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At December 31,

{In millions) 2007 20066

Commerctal paper % 3859 3 270.1

Bank loans 171.1 194.7
Total short-term borrowings B 4648

Long-Term Debt
Long-term senior unsecured obligations and first mortgage bonds outslanding by subsidiary follow:

At December 31,
(In milfions) 2007 2006
Utility Holdings
Fixed Rate Semor Unsecured Notes
2011,6.625% $ 250 § 2500
2013,5.25% 100.0 1000
2015, 3.45% 75.0 750
2018, 5.75% 100.0 100.0
2035, 6.10% 75.0 15.0
2036, 5.95% 10600 100.0
Total Utility Holdings 700.0 700.0
SIGECO
First Montgage Bonds
2016, 1986 Series, 8.875% 13.0 130
2020, 1998 Pollution Control Series B, 4.50%, tax exempt 46 4.6
2024, 2000 Eavironmental Improvement Series A, 4.65%, tax exempt 225 225
2029, 1999 Senior Notes, 6.72% 80.0 200
2034, 1998 Pollution Control Sertes B, 5.00%, tax exempt 220 220
2015, 1985 Pollution Control Series A, current adjustable rate 4. 00% tax exempt,
auction rate mode, 2007 weighted average: 3.33% 9.8 9.8
2023, 1993 Environmenial Improvement Series B, current adjustable rate 4.61%,
lax exempt, auction rate mode, 2007 weighted average: 4.13% 226 226
2025, 1998 Pollution Control Series A, current adjustable rate 4.00%, tax exempt,
auction rate mode, 2007 weighted average: 3.90% 315 31.5
2039, 1993 Pollution Control Senies C, currem adjustable rate 4.77%, 1ax exempi,
auction rate mode, 2007 weighted average: 4.15% 222 222
2041, 2007 Pollution Control Series, corrent adjustable rate 5.22%, tax exempt,
auction rate mode, 2007 weighted average: 4.80% 17.0 -
Total SIGECO 2452 22832
Indiana Gas
Senior Unsecured Notes
2007, Senies E, 6.54% - 6.3
2013, Series E, 6.69% 50 5.0
2015, Series E, 7.15% 50 50
2015, Series E, 6.69% 5.0 50
2015, Series E, 6.69% 100 100
2025, Series E, 6.53% 1.0 10.0
2027, Series E, 6.42% 54 50
2027, Series E, 6.68% 1.0 1.0
2027, Series F, 6.34% 20.0 20.0
2028, Series F, 6.36% 10.0 100
2028, Series F, 8.55% 200 200
2029, Series G, 7.08% 300 300
Total Indiana Gas $ 1216~ § 1275
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At December 31,

{in millions} 2007 2006

Vectren Capital Corp.
Fixed Rate Sentor Unsecured Notes

2007, 7.83% 3 - 3 17.5
2010, 4.99% 250 250
2010, 7.98% 225 225
2012,5.13% 250 25.0
20H2, 7 43% 350 350
2015,531% 75.0 75.0
Total Vectren Capital Corp. 182.5 200.0
Other Long-Term Notes Payable 0.3 0.6
Total long-term debt outstanding 1,249.0 1,256.3
Currenl maturities of long-term debt (0.3) (24.2)
Debt subject to tender - (20.0)
Unamortized debt premium & discount - net 3.3 (38
Fair value of hedging arrangements - (0.3)
Total long-term debi-net § 1,254  § 12080

SIGECQ Pollution Control Bonds

On December 6, 2007, SIGECO closed on $17 million of auction rate tax-exempt long-term debt. The debi has a
life of 33 years, maturing on Yanuary 1, 2041, The initial interest rate was set at 4.50 percent but the rate will be
reset every 7 days through an auction process that began December 13, 2007, This new debt was collateralized
through the issvance of first mortgage bonds and the payment of interest and principal was insured through Ambac
Assurance Corporation (Ambac).

Utility Holdings 2006 lssuance

In October 2006, Utikity Holdings issued $100 milfion in 5.95 percent senior unsecured notes due October 1, 2036
(2036 Notes). The 30-year notes were priced at par. The 2036 Notes are guaranteed by Utility Holdings” three
public unlities: SIGECQ, Indiana Gas, and VEDQ. These guaraniees are full and unconditional and joint and
several. These notes, as well as the timely payment of principal and interest, are insured by a financial guaranty
insurance policy by Financial Guaranty Insurance Company {FGIC).

The 2036 Notes have no sinking fund requirements, and interest payments are due quarierly. The notes may be
called by Utility Holdings, in whole or in part, at any tizne on or after Ociober 1, 2011, at 100 percent of principal
amount plus accrued interest. During the first and second guarters of 2006, Utility Holdings entered into severat
interest rate hedges with a $100 million notional amount. Upon issuance of the notes, these instruments were
settled resulting in the payment of approximately $3.3 million, which was recorded as a Regrdatory asset pursnant
to existing regulatory orders. The value paid is heing amortized as an increase to interest expense over the life of
the issue. The proceeds from the sale of the 2036 Notes, scttiement of the hedging arrangements, and payments of
tssuance costs totaled approximately $92.8 mijlion.

LUility Holdings 2005 Issuance

in December 2005, Utility Holdings issued sentor unsecured notes with an aggregate principal amount of $150
million in two $75 million tranches. The first tranche was 10-year notes due December 2015, with an interest rate
of 5.45 percent priced at 99.799 percent 10 yield 5.47 percent to maturity (2015 Notes). The second tranche was
30-year notes due December 2035 with an interest rate of 6.10 percent priced at 99.799 percent o yield 6.11
percent 10 maturity (2035 Notes).

The notes have no sinking fund requirements, and interest payments are due semi-annually. The notes may be
called by Utility Holdings, in whole or in part, al any time for an amount equal to accrued and unpaid imterest, plus
the greater of 100 percent of the principal amount or the sum of the present values of the remaining scheduled
payments of principal and interest, discounted to the redemption date on a semi-annual basis at the Treasury Rate,
as defined in the indenture, plus 20 basis points for the 2015 Notes and 25 basis points for the 2035 Notes.
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In January and fune 2005, Urility Holdings entered into forward starting interest rate swaps with a total notional
amount of $75 million. Upon issuance of the debt, the instruments were settled resulting in the receipt of
approximatety $1.9 million in cash, which was recorded as a regulatory Lability pursuant to existing regulatory
orders. The value received is being amortized as a reduction of interest expense over the life of the issue maturing

December 2035. The net proceeds from the sale of the senior notes and settiement of related hedging arrangements
approximated $150 million.

Vectren Capital Corp. 2005 Debt lssuance

On October 11, 2005, Veciren and Vectren Capital Corp., its wholly-owned subsidiary (Vectren Capital}, entered
into a pnvate placement Note Purchase Agreement (2005 Note Purchase Agreement) pursuant to which varions
institutional investors purchased the following tranches of notes from Vectren Capital: (i) $25 million 4.99 percent
Guaranteed Senior Notes, Series A due 2010, (ii) $25 mullion 5.13 percent Guaranteed Senior Notes, Series B due
2012 and (i) $75 million 5.31 percent Guaranteed Senior Notes, Series C due 2015, These Guaranteed Senior
Motes are unconditionally guaranteed by Vectren, the parent of Vectren Capital. The proceeds from this financing
were received on December 15, 2005. This Note Purchase Agreement contains customary representations,

warranties and covenanis, including a covenant to the effect that the ratio of consolidated total debt to consolidated
total capitalization will not exceed 75 percent.

On October 11, 2005, Vectren and Vectren Capital entered into First Amendments with respect (0 a Note Purchase
Agreement dated as of December 31, 2000 pursuant to which Vectren Capital issued to institutional investors the
following tranches of notes: (i) $38 million 7.67 percent Senior Motes due 2005, (ii) $17.5 million 7.83 percent

Senior Notes due 2007, (iii) $22.5 million 7.98 percent Senior Notes due 2010 and (iv} a Note Purchase Agreement,

dated April 25, 1997, pursuant to which Vectren Capital issued to an instiwtional investor a $35 million 7.43
percent Senior Note due 2012. The First Amendments {i) conform the covenants to those contained in the 2005
Note Purchase Agreement, (ii) eliminate a credit ratings trigger which weould have afforded noteholders the opiion
1o require prepayment if the ratings of Indiana Gas or SIGECO fell below a certain level, (iii) replace a more
limited support agreement with an unconditional guarantee by Vectren and (iv) provide for a 100 basis point
increase in interest rates if the ratio of consolidated total debt 1o total capitalization exceeds 65 percent.

Long-Term Debt Put & Call Provisions

Cenain long-term debt issues contain pul and call provisions that can be exercised on various dates before maturity.
The put or call provisions are not triggered by specific events, but are based upon dates stated in the note
agreements, such as when notes are remarketed. During 2007, 2006 and 2005, no debt was put to the Company.
Debt which may be put to the Company during the years following 2007 (in millions) is zero in 2008, $80.0 in
2009, $10.0 in 2010, $30.0 in 2011, zero in 2012 and thereafier. Debt that may be put to the Company within one
year is classified as Long-term debr subject to tender in current liabilities.

In February 2008, SIGECO began the process of providing notice to the current holders of approximately $103
mitlion of tax exempt auction rate mode long term debt that the Company will convert that debt from its current
auction rate mode inte a daily interest rate mode during March 2008. The debt will be subject to mandatory tender
for purchase on the conversion date at 100 percent of the principal amount plus accrued nterest.

Utiliry Holdings and Indiana Gas Debt Calls

In 2006, the Company called at par $100.0 million of Utility Holdings senior ansecured notes oniginally due in
2031. In 2005, the Company called at par $49.9 million of Indiana Gas insured senior unsecured notes originally
due in 2030. The notes called in 2006 and 2005 had stated interest rates of 7.25 percent and 7.45 percent,
respectively.

Orher Financing Transactions

At December 31, 2005, $53.7 matlion of SIGECQ notes conid be put 1o the Company in March of 2006, the date of
their next remarketing. In March of 20006, the notes were successfully remarketed, and are now classified in Long-
term debt. Prior 10 the remarketing, the notes had tax-exempt interest rates ranging from 4.75 percent to 5.00
percent. After the remarketing, inteycst rates are reset every seven days using an auction process.

As part of the integration of Miller into the Company’s consolidated financing model, $24.0 million of Miller’s
oulstanding long-ierm debt was retired in the fourth quarter of 2006.

76

0153



Other Company debt totaling $24.0 million in 2007 and $38.0 million in 2005 was retired as scheduled.

Fuiure Long-Term Debt Sinking Fund Requirements & Maturities

The annual sinking fund requirement of SEGECQ's first mortgage bonds is 1 percent of the greatest amount of
bonds outstanding under the Morigage Indenture. This requirement may be satisfied by certification to the Trustee
of unfunded property additions in the prescribed amoumt as provided in the Mortgage Indenture. SIGECO intends
to meet the 2007 sinking fund requirement by this means and, accordingly, the sinking fund requirement for 2007 is
excluded from Crrrent liabilities in the Consolidated Balance Sheets. At December 31, 2007, $836.7 mitlion of
SIGECO's utiluty plant remained unfunded under SIGECQO's Mortgage Indenture. SIGECO’s gross utility plamt
balance subject o the Mortgage Indenture approximated $2.2 billion at December 31, 2007,

Consolidated maturitics of long-term debt during the five years following 2007 (in millions) are zero in 2008 and in
2009, $47.5 in 2010, $250.0 is 2011, and $60.0 in 2012.

Covenanis

Both long-term and short-term borrowing arrangements contain cusiomary defavlt provisions; restrictions on liens,
sale-leaseback transactions, mergers or consohidations, and sales of assets; and restrictions or leverage and interest
coverage, among other restrictions. As of December 31, 2007, the Company was in compliance with all financial
covenants.

Ratings Triggers
None of Vectren’s currently outstanding debt arrangements contain ratings triggers.

Debt Guarantees

Vectren Corporation guarantees Vectren Capital’s long-term and short-term debt, which totaled $183 million and
$171 million, respectively, at December 31, 2007. Utility Holdings’ currently outstanding long-term and short-
term debt is jointly and severally guaranteed by Indiana Gas, S¥GECO, and VEDQ. Utility Holdings’ long-term
and short-term debt outstanding at December 31, 2007, totaled $700 million and $386 million, respectively.

9. Share-Based Compensation

The Company has various share-based compensation programs to encourage executives, key non-officer
employees, and non-employee directors {0 remain with the Company and to more closely align their interests with
those of the Company’s sharcholders. Under these programs, the Company issues stock options and non-vestexd
shares (herein referred to as restricted stock). Al share-based compensation programs are shareholder approved.

In addition, the Company maintains a deferred compensation plan for executives and non-employee directors where
participants have the option to invest earned compensation and vesled restricted stock in phantom stock umits.
Certain option and share awards provide for accelerated vesting if there is a change in control or upon the
participant’s retirement.

On Janvary 1, 2006, the Company adopted SFAS 123R “Share Based Compensation” (SFAS 123R} using the
medified prospective method. Accosdingly, imformation prior to the adoption has not been restated. Prior to the
adoption of SFAS 123R, the Company accounted for these programs using APB Opinion 23, “Accounting for
Stock Issued to Employees” {(APB 25), and its related interpretations. From the Company’s perspective, the
primary cost recognition difference between SFAS 123R and APB 25 is that costs related to stock options were not
recognized in the financial statements in those years prior to SFAS 123R’s adopiion.

Following is a reconciliation of the total cost associated with share-based awards recognized in the Company’s
financial statements to its after tax effect on net income:

Year ended December 31,
{in millions) 2007 2006 2005
Total cost of share-based compensation % 25 § 32 % 4.5
Less capitalized cost 0.5 0.9 1.0
Total in other operating expense 2.0 2.3 35
Less income tax benefit in earnings 0.8 0.6 14
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Restricted Stock Related Maters

The Company periodically grants executives and other key non-officer emplovees restricted stock and/for restricted
stock units whose vesting is contingent upon meeting a total return and/or return on equity performance objectives.
1n addition non-employee directors receive a portion of Lheir fees in restricted stock. Grants to executives and key
non-officer employees generally vest at the end of a four-year period, with performance measured a1 the end of the
third year. Based on that performance, awards could double or could be entirely forfeited. Awards to non-
employee directors are not performance based and generally vest aver one vear. Because execntives and non-
employee directors have the choice of sentling awards in shares, cash, or deferring their receipt into a deferred
compensation plan (where the value is eventually withdrawn in cash). these awards are accounted for as lability
awards al their seitlement date fair value. Upon adoption of SFAS 123R, the Company reclassified the eamed
value of these awards, which totaled $4.1 million on January 1, 2006, from equity to other long-term liabilities.
Awards to key non-officer employges must be settied in shares and are therefore accounted for in equity at their
grant date fair value.

A summary of the status of the Company’s restricted stock awards separated between those accounted for as
liabilities and equity as of December 31, 2007, and changes duning the year ended December 31, 2007, is presented
below:

Equity Awards
Wid. Avg.
Grant Date Liability Awards
Shares Fair value  Sharesfunits  Fair value

Restricted at January 1, 2007 23009 5§ 2632 376,185
Granted 13,030 2918 181,788
Vested {2,378) 24 88 (63.,607)
Forfeited (§1,791) 27.16 (137.478)
Restricled at December 31, 2007 21870 % 28.11 351,888 % 2901

As of December 31, 2007, there was $6.1 million of 1otal unrecognized compensation cost related to restricted
stock awards. That cost is expected to be recognized over a weighted-average period of 2.9 years. The total fair
value of shares vested for awards to executives and non-employee directors {Liability Awards) during the years
ended December 31, 2007, 2006, and 2003, was $1.9 million, $1.8 million, and $2.]1 million, respectively. The
total fair value of shares vested for awards to key non-officer employees (Equity Awards) during the year ended
December 31, 2007, was $0.1 milfion. On January 1, 2008, the Company granted 21,170 shares of restricted stock
and 155,400 restnicted stock units to execitives and other key non-officer employees.

Stock Option Related Maiters

Option awards were granted to executives with an exercise price equal to the market price of the Company’s stock
at the date of grant; those option awards generally require 3 years of continuous service and have 10-year
contractual terms. Share awards generally vest on a pro-rata basis over 3 years. No options were granted in 2006
or 2007, and the Company does not intend to issue optious in 2008.

The fair value of option awards granted in prior years was astimated on the date of grant using a Black-Scholes
option valuation model. Expected volatilities were based on historical volatility of the Company’s stock and other
factors. The Company used historical data to estimate the expected term and forfeiture patierns of the optiops. The
risk-free rate for periods within the contractual hife of the option was based on the U.S. Treasury yield curve in
effect at the time of grant. The following weighted average assnmptions used for grants in the year ended
December 31, 2005 were used: risk-free rate of retumn of 4.22 percent; expected option term of 8 years; expected
volatility of 21.43 percent; and dividend vield of 4.4 percent. The weighted average fair value of options granted in
2005 was $4.36.
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A summary of the status of the Company’s stock option awards as of December 31, 2007, and changes during the
period ended December 31, 2007, follows:

Weighted average Aggregate
Remaining Indrinsic
Shares Exercise Contractual Value

Price Term (years) (In millions)
Ouestanding ae January 1, 2007 196398 § 2333
Granted - -
Exercised (526,015 $ 2190
Forfeited or expired (5,196) % 21.27
Outstanding at December 31, 2007 1432774 $ 2386 50 $ 7.4
Exercisable at December 31, 2007 1338775 § 23.66 48 3 7.2

The total intrinsic value of options exercised during the twelve months ended December 31, 2007, 2006, and 2003
was $3.6 million, $0.8 million, and $1.6 million, respectively. As of December 31, 2007, there was less than $0.1
million of total unrecognized compensation cost related to vesting stock options. That cost is expected 10 be
recognized in 2008. The actual tax benefit realized for tax deductions from option exercises was approXimately
$1.2 million in 2007, $0.2 million in 2006, and $0.1 million in 2005.

The Company periodically issues new shares and aiso from time to time repurchases shares on the open market to
satisfy share option exercises. During the twelve months ended December 31, 2007, 2006, and 2005, the Company
received value upon exercise of stock options totaling approximately $11.4 million, $3.2 million, and $1.6 million,
respectively. During those periods, the Company repurchased shares totaling $6.9 million in 2007 and $3.8 million
in 2006. No shares were purchased on the open market in 2005. The Company does not expect future period
repurchase activity to be materially different.

Deferred Compensation Pian Matters

As discussed above, the Company has nonqualified deferred compensation plans that include an option to invest in
Company phantom stock. The amount recorded in earnings related to the investment activities in Vectren phantom
stock associated with these plans during the vears ended December 31, 2007, 2006 and 2005, was a cost of $0.4
million, and z benefit of $0.3 million and a cost of $1.5 million, respectively.

10. Common Shareholders® Equity

Common Stock Offering

In February 2007, the Company sold 4.6 million authorized ban previously nnissued shares of its common stock to a
group of underwriters in an SEC-registered primary offering at a price of $28.33 per share. The transaction
generated proceeds, net of underwriting discounts and commissions, of approximately $125.7 million. The
Company executed an equity forward sale agreement (equity forward) in connection with the offering, and
therefore, did not ceceive proceeds at the time of the equity offering. The equity forward allows the Company to
price an offering under market conditions existing at that time, and to better match the receipt of the offering
proceeds and the associated share dihntion with the implementation of regulatory initiatives, providing a return on
the new equity employed. The offering proceeds, when and if received, will be used to permanently finance
primarily electric utility capital expenditures.

In connection with the equity forward, an affiliate of one of the underwniers (the forward sefler), at the Company’s
request, borrowed an equal number of shares of the Company's common siock from institutional stock lenders and
sold those borrowed shares to the public in the primary offering. The Company will receive an amount equal to the
net proceeds from that sale, snbject 10 certain adjostments defined in the equity forward, upon full share settlement
of the equity forward. These adjustments defined in the equity forward include 1) daily increases in the forward
sale price based on a floating interest factor equal to the federal funds rate, less a 35 basis point fixed spread, and 2)
structured quarterly decreases to the forward sale price that align with expected Company dividend payments.
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The Company may elect to settle the equily forward in shares or in cash, except in specified circumstances or
events where the counterparty to the equity forward could force a share settlement. Examples of such events
include, but are not limited to, the Company making dividend payments greater than the stractured quarterly
decreases identified in the equity forward or the Company repurchasing a number of its outstanding common shares
over a specified threshold. If the Company elects to settle in shares, the maximum number of shares deliverable by
the Company 15 4.6 million shares. If the Company elects 1o settle in cash, an affiliate of one of the underwriters
(the forward purchaser) woukl purchase shares in the market and returm those shares to the stock lenders. The
Company will either owe or be owed funds depending upon the Company’s average share price during the "unwind
period” defined in the equity forward in relation to the equity forward's contracted price. Generally, if the equity
forward's contracted price is lower than average shave price during the "unwind period”, then the Company would
owe cash; and if the average share price during the "unwind period™ is less than the equity forward's contracted
price, the Company would receive cash. Proceeds received or paid when the equity forward is settied will be
recorded in Common Shareholders’ Equity, even if settled in cash. The equity forward must be settled prior to
February 28, 2009.

The equity forward had an initial forward price of $27.34 per share, representing the public offering price of $28.33
per share, net of underwriting discounts and commissions. Management therefore estimated the contract had no
initial fair value. If the equity forward had been setted by delivery of sharcs at December 31, 2007, the Company
would have received approximately $126.4 miltion based on a forward price of $27.47 for the 4.6 million shares, If
the Company had clected to settle the equity forward in cash at December 31, 2007, the Company estimates it
would have paid approximately $3 million, assuming the price in the “unwind period™ approximates the trailing
three month average of Vectren's stock price. The federal funds rate was 4.50 percent at December 31, 2007. The
Company currently anticipates settling the equity forwand by delivering shares.

Authorized, Reserved Common and Preferred Shares

At December 31, 2007, and 2006, the Company was authorized 10 issue 480.0 million shares of common stock and
20.0 million shares of preferred stock. Of the authorized common shares, approximately 6.3 million shares at
December 31, 2007 and 7.2 million shares at December 31, 2006, were reserved by the board of directors for
issuance through the Company’s share-based compensation plans, benefit plans, and dividend reéinvestment plan.
At December 31, 2007, and 2006, there were 396.4 million and 396.7 million, respectively, of authorized shares of
commeon stock and all authorized shares of preferred stock, available for a variety of general corporate purposes,
including future public offerings 1o raise additional capital and for facilitating acquisitions. At December 31, 2007
available authorized common shares include the 4.6 million shares related to the equity forward.

Shareholder Rights Agreement

The Company’s board of direciors previously adopted a Shareholder Rights Agreement (Rights Agreement). As
part of the Rights Agreement, the board of directors declared a dividend distribution of one right for each
outstanding Vectren common share. Each right entiiles the holder to purchase from Veciren one share of common
stock at a price of $65.00 per share (subject to adjustment ta prevent dilution). The rights become exercisable 10
days following a public annouwncement that a person or group of affiliated or associated persons (Vectren Acquiring
Person) has acquired beneficial ownership of 15 percent or more of the outstanding Vectren common shares (or 2
10 percent acquirer who is determined by the board of directors to be an adverse person), or 10 days following the
anmouncement of an intention 1o make a tender offer or exchange offer, the consummation of which would result in

any person or group becoming a Vectren Acquiring Person. The Vectren Shareholder Rights Agreement expires
October 21, 2009.

1. Earnings Per Share

Basic eamnings per share 1s computed by dividing net income available to common shareholders by the weighted-
average number of common shares outstanding for the period. Diluted earnings per share assumes the coaversion
of stock options into common shares and settlement in shares of an equity forward contract (see Note 10), using the

treasury stock method, as well as the conversion of restricted shares using the contingently issuable shares method,
to the extent the effect would be dilutive.
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The following tablc illustrates the basic and ditutive eamnings per share calculations for the three years ended
December 31, 2007;

Year Ended December 31,
{In millions, except per share data) 2007 2006 2005
Numerator:
Numerator for basic and dilmed EPS - Net income 5 143.1 ¥ 108.8 5 136.8
Denominator: e —
Denominator for basic EPS - Weighted average

common shares outstanding 75.9 75.7 75.6
Equity forward dilution cffect 0.1 - -
Conversion of stock options and lifting of

restrictions on issued restricted stock {16 0.5 0.5

Denominator for diluted EPS - Adjusted weighted
average shares outstanding and assumed

_ conversions outstanding 766 76.2 76.1
‘Basic earnings per share 3 13% 144 3 18T
Diluted earnings per share $ 1.87 $ 1.43 $ 1.80

For the years ended December 31, 2007, 2006 and 2005, all options were dilutive.
12. Commitments & Contingencies

Commitments

Future minimum lease payments required under operating leases that have initial or remaining noncancelable lease
terms in excess of one year during the five years following 2007 and thereafier (in millions) are $5.6 in 2008, $4.0
in 2009, $3.01in 2010, $1.2 in 2011, $0.6 in 2012 and $0.7 thereafter. Total lease expense (in millions) was $8.7 in
2007, $8.5 in 2006, and $6.1 in 2005.

Firm purchase commitments for commodities by consolidated companies total (in millions) $59.9 in 2008, $7.1 in
2009, $2.9 in 2010, 2011 and 2012. Firm purchase comunitments for utility and nonutility plamt total (in miflions)
$36.6 in 2008, $4.0 in 2009, and zero in 2010, 2011 and 2012.

Other Guarantees

Vectren issues guaraniees to third parties on behalf of its unconsolidated affiliates. Such guarantees allow those
affiliates to execute transactions on more favorable terms than the affihate could obtain without such a guaraniee.
Guarantees may include posted letters of credit, leasing guarantees, and performance guaraniees. As of December
31, 2007, guarantees issued and cutstanding on behalf of unconsolidated affiliates approximated $3 million. The
Company has accrued no liabilities for these guarantees as they relate to guarantees issued among related partics, or
such guarantees were executed prior to the adoption of FASB Interpretation No. 43, “Guarantor’s Accounting and
Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others.”

In 2006, the Company issued a guarantee with an approximate $5 million maximum risk related to the residuval
value of an operating lease that expires in 201 1. As of December 31, 2007, Vectren Corporation has a liability
representing the fair value of that guarantee of less than $0.1 million. Liabilities accrued for, and activity related to,
product warranties are not significant.

Legal Procecedings
The Company is party to various legal proceedings artsing in the normal course of business. In the opinion of

management, there are no legal proceedings pending against the Company that are likely 1o have a maierial adverse
effect on us financial position, resuits of operations or cash flows.

13. Environmental Matters

Clean Air/Climate Change
In March of 2005 USEPA finalized two new air emission reduction regulations. The Clean Air Interstate Rule

(CAIR) is an allowance cap and trade program requiring further reductions in Nitrogen Oxides (NOx) and Sulfur
Dioxide (SO,) emissions from coal burning power plants. The Clean Air Mercury Rule (CAMR) is an allowance
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cap and trade program requirtng further reductions in mercury emtissions from coal-burning power plants. Both sets
of regulations require emission reductions in two phases. The first phase deadline for both rules is 2010 (2009 for
NOx under CAJR}, and the second phase deadline for compliance with 1he emission reductions required ander
CAIR 15 2015, while the second phase deadline for comphiance with the emission reduction requirements of CAMR
is 2018. However, on February 8, 2008, the US Court of Appeals for the District of Columbia vacated the federal
CAMR regutations. At this time it js uncertain how this decision will affect Indiana’s recently finalized CAMR
implementation progran:.

To comply with Indiana’s implementation plan of the Clean Air Act of 1993 and to further comply with CAIR and
CAMR of 2005, SIGECO has received authority from the TURC to invest in clean coal technology. Using this
authorization, SIGECO invested approximately $258 million in Selective Calalyiic Reduction (SCR) systems at its
coal fired generating stations. SCR technology is the most effective method of reducing NOx emissions where high
removal efficiencies are required. To further reduce pacticulate matter emissions, the Company invested
approximately $49 million in a fabric filter at its largest generating unit (287 MW). These investments were
inctuded in rate base for purposes of determining new base rates that went into effect on August 15, 2007, {See
Note 14). Prior to being included in base rates, return on investrments made and recovery of related operating
expenses were recovered through a dder mechanism.

Further, the HURC granted SIGECQ authority fo invest in an 5O; scrubber al its generating facility that is jointly
owned with ALCOA (the Company’s portion is 150 MW). The order, as updated with an increased spending level,
allows SIGECO to recover an approximate 8 percent retirn on up to $92 million, excluding AFUDC, in capital
investments through a rider mechanism which is updated every six months for actual costs incurred. The Company
may file periodic updates with the FURC requesting modification to the spending authority. As of December 31,
2007, the Company has invested approximately $53 million in this project. The Company expects the 50, scrubber
will be operational in 2009. At that 1ime, operating expenses including depreciation expense associated with the
scrubber will also be recovered through a rider mechamsm.

Once the 5O, scrubber is operational, SIGECO’s coal fired penerating fleet will be 100 percent scrubbed for S0,
and 90 percent controlled for NOx, and mercury emissions will be reduced 10 meet the CAMR mercury reduction
standards described in the original 2005 emission reduction regulations. The use of SCR technology positions the
Company to be in compliance with the CAIR deadlines specifying reductions in NOX emissions by 2002 and
further reductions by 2015. SIGECQ's investments in scrubber, SCR and fabric filter technology positions it to
comply with more stringent mercury reduction requirements should CAMR regulations he funther modified.

¥ Jegislation requiring reductions in carbon dioxide and other greenhouse gases or mandating energy from
renewable sources is adopted, such regulation could substantially affect both the costs and operating characteristics
of the Company’s fossil fuel generating plants and nonutility coal mining operations. At this time and in the
absence of final legislation, compliance costs and other effects associated with reductions in greenhouse gas
emissions Or obtaining renewable energy sources remain uncertain.

SIGECO is studying renewable energy alteratives, and on April 9, 2007, filed a green power vider in order to
allow customers to purchase green power and to obtain approval of a contract to purchase 30 MW of power
generated by wind energy. The wind contract has been approved. Future filings with the TURC with regard 1o new
generation and/or further environmental compliance plans will include evaluation of potential carbon requirements.

Eovironmenlal Remediatior Efforts

In the past, Indiana Gas, SIGECO, and others operated facilities for the manufacture of gas. Given the availability
of natural gas wransported by pipelines, these faciliies have not been operated for many years. Under currently
applicable environmental laws and regulations, those that operated these facililies may now be required to take
remedial action if certain contaminants are found above the regulatory thresholds at these sites.

Indiana Gas identified the existence, location, and certain general charactenistics of 26 gas manufacturing and
storage sites for which it may have some remedial responsibility. Indiana Gas completed a remedial
investigation/feasibility study (RIFS) at one of the sites under an agreed order between Indiana Gas and the IDEM,
and a Record of Decision was issued by the IDEM in January 2000. Indiana Gas subsmitted the remainder of the
sites to the IDEM's Voluntary Remediation Program (VRP) and is currently conducting some level of remedial

82
0159


http://ba.se

activities, including groundwater monitoring at centain sites, where deemed appropriate, and wil continue remicxlial
activities at the sites as appropriaie and necessary.

Indiana Gas accrued the estimated costs for further investigation, remediation, groundwater monitoring, and related
costs for the sites. While the total costs that may be incurred in connection with addressing these siies cannot be
determined at this time, Indiana Gas has recorded costs that it reasonably expects to incur totaling approximately
$21 mullson.

The estimated accrued costs are limited to Indiana Gas’ share of the remediation efforts. Indiana Gas has
arrangements in place for 19 of the 26 siles with other potentially responsible parties (PRP), which serve to limit
indiana Gas’ share of response costs at these 19 sites to between 20 percent and 50 percent. With respect to
insurance coverage, Indiana Gas has received and recorded settlements from all known insurance carriers under
insurance policies in effect when these plants were in operation in an aggregate amount approxirating $20 million.

In October 2002, SIGECQO received a formal information request letter from the IDEM regarding five manufactured
gas plants that it owned and/or operated and were not enrolied in the IDEM’'s VRP. In Qctober 2003, SIGECO
filed applications to enter four of the manufactured gas plant sites in [IDEM's VRP. The remaining site is currently
being addressed in the VRP by another Indiana utility. SIGECO added those four sites into the renewal of the
global Voluntary Remediation Agreement that Indiana Gas has in place with IDEM for #ts manuiaciwred gas plant
sites. That renewal was approved by the IDEM in February 2604. SIGECQ is also named in a lawsuil filed in
federal district courl in May 2007, involving another site subject to potential environmental remediation efforis.

SIGECQO has filed a declaratory judgment action against its insurance carriers secking a judgment finding its
carriers liable under the policies for coverage of further investigation and any necessary remediation costs that
SIGECO may accrue wnder the VRP program and/or related to the site subject to the May 2007 lawsnit. While the
total costs that may be incurred in connection with addressing these sites cannot be determined at this Bme,
SIGECO has recorded costs that it reasonably expects to incur totaling approximately $8 million. With respect to
insurance coverage, SIGECO has received and recorded settlements from insurance carriers under insurance
policies in effect when these sitcs were In operation in an aggregate amount approximating the costs it expects o
incur.

Environmental remediation costs related to Indiana Gas® and SIGECO’s manufactured gas plants and other sites
have had no material impact on results of operations or financial condition since costs recorded {0 date approximate
PRP and insurance settlement recoveries. While the Company’s wtilities have recorded al costs which they
presenily expect to incur in connection with activities ar these sites, it is possible that future events may require
some level of additional remediat activities which are not presently foreseen and those cosis may not be subject to
PRF or insurance recovery.

Jacobsville Superfund Site

On July 22, 2004, the USEPA listed the Jacobsville Neighborhood Soil Contamination site in Evansville, Indiana,
on the National Prionities List under the Comprehensive Environmental Response, Compensation and Liability Act
(CERCLA). The USEPA has identified four sources of historic lead contamination. These four sources shut down
manufacturing operations years ago. When drawing up the boundaries for the listing, the USEPA included & 250
acre block of properties surrounding the Jacobsville neighborhood, including Vectren's Wagner Operations Center.
Vectren's property has not been named as a source of the lead contamination, nor does the USEPA's soil westing to
date indicate that the Vectren property contains lead contaminated soils. Vectren's own soil testing, completed
during the construction of the Operations Center, did not indicate that the Vectren property contains lead
contaminated soils. At this time, Vectren anticipates only additiona! soil testing could be requested by the USEPA
at some future date.

14. Rate & Regulatory Matters

Vectren North (Indiana Gas Company. Inc.) Gas Base Rate Order Received
On February 13, 2008, the Company received an order from the TURC which approved its Vectren North gas rate
case. The order provided for a base rate increase of $16.3 million and an ROE of 10.2 percent, with an overail rate
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of retarn of 7.8 percent on rate base of approximately $793 million. The settlement also provides for the recovery
of $10.6 million of cests through separate cost recovery mechanisms rather than base rates.

Further, addiuional expenditures for a2 multi-year bare steel and cast iron capital replacement program will be
afforded certain accounting treatment that mitigaies earnings attrition from the investment between rate cases. The
accounting treatment allows for the continuation of the acerual for allowance for funds used during construction
{AFUDC) and the deferral of depreciation expense afier the projects go in service bul hefore they are included in
base rates. To qualify for this treatment, the annual expenditures are limited to $20 million and the treatment
cannot extend beyond four years on each project.

With this order, the Company has in place for its North gas territory weather normalization, a conservation and lost
margin recovery tariff, tracking of gas cost expense related 10 bad debis and unaccounted for gas through the
existing gas cost adjustment mechantsm, and tracking of pipeline integrity expense.

Vectren South (SIGECQO) Electric Base Raie Order Received

On August 15, 2007, the Company received an order from the RURC which approved its Vectren South electric rate
case. The settlernent agreement provides for an approximate $60.8 million electric rate increase to cover the
Company's cost of system growth, maintenance, safety and reliability. The settlement provides for, among other
things: recovery of ongoing costs and deferred costs associated with the MISQ; operations and mainienance (O&M)
expense mcreases refated to managing the aging workforce, including the development of expanded apprenticeship
programs and Lhe creation of defined training programs 1o ensure proper knowledge transfer, safety and sysiem
stability; increased O&M expense necessary to maintain and improve system reliability; benefit to custemers from
the sale of wholesale power by Vectren’s sharing equally with cusiomers any profit earned above or below $10.5
million of wholesale power margin; recovery of and returm on the investment in past demand side management
programs 1o help encourage conservation during peak load penods; timely recovery of the Company’s investment
in certain new electric transmission projects that benefit the MISQ infrastructure; an overall rate of retarn of 7.32
percent on rate base of approximately $1,044 million and an allowed return on equity (ROE) of 10.4 percent.

Yectren South (SIGECQ) Gas Base Rate Order Received

On August 1, 2007, the Company received an order from the IURC which approved its Vectren South gas rate
case. The order provided for a base rate increase of $5.1 million and an ROE of 10.15 percent, with an overall rate
of return of 7.20 percent on rate base of approximately $122 milion. The settlement also provides for the recovery
of $2.6 million of costs through separate cost recovery mechanisms rather than base rates.

Further, additional expenditures for 2 mulii-year bare steel and cast iron capital replacement program will be
afforded certain accounting treatment that mitigates eamnings attrition from the investment between rate cases. The
accounting treatment allows for the continuation of the accrual for allowance for funds used during construction
(AFUDC) and the deferral of depreciation expense afier the projects go in service but before they are included in
base rates. To qualify for this treatment, the annuai expenditures are limited to $3 million and the treatment cannot
extend beyond three years on each project.

With this order, the company now has in place for its South gas territory weather normalization, a conservation and
lost margin recovery tariff, tracking of gas cost expense related 1o bad debts and unaccounted for gas through the
existing gas cost adjustment mechanism, and fracking of pipeline integrity expense.

Vectren Energy Delivery of Ghig, Inc. (VEDO) Gas Base Rate Case Filing

In November 2007, the Company filed with the PUCO a request for an increase in its base rates and charges for
VED(O s distribution business in its 17-county service area in west central Ohio. The filing indicates that an
increase in base rates of approximately $27 miHion is necessary to cover the ongoing cost of operaiing, maintaining
and expanding the approximately 5 200-mile distribution system used to serve 318,000 customers.

In addition, the Company is seeking to increase the level of the monthly service charge as well as extending the lost
margin recovery mechanism currenily in place 1o be able to encourage customer conservation znd is also seeking
approval of expanded conservation-oriented programs, such as rebate offerings on high-efficiency natural gas
appliances for existing and new home construction, to help customers lower their natural gas bills. The Company is
also secking approval of 2 mulhi-year bare steel and cast won capilal replacement program.
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The Company anticipates an order from the PUCO in late 2008.

Ohio and Indiana 1.0st Margin Recovery/Congervation Filings

In 2003. the Company filed conservation programs and conservation adjustment {rackers in Indiana and Ohio
designed to help customers conserve energy and reduce their annnal gas bills. The proposed programs would allow
the Company to recover cosls of promoting the conservation of natural gas through conservation trackers that work
in {andem with a lost margin recovery mechanism.  These mechanisms are designed to afllow the Company to
recover the distribution portion of its rates from residential and commercial customers based on the Jevel of
customer revenues established in each utility’s last general rate case.

Indiana

In December 2006, the IURC approved a settlement agreement that provides for a five-year energy efficiency
program. [t allows the Company’s Indiana utilities to recover a majority of the costs of promoting the conservation
of natural gas through conservation trackers that work in tandem with a lost margin recovery mechanism. The
order was implemented in the North service territory in December 2006, and provides for recovery of 85 percent of
the difference between weather normalized revenues actually collected by the Company and the revenues approved
in the Company’s most recent rate case. Energy efficiency programs began in the North gas territory in December
2006. A similar approach regarding lost margin recovery commenced in the South gas territory on August 1, 2007,
as the new base rates went into effect, allowing for recovery of 100 percent of the difference between weather
normalized revenues collected and the revenues approved in that rate case. The recent Vectren North base rate
order also allows for full recovery of the difference between weather normalized revenues collected by the
Company and the reventes provided for in that settlemnent, superseding the original December 2006 order. While
most expenses associated with these programs are recoverable, in the first program year the Company incurred $0.9
million in program costs without recovery, of which $0.8 million was expensed in 2007 and, in addition contributed
$0.2 million in assets that are being depreciated over the term of the program without recovery

Chio

In June 2007, the Public Utilities Commission of Ohio (PUCO) approved a settlement that provides for the
implementation of a lost margin recovery mechanism and a related conservation program for the Company's Ohio
operations. This order confirms the guidance the PUCO previously provided in a September 2006 decision. The
conservation proegram, as outliced in the September 2006 PUCO order and as affirmed in this order, provides for a
two year, $2 million toial conservation program to be paid by the Company, as well as a sales reconciliation nider
intended to be 2 recovery mechanism for the difference between the weather normalized revenues actually collected
by the Company and the revenues approved by the PUCO in the Company’s most recent rate case. Approximalely
60 percent of the Company’s Ohio customers are eligible for the conservation programs. The Ohio Consumer
Counselor (OCC) and another intervener requested a rehearing of the June 2007 order and the PUCO granted that
request in order to have additional time to consider the merits of the request. In accardance with accounting
authorization previously provided by the PUCO, the Company began recognizing the impact of the September 2006
order on October 1, 2006, and has recopnized cumulative revenues of $4.6 million, of which $3.3 mllion was
recorded in 2007. The OCC appealed the PUCQ’s accounting authorization 1o the Ohio Supreme Court, but that
appeal has been dismissed as premature pending the PUCO’s consideration of issues raised in the OCC’s request
for rehearing. Since October 1, 2006, the Company has been ratably accruing its $2 million commitment.

MISO

Since February 2002 and with the [URC s approval, the Company has been a member of the Midwest Independent
System Operator, Inc. (MIS0O), a FERC approved regional transmission organization. The MI50 serves the
electrical transmisston needs of much of the Midwest and maintains operational contro! over the Company’s
electric transmission facilities as well as that of other Midwest utilities.

On April 1, 2005. the MISQ energy market commenced operation (the Day 2 energy markel). As a result of being
a market participant, the Company now bids its owned generation into the Day Ahead and Real Time markets and
procures power for its retail customers at Locational Marginal Pricing (LMP) as determined by the MISO market.
The Company is typically in a net sales position with MISO and is only occasionally in a net parchase position.
Net positions are determined on an hourly basis. When the Company is a net seller such net revenues are included
in Electric Uiility revenues and when the Company is a net purchaser such net purchases are included in Cost of
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fuel and purchased power. The Company also receives transmission revenue that results from other members’ use
of the Company’s transmission system. These revenues are also included in Electric Utility revenues.

Pursnant to an order from the LURC received in December 2001, certain MISO startup costs (referred to as Day |
costs) were deferted, and those deferred costs are now being recovered through base rates that went into effect on
August 15, 2007. On June 1, 2003, Vectren, tagether with three other Indiana electric utilisies, recetved regulatory
authority from the IURC (o recover fuel related costs and to defer other costs associated with the Day 2 encrgy
market. The order allows fuel related costs to be passed through to customers in Vectren’s existing fuel cost
recovery proceedings. During 2006, the fURC reaffirmed the definition of certain costs as fuel related; the
Company is following those guidelines. Other MISO fuel related and non-fucl related administrative costs were
deferred, and those deferred costs are now being recovered through base rates that wenl into effect on August 13,
2007. The IURC order authorizing new base rates also provides for a tracking mechanism associated with ongoing
MISO-related costs and fransmission revenues.

As a result of MISQO’s operational control over much of the Midwestem electric transmission grid, including
SIGECO’s transmission facilities, SIGECQ's continued ability to import power, when necessary, and export power
10 the wholesale market has been, and may continue to be, impacted. Given the nature of MIS(’s policies
regarding use of transmission facilities, as well as ongoing FERC initiatives, and a pending Day 3 market, where
MISO plans to provide bid-based regulation and contingency operating reserve markets, it is difficult to predict
riear term operational impacts. MISO has indicated that the Day 3 ancillary services market would begin in June
2008.

The need to expend capital for improvements to the transmission system, both to SIGECO’s facilities as well as to
those facilities of adjacent utilities, over the next several years is expected 1o be significam. The Company will

timely recover its invesument in certain new electric transmission projecis that benefit the MISO infrastructure at a
FERC approved rate of return.

Weather Normalization

On October 5, 2003, the [URC approved the establishment of a normal lemperature adjustment (NTA) mechanism
for Veciren Energy Delivery of Indiana. The OUCC had previously entered into a settlement agreememnt with
Vectren Energy Delivery of Indiana providing for the NTA. The NTA affects the Company’s Indiana regulated
residential and commercial natural gas customers and should mitigate weather risk in those customer classes during
the October to April heating season. These Indiana customer classes represent approximately 60-63 percent of the
Company’s total natural gas heating load,

The NTA mechanism will mitrgaie volatility in distribution charges created by fluctuations in weather by lowering
customer bills when weather is colder than normal and increasing customer bills when weather is warmer than
normal. The NTA has been applied to meters read and bills rendered after October 15, 2005. Each subsequent
monthly bill for the seven-month heating season is adjusied using the NTA

The order provides that the Company will make, on a monthly basis, a commitment of $125,000 o a universal
service fund program or other low-income assistance program for the duration of the NTA or until a general rate
case. SIGECO’s portion of its commitment ceased in Angust 2007, and Indiana Gas’ portion of the commitment
ceased on February 14, 2G08.

Rate structures in the Company’s Indiana electsic territory and Ohio gas territory do not include weather
normalization-type clanses.

VEDO Base Rate Increase in 2005

On April 13, 2005, the PUCO approved a $15.7 million base rate increase for VEDX)'s gas distribution business.
The base rate change was implemented on April 14, 2005 and provide for the recovery of some level of on-going
costs to comply with the Pipeline Safety Improvement Act of 202,

Gas Cost Recovery {GCR) Audit Proceedings

In 2005, the PUCO issued an order disallowing the recovery of approximately $9.6 meliion of gas costs relating to
the two-year audit period ended October 2002 and in 2006, an additional $0.8 million was disallowed related to the
audit period ending October 2005. The initial audit peried provided the PUCO staff its initial review of the
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portfolio administration arrangement between VEDO and ProLiance. Since November [, 2003, the Company has
used a provider other than ProLiance for these services.

Throngh a series of rehearings and appeals, including action by the Ohio Supreme Count in the firsi quarier of 2007,
the Company was required 10 refund $8.6 million 1o customers. In total, the Company has reflected $6.2 mitlion in
Cosi of gas sold related to this matter, of which $1.1 million, $4.1 million, and $1.0 million were recorded in 2007,
2005, and 2003, respectively. The impact of the disallowance includes a sharing of the ordered refund by Vectren's
partner in ProLiance. As of December 31, 2007, all amounts have been refunded to customers.

15. Derivatives & Other Financial Instruments

Accounting Policy for Derivatives

The Company executes derivative contracts in the normal course of operations while buying and selling
commodities to be used in operations, optimizing its generation assets, and managing risk. The Company accounts
for its derivative contracts in accordance with SFAS 133, “Accounting for Derivatives” and its related amendments
and interpretations. In most cases, SFAS 133 requires a denvative o be recorded on the balance sheet as an assel
or liability measured at its market value and that a change in the derivative's market value be recognized currently
in earnings unless specific hedpe cnteria are met.

‘When an energy contract that is a derivative is designated and documented as a normal purchase or normal sale, it
is exempted from mark-to-market accounting. Otherwise, energy contracts and financial contracts that are
derivatives are recorded at markel value as current or aoncuirent assets or liabilities depending on their value and
on when the contracts are expected to be settled. Contracts with counter-parties subject to master netting
arrangements are presented net in the Consolidated Balance Sheets. The offset resulting from carrying the
derivative at fair value on the balance sheet is charged to earnings unless it qualifies as a hedge or is subject to
SFAS 71. When hedge accounting is appropriate, the Company assesses and documents hedging relationships
between the derivative contract and underlying risks as well as its risk management objectives and anticipated
effectiveness. When the hedging relationship is highly effective, derivatives are designated as hedges. 'The market
value of the effective portion of the hedge is marked 10 market in accumulaied other comprehensive income for
cash flow hedges. Ineffective portions of hedging arrangements are marked-to-market through earnings. For fair
value hedges, both the derivative and the underlying are marked to market through eamings. The offset to contracis
affected by SFAS 71 are marked-to-market as a regulatory asset or liability. Market value for derivative contracts
is determined using quoted market prices from independent sources. Following is a more detailed discussion of the
Company’s use of mark-to-market accounting in five primary areas: assct optimization, synfuels risk management,
SO, emission allowance risk management, natural gas procurement, and interest rate risk management.

Asset Optimtization

Periodically, generation capacity is in excess of that needed to serve native load and firm wholesale customers. The
Company markets this vnutilized capacity to optimize the retom on its owned generation assets. These
optimizalion strategies involve the sale of excess generation into the MISO day ahead and real-time markets. As
part of these straiegies, the Company may execule energy contracis that are inlegrated with porifolio requirements
around power supply and delivery and are short-term purchase and sale transactions that expose the Company to
limited market risk. Asset optinmization contracts that are derivatives are recorded at market value.

At December 31, 2007 and 2006, no assel oplinazation derivative contracts were outstanding. The proceeds
received and paid upon settlement of both purchase and sale contracts along with changes in market value of open
contracts thar arc derivatives are recorded in Electric Utiliry revennes. Net revenues from asset optimization
activities totaled $39.8 million in 2007, $29.8 million in 2006 and $38.0 million in 2005.

Synfuel Risk Managemenr

As discussed in Note 3, the Company's synfuel operations were exposed to commodity price nisk associated with
oil. The Company executed derivative instruisents designed to limit the effects of a phase out of synfuel tax credits
and other risks. During 2006 the Company purchased coniracts with a national amount of 0.5 million basvels 1o
mitigate 2006 risks. All contracts were settled in 2006 at a loss of $5.3 million, which is recorded in Other-nei. In
2006, the Company also purchased contracts with a notional amount of 2.8 million bacrels to mitigate 2007 phase
out risk and other risks. The mark 10 market loss associaied with these contracts totaled $2.5 million in 2006 and
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was also reflected in Qrher-net. In 2007, these contracts increased income $13.4 million, all of which was a
realized gain. The fair value of those contracts, which was recorded in Prepayments and other current assets,
totaled $22.8 million and $11.2 million as of December 31, 2007 and 2006, respectively. The pretax impact of an
insurance contract rejated fo synfuels was a loss of $0.3 million in 2007, earnings of $3.1 million in 2006 and a loss
of $1.9 mllion in 2005. These results are also recorded in Other, net. As of December 31, 2006, the fair value of
the insurance contract. which is included in Prepayments and other current assels, wialed $4.4 million and was
received in 2007.

SO Emission Allowance Risk Management

The Company’s wholesale power marketing operations are exposed to price risk assoctated with SO, emission
allowances. To mutigate this risk, the Company executed call options to hedge wholesale emission allowance
utilization in future periods. The Company designated and documented these derivatives as cash flow hedges. At
December 31, 2007, a deferred gain of approximately $0.7 million remains in accumulated comprehenstve income
related to these call options which will be recognized in camings as emission allowances are utilized. Hedge
ineffectiveness totaled $0.2 million of expense in 2006 and $0.8 million of expense in 2005. No SO, emission
allowance hedges are ontstanding as of December 31, 2007.

Natural Gas Procurement Activity

The Company’s regulated operations have limited exposure to commodity price risk for purchases and sales of
natural gas and electricity for retail customers due to current Indiana and Ohio regulations which, subject 10
compliance with those regulations, allow for recovery of such purchases through natural gas and fuel cost
adjustment mechanisms. Although Vectren's regulated operations are exposed to limited commodity price risk,
volatile natural gas pnices can resull in higher working capital requirements, increased expenses including
unrecoverable interest costs, uncollectible accounts expense, and unaccounted for gas, and some level of price-
sensitive reduction in volumes sold. The Company may mitigate these risks by using derivative contracts. These
contracis are subject 1o regalation which allows for reasonable and prudent hedging costs to be recovered through
rates. When regulation is involved, SFAS 71 conirols when the offset to mark-to-market accounting is recognized
in earnings.

The Company’s wholly owned gas retail operations also mitigate price risk associated with forecasled natural gas
purchases by using derivatives. These nonregulated gas retail operations may also from time-to-ime execute
weather derivatives (o miligate extreme weather affecting unregulated gas retail sales.

At December 31, 2007 and 2006, the market values of these contracts and the book value of weather contracts were
not significant.

Interest Rate Management

The Company is exposed to interest rate risk associated with its borrowing arrangemenis. Its risk management
program seeks to reduce the potentially adverse effects thai market volattlity may have on interest expense. The
Company has used interest rate swaps and treasury locks to hedge forecasted debt issuances and other interest rale
swaps (o manage interest raic exposure.

Interest rate swaps hedging the fair value of a planned VUHI debt issuance in 2008 with a total notional amount of
$80.0 million are outstanding. The fair value liability associated with those swaps was $8.9 million at December
31,2007 At December 31, 2006, interest rate swaps hedging the fair value of fixed-rate debt with a 1etal notional
amount of $17.5 million were outstanding, and the fair value liability associated with those swaps was $0.3 million.
Related 10 derivative instruments associated with completed debts issuances, an approximate $2.2 million net
regulatory liability remains at December 31, 2007. Of that net Jiability, $0.6 million will be reclassified o eamings
in 2008, $0.6 million was reclassified to earmings in 2007, and $0.7 million was reclassified to eamings during
2006.
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Fair Value of Other Financial Insiruments
The carrying values and estimated fair values of the Company's other financial instruments follow:

Al December 31,
2007 2006
Camying Est. Fair Carrying Est. Fair
{In miliions) Amount Value Amount Value
Long-term deb $ 12490 S 123606 $ 12563 5 12702
Short-term borrowings & notes payable 557.0 557.0 4648 464.8

Certain methods and assumptions must be used to estimate the fair value of financial instruments. The fair value of
the Company's long-term debt was estimated based on the quoted market prices for the same or similar issues or on
the current rates offered to the Company for instruments with similar characieristics. Because of the maturity dates
and variable interest rates of short-term borrowings, its carrying amount approximates its fair value.

Under current reguiatory treatment, call premiums on reacquisition of long-term debt are penerally recovered in
customer rates over the life of the refunding issue or over a 15-year period. Accordingly, any reacquisition would
not be expected to have a material effect on the Company's results of operations.

Periodically, the Company tests its cost method investments and notes receivable fer impairment which may
require their fair value to be estimated. Because of the customized nature of these investments and lack of a readily
available market, it is not practical to estimate the fair value of these financial instruments at specific dates without
considerable effort and costs. At December 31, 2007 and 2006, the fair value for these financial instruments was
not estimated.

16. Segment Reporting

The Company segregales its operations into three groops: 1) Utility Group, 2} Nonutility Group, and 3) Corporate
and Other.

The Utility Group is compnsed of Vectren Utility Holdings, Inc_’s operations, which consist of the Company’s
regulated operations and other operations that provide information technology and other support services to those
regulated operations. The Company segregates its regulated operations into a Gas Utility Services operating
segment and an Electric Utility Services operating segment. The Gas Utility Services segment provides natural gas
distribution and transportation services to nearly two-thirds of Indiana and to west central Ohio. The Electric
Utility Services segment provides electric distribution services primarily to southwestern Indiana, and includes the
Company’s power generaling and wholesale marketing operations. The Company manages its regulated operations
as separated between Energy Delivery, which includes the pas and electric transmission and distribution functions,
and Power Supply, which includes the power generating and asset optimization operations. In total, regulated
operations supply natural gas and for electnicity to over one million customers. In 1otal, the Utility Group has three
operating segments as defined by SFAS 131 “Disclosure About Segments of an Enterprise and Related
Information™ (SFAS 131).

The Nonutility Group is comprised of one operating segment as defined by SFAS 131 that includes various
subsidiaries and affiliates investing in energy marketing and services, coal mining, and energy infrastructure
services, among other energy-related opportunities. The Nonutility Group includes all amounts reported in Fguity
in earnings of unconsolidated affiliates disclosed on the statement of operations and all investments disclosed on
the Statement of Cash Flows. For the periods presented, all carnings from and investments in equity method
investees are in the Nonutility Group operating segment.

Corporate and Other includes unallocated corporate expenses such as advertising and charitable contributions,
among other activities, that benefit the Company’s other operating segments. Net income is the measure of
profitability used by management for ali operations. Information related to the Company’s business segments is
summarized below:
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Year Ended December 31,

{In millions) 2007 20006 2005
Revenues
Utility Group
Gas Utility Services 12694 51,2325 § 13597
Electric Utility Services 4879 4222 4214
Other Operations 404 36.6 36.1
Eliminations {38.7) (34.8) (35.4)
Total Utility Group 1,759.0 1,656.5 1,781.8
Nonutility Group 643.4 503.2 3443
Eliminations (120.5) (118.1) (98.1)
Consolidated Revenues 2,281.9  § 20416 $ 20280
Profitability Measures - Net Income
Gas Ulility Services 417 3 415 3 34.7
Electric Utility Services 526 41.6 504
Cther Operations 12.2 8.3 100
Utility Group Net Income 106.5 914 951
Nonuthty Group Net Income 370 i8.1 48.2
Corporate & Other Net Loss (0.4) {0.7) 6.3)
Consolidated Net Income 1431 % 1088 % 1368
Amounts Included in Profitability Measures
Depreciation & Amortization
Uulity Group
Gas Utility Services 706 $ 676 § 64.9
Electne Utility Services 66.0 61.8 56.9
Other Operations 21.8 21.9 19.5
Total Utility Group 158.4 151.3 141.3
Nonutility Group 264 210 160
Corporate & Other - - 0.9
Consolidated Pepreciation & Amortization 148 & 1723 $ 1582
Interest Expense T
Unality Group
Gas Utility Services 398 % 407 % 40.2
Electric Unility Services 29.6 28.6 237
Other Operations 11.2 8.2 6.0
Total Utility Group 80.6 71.5 69.9
Nonuiility Group 219 200 14.6
Corporate & Other (1.5) (1.9 {0.6)
Consolidated Interest Expense 1010 3§ 95.6 839
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Ycar Ended December 31,

{In millions) 2007 2006 2005
Income Taxes
Uality Group
Gas Utility Services 3 332 h 22.6 223
Electric Utility Services 38.0 253 3335
Other Operations 4.5) {0.2) 1.7
Total Utility Group 66.7 47.1 515
Nonutility Group 105 (17.6) 9.9
Corporate & Other {1.2) 0.2 {3.5)
{onsolidated Income Taxes $ 76.0 $ 30.3 44.1
Capital Expenditures
Utility Group
Gas Utility Services 3 1289 5 76.8 810
Electric Utility Services 134.7 1568 160.0
Other Operations 364 24.8 299
Non-cash costs & changes in accruals (0.2) {11.8) 36
Total Utility Group 299.8 246.6 2143
Nonutility Group 34.7 34.8 17.1
Consolidated Capitai Expenditures 3 3345 3 2814 231.6
At December 31,
(In millions) 2007 2006
Assets
Utility Group
Gas Utility Services $ 22874 $ 19536
Electric Utility Services 1,369.2 1,277.6
Other Operations 2,229 225.9
Eliminations {2,242.6) (16.3)
Total Utility Group 36437 3,440.8
Nonutility Group 704.1 639.7
Corporate & Other 4070 466.7
Eliminations (458.3) _ (455.6)
Consolidated Assets $ 420964 $ 40916

17. Additional Operational & Balance Sheet Information

Prepaymenis and other current assets in the Consolidated Balance Sheets consist of the following:

At December 31,

(In millions} 2007 2006
Prepaid gas delivery service $ 65.2 $ 66.2
Deferred income taxes 209 3.6
Synfuels related derivatives 228 15.6
Prepaid taxes 58 12.3
Utilicom receivable - current - 44.6
Other prepayments & current assets 328 304

Total prepayments & other current assets $ 160.5 $ 172.7
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Accrued liabilities in the Consolidated Balance Sheets consist of the following:

TRUE TRUE
At December 31,
(In mitlions} 2007 2006
Refunds to customers & customer deposits 5 43.7 5 43.0
Accrued taxes 342 3ls
Accrued interest 174 16.8
Asset retirement obligation 95 -

Equity in earnings of unconsolidated affiliates in the Consolidaied Statements of Income consists of the following:

Year Ended December 31,
{In millions) 2007 2006 2005
ProLiance Holdings . LLC $ 41.0 $ 353 3 524
Haddinton Encrgy Pariners, LP (0.2} a3 17
Pace Carbon Synfuels, LP (20.0% (17.8) (157
Other 2.1 (0.8) 1.2
Total equity in earnings of unconsolidated affiliates $ 229 $ 17.0 $ 45.6

Other —net i the Consolidated Statements of Income consists of the following:

Year Ended December 31,

(In millions) 2007 2006 2005
AFUDC & capitalized interest $ 6.3 $ 53 $ 2.5
Interest income 2.9 4.0 3.8
Synfuel-related activity 234 (11.4) 1.9
Broadband charges a.t {1.9) (1.1)
All other income 4.1 1.3 2.9

Total other - net $ 36.8 $ 2.0 $ 6.2
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18. Quarterly Financiat Data (Unaudited)

Information in any one quarterly period is not indicative of annual results due to the seasonal variations common to
the Company’s utility operations. Summarized quarterly financial data for 2006 and 2005 follows:

{In millions, except per share amountis) Ql Q2 Q3 Q4
2007
Operating revenues $ 83440 $ 4217 % 3814 % 6443
Operating income 95.6 397 45.1 80.1
Net income 70.1 16.0 17.1 199
Eamnings per share: ‘
Basic $ 492 3 0.21 5 0.23 5 0.53
Diluted 0.92 0.21 0.22 0.52
2006
Operating revenues § 7745 5 3175 3 3405 2 6091
Operating income 91.5 285 28.4 2.1
Net income 57.6 4.3 120 349
Earnings per share:
Basic $ 076 % 006 3 016 % 0.46
Diluted 0.76 0.06 0.16 045

19. Impact of Recently Issued Accounting Guidance

SFAS No. 157

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements™ (SFAS 157). SFAS 157 defines
far value, establishes a framework for measuring fair value in generally accepled accounting principies (GAAP),
and expands disclosures about fair value measuremments. This statement does not require any new fair value
measurements; however, the standard will impact how other fair value based GAAP is applied. SFAS 157 is
effective for financial statements issued for fiscal years beginning after Novemnber 13, 2007. However, in
December 2007, the FASB issued proposed FSP FAS 157-b which would delay the effective date of SFAS 157 for
alt nonfinancial assets and nonfinancial liabilities, excepi those that are recognized or disclosed at fair value in the
financial statements on a recusting basis (at lcast annually). This proposcd FSP partially defers the effective date of
Staternent 157 1o fiscal years beginning after Novermber 15, 2008, and interim periods within those fiscal years for
items within the scope of this FSP. The Company will adopt SFAS 157 on January 1, 2008, except as it applies to
those nonfinancial assets and nonfinancial liabilities as noted in proposed FSP FAS 157-b. The partial adoption of
SFAS 157 will not have a material impact on the Company’s financial position, results of operations or cash flows.

SFAS 159

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial
Liabilities — Including an Amendment of FASB Statement No. 115 (SFAS 159). SFAS 159 permits entities to
measure many financial instruments and certain other items at fair valoe. tems cligible for the fair value
measurement option include: financial assets and financial liabilities with certain exceptions; firm commitments
that would otherwise not be recognized at incepiion and that involve only financial instruments; nonfinancial
insurance contracts and warranties that the insurer can settle by paying a third party 10 provide those goods or
services; and host financial instruments resnlting from separation of an embedded financial derivative instrumest
from a nonfinancial hybrid instrument. The fair value option may be applied instrament by instrument, with few
exceptions, s an irrevocable election and is applied only to entire instruments. SFAS 159 is effective as of the
beginning of an entity’s first fiscal year that begins after November 15, 2007. The Company will adopt SFAS 1359
on January 1, 2008, and does not expect that adoption will have a material impact on its financial statements and
results of operations.
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SFAS 141 (Revised 2007)

Its December 2007, the FASB issued SFAS 141, Business Combinations (SFAS 141). SFAS 141 establishes
principles and requirements for how the acquirer of an entity (1) recognizes and measures the identifiable assets
acquired, the liabilities assumed, and any Noncontrolling interest in the acquiree (2) recognizes and measures
acquired poodwill or a bargain purchase gain and (3) determines what information to disclose in its financial
statements in order 1o ¢nable users to assess the nature and financial effects of the business combination. SFAS [4]
applies to all transactions or other events in which one entity acquires control of one or more businesses and applies
to all business entities. SFAS 141 applies prospectively 1o business combinations with an acquisition date on or
after the beginning of the first annual reporting period beginning on or after December 15, 2008. Early adoption is
not permitted. The Company will adopt SFAS 141 on January 1, 2009, and because the provisions of this standard
are applied prospectively, the impact to the Company cannot be determined until the transactions occur.

SFAS 160

Tn December 2007, the FASB issued SFAS 160, Noncontrolling Interests in Consolidated Financial Stalemenis-an
Amendment of ARB No. 51 (SFAS 160). SFAS 160 establishes accounting and reporting standards that require
that the swnership percentages in subsidiaries held by parties other than the parent be clearly identified, labeled,
and presented separately (rom the parent’s equity in the equity section of the conselidated balance sheet; the
amount of consolidated net income attribntable to the parent and the noncontrolling interest to be clearly identified
and presented on the face of the consolidated income statement; that changes in the parents ownership interest
while it retains control over its subsidiary be accounted for consistently; that when a subsidiary is deconsolidated,
any retained noncontroliing equity investment be initially measured at fair value; and that sufficiem disclosure is
made to clearly identify and distinguish between the interests of the parent and the noncontrolling owners. SFAS
164 applies to all entities that prepare consolidated financial statements, except for non-profit entities. SFAS 160 is
effective for fiscal years beginning after December 31, 2008. Early adoption is not permilted. The Company will
adopt SFAS 160 on January 1, 2009, and is currently assessing the impact this statement will have on its financial
statements and results of operations.

ITEM 9. CHANGE IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE '

None.

ITEM 9A. CONTROLS AND PROCEDURES

Changes in Internal Controls over Fingncial Reporting

During the quarter ended December 31, 2007, there have been no changes to the Company’s internal controls over
financial reporting that have materially affected, or are reasonably likely to materially affect, the Company’s
internal conrol over financial reporting.

Conclusion Regarding the Effectiveness of Disclosure Controls and Procedur

As of December 31, 2007, the Company conducted an evaluation under the supervision and with the participation
of the Chief Executive Officer and Chief Financial Officer of the effectiveness and the design and operation of the
Company's disclosure controls and procedures. Based on that evaluation, the Chief Executive Officer and the Chief
Financial Officer have concluded that the Company’s disclosure controls and procedures ase effective as of
December 31, 2007, to ensure that information required to be disclosed in repons filed or submitted under the
Exchange Act is:
1) recorded, processed, summarized and reported within the time periods specified in the SECs rules and
forms. and
2} accurnulated and communicated to management, including the Chief Executive Officer and Chief Financial
Officer, as appropnate to allow timely decisions regarding required disclosure.
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Management’s Report on Internal Control over Financial Reporting

Vectren Corporation’s management is responsible for establishing and maintaining adequate internal controf over
financial reporting. Under the supervision and with the participation of management, inclading the Chief Executive
Officer and Chief Financial Officer, the Company conducted an evaluation of the effectiveness of its intemal
control aver financial reporiing based on the framework in Internal Control - integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Comumission. Based on that evaluation under the
framework in fnternal Control — Integrated Framework, the Company concluded that its internal contvol over
financial reporting was effective as of December 31, 2007,

The effectiveness of internal control over financial reporting as of December 31, 2007, has been audited by Deloitte
& Touche LLP, an independent registered public accounting firm, as stated in their report which is included in Item
8 of this annual report.

ITEM 9B. OTHER INFORMATION

None.
PART IN1

ITEM 1. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required by Part 111, fiem 10 of this Form 10-K is incorporated by reference herein, and made part
of this Form 10-K,, from the Company's Proxy Statement for its 2008 Annual Meeting of Stockholders, which wili
be filed with the Securities and Exchange Commission pursuant to Regulation 14A, within 120 days after the end of
the fiscal year. The Company’s executive officers are the same as those named executive officers detailed in the
Proxy Statement.

The Company’s Cerporate Govemance Guidelings, its charters for each of s Audit, Compensation and Benefits
and Nominating and Corporate Governance Comunittees, and its Code of Ethics covering the Company’s directors,
officers and employees are available on the Company’s website, www.vectren.com, and a copy will be mailed upon
request lo [nvestor Relations, Attentton: Steve Schein, One Vectren Square, Evansville, Indiana 47708, The
Company intends to disclose any amendments to the Code of Ethics or waivers of the Code of Ethics on behalf of
the Company’s directors or officers including, but not limited to, the principal executive officer, principal financial
officer, principal accounting officer or controller and persons performing similar functions on the Company’s
website at the internet address set forth above promptly following the date of such amendment or waiver and such
information will also be available by mail upon request to the address listed above.

ITEM 11. EXECUTIVE COMPENSATION

Information required by Part 1L, Itern 11 of this Form 10-K is incorporated by reference herein, and made part of
this Form 10-K, from the Company's Proxy Statement for its 2008 Annual Meeting of Stockholders, which will be
filed with the Securities and Exchange Commission pursuant to Regulation 14A, within 120 days after the end of
the fiscal year.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

Except with respect to equity compensation plan information of the Registrant, which is included herein, the
information required by Part I, liem 12 of this Form 10-K is incorporated by reference herein, and made part of
this Form 10-K, from the Company's Proxy Statement for its 2008 Annual Meeting of Stockholders, which will be
filed wiih the Securities and Exchange Commission pussnant to Regulation 14A, within 120 days after the end of
the fiscal year.
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Shares Issuable under Share-Based Compensation Plans

As of December 31, 2007, ihe following shares were authorized to be issued under share-based compensation
plans:

A B C
Number of securities
Number of securities remaining available for future
to be issued upon Weighted average issuance under equity
exercise of exercise price of compensalion plans
outstanding options,  outstanding options, {excluding securities
Plan category warranis and rights warrants and righis reflected in column {a)

Equity compensation plans approved by

security holders 1432714 " 8 2388 " 2,768,528 @
Equity compensation plans not approved

by security holders - - -
Tolal 1,432,774 ) 23.38 2,768,528

7 Inchudes the following Vectren Corporation Plans: Vectren Corporation Aw-Risk Compensation Plan and 1994 SIGCORP

Stock Option Plan.

Future issuances of shares awards can only be made under the Vectren Corporation At-Risk Plan. Shares avaitable for
issuance under the Ar-Risk Plan have been reduced by the issuance of 21,170 restricted shares and 155,400 restricied upits
approved by the board of directors’ Compensation Committee, effective January 1, 2008.

(k3]

The SIGCORP stock option plan was approved by SIGCORP common shareholders prior to the merger forming

Vectren. The At-Risk Compensation plan was approved by Vectren Corporation common sharcholders after the
merger forming Vectren.

1TEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR
INDEPENDENCE

Information required by Part IIL, Item 13 of this Form 10-K is incorporated by reference herein, and made part of
this Form {0-K, from the Company's Proxy Statement for its 2008 Annual Meeting of Stockholders, which will be
filed with the Secunties and Exchange Commission pursuant to Regulation [4A, within 120 days afier the end of
the fiscal year.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information required by Part 11}, tem 14 of this Form 10-K is incorporated by reference herein, and made part of
this Form 10-K. from the Company's Proxy Statement for its 2008 Annual Meeting of Stockholders, which will be

filed with the Securities and Exchange Commission pursuant to Regulation 14A, within 120 days after the end of
the fiscal year.

PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

List of Documents Filed as Part of This Report

Consolidated Financial Statements

The consofidated financial statements and related notes, 1ogether with the report of Deloitte & Touche LLP, appear
in Part Il “ltem 8 Financial Statements and Supplementary Data” of this Form 10-K. The financial statements of
ProLiance Heldings, 1LLC are attached as exhibit 99.1 to this Form 10-K.
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Supplemenial Schedules

For the years ended December 31, 2007, 2006, and 2005, the Company’s Schedule Il — Valuation and Qualifying
Accounts Consolidaied Financial Statement Schedules is presented hercin. The report of Deloitte & Touche LLP

on the schedule may be found in Item 8. All other schedules are omitied as the reguired information is inapplicable

or the information is presented in the Consolidated Financial Statements or related notes in ltem 8.

SCHEDULEII
Vectren Corporation and Subsidiaries
VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

Column A Column B Colurmn C Column D  Column E
Additions
Balance at Charged Charged Deductions  Balance at
Beginning to to Other from End of
Description of Year Expenses  Accounts Reserves, Net Year
{In millions)
VALUATION AND QUALIFYING
ACCOUNTS:
Year 2007 — Accumniated provision for
uncollectible accounts $ 3.3 $ 166 $ - $ 16.2 § 3.7
Year 2006 — Accumulated provision for
uncellectible accounts 3 2.8 $ 153 L 3 148 § 33
Year 2005 — Accumulared provision for
uncallectible accounts $ 2.0 $ 151 g - 3 143 3 23
OTHER RESERVES:
Year 2007 — Restructuring costs 5 1.7 $ - 8 - $ L1 $ 06
Ycar 2006 — Restructuring costs 3 2.4 3 - F - % 0.7 h) 1.7
Year 2003 -- Restructuring costs $ 2.7 $ - $ - 3 03 § 24

List of Exhibits

The Company has incorporated by reference herein certain exhibits as specified below pursuant to Rule 12b-32
under the Exchange Act. Exhibits for the Company attached to this filing filed electronically with the SEC are
listed below. Exhibits for the Company are listed in the Index ta Exhibits begiming on page 99.

Vectren Corporation
Form 10-K
Attached Exhibits

The following Exhibits are included in this Anmual Report on Form. 10-K.

Exhibit

Number Document

3.1 Chief Executive Officer Certification Pursuamt to Section 302 of the Sarbanes-Oxley Act of 2002.
31.2 Chief Financial Officer Cenification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
32 Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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The following Exhibits, as well as the Exhibits listed abave, were filed electronically with the SEC with this Filing.

Exhibit

Number Document

4.1

42

4.3

211

23.1

23.2

991

Southern Indiana Gas and Electric Company with Deuische Bank Trust Company Americas, as
Trustee. Supplemental Indenture relating to the First Mortgage Bonds 4.50% Series B 1998 due
2020 and 5.00% Series B 1998 due 2030, dated Apnil 1, 2005

Southern Indiana Gas and Electric Company with Deutsche Bank Trust Company Americas, as
Trustee. Supplemental Indenture retating to the First Morigage Bonds Series A 1998 due 2025 and
Series C 1998 due 2030, dated March 1, 2006

Southern Indiana Gas and Electric Company with Deutsche Bank Trust Company Americas, as
Trustee. Supplemental Indenture relating 1o the First Mortgage Bonds Series 2007 due 2041, dated
December 1, 2007

List of Company’s Significant Subsidiartes

Consent of Independent Registered Public Accounting Firm
Consent of Independent Auditors

ProLiance Holdings, LL.C Cansolidated Financial Statements
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INDEX TO EXHIBITS

2. Plan of Acqnisition, Reorganizatien, Arrangement, Liquidation or Succession

2.1

Asset Purchase Agreement dated December 14, 1999 between Indiana Energy, Inc. and The Dayton Power and Light
Company and Number-3CHK with a commitment lester for a 364-Day Credit Facility dated December 16, 1999.
{Filed and designated in Current Report on Form 8-K dated December 28, 1999, File No. 1-9091, as Exhibit 2 and
99.1}

3. Articles of Incorporation and By-Laws

31

3.2

33

Amended and Restated Articles of Incorporation of Vectren Corporation effective March 31, 2000. (Filed amd
designated in Current Report on Form 8-K filed April 14, 2000, File No. 1-15467, as Exhibit 4.1.)

Amended and Restated Code of By-Laws of Vectren Corporation as of February 1, 2007. (Filed and designated in
Cumrent Report on Form 8-K filed February 3, 2007, File No. 1-15467, as Exhibi 3.2.)

Sharcholders Rights Agreement dated as of October 21, 999 between Vectren Corporation and Equiserve Trust

Company, N.A_, as Rights Agent. (Filed and designated in Form 5-4 (No. 333-90763), filed November 12. 1999, File
No. 1-15467, as Exhibit 4.)

4. Instroments Defining the Rights of Secarity Helders, Inclading Indentures

4.1

42

43

Mortgage and Deed of Trust dated as of April 1, 1932 between Southern Indiana Gas and Electric Company and
Bankers Trust Company, as Trustee, and Supplemental Indeniures thereto dated August 31, 1936, October 1, 1937,
March 22, 1939, July 1, 1948, June 1, 1949, October 1. 1949, January 1, 1951, Apni! I, 1954, March i, 1957, October
1. 1965, September 1, 1966, August 1, 1968, May 1, 1970, August |, 1971, Aprit 1, 1972, Ociober 1, 1973, April 1,
1975, January I35, 1977, April 1, 1978, June 4, 1981, January 20, 1983, November 1, 1983, March 1, 1984, June |,
1984, November 1, 1934, July 1, 1985, November 1, 19853, June 1, 1986. (Filed amd designated in Registration No. 2-
2336 as Exhibits B-1 and B-2; in Post-effective Amendment No. | to Registaation No. 2-6203?2 as Exhibit (b)(4)Gi}, in
Registration No. 2-88923 as Exhibit 4(b)2), m Form 8-K, File No. 1-35533, dated Jure 1, 1984 as Exhibit (4), File No.
1-3553, dated March 24, 1986 as Exhibit 4-A, i Form 8-K., File No. 1-3553, dated June 3, 1986 as Exhibit (4).) luly
1, 1985 and November ], 1985 (Filed and designated in Form 10-K, for the fiscal year 1985, File No. 1-3353, as
Exhibit 4-A.} November 15, 1986 and Janvary 15, 1987. (Filed and designated in Form 10-K, for the fiscal year 1986,
File No. 1-3553, as Exhibit 4-A) December 15, 1987. (Filed and designated in Form 10-K, for the fiscal year 1937,
File No. 1-3553, as Exhibit 4-A) Pecember 13, 1990, (Filed and designated in Form 10-K, for the fiscal year 1990,
File No. 1-3553, as Exhibit 4-A_) April 1. 1993, (Filed and designated in Form 8-K, dated April 13, 1993, File No. 1-
3553, as Exhibit4.) June I, 1993 (Filed and designated in Form 8-K, dated June 14, 1993, File No. 1-3553, as Exhibut
4.) May 1, 1993, (Filed and designated 10 Form: 10-K, for the fiscal year 1993, File No. 1-3533, as Exhibit 4{a}.) July
1, 1999. (Filed and designated in Form 10-Q), dated Auvgust 16, 1999, File No. 1-3553, as Exhibit 4(z).) March I,
2000. (Filed and designated in Form 10-K for the year ended December 31, 2001, File No. 1-15467, as Exhibit 4.1.}
August 1, 2004. (Filed and designated in Form 10-K for the year ended December 31, 2004, File No. 1-15467, as
Exhibit 4.1.) October 1, 2004. {Filed and designated in Form 10-K for the year ended December 31, 2004, File No. 1-
15467, as Exhibit 4.2.) April 1, 2005 ¢Filed and designated in Form 16-K for the year ended December 31, 2007, File
No 1-15467, as Exhibit 4.1) March 1, 2006 {Filed and designated in Form 10-K for the year ended December 31,
2007, File No [-15467, as Extibit 4.2) December 1, 2007 {Filed and designated in Form 10-K for the year ended
Pecember 31, 2007, File No 1-15467, as Exhibit 4.3)

Indenture dated February I, 1991, between Indiana Gas and U.S. Bank Trast National Association (formerly know as
First Trust National Associgtion, which was formerly know as Bank of America Illinois, which was formerly know as
Continental Bank, National Association. Inc.'s. (Filed and designated in Current Report on Form 8-K filed February
15, 1991, File No. 1-6494.); First Supplemental Indentare thereto dated as of February 13, 1991, (Filed and designated
in Current Report on Form 8-K filed February 15, 1991, File No. 1-6494, as Exhibit 4(b).); Second Supplemental
Indenture thereto dated as of September 13, 1991, (Filed and designated in Current Report on Form 8-K hiled
September 25, 1991, File No. 1-6494, as Exhibit 4¢(b).); Third supplemental Indenture thereto dated as of September
15, 1991 (Filed and designated in Cwrrent Report on Form 8-K filed September 25, 1991, File No. 1-6494, as Exhibit
4{c).); Fourth Supplemental Indenture thereto dated as of December 2, 1992, (Filed and designated in Corrent Report
on Form 8-K filed December 8. 1992, File No. 1-6494, as Exhibit 4(b).); Fifth Supplemental Indenture thereto dated as
of December 28, 2000, (Filed and designated in Current Report on Form 8-K filed December 27, 2000, File No. 1-
6494, as Exhibit 4.)

Indenture dated October 19. 2001, among Vectren Utility Holdings, Inc.. Indiana Gas Company, Inc., Southern Indiana
Gas and Electric Company, Vectren Energy Delivery of Ohio, Inc_, and U.S. Bank Trust National Association. (Filed
and designated in Form 8-K. dated October 19, 2001, File No. 1-16739, as Exhibit 4.1); First Supplemental Indenture,
dated October 19, 2001, between Vectren Utility Holdings, Inc., Indiana Gas Company, Inc., Southern Indiana Gas and
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4.4

Eiectric Company, Vectren Energy Delivery of Ohio, Inc.. and U_S. Bank Trust National Association. (Filed and
designated in Form 8-K, dated October 19, 2001, File No. 1-16739, as Exhibit 4.2); Sccond Supplemental Indenture,
among Vectren Utility Holdings, Inc., Indiana Gas Company, Inc., Southern Indiana Gas and Electric Company,
Vectren Energy Delivery of Ohio, Inc.. and U.S. Bank Trust Nationa? Association. (Filed and designated in Form 8-K.
dated November 29, 2001, File No. 1-16739, as Exhibit 4.1); Third Supplemental Indenture, among Vectren Utility
Holdings, Inc., Indiana Gas Company, Inc., Southemn Indiana Gas and Electric Company, Vectren Encrgy Delivery of
Ohio, Inc_, and U.8. Bank Trust National Association. (Filed and designated in Form 8-K, dated July 24, 2003. File
No. 1-16739, as Exhibit 4.1); Fourth Supplemenial Indenture, among Vectren Utility Holdings, Inc., Indiana Gas
Company, Inc., Southern Indiana Gas and Electric Company, Vectren Energy Delivery of Ohio, Inc., and U_S. Bank
Trust National Association. {Filed and designared in Form 8-K, dated November 18, 2003, File No. 1-16739, as
Exhibit 4.1). Form of Fifth Supplememal Indenture, among Vectren Dility Holdings, Inc., Indiana Gas Company,
Inc., Southern Indiana Gas & Electric Company, Vectren Energy Delivery of Ohio, Inc., and U_S. Bank Trust National
Association. (Incorporaied by reference 10 Exhibit 4.1 1o the Current Report on Form 3-K, dated October 16, 2006,
File No. 1-16739).

Note purchase agreement, dated Qctober 11, 2005. between Vectren Capital Corp. and each of the purchasers named
therein. (Filed designated in Form 10-X for the year ended December 31, 2X)5, File No. 1-15467, as Exhibit 4.4.)

10. Material Contracts

1l

10.2

103

104

10.5

10.6

10.7

10.3

19.9

10.10

10.11

10.12

10.13

10.14

HO.ES

10.16

Summary description of Southern Indiana Gas and Electric Company's nonqualified Supplemental Retirement Plan
(Filed and designated in Form 10-K for the fiscal year 1992, File No. 1-3553, as Exhibit 10-A-17.) First Amendment,
effective April 16, 1997 (Filed and designated in Form 10-K for the fiscal year 1997, File No. 1-3553, as Exhibit
10.29.).

Southern Indiana Gas and Electric Company 1994 Stock Option Plan (Filed and designated in Southern Indiana Gas
and Electric Company's Proxy Statement daled February 22, 1994, File No. 1-3553, as Exhibit A.)

Indiana Energy. Inc. Unfunded Supplemental Retirement Plan for a Select Group of Management Employees as
amended and restated effective December |, 1998, (Filed and designated in Form 10-Q for the quarterly period ended
December 31, 1998, File No. 1-9091, as Exhibit 10-G.)

Vectren Corporation At Risk Compensation Plan effective May 1, 2001,(as amended and restated s of May 1, 2006).
(Filed and designated in Vectren Corporation’s Proxy Statement dated March §5, 2006, File No. 1-15467, as Appendix
H)

Vectren Corporation Non-Qualified Deferred Compensation Plar, as amended and restated effective January 1, 2001
{Filed and designated in Form 10-K, for the year ended December 31, 2001, File No. 1-15467, as Exhibit 10.32.)
Vectren Corporation Change in Control Agreememt between Vectren Corporation and Niel C. Ellerbrook dated as of
March 1, 2005. (Filed and designated in Form 8-K dated March 1. 2005, File No. 1-15467, as Exhibit 99.1.)

Vectren Corporation At Risk Compensation Plan specimen Restricted Stock Grant Agreement for officers, effective
Yanuary 1, 2005. (Filed and designated in Form 8-K, dated January |, 2005, File No. 1-15467, as Exhibit 99.1.)
Vectren Corporation At Risk Compensation Plan specimen restricted stock grant agreement for officers, effective
Janvary I, 2006. (Filed and designared in Form 8-K, dated February 27, 2006, File No. 1-13467, as Exhibit 99.1.)
Vectren Corporation At Risk Compensation Plan specimen restricted stock grant agreemenl for vfficers, effective
lanuary 1, 2008. (Filed and designated in Form 8-K, dated December 28, 2007, File No. 1-15467, as Exhibit 99.1.)
Vectren Corporation At Risk Compensation Plan specimen restricted stock units agreement for officers, effective
January | 2008. (Filed and designated in Form 8-K, dated December 28, 2007, File No. 1-15467, as Exhibit 99.2.)
Vectren Corporation At Risk Compensation Plan specimen Stock QOption Grant Agreement for officers, effective
January 1, 2005. (Filed and designated in Form 8-K. dated January 1, 2005, File MNo. 1-15467, as Exhibit 99.2.)
Vectren Corporation specimen employment agreement dated February 1. 2005, (Filed and designated in Form 8-K,
dated Febsuary 1, 2003, File No. 1-15467, as Extubit 99.1 )

Life Insurance Replacement Agreement between Vectren Corporation and certain pamed officers, effective December
31, 2006. {Filed and designated in Form $-K, dated December 31, 2006, File No. 1-15467 as Exhibit 99.1.)

Gas Sales and Portfolio Administration Agreement between Indiana Gas Company. Inc. and ProLiance Energy, LLC,
effective August 30, 2003. (Filed and designated in Form 10-K, for the year ended December 31, 2003, File No. I-
15467, as Exhibi 13.15.)

Gas Sales and Portfolio Administration Agreement between Southern indiana Gas and Electric Company and
Proliance Energy, LLC, effective September 1, 2002. (Filed and designated in Form 10-K, for the year ended
December 31, 2003, File No. [-15467, as Extiabit 10.16.)

Formation Agreement among Indiana Eaergy. Inc.. Indiana Gas Company. Inc., IGC Energy, Inc., Indiana Energy
Services, Inc., Citizens Gas & Coke Utility, Citizens Energy Services Corporatior and ProLiance Energy, LLC,
effective March 13, 1996. (Filed and designated in Form 10-Q for the guarterly period ended March 31, 1996, File No.
19091, as Exhibir 10-C.)
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10.17 Revolving Credit Agreement (5 year facility), dated Movember 10, 2005, among Vectren Usility Haldings, Inc., and
each of the purchasers named therein. (Filed and designated in Form 10-K, for the year eaded December 31, 2005, File
No. 1-13467, as Exhibit 141.24.)

10.18 Revolving Credit Agreement {5 year facility), dated November 10, 2003, among Vectren Capital Cosp., and each of the
purchasers named therein. (Filed and designated in Form 10-K, for the vear ended December 31, 2065, File No_ 1-
15467, as Exhibit 10.25.)

21. Subsidiaries of the Company
The list of the Company's significant subsidiaries is attached hereto as Exhibit 21.1. (Filed herewith.)

23. Consents of Experts and Counsel
The consents of Deloitte & Touche LLP are attached hereto as Exhibiis 23.1 and 23.2. (Fled herewith.)

31. Certification Pursuant To Section 302 of the Sarbanes-Oxley Act of 2002
Chief Executive Officer Centification Pursnant to Section 302 of the Sarbanes-Oxley Act Of 2002 is attached hereto as Exhibit
31.1 (Filed herewith.)

Chief Financial Officer Certification Pursuant to Section 302 of the Sarbanes-Oxley Act Of 2002 is anached hereto as Exhibit
31.2 (Filed herewith.)

32. Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2062
Cernfication Pursaant To Sectien 906 of the Sarbanes-Oxley Act Of 2002 1s attached hereto as Exhibit 32 (Filed herewith.)

99.1 ProLiance Holdings, LLC Consolidated Financial Statements for the Fiscal Years Ended September 38, 2007,
20106, and 2005. (Filed herewith.)
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Daied February 19, 2008

Signature

s/ Niel C. Ellerhrook

Niel C. Ellerbrook

___Is! Jerome A. Benkert, Jr.

Jerome A, Benkert, Jr.

{s/ M. Suvsan Hardwick

M. Susan Hardwick

/s/ John M. Dhmn

John M. Dunn

___/si Johm D. Engelbrecit

John D). Enpelbrecht

s/ Anton H. George

Anton H. George

/s/ Martin C. Jischke

Martin . Jischke

/sf Robert L. Koch 11

Robent L. Koch H

SIGNATURES

Pursuant 1o the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly anthorized.

VECTREN CORPORATION

st Niel C. Ellerbrook

Niel C. Ellerbrook,

Chairman, Chief Executive Officer, and Director

Title

Chairman, Chief Executive Officer, amd Director
(Principal Executive Officer)

Executive Vice President and Chief Financial
Officer
(Principal Financial Officer)

Vice President, Controtler and Assistant Tregasurer
{Principal Accounting Officer)

Director

Director

Director

Director

Director

192

Pursuant to the requirements of the Securities and Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the Registrant and in capacities and on the dates indicated.

Date

February 19, 2008

February 19, 2008

February 19, 2008

February 19, 2008

February 19, 2008

February 19, 2008

February 19, 2008

February 19, 2008
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s/ William G Mays

Wilkiam G. Mays

/sf 1. Timothy McGinley

J. Timothy McGinley

s/ Richard P. Rechier

Richard P. Rechter

/s/ R. Daniel Sadlier

R. Daniel Sadlier

fsf Richard W. ‘.ijmansﬁ

Richard W. Shymanski

/s/ Michael L. Smith

Michael L Smith

s/ Jean L. Wojtowicz

Jean L. Wojtowicz

Director

Director

Director

Director

Director

Director

Director
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February 19, 2008

February 19, 2008

February 19, 2008

February 19, 2008

February 19, 2008

February 19, 2008

February 19, 2008
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Exhibit 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

CHIEF EXECUTIVE OFFICER CERTIFICATION

[, Nie] C. Ellerbrook, certify that:

3.

4.

[ have reviewed this Annval Report on Form 10-K of Vectren Corporation;

Based on my knowledge, this repont does not contain any untrue statement of 2 material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information tncluded in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report;

The registrant’s other certifying officer and 1 are responsible for establishing and maintaining disclosure coatrols and
procedures (as defined in Exchange Act Rules i3a-15(¢) and 15d-15(e)) and internal control over financial reporting
{as defined in Exchange Act Rules 13a-15(f) and 154-15(f)) for the regisirant and have:

{a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 1o be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared:

(b) Designed such mternal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, 10 provide reasonable assurance regarding the rejiability of financial reporting
and the preparation of financial statements for exiernal purposes in accordance with penerally accepted
accounting principles;

(c) Evaluated the effectivencss of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered
by this report based on such evaluation; and

{d) Disclosed in this report any change in the regisirant’s internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter (the registram'’s fourth fiscal quarter in the case of an annuat report) that
has materially affecied, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

The registrant’s other ceriifying officer and 1 have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivalent functions):

{a} All significant deficiencies and material weaknesses in the design or operation of internzl control over financial
reporting which are reasonably likely 1o adversely affect the registrant's ability to record, process, summmarize and
report financial information; and

{b} Any fraud, whether or not material. tieat involves management or other empleyees who have a significant role in
the registrant’s internal control aver financial reporting.

Date: February 9, 2008

Is/ Niel C. EHerbrook
Niel C. Elierbrook
Chairman and Chief Executive Officer
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Exhibit 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

CHIEF FINANCIAL OFFICER CERTIFICATION
1, Jerome A. Benkert, Ir., certify that;

1. 1have reviewed this Annual Report on Form 13-K of Vectren Corporation:

2. Based on my knowledge, this report does nol comtain any untrue statement of a material fact or omit 1o state a material
fact necessary to make the statements made. in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements., and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and
for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsihle for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 153d-15(¢)) and intemal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-153(0)) for the registrant and have:

{aj Designed such disclosure controls and procedures, or caused such disclosure controls and procedures ta be
designed under our supervision, 1o ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known (0 us by others within those entities, particularly during the period
which this report is being prepared:

(b} Designed such internal control over financial reporting, or caused such internal control over financial reporting to
be designed under our supervision, to provide reasonable assurance regarding the reliability of financiat reporting
and the preparanon of financial statements for external purposes in accordance with generally accepted
accourding principles;

{c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the peniod covered
by this report based on such evaluation; and

{d} Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during
the registrant's most recent fiscal quarter {the registrant's fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer and 1 have disclosed, based on our most recent evaluation of internal control
over financial reporting, 1o the registrant’s auditors and the andit commitee of the registrant's board of directors {or
persons performing the equivalent functions):

(a} All significant deficiencies and material weaknesses in the desiga or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial infermation: and

{b} Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant’s intemal control over financial reporting.

Date: February 19, 2008

#s/ Jerome A. Benkert, Jr.
lerome A. Benken, Jr.
Executive Vice President and Chief Financial Officer
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Exhibit 32

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

CERTIFICATION
By signing below, each of the undersigned officers hercby certifies pursuant to 18 U.S.C. § 1350, as adopted
pursuant 1o Section 906 of the Sarbanes-Oxley Act of 2002, that, to his knowledge, (i) this Annual Report on Form
10-K tully complies with the requirements of Section 13{z) or 15(d} of the Securities Exchange Act of 1934 and (i)
the information contained in this repont fairly presents, in all material respects, the financial condition and results of

operations of Vectren Corporation.

Signed this 19th day of February, 2008.

fs/ Jerome A. Benkert, Jr.

/s/ Niel C. Ellerbrook

(Signature of Authorized Officer)

Jerome A. Benkert, Jr.

(Signature of Authorized Officer)

Niel C. Ellerbrook

(Typed Name)

Executive Vice President and Chief Financial Officer

(Typed Name)

Chairman and Chief Executive Officer

(Tide)

(Title)
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EXHIBIT C-3

FINANCIAL STATEMENTS

PUBLIC VERSION —- REDACTED
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’ﬂf% Vectren Source
72 VECTREN

Evansville, Indiana 47730-3037

May 9, 2008

To Whom it May Concem:

} hereby certify that the attached financial statements are true and correct to the best .
of my knowledge. These financial statements are unaudited and as such are 1
confidential,.  Vectren Retail, LLC is a 100% owned subsidiary of Vectren :
Corporation.

Sincerely,

ol .

Greg Collin
President

Attachment(s)
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EXHIBIT C4

FINANCIAL ARRANGEMENTS

PUBLIC VERSION - REDACTED
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AMENDED AND RESTATED
FINANCIAL SERVICES AND SECURITY AGREEMENT

This Amended and Restated Financial Services amd Sccurity Agreement (this
“Agreement”}, daled as of March | 2003, is made by and bebween

(hetews referred toas ™ ) and firms named herein (herein referred to as
‘m - Il)_
BACKGROUND
is the financing corporation for and ifs
is willing to continue to provide financial services to the on a
conselidated basis in order 1o achieve long-tenn benefits for the and their customers.
The are willing to provide with 2 security iterest in all of their
resi)muvc assets as an inducement for to conlinue o provide financial services to the

on a consolidated basis, including the willingpess of 1o provide financing
wpder the short-term borrowings to the .

Accordingly, the partics have determined to enter into this Agreement for the continued
provision of financial services by to the - and far the proper allocation of the
costs of providing such services.

l. Services. will provide, either directly or through arrangements wilh third

partics for the benefit of the . such financial services as to which md the

may from time to time agree, jacluding but not imited to those more fully described

below. will not provide such services to any entity other than the . Nor ghail

' undertake short~term or long-lerm borrowngs for any puipose other than providing
financial services to the ' , as described hercin.

- will provide short-term Joans (“ST Loans™) and has provided loag-term loans

(“L.T Loaps,” and colectively with ST Loans, the “Loans™) o the . The ST Loans

shall be evidenced by promissory notes issued by the .to . substantially in the

form attached as Exhibit A-1 where the loes not own ical property and substantially

in the form attached as Exhibit B-1 where the does own seal property (cach a “ST

Promissory Note™). The LT Loans shali be evidenced by promissory notes issued by

the 103] , Substantially in the form of Exhibit A-2 where the does.
not own real property and whsmnuaﬂymthe form attached as Exhibit B-2 where the

does own real properiy (cach a “LT Promissory Note.” and collectively with the ST

-Promissory Notes, the * _Promissory Notes”). To the extent that aay. .
' owas real property, payment of cach Pmm:moryﬂotelstobcsccumdby, N
" inter aliz,’a Real Estate Morigage and Security Agreemeat, substantially i the form altmllﬂdas L

a _Exmm:(:(mha“ym“;
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will pravide cash managememt services to the o maximeze use of the
cash resources. At the effective date of the Agreement, each £XCESS Of
deficient cash balance will be swept to and consolidated at each day with the cash
resaisrces of the other Excess cash batances of a  swept o will
be used first to reduce any ST Loans of the to and the balance will be used to
fcpay any amounts then due and payable under any LT Loans of the o . Any
amount remainiag will be invested with If excess funds of a are invested
with , the will earn a sate of inicrest each day equal to weighted
average bomowing cost foe that day or, if is a net investor, the invesiment income earned
on thase funds by . Upon the request of a . shall execute oae of more
promissocy notes in favor of the , each substantially in the form attached as Exhibit D
to the Agreament, as evidence of such investment.

2. Security_[nterest. As security for the payment and performance of all of the
obligations of each . under the Proraissory MNotes o which it is a party, cach
hereby assigns, pledges and grants to a continuing secunty inferest in the
Collateral (as hereinafler defined). . securily interest shall continually sxist with respect
to cach untit all obligations of such under ifs respeclive
Promissory Note have been paid in full. For the pucposes of this Agrecynent, “Collateral™ shall
mcan, with respect to each , all of the personal property, both now owned
and hereafler acquired, including, but not limited to (the following tcrms shall have the meanings
assigned to them by the Indiana Uniform Commercial Code as in cifect on the date hereol):
accaunts; as-exiracted collateral; chatiel paper; chattels real, deposit accounts; documents;
equipment; farm products; fixtores; gencral imtangibles; goods; instruments; inventocy;
investment property; letter-of-credit rights; and proceeds and products of all of the [oregoing. To
the extent that any owns real property, and in sccordance with the laws of the State of
Indiana, including, but not Limited to, Ind. Code §§ 8-i-5-1 and 26-1-9.1-311, the torm
“Collateral” shall also include all of the properly of that described in the Mostgage to
which it is a party and situated in any county in the State of Indians where the Mortgage is or
shalt be recorded in the manner provided for recording real estate mortgages.

3.  Fimancing Statements. The authotize to file financing
statements covering the Collateral and all pecsonal property of the and containing
such legends as shall deem necessary ar desirable to profect interest in the
Coltateral.

4 Costs. The agree to pay to their allocable share of the costs
incurred by in providing the services described in Paragraph 1, mdudmgbu!nmlnmwd
to bank service charges and refated debt facility fees. Transaction costs incurred by in
commection with the Loans will be allocated ameng the . duriag each calendar quarter
in propoition to the average principal amount of Loans that each has outstanding

during the quarter. Administrative costs, such as accounting fecs, will be aliocated among the

‘ n equal amounts. t‘nuctpalamimﬁetﬁ!onlheSTmemdmcLTLom
‘ slmllhchdledtothc ’ - separately pursuant to the promissory noics cxecuted porsuant
i loPgnagmphS

[}

A



5. Statements and Paymend. will prepare and deliver by email to the

quarierly statements of the costs incurred by and amounts payable fo

, gtving effect to all of the provisions of this Agreement. The will have the

net amounts shown on their respective statements settled by debt principal increases reconded in
the ICMS Cash Management System on the first of each maath for the prior month's activities.

6. Inspection.  Upon reasonable notice, will make available to each
for its inspection Yooks, records, bills, accaunts and any other documents
that describe or support the costs allocated to the under this Agreament.
7. QObligations Not Joint. The obligations of the to shail be
several and not joint. A . will not be respoasiblc fo any other or to
for any payment in excess of payments due by the 0 under this Agrocement or

a promissory note executed pursuant to Paragraph 3.

8. Notcs and Mortgages, The ST Loans under this Agreemecnt will be
evidenced by promissory notes substantially in the form attached herefo as Exhibit A-]1 and
Exhibit B-1. The LT Loans will be evidenced by promissory notes substaotiafly in
the form attached hereto as Exhibit A-2 and Exhibit B-2. To the extent that any owns
real property, that payment of the Loans will be secured by, inter alia, 2 Real Estate
Mortgage and Security Agreement, substantially in the form atiached hereto as Exhibit C. Loans
by the of excess cash balances 1 pursuant to the cash management program
described in Paragraph 1 will be evidenced by short-term promissory notes substantially in the

form of Exhibit I to this Agreement.

o, Exclusivity. This Agreement pminbzts and restricts a froam borrowing
from third parties or obtaining scmcm described o this Agreement from third pames, without
the prior wriflen approval by

10.  Effectiveness. This Agrecment shall be effective as of the date hereof

11.  Termination. A or may temminate its participation in this
Agreement by giving five (5) days prior wrilten notice of such termination to the other party.
Tewnination of this Agreement wiil not affect: (a) a obligations to under
any promissory noles issued pursuant to Paragraph §; (b) any party’s obligations with respect to
any amounts owing under Paragraphs 4 and 5; (c) the securily interest pranted by any

o under Paragraph 2, (d) any morigage given by any in favor of . under
Paragraph §, or (¢) obligations to the undecr any promissory note isswed
under Paragraph 8.

12, Modification. This Agreement may be amended or modificd only by a written
instrument signed by all parties at discretion.

13, Cownterpanis. This Agreement may be exccuted by the parties in onc or mwve

. counterparts, each of which shall be considered an original.

14 Goverping Law. This Agreement shall be governed by and counstrued in

-accordance with the laws of the State of Indiana.

18
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15. Amendment and Restatement of the Finsocial Services Asreement. The

and agree that, upon the execution and delivery of this Agreement by each
of the partics hercto, the terms and provisions of the Finaneial Secvices Agreement dated
by and among and the (the “Financial Services Agreesnenf”) shall
be and hereby are amended, superseded and restated in their colirety by the terms and provisions
of this Agreement. This Agrecment is not intended to and shali pot constitute a novation of the
Financial Services Agreement or the indebtedness created thercunder.

{signature pages immediately foflowing]
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IN WITNESS WHEREOF, the and have each caused this Agreement
to be signed on its behalf by its duly authonized officers.

ATTEST:
By: Cﬁé i e by fodad L. Lot
Prini Name & Title: Robert L. Goocher
A 4 (/h,' 6/13!?/?&/’" i Vice President and Treasucer

T/tuké,j ree

ATTEST:
By "“%/5-% 8y aded £ socte)
Pont Name & Title: Robert L. Goocher
Vice President, Treasurer
ATTEST:
By: <A/ Cprim BF&&Q— alzé)/{
Print Nane & Title: Randy L. Betk
President
ATTEST: - .
By: %/ - By: ‘_\})—ﬂmﬁ. 02 7’!'/‘)/,
Print Name & Title: Raudy [ Beck
President

oo




ATTEST:

By

Prink Name & Tude:

ATTEST:
By: By:
Print Name & Title: Carl L. Chapman
President
ATTEST:
By: By:
Print Name & Title: Car L. Chapman
President
ATTEST:
s - R 2/
By: g e By A
Print Name & Title: #Gregory F. Callins
elhic 3 /C{vntf President
J 7 #Che et
ATTEST:
By: By:
Print Name & Tatle: Carl L. Chapman
President
ATTEST:
By: _ By,
" Print Name & Title: ~ . © Carl L. Chapman

<p
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EXHIBIT C-5

FORECASTED FINANCIAL STATEMENTS

PUBLIC VERSION - REDACTED
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EXHIBIT C-6
CREDIT RATING

Vectren Source does not have its own credit rating. Therefore the credit rating of Vectren
Corp. is attached hereto accompanied by a letter of parental guaranty.

{€C25431:3)

0210



STANDARD

&POOR’S

Summary:

Vectren Corp.

Primary Credit Analyst:
Ralph A DeCesare, CFA, New York (1) 212-438-4682; 1alph_dacesare@standardandpoors.com

Table Of Contents

January §, 2008

Rationale

Qutlook

www standardandpeors.com/iatingsdirect

Standard & Poor's. All ights reserved. No feprint or dissemination without S&F2: permission. See Terms of
Use/Disclaimer gn the last paga.

0211


http://www.standardandpoors.com/ratingsdirect

|

|

Summary:

Vectren Corp.
Credit Rating: A /Stable/--

Rationale

The rating on electric and gas utility holding company Vectren Corp. reflects its excellent business risk profile
stemming from its favorable regulation, a high percentage of cash flows from its regulated businesses, and a stable
and diverse customer base. Weaknesses stem from more volatile earnings at its nonregulated business lines.

As of Sept. 30, 2007, the Evansville, Ind.-based company had about $1.7 billion of debt outstanding.

Vectren's regulatory rate design and cost recovery mechanisms are very strong. All theee of its gas operating regions
have decoupling mechanisms which protect gas margins that would be lost due to customer conservation, while its
Indiana territaries have weather normalization. Rate cases in its Southern Indiana gas region (annual revenue
increase of $7.7 million with a 10.15% ROE) and Southern Indiana clectric region ($60.8 million for 10.4%) were
completed in 2007. Rate cases for its Northern Indiana gas territery (revenue increase of $27,5 million expected by
the company with 10.2% ROE anticipated} and Ohio gas region ($27.3 million expected with 11.5% ROE
requested) should be completed sometime in 2008. Final rate judgments at or near the company's expected levels
will help support credir quality. Only 13% of Vectren's gas margin comes from industrial customers, with
two-thirds from residential customers. The culmination of these rate increases, along with improvements in rate
design and a largely residential service territory, allows for a stable and solid base of earnings ar Vectren.

We expect Vectren Urtility Holdings Inc. to provide at least 80% of Vectren's consolidated cash flows in the
foresceable future. The annual earnings contribution from electric and gas operations is split about 50/50. Vectren
Utility Holdings serves as the intermediate holding company for its three operating public utilities, Southern Indiana
Gas & Electric Co. (SIGECO), Indiana Gas Co., and Vectren Energy Delivery of Ohio (VEDO). SIGECO, Indiana
Gas, and VEDO have about 142,000 electric and 992,000 gas customers in southern and central Indiana and
west-central Ohio. Vectren is also the parent to Veciren Enterprises Corp. (Enterprises), the holding company for
Vectren's unregulated businesses. Vectren Capital Corp. (guaranteed by Vectren Corp.) is the financing arm for
Enterprises.

Vectren's nonregulated earnings consist of its energy marketing, energy infrastructure, and coal-mining businesses
and have earnings that can be more volatile than its utilities. The energy marketing business {Proliance Energy) uses
Vectren's mainly leased storage capacity of about 40 billion cubic feet (bef), and arbitrages price volatility stemming
from seasanal price spreads, cash versus NYMEX price spreads, and pricing differences from changing levels of
transportation and storage capacity. Currently favorable conditions for storage producers means that Vectren's
leasing costs can rise as its contracis expire, setting a higher break-even point for its operations. As its costs rise,
Vectren will be more dependent on gas market volatility to earn a favorable return on capital in this segment.
Energy Infrastructure includes Miller Pipeline, which has benefited from ather gas distribution companies spending
on pipeline integrity and bare steel pipe replacement programs. Coal mining provides Vectren with nearly all of its
needs for its coal-fired electric power plants, with additional coal sold inte the apen market. With the addition of
the Caktown mines, coal tons mined will nearly double, increasing Vectren's exposure to coal price volatility,

Standard & Poor’s RatingsDirect | Jaruary 8. 2008 2
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Summary: Vectren Corp.

althaugh prices should remain strong in the near term.

Vectren's financial risk profile is intermediate. We expect the company's funds from operations (FFO) interest
coverage to be around 3.8x in the next few years; it benefits from the company's low embedded cost of debs. This
level is appropriate for the current rating. Still, consolidated debt leverage is somewhat high at 59% expected in
2009 and, accordingly, FFO to debt shauld remain within 17%-19%, which is weak for the rating. The more
leveraged nonregulated businesses weaken the strong utility measares. |

Liquidity

Vectren's liquidity is considered adequate. Vectren manages cash on a centralized basis. The three utilities gnarantee
Vectren Utility Holdings' debt, and financing for Enterprises is done at Vectren Capital, Vectren guarantees Vectren
Capital's debr, but does not guarantee Vectren Utiliey Holdings' debt. Parent Vectren has no debt of its own.

Vectren had $780 million of short-term borrowing capacity through lines of credit and commercial paper programs,
including Vectren Utility Holdings' $515 million short-term credit facility {available until November 2010), and
Vectren Capital's $255 million facility (also available unti! November 2010}, As of Sept. 30, 2007, $167 million was
available for the utility group and $126 million was available for the nonutility group. ProLiance has its own $300
million line of credit, along with 2 $100 millicn seasonat line, with no guarantees from Vectren. Besides having
short-term debt and curtent maturities of $524.5 million, Vectren has negligible debt maturities coming due until
$250 million maruces in 2011.

The company estimates that total capital expenditures will be more than $400 million in 2008, up from §285
million in 2006, reflecting the acquisition of the Qaktown coal mines. Capital spending should return to the
mid-$300 million level in 2009, more in line with cash flows from operations that are also cxpecred in the mid$300
million area. Net cash flow to capex will be somewhat stretched ar an expected 56% in 2008, and should rise to
about 69% in 2009,

Vectren's access to capital markets and refinancing strategy is positive for credit quality. In February 2007, Vectren
sold 4.6 million common shares for total proceeds of about $126 million. At the same time, Vectren executed an
equity-forward sale agreement and so has not yet booked the proceeds from the sale on its balance sheet. Standard
& Poor's expects Vectren to settle the equity-forward by delivering shares (and booking the increased equiry)
around April 2008, although they have until February 2009 to sertle the forward. This action alone could lower
Vectren's debt to capiral ratio by about 350 basis points, all clse being equal.

Qutlook

The stable outlook on Vectren reflects weather normalization for a portion of its gas-distribution margins,
decoupling mechanisms that result in stable cash flow generation, and assumes continued adequate rate increases as
well as steady, but somewhar slow, customer growth for the utilities with no near-term significant debt maturitics.
We could raise the ratings if financial parameters significantly improve, which we do not expect in the near term.
With financial parameters that are somewhar weak for the rating, we could lower the racings should there be
unanticipated profit weakness, especially stemming from nonregulated operations, or the company expands
nonregulated business beyond what is contemplated.

1
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Global Credit Rasearch
Credit Opinion
14 MAR 2008

Credit Opinion: Vectren Ltility Holdings, Inc.

Vectren Utility Holdings, Inc.

Indlanapofis, Indfana, United States

Category Moody's Rating
Qutlook Stable
Bkd Sr Unsec Bank Credit Facility Baa1l
Senior Unsecurad Baa1
Bkd Commercial Paper pP-z
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Company Profile

An Indiana corporation, Vectren Utility Holdings, Inc. (VUHI) was formed in March 2000 to serve as the
intermediate holding company for Vectren Corporation’s (Vectren, unrated) cperating utility subsidiaries. These
subsidiaries include the Indiana Gas Company (IGC, Baa1, sr. uns.}, Southemn Indiana Gas & Eleciic Company
{SIGECQ, Baa, sr. uns, equivalent), and Vectren Enargy Delivery of Chig, (VEDO, unrated). VUH! aisc
possasses infarmation technology assets and other assets that service ils operaling subsidiaries. As a holding
rather than operating company, all of VUHI's short and fong-term debt isaued is guaranteed jointly and severally by
its three ulility subsidiaries.

VUHI's three uliliies are engaged in electric utility services (47% of 2007 EBIT) and/ or natural gas delivery
services (45% of 2007 EBIT}, and are also involved in the produclion and marketing of wholesale electric power. In
total, IGC, SiIGECQ, and VEDQ serve over one million customers in adjoining service territories covering nearty
two thirds of Indiana and sixteen counties in west central Ohio,

Recent Developments

In February 2008, IGC received appraval from the Indiana Utility Regulatory Commission (IURC) to raise its gas
rates by $27.5MM. The decision allows the operating subsidiary fo recover gas costs related to uncollecied
customer bills and unaccounted-for gas cosls, as well as other costs totaling $10.6MM through mechanisms other
than base rates. The rate case conclusion also aflows for a main replacement program to replace cast-iron and
bare steel pipeline across IGC's system.

On August 15, 2007, SIGECO received approval from the IURC regarding its alectric distribution business In
southwestem Indiana. The settlement agreement allows for an approximate $60_8MM electric rate increase fo
recover capital expenditures in eleciric utiity infrastructure and 10 support costs related to system growth,
maintenance, and reliability. On August 1, 2007, SIGECO also received approval from the IURC to increase rates
in its gas distribution business in southwastern Indiana. As a result of this second decision, the operating
subsidiary can increase rates by $7.7MM, and benefit from weather nommalization, a conservation and dacoupling
tariff, and tracking of gas cost expense related 1o bacd debts, and tracking of pipelina integrity.
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Rating Rationale

VUHI has maintained a stable credit rating of Baa1 since 2002, reflecting a sound credit profile that results from
the regulated nature of its utility assels. VUHI's business portiolic is diversified acioss the electric and natural gas
services, wilh electric utility services accounting for roughly 38% of 2007 total assets, and natural gas utility
services 56%. The holding company’s ratings alse benefit from a lower businass risk profile due o regulation.
VUJHI's ratings are restrained, however, largely by a weaker financial profile especially on Retumn on Eguity and

EBIT/Interest Coverage ratios than those of similarly rated peers, including Keyspan Corporation and Enbridge inc.

Moody's applies its published rating methodology for diversified natural gas transmission and distribution
companies in its assessment of VUHI, given its electric and gas eamings mix. The key rafing factors and their
weights in the methodology are: scate, 10%, quality of diversification, 20%, management strategy & financial
policy, 10%, and financial strength, 60%. While VUHI currently maps fo a Baa2 rating using this methodology for
the three fiscal years ending 2007, Moody's expects that the company's credit ratings should improve with recent
rate case approvals for its ulilifies.

I. Scale

VUHI maps 1o a Baa rating by the two faclors that Moody's considers in this category: Total Assels and Net
Income. VUHI's Total Assets have a book value of roughly $3.7 Bn, and consist almost wholly of assels in the gas
distribution and electric service segments (roughly 56% and 38%, respectively, with the remaining 8% being inter-
utility service assets). VUHI's assat base is small compared to the Baal peer average of over $10 Bn. With a net
income of $106.5MM in 2007, the halding company has sufficient financial flexibility 1o meet ils operating needs. In
companson lo its Baa1 peers, however, VUHI's Net Income is substantially smaller, coming in at a third of the
group average of $333MM.

|1, Quality of Diversification

In the quality of diversification category, Moody's considers the scale of a company’s unregulated exposure, and
the degree of a company's business fisk. In both of these factors, VUHI rates higher than its rating of Baal. The
holding company’s scale of diversification, as measured by percentage of operating incoms from unregulated
operations, rates in the AAA category. VUH!'s operating income is derived almost entirely from its three operating
subsidiaries, IGC, SIGECOQ, and VEDQ, which are aii publicly reguiated utility companies subject to the regulatory
commissions of Indiana and Ohic, Operating income from unregulated oparations is thus very small, giving rise to
tha AAA rating.

In rating VUHY's business risk factor, Moody's considers the relationship that the company has with its reguiators.
In this category VUHI rates in the Aa category. As evidenced by the positive August 2007 rate orders for SIGECO
and the positive February 2008 rate order for 1GC, there appear to be reasonable levels of support from the
Indiana Utility Regulatory Commission for the subsidiaries of the holding company. In bath cases, VUHI's
subsidiaries were able to obiain satisfactory annual revenue increases from the commission ($68.5MM for
SIGECO, and $27_.5MM for IGC) to sustain profitability consistent with its credit rating. A rate case has also been
filed for the third subsidiary in Ohio, VEDQ, and a rate order is expected later this year.

{li. Management Strategy & Financial Policy

VUHI falls in the Baa category under the management strategy factor. Management has a stated goal of achieving
and maintaining solid investment grade ratings for the company, and has demonstrated a commitment to financial
stralegies consistent with its current rating. VUHI's management has vlilized rale cases approprialely to maintain
financial performance metrics on par with its rating, and Is targeting steady plant growth for the medium term.
Management ultimately also has a track record of several years of being abte to maintain its credit metrics and
business profile.

With regard to #ts financial policy, VUHI has demonstrated a wiliingness fo issue equity alongside dabt, as
evidenced by its $130MM common equity forward deal entered into in February 2007. This will aliow the company
to access equity funding later this year fo retire short-term debt. Finally, the holding company also has guarantees
from its three operating utilities, SIGECO, IGC, and VEDOQ, for all of its funded debt issuances, its commercial
paper program, and credit-back-up facilities. These guarantees are full and unconditional, and joint and several.
Debt is issued at the VUH! level with the proceeds then issued to operating utiiities, via master promissory notes.

IV. Financial Strength

VUHI's financial strength metrics are generally in fine with those of its Baa-rated diversified gas peers. The holding
company's gas revenues and margins are protected from losses due to conservation, and its indiana residential
and commercial gas margins are weather protected. The recent positive conclusions fo VUHI's rate cases bolster
the company’s earnings to a small degree and further protect and stabilize VUHVs margins and retums going
forward.

The four key financial strength credit melrics are as follows:
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1. EB{T/interest Expense

VUHt's EBIT/Interest Expense measure falls right on the border between the Baa and Ba range, with a three year
average from 2005 to 2007 measuring 2.99 times. This is below the 3.81 average ratio of Baal peers, and also
just below tha 3.0 cut off for the Baa category. VUHI's Jow EBIT/Interest Expense ratio of 2.63 times in 2006
weighs the average for this metric down. Given the annual revenue increase awarded to the company in August
2007 and February 2008, this metric may improve for the holding company and move it into the range of a Baa
rating category.

2. Debt to Book Capitalization

Atthough this ratio has been increasing slightly over the past three years, VUHI's three-year 53.14% average debt
1o book capitalization is only slightly above the Baal paer group average of 51.39%. This ratio wilf change,
however, as in the future, long-term debt issuances for utility subsidiaries are expected to be execuied at the VUHI
level for its subsidiaries, as occurs now with short-term dabt.

3. Retained Cash Flow to Debt

VUH! falls within in the Baa rating category with an average retained cash flow to debi ratio from 2005 to 2007 of
14.74%, Here the 12.66% of 2006 weighs down on VUHI's average in this category. The holding company’s Baat
pears average 16.1%,

4. Return on Equity

The holding company has a modest three-year ROE average of 8.84%, which is more compalible with a Ba rated
company. VUHI's Baal peers have an average ROE of 10.78%. This ratio may improve going forward thaugh,
given the recent rate ¢case settlements awarding VUH!'s SIGECQO and IGC ROE ratios of over 10%.

Liquidity

VUHI has adequate liquidity for the near future. Gross Cash Flow for 2007 of $302MM cavered almost all of the
cash requirements for capital expenditure needs of $303MM. Dividends of $76.6MM were also paid-out over the
same time period. The balance of capital axpenditures and dividends was funded through an increase In shovt term
debt of $116MM. VUHI is expected to pay off its short term debt using proceeds from its equity drawdown tatar this
year. Capilal expenditures are expected to slightly increase in the next year before decreasing again below the
3300 MM level. A large portion of these expendilures are not maintenance related and therefore can be scaled
back significantly, if necessary.

VUHI also has an authorized commercial paper program of $600MM thal is backstopped by a syndicated 5515MM
five-year commitled bank facility (with an accordion feature allowing an increase to $575MM) agented by
JPMorgan Chase Bank, N.A.[bank holding company senior debl rated Aa3). This facility, which expires on
November 10, 2010, does not require representations and warranties for borrowings. Covenants include limitations
on lisns, limits on affiliate transactions, limits on sale of assets, and a 65% debt to capilalization limit. At
September 31, 2007, VUH! was within the stated covenants of the credit facility.

VUHI has rarely operated the program at full capacity and has a policy of aiways having committed bank lines that
cover the amount of commercial paper outstanding. Commercial paper is used approximately 75% for short-term
working capital purposes and 25% to bridge long-term debt or equity issues. Peak outstandings of 3412MM were
reached in 2007 backed by the JPMorgan Chase's $515MM five-year facility. Average commercial paper
ouistanding for the fiscal year 2007 was $264MM.

One of VUHI's subsidiaries, SIGECO, experienced some negativa effacis of the recent capital market turmoil with
regards to its $103MM of fax-exempt adjuslable rate long-term securilies (ARS). Some of these auction rate debt
pieces, whose interest rales are reset every seven days through an auction process, failed due lo insufficient
interest from investors following downgrades and negative watches on the credit rafings of monoline insurers
{monoline insurer Ambac Assurance Comporation insures SIGECO's ARS). As a result, SIGECO was required to
pay the maximum rates permitied for the securities, which ranged from 10 to 15% per annum. On a weekly basis,
this resullts in an interest expense increase of $200,000 over the average weekly interest expense incurred based
on rates experienced during 2007. The ulility has since provided notice 1o current holders that Its ARS will be
converied into a daily interest rate mode during March 2008 and will be subject to mandatory tender for purchase
on the conversion date at 100% of the principal amount plus accrued interest. Moody's will continue to monitor this
situation as the company may also replace SIGECO's outstanding debt with taxable debt from VUHI.

Rating Qutiook
Currently the outlock for the Baal rating for VUHI is stable.

What Could Change the Rating - Up
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Whiie unlikely at this time, any rating action for positive cutlook or upgrades would have to be triggered by marked
improvements in cradit metrics. In order to be considered for an upgrade, VUHI's EBiT/Interest expense would
have to rise above 4 times, Debt/Book Capitalization to fall below 45%, RCF/Debt 1o rise above 20%, or ROE io
increase ahuve 13%.

What Could Change the Rating - Down

Barring ary fundamental changes in business profile, VUJHF's rating could come under pressure if financial strength
ratios deteriorated. If EBIT/Interest expense were 1o fall betow 2 times, Debt/Book Capitalization o rise above
60%, RCF/Debi 1o fall balow 10%, or ROE fo decrease below 7%, VUHI ratings may come under negafive
pressure.

Riting Factors ™
Vectren Utility Heldings, Inc.

Fre
ting)

a) Net Profit After-Tax Befora Unusual ltems (US$MM) X

(8%)
b} Total Assets (USEB) (5%) X
Factor 2: Quality of Diversification (20% weighting)
a) Scale of Unregulated Expostire (10%)} X
b) Degree of Business Risk {10%) X
Factor 3: Management Strategy & Financial Policy (10%

weighting)
a) Management Strategy & Financial Policy {(10%) X
[Factor 4: Financial Strength (60% weighting)
|a) EBIT/interest Expense (15%) X
b) Debt to Book Capitalization (excluding goodwill} X

{15%)
¢) Retained Cash Flow/Debl (15%) X
d) Return on Equity (15%) X
Rating:
a) Methodology Mode! Implied Senior Unsecured Rating Baa2
b} Actual Senior Unsecured Equivalent Rating Baal

© Copyright 2008, Mooady's Investars Service, Inc. andlor ils licensors including Moody's Assurance Company, Inc.
{together, "MOODY'S"). All rights reserved.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE
COPIED OR DTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, GISSEMINATED,
REDISTRIBUTED QR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURFOSE, IN WHOLE OR IN PART, IN ANY
FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHGUT MODDY'S PRIOR WRITTEN CONSENT. Al
information contained harein is obtained hy MDODY'S from saurces beliewed by it to be accurate and relizble. Because of the
possibility of human or mechanical error as well as other factors, however, such information 15 provided "as 1™ without warranty
of any kind and MOQDY'S, in particular, Mmakes ne représentation or warranty, express or implied, as Lo the accuracy, timelingss,
completenass, merchantability or fitness for any particular purpose of any such information. Under no drcumstances shall
MOSDY'S have any liability to any persen or entity for {a) any Ipss or damage in whole or in part caused by, resuiting from, or
relating to, any error {neghiyent or otherwise} or other circumstance or ceontingency within or outside tha control of MOQDY'S or
any of its directors, officers, empioyees oF agents in connection with the procurement, collection, compilation, analysis,
interpretation, communication, publication or dalivery of any such inforemation, or (b} any direct, mdirect, special, consequentiat,
compensatary oF incidental damages whatsoever {including wahout fimitation, lost profits), aven if MOGOY'S is advised in
advance of the possibility of such damages, resuiting from the use of or inability to use, any such information. The credit ratings
and financial reporting analysis abservations, if any, consiituting part of the information contained herein are, and must be
canstiued solely as, statemenks of opinion and rot statements of fack or recommendations to purchase, sell or hold any
securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FETNESS FOR ANY PARTICULAR PURPQSE OF ANY SUCH RATEING OR OTHER QPINION OR INFORMATION IS GIVEN OR MADE BY
MOQDY'S [N ANY FORM CGR MANNER WHATSOEVER, Each rating or othar opinion must be weighed salely as ene facior in any
investment deasion made by or on behalf of any sser of the information contaimed heren, and gech such user rmust sccordingly
make its own study and evaluation of pach security and of each issuer and guarantor of, ang each provider of credit suppert for,
each security that it may consider purchasing, holding or selling.
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MOODY'S hereby disclases that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and

comemercizl paper) and oroferred stock rated by MOODY'S have, priar to assignmaeant of any rating, sgreed to pay to MQDDY'S for
Jpnraisql and rating sarvices randered by It fees ranging from $1 500 to approximately 42 400 Q00. Moady's Corporation {MCQ}
and its wholly-owned credit rafing 2gency subsidiary, Moody's Investars Service (MIS), also maintain palicies and procedures to
address the independence of MIS's ratings and rating processes. Information regarding certain affiliations that may exist
between directors of MCQ aad ratgdd entitizs, and between entities who hold ratings from MIS and have alse publicly reported to
the SEC a0 ownership interest in MCO of more than 5%, is pastad annually sn Moody's wehsite ot www . moodys.corm under the
heaging 'Shareholder Reiafions - Corporate Governanee  Director and Shareholder Affillation Policy.”
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CERTIFICATION OF
PARENTAL GUARANTY

The undersigned duly authorized officer of Vectren Corporation does
hereby represent, affirm, and certify that Vectren Corporation fully supports the entry into the
dercgulated Ohio natural gas market of Vectren Retail, LLC, a wholly owned subsidiary,
and that Vectren Corporation hereby commits to the Public Utilities Commission of Ohio that it
will assure that Vectren Retail, LLC has sufficient capital and access to lines of credit to cover
all operating costs of Vectren Retail, LLC in the State of Ohio, as well as all working capital
needs of Vectren Retail, LLC. This certification of parental guaranty is made with the
expectation that Vectren Retail, LLC’s cash flow from its Ohio operations may be
negative for some period of time during the start up period, and with the
understanding that the Public Utilities Commission of Ohio will rely materially on this
certification of parental guaranty in evaluating the creditworthiness of Vectren Retail, LLC in the

marketer certification process.

Vectren Corporation

By: fdebet £. Hsoitars

Name: Robert L. Goocher

Title: Vice President and Treasurer

Date: WZ 2008
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CREDIT REPORT
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Decde with Confide nce

To save report(s) to your PC, ciick nere for instruchons,

Comprehensive Report

Print this Report

Copyright 2008 Dun & Bradstreet - Provided under contract for the exclusive use of subscriber 0090045331

ATTN: credit & collections

Overview

BUSINESY SUMMARY

VECTREN RETAIL, LLC
(SUBSIDIARY OF VECTREN CORPORATION,
EVANSVILLE, IN)
1 Vectren Sq F1 3
Evansville, IN 47708

D&B D-U-N-§ Number: 06-797-0926

This is a single {subsidiary) location.

Web slte: www _vectran.com
Telephone: 812 491-4000
Manager: GREG COLLINS, MEMBER

Year started: 2c01

Employs: 25

History: CLEAR

Financing: SECURED

$IC; 4932

Line of Gas and other services
business: combined

Report Printed: MAY 20 2008

Now Included with this Report

Industry Economic Outinoi
| A forward look at the U.S. ecoromy within this
specific industry

Natural Gas trend:

View Report Now

D&B's Credit Limit Recommendation
How much credit should you extend?

Laarr More View Now

Payment Trends Profile
Payment trends and industry benchmarks

Jump to Payment Trends

Credit Score Class: 3
Moderate risk of severe payment delinquency over next

12 months
High Moderaie Low
- . Iﬂ
$ L 3 2 1

Financial Stress Class; 1
Low risk of severe financial stress over the next 12

months
High Moderate Low
C ﬁi
§ 4 3 2 1

12-Month D&B PAYDEX®: 68

When weighted by dollar amount, payments to suppliers
average 17 days beyond terms.

4 v 1w
I woc-bo-ut) T
120 days How 30 s Siowe Miomed  Anticipates
D&B Rating: iR3
Number of employees: 1R is 10 or more
employees.
Composite credit 3is fair.
appraisal:

S
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EXECUTIVE SUMMAIY

The Financial Stress Class of 1 for this company shows that firms with this classification had a failure rate of
1.2% (120 per 10,000), which is lower than the average of businesses in D&8's database

The Credit Score class of 3 for this company shows that 14.3% of firms with this classification paid one or more
bills severely delinquent, which Is lower than the average of businesses in D&B's database.

Predictive Scores This Business Comments f
Financial Stress Class 1 Failure Rate fower than the average of :
businesses in D&B8's database '
Financial Stress Score 1395 Highest Risk: 1,001; Lowest Risk: 1,875 H
Credit Score Class 3 Probability of Severely Delinquent Payment ‘
is lower than the average of businesses in
D&B's database. :
Credit Score 496 Highest Risk: 101; Lowest Risk: 670

Other Key Indicators

PAYDEX Scores 17 days beyond terms Pays more slowly than the average for its
. industey of 3 davs heyond terms -
Industry Median 3 days beyond terms *
Present management contrgl 7 years
UYCC Filings UCC filing(s) are reported for this business
Public Filings No record of open Suit(s), Lien{s}, or Judgment{s) In the D&B database
Financing Is secured
History 15 clear

CREDIT CAPACLIYY SUMMARY

D&B Rating: 183 ]
Number of employees: 1R indicates 10 or more employees. B
Composite credit appraisal: 3 is fair.

The 1R ang 2R ratings categories reflect company size based on the total number of employees for the business.
They are assigned te business files that do not contain a current financial statement. In 1R and 2R Ratings, the 2,
3, or 4 creditworthiness indicator is based on analysis by D&B of public filings, trade payments, business age and
other important factors. 2 is the highest Composite Credil Appraisal a company not supplying D&B with current
financial Information can receive, For more information, see the D&B Rating Key.

# of Employees Total: 25 Payment Activity:
(based on € experiences)
Average High Credit: $8,837
Highest Credit: $35,000
Total Highest Credit; $36,350
Jump to:
Overview | Payments b 2ubac fiings | tastory & Operatons | Banking & Finance

Scores '’ P orve

FIRANLIAL STRESS SuMMER"

The Financial Stress Summary Model predicts the likefihood of a firm ceasing business without paying all creditors
in full, or rearganization ot obtaining retief from creditors under state/federal law over the next 12 months. Scores
were calculated using a statistically valid model derived from D&B's extensive data files.
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High Woderate Low

Financial Stress Class: 1 C {
5 4 3 2 1
Low risk of sevare financial stress, such as & bankruptey, aver the next 12 months.

Incidence of Financial Stress N

Ameng Businesses with this Ciass: 1.20% {120 per 10,000)
Average of Businesses in D&B's Database: 2.60% (260 per 10,000)

Financial Stress National Percentite: ©{) (Highest Risk: 1; Lowest Risk: 100)

Financial Stress Score: 1395 (Highest Risk: 1,001; Lowest Risk: 1,875)
The Financial Stress Score of this business is based on the faliowing factors:

# No record of open suit(s), lien{s), or judgment(s) in the D&B files.
* 50% of trade dollars indicate slow payment(s} are present.
e Control age or date entered in D&B files indicates higher risk.

Notes:

rromaly Su e gL

« The Financial Stress Class indicates that this firm shares some of the same husiness and financial
characteristics of other companies with this classification. It does not mean the firm will necessarity
experience financial stress.

» The Incidence of Financial Stress shows the percentage of firms in a given Class that discantinued oparations
with loss to creditors. The Average Incidence of Financial Stress is based on businessas in DEB's database
and is provided for comparative purposes.

# The Financial Stress National Percentile reflects the relative ranking of a company among all scorable
companies in D&B's file.

a The Financial Stress Score affers a mare precise measura of the levet of risk than the Class and Percentile. It
is especially helpful to customers using a scorecard approach to determining overall business performance.

» All Financial Stress Class, Percentile, Score and Incidence statistics are based on sample data from 2004,

Financial Stress Norms Caomparison %)
208 - Norms Natlenal %

T This Business &0

Region:
EAST NORTH CENTRAL

- Industry: 49
INFRASTRUCTURE
Employee Range: 80
2099
Years in Business:

i 6-10 7

Thiz Business Region Industry Emplwee Yearsin
Business

49

Percentile (%)
Bgse2gzis
l

A

A

[re
=
i

n:u =EAST NORTH CENTRAL
Industyy = INFRASTRUCTURE
Employes Range =20-99

Years in Business=08-10

This business has a Financial Stress Percentile that shows:

Lower risk than other companies in the same region.

Lower risk than other companies in the same industry.

Higher risk than other companies in the same employee size range.

tower risk than other companies with a comparable number of years in business.

CRECEIT SCORE JLASS SUMMARY

02



The Credit Score Class predicts the likelihood of a firm paying in 2 severely delinquent manner (90+ Days Past
Terms) over the next twelve months. It was calculated using statistically valid models and the most recent payment
information in D&B's files.

High Moderate Law
LCredit Score Class: 3 | — -
H 4 3 2 i

Moderate risk of severe payment delinquency over next 12 months.

Incidence of Delinquent Payment

Ameng Companles with this Class: 14.30%
Average Compared to Businesses in D&B's Database: 20.10%

Credit Score Percentile: ©9 (Highest Risk: 1; Lowest Risk: 100)

Credit Score: 496 (Highest Risk: 101; Lowest Risk: 670)

The Credit Score of this business is based on the foliowing factors:

e 50% of trade dollars indicate slow payment{s) are present.
&« No record af open suit({s}, ken(s), or judgment(s) In the D&B files.
Notes:;

¢ The Credit Score Class indicates that this firm shares some of the same business and payment
characteristics of other companies with this classification. It does not mean the firm will necessarily
experience delinquency.

# The Incidence of Delinquent Payment is the percentage of companies with this classification that were
reparted 90 days past due or more by creditors. The calculation of this value is based on an inquiry weighted
sample,

e The Percentile ranks this firm relativa to other businesses.For example, a firm in the 80th percentile has a
lower risk of paying in a severely delinquent manner than 799 of all scorable companies in D&B's files.

® The Credit Score offers a mare precise measure of the leve! of risk than the Class and Percentiie. It Is
especlally heipful to customers using a scorecard approach to determining overall business performance.

& All Credit Class, Percentile, Score and Incidence statistics are based on sample data from 2004.

Credit Score Norms Comparison (%)
Norms National %

100

a0 - This Business 65
- 80
a—e— 0 - Reginn: 50
2 EAST NORTH CENTRAL
= B0
§ 50 - Industry: 43
I INFRASTRUCTURE
a 48 T

- Employee Range:
30
20-99 63
2
- Years in Business:
10 6-10 54
n —d
This Gusiness Region Tadustry Emplnﬁ Yearsin
Business

on=EAST NORTH CENTRAL
us try = INFRASTRUC TURE

Empleyer Range = 28-99
Yaars in Business=6-10

This business has a Credit Score Percentile that shows:

LI I K

tower risk than other companies in the same regicn.

Lower risk than other companies in the same industry.

Similar risk compared te other companies in the same empioyee size range.
Lower risk than other companies with 8 comparable number of years in business.

i
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Jump to:

Overviaw | Scores | PudacFhings | =isiory & Operations | Banking % Finance

Payments {7 Bfosvr

PAYMENT TRENDS

Total Payment Experiences in D&8's 6 Current PAYDEX is: 68  equal to 17 days
File: beyond terms
Payments Within Terms: 91% Industry Median is: 78 equal to 3 days
[not doliar weighted) beyond terms
Payment Trend unchanged,
Total Placed For Collection: 0 currently is: “ compared to
paymernts three
Average Highest Credit: $8,837 months ago
oo Indications of slowness can be the result of dispute over
Largest High Credit: $35,000 merchangisse, sidpped involtes, £12. ACCOUNTS are sometimes
placed for collection even though the existence or amount of
Highest Now Owing: $10,000 the debt is disputed.
Highest Past Due: $0
PAYDEX Scores

Shows the DBB PAYDEX scores as calculated on the most recent 3 months and 12 months of payment experiences.

The D&S PAYDEX is a unigue, dollar weightad indicator of payment performance based on up to payment

experiences as reported to D&B by trade references. A detailed explanation of how to read and interpret PAYDEX
scores can be found at the end of this report.

12-Month D&8 PAYDEX: 68

When weighted by doilar amount, payrnents to
suppliers average 17 days beyond terms.

0 3 0
g - |
12V days slow 30 days siow frampt  Anbaipaces

Based on payments collected over last 12 months.

PAYDEX Yearly Trend

12 Month PAYDEX Scores Comparison to Industry

G/07 7/07 8/07 9/07 10/07 11/07 12707 1/08 2/08 3/08 4/08 5/08
This Business 68 68 68 &8 GB 68 68 68 68 68 68 68
Industry Quartiles

Upper 80 80 80 80
Median 78 78 78 78
Lower 71 20 65 70

Shows the trend in D&B PAYDEX scaring over the past 12 months,
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PAYDEX

| | H 1 I 1 i i I i 1 1

Jun-  Jul-  Aug- Sep- Oct- Mow- Dec- Jan- Feb- Mar- Apr-  May-
o7 Q7 o7 '0r ‘07 a7 a7 ‘08 08 '08 ‘e 08

Last 12 Months
Based gn payments collected over the last 12 months,

- Current PAYDEX for this Business is 68, or equal te 17 days beyomd terms
- The 12-month high is €8, or equal to 17 days beyond terms
- The 12-month low is 68, or equal to 17 days beyond terms

PAYDEX Comparison to Industry

Shows PAYDEX scores of this Business compared to the Primary Industry from each of the last four guarters. The
Primary Industry is Gas and other services combined, based on SIC code 4932,

Quarterty PAYDEX Scores Comparison to Industry

Previgus Year Current Year

6/06 9/06 11706 3707 &/07 9/07 12707 3/08
This Business 66 66 67 68 This Business 68 68 68 €8
Industry Quartiles Industry Quartiles
Upper 80 80 80 80 Upper 80 80 80 80
Median 78 78 78 78 Madian 78 78 78 78
Lower 70 71 71 71 Lower 71 70 69 70

80 80 80 80
73 78 72 78
63;?1 68;70 ND:QQ BBE:?O

PAYDEX _

1 | 1 1
Q2 2007 Q3 2007 Q4 2007 Q1 2008

Last 12 Months
Based on payments collected over the last 4 guarters.

Score Comparison Key: > This Bysiness A Industry upper guartile
M Industry median
¥ Industry fower quartile
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- Current PAYDEX for this Business is 68, or equal to 17 days bevond terms
- The present industry median score is 78, or equal to 3 days beyond terms.

UL T |

- Industry upper quartile represents the performance of the payers In the 75th percentile
- Industry lower quartile represents the performance of the payers in the 25th percentile

Payment Habits

For all payment experiences within a given amount of credit extended, shows the percent that this Business paid

within terms. Provides number of experiences used t¢ caltulate the percentage, and the total dofar vahue of the
cradit extended. .

# Payment $ Total

% Credit Extended % of Payments Within Terms Experiences Deollar Amount
Over 100,000 0% 1] $0
50,000-100,000 D% 0 $0
15,000-49,999 1 $35,000
5,000-24,999 0% ' 0 $0 .
1,000-4,599 0% 1] $0 i
Under 1,000 3 4350 5

i Tk ]
0% 0% 100%

Based on payments collected over the last 12 months.

Payment experiences reflect how bills are met in relation to the terms granted. In some instances, payment
beyond terms can be the result of disputes over merchandise, skipped Invoices, ete.

PAYIMENT SUMMARY

The Payment Summary section reflects payment information in DBB's file as of the date of this report.

There are 6 payment experignces in D&E's file for the most recent 12 months, with 3 experiences reported during
the last three month period.

Below is an overview of the company's dollar-weighted payments, segmented by its suppliers’ primary industries:

Total Total Dollar Largest High Within Days Slow
Rcv'd Amts Cradit Terms <31 31-50 61-90 50>
(#) (%) (%) {%) (%}

Top industries:
Executive office 2 100 50 100 0 0 0 0 )
Whol office supplies 1 35,000 35,000 50 5 o 0 0 ¥
Nonclassified 1 250 250 100 0 0 0 0 {
Radiotelephone commun 1 G 0 0 ] 0 Q a
Other payment categaries:
Cash experiences 4] 0 0
Payment record unknawn 1 1,000 1,000
Unfavorabie comments g Q o
Placed for collections:
With D&B 0 1] G
Cther a N/A 0
Total In D&B's file [ 35,000

The highest Now Owes on file is $10,000 The highest Past Due on file is $0
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“Accounts are sometimes placed for collection even though the existence or amount of the debt is disputed.
Indications of slowness can be result of dispute over merchandise, skipped invoices, etc.

PAYMENT DEVAILS

Detailed payment history

Date Reported Paying Record High Credit Now Owes Past Due Selling Terms  Last Sale

{(mm/yy) (%) ($) {$) Within
(months)
p4/08 {001y 50 6-12 mos
Satisfactory.
(002) 50 6-12 mos
Satisfactory.
02/08 (003) 1,000 ] g 2-3 mos
11707 Ppt 0 0 0 6-12 mos
0%/07 Ppt 250 0 0 6-12 mos
04/06G Ppt-Slow 30 35,000 106,000 0 N15S imo

Each experience shown is from a separate supplier. Updated trade experiences replace those previousty reported.

Jump to:

Qverview i Scores

Public Filings

PUBLIC FILINGS

i Paymanis | mistory & Operatians | Banking B Finance

The foltowing data includes both open and closed filings found in D&B's database on the subject company.

Recaord Type

Bankruptcy Proceedings
Judgments

Liens

Suits

ucc's

# of Records Maost Recent Filing Date

WoOoOoOoo

11/26/2007

The following Public Filing data is for information purposes only and is not the official record. Certified copies can
only be obtained from the official source.

UCC FILINGS

Collateral:
Type:

Sec. patty:
Debtor;

Filing number:
Fited with:

Date filed:

Latest Info Received:
Origina! UCC filed date:
Original filing no.;

Type:

Sec party:
Debtor:

Filing number:
Filed with:

Date filed:
Latest Info Received:

All Accounts receivable

Amendment

VECTREN CAPITAL, CORP., EVANSVILLE, IN

VECTREN RETAIL, LLC

0600005605903

SECRETARY OF STATE/UCC DIVISION, INDIANAPOLIS, IN

66/12/2006
06/21/2006
07/03/2003
0300006246932

Amendment

VECTREN CAPITAL, CORP., EVANSVILLE, IN

VECTREN RETAIL, LLC

0600006626280 .
SECRETARY OF STATE/UCC DIVISION, INDIANAPOLIS, IN

07712/2006
07/18/2006
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* Original UCC filed date: 07/03/2003

Original filing no.: 0300006246932

Coliateral: Account(s) and proceeds - Chaltei paper and praceeds - General intangibles(s)
and proceeds

Type: Qriginal

sec. party: NATIONAL FUEL GAS DISTRIBUTION CORPORATION, WILLIAMSVILLE, NY

Debtor: VECTREN RETAIL, LLC

Filing number: 0700010957984

Filed with: SECRETARY OF STATE/UCT DIVISION, INDIAMAPOLIS, IN

Date filed: 11/26/2007

Latest Info Received: 12/117/2007

The public record iterns contained in this report may have been paid, terminated, vacated or released prior to the

date this report was printed.

-Jump to:

Overview ] Scores { Payments | Pub.ic Filings i Barking & Finance

History & Operations

HISTORY

The following information was reported 11/29/2007:
Officer(s): GREG COLLINS, MEMBER

DIRECTOR(S): THE OFFICER{S}

This is a Limited Liability Company in Indiana since 07/27/01.
Ownership infarmation provided verbally by Sources on Feb 28 2006.
Business started 2001 by Greqg Colfins,

GREG COLLINS. Antecedents are undetermined.

CORPORATE FAMILY

For more details gn the Corporate Family, use D&B's Global Family Linkage product.

Buy Selected Repori(s) I

Parent:
Select business below to buy a Compretensive Report.
[ WVectren Carporation Evansvitie, I DUNS # i3-550-4913

Affiliates (US):(Affiliated companies share the same parent company as this business. )
Select businesses below to buy Comprehensive Report(s).

[ Energy Realty Inc Indianapclis, IN DUNS # 78-816-5181
{~ Energy Systems Group, Inc. Newburgh, IN DUNS # 86-946-4123
{© Indiana Southem Properties Inc Evansville, IN DUNS # 15-520-2484
[T Miller Pipeline Corperation Indianapolis, IN DUNS # 00-28B7-9294
[T Vectren Capital Inc Evansville, IN DUNS # 05-454-2415
{” Vectren Communications Services, Inc.  Evansville, [N DUNS # 05-454-3223
[ Vectren Energy Delivery of Ohia Inc Dayton, OH DUNS # 00-4856-6344
™ Vectren Environmental Services, Inc Evansville, IN DUNS # 05-453-1655
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[T Vectren Resources LLC Evansville, IN DUNS # 94-189-3448

[ wectren Retail, LLC Evansville, I DUNS # 05-454-1318

™ vectren Utllity Holdings, Inc, Evansvitle, IN DUNS # 14-450-8457
Buy Selected Report(s) 1

OFPERATIONS

11/29/2007

Description: Subsidiary of VECTREN CORPGRATION, EVANSVILLE, IN which operates as retailer of gas in
dereguiated markets.

Provides gas and other services combined{ 100%).
Terms are undetermined. Sells to general public. Territory : Local.
Nonseasonal.

Employees: 25 which includes partners.

Facilities: Owns premises in a twe story brick building.

Location: Central business section on main street.

SIC & MNAICS
-3 Lo NAICS:
Based on information in our file, D&B has 221210 Natural Gas Distribution

assigned this company an extended B-gigit SIC.
D&B's use of 8-digit SICs enabies us to be more
specific to a company's operations than if we
use the standard 4-digit code,

The 4-digit SIC numbers link to the description
on the Occupational Safety & Health
Administration (OSHA) Web site. Links open in a
new browser window.

49320000 Gas and other services
cambined
Jump to;
Qverview | Scores ] Payments i Public Filings | Histery & Operations

Banking & Finance

REY SBUSINESS RATIOS

D&B has been unable to obtain sufficient Rnancial informatien fram this company to calculate business ratios. Cur
check of additionai outside sources also found no infermation available on its financial performance.

To help you in this instance, ratios for other firms in the same industry are provided below to support your analysls
of this business.

Based on this number of establishments: 35

Industry Norms based on 35 establishments

This Business Industry Median  Industry Quartile
Profitability
Return on Sales UN 7.4 UN
_ Return on Net Worth UN s.2 UN

5 oy )
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* Short-Term Solvency

Current Ratio

Quick Ratio

Efficiency

Assets Sales

Sales / Net Warking Capital
Utilization

Total Liabs / Net Worth

UN = Unavailable

FIMANCE

11/29/2007

On November 29, 2007, attempts to contact the management of this business have been unsuccessful. Outside
sources confirmed operation and locatien.

CUSYOMER SERVICE

If you have questions about this report, please call our Customer Resource Center at 1.800.234.3867 from

UN
LN

UN
UN

UN

2.4
1.3

263.8
4.3

78.6

anywhere within the U.S. If you are outside the U.S. contact your lacal DB office,

Additionat D&B products, menitoring services and specialized investigations are available to help you evaluate this
company or its industry. Call Dun & Bradstreet's Customer Resource Center at 1,800,234.3867 from anywherg
within the U.5. or visit our website at www.dnb.com.

Copyright 2008 Dun & Bradstreet - Pravided under contract for the exdusive use of subscriber 009004583L

**¥ Additienal Decision Support Available ¥+

UN
UN

UN
LN

UN

-

L
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EXHIBIT C-8

BANKRUPTCY INFORMATION

Not Applicable.

(C25431:3}
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EXHIBIT C-9

MERGER INFORMATION

Not Applicable.

[C25431:3)
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EXHIBIT D-1

OPERATIONS
Vectren Source enjoys an internal staff of commeodity specialists who perform daily
tactical services to support its retail activities. These upstream and city gate services

include procurement, transportation, nominations, scheduling, delivery, and risk
management.

{C25431:3}
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EXHIBIT D-2

OPERATIONS EXPERTISE

Vectren Source serves approximately 156,000 residential and small commercial
customers in eight local distribution company service territories in four states. In
addition to staff referred to in Exhibit D-1 whose focus is on commodity-related
operational issues, Vectren Source has a full complement of internal staff dedicated to
matter germane (o customer service.

{C25431:3}
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EXHIBIT D-3

KEY TECHNICAL PERSONNEL

Lawrence K. Friedeman, Senior Regulatory Counsel

Email Address: friedeman@vectren.com
Telephone Number: 812-491-4282

Mr. Friedeman attended the University of Pittsburgh where he was awarded a Bachelor of
Arts degree, graduating summa cum laude, as well as his Juris Doctorate degree. Mr.
Friedeman spent many years with a Northwest Ohio manufacturer, achieving the position
of President & CEO. Immediately prior to his association with Vectren Source, Mr.
Friedeman was the Regulatory Liaison for Columbia Energy Services Corporation, where
he represented Columbia Energy Services before the Regulatory Commissions of Ohio,
Michigan, Pennsylvania, New Jersey, Virginia, Maryland, and Georgia in regard to the
retail energy endeavors of Columbia Energy Services.

Tamara R. Wilson, CPA ,
Vice President, Finance and Commodity Operations

Email Address: trwilson{@vectren.com
Telephone Number: (812) 491-4284

Ms. Wilson manages the financial and commodity operations departments. The
Commodity Department is responsible for ensuring the daily delivery of natural gas to
Vectren Retail’s customers, daily supply planning, optimizing sales and purchases of
naturat gas for delivery as well as the optimization of commodity assets. In addition, she
also is responsible for long-term supply planning and risk hedging strategies for the
organization.

In regard to Ms. Wilson’s oversight of the Finance Department, she is responsible for the
financial and accounting related aspects of the organization including financial reporting,
budgeting, internal controls, and risk reporting. In addition, she is responsible for the
financial evaluation of entry into new retail gas markets and potential acquisition
opportunities, long-term forecasting, and creation and maintenance of product pricing
models.

Ms. Wilson has 15 years of experience in finance and accounting and is a Certified Public
Accountant. Her previous work experience includes positions in the retail commodity,

telecommunications, and manufacturing industries.

Ms. Wilson graduated from the University of Evansville, cum laude, with a BS in
Accounting.

(C25431:3}
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Brian R. Stout, Gas Scheduling Representative, Commodity Operations

Email address - bstout(@vectren.com
Telephone Number: 812-491-4219

Mr. Stout has 15 years of experience in the natural gas marketing and pipeline industry.
Mr. Stout has held positions in Gas Control / Gas Scheduling, and has industry
experience in Marketing, Gathering & Processing, and Transportation & Storage. Mr,
Stout has experience in load forecasting as well as a strong understanding of gas
operations. Mr. Stout started his career at Mississippi River Transmission in St. Louis,
MO, where he was responsible for monitoring pipeline integrity. Mr. Stout later went on
to work for ONEOK, Inc. in Tulsa, OK, where he was responsible for pipeline integrity,
imbalance management, and transportation billing.

Currently, Mr. Stout holds the position of Gas Scheduling Representative with Vectren
Source where he is responsible for scheduling interstate natural gas pipelines, market
assessment, and commodity procurement.

Thomas L. Melton, Gas Scheduling Representative, Commodity Operations

Email address: tmelton@vectren.com
Telephone Number: 812-491-5183

Mr. Melton has 5 years of experience in the natural gas marketing and pipeline industry.
Mr. Melton began his career with Southern Star Central Gas Pipeline, Inc. where he held
positions in Operations Management and Business Development/Marketing. While
working for Southern Star, Mr. Melton was Project Manager of long-term customer
supply planning and company wide strategic planning. In addition, Mr. Mclion was
responsible for managing new supply interconnect projects as well as pipeline expansion
opportunities. After leaving the regulated pipeline industry, Mr. Melton joined Atmos
Energy Marketing as Regional Manager of Marketing in Kansas and Oklahoma. This
role included the responsibilities of managing customer supply needs and marketing to
new and existing customer bases.

Currently, Mr. Melton holds the position of Gas Scheduling Representative with Vectren
Source where he is responsible for scheduling interstate natural gas pipelines, market
assessment, and commodity procurement.

Mr. Metton graduated, magna cum laude, from Kentucky Wesleyan College with a B.S.

in Business Administration and Psychology. Mr. Melton received his MBA from the
Murray State University School of Business.

{C25431:3}



Ryan Scherer, Manager, Gas Operation

Email address: rdscherer{@vectren.com
Telephone Number: 812-491-4478

Mr. Scherer has 6 years of experience in the natural gas marketing and pipeline indusiry,
with 4 of those years focused on the Natural Gas Choice Markets. Mr. Scherer has held
position as a Gas Supply Analyst on both the Utility side of the business and the Energy
Choice side. He focused on analyzing in supply planning, pipeline optimization, and
storage planning for the given markets. He was also responsible for following market
trends, and studying future developments in the natural gas markets. Finally, Mr. Scherer
was responsible for working with Gas Control and demand forecasting to make sure all
deliveries were operationally possible, along with focusing on the economics.

Currently, Mr. Scherer holds the position of Manager, Gas Operations with Vectren
Source where he is responsible for overseeing the scheduling of pipelines, market
assessment, and commodity procurement, and storage planning for all of Vectren
Source’s Choice markets.

Jennifer L. Rankins, Commodity Analyst

Email address: jrankins@vectren.com
Telephone Number:  (812) 491-4294

Ms. Rankins was formerly employed at Signature Energy Management, LLC (SEM) as
Industrial Management Specialist. Ms. Rankins’ employment responsibilities included
reconciliation of customers’ Natural Gas, Propane, and Electricity invoices, compilation,
maintenance, and analysis of pertinent historical data for both Natural Gas and
Electricity. Ms. Rankins also maintained customer contracts and created monthly reports
that detailed and reconciled consumption, costs, billing variances, and savings. Ms.
Rankins currently holds the position of Commeodity Analyst where she is responsible for
the maintenance of monthly future supply planning fo track commodity, storage, and
capacity. Ms. Rankins also assists with the purchases of gas supply and coordinates with
others to monitor and reconcile transportation, storage and capacity on a daily and
monthly basis.

{C25431:3)
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