppliers or indirectly from Orion. 
A further impact on customer revenues is expected to 
occur when the CTC has been fully collected, which is 
currently expected to occur in 2001 for most major rate 
classes; elimination of the CTC will reduce customer rates, 
on average, by 25 percent for those rate classes.The 
foregoing statements are forward-looking regarding the 
impact on cash flows of customer choice and Duquesne 
Light's divestiture. Actual results could materially differ from 
those implied by such statements due to known and unknown 
risks and uncertainties, including, but not limited to, the 
timing of the generation asset sale closing and the receipt of 
sale proceeds. (See "Restructuring Plan" on page 38.) 

RATE MATTERS 

Competition and the Customer Choice Act 
Under Pennsylvania ratemaking practice, regulated 

electric utilities were granted exclusive geographic 
franchises to sell electricity, in exchange for making 
investments and incurring obligations to serve customers 
under the then-existing regulatory framework.Through the 
ratemaking process, those prudently incurred costs were 
recovered from customers, along with a return on the 
investment Additionally, certain operating costs were 
approved for deferral for future recovery from customers 
(regulatory assets). As a result of this process, utilities had 
assets recorded on their balance sheets at above-market 
costs, thus creating transition costs. 

The Customer Choice Act (effective January I , 1997) 
vj.V-.;/.. - enables Pennsylvania's electric utility customers to purchase 
' ^ • T J S • • e ' e c t r i c i t y a t market prices from a variety of electric 
^?.v'... . , . generation suppliers (customer choice). As of January 2000, 
. ' ^ • ^ ' • ' ^ .^ all customers have customer choice. As of February 29,2000, 

23 percent of Duquesne Light's customers 
alternative generation suppliers, representing 

30 percent of Duquesne Light's non-

i". ' • 

Light 
, and pay Duquesne 

Ught the CTC (discussed below) and charges for transmission 
and distribution. Customers who continue to buy their 
generation from Duquesne Light pay for their service at 
current regulated tariff rates divided into generation, 
transmission and distribution charges, and the CTC. 
Electricity delivery (including transmission, distribution and 
customer service) remains regulated in substantially the' ' : 

same manner as under historical regulation. 

Rote Cap 

An overall four-and-one-half-year rate cap from January I , 
1997, was originally imposed on the transmission and „; 
distribution charges of Pennsylvania electric utility companies 
under the Customer Choice Act As part of a settlement 
regarding recovery of deferred fuel costs (discussed below), 
we have agreed to extend this rate cap for an additional six 
months through the end of 2001. 

Provider of Last Resort 

Duquesne Light is required not only to deliver electricity, 
but also to serve as the provider of last resort for all 
customers in its service territory. As the provider of last 
resort Duquesne Light must provide electricity for any 
customer who cannot or does not choose an alternative 
electric generation supplier, or whose supplier fails to deliver. 
While collecting the CTC, Duquesne Light may charge only 
PUC-approved rates for the supply of electricity as the 
provider of last resort As part of the pending generation 
asset sale, Orion has agreed to supply Duquesne Light . 
under a provider of last resort service agreement, with all 
of the electric energy necessary to satisfy Duquesne Light's 
provider of last resort obligations during the CTC collection 
period. Under the Customer Choice Act after the CTC 
collection period Duquesne Light anticipates that it will ' • 
supply electricity at market prices to fulfill its provider 6f 
last resort obligations. • 

Restructuring Plan . -

In its May 29, 1998, final restructuring order, the PUC /r -'y 
determined that Duquesne Light should recover most of 
the above-market costs of its generation assets, including .^'^f; 
plant and regulatory assets, through the collection of the yl^' 
CTC from electric utility customers.The $1 
transition costs, net of tax, was originally to ^ ̂  
over a seven-year period ending in 2005. However, .̂ y js^- :jt:, 
applying expected net proceeds of the pending generation 
asset sale to Orion (discussed below) to reduce transition^1 

costs, we currently anticipate early termination P^ th^SK^ ' 
collection period tn 2001 for most major rate classes./ 
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addition, the transition costs as reflected on the consolidated 
balance sheet are being amortized over the same period 

^ ia t the CTC revenues are being recognized. Duquesne 
Light is allowed to earn an 11 percent pre-tax return on 
che'unrecovered, net of tax balance of transition costs, as 
adjusted following the generation asset sale. 

As part of our restructuring plan filing, we requested 
Recovery of $11.5 million ($6.7 million, net of tax) through 
the CTC for energy costs previously deferred under the 
ECR. Recovery of this amount was approved tn the PUC's 
final restructuring order. We also requested recovery of an 
additional $31.2 million ($ 18.2 million, net of tax) in 
deferred fuel costs. Although the PUC initially denied 

Recovery of this additional amount, on October 26, 1999, 
Duquesne Light and the Pennsylvania Office of the 
Consumer Advocate reached a settlement on this issue 
which would permit recovery of the entire $42.7 million 
($24.9 million, net of tax) in deferred fuel costs.The PUC 

approved this settlement on February 11,2000. 
On December 18, 1998, the PUC approved Duquesne 

Light's auction plan, which included an auction of its provider 
of last resort service obligations, as well as an agreement to 
carry out the power station exchange with FirstEnergy. 

Power Station Exchange. On December 3, 1999, Duquesne 
^ight completed the exchange of its partial interests in five 

power plants for three wholly owned power plants of 
subsidiaries of FirstEnergy. Duquesne Light received three 
fossil-powered plants (located in Avon Lake and Niles, Ohio, 
and in New Castle, Pennsylvania) having an aggregate net 

Remonstrated capacity of 1,323 MW. The ownership 
interests transferred by Duquesne Light included its interests 
in the nuclear-powered BeaverValley, Pennsylvania and 
Perry, Ohio plants, and the fossil-powered Bruce Mansfield, 
Pennsylvania and Sammis and Eastlake, Ohio plants, having 
an aggregate net demonstrated capacity of 1,435 MW. 

^long with ownership of the nuclear-powered plants, 
FirstEnergy assumed the decommissioning liability for 
BeaverValley and Perry, in exchange for the fully funded 
balance in decommissioning trust funds previously 
maintained by Duquesne Light. During 1999, we funded 

approximately $60 million into the decommissioning trusts. 
These amounts, which were collected through the CTC 
during the year, brought the fund balances to approximately 
$122 million. In connecdon with the power stadon exchange, 
we terminated the BeaverValley Unit 2 lease in the fourth 
quarter of 1999. (See "Financing" discussion on page 36.) 

^ Auction Plan. On September 24, 1999, Duquesne Light and 
:. the winning auction bidder, Orion, entered into definitive 
• .agreements pursuant to which Orion will purchase 
;;. Duquesne Light's wholly owned Cheswick, Elrama, Phillips 

and Brunot Island power stations, and the stations received 
from FirstEnergy in the power station exchange, for 
approximately $1.71 billion (estimated to be $1.1 billion, net 
of tax and transaction expenses). Under a provider of last 
resort service agreement, Orion will supply Duquesne Light 
with all of the electric energy necessary to satisfy Duquesne 
Light's obligations to its customers who have not chosen an 
alternative electric generation supplier.This agreement, 
which expires upon Duquesne Light's final collection of the 
CTC, in general effectively transfers to Orion the financial 
risks and rewards associated with Duquesne Light's provider 
of last resort obligations. While we retain the collection risk 
for the electricity sales, a component of our regulated 
delivery rates is designed to cover the cost of a normal level 
of uncollectible accounts. Duquesne Ught and Orion are 
currently discussing an extension of this provider of last 
resort arrangement beyond the final CTC collection. 

The Orion transactions must be approved by various 
regulatory agencies, including the PUC, the FERC, and the 
Federal Trade Commission. Duquesne Light currently expects 
the sale to close in the second quarter of 2000.The final 
accounting for the sale proceeds remains subject to PUC 
approval.Through December 31, 1999, we have deferred 
approximately $219 million of costs related to the power 
station exchange and the asset sale. Additional divestiture-
related costs will be deferred as incurred. We expect to 
fully recover these costs through the divestiture process; 
however, any disallowed costs will be written off. 

Until the divestiture is complete, Duquesne Light is 
required to use an interim CTC and price to compare for 
each rate class (approximately 2.9 cents per KWH on 
average for the CTC, and approximately 3.8 cents per 
KWH on average for the price to compare). 

Termination of the AlfE Merger 
On October 5, 1998, we announced our unilateral 

termination of our merger agreement with Allegheny Energy, 
Inc. (AYE). AYE filed suit in the United States District Court 
for the Western District of Pennsylvania, seeking to compel 
us to proceed with the merger, or in the alternative seeking 
an unspecified amount of money damages. After holding a 
trial from October 20 through 28, 1999, the District Court 
ruled on December 3, 1999, that we had properly 
terminated the merger agreement without breach, and 
granted judgment in our favor on all claims and all requests 
for injunctive relief. On December 14, 1999,AYE appealed 
this ruling to the Third Circuit. We expect argument to be 
heard in the first quarter of 2000. We cannot determine 
the ultimate outcome of AYE's appeal at this time. 
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Y E A R 2000 
We took comprehensive steps to ensure a smooth 

transition into the Year 2000. Since 1994, we planned for the 
Year 2000 with an aggressive strategy to identify information 
needs, replace or upgrade equipment and coordinate resources 
to anticipate the new millennium. We experienced normal 
operations during the transition, and continue to do so. 

The total cost of implementing our Year 2000 plan was 
approximately $49 million, which includes costs related to 
total system replacements (i.e., the Year 2000 solution 
comprised only a portion of the benefit resulting from such 
replacements).These costs were primarily incurred as a result 
of software and system changes and upgrades. Approximately 
$35 million was capital costs attributable to the licensing and 
installation of new software for total system replacements. 
The remaining $14 million was expensed as it was incurred. 

E M P L O Y E E S 
At December 31,1999, DQE and its subsidiaries had 

3,578 employees.This reflects a reduction by approximately 
1,100 employees through transfers to FirstEnergy following 
the power station exchange and early retirement under the 
divestiture-related program discussed below. In connection 
with the pending generation asset sale to Orion, we anticipate 
a further reduction by approximately 400 employees. 
Duquesne Light is party to a labor contract expiring in 
September 2001 with the International Brotherhood of 
Electrical Workers (IBEW), which represents the majority of 
Duquesne Light's employees.The contract provides, among 
other things, employment security, income protection and, 
in September 2000, a 3 percent wage increase. Duquesne 
Light and the IBEW have agreed on a package of additional 
benefits and protections for union employees affected by 
the divestiture of generation assets. 

In connection with the power station exchange with 
FirstEnergy and the pending generation asset sale to Orion, 
Duquesne Light developed early retirement programs and 
enhanced available separation packages for eligible IBEW 
and management employees. Duquesne Light expects to 
recover related costs through the sale proceeds. 

PP<fi£ and Related Accumulated Depreciation 
at December 31. 

(Millions of Dollars) 
1999 

Accumulated Net 
Investment Depreciation Investmenr 

Electric delivery $1,913.1 $ 726.8 $1,186.3 
Electric production 2,013.0 1,764.2 248.8 
Water distribution 185.5 10.2 175.3 
Capital leases 26.3 7.6 18.7 
Other 231.4 32.4 199 0 

Total $4,369.3 $2,541.2 $1,828.1 

1998 

Accumulated Net 
Investment Depreciation Investment 

Electric delivery $1,858.4 $ 684.6 $1,173.8 

Electric production 2,600.9 2,393.7 207.2 

Water distribution 91.9 1.7 90.2 

Capital leases 123.4 63.6 59.8 

Other 206.1 22.1 184.0 

Totof $4,880.7 $3,165.7 $1,715.0 

Elearic delivery PP&E includes: ( I) high voltage 
transmission wires used in delivering electricity from 
generating stations to substations; (2) substations and 
transformers; (3) lower voltage distribution wires used in 
delivering electricity to customers; (4) related poles and 
equipment; and (5) internal telecommunication equipment, 
vehicles and office equipment. Electric production PP&E 
includes fossil and, in 1998, nuclear generating stations. 
Electric production accumulated depreciation reflects the 
write-down of production plant values to the PUC-
determined market value. (See "Restructuring Plan" 
discussion on page 38.) Water distribution PP&E includes 
water systems and water treatment facilities. Our capital 
leases are primarily associated with leased nuclear fuel in 
1998 and other electric plantThe Other PP&E is comprised 
of various buildings and land, E-FueP1 facilities, landfill gas 
recovery equipment and property related to our other 
expanded business lines. -

P R O P E R T Y , P L A N T A N D E Q U I P M E N T (PP&E) E L E C T R I C U T I L I T Y O P E R A T I O N S 

Investment in PP<fi£ and Accumu/ate<f Depreciation 
Our total investment in PP&E and the related accumulated 

depreciation balances for major classes of property at 
.. December 31, 1999 and 1998 are as follows: 

We anticipate completing the divestiture of generation >" 
assets through the sale to Orion in the second quarter of ..ji-^ 
2000. Certain obligations related to the divested assets have^ 
been transferred to FirstEnergy, and others will be transferred^,. 
to Orion. ^$%;, 
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Duquesne Light's fossil plants operated at an availability 
factor of 86 percent in 1999 and 80 percent in 1998. 

•Duquesne Lights nuclear plants (which all were acquired by 
FirstEnergy in December 1999) operated at an availability 
factor of 84 percent in 1999 and 52 percent in 1998.The 
timing and duration of scheduled maintenance and refueling 
outages, as well as the duration of forced outages, affect the 

^vaifability of power stations. Duquesne Light normally 
experiences its peak demand in the summer.The 1999 
customer system peak demand of 2,756 MW occurred on 
July 6, 1999. 

Fossil Fuel 

t Duquesne Light believes that sufficient coal for its coal-
fired generating units will be available from various sources 
to satisfy its requirements through the closing of the 
pending generation asset sale. During 1999, approximately 
2.0 million tons of coal were consumed at Duquesne Light's 
^two wholly owned coal-fired stations, Cheswick Power 
Station (Cheswick) and Elrama Power Station (Elrama). 

Duquesne Light owns Warwick Mine, an underground 
mine located in southwestern Pennsylvania.The current 
estimated liability for mine closing, including final site 
reclamation, mine water treatment and certain labor 

Viabilities, is $49.3 million. Duquesne Light has recorded a 
liability for this amount on the consolidated balance sheet. 

During 1999,52 percent of Duquesne Light's coal supplies 
were provided by contracts, including Warwick Mine, with the 
remainder satisfied through purchases on the spot market. 

E N V I R O N M E N T A L M A T T E R S 

Various federal and state authorities regulate DQE and 
our subsidiaries with respect to air and water quality and 
other environmental matters. Environmental compliance 

•obligations with respect to the plants transferred to 
FirstEnergy in the power station exchange have been 
assumed by FirstEnergy. In addition, FirstEnergy has 
contractually retained responsibility for operating the plants 
we acquired in the exchange, including the day-to-day 

^environmental compliance. Upon completion of the 
generation asset sale, Orion will assume the environmental 
obligations related to all of the plants sold, both those 
originally owned by Duquesne Light and those acquired in 
the power station exchange.The following discussion of air 
quality and acid rain compliance primarily addresses , 

•environmental matters at the plants we both own and 
fi operate: Cheswick, Elrama, Brunot Island and Phillips. 
[ As required by Title V of the Clean Air Act Amendments 
•.|_(Clean Air Act), we filed comprehensive air operating permit 
^applications for Cheswick, Elrama, Brunot Island and Phillips 

in 1995. Approval is still pending for these applications. We 
filed our Title IV Phase II Clean Air Act compliance plan 
with the PUC on December 27, 1995. We also filed Title IV 
Phase II permit applications for oxides of nitrogen (NO.) 
emissions from Cheswick, Elrama and Phillips with the-
Allegheny County Health Department and the Pennsylvania 
Department of Environmental Protection (DEP) on 
December 23,1997. On December 30, 1999, we amended the 
Cheswick and Elrama applications, and filed a Phase II NO, 
Averaging Plan. Approval also is pending for these applications. 

Acid Rain Program Requirements. We believe we have 
satisfied all of the Phase I Acid Rain Program requirements 
of the Clean Air ACL However, the Phase II Acid Rain 
Program requires significant additional reductions of sulfur 
dioxide (SOj) through the end of 2000. We currently own 
and operate 611 MW of coal capacity equipped with SOj 
emission-reducing equipment 

In 1999 we installed gas rebum NO, reduction technology 
at Elrama Units 1,2 and 3, and installed new, improved low 
NO, burner technology at Elrama Unit 4. In 1998, Duquesne 
Light installed low-cost burner modifications to existing low 
NO, burner technology, and a new flue gas conditioning 
system, to maximize the effects of combustion-related 
controls at Cheswick. 

Ozone Reduction Requirements. In addition to the Phase II 
Acid Rain Program requirements, we are responsible for' 
NO, reduction requirements to meet the current Ozone 
Ambient Air Quality Standards under Title I of the Clean Air 
Act. Compliance with the current ozone standard is based 
on pre-1997 ozone data, using a one-hour average value 
approach. During the 1998 summer ozone season, the 
western Pennsylvania "area" achieved compliance with the 
one-hour ozone standard. Duquesne Light believes it will 
continue its current low NO, emission levels under the 
maintenance plan being established by the DEP. Duquesne 
Light further believes it will be able to meet any additional 
NO, reduction levels specified under the maintenance plan, 
through reductions required in 1999 under the Ozone 
Transport Commission control program described below. 

In September 1998, the Environmental Protection Agency 
(EPA) issued additional ozone-related NO, reduction 
requirements under Section 110 of the Clean Air Act, which 
may affect our power plants and supersede reduction levels 
specified for 2003 by the Ozone Transport Commission 
control program. Under this program, the EPA requires 
states in the northeast and midwest to amend their 
implementation plans to impose more stringent NO, 
allowance caps on emissions during the May to September 
control period. In response to a Federal court stay of this 
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program, the DEP has not finalized proposed implementation 
regulations, but has. indicated it will proceed with a similar 
control program under Section 126 of the Clean Air Act 
Until the Federal stay is resolved and regulations are 
implemented, the costs of compliance cannot be determined. 
However, we anticipate that compliance would require 
additional capital and operational costs beyond those already 
estimated through 2000. Such compliance costs will be the 
responsibility of Orion following the generation asset sale. 

Other. On November 3, 1999, the EPA and the 
Department of Justice filed suit against seven electric utility 
companies, including FirstEnergy.The suit alleges that the 
companies made illegal modifications to certain power 
plants, including Sammis Unit 7. FirstEnergy acquired 
Duquesne Light's interest in Sammis in the power station 
exchange.The ultimate outcome of this suit, and any 
potential impact it may have on Duquesne, cannot be 
determined at this time. 

In 1992, the DEP issued Residua/ Waste Management 
Regu/ations governing the generation and management of 
non-hazardous residual waste, such as coal ash. We have 
assessed our residual waste management sites, and the DEP 
has approved our compliance strategies. We incurred 
capital costs of $0.5 million in 1999 to comply with these 
DEP regulations. We expect the capital cost of compliance 
to be approximately $5.0 million over the next two years 
with respect to sites we will continue to own after the 
generation asset sale. 

Under the Emergency Planning and Community Right-to-
KnowAct of 1986, certain manufacturing and industrial 
companies are required to file annual toxic release inventory 
reports.The first submission by coal- and oil-fired electric 
utility generating stations was made on July 1, 1999, to report 
on emissions and discharges for l998.Toxic release 

,; inventory reporting does not involve emission reductions. 
_\. We do not anticipate any material impact resulting from 

":'*' ' this requirement. 
'*.}£,..•••- The Comprehensive Environmento/ Response, Compensation 
' j > : | w ; ' > o n d liability Acl of 1980 and the Superfund Amendments 

a n d Reauthorization Act of /986 established a variety of 
••-••:--.4 informational and environmental action programs.Through 
•:.f^: ,:v'; ̂ l ;

o u r investment in GSF Energy (GSF),we indirectly became 
^ ' ^ / f e i n v o l v e d in three hazardous waste sites. GSF was a minor 
i^g^.j/f.'^'contributor of materials to each site, and other solvent 
'.;A*J,-..S:'>.r,^D1„»;-,ik, tî jg p a r t j e s a r e involved. GSF believes that 

», along with its overall limited involvement, 
liability it may have for clean-up costs. 

,w-.,-o,,.~ b, J.... . . *• r - the GSF investment we are indemnified 

^ ^ m ^ W ^ ^ ^ - ^ ^ ' ^ ^ S S F - ™ y i n c u r r e l a t e ^ t o these sites by at 
S e ^ f e - ^ r ^ ^ f c r i V ^ u i i ^ ^ ^ ^ u i , Accordingly, we believe 

that these matters will not have a material adverse effect w j ^ 
our financial position, results of operations or cash flows, - w * 

AquaSource's water and water-related operations are 4'?M 
subject to the federal Safe Drinking Water Act, which providesf? 
for uniform minimum national water quality standards, as weiT^ 
as governmental authority to specify treatment processes 
to be used for drinking water. In the fourth quarter of 1999-1; 
AquaSource met the water quality reporting requirement -c^i 
under the act by providing timely reports to its customers?^1 

AquaSource's operations are also subject to the federal • 
Clean Water Act, which regulates the discharge of pollutants 'V. '.'̂ : 
into waterways. In connection with its acquisition strategy, 
AquaSource is aware of various compliance issues at its 
water and wastewater facilities, and is communicating and 
working closely with appropriate regulators to correct 
those issues in a timely manner. We do not believe that any 
of these compliance issues will have a material effect on 
DQE's financial position, results of operations or cash flows. 

We are involved in various other environmental matters. 
We believe that such matters, in total, will not have a 
materially adverse effect on our financial position, results of 
operations or cash flows. 

O U T L O O K 

As discussed previously, we expect to close on the sale of 
our generation assets to Orion during the second quarter 
of 2000. However, if the closing is delayed we will experience 
electricity market price risks during the volatile summer 
months. In that event, we would evaluate entering into 
advance purchase power contracts to mitigate the risk of 
price spikes similar to those seen during the summer of 
1999. If the closing is delayed beyond September 24,2000, 
Orion could, under certain circumstances, terminate the 
transaction. In that event, while exploring other divestiture 
options, we would continue to operate the generating 
plants and would continue to collect CTC revenues at 
current levels. 

Prospectively, assuming that the sale to Orion closes as . 
expected, the elearicity supply business will be a much 
smaller part of DQE than it has been historically. Among : 
the challenges we will face is changing the role of our 
administrative infrastructure. While the number of ^ 

electricity customers that we serve will not change,our:vV;^;.> 
margins from these customers will decline to reflert_the'.' ;Ui: :'' 
fact that we are providing only the delivery service and not^V^ 
the electricity itself. Our reduced elearicity margins will ^ i ^ " 
necessitate a lower level of support costs at the electnat^<3 
business. We expea to retrain and redeploy S O I P e ° - ^ ^ 
administrative employees, but we must also reduce ou£ 
overall administrative costs to maintain profitability.^1 ' 



Also related to the generation divestiture, we will be 
changing the capita! structure of Duquesne Light. With the 

•proceeds from the sale, we expect to retire higher-cost 
series of outstanding debt and to reduce the level of equity 
accordingly to create a capital structure appropriate for an 
electricity delivery company. 

As we continue our evolution into a multi-utility delivery 
^company, we expect to continue our aggregation strategy 

in the water distribution and propane delivery businesses. 
Efforts during the beginning of 2000 will focus on continuing 
to increase operating efficiencies, clustering investments in 
geographic regions and increasing returns on existing 
investments. Once operating efficiencies have been realized. 

•^ve expect to proceed with a disciplined approach to growing 
these strategic businesses. 

In addition to service-oriented delivery companies and an 
efficient support infrastructure, another integral component 
of our multi-utility vision is the use of electronic commerce 
channels to more efficiently offer products and services to 
our growing customer base. We expect to continue adding 
to our portfolio of technology-based investments, including 
those in electronic commerce. We expect some of the 
companies in our current technology-based portfolio of 
investments will consider additional capital raising activities, 

©including potential public stock offerings, during 2000 and 
beyond. Related to such opportunities for market valuation 
of our investments, we see the potential for substantial 
increases in the value of some of our investments. However, 
as is the case with most early-stage companies, there is also 

Rthe risk that the companies we have invested in will not 
continue to develop and will not produce acceptable 
returns. We have performed extensive due diligence and 
structured these investments to mitigate these risks. 

In summary, we will continue to focus on targeted 
investment opportunities that add incremental value to our 

•shareholders. We will maintain a disciplined approach to 
evaluating opportunities to expand our distribution 
businesses, and offer new products and services to our 
existing customer base. We face considerable challenges in 
completing the transformation of our business from a fully 

^integrated electric utility into a multi-utility delivery 
company of the future. We expect that with continued 
successful negotiation of these challenges will come the 
opportunity for continued improvement in shareholder value. 

O T H E R 

Retirement Plan Measurement Assumptions 

The discount rate used to determine the projected benefit 
obligation on our retirement plans at December 31, 1999, 
increased to 7.5 percent. The effect of this change on our 
retirement plan obligations is reflected in the amounts shown 
in "Employee Benefits," Note N to the consolidated financial 
statements, on page 61.The resulting change in related 
expenses for subsequent years is not expected to be material. 

Recent Accounting Pronouncement 

In June 1998, the Financial Accounting Standards Board 
issued SFAS No. 133, Accounting for Derivative Instruments and 
Hedging Activities.This statement establishes accounting and 
reporting standards for derivative instruments, including 
certain derivative instruments embedded in other contracts, 
(collectively referred to as derivatives) and for hedging 
activities. We are evaluating the impact on our financial 
statements and disclosures. 

Market Risk 

Market risk represents the risk of financial loss that 
may impact our consolidated financial position, results of 
operations or cash flows due to adverse changes in market 
prices and rates. 

We manage our interest rate risk by balancing our exposure 
between fixed and variable rates while attempting to minimize 
our interest costs. Currently, our variable interest rate debt 
is approximately 25 percent of long-term borrowings.This 
variable rate debt is tow-cost, tax-exempt debt We also 
manage our interest rate risk by retiring and issuing debt from 
time to time and by maintaining a balance of short-term, 
medium-term and long-term debt A 10 percent increase in 
interest rates would have affected our variable rate debt 
obligations by increasing interest expense by approximately 
$ 1.6 million for the years ended December 31,1999, 1998 
and 1997. A 10 percent reduaion in interest rates would 
have increased the market value of our fixed rate debt by 
approximately $32.5 million and $22.8 million as of 
December 31,1999 and 1998. Such changes would not have 
had a near-term effect on our future earnings or cash flows. 

' l l 

! i : 

•jiii 

"t r i ' 

F o r t y - T h r e e 
'.;i1 I 



.. '.'iif'-'-:. 

Repor t of Independent A u d i t o r s , ' i - i , 

To the Directors end Shareholders of DQE, Inc.: - / O 

We have audited the accompanying consolidated balance sheet of DQE, Inc. and -;. 

its subsidiaries as of December 31,1999 and 1998, and the related consolidated " 

statements of income, comprehensive income, retained earnings and cash flows for 

each of the three years in the period ended December 31,1999.These financial 

statements are the responsibility of DQE, Inc.'s management Our responsibility is ' 

to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. 

Those standards require that we plan and perform the audit to obtain reasonable 

assurance about whether the financial statements are free of material misstatement 

An audit includes examining, on a test basis, evidence supporting the amounts and 

disclosures in the financial statements. An audit also includes assessing the accounting 

principles used and significant estimates made by management as well as evaluating 

the overall financial statement presentation. We believe that our audits provide a 

reasonable basis for our opinion. 

In our opinion, such consolidated financial statements present fairly, in all material 

respects, the financial position of DQE, Inc. and its subsidiaries as of December 31, 

1999 and 1998, and the results of their operations and their cash flows for each of 

the three years in the period ended December 31,1999, in conformity whh generally 

accepted accounting principles. 

Deloitte &Touche LLP 

Pittsburgh, Pennsylvania 

January 28,2000 

Report of the Audit Commit tee of the Board of Directors of D Q E 

The Audit Committee, composed entirely of non-employee directors, meets 

regularly with the independent auditors and the internal auditors to discuss results 

of their audit work, their evaluation of the adequacy of the internal accounting . -. 

controls and the quality of financial reporting. , -.-^ 

In fulfilling its responsibilities in 1999, the Audit Committee recommended to ^ i e ^ i 

Board of Directors, subject to shareholder approval, the selection of DQtr?^f7<$*i 

independent auditors.The Audit Committee reviewed the overall scope'^y dettils^^ 

of the independent auditors' and internal auditors' respective audit p l ^ ' , ^ L ^ ^ ^ , 

and approved the independent auditors' general audit fees and "*'*' « r v " * * " ! ' 

Audit Committee meetings are designed to facilitate open c o ^ . ^ O l ^ ^ P ^ ^ ^ y . ' f r 

internal auditors and independent auditors.To ensure 

the independent auditors and the internal auditors have full and free acce^ W 

Audit Committee. ** '• - '^'-•'"^•'•J^v^VcivS^ 

The Audit Committee of the Board of Directors of DQE 



Statement of Consolidated Income 

• 
(Thousands of Dollars, Except Per Share Amounts) 

• 
Year Ended December 31, 

1999 1998 1997 

O P E R A T I N G Electricity sales $1,093,537 $1,126,789 $1,124,318 

R E V E N U E S Water sales 122,389 30.941 1.568 

• Other 125,275 96.821 104,288 

Total Operating Revenues 1,341,201 1,254,551 1,230.174 

O P E R A T I N G Fuel and purchased power 225,182 262.560 223,411 

E X P E N S E S Other operating 437,679 343,442 320,610 

Maintenance 75,400 74,908 82,869 

• Depreciation and amortization 196,319 219,920 239,980 

Taxes other than income taxes 87,779 81,318 82.567 

Total Operating Expenses 1,022,359 982,148 949,437 

O P E R A T I N G Operating Income 318,842 272,403 280,737 

I N C O M E Long-term investment income 90,363 105,139 64,464 

^ D T H E R I N C O M E Gain on dispositions 44,027 6,809 34,364 

Interest and other income 17,613 22.853 30,979 

Total Other Income 152,003 134,801 129,807 

Interest and Other Charges 158,707 109,534 115,638 

Income Before Income Taxes and Extraordinary I tem 312,138 297,670 294,906 

Income Taxes 1 10,722 100,982 95.805 

Income Before Extraordinary I tem 201,416 196,688 199,101 

Extraordinary I tem, Net ofTax — (82,548) — 

N E T I N C O M E Net Income, After Extraordinary I tem 201,416 114,140 199,101 

• Dividends on Preferred Stock 1,569 866 — 

Earnings Available for C o m m o n Stock $ 199,847 $ 113,274 $ 199,101 

Average Number of C o m m o n Shares 
Outstanding (Thousands of Shares) 75,463 77,683 77,492 

• 
E A R N I N G S P E R 
S H A R E 

Basic Earnings Per Share of C o m m o n Stock: 
Before Extraordinary I tem $ 2.65 $ 2.52 $ 2.57 

Extraordinary Item — $(1.06) — 

i After Extraordinary I tem $ 2.65 $ 1.46 $ 2.57 

• 

j 
Diluted Earnings Per Share of C o m m o n Stock: 

Before Extraordinary I tem $ 2.62 $ 2.49 $ 2.56 

Extraordinary Item — $(1-03) — 

After Extraordinary I tem . . $ 2.62 $ 1.46 . $ 2.56 

> 

D I V I D E N D S 
D E C L A R E D 

Dividends Declared. Per Share of C o m m o n Stock ;,.....,-,•,.:.:$ ,1.54 . ; . .$ 1.46 $ 1.38 D I V I D E N D S 
D E C L A R E D 

See notes to consbMated financial statements. . . •. -o . •'.•/•J'.'v:1 f 
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ASSETS 

Consolidated Balance Sheet 

^ p S r ? ^ ^ ' f r , > - , • • Other 

Other Non-Current Assets: 

Transition costs 

Regulatory assets 

ivestiture costs 

Total Other Non-Current Assets 

Totaf Assets 

consolidated financial statements. 

(Thousands of Doffars) 

As of December 31, 

1999 1998 

Cur ren t Assets: 

Cash and temporary cash investments $ 54,229 $ 108.176 

Receivables: 

Electric customer accounts receivable 82,314 87.262 

Other electric utility receivables 32,582 25,412 

Water customer accounts receivable 21,352 10.591 

Other receivables 57,280 42.260 

Less: Allowance for uncollectible accounts (9,280) (9,415) 

Totaf Receivables - Net 184,248 156.110 

Materials and supplies (at average cost): 

Operating and construction 37,536 58,747 

Coal 17,705 25,702 

Total Materials and Supplies 55,241 84.449 

Other current assets 81,939 15,233 

Totaf Current Assets 375,657 363,968 

Long-Term Investments: 

Leveraged leases 409,461 388.113 

Gas reserves 89,390 103.270 

Affordable housing 79,752 131,395 

Other leases 17,162 38,783 

Nuclear decommissioning trust fund — 62,697 

Other 43,519 24,549 

Totaf Long-Term /nvestments 639,284 748,807 

Property, Plant and Equipment: 

Electric plant in service 3,856,719 4,379,703 

Water plant in service 170,509 91.850 

Construction work in progress 84,313 79,644 

Property held under capital leases 26,327 123,374 

Other 231,435 206,112 

Gross property, plant and equipment 4,369,303 4,880,683. 

Less: Accumulated depreciation and amortization (2,541,236) (3,165,651) 

Total Property, Plant and Equipment - Net 1,828,067 1,715,032 

2 . 0 0 8 , 1 7 1 ^ ^ 1 3 2 ^ 
. «-«.:-v.i;.'o;'-̂ ioo n££ *-'. 
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LIABILITIES AND 

CAPITALIZATION 

(Thousands of Dollars) 

As of December 31, 

1999 1998 

Current Liabilities: 

Current debt maturities $ 469,248 $ 105,347 

Notes payable 342,804 — 

Accounts payable 106,143 117,911 

Accrued liabilities 32,970 84,754 

Dividends declared 31,427 33,009 

Other 1,051 6,864 

Total Current Liabilities 983,643 347,885 

Non-Current Liabilities: 

Deferred income taxes - net 1,020,103 910,228 

BeaverValley lease liability — 475,570 

Deferred income 126,434 156,579 

Deferred investment tax credits 22,208 24,076 

Capital lease obligations 16,863 36,596 

Nuclear decommissioning liability — 62.697 

Other 186,617 253,649 

Total Non-Current Liabilities 1,372,225 1,919,395 

Commitments and Contingencies (Notes B through N) 

Capitalization: 

Long-Term Debt 1,633,077 1,357,749 

Preferred and Preference Stock: 

DQE preferred stock 42,170 35,274 

Preferred stock of subsidiaries 215,608 215,608 

Preference stock of subsidiaries 25,279 26,914 

Total preferred and preference stock before deferred employee 
stock ownership plan (ESOP) benefit 283,057 277,796 

Deferred ESOP benefit (10,875) (14.240) 

Total Preferred and Preference Stock 272,182 263,556 

C o m m o n Shareholders* Equity: 

Common stock - no par value (authorized - 187,500,000 
shares; issued - 109,679,154 shares) 994,935 993,404 

Retained earnings 953,785 869,671 

Treasury stock (at cost) (37,912,995 and 32,305,726 shares) (602,689) (385,976) 

Accumulated other comprehensive income 1,834 294 

Total Common Shareholders'Equity 1,347,865 1,477,393 

Total Capitalization • 3,253,124 3,098,698 

Totaf Liabilities and Capitalization $5,608,992 $5,365,978 

.!• I 

ii ' 

I i , ! , 

See notes to consolidated pnandal statements. 
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Statement of Consolidated Cash Flows 

(Thousands of Dol/orsJ 
m year Ended December i i , 

1999 1998 1997 

C A S H F L O W S Net income $ 201,416 $ i 14,140 $ 199.101 

F R O M Principal non-cash charges (credits) to net income: 

O P E R A T I N G Depreciation and amortization 196,319 219,920 239,980 

A C T I V I T I E S Deferred taxes 73,461 119,945 60,811 
Capital lease, nuclear fuel and investment amortization 60,470 80,574 67,671 
Gain on disposition of investments (44,027) (6,809) (34,364) 

Investment income (79,747) (111,904) (66,246) 

Changes in working capital other than cash (75,668) (36,995} (36,758) 

• Extraordinary item, net of tax — 82,548 — 

Increase in ECR — (19,219) (25,318) 

Other 5,644 (81,857) (37,175) 

Net Cash Provided from Operating Activities 337,868 360,343 367.702 

C A S H F L O W S Capital expenditures (147,236) (190,548) (116,004) 

• F R O M Acquisition of water companies (133,023) (122,007) (6,611) 

I N V E S T I N G Acquisition of propane companies (63,364) — — 
A C T I V I T I E S Funding of nuclear decommissioning trust (59,861) (8,878) (8,762) 

Generating stations divestiture costs (47,449) — — 
Long-term investments (29,671) (60,017) (210,360) 

• Proceeds from disposition of investments 143,094 6.809 86,300 

Other (11,506) (22,466) (1,132) 

Net Cosh Used in Investing Activities (349,016) (397,107) (256,569) 

C A S H F L O W S Issuance of debt 386,624 140,000 — 
F R O M Issuance of notes payable 342,804 — — 

• F I N A N C I N G Reductions of long-term obligations: 

A C T I V I T I E S Capital leases (42,423) (12,897) (13,55!) 

Long-term debt (90,667) (198,272) (52,100) 

Dividends on common and preferred stock (117,302) (114,218) (106.959) 

Repurchase of common stock (216,713) (14.155) (30) 

BeaverValley 2 lease termination (277,226) — — 
W Other (27,896) (11,930) 6.941 . 

•• • 
Net Cosh Used in Financing Activities (42,799) (211,472) (165.699) 

Net decrease in cash and temporary cash investments (53,947) (248,236) (54,566) 

Cash and temporary cash investments at beginning of year 108,176 356,412 4io;?78'.; 

• 'V-J-l- V •• Cash and temporary cash investments at end of year $ 54,229 $ 108.176 $ 356.4124-

^ • • • ^ i J . , ; ' . . • 

('i"-!v'"-'v*j? v'- ' i . •"' 
Supplementa l C a s h Flow Informat ion 

J i l v ^ C A S H PAID Interest (net of amount capitalized) $ 100,083 $ 91,462 

• ^ ^ ^ D U R I N G J . Income taxes $ 35,108 $ 27,978 $ v66.7p3^ 

See notes to consolidated financial statements. 
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Statement of Consolidated Comprehensive Income 

(Thousands of Dollars) 

Year Ended December 31, 

1999 1998 1997 

Net income $ 201,416 $ 114.140 $ 199.101 

Other comprehensive income: 

Unrealized holding gains (losses) arising during the year, 
net of tax of $ 1,081, $(2,445) and $3,776 

Less: reclassification adjustment for gains included 
in net income, net of tax of $0, $0 and $4,440 

1,540 (3.448) 6,007 

(6.260) 

Totof Other Comprehensive /ncome (Loss) 1,540 (3.448) (253) 

Comprehensive Income $ 202,956 $ 110,692 $ 198,848 

See notes to consolidated financial statements. 

S t a t e m e n t o f C o n s o l i d a t e d R e t a i n e d Earn ings 

(Thousands of Dollars) 

As of December 31, 

1999 1998 1997 

Balance at beginning of year 

Net income 

Dividends declared 

$ 869,671 

201,416 

(117,302) 

$ 869,749 $ 

114,140 

(114,218) 

777,607 

199,101 

(106,959) 

Balance at End ofYear $ 953,785 $ 869,671 $ 869,749 

I. . 

i'l 

See notes to consolidated financial statements. 

Notes to Consolidated Financial Statements 

A. SUMMARY O F S I G N I F I C A N T 

A C C O U N T I N G P O L I C I E S 

Conso/idotion 

DQE, Inc. is a multi-utility delivery and services company. 

Our subsidiaries are Duquesne Light Company;AquaSource, 

Inc.; DQE Capital Corporation; DQE Energy Services, Inc.; 

DQE Enterprises, Inc. (formerly Duquesne Enterprises, Inc.); 

DQE Financial Corp. (formerly Montauk, Inc.); and DQE 

Systems, Inc. (formerly DQEnergy Partners, Inc.). 

Duquesne Light, our largest operating subsidiary, is an 

electric utility engaged in the supply, transmission, 

distribution and sale of elearic energy. On December 3, 

1999, Duquesne Light completed a power station asset 

exchange with FirstEnergy Corp.This was the first phase of 

our Pennsylvania Public Utility Commission (PUC)-approved 

plan to divest our generation assets. We expea to complete 

•.- this divestiture through the pending sale of our remaining 

generation assets to Orion Power Holdings, Inc. Final sale 

agreements must be approved by various regulatory agencies, 

including the PUC. We expect the sale to close in the 

second quarter of 2000. After that time, we expect to meet 

our energy supply obligations through a provider of last 

resoa service agreement with Orion. (See "Restructuring 

Plan" discussion. Note F, on page 54.) ' 

AquaSource, our second largest operating subsidiary, is a 

water resource management company that acquires, develops 

and manages water and wastewater utilities, botded water 

operations and complementary businesses. 

Our expanded business lines engage in a wide range of 

initiatives, including: the distribution of propane; the 

production of landfill gas and synthetic fuels; investments in 

elearonic commerce, energy-related technology and 

communications systems; energy facility development and 

operation; and independent power production. DQE Capital 

provides financing for DQE and various affiliates. 

. All material intercompany balances and transactions have 

been eliminated in the preparation of the consolidated 

financial statements. 

F o r t y - N i n e 
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Bash of Accounting 
DQE and Duquesne Light are subject to the accounting 

and reporting requirements of the Securities and Exchange 

Commission (SEC). In addition, Duquesne Light's electric 

utility operations are subject to regulation by the PUC, 

Including regulation under the Pennsylvania Bectricity Generation 

Customer Choice and Competition Act (Customer Choice Act), 

and the Federal Energy Regulatory Commission (FERC) 

under the Federal Power Act with respect to rates for 

interstate sales, transmission of electric power, accounting 

and other matters. 

As a result of the PUC's May 29, 1998, final order 

regarding our restructuring plan under the Customer 

Choice A a (see "Rate Matters," Note F, on page S3), the 

electricity supply segment of our business does not meet 

the criteria of Stotement of Financial Accounting Standards 

(SFAS) No. 71, Accounting for the Effects of Certain Types of 

Regulation (SFAS No. 71). Pursuant to the PUC's final 

restruauring order, our generation-related regulatory 

assets are being recovered through a competitive transition 

charge (CTC) collected in connection with providing 

transmission and distribution services, and these assets have 

been reclassified accordingly.The balance of transition costs 

will be adjusted by receipt of the proceeds from the 

pending generation asset sale.The elearicity delivery 

business segment continues to meet SFAS No. 71 criteria, 

and accordingly reflects regulatory assets and liabilities 

consistent with cost-based ratemaking regulations.The 

regulatory assets represent probable future revenue, 

because provisions for these costs are currently included, or 

are expeaed to be included, in charges to electric utility 

customers through the ratemaking process. (See "Rate 

Matters," Note F, on page 53.) These regulatory assets 

consist of a regulatory tax receivable, unamortized debt 

costs ahd deferred employee costs. 

;The preparation of financial statements in conformity with 

s i y ^ ' ^Tv- igeneraily accepted accounting principles requires management 

5^5i^»-:>-to make estimates and assumptions that affect the reported 

and disclosure of contingent 

of the financial statements, 

amounts of revenues and expenses during the 

also may be affected by the estimates and 

quired to make. Aaual results 

j^Sj^^^R^^rfiurtrhent Clause 

(ECR), 

Duquesne Light previously recovered (by the amount that 

such expenses were not included in base rates) nuclear fuel k ' t 

fossil fuel and purchased power expenses. Also through the * 

ECR, Duquesne Light passed to its customers the profits * 

irom short-term power sales to other utilities. As a 

consequence of the PUC's final order regarding Duquesne 

Ught's restruauring plan, such costs are no longer recoverable 

through the ECR. Instead, effective May 29, 1998 (the date 

of the PUC's final restructuring order), such costs are 

expensed as incurred and thus impact net income. (See 

"Restruauring Plan" discussion, Note F, on page 54.) 

Revenues from Utility Sales 

Duquesne Light's electric utility operations provide service 

to approximately 580,000 direa customers in southwestern 

Pennsylvania (including in the City of Pittsburgh), a territory 

of approximately 800 square miles. We have also historically 

sold elearicity to other utilities, and will continue to do so 

until the generation asset sale is complete. (See "Restructuring 

Plan" discussion. Note F, on page 54.) Duquesne Light's 

meters are read monthly and electric utility customers are 

billed on the same basis. Revenues are recorded in the 

accounting periods for which they are billed, with the 

exception of energy cost recovery revenues. (See "Energy 

Cost Rate Adjustment Clause" discussion above.) 

AquaSource's water utility operations currently provide 

service to approximately 430,000 water and wastewater 

customer connections in 18 states. 

Maintenance 

Effective January 1, 1999, as a result of the PUC's final 

restructuring order, all electric utility maintenance costs are 

expensed as incurred. Historically, incremental maintenance 

costs incurred for refueling outages at Duquesne Light's 

nuclear units (which all were acquired by FirstEnergy in 

December 1999) were deferred for amortization over the 

period between refueling outages (generally 18 months). . ;. 

Duquesne Light would accrue, over the periods between r!;.."" 

outages, anticipated costs for scheduled major fossil -'^tV . 

generating station outages. Maintenance costs incurred for j,.; 

non-major scheduled outages and for forced outages jive^e ^ 

charged to expense as such costs were incurred, ''^yi^y^--.. 

Depreciation and Amortization • •^•."S'^-

Depreciation of property, plant and equ'pme^tj^.^^^^v^] 

on a straight-line basis over the estimated remaini^^|J^S 

lives of properties. Goodwill, nfthe.^' 
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cost over the net tangible and identifiable assets of acquired 

businesses, is stated at cost and is amortized on a straight-

line basis over the estimated future periods to be benefited 

(25 to 40 years). Goodwill is included in other non-current 

assets on the consolidated balance sheet. Amortization of 

gas reserve investments and depreciation of related 

property are on a units of production method over the 

total estimated gas reserves. Amortization of interests in 

affordable housing partnerships is based upon a method 

that approximates the equity method; amortization of 

certain other leases is on the basis of benefits recorded 

over the lives of the investments. Depreciation and 

amortization of other properties are calculated on various 

bases. Amortization of transition costs represents the 

difference between CTC revenues billed to customers and 

the allowed return on our unrecovered net transition cost 

balance (I I percent pre-tax). 

In 1998 and 1997, Duquesne Light recorded nuclear 

decommissioning costs under the category of depreciation 

and amortization expense, and accrued a liability, equal to 

that amount, for nuclear decommissioning expense. In 1999, 

these costs are included in transition cost amortization. On 

the consolidated balance sheet, in 1998 the decommissioning 

trusts have been reflected in other long-term investments, 

and the related liability has been recorded as other non-

current liabilities. Historically, trust fund earnings increased 

the fund balance and the recorded liability. Fully funded 

trust funds and decommissioning liability were transferred 

to FirstEnergy in the power station exchange. (See "Power 

Station Exchange" discussion. Note F, on page 54.) 

Income Toxes 

We use the liability method in computing deferred taxes 

on all differences between book and tax bases of assets. 

These book/tax differences occur when events and 

transactions recognized for financial reporting purposes are 

not recognized in the same period for tax purposes. The 

deferred tax liability or asset is also adjusted in the period 

of enactment for the effect of changes in tax laws or rates. 

For the electricity delivery business segment, we recognize 

a regulatory asset for the deferred tax liabilities that are 

expected to be recovered from customers through rates. 

(See "Rate Matters," Note F, and "Income Taxes," Note H, 

on pages 53 and 55.) Reversals of accumulated deferred 

income taxes are included in income tax expense. 

Investment tax credits (ITC) related to the electricity 

delivery business segment generally were deferred.These 

prior credits are subsequently reflected, over the lives of 

the related assets, as reductions to income tax expense. 

Other Operating Revenues and Other Income 

Other operating revenues include non-kilowatt-hour 

(KWH) electric utility revenues and revenues from 

AquaSource's and the expanded business lines' operating 

activities. Other income primarily is made up of income 

from long-term investments entered into by the expanded 

business lines.The income is separated from other 

revenues as the investment income does not result from 

operating activities. 

Property, Plant and Equipment 

The asset values of our utility properties are stated at 

original construction cost, which includes related payroll 

taxes, pensions and other fringe benefits, as well as 

administrative costs. Also included in original construction 

cost is an allowance for funds used during construction 

(AFC), which represents the estimated cost of debt and 

equity funds used to finance construction. 

Additions to, and replacements of, property units are 

charged to plant accounts. Maintenance, repairs and 

replacement of minor items of property are recorded as 

expenses when they are incurred.The costs of electricity 

delivery business segment properties that are retired (plus 

removal costs and less any salvage value) are charged to 

accumulated depreciation and amortization. 

The asset values of the electricity supply business 

segment properties were written down to market value in 

accordance with SFAS No. 121, Accounting for the Impairment 

of Long-lived Assets and for Long-lived Assets to Be Disposed 

Of, in conjunction with the PUC's final restructuring order. 

Substantially all of the electric utility properties are 

subject to a first mortgage lien. 

Temporary Cash Investments 

Temporary cash investments are short-term, highly liquid 

investments with original maturities of three or fewer months. 

They are stated at market, which approximates cost. We 

consider temporary cash investments to be cash equivalents. 

F i f t y - O n e 
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- Earnings Per Shore 

Basic earnings per share is computed on the basis of the 

^We ih ted average number of common shares outstanding. 

•' Di luted earnings per share is computed on the basis of the 

'weighted average number of common shares outstanding 

^ ' p i t t t W effect of the outstanding Employee Stock 

Ownerahip Plan shares, DQE Preferred Stock and stock 

optfons.The treasury stock method is used in computing the 

[ dilutive effect of stock options.This method assumes any 

proceeds obtained upon the exercise of options would be 

used to purchase common stock at the average market 

price during the period.The following table presents the 

numerators and denominators used in computing the diluted 

earnings per share before 1998 extraordinary charge for 

1999,1998 and 1997. 

Di lu ted Earnings Per Shore 
for the Year Ended December 31, 

1999 1998 1997 

(Thousands of Dollars) 

Earnings for common $199,847 $195,822 $199,101 

Dilutive effect of: 

ESOP dividends 2,121 2,183 2,269 

Preferred stock dividends 1,569 866 — 
Diluted earnings for common $203,537 $198,871 $201,370 

Basic average shares 75,463 77,683 77,492 

Dilutive effect of: 

. ESOP shares 1,128 1,169 1.226 

• DQE Preferred Stock 1,066 928 — 

.. Stock options 19 59 3 

Diluted average shares 77,676 79.839 78,721 

' J Di lu ted Earnings 
' Per Shore $ 2.62 $ 2.49 $ 2.56 

Based Compensa t ion 

account for stock-based compensation using the 

A ^ I J ^ ^ ^ r p r e t a t i o n s . Accordingly, compensation cost for stock 
I - » . J »!_ :r r I 

W & t e * * : i ? . r ! ? a r k e t P r i c e 0 * DQE common ste 

' ' w I l ^ A ^ ^ J - ? ^ ' ^ amount any employee must pay to acquire 

^ ' ^ ^ S i e . K o d c Compensation cost for stock appreciation rights 

••* recorded based on the quoted market price of the stock 

iReclassifit 

^ S ^ S M i A ^ l ' ^ D i ^ ' 1 ^ ^ financial statements 

Recent Accoun t i ng Pronouncement 

In June 1998, the Financial Accounting Standards Board 

issued SFAS No. /33, Accounting for Derivative instruments and 

Hedging Activities. This statement establishes accounting and 

reporting standards for derivative instruments, including 

certain derivative instruments embedded in other contracts, 

(collectively referred to as derivatives) and for hedging 

activities. W e are evaluating the impact on our financial 

statements and disclosures. 

B. C H A N G E S I N W O R K I N G C A P I T A L 

O T H E R T H A N C A S H 

Changes in Working Capital Other than Cash 
(Net of Dispositions and Acquisitions) for the Year Ended 
December 31, 

(Thousands of Dollars) 

1999 1998 1997 

Receivables $ (17,303) $ (19,080) $ (14,476) 

Materials and supplies 40,347 (10,942) (1,740) 

Other current assets (67,634) (1,020) (519) 

Accounts payable (15,859) 30,745 (4,993) 

Other current liabilities (15,219) (36,698) (15,030) 

Total $ (75,668) $ (36,995) $ (36.758) 

C . P R O P E R T Y , P L A N T A N D E Q U I P M E N T 

Following the power station exchange with FirstEnergy, 

we own the operating generating units listed in the 

following table. We anticipate selling all of these units to 

Or ion in the second quarter of 2000. (See "Rate Matters," 

No te F, on page 53.) 

Generat ing Units 

Unit 
Generating 
Capability 

(Megawatts) 

Fuel 
Source 

Cheswick 570 

Elrama Units 1,2,3 and 4 487 

Brunot Island Units la, Ib, Ic,2a,2b and 3 234 

Avon Lake Units 6,7,9 and 10 (a) 739 

New Castle Units 3,4,5, A and B (a) 338 

Niles Units 1,2 and A (a) 246 

Coal 

. - Coal ' ,-

Fuel Oil 

'^Coal ' ' " 

/ i l i f l 
Totaf Generat ing Units 2,614 

(a) Acquired from FirstEnergy in the December 3, 1999 poweiVi^jf. 
station exchange. •' r 



Orion also will acquire our ownership interest in cold-

reserved generating units at Brunot Island Unit 4 and 

Phillips Power Station, with a combined capacity of 

approximately 450 MW. 

D. L O N G - T E R M I N V E S T M E N T S 

We have made equity investments in affordable housing 

and gas reserve partnerships as a limited partner. At 

December 31, 1999, we had investments in I I affordable 

housing funds and 26 gas reserve sites. In 1999, we invested 

$8.2 million to acquire a 50 percent interest in a joint 

venture that designs, engineers and constructs landfill gas 

collection systems. We are the lessor in 7 leveraged lease 

arrangements involving mining equipment, fossil generating 

stations, waste-to-energy facilities, high speed service ferries 

and natural gas processing equipment.These leases expire in 

various years beginning in 2011 through 2037.The recorded 

residual value of the equipment at the end of the lease 

terms is approximately one percent of the original cost. Our 

aggregate investment represents 20 percent of the aggregate 

original cost of the property, and is either leased to a 

creditworthy lessee or is secured by guarantees of the 

lessee's parent or affiliate.The remaining 80 percent was 

financed by non-recourse debt, provided by lenders who 

have been granted, as their sole remedy in the event of 

default by the lessees, an assignment of rentals due under 

the leases and a security interest in the leased property. 

This debt amounted to $944 million and $992 million at 

December 31, 1999 and 1998. 

Net Leveraged Lease investments at December 3/ , 

(Thousands 

1999 

of Dollars) 

1998 

Rentals receivable - net $ 613,458 $ 632,879 

Estimated residual value 1 1,510 22,029 

Less: Unearned income (215,507) (266.795) 

Leveraged lease investments 409,461 388,113 

Less: Deferred taxes (232,366) (185,639) 

Net Leveraged 
Lease /nvestments $ 177,095 $ 202.474 

Our other leases include investments in fossil generating 

stadons, a waste-to-energy facility, computers, vehicles and 

equipment Our other investments are primarily in marketable 

securities. Deferred income, as shown on the consolidated 

balance sheet, primarily relates to our other lease investments 

and certain gas reserve investments. Deferred amounts will 

be recognized as income over the lives of the underfying 

investments for periods not exceeding 15 years from the 

time of investment 

E . A C Q U I S I T I O N S 

Through December 31,1999. we had invested 

approximately $305 million for AquaSource to acquire the 

stock or assets of water and water-related companies 

through the purchase method of accounting. Approximately 

$43 million was in the form of Preferred Stock, Series A 

(Convertible), $100 liquidation preference per share (DQE 

Preferred Stock). 

In 1999, DQE Systems invested approximately $63 million 

in the acquisition of 18 propane delivery companies in 

five states.These companies serve approximately 71,000 

customers. With respect to propane delivery company 

acquisitions, we are implementing an aggregation strategy 

similar to that used by AquaSource. 

F. R A T E M A T T E R S 

Competition and the Customer Choice Act 

Under Pennsylvania ratemaking practice, regulated 

electric utilities were granted exclusive geographic 

franchises to sell electricity, in exchange for making 

investments and incurring obligations to serve customers 

under the then-existing regulatory framework.Through the 

ratemaking process, those prudently incurred costs were 

recovered from customers, along with a return on the 

investment Additionally, certain operating costs were 

approved for deferral for future recovery from customers 

(regulatory assets). As a result of this process, utilities had 

assets recorded on their balance sheets at above-market 

costs, thus creating transition costs. 

The Customer Choice Act (effective January I, 1997) 

enables Pennsylvania's electric utility customers to purchase 

electricity at market prices from a variety of electric 

generation suppliers (customer choice). As of January 2000, 

all customers have customer choice. As of February 29,2000, 

approximately 23 percent of Duquesne Light's customers 

had chosen alternative generation suppliers, representing 

approximately 30 percent of Duquesne Ught's non-

coincident peak load. Customers who have chosen an 

electricity generation supplier other than Duquesne Light 

paiy that supplier for generation charges, and pay Duquesne 

Ught the CTC (discussed befovy) and charges for transmission 

F i f t y - T h r e e 



$ m ! & $ i f m d distribution. Customers who continue to buy their 
^ 0 S : f .generation from Duquesne Light pay for their service at 
^ ^ S ^ V cufrent regulated tariff rates divided into generation, 
A ^ W 1 ^ transmission and distribution charges, and the CTC. 
N ; ^ 3 9 l : ' ' Bectricity delivery (including transmission, distribution and 

customer service) remains regulated in substantially the 
' j s ^ ^ ' - l ; jame manner as under historical regulation. 

Rote Cop 
An overall four-and-one-half-year rate cap from January I . 

1997, was originally imposed on the transmission and 
distribution charges of Pennsylvania electric utility companies 
under the Customer Choice Act As part ofa settlement 
regarding recovery of deferred fuel costs (discussed below), 
we have agreed to extend this rate cap for an additional six 
months through the end of 2001. 

Provider of Last Resort 
Duquesne Light is required not only to deliver electricity, 

but also to serve as the provider of last resort for all 
customers in its service territory. As the provider of last 
resort Duquesne Light must provide elearicity for any 
customer who cannot or does not choose an alternative 
electric generation supplier, or whose supplier fails to 
deliver. While collecting the CTC, Duquesne Light may 
charge only PUC-approved rates for the supply of elearicity 
as the provider of last resort As part of the pending 
generation asset sale, Orion has agreed to supply Duquesne 
Light under a provider of last resoa service agreement 
with all of the elearic energy necessary to satisfy Duquesne 
Light's provider of last resoa obligations during the CTC 
colleaion period. Under the Customer Choice Aa, after 
the CTC collection period Duquesne Light anticipates that 
it will supply elearicity at market prices to fulfill its provider 

of last resort obligations. 

V'>'\'?:Restructuring Plan 

.final restructuring order, the PUC 
Duquesne Light should recover most of 

^fe- te^I^hsi t ioh costs, net of tax, was originally to be recovered 
^ ^ ^ ^ o v e r ^ a seven-year period ending in 2005. However, by 

' ^ ^ B ^ ^ ^ ^ ^ r ^ ^ a n t i c i P a t e e a r l y termination of the CTC 

addition, the transition costs as refleaed on the consolidated 
balance sheet are being amortized over the same period 
that the CTC revenues are being recognized. Duquesne 
Light is allowed to earn an 11 percent pre-tax return on 
the unrecovered, net of tax balance of transition costs, as 
adjusted following the generation asset sale. 

As part of our restructuring plan filing, we requested 
recovery of $ 11.5 million ($6.7 million, net of tax) through 
the CTC for energy costs previously deferred under the 
ECR. Recovery of this amount was approved in the PUC's 
final restructuring order. We also requested recovery of an 
additional $31.2 million ($ 18.2 million, net of tax) in deferred 
fuel costs. Although the PUC initially denied recovery of 
this additional amount on Oaober26, 1999, Duquesne 
Light and the Pennsylvania Office of the Consumer Advocate 
reached a settlement on this issue which would permit 
recovery of the entire $42.7 million ($24.9 million, net of tax) 
in deferred fuel costs.The PUC approved this settlement on 
February 11,2000. 

On December 18, 1998, the PUC approved Duquesne 
Light's auction plan, which included an auction of its 
provider of last resort service obligations, as well as an 
agreement to carry out the power station exchange with 
FirstEnergy. 

Power Station Exchange. On December 3, 1999, Duquesne 
Light completed the exchange of its partial interests in five 
power plants for three wholly owned power plants of 
subsidiaries of FirstEnergy. Duquesne Light received three 
fossil-powered plants (located in Avon Lake and Niles, Ohio, 
and in New Castle, Pennsylvania) having an aggregate net 
demonstrated capacity of 1,323 MWThe ownership interests 
transferred by Duquesne Light included its interests in the 
nuclear-powered iBeaver Valley, Pennsylvania and Perry, Ohio 
plants, and the fossil-powered Bruce Mansfield, Pennsylvania 
and Sammis and Eastlake, Ohio plants, having an aggregate 
net demonstrated capacity of 1,435 MW. Along with 
ownership of the nuclear-powered plants, FirstEnergy assumed 
the decommissioning liability for BeaverValley and Perry, in 
exchange for the fully funded balance in decommissioning . 
trust funds previously maintained by Duquesne Light ^'•'V ' 
During 1999, we funded approximately $60 miHion into the 
decommissioning trusts.These amounts, which were collected 
through the CTC during the year, brought the fund balances 
to approximately $ 122 million. In connection With, the . 
power station exchange, we terminated the Beaver Valley 
Unit 2 lease in the fourth ' 'naa"""" "* " " ' ^ ' ' ' ' 

Note 1, on page 56.) 
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Auction Plan. On September 24, 1999, Duquesne Ught and 

the winning auction bidder, Orion, entered into definitive 

agreements pursuant to which Orion will purchase 

Duquesne Light's wholly owned Cheswick, Elrama, Phillips 

and Brunot Island power stations, and the stations received 

from FirstEnergy in the power station exchange, for 

approximately $1.71 billion (estimated to be $1.1 billion, net 

of tax and transaction expenses). Under a provider of last 

resort service agreement, Orion will supply Duquesne Light 

with all of the electric energy necessary to satisfy 

Duquesne Light's obligations to its customers who have not 

chosen an alternative electric generation supplier.This 

agreement, which expires upon Duquesne Light's final 

collection of the CTC, in general effectively transfers to 

Orion the financial risks and rewards associated with 

Duquesne Light's provider of last resort obligations. While 

we retain the collection risk for the electricity sales, a 

component of our regulated delivery rates is designed to 

cover the cost of a normal level of uncollectible accounts. 

Duquesne Light and Orion are currently discussing an 

extension of this provider of last resort arrangement 

beyond the final CTC collection. 

The Orion transactions must be approved by various 

regulatory agencies, including the PUC, the FERC, and the 

Federal Trade Commission. Duquesne Light currently expects 

the sale to close in the second quarter of 2000.The final 

accounting for the sale proceeds remains subject to PUC 

approval.Through December 31, 1999, we have deferred 

approximately $219 million of costs related to the power 

station exchange and the asset sale. Additional divestiture-

related costs will be deferred as incurred. We expect to 

fully recover these costs through the divestiture process; 

however, any disallowed costs will be written off. 

Until the divestiture is complete, Duquesne Light is 

required to use an interim CTC and price to compare for 

each rate class (approximately 2.9 cents per KWH on 

average for the CTC, and approximately 3.8 cents per KWH 

on average for the price to compare). 

Term/nation of the AVE Alerger 

On October 5, 1998, we announced our unilateral 

termination of our merger agreement with Allegheny Energy, 

Inc. (AYE). AYE filed suit in the United States District Court 

for the Western District of Pennsylvania, seeking to compel 

us to proceed with the merger, or in the alternative seeking 

an unspecified amount of money damages. After holding a 

trial from October 20 through 28, 1999, the Distria Court 

ruled on December 3,1999, that we had properly terminated 

the merger agreement without breach, and granted judgment 

in our favor on all claims and all requests for injunctive 

relief. On December 14, I999,AYE appealed this ruling to 

the Third Circuit. We expect argument to be heard in the 

first quarter of 2000. We cannot determine the ultimate 

outcome of AYE's appeal at this time. 

G. S H O R T - T E R M B O R R O W I N G A N D 

R E V O L V I N G C R E D I T A R R A N G E M E N T S 
We maintain two separate revolving credit agreements, 

one for $250 million expiring in June 2000 and one for 

$225 million expiring in September 2000. We have the 

option to convert each revolver into a term loan facility for 

a period of one or two years, respectively, for any amounts 

then outstanding upon expiration of the revolving credit 

period. Interest rates can, in accordance with the option 

selected at the time of the borrowing, be based on one of 

several indicators, including prime, Eurodollar, or certificate 

of deposit rates. Facility fees are based on the unborrowed 

amount of the commitment. At December 31,1999 and 

1998, no borrowings were outstanding. Related to these and 

other credit facilities, we are subject to financial covenants 

requiring certain cash coverage and debt-to-capita I ratios to 

use these facilities. At year-end, we had $343 million of 

commercial paper borrowings outstanding. During 1999, the 

maximum amount of bank loans and commercial paper 

borrowings outstanding was $368.9 million, the amount of 

average daily borrowings was $46.3 million, and the weighted 

average daily interest rate was 5.6 percent In the fourth 

quarter of 1999, we issued $290 million of first mortgage 

bonds with a one year term, callable in May 2000.The interest 

rate on the bonds is 6.53 percent 

H. I N C O M E T A X E S 

The annual federal corporate income tax returns have 

been audited by the Internal Revenue Service (IRS) and are 

closed for the tax years through 1992.The IRS is auditing 

our 1993 through 1997 returns, and the tax years 1998 and 

1999 remain subject to IRS review. We do not believe that 

final settlement of the federal income tax returns for the 

years 1993 through 1999 will have a materially adverse effect 

on our financial position, results of operations or cash flows. 

F i f t y - F i v e 
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i K ^ . - ' S Etofenwf Tax As ie t i (Uabit i t ies) at December 3 /, 

(Thousonds of Dol/arsJ 

1999 1998 

^ ' ^ i i'î v! i- Long-term invcstmenu % 89,470 $ 234,890 

Mine closing costs 20,460 16,546 

-.v-s'." Unbilled revenue 12,475 16,589 

v^^;- ;^^,Unamort ized ITC 9,215 9,990 

BeaverValley lease liability — 167,440 

. \~>' Other 59,498 86,366 

Deferred tax assets 191,118 531,821 

Transition costs (442,271) (678,841) 

Depreciation (403,354) (444,509) 

Leveraged leases (232,366) (185.639) 

Regulatory assets (76,091) (65,425) 

Deferred energy costs (17,379) (17.379) 

Reacquired debt costs (13,244) (12,976) 

Other (26,516) (37.280) 

Deferred tax liabilities (1,211,221) (1.442.049) 

Net $(1,020,103) $ (910,228) 

Income Toxes 

(Thousands of Dollars) 

Year Ended December 31, 

1999 1998 1997 

Currently payable: 

Federal $ 7,400 $ 2,245 $ 3,911 
State 29,861 26.946 31,083 

Deferred - net: 
Federal 84,376 80,104 69.324 
State (8,048) 2.072 (93) 

ITC deferred - net (2,867) (10.385) (8,420) 

Income Taxes $110,722 $100,982 $ 95.805 

. ' Total income taxes differ f rom the amount computed by 

. r v - ^5 " applying the statutory federal income tax rate to income 

' . ; •' •..' before income taxes, as set for th in the following table. 

•v^'^i-^.'faconie Tax Expense Reconciliation 

" ' ''" (Thousands of Dollars) 

I. L E A S E S 

W e lease office buildings, computer equipment, and other 

property and equipment For most of 1999, we also leased 

nuclear fuel and a port ion of BeaverValley Unit 2. 

Capital Leases at December 31, 

(Thousands of Do//ors) 

1999 1998 
Nuclear fuel $ — $100,756 
Electric plant 19,632 19,923 
Other 6,695 2,695 

Total 26,327 , 123,374 
Less:Accumulated amortization (7,649) (63.604) 

Capital Leases - Net (a) $18,678 $ 59,770 

(a) Includes $1,746 in 1999 and $2,037 in 1998 of capical leases with 
associaced obligations retired. 

In 1987, Duquesne Light sold and leased back its 13.74 

percent interest in BeaverValley Unit 2; the sale was exclusive 

of transmission and common facilities. In conjunction wi th 

the PUC restructuring order, it was determined that costs 

related to. the lease were transition costs to be recovered 

through the CTC. Duquesne Light terminated the lease in 

connection wi th the power station exchange with FirstEnergy. 

The lease liability recorded on the consolidated balance 

sheet was eliminated; however, the underlying collateralized 

lease bonds ($359.2 million upon lease termination) became 

obligations of Duquesne Light, and are now recorded as 

debt on the consolidated balance sheet (See "Power Station 

Exchange" discussion, Note F, on page 54.) 

Summary of Rental Expense 

(Thousands of Dollars) 

Year Ended December 31, 

1999 1998 1997 

Operating leases 

Amortization of capital leases 

Interest on capital leases 

$51,723 $57,324 $60,684 

18,889 12.943 16,847 

2,942 4,386 3,435 

Total Rental Payments $73,554 $74,653 $80,966 

•siyi'.f'tyj'tJiv"''* 
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Future Minimum Lease Payments 

(Thousands of Dollars) 

Year Ended December 31, 
Operating 

Leases 
Capital 
Leases 

2000 $10,285 $ 4,535 

2001 10,276 '4,036 

2002 10,176 4,014 

2003 1,735 3,446 

2004 1,248 2,914 

2005 and thereafter — 14,497 

Totaf $33,720 $ 33,442 

Less:Amount representing interest (16,510) 

Present value (a) $ 16,932 

(a) Includes current obligations of $.07 million at December 31, 1999. 

Future minimum lease payments for operating leases 

are related principally to certain corporate offices. Future 

minimum lease payments for capital leases are related 

principally to building leases. 

Future payments, due to us as of December 31, 1999, 

under subleases of certain corporate office space, are 

approximately $6.1 million in 2000, $6.1 million in 2001 and 

$6.6 million thereafter. 

J. C O M M I T M E N T S A N D C O N T I N G E N C I E S 

We anticipate completing the divestiture of our 

generation assets through the pending generation asset sale 

to Orion in the second quarter of 2000. Certain obligations 

related to the divested assets will be transferred to Orion 

upon completion of that sale. (See "Restructuring Plan" 

discussion. Note F, on page 54.) 

Construction, /nvestments and Acquisitions 

We estimate that we will spend, excluding AFC, 

approximately $85 million, $75 million and $75 million in 

2000,2001 and 2002 for electric utility construction; and 

$45 million, $19 million and $24 million for water utility 

construction in 2000,2001 and 2002. 

Guarantees 

As part of our investment portfolio in affordable housing, 

we have received fees in exchange for guaranteeing a 

minimum defined yield to third-party investors. A portion of 

the fees received has been deferred to absorb any required 
payments with respect to these transactions. Based on an 
evaluation of and recent experience with the underlying 
housing projects, we believe that such deferrals are ample 
for this purpose. 

Empfoyees 

Duquesne Light is party to a labor contract expiring in 

September 2001 with the International Brotherhood of 

Electrical Workers (IBEW), which represents the majority 

of Duquesne Light's employees.The contract provides, 

among other things, employment security, income 

protection and, in September 2000, a 3 percent wage 

increase. Duquesne Light and the IBEW have agreed on a 

package of additional benefits and protections for union 

employees affected by the divestiture of generation assets. 

In connection with the power station exchange with 

FirstEnergy and the pending generation asset sale to Orion, 

Duquesne Light developed early retirement programs and 

enhanced available separation packages for eligible IBEW 

and management employees. Duquesne Light expects to 

recover related costs through the sale proceeds. 

Other 

In 1992, the Pennsylvania Department of Environmental 

Protection (DEP) issued Residual Waste Management 

Regulations governing the generation and management of 

non-hazardous residual waste, such as coal ash. We have 

assessed our residual waste management sites, and the DEP 

has approved our compliance strategies. We incurred 

capital costs of $0.5 million in 1999 to comply with these 

DEP regulations. We expect the capital cost of compliance 

to be approximately $5.0 million over the next two years 

with respect to sites we will continue to own after the 

generation asset sale. We are seeking to recover these 

costs through the generation asset sale proceeds. 

Duquesne Light's current estimated liability for closing 

Warwick Mine, including final site reclamation, mine water 

treatment and certain labor liabilities, is $49.3 million. 

Duquesne Light has recorded a liability for this amount on 

the consolidated balance sheet 

We are involved in various other legal proceedings and 

environmental matters. We believe that such proceedings 

and matters, in total, will not have a materially adverse effect 

on our financial position, results of operations or cash flows. 
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a ^ ^ k J i O N G - T E R M DEBT 

Debt ot December 3/, 

^ f e ^ . ' ^ R m mortgage bonds (a) 

i ^ J i ^ ^ v ' Pollution control notes 

i 1!?^-:'" / Collateralrzed lease bonds 

(Thousands of Dollars) 
Interest 

Rate Maturity 
Principal Outstanding 
1999 1998 

Public Income notes 
.- /Term loans 

r Economic development revenue bonds 
Sinking fund debentures 
Miscellaneous 
Less: Unamortized debt discount and premium - net 

6.450%-8.375% 

Adjustable (d) 

8.70% 

8.38% 

6.47%-7.47% 

5.5%-8.7S% 

5.00% 

2003-2038 

2009-2030 

2001-2016 

2039 

2001 

2001-2024 

2010 

$ 643,000 (b) $ 743,000 (c) 
417,985 
350,162 (e) 
100,000 

85,000 ( f ) 
10,565 
2,791 

30,135 

(6,561) 

417,985 

150,000 
10,760 
2.791 

36.641 
(3.428) 

Totof Long-Term Debt $1,633,077 $1,357,749 

(a) Includes $100 million of first mortgage bonds not callable until 2003. 
Redemption prices for 2000 range from par to a premium of 4.92%. 

(b) Excludes $390 million related to current maturities during 2000. 
(c) Excludes $75.0 million related to current maturities during 1999. 

(d) The pollution control notes have adjustable interest rates. The interest 
rates at year-end averaged 3.8 percent in 1999 and 3.9 percent in 1998. 

(e) Excludes $9.1 million related to current maturities during 2000. 
( f ) Excludes $65 million related to current maturides during 2000. 

At December 31, 1999, sinking fund requirements and 

maturities of long-term debt outstanding for the next five 

years were $ 175.1 million in 2000, $95.3 million in 2001, 

$ 11.8 million in 2002, $ I 16.2 million in 2003, and $ 118.3 

• . million in 2004. 

Total interest and other charges were $158.7 million in 

1999, $109.5 million in 1998 and $115.6 million in 1997. 

-' ' Interest costs attributable to debt were $ 107.7 million, 

$95.0 million and $101.2 million in 1999, 1998 and 1997, 

respectively. Of these amounts, $0.8 million in 1999, 

; $2.2 million in 1998 and $2.3 million in 1997 were 

; ' capitalized as AFC. Debt discount or premium and related 

-:,t ;: issuance expenses are amortized over the lives of the 
• ' . t \ 

ra*'-' V,. - ' • 

:''*. '•" .*.' :VS '''•!'• 

v.- j • ' 

applicable issues. Interest and other charges in 1999 

also includes $35.2 million related to the BeaverValley 

Unit 2 lease expense, previously classified as other 

operating expenses. 

At December 31,1999, the fair value of long-term debt, 

including current maturities and sinking fund requirements, 

estimated on the basis of quoted market prices for the 

same or similar issues, or current rates offered for debt of 

the same remaining maturities, was $2,089.3 million.The 

principal amount included in the consolidated balance sheet 

is $2,108.2 million. 

At December 31,1999 and 1998, we were in compliance 

with all of our debt covenants. 

• .•'.•s-Zi'.-j.'^i'-yf • ' 



L. P R E F E R R E D A N D P R E F E R E N C E S T O C K 

Preferred and Preference Stock at December 31, 

Call Price 
Per Share 

(Thousands of Dollars) 

Call Price 
Per Share 

1999 1998 Call Price 
Per Share Shares Amount Shares Amount 

Preferred Stock of D Q E : 

Series A Preferred Stock (a) 421,702 $ 42,170 352,742 $ 35,274 

Preferred Stock Series of Subsidiaries: 

3.7S% (b) $51.00 148,000 7,407 148,000 7,407 

4.00% (b) 51.50 549,709 27,486 549,709 27,486' 

4.10% (b) 51.75 119,860 6,012 1(9,860 6,012 

4.15% (b) 51.73 132,450 6,643 132,450 6,643 

4.20% (b) 51.71 100,000 5,021 100,000 5.021 

$2.10 (b) 51.84 159,000 8,039 159,000 8,039 

9.00% (c) — 10 3,000 10 3,000 

8.375% (d) — 6,000,000 150,000 6,000,000 150,000 

6.5% (e) — 15 1,500 15 1,500 

6.5% ( f ) — 10 500 10 500 

Total Preferred Stock of Subsidiaries 215,608 215,608 

Preference Stock Series of Subsidiaries: 

Plan Series A (g) 36.06 752,018 25,279 779,394 26,914 

Deferred ESOP benefit (10,875) (14,240) 

Total Preferred and Preference Stock $272,182 $263,556 

(a) 

(b) 

1,000,000 authorized shares; no par value; convertible; 
$100 liquidation preference per share; annual dividends range from 
3.4 percent to 4.4 percent 
4.000,000 authorized shares; $50 par value; cumulative; 
$50 per share involuntary liquidation value 

(c) 500 authorized shares; $300,000 par value; these shares were redeemed 
at par value on March 2,2000 

(d) Cumuladve Monthly Income Preferred Securides. Series A (MIPS); 
6.000,000 authorized shares; $25 involuntary liquidation value 

(e) 1,500 authorized shares; $ 100.000 par value; 
$100,000 involuntary liquidation value; holders entided to 
6.5 percent annual dividend each September 

( f ) Preferred stoclc 100 authorized shares; $50,000 par value; 
$50,000 per share involuntary liquidation value; holders 
entided to 6.5 percent annual dividend each September 

(g) Preference stock: 8,000.000 authorized shares; 
$ I par value; cumulative $35.50 per share involuntary 
liquidadon value; non-redeemable 

As of December 31.1999.421,702 shares of DQE 

Preferred Stock had been issued and were outstanding. No 

additional shares have been issued in 2000.The DQE 

Preferred Stock ranks senior to DQE's common stock as to 

the payment of dividends and the distribution of assets on 

liquidations, dissolution or winding-up of DQE. Dividends are 

paid quarterly on each January I.April I.July I and October 

I. Holders of DQE Preferred Stock are entitled to vote on 

all matters submitted to a vote of the holders of DQE 

common stock, voting together with the holders of common 

stock as a single class. Each share of DQE Preferred Stock is 

entided to three votes. Each share of DQE Preferred Stock 

is convertible at our option into the number of shares of 

DQE common stock computed by dividing the DQE 

Preferred Stock's $100 liquidation value by the five-day 

average closing sales price of DQE common stock for the 

five trading days immediately prior to the conversion date. 

Each unredeemed share of DQE Preferred Stock will 

automatically be converted on the first day of the first month 

commencing after the sixth anniversary of its issuance. 

In May 1996, Duquesne Capital LR (Duquesne Capital), a 

special-purpose limited partnership of which Duquesne 

Light is the sole general partner, issued $ 150.0 million 

principal amount of 8% percent Monthly Income Preferred 

Securities (MIPS) Series A, with a stated liquidation value of 

$25.00.The holders of MIPS are entitled to annual dividends 

of 8% percent, payable monthly.The sole assets of Duquesne 

Capital are Duquesne Ught's 8% percent debentures.These 
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y j l . , ; . • debt securities may be redeemed at Duquesne Light's option 

• 1.'.. on or after May 31,2001. Duquesne Light has guaranteed the 
1 ^ : , :' ' payment of distributions on, and redemption price and 

- ^ - i H liquidation amount in respect of the MIPS, if Duquesne 

' •'*'••" Capital has funds available for such payment from the debt 

securities. Upon maturity or prior redemption of such debt 

securities, the MIPS will be mandatorily redeemed. 

Holders of Duquesne Light's preferred stock are entitled 

to cumulative quarterly dividends. If four quarterly dividends 

on any series of preferred stock are in arrears, holders of 

the preferred stock are entitled to elect a majority of 

Duquesne Light's board of directors until all dividends have 

been paid. Holders of Duquesne Light's preference stock are 

entitled to receive cumulative quarterly dividends, if dividends 

on all series of preferred stock are paid. If six quarterly 

dividends on any series of preference stock are in arrears, 

holders of the preference stock are entitled to elect two of 

. Duquesne Light's directors until all dividends have been paid. 

At December 31,1999, Duquesne Light had made all dividend 

payments. Preferred and preference dividends of subsidiaries 

included in interest and other charges were $16.6 million, 

$16.7 million and $16.7 mitlion in 1999. 1998 and l997.Total 

preferred and preference stock had involuntary liquidation 

values of $285.3 million and $278.4 million, which exceeded 

par by $26.9 million at December 31, 1999 and 1998. 

(n December 1991, we established an Employee Stock 

Ownership Plan (ESOP) to provide matching contributions 

for a 401 (k) Retirement Savings Plan for Management 

Employees. (See "Employee Benefits," Note N,on page 61.) 

We issued and sold 845,070 shares of preference stock, plan 

series A to the trustee of the ESOP As consideration for 

. the stock, we received a note valued at $30 million from the 
';.':iu:.---:.:-^::.,- ' '• 

jtrustee.The preference stock has an annual dividend rate of 
v ' " ' - ' - \ . $2.80 per share, and each share of the preference stock is 

and one-half shares of DQE common 

999, $10.9 million of preference 

of the 

purposes, by 

of a deferred ESOP benefit. Dividends on the 

J ^ ^ - ' ^ r C - K ^ ' ^ ' ' ^ s t o c ' < a n d c a s h contributions from DQE are used 

fiS^fe^ttoftind the repayment of the ESOP note. We were not 

" ^ ' - - - ' ' 'W^ required to make a cash contribution for 1998. We made 

^ . ^ P ^ > ^ s t o c k issued in connection with the establishment 

^ I ^ ^ V ^ S O P / h a d been offset, for financial statement purp< 

$0.2 million for 1999 

and $1.1 million for 1997.These cash contributions were the 

difference between the ESOP debt service and the amount of 

dividends on ESOP shares ($2.1 million in 1999, $2.2 million 

in 1998 and $2.3 million in 1997). As shares of preference 

stock are allocated to the accounts of participants in the ESOP, 

we recognize compensation expense, and the amount ofthe 

deferred compensation benefit is amortized. We recognized 

compensation expense related to the 401 (k) plans of 

$3.6 million in 1999, $ 1.6 million in 1998 and $3.2 million in 

1997. Although outstanding preferred stock is generally 

callable on notice of not less than 30 days, at stated prices 

plus accrued dividends, the outstanding MIPS and preference 

stock are not currently callable. None of the remaining 

Duquesne Light preferred or preference stock issues has 

mandatory purchase requirements. 

M. E Q U I T Y 

Changes in the Number of Shares of DQE Common Stock 
Outstanding as of December 3 /, 

(Thousands of Shares) 

1999 1998 1997 

January 1 77,373 77,680 77,273 

Reissuances 61 70 . 408 

Repurchases (5,668) (377) (1) 

December 3 / 71,766 77.373 77,680 

We have continuously paid dividends on common stock 

since 1953. Our annualized dividends per share were $ 1.60, 

$ 1.52 and $ 1.44 at December 31,1999, 1998 and 1997. 

During 1999, we paid a quarterly dividend of $0.38 per share 

on January I,April I.July I and October I. We increased the 

quarterly dividend declared in the fourth quarter of 1999 

from $0.38 to $0.40 per share, payable January 1,2000. 

During 1998, we paid a quarterly dividend of $0.36. 

Once all dividends on DQE Preferred Stock have been 

paid, dividends may be paid on our common stock as 

permitted by law and as declared by the board of directors. 

However, payments of dividends' on Duquesne Light's 

common stock may be restricted by Duquesne Light's 

obligations to holders of preferred and preference stock, 

pursuant to Duquesne Light's Restated Articles of 

"1 ,'•'!", -; 



Incorporation, and by obligations of Duquesne Light's 

subsidiaries to holders of their preferred securities. No 

dividends or distributions may be made on Duquesne 

Light's common stock if Duquesne Light has not paid 

dividends or sinking fund obligations on its preferred or 

preference stock. Further, the aggregate amount of 

Duquesne Light's common stock dividend payments or 

distributions may not exceed certain percentages of net 

income, if the ratio of total common shareholder's equity to 

total capitalization is less than specified percentages. 

Because we own all of Duquesne Light's common stock, if 

Duquesne Light cannot pay common dividends, we may not 

be able to pay dividends on our common stock or DQE 

Preferred Stock. No part of the retained earnings of DQE 

was restricted at December 31, 1999. 

Effective December 31,1998, DQE adopted SFAS No. 130, 

Reporting Comprehensive Income.This statement establishes 

standards for reporting and display of comprehensive 

income and its components (revenues, expenses, gains and 

losses) in a full set of general purpose financial statements. 

The objective of the statement is to report a measure of all 

changes in equity of a business enterprise that result from 

recognized transactions and other economic events of the 

period, other than transactions with owners in their 

capacity as owners (comprehensive income). 

Accumulated Other Comprehensive Income 
Balances as of December 31, • 

(Thousonds of Dollars) 

1999 1998 

January 1 $ 294 $ 3,742 

Unrealized gains (losses), net 1,540 (3,448) 

December 3 / $ 1,834 $ 294 

N, E M P L O Y E E B E N E F I T S 

Pension and Postretirement Benefits 

We maintain retirement plans to provide pensions for all 

eligible empfoyees. Upon retirement, an eligible employee 

receives a monthly pension based on his or her length of 

service and compensation.The cost of funding the pension 

plan is determined by the unit credit actuarial cost method. 

Our policy is to record this cost as an expense and to fund 

the pension plans by an amount that is at least equal to the 

minimum funding requirements of the Employee Retirement 

Income Security Act of 1974, but which does not exceed the 

maximum tax-deductible amount for the year. Pension costs 

charged to expense or construction were $12.8 million for 

1999, $ 12.0 million for 1998 and $ 12.7 million for 1997. 

In 1999, we offered an early retirement program for 

certain employees affected by the generation asset divestiture. 

The total increase in the projected benefit obligation to the 

retirement plans is estimated to be $29.4 million. Of this 

amount, $17.4 million is recognized as special termination 

benefits in the table on page 62.The remaining $12.0 million 

is reflected in the unrecognized actuarial gain/loss account 

in the table. 

In addition to pension benefits, we provide certain health 

care benefits and life insurance for some retired employees. 

Participating retirees make contributions, which may be 

adjusted annually, to the health care plan.The life insurance 

plan is non-contributory. Health care benefits terminate 

when covered individuals become eligible for Medicare benefits 

or reach age 65, whichever comes first. We fund actual 

expenditures for obligations under the plans on a "pay-as-

you-go" basis. We have the right to modify or terminate 

the plans. 

We accrue the actuarially determined costs of the 

aforementioned postretirement benefits over the period 

from the date of hire until the date the employee becomes 

fully eligible for benefits. We have elected to amortize the 

transition obligation over a 20-year period. 

We sponsor several qualified and nonqualified pension 

plans and other postretirement benefit plans for our 

employees.The following tables provide a reconciliation of 

the changes in the plans' benefit obligations and fair value of 

plan assets over the two-year period ending December 31, 

1999, a statement of the funded status as of December 31, 

1999 and 1998, and summary of assumptions used in the 

measurement of our benefit obligation; 
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^ f f i r t o n M Status ofthe Pension and Postretirement Benefit Plans at December 31, 

(Thousands of Dollars) 

Pension Postretirement 

1999 1998 1999 1998 

f ^ C h v i g i in benefit obligation: 

.' Benefit obligation at beginning of year $ 605,597 $ 554,302 $ 46,358 $ 46,330 

tyifj?- Service cost 15,976 14.042 2,212 1,832 
IS ' v 

tyh- . , ' l n t e r e s t c 0 S t 40,249 37.723 3,134 3.078 

V*if?>.V" X ' " Actuarial (gain) loss (73,622) 26,231 4,607 (3,003) 

* >*• •* 
. Benefits paid (29,533) (26.592) (2,306) (1,879) 

''*•-•'". ' 
Plan amendments — — (207) — 

^ " ' ' Curtailments 8,372 — 4,400 —. 
. Setdements (41) (109) — — 

Special termination benefits 17,376 — — — 
Benefit obligation at end of year 584,374 605.597 58,198 46.358 

Change in plan assets: 

Fair value of plan assets at beginning of year 681,244 605.457 — — 
Actual return on plan assets 99,929 91.561 — — 
Employer contributions — 10.706 — — 
Benefits paid (29,420) (26,480) — — 

Fair value of plan assets at end of year 751,753 681.244 — — 

Funded status 167,379 75,647 (58,198) (46,358) 

Unrecognized net actuarial (gain) loss (289,579) (173,974) 5,253 (1.795) 

Unrecognized prior service cost 32,160 36.285 (207) — 
Unrecognized net transition obligation 8,264 10.227 21,463 23,607 

Accrued benefit cost $ (81,776) $ (51,815) $ (31,689) $ (24,546) 

Weighted-Average Assumptions as o f December 3 /, 

Pension Postretirement 

1999 1998 1999 1998 

Jiscount rate used to determine projected 
benefits obligation 

^y'l&'rS--1Assumed rate of return on plan assets 

' " change in compensation levels 

health care cost trend rate 

7.50% 
7.50% 
4.25% 

6.50% 
7.50% 
4.25% 

7.50% 

6.00% 

6.50% 

5.00% 

ir plans for postretirement benefits, other than 

December 

l998.The 

' ^ ^ ^ a c c u m u l a t e d postretirement benefit obligation comprises the 

fflpj^nVyalue'of the estimated future benefits payable t o 

^ ^ u ^ e n t . r e t i r e e s , a n a a'pro rata por t ion of estimated benefits 
^ ^ ^ k i ^ ' ^ ^ : 

In 1999, we offered an early retirement program for 

certain employees affected by the generation asset 

divestiture.The total increase in the projected benefit 

obligation of the postretirement benefits is estimated to be 

$4 million.This increase is reflected in the unrecognized / ^ j : ; ^ 

actuarial gain/loss account in the above table. . 

Pension assets consist primarily of common stocks [ ^p j $g jp l 

exclusive of DQE common stock. United States obl igat ions^*--

and corporate debt securities. '• 



Components of Net Pension Cost as of December 31, 

(Thousands of Dollars) 

1999 1998 1997 

Components of net pension cost 

Service cost $ 15,976 $ 14,043 $ 12,340 

Interest cost 40,249 37,723 36,571 

Expected return on plan assets (45,945) (41,067) (38,265) 

Amortization of unrecognized net transition obligation 1,788 1,812 1,812 

Amortization of prior service cost 3,467 3.515 3,515 

Recognized net actuarial loss (gain) (2,753) (4,014) (3,243) 

Net pension cost 12,782 12,012 12,730 

Curtailment cost (14) — 477 

Setdement cost 78 224 652 

Special termination benefits 17,376 — 5,409 

Ne t Pension Cost A f te r Curtai lments, 

Settlements ond Special Termination Benefits $ 30,222 $ 12,236 $ 19,268 

Components of Postretirement Cost as of December 31, 

(Thousands of DolJors) 

1999 1998 1997 

Components of postretirement cost 

Service cost $ 2,212 $ 1.832 $ 1,603 

Interest cost 3,134 3.078 3,048 

Amortization of unrecognized net transition obligation 1,660 1,687 1,686 

Net postretirement cost 7,006 6,597 6,337 

Curtailment cost 2,443 — - 218 

Net Postretirement Cost Af ter Curtaffments $ 9,449 $ 6.597 $ 6.555 

Effect o f a One Percent Change in Health Care Cost Trend Rates as o f December 3 1 , 1999 

(Thousands of Dollars) 

One Percent 
Increase 

One Percent 
Decrease 

Effect on total of service and interest cost components of 

net periodic postretirement health care benefit cost 

Effect on the health care component of the accumulated 

postretirement benefit obligation 

$ 632 

$ 5,875 

$ (544) 

$(5,143) 

Ret i rement Savings Plan a n d O t h e r Benef i t Op t i ons 

W e sponsor separate 401 (k) retirement plans for our 

management and IBEW-represented employees. 

The 401 (k) Retirement Savings Plan for Management 

Employees provides that we match employee contributions 

t o a 401 (k) account up t o a maximum of six percent of an 

employee's eligible salary. O u r match consists of a $0.25 

base match per eligible contr ibut ion dollar, and an additional 

$0.25 incentive match per eligible contr ibution dollar, if 

board-approved targets are achieved. In 1999, more than 60 

percent of management employees achieved their incentive 

targets. W e are funding our matching contributions t o the 

401 (k) Retirement Savings Plan for Management Employees 

.with payments to an. ESOP established in December 1991. 

(See "Preferred and Preference Stock," No te L, on page 59.) 
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| ( ^ f e n « w Savings Plan for IBEW Represented 

, £ f f p f o y i f e ' t h a t we will match employee 

i l M ^ W ~ i 4 0 l ( l c ) account up to a maximum of four 

^ ^ ^ t ^ ' ^ ' Z i ^ - l ' u ' ^ i r .™ n n r match consists j S W w ' O T p k ^ e e ' s eligible salary. O u r match consists 

I d i M basis" match per eligible contr ibution dollar and 

^ ^ I S f f i g m l ' i q i s Incentive match per eligible contribution 

^ s | M « c k £ f ; tf ^ r t a i n targets are m e t In 1999. all bargaining unit 

!^%«Sipi ioye« ! ' ich ieved their incentive targets. 

^ ^ ^ ^ ? | b u r - » h a r e h o l d e r s have approved a long-term incentive 

^ ^ > ^ S | i n through which we may grant management employees 

options outstanding. During 1999,45,265 SARs were 

exercised; 254,225 options were exercised at prices ranging 

f rom $ 17.5834 t o $35.0625; and 33,000 options were 

cancelled. During 1998,233,532 SARs were exercised; 

170,476 options were exercised at prices ranging f rom 

$ 15.8334 to $31.5625; and no options were cancelled. 

During 1997,694,984 SARs were exercised; 638,494 

options were exercised at prices ranging f rom $8.2084 t o 

$30.75; and no options were cancelled. O f the active grants 

at December 3 1 , 1999, 1998 and 1997, 132.105; 750.463; 

and 402,816 were not exercisable. 

f | ^ i ^ - : . l ' ( f a t e s the options were granted. A t December 31 , 1999, 

*&$0?-j ' - -hpproximatefy 3.7 mill ion of these shares were available for 

•.VS&i&.V' .-future erants. future grants. 

.... . j - , ^ . . , As of December 31,1999, 1998 and 1997, active grants 

totaled 1,031,434; 1.230,946 and 1,084,041 shares. Exercise 

prices of these options ranged from $17.5834 to $43.4375 

« December 31 . 1999; from $15.8334 to $43.4375 at 

• ^ l i ' . December 31 , I998;and from $15.8334 to $33.7813 at 

!H-£!;i'+. -• • December 31,1997. Expiration dates of these grants ranged 

from 2001 t o 2009 at December 31. 1999; f rom 2000 to 

.V .. 2008 at December 31 . 1998; and from 2000 to 2007 at 

V > •;' •' "December 31,1997. As of December 31,1999, 1998 and 

'; ; • • . (997, stock appreciation rights (SARs) had been granted in 

." .»?>' , connection wi th 933,014; 867,104 and 635,995 of the 

•'yr^v - Business Segments os o f December 3 f. 

O . B U S I N E S S S E G M E N T S A N D 

R E L A T E D I N F O R M A T I O N 

W e repor t our results by the following four principal 

business segments, determined by products, services and 

regulatory environment ( I ) the transmission and distribution 

by Duquesne Light of electricity (elearici ty delivery 

business segment), (2) the supply by Duquesne Light of 

electricity (elearici ty supply business segment), (3) the 

collection by Duquesne Light of transition costs (CTC 

business segment), and (4) the distribution by AquaSource 

of water (water distribution business segment). We also 

repor t an "all o ther" category, which includes bur expanded 

business lines and Duquesne Light investments below the 

quantitative threshold for separate disclosure. 

Electricity 
Delivery 

$ 338.6 

163.5 

(Mi/iions of Dollars) 

Electricity 
Supply CTC 

Water 
Distribution 

All 
Other 

Elimina
tions 

Consoli
dated 

$ 437.7 $ 377.9 $ 122.4 $ 77.4 $ (12.8) $1,341.2 

457.3 16.6 99.2 113.7 (24.2) 826.1 

26.3 95.6 12.8 15.6 — 196.3 

(45.9) 

12.4 

43.9 

265.7 

(1.3) 

45.4 

10.4 

4.3 

7.6 

(51.9) 

153.2 

27.3 

11.4 

(24.0) 

(10.1) 

.318.8 

152.0 

. 158.7 

(77.4) 

(35.9) 

219.0 

90.9 

7.1 

2.4 

74.0 

17.9 

(2.5) : . 312.1 
'• — ""^110.7 

$ (41.5) $ 128.1 $ 4.7 $ 56.1 $ (2.5) $ 201.4 

$ 425.7 $2,226.8 , $ 446.1 $ 975.6 ^$ ':. — ^ M f i ? ^ ^ 

$ 30.4 $ $..27.2.?>$w,l9.7.r-$- - —. .:*M*7£*i/ 



(Millions of Ooi/orsJ 

Electricity Electricity Water All Elimina Consoli
Delivery Supply Distribution Other tions dated 

1998 

Operating revenues $ 321.5 $ 855.3 $ 30.9 $ 60.4 ${I3.6) $1,254.5 

Operating expenses 148.5 538.8 28.0 64.5 (17.6) 762.2 

Depreciation and 

amortization expense 46.3 158.4 2.4 12.8 — 219.9 

Operating income (loss) 126.7 158.1 0.5 (16.9) 4.0 272.4 

Other income 5.3 9.0 2.4 12S.3 (7.2) 134.8 

Interest and other charges 37.7 58.6 0.5 13.6 (0.9) 109.5 

Income before taxes and 

extraordinary item 94.3 108.5 2.4 94.8 (2.3) 297.7 

Income taxes 37.1 36.6 0.8 27.5 (1.0) 101.0 

Income before 

extraordinary item 57.2 71.9 1.6 67.3 (1.3) 196.7 

Extraordinary item, net of tax — (82.6) — — — (82.6) 

Net income (loss) after 

extraordinary item $ 57.2 $ (10.7) $ 1.6 $ 67.3 $ (1.3) $ 114.1 

Assets $1,448.8 $2.711.5 $232.0 $973.7 $ — $5,366.0 

Capital expenditures $ 71.7 $ 41.6 $ 7.7 $ 69.5 $ — $ 190.5 

(Millions o f Dollars) 

Electricity Electricity Water All Elimina Consoli
Delivery Supply Distribution Other tions dated 

1997 

Operating revenues $ 316.9 $ 859.0 $ 1.6 $ 63.2 $(10.5) $1,230.2 

Operating expenses 138.4 524.2 2.1 60.9 (16.1) 709.5 

Depreciation and 

amortization expense 44.6 190.9 0.1 4.4 — 240.0 

Operating income (loss) 133.9 143.9 (0.6) (2.1) 5.6 280.7 

Other income 6.8 12.7 — 119.3 (9.0) 129.8 

Interest and other charges 38.6 63.8 — 14.1 (0.9) 115.6 

Income before taxes 102.1 92.8 (0.6) 103.1 (2.5) 294.9 

Income taxes 40.2 32.3 (0.2) 24.5 (1.0) 95.8 

Net income $ 61.9 $ 60.5 $ (0.4) $ 78.6 5 0.5) $ 199.1 

Assets $1,476.1 $2,201.2 $ 10.1 $1,007.0 $ — $4,694.4 

Capital expenditures $ 57.6 $ 32.8 $ 2.3 $ 23.3 ' $ — $ 116.0 

S i x t y - F i v e 



N O N - C A S H I N V E S T I N G 

" ^ A N D F I N A N C I N G A C T I V I T I E S 

^M0^Non-Cash Investing and Financing Activities for the Year Ended December 31, 

(Thousands of Dollars) 

1999 

'•^•^•K- '' Assumption of debt in conjunction with BeaverValley 2 lease termination 

: , \ : ; •Pre fe r red stock issued in conjunction with acquisitions 

- '• •' Note payable issued in conjunction with purchase of property 

. . . . Assumption of debt in conjunction with acquisitions 

' Capital lease obligations recorded 

1998 1997 

$359,236 

$ 8,634 

$ — 

$ — 
$ _ 

$ — 

$ 33,726 

$ 25,000 

$ 21,627 

$ 7,855 

$ — 

$ 2.548 

$ — 
$ _ 

$ 27,514 

On December 3,1999, we acquired three power plants and disposed of our ownership interests in five power plants in the power 

station exchange with FirstEnergy. 

Q . Q U A R T E R L Y F I N A N C I A L 

I N F O R M A T I O N ( U N A U D I T E D ) 

Summary o f Sefected Quar ter ly Financial Da ta (Thousands o f Dollars, Except Per Share Amounts) 

[The quarterly data reflect seasonal weather variations in the electric utility's service territory.] 

1999 (a) First Quarter Second Quarter Third Quarter Fourth Quarter 

Operating revenues 

Operating income 

Net income 

Basic earnings per share: 

Diluted earnings per share: 

.Stock price: 

; High 
Low 

$316,988 
61,562 
48,465 
0.62 
0.62 

447u 
37'/. 

$315,025 
64,663 
41,606 
0.55 
0.54 

437:. 

3 8 , s / i t 

$384,155 

88,573 

49,217 

0.64 

0.63 

4 1 1 / , . 

377. 

; ^ ^ ; : J 9 9 8 (a) First Quarter Second Quarter 

extraordinary item 
m 

extraordinary item 

share: 

Jinary item 

item 

aordinary item 

share: 

' W ^ ^ S ^ W ' ^ ° ^ - e^^o rdmary item 

^rt^ i?sisS ig^After;;extraordinary item 
Stock n r i r p : 

$298,775 

61,817 

45,130 

45,130 

0.58 

0.58 

0.58 

0.58 

377, 

32V,. 

$303,510 

64,949 

40,204 

(82,548) 

(42,344) 

0.52 
(1.06) 
(0.54) 

0.51 
(1.03) 
(0.52) 

• 377.4 

$343,530 
88,646 
62,069 

62,069 

0.80 

0.80 

0.78 

;0.78 

•3974 
3474 

$325,033 
104,044 
62,128 
0.84 
0.83 

41 
337. 

Third Quarter Fourth Quarter 

$308,736 

56,991 

49,285 

49,285 

0.62" 

.; 0.62 VS-?-

^ . 6 2 V : 0 -
• -.-ii :,••.*;.V-'.' 

•'^'"•'^•"•yX'iV; • 



M I 

David D. Marshall, 47. Chairman of the Board, President and Chief Executive Officer. Previously held senior executive 

positions in finance at Central Vermont Public Service. Joined the company in 1985. Directorships included on page nine. 

Morgan K. O'Br ien, 40. Executive Vice President, Corporate Development. Previously held senior financial positions at 

DQE, Duquesne Light, PNC Bank and Deloitte & Touche. Joined the company in 1991. 

V ic to r A. Roque, 53. Executive Vice President and General Counsel. Formerly Vice President, General Counsel and 

Secretary for Orange and Rockland Utilities. Joined the company in 1994. Directorships include the Pennsylvania Business 

Roundtable (economic development), the Hill House Association (provider of social services), the Urban League of 

Pittsburgh, and the United Way Good Neighbors Advisory Committee. Member, Salvation Army Greater Pittsburgh 

Advisory Board. 

Gary L. Schwass, 54. Executive Vice President and Chief Financial Officer. Previously served in a variety of senior 

executive positions in finance and management with Consumers Power Company. Joined the company in 1985. 

Directorships include Chair, Western Pennsylvania Development Credit Corporation (promotes small business through 

lending activities), Chair, Finance Committee, and Treasurer, Holy Family Foundation (supports families in crisis), and 

Financial Executives Institute, Pittsburgh Chapter (association of corporate financial officers). 

W i l l i am J. DeLeo, 49.Vice President and Chief Administrative Officer. Previously held senior management positions with 

Duquesne Light, Gulf Oil and Price Waterhouse. Joined the company in 1985. Directorships include the Pittsburgh Civic 

Light Opera. 

Jack E. Saxer, Jr., 56. Vice President. Previously held senior financial positions with Gulf Oil and Chevron. Joined the 

company in 1989. Directorships include Point Venture (venture capital) and Pittsburgh Consumer Health Coalition 

(healthcare advocacy for the disadvantaged). 

Frosina C.Cordisco, 48 

Treasurer 

Diane S. Eismont, 55 

Corporate Secretary 

James E. Wi l son , 34 

Controller 

David R. High, 45 

Associate General Counsel 

Thomas W. Hubbel l , 50 

Assistant Vice President, 

Information Technology 

Suzanne F. Karlovich, 39 

General Auditor 

M. Beth Straka, 35 
Assistant Vice President, 

Corporate Communications 

Duquesne Light Company Officers 

John R. Marshall, 50 

President 

Edward N. Neal, 53 

Vice President, 

-Customer Operations 

Stevan R. Schott, 36 

Vice President and Controller 



i ' J i . . . 

i^VK AquaSource Officers 

;-/;:^ : .; , Donald J . Clayton, 45 

'-President 

fivy-V.'" W i l l i a m A . Callegari, 58 
President-South 

Robert J. Gaipo, 54 

President-East 

William K. Reynolds, 57 
President-Midwest 

Anthony J.Vi l l io t t i t 53 

Vice President and 

Chief Financial Officer 

James A . Laht inen, 47 

Vice President, Rates and 

Regulatory Affairs 

Michael D. Nelson, 54 
Vice President 

Operations Assurance 

Carey A .Thomas, 35 

Vice President,Administration 

and Assistant Secretary 

Mary D. Colin, 42 

Treasurer 

W i l l i am C. Marsh, 33 

Controller 

Mar t in J. Stanek, 43 

General Counsel 

DQE Enterprises Officers 

Thomas A . Hurkmans, 34 

President 

Neal G.Taylor, 48 

Senior Vice President 

Steven J. Gooch, 40 

Vice President 

Rachel K. Lorey, 35 

Vice President, Legal 

and Assistant Secretary 

Eric R. Stol tz, 42 

Vice President and Treasurer 

Anthony F. Pekny, 42 
Controller 

DQE Energy Services Officers 

Alexis Tsaggaris, 51 
President 

/.Linda S.Ackerman, 43 

Vice President, Legal 

and Assistant Secretary 

Deborrah E. Beck, 42 

Vice President, Finance,Treasurer 

and Controller 

Philip J. Damiani , 49 

Vice President 

mm^Do ; bQE Financial Corp. Officers 

Wi l l i am J. Guthlein, 46 

Vice President 

Anthony C. Ortenzo,45 

Vice President 

Frank A. Hoffmann, 48 

Vice President, Operations 

William H. Roberts II, 46 
Vice President, Legal .. 
and Assistant Secretary . 

John R. Schmitt, 36 
Controller 

Kelly M. Pasterick, 29 

Controller 

Patricia A . Prozzi, 45 L ^ r 

President, DQE Communication's ^ 
.r.Ti. ••!"..• 
J-'.-i J w . 



C o m m o n S t o c k 

Trading Symbol: DQE 
Stock Exchanges Listed and Traded: 
NewYork, Philadelphia, Chicago 
Number of Common Shareholders of Record 
at Year-End: 64,503 

D Q E W e b S i t e 

You can interact with us via e-mail, view current and his
torical stock information and learn more about DQE and 
our subsidiaries by visiting our web site at www.dqe.com. 

S h a r e h o l d e r I n f o r m a t i o n L i n e 

Shareholders and potential investors are invited to call 
1-888-247-0401 for the latest information on earnings 
and dividends. 

S h a r e h o l d e r S e r v i ce sl A s s i s t a n ce 

You can write to us at: 

DQE Shareholder Relations 
400 Fairway Drive, Suite 100 
Moon Township, PA 15108 

or call us at 

Toll-free: 1-800-247-0400 
In Pittsburgh: I-412-393-6167 
Fax: 1-412-393-6087 

By telephone, representatives are available from 
7:30 a.m. to 4 p.m. (Eastern time) to assist you with the 
following services: 

Direct purchase of initial shares 
Direct deposit of dividends 
Automatic cash contributions 
Dividend reinvestment 
Stock transfer requirements 
Dividend payment inquiries 
Change of address 
Lost stock certificate 

Please feel free to call at other times. Our Message Center 
is available 24 hours a day.You can record a message, and 
our staff will follow up on the next business day. 

F i n a n c i a l C o m m u n i t y I n q u i r i e s 

Analysts, investment managers and brokers should direct 
their inquiries to: I-412-393-1238; Fax: I-412-393-1077. 
Written inquiries should be sent to: 
DQE Investor Relations Department 
400 Fairway Drive, Suite 300 
Moon Township, PA 15108 

The DQE logo is a regiscered trademark of the company. 

DQE and its affiliated companies are Equal Opportunity Employers. 

S t o c k C e r t i f i c a t e T r a n s f e r s 

Individuals who are not participants in the dividend rein
vestment plan and who want to transfer stock certificates 
should send their certificates and related documents to 
our transfer agent: 

BankBoston, N.A. 
c /o Boston EquiServe 
P.O. Box 8040 
Boston, MA 02266-8040 

Dividend reinvestment plan participants who want to trans
fer their shares should send their certificates and related 
documents to DQE Shareholder Relations. 

D i r e c t D e p o s i t o f D i v i d e n d s 

Your DQE quarterly dividends can be deposited 
automatically into a personal checking or savings account. 
Call Shareholder Relations toll-free for more information. 

D i v i d e n d Tax S t a t u s 

The company estimates that all common stock dividends 
paid in 1999 are taxable as dividend income.This estimate 
is subject to audit by the Internal Revenue Service. 

E l e c t r i S t o c k 

The following investor services are available through 
DQE's dividend reinvestment and stock purchase plan: 

Direct Purchase of D Q E Stock 
DQE offers non-shareholders the ability to purchase 
common stock directly through the company. Call, 
write, or visit our web site at www.dqe.com for a 
prospectus on this popular program. 

Automatic Cash Contributions 
Through this program, current reinvestment plan 
participants can make regular cash contributions to 
purchase additional shares of DQE common stock by 
having funds automatically withdrawn from their 
bank accounts. 

Other Features and Services 
• Purchase and sale of plan shares at nominal com

missions 
• Acceptance of certificates for safekeeping 
• Re-registration of some or all of a 

shareholder's holdings 
• Creation of new accounts as gifts for family, 

friends or institutions you support, including a 
complimentary gift certificate, upon request 



ATTACHMENT G 

FINANCIAL FITNESS INFORMATION 
RESUMES OF CHIEF OFFICERS 



John Zbihley 
ValuSource Energy 
President 
April 2000 - Present 

Directs al! phases of operations and sales in the provision 
of e-commerce energy procurement for business 
customers 

OnDemand 
President 
1995-APRIL2000 

Defines, develops, and delivers energy management and 
monitoring products and services to commercial market 
segment. Develops and implements sales and marketing 
programs and strategic alliances to support market and business 
development. Adjusts strategies according to market feedback 
and competitive analysis. 

Created and implemented more than $1.6 million energy 
service performance contracts within 18 months of start 
up. 

Developed demand control energy management 
applications for five customer market segments. 

Helped customer base realize over $1.1 million in annual 
electricity savings. 

Duquesne Light 
Company 
Marketing/DSM Program 
Manager 
1993- 1995 

Developed, planned, and coordinated corporate demand 
side management strategies to provide business 
development opportunities, to strengthen commercial and 
industrial customer segment relations, and to implement 
new customer services. 

Consulted executive management on the economic and 
strategic value of emerging technologies in deregulated 
electricity markets. Developed and implemented 
innovative service and pricing programs with commercial 
and industrial customer segments. Directed and 
consulted operations management on use of technology 
tools for cost containment and differentiation strategies. 

District Operations/Power 
Delivery Operations 
Manager 
1985- 1992 

Directed, controlled, planned, and organized all district 
functional groups' operation, maintenance, engineering, 
and construction activities to ensure reliable and efficient 
delivery of electric power and telecommunication services 
to customer. 

Supervised 70 technical professionals and union 
employees. Controlled expenditures for annual operation 
and capital budgets ($5 million). Managed the installation 
and operation of supervisory, control, and data acquisition 
(SCADA) infrastructure for power delivery automation. 

Technical Services/Project 
Engineer 
1982- 1985 

Performed and prepared engineering analysis, 
specifications, and technical procedures to maintain power 
delivery system monitoring and control equipment. 



Education M.S., industrial administration, Carnegie Mellon University 

B.S., electrical engineering, Pennsylvania State University 



Carole A. Klocko, CPA 

Education D u q u e s n e U n i v e r s i t y 

Master of Business Administ rat ion (Dec 1999) 

- GPA 3.73/4.00. 

Pi t tsburgh , PA 

C o m m o n w e a l t h of P e n n s y l v a n i a 

Certi f ied Public Accountant (Jan 1997) 

• Successfully passed May 1996 CPA Exam. 

Pi t tsburgh , PA 

D u q u e s n e U n i v e r s i t y P i t tsburgh , PA 

Bachelor of Science in Business Admin is t ra t ion (May 1991) 

• Majored in Accounting. 
• Graduated Cum Laude with Overall GPA 3.58 / 4.00. 

Current Position D u q u e s n e Light C o m p a n y P i t tsburgh , PA 

Senior Financial Consul tant (Jan 1999 - Present) 

• Prepare long-term projected financial statements using MIDAS Gold 
Analyst, a sophisticated computer modeling software. 
Perform "what-if, budget v. actual, ratio and other financial analyses to aid 
in decision-making. 

• Provide projections and other financial information to Management, Board 
of Directors, Rating Agencies and Financial Institutions. 

• Assist Budgeting and Treasury as needed. 

Prior Exper ience D u q u e s n e L ight C o m p a n y P i t tsburgh, PA 

Senior Accountant , Regulatory Report ing (Nov 1 9 9 6 - J a n 1999) 

Drafted financial statements and footnotes for DQE Annual Report to 
Shareholders; DQE 10-K's and 10-Q's; and Duquesne Light Company 
(DLC) lO-K'sand 10-Q's. 

• Performed monthly balance sheet consolidation. 

• Analyzed balance sheet fluctuations for quarterly Audit Committee mailings. 

• Prepared quarterly Exhibits for DLC debt compliance mailings. 

• Redesigned DQE and DLC financial reports for the Board of Directors using 
PowerPoint. 

• Compiled financial information for Transition Filing interrogatories and 
testimony in conjunction with the movement to electricity deregulation. 

Coordinated Pennsylvania Public Utility Commission's (PUC) audit of DLC's 
Transition Filing. 

• Provided financial information for External Surveys, Controller and Vice 
President presentations, and Investor Relations. 

• Assumed Senior Accountant position at Montauk, DQE's financial services 
subsidiary, concurrently with this position at Duquesne Light (see page 2). 

Prior Exper ience 

(cont inued) 
Montauk 

Senior Accountant (May 1998 - Dec 1998) 

Pi t tsburgh, PA 



• Prepared journal entries, financial statements and schedules of investor 
benefits (Schedule A's) for Guaranteed Affordable Housing Portfolio. 

• Coordinated tax return preparation for approximately 15 investments. 

• Monitored compliance with partnership reporting requirements. 

• Worked in this capacity while remaining a full-time Senior Accountant at 
Duquesne Light (see page 1). 

D u q u e s n e L igh t C o m p a n y P i t tsburgh , PA 

Audit Specialist (Dec 1994 - Nov 1996) 

• Coordinated and/or participated in internal control, operational and financial-
based audits and reviews. 

" Drafted and issued audit reports. 

• Participated in joint audits of CAPCO-owned generating stations. 

• Assisted Regulatory Reporting department in completing FERC Form 1. 

Deloi t te & T o u c h e L L P P i t tsburgh , PA 

In-Charge Accountant (Nov 1991 - Dec 1994) 

• Drafted and assembled financial statements and footnotes. 

Reviewed and/or audited Form 10-Q's and lO-K's as required by SEC. 

• Applied audit procedures, including substantive detail tests and analytical 
reviews, to provide a reasonable basis for rendering an audit opinion. 

• Supervised, instructed and evaluated staff assistants. 

• Served as temporary Controller for a $16 million printing company 
responsible for all general ledger and human resource functions. 

G e n e r a l Nutr i t ion I n c o r p o r a t e d P i t tsburgh , PA 

Staff Accountant, Inventory (Apr 1991 - Nov 1991) 

Accounting Clerk, Property (Jan 1989 - Apr 1991) 

• Prepared monthly journal entries and annual "Book to Physical" 
reconciliations for three distribution centers. 

• Compiled and communicated inventory statistics and explanations of 
variances for monthly review meetings. 

Prepared monthly "Budget v. Actual" analysis of capital projects and various 
other account reconciliations and analyses using Lotus 1-2-3 and dBase III+. 

Activit ies D u q u e s n e L ight C o m p a n y 

Employee Community Action Committee (ECAC), Chairperson (1996); 
Member (1995,1997-1998). 

• Management Safety Team (1997 -1998) . 

A c c o u n t i n g Af f i l ia t ions 

• American Institute of Certified Public Accountants, Member (1997-2000). 
• Pennsylvania Institute of Certified Public Accountants, Member (1997-2000). 



ATTACHMENT H 

TECHNICAL FITNESS INFORMATION 
RESUMES OF OPERATIONAL OFFICERS 



John R. Morris, PE 
ValuSource Energy 
Services, L L C 
Electric Procurement Manager 
April 2000 - Present 

OnDemand Energy 
Solutions 
Energy Information Manager 
April 1998-Apri l 2000 

Duquesne Light Company 
Project Manager, Rates and 
Regulatory Affairs 
November 1993-June 1997 

Duquesne Light Company 
Director, Economic and 
Regulatory Services 
June 1989-November 1993 

Manage the purchase of electricity for commercial and 
industrial customers utilizing the Enermetrix.com exchange 

Electric tariff pricing, terms and conditions 

Calculation of transmission and generation components of 
deregulated electric distribution companies 

Price-To-Compare tools and and potential savings 
calculations used to evaluate electric supplier offers 

Bid package preparation for generation supplier requests for 
proposal 

Electricity buyer utilizing the Enermetrix.com exchange 

Electric tariff pricing, terms and conditions 

Calculation of transmission and generation components of 
Pennsylvania electric distribution companies 

Savings calculations for generation supplier transmission and 
generation components 

Bid package preparation for generation supplier requests for 
proposal 

Analyses of electric rate alternatives and correct application 
of electric rates 

HVAC energy conservation analyses 

Database, web site development and E-commerce issues 

Produced cost of service studies and to unbundle costs as 
the basis for wholesale and retail tariff design and other 
financial studies 

Coordinated key regulatory filings, PaPUC management 
audits, prepared testimony and to testified as the Company 
witness for cost of service filings 

Acted as liason between MIS and Customer Accounting to 
facilitate the implementation of unbundled electric rates. 
Created a web based version of the Company tariff with 
hyperlinks to rate calculators written in JavaScript. 

Key participant in rate design of unbundled retail tariffs into 
transmission, distribution, generation and stranded prices 

Analyzed customer information for rate design and 
comparative analysis. 

Directed production of the Company's long and short term 
sales and load forecasts, cost of service studies, customer 
load research, revenue analyses, Energy Cost Rate(ECR) 
filings, coordination of key regulatory filings and coordinator 
for PaPUC management audits. 
Also prepared testimony and testified as a witness for sales 
and forecasts, load research, cost of service and ECR filings 



Duquesne Light Company 
Various positions 
May 1974-June 1989 

Education 

HVAC customer studies, recommendations, load and energy 
estimating calculations 

Load research activities and design of Company statistical 
studies 

Contract administration for a nuclear power plant project 
BSME, University of Pennsylvania 1972 
BSAE, West Virginia University 1974 



William C. Zollars, PE 
ValuSource Energy 
Services, LLC 
E-commerce Energy 
Procurement Execut ive 
Apri l 2000 - Present 

Electricity and gas procurement for customers utilizing a state 
of the art e-commerce bidding system 

Savings and price to compare calculations for generation 
supplier transmission and generation components 

Analyses of electric rate alternatives and correct application 
of electric rates 

Training of staff on standard procedures, sales presentations, 
computer models, and specialized software 

O n D e m a n d Energy 
Solut ions 
Account Execut ive 
June 1 9 9 9 - A p r i l 2000 

Electricity and gas procurement for customers utilizing a state 
of the art e-commerce bidding system 

Savings and price to compare calculations for generation 
supplier transmission and generation components 

Analyses of electric rate alternatives and correct application 
of electric rates 

HVAC, lighting and other energy conservation savings 
calculations 

Power factor correction capacitor studies 

D u q u e s n e Light Company 
Sales Representat ive 
July 1 9 9 6 - J u n e 1999 

PSI - Pittsburgh Test ing 
Laboratory Division 
Electric Testing Department 
Manager 
August 1992 - October 1995 

Educat ion 

Responsible for kilowatt-hour sales of electricity and 
promotion of electro-technologies to new and existing 
customer base 

Performed power factor correction studies 

Conducted energy audits and made lighting, and HVAC 
recommendations 
Investigated power quality problems 

Analyzed for correct application of electric rates and riders 

Conducted, laboratory and field, electrical testing of various 
appliances and materials in accordance with applicable 
ASTM, ANSI, IEEE, and NFPA standards 

Responsible for staffing, training, and supervising seven 
technicians and one clerical person 

Business development with emphasis on sales presentations, 
proposal writing, contract negotiation and account 
maintenance 

Project management of electrical grounding studies for 
NEXRAD doppler weather radar tracking sites nationwide 

Created annual business plan including market analysis, 
management strategies, and budget projections 

BSEE, University of Vermont 1990 

Duquesne University, presently enrolled in MBA 



program 

Certificates Professional Engineer, Commonwealth of PA, 
1998 
Engineer in Training, Commonwealth of PA, 1997 



Phillip Susie 
ValuSource Energy 
Services, LLC 
Commercial and Industrial Energy 
Consultant 

April 2000 - Present 

OnDemand Energy 
Solutions 
Commercial and Industrial Energy 
Marketing Representative 

July 1999-April 2000 

Nicole Energy Services 
Commercial and Industrial Natural 
Gas marketer 

July 1998-July 1999 

mc , Inc./NORSTAR Energy, 
L.P. 
Energy Marketing 
Representative 

February 1996 - May 1998 

Education 

Develop computer modeling tools to assist in 
natural gas pricing analysis 
Market Development for an internet based energy 
shopping service 
Support and Develop alternative network of 
independent consultants who sell and promote our 
internet based energy shopping service 
Perform LDC tariff analysis for marketing area 
Developed computer modeling tools to assist in 
natural gas pricing analysis 
Responsible for marketing an internet based 
energy shopping service 
Managed and developed a purchasing strategy for 
all natural gas customers 
Natural gas buyer utilizing e-commerce bidding 
system 
Responsible for marketing natural gas products to 
commercial and industrial accounts 
Increased office sales by 1 million dollars during 
first quarter of employment 
Analyzed various LDC tariffs to determine market 
viability 
Performed competitive market analysis to 
determine relative market strengths versus 
competition 
Generated and marketed to prospects contained in 
extensive personal database 
Responsible for marketing natural gas products to 
small and medium sized commercial retail market 
Constantly monitored competitive market data to 
achieve highest possible margins 
Selected to assist in the evaluation and critique of 
company's customized sales/marketing and price 
structuring software 
Lead sales team that produced over 400 new 
electric accounts within a 3 month period 

BS, Slippery Rock University of Pennsylvania 
MBA, Robert Morris College 



Janice Tarson 
ValuSource Energy 
Services, LLC 
e-commerce Accounts 
Manager 
April 2000 - Present 

Contract and customer retention administrator 

Manage e-commerce and ACT database 

Facilitate the transfer of client accounts from one supplier to 
another 

Main contact between ValueSource and the local utilities and 
qualified suppliers 

OnDemand Energy, Inc. 
e-commerce Accounts 
Manager 
October 1999-April 2000 

Facilitated the transfer of client accounts from one supplier to 
another 

e-commerce and ACT database administrator 

Create savings and price to compare calculations for 
generation supplier transmission and generation components 

Air and Waste Management 
Assoc ia t ion 
Annua l Meet ing Technical 
Program Coordinator 
August 1998 - October 1999 

Coordinated Annual Meeting Technical Program activities 
from the initial call for papers through development of 
manuscripts and proceedings 

Main contact for the technical program comprised of up to 
1,500 technical professionals and managers Coordinates 
solicitation, review, selection and organization of technical 
sessions 

Maintained database of technical program information 

m c 2 , I nc . /NORSTAR Energy , 
L P 
Energy Marketing Representative 
March 1997-May 1998 

Marketed natural gas and electricity to small businesses by 
calculating their potential savings 

Prospected for new clients and maintained a successful 
business relationship with existing clients 

Hechinger 
Installed Sales Coordinator 
October 1995 - February 1997 

Expediter 
December 1994 - October 
1995 

Managed the Installation Service program at the store level 

Inputted all contract information, ordered merchandise, 
verified merchandise, controlled the timeliness of installations 

Resolved customer problems, assisted in the training ofthe 
sales staff, and maximized customer service 

Managed the Installation Services program at the district 
level 

Updated contract information, controlled the timeliness of 
installations, resolved customer problems, and verified 
customer satisfaction to approve payment to the installer 



Merchandise Coordinator 
May 1991 - December 1994 

Various 
June 1 9 8 8 - M a y 1991 

Inventory control of special order merchandise including 
order, data entry, and customer notification, as well as the 
ordering, data entry and inventory control of stock 
merchandise which was purchased while out of stock 

Served as cashier, service desk operator 
warehouse/receiving, and salesperson 

U.S. Department of Housing 
and Urban Development 
Information Management 
Specialist 
July 1991 - May 1992 

Researched and inputted data on low income housing to be 
analyzed and utilized for future project's funding and 
budgeting 

Education MSW, University of Pittsburgh 1989 
BA, University of Pittsburgh at Johnstown 1987 



Keith Malinoski 

ValuSource Energy 
Energy Procurement Manager 
March 2000 - Present 

CMS Energy Marketing, 
Services & Trading, 
Jackson, Ml 
Manager of Marketing-
Pittsburgh 
March 1999 - March 2000 
Nicole Energy Services, 
Pittsburgh, PA 
Director of Marketing -
Pittsburgh 
November 1998 - March 1999 
Aquila Energy Marketing 
Corporation (AEM) Omaha, 
NE 
Account Director, Gas Sales 
and Marketing - Energy 
Services 
March 1998-November 1998 
CNG Energy Services 
Corporation (ESC) 
Pittsburgh, PA 
Marketing Manager, Integrated 
Energy Marketing 
1997-1998 

Manager, Fuel Management 
Services, Risk Management & 
Structuring Group 
1994-1997 

New Market Development 
Manager, Wholesale 
Marketing 
1993-1994 

Procurement of gas and electric commodity for commercial 
and industrial clients 
Marketing of energy management and procurement services 
to C&l segment 
Project Manager - East Area for Bank One, Commodity 
Management and Procurement Services Contract 
Marketing of retail gas and electric commodity and energy 
management services to commercial and industrial 
customers in Western Pennsylvania and Ohio 
General marketing management for regional sales office 

Marketing of retail gas and electric commodity and fuel 
management services to commercial and industrial 
customers in Western Pennsylvania and Ohio 
Managed regional office sales and support staff 

Marketing of commodity and asset management services to 
large industrial and LDC customers in the Northeast. 
Marketing of wholesale supply and risk management services 
to retail aggregators in Western Pennsylvania. 
Support for marketing of gas supply and management 
services to IPP/Cogen and Merchant plant developments in 
the Northeast. 

Assigned to development and marketing of Aggregated 
Services for large commercial and industrial customers. 
Product development support for Total Energy Management 
and Retail Franchise concepts. 
Assisted in the preparation of business plan for PA Electric 
Retail Pilot. 

Developed and executed marketing plan for power 
generation, municipal and industrial fuel management 
services. 
Doswell Joint Venture - Managed $26 M gross revenue. 
Generated $6.5 M third party sales margin. Administered 
complex Fuel Management Agreement. Developed custom 
operating models and administrative processes to support 
JV. 
Lakewood Cogeneration - Developed procedures to 
coordinate daily gas and electric dispatch scheduling for first 
dispatchable gas turbine, combined cycle unit on PJM. 
Managed $15 M in annual fuel purchases subject to utility 
approval and recovery. 
Responsible for marketing wholesale gas products services 
to Northeast electric utilities, cogeneration and independent 
power projects. 
Fuel management during start-up and commercialization of 
Lakewood Cogeneration. 

People's Natural Gas 
Company (CNG Affiliate) 
Pittsburgh, PA 

Marketed natural gas cofiring and reburn technologies to 
electric utilities in Western Pennsylvania. Transportation 
account management. 



Manager Cofiring, Industrial 
Marketing 
1991-1993 

Technical Sales Engineer, 
Commercial and Residential 
Marketing 
1987-1991 

Managed cofiring demonstration project at the Conemaugh 
Power Station. 
Member Gas Research Institute (GRI) Power Generation 
Project Advisory Group. 

Performed cogeneration feasibility studies for large 
commercial and industrial customers. 
Developed analytical tools to support Marketing staff and 
sales representatives. 
Marketed engine driven chiller and compressor technology to 
C&I customers. 

Duquesne Light C o m p a n y , 
Pittsburgh, P A 
Technical Services Engineer, 
Customer Technical Services 
1982-1987 

E D U C A T I O N 

Provided technical sales support to industrial, commercial 
and residential sales representatives. 
Developed residential energy model to support add-on heat 
pump marketing program. 
Performed energy management and conservation studies for 
large commercial and industrial accounts. 
Developed energy consumption and operating cost 
comparison program to support commercial electric heat 
marketing program. 
Katz Graduate School of Business, University of Pittsburgh, 
Pittsburgh, PA 
Graduated August 1993, QPA of 3.9/4.0, Concentration in 
Marketing 
Member Beta Gamma Sigma Honor Society 
BS in Mechanical Engineering, University of Pittsburgh, 
Pittsburgh, PA 
Graduated April 1982, QPA of 2.8/4.0, Deans List Senior 
Year 
Two Year Internship with Army Corps of Engineers, 
Engineering Technician 



ATTACHMENT I 

TECHNICAL FITNESS INFORMATION 
PROPOSED STAFFING & EMPLOYEE TRAINING 

COMMITMENTS 

(CONFIDENTIAL) 



ATTACHMENT J 

TECHNICAL FITNESS INFORMATION 
BUSINESS PLAN AND 

SAMPLE ENERGY SERVICES AGREEMENT 

(CONFIDENTIAL) 



ATTACHMENT K 

GENERAL AFFIDAVIT AS TO FINANCIAL & TECHNICAL 
FITNESS, TAXES AND STANDARDS & BILLING PRACTICES 



AFFIDAVIT 

Commonwealth of Pennsylvania 

County of Allegheny 
ss. 

John Zbihley, Affiant, being duly sworn according to law, deposes and says that: 

He is the President of ValuSource Energy Services, LLC; 

That he is authorized to and does make this affidavit for said Applicant; 

That ValuSource Energy Services, LLC, the Applicant herein, acknowledges that it may have obligations 
pursuant to this Application consistent with the Public Utility Code of the Commonwealth of Pennsylvania, 
Title 66 of the Pennsylvania Consolidated Statutes; or with other applicable statutes or regulations including 
Emergency Orders which may be issued verbally or in writing during any emergency situations that may 
unexpectedly develop from time to time in the course of doing business in Pennsylvania. 

That ValuSource Energy Services, LLC, the Applicant herein, asserts that it possesses the requisite 
technical, managerial, and financial fitness to render electric service within the Commonwealth of 
Pennsylvania and that the Applicant will abide by all applicable federal and state laws and regulations and by 
the decisions of the Pennsylvania Public Utility Commission. 

That ValuSource Energy Services. LLC, the Applicant herein, certifies to the Commission that it is subject to , 
will pay, and in the past has paid, the full amount of taxes imposed by Articles II and XI of the Act of March 4, 
1971 {P.L. 6, No. 2 ), known as the Tax Reform Act of 1971 and any tax imposed by Chapter 28 of Title 66. 
The Applicant acknowledges that failure to pay such taxes or otherwise comply with the taxation 
requirements of Chapter 28, shall be cause for the Commission to revoke the license of the Applicant. The 
Applicant acknowledges that it shall report to the Commission its jurisdictional Gross Receipts and power 
sales for ultimate consumption, for the previous year or as otherwise required by the Commission. The 
Applicant also acknowledges that it is subject to 66 Pa. C.S. §506 (relating to the inspection of facilities and 
records). 

As provided by 66 Pa. C.S. §2810 {C)(6)(iv), Applicant, by filing of this application waives confidentiality with 
respect to its state tax information in the possession of the Department of Revenue, regardless of the source 
of the information, and shall consent to the Department of Revenue providing that information to the 
Pennsylvania Public Utility Commission. 

That ValuSource Energy Services, LLC. the Applicant herein, acknowledges that it has a statutory obligation 
to conform with 66 Pa. C.S. §506, §2807 (C), §2807{D)(2), §2809{B) and the standards and billing practices 
of 52 PA. Code Chapter 56. 

EOS Liccnic Application 
CA PL'C Documcnl •> I I I ' I M 



That the Applicant agrees to provide all consumer education materials and information in a timely manner as 
requested Oy the Bureau of Public Liaison or other Commission bureaus. Materials and information 
requested may be analyzed by the Commission to meet obligations under applicable sections of the law. 

That the facts above set forth are true and correct to the best of his knowledge, information, and belief. 

Sworn and subscribed before me 

Signature of offiqral administering oath 

My commission expires 

Notarial Seal 
Delcarla J. Gilbert, Notary PubHc 

Pittsburgh, Allegheny County 
My Commission Expires Mar..17. 2003 

Moinber, Pennsylvania Association oi Notaries 

EGS License Appliealion 
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ATTACHMENT L 

GENERAL AFFIDAVIT REGARDING PROVISION OF 
INFORMATION 



AFFIDAVIT 

Commonwealth of Pennsylvania 

County of Allegheny 
ss. 

John Zbihley, Affiant, being duly sworn according to law, deposes and says that: 

He is the President of ValuSource Energy Services, LLC; 

That he is authorized to and does make this affidavit for said Applicant; 

That the Applicant herein, ValuSource Energy Services, LLC, has the burden of producing information and 
supporting documentation demonstrating its technical and financial fitness to be licensed as an electric 
generation supplier pursuant to 66 Pa. C.S. § 2809 (B). 

That the Applicant herein, ValuSource Energy Services, LLC, has answered the questions on the application 
correctly, truthfully, and completely and provided supporting documentation as required. 

That the Applicant herein, ValuSource Energy Services, LLC, acknowledges that it is under a duty to update 
information provided in answer to questions on this application and contained in supporting documents. 

That the Applicant herein, ValuSource Energy Services, LLC, acknowledges that it is under a duty to 
supplement information provided in answer to questions on this application and contained in supporting 
documents as requested by the Commission. 

That the facts above set forth are true and correct to the best of his knowledge, information, and belief, and 
that he expects said Applicant to be able to prove the same at hearing. 

Sworn and subscribed before me 

My commission expires 

administering oath 

Notarial Seal 
Delcarla J. Gilbert, Notary Public 

Pittsburgh, Allegheny County 
My Commisbiun Expires Mar: 17, 2003 

Member, Pennsylvania Association ot Notaries 

EGS License Applicalinn 
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ATTACHMENT M 

PROPOSED NOTICE FOR PUBLICATION 



PENNSYLVANIA 
PUBLIC UTILITY COMMISSION 

NOTICE 
Appliealion of ValuSource Energy Services, LLC For Approval To Offer, Render, 

Furnish Or Supply Electricity Or Electric Generation Services As A Service Provider 
and a Broker/Marketer/Aggregator Engaged In The Business Of Supplying Electricity, 
To The Public In The Commonwealth Of Pennsylvania, Docket No, A-I I XXXX. 

On , 2000, ValuSource Energy Services, LLC filed an application 
with the Pennsylvania Public Utility Commission ("PUC") for a license to supply 
electricity or electric generation services as a Service Provider and a 
broker/marketer/aggregator engaged in the business of supplying electricity. 
ValuSource Energy Services, LLC proposes to operate as a Service Provider 
throughout all of Pennsylvania under the provisions of the new Electricity Generation 
Customer Choice and Competition Act. 

The PUC may consider this application without a hearing. Protests directed to the 
technical or financial fitness of ValuSource Energy Services, LLC may be filed within 
15 days of the date of this notice with the Secretary of the PUC, P.O. Box 3265, 
Harrisburg, PA 17105-3265. You should send copies of any protest to ValuSource 
Energy Services, LLC's attorney at the address listed below. Please include the PUC's 
"docket number" on any correspondence, which is A-11 XXXX. 

By and through Counsel: James P. Melia 

Kirkpatrick & Lockhart LLP 
240 North Third Street 

Harrisburg, PA 17101-1507 
(717) 231-4500 

(717) 231-4501 FAX 

HOS License Appliealion 
I'A PUC Doeumcm «: l l l ' JM 


