The Public Utilities Commission of Ohio

-1078- L -Crs

CERTIFICATION APPLICATION FOR RETAIL GENERATION
PROVIDERS AND POWER MARKETERS

Please print or type all fequired information. Identify all attachments with an exhibit label and
titie (Example: Exhibit A-13 Company History). All attachments should bear the legal name of
the Applicant. Applicants should file completed applications ard all related corcespondence with
the Public Utilities Comimission of Ohio, Docketing Division; 180 East Broad Street, Columbus,
Ohio 43215-3793. |

A.  APPLICANT INFORMATION

A-1  Applcant intends to be certified as: (check all that apply) o 5
‘ : -
o Retail Generation Provider g Power Broker [ n g
& Power Marketer . oApgregator )
| =
A-2  Applicant’s legal name, address, telephone number and web site addrestd =
i o
Legal Name Veciron Ratail LLC pneud
Address Ona Vectren Square, Evansville, IN 47708
Telephone # M)#ﬂm Web site address (if any) www.vesirensource.com

A-3  List name, address, telephone number and web site address under which Applicant
will do business in Ohio

Legal Name Vecirgn Souros
Address One Vectren Square, Evansvale, IN 47708

Telephone # e 268138 Web site address (if any)yww.vectensoure.con

A-4  List all names under which the applicant does business in North America
Vectren Retall LLC d/b/a Vactran Source

e

Ihis 18 to certify that che .mages appearing are an
acturate and complete vaproduction of a1 ¢ .de Flile

! 1
document dalilw I the regular courve of pusines
Tackrician Date Processed .__"g& ~/ /

i

18:081134800-03

246


http://www.vw%5erensource.coin
http://www.vec&rensourc8.com

A-6

A-10

Contact berson for regulatory or emergency matters

Name Joseph M. Clark

Title Direclor of Ragulstory Affairs and Garporala Counset

Business addres§ 6641 North High Suresl, Sulta 200, Worthington, Ohlp 43085
Telephone # (614) 781-1896 Fax # (812) 402-6276
E-mail address (if any) imclargvectren.com

Contact person for Commission Staff use in investigating customer complaints

Name Jamie Camphell

Title Manager, Cnntnr+er Service

Business address One Veciren Squara, Evanevile, IN 47708
Telephone # (8t2) 4914117 Fax # (912) 4929275
E-mail address (if any) lcampbeli@vactren.com

Applicant's address and toll-free number for customer service and complaints

Customer Service address Veoiren Sourca, P.O. Bax 3037, Evanswills, B¥ 47730-3037
Toll-free Telephone # (888) 306-8136 Fax # (812)492.0275
E-mail address (if any) cusiomersarvica@vectren.com

Applicant's federal employer identification number # 352146566

Applicant’s farm of ownership (check one)

o Sole Proprietorship o Partnership
o Limited Liability Partnership (LLP) & Limited Liability Company (LLC)
o Corporation - o Other

(Check all that apply) Identify each electric distribution utility certified territory in
which the applicant intends to provide service, including identification of each customer
class that the :applicant intends to serve, for example, residential, small commercial,

mercantile commercial, and industrial. (A mercantile customer, as defined in (A) (19) of Section
4928.01 of the Revised Code, is a commercial customer who consumes more than 700,000 kWh/year or is
part of a national account in one ar more states).

@ First Energy .
= Ohie Edison g Residential g Commercial o Mercantile o Indusirial
@ Toledo Edison @ Residential @ Commercial o Mercantile & Industrial
2 Cleveland Eldetric Illuminating @ Residential = Commercial o Mercantile o Industrial
@ Cincinnati Gas & Eleciric o Residential o Commercial o Mercantile o Industrial
o Monongahels Power o Residential o Commercial o Mercantile r Industrial
@ American Eledtric Power ‘ ‘ :
2 Ohio Power a Residential o Commercial o Mercantile o Industrial


mailto:imciaric@vectr6n.com
mailto:Jcainpbell@vectren.com
mailto:customerservlcB@vectren.com

A-11

A-12

A-13

A-14

A-13

A-16

B-2

@ Columbus Southern Power @ Residential @ Commercial o Mercantile o Industrial
@ Dayton Power and Light Residential @ Commercial o Mercantile b Industial

Provide the approximate start date that the applicant proposes to begin delivering services

September 1, 2011

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

Exhibit A-12 "Principal Officers, Directors & Partners" provide the names, titles,
addresses and t¢lephone numbers of the applicant’s principal officers, directors, partners,
or other similar officials.

Exhibit A-13 "Corporate Structure," provide a description of the applicant’s corporate
structure, including a graphical depiction of such structure, and a list of all affiliate and

subsidiary companies that supply retail or wholesale electricity or natural gas to
customers in North America.

Exhibit A-14 "Company History,” provide a concise description of the applicant’s
company history and principal business interests.

Exhibit A-15 "Articles of Incorporation and Bvlaws," if applicable provide the
articles of incorporation filed with the state or jurisdiction in which the applicant is
incorporated and any amendments thereto.

Exhibit A-16 "Secretary of State," provide evidence that the applicant has registered
with the Ohio Secretary of the State.

APPLICANT MANAGERIAL CAPABILITY AND EXPERIENCE

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

Exhihit B-1 “Jurisdictions of Operation,” provide a list of all jurisdictions in which
the applicant or any affiliated interest of the applicant is, at the date of filing the
application, certified, licensed, registered, or otherwise authorized to provide retail or
wholesale electric services,

Exhibit B-2 "Experience & Plans," provide a description of the applicant’s experience
and plan for contracting with customers, providing contracted services, providing billing
statements, and: responding to customer inquiries and complaints in accordance with
Commission rules adopted pursuant to Section 4928.10 of the Revised Code.



B-3

B-4

Exhibit B-3 "Summary of Experience," provide a concise summary of the applicant’s
experience in providing the service(s) it is seeking to be certified to provide (e.g. number
and types of customers served, utility service areas, amount of load, etc.).

Exhibit B-4 "l_;nvironmegtal Disclosure,”" provide a detailed description of how the
applicant intends to determine its (a) generation resource mix, and (b) environmental
characteristics,  including air emissions and radiocactive waste. This information shall
include sufficient discussion so as to detail both the annual projection methodology and
the proposed approach to compiling the quarterly actual environmental disclosure data.
Additional details on this requirement may be obtained by referring to 4901:1-21-09.

Exhibit B-5 "Disclosure of Liabilities and Investigations,” provide a description of all
existing, pending or past rulings, judgments, contingent liabilities, revocation of
authority, regulatory investigations, or any other matter that could adversely impact the
applicant’s financial or operational status or ability to provide the serviees it is seeking to
be certified to provide.

Disclose whether the applicant, a predecessor of the applicant, or any principal officer of
the applicant have ever been convicted or held liable for fraud or for violation of any
consumer prote¢tion or antitrust laws within the past five years.

@ No o Yes

If yes, provide @ separate attachment labeled as Exhibit B-6 "Disclosure .of Consnmer
Protection Violations™ detailing such violation(s) and providing all relevant documents.

Disclose whether the applicant or a predecessor of the applicant has had any certification,
license, or application to provide retail or wholesale electric service denied, curtailed,
suspended, revoked, or cancelled within the past two years.

B No o Yes

If yes, provide a separatc attachment labeled as Exhibit B-7 "Disclosure of
Certification Denial, Curtailment, Suspension, or Revocation” detailing such

action(s) and providing all relevant documenis.

C. APPLICANT FINANCIAL CAPABILITY AND EXPERIENCE

C-1

PROVIDE THE FbLLOWlNG AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

Exhibit C-1 “Annual Reports.” provide the two most recent Annual Reports to
Shareholders. If applicant does not have annual reports, the applicant should provide

stmilar information in Exhibit C-1 or indicate that Exhibit C-1 is not applicable and why.



C-2

C-4

C-6

C-7

Exhibit C-2 “SEC Filings.” provide the most recent 10-K/8-K Filings with the SEC. If
applicant does not have such filings, it may submit those of its parent company. If the
applicant does not have such filings, then the applicant may indicate in Exhibit C-2 that
the applicant isinot required to file with the SEC and why.

Exhibit C-3 “Financial Statements,” provide copies of the applicant’s two most recent
years of audited financial statements (balance sheet, income statement, and cash flow
statement). If audited financial statements are not available, provide officer certified
financial statements. If the applicant has not been in business long enough to satisfy this
requirement, it shall file audited or officer certified financial statements covering the life
of the business.

Exhibit C-4 “F inancial Arrangements.” provide copies of the applidant's financial
arrangements to conduct CRES as a business activity (e.g. gua.rantees bank

commitments, dontractual arrangements, credit agreements, etc.,).

Exhibit C-5 “Forecasted Financial Statements.” provide two years of forecasted
financial statements {balance sheet, income statement, and cash flow statement) for the
applicant’s CRES operation, along with a list of assumptions, and the name, address, e-
mail address, and telephone number of the preparer.

Exhibit C-6 “Credit Rating,” provide a statement disclosing the applicant’s credit rating
as reported by two of the following organizations: Duff & Phelps, Dun and Bradstrest
Information Services, Fitch IBCA, Moody’s Investors Service, Standard & Poors, or a
similar organization. In instances where an applicant does not have its own credit ratings,
it may substitute the credit ratings of a parent or affiliate organization, provided the
applicant submits a statement signed by a principal officer of the applicant’s parent or
affiliate organization that guarantees the obligations of the applicant.

Exhibit C-7 “Credit Report.” provide a copy of the applicant’s credit report from
Experion, Dun gnd Bradstreet or & similar organization.

Exhibit C-8 “Bankruptcy Information,” provide a list and description of any
reorganizations, protection from creditors or any other form of banksuptey filings made

by the applicant, a parent or affiliate organization that guarantees the obligations of the
applicant or any officer of the applicant in the current year or within the two most recent
years preceding the application.



C-9  Exhibit C-9 “Merger Information,” provide a statement describing any dissolution or
merger ot acquisition of the applicant within the five most recent years precedmg the
application.

D. APPLICANT TECHNICAL CAPABILITY

R e e e

PROVIDE THE ROLLOWING AS SEPARATE ATTACHMENTS AND LABEL ASTNDICATED:

D-t  Exhibit D-1 “Operations” provide a written description of the operational nature of the
applicant’s business. Please include whether the applicant’s operations will include the
generation of power for retail sales, the scheduling of retail power for trausmission and
delivery, the pravision of retail ancillary services as well as other services used fo arrange
for the purchase and delivery of electricity to retail customers.

D-2  Exhibit D-2 “Operations Expertise,” given the operational nature of the applicant’s
business, provide evidence of the applicant’s experience and technical expertise in
performing such operations.

D-3  Exhibit D-3 “Key Technical Personnel.” provide the names, titles, e-mail addresses,
telephone numbers, and the background of key personnel involved in the operational
aspects of the applicant’s business.

D-4 Exhibhit D-4 “FERC Power Marketer License Number,” provide a statement
disclosing the applicant’s FERC Power Marketer License number. (Power Marketers
only) ‘

- //Mcﬂ / 4// é?’f %f/ﬂffb’f

Signature of Applicant and Title

Sworn and subscribed before me this la 4 = dayof AE_uﬂﬂ QOt

Month Year
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Signature of official administering oath Print Name and Title ab()% m:toé-

My commission expires on ju.lf'w gﬂ A Ol




AFFIDAVIT

State of 7 i L/f A HA - { bu, .
(Town}%g

County of ?,‘L\'ﬂ\z@fd{ :

"f . 7_ oo - J B
[ fLitson T {ffiant, being duly sworn/affirmed according to law, deposes and says that:

He/She is the b5 A0Enly (Office of Affiant) of V7B’ fAliaist, £4€ _ (Name of Applicant);

That he/she is authorized toiand does make this affidavit for said Applicant,

10.

The Applicant herein, attests under penalty of false statement that all statements made in the
application for certification are true and complete and that it will amend its application while the
application is pending if any substantial changes occur regarding the information provided in the
application.

The Applicant herein, attests it will timely file an annual report with the Public Utilities Commission
of Ohio of its intrastate gross receipts, gross earnings, and sales of kilowati-hours of electricity

pursuant to Division (A) of Section 4905.10, Division (A) of Section 4911.18, and Division (F) of
Section 4928.06 of the Revised Code.

The Applicant herein, attests that it will timely pay any assessments made pursuant to Sections
4905.10, 491118, or Division F of Section 4928.06 of the Revised Code.

The Applicantiherein, attests that it will comply with all Public Utilities Commission of Chio rules or
orders as adopled pursuant to Chapter 4923 of the Revised Code.

The Applicant herein, attests that it will cooperate fully with the Public Utilities Commission of Ohio,
and its Staff oﬁ any utility matter including the investigation of any consumer complaint regarding any
service offered or provided by the Applicant.

The Applicant herein, attests that it will fully comply with Section 4928.09 of the Revised Code
regarding congent to the jurisdiciion of Ohio Courts and the service of process.

The Applicang herein, attests that it will comply with all state and/or federal rules and regulations
concerning copsumer protection, the environment, and advertising/promotions.

The Applicantiherein, attests that it will use its best efforts to verify that any entity with whom it has a
contractual relbtionship to purchase power is in compliance with all applicable licensing requirements
of the Federal Energy Regulatory Commission and the Public Utilities Commission of Ohio.

The Applicant; herein, attests that it will cooperate fully with the Public Utilities Commission of Ohio,
the electric distribution companies, the regional transmission entities, and other electric suppliers in the
event of an emergency condition that may jeopardize the safety and reliability of the electric service in
accordance with the emergency plans and other procedures as may be determined appropriate by the
Commission. -

1f applicable ta the service(s) the Applicant wiil provide, the Applicant herein, attests that it will adhere
to the reliability standards of (1) the North American Electric Reliability Council (NERC), (2) the
appropriate regional reliabitity council(s), and (3) the Public Utilities Commission of Ohio, (Only
applicable if pertains to the services the Applicant is offering)



11. The Applicant herein, attests that # will inform the Commission of any material change to the
information supplied in the application within 30 days of such material change, including any change
in contact person for regulatory purposes or contact person for %aff use in investigating customer
camplaints.

That the facts above set forth arc true and correct 10 the best of hissher knowledge, information, and belief and that
he/she expects said Applicant to be able to prove the same at any hearing hereof,

i ) bt SR

Signature of Affiant & Tifle |

Sworn and subscribed before me this @iq ~ day of }_/Ebzu&r\% ’ao[ !

Month
M e (. Causo KMM B CARUSO, Exeactie Pdpid.
Signhture of official administering oath Print Name and Title c : Q d,l Hatd_

~ My commission expires on Joae RO ; 201 (0




EXHIBIT A-12

| PRINCIPAL OFFICERS, DIRECTORS & PARTNERS
|

Board of Representatives:

Vectren Retail, LLC
Carl Chapman One Vectren Square . 812-491-4000
: Evansville, IN 47708

John Bohls : One Vectren Square 212-491-4028
: Evansville, IN 47708

John Luttrell | One Vectren Square 812-491-4800

Evansville, IN 47708

Susan Hardwick One Vectren Square 812-491-4305
' Evansville, IN 47708

President:

Tamara R. Wilson One Vectren Square 812-491-4284
: Evansviile, IN 47708

Vice President, Sales:

Jim DeLong One Vectren Square 812-491-4366
1 Evansville, IN 47708

Vice President, Operations:

Sean Smith ‘ One Vectren Square 812-491-4290
‘ Evansville, IN 47708
Secretary:
| |
| Michelle Quinn One Vectren Square 812-491-4093

Evansville, IN 47708

{C30938:2 )



EXHIBIT A-13

CORPORATE STRUCTURE

Applicant, Vectren Retail, LLC (Vectren Source), an indirect, wholly owned subsidiary
of Vectren Corporation, has as its mission to engage in competitive natural gas and power
sales to residential and small commercial consumers. Vectren Source was certified as a
Competitive Retail Natural Gas Supplier by the Public Utilities Commission of Ohio in
July 2002 and is currently serving natural gas retail access customers in the Columbia
Gas of Ohio, Domirnion East Ohio, Duke Energy Ohio and Vectren Energy Delivery of
Ohio service territories. Also, Vectren Source has been approved as a competitive
natural gas marketer in the Northern Indiana Public Service Company retail access
program and has been an active participant in that market since September 2002, Vectren
Source was licensed by the Pennsylvania Public Utility Commission in 2003 and by the
New York Public Service Commission in 2005 where Vectren Source serves residential
natural gas customers in the National Grid and National Fuel Gas service territories. In
2011, Vectren Source intends to begin sales of electricity to retail access customers in
Ohio upon obtaining required federal and state approvals and completion of registration
with the appropriate regional transmission organizations and electric distribution utilities.

Vectren Source adopts conservative supply planning strategies consistent with its mission
to serve residential and small commercial customers. Thus, Vectren Source does not
engage in speculative trading practices. Arbitrage activities are performed only as a tool
for risk mitigation or maximization of asset value.

In addition to its own resources, Vectren Corporation provides financial support for
Vectren Source’s sérvice obligations. Vectren Corporation is an energy and applied
technology holding company headquartered in Evansville, Indiana. Vectren Corporation
was formed throughithe combination of Indiana Energy, Inc. and Sigcorp, Inc. and began
operations as Vectrgn Corporation on March 31, 2000. On October 31, 2000, Vectren
Corporation acquired the natural gas distribution assets of The Dayton Power and Light
Company located in western Ohio.

Vectren Corporation’s regulated subsidiaries deliver gas and/or electricity to
approximately one million customers in adjoining service territories that cover two-thirds
of Indiana and west central Ohio. Vectren Corporation is also a low cost provider of
wholesale electricity to other utilities and power marketers in the Midwest.

Vectren Corporation’s non-regulated businesses provide products and services built on
the company’s core strengths and customer relationships. The four primary business
groups are Infrastrudture Services, Energy Services, Coal Mining, and Energy Marketing.
In addition, the non-regulated group has investments in other businesses, including
energy-related ventures.

{C30958:2 }
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Affiliate companies of Vectren Source that supply retail or wholesale natural gas or
electricity to customers in North America include:

ProLjance Energy, LLC
Vectien Energy Delivery

Southern Indiana Gas and Electric Company d/b/a Vectren Energy
Delivery of Indiana, Inc.

. Vectren Energy Delivery of Ohio, Inc.

{C30938:2 }

Indiaha Gas Company d/b/a Vectren Energy Delivery of Indiana, Inc.

11
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EXHIBIT A-14

COMPANY HISTORY

BACKGROUND

Vectren Source was formed in 2001 for the express purpose of selling retail energy
commodity and other value added products and services to residential and smail
commercial customers. Vectren Source is an indirect, wholly-owned sobsidiary of
Vectren Corp., charged with selling deregulated energy and other products and services
in select geographic regions, including Indiana, Ohio, and New York.

MISSION

To create and flawlessly deliver innovative products and services that provide value to
our customers and make them more efficient, comfortable, and secure.

(C30958:2 )
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EXHIBIT A-13

ARTICLES OF ORGANIZATION AND BYLAWS

Vectren Source’s Articles of Organization and Bylaws are attached.

{C30958:2 }
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T | ..  ARTICLES OF ORGANIZATION . -

.. The undersigned, acting as the organizer of a limited liability company under
the Indiana Business Flexibility Act, as amended (the “Act”), hereby adopts these
Arhcles of Organizatlon for Vectre.n Retafl LLC (the “Company”)

"I. ' Name

The name Df the Company is Vectren Retail, LLC.

:
1 e N s

‘ II. Reglstered Ofﬁce and chlstered Agent
The street address of the regtstered ofﬁce of the Ccmpany in the statc of
Indiana is 20 N.W. Fourth Street, Evansville, Indiana 47708. The name of the initial
reg1stered‘agent of thc Cqmpany at the reglstered office is Ronald E Chnsnan

Duranon

The duratuon of the Company is perpemal until the dlssoluncm of the Company
Fas, _in accordance with the Company s Fundamenta[ Operatlng A.greement (ﬂle
Ry “Operating Agreement™) and the Act

IV, Membef Management
The Company is to be inir_:aggd by its members.
' V . Restriction on Transfer

No member of the Company may transfer its interest in the Cnmpany except in .
accordance with the Operating Agreement and the Act.

VI. Imtlal Members
The 1n1t1al members of the Company are Vectren Energy Retail, Inc and
Vectren Vcnture$ Inc.

IN WITNESS WHEREOF these Articles of Orgamzauon have been executed
, by the underSLgncd as Organizer of the Company, this 35 day oft
.‘ 2001

" Ronald E. Christian
"0 Organizer

! . T I ol ) - R 7 I Gt R
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. | FUNDAMENTAL OPERATING AGREEMENT
VECTREN RETAIL,LLC

by and among

; .~~~ .~ VECTRENENERGY RETAIL, INC.
' ‘3nd

~ VECTREN VENTCRES, INC,

- ———

| Dated as of )
. July 13, 2601
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f : o FUNDAMENTAL OPERATING AGREEMENT
; N of
VEC'I'REN RETAIL, LLC

,e‘.

-

, 2001 (the "Agreement“} by and betweeu Vectren Energy R.etzui Inc an Inchana
corporauon ("RETAIL“{» and Vectren Ventures, Inc., an Inchana corporatxon (“Ventures”) (Reta:l
and Ventures collecttvely referred to as the "Members and mdmdually asa Member") re'lalmg

' o Vectren Retall LLC (the "Company")

the pames to be basic and flmdamental to its orgamzatmn and operatzon The Members may

u

from time to time enter mto wntten agreements supplemental or amendatory to tble Agreement io

)

the extznt the parties deterrmne more deta:led or eemprehenswe provlsmns are reqmred Such

o Ve -

! agreements, together whth this Agreement, as the same may be amended ﬁ-om tlme o time, shall

constitute the Company’s "operating agreement“ w1th1n the meaning of the Act.

' " Retail and Ventures have eaused the formatmn of the Company for the puxposes

described in RI:IQLE for the benefit of Retail and Ventures and their respeetwe Afﬁltates
. (deﬁned in Artm!e D, ds well as current and prospecuve customers of the Company

' : NOW THEREFOR.E, the Members state, confirm and agree as follows

- ARTICLE [.

: 'f'urg'esee of the Com paﬂx‘, Eguitabrl'e .Tre'at‘ment ]

! | The Company was formed for the prmclpal purpases of provuﬁ.ng retail energy semces,

apphed technology soluuons and other products and semces to 1ts custumcrs In addmon, the

- -4.‘_; e LT TELT - N —

This FUNDAMENTAL OPERATING AGREEMENT is made and entered into as of 7

- - s —_— .

The Company was orga.mzed as a limited habniuy company under the Induma Busmess

Flexibility Act, as amerided, Ind. Code§23 13 1 1 gl seq (the "Aet") 'I‘lrus Agreement, together a

___1,
b
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- Company may undertake any other lawful act or engage in any other ‘business pcr;:nitted under the '

Act as may from hmei to time be mutually agreed bj the Memberel (For p&pbees of this

e S s

combined votmg powen or value.)

In conducting 1ts busmess, the Company shall treat each Member eqmtably
T ARTICLE II.

, o gction by the Cogganx, Board of Renresenmmg

.‘ - Section 2.01. gction by the @mp any. 'I‘he Cornpany shall act only by or under the

2 authority of the unanunous apprcval of all its Members Desptte havmg statutory authonty to act

approval of all the Membcrs ACthD. by the Members m:a,g-r be taken at a meenng of d%xgnated

representatives of the Members (referred to as the "Board of Representatwes or the “Board") or

by all the Mcmbers shail be deemed action by the Board of Reprcsentanves).

§ectmn 2.02. gggrd of Rggresegtatwgs Each Member shall deslgnate a representatwe

individuals, one of whnm shall be desngnated by and serve at the pleasure of Retaxl and one of

consist of:
Name o Representing
_ Carl L. Chapman f Vectren Energy Retail,lne. |
2

I -- - T -

Agreement the term Y’Afﬁhate“ cf a spec1ﬁed Member shall mean any entity dxrectly or
mdnreeﬂy contmllmg, dontrolled by or under common control with such specl.ﬁed Member, and

for this purpose contrel" shall mean direct or md:reet ownershxp of not less than 50% of total

on behalf of the Company, no Member shall undertake 10 bmd the Company a‘oeent unARimMOLS
by unanimous consentior agreement by all the Members (such unanimous consent or agreement

("Representatwes") to serve on the Board of Representahves, whjch shall cnns1st of two

<
whom shall be demgnated by and serve at the pleasure of Ventures. The mltlal ‘Board shall




'meetmg Notice to a Representative may be waived before or afier the meeting by the™

GregoryF Collms o Vectren Ventu:es, Inc

= e T ELLN

A Member may remove or radcslgnate its Representauve on the Board at any tunc b:.r

giving written notice to each other Member
The Board shall be responmble for determuung the ends Whlch the Company will pursue.
Eurther, the Board shall articulate the values, perspectwes and rules by which the Company will

guide its actions. The Board shall assure that the Company perfdrms man ethical and prudent

manner. o P R : e T

Sectwn 2.03. fChalr of the Board. The Board shall hava a Chair who shaII preszde atall

meetings of the Board, and have such other powers and dutms as the Board may prescribe The '
Chair shall be a RepreSentatlve on the Board and shall servc as Chau at the pleasure of R.etali "
The mmal Chair shall ve Caxl L Chapman, es the appomtee of Retail. ‘ - _- T -
Ss_usm__ M_et_gg_,_ﬁctl_o The Board shalI hold rcgular meetmgs at the speciﬁc e
times and places mutuia.\ly agreeable 10 thc Memhers Meenngs of the Board aré and shall be A
deemed meetings of the Members. Specxal meetmgs of the Board ma:.r be calied by any Member

at any time upon three\(3) business days prior written notice cf the date, time and purpose of the - -

Repres,entauve and attendance ate meetmg by the Representatwe shall constitate waiver of such
notice. A quorum for any meetmg of thc Board shall exist if thcre is one or rnorc Representahves

of each Member prese:nt. No rneetmgs of the Board may be held unless all the Members are

present as provided in ﬁ}iS Section 2.04. Deépile consisting of two mpméﬁmtiV$; action i’Y -tl-xe
Board shall be'ai:»provgcd onllj.,'.upon the unanimous vote of the Members (ea.c‘l'-n' Metmber having -
one vote, despite any then-existing disparity in the reslpecﬁ;re capital accounts of the Members).
E;ch Member -shéll ﬁnﬁoﬂncélits vote on any matter 's;t’t;m‘ittéd at a me_eting thrqugﬁ its Votiné ;

Representative, who shall be one of such Member's Representatives on the Board. The initial




-

Voting Represcntatwe af Retail shall be Carl L. Chapman. The initial Votmg Representatwe of
Ventures shall be Grcgory F. Collms A Membcr may change 1ts d.esiglated Voting
Representatwc by wnttE:n notlce to each nthcr Member If a Vctmg Representauve is not in

; 1ttcndancc ata meeting, another Repmentatwc Tepresenting that ﬁt;.;nber may be designated by
f  the Voting Representative as such Member’s Voting Representative for that particular meeting,
Any or aﬁ Representaﬁ"\!E:s may. participate in a meeting by conferenc:é Atelephone or similar
:orﬁmunication cquiiamént-, and all Eé.éﬁreéentatives 50 pa}'!:ici_?ftﬁ;.ag in ‘ti-le méeting shall be
decmed present in person. R

TICLE IIL

Day-te-Day Mansagemeiit of the Cempany

' §ectwg 3.01, M_nme_n_ Subject always to the supervnsmn and control of the Board

e the management of the Company ("Management") shall be responsxble for day-to-day operations
of the business of the Cornpany, implementing the policies and decisions of the Board and
making recommendatians to the Board The Management of the Company may consast of the

Vo foliowmg a President,.a Secretary and any other Management positions chosen by the Board at

j the times, in the manner and for the terms (if any) as the Board may prescribe. Each member of

Management shall serv§ at the pleasure of thé Bdafd, holdiﬁg office until such iaerson;s death,
disability, resignat'io-n or. removal (w1th or without 6ause) or until the person's successor is
selected and qualified. Each member af management shall be penﬁitted to sigx; checks and
execute contracts on b:haif of the company, “all subjcct to the prowsmns of the Act and this
1 Agreement. E‘.xccpt ag the Board may determine from time to time, the actions dcscnbed in

Schedule A (Reserved: Authnrity) may not be taken by the Managemcnt on behalf of the

Company unless authorized or ratified by the Board.

- Section 3..02. Duties of Management.
| 4
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{a) f_’rcgidem. Subject to the general control of the .Boafd and Séétiﬁn 3.01, the

Pre51dcnt shall manage and supervise all the affairs and personnel of the Company and

shall dlscharge all the usual mncuons of the president of a corpora.tmn, as if the Company

were a‘corporatmn. The Presuient sha.[l exercise and perform such other powers and

duties as the Béaard';:nay prescribe. The President shall -repor-t directly to the Chair. The

President shall:havc full authdrity to execute proxies, deeds chécks, contracts and other

instruments on behaif of the Company, and 1o execute poweis of attomey appointing

other entities o]r mdmduals the agent of the Company, all su'bject to the provmons of the

' Actand ‘this Agreemcnt The President shall have the power to authorize two members of

managemeﬁt to sign checks on behalf of the Company. The Pmsident shall keep or cause

to be kept con’ect and complete records of account showmg aocuraicly at all times the

financial condition of the Company The Pres1dent shall be the lcgal custodlan of all

moneys, notes,| securities, and other valuables wlnch may from ti.me t0 time come into the
possession of qhe Company. The President shall open and maintain bank accounts in the
name of the Company, and shall immediately deposit all funds of the Company coming

into his or her! hands in such bank accounts. The President shali ﬁJi'ﬂiSh or cause to be

furnished at meetings of the Board, or Whenever requested by the Board or any Member,

a statement of 'the financial condition of the Comphhy. The President shall authenticate

the records of the Company when necessary.

) ‘Secretary. The Secretary shall discharge all the usual functions of the secretary of

a corporation, as if the Company were a corporation.

| {¢)  Delegation of Authgrity. In éase of the absence of any member of Management of

. delegate the powers or duties of such person to any other member of Management or to

.5‘,

‘the Company, or for any othef reason that the Board may deem: sufficient, the Bodrd may ~ '




g

‘not.  This Section 3.03 shall be binding upon a_ny successor to the -Company so that each

any Representative, for the time bemg

Section 3.03 mdcmmﬁcaggn of &gr_q;entatwes and M@z_xg ement. The Campany shall

mdemmfy every person who is or was a R:presentatwc or member of Management of the

Company (each of whom, togcﬂler with such person's heirs, estate, executors, admmlstrators and
personal reprcsentatwcs, is hereinafter referred to as an "Indemmtee“) agalnst liability to the
fu!lest extent Whlch would be pemutted by Ind Code §23-1-37 if the Company were a
corporation orgamzad under the Indiana Business Corporatxon Law and the Indetnmtec werea
director or oﬂicer of such corporaiion Such indem:ﬁﬁcation shall be provided, however, only if
such person is dctemxined in the manner spec[ﬁed by Ind. Coda §23 1-37 to have met the
standard of conduct Sp?(:lﬁEd in Ind. Code § 23- 1-37 The Company shall to the fullest extent -
which would be permitted by Ind. Codc § 23-1-37, pay f01_' or nf:lmburse the rcasonable expenses
incurred by every Inde@itee who is a party to. a proceeding i.n advance of final d-isposiﬁon of the
proceeding, in the manner specified by Ind. Code §23- 1-37 The foregomg mdemmﬁcauon and E .

advance of expenses fur each Indemnitee-shall apply to semce in the Indcm;mtee‘s officxal

capacity mth the Company, and to service at the Company‘s request, }_sfhlle also actmg mran -
official capacity with fhe Compan};, as & director, officer, partner, Member, manager, trustes,
émployee,_ or ageni of another foreigh or domestic corporaﬁo-r_l,__barﬁlership, timited Iiabﬂity

company, joiﬁt venture, trust, employee benefit plan, or other enterprise, whether for profit or

Indemnitee shall be in;the same pésition with respect to any resuiting, s_un'iving, or succeeding
entity as the Indefnniﬁee would have been héd the s;apa:ate légét cﬁsténca‘ of the Company .

continued, provxded that unless expressly provided or agreed othervnsc this sentence shall be

apphcab[c oniy to an Indemnitee actmg in an official capaclty or in another capaclty heretofore .

described pnor to termination of the scparate !cgal existence of the Compan}r: The foregoing s




provisién's shall be decmed to create a contract right for the benefit of every Indemnitee if (a) any

lact or omission complamed ofina proceedmg agamst the In.demmtee, )any portiou of a

effect. All references in this Section 3.03 to Ind. Cade § 23-1-37 shall be decmed to include any

amendment or succcssdr thereto. When. a word or ph:asb used in this paragraph is,d.eﬁned in Ind.

exercise of any nght reiatmg to mdcmmﬁcatmn or advance of expenses to B.ny Indcrmume or the

word, clause or sentence of the foregomg pl'OVLSIOI'IS regardmg mdcmmﬁcatlon or advanccment

of expenses shall be held mvalxd as contrary o law or pubhc policy, it shall be severable and the

T

sentence of this paxagraph invalid, the court is authunzed and empowered to rewrite these

provisions to achieve their purpose to the extent posmble. ’

S_LtLQn_L Iquayge_rge_m. The initial members of Management of the Company

-shall be as follows: -

Presxdent - ' GregoryF Collms

R

Vice President, General Counsel, Ronald E. Chnstlan
Secretary and Assistant Treasurer

Vice President - Lawrence K. Friedeman _

Treasurer and Assistant Secretary Timothy L. Burke

proceedmg or () any deterrmnannn or assessment of habllxty occurs winlc thls B_;ggm}._@_i isin
Code § 23-1-37, such WOrd or phrase shall have the same meaning in tlus Section 3.03 that it has -
in Ind. Code: § 23- 1 37 Nothmg contamed in tlus Sectmn 3.03 shail hmit or preclude the:_ o

ablhty of the Company to othcrwmc mclemmfy or advance expenses to any Indemnitee. If any

provisions remaining shail not be otherwise affectcd If any court holds any word, clause or

i . .
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" ARTICLEIV. _
" Capital Contributions and Valuation

Section 401 .'Cagi@ Account, An individual capital account shall be established and
maintained- by the Company for eaéh I;.;I;:mber, .as provid@ in Treasury chulanons
Section 1.704-1(b). . ) -

Seetion 4.02. ' Contributions to Capital, Ventures and Retail shall make initisl capital o
contributions to the ¢on}pany consistent with §chedﬁle C. _In the.-ev;nt that any Member ch
co‘nl'.ributes what afl the Members agree is significant additional value to the Corﬁpany, or the
value initially contnbuted is of sxgmﬁcantly less value than antlctpated, whlch causes the prcscnt
aliacatzon ta be inequitable or inappropriate to a matcnal extcnt all the Members agree that the
Board ‘shall meet to- negotlate in good faith a compensatmg capital contribution by the
: appropnate Members so as to cause such ownersb.tp percentages to remain as close as reasunably

possible to being equal.

Section 4.03. 'Retumn of Contributions. No Member shall have any right to the return or
withdrawal of such Member's capital contribufion until dissoiut‘gon of the C?mpax}y, unless the

withdrawal is consented to by all the Members or is otherwise provided for in this Agreement.

S ARTICLE V.,
* Allacation of Profits, Losses and Distributions D

Section 501. Ailoggtlon of Profits and _L_gﬁ&; The Net Proﬂt ot th Loss of the

Company, including cach item of income, galn loss, deductzon, and Cn‘.‘dlt shall be allocated each

Fiscal Year (or portlon thereof) among the Members in accordance with their respective

ownership percentages.




Section 5.02. Dnstn];ungns gf Cagl_g or_Other Assets Dnstnbuuons of cash cr other
assets shall be made to all thc Members in accordancc with their rcspectwe ownership

acrcentages only as authonzed by the Board, and subject to this Agreement,

Section 5.03. Spec;z_t] Allocation Provisions. If and at such time as therc is a Special
Allocation Event (defined in the following sente.nce) the pmvisiuns of S& dule B (Sehedule of

.:pcczal Allocations) shall become effecuve as of the first day of the Companys taxable year in

Tv hich such Special Allocation E'.vent occurred For pu:poses of thls Agreement, a Spectal
" .

location Event means, and shall be the first to occur of )
"(a} the makmg of & capxtal contnbutmn of cash or tanglbie pmperty by, or a.
distribution of cash or tanglble property to, any Member, except equally among all the

Members;

tangible property to, any Member where there is a variai:_ion _bemen the basis of the
tangible property:and its fair market value at the time thereof, other than in accordance

‘with the Members’ ownership percentages; ‘

Member or an Affiliate tl_:eieof, except é_q\ially among all the Members m-'_theis._' respective

Affiliates {taking into account reasonable economic "equivalents); or

(d) the occurrence of any other event which, in the opinion of counsel for‘ the

Company or any Member, could reasonably be expected to jeopardize the equal allocation
(before taxes) of the Company's income, gains, losses, deductions or ‘tredits among the |

Members under S'gc:ign 704(b) of the Internal Revenue Code of 1986, as aj:nende_d (the

apphcatlon of the pmv:smons of Schedul E (Schedule of SpecLaI A[locatmns) )

(b)  the making ofa capital contrif_;utiq_:_;- of tangible property by, or a distribution of

() the -incurrénce of any indebtedness of the Cdnﬁ?any from, or guaranteed by, any

. "Code") ((}I’ any successor provision), but for the effectweness and N

1
:
it




Section 5.04. NEEMMLME& No Member shall evetbereqmredtomakeup

L negative balance i inits Capltal Aocount

- - ARTIC‘L E VL
Dissolution {Not ‘Wll:hdrawal or Departure of a Member -
S_},M,_Ql ngolutm A[l matters govenung dlssoluttou shall be govemed by thz

Act, unless otherwise agreed to by the Members.

ARTICLE VII

Defanlt and Rex-pedies

Section 7.01. ts of Default. A Member shali be in default upon the occurrence wnth
respect to such Member of any of the foilowmg events (each a “Default )

H A Membcr shajl fail to make any Cap:tal Contnbutmn when due or to timely

and such failure shall npt be cured within thu’l:;r (30) days after notzce of such Default issued by

the Company orF any Mdmber )
(i) Any rcpresentatmn o warranty made by a Member shall prove to be false or

misleading in any material respect when made, or with respect to any representatmn, ‘warranty or

Company or any Member.
i) Any Member shall (2) be dissolved (ther than pursuat 10 8 cmisolidaﬁoﬁ'or

-~

1ts mablhty generally to pay its debts as they beccme due, (c) make a general assxgmnent,

10 .

perfOrm any material obligation to be perfonned hy it under the prévisions of this Agreement

covenant of a continuing nature to have become false or misleading, and such Member shall not

have cured such mattelr w1thm thlrty (30) clays aﬁer wntten notu:e to do s0 issued by the

merger), (b) bccome msolvent or unable to pay 1ts dcbts as they become due or a.dmnts in wrltmv '

i:r“rl-‘———-
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errangement o ‘composition with or forthc benéﬁt of its creditors, (d) insﬁtute or have itmtituted

aoainst it a proceedmg secking Judgment of msolvency, bankruptcy or any other relxef under

! event of a petatxon mstttutcd or presented agamst 1t, such proceeding or peutlon (l)shall result in

a judgment of insolvency or baxﬂtruptcy or the entry of an order for its wmdmg up or llqmdataon

or (2) shall not be dtsmissed, discharged, staycd or restralned in each case mthin ninety (90}

e ——

bankruptcy or msolvem::y laws or sumlar laws a.ffectmg credttors nghts. prowded that in the |

' ?lf

ays of the institution ar presentation thg:reof, (e) have a resplu_t:on passed f'or its winding up,

official management or liquic'l;aﬁon' (othcr than pursuant to 2 merger or consolidation), (f) seek to
become subject to the appointment of a receiver, trustee, custodmn or other similar ofﬁctal for it
or for all of its assets or have a d:stre.ss, execution, attachment, sequestratlcn or other Iegal

process levied, enforced or sued on or ag;tmst all or substantially all of its assets and such secured

'-,pec:lﬁcd above or (h) take any actton in ﬁ:rtherance or !ndlcaung |ts consent to, approval of or

:mquxescence: in, any of lhe thregomg acts.

Section 7.02. E,emedtes fgr Dcfau it. The Mcmbers acknowledge and agree that a Default

by any Member will cause tneparable II.‘IJHI}’ to the Company and that money damages wﬂl not

provide an cnnre[y adequatc remedy to the Company Theref'ore, upon a Default, the defaulttng
Member automatically shall be deemed to have resigned from membershxp in the Ct_ampany and

tlo have surrendered its gtit[rejCz}pital Account (which shall be distributed pto mata among the

; party maintains possession, or such pmces.§ is not dismissed, discharged, stayed or restrained, in

which, under the applicable laws of any juriédiction has an analogous effect to any of the events

remaining Membcrs) shall have no further rights as a Member shall have 'no further-

each case within thirty (30) datys thereafter, (g) cause or be subject to any event with respectto it '

: tepresentation on the Board of Reprcscntatwes and shall be entitled to no further atlocatlons of .

profits, losses or dlstnbutnon frum the Company

|1
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‘ ARTICLE VJII.
'A.ssggnmeht of Interests; New Membgrg 7

Section 801, Restsction on Trensfer, Except as provided in Sestion $.02, no interest in
the Company may.be a&ignec_l, transferred, enwmbered,- hypothecated or otherwise disposed of
withou; the prior wntten consent of all the 'Mcmbers (whicﬁ consent may be givén or wi_ﬁmeld, _
jconditioned or delayed‘as the remahﬁ;:lg Members rﬁhy deter;nine in their solc and absolute ) oo
discretion), and any attempted transfer, assignment, cncumbrance,: lflypothec%,ati;n”or c-rther- o
disposition without such written consent shall be null and void and H#vx;: no force or eﬂ"ect&' . —-—,.,.:

whatsoever.

Section 8.02. Transfer to Wholly-Owned Affiliate. Nohvi-tilstanding anything in this

Agreement to the contrary, all (but not less than al[)‘ of the _i_ntéré_zst of any Member may be

":"ah:-

transferred to an Afﬁliate \\hoﬂy;owm-d by Veciren Rctail, Inc or-V;:tren Ventures, Inc.,
whether by szle, dividepd, capital contributior_z, merger, operation of law or otherwise, pravided. |
the transferee agrees m writing to be:bound by this Agreement; Any such transferee shall, L i
withdu; the consent of tfie Members, be substifited or added as a Member and shaj'l be treated as
though sﬁch transferee ‘WE:I-'C an initial party to this Agreement in the place and stead of the
trz-msferqr. | - | -

~ Section 8.(}3‘.7 Continuing Responsibilitv. Notwithstanding any assignment ar transfer of
its interest in the ‘Comllaany or the substitution of the assignee o;' transferee as a Member, 2 ._
Member shall not be rélic;red -of' any of such Member's responsibiﬁties under this Agreément
without the prior l'.nrl"ittenl consent of all ﬁq Men_lb.ers. o A

- Section 8.04. New Members. With the-consent-qf all the Members, new Members may
_bé admitied to the éohpény upon.s_q.ch_ te;m‘:s and conditions, in 'exc#hange for_ owncréilip. | .

12 o 31 -
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. percentages, and with such representation on the Buard as ali the exlstmg Members and each

such new Member find mutua!ly acceptable.

[ ' . . Miscellaneous

55;;11'0:1 9.01. Eiscai Year. The fiscal year of the Company shall end December 31,

unless a different fiscal ycar is detemuned by thc Board.

Section 9.02. Q‘L&MMM An accountlns shall be made

of all Company transactions (for each fi scal year and quarta: or lesser period of time) and the

?resxdent shall cause to be prepared for the Company a balance sheet, a statement of cash
}ecmpts and disburseménts, a statement of net profits and IOSses, and a_ stgtctzxent of each
Member's share of Company net profits and !osses'(collécﬁvely, "Financial Statcm;znts").

Seg;ion 9.03. mer Tax Matt The,- Chmrman will make such electmns and shall take

sluch other action as the Chairman belisves necessary (a) 1o extend the statute of lmntatmns for

before the Internal Re\ﬁenue Ser\nce, any other taxing authontles ar any courts m mattcrs_

affecting the Company, and (c) to cause to be executed a.ny agreemcnts or other documents that

provided, however, that no elections, submis%ior;s or positions will be made without reasonable
proposed by a Mcmber sha]l be made. Retail is specif‘ ically authorized to act as the !'Tax Matters
Bartner" under the Code and in any mmtla: matter under Indmna law. "I'he Tax Matters Partner

shall be rexmbursed by the Company for its reasonable costs and expenscs mcurrcd in its capactty

- 13 .

'ARTICLE IX. " D

assessment of tax deﬁcienciesr against the Members with respect to eny adjustment to the

Company'’s federal and state income tax returns, (b)to cause the Company to be representcd

prior notice to and the opportunity for input from each Member. Any reasoneble changes

Bind the Company w1_th r¢§pect to such tax matters or otherwise affect the rights of the Company; L




as Tax Matters Par!:nm-,E

Section 9.04. Waiver of Partifion. By this Section 9.04, each Member on behalf of such

Member, and its succegsors and permit-téd a-ssig_gs, waivés any nghts to have Cdmpany pro;;erly

partitioned.

Section 9.05.  Dealings Qutside the Company. Each Member, Representative and

member of Management shall, at any time and from time to time, devote such time and effortto

the business of the Company as mﬁy be necessary to promote adequately the interests of the
Company and the mutual }ntcr;ésts of the Members: The Members and their Affiliates

individually or collectively ‘may, ‘at any time and from time to time, engage in and posséss an

interest in other business ventures of any and every type and descriptidn. indbp;ndentiy or with ‘

others, and neither the Company nor any Membe.r shall by virtue of this Agreement have any .

rigﬁt, title or interest inor to such independent ventures of the Members or their Affiliates.

Section 9,06, Expenses. Unless mutually agreed in advance, each Member shall pay or
cause to be paid its own fées and expenses, including, without limitation, attorneys' fees, incurred

in connection with the organization of the Company.

Section 3.07. Complete ﬁggggmgﬁ . 'This Agreeniént and the Articles of Oréﬁnization

constitute the complete and exclusive statement of agreement among the Members with respect

to the subject matter of this Agreement. This Agreement and the Articles of Organizatiori

supersede all prior written and oral staternents, and no representation, statement or condition or

warranty not contained'in this Agreement and the Articles of Orgamz,atlon will be binding on the
Members or havc any ﬂarce or effect whatsoever _ )

Section 9.08. I__ Any referencs to the Act, the Code or other statutes or laws wﬂl
iqclude afl amen_dments, mgdlﬁcauons, or replacements of the spec1ﬁ9 sections an.d provisions
concerned. Terms used in this Agreement, unless defined herein or unless the context dict_ates_':,

' .1_4 f 

'
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shall have the meanmgs set fc;th in the Act, '
§ectio;1 9.09. mmglg_(‘,m 'ﬁﬁs Agree;raent may be execute.d .in several
countcrparts each nf which will bé deemed an original but all of which’ Wﬂl cnnsumte ons and
the same mstrument However, in malcmg proof of thls A.grecmmt 1t will be nec&ssary to
produce only one copy of this Agreemem signed by the party to be chaxged

Sect;gn 9.10. &pphcabie Law. Thls Agreemcnt shail be construed in accordance wuh the
laws of the State of Indiana. -

§egtlon 9.11. Bﬂn ngahdlg Ifa.ny term or prowsmn of tl'us Agreement is determined
to be invalid, such invalid term or provision shall not affect or unpalr the remannder of thls
Apreement, but such i:emaindcr shall coutinuc -in. full farce; and effect to the @me extent as

though such invalid term or pmwsmn were not contamed therem '

Sccnon 9.12, Qomnam Obll.}!gnons Bmdmg Each Member agreas that the prormses,

covenants and conditions contamed hen':_m are given separately and as a Meriber inure to and are
binding upon its succéssms and assigns. The Company shall be bbund by this Apreement.

Sectton 9. 13 ,B_Ltorv Reqmrements Each Member, or each addmonal or subsnmte

Member perrmtted under this Agrecment may become a signatory hercof by signing a company
s1gnature page to thxs Agreement and such other mstruments as the Board ghall determme. By )
signing, each Membcr, o each such additional or substltute Member, shall be deemed to have
adopted and agreed to be bound by this Agreement, as amendcd from time to time in a.cqordance ’
with this Agréement

Sgctlon 9, Lﬂ; éddmg 1al Docume Ls and Acts. Each Member agreés to execm'e and
deliver such additional documents and mstrumeuts and to perform such aﬂdltlonal Rets as ma}' bﬂ
necessary of appropnate to effccmate carry out, and perfoxm all the terms, prowslons and

condmons of this Agrcement and the ttansactmns contemplated by this Agreement

~is -
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Section 9.15. Notices. Any notice to be given or to be served upon the Company or ey

party to this Agreeh:éht in éomiéction \mthtl:us Agféémcnt must be in writing and will be

deemed to have bccn ngen and recewed ‘when clehvered o the re.spectwc address speclﬁed on ____:'

the sxgnaturc page(s} to this Agreemmt, or w1t.h respect to the Company, at the address of lts
principal office, as SpCIleied to the parties to this Agreemeut Any party to this Agreemem or the
Company may, at any‘ time by gwmg ﬁve days pnor written notice to the others, des;gnatc any

other address in substttuuon of the then current address to Whlch such notice will bc gwcn

Nouce mailed by United Statcs mail shall be deemed given three days after proper deposit in the

United States mail. Motice by courier or expedited delivery service shall be deemed given when '

actually received.
Section 9.16. 'Disputes to Be Reso V' d itration, Except as prov:ded by §ect10n

Q.Q; the Members agree that n the event of a dlSpute relatmg to the govemance of the Company,

' the resolutzon of that d:spute wnll be subject to arb1tran0n,

Section 9.17. Amendments and §l_tgp]&me;1 All amendments and supplements to th1s

Agreement shall be in writing and executed by each Member. Amendments and supplcments

executed by each Mﬁmﬁer shall be binding 611 }hé Company, whether -or not executed by an’

Officer.

IN WITNESS WHEREOF, all the Members have caused this Agreement to be executed

by their duly authorized representatives. _
.. VECTREN ENERGY RETAIL, INC

_ By: Mﬂi(‘}w

. Carl L. Chapman

~ VECTREN VENTUR.ES INC.

77%

Gregory F. Collms




SCHEDULEA

~ (RESERVED AUTHORITY)

Managemént- of the Company shall not have the autlmrify to undertake any of the
following actions on béha!f of the Conipany unless auﬂmrized or ratified by the Board:

.-

1. Engagmg in any act in coutraventlon or violation of thls Agrcement ot outmdn the
pnnmpal purposes of the Company as set forth in Artlcle ] of this Agrecmem;
2. Engagmg in any act w]uch would make 1t 1mposnhle to carry on the ordinary

business of the Cqmpany,

1 Comp'any_’to merge w1th or into any other limited liability company, corﬁoration, part:;ership or
other entity; | |

4, Admitting any substitute or additional Mémber to the Company;

5. Comeﬁcement, termination or settlement of any claim, or engaging legél counselr

| with respect thereto, othier than a claim arising in the ordinary course of the Company's business,

Company involving an gmount in controversy in excess of $25,000;

6. Voluntary dissolution of the Company;

in excess of a maximum amount approved By the Board;

B. T;he incurrence of indebtedness with a nominsal maturity in excess of one
year; = - )
' | 8. Calling for additionél capital conf.fibutions or loans from Members;

A-l

3. Selliﬁg all or substantially all of the assets of the Company, or causing the

S dema

or lawsuit or other legal actior_i, arbitration or administrative proceeding bmughi by or agaihét the

A A, ‘TThg incurrence'o_f indebtedness with a nominal maturity of one year or less

v




9. Approwal ot‘ all empioyment eontracts (nther than at-wﬂl gmployments), I_ N

employee benefit . plans, parameters for collectwe bargmnmg and ot.her matenal labor
agrcements, funda.tmntai personnel pohcm and all nmtenal amendments thereto,
| 10. Apprcmal of the annual capltal and operating budgcts cash ﬂow pIans and.
relaxedl schedules of the Company and_a]l matenal amendmcuts ther;to,
11. Any diguiézuﬁon whether in cash or in kmd to the Members'

.12, Appomtment of the mdependent public accountants of the Company,

13, Entenng into any contract for Retail Semces that will result in annual revexue

-

in excess of $500,000, or materially amendmg any such contracts;
14, Appomtmcnt removal and replacement of Managcmcm of the c::mpany.
135. Confes&mg a judgment against the Company,
16. Possessing any Company propcrty. or a.smgmng the rights of the Members m
spemﬁc Company property, for other than a Company purposc . |
17. Assngrung any Compa.ny property or assets in trust for creduors or on the basis

of an assignee's promike or undertaking to pay the debts of obligations of the Comp&lly;

18.  Causing the Company to make loans to or borrow money from the Members or |
their respective Afﬁliﬁics (other than i'ndebtcdness. for property sold in the ordinary cousse of

business pursuant to contracts duly approved by the Boa}d" or for wﬁich Board epproval is not -

required by this Agreément) or 1o commmgle Company funds with the fonds of Members or
their respective Afﬁhates, ) 7 |
19.  Any matter for which Board action is expressly i)i'ovided for under this

Agreement; and

20.  Such otler policy decisions as the Board may determine on a case by case basis

A-2
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SCI{EDULE B

LSL‘HEDULE OF' SPECIAL ALLOCATION_S_}

Section 1. Net Igcomc and Net Loss. The terms. "Net Tocome" ur "Net Loss as the

icase may be, of the Company shall mean the Company 8 taxable. income or taxable loss for — C—
Federal income taxat:oxi purposes as determined by the accouatants thcn emp]soycd by the_

Company in accordance rthh Secnon 703(a) of the Intemal Revenue Code of 1985 as amended

i ]

(the "Code"] wnth the liems reguired to be scparateiy stated by Section 703(&)(1) of the Code

combined into a single het amount prov:ded however, that in the event the taxable income or

taxable loss of the Company for such ﬁsc:al year is later ad;usted in any manver, as a rssult of
an audit by the InternaL Revenue Servlce (ihe ”Servme ) ot othermse then the taxable income .
or taxable loss of the ¢ompany shall be adjusted to the same extent. "Net Iscome” and "Net_ R -

Loss" shall be further adjusted as follows: o _ R

(@) ' "th Incomc and "Net Loss as the case may be, shall be adjusted to N
, tres;t items of foxcmpt income described in §g_c_t£ggj_Q§(a)(l)(B} of mc Code as items ] :_ —
.of 8ross mcome and to treat as deducuble items all nnn-deductible, non-capu‘al( ;
cxpendxtures dt-,scnbed in Section 705(&)(2)(3) of the Code, mcludmg any items treatcd | ‘
under Treas. Reg §1. 7{)4 1(b)(2](1v) z_i§_1_tcms descnbcd m§e_¢:t@_@§(a)(2)(8} of the ; _
Code. o J R L : —-—_~i,~ ‘
: . ' ; . _ L
(I?) In Iieu of depréciatidrl. dcplétien cost\ recovery ,amd aﬁmrtization x
deductions allowable for Federal mccmc taxation purposes to thB Company W!th réspect : _
i to property cmntnbuted 1o the Company by 2 Member there shall be taken lnto account ; -
an amount equal to the product derwed by mulnp!ymg thc Book Value of such propcrﬁy ‘




"

at the beginning of such ﬁs;:ai iea: by a fraction, the nume;ator of which lS the amount '

of deprecmtlon depletmn cost recovcry or amortizatlon deducnons ailowahle with

respect to such prnperty for Federal income taxation purposm ‘and the denommator of ©

~ which is the ad_;ustcd basls for Federal income taxannn purposes af such pmperty at the )

bcglmnng of such fiscal year.

() In Tie of actual gein 6 loss recogaized by the Company for Federal

in;:omel taxation purposcé as a result of tfle éale.or otl_ier dispoéitinﬂbf pfopefty of fhe
Company, there shall be taken mto account the gam or loss that would have hetm
" recognized by the Company for Federal income taxation purposes if the Book Value nf
such property as of the date soid or otherwise disposed of by thf_Corl;pany were its

adjusted basxs for Federal i mcome taxation purposes.

Secnon 2 Allpcanon of Net Income and Net Loss After gwmg effeet to the spemal

al]ocatzons set forth In Sectmns 3 4 and 6:

{a) Net Income Net Income for the ﬁscal year shall be allocated among the

Members in accordance with thcxr respecnve ownershlp perccntages

(b) Net Loss. Nel Loss for the fiscal year shall be allocated among the

Members in accordance with their respectwe ownership perccntages

Section 3 Special Allocauons The followmg specna! aliocatmns shaﬂ be made in the

following order: j

(a) Mmmum Gain Charp;cback E.xcept as ntherwxse pmvzded in Treas.

Reg § 1.704-2(1), notwsthstandmg any other provision of this Schcdule B, if there isa

net decrease in Company Minimum Gain during any Compan}r ﬁscal year, each

Member and assignee or transferee of an iﬁtefcs_t of a Member ("Interest") shall be ™




spcc:ally a]locattd items of Company income and gain for such ﬁscal year (a.nd IE

necessaxy, subsequent yeam) in an amount equal to the portmu of such Member's or

assignee's or transferee s share of the net decrease in Company Minimum Gaibn, ‘

determined in accordance with Trms. Reg. § 1.704-2(3)(1) that is allpcable to the

disposition of Company property subject to nonrecourse Habilities (as defined in Trcas _

Reg § 1 '?D4~2(b)(3)) determined in accordance w:th Treas Reg. 1. 704—2{(!) The

jtems to be so aliocated shall be determined in acg:o_ljdaqca w‘ith".I‘reas. Reg. o 1.704-

2{f)(6) and 1.'104~2{i)(2)§ This Section 3(a) is intended to compiy with the minimum

gam chargeback requirement in such section of the Regu]auons and shall be mterpretcd

Y

consmtently therethh o . LT

(b) Mcmber Mmlmum Gam Chargeback Except 5" otherwise prowdcd in

Treas. Reg. § 1. 704~2(|){4) nonwuhstandmg any other provxsmn of this Schcdute B_

s

cxcept ecuoig {a) if there is a net ﬂf:crease in Member Mmunum Galn atl:n.butabie to:' ‘ T

a Member Nom'ecourse Debt durmg any Company ﬁscal year, each Member or

assignee or transferee of an Interest who has 2 share of the Member Minimum Gain

attributable fo such Member Nonrecourse Debt, determined in accordance with Treas.

" Reg. § 1 704-2&)(5). shail be specially allocatecf items of Company income 'and gain for

such year {au:xd if necessary, suhsequent years) in anp amount equal to the portion of

such Member's or asslgnec s or transferee’s share of the net decrease in Mcmber

Mmunum Gam attributable to such Member Nonrecoursc Debt dctenmned in

accordance with Treas. ch § 1. 704-2(1){5), that is alloca&le to the dlspasmcm of

Company ‘property SllbjCC[ to such Member Nonrecoursc Debt determmed in

' accnrdance wnh Treas Reg § 1. 704-2(1)(4) The items tu be SO aliocated sball be




-

* other allocatlons pravided for in this Schedule B have been tentauvely made as lf thlS ' _

'determmed in acccrdance wnth Treas. Reg §§ 1. 704—2(1)(4) and 1 704—20)«:2) Ttus

© L Tmim s P

t

Section 3(13) is mtcnded to comply with the minimum gam chargcback reqmrcmmt in

such sectmn and shall be mterpreted consmtently thcremth

{c} QLualiﬁcd Incomg Oft‘sct. In the g:vent _gmy Membcr or assignee ot
transferee of an Interest ruﬁexbcct;s'dly_ receives any “adjustments, allocations, or

distributions descriiaed i Treas. Reg. § 1.7o4i1(b)(z)(ii)(d)t4), 1L704- 1)),

allocated to eaoh such Member or assxgnec or transferec of an Iur.erest in an amount and

l(b)(Z)(ii)(d), the Adjusted 'Cgpital 'Acc:ount Deficit of such Mergber :or as;ignee or

transferee of an Iﬁtercst as quickly as possibl'ea provided that an allocatiuﬁ pursuantto |

this Secnon 3Gc) shaII he made only if and to the extent that suc"h Member or assignee

Y

or transfcree of en Interest would have an Adjusted Cap:tal Acoount Dcficst after all

Scctlon 3{¢c) were not in the Agreement

' (d) Gross Income Allocanon In the evcnt any Mcmber or asaugnce or

transferee of Jan Iitterest has a deficﬂ‘. capntal account at the end of any Company fiscal

year which i3 in excess of the sum of the amount such Member or assxgnec or transferee

of an Interest i obligated 10 restore or is deemed to be obhgated to restore pursuant to

the pcnultxmb.te sentenccs of Treas Regs §§ i 704~2{g){1) and 1 ?04»2.(1)(5), each such

.Member or assignee or transferee of an Interest shall be specmlly auocated items of
Company income and gain in the amount of such t_:ipc;s_s as quigkly as posrsibli’:.lk_

provided that an aliocation pursuant to this Section 3(d) shall be made only if and t6 the ~

©oor 1?04-1(b)(2)(u}(d)(6}, Ltems of Company income and gmn shall be specially

‘manner sufﬁcient to eliminate, to the extept required by Treas. Reg §1704-




_ extent that such Membcr or asstgncc. or transferce of an In!ercst would have a deﬁclt |
capital account in exccss of such sum after all othcr aliocamns provuied for in this
Schedule B have:been tcntauv_ely made as if §__c_qt_1g1_3(c) and this Scctmn 3(d) were'nnt .
in the Agi'eem;qlt. ' | | |

(¢)  Nonrecourse Deductions. Nonrecourse Deductions for any fiscal yeas or

other period shall be specially allocated as provided in Section 2(b).

(h  Member Loan Nonrecourss Deductions. Any Member Loan

Nonrecourse D;tductic;ns for any fiscal yé-z;r or ather pefiod shall be specially aliocated
to the Member JOIE assignee or transferee of an_lme;est._wl'm,bears‘_,the_‘ economic risk of
loss with Easpéct to the idember Nonrecourse Debt to th;h such. Member Imn |
Noiecourse Deductions are attributable i acoordance with Treas. Reg. § 1.70420)
Sectiori 754 Aius&ﬁénts

(8) "To t];e extent Treas. ch § 1 ‘704-'

l{b)(l)(w)(m) :reqmres an ad;us:ment fo the ad_]llsted tax basxs of any Company asset -

pursuant to Code Secnon 734(b) or Code Sectmn 743{b) to be taken into accoust in

determining capual accounts the amount of such adjustment to the cap1tal accounts
shall be treated as an ucm of gain (I_f the ad_;uspngnt mcmas;s the basis of the asset) 0 rQ
- loss (if the .adjustmam decreases suﬁh basis) and_ such gain or loss shall be speciallyr
altocated to the Members and assxgnees or transferecs of an Interest in a manger

consistent thh the manner in which their capltal accounts are requxred to be adJusied

pursuant to such Secuon of the Regufations. .

Section 4 Curanvc Allocations. 'I'he allocatrons set forth in Sec’uon 3 (the

'h-

’Regulatory AIiocations") are 1ntended to comply with certam requu—emcnts of the Regulatmns

It is the mten; of _thg Mempers that, to the extent possrble all Regulatory Allocations shall bc




|
|

offset either with othi:r Regulatdry Ailocations or with special alloéatio.i:s of' other items of

Company mcome gam, loss or dcductlon pursuant to thls Secuon 4. Therefore,

notWIthStandlng any other provnsxon of this Schedule B (other than the Regulatmy AIlncatmns],

the Members shall make such offsetting specla.l allocations of Compary income, gain, loss, or

deduction so that. after such offsetting allocations are made. each Member's capital account
balance is, to the extent possible, equal to the capital accouﬁ_t balance such Member would

have had_if the chulautory Allocations were not part of the Agreement and all Company items

were allocated pursuant to Section 2.

Section 5, Eff@cts of Va[zng_Company Interests Dur g a Company Year In the

event a Member's interest as a Member varies durmg any fiscal year of the Cun:q:any (Whethcr

by reason of vnthdrawal additional capxtal conxnbuuons or otherwme). Net Incume and Net

Loss shall be computed and allocated in accordance with this Schedule B as if permds bcnvaen

such vananons were each a separale fiscal year of thc Company.

Section 6. Allgcation of Income, Gain, Loss and Deduction; Section 704(::). Upion, the

sale of any property cofitributed by any Member, the gain or loss represented by the differsace

between the ad_]usted ba51s for Federal income taxation purpos&c and Book Value of the

* {propeity to the Compaqy shall be allocated to the Member who conh‘ibuted such pmpert}l v

the gam or ioss in excess of that so allocated shall be allocated among the Members as

provxded in Scctmns 1,2, 3 and 4 hereof. In addition, any other item of income, gain, loss or
deduction with respect 'to such propefty shall be allocated in a manner consistent with the
requirerments of Sectioni'IOtL(c) of the Code and Treas, Reg. § 1.704—1(b){2}('iv)(g}, as amended

from time to time.

Section 7. Allocation of Tax liems. All items of depreciation, gain, loss, deduction or




among the Members in the same propomon as is provxded in thls Sthedule B,

following meanings:

(@

5 . the deﬁClt balance if any, in such Membe: s capital account as of thc end of the

Adius&d C@ﬁl Acéolint Deficit meaas, with respect io any Member,

relevant fiscal year, aftcr giving effect to the foﬂowmg adjustments

{1) Cl'cdlt tu such capital account any a.mounts Wthh éucl;. Member is

: -obhgat¢d to resmre or is deemed to be obhgated to restore pursuant to the

obitgamd to restore if Member Loan Nonrecourse Deductions _wcrc treated as

[ - -

- . . ‘Nomeﬂ:ourse Dedumons, and

58 1-104-1(b)(“2)(u)(d)(4). 1.704-1(\:)(2_)(11)(@(5), and 1.704-1@q(z)<111(d}(§3.

consmtenﬂy themwnh

by . Book Value of any item of Company property as of any pamcular date

by a Membf:r to the"capital of thé_Company shail be the agreed-upon gfoss fair'market

value of suich item of pmperty as af the date such property was contrtbuted to the

Company, as adjusted for depreclatmn deplctmn cost recovery and amort!zauon

o -

, " . oo St E

Section 8, Deﬁgmons Capitahzed words and phrases used in tlus @ Bhave the )

(2) Deblt to such capltal account the Ltems descnbed in Treas Regs.

The foregonig dcﬁnmon of Adjusted Capital Account Deﬁmt is mtendad to comply _

with the pmwsmus of Traas Reg. § 1704-1(b){2)(n){d} a.ncl shall be mterpreted .

shall be detérmined as fo!lows: (a) the Book Value of any item of praperty contributed

deductions wuh respect to such property computed in the manoer pfrovnded in Secnon

I.-‘—u-—ﬂﬁ

. ' v . . - ; .""-“.‘;’:-’ ""i -, -:. pos - .“;""-'r"‘ﬂwl_h-
credit that are taken jnto account in'deiernﬁning Net Income or Net Loss, shalt be allocated =~ |

penultunatc seutence of Treas Reg §17D4-2(g)(1) or wou!d be deemed L

w4



1) gnd (b} ithe Book Va.luc of any other item of Company property shall be 1ts r :
. adjusted basw tt'or Federal income taxatxon purposes _ .
(c) Company annum Gain has the mmmg set forth in Treas ch §§ # .

1.704-2(b)(2) and 1 T2,

(d)- Member Loan Nonrecourse Deductions has the xﬁcaning set forth m ,
Treas. Reg § 1. 704—2(1](2} The amount of Member Loan Nonrecourse Deductions
with respect tto a Member Nonrecourse Debt for a Company ﬁscal year equals r.he
excess, if any, of the net increase, if any, in the amount of Me’mber Minirm Gam‘
attributable tq such Member Néﬁicdﬁurse Debt duriﬁé that 'flscal - year 6\'{;1' tt;e-

| S
aggregate armfmnt of any distributions during that fiscal year to_- the Members or !
assignees or ﬁansferees of an Interest.'that bear ﬁm economic risk of loss for such _ _______h,
Member Nonﬁécourse Debt t;J ﬁm extent such distributiona are from the proceéds 01'
~such Member Nomecouzse Debt and are aliocable to an increase in Member Mmlmum‘
Gain attnbutable to such Member - Nonrecourse Debt, detenmned in accordance w:th
Treas. Reg. §:1.704-2(i)(2). |

- . - ) [ —

(&)  Member Minimum Gain meaps an amount, with respect to each Member

Nonrecourse Debt, equal to the Company Minimum Gain that would result if such_
Company Nonrecourse Debt were treated as a nonrecourse liability (as defined in
Treas. Reg, § 1.704-2(b)(3)), determined in accordance with Treas. Reg. § L70420). . L

(f) Member Nourccoursc Debt has the meaning set forth in 'I'reas Reg.

§1. 704-2(1;){4) . . S

(B} Nonrcccurse Deducuons has thc meaning set forth in Treas. Reg.

§ 1.704- 2(b)(1) The amount of Nonrecuurse Deductlons for 2 Cumpany ﬁsml year



()  Regulations means the regulatmns promulgated under the Cude as such

equals the net mcrcase if any, in the amoum of Company Mmzmum Gam durmg tlmt 7 - -

fiscal year, detefmined accordmg to Trcas ch §§ 1 7%2(1:) and 1 704—2(d)

reguianons mayl be amended from lime to time (including correspondmg provnsxons of

succeeding regu!auons).
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SCHEDULE C

. . (CAPITAL CONTRIBUTIONS) T
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SECRETARY OF STATE CERTIFICATE
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United States of America
| State of Ohio
Office of the Secretary of State

1, Jon Husted, do hereby certify that I am the duly elected, qualified and present
acting Secretary of State for the State of Ohio, and as such have custody of the
records of Ohio and Foreign business entities; that said records show VECTREN

RETAIL, LLC, an Indiana Limited Liability Company, Registration Number
1255668, filed on September 27, 2001, is currenily in FULL FORCE AND
EFFECT upon the records of this office.

Witness my hand and the seal of the
Secretary of State at Columbaus, Ohio
this 11th day of February, A.D. 2011

7+

Ohio Secretary of State

Validation Number: V201139FA6DB3
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EXHIBIT B-1

JURISDICTION OF OPERATION

In the State of Ohio, Vectren Source is currently providing retail natural gas service in the
Columbia Gas of Ohio, Dominion East Ohio, Duke Energy Ohio, and Vectren Energy
Delivery of Ohio service territories. In September 2002, Vectren Source initiated
competitive retail gas supply services in the State of Indiana pursuant to approval by the
Northern Indiana Public Service Company. Further, in December 2003 the Pennsylvania
Puablic Utility Commission granted a license to furnish compctmvc natural gas supply
services within the Columbia Gas of Pennsylvania Service Temtory Most recently, in
2005 Vectren Source was certificated by the New York Public Service Commission and
began serving residential and small commercial customers in the National Grid and
National Fuel Gas service territories.

Through this Application, Vectren Source seeks approval to make eleciricity sales to
retail customers in Qhio.

' In July 2004, Vectren Source was certificated by the Georgia Public Service Commission and began
serving residential and small commercial customers in the Atlanta Gas L:ght Company ferritory.. Vectren
Source sold its book 'of Georgia customers in 2008 and is no longer active in that market.

i
|
i

[C30958:2 } ‘
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EXHIBIT B-2

EXPERIENCE AND PLANS

Vectren Source first entered the Columbia Gas of Ohio CHOICE program as a marketer
in the fourth quarter of 2001 and has executed a number of campaigns since in the
Columbia Gas of Ohio, Dominion East Ohio, Duke Energy Ohio and Vectren Energy
Delivery of Ohio sarvice territories. Vectren Source plans to continue acquisition and
retention efforts in gach of these service territories as part of its business model. Vectren
Source has also papticipated in the standard service offer and standard choice offer
auctions for Ohio local distribution companies.

Vectren Source intends to launch in 2011 electric service to Ohio retail access customers.

Vectren Source will utilize customer acquisition efforts similar to those used
for service to natural gas retail access customers. Vectren Source will utilize utility
consolidated billing in the territories of the electric distribution utilities in which it serves
Ohio retail customers.

Vectren Source will respond to customer inquiries and complaints from its retail electric
customers in a manner consistent with its proven response protocols to customer inquiries
and complaints from its retail natural gas customers and in compliance with Chapter
4901:1-21, Ohio Administrative Code. Specifically, normal customer service hours are
Monday through Friday, 8 AM — 6 PM, Eastern Standard Time. When customer
concerns are received at Vectren Source’s Customer Care center, the issue is researched
to determine all factors influencing the concern. Once the factors involved in the issue
are established, contact with the customer is made in an attemnpt to reach an amicable
resolution. If a public agency is involved in the dispute resolution process, once an
investigation is complete, the agency is notified of the results and, assuming concurrence,
the matter is closed. If the customer disputes the investigation report, Vectren Source
wiil inform the customer that PUCOQO StafY is available to mediate complaints.

Vectren Source wi11 leverage its significant natural gas contracting experience in its retail
electricity efforts.

1C30958:2 )
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EXHIBIT B-3

SUMMARY OF EXPERIENCE

Vectren Source has:provided natural gas services to Ohio customers since December
2001. Vectren Source has marketed and acquired customers in Dominion East Ohio,
Columbia Gas of Ohito, Duke Energy Ohio and Vectren Energy Delivery of Ohio service
territories. Vectren Source currently serves in excess of,227,000 residential and small
commercial customers in these Ohio service territories. From the inception of retail
activities in the fourth quarter of 2001 through calendar year 2010, the volume of gas
supplied to these consumers has been approximately 88.6 bef. As described in Exhibit
B-2, Vectren Source will utilize its extensive experience serving retail natural gas
customers when serving retail electric customers.

{C30958:2 1
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EXHIBIT B-4
ENVIRONMENTAL DISCLOSURE

Vectren Source willipurchase power in the wholesale market and therefore the generation
resource mix and environmental characteristics of the power Vectren Source will provide
is unknown. However, Vectren Source is aware that PJM Interconnection, LLC ("PJIM")
provides periodic generation mix updates at hitp://www.pjm-eis.com/reporis-and-
news/public-reportsjaspx (under PJM Systern Mix) and that the Midwest ISO("MISO")
provides simifar information at http:/fwww.mrets.net/index.asp

{C30958:2 )
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EXHIBIT B-5

DISCLOSURE OF LIABILITIES AND INVESTIGATIONS

Not Applicable.

[C30958:2
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EXHIBIT C-1

ANNUAL REPORTS

Vectren Source does not produce Annual Reports. Therefore, the two most recent
Annual Reports for Vectren Corp. accompany this Application.

{C30958:2 }
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Q 2 VECTREN

| Live Smart

2009 Annual Report and Form 10-K

Live Smart
Using Energy WiSer
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Veciren At A Glance

Vectren Corporation is an energy holding company heodquertered in Evansville, Ind. Our nonutility
operations provide energy ond energy-reloted services to customers throughout the Midwest, Southeast
ond East Coust and support our care utility operations of gas and electric services.

Utility Operations

NATURAL GAS: ‘
Yectren North ‘ Vectren Energy Delivery’s notural gas disiribution businesses provide natural
Vectren South | gas service to nearly one million customers in adjoining service territories
Vectren Energy Delivery of Ohio ™ \ that cover nearly two-thirds of indiana and west ceniral Ohio.

|

1
ELECTRIC: !
Vectren South 1

Vectren Energy Delivery’s electric fransmission and distribution services provide
; electricity to more than 140,000 customers in southwestern Indiona. Power to
meet the needs of customers is generated by five coal-fired units (1,000 MW,
! six peaking turbines {295 MW} and a renewable londfiil gas furbine (3 MW).
! Power purchose agreements thai include up to 80 MW of wind energy

i provide additional capacity.

Y
= ~ - Nonutility Operations

ENERGY MARKETING & SERVICES:
Praliance Energy ‘

Proliance’s primary businesses include gas marketing, gas partfolio optimization,
and other portfalio and energy maonagement services which are provided to

a broad range of munidipalities, utilities, indusirlal cperations, schools and
healthcare institutions located throughout the Midwest and Southeast. Proliance
also owns and develops midstream gas infrastructure,

Yectren Source Source provides natural gas ond other related products and services m the

|
!
!
% Midwest and Northeast 1o nearly 190,000 residential and commerdial customers.
i

COAL MINING: L

Yeciren Fuels 1 . Fueis mines and sells coal to Vactren's utility opercations and 1o other third parties

-~ from its existing underground mine, Prosperity, and its new underground mine,
Oaktown 1, which began production in early 2010, An additlonal underground
mine, Caktown 2, is scheduled to begin production in 2011,

Miller Pipeline Miller provides underground pipeline construction and repair services for

natural gas, water and wastewater utilities.
Energy Systems Group ESG provides energy-saving performance contracting by designing facility
improvements that pay for themselves from energy savings and operational
improvements. ESG alse designs, consiructs, manages and owns renewable
energy projects.

1
—
ENERGY INFRASTRUCTURE ssuvndiEs: '
i
|
|
!
i
|
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Einq__n#iq_! and QOperating Highlights

Year endéd Decembet 31,

in millions, except per share amounts 20090 2008 o 2007 l
Net income ‘. $ 1331 $1290 c $143l S
Return on average common thareholdars’ equity (ROE) 9.7% 'i 00% - NS%%
Shares outstanding et year-gnd 81.1 ~_.Bi‘-d T 76=3- ’
Average shares cutstanding ifor basle earnings BO.7 783 759 . .
Per Commeon Share ‘ .
Basic earnings 3 $ 155 $165 § 189
Dividends paid $ 145 %13 s
Annual dividend rate af yed-end $ 136 $134 0 $130
Book value : $1723 - 81649 1807 . o
Market price at year-end ) $24.68 ’ 32501 _ $2901 -
{1} Includes an $11.9 million, ar $C.15 plrisfure, oftertax charge related to o Prolicnce Enargy vnstmant in Liberty Gai Starage, LLC.i . - S = -
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Letter To Shdreholderé:

A year ago, we introduced Live Smart, a new brand
promise to help our customers reduce thelr energy
usage and related costs, lower our own energy
consumption and increase our efforts in conservation
and sustainability. And taday, it is needed more

than ever, In 2009, we remaihed a champion of that
philosophy in both our utility and nonutility businesses.
We launched our high-efficiency nofurol gos applionce
rebate program in Ohio, partnerad with subsidiary
Energy Systems Group {ESG) to bring online our electric
utility’s first 100-percent-owned renewable electric-
generation project ond begah recycling nearly all of
cur electric utility’s coal ash,

In living smart and working smart, we made the best

of a difficult year. The economic downturn had us
focused even mere on fiscal responsibility, and we
aggressively managed operating costs and tightened
capital dollars to ensure wa met both shareholder and
customer expectations. The regession dompened utifity
performance with reduced indbstrial demand, decreased
excess power sales and lower residential load. Our
nonutility companies were also negotively impacted by
the economy. However, there were bright spots in both
our utility and nonutility operations that helped boest our
2009 financial performence, ds well as many posifives
that are setting the stage for o solid 2010,

2009 Financial Resulis

Overali, we were pleased with our 2009 results.
Reported net income was $133.1 million, or $1.65 per
share, compared 10 2008 results of $129.0 million, or
$1.65 per share. These results include an $11.9 million
after-tax charge related to oy investment by Prollance
Energy [Proliance} in Liberty Gas Storage, LLC (Liberty).
Excluding the Liberty charge, 2009 eamings were
$145.0 million, or $1.80 per shore.

Yectren's 2009 utility eamings were $107.4 million,
compared to $111.1 million in 2008. The $3.7 million
decrecse reflacts lower large customer usage and lower
wholesale power sales — both results of the recession —
mild cooling weather and an idcrease in deprediation
expense associated with rate base growth. Offsetting

2 Vectren 2009

these declines were increased ravenves associated
with regulatory initiatives, lower operoting expenses
ond some return in the market valves associated with
investments related to benefit plans.

Vectren's 2009 nonutility ecrnings, excluding the
Liberty charge, were $37.7 million, compared to $18.9
milfion in 2008, The improvement of $18.8 million year-
over-year primarily reflects a $15.4 million increase in
earnings from our primary nonulility operations: Energy
Marketing and Services, Coal Mining and Energy
Infrastructure Services. The largest contributor to the
increase was Coal Mining operations, in which results
improved to $13.4 million, an $18.0 million increase
over the prior year, primarily from new contract pricing
effective Jan. 1, 200%9. These higher revenues were
pariially offset by increased costs per ton and lower
sales volumes due to the recession,

Vectren's Utilities

Natural Gas

The backbone of oyr company, oyr utilities, began
2009 by receiving approval for a rate increase and
a straight-fixed-varigble rate design in Vectren's
Ohio service territory. The approvol of this rate
design, which moves more volumetric charges into

a fixed monthly rate, was pivotal in launching our
customer energy effictency programs, coliectively
known as Conservation Connection, to our Ohio
residential and small commercial custemers in April.
The new programs ended 2009 having provided
more than 3,900 rebates and energy saving
measures to Ohio customers.

In Indiana, the natural gas Conservation Connection
inifiatives continued thelr strong perfermance. Now
mare than three years old, roughly 51,000 rebates
have been issved through cur energy efflciency
programs. Collectively, customers have saved more than
8.0 million therms, or $9.0 miilion, bused on average
retail rates. These programs remain on track to reduce
anrual demand by 6.8 millien therms by the conclusion
of the fifth year, which is the equivalent energy needed
1o heot nearly 8,000 homes each year.
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In September 2009, the Conservation Connection
contact center, which became |operational in December
2006 and provides customers| with direct aocess fo
energy efficiency experts by felephone, hit the
50,000-call milestone. In addition, the online energy
audit tool ended 2009 having had more than 250,000
customers ciccessing the web-based resource since its
debut in late 2006. These tools and resources have given
customers the ossistance needed to understand their
role in managing energy costs and lowering their bills.

Home weatherization programs, which in 2009 recelved
millions of dollars in federal stimulus funds, continue

to be a priority of both states fo help customers

break the cycle of high energy costs. In Ohio, our
Project TEEM {Teaching Energy Efficiency Measures)
pregram has weatherized netu 2,300 homes since
2005 and has proven to demanstrate energy savings
between 20 percent and 25 pjercent. fn Indiana,

Veciren”s energy efficiency progranfn, collectivaly known s
Conservation Cannecton, offer imm;rivu, tooks and Jips fo Vectran's
nearly ene million rafuref ges mmﬁefs and seon fo its 140,000
electric customars 10 help them manage their energy cosis. For -
example, in the winter it !t recommended that cusiomers reverse
the flow of cefling fons to force wnrm air down into the room,

similar weatherization programs administered by local
community action agencies, when coupled with aur own
targeted weatherization program, further help our
customers manage their energy costs over the long term.

Eleckric

The end of the year brought our request to adjust .
electric base rates for the Veciren South service

territory. We certainly recognize this Is o challenging

economy in which to seek a rate increase, and we

worked diligently to minimize the rate impact. At the

same time, the need to altract capital 1o provide the

service our customers require remains critical. The filing,

which was driven by the need to provide a falr retyrn

on Investments of more than $325 million in the past

three years, will likely conclude in late 2010,

The electric rate case also Includes o request for
decoupled rates thot will atlow us ta implement

61
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the sume partnership that heis been formed with
customers on the natural gas/side of the business

to effectively lower consumption. Although we

had previously requested dekoupled rates in an
independent filing in early 2009, the Indiana Utility
Regulatory Commission {IJURC) concluded that we
should seek decoupled rmes‘\qs part of a general
rate case. At the same time, the IURC officlally
approved o core set of ener%y efficiency programs
for Indiana's electric utilities to be administered on o
siatewlde level, as well as o L'aei of non-core programs
that will be administered by Necrren. Therefore, we
pian to launch the Conservatﬁan Connection initictive
on the electric side of the bukiness this summar o
market the non-core programs. Initial offerings will
include recycling programs for outdated appliances
such as refrigerators, freezer{s and window air

4 Vectren 2009

ionger just o chioica. 1 s a woy of fife.

conditioners, as well as Incentives for energy efficient
new home and commercial building construction.

While helping customers practice energy efficiency,

we also remain focused on enhancing the effidency of
our current genaration units. We recently concluded

the installation of a dense padk, o turbine efficency
enhancement technalegy, on our Warrick 4 generation
unit. in addition, as part of our electric rate cose, we
included o plon to install dense pack technology on two
units at our A.B. Brown power plant in Posey County, Ind.
This $35-million project, which will be completed in iwo
phaoses over 2012 and 2013, will enhonce the efficency
of aur existing equipment and further delay the need for
addifional generation. By improving the efficiency, we
should be able to use less coal ond reduce these units’
emissions, including carbon, by up to § percent.

Whether it is a residential on-site energy audif provided by Veciren Source’s
GraenSireel program or o commarciol energy efficiency review provided by
Encrgy Systerns Group, Veclren's nonulilify businesses ors finding ways fo meet

cusfomers’ energy conservation ond sfficiency inifiafives. Being “green” is no
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Sustainabitity

We're quite proud of Vectren's continued progress in
sustalnability and environmental stewardship. Our most
recent emissions-cantrol proieti:f, the Warrick 4 scrubber,
which came online very early ﬁn 2009, concludes tatal
investments of more than $410 million over the past
several years. As a result, Ve&ren’s generation fleet
is now 100 percent scrubbed for sulfur dioxide, 90
percent controlled for ni‘I’rDQEIil oxide and substantially
controlled for particulate matter and a significant
portion of mercury. This sefs u$ apart from many other
eleciric utilities in Indiona as we are part of only 35
percent of Indiana's generatian expected lo meet all
the proposed air pollutant limits to be finalized in 2011.
These investments make Vec?rin's generation fleet one
of the cleanest in the Midwest| and directly improve the
air quality for our communitie‘;a.

|
Two other key projects came c:#nline in 2009 that further
exemplify our focus on susmininbility. In July, we cut
the ribbon on the Blackfoot Clean Energy Facllity in
southwestern Indiana. This langifill-gas-to-electricity
effort, which is Vectren Energ\f Delivery's first renewable
energy plant, provides enoug+ electricity to power
more than 2,000 homes annuglly for 20 years by using
methane harnessed from decﬁmposing trash to power
two 1.6 megawatt (MW} turbines. This project, dane
in partnership with Veolia Environmental Services, was
spearheaded by our wholly ofﬁned subsidiary, ESG,
which also hes helped design similar plants across the
country that gather landfill methane and turn it into
useable natural gas. i-

Furthermore, the second phas{li of Fowler Ridge, a
Benton County, Ind., wind farm through which we have
a 50 MW wind power purchi:e agreement, began
generating electricity in late 2009. These projects,
combined with another 30 MW wind power purchase
agreement, allow our elecir\crtnmty to meet nearly
5 percent of our customers’ energy needs with a
renewable energy portfolio of almost 85 MW,

|

Anocther “green” project, whicqi recently became fully
operational, represents o unic{ue coal ash recycling
venture. The $20 million-plus investment will send up

to 200,000 tons of fly ash per year 1o Geocycle US,
a wholly owned subsidiary of Holcim (US) Inc,, for use
in cement manufacturing. The storage and conveyor
system allows us to lood nearly all of the fly ash
produced at our Culley and Brown plants on barges
cnd send 1t to the Geocycle facility in Missouri rather
thar placing it in local ash ponds.

Veciren's Nonutitity Camponies

Our nonutility group continues to focus its efforts on
providing products and servicas closely reloted to ouwr
care ufility operations. Proudly, we can say that the
maijority of our operating companies are homegrown.

Energy Marketing and Services

The Energy Marketing and Services segment provides
quality energy manogement praducts and services

to end-use customers — Proliance to industrial ond
institutional customers, and Source to residential and
small commercial end-users. The difficult economic
conditions, which triggered lower energy demand
across the country and caused notural gas prices to be
less velatile than in recent years, negatively impacted
ProLionce's 2009 performonce, However, the company
rebounded sofidly toward the end of the year, and,
thus far, is off to a good stort In 201b with the help of
improved seasonal storage spreads.

Proliance continues to add naw services, morg
analytical tools and assistance to customers in areas
such as helping them undersiand and report their
carbon footprint. These services helped Prolionce
retain 96 percent of iks customers in 2009 ~ 4 percent
better than the prior year — and have further acided in
increasing total customer count, which grew nearly 10
percent to almost 1,600 customers. As a testament to its
commitment to customers, Proliance was recently ranked
third out of 37 companies in the 2009 annual Mastee
Survey, which is the leading customer sarvice survey in
the gas marketing inclusiry.

Logging o record year from a financiol performance
standpoint, Source added nearly 20,000 new custamers
in 2009, more than a 10 percent increase, through
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focused marketing and expanded resources and
capabiiities. In addition, Source isuccessfully bid In
January 2010 to manage a porfion of Ohio natural

gus customers through Vectren ﬁnergy Delivery of
Ohic's (VEDO) standard choice kervice auction, which is
related to VEDQ's process of exiiﬁng from the business
of buying natural gas for its customers. The demand
from this group of customers Is dquivalent to selling
natural gas directly to more thuh 30,000 customers and
allows Source to further bulld relationships directly with

end-use customers.

Source has also launched o gilét program in the
greater Cleveland, Chio, orea Fhﬂf markets a
residential energy conservation service colled
GreenSireet Solutions. GreenStreet’s professionally
trained energy advisors audit energy use in residential
settings, propose solutions, proﬂde investment/cost
savings anolysis and help implément the upgrades.

If proven successful in Clevelang, the service may be
intfraduced ta other markets.

Coual Mining

Last year proved to be a very challenging year for
Vectren Fuels, the operating company in our Coal
Mining segment, and the coal mining industry as a
whole, as customers’ coal inventgries grew substantially
due to the reduced need for coal by utilities and other
energy-consuming customers. Alfhough the company
did not reach 2009 expectations, Fuels charted record
earnings fostered by new coMrdcf pricing effective
Jan, 1, 2009.

An efficient construction effort at the Oaldtown Mine 1
prepared it for production in the latter part of 2009;
however, the unfavorable market conditions prompted
us to postpone its opening until the first part of 2010. In
February 2010, we loaded the first rail cars with coat
for delivery to Vectren Power Supply and a prospeciive
customer, While we await an ecbnomic rebound that
should stimulate coal demand, ¢dnstruction remains
underway on Oaktown Mine 2, which is set to open In
early 2011, Furthermore, we continue diologue with
local and regional customers to Hielp secure future
demand for Oaktown cosl.

6 Vectren 2009 |

Energy Infrastructure Services

Miller, our underground pipeline construction ond
repair company, saw profitability hindered by the
downturn in the economy as its customers, mostly public
utilities across the Midwest, East Coast and South, were
forced to tighten capital expenditure budgets. To help
improve financial results, Miller Is working to improve
productivity, cantinuing to expand geographically and
adding new customers.

On the positive side, bore steel and cast iron
replacement programs confinue to receive regulatory
support in many states, and several current customers
have announced such replacement programs. Long term,
Miller foresees opportunities from the construction of
gathering systems and pipeline interconnects that will
support the transportation of shale gos. Furthermare,
tocol municipals receiving federal stimulus money should
continue to benefit Miller's Municipal Services division,
which provides trenchless waste water and sewer system
rahabilitation using several state-of-the-art technologies.

To promote growth, Milier has successfully acquired
five small, regional pipeline construction companies
over the past four years that have ailowed the
company to gain a foothold in select markets and
expand the scope of operaiions.

ESG, our performance candracting and renewable energy
project group, had record 2009 earnings that were driven
by growth In performance contracting focused on energy
efficiency and renewable enargy constiuction, ESG began
2010 with a backlog of $70 million and has a full pipeline
of potential projects 1o be developed thraughout the

year. ESG is continuing to develop a program to partner
directly with local utilities fo become their conservation
and renewable energy contractor. This program is a direct
result of ESG's work with utilities as their subcontractar
vnder the federal "area-wide" contracting mechanism

1o develop energy conservation projects at government
facilities located within their territories. Currently, ESG is
exploring more opportunities to develop and manage
renewable energy projects. These innovadive ventures
continue to be in high demand as the nation moves toward
o potential renewable energy mandate,

64



Vectren's Outlook

Going forward, it's evident thf!:t energy prices will
continue to be a challenge for the Midwest and the
nation given the need for anr{‘:s‘frudure upgrades, new
electric fransmission and clearﬁ generation, as well as
the potential for o climate change bill that will lead
toward a carbon-constrained world. While we're
optimistic a new domestic source of natural gas — shale
gas ~ can help keep prices ati moderate levels, we still
believe that the absence of a/full-fledged national
energy policy may lead to nu{turcﬂ gas, as a result of its
tesser carbon output, being 1hk only short-term solution
to meet demand, especially when it comes to electric
generation. This outcome will put increased pressure on
natural gos and likely force ehergy prices 1o rise,

At the same time, we feel confident that these very
challenges can become opporhunlﬁes for Vectren and
our subsidiaries. On the utility|side, decoupled rates
allow us to strongly encourage energy efficiency as

the most effective way to redyce energy costs. This
concentrated focus on finding ;wuys to reduce energy
consumption will further positively impact our nonutility
companies Proliance, Source il;md ESG, all of which
offer comprehansive programb to manage energy costs.
And we're confident both Millér and ESG will benefit
from continued stimulus progrdm support. Clearly, alt
of these activities support our‘philosophy of developing
o strong utility core with supportive nonutility products

and services. |
|
Last December marked the 5Q1h consecutive year that
Vectren and its predecessars ﬁave increvsed the annual
dividends paid. For many utility shareholders, relioble
dividends provide o much neeHed source of income.
Regrettably, the current 15 pelrcent dividend tax rate is
set to expire at the end of 2010. Therefore, we encourage
you to visit hﬂp://www.defendr}lydivldend.m'g o let your
members of Congress know how important extending the
current dividend tax rate is to )rou

Before we close, we need o g|ve recognition to John
Dunn and Rick Rechter as boih! will retire from the
Vectren Board of Diredlors at 1ihis year's annual meeting,

i

Their profound vision, proven business leadership and
sound guidance have been instrumental to Vectren’s
success, und we extend a sincere thank you for their
invaluable service and best wishes in retirement.

More than 10 years age, two quality Indiana utilities
committed to form a more diverse energy company,
and on March 31, 2010, we will celebrate a decade of
Vectren. Now, we can look back and say the foundation
that was laid then has put us in a position to continue
previding safe and reliable energy service to more
than one million utility customers and:io expand our
Midwest nonutility footprint 1o Include the Southeast and
East Coast. Mareover, our ability to adapt readily in
the ever-changing energy industry and cur Live Smeri
approach to partnering with customers to use energy
wisely will help us become stronger during the recession
recovery and continue to be one of the Midwest'’s
leading energy companies.

M gt

Niel C. Elerbrook
Chalrman & CEC
Vectren Corporation

Can? .

Carl L. Chapman
President & CQO
Vectren Corporation

February 26, 2010

Veciren 2009 7
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Letter From The Chm‘ man: -

On Feb. 3, 2010, | announced my retiremers from Vectren Cotpormlon effechve May 31 201 0 (W"hﬂel
am extremely proud of what has heen accmnphshed af Vecfren. it is time for e to siep qsidﬁ and let the
next generation of leadership take dver. Ten years g long time 1o serve o5 & publ:c compuny CED, ond 1

strongly believe that the cofnpuny ond oll of its stakeholders will benefit from new ideas ond new erlergy

hos the experience and wisdom to carry on the: uompuny s success.

During my tenure, I've witne, me tronsformaﬂm of ?ha utility regulafory pamdlgm ihwugﬂ 1he
implementation of o new ra}e structure for Hoosiers and our Ohio customers thut fosters energy ef'ﬁclency
and helps customers both fower their bills and conserve pracious energy resources. {'ve watched us invest
nearly a haif-billion dollors jnto emissions control equipment that has dmmuﬁcuily impmved 1he air qualify

opening a new heudqunrreés hulldmg In Evunsv!"e to fur!her sdﬂdify our presence as one of a few pubhc!y
troded componies in indmncin : - Do

in supporting anpual rradiﬂc#ns like the Vactren Dayton Alr Show. | belleve in serving os a key purfner

in ushering in new businesses like Honda In Greensburg, Ind., or spemheod’ng mmmumty support of o
much-needed city project like the Children’s ‘Museum of Evansville. Whether it bé giv!ng boek fo mnproﬁt
organizations through the Vectren Foundation, supparfing economic development 'I‘hrough humbn and’

culture has adopted the phi

phy of investing In eur commumlies ~for the long ierm ; ‘_ : FICHRIR

| .
It was hard work and, of coJ;rse, o Ilﬂie bit of fuck tlwi Ied me 1o be the chuiman o CEO uf such a -
wonderful company. | am grateful 1o those who hove served on Vectren's Bcurd of. Dlteciors oirer fhe yeors
whose guidance and sound Lnsdom have helped keap Veciren and me on the path of success.: W was. with
graal sadness that we lost nL'&e of those directors, Dick Shymanski, who passed oway enrller ﬂ'ns yanr ond
who ployed o key leqdershi‘p role for Vectren hefore refiring from the board in 2009 ‘

In closing, | must admif if is diff‘ cuft for me fo siep'déwn‘ from what has
literally been my life’s work ~I will miss the dmly interactions with our
employees, the challenges that seem fo come with Increasing speed In
the energy industry and ﬂ':e!oppormmtnes to lead’ chcmge for shis fine
company. | will continue to serve as chafrman of ihe board but now look
forward to supporting Carl Chupmon ond the entire Yectran feam in
achieving continued prospeﬁity for the company and its stakeholders.

I thank you for your investment in Vectren, which, in some way, was an
investment in me, | om so vefy provd and upprematlve of my nme wilh
this great company and s e'rnployees -

A/K//W

tiel C. Ellerbrook }
Chairman and Chief Execuﬂ{le Ofﬂcar -

{ am very pleased and hom#fed 15 furn over the reigns to Carl Chapman, o iongﬂme trusted‘ coﬁeugue who

of southwestern indiana, th pluce we call home. And, I've helpad Veciren daapen fts roots in fhe Midwest by -

As | reflect on 3Q years ot erciren, I om most proud of our cornmnfmem to the communiﬁes we: serve I bahe‘m Tl
in contributing fo charifies like the United Wuy and fostering a culture of employee valurﬂeeﬂsm ! be!:eve R

%
}
f
B Vectren 2009 I

financial resources or walking the talk when it comes to our efforts in environmental sl'ewardsh]p, The Vectren o SR
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Shareholder InformutioL :

1
)

Vectren comman stock is traded on the Mew Yerk Stack Exchange under
the symbel “YVC." As of December 31, 2m9, thera were 81.1 milion

shares outstanding, which were held by 9,430 reglsrered shareholders,

A

Vectren's 2010 Annuol Meeting wﬁl be held at 10 a.m. (Central Daylight
Time), Wednesday, May 19, 2010, at Vecl("en's corporate headguarters.
Shareholders of record s of the close of q‘usfness on Mareh 17, 2010,
will be eligible to vote at the mesting. A live audie webcast will also be
avgilable ot vectren.com. !

" |
Wells Fargo Sharaowner Services serves ﬂ‘F the transfer agent and
registrar for Vectren common stock and can assist whh a varlary of stock-
related matters, including name and addrdss changas, transfer of stock
ownership, lost certificates, dividend payments and relnvestment and
Form 109%s. Inguiries shouvld be direciad ig:

Walls Fargo Shareowner Services

PO Box 64854

5. Paul, MN 55164-0854

Telephone: (B66) 614-9636 .
To contact Walls Farge via the Internet, go jia

www.wellsfargo.com/contactshareownersetvices

Registered shareholders con aceess account information online ot
veciren.com under Investor Relations or may contoct Vectren directly at:

Shareholder Services
Jason E, Laughton

Tel: (800) 227-8625
E-mail: vvcir@vectren.com

& B :
Cash dividends of Yectren commen stack are considered quarterly by the
board of direcrors for payment an the first business day of Mareh, June,
Seplember and December, Veciren and Its predecassars have increased
annyal dividends paid for 50 consecutive ﬂeurs.

Dividends may be deposited directly Into d shareholder’s bank oecount,
which cllows for timely and canvenient delivary of funds on payment
date. To anroll in direct deposh, contact Wells Fargo.

Piisnd Reineay
Registered shareholders of Yectren Corporation can relnvest dividends
and purchase additional Vectren stock without having to pay broksrage
cammissions or service charges through Yediren's Automatic Dividend
Rainvestment and Stock Purchagse Plan {DRIP). New investors wishing to

participate In the DRIP may make an initial purchase of $500 or more
directly through Vedren withoul baving to Ruy brokarage commissions
or may transfar a minimum of one share from o brokerage account to a
registered account at Wells Farge.

A copy of the prospectus and enrollment form can be found ar
vectren.com under Investor Relatlons. To redelve a copy via mall, pleasa
contact Wells Fargo. :

Deloitte & Touche, LLP

Information pertaining to Vaciren's corporate govamance including
corparate gavernanca guidelines, code of condud; cherters and reports for
the commitieas of the board of directors and insicier transactions, ameng
other documents, can be found e veciren.com vnder Investor Reletions.

Sha ders u other interested parties may canfldentiatly
communicate directly with the Lead Director, Chair of the Audii
Committes or the non-employee directors s o group by writing to:

Lead Director / Audit Commirtee Chair / Mon-Empioyes Directors
Vectren Corp

P.O. Box 3144

Evansvitle, Indiano 47731-3144

indianapolis, Indiana

Institutional investors and securities analysts should diract inquiries te:

Stevan M. Schain

Vice Prasident, Invastor Relatlons
Tel: (812) 491-4209

E-mail: sschein@vectren.com

The Investor Relations section of vectren.com pravides Instant access ta
the latest news releases and histerical orchives of ennual reports, SEC
filings, financial presentations and much more.

A poper copy of the Vectren Corporation and/or Yectren Lhility Holdings,
Ine., 2009 Annual Report on Form 10-K to fise Secwitles and Exchange
Commission (excluding exhlblts) may ke obtained by shareho!ders frea of
charge by written requesl to Steven M, Schein, V.P,, Investor RelaHons, P.O.
Box 209, Evansviile, IN 47702; vio e-mall request to vvdirfveciren.com or
by calling (BOD) 227-85625.

Vectren has filed as exhibits to its Annval Report on Form 10-K for
the fisval year ended December 31, 2009, the certifications of iis
CEQ and CFQ required by Sectlon 302 and 906 of the Sarbunas-
Oxley Act of 2002, During 2009, Veciren submitted the Annwal CEQ
Certification required by Section 303A.12{q) of the Mew York Stock
Exchange Listed Company Manual,

This document may conain farward-looking statements, which are based
on management’s beliefs and assumptions that derive from informatien
currently known by management. Yectren wishes to covtion readers

that actual results could differ marerially frem those cantained in this
document. More detalled information about these factors Is set forth In
Vectren's fillngs with tha Securities and Exchange Commission, including
Vectren's 2009 annual repert ont Form 10-K filed an Februcry 26, 2010.

This document is for informotion purpases only and is not infended for use
in connection with ony solicitalion ta buy or self securities.
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VECTREN

Live Smart |

Corporale Headquarters
Vectren Corporation

One Yectren Square
Evansville, Indiana 47708
(812) 491-4000

www.vectren.com

b
Make Your Voice Heard. ; S S ,
Defend My Dividend is a national grassroots advoeacy campaign that gives utility
investors a powerful and unified vnicé with the: single mission of moking permanent the
current 15 percent dividend tax ratebeyond 2010; The campaign is sponsored by

various associations, orgonizations uﬁd companias with !he support of their members,
employees, refirees and shnrehalder$

Congress will saon decide whether tol make pérmunem'fha eurrent tax rote on dividend
income. Allowing it fo expire would negotively impoct milifons of Amerlccns who have
invested in uttlities for their steady and secure source of income. Wushlngl'nn needs to

hear from you along with cther.ulility sharehelders. “Together, ; we can moke o differencs.
For more information on how you conihelp profect your dlvldend inoorne, leuse wlstt
www.DefendMyDividend.org. j : :

Get Involved i ‘ ) i
The Indiana Utllity Shareholder Assodauan isa sharehaider-run organization focusod on .
state and natienal 1s3ues that specifically impact utility shdreholder valve, The WUSA will be -
holding meetings throughout the state, including the opporfunity to visit with state

leglslatars. To foin, visit www, Iusaonlm .org or call (866) 994-4872.

\
Help us Live Smart. RO S -
You con make o difference by agree g T recaive future ormual meeﬂng mu‘iennl _
electronicolly. This service soves on piinting ond mailing costs and reduces energy ond
natural resource consumption. Togeth r, we oll ::un make a differenca.

To elect electronic delivery, please njpdrk the elecﬁen on ywr proxy curd or .
electronic form of voting. |

|
|
\

3 * Wiacd Soiirc

FS(' .

@ Containg 10% pasi-consumer recyclad Mbar

This repari is prinked on F5C—ertified papermdewﬂhlﬂ%pwfm%%ﬁtuﬂwlmm L
the wead ond puln sad in the praduction procass are grewn, harwested and fi ta high
emdards. AR parts of e manufrciuring protess ars ouclitsd $o snswh achererez 1o thase sandards, Yacirén wges ”"fm -
The inks usad in e prining o his report cantain an awerage of 25%-15% vwoeiabis ol from plant desiwgtive, o 69
renswobla resowce. Thy replace pamoleuen inks o an oo dlie to redees volotile arganic compounds (VOT's).
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Live Smart

live smart

using energy wisely

70



Vectren At A Glance ‘

Yectren Corporation is an energy ﬁofding company headguartered in Evansville, Indiona. Qur

nonutility operations provide energy and energy-related services to customers throughout the

Midwest and Southeast and suppert our core utility operations of gas and electric services,

NATURAL GAS:
Vectren North

VYectren South i
Vectren Energy Delivery of Chio- |

ELECTRIC:

ENERGY MARKETING & ssmces a
Proliance Energy

Veciren Source

COAL MINING: ;
Vectren Fuels ‘

ENERGY INFRASTRUCTURE SEIIVIGES-

Mitter Pipeline o

Energy Systems Group

Table of Contents

s Vectren Enerqy Delivery s e!ectric transmission und distri ic
"L electricity 1o more than 140,000 customers in southwestern Indi

|
i
- Vectren South ;-- 1 kL
, -
i fired electric. generation: units l 1,000 MW) and six peokin
! e

supp[ememect with purchused power agreements the
provide the power fc me&t 'rhe needs of cusiomers. -

Prolionce’s primary businesses include gas murkehng, gas poﬂ'fo o
optimization, and other portfolic and energy management services S
which ore provided to a broad ronge of municipalities; utilities,’ industrial
operations, schoofs, and healthoare institutions located 1hmughout lhe Cn
Midwest and Southeast. . oo

Sour:e provides notural gas and other related products dnd servu:es in th S
Midwest and Northegst to more than 170,000 residential and commercml
customers. .

Fuels mines and sells coal fo Vectren's utility operations and to other'third parfies
from Hs underground mine (Prosperity} and surface mine (Cypress Creel). Fuels
plars to cpen two new underground mines [Oaktown 1 & 2) with produdion af .
the first one expected fo begin n mid-2009 ond ot rhe sécond one in 201 0 L

Miller. provsdes undarground pipeline construction qnd repatr sarvmes for
notural gas, wqfar and wastewdier cornpanies. ST

impravements that pay for themselves from energy sovingﬁ and operaﬂonul
improvements. ESG also designs, construcl's. manages und owns renewcbl"
energy projects. = - SIS

Financial Highlights ... e 2 Historical Finencial Review. 18

Letter o Shareholders 3 Performance Chart ne

Form 10-K i 9 Directors and Officers ..... 120
Management’s Discussion ond Analysis ........ 2% Shareholder Information, IBC
Financial Statements and Notes .pm.eecciionanns 61
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- Financial and Opérﬁii-

Year ended December 31,
In miflions, excapt per shore omeconts 2008 2007 E 2006 -
Net income ! £129.0 $143.1  $1088 -
Return on avercge common sharsholders’ equity (ROE) 10.0% N9% ° 2.4% .
Shares autstanding at year-end 81.0 763 R _
Average shares outstanding for boslc garnings 7B.3 758 757
Per Common Share o _
Basic ecrnings $ 165 ’ 5 1.89 $ r44 - '
Dividends pald $ L3 $ 1.27 %123
Annual dividend rate at year-end $ L34 $ 130 $ 126
Book value $16.69 - $167 41543
Market price at year-end $ 25.01 $29.01 = $2828
|
Basic Earnings Dividends Paid Market Price
Fer Share Pat Shere At Yeor-End
$200 $1.45 $a000
i 1.40
135

2 Vactren 2008
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'i
Letter To Shurehold(}rs%

Live Smart, Simple words that have endless meaning.

For Vectren, it’s the philosophy wie have adapted in our
parinership with custamers that promotes using energy
wisely in the uncertain fimes ahellpd. In 2008, we modifled
our mission stotement and expanded our energy efficiency
programs ond sustainability efforts to reflect this new
cooperative enyvironment. In addition, we officially changed

our brand to Live Smort.

This concept is spreading Ihrough:oui bath our utility and
nonutility businesses. Whether wé're providing an incentive
for @ residentiol customer to pur:ihase a high-efficiency water
heater, tapping an Indione landfill to harvest bio-fuel or
transitioning our energy delivery fleet to hybrid vehicles, our
goal is to become an industry ledder in helping customers
manage their energy usage as well as our own. This new
customer relationship will help us adapt 1o the ever-changing
energy business through innovuﬂvje regulatory solutions and
an evolving business model that Has helped us align our

interests with those of c!l our stakeholders.

2008 Financial Results

2008 was certainly a break-thro{;gh year from a customer
foeus standpoint; however, from ¢ financial perspective, we
encountered some challenges. Reporied 2008 net income
was §129.0 million, or $1.65 pern share, compared to 2007
results of $143.1 million, or $1.89 per share.

Yectren's 2008 utility earnings were $111.1 million,
compared to $1046.5 mitlion in 2007. The $4.6 million
increase was primarily due 1o a full year of base rate
changes in the Indiona service territories and Increased
earnings from wholesale power operations. Increases were
partially offset by increased operating costs associated with
mairtenance and reliability programs contemplated in the
hase rate cases and less fcworab‘e weather in 2008, Over
the last 18 months, Vectren has bﬁoughf to conclusion base
rate adjusiments in all of our service territaries, the most

recent being the Chio rate order approved in Janvary 2009,
Included in our natural gas rate orders are mechanisms that
allow Vectean to promote customer conservation efforts while
maintaining and improving system reliability. These orders
alse include new rate dasigns that provide a more stable

recovery of our fixad operating costs.

Vectren's 2008 nonutility earnings were $18.9 million,
compared to $37.0 million in 2007. Earnings from our
primary nonutillty operations, Energy Markeling ond Services,
Coal Mining and Energy infrostructure Services in 2008
were $24.8 million, compared to $33.7 milllon in 2007. Coa!
Mining operated at a loss, and results were approximately
$6.6 million lower than the prior yeor due primarily to

lower production and increased roofing structure costs as

a rasult of revised Mine Safety and Health Administration
regulatory guidelines thot necesshated dhanges to the mining
pian. Proliance Energy's (Prolionce) eamnings were $3.6
million lower than the priar year due to lower operating
resulls oy well as a reserve for a Federal Energy Reguledory
Commission matter pertaining to plpeline capacity release
policies. Prolicnce has taken the corrective actions needed to

assure that current and future transactions are in compliance.

The: results from the other primary nonutility operations
reflect record earnings from the performance contracting
and renewable energy construction aperations of Energy
Systems Group (ESG} and the retail gaé marketing
operations of Vectren Source. Miller Pipeline’s (Miller)
results were comparable to the prior year, which was a

record year for Miller.

Other nonwlility businesses are comprised of legacy
investments, including investments in commercial real
estate. As a result of the economy impacting commerciol
real estate values during 2008, the company recorded an
after-tax impairment charge of $5.2 millien associated
with these investments.

74
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Assisling Natural Gas Cuslqm*rs'

At the core of Live Smort are nafural gos rate structures that
align the interests of our utilities with those of our cusiomers
and allow us fo partner with lhein 1o use less notural gas
while providing the utilities an opportunity to eam o fair
return. Accompanying the rate desiga in Indiang are enargy
efficiency programs, knawn as Conservation Connection, that
have proven quite effective In reducing customers” anergy
costs. In fact, since the program's Incepiion in Decembar
20064, Veciren has contributed q"pproximataly $8.8 million
toward Indiana customers' energy efficiency efforts, which
are projecied to reduce their energy bitls in excess of

$30 million over the next 15 yeérs.

In Ohio, we have positioned sursetves ta duplicute the
successful Indlana effarts. lncludgd in our recent Ohio rate
order was the approval for the expenditure of up 1o $5
million anmually for custamer endigy efficiency progroms.

4 Vectren 2008

The programs, which will debut in April, include rebate
offerings on high-efficiency naturol gas opplionces for
residential customers and incentives for small business owners,
In addition, Yectren received authority 1o continue its bow-
income weatherization program, which provides free home
weatherizotion services 1o qualifying customers to help Jower
their natural gas hills.

Also, we agreaed to replace the decoupling mechanism in

our Ohio service terrifory with a straight fixed variable rate
design, which was implemented in February. After a cne-year
phase In periad, this rate structure will recover the company’s
fixed distribution cogts through a flat monthly customer charge
rathar than based on customers’ ysage. This allows Vectren

to promate ways to use less natural gas, which will kave the
greatest impact on reducing customers’ overall natural gos
bills since opproximately 70 percent of the bill represents the
commaodity cost of the gas.
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Ancther key Ohio initiative that 3begcm in 2008 was the
process of exiting the merchant function. When this multi-
year transition is fully upproveni by Ohio regulators, Vectren
will no longer buy natural gos fér any of its customers who
instecrd will purchase the gas commodity from a regulator-
approved list of suppliers. This v?ill provide customers more
pricing options and additional s@rvices through various
suppliers ond allow Veciren to fpcus on the safe and relioble
delivery of natural gus. |

Throughout both states in 2009, we will continue specific
programs to maintain and upgrdde our natwral gas delivery
infrastructure. These long-term, dupilul-iniensive projects are
vital to maintaining the safety agd reliability of Veciren’s
20,000-mile pipeline system. |

New Electric Landscape |
Cn the electric side, we cre worl&ing agygressively to
implement the same approach rd energy effidency. Worldng
with Indiana regulators, Vectren is pursuing an electric
decoupling mechanism thort will, fpst as n our gos business,
align our interests with thase of tﬂle customers {o promote
using less energy. A packoge of ?l'ebafe offerings and
efficient lighting initictives Is plm{ned fo ossist customers in
thelr efforis 10 be energy efﬁcfeﬂt and is projected to save
nearly 100,000 megawatt-hours {MWHh) over the inifial
three-year period. We're hopeful this regulatory process can
be successfully completed by summer 2009,

In addition to our efforts o pmrn#ﬂe efficient use of
electricity, we have begun ufilizln{;; local sources of renewshble
power. This past summer Vectren purchased 30 megawats
{MW} of generation from a Bemén County, Indiana, wind
farm; and in early 2009, we filed for regulatory opproval 1o
add another 50 MW from a neighboring Benton County wind

caliag windows
s. Cumnfatively, -
even these small adjustments can make o biy diffsrence. .

Installing programmable termostas.
and doors. Turaing off unused elechr

Vectren's utilities ure positianed 15 held cusiomers yse . :
energy wisely. ' -

farm. Also, our electric utility has received approval from
Indiana regulators to purchase o lecal project developed by
our subsidiary ESG that takes landfil methane and converts it
to electricity, and the utility is now In the process of finalizing

dve diligence.

Longer-term, we will continue our efforts to minimize cur
carbon footprint ond prepare ovr viilittes, especially

on the electric side, for potenilal carbon legislation.
Although there are many unknown variables surrounding
detolls and timelines of the anticipated legislation, we
are atready taking proactive steps to better nddress

the available epportunities for improvement within cur
company. Such efforts include investing in renewable
energy projects and vpgrades to boost the ganeration
efficiency of our steom turbines, which in turn will
require tha burning of less coal. Additionally, we have
the flexibility to modify the level of aur participation

in the whalasale power markets to reduce overall
emissions and reduce costs related to: complying with new
anvironmental regulations. We also ore analyzing various
impacts potential environmentcl legislation could have on

customers' gnergy bills,

Sustaindbility and Sofafy Efforts

Qur utifities have completed a numi:er of sustainability and
energy efficiency efforts of their own. We signed a 10-
year agreement in May fo provide up to 200,000 ons par
year of fly ash, a by-product of our cocl-fired generation,
to Geocyele US, a wholly owned subsidiary of Holclm {US)
Ine., for use in cement manufacturing starting in late 2009. To
support this agreement, Vectren has embarked on o major
project to construct storage, conveyor ond loading equipment
to transport fly ash from our generating stations by river
barges to Geocycle US's facility in Missouri,

Vectren 2008 5 76
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In January 2009, we introduced isix hybrid buckat trucks

to our fleet to help reduce fuel c%:sls ond lower our corbon
footprint in our eleciric service territory. Combined wtth other
hybrid vehicles ciready in Vecrran's fleet, we estimate cnnuai
savings of more then 13,000 ga:lons of fuel and reduced
carbon dioxide emissions of 110/1ons per year, which is
equivalent to removing 20 vehic!lbs from the rood.

These types of projects fit nuturqllly with our pledge 1o help
customers Live Smarf and use en*rgy wisely. We are daoing
the sume things we ore asking oyr customers to do, and we
are confident you will see many %ore efforts in the coming
years to help ensure the way we‘ operate our business aligns

with our mission. |

In 2008, Vectren recordad fhe b‘Ps‘f overcll safety

record in its history, improving ugon the company’s 2007
performance when Veclren's Occiupoﬁonu! Safety and Health
Administration recordable incidelhce rate wos best-in-dass
compared to peers by the Amer#an Gas Association. Our
employees have worked hard mEﬁnd the right combination
of safety awaoreness and accoun.‘a bility to make for a safe
wark environment, What we have discovered is that there is
no magic formule to Improve our safety record but rather a
continuous process of keeping safety at the forefrant of our
business every day — not an nﬁd:rthoughi.

Helping Nonutility Custamars l
Nao less important fo cur customer energy effidency efforts are
had cnother successful -

year in both the performonce comlh'ucilng areno os welt osin
|

Veciren's nonutility subsidiaries. E

its progress in creafing innovative renewable energy projects.
The company signed @ number of performance confracts ta

help various government, nonpmﬂf ond education institutions
dramaticelly eut energy costs end ultimately reduce their
collective carbon footprints lhruugﬁl fadility upgrades and energy

effidency overhauks. Examples indude o $21-million effort with
the University of Arkansas to overhaul 56 buildings throughout its
Fayetieville compus and o $17-million partership with the U.S,
MNavy 1o renovale seven noval stations, :

On the renewable energy front, ESG hes constructed and

is operating the first bio-fuel genermed power source in
southwestern Indiana, which is being sold to Vectren’s utility.
Located of the Veolio Environmenta] Services landfill in Pike
County, this 3.2 MW sustainability project will power up to
2,000 homes and by capturing the fondfil} gos will provide
an environmental benefit equivalent to planting 27,000
acres of farest. ESG also owns and opérates a landfill
project in Johnson City, Tennessee, and is designing, building
and will operate a project just outside Atlanta, Georgia.
Both of these projects convert landfili methane to higher
quality naturel gas thot then can be used by local customers.

On the natural gas management side, Vectren's subsidiary,
Prolinnce, provides services fo a broad ronge of municipalities,
utilities, industrial and commercicl operations, schools and
healthcare institutions throughout the Midwest and Southeast
that offer ways to help clients manage their energy costs. For
example, customers wanling ossistance in mitigating the price
risk associated with buying notural gas can participate in an
aggregate price management program, in which Proliance
helps manage gas supply and price volatility.

Proliance also provides energy audits 1o customers who

wish 1o reduce their energy consumption, Energy auditors
thoroughty examine the dient's facility 19 determine how
energy is being vsed and moke recommendations for changes
that con be made to improve energy efﬁciendes. Through the
use of manitoring equipment, customers have the abiltty to
benchmark the before-ond-after effects of implementing the

suggested changes.
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fallen to levels not seen since early 2001, energy bills will
continue to be o burden, especially o those households
that are managing job losses or other financial hardships.
For customers who are facing tthe challenges, we have
encouraged them to contact us, sb we may assist with
number of tools and resources foéhelp reduce their enargy

consvmption and manage costs, !

While the economic environment ohead is uncertain, Vectren’s
core utility business provides a solid foundation for long-
term grewth. Over time, needed jnfrostructure investments,
comblned with significant cost comtrols, will continue to be key
drivers of utility results. Future nanutility results should have
numeraus opportunities for improvement, New, higher, market
priced ¢oal contracts and additidnal production from the new
Ooktown mines and from the recbnfiguration ot Prosperity
mine will boost resuits at Fuels, Pnl‘oLiance is pasitioned to
optimize orbitrage opporiuniﬁes}creuted by price differences
across its storage assets and varipus pipelines. The Americon
Recovery and Reinvestment Act should provide for the
investment of billions of dollars i utility infrastructure, energy
efficiency and renewable energyli projects that will benefit
Miller and ESG.

Given the uncertainty of the econ$mlc downturn, we have
inifiated aggressive cost-cutting nﬂeasures to manage our
operating ond mointenance expeﬁses. Access to future copital
markets is unclear, and for now, wi have reduced the number
of planned copital projects. Howeiiver, we have recently been
successful in attracting capital to rfleei o growing need for
infrastruciure invesiments and we tonfinue to strategize about
restoring some projects that are ngeded and may benefit from

stimulus measures.

2008 marked the 49" consemfiveiyeor annual dividends
puid have increasaed, and in Decelipber. the dividend rate was
increased 3.1 percemt. For many u'lility shareholders, reliable
dividends, such as Yectren's, provide @ much needed source
of income to poy everyday bills. R&areﬂ'abiy, the current 15
percent dividend {ax rate Is set tokexpire at the end of 2010,
Defend My Dividend ' & national igrassroots compaign thot

8 Vectren 2008

gives utility investors o powerful ond uniﬂéd voice in an effort to
make the currem dividend tax rate permanent. We encourage
you fa visit www.defendmydividend.com to let your local and
state representatives know how important lower dividend taxes

are 10 you.

indiana shareholders should also take fime fo join the ndicna
Utility Shareholder Association. This newly-founded organizotion
focuses on state and nationc! issues that impact utility shareholder
value and can be found on the Iternet ot wwwiusconine.org.

Before closing, we would like to give our personal thanks
ond grotitude 4o Dick Shymanski who will refire from the
Board of Directors when his term expires this May. His vision
and leadership have sarved shareholders well in guiding
Vectren's success for the last 2Q years, and we wish him

the very best in his refirement. Additionally, the Board has
nominated for election Carl Chapman, Vectren's president
ond chief operating officer, whose 24 years of service with

the company will confinue to be a valuable asset.

These difficult economic fimes will test ouwr management teom
like never before. We feel confident in the ability of cur
teom of exearive leaders to effectively balance the needs
of ¢ll our stakeholders while pursying improved financial
pearformance. In both living smart and working smart, we can
help customers efficlently manage energy costs and ensure
Vectren meets the challenges that lay ahead.

A St

MNiel C, Ellerbrook
Chairman and Chief Executive Officer

MX.CAW

Carl L. Chopmon
President and Chief Operating Officer

February 19, 2009
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- Shareholder Information

Common Slock Bata

Vectren comman stack 15 traded on the New York Stock Exchange under
the symbol "YVYC", As of December 31, 2008, there were 81,0 million
shares outstanding, which were held by 10,039 registared sharehalders.

Annual Meefing of Shareholders

Vecoiren's 2009 Annual Meating wilt be i’-dd at 10 a.m. [Central Daylight
Time), Wednesday, May 13, 2009, at Yectran's corperate headguarters.
Sharehalders of record as of the close of butinass on March 11, 2009,
will be eligible to vore ot the meeting. 4 live audia-webcast also will be
avallable et Vactren.com.

Teansfer Agent and Ragistrar

PNC/Mational City Bank serves as the ttansfer agent and regisirar for
Vectren common stock aond can assist with o variety of stock-related
matters, including name and address chianges, fransfer of stock
awnership, lost certificales, dividend pa&menrs and reinvestment and
Form 1099s. Inquiries should be direcred to:

PNC/Nationat City 8ank

Shareholder Services Operations

PO Box 94580

LOC 01-5352

Cleveland, Ohio 44701-4980

Tel: (BCO) 622-4757 '
E-mail: sharzholderinquiries @nationaldty.com

Registered shareholders can access accdunt information online at
vectren.com under Invastor Relations or may cantact Vectran directly ats

Sharshalder Services
Jason E. Laughten

Tel: [8C0) 227-B625
E-mail: vecl @vectren.cam

Dividends and Direct Deposit

Cash dividends of Vectren common stcc!‘t are considered quarlerly by the
baard of directars for payment on the first business day of March, June,
September and December. Vectren and|its pradacassars have increosed
annval dividends pald for 49 consacutive years.

Dividends may be deposited directly intir a shareholder's bank account,
which allows for fimely and convenlent delivary of funds an payment
date. To enroll in direct deposit, contact PNC/Natlona! City Bonk or visit
Vectren.coem under Investor Relations,

Dividend Reinvestment and Optional C#Sll Plﬁ:hﬁtﬂ!

Registered shareholders of Vectren Cerporation con rainvest dividends
and purchase additional Vectren stock without having to pay brokerage
commitsions or service charges through Yectren's Automatic Dividend
Reinvesiment and Stock Purchase Plan mRIP}. MNew investors wishing to
participare 1n the DRIP may make on inltio) purchase of $500 or more
directly through Vectren without having o pay brokerage commissions
ar servica charges or may transfer a minimum of one share from
brokerage account to a registered account ar PNC/tational City Bank.

A copy of the prospectus and enralliment form can be found ot Yactren.com
under Investor Relaticns. To receive a copy via mell, please conmact PMC/
National City Bank. '

Conpinate Govenmarics -

Information pertaining to Vectren's corparate gavemanca induding
corporate governance guidelines, code of conduct, charters and reports far
the commitiees of the Board of Directors and insider transactions, among
other dogyments, can be found at Vectren.com wnder Investor Relations.

Communication K Non-employes Difeciors
Shcﬁiﬁﬂdars and other interested pariies may confidentially
communiccie directly with the Lead Director, Chair of the Audit
Committes or the non-employee diractors as a group by writing to:

Lead Diractor / Audit Cocmittee Chair / Mon-Employee Dirscrars
Yectren Corp

P.O. Box 3144

Evonsville, Indiana 47731-3144

Deloitte & Touche, LLP
Indionapolis, Indiana

Investor Relattons

Institutional invesiors and securities analysts shovld direct Inguiries to:

Stavan M. Schein

Vice Preaidens, invester Relatlons
Tel: (B12) 491-4209

E-mail: sachein@vectren.com

Requasts foir Materials
The Investor Relations section of Vectren.com provides Instant taccess to

the latest news relaases and historical archives of arnval reports, SEC
filings, financial presentations and much more,

A paper copy of the Vectren Corporation andfor Vectran Utility
Holdings, Inc., 2008 Annval Repert on Form 10-K fo the Securilies
and Exchonge Commission {excluding exhibits) may be obioined by
shareholders free of charge by wrilben recquest to Steven M, Schein, V.P.,
Invesiar Relations, P.O. Box 209, Evansville, IN 47702; via s-mail
request to vvcin@vaciren.com or by calling {800) 227-84625,

Cortificates

V.ecfren has filed os exhibits to its Annual Report on Form 10-K for
the fiscal year ended Dec, 31, 2008, the certifications of ita CEO and
CFO required by Section 302 and 906 of the Sarbanes-Ouley Act of
20032. During 2008, Vectren submired the Annval CEC Certification
requirad by Section 303A.12(a) of the New York Stock Exchange
tisted Campany Manual.

Forward Looking Skitement

This document may contala forward-looking stetements, which are based
an mancagemant’s beliefs and assumpiions that derive from Information
currently known by mancgemaent. Vactren wishes to cavlion readers

that actual results could differ materdally from those contained in this
docvment. More detailed information about these factors is set forth in
Vectren's filings whh the Securities and Exchange Commission, including
Vectrer's 2008 annval report on Form 10-K filad on February 19, 2009,

This decument is For informatian porposes enly ond is not intended for pie
in connection with any solicliofian 1a buy or sell securilies.
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EXHIBIT C-2

J SEC FILINGS

Vectren Source does not submit 10-K Filings. Therefore, the 10-K Filing for the period
ending December 31, 2010 for Vectren Corp. is atiached hereto.

{C30958:2 )
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VVC 10-K 12/31/2010

Section 1: 10-K (VVC lﬂK)

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

{Mark One)
@ ANNUAL REPORT PURSUANT TO SECTI'ICIN 130R t (d) OF THE SECURITIES EXCHANGE ACT OF (934
For the fiscal year ended December 31, 2010

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR, 15{d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the éransition period from to

Commission (ile pumber: [-15467

VECTREN CORPORATION

{Exact name of registrant as specifiad in its charter)

8 VECTREN

35-2086905

{State or other jurisdicton of incorporation or organization) (IR-._S‘- Employer Identification No.)
One Vectten Square 47708
(Address of prineigial executive offices) (Zip Code)

Registrant's telephone numbet, including area code: $12-491-4000

Securitics registered pursuznd 1o Section F2(b) of the Act:

Title of each class Name of each exchange on which registered
Common — Withont Par New York Stock Exchonge




Table of Contents
Securities registcred pursuaat to Section 12{g) of the Act: NONE
\
Indicate by chack mark if the registrant is a we!]-kndwn seasoned issuet, as defined in Rule 405 of the Secuntics Act. YesE  MNoD

Indicate by check mark if the registrant is not equinkd to fils reponts pursuant 1o Section 13 or Section 15{d) of the Act. Yes 0 No

Indicate by check mark whether the registrant (1) hak filed all reperts required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months
(or for such shorter period thal the registrant was refjuired 1o file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes Bl No D

Indicate by check mark whether the regisirant has sybmitted electronically and posted an its corporate Web site, if any, every [nteractive Data File required to be submitted and posted
pursuant to Rule 405 of Regulation S-T during the preceding 12 mouths (or for such shorter period that the registrant was required to submit and post such files).  Yes B NoD

Indicate by check matk if disclosure of delinquent filers pursuant to Ttem 405 of Regulation S-K is not contained hereir, and will not be conmained, to the best of registranl’s knowledge,
in definitive proxy or informatien statements incorpgraled by reference in Part 112 of this Form 10-K or any smendment to this Form 10-K. O

indicate by check mark whether the regisirankis a lakge accelerated filer, an accelerated filer, 2 non-accelerated filer, or @ smatler reporting company, See the definitions of “large
accelerated files,” “accelerated filer” and “smalles reporting company™ in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer # ' Accelevated filer O

Non-accclerated filer ‘ Smaller reporting company [J
{Do not check if a smatler

Teparting company)

Indicate by check mark whether the registrant is a shill company (as defined in Rule 12b-2 of the Exchange Act).
Yes O No |

The aggregate market value of the voting and non-v{:ning cotmon equity held by non-affiliates computed by reference to the price at which the common equify was last sold, ar the
average hid and asked price of such common equity, 4s of June 30, 2010, was $1,%13,186,088.

Indicate the number of shares outstanding of gach of the registrant's classes of common stock, as of the latest practicable date,
|

Common Stack - Without Par Yaly 81,667,423 January 31,2011
Class ' Number of Shares Date
2

B4



Tabie of Contents

Doeuments Incorporated by Reference

Certain information in the Company's definitive Proxy Statement for the 2011 Annual Meeting of Stockholders, which will be filed with the Sﬁcmues and Exchange Commission pursuant

to Regulation 144, not later than 120 days after the ch of the fiscal year, is incorporated by reference in Part 111 of this Form 10-K.

Definitions
|
AFUDC: altowance for funds used during construclilbn MCE / BCF: thousamds / hillions of cubic fast
ASC: Accounting Standards Codification MDth / MMDith: thousands / millions of dekatherms -
BTU/MMBETU: Brilish thermal units / millions of B‘ITU MISO: Midwest Independent System Operalor
EPA: Environmental Protection Agency : MW: megawatis
FASB: Financial Accounting Standards Board : MWh/ GWh: megawait hours / thousands of megawatt hours (gigawatt hours)
FERC: Federal Energy Regulatory Commission ‘ NERC: North American Electric Reliability Comn
IDEM: Indiana Depariment of Environmental Manag;amem QCC: Ohio Office of the Consumer Counselor
1IURC: Indiana Utility Regulatory Commission ' OUCC: Indiane Office of the Utility Consumer Counselor
IRC: Intzrnal Revenue Code ' FUCO: Public Utilitics Commission of Ohio
Kv: Kilovalt ' Thraughput: combined gas sales and gas transportation volumes
Access to Information

Vectren Comoration makes available all SEC filings nd recent annual repores free of charge through its website al www.vectren.com as soon as reasonably practicable after
electronically filing or farnishing the reports 1o the SEC, or by request, directed to Investor Relations at the mailing address, phone nnmber, of email address that follows:
I

Mailing Address: ! Phone Number: Investor Relations Contact:
One Vectren Square (812) 4914000 Robert L. Goocher
Evansville, Indiana 47708 . Treasurer and Vice President, Investor Relations
rgoocher@vectren.com
i
-
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PART1

ITEM 1. BUSINESS

Description of the Business

Vectren Corporation (the Company or Vectren), an Ipdiana corporation, is an energy holding company headguartered in Evansville, Indiana. The Company’s whally owned subsidiary,
Vectren Utiliry Holdings, Inc. (Utility Holdings), serves as the intermediate hofding company for three public utilities: Indisna Gas Compeny, Inc. (Indiana {ias or Veciren North),
Southern Indiana Gas and Electric Company (SIGECQ or Veciren Sauth), and the Ohio operations. Utility Holdings also hes other assels that provide information iechnology and other
services 1¢ the three utilities. Utility Holdings' consqlidated operatians are collectively refersed 1o as the Utility Group, Both Vectren and Utility Holdings are holding campanies as
defined by the Energy Policy Act of 2005 (Energy Adf). Vectren was incorporated under the jaws of Indiana on June 10, 1999. :

Indiana Gas provides cnergy delivery services to over 570,000 natural gas customers located in centrat and southem Indiana. SEGECO provides energy delivery services 10
approximately 142,000 electric custormers and approxjimatcly 111,000 gas customers located near Evansville in southwestern Indiana. SIGECO also pwns and operates electric generation
assels to servg ils clectric customers and optimizes those assets in the wholesale power market, Indiana Gas and $IGECO generally do business as Vecten Enecgy Delivery of

Indisne. The Ohio operations provide energy deliveny services to approximately 314,000 ngivral gas customers localed near Dayton in west central Ohio, The Ohio operations are
owned as & tenancy in common by Vectren Energy Delivery of Ohio, [nc. (VEDOQ}, a wheily aowned subsidiary of Utility Holdings (53 percent ownership), and Indisna Gas (47 percent
ownership), The Ohio operations generally do busingss as Vectren Energy Delivery of Ohio.

The Company, through Vectren Bmerprises, Inc. (Emerprises), is involved in nonutility activitics in four primary husiness areas: Infrastgture Services, Energy Services, Coal Mining,
and Encrgy Marketing. Infrastructure Services provides underground construction and repair services. Energy Services provides performance contracting and renewable eneigy
services. Coal Mining mines and sells coal. Energy Marketing markets and supplies natural gas and provides energy management services. Enterprises also has ather kegacy
businesses that have invested in energy-related opp{)r!unilies and services, real estale, and leveraged leasss, among other investments. Al of the above are collectively referred 10 83
the Nonuiility Group. Enterprises supports the Companys regulated utilities pursuant to sérvice contracts by providing narurel gas supply services, coal, and tafrastructure services.

Narrative Descriptian of the Business

The Company segregates its operations inio three groups: the Utility Group, the Nomutility Geoup, and Corporate and Other. At December 31, 2010, the Cornpany had $4.8 billioa in total
assets, with $3.9 billion (82 percent) attribuled 1o the Utility Group, $0.9 billion (18 percent) artributed to the Nonutility Group, Net income for the year ended December 31, 2010, was
§133.7 million, or $1.65 per share of common stock, with net income of §123.9 million atiributed to the Utility Gronp and $9.8 million atiributed to the Nooutility Group. Net income for the
year ended December 31, 2009, was $133.1 million, or 31.65 per share of common stack. For further information regarding the activities and assets of operating segments within these
Groups, refer to Note 12 in the Company's Consolidated Financial Statements inchuded under “Iterm B Financial Statements and Supplementary Data. Following is a more detniled
description of the Utility Group and Nonutility Group:
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Utility Gronp

The Utility Group consists of the Company's regulated operations and other operations that provide information technology end other support services to those regulated

operations. The Company scgregates its regulated tions inka 2 Gas Utility Services operating seginent and an Electric Utility Services operating segment. The Gas Utility Services
segment includes the operations of Indiana Gas, the Qhio operations, and SIGECO's natural gas distribution business and provides natural gas digiribution and fransportation services
to nearly two-thirds of [ndiana and to west ceniral Ohio. The Electric Utility Services segment includes the operations of SIGECO’s electric wransmission and distribution services,
which provides electric distribution services primarify to southwesiern Indiana, and the Company’s power generating and wholezale power operations, In total, these regulated
operations supply natural gas and/or electricity 1o ovgr one million customers. Following is a more detailed description of the Urility Group®s Gas Utility and Electric Utility opereting
segments, !

Gas Utility Services i

At December 31, 2010, the Company supplied nﬂu1a]|gas service ta approximately 994,800 Indiana and Ohio customers, including 909,300 residential, 83,800 commercial, and 1,700
industrial and cther contract customers. Average gas Wtility customers served wers approximately 982,100 in 2010, 981,300 in 2009, and 986,700 in 2008.

The Company s service area contains diversificd masufacturing and agriculture-related enterprises. The principal industries served include zutomotive assembly, parts and accessories,
feed, flour and grain processing, metal castings, aluminum products, polycarbonate resin (Lexan®) and plastic products, gypsum products, electrical equipment, mctal specialtics, glass,
steet finishing, pharmaceutical and nutritional pradudgts, gasoline and ail products, ethanol, and coal mining. The Jargest Indiana communities served are Evansville, Bloominglen, Terre
Haute, suburban areas surrounding Indianapotis and [ndiana counties near Louisville, Kentucky. The largest community served outside of Indiana is Dayton, Ohio.

Revennes

The Company receives gas revenues by selling gas directly to customers at appraved rates ar by transporting gas through its pipzlines at approved rates to customers that have
purchased pas directly from other producers, brokers; or marketers. Total throughput was 197.0 MMDth for the year ended December 31, 2010. Gas sold and transported (0 residential
and commergtal customers was 106.2 MMDth representing 54 percent of throughput. Gas transported or sold to industrial and other conirect customers was 90.8 MMDth representing
46 percent of throughput.  Rates for transporting gas generally provide for ihe same margins eamed by selling gas under applicable sales tariffs.

Far the year ended December 31, 2010, gas utility revenues were approximately $954.1 millian, of which residential customers accounted for 63 percent and commercial 25 percent.
Industrial and ether contract customers account for galy 7 perceni of revenues due to the high number of transportation customers in that customez class.

Acvailability of Nawral Gas

The volume of gas sold is seasonal and affected by variations in weather conditions. To mitigare seasonal demand, the Company’s Indiana gas utilities have storage capacity ot seven
active underground pas storage ficlds and six liquefied perroleum air-gas manufacturing plasts, Periodically, purchassd natural gas is injected into storage. The injected gas is then
avalable 1o supplement contracted and manufactured volumes during periods of peak requirements. The volumes of gas per day that can be delivered during peak demand periods for
each utility are located in “lt¢m 2 Properties.”

Natural Gas Purchasing Activity in Indiana !

The Indiana utilities also contract with & wholly-owndd subsidiary of ProLiance Holdings, LLC (ProLiance), to ensurc availsbility of gas. ProLianca is an unconsolidated, nonwiility,
energy marketing affiliate of Vectren and Citizens Enérgy Group (Citizens). (See the discussion of Energy Marketing below and Nete 5 in the Company's Consolidated Financial
Statements included in “ltern & Financial Stalemests and Supplementary Data” regarding transactions with ProLiance). The Company also prepays ProLiance for natural pas delivery
services during the seven months prior o the peak hesting season in lieu of mainiaining gas storage. Vectren received regulatory approval on April 25, 2006, from the TURC for
ProLiance to continue to provide natural gas supply services 1o the Company’s Indiana utilities through March 2011. On November 3, 2010, a settlément agreement was filed with the
IURC providing for ProLiance’s continued provisian stf gas supply services to the Company’s Indiana utilities and Citizens Gas for the period of April 1, 2011 through Mareh 31, 2016,
The setflement has been agreed to by all of the repre: | ntatives that were parties ta the prior settlement. An order is anticipated during the first quarier of 201 1.

6
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NMatural Gas Purchasing Activity in Ohio

On April 30, 2008, the PUCO issued an order aduptl a stipulation involving the Company, the OCC, and other interveners. The order approved the first two phases of a three phase
plan to exit the merchant Function in the Company’s Qhio service tervitory. The Company used a third party provider for VEDO's gas supply and portfalio services through September
30, 2008.

The initial phase of the plan was implemented on Octpber 1, 2008 and continued through March 31, 2010, During the initial phase, wholesale suppliers thal were winning biddersins
PUCO approved auction provided the gas commodity to VEDO for resale to its residential and general service customers at anction-determined standand pricing. This stendard pricing
wag comprised of the monthly NYMEX settlement priice plus o fixed adder. On October 1, 2008, the Company transferved its natural gas inventory at book value to the winning bidders,
receiving proceeds of approximately 5107 miflion, arjd began purchasing natural gas from those suppliers (one of which was Vegtren Source, a wholly owned namural gas retail marketing
subsidiary of Vectren). This method of purchasing & climinated the need for monthly gas cost recovery (GCR) filings and prospective PUCO GCR eudits.

The second phase of the exit process began an Aprit ‘1 2010. During this phase, the Company no longer sells natural gas directly to customers. Rather, sate-certified Compehlwe
Retail Natural Gas Suppliers, that were successtul higders in a similar regulatory-spproved anction, scll the gas commodity to specific customers for a 12-month period at suction-
determined standerd pricing. The first auction was conducted on January 12, 2010, and the auction results were approved by the PUCO on January 13, 2010. The plan sppraved by the
PUCO required that the Compeny conduct at Jeast two annual anetions during this phase, As such, the Company conducted another anction on Janusery 1§, 2011 in advance of the
seconxd 12-month term which commences on April 1 12011, The results of that auction were approved by the PUCO on January 1§, 201}, Consistent with current practice, customers will
contifue to receive a single bill for the commedity aslwell as the delivery component of naturat gas service from VEDO. Vectren Source, the Company’s wholly owned nonutility retail
gas marketer, was a successful bidder in both aucuops

In the last phase, which was not approved in the Aprl 2008 order, il is contemplaled that all of the Company’s Ohio residential and general service customers will choose their
commadity supplier from state-certified Competitive Retail Matural Gay Suppliers in a competitive marker.

The PUCQ provided for an Exit Transition Cost ndcr which allows the Company to recover costs associated with the transition process. Exiting the merchant function should not have
& matertal impact on eamings or finsacial condition. | It, however, has and will continue to reduce Gas Urility revenues aud have an equal and offsetting impact o Cost of gas sold as
VEDO no longer purchases gas for resale to these cistumers.

f
Toral Nawral Gas Purchased YValumes
In 2010, Utility Holdings purchased 84,008 MDth vd-]nmes of gas ai an average cost of $5.99 per Dih, of which approximately 86 percent was pm'chased from ProLiance, 2 percent was
purchased from Vectren Source, and 12 percent was| purchased from third party providers. The average cost of gas per Dth purchased for the previous four years was $3.97 in 2009,
$9.61 in 2008, $3.14 in 2007, and $8.64 in 2006. |

Eleetrie Utility Services !

At December 31, 2010, the Company supplied electrig service to approximately 141,600 Indiana customers, Including approximately 123,200 residential, 18,300 comereial, and 100
industrial and other customers, Average electric utily ‘ custorners served were approximately 141,300 in 2010, 140,90 in 2004, and (41,100 {n 2008.

The principal indusiries served include polycarbuuafz resin (Lexan®) and plastic products, aluminum smelting sod recyoling, aluminum sheet pmﬂuds, auiomotive assembly, sieel
finishing, pharmaceutical and nutritional products, automotive glass, gasoline and oil products, ethanol, and coal mining,

Revemes
For the year ended Decembear 31, 2010, reteil etectrigity sales totaled 5,616.9 GWh, resulting in reventies of approximately $564.3 million. Residential customers eccounted for 37 percent

0 2010 revenues; commercial 27 percent; industrial:35 percent, and other 1 percent. In addition, in 2010 the Company sold 587.6 GWh throvgh wholesale activities principally to the
MISQ. Wholesale revenues, including transmission-related revenue, fotaled $43.7 million in 2010.

-
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System Load

Total load for each of the years 2006 through 2010 at the tinte of the systerm summer peak, and the related reserve margin, is presented below in MW,

Dite of summer peak load 5 A0 222009 TrLV008 RAI00T R10/2006
Total load at peak (1 ‘ 1275 1,143 1,167 1,341 1325
Generating capability 1,298 1,295 1,295 1285 1,351
Firm purchase supply : 136 136 135 130 107
Interruptible contracis & direct load control ! 62 _62 62 62 52
Total power supply capacily i 1.496 1493 1,492 1,437 1,520
Reserve margin at peak ' 17% 31% 28% 1% 15%

M The total load a1 peak is increased 25 MW in 2007 and 2006 from the tomal load actually experienced. The ad.ditional 25 MW represents load that would ha'fe b_ecu mewrred if 1he
Summer Cycler program had not been activated. *The 25 MW is also included in the inserruptible contract postion of the Company’s total power supply capacity in those years. On
the date of peak in 2008-2010 the Summer Cycler/program was nef activated,

The winter peak load for the 2009-2010 scason of approximately 916 MW occured on January 8, 2010. The prior year winler peak load was approxinately 383 MW, occuming on fanuary
15, 2009, )

Generating Capability : . . . .
Instalied generating capacity as of December 31, 2010, was rated at 1,298 MW. Coal-fired genersting units provide 1,000 MW of capacity, natural gas or oil-fired furbines used for

peaking or emergency conditions provide 295 MW, agd in 2009 SIGECO purchased a landfi}l gas electric generation project which provides 3 MW. 'Electric penerstion for 2010 was
fucled by coal (98 percent) and natural ges (2 percent). Ol was used only for festing of gas/oil-fired peaking units. The Company generated approximately 5,136 GWh in 2000, Furtber
infarmation about the Company’s owned generation fs included in “Irem 2 Properties.”

There are substantial coal reserves in the southern Indiana aren, and coal for coal-fired generating siations has been supplied from operators of nearby coal mingﬁ, includ{ng coal mines
in Indiana owned by Vectren Fuels, Inc. (Vectren Fudls), 2 wholly owned subsidiary of the Company. Approximately 2.2 million lons were ?un.-hased for generating electricity dun,:g
2018, of which approximately 90 percent was supplied by Vectren Fuels from its mines aud third party purchases. This comperes to 2.8 million tons and 3.2 million tons purchased in
2009 and 2008, respectively. The utility™s coal invenlory was approximately 1 million tons at December 31, 2010 and 2009.

The average cost of coal per tan consumed for the last ﬁvc years was $67.01 in 2010, $61.67 in 2009, $42.50 in 2008, $40.23 in 2007, and $37.5! in 2006, Effective Jaqunry_l, 2009, SIGECO
began purchasing coal from Vectren Fuels under neu# coal purchase agreements. The term of these coal purchase agreements continues to Decem_ber 31,2014, w1!h prices s_p:c_lﬁed
originally ranging from two to four years. The prices in these contracts were at or below smarket prices for linois Basin veal at the ime of execution and were subject 1o 2 bidding
process with third parties. The [URC has found thatj costs incurred under these confracts are reasonable (See Rate and Regulatory Matters in Item 7.)

!

Firm Purchase Supply - .. . .
The Company has a 1.5 percent interest in the Ohio Valley Electric Corporation (OVEC). OVEC is comprised of several electric utility companics, inchiding SIGECO, and suppties power

requirements to the United States Department of Engrgy's (DOE) wranivm enrichment plant near Pertsmouth, Ohio. The panicipyting cmypenies can receive froem (,)VEC. and arg
cbligated to pay for, any available power in excess of the DOE contract demand. At the present time, the DOE contract demand is essentially zero. The Company’s 1.5 percent interest
in OVEC makes available approximately 30 MW of cgpacity. The Company purchased approximately 193 GWh from OVEC in 2010,

e
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The Company executed a capacity contract with Bentnx County Wind Farm, LLC in April 2008 ta purchase as much as 30 MW from a wind farm loczted in Benton County, Indiana, with
the approval of the [URC, The contract expires in 2029, Tn 2010, the Company purchased approximately 85 GWh under this contract.

In December 2009, the Company executed a 20 yaar pojwer purchase ngreement with Fowler Ridge If Wind Farm, LLC to purchase as much as 50 MW of cocrgy from a wind farm located
in Benton and Tippecanoe Counties in Indiana, with the approval of the IURC. The Company purchased 129 GWh under this contract in 2010

The Company had a capacity contraet with Duke Ener, : Marketing America, LLC to purchase as much as 100 MW ai any time from a power plant located in Vermillion County,
[ndiana. The contract expired on Decermber 31, 2009 and was not renewed.

Cther Power Purchases :

The Company also purchases power as oreded principhlly from the MISO to supplement its generation and firm purchase supply in periods of peak demand. Yolumes purchased

principally from the MISO in 2010 totalcd 880 GWh.

MISO Capacity Purchase [

Tn May 2008, the Company executed 2 MISO capecity purchase from Sempra Energy Trading, LLG o purchase 100 MW of name plate capacity from its generating facility in Dearborn,
Michigen. The term of the contract began January 1, 2010 and continues through December 31, 20012, :

Intcreonnections '

The Company has interconnections with Louisville Gas and Electric Company, Duke Energy Shared Services, Inc., Indianapolis Power & Light Company, Hoosier Energy Rural Electric
Cooperative, Inc., Big Rivers Electric Corporation, end the City of Jasper, Indiana, providing the ability o simultaneously interchange approzimately 675 MW. This interchange
capability has increased in recent years as a result of gngeing initiatives 1o improve the transmission grid throughout the Midwest, The Company, &5 a member of the MIS0, has turned
over aperational control of the interchange facilitics agd its own fransmission assets, like many other Midwestern eleetric utilities, o MISO. Sce “Item 7 Moanagement's Discussion and
Analysis of Results of Operatians and Financial Condition” regarding the Company’s parficipation in MISO. :

Competition i

|
The utility industry has undergone structural change ﬁbr several years, Tesulting in increasing competitive pressures faced by electric and gas utility companies. Currently, severat
states have passed legislation allowing electricity customers to choose their electricity supplier in a compatitive electricity market and severat other states have considered such
legislation. At the present time, Indiana has not adopjed such legislation. Ohio regulation allows gas customers to choose their commaxdity supplicr. The Company implemented a
chaice program for ils gas customers in Ohio in January 2003, At December 31, 2010, over 109,000 customers in Vectren's Qhio service territory have opted 1o purchase natural gas from
a supplier other than VEDQ, In addition, YEDO’s service terrifory continues transition toward a choice model for all gas customers. Margin carned for transparting natuzal gas to those
customgrs, who have purchased natural gas from another supplier, are gencrally the same as those carned by sefiing gas under Ohio tariffs. Indians bas not adopted any regalation
requiring gas choice; however, the Company operated under approved tariffs permitting oerein industrial and commenrcial large volume customers 10 choose their commodity supplier.

Regulatory and Environmental Matters

Sae “Item 7 Management’s Discussion and Analysis of Resulls of Operations and Financial Condition™ regarding the Company*s regulatary environment and environmental matters.

9.
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Nonutility Group

The Company is involved in nooutility activities in four primary business areas: Fnfrastructure Services, Energy Services, Coal Mining, and Fnergy Marketing.

Infrastruacture Services

Infrastructure Services provides underground constrjiction and repair to utility infrastruchure through its wholly owned subsidiary, Miller Pipelive, LLC (Milter). Effective July 1, 2006,
the Company purchased the remaining 50 percent off Miller from a subsidiary of Duke Energy Corporation, making Miller a wholly owned subsidiery. The resulis of Miller's operations,
formerly aceounted for using the equity method, have been included in consolidated results since July 1, 2006. Prior to this transaction, Miller waa 100 percent owned by Reliant
Services, LLC (Reliant). Reliant provided facilities locating and meter reading services to the Campanys utitities, as well as other utilities. Relant cxited the meter reading and facilitics
Tecating businesses in 2006, Miller provides servicds 1o many ufilities, including Vectren's wilities. Mitler generated approximately $236 miltivn in gross reverues for 20190, compared to
$202 million in 2009 and $1935 millien in 2008, Man houes worked were 2.6 million in 2010, compared to 2.5 million in both 2009 and 2008,

Energy Services

Performance-based energy conrracting operations and renewable encrey services are performed through Energy Systems Groap, LLC (ESG). ESG assists schools, hogpitals,
governmenial facilities, and other privai¢ institutions 1o reduce gnergy and maintenance costs by upgrading their facilitizs with energy-efficient equipment. ESG is also invalved in
creating renewahle energy projects, including projecks to process landfill gas inte usable natural gas and electricity. During 2009, SIGECO purchased one such project with IURC
approval. ESG's customer base is located thretighout the Midwest and Southeast United States, ESG generated revenues of approximately $147 mitlian in 2010, compared io s121
million in 2009 and $119 miltion in 2608. ESG's back lpg at December 31, 2010 was 3118 million.

Cosl Mining

The Coal Mining gronp mines and sells coal to the dnmpany‘s utility operations and to other third partics through its wholly owned subsidiary, Vectren Fuels. The Company owns
three underground mines (Prosperity, Ooktown 1, ar:% Oaktown 2) and one surface mine (Cypress Creek). All mines are located in Indiana. All eoal is high-to-mid sulfur bituminous coal

from the llinois Basin, The Company engages contract mining compznies to perform substantially all mining operations. Coal mining generated approximately $210 million in revenues
i1 2010, compared to $193 millior in 2002 and $164 million in 2008.

Oaktown Mine Expansion

In April 2006, Vectren Fuels announced plens 1o open twe new undergroend mines. The first of two underground mines located near Vincennes, indiana, began full operations in 2010.
The secand ming is currently expected 10 open in 2012, However, Veciren Fyels may continue o change this time table as il evaluates the impacts of curent coal market conditions.
Reserves at the two mines arc estimated at about 105 |million tons of recoverable number-five coal at 11,200 BTU and less than 6-pound sulfur diozide. Once in full production, the two
mines are capahle of producing about 5 million tons off coal per year. Managemst expects to incur approximately $200 mitlion to access the coal reserves. Of the total $200 million

expected investmient, the Company has invested $186 fmillion through December 31, 2010, inclusive of $42 million in land and buildings, $128 million in mine development and equipment,
and $1¢ million in advance royaity payments. :

The Osktown mine infrastructure is located on 1,100 gcres near Qaktown in Knox County, Indiane. Oaktown’s location is within 50 miles of multipls coal-fired power plants including a
coal gasification plant currently under construction, W is estimated approximately 25,000 acres of coal will be mined during the lif of both mines. Tiurough December 31, 2010,
approximately 300 acres of coal have been mined witl approximately 24,700 acres remaining. Access to the Oaktown | mine was accomplished via a 90 foat deep box cut and a 2,200 foot

slope on a 14 percent grade, reaching coal in excess off 375 feet below the surface. Aecess fo the Caktown 2 mine is planned via an R0 Soot deep box cut and a 2,600 foot slope on a 14
pereent grade, reaching cozl in excess of 400 fest beldw the surface.

Both Oaktown mines are robm and pillar underground mines meaning that main airways and transportation entries are developed and maintained while remote-contralled continuous
miners exiract coal from so-calied rooms by removing coal from the seam, leaving pillars to support the roof. Shuttle cars or similar iransportation is used to transport coal to a conveyor
belt for transport to {he surface. The two mines are séparated by a sandslone channel. The coal seam thickness ranges from 4 feet to over 9 fect. The mine’s wash plant was originally
sized to process BOO tons per hour and has been expanded (0 1,600 tons per hour, although the addition (o the wash plant will not be utilized until the Oaktown 2 mine is opened. The
two mines are connected to a raitway equipped to handle 110 to 120 car unit trains. Coal is also transported via truck ta its customers, which include Vectren's power supply operations
and other third party utilities. Reserves, absent expansion, are expected to be completely exhausted over the next 20 years,

-10-
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Prosperity Ming | )
Prosperity is an underground mine located on 1,100 sutface acres outside of Petersbirg in Pike County, Indiana. Prosperily is alse 2 room and pillar mine where coal removal is
aceomplished with continuous mining machines. The fnine entrance slopes graduatly for 500 ft on a 9 degree grade and is more than 250 feet below ground level. The coal seam varies
in thickngss from 4-1/2 to 8 feet. The mine has a wash plaat sizad to process 1,000 tons per hour. The mine is connected 1o a milway and can handle 110 1o 12D car unit trajns. Coal is
alsa transported via tack to its customers, which include Vectren®s pawer supply opetations and other third party utilities. The mine opened in 2001, and the total plant and
development epsts to date are $190 million. Through December 31, 2010, approximasely 6,000 acres of coal bave been mined with approximately 13,000 acres remaining. Reserves at
December 31, 2010 approximate 33 million tons, net intluding possible nearby expansion opportunities. The remaining unamortized plant balance as of December 31, 2010 approximates
$81 million, inclusive of $3 million of land and buildings and $78 million of mine development and equipment. Reserves, abscnt expansion, are expected to be exhausted by 2021,

|
Cypress Creek
Cypress Cresk was an above-ground, or surface ming, localed on 155 acres about 4 miles north of Boanville in Warrick Connty, Indiana, Cypress Creek was a combination truck/shovel,
dozer push and high wall mining operation, meaning large shovels or front-end loaders removed earth and rock covering a coal scam and loading equiipment placed the coal into trecks
for transportation 10 a blending and loading area. Cygress Creek’s coal was sold as a raw product afier sizing and blending with cosl. Due ta the cost of extensive digging, the coal
mining limit was 125 to 135 feet deep. All coal mined from Cypress Creek was transpovied vin tnick to Vectren's power supply aperations. The mine iupened in 1998 and the totel plant
and development costs were 529 million. As of Deceraber 31, 2010, po significant reserves remain, and the mine is substantially reciaimed. The remumng enamortized plant balance as
of December 31, 2010 approximates $2 million, mclusn{e of $1 million of land and buildings and $1 million in equipment.

Following is summarized data regarding coal mining operations:

Cypress Oaktown Ozkiovn
i Creek Prosperity Mine [ KMine 2 Totals
Type of Mining !: Surface Underground Underground Underground
Mining Technology { Truck & Shovel Room & Pillar Room & Pillar Roam & Pillar
Tons Mined (in thousands) J
2010 ; 9 2,685 055 . m
2009 f 969 2,583 - - 3,552
2008 1,150 2,378 - - 3528
County Located in Indiana Warrick Pike Knoz Knox
Coal Reserves {(thousands of tons) i - 32,000 65,700 38,800 137400
!
Average Heat Content (BTU/Ib.) : 10,500 11,300 11,100 11,3040
Average Sulfur Content (1bs/ton) ‘ 80 4.0 56 48
' -
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Energy Markeling '

The Enzrgy Marketing group relies heavily on a cusfomer focused, value added strategy in three areas: gas marketing, energy management, and retail gas supply.

ProLiance 1

ProLiance, a nonutility energy marketing affiliale of Veciren and Citizens, provides serviees to a broad range of municipalities, utilitics, industrial aperations, schools, and healthcare
institutions located throughout the Midwest and Sogtheast United States. ProLiance’s customers include Vectren's Indiana utilities and nomatility gas supply operarions and Citizens”
utilities. ProLiance's primary businesses include gag marketing, gas portfolio optimization, and other portfolio and energy management services. Consisient with its pwnership
percentage, Vectren 15 allocated 61 percent of ProLi *s profits and losses; however, governance and voting rights remain at 50 percent for each member; and therefore, the Company
accounts for its investment in ProLiance using the equity method of accounting. The Company, including its nonutility retail gas marketing operations, contracted for approximately 69
percemt of its natural gas purchaeses through ProLiance in 2010.

For the year ended December 31, 2010, ProLiance’s rtvemxs, including sales to Vectren companies, were $1.5 billion, compared to $1.7 billion in 2009 and $2.9 billion in
2008. Summarized financial data regarding ProLiance's epertions are included in Note 5 ta the Consolidated Financial Statements included in Ttem §. At December 31, 2010, ProLiance
customer base was 1,789 customers, compared ko | 5?8 customers in 2009 and 1,449 customers in 2008,

Vectren Source : .

As of December 31, 2010, Vectren Source provided naturel gas and other related products and services in the Midwes! and Northeast United States to over 227,000 equivaleat
residential and commercial customess. This customer base reflects approximately 100,000 customers in VED{O's service territory that have either valuntarity opted to choose their natural
gas supplier or are supplied natural gas by Vectren Spusce but remzin customers of the regulated utility as part of VEDO's exit the merchant function process. Asa result of 8 supplier
choice anction held on January 18, 2011 in VEDO's service temitory, Veetren Source will increase its custoraer base by approximately 23,000 to over,255,000. Gas sold by Vettren Scurce
approximated 20,968 MDth in 2010; 18,457 MDth in 2009; and 16,210 MDth in 2008. Average equivalent customers served by Vectren Source were 203,000 in 2010; 179,000 in 2009; and
157,000 in 2008. Vectren Source zenerated appraximfle]y $143 million in revenues for 2010 compared to $157 miltion in 2009 and $183 million in 2008.

Other Businesses I

The Other Businesses group includes a variety of legacy, wholly owned operations and investments that have invested in energy-related opportuiitics and services, real estate, and
leveraged leases, ameng other investments, Investments a: December 31, 2010, include rwo Haddington Energy Partoerships both approximately 40 perceni owned; and wholly owned
subsidiarics, Southern Indiana Properties, Inc. and Ehergy Reaity, Inc

approximate 19 percent equity interest in SIGECOM Holdings, Inc. (Haldings), which was farmed by Utilicom o hold interests in SIGECOM, LLC (SIGECOM). SIGECOM provided
broadband services, such es cabte television, high-
investment in SIGECOM during 2006.

The Company had an approximate 2 percent equity ;(Et:rest and a canvertible subordinated debt investment in Utilicom Networks, LLC (Utilicom). ‘The Company also hed an

ed internet, and advanced loca! and long distance phone services, 1o the greater Evansvilie, Indiana area. The Company sold its

Synihetic Fuel

The Company had an 8.3 percent ownership interest in Page Carbon Synfuels, LP (Pace Carbon). Pace Carbon produced and sold coal-based synthetic fuel using Coval technology,
and gccording to US tax law, its members received a t\c credit for every ton of coal-based synthetic fuel sold, In addition, Vectren Fuels, Inc. received processing fees froe synfuet

producers unrelated to Pace Carbon for a portion of ils coal production. These synfuet related credits and fees ended on Devember 31, 2007 when tax laws expired. The partnership was
dissolved in 2040.

12-
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Eessonnel

As of December 31, 2010, the Company and its consolidated subsidiaries had 3,800 employees. Of those mployees, 800 are subject to collective bapgaining arrangements negotiated by
Utility Holdings. This total also includes 1,700 emploiwcs ot Miller Pipeline, of which 1,500 are subject to collective bargaimng ammangements,

Drility Holdings ‘ -
In June 2019, the Company reached a three year lzbor pgreement with Local 702 of the International Brotherhood of Elcctrical Workers, ending June 30, 2013,

In April 2010 the Comprny reached a theee year ngreé%mm with Local 175 of the Ukility Workers Union of Americs. The labor agreement is retroactively effeslive to November 1, 2009
and ends October 31, 2012 ‘

In September 2009, the Company reached a three year agreement with Local 135 of the Teamsters, Chauffeurs, Warehousemen, and Helpers Union, ending September 2012,

In December 2008, the Comypany rezched a Ihree—yearilabor agreement, ending Dscember 1, 201 | with Local 1393 of the Interational Brotherhoad of Elcetrical Workers end United
Steetworkers of America Locals 12213 and 7441,

Miller Pipeline

Miller Pipeling negoliates various trade sgreements 1hrough contraciers associations. The two main associations are the Distribution Contracters Association and the Pipe Line
Confraclors Association, Thesc trade agreements ard with a varicty of construetion unions including Leborer's International Union of North Amerira, Interationel Union of Operating
Engineers, United Association of Journcymen and Apprentices of the Plumbing and Pipe Fitting Industry, and Teamsters. The trade agreements through the DCA have varying
expirations ranging from 2012 to 2015. The trade agreements through the PLCA, recently expired. Miller and the unions continue working under the expired agreements while
negotiations continue. In addilion, Miller has various project agreements and small local agreements. These agreements expire upen completion of a specitic project or an various dates
throughout the year.

TTEM 1A. RISK FACTORS

Tnvestors should consider carefully the following fackors thai ceuld eause the Campany's operating results and financial condition to be materiatly aldvelsely affected. Mew risks may
emerge at any time, 2nd the Company cannot predict phose risks or estimate the extent to which they may affect the Company’s businssses or finansial performence.

Vectren is # holding company, and its assets consist jprimarily of investments in ifs subsldiaries.

Dividends on Veetren’s common stock depend on thci carnings, financial condition, capital requirements and cash flow of its subsidiaties, principatly Utility Heldings end Enterprises,
and the distribution or other payment of earnings from those entities 1o Vactran. Should the earnings, financial condition, capital requirentents, or cish flow af;l or legal requirements
applicable o them restrict their ability to pay dividentls or make other payments ko the Company, iis ability to pay dividends on its common stock could be fimited and its stock price
cottld be adversely affected. Veetren's resulis of opetations, futurs growth, and earnings and dividend goals also will depend on the performance of its subsidiasics. Additionatly,
certain of the Company’s lending arrangcments contaiin restrictive covenants, including the maintenance of e iolal debt 10 total capitalization ratio, which could limit its ability to pay
dividends. :

Deterioration in general economic canditions may hive adverse impacts.

The industries in which the Company operates and sérves continue to be impacted by economic uncertainty. Economic conditions may have some negative impace on both gas and
electric large customers and wholesale pawer sales. This impact may continue 10 inchde volatility and unpredictebility in the demand for natural gas and elsctricity, lempered growth
strategies, significant conservation measurzs, and peghaps even further plant closures oy bankrupteies, Economic conditions may also cause reductions in residential and commercial
cugtomer counts and lower Company revemees. 1t is;also possible that an uncertain economy could continue to affect costs including pension costs, interest costs, and vncellectible
accounts expense, Economic declines may be accompanied by a decrease in demand for products and services offered by nonutility aperations and therefore lower revenues for those
products and services, The curent cconomic conditions may continte to have some negative impact on utility industry spending for construction prajects, deand for natueat gas and
zoal, and spending an performance contracting and rgnewable energy expansion. It is also possible that if the current conditions contiaue, they conld lead to further reductions in the
value of certain nonutility real estate and other legacy investments.

-13-
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Financial market volatility could have adverse impaets.

The capital and credit markets may experience velatlity and disruption. If market disruption end valatility occurs, there can be no assurance that the Company, or its unconsolidated
affiliates, will not experience adverse effects, which fmay be malerial. These effects may include, but are pot limited to, difficulties in acczssing the short and long-term debt capital
markets and the gommercial paper market, increased borrowing costs associated with current short-term debt obligations, higher interest rates in future financings, and a smaller
potential pool of invesiors and funding sources, Finally, there is no assurance the Company will have sccess to the equity capital markets to obtain financing when necessary or
desirable. :

+

A downgrade {or negative outlook) in or withdrawal of Vectren’s credit ratings eould negatively affect its abifity to access caphial and its cost.

The following table shows the current ratings nssigimd to certain ovistanding debt by Macdy’s and Standard & Poor’s:

Current Rating
Standard
; Moody's & Poor's
Utility Holdings and Indiana Gzs senior unsecured debt A3 A-
Utility Holdings commercial paper program P-2 A2
SIGECO’s seniar secured debt i Al A

The current outlook of both Standard and Poor’s and Moody's is stable and bolh categorize the ratings of the above sccuritics as investment grade. A security tating is nota
recommendation to buy, scll, or hold securities. The rating is subject to revision or withdrawal &t any time, and each rating should he evalnated independently of any other
rating. Standard and Poor's and Moody's lowest lovel investment grade raking is BEB- and Baa3, respectively.

If the rafing agencies downgrade the Company’s creﬁil ratings, particutarly below investment grade, or initiate negative ontlaoks thereon, or withdeaw Vectren's ratings or, in each case,
the ratings of its subsidiaries, it may significantly limit Vectren’s access to the debt capital markets and the commercial paper market, and the Company's bormowing costs would
increase. Inaddition, Vectren would likely be requited to pay a higher interest rate in future finaneings, and its potential pool of investors and funding sources would likely

decrease. Finally, there is no assurance that the Company will have eceess to the equity capital markz1s to obiain financing when necessary or desirable.

Yectren's gas and electric utility sales are toneentr}ted in the Midwest.

The operations of the Company's regulated utilitias Ere concentrated in central and southern Indianz and west central Ohio and are therefore impacied by changes in the Midwest
economy in generai and changes in particnlar industries concentrated in the Midwest, These industries include automotive assembly, parts and accessories, feed, flour and grain

processing, metal castings, aluminum products, polyparbonate resin (Lexen®) and plastic products, gypaum products, electrical equipment, metal specialties, glass, steel finishing,
pharmaceutical and nutritional products, gasoline and oil products, ethanal and coal mining,

Vectren aperates in an increasingly competitive lnq'uslry, which may affect its fature earnings.

The utility industry has been undergoing structural dhange for several years, resulting in increasing competitive pressure faced by clectric and gas utility companies. Increased
competiiion may creafe greater risks to the stability of Vectren®s earnings generally and may in the future reduce iis earnings fom retail electric and gas sales. Currently, severat states,
including Ohio, have passed legislation that allows customers to choose their electicity supplier in 2 competitive market. Indiana has not enacted éuch legistation. Ohio regulation also
provides for choice of commodity providers for el gas customers. In 2003, the Company implemented this choice for its gas customers in Ohio and is currently in the second of the
three phase process 1o exit the merchant function in [ts Ohio service territory. The state of Indiana has not adopted any regulation requiring gas choice in the Compeny’s Indiana
service territories; however, the Company aperates upder approved (ariffs permitting certain indusirial and commercial large volume customers to choose their commodity

supplier. Veciren cannet provide any assurance that|increased competition or other changes in legislation, regulation or policies will not heve & material adverse effect on its business,
financtal condition or results of pperations. 1
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A significant pertina of Vectren’s electric utility sal#s are space heating and cooling. Accordingly, its opersting results may fluctnate with variabiity of weather.

Vectren's electric utility salcs are sensitive to variations in weather conditions. The Compuany forecasis utility sales on the basis of normal weather. Since Vectren does not have a
weather-normalization mechanism for its electric apefations, significant variations from nonmal weather could have a material impact on its earnings. Hosrever, the impect of weather on
the gas operations in the Company’s Indiana territor{es has been siguificantly wmitigated through the implementation in 2005 of a normal temperature adjustment

mechanism. Additionally, the implementation of a sitaight fixed variable rate design in a Sanuary 2009 PUCO order mitigates most weather risk related to Ohio residential gas sales.

Risks related to the regulation of Veciren’s utllity businesses, including environmental vegulation, could affect the rates the Compaay charges its customers, its costs and ity
profitability. ‘

Vectren's businesses are subject to regulation by fedpral, state, and local regulatery sutharities and are exposed 1o public policy decisions that may negatively impact the Company’s
earnings. In particular, Vectren is subject to regulation by the FERC, the NERC, the EPA, the TURC, and the PUCO. These authorities segulute many aspects of its transmission and
disteibution operations, including construction and njaintenance of facilities, operations, and safety, and its gas marketing operations involving title passage, reliability standards, end
future adequacy. In addition, these regulatory agendies approve its ntility-related debt and equity issuances, regulate the rates that Vectren's utilities can charge cusiomers, the rate of
return that Veetren's utitities are authorized to eam, 4nd its ability to timely recover gas and fuel costs. Further, there are consumer advocates and other parties which may intervene in
regulatory proceedings and affect regulatory outeormks. The Company’s ability to obtain rate increases to maintain its current authorized rates of return depends upon regulatory
discretion, and there ¢an be no assurance that Vectren will be able 10 obtain rale increases o rate supplements or carn its current authorized rates of return.

Veetren's operations and properties are subject 1o ex#nsive environmental regulation pursuant to a variety of federal, statc and municipal laws and regulations. These environmental
regulations impose, among other things, restrictions, liabilities, and obligations in connection with slorage, transportation, treatment, and disposal of hazardous substances and waste
in connection with spills, releases, and emissions of various subsiances in the environment, Such airborne emissions from eleciric generating facilities include particulate matter, sulfur
diexide {SO,), nitrogen oxide {NOx), and mercury, among others.

= |

Enviranmental legislation/regulation also requires that facilities, siles, and other properties associated with Vectren's operations be operated, maintained, abandoned, and reclaimed to
the satisfacticn of applicable regulatory authorities. The Company’s current costs to comply with these laws and regulations are significant to its results of operatfons and financial
condition. In addition, claims against the Company under environmental laws and regulations could result in material costs and Kabilities. With the irend toward siricter standards,
greater regulation, more extensive permit requiremeqts 2nd an increase in ihe Bumber and types of asseis operated by Vectren subject to environmental regulation, its investrent in
environmentally compliant equipment, and the costs associated with operating that equipment, have increased and are expected to increase in the furure. As examples of the trend
toward stricler regulation, the EPA is currently reviewing/revising regulations invelving fly ash disposal, coaling tower intake Facilities, greenhouse gases, and airborne emissions such
as SO2 and NOx. |

i
Climate change regnlafion could negatively impact gperations.

There arc proposais fo address global climate change thal would regulate carbon dioxide (CO,) and other greenhouse gases and other proposals that would mandate an investment in

renewable energy sources, Any future legislative orlregulatory actions taken by the EPA of other egencies to address global climate change or mandate renewable enetgy sources
could substantially affect both the costs and operating characteristics of the Company’s fossil fuel generating plants, nonutility ¢val mining operafions, and natural ges distribution
businesses. Further, such legislation or regulatory action would likely impact the Company”s generation resource planning decisions. At this time and in the absence of final legislation
or regulatory mandates, compliance costs and other ¢ffccts associated with reductions in greenhouse gas emissions or obigining renewable energy sources remain uncertain, The
Company has gathered preliminary estimates of the jom to control greenhouse gas emissions. A preliminary investigation demonstrated costs to comply would be significant, first
with regard (o operating expenses and later for ¢apiig] expenditures as technology becomes availablz 10 control greenhouse ges emissions. However, these compliance cost estimates
are based on highly uncertain assnmptions, including allowance prices if a cap and trade approach were employed, and energy efficiency targets.

I
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Any additional expenses or cupital incurred by the Compatty, as it relates i complying with greenhouse gas ewissions regulation or other envirommeniat regulations, are_expecﬁed to be
bome by the custorers in its service territories throuph increased rates. Inoressed rates bave an impact on the cconomic health of the communities served. New regulations could also
negatively impact industrics in the Campany's service territory, incluging industries in which the Company operstes.

The Company is expased to physical and financial r$ks related fo the ancertainty of climaée change.

|
A changing climate creates wncersainty and could regult in broad changes 1o the Company’s service territories. These impacts could include, bur are not limited to, population shifts;
changes in the level of annual rainfall; changes in the weather; and changes to the frequency and severity of weather events such as thunderstorms, wind, tnmadoes: and ic.e storms
that can damage infrastructure, Such changes could impact the Company in a number of ways including the number andfor typs of customers in the Company’s service tarritories; the
demand for energy resulting in the need for additiond] investment in generation assets or the need to retire current infrastructure that is no longer required; an increase to the cost of
providing service; and an increase in the likelihood ofcapiml expenditores to replace damaged infrastructure.

Ta the extent climate change impacts a region’s cconomic health, it may also impact the Comapany’s revenues, costs, and capital siructure and thus the need for changes to rates
charged to regulated customers. Rate changes themselves can impact the economic health of the communities served and may in tum adversely affect the Company’s operating resuits.

The Company may face certain regulatory and ﬁuaﬁcial risks related to pipeline safety Jegislation.

There are federal propesals currently pending that w#uld increase pipeline operations oversight and would lead to an investment in the inspection, and where necessary, the
replacement of pipeline infrastructure. At this time and in the absence of final legislation, compliance costs and other effects associated with increased pipeline safery regutations
remain nncerfain. However, any fulure legislative or regulatory actions taken to address pipeline safety conld substantially affect both operating expenses and capital expenditures
associated with the Company’s natural gas distributign businesses. The Company has been successful in the past recovering costs resulting from government mandates, However, if
the Company is unable 10 recaver from ¢ustomers thiough the repulatory process all or some of these costs, including its autherized rate of return on replacement projects, results of
aperations, financial condition, and cash flows conldbe adversely impacted.

Vectren regulated distribution operalions are subjegt to varions risks,

A variety of hazards and operations risks, such as leaks, accidental explosions, and mechanical problems are inherent in the Company’s gas and electric distribution activities. If such
events oceur, they could cause substantial financial I9sses and result in Joss of human life, significant damage to property, environmental pollution, and impuirment of operations. The
location of pipelines, storage facilitics, and the electrie grid near populated areas, including residential areas, commercial business centers, and industrial sites, could increase the level
of damages resulting from these risks. These activitigs may subject the Company to litigation or administrative proceedings from time to tlime. Such litigation or proceedings could
result in substantial monetary judgmenss, fines, or penalties or be reselved on unfavorable terms. Tn accordance with custorary industry practiees, the Company maintains insurance
against a significant portion, but not all, of these riskis and lnsses. To the extent that the oceurrence of any of these events is not fully covered by insurance, it could adversely affect
the Company's financial condition and results of opelations.

Vectren’s electric operatiaus are subject to variousirisks.
The Company’s eleciric generating facilities are subject to operational risks that could result in unscheduled plant outages, unanticipated operation and maintenance expenses and

increased power purchase costs, Such operarional rigks can arise from circumstances such as facility shutdowns due to equipment failure or operalor error; interneplion of fuel. supply
or increased prices of fuel as contracts expire; disruptions in the delivery of electricity; inability to comply with regulatory or permit requirements; lsbor dispules; and natural disasters.

-16-
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The impact of MISO participation is uncertain.
i
Since February 2002 and with the IURC's approval, the Compeny has been a member of the MISO. The MISO serves the elecirical iransmission needs of much of the Midwest and
maintains aperational eontrol over SIGECO™s electric transmission facilities as well as that of other Midwest utilities.

As a reault of MISQ’s operalional conirol over muc]ﬁ of the Midwestern electric transmission grid, including SIGECQ's ransmission facilities, SIGECO’s continued ability to import
power, when necessary, and expoit power to the whiglesale market has been, and may continue to be, impacted.
The need 10 expend capital for improvements to the i:cgional Iransmissfon system, both to SIGECO's facilities a5 well es 1o those facilities of adjacsnt utilities, over the pexi several years

is expected 10 be significant. The Cempany timely gecovers its investment in certzin new edectric iransmission projects that benetit the MISO infrastructure 3t a FERC approved rate of
return, I

Wholesale power marketing activities may add vol#lilib’ to earnings,

Yectren's regulared electric uiility enpages in wholedale power marketing activities that primarily involve the offering of utility-owned or contracied generation inbo the MISQ hourly
and real time markels, As part of these strategies,lf%e Company may als0 execule energy confracts that are integrated with portfolio requirements around power supply and
delivery. Presently, margin earned from these activities above or below $10.5 million is shared evenly with customers, These earnings from wholedale marketing sctivities may vary
based on fluctuating priccs far electricity and the amjount of electric generating capacity or purchased power available beyond that needed to mees Firm service requirements. Tn
addition, this earnings sharing approach may be medified in future regulatory proceedings.

Increases in the wholesate price of natural gag, cnaf, and electricity could reduce earnings and working capital.

The Company’s regulated operations have limited exposure to commodity price risk for ransactions involving purchases and sales of natural ges, coal, gnd puschased power for the
benefit of retail customers due to current state regulptions, which subjeci to compliance with those regulations, allow for recovery of the cost of such purchases through natural gas
and fuel cost adjustment mechanisms, However, significant increascs in the price of natural gas, coal, or purchased power may cause existing customers o conserve or motivate (hem
to switch to ulicrmate sources of energy as well as cquse new home developers, builders, and new cuslomers 1o sclect alternative sources of energy. Decreases in volumes sold could
reduce earnings. The decrease would be morc sig:jﬁcanl in the absence of constructive regulatory orders, such as those awhorizing revenue decowpling, lost margin recovery, and
other innovative rate designs, A decline in new customers could impede grawth in future eamings. In addition, during periods when commodity prices arc higher than historical levels,
working capital costs could increase due to higher carrying costs of inveniories and cost recovery mechanisms, and customers may have trouble paying higher bills leading to bad debt
axpenses.

The performance of Vectren's nonutility businesse is subject to certain risks,

Execution of the Company's nonytility business strafegies and the success of efforts ta invest in and develop new apportunities in the nonusility business aren is subject to a number
of risks, These Tisks melude, ot are nol linmited 10, the effects of weather; failure of installed performance contracting products 1o eperate as planoed; failure to properly estimate the
vost to construct projects; failure 0 develop or obtaip gas storage ficld and mining property; potential legislation that may limit CO, and other greenhouse gases emissions;

creditworthiness of customers and joint venture partpers; changes in federal, state or Jocal legal requirements, such as changes in fax lows or rates; and changing market conditions.

Vectren's nonutility businesses support its regulsted utilities pursuant ta service contracts by providing nanural gas supply services, coel, and infrestructure services. Tn most
jnstances, Yestren's ability to maintain these service contracts depends upon regulatory discretion and negatiation with interveness, and there cambe no assurance that it will be able to
obtain fiture service contracts, or that existing amangements will not be revisited.

Coal mining operations could be adversely affected Hy a number of factors.

The success of coal mining operations is predicated ¢ the ahility 1a fully access conl ut company-owned mines; 1o operate owned mines in accordance with MSHA guidelines and
regulations, recent interpretations of those guideline and regulations, and any new guidelines or regulations that could result from the recent mining incidents at coal minas of nn:e{
companies and to respond to more frequent and brogder inspections; to negotiate and execute new sales contracts; and 1o manage production and production costs and other risks in
response to changes in demand. Other risks, which cpuld adversely impact operating results, include but are not limnited to: mackei deavand for coal; geologic, equipment, and
operational risks; supplier and contract miner performarice; the availability of miners, key equipment and commodities; availability of transportation; and the rbility to access/replace
coal reserves. :
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In addition, coal mining operations have exposure to coal commodity prices. Ifcoal commondity prices change in a direction or manner that is not anticipated, or if the forecasted sales
transactions de not eccur, lusses may result. Although forecasted sales are hedged with owned corl inventory and known reserves, ail exposure to both short and lang-teym coat price
volatility is not hedged. Therefore, fluctuating coal grices are likely 10 cause the Company’s nel income to be volatile.

The success of Vectren’s natural gas marketing strﬁtegies is affected by a number of facters.

ProLiance, and 10 a lesser extent the Company’s nongiility gas retail supply operations, rely on long-lerm firm ransportation and storage contracts with pipeline companies to deliver
natural gas to its customer base. Those contracts are joptimized by batancing physical and financial markets and summer and winter time horizons. Therefore, recovery of the these
contracts’ fixed costs is dependent on a number of faictors, including the health of the econcmy, weather, and changes in the availability and location of pamral gas supply and selaled
transmission assets, among others. A significant decline in optimization opportunitics or a deterioration of the Gustorner base may result in the inability to fully recover these fixed price
abligations. o

Recent market conditions have compressed optimization opportunities, and ProLiance has operated at a lnss. If current market conditions conlinue, resulting in continued depressed
assel oplimization opportunities, it is expected that PtoLisnce will experience a loss in 2011, Losses could conlinue in future years shonld ProLianés be unsble to adjust to the curreat
market conditions or be unsuceessful in renegoliating its transportation and siorage contracts aver time.

1

In addition fo physical and financial contracts exeeuted for optimization opportunities, forward contracts and from time 1o time option contracts are execuied to meet forecasted
customer demand that may or may aot occur and to hedge commodily price risk and basis rigk. If the value of these coniracls changes in a direction ar manner that is not anticipated, or
if the forecasted sales transactions do nol occur, losses may result. These contracts include fixed-price forward physical purchase and sales contracts, andfor financial forwards,
futnres, swaps and option contracts traded in the ovdr-the-counter markets or on exchanges. Therefore, fluctuating natural gas prices are likely to cause the Company’s net income o
be volatile. '

Yertren’s unntility group competes with larger euq‘.rgy providers, which may limit its ability to grow its business.

Competitors far Vectren’s nonutility businesses include regional, national and global companies. Many of Veciren’s competitors are well-cstablished and have larger and more
developed networks and systems, grealer name reeogfition, longer operating histories and significantly greater financial, technical and marketing rsources. This competition, and the
addition of any new competitors, could negatively impact the financial pecformance of the nonutility group and the Company’s ability to grow jts nonutility businesses.

Increased derivative reguiation could impact resllltmi

The Campany, as well as ProLiance, ases natural gasderivative instruments in conjunction with energy marketing and procurement activities. The Company also uses interest rate
derivative instruments to minimize the impact of intefest rate fluciuations associared with anticipated debt issuances.

In July 2018, legislation regulating the use of derivative instruments was signzd into law. These new regulations include, but are not limited to, a Tequirerent that certain transactions
be cleared an exchanges and a requirement to post cath collateral for certain transactions. Depending on the regulations adopted by the Commoditics Futures Trading Cammission
(CFTC) and other agencies, the Company and ProLiance could be required to past additional collateral with dealer counterparties for commitments and interest rate derivaiive
transactions. Requirements ¢ post collateral could limit cash for investment and for other corporate purposes or could increase debl levels. Jn addition, 2 requirement for countétparties
to post collateral could result in additional costs assegiated with exceuting trensactions, thereby decreasing profitability. An increased collateral requirerent could also reduce the
Company's and ProLiance’s ability to execute derivative transactions 10 reduce commaodity price and interest rate uncertainty and Lo protect cash flows.

The law provides for a potential exception from these tlearing and cash collateral requirements for commercial end-users. Significant rule-making by numerous governmenial agencics,

particularly the CFTC, must be adopted in the near tenm so that the restrictions, limitations, and requirements contemplated by the new law ean be implemented. The Campany and
PreLiance will continue to evaluate the impact as these rules become available and whether any exemption will apply to the Company’s and ProLizsnce’s use of derivative instrumests.
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Vectren’s subsidiaries have performance and warranty obligations, sotne of whick are guaranteed by Vectren,
I

In the normal course of business, subsidiaries of Vegtren issue performance honds and other forms of agsurance that commit them 1o timely install infrastructure, opesate facilities, pay
vendors or subcontractors, and/or support warranty pbligations. Vectren Corporation, as the parent company, will from time to time guaraniee its subsidiaries” commitments. These
guarantecs do nof represent incremental consolidated obligations; rather, they tepresent parental guarantees of subsidiary obligations in arder to allow those subsidiaries the flaxibility
to conduct business without pesting other forms of leollateral. The Company has not been catled upon lo satisfy any obligations purauant 1a these parental guarantees.

From time to fime, Vectren issubjeet to material liigation and regulatory proceedings.

From time to time, the Company, as well as ils equity investees such as ProLiance, may be subject to material litigation and regulatory procesdings inchuding matters involving
compliance with state and federal laws, regulatians 4v other matters. There can be no assurance that the outcome of these matters will not bave a material adverse effect on Vectren's
businass, prospects, results of operations, or financial condition.

The investment performunce of pension plan holﬁiq'gs and other factors impacting pension plan cests could impact Vectren's liquidity and resulti of vperations.

The ¢osts associated with the Company’s retiremenyt plans are dependent on & number of factors, such as the rates of return on plan assets; discount rates; the level of interest rates
used to measure funding levels; changes in actuaria] assumplions; future government regulation; and Company contributions. In sddition, the Company could-be required to provide
for significant funding of these defined benefit pensjon plans. Such cash fnding obligations could have a material impact on liquidity by reducing cash flows for other pumposes and
could negatively affect results of operations, '

Catastrophic events could adversely affect Vectren's facilities and operations,

Catastrophic events such as fircs, earthquakes, explésions, floads, ice storms, tornados, terrorist acts or other similar cecurrences could adversely affect Vecten's facilitics, operations,
financial condition and results of operations. 1

Workforce risks could affect Vectren’s financial results.

The Company is subjeet 10 vanious workforce risks, ijncluding but not limited to, the risk that it will be unahle to attract and retain qualified personnel; that it will be unable to cffectively
transfer the knowledge and expertise of a1 aging wokforce to new persounel as those workers retire; that it will be unable to react to a pandemic illoess; and thet it will be unable to
reach collective bargaining arangements with the unions that represent certain of its workers, which could result in work stoppages.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None,

ITEM 2. PROPERTIES :
| Gas Utility Serviees

Indiana Gas owns and operales four active gas storage fields located in Indizna covering 58, 100 acres of land with an estimated ready delivery from storage capability of 6.0 BCF of gas
with maximum peak day defivery capabilities of t51,000 MCF per day. Indiana Gas alsa owns and operates three liquefied petroleum (propane) sir-gas menufacturing plants located in
Indiana with the ability to store 1.5 million gallons of propane and manufaciure for delivery 33,000 MCF of manufactured gas per day. In addition to its company owned storage and
propane capabilities, Indiana Gias has contracted with ProLiance for 16,7 BCF of interstate natural gas pipeline storage service with a maxioum peak day delivery capability of 252,600
MMBTU per day. Indian2 Gas’ gas delivery system {ncludes 13,000 miles of distribution and transmission mains, all of which are in Indiana except for pipeline facilities extending from
points in northern Kenjucky to points in southern Injdiana so thal gas may be transported te Indiana and sold or rransported by Indiane Gas to ultimate customers in Indiana.

SIGECO owns and operates three active underground gas storage fiekds located in Indiana covering 6,100 acres of land with an estimated ready delivery from storage capability of 6.3
BCF of gas with maximum peak day delivery capebilities of 108,500 MCF per day. Tn addition to its company owned siorage delivery capebilities, SIGECO bas contracted with ProLiance
for 0.5 BCF of inlerstate pipeline storage service with ja meximum peak day delivery capability of 19,200 MMBTU per day. SIGECQ's gas delivery system includes 3,200 miles of
distribution and teansmission mains, all of which are focated in Indiana.
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The Ohio operations own and operate three hqueﬁed\pelroleum {propane) air-gas manufacturing plants, all of which are located in Ohio. The plants can siore 0.5 million gallons of
propane, and the plants can manufacture for deiwery\il 200 MCF of manufactured gas per day. Inaddition o its propane delivery capebilities, the Ohio operations bave contracted for
11.8 BCF of natural gas delivery service wilh a maximum peak day delivery capability of 246,100 MMBTU per day. While the Company still has title to this detivery capability, it has
released it to those retail gas marketers now supplyitg the Ohio cperations with natural gag, and those suppliers ave responsible for the demand charges. The Ohio operations’ ges
delivery system includes $,500 miles of distribution *d Iransmission mains, al} of which are located in Ohio.

! Electric Utility Services

SIGECO's installed penerating capacity es of December 31, 2010, was rated at 1,295 MW. SIGECO's coal-fired gencrating facilities are the Brown Station with two units of 490 MW of
combined capacity, located in Posey County apptoximately eight miles east of Mt, Vemon, Indiana; the Culley Station with rwo units of 360 MW of combined capacity, and Warrick
Unit 4 with 150 MW of capacity. Both the Cullsy and Warrick Stations are located in Wasrick County near Yarkeetown, Indiana. SKGECO's gas-fired turbine peaking units are: rwo 80
MW gas turbines (Brown Unit 3 and Brown Unit 4) l¢catcd at the Brown Station; two Broadway Avenue Gas Turbines located in Evansville, Indiana with a combined capacity of 115
MW (Broadway Avenue Unit 1, 50 MW and Broadway Avenue Unit 2, 65 MW); and two Northeast Gas Turbines located northeast of Evansville in Vanderburgh County, Indiana with
a combined capacity of 20 MW, The Brown Unit 3 am:l Broadway Avenue Unit 2 turhines are also equipped o burn oil. Total cepacity of SIOECO's six gas turbines is 295 MW, and

they are generally used only for reserve, peaking, or gmergency purposes due 1o the higher per unit cost of generation. In 2009, SIGECO, with IURC approval, purchased a landfill gas
electric generation project in Pike County, Indisna with a total capability of 3 MW,

SIGECQ's ransmission syslem consists of 993 circui  miles of 345Ky, 138Ky and 69Kv lines. The transmission system also includes 34 substations with an installed capacity of 4,863
megavolt amperes (Mva). The electric distribution system includes 4,265 pole mites of lower voltage overhead lines and 366 trench miles of conduit containing 1,981 miles of

underground distribution cable. The distsibution system also includes %6 disiribution substations with an installed capacity of 2,966 Mva and 54,000 distribution fransformers with an
installed capacity of 2,331 Mva,

SIGECQ owns utility property outside of Indiana app : nimating nine mites of 138,000 volt electric transmission line which is located in Kentucky and which interconnects with Louisville
Gas and Electric Compzny's ransmission system at Cloverpor), Kemtucky.

Menutility Properties

Subsidiaries other than the utility operations have nosignificant propertics other than the ownership and operation of cozl mining property in Indizna which is identified inTtem 1.
| .
[ Pr. rving a3 Colfaleral

SIGECO's prepertics arc subject to the lien of the Fmﬂl Mortgage Indenture dated as of April 1, 1932, between SKGECO and Bankers Trust Company, as Trustee, and Deutsche Bank, as
successar Trustee, as supplemented by various supplemcutai indentures,

ITEM 3, LEGAL PROCEEDINGS

|
The Company is parly to various legal proceedings and audits and reviews by taxing authorities and other government agencies arising in the normal eourse of business. In the opinioa
of management, there are no tegal proceedings or othér regulatory reviews or audits pending against the Company that are hikely to have 2 material adverse effect on its financial
position, results of aperatiens, or cash flows. Sée the notes 1o fhe consolidated financial statements regarding commitments and contingencies, envitonmental matters, and rate and
regulatory matters, The consalidated condensed finahcial statemenis are included in “Tiemn 8§ Financial Statements and Supplementary Data.”

20
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PARTII

ITEM 5. MARKET FOR COMPANY'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS, AND ISSUER
PURCHASES OF EQUITY SECURITIES

l Market Dats, Dividends Paid, and Holders al Record

The Company's common stock trades on the New York Stock Exchange under the symbol ““VVC."” For each quarter in 2010 and 2009, the high and low sales prices for the Company’s
common stock as reported on the New York Stock Ekchange and dividends paid are presented below,
\

f Cash Common Stock Price Range
! Dividend Hl'gh ) Low
201¢ :
First Quarter : 5 0340 $ 2547 § 244
Second Quarter ‘ 0,340 2560 21.66
Third Quarter : 0.340 %05 n8
Fourth Quarter j 0.145 27385 24.18
2009 i
First Quarter : § 0335 5 %90 § 18
Second Quarter 0115 2406 1912
Third Quatter : 0335 2533 247
Fourth Quarter 0.340 5.5 21.99

On February 2, 2011 the board of directors declared a dividend of $0.345 per share, payable on March 1, 2011, to common shareholders of record on Febivary 15,2011,

.

As of January 31, 2011, there were 9,261 shareholder# regisiered of the Company’s common stock.

| Quarterly Share Purchases

Periodically, the Company purchases shares from the open market to satisfy share requirements associated with the Company’s share-based compensation plans; however, no such
open market purchases were made during the quarter ended December 31, 2010. .

I

|

Dividend Pplicy

Common stock dividends are payable at the discretion of the board of directors, out of legally available funds. The Company's policy is to distribute approximately 65 percent of
earnings over time. O an annual basis, this percen| has varied and could continue to vary dug to shert-term eamings volatility. The Company has tncreased its dividend for 51
consecutive years. While the Company is under no gontractual obligation to de so, it intends to continue to pay dividends and increase its annual dividend consistent with historical
practice. Nevertheless, should the Company’s finandial condirion, operating results, capital requirements, or other relevant factors change, furure dividend payments, and the amounts
of these dividends, will be reassessed, ;

Centain lending arrangements conlain restrictive cov&nams, including the maintenance of a total debt 1o total capitalization rario, which could limit the Company’s ability lo pay
dividends. These restrictive covenants are not expedled to affect the Company’s ability to pay dividends in the near term.

21-

i 103



Table of Contents
ITEM 6. SELECTED FINANCIAL DATA

The fellowing selecied financial data is derived Emrrl the Company’s audited consolidated financial statements and should be read in conjunction with those financial statements and

notes thereto contained in this Form 10-K.

Year Ended December 31,

(In millions, except per share data) 2000 2009 2008 3007 2006
Operating Data:
Operating revenues 5 21295 § 10889 8 24847 3 22819 8 2,041.6
Operating income 5 68 8 2800 3 2634 3 265 $ 2205
Net income $ 1337 % 1331 § 1280 8 1431 § 108.8
Average common shares outstanding 81.2 %0.7 783 5.9 757
Fully diluted common shares outstanding 31.3 31.0 787 75.4 76.2
Basic earnings per share

on ¢omman stock $ 165 8§ 165 8§ 165 3 189 % 1.44
Diluted carnings per share

OB COMMAT Stock ) 164 % 164 & 163 S 187 ¢ 143
Dividends per share on common stock $ 1365 § 1345 % 13m0 % 1210 % 1.230
Balance Sheet Data;
Total assefs $ 47642 8 46718 S 46328 § 42964 % 10916
Long-term debt, net 5 14352 § 15405 % 12479 § 12454 % 1.208.0
Common shareholders' equity 5 14389 3§ 13972 & 13566 § 12337 § 11742

w22
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ITEM 7. MANAGEMENT'S DISCUSSION AND J&NALYS]S OF RESULTS OF OPERATIONS AND FINANCIAL CONIMTION

Executive Summary of Consolidated Resulls of Operations

[n this discussion and anatysis, the Company analyiles contributions to conselidated earnings and carnings per share from its Utility Group and Nonutilizy Group separately since each
operates independently requiring distinct mmpelel};ies and business stmegnes, offers different energy end encrgy related products and setvices, and expericnces different
opportunities and risks. Nonutility Group operations are discussed below as primary operations and other operations. Primary nonutility operatidns denote areas of management's
forward looking focus, ‘

The Utility Group generates revenue primarily from the delivery of naturel gas and electric service to its custemers. The primary source of cash flow for the Utilify Group resulis from
the collection of customer bills and the paymenl for|goods and services procured for the delivery of gas and electric services. The activities of and revenues and cash flows generated
by the Nonutility Group are closely linked to the utifity industry, and the results of those operations are generally impacted by factors similor to those impacting the averall utility

industry. Ine addition, there are other opetations, ref rred Lo herein as Corporale and Other, that inciude unallocaied corporate expenses such as advertising and charitable
contributions, among other activities,

The Company has in place 2 disclosure commitiee t}hat consists of senior management as weil as financial management. The commitiee is ectively involved in the preparation and
review of the Company's SEC filings.

Net income and camings per share, in total and by gr}.)up, for the years ended December 31, 2010, 2009, and 2008 follow:
|

- ) Year Ended December 31, _
(I millians, except per share data) ! 2010 T2 2008
Net income ! $ 1337 $ 330§ 1290
Attsibured to] !
Utility Group i 3 1239 8§ 1074 3§ 111l
Nonutility Group 28 258 18%
Corposate & Other 1 - 0.1y (1.0
! m—
Basic earnings per share § 165 8 165 % 1.65
Attributed 10 '
Utiliry Group : 3 153 § 133 % 142
Nonutility Group ) : 612 032 fi 24
Corporate & Other . . - {0.81)
Results .

For the year ended December 31, 2010, consolidated qet income was $133.7 million, or $1.65 per share, compared to earnings of $133.1 million, or $1.65 per share in 2009 and $129.0
million, or $1.65 per share in 2008.

Utility Group

In 2010, the Utility Group's earnings were $123.9 rmll jon, compared to earnings of $107.4 mitlion in 2009 and §111.1 million in 2008. The increese in 2010 compared to 2009 results fiom the
refurn of karge customer usage, summer caoling weather that was significantly wanmer than pormal and the prior vear, and lower operating sxpenscs. Utility Group results were down
onty modestly in 200 compared to 2008, even afler fonsidering the impacis of the recession on large enstomer nsage and wholesale power sales and mild cooling weather, The years
presented have alse been impacted by increased depleciation expense and inierest expense associated with rate base growth, increased revenuss associated with regulatory initiatives,
volatile market values associated with investments r¢lated 1o benefit plans, and changes in the effective tax rate.

Margin in the Company’s electric and the Ohio naturdl gas service rerritory, which was not fully protected by straight fixed variable rate design in 2009 and 2008, is impacted by
weather. During 2010, cooling weather was 34 percet warmer than normat and 49 percent warmer than the prior year. Due primarily to the extreme cooling weather, management
estimates the margin impaet of weather to be approxithately $10.4 million faverable, or $0.0R per shars, compared to notmal temperatures. Compared to 2009 which was impacted by mild
cooling weather, the margin impact is estimated to be §14.2 million, or $0.10 per share. In 2008 weather impacts were 30.01 per share unfavorable cnpared te normal

temperatures. Management estimates the impact of weather based on an assumption of weather sensitive sales per degree day at current rates.

-23-
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Nonutility Group :

In 2010, Nonutility Group eamings were $9.3 mllllon. ompared 1o earnings of $25.8 million in 2009 and $18.9 miilion in 2008, The 2010 period was impected by charges related to legacy
investments totaling 56.9 mitlion after tax. The 2009 period contains the $11.9 million after tax Liberty Charge (See Note § to the consolidared financial statements), and the 2008 period
contains a $5.9 million afier 1ax charge associated with legacy commercial real estate investments.

All other nonutitity operating results decreased by approximately $21.0 million in 2010 compared to 2009 driven primarily by reduced optimizetion opportunities at ProLiance, which
resulted in it operating a loss in 2010. The other operating businesses of Miller Fipeline, Energy Systems Group, Vectren Fuels, and Vectren Source combined for $25.1 million of
earnings contribution in 2010. All other results in 2009 camparad 1o 2008 increased by $12.9 million due primarily 1o increased earnings from Coal Mining operations. Results from Coal
Mining operations improved dus to increased pricing|effective January 1, 2009,

Dividends

Dividends declared for the year ended Docember 31, Zblowere $1.365 per share, compared to $1.345 in 2009 and §1.310 per share in 2008. In November 2010, the Compnmy s board of

directots increased its quarterly dividend o $0.345 pﬂ' share from $0.340 per share. The increass marks the 515t consecutive year Vectren and pmdacessar companies’ have increasad
annual dividends paid.

Impacis of Share Issuance in 2008 i
i

The increased mumber of common shares uutslanqu. resulting from the issuance of common shares in 2008, contributed a $0.04 reduction in camings per share in 2009 compared to
2008.

Use of Non-GAAP Performance Measures and Per $hare Measures

1
Per share eamings contributions of the Utility Group, Nonutility Group, and Carporate and Other are presented and arc non-Giaap measures. Such per share amounts are based on the
earnings contribution of each group included in Vectfen's consolidated results divided by Vectren’s basic average shares outstanding during the period. The eamings per share of the
groups do not represent a direct legal inferest in the assets and liabilities allocated to the groups, but rather represent w direcl equity inlerest in Vectren Corporation's assets and
liabilities as a whole. These non-GAAP measures arg used by management ta evaluate the performance of individual businesses. In addition, other items giving rise to period over
periad varianges, such as weather, are prescuted on ap after tax and per share basis. These amounts are calculated et a siatutory tax rate divided by Vectren's basic average shares
outstanding during the peried. Accordingly, managsment believes these measures are useful to investors in understanding sach business’ contribution to consolidated earnings per
share and in analyzing consolidated period to period phanges and the potential for earings per share contributions in future periods. Reconciliations of the non-GAAP measures to
their most closely related GAAP measure of consolidated eamings per share are included thronghout this discussion and analysis. The non-GAAR financial measures disclosed by the

Company should not be ¢onstdered a substitute for, of supetior to, financial measures calculated in accordance with GAAP, and the financial resubtd calenlated in accordance with
GAAP, ; :

Detailed Discussion of Resulis of Operations i
Following is a more detailed discussion of the rcsultsljofoperations of the Company’s Utility and Nonunh!y operations. The deteiled results of operations for these groups are

presented and analyzed before the reclassificatien and climination of certain interscgment transactions necessary to consolidate those results into the Company’s Conselidated
Statements of Income. |
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Resutts of Operations of the Utility Gronp

The Utility Group is comprised of Utility Holdings' opcrations and consists of the Company’s regulated operations end other operations that provide information technology and other
support services to those regulated operations. Reghilated operations consist of a naturat gas distribution business that provides natural gas distribution and transportation services to
nearly two-thirds of [ndiana and to west central Ohio|and an electric teansmission and distribution business, which provides electric distribution services primarily to southwestern
Indiana, and the Company’s power generating and ‘;\olcsale power opergtions. In total, these regulaied operations supply natural gas and/or electricity to over one million

customers. Utility Group operating results before certain intersegment climinations and reclassifications for the years ended December 31, 2010, 2004, ang 2008, follow:

‘ Year Ended December 31,
{In millions, except per share dara} } 2010 2009 2008
OPERATING REVENUES
- Gas ufility ST
Electric utility ‘
Tota) operaing revemucs i 1,563.7 1,596.1 1,958.7
OPERATING EXPENSES — ‘ e T——
Cosi of gas sold :
Cost of fuel & purchased power - R T
|

Other operating
Depreciation & amortization
Taxas other than income taxes
Total operating expenses S
OPERATING INCOME

Other income - net

Interest expense

INCOME BEFORE INCOME TAXES

[ncome taxes i

NET INCORIE
E o —————————— iy
CONTIIBUTION TO VECTREN BASIC EPS

Trends in Dtility Operations

The Regulatory Environment i

Gas and slectric operations, with regard (o retail rated and charges, 1erms of service, sccounting matters, financing, and certain other operational matters specific ta ifs Indiana customers
{the operations of SIGECO and Indizna Gas), are regiflated by the [URC, The refail gas operalions of ihe Ohio operations (VEDO) are subject to regulation by the PUCO,

Over the last four years, the Company has obtaioed base rate orders at each of its four utilities with SIGECO’s gas and electric terrifories obtaining base rate increases in August of
2007, Indiana Gas in February 2008, and VEDX in January 2009. The orders authovize a return en equity ranging from 10.15% 1o 10.40%. The authorized returns reflect the impact of
innovative rate design sirategies having been authorized by these state commissions. Outside of a full base rate proceeding, these innovative approaches to some extent mifigate the
impacts of investments in government-mandated projects, operating costs that are voletile or that incresse with government mandates, and changing consumption patterns. In addition
10 timely gas and fuel cost recovery, just aver 350 million of the Utility Group’s approximate $300 million in other operating expenses incurred during 2010 are subject to & recovery
mechanism outside of base rates. i

-15-
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Rate Design Strategies
Sales of natural gas and electricity fo residential and mmmercxa] customers are seasonal and are impacted by weather. Trends in average use among natural gas residential and
commercial custotaers have tended to decline as mord efficient appliances and furnaces are installed, the Company’s utilities have implemented conservation progras, and the price of
natural gas has been volatile. In the Company’s two Im'hana natural gas service tertitories, normal temperature adjustient (NTA) 2nd lost margin recovery mechanisms htgely mitigate
the effect that would otherwise be caused by variations in volumes sold to these customers due to weather and changing consumption patterns. The Ohio netural gas service terrilory
has n straight fixed varisble rate design. This rate design, which was fully implemented in February 2010, mitigates mos: of the Ohio service temitory's weather risk and risk of
decreasing conswmption, Prier fo the implementation| of this rate design, the Ohio service territory had a lost margin recovery mechanism. In all natural gas service territories,
commissions have authorized bare steel and cast iron feplacement programs, SIGECEYs electric service termitory currently recovers certain environmental investments and other
transmission investments outside of base rates. The electric service termitory has neither an NTA nor s decoupling mechanism; however, rate designs proposed in the current rate
proceeding before the IURC and other related flllngs auld limit weather risk and provide for a decoupling and/or & Jost margin recovery mechanism: that works in tanders with
conservation initiatives.

Tracked Operaling Expenses

Gas costs and fuel costs incurred to serve Indiana cuﬂomcrs are two of the Compeny’s most significanl operating expenses. Rates charged to natural gas customers in Indiana contain
a gas cost adjustment (GCA]} clause. The GCA clause allows the Company 1o timely charge for changes in the cost of purchased gas, inclusive of enaccounted for gas expense based
on historical expericnee. Electric rates cantain a fuel adjnstment clanse (FAC) that allows for timely adjustment in chazges for clectric energy o reflect changes in the cost of fuel. The
nct cnergy cost of purchased power, subject to an apg:imved variable benchmark besed on NYMEX natural gas prices, is also timely recovered through the FAC.

GCA and FAC procedures involve periodic filings and [URC hearings 1o establish the amount of price sdjustments for a designated future period. The procedures also provide for
inclusion in later periods of any variances between agtual recoveries representing the cstimated costs and actual costs incurred.

The IURC has also applied the statute aurhorizing GOA and FAC procedures to reduce rates when necessury 1o limit et operating income to a level authorized in its last gencral rate
order through the application of an earnings test, Thise eamings (ests have not bad any material impact to the Company’s recent operating results and are not expected 1o have any
material impact in the foreseeable foture.

Frior ta October |, 2008, gas costs were recovered in Qhio through a gas cost recovery (GCR) mechanism. The GCR operated similar to the GCA ¢lause in Indiana; however, the GCR
was suhject to a periodic audit rather than a quarterly|hearing process. The FUCO has completed all audits of periods prior to October 2008, and no issues or findings are
outstanding. After Octaber 1, 2008, the Company is no longer the supplier of natural gas to customers, and therefore 1o longer recovers natural gas costs via the GCR.

In Indiana, gas pipeline integrity management costs, osts to fund energy cfficiency programs, MISO cosls, and the gas cost component of uncollectible accounts expense based on
historical experience are recovered by mechanisms otiside of standard buse rate recovery. Certain operating costs, including depreciation, associated with operating environmental
compliance equipment at electric generation facilities and regional electric ransmission investrnents are also recovered outside of base rates. In Ohio expenses such as uncollectihle
Accounts expense, costs associaled with exiting the nyerchant fonction, and costs associated with a disiribution replacement program are subject ro recovery outside of base

rates. Revenues and margins are also impacted by the collection of state mandated taxes, which primarily fluctuate with gas and fugl costs.

See the Rate and Regulatory Manters section of this discussion and analysis for more gpecific information on significant proceedings involving the Company’s utilities over the last
three years, i
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Htility Group Margin

Throughout this discussion, the terms Gas Utility margin and Elegtric Urility margin are used. Gas Utility margin is calenlsted as Gas vtility revennes less the Cost of pas sold. Electric
Utility margin is calculated as Electric viility revenuek less Cost of fuel & purchased power. The Company believes Gas Utility and Electric Utility margins are better indicators of
relative contribution than revenues since gas prices and fuel and purchased power costs can be volatile and are goncrally collected on 2 dollar-for-dollar basis from

customers. Following is a discussion and analysis of pargin generated from regulated utility operations.

Gas Urility Margin (Gas uirlity revernes less Cost off gas sofd)
Ges utility margin and throughput by customer type f+l|ows:

{In millions)

Gas utilify revenues B 1
Cost of gas sold !
Total gas utility margin - N AR

Margin attributed to:
Residential & commercial customers | o v s e e s
Industrial customers o C B ’ ’
<" Other s

Sold & transported volumes in MMDth atributed to:p. . - e v o0 0 e s L
Residential & commetcial customers ;
I[ndustrial customers Cofe e e e
Total sold & transported volumes j

Over the three years ended December 31, 2010, there has been a decline in the volumes sold to residential and commercial cusiomers diiven by weather and changing consumption
patterns. However, the impact on margin has been génerally offset as planned by rate design strategics and the implementation of new base rates in two of the three gas service
territories. Large customer velumes were impacted by1 the recession, falling approximately L5 percent in 2009 compared to 2008. With the economy stabilizing in 2010, volumes n 2010
returned to 2008 levels. The shifting volumes were the principal reason for the change in large customer margin in those years. The average cost per dekatherm of gas purchased
duripg 2010 was §5.99, campared to 55.97 in 2009 and §9.61 in 2008,

For the year ended December 31, 2010, gas utility marﬁins were $449.4 million and compared to 2009 increased $1.5 million, Management estimates an increase of $2.4 million due to Ohio
rate design changes, as described below. Large custopser margin, net of the impacts of regulatory initiatives and tracked costs, increased by $5.7 million due primarily o increased
volumes sold. Margin decreased $1.9 million due 10nL£I)wer miscellaneous revenues and other revenues associated with lower gas costs. The remaining decrsase is primarily due to a
§5.0 million decrease for lower operaiing expenses and revenue taxes directly recovered in margin,

For the year ended December 31, 2009, gas utility madgins decreased $1.7 million compated to 2008. Management estimaics s §4.4 million yeer over year décrease in indusirial customer
margin associated with lower volumes sold, and slightly lower residential and commercial customer counts decreased margin approximately $1.7 million. These recessionary impacts
were offset by margin associated with regulatory initiatives. Among all customer classes, margin increases assaciated with regulatory initiatives, ingluding the full impact of the Vectren
North base rate increase effective in February 2008 and the Vectren Ohio base rate increase effective February 2009, were §8.4 million year over year. The impact of operating costs,
including revenue and usage taxes, recovered in margin was unfavorable $2.9 million year over year, reflecting lower revenue taxes offset by highet pass through operating

expenses. The remaining decrease primarily relates tn Ohio weather and lower miscellaneous revenues associated with reconnection fees. The lower fees as well as the lower reveaue
and usage taxes correlate with Jower year over year gas costs.
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The rate design approved by the PUCO on January 7 2009, and initielly implemented on February 22, 2002, allowed for the phased movemen! toward a siraight fixed variable rate design,
which places suhslantmlly all of the fixed cost recqury in the monthly customer service charge. '11us rate design mitigates most weather risk as well as the effects of declining nsage,
similar to the comparny’s lost margin recovery mechdnism in place in the Indiana natural gas service territories and the mechanism in place in Ohio prior to this rate order, Since the
straight fixed variable rate design was fully implemented in February 2010, nearly 9 percent of the combined residential and commercial base rate gas margins were recovered through
the customer service charge, As s result, some margm p:evmusiy recovered durng the peak delivery winter months was more ratably recognized throughout the year. In eddition in
2010, the Company began recoghizing a return on aqd of investments made to replace distribution risers and bare stee! and cast iron infrastrocture per a PUCO order.

Electric Utitity Margin (Electric utility revenites less Cast of fuel & purchased power)
Electric utility margin and volumes sold by customer type follows:

(Fr midlions} 2010 2009 2008

Electric utility revenues
Cost of fuel & purchased power

| g
. Total electric ntility margin e 1— R
i
|
I
]
'f

Margin attributed to:
Residential & commercial customers
Industrial customers
" Municipats & other cusiomers
Subtotal: Retail
Wholesale margin
Total electric utility margin

Electyic vofumes sold in GWh attributed 10:
-~ Residential & commercial customers ot T LT T L L R AR TICIPRIARE ARt 4. - 1| I
Industrial customers | 2,630.3

Municipals & other | T T T T s T R R I - . T
‘_Tolnl retail & firm wholesale volumes sold ! 5,616,%

4 A
Retaii i
E]cclnc retail ulility margins were $346.8 million for the vear ended December 31, 2010, and compared to 2009 increased $33.2 million. Mana.gement estimates the impact of warmer than
normal weather to have increased residential and cominercial margin $14.2 million year over year. Management also estimates industrial margins, net of the impacts of regulatory
initiatives and recovery of iracked costs, to have incréased approximately $12.8 million year to date due primarily to increased volumes. Margin among the cnstomer classes associated

with retwns on pollution control investments mcrcased $3.4 million, and margin associated with tracked costs such as recovery of MISO and pollution control cperating expenses
increased $4.1 million. ‘

Flectric retail viility margin was $313.6 million for thefyear ended December 31, 2009, and compared to 2008 increased $4.8 million, Increased margin among the customer clesses
associated with refurns on pollution control equipmerit and other investments totaled $4.5 million year over year, and margin associated with tracked costs such 2s reCovery of MISO
and pollution control operating expenscs increased $10.3 million. Management estimates weather, driven primarily by cooling weather 10 percent milder than the prior year, decreased
residential and commercial margin $5.2 million compared to 2008. Industrial margins, net of the impacts of regulatory initiatives and recovery nf tracked costs, decreased approximately
$4.9 million due primarily o the weak economy. The industnal decreases were due primarilty 10 lower usage.

; 28

110



|
Table of Contents ‘
Margin from Wholesale Electric Activities ‘

Periodically, generation capacity is in excess nfnativ‘p load. The Company markels and sells this unutilized generating and 1ransmission capagity to optimize the return on its owned
agsels, Substantially all off-system sales occur into the MISQ Day Ahead and Real Time markets. Further detait of Wholesale activity follows:

Year Fnded December 31,

(Irt milfions)
‘-fransmissionsystcmmafgin S s b s
Off-system margin :

Tetal whelesale margin R A e e

Beginning in June 2008, the Company began cming}a retum on electric transmission projects constructed by the Company in its servics territory that meet the criteria of MISO's
regional transmission expansion plans. Margin asso¢iated with these projects, including the reconciliation of recovery mechanisms, and other transmission system operations, totaled

$18.8 millien during 2010, compared to $14.6 in 2009/and $9.3 million in 2008, The increase in these Iransmission system sales is principally due to the increased investment in qualifying
projects. ;

For the ycar coded December 31, 2010, margin from off-system sales was $7.4 million, compared to $6.] milticn in 2009 and $23.2 million in 2008, In 2009 compared to 2008, margin from
aff-system salcs decreased $17.1 million. The Company experienced lower wholesale power marketing margins due primarily to lower demand and wholesale prices due to the recession,
coupled with increased coal costs. Off-sysiem sales totaled 587.6 GWh in 2010, compared to 603.6 GWh in 2009, mnd 1,512.3 GWhin 2008. The base rate increase effective August 17,
2007, requires that wholesale margin from off-system sales earned above or below $10.5 million be shared equalty with customers as measured on o fiscal year ending in Augnst. Results
for the periods presented reflect the impact of that shbring.

Purchased Power ,

The Company's mix of generated and purchased electricity has been more volatile in recent years due b changing commedity prices and the presence of wind farm purchased power
agreements. For the years ended December 31, 2010, gl)l)&, and 2008, respectively, the Company purchased approximstely £,287 GWh, 1,159 GWh, and 372 GWh, of power from the
MIi8() and other sources. The total cost associated with these volumes of purchased power is approximately $56 million, $43 million, and $26 million in 2010, 2009, and 2008,
respectively, and is included in the Cost of fiel &pﬂrhusedpower.

Utility Grou rating Fxpenses

Other Operating 1

For the year ended December 31, 2010, other apermz‘&g expenses were $299.2 million, which is a decrease in expenses compered fo 2009, Excluding expenses tracked directly in margin,
operating costs decreased $7.9 million, The primary drivers of the decrease are a $3.0 millien reduction in Indiaga uncollectibls accounts expense and the $4.1 million in costs for
environmental matters related ta manufactured gas plant site clean-up incurred in 2009.

For the year ended December 31, 2009, ather aperatifg expenses wese $304.6 million, increasing $4.3 million compared 1o 2003. Approximately $10.9 million of the ehange results from
increased costs directly recavered through utility maviin. Incraases in other operating expenses in 2009, not direcily recovered in margin, inchude an approximate $6.3 million increase
for eertuin compensation costs and a $4.1 million inctease associated with environmental matters related 10 manufaciured gas plant site clean-up. AN other gperating expenses were
approximately $17.0 million lower than the priar year|driven psimarily by reductions in electric maintenance costs and lower chemical costs, Despite significantly lower gas costs due to
the recession, Indiana uncollectible accotnts sxpense was only sligtly favorabic compared to 2008.

Depreciation & Amortization 1

For the year ended December 31, 2014, depreciation ekpense was §188 .2 million, compared 1o $180.9 in 2009 and $165.5 in 2008. The increase over the periods presented is due largely o
utility capital cxpenditures placed inta service. Plent placed imto service in 2009 included the approximete §100 million 80, scrubber.
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Taxes Other Than fcoma Taxes

Taxes other than income taves decreased $0.7 milii(:j-. in 2010 compared to 2009 and decreased $12.0 million in 2009 compared to 2008, These axes are primarily revenve-related

taxcs. The variations are primarily attributable ta vlatility in revenues, inclusive of changes in natural ges prices and gas volumes sold. These tax expenses are recovered through
revenue. :

Other Income-Net |

Other mcome-net reflects ingome of §5.4 millien in 2t0, compared to income of $7.8 million n 2009 and $4.0 million in 2008. The higher eamings in 2009 reflevt the partial recovery from
the 2008 market declines associated with investments related to benefit plans,

Interest Expense

For the year enced Deccmber 31, 2010, interest expeise was 381.4 million, compared to §79.2 million in 2009 and $79.9 million in 2008. The $2.2 ruillion increase in 2010 campared to 2009
reflects ihe impact of long-term financing transamioq,s completed in 2009, offsel by lower intersst from less debt outstanding overall. The stight decrease in /nrerest expense in 2009
cempared to 2008 reflects lower short-termn interest rites and lower average shori-term debt balances. The lower shart-term halances were reflective of lower gas prices and the issuance
of new long-ferm debi. The long-term financing trar%uctions vompleted in 2009 include a second quarter issvance by Utility Holdimgs of $100 mitiion in unsecured eleven year notes

with an interest rate of 6 28 percent and a third quaricr completion by SIGECO of a $22.3 million debt issuance of 31 year tax exempt first mortgage bonds with an interest rate of 5.4
pescent. 3

Inceme Taxes :

Federal and state income taxes were $77.1 millicn in 2p10, compared to $59.2 million in 2009 end $67.6 million in 2008, The annual change is primarily impacted by greater pre-tax incomse

in 2010 and no manufacturing tax deduction in 2010 d,s a result of significant bonus depreciation driving down qualifying income. Inaddition, the lower effective tax rute in 2009 reflects
a greater share of taxable income in states with low, dr no, state income taxes,

Dusing the first quarier of 2010, the Company recordf#d a'$2.3 million increase 1o its deferred tax Liabilities associated with a change in the federal tax, ireatment of the Medicare Pact D
subsidy as a result of the Patient Protection and Affur'dab]c Care Act and the Health Care and Education Reconciliation Act of 2010 signed by the Bresident as of the end of March
2010, Like tax law changes in the past, it is expected that the impact of this change will be reflected in customer rates in the fumire. As a result, the Company has recorded 2 $5.1 million
regulatory assct related to this matter in its financial statements at December 31, 2010.

Environmental Matters w

Clean Air Act ;

The Clean Air Interstate Rule (CAIR) is an allowance cap and trade program thal required reduetions from coal-burning power plants for NOx emissions beginning Jamuary 1, 2005 and
50, emissions beginndng Janwary 1, 2010, with o second phase of reductions in 2015, On July 11, 2008, the US Court of Appeals for the District of Columbia vacated the federel CAIR
regulations. Various parties filed motions for racnnsiiderarion, and on December 23, 2008, the Court reinsrated the CAIR regulations and remanded the regulations back to the EPA for
promulgation of revisions in accurdance with the Coyrt’s July 11, 2008 order, Thus, the original version of CAIR promutgated in March of 2005 remains effective while EPA revises it
per the Court’s guidance. SIGECO is in compliance with the curreat CAIR Phas# | annual NOX reduction requirements in effect on January 1, 2009, and the Phase [ annual 80, reduction
requirements in =ffect on Janwary 1,2010. Utilizationjof the Company’s inventory of NOx and SO, allowances may alse be impacted if CATR is further revised, Mest of these

allowances were granted ko the Company al zero cosl* therefore, any reduction in carrying value that could result from future changes in regulations would be immaterial.

Similarty, in March of 2005, EPA promulgaied the Cléan Air Mercury Rule (CAMR). CAMR is an allowance cap and trade program requiring further reduetions in mercury emissions
feom coal-burning power plamnis. The CAMR regulatipns were vaceted by the 1S Court of Appesls for the DC Cireuit in July 2008, In response to the court Jecision, EPA has

announced that it intends ta publish proposed Maximim Achievable Control Technology standards for mercury in 2011. It ig wnceriain what emission limit the BPA is considering, and
whether they will address hazardaus poliutants in addition to mercury.
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To comply with Indiana’s implementation plan of thle Clean Air Act of 1990, the CAIR regulations, and to comply with potential future regulations of mercury and firrther NOx and
50, reductions, SIGECO has JURC authority to invest in clean coal technology. Using this authotization, SIGECO hes invested approximately $411 milfion in pollution control

equipment, including Selective Catalytic Rednction {SCR) systems, fabric filters, snd an SO, scrubber at its generating fucility that is jointly owned with ALCOA (the Company s portion
ts 150 MW). SCR technology is the most effective rethod of reducing NOx emissions where high removal efficicncics are required and fabric fillers control particulaie maner
emissions. Of the $211 million, $312 million was indluded in rate base for pumposes of determining SIGECO’s new electric base rates that went into ¢ffect on August 13, 2007, and $99

million is currently recovered through a rider mechantsm which is periodically updated for acnual eosts incurred including depreciation expense. As part of its recent rate proceeding, the
Company has requcsted 10 also include these more recent expendifures in rate base as well.

SIGECO’s coal fired penerating flect is 100 perceni scrubbed for 80, and 90 percent controlled for NOx. SIGECQ's investments in scrubber, SCR, and fabric filter technology allows for
compliance with existing regulations and should posfition it to comply with future reasonable mereury pollution control legislation, if and when, reductions are promulgeted by EPA. On
July 6, 2010, the EPA issucd its proposed revisions to CAIR, renamed the Clean Air Tramsport Rule, for public comment. The Transport Rule proposes a 71 percent reduction of S0,
over 2005 pational Jevels and a 52 percent reduction pf NOx over 2005 nationat levels and would further impact the utilization of currently granted 80, and NOx allowances. The

Company is currently reviewing the sufficiency of n* existing poliution control equipment in relation to the requirements proposed in the Clean Air Transart Rule and cuscently docs
not expect significant capital expenditures will be required to comply if the Tremsport Rule is adopted in its cutrent form.

Climate Change E
Vectren is commitied i responsitile environmental jrewardship and conservation efforts. Whils scientific uncertainties exist and the debate surrounding global climate change is

ongoing, current information sugeests a porential for adverse economic and social consequences should world-wide earbon dioxide (CO,) sod other greenhouss gas cmissions
continue al present levels. .

The Company emits greenhonse gases {GHG) primatfly from its fossil foel electric generation plants. The Company uscs methodelogy deseribed inthe Acid Rein Program {under Title
IV of the Clean Air Act) ta calculate its level of direct CO, emissions fram its fossil fucl electric gencrating plants. The Company’s direct CO, emissions from its plants over the past 5
vears are represented below:

(In thousands)

3 2010 2009 2008 2007 2006
Direct CO, Emissiens (fons)

6,120 5,500 1/ 8,029 7995 7,827

1l

1/ The decline in etnissions from 2008 to 2009 is primarily due t0 recessionary impacts that resulled in a 30 percent decrease in genération, It is not clear to what extent this recent
reduction may continue. !

Based on 2005 data made available through the Emissiions and Generation Resource lntegrated Database (eGRID) maintained by the EPA, the Company's direct CO, endssions ffom its

fossil fuel electric generation that report under the Acid Rain Program wese less than one half of one percent of all emissions in the United States from similar sources. The EPA has yet
10 relense data subsequent to 2004, i

Emissions from other Company operations, incleding!those from its natural gas distribution operations, are monitored interally using the Depertment of Energy 1605(b) Standard, and
the Company will report these other emissions generated in 2010 10 the EPA per mandalory reporting requirements later in 2011,

The nced to reduce C0, and other greenhousc gas entissions, yet provide affordable energy, requires thoughtful belance. For these reasons, Vectren supports a national climate change
pelicy with the following elements: ;

- Aninclosive scope that involves all sectors bf the economy and sources of greenhouse gases, and recognizes early actions and investmenis made 10 mitigale greenhouse gas
€MISFIoNs; '

- Provisions for enhanced use of renewable cpergy sources as a supplement to base load coal gengration inctuding effective cnergy conservation, demand side management,
and generation efficiency measures; :

- A flexible market-based cap and trade approsgh with zero cosi allowance allocations 1a coal-fired elactric generators. The approach should have a property designed economic
safety valve in order to reduce or eliminale extreme prive spikes and potential price volatility, A long lead time mist be inchoded 1o align nearer-term technology capabilities and
expanded generation efficiency and other enhanced rencwable strategies, ensuring that generation sources will rely lcss on natural gas to meet short term carbon reduction

requircments. This new regime should aflow for adequate resource end generatian planning and remove existing impediments to efficiency enhancements posed by the currsnt
New Source Review provisions of the Clean #il‘ Act; '
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Inclusion of incentives for investment in ad\)nnced clean coal technology and support for research end development;
* A sirategy supportting aliernative enctgy tet:hnn!ogms and binfuels and increasing the domestic supply of natural gas to reduce dependence on foreign oil and imported
naturaj gas; and
+ The allocation of zero cost allowances to natural gas distribution companies if thoss companies are required to kold allowances for the benefit of the end use customer.
Current initiatives 1o Increase Conservation & Redu e Emissions
The Company is committed 1o a pohcy that reduces greenhouse gas emissions and conserves energy usage. Evidence of this commiment includes:-
- Focusing the Company’s mission statement gnd purpose on ¢orporate sustainability and the need to help customers conserve and manage energy costs;
- Building 2 renswable energy portfolio to compiement base load coal-fired generation in advance of mandated renewabie energy porifolio standards;
Implementing conservation initiatives in the Company’s lndiana and Ohio gas utility service ferritories;
* The recent settlement agreement between the Company and the OUCC regarding electric demand side management initiatives;
- Evaluating potential carbon requirements with regard o new gencratiom, ather el supply sources, and future envirenniental compliance plans;
+ Reducing the Company’s carbon footprint by measures such as utilizing hybrid vehicles and optimizing generation cfficiencies; and
- Developing renewable energy and energy cl“%ciency performance contracting projects through its wholly owned subsidiary, Energy Systenis Group.

Numerous competing legislative proposals have been|introduced in recent years that involve carbon, energy efficiency, and renewable energy. Comprehensive encrgy legistation at the
federal level continues to be debated, but there has been litlle progress 1o date. The progression of regional initiatives throughout the United States has also slowed. While no climate
change legislation is pending in Indiana, the state is an observer to the Midwestern Regional Greenhouse Gas Reduction Accord and the state’s legislature debated, but did not pass, a
renewable energy portfolio standard in 2009, '

Legisiative Actions & Ovher Climare Change Inktialt [es

i
in advance of a federal or siate renewable poartfalio sta'hdard, SIGECO received regulatory approval to purchase a 3 MW iandfill gas generation facility from a related entity. The faciiity
wag purchased in 2009 and is directly interconnected jo the Company's disribuiion system. In 2009, the Company also executed a long lerm purchase power commitment for 30 MW of
wind energy. These transactions supplement a 30 MW wind energy purchase power agreement executed in 2008.

In April of 2007, the US Supreme Court determined that greenhouse gases meet the definition of "air pellutant” under the Clean Air Act and ordered the EPA to determive whether
greenhouse gas emissions from motor vehicles cause or contribute lo air poliution that may reasonably be anticipated 10 endanger public health or welfare. In April of 2009, the EPA
published its proposed endangerment finding far public comment, The proposed endangermen finding concludes that carbon emissions from mobile scurces pose an endangerment to
public health and the environment. The endangerment finding was finalized in Drecember of 2009, and is the first step toward EPA regulaling carbon ¢missions through the existing
Clean Air Act in the absence of specific carbon legislation from Congress. Therefore, any new regulations would likely also impact major stationary sources of greenhouse gases. The
EPA has promulpated two greenhouse gas regulation { that apply 10 SIGECO's generating facilities. In 2009, the EPA finalized a mandatory greenhouse pas emissions registry which
will require zepoiting of emissions beginning in 2011 aﬁur the emission year 2010). The EPA has also recently finalized a revision to the Prevention of Significant Deterioration (PSD) and
Title V permlttmg rules which would require facilities/that emit 75,000 tons or more of greenhouse gases 2 year to obtain a PSD permit for new construction or a significant modification
of an existing facility.
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Impacr of Legistative Actions & Other hitiatives is Wnkrown
[Fregulations are enacled by the EPA or other agencigs or if legislation requiring reductions in CO, and other greenhouse gases or egislation mandating a renewable energy portfolio

standard is adopted, such regulation could substantia)ly affect both the costs and operating characteristics of the Company™s fossil fuel generating plants, nenutility coal mining
aperations, and naturat gas distribution businesses. Further, zny legislation or regulatory actions taken by the EPA or other agencies would likely imnpact the Company’s generation
rescusee planning decisions, At this time and in the gbsence of final legislation or regulslory mandates, compliance costs and other effzcts associated with reductions in greenhouse
gas emissions or obtaining renewable energy sources remain uncertain. The Company has gathered preliminary estimates of the costs to control greenhouse gas emissions, A
preliminary investigation demonstrated costs to comply would be significant, first with regard to opetating expenses and later for capital expenditures as technology becomes available
to contral greenhouse gas emissions. However, thesd compliance cost estimates are besed on highly uncertain assumptions, including atiowance prices if 2 cap and trade approach
were employed, and energy efficiency targets. Costs/to purchase allowances that cap greenhouse gas emissions or expendimures made to control emissions should be considered a cost
af providing electricity, and as such, the Company believes recovery should be timely reflected in rates charged to customers. Custorner rates may alsa be impacted should decisions
be made to reduce the levet of sales to nunicipal and pther wholesale customers in order o meet emission targets,

Ash Ponds & Coal Ash Disposal Regulations

In Juoe 2610, the EPA issued proposed regulations affecting the management and dispesal of coal comburstion products, such as ash generated by the Company's coal-fired power
plants. The proposed rules more stringently regulate these byproducts and would tikely increase the cost of operating or expanding existing ash ponds and the development of new
ash ponds. The EPA did not offer a preferred alternative, but is taking public comment on multiple alteruative regulations, The altematives include regulating cosl combustion by-
products as hazardous waste. At this time, the majority of the Company’s ash is being beneficialty reused. The proposals offered by EPA allow for the beneficial reuse of ash in certain
circumstances. The Company estimeles capital cxpendilures 1o comply could be as much as $30 million, and such expenditures contd exceed $100 million if the most stringent of the
altgrnatives is selected. Annuel vompliance costs could increase slightly or be impacted by as much as $5 milion.

Clean Water Act i

Section 316(b) of the Clean Water Act requires that generating Facilities use the “best technology available™ to minimize adverse environmental impacts. More specifically, Section 316
{b) is roncerned with impingement aind entrainment of aquatic species in ance-tiraugh cooling water intake structures. Tn April of 2009, the U.3. Supreme Court affirmed ihat the EPA
could, but was not required o, consider costs and berefits in making the evaluation as10 the best lechnology available For existing facilities. The regulation was remanded back 1o the
EPA for further consideration, Depending upon the approaches taken by the EPA when it reissucs the regulation, capita) investments could be in the $40 million range if new
infrastructure, such as new cooling water towers, is raquired.

Jacohsville Superfund Site

On July 22,2004, the EPA isted the Jacobsville Neighiborheod Soit Contaminarion site in Evansville, Indiana, on the Nationat Priorities List under the Comprehensive Environmental
Response, Compensation and Liability Act (CERCLA). The EPA has identified four sources of historic icad contamination, These four sonrces shut down manufactring operations
years ugo, When drawing up the boundaries for the histing, the EPA included a 250 acre block of properties surrounding the Facobsviile neighborhoed, including Vectren's Wagner
Operations Center, Vectren's property has not been damed as a spurce of the lead contamination. Vectren's own soil testing, completed during the consiruction of the Operations
Center, did not indicate that the Vectren property confains lead contaminated soils above industrial cleznup levels. At this time, it is anticipated that the EPA may request only
additional soil testing at some future date. !
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Environmental Remediation Efforts
In the past, Indiana Gas, SIGECO, and others nperafkd facilities for the manufaciure of gas. Given the availability of natwal gas trensporied by pipelines, these facilities have not been

operated for many years, Under cutrently applicahl# environmental faws and regulations, those that owned or operated these facilities may now be required o teke remedial action if
certain contaminants are found above the regulatory thresholds at these sites,

Indiana Gas idenfified the existence, location, and ceftain general characteristics of 26 gas manufacturing and storage sites for which it may have some remedial responsibility. Indiana
Gas completed a remedial investigation/feasibility sfudy (RI/FS) at one of the sites under an agreed arder between Indiana Gas and the [DEM, and a Record of Decision was isseed by
the IDEM in January 2000. Indiana Gas submitied the remainder of the sites to the IDEM's Voluntary Remediation Program (VRP) and is ewrently eonducting some level of remedial
activitics, including groundwater monitoring at cettdin sites, where deemed appropeiate, aud will continue remedial activities at the sites as appropriaic and necessary.

Indiana Gas accraed the cstimated costs for further ibvestigation, remediation, groundwater ronitoring, and related costs for the sites. While the totel costs that may be incurred in
connection with addressing these sites cannot be detgrmined at this time, Indiana Gas has recorded cumulative costs that il reasonably expects to incur totaling approximately $23.1
million. The estimated accrued costs arc limited to Indiana Gas® share of the remediation efforts. Indiana Gas has arrangements in place for 19 of the 26 sites with other polentially

responsible parties (PRE), which limil Indiana Gas c¢sts at these 19 sites to between 20 percent and 50 percent. With respect 1o insurance coverage, Indiana Gas has received
approximately $20.8 miflien from all known insurance carriers under insurance policies in effect when these plants were in operation.

In Ocrober 2002, SIGECO received a formal information request letter frem the IDEM regarding five manufactured gas plants that it owned andior nperared and were not enralied in the
IDEM’s VRP. InOctober 2003, SIGECO filed applications to enter four of the manufactured gas plant sites in [DEM's VRP. The remaining site is currently being addressed in the VRP
by another Indiana utility. SIGECO added those fous sites into the renewal of the global Voluntary Remediation Agreement that Indiana Gas has in place with IDEM for its
manufactured gas plant gites. That renewal was apprpved by the IDEM in February 2004, SIGECO was also named in 2 lawsnit, involving another wasee disposal site subject to
potential environmental remediation efforts. With respect 10 that lawsuit, SIGECO settled with the plaintiff during 2010 miligating any Riture claims at this site, SIGECO has filed 2
declaratory judgment action against its insurance carticrs seeking a judgment finding its carriers liable under the policies for coverage of further investigation and any necessary
remediation costs that SIGECO may acerie under the VRP program and/or retated 10 the site subject to the recently settled lawsuir, In November, the Court ruled on twoe metions for
summary judgment, finding for SIGECO and against Fenain insurers on indemnification and defense obligations in the palicies at issue.

SIGECQ has recorded cumufative costs that it reasoriably expects to incur related to these environmental matters, including the recent settlememt discussed above, totaling
approximately 3138 million. However, the total cosis that may be incurred in connhcction with addressing all of these sites cannot be determined ar this time. With respect to insurance
coverage, SIGECO has recorded approximately $14.1!million of expected insurance recoveries from cenein of jis insurance carriers wider insurance policies in effect when these sites
were in operstion. While negotiations are ongoing wilh certain ¢arriers, setiiements have been reached with some carviers and $3.2 million in procesds have been received.

The costs the Company expecis to incur are estimate# by managemeni using assumptions based on achial costs incurred, the timing of eapected future payments, and inflation Factors,
among others. While the Company’s utilities have reforded all costs which they presently expect to incur in connection with activities at these sites, it is possible that future evants
may require some level of additional remedial activities which are not presently foreseen and those costs may not be subject to PRP or insurance recovery. As of December 31, 2010 and
2009, respectively, approximaicly $3.5 million and $6.5 million of accrued, but not yet spent, costs are included in Doher Liobilities related to both the Indiana Gas and SIGECQO sites,
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Rate & Regulatory Matters

Vectren South Electrie Base Rate Filing

On December 11, 2009, Vectren South filed a request jwith the IURC to adjust its base electric rates, The requested increase in base rates addresses capital investments, a modified
electric rate design that facilitates a partnership betwpen Vectren South and customers to pursue energy efficiency and conservation, and new cnergy efficiency programs to
complement those currently offered for natural gas cystomers. On July 30, 2010, Vectren South revised downward its increase requested through the filing of its rebutial position lo
approximately 834 million. The request addresses the roughly $325 million spent in infrastructure construction since its last base rate increase in Avgust 2007 that was needed to
continue to provide reliable service and updates to oglerating costs and revenues. The rate design proposed in the filing would break the link between smatl residential and commercial
customars' consumption and the utility’s margin, thepeby aligning the utility’s and customers” interests in using less energy. The revised request assumes an overall rate of retura of
7.42 percent on rate hase of approximately $1.3 biltion and an allowed retumn on equity (ROE) of 10.7 percent. The OUCC and SIGECO Industrial Group separately filed testimony in this
case, proposing an increase of approximately $11 milfion and $18 million, respectively. Furthermore, the intervening parties in (he case tovk differing views on, aong other matters, the

proposed rate design and the level and price of coal igventory. Hearings on all matters in the case were held in early March and late August 2010, An order is anticipated in the first
half of 2011. )

Vecrren South Electric Fuel Adjustment Filings

As stated above, electric relail rates contain 3 fuel adjustment clause (FAC) that allows for periodic adjusiment in energy charges to reflect changes in the cost of fuel and purchased
power. The FAC procedures involve periodic filings and IURC hearings to approve the recovery of Veciren South's fuel and purchased power costs,

During 2010, as part of its FAC testimony, the OUC( requested the FURC require Vectren South to rencgotiate its term coal contracts because they were priced higher then prevailing
spot prices. This request was repeated by the QUCC|in Veciren South’s base rate proceeding referred to sbave. Veciren South purchases the majority of its coal from Vectren Fuels,
Inc. (2 nonutility wholly owned subsidiary of the Cogpany) under coal contracis entered into in 2008, Vectren South states in its rate case testimony that the prices in the coal
contracts were at or below the market at the lime of coniract execution and veere subject to & bidding process that inchuded third parties. Further, the Company has already engaged in
contract renegotiations te defer certain deliveries, an to eliminate some valumes in 2011, with further price negotiation to scour in 2011 under the terms of the contracts. The IURC has
ajready found in a number of FAC proceedings since|2008, including in its most recent FAC order dated November 4, 2010, that the costs incurred nader these coal comaracts are
reasonable. '

The QUCC alsa raised concerns regarding Vectren Sputh’s generaling unit “must run” policy. Under that policy, for reliability reasons, Vectren Scuth instruets the MISO thar certain
units must be disparched regardiess of current markef conditions. The OUCC is reviewing data related to Vectren South’s “must run” policy.

The parties agreed to the creation of an FAC sub dogket proceeding to address the specific issues noted above, An order establishing the sub docket was issued by the TURC on July
28, 2010, OnNovember 30, 2010, in response to a joint motion filed by the OUICC and Vectren South, the TURC issued an order dismissing this suby docket as these coal contract issues
will be addressed in the pending Vectren South Electyic base mte case.

Vecen South Elecuic Demand Side Management Mgmm Filing

On Augnst 16, 2010, Vectren South filed a petition \j;_ﬂm the TURC, seeking approval of its proposed Demand Side Management {DSM) Programs, recovery of the costs assaciated with
these programs, recovery of Jost margins as 8 result of implementing these programs for large cusiomers, and recovery of performance incentives linked with specific measurement
criteria on all programs, The DSM Programs proposéd are consistent with a December 9, 2009 order issued by the IURC, which, among other actions, defined long-term conservation
objectives and goals of DSM programs for all Indiana electric utilities under a consistent statewide approach. In order to meet these objectives, the IURC order divided the DSM
programs into Core and Core Plus programs. Core prpgrams are joint programs required to be offered by all Endiana eleetric urilitics to all costomers, ineluding large indusirial
customers. Cere Plus programs arc thuse programs not required specifically by the [URC, but defined by each utility to meet the overall energy savings largets defned by the IURC.
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Inits August filing, Vectren South proposed a three-year DSM Plan that expands its cuent portfolio of Core and Core Plus DSM Pragrams in order to meet the encrgry savings goals
established by the IURC. Vietren South requested recovery of these program costs under a current tracking mechanism. In additien, Veeiren South praposed a performance mecenlive
mechanism that is contingent upon the success of each of the DSM Programs in reducing encrgy usage to the levels defined by the IURC. This performance incentive would also be
recovered in the same tracking mechanism. Finally, the Company proposed lost margin recovery associated with the implementation of IVSM programs for large customers, and cited its
deceupling proposal applicable 1o residential and gengral service customers in the pending elevtric base rate case. On January 20, 2011, the OUCC apd Vectren South filed a settiement
with the IURC reflecting agreament an the Com]:nny‘J_r;mgrams and los) margin recovery from large customers. A hearing will be held on March 8, 2011 involving al] parties to this
proceeding. ;

VEDO Gas Base Rate Order Received !

On January 7, 2009, the PUCO issued an arder approving the stipulation reached in the VEDO rale case. The order provides for a rate increase of nearly $14.2 million, a5 overall rate of
return of B.3% percent on rate hase of about $235 million; an opportunity to recover costs of a program to accelernte replacement of cast iron and barg steel pipes, as well as certain
service risers; and base rate recovery of 2n additional $2.9 millien in conservstion program spending.

|
The order also adjusted the rate design used to collect the agreed-upon revenue from VEDO's customers. The order allows for the phased movetnent toward a straight fixed variable rate
destgn for residential customers which places all of the fixed cost recovery in the customer service charge. A straight fixed variable design mitigates; most weather risk as well as the
effects of declining usage, similar to the Company’s decoupling mechanism, which expired when this new rete design went into effect on February 22, 2009. In 2008, _anmlal resulls
include appraximately $4.3 milkion of revenue from the decoupling mechanism that did not continue once this base rate increase went into effect, Since the straight fixed variable rate
design was fully implemented in February 2010, nearly 90 percent of the combined residential and commereial base rate margins were recovered through the customer service
charge. The OCC appealed this rate order o the Ohio [Supreme Court, which bad affirmed PUCO crders authorizing straight fixed variable rate design ia two other cases. On December
23, 2010, the Ohio Supreme Conrl affirmed the PUCO prder authorizing straight fixed varizble rate design in VEDO's case,

With this rate order, the Campany has in place for its @hio ges territory rates thai allaw for a straighi fixed variable rate design that mitigates both weather rigk and lost margin for
residemial custamers; tracking of uncollectible accounts and percent of income payment plan (PIPF) expenses; base mate recovery of pipeline inlegrity menagement expense; timely
recovery of costs associated with the acceierated replacemnent of bare steel and cast ivon pipes, as welt a2 certain service risers; and expanded conseyvation programs now tolaling up to
$3 milkion in annual expenditures, i )

VEDO Continues the Process to Exit the Merchant Fuhction

On August 20, 2008, the PUCO approved the results ¢fan auction selecting qualified wholesale suppliers o provide the gus commodity 1o the Compeny for resale to its customers at
auction-determined standard pricing. This standard plicing was comprised of the monthly NYMEX settlemenit price plus a fixed adder. This standard pricing, which was effective from
October 1, 2008 through March 31, 2010, was the initial step in exiting the merchant function in the Company’s Ohio service territory. The approach climinaled the need for monthly gas
cost recovery (GCR) filings and prospective PUCO GQR audits, In October 2008, VEDQ's entire natural gas inventory was transferred to the auction's winning wholesale suppliers,
resulling in proceeds to VEDO of approximately $§107 million.

| .
The second phase of the exil process began on April 1, 2010. During this phase, the Company no longet scils natural gas directly to customers. Rather, state-certified Competitive
Retail Natural Gas Suppliers, that were successful bidders in a similar regulatory-approved auction, sell the gas commaodity to specific customers for 2 12 moath period af auction-
determined standard pricing. The first auction was conducted on January 12, 2010, 2nd the anction results wese approved by the PUCO on January 13, 2010. The plan approved by the
PUICQ required that the Company conduct at least twh annual auctions duriag this phase. As such, the Corapany conducted another auction om funuary 18, 2011 in advance of the
second 12-month term which commences on April 1, 3011, The tesults of that auction were approved by the PUCO on January 19, 2011. Consistent with current practice, cusiemers will
continug to receive o single bill for the commodity as Yell as the delivery eomponent of namwral gas service from VEDO. Vectren Source, the Company’s whelly owned nomutility retail
gas marketer, was @ successy] bidder 1n both auctiong.
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The PUCO provided for an Exit Transition Cost nder which allows the Company to recover costs associated with (e transition process. Exiting the merchant furction should not have

a material impact on eamings or financial condition. ' It, however, has and will continue to reduce Gas utility revenues and have an equal and offsetting impact 10 Cost of gas sold as
VEDO no longer purchases gas for resale in these cﬁsmmm

Vectren North Gas Base Rate Order Recafved

On February 13, 2008, the Company received anr ordgr fiom the IURC which approved the serddement agrecment reached in its Vectren North gas raie case. The order provided for a bass

Tate increase of $16.3 million ead & retum on equity (ROE) of 10.2 percent, with an overall rate of retumn of 7.8 percent on rate base of approximaiely $793 million. The order also provided
for the recovery of 310.6 million of costs through separate cost recovery mechanisms rather than base rates.

Further, additional expenditures for a multi-vear bare Lteel and cast iron capital replacement program will be afforded certain accounting treatment that mitigates earnings altrition from
the investment between rate cascs. The accounting treatment zllows for the continuation of the accrual for AFUDC and the deferral of depreciation expense after the projects go in

service but before they are included in base rates. Td qualify for this treatment, the annnal expenditures are limited to $20 million and the treatment cannot extend beyond four years
from the in-service date for each specific project.

!

Witk this order, the Company has in place for s Nujm gas territory weather normalizarion, a conservation and demupling mechanism, recovery of gas cost expense related o

uncollectible accounts expense based on historival experience and tracking of unaccounted for gas costs through the existing (JCA mechanism, and tracking of pipeline imegrity
management experse.

MISO

The Company is a member of the MISO. a FERC approved regional transmissian organization. When the Company is a net seller of its generation, such net revenues, which totaled
524.9 million, $20.8 million, and $57.6 million for the twelve months cnded December 31, 2010, 2009, and 26008, respectively, are included in Electric utility revenues, When the Company

is a net purchaser such net purchases, which totaled $46.1 million, $34.4 million, and $16.6 million for the twelve months ended December 31, 2010, 2009, and 2008, respectively, are
included in Cost of firel & purchased power. Net pogitions are determined on sn hourly basis.

The Company also receives transmission revenuc fro&l the MISO which is included in Eleciric utility revenues and totated $13.8 million, 514.6 million, and $9.3 million for the twelve

menths ended December 31, 2010, 2009, and 2008, regpectively, These revenues result from other MISCQ members' use of the Company’s transmission system ds well as the recovery of
the Company’s investment in certain new electric ransmission projects meeting MISO's transmiasion expansion plan criteria.

One such project currenily under construction meetiny these expansion plan criteria is an interstate 383 Kv transmission line that will connect Vectren's A.B. Brown Generating Station
to 2 station in Indiana ewned by Duke Energy to the north and to a station in Kentucky owned by Big Rivers Electrie Corporation to the south, During the construction of these
transmission assats and while these assets are in service, SIGECOQ will recover 2n approximate 10 percent neturn, inclusive of the FERC approved equity rate of return of

12.38 percent, on capital investments through a rider fnechanism which is projecied annualty and reconciled the following year based on actual resofis. Of the total investment, which is
expeécted to approxitmatg $90 million, the Company hag invested approximately £39.2 million ns of December 31, 2010. The north leg of this expansion was placed in service in November

2014, and the south leg of this project is expected to b opcrahunal in 2012. Further, the FERC approval allows for recovery of expenditures made in‘the event of unforeseen difficulties
that delay or permanently halt the project.

7.
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Results of Operations of the Noputility Group

The Nonutility Group operates in four primary husmdss areas: Infrastructure Services, Encrgy Services, Coal Mining, and Energy Marketmg Infragtruchire Services provides
underground construction and repair. Energy Semces provides performance conttacting and renewable energy services. Coal Mining mines and sells coal. Energy Marketing markets
and supplies natural gas and provides energy managbment services. There are also other legacy businesses that have invested in ensrgy-related opportunities and services, real csiate,
and teveraged leases, among other invesiments. TheNonutility Group supports the Company’s regulated utilitics pursuant to service contracts by providing natural gas supply
services, coal, and infrastruchure services. Nonutility Groop camings for the years ended December 31, 2010, 2009, and 2008, follow:

_ Year Ended December 31,
¢(In millions, excep! per shore emoants) : 2010 2009 2008
NET [NCOME ’ 5 08§ 258 3 18.9
— e .
CONTRIBUTION TO VECTREN BASIC EPS : 3 012§ 832§ .24

NET INCOME [LOSS) ATTRIBUTED TO:
Infrasteucture Services S |
Energy Services
Coal Mining
Energy Marketing
Other Businesses

§

Infrastructure Services

Infrastructure Services provides underground construction and repair to ulility infrastructure through Miller Pipeline, LLC (Miller). Inclusive of holding company costs, Infrastruchure’s
operations contributed eamings of 33,1 miltion in 2014, compared to $2.4 million in 2009 and §3.2 million in 2008,

In 2010, Miller’s earnings coniribution increased $0_7 million, cotupared to eamings generated in 2000. Even with cold weather conditions in the first quarter of 2010 restricting
consiruction Jevels, results in 2010 compared tv 2009 reflect higher revenues and man hours worked. Man hours increased approximately 4 percent in 2010 compared to both 2009 and
2008. The lower earnings in 2009 compared to 2008|pnrnan]y results from customer cutbacks in spending as a result of the recession. In addition, startup costs associated with new
coniracts also negatively impacted year over year respits. Lower interest rates partially offsct the lower margins. The year ended December 31, 2008 was a record yeer in terms of
eamings contribution from Miler, i

Utilities continue to replace their aging natural gas and wastewater infrastructure and needs for shale gas infrastructure are becoming more prevatent, The current low interest rate
environment, when coupled with the lmpacts of bonys depreciation legislstion and proposed regulations to accelerate 1he replacement of aging gas pipeline infrastructure, pasitiens
Milier for future growih and resulting earnings.

Energy Services

Energy Services provides energy perfcrmance oontnictmg and renewable energy services through Energy Systems Group, LLC (ESG). Inclusive of helding company costs, Energy
Services’ operations contributed eamings of $6.4 m:lhbn in 2010, cempared {0 $8.4 million in 2009 and §6.2 million in 2008,

Over the last three years, performance contracting oﬁzmhons have continued to grow. At December 31, 2010, ESG's backlog was $118 million, a new record level, compared to $70
million at December 31, 2009 and $65 million ai Decamber 31, 2008, reflecting substantial wark for 2011 and beyond. Both 2009 and 2008 were Exvorably impacted by discrete renewable
encrgy projects. As pant of ESG's ongoing renewablk: cnergy project development strategy, results in 2009 include the sale of a 3 megawait landfili gas facility, With IURC appraval, the
Tacility was sold to SIGECO, (o further the utility's stfategy of building a senewable energy portfolio. ESG’s earnings associated with ihis renewable project match the results of'a similar
land fill gas project completed for a third party cusiomer near Atlanta, Geargiz in 2008.

!
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The national focus on a comprehensive epergy strategy and a continned focus on renewable energy, encrgy conservation, and sustainability measures by ESG's customers are
expected to create favorable conditions for ESG's fimre growth. As a fecent example, on February 8, 2011, ESG was selected to design, construct, and operale a landfill gas-to-recycled
matural gas processing facility for DeXalb County, Greorgia’s Seminole Road Landffll. The recycled natural gas will be used to fuel compreased natural gas (CNG) vehicles at the
Seminole Road Landtill, and the project will result in millions of dollars in savings in fuel costs o operate the Dekalb County sanitation fleet.

Coal Mining ‘
i

Ceal Mining owns mines that produce and sell coal ito the Company's utility operations and o third parties through its wholly ewricd subsidiary Vectren Fuels, Ing. (Vectren
Fuels). Coal Mining, inclusive of holding company costs, eamed approximately $!1.9 million in 2010, compared to $13.4 million in 2009 and & loss of 4.6 million in 2008,

In 2010, Coal Mining revenues were $210 million, 2 $17 million increase comparad to 2009 and a 346 million increase compared 1a 2008. In 2010, expected higher depreciation and other
mining costs as well as higher interest costs associated with the ramp up of mining at the Qaktown mine complex maie than ofFset the increese in sales. n 2009 compared ta 2008, Coal
Mining earnings increased based on new cantract pricing effective January 1, 2009. The impact of higher revennes in 2009 was somewhat offsct by increased costs per ton rained and
the recession. The anticipated cost increase was reflective of efforts of the contract winer to reconfigure the mining operation at Prosperity mine in order ta improve futze praductivity

and meet Mine Safery and Health Administration (M3HA) requirements. During the second half of 2009, these improvements began to favorably impact production and operating
COsts.

The recent recession resulted in a decrense in the derpand for, and market price of, Illinois Basin coal and has resulted in lower than anticipated earnings from Coal Mining

operations, The lowered demand caused some build up of coal inventory at most customer locations as well as at the mines owned by Vectren Fuels. As a result of coniracts with
wnininum delivery provisions, certain customers sealed back their deliveries within specified limits. This resulted in less 201§ and 2009 mine production as preduction was aligned with
customer’s needs. In the current market conditians, the coal mines sold 3.7 million tons in 2010, 3.5 million tons in 2009, and 4.2 miltion ros in 2008, During 2010, there has been: some
improvement in the demand and supply imbalance far 1ilinois Basin coal that begen in 2005. Demand is refurning as evidenced by successful negotiations with 5 number of new tern

supply contracts, as well as cantinued spot sales. Thé anticipated 2011 coal production is approximately 5.1 million tons with total sales in 2011 of $.4 million tons expected and over
$0% of those szles have been contracted and priced)

Qaktown Mines

i
The first of two new undergronnd mine investments, Jocated near Vincennes, Indizna, began full operations in 2010. The second mine is currently expected to open in 2012. However,

Vectren Fuels may continue to adjust this timing as i cvaluates the impacts of market conditions. Reserves at the rwo mines gre estimatad at about 103 miflion tons of recoverable coal
at 11,200 BTU and less than 6-pound sulfur dioxide. [The reserves at these new mincs bring total coal reserves to approximately 137 million tons at December 31, 2010. Once in
production, the two new mines are capable of producing ahout § million tons of coa! per year. Management expects 1o incur approximately $200 millian to access the coal reserves. At
December 31, 2010, Vectren Fuels has invested approximatety 5186 million in the new mines toward initial construetion,

Mine Safety Infoermartion

The Company, through its wholly owned subsidiary Yectren Fuels, Inc., owns coal mines and related assets located in Indiana. The Company has retained independent third party
contract mining companics 1o operate its coal mines. [Five Star Mining LLC ("Five Star") is (he contract mining company at the Prosperity undetground mine and Black Panther Mining
LLC ("Black Panther") is the contract mining com;ﬂ;?r at the Oaktown underzround mines. While in operation, Vigo-Cypress Creek, LLC was the centract mining company at Cypress
Creek surface mine. The contract mining companies ate the mine “operator”, as that term is used in both the Federal Mine Safety and Health Act of 1977 (the “Mine Act")and the Dodd-
Frank Well Street Reform and Consumer Protection Alct of 2010. All empleyees at the coal mines are hired, supervised, and paid by the contract mining companies. As the mine
aperafor, the contract rining companies make afl reghlatory flings reguired by the MSHA. Inmost circumstances, however, the cost of fines and penalties assessed by M3HA are
contractually passed through from the contract mining company te Vectren Fuels. The process of settling such claiims can take years in certain circymstances. During the year ended
December 31, 2010, the Company paid zpproximatety [59.7 million relaled 10 assessments isswed to ihe mine operators.

-39

121



Table of Courems :

More detailed information about the Company's mines] including safety-related data, can be found at MSHA's website, www.MSHA. gov. Prosperity operates under the MSHA
idenrification number 1202249; the Oakiown mining complex operates under the identification mumbers 1202394 and 1202418, and Cypress Creek’s identification mimber is

1262178, Mine safety-related data included on the MSHA website is influenced by the size of the mine, the level of activity at the mine, and the mine inspecter’s judgment, amoag other
factors. These factors can impact the comparability of information from mine to mine and time period to time petiod. Given the recent incidents at coal mines of other companies, &
significant increase in the frequency aad scape of MSHA inspections continues., Tr addition, both houses of Copgress are considering mew mine safety legislstion. The Company 1
currently assessing the impact new laws and regulatioﬂ)s may have on its investinents.

Energy Marketing

Energy Morketing is comprised of the Company’s gas larketing operations, energy management services, and resail gas supply opsrations. Operating entities contributing to these
results include Prol iance and Vectren Source, Results| inclusive of holding company costs from Energy Marketing for the year ended December 31, 210, were 4 loss of $4.2 miltion,
compared to eamings of $4.1 million in 2009 and $18.0 million in 2008,
ProLiance :

ProLiance, a nonutility energy marketing affiliate of Vietren and Citizens, provides services o s broad range of municipalities, utifities, industrial operations, schools, end healthcare
instifulions located throughout the Midwes) and Southeast United States, Profiance’s custemers include Vectren's Iadiana milities and nooutility gas supply operations aad Citizens’
utilities. ProLiance’s primary businesses include gas niarketing, gas porifolio optimization, and other portfolio and encrgy management services. Consistent with its ownership
percentage, Yectren is aflocated 61 percent of ProLiange's profits and losses; however, governance and voting rights remain at 50 percent for cech member. Therefore, the Company
accounts for ifs investment in ProLiance using the equity method of accounting. Vectren reccived regulatory approval an April 23, 2008, from the TJURC for ProLiance to confinue to
provide naturat gas supply services to the Company'siIndiana uitities through March 201 1. On November 3, 2010, a setilement agreement was fled with the JURC providing for
ProLiance’s continued provision of gas supply scrvicés to the Company’s Indiana utilities and Citizens Gas for the period of April 1, 2011 through March 31, 2016, The seulement has
been agreed to by all of the represematives (hat were garties ko the priot scttlement. An order is anticipaed during the firsi quarter of 2011,

Vectren Energy Marketing and Services, Inc (EMS), a|wholly owned subsidiary, holds the Company's investment in ProLiance, Within the consotidated entity, EMS is responsible for
certain financing costs associated with ProLiance and|is also responsible for income taxes and aldocated corporate expenses retated 10 the Company’s poriion of ProLiance's

results. During the year ended December 31, 2010, ProLiance’s results, inclusive of financing costs and income taxes, were a loss of approximately $7.9 million compared to a loss of $2.3
million in 2008 and earings of $16,5 million in 2008. Results in 2009 inciude an $11.9 milkion after tax charge associated with ProLiance's investment in Liberty Gas Storape, as noted
below. :

Tn 2010 compared 1o 2009, results at TMS related toPrbLiance- decreased $5.6 milhion. Before the Liberty Charge, ProLiance’s results decreased appraximatedy $17.5 million year over
year. The decrease reflects the impacts of new nzturall gas sources from shale and greater transmission capacity as well as the impacts of reduced industrial demand for natural gas in
the Midwest. These conditions have resulted in plentiful natural gas supply and fower and less volatile natucal gas prices. Historical basis differences between physical and fingncial
markets and summer and winter prices have narrowed, As aresult, there have been reduced ppportunities to optimize ProLiance's firm transportation and storage capacity. Prol.iance
has structured oplimization activities to remain flexiblp to maximize potential opportanities if marker conditions improve aod has undertaken other actions io improve future

results. However, if current market conditions conlinge, resulling in continued depressed asset optimization opporhunities, it is expected that ProLiance will experience a loss in 2011.
Given the continning compressed margins experienced during the first few weeks of 2011, the Company ciurently estimates a first quarter 2011 net loss of appeoximatety $9.0 million to
$13.0 million, cempared 1o first quarter 2010 eamings| of $3.% million, and therzafter results are expected to be about breakeven for the remainder of the year based upam the cugrent
market for basis and seasonal spreads. i

ProLiance has approximatety $80 million of annual fiixed costs related 1o its transportation and storage contraets, with contracis representing nearly o third of these fixed eosts expiring
over the next three years and half gver the next five ydars. At December 31, 2010 ProLiance continued to maitain significant sources of lquidity beyend its cradit facility, which is op
for renewal in June 2011, and its balance sheet has $209 million of members’ equity. no long-term debt, and $49 million of werking capital debt outstanding, which has now beel:: rapaid.
Various profit improvement initiatives are underway,including lowering the cost of pipeling demand eosts through ongoing pipeline renegotiations. Shonld market conditions improve
from the current depressed levels, ProLiance's retumn o profitability would be aceelerated. ‘
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During 2003, ProLiance’s eatnings contribution dcct‘puscd $18.R million compared to 2008, The decrease reflects the 2009 Libesty Charge and also reflects fower cash to NYMEX spreads
compared to the prior year, particularly spreads existing in the third quarter of 2008 that had upprecedented price volatility and resulted in record quartetly carnings from
PreLiance. ProLiance’s storage capacity was 46 Heflat December 31, 2010 and 2009 compared to 42 Bef'at December 31, 2008.

For the years ended December 31, 2810, 2009, and $08, the amounts recorded to Equity in earnings af unconsolidated affiliates related to ProLisnce's operations totsled a pre-tax loss
of $2.5 millien, eamings of $3.6 millien, and eamingts of $39.5 million, respectively. The eamings in 2009 include the Liberty Charge described below,

Investment it Liherty Gas Storage

Liberty (as Sterage, LLC (Liberty}, a joint venture l%etwecn a subsidiery of ProLience and a subsidiary of Sempra Energy (SE), is a development project for salt-cavern natural gas
storage facilities. ProLiance i3 the minority membet with a 25 percent interest, which it accounts for using the equity method. The project was expected to include 17 Bef of capacity in
its north facility, and an additional 17 Bef of capacity in its south fagjlity. The Liberty pipeline system is currently connected with several intersiate pipelines, including the Cameron
Interstaic Pipeline operated by Sempra Pipelines & 3torage, and will connect area LING regasification terminals to an inrerstate natural pas transmission systern and slorage
facilitics, ProLiance’s investment in Liberty is $36.7 kmil!icm at Dgcember 31, 2010, after reflecting the charge discussed below.

In jate 2008, SE advised ProLiance that the compleu n of the phase of Liberty's development at the north site had been delayed by subsurface andiwell-completion problems. Based on
testing performed in the second quarter of 2008, SE determined that attempis at corrective measures had been wnsuccessful in development of cermin caverns. At June 30,2009, Liberty
recorded a charge of approximately $132 miltion to

ite off the north caverns and certain related asscts. As an equity investor in Liberty, ProLianee recorded its share of the charge,
totaling $33 million at june 30, 2009. The Campeny'q share ic $11.9 million after tax, or $0.13 per share. In the Consalidated Statement of Income for the year ended December 31, 2009,
the charge is an approximate $19.9 million redustion io Eguity in earnings of unconsolldated affiliotes abd an ncome tax benefit reflected in facome taxes of approximately $8.0 mitlion.

ProLiance has not expérienced, and does not expect, jany impact fo its liquidity or access to capital es a result of the impairment charge, nor is it expected that this sitation will impact
ProLiance’s ability to meet the needs of its cnsmmem

Liberty received a Demand for Arbitration from Williams Midstream Natwral Gas Liquids, Inc. (“Williams™) on February 8, 2011 related to a Sublease Agreement (*Sublease™} between

Liberty and Williams. Williams alieges that Liberty was negligent in its attempt o convert certain salt caverns lo netural gas starage and thereby damaged the caverns. Williams alleges
damages of $56.7 millien. Liberiy believes thas the rAmmS are without werit and believes thas it has compied with a!l of its obligations to Williams and bas propetly terminated the

Sublease. Liberty intends ta vigorously defend itselfland believes it has counterclaims against Williams which it wiil assert in the arbitration proceeding. Liberty has made no accrnal
for this matter as of December 31, 2010.

Vectren Source

Vectren Source, & wholly owned subsidiary, prov:dc$ natural gas and other related products and services to customers opting for choice ainong enevgy providers., Wectren Source
camed approximatety $3.7 million in 2040, compared 1 56.4 million in 2009 and $1.5 million in 2008. Results in 2010 were lower than the prior year, & expected, due la higher margins on
variahle priced confracts in the first quarter of 2009. Lhuring 2009°s first quarter, revenues on variable priced sales contracts fell more slowly than gas costs. Rewulls in 2008 were
impacted by 2 30,5 miltion gain on e sale of its Geofzia customer base. Vectren Source’s cusforer count al December 31, 2010 was approximately 227,800 equivelent cnstomers,
compared to 139,000 ar December 31, 2008 and 170,000 ar December 13, 2093, The 2010 custorner coum refleers nearly 100,000 cusiomers in YEDOQ's service tesritory that have either
voluntarily opted Lo choose their natural gas supplier br are supplied natural gas by Vectren Sounrce but remain customers of the regulated utility as part of VEDO's exit the merchant
funcrion process. As a result of s supplier choice anction held on January 18, 2011 in VEDQ's service territory, Vectren Source will increase iis customer base by 28,000 to aver 255,000.
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Other Businesses |
|
|

Within the Nonutility business scgment, there are leghcy investments involved in energy-rolated apportunitics and services, real estale, levereged leases, and other ventures. As of
December 31, 2010, remaining lcgacy investments inclnded in the Other Businesses portfolic total $52.7 mitkion, of which $40.9 million are included i Other monutifity investments and
$11.83 million are included in fmvestments in unconsoligated affiliates. Furiher separation of that remaining investment by type of investmen follows: commercial res) esmte $19.2
million; leveraged leases $17.9 million; affordable housing projects $7.2 million; Haddington Energy Partners $3.4 million; and other investments $4.4 mittion. As of December 31, 2009,
investments totaled $64.5 million. :

Other Businesses losses were 37.4 million in 2010, coripared to n foss of $2.5 million in 2009 and » Joss of $5.9 miltion in 2008. Results in 2010 raflect a $4.0 million after tax charge related
1o a dectine in the fair value of an energy-related investment originally made in 2004 by Haddington Enesgy Partners. The lower resulis in 2010 also reflect a first guarter $2.9 million aft:r
tax charge related to the reduction in value of a note rdceivable recorded in 2002 related 10 a previoushy exited business. Resulls in 2008 reflect a write-down associsted with commercial

real estate investments. |

Haddington Energy Partnerships !

The Company has an approximate 40 percent ownersHip interest in Haddington Energy Partners, LP (Haddington [) and Haddington Energy Partners 11, LP (Haddington 1T) Thﬂ§e
Haddington ventures have inferests in two remaining mid-stream energy telated investments. Both Haddington ventures arc investment companies accousted for using the equity
methad of accounting, ;

During the second quarter of 2010, the Company recdrded its share af the decline in fair value and also impaired a nots receivable associated with Haddinglon’s investment in a
ligueficd natural gas facility. In total, the charge was approximately $6.5 million, of which, $6.1 million is reflected in Egueity in earmings of unconsefidated affiliotes and $0.4 million is
reflected in Qther-ner. Al December 31, 2010, the Company’s remaining $3.4 million investmmeni in the Haddington venmres is related to payments to be recaived associated with the
snle of a compressed air storage facility sold in 2009, IThe Company has no further commitments 10 invest in either Haddington Lot 11

|

2008 Commiercial Real Estate Charge !

The recession impacied the value ol commercial real {I:stale investments within this portfofia. During 2008, the Company assessed its commercial real esfate favestments for impairment
and identified the need 1o reduce their carrying values. | The 2008 impaioment charge totaled $10.0 million, $5.9 million after tax, or $9.08 per basic eamings per share. OF the $10.0 million
chzrge. §5.2 million is included in Orher-er and $4.% fnillion is included iu Gther operating expenses. The charge impacted the carrying values of primarily nofes receivable

collateralized by commercial real estate and an offic ]:uilding. The Company took possession of the office buflding when a leveraged lease expired in 2008; the building is currently for

sale. ;

i Impact of Recently Issned Acceunting Guidance

Variable Interest Entities

In June 2009, the FASB issued new accounting guidance reganding variable interest entities {VIE's). This new guidance is effective for annual reporting periods beginaing sfier
Movember 15,2069, This guidance requires a qualitative analysis of which holder of a variable interest controls the VIE and if thet interest holder mist consolidate @ VIE. Additionally,
it requires additional disclosures and an ongoing reagsessment af who must consolidate a VIE. The Company adopted this guidance on January 1, 2016. The adoption did not have any
impaet on the consolidated financial statements. ,

Fair Value Measurements & Disclosures {

In January 2010, the FASB issued new accounting |idance on improving disclosures about fair market value. This guidance amends prior disclosyre requirements involving fair value
measuremnents ko add new requirements for disclosupes about transters into and out of Levels 1 end 2 end seperate disclasures about purchases, sales, issuances, snd scttiements
relafing to Level 3 measurements. The guidance alsol clarifies existing fair vatue disclosures in regard 1o the l¢vel of disaggregation and about inputs and valuation technigques used 1o
measure fair value, The guidance slso amends priordisclosure requirements regurding pastretircment beaefit plan assets to require that disclosurss be provided by classgs of assers
instead of major categories of assets. This guidance Is effective for the first reporting period beginning after December 15, 2009. The Company adepted this guidance for its 2010
teporting. Duc to the low level of items carried at faif value in the Company’s financial statements, the adoption has not had any material impact,
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Critieal Accoonting Pelictes

Managemenl is required te make judgments, assumptions, and estimates that affect the amounts reported in the consolidated financial statements and the related disclosuzes that
conform to accounting principles generally acceptedl in the United States. The consolidated financial statement footnates describe the significant accounting policies and methods
used in the preparation of the consclidated financial statements, Certzin estimates used in the financial atatements are subjective and use variables that require fudgment. These
include the estimates to perform poodwill and otheriasset impairments tests and ta deferniine pension and postretirement benefit obligations. The Cornpeny makes other estimales in
the course ol accounting for unbilled revenue and tHe effects of regulation that are critical to the Company’s financial results but that are less likely te be impacted by near tenn
changes. Other estimates that significantly affect the Company’s results, but are ot necessarily eritical to operations, inchude depreciating utilily and nonutility plant, valuing
reclamation liabilities, valuing derivative contracts, and estimating uscollectible accounts and coal reserves, among others. Actual resuits could differ from these estimales,

Impairment Review of Investments

The Company has both deht and equity investments|in unconsolidated entities. When events occur that may cause an investment to be impaired, the Company performs both a
gualitative and guantitative review of that investment and when necessary performs an impairment analysis. An impairment analysis of notes receivable usually involves (he
comparisan of the investment’s estimated free cash flows to the stated ferins of the nole, or in certain cases For notes that ere collateral dependent, a comparison of the collateral’s fair
value, 1o the carrying amount of the note. An impaitment analysis of equity investments involves comparison of the investment's estimated fair value to its carrying amount and an
assessment of whether any decline in fair value is “other than temporary.” Fair value is estimated using market comparisons, appraisats, and/or discounted cash tlow

analyses. Calculating free cash flows and fair valuciusing the above methods is subjective aod requires judgment concerning growth assumptions, Jongevity of eash flows, and
diseount rates (for fair value caiculations), among orhers,

The recent econcmic recession impacted the value of commercial real eslate investments within the Other Businesses nonutility portfotio. During 2008, the Company wsscssed its

commercial real estate investments for impaimient using the methods described above and identified the need to reduce their cartying values. The impairment charge recorded in 2008
(otaled £10.0 million. [

Significant assumptions impacting these analyses wcfe holding periods, net aperating income and capitalization ratcs, which increased dnring 2008. Related to capitalization rates, the
Company used a .75 cap rate in its valuation of o suburban Chicage commercial real estate holding awned by the Company that is curresily vacant and a 9.25 cap rate in its vaiuation of
Jeased commercial real estale located in Charlotte, NU and Birmingham, AL that serve os collateral for a note receivable. A 50 basis point increase in those cap rates would have
increased the impairment charge by $2.5 million. The Company cxamined these investments for impairment throughout 2010 and 2009, noting that current capitalization rates and other
assumptions indicate no further impairment. However, the commercis! real cstate markets remain soft and uncertain. Should current morket conditions continue or worsen, additional
impairments could result and actual realized values cduld differ from the current carrying values.

Goodwill & Intangible Assets |

The Company performs an annual impairment analysts of its goodwill, most of which resides in the Gas Utility Services operating segment, st the beginning of each year, and more

frequently if events or circumstances indicate thatan {mpairment Joss may have been incurred. Impairment tests are performed a1 the reporting unit level, The Company has determined

its Gas Utility Services aperating segment as identified in Note 19 io the consolidated financial statements to be the level at which impairment is tesicd as its reporting units are

similar. Monutility Group reparting vnits are generally defined as the operating companics that aggregate segments. An impairment 125t requires thar » reporting unit’s feir vatue be
_estimated, The Company used a discounted cesh flow model and other market based information 1o estimate the fair value of its Gas Utility Services operating segment, and that

estimated fair value was compared to its carrying amdunt, including goodwill. The estimated fair value has been in excess of the carrying amount in each of the last three years and

therefore resitlted in no impairment. Goodwilt related to the Nonutility Group is alse lested using market comparable data, if readily available, or a discourited cash flow model.

|
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Estimating fair valuc using & discounted cash flow mpdet is subjective and requires significent judgment in applying a discount rate, growth assumptions, company expense allocations,
and longevity of cask flows. A 100 basis point incredse in the discount rate utilized to caleulate the Gas Ulility Services segment’s fair valua also would have resulted in no impaiment
charge. i

The Company also ananally tests nan-amortizing inthngible assets for impairment and montizing intangible assets are tested on an event and circumstance basis. During the last threz
vears, these tests yielded no impairment charges. i

Pension & Other Postretirement Obligations i

The Company estimates the expected retum on plen assets, discount rate, rate of compensation incraase, and future health care costs, among other inputs, and obtains actuarial
estimates to assess the future potential liabilily and Rinding requirements of the Company's pension and postretirement plans. The Company used the following weighted average
assumpiions ta develop 2010 periodic benefit cost: d discount rate of 6.0 percent, an expected return on plan assets of 8.0 percent, a rate of compensation increase of 3.5 percent, and an
inflation assumption of 3.0 percent. Due to the impatts of the recessian, these assumptions were sach lowered 25 basis points from assurptions used in 2009. To estimate 2011 costs,
the discount rate, expected return on plan assels, rate bf compensation increase, and inflation assumption were 5.5 percent, 8.0 percent, 3.5 percent, and 3.0 percent respectively,
reflecting the Yower interesst Tate envirorment. M nt currently estimates a pension and posiretirement cost of approximately 513 million in 2011, compared to approximately 514
million in 2010, $15 million in 2009, and $11 million in 2008. Future changes in health care costs, work farce demographics, interest rates, asset values or plan changes could significantly
affect the estimated cost of these future benefits. |
1
I
Management estimates that a 50 basis point decrease jn the discount rate nsed to estimaie retirement costs generally increases periodic benefit cost by approximatety $1.5 million to $2.0
million. !

Unhilled Revenues i

I
To more closely maich revenues and ¢xpenscs, the Chmpany records revenues for all gas and electricity delivered to customers but not billed at the end of the accounting period. The
Company uses actual unils billed during the month 1 allocate uabilied units by customer class. Those allocated units are multiplied by rates in effact during the month 1o celculate

unbilled revenue at balance sheet dates. i

Regulation

of regulatory assets as well as the abiliry fo continue o account for its activities based on the criteria set forth in FASB guidance related to accounting for the effects of certain lypes of
regulation, Based on the Company's current revicw, it believes its regulatory assets are probable of recovery. If all or part of the Company's operations cease to meet the criteria, 2
write off of related Tegulatory assets and liabilities cohld be required. Tn addition, the Company would be required to determine any impairment to the carrying valuc of its utility plant
and other regulated asseis and Yiabilities. In the unlikely event of a change in the current regulatory environment, such write-offs and impairment charges could be significant.

Ateach reporting date, the Company reviews current&r:guhmry trends in the markets in which it operates, This review involves judgment and is critical in assessing the recoverability

4.
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Within Vesiren's consolidated group, Utility Holding primarily funds the short-term and long-term financing needs of the Utility Group operations, and Vectren Capital Corp (Vectren
Capital} funds short-term and long-term financing neeﬁs of the Nonutility Group and corporate eperations. Vectren Corporation guarantees Vectren Capital’s debt, but does not
guaranice Utility Holdings’ debt. Vectren Capitals lopg-term and short-1enm obligations outstanding af Decernber 31, 2010 approximated $410 million and $71 million,

respectively. Utility Holdings™ outstanding long-termy and short-term borrowing arrangements are jointly and severally guasanteed by Indiana Gas, SIGECU, and VEDO. Usility
Holdings® lotg-term debt, including current marurilieé‘, and short-term chligations outstending at December 31, 2010 approximated $919 million and $47 milkion,

respectively. Additicnally, prior to Utility Holdings® formation, Indiana Gas and SHGECO funded their operations separately, and therefore, have long-term debt oulstanding funded
salely by their operations. SIGECO will also occasi oqnlly issuc lax exempt debt to fund qualifying pollution control capital expendimres,

The Company's common stock dividends are primaritf,r funded by utility cperations. Nonutility eperations have demonsirated profitability and ihe ability la generate cash fiows, These
cash flows are primarily reinvested in other nonutility ventures, but are also used to fund a portion of the Company's dividends, and fram time to time may be reinvested in utility
operations or used for corporate expenses. i

The credit ratings of the senior unsecured debt of Utitity Holdings and Indiana Gas, at December 31, 2010, are A-/A3 as rated by Standard and Poor’s Ratings Services (Standard and
Paor’s) and Moody's Tnvestors Service (Moody's), réspectively, The credit ratings on SIGECO's secured debt are A/A 1. Utility Holdings' commercial paper has a credit rating of A-
ZP-1, In September of 2010, Moody’s increased its r{iﬂg on Utility Holdings® and Indiana Gas® senior unsecured debt from Baal 1o A3 and on SIGECO’s secured debt from A2 ta
Al. The current outlook of both Moody’s and Standard and Poor's is stable. A security rating is not a recommendaiion to buy, self, or hoid securities. The rating is subject 1o revision
or withdrawal at any time, and each rafing should be dvaluated independently of any other rating. Standard and Poor’s and Moody’s lowest level investment grade rating is BBB- and
Baa3, respectively. ‘

I
The Company's consolidated equity capitalization cbjective is 45-55 percent of long-term capitalization. This objective may have varied, and will vary, depending on particular business
opportunities, capital spending requirements, executién of long-term financing plans, and seasonal factors that affzct the Company’s operations. The Company’s equity component
was 46 percent of long-term capilalization at both December 31, 2010 and 2009, Long-term capitalization includes long-term debl, including current reaturities and debt subject 1o tender,
as well as common shareholders® equity. ‘

As of December 31, 2010, the Company was in compl*mce with gl| financial covenants.

Available Liguidity in Current Credit Conditions |
The Company's A-/A3 investrnent grade credit ratin; : have allowed it to access the capital markets as needed. Over the last three years, the Company has significanily enhanced its
shori-term borrowing capacity with the completion ofjseveral long-term financing transections including issuances of long-term debt and the settloment of an equity forward
contract, The Company anticipates funding future capital expenditures and dividends through intermally generated funds. Tn addition, available liquidity is expected to be enhaneed by
cash resulting from the exiension of bonus depreciation legislation. Therefore, management expects thal only a partion of the Utlity Holdings' $230 million debi rederapiion due in
December 2011 needs 10 be refinanced with new long{term debt. The Company currently foresees no issues with aceessing the capital markets to expcute the refinancing.

i
Long-term debr transactions completed in 2010 and 2009 include issuances by Vectren Capital totaling $275 million and a 5100 million issuance by Vectren Utility Holdings. SIGECO also
remarketed $41.3 million of long-term debt and completed a $22.3 million tax-exempt first mortgage bend issuance. These iransactions, along with financing transactions completed in
2008, are more fully described below, (See Financing Cash Flow.)

Consolidated Short-Term Borrowing Armrangements

At Decerber 31, 2010, the Company 1as $600 million pf shott-term borrawing capacity, including $330 million for the Utility Group and $250 miltion for the whotly owned Nonutility
Group and corporate operations. As reduced by borrawings currently oulstanding, approximately $303 miilion was available for the Utility Group operations and approximately $179
miltion was available for the wholly owned Nonutility Group and corporate aperations. These facilities are vsed to supplement working capital needs and also to fund capital
invesiments and debt redemptions until financed on q long-term basis.

5 -45-
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Both Vectren Capital’s and Utility Holdmgs short-tepm credit facilities were rencwed on September 30, 2010 and are available through September 2013, During the renewat pracess, the
Company lowered the level of capacity due to the reduced requirements for short-term bortowings. The level of shoriterm borrowings is significantly ower compared io historical
trends due lo the recently completed long-term fi nam:mg transactions, the impacis of additiona! bonus depreciation and other tax strategies, lower inventary valugs due to lower natural
gas prices, and lower natural gas inventory volumes pue to exiting the mcrchanl function in Ohio. The short-term borrowing facilitics were lowered from $515 miltion to $350 million for
the Utility Group and from 255 million to $250 millign for the Nonutility Group. In addition, the Nomutitity Group had a $120 million cne year credit Facility that expired in 2009 and was
not renewed. The Company has historically funded the short-term borrowing needs of Unility Holdings' operations through the commercial paper marker and expects to use the Utility

Heoldings ghort-term borrowing facility in instances Wherc the commercial paper market is not efficiens. Following is certain nformation regarding these short-term borrowing
arrangements.

. Utility Group Bouuwin_ﬁs Monutility Group Borrowings

{In miltions) 3 2o 2008 2008 2010 2008 2008
Year End |

Balance Outstanding (I ESLINCEE PRREE I 1 51 JNRCIEI. 3 | Y S5

Weighted Average Interest Rate ‘ 041% ' ' ILS%
Annual Average - l e e i SRV T P

Balanee Qutstanding ; § 14.0 5 29.2‘
.. Weighted Average InterestRate . - | 0 oo o opdD% E T ar TERW o 3 U ok Xiyd
Maximum Month End Balance Qutstanding ' 5 470 £151.L ] % |746 $1256.5

[n 2008, the Company's access 10 longer term commercial paper was significantly reduced as a result of the urmoil and volatility in the financial markets. As a result, the Company met
short-term finaneing needs through a combination off A-2/P-2 commercial paper issuances and draws on Utility Holdings back-up credit facility. At Deceraber 31, 2008, borrowings
outstanding were comprised of $100.4 million of bank loans at a weighted average interes! rate of 1.56% and $91.5 million of commercial paper ata weighted average interest rate of
3.87%. The average annuzi balance outstanding in 20D8 was comprised of $28,1 million of bank loans al a weighted average imierest mte of 3.42% and $150.2 miltion of commerciol paper

at a weighted average inferest rate of 3.76%. Throughout 2010 and most of 2009, the Company has placed commercial paper without any significant issues and only had to borrow from
its backup credit facility in early 2002 on a limited basjs.

Due 1o the seasonal nature of the Company’s business peak borrowing typically eccurs during the fourth quarter and therefere the year end balance is typically higher than the average

througheut the year. However, the 2010 fourth quarm was impacted by the December issuance of Vectren Capital long-term debt, Short-term borrowing reetrics applicable to the fourth
quarter of 2010 and 2009 follows.

Uiility Group Borrowings Nonutiiy Group Borrowings
(In millions; 2010 2009 201D 2609
Quarterly Average- December 31
- Balance Oulstanding g
Weighted Average Interest Rate .
Mazximum Month End Balance Outstanding - * : 8
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ProLiance Short-Term Borrowing Arrangements

ProLiance, 2 nonutility energy marketing affiliate of the Company, has separate borrowing capacity available through a syndicated credit fucility. Subject to compliance with cerfain
financial covgnants, the facility allows for §325 millidrn of capacity, as adjusted for letters of credit and current inventory snd receivable balanees. At December 31, 2010, ProLiance was
not in compliance with ons financial covenant due tollow operating resulis. ProLiance received a quarterly waiver related to that covenant through March 31, 2011. The credit facility
expires on Junc 3, 2011 and will require rencgotiation]as it is integral lo ProLinnce’s seasonal liquidity needs. As of December 31, 2010, borrowings of $49 million were owstanding. The
current facility is not guatanteed by Vectren or Citimlhs.

New Sharg [ssucs

The Company may periodically issue new comman shares to satisfy the dividend reinvestment plan, stock option plan and other employee benefit plan requirements. New issuances
added additional liquidity of $14.0 million in 2010, 55.81‘ million in 2009, and $1.2 million in 2008.

Potential Uses of Liqaidiry

Pension & Pogtretirement Funding Oblipations

i
As of December 31, 2010, asset values of the Company’s qualified pension plans were approzimately 83 percent of the projécted benefit obligation. Management cumrently estimates

contributing $35 million to qualified pension plans in 2611. OF that amaunt, approximately $25 million is made avaitable by bonus depreciation apportunities. Ceniributions in 2012 and

beyond are dependent on a veriety of factors, including the Company's progress toward sitaining its long-term goal of being fully fimded related fo the plans’ accrued benefit
obligations and the available sources of cash to fundisuch additional contributions,

Corporate Guarantees ,

The Company issues corperats garantees to certain vendors and customers of its wholly owned subsidiaries and unconsolidated affiliates. Thesa guarantees do not represent
incrementat consolidated obligations; rather, they refiresent parental guarntees of subsidiary and unconselidated affiliate obligations in arder to allow those subsidiarics and affiliates
the flexibility ta conduct business without posting othér forms of cellateral. At December 31, 2010, corporate issued guaranices support a maximum of $25 million of ESG's performance
contracting cammitments and warranty obligations and $29 million of other project gnarantees described below. In addition, the Campany has approximately $75 million of other
guarantees outstanding supporting other consolidated subsidiary opesations, of which $51 million support the aperafions af Vectren Source, a wholly owned nonutility retail gas
marketer and $17 ruillion represent letters of credit supporting olher nonutility operations, Guarantees issued and outStanding on behalf of unconsolidated affiliates approximated §3
million at December 31, 2010, These guarantees elalé primarily to arrangements between ProLiance and various naturat gas pipeline operators. The Company has not been called upon
to satisfy any ebligations pursuant to these parental guarantees and has acerued no significant linbilities related to these guarantees.

1
In the normat course of business, ESG, Miller, and cther sholly owned subsidiaries issue performance bonds or other forms of assurance that commit them io timely install
infrastructure, operate facilitics, pay vendors or subcentraciors, and/or support warsanty obligations. Based on a history of meeting performance obligations and installed products
aperating effectively, no significant liability or cost kas been recognized during the periods presented.

Specific to ESG, ta its role as a general contractor in the performance contracting industry, at December 31, 2010, these are 70 open surety bonds supporting future performance. The
average face amount of these bonds is §4.2 million, and the largest obligation has a face amount of $30.4 miltion. The maximum exposure of these obligations is less than these amounts
far several factors, including the level of work already completed. At December 31, 2010, over 57 percent of work was completed on projects with open surety bonds. A significant
portion of these commitments wilk be fulfilled within ¢ne year. In insiances whete ESG operates facilities, project guarantees axtend over a longer period. In addition vo its performanee
obligations, ESG alse warrants the functionatity of certem installed infrastructure generally for one year and the associated energy savings over a specified number of years.

A7
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Other Letters of Credit i

unlikely event the letters of credit were called, the Ci ny coutd settle with the financial instimtions supporting these letiers of credit with genenal assets or by drawing from the
renewed credit line thatexpires in Septamber of 2013.| Due to the lang-term nature of the credit agreement, such debt is classified as long-term at Diegember 31, 2010.

|
Planned Capital Expenditures & [nvestments ;

During 2010 capital expenditures and other investments approximated $280 miltion, of which $230 millioa refated to Utility Group expenditures. This rompares to 2009 and 2008 where in
each year consolidated investmants exceeded $400 million with over $300 milkion attributed to the Utility Group. Planned Urility Gronp capitel expeqditures, including contractual
purchase cemmitments, for the five-year period 2011 + 2015 are expected o be mote consistent with expenditures made in 2010 and total (in millions): $244, $231, 5243, $245, and §243,
respectively. !

As of December 31, 2010, Utility Holdings has letters Ff credit outstanding in suppert of two SIGECO tax exempt adjustablc rate first mortgage bonds totaling 541.7 million. In the

Planned Nonutility Group capital expenditures for mii:c development and recurring infrastructure investments, inchading comractual purchage commitments, for the five-year period 2011
- 2015 are expeeted to total (in milkions): $68, $74, $47, $48, and $47, respectively. Tn addition, the Compeny may expand its Infrastructure Services business through acquisitints andior
make investments in rencwable energy projects, among other growth strategics. The timing and amount of such investments depends on a variety of factors, including the availability
of acquisition targets, encrgy demand, and forccasted liquidity.

Contractual Obligations

The following is a summary of coniractusl obtigationsi at December 31, 2010:

{Tn millions) ; Total 2011

Long-term debt ¢1e2) 1 BERATE: RIvACL IR ¥

Short-term debt i 118.3 1183

Long-term debt interest commitments . 1 S ER B T U ISP . F SRR

Nonutility transportation/siorage commitments 119 42

Nonutility commadity purchase commitments | SRECEEEGS | % AP 1 F S

Plant purchase commitments . 158 15.8

Operaling leasas . R N OIS . - . © SRS APIP Ty N &
Total &/ , 3 30284 $504.1

1) Certain long-term debt issucs contain put andicall provisions that can be exercised on various dates before maturity. These provisions allow holders the ane-time option to put
debt back to thc Company af face valug or the Company to call debt at face value or 2t 2 premium. Long-term debit snbject to tender during the years following 2010 {in millions)
is $30.0in 2011, zero in 2012 and thercafter, ¢ .

iz The Company currently anficipates that only ajportion of the Utility Holdings $250 million maturity due in December 2011 will require refinancing. The $60 million of debt duc in
2012 was issued by Vectren Capital, : .

) The Company has other long-term liabilities that total approximately $220 million. This amount is comprised of the following: pension obligations $50 million, Fosn'eurgml
obligations 573 million, deferred compensation and shere-based compensation obligations $28 million, asset retirement obligations §38 million, investment tax credirs _ss million,
environmental remediation obligations $6 mi]lion. and other obligations including unrecognized tax benefits totaling $11 million. Based on the nature of these items their expected
settlement dates cannot be gstimated, ;

The Company’s regulated utilities have both firm and non-firm commitments to puschase netural gas, electricity, and coal as well as certnin transportation and storage rights. Costs

arising from these commitments, while significant, a;r pass-through costs, generaily collected doltar-for-dollar frem retail customers through regulator-approved cost recovery

mechanisms. Because of the pass through nature oflthese costs, they have not heen included in the listing of coniractual obligations.
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Operating Cash Flow !

The Compeny's primary source of liquidity to fund working capital requirements has been cash generated from operations, which totaled $384.8 milljon in 2010, compared 10 $449.6
nillion in 2009 apd $423.2 mellion m 2008,

The $64.8 million decrease in operating cash flow in 2010 compared to 2008 is primesily due to much a greater level of cash generated from working capital in 2009 offset by a special
dividend from ProLiance totaling approximately $30 million and higher net income and non-cash charges in 2010,

In 2009, aperating cash flows increased $26.4 milliog compared to 2008 due to increased cash generated from consolidated companies. This is evident from a $51.7 million year over year
increase in net incame before the impacts of depreciftion, deferred taxes, equity in camings of unconsolidated affiliates and other non-cash charges. Due principally to lower gas costs,
changes in working capital generated $34.2 million +)f additional cash flow year over year. These increasas were offset by additional cash uses associated with noncurrent assets and
liabilities. This increased usage is primarily retated tp 2 $23.4 million increase in pension and ather retirement plan contributions.

Tax payments in the periods presented were favurahiy impacted by federal legislation extending honus depreciation and a change in the tax methed for recognizing repair and
maintenance activities. Federal legislation extending bonus deprecistion continues at 100 percent of qualifying capital expenditures in 2011 and 50 percent in 2012, The Company
estimates a significant portion of planned capital expenditures in 2011 and 2012 will qualify fer this bonus treatment.

Financing Cash Flow

During 2010, 2009 and 2008, ret cash flow associated with financing activities is reflective of management's ongoing effort 1o rely less an short-term horrowing errangements. Over the
last three years, the Company’s operating cash flow bmdcd over 80 percent of capital expendirures and dividends in those years, including 100 pereent funded in 2010, Recently
completed long-term financing transactions have allowed for the repayment of aver 5400 million in short term borrowings over the past two years, including over $300 million repaid in
2009. Inaddition, these long-term financing rransa:lions have financed other capital expenditures on a long-term basis. During the first quarter of 2008, the Company mitigated its
exposure to auction rafe debl markets. These transagtions are more fully described below.

Vectren Capital Corp. 2010 Debt Issuance :

CGn December 15, 2010, the Company and Vectren Capital executed a private placement Note Purchase Agreement pursuant to which various institutiopal investors agreed to purchase
the following tranches of notes ffom Veetren Capital: (i) $75 million 3.48% Senior Notes, Series A due 2017, and (ii) 550 million 4.53% Senior Notes, Series B due 2025, These Senior
Notes are unconditionally guaranteed by Vectren. The proceeds from the issuance replaced 548 million debt maturities due in December 2010 and permanently financed some nonulility
investments originally financed with short-tarm borrbwings. These notes have ne sinking fund requirements and interest payments are due semi-znnually. The proceeds from the sale
of the nofes, net of isskance costs, totaled appraximdtely 5124 2 million. These notes contain cusiomary representations, warranties and covenants, incloding a leverage covenant
consistent with leverage covenants contained in other Vectren Capitel borrowing arrangemens.

Vectren Capital Corp. 2009 Debt Issnance f .

On March 1, 2009, Vectren and Vectren Capital exeputed a private placement Note Purchase Agreemem {the “2009 Note Purchase Agresment™) pursnaat to which various instituticnal
investars purchased the following tranches of notes Vectren Capital: (i) $30 million in 6.37 percent senior notes, Series A due 2014, (ii} 360 milkon in 6.92 percent senior notes,
Series B due 2016 and (iii) $60 million in 7.30 percent senior noles, Series C due 2019. These senior notes are unconditionally guarantsad by Vectren, the perent of Vectren

Capital. These notes have no sinking fund requirem#ms and interest payments are due semi-annualty. The proceeds from the sale of the notes, net of issuance costs, tofaled
approximately $149.0 miltion. The 2005 Note Purchiase Agreemeni contains customary representations, warranties and covenants, including a leverage covenant cousistent wilh
leverage covenants contained in other Vectren Capitdl borrowing amangements. On March 11, 2009, Vectren and Vectren Capital also entered into a first amendment with respect to
prior note purchase agrecments for the remaining m%lstﬂnding Vectren Capital debt, other than the $22.5 millicn series due in 2010, 10 conform the tovenants in certain respects to those
contained in the 2009 Note Purchase Agreement.
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Utility Holdings 2009 Bebt Issuance

On April 7, 2009, Utility Holdings entered inta a pnvh!e placement Note Purchase Agreement pursuant 1o which institutional investors purchased from Utility Holdings $100 million in
6,28 percent sevior unsecured notes due April 7, 2020 (2020 Notes). The 2020 Motes are guaranteed by Utility Holdings' three utilities: SIGECQ, ladiana Gas, a0d VEDO. These
guarantees are full and wnconditional and joint and scyveral. The proceeds from the sale of the 2020 Notes, net of issuance costs, totaled approximatcly $99.5 million. The 2020 Nates
have no sinking fund requirements and interest paymients are due semi-annuatly. The 2020 Notes contain customary representations, warrasties and covenants, inctuding a leverage
covenant consistent with Jeverage covenants confainked in ather Ulility Holdings’ borrowing arrangzements.

SIGECD 2009 Debt [ssuance ‘

On August 19, 2009 SIGECO alsc completed a $22.3 mjillion 1ax-exempt first morigage bond issuance at an interest rate of 5.4 percent that is fixed thraugh maturity. The bonds mature in
2040. The proceeds from the sale of the bonds, net t:?issuance costs, (otaled approximately $21.3 million.

Vecrren Common Stock Issuance

In February 2007, the Company sold 4.6 millien authdmmd but previously unissued shares of its common stock to a group of underwriters in an SEC-registered primary offering a1 a price
of $28.33 per share. The transaction generated procegds, nct of underwriting discounts and commissions, of approximately $125.7 million, The Company executed an equity forward
sale agresment (equity forward} in connection with the offering, and therefore, did not receive proceeds at the time of the equity offering. The equity forward allowed the Company to

price an offering under market conditions existing at that time, and to bener match the receipt of the offering procesds and the associated share dilution with the implementation of
regulatory initiatives,

On Jupe 27, 2008, the Company physically settled the pquity forward by delivering the 4.6 millian sheres, receiving proceeds of approximalely $124.9 miilion, The slight difference
between the procecds generated by the public offering and these received by the Company were due to adjustments defined in the equity forward agreement including: 1) daily
increases in the forward sale price based on a fAoating interest factor equal to the federnl funds rate, less a 35 basis point fixed spread, and 2) siructured quarierly decreases o the
forward sale price that align with expected Company dividend payments.

I
Yectren transferred the praceeds to Utility Holdings, jand Uttility Holdings used the proceeds la repay short-term debi obligations incurred primarily to fund its capital expenditurs
program. The proceeds received were recorded 25 anlincrease (0 Common Stock in Common Shareholders’ Equity and are presented in the Statement of Cash Flows 25 a financing
activity. )

Uridity Holdings 2008 Debi [ssiance

In March 2008, Utility Holdings issued $125 million i 6 25 percent senior ensecured notes due April 1, 2039 {2039 Notes) at par. The 2039 Notes are gusmantesd by Utility Holdings’
three public utilities: SIGECQ, Indiana Gas, and VEDIO. These guarantees ar¢ full and unconditional and joint and several. The 2039 Notes have no sinking fund requirements and
interest payments are due monthiy. Thenotes may be alled by Utility Holdings, in whole or in parr, a1 any time on or after April 1, 2013, at 100 percent of principal amount phus accrued
interest. During 2007, Utility Heldings entered into séveral interest rate hedges with an 380 million notional amount. Upon issuance of the notes, these instruments were seftfed
resulting in the payment of approximately $9.6 millionl which was recorded as a Regulatory assei putsuant to existing regulatory orders. The value paid is being amortized as an

increase 10 inferest expense over the life of the issue, The proceeds from the sale of the 2039 Notes less settlement of the hedging anangements and payments of igsuance costs
amounted te approximately $111.1 milliod.

Aunciion Rate Securijics

In February 2008, SIGECO provided notice to the currant holders of appraximately $103 million of tax-exernpt auction rate mode long-term debt of its plans to convert that deb from its
current auction rate mode into a daily interest rate mode. In March 2008, the debt was tendered at L00 percent of the princigal anuount plus sccrued interest. During March 2008,
S1GECO remarketed approximately 361.3 million of tdese insinments at interest rates that are fixed to maturity, receiving proceeds, net of issuance costs, of approximately $60.0
millipn. The terms ave $22.6 million at 5.15 percent duc}in 2023, $22.2 million at 5.35 percent due in 2030 and £17.0 million at 5,45 percent due i 2041,

Qn March 26, 2009, SIGECG remarketed the remaimnt 1.3 million of these obligations, recziving proceeds, net of issuance eosts of approximately $40.6 million. The remarketed notes

have a variable rate {nterest rate which is seset weekly pnd are supported by a standby fetier of credit. The notes are collateralized by SIGECO's utility plant, and $9.3 million arg due in
26115 and $31.5 million are due in 2025,

| : 132
| :



Tabie of Contents
Long-Tern Debt Puts |

Certain long-term debt issues contain put and call pravisions that can be exercised on various dates before maturity. Other than certain instruments that can be put to the company
upon the death of the holder (death puts), these put of call provisions are not triggered by specific events, but are based wpon dates sfated in the nobe agresments. During 2010, 2009
and 2008, the Company repaid approximately $1.8 million, $3.0 million, and $1.6 million, respectively, related to death puts. Diebt which may be put to the Compeny for reasons other than
a death during the years following 2010 {in mitlions) i $30.0in 2011, zero in 2012 and thereafter. Investors had the one-time option to pat 310 mitlion in May 2010; however, no notice
was received during the notification period and such|debt is elassified as long-term st December 31, 2010. Debt that can be put to the Company within one year or that is supported by a
credit facility that expires within one year is ciassiﬁcd‘ in current liabilities in Long-term debt subject 1o lender.

Investing Cash Flow !

|
Cash flow required for investing activities was $269.0 fillion in 2010, $431.1 million in 2009, and $402.4 million in 2008, Capital expenditures are the primary component of investing
nctivilies and totaled $277.2 miltien in 2010, $432.0 m{llion in 2009 eompared to $391.0 milkion in 2008. The deerease in capitel expenditures in 2010 compared to 2009 reflects the roughly
$20 million spent in 2009 associated with the January 2009 ice storm restoration projects and approximately $55 million in lower other ulility capital shending a3 well a3 approximately $90
million in lower expenditurcs relating ro Coal Mining, primarily Oaklown mine development costs. The increase in capital cxpezditurcs in 2009 compared to 2008 reflects increased
expenditures for coal mine development and the ice storm. Other investments in 2009 and 2008 include minor acquisitions by Miller, among other items.

| Forward-Looking Information

A “safe harbor” for forvard-looking statements is pr}avided’ by the Privare Securities Litigation Reform Act of 1995 (Reform Act of 1993). The Reform Act of 1995 vas adopted to
enconrage siich forward-looking statements withoul| the threat of litigation, provided those statements are ideniified as forward-looking and are accompanied by meaningful
cantionary statements Idewtifving imporiant faczars1ﬁar could cause the actual results to differ materially from those projected in the statement. Certain matters described in
Marnagement s Discussion and Analysis of Resulis of Operations and Financial Condiiion are forward-looking stai t5. Such stai is are based on menagement's beliefs, as
well as assumptions made by and infarmation curnj[ly available fo monagement, When wsed in this filing, the words “believe”, “anticipate”, “endeavor”, “estimate”. “expect”.

“objective”, “projection”, “farecast”, "goal ", "likely ", and similar expressions are intended to identify forward-looking statements. In addition fo any assumptions and oiher
Jaclors referved to specificallv in connection with such forward-looking statements, factors that could cause the Company 's actual reszlis to différ materially from those
contemplated in any forward-inoking stah 15 indlude, among others, the following:

o Factors affecting wrility operarions such as upnsual weather conditions: catastrophic weather-related damage; wnusual mainienance or repairs; wnanticipated changes 1o
fossil fuel costs; unanticipated changes fe transporiation and storage costs, or availability due to higher demand, shortages. tramsportation problems or other
developments; environmental or pipeline incidents: iransmission or distribution incidents; unanticipated changes to electric energy supply costs, or availability due fo
demand, shortages. transmission problems or oiher developments; or electric transmission or gas pipeline system consiraints.

« Catastrophic events such as fives, earthquakes, explasions, floods, ice storms, tornados, terrorist acts or other similar occurvences cowld adversely affect Vectren's jacilities.
aperations, financial condition and results af operations.

« Increased competition in the energy industry. including the gffects of indusiry restructuring and unbundling.

« Regulatory factors such ay wnanticipated changes in rate-setring policies or procedures. recovery of investmenis and costs made under traditional regnlation, and the
frequericy and liming of rale increases.

¢ Financial, regulatory or accouniing principley or policies imposed by the Financial Acceunting Standords Board: the Securities and Exchange Commission; the Federal
Energy Regulatory Commission; state public wrility comhissions; siate entities which regulate electric and natural gas trensmission and distribution, natural gas gathering
and processing, electric power supply; and simlfar antities with regulatory oversight. '

¢ Economic conditions inclirding the effects of aneconamic downturn, inflation rates, commodity prices, and monetary fluctnations.

« Economic condithons surrounding the curvenf peonomic vncertainty, ineluding significantly fower levels of economic activity; wncertainiy regarding energy prices and the
capital and commodity markers; velatile changes in ihe demand for natural gas, eleciricity, coal, and oiher nonviiliiy producis and services; impacts or both gas and electric
farge customers; lower residential and commencial customer counts; higher operating expenses; and further reductions in the value of certain nonutility real estate and other
legacy invesements.
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« Volutile natiral gas and vool commodity prices and the potential impact an custemer consumprion, uncollectible accounts expense, unaccounted for gas and interesi expense.

Changing market conditions and a variety of dther factors associated with physical energy and financial trading activities including, bt not limited lo, price, basis, credit,
figuidity, volatility, capacity, interest rate, and warranty risks.

Direct or ndirect effects on the Company’s buginess, financial condition, liquidity and results of operations resulting from changes in credit ralings. changes in interest raies,

and/or changes in market perceptions of the utility industry and other energy-related industries.

The performance of projects undertaken &y the Company's nonutiljity businasses and the success of gfforts to inves! in and develop rew opportunities, inehuding but aol {imited
ta, the Company s infrastructure, energy services, coal mining, and energy marketing strategies.

Faciors affecting caal mining operations incluyling MSHA guidelines and interpretatians of those guidellnzs, as well as additional mine regulations and more frequent ond
Broader inspections that could result from the necent mining ncidgnts at coal mines of other companies; geologic, equipment, and operational risks; the ability (o execute and
negotiate new saies contracts und resalve contract interpratations; volatiia coal mavket prices and demand: supplier and contrac: mingr performance: the avaiiability of key
equipment, conlvact miners and commeodities; dFai!abimy of transportation; and the ability to access/replace eoal reserves .

Employee ar contractor workforce fuctors inl

stoppages, or pandemic illness.

luding changes In key executives, collective bargalning agreements wiik union employees, aging workforce issues, work

Legal and regilatory defays and other abstacley associated with mergers, acquisitions and investments in foint ventures.
» Costs, fines, penalties and other effects of legal and administrative proceedings, setilemenis, investigations, claims, including, but pol limited to, such matters invoiving
compliance with stare and federal lows and interpretations of these laws.

Changes in or additions to federal, staie or lo

4al legislative requiraments, such as changes in or additions o tax laws or rates, environmenial laws, including laws governing

greenhouse gases, mandates of sources of renewable energy, and other regulations.

The Company uadertakes no obiigarion te pubficly
other factors affecting such statements.

#?lpdafe or revise any farward-loaking statements, whether as a result of changes in actual resuits, chonges in essimptions, or
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[TEM 7A. QUALITATIVE AND QUANTITATIVE PISCLOSURES ABOUT MARKET RISK

The Company is cxposcd 10 various business risks associated with commodity prices, interest rates, and counter-party credit. These financial exposures are monitored and managed by
the Company as an integral part of its overall risk management program. The Company’s risk management program includes, among other things, fhe nse of derivatives. The Company
may also executc derivative contracts in the rormal pourse of operations while buying and selling commodities to be used in operations and optimizing ils gencration assets.

The Company has in place a risk management committes that consists of senior management as well as financial and operational management. The committee is actively involved in
identifying risks as well as reviewing and authorizing risk mitigation strategies.

i
Commeodity Price Risk \

Repulated Operations

The Company’s regulated operations have limited exposure to commodity price risk for transactions involving purchases and sales of natural gas, coal and purchased power for the
benefit of retail customers due to current state regulations, which subject to compliance with these regulations, allow for recovery of the cost of sich purchases through natural gas
and fuel cost adjustment mechanisms. Conslructive regulalory orders, such as those authorizing lost margin zecovery, other inmovative rate designs, and recovery of unaccounted for
gas and other gas related expenses, also mitigate the effect volatile gas cosls may have on the Company’s financiai condition. Although Veciren's regulated operations are exposed to
limited commodity price risk, volalile natural gas prifes have other effecrs on working capitel requirements, interest costs, und some level of price-sensitivity in velumes sald or
delivered.

Whalesale Power Marketing

o 2h

The Company's wholesale power marketing activitigs undenake strategies to optimize ¢lectric generating capacity beyond that needed for native load. In recent years, the primary
strategy invalves the sale of excess generalion into the MISO Day Ahead and Real-time merkets. As part of these strategies, the Company may alsb from time to time execute coergy
contracts that commit the Company lo purchase and sell electricity in future periods. Commodity price risk results from forward posilions that commit the Company to deliver
electricity. The Company mitigates price risk expospire with planned unutilized gencration capability. The Comparty accounts forany energy contiacts that are derivatives at fair value
with the offset marked to market through eamings. Mo market sensitive derivarive positions were outstending on December 31, 2010 and 2609,

For retail sales of electricity, the Compuny receives the majority of its NOx and SO, allowances at zero cost through an allocation process. Based on arrangements with regulators,

wholesale operations can purchase allowances from retail operations at current markel values, the vatue of which is distributed back to retail customers through a M1SO cost recovery
mracking mechanism. Whalesale aperations are theréfore al risk for the cost of allowances, which for the recent past have been volatile. The Company manages this risk hy purchasing
allowances from retail operations as needed and occasionally from other third parties in advanee of usage. In the past, the Company alse used derivative financial instruments to hedge
this risk, but no such derivative instruments were ourFtanding al December 31, 2010 or 2009,

ther rations i
i

Other commodity-related operations are exposed 1o dmnmodiiy price risk assaciated with natural gas and coal. Other commodity-rejated operations includa Vestren Source, a nonutility
retail gas markeler, coal mining operatians, and the operations ai ProLiance. Open positions in terms of price, volume, and specified delivery points may occur and are managed tsing
methods described below with frequent manag reporting.

I
These subsidiaries, as well as ProLiance, purchese atd sell natural gas and coal to mest custamer demands. Forward contracts, and oceastonally option contracts, commit them fo
purchase and szll commeodilies in the future. Price risk from forward positions is mitigated using stored inventory and offsetiing forward purchase contracts. Price risk also results from
forward contracts to purchase commodities 1o fulfill forecasted non-regulateit sales of natural gas and coal that may or may not ocenr. Related to Vectren Source and coal mining
operations, most contracts are expected to be settled by physical raceipt or delivery of the commodity. A small portion of contracts that are derivatives are hedges of forecasted
transactions. ProLiance more frequently uses financial instruments that are derivatives to hedge its market exposures thet arise from gas in storage; imbalunces, and fined-price forward
purchase and sale contracts.
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Interest Raile Risk

The Company is cxposed to interest rate risk associaiu:d with its borrowing amangements. Its risk management program seeks (o reduce the potentially adverse effects that market
volatility may have on interest expense. The Comu?]y limits this risk by aflowing cnly an annual average of 15 percent te 25 percend of its total debt to be exposed to variable rate

volatility, However, this targeted range may not always be atlained during the seasonal increases in short-tenm borrowings. To manage this exposure, the Company may use derivative
financial instruments.

Market risk is estimated as the potential impact resulting from fluctuations in interest rates on adjustable rate borrowing arrangewments exposed to short-term interest raie

volatility. During 2010 and 2009, the weighted average combined borrowings under these arrangements approximated §198 million and $211 million, respectively. At December 31, 2010
and 2009, combined borrowings ynder these armngements were 3150 million and $255 miltion, respectively. Based upon average borrowing rates under these facilities during the yeass
ended December 31, 2010 and 2009, an increase of 1{0 basis points (one percentage point) in the rates would have increased interest expense by approximately 52 million in each year.

Gther Risks ‘

|
By using financial insthruments to manage risk, the Company, as well as ProLiance, creates exposure fo counter-party credit risk and market risk. The Company manages expostre 1o
counter-party credit risk by entering into contracls ﬁm companies that can be reasonably expected to fully perform under the terms of the contract. Counter-party credit risk is
monitored tegularly and positions are adjusied appropriately to manage risk. Further, 1ools such as netting errangements and requests for cotlateral are also used o manage credit
risk. Market risk is the adverse effect on the value of 2 financial mstrument that results from a change in cammodity prices or interest raies. The Cgmpany attempts to manage exposure

to market risk associated with cornmodity contraets *nd interest rates by establishing parameters and monitoring thase parameters that Himit the typks and degree of market risk that may
be undertaken. i

The Company’s customer receivables from gas and efectric sales and gas transporiation services are primarity derived from residential, commercial, and industrial customers Jocaled in
Indiana and west central Ohio. The Company manages credit risk associated with its receivables by continnally reviewing credirworthiness and raquests cash deposits or refunds cash
deposits based on that review. Credit risk associaled wilh certain investments is also managed by a review of creditworthiness and receipt of collateral. In addition, credit risk is

mitigated by regulalory orders that allow recovery of all uncollectible accounts expense in Ohio and the gas cost portion of uncollectible accounts expense in Indiana based on
historical experience. i
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

TMANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS
Vectren Carporation’s management is responsible foricsteblishing and maintaining adequate internal conirol over financial reporing. Thoese contro} precedures underlie the preparation
of the consolidated balance shects, statements of incdme, cash flows, and common shareholders’ equity, and related footnates contained herein.

These consolidated financial statements were in conformity with accounting prineiples generally accepted in the United States and follow accounting policies and principles
applicable to regnlated public utitities. The integrity and objectivity of these consolidated financial statements, including required estimates and judgments, is the responsibility of
managemen,

These consolidated financial statements are alse subjiect to an evaluation of intemnal control over financial repotting conducted under the supervision and with the participation of
management, including the Chief Executive Officer and Chief Financial Officer. Based on thal evaluation, condicted under the framework in Jnternal Control — Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission, the Company concluded thet its intenal control over financial reponing was effective as of
December 31, 2010. Management ceriified this in its ;arbanes Oxley Secticn 302 certifications, which are etteched as exhibits o this 2341 Form 10-K.
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‘ REPORT OF INDEPENDENRT REGISTERED PUBLIC ACCOUNTING FIRM

Ta the Board of Directors and Shareholders of Vcctrt{n Corporation:

We have audited the accompanying consohdaled nce sheets of Vectren Corporation and subsidiaries (the “Compiany”)y s of Decamber 31, 26t6-and 2009, and the related
consolidated statements of income, common sharehollders” equity and cash flows for each of the three years in the period ended December 31, 2010. Our audits also included the
financial statement schedute listed in the Index at[ 15. These financial statetents and financial statement schedule are the responsibility of the Compan'y s management. Our
responsibility is to express an opinion on the ﬁmncl 1 statements and financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the
audit to obtain reasonable assurance aboutl whether the financial statements are free of material misstatement, An audit includes exammmg, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also inchudes assessing the accounting principles used and significant estimates mede by management, as weil as
evaluating the overall financial statement presentatidn, We believe that our audits provide a reasonable basis for our opinion,

In our opinion, such consolidated finnncial statementy present fairly, in all material tespects, the financial position of Yectren Corporation and subsidiaries ss of December 31,2010 and
2009, and the resulis of iheir operations and their cash flows for cach of the three years in the period ended December 31, 2010, in conformity with accounting principles generally
accepted in the United States of America. Also, in ogr opinion, such financial statement sehedule, when considered in relation lo the basic consolidated financial statements taken asa
whole, presents faitly, in all material respects, the information set forth therein,

|

We have also audited, in accordance with the standafds of the Public Compeny Accounting Oversight Board (United States), the Company’s internal control over financial reporting as
of December 31, 2010, based on the criteriz established in Internaf Contral — Integrated Framework issued by the Committee of Sponsoring Orgamizations of the Treadway
Commission and our repert dated February 17, 2011 éxpressed an unguelified opinion on the Company’s internal control over financial reporting,

/3/ DELOITTE & TOUCHELLP
Indiznapolis, [ndiana
February 17, 2011
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'REPORT OF INDEPENDENT REGISTERED PUBLIC ACCQUNTING FIRM

To the Board of Dircctors and Shareholders of Vecren Corporation:

We have audited the internal confrol over financial répotting of Vectren Corporation and subsidiaries (ihe “Campany”} as of December 31, 2010, based on eriteria established in [rternal
Control — Integrated Framework issued by the Committee of Spensoring Organizations of the Treadway Commission. The Company’s manegement is responsible for maintaining
effective internal control aver financizl reporting end for its assessment of the effectiveness of internal contral over financial reporling included in the accompanying Menagement's
Report on Internal Control aver Financial Reporting. Our responsibility is to express an opinion on the Company’s internal control over financial reporting based on our ausil.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board {United States). Those srandards reqnire that we plan and perform the
audit to obtain reasonable assurance about whether effective internal controt over financial reporting was maintained in all material respects. Gur audit inchided abtaining an
understanding of internal control over financial repatling, assessing the risk that a material weakness exists, testing and evaluating the design and éperating effectiveness of intemal
control based on the assessed risk, and performmg sy ch other procedures as we considered necessary in the circumstances. We believe that sur audit provides a rensomable basia for
our opinicn.

\

A company’s interna] control over financial reporting is a process dtstgned by, or under the supervision of, the company’s principal executive and principal financial officers, or
persons performing similar functions, and effected by the compaay's board of directars, management, and other persotinel to provide reasoneble assurance regarding the reliablity of
financial repomng and the preparation of financial stptements for externsl purposes in accordance with generally accepted accounting principles. A company's internal control over
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, sccurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable nssurance that transactions are recarded as necessary to permit preparation of fimanciz| statements in accordance with
generally accepted accounting prineiples, and that re(:elpls and expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regatding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have a
material effect on the financial staterzents. i

Because of the inherent [imitalions of internal control| over financial reporting, including the possibility of collusion or improper management override of contrals, material misstatements
due to error ot fraud may not be prevented or detectetl on a timely basis. Alse, projections of any evalaation of the effectiveness of the internal comrol over financial reporting lo future
periods are subject to the risk that the conlrols may become inadequate hecause of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate, !

In our opinion, the Company maintained, in all mater#al respacts, effective internal control over financial reponting as of December 31, 2020, based on the Criteria established in Internal
Control — Integrated Frumework issued by the Cerjmittee of Sponsoring Organizatiens of the Treadway Commissica.

W have also audited, in accordance with the standatds of the Public Company Accounting Oversight Board (United States), the consolidated financial statements and financial
statement schedule as of and for the year ended Decemnber 31, 2010 of the Company and our report dated February 17, 2011 expeessed an unqualified opinion on those financial
statements and financial statement schedule.

fs/ DELOITTE & TOUCHE LLP
Indianapolis, Indiana
Februacy 17, 201t
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i VECTREN CORPORATION AND SUBSIDIARY COMPANIES
CONSOLIDATED BALANCE SHEETS

(In mitlians)

At December 31,
2ata 2004

ASSETS

Current Assets ;
*-- Cash & cash equivalents - l bl R e el e R S
Accounts receivable - less reserves of $5.3 & o T )
$5.2, respectively
- Accrucd unbilled revennss B
Invenlories
Recovernble fuel & naturel gas costs o \é :
Prepayments & other current assets )
. Total current assets - iE

Usiliny Plant. <
Original cost :
.- Less: sccurmulated depreciation & amortization |

Net utility plant

VT ¥
LR R LTI
3,055.4 18784

Ievestments in unconsolidated affiliates ;
Other utility & corporate investments : ?
Other nonutility investments ‘
Monutility plant - net i
Goodwill - net i
Regulatory assets AT AR
Osher assets ‘ —

TQTAL ASSETS S L

The apcompanying notes are an integral part of these consolidated financtal statements.
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VECTREN CORPORATION AND SUBSIDIARY COMPANIES
! CONSOLIDATED BALANCE SHEETS
(In millians)

At December 31,

2010 208

L:maﬁ TTIES & SHAREAOLDERS' EQUITY
Current Liabilitias ‘

. Accounts payabla o i S
Accounts payable to aHiliated companies :
Refundable fuel & naturaf gas costs PRI
Accrued liabilities !

Short-term borrowings- e T TR S R
Current maturities of tong-term debt ‘
Long-term debt subject to1ender S

Taotal current Liabilities

Long-term Debi - Net of Current Maturities &
Dicbt Subject 1o Tander

Deferred Income Takes & Other Liabilities
" Deferred income taxes
Regulatory liabilities
- Deferred credits & other liabilitias

Total deferred credils & pther labilities

i

Commitmenis & Contingencies (Noies §, 15:17) .- } .

Commion Sharcholders' Equity L
Common stock (o par value) — issued & outstanding
§1.7 and 81.1, respectively . i
Retained eamings : .
Accuntulated other comprehensive income/(loss)

Total common shaveholders® equity .. - ] . . ... . ... o o oniio oo

TOTAL LIABILITIES & SHAREAGLDERS' Eﬁi T ? S

1
|

i The accompanying notes are an integral part of these consolidated finamcial statements.
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VECTREN CORPORATION AND SUBSIDIARY COMPANIES
CONSOUIDATED STATEMENTS OF CASH FLOWS

(In maillions)
L* Year Exdiod December 31,
H 2010 2009 2008
TASH FLOWS FROM OPERATING ACTW]TIES
- Net income { B T R RLR I Dt
Adjusrmmts 10 teconcile pet ingome to cash frommem(mg a.ctw nt\:s

Drepreciation & amoraization
Deferred inewme 1pxes & investment tax credlt#
Equity in {camings) losscs of gneonsolidated #ﬂ‘ﬁmtes
Provision for wacollecrible accounts
Expense portion of pension & postrefirernent ﬁeneﬁr oosl
Other non-cash charges - net
. Changes in workisg capital accoumse.” RSN
Actounts receivable & accrued unb&l]ed i‘evenue
Inwventories S
Recoverable/refundable fucl & nalural gas cogts
Prepayments & ather corrent assets - - s
Aceounts pavable, including 1o affiliated) }tompames
Acerued Yabilities :
Unconsalidated afiiliate dividends
Emplayér contributions te pension & pmmiumenl‘ plans -
Changes in noncurrent assets
Chanpea in noncurrem Liabilities
Net cash flows from operating achivilies ;
CABH FLOWS FROM FINANCING ACTIVITHES |
Praceeds from:
Lang-term debt, net of isguance costs )
Issuance of common stock i
Dividend retnvestment plan & o@hcrcommonbk;ck issances.
Requirements for: i
- Divridends on common staek o
I
I

Retirerent of lang-teom debt
Other nancing activities
Net change in shorn-term borrowings
Net tash Bows from fioancing aaivilﬁci
CASH FLOWS FR.OM INVESTING ACTW]TIES !
Uncansohdated affiliace distributions ‘
- Other cotlections -
Requirements for; :
Capital expenditures, excluding AFUDC aqmtjr
Uncongsolidated affiliate investments

G(hc! mveshnenls L L . R - .L':-'.'_';‘,: p T ~".‘; ‘: MR @ﬁ
Net cash flows from investing a:tiwties (269.0)
Net change in cash & cash equivalents U T T Ty e R
Cash & cash equivaleats at beginning of peried 115
Cash & cash cquivalenfs stend ok period - 1. - o o o L § e HA U e e oY

The djk’l‘vmpaﬂyiag otes are an integral part of these consolidated financial statements.
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i YECTREN CORPORATION AND SUBSIDIARY COMPANIES
.CDNSOLIDATEI) STATEMENTS OF COMMON SHAREHOLDERS' EQUITY
(In milligns, excepi per share amounts)

Accumulated
Common Stack Other
Relained Compreheasive
I oome {Loss) Total

Sha.res Amounl Earni

|
Balance at January 1, 2068 NN 183§ = SILT §:

\
Comprehensive income: ' {
Nei income
Pension/OPEB funded status adjustment - net ofSl]?:mlhon intax e i
Cash flow hedges: ’
reclassifications o not income- net of $0.2 uu!lrmi fnt fa
Comprehensive income of unconsolidated
affiliates - net of $20,0 million in tax | [30.2) (30.2)
Tolal comprchensive income . ]— ] T R T ” T = EYIC T
Pengion/OPEB measurement date adjustment ;
- net of $1.1 million in tax (see note 9) ! (1.6 {1.6)
Commion stock: S ‘ ) . G D B e o 3
Issuance: settternent of equity forward o 46 ) 1249
Tssuance: ophanexercases&dmdcndremvestm}mtplan N ICEPIEEY & ST P N &
Dividends (51.310 per share) : ’
Other . : |

Balance at December 31, 2008 . HL.B 659.1 7128 (2D.3) 1,351.6
Comprehensive income: E
Net income L SR L
Pension/OPER funded status adjustment - net of 0.4 million in tax '
Comprehensive income of unconsolidated ;

. .affiliates - net of $8.9 million in tax
Total comprehensive income
Common stock: e R T

Issuance: option exersises & dmdend relmrestmenl plan s 03’

Dividends ($1.345 per share} oL T - T A
Qther ; ] I ()
Ralance at Deeember 31, 2009 e

Comprehensive income: . 1
Net income
Pensian/OPEB finded status adjnstment - net ufsoq millionintax .
Cash flow hedges:
“unrcalized gains (losses) - et of §1.5 million mm{
reclassifications to net income- nct of tax ;
Compichensive income of unconsclidated - |
affiliates - net of $0.2 miflion in tax = 1
Total comprechensive income
Comnon siock: celTnn Gt wemioee
Issuance; option exercises & dividend remvestment plan o 06
" Dividends (51.365 per share) . f o R UMt o NP
Other )
Balance at December 3i, 2010 o A v

The at:;cﬂmpanying noles are an integral pari of these consolidated financial statements.
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VECTREN CORPORATION AND SUBSIDIARY COMPANIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

L. Organization and Nature of Operations

Vectren Corporation (the Company or Véctren), an Indiana comporation, is an eoergy holding company headquartered in Evansville, Indiana. The Company’s wholly owned subsidiary,
Vectren Utility Holdings, lnc. {Ulility Holdings), serves as ihe intermediate halding company for three public utilities: Indiana Gas Company, Inc. {Indiane Gas or Vectren North),
Southern lndiana Gas and Elcetnic Comnpany (SIGECQ or Vertren South), and the Ohio operations. Utility Holdings also has other assets that provids information technology and other
services to the three utilities. Eitility Holdings’ cunscl{daled operations are collectively referred to as the Utility Group. Both Vectren and Utility Holdings me holding companies as
defined by the Energy Policy Act of 2005 (Energy Acl]:. Vectren was incorporated under the laws of Indiana on June 10, 1995.

Indigna Gas provides erergy delivery services to over 570,000 natural gas customers focated in central and southern [ndiana. SIGECO provides energy delivery serviees to
approximately 142,000 electric customers and approxifmately 111,800 gas customers located near Evansville in southwestern Indiana. SIGECO also owns and operates electric gencration
agsets Lo scrve its electric customners and oplimizes tt:_a:c assets in the wholesale power market. Indiana Gas and SIGECO generally do busingss as Vectren Energy Delivery of

Indiana. The Ohio operations provide energy delivery services o approximately 314,000 natural gas customers localed near Dayion in west central Obio. The Dhip operations are
owned as & tenancy in common by Vectren Energy Delivery of Ohio, Inc. (VEDO), a wholly ewned subsidiary of Utility Holdings (53 percent ewnership), and Indiana Ges (47 percent
ownership). The Ohio operations gencrally do business as Vectren Energy Delivery of Ohio.

The Company, through Vectren Enterprises, Inc. (Enterprises), is involved in nonutility activities in four primary business arens: Infiastructure Services, Energy Services, Coal Mining,
and Energy Marketing. Infrastructure Services provides underground constfuction end repair services. Energy Services provides performance coniracting and renewable energy
services. Ceal Mining mines and sclls coal. Entrgy Marketing markets and supplies nasural gas and provides energy management services, Enterjirises also has other legacy
businesses that have invested in energy-related apparithities and services, real estate, and leveraged leases, among other investmests. All of the ahave are collectively referred ta as
the Nonutility Group, Emterprises supports the Company’s regulated utilities pursuant to service coniracts by providing nawral gas supply services, coal, and infrastructurs services.

2. Summary of Significant Accounting Policies |
]

In applying its accounting policies, the Company makes judgments, assumptions, and estimates that affect the amounts reposted in these consolidated financial statetents and related

footnotes, Examples of transactions for which estimation techniques are used include valuing pension and postretirement benefit obligations, deferred tax obligations, unbilled revenus,

unculiectibie accounts, regulatory assets and liabilities, reclamation Kabifitics, and derivatives and other financial instruments. Estimates aiso impact the depreciation of utility end

nonutility plant and the testing goodwill and other asgets for impairment, Recorded estimales are revised when better information becomes available or when actual amounts can be

determined. Actual results could differ from curment fstimates.

Principles of Consolidation ,
The consolidated financial statements include the acfouﬂts of the Company and its wholly owned subsidiaries, after elimination of significani infercompany transactions.

Subsequent Events Review ‘
Managemen! parforms a review of subsequent events for any events occurting after the balance sheet date but prior to the date the financial staterments arg issued.

Cash & Cash Equivalents )
All highly lignid investments with an original matuyity of three months or less at the date of purchase are considered cash equivalenie. Cash and ¢ash equivalents are stated af cost

plus acerued interest to approximate fair valoe, :

| -£3-
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Allowance for Uncollectible Accounts :
The Company maintains allowances for uncollecu le accounts for esiimated losses resulting from the inabiity of its customers to make required gayments. The Company estimates the
allowance for uncollectible eceounts based en a variety of factors including the length of lime receivables are past due, the financial health of s oustomers, unusual macroeconomic

conditions, and historical experience. I the financia! condition of its customers deteriorates or other circumstances occur that result in an lmpmrment of customers” ability to make
payments, the Company records additional alluwalinas as neaded.

Inventories i

In most circumstances, the Company’s inventory cdmpunems are recorded using an avarage cost method; however, namral gas in storage at the Company’s Indiasa wiilities and coal
inventory at the Company’s nonutility coal mines afe recorded using the Last [n — First Out (LIFQ) method. Inventory related to the Company’s regulated operations is valued at
histarical cost consistent with ratemaking treatment. Maierials and supplies are recorded as inventory when purchesed and subsequently charged to expense or capitalized to plant
when installed. Nonutility inventory is valued at the losver of cost ar market.

I

Property, Plant & Equipment :
Rath the Company’s Uritity Plani and Nomutility ﬂﬁmr is stated at historical cost, inclusive of ﬁmm:mg costs and direct and indirect construction costs, less accumulated depreciation
and when necessary, impairment charges. The cost of renewsals and betterments thaal extend the useful life arc capitalized. Maintenance and mpam. inchuding the cost of removal of
minor items of property and planned majar mamqe:ﬁncc projects, are charged to expense as incurred.

Utifity Plant & Refated Depreciation 1
Both the TURC and FUCO allow the Company’s utxl}lcs to capitalize financing costs associaled with Litilfty Plans based on a compuied interest cdst and a designated cost of equity
funds. These financing costs are commenly referved to as AFUDC and are capitslized for ratemaking purposss and for financial reporting purposes instead of amounts that would

otherwise be cepitalized when acquiring nenutility lant. The Company reports both the debt and equity cotponents of AFUDC in Other - net inthe Consolidated Statements of
income.

When property that represents a retirement unit is rtlaced or removed, the remaining historicel velue of such property is charged to Lirility pland, 'with an offsctting charge to

Accimulated depreciation, resulting in no gain or Igss. Costs 1o dismantle and remove retired property are recovered through the depreciation rates as determined by the JURC and
PUCO.

The Campany's partion of jointly owned Utilisy P(a*mr along with that plant’s related operating cxpenses, is presented in these finencial staterents in proportion to the ownership
percentage
i
Noaurtility Plant & Related Depreciation I
The depreciation of Nemutilify Plant is charged againsi income over its estimated usefis] life, using the straight-line method of deprecigtion or units-of-production method of

amortization for certain coal mining assets. When npnutility praperty is retired, or otherwise disposed of, the asset and accumulated depreciation are removed, and the resulting gain or
loss is reflected in income, typically impacting operaling expenses.

Impatirment Reviews !

Property, plant and equipment along with other long:lived assets are reviewed as facts and circumstances indicate that the carrying amount may be unpnlred This 1mpnmnenl review
invelves the comparison of an asset’s (or group of %sets ) camrying value to the estimated future cash flows the asset (or asset group) is expected 10 generate over a remaining life, If
this evatuation were to conclude thai the carrying value is impaired, nn irapairment cherge would be recorded based on the difference batween the carrying amount and its faic value
(less costs to szl for assets  be disposed of by sals#) as a charge to operafions or discontinued operations.

[nvestments in Unconsolidated Affiliates 1 '

Investments in unconsalidated affifiates where the Company has significant influence are accounted for using the equity method of accounting. The Company’s share of net income or
loss from these invesiments is recorded in Equity in earnings of vncansolidated affiliates, Dividends are recorded as a reduction of the carrying valve of the investment when
received. Investments in unconseolidated qffiliates where the Company does not have significant infiuence are accounted for using the cost method of accounting. Dividends
associated with cost method investments are rccord as Other - net when received. Lavestmenis, when necessary, inchude adjustments for detlines in value judged to be other than
temporary. ‘
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Goodwill |

Goodwill recorded on the Consolidated Balance Sheers tesults from business acquisitions and is based on a fair value allocation of the businesses’ purchase price at the time of
acquisition. Goodwill is charged to expense only wh#n it is impaired. The Company iests its goodwill for impairment at a reporting unit level at least annually and that test is performed
at the beginning of each year, Impairment reviews consist of a comparison of the fair value of a reporting unit to its carrying amonnl. If the fair value of a seporting wait is less than its
carrying amount, an impairment loss is recognized 111 aperations. No goedwitl impairments have been wcordcd during the periods presented.

Regulation
Retail public utility operations affecting Indiana cusﬂomers are subject to regulation by the IURC, and retail public utility operations aﬂ‘:ctmg Ohio customers are subject to regulation
by the PUCQ. The Company's accounting policies give recognition to the ratemaking and accounting practices autherized by these agencies.

Refundable or Recoverable Gas Costs & Cost of Fugl & Purchased Power

All meterad gas rates contain a gas cost adjustment ¢lsuse that allows the Company to charge for changes in the cost of purchased gas. Metered electrie rates comtain & fuel adjustment
clause that allows for adjusiment in charges for electric energy 1o reflect changes in the cost of fuel. The net encrzy cost of purchased power, subject to & variable benchamack based on
NYMEX nalural gas prices, is also recovered throug| regulatory proceedings. The Company records any under-or-over-recovery resulting from gas and fucl adjusiment clauses cach
month in revenues. A corresponding asset or liability is recorded until the under or over-recovery is billed or refinded to utility customers. The cost of gaz sold is cherged to aperating
expense as delivered fo cuscomers, and the cast of fuel and purchased power for eleciric generation is charged to operating expense when consumed.

Regulatory Assets & Liabilities .

Regulatory assets represent probable fiirure revenued associated with certain incurred casts, which will be recovered from customers through the ratemaking process. Regulatory
liabililies represent probable expenditures by the Cohnpany for removal costs or futura tedoctions in revenues associated with amounts that are to be credited to cusiomers through the
ratemaking process. The Company continually asseSses the recoverability of costs recognized as regulatory assets and liabilities and the ability to recognize new regulatory assels and
liabilities associated with its regulated wrility operatipns. Given the currens segulatory environment in its jurisdictions, the Company believes such accounting is appropriate.

The Company collects an estimated cost of removal pf its utility plant through depreciation rates esiablished in regulatory proceedings. The Company records amounts expensed in
advance of payments as a Regulatory liability becnq':se the Hability does not meet the threshold of an agset retirement obligation.

1
Postretirement Obligations & Costs
The Company recogaizes the funded status of #ts pe fision plans and postretirement plans on its balance sheet date. The funded satus of a defined henefit plan is its assels (ifany) less
its projected benefit obligation (PBOY, which reflects service acerued fo date and inchides the impact of projected salary increases (for pay-related benefits). The finded status of a
postretircment plan is its assets {in any) less its acouspulated postretirement benefit obligation (APBO), which reflects accrued service to date. To the extent this obligation exceeds
amounts previously recagnized in the statement of icome, the Company records a Regw/atory asset for that portion related to its cost-based and rate regulated witities. To the extent
that cxecss liability does not relate to a cost-based rale-regulated utility, the offset is recorded as a reduction to equity in Accunndated other comprehensive income.

The annual cost of all past retirement plans is recognézed in operating expenses or capitalized 1o plant following the direct labor of current employees. Specific to pansion plans, the
Company uses the projected unit credit acmarial cost method to calculate service cost and the PBO. This method projects the present value of benefits at retirement and allocates that
cost over the projected years of service. Anoual service cost represents ong year's benefit acerual while the PBO represents benefits allocated to previously accrued service. For other
postretirement plans, service cost is calculated by dividing the present value of a participant’s projected postretirement henefirs into equal paris based upon the number of years
between a participant’s hire date and first eligible retirement date. Annual service cost represents one year’s benefit accrual while the APBO represenis benefit allocated to previously
accrued service. To calculate the expected return oifcnsion plan assets, the Company uses the plan assets’ market-related value and an expected long-term rate of return. Far the
majority of the Company's pension plans, the fair market value of the assets at the measurement date is adjusied 1o a market-related value by recognizing the change in fair value
cxperienced in & given year ratably over a five-year period. Interest cost represents the annusl accretion of the PRO and APBO at the discount rate.  Actuarial gains and losses outside
of a corridor {equal to 10% of the greater of the beneﬁt obligation and the markel-related value of 2ssets) are amortized over the expected future working lifetime of active participants
{except for plans where almost all participants are inagtive). Prior service costs related to plan changes are amartized over the expected fisture working lifetime (or to fufl eligibility date
for postretirement plan other than pensions) of the aﬁ;we participants at the time of the amendment.
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Asset Retirement Obligations . ! .

A pottion of removal costs related to interim retirements of gas utility pipefine and utility poles, certain asbestos-related issues, and reclamation activities meet (he defimition of an asset
retirement obligation (ARCY). The Company records the fair value of a liability for a legal ARO in the period in which it is incurred. When the lishility is initially rm_::ded. the Company
capitalizes a cost by increasing the carying amount ﬂ*f the related long-lived nsset. The linbility is acereted, and the capitalized cost is d.epreciale_d over the useful life of the related
asset. Upon settlement of the liability, the Company|settles the obligation for its recorded amount or incurs a gain or loss. To the extent regulation is involved, regulatory assets and
liabilities result when accretion and amertizetion is affjvsted to match rates established by regulators and any gain or less is subject to deferral.

Product Warranties, Performance Guarantees & Qthel Guarantees

Liabilities and expenses associated with product warfentics and performance guarantees are recognized based on historical experience at rhe time .theasr_mciated reveRue is
recognized. Adjustments are made as changes becothe reasonably estimable. The Company daes not recognize the fair value of an obligation at inception for these guarantees because
they arc guarantces of the Company's own performahce and/er praduct installations.

While not sigrificant at December 31, 2010 or 2005, {he Company does recognize the fair value of an abligation at the inception of a guarantee in certain circumstauw‘s. These
circumstances would include exceuting certain indemmification agreements and guaranieeing operating lease residual values, the performance of a third party, or the indebtedness of a
third party. .

Encrggy Contracts & Derivatives : . P .
The Company will periodically caccute derivative coptracts in the normal course of aperations while buying and seliing commodities to be used in operations, optimizing its generation
assets, and managing risk. A dcrivalive is recognizedl on the batance sheet as an assat or lHability measored at i3 fair market value and the change in the derivative's fair market vatue is
recognized currently in earnings unless specific hedgf: criteria are met. ’

When an ¢nergy contract that is a derivative is desigﬂated and documented as a normal purchase or normal sale (NPNS), it is exempted from mark-te-market accounting. Most energy
contracts executed by the Company are subject 1o the NPNS exclusion or are not considered derivatives. Such energy contracts include Real Time'and Day Ahead parchase and sale
contracts with the MESO, natural gas purchases fromiProLiznce and others, and wind farm and other electric gencrating capacity contracts.

When the Company engages in energy contracts and| financial cantracts that are derivatives and are not subject fo the NPNS or other eaclusions, sch contracts are recorded at marker
value as current or nongurrent assets or liabilities depending on their value and on when the contracts are expected to be settled. Contracts and any assocmt_ed collateral with counter-
parties subject to mastee netting arrangements are prsented net in the Consolideted Balance Sheets. The offset resulting from carrying the derivetive at fair value on the balance sheet
is charged to earnings unless it qualifies as a hedge or is suhject to regulatory accounting treatment. When hedge accountinglis appropriate, the Company asseises and 60}:“"1‘3“’%
hedging relationships between the derivative contradt and undertying 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 to market in Accumulated ather comprehensive ME for cash
flow hedges. Ineffective portions of hedging amangdmenis are marked 1o market through earnings. For fair value hedges, boih the derivalive and the _um_lgﬂymg hedged item are
marked to market through eamings. The offset to contracis affected by regulatory accounting treatment are marked to market as a regulatory asscl or liﬂ-blll'ly. Market value fn{'
derivative contracts is determined using quoted market prices from independent sources, The Company rarely enters into contracts that have s signifieant unwt to the financial
statements where internal models are used 10 nalcn\nile fair value. As of and for the periods presented, related derivative activily is not material lo these financial statements.
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Income Taxes ‘
Deferred income taxcs are provided for temporary differences between the tax basis {adjusted for relaied unrecognized tax benefits, if any) of an agget or linbility and its reported amount
in the financial statements. Deferred fax assets znd lfabilities are computed based on the currently-enacted statutory income tax rates that are expected 1o be applicable when the
temporary differences are scheduled to reverse. The{Company’s rate-regulaied utilities recognize regulatory liabilitics for deferred taxes provided in excess of the current stathtory tax
rate and regulatory assets for deferred taxes provided at rates less than the current statulory tax rate. Such tax-related regulatory assets and liabilitics are reported at the revenue
requirement tevel and amortized to income as the relfited temporary differences reverse, generally over the lives of the relaied properties. A valuation allowance is recorded to reduce
the carying amounts of deferred tax assets unless it is more likely than not that the deferred tax assets will be realized.

Tax henefits associated with income tax positions tafen, or expected to be taken, in a tax remrn are recorded only when the more-likcly-than-not redognition threshald is satisfied and
measured at the Jargest amount of benefit (hat is gregjter than S0 percent lkely of being realized upon settlement. The Company tepaits interest and penalties associated with
untecognized tax benefils within /ncome taxes in thelConsoltdated Statementis of Income and reports tax liabitities related to untecognized tax benefits as part of Dgfarred credits &
other Licbilities. i

i
Investrent tax credits (ITCs) are deferred and amortized to income aver the approximate Hves of the related property in accordance with the regulatory treatment. Production tax credits
(PTCs)are recognized as energy is generated and so.hd based on a per kilowait hour rate preseribed in applicable federal and state statutes.

Revenues .

Most revenues are recorded a5 products and servic:$ are delivered to customers. Some nonutility revenues are recognized using the percentage of campletion method with such
percentage based on project cost. The Company rederds revenues for all gos and electricity delivered to customers but not billed at the end of the accounting period in decrued
unbilled revenues. |

MISQ Transactions 1
With the [URC’s approval, the Company is a membet of the MTSQ, a FERC approved regional trangmission organization. The MISO serves the electrical transmission needs of nauch of
the Midwest and maintains operational control over the Company’s electric transmission facilities as well as that of other Midwest utilities. Since April 1, 2005, the Company has been
an eclive participant in the MISO energy markets, bihding its owned generation into the Day Ahead and Real Time markets and procuring power for its retail customers ot Locational
Marginal Pricing (LMP) as determined by the M1SO ﬁparket.

MISO-related purchase and sale transactions are recorded using settlement information provided by MISQ. These purchase and sale transactions are accounted far on a net hourly
position. Net purchases ina single hour are recorded in Coss of fuef & purchased power and net sales in a single hour are recorded in Electrie utility revenes. Or vocasion, prior
period transactions are resettled outside the routine pmccss due to a change in MIS('s tariff or a material interpretation thereof, Expenses associated with resettlements are recorded
once the resettlement is probable and the resettlement amount can be etimated. Revenues associated with resetilements are recognized when the amouns is determinable and
collectability is reasonably assured, !

revenues. Generally, these transmission revenues along with costs charged by the MISO are considered components of base rates and any variance from that included in base rates is

1 . = | - . - = N rr
The Company also receives iransmission revenue that results from other members” use of the Company's transmission system. These revenues arg also included in Eleceric arility
recovered from / refunded fo retail customers through tracking mechanisms.

Share-Based Compensation
The Company grants share-based compensation ta cértain employees and board members, Liability classified share-hased compensation swards age ve-measured at the end of each
petiod based on their expected seiticment date fair value. Equity classified stock-based compensation awards are measured at the grani date, based on the fair value of the

award. Expense associated with share-based awards; is recognized over the requisite service period, which generally begins on the date the award is granted through the earlier of the
date the award vests or the date the employee becomps retirement eligible.
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Excise & Utility Receipts Taxes

Excise taxes and & portion of utility reccipts taxes am included in rates charged ta customers. Accordingly, the Company records these taxes received as & component of operating
revenues, which totaled $33.8 million in 2010, $363 m:lhnn in 2009, and 345 0 mitlion in 2008. Expense associzted with excise and utility receipts taxes are recorded as a component of
Taxes other than income tgxes.

Operating Segmenis

The Company's chicf operating decision maker is comprised of a group of executive management led by the Chief Executive Officer. The Compamy uses nel income caleulated in
accordance with generally accepted accounting principles 85 its most relevant performance measure. The Company has three operating segments within its Utility Group, five cperating
segments in its Nonutility Group, and a Carporate anﬂ Other segment.

Fair Value Measurements :

Certain assets and labilities are valued and/or dmclut;d at fair value, Financial assets inctude securities beld in trust by the Company’s pension plans. Nonfinancial assets and
liabilities include the initial measurement of an assat fetivernent obligation or the use of fair value in goodwill, intangible assets and long-lived assets impairment tesis, FASB guidance
provides the framework for measuring fair value. That framewerk provides a fair value hierarchy that prioritizes the inputs fo valvation techniques used to measure fair value. The
hierarchy gives the highest priority to unadjusted qudted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs
{Level 1 measurements}. The three fevels of the fair ue hierarchy are described as follows:

Level | I[nputs to the vnluaimn methodology are unadjusted quoled prices for identical assets or liabilities in active markets that the Plan has the ability to
ACCESS.
Level 2 Inputs te the vﬂluai ion methodology include

* quofed prices for similar assets or liabilitics in active markats;
+ quofed prices for identical or similar assciz or liabilitics in inactive markets;
- inpiits other than quoted prices that are observable for the asset or liahility;
- inpiits that are derived principally from or correborated by observable market data by correlation or other means
If the ssset ar llablﬂlt)' has a specified (contractual) term, the Level 2 input must be observable for substaatially the full term of the asset or liahility.
Level 3 Inputs to the val\mhm\ methl)dolu_g_y arc unobservable and significant lo the fair value measurement.

The asset or liability’s fair value measurement tevel within the fair value hlcrarv:hy is based on the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of nhser\rqble inputs and minimize the use of unobservable inputs.
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3. bdlity & Nonutility Plant

The original cost of Lsifity Plant, together with d:pr#:ialicm rates expressed as & percentage of original cost, follows:

At December 31,
{in millions) ) 00 j 2009
i Eepreciaﬁon Depreciation
Ratesasa Ratesas a
i Pereent of Percent of
Original Cost Original Cost Original Cost Original Cost
(Gas ulility plant . T - O T R G AR JERR A 717 PRI TR SN SR 2T % * 3".57'},‘;
Electric utility plant ‘ 21586 34% PRI LN N 3.4%
Common utility plant ] e T AT RV S POIE ¥ || I SRR - & (S i 2.9%
Construction work in progress | 732 - 1403 -
Tolal erigina)l cost D T AT iR e AL T

"

SIGECO and Alcoa Generating Corporation (AGC), al subsidiary of ALCOA, own the 300 MW Unit 4 at the Warrick Power Plant as tenants in commen. SIGECO's share of the cast of
this unit 81 December 31, 2010, i3 $176.2 million with dccumutated depreciation totating $59.2 million. The construction work-in-progress balance asseciated with SKIECO’s ownership
interest tolaled $3.1 million at December 31, 2010. AGC and SIGECQ atso shere equally in the cost of aperation and output of the unit. SIGEC(Ys share of operating costs is included in
Other spevating expenses in the Consolidated Staterments of Income.

Nonutility plant, nct of accumulated depreciation and amortization follows:

_ AtDesember 31,
fir mithons] : 200 2009
Coal mine development costs & equipment | e e o P R TN PN LEXY
Computer hardware & software -
Land & buildings ' 1
Vehicles & equipment :
All othex ‘ e S AR R PN AR ST SO M A A 3. o83
Nonutility plant — net ' $ s

Nenutility plant is presented net of accumulated dercﬁlriatirm and amortization totaling $385.5 million and $334.3 million as of December 31, 2010 and 2008, respestively. For the yeers
ended December 31, 2010, 2009, and 2008, the Compdny capitalized interest totaiing $2.1 million, $6.9 million, and $1.7 million, respectively, on nonutility plant construction projects,
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4. Regulatory Assets & Liahilities '

Regulatory Assets |

Regulatary assets consist of the following:

i/ millions) : 2010 2009
Fu‘rure amounts recoverable from ratepayers rclatcd td:
Benefit' obligations R
Deferred Income taxes
_ “Assel retirement obligations & other © .- |~ -

Amaunts deferred for future recovery refated tor. |- 1 pe
Cost recovery riders & other :

Amounts currcnily recovered in customer rates related] to:
Unamortized debt issue costs & hedging pmmqs
Demand side management programs
Indiana authorized trackers C ! RTINS
Ohio authorized trackers ;
- - Premiiiims paid to reacquire debt P N
Other base rate recoveries

Total regulatory asseis .

Of the $72.8 million currently being recovered in cuslbmer rates, $9.5 million that is associated with demand side management programs is eaming areturn. The weighted average
recovery penod of regulatory assets currently bclng ﬂecovcred is 16 years. The Company has rate orders for ell deferred costs not yet in rates and therefore believes that future
recovery is probable.

Reguiatory Liabilities
At December 31, 2010 and 2009, the Campany has app}uxlmalc]y $333.5 million and $322.] miliion, respectively, in Regrlatory liabilities. Of these amounts, 3307.5 million and $294.4

mitlion relate to cost of removal obligations. The remaining amousts primarily relate to timing differences associated with asset retirement obligations and deferred financing costs.
S. Imvestment in ProLiance Holdings, LL.C

ProLiance Holdings, LLC (ProLiance), 2 nonurtility enrgy marketing affiliate of Vectren and Citizens Energy Group (Citizens), provides services to a broad range of muaicipalities,
utilities, industrial operations, scheols, and healtheare institutions located throughout the Midwest and Sowtheast United States. Proliance's customers include Vectren's Indiang
utilities and nonutility gas supply eperations as well ds Citizens' utilities. ProLinnce's primary businesses include gos marketing, gas portfolio optimization, and other portfolio and
energy management services. Consistent with its owhership percentage, Vectren is allocated 6§ percent of ProLiance's profifs and lossss; however, governance and voting rights
remain ai 50 percent for each member; and therefore, ithe Company accounts for its investment in ProLiance using the equity method of accounting. The Company, including is reiail
gas supply operations, contracted for a substantizl poytion of its narurat gas purchases threugh ProLiance in 2010, 2009, and 2008.
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Suminanzed Financial Information
—_— Year Ended December 31,

(In millivns) : 2010 2009 2008

Summanzed Statcrment of Income mfonnatlon
- Revenues BRECUREE F
Opemlmg income (loss)
Chargerela!ediolnvesnnenrmLibetlszaSlor{age G Tl R R RS ORI : e is) 8
ProLiange's carnings (lasses) 5 45

L As of December 31,
(In millions} . 206 2009
Summarized balance sheet information:
Curtent assets ) R R T ST
Noncurent assets k
* Current liabilities RS T
Noncurrent liabilities i
- Members' equity co s
Accumulated other comprehensive income (loss)
- Nomcontrofling intergst . .

i
Vectren records its 61 percent share of ProLiance’s cprnings after income taxes and an interest expense allocation.

Tavestment in Liberty Gas Storage

Liberty Gas Storage, LLC (Liberty), a joint venture bEtwcen 2 subsidiary of ProLiance and a subsidiary of Sempra Energy (SE), is a development project for salt-cavern natural gas
storage facilities. ProLiance is the minorily member with a 25 percent interest, which it accounts for using the equity method. The preject was expected to inclade 17 Bef of capacity in
its north facility, and an additional 17 Bef of capacity in its south facility. The Liberry pipeline system is currenily connected with several interatate pipelines, including the Comeron
Interstate Pipeline operated by Sempra Pipelines & Slorage, and will connect area LNG regasification terminals to an interstale natural gas transmission system and storage

facilities. ProLiance’s investment in Liberty is $36.7 million at December 3 £, 2010, afler reflecting the charge discussed below.

I late 2008, SE advised ProLiance that the completién of the phasz of Liberty's develapment at the neth site had been delayed by subsurface and well-completion problems. Based on
testing performed in the second quarter of 2009, SE determined that attempts at corsective measures had been unsuccessful in development of cettain caverns. At Tune 30, 2009, Liberty
recorded a charge of approximately $122 million to Jrite off the nonth cuverns and certain related assets. As an equity investor in Liberty, ProLiance recorded its share of the charge,
totaling $33 million at Tune 30, 2009, The Company’s|skare is $11.9 million afler tax. In the Consolidated Statement of inceme for the year ended December 31, 2009, the charge is an
approximate $15.9 million reduction 10 Eguiyy in eand;:g.; af unconsolidated affiliates and an income tax benefit reflected in Jacome taxes of approximately $8.9 million. ProLiance has

not cxperienced, and does not expecl, any impact to ifs liquidity or access to capital as a resuht of the impairment charge, wor is it expected that this situation witl impact ProLiance’s
gbility to meet the needs of its customers.,

Liberty received a Demand for Arbitration from Wﬂ]iﬁs Midsiream Natural Gas Liquids, Inc. (“Williams™) on February 8, 201 ( related to a Sublease Agreement (“Snblease™) between
Liberty and Williams. Williams alleges that Liberty as negligent in ifs altempt o convert certain salt caverns to natutal gas storage and thereby damaged the caverns. Williams alleges
damages of $56.7 million. Liberty believes that the ciaims are without merit and believes thal it has complied with all of its ohhgatwm o Williarss end has properly 1eminated the

Sublease. Liberty intends to vigorously defend |tse]ﬂand believes it has countercisims against Williams which it will assert in the arbitration proceeding. Liberty has made no accrual
for this matter as of December 31, 2010

TI-
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Firm Transpartation and Storage Commitments i

ProLiance has various firm transportation and storage hgrecrnents with only minimal support from Yectren or Citizens. (See Note 15 regarding corporate guarantees.) Under these
agrecments, Proliance must make specificd minimum payments which extend through 2029, At December 31, 2010, the estimated aggregaied emounts of such required future psyments
were 575.8 million, 566.6 million, $50.9 million, $43.7 mjllion, $36.5 millioq, and $239.5 milkion for 2011, 2012, 2013, 2014, 2015, and thereafter, respestively, During 2010, 2009, and 2008, fixed
payments under these agreements were $76.8 milkion, $63.0 million, and $68.9 million, respectively. ProLiance also made variable payments under these agresments in 2010, 2009, and
2008, Variable payments include storage injection an | withdrawal charges, and commodity transpartation charges.

Transections with Prol.iance

Purchases from ProLiance for resale and for injections into storage for the years ended December 31, 2010, 2009, and 2008, totated §437.7 million, $533.4 million, and $540.1 miltion,
Tespectively. Amounts owed to ProLiance at December 31, 2010, and 2009, for those purchases were $59.6 million snd $54.1 million, respectively, and are included in dccaunts payable
to afftliated comparties in the Cansolidated Baiance Sheets. Veciren received regulatory spproval on April 23, 2006, from the TURC for ProLiance to provide natural gas supply

services fo the Company’s Indiana utilities through March 2611. On Hovember 3, 2010, a scttlement agreement was filed with the TURC providing for ProLiance’s continued provision of
gas supply services 1o the Company’s Indiana utilitics and Citizens Gas for the period of April 1, 2011 through March 31, 2016. The settlement has been agreed to by all of the
representatives that were parties to the peior settlement. An order is anticipated during the first quarter of 2011. Amounts charged by ProLiance for gas supply services ave established
by supply agresments with each utiliry. :

Undistributed Earnings ; -
As of December 31, 2010, Vectren's share of ProLisnce's undistributed eamings approximated $110 million and represcnts subsiantiatly ol of the undistributed cargings of
unconsolidated affiliates, ‘

6. Nonutility Real Estate & Other Legacy Holdiugs

Within the Nonutility business segment, there are legncy investments involved in energy-related infrastnucture and sefvices, real eslate, leveraged leases, and other ventures. As of
Diecember 31, 2010 and 2009, tolal remaining legacy ipvestments included in the Other Bysinesses pertfolio total $52.7 millien and $64.5 million, respectively. Further separation of that
2010 investment by type of investment follows: :

December 31, 2010
Value Included In
Other Iavestments in
: . Carrying Nonutility Unconsolidated
{in millions} i Valug Invesiments Affiliates
_ Commercial real estate investments I S T SR A R A PO AP - -
Leveraged leases : o ’ T
“Alfordable housing projects R l R S S P
Haddinglon energy partnerships :
Other investments . o ] R U

Haddington Energy Partnerships ;
The Company has an approximate 40 percent ownership interest in Haddington Energy Partoers, LP (Haddington [} and Haddington Energy Partners 11, LP (Haddingion I). Asof
December 33, 2010, these Haddington ventures have interests in twa remaiging mid-stream energy related investments. Both Haddington ventures are investment companies accounied
for using the equity method of accounting, During the second quarter of 2010, the Company recorded its share of the decline in fair value and also impaired a note receivable associated
with Haddington's investment in a liquefied natural gas facility. In toml, the charge was approximately 56.5 million, of which, $6.) million is reflected in Equity in earmings {losses) of
unconsolidated affiliates and $0.4 million i reflected in Ozter income-ret, for the twelve months ended December 31, 2010. At December 31, 201, the Company’s remaining $3.4 mullion
investment in the_ Haddington ventures is related 10 payments to be received associated with the sale of a compressed air storage facility sold in 2009. The Company has no further
commitments to invest in either Haddington Tor 11

1 “T2-
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The folluwlng is summarized financlal information aI 10 the assets, lishilities, and results of operations of Haddington. For the year ended December 31, 2010, revenues, operating loss,
and net income were {in millions) zero, $(0.3), end $(18.1), respectively, For the year ended December 31, 2009, revenues, operating loss, and net income were (in mitlions) zero, $(0.4),
and §7.9, respectively. For the year ended December 1, 2008, revenues, operating loss, and net loss were (in millions) zere, $(0.4}, and $(0.3), respectively. As of December 31, 2010,
investments, other asseis, and liabilities were (in n'ullmns) $8.6, zero, and zero, respectively. As of December 31, 2009, investments, other assels, and liabilities were {in millions) $26.4,
zero, and zero, respeclively.

Leveraged [eascs

The Company is a lessor in leveraged lease agmmeqts under which real estate or equipment is leased to third parties. The toial equipment and facilities cost was approximately $45.2
miltion at December 31, 2010. The cost of the equiprient and facilities was partially financed by non-recourse debt provided by tenders who have been granted an assignment of renials
due under ihe tenses and a security interest in the leaked property, which they accepted as their sole remedy in the event of default by the lessee. Such debt amounted to appraximately
$44.5 million al December 31, 2010. At December 3l,|2010, the Company’s $17.9 million leveraged lease investment when netted against relsted deferred tax liabifities was $3.7 million,

Motes Recgivable
At December 31, 2010 and 2009, notes receivable Ioﬁled $10.9 million and $16.7 million, respectively. These amounts are inclusive of accrued interest and net ofreserves totaling $6.1
million and 9.2 million, respectively, Ofthe 340.9 millfon in Other nonutidity investments identificd sbove, notes receivable comprise approximately $8.8 million of the commercial seal
cslate investments, $0.2 mitlion of the affardable hOLsing projects, and $1.9 million of the other investments. As of December 31, 2010, the Compasy is recognizing interest on the cash
basis for substantially the entire note portfolio. Such interest income has been insignificant during the past three years. Second mortgages serve as collateral for notes associated with
the commetcial real estate investments.

Commerciaj Real Estate Charge
The recent recession impacted the value of commercial real estate investments within this portfolio. Dwring 2008, the Company assessed its commercial real estate investments for

impairment and identified the need to reduce their canwmg values. The impairment charge totaled $10.0 millicn. Of the $10.0 million charge, $52 million is incheded in Other-ner and $4.8
million is included in Other operazing expenses. The impairment impacted the cerrying velues of primarity notes receivable collateralized by commercial real estate and an office
building. The Cormpany took passession of the oﬁicc|bui]ding when a leveraged lease expired in 2008; the building is currently for sale.

Variable [nferest Entities

Some of these legacy nonutility investraents are panhctsmp-llke structures involved in activities surrounding multifamily housing and office properties and re variable interest
entities. The Company is either a limited partner or b subordinated lender and does not consolidale any of these entities. The Company’s exposurs ta loss is limited to its investment
which as of December 31, 2010, and 2009, totaled $7. 0 million and $7.7 million, respectively, recorded in fnvestments in unconsolidated affifiates. and $9.0 million and §10.1 million,
respeetively, recorded in Other nonutility mvestmenh

7. Intanpible Assets i

Intangible assets, which are included in Other assets| consist of the following:

fin mitlions) At December 31,

: 2010 1609

Amortizing Non- amomang Amonizing Nos-amortizing
Customer-related assets e e N T S T .
Market-related assets :
Intangible asseis, net R e A R '1_4 S

As of December 31, 2010, the weighted average remaining life for amortizing customer-related assets and all amortizing intangibles is 23 years. Theje amartizing intangible assets have
no significant restdual values. Intangible assets are piresented net of accnmulated amortization totaling $3.4 million for customer-related assets and $0.3 million for market-rz lated assets
ot December 31, 2010 and $2.8 million for customer-rc{laled assets and $0,2 million for market-related assets at December 31, 2009, Annual amortization associated with imtangible assets
totaled $0.6 million in 2010, 2009, and 008. AmotiZation should approximate that incurred in 2010 in each of the next five years. Intangible assets are primarily in the Nonutility Group.

.
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8. Income Taxes

A reconciliation of the federal statutory rate to the ¢ffective income tax rate follows:

Year Ended December 31,

Statutory vate:

State & Jocal taxes-nct of federal b:neﬁt
Amortization of investment tax credit - -
Depletion ‘
Other tax credits - i -
Adjustment of income tax aceruals

All other-net RS I

Effective tax rate j

Significent componenis of the net deferred tax liabiliﬁy follow:

(I miliions)

Noncurrem deferred tax liabilities (assets):
Depreciation & cost recovery timing dlﬂ'emme#
Leveraged leascs

" Regulatory assets recoverable through furine: réues
Other comprthcnswc income '

© Alternative minimum tax camyforward - |:
Employee benefit obligations :
Net operating luss & other camyforwards * - | ... - -
Regulatory liabilitics to be settled through futurb rales

. Other —net » \ A

Nel noncurrent deferred tax liability
Curent deferred tax (asseis)liabilittes: D
Deferred fuel costs-nct |
 Demand side management programs |
Alterative minimum tax carryforward !
Cither — net )
Net current defemed tax asset
Net deferved 1ax Hability

At December 31, 2010 and 2009, invesiment fax crediis totaling $5.0 million and $5.8 million, respectively, are included in Deferred credits & other flabilities. At December 31,2010, the
Company has alternative minimum tax carryforwards which do not expire. In addition, the Company has $3.8 million in net operating loss and general business credit carryforwards,
which will expire in 3 to 20 years,
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The vomponents of income tax expense and utilization Of investment tax eredits follow:

(In millions) 2010 00 2008

Current:
. .Federal R
State |
Total current taxes |

Defersed:

. Federal f
State I
Total deferred tayes ]
1
|

Amaortization of investment tax credits
*Total income tax expense

Uncertain Tax Positions

Following is a roll forward of unrecognized tax beneﬁﬁ. for the three years ended December 1, 2010:
|

{In millions) |
Unrecognized tax Bonefits at January | SR SO ) P
Gross increases - 14X positions in pnorpenods !
;- Gross decreases - tax positions in prior pediods l
Gross increases - current period tax posmans
* Settlements
Lapse of statute of limitations :
Unrécognized tax benefits at December 31 .{ - . <0 T T e ]

Of the change in unrecognired tax benefits during 2010, 2009, and 2008, almost none impected the effective rate. The amount of unrecognized tax benefits, which if recognized, that
woukd impact the effzctive tax rate was $0.7 million at December 31, 2010 and $0.5 miillion at both December 31, 2009 and 2008. As of December 31, 2010, the unrecognized tax benefic
relales to tax positions {or which the ultimate deductibility is highly certain but for which there is tncertainty about the titning of such deductibility. Because of the impact of deferred
tax accounting, other than interest and penallies, the lisallowance of the shorter deductibility period would not affect the annual effective tax rate but would accelerate the payment of
cash to the taxing authority. Thus, it is nut expecied that any changes to these tax positions would have a significant impact on camings.

The Company recognized expense related Lo interest apd penalties totaling approximately $0.3 million in 2010, $0.2 million in 2009, and less than $0,1 million in 2008. The Company had
approximately $0.9 million and $6.6 million for the pdyment of interest and penalties accrucd as of December 31, 2010 apd 2009, respectively.

The net liability on the Consolidared Balonee Sheet!for unrecognized tax berefits inclusive of interest, penaliies and net of secondary impacts which are a component of the Deferred
income taves and are bencfits, totaled §9.8 mullion andl $7.9 mullion, respectively, at December 31, 2010 and 2005,

The Company and/or certain of ils subsidiaries file igcome tax retums in the U8, federal jurisdiction and various stales. The Intermnal Revenue Service (IRS) has conducted examinations
of the Company's U.5. federal intome tax returns foritax years through December 31, 2005. Tax years 2006 and 2008 are cutrently under TRS exam. The Siste of Indiana, the Company's
primary state tax jurisdiction, has conducted examingrions of state income tax retums for tax years through December 31, 2007. The statutes of limitations for assessment of federal
income tax have expited with respeot to (ax years chirpugh 2007 and througl 2066 for Indiana icome tax.

_75.
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Impact of Healthcarg Legisfation :

I March 2010, the President signed into law comptchenswe heatth care reform legislation under the Patient Protection and Affordable Care Act and the Healith Care and Education
Reconciliation Act of 2010. Included amang the major provisions of the law is a change in the federal income tax treatment of a subsidy received by the Company to offset the cost of
providing Medicare equivalent retiree preseniplion Hrug benefits, commonly referred to as the Medicare Part D subsidy. Prior to the change in law, the deduction for retiree drug
benefits excluded the government subsidy, effectivély making the subsidy tax free. Due to the change in tax treatment, the Company recorded a $2.3 million inerease in its deferred tax
liabilities, during the first quarter of 2010, related tci the estimated $6.1 million accrued subsidy receivable at that date. Like tax law changes in the past, it is expecied that the impact of

this change will be reftected in customer rates in the future. As a result, the Company bas recorded a §5.1 million regulafary asset related ko this matter in its finencial statements at
December 31, 2010.

9. Retirement Plans & Other Postretizernent Banefis

At December 31, 2010, the Company maintains threp qualified defined benefit pension plans, a nonqualified supplemental executive retirement plan (SERP), and three other
postretirement benefil plans. The defined benefit pension and other postretirement benefit plans, which cover eligible full-time regular emplayees, are prinearily noncontributory, The
postretirement health care and life insurance plans are a combination of seif-insured and fully insured plans. The Company hasa Voluntary Employee Beneficiary Association (VEBA)
Trust Agrcement for the partiai funding of postretirement heaith benefits for retirees and their eligible dependents and beneficiaries in one of the three plans. Annual VEBA funding is

discretionary; however, no further funding is anticipated. The qualificd pension plans and the SERP are aggregared under the heading “Pension Benefils,™ Other postetirement benefit
plans are apgregated under the heading “Other Bengfits.”

Measurcment Date Change !
Prior to 2008, the Company measured obligations rj of September 30. The Company changed its measurement date due fo 2 required change in the accounting rules. The effects of
moving the measurement date were calulated using @ measurement of plan assets and benefit obligations ag of September 30, 2007 and 8 15-month projection of pericdic cost to
Decermber 31, 2008. The Company recorded three months of that cost totating $2.7 million, or $1.6 million after tax, ditecily to Retained earnings on January 1, 2008.

Net Periodic Bepefit Costs ‘
A summary of the components of net periodic heueﬂt cost for the three yzars ended December 31, 2000 follows:

! Pension Benefils
(I millions) | 00
Service cost ‘ 15
Interest cost .
Expected retum on plan assets |

Amortization of paor service cost (benefit)

Argrtization of actuarin! Ipss {gain) RIS

Amortization of transitional obligation
- Net periodic beneflt cost . B

A portion of benefit costs are capiralized as t/niliey pjanf. Costs capitalized in 2010, 2009, and 2008 are estimated at $4.3 million, $4.5 miltior, and $3.0 million, respectivaly.

The Company lowered the discount rate used to meastire periodic cost from 6.25 percent in 2009 ta 6.00 percen in 2010 due to lower benchmark interest rales that spproximaie the

expected duration of the Company’s benefit ohhgnndns For fiscal yesr 201 1, the discount rate will be 5,50 percent. Over the periods presented other assumptions have also declined
reflecting the lower interest rate environment.

6.
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The weighted averages of significant assumptions used 1o determine net periodic benefit costs Follow:

|

' DPension Benefits Other Bonefits

J 2010 2009 ]
Discount rate - TRl L T BA0R . e Bd9Y 625
Rare of compensation increase : 3.50% 375% N/A
Expected return on plan assets 1: R T BRSE o R LB25%

: T NIA N/A 3.06% 3.50% 3.50%

Expected increase in Consumer Price Index

Health care cost trend rate assumptions do not have a %material effect on the service and interest cost components of benefit costs, The Company’s plans limit its exposure to i_ncreases
in health earc vosts io annual changes in the Consumer Price Index (CPI). Any increase in health care casts in axcess of the CPl increase is the respensibility of the plan participants.

Benefit Obligations f
A reconciliation of the Company’s benefit obligations at Diecember 31, 2010 and 2009 follows:

; Pension Benefits

iher Benchits

{In millions) 000
Benefit obligation, beginning of period - S AR e AT CC NP SAESICRNNEARS - TR S
Service cost - benefits earned during the period i 6.3
Intérest cost on projected benefit obligation 2~ | L e Bl Tl RO 5
Plan participants’ coniributions : .
Plan amendnicnts by LT
Achuarial loss (gain) ; ’ 213
Medicare subsidy receipts RIS E BN
Benefit payments ; {18.5) {1
“ Renefit ahligation, end of period R N R AN T ST T = T R i

The accumulated benefit obligation for &)l defined berfefit pension plans was $280 5 and $257.0 million at December 31, 2010 and 2009, respectively.

The benefit obligation as of December 31, 2010 and 3009 was calculated using the following assumptions:

Pension Benefits Other Benefits
— 2010 2009 2010 - 2009
Discount rate i 3.50% 6.00% 5.50% 6.00%
Ratc of compensation increase : 1500 3.50% N/A N/A
Expecled increase in Consumer Price Index ) Nia A 3.00% 300%

To caiculate the 2010 ending postretirement benefit ;pbligntion, medical claims costs i 2011 were assutned to be 8 percent higher than those incurred in 2010. That trend was assumed to
reach its sltimate trending inctease of 5 percent by 2qll4 and remain level thereafter. A one-percentage point change in assumed health care cost trend rates would have changed the

henefit obligation by approximately $2.4 million.
|

13-
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Plan Assets :
A reconciliation of the Company’s plan assets al Decdmber 31, 2070 and 2009 follows:

i

‘ Pension Benefits Other Benefits
{In millions) ; 2010 2009 2010 2009
Plan assets at fair value, beginning of period- - ] -7 . SO IR | R AR RN e i¥
Actual return ot plan assets ; 268

Employer contributions SRS PO il B
Plan participants' contributions i -
Benefit payments : R R T R C (188 T :
Fair value of plan assets, end of period : $ 2372 3.1 4.0

The Company’s overall investrnent stralegy for its refirement plan trusts is to maintain investments in a diversified portfolio, comprised of primarily equity and fixed income investments,
which are further diversified among various asset classes, The diversification is designed to minimize the risk of large losses while maximizing total retum within reasonable and prudent
levels of risk. The investment objectives specify a targeted investment allocation for the pension plans of 60 percent equities, 35 percent debt, and 5 percent for other investments,
including real estate. Both the equity and debt securities have a blend of domestic and international exposures. Forother benefit plans the targeted allocation is 75 percent equities and
25 percent debt. Objectives do nol target a specific retarn by asset class. The portfolios’ refurn is monitored in total. Following is a description of the valuation methodologies nsed
for trust assets measured at fair value. .

Mirtttal Funds .

The fair values of mutual funds are derived from quojtcd market prices or nel asset values as these instruments have active markets (Level 1 inputs).

Common Coflective Trust Fands (CTF 's) 1

The Company’s plans have investments in trust funds similar to mutuat fands in that they are created by pooling of funds from investors into a comamon trust and such funds are
managed by 2 third party investment manager. Thesk trust funds typically give investors a wider range of investment options through this pooting of funds than that generally
available to investars an an individual basis. However, unlike mutual funds, these trusis are not publicly traded in an active market. The fair values of these uses are devived from
Level 2 market inputs based on a daily celculated unik value as determined by the issuer. This daily calentated value is based on the fair market value of the underlying

investments. These funds are primanly comprised uﬂinvestments in equity and fixed income securities which represent approximately 53 percent and 37 percent, respectively, of their
fair value as of Dlecember 31, 2010. Equity securities within these funds are primarily valued using quoted market prices as these instraments have active markets. From time to time,
less liquid equity securities are valucd using Levet 2 {nputs, such as bid prices or a closing price, as determined in good faith by the investment manpger. Fixed income securities are
valued at the last available bid prices quoted by an indlependent pricing service. When valuations are not readily available, fixed income securities are valued using primarily other Level
2 inputs as determined in good Faith by the inw.sn-nem manager.

The fair value of these funds lotals $110.4 millien at Tecember 31, 2010 and $105.5 million at December 31, 2009. In relation to these investmenis, there are ao unfunded
commitments. Also, the Plan can exchange shares with minimel restrictions. However, in certain events, & restriction of up to 31 days may exist.

Guaranteed Annuigy Contract |

One of the Company’s pension plans is party to a grojip annuity contract with John Haneock Life Tnsurance Company. At December 31, 2010, the estimate of undiscounted funds
necessary 1o satisly John Hancock's remaining oblightion was $3.1 million, If funds rctained by Johm Hancock are not sufficient o satisfy retivement payments due these retirees, the
shortfall must be funded by the Company. The compasite invesiment return, net of manger fees and other chasges for the year ended December 31, 2010 was 5.37 percent. The
Company values this illiquid investment using long-term interest rate and mortality assurnptions, among others, and is therefore considered 2 Level 3 investment. There is no unfunded
commitmen! related to this investment. i

8-
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The fair values of the Company s pension and other getirement plan 2ssets at December 31, 2010 by asset caiegory and by fair value hicrarchy are #s follows:

| As of December 31,2010
Level 1 Leve] 2 Level Total

(in millions)

Domestic equities & equity fands -+ b LT T
International equities & equity funds
Domestic bonds & bond funds
Inflation protected security fund
Raal estate, commodities & other

e

Total Plan Investments 1 I0.4.
E As of Decembes 31, 2000 —
In millians) : Level 1 Leve] 2 Level 3 Total
Domestic equities & equity funds Sl ] s LT RS L g
International equities & equity funds i
Diomestic bonds & bond funds o
Inflation protected security fund i
Real estate, commodities & othier - P R L T R TP T
Total Plan Tnvestmenis j $

A roll forward of the Fair value of the guarankeed anduily contract caloulated using Level 3 valuation assumptions follows:

(In millions) : 2010 2009
Fair value, bogitmng of year SR o AR T R SRR L)
Unrealized gains related to '

investments still held at reporting date ; 02 0.2
Purchases, sales and settlements, net R R R T AT - | s (1113

Fuir value, end of year : F 37 § 3.6

I
Funded Status :
The funded status of the plans as of December 31, 2(110 and 2009 follows:

1
; Pension Benefits Other Benefiis
(I millians) 1 2010 2008 2010 2009
Qualified Plans |
: Benefit obligation, end of period R SR AN PPN PO %) RO KA
Fair value of plan assets, end of period i 237.2
* Funded Status of Qualified Plans, end of period [ . - .. oo oL oo (&)
Benefit obligation of SERP Plan, end of perfed (11.8)
Total fouded status, end of period o - p o o e e 8 o Gd) 8
Accrved liabilities ' ] B 0.7 3

Deferred eredits & other linbilities -~ .7 1 R N E L R R
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Expected Cash Flows

In 201 [, the Company expeets to make contributions ofapprux:mately $35 million to its pension plan trusts. In eddition, the Company expects to make payments totaling approximately
$0.7 milion directly to SERP participants and approxisately $4.6 million directly to those participating in other postretirement plans.

Estimated retiree pension benefit payments, including the SERP, projected fo be cequired during the years following 2010 (in millions) are approximately 5154 in 2011, $16.1 in 2012 ISIGS
in2013,5176in 2014, 3185 in 2015 and $181.7 in yeard 2016-2020. Expeeted benefit payments projected to be required for pastretirement benefits ducing the years following 2010 (in
millions} are approximately §7.6 1n 2011, $8.4 in 2012, $8.4 in 2013, 59,1 in 2014, and £9.5 in 2015 and $55.2 in years 2016-2410.

Prior Service Cost, Actuarial Gains and Losses. and Thansition Dhbligation Effects

Following is a oll forward of prior service cost, actugrial gains and losses, and transition obligations.
1

{Ta meillions) T Fensions Other Beachits
: Transition
: Prior Service Cost ~ NetGainorLoss  Prior Serviee Cast Nciﬁzm orLoss i

Balance Janwary 1, 2008 : O R JRNEony | v BISE TRMERIS TN ] i 2

Amounts arising during the period 04 .1

Reclassification to benefit costs S J U N - ) EEEE Ik () g

Balance December 31, 2008 ; 9.5 90.9

Amounts arising dJuring the period B R D - Y 5

Reclassification to benefit cosis ) (L7 2.2}

Balance December 31, 2009 I N N I I 68,5 %

Amounts arising during the period 0.8 129

Reclagsification 1o benefit costs - . L. (L SRR - ¥ I

Balance Decemher 31, 201¢ ! 5 IS 782 §

The 2008 roll forwards of prior service cost, actuanal gains and losses, and rransition obligations include |5 months of activity due to moving the measurement daie from Sepiember 30
to Decentber 31

Following is a reconciliation of ihe amounts in AccuMuIazed other comprehensive income (AOCT) and Regulatory assets relaled io retirement plan obligations at December 31, 2610 and
2009

{In mitiions} ] 2010 2000

! Pensinns Other Benefit Pensions Other Benefits
Prior service cost KA DTEERNOL AN AT R s ) § s Ledd 8 e 8
Uramortized zcluarial gain/flass} 732 ‘ wy
Transition obligation . D3R

' B 171

Less: Ragrlatory asset deferral BE L £LL5) - S AR i}
ADCT before taxes s 4.3 5 8.6 s 38 S 0.6

Related 1o pension plans, $1.7 million of priot semch cost and $3.8 million of acluarial gain/loss is expected 1o be amortized to cast in 2011, Relsted i other benefits, $1.1 million of the
transition obligation and 50.& million of acharial gain}loss is expected to be amortized to periodic cost in 2011, and $0.8 million of prior service cost is expected to reduce cost in 2011,

-80-
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Multiemplover Benefit Plan

One of the company s subsidiaries, Mitler Pipeline LLE (Miller), panicipazes in several industry-wide, multi-employer pension plans for its unien employees which provide for monthly
benefits based on length of service, The expense for theje plans amounted to $10.0 miilion, $8.8 million, and $7.6 million for the years gnded December 31, 2010, 2009, and 2008,
respectively. The relative pasition of each employer participating in these plans with respect to the actuarial present value of accumutated ptan benefits and net assets available for
benefits is not readily available. :

Defined Contribution Plan , , . .
The Company aiso has defined contribution retirement savings plans that are qualified under sections 401(a) and 401(k) of the Internal Revenue Code and include & oplion to nvest in
Vectren common siock, among other alternatives. Durig 2010, 2009 and 2008, the Company made contributions to these plaos of $6.6 million, $4.6 million, and $4.1 million, respectively.

10. Borrowing Arranpements

Short-Term Borrowings e
At December 31, 2610, the Company has $60¢ million of short-term borrowing capacity, including $350 million for the Utitity Group and $230 milfion for the wholly owned Nonutility

Group and corporate operations. As reduced by borrowings currently outstanding, approximately $303 million was available for the Uility Group operations and approniceabely 5179
miltion was available for the whelly awned Nonutitity/Group and corporate operations.

Baoth Vectren Capital's and Utility Holdings' shori-terin credit facilitics were renewed on September 30, 2616 and are available through September 2013. During the renewal process, the
Company lowered the level of capacity. The short-term borrawing facikities were lowered from 3515 million to $350 millicn for the Utility Group and from $255 million to $250 million for
the Nonutility Group. In addition, the Nonutility Grodp had a $120 miltion one year credit facility that expired in 2009 and was not renewed. The Company has histoticatly funded the
short-term borrawing needs of Utility Holdings® operations through the commercigl paper macket and expeets to use the Utility Holdiags short-term borrowing facility in instances where
the cotumercial paper matket is not efficient. '

Following is certain information rcgarding these shorg-term harrowing armangements.
]

Utility Group Bortowings Noautdity Group Borrowings

{in millions) 201 2009 2008 2010 2000 2008
Year End . )
* Balance Qutstanding SRR SRR /£ TY NITEINES (' WA JRNERRRN { K RN SURTRRUIEN | i O

Weighted Average Interest Rate ' 041% 0.25% 268%
Annual Average ’ R T e T LR R

Balance Qu(standing -3 144§ 92§ 173§

Weighted Average Interest Rate B f RPIRRER RN 7. i . SRR TR o v X%
Maximum Month End Batance Outstanding 5 4706 § 5.1 § 3380 5

In 2008, the Company’s sccess to longer term commefvial paper was significantly reduced as a result of' the turmoil and volatility in the financial mackeis. Asa resclt, the Compa_ny met
short-term financing needs through a combination ol A-2/P-2 commercial paper issuances and draws on Utility Holdings” back-up credit facility. AtDecember 31, 2008, borrowings
outstanding were comprised of $100.4 million of bank loans at a weighted avarage interest rate of 1.56% and $91.5 miilion of commercial paper at a weighted average interest rate of
337, The average anmial bulance owstanding in 2008 was comprised of $28_1 million of bank loans a1 a weighted average interest rate of 3.42% and $1:30.2 million of commercial paper
at a weighted average interest rate 0f 3.76%. Throughout 2010 and mosi 0f 2009, the Company has placed commercial paper without any significant issues and only had to borrow from
its backup credit facility in 2009 in casly 2009 on a lintited basis.
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l At Decernber 31,
(In millions) 2010 2009
Vectren Capital Corp.
Fixed Rate Senior Unsecured Notes
2010, 4.99% I :
2010, 7.98% .
S0, 513% cortobn s e
|

" 2012, 743%
- 2614, 6,37%
2015,5.31%

T 2016,6.92% - Lo i Co
2017, 3.45% .
12019, 7.30% S R TIRE R
2025, 4.53% .
Total Vectren Capital Corp. - o di

Oiher Long-Tetm Notes Payable
Total long-ferm debt cutstanding ] R N T T T ,‘HB-Z
Current maturities of long-term debt i (250.7)
" Debr subject to tender R ST R b DB g v L DD 300y
Unamomzeddeblpremlmn&dl.scclum net - 23)
Tola) long-term debt-net I : 5 s : ; 5'5:;};435.;21

Vectren Capital Corp, 2010 Debt Issuance

On December 15, 2010, the Company and Vectren Capital Corp, (Vectren Capital), its wholly-owned subsidiary, executed a private placement Note Purchase Agreement pursuant 1o
which various institutionat investors purchased the foliowing tranches of notes from Veclren Capital: (i) 575 miflion 3.48% Senior Notes, Series A due 2017, and (i) $50 million 4.53%
Senior Notes, Series B due 2025. Thesc Senior Nofes are unconditionally gueranteed by Veciren. These notes have ro sinking fund requiretnents and interest payments are due semi-
annually. The praceeds from the salc of the notes, net of issuance costs, totaled approximately $124,2 million, The notes contain customary representations, warranties and covenants,
including a leverage covenant consistent with lgverage covenants contained in other Vectren Capital borrowing arrangements,

Vectren Capital Corp, 2009 Debi fssuance

Qn March 11, 2009, Vectren and Vectren Capital, exgculed a private placement Note Purchase Agreement {the “2009 Noie Purchase Agreement™) pursuant to which various institutional
investors purchased the following tranches of notes ﬁpm Vectren Capital: (i) $30 mitlion in 6.37 percent senior nofes, Series A due 2014, (ii) $60 milkion in 6,92 percent sentor noles,
Series B due 2016 and (i) $50 million in 7.30 percent senior notes, Series C due 2019, These senior notes are unconditionally guaranteed by Vectren, the parent of Vectren

Capital. These notes have no sinking fund requirements and interesi payments are due semi-annually. The proceeds from the sale of the notes, net of issuance costs, totaled
approximately $149.0 miltion. The 2009 Note Purchase Agreement containg customary representations, warranties and covenants, including a leverage covenant consistent with that
contained in other Vectren Capital borrowing arranptments. On March 11, 2009, Veciren and Vectren Capilal also entered into a firsl amendment with respect to prior note purchase

agreements for the remaining cutstanding Vectren Capital debt, other than the $22.5 mitlion series due in 2010, to conform the covenants in certain respeets to those contained in the
2009 Note Purchase Agreement, ,

Utitisy Holdings 2008 Debt Issuance '

On April 7, 2009, Utility Holdings ¢otered into & pnvhte placement Note Purchase Agrezment pursuant to which institutional investors purchased from Utility Heldings $100 million in
6.28 percent senior unseeured notes due April 7, 2020 (2020 Notes). The 2020 Notes are guaranieed by Utility Holdings” three wtilitics: SIGECQ, Indiana Ges, and VEDO. These
guaraatees are full and unconditional and joint and several. The proceeds from the sale of the 2020 Noteg, net of issuance costs, totaled approximatély $99.5 mitlion. The 2020 Notes
have no sinking fund requiremenis and interest payr*ems are due semi-annually. The 2020 Notes contain customary representstions, warranties sod covenants, including a leverage
covenant consistent with lcverage covenants contained in other Utility Holdings’ borrowing armangements.
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SIGECO 2069 Debt [sstiance )
On August 19, 2009 SIGECO aise complcted 2 $22.3 miflion tax-exempt first morigage bond issuance af an interest rate of 5.4 percent that is fixed through maturity. The bonds matare in
2040, The proceeds from the sale of the bonds, net of jssuance costs, totaled approximately $21.3 million.

Long-Term Dabr Put and Call Provisions

Certain long-term debt issues contain put and call provisions that can be exercised on various dates before maturity. Other than certain instruments that can be pui to t.he Company
upon the death of the holder {death puts), these put or jcall provisions are not iriggered by specific events, but are based upon dates stated in the note agresments. During 2010, 2009,
and 2008, the Company repaid approximarely $1.8 million, $3.0 million, and $1.6 million, respectively, related to death puts. Debr which may be pur i the Company for reasons other than
a death during the years following 2010 (in millions) is/$30.0 in 2011, zero in 2012 and thereafter. Investors had the ong-time option to put $10 million in May 2010; however, no notice
was received during the notification period and such ?:bt is classified as long-tesm at December 31, 2010, Debt that may be put to the Company within one year or debi that is
supported by lines of credit that expite within one year are classified as Long-term debt subject to tender in current liabilities,

Utility Holdings 2008 Debt [ssuance ;

In March 2008, Utility Holdings issued $125 million 3325 percent senior unsecured notes due April 1, 2039 (2039 Notes) at par. The 2039 Notes are guaranteed by Uiliry Holdings'
three public wtilities: SIGECO, Indiana Gas, and VEDQ. These guaranteed are full and unconditional and joint and severel. The 2039 Notes have no sinking fund fequirements and
interest payments are due monthly. The notes may be called by Utitiry Holdings, in whole or in part, at any fime on or after April 1, 2013, at 100 percknt of principel amount plas accried
interest. During 2007, Utility Holdings entered into s¢veral interest rate hedges with an 580 million notional amount. Upon issuance of the notes, these instrumems were setiled
resulting in the paymeni of approximately $9.6 miltion, which was recerded as a Regwiatory asset pursuant 1o existing regulatory orders. The value paid is being amortized as an
increase to interest expense over the life of the issue. . The proceeds from the sale of the 2039 Notes less settlement of the hedging arrangements and payments of issuance costs
amounicd to approximately $111.1 million. .

Auction Rate Securities : 3
Tn February 2008, SIGECO provided notice to the curtént holders of approximately $103 million of tax-exempt anction rate mode loag-term debt of its plans to convert that debt from its
current auction rate mode into a daily interest rate mode. In Match 2008, the debt was tendered at {00 percent of the principel amount plus acerved imteress. During March 2008,
SIGECO remarketed approximately $61.8 million of these instrumants at interes? rates that are fixed to makurity, receiving proceeds, net of issuance costs, of approximately 560.0
million. The terms arc $22.6 million at $.15 percent dud in 2023, 22,2 million at 5.35 percent due in 2030 and $17.0 million at 5,45 percent due in 2041.

On March 26, 2009, SIGECO remarketed the remaining $41.3 mitlion of these obligations, receiving proceeds, net of issuance costs of approximately $40.6 million. The rcmaﬁ:eted notes
have & variable rate interest rate which is reset weekly and are supported by a standby lewter of credit, The notes are collaieralized by SIGECQ"s utility plant, and $9.8 million are due in
2015 and £31.5 million are due in 2025. ’

Futyre Long-Term Dedt Sinking Fund Requirements and Maturities

The annual sinking fund requirement of SIGECCYs fitst mortgage bonds is 1 percent of the greatest smomnt of bonds cutstanding usder the Mortgage Indenture. This requiretnent may
he satisfied by certification to the Trustee of unfanded property additions in the preseribed amount as provided in the Mortgage Indenture. SIGECC intends to meet the 2010 sinking
fund requirement by this means and, accordingly, the dt'dnlcing fimd requirement for 2010 is excluded from Current liabilities in the Consolidated Balance Sheets. AtDiecember 31,2010,
$1.2 billion of SIGECO's utility plant remeined unfunded under SIGECD's Mortgage Indenture. SIGECQ's gross utility plant balance subject to the Martgage Indeniure appraximated
$2.6 billion at December 31, 2010, '

Consolidated maturities of long-term debt during the five years following 2010 (in millions) are §250.7 in 2011, $60.0 in 2012, $105.0 in 2013, $30.0 in 20i4, and $179.8 in 2015,
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Debt Guarantees :

Vectren Corporation guaraniees Vectren Capital's long-tcrm and short-term debt, which totaled $410 million and 371 million, respectively, at December 31, 2010. Utility Holdings'
currently outstanding long-term and short-term debt i3 jointly and severally guaranteed by Indiang Ozs, SIGECD, and VEDO, Lhility Holdings” long-term debs, including evrrent
maturities, and short-term debt outstanding at Decembér 31, 2010, totaled $319 million and 547 million, respectively.

Covenants

Bath leng-term and short-ferm borrowing arrangem ts cantain customary default provisions; restrictions on liens, sale-leaseback transactions, taergers or censolidations, and sales of
assets; and restrictions on leverage and imerest coverage, among other restrictions. As an example, the Vectren Capital’s shorr-term debt agreement expiring iz 2013 contains a
covenanl that the ratio of consolidated total debt to cotsolidated toral capitalization will not exceed 65 percent. As of December 31, 2010, the Company was in compliance with alt
financial cavenants,

Ll. Common Shareholders” Equity

Common Stack Offering

In Febmary 2007, the Company sotd 4.6 million aullmnzed but previously unissued shures of its common stock to & group of uaderwriters in an SEC'{egislered primary offering 2t a price
of $28.33 per share. The transaction genemted pro: , net of underwriting discounts and commissions, of approximately $125.7 miflion. The Conipanjr executed an equity forward
sale agreement (edquity forward) in connection with the offering, and therefore, did not receive proceeds at the time of the cquity offering. The equity forward allowed the Company to
price an affering under market conditions existing at that time, snd 1o better mateh the receipt of the offering proceeds and the associated share dilution with the implementation of
regulatory initiatives. }
On June 27, 2008, the Compeny physically settled !he)eqmry forward by delivering the 4.6 million shares, receiving procceds of approximately $124.9 million. The slight difference
between the proceeds generated by the pubtic offering and those received by the Company were due to adjustments defined in the equity forward agreement including: 1) daily
increases in the forward sale price based ona ﬂo&tl:: interest factor equal ta the federal funds rate, less a 35 basis point fixed spread, and 2) stactured quarierly dacreases to the
forward sale price that align with expeeted Company dividend payments,

Vectren transferred the proceeds to Utility Holdlngs,J and Thility Holdings used the proceeds bo repay shost-term debl obligations incwrred primaniiy to find jts capital expenditure
program. The proceeds received were recorded as an increase to Common Stock in Commen Sharcholders’ Equiry and are presented in the Statement of Cash Flows as a financing
activity.

Authorized, Reserved Common gnd Preferred Shares!
AtDecember 31, 2010 and 2009, the Comypany was afthorized 1o issue 480.0 million shares of common stock and 20.0 million shares of preferred stock. Of the awthorized common shares,

approximately 5.5 million shares at December 31, 2010 and 5.6 million shares at Decernber 31, 2609, were reserved by the board of direciors for i issuance through the Company s share-
based campensation plans, benefit plans, and dividend reinvestment plan. At December 31, 2010 and 2009, there were 392.8 million and 392.3 miltion, respectively, of authorized shares
of common stock and all autherized shares of preferr{:d stock, available for 2 variety of general corpatate parposes, inctuding Fature public offeringd to mise additiona! capital and for
facilitating acquisitions.

{2. Earnings Per Share !

I
The Company uses the two class method fo catculase eamings per share (EPS). The Iwo class method is an eamings sllocation formula that ireats 2 participating securily as having
rights to camings that otherwisc would have been available to common shareholders. Under the two-class method, camings for a period are allocated between cortmon sharcholders
and participating security holders based oo their respective rights to receive dividends as if ali undistributed book earnings for the period were distributed, Basic EPS is camputed by
dividing net income attributabie to only the common sharehelders by the weighted-average number of common shares outstanding for the peried. Dlluted EPS inclodes the impact of
stock options and other equity based instruments to #he extent the effect is dilutive.
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The following table illustrates the basic and dflutivé: EPS caleulations for the three years ended December 31, 2010;

i Year Ended December 31,
{In millions, excepr per share dara) 2010 2009 2008
Numerator: 1
. Numeretor for basic EPS ) IR FI25
Add back carnings atiributable o pﬂmcipatmg cumles
. Reported net income (Numerator for Diluted ﬁ; Ly
Denominator:

Weighted average common shares outstandlng {Baslc EPS)
Equity forward contract s
Conversion of share based cumpensatmn ammgemcnts
Adjusted weighted average shares outstandiagiand -
assumed conversions outstandﬁ (Diluted EPS)

_ T
Basic earnings per share
Diluted earnmings per shure . | o

For the year ended December 31, 2010 and 2009, options to purchase 308,300 and 837,100, respectively, of additional shares of the Company's consmon stock were outstanding, but were
not included in the computation of diluted EPS becaiise their effect would be antidilutive. The exercise prices for these options ranged from $24.50 10 $27.15 and 523 19 t0 $27.15 for the
years ended December 31, 2010 and 2009, respcctndiy For the year ended December 31, 2008, all options were dilutive.

13, Accumniated Other Comprefensive Ineome '

A sumimary of Yhe components of and changes in Aémmulared other comprehensive income for the past three years follows:

T

2008 2009 2050
Beginning " Changes End Changes ~ End Changes End

of Year i During of Year During of Year Puring of Year
(I millions) Balance Year Balance Year Balance Year Balance
Unconsolidated affiliates 3 HZ S T2 e S e 2R e
Pension & other benefit
cnsts (l 3 .0 it 1; 09
Cash flow hedges - [:1 I {;v.,{asy ST ¥ R ORI
Defered income taxes (8 ﬂ}
Accumnulated other ﬁ g
comprehensive incoree (loss) § 12;5 {32.3)

Accumulated other corprehcnsive income arising from unconsolidated affiliates is primanily the Company's portien of ProLiance Holdings, L1.C's accunmlated comprehensive income
related to use of cash flow hedges. (See Note 5 for more information on ProLiance.)

14. Share-Based Compensation & Deferred Compensation Arrangements

The Company has various share-based compensation| programs to encourage executives, key non-officer employees, and non-smplayee direclors t6 remain with the Company and to
more closely align their interests with thase of the Company’s shareholders. Under these programs, the Company issues stock options, non-vested shares (herein referred to as
restricted stock), and restricted stock units. All sharetbased compensation programs are sharcholder approved. In addition, the Company mainiains a deferred compensation plan for
executives and non-employee dircctors where participants have the option to invest eamed compensation and vested restricled stock and sestricted units in phantom Company stock
units. Certain option and share awards provide for adeelernted vesting if there is a change in control or upon the participant’s retirement.

-85

| : 168



Tabie of Contents :
Fellowing is a reconctliation of the total cost resociated with share-based awards recognized in the Compeny’s fimancial statements to its after lax effect on net income:

Vear ended December 31,

fin millions)
Tolal cost of share-based compensation RSN AT ST e
Less capitalized cost .
Total in other eperating expense N l ’
Less mncome tax beneficin eatnings .
ATter tax effect of share-bused compensation . . . |

Restricted Stock & Restricied Stock (fnit Plans :

The Company periodically grants resiricted stock anddor restricted stock units 1o executives and other key noa-officer employees. The vesting of those grants is vontingent upon
meeting & toial retusn and/or return on equity performgnee objectives. In addition non-zmployee directors receive 4 portion of their fees in restricted stock, Grants fo executives and
key nen-officer employees generalty vest at the end of s four-ycar period, with performrance measured at the end af the third year. Based on that perforinance, awards could double or
could be entirely forfeited. However, a limited munberiof awards are time-vested awards that vest ratably over a three vear period. Awerds to non-employee directors anol
performance based and generally vest over one year, [Be¢ause executives and non-emplovee directors have the choice of setiling awards in shares, cash, or deferving thet‘r receipt into a
deferred compensation plan (where the value is eventually withdrawn in cash), these awards are accounted for as Jiability awards at their setilement date fair value. Cermin share swands
to key non-officer employees must be settled in shares and are therefore accounied for in equity at their grant date fair value,

A summary of the status of the Company's restricted stock and restricted unil awards separated between those accounted for as lisbilities and equity as of Decernber 31, 2010, and
changes during the year ended December 31, 2010, fnﬁluws

Equity Awards
Wid. Avg.
Graat Date : Liabifity Awardy
: Shares Fair valee Shares/Unils Fair value

Restricted awards at January 1, 2000 A 3333’3‘ B PR T
Granted .
Vested 1
Forfeited :
Restricted awards sf December 30, 2010 . |

As of December 31, 2010, there was $6.9 millien of total unrecognized compensation cost related to restricted stock awards, That custis ¢xpected ta be vecognized over 8 weighted-
average period of 2.2 years. The total fair value of shares vested for Hability awards during the years ended December 31, 2010, 2009, and 2008, was $5.0 million, $2.2 million, and $0.4
million, respectively. The total fair value of equity awards vesting during the year ended December 31, 2010 and 2069 was $0.2 million and $0.1 million, respectively, No equity awards
vested (n 2008,

Stock Opiion Plans
In the past, option awards were granted to executh&s and other key employoes with an exeqcise price equal to the market price of the Compaay’s stock at the dete of grant; those eption

awards generally required 3 vears of continuous sctvice and have ll)-year contractual ferms. These awards generally vested on a pro-rata bagis over 3 years, The last option grant
occurred in 2005, and the Company does not intend to Issue options in the future. All compensation cost has been recopnized.
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A summary of ihe starus of the Corpany’s stock option awards as of December 31, 2010, and changes during the year ended December 31, 2010, follows:

i Weighted avuﬁp Aggregate

| Remeining Imtrinsic

‘ Shares Exercise Contraciual Value

; Price Term (years) {In millions)
Outstanding at January 1, 2010 ' 1329562 & 23.97
Exercised . (398,182) S 262
Forfeited or cxpired L (1,574) 3 253¢ - _
Outstanding al December 31, 2010 i 929806 3§ 24.58 27 § 1.1
Exercisable at December 31, 2010 920806 S 24.55 27 s 1.1

The totel intrinsic value of options exercised during the year ended Drecember 31, 2010 and 2008 was $1.3 million and $0.5 million, respectively. The actual tax benefit realized for tax
deductions from option exercises was approximately $0.5 million in 2010 and $0.1 million in 2008.

The Company periodically issues new shares and 2l$o from fite to time repurchases shares 1o satisfy share option exercises. Duting the year endei December 31, 2010, the Company
received cash upon exercise of stock options totaling|epproximately $9.5 mittion. During this period, the Company repurchased shares totaling approximately §1.2 million. During 2008,

the Company received cash upon cxercise of stock osfions totaling approximatety $1.9 million and repurchased shares totaling approximately $2.2 million. During the year ended
December 31, 2009, stock option activity was insighificant,

The fait valuc of opttan awards granted in priox yeais was estimated on ihe date of grant using a Black-Scholes option valuation model. Expested volatilities were based on historical
volatility of the Company's stock and other factors. 'The Company used historical data fo estimate the expecizd term and forfeiture patterns of the oplions. The risk-free rate for periods
within the contractual life of the option was based o the U.S5. Treasury yield curve in effect at the time of grant.

Deferred Compensation Plans i

The Company kas nongualified deferred compensatipn plans, which permit eligible executives and non-employec directors ta defer portions of their compensation and vested restricted
stock or units. A record keeping account is established for cach participant, and the participant chooses from a variety of measurement funds for the deemed investment of their
accounts. The measurement funds are similar to the! funds in the Company's defined contribution plan and include an investment in phanlom stock units of the Company. The account
balance fluctuates with the investmeni returns on those funds. At December 31, 2010 and 2009, the liability associaled with these plans totaled $19.) miliion and $22.8 milkion,
tespectively, Other than $0.5 mitlion and $6.5 million which are classified in Acerued Habilities at December 31, 2010 and 2009, respectively, the lisbility is included in Defarred credits &

other liabilities. The tmpaci of thesc plans on OlhEE operating expenses was cpense of $2.3 million in 2010, $0.8 million in 2609 and income of $2.6 million in 2008. The amount

recorded in earnings related to the investment activitjes in Veciran phantom stock associated with these plans during the years ended December 31, 2010, 2009, and 2008, was a cost of
$1.6 milkion, a benefit of $1.5 milkion and a cost of $0.5 million, respectively. '

The Company has certain invesimenis currently fimded primarily throngh corporate-owned life insurance policics. These investmants, which are consolidated, are available to pay
deferred compensation benefits. These investments jare also subject to the claims of the Company's creditors. The cash surrender value of these policies included in Other corporate
& utility investments an the Conselidated Balance Sheer.r were $27.5 miflion and §24.7 million at December 31, 2010 and 2009, respectively. Eamnihgs from those investments, which are
recorded in Orker-ner, were eamings $1.9 million in 2010, carnings of $4.1 million in 2008, and a loss of §2.5 millicn in 2008.

83

170



Table of Contents
15. Commitments & Contingencies
Comitmerts i
Future minimum lease payments required under pperat ng leases that have initial arremammg noncancelable lease lerms in excess of one year during the five years following 2010 and
thereafter (in millions) are 34.1 in 2011, 32.Tin 2012, $1.8in 2013, $1.2 in 2014, 50.5 in 2015, and $0.1 thereafter. Total lease expenss (in millions} was §7.3 in 2010, $3.0 in 2009, and 3.8 in
2008. :

|
Firmt nonutility purchase commitmenis for commadities tatal {int md‘lmns) $t1.8in 2011, $2.9 in 2012, $1 4 in 2013, zera in 2014 and 2015. Firm aonunhtyemnmttments for ransporiation
and storage capacity fotal (in millions) $4.2 in 2011, $4.1 in 2012, 53.8 in 2013, $1.8 in 2014, $0.8 in 20135, and $3.2 thercafter.

The Company’s regulated utilities have both fim nnd non-firm commitments 10 purchase natura! gas, clectricity, and coal as well a3 cerlain ransporiation and siorage rights. Costs
ansing fiom these commitments, while significant, ard pass-through casts, generally collected daliar-for-dollar from retail customers through reguhlnr—approved cost recovery
mechanisms.

Comporate Guarantees

The Company issues corporate guarantees to certain vendors and customers of its wholly owned subsidiaries and unconsolidated affilistes. Thesg guarantees do not represent
imcremental consolidaied obligations; rather, they represent parental guarantees of subsidiary 2nd unconsolidated affilimie obligetions in order to allow those subsidiaries and affiliates
the flexibility ta conduct business withoul posting other forms of coflataral, Ar December 31, 201, corporate issued guarantecs support a maximom Jf $25 miliion of ESG's performzance
contracling commitments and warranty ebligations agd $29 million of other project guarantees described below. In addition, the Company has spprojimately $75 million of other
guaranices owtstanding supporting other consolidated subsidiary operations, of which $51 million support the operations of Veciren Source, a whally owned non-regulaled retail gas
matketer and $17 million represent letters of credit supporting other nonutility operations. Guaraniees issued and outstanding on behalf of unconsatidated affifiates approximated 33
willion at December 31, 2C10. These guarantees relate primarily to amrangements berween ProLiance and various natural gas pipeline operators. The Company has not been calicd upon
to satisty any obligations pursuant to these patenial Fuaranlces and has accrued no significant Fabilities related to these guaraniees.

Performance Guarantees & Product Warranties
In the normal course of business, ESG, Miller, and o{her whelly owned subsidiaries issue performance bonds or other forms of assurance that commit thewn 10 timely install

infrastructure, cperale fagilities, pay vendors or subéontractors, and/or support warranty obligations. Based on a history of meeting performance ohllgahms and installed products
operating effectively, no significant liability or cost has becn recognized for the periods presented.

Specific to ESG, in its role as 2 general comiractor infihe performance contracting industry, at December 31, 2010, there ave 70 open surety bonds supporting funire performance. The
average face amount of these obligations is 34.2 million, and the largest obligation has a face amount of $30.4 million. The maximum exposure of these obligations is less than these
amounts for several factors, including the fevel of wirk already completed. At December 31, 2010, over 57 percent of work was completed on projects with open surety bonds. A
significant portion of these commitments wili be fulfilled within one year. In instances where ESG operates facilities, project guarantees extend over a fonger period. In addition (o its
performance abligations, ESG also warrants the fungtionality of certain instatled infrastructure generally for one vear and the associated encrgy savings over a specified number of
years. The Company has no sigaificant aceruals forlthese warranty obligations as of December 31, 2010. .

Legal & Re Proceedin

The Cnmpuny is party to various fegal proceedmgs{ audits, and reviews by taxing authoritics and other government agencies srising in the nomiel conrse of business. 1n the apinion of
management, there are no legal proceedings or mhef regulatory reviews or audits pending against the Company that are likely lo have @ malerial adverse effect on its financial pesition,
results of pperations or cash flows.
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16, Envirommental Matters

Clean Adr Act
The Clean Air Interstate Rule (CAIR) isan allowence ¢ap and teade program that required reductions from coal-burning power plants for NOx cmissions beginning January 1, 2009 and
80, emissiens beginning January 1, 2010, with a second phase of reductions in 2015. On Suly 11, 2008, the US Court of Appeals for the District of Cdfumbia vacated the fderal CAIR
regulations. Various parties filed motions for reconsidoration, and on December 23, 2008, the Court reinstated the CAIR regulations and remanded the regulations back to the EPA for
pronulgation of revisions in accordance with the Coust's July 11, 2008 order. Thus, the ariginal version of CATR promulgated in Miarch of 2005 remains effective while EPA revises it
per the Court’s guidance. SIGECO is in compliance with the current CAIR Phase | anmial NOx reduction sequirements in effect on fanuary 1, 2009, end the Phase 1 anoual SCI:.i reduction
requirements in effect enJanuery 1,2010. Utilization ¢f the Company's inventory of NDx and SO, allowances may also be impacted if CAIR is further revised. Most of these

|

allowances were granted to the Company at zero cost;|therefore, any reduction in carrying value that could result from future changes in regulations would be immaterial.

I
Similarly, in March of 2005, EP A promulgated the Cldan Air Mereury Rube (CAMR), CAMR is an allowance cap and trade program requising firther reductions in mercury emissions
from coal-burning power plants. The CAMR regulations were vacated by the US Court of Appeals for the DC Citcuit in July 2008. In response to the court decision, EPA has
announced that it intends to publish proposed Maximam Achievable Control Technology standards for mercury in 2011. It is unceriain what cmission limit the EPA is considering, and
whether they will address hazardous pollutants in addition to metcury. '

To comply with Indiana’s implementation plan of the :C]ea:n Air Aet of 1090, the CATR: regulations, and to comply with putential future regulations of mercury and further NOx and

50, reductions, SIGECC has [URC authorily to invest in clean coal technology. Using this authorization, SIGECQ has invested approximately $411 million in polhrtion control
equipment, including Selective Catalytic Reduction (ﬁCR) systems, fabrie filters, and an SO, scrubber at its generating facility that is jointly owned with ALCOA (the Company’s portian
is 150 MW). SCR technology is the most effective method of reducing NOx emissions where high removal efficiencies are required and fabric fitters control particulate matter
emissions. Of the $4[ [ million, $312 miflion was inctided in rale base for purpases of determining SIGECQ's new electric base rates that went into effect on Angust 15, 2007, and !999
million is currently recovered through a rider mecharlism which is periodically updated for actual costs incurred including depreciation expense. As part of its recent rute proceeding, the
Company has requested to also include these more rqcent expenditures in rate base as well,

SIGECO’s coal fired generating fleet is 100 percent sdrubbcd for SO, and 90 percent controlled for NOx. SIGECO's investmenss in serubber, SCR, atid fabric flter technology allows for

compliance with existing regulations and should posiitinn it to camply with future reasonable mercury pollution control legislation, if and when, redactions are premulguied by EPA. On
July 6, 2010, the EPA issued its proposed revisions ¢ CAIR, renamed the Clean Air Transport Rule, for public comment, The Transport Rule proposes a 71 percent reduction of 80,

pver 2005 national levels and a 52 percent reduction ¢f NOx over 2005 national levels and would further ivapact the utilizadon of eurrently granted SO, and NOx allowances. The

Company is currently reviewing the sufficiency of it#‘; existing pollution control equipment in relation to the requirements proposed in the Clean Air Transport Rule and currently does
not expect significant capital expenditures will be required to comply if the Transport Rule is adopted in its current form.

Climate Change .
Numerous competing legislative proposals have alsé been introduced in recent vears that involve carbon, energy cificiency, and renewable energy, Coraprehensive encrey legislation

a1 the federat level continues fo be debated, but ther has been little progress to date. The progression of regional initintives throughout the United States has slawed, While no
slimate change legislation is pending in Indiana, the siate is a0 observer to the Midwestern Regiona) Greenhouse Gas Reduction Accord and the state’s legislature debated, but did rot
pass, a renewable energy portfolio standard in 2009.)

In advance of a federal or state renewable portfolio siiandard, SIGECO received regulatory approval to purchiase a 3 MW landfill gas generation facility from a related entity. The facility
was purchased in 2009 and is directly interconnected 10 the Company's distribution systerm. In 2009, the Company aiso executed a long term purchase power commitment for 50 MW af
wind energy. These transactions supplement a 30 MiW wing energy purchase power agreement executed in 2008,
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In April of 2007, the US Supreme Court determined ihat greenhouse gases meet the definition of "air pollutant® under the Clean Air Act and erdered the EPA to determine whether
greenhouse gas emissions from motor vehicles causd or contribute to air pollution that may reasonably be anticipated to andanger publie health or welfare. Tn April of 2009, the EPA
published its proposed endangerment finding for public comment. The proposed endangerment finding concludes that carbon emissions from mobile sources pose an endangerment to
public health and the environment. The endangerment finding was finalized in December of 2009, and is the first step toward EPA regulating carbon emissions through the existing
Clean Air Act in the absence of specific carbon legij::lion from Congress. Therefore, any new regulations would likely also impact major stationery sources of greenhouse gases. The
EPA has promulgated two greenhouse gas regulaliuﬁs that apply to SIGECO's penerating facilities. In 2009, the EPA finalized a mandatory greenhouse pas emissions registry which
will require reporting of emissions beginning in 201 1 (for the emission year 2010). The EPA bas also recently finalized a revision fo the Prevention of Significant Deterioration (PSD) and
Title V permitting rules which would require facilitics that emit 75,000 tens or more of greenhouse gases a year to obtain a PSD permit for new construction or & significant modification
of an existing facility.

Impact of Legisiative Actions & Other Initiatives is Unknown )
If regulations are enacted by the EPA or ather ageneies or if lzgislation requiring reductions in CO, and other greenhause gases or legislation mandating a renewable encrgy partiolio

standard is adapted, such regulation could substantiblly affect both the costs and operating characteristics of the Company's fossil fuel generating plants, nonutility coal mining
operatians, and natural gas distribution businesses. Further, any fegislation ar regulatory actions laken by the EPA or other agencies would likely impact the Company’s generation
resource planning decisicns. At ihis time and in thelabsence of final legislation, compliance costs and other effects associated with reductions in greenhouse gas emissions or
obtaining renewable energy sources remain uncertaifl, The Company has gathered preliminary estimates of the costs 1o control greenhouse gas emissions. A preliminary investigation
demonstrated costs to comply would be significant, first with regard to operating expenses and later for capital expenditures as technology becomes available to control grecuhouse gas
emissions. However, (hese compliance cost estimaies are based on highly uncertain assumptions, including allowance prices if a cap and trade approach were employed, and energy
efficiency targets. Costs to purchase allowances thal cap greenhouse gas emissions or expenditures made to controf emissions should be considered a cost of providing electricity, and
as such, the Company believes recovery should be timely reflected in rates charged to customers. Customer rates may &lso be impacted shorld decisions be made to reduce the level of
sales o municipal and other whelesale customers in prder to meet emission targets,

Ash Ponds & Coal Ash Disposal Regulations :

In June 2010, the EPA issued proposed regulations 4ffecting the management and disposal of conl combustion products, such as ash generated by the Company’s coal-fired power
plants. The proposed rules mere stringently regulatd these byproducts and would likely increase the cost of operating or expanding existing ash ponds and the development of new
ash ponds, The EPA did not offer 2 preferred altarative, but is taking public comment on mwltiple alternative regulations. The alternatives inchide regutating coal combustion by-
products as hazardous wastc. Al this time, the majority of the Company’s ash is being beneficially reused. The proposals offered by EPA allow for the beneficial reuse of ash in certein
circumstances, The Company estimates capital expenditures to comply could be as much as $30 miliion, and such expenditures could exceed $100 million if the most stringent of the
alternatives is selected. Anmual compliance costs coltld increase slightly or be impacted by as much as 55 million.

Clean Water Act

Section 316{b) of the Clean Water Act requires that generating facilities use the “best technology available” to minimize adverse environmenta! impacts. More specifically, Section 316
() is concerned with impingement and entrainment ¢f aqualic species in once-thraugh cooking water intake struetuces. In April of 2009, the U.S. Supreme Court affinned thet the EPA
could, but was nol required to, eonsider costs and bewefils in making the svaluation as to the best technology available for existing facilities. The regulation was remanded back to the
EPA for further consideration. Depending upon the 4pproaches mken by the EPA when it reissues the regulation, capital investments could be in the $40 million runge if new
infrastructure, such as new cooling waler towers, is required.

Jacobsville Superfund Sire :

©On July 22, 2004, ihe EP A listed the Jacobsville Nei rhood Soil Contamination site in Evansville, Indiana, on the National Priorities List under the Comprehensive Environmentat
Response, Compensation and Liability Act {CERCLA). The EPA has identified four sources of historic lead contamination. These four sources shut down manulacturing operttions
years ago. When drawing up the boundaries for the listing, the EPA included a 250 acre block of properties surronnding the Jacobaville neighborhood, inciuding Veetren's Wagner
Operations Center, Vectren's property has not been named as n source of the lead contamination. Vectren's own seil testing, completed during the construction of the Operations
Center, did not indicatc that the Vectren property contains lead contaminated soils above industrial cleanup levels. At this time, il is anticipated that the EPA may request only
additional soil testing ar some future date. ;
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Enyironmenial Remediation Efforts

In the past, Indians Gas, SIGECO, and others operated facilisics for the manufacrure of gas. Given the availability of natural gas transported by pipetines, these facilitics have ot becn
operated for many years. Under currcnily applicable énvironmental laws and regulations, those that owned or operated these facilities may now be required to take remedial action if
certain contaminants are found abovc the regulatory mmshuids at these sites.

Indiana Gas identi fied the existence, location, and certain gencral characteristics of 26 gas manufacturing and storage sites for which it may have some remedial responsibility. Indiana
Gas completed a remedial investigation/feasibiliry snidy (RI/ES) 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 GGas submitied thejremainder of the sites to the IDEM's Voluniary Remediation Program (VRF) and is cumrently conducting some level of remedial
activities, including groundwater monitoring at certain sites, where deemed appropriate, and will contimue remedial activities at the sites s appropriste and necessary,

Indiana Gas accrued the estimated costs for further investigmion, remediation, growndwater monitering, and related costs for the sites. While the toial costs that may be incurred in
connection with addressing these sites cannot be detcpnined at this time, Indiana Gas has recorded cumulative costs that it reasonably expects to jucur totaling approximately $23.1
miflion. The estimated accrued costs are [imited 10 Ingliana Gas’ share of the remediation efforts. Indiana Gas has arrangements in place Gor 19 of the 26 sites with ather potentially
responsible parties (FRP), which limir Indiana Gas™ cobts at these 19 sites 1o between 20 percent snd 30 percent. With respect 10 insurante coverage, Indiana Qas hs received
approximately $20.3 million from all known insurance cartiers under insurance policies in effect when these plants were in operation.

In October 2002, SIGECO received a formal information request letter from the IDEM regarding five manufactured gas plants that it owned and/or operated and were not enrolled in the
IDEM’s VRP. Tn October 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 thase four sites into the renewal of the global Voluntary Remediation Agreement that Indiana Gas has in place with IDEM for it
manufactured gas plant sites. Thot renewal was approved by the IDEM in February 2004. SIGECO was afso named in a fawsuit, involving another waste disposai site subject ta
potential environmental remediation efforts. With respect to that lawsuit, SIGECO settled with the plaintiff during 2010 mitigating any firure claims at this site, SIGECO has fileda
declaratery judgment action rpainst its insurance carriers sesking a judgment finding its carriers liable under the policies for coverage of further investigation and any necessary
remicdiation costs that SIGECO may accrue under the VRP program and/or related to the site subject to the recently settled lawsuit. In November the Court ruled on two motions for
summary judgment, finding for SUGECO and agamsticertain insurers on indemnification and dzfense ohligations in the palicies at issue.

SIGECQ has recorded cumulative costs that it reasogably expects 10 incur reluted to these environmental matlers, including the recent settiement discussed above, 1otaling
approximately $15.8 million. However, the total cogls that may be incurred in connection with addressing ail of these sites cannot be determined al this time. With respect to insurance
coverage, SIGECO has recorded approximately Sl4j mullion of expecied insurance recoveries from certain of its insurance carriers ynder insurance policies in effect when these sites
were in operation. While negotiations are ongoing with cerfain camriers, settlements ave been reached with some carriers and $8.2 mitlion in proceeds have betn received.

The costs the Company expects fo incur are estimatéd by menagement using assumptions based on actual costs incurred, the timing of expected fukure payments, and inflation factors,
among others. While the Company’s utilities have recerded all costs which they pressntly expect to incur in connection with activilies at these sites, it is possible that future evemts
may require some level of additional remedial activities which are not presently foreseen and those costs may not be subject to PRP or insurence recovery. As of December 31, 2010 and
2009, respectively, approximately £5.5 miliion ang S'E.S miltion of accrued, but not yet spemt, costs are incloded in Orker Liabilities related to both e Indiaca Gas and SIGECO sites,

|
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17, Rate & Regulatory Matters

Vectren South Electric Base Rate Filing .

On December 11,2009, Veetren South filed a reguest with the TURC to adjust its base eleciric rates. The tequested increase in base mates addresses capital investments, a modified
electric rate design that facilitates a parmership between Vectren South and customers to pursue enetgy efficiency and conservation, and new energy cfficiency programs to
complement those currently offered for natural gas customers. On July 30, 2010, Veetren South revised downward its increase requested throngh the filing of its rebuttal position to
approximaltely $34 million. The request addresses the roughly $325 million spent in infrastructure construction since its last base rate increase in August 2007 that was needed o
continue ta provide reliable service and updates to operating costs and revenues. The rate design proposed in the filing would break the link between swaall residential and commercial
customers’ consumption and the utility’s margin, thergby aligning the utiliry’s and customers’ interests in using less energy. The revised request assurmes an overall rae of return of
7.42 percent on raic base of approximatcly £1.3 billion and an allowed renm on equity (ROE) of 1.7 percent. The QUCC and SIGECO Industrial Group separately filed testimony in this
case, proposing an increase of approximately $1 1 million and 518 million, respectively. Furthermore, the imervening parties in the case took differing views on, among other matters, the
proposed rate design and the level and ptice of coal inventory. Hearings on all matters in the case were held in earty March and late Augus! 2010. An order is anticipated in the first
half of 2611,

Vectren South Blectric Fuel Adjustment Filings
As stated above, electric retail rates contain a fuel adjustment clause (FAC) that allows for periodic adjustment in energy charges to reflect changes in the cost of fuel and purchased
power. The FAC procedures invalve periadic filings and FIRC hearings 10 approve the recovery of Vectren South’s fuct and purchased power costs.

During 2010, as part of its FAC testimony, the OUCC requested the IURC require Yectren South to renegotiate its term coal contracts because they were priced higher than prevailing
Spot prices. This tequest was repeated by the OUCC fn Vectren South’s base rate proceeding referred to above, Vectren South purchases the majority of its coal from Veetren Fuels,
Ing, (2 nonuiility wholly owned subsidiary of the Coshpany) under coal contracts emtered into in 2008, Vectren South siates in its rate cese testimony that the prices in the coal
confracts were at or below the market at the time of contract execution and were subject te a bidding process that included third pariies. Further, thé Company has already engaged in
contract renegotiations to defer certain deliveries, and to eliminate some volumes in 201 &, with further price negatiation to occur in 2011 under the terms of the contracts. The TURC has
alzready found in a number of FAC proceedings since 2008, including in its most recent FAC order dated Navember 4, 2010, that the costs incurred under these coel contracts are
reasonable,

The OUCC also raised concerns regarding Veciren South’s generaling unit “must run” policy. [inder that policy, for vefiability reasons, Vectren Sauth instructs the MISO that certain
units must be dispatchicd regardless of current market conditions. The OUCC is reviewing dara related to Vectren South’s “musl run” policy.

The parties agreed to the crestion of an FAC sub dodket proceeding to address the specific issues noted above. An order establishing the sub docket was issued by the IURC on July
28, 2000, On November 30, 2010, in response to a jdint motion filed by the OUCC and Veetren South, the TURC issued an order dismissing this sub docket as these coal Contract issues
will be addressed in the pending Vectren Soulh Electric base rate case.

Yectren South Eleciric Demand Side Management Prosram Filing
On August 16, 2010, Vectren South Rled a peiition with the TURC, secking approval of ifs proposed Demand Side Management (DSM) Programs, recovery of the costs associated with

these programs, recovery of lost margins as a result of implementing these programs for large customers, and recavery of performance incentives linked with specific measurement
criteria on afl programs. The DSM Programs proposed are consistent with a December 9, 2009 order issued by the TURC, which, among other actions, defined fong-terin conservation
objectives and goals of DSM programs for all Indiaia electric utilitics under & consistent statewide approach. In order to meet these objectives, the IURC order divided the DSM
programs into Core and Core Plus programs. Core pfograms are joinl programs required to be offered by all Indiana electric mtilities to all customery, including lasge industrial
customers. Core Plus programs sre those programs not required specifically by the TURC, but defined by each utility to meet the overall energy savings targets defined by the [URC.

In its August filing, Vectran South proposed a threcryear DSM Plan that expands its current portfblio of Cove and Core Plus DSM Programs in order to meet the energy savings goals
established by the IURC. VYeciren South requested recovery of these program costs under a current tracking mechanism. 1n addition, Vectren South proposed a performance incentive
mechanism {hat is contingent upon the success of edeh of the DSM Programs in reducing energy usage to the levels defined by the TURC. This parformance incentive would also be
recovered in the snme tracking mechanism, Finally, the Company proposed lost margin recovery associated with the implementation of DSM programs for large customers, and cited 13
decoupling proposal applicable to residential and gdneral service customers in the pending electric base rate case. On January 20, 2011, the OUCC and Veetren South filed a settlerment
with the IURC reflecting agreement on the Company's programs ard lost margin recovery from large customers. A hearing wili be held on March 8, 2011 involving all pasties to this
proceeding. i
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VEDO Gas Base Rate Qrder Received

On Jenuary 7, 2009, the PUCQ issued an order approvmg the stipulation rzached in the VEDIO rate case. The order provides for a 1ate increase of nemly $14.8 million, an overall rate of
return of 8.89 percent on ratc base of about $235 million; an opportunity to recover costs of 2 program to aceelerate replacement of cast iron and bare steel pipes, as well as certain
service risers; and base rate recovery of an additionjl $2.9 million in conservation program spending.

The order also adjusted the rate design used to collect the agreed-upon revente from VEDQ's customers. The order allows for the phased movement toward a straight fixed variable rate
design for tesidential customers which places all of the fixed cost recovery in the customer service charge. A straight fixed variable design mihgates most weather risk a5 well as the
effeets of declining usage, similar to the Company’s decoupling mechanism, which expired when this new rate design went into effsct on February 22, 2009, In 2008, annual resulis
include approximalely $4.3 million of revenue fromithe decoupling mechanizm that did not continue onee this base rate inerease went into effect. Since the straight fixed variable rate
design was fully implemented tn February 2010, nedrly 90 percent of the combined residential and commercial base rate marging were recovered ihrough the cuslomer service

charge, The OCC appealed this rate order to the Ohio Supreme Court, which had affirmed PUCO orders authorizing straight fined verable rate design in two other cases, On December
23, 2010, the Ohic Supreme Court affirmed the PUC order authorizing straight fixed variable mte design in VEIDO s case.

With this rate order, the Company has in place for ni; Ohio gas territory rates that allow for a straight fixed variable rate design that mitigates both weather risk and losi margin for
residential customers; tracking of uncollectibls accounts and percent of income payment plan (PIPP) expenses; base rate recovery of pipeline integrity management expense; timely

recovery of costs assotiated with the accelerated replacement of bare steel and cdst iton pipes, as well as certain service tisers; and expanded canservation programs now lataling up to
$5 million in annual expendiures,

VEDO Continues the Process to Exit the Merchant Runction
On August 20, 2008, the PUCO approved the resulty of an auction sclecting qualified wholesale suppliers to provide the gas commodity to the Company for resale lo its custamers at

auction-detarmined standard pricing. This smnﬂarud“rncmg was comprised of the monthly NYMEX settlement price plus a fixed adder. This standard pricing, which was effective from -
October 1, 2008 through March 31, 2010, was the inifial step in exiling the merchant function in the Company’s Ohio service lerritory. The approach eliminated the noed For monthly gas

cost recovery (GCR} filings and prospective PUCQ GCR audits. In October 2008, VEDO's entire natural gas inventory was transferred (o the auction’s winning wholesale suppliers,
rasulting in proceeds to VEDO of appraximately 3107 million.

The szcond phuse of the exit process began on Aprilil, 2010. During this phase, the Company no longer sells natural gas directly to customers. Rather, state-certified Competitive
Retail Natural Gas Suppliers, that were successfil bidders in a similar regulatory-approved auction, seil the gas commedity 1o specific customens fof & 12 month period st auction-
determined standard pricing. The first auction was donducted on January 12, 2010, and the auction resulis were approved by the PUCO on Jaavary, 13, 2010. The plaa approved by the
PUCO required that the Company conduct at least two annual auctions during this phase. As such, the Company conducted anotber auction on Janusry 18, 2011 in edvance of the
secend 12-month term which commences on April 1, LZO] 1. The results of that auction were approved by the PUCO op Januaty 15, 2011, Consistentwith current practice, customers will

continue to recetve a single bill for the commodity as|well as the delivery component of namiral gas service from VEDO. Vectren Source, the Company’s wholly owned nonutility retail

pas marketer, was a successful bidder in beth auctions.

The PUCO provided for an Exit Transition Cost ridet, which allows the Company to recover costs associated with the ransition process. Bxiting the merchaat function should not have

a material impact on eamings or financial condition. {1, however, has and will continue to reduce Gas wiility revenues and have an equal and oﬂ"semng impact to Cosi af gas sold as
VEDQ no longer purchases gas for resale to these cubtomers.

94

176



Table of Contents

Vectren North Gas Base Rate Order Received

On February 13, 2008, the Company received an order from the I[URC which approved the settlemaent agreement reached in its Viectren Nogth gas mie case. The order provided for a base
rate increase of $16.3 million and a retarn on equity {ROE) of 10.2 percent, with an overall rate of retwrn of 7.8 percent on rate base of approximately $793 million. The order also provided
Tor the recovery of $10.6 million of costs through separate cost recovery mechanisms rather than base rales.

Further, additional expenditures for a multi-year bare steel and cast iron capital replarement program will be afforded certain accounting treatment that mitigates earnings attrition from
tha investment between rate cases. The accounting treatment allows for the continuation of the accrual for AFUDC and the deferral of depreciation expense after the projects go in
service but before they arg 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
from the inservice date for each specific project.

With this erder, the Company hus in place for its Notth gas territory weather normalization, a conservation and decoupling mechanism, recavery of gas cost expense telated 10
uncellectible accounts expense based on historical ekperience and tracking of unaccounted for gas easts through the existing GCA mechanism, and tracking of pipeline integrity
management expense. '

MISO Transactions

The Company is a member of the MISQ, a FERC approved regional transrission organization. When the Company is a net seller of its generation, such net revenues, which totaled
£24.9 million, $20.8 million, and $57.6 million for the irvelve months ended December 31, 2010, 2009, and 2008, respectively, are included in Electric utility revenues. When the Company
is a net purchaser such net purchiases, which totaied $46.1 million, $32.4 million, and $16.6 million for the twelve months ended December 31, 2010, 2009, and 2008, respectively, are
included in Cast of firel & purchased power. Net positions are determined on an hourly basis.

The Company also receives iransmission revenue from the MISO which is included in Electrie wrility revennes and totaled $18.8 million, $14.5 million, and $9.3 million for ihe twelve
months ended December 31, 2010, 2009, and 2008, r¢spectively. These revenues result firom other MISO members’ use of the Company’s transmission system as well as the recovery of
the Company's investment in certain new electric trapsmission profects meeting MISO's transmission expansion plan criteria.

18. Fair Valne Measurements

The carrying values and estimated fair values of the Company's other financial instruments follow:

At December 31,
. 2010 2009
(In miftions) Carrying Amaunt Est. Fair Value Carrying Amount Esi. Fair Value
Tong-ferm debr ‘ 3 1158 8 17673 % 16598 § 1.720.1
Short-term borrowings & notes payable 1183 1183 2135 2135
Cash & cash equivalents : 104 104 119 1.9

For the balance sheet dates presented in these financial stalements, the Company had 1o material assets or liabilities recorded at fair value cutstanding, and no material assets or
liabilities valued using Level 3 inputs,

Certain methods and assumptions must be used to es{imate the fair value of financial instruments. The fair value of the Company's long-term debt was esiimated based on the quoted
market prices for the same or similar issues or on the current rates offered fo the Company for instruments with similar characteristics. Because of the maturity dates and variable
interest rates of short-term borrowings and cash & cash equivalents, those carrying amounts approximate fair value. Becanse of the inherent difficuliy of estimating interest rate and
ather market ricks, the methods uscd to estimate fair value may not elways be indicative of actual realizable vetue, and different methodologies could produce different it value
estimales at the reporting date.
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Under current regulatory treatment, call premiums on reacquisition of long-term debt are generzlly 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 3 material effect on the Company's results of operations,

Because of the customized nauure of notes receivabld investments and lack of a readily available market, it is not practical to estimate the fair value of theso financial instruments at
specific dates withont considerable effort and cost, At December 3t, 2010 and 2009, the fair value for these financiat instruments was not estimated. The carrying valug of notes
receivable, inclusive of any accrued interest and net of impainment reserves, was approximately $10.9 million and $16.7 million December 31, 2010 ang 20409,

19. Segment Repaorting
The Company segregates its operations into three gﬂ*upsz 1) Utility Group, 2y Nonutility Group, and 3) Corporate and Other.

The Utility Group is comprised of Veciren Utility Holdings, Inc.’s operations, which consist of the Company's regulated operations and other eperations that provide information
technology and other support services to those regulaled operations. The Company segregates its regulated operations between a Gas Utility Services operating segment and an
Electric Utility Services operating scgment. The Gab Ulility Services segment pravides nsturs] gas distribution and wranspormtion services to nearly two-thirds of Indiana and to wes!
central Ohio. The Electric Utility Services segment provides electric distribution services primarily to southwestem Indiana, and includss the Commprany’s power generating and
wholesale power eperations. Regulated opetations supply natural gas and /or electricity to over one million customers. In total, the Utility Group is comprised of three aperating
segments: Gas Utility Services, Electric Utility Services, end Other Shared Service operations. '

Consistent with a reporting structure implemented ddring 201¢, the Nonutility Group is comprised of five operating segments. Prior segment disclosures reported the }.i!:nmiliry Group
as a single operating segment, and for comparison plirposes those priar periads are conformed to the current year presentation. The operating segments of the Nosutility Group are
[nfrastructure Services, Encrgy Services, Coal Mining, Energy Marketing, and Other Businesses.

Corporate and Other includes unallacated corporate Expenses such as advertising and charitable contribulions, among other ectivilies, that benefit the Company's other operating
segments.

Net income is the measure of profitability used by management for all operations.

Information related ta the Companys business scgm:tnts is summarized below:
) Year Ended December 31,
fin millions) . 2010 2008 2008

Revenues
Lhility Group
" Gas Utility Services SRR
Eleetric Utility Serviees
Other Operations : }
Eliminations
Totat Utility Group IR
Nonurility Group
Infrastructure Services Cs
Energy Services
 Coat Mining T E
Energy Marketing
" Dther Businesses R

Total Nonudlity Group
.Eliminarians A
Consolidated Revenues
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Year Ended December 31,
{Tn millions) ' 2010 2009 2008
Prafitability Measures - Net Income
Utility Group MNet Income :
Gas Utility Services PRGN SR
Electric Utility Services
Other Operations Cioe bl
Total Utility Group Net Income
Nonutility Group Net Income e
Infrastructure Services
Energy Services o
(Coal Mining
Energy Marketing |
Other Businesscs :
Tota} Noautility Group Net Ingome - _ | -~~~ -
Corporate & Other Net Loss
Consolidated Net Income S

Armounts Inelnded in Profitability Measures © . i :
Depreciation & Amortization

Utility Group R
Gas Utility Services ‘
Electric Utility Services TRt
Other Dperatigns :

Tatal Utility Group L

Nonutility Group ‘
Infrastructure Services o
Energy Services ;
Coal Mining S
Energy Marketing
Other Businesses ) {

Total Nonutility Group :
Consolidated Depreciation & Amortization . | .
]ntcrest_ﬁipense
Utility Group o
Gas Utility Services i
Eleciric Utility Services .
Other Operations ‘
Total Utillty Groap S
Nonutility Group .
Infrastructure Sarvices s f
Energy Services '
Coal Mining S
Energy Marketing
Other Businesses ‘ SR T
Tatal Nonutility Group
Carporate & Other s R A T S e N I
Consolidated Interest Expense i ¥

97-

| 179



Table of Conients

Year Ended December 31, _
fin mitlions) . 2010 2009 2008
Income Taxes ’ "
Utility Group
Gas Usility Services T ] o
Electric Utility Services
Other Operations I TR R R T
Total Utility Gronp :
- Nonuiility Group o
Infrastructure Services
Brergy Services R
Coal Mining )
Energy Marketing S
QOther Businesses )
Total Nonutility Group |
Corporate & Other
Censolidated Income Taxes e L

Capital Exgenditures R
Utility Group :
Gas Utitity Services o | .
Electric Utility Services
Other Operations R
Non-cash costs & changes in accroals )
. Total Ulility Group I 1
Nonutility Group
<. Infrastructure Services I R
Energy Services :
.. Coal Mining S
Energy Marketing
. Other Businesses, net of climifations ;- |
Total Nonulility Group ,
Conselidsted Capiisl Expenditures |

(st millinns)
Assels
THility Group .
Gas Utility Services SRR &
Eleetric Utility Services .
Other Operations, net of eliminations ... |
Total Utility Group i
" Nomulility Group o
Infrastrmcture Services
Energy Services S
Coal Mining .
Energy Marketing ) I
Oiher Businesses .
Eliminations R
Tolal Nonutility Group
Corporate & Other o
Eliminations
Cousolidated Asseis B R S
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20, Additional Balance Sheet & Operational knformation,

Inventories consist of the following:

- At December 3,
{In millions) ! 010
Gas in storage — 2t average cost S :
Gas in storage — at LIFO cost :
Total Gas in storage R -
Materials & supplies :

Coal & Oil for electric generation - at average cost i
Nonutility Ceal - at LIFO cost

Other N N
Total inventories .

1678

Bascd on the average cost of gas purchased and coal prodeced during December, the cost of replacing invenlories carried a1 LIFO cost exceeded thai carvying value ot December 31,

2010, and 2009, by approximately $16 million and 521 million, respectively.

Prepayments & other current ussets in the Consolidated Balance $heets consist of the following:

{In millions)

Prepand gas defivery service CE
Deferred income taxes C

Prepaid taxes B N
Other prepayments & current assets i

Total prepayments & other curventassels . | .

Iavesiments in unconsolidated affiliates consist of the following:

At December 31,

{in mitlions)

2010

Froliance Holdings, LLC !
Haddingten Energy Partnerskips |

- Other non-uility partnerships & corporations |- -
Other utility investments .

Total invesiments in unconsolidated affiliales{-

Other utility & corporate {nvestments in the C onsoﬁda!ed Balance Sheets consist of the following:

{In millians) .

Cash survender value of life insurance policies 1
Municipal bond .

Restricied cash [ 1 -
Other investments )
Other utilify & corperate vestments . . | . © -
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Goodwill by operating segment follows: At Decemmber 31
1 ril,
{In millions) 2010 2009
Unility Group
Gas Utitity Services . R S
Honutility Group :
Inifrastructure Services o
Energy Services |
Consolldated goodwill A

Acerued liabilities in the Consolidated Balance Sheers comsist of the following:

(in millions) i

Refunds to customers & customer deposits L L T T T T ek ar
Accrued taxes

Accrued interest : A .

Acermed relirement & defermd compensallon bcnc

Accrued salaries & other T T N R
Total accrued liabilidics '

Asset retirement obligations included in the Comol:i'dared Balance Sheets rotl forward as follows:

{in milfions) .
Asset retirement obligation, January | I
Acerelion
Tncreases {decreases) in estimates, net afcul: payments . o 0 el
Assef refirement obligation, Deeember 31
Accrued liahilliies i
Deffered credits & other liahilities .

Equity in earnings (fosses) of unconselidated offiliates consists of the following:

) Year Ended December 31
(Ia millions) 2010 2009 . 2008’
FroLiance Holdings, LLC e TR D o RN TSRV ARRITY Y. DO 3 p s
Haddington Enecgy Partners, LP
Other: = e _-.u. S TV R U IS (L SN e SN F g Kok hE I BiiR
Total equity in earnings (losses) nl‘uncunsnlldn ed affiliates § 86) § 34 5 374
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Other — net in the Consolidated Statements of Income consists of the following:

Year Ended December 31,
fin miltions) T o010 306 T
AFUDC - horrowed funds : S T = — T ; s
AFUDC - equity funds :

Nonitility plant capitalized interest Lok

Interest income, net .

Other nonutility investment impairment charges” - |

Cash surrender value of life insurance policies

Al athet income : -
Total other — net

Supplemantal Cash Flow Information:

Year Ended December 31,
(In millions) . 2010 2009 2008
Cash paid for: ‘
Fnzerest ’ IR AL ERININERN 11" £ S SRR TR . NO5 E i
Income taxes 8.1 {12.2) (3.5

As of December 31, 2010 and 2009, the Company has sceruals related to utility and nonutility plant purchases totaling approximately $13.9 miltion and $12.4 million, respectively.

21. Impact of Recently Issued Accounting Gridance

Variable Interest Entilies :
In June 2009, the FASB issued new accounting guidgnce regarding variable intesest entitics {VIE’s), This new guidance is effective for annual reporting periods beginning after
Novermber 15, 2009. This guidance requires a qualitative analysis of which holder of & variable interest controls the VIE and if that interest holder must consolidate a VIE. Additionally,

it requires additional disclosures and an ongoing reassessment of who must consolidate a VIE. The Company adopted this guidance an January 1, 2010, The adoption did not have any
impact on the consolidaicd financial stalements.

Fair_Value Measurements & Disclosures )

In January 2010, the FASB issued new accounting ghidance on improving disclosures about fair market value, This guidance amends prior disclosbre requirements involving fair value
measurements to edd ncw requirements for disclosures about transfars into and out of Levels 1 and 2 and separate disclosures about purchages, sales, issuances, and setilements
relating to Level 3 measurements. The guidance alsd clarifies existing fair value diselosures in regard to the level of disaggregation and about inputs and valuation techniques used to
measure fair value. The guidance also amends priot disclosure requirements regarding posiretirement benelit plan assets to require that disclasures be provided by classes of assets
instead of major categories of assets, This guidame'ks effective for the first reporting period beginning afier December 15, 2009. The Company adopted this gnidanes for its 2010
reporting. Due 1o the low leve! of items caried at faif vaiue in the Company's financial statements, the adoption has not had any material impact,
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12. Quarterly Financial Data (Unaudited)

Information in any one quarterly period is not indicative of anntal results due to the seasonal variations commean to the Company’s utility operations. Summerized quarierly financial

data for 2010 and 2009 follows:

(i imillions, except per share amornts)

2

5]

2010
Operating rcvenues
Operating income
Net income
Earnmgs per sharz:
Basie
Dilwed

2009 .
Operating revenues
:Operafing income
Net income
Eamings per share:
Basic
- Dikited
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

MNone.

ITEM 2A. CONTROLS AND PROCEDURES ‘

Changes in Inteyna] Controls over Financial Reporting

During the quarter ended Decernber 31, 2010, there h#ve been no changes to the Company’s intemal controls over financial reporting that have matenally affecied, or arg reasonsbly
likely to materially affect, the Company's internal cun&ol over financial reporting.

Cﬁnclgion Regarding the Effectiveness of Disclosure Controls and Protedurey

As of December 31, 2010, 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 thae the Company's disclosure controls and procedures are effective as of December 31, 2010, to ensure that information required o be disclosed in reports filed or
submitted under the Exchange Act is:
1} recorded, processed, summarized and reportéd within the time periods specified in the SEC’s rules and forms, and )
2)accumulated and communicated to managemient, including the Chicf Executive Officer and Chief Financizl Officer, as appropriate to ellow timely decisions reganding required
disclosure.

Management’s Report on Inigraal Control ever Fingacial Reporting

Vectren Corporation’s management is responsible forl establishing and maintaining adequate internal cantrol over financial reporting. Under the supervision and with the participation
of management, including the Chief Executive Officei and Chizf Financial Officer, the Company conducted an evaluation of the effectiveness of ils intemal control over financial
reporting based on the framework in Jnvternn! Controf - Integrated Framework issucd by the Committes of Sponsoring Organizations of the Treadway Commission. Based on that
evaluation under the framework in Iniernal Contral 4 .'megrared‘ Framework, the Company concluded that its interna! control over financial reporting was effective as of December 31,
2010.

The effectiveness of interna! control over financial reporting as of December 31, 2010, has keen audited by Deloitte & Touche LLP, an independent registered public accounting firm, as
stated in their report which is included in [tem 8 of this annnal report,

ITEM 9B, OTHER INFORMATION

None,
PARTIT1

ITEM 10, MRECTORS, EXECUTIVE OFFICERS M\m CORPORATE GOVERNANCE
The information required by Part 11, Item: 10 of this Fhrm 10-K is incorparated by reference hevein, and made part of 1his Form 10-K, from the Company’s Proxy Statement for its 2031

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. The
Company's cxceutive officers are the same as those named executive officers detailed in the Proxy Statement.

Management Sucgession
Niel C. Ellerbrock, chairman and CEQ of the Campmg. retired May 31, 2010, as the Compauy’s CEQ. Ellerbrook will continue to serve in the role of non-executive ehairman for the

Company through May of 2011. As pant of the Company's succession planming process, the board of directors chose Carl L. Chapman, Vectren's president and chiel operating officer,
to replace Ellerbrogk as the next CEQ. Chapman wad elected 10 the board of direclors in May 2009 and has served as an officer of the Company for more than 20 years,
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Corporate Code of Conduct

The Company’s Corporate Governance Guidelines, iﬂs charters far each of its Audil, Compensation ard Benefits and Nominating and Corporate Governance Committees, and iis
Corporate Code of Conduct that covers the Company’s directors, officers and cmployees are available in the Corporate Governance section of the Company's website,
www.vecirencont, The Corporate Code of Conduct {titled “Corp Code of Conduct™) contains specific codes of ethics pesteining to the CEO and setior financial officers and the Board
of Directors in Exhibiuts D and E, respectively. A will be mailed upon request to Investor Relations, Attention: Steve Schein, One Veclren Square, Evansville, Indiana 47708. The
Cormpany intends 1o disclose any amendments to theCorporate Code of Conduct or waivers of the Corporate Code of Conduct on behalf of the Company’s directors or officers
including, but not limited to, the principal executive gfficer, principal financial officer, principal accounting officer and persons performing similar funetions on the Company’s website at
the internet address set forth above prompily following the date of such amendment or waiver and such information will alse be available by mail upon request to the address listed
above.

ITEM 11. EXECUTIVE COMPENSATION

Information required by Part 11T, Trem £ 1 of this Form iO-K is incorporated by reference herein, and made part of this Form 10-K, from the Company's Proxy Statement for its 2011 Anual
Meeting of Stockholders, which will be filed with lhe[ Securities and Exchanpe Commission pursuant to Regulation 144, within [20 days after the end of the fiscal year.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN kENE FICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS
Except with respect to equity compensation plan infofmation of the Registrant, which is included herein, the information required by Part IT1, ltem 12 of this Form 10-K is incorporated by

reference herein, and made part of this Form 10-K, from the Compary's Proxy Statement for its 201t Annual Meeting of Stockholders, which will be filed with the Securitics and Exchange
Commission pursuant to Regulation 14A, within 120/days after the end of the fiscal year.

Shares Issuzble usder Share-Based Compensation Plaus
As of December 31, 2010, the following shares were iuthorized to be issued under share-based compensation plans:

A B C

Number of securitics remaining
Humber of securities 1o Weighted average available for future issuance
be issued upon exercise exercise price of under equity compensation
of guistanding options, outstanding options, plans (excluding securities
Flan caiegory ) warrants and rights warrants and rights reflected in eolumn (2))

Equity compensation plans approved by

" security holders - Lo TR e el o G RieN s
Equity compensation plans not approved
by security holders I T T T e

Total ‘ SoEe 5 4.5 ‘ T302674

() Under the Vectren At-Risk Compensation Plan, the Company may buy shares on the apen market during periods when there are no restrictions on insider transactions ta fulfill
these obligations. ‘

) On February 14, 2611, 219,700 restricted units were approved to be issued to management by the Compensation and Benefits Committee of the Board of Directors. In addition, on
February 14, 2011, participants forfeited 95,182 shares related to awards measnred during the three year performance period ending December 31, 2010. The issuance and forfeiture
of the shares on February 14, 2011 are not included in the above table.

The At-Risk Compensation plan was approved by Veciren Corporation commeon shareholders after the merger forming Vectren and was reappruved at the 2006 annual meeting of
shareholders, ;
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Tabls of Conteats
ITEM 13, CERTAIN RELATIONSHIPS AND RELAT*D TRANSACTIONS AND DIRECTOR INDEPENDENCE

Information required by Part 11, Iterp 13 of this Form li}‘*K is incorporated by reference hercin, and made past of this Form 10-K, from the Company's Prozy Statement for its 2011 Annual
Meeting of Stockholders, which will be filed with the Securities and Bxchange Commission pursuant fo Regulation 14A, within 120 days after the end of the fiscal year.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES -

Information required by Part 111, ltem 14 of this Form 10-K is incorporated by reference herein, and made part of this Form 10-K, from the Company’s Proxy Statemen for its 201 Annwal
Meeting of Stockholders, which will be filed with the Securities and Exchange Commission pursuant to Regulation 14A, within 120 deys afier the end of the fiscal year.

FART IV

ITEM [5. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

List of Documenty Filed as Part of This Report
Consolidated Finapcial Stalements

The consolidated financial statements and related nokgs, together with the report of Deloitie & Touche LLP, appear in Part IT “hiem 8 Financial Statements and Supplementary Data™ of
this Form 10-K. ;
Supplemental Schedyles ‘

For the years ended December 31, 2010, 2009, and 20qs, the Company's Scheshle 11 - Vatuation and Qualifying Accounts Consolidated Financial Siatement Schedules is presented
hercin. The report of Deloitte & Touche LLP on the schedule may be found in Ttem 8. All other schedules are omitted as the required information i8 imapplicable or the information is
presented in the Consolidated Financial Staiements of related notes m liem 8.

3
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SCHEDULE I
Vectsen Corporation and Substdiaries
VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

Column A Column B Column C Colunm D Column E
i Additions
Balance at Charged Charged Deductions Balance al
: Beginning 10 to Other from End of
Description : of Year Expenses Accounts Reserves, Net Yeor

{In imillions) j
VALUATION AND QUALIFYING ACCOUNTS:
Year 2010 — Accumulated provision for

. wncollectible accounts T
Year 2009 — Accumulated provision for ;

uneollectible accounts o

Year 2008 — Accumulated provision for
: uncollectible accounts - S A

Year 2010 - Reserve for impaired S Z FREy
notes receivable
Year 2009 — Reserve for impaired IRV SR
notes receivable :
Year 2008 — Reserve for impaired o
notes receivahle :
OTHER RESERVES: RALIEI A
Year 2810 - Restructuring costs
Year 2009 - Restruerring casts R T
Year 2008 — Restructuring costs ‘ ’ ’

08
List of Exihibyits

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 slectronicalty with the SEC are listed below. Exhibits for the Company ere kisted in the Index ta Exhibits.
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Vectren Corporation
Form i0-K
Attached Exhibits

The following Exhibits are mecluded in this Annual R¢port on Form 10-K.

Exhibit
Number

311
i1z

32

Document '
Chief Executive Qfficer Cerh'ﬁcafqon Pursuant to Section 302 of the Sarbanes-Cxley Act of 2002,
Chief Financial Officer Certiﬁcati% Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

Certification Pursuant to Section 906 of the Sarbanes-Oxlcy Act of 2002,

The following Exhibits, as well as the Exhibits listed aibove, were filed electronically with the SEC with this filing.

Exhibit
Number

Document

L1

PN

List of Cempany’s Significant Subisidiaries
Consent of Tndependent Registered Public Accounting Firm

INDEX T EXHIBITS

3. Articles of Incorporation and By-Laws

1l

32

Amended and Restated Articles of Incolporahon of Vectren Corporation effective March 31, 2000. (Filed and designated in Current Rwotl on Form 5-K filed April 14, 2000, File

No. 1-15467, as Exhibit4.1)

Cnde of By-Laws of Vectren Corporation ag Most Recently Amended and Restated as of February 2, 2011, (Filed and designated in Cun'em Report on Form 8-K filed February
4,2011, File Na, 1-15467, as Exhibit 3.1.) |

4. Instruments Defining the Rights of Security Holders, Including Indentares

4.1

Mortgage and Deed of Trust dated as of Apiil 1, 1932 between Southern fndiana Gas and Electric Company and Bankers Trust Company, 38 Trustee, and Supplemental
Indenmres thereto dated August 31, 1936, Ottober 1, 1937, March 22, 1939, July 1, 1948, June 1, 1949, October 1, 1949, January 1, 1951, April 1, 1954, March 1, 1957, Ociober 1,
1965, September 1. 1966, August 1. 1968, May 1, 1970, August 1, 1971, April I, 1972, October 1, 1973, April 1, 1975, January 15, 1977, Aprl |, 1978, Jane 4, 1981, January 20, 1983,
November 1, 1983, March 1, 1984, June 1, 1984, November 1, 1984, July E, 1985, November 1, 1985, Junc 1, 1986, (Filed and designated in Registration No. 2-2536 as Exhibits B-1
and B-2; in Past-effective Amendment No.i { 10 Registration No. 2-62032 as Exhibit (b)}4)ii), in Registration No. 2-88923 as Exhibit 4(b)(2), in Form 8-K, File No. 1-3553, dated
Tune 1, 1984 as Exhibit (4), File No. 1-3553, dated March 24, 1986 as Exhibit 4-A, in Form 8-K, File No. 1-3553, dated June 3, 1986 as Bxhibit (4).) July 1, 1985 and November |,
1985 (Filed and designated in Form 10-K, for the fiscal year 1985, File No. 1-3553, as Exhibit4-A.} Movember 15, 1986 and January 15, 1987, (Filed 2nd desigaated in Fatm 10-K,
for the fiscal year 1986, File Wo. 1-3553, s Exhibit 4-A.) December 15, 1987, (Filed and designated in Form 10-K, for the fiscal year 1987, File No. 1-3553, as Exhiit 4-
A) December 13, 1990, (Filed and designated in Form 10-K, for the fiscal year 1990, File No. 1-3553, as Exhibit 4-A.) Aptil 1, 1993, (Filed and designated in Form 8-K, dated
Apsil 13, 1993, Fike No. 1-3553, as Exhibit'4.) June 1, 1993 (Filed and designated in Form 8-K, dated June 14, 1993, File Ne. 1-3553, bs Exhibit 4) May |, 1993. (Filed and
designated in Form 10-K, for the fiscal yeai' 1993, File No. 1-3553, 25 Exhibit 4(a).) July 1, 1999, (Filed and designated in Form 10, dated August 16, 1999, File No. 1-3553, as
Exhibit 4(a).) March 1, 2000. (Fited and designated in Form 10-K for the year ended December 31, 2001, File No. 1-15467, as Exhibit 4.1.) Angust 1, 2004, (Flledandchslgnated
in Formn 10-K for the year ended December 31, 2004, File No. 1-15467, as Exhibit 4.1.) Qctober 1, 2004. (Flled 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 designaled in Form 10-K for the year ended December 31, 2007, File No 1-15467, a8 Exhibit 4.1) March 1, 2006 (Filed and
designated in Form 10-K for the year December 31, 2007, File Mo 1-15467, as Exhibit 4.2} December 1, 2007 (Filed and desmmd in Form 18-K for the year ended
December 3t, 2007, File No 1-15467, as it 4.3) August 1, 2009 (Filed herewith, as Exhibit 4.1)
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4.2 Indenture dated February 1, 1991, berween Indiana Gas and 1).5. Bank Trust National Association {formerly know as First Trust National Association, which was formerly know
as Bank of America Hlinois, which was formesly know as Continental Bank, National Association. Inc.'s. (Filed and designated in Current Report on Form 2-K filed February 15,
1991, File Nu, 1-6494.); First Supplemental Indenture therelo dated ag of February 15, 1991. (Filed and designated in Current Report on Form 8-K fiked February 15, 1991, File No.
1-6494, ag Exhibit 4{b).); Second Supplememhl Indenture therete dated as of September 15, 1991, (Filed and designated in Current Report on Form 8K filed Scptember 25, 1991,
File No. 1-6494, as Exhibit 4(b).); Third supplemenial Indenture thersto dated as of September 15, 1991 (Filed and designated in Cureent Report on Form 8-K filed September 25,
1991, File No. 1-6494, as Exhibit 4(c).); Fourih Supplemental Indenture thereto dated as of December 2, 1992, (Filed and designated in Curvent Report on Form 8K filed
December 8, 1992, File No. 1-6494, as Exhibix 4(b).); Fifth Supplemental Indenture thereto dated as of Decerber 28, 2000, (Filed and desigaated in Cumrent Report on Form 8K
fited December 27, 2000, File No. 1-6494, as Exhibit 4.)

4.3 Indenture dated Oetober 19, 2001, among Vectren Utility Holdings, Ine., Indiana Ges Company, Inc., Southem Indiana Gas and Electric Company, Vectren Energy Delivery of
Ohio, Inc., and U.5. Bank Trust National Association, (Filed and designated in Form 8-K, dated October 1%, 2001, File No. 1-16739, as Exhibit 4.1); First Supplementa! Indenture,
dated Octoher 19, 2001, between Vectren Utility Holdings, Inc., Indiana Gas Company, Inc., Souther Indiana Gas and Electric Company, Vectren Energy Delivery of Ohio, Inc.,
and U.8. Bank Trust National Association. (Fifed and designated in Form 8K, dated Octobert 19, 2001, File No, [-16739, as Exinbit 4,2); Second Supplemental Indenture, among
Vectten Uhility loldings, Ing., Indiana Gas Company, Inc., Southern Indiana Gas and Electric Company, Vectren Energy Delivery of Ohio, Inc., and U.S, Bank Trust Nationat
Association. (Filed and designated in Form 8-, dated November 29, 2001, File Ne. 1-16739, as Exhibit 4.1); Third Supplemental Indenmre, rmaong Vectren Utility Holdings, Inc.,
Indiana Gas Company, [nc,, Southem Indidna Gas and Flectric Company, Vectren Encrgy Delivery of Ohio, Inc., and U.S. Bank Trust National Association. (Filed and
designated in Form B-K, dated July 24, 2003 File No. 1-16739, as Exhibsit 4_1); Fourth Supplemente! Indenture, aimong Vectren Ulility Holdigs, Inc., Indiana Gas Company, Inc.,
Southern Indiana Gas and Electric Company, Vectren Energy Delivery of Qhio, Inc., and U.S. Bank Trust National Association. (Filed and designafed in Form &K, dated
November 18, 2003, File No. 1-16739, as Exhibit 4.1), Form of Fifth Supplemental Indenture, among Vectren Utitity Holdings, Inc., Indiana Gas Company, Inc., Southern Indiana
Gas & Electric Company, Veciren Energy Delivery of Ohio, Inc., and U.S. Bank Trust National Association. (Filed and designated in Form 8-K, dated October 16, 2006, Fils Mo,
1-16735, as Exhibit 4.1). Sixth Supplemental Indenture, dated March 10, 2008, among Veciren Utility Holdings, Inc., Indians Gas Company, Inc., Sowthemn Indiana Gas and
Electric Company, Vectren Encrgy Delivery of Ohio, Inc., and U8, Bank National Association (Filed and designated in Form 8-K, daied Mazeh 10, 2008, File No. 1-16739, as
Exhibit4.1) ' o

4,

ok

Note purchase agreement, dated October 11, 2005, between Vectren Capital Corp. and cach of the purchasers named therein. (Filed designated in Form 10-K for the year ended
December 34, 2005, File No. 1-15467, as Exﬂlibir 4.4.) First Amendment, dated March 11, 2009, fo Note Purchase Agreement dated October 11, 2003, among Vectren Cosporation,
Veetren Capital, Corp- and each of the holdets named herein. {Filed and designated in Form 5K dated March 16, 2009 File Ho. 1-15467, 25 Exhibit 4.6)

4.5 Note Porchase Agreement, dated March 11,@2009, amang Vectren Corperation, Vectren Capitel, Corp. and each of the purchasers named therein. (Filed and designated in Form
8-K dated March 15, 2009 File No, 1-15467, ds Exhiit 4.5)

4.6 Note Purchase Agreement, dated April 7, 2009, among Vectren Utility Holdings, Inc., Indiana Gas Company, Inc., Southern Indiana Gas and Electric Company and Vectren
Energy Delivery of Ohio, Inc. and the purchhsers named therein., (Filed and designated in Form 8-K dated April 7, 2009 File No. 1-15467, as Fxhibit 4.5)

4.7 Note Purchase Agreement, dated Septembci; 9, 2010, among Vectren Capital, Corp. and the purchasers named therein. (Filed and designated in Form $-K dated September 10,
201 File No. 1-15467, as Exhibit 4.1) : -

10, Material Contracts ‘

10.1 Summary description of Southern Indiana Gas and Electric Company's nonqualified Supplemental Retirement Plan (Filed and designated in Form [0-K for the fiscal year 1942,
File No. 1-3553, as Exhibit 10-A-12.) 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.).

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

i0.3 Vectren Corporation At Risk Compensatioh Plan effective May 1, 2001, (as amended and restated as of May [, 2006). (Filed and designated in Veciren Corporation’s Froxy
Statcment dated March 15, 2006, File No. 1-15467, as Appendix H.)

104 Vectren Corporation Non-Qualified Defereed Compensation Plan, as amended and restated effective January 1, 2001, (Filed and designated in Form 10-K, for the year ended
Decernber 31,2001, Eile No. 1-15467, as Exhjbit 10.32)
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LG5 Vectren Corporation Nongualified Deferred Gompensation Plan, effective January 1, 2005, (Filed and designated in Form 8-K daled September 29, 2008, Fils No. [-15467, a8
Exhibit 10,3) : )

106 Vectren Corporation Unfunded Supplemental Retirement Plan for a Select Group of Management Employees (As Amendsd and Restated Effective January 1, 2005)4{Filed and
designated in Form 8-K dated December ¢ 7, 2008, File No. 1-15467, as Exhibiy 10.1.) ] . .

107 Veetren Corporation Nonqualified Defined Benefit Restoration Flan (As Amended and Restated Effective January 1, 2005). (Filed and designated in Form §-K dated December
17, 2008, File No. I-15467, as Exhibie 10.2) . . )

102 Vectren Comporalion Change in Control Agreement between Vectren Corparation and Niel C. Ellerbrook dated as of March 1, 2005, (Filed qd designated in. Form §-K dated
March 1, 2005, File No. 1-15467, as Exhibit 99.1.). Amendment Number One to the Vectren Corporation Change in Gontol Agresment, effective as of March 1, 2005 between
Vectren Comoration and Niel C. Fllerbrook (Hited and designated i Form $-K dated Semtember 29, 2008, File No. 1-15467, ag Exhibit 10.] ) ) ] .

109 Vectren Corporation Ar Risk Compenzation P'lan specimen restricied stock grant agreement for officers, effeciive January 1, 2006, (Filed and designated in Form 8-k, dated
February 27, 2006, File No. 1-15467, as Exhibit99.1.) . . .

1210 Vectren Corporation At Risk Compensation Plan specimen umit award agreemeni for efficers, ¢ffective January 1, 2010. (Filed and designated in Form 8-K, dated January 7,
2016, File No. 1-13467, us Exhibit 10.1) ) _ )

10.t1 Vectren Corporation At Risk Compensation Plan specimen unit award agreement for officers, effective January 1, 2009, (Filed and designated in Form 8-K., dated Febmary 17,
2009, File No. 1-15457, as Exhibit 10.1.) . . i

10.12 Vecrren Corporation At Risk Compensation [Plan specimen restrieted stock grant agreement for officers, effective January 1, 2008, (Filed and designated in Form 8-K, dated
Decemiber 28, 2007, File MNo. 1-15467, as Exiibit 99.1.) § . .

10,13 Vectren Corporation At Risk Compensation |Plan specimen restricted stock units agreemenl for officers, effective January 1, 2008, (Filed and designated in Form 8-, dated
December 28, 2007, File No. [-15467, as Exhibgt 99.2.} y . :

10.14 Vectren Corporation At Risk Compensation!Plan specimen Stock Option Grant Agreement for officers, effective Janvary 1, 2005, (Filed and designated in Form 8K, dated
January 1, 2008, File No. 1-15467, as Fxhibit 99.2.) , ! N

10.15 Vectren Comporation At Risk Compensation Plan stock unit award agreement for non-employes directors, effective May 1, 2009. (Filed and designation in Form 8-K, dated
February 20, 2009, File No. 1-15467, as Exhibit 10.1} .

10.16 Vectren Corposation specimen employmeni agreement dated February 1, 2005. (Filed and designated in Form 8-K, dated February 1, 2005, File No. 1-15467, a5 Exhibit
95.1) Amendment Number One to the Speg¢imen Vectren Corporation Employment Agreement between Vectren Corpnrntmn.md Executive Officers G:'llﬂd and designated in
Form $-K dated Septomber 29, 3008, File Nb. 1-15467, es Exhibit 10.2.) The specimen agreements and related amendments differ among named execuhw' o_ﬂiccrs only to the
extent scverance and change in control bengfits are provided in the amount of three times base salary and bonus for Messrs. Benkert, Chapman, and Christian and two 1imes
for Mr. Doty, . .

10,17 Coal Supply Agreement for Warrick 4 Gendrating Station betwesn Sputhern Indjana Gas and Electric Company and Vectren Fuels, Inc., effective January 1, 2009, (Filed and
designated in Form 8-K dated January 5, 2009, File No. 1-15467, as Exhibit 10.1.) . .

10,18 Coal Supply Agreement for F.B, Culley Gegerating Station between Southern Indiana Gas and Electric Company and Vectren Fuels, Inc,, effective January 1, 2009. (Fited and
designated in Form §-K dated January 5, 200, File No. 1-15467, as Exhibit 10.2)) . .

10,19 Coal Supply Agreement for A.B. Brown Geherating Stetion for 410,000 tons berween Southern Indiana Gas and Electric Company and Vectren Fuels, Inc., effective January 1,
2009. (Filed and designzted in Form 8-K dat}:d January 5, 2009, File Na. 1-15467, as Exhibit 10.3.) ) )

13.26 Coal Supply Agresment for A.B. Brown Geperating Station for | million tons between Southern Indiana Gas and Electric Company and Vectren Fuels. Ing., effective Jamary 1,
2009. (Filed and designated in Form 8K dated January 5, 2009, File No. 1-15467, as Exhibit 10.4.) .

H.21 Amendment zo F.B. Culley and A.B, Brown Coat Supply Agreements dated December 21, 2009. (Filed herewith gs exhibit 10.1) ) ] ]

10.22 Gas Sales and Fertfolio Adminiswation Agreement between Indiana Gas Company, Inc. and ProLisnce Bnergy. LLC, effective August 30, 2003, (Filed and designated in Form
10-K, for the year ended Decernber 31, 2003, File Ma. [-15467, as Exhibic 10.15.) ) . .

10.23 Gas Sales and Portfolio Administration Agteement between Southem Indiana Gas and Electric Company and ProLiance Energy, L1.C, effective September I, 2002. (Filed and
designated in Form 10-K, for the year ended 'December 31, 2003, File Na, 1-15467, as Exhibit 10.16.) . . ‘ .
13.24 Formation Agreement among Indiana Energy, Inc., Indiana Gas Company, Inc., 1GC Energy, Ine., Indiana Fnergy Services, Inc., Citizens Energy Group, Citizens Energy Services
Corporatinn and ProLiance Energy, LLC, cgective March 15, 1996. (Filed and designated in Form 10-Q for the quarterly period ended March 31, 1996, File No. 1-9091, as Exhibit
10-C ! s .

10.25 Revolving Credit Agreement (5 year facility), dated Movember 10, 2003, among Vectren Utility Holdings, Inc., and each of the financial institutions named therein. (Filed and
designated in Form 10-Q, for the period endpd September 30, 2009, File No. 1-15467, as Exhibit 10.24.) e . .

10.26 Revolving Credit Aprecment (5 year facility), dated November 10, 2005, among Vectren Capital Carp., and esch of the financial imstitutions named therein, (Filed and
designated in Form 10-Q, for the period endbd September 30, 2009, File No. {-15467, as Exhibit 10.23.) L . ) 4

1127 Revolving Credit Agreement (3 year facility), dated September 39, 2010, among Vectren Utility Holdings, Inc., and each of the financial institutions named therein. (Filed an
designated in Form §-K dated Qctober 5, 2000, File No. [-15467, as Exhibit 18.1) oL . .

10.28 Revolving Credit Agreement (3 year facility), dated September 30, 2010, smong Vectren Capital Corp., and cach of the financial institations named thetein. (Filed and
designated in Form B.K dated October 5, 2010, File No. 1-15467, as Exhibit 10.2)
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10.29 Niet C. Ellerbrook Retirement Agreement, d:htd Februzary 3, 2010. (Filed and designaied in Form 8-K dated February 4, 2010 File No. 1- 15467, as Exhibit 99.2)

21. Subsidizries of the Company
the list of the Company's significanl subsidiaries is E*ltached hereto as Exhibit 21.1. (Filed herewith.)

23. Consents of Experts and Counsel \
The consents of Deloitte & Touche LLP arc aﬂachecr hereto as Exhibit 23.1. (Filed herewith.)

Chief Executive Officer Cedification Pursuant to Segtion 302 of the Sarbanes-Oxley Act OF 2002 is attached herero as Exhibit 31.1 (Filed herewith.}

31. Centification Pursuant To Section 302 of the S! rbanes-Oxley Aet of 2002
Chief Financizl Officer Certification Pursnant to Sel

ion 302 of the Sarbanes-Oxley Act OF 2002 is attached hereto as Exhibit 31.2 (Filed herewith.)

32, Certification Pursuani to Scction 906 of 1he Sntsbanes-()lley Act of 2002
Centification Pursuznt To Section 906 of the Sarbangs-Oxley Act Of 2002 is atiached hereto as Exhibit 32 (Filed herewith,)
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SIGNATURES

Pursuant to 1he requirements of Scction 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 authorized.

Dated February 17,3011

VECTREN CORPORATION

fs/ Cari L. Chapman
Carl L. Chapman,
President, Chief Executive Officer, and Director

Pursuant te the requirements of the Secunties and E:dlchauge Act of 1934, this report has been signed below by the following persons on bahatf of the Registrant and in capacitics and

on the dates indicated.

Signature

/s Carl L. Chapman

Carl L. Chapman

/s Jerome A. Benkert_ Jr.

Jerome A. Benkert, Jr.

/s/ M. Susan Hardwick

M. Susan Hardwick

Jsf Niel C. Ellerbrook

Niel C. Ellerbraok

/5! James H. DeGraffenreidt

Tames H. DeGraftenreit

/3¢ John D. Engel_brccht

John D. Engelbrecht

s/ Anton H. George

Anton H. George

/s Martin C. Jischke

Martin C. Jischke

President, Chief Executive Qfficer, and Director

" Executive Vice Presideni and Chief Financial

Title

{Principal Executive Officer)

" Officer
' (Principal Finaneial Officer)

. Vice President, Controller and Assistant Treasurer
(Principal Accounting Officer)

Chairman and Director

Director

. Director

" Director

Director

-111-

Date

FM 17,2011
FMaw 17, 2011
February 17, 2011
February {7, 2011
February 17, 201
February 17,2011
February 17,2011

February 17, 20k
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Tabie of Conrents ' :

fa/ Robert G. Jones  Director Pebruary 17, 2011
Robert G. Jones ‘

/sf Robest L, Koch 11 | Director Febmnary 17,2011
Robert L. koch IE

fsf Witliam G. Mays  Director February 17,2011

William G. Mays

/s! 1. Tineothy McGinley Director : February 17,2011
J. Timothy McGinley :

/5/ R, Daniel Badlier
R. Daniel Sadlier

Director Febroary 17, 2011

/3/ Michaal L. Smith i Dircetor February 17, 2011
Michael L. Smith :

/s/ Jean L. Wojtowiez . Director February 17, 2011
Jean L. Wojtowicz f .

{Back To Top} ‘
Section 2: EX-21.1 (EXHIBIT 21.1)

1

Exhibit 21.1

VECTREN CORPORATION

: Subsidiaries

4
Wholly Qwped Subsidiaries: !

: State of

: Incorperation’

Name of Entity | Jurisdiction Doing Business As
Vectren Ulity Holdings, Inc, i Indiana
Southern Indiana Gas and Electric Conmtpany X Indisna Vertren Energy Delivery of Indiama, Ine.
Indiana Gas Company, Inc. ' Indians, Ohio Vectren Energy Delivery of Indiana, Ine.
Vectren Encrgy Delivery of Ohio, Inc. . Dhio
Vectren Capital, Corp. . Indiana
Vectren Enterprises, Inc. . Indiana
Vectren Energy Services Holding, Ine, ' Indiana
Vectren Encrgy Marketing and Services, Inc, : Indiana
Vectren Energy Services Corparatian Indiana
Energy Systems Group, LLC ) Indigna
Veetren Encrgy Retail, Ine. : Indiana
Vectren Retail, LLC Indiana, Ohio Vectren Source
Vectren Utility Services, Ine. . {ndiana
Vectren Fuels, Ine. ) Indiana
Vectren Infrastructure Services Corporation ' Indiana
Miller Pipeling, LLC ' Indiana
Vectren Communications, Inc. . Indiana
Weactren Communications Services, Inc. Indizna
Vectren Financial Group, Inc. ' {ndiana
Sonthern Indiana Properties, Ine, ! Indiana
Energy Really, Inc. Indiana
Yectren Yentures, Inc. Indiana
Vectren Aero, LLC ! Indiana
[
Less than Whelly Owned Subsidiaries: |
State of
Incorporation/
Mame of Entity . Jurisdiction Doing Business As

ProLiance Holdings, LLC ) Indiana
Reliant Services, LLC . Indiana
Haddington Energy Partners, LP Deleware
Haddington Energy Partners II, LP ’ Delaware

(Back To Top} ;
Section 3: EX-23.1 (EXHIBIT 23.1)

| : Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLI¢ ACCOUNTING FIRM

We consent 10 the incorporation by reference in Regisifation Statement Nos. 333163828, 333-135429, 333118399, 333-81252, 333-13684, and 333-33608 oh Forms §-8 and in RggistratiTg 4
Statement Nos. 333-153381 and 333-140777 on Forms S33ASR of onr reports dated February 27, 2011, relating to the consolideted financial statements and consolidated financial



statement schedule of Vectren Corporation and subsﬂdi aries, and the effectiveness of Vectren Corporation and subsidiaries' internal control over finangial reporting, appesring in this
Anrual Report on Form 10-K of Vectren Corporation [for the year ended December 31, 2010

/s/ Deloitte & Touche LLP
Indianapelis, Indiana
February 17, 2011 )

{Back To Top)
Section 4: EX-31.1 (EXHIBIT 31.1)

Exhiblt 311

CERTIFICATION PURSUANT TO
SECTION 362 OF THE SARBANES-OXLEY ACT OF 2002

CHIEF EXECUTIVE OFFICER CERTIFICATION

1, Carl L. Chapman, certify that: i

i

. Lhave reviewed this Annnal Report on Form 10-K of Veetren Corporation;

2. Based on my knowledge, this report does nt comain any untrue statement of a material fact or omit 10 siate a material fact necessary to make the stalemenis made, in light of
the circumstances under which such statements were mede, 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 repon, fairly prasent in ail material respects the financial condition, results of
operations and cash flows of the registrant s of, and for, the periods presented in this report;

4. The registrant's other certifying officer 1 are responsible for establishing and maintaining disclosure controls and procedures (as deftned in Exchange Act Rules 13a-15(c)
and 15d-15¢e)) and internal controf over fi ncx’al reporting (es defined in Exchange Act Rules 132-15(f) and 15d-15(0)} for the registrant anid have:

(a) Desigred such disclesure controls anj proccdurcs, or caused such disclosure controls and procedures ta 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 these ¢ntities, particelarly during the period in which
this report is being p;epared

by Designed such internal conirol over 1nanc1al reporting, or caused such internal control over financiat reporting to be desxgrmd under our supervision, to provide
reasanable assurance regarding the relibility of financizl reporting and the preparation of financial statements for external purposes {n accordance with generally accepled
accounting principles;

(e) Evaluated the effectiveness of the regjstrant’s disclosure conirols and procedures and presented in this report aur conclusions ghout the effectiveness of the disclosure
controls and procedures, as of the end }of the period covered by this report based on such evaluarion; and
I
(d) Disclosed in this repert any change fn the registrant’s internal conwol over financial reporting that occurred during the registrant's most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the -fase of an annual report) that has materially affected, or is reasanably likely to materially affect, the registrant's intemal control over
financial reporting; and

v

. The registrant's other certilying officer and|| have disclosed, based pn our most receat cvaluation of internal control aver financial reporting, to the registrant's auditors and the
audit commiitee of the registrant's board uﬂdlrcctms (or personz performing the equivalent functions):

{a) All significant deficiencies and matentl weaknesses in the design or pperation of internal control over financial reporting which sre raasenably likely to adversely affect
the registrant’s ability to record, process, summarize and repott financial information; and

{b) Any fraud, whether or not materiai, th41 involves managemen or other employees who have a significant role in the registrant's intermal control over financiat reporting.
Date: February 17,2011
‘ Js! Cart L. Chapman

Carl L. Chapman
President and Chiel Execotive Officer

{Back To Top)
Section 5: EX-31.2 (EXHIBIT 31.2)

Exhibit 31.2

! CERTIFICATION FURSUANT TO
SECTION 302 OOF THE SARBANES-OXLEY ACT OF 2002

CHIEF FINANCIAL OFFICER CERTIFICATION

I, Jerome A, Benkert, Jr., certify that; ;

I. Ihave reviewed this Annual Report on For:?i 10-X of Vectren Corporation;

2. Based on my knowledge, this report does fot contain any untrue statement of a material fact or omit ko state a material fact necessary to make the staternents made, in light of
the circumstances under which such state ents were made, not misteading with respect to the period covered by this repott;

3. Based on my knowledge, the financia statﬁments and vther financial information included in this report, fairly present in all materia] respects the firancial condition, results of
aperations and cash flows of the reglstrant‘as of, and for, the periods presented in this report;

4, The registrant's other certifying officer and T are responsible for establishing and maintaining disclosure controls and procedures (ss defined in Exchange Act Rules 1%-955)
and 15d-15(2)) and internat control over ﬁnhncml reporiing (as defined in Exchange Act Rules 132-15(1) and 15d-15(f}) for the registrant and have:



{a} Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure l_hat .materia]
information relating to the registrant, including its consolidated subsidiarics, is made known fo us by others within those entities, particularly during the period in which

this repert is being prepared,

(b} Designed such inernal control overi financial reporting, or caused such internal control over financial reporting to be designed under our supervision, o provide
reasenable assurance regerding the rajiability of financial reporting and the preparation of financial statements for external purpeses in aceordance with generally accepted

accounting principles;

(¢) Evaluated the effectiveness of the refistrant's disclosure controls and procedures and presented in this report our conclugions ahout the effectiveness of the disclosure
controls and pracedures, us of the end of the period covered by this report based on such evatuation; and

(d) Disclosed in this report any changelin the registrant's internal control over financial reporfing that occurred during the registrant's most recent fiscal quarier (the
registrant's fourth fiscal quarter in the icase of an annual report) that has materiaily affected, or is reasonably likely to materially ffect, the registrant’s internal control over

financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal conlrol over financial reporting, to the registrant’s auditors and the
audit comminee of the registrant’s board of directors for persans performing the equivalent functions):

{a} All significant deficiencies and matetial weaknesses in the design or operation of internal control over finencial reporting which ate teasonably likely to adversely affect
the registrant’s ability to record, process, summarize and repon financial information; and

(b} Any fraud, whether or not material, that involves management or other employees wha have a significant role in the registrant's internal control over financial reporiing.

Date; February 17, 201

‘Back To Top)

Section 6: EX-32 (EXHIBIT 32)

s/ Jerome A, Benkert, Jr.

Jerome A. Benkert, Jr.

Executive Vice President and Chief Financial Officer

CERTIFICATION PURSUANT TQ
SECTION 906 OF THE SARBANES-OXLEY ACT OF 182

: CERTIFICATION
By signing below, each of the undersignad officers hicreby certifies pursuant o 18 U.S8.C. § 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, thal, to his

Exhibit 32

knowlcdge, (i) this Annual Report on Form 10-K fully complies with the requirements of Section 13(a) or 15(d) of the Sccuritics Exchange Act of 1934 and (i) the information contained in
this report fairly presents, in all material respects, the financial condition and results of aperations of Vectren Corporation.

Signed this 17th day of February, 2811

15/ Jerome A. Benkert, Jr.

fs/ Carl L. Chapman

TSignature of Authorized Officer) (Signature of Authorized Officer)
Jerome A. Benkert, Jr. Carl L. Chapman
(Typed Name) ' (Typed Name)

Executive Vice President and Chief Financial Officer

President and Chief Executive Officer

(Title) '

{Back To Top)

{Title}

196



|
‘ EXHIBIT C-3
FINANCIAL STATEMENTS

: PUBLIC VERSION -- REDACTED

{C30958:2 } : 197



VECTREN e Soncs

B0 Bakt 3032
Evansvili Jndiand 47780:3037

|
February 18, 2011 }l
|

To Whom t:May Concem;

| hereby centify that tha wittached: ﬂﬁanﬂal Slaloiments are file andcofiact ky lhg bast
of my knowledge. These financial stalernents dre uraudited and s sogk are
confidential. Vsmrerr Refall, LLG ls o 400% ownad subsidiary of Vesinsn

Corparation.

'.Sin@ie?eim

Tamara R. Wilsan |
President

Attachiment(s)

A Vectrér Compaliy” ‘ 198
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_ AMENDED AND RESTATED
FINANCIAL SERVICES AND SEC AGRE

This Amended and Reststed Financial Services amd Socurity Agreement (this
“Agrcement”). dated a= of March __, 2003, is mada by and berwen
{herein referred to as ™ ") and firms named herein (herein referred to as
‘hc-‘ Ii}- h

BEACKGROUND
is the linancing corporation for and ifs

nsun!lingmconﬂmtapmndefumnmlmmmﬂn o a
consolidated basis in odder 1o achieve long-term benefits for the and their cisfomers.

The ' are willing to provade with 2 scamity imterest in all of their
mspoctive asscls as an nducement for to condinge to provide financiz| seyvices o the
on a constlidated hasis, inchding the willingeess of 0 provide financing

under {he short-term bam:wmgs o the .

Accordingly, the partics have determined (o enter inko this Agreemnent for the continned
povision of financial sexvices by to the and for the proper atlocation of the:
cogts of providing such gervices,

| AGREEMENT
l. Sexvices. will provide, cither directly or thwough araagements wilh tiind
patties for the benefit of the , ¥ach financial yovices #s fo which and the
mazy from time to Lime agroe, inchuding but nat Hmited 10 those more fully described
helow. will pot provide such services to any entity ater than the . Nor shal)
’ underake shori-erm or Joag-iam borrowings for any purpose other than peovidiag
financial services (o the ' « 3 described herein.

- will pravide short-term Joans (“ST Losns™) and has provided loag-term loans

("L Loans,” and collectively with ST Loans, the “Loans™) to the . The ST Loans

shall be evidenced by promissocy notes issuad by the N . substantially in the

form aitached as Exhibil A-| where the locs not own reaf property and swbstastially

in the form attached as| Exhibit B-1 whee the docs own seal property (each a “ST

Promissory Noie™). The LT Loans shall be evidenced by peomissary notes insued by

the to . ,substantially in the form of Bxbibit A-2 where the gots_
not own real property and mhstaﬂuﬂy:ntlehnﬂucbdummme

does own real property ((cach a “LT_ Promissary Note," and collectively with the ST

- Promissory iNotes, the _Promisory Notes™). To the cxtent that say.

owns real property, payment of cach Pmmmyhhtenhbcmﬁby,

L -mwwmamwumwmmymmmmmm” o
_Esmu(mhl"_h!gl‘eegﬁ“)
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|
i

willpm+idccshmummmm to maximize use of the
cash resourees. At the effective date of the Agreement, cach £XCESs O
deficient cash balance will be swept to and consolidated at cach day with fhe cash
resaurces of the other Excess cash balances of a . swept lo wili
be used first to reduce any ST Loans of the to and the balance wifl be used te
mpayaﬂyamountsﬂ\cddmmdp;ywhuudumyLTlmoﬂbe @ . Any
amount remaining will be invested with IF excess funds of a ane invested
with . the ‘ will earn a rate of wicrest each day equal to weightzd
avcrage bomwmgmst\l'otlhatdlynr. if is 2 oet investar, the investment income earned
on thase funds by Upon the request of 2 shafl execute out or peore
promaissacy notes in l'avoroftbe mhammllymlhefnmmdmﬂw
mmeﬁgtwmnﬁwidmcdmm

2 Security_[oterest.  As secenify 6r dhe payment and performance of afl of the
obhgations of each . under the Promizsory Netes to which it is a paty, cach
hereby assigns, pledges and grants wo 2 conibwing security imberest in the
Collatecal (as hercinafier defined). mtymhﬂmmﬂllymmm
to cach unfit all obligations of such undcr i3 respeclive
Promussory Note have heen paid in fifl. For the pucposes ol this Agreernent, “Coliateral™ shailt
meag, with respect £ each . all ofthe _ pessonal property, both now owned
mmmammwmmmwmmmmmmmmm
assigned 10 them by the Indiana Uniform Commercial Cede a3 in cffest oa the date heseol):
mmuﬂmmmmwmmmm
equipment; fam products; fodures, gencral istaagibles; goods; instrwnents; inveolory,
“mlmy;kﬂﬁnﬁcwdtnﬂiqadmandm#lﬂofﬂemug Te
the extenl ihst any i owumdpmpmy and in sccordence with the laws of the Stato of
indiana, inchiding, blu. pot Limited to, Ind. Code §§ 3-i-5-1 and 26-1-9.1-3[1, the tom
“Collateral™ shafl alsa iclude alt of the property of hat described in the Mortgage o
which it is a party and sinaated in any county in the State of Indisas where the Mortgage is or
mrumiuummmmwmm

3. Fisancing The authorize to file foancing
mmmmngdncwamﬂuﬂuﬂpmmronh s containing
such lkegends as shall deern secessary ar desirable o profect fukerest in the
Caliateral. :

4 Costs The agres 10 pay o their sllocable shace of the costs

incarred by in pyoviding the services described in Paragraph 1, including but wot limiled
to bank scrvice charges and related debt Gacility fecs. Trausaction costs incusred by in
csmection with the Loans will be allocated sinong the . duriag each calandar quauter
in propottion 10 the aversge pancipsd amownt of Losns that each has owmstanding
during the quarter. Administrative coets, such as accounting fecs, will be allocated among the

N tn eqaal amaoonts. mmmmmummwmmm
T slunbcbnﬂcdaoﬂx: ' . sepacitely parsuant to the promizsory wolcs exceutod prrswant
o Pacagraph 8. L
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5. ents and . will prepare and deliver by email 1o e
q statements of the costs incwmed by and amownts payablc to

- Biving effect 1o all of the provisioms of this Agreement. The wiil bave the
nct amounts shown on their respective statements settled by debt principal increases recorded in
the [CMS Cash Management System on the first of each raath for the prior manth's activities.

8. inspecsion.  Upoa reasonable sotice, wil! make available i cack
for its inspection Sooks, recouds, bills, sccounts and any other docisments
that describe or support the costs aflocated to the under this Agrecmaent.

7. Obligations Not Joint. The obligations of the 1o - shall be
several and not joint. A . will not be respoasible to any osher or 3o
for any payment in excess of puymenis due by (he w ander this Agyesmest of
a prosissory note executed pursuant to Paragraph 3.

8. Notcs and Mortgages., The ST Loanx under this Agreement will be
evidenced by promissory noles substantially in the form attached hereto as Bxhibit A:-] and
Exhibt B-1. The LT Loans will be evidencrd by promissory aoies substantisily in
the form attached hereto as Exhitnt A-2 and Exhibit B-2. To the extent that any owmy
real praperty, that paymem of the Loams will be secured by, inter alia, 2 Renl Estate
Morigage and Security Agreoment, substantially in the form attached hereto a5 Exbibit C. Loans
by the of excess cash balances 1o pemuant to the cash mangement program
described in Parapraplt 1 will be evidenced by short-terms promissory notes substantially in the
form of Exhibit I» to this Agreement.

9. clasivity. This Agreement peobibits and restricts a from borewing
from third parties or obtaing iccs descaibed i this Agreement from thind parties, without
chp(ior“ﬁmmlty ' :

10.  Effectiveness. This Agrocnent shall be effective as of the date herzof.

i Frati A or may terminate jts participation in this
Agreement by giving five (5) deys prior written noticz of such termination o the other pasty.
Temnination of this Agreeneat will not affect: (a) 2 obligations to vmder
any promissory noles issued pursnant (o Paragraph 8; (b) auny party’s obligations with respect to
any amouits owing under Paragraphs 4 and 5; (c) the secerily interest gransed by any
to under Paragraph 2, () any mortgags given by any in favor af - wndor
Paragraph 8, oc (g) obligations to the undes any promissory note isswed
under Paragrsph 8.

12. ificitios. This Agroement may be amendad or modificd onfy by a writien

instrume signod by all parties at discretion.
13, Cownterans. This Agrocument may be cxocuted by the patics in one or More

__cqm_tg:rpa_m,ndm!‘ hich shall bo comsidared an original.

4. Goveyigg Law. This Agreement shall be govermed by and coostrued in

accordance with the laws of the State of Indiasa.
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and | mmmmummwmormwwm
of the parti¢a hereto, ﬂwtmandpmmmofﬂwﬁmd&rm wm

by and among and the (the “Financial Services Agreesont’™ shall
bewhwebymmmwmdmenmmmyhymmmm
of this Agreement. This Agrecment is not intended 1o and shall pot constitute a novation of the
Financial Services Agreement or the indebledness crested thereunder.

[signature pages immodiataly fllowing]
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IN WITNESS WHEREOF, the nd have cach eaused this Agrecment
i be sipned on its bd\allfby its duly autharized officers.

&'ITEST
Frint Name & Tilc: Robert L. Goocher
L etfy /gfr‘ﬂﬂt/‘ ) Vice Presidont and Treasuecr
Tﬂukg ‘
ATTEST: :
By. 41‘*‘"‘1‘@ By sl L. sacks
Prant Name & Title: : Robert L. Goocher
Vice President, Treasurce -
ATTEST: "
Pl'lill Wame & Tlth ‘My A
} P id
ATTEST: ‘ ) )
Pnnt Name & Title; | Randy L. Back
i Presidost
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ATTEST:
By: \
Print Name & Thic!
ATTEST.
By: ;
Pt Namo & Titde: Carl L. Chapran
f Presidens
ATTEST:
By: ; :
Print Name & Title:: Ced {.. Chopman
President
ATTERT: :
By: ij/{ S By Z ; i
Priret Name & Tile; ! #Cregory P. Collins
A!-fﬁt /E/C{mf President
yr e 3 Aneery
ATIESY: ‘
By: ' By:
Print Name & Title: Card L. Chapmsn
Presidont
ATTEST: .
By m A
Print Name & Tithe: | * . Cali. Chapman
- ) : m Ii‘_lu . . .
*1 oo _
R R - -
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EXHIBIT C-5

FORECASTED FINANCIAL STATEMENTS
Preparer of Forecasted Financial Statements
Tammy McDaniel
Manager, Finance and Accounting
Vectren Retail, LLC d/b/a Vectren Source
One Vectren Square
Evansville, IN 47708
(812) 491-4187 (phdone)
(812) 492-9275 (f:
tmcdaniel@vectren.com

PUBLIC VERSION -- REDACTED
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VECTREN RETAIL

FINANCIAL STATEMENTS
2011 Budget

income Stafement
Revenue

Natural Gas
Products & Services

Total Revenue : T

- Gost of Goods Sold
Natural Gas
Products & Services

W 4h

201
TOTAL

Total COGS

Gross Margin
Eleciricity
Natural Gas
Products & Services

w|er &

Total GM

Other Operating Costs ;
Regulatory Affairs and Commpdity Ops
. Business Ops ‘
Products & Services
Marketing
Finance
(5&A -

Total Operating Costs
MISC REVENUE

EBITDA
Depreciation & Amortization

HA Ao wlane

EBIT .
Interest Expanse

EBT
Taxes (Tax Benefit)

Net Income

ltalen wm|en A 5

2012
TOTAL

F L.
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Balance Sheet
ASSETS

Current Assefs
Cash
Accounts Receaivable
Inventories
Other Current Assets
Total Current Assets

Cther Assets
Total Other Assoets

Fixed Assets '
Property, Plant & Equ:pmeut
Accumulated Depreciation

Total Assets ‘

Total Assets

LIABILITIES
Current Liabilities
Accounts Payable
Short-term Debt
Accrued Liabilities 1
Other Liabilities/Accd Taxes
Total Current Liabilities

* Long-term Debt

Shareholder's Equity

- Additional Paid-in Capital
Accum Comp Income
Dividends
Retained Eamings ‘
Current Year Net Income (Lvss)

Total Equity

Total Liabilities & Equity
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Statement of h i

Cash Flows from Operatlngmntlvltias
Net Income $

&R

nts to reconclt ihcome
Depreciation
Accounts Receivable
Inventoties
QOther Assels
Accounts Payable
Accrued Liabilities
Other Liabilities

$

$

3

$

$

$

' $

Net Cash Flow from Operaﬁng Activilies  §

AlED €7 B £P LA B

~Cash Flow from Investing Ai;tlvltles

Purchase of Property, Plant & Equipment $
Net Cash Fiow from Investing Activities $

%

Cash Flows from Financing Actlivities
Net increase (decrease) on notes payable § _ L
Principal payment on long-term borrowings ,
Accum Comp Income
Proceeds from capital infusian from parent
Minority Interest

Net Cash Flow from Fmancmg Aciivities

f

3
$
Net Increase (Decrease) in Cash $

Beginning Cash Balance

m ¥ w

. Ending Cash Balance

—
W N
—_—
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EXHIBIT C-6

CREDIT RATING

Vectren Source does not have its own credit rating. Therefore a credit rating of Vectren
Corp. and a credit rating for Vectren Utility Holdings is attached hereto accompanied by
a letter of parental guaranty.
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CERTIFICATION OF
PARENTAL GUARANTY

f

The undersigned duly authorized officer of Vectren Corporation does
hereby reprcsenﬁr affirm, and certify that Vectren Corporation fully supports
the entry into tht% deregulated Ohio electric market of Veetren Retail, LLC, a
wholly owned s@xbsidiary, and that Vectren Corporation hereby coﬁnnits to
the Public Utiti:ties Commission of Ohio that it will assuré that Vectren
Retail, LLC has; sufficient capital and access to lines of credit to cover all
operating costs 4:}f Vectren Retail, LLC in the State of Ohio, as well as all
working capital Ineeds of Vectren Retail, LLC. This certification of parental
guaranty is mad;d; with the expectation that Vectren Retail, LLC’s cash flow
from its Ohio oﬁeratians may be negative for some period of time, 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 cerlification

process,
Vectren Corporation

By: &mz‘f, MMJ

Name: Robert Goocher

Title: Treasurer and V.P. of Investor Relations

Date: Faefire carye [, 20//
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Summary:

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

Rationale

The rating on Evansville, Tnd.-based Vectren Corp. reflects an 'excellent’ business risk profile and a 'significant'
financial risk profile, Standarc‘ & Poor's bases the rating on the company's consolidated business and financial risk,
including the nonregulated operations. The rating on Vectren balances the strong cash flow generated by the
regulated operations (about 80% of consolidated cash flow) with the more volatile cash flows that energy
marketing, coal mining, and other nonregulated operations contribute.

Key credit {actors include ope%ations in jurisdictions with favorable regulatory oversight and the low operating risks
of its regulated utilities. A strdng residential customer base, lack of competition in the company’s regulated service
territories, and high barriers to entry provided by the capital intensive nature of the distribution nerwork also
support the business risk profile. Vectren's financial risk profile, which is characterized by high leverage and weak
cash flow metrics, invescment# in higher-risk, nonregulated operations, and modest growth somewhat temper the
company's strengths.

Vectren Utility Holdings Inc. (A-/StablefA-2), the intermediate holding company for Vectren’s regulated electric and
gas operations, has about 1 ﬂillion gas customers and more than 140,000 electric customers with operations in
southern and central Indiana and west-central Ohio. Standard 8 Poor's regards the regulatory oversight by the
Indiana Utility Regulatory Commission (TURC) and Public Utilities Commission of Ohio (PUCO) as supportive of
credir quality. Favorable regulation includes strong rate design and cost recovery mechanisms, Vectren's gas
operations benefit from purchased gas adjustments and a combination of mechanisms, including decoupling or
straight/fixed/variable rate design, The company's cost recovery mechanisms include weather normalizarion,
customer conservation recoveéry, and recovery of bad debt, pipeline, and other costs, including environmental
expenditures and Midwest Independent System Operaror transmission investments. The purchased gas mechanisms
pass through the cost of na tujral gas to the ratepayers. Decoupling protects a vtility's financial performance when
variations in weather or custbmer conservarion reduce total throughput, Another Vectren subsidiary, Southern
Tudiana Gas & Electric Co. (BIGECO; (A-/Stable/--), benefits from a fuel adjustment clause that allows the company
to recover costs of purchased fuel and power with certain maximum limits.

Vecteen's nonutility operations, particularly its energy marketing segment, have displayed greater cash flow volatility
than the regulated utilities. The variation in cash from operations that ProLiance reported {$176 million provided in
2009, use of $67 million in 2008, and $45 million provided in 2007) displays the volatility of the marketing
segment, associated with thei; price volatility of natural gas. The increased business risks associated with these
operations require stronger ¢onsolidated financial metrics for any given rating level. ProLiance js a joint venture
between Vectren {61% of net income; 50% voting and governance) and Citizens Energy Group (39%; 50%).
Proliance provides gas marketing, asset optimization, and other energy services to utility and nonutility customers.
ProLiance distributes about 50% of its pre-tax income o its equity owners.

ProLiance focuses on physical and financial transactions, rather than market speculation, capruring spread

Standard & Poor’s | Batingfl]imcl on the Global Cradit Portal | September 30, 2010 2
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‘ Summary: Vectren Corp.

differentials between cash ani NYMEX markets. ProLiance mitigates risk by conducting its activities around a low
value at risk (VaR) that is limited to $2.5 million. In addition, all transactions that result in a VaR of more than $1
million are reported ro ProLiance's risk management committee.

Vectren Fuels extracts coal fr{:m Vectren's three existing mines and sells it to Vectren's utility operations and third
parties. Vectren Fuels' total coal reserves for the two existing mines and the third mine under development stand at
140 million tons at June 30, 2010. Vectren mitigated its exposure to the coal markets by entering into contracts for
about 80% of tatal planned 2010 production at favorable prices. Actual sales volumes for the first six months of
2010 were 1.8 million tons, compared with sales of 1.6 million tons for the same period of 2009. Reduced utility
inventory levels and increased coal-fired electric generation has allowed the company to secure new contracts.
Benefitting from increased saies volumes and lower operating costs, earnings for this segment improved to §5.6
million for the first half of 2010, compared with $3.4 million for the same period of 2009,

Vectren's other operations indlude Vectrer Retail LLC and Energy Infrastructure Services (EIS). Vectren Retail, also
known as Vectren Source, provides natural gas to more than 205,000 customers under energy choice programs. EIS
provides construction service$ for underground infrastructure repairs, pecformance contracting, and renewable
ENELEY Services,

Vectren's financial risk proﬁlé is 'significant.’ Near-term financial performance should improve modestly from
recent and pending rate cases{‘and higher margins from coal sales due to contractual price increases. Nevertheless,
Vectren's credit metrics are within the acceptable range for the rating. As of June 30, 2010, consolidated total
adjusted debt, including capiq'alized operating leases and tax-effected pension and postretirement obligations, was
$1.9 billion, with adjusted de')t to total capital of 58%. For the 12 months ended June 30, 2010, adjusted funds
from operations (FFQ) to total debt was 24% and adjusted FFO interest coverage was 5.2x.

Liquidity .

We view Vectren's liquidity as adequate under Standard & Poor's corporate liquidity methodology (see
"Methodology and Assumptions: Standard & Poor’s Standardizes Liquidity Descriptors for Global Corporate
Issuers," published on RatingpDirect on July 2, 2010}, which categarizes liquidity in five standard descriptors
{exceptional, strong, adequatd, less than adeqnate, and weak).

The company's projected sout?ccs of liquidity consist of modest cash balances, operating cash flow, distributions
from Proliance and other joint ventures, and available bank lines. Projected uses of cash include maintenance capital
expenditures, the purchase of jnatural gas, manageable debt maturities, and dividends. Including peak borrowings
for the purchase of namral g$ inventories, which peak in the winter months, we forecast cash sources to exceed
uses by about 1.2x over the néxt year. For the 12 months ended June 30, 2010, Vectren reported cash from
operations of $340 million, cérpital expenditures of $356 million, and dividends of $110 million.

!

In our view, Vectren's liquidity position also benefits from its ability to absorb high-impact, low-probability events
with limired need for refinancing; it has the flexibility to lower capital spending; it has well-established bank
relationships; it has above average access to the capital markets; and its risk management practices are prudent. The
company has a praven track record of successfully accessing the capital markets, even during very challenging
market conditions such as those in late 2008 and early 2009,

The company's debt agreements require the maintenance of debt to capital (as defined) to be below 65% for Vectren
and VUHI. There is also significant covenant headroom under its debt agreements. At June 30, 2010, debt to total
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Summary: Yectren Corp.

capiral at Vectren was 56% akd VUHI was 50%, which results in significant headroom under these covenants.

Even under a sensitivity scenatio in which distributions from ProLiance are halted, we still esiimate Vectren's
liquidity to be adequate to funid short-term needs. ProLiance has a $323 million working capital facility, which
matures June 3, 2011. As of Jhne 30, 2010, no amounts were outstanding under this facility.

Outlook

The outlook on Vectren and its subsidiaries is stable, reflecting our expectation of supportive regulatory practices
and maintenance of current fihancial measures, which are somewhat weak for the current rating, We could revise
the outlook to negative if con#alidated FFO to total debt declines below 20% for an extended pg'riod. This would
most likely occur if commodiﬁy spreads narrow, resulting in poor performance at ProLiance and/or higher operating
costs offset scheduled coal prire increases. If the nonregulated operations increase materially, we would expect
financial performance to be even stronger ta mainrain the rating. An outlook revision to positive, which we do not
expect in the near term, requites a sustained improvement in financial ratios, specifically FFO to total debt and
interest coverage of abour 25 % and 5x, respectively, and a lower-risk business mix.

Related Criteria And %Research

Criteria: Key Credit Factors: $usiness And Financial Risks In the Investor-Owned Utilities Industry, published Nov.
26, 2008. |
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Summary:

Vectren Utility Holdings Inc.
Credit Rating:  A-/Stable/A-2 \ .

Rationale

The rating on Vectren Utility Holdings Inc. (VUHI) reflects the consolidated credit profile of its parent, Vectren
Corp. (A-/Stable/--). The rating on Evansville, Ind.-based Vectren Corp. reflects an 'excellent’ business risk profile
and a 'significant’ financial risk profile. Standard & Poor's bases the rating on the company’s consolidared business
and financial risk, including the nonregulated operations. The rating on Vectren balances the strong cash flow
generatec by the regulated operations (about 80% of consolidated cash flow) with the more volatile cash flows that
energy marketing, coal mining, and other nonregulated operations contribute.

Key credit factors include opetations in jurisdictions with favorable regulatory oversight and the low operating risks
of its regulated utilities. A strong residential customer base, lack of competition in the company's regulated service
territories, and high barriers t¢ entry provided by the capital intensive nature of the distribution network also
support the business risk profille. Vectren's financial risk profile, which is characterized by high leverage and weak
cash flow metrics, investments in higher-risk, nonregulated operations, and modest growth somewhat temper the
company's strengths.

VUHI is the intermediate holding company for Vectren's regulated electric and gas operations and has about 1
million gas customers and mote than 140,000 electric customers with operations in southern and central Indiana
and west-central Ohio. Standard & Poor's regards the regulatary oversight by the Indiana Utility Regulatory
Commission (IURC) and Public Utilities Commission of Ohio (PUCO) as supportive of credit quality. Favorable
regulation includes strong ratai design and cost recovery mechanisms. Vectren's gas operations benefit from
purchased gas adjustments and a combination of mechanisms, including decoupling or straight/fixed/variable rate
design. The company's cost recovery mechanisms include weather normalization, customer conservation recovery,
and recovery of bad debt, pipeline, and other costs, including environmental expenditures and Midwest Independent
System Operator transmission investments, The purchased gas mechanisms pass through the cost of natural gas to
the ratepayers. Decoupling protects a utility's financial performance when variations in weather or customer
conservation reduce total tthghpur. Another Vectren subsidiary, Southern Indiana Gas & Electric Co. (SIGECO;
A/Stable/), benefits from a fiel adjustment clause that allows the company to recover costs of purchased fuel and
power with certain maximum limits.

Vectren's nonutility opcrationsli, particularly its energy marketing segment, have displayed greater cash flow volatility
than the regulated utilities. Th¢ variation in cash from operations that ProLiance reported ($176 million provided in
2009, use of $67 million in 2008, and $45 million provided in 2007) displays the volatility of the marketing
segment, associated with the price volatility of natural gas. The increased business risks associated with these
operations require stronger consalidated financial metrics for any given raring level. ProLiance is a joint venture
between Vectren (61% of net iﬁcome; 50% voting and governance) and Citizens Energy Group (39%; 50%).
Proliance provides gas marketing, asset optimization, and other energy services Lo utility and nonutility customers.
Proliance distributes about 50% of its pre-tax income to its equity owners.

Standard & Poor’s | RatingsDirect on the Global Credit Portal | September 30, 2010 2
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Summary: Vectren Utility Holdings Inc.

ProLiance focuses on physical aﬁxd financial transactions, rather than market speculation, capturing spread
differentials between cash and NYMEX markets. ProLiance mitigates risk by conducting its activities around a low
value at nsk (VaR) that is llmltn,i,d to $2.5 million. In addition, ail transactions that result in a VaR of more than $1

|
million are reported to ProLianke's risk management committee.

Vectren Fuels extracts coal from Vectren's three existing mines and sells it to Vectren's utility operations and third
parties. Vectren Fuels' total coal reserves for the two existing mines and the third mine under development stand at
140 million tons at June 30, 2010. Vectren mitigared its exposure to the caal markets by entering into contracts for
about 80% of total planned 2010 production at favorable prices. Actual sales volumes for the first six months of
2010 were 1.8 million tons, cufmpared with sales of 1.6 million tons for the same period of 2009. Reduced utility
inventory levels and increased [coal-fired electric generation has allowed the company to secure new contracts.
Benefitting from increased salt#ls volumes and lower operating costs, earnings for this segment improved to $5.6
miltion for the first half of 20110, compared with $3.4 million for the same period of 2009.

Vectren's other operations inc‘lude Vectren Retail LLC and Energy Infrastructure Services (EIS). Vectren Retail, also
known as Vectren Source, prdvides narural gas to more than 205,000 customers under energy chioice programs. EIS
provides construction scrvtceq for underground infrastructure repairs, performance contracting, and renewable
energy services. |

Vectren's financial risk proﬁ]% is ‘significant.’ Near-term financial performance should improve modestly from
recent and pending rate cascs/and higher margins from coal sales due to contractual price increases. Nevertheless,
Vectren's credit metrics are vn{:ithiu the acceptable range for the rating. As of June 30, 2010, consolidated total
adjusted debt, including capi%alized operating leases and tax-effected pension and postretirement obligations, was
$1.9 billion, with adjusted d#bt to total capital of $8%. For the 12 months ended June 30, 2010, adjusted funds
from aperations {FFQ) to co:fal debt was 24% and adjusted FFQ interest coverage was 3.2x,

Liguidity "

We view VUHI"s liquidity on} a consolidated basis with Vectren, which we view as adequate under Standard &
Poor's corporate liquidity m#thodolugy (see "Standard 82 Paor’s Standardizes Liqaidity Descriptors for Global
Corporate Issuers," pubhshdd July 2, 2010 on RatingsDirect), which categorizes liquidity in five standard
descriptars (exceptional, strq‘mg, adequate, less than adequate, and weak).

The company's projected soprces of liquidity consist of modest cash balances, operaring cash flow, distribusions
from Proliance and other iuﬂlt ventures, and available bank lines. Projected uses of cash include maintenance capital
expenditures, the purchase u#f natural gas, manageable debt maturities, and dividends. Including peak borrowings
for the purchase of natural éas inventories, which peak in the winter months, we forecast cash sources to exceed
uses by about 1.2x over the’: next yeac. For the 12 months ended June 30, 2010, Vectren reported cash from
operations of $340 million,; capital expenditures of $356 million, and dividends of $110 million.

In our view, Vectren's liquiéiity position also benefits from its ability to absorb high-impact, low-probability events
with limited need for refinancing; it has the flexibility o lower capital spending; it has well-established bank
relationships; it has above average access to the capital markets; and its risk management pragtices are prudent. The
company has a proven track record of successfully accessing the capital markets, even during very challenging
market conditions such as those in late 2008 and early 2009.

The company's debt agreelfnetms requite the maintenance of debr to capiral (as defined) to be below 65% for Vectren
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? Summary: Vectren Utility Holdings Inc.

and VUHIL. There is also significant covenant headroom under its debt agreements. At June 30, 2010, debt to total
capital at Vectren was 56% and VUHI was 50%, which results in significant headroom under these covenants.

Even under a sensitivity scena'!rio in which distributions from ProLiance are halted, we still estimate Vectren's
liquidity ro be adequate to fund short-term needs. ProLiance has a $325 million working capital facility, which
marures June 3, 2011. As of June, 30, 2010, no amounts were outstanding under this facility.

Qutlook

The stable autlook on VUHI feflects the stable outlook on Vectren, which reflects our expectation of supportive
regulatory practices and mainftenance of current financial measures, which are somewhat weak for the current
rating. We could revise the outlook to negarive if consolidated FFO to total debt declines below 20% for an
extended period. This would fnost likely occur if commedity spreads narrow, resulting in poor performance at
ProLiance and/or higher operating costs offset scheduled coal price increases. If the nonregulated operations increase
materially, we would expect financial performance to be even stronger to maintain the rating. An outlock revision
to positive, which we do not gxpect in the near term, requires a sustained improvement in financial ratios,
specifically FFO to total debt :kand interest coverage of about 25% and 5x, respectively, and a lower-risk business
mix. '

Related Criteria And iResearch

Criteria: Key Credit Factors: E}usiness And Financial Risks In the Investor-Qrwned Utilities Industry published Now.
26, 2008.
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Live Report : VECTREN RETAIL, LLC

T-U-N-S® Humber: 06-797-0526

Endorsentant: trvilson@vectren.com
D&B Address :
Addrese o 1Vecren SqF1Y

Evansvilia , IN - 47708

Location Type : Single (Subnsidinry]
Phone © B12401-4000
Fax
web | awvacken.chm

Company Summary

Trade Payments - Timeilness of Mistarical Payments

When weighted by doltas amotmt Paymants to suppliers avernge
penerally within lerms
12-month D&B PAYDEX®: 6

{Lowes! Risk:100; Highest Rigk: 1) This aseessment ks based on
D&Bs 12-month PAYDEN®"

Prodictive indicators « Risk iof Financls! Siress

Financlal 8tress Seore Class: 2
Low To Modsrate risk-of firianelal sress over ths next 12
months.

History & Operations

This Is a slngle (subsldlaryq location

Manpger GRIG COLLING, MEMBER
Year Stared -
Employeas ; ar
Financing . BEGURED
Siex L 48%
Lina of business H Gas and other services
| combined
NAICS | 21240
Hislory Status i CLEAR
Publlc Fllings

-

The following dala includes bioth open and closed flings found in
D&B's dalabase on this com)

umber ot Most Recest

Record Typs ras Fliing Date
Bankrupiclas o -

“udpmenls o; -

Liens of -

Suits 2 TR
uCes 3 11{24/09

SIDARY OF VECTREN
Fﬁ? CRATION, EVANSVRLE,

Prisdictve Indicalors - Risk of Fayment De'lmquam_v

Comimearcial Credli Seare Class: ¢

Prodictive ndioators - Supplier Evaluskion Risk

Suppiier Evaluation Risk Rating: 4 Moderats dsk of suppiler
sxperiencing severe financial sirass aver the npad 12 monihs:.

Pradictive tndicatora - Gredit GapaeRyfor Hyadguarters

D&B Rating: 1IR3

Number o employess: 1R Indicates 10 ar mom employess,
Composite credit apivaioak 3 [a far
This assessment 5 based on DEBS DB Ratilig.
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The public vecord itams conta hereln may have baen gaid,
terminated, vacated of raleass prior to tadays data,

Carporata Linkage - Parent Company

Tnls Is a Single {Subsidiary) lecation

VECTREN RETAK, LLC
Evansvilla , IN ,
0-L1-N-S@ Number 08-757-092

The Pasent s )
VECTREN CORPORATION
Indiana

D-L-H-S® Number 13-550-451

This ﬂformaﬁon raay nat be reproduced In whole o In part by any means of reproduction,

o e s

©Copyright 2011 Dun & Bradatredt - Provided under contract for the exclusive use of subscribar VECTREN RETATL; LLE
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Decide with Confldence

To save report(s) to your PC, dlick here for instructions.

BUSINESS SUMMARY

Company Name: VECTREN RETAIL, LLC

Business Information Report

Report Printed: FEB 16 2011
In Date

D-U-N-5 06-797-0926

Trade Name / DBA:{SUBSIDIARY OF VECTREN CORPORATION, EVANSVILLE, IN) Numbar:

Address: i VectrenSq Fl 3
City: Evansvil]

State: IN ‘

Zip Code: 47708

Web site: www veckren.com
Telephone: 812 49144000
Year started: 2001

Employs: 37

History: CLEAR
Financing: SECURED

8SI1C: 4932 !

Line of business: Gas and pther services combined

HISTORY |

The following information was reported 08/20/2010:
Officar(s): GREG COLYINS, MEMBER

DIRECTOR{S): THE OFFICER(S)

if yotr neat 1o ses your
comipany acores and ratings
or have bedn requesiad to
provide a copy of your D&B
credit raport, please call
1.888-814-1435 8am - 8pm,
EST Mon-Fri.

The Indiana Secretary of State’s businass registrations file showed that Vectren Retall, LLC was regisiered as a

limited llablity company on JUL 27, 2001,

Ownership Information provided verbally by Sources on-Aug 20 2610,

Business started 2001 by Greg| Coltins,

|
GREG COLLINS. Antecedents are unknown,

|

CORPORATE FAMILY
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Parent:
Vectren Corparation

Evansviila, IN DUNS # 13-850-4933

Affitiates (US):(Affiated conlpanies share the sama parent company as this business.)

Energy Realty Inc Indlanapolls, IN DUNS # 78-816-5181
Indiana Southern Properties Inc Evansvilie, IN DUNS # 15-520-2484
Miller Pipaline Corporation Indlanapolis, IN DUNS # 00-287-9294
Vectren Capltal, Corp. Evansville, IN DUNS # 78-343-7859
Vectren Communications Sehvices, Inc. Evansville, IN DUNS # 05-454-3223
Vectren Energy Delivery of Ghio Inc Dayton, OH DUNS # 00-486-6344
Vectren Enterprises, Inc. Indlanapolls, IN DUNS # §1-430-37209
Vectren Envirenmental Services, inc Evansviile, IN DUNS # 05-463-1655
Vectren Fuels, Inc. Evansville, IN DUNS # B2-782-8067
Vectren Power Supply Evansville, IN DUNS # 96-595-3834
Vectren Resources LLE ‘ Evansviile, IN DUNS # 94-1B9-3448
Vectren Utllity Haldings, Inc Evansville, IN DUNS # 14-460-8B457

BUSINESS REGISTRATION |

CORPCORATE AND BUSINESS ﬂ‘EGISTRA'I'IONS REPORTED BY THE SECRETARY OF STATE GR OTHER:OFFICIAL
SOURCE AS OF JAN 04 2011:

Registered Nama:

Business type:

Stata of organization:
Filing date:
Ragistration 1D:
Status:

Where flled:

Registered agent:

Principals:

OPERATIONS

08/20/2010

VECTREN RETAIL, LLC

DOMESTIC LIMITED
LIABILITY CO
INDIANA

ULy 27 2001
2001072700423
ACTIVE

SECRETARY OF STATE/CORPORATIONS DIVISION, INDIANAPOLIS, IN

RONALD E. CHRISTIAN, ONE VECTREN SQUARE; 211 NW RIVERSIDE DRIVE, EVANSVILLE,
1N, |477080000
!

GREGORY F. COLLINS, PRESIDENT, ONE VECTREN SQUARE;211 NW RIVERSIDE DRIVE,
EVANSVILLE, IN, 477080000

LAWRENCE K. FRIEDEMAN, VICE PRESIDENT, ONE VECTREN SQUARE;Z11 NW
RIVERSIDE DRIVE, EVANSVILLE, IN, 477080000

ROBERT L. GOOCHER, TREASURER, ONE VECTREN SQUARE;211 NW RIVERSIDE DRIVE,
EVANSVILLE, IN, 477080000 _
RONALD E. CHRISTIAN, SECRETARY, ONE VECTREN SQUARE;211 NW RIVERSIDE DRIVE,
EVANSVILLE, IN, 477080000 _

SEAN P. SMITH, VICE PRESIDENT, ONE VECTREN SQUARE;Z211 NW RIVERSIDE DRIVE,
EVANSVILLE, IN, 477080000 ,

TAMARA R. WILSON, VICE PRESIDENT, ONE VECTREN SQUARE; 211 NW RIVERSIOE
DRIVE, EVANSVILLE, IN, 477080000

Description: Subsidiary of Vettren Carporation, Bvansviite, IN which operates as retailer of gas in Eeregulat»ed

markets.

reference is ma

to that report for background information on the parent and s management.

As noted, this cg?pany Is a subsidlary of Vectreén Corporation, Duyns number 135504943, and
i
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Provides gas and other services combined (100%).
Terms are unde}termlned‘ Selis to general public. Territory : Local.
Morseasonal, '

Employees: 37,

Facilities:  Owns premises iln a two story brick bullding.

Location:  Central busines$ sectlon-an main street.
SIC & NAICS

sIC: : NAICS:

Based on information In our ﬁI D&B has assigned this 221210 Natural Gas Distribution
company an extended 8-diglt IC. DEB's use of B-diglt

SICs enables us to be more spedific to-a company's

operations than If we use the?tandard 4-diglt code.

The 4-digit SIC numbers link kb the description on the
Qeccupatlonal Safety & Health Administration {OSHA)
Web site. Links open In a new browser window.
49320000 Gas and other services combined

PAYMENT SUMMARY

The Payment Summary sectlod reflects payment Inforration In D&B's file as of the date of this repart.
Below is an overview of the cotnpany s dollar-weighted paymants, segmented by Its suppliers' primary industries:

Total Total Dollar Lnrgast High Within Days Slow
Rev'd Amts Credit Tarms <31 31-60 61-50 90>
# (%) (%) (%) oWy
Top Industries: ; 7
Whol office equipment 2 550 500 . 100 - - - -
Whol durable goods 1 250 250 100 - - - -
Nonclassified 1 250 250 - 100 - - - =
QOther payment categories:
Cash experiences .3 100 50
Payment record unknown 0 0 0
Unfavorabie comments .90 O 0
Placed for collections: |
With D&B S | 0
Other 0 NFA
Total In D&B's file 7 1,150 500

The highest Now Owaes on flile|Is $50
The highest Past Due on file is $0

D&B receives over 600 milllon ;itayment experiences each year. We enter these new and updated experlences into
D&B Reports as this information is received.

236




PAYMENT DETAILS

Petailed Payment History

Date Reported Paying Record High Credit Now Owes PastDue. Selling Terms  Last Sale ;

Within ¢
{mm/yy) ; (%) (%) (%) (mmttizhs)
01/11 Ppt | 500 50 0 Lease Agreemnt 1 mo
Ppt F 50 50 6 tme
12/10 Ppt 1 250 0 0 6-12 mos
11/10 (co4)y | 50 Cash account 632 mos
(osy 50 Cash actount  6:12 mos
(006} o 0 0 cCash account 6-12 mos
03/10  Ppt 250 0 o 6-12 mos

Payments Detall Key: Wl 3¢ or more days beyond terms
Each experience shown Is frmﬂ a separate suppller. Updated trade experiences replace those previdusly raported.

FINANCE i
|

08/20/2010 i

|
On August 20, 2010, atternpts!to contack the management of this business have been unsuccessful, Qutslde sources
canfirmed operation and incatlpn,

PUBLIC FILINGS
1

The following Publlc Flling data is for Information purposes enly and Is not the officlal racord Certified coplas can only
be obtained frerm the official séurce.

SUITS
Status: : Pending
CASE NO.: 03010002712
Plaintiff: . HERBERT CALDWELL/PHILEP PIERI
pefendant: : VECTREN RETAIL LLC AND OTHERS
Cause: : CONTRACT ‘
Where filed: ] BALTIMORE COUNTY CIRCUIT COURT, BALTIMORE, MD
Date status attained; 03/11/2010
Date flled: : 03/11/2010
Latest Infa Received: 03/19/2010
Status: " Pending
DOCKET NO.: ’ 200800011838
Plaintiff: ‘ EMMEL, DOUGLAS, NEW HAVEN, IN COMPLATNT ARD DEMAND FOR JURY TRIAL,
pefendant: ‘ VECTREM RETAIL L | C AND OTHERS
Cause; : 8reach of contract
Where filed: : BALTIMGRE COUNTY CIRCUIT COURT, BALTIMORE, MD
Date status attained: ‘ 09/29/2009
Date flled: - 00/28/2009
Latest Info Recelved: f 10/G2/2069

IF it Is indicated that there are deferidants other than the report subject, the lawsult may be an action to clear titieto
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property and does not necessa{rliy imply a clalm for money against the subject,

UCC FILINGS

Collateral:

Type:

Sec. party:
Debtor:

Filing numbar:
Filed with:

Account(s) and proceeds - Chattel paper and proceeds - Ganeral Intangloles(s)
and proceeds

Original o

NATIONAL FUEL GAS DISTRIBUTION CORPORATION, WILLIAMSVILLE, NY
VECTREN RETAIL, LLC

0700010997984 , ,

SECRETARY OF STATE/UCC DIVISION, INDIANAPOUIS, TR

Date filed: 1172642007

Latest Info Recelved: 12/51/2007

Collateral: RIGHT, TITLE AND INTEREST

Type: Original .

Sec. party: COLUMBIA GAS OF OHIG, INC., COLUMBUS, OH

Debtor: VECTREN RETAILL, LLC

Filing number: 0900009461506

Filed with: SECRETARY OF STATE/UCC DIVISION, INDIANAPOLIS, IN
Date filed: 11/24/2009

Latest Info Recelvad; 12/08/2009

Type: Original . ) ] ]
Sec. party: VECTREN ENERGY DELIVERY OF OHIO, INC., EVANSVILLE, IN
Dobtor: ; VECTREN RETAIL, LLC

Filing number: | 0BOO011411917

Filed with: ' SECRETARY OF STATE/UCC DIVISION, INDIANAPOLIS, IN
Date filed: 12/30/2008

Latest Info Recaived: 01/12/2009

The public record items contalned in this report may have been pald, terminated, vacated or reteased prior to the

date this report was printed.
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EXHIBIT C-8

BANKRUPTCY INFORMATION

Not Applicable.

| 239
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Not Applicable,

{C30958:2 3

EXHIBIT C-9

MERGER INFORMATION
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EXHIBIT D-1

OPERATIONS

Vectren Source enjoys an internal staff of commodity specialists who perform daily
tactical services to support its retail activities. These services include procurement,

{C30958:2 ) 241
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EXHIBIT D-2

OPERATIONS EXPERTISE

Vectren Source serves approximately 227,000 residential and small commercial
customers in seven local distribution company service territories in three states. Vectren
Source has reliably served customers for 10 years in several jurisdictions. 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 matters germane to
customer service.

{C309582 } | 242



EXHIBIT D-3

KEY TECHNICAL PERSONNEL

Tamara R, Wilson, CPA
President :

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

Ms. Wilson became President of Vectren Source in September 2010. In this capacity,
Ms. Wilson manages and oversees all aspects of Vectren Source’s operations, including
commodity operations, finance, sales and marketing, and governmental relations.

Prior to become President, Ms. Wilson served as the Vice President of Finance and
Commodity Operations. In this role, Ms. Wilson coordinated and supervised Vectren
Source’s finance department and the commodity operations departments. The
Cornmodity Departient is responsible for ensuring the daily delivery of natural gas to
Vectren Retail’s customers, daily supply planning, optimizing sales and purchases of
natural gas for delivery as well as the optimization of commodity assets. In regard to Ms.
Wilson’s oversight iof the finance department, she was responsible for the financial and
accounting related aspects of the orgamization including financial reporting, budgeting,
internal controls, dnd risk reporting. She was further 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 20 fears 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 gradu#ted from the University of Evansville, cum laude, with a BS in
Accounting,

Ryan Scherer ‘
Manager, Gas Operation

Email: rdscherer(@vectren.com
Office: 812-491-4478

Mr. Scherer has 8 years of experience in the natural gas marketing and pipeline industry,
with 5 of those years focused on the Natural Gas Choice Markets. Mr. Scherer has held
position as a Gas Supply Analyst on the 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. e was also responsible for following
market trends, and studying future developments in the natural gas markets. Finally, Mr.
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Scherer was responsible to 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 the pipelines, market
assessment, and commodity procurement, and storage planning for all of Vectren
Source’s Choice markets.

Brian R. Stount
Gas Scheduling Representative, Commodity Operations

Email: bstout@vecﬁen.com
Office: 812-491-4219

Mr. Stout has 18 years of experience in the natural gas marketing and pipeline industry,
including 2 years experience with Choice Markets in Ohio and Northeast Markets. 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 i5 responsible for scheduling interstate natural gas pipelines, market
assessment, and commeodity procurement.

Thomas L. Meltoﬂ
Gas Scheduling Representative, Commodity Operations

Email: tmelton@vectren.com
Office: 812-491-5183

Mr. Melton has 8 years of experience in the natural gas marketing and pipeline industry.
Mr. Melton began his career with Southen 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. Melton was
responsible for mahaging new supply interconnect projects as well as pipeline expansion
opportunifies. 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.
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Currently, Mr. Meltd}n holds the position of Gas Scheduling Representative with Vectren
Source where he is|responsible for scheduling interstate natural gas pipelines, market
assessment, and co:ﬂmodity procurement.

Mr. Melton graduat¢d 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 Un1ve1151ty School of Business.

Jennifer L. Ranking
Commaodity Analyst

Email address: i jrankins@vectren.com
Telephone Number:: (812) 4914294

Ms. Rankins was fq'rmerly 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 anfalysis of pertinent historical data for hoth natural gas and electricity.
Ms. Rankins also maintained customer contracts and created monthly reports that detailed
and reconciled conspimption, costs, billing variances, and savings. Ms. Rankins currently
holds the position of Commodity Analyst where she is responsible for the maintenance of
monthly future supply planning to 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.

Joseph M. Clark |
Director of Regulatory Affairs and Corporate Counsel

Email address: w jmclark@vectren.com
Telephone Number; (614) 781-1896

Mr. Clark formerly was an associate in the Columbus office of McNees Wallace &
Nurick, LLC. In thﬁs capacity, Mr. Clark represented a diversified group of clients before
the PUCQ, the Olnb Supreme Court, and the Ohio General Assembly. Specifically, Mr
Clark represented wmdustrlal customers on electricity matters and two natural gas
companies on naturﬁl gas matters. Mr. Clark also represented Vectren Source in various
PUCO and legislative matters as well.

Mr. Clark graduataﬁ from Muskingum University in 1999 with a Bachelor of Arts degree
in International Affairs with a minor in French. After working in the Qhio General
Assembly for approximately three years, Mr. Clark attended the Michael E. Moritz
School of Law at The Ohio State University and graduated and became licensed in Ohio
in 2006. Mr. Clark is licensed to practice in all Ohio courts as well as federal district
court in the Southem District of Ohio.
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EXHIBIT D-4

FERC POWER MARKETER LICENSE NUMBER

Vectren Source is applying for a FERC power marketer license concurrently with its
application for certification as a CRES provider. Vectren Source will provide its FERC
power marketer license number promptly after it is obtained from FERC.

| 246



