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RENEWAL CERTIFICATION APPLICATION

COMPETITIVE RETAIL NATURAL GAS SUPPLIERS

Please type or print all required information. Identify all attachments with an exhibit label and title (Example: Exhibit
A-16 - Compuny History). All attachments should bear the legal name of the Applicant. Applicants should file completed
applications and all related correspondence with the Public Utilitics Commission of Ohio, Docketing Division, 13" Floor,
180 East Broad Street, Columbus, Ohio 43215-3793.

This PDF form is designed so that you may directly input information onto the form. You may also downlead the form by
saving It to your local disk.

A-1 Applicant intends to renew its certificate as: (check all that apply)

[ Retail Natural Gas Aggregator [ Rétail Natural Gas Broker 1 Retail Natural Gas Marketer

A-2  Applicant information:
Vectren Retail LL.C d/b/a Vectren Source

Legal Name
Vect il 08
Address One Vectren Square, Evansville, iN 477
Telephone No.  (812) 4914195 Web site Address ~ www.vectrensource.com
Current PUCO Certificate No. 02-001(4) Effective Dates July 11, 2008 - July 11, 2010
A-3 Applicant information under which applicant will do business in Ohio:
ne
Name Vectren Source = g
Address One Vectren Square, Evansville, IN 47708 U ; <
=
Web site Address www.vectrensource. corm Telephone No. (812) 4514195 C ORI
O . o
A-4 List all names under which the applicant does business in North America: T A
Vectren Retail LLC d/b/a Vactren Source D o3 "E"l
a ©
o O
<
A-5 Contact person for regulatory or emergency matters:
Name Lawrence K. Friedeman Title Senior Regulatory Counsel
Business Address One Vectren Square, Evansville, IN 47708
Telephone No.  (812) 491-4282 Fax No. (812) 492-9275 Email Address /Tedeman@vectren.com
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A-6

A-8

A9

A-10

A-11

Contact person for Commission Staff use in investigating customer compiaints:
Name Jamie Alsop Title  Manager, Customer Service

Business address One Vectren Square, Evansville, IN 47708

Telephone No. (812)491-4117 Fax No. (812)492-9275 Email Address 12 >0P@vectren.com

Applicant's address and toll-free number for customer service and complaints
Customer service address  Veclren Source, P.O. Box 3037, Evansville, IN 47730-3037

Toll-Free Telephone No. (866)306-8136 .\, (812) 4920275 Email Address SUstomerservice@veciren g

Provide “Proof of an Ohio Office and Employee,” in accordance with Section 4929.22 of the Ohio
Revised Code, by listing name, Ohio office address, telephone number, and Web site address of the
designated Ohio Employee

Name  Lawrence K. Friedeman Title  Senicr Regulatory Counsel
Business address 8225 Famsworth Road, Waterville, Dhio 435686

Telephone No. {419) 878-3988 Fax No, (812) 492-8275 Email Address 'Medeman@vectren.com

Applicant's federal employer identification number ~ 33-2146565

Applicant’s form of ownership: (Check one)

[ sole Proprietorship O Partnership

[ 1 Limited Liability Partnership (LLP) Limited Liability Company (LLC)
3 Corporation [ Other

{Check all that apply) Identify each natural gas company service area in which the applicant is
currently providing service or intends to provide service, including identification of each customer
class that the applicant is currently serving or intends to serve, for example: residential, small
commercial, and/or large commercial/industrial (mercantile) customers. (A mercantile customer, as defined
in Section 4929.01(L)(1} of the Ohio Revised Code, means a customer that consumes, other than for residential use, more
than 500,000 cubic feet of natural gas per year at a single location within the state or consumes natural gas, other than for
residential use, as part of an undertaking having more than three locations within or outside of this state. In accordance with
Section 4929.01(L)(2) of the Ohic Revised Code, “Mercantile customer” excludes a not-for-profit customer that consumes,
other than for residential use, more than 500,000 cubic feet of natural gas per year at a single location within this state or
consumes natural gas, other than for residential use, as part of an undertaking having more than three locations within or
outside this state that has filed the necessary declaration with the Public Utilities Commission.)

{CRNGS Supplier Renewal - Version 1.07)  Page 2of 7
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-f Columbm Gas of Olno S jRes:dentlal . Small 'Cdlﬁmércial : jL‘a“rgeVCﬁ‘lnl’ﬁargiall Industrial
Dominion East Ohio :lResulential . ¥ | Small Commercial jLnrge Commercial / Industrial

Duke Energy Ohio _ esldenual . Smnll Commerclal DLarge Cmnmemol f lndnstrial

*I*ﬂ*lu

Vectren Energy Delivery of Ohio ]Resmentlal . Small Commercial :I Large Commercial / Industriat

A-12 If applicant or an affiliated interest previously participated in any of Ohio’s Natural Gas Cheice
Programs, for each service area and customer class, provide approximate start date(s) and/or end
date(s) that the applicant began delivering and/or ended services.

Columbia Gas of Ohio

Small Commercial Begmnllg Date of Service 4th Quarter 2001  End Daie

Large Commercml Begmmng Date of Serme? i s End Dnte.
Industrial Beginning Date of Service End Date

Dominion East Qhie
v | Residentisl © " Beginiing Date of Service 1stQuarter 2002 End Date

Small Commercial Beginning Date of Service 1st Quaiter 2002  End Date

Large Commercml Begm.nmg Date of Serﬂce R : o . EndDate .
I:] Industrial Beginning Date of Service End Date
Duke Energy Ohio

Beginning Date of Service 4th Quarter 2007 End Date
: Bemi“‘ﬁe ”fsmefi'}i'7.:;.“: :'._i'-r;' Eml Date e

Beginming Date of Service End Date

Yectren Energy Delivery of Ohio

¢ |Residential  Begiuning Date of Service 15! Quartar 2003 - End Date

Small Commercial Beginning Date of Service 1st Quarter 2003 End Date

Large Commerela.l Beglnnlng Date of Servlce . _ End Date

Industrial Beginning Date of Service End Date

A-13 If not currently participating in any of Ohio’s four Natural Gas Choice Programs, provide the
approximate start date that the applicant proposes to begin delivering services:

{CRNGS Supplier Renewal - Version 1.07)  Page 3 of 7
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D Daminion East Ohio Intended Start Date

s lntendedStartDate ., ST et e s

Vectren Energy Delivery of Ohio Intended Start Date

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED.

A-14 Exhibit A-14 "Principal Officers, Directors & Partners,”" provide the names, titles, addresses and
telephone numbers of the applicant’s principal officers, directors, partners, or other similar officials.

A-15 Exhibit A-15 "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 natural gas or electricity to customers in North America.

A-16 Exhibit A-16 "Company History," provide a concise description of the applicant’s company history
and principal business interests,

A-17 Exhibit A-17 "Articles of Incorporation and Bylaws, provide the articles of incorporation
filed with the state or jurisdiction in which the applicant is incorporated and any amendments
thereto, only if the contents of the originally filed documents changed since the initial application.

A-18 Exhibit A-18 "Secretary of State," provide evidence that the applicant is still currently registered with
the Ohio Secretary of the State,

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED

B-1 Egxhibit B-1 “Jurisdictions ef Operation,” provide a current 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 natural gas service, or retail/wholesale
electric services.

B-2 [Exhibit B-2 "Experience & Plans," provide a current 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 4929.22 of the Revised Code and contained in Chapter 4901:1-29 of the Ohio Administrative
Code.

B-3 [Exhibit B-3 "Summary of Experience,”" provide a concise and current summary of the applicant’s
experience in providing the service(s) for which it is seeking renewed certification (¢.g., number and
types of customers served, utility service areas, volume of gas supplied, etc.).

B-4 Exhibit B-4 "Disclosure of Liabilities and Investigations," provide a description of all existing,
pending or past rulings, judgments, contingent liabilities, revocations of authority, regulatory
investigations, or any other matter that could adversely impact the applicant’s financial or operational

{CRNGS Supplier Renewal - Version 1.07)  Page 4 of 7
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B-6

C-1

C-3

status or ability to provide the services for which it is seeking renewed certification since applicant last
filed for certification.

Exhibit B-5 '"Disclosure of Consumer Protection Vielations,” disclose whether the applicant,
affiliate, predecessor of the applicant, or any principal officer of the applicant bas been convicted or held
liable for fraud or for violation of any consumer protection or antitrust laws since applicant last filed for
certification.

No [JYes

If Yes, provide a separate attachment labeled as Exhibit B-5 "Disclosure of Consumer Protection
Yiolations,” detailing such violation(s) and providing all relevant documents.

Exhibit B-6 "Disclosure of Certification Denial, Curtailment, Suspension, or Revocation.” disclose
whether the applicant or a predecessor of the applicant has had any certification, license, or application
to provide retail natural gas or retail/wholesale electric service denied, curtailed, suspended, or revoked,
or whether the applicant or predecessor has been terminated from any of Ohio’s Natural Gas Choice
programs, or been in default for failure to deliver natural gas since applicant last filed for certification.

No O Yes

If Yes, provide a separate attachment, labeled as Exhibit B-6 "Disclosure of Certification Denial,
Curtailment, Suspension, or Revocation,” detailing such action(s) and providing all relevant docnments.

PROVIDE THE FOLLOWING 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 similar information, labeled as
Exhibit C-1, or indicate that Exhibit C-1 is not applicable and why.

Exhibit C-2 “SEC Filings,” provide the most recent 10-K/8-K Filings with the SEC. 1f 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 whether the applicant is not 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 {inancial statements (balance sheet, income statement, and cash flow siatement). 1f 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 “Financial Arrangements,” provide copies of the applicant's current financial
arrangements to conduct competitive retail natural gas service (CRNGS) as a business activity (e.g.,
guarantees, bank commitments, contractual 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 CRNGS operation, along
with a list of assumptions, and the name, address, email address, and telephone number of the preparer.

(CRNGS Supplier Renewal - Version 1.07)  Page Sof 7
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C-6

D-1

D-2

D-3

Exhibit C-6 “Credit Rating,” provide a statement disclosing the applicant’s current credit rating as
reported by two of the following organizations: Duff & Phelps, Dun and Bradstreet 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
patent 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 current credit report from Experion,
Dun and Bradstreet, or a similar organization.

Exhibit C-8 “Bankruptcy Information,” provide a list and description of any reorganizations,
protection from creditors, or any other form of bankruptcy 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 since applicant last filed for certification.

Exhibit C-9 “Merger Information,” provide a statement describing any dissclution or merger or
acquisition of the applicant since applicant last filed for certification.

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED.

Exhibit D-1 “Operations,” provide a current written description of the operational nature of the
applicant’s business. Please include whether the applicant’s operations will include the contracting of
natural gas purchases for retail sales, the nomination and scheduling of retail natural gas for delivery,
and the provision of retail ancillary services, as well as other services used to supply natural gas to the
natural gas company city gate for retail customers.

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

Exhibit_D-3 “Key Technical Personnel,” provide the names, titles, email addresses, telephone
numbers, and background of key personnel invoived in the operational aspects of the applicant’s current

business.

Sworn and subscribed before me this - [ 2 “day of M.&Jj :. © . Month a O [Q: Year

Applicant Signature and Title

Ko G lowso — KiRen 7 GhRuso ﬂcdmﬁiffﬁoutf

Sipnature of official administering oath Print Name and Title

My commission expires on -jaﬂp 7 50, &O!é o

50 KAREN A. CARUSQ"
¥ A Notary Public, State of Indiana

‘ Resident of Warrick County

' My Crmmission Expires June 30, 2016

{CRNGS Supplier Renewal - Version 1.07)  Page 6 of 7
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The Public Utilities Commission of Ohio

Competitive Retail Natural Gas Service
Affidavit Form
(Version 1.07)

In the Matter of the Application of

f the )
Ve;a{-rem Retaiv e d)bla Vedeon Souece ) Case No. 0

for a Certificate or Renewal Certificate to Provide )

-GA-CRS

Competitive Retail Natural Gas Service in Ohio. )

County of Vﬁ“d(f L
State of Indigna,

(1)

(2)

(3)

(4)

()

(6)

(7

@)

é,r 2 j"‘g - co” ing [Affiant], being duly sworn/affirmed, hereby states that:
The information provided within the certification or certification renewal application and supporting information is
complete, true, and accurate to the best knowledge of affiant.

The applicant will timely file an annual report of its intrastate gross receipts and sales of hundred chbic feat of
natural gas pursuant to Sections 4905.10(A), 4911.18(A), and 4929.23(B), Ohio Revised Code.

The applicant will timely pay any assessment made pursuant to Section 4905.10 or Section 4911.18(A), Ohio
Reavised Code.

Applicant will comply with all applicable rules and orders adopted by the Public Utilities Commission of Ohio
pursuant to Title 49, Ohio Revised Code.

Applicant will cooperate with the Public Utilities Commission of Chio and its staff in the investigation of any
consumer complaint regarding any service offered or provided by the applicant.

Applicant will comply with Section 4929.21, Ohio Revised Code, regarding consent to the jurisdiction of the Ohio
courts and the service of process.

Applicant will inform the Public Utilities Commission of Ohio of any matenal change to the information supplied in
the certification or certification renewal application within 30 days of such material change, including any change in
contact person for regulatory or emergency purposes or contact persen for Staff use in investigating customer
complaints.

Affiant further sayeth naught.

- Presidents o

Affiant Signature & Title

Sworn and subscribed before me this f 7_ day of Ma,j + -:Month
Kaea 4 laruso  Ki€ouf Guso, f

Signature of Official Administering Oath Print Name and Title

Comay My commission expires on j WXz 30{ 0? 0 [ @ B
T (CRNGS Supplier Renewal) Page 7 of 7
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EXHIBIT A-14

PRINCIPAL OFFICERS, DIRECTORS & PARTNERS

Board of Representatives:

Vectren Energy Retail. Inc
Ronald E. Christian One Vectren Square 812-491-4000
Evansville, IN 47708

Vectren Ventures, Inc
Gregory F. Collins One Vectren Square 812-491-4281
Evansville, IN 47708

President:

Gregory F. Collins One Vectren Square 812-491-4281
Evansville, IN 47708

Vice President and Controller:

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

YVice President, Treasurer, and Assistant Secretary:

Robert L. Goocher One Vectren Square 812-451-4080
Evansville, IN 47708

Yice President, Secretary, and Assistant Treasurer:

Ronald E. Christian One Vectren Square 812-491-4202
Evansville, IN 47708

Vice President, Marketing and Customer Service;

Kathi Disch One Vectren Square 812-491-5994
Evansville, IN 47708

{C30958:2 }
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EXHIBIT A-15

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 retail access customers in the Columbia Gas of Ohio,
Dominion East Ohio, Duke Energy Ohio and Vectren Energy Delivery of Chio service
territories.  Also, Vectren Source has been approved as a competitive natural gas
marketer in the Northem 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 customers
in the National Grid and National Fuel Gas service territories.

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 service obligations. Vectren Corporation is an energy and applied
technology holding company headquartered in Evansville, Indiana. Vectren Corporation
was formed through the combination of Indiana Energy, Inc. and Sigcorp, Inc. and began
operations as Vectren 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 three primary business
groups are Energy Marketing and Services, Coal Mining, and Energy Infrastructure
Services. 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:

{C30958:2 }

ProLiance Energy, LLC
Vectren Energy Delivery

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

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

000000012



'VECTREN CORPORATION
|

100%

Veetran Entarprises, Inc.,

(Formerly [El
lvastments, Inc. )
1
100%
Vectren Energy
Servicas, inz,
{Naw Co.)
i . 1
100% 100%
Vectran Enargy Marksling & Ssrvices, Ing. Vestran Energy
(Pormerly Vestran Enargy Solutions, ime.) Retall, ine.
(Formariy !GC Enamgy, In2.)
e T T . 1 T 1 1
0% L33y 100% $03% 100% 2% -
wncan Energy Brolanoe Erergy. Vadran Power Arargy HALEuciresl Cerwapa, i Vachen
Spviam, Ins. Le Mameuag, Irs. - Syawrs \ (T Bd Cruabecd) ‘ Apisk, WLC
10BN Yt HOCONS Jww MFRIN Gréap, Ins.
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VECTREN
CORPORATION

(Formerly IE]

Vectren Energy
Services, Inc.

o
100% Vectren [Energy Marketing and Services, Inc. 100%
{Form fonmepslom Vectren Energy
rmarly 1GC Energy, e} Retail, ine.

1 1 } —
B1% 1 (100% veetren & 100%

Indiana Energy ProLiance Marksting. Inc. Energy Systems Vactren
Bervices, Inc. Retai, LLC

Energy, _._.D|\ {dissolved 11/30/09) Group, inc.

i 100% 100%
w_uooa Erergy Systems Vectren Product
neny Group, LLC and Services, LLC
1 1
100% ,
. Mountain Home ESG Carolina ESG Clean
Sigeorp Gas '
Marketing, LLC hm:ﬂg. Center, _._.L ﬁ Haoldings, LLC W Fuels, LLC
100% . m;»-a ] A ESG Biofuel
A Y . icfuals,
) ESG Bioluels
Chio Valley Systems G, LLC
Hub, LLC h Group, SE, Inc | ﬁ (Blackfact), LLC
"y
100% ESG Biofuels ESG Pipeline,
Signature Energy

(Live Oak), LLG

Engineering Corp (JCy, LLC

Management, LLC

5/17/2010 | 7
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EXHIBIT A-16

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 small
commercial customers. Vectren Source is an indirect, wholly-owned subsidiary of
Vectren Corp., charged with selling deregulated energy (natural gas) 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.

1C30958:2 )
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EXHIBIT A-17

ARTICLES OF ORGANIZATION AND BYLAWS

The Articles of Organization and Bylaws have not changed since Vectren Source’s initial
Application in 2002,

{C30958:2 )
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EXHIBIT A-18

SECRETARY OF STATE CERTIFICATE

{C30958:2 }
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United States of America
State of Ohio
Office of the Secretary of State

I, Jennifer Brunner, 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 currently in FULL FORCE
AND EFFECT upon the records of this office.

Witness my hand and the seal of the
Secretary of State at Columbus, Ohio
this 28th day of April, A.D. 2010

Ohio Secretary of State

Validation Number: V2010118A5539A
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EXHIBIT B-1

JURISDICTION OF QPERATION

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 scrvices in the State of Indiana pursuant to approval by the
Northern Indiana Public Service Company. Further, in December 2003 the Pennsyvlvania
Public Utility Commission granted a license to furnish competitive natural gas supply
services within the Columbia Gas of Pennsylvania Service Territory.! 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.

' 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 Light Company territory. Vectren
Source sold its book of Georgia Customers in 2008 and is no longer active in that market.

{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 service territories. Vectren Source plans to continue acquisition and
retention efforts as part of its business model. Upon enrollment by the customer, Vectren
Source mails a confirmation letter detailing the terms and conditions of the contract.
Vectren Source employs utility consolidated billing for its retail customers in Ohio.

Responding to customer inquiries and complaints:

Normal customer service hours are Monday — 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 attempt 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 will inform the customer that PUCO Siaff is available to mediate
complaints.

{C30958:2 )
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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 Ohio, Duke Energy Ohio and Vectren Energy Delivery of Ohio service
terrttories. Vectren Source currently serves in excess of 180,000 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 2009, the volume of gas
supplied to these consumers has been approximately 67.6 bef.

{C30958:2 )

000000021



EXHIBIT B-4

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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2 VECTREN

Live Smart

2009 Anmwal Report and Form 10-K

Live Smart
Using Energy Wisely

§
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Vectren At A Glance

Vectren Corporation is an enargy holding company headquartered in Evansville, Ind. QOur ronutility
operations provide energy and energy-related services to customers throughout the Midwest, Southeast
ond East Coast and support our core ulility aperations of gas and electric services.

Utility Operations

NATURAL GAS:

Veciren North

Vectren South

Vectren Energy Delivery of Qhio

Yectren Energy Delivery’s natural gas distribution businesses provide natural
gas service to nearly one million cusfomers in adjoining service territories
that cover nearly two-thirds of Indiana and west central Chio.

ELECTRIC:
Yectren Scuth

Vectren Energy Delivery's electric transmission and distribution services provide
eledricity 1o more than 140,000 customers In sovthwestern Indiana. Power 1o
meel the needs of customers is generated by five coal-fired uvnits {1,000 MW),
six peoking turbines {295 MW} and a renewable landfill gas turbine (3 MW)}.
Power purchuse agreements that indude up to 80 MW of wind energy
provide additional capacity.

Nonutility Operalions

ENERGY MARKETING & SERVICES:
Proliance Energy

Yectren Source

Proliance’s primary businesses Indude gas marketing, gas portfolio opfimizatian,
ond other portfolio and energy management services which are provided to

a broad range of municipalities, utilities, industrial operatians, schocls and
healthcare nsfiiutions located throughout the Midwest and Southeast. Proliance
dlsa owns and develops midsiream gas infrastructure.

Source provides natural gas and other related products ond services in the
Midwest and Northeast 1o nearly 190,000 residential and commerdial customers,

COAL MINING:
Vectren Fuels

Fuels mines ond sells cool to Vectren's utility operations and to other third parties
from its existing underground mine, Prosperity, and its new underground mine,
Oaktown 1, which began production in early 2010. An additional underground
mine, Oaldown 2, is scheduled to begin production in 2011.

ENERGY INFRASTRUCTURE SERVICES:

Miller Pipeline

Energy Systems Group

Miller providas underground pipeline construction and repair services for
natural gos, water and wastewater utilities.

ESG provides energy-saving performance controcting by designing facility
improvements that pay for themselves from energy savings and operational
improvements. ESG also designs, constructs, manages and owns renewable

energy projects.
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Financial and Qperating Highlights

Year ended December 31,

In millions, except per share omaunts 20090 2008 2007
Met income $ 1331 $1290 $1430
Return on average common shareholders’ equity [ROE) *7% 10.0% 1.9%
Shares outstending at year-end 1.1 81.0 763
Average shares oufstanding for baslc earnings 307 78.3 759

Per Commeon Share

Basic earnings $ 155 3 1.65 $ 189
Dividends paid $1345 13 $ 127
Annual dividend rate af year-end $ 135 $ 134 {130
Book valuve $173 $16.69 1607
Market price at year-and $24.468 $25.01 $29.01

(1) bnclucles an $11.% milllon, or $0.15 per share, afier4ax charge related 1o o Prollance Energy lnvasimen in Liberty Gas Sloroge, WLC.

Basic Earnings Dividends Paid Marke! Price
Pur Shars Par Share At Yoar-End
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Letter To Shareholders:

A vear ago, we intraduced Live Smari, a new brand
promise to help our customers reduce their energy
usage and reloted costs, lower our own energy
consumption and increase our efforts in conservation
and sustainability. And todoy, it is needed more

than ever. In 2009, we remained a champion of that
philosophy In both our utility and nonutility businesses.
We launched our high-~efficiency notural gas appliance
rebate program in Ohio, partnered with subsidiary
Energy Systems Group (ESG) to bring online our electric
utility's first 100-percent-owned renewable elactric-
generation prolect and began recycling nearly all of
our eledric utility’s coal ash.

In living smart and working smart, we made the best

of a difficult yeor. The economic downturn had us
focused aven more on fiscal responsibility, and we
aggressively managed operating costs and tightened
capital dollars 1o ensure we met both shareholder and
customer expectations. The recession dampened utility
performance with reduced industrial demand, decreased
axcess power scales and lower residenticl load. Our
nonutility companies were also negatively impacted by
the economy, However, there were bright spots in both
our utility and nonutility operations that helped boost our
2009 financial performance, as well as many positives
that are setting the stage for a solid 2010,

2009 Financial Results

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

Vectren's 2009 utility eomings were $107.4 million,
compared to $111.1 million in 2008, The $3.7 million
decrease reflects lower large customer usage and lower
wholesale power sales — both results of the recession ~
mild cocling weather and an increase In depreciation
expense assaciated with rate base growth. Offsetting

2 Vectren 2009

these declines were increased revenues associated
with regulatory inftiatives, lower operating expenses
and some return in the market values asseciated with
invesiments related to benefit plans.

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

Vectren's Utilities
Natural Gas

The backbone of our company, our utilities, began
200% by receiving approval for a rate increase and
a straighi-fixed-variable rate design in Vectren's
Ohio service territory. The approval of this rate
design, which moves more volumetric charges into

a fixed monthly rate, was pivotal in launching our
customer energy efficlency programs, collectively
known as Conservation Connection, to our Ohio
residential and small commercial customers in April.
The new programs ended 2009 having provided
more than 3,200 rebates and energy saving
measures to Chio customers.

In Indiena, the natural gas Conservation Connection
initiatives continued their strong performance. Now
more than three years old, roughly 51,000 rebates
have been issued through our energy efficiency
programs. Collectively, customers have saved maore than
8.0 million therms, or $9.0 million, based on average
retail rates. These programs remain on trock to reduce
annual demand by 6.8 million therms by the conclusion
of the fifth year, which is the equivalent energy needed
to heat nearly B,000 homes each year.
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In September 2009, the Conservation Connaction
confact center, which became operational in December
2004 and provides customers with divect access to
energy efficiency experts by telephone, hit the
50,000-call milestone. In addition, the online energy
audit toal anded 2009 having had more than 250,000
customers accessing the weh-based resource since its
debut in late 2006. These tools and resources have given
customers the assistance needed to understand their
role in managing energy costs and lowering their bills.

Home weatherizatlon programs, which in 2009 received
millions of dollars in federal stimulus funds, cantinue

to be a pricrity of both siates to help customers

break the cycle of high energy costs. In Qhio, our
Project TEEM {Teaching Energy Effidency Measures)
program has weatherized nearly 2,300 homes since
2005 and has proven to demonstrate energy savings
between 20 percent and 25 percent. In Indiang,

Veciren'’s energy efficiency pragrams, colfectively known as
Conservation Connechion, ofler incentives, tools and tips to Veciren's
nearly one million nadural gas cusfomers and seon to Hs 140,000
electric cusiomers to belp them monage their energy costs, For
axample, in the winler it is recommended thot customers reverse
the flow of ceiling fars to force warm oir down info the room.

similar weatherization programs administered by local
community acfion agencies, when coupled with cur own
targeted weatherization program, further help ocur
customers manage their energy costs over the long term,

Electric

The end of the year brought our request to adjust
electric base rates for the Veciren South service
territory. We certainly recognize this is a challenging
economy in which to seek a rate increase, and we
worked dillgently ta minimize the rate impact. At the
same time, #he need o attract capital to provide the
service our customers require remains critical, The filing,
which was driven by the need to provide a fair return
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 that will allow us to implement

Veciran 2009 3
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the same purtnership that has been formed with
customers on the natural gas side of the business

to effectively lower consumption. Although we

had previously requested decoupled rates in an
independent filing in early 2009, the Indiana Utility
Regulatory Commission (IURC) concluded that we
should se2k decoupled rates as part of a general
rate case. At the same time, the IURC officially
approved a core set of energy efficiency programs
for Indiana’s electric utilities to be administered on a
statewide level, as well as a set of non-core programs
that will be administered by Vectren. Therefore, we
plan ta launch the Conservation Connectien initictive
on the electric side of the business this summer to
market the non-core programs. Initial offerings will
include recycling programs for outdated appliances
such as refrigerators, freezers and window air

longer just @ choice. It is o way of fife.

customers” energy comservafion ond efficiency iniliatives. Being “green’ is no

conditioners, as well as incentives for energy efficlent
new home and commercial building canstruction.

While helping customers practice energy effidency,

we ako remain focused on enhancing the efficiency of
our current generation units. We recently concluded

the installation of a dense pack, a turbine efficiency
enhancement technology, on our Warrick 4 gsneration
vnit. In addition, as part of our electric rate case, we
included a plan to install dense pack technology on two
units of our A,B. Brown pewer plant in Pasey County, Ind.
This $35-million project, which will be completed in two
phases over 2012 ond 2013, will enhance the effidency
of our existing equipment and further delay the need for
additional generation. By improving the efficiency, we
should be able to use less coal and reduce these units'
emissions, including carkon, by up to 5 percent.

Whether it is a residentiol on-site energy oudit provided by Vectren Source's

GreenStree} program or a commercial energy efficiency review provided by

Energy Systems Group, Veciren's nonulility businesses ore finding ways fo meef

4 Yectren 200%
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Sustainability

We're quite proud of Vectren's continved progress in
sustainability and envirenmental stewardship. Qur mosi
recent emissions-control project, the Warrick 4 scrubber,
which came online very early in 2009, concludes total
investments of maore than $410 millien over tha past
several years. As o result, Vectren's generation fleet

is now 100 percent scrubbed for sulfur dioxide, 90
percent cantrolled for nitrogen oxide and substantially
contralled for parficulate matter and o significant
porticn of mercury. This sets us apart from many other
electric utilities in Indicna s we are part of only 35
percent of Indiana’s generation expected to meet all
the proposed dir pollutant limits to be finalized in 2011,
These investments moke Vectren's generation fleet one
of the cleanest in the Midwest and directly improve the
air quality for our communities.

Two cther key projects came online in 2009 that further
examplify our focus on sustainability. in July, we cul

the ribbon on the Blackfoot Clean Energy Facllity In
southwestern Indiane. This landfili-gas-to-electricity
effort, which is Vectren Energy Delivery’s first renewable
energy plant, provides enough electricity to power
more thon 2,000 homes annually for 20 years by using
methane harnessed from decomposing trash to power
two 1.6 megawait (MW) turbines. This project, done

In partnership with Veclia Envirenmental Services, was
spearheaded by our wholly owned subsidiary, ESG,
which also has helpad design simllar plants across the
country that gather landfill methane and turn it into
useable natural gas.

Furthermore, the second phase of Fowler Ridge, o
Benton County, Ind., wind farm through which we have
a 50 MW wind power purchase agreement, began
generating electricity in late 2009. These projects,
combined with ancther 30 MW wind power purchase
agreement, allow our electric utility to meet nearly

5 percent of our customers’ energy needs with o
renewable energy porifolio of almost BS MW.

Another “green” project, which recently became fully
operational, represents a unique coal ash recycling
venture. The $20 million-plus investment will send up

to 200,000 tens of fiy ash per year to Geocycle US,
o wholly owned subsidiary of Haldm (US) Inc., for use
in cement manufacturing. The storage and conveyor
system cllows us to load nearly oll of the fly ash
produced at our Culley and Brown plants en barges
and send it to the Geccycle facility in Missourl rather
than placing it in local ash ponds.

Vectren's Nonutility Companies

Our nonutifity group continues to focus its efforts on
providing products and services closely related to our
core vtility aperations. Proudly, we can say that the
majority of cur operating companies are homegrown.

Enorgy Marketing and Servicas

The Energy Marketing and Services segment provicles
quality energy management products and services

to end-use customers = Proliance to industrial and
institutienal customers, and Source to residential and
smoll commercial end-users. The difficult economic
conditions, which irlggered lowear energy demand
across the country and caused natural gos prices to be
less voiatile than in recent years, negatively impacted
ProLiance'’s 2009 performance. However, the company
rebounded solidly toward the end of the year, and,
thus far, is off to a good start in 2010 with the help of
improved seasonal storage spreads,

Proliance confinues to add new services, more
analytical tools and assistance 1o customers in areas
such as helping them understand and report their
carbon footprint. These services helped Proliance
retain 96 percent of its customers in 2009 — 4 percent
better than the prior year — and have further aided in
increasing total customer count, which grew nearly 10
percent to almost 1,600 customers. As a testament o jts
commitment fo customers, Proliance was recently ranked
third out of 37 companies in the 2009 annual Masteo
Survey, which is the leading customer service survey in
the gas marketing industry.

Legging a recerd year from o financial performaonce
standpoint, Source added nearly 20,000 new customers
in 2009, more than a 10 percent increase, through



focused marketing and expanded resources and
capabilitles. In addifion, Source successfully bid in
lenuary 2010 to monage o pertion of Ohio naturcl
gas customers through Vectren Energy Delivery of
Ohio’s (VEDO) standard choice service auctien, which is
related to VEDO's process of exiting from the business
of buying natural gos for its customers. The demand
from this group of customers is equivalent to selling
natural gas directly to more than 30,000 customers and
allows Source to further build relationships directly with
end-use customers,

Scurce has alse launched a pilot program in the
greater Cleveland, Ohio, area that markels a
residential energy conservation service called
GreenSireet Solutions. GreenStreet’s professionally
trained energy advisors audit energy use in residential
setfings, propose solutions, provide investment/cost
savings analysis and help implement the upgrades.

If proven successful in Cleveland, the service may be
introduced to other markets.

Coul Mining

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

An efficient construction effort at the Coktown Mine 1
preparad it for production in the latter part of 2009;
however, the unfavorable market conditions prompied
us to postpone its opening until the first part of 2010. In
February 2010, we loaded the first rail cars with coal
for delivery to Vectren Power Supply and o prospective
customer. While we await an economic rebound that
shoutd stimulate coal demand, construction remains
underway on Qaktown Mine 2, which is set to open in
early 2011. Furthermore, we continue dialogue with
loeal and regional customers to help secure future
demand for Caktown coal,

& Vectren 2009

Energy Infrastructure Services

Miller, our underground pipeline construction and
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 fighten capital expenditure budgets. To help
improve financial resuits, Miller is working to improve
productivity, continving to expand geographicailly and
adding new customers.

On the positive side, bare steel and cast iron
replacement programs continue 1o receive regulatory
suppert in many states, and several current custamers
have announced such replacement programs. Leng term,
Miller foresees opportunities from the construction of
gathering systems and pipeline Interconnects that will
support the tronsportation of shale gas. Furthermore,
local municipals receiving federal stimulus money should
continue to benefit Miller’s Municipal Services division,
which provides trenchless waste water and sewer system
rehabilitation using several state-of-the-art technologies.

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

ESG, our performance contracting and renewable energy
project group, had record 2009 earnings that were driven
by growth In performance contracting focused on energy
effidency and renewable energy construction. ESG begon
2010 with a backlog of $70 million and hes o full pipeline
of patentiol projects to be developed throughout the

year. ESG is continving to develop a program ta parier
directly with local utilities to become their conservafion
and renewable energy contracter, This program is a direct
result of ESG's work with utilities as their subcontractor
under the federal “area-wide™ contracting mechanism

to develop energy conservation projects at government
facilities located within their territories. Currently, ESG is
exploring mere opportunities fo develop and manage
renewable energy projects. These innovative ventures
continue to be in high demand as the nation moves toward
d potential renewable energy mandate.
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Vectren's Quilook

Going Forward, it's evident that energy prices will
confinue to be a challenge for the Midwest and the
nation given the need for Infrastructure upgrades, new
electric transmission and cleon generation, as well as
the potential for a climate change bill that will lead
toward o carbon-constrained world. While we're
optimistic o new domesic source of natural gas — shale
gas — can help keep prices ot maderate levels, we still
believe that the absence of a full-fledged naticnal
energy policy may lead to natural gas, as a result of its
lesser carbon output, being the only short-term solution
to meet demand, especially when it comes to electric
generction. This cutcome will put increased pressure on
natural gas and likely force energy prices ta rise.

At the same time, we feel confident that these very
challenges can become opportunities for Vectren and
our subsidiaries. On the ufility side, decoupled rates
cllow us to strongly encovrage energy effldiency os

the most effective way to reduce energy costs. This
concenirated focus on finding ways to reduce energy
consumption will further positively impact our nonutility
companies Proliance, Source and ESG, all of which
offer comprehensive progroms to moncge energy costs.
And we're confident both Miller and ESG will benefit
from continued stimulus program support. Clearly, all
of these nctivities support our philosophy of developing
a strong utility core with supportive nonutility products
and services.

Last December marked the 50th consecutive year that
Vectren ond Its predecessars have increased the annual
dividends paid. For many viility shareholders, reliable
dividends provide a much needed source of income.
Regrettably, the current 15 percent dividend tax rote is
set to expire at the end of 2010, Therefore, we encouwrage
you to visit http://www.defendmydividend.org to let your
members of Congress know how important extending the
current dividend tax rate is to you.

Before we close, we need to give recognition to John
Diunn and Rick Rechter as both will refire from the
Vectren Board of Directors ait this year's anhual meeting.

Their profound vision, proven business leadership and
sound puidance have been instrumental to Veciren's
success, and we extend a sincere thank you for their
invalvable service and best wishas n retirament.

More than 10 years ago, two qudlity Indiona utilities
committed to form a more diverse energy company,
and on March 31, 2010, we will celebrate a decade of
Veciren. Now, we can look back and say the foundation
that was laid then has put us in a position fo continue
providing sofe and reliable energy service fo more
than one million utility customers and to expand our
Midwest nanutility footprint to Include the Southeast and
East Coast. Morecver, our ability 1o adapt readily in
the ever-changing energy industry and our Live Smar?
approach to partnering with customers to use energy
wisely will help us become stronger during the recession
recovery and continse to be one of the Midwest’s
leading energy companies.

M St

Niel C. Eilerbreok
Chairman & CEQ
Vaciren Corporation

Can? A,

Carl L. Chopman
President & COO
Vectren Corporation

February 26, 2010

Yechren 20

000000

o
~Q

Qo
w
N‘q
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Letter From The Chairman:

On Feb. 3, 2010, | announced my refirement from Vectren Corporation effective May 31, 2010. While |
am extremely proud of what has been accomplished at Vactren, it is time for me to step aside and let the
next generation of leadership take over. Ten years is o long time 1o serve as a public company CEQ, and |
strongly believe that the company and all of 1ts stakeholders witl beneflt from new ideas and new energy.
| am very pleased and honared to turn over the reigns to Carl Chapman, a longtime trusted colleague who
has the experience and wisdom to carry on the company's succaess.

During my tenure, |'ve witnassed the transformation of the utility regulatery paradigm through the
Implementation of o new rate structure for Heaslers and our Ohio customers that fosters energy efficlency
and helps customers both lower their bills and conserve precious energy resources. I've watched us invest
nearly a half-billion dollars into emissions control equipment that has drametically Improved the air quality
of southwestern Indiang, the place we call home. And, I've helped Veciren deepen its roots in the Midwest by
opening o new headquarters building in Evansville to further solidify our presence as one of a few publicly
fracded companies in Indiana.

As | reflect on 30 years at Vectren, | am most preud of our commitment to the communities we serve. | believe
in contributing to charities like the United Way and fostering a culture of employee volunteerism. | believe

In supporting annual traditions like the Vectren Dayton Air Show. | believe in serving as o key partner

in ushering in new businesses like Honda in Greensburg, Ind., or spearheading community support of a
much-needed city project like the Children's Museum of Evansville. Whether it be giving back to nonprofit
organizations through the Vectren Foundation, supporting economic development threugh human and
financial resources or walking the talk when it comes te our efforts in environmental stewardship, the Vactren
culture has adopted the philosophy of investing in cur communities — for the iong term.

It was hard work and, of course, a litte bit of luck that led me ta be the chairman and CEQ of such a
wonderful company. | am grateful to those who have served on Vectren's Board of Directors over the years
whose guidance and sound wisdom have helped keep Vectren and me on the poth of success. It was with
great sadness that we lost one of those directors, Dick Shymanskd, who passed awoy earlier this year and
who played a key leadership role for Vectren befare retiring from the board in 2009,

In closing, | must admit it is difficult for me to step down from what has
literally keen my life's work. | will miss the daily interactions with our
employees, the challenges that seem 1o come with increasing speed in
the energy industry and the opportunities te lead change for this fine
company. | will continue 16 serve as chairman of the board but now look
forward fo supporting Carl Chapman and the entire Vectren team in
achleving continued prosperity for the company and its stakeholders.

| thank you for your investment in Vectren, which, in some way, was an
investment in me. | am so very preud and appreciative of my fime with
this great company and its employees.

A/ oyt

Niel C. Ellerbrook
Chalrman and Chief Executive Officer

8 Veciren 2009
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Shareholder Information

Yectran comman stock is traded on the New York Stock Exchange under
the: symbol “VYC." As of December 31, 2009, there wera 81.1 million
shares outstanding, which were held by 9,630 registered shareholders,

Vectran's 2010 Annual Mesting will be held at 10 a.m. {Central Daylight
Tima], Wednesday, May 19, 2010, at Vectren's corporate headquarters.
Sharehalders of racord os of the dote of husinese on March 17, 2010,
will be eligible ta vote at tha maeting. A live audic webcast will also be
avallable at vectren.com.

Wells Farge Shareowner Services serves as the transfer agent and
reglstrar for Vectren common stock and can assist with a variety of stock-
related matters, including name and address changes, transfer of stack
ownership, lost certificates, dividend payments and rainvesiment and
Form 10995, Inquiries should be directad 1o:

Wells Farge Shareowner Services

FO Box 64854

St. Paul, MN 55164-0854

Telephone: [B&6) 614-2636

To centact Wells Farge via the Internet, go to
www.wellsfarge.com/contactshareownerservices

heded,

Registered share s can it information online at
vactrencom under Invester Relations or may contact Vectren directly at:

Shareholder Services
Jason E. Laughton

Tel: (BOD) 227.85625
E-mail: vvcir@vectren.com

Cash dividends of Yectren common stock ore considered quarterly by tha
board of direciors for payment on the first business day of March, June,
September and Dacember, Vectren and its predh 5 have incr d
anmual dividends paid for 50 consecutive years.

Dividands may ba dapesitad dirastly into a shareholder's bank accountd,
which allows for timaly and convenlent delivery of funds an poyment
date. To anroll in direct daposlt, contact Waells Fargo.

Registerad shareholders of Vactran Corporation con reinvest dividends
and purchase additional Vectren stock without having to pay brakeroge
commissions or service charges through Vactren's Automatic Dividend
Reinvestment and Stock Purchase Plon (DRIP). New investors wishing to
participate in the DRIP may moke an initial purchase of $500 or mere
directly through Vectren without having to poy brokerage commissions
or may transfer a minlmum of ana share from o brokerage account te a
registerad account at ‘Wells Fargo.

A copy of the prospactus and entoliment form con be found or
vectren.com under Investor Relations. To recelve o copy via mall, please
contact Wells Fargoe.

Deloitte & Touche, LLP
indlanapolis, indianc

Information pertaining 1o Veciren's corparate govemance including
corporate governance guidelines, code of conduct, charters and reports for
the commitiees of the boord of directors and insider transactions, ameng
other documents, can be found ot vectren.com under Investor Redettions.

Shareholders and other interssied rfies may confidentially

communicate directly with the Lead Direcler, Chair of the Audit
Comnittes or the non-emplayas directers as a graup by writihg to:

Lead Diractar / Audit Committee Chalr / Mon-Employee Directors
Vectren Corp

P.O. Box 3144

Evansville, Indiana 47731-3144

R
e AR T

Irstitutional investars and securitles analysts should direct Inquiries 1a:

Steven M. Scheln

Vice Presldent, Investor Relations
Tel: (812) 491-4209

E-maill: sschein@vectren.com

The Investor Relations sactlon of vectren.com provides instant accass 1o
the latest news releases and historical archives of annuel reports, SEC
filings, inancial presentaiions and much mora.

A paper copy of the Vedren Corporatien and/or Vectren Unility Holdings,
Inc., 2009 Annual Report on Form 10-K to the Securities and Exchange
Commission (excluding exhibits) may be chtained by shareholders free of
charge by written request ta Steven M. Schain, VP, Invester Relattons, P.O.
Box 209, Evansville, IN 47702; via e-mail request to vrcir@vedren.com ar
by calling (800) 227-8525.

Vectren has filed as exhibits 1o its Anvual Repert on Form 10-K for

the fiscal year ended December 31, 200?, the cartifications of its
CEQ and CFO required by Section 302 and 206 of the Sarbanes-
Oxley Act of 2002, Dyring 2009, Yectren submitted the Annuval CEQ
Certification required by Section 303A.12{a} of the New York Stock
Exchange Listed Company Manual.

Thiz document may contain forward-looking statements, which are based

on management's beliefs ond assumptions that derive from information
currently known by management. Veciren withes to coution reoders

thal actual results could differ materially from those contained in this
doe 1. More defciled infarmetion obout these factors is set forth in
Vectran's filings with the Seawrities and Exchange Commission, including
Veatren's 2009 annual report on Form 10-K filed on Februory 26, 2010.

This document is for information purpases only and is not infended for use
In cannaction with ony solickalion fo buy or sell securitfes.
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2" VECTREN

Live Smart

Corporate Headquartars
Veactren Corporailon

One Vediren Square
Evansville, indiana 47708
{812) 491-4000

www.vectren.com

Make Your Voice Heard.

Defend My Dividend is a national grassroots advecacy campaign that gives utility
Investars a powerful and unifled voice with the single misslon of moking permanent the
current 15 percent dividend tax rate beyond 2010. The campaign is spensored by
various associations, organizations and companies with the support of their members,
employees, retirees and shareholders.

Congress will soon decicdle whether 10 make permanent the current tax rate on dividend
income. Allowing it to expire would negatively impact millions of Americans who have
invested in utilities for their steady and secure source of income. Washington needs to

hear from youv along with other utility shareholdars. Together, we can make a difference.

For more information on how you can help protect your dividend income, please visit
w.DefendMyDividend.org.

Indiana Uility

- Shareholders
Assncidtinn

Get Invelved

The Indiana Utility Shareholder Association is a shareholder-run organization focused on
state and naticnal issues that specifically impact utility shoreholder value. The [USA will be
holding meetings throughaut the state, including the oppartunity to visit with state
legistators. To join, visit wwwi.lusaonline.org or call (866) 994.4872.

Help us Live Smanl.

You can make a difference by agreeing to receive future annual meeting material
electronically. This service saves on printing and mailing costs and reduces energy and
nafural resource consumption. Together, we all can make a difference.

To eled elecironic delivery, please mark the slection on your proxy card or
electronic farm of veting.

J:B Flewend Suurces

| R S
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thir woexd o ol wied in the production presea are grevn, harveshed and Fi 3 to kigh oo
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the ervivonoert — plecie recpce,
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Vectren At A Glance

Vectran Carporation is an energy holding company headquartered in Evansville, Indiana. Ovr
nonutility operations provide energy and energy-related services to customers throughout the
Midwest and Southeast and support our core utility operations of gas and electric services.

NATURAL GAS:

Vectren North Yectren Energy Delivery’s natural gas distribution businesses provide natural
Yectren South gas service 1o nearly one million customers in adijeining service territories
Yectren Energy Delivery of Ohio that cover nearly two-thirds of Indiana ang west cantral Ohio.

ELECTRIC:

Vectren Scuth Vectren Enargy Delivery’s electric transmission and distribution services provide

electricity to more than 140,000 customers In southwestern Indicna. Five coal-
fired eleciric generation units {1,000 MW) and six peaking turbines {295 MW),
supplemented with purchased power agreements that include wind energy,
provide the power to meet the needs of customers.

ENERGY MARKETING & SERVICES:

Prellance Energy Proliance's primary businesses indude gas marketing, gas portfolio
optimization, and other portfolio and energy management services
which are provided to a bread range of municipalities, utilitias, industrial
operations, schools, and healtheare institutions leceted througheut the
Midwest and Southeast.

Vectren Source Source provides natural gas and other related products and services in the
Midwest and Northeast to more than 170,000 resldential and commercial
austomers.

COAL MINING:

Vectren Fuels Fuels mines and sells coal to Vedren's utility operations and to other third parties

from its underground mine (Prosperity} and surface mine [Cypress Creek). Fuek
plans to open two new undergreund mines (Caktown 1 & 2) with production at
tha first one expected to hegin in mid-2009 and ot the second ane in 2010.

ENERGY INFRASTRUCTURE SERVICES:
Miller Pipeline Miller prevides underground pipeline construction and repair services for
natural gas, water and woastewater companies.

Energy Systems Group ESG provides energy-saving performance contracting by desioning fadility
Imprevements that pay for themselves from energy servings and operational
improvements. ESG also designs, constructs, manages and owns renewable
energy projects.
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Financial and Operating Highlights

Year ended December 31,

In millians, excep! per shore amownts 2008 2007 2006
Net income $£129.0 $143.1 $108.8
Retum on average common shareholders’ equity (RCE) 10.0% 11.9% 9.4%
Shares outstanding at year-end 81.0 763 76.1
Average shares outstanding for basic earnings 74.3 759 757
Per Common Share
Basic eamings $ 145 $ 1.8¢ $ 144
Dividends paid $ 1.3 $ .27 $ 123
Annval dividend rate at year-snd $ 134 $ 130 $ 1256
Book value $15.69 $16.97 $15.43
Market price gt year-end $ 25,01 $290.01 $28.28
Basic Earnings Dividends Paid Marke? Prica
Pur Share Per Shore A4 Year-End
$2.00 3145 §20.00
1.40

2 Vectran 2008
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Letter To Shareholders:

Live Smart, Simple words that have endless meaning.

For Vectren, it's the philosophy we have adopted in cur
partership with customers that promotes using energy
wisely in the unceriain fimes chead. In 2008, we modified
our mission statement and expanded ocur energy efficiency
programs and sustalnability efforts 1o reflect this new
cooperative envirenment. In addition, we officially changed

our brand to Live Smart.

This concept is spreading thraughout beth our utility and
nonutility businesses, Whether we're providing an incentive
for a residential customer to purchase o high-effidency water
heater, topping an Indiana landfill to harvest bio-fuel ar
tronsitioning owr energy delivery fleet to hybrid vehicles, our
goal is to become an Industry laader in helping customers
manage thelr energy usage as well as our own. This new
customer relationship will help us adapt to the ever-changing
energy business through innovative regulatory solutions and
an evolving business model that has helped us align our
intarests with thase of all our stokehelders.

20082 Financial Results

2008 was certainly a braak-through year from o customer
focus standpoint; however, from a financial perspective, we
encountered some challenges. Reported 2008 nat incoma
was $126.0 million, or $1.45 per share, compared o 2007
resulis of $143.1 million, or $1.89 per shure.

Vectren's 2008 utllity earnings were $111.1 million,
compared to $106.5 million in 2007, The $4.4 million
increcse was primarily due to a full year of base rate
changes in the Indiana service territories and increased
earnings from wholesale power operatfions. Increnses were
partially offset by Increased operating costs associcated with
maintenance and reliability programs contemplated in the
buse rate cases and less favorable weather in 2008. Over
the last 18 months, Vectren has brought to conclusion base

rate adjusiments in all of cur service territories, the most

recent being the Ohio rate order approved in January 2009.
Included in our natural gas rate arders are mechanisms that
gllow Yectren t¢ promote customer conservation efforts while
mairtaining and improving system reliability, These orders
also indude new rate designs that provide ¢ more stable

recovery of our fixed operating costs.

Vectren's 2008 nonutility earnings were $18.¢ million,
compared to $37.0 milllon in 2007, Earnings from our
primary nonutility operations, Energy Marketing and Services,
Coal Mining and Energy Infrastructure Services in 2008
were $24.8 million, compared to $33.7 million in 2007. Coal
Mining operated at a loss, and results were upproximataly
$6.6 million lower than the prior year due primarily to

lower production and increased roofing structure costs as

a result of revised Mine Safety and Health Administretion
regulatory guidelines that necessiterted changes to the mining
plom. Prolicnce Energy’s (Proliance) samings were $3.6
million lower than the prior year due to lower opercting
resulis as well as a reserve for a Federal Energy Regulatory
Commission motier pertaining to pipeline capacity release
policies. ProLiance has taken the corrective actions needed fo

assure that current ond future fransactions are in compliance.

The results from the other primary nonutility eperations
reflact record earnings from the performance contracting
and renewable energy construction operations of Energy
Systems Group (ESG) and the retall gas marketing
operations of Vactren Scurce. Miller Pipeline’s [Miller)
resulis were comparable to the prior year, which was a

record year for Miller.

Other nonutility businesses are comprised of legacy
investments, including investments in commercial real
estate. As ¢ result of the economy Impudting commercicl
real estate valves during 2008, the company recorded an
after-tax impairment charge of $5.9 millien associated

with these investments.
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Assisting Nolural Gas Customers

At the core of Live Smart are notural gas rate structures that
align the Interests of our uiilitles with those of our customers
and allow us 1o partner with them to use lags natural gas
while providing the utilities an opportunity to earn a fair
refurn. Accompanying the rate design in Indiana are energy
efficiency programs, known as Conservation Connection, that
have proven quite effective in reducing customers' energy
costs. In fact, since the program's inception in December
2006, Vactren has contributed approximately $B.8 million
toward Indiana customers’ energy sfficiency efforts, which
are projected 1o reduce their energy bills in excess of

$30 million over the next 15 years.

In Chio, we have positioned aurselvas to duplicate the
successful Indiana efforts. Included in our recent Ohic rote
order was the approval for the expenditure of up 1o $5
milllon annually for customer energy efficlency progroms.

4 Vaciren 2008

The programs, which will debut in April, indude rebate
offerings on high-efficiency notural gos appliances for
residential customers and incentives for small business owners.
In addition, Vectren received authority to continue its low-
income weatherization program, which provides free home
weatherization services to qualifying customers to help lower
their natural gas bills.

Also, we agreed to replace the decoupling mechanism in

our Ohio service ferritory with a straight fixed variable rate
design, which was implemented In February, After a one-year
phase in period, this rate structure will recover the company’s
fixed distribution costs through a flat manthly customer charge
vather than based on customers’ usage. This allows Yeciren

to promote ways to use less natural gas, which will have the
greatest impad on reducing customers’ overall natural gas

hills since approximately 70 percent of the bill represents the

commodity cost of the gas.
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Another key Ohio inftiofive that begon in 2008 was the
process of exiting the merchant function. When this multi-
year transition is fully approved by Chio regulaters, Vectren
will no longer buy natural gas far any of its customers who
Instead will purchase the gas commodity from o regulater-
approved list of suppliers, This will provide customers more
pricing options and additional services through varicus
suppliers and allow Vedren to focus on the safe and reliable
dalivery of natural gas,

Throughout both states in 2009, we will continue specific
programs ta madintain ond upgrade our natural gas delivery
infrastructure. These long-term, copital-intensive projects are
vital to maintaining the safety and reliobility of Vectren's
20,000-mile pipeline system.

New Eleciric Landscape

On the electric side, we are working aggressively to
implement the same approach to energy efficiency. Working
with Indiana regulotors, Vedren is pursuing an eledric
decoupling mechanism that will, just as in cur gas business,
allgn our interests with those of the customers to promote
using less energy. A package of rebate offerings and
afficient lighfing initiatives is planned to assist customers in
their efforts ta be energy efficient and is projected to save
nearly 100,000 megawat-hours [MWh) over the initial
three-year period. We're hopeful this regulotory pfocess con
be succassfully completed by summer 2009.

In addition to cur efforts to promote effident use of
electricity, we have begun utilizing local sources of renewable
power. This past summer Veciren purchased 30 megawatis
{(MW] of generation from a Benton County, Indiana, wind
farm; and in early 2009, we filed for regulatory approval to
add another 50 MW from o neighbering Benton County wind

Installing programmable thermostats. Seaking windows
and doors. Turning of unused elecironics. Cumuldively,
even these smoall adjusiments can make o big difference.
Vectren’s utilities are posifioned o help customers use

energy wisely.

farm. Also, our electric utility has received opproval from
Indiana regulators to purchase a local project developed by
aur subsidiary ESG that fakes londfill methane and converts it
to electricity, and the utility is now in the process of finalizing

due diligence.

Longer-term, we will continve our efforts fo minimize our
carbon foatprint and prepare our utilities, especially

on the electric side, for patential carbon legislation.
Although there are mony unknown variakles surrounding
details and timelines of the anticipated legislation, we
are already 1oking proactive steps to better address

the available opportunities for improvement within our
company. Such efforts include investing in renewable
anergy projects and upgrades to boost the generation
efficiency of our steam turbines, which in turn will

require the burning of less coal. Additionally, we have
the flexibility to modify the level of our participation

In the wholesale power markets to reduce overall
emissions and reduce costs related to complying with new
environmental regulations. We also are analyzing various
impacts potential environmental legislation could have on
customers' energy bills,

Sustainability and Safety Efforts

Qur utilitias have completed a number of sustainability and
energy efficiency efforts of their own. We signed a 10-
year agreement In May to provide up to 200,000 tons per
year of fly ash, a by-product of our coal-fired generation,
to Geocycle US, a wholly owned subsidiary of Holcim (US)
Inc., for use in cement manufacturing starting in late 2009, To
support this agreement, Vectren has embarked on o major
project fo construct storage, conveyer and loading equipment
to transport fiy ash from our generating stations by river
barges to Geocycle US's fadlity in Missouri.

Vactren 2008 §
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in January 2009, we introduced six hybrid bucket rucks

to our fleet 1o help reduce fuel costs and lower our carbon
faotprint in our electric service territory. Combined with other
hybrid vehicles already in Yedren's flset, we estimate annual
savings of more than 13,000 gallons of fuel and reduced
carbon dioxide emisslons of 110 tons per year, which Is
equivalent 1o removing 20 vehicles from the road.

These types of projects fit naturally with our pledge to help
customers Live Smart and use energy wisely. We are doing
the same things we are asking our customers fo do, and we
are confident you will see many more efforts in the coming
years to help ensure the way we operate our business aligns

with our mission.

In 2008, Vaciren recorcled the best overall safety

record in ifs history, improving upon the company’s 2007
perfermance when Veciren's Occupational Safety and Health
Administration recordable incidence rote was best-in-class
compared to peers by the American Gas Association. Our
employees have worked hard to find the right combination
of safaty awareness and accountabiiity to moke for o safe
work environment. What we have discovered is that there is
ne magic formula to improve our safety record but rather a
continvous process of keeping safety at the forefront of our

businass every day = not an afterthought.

Helping Nonutility Customers

No less Important to our customer energy effidency efforts are
Veciren's nonutllity subsidicries. ESG had another successful

year in both the performance contracting arena os well asin

ifs progress in creating innovative renewchble energy projects.
The company signed o number of performance contrads to

help various government, nonprofit and education institutions
dramatically at energy costs and vltimertely reduce their
callective carbion footprints through fodility upgrades and energy

6 Vectren 2008

efficiency overhauls, Examples indude a $21-milion effort with
the University of Arkonsas to overhaul 56 huildings throughout its
Fayeteville compus and a $17-milion parinership with the U.S.
MNavy to renovate seven naval stations.

On the renewable energy front, ESG has constructed ond

is operafing the first bio-fuel generated power source in
seuthwestern Indiana, which is being sold to Veciren's utility.
Located at the Veclia Environmental Services landfill in Pike
County, this 3.2 MW sustainability project will power up to
2,000 homes and by capturing the landfill gos will provide
an environmental benefit equivalent to planting 27,000
acras of forest, ESG also owns and operates a landflll
project in Johnson City, Tennessee, and is designing, building
and will operate a project just outside Atlanta, Georgia.
Both of these projects convert landfill methane to higher
quality natural gas that then can be used by local customers,

On the natural gas management side, Yectren's subsidiary,
Proliance, provides services to o broad range of municipalities,
ufilities, industrial and commercial eperations, schools and
healthcare insfitutions throughout the Midwest and Southeast
that offer ways to help dients manage their energy costs, For
example, customers wanting assistance in mifigating the price
risk assodiated with buying natural gas can participate in an
oggregate price management program, Tn which Proliance
helps manage gos supply and price volatility.

Prollance also provides energy audits to customers who

wish to reduce thelr energy consumption, Energy auditors
thoroughly examine the client's facility to determine how
snergy is baing vsed and make recommendations for changes
that can be made to improve energy efficiencies, Through the
use of monitoring equipment, qustomers have the ability to
benchmark the hefore-and-ofter effects of implementing the
suggested changes.

Vaciren's subsidiary, Energy Systems Group, helps its
clients improve their energy efficency ond advance their
sustainability inifiafives through facility upgrades that
pay for themselves from energy savings and eperational
improvements. As an example, at ihe University of
Arkonsas’ Fayeiteville campus, ESG i instalfing more
efficient lighfing and HVAC systems in classroom
bwildings, ameng many other renavations,
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Other Primary Nonutility Opsrations

Although 2008 results from coal mining operations were
disappeinting financially, we are confident that 2009 will

be an improvad year for this business. We are set to open
the first of fwo new underground mines in Knox County,
Indlang, by mid-2009 and onticipate nearly 1.4 million tons
of additional coal productian this yaar. Demand for lllinols-
Basin caal has been strong, allowing us to contract 90 percent
of aur total 2009 expected praduction with 70 percent ot
significantly improved pricing. Upen completion of the sscond
mine in early 2010, Fuels wili employ approximately 750
contract miners and is projected to produce approximately
20 percent of Indiana’s coal supply, all within 50 mites of 13

cool-fired plonts in the southwestern Indianc region.

Miller's success in the utility pipeline construction business has
been fueled by a need for Infrastructure upgrades in the
natural gas, water and wastewater Inclustries, As o partner of
many utilities throughout the Midwest, Scutheast and Attantle
states, including Yectren's utilities, Miller is positioned well fo
bid for contracts on a number of key infrastructure expansion
projects and bare steel and cast iron replacement efforts,

as utilities increase capital expenditures when current credit
markets begin to correct.

Looking Forward
It goes without saying thot 2009 will be a challenging year
for our customers given the economic downturn that has left

no one’s life untouched. Although natural gos prices have

Vectren 2008
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fallen 10 lavels not seen since aarly 2001, energy bills will
continue to be a burden, especially to those households
that are managing job losses or other financial hardships.
For customers who are focing these challenges, we have
encouraged them to contact us, so we may assist with a
number of tocls and resources to help reduce their energy
consumption and manage costs.

‘Whila the economic environment ahead is uncertain, Vectren's
care uiility business pravides a solid foundation for long-
term growth. Over time, needed infrastructure investments,
combined with significant cost contrels, will continve to be key
drivers of ufllliy results. Future nonutitity results should hove
numerous opperiunities for improvement. New, higher, market
priced coal contracts end additional produetion from the new
Caktown mines and from the reconfiguration ot Prosperity
mine will boost results af Fuels. Proliance is positionad fo
optimize arbitrage opportunities created by price differences
across its stornge assets and various pipelines, The American
Recavery and Reinvestment Act should provide for the
investment of billions of deollars in utility infrastruciure, energy
effidency ond renewable energy projects that will benefit
Mitler ond ESG.

Given the uncertainty of the econamic downten, we have
initiated aggressive cost-cutting measures 1o manage our
operating and maointenonce expenses. Access to fulure capital
markets Is unclear, and for now, we have reduced the number
of planned capital projects. However, we have recenily been
successful in aftracting caphtal 1o meet o growing need for
infrastructure investments and we continue to strategize about
restoring some projects that are nseded and may benefit from

stimulus measures.

2008 marked the 49" consecutive year annval dividends
paid have increased, and in December, the dividend rute was
incraased 3.1 percent. For mony utifity sharehotders, reliable
dividands, such ns Vedren's, provide a much needed source
of income to pay everyday bills. Regrettably, the current 15
percent dividend tax rate Is set fo expire at the end of 2010,
Defend My Dividend is a national grassroots campaign that

& Vectren 2008

gives utiliry investors a powerful and unified voioe in on effort to
make the current dividend tax rate permanent. We encourage
you to visit www.defendmydividend.com to let your local and
state representatives know how importont lower dividend taxes

are fo you.

Indicna shareholders should also take time to join the Indiana
Uniltty Shareholder Association, This newly-founded organization
focuses on state and notional lssues that impact utility shareholder
value and can be found on the Internet at www.ivsaonfine.org.

Before diosing, we would like to give our personal thanks
and gratitude 1o Dick Shymanski whe will retire from the
Board of Directors when his term expires this May. His vision
and leadership have served sharsholders well in guiding
Vectren's success for the last 20 years, and we wish him

the very best in his retirement. Additionally, the Board has
nominated for election Carl Chapman, Vectren’s president
and chief operating officer, whose 24 years of service with
the company will continue to be a valuable asset.

These difficult economic times will test our management teom
like never before. We feel confident in the ability of our
teom of executive leaders to effectively balance the needs
of all our stakeholders while pursuing improved finandal
perfermance. In both living smart and working smart, we con
help customers efficiently manage energy costs and ensure
Vectren meets the challenges that lay ahead,

Niel C. Ellerbrook
Chairman and Chief Executive Officer

Canl L. Chgpman

Corl L. Chapman
President and Chief Operating Officer

February 19, 2009
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Shareholder Information

Common Stock Data

Veciren common stock is fraded on the New York Stock Exchange under
the symbol “VVC". As of Decembaer 31, 2008, there were 81.0 million
shares outstanding, which were held by 10,039 registerad sharsholders.

Annual Mesfing of Sharehoklers

Vectren’s 2009 Annval Meeting will be held at 10 &.m. {Central Daylight
Tima), Wednesday, May 13, 2009, of Vectren's corporate headguarters.
Sheraholders of record as of the dose of business oh March 13, 2009,
will be eligible to vote at the meeting. A live oudic-webcast alse will be
available at Vectran.cam.

Transfer Agent and Registrar

PNC/Mational City Bonk serves as the transfer agent and registrar for
Vectren common skeck and can assist with a variety of stock-related
matters, including name ond address changes, fransfer of stock
ownership, lost cerfificates, dividend payments and reinvestment and
Form 10995, Inguiries should be diracted fo:

PNC,/Maticnal Ciry Bank

Sharehclder Services Operctions

P.O. Box 24980

LOC 01-5352

Cleveland, Ohio 44101-4980

Tel: {800} 622-6757

E-mail: shareholder.inguiries@nationalcity.com

Registered shoreholders can access account information eonline at
vectren,com under Invesior Relations or may contact Vectren directly ot

Shareholder Services
Jason E. Laughton

Tel: {800} 227.8625
E-mail: vvcir@veciren.com

Dividends and Direct Deposit

Cash dividends of Vectren common stock are considered quarterly by the
board of directors for payment on the first business day of March, Jung,
Septambar and Dacember. Vectren and ks predecessors have increased
annual dividends pald for 49 consecutive years,

Dividends may be deposited directly info a shareholder's bank accound,
which cllows for timely and convenient delivery of funds on poyment
date, To enrall in direct deposit, contact PNC/Nationul Clty Bank or visit
Vectren.com under Investor Relations,

Dividend Reinvesiment and Optional Cash Purchases

Registered sharehclders of Yectren Corporation can reinvest dividends
and purchase additional Yectren stock without having to pay brokerage
commissions or service charges through Yectren's Automatic Dividend
Reinvestment and Stack Purchase Plan {DRIP). New investors wishing to
participate in the DRIP may moke an inifial purchase of $500 or more
directly through Yecren without having to pay brokerage commissions
or servica charges or may transfer a minimum of ane shore from a
brokerage account to a reglstared account a1 PNC/National City Bank.

A copy of the prospectus and enrollment form can be found of Vectren.com
vnder Investor Relations. To recelve a copy via mall, please contact PNC/
Naticnal City Bank,

Corporate Governance

Information pertoining to Vedren's corporate governance including
corparats governaace guidelines, coda of conduet, charters and reporis for
the commlitaas of tha Board of Directors and inslder transactions, among
other documants, can be found al Veciren.com under Investor Relations.

Communication o Non-smployee Divectors

Shareholders and other inferested parties moy confidentially
communicate directly with the Lead Director, Chair of the Audit
Commitiee or the non-employee directors as ¢ group by writing to:

Lead Director / Audit Committee Chalr / Non-Employee Directors
Veciran Carp

P.O. Box 3144

Evansville, Indiana 47731-3144

Independent Registered Public Accounting Firm

Deloitte & Touche, LLP
Indianapolis, Indiana

Investor Relations
Institutional Investors and securities analysts should direct inquiries to:

Steven M, Schein

Vice Presicent, Investor Relations
Tek (812) 491-420%

E-mail: sscheini@vactran.com

Requasts for Materials

The Investor Relations section of Vectren.com prevides instant cecess to
the katest news releases and historical orchives of annval reports, SEC
filings, Anancial presentations and much more.

A papar copy of the Vedrsn Corporafion and/or Vaciran Uiliity
Holdings, Inc., 2008 Annual Repart an Form 10K to the Securities
and Exchange Commission {(excluding exhibis) may be obiained by
shareholders free of charge by written request fo Steven M. Schein, V.P,
Investor Relofions, PO, Box 209, Evansvilla, IN 47702; via e-mail
request o vveir@vetiren.com or by calling (800) 227-8625.

Certificates

Vectren has filed as exhibits 1o its Annual Report on Form ¥0-K for
the fiscal year endad Dec. 31, 2008, the certifications of 15 CEO and
CFO required by Section 302 and 904 of the Sarbanes-Oxley Aci of
2002. During 2008, Vectren submitted the Annval CED Certification
requirad by Section 303A.12{a) of the New York Stock Exchange
Listed Compony Manual.

Forward Looking Statermnent

This decumant mery contaln forward-looking statements, which are based
on mancgement's bellefs and assumptions that derive from information
currently known by management. Vectren wishes to coution readers

that actual resylts could differ materdally from those contained in this
document. More detailed information about these factors is set forth in
Vectren's filings with the Securifies ond Exchange Commission, including
Vectren's 2008 annual repert on Form 10-K filed on Fabruary 19, 2009.

This document is for information purpases only ond is not inlended for use
in connection with any solicifalion ta buy or sell securities.
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EXHIBIT C-2

SEC FILINGS

Vectren Source does not submit 10-K Filings. Therefore, the 10-K Filing for the period
ending December 31, 2009 for Vectren Corp. is attached hereto.

{C30958:2 }
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

{Mark One})

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the fiscal year ended December 31, 2009

OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
For the transition period from fo

Commission file number; 1-15467

VECTREN CORPORATION
{Exact name of registrant as specified in its charter)
INDIANA 35-2086905
{State or other jurisdiction of incorporation or organization) (IRS Employer Identification No.)
One Vectren Square 47708
(Address of principal executive offices) {Zip Code)

Registrant's telephone number, including area code: 812-491-4000

Securities registered pursuant fo Section 12(b) of the Act:

Title of each class Name of each exchange on which reqistered
Common - Without Par New York Stock Exchange

Securities registered pursuant fo Section 12(g) of the Act: NONE

Indicaite by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
YesBd Noo

Indicate by check mark if the registrant is nof required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes O
No
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Indicate by check mark whether the registrant (1) has filed all reports required {o be filed by Section 13 or 15{d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such sharter period that the registrant was required fo file such

reports), and (2) has been subject to such filing requirements for the past 90 days. Yes B, No O

Indicate by check mark whether the regisirant has submitted electronically and posted on its corporate Web site, if any, every
Interactive Daia File required io be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12

months (or for such shorter period that the registrant was required fo submit and post such files). Yes O No OO

Indicate by check mark if disclasure of definquent filers pursuant to liem 405 of Regulation S-K is not conlained herein, and will
not be contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated by reference in

Part Il of this Farm 10-K or any amendment to this Form 10-K. O

Indicate by check mark whether the registrant is a large accelerated filer, an acceleraled filer, a non-accelerated filer, or a
smaller reporiing company. See the definitions of "large accelerated filer,” “accelerated filer™ and “smaller reporting company” in
Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Bd Accelerated filer O
Non-accelerated filer O Smaller reporting company O
{Do not check f a smaller

reporling company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes 1 No ¥

The aggregate market value of the voling and non-voting common equity held by non-affiliates compuied by reference fo the
price at which the common equity was last sold, or the average bid and asked price of such common equity, as of June 30,
2008, was $1,889,960,254.

Indicate the number of shares outstanding of each of the registrant's classes of cormmon stock, as of the latest
practicable date.

Common Stock - Without Par Valus 81,152 870 January 31, 2010
Class Number of Shares Date
10
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Documents Incorporated by Reference

Certain information in the Company's definitive Proxy Statement for the 2010 Annual Meefing of Stockhokders, which will be filed
with the Securities and Exchange Commission pursuant to Regulation 14A, not later than 120 days after the end of the fiscal
yeat, is incorporated by reference in Part il of this Form 10-K.

Definitions

AFUDC: allowance for funds used during construction MISO: Midwest Independent System Operalor

ASC: Accounting Standards Codification MW: megawatts

BTU/MMBTU: British thermal units / millions of BTU MWh / GWh: megawatt hours / thousands of megawatt
hours (gigawatt hours)

FASB: Financial Accounling Standards Board NERC: North American Electric Reliability Comporation

FERC: Federal Energy Regulatory Commission OCC: Ohio Cffice of the Consumer Counselor

IDEM: Indiana Depariment of Environmental QUCC: Indiana Office of the Utility Consumer

Management Cotinselor

WRC: Indiana Utility Regulatory Commission PUCQ: Public Utilities Commission of Ohio

IRC: Intemal Revenue Code USEPA: United States Environmental Prolection
Agency

MCF / BCF: thousands / billions of cubic feet Throughput: combined gas sales and gas
transpertation volumes

MDth { MMDth: thousands / millions of dekatherms

Access to Information

Vectren Corporation makes available all SEC filings and recent annual reporis free of charge through its website at
www.vectren.com as soon as reasonably practicable after electronically fling or furnishing the reports o the SEC, or by request,
directed to Investor Relafians at the maifing address, phane number, or email address that follows:

Mailing Address; ' Phone Number: Investor Relations Contact:
One Vectren Square {812) 491-4000 Steven M. Schein
Evansville, [ndiana 47708 Vice President, Investor Relations
sschein@veciren.com
M
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PARTI
ITEM 1. BUSINESS

Description of the Businass

Vectren Corporation (the Company or Vectren), an Indiana corporation, is an energy holding company headquartered in
Evansville, Indiana. The Company’s wholly owned subsidiary, Vectren Utility Holdings, Inc. (Utility Holdings), serves as the
intermediate holding company for three public utilities: Indiana Gas Company, Inc. (indiana Gas or Vectren North), Southem
Indizna Gas and Electric Company (SIGECO or Vectren South), and the Chio operations. Utilify Holdings also has other assets
that provide information technolagy and other services fo the three uliliies. Utility Holdings' consolidated operations are
collectively refened to as the Utility Group. Bath Vectren and Uiility Holdings are holding companies as defined by the Energy
Policy Act of 2005 (Energy Acl). Vectren was incorporated under the laws of Indiana on June 10, 1999,

Indiana Gas pravides energy delivery services to over 567,000 natural gas customers located in central and southern Indiana.
SIGECC provides energy delivery services to over 141,000 electric customers and approximately 111,000 gas customers
tocated near Evansville in southwesiern Indiana. SIGECO also owns and operates electric generation assefs fo sefve its
electric customers and optimizes those assets in the wholesale power markel. Indiana Gas and SIGECO generally do business
as Vecfren Energy Delivery of Indiana. The Ohio operations provide energy delivery services to approximately 315,000 natural
gas customers located near Dayton in west central Ohio. The Ohio operations are owned as a tenancy in common by Vectren
Energy Delivery of Ohio, Inc. (VEDQ), a wholly owned subsidiary of Utility Holdings (53 percent ownership), and Indiana Gas
(47 percent ownership). The Ohia operations generally do business as Veciren Energy Delivery of Ohio.

The Company, through Vectren Enferprises, Inc. (Enferprises), is involved in nonutility acivities in three primary business areas:
Energy Marketing and Services, Coal Mining, and Energy Infrastructure Services. Energy Marketing and Services markets and
supplies natural gas and pravides energy managerment services. Coal Mining mines and sells coal. Energy Infrastructure
Services provides underground construction and repair services and performance contracting and renewable energy services.
Enterprises also has other legacy businesses that have invesied in energy-related opportunities and services, real estate, and
leveraged leases, among other investments. These operations are collectively referred to as the Nonutility Group. Enterprises
supports the Company’s regulated utilities pursuant to service contracts by providing natural gas supply services, coal, and
infrastructure services.

Narrative Description of the Business

The Company segregates its operations info three groups: the Uillity Group, the Nonutility Group, and Corparate and Other, At
December 31, 2008, the Company had $4.7 billion in total assets, with $3.8 billion {82 percent) attributed to the Utility Group
and $0.8 billion (18 percent) attributed to the Nonutility Group. Net income for the year ended December 31, 2009, was $133.1
millions, or $1.65 per share of common stock, with net income of $107.4 million attributed to the Ulility Group, $25.8 million
attributed to the Nonutility Group, and a net loss of $0.1 million atiributed to Corporate and Other. Excluding the impact of a
charge recorded in 2009 discussed in Note & in the Company’s Consolidated Financial Statements included under “ltem 8
Financial Statements and Supplementary Data” totaling $11.9 million after tax, or $0.15 per share, related to ProLiance
Holdings, LLC’s (ProLiance) investment in Liberty Gas Storage, for the year ended December 31, 2008, there was consolidated
net income of $145.0 million, or $1.80 per share. Net income for the year ended December 31, 2008, was $129.0 miflion, or
$1.65 per share of common stock. For further informafion regarding the aclivities and assets of operating segments within
these Groups, refer to Note 13 in the Company’s Consolidated Financial Statements included under “ttem 8 Financial
Statements and Supplementary Data.”

Following is a more detailed description of the UHility Group and Nonutility Group. Corporate and Other operations are nof
significant.
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Utility Group

Tha operalions of the Uiility Group consisi of the Company's regulated operafions and other operations that provide information
technology and other support services to those regulated operations. The Company segregates iis regulaied operafions info a
Gas Utility Services operating segment and an Electric Utility Services operating segment. The Gas Ulility Services segment
includes the operations of Indiana Gas, the Chio operations, and SIGECO's natural gas distribution business and provides
natural gas distribution and transportation services to nearly two-thirds of Indiana and to west central Ohio. The Electric Utility
Services segment includes the operations of SIGECO's electric fransmission and distribution services, which provides elecfric
distribution services primarily fo southwestern Indiana, and the Company's power generating and wholesale power operations.
In total, these requlated operations supply natural gas and/or electricity to over one million customers. The Utility Group's other
operations are not significant,

Gas Wikty Services

At December 31, 2009, the Company supplied natural gas service to approximately 993,100 Indiana and Chio customers,
including 907,500 residential, 84,000 commercial, and 1,800 industrial and other confract customers. Average gas ufility
customers served were approximately 981,300 in 2008 and 986,700 in both 2008 and 2007.

The Company's service area contains diversified manufaciuring and agriculiure-related enferprises. The principal industries
served include automoltive assembly, parts and accessories, feed, flour and grain processing, metal castings, aluminum
products, appliance manufacturing, polycarbonate resin (Lexan®) and plastic products, gypsum products, electrical equipment,
metal speciallies, glass, steal finishing, phammaceutical and nutritional products, gasoline and oil products, ethanol and coal
mining. The largest Indiana communities served are Evansville, Bloomington, Terre Haute, and suburban areas surmounding
Indianapolis and Indiana counties near Louisville, Kentucky. The largest community served outside of Indiana is Daylen, Ohio.

Revenues

The Company receives gas revenues by selling gas directly to customers at approved rates or by fransporfing gas through its
pipefines af approved rates to customers that have purchased gas directly from other producers, brokers, or marketers. Total
throughput was 184.5 MMDth for the year ended December 31, 2009, Gas sold and fransported to residential and commercial
customers was 106.5 MMDth representing 58 percent of throughput. Gas transported or sold to industriat and other contract
customers was 78.0 MMDth representing 42 percent of throughput. Rates for fransporting gas generally provide for the same
margins eamed by selling gas under applicable sales tariffs.

For the year ended December 31, 2008, gas utifity revenues were approximately $1,066.0 million, of which residential
customers accounted for 68 percent and commercial 26 percent. Industrial and other coniract customers account for only &
percent of revenues due ta the high number of transpartation customers in that customer dass.

Availability of Natural Gas

The volume of gas sold is seasonal and affecled by variations in weather conditions. To mitigate seasonal demand, the
Company's Indiana gas iifities have storage capacity at seven active underground gas storage fields and six liquefied
petroleum air-gas manufaciuring plants. Periodically, purchased natural gas is injected info storage. The injected gas is then
available to supplement contracted and manufactured volumes during periods of peak requirements. The volumes of gas per
day that can be delivered during paak demand periods for each ulility are located in “ttem 2 Properties

Natural Gas Purchasing Acfivity in Indiane

The indiana utilites also contract with its affiliate, ProLiance Holdings, LLC {Proliance), to ensure availability of gas. Proliance
is an unconsolidated, nonudility, energy marketing affiliate of Vectren and Citizens Energy Group (Citizens). (See the discussion
of Energy Marketing & Services below and Note 5 in the Company’s Consolidated Financial Statements included in "Hem 8
Financial Statements and Supplementary Data” regarding transactions with ProLiance). The Company also prepays ProLiance
for natural gas delivery setvices during the seven months prior to the peak heafing season in fieu of maintaining gas storage.
Vectren received regulatory approval on April 25, 2006 from the IURC for ProLiance to continue to provide natural gas supply
services fo the Company’s Indiana utilities through March 2011,
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Natural Gas Purchasing Activity in Ohio

As a result of a June 2005 PUCO order, the Company established an annual bidding process for VEDO's gas supply and
portiolio administration services. From November 1, 2005 through September 30, 2008, the Company used a third party
provider for these services. Prior to October 31, 2005, ProLiance also supplied natural gas fo Utility Holdings’ Ohio operations.

On April 30, 2008, the PUCO issued an order adopting a stipulation involving the Company, the OCC, and other inferveners.
The order approved the first two phases of a three phase plan to exit the merchant function in the Company's Ohio service
tertitory.

The initial phase of the plan was implemented on October 1, 2008 and continues through March 31, 2010. During the initial
phase, wholesale suppliers that were winning hidders in a PUCO approved auction provide the gas commadity to VEDO for
resale fo its residential and general service customers at auction-determined standard pricing. This standard pricing is
comprised of the monthly NYMEX setdement price plus a fixed adder. On October 1, 2008, the Company transferred its natural
gas inventory at book value to the winning bidders, receiving proceeds of approximately $107 million, and now purchases
naturai gas from those suppliers (one of which is Vactren Retail, LLC, a wholly owned subsidiary of Veclren) essentially on
demand. This method of purchasing gas eliminated the need for monthly gas cost recovery (GCR) filings and prospecive
PUCO GCR audits.

The second phase of the exit process beging on April 1, 2010, during which the Company will no longer sell natural gas directly
to these customers. Rather, state-certified Competitive Retait Natural Gas Suppliers, that are successful bidders in a second
requlatory-approved auction, will sell the gas commadity to specific customers for 12 manths at auction-determined standard
pricing. That auction was conducled on January 12, 2010, and the auction results were approved by the PUCO on January 13.
The plan approved by the PUCO requires that the Company canduct at least two auctions during this phase. As such, the
Company will conduct another auction in advance of the second 12-month term, which will commence on April 1, 2011,
Consistent with current practice, customers will continue la receive one bill for the delivery of naturat gas service.

Inthe last phase, which was not approved in the April 2008 order, it is contemplated that all of the Company’s Chia residenial
and general service customers will choose their commodity supplier from state-certified Competitive Retail Natural Gas
Suppliers in a competitive market.

The PUCO has also provided for an Exit Transition Cost rider for the first two phases of the transition, which allows the
Company to recover costs associaled with the transition, and it is anticipated this rider will remain in effect throughout the entire
transition. Since the cost of gas is currently passed through to customers during phase one and two through a PUCO approved
recovery mechanism, the impact of exiting the merchant function should not have a material impact on Company eamings or
financial condition.

Totel Naturef Gas Purchased Volumes

In 2009, Utility Holdings purchased 97,682 MDth volumes of gas at an average cost of $5.97 per Dth, of which approximately 76
percent was purchased from ProLiance, 4 percent was purchased from Veeciren Retail, LLC (d/b/a Vectren Source), as
discussed above, and 20 percent was purchased from third party providers. The average cost of gas per Dih purchased for the
previous four years was $9.61 in 2008, $8.14 in 2007, $8.64 in 2006, and $9.05 in 2005.

Electric Utility Services

At December 31, 2009, the Company supplied eleciric service to approximately 141,400 Indiana customers, including
approximately 122,900 residential, 18,400 commercial, and 100 industriat and other customers. Average elechic utifity
customers served were approximately 140,900 in 2009; 141,100 in 2008; and 140,800 in 2007.

The principal industries served include polycarbonate resin (Lexan®) and plastic products, aluminum smeling and recyciing,
aluminum sheet products, automofive assembly, steel finishing, appliance manufacturing, pharmacetical and nutritional
products, aufomotive glass, gasoline and oil products, ethanol, and caal mining.

Revenues

For the year ended December 31, 2009, retail electricity sales totaled 5,039.7 GWh, resulting in revenues of approximately
$493.2 million. Residential customers accounted for 37 percent of 2008 revenues; commercial 28 percent; industrial 33
percent, and other 2 percent. In addition, in 2009 the Company sold 603.6 GWh through wholesale activities principally to the
MISO. Wholesale revenues, including transmission-related revenue, totaled $35.4 miltion in 2009,
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System Load

Total load for each of the years 2005 through 2009 at the fime of the system summer peak, and the related reserve margin, is
presented below in MW, The peak loads in 2003 reflect the current weak industrial demand and mild weather.

Date of summer peak load 6/22/2009 712112008 B/0B/2007 8/10/2008 772512005

Total load at peak 1,143 1,242 1,341 1,325 1,315
Generaling capability 1,295 1,295 1,285 1,351 1,351

Firm purchase supply 136 135 130 107 107
Interriptible comtracls & direct load contral 62 62 62 62 76
Total power supply capacity 1,493 1,492 1487 1,520 1,534
Reserve margin at peak W% 20% 1% 15% 17%

M The total load at peak is increased 25 MW in 2007-2005 from the total load aclually experienced. The additional 25 MW represents
load that would have been incured if the Summer Cycler program had not been activated. The 25 MW is also included in the
interruptible contract portion of the Company's total power supply capacity in thase years. On the date of peakin 2008 and 2009 the
Summer Cycler program was net aclivated.

The winler peak load for the 2008-2009 season of approximately 883 MW occurred on January 15, 2009, The prior year winter
peak load was approximalely 960 MW, occuming on January 25, 2008.

Generating Capability

Installed generating capacity as of December 31, 2009, was rated at 1,298 MW. Coal-fired generaling units provide 1,000 MW
of capagcity, natural gas or oil-fired turbines used for peaking or emergency conditions provide 295 MW, and in 2009 SIGECO
purchased a landiill gas electric generation project which provides 3 MW. Electric generation for 2009 was fueled by coal (98
percent) and natural gas (2 percent). Oil was used only for testing of gas/oil-fired peaking units. The Company generated
approximately 4,657 GWh in 2008. Further information about the Company’s owned generation is included in ltem 2 Properties.

There are substantial ceal reserves in the southern Indiana area, and coal for coal-fired generating stations has been supplied
from operators of nearby coal mines, including coal mines in Indiana owned by Veciren Fuels, Inc. (Veciren Fuels), a wholly
owned subsidiary of the Company. Approximately 2.8 million tons were purchased for generating electricity during 2008, of
which approximately 85 percent was supplied by Vectren Fuels from its mines and third party purchases. The average cost of
coal paid by the ufility in generating electric energy for the years 2005 through 2009 follows:

Year Ended Dacember 31,
Average Delivered 2009 2008 2007 2008 2005
Cost per Ton $ 6167 $ 4250 $ 4022 $ I35 $ Nz
Cost per MWh 30.09 2084 19.78 18.44 1494

As of January 1, 2009, SIGECO purchases coal from Vectren Fuels under new coal purchase agreements. The term of these
coal purchase agresments continues to December 31, 2014, with prices specified originally ranging from fwo to four years. New
pricing reflects Hlinois Basin market prices in effect when the contracts were executed and have resulted in higher costs
compared o prior years.

The ufility purchased approximately 13.3 percent less coal in 2009 compared to 2008. Due to contractual obligations, its year
end coal inveniory rose to approximately 1.1 million tons, compared to 0.5 million fons at the end of 2008.
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Firm Purchase Supply
The Company has a 1.5 percent interest in the Ohlo Valley Electric Corporafion (OVEC). OVEC is comprised of several electric

tility companies, including SIGECO, and supplies power requirements o the United States Depariment of Energy’s (DOE)
ranium enrichment plant near Portsmouth, Ohio. The parficipating companies can receive from QVEC, and are obligated to
nay 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 capacity. The
Company purchased approximately 211 GWh from OVEC in 2009.

The Company had a capacity contract with Duke Energy Marketing America, LLC fo purchase as much as 100 MW at any fime
from a power plant located in Vermillion County, Indiana. The contract expired on December 31, 2002 and was not renewed.
‘Tha Company purchased insignificant amounts under this contract in 2009.

The Company executed a ¢apacity contract with Benfon County Wind Farm, LLC on April 15, 2008 to purchase as much as 30

MW from a wind farm focafed in Benton County, Indiana, with the approval of the WURC. The confract expires in 2029. In 2003,
the Company purchased approximalely 91 GWh under this contract; however, nane was purchased at the fime of peak load on

June 22, 2009.

In December 2003, the Company executed a 20 year power purchase agreemeni with Fowler Ridge I} Wind Farm, LLC fo
purchase as much as 50 MW of energy from a wind farm located in Benton and Tippecanoe Counties in indiana, with the
approval of the IURC. The Company purchased insignificant amounts under this contract in 2009.

Other Power Purchases
The Company also purchases power as needed principally from the MISO fo supplement iis generation and firm purchase
supply in periods of peak demand. Volumes purchased principally from the MISO in 2009 totaled 855 GWh.

MISO Capacity Purchase
In May 2008, the Company executed a MISO capacity purchase from Sempra Energy Trading, LLC to purchase 100MW of

name plate capacily from ifs generating facility in Dearborn, Michigan. The term of the contract begins January 1, 2010 and
confinues through December 31, 2012.

Interconnections

The Company has interconnections with Lovisville Gas and Eleciric Company, Duke Energy Shared Services, Inc., Indianapolis
Power & Light Company, Hoosier Energy Rural Electric Cooperative, Inc., Big Rivers Electric Corporation, and the City of
Jasper, Indiana, providing the historic ability to simultaneously interchange approximately 500 MW. However, the ability of the
Company fo effectively utilize the electric transmission grid in order to achieve its desired importlexport capabitity has been, and
may continue to be, impacied as a resulf of the angaing changes in the operafion of the Midwestern fransmission grid. The
Company, as a member of the MISO, has turned over operational control of the interchange facilities and its own transmission
assets, like many other Midwestern electric utilifies, fo MISO. See *llem 7 Management's Discussion and Analysis of Resulis of
Operations and Financial Condition” regarding the Company’s participation in MISO.

Competition

The utility industry has undergane structural change for several years, resulting in increasing compelitive pressures faced by
electric and gas utility companies. Curmrently, several siates have passed legislation aflowing eleciricity customers fo choose
their electricity supplier in a competitive electricity market and several other states have considered such legislafion. At the
present time, Indiana has not adopted such legislation. Ohio regulaficn allows gas customers to choose their commodity
supplier. The Company implemented a choice program far ifs gas customers in Ohio in January 2003. At December 31, 2008,
over 117,000 customers in Vectren's Ohia service ferritory purchase natural gas from a supplier other than VEDO. Margin
eamed for transporting natural gas to those customers, who have purchased natural gas from another supplier, are generally
the same as thpse eamed by seliing gas under Ohio fariffs. Indiana has not adopted any regulation requiring gas choice;
howaver, the Company operates under approved tarifis permitting certain industrial and commercial large volume customers to
choose their commodity supplier.

Reguilatory and Environmental Matters

See *ltem 7 Managements Discussion and Analysis of Resutts of Operations and Financial Condition” regarding the Company's
regulatory environment and environmental matters.
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Nonutility Group

The Company is invalved in nonutility activiies in three primary business areas: Energy Marketing and Services, Coal Miring,
and Energy Infrasfructure Services.

Energy Marketing and Services

The Energy Marketing and Services group refies heavily an a customer focused, value added sfrategy in three areas: gas
marketing, energy management, and retail gas supply.

Proliance

ProLiance, a nonutility energy markeling affiliale of Veciren and Citizens, pravides services to a broad range of municipalities,
utiliiies, industrial operations, schools, and healthcare institutions located throughout the Midwest and Southeast United States,
ProLiance's customers include Vectren's Indiana utilities and nonutility gas supply operations and Citizens' utilities. ProLiance's
primary businesses include gas marketing, gas parifolio oplimization, and other portiolio and energy management services.
Consistent with its ownership percentage, Vectren is allocaled 81 percent of ProLiance's profits and losses; however,
governance and voling rights remain at 50 percent for each member, and therefore, the Company accounts for its investment in
ProLiance using the equity method of accaunting. The Company, including its retail gas supply operations, contracted for
approximately 75 percent of ils natural gas purchases through ProLiance in 2009,

For the year ended December 31, 2009, ProLiance's revenues, including sales to Vectren companies, were $1.7 billion,
compared to $2.9 billion in 2008 and $2.3 billion in 2007, ProLiance's audiled financial statements as of and for its fiscal years
ending September 30, 2009, 2008, and 2007, are included as Exhibit 99.1 to this Form 10-K.

Veclren Source

As of Dacember 31, 2009, Vectren Source provided natural gas and other related products and services in the Midwest and
Northeast United States to over 189,000 equivalent residential and commerciaf customers, This customer base reflects
approximately 62,000 of VEDO's customers that have voluntarily opted fo choose their naturat gas supplier and the supply of
natural gas to nearly 33,000 equivalent customers in VEDO's service territory as part of VEDO's process of exiting the merchant
function, which began Ocfober 1, 2008. Vectren Source generated approximately $157.2 million in revenues for 2009
compared to $182.6 million in 2008 and $168.3 million in 2007. Gas sold appraximated 18,457 MDth in 2009; 16,210 MDth in
2008; and 13,543 MDth in 2007, Average equivalent cusfomers served by Vectren Source were 179,000 in 2009; 157,000 in
2008; and 154,000in 2007.

Coal Mining

The Coal Mining group mines and sells coal fo ihe Company’s utility operations and ta other third parties through its wholly
owned subsidiary, Vectren Fuels, In 2008, the Company operaled one underground mine (Prosperity) and one surface mine
(Cypress Creek). Both mines are located in Indiana. All coal is high-to-mid sulfur bituminous coal fram the llfinois Basin. The
Company engages contract mining companies to perform substantially all mining operations.

Daktown Mine Expansion
In April 2006, Vectren Fuels announced plans to open two new underground mines. The first of two new underground mines

located near Vincennes, Indiana, which began minor coal extraction in the latter half of 2009, is now operational. The second
mine is currently expected to open in 2011, However, Veciren Fuels may continue fo change this time table as it evaluates the
impacts of current coal market conditions. Reserves at the two mines are estimated at about 100 milfion tons of recoverable
number-five coal at 11,200 BTU and less than 6-pouind sulfur dioxide. Once in production, the two new mines are capable of
producing about 5 million fons of coal per year. Management expects to incur approximately $200 million fo access the coal
reserves, Of the total $200 million expected investment, the Company has invested $174 million through December 31, 2009,
inclusive of $46 million in land and buildings, $118 million in mine development and equipment, and $10 million in advanced
royalty payments.

The Oaktown mine infrastructure is located on 1,100 acres near Qakiown in Knox County, Indiana. Oaklown's location is within
50 miles of muttiple coal-fired power plants including a coal gasification plant currently under construction. It is estimated
approximately 25,000 acres of coal will be mined during the life of both mines. Access 1o the Oaktown 1 mine was
accomplished via a 90 foof deep box cut and a 2,200 foot slope on a 14 percent grade, reaching coal in excess of 375 feet
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below the surface. Access to the Oaklown 2 mine is planned via an 80 foot deep box cut and a 2,600 foot slope on a 14
percent grade, reaching coal in excess of 400 feet below the surface.

Oaldown is a room and pilfar underground mine meaning that main airways and fransportafion entries are developed and
maintained while remota-controlled confinuous miners extract coal from so-called rooms by removing coal from the seam,
leaving pillars to support the roof. Shutile cars or similar ransporfation is used o ransport coal to a conveyor belt for Iransport
{o the surface, There are two thines separated by a sandstone channel. The coal seam thickness ranges from 4 feet fo over 9
feet. The mine's wash plant is sized fo process 800 tans per hour initially with a planned expansion fo 1,600 fons per hour,
which is currently under construction, The mine is connecied to a railway equipped to handle 110 fo 120 car unit trains.

Prosperity Mine

Prosperity is an underground mine located on 1,100 surface acres outside of Petersburg in Pike County, Indiana. Prosperity is
_ also a roam and pillar mine where coal removal is accomplished with continuous mining machines. The mine enfrance skopes
gradually for 500 ft on a 9 degree grade and is more than 250 feel below ground level. The coal seam varies in thickness from
4-1/2 10 8 feet. The mine has a wash plant sized to process 1,000 tonshour. The mine is connecled to a railway and can
handle 110 o 120 car unit trains. Coal is also fransparied via truck fo ils customers, which include Veciren’s power supply
operations and other third party uilities. The mine opened in 2001, and the total plant and development costs fo date are $175
million. Through December 31, 2009, approximately 7,500 acres of coal have heen mined with approximately 10,400 acres
remaining. Reserves at December 31, 2009 approximate 35 million tons, not including possible nearby expansion opportunities.
The remaining unamortized plant balance as of December 31, 2009 approximates $81 million, inclusive of $3 million of fand and
buildings and $78 million of mine development and equipment. Reserves, absent expansian, are expecied {o be completely
accessed by 2019,

Cypress Creek
Cypress Creek is an above-ground, or surface mine, located on 155 acres about 4 miles north of Boonville in Wamick County,

Indiana. Cypress Creek is a combination truck/shovel, dozer push and high wall mining operation, meaning large shovels or
front-end loaders remove earth and rock covering a coal seam and loading equipment place the coal into trucks for
transportation to a blending and loading area. Cypress Creek's coal is sold as a raw product after sizing and blending with coal.
Because of the cost of extensive digging, the: coal mining limit is 125 o 135 feet deep. All coal mined from Cypress Creek is
transported via truck to Vectren’s power supply operations, The mine opened in 1998 and the total plant and development
costs were $29 million, As of December 31, 2009, no significant reserves remain. The remaining unamortized plant balance as
of December 31, 2009 approximates $7 million, inclusive of $1 million of land and buikdings and $6 million in equipment.

Following is summarized data regarding coal mining operafions:

Cypress Qaktown Oaktown
Creek Prosperity Mine 1 Mine 2 Totals

Type of Mining Surface Underground Underground Underground
Mining Technology Truck & Shovel Room & Fillar Room & Pillar ~ Room & Pillar
Tons Mined (in thousands)

2008 968 2,583 - - 3,552

2008 1,150 2378 - - 3,528

2007 1,433 2,632 - - 4,065
County Located in Indiana Warick Pike Knox Knox
Coal Reserves (thousands of fons) - 34,800 62,400 38,300 136,000
Average Heat Content (BTU/b.) 10,500 11,300 11,100 11,300
Average Sulfur Content (lbs./ton) 8.0 40 5.6 48
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Energy Infrastructure Services

Energy Infrastructure Services provides underground construction and repair to utility infrastructure through Miller Pipeline
Corporation (Miller) and energy performance contracting and renewable energy services through Energy Systems Group, LLC
{ESG).

Miler Pipaline
Effective July 1, 2006, the Company purchased the remaining 50 percent of Miller from a subsidiary of Duke Energy

Corporation, making Miller a wholly owned subsidiary. The results of Miller's operations, formerly accounted for using the equity
method, have been included in consolidated resulis since July 1, 2006. Prior to this fransaction, Mitler was 100 percent owned
by Refiant Services, LL.C (Reliant). Reliant provided facilities locating and meter reading services {o the Company’s wttifities, as
well as other uliliies. Reliant exited the meler reading and facilities locating businesses in 2006, Miller's customers include
Vectren's utilities.

Enerqy Systems Group

Performance-based energy contracting operations and renewable energy services are performed through ESG. ESG assists
schools, hospitals, governmental facifities, and other private institutions to reduce energy and maintenance costs by upgrading
their facilities with energy-efficient equipment. ESGis also involved in creating renewable energy projects, including projacts to
process landfill gas into usable natural gas and eleciricity. During 2009, SIGECQ purchased one such project with IURC
approval. ESG's customer base is located throughout the Midwest and Southeast Uniled States.

Other Businesses

The Other Businesses group includes a variety of legacy, wholly owned operations and investments that have invested in
enemy-related opportunities and services, real estate, and leveraged leases, among other investments. Major investments at
December 31, 2008, include Haddington Energy Partnerships, two partnerships both approximately 40 percent owned; and
wholly owned subsidiaries, Southem Indiana Properties, Inc. and Energy Realty, Inc.

The Company had an approximate 2 percent equity interest and a convertible subordinated debt investment in Utilicom
Networks, LLC (Utilicom). The Company also had an approximate 19 percent equity interest in SIGECOM Holdings, Inc.
{Holdings), which was formed by Utilicom to hold interests in SIGECOM, LLC (SIGECOM). SIGECOM provided broadband
services, slich as cable television, high-speed internet, and advanced local and long distance phone services, 1o the greater
Evansville, Indiana area. The Company sold its investment in SIGECOM during 2006.

Synthetic Fuel

The Company has an 8.3 percent ownarship interest in Pace Carbon Synfuels, LP (Pace Carbon). Pace Carban produced and
sold coak-based synthetic fuel using Covol technology, and according to US tax law, its members received a tax credit for every
fon of coal-based synthetic fuel sold. In addition, Vectren Fuels, Inc. received processing fees from synfuel praducers unrelated
fo Pace Carbon for a poriion of its coal production. These synfuel related credits and fees ended on December 31, 2007 when
tax laws expired. Partnership operations since that date have been insignificant. See “ltem 7 Management's Discussion and
Analysis of Results of Operations and Financial Condition” regarding the Company's Synfuel-Related activifies for addifional
information related to Pace Carbon.
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Personnel

As of December 31, 2008, the Company and ifs consalidated subsidiaries had 3,700 employees, of which 1,600 are employees
of Miller and 2,200 are subject to collective bargaining arrangements.

Utility Holdings

In October 2009, the Company’s existing agreement expired with Lacal 175 of the Uklity Workers Union of America. Employees
continue to wark wilhoui a conirachieal agreement and continue the negotiation process,

In September 2008, the Company reached a three year agreement with Local 135 of the Teamsters, Chauffeurs,
Warehousemen, and Helpers Union, ending September 2012

fn December 2008, the Company reached a three-year labor agreement, ending Decernber 1, 2011 with Local 1393 of the
international Brotherhood of Electrical Workers and United Steelworkers of America Locals 12213 and 7441.

In July 2007, the Company reached a three-year labor agreement with Local 702 of the Iniemational Brotherhood of Electrical
Workers, ending June 2010.

Miller Pipeline

In 2008, the International Union of Operating Engineers reached an agreement with the Distribution Contractors Association.
The Company, through ils wholly owned subsidiary, Miller, confinues to honor national agreements negotiated by the
Distribution Contractors Association.

During 2006, Miller entered info several distributing and operating agreements with a variely of construction unions including
Laborers International Union of America, the Teamsters, and the Uniled Association of Journeymen and Apprentices of the
Plumbing and Pipe Fitting Industry. Miller negofiated these agreements through the Distribution and Contractors Association
and the Pipeline Contraciors Association. These agreements expire at various dates through 2011.

ITEM 1A. RISK FACTORS

Investors should consider carefully the following faclors that could cause the Company's operating resulis and financial
condition to be malerially adversely affected. New risks may emerge al any fime, and the Company cannot predict these risks
or estimate the extent to which they may affect the Company's husinesses or financial performance.

Vectren is a holding company, and its assets consist primarily of investments in its subsidiaries.

Dividerds on Vectren’s common stock depend on the eamings, financial condition, capital requirements and cash flow of its
subsidiaries, principally Utility Holdings and Enterprises, and the distribution ar other payment of eamings from those entifies to
Veciren. Should the eamings, financial condition, capital requirements, or cash flow of, or legal requirements applicable o,
them resirict their ability to pay dividends or make other payments fo the Company, its ability to pay dividends on its common
stock could be limited and its stock price could be adversely affected. Veciren's results of operations, future growth, and
earnings and dividend goals also will depend on the performance of its subsidiaries. Additionally, certain of the Company's
lending arrangements contain restrictive covenants, including the mainienance of a fotal debt to total capitalization ratio, which
could limit its abifity to pay dividends.

Continued deterioration in general economic conditions may have adverse impacts.

The cwreni economic environment is challenging and unceriain. Despite the beginning of recovery, the consequences of the
recent recession may continue to result in a lower level of econamic aclivity and uncertainty regarding energy prices and the
capital and commodity markels. Further, the risks associated with industries in which the Company operates and serves
become more acute in periods of a slowing economy or slow growth, Economic declines may continue to be accompanied by a
decrease in demand for natural gas and electricity. The recent recession may continue fo have some negative impact on both
gas and electric large customers and wholesale power sales. This impact may continue to include tempered growth, significant
conservation measures, and perhaps even further plant closures or bankruptcies. Deteriorating economic conditions may ako
confinue fo lead to further reductions in residential and commercial customer counts, lower Company revenues, and increasing
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coal invenfories. Itis alsa possible that a weak economy could continue and further affect costs including pension costs,
interest costs, and uncollectible accounts expense,

Further, the Company's nonutility portfolio may also be negatively impacted if a weak economy confinues. Economic declines
may be accompanied by a decrease in demand for products and services offered by nonutility operations and therefare fower
revenues for those products and services. The recent recession may continue to have some negafive impact on utility industry
spending for construction projects, demand for coal, and spending on performance contracting and renewable energy
expansion, Itis also possible that if the recession continues, there could be further reductions in the value of certain nonutility
real estate and other legacy investments,

Vectren's gas and electric utility sales are concentrated in the Michwest.

The operations of the Company’s regulated utiliies are concentrated in central and southem indiana and west central Ohio and
are therefore impacied by changes in the Midwest economy in general and changes in particular industries concentrated in the
Midwest. These industries include automotive assembly, parts and accessories, feed, flour and grain processing, metal
castings, aluminum products, appliance manufacturing, polycarbonate resin (Lexan®} and plasiic products, gypsum products,
electrical equipment, metal specialties, glass, steel finishing, pharmaceutical and nutritional products, gasoline and oil producls,
ethanol and coal mining. While no one industrial customer comprises 10 percent of consolidated revenues, the top five
industrial electric customers cemprise approximalely 12 percent of electric utility margin, and therefore any significant decline in
their collective revenues could adversely impact operating resuls.

Current financial market volatility could have adverse impacts.

The capital and credit markets have baen experiencing volatility and disruption. If the level of market disruption and volatility
worsen, there can be no assurance that the Company, or ifs uncansolidated affiliates, will not experience adverse effects, which
may be material, These effects may include, but are not limited to, difficulfies in accessing the debt capital markels and the
commercial paper market, increased borrowing costs associated with current debt obligations, higher interest rates in future
financings, and a smaller potential pool of investors and funding sources. Finally, there is no assurance the Company wil have
access o the equity capital markets fo obtain financing when necessary or desirable.

A downgrade {or negative outlaok) in or withdrawal of Vectren’s credit ratings could negatively affect its ability to
access capital and its cost.

The following table shows the current ratings assigned to certain outstanding debt by Moody's and Standard & Poor's:

Current Raling
Standand
Moody's & Poar's
Utility Holdings and Indiana Gas senior unsecured debt Baa1 A-
Utility Holdings commercial paper program p.2 A2
SIGECQ's senior secured debt A2 A

The current outlook of both Standard and Poor's and Moady's is stable and both calegorize the ratings of the above securities
as investment grade. A security rating is not a recommendation to buy, sell, or hold securities. The rating is subject to revision
or withdrawal at any time, and each rating should be evaluated indepandently of any other rating. Standard and Poor's and
Moody's lowest level investment grade rating is BBB- and Baa3, respectively.

Yeciren may be required o obiain additional permanent financing (1) to fund its capital expenditures, investments and debt
security redemptions and maturities and (2) to further strengthen its capital structure and the capital structures of its
subsidiaries. If the rating agencies downgrade the Company’s credit ratings, particularly below investment grade, or initiate
negative outlooks thereon, or withdraw Vectren's ratings or, in each case, the ratings of ifs subsidiaries, it may significantly fimit
Vectren's access to the debt capital markets and the commercial paper market, and the Company’s barowing costs would
increase. In addition, Vectren would likely be required to pay a higher interest rate in future financings, and its potential pool of
investors and funding sources would likely decrease. Finally, there is no assurance that the Company will have access to the
equity capital markets ta obtain financing when necessary or desirable.
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Vectren operates in an increasingly competitive industry, which may affect its fufure earnings.

The utility industry has been undergoing structural change for several years, resulting in increasing competitive pressure faced
by electric and gas utility companies. Increased compefifion may create greater risks to the stability of Vectren's eamings
generally and may in the future reduce is earnings from retail electric and gas sales. Currently, several states, including Ohio,
have passed legisiation that allows customers fo choose their electricity supplier in a competitive marke!. Indiana has not
enacled such legislation. Ohio regulation also provides for choice of commodity providers for all gas customers. In 2003, the
Company implemented this chaice for its gas customers in Ohio and is currently in the first of the threa phase process to exit the
merchani function in its Ohio service territory. The state of Indiana has not adopted any requlation requiring gas choice in the
Company’s Indiana service territories; however, the Company operates under approved tariffs permiffing certain industrial and
commercial large volumne customers fo choose their commodity supplier. Vectren cannot provide any assurance that increased
competition or ather changes in legisiation, reguiation or policies will not have a material adverse effect on its business, financial
condition or results of operabions,

A significant portion of Vectren's electric utility sales are space heating and cooling. Accordingly, its operating results
may fluctuate with variability of weather.

Veclren's electric utility sales are sensitive to variations in weather conditions. The Company forecasts ulility sales on the basis
of normal weather. Since Vectren does not have a weather-normalization mechanism for its electric operations, significant
variations from normal weather could have a material impact on its eamings. However, the impact of weather on the gas
operations in the Company's Indiana ferritories has been significantly mitigated through the implementation in 2005 of a normal
temperalure adjustment mechanism. Additionally, the implementation of a straight fixed variable rate design over a two year
period per a January 2003 PUCQ order mitigates most weather risk relaled to Chio residential gas sales.

Risks related to the regulation of Vectren's utifity businesses, including environmental regulation, could affect the
rates the Company charges its customers, Its costs and its profitability.

Vectren's businesses are subject to regulation by federal, state, and local requlatory authoriies and are exposed to public policy
decisions that may negatively impact the Company’s eamings. In particular, Vectren is subject to regulation by the FERC, the
NERC, the USEPA, the {URC, and the PUCO. These authorifies reguiate many aspects of ils transmission and distribution
operations, including construction and maintenance of facilities, operations, and safety, and its gas marketing operations
involving fitle passage, reliability standards, and fiture adequacy. In addition, these regulatory agencies approve its ufility-
related debt and equity issuances, requlale the rates that Vectren's ufilities can charge customers, the rate of retum thal
Vectren's utiliies are authorized 1o earn, and its ability to timely recaver gas and fue! costs, Further, there are consumer
advocates and other parties which may intervene in reguialory proceedings and affect regulatory outcomes. The Company'’s
ability to obtain rate increases to maintain its current authorized rales of retumn depends upon regulatory discretion, and there
can be no assurance that Vectren will be able to obtain rate increases or rafe supplements or earn ifs current authorized rales of
refurn.

Veclren's operations and properties are subject to exiensive environmental requlation pursuant to a variety of federal, state and
municipal laws and regulations. These environmental regulations impose, among other things, restrictions, liabilities, and
abligations in connection with siorage, transportation, freatment, and disposal of hazardous substances and wasie in connestion
with spills, releases, and emissions of various substances in the environment. Such emissions from electric generating facilities
include particulate matter, sulfur dioxide (SOz}, nitrogen oxide (NOx), and mercury, among others.

Environmental legislation aiso requires that facilities, sites, and other properties associated with Veciren's aperations be
operated, maintained, abandoned, and reclaimed fo the satisfaction of applicable regulatory authoriies. The Company’s currant
posts to comply with these laws and regulations are significant fo its results of operations and financial condition. In addition,
claims against the Company under environmental laws and regulafions could result in material costs and fiabifities. With the
frend foward stricter standards, greater regulation, more extensive permit requirements and an increase in the number and
types of assels operated by Vectren subject to environmental regulation, its investment in environmentally compliant equipment,
and the costs associated with operating that equipment, have increased and are expecled to increase in the future,

Climate change regulation could negatively impact operations.

There are proposals fo address global climate change that would regulate carbon dioxide (COs) and other greenhouse gases
and other proposals that would mandate an investment in renewable energy sources. Any future legistative or regulatory
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acfions taken to address global climale change or mandate renewable energy sources cauld substantially affect both the cosls
and operating characteristics of the Company's fossif fuel generating plants, nonutility coal mining operations, and natural gas
distribution businesses. Further, any legislation would likely impact the Company’s generation resource planning decisions. At
this time and in the absence of final legislation, compliance costs and other effects associated with reductions in greenhouse
gas emissions or obtaining renewable energy sources remain uncertain. The Company has gathered preliminary estimates of
the costs fo comply with a cap and frade approach to controfling greenhouse gas emissions. A preliminary investigation
demonsirated costs to comply would be significant, first with regard to operating expensas for the purchase of allowances, and
later for capital expenditures as technology becomes available to control greenhouse gas emissions. However, these
compliance cost estimates are based on highfy uncerfain assumptions, including allowance prices and energy efficiency targets.

Any addiional expenses or capital incurred by the Company, as it relales to complying with greenhouse gas emissions
regulation or ather environmental regulations, are expected to be borne by the customers in its service temritories through
increased rates. Increased rates have an impact on the economic health of the communities served. New regulations could
also negatively impact industries in the Company’s service territory, including industries in which the Company operates.

The Company is exposed to physical and financial risks related to the uncertainty of climate change.

A changing climate creates unceriainty and could result in broad changes to the Company’s service temritories. These impacis
could incdlude, but are not limited to, population shifis; changes in the level of annual rainfall; changes in the weather; and
changes to the frequency and severiy of weather events such as thunderstorms, wind, tornadoes, and ice storms that can
damage infrastruclure. Such changes could impact the Company in a number of ways including the number and/or type of
customers in the Company’s service territories; the demand for energy resulting in the need for additional investment in
generation assels or the need to retire current infrastructure that is no konger required; an increase to the cost of providing
service; and an increase in the likelihoad of capital expenditures fo replace damaged infrastructure.

To the extent climate change impacts a region's economic health, it may also impact the Company's revenues, costs, and
capital structure and thus the need for changes to rates charged fo regulated customers. Rafe changes themselves can impact
the economic health of the communities served and may in tum adversely affect the Company's operafing results.

From time to time, Vectren is subject fo material litigation and regulatory proceedings.

From ime fo fime, the Company, as well as its equily investees such as ProLiance, may be subject fo maferial Iifigation and
regulatory proceedings including matters involving compliance with state and federal laws, regulations ar other matiers. There
can be no assurance that the outcome of these matters will not have a material adverse effect on Vectren's business,
prospects, resulis of operations, or financial condition.

Vectren's electric operations are subject to various risks.

The Company's eleclric generating facilities are subject to operational risks that could result in unscheduled plant outages,
unanticipated operation and maintenance expensas and increased power purchase costs. Such operational risks can arise
from circumstances such as facility shutdowns due to equipment failure or operator error; interruption of fuel supply or increased
prices of fuel as contracts expire; disruptions in the delivery of electricity; inability to comply with reguiatory or permit
requirements; labor disputes; and natural disasters.

The impact of MISO participation is uncertain.

Since February 2002 and with the IURC's approval, the Company has been a member of the MISO. The MISO serves the
elecirical fransmission neads of much of the Midwest and maintains operatlona! control over SIGECO’s electric transmission
faciliies as well as that of other Midwest utilifies.

As a result of MiSO's operational control over much of the Midwestern electric transmission grid, including SIGECO's
transmission facilities, SIGECO's continued ability to import power, when necessary, and export power to the wholesale market
has been, and may continue o be, impacied. Given the nature of MISO's policies regarding use of fransmission facilities, as
well as ongoing FERC initiatives, and a Day 3 ancillary services market (ASM), where MISO provides bid-based regulation and
contingency operating reserve markets which began on January 6, 2008, it is difficult to pradict near term operational impacts.
The ILURC has approved the Company's pariicipation in the ASM and has granied authority to defer costs associated with ASM.
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The need to expend capital for improvements to the regional fransmission system, both to SIGECQ's facilities as well as to
those facilities of adjacent utilities, over the next several years is expected to be significant. The Company timely recovers its
investment in certain new electric transmission projects that benefit the MISO infrastruciure at a FERC approved rate of return.

Wholesala power marketing activities may add volatility to eamings.

Veclren's regulated electric utility engages in wholesale power marketing activities that primarily involve the offering of ufility-
owned or confracted generation into the MISO hourly and real time markets. As part of these strategies, the Company may also
execute energy contracts that are integrated with portfolio requirements arotind power supply and delivery. Presently, margin
earned from these activities above or below $10.5 million is shared evenly with customers. These earnings from wholesale
markefing activities may vary based on flucivating prices for electricity and the amount of eleciric generating capaity or
purchased power available beyond that needed to meet firm service requirements.

If Vectren does not accurately forecast future commodity prices, the Company’s net income could be reduced or the
Company may experience losses.

The operations of ProLiance, as well as the Company’s nonutility gas retail supply and coal mining businesses, execute forward
contracts and from time to time option contracts that commit them to purchase and sell natural gas and coal in the future,
including forward contracts to purchase commodities to fulfill forecasted sales transactions that may or may not occur. Ifthe
value of these contracts changes in a direction or manner that is not anticipated, or if the forecasted sales transactions do not
occur, Veciren may experience losses.

To lower the financlal exposure related to commodity price fluctuations, these nonutility businesses may execute contracts that
hedge the value of commodity price risk and basis risks. As part of this strategy, Vectren may utilize fixed-price forward
physical purchase and sales coniracts, and/or financial forwards, futures, swaps and option contracts fraded in the over-the-
counter markets or on exchanges. However, although almost all natural gas and coal positions are hedged, either with these
contracts or with Veciren's owned coal inventory and known reservas, Vectren does not hedge its entire exposure or its
positions fo market price volatility. To the extent Vectren's forecasts of future commodities prices are inaccurate, its hedging
procedures do not work as planned, ils coal reserves cannot be accessed or it has unhedged positions, fluctuating commodity
prices are likely fo cause the Company's net income to be volatile and may lower its net income.

The performance of Vectren's nonutility businesses is also subject to certain risks.

Execution of gas markeling strategies by ProLiance and the Company's nonutility gas retail supply operations as well as the
execution of the Company's coal mining and energy infrastructure services strategies, and the success of efforis fo invest in and
develop new opportunities in the nonutility business area is subject to a number of risks. These risks include, but are not limited
la, the effecis of weather, failure of installed performance confracting products to operate as planned; failure to properly
eslimate the cost to construct projects; storage field and mining property development; increased coal mining industry
regulation; potential legislation that may limit CO; and other greenhouse gases emissions; creditworthiness of customers and
joint venture partners; factors associated with physical energy trading activities, including price, basis, credit, liquidity, volatility,
capacity, and interest rate risks; changes in federal, state or local legal requirements, such as changes in tax laws or rates; and
changing market conditions.

Vectren's nonutility businesses support its regulaled utilities pursuant to service contracts by providing natural gas supply
services, coal, and energy infrastructure services. In most instances, Vectren's ability to maintain these service contracts
depends upon regulatory discretion and negotiation with interveners, and there can be no assurance that it will be able to obtain
future service confracts, or that existing arrangements will not be revisited.

Coal mining operations could be adversely affected by a number of factors.

The success of coal mining operations is predicated on the ability to fully access coal at two new company-owned mines; {o
aperale owned mines in accordance with Mine Safety and Health Administration (MSHA) guidelines and recent interpretations
of those guidelines; to negotiate and execute new sales coniracts; and fo manage production and production costs and other
risks in response fo changas in demand. Other risks, which could adversely impact operating results, include but are not limited
to: market demand for coal; geologic, equipment, and operationai risks; supplier and contract miner performancs; the
availability of miners, key equipment and commodities; availability of transportation; and the ability to access/replace coal
reserves.
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Vectren's nonutility group competes with larger, full-service energy providers, which may limit its ability to grow its
business.

Competitars for Veciren's nonutility businesses include regional, nafional and global companies. Many of Vectren's competitors
are well-established and have larger and more developed networks and systems, grealer name recognition, longer operafing
histories and significantly greater financial, technical and marketing resources, This competition, and the addition of any new
competitars, could negatively impact the financial performance of the nonutility group and the Company’s ability fo grow its
nonutility businesses.

Vectren's subsidiaries have perfonnance and warranty obligations, some of which are guaranteed by Vectren
Corporation.

In the normal course of business, subsidiaries of Vectren issue performance bonds and other forms of assurance that commit
them 1o timely install infrastructure, operate facilities, pay vendors or subconfractors, and/or support warranty obligations.
Vectren Corporation, as the parent company, will from time to time guarantee its subsidiaries’ commitments. These guarantees
do not represent incrementa! consolidated obligations; rather, they represent parental guaraniees of subsidiary obligations in
order fo allow those subsidiaries the flexibility fo conduct business without posting other forms of collateral. The Company has
not been called upon to satisfy any obligafions pursuant to these parental guaranteas.

Catastrophic events could adversely affect Vectren's facilitias and operations.

Catastrophic events such as fires, earthquakes, explosions, floods, ice storms, fomados, terrorist acts or ether similar
occurrences could adversely affect Vectren's facilities, operations, financial condition and results of operations.

Workforce risks could affect Vectren's financial results.

The Company is subject to various workforce risks, inciuding but not limited 1o, the risk that it will ba unable to atiract and retain
qualified personnel; that it will be unable fo effectively transfer the knowledge and expertise of an aging workforee o new
personnel as those workers retire; that it will be unable to react to a pandemic finess; and that it will be unable fo reach
collective bargaining arrangements with the unions that represent certain of its workers, which could result in work stoppages.

[TEM 1B. UNRESOLVED STAFF COMMENTS
None,

ITEM 2. PROPERTIES
Gas Liility Services

Indizna Gas owns and aperates four aclive gas storage fields located in Indiana covering 58,100 acres of land with an

estimated ready delivery from slorage capability of 6.0 BCF of gas with maximum peak day delivery capabilities of 151,000 MCF
per day. Indiana Gas also awns and operales three liquefied petroleum (propane) air-gas manufacturing plants located in
Indiana with the ability fa store 1.5 million gallons of propane and manufaciure for delivery 33,000 MCF of manufactured gas per
day. In addition to its company awned slorage and propane capabilities, Indiana Gas has contracled with ProLiance for 18.7
BCF of inferstate pipeline storage service with 2 maximum peak day delivery capability of 252,600 MMBTU per day. Indiana
Gas' gas delivery system includes 13,000 miles of distribution and transmission mains, all of which are in Indiana except for
pipeline facilities extending from points in northern Kentucky to points in southern Indiana so that gas may be fransported fo
Indiana and sokl or fransperied by Indiana Gas to ulimate customers in Indiana.

SIGECO owns and operates three active underground gas storage fields 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 capabifiies of 108,500 MCF
per day. In addition to its company owned storage delivery capabilifies, SIGECO has contracled with ProLiance for 0.5 BCF of
interstaie pipeline storage service with a maximum peak day delivery capability of 19,200 MMBTU per day. SIGECO's gas
delivery system includes 3,200 miles of disfribution and transmissian mains, all of which are located in Indiana.

The Ohio operafions own and operale three liquefied petroleum (propane) air-gas manufacturing plants, alt of which are located
in Chio. The plants can store 0.5 million gallons of propane, and the plants can manufacture for delivery 52,200 MCF of
manufactured gas per day. In addition fo its propane delivery capabilities, the Ohio operations have centracted for 11.8 BCF of
delivery service with a maximum peak day delivery capability of 248,100 MMBTU per day. While the Company siill has tifle fo
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this delivery capability, it has released it fo those now supplying the Chio operafions with nafural gas, and those suppliers are
responsible for the demand charges. The Ohio operations’ gas defivery system includes 5,500 miles of distribution and
fransmission mains, all of which are lccated in Ohio,

Electric Utility Services

SIGECQ's installed generating capacity as of December 31, 2009, was raled at 1,298 MW. SIGECO's coal-fired generating
facilities are the Brown Station with two uniis of 490 MW of combined capacity, located in Posey County approximately eight
miles easl of Mt. Veman, Indiana; the Culley Station with fwo units of 360 MW of combined capacity, and Warrick Unit 4 with
150 MW of capacity. Both the Culley and Warrick Stations are localed in Warrick County near Yankeetown, Indiana. SIGECO's
gas-fired turbine peaking units are: two 80 MW gas turbines (Brown Unit 3 and Brown Unit 4) located 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, 85 MW); and two Northeast Gas Turbines Incated northeast of Evansville in Vanderburgh
County, Indiana with a combined capacity of 20 MW. The Brown Uni 3 and Broadway Avenue Unit 2 turbines are also
equipped fo bum oil. Total capacity of SIGECO's six gas turbines is 235 MW, and they are generally used only for reserve,
peaking, or emergency purposes due to the higher per unit cost of generation. In 2009, SIGECO purchased a landfill gas
electric generation project in Pike County, Indiana with a tolal capabllity of 3 MW,

SIGECO's fransmission system consists of 932 circuit miles of 138,000 and 63,000 volt lines. The transmission system also
includes 34 substations with an installed capacity of 4,500 megavolt amperes (Mva). The electric distribution system includes
4,200 pole miles of lower vollage overhead lines and 358 french miles of conduit containing 2,000 milles of underground
distribution cable. The distribution system also includes 97 distribution substations with an installed capacity of 2,900 Mva and
54,000 distribution fransformers with an installed capacity of 2,500 Mva.

SIGECO owns ufility property outside of Indiana approximating nine miles of 138,000 volt electric transmission line which is
located in Kentucky and which interconnacts with Louisville Gas and Electric Company’s transmission system af Cloverport,
Kentucky.

Nonutility Propetties

Subsidiaries other than the utility operations have no significant properties other than the ewnership and cperation of coal
mining property in Indiana which is identified in liem 1.

Property Serving as Collateral

SIGECO's properties are subject to the fien of the First Mortgage Indenture dated as of Aprit 1, 1932, between SIGECO and
Bankers Trust Company, as Trusiee, and Deutsche Bank, as successor Trustee, as supplemented by various supplemental
indenturas.

ITEM 3. LEGAL PROCEEDINGS

The Company is party to various legal proceedings and audits and reviews by taxing authorities and other government agencies
arising in the normal course of business. In the opinion of management, there are no legal proceedings or other regulatory
reviews or audits pending against the Company that are likely to have a malerial adverse effect on ifs financial position, results
of operations, or cash flows. See the notes 1o the consolidated financial statements regarding commitments and contingencies,
environmental matters, and rate and regulafory matters. The consolidated condensed financial statements are included in “Hem
8 Financial Statements and Supplemeniary Data.”

ITEM 4, SUBMISSION OF MATTERS TO VOTE OF SECURITY HOLDERS
No matiers were submitted during the fourth quarter to a vote of security holders.
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PARTII

ITEM 5. MARKET FOR COMPANY'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS, AND ISSUER
PURCHASES OF EQUITY SECURITIES

Market Data, Dividends Paid, and Holders of Record

The Campany's common stock frades on the New York Stock Exchange under the symbol “VVC." For each quarter in 2009
and 2008, the high and low sales prices for the Company's cammon stack as reported on the New York Slock Exchange and
dividends paid are presenfed below.

Cash Common Stock Price Range
Dividand High Low

2009

First Quarter $ 0335 $ 2690 § 1808

Second Quarler 0.335 24.06 18,72

Third Quarter 0.335 25.33 2247

Fourth Quarter 0.340 25.50 2199
2008

First Quarter $ 0325 $ 2920 § 253

Second Quarter 0.325 32.20 26.56

Third Quarter 0.325 31.74 28.05

Fourth Quarter 0.335 29.00 19.48

On February 3, 2010 the board of direciors declared a dividend of $0.340 per share, payable on March 1, 2010, fo common
shareholders of record on February 16, 2010.

As of January 31, 2010, there were 9,611 shareholders regisiered of the Company's common stock.
Quarterly Share Purchases

Periodically, the Company purchases shares from the apen 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, 2009.

Dividend Policy

Common siock 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 eamings over time. On an annual basis, this percentage has varied and could
continue to vary due 1o shori-term eamings volatility. The Company has increased its dividend for 50 consecutive years. While
the Company is under no contractual obligation to do so, it infends to continue to pay dividends and increasa its annual dividend
consistent with hisforical practice. Nevertheless, should the Company’s financial condition, operating results, capital
requirements, or ofher relevant factors change, future dividend payments, and the amounts of these dividends, will be
reassessed.

Cerlain lending arrangements confain restrictive covenants, including the maintenance of a total debt to fotal capitalization rafio,
which could limit the Company’s ability 1o pay dividends. These restrictive covenants are not expected to affect the Company’s
ability to pay dividends in the near tem.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data is derived from the Company's audited consolidated financial statements and should be

read in conjunction with those financial statements and notes thereio contained in this Form 10-K.

Year Ended December 31,

(i millions, except per share data) 20091/ 2008 2007 2008 2005
Operating Data:
Operating revenues § 20889 § 24847 § 22819 S5 20416 § 20280
Operating income $§ 2800 $ 2634 § 605 $ 205 § 2134
Nel income ] 1331 % 1200 § 1431 % 1088 § 136.8
Average common shares outstanding a0.7 78.3 75.9 757 75.6
Fully difuted comrmon shares outstanding 81.0 789 76.6 76.2 76.1
Basic eamings per share

on commen stock $ 165 § 165 § 189 § 144 $ 1.81
Dikried earnings per share

on commoen stock 3 164 3% 163 % 187 § 143 § 1.80
Dividends per share on common stock 3 1345 § 1310 ¢ 1270 § 1230 $ 1190
Balance Sheet Data:
Total assets $ 46718 § 46329 $ 42964 5 40916 $ 38681
Long-term deht, net $ 15405 § 12479 § 12454 § 12080 § 1,1980
Common shaseholders' equity § 13972 § 135186 § 12337 § 11742 § 11433

1/ The net income during the year ended Dacember 31, 2009 includes the impact of a charge discussed in Note 5 in the
Company's Consolidated Financial Statements included under "ltem 8 Financial Siatements and Supplementary Data” tolafing
$11.9 million afler tax, or $0.15 per share, related to ProLiance’s investment in Liberty Gas Storage. Excluding this charge,

there was consolidated net income of $145.0 million, or $1.80 per share in 2008,
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS AND FINANCIAL CONDITION

" Executive Summary of Consolitlated Results of Operations

In this discussion and analysis, the Comparny analyzes contribufions to consolidated eamings and earmings per share from ifs
Utility Group and Nonufility Group separalely since each operates independently requiring distinct competencies and business
strategies, offers different energy and energy related products and services, and experiences different opporiunities and risks.
Nonutility Group operations are discussed below as primary operations and other aperations. Primary nonutility operations
denote areas of management's forward looking focus.

The Utility Group generates revenue primarily from the delivery of natural gas and electric service fo its customers. The primary
source of cash flow for the Utifity Group results from the collection of customer bills and the payment for goods and services
procured for the defivery of gas and electric services. The activities of and revenues and cash flows generated by the Nonutility
Group are closely linked fo the utility indusiry, and the results of those operations are generally impacied by factors similar to
those impacting the overall uiility industry. In addition, there are ather operations, referred to herein as Corporate and Other,
that inciude unallocaled carporate expenses such as adveriising and charilable contributions, among other activities.

The Company has in place a disclosure committee that consists of senior management as well as financial management. The
committee is actively involved in the preparation and review of the Company’s SEC filings.

For the year ended December 31, 2009, consolidated net income was $133.1 million, or $1.65 per share, compared to earings
of $128.0 million, or $1.65 per share, in 2008 and $143.1 million, or $1.89 per share, in 2007. Excluding the impact of a charge
recorded in 2008 discussed below totaling $11.9 million after fax, or $0.15 per share, related to ProLiance's investment in
Liberty Gas Storage, for the year ended December 31, 2008, consolidated net income was $145.0 million, or $1.80 per share.

Uiility Group results were down only modestly in 2009, even afier considering the impacts of the recession; significant cost
reductions helped offset those impacts fo a large degree. The Nonutilify Group showed significantly improved performance,
particularly in coal mining and retail gas marketing businesses.

2008 Charge Related to Liberty Gas Storage

During the second quarter of 2009, the Company recorded its share of the charge related to ProLiance’s investment in Liberty
Gas Storage, LLC (herein referred 1o as the Liberty Charge). In the Consolidated Statement of Income for the year ended
December 31, 2009, the impact associated with the Liberty Charge is an approximate $19.9 million reduction to Equity in
earnings of unconsolidated affiliates and an income tax benefit reflected in income faxes of approximately $8.0 milfion. The
$11.9 million after tax, or $0.15 per share, charge is consistent with previous disclosures about development issues at the
Louisiana site made in the prior year's annual report. More detailed information about Proliance’s investment in Liberty is
included in Note 5 to the consolidated financial statements.

30

000000070




Consolidated Results Excluding the Liberty Charge {See Page 42, Regarding the Use of Non-GAAP Measures)

Net income and earnings per share, excluding the Liberty Charge, in total and by group, for the years ended December 31,
2008, 2008, and 2007 follow:

Year Ended December 31,
{In millions, except per share datg) 2009 2008 2007
Net income, excluding Liberty Charge § 1450 § 1290 $ 1431
Affributed to:
Uitility Group $ 1074 $§ 114 $ 1065
Nonutility Group, excluding Liberty Charge 37.7 18.9 370
Corporate & Other {0.1) (1.0} {0.4)
Basic eamings per share, excluding Liberty Charge $ 1.80 5 1.65 ] 1.89
Aftributed to:
Utility Group $ 1.33 $ 1.42 $ 1.40
Nonutility Group, excluding Liberty Charge 0.47 0.24 0.49
Corporate & Other - {0.01) -
Utility Group

In 2003, the Utility Group's eamings were $107.4 million, compared to earnings of $111.1 million in 2008 and $106.5 million in
2007. The decrease in 2009 compared to 2008 reflects lower large customer usage and lower wholesalz power sales, both due
{o the recession, mild cooling weather, and an increase in depreciation expense associaled with raie base growih. Increased
revenues associated with regulatory initiatives, lower operating expenses, and the retum of market values associated with
investments related benefit plans partially offset these declines.

In 2008 compared to 2007, the Utility Group ecamings increased due primarily to a full year of base rale increases in the Indiana
servica territories and increased earnings from wholesale power operations. Increases were offset somewhat by increased
operating costs associsted with maintenance and reliability programs confemplated in the base rate cases and favorable
weather in 2007,

Inthe Company’s electric and the Ohio natural gas service femitory, which was not fully protected by siraight fixed variable rate
design in 2009, management estimates the margin impact of weather to be approximately $5.4 million unfavorable or $0.04 per
share compared fo normal temperatures. In 2008, management estimates a $1.2 million favorable impact on margin compared
to normal or $0.01 per share, and in 2007 a $5.5 million favorable impact on margin compared to normal or $0.04 per share.

Nonutility Group

[n 2009, Nonutility Group earnings, excluding the Liberty Charge, were $37.7 million, compared to net income of $18.9 million
2008 and $37.0 million in 2007. Inclusive of the Liberty Charge, 2009 Nonutility Group earnings were $25.8 million.

The 2009 impravement of $18.8 million compared io 2008 primarily refiects a $15.4 million increase in earnings from primary
nonutility operations. Primary nonutility business groups are Energy Marketing and Services, Coal Mining, and Energy
Infrastructure Services companies. Coal mining operations has shown improvement due fo increased pricing effective January
1, 2008, increasing its contribution to eamings approximately $18.0 million. Retail gas marketing earnings are $4.5 million
higher than the prior year, and performance coniracting activity at ESG increased its earnings confribution $2.1 million
compared 1o 2008. These increases were partially offset by lower eamings contribufions from Proliance and Miler Pipeline.
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In 2008 compared to 2007, primary nonutility group results decreased $8.9 milficn. Coal Mining operated at a foss and resulfs
were approximately $6.6 million lower than the prior year due primarily to lower production and increased operating costs.
Prol.iance's eamings were $3.6 million lower than the prior year and reflect lower operating results as welt as a reserve for a
FERC matter. In addition, the resuits from the othar primary nonutility operations refiect increased earnings from performance
contracting and renewable energy construction operations performed through ESG and retail gas marketing operations
performed through Vectren Source. Miller's results were generally flat compared fo 2007.

Other nonutility businesses operated at a loss of $2.5 mitkon in 2008, corpared to a loss of $5.9 million in 2008 and eamings of
$0.3 million in 2007, Other nonuiility businesses are legacy investments, including investments in commercial real estate. The
lower results in 2008 were driven primarily by a charge associated with commercial real estate investments totaling $10.0
million, $5.9 million after tax, or $0.08 per share.

in 2007, the last year of synfuel operations, synfuel-related resuits generated sarmings of $6.8 million. Of those eamings, $3.8
miflion {$5.8 million on a pre tax basis) was contributed fo the Vectren Foundation. Net of that contribution, synfuel-related
results were $3.0 million, or $0.04 per share, in 2007. The Foundation contribution is included in Other operaling expenses in
the Consolidated Statements of Income.

Dividends
Dividends declared for the year ended December 31, 2009 were $1.345 per share compared to $1.310in 2008 and $1.270 per
share in 2007. In October 2009, the Company's board of directors increased its quarterly dividend to $0.340 per share from

$0.335 per share. The increase marks the 50™ consecutive year Vectren and predecessor companies’ have increased annual
dividends paid.

Impacts of Share Issuance in 2008

The increased number of common shares outstanding, resulfing fram the issuance of common shares in 2008, contributed a
$0.04 reduction in eamings per share in 2009 compared ta 2008 and in 2008 compared to 2007.

Detailed Discusslon of Recults of Operations
Following is a more defailed discussian of the results of operations of the Company’s Utility and Nonutility operations. The
detailed results of operations for these aperations are presented and analyzed before the reclassification and elimination of

ceriain intersegment transaclions necessary to consolidate those results info the Company's Consofidated Statements of
Income,
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Results of Operations of the Utility Group

The Utllity Group is comprised of Utility Heldings' operations. The operations of the Utllity Group consist of the Company's
reguiated operations and other operations that provide information technology and other support services to those regulated
operations. Regulated operations cansist of a nafural gas distribution business that provides natural gas distribution and
transportation services to nearly iwo-thirds of Indiana and to west central Ohio and an electric transmission and distribution
business, which provides electric distribution services primarly to southwestern Indiana, and the Company's power generating
and wholesale power operations. In folal, these regulated operations supply natural gas and/or electricity fo over one million
customers. Utility Group operating results before certain intersegment eliminations and reclassifications for the years ended
December 31, 2009, 2008, and 2007, follow:

Year Ended December 31,
{fn millions, except per share data) 2008 2008 2007
OPERATING REVENUES
Gas ulility $ 1,0866.0 $ 14327 $ 12694
Electric utility 528.6 524.2 4879
Other 1.6 1.8 1.7
Total operating revenues 1,596.2 1,958.7 1,759.0
OPERATING EXPENSES
Cost of gas soid 618.1 983.1 847.2
Cost of fuel & purchased power 194.3 182.8 174.8
Cther operating 304.6 300.3 266.1
Depreciation & amortization 180.9 165.5 168.4
Taxes other than income faxes 60.3 72.3 68.1
Total operating expenses 1,358.2 1,704.1 1,514.6
OPERATING INCOME 238.0 254.6 2444
Other income - net 7.8 4.0 94
Interest expense 79.2 79.9 806
INCOME BEFORE INCOME TAXES 166.6 178.7 173.2
Income taxes 59.2 676 66.7
NET INCOME § 1074 § 1% $ 1065
CONTRIBUTION TO VECTREN BASIC EPS $ 1.33 $ 1.42 $ 140

Trends in Utility Operations

Utifity Group Margin
Throughout this discussion, the terms Gas Utility margin and Electric Utility margin are used. Gas Utlity margin is calculated as

Gas utilify revenues less the Cost of gas sald. Electric Utility margin is calculated as Efectric ulility revenues 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 generally collected on a dollar-for-
dollar basis from customers.

Rate Design Strategies

Sales of naturat gas and electricity fo residential and commercial customers are seasonal and are impacted by weather. Trends
in average use among natural gas residential and commercial customers have tended to decline in recent years as mare
efficient appliances and furnaces are installed and the price of natural gas has been volatile. Normal temperature adjustneni
(NTA) and lost margin recovery mechanisms largely mitigate the effect on Gas Utility margin that would otherwise be caused by
variations in volumes sold to these customers due to weather and changing consumption patterns. Indiana Gas' terrilory has
both an NTA since 2005 and lost margin recovery since 2008, SIGECO's natural gas terrifory has an NTA since 2005 and lost
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margin recovery since 2007, The Ohio service femitory had lost margin recovery since 2006. The Ohio lost margin recovery
mechanism ended when new base rates went into effect in February 2009, This mechanism was replaced by a rate design,
commonly referred fo as a straight fixed variable rate design, which is more dependent on monthly service charge revenues and
less dependent on volumetric revenues than previous rate designs. This new rate design, which will be fully implemented in
February 2010, will mitigate most weather risk in Ohio. SIGECO's electric service temitory has neither NTA nor lost margin
recovery mechanisms; however, rate designs proposed in a recently filed rate case requests a lost margin recovery mechanism
that works in tandem with conservation iniliatives, similar to rate designs undertaken in the Indiana gas service farritories.

Tracked Operating Expenses

Margin is also impacted by the coflection of state mandated taxes, which fluctuate with gas and fuel costs, as well as other
tracked expenses. Expenses subject io fracking mechanisms include Ohio uncollectible accounts expense and percent of
income payment plan expenses, costs associated with exiting the merchant function and to perform service riser replacement in
Ohio, Indiana gas pipeline integrity management costs, costs to fund Indiana energy efficiency programs, MISO transmission
revenues and costs, as well as the gas cost component of uncollectible accounts expanse based on hislorical experience and
unaccounted for gas. Unaccounted for gas is also tracked in the Ohio service territory. Certain operating costs, including
depreciation, associated with operating environmental compliance equipment at elechric generation faciliies and regional
electric iransmission investments are also tracked.

Recessionary Impacts

Gas and electric margin genarated from sales to large ctistomers (generally industrial and ather contract customers) is primarily
impacted by averall economic conditions and changes in demand for those customers’ products. The racent recession has had
and may continue to have some negative impact on sales to and usage by both gas and elecfric large customers. This impact
has included, and may continue fo include, tempered growth, significant conservation measures, and increased plant closures
and bankruptcies. While no one industrial customer camprises 10 percent of consalidated revenues, the top five industrial
electric customers comprise approximately 12 percent of electric utility margin for the year ended December 31, 2009, and
therefora any significant deciine in their collective margin could adversely impact operating results. Deteriorating economic
condifions may also lead to continued lower residential and commercial customer counts, Further, resulting from the lower
power prices, decreased demand for eleciricity and higher coal prices associated with confracts negoliated last year, the
Company's coal fired generation has been dispatched less often by the MISO. This has resulted in lower wholesale sales, more
power being purchased from the MISC for native load requirements, and larger coal inventories.

Folflowing is a discussion and analysis of margin generated from regulated ufility operations,

Gas Ulifity Margin (Gas utilily revenues less Cosf of gas sold)
Gas utility margin and throughput by customer type follows:

Year Ended December 31,
{in milions) 2003 2008 2007
Gas utility revenues 8 1066.0 § 14327 § 1,2694
Cost of gas sold 6181 983.1 8472
Total gas utility margin $ 479 § 4496 $ 4222
Margin atfributed fo:
Residential & commercial customers $ 3888 $ 3855 § 3609
Industrial customers 45.8 51.2 487
Other 12.3 128 126
Sold & fransported volumes in MMDth atfributed fo:
Residential & commercial customers 106.5 114.8 1084
Industrial customers 78.0 915 86.2
Total sold & transported volumes 184.5 206.3 194.6
e ——
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For the year ended December 31, 2009, gas utility margins were $447.9 million, a slight decrease of $1.7 million, compared to
2008. Management esfimates a $4.4 million year over year decrease in industrial customer margin associated with lower
volumes sold, and slightly lower residential and commercial customer counts decreased margin approximately $1.7 million.
These recessionary impacis were offset by margin associated with regulatory initiatives. Among all customer classes, margin
increases associated with regulatory initiafives, including 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 higher pass through operaling expenses. The remaining decrease primanily relates fo
Ohio weather and lower miscellaneous revenues associated with reconnection fees. The lower fees as well as the lower
revenue and usage taxes correlate with lower year over year gas costs. The average cost per dekatherm of gas purchased
during 2009 was $5.97 compared to $9.61 in 2008 and $8.14 in 2007,

For the year ended December 31, 2008, gas utility margins increased $27.4 million compared fo 2007, Regulatory initiatives,
including the Vectren North base raie increase, eflective February 2008 and the Veciren South base rate cass effecfive Auqust
2007, added $15.4 million in margin. In 2008, Ohio weather was 8 percent colder than the prior year and resulied in an
estimated increase in margin of approximately $3.2 million compared o 2007. Operating costs, including revenue and usage
taxes, recovered in margin, increased gas margin $7.8 million.

Electric Utility Margin (Electric utility revenues less Cost of fuet & purchased power)
Electric ufility margin and voliurmes sold by customer type follows:

Year Ended December 31,
{in millions) 2004 2008 2007
Electric utility revenues $ 5286 $ 5242 $ 4879
Cost of fuel & purchased power 194.3 1829 174.8
Total electric ufility margi‘|_1 $ 3 8 M3 % 3131
Margin atfributed fo: )
Residential & commercial customers 3 2218 § 2185 § 198.6
Industrial customers 84,5 829 783
Municipals & other customers 7.2 73 153
Subtetal: Retail $ 336 § 3088 % 292.2
Wholesale margin 207 325 20.8
Total electric utility margin $ 3343 § 3413 § 3134
Electic volumes sold in GWh attributed to;
Residential & commercial customers 2,760.8 2,850.5 3,0429
industrial customers 22589 2400.1 25385
Municipals & other 20.0 63.8 635.1
Total retail & firm wholesale volumes sold 5,039.7 53234 8,216.5

Retail

Electric retail uility margin was $313.6 million for the year ended Decernber 31, 2009, and compared to 2008 increased $4.8
million. Increased margin among the customer classes associated with returns on pollution control equipment and other
investmants tofaled $4.5 milion year aver year, and margin associated with fracked costs such as recovery of MISO and
poliution cantrol operating expenses 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 of tracked costs, decreased approximately $4.9

35

000000075




million due primarily fo the weak economy. The industrial decreases are due primarily to lower usage; however, usage began to
stabilize during the third and fourth quarters.

Electric retail utility margin was $308.8 million for the year ended December 31, 2008, an increase of approximately $16.6
miflion comparad 10 2007. The basa rate increase that went into effect on August 15, 2007, produced incremental margin of
$27.0 million year over year when netted with municipal contracts that were allowed to expire. Management estimates the year
over year decreases in usage by residential and commercial customers due to weather, which was very warm the prior summer,
to be $7.5 million. Other usage daclines due in part fo a weakening economy and conservation measures were the primary
reason for the remaining decrease.

Margin from Wholesale Electric Activities

Periodically, generation capacity is in excess of native load. The Company markets and sells this unutilized generating and
fransmission capacity to optimize the return an its owned assets. A majority of the margin generated from these aclivities is
associated with wholesale off-systemn sales, and substantially all offsystem sales occur into the MISO Day Ahead and Real
Time markets.

Furiher detail of Wholesale activity follows:

Year Ended December 31,
{in millions) 2009 2008 2007
Off-system sales $ 61 § 232 % 16.9
Transmission system sales 14.6 9.3 40
Total wholegale margin $ 207 § 325 ¢ 209

For the year ended December 31, 2009, wholesale margin was $20.7 million, representing a decrease of $11.8 million,
compared to 2008. Of the decrease, $17.1 million relates to lower margin retained by the Company from off-system sales. The
Company experienced lower wholesale power marketing margins due primarily to lower demand and wholesale prices due to
the recassion, coupled with increased coal costs. During 2008, margin from off-system sales retained by the Company
increased $6.3 million, compared to 2007, due to an increase in off peak volumes available for sale off system. This increase in
volumes was driven primarily by expiring municipal confracts and increases in wholesale prices. Oif-system sales totaled 603.6
GWh in 2009, compared to 1,512.9 GWh in 2008 and 921.3 GWh in 2007. The base rale increase effective August 17, 2007,
requires fhat wholesale margin from off-system sales eamed above or below $10.5 million be shared equally with customers as
measured on a fiscal year ending in August. Results in 2008 and 2009 reflect the impact of that sharing.

Beginning in June 2008, the Company began earing a return on electric transtnission projects constructed by the Company in
its service territory that meet the criteria of MISC's regional transmission expansion plans. Margin associated with these
projects and other fransmission system operations increased $5.3 million in 2009 compared to 2008. These returns also
primarily account for the $5.3 million increase in transmission system sales in 2008 compared to 2007.

Purchased Power

The Company's mix of generated and purchased electricity changed during 2009 compared to prior years. Far the years ended
December 31, 2009, 2008, and 2007, respectively, the Company purchased approximately 1,159 GWh, 372 GWh, and 416
GWh of power from the MISO and other sources. The total cost associated with these volumes of purchased power is
approximately $43 million, $26 million, and $26 miliion in 2009, 2008, and 2007 respectively, and is included in the Cosf of fuel
& purchased power.

Utility Grou aling Expenses

Other Qperating

For year ended December 31, 2008, offer operating expenses were $304.6 million, increasing $4.3 million compared to 2008.
Approximatety $10.9 mitlion of the change results from increased costs directly recovered through utility margin, Examples of
such fracked costs include Ohio uncollectible accounts expense, Indiana gas pipeline integrity management costs, costs to fund
Indiana energy efficiency pregrams, and MISO fransmission revenues and costs, among others. Increases in other operating
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expenses in 2008, not directly recovered in margin, include an approximate $6.3 million increase for certain compensation costs
and a $4.1 million increase associated with environmental matters. All other operating expenses were approximately $17.0
million fower than the prior year driven primarily by reductions in electric mainfenance costs and lower chemical costs. Despite
significantly lower gas costs due to the recession, Indiana uncallectible accounts expense was only slighfly favarable compared
to 2008.

For the: vear ended December 31, 2008, other operating expenses were $300.3 million, which represenis an increase of $34.2
million, compared to 2007. Costs in 2008 resulting from increased maintenance and other reliability activities, including amortization
of prior deferred costs contemplated in base rate increases, increased approximately $35.3 million year over year. Operating costs
that are directly recovered in ulility margin increased $4.2 million year over year. Costs associated with lower performance
compensation and share based compensation and other cost reducfions pariially offset these increases.

Depreciation & Amortization

In 2009, depreciation & amortization expense increased $15.4 million compared to 2008. The increase in depreciation is due
iargely to plant additions. Plant additions include the approximate $100 miftion SO, scrubber placed into service January 1,
2008, for which depreciation lotaling $5.6 million is directly recovered in electric utility margin. Depreciation expense increased
$7.1 mikion in 2008 compared o 2007. Expense in 2008 includes $3.8 million of increased amortization associated with prior
alectric demand side management costs fo be recovered pursuant to the August 15, 2007 electric base rate order. The
remaining increases are also attributable fo increased utility plant in service.

Taxes Other Than Income Taxes

Taxes other than income taxes decreased $12.0 million in 2009 compared to 2008 and increased $4.2 million in 2008 compared
to 2007. These taxes are primarily revenue-related taxes. The-variations are primarily atfributable to volatility in revenues,
inclusive of changes in natural gas prices and gas volumes sold. These tax expenses are recovered through revenue,

Other Income-Net

Other income-net reflects income of $7.8 in 2008, compared fo $4.0 million in 2008 and $9.4 million in 2007. The variations are
primarily due fo volatile market values associated with investments related to benefit plans.

Interesi Expense

For the year ended December 31, 2008, inferest expense was $79.2 million, which represents a slight decrease of $0.7 million
compared fo 2008. Lower short-tlerm interest rates and lower average short-term debt balances have favorably affected interest
expense vear over year and are reflective of lower gas prices and the issuance of new long-term debt. Offsetling the favorable
impacts of lower rates and short-term balances is the impact of two long-lerm financing fransactions completed in 2009. The
long-term financing transactions include a second quarter issuance by Ufility Holdings of $100 million in unsecured eleven year
notes with an inferest rate of 6.28 percent and a third quarter 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 percent.

For the year ended December 31, 2008, inferest expense was $79.9 million, 2 decrease of $0.7 million campared to 2007, as
lower average short-term debt levels and lower average short-term interest rafes were parfially offset by higher long-term
batances and interest rates.

Income Taxes

Federal and staie ncome faxes decreased $8.4 million in 2008 compared to 2008 and increased $0.9 million in 2008 compared

10 2007. The changes are impacted primarily by fluctuations in pre-tax income and lower effective tax rates. The lower effective
tax rate in 2009 results from more taxable income aflocated to states with low, or no, state income faxes.
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Environmental Matters
Clean Air Act

The Clean Air Interstate Rule {CAIR) is an allowance cap and trade program requiring further reductions from coal-burning
power plants in NOx emissions beginning January 1, 2009 and SO2 emissions beginning January 1, 2010, with a second phase
of reductions in 2015. On July 11, 2008, the US Court of Appeals for the Distiict of Columbia vacated the federal CAIR
regulations. Various parties filed motions for reconsideration, and on December 23, 2008, the Court reinstated the CAIR
regulations and remanded the regulations back to the USEPA for promulgation of revisions in accordance with the Court's July
11, 2008 Order. Thus, the original version of CAIR promulgated in March of 2005 remains effective while USEPA revises it per
the Court's guidance. SIGECQ is in compliance with the current CAIR Phase | annual NOx reduciion requirements in effect on
January 1, 2009 and is also in compliance with SO; reductions effective January 1, 2010. It is possible that a revised CAIR will
requira further reductions in NOx and SO; from SIGECO's generating units. Utilization of the Company’s inventory of NOx and
S0; allowances may akso be impacted if CAIR is further revised; however, most of these allowances were granted to the
Company at zero cost, 50 these changes will not impact the carrying value.

Similarly, in March of 2005, USEPA promuigated the Clean Air Mercury Rule (CAMR). CAMR is an allowance cap and trade
program requiring further reductions in mercury emissions from coal-buming power plants. The CAMR regulations were
vacated by the US Court of Appeals for the DC Circuit in July 2008. In response fo the court decision, USEPA has announced
that it intends to publish proposed Maximum Achievable Control Technology standards for mercury in 2010, It is uncertain what
emission limit the USEPA is considering, and whether they will address hazardous poliutants in addition to mercury, [tis also
passible that the vacatur of the CAMR regulations will lead to increased support for the passage of a multi-pollutant bill in
Cangress.

To comply with indiana's implementation plan of the Clean Air Act of 1890, the CAIR regulations, and fo comply with potential
future regulations of mercury and further NOx and SO; reductions, SIGECO has IURC authority to invest in clean coal
technology. Using this authorization, SIGECO has invested approximately $307 million in pollufion conirol equipment, including
Selective Catalyfic Reduction {SCR) systems and fabric fitters. SCR technology is the most effective methed of reducing NOx
emissions where high removal efficiencies are required and fabric filters control particulate matter emissions. These
investments were included in rate base for purposes of determining new base rates that went into effect on August 15, 2007.
Prior to being included in base rales, returm on invesiments made and recovery of related operating expenses were recovered
through a rider mechanism.

Further, the IURC granted SIGECO authority fo invest in an SO, scrubber at ifs generating facility that is jointly owned with
ALCOA (ithe Company’s portion is 150 MW). The order allows SIGECO to recover an approximale 8 percent retumn on capital
investments through a rider mechanism, which is periodically updated for actual costs incurred less post in-service depreciation
expense. The Company has invested approximaiely $100 million in this project. The scrubber was placed info service on
January 1, 2009. Recovery through a rider mechanism of associated operating expenses including depreciation expense
associated with the scrubber also began on January 1, 2009. The SOz scrubber is in compliance with the additional SO»
reductions required by Phase [ CAIR commencing on January 1, 2010.

SIGECQ's coal fired generating fleet is 100 percent scrubbed for SOzand 90 percent confrolled for NOx. SIGECO's
investrents in scrubber, SCR and fabric filter technology allows for compliance with existing regulations and should position it
to comply with future reasonable podlution control legisiation, if and when, reductions in mercury and further reductions in NOx
and SO, are promulgated by USEPA.

Climate Change

Veciren is committed to responsible environmental stewardship and conservation efforts. While scientific uncertainies exist and
the debate surrounding global climate change is ongaing, current information suggests a potential for adverse economic and
social consequences should world-wide carben dioxide {CO;) and other greenhouse gas emissions continue at present levels.

The Company emits greenhouse gases (GHG) primarily from its fossil fuel electric generation plants. The Company uses
methodology described in the Acid Rain Program (under Title IV of the Clean Air Act) ta calculate its level of dirast CO»
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emissions from its fossil fuel electric generating plants. The Company's direct CO; emissions from its planis over the past §
years are represented below: _

{in thousands) 2009 2008 2007 2006 2005
Direct CO, Emissions (tons}) 5500 v 8029 7,995 7,827 8,242

1/ The decline in emissions fram 2008 ta 2009 is primarily due to recessionary impacts that resulfed in a 30 percent decrease in
generation. It is not clear to what extent this recent reduction may continue.

Based on 2005 data made available through the Emissions and Generation Resource Integrated Database (eGRID) maintained
by the USEPA, the Company’s direct CO, emissions from its fossit fuel electric generation that report under the Acid Rain
Program were less than one half of one percent of all emissions in the United States from similar sources,

Emissions from other Companty operafions, including those from its natural gas distribution operations, are monitored internally
using the Department of Energy 1605(b) Standard, and the Company Is currently assessing how to effectively report these
emissions in relation to the new mandalory reporling requlations set forth by the USEPA.

The need to reduce CO; and other greenhouse gas emissions, et provide affordable energy, requires thoughiful balance. For
these reasons, Vectren supports a national climate change policy with the following elements:

« Aninclusive scope that involves all sectors of the economy and sources of greenhouse gases, and recognizes early
aclions and investments made to mifigate greenhouse gas emissions;

= Provisions for enhanced use of renewable energy sources as a supplement to base load coal generation including
effective energy conservation, demand side management and generation efficiency measures;

*  Afiexible market-based cap and trade approach with zero cost allowance allocations to coak-fired electric generators.
The approach should have a properly designed economic safety valve in order to reduce or eliminate extreme price
spikes and potential price volatility. A long lead time must be included to align nearer-erm technology capabililies and
expanded generation efficiency and other enhanced renewable sirategies, ensuring that generation sources will rely
less on natural gas to meet short term carbon reduction reguirements. This new regime should allow for adequate
resource and generation planning and remove existing impediments to efficiency enhancements posed by the current
New Souwrce Review provisions of the Clean Air Act;

= Inclusion of incentives for investment in advanced clean coal technology and support for research and development;

s Astrategy supporting allernative energy technologies and biofuels and increasing the domestic supply of natural gas fo
reduce dependence on foreign oil and imported natural gas; and

* The allocation of zero cost allowances 1o natural gas disiribution companies if those companies are required to hold
allowances for the benefit of the end use customer.

Current Initiatives lo increase Conservafion & Reduge Fmissions
The Company is committed to a policy thet reduces greenhouse gas emissions and conserves energy usage. Evidence of this
commitment includes:
» Focusing the Company’s mission statement and purpose on corporate sustainability and the need to help customers
cohserve and manage energy costs;
* Building a ranewable energy portfolio to complement base load coal-fired generation in advance of mandaled
renewable energy portiolio standards;
Implementing conservation initiatives in the Company's indiana and Ohio gas utility service territories;
Participation in an electric conservation and demand side management collaborative with the QUCC and other
customer advocate groups;
» Evaluating potential carbon requirements with regard to new generation, other fuel supply sources, and future
environmental compliance plans;
» Reducing the Company’s carban footprint by measures such as purchasing hybrid vehicles and optimizing generation
efficiencles; and
» Developing renewable energy and energy efficiency performance contracting projects through its wholly owned
subsidiary, Energy Sysiems Group.
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Legislative Actions & Other Climale Change Inftiatives

The U.5. House of Representafives has passed a comprehensive energy bill that includes a carbon cap and frade program in
which there is a progressive cap on greenhouse gas emissions and an auctioning and subsequent trading of allowances among
those that emit greenhouse gases, a federal renewable porifolio standard, and utility energy efficiency targets. Current
proposed legislation also requires local natural gas distribution companies fo hold allowances for the benefit of their customers,
As of the date of this filing, the Senate has not passed a bill, and the House hill is not law.

In the absence of federal kegislation, several regional inifiatives throughout the United States are in the process of establishing
regional cap and frade programs. While no climate change legislation is pending in Indiana, the state is an observer to the
Midwestern Regional Greenhouse Gas Reduction Accord.

In advance of a federal or stete renewable portfolio standard, SIGECO received IURC approval fo purchase a 3 MW landfill gas
generation facility from a related entity. The facility was purchased in 2003 and is directly inferconnecied to the Company’s
distribution systam. In 2009, the Company also exectited a long term purchase power commitment for 50 MW of wind energy.
These Iransactions supplement a 30 MW wind energy purchase power agreement execuied in 2008. At December 31, 2009,
the Company’s renewable portfolio is approximately 5 percent of folal generation sources.

In April of 2007, the US Supreme Court defermined that greenhouse gases meet the definition of "air poliutant® under the Clean
Air Act and ordered the USEPA to determine whether greenhouse gas emissions from motor vehicles cause or contribute to air
poliution that may reasonably be anficipated to endanger public health or welfare. In April of 2008, the USEPA published its
proposed endangerment finding for public comment. The proposed endangerment finding concludes that carbon emissiona
from mobile sources pose an endangerment o public health and the environment. The endangerment finding was finalized in
December of 2009, and is the first step foward USEPA regulating carbon emissions through the existing Clean Air Act in the
absence of specific carbon legislation fram Congress. Therefore, any new regulations would Ekely also impact major stationary
sources of greenhouse gases. The USEPA has recently finalized a mandatory greenhouse gas emissions registry which will
require reporting of emissions beginning in 2011 {for the emission year 2010). The USEPA has also recently proposed a
revision to the PSD ({Prevention of Significant Deterioration) and Title V permitting rules which would require facilities that emit
25,000 tons or more of greenhouse gases a year to oblain a PSD permit for new consinsclion of a significant modification of an
existing facility. If these proposed rules were adopted, they would apply to SIGECO's generating facilities,

Impact of Legisiative Actions & Other Inftiatives is Unknown

If legistation requiring reductions in CO; and other greenhouse gases or legisfation mandating a renewable energy porifolio
standard is adopted, such regulation could substantially affect both the costs and operating characieristics of the Company's
fossil fuel generafing plants, nonutility coal mining aperations, and natural gas distribution businesses. Further, any legislation
would likely impact the Company’s generation resource planning decisions. At this time and in the absence of final legisiation,
compliance costs and other effects associated with reductions in greenhouse gas emissions or obtaining renewable energy
sources remain uncertain. The Company has gathered preliminary estimates of the costs to comply with a cap and trade
approach to confrolling greenhouse gas emissions. A preliminary investigation demonstrated costs to comply would be
significant, firsi with regard operating expenses far the purchase of allowances, and later for capital expenditures as technology
becomes available to control greenhouse gas emissions. However, these compliance cost estimates are based on highly
uncertain assumptions, including allowance prices and enerqy efficiency targats. Costs to purchasa allowances that cap
greenhouse gas emissions should be considered a cost of providing electricity and gas, and as such, the Company believes
recovery should be timely refiected in rates charged to customers. Approximately 20 percent of electric volumes sold in 2008
were deliverad to municipal and ather wholesale customers, As such, reductions in these volumes in 2008 coupled with the
flexibility to further modify the level of these transactions in future periods may help with compliance since emission targets are
expected to be based on pre-2008 levels.

Ash Ponds & Coal Ash Disposal Regulations

The USEPA is considering addifional regulatory measures affecting the management and disposal of coal combustion products,
such as ash generated by the Company’s coal-fired power plants. Additional laws and regulations under consideration more
stringently regulate these byproducts, including the potential for coal ash to be considered a hazardous waste in certain
circurnstances. The USEPA has indicaied that it infends fo propose a ruie during 2010. At this time, the Company is unable to
predict the outcome any such revised regulations might have on operating results, financial position, or liquidity.
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Jacobsville Superfund Site

On July 22, 2004, the USEPA listed the Jacobsvifle Neighborhood Soit Contemination site in Evansville, Indiana, on the National
Priorities List under the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA). The USEPA has
identified four sources of historic lead confamination. These four sources shut down manufacturing operations years ago.

When drawing up the boundaries for the fisting, the USEPA included a 250 acre block of properties surrounding the Jacobsville
neighborhood, including Yectren's Wagner Operations Center, Vectren's properfy has not been named as a source of the lead
contamination. Vectren's own soil tesfing, completed during the construction of the Operations Center, did not indicate that the
Vectran propery containg lead contaminated soils abave industrial cleanup levels. At this ime, it is anficipated that he USEPA
may request cnly additional soil testing af some fuiure date,

Environmental Remediation Efforts

In the past, Indiana Gas, SIGECO, and others operated facilities for the manufacture of gas. Given the availability of natural
qas transparted by pipelines, fhese facilitiss have nat bean aperaled for many years. Under currently applicable enviranmendal
laws and regulations, these that owned or operated these facilities may now be required fo take remedial action if certain
contaminants are found above the regulatory thresholds at these sites.

Indiana Gas identified the existence, location, and certain general characteristics of 26 gas manufacturing and storage sites for
which it may have some remediat responsibility. Indiana Gas completed a remediat investigation/fieasibiliy study (RUFS) at one
of the sites under an agreed order between Indiana Gas and the IDEM, and a Record of Decision was issued by the IDEM in
January 2000. Indiana Gas submitted the remainder of the sites to the IDEM's Voluntary Remediation Program (VRP) and is
currently conducting some level of remedial acfivities, including groundwater monitoring at certain sites, where deemed
appropriate, and will continue remedial aclivities at the sites as appropriate and necessary.

Indiana Gas accrued the estimated costs for further investigation, remediation, groundwater manitoring, and related costs for
the sites. While the iotal costs that may be incurred in connection with addressing these sites cannot be delermined at this
time, Indiana Gas has recorded cumulative costs that it reasenably expects to incur totaling approximately $23.2 miion. The
eslimated accrued costs are limited to Indiana Gas’ share of the remediation efforts. Indiana Gas has arrangements in place for
18 of the 26 sites with other potentially responsible parfies (PRP), which limit Indiana Gas' costs at these 19 sites to between 20
percent and 50 percent.

With respect ta insurance coverage, Indiana Gas has sefled with ail known insurance carriers under insurance policies in effect
when these plants were in operation in an aggregate amount approximating $20.8 millicn.

In October 2002, SIGECO received a formal information request letter fram the IDEM regarding five manufactured gas plants
that it owned and/or operated and were not enrolled in the IDEM's VRP. In October 2003, SIGECO filed applications ta enter
Tour of the manufactured gas plant sites in IDEM's VRP. The remaining site is currently being addressed in the VRP by another
Indiana uility. SIGECO added those four sies into the renewal of the global Voluntary Remediation Agreement thaf Indiana
Gas has in place with IDEM for its manufactured gas plant sites. That renewal was approved by the IDEM in February 2004,
SIGECO s also named in a lawsuit filed in federat district court in May 2007, involving ancther waste disposal site subject to
patential environmental remediation efforts. With respect fo that lawsuit, in an October 2009 court degision, SIGECO was found
to be a PRP at the site. However, the Court must stitl determine whether such costs should be allocated among a number of
PRPs, including the former owners of the site. SIGECQ has filed a declaratory judgment action against its insurance carmiers
seeking a judgment finding its carriers liable under the policies for coverage of further investigation and any necessary
remediation costs that SIGECO may accrue under the VRP program and/or related 1o the site subject to the May 2007 lawsuit.

SIGECO has recorded cumulative costs that it reasonably expects to incur related to these environmental matters tofaling
approximately $11.1 milion. However, given the uncertainty surrounding the allocation of PRP responsibility associated with
the May 2007 lawsuit and other matters, the fotal costs that may be incumed in connection with addressing all of these sites
cannot be determined at this fime. With respect to insurance coverage, SIGECO has setfled with certain of ifs known insurance
carriers under insurance policies in effect when these sites were in operation in an aggregate amount of $8.1 million;
negotiations are ongoing with others.

Total costs expected to be incurred are estimated by management using assumptions based on actual costs incurred, the timing
of expected future payments, and inflation factors, among others. While the Company's utilities have recorded all costs which
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they presently expect fo incur in connection with activities at these sites, it is possible that future events 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, 2008 and December 31, 2008, approximately $6.5 million of accrued, but not yet spent,
remediation costs are included in Othar Liabilities related 1o both the Indiana Gas and SIGECQ sites.

Rate & Reguiatory Matters

Gas and electric operations with regard fo retail rates and charges, terms of service, accounting matters, issuance of securitiss,
and certain other operational matters specific to its Indiana customers are regulated by the IURC. The retail gas operations of
the Chio oparations are subject to regulation by the PUCO.

{5as rates in Indiana contain a gas cost adjustment {(GCA) clause. The GCA clause allows the Company to charge for changes
in the cost of purchased gas. Electric rates contain a fuel adjustment clause (FAC) that allows for adjustment in charges for
electric energy to reflect changes in the cost of fuel. The net energy cost of purchased power, subject o a variable benchmark
based on NYMEX natural gas prices, is also recovered through regulatory proceedings. The IURC approved agreement
authorizing this recovery expires in April 2010, and is subject to automatic annual renewals.

GCA and FAC procedures involve periodic filings and IURC hearings to establish the amount of price adjusiments for a
designaled future period. The procedures also provide for inclusion in fater periods of any variances between the estimated
cost of gas, cost of fuel, and net energy cost of purchased power and actual costs incurred. The Company records any under-
or-over-recavery resutfing from gas and fuel adjustment clauses each month in margin. A corresponding asset or liability is
recorded until the under-or-over-recovery is billed or refunded fo ufility customers.

The IURC has also applied the statute authorizing GCA and FAC procedures io reduce rates when necessary fo limit net
operating income fo a leve! authorized in its last general rate order through the application of an eamings test. These eamings
tesis have nat had any material impact {o the Company’s recent operating resuls.

Prior to October 1, 2008, gas costs were recovered in Ohio through a gas cost recovery {(GCR) clause. The GCR clause
operated similar fo the GCA clause in indiana. The PUCO periodically audited the GCR rates. The PUCO has completed all
audits of periods prior to Oclober 2008, and no issues or findings are outstanding. After October 1, 2008, the Company is no
longer the supplier, and the GCR is no longer necessary.

Vectren South Electric Base Rate Filing

On December 11, 2009, the Company filed a request with the IURC to adjust its electric base rates in fis South service ferrilory.
The requested increase in base rates addresses capital investmenis, a modified electric rate design that facilitates a partnership
between the Company and customers to pursue energy efficiency and conservation, and new energy efficiency programs fo
complement those currently offered for natural gas customers. [n total the request approximated $54 milion. The request
addresses the roughly $325 million spent in infrastructure construction since its last base rate increase in August 2007 that was
needed to continue to provide refiable service. Most of the remainder of the request is fo account for the now lower overall
sales levels resulting from the recession. A portion of the request reflects a slight increase in annual operating and
maintenance cosls since the last rate case, nearly four years ago. The rate design proposed in the filing would break the link
between customers’ consumpiion and the utility's rate of refurn, ihereby aligning the ufility's and customers' interests in using
less energy. The request assumes an overall rate of return of 7,62 percent on rate base of approximately $1,264 million and an
allowed return on equity (ROE) of 10.7 percent. Based upon timelines prescribed by the IURC at the start of these proceedings,
a decision is expected to be issued at the end of 2010.

VEDQ Gas Base Rate Order Received

On January 7, 2009, the PUCO issued an order approving the stipulation reached in the VEDO rale case. The order provides
for a rate increase of nearly $14.8 million, an overall rate of return of 8.89 percent on rate base of about $235 million; an
opportunity to recover costs of a program lo accelerate replacement of cast iron and bare steel pipes, as well as certain service
risers; and base rate recovery of an additional $2.9 million in conservation program spending.
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The order also adjusted the rale design used to collect the agreed-upon revenue from VEDO's customers. The order alfows for
the phased movement foward a straight fixed variable rate design which places substantially all of the fixed cost recovery in the
customer service charge, A siraight fixed variable design mifigates most weather risk as well as the effects of declining usage,
similar ta the Company’s lost margin recovery mechanism, which expired when this new rate design went info effect on
February 22, 2009. In 2008, annual results include approximately $4.3 million of revenue from a lost margin recovery
mechanism that did not continue once this base rate increase went into effect. After year one, nearly 90 percent of the
combined residential and commercial base rate margins were recovered through the customer service charge. The OCC has
filed & request for rehearing on the rate design finding by the PUCO. The rehearing request mirrors similar requests filed by the
QCC in each case where the PUCO has approved similar rate designs. The Ohio Supreme Court has yet o act on the OCC's
request in this instance, but in two similar cases, the Court denied such requests.

With this rate order the Company has in place for its Ohia gas territory rates that allow for the phased implementation of a
straight fixed variable rate design that mitigates bath weather risk and lost margin; fracking of uncollectible accounts and
percent of income payment plan (PIPP) expenses; base rate recovery of pipeline integrily management expense; fimely
recovery of costs associated with the accelerated replacement of bare steel and cast iron pipes, as well as certain service
tisers; and expanded conservation programs now fotaling up 1o $5 milfion in annual expenditures. The straight fixed variable
rate design wilt be fully phased in by February 2010.

VEDQ Contines the Process o Exit the Merchant Function

On August 20, 2008, the PUCO approved an auction selecting qualified wholesale suppliers to provide the gas commodily io
the Company for resale o its customers at auction-determined standard pricing. This standard pricing is comprised of the
monthly NYMEX settlement price plus a fixed adder. This auction, which is effective from October 1, 2008 through March 31,
2010, is the initial step in exifing the merchant function in the Company’s Ohio service temitory. The approach eliminafed the
need for monthly gas cost recovery (GCR) filings and prospective PUCO GCR audits. In October 2008, VEDO's entire natural
gas invendory was transferred, receiving proceeds of approximaiely $107 million.

The second phase of the exit process begins on April 1, 2010, during which the Company will no longer sell natural gas directly
to these customers. Rather, state-certified Competitive Retail Natural Gas Suppliers, that are successful bidders in a second
regulatory-approved auction, will sell the gas commeodity to specific customers for 12 manths at auction-determined standard
pricing. That auction was conducted on January 12, 2010, and the auction resufts were approved by the FUCO on January 13.
The plan approved by the PUCO requires that the Company conduct at least two auctions during this phase. As such, the
Company will conduct another auction in advance of the second 12-month term, which will commence on April 1, 2011.
Cansistent with current practice, customers will cantinue ta recelve one bill for the delivery of natural gas service.

The PUCQ has also provided for an Exit Transition Cost rider, which allows the Company ta recover cosls associated with the
transition. As the cost of gas is currently passed through fo customers through a PUCO approved recovery mechanism, the
impact of exiting the merchant function should not have a material impact on Company eamings or financial condition.

Vecftren North Gas Base Rate Order Received

On February 13, 2008, the Company received an order from the IURC which approved the sefflement agreement reached in its
Vectren North gas rate case. The order provided for a base rate increase of $16.3 million and a refurn on equity {ROE) of 10.2
percent, with an overall rate of return of 7.8 percent on rate base of approximately $793 million. The order also provides for the
recovery of $10.6 million of costs through separale cost recovery mechanisms rather than base rates.

Further, additional expenditures for a multi-year bare steel and cast iron capital replacement program will be afforded certain
aceounting reatment that mitigates earnings atlrition from the investment between rate cases. The accounting freatment allows
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. To qualify for this treatment, the annual expenditures are limited to $20 million and the
trealment cannot extend beyond four years on each project.

With this order, the Company has in place for its North gas territory weather normalization, a conservation and lost margin

recovery tariff, tracking of gas cost expense related fo a uncoliectible accounts expense level based on historical experience
and unaccounted for gas through the existing GCA mechanism, and tracking of pipeline integrity management expense.
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Vectren South Gzs Base Rate Order Received

On August 1, 2007, the Company received an order from the IURC which approved the settlement reached in Vectren South's
gas rate case. The arder provided for a base fate increase of $5.1 million and a ROE of 10.15 percent, with an overal rate of
refum of 7.2 percent on rate base of approximately $122 million. The order also provided for the recavery of $2.6 miliion of
costs through separaie cost recovery mechanisms rather than base rates.

Further, additional expenditures for a multi-year bare steel and cast iron capital reptacement program will be afforded certain
accounting ireatment that mitigates eamings alirition from the investment between rafe 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 are included in base rates. To qualify for this freatment, the annual expenditures are limited 1o $3 million and the treatment
cannot extend beyond three years on each project.

With this arder, the Company now has in place for its Souih gas territory weather normalization, a conservation and lost margin
recovery tariff, fracking of gas cost expense related fo a uncollectible accounts expense level based on histarical experience
and unaccounted for gas through the existing gas cost adjustment mechanism, and tracking of pipeline integrity management
expense.

Vectren South Electric Base Rate Qrder Received

In August 2007, the Company received an order from the WRC which approved the seitlement reached in Veciren South's
electric rale case. The onder provided for an approximaie $60.8 million electric rate increase to cover the Company's cosi of
system growth, maintenance, safety and reliability. The order provided for, among other things: recovery of ongoing costs and
deferred costs associated with the MISO; operations and maintenance (O&M) expense increases related to managing the aging
workforce, including the development of expanded apprenticeship programs and the creation of defined training programs to
ensure proper knowledge fransfer, safety and system stability; increased O&M expense necessary to maintain and improve
system reliability; benefit to customers from the sale of wholesale power by Vectren sharing equally with customars any profit
eamed above or below $10.5 million of wholesale power margin; recovery of and return on the investment in past demand side
management programs to help encourage conservatian during peak load periods; timely recovery of the Company’s investment
in certain new electric fransmission projects that benefit the MISO infrastructure; an overall rate of return of 7.32 percent on rate
base of approximately $1,044 miliian and an allowed ROE of 10.4 percent.

MISO

Since 2002 and with the IURC’s approval, the Company has been a member of the MISO, a FERC approved regional
transmission organization. The MISO serves the electrical transmission needs of much of the Midwest and maintains
operafional control over the Company's electric iransmission faciliies as wel as that of other Midwest utilities, Since Apri 1,
2005, the Company has been an active pariicipant in the MISO energy markets, bidding its owned generation into the Day
Ahead and Real Time markets and procuring power for its retail customers at Locational Marginal Pricing (LMP) as delermined
by the MISO market.

Historicalfy, the Company has typically been in a net sales position with MISO as generation capacity ks in excess of that
neaded to serve native load and is from time fo time in a net purchase position. When the Company is a net seller such net
revenues are included in Electric utility revenues and when the Company s a net purchaser such net purchases are included in
Cost of fuel & purchased power. Net pasitions are determined on an hourly basis. Since the Company became an active MISO
member, its generation optimization strategies primarily involve the sale of excess generation info the MISO Day Ahead and
Real-Time markefs. The Company alsc has municipal customers served through the MISO and for which the Company
transmits pawer to the MISO for delivery to those customers. Nat revenues from wholesale activities, inclusive of revenues
associated with these municipal contracts, totaled $20.8 million in 2009, $57 6 million in 2008, and $35.0 million in 2007. The
base rate case effective August 17, 2007, requires that wholesale margin (net revenues less the cost of fuel & purchased
power) inclusive of this MISQ wholesale activity earned above or below $10.5 milion be shared equally with retail customers as
measured on a fiscal year ending in August.

Recently, MISO market prices have fallen and the Company has more frequently been a net purchaser. In addition, the
Company also receives power through the MISO associated with its wind and ather power purchase agreaments. Including
these power purchase agreements, the Company purchased energy from the MISO totaling $34.2 million in 2009, $15.5 milion
in 2008, and $18.2 million in 2007, To the extent these power purchases are used for retail load, they are subject to FAC filings.
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The Company also receives transmission revenue that results from other MISO members’ use of the Company's transmission
system. These revenues are also inciuded in Efectric utility revenues. Generally, these fransmission revenues along with costs
charged by the MISO are considered components of base rates and any variance from that included in base rates s recovered
from/ refunded o retail customers through tracking mechanisms.

As a result of MISO's operational control over much of the Midwestern electric fransmission grid, inchiding SIGECO’s
transmission facilities, SIGECO’s continued ability to import power, when necessary, and export power fo the wholesale market
has been, and may continue to be, impacted. Given the nature of MISC's policies regarding use of fransmission facilities, as
well as ongoing FERC inifiatives, and a Day 3 ancillary services market (ASM}, where MISO began providing a bid-based
regulation and contingency operating reserve markets on January 6, 2008, it is difficult to predict near term operational impacts.
The IURC has approved the Company's parficipation in the ASM and has granted authorily fo recover costs associated with
ASM, To date impacts from the ASM have been minor.

The need to expend capital for improvements to the regional transmission system, both fo SIGEC('s facilifies as well as fo
those facilities of adjacent utilities, over the next several years is expected {o be significant. Beginning in June 2008, the
Company began timely recovering its investment in certain new electric transmission projects that benefit the MISC regional
infrastructure at a FERC approved rate of return. Such revenues recorded in Efectric utilily revenues assaciated with projects
meeting the crileria of MISO's transmission expansion plans totaled $8.1 miliion in 2008 and $4.8 million in 2008.

One such project currently under construction is an intersfate 345 kilovolt transmission line that will connact Vectren's A.B.
Brown Generating Station to a station in indiana owned by Duke Energy to the north and to a station in Kentucky owned by Big
Rivers Electric Corparation to the south. Throughout the project, SKGECO is fo recover an approximate 10 percend retum,
inclusive of the FERC approved equity rate of reium of 12.38 percent, on capital investments through a rider mechanism which
is updated annually for estimated costs to be incurred. Of the total investment, which is expected to approximate $75 million, as
of Dacemher 31, 2008, the Company has invested approximately $21.3 million. The Company expects this project fo be fully
operational in 2011. At that time, any operating expenses inchkding depreciation expense are also expected to be recovered
through a FERC approved rider mechanism. Further, the approval allows for recovery of expenditures made even in the event
currently unforeseen difficufies delay ar permanently halt the project.

Results of Operations of the Nonutility Group

The Nonutility Group operates in three primary business areas: Energy Markefing and Services, Coal Mining, and Energy
infrastrucfure Services. Energy Marketing and Services markets and supplies natural gas and provides energy management
services. Coal Mining mines and sells coal. Energy Infrastructure Services provides underground construction and repair and
piovides performance confracting and renewable energy services. There are also other legacy businesses that have invested
in energy-refated opportunities and services, real estate, and leveraged leases, among other investmenis. The Nonutility Group
supports the Company's regulated utiities pursuani to service confracts by providing natural gas supply services, coal, and
infrastructure services. Nonutility Group eamings for the years ended Decamber 31, 2009, 2008, and 2007, follow;

Year Ended December 31,
(fn millions, except per share amounts} 2009 2008 2007
NET INCOME EXCLUDING LIBERTY CHARGE $ 7T % 189 § 37.0
CONTRIBUTION TO VECTREN BASIC EPS,
EXCLUDING LIBERTY CHARGE $ 047 $ 024 § 0.49
NET INCOME ATTRIBUTED TO:
Energy Marketing & Services (Excluding Liberty Charge) $ 160 § 180 § 223
Mining Operations 134 {4.6) 20
Energy Infrastructure Services 10.8 1.4 9.4
Cther Businesses (2.5) (5.9) 0.3
Synfuels-related - - 3.0

Including the Liberty Charge of $11.9 million after tax, the Nonutility Group generated net income of $25.8 million
for the year ended December 31, 2009.
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Impact of the Recent Recession

Despite the beginning of recovery, the recent recession has resulted in, and may continue to result in, a lower level of economic
activity and greater uncertainty regarding energy prices and other key factors that impact the Nenutility Group. Economic
declines have been accompanied by a decrease in demand for products and services offered by nonutility operations. The
recent recession has had, and may continue to have, some negative impact on utility industry spending for construction
prcjects, demand for coal, and spending on performance contracling and renewable energy expansion. It is also possible that if
a weak economy continues, there could be further reductions in the value of certain nonutility real estate and other legacy
investments.

Energy Marketing & Services

Energy Marketing and Services is comprised of the Company's gas marketing operations, energy management services, and
retail gas supply operations. Operating entities contributing to these results include Proliance and Vectren Source. Resulis,
inclusive of holding company costs but excluding the Liberty Charge of $11.9 million after tax, from Energy Marketing and
Services for the year ended December 31, 2009, were eamings of $16.0 million, compared to $18.0 million in 2008 and $22.3
million in 2007.

Proliance

ProLiance, a nonuiility energy marketing affiliate of Vactren and Citizens, provides services fo a broad range of municipalities,
utilities, industrial operatians, schools, and healthcare institutions located throughout the Midwest and Southeast United States.
ProLiance’s customers include Vectren's Indiana utiliies and nonutility gas supply operations and Citizens' ufilities. ProLiance's
primary businesses include gas marketing, gas portiolio optimization, and other portlolic and energy management services.
Consistent with its ownership parcentage, Vectren is allocated 61 percent of ProLiance’s profits and losses; however,
governance and veting rights remain ai 50 percent for each member; and therefore, the Company accaunts for its investment in
ProLiance using the equity method of accounting. Veciren received regulatory approval on April 25, 2006, from the IURC for
ProLiance io conlinue (o provide natural gas supply services to the Company’s Indiana ufilities through March 2011, Forthe
year ended December 31, 2009, 2008, and 2007, the amounts recorded 1o Equily in earnings of unconsolidated affiliates related
to ProLiance's operations, excluding the Liberty Charge, totaled income of $23.6 million, $39.5 million, and $41.0 million,
respectively.

Vectren Energy Marketing and Services, Inc (EMS), a wholly owned subsidiary, holds the Company's investment in ProLiance.
Within the consolidated enlity, EMS is responsibie for certain financing costs associated with ProLiance and is also responsible
for income taxes related o the Company’s portion of ProLiance’s results. During the year ended December 31, 2008,
ProLiance’s eamings, inclusive of financing costs and income taxes, were approximately $9.6 million compared to $19.3 million
in 2008 and $22.2 milkion in 2007.

During 2009, ProLiance’s eamings contribution decreased $9.7 million compared to 2008. The decrease primarily reflects lower
cash to NYMEX spreads compared to the prior year, particularly spreads existing in the third quarter of 2008 that had
unprecedented price volatility and resulied in record quarterly earnings from ProLiance. ProLiance’s eamings confribution
decreased $3.6 million in 2008 compared to 2007 and is reflective of lower operating results. ProLiance’s storage capacity at
December 31, 2009 is 46 Bcf compared to 42 Bef at December 31, 2008 and 40 Bef at December 31, 2007.

Investment in Liberty Gas Siorage

Liberty Gas Storage, LLC {Liberty}, a joint venture between a subsidiary of ProLiance and a subsidiary of Sempra Energy (SE},
is a development project for salt-cavern natural gas storage facilities. ProLiance is the minority member with a 25 percent
interest, which & accounts for using the equity method. The project was expected to include 17 Bef of capacity in its north
facility {previously referred to as the Sulfur site, located near Sulfur, Louvisiana), and an additional 17 Bef of capacity in its south
facility (previously referred to as the Hackberry site, near Hackberry, Louisiana). As more fully described below, it is how
expected that only the south facility will be completed by the joint venfure. This facility is expected to provide at least 17 Bef of
capacity. The Liberty pipeline sysiem is currently connected with several infersiate pipelines, including the Cameron Inferstaie
Pipeline operated by Sempra Pipelines & Storage, and will connect area LNG regasification terminals to an inferstate natural
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gas Iransmission sysiem and storage facilities. ProLiance's invesiment in Liberty is $37.3 million at December 31, 2009, after
reflecting the charge discussed below.

In late 2008, SE advised Prol.iance that the completion of the phase of Liberty’s development at the north site had been delayed
by subsurface and well-complefion problems. Based an testing performed in the second quarter of 2009, SE determined that
attempis at corrective measures had been unsuccessful in development of certain caverns. At June 30, 2009, Liberty recorded
a charge of approximately $132 million to write off the north cavems and certain relaled assets. As an equity investor in Liberty,
ProlLfance recorded ifs share of the charge, totaling $33 million at June 30, 2009. The Company's share is $11.9 mitlion after
tax, or $0.15 per share. In the Consolidated Statement of Income for the year ended December 31, 2008, the charge is an
approximate $18.9 million reduction fo Equity in earnings of unconsofidated affiiates and an income tax benefit reflected in
fncome taxes of approximately $8.0 million. The Company and ProLiance do not expect issues associated with Liberty to
impact future liquidity or access fo capital. Further, it is not expected that the delay in Liberly's development will impact
ProLiance's ability fo meet the needs of its customers.

Regulatory Matter Resolved

Proliance self reported fo the FERC in Oclober 2007 possible non-compliance with the FERC'’s capacity release poficies.
ProLiance has taken corrective actions 1o assure that current and future transactions are compliant. Ouring the second quarter
of 2009, ProLiance resolved the matter with FERC. The amount of the penalty was not material fo the Company’s consolidated
operating resulis, financial position or cash flows.

Veciren Source

Vectren Source, a wholly ovmed subsidiary, provides natural gas and other related products and services to customers opling
for choice among energy providers. Vectren Source eamed approximately $6.4 million in 2009, compared to $1.9 million in
2008 and $1.2 million in 2007. The record earnings in 2009 resulted primarily from favorable market conditions over the course
of 2009's first quarter as revenues on variable priced sales confracts fell more slowly than gas costs. Resulis in 2008 wera
impacted by a $0.5 million gain on the sale of its Geongia customer base. Vectren Source's customer count at December 31,
2009 was approximately 189,000 equivalent customers, compared fo 170,000 at December 31, 2008 and 161,000 at December
31, 2007. This customer base reflects nearly 33,000 equivalant customers in VEDO's service {erritory as part of VEDO's
process of exiting ihe merchant junction. Veciren Source began providing services to these VEDO customers on October 1,
2008. This service wilt end March 31, 2610, Vectren Source was a successful bidder in the second regulatory-approved auction
that was conducted on January 12, 2010 refated to VEDO's exit the merchant function. As a result of this auction, Vectren
Soutce will sell gas commadity directly to approximately 35,000 equivalent customers in VEDO's service terrifory through April
1, 2011.

Coal Mining

Coal Mining mines and sells coal to the Company's utility operations and fo third parties through its wholly owned subsidiary
Vectren Fuels, Inc. (Vectren Fuels). Coal Mining, inclusive of holding company costs, eamed approximately $13.4 million in
2009, compared fo a loss of $4.6 million in 2008 and eamings of $2.0 million in 2007.

Compared to 2008, Coal Mining eamings have increased based on new contract pricing effective January 1, 2009. The impact
of higher revenues has been somewhat offset by increased costs per ton mined and the recession. The anticipaled cost
increase was reflective of eforts io reconfigure fhe mining operation at Prosperity mine in order to improve future productivity
and meet Mine Safety and Health Adminisiration (MSHA) requirements. During the second half of 2009, these improvements
began to favorably impact production and operating costs. The recent recession resulted in a decrease in the demand for, and
market price of, llinois Basin coal and lower than anticipated earnings from coal mining operations. The lowered demand has
caused some build up of coal inventory af most customer locations as well as at Vectren Fuels’ mines. As a resuit of confracts
with minimum delivery provisions, certain customers scaled back their deliveries within specified limits. This resulted in less
2009 mine production as Vectren Fuels reduced preduction to align with customer's needs. Further, Vectren Fuels is currently
in a dispute with one customer regarding its purchase contract, and Veciren Fuels is working fo resolve the dispute. In the
current market conditions, Vectren Fuels scld 3.5 million fons in 2009 compared fo 4.2 million tons in 2008 and 4.7 million fons
in 2007. The original expectation for 2002 was to sell between 4.6 and 5.2 million tons. Further, the higher customer coal
inventory levels will likely cause the current demand and supply imbalance to extend inio 2010. Early 2010 has shown some
decline in customer inventory levels, due largely to colder weather and the resulfing increased demand,
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The decrease in earnings in 2008 compared to 2007 was primarily due fo lower production and increased roafing structure costs
as a result of revised MSHA regulatory guidelines which necessilated changes fo the mining plan. As a result, the yield at the
Prosperity mine decreased approximalely 4 percent in 2008 compared ta 2007, In addition, 2008 was impacted by higher diesel
fuel costs and unfavorable geclogic canditions at the Company's surface mine, which resulted in more costs to enhance the
BTU content of mined coal.

Oaktown Mines

The first of two new underground mines located near Vincennes, Indiana, which began minor coal extraction in the latter haf of
2008, is now operational. The second mine is currently expected 0 open in 2011, However, Vectren Fuels may confinue fo
change this time table as it evaluates the impacis of curment market conditions. Reserves at the two mines are estimated at
about 100 millicn tons of recoverable number-five coal at 11,200 BTU and less than 6-pound sulfur dioxide. The reserves at
these new mines bring total coal reserves to approximately 135 million tons at Dacember 31, 2009, Once in production, the two
new mines are capable of producing about 5 million tons of coal per year. Due 1o the delay in the opening of the mines,
management expects to incur approximately $200 million o access the coal reserves. At December 31, 2008, Veclren Fuels
has invested approximately $174 million in the new mines.

Energy Infrastructure Sarvices

Energy Infrastructure Services provides energy performance contracting and renewable energy services thraugh Energy
Systems Group, LLC (ESG) and underground construction and repair to utility infrastructure through Miller Pipeline Corporation
{Miller). Inclusive of holding company costs, Energy Infrastructure’s operations contributed eamings of $10.8 million in 2009,
compared to $11.4 million in 2008 and $9.4 million in 2007.

Enerqy Systems Group

ESG's eamings were $8.8 million in 2009, compared to $6.7 million in 2008 and $4.0 million in 2007. The increases are
primarily due to the continued focus on renewable energy, energy conservation, and sustainability measures by ESG's
customers, In 2008, the increase is primarily a result of increased performance contracting revenues. As part of ESG's ongoing
renewable energy project development strategy, resuls in 2009 include the sale of a 3 MW seli-developed landfill gas facility.
With approval from the IURC, the facifity was sold to SIGECQ, as part of the utility’s strategy to continue to build a renewable
energy portfolio. ESG's results associated with this renewable project match the results of a similar land fill gas project
completed near Atlanta, Georgia in 2008. At December 31, 2009, ESG's backlog was $70 million, compared to $65 million at
December 31, 2008 and $52 million at December 31, 2007. The national focus on a comprehensive energy stralegy as
evidenced by the Energy Independence and Security Act of 2007 and the American Recovery and Reinvestment Act of 2008 is
likely to create favorable conditions for ESG’s growth and resulting earnings.

Miller Pipeline

Miller's 2009 eamnings were $3.1 million compared to $6.2 milfion in 2008 and $6.1 million in 2007, The decrease in 2009
primarily results from customer cutbacks in spending as a result of the recession. In addition, starfup costs associated with new
canfracls also negatively impacted year aver year resulls. Lower interest rates parfially offset the lower margins. The years
ended December 31, 2008 and 2007 were record years in lerms of eamings confribution from Miller. As the couniry continues
to replace its aging natural gas infrastructure and needs for shale gas infrastructure become more prevalent, Miler is positioned
for future growth.

Other Businesses

Within the Nonutility business segment, there are legacy invesiments, outside of primary operations, involved in energy-related
opportunities and services, real estate, leveraged leases, and other ventures, including investments in the Haddington Energy
Partnerships {Haddington).

As of December 31, 2009, remaining legacy investments included in the Other Businesses portiolio total $64.5 million, of which
$46.2 mitlion are included in Other nonutility investments and $18.3 million are included in Investments in unconsolidafed
affiliates on the Consolidated Balance Sheef. Further separation of that remaining investment by type of investment follows:
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commercial real estate $21.0 million; Haddington $9.7 million; affordable housing projects $7.8 million; leveraged leases $17.5
million, and other investments, including a note receivabie from the Cily of Alameda, California, $8.5 million. As of December
31, 2008, investments totaled $71.8 million.

Other Businesses reporled a loss of $2.5 million in 2009, compared fo a loss of $5.9 million in 2008 and earnings of $0.3 million
in 2007. Results in 2008 reflect a write-down associated with commercial real estate investments.

2008 Commercial Real Estate Charge

The recent economic recession impacted the value of commercial real estate investments within this portfolio, and the prospect
for recovery of that value diminished. During 2008, the Company assessed its commercial real estate investments for
impairment and identified the need to reduce their carrying values. The 2008 impairment charge totaled $10.0 million, $5.9
million after fax, or $0.08 per basic earnings per share. Of the $16.0 million charge, $5.2 miltion is included in Other-net and
$4.8 million is included in Other operating expenses. The charge impacted the carrying values of primarily notes recelvable
collateralized by commercial real estate and an office buikding of which the Company ook possession when a leveraged lease
expired in 2008 and that is currently for sale.

Synfuel-Related Activity

Tax laws authorizing synifuel credits expired on December 31, 2007. Prior fo that date, the Company had active synthelic fuel
investments, including an investment in Pace Carbon Synfuels, LP (Pace Carbon). In addition, Vectren Fuels generated
pracessing fees from other synfuel producers. Activity since December 31, 2007 has been insignificant and is generally focused
on winding down parinership operations at Pace Carbon,

Generally, tha sfatute of Emitations for the IRS to audit a tax retumn is three yaars from filing. Therefore, tax credits generated by
the investment in Pace Carbon and ulilized in 2006 — 2007 are still subject io IRS examination. However, avenues remain
where the IRS could challenge tax credits for the years prior to 2006. As a partner of Pace Carbon, Vectren reflected
cumulative synfuel tax credits of approximately $101 million in its consolidated resuits, of which approximately $22 million were
generated in 2006 and 2007, Veciren has utilized all of the credits generated.

Synfuel tax credits were only available when the price of oil was less than a base price specified by the IRC, as adjusted for
inflation. Due to high oil prices in 2007, only $&.0 million of the approximate $23.1 million in tax credits generated were reflected
as a reduction to the Company's income tax expense. The Company executed several financial contracts to hedge oil price
risk. Income statement activity associated with these contracts was a gain of $13.4 million in 2007. This activity is reflected in
Other-net along with the effects of impairing the Pace Carbon investment in 2006 in advance of equity method losses
expenienced in 2007,

The investment in Pace Carbon resulied in losses reflected in Equify in eamings of unconsolidated affifiales totaling $20.0
million in 2007. Synfuelrelaled results, inclusive of equity method losses and their refated tax benefits as well as the tax credits
and other related acfivity, were eamings of $6.8 milkon in 2007. Of those eamings, which did not continue beyand 2007, $3.8
million ($5.8 miltian pre tax) was contributed to the Veciren Foundation in 2007. Net of that contribution, synfuel-related results
were $3.0 million in 2007.
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Use of Non-GAAP Performance Measures

Contribution to Vectren’s basic EPS

Per share earnings confributions of the Utility Group, Nonutility Group, and Corporate and Other are presented. Such per share
amounts are based on the eamnings contribufion of each group included in Veclren's consolidated results divided by Vectren's
basic average shares outstanding during the period. The earnings per share of the groups do not represent a direct legal
interest in the assets and liabilities allocated fo the groups, but rather represent a direct equity interest in Vectren Corporation's
assels and liabilities as a whale. These non-GAAP measures are used by management to evaluate the performance of
individual businesses. Accordingly management believes these measures are useful to investors in understanding each
business' contributian to consolidated eamings per share and in analyzing consoiidated period to period changes.
Reconciliations of these non-GAAP measures to their most closely related GAAP measure of consolidated eamings per share
are included throughout this discussion and analysis,

Results Excluding the Liberty Charge

This discussion and analysis contains other non-GAAF financial measures that exclude the charge related to ProLiance’s
investment in Liberty Gas Storage, LLC (Liberty Charge) recorded during 2009.

Management uses consolidated net income, consolidated earnings per share, and Nonutility Group nef income, excluding the
Liberty Charge, to evaluate its results. Management befieves analyzing underlying business frends is aided by the removal of
the Liberty Charge due to the significant impact it has on comparability between the periods reported. The rationale for using
such non-GAAP measures is that the charge in all cases substantially decreases the performance measures, and the period to
period changes do not provide meaningful comparaiive information regarding typical operating results.

A material limitation associated with the use of these measures excluding the Liberty Charge is that these measures excluding
the Liberty Charge do not include all costs (i.e. the Liberty Charge) recognized in accordance with GAAP. Management
compengates for this Emitation by prominently displaying a reconciliation of these non-GAAP performance measures o their
closest GAAP performance measures. This display also provides financial statement users the option of analyzing results as
management does or by analyzing GAAP resulis.

The following fable reconcies consolidaied net income, consolidated basic EPS, and Nonutility Group net income fo those
results excluding the Liberty Change.

Year Ended December 31, 2609

GAAP- Exclude Liberty Non-GAAP

(In Millions, except EPS) Measure Charge Measure
Consolidated
Net Income $ 1331 119 § 1450
Basic EPS $ 185 015  § 180
Nonutility Group Net Income $ 25.8 19 § 377

The non-GAAP financial measures disclosed by the Company shoukd not be considered a subsfitute for, or superior 1o, financial
measures calculated in accordance with GAAP, and the financial results calculated in accordance with GAAP,
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Impact of Recently lssued Accounting Guidance

Business Combinations

On January 1, 2009, the Company adopted new FASB guidance related io business combinations. This guidance establishes
principles and requirements for how the acquirer of an entity (1) recognizes and measures the identifisble assets acquired, the
liabilities assumed, and any noncontrolling inferest in the acquiree (2) recagnizes and measures acquired goodwill or a bargain
purchase gain and (3) determines what information to disclose in its financial stalemenis in order to enable users fo assess the
nature and financial effects of the business combination. The guidance applies to all fransactions or other events in which one
entity acquires confrol of one or more businesses and applies fo all business entities. To date, the adoption of this standard has
not had a material impact.

Noncontrolling Interests in Consolidated Financial Statements

On January 1, 2009, the Company adopled new FASB guidance related to noncontrolling interests in consolidated financial
statements, This guidance establishes accounting and reporting standards that require ownership percentages in material
subsidiaries held by parties other than the parent be clearly identified, labeled, and presented separately from the parent's
equity in the equity section of the consolidated balance sheet; the amaunt of consolidated net income attributable fo the parent
and the nonconirolling interest to be clearly identified and presented on the face of the consolidaled income statement; that
changes in the parent's ownership interest while it retains control over its subsidiary be accounted for consistently; that when a
subsidiary is deconsolidated, any refained noncontroliing equity investment be inifially measured st fair value; and that sufficient
disclosure is made to clearly identify and distinguish between the inferests of the parent and the noncontrofiing owners. The
adoption of this guidance on January 1, 2009 had an immaterial impact fo the Company’s presentation of its financial position
and operating results.

Subsequent Events

The Company adopted new FASB guidance related io management's review of subsequent events on June 30, 2008. In the
instance of a public registrant such as the Company, this guidance establishes the accounting for and disclosure of events that
occur after the balance sheet date but before financial statements are “issued”, as that term is defined in the guidance. Such
disclosure is included in Nois 2 to these consalidated financial statements.

Accounting Standards Codification

The Company adopted FASB guidance related to the FASB Accounting Standards Codification (ASC) and the Hierarchy of
GAAP. This statement identifies the sources of accounting principles and the framework for selecting the principles used in the
preparation of financial statements of nongovernmental enfities that are presented in conformity with GAAP in the United States.
This stalement replaces prior guidance related to the hierarchy of GAAP and establishes the FASB ASC as the source of
authorilative accounting principles recognized by the FASB. Rules and interpretive releases of the SEC under authority of
federal securities laws are also sources of autharitative GAAP for all SEC registrants, The adoption of this guidance did not
have any impact on amounts recorded on the financlal statements.

Accounting for Liabilities Measured at Fair Value with a Third-Party Credit Enhancement

On January 1, 2009, the Company adopted FASB guidance related to issuer's accounting for liabilfies measured at fair value
with a third-party credit enhancement. This guidance states that companies should not include the effect of third-party credit
enhancements in the fair value measurement of the related liabilities. The guidance also requires companies with outstanding
liabilities measured or disclosed at fair value fo disclose the existence of credit enhancements, to disclose valuation techniques
used to measure liabilities and to include a discussion of changes, if any, from the valuation techniques used io measure
liabilities in prior periods.

As of December 31, 2009, the Company has approximaiely $250.0 million of debt instruments that are supported by a third
party credit enhancement feature such as insurance from a monoline insurer or a letter of credit posted by third party that
supports the Company’s credit facilities. The Company's valuation technigues did not materially change as a result of the
adoption of this guidance.
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Deteymination of the Useful Life of Intangible Assets

in April 2008, the FASR issued guidance related io the determination of the useful life of intangible assets. This guidance
amends the factors that should be considered in developing renewal or extension assumptions used io determine the useful life
of a recognized intangible asset under other guidance refated to goodwill and other intangible assets. On January 1, 2009, the
Company adopted this guidance and such adoption did not have a material impact on the consolidated financial statements.

Employers’ Disclosures about Postretirement Benefit Plan Assets

In December 2009, the Company adopted new accounting guidance for employers’ disclosures about postretirement benefit
plan assets. This guidance amends the plan asset disclosures required under prior guidance by the FASB to provide guidance
on an employer’s disclosures about plan assets of a defined benefit pension or other posfrefirement plan. The guidance relates
to disclosures about investment policies and strategies, categories of plan assels, fair value measurements of plan assets, and
significant concentrations of risk. Such disclosure is included in Note 9 fo the financial statements.

Variable Interest Entities

In June 2008, the FASB issued new accounting guidance regarding variable interest enfities (VIE's). This new guidance is
effective for annual reporting periods beginning after November 15, 2009, This guidance requires a qualitative analysis of which
holder of a variable inferest controls the VIE and if that interest holder must consolidate a VIE. Additionally, it requires additional
disclosures and an ongoing reassessment of who must consclidate a VIE. The Company adopted this guidance on January 1,
2010. The Company does not expect the adoption will have a material impact on the consolidated financial stalements.

Fair Value Measurements & Disclosures

In January 2010, the FASB issued new accounting guidance on improving disclosures about fair market value. This guidance
amends prior disclosure requirements involving fair value measurements to add new requirements for disclosures about
transfers info and out of Levels 1 and 2 and separate disclosures about purchases, sales, issuances, and settlements relating to
Level 3 measurements. The guidance also clarifies exisfing fair value disclosures in regard to the level of disaggregation and
about inpuls and valuation techniques used to measure fair valse. The guidance also amends prior disclosure requirements
regarding postretirement benefit plan assets fo require that disclosures be provided by classes of assets instead of major
categories of assets, This guidance is effective for the first reporting peried beginning after December 15, 2009. The Company
will adopt this guidance in ifs first quarter 2010 reporting. The Company does not expect the adaplion will have a material
impact on the consaolidated financial statements.

Critical Accounting Policies

Management is required to make judgments, assumptions, and estimates that affect the amounts reported in the consolidated
financial staiements and the related disclosures that conform io accounting principles generally accepted in the United States.
The consolidated financial statement footnotes describe the significant accounting policies and methods used in the preparation
of the consclidated financial statements. Certain estimates used in the financial statements are subjective and use variables
that require judgment. These include the estimates o perform goodwill and other asset impairments {ests and o determine
pension and postretirement benefit obligations. The Company makes other estimates in the course of accounting for unbilled
revenue and the effects of regulation that are crifical fo the Company’s financial results but that are less likely to be impacted by
near term changes. Other estimates that significantly affect the Company's results, but are not necessarily critical fo operations,
include depreciating ulility and nonufility plant, valuing reclamation liabilities, valuing derivative contracts, and estimating
uncollectible accounts and coal reserves, among others. Actual results could differ from these estimates.

Impairment Review of Investments

The Company has both debt and aquify investments in unconsolidated enfities. When events occur that may cause one of
these investments to be impaired, the Company performs bath a qualitative and quaniitative review of that investment and when
necessary performs an impairment analysis. An impairment analysis of notes receivable usually involves the comparison of the
investment's estimated free cash flows to the stated ferms of the note, or in certain cases for nates that are collateral
dependent, a comparison of the collateral's fair value, to the carrying amount of the note. An impairment analysis of equity
investments involves comparison of the investment's estimated fair value to its carrying amount and an assessment of whether
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any decline in fair value is “other than temporary.” Fair value is estimated using market comparisons, appraisais, and/or
discounted cash flow analyses. Calculating free cash flows and fair value using the above methods is subjective and requires
judgment conceming growth assumptions, longevity of cash flows, and discount rates (for fair vakie calculations}, among others.

The recent economic recession impacted the valie of commercial reaf estafe investments within the Other Businesses nonutility
portfolio, and the prospect for recovery of that value has diminished. During 2008, the Company assessed ifs commercial real
estate investments for impairment using the methods described above and identified the need to reduce their carrying values.
The impairment charge recorded in 2008 totaled $10.0 million.

Significant assumptions impacting these analyses were holding periods, net operating income and capitalization rates, which
have increased in the recent economic and credit constrained environment. Related to capitalization rates, the Company used
a 8.75 cap rate in ils valuation of a suburban Chicago commercial real estate holding owned by the Company that is currently
vacant and a 9.25 cap rafe in its valuation of leased commercial real estate located in Charlotte, NC and Birmingham, AL that
serve as collateral for a note receivable. A 50 basis paint increase in those cap rates would have increased the impaiment
charge by $2.5 million. The Company examined these investments for impairment throughout 2003, noting that current
capitalization rates and other assumptions indicate no further impairment at December 31, 2009. Actual realized values,
however, could differ from these estimates.

Goodwill & Intangible Assets

The Company performs an annual impairment analysis of its goadwill, most of which resides in the Gas Uty Services
operating segment, at the beginning of each year, and more frequently if events or circumstances indicate that an impairment
loss may have been incurred. Impairment tests are performed at the reporting unit level. The Company has defermined its Gas
Utility Services operating segment as identified in Note 19 to the consolidated financial statements to be the reporting unit.
Norutility Group reporting units are generally defined as the operating companies that aggregate that operating segment. An
impairment test requires that a reporfing unif’'s fair value be estimated. The Company used a discounied cash flow model and
other market based information to estimale the fair value of its Gas Utility Services operaling segment, and that estimated fair
value was compared o ifs carrying amount, including goodwill. The estimated fair value has been in excess of the camying
amount in each of the last three years and therefore resulted in no impairment. Goodwill related 1o the Nonuiility Group is also
tested using market camparable data, if readily available, or a discounted cash flow model.

Estimating faif value using a discounted cash flow mode! is subjective and requires significant judgment in applying a discount
rate, growth assumptions, company expense allocations, and longevity of cash flows. A 100 basis point increase in the discount
rate utilized to calcuiate the Gas Ulility Services sagment’s fair vaile also would have resulted in no impairment charge.

The Company also annually tests non«afnortizing intangible assets for impairment and amoriizing intangible assets are tested
on an event and circumslance basis. During the last three years, these tests yielded no impairment charges.

Pension & Other Postretirement Qbligations

The Company esfimates the expected refurn on plan assets, discount rate, rate of compensation increase, and future health
care costs, among other inputs, and obtains actuarial estimates to assess the future pofential liability and funding requirements
of the Company’s pension and postretirement plans. The Company used the foiowing weighted average assumpfions to
davelop 2008 periodic benefit cost: a discount rate of 6.25 percent, an expected return on plan assets of 8.25 percent, a rate of
compensation increase of 3.75 percent, and an inflation assumption of 3.5 percent. These key assumgptions were unchanged
from the assumptions utilized in 2008. To estimate 2010 costs, the discount rate, expected return on plan assets, raie of
compensation increase, and inflation assumption were 6.0 percent, 8.0 percent, 3.5 percent, and 3.0 percent raspectively.
Management currenty estimates a pension and postetirement cost of approximately $13 million in 2010, compared to
approximately $15 million In 2008, $11 million in 2008, and $14 million in 2007. Future changes in health care costs, work force
demographics, interest rates, asset values or plan changes could significantly affect the estimated cost of these future benefits,

Management estimates that a 50 basis point decrease in the discount rate used fo estimate 2010 projected tosts would

generally increase periodic benefit cost by approximately $1.6 million. A 50 basis point decrease in the discount rate used to
esfimate 2009 periodic cost would have increased costs by approximately $1.7 million.
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Unbilled Revenues

To more closely malch revenues and expenses, the Company records revenues for all gas and electricily delivered to
custorners but not billed at the end of the accounting period. The Company uses actual units billed during the month to allocate
unbilled units by customer class. Those allocated units are multiplied by rates in effect during the month to calculate unbilled
revenue af balance sheet dates.

Regulation

Al each reporting date, the Company reviews current regulatory trends in the markets in which # operates. This review involves
judgment and is critical in assessing the recoverability of regulatory assets as well as the ability to continue to account for its
activities based on the criteria set farth in FASB quidance related to accounting for the effects of certain types of regulation.
Based on the Company's cumrent review, it believes its regulatory assels are probable of recovery. I all or part of the
Company's operations cease io meet the criteria, a write off of related regulatory assets and liabilities could be required. I
addition, the Company would be required to defermine any impairment fo the camrying value of its utility plant and other
requlated assets and fiabilities. In the unlikely event of a change in the current regulatory environment, such write-offs and
impairment charges could be significant.

Financial Condition

Within Veciren’s consolidated group, Utility Holdings primarily funds the short-term and long-term financing needs of the Utility
Group operations, and Vectren Capital Corp (Vectren Capital) funds shori-ferm and long-lerm financing needs of the Nonutility
Group and corporate operations. Vectren Corporation guaraniees Vectren Capital's debt, but does not guarantee Ufility
Holdings' debt. Vectren Capital's long-term and short-term obligations outstanding at December 31, 2009 approximated $332
million and $197 million, respectively. Utility Holdings' outstanding long-term and shori-ferm borrowing arrangements are jointly
and severally guaranteed by Indiana Gas, SIGECQO, and VEDO. Utility Holdings’ long-term and shorf-tarm obligations
outstanding at December 31, 2008 approximaled $920 million and $16 milion, respectively. Additionally, prior to Ufility
Holdings' formation, Indiana Gas and SIGECO funded their operations separately, and therefore, have fong-ierm debt
outstanding funded solely by their operations. SIGECO will also occasionally issue tax exempt debt to fund qualifying poliution
control capital expenditures.

The Company's common stock dividends are primarily funded by utility operations. Nonutility operations have demonsirated
profitabifity and the ability to generate cash flows. These cash flows are primarily reinvested in other nonutility ventures, but are
akso used o fund a portion of the Company’s dividends, and from time to time may be: reinvested in utility operations or used for
cotporate expenses.

The credit ratings of the senior unsecured debt of Utility Holdings and Indiana Gas, at December 31, 2009, are A-/Baal as rated
by Standard and Poor's Ratings Services (Standard and Poor's) and Moody's Investors Service (Moody's), respectively. The
credit ratings on SIGECO's secured debi are A/A2. Utility Holdings' commercial paper has a credit rating of A-2/P-2. The
current outlook of both Moody's and Standard and Poor's is stable. During the third quarter of 2009, Moody's raised its credit
rafing on SIGECO's securad debt from A3 to A2; otherwise, these ratings and oullooks did not change during 2008. A security
rating is not a recommendation to buy, sell, or hold securities. The rating is subject fo revision or withdrawal at any time, and
each rating should be evaluated independently of any other rating. Standard and Poor's and Moody's lowest level investment
grade rating is BEB- and Baa3, respectively.

The Company’s consolidated equity capitalization objective is 45-55 percent of long-term capitalization. This objective may
have varied, and will vary, depending on particular business opporiunities, capital spending requirements, execution of long-
term financing plans, and seasonal factors that affect the Company's operations. The Company's equity component was 46
percant and 50 percent of long-term capitalization at December 31, 2009 and 2008, respectively. Long-term capitalization
inciudes long-term debt, including current maturities and debt subject fo tender, as well as common shareholders' equity.

As of December 31, 2009, the Company was in compliance with ali financial covenanis.
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Available Liquidity in Current Cradit Conditions

The Company's A-fBaa1 investment grade credit ratings have allowed it to access the capital markets as needed during this
period of financial market volatility. Over the last twelve to twenty four months, the Company has significantly enhanced its
short-tarm bomowing capacity with the completion of several long-term financing transactions including the issuance of long-
term debt in both 2008 and 2009 and the setflement of an equily forward confract in 2008. The liquidity provided by these
transactions, when coupled with exisfing cash and expected internally generated funds, is expected to be sufficient over the
near term to fund anticipaled capital expenditures, investments, debt security redemptions, and other working capital
requirements.

Debt redemptions total $48 million in 2010. In 2011, $250 million is due. The Company is currently considering the level of
need for Nonutility Group long-ierm debt and whether ko prefund a portion of the $250 million Utifity Group debt redempfion with
a long-term dekbt issuance in 2010, In addition, investors have the one-time option to put $10 million in May of 2010 and a one
time opfion to put $30 million in 2011,

Long-term debt transactions completed in 2009 include a $150 million issuance by Vectren Capital and a $100 million issuance
by Vectren Utility Holdings. SIGECQ also recently remarketed $41.3 million of long-term debt, supported by leters of credit
issued under Vectren Utility Holdings' credi facility and completed a $22.3 million fax-exempt first morigage bond issuance.
These transactions, along with financing fransactions completed in 2008 and 2007, are more fully described below.,

Consolidated Short-Temm Borrowing Arrangements

At December 31, 2008, the Company had $775 million of short-ferm borrowing capacity, including $520 million for the Utility
Group and $255 million for the whally owned Nonutility Group and corporate aperations. As reduced by letters of credit and
berrawings currently outstanding, approximately $462 million was availablke for the Utility Group aperations and approximately
$48 million was available for the wholly owned Nenutility Group and corporale operations. Of the $520 million in Utility Group
capacity, $5 million is available through June, 2010 and $515 million is available through November, 2010; and the $255 million
in Nonutility Group capacity is available through November, 2010. In September of 2009, approximately $120 million of short-
term credit capacity specific to the Nonutility Group was no lenger needed as a resull of the recent long-term debt issuance by
Vectren Capital and was not renewed. In addition, a $10 million credit facility at Energy Systems Group, one of the Company’s
wholly-owned nonutility subsidiaries, also expired during 2009. This supplemental facility was no longer needed and thus was
not renewed.

Historically, the Company uses short-term borrowings o supplement working capital needs and also to fund capital investments
and debt redemptions until financed on a long-term basis. The Company has historicatly funded the short-term borrowing needs
of Utility Holdings’ operations through the commercial paper market. In 2008, the Company’s access to longer term commercial
paper was significantly reduced as a result of the turmoail and volatility in the financial markets. As a result, the Company met
short-term financing needs fhrough a combination of A2P2 commercial paper issuances and draws on Ufility Holdings' $515
million commercial paper back-up credit facilities. Throughout 2009, the Company has been able to place commercial paper
without any significant issues. However, the level of required short-term borrowings is significantly lower compared to historical
trends due to the recently compleled long-ferm financing transactions.

Compared to historical trends, the Company anticipates over the next several years a greater use of the long-lerm capital
markets to more timely finance capital investments and other growth as well as debt security redemptions. This change comes
as short-term barrowing arrangements have become less certain, more volatile, and the cost of unutilized capacity is expected
to increase significantly. Thus, while the Company expects to renew these facilities in 2010, the Company anticipates that
borrowing levels will be lower due to the reduced requirements for shori-term borrowings described above. Under current
market conditions, this change is expected fo yield greater certainty o financing business operations at the expense of some
increase in inferest costs.
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ProlLiance Short-Term Borrowing Arrangements

Prol.iance, a nonutility energy marketing affiliate of the Company, has separate borrowing capacity available through a
syndicated credit facllity. ProLiance renegotiated a new credit facility with terms fo expire June 14, 2010. The terms of this
facility allow for $315 miillion of capacity, as adjusted for letters of credit and current inventory and receivable balances. This
credit facility, when coupled with intemally generated funds, is expecied to provide sufficient liguidity to meet ProLiance’s
operafional needs. As of December 31, 2009, no borrowings were outstanding. The current facility is not guaranteed by
Vactren or Citizens.

New Share Issues

The Company may periodically issue new common shares to satisfy the dividend reinvestment plan, stock option plan and other
employee benefit plan requirements. New issuances added additional tiquidity of $5.8 million in 2008, $1.2 million in 2008 and
$5.2 million in 2007. In 2010, new issuances required fo meet these various plan requirements are estimated to be consistent
with issuances in 2009,

Potential Uses of Liquidify

Pension & Postretirement Funding Obligations

As of December 31, 2009, asset values of the Company’s qualified pension plans were approximately 82 percent of the
projected benefit obligation. In order to increase the funded status, management currently eslimales ihe qualified pension plans
reguire Company contributions of §12 million in 2010. Under current market conditions, the Company estimates similar funding
in 2011. During 2009, approximately $34 million in contributions to qualified pension plans were made. In addition to the
quaiified plan funding, the Company anticipates payments totaling $20 million in 2010 associated with its other retirement and
deferred compensation plans.

Corporale Guarantees

The Company issues corporaie guarantees o cerfain vendors and customers of its wholly owned subsidiaries and
unconsolidated affiliates. These guarantees do not represent incremental consolidated obligations; rather, they represent
parental quarantees of subsidiary and unconsolidated affiliate obligations in order fo allow those subsidiaries and affiliates the
fiexibility to canduct business without posting other forms of collateral. At December 31, 2009, corporate issued guaraniees
support a portion of ESG's performance coniraciing commitments and watranty obligations described below. In addition, the
Company has approximately $60 million of other guarantees outstanding supperting other consolidated subsidiary operations, of
which $46 millicn support non-regulated retail gas supply operations. Guarantees issued and ouistanding on behalf of
unconsolidated affiliates approximated $3 million at December 31, 2009. These guaraniees relate primarily fo arangements
between ProLiance and various nafural gas pipeline operatars. The Company has not been called upon to satisfy any
obligations pursuant to these parental guarantees and has accrued no significant Eabilities related to these guaraniees.

Performance Guarantees & Product Wamranties

In the normal course of business, ESG and other whoily owned subsidiaries issue performance bonds or other forms of
assurance that commit them to timely install infrastructure, operate facilities, pay vendors or subcontractors, andfor support
warranty obligations. Based on a history of meeting performance obligations and installed products operating effectively, no
significant liabilify ar cost has been recognized during the periods presented.

Specific o ESG, in its role as a general contractor in the performance contracting industry, at Decamber 31, 2009, there are 54
open surety bonds supporting future performance. The average face amount of these bonds is $3.6 million, and the largest
obligation has a face amount of $30.4 miflion. These surety bonds are quaranteed by Veciren Corporation. The maximum
exposure of these obligations is less 1han these amounts for several factors, including the level of work already completed. At
December 31, 2009, over 50 percent of work was completed on projects with open surety bonds. A significant portion of these
commitments will be fulfilled within one year. In instances where ESG operates facilities, project guarantees extend over a

longer period.

In addition fo its performance obligations, EéG also wamrants the functionaiity of certain installed infrastructure generafly for one
year and the associated energy savings over a specified number of years. In certain instances, these warmanty obligations are
also hacked by Vectren Carporation.
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Planned Capital Expendifures & Invesiments

Planned utility and nonurility capital expenditures and investments, including contractual purchase and investment commitments
discussed below, for the five-year period 2010 - 2014 are estimated as follows:

{In miflions) 2010 2011 2012 2013 2014

Utitity Group $ 245 % 230 $ 210 $ 195 § 215

Nonutility Group 120 80 75 70 70
Total capital expenditures & investments $ w5 $ 30 ¢ 28 § 25 § 285

Contractua| Obligations

The following is a summary of contractual obligations at December 31, 2009:

{in miflions) Total 2010 2011 2012 2013 2014 Thereafter
Long-term debt " § 16358 $ 480 $2500 $ 600 $ 1050 5 300 § 1,1468
Short-ferm debt 2135 2135 - - - - -
Long-term debt interest commitments 1,479.3 98.8 945 775 730 68.1 7674
Nonutlity commodity purchase commitments 339 48 a8 8.2 84 .6 -
Operating leases 10.3 45 26 1.4 08 0.7 03
Total $ 30768 $ 3697 $350.9 $ 1471 $ 1872 $ 1074 $ 19145

th  Certain long-term debt issues confain put and call provisions that can be exercised on various dates before maturity. These provisions
aflow holders the one-fime option fo put debt back to the Company at face value or the Company fo call debt at face value or st a
premium. Long-term debt subject to tender during the years following 2009 (in millions) is $10.0 in 2010, $30.0 in 2011, zero in 2012
and thereafter.

@ The Company has other long-tem liabilities that total approximately $205 million. This amaunt is comprisad of the following: pension
abligations $55 million, postretiremant ohligations $71 million, defermed compensation and share-based compensation obligafions $24
miliion, asset reficement ohiigations $33 milfion, investment tax credits $6 million, environmental remediation obligabions $6 million, and
ather obligations including unrecagnized tax benefits totaling $10 million. Based on the nature of thase items their expected
settlement dates cannot be esfimated.

The Company's regulated ufiliies have both firm and non-firm commitments to purchase natural gas, electricify, and coal as well
as certain fransportation and storage rights. Costs arising from these commitments, while significant, are pass-through coss,
generally collectzd dollar-for-doflar from retail customers through regulator-approved cost recovery mechanisms. Because of
the pass through naiure of these costs, they have not been included in the listing of contractual obligaticns.

Comparison of Historical Sources & Uses of Liquidity

Operating Cash Flow

The Company’s primary source of liquidity to fund working capital requirements has been cash generated from operations,
which fotaled $449.6 miliion in 2009, compared to $423.2 million in 2008 and $288.1 million in 2007.

In 2008, operating cash flows increased $26.4 million compared to 2008 due to increased cash generated from consolidated
companies. This is evident from a $51.7 milfion year aver year increase in net income before the impacts of depreciation,
deferred taxes, equity in earnings of unconsolidated affiliates and other non-cash chamges. Tax payments in both 2009 and
2008 were favorably impacted by federal stimulus plans authorizing bonus depreciation and IRS approval in 2009 {o change its
tax method for recognizing repair and maintenance activities. In addition, due principatly to lower gas costs, changes in working
capital generated $34.2 million of additional cash flow year over year. These increases were offset by additional cash uses
associated with noncurrent assets and liabilites. This increased usage is primarity related to a $23.4 million increase in pension
and other refirement plan confributions.
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In 2008, cash flow from operating activities increased $125.1 million compared to 2007. Higher levels of deferred taxes due
primarily to federal stimulus plans authorizing bonus depreciation on qualifying capifal expenditures increased cash flow
approximately $52.6 million. Working capital changes generated cash of $9.2 millon in 2008 compared to cash used of $27.0
million in 2007. The increase in cash from working capilal results primarily from the permanent reduction of natural gas
inventory associated with VEDO's exit of the merchant function, offset by growth in recoverable fuel balances. The remaining
increase in oparating cash flow is primarily due 1o the cash collection of previously deferred requlatory assets.

Financing Cash Flow

Although working capital requirements are generally funded by cash flow from operations, the Company uses shorl-term
borrowings o supplement working capital needs when accounts receivable balances are at their highest and gas sforage is
refiled. Addifionally, short-tarm borrowings are required for capital projects and investments untif they are financed on a long-
ferm basis.

During 2008 and 2008, net cash flow associated with financing activities is reflective of management's ongoing effort fo rely less
on short-term borrowing amangements. The Company’s 2009 and 2008 operating cash flow funded over 80 percent of capital
expenditures and dividends in thosa years. Recently completed long-tarm financing transactions have afiowed for the
repayment of nearly $350 milfion in short term borrowings over the past two years, including over $300 million repaid in 2009.

In addition, these long-term financing fransactions have financad other capital expenditures on a long-ferm basis. During the
first quarler of 2008, the Company mitigated its exposure o auction rate debt markets. These fransactions are more fully
described below.

Utitity Holdings 2009 Debt issuance

On April 7, 2008, Utility Holdings entered into a private placement Nofe Purchase Agreement pursuant to which institufional
investors purchased from Utility Heldings $100 million in 6.28 percent senior unsecured nates due April 7, 2020 (2020 Notes).
The 20020 Notes are guaranteed by Utility Holdings' three utilities: SIGECO, Indiana Gas, and VEDO. These guarantees are
full and unconditional and joint and several. The proceeds from the sale of the 2020 Notes, net of issuance casts, totaled
approximately $99.5 million,

The 2020 Notes have no sinking fund requirements, and interest payments are due semi-annuaily. The 2020 Notes confain
customary representations, warranties and covenants, including a leverage covenant consistent with leverage covenants
contained in the Utility Holdings' $515 million short-term credit facility.

Veciren Capilal Corp. 2009 Debi Issuance

On March 11, 2008, Vectren and Vectren Capital Corp., its wholly-owned subsidiary (Vectren Capital), entered into a private
placement Note Purchase Agreement (the “2008 Nole Purchase Agreement’) pursuant to which various instifutional investors
purchased the following tranches of notes from Vectren Capital: (i) $30 million in 6.37 percent senior notes, Series A due 2014,
(i) $60 million in 6.92 percent senior notes, Series B due 2016 and (i) $60 million in 7.30 percent senior nates, Series C due
2019. These senior notes are uncondifionally guaranteed by Vectren, the parent of Vectren Capital. These notes have no
sinking fund requirements, and interest payments are due semi-annually. The proceeds from the sale of the notes, net of
issuance costs, fotaled approximately $149.0 million.

The 2009 Note Purchase Agreement contains customary representations, warranties and covenants, including a leverage
covenant consistent with leverage covenants contained in the Vectren Capital $255 million short-term credit facility.

On March 11, 2009, Vectren and Veciren Capital also entered info a first amendment with respect to prior note purchase
agreements for the remaining outstanding Vectren Capital debf, other than the $22.5 million series due in 2010, fo conform the
covenants in certain respects fo those contained in the 2003 Note Purchase Agreement.

SIGECO 2009 Debt Issuance
On August 18, 2009 SIGECO also completed a $22.3 million tax-exempt first mordgage bond issuance at an interest rale of 5.4

percent that is fixed through maturity. The bonds mature in 2040. The proceeds from the sale of the bonds, net of issuance
cosls, fotaled approximately $21.3 miltion.
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Vectren Common Stock Issuance

In February 2007, the Company sold 4.6 million authorized but previously unissued shares of its common stock to a group of
underwrifers in an SEC-registered primary offering at a price of $28.33 per share. The transaction generated proceeds, net of
underwriting discounts and commissions, of approximately $125.7 million. The Company executed an equity forward sale
agreement (equity forward) in connection with the offering, and therefore, did not receive proceeds at the time of the equity
offering. The equity forward allowed the Company to price an offering under market conditions exisfing at that time, and to
better match the receipt of the offering proceeds and the associated share dilution with the implementation of regulatory
initiatives,

On June 27, 2008, the Company physically setfled the equity forward by delivering the 4.6 million shares, recaiving proceeds of
approximately $124.9 million. The slighl difference between the proceeds generated by the public offering and those received
by the Company were dug fo adjusiments defined in the equity forward agreement including: 1) daily increases in the forward
sale price based on a floating interest faclor equal to the federal funds rate, less a 35 basis paint fixed spread, and 2) structured
quarferly decreases to the forward sale prica that align with expected Company dividend payments.

Vectren transferred the proceeds to Utility Holdings, and Utitity Holdings used the proceeds to repay short-ferm debt obligations
incurred primarily to fund its capital expenditure program. The proceeds received were recorded as an increase to Common
Stock in Comman Shareholders' Equity and are presented in the Statement of Cash Flows as a financing activity.

Utility Holdings 2008 Debt fssvance
in March 2008, Utility Holdings issued $125 million in 6.25 percent senior unsecured notes due April 1, 2039 (2039 Noles) at

par. The 2039 Noles are guaranieed by Utility Holdings' three public utilifies: SIGECO, Indiana Gas, and VEDO. These
guarantees are full and unconditional and joint and several,

The 2039 Notes have no sinking fund requirements, and interest payments are due monthly. The noles may be called by Utdlity
Holdings, in whole or in part, at any time on or after April 1, 2013, at 100 percent of principal amount plus accrued interest.
During 2007, Utility Holdings entered into several interest rate: hedges with an $80 million notional amount. Upon issuance of
the notes, these instruments were settled resutting in the payment of approximately $9.6 million, which was recorded as a
Regulatory assef pursuant to existing regudatory 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 setflement of the hedging arrangements and
payments of issuance costs amounted to approximately $111.1 million.

Auction Rale Secunlies

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

In February 2008, SIGECQ provided nofice to the current holders of approximately $103 million of tax-exempt auction rate
mode long-term debt, including the $17 million issued in December 2007, of its plans to convert that debt from its current
auction rate mode into a daily inferest rate mode. In March 2008, the debt was tendered at 100 percent of the principal amount
plus accnred interest, During March 2008, SIGECO remarketed approximately $61.8 million of these instruments at interest
rates that are fixed to maturify, receiving proceeds, net of issuance costs, of approximately $60.0 million, The terms are $22.6
million at 5.15 percant due in 2023, $22.2 miflion at 5.35 percent due in 2030 and $17.0 million at 5.45 percent due in 2041.

On March 28, 2009, SIGECO remarketed the remaining $41.3 miflion of these obligations, receiving proceeds, net of issuance
costs of approximately $40.6 million. The remarketed notes have a variable rate interest rate which is reset weekly and are
supported by a standby letter of credit backed by Utility Holdings' $515 million short-term credit faciiity. The noles are
collateralized hy SIGECO's uiility piant, and $9.8 million are due in 2015 and $31.5 million are due in 2025. The initial interest
rate paid to invesfors was 0.55 percent. The equivalent rate of the debt at inception, inclusive of interest, weeldy remarketing
feas, and lefter of credit fees, approximated 1 perceni. Since Utility Holdings' short-term facility has a remaining termn of less
than one year, these obligations are classified as Long-ferm debf subject fo fender in cumrent liabilities.
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Long-Term Debt Put and Call Provisions

Certain long-term debt issues contain put and call provisions that can be exercised on various dafes before maturity. Other than
certain instruments that can be put to the company upan the death of the holder (death puts), these put or call provisions are not
friggered by specific events, but are based upon dates slaled in the note agreements. During 2009 and 2008, the Company
repaid approximately $3.0 million and $1.6 million, respectively, related to death puts. In 2007, ne debi was put to fhe

Company. Debt which may be put to the Company for reasons other than a death during the years following 2008 (in millions)
is $10.0in 2010, $30.0 in 2011, zera in 2012 and thereafter.

Investing Cash Flow

Cash flow required for investing activities was $431.1 million in 20089, $402.4 milfion in 2008, and $303.0 million in 2007. Capital
expenditures are the primary component of investing activities and totaled $432.0 million in 2008 compared {o $391.0 milkon in
2008 and $334.5 million in 2007. The increase in capital expenditures in 2009 compared to 2008 reflects increased
expenditures for coal rine development and also was impacted by the January 2008 ice storm that resulfed in approximately
$20 million in capital expenditures. The year ended December 31, 2008 includes increased capital expenditures for coal mine
development and for envirenmental compliance equipment, compared lo 2007, Other investments in 2009 and 2008 include
minor acquisitions by Miller, among other items. Investing cash flow in 2007 includes the receipt of $44.9 million in proceeds
from the sale of SIGECOM.

Forward-Looking Information

A “safe harbor® for forward-looking statements is provided by the Private Securifies Litigafion Reform Act of 1995 (Reform Act of
1995). The Reform Act of 1395 was adopted lo encourage such forward-looking stalements without the threef of Iitigation,
provided those statements are identified as forward-looking and are accompanied by meaningful cautionaty stalements
identifying imporlant faclors thaf could cause the actual resulfs fo differ malerially from those projected in the statement. Certain
matters described in Management’s Discussion and Analysis of Resulis of Operations and Financial Condition are forward-
looking stalements. Such statements are based on management’s beliefs, as well as assumptions made by and information
currently avaiiable fo management. When used in this filing, the words “believe”, “anticipate”, “endeavor”, “estimate’, “expect’,
“objective”, “projection”, “forecast’, “goal”, “likely”, and similar expressions are intended to identify forward-looking slatements.
In addiion io any assumptions and other facfors referred to specifically in connection with such forward-looking statements,
factors that couid cause the Company’s actual resus to differ matenially from those contemplated in any forward-ooking
statements inchide, among others, the following:

s Factors affecting utility operations such as unusuaf weather conditions, catastrophic weather-related damage; unusual
maintenance or repairs; unanticipafed changes fo fossil fuel costs; unanticipafad changes fo gas fransportation and storage
casts, or availability due to higher demend, shorfages, transportation problems or other developments; environmental or
pipeline incidents; transmission or distribufion incidents; unanticipated changes fo elecfric energy supply cosls, or
availabilify due to demand, shorfages, fransmissian problems or other developments; or electric transmission or gas
pipeline system constraints.

»  Calasiraphic evenfs stich as fires, earthquakes, explosions, floods, ice storms, tormados, terrorist acts or ofher similar
accurrences could adversely affect Vectren's facililies, operafians, financial condition and resulfs of operations.

Increased competition in the energy industy, including the effects of industry restructuring and unbundiing.

»  Reguiafory factors stich as unanficipated changes in rate-sefting policies or procedures, recovery of investments and costs
made under tradifional reguiation, and the frequency and timing of rale increases.

*  Financial, regulatory or accounting principles or policies imposed by the Financial Accounting Standards Board, the
Securities and Exchange Commission; the Federal Energy Regulatory Commission; state public ufilfy commissions, stafe
entities which requlate electric and natural gas transmission and distribution, natural gas gathering and processing, electric
power supply; and similar entities with reguislory oversight.

= Economic conditions including the effects of an economic downtum, inflation rates, commodity prices, and monetary
fluctuations.

*  Fronomic conditions surrounding the recent recession, which may be more prolonged and more severe than cyclical
downturns, including significantly lower lavels of economic activity; uncertainty regarding energy prices and the capital and
commodity markefs; decreases in demand for naiural gas, electricity, coal, and othar nonutiiity products and services;
impacis on both gas and electric large customers; lower residentiel and commercial customer counts; higher operating
expenses; and further reductions in the vaiue of certain nonutiity reel estas and other legacy investments.
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» Increased natural gas and coal commodify prices and the potential impact on customer consumplion, uncollsclible
accounts expense, unaccounted for gas and interest expense.

& (Changing market conditions and a variely of other facfors associated with physical energy and financial irading activities
including, but nof limited o, price, basis, credft, liquidity, volatiliy, capacily, interest rate, and warranty risks.

»  Direct or indirect effects on the Company’s business, financial condition, liquidity and resufls of operations resufiing from
changes in credit ratings, changes in interest rates, andfor changes in markef percepfions of the utility industry and other
energy-refated industries.

*  The performance of projects undertaken by the Company’s nonulifity businesses and the success of efforfs fo invest in and
develop new opporiunities, including buf not kimited to, the Company's coaf mining, gas markefing, and energy
infraskucture strategies.

s Faciors affecting coal mining operafions including MSHA guidelines end interpreiations of those guidefines, geologic,
equipment, and operational risks, the ability to execufe and negofiafe new sales confracis and resofve contract
inferpretations; volatile coal market prices and demand; supplier and confract miner performance; the avallability of key
equipment, contract miners and commadities; avaiability of fransporlation; and the ability fo access/heplace coaf reserves .

*  Employee or contractor workiorce factors inciuding changes in key executives, collective bargaining agreemenis with union
employees, aging workforce issues, work sfoppages, or pandemic dlness.
Legal and reguiatory delays and other ohstacles associafed with mergers, acquisifions and investmenis in joint ventures.
Cosfs, fines, penalfies and ofher effects of legal and adminisirative proceedings, sefflements, investigations, claims,
including, but not limited to, such maiters involving compliance with state and federal laws and inferpretations of these laws.

*  Changes in or additions to federal, state or local legisiative reguirements, stich as changes in or additions fo tax laws or
rafes, environmental laws, including laws governing greenhouse gases, mandates of sources of renewable energy, and
other ragulations.

The Company underiakes no obligation fo publicly update or revise any forwerd-looking siatements, whether as a resulf of
changes in actual resulfs, changes in assumptions, or other factors affecting such sfafements.

ITEM7A. QUALITATIVE AND QUANTITATIVE DISCLOSURES ABOUT MARKET RISK

The Company is exposed o various business risks associated with commodity prices, inferest rales, and counter-party credit.
These financial exposures are monilared and managed by the Cotnpany as an integral part of its overall risk managemsnt
pragram. The Company's risk management program includes, among other things, the use of derivatives. The Company may
also execute derivative contracts in the normal course of operations while buying and selling commadities to be used in
operations and optimizing its generation assels.

The Company has in place a risk management commitiee 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
miligation strategies.

Commodity Price Risk
Regulsted Operations

The Company’s regulated operations hava 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
fo compliance with those regulations, allow for recovery of the cost of such purchases through natural gas and fuel cost
adjusiment mechanisms. Constructive regulatory orders, such as those authorizing lost margin recovery, other innovative rate
designs, and recovery of unaccounted for gas and other gas related expenses, also mitigate the effect volatile gas costs may
have on the Company’s financial condition. Although Vectren's regulated operations are exposed to limiled commodity price
risk, volatile natural gas prices have other effects on working capital requirements, interest costs, and some level of price-
sensitivity in volumes sold or delivered.

Wholesale Power Marketing

The Company’s wholesale power marketing activities undertake strategies 1o opfimize electric generating capacity beyond that
needed for native load. In recent years, the primary sirategy involves the sale of excess generation into the MISO Day Ahead
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and ReaHime markets. As part of these sirategies, the Company may also fram time 1o fime execute energy contracts that
commit the Company {o purchase and sell electricity in future periads. Commaodity price risk resuls from forward positions that
commit the Company fo deliver eleclricity. The Company mitigates price risk exposure with planned unuilized generation
capability and occasionally offsetting forward purchase contracts. The Company accounts for any energy conlracls that are
derivatives at fair value with the offset marked to market through earnings. No market sensitive derivative positions were
ouistanding on December 31, 2009 and 2008.

For retail sales of electricity, the Company receives the majority of its NOx and SO: allowarnces at zero cost through an
allocation process. Based on arrangements with regulators, wholesale operations can purchase allowances from retail
operations at current market values, the value of which is distributed back to retail customers through a MISO cost recovery
tracking mechanism, Wholesale operations are therefore at risk for the cost of allowances, which for the recent past have been
volafile. The Company manages this risk by purchasing allowances fram refail operations as needed and occasionally from
other third paries in advance of usage. In the past, the Company also used derivative financial instruments ta hedge this risk,
but no such derivative instruments were culstanding at December 31, 2009 or 2008,

Other Operations

Other commodity-related operations are expaosed fo commadity price risk associated with fluctuating commeodity prices including
natural gas and coal. Other commodity-relaled operafions include nonutiity retail gas marketing and coal mining operations.
Open posilions in terms of price, volume, and specified delivery points may oceur and are managed using methods described
below with frequent management reporting. -

The Company purchases and sells commodities, including electricity, natural gas, and coal to meet customer demands and
operational needs. The Company execties forward confracts and occasionally option contracts that commit the Company ta
purchase and sell commodities in the future. Price risk from forward posifions obligating the Company [o deliver commodities is
mitigated using stored inventory, generating capability, and offsetfing forward purchase contracts. Price risk also results from
forward contracts obligating the Company to purchase commodities to fulfill forecasted nonregulated sales of natural gas and
coal that may or may not occur. With the excepfion of a small portion of contracts that are derivafives and that qualify as
hedges of forecasted fransaciions, these contracts are expected to be seffled by physical receipt or delivery of the commodity,

Unconsolidated Affiliate

Proliance, a nonutility energy marketing affiliate, engages in energy hedging activides to manage pricing decisions, minimize
the risk of price volatility, and minimize price risk exposure in the energy markets. Proliance's market exposure arises from
storage inventory, imbalances, and fixed-price forward purchase and sale contracts, which are entered into to support its
operafing activities. Currently, ProLiance buys and sells physical commodities and utilizes financial instruments to hedge its
market exposure. However, net open positions in terms of price, volume and specified delivery point do occur. Proliance
manages open positions with policies which limit its exposure to market risk and require reporting potential financial exposure ta
its management and its members.

Interest Rate Risk

The Company is exposed fo interest rate risk associated with its borrowing arrangements. Its risk management program seeks
to reduce the potentially adverse effects that markei volafility may have on interest expense. The Company manages this risk
by allowing an annual average of 20 percent and 30 percent of its fotal debt fo be exposed fo variable rate volalility. However,
this targeted range may be exceeded during the seasonal increases in short-ierm borrowing. To manage this exposure, the
Company may use derivative financial instrumants.

Market risk is estimated as the potential impact resulting from fluciuations in inferest rates on adjustable rate borrowing
arrangements exposed fo shori-ferm inferest rate volatility. During 2009 and 2008, the: weighted average combined borrowings
under these arrangements approximated $211 milkion and $412 million, respactively. At December 31, 2009 and 2008,
combined borrowings under these amangements were $255 million and $519 million, respecfively. Based upon average
borrowing rates under these faciliies during the years ended December 31, 2009 and 2008, an increase of 100 basis points
{one percentage point) in the raies would have increased interest expense by $2.1 mitlian and $4.1 millian, respeclively.
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Other Risks

By using financial instruments to manage risk, the Company, as well as ProLiance, creates exposure to counter-party credit risk
and market risk. The Company manages exposura o counter-party credit risk by entering into contracts with companies that
can be reasonably expected fo fully perform under Ihe terms of the contract. Counter-pary credit risk is monifored regularly and
positions are adjusted appropriately to manage risk. Further, lools such as netting arrangements and requests for collateral are
also used fo manage credit risk. Market risk is the adverse effect on the value of a financial instrument that results from a
change in commadity prices or interest ratas. The Company attempts fo manage expasure to market risk associated with
commaodity confracts and inferest rales by establishing parameters and monitoring those parameters that limit the types and
degree of market risk thal may be undertaken.

The Company’s customer receivables from gas and eleclric sales and gas fransportation services are primarily derived from
residential, commercial, and industrial customers located in Indiana and west central Ohio. The Company manages credit risk
associated with its receivables by continually reviewing creditworthiness and requests cash deposits or refunds cash deposits
based on that review. Credit risk associated with certain investments is also managed by a review of creditworthiness and
receipt of collateral. |n addition, credit risk is mitigated by regulatory 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.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

Vectren Corporation's management is responsible for establishing and maintaining adequate internal control over financial
reporting. Those confrol procedures underlie the preparation of the consolidated balance sheets, statements of income, cash

flows, and commion shareholders' equity, and related footnotes contained herein.

These consolidated financial statements were prepared in conformity with accounting principles generally accepted in the
United States and follow accounting policies and principles applicable o regulaied public utilities. The integrily and objectivity of
these consolidated financial statements, including required estimates and judgments, is the responsibility of management.

These consolidated financial stafements are also subject to an evaluation of internal control over financial reporting conducted
under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial
Officer. Based on that evaluation, conducted under the framework in Infernal Conitro! — Infegrafed Framework issued by the
Committes of Sponsoring Organizations of the Treadway Commissicn, the Company concluded that its internal control over
financial reporting was effective as of December 31, 2008. Management certified this in its Sarbanes Oxley Section 302
certifications, which are attached as exhibits to this 2009 Form 10-K.
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REPORT OF INDEPENEBENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of Vectren Corporation;

We have audited the accompanying consolidated balance sheets of Vectren Corporation and subsidiaries {the “Company”) as of
December 31, 2009 and 2008, and the related consolidated statements of income, common shareholders’ eguity and cash flows
for each of the thrze years in the period ended December 31, 2009. Our audits also included the financial statement schedule
listed in the Index at item 15. These financial statements and financial statement schedule are the responsibility of the
Company's management. Our responsibilily is fo express an opinion on the financial statements and financial slatement
schedule based on our audits.

We conductad 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 about whether the financial
statlements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evalualing the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our apinion.

In our epinion, such consolidated financial statements present fairly, in all material respects, the financial position of Vectren
Corporation and subsidiaries as of December 31, 2009 and 2008, and the resulls of their operations and their cash flows for
each of the three years in the period ended December 31, 2009, in conformity with accounting principles generally accepted in
the United States of America. Also, in our opinion, such financial statement schedule, when considered in relation fo the basic
consolidated financial statements taken as a whole, presents fairly, in all material respects, the information set forth therein.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board {United Stafes),
the Company's internal confrol over financial reporting as of December 31, 2009, based on the criteria established in Infermal
Control — Infegrated Framework issued by the Committes of Sponsoring Organizations of the Treadway Commission and our
report dated February 25, 2010 expressed an unqualified opinion on the Company's internal control aver financial reporting.

fs! DELOITTE & TOUCHE LLP
Indianapolis, Indiana
February 25, 2010
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FiRM

To the Board of Directors and Shareholders of Vectren Corporation:

We have audited the infernal control over financial reporting of Vectren Corporation and subsidiaries (the “Company”) as of
December 31, 2009, based on criteria established in Infernal Conirol — integrated Framework issued by the Committee of
Sponsaring Organizations of the Treadway Commission. The Company’s management is responsible for maintaining effeclive
internal control over financial reparting and far its assessment of the effactiveness of infernal control over financial reporting
included in the accompanying Managemenl’s Report on Internal Control over Financiat Reporting. Our responsibilily is {o
express an opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audif in accordance with the slandards of the Public Company Accounting Oversight Board (United States),
Those standards require that we plan and perform fhe audit fo obtain reasonable assurance about whether effective infernal
control over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internat
control over financial reporting, assessing the risk that a material weakness exists, testing and evaluafing the design and
operating effectiveness of intemal confrol based on the assessed risk, and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the company's
principal execufive and principal financial officers, or persons performing simiar functions, and effected by the company’s board
of directors, management, and other persannel to pravide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepled accounting principles. A
company's internal control over financial reporting includes those polices and procedures that (1) pertain 1o the mainfenance of
records thal, in reasonable defail, accurately and fairly reflect the transactions and dispositions of the assets of the company; {2)
provide reasonable assurance that iransactions are recorded as necessary to permit preparation of financial stalements in
accordance with generally accepted accounting principles, and that receipts 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
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assefs that could have
a material effect on the financial statements.

Because of the inherent limitations of infernal controt aver financial reparting, induding the: possibility of coltusion or impraper
management override of controls, matenal misstaterents due fo error or fraud may not be prevented or detected on a timely
basis. Also, prajections of any evaluation of the effectiveness of the internal contral over financial reporting to future periods are
subject to the risk that the controls may became inadequate because 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 material respects, effactive internal conirol over financial reporting as of
December 31, 2009, based on the criteria established in Infernal Confrol — Infegrated Framework issued by the Commitlee of
Sponsoring Organizafions of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the consolidated financial statements and financial sialement schedule as of and for the year ended Decamber 31, 2009 of the
Company and our report dated February 25, 2010 exprassed an unqualified opinion on those financial statements and financial
statement schedule.

/sl DFLOITTE & TOUCHE LLP
Indianapotis, Indiana
February 25, 2010
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VECTREN CORPORATION AND SUBSIDIARY COMPANIES

CONSOLIDATED BALANCE SHEETS

{In miflions)
At December 31,
2009 2008
ASSETS
Current Assets
Cash & cash equivalents 1.9 5 832
Accounts receivable - less reserves of $5.2 &
$5.6, respectively 162.4 228.7
Accrued unbilled revenues 1447 187.0
Inventories 167.8 131.0
Recoverable fuel & natural gas costs - 3.1
Prepayments & other cument assets 95.1 124.6
Total current assets 5819 71586
Utility Plant
Original cost 46014 4,335.3
Less: accumulafed depreciation & amortizafion 17226 1,615.0
Net utility plant 2,878.8 2,720.3
Invesimants in unconsolidated affiliates 186.2 175.1
Other utility & corporate investmenis 332 257
Cther nonutility investments 46.2 459
Nonutility plant - net 4828 380.2
Goodwill - net 2420 240.2
Requlatory assets 187.9 216.7
Other assels 330 39.2
TOTAL ASSETS 4,671.8 $ 46329

The accompanying notes are en imtegral part of these consolidated financial statements.
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VECTREN CORPORATION AND SUBSIDIARY COMPANIES
CONSOLIDATED BALANCE SHEETS
fIn millions)

Af December 31,

2009 2008
LIABILITIES & SHAREHOLDERS' EQUITY
Current Liabilities
Accounis payable $ 183.8 $ 266.1
Accounis payable to affiliated companies 54.1 75.2
Refundable fuel & natural gas cosis 223 4.1
Accrued liabilities 174.7 175.0
ShoriHlerm borrowings 2135 519.5
Current maturities of long-term debt 48.0 04
Long-term debt subject to tender 5.3 80.0
Total current liabilities 741.7 1,120.3
Long-term Debt - Net of Current Maturities &
Debt Subject o Tender 1,540.5 1,2479
Deferred Income Taxes & Other Liahilities
Deferred income taxes 458.7 3534
Regulatory liabilities 3224 315.1
Deferred credifs & other liabiiities 2056 244.6
Total deferred credits & other liabilities G86.4 913.1
Commitments & Contingencies (Notes 5, 15-17)
Common Shareholders' Equity
Common stock {no par value) - issued & outstanding
81.1 and 81.0, respeciively B66.8 659.1
Retained eamings 7372 7128
Accumulated other comprehensive incomef{loss) (6.8) (20.3)
Total common shareholders' equity 1,397.2 1,351.6

TOTAL LIABILITIES & SHAREHOLDERS' EQIATY

-]

4,671.8 § 46329

The accompanying notes are an infegral part of these consolidated financial staterments.
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VECTREN CORPORATION AND SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENTS OF INCOME
{In millions, except per share amounts)

Year Ended December 31,
2009 2008 2007
OPERATING REVENUES
Gas utility $ 10860 $ 14327 § 12694
Electric utitity 528.6 5242 487.9
Nonutility revenues 4943 5278 5246
Total operating revenues 2,088.9 24847 2,281.8
OPERATING EXPENSES
Cost of gas sold 618.1 983.1 847.2
Cost of fuel & purchased power 194.3 1829 1748
Cost of nonutility revenues 207.5 2822 2877
Other operating 514.0 506.3 4569
Depreciation & amoriization 211.8 1923 184.8
Taxes ofher than income taxaes 63.0 74.5 70.0
Total operating expenses 1,808.8 2213 20214
OPERATING [NCOME 280.1 263.4 260.5
OTHER INCOME
Equity in eamings of unconsolidated affiliates 34 374 28
Other — net 13.7 2.1 387
Total other income 17.1 395 506
Interest expense 100.0 97.8 101.0
INCOME BEFORE INCOME TAXES 197.2 205.1 2191
Income taxes 64.1 76.1 76.0
NET INCOME $ 1331 $ 12_9.0 $ 143.1
AVERAGE COMMON SHARES OUTSTANDING 80.7 78.3 75.9
DILUTED COMMON SHARES QUTSTANDING 81.0 789 76.6
EARNINGS PER SHARE OF COMMON STOCK:
BASIC $ 165 § 1.65 $ 1.39
DILUTED $ 164 § 1.63 -1 1.87

The accompanying nofes are an infegral part of these consclidated financial stafements.
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VECTREN CORPORATION AND SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

{In millions)
Year Ended Decamber 31,
2009 2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 133.1 L] 128.0 [ 1431
Adjustments to reconcile nef income to cash from operating activities:
Depreciatian & amariization 2118 192.3 164.8
Deferred income taxes & investment tax credits 849 796 270
Equity in earnings of uncensolidated afffiates (3.4) (37.4) {22.9)
Provision for uncollectible accounts 151 16.9 16.6
Expense portion of pension & postretirement benefit cost 10.4 18 98
Other non-cash charges - net 13.3 254 48
Changes in working capital accounts:
Accounts receivable & accrued unbilled revenue 96.9 33.0) {(29.1)
Inventories {36.1) 264 28
Recoverable/refundable fuel & natural gas costs 213 (26.2) (6.3)
Prepayments & other cument assats 43.1 98 (3.9
Accounts payahle, including o affiialed companies {85.8) 65.7 49
Accrued liabilities 40 15.5 4.6
Uncensolidated affiliate dividends 126 155 20.8
Employer contribulions to pension & postretirement plans {38.5) (15.1) {22.6)
Changes in noncurrent assets 0.2 18.6 {21.4)
Changes in noncurrent kabilities {33.4) (19.6 {14.9)
Net cash flows from operating activities 4406 4232 298.1
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from:
Long-term debt 3125 1714 16.4
Issuance of common stock - 1249 -
Dividend reinvestment plan & other 58 09 5.2
Raquiraments for; '
Dividends on comman stock {108.6) (102.6) (96.4)
Retirement of long-term debt {3.9) (104.9) (23.9)
Other financing activities - (0.1) (0.8}
Net change in shorf-term borrowings (306.0) {37.8) g2.2
Net cash flows from financing activities (99.8) 518 (7.3}
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from:
Unconsolidated affiliate distributions 4.6 0.2 127
Cther collections 1.5 6.4 38.0
Requirements for;
Capital expendilures, excluding AFUDC equity (432.0) (391.0) (334.5)
Unconsolidated affiliate investments {0.2) {0.5) {(17.5)
Other invesiments (5.0) (17.4) 1.7
Net cash flows from investing activities (431.4) (402.4) {303.0}
Net change in cash & cash equivalents {81.3) 728 (12.2)
Cash & cash equivalents at beginning of period 932 206 328
Cash & cash equivalents at end of pericd $ 118 § 83.2 $ 206

The accompanying nofes are an integral part of thesa consolidated financial stafements.
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VECTREN CORPORATION AND SUBSIDIARY COMPAMNIES
CONSOLIDATED STATEMENTS OF COMMON SHAREHOLDERS' EQUITY
{in mitlions, except per share amounts)

Accumulated
Common Stock Other
Retained  Comprehensive
Shares Amount  Eamnings  Income {loss} Total
Balance at January 1, 2007 761 § 5255 § 6436 % 51 § 11742
Comprehensive mcome:
Net income 14341 143.1
Pension/OPEB funded status adjusiment - net of $0.5 million in tax 0.7 0.7
Cash flow hedge
unrealized gains(losses) - net of $0.3 million in tax 09 09
reclassifications to net income- net of $0.3 million in tax (1.0) (1.0)
Comprehensive income of unconsolidaled
affiliates - net of $4.2 million in tax 6.8 6.3
Total comprehensive income 150.5
Uncertain tax position accounting change (ses note 8) (0.9 {0.1)
Coammon stock:
lssuance: oplion exercises & dividend reinvestment plan 0.2 5.2 52
Dividends ($1.270 per share) {96.4) {96.4)
Other 20 (1.7} 0.3
Balance at December 31, 2007 76.3 532.7 688.5 a8 1,231.7
Comprehensive income:
Net income 1294 129.0
Pansion/OPERB funded status adjusiment - net of $1.7 milion in fax (2.4) (24)
Cash flow hedges:
redlassifications to net income- nef of $0.2 million in fax (0.2) 2
Comprehensive income of uncensolidated
affiliates - net of $20.0 million in tax (30.2) {30.2)
Total comprehensive income 96.2
Pension/OPEB measurement date adjustment
- net of $1.1 million in tax {see ncte 9) {1.6) (1.6)
Common stock:
Issuance: sefflement of equity forward 48 124.9 124.9
[ssuance: option exercises & dividend reinvestment plan 01 1.2 1.2
Dividends ($1.310 per share) (102.6) (102.6)
Other 03 (0.5) (0.2)
Balance.at December 31, 2008 81.0 659.1 712.8 £20.3) 1,351.6
Comprehensive income:
Net income 1331 1331
Pension/OPEB funded status adjustment - nat of $0.4 million in tax 0.5 0.5
Comprehensive income of uncensolidated
affliates - net of $8.8 million in tax 13.0 13.0
Total comprehensive income 146.6
Common stock:
Issuance: option exercises & dividend reinvestment plan 0.3 58 58
Dividends ($1.345 per share) (108.6) {108.6)
Other {0.2) 1.8 (0.13 1.8
Balance at December 31, 2008 811 § 6668 § 7372 § (6.8) § 13972

The accompanying nofes are an integral part of these consolidated financial statements.
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VECTREN CORPORATION AND SUBSIDIARY COMPANIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and Nature of Qperations

Vectren Corporation (the Company ar Vectren), an Indiana corporation, is an energy holding company headquartered in
Evansville, Indiana. The Company’s wholly owned subsidiary, Vectren Utility Holdings, inc. {(Utility Holdings), serves as the
intermediate holding campany for three public utllities: Indiana Gas Company, Inc. {Indiana Gas or Vectren North), Southern
Indiana Gas and Electric Company (SIGECO or Vectren South), and the Ohio operations. Utility Holdings also has other assets
that provide information technology and other services lo the three utilities. Utility Holdings’ consolidated operations are
collectively referred to as the Utility Group. Both Vectren and Uiility Holdings are holding companies as defined by the Energy
Palicy Act of 2005 (Energy Act). Veciren was incorporated under the laws of Indiana on June 10, 1999.

Indiana Gas provides energy delivery services to over 567,000 natural gas customers located in central and southem Indiana.
SIGECO provides energy delivery services fo over 141,000 electric customers and approximately 111,000 gas customers
located near Evansville in southwestern Indiana. SIGECO alsc owns and operates electric generation assets to serve its
electric customers and optimizes those asseis in the wholesale power market. Indiana Gas and SIGECQ generaily do business
as Vectren Energy Delivery of Indiana. The Ohic operations provide energy delivery services to approximately 315,000 natural
gas customers located near Dayton in west central Ohio. The Ohio operations are owned as a tenancy in commen by Veciren
Energy Delivery of Ohio, Inc. (VEDO), a whally owned subsidiary of Utility Holdings (53 percent ownership), and Indiana Gas
(47 percent ownarship). The Ohio operations generally do business as Veciren Energy Delivery of Ohio.

The Company, through Vectren Enterprises, Inc. (Enferprises), is involved in nonutility activities in three primary business areas;
Energy Marketing and Services, Coal Mining, and Energy Infrastructure Services. Energy Marketing and Services markets and
supplies natural gas and provides energy management services. Coal Mining mines and sells coal. Energy Infrastructure
Services provides underground construction and repair services and performance contracting and renewable energy services.
Enierprises also has other legacy businesses that have invested in energy-related opportunities and services, real estate, and
leveraged leases, among other investments. These operations are collectively referred to as the Nonutility Group. Enterprises
supports the Company's regulated utilities pursuant fo service contracts by providing natural gas supply services, coal, and
infrastructure services.

2. Summay of Significant Accounting Policies

In applying its accounting policies, the Company makes judgments, assumptions, and estimates that affect the amounts
reporied in these consolidated financial statements and related footnotes. Examples of fransactions for which estimation
techniques are used include valuing pension and postretirement benefit obligations, unbilled revenue, uncollectible accounts,
reguiatory assels and liabilities, rectamation liabilities, and derivaives and other financial instrumenis. Estimaies also impact
the depreciation of utility and nonutility plant and the testing goodwill and other assets for impairment. Recorded estimates are
revised when better information becomes available or when actual amounts can be determined. Actual results could differ from
current estimates.

Principles of Consolidation
The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries, after elimination

of significant intercompany transactions.

Subsequent Events Review

Management performs a review of subsequent events for any events occurring after the balance sheet date but prior te the date
the financial sfatements are issued.

Cash & Cash Equivalents
All highly liquid investments with an original maturity of three months or less at the date of purchase are considered cash

equivalents. Cash and cash equivalents are stated at cost plus accrued interest to approximate fair value.
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Allowance for Uncollectihle Accounts

The Company maintains allowances for uncollectible accounts for estimated losses resulting from the inability of ifs customers
to make required payments. The Company estimates the allowance for uncollectible accounts based on a variety of factors
including the fength of time receivables are past due, the financial health of its customers, unusual macroecenormic condifions,
and historical experienca. If the financial condition of its customers deteriorates or other circumstances accur that resulf in an
impaimment of customers' ability to make payments, the Company records additional allowances as needed.

Inventories

In most circumstances, the Company’s inveniory components are recorded using an average cost method; however, natural
gas in storage at the Company's Indiana ulilities and coal inventory at the Company's nonutility coal mines are recorded using
the Last In — First Out {LIFO} method. Inventory related to the Company's regulated operations is valued at historical cost
consistent with ratemaking treatment. Malerials and supplies are recorded as inventory when purchased and subsequently
charged fo expense or capitalized o plant when inslalled. Nonutility inveniory is valued at the lower of cost or market.
Inventories consist of the following:

At December 31,
(in millians) 2009 2008
Gas in storage — at average cost § 222 $ 404
Gas in sforage — at LIFO cost ' 244 222
Total Gas in storage 46.6 62.6
Materials & supplies 426 334
Cual & Oil for electric generation - at average cos! 6.8 284
Coal - at LIFO cost 85 3.3
Other 33 33
Total inventories $ 167.8 $ 131.0

Based on the average cost of gas purchased and coa!l produced during December, the cost of replacing inventorias carried at
LIFO cost exceeded that camying vakue at December 31, 2009, and 2008, by approximately $21 million and $36 millian,
respectively.

Property, Plant, & Equipment
Both the Company’s Uitilify Plant and Nonutilty Plant is stated at historical cost, indusive of financing costs and direct and

indirect construction costs, less accumulated depreciation and when necessary, impairment charges. The cost of renewals and
betterments that extend the useful life are capitalized. Maintenance and repairs, including the cost of remaval of minor iterns of
property and planned major maintenance projects, are charged to expense as incurred.

impairment Reviews

Property, plant and equipment along with other long-lived assets are reviewed as facis and circumstances indicate that the
carrying amount may be impaired. This impairment review invoives the comparison of an assef's {or group of asseis’) carrying
value fo the estimated future cash flows the asset (or asset group) is expected fo generate over a remaining life. f this
evaluation were to conclude that the camying value is impaired, an impairment charge would be recorded based on the
difference between the carrying amount and its fair value (less costs fo sell for assets to be disposed of by sale} as a charge to
operations or discontinued operations.

LUtility Plant & Relfafed Depreciation

Both the IURC and PUCO allow the Company’s utilities 1o capifalize financing costs associated with Utilify Plant based on a
computed inferest cost and a designated cost of equily funds. These financing costs are commanly referred to as AFUDC and
are capiialized for raiemaking purposes and for financial reporting purposes instead of amounfs that would otherwise be
capitalized when acquiring nonutility plant. The Company reports both the debt and equity components of AFUDC in Other —
net in the Consolidated Stafements of Income.

When property that represents a refirement unit is replaced or removed, the remaining historical value of such property is
charged to Utitity plant, with an offsetting charge to Accumulated depreciafion, resuliing in no gain or loss. Costs to dismantle
and remove retired property are recovered through the depreciation rales as determined by the IURC and PUCO.
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The Company’s portion of jointly owned Utilify Plant, along with that plant’s related operating expenses, is presented in these
financial statements in proportion fo the ownership percentage.

Nonutility Piant & Relafed Deprecialion

The depreciation of Nonutility Plant is charged against income over its estimated useful life, using the straight-line method of
depreciation or units-of-production method of amortization for certain coal mining assets. When nonutility property is refired, or
otherwise disposed of, the asset and accumulated depreciation are removed, and the resulfing gain or loss is reflected in
income, typically impacting operating expenses.

Investments in Ungonsolidated Affiliates

Investments in unconsolidated afliliates 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 investments is reconded in Equity in eamings of
unconsofidated affiliates. Dividends are recorded as a reduction of the carrying value of the investment when received.
Investments in unconsolidated afiiliales where the Company does not have significant influence are accounted for using the
cost method of accounting. Dividends associated with cost method investments are recorded as Other - net when received.
Investments, when necessary, include adjustments for declines in value judged to be other than temparary. Investmens in
unconsolidated affiiales consist of the following:

At December 31,
('n millions) 2009 2008
ProLtance Holdings, LL.C 3 167.9 $ 1531
Haddington Energy Partnerships 9.3 139
Qther partnerships & corporations L 8.0 12.1
Total investments in unconsolidated affiliates $ 186.2 $ 179.1
Equity in earnings of unconsolidated affiliates consists of the following:
Year Ended December 31,
{In miflions) 2008 2008 2007
ProLiance Holdings , LLC $ 36 $ 38.5 $ 4.0
Haddinton Energy Partners, LP 0.9 {0.2) 0.2)
Pace Carbon Synfuels, LP - - (20.0)
Other {1.1) (1.9) 2.1
Total equity in eamings of unconsolidated affiliates 3 34 $ 374 $ 229
Gaodwill

Goodwill recorded on the Consofidated Balance Sheels resulls from business acquisitions and is based on a fair value
allocation of the businesses’ purchase price af the time of acquisition. Goodwill is charged to expense only when it is impaired.
The Company tasts its goodwill for impairment at a reporting unit level at least annually and that fest is performed at the
beginning of each year. Impaiment reviews consist of a comparison of the fair value of a reparting unit to ifs carrying amount.
If the fair value of a reporting unit is less than #ls carrying amount, an impairment loss is recognized in operafions. As of
December 31, 2009 and 2008 goodwill by operating segment follows:

At December 31,
{in millians) 2009 2008
Utility Group
Gas Wility Services $ 2050 § 2050
Nonutility Group J7a 352
Consolidated goodwill $ 2420 $ 2402

No goodwill impairmenis have been recorded during the periods presented.
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Regulation
Retail public utility operations affecting Indiana customers are subject to regulation by the IURC, and retaif public utility

operations affecting Ohio cusiomers are subject fo regulation by the PUCO. The Company's accounfing policies give
recogniticn to the ratemaking and accounting practices authorized by these agencies.

Refundable or Recoverable Gas Cosfs & Cost of Fusl & Purchased Fower

All metered gas rales contain a gas cost adjustiment clause that allows the Company to charge for changes in the cost of
purchased gas. Metered electric rates contain a fuel adjustment clause that aliows for adjustment in charges for electric energy
fo reflect changes in the cost of fuef. The net energy cost of purchased power, subject to a variable benchmark based on
NYMEX natural gas prices, is also recovered through regulatory proceedings. The Company records any under-or-over-
recovery resulting from gas and fuel adjustment clauses each menth in revenues. A corresponding asset of liability is recorded
until the under or over-recovery is billed or refunded to utility customers. The cost of gas sold is charged fo operating expense
as delivered to customers, and the cost of fuel and purchased power for electric generation is charged to operaling expense
when consuimed.

Regulatory Assets & Liabilities

Requlatory assefs represent probable future revenues associated with certain incurred costs, which will be recovered from
customers through the ratemaking process. Regulatory liabilities represent probable expenditures by the Company for removal
costs or future reductions in revenues associated with amounts that are fo be credited to customers through the ratemaking
process. The Company continually assesses the recoverability of costs recognized as regulatory assets and fiabilities and the
ability to recognize new regulalory assels and liabilities associated with its regulated utility operations. Given the current
regulatory environment in its jurisdictions, the Company believes such accounting is appropriate.

The Company callects an estimated cost of remaval of its utility plant through depreciation rates established in requiatory
proceedings. The Company records amounts expensed in advance of payments as a Regulafory liability because the liability
does not meet the threshald of an asset retirement obligation.

Posfretiremant Obligalions & Costs

The Company recognizes the funded stalus of its pension plans and postretirement plans on its balance sheet date. The
funded status of a defined benefit plan is its assets (if any) less its projected benefii obligation (PBC), which reflects service
accrued fo date and includes the impact of projected salary increases (for pay —related benefits). The funded status of a
postretirement plan is its assels (in any) less its accumulated posiretirement benefit obligation (APBO), which reflects accrued
service to date, To the extent this obligation exceeds amounts previously recognized in the statement of income, the Company
records a Requiatory asset for that portion related to its cost-based and rate regulated utilities. To the exient that excess liability
does not relate fo a cost-based rate-requlated utility, the ofiset is recorded as a reduction to equity in Accumulated ofher
comprehensive income.

The annual cost of all post refirement plans is recognized in operafing expenses ar capitalized to plant following the direct labor
aof current employees. Specific fo pension plans, the Company uses the projected unit credit actuarial cost method to calculate
service cost and the PBO. This method prajects the present value of benefits at refirement and allocates thaf cost over the
projected years of service. Annual service cost represents one year's benefit accrual while the PBO represents benefits
allocaled to previously accrued service. Far other postretirement plans, service cost is calculaled by dividing the present value
of a participant’s projected postretirement benefits into equal parts based upon the number of years between a participant's hire
date and first eligible refirement date. Annual service cost represents one year's benzfit accrual while the APBO represents
benefit ailocated 1o previously accrued service. To calculate the expected retum on pension plan assets, the Company uses the
plan assets’ market-related value and an expecled long-ferm rate of return. For the majority of the Company's pension plans,
the fair market value of the assefs at the measurement date is adjusted to a market-related value by racognizing the change in
fair value experienced in a given year ratably over a five-year period. Interest cost represenis the annual accretion of the PBO
and APBQ at the discount rate. Actuarial gains and losses outside of a corridor (equal io 10% of the greater of the benefit
obligation and the market-related value of assets) are amortized over the expected future working lifetime of active parficipants
(except for plans where almost all parficipanis are inactive). Prior service costs related to plan changes are amortized over the
expected future working lifetime (or to full eligibility date for postretirement plan other than pensions) of the active participants at
the time of the amendment.
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Asset Relirement Obligations
A portion of removal costs related to interim retirements of gas ufility pipeline and utility poles, certain asbestos-related issues,

and reclamation activities meet the definition of an asset retirement obligation (ARO). The Company records the fair value of a
fiability for a legat ARQ in the period in which it is incurred. When the liability is initially recorded, the Company capitalizes a
cost by increasing the carrying amount of the related long-lived asset. The liability is accreted, and the capitalized cost is
depreciated over the useful life of the related asset. Upon sefilement of the iiability, the Company settles the obligation for its
recorded amount or incurs 2 gain or lass. To the extent regulation is involved, regulatory assets and Kabilities result when
accretion and amortization is adjusted o match rales established by regulators and any gain or loss is subject to deferral.

ARO's included in Other Fabilities total $33.1 million and $27.5 million at December 31, 2009 and 2008, respectively. ARO's
included in Accrued fiabififies toial $3.0 million and $7.2 million at December 31, 2008 and 2008, respectively. During 2009, the
Company recorded accrefion of $1.5 million and decreases in estimates, net of cash payments of $0.1 milfion. During 2008, the
Company racorded accretion of $1.1 million and increases in estimates, net of cash payments of $5.2 million.

Product Warranties, Performance Guaraniees, & Other Guarantees

Liabilities and expenses associated with product warranties and performance guarantees are recognized based on historical
experience at the time the associated revenue is recognized. Adjusiments are made as changes become reasonably
estimable. The Company daes not recognize the fair value of an obligation at inception for these guarantees because they are
guarantees of the Company's own performance andfor product installations.

While not significant at December 31, 2009 or 2008, the Company does recognize the fair value of an obligation at the inception
of a guarantee in certain circumstances. These circumstances would include executing certain indemnification agreements and
guaranteeing operating lease residual values, the performance of a third party, or the indebtedness of a third party.

Energy Contracts & Derivatives
The Company occasionally executes derivative confracts in the normal course of operafions while buying and selling

commodities to be used in operations, oplimizing its generation assets, and managing risk. In most cases, a derivative is
recognized on the balance sheet as an asset or liability measured at ifs fair market value and the change in the derivative's fair
market value is recognized currently in eamings unless specific hedge criteria are met.

When an energy confract that is a derivative is designated and documented as a normal purchase or normal sale (NPNS), it is
exempted from mark-to-market accounting. Most energy conlracls execuled by the Company are subject to the NPNS
exclusion or are not considered derivatives. Such energy contracts include Real Time and Day Ahead purchase and sale
contracts with the MISO, natural gas purchases from ProLiance and others, and wind farm and other electric generating
capacity contracts. .

When the Company engages in energy contracts and financial contracts that are derivatives and are not subject fo the NPNS or
ather exclusions, such contracts are recorded at markat value as current or noncurrent assets or labilities depending on their
value and on when the coniracts are expecied to be settled. Contracis and any associated collateral with counter-pariies
subject to master nefting arrangements are presenied net in the Consolfidated Balance Sheets. The offset resulting from
carrying the derivative at fair vaiue on the balance sheet is charged fo earnings unless it qualifies as a hedge or is subject fp
regulatory accounting treatment, When hedge accounting is appropriate, the Company assesses and documents hedging
relationships between the derivative contract and underlying risks as well as its risk management objectives and anticipated
effectiveness. When the hedging relationship is highly effective, derivatives are designated as hedges. The market value of the
effective portion of the hadge is marked to market in Accumulated other comprehensive income for cash flow hedges.
Ineffective portions of hedging arrangements are marked to market through eamings. For fair value hedges, both the derivative
and the underlying hedged item are marked to market through earnings. The affset to contracts affected by regulatory
accounfing treatment are marked fo market as a requlatory asset or liabifity. Market value for derivative contracts is determined
using quoted market prices from independent sources. The Company rarely enters into confracts that have a significant impact
1o the financial statements where internal models are used o calculate fair value. As of and for the periods presented, related
derivative activity is not significant o these financial statements.

Revenues
Most revenues are recorded as produsts and servicas are delivered to customers. Some nonulility raventies are racognized
using the percentage of completion method with such percentage based on project cost. To more closely match revenues and
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expenses, the Company records revenues for all gas and electricity delivered to cusfomers but not billed at the end of the
accounting period.

Share-Based Compensation
The Company grants share-based compensation to certain employees and board members. Liability classified share-based

compensation awards are re-measured al the end of each period based on their expected settlement date fair value. Equity
classified stock-based compensation awards are measured at the grant 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 dale the
award is granted through the eartier of the date the award vests or the date the employee becomes refirement eligitle.

Excise & Utility Receipts Taxes

Excise taxes and a portion of utility receipts taxes are included in rates charged i customers. Accordingly, the Company
records these taxes received as a component of operating revenues, which totaled $36.3 million in 2009, $45.0 million in 2008,
and $41.8 miftion in 2007. Expense associated with excise and utility receipls taxes are recorded as a component of Taxes
other than income taxes.

Operating Segments

The Company's chief operating decision maker is comprised of a group of execulive management led by ihe Chief Executive
Officer. The Company uses net income calculated in accardance with generally accepted accounting principles as its most
relevant performance measure. The Campany has three operating segments within its Ulifity Group, one aperating segmentin
its Nonuiility Group, and a Corporale and Other segment,

Fair Value Measurements

Certain financial assets and liabilities as well as certain nonfinancial assets and liabiklies, such as the inifial measurement of an
asset retirement obligation or the use of fair value in goodwill, intangible assets and long-lived assets impainment fests, are
valued andior disclosed at fair value. The Company describes ifs fair value measurements using a hierarchy of inputs based
primarily on the level of public data used. Level 1 inputs include quoled market prices in active markets for identical assels or
fabilities; Level 2 inputs include inputs other than Level 1 inputs that are directly or indirectly observable; and Level 3 inputs
include unobservable inputs using estimates and assumptions developad using internal models, which reflect what a market
participant would use to determine fair value.

3. Utility & Nonutility Plant
The original cost of Utility Piant, fogether with depreciation rates expressed as a percentage of original cost, follows:

At December 31,
(in mitiions) 2009 2008
Depreciation Depreciation
Ratesasa Ratesasa
Percent of Percent of
Original Cosl  Original Cost Original Cost  Original Cost
Gas utility ptant $ 22991 3.5% 5 21576 3.5%
Electric ufility plant 2,113.3 34% 1,884.3 3.3%
Commeon ufifity plant 487 2.9% 479 29%
Construction work in progress 140.3 - 2455 -
Total originaf cost $ 4,601.4 $ 4,335.3

SIGECO and Alcoa Generating Corporation {(AGC), a subsidiary of ALCOA, own the 300 MW Unit 4 at the Warrick Power Plant
as tenants in comman, SIGECCO's share of the cost of this unit al December 31, 2009, is $178.1 million with accumulated
depreciation totaling $53.4 million. The construction work-in-progress balance associated with SIGECO's ownership interest
fotaled $0.7 million at December 31, 2009. AGC and SIGECO also share equally in the cost of operation and output of the unit.
SIGECO's share of operating costs is included in Other operafing expenses in the Consolidafed Statements of Income.
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Nonufifity plant, net of accumulated depreciation and amortization follows:

At December 31,

{in miltions) 2009 2008
Computer hardware & software $ 119.9 $ 1296
Land & buildings 115.1 939
Coal mine development costs & equipment 188.6 109.1
Vehicles & equipment 437 417
All other 18.3 15,9

Nonutilify plant - net $ 4826 $ 390.2

Nonutility plant is presented net of accumulated depreciation and amortization fotaling $334.3 million and $281.6 million as of
December 31, 2009 and 2008, respectively. For the years ended December 31, 2009, 2008, and 2007, the Company
capitalized interest fotaling $6.0 million, $3.7 million, and $2.3 million, respectively, on nonutility plant construction projects.

4, Regulatory Assets & Liabilities

Requiatnry Assets
Regulatory assefs consist of the following:

At December 31,
{fn milticns) 2009 2008
Future amounis recoverable from ralepayers refaled fo:
Benefit obligations $ 839 $ 101.0
Deferred income taxes 14.7 114
Asset retirement obligations & other 4.2 85
102.8 1208
Amounts deferred for future recovery related to:
Cost recovery riders & other 1.0 1.7
1.0 1.7
Amounts currently recovered in customer rates related to:
Demand side management programs 163 215
Unamorlized debt issue costs & hedging proceeds 38.1 384
Indiana authorized trackers 15.6 138
Ohio authorized trackers 8.2 11.6
Premiums paid to reacquire debt & other 6.8 88
84.1 84.1
Total regulatory assets $ 187.8 $ 216.7

Of the $84.1 million currently being recavered in customer rates, $15.3 million is earning a return. The weighted average
recovery period of regulatory assets currently being recovered is 11 years. The Company has rate orders for all deferred costs

not yet in rates and therefore believes that future recovery is probable.

Reqgulatory Liabilities

At December 31, 2009 and 2008, the Company has approximately $322.1 million and $315.1 miflion, respectively, in Regufatory
liabilities. Of these amounts, $294 .4 million and $292.4 million relate to cost of removal obligations. The remaining amounts
primarily relale to timing differences associated with asset retirement obligations and deferred financing costs.
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5. Investment in ProLiance Holdings, LLC

ProLiance Holdings, LLC (Proliance), a nonutility energy marketing affiliate of Vectren and Cifizens Energy Group (Citizens),
provides services to a broad range of municipalities, utilifies, industrial operations, schools, and healthcare instifutions located
throughout the Midwest and Southeast Uniled States. ProLiance’s customers include Vectren's Indiana utilities and nonulility
gas supply operations as well as Citizens’ utilities. ProLiance’s primary businesses include gas marketing, gas portfolio
optimization, and other porifolio and energy management services. Gonsistent with its owniership percentage, Vectren s
allocated 61 percent of ProLiance’s profils and losses; howaver, governance and vofing rights remain at 50 percent for each
mermber; and therefore, the Company accounts for its investment in ProLiance using the equity method of accounting,

The Company, including its refail gas supply operations, contracted for approximately 75 percent of its natural gas purchases
through ProLiance in 2009, 2008, and 2007.

Summarized Financial information

Year Ended December 31,
(in millions) 2009 2008 2007
Summarized Statement of Income information:
Revenues $ 16549 $ 28836 § 22671
Operating income 5.2 63.7 615
Charge related to Investment in Liberty Gas Storage (32.7) - -
ProLiance's earnings 4.5 64.7 67.2
As of December 31,
(In milions) 2009 2008
Summarized balance sheef information:
Current assets [ 477.6 3 661.5
Noncurrent assets 61.7 104.2
Current liabilities 2645 5140
Noncurrent liabilities 40 36
Members' eguity 2824 2958
Accumulated other comprehensive income (loss) (11.6) (47.0)

Vectren reconds its 61 percent share of ProLiance’s earnings after income taxes and an interest expense allocation.

Requlatory Matter Resolved
ProLiance self reported to the FERC in October 2007 possible non-compliance with the FERC's capacity release palicies.

ProLiance has aken comrective actions to assure that current and future transactions are compliant. During the second quarter
of 2009, Prol.iance resoived the matter with FERC. The amount of the penalty was not material to the Company’s consolidated
operating results, financial position or cash flows.

investment in Liberty Gas Storage

Liberty Gag Storage, LLC (Liberty), a joint veniure between a subsidiary of ProLiance and a subsidiary of Sempra Energy (SE),
is a development project for salt-cavern natural gas storage facilities. ProLiance is the minority member with a 25 percent
interest, which it accounts for using the equity methad. The project was expected to include 17 Bef of capacity in its north
facility (previously refemred to as the Sulfur site, located near Sutfur, Louisiana), and an additional 17 Bef of capacity in its south
facility (previously referred to as the Hackbetry sile, near Hackberry, Louisiana). As more fully described belaw, it is now
expected that only the south facility will be completed by the oint venture. This facilify is expected fo provide at least 17 Bef of
capacity. The Liberty pipeline system is currently connected with several interstate pipelines, including the Cameron Interstate
Pipeline operated by Sempra Pipelines & Storage, and will connect area LNG regasification terminals to an interstate natural
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gas Iransmission system and storage facilities. ProLiance’s investment in Liberty is $37.3 million at December 31, 2009, after
reflecting the charge discussed below.

In late 2008, SE advised Praliance that the completion of the phase of Liberty's development at the north site had been delayed
by subsurface and well-completion problems. Sased on testing perfonmed in the second quarter of 2009, SE determined that
attempts at corrective measures had been unsuccessful in development of certain caverns. At June 30, 2009, Liberty recorded
a charge of approximately $132 million to write off the north caverns and certain related assefs. As an equity investor in Liberty,
ProLiance recorded its share of the charge, totaling $33 million at June 30, 2009. The Company's share is $11.3 million after
tax, or $0.15 per share. In the Consofidated Statement of Income for the year ended December 31, 2008, the charge is an
approximate $19.9 million reduction to Equily in earnings of unconsolidated affiliates and an income tax benefit reflected in
Income taxes of approximately $8.0 million. The charge is not maferial to the Company's financial condition. ProLiance does
not expect it fo impact its future liquidity or access to capital, nor is it expected thal this situation will impact ProLiance’s ability o
meet the needs of its customers.

Transactions with ProLiance

Purchases from ProLiance for resale and for injections into storage for the years ended December 31, 2000, 2008, and 2007,
totaled $533.4 million, $340.1 million, and $792.4 million, respectively. Amounts owed o Proliance at December 31, 2009, and
2008, for those purchases were $54.1 million and $75.1 million, respectively, and are included in Accounts payable fo affifisted
companies in the Consofidated Balance Sheefs. Vectren received regulatory approval on Aprit 25, 2006, from the IURC for
ProLiance to provide natural gas supply services to the Company's Indiana utilities through March 2011. Amounts charged by
ProLiance for gas supply services are established by supply agreements with each utility.

Undistributed Earnings
As of December 31, 2008, undistributed earnings of unconsotidated affiliates approximated $154 million and are primarily

comprised of the undistributed earnings of ProLiance.

6. Nonutility Real Estate & Other Legacy Holdings

Within the Nonutility business segment, there are legacy investments involved in energy-related infrastructure and services, real
estale, leveraged leases, and other ventures. As of December 31, 2009 and 2008, total remaining legacy investments included
in the Other Businesses portfolio total $64.5 million and $71.8 mililon, respectively. Further separation of that 2009 investment
by type of investment follows:

December 31, 2009
Value'included In
Other Investments in
Canying Nonutility Unconsolidated
(in mitlions) Value Investments Affiliates

Commercial real estate investments $ 70 $ 210 § -
Leveraged leases 17.5 17.5 -
Haddington energy partnerships 97 0.4 9.3
Affordable housing projects 7.8 0.1 7.7
Other investments 8.5 7.2 1.3

$ 645 $ 462 % 18.3

Commercial Real Estate Charge

The recent recession impacied the value of commercial real estate investmenis within this portfolio, and the prospect for
recovery of that value has diminished, During 2008, the Company assessed its commercial real estate investments for
impairment and identified the need to reduce their carrying values. The impairment charge totaled $10.0 million. Cf the $10.0
milion charge, $5.2 million is included in Other-nef and $4.8 million is included in Other operating expenses. The impairment
impacted the camying values of primarily notes receivable collateralized by commercial real estate and an office building of
which the Company fook possession when a leveraged lease expired in 2008 and that is curmently for sale.
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Noles Receivable

At hoth December 31, 2009 and 2008, notes receivable, inclusive of accrued inferest and net of reserves, totaled $16.7 million.
Of the $46.2 million in Ofher nonutilily invesiments identified above, notes recejvable comprise approximately $10 million of the
Commercial real estate investmenis and $6 million of the Other investments. A reserve for potential uncollectible notes as of
December 31, 2009 and 2008 totaled $9.2 million and $6.3 million, respectively. As of December 31, 2009, the Company is
recognizing inferest on the cash basis for substantially the entire nofe portfolio. Such interest income has been insignificant
during the past three years. Second mortgages serve as collateral for notes asseciated with the commergial real estate
investments.

Leveraged L eases
The Company is a lessor in leveraged iease agreements under which real estate or equipment is leased to third parties. The

total equipment and facilities cost was approximately $45.2 miflion at December 31, 2008. The cosi of the equipment and
facilities was pattially financed by non-reccurse debt provided by lenders who have been granted an assignment of rentals due
under the leases and a security inferest in the leased property, which they accepted as their sole remedy in the event of default
by the lessee. Such debt amounted to approximately $49.2 million at December 31, 2009. At December 31, 2009, the
Company’s $17.5 million leveraged lease investment when netted against related defemed tax liabilities was $2.8 million.

Haddingion Energy Partnerships

The Company has an approximate 40 percent ownership interest in Haddington Energy Partners, LP {Haddington 1y and
Haddingion Energy Partners i, LP (Haddington il}. The Company has no further commitments to invest in either Haddingion |
or ll. As of December 31, 2009, these Haddington ventures have inferests in two remaining mid-stream energy relaled
investments. Both Haddington ventures are investment companies accounted for using the equity method of accounting.

The following is summarized financial information as to the assets, liabilities, and results of operations of Haddington. For the
year ended Dacember 31, 2008, revenues, operating loss, and net income were (in millions) zero, $(0.4), and $7.8, respectively.
For the year ended December 31, 2008, revenues, operating loss, and net loss were (in millions) zero, $(0.4), and $(0.3),
respectively. For the year ended December 31, 2007, revenues, operating loss, and net loss were (in milkons) zero, $(0.4), and
$(0.3), respectively. As of December 31, 2008, investments, other assets, and liabilities were (in millions) $26.4, zero, and zero,
respectively. As of December 31, 2008, investments, other assets, and liabilities were (in millions) $32.0, $0.5, and $0.1,
respeciively.

Variable interest Entities

Some of these legacy nonutility investments are partnership-like struchures involved in activities surrounding muliifamily housing
and office properties and are variable interest entities. The Company is either a limited pariner or a subordinated lender and
does not consolidate any of these entities. The Company’s exposure to loss is limited to its investment which as of December
31, 2009, and 2008, totaled $7.7 million and $9.5 million, respectively, recorded in Investments in unconsolidated affiliates, and
$10.1 million for each year recorded in Other nonutilty investments.

7. Intangible Assets

intangible assets, which are included in Other assefs, consist of the following;

{In millions) At December 31,
2009 2008
Amortizing Non-amortizing Amarlizing Non-amortizing
Customer-related assets $ B0 § - $ 88 3§ -
Market-related assets - 7.0 0.1 7.0
Intangible assets, net $ 80 § 70 % 80 $ 7.0

As of December 31, 2003, the weighted average remaining life for amortizing customer-related assets and all amortizing
intangibles is 23 years. These amortizing intangible assets have no significant residual values. Intangible assets are presented
net of accumulated amortization fotaling $2.8 mitfion for customer-related assets and $0.2 million for market-related assets at
December 31, 2009 and $2.6 million for customer-related assets and $0.2 million for market-related assets at December 31,
2008. In 2008, 2008, and 2007, amortization associated with intangible assets was $0.6 miflion, $0.6 million and $0.7 milion,
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respectively. Amortization should approximate that incurred in 2009 in each of the next five years. Intangible assets are
primarily in the Nonutility Group.

The Company also has emission allowances relating fo its wholesale power marketing operations totaling $1.3 miltion and $1.6
million at December 31, 2008 and 2008, respeciively. The value of the emission allowances are recognized as they are
consumed or sold.

8. Income Taxes

Defered income taxes are provided for femporary differences between the tax basis (adjusted for related unrecognized tax
benefits, if any) of an asset or liability and its reported amount in the financial statements. Deferred tax assets and liabilities are
computed based on the eurrently-enacted statulory income tax rales that are expected to be applicable when the temporary
differences are scheduled to reverse. The Company's rate-regulated utilities recognize regulatory kabilities for deferred taxes
provided in excess of the current statutory 1ax rate and regulatory assets for deferred taxes provided at rates less than the
current statutory tax rate. Such tax-related regulaiory assets and liabilities are reporled at the revenue requirement level and
amorlized to income as the related temporary differences reverse, generally over the livas of the relafed properties. A valuation
allowance is recorded fo reduce the carrying amounts of deferred tax assels unless it is more fikely than not that the deferred
tax assets will be realized.

Tax benefits associaled with income tax positions 1aken, or expected to be faken, in a 1ax return are recorded only when the
more-likely-than-not recognition threshold is satisfied and measured at the largest amount of benefit that is greater than 50
percent likely of being realized upon seftiement. The Company reports interest and penalties associated with unrecognized tax
henefits within /ncome taxes in the Consofidated Statements of income and reports tax liabilifies related fo unrecognized tax
benefits as part of Deferred credifs & ofher liabilities.

Investment tax credits (ITCs) are deferrad and amariized to income over the approximate lfves of the related property in
accordance with the regulatory treatment. Production tax credits (PTCs) are recognized as energy is generated and sold based
on a per kilowatt hour rate prescribed in applicable federal and state staiutes.

Significant components of the net deferred tax liability follow:

Al December 31,
{in mitlions) 2009 2008
Noncurrent deferred tax liabilities (assets):
Depreciation & cast recovery timing differences $ 483.3 $ 3724
Leveraged leases 14.7 15.1
Regulatory assels recoverable through future rates 25.6 278
Other comprehensive income (5.7 (15.0)
Alternative minimum tax carryforward (21.6) -
Employee benefit obligations (24.0) (36.2)
Net operating loss & other carryiorwards (0.5) (2.1
Regulatory liabilities to be settled through future rates (11.7} (15.7)
Other - net (14 6.9
Net noncurrent deferred tax liability 4587 3534
Current deferred tax (assets)/liabilities:
Defered fuel costs-net 1.2 26
Demand side management programs 5.2 8.8
Altemative minimum tax carryforward (15.8) (11.2)
Other - net (12.3) (8.4)
Net current defemed tax asset {21.7) (8.2)
Net dffﬁr_red tax liability $ 437.0 $ 3452
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At December 31, 2009 and 2008, investment fax credits totaling $5.8 million and $6.9 million, respectively, are included in
Daferred creifits & other liabillties. At December 31, 2008, the Company has alfernalive minimum tax carryforwards which do
not expire. Inaddition, the Company has $0.2 million in net operating loss carryforwards that relate to the acquisition of Miller,
which will expire in 5 o 20 years. A reconciliation of the federai statutory rate fo the effective income fax rate follows:

Year Ended December 31,
2009 2008 2007
Statutory rale: 350 % 350 % 35.0 %
State & local taxes-net of federal benefit 23 39 4.3
Amortizalion of investment tax credit (0.5 {0.6) {0.8)
Depletion (2.0) (0.4) {0.7)
Other tax credils 0.2) {0.9) (0.2}
Synfuel tax credits ' - - (3.0)
Adjustment of income fax accruals (21 - 0.2
All other-net ‘ - 01 Q1)
Effective tax rate 325 % 371 % 4.7 %

The components of income tax expense and ufiization of investment tax credils follow:

Year Ended December 31,

{In milfions) 2009 2008 2007
Curent:

Federal $ (21.4) $ (148) § 359

State 0.6 113 134
Total current taxes {20.8) {3.5) 49.0
Deferrad:

Federal 787 78.2 246

State 73 27 4.1
Total deferred taxes 86.0 80.9 287
Amortizafion of invesiment tax credils (1.1) (1.3} (1.9

Total income tax expense $ 64.1 $ 76.1 $ 760
Lincertain Tax Positions

Following is a roll forward of the total amount of unrecognized tax bensfits for the three years ended December 31, 2009 and
2008:

{in millions) 2009 2008 2007

Unrecognized tax benefits at January 1 g 23 ] 6.2 $ 11.6
Grass increases - tax positions in prior periods 1.1 17 0.3
Gross decreases - tax positions in prior periods (1.8) (6.0} (7.4)
Gross increases - cument period tax positions 8.0 0.3 1.9
Gross decreases - cument period tax positions - - 0.2
Settlements (0.1} - -
Lapse of statute of limitations 1.1 -

Unrecognized tax benefits at December 31 $ 1.5 $ 22 L3 6.2
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Of the change in unrecognized tax benefits during 2008, 2008, and 2007, almost none impacted the effective rafe. The amaunt
of unrecognized tax benefits, which if recognized, that would impact the effective tax rafe was $0.5 million at both December 31,
2009 and 2008 and $0.1 million at December 31, 2007.

As of December 31, 2009, the unrecognized tax benefit relates to tax positions for which ihe ulfimate deductibility is highly
certain but for which there is uncertainty about the timing of such deductibility. Because of the impact of deferred fax
accounting, other than inferest and penaliies, the disallowance of the shorter deductibility period would not affect the annual
effective tax rate but would accelerate the payment of cash to the taxing authority.

The Company recagnized expense related to inferest and penalties totaling approximately $0.2 million in 2009 and less than
$0.1 million in 2008. During the year ended December 31, 2007, the Company recognized expense related Io interest and
penalties of approximately $0.5 millian. The Company had approximately $0.6 million and $0.8 million for the payment of
interest and penalties accrued as of December 31, 2009 and 2008, respectively.

The net liabifity on the Consolidated Balance Sheet for unrecognized tax benefits inclusive of interesi, penalties and net of
secondary impacis which are a component of the Deferred income taxes and are benefils, totaled $7.9 million and $0.8 million,
respectively, at December 31, 2009 and 2008.

From time to time, the Company may consider changes fo filed positions that could impact its unrecognized tax benefits.
However, it is not expected that such changes would have a significant impact on earnings and would only affect the timing of
payments to taxing authorities.

As the result of adopting changes to the accounting guidance for uncertain tax positions on January 1, 2007, the Company
recognized an approximate $0.3 million increase in the liability for unrecognized tax benefits, of which $0.1 miflion was
accounted for as a reduction fo the January 1, 2007 balance of Refaied eamings and $0.2 million was recorded as an increase
o Goodwill, '

The Company and/or certain of its subsidiaries file income tax refurns in the U.S. federal jurisdiction and various states. The
Infernat Revenue Service (IRS) has conducted examinatians of the Company's U.S. federal income tax refurns for tax years
through December 31, 20056, The State of Indiana, the Company's primary state tax jurisdiction, has conducted examinations of
state income tax refumns for fax years through December 31, 2007, The statutes of limitations for assessment of federal and
Indiana income tax have expired with respect to tax years through 2002,

9. Retirement Plans & Other Postretirement Benefits

At December 31, 2009, the Company maintains three qualified defined benefit pension plans, a nonqualified supplemental
executive refirement plan (SERP), and three other postretirement benefit plans. The defined benefit pension and other
posfretirement benefit plans, which cover eligible ful-ime regular employees, are primarily noncontributory. The postretirement
health care and life insurance plans are a combination of self-insured and fully insured plans. The Company has a Voluntary
Employee Beneficiary Association (VEBA) Trust Agreement for the partial funding of postretirement health henefits for retirees
and their eligible dependents and beneficiaries in one of the three plans. Annual VEBA funding is discretionary. The qualified
pension plans and the SERP are aggregated under the heading “Pension Benefits.” Other postretirement benefit plans are
aggregated under the heading “Other Benefits.”

Measurement Date Change
Prior to 2008, the Company measured obligations as of September 30. The Company changed its measurement date due fo a

required change in the accounting rules. The effects of moving the measurement date were calculated using a measurement of
plan assets and benefit cbligations as of September 30, 2007 and a 15-month projection: of periodic cost fa December 31, 2008,
The Company recorded three months of that cost totaling $2.7 million, or $1.6 million after tax, direcily fo Refained earnings an
January 1, 2008. Related adjustments to Accumufated other comprehensive income and Regulatory assefs were not material.
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Net Periodic Benefit Costs
A summary of the components of net periodic benefit cost for the threa years ended Decamber 31, 2008 follows:

Pension Benefits Other Bengfils

{In millions) 2009 2008 2007 2008 2008 2007
Service cost $ 63 § 61 $ 656 § 05 § 05 % 05
Interest cost 15.8 15.1 14.8 44 42 4.0
Expected refum on plan assets {(16.4) (16.6) {(14.3) {0.3) {0.5) {0.5)
Amortizalion of prior service cost (benefit) 1.7 1.7 1.7 (0.8) (0.8) (0.8)
Amortization of actuarial loss (gain) 22 0.1 1.5 04 - (0.1
Amortization of transitional abligation - - - 1.1 1.1 1.1

Net periodic benefit cost $ 96 § 64 $ 94 § 53 $§ 45 § 42

A portion of benefit costs are capitalized as Utility plant. Costs capitalized in 2008, 2008, and 2007 are estimated at $4.5
million, $3.0 million, and $3.9 million, respectively.

The Gompany has used a long-ferm expected vate of return of 8.25 percent fo calculate 2009 periodic benefit cost. For fiscal
year 2010, the expected long-term rate of return will be 8 percent.

The Company maintained a consistent discount rate of 6.25 percent to measure periodic cost due fo minimal changes in
December 31, 2008 and 2008 benchmark interest rates that approximate the expected duration of the Company’s benefit
obligations. For fiscal year 2010, the discount rate will be & percent.

The weighted averages of significant assumptions used o determine net periodic benefit costs follow:

Pension Benefits Other Benefits
2009 2008 2007 2005 2008 2007
Discount rate 6.25% 8.25% 5.85% 5.25% 8.25% 5.85%
Rate of compensation increase 3.75% 3.75% 3.75% N/A NfA NIA
Expected retum on plan assets ‘ 8.25% 8.25%  B.25% 8.25% 8.25% 8.25%
Expected increase in Consumer Price Index N/A N/A NA 3.50% 3.50% 3.50%

Health care cost frend rate assumptions do not have a material effect on the service and interest cost components of benefit
costs. The Company’s benefit plans limit its exposure to increases in health care costs to annual changes in the Consumer
Price Index (CPI). Any increase in health care cosis in excess of the CPl increase is the respansibility of the plan participants,

Benefit Qbligations
A reconciliation of the Company's benefit obligations at December 31, 2002 and 2008 follows:

Pension Benefifs Other Benefits

(in millions) 2009 2008 2009 2008
Benefit obligation, beginning of period $ 2608 $ 2496 $ 723§ 70.2
Service ¢ost— benefits earned during the period 6.3 7.7 05 ¢.7
Interest cost on projected benefit abligation 15.8 18.8 4.4 52
Plan participants' contributions - - 28 28
Plan amendments 041 04 - -
Actuarial loss (gain) 20 0.3 7.2 25
Medicare subsidy receipts - - 03 0.7
Benefits paid (13.3) (16.2) (8.4) (9.8)

Benefit chligation, end of period $ 2115 § 2606 $ 796 $§ 723
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The accumulated benefit abligation for all defined benefit pension plans was $257.0 million and $245.2 million at December 31,
2009 and 2008, respectively. Due to moving the measurement date from September 30 io December 31, ihe 2008 roli forward
of the projected benefit obligation includes 15 months of aciivity.

The benefit abligation as of December 31, 2009 and 2008 was calculated using the following assumpfions:

Pension Benefits Other Benefits
2008 2008 2009 2008
Discount rate 6.00% 6.25% 6.00% €.25%
Rate of compensafion increase 3.50% 3.75% NA NIA
Expetied increase in Consumer Price Index NA WA 3.00% 3.50%

To calculate the 2009 ending postretirement benefit abligation, medical claims costs in 2010 were assumed to be 8 percent
higher than those incurred in 2009. That trend was assumed to reach ils ultimate frending increase of 5 percent by 2014 and
remain level thereafier. A one-percentage point change in assumed heafth care cost trend rates would have changed the
benefit obligation by approximately $2.5 million.

Plan Assels
A reconciliation of the Company’s plan assets at December 31, 2003 and 2008 follows:

Pension Benefits (Other Benefils

{In miltions} 2009 2008 2009 2008
Plan assets at fair value, beginning of pericd $§ 1509 § 2118 $ 43 6.8
Actual retum on plan assels 386 (58.0) 09 (1.4)
Employer contribudions 349 133 44 59
Plan participants’ confributions - - 28 28
Benefits paid (13.3) {(16.2) (8.4 (9.8)

Fair value of plan assets, end of period $ 114 0§ 1509 $ 40 $ 43

Due to moving the maasurement date from September 30 to December 31, the 2008 rolt forward of plan assets includes 15
months of activity.

The Company'’s averall investment strategy for its retirement plan trusfs is 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 o minimize the risk of large losses while maximizing fotal 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. The both the equity and debt securities have a blend of
domestic and intemational exposures. For other benefit plans the targeted aliocation is 75 percent equities and 25 percent
debt. Objectives do not 1arget a specific refum by asset class. The portfolios’ return is monitored in total. Following isa
description of the valuation methodologies used for trust assels measured ai fair value af December 31, 2008.

Murual Flinds
The fair values of mutual funds are derived from quoted market prices or net assef values as these instruments have active
markets (Level 1 inputs),

Ciher Trust Funds

The Company’s plans have investmants in trust funds similar fo mutual funds in that they are created by pooling of funds from
investors into a common frust and such funds are managed by a third parly investment manager. These trust funds fypically
give investars a wider range of investment options through this pooling of funds than that generally available fo investors on an
individual basis, However, unfike mutual funds, these trusts are not publicly traded in an active markel, The fair values of these
trusts consist of a daily calculated unit value containing observable (Level 2) market inputs. These funds are primarily
comprised of investments in equity and fixed income securities which represent approximately 46 percent and 48 percent,
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respectively, of their fair value as of December 31, 2009, Equily securities within these funds are primarily valued using quoled
market prices as these insiruments have active markets. From lime to time, less fiquid equity securifies are valued using Leve!
2 inputs, such as bid prices or a closing price, as determined in good faith by the investment manager. Fixed income securifies
are valued at the last available bid prices quoled by an independent pricing service. When valuations are not readily available,
fixed income securities are valued using primarily cther Level 2 inputs as determined in good faith by the investmant manager,

Guaranteed Annufty Contract

One of the Company's pensian plans is party to a group annuiy contract with John Hancock Life Insurance Company. At
December 31, 2008, the estimate of undiscounied funds necessary 1o satisfy John Hancock's remaining obligation was $2.9
million. If funds retained by John Hancock are not sufficient to satisfy retirement payments due these refirees, the shortfali must
be funded by the Company. The composite investment ratum, net of manger fees and other charges for the year ended
December 31, 2009 was 5.98 percent. The Company values ihis illiquid investment using long-term inferest rate and mortality
assumptions, among others, and is therefore considered a Level 3 investment.

The fair values of the Company’s pension and other retirement plan assets at December 31, 2009 by asset calegory and by fair
value hierarchy are as follows:

(In mitlions) Level 1 Level 2 Level 3 Total

Common stocks $ 487 43.3 5§ - $ 550
Fixed income securities 34 50.4 - 815
International, real estate, & other 282 648 - 350
Guaranteed annuity confract - - 38 36
Tofal Plan Investments _ % 1060 $105.5 $ 386 $ 2154

A roll forward of the fair value of guaranteed annuity contract caleulated using Level 3 valuation assumptions follows:

(*n mitions) 2009

Fair value, beginning of year $ 35
Unrealized gains related to

investments still held at reporiing date 0.2

Purchases, sales and settlements, nei {0.1}
Fair value, end of year $ 36

Funded Stalus
The funded siafus of the plans as of December 31, 2009 and 2008 follows:

Pension Benefits Other Benefits
{in millions) 2008 2008 2008 2008
Qualified Plans
Benefit obligation, end of period $ (2568 § (246.0) $ (re6) &  (723)
Fair value of plan assets, end of period 2111 150.9 4.0 4.3
Funded Status of Qualified Plans, end of period (45.7} (95.1) (75.6) (68.0)
Benefit obligation of SERP Plan, end of period (14.7) (14.6) -
Total lunded status, end of period (604) $ (109.7) $ (7568) §$ (68.0)
Accrued liabifities 60 § 0.7 45 § 43
Other liabilities 544 § 1000 M1 $ 63.7
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Prior Service Cost, Actuarial Gains and Losses. and Transition Obligation Effecis

Following is a roll forward of prior service cost, actuarial gains and losses, and transition obligations.

{in mitlions) Pensions Other Benefits

Prior Prior

Service Net Gain or Service Net Gainor  Transition

Cost Loss Cost Loss Cbligation
Balance January 1, 2007 $ 129 $ B3 $ (5 $ (22 % 8.7
Amounts arising during the period - (21.9) - 12 -
Redlassification to benefit costs (1.7) (1.5 0.8 (0.1) (1.1)
Balance December 31, 2007 1.2 119 (4.7) (1.1 76
Amounts arising during the pericd D4 79.1 - 4.6 -
Redlassiffication to benefit costs (2.1) 0.1 1.0 - (1.4)
Balance December 31, 2008 $ 95 § 909 §$§ (37 § 5 § 8.2
Amounts arising during the period 04 {(20.2) 0.1 6.6 {on
Reclassification to benefit costs (1.7) (2.2) 0.8 (04) (1.1}
Balance December 31, 2009 $ 79 § 685 $ (28) $ 97 $ 5.0

Due to moving the measurement date from September 30 to December 31, the 2008 roll forwards of prior service cost, actuarial
gains and losses, and transition obligations include 15 months of activity.

Following is a reconciliation of the amounts in Accumulaled other comprehensive incorne (AOCI) and Regulaiory assefs related
1o refirement plan obligations at Dacember 31, 2002 and 2008:

fin miflions) 2009 2008 2007
Pensions OtherBenefits  Pensions Other Benefits Pensions  Other Benefits
Prior service cost $ 79 % (28 % 95 ¢ (379 $ H2 % {4.7)
Unamortized actuanial gainfloss) 685 9.7 90.9 35 g (1.1)
Transition obligation - 5.0 - 6.2 - 76
76.4 11.8 100.4 6.0 231 18

Less: Regulatory assef delerral (72.6) {(11.3) (95.4) (5.7) (21.9) (1.7
AOCI befare taxes $ 38 $ 06 §$§ 50 $ 03 $ 12 § 0.1

Related to pension plans, $1.6 million of prior service cost and $2.0 million of actuarial gainAoss is expecied to be amortized to
cost in 2010. Related to other benefits, $1.1 million of the transition obligation and $0.5 million of actuarial gainfioss is expected
to be amartized fo periodic cost in 2010, and $0.8 million of prior sarvice cost is expected to reduce cost in 2010,

Expecied Cash Flows

In 2010, the Company expects to make contributions of approximately $12 million fo its pension plan frusts. In addition, the
Company expects to make payments fotaling approximately $6 million direcfly fo SERP participants and approximalely $5
million directly to those participating in other postretirement plans.

Fstimated refirea pension benefit payments, including the SERP, projected to be required during the years following 2009 (in
millions) are approximalely $14 in 2010, $15in 2011 $16 in 2012, $16in 2013, $17 in 2014 and $105 in years 2015-2019.
Expected benefit payments projected to be required for postretirement benefits during the years following 2009 {in miflions) are
approximately $7 in 2010, $7 in 2011, $8 in 2012, $8 in 2013, and $9 in 2014 and $53 in years 2015-2018.
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~ Defined Contribution Fian
The Company also has defined contribution retirement savings plans that are qualified under sections 401(a) and 401(k) of the
Internal Revenue Code and include an option to invest in Vectren common stock, among other alternatives. During 2009, 2008
and 2007, the Company made contributions fo these plans of $4.6 million, $4.1 million, and $4.0 million, respectively.

Deferred Compensation Plans

The Company has nonqualified deferred compensalior: plans, which permit eligible execufives and non-employee direclors to
defer portions of their compensation and vested restricted stock. A record keeping account is established for each participant,
and the participant chooses from a variety of measurement funds for the deemed investment of their accounts. The
measurement funds are similar {o the funds in the Company’s defined contribution ptan and include an investment in phantom
stock units of the Company. The account balance fluctuates with the investment returns on those funds, At December 31, 2009
and 2008, the liahility associated with these plans folaled $22.8 million and $21.1 million, respectively. Other than $6.6 million
which is classified in Accrued liabilities at December 31, 2009, the liability is included in Deferred credits & other liabiliies. The
impact of these plans on Other operating expenses was expense of $0.8 million in 2009, income of $2.6 million in 2008 and
expense of $2.2 million in 2007.

The Company has certain investments cumently funded primarily through corporate-owned life: insurance policies. These
investments, which are consolidated, are available fo pay deferred compensation benefils. These investments are also subject
10 the claims of the Company's creditors. The cash surrender value of these policies included in Other corporate & utilty
investments on the Consolidated Balance Sheefs were $24.7 million and $19.8 million at December 31, 2008 and 2008,
respectively. Eamings from those invesiments, which are recorded in Ofher-nef, were eamings $4.1 million in 2009, a loss of
$2.8 million in 2008, and earnings of $0.6 million in 2007.

10. Borrowing Arrangemerts

Short-Temm Borrowings

At December 31, 2009, the Company had $775 million of short-term borrowing capacity, including $520 million for the Utility
Group operations and $255 million for the wholly owned Nonutility Group and corporate operations, of which approximaiely
$462 miklion was available for the Utility Group operations as reduced for approximately $41.7 milion in outstanding letters of
credit. Approximalely $48 million was available for wholly ewned Nonutility Group and corporale operations, as reduced for
approximately $9.7 milion in outstanding letlers of credit. Interest rates and outstanding balances associated with shork-term
borrowing arrangements follows:

Year Ended December 31,

{In millions) 2008 2008 2007
Weighted average commercial paper and bank loans

outstanding during the year $ 180.4 $ 388.0 $ 391.3
Weighied average interest rates during the yaar

Bank loans 0.79% A22% 561%

Commercial paper 1.29% 3.76% 5.54%

At December 31,

(In millions) 2009 2008
Bank loans $ 197.1 $ 428.0
Commescial paper 164 915

Total shart-term borrawings $ 213.5 3 519.5

Vectren Capital Short-Term Debi Issuance

On September 11, 2008, Veclren Capital entered into a 364-day $120 million credit agreement that was syndicaied with 7
banks, The agreement pravided for revolving loans and letiers of credit up to $120 million and was in addition fo Vectren
Capital's $255 million which expires in November 2010, This agreement expired in 2009, was no longer neaded, and was not
renewed.
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Long-Term Debl
Long-tenm senior unsecured obligations and first mortgage bonds outstanding by subsidiary follow:

At December 31,
{(fn miflions) X9 2008
Utility Holdings
Fixed Rate Seniar Unsecured Notes
2011, 6.625% 3 2000 % 2500
2013, 5.25% 100.0 100.0
2015, 5.45% 75.0 75.0
2018, 5.75% 100.0 100.0
2020, 6.28% 100.0 -
2035, 6.10% 75.0 75.0
20386, 5.95% g7.8 99,1
2039, 6.25% 122.5 124.3
Total Utility Holdings 920.3 8234
SIGECO
First Morigage Bonds
2015, 1985 Pollution Cantrol Series A, cument adjustable rafe 0.27%, tax exempt,

2009 weighted average: 0.37% 9.8 9.8
2016, 1986 Series, 8.875% 130 13.0
2020, 1998 Pdllution Cantrol Series B, 4.50%, tax exempt 48 4.5
2023, 1993 Environmental Improvement Series B, 5.15%, tax exempt 226 226
2024, 2000 Environmental Improvement Series A, 4.65%, tax exempt 225 225
2025, 1998 Pollution Contral Series A, cument adjustable rate 0.27%, tax exempt,

2009 weighted average: 0.44% 15 315
2029, 1992 Senior Notes, 5.72% 80.0 30,0
2030, 1998 Pollution Cantrol Series B, 5.00%, tax exempt 220 220
2030, 1998 Pollution Control Series C, 5.35%, tax exempt 222 222
2049, 2009 Envirenmental improvement Series, 5.40%, tax exempt 223 -
2041, 2007 Poliution Confrol Series, 5.45%, tax exempt 17.0 17,0
Total SIGECO 2675 245.2

Indiana Gas
Fixed Rate Senior Unsecured Notes
2013, Series E, 6.69% 50 5.0
2015, Series E, 7.15% 50 5.0
2015, Series E, 6.69% 50 5.0
2015, Series E, 6.68% 10.0 10,0
20125, Series E, 6.53% 100 10.0
2027, Series E, 6.42% 50 5.0
2027, Series E, 6.68% 1.0 1.0
2027, Series F, 6.34% 20.0 200
2028, Series F, 8.36% 16.0 10,0
2028, Series F, 6.55% 20.0 20.0
2029, Senies G, 7.08% 30.0 0.0
Total Indiana Gas 121.0 1210
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At December 31,
{'n millions) 2009 2008
Vectren Capital Corp.
Fixed Rate Senior Unsecured Notes

2010, 4.99% 250 250
2010,7.98% 225 225
2012, 5.13% 25.0 25.0
2012, 7.43% 350 35.0
2014, 6.37% 30.0 -
2015,5.31% 75.0 75.0
2016, 6.92% _ 60.0 -
2018, 7.30% 60.0 -
Total Vectren Capital Carp. 3325 182.5
Other Long-Term Noles Payable 1.2 0.7
Total long-term debt outstanding 1,642.5 1.372.8
Current malurities of kang-term debt {48.0) (0.4)
Debt subject to tender {51.3) (80.0)
Unamorlized debt premiurm & discount - net (2.79) {(3.2)
Treasury debt - (41.3)
“Total longterm debt-net § 15405 § 124719

Utitity Holefings 2009 Debt Issuance

On April 7, 2009, Ulility Holdings enlered info a privale placement Note Purchase Agreement pursuant o which institutional
investors purchased from Utility Heldings $100 milion in 6.28 perent senior unsecured notes due April 7, 2020 (2020 Notes).
The 2020 Notes are guaranteed by Ufility Holdings’ three utilities: SIGECO, Indiana Gas, and VEDO. These guarantees are
full and unconditional and joint and several. The proceeds from the sale of the 2020 Nofes, nel of issuance costs, totaled
approximately $99.5 million,

The 2020 Notes have no sinking fund requirements, and interest payments are due semi-annually. The 2020 Notes contain
customary representations, warranties and covenants, including a leverage covenant consistent with leverage covenants
contained in the Utility Holdings’ $515 million shori-term credit facility.

SIGECO 2009 Debt Issuance

On August 19, 2009 SIGECO also completed a $22.3 million tax-exempt first mortyage bond issuance at an interest rate of 5.4
percent that is fixed through maturity. The bonds mature in 2040, The proceeds from the sale of the bonds, net of issuance
costs, totaled approximately $21.3 million.

Veciren Capital Corp. 2009 Debt Issuance

On March 11, 2008, Vectren and Vectren Capital Corp., its wholly-owned subsidiary (Vectren Capital}, entered info a private
placement Note Purchase Agreement (the “200S Note Purchase Agreement’) pursuant to which various instifutional investors
purchased the following franches of noles from Vectren Capital: (i) $30 million in 6.37 percent senior notes, Series A due 2014,
(i) $60 million in 6.92 percent senior notes, Series B due 2016 and (iii) $60 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 inferest payments are due semi-annually. The proceeds fram the sale of the notes, net of
issuance costs, totaled approximately $149.0 million.

The 2009 Note Purchase Agreement contains customary representations, warranties and covenanis, including a leverage
covenant consistent with leverage covenants contained in the Vectren Capital $255 million short-term credit facility.

On March 11, 2003, Vectren and Vectren Capital also entered into a first amendment with respect to prior note purchase
agreements for the remaining outstanding Vecfren Capital debt, other than the $22.5 million series due in 2010, to conform the
covenants in cerlain respects fo those contained in the 2009 Nole Purchase Agreement.
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Long-Term Debt 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 put {o the Company upon the death of the holder (death puts), these put or call provisions are
not triggered by specific events, but are based upon dates stated in the note agreements. During 2008 and 2008, the Company
repaid approximately $3.0 million and $1.6 milkon, respectively, related to death puts. In 2007, no debt was put fo the
Company. Debtwhich may be put to the Company for reasons other than a death during the years following 2008 (in miflions)
is $10.0in 2010, $30.0 in 2011, zera in 2012 and thereafter. Debt that may be put to the Company within ane year or debt that
is supported by lines of credit that expire within one year are classified as Long-ferm debt subject fo fender in current liabilities.

Auction Rate Securifies .

On December 6, 2007, SIGECO closed on $17 million of auction rate tax-exempt kong-term debi. The debt had a life of 33
years, maturing on January 1, 2041, The initial interest rate was set at 4.50 percent but the rafe was to resel every 7 days
through an auction process thal began December 13, 2007. This new debt was collaleralized through the issuance of first
mortgage bonds and the payment of interest and principal was insured through Ambac Assurance Corporation (Ambac).

In February 2008, SIGECO provided nofice fo the current holders of approximately $103 million of tax-exempt auction rate
mode long-term debt, including the $17 million issued in December 2007, of its plans to convert that debt from its current
auction rate mode inlo a daily interest rate mode. In March 2008, the debt was tendered at 100 percent of the principal amount
plus accrued interest, During March 2008, SIGECO remarketed approximalety $61.8 million of these instruments at interest
rates that are fixed to maturity, receiving proceeds, net of issuance costs, of approximately $60.0 million. The terms are $22.6
million at 5.15 percent due 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 milllion of long-lerm debt held in treasury at December 31, 2008,
receiving proceeds, net of issuance costs of approximately $40.6 million. The remarketed notes have a variable rate interest
rate which is reset weekly and are supported by a slandby letter of credit backed by Utility Holdings™ $515 million shori-term
credit facility. The notes are collateralized by SIGECO's utility plant, and $9.8 million are due in 2015 and $31.5 million are due
in 2025. The initial interest rate paid to investors was 0.55 percent. The equivalent rate of the debt at inceptian, inclusive of
interest, weekly remarketing fees, and lefter of credit fees, approximated 1 percent. Because these nofes are supporled by
Utility Holdings® short term credit facility and that facility expires within one year, such debt is classified as Long-ferm debt
Subject to fender in current liabilties.

Future Long-Term Debt Sinking Fund Requirements and Malurities

The annual sinking fund requirement of SIGECQ's first mortgage bonds is 1 percent of the greatest amount of bonds
oufstanding under the Morigage Indenture. This requirement may be satisfied by certification to the Trustee of unfunded
property additions in the prescribed amount as provided in the Mortgage Indenture, SIGECQ infends to meet the 2010 sinking
fund requirement by this means and, accordingly, the sinking fund requirement for 2010 is excluded from Current liabilities in the
Consolidated Balance Sheets. At December 31, 2009, $1.2 hillion of SIGECO's utility plant remained unfunded under
SIGECO's Mortgage Inderlure. SIGECO’s gross utility plant balance subject to the Mortgage Indenture approximated $2.5
billicn at December 31, 2008.

Consolidated maturities of long-term debt during the five years following 2008 (in millions) are $48.0 in 2010, $250.0 in 2011,
$60.0 in 2012, $105.0in 2013, and $30.0in 2014.

Debt Guaraniees

Vectren Corporation guaraniees Veciren Capital's fong-term and shorf-term debt, which tofaled $332 million and $197 million,
respectively, at December 31, 2008. Utility Holdings' currently outstanding long-term and short-term dabt is jointly and severally
guaranteed by Indiana Gas, SIGECO, and VEDO. Ulility Holdings’ long-term and short-temm debt outstanding at December 31,
2009, fotaled $320 million and $16 million, respectively.

Covenanis

Both long-term and short-term borrowing arangements contain customary default pravisions; restrictions on liens, sale-
leaseback transactions, mergers or consclidations, and sales of assets; and resfrictions on leverage and interest coverage,
among other restrictions. As an example, the Vectren Capital's short-term debt agreement expiring in 2010 contains a covenant
that the ratio of consolidated total debt to consolidated fotal capitalization will not exceed 65 percent. As of December 31, 2009,
the Company was in compliance with alt financial covenants.
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11. Common Shareholders’ Equity

Common Stock Offering

In February 2007, the Company sold 4.6 million authorized but previously unissued shares of its common stock fo a group of
underwrilers in an SEC-registered primary offering at a price of $28.33 per share. The fransaction generated proceeds, net of
underwriting discounts and commissions, of approximately $125.7 million. The Company executed an equity forward sale
agreement (equity forward) in connection with the offering, and therefore, did nol receive proceeds at the time of the equity
offering. The equity forward aliowed the Company to price an offering under market conditions existing at that fime, and fo
better malch the receipt of the offering proceeds and the associated share dilition with the implementation of regulatory
inifiatives.

On June 27, 2008, the Company physically settled the equity forward by delivering the 4.6 million shares, receiving proceeds of
approximately $124.9 million. The slight difference betwsen the proceads generated by the public offering and those received
by the Company were due to adjustments defined in the equily forward agreement including: 1} daily increases in the forward
sale price based on a floating inferest factor equal to the federal funds rate, less a 35 basis point fixed spread, and 2) structured
quarterly decreases to the forward sale price that align with expected Company dividend payments.

Vectren transferred the proceeds fo Utility Holdings, and Utility Holdings used the proceeds to repay short-term debt obligations
incurred primarily to fund its capital expenditure program. The proceeds received were recorded as an increase to Cammon
Stock in Common Shareholders’ Equity and are presenied in the Statement of Cash Flows as a financing acfivity.

Authorized, Reserved Common and Preferred Shares

At December 31, 2009 and 2008, the Company was authorized 1o issue 480.0 million shares of common stock and 20.0 millian
shares of preferred stock. Of the authorized common shares, approximately 6.2 million shares at December 31, 2009 and 5.6
million shares at December 31, 2008, were reserved by the board of directors for issuance through the Company's share-based
compensation plans, benefil plans, and dividend reinvestment plan. At December 31, 2009, and 2008, there were 392.7 million
and 393.4 million, respectively, of authorized shares of common stock and all authorized shares of preferred stock, available for
a variely of general corporate purposes, including futire public offerings fo raise additional capital and for facilitating
acquisitions.

12. Accumulated Cther Comprehensive Income
A summary of the components of and changes in Accumulated other comprehensive income Tor the past three years follows:

2007 2008 2009
Beginning Changes End Changes End Changes End
of Year  During  of Year Durng  of Year During of Year

(In millions) Balance  Year  Balance Year Balance Year Balance
Unconsolidated affiliates § 102 § 10 § 242 § (502) $ (290) $ 18 $ 7
Pension & other benefit costs (2.5) 1.2 (1.3) (4.0 (5.3) 13¢ (44)
Cash flow hedges 0.7 (0.1) 0.8 (0.5) 0.1 - 0.1
Deferred income taxes (3.3) 4.7 (8.0) 219 139 (8.3) 45
Accumulated other comprehensive

income (loss) $§ 51 § 74 % 125 § (32B) § (203) § 135 $ (6.9)

Accumulated other comprehensive income atising from unconsolidaled affiliates is primarily the Company's pertion of ProLiance
Holdings, LLC's accumulated comprehensive income related to use of cash flow hedges. {See Note 5 for mora information on
ProLiance.) ‘
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13. Earnings Per Share

The FASB recently clarified that unvested share-based payment awards that contain rights to noniorfeitable dividends are
participating securities subject to the fwo class method. As a result of that clarification, the Company bagan using the two class
method o calculate EPS on January 1, 2009. The Company has recalcufated all prior periods using the two class method fo
conform fo the current year presentation with immaterial impacts. The two class method is an eamings aliocation formuta that
treats a parficipating security as having rights fo eamings that otherwise wouid have been available fo common shareholders.
Under the two-class method, eamings for a period are aflocated between common shareholders and parficipating security
holders based on their respective rights to receive dividends as if all undistributed book earnings for the period were distributed.
Basic eamings per share is computed by dividing net income attributable to only the commen shareholders by the weighted-
average number of common shares autstanding for the period. Diluted earnings per share includes the impact of stock options
and other equily based instruments to the extent the effect is dilufive. The following table Hustrates the basic and dilutive
eamings per share calculations for the three years ended December 31, 2008:

Year Ended December 31,

{In millions, except per share dala) 2008 2008 2007
Numerator:

Numerator for basic EPS $ 1329 $ 128.8 $ 142.8

Add back earnings atiributable o participating securities 0.2 0.2 0.4

Reported net income (Numerator for Diluted EPS) $ 133.1 $ 1200 $ 143.2
Denominator:

Weighted average common shares outstanding (Basic EPS) $ 80.7 $ 78.3 $ 75.9

Equity forward contracl - 01 0.1

Conversion of share based compensation arrangements 0.3 0.3 0.4

Adjusted weighted average shares outstanding and

assurped conversions outstanding (Diluted EPS) g 8.0 ) 78.7 % 764

Basic eamings per share $ 1.85 $ 1.65 $ 1.89
Diluted eamings per share $ 1.64 $ 163 $ 187

For the year ended December 31, 2009, options to purchase 837,100 of additional shares of the Company's common stock
were outstanding, but were not included in the computation of diluted EPS because their effect would be antidilutive. The
exercise prices for these options ranged from $23,19 to $27.15 for the year ended December 31, 2009, For the years ended
December 31, 2008 and 2007, afl options were dilutive.

14, Share-Based Compensation

The Company has various share-hasad compensation programs to encourage executives, key non-officer employees, and nan-
employee directors ta remain wilh the Company and {o more closely align their interests with those of the Company’s
shareholders. Under these programs, the Company issues stock options, non-vested shares (herein referred fo as restricled
stock}, and restricted stock units. All share-based compensation programs are shareholder approved. In addition, the
Company mainlains a defered compensation plan for execuiives and non-employee directors where participants have the
option o invest earned compensation and vested resfricled stock and restricted units in phanfom Company stock units. Certain
option and share awards provide for accelerated vesting if there is a change in contrel or upon the participant’s retirament.
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Fallowing is a reconciliation of the total cost associated with share-based awards recognized in the Company's financial
statemenis ta its after tax affect on net income:

Year ended December 31,
{in millions) 2009 2008 2007
Total cost of share-based compensation 5 46 3 37 % 25
Less capitalized cost 16 0.9 05
Total in ather operafing expense 30 28 20
Less income tax benefit in eamings 1.2 1.1 08
After tax effect of share-based compensation $ 18 § 17 8 i2

Resfricted Stock & Restricted Stock Unit Related Matters

The Company periodically grants restricted stock andfor restricted stock units to executives and other key non-officer
employees. The vesting of those granis is contingent upon meeting a total return and/or refurn on equity performance
objeciives. In addition non-employee directors receive a portion of their fees in restricted stock. Grants to executives and key
non-officer employees generally vest at the end of a four-year period, with performance measured at the end of the third year.
Based on that performance, awards could doubls or could be entirely forfeited. However, some awands are also time-vested
awards that vest ratably over a four year period. Awards fo non-employee directors are not performance based and generally
vest over one year, Because executives and non-employee directors have the choice of seitling awards in shares, cash, or
deferring their receipt into a deferred compensation plan (where the value is eventually withdrawn in cash), these awards are
accounted for as liability awards at their seftiement dale fair vakie. Certain share awards to key non-officer employees must be
setfled in shares and are therefore accounted for in equity at their grant date fair value.

A summary of the sfatus of the Company’s restricted stock and restricted unif awards saparated between those accountad for
as liabiliies and equity as of December 31, 2009, and changes during the year ended Dacember 31, 2000, follows:

Equity Awards
Wid. Avg.
GrantDate - Liability Awards
_ Shares Fair value Shares/Units Fair value

Restricled at January 1, 2009 3,23 $ 28.24 524,393
Granted 12370 § 2476 269,429
Vested (6,761) § 26.65 {129,937
Forfeited (2931) % 27.73 (57,532)
Restricted at December 31, 2009 338913 § 27.58 606353 § 24 68

As of December 31, 2008, there was $6.5 million of total unrecognized compensation cost related to resiricted stock awards.
That cost is expected to be recognized over a weighted-average period of 2.7 years. The total fair value of shares vested for
liability awards during the years ended December 31, 2009, 2008, and 2007, was $2.8 million, $0.4 million, and $1.9 miliion,
respectively. The fofal fair value of equity awards vesting during the year ended December 31, 2009 and 2007 was 50.1 million
and $0.1 million, respectively. No equity awards vesied in 2008.

On February 10, 2010, the Company issued 270,810 restricted units to executives and other key non-officer employees. These
awards were primarily in the form of restricted units, and contained primarily performance hased provisions. Some awards,
however, contain only fime based vesting provisions, Most awards can only be settled in cash. Dividends on performance
based awards are converted into equivalent restricted units based on the closing price of Vectren's stock on the payment date,
and therefore are subject to forfeiture. In addition, on February 10, 2010, participants forfeifed 24,333 shares related to awards
mezasured during the three year performance period ending December 31, 2009,

95

000000135




Stock Option Related Matters

In the past, option awards were granied to executives and other key employees with an exercise price equal to the market price
of the Company's stoek at the date of grant; those option awards generally required 3 years of continuous service and have 10-
year contractual terms. These awards generally vesied on a pro-rata basis over 3 years. The last option grant occurred in
2005, and the Company does not intend fo issue opticns in the fuiure.

The fair value of option awards granfed in prior years was estimated on the date of grant using a Black-Scholes option valuation
model. Expected volatilities were based on historical volatility of the Company’s stock and other factors. The Company used
hislorical data to estimate the expected term and forfeiture patterns of the options. The risk-free rate for periods within the
coniractual life of the option was based on the U.S. Treasury yield curve in effect at the time of grant.

A summary of the status of the Company’s stock option awards as of December 31, 2008, and changes during the year ended
December 31, 2009, follows:

Weighted average Aggregate
Remaining Intrinsic
Shares Exercise Cantractual Value

Price Term {years)  (In millions)
Outstanding af January 1, 2009 1335214  § 2395
Exercised (5652} § 20.26
Ouistanding at December 31, 2009 1,329562 § 2597 0 % 15
Exercisable at December 31, 2009 : 1,320562 § 2397 30 % 15

The toial intrinsic value of options exercised during the year ended December 31, 2008 and 2007 was $0.5 million, and $3.6
million, respectively. As af December 31, 2009, alt compensation cost has been recognized. The actual tax benefit realized for
tax deductions from option exercises was approximately $0.1 million in 2008 and $1.2 million in 2007.

The Company periodically issues new shares and also from time fo time repurchases shares fo satisfy share option exercises.
During the year ended Decamber 31, 2008 and 2007, the Company received cash upon exercise of stock options fotaling
approximately $1.9 million and $11.4 million, respectively. During those periods, the Company repurchased shares totaling
approximately $2.2 million in 2008 and $6.9 million in 2007. During the year ended December 31, 2009, stock option aclivity
was insignificant,

Deferred Compensafion Plan Matters

The Company has nonqualified deferred compensation plans that include an option to invest in Company phanfom stock, The
amount recorded in eamings related to the investment activities in Veectren phantom stock associated with these plans during
the years ended December 31, 2009, 2008, and 2007, was a benefit of $1.5 million, a cost of $0.6 million and a cost of $0.4
million, respectively.

15. Commitments & Centingencies

Commitments

Future minimum lease payments required under operating leases that have initial or remaining noncancelable lease terms in
excess of one year during the five years following 2008 and thereafter (in millions) are $4.5in 2010, $2.6 in 2011, $1.4 in 2012,
$0.8 in 2013, $0.7 in 2014, and $0.3 thereafier. Total lease expense (in millions) was $8.0 in 2009, $8.8 in 2008, and $8.7 in
2007.

Firm nonutility purchase commitments for commeodities by consolidated companies total {in millions) $4.9 in 2010, $3.8 in 2011,
$8.2in 2012, $8.4 in 2013, and $8.6 in 2014,

The Company's regulated ufiliies have both firm and non-firm commitments to purchase natural gas, electricity, and coal as well
as certain fransportation and slorage rights. Costs ansing from these commitments, while significant, are pass-through costs,
generally collected dollar-for-dollar from retail customers through regulator-approved cost recovery mechanisms,
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Corporate Guarantees
The Company issues corporale guarantees to certain vendors and customers of its wholly owned subsidiaries and

unconsolidated affiliates. These quarantees do nol represent incremental consolidated obligations; rather, they represent
parental guarantees of subsidiary and unconsolidaled affiiate obligations in order fo allow those subsidiaries and affiliates the
flexibility to conduct business without posting other forms of collateral. At December 31, 2009, corporate issued guarantees
support a partion of ESG's performance contracting commiimenits and warranty obligations described below. In addifion, the
Company has approximately $60 million of other guarantees outstanding supporting other consolidated subsidiary operations, of
which $46 million support non-regulated retait gas supply operations. Guarantees issued and outstanding on behalf of
unconsolidated affiliates approximated $3 million at December 31, 2009. These guarantees relate primarily to arrangements
between ProLiance and various natural gas pipeline operators. The Company has not been cailed upon to satisfy any
obligations pursuant fo these parental guarantees and has accrued no significant liabilities related fo these guarantees.

Performance Guarantees & Product Warranties

In the normal course of business, ESG and other wholly owned subsidiaries issue performance bands or other forms of
assurance that commit them to timely install infrastructure, operate facilifies, pay vendors or subcontractors, and/or support
warranty obligations. Based on a history of meeting performance obligations and installed products operating efiectively, no
significant liabifity or cost has been recognized for the periods presented.

Specific to ESG, in its role as a general cantractor in the performance contracting industry, af December 31, 2009, there are 64
open surety bonds supporting future performance, The average face amount of these obfigations is $3.6 million, and the largest
obligation has a face amount of $30.4 millién. These surety bonds are guaranteed by Vectren Corporation. The maximum
exposure of these obligations is less than these amounts for several factors, including the level of work already completed. At
December 31, 2008, over 50 percent of work was completed on projects with open surety bonds. A significant portion of these
commitmenis will be fulfilled within one year. In instances where ESG operates facilities, project guaraniees extend over a
langer period,

In addition fo its performance obligafions, ESG also warrants the functionality of certain installed infrastructure generally for one
year and the associated energy savings over a specified number of years. In certain instances, these warranty obligations are
also backed by Vectren Corporation.

Legal & Reguiatory Proceedings
The Company is parly fo various legal proceedings, audits, and reviews by taxing authorities and other government agencies

arising in the normat course of business. In the opinion of management, there are no legal proceedings or other regulatory
reviews or audits pending against the Company that are likely to have a material adverse effect on its financial position, results
of operations or cash flows.

16. Environmental Matters

Clean Air Act

The Clean Air Interstate Rule (CAIR) is an allowance cap and trade program requiring further reductions from coal-burning
power plants in NOx emissions beginning January 1, 2009 and 80» emissions beginning January 1, 2010, with a second phase
of reductions in 2015, On July 11, 2008, the US Court of Appeals for the District of Columbia vacated the federal CAIR
regulations. Various parties filed motions for reconsiderafion, and on December 23, 2008, the Court reinstated the CAIR
regulations and remanded the regulations back fo the USEPA for promulgation of revisions in accordance with the Court's July
11, 2008 Order. Thus, the original version of CAIR promulgated in March of 2005 remains effective while USEPA revises it per
the Court's guidance. if is possible that a revised CAIR will require further reductions in NOx and SOy, from SIGECO's
generating units. SIGECO is in compliance with the current CAIR Phase | annual NOx reduction requirements in effect on
January 1, 2009 and is positioned fo comply with S0: reductions effective January 1, 2010. Utilization of the Company's
inventory of NOx and S0y allowances may also be impacted if CAIR is further revised; however, most of these aliowances were
granted to the Company at zero cost, so a reduction in camrying value is not expecied.

Similarty, in March of 2005, USEPA promulgated the Clean Air Mercury Rule (CAMR). CAMR is an allowance cap and trade
program requiring further reductions in mercury emissions from coal-bumning power plants. The CAMR regulations were
vacated by the US Court of Appeals for the DC Circuit in July 2008. In response to the court decision, USEPA has announced
that it infends to publish proposed Maximum Achievable Control Technology standards for mercury in 2010. Itis uncertain what
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emission limit the USEPA is considering, and whether they will address hazardous pollutants in addition to mercury. 1t is also
possible that the vacatur of the CAMR regulations will lead to increased suppori for the passage of a multi-pollutant bill in
Congress.

To comply with Indiana's implementation plan of the Clean Air Act of 1920, the CAIR reguiations, and to comply with potential
future regulations of mercury and further NOx and SO; reductions, SIGECO has IURC authority to invest in clean coal
technelogy. Using this authorization, SIGECO has invesied approximalely $307 million in pallution control equipment, including
Selective Catalytic Reduction (SCR) systems and fabric fitlers. SCR fechnology is the most effective mathod of reducing NOx
emissions where high remeval efficiencies are required and fabric filters control particulate matter emissions. These
investmenls were included in rate base for purposes of determining new base rates that wenf into effect on August 15, 2007.
Prior fo being included in base rates, retum on investments made and recovery of related operating expenses were recovered
through a rider mechanism,

Further, the IURC granted SIGECO authority fo invest in an SO, scrubber at its generating facility that is jointly owned with
ALCOA (the Company's portion is 150 MW). The order allows SIGECO 1o recover an approximate 8 percent return on capital
investments through a rider mechanism which is periodically updated for actual costs incurred less post in-service depreciation
expense. The Company has invested approximately $100 million in this project, The scrubber was placed into service on
January 1, 2009. Recovery through a rider mechanism of associated operating expenses including depreciation expense
associated with the scrubber also began on January 1, 2008. With the S0, scrubber fully operational, SIGECQ is positioned for
compliance with the additional SO reductions required by Phase | CAIR commenging on January 1, 2010,

SIGECO's coal fired generating fleet is 100 percent scrubbed for SO and 90 percent controfled for NOx. SIGECO's
investments in scrubber, SCR and fabric flter iechnology allows for compliance with existing regulations and should position it
to comply with future reasonable pollution control legisiation, if and when, reductions in mercury and further reductions in NOx
and SO, are promulgated by USEPA.

Climate Change
The U.S. House of Representatives has passed a comprehensive energy bill that includes a carbon cap and frade program in

which there is a progressive cap on greenhouse gas emissions and an auctioning and subsequent trading of allowances among
those that emit greenhouse gases, a federal renewable portfolio standard, and utility energy efficiency targels. Current
proposed legistation also requires local natural gas distribution companies to hold allowances for the benefit of their customers.
As of the date of this filing, the Senate has not passed a bill, and the House hill is not law. The U.S. Senate is currently
debating a cap and trade proposal thatis similar in structure to the House bill.

In the absence of federal legislation, several regional initiatives throughout the United States are in the process of establishing
regional cap and trade programs. While no climate change legislation is pending in Indiana, the state is an observer fo the
Midwestern Regional Greenhouse Gas Reduction Accord, and in its completed 2009 session, the state's legislaiure debated,
but did not pass, a renewable energy portfolio standard.

In advance of a federal or slate renewable portfolio standard, SIGECO received regulatory approval to purchase a 3 MW landfill
gas generation facility from a related enfity. The facility was purchased in 2009 and is directly interconnected fo the Company’s
distribution system. In 2008, the Company also executed a long term purchase power commitment for 50 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 poliutant® under the Clean
Air Act and ordered the USEPA to determine whether greenhouse gas emissions from motor vehicles cause or confribute fo air
poliution that may reasonably be anticipaled to endanger public health or welfare. In April of 2008, the USEPA published its
praposed endangerment finding for public comment. The proposed endangerment finding concludes that carbon emissions
from mobile sources pose an endangemment fo public health and the environment, The endangerment finding was finalized in
December of 2009, and is the first step foward USEPA regulating carbon emissions through the existing Clean Air Act in the
absence of specific carbon legistation from Congress. Therefora, any new regulafions would likely also impact major stationary
sources of greenhouse gases. The USEPA has recently finalized @ mandatory greenhouse gas emissions registry which will
require reporting of emissions beginning in 2011 {for the emission year 2010). The USEPA has also recenfly proposed a
revision fo the PSD (Prevention of Significant Deterioration) and Tifle V permitting rules which wauld require facilities that emit
25,000 tons or more of greenhouse gases a year to oblain a PSD permit for new consiruction or a significant modification of an
existing facility, if these proposed rules were adopted, they would apply 1o SIGECO's generating facilities.
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Impact of Legisiative Actions & Cther Initiatives is Unknown

If legislation requiring reductions in CO; and other greenhouse gases or legislation mandating a renewable energy portfolio
standard is adopted, such regulation could substantially 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 legistation
would likely impact the Company's generation resource planning decisions, At this ime and in the absence of final legis/ation,
compliance costs and other effecis associated with reductions in greenhouse gas emissions or obtaining renewable energy
sources remain uncertain. The Company has gathered preliminary estimates of the costs to comply with a cap and frade
approach fo conlrolling greenhouse gas emissions. A preliminary investigation demonstrated costs to comply would be
significant, first with regard operating expenses for the purchase of allowances, and later for capital expenditures as technology
hesomes available to conirol greenhouse gas emissions. However, these compliance cost esfimates are based on highly
uncertain assumplions, including aflowance prices and energy efficiency targets. Costs to purchase allowances that cap
greenhause gas emissions should be considered a cast of providing electricity, and as such, the Campany believes recovery
should be timely reflected in rates charged to customers. Approximately 20 percent of electric volumes sold in 2008 were
defivered lo municipal and other wholesale customers. As such, reductions in these volumes in 2009 coupled with the flexibility
to further modify the level of these fransactions in future periods may help with compliance if emission targets are based on pre-
2008 levels,

Ash Ponds & Coal Ash Disposal Reguiations

The USEPA is considering additional regulatory measures affecting the management and disposal of coaf combustion products,
such as ash generaied by the Company’s coal-fired power plants. Additional laws and regulations under consideration more
siningently requlate these byproducts, including the potential for coal ash to be considered a hazardous waste in certain
circumstances. The USEPA has indicated that it intends o propose a rule during 2010. Al this time, the Company is unable to
predict the outcome any such revised regulaions might have on operating results, financial position, of liquidity.

Jacobsville Superfund Site

On July 22, 2004, the USEPA fisted the Jacobsville Neighborhood Soll Contamination site in Evansville, Indiana, on the National
Pricrities List under the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA). The USEPA has
identified four sources of historic lead confamination. These four sources shut down manutacturing operations years ago.

When drawing up the boundaries for the listing, the USEPA included a 250 acre block of properiies surrounding the Jacobsville
neighborhood, including Vectren's Wagner Operations Center, Vectren's property has not been named as a source of the lead
contamination. Vectren's own soil testing, completed during the construction of the Operations Center, did not indicate that the
Vecfren property contains lead contaminated soils above industrial cleanup levels. Al this time, it is anticipated that the LISEPA
may request only additional soil testing at some future date.

Environmental Remediation Efforts

In the past, Indiana Gas, SIGECQ, and others operated facilities for the manufacture of gas. Given the availabifity of hatural
gas transporled by pipelines, these facilities have nat been operated for many years. Under currently applicable envircnmental
laws and requiations, those that owned or operated these facilities may now be required to teke remedial action if cerlain
contaminants are found above the regulatory thresholds at these sites.

indiana Gas identified the existence, location, and certain general characteristics of 26 gas manufacturing and storage sites for
which it may have some remedial responsibility. Indiana Gas completed a remedial investigationffeasibility study (RUFS) al one
of the sites under an agreed order between Indiana Gas and the IDEM, and a Record of Decision was issued by the IDEM in
January 2000. Indiana Gas submitted the remainder of the sites to the IDEM's Voluntary Remediation Program (VRP) and is
currently conducting some [evel of remedial activities, including groundwater monitoring at ceriain sites, where deemed
appropriate, and will continue remedial activiies at the sites as appropriate and necessary.

Indiana Gas accrued the esfimated cosis for further investigation, remediation, groundwater monitoring, and related costs for
the sites. While the tolal costs that may be incurmed in connection with addrassing these sites cannot be determined at this
time, Indiana Gas has recorded cumulative costs that it reasonably expects to incur totaling approximately $23.2 milfion. The
esfimated accrued costs are limited t Indiana Gas’ share of the remediation efforfs. Indiana Gas has arrangements in place for
19 of the 26 sites with other potentially responsible parties (PRP), which limit Indiana Gas’ cosis at these 19 sites to befween 20
percent and 50 percent.
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With respect to insurance coverage, Indiana Gas has settied with all known insurance camiers under insurance policies in effect
when these plants were in operation in an aggregate amount approximating $20.8 million.

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. In 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 those four sites info the renewal of the giobal Voluntary Remediation Agreement that Indiana
Gas has in place with IDEM for its manufaciured gas plant sites. That renewal was approved by the IDEM in February 2004.
SIGECOQ is also named in a lawsuit filed in federal disfrict court in May 2007, invalving another wasie disposal sife subject to
potential environmental remediation efforls. With respect to that lawsuit, in an Oclober 2009 courl decision, SIGECO was found
to be a PRP at the site. However, the Caurl must still determine whether such costs should be allocated among a number of
PRPs, including the former owners of the site, SIGECO has filed a declaratory judgment action against its insurance cariers
seeking a judgment finding its carriers liable under the policies for coverage of further investigation and any necessary
remediation costs that SIGECO may accrue under the VRP program and/or relaled fo the site subject to the May 2007 lawsuit.

SIGECO has recorded cumulstive costs that it reasonably expects to incur related 1o these environmenial matlers totaling
approximalely $11.1 million. However, given the uncertainty surrounding the allecation of PRP responsibility associated with
the May 2007 lawsuit and other matiers, the total costs that may be incurred in connection with addressing all of these sites
cannot be determined at this time. With respect ta insurance coverage, SIGECQ has settied with certain of its known insurance
carriers under insurance policies in effect when these sites were in operation in an aggregate amount of $8.1 million;
negotiations are ongoing with others. SIGECO has undertaken significant remediation efforis at two MGP sites.

Environmental remediation costs related o Indiana Gas’ and SIGECO's manufaciured gas plants and other sites have had a
minar impact on results of operations or financial condition since cumulaive costs recorded fo date approximate PRP and
insurance setflement recoveries. Such cumulaive costs are estimated by management using assumplions based on actual
costs incurred, the timing of expected future payments, and inflation factors, among others. While the Company’s utilities have
recorded all costs which they presently expect to incur in connection with activities at these sites, it is possible that future events
may require some level of addilional remedial activities which are not presently foreseen and those costs may not be subject o
PRP or insurance recovery. As of December 31, 2009 and December 31, 2008, approximately $5.5 million of accrued, but nat
yet spent, remediation costs are included in Other Liabilifies related 1o both the Indiana Gas and SIGECQO sites.

17. Rate & Regulatory Mattars

Vectren South Eleciric Base Ratg Filings

On December 11, 2009, the Company filed a request with the IURC to adjust its elecfric base rates in its South service territory.
The requested increase in base rates addresses capital investments, a medified electric rate design that facilitates a parinership
between the Company and cusiomers to pursue energy efficiency and eonservation, and new energy efficiency programs o
complement those currently offered for natural gas customers. In total the request approximated $54 million. The request
addresses the roughly $325 million spent in infrastructure construction since its last base rate increase in August 2007 that was
needed fo continue to provide reliable service. Most of the remainder of the request is to account far the now lower overall
sales levels resulting from the recession. A portion of the request reflects a slight increase in annual operating and
mainfenance costs since the last rate case, nearly four years ago. The rate design proposed in the filing would break the link
between customers' consumption and the utility’s rate of return, thereby aligning the utility’s and customers’ interests in using
less energy. The request assumes an overall rate of refum of 7.62 percent on rate base of approximately $1,294 million and an
aflowed return on equity (ROE) of 10.7 percent. Based upon timelines prescribed by the IURC at the start of these proceedings,
a decigion is expecled to be issued at the end of 2010

VEDO Gas Base Rate Order Received

On January 7, 2009, the PUCO issued an order approving the stipulation reached in the VEDO rate case. The order provides
for a rate increase of nearly $14.8 million, an overall rate of return of 8.89 percent on rate base of about $235 million; an
opportunity to recaver costs of a program fo accelerate replacement of cast iron and bare steel pipes, as well as cerain service
risers; and hase rate recovery of an additional $2.9 million in conservation 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 movement toward a straight fixed variable rate design which places substantially all of the fixed cost recovery in the

160

000000140




customer service charge. A straight fixed variable design mitigates rost weather risk as well as the effects of declining usage,
simitar io the Company’s lost margin recovery mechanism, which expired when this new rate design went info effect on
February 22, 2009. In 2008, annual results include approximately $4.3 million of revenue from a lost margin recovery
mechanism that did not continue once this base rate increase went info effect. After year one, nearly 90 percent of the
combined residential and commercial base rate margins were recovered through the cusiomer service charge. The OCC has
filed a request for rehearing on the rate design finding by the PUCQ. The rehearing request mirrors similar requests filed by the
OCC in each case where the PUCQO has approved similar rate designs. The Ohio Supreme Court has yet to act on the OCC'’s
request in this instance, but in two similar cases, the Court denied such requests.

With this rate order the Campany has in place for its Ohio gas territory rates that allow for the phased implementation of a
sfraight fixed variable rate design that mitigates both weather risk and lost margin; tracking of uncallectible accounts and
percent of income payment plan (PIPP) expenses; base rate recovery of pipeline integrity management expense; timely
recovery of costs associated with the accelerated replacement of bare sleel and cast iron pipes, as weil as certain service
risers; and expanded conservation programs now totaling up 1o $5 million in annual expenditures. The straight fixed variable
rate design will be fully phased in by Febmary 2010.

VEDO Continues the Process to Exit the Merchant Function

On August 20, 2008, the PUCO approved an auction selecting qualified wholesals suppliers fo provide the gas commodity to
the Company for resale to its customers at aucion-determined standard pricing. This standard pricing is comprised of the
monthly NYMEX seftlement price plus a fixed adder. This auction, which is effective from October 1, 2008 through March 31,
2010, is the initial step in exiting the merchant function in the Company's Ohio service ferritory. The approach eliminaied the
need for monthly gas cost recovery (GCR) filings and prospective PUCO GCR audits. On October 1, 2008, VEDO's entire
natural gas inventory was fransferred, receiving proceeds of approximately $107 million.

The second phase of the exit process begins on April 1, 2010, during which the Company will no longer sell natural gas directly
to these customers. Rather, siate-certified Competitive Retail Natural Gas Suppliers, thal are successful bidders in a second
regulaiory-approved auction, will sell the gas commadity to specific customers for 12 months at auction-determined standard
pricing. That auction was conducted on January 12, 2010, and the auction results were approved by the PUCO on January 13.
The plan approved by the PUCO requires that the Company conduct at least two auctions during this phase. As such, the
Company will conduct another aucticn in advance of the second 12-month term, which wil commence on April 1, 2011.
Consistent with current practice, customers will continue to receive one bill for the delivery of natural gas service.

The PUCO has also provided for an Exit Transition Cost rider, which allows the Company to recover costs associated with the
transifion. As the cost of gas is currently passed through to cusiomers through a PUCO approved recovery mechanism, the
impact of exiting the merchant function should not have a matarial impact on Company eamings or financial condition.

Veciren North (Indiana Gas Company, Inc.) Gas Base Rate Order Received

On February 13, 2008, the Company received an order from the IURC which approved the setilement agreement reached in ils
Vectren North gas rate case. The order provided for a base rate increase of $16.3 million and a retusn on equity (ROE) of 10.2
percent, with an overall rate of return of 7.8 percent on rate base of approximately $793 million. The arder alsa pravides for the
recovery of $10.6 million of costs through separate cost recovery mechanisms rather than base rates.

Further, additional expenditures for a multi-year bare steel and cast iron capital replacement program will be afforded certain
accounting treafment that mitigates eamings aftrition from the investment between rate cases. The accounting freatment allows
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. To qualify for this treatment, the annual expenditures are fimited to $20 mitfion and the
{reatment cannof extend beyond four years on each project.

With this order, the Company has in place for ils North gas fermritory weather nommalization, a conservation and lost margin
recovery tariff, tracking of gas cost expense refated io a uncoflectible accounts expense level based on historical experience

and unaccounted for gas thraugh the existing gas cost adjustment mechanism, and tracking of pipeline integrity management
EXpense.
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Vectren South Gas Base Rate Order Received
On August 1, 2007, the Company received an order from the IURC which approved the settlement reached in Vectren South’s

gas rate case. The order provided for a base rate increase of $5.1 million and a ROE of 10.15 percent, with an overall rate of
return of 7.2 percent on rate base of approximately $122 million. The order also provided for the recovery of $2.6 million of
cosfs through separate cost recovery mechanisms rather than base rates.

Further, additional expendilures for a multi-year bare steel and cast iron capital replacemert program will be afforded certain
accounting treatment that mifigates eamings attrition from the investment befween rate cases. The accounting treaiment aliows
for the continuation of the accrual for AFUDC and the deferral of depreciation expense after the projects go in service bt before
they are included in base rates. To qualify for this treatment, the annual expenditures are limited to $3 million and the treatment
cannot extend beyond three years on each project.

With this order, the Company now has in place for its South gas ferritory weather normalization, a conservation and lost mamgin
recovery tariff, iracking of gas cost expense related Yo a uncoliectible accounts expense level based on historical experience
and unaccounted for gas through the existing gas cosl adjustment mechanism, and fracking of pipeline integrity management
expense.

Veclien South (SIGECO) Electric Base Rate Order Received

In August 2007, the Company received an order from the IURC which approved the settiement reached in Vectren South’s
electric rate case. The order provided for an approximate $60.8 million electric rate increase to cover the Company’s cost of
sysiem growth, maintenance, safety and reliability. The order provided for, amang ather things: recovery of ongoing costs and
deferred costs associated with the MISQ; operations and maintenance (C&M) expense increases refated io managing the aging
workforce, including the development of expanded apprenticeship programs and the creation of defined training programs to
ensure proper knowledge transfar, safely and system stability; increased O&M expense necessary to maintain and improve
sysfem refiability; benefit fo customers from the sale of wholesale power by Veciren sharing equally with cusfomers any profit
eamed above or below $10.5 milfion of wholesale power margin; recovery of and return on the investment in past demand side
management programs to help encourage conservation during peak load periods; timely recovery of the Company’s investment
in certain new eleciric fransmission projects ihat benefit the MISO infrastructure; an overall rate of retumn of 7.32 percent on raie
base of approximately $1,044 million and an allowed ROE of 10.4 percent.

MISO

Since 2002 and with the IURC's approval, the Company has been a member of the MISO, a FERC approved regional
fransmission organization. The MISO serves the electrical fransmission needs of much of the Midwest and maintains
operational control over the Company's electric fransmission facilities as well as that of other Midwest utilities. Since April 1,
2005, the Company has been an active parficipant in the MISO energy markets, bidding its owned generation info the Day
Ahead and Real Time markets and procuring power for its retail customers at Locational Marginal Pricing (LMP) as determined
by the MISO market.

MISO-related purchase and sale transactions are recorded using setilement information provided by MISO. These purchase
and sale fransactions are accounted for on a net hourly position. Net purchases in a single hour are recorded in Cost of fusl &
purchased power and nel sales in a single hour are recorded in Eleciric ulitity revenues. On occasion, prior period fransactions
are resetfied ouiside the routine process due to a change in MISO's tariff or a material inlerpretation thereof. Expenses
associated with resettlements are recorded once the resetilement is probable and the resettlement amount can be estimated.
Revenues associated with resettiements are recognized when the amound is determinable and colleciability is reasonably
assured.

Since the Company became an active MISO member, its generation optimization strategies primarily involve the sale of excess
gengration inio the MISO day ahead and real-time markets. The Company also has municipal customers served through the
MISC and for which the Company transmits power ta the MISO for delivery to those customers. Net revenues from wholesale
activities, inclusive of revenues associated with these municipal confracts, totaled $20.8 million in 2009, $57.6 million in 2008,
and $35.0 million in 2007 and are recorded in Electic ulifity revenues. The base rale case effective August 17, 2007, requires
that wholesale margin (net revenues less the cost of fuel and purchased power) inclusive of this MISO wholesale activity earned
above or below $10.5 million be shared equally with retail customers as measured on a fiscal year ending in August.

Recently, MISO market prices have fallen and the Campany has more frequently been a net purchaser. In addition, the
Company alsa receives power through the MISO assaciated with its wind and other power purchase agreements. Including
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these power purchase agreements, the Company purchased energy from the MISO fotaling $34.2 million in 2008, $16.6 million
in 2008, and $18.2 million in 2007, To the exteni these power purchases are used for retail load, they are included in FAC
filingss.

The Company also receives fransmission revenue that results fram other members’ use of the Company's transmission system.
These revenues are also included in Elecinic ulilify revenues. Generally, these fransmission revenues along with costs charged
by the MISO are considered components of base rates and any variance from that included in base rates is recovered from/
refunded to retail customers through tracking mechanisms.

As aresult of MISO's operational conftrol over much of the Midwestern electric transmission grid, including SIGECO's
transmission facilities, SIGECO's continued ability fo import power, when necessary, and export power fo the wholesale market
has been, and may continue fo be, impacted. Given the nature of MISC's palicies regarding use of transmission facilities, as
well as ongoing FERC initiatives, and a Day 3 ancillary services market (ASM), where MISO began providing a bid-based
regulation and contingency operating reserve markets on January 6, 2009, it is difficult fo predict near term operational impacts.
The IURC has approved the Company's participation in the ASM and has granted authority to recover costs associated with
ASM. To date impacts from the ASM have been minor.

The need to expend capital for improvements to the regional transmission system, both lo SIGECO's facilities as well as to
those facilities of adjacent utilifies, over the next several years is expected to be significani. Beginning in June 2008, the
Company began imely recovering its investment in cerlain new electric transmission projects that benefit the MISO
infrastructure at a FERC approved rate of retumn. Such revenues recorded in Electric utilify revenues associated with projects
meeting the criteria of MISO's transmission expansion plans fotaled $9.1 million in 2009 and $4.8 million in 2008.

18. Fair Value Measurements

The camying values and estimated fair values of the Company's ather financial instruments follow:

At December 31,
2009 2008
Camying Carying
{In millions} Amouni Est. Fair Value Amount Est. Fair Value
Long-term debt $ 1ed25 § 17204 $ 13728 $ 12510
Short-term bomowings & notes payable 2135 2135 519.5 5195
Cash & cash equivalents 11.9 11.9 93.2 83.2

For the balance sheet dates presented in these financial statements, other than $75 million investad in money market funds and
included in Cash and cash equivalents as of December 31, 2008, the Company had no material assets or liabilities recorded at
fair value outstanding, and no material assets or liabilities valued using Level 3inpuis. The money market investments were
valued using Level 1 inpuls. '

Certain methods and assumptions must be used fo estimate the fair value of financial instruments, The fair value of the
Company's long-term debt was estimated based on the quoted market prices for the same or similar issues or o the current
rales offered to the Company for instruments with similar characteristics. Because of the maturity dates and variable interest
rates of short-ferm borrowings and cash & cash equivalents, those camying amounts approximate fair value. Because of the
inherent difficulty of estimating interest rate and other market risks, the methods used fo estimate fair value may not always be
indicative of actual realizable value, and different methadalogies could produce different fair value estimales at the reporting
date.

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

Because of the customized nature of notes receivable investments and lack of a readily available market, it is not practical to
estimate the fair value of these financial instrumenis at specific dafes without considerabie effort and cost. At December 31,
2009 and 2008, the fair value for these financial instruments was nol estimated. The camying value of notes receivable,
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inclusive of any accrued interest and net of impairment reserves, was approximately $16.7 million at both December 31, 2009
and 2008.

19. Segment Reporting
The Company segregales its operations info three groups: 1) Utility Graup, 2) Nonutility Group, and 3) Corporate and Other.

The Utifity Group is comprised of Vectren Utility Holdings, Inc.’s operations, which consist of the Company’s regulated
operations and other gperations tha provide information technology and other support services to those regulated operations,
The Company segregates its regulated operations into a Gas Utility Services operating segment and an Electric Ulilily Services
operating segment. The Gas Utility Services segment provides natural gas distribution and transportation services {o nearly
two-thirds of Indiana and o west central Ohio. The Electric Utility Services segment provides electric distribution services
primarily fo southwestern Indiana, and includes the Company's power generating and wholesale power operations. The
Company manages its regulated operations as separated between Energy Delivery, which includes the gas and eleciric
transmission and distribution functions, and Power Supply, which includes the power generating and wholesale power
operations. In total, regulated operations supply natural gas and Jor electrieity to over one million customers.

The Nonutility Group is comprised of one operafing segment that includes various subsidiaries and affiliates investing in energy
marketing and services, coal mining, and energy infrastructure services, among other energy-related opportunities.

Corporate and Other includes unallocated corporate expenses such as advertising and charitable contributions, among other
aclivities, that benefit the Company’s other operating segments. Net income is the measure of profitability used by
management for all operations.

Information ralated to the Company’s business segments is summarized below:

Year Ended December 31,
{In miflions) 2008 1/ 2008 2007
Revenues
Utility Group
Gas Utility Services $ 10660 $ 14327 § 12604
Electric Utility Services 528.6 524.2 487.9
Other Operations 42.8 36.8 404
Eliminations (41.2) (35.0) (38.7)
Total Utility Group 1,59.2 105887 1,7580
Nonutility Group 673.9 6o4.7 5434
Eliminations (181.2) {138.7) {120.5)
__Consolidated Revenues § 20889 § 24847 § 22419
Profitability Measures - Net Income
Gas Utikty Senvices $ 502 § 53 § 4.7
Electric Utility Services 48.3 50.7 528
Other Operations 89 7.1 12.2
Utility Group Net Income 1074 111 106.5
Nonutility Group Net Income 58 188 37.0
Corporate & Other Net Loss {0.1) (1.0} (0.4)
Consolidated Net income $ 133.1 $ 1260 3 1431

1/ Net income during the year ended Dacember 31, 2009 includes the impact of a charge discussed in Note 5 in the
Company's Consolidated Financial Statements totaling $11.9 million after tax related fo ProLiance's investment in Liberty Gas
Storage. Excluding this charge, there was Nonutility Group Net income of $37.7 million and Consolidated Net Income of $145.0
million.
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Year Ended December 31,

(In miflions) 2009 2008 2007
Amounts Included in Profitability Measures
Depreciation & Amortization
Utility Group
Gas Ufility Services $ 769 % 741 $ 706
Electric Utility Services 715 68.5 66.0
Other Operations 26.5 29 21.8
Total Utility Group 180.9 165.5 158.4
Nonutility Group 3t.0 %8 264
Consolidated Depreciation & Amortization $ 218§ 1923 % 184.8
““Inferest Expense '
Utility Group
Gas Ultility Services $ 88 § 420 % 39.8
Electric Utility Services 348 320 2986
Other Operations b6 50 1.2
Total Utility Group 79.2 79.9 80.6
Nonutility Group 20.9 173 719
Corporate & Other 0.1) 0.6 (1.5)
____ Consolidated Interest Expense $ 1000 § 978 §$ 1010
Income Taxes
Utility Group
Gas Utility Services $ 313 § k5 % 332
Electric Utility Services 274 320 38.0
Other Operations 0.5 0.1 (4.5)
Total Utiiity Group 50.2 67.6 B6.7
Nonutility Group 58 95 10.5
Corporate & Other (1.0) {(1.0) (1.2)
Consolidated Income Taxes $ 641 3 %4 3 76.0
Capﬂ?@mndﬁuras s
Utility Group
Gas Utility Services $ 1211 % 104 $ 1289
Electric Utility Services : 1541 1720 1347
Other Operations 16.7 2.6 364
Non-cash cosis & changes in accruals 10.8 (8.3) {0.2)
Total Uity Group 302.7 3037 795.8
Nonutility Group 129.3 87.3 34.7
Consolidated Capital Expenditures $§ 4320 § 3¥M0 0§ 3345
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At December 31,

(in millions) 2009 2008
Assets
Utility Group
Gas Utility Services $ 21024 § 22047
Electric Utility Services 1,592.4 1,462.1
Other Operations, net of eiiminations 128.3 1713
Tofal Ufility Group 3,823.1 3,338.1
Nonutility Group 836.0 760.1
Comorale & Qther 715.9 7375
Eliminations {(703.2) {722.8)
Consolidated Assets § 46718 § 46329

20. Synfuel-Related Activity

Tax laws authorizing synfuel credits expired an December 31, 2007. Prior io that date, the Company had active synthetic fuel
investments, including an investment in Pace Carbon Synfuels, LP. The Company accounts for its 8.3 percent ownership
inferest in Pace Carban using the equify method. Activity since December 31, 2007 has been insignificant and is generally
focused on winding down parinership operafions,

Generally, the statute of limifafions for the IRS to audit a tax retum is three years from filing. Therefore tax credits utilized in
2006 — 2007 are still subject to IRS examination. However, avenues remain where the IRS could challenge fax credits for the
years prior to 2006. As a partner of Pace Carbon, Veclran reflecled cumulative synfuel tax credits of appraximately $101 million
in its consolidated results, of which approximately $22 million were generated in 2006 and 2007. Veciren has utilized all of the
credits generated.

Synifuel tax credits were only available when the price of oil was less than a base price specified by the IRC, as adjusted for
inflation. Because of high ofl prices in 2007, only $6.0 miltion of the approximate $23.1 million in tax credits generated were
reflected as a reduction to the Company’s income tax expense. The Company executed several financial contracts o hedge oil
price risk. Income statement activity associated with these contracts was a gain of $13.4 million in 2007. This activity
reflected in Other-net along with the effects of impairing the Pace Carbon investment in 2006 in advance of equity method
losses experienced in 2007. Synfuel-related results, inclusive of equity method losses in Pace Carbon, related tax benefits and
tax credits, and other related activity, were sarnings of $6.8 million in 2007.

The following is summarized financial information as to the assets, liabilities, and results of operafions of Pace Carbon. Forthe
year ended December 31, 2007, revenues, operating loss, and net loss were (in millions) $471.1, ($158.8), and ($240.2),
respectively.

21. Additional Balance Sheet & Operational Information

Prepayments & other current assefs in the Consoiidated Balance Sheels consist of the following:

At December 31,
(in millions} 2009 2008
Prepaid gas delivery senvice $ 38.7 3 75.0
Deferred income taxes 217 8.2
Prepaid taxes 206 14.1
Other prepayments & current assefs 14.1 273
Total prepayments & other current assets $ 95.1 $ 1248
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Other utitity & comporate Investments in the Consolidaled Balance Sheetfs consist of the following:

At December 31,

{In millions) 2008 2008
Cash sumender value of life insurance policies $ 24.7 S 19.8
Municipal bond 43 45
Restricted cash 28 - -
Other invesimenls : 14 14

Other utility & corporate investments $ 33.2 $ 5.7
Accrued liabifities in the Consolidated Balance Sheefs consist of the fallowing:

At December 31,

{in miflions) 2009 2008
Refunds to customers & customer deposits $ 51.0 s 455
Acciued taxes 327 4683
Accrued interest 237 18.2
Asset retirement obligation 3.0 7.2
Accrued refirement & deferred compensation benefits 19.6 50
Accrued salaries & other 44.7 518

Total accrued liabilities $ 17&7_ ] 175.0
Other — net in the Consolidated Statements of Income consists of the following:

Year Ended December 31,

{In millions) ‘ 2009 2008 2007
AFUDC ~ borrowed funds $ 13 $ 22 $ 35
AFUDC ~ equity funds 07 0.3 0.5
Nonufility plant capitalized inlerest 6.0 37 23
Interest income, net 14 23 29
Synfuel-related activity - - 234
Commercial real estate impairment charge - (5.2) -
Cash sumender value of life insurance policies 41 (2.8) 08
All other income 0.2 16 35

Total other — net $ 13.7 $ 21 $ 36.7
Supplemental Cash Flow Information:

Year Ended December 31,
{In millions) 2008 2008 007
Cash paid for:
Interest 855 826 873
Income taxes {12.2) (3.5) 437

As of December 31, 2009 and 2008, the Company has accruals relafed fo ufility and nonutility plant purchases totaling
approximately $12.4 million and $35.5 million, respectively.
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22. Impact of Recently lssued Accounting Guidance

Variable Interest Entities

In June 2009, the FASB issued new accounting guidance regarding variable interest entities (VIE's). This new guidance is
effective for annual reporting periods beginning after November 15, 2009. This guidance requires a qualitative analysis of which
holder of a variable inferest 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 adoped this guidance on January 1,
2010. The Company does not expect the adoption will have a material impact on the consclidated financial statements.

Fair Value Measurements & Disclosures

In January 2010, the FASE issued new accounting guidance on improving disclosures about fair market value, This guidance
amends prior disclosure requirements involving fair value measurements 1o add new requirements for disclosures about
fransfers into and out of Levels 1 and 2 and separale disclosures about purchases, sales, issuances, and setflements relating io
Level 3 measurements. The guidance also clarifies existing fair value disclosures in regard fo the level of disaggregation and
about inputs and valuation techniques used to measure fair value. The guidance also amends prior disclosure requiremants
regarding postretirement benefit pian assets to require thal disclosures be provided by classes of assets instead of major
categories of assets. This guidance is effective for the first reporting period beginning after December 15, 2009. The Company
will adopt this guidance in its first quarter 2010 reporfing. The Company does not expect the adoption will have a material
impact on the consolidated financial statements.

23. Quarterly Financial Data (Unaudited)

Information in any one quarterly period is not indicative of annual results due to the seasonal variations common to the
Company's utility operations, Summarized quarterly financial data for 2009 and 2008 follows:

{In millions, except per share amounts) Q1 Q21/ Q3 o4
2009
Operating revenues § 7982 § 355 0§ M96 0§ 5686
Operating income 121.8 324 40.5 85.4
Net income 728 (8.7) 124 586
Eamings per share:
Basic $ 090 § (008} $ 015 ¢ 0.68
Diluted 0.90 (0.08) 0.15 0.67
2008
Operating revenues $ 9021 § 4639 §$& 4114 § 7073
Operating income 108.8 330 43.2 784
Net income 4.0 47 232 371
Eamings per share;
Basic $ 084 $ 006 $ 029 § 046
Diluted 0.84 0.06 0.29 046

1/ The second quarter of 2009 excludes the impact of a charge discussed in Note 5 in the Company’s Consalidated Financial
Statements totaling $11.9 million after tax, or $0.15 per share, related to Proliance’s investment in Liberty Gas Storage.
Including this charge, there was consolidated net income of $5.2 million, ar $0.07 per share in the second quarter of 2009.
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ITEM 9. CHANGE IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOLINTING AND FINANCIAL DISCLOSURE
Nore.

ITEM SA. CONTROLS AND PROCEDURES

Changes in internal Controls over Financial Reporting

During the quarter ended December 31, 2009, there have been no changes fo the Company's intemal controls over financial
reporting that have materially affected, or are reasenably likely fo materially affect, the Company's internal control over financial

reporting.

Conclusion Regarding the Effectiveness of Disclosure Controls and Procedures

As of December 31, 2009, the Company conducted an evaluafion 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 cancluded
that the Company's disclosLire controls and procedures are effective as of December 31, 2009, to ensure thal information
required to be disclosed in reports filed or submitted under the Exchange Act is;

1) recorded, processed, summarized and reported within the time periods specified in the SEC's nules and forms, and

2) accumulated and communicated o management, including the Chief Executive Officer and Chief Financial Officer, as

appropriate to allow timely decisions regarding required disclosure.

Management's Report on Intemal Control over Financial Reporting

Vecfren Corporation's management is responsible for establishing and maintaining adequate internal control over financial
raporting. Under the supervision and with the participation of management, including the Chief Executive Officer and Chief
Financial Officer, the Company conducted an evaluation of the effectiveness of ifs inlernal control over financial reporting based
on the framework in infernal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission. Based on that evaluaiion under the framework in Infernal Control — Infegrafed Framework, the
Company concluded that ifs internal control over financial reporting was effective as of December 31, 2009,

The effectiveness of internal contro! over financial reporting as of December 31, 2009, has been audited by Deloitte & Touche
LLP, an independent registered public accounting firm, as stated in their report which is included in em 8 of this annual report.

ITEM 9B. OTHER INFORMATION

None.
PARTHI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required by Part H, ltem 10 of this Form 10-K is incorporated by reference herein, and made part of this Form
10-K, from the Company's Proxy Statement for iis 2010 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
execuiive officers ara the same as those named executive officers detailed in the Proxy Statement.

Management Succession

Niel C. Ellerbrook, chairman and CEQ of the Company, will retire May 31, 2010, as the Company's CEQ, after a decade of
service in the posifion. Ellerbrook will serve in the role of non-execufive chairman for the Company.

Ellerbrook joined Indiana Gas Company, Inc., in 1980 where he assumed increasing responsibiliies culminating in 1999 with his
election as president and CEO of Indiana Energy, Inc., the holding company of Indiana Gas and a predecessor of Veciren. The

Vectren board of directors elected Elletbrook as chairman and chief executive officer effective upon its formation in March 2000.
Elerbrook was instrumental in merging two energy hokling companies together to creats Vectren while concurrantly purchasing
the natural gas distribution assets of Daylon Power and Light. These transactions have produced one of Indiana’s largest
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publicly traded corporations. Veciren provides products and services in nearly half of the United Siales, including 1.1 million
utility customers in Indiana and Chio.

As part of the Company's succession planning process, fhe board of direclors chose Carl L. Chapman, Veclren's president and
chief operating officer, to replace Ellerbrook as the next CEO. Chapman was elected to the board of directors in May 2009 and
has servad as an officer of the company for more than 20 years.

Chapman joined Indiana Gas Company, inc., in 1985 after eight years of service with Arthur Andersen & Co. Chapman has
held various executive management roles including executive vice president and COO of Vectren, president of Vectren
Enterprises, Vectren's holding company for ifs nonregulated subsidiaries and affiliates, and execufive vice president and chief
finangial officer of Indiana Energy, Inc. He was also instrumental in forming FProLiance Energy, the company's largest nonutility
afiiliate, where he served as the first president.

Carporate Code of Conduct

The Company's Corperate Governance Guidelines, its charters for each of its Audit, Compensation and Benefifs and
Norinating and Corporate Govemance Committees, and its Corporate Code of Conduct that covers the Company's direcfars,
officers and employees are available in the Corporate Govemance section of the Company’s website, www.vectren.com. The
Corporate Code of Conduct (tiled “Corp Code of Conduct”) contains specific codes of ethics pertaining to the CEQ and senior
financial officers and the Board of Directars in Exhibits D and E, respectively. A copy will be matied upon request fo investor
Relations, Aftention: Steve Schein, Cne Veciren Square, Evansville, Indiana 47708. The Company intends to disclose any
amendments to the Corporate Code of Conduct or waivers of the Corporate Code of Conduct an behalf of the Company's
directors or officers including, but not limited to, the principal executive officer, principal financial officer, principal accounting
officer and persons performing similar funclions on the Cempany’s website at the intemet address set forth above promptly
following the date of such amendment or waiver and such information will alsa be available by mail upon request to the address
listed above.

ITEM 11. EXECUTIVE COMPENSATION

Information required by Part lil, tem 11 of this Form 10-K is incorporated by reference herein, and made part of this Form 10-K,
from the Company's Proxy Statement for its 2010 Annual Meeting of Stockhoiders, which will be filed with the Securities and
Exchange Commission pursuant to Requlation 14A, within 120 days after the end of the fiscal year.

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

Except with respect to equity compensation plan information of the Registrant, which is included herein, the information required
by Part Ill, ltem 12 of this Form 10-K is incorporated by reference herein, and made part of this Form 10-K, from the Company's
Proxy Statement for its 2010 Annual Meefing 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.
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Shares lssuable under Share-Based Compensation Plans

As of December 31, 2009, the following shares were authorized 1o be issued under share-based compensation plans:

A 8 c
Number of securiies remaining
Number of secriies o Welghled average avaflable for fulire issuance
be issued upon exercise exercise price af under equity compensation
of outstanding opliens,  ouislanding opiions, plans {excluding securities
Plan category warrants and righis warrants and righis reflected in column (a)
Equify compensation plans sppraved by
security holders 1329562 g 2397 2,286,193 ¥
Equily compensation plans not approved
by security holders - - -
Total 1,329,562 $ 2397 2,286,193

M Includes the following Vectren Corporation Plans: Vectren Corporation At-Risk Compensation Plan.

@  Future issuances of shares awards can only be made under the Vectren Corporation At-Risk Plan. Shares available for issuance under
the At-Risk Plan have been reduced by the issuance of 270,810 restricted units appraved by the boand of directors' Compensation
Committee on February 10, 2010. In addifion, an February 10, 2010, participanis forfeited 24,333 shares related to awsrds messured
during the three year performance period ending December 31, 2009, and shares avaifable for future issue have been increased by that
amount. The issuance and forfeiture of the shares on February 10, 2010 are included in the above table.

The At-Risk Compensation plan was approved by Vectren Corporation common shareholders after the merger forming Vectren
and was reapproved at the 2006 annual meeting of shareholders.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEFPENDENCE

Information required by Part i, tem 13 of this Form 10-K is incorporated by reference herein, and made part of this Form 10-K,
from the Company’s Proxy Statement for its 2010 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,

[TEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information required by Pari lIl, llem 14 of this Form 10-K is incorporated by reference herein, and made part of this Form 10-K,
from the Company's Proxy Statement for its 2010 Annual Meeting of Stockhalders, which will be filed with the Securities and
Exchange Commission pursuant fo Regulation 14A, within 120 days afler the end of the fiscal year,
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

List of Documents Filed as Part of This Report

Consolidated Financial Statements

The consolidated financial statements and related noles, fogether with the report of Deloitte & Touche LLP, appear in Part |l
“ltem 8 Financial Statements and Supplementary Data” of this Form 10-K. The financial statements of Proliance Holdings, LLC
are aftached as Exhibit 99.1 fo this Form 10-K.

Supplemental Schedules

For the years ended December 31, 2009, 2008, and 2007, the Company’s Schedule il - Valuation and Qualifying Accounts
Consolidaled Financial Statement Schedules is presented herein. The report of Deloitte & Touche LLP on the schedule may be
found in lfem 8. All other schedules are omitled as the required information is inapplicable or the information is presented in the
Consolidated Financial Statements or related notes in ftem 8,

SCHEDULE A
Vectren Corporation and Subsidiaries
VALUATION AND QUALIFYING ACCOUNTS AND RESERVES
Column A Column B Coluran C Colurmn D Column E
Additions
Balance at Charged Charged Deductions Balance at
Beginning to ta Other from End of
Description of Year Expenses  Accounts  Reserves, Net Year

{fn millions)

VALUATION AND QUALIFYING ACCOUNTS:
Year 2009 - Accumulated provision for

uncollectible accounts $ 56 $ 11 § - $ 155 § 52
Year 2008 - Accumulated provision for

uncollectible accounts $ 37 % 169 §$ 03 § 153 § 56
Year 2007 — Accumulated pravision for

uncoliectible accounts $ 33 % 166 § - $ 162 § 37
Year 2008 - Reserve for impaired

notes receivable 3 8.3 £ 29 $ - $ - L 9.2
Year 2008 — Reserve for impaired

notes receivable $ 17 $§ 46 § - $ - $ 63
Year 2007 — Reserve for impaired

notes receivable $ 16 ¢ 03 § - 5 02 % 17
OTHER RESERVES:
Year 2009 — Restructuring costs $ 08 $ - $ - $ 01 § 05
Year 2008 — Restructuring costs 3 06 £ - 5 - $ - $ 06
Year 2007 - Restructuring costs $ 1.7 $ - $ - $ 1.1 $ 0.6
List of Exhibits

The Company has incorparated by reference herein certain exhibits as specified below pursuani to Rule 12b-32 under the
Exchange Act. Exhibits for the Company attached to this filing filed electronically with the SEC are listed below. Exhibits for the
Company are listed in the Index fo Exhibits.
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Vectren Corparation
Form 10-K
Aftached Exhibits
The following Exhibils are included in this Annuat Report an Form 10-K.

Exhibit
Number Document

31.1 Chief Executive Officer Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
M2 Chief Financiel Officer Cesfification Pursuant fo Section 302 of the Sarbanes-Oxley Act of 2002,

2 Certification Pursuant fo Section 906 of the Sarbanes-Oxley Act of 2002,

The following Exhibits, as well as the Exhibits listed above, were filed electronically with the SEC with this filing.

Exhibit

Number Document

4.1 SIGECO Morigage Indenture Amendment

10.1 Coal Supply Agreement Amendment

211 List of Company's Significant Subsidiaries

231 Consent of Independent Regislered Public Accounting Firm

23.2 Cansent of Independent Auditors

93,1 ProLiance Hoklings, LLC Consalidated Financial Statements

INDEX TO EXHIBITS

3, Aricles of Incorporation and Bytaws

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

32  Code of By-Laws of Vectran Carporalion as Mast Recently Amended and Restated as of June 24, 2009, (Filed and designated in
Current Repait on Form 8K filed June 26, 2009, File No. 1-15467, as Exhibit 3.1.)

4. Instruments Defining the Rights of Security Holders, Including Indentures

41 Mortgage and Deed of Trust dated as of April 1, 1932 between Southem Indiana Gas and Elactric Company and Bankers Tiust
Campany, as Trustes, and Supplemental Indentures thereto dated August 31, 1936, Oclober 1, 1937, March 22, 1939, July 1, 1943,
June 1, 1943, October 1, 1949, January t, 1951, April 1, 1954, March 1, 1957, October 1, 1965, September 1, 1966, August 1,
1968, May 1, 1970, August 1, 1971, April 1, 1972, October 1, 1373, April 1, 1875, January 15, 1977, April 1, 1978, June 4, 1981,
January 20, 1983, November 1, 1083, March 1, 1984, June 1, 1984, November 1, 1984, July 1, 1985, November 1, 1985, June 1,
1986. {Filed and designated in Regictration No. 2-2536 as Exhibits B-1 and B-2; in Post-effective Amendment No. 1 to Registration
No. 2-62032 as Exhibit (5Y(4)(ii), in Registration No. 2-88923 as Exhibit 4(h)(2}, in Form 8-K, File No. 1-3553, dated June 1, 1984 as
Exhibit (£), 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 Exhibit (4).)
July 1, 1985 and November 1, 1985 (Filed and designated in Form 10-K, for the fiscal year 1985, File No. 1-3553, as Exhibit 4-A.)
November 15, 1986 and January 15, 1987. {Filed and designated in Form 10-K, for the Riscal year 1986, File No. 1-3553, as Exhibit
4-A)) December 15, 1987. {Filed and designaled in Form 10-K, for the fiscal year 1387, File No. 1-3553, as Exhibit 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.) Apnil 1, 1993.
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42

43

44

4.5

48

{Filed and designated in Form 8-K, dated April 13, 1993, File No. 1-3563, as Exhibit 4.) June 1, 1993 (Filed and designated in Fom
8K, dated June 14, 1993, File No. 1-3553, as Exhibit 4.) May 1, 1993. (Filed and designated in Form 10K, for the fiscal year
1993, File No. 1-3553, as Exhibit 4(a).) July 1, 1993. (Filed and designated in Form 19-Q, dated August 186, 1999, File No. 1-3553,
as Exhibit 4(a).) March 1, 2000. (Filed and designated in Form 10-K for the year ended December 31, 2001, File No., 1-15467, as
Exhibit 4,1.) August 1, 2004, (Filed and designated in Form 10K for the year ended December 31, 2004, File No. 1-15467, as
Exhibit 4.1.) October 1, 2004. (Fled and designated in Form 10-K for the year ended December 31, 2004, File No. 1-15467, as
Exhibit 4.2) April 1, 2005 {Fited and designated in Form 10K for the year ended December 31, 2007, File No 1-15467, as Exhibit
4.1) March 1, 2005 (Filed and designated in Form 10-K for the year ended December 31, 2007, File No 1-15467, as Exhibit 4.2)
December 1, 2007 (Filed and designated in Farm 10-K for the year ended December 31, 2007, File No 1-15467, as Exhibit 4.3]
August 1, 2008 (Filed herewith, as Exhibit £,1)

indenture dated February 1, 1991, between Indiana Gas and U).S. Bank Trust Nationat Association (formerly know as First Trust
National Assnciation, which was formerly know as Bank of America Hlinois, which was formerly know as Confinental Bank, National
Association. Inc.'s. (Filed and designated in Cumant Report en Form 8-K fled February 15, 1991, Fila No. 1-6434.); First
Supplemental Indenture thereto dated as of February 15, 1981, (Filed and designated in Cumrent Report on Form B-K filed February
15, 1891, File No. 1-6494, as Exhibit 4(b}.); Second Supplemental Indenture thereto dated as of September 15, 1991, (Filed and
designated in Cument Report on Form 3-K filed September 25, 1891, File No. 1-6494, as Exhibit 4(b}.); Third supplemental
Indenture thereto dated as of September 15, 1991 (Filed and designated in Current Report on Form 8-K filed September 25, 1991,
File No. 1-6484, as Exhibit 4(c).}; Fourth Supplemental Indenture thereto dated as of December 2, 1992, {Filed and designated in
Current Report an Form 8K fled December 8, 1992, File No, 1-6494, as Exhibit 4(b).); Fifth Supplemental Indenture thereto dated
as of December 28, 2000, (Filed and designated in Current Report on Form 8-K filed Decembear 27, 2000, File No. 1-8484, as
Exhibit 4.)

Indenture dated October 19, 2001, amang Vectren Utility Holdings, Inc., Indiana Gas Company, Ing., Southem Indiana Gas and
Electic Company, Vectren Energy Delivery of Ohio, Inc., and U.S. Bank Trust National Association. (Filed and designated in Form
8K, dated Oclober 12, 2001, File No. 1-16739, as Exhibit 4.1); First Supplemental Indenture, dated October 19, 2001, between
Veciren Utility Holdings, Inc., Indiana Gas Company, Inc., Southem Indiana Gas and Blectric Company, Vectren Energy Delivery of
Ohio, Inc., and U.S. Bank Trust Natienal Association. (Filed and designated in Form 8-K, dated October 19, 2001, File No. 1-
16739, as Exhibit 4.2); Second Supplemental Indenture, among Vectren Utility Holdings, Inc., Indiana Gas Company, Inc., Scuthem
Indiana Gas and Electric Company, Vectren Energy Delivery of Ohio, Inc., and U.S. Bank Trust National Association. (Filed and
designated in Form 8-K, dated Navember 29, 2001, File No. 1-16738, as Exhibit 4.1); Third Supplemental Indenture, among
Vectren Utility Holdings, inc., Indiana Gas Company, Inc., Southem Indiana Gas and Electric Company, Veciren Energy Dalivery of
Ohio, Inc., and U.S. Bank Trust National Associalion. (Filed and designated in Form B-K, dated July 24, 2003, File No. 1-16739, as
Exhibit 4.1); Fourth Supplemental Indenture, among Vedren Uity Holdings, Inc., Indiana Gas Company, Inc., Southem Indiana
Gas and Electric Company, Vectren Energy Delivery of Ohio, Inc., and U.S, Bank Trust Nationd Association. (Filed and designated
in Form 8-K, dated November 18, 2005, File No. 1-16739, as Exhibit 4.1). Formn of Fifth Supplemental indenture, among Vectren
Utility Holdings, Inc., Indiana Gas Company, Inc., Southem Indiana Gas & Eleciric Company, Vectren Energy Delivery of Ohio, Inc.,
and LL.S. Bank Trust National Assodation. (Filed and designated in Form 8-K, dated October 16, 2006, File Mo. 1-16739, as Exhibit
4.1). Sixth Supplemental Indenture, dated March 0, 2008, ameng Vectren Utility Holdings, Inc., Indiana Gas Company, Inc.,
Southem Indiana Gas and Electric Company, Vectren Energy Delivery of Ohio, Inc., and U.S. Bank National Association (Filed and
designated in Form &-K, dated March 16, 2008, File No. 1-16739, as Exhibit 4.1)

Note purchase agreement, dated Oclober 11, 2005, between Vectren Capital Corp. and each of the purchasers named
therein. (Filed designated in Form 10-K for the year ended December 31, 2005, File No. 1-15467, as Exhibit 4.4.) First
Amendment, dated March 11, 2009, to Note Purchase Agreement daled Oclober 11, 2005, among Veciren Corporatian,
Vectren Capital, Corp. and each of the holders named herein. (Filed and designated in Form 8-K dated March 16, 2003
File No. 1-15467, as Exhibit 4.6)

Note Purchase Agreement, dated March 11, 2008, amang Vectren Corparation, Vectren Capital, Corp. and each of the
purchasers named therein. (Filed and designated in Form 8-K dated March 16, 2009 File No. 1-15467, as Exhibit 4.5}

Note Purchase Agreement, dated April 7, 2008, among Vectren ttility Holdings, Inc., Indiana Gas Company, Inc.,
Southern Indiana Gas and Electric Company and Vectren Energy Delivery of Ohio, Inc. and the purchasers named
therein. (Filed and designated in Form 8-K dated April 7, 2009 File No. 1-15467, as Exhibit 4.5)
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10. Material Contracts

10.1

10.2
10.3
10.4
10.5

10.6

10.7

10.8

10.9

10.10
10.11
10.12
10.13
10.14
10.15
10.16

10.17
10.18

10.19

10.20

10.21

10.22

10.23

10.24

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

Southem Intkana Gas and Electric Company 1994 Stock Option Plan (Filed and designated in Southem Indiana Gas and Electric
Company's Proxy Statemend dated February 22, 1994, File No. 1-3553, as Exhibt A.)

Vectren Corporation At Risk Compensation Plan effective May 1, 2001, (as amended and restated s of May 1, 2006). (Filed and
designated in Veciren Corporation’s Proxy Statement dated March 15, 2006, File No. 1-15467, as Appendix H.)

Vectren Corporation Non-Qualified Deferrad Compensation Plan, as amended and restated effective January 1, 2001. (Filed and
designated in Form 10-K, for the year ended December 31, 2001, File No. 1-15467, ag Exhibit 10.32.)

Vectren Corporation Nenqualified Defarred Compensation Plan, effective January 1, 2005. {Filed and designated in Form 8-K
dated September 29, 2008, File No. 1-15467, as Exhibit 10.3.)

Vectren Carporation Unfunded Supplemental Retirement Plan for a Select Group of Management Emplayees (As Amended and
Restated Effective January 1, 2005).{Filed and designated in Form 8-K dated December 17, 2008, File No. 1-15467, as Exhibit
10.1.)

Veclren Corporation Nonqualified Defined Benefk Restoration Plan (As Amended and Restated Effective January 1, 2005). (Filed
and designated in Form 8-K dated December 17, 2003, File No. 1-15467, as Exhibit 10.2.)

Vectren Corporation Change in Control Agreement between Vectren Corporation and Niel C. Blierbrook dated as of March 1, 2005.
(Filed and designated in Form 8-K dated March 1, 2005, Filz No. 1-15467, as Exhibit 99.1.). Amendment Number One 1o the
Vectren Corporation Change in Controf Agreement, effective as of March 1, 2005 between Vectren Corporation and Niel C.
Ellerbrook (Filed and designated in Form 8-K dated September 29, 2008, File No. 1-15467, as Exhibit 10.1.)

Vactren Corporation At Risk Compensation Plan specimen restricted stock grant agreement for officers, effective January 1, 2006.
(Filed and designated in Form B-K, dated February 27, 2006, File No. 1-15467, as Exhibit 93.1,)

Vectren Corporation At Risk Campensation Plan specimen unit award agreement for officers, effective January 1, 2010. (Filed and
designated in Form 8-K, dated January 7, 2010, File No. 1-15467, as Exhibit 10.1.)

Vectren Corporation At Risk Compensation Plan specimen unit award agreement for officers, effective January 1, 2009, (Filed and
designated in Form 8K, dated February 17, 2009, File No. 1-15467, as Exhibit 10.1.)

Vectren Corporation At Risk Campensation Plan specimen restricted stock grant agreement for officers, efective January 1, 2008,
{Filed and designated in Form 8-K, dated December 28, 2007, File No. 1-15467, as Exhibit 99.1.)

Vectren Corporation At Risk Compensation Plan specimen restricted stock units agreement for officers, effactive January 1, 2008.
{Filed and designated in Form 8-K, dated December 28, 2007, File No. 1-15467, as Exhibit 99.2.)

Vectren Corporation At Risk Compensation Plan specimen Stock Option Grant Agreement for officers, effective January 1, 2005,
(Filed and designated in Form 8-K, dated January 1, 2005, File No. 1-15467, as Exhibit $9.2.)

Vedtren Corperation At Risk Compensation Plan stock unit award agreement for non-employee directors, effective May 1, 2008
(Filed and designation in Form 8-K, dated February 20, 2009, Fie No. 1-15467, as Exhibit 10.1)

Vectren Corporation specimen employment agreement dated February 1, 2005. (Filed and designated in Form 8-K, dated February
1, 2005, File No. 1-15467, as Exhibit 99.1.) Amendment Number One to the Specimen Vectren Gorporation Employment
Agreement between Vectren Corporation and Executive Officers (Filed and designated in Form 8-K dated Seplember 29, 2008, File
No. 1-15487, as Exhibit 10.2.) The specimen agreements and related amendments differ ameng namad execufive officers only to
the extent severance and change in controi benefits are provided in the amount of three times base salery and bonus for Messrs.
Benkert, Chapman, and Christian and two fimes for Mr. Doty.

Coal Supply Agreement for Wanicl 4 Generating Station between Southem Indiana Gas and Electric Company and Veciren Fuels,
Inc., effective January 1, 2008, (Fited and designated in Form 8K dated January 5, 2009, File No. 1-15467, as Exhibit 10.1.)

Coal Supply Agreement for F.B. Culley Generating Stafion between Southem Indiana Gas and Blechric Company and Vectren
Fuels, Inc., effective January 1, 2008. (Filed and designated in Farm 8-K dated January 5, 2008, File No. 1-15467, as Exhibit 10.2.)
Coal Supply Agreement for A.B. Brown Generafing Station for 410,000 tons between Southem Indiana Gas and Electric Company
and Vectren Fuels, Inc., effective January 1, 2008, {Filed and desighated in Form 8K dated January 5, 2008, File No. 1-15467, as
Exhibit 10.3.)

Coal Supply Agreement for A.B. Brown Generating Station for 1 million fons between Southem Indiana Gas and Electric Company
and Vectren Fuels, Inc., effeciive January 1, 2009. (Filed and designated in Form 8-K dated January 5, 2009, File No. 1-15457, as
Exhibit 10.4.)

Amendment lo F.B. Culley and A.B. Brown Coal Supply Agreements daled December 21, 2009. (Filed herewith as exhibit 10.1)
Gas Sales and Portiolio Administration Agreement between Indiana Gas Company, Inc. and ProLiance Energy, LLC, effective
August 30, 2003. (Fited and designated in Form 10-K, for the year ended December 31, 2003, File No. 1-15467, as Exhibit 10.15.)
Gas Sales and Portfolio Administration Agreement between Southem Indiana Gas and Electric Company and ProLiance Energy,
LLC, effective September 1, 2002, (Filed and designated in Form 10K, for the year ended Decamber 31, 2003, File No. 1-15457,
as Exhibit 10.16.)

Formation Agreement ameng Indiana Energy, Inc., Indiana Gas Company, Inc., IGC Energy, inc., Indiana Energy Services, Inc.,
Citizens Energy Group, Citizens Energy Services Corporation and ProLiance Energy, LLC, effective March 15, 1986. (Filed and
designated in Form 10-Q for the quartery period ended March 31, 1996, File No. 1-8081, as Exhibit 10-C.)
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10.25 Revolving Credit Agreement (5 year faciity), dated November 10, 2005, among Veciren Ulility Holdings, Inc., and each of the
purchasers named therein. (Filed and designated in Form 10-Q, for the period ended September 30, 2009, File No. 1-15467, as

Exhibit 10.24.)
10.26 Revolving Cradit Agreement (5 year facility), dated November 10, 2005, among Vectren Capital Corp., 2nd each of the purchasers
named therein. (Filed and designated in Form 10-Q, for the period ended September 30, 2009, File No. 1-15467, as Exhibit 10.25.)
10.27  Niel C. Ellerbrook Retirement Agresment, dated February 3, 2010. (Filed and designated in Form 8-K dated February 4, 2010

Fite No. 1-15467, as Exhibit 99.2)

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

23. Consents of Experts and Counsel
The consents of Deloiite & Touche LLP are aitached hereto as Exhibits 23.1 and 23.2. (Filed herewith.)

31, Cerfification Pursuant To Section 302 of the Sarhanes-Oxley Act of 2002
Chief Executive Officer Certification Pursuant to Section 302 of the Sarbanes-Oxley Act Of 2002 is attached hereto as Exhibit 31.1 (Filed

herewith.}

Chief Financial Officer Certification Pursuant to Secfion 302 of the Sarbanes-Oxley Act Of 2002 is attached hereto as Exhibit 31.2 (Filed
herewith, }

32, Certification Pursuant to Section 906 of the Sarbanes-Oxdey Act of 2002
Cerification Pursuzni To Section 906 of the Sarbanes-Oxley Act Of 2002 is atached hereto as Exhibit 32 (Filed hergwith.)

99.1 ProLiance Holdings, LLC Consolidated Financial Statements for the Fiscal Years Ended September 30, 2009, 2008, and 2007,
(Filed herewith.)
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SIGNATURES

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

Dated Febrzary 26, 2010

VECTREN CORPORATICN

Is/ Nigl C. Ellerbrook

Niel C. Ellerhrook,

Chairman, Chief Execuiive Officer, and Diregtor

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

Signature

fef Niel C. Elierbrook

Nied C. Ellerbrook

fs! Jerome A. Benkert, Jr.

Jerome A. Benkert, Jr.

/s! M. Susan Hardwick

M. Susan Hardwick

Is/ Carl L. Chapman

CarlL, Chapman

fs/ John M. Dunn

John M. Dunn

fs/ John D. Engelbrecht

John D, Engelbrecht

fs! Anton H. George

Anton H. George

{sf Martin C. Jischke

Martin C. Jischke

/s/Robert L. Kach |l

Robert L. Koch Il

Title

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

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

Vica President, Controller and Assistant Treasurer
(Principal Accounting Officer)

Director

Director

Director

Director

Director

Director

17

Date

February 26, 2010

February 26, 2010

February 26, 2010

February 26, 2010

February 26, 2010

February 26, 2010

February 26, 2010

February 26, 2010

February 28, 2010
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/5! Witliam G Mays

William G, Mays

fs! J. Timothy McGinley

J. Timathy McGinley

/8! Richard P. Rechter

Richard P. Rechfer

5/ R. Daniel Sadlier

R. Danie! Sadlier

faf Michael L Smith

Michael L Smith

fs/ Jean L. Wojlowicz

Jean L. Wojtowicz

Director

Director

Director

Director

Director

Director
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Exhibit 31.1

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

CHIEF EXECUTIVE OFFICER CERTIFICATION
|, Niel C. Ellerbrook, certify that:

1. | have reviewed this Annual Report on Form 10-K of Vectren Corporation;

2. Based on my knowledge, this repori does not contain any untue statement of a maieriz] fact or omit fo stale a material fact
necessary to make the statements made, in light of the circumstances under which such staiements were made, not misleading
wiih respect to the peripd covered by this report;

3. Based on my knowledge, the financial stztements, and cther financial information included in this report, fairly present in all
matenial respects the financial condition, resulls of operations and cash flows of the registrant 2s of, and for, the periods presented
in this report;

4. The registrent’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures
(a8 defined in Exchange Act Rules 13a-15(g) and 15d-15{(e}} and intema! control over financial reporting {as defined in Exchange
Act Rules 13a-15{f) and 15d-15{f}} for the registrant and have:

(@) Designed such disdosure confrols and pracadures, or caused such disclosure confrols and procedures o be designed under
our supervision, to ensure that material infarmation relating fo the registrant, incdluding its consolidated subsidiaries, is made
known to us by ethers within those entities, particularly during the period in which this report is being prepared;

(b} Designed such intemal control aver financial reporting, or caused such intemal control over financial reporting to be designed
under cur supatvision, fo provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financid statements for extemal purpeses in accordance with generally accepted accounting principles;

{c) Evaluated the effectiveness of the regisirant's disdlesure controfs and procedures and presented in this report our conclusions
about the effectivencss of the distiosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

() Disclosed in this report any change in the registrant's intemal control over financial reporting that occurmed during the
registrant's most recent fiscal quarter {the registrant's fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably lkely to materially affect, the registrant’s intemal confrol over financial reporting; and

5. The registrant’s other certifying officer and [ have disclosed, based on our maost recent evaluation of infemal controf over financial
reporting, fo the registrant's auditcrs and the audit committee of the registrant's board of directors {or persons performing the
equivalent functions):

(a) All significant deficiendies and material weaknesses in the design or operation of intemnak control over financial reporting which
are reasonably likely to adversely affect the registrant's abllity to record, process, summarize and report financial information;
and

(b) Any fraud, whether or not material, that involves management or other employses who have a significant role in the
registrant’s intemal control over financia reporting.

Date: Febary 26, 2010
isf Niel C, Ellerbrook

Niel C. Bllerbrook
Chalrman and Chief Executive Officer
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Exhibit 31.2

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

CHIEF FINANCIAL OFFICER CERTIFICATION

|, Jerome A, Benkert, Jr., cerlify that:

1. Fhave reviewed this Annual Report an Form 10-K of Vectren Camporation;

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

3. Based on my knowledge, the financial stalements, and other financial information inciuded in this report, fairly presentiin all
matenal respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

4. The registrant's other certifying officer and | are responsible for establishing and maintaining disdlosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢)) an intemal controf over financia reporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15{f)) for the registrant and have:

(@ Designed such disclosure controls and pmcedures, or caused such disclosure contrels and procedures to be designed under
olr supervision, to ensure that matenial information relating to the registrant, induding its consofidated subsidiaries, is made
known to us by others within those entities, particutarly during the period in which this report is being prepared;

(b} Designed such intemal confro! over financial reporting, or cattsed such intemal control over financial reporfing te be designed
under our supesvision, to provide reasenable assurance regarding the reliability of financial reporting and the preparation of
financial statements for extemal purposes in accordance with generally aceepted accounting principles;

(¢} Evaluated the eflectivenass of the regisirant's disclosure contrals and procedures and presented in this report our conclusions
about the effectiveness of the disdosure controls and procedures, as of the end of the perind covered by this repoit based on
such evaluation; and

(d) Disclosed in this report any change in the registrant's internal control aver financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarier in the case of an annual report) that has materially
affected, oris reasonably likely to materially affect, the registrant's infemal control over financid reporfing; and

5. The registrant's other certifying officer and | have disdosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant's board of directors {or persons performing the
equivalent fundtions):

(2} All significart deficiencies and material weaknesses in the design or operation of intemal control over financial reporting which
are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information;
and

(b) Any fraud, whether or not maleria, that involves management or other employees who have a significant role in the
regisirant's internal control over financial reporting,

Date: February 26, 2010
fsf Jerome A. Benkest, Jr.

Jerome A. Benkert, Jr.
Executive Vice President and Chief Financial Officer
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Exhibit 32

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

CERTIFICATION
By signing below, each of the undersigned officers hereby certifies pursuant fo 18 U.S.C. § 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that, fo his knowledge, (i) this Annual Report on Form 10-K fully complies with
the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and (ii) the information contained in this
report fairly presents, in all material respects, the financial condition and results of operations of Vectren Corporation.

Signed this 26th day of February, 2010.

Is/ Jerome A. Benkert, Jr. fs/ Niel C. Ellerbrook
(Signalure of Authorized Officer) {Signature of Authorized Officer)
Jerome A, Benker, Jr. Niel C. Ellerbrook
(Typed Name) {Typed Name)
Executive Vice President and Chief Financial Officer Chairman and Chief Executive Officer
(Title) (Titie)
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5-Year Financial Review

In miions, except per sharg amoun's 2009 2008 2007 2006 2005
Key Financial Data
Operating revenues 20889 $ 24847 § 22819 $ 20416 $ 20280
Operating income 280.1 263.4 2605 2205 213.1
Income befora income laxes 1971.2 205.1 219.1 138.2 181.0
Met income 1331 § 128.0 § 1431 % 1088 § 136.8
Common Stock Data
Average shares pufstanding - basic 80.7 783 759 75.7 75.6
Earnings per share - basic 165 § 165 % 189 $ 14 3% 1.81
Dividends per share 1.345 § 1310 % 1270 $ 1.230 § 1.180
Dividend payout ratio 82% 79% 67% 85% 66%
Book value per share 1723 § 16.69 § 16.17 3 1543 3 15.04
Market price (year-end, closing) 2468 § 2501 § 2001 $ 2828 % 27.16
Retumn on average shareholders' equity 9.7% 10.0% 11.9% 2.4% 12.2%
Balance Sheet Data
Capitalizafion
Common shareholders’ equity 13972 § 11,3616 § 11,2337 $ 11742 § 11433
Long-term debt 1,639.8 1,328.3 1,245.7 1,252.2 1,262.1
Total 30370 § 26799 $ 24794 § 24264 § 23954
Capitaizalion ratios
Common shareholders’ equity 46.0% 504% 49.8% 48.4% 47.7%
Long-term debt 54.0% 496% 50.2% 51.6% 52.3%
Capital expenditures
Utility 3027 § 3037 § 2098 § 2466 § 2145
Nonutility 1293 873 M7 48 171
Total 4320 $ 3910 % 3345 § 214 % 2316
Total assets 46718 § 46329 $ 42964 § 40915 §  3,868.1
Uility Operating Statistics
Gas distribution
Operating revenues 10660 § 14327 $ 12694 § 12325 § 1,35897
Margin 4479 § 4496 % 4222 § 3910 % 3864
Average customers (in thousands) 981 987 987 931 975
Elechic
Operaling revenues 5286 % 5242 § 4879 § 4222 % 4214
Margin 3343 % M3 5 331§ 27107 § X3
Average customers (in thousands) "M 141 141 140 139
Weather as a percent of normal
Heating degree days {Ohic) 103% 102% 94% 89% 100%
Cooling degree days (Indiana) 90% 100% 133% 95% 109%
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COMPARISON OF 5-YEAR WEIGHTED CUMULATIVE TOTAL RETURN®
AMONG VECTREN CORPORATION, THE S&P 500 INDEX AND THE VECTREN PEER GROUP

$180
$160
$140
$120
$100
$80
$60
$40
$20
$0 - - —— .
Dec-04 Dec-05 Dec-06 Dec-07 Dec-08 Dec-09
-l Veciren —a— S&P 500 —e— Peer Group excluding VVC
*$100 invested on 12/31/04 in stock or index, including reinvestment of dividends.
126104 126005 120906 12307 123108 12308
Vectren 100.00 105.87 115.36 12373 112.01 117.09
5&P 500 100.00 104.91 121.48 128.16 80.74 102.11

Peer Group excluding VVC 100.00 109.58 133.96 13743 11347 132.11
Peer Group including VWC 100.00 109.46 133.37 136.98 113.38 131.60

The companies selected to be in the Peer Group are the result of pre-established objective crileria and were reviewed and
approved by the Compensation and Benefits Commitiee on February 10, 2010. Companies that qualify for inclusion in the
Peer Group include US domiciled companies that meet certain criteria involving primary business as defined by SIC, utitity
assefs, nonuiifity activities and market capitalization. The specific criteria are provided in Vectren's 2010 Proxy statement
in the Compensation Discussion and Analysis section under the caption *Long-term Incentive Compensation.”

The following 29 companies comprise the Peer Group: AGL Resources, ALLETE, Alliant Energy, Atmos Energy, Avista,
Black Hills, CenterPoint Energy, CH Energy Group, CMS Energy, Empire District Electric, Integrys Energy, Laclede Group,
New Jersey Resources, Nicor, NiSource, Northeast Utilities, Northwest Natural Gas, NorthWestem, NSTAR, NV Energy,
Pepco Holdings, Piedmont Natural Gas, SCANA, South Jersey Industries, Southwest Gas, TECO Energy, UniSource
Energy, WGL Holdings and Wisconsin Energy.

At its February 2010 meeting, the Compensation and Benefits Committee concluded that it was more appropriate to
compare Vectren's performance to a peer group independent of Vectren. In this transition year, the Peer Group total refum
is presented both inciuding and excluding Yectren in the table only. Since the variance between the two is nominal, adding
a second line to the graph would render one line indistinguishable from the other; therefore, only the Peer Group total
retum excluding Vectren is presented on the graph.

Notes:
1} Black Hills and CMS Energy were added to the 2010 Peer Group having met the criteria for inclusion.
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Board of Directors

Carl L. Chapmon
Diraclor since 2009
President and

Chisf Opercting Officer
of Veciren Corporotfion

Anton H. George 1,3
Diredor sincs 1990
Team Owner of
Vision Rocing, 1LC

John M. Dunn 1,4

Director since 19948*
Choirman of the Board und
Chigf Executive Cfficer of
Bunn Hospitolity Group, Lid.

Dr. Martin C. Jischke 3.4
Directar since 2007
President Emerilus,
Purdue University

J. Timofthy MeGinlsy 15
Director sincs 1999
Principol of House
invesimenls, Inc,

Jean L. Wojliowicx 2,3(Chalr}
Direcior since 1996
Fresident and founder

of Cambridga Copilal
Mmagemeni Corporatkion

Richard P. Rechier 24
Director since 1984*
Choirmon of the Boord
of Rogers Group, Inc.

Not pictured is

Jumaa H. DeGraffenreidt, Jr.
Retired Chairman of #he Board
and Chief Exacutive Officer

of WGL Holddings, Inc.

who was elecied 1o the Boord
on March 3, 2010,

Niel C. Ellerbrock siana)
Direclor since 1 991

Chairman of| #he Boord ond

Chief Exgoutive Officer of
Yectren Corporation

Chief Exacuive Officer of

Koch Enterpiises, Inc.

R. Banis] Sudlier 23
Director sinde 2003
Retired Preddent ond
Chisf Execufive Officar
of Fifth Third Bank
(Western Ohio)
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John D, Engelbrechi 4.5
Director unce 1996
Cheirman of the Boord
and Presidant of South
Centrol Cammunicofions
Corporation

Williom G, Mays 1,4/
Diracler since 1998
President, Chiaf Execufive
Officer ond founder of

Mays Chemicol Compony, Inc.

Michael L. Smith 2iChain,?
Director since 20056

Retired Exacvlive Vice
President and Chief Finoncial
Officer of Welipoint, Inc.

Board Cormmithess

1 Mominoling ond Gavernance
2 Awelit and Rick Moncgement
3 Compensotion ond Besafits
4 Corporate ARfoir

& Finonce

o ill rafice wlactive <
Mey 19, 2010,

Officers

Exncylive Qfficers

Niel €. Ellarbrock
Choirmon ond
Chief Execuiive Officer

Carl L. Chapmun
Presicdent dnd
Chief Operating Officer

Jarome A, Benker, Jr.
Executive Yice Prasident and
Chief Finonciol Officer

Ranold E. Christian

Exacvtive Vice Presidend,

Chisf Adminisiralive Officer,
Geparo! Counsel onmd Secrefary
William 5. Defy

Exacubive Yice President,
Litility Qperotions

Corpornte Officers
Panisl €, Bugher

Vice President,
Information Tachnology and
Custamer Service

Roberi L. Goachier
Vice President ond Treasurer

M. Susan Hardwick
Vice President ond Controller

Ellis 5. Redd
Vice President,
Human Resources

Steven M, Schein
Vice President,
invastor Relations

JofHrey W. Whiteside
Vice Presidenl,
External Affoirs and Sustoinabilify

Other Officers

Jobn M, Behls
Presidlant,
Veciren Enferprisey

Robert E. Heidom
Vice President,
YUHI - General Counsel

Ronald G. Jochum
Vice President,
YUHI — Power Supply

L. Dovglos Petin
Vice Prasident,
VUHI = Marketing and Conservaiion

Evic J. Schuch
Vice Prasident,
VUHI — Enargy Delivery

Jerrold L. Ulrey
Vice Fresident,
VUHI — Ragulatary Affairs and Fuels

VUHI - Vactren Ulility Holdings, fne,
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% VECTREN o

Evansville, Indiana 47730-3037

May 4, 2010

To Whom It May Concem:

I hereby certify that the aftached financlal statements are trus and cormrect to the best
of my knowledge. These financial sfatements are unaudited and as such are
confidential.  Vectren Retall, LLC 13 a 100% owned subsidiary of Vectren
Corporation. Audited financial statements of Vectren Corporation can be obtained
upon request.

Sy fms

Greg Coliins
President

Attachment(s)

AVectren Company
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*UNAUDITED

VECTREN RETAIL BALANCE SHEET

DECEMBER, 2008

Monthly
DEC-O8 NOV-08 Change : DEC-07

Anpual
Change

Current Assats
Cash
Acctsunts Recalvable - Trade
AlR - WG & Affiliates
Accrued Unbilled Revenues
Inventories
Unamort Customer Acq Costs
Other Current Assets

Total Current Assets

Fixed Assets
Property, Plant & Equipment
Accumutated Depreciation
Capital In Progress

Total Fixed Assets

TOTAL ASSETS

LIABILITIES

Current Liubilitles
Arcounts Payabla - Trade
AJP - [T & Affiltates
Accrued Taves
Notes Payablas - Capital Corp
Agcraed Liabilifies
FlatBill Varianse
Accum Def Ineome
Other Deferred Credits
Othar Liabilities
Total Current Liabilities

L-T Debt - Capital Corp

Sharaholder's Bquity
Common Stock

Addittonal Paid-In Capital
Aceuni Comp Income

Minority Interest

Retained Earninge

Current Year Net Incoms {Lass)

Total Exquity
TOTAL LIAB & EQUITY

|
| LL\I |tk

A [Ilh Tinifh

11y lﬁmllm Iﬂlo T
I 1l i iy

Iilgp (ol 00 e

1w

R Nmul!ll

1"

H

000000167



3 §§ g§§v Hg g gg 8 gﬁ 8 a
- i
*h
Fotobd | o ald N WD
5
NUUTRUUE TN
bty B g B
~Dubobb o ot of st O QS 2
.. Ll g o
nv iy gt B g g
' ]
LUy Dt o] bt I ol ‘N
LU gy ek sl DR
MR BN KL
TR T
" 3
|

ol Bl 100 0

000000168



VECLTREN RETAIL

FINANCIAL STATEMENTS

*HUNAUDITED e

Statement of Cash Flows
Cash Flows from Operating Activitias
Net Income

Adjustments to reconclie netincome g cash
Depreciation .
Accounts Raceivable
Inventories
Cther Assets
Accounts Payable . - s
- Acended Llabllities
Other Liabilities .
Nei Cash Flow from Operating Activities

-

-

Cash Flow from Investing Activities
Purthase of Property, Plant & Equipment
Loss on Sale of Property, Plant & Equipment

Net Cash Flow from Investing Activities

Cash Flows from Financing Activities
et Increase (decresse) on ST notes payable

Net Ircrease (decreass) on LT riotss payable ¥

Principal payment on long-term borrowihgs
FPraceeds frorn capital Infusicn from parent
Accum Comprehensive Income v
APIC/Retained Earnings
Minority Interest

Net Cash Flow from Financing Activities

Net Inereaga (Decrease} in Cash
Baginring Ceish Batance

Ending Cash Balance

2008 fday-08 June-08 July-08 August08  September-D8  October-08  November-U8  Decembar-DB
3 L W) SAaEE abaii
e T ' —_—— i i
$ S el S AR omnenmty
5 ) e ) e s oo
5 A [ ] R
© 5 ofEEREE el . S
5 raag» L I S -
$ ol
e dﬁ 3 §
* " - .
¥ %
5 - ——— f—— —— N
3 guem— = : II o o
B R Y M—— T TR X
S yuuEen seaan gy wume JFy S o >
S e Gap, ‘eae o — — — wa—— w——
.m oma— . .
l- o W. .
3 G > - - .- — L oE— A
$ N . .- .
g o
3 SN [———
S N
§ NS
5  pletege .

]
T
E

000000169



YECTREN RETAIL BALANCE SHEET

*FUNAUDITED
DECEMBER, 2009
Monthly
DEC-pg Change bmﬁ...um 1 - DEC-08
W
Current Assets
Cash

Accounts Reseivablé « Trade
AR - UC & Affiliates

Arcrued Unbilled Revenues
Inventories

Unamoert Customer Acq Costs
Cther Currant Assets

Total Gurrent Assets

Fixed Assets

Property, Plant & Equipment
Accumulated Depreciation
CapHtal in Progress

Tokal Fixed Assets

TOTAL ASSETS

LABILITIES

Current Liabllities
Accounis Payable - Trade
AP - liC & Affilkatas
Atcrued Taxes
Notes Payable « Capital Corp
Acecrued Liabilitfes
Accum Deflncome
Other Deferrad Credits
Other Liabilities

Total Current Liabilitles
L-T Debt - Capital Corp

Shareholders Equity
Common Stock
Additional Paid-Ih Capltal
Accum Comp Income
Minority Interest
Retained Eamnings
Current Year Net Income (Loss)

Total Equity

TOTAL LIAR & EQUITY

o

T

1 i

LR

R

t

Dt Ut o

s i

(] o 0
[

Tl

im o

|

000000170



reenr LIV N Drer

h luahi I T L
L) g Vome o ol D 0
b S 111Gl
o T o sl 0O
ot e o )b d

I UTTR R TRIR
L g Tk i
Lyt Dot v vey
LU e T ol BE
p LU0ty godty € 1ut Bl

LTI
| L)

ROA 3]
§po3a

adlie

g

TR T afuayg
60-05
00T HRARNID
INTNILVLS FNOODNI TIVIETI NTALDAEA

[1:07T7 QLK 16BpRE

ey, ]
0I5
=174 sionEld

Ty

SOUBLIEA

000000171




R RTTI TH £
HE i
§ 2 f3hgigis tEaj {&c a8
% g g §EE“§§N§§. gey; §0s: CHA
s g ¢ J
: i THiR
B3 Qi g i ﬁ
§ gg%%s i
sgg i

| 1 iii;iu

000000172




{C30958:2 }

EXHIBIT C-4

FINANCIAL ARRANGEMENTS

PUBLIC VERSION -- REDACTED

000000173



AMENDED AND RESTATED

FINANCIAL SERVICESAND § Al

This Amended apd Restated Financial Services and Secwrily Agreement (this
“Agreerneat”), dated as of March | 2003, is made by and between
(herein refened to as ™ "]and fimms ramied berein {ercin refencd 1o as
the “ ")

is the financing corporation foc aud its .

ic willing 1o conflnme o provide fisaneia) services to the o8 a
consolidated basis in order lo achieve Jong-term bencfits fox the and their customess.

The are willing o provide with # secwmily imterest in all of their
mpecuvcawﬁxasmmdmﬂuﬁx to continee ko provide financial services to the
on a consolidzated basis, including the willegicss of  Io provide {mancing

under the shorf-lenn borrowings 10 the .

Acoardingly, the partics have detezmined fo enter into this Agreernent For the coatioued
provision of financial sexvices by tothe and for the proper allocation of the
costs of providing such scrvices.

l. Seryjces. will provide, sither dircetly or fhwough arsageracnts will third
partics for the bewefit of the » such financial serviees »s lo which e the:
may from timc to time agroe, sackding but not Bmited lo those more fidly described

below, will not provide sach services (o sy entity other than the . T¥or shall
: wndertske sbori-term o Jong-iom booowings for asy pupose other than providing

" financial services o be ' » &3 descnibed herein.

“will provide short-term Yoans (ST _Lomy™) and has provided loag-termm beaps
("LI Loens.” and collectively with ST Loans, the “Loans™) @ the . The ST Loans
shall be cvidencad by pronissory rotes issued by the .o . substantinfly in the
mmmmmu Jocs not own real propaty and snbstantislly
in the form attached as Bxhibit B-1 where the docs own yeal property (cach s “ST
Promissory Note™). The LT Loans shall be cvidonced by promissory notes issued by
the © , Substaraially in the foem of Exhbit A-2 where the oes
ot own real property and Myln&mquMﬂr
docs own seal property {each a “LT_ Prompissocy Note™ and collectively with e ST
-Promissory Notes, the “ _Propisory Noles™). To the cxacat thal sy .
owns reaf propedy, payment of cach Pmmuyhkﬂeuhbesemdby,_

. . dnter alig}’a Real Esisio Motgage sad Scurity Agvecncal, substentialy ia the form attashed as =.:-'
'_%(MH%Mﬂ

.
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will pravids cash management services o the {0 maximize use of the
cash resonirces. At the effective date of the Agreement, cach £XTESS OF
deficient cash balance will be swept to and consolidated at cach day wilh the cash
resatmees of the other Excess cash balances of a . swept o witl
be used first 1o ceduce any ST Loans of the lo and the batance will be used ta
spay any amounis then due and payable under any LT Loans of the Ig . Any
amougt renmaining will be invested with {f excess fupds of a2 are invested
with . the will cam a e of indcrest each day equal o weighted
average borrowing cost foc thot day or, if is a oot investor, the investment incotne eamed
on thase fanvds by Upon the sequest of a shall execate cac of more
mmdmymiafxmafﬁc ,nchaﬁ;mﬂ{ymlheromuhdwdaw
to the Agreement, 25 evidence of such lovestment.

2. Secarity fnterest As secutily or the paymenl ad parfornaace of aff of the
obligations of each . umdex the Promissory Notes o which it is a party, cach
hoveby assigns, pledpes ad grants w % condinuing secunty inferest in the
Collateral (= heremaficr defined). . security intecest skall contiosally exist with wespect
lo cach untit afl ghligations of such under its respective
Promissory Note have been paid in fill. For the purposes of this Agroomsent, “Collateral™ shalt
mean, with respect iy each , all eFthw: personal propesiy, both now owacd
and hercaficr acquired, includiag, but wot limited b (the following torms shall have the neanings
assigned to them by the lokaa Usiform Commercisl Code as in cffect on the datn hereof)
accaupts; as-cximcied collatcral; chaticl papar; chaltels veal; deposit accouts; dotumacals;
equipment; fam products; fxteres; geacrsl itaasibles goods; instruments;  inveatory;
ivestment property; kttar-of-credit rights: and procecds and products of all of the Gwcgoing. To
- the extent that any owns real propody, and in sccordance with the laws of the Staie of
Indiana, inciuding, byt nol Gmited to, fnd. Code §§ 8-1-5-1 and 26-1-9.1-311, the tonm

“Coliateral™ shafl alsa inclode at of the property of thal described in the Mortgage o -

which it is a purty and sitwated in any county in the State of Indisas where the Morigage is or
shait be recorded i the manner provided for recording real cotate mortgages.

3.  Eimancing Stafemcats. The autherize to file financing
statements covering the Collateral and 2ll pesonal property of te md coptsiniag
such kgends as shall deess necessary of desimble ta prodect interest in the
Coliateral. '

4. Costs. The agres lo pay o their aliocable share of the costs
tncurred by in providing the services described in Paragrph |, including bue mot Bmited
1o bagk service charges and related debt facility feos. Tramsaction costs imcuured by in
copnection with the Loans will be allocated among the . duriag; cach calendar qumrter
in proportion to the average principal amount of Losns thal sach biaz ovtstanding

during the quarter. Adminrstrative costs, such as accounting fees, will be allocated among the

" n equal aaownis. mmmwmnnsrnmwdurrhm
Mhﬂhﬂdmﬂn ' . scpaately pursuznt to the promissory nolcs creented pormust
mmwa

LIRS
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5. Statemments gnd Paymend. witl prepare and deliver by cmail o Be

quarierly stetements of the cosiz wcwred by and amaouts paywble o

giving cffoct 1o all of the provisions of ihis Agrecmeat. The witl bare the

net amouols shown on their respective statements setled by debt principal increases recorded ia
the ICMS Cash Mamagement System on the fixst of each moath for the prior month's activities.

6. bppection.  Upen reasomable  motice, will make available o cach
for its inspection Yo0ks, records, bills, nccounis and any other documents
that describe or support the costs aliocated to the under this Agreement.

7. Obligations Not Joimt. The obligations of the to shall be
scver2l and rot joint. A . will not be responsible to sy ofber or ko
for auy payment in excess of payments dac by the w under this Agroeoacot or
a promissory note cxecuted porsuant o Paagroph 8.

8 HNotcs and Mocdiwagez, The ST Loans under this Agreement will be
cvidenced by promissory noics substaiially in the form attached hereio 35 Exhibit A-] ==
Exkibit B-1. The LT Loans will be evidenced by promissory notes substactially in
the form altached hereto »s Exhibif A-2 and Bxhibit B-2. To the extent thai any owms
real property, that paymcat of the Loans will be secured by, inrer alia, 3 Resl Estals
Moagage and Security Agrecraent, subsisntially in the Bm attsched ficveto 2s Exbibit C. Loans
by the of cxcesy cash balances to ¢ pursuant (0 he cash managemen! program
described in Paragraph | will be evidencal by shorl-tonm proméssory aotes substaatially in the
focm of Exhisbit 1 to this Agreczaent.

9. Sxchusivity. This Agreement peobibits and restricts a from: bomowing
mmmuwmmmgmmmwummmmmwm

the: privr wiithen approval by
8.  Effccliveness. This Agreccat shall be effective a5 of the date hereof

1l.  Tennimtion. A or may ferminate its participation in this
Agroament by giving five (5) days peior wiiticn notice of sach tcrmination to the other paity.
Temination of this Agreement will not affect (@) & obligations to vudor
any pooassory nolces issued purswant t Paragraph B, (b) any party”s obligations with respect o
any smounts owing under Parsgraphs 4 and 5; (c) the scoority mtorest gramed by any
o under Paragyaph 2, (d) any mortgage givea by any in favor of . ey

Paragyaph 8, or {c} obligations to the under By promissory aote yeed
sndet Paragraph 8.

12 Medification. This Agreement uay be amended or modified only by 2 writhen
instrupet signed by 28 parfies at - discrstion.

13. Cosntopasis. This Agrecment may he execuled by the patties in one or mor

_,mmpmﬂ&ofﬁwh.shaﬂbucmdndmmgml

14.  Govengng Jaw  This Agrecment shall be povornsd by and coostnwed in

‘mdmcmmchwsnf&eSmafhhm
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and aguﬂd.wonﬁncxmmwdzﬁmofmmhyﬂm
of the particy hercto, ﬂwlcmmdpmmmufmﬁnmdmﬁmw

by and among and the JOCE iceg Aoycernent™) shall
bemdhaebymammdeismcmdcdmdmwdmﬁmmybymmmdmm
of this Agreement. This Agreement is pot intended 1o and shadl not constitute a aovation of the
Financial Services Agrecment ot the indebledness croated thereamder.

{signature pages immodiately following]
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N WITNESS WHEREOF, the . and kave cach caused this Agrocment
1o be signed on its behalf by its duly asthorized officers.

ATTEST:
By: dj /;f At By ]
#rint Name & Titlc: Robert L. Goocher
£ {4t lgffﬂda‘ Vice President and Treasuecr
Tﬂﬁ.rkg
ATTEST:
By =T epony by obond L. Hsackts)
Pont Name & Title: Robert L. Goocher
Yice President, Treasurer -
ATIEST: '
Print Naoe & Titfe: Raedy . %x
President

e SNWPE
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ATTEST:

By By:
Pring Name & Tule: A. Beokent, Jr. v
Presidem
ATTEST:
By: By
Pomt Name & Title Car] L. Chapman
President
ATTEST:
d By:
Print Name & Title: Cerl L. Chapram
i P - I I
ATTEST:
BY: Z»fj'/f AL %
Pou Mame & Title: Gn:gatyl’_
Jeche A3 Jerne
77k 43 /dmeeier
ATTEST:
By By:
Prawt Name & Titk: Carl L. Chapomn
. President
ATTEST:
Print Mame & Titdes * 7 Cadl L. Chspsuan
- Presidest T -
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FROMISSORY NOTE
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PROMISSORY NOTE
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EXHIBIT C-5

FORECASTED FINANCIAL STATEMENTS

PUBILC VERSION -- REDACTED

{C30958:2 }
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VECTREN SOURCE
2010 - 2011 Plan

Budget Assumptions
5/10/10 12:38 PM

Total Acyuisitions ‘ .

Year-End Counts L -
Delivered Volumes (Bef) - .o -
Monthly Churn .

£

2010 ]

PREPARER: . :
Tami Wilson, VP-Finance and Commadity Operations
Vectren Retail, LLC
One Vectren Square
Evansville, IN 47708
email: trwilson@vectren.com
phone; §12-491-4284
fax: 812-492-9275

2011 |
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FIHARCIAL STATEMENTS
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VECTREN RETAI,
FINANGUAL STATEMENTS
T010 Budgat

Sfamont of Cash Flows
Cash Flows from Oporoting Activitios
Nat lngema

AO UGS 1D (RCOr oi
Dapraciziion
Ageounts Recolvable
Iwvantaries
Ctbr Assats
Accounts Payable
Actrued LiabifiGos.
QMhar Liakiilies
Net Cash Figu from Oparoling Astivites § -

Caszh Flow from Investing Activitiey
Purchase of Proparty, Mant & Equipmant
Net Cagh Flow feodh Investing Aofivitiss

Cosh Flows from Finandng Activitieg
Ne1Ingréate [desrmisag) on notes payable
Principa) payrnent on long-tarm DOMOWINGs

S
Aocum Camg Income S e
Procasds from capitsl infuion from pargni S
Minarity bniarest N . ey S
NeL Cagh Flow from Financing Actilas s . . : - ¥ - . .
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VECTREN RETAIL
FINANCIAL STATEMENTS
M0 Budget

Jant1
1ncoms Sortamant
Ravwanug
Mawral Gas $
Products & Swervicas
Toml Hovanuo [}

Cost of Goods Soid
Natral Gas

£
Protucts & Servitos E
Tori COGS $

i

Gross Marghn
Enatricity 3
HNaveral Gas. Y
Prodects & Services 3
Totol GM F

Rl el R

Ouiar Onerstng Costs
Risgilaiony Affairs and Commediiy Cp
Businats Ops
Products & Services
Markefing
Finanza

S

S intn v in

Total Qpearmtng Corts
MISC REVENUE

ERITOA
Daproslation & Amadzation

&% a3l e ot

JIRTTRTRTY

2010 Finandsl Satpments First Pags INCLAUCTION
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Tuaa aan
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New-11
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EXHIBIT C-6
CREDIT RATING

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

{C30958:2 }
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CERTIFICATION OF
PARENTAL GUARANTY

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

of Vectren Retail, LLC in the marketer certification process.

Vectren Corporation

By: fosbet L Huwelor)

Name: Robert Goocher

Tiile: Vice President and Treasurer

Date: ﬁﬁgqgfghéﬁgg

0000001892



STANDARD

&POOR’S

March 30, 2070

Summary:

Vectren Corp.

Primary Credit Analyst:
Kenneth | Farer, New York (1) 212-438-1679; kenneth_farer@standzrdandpoors.com

Secondary Credit Analyst:
Richard W Cortright, Jr., New York (1) 212-438-7885; richard_cortright@standardandpoors.com

Table Of Contents

Rationale

\ Qutlock

Related Research

www.standardandpoors.com/ratingsdirect 1

SRR 30 IENY

000000193


mailto:kenneth_farer@standardandpoors.com
mailto:richard_cortright@standardandpoors.com
http://www.standardandpoors.com/ratingsdirect

Summary:

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

Rationale

The rating on Evansville, Ind.-based Vectren Corp. reflects an 'excellent’ business risk profile and a 'significant’
financial risk profile. The rating is based on the consolidated business and financial risk of the company, including
the nonregulated operations, Standard & Poor's 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 contributed by energy
marketing, coal mining, and other nonregulated operations.

Key credit factors include operations 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 to entry provided by the capital intensive nature of the distribution network also
support the business risk profile. Vectren's financial risk profile, which is characterized by high leverage and weak
cash flow metrics, investments in higher-risk, non-regulared operations, and modest growth somewhat temper the
company's strengths,

Vectren Utility Hoidiﬁés Inc. (A-/Stable/A-2), the intermediate holding company for Vectren's regulated electric and
gas operations, has about 1 million gas customers and mare than 140,000 electric customers with operations in
southern and central Indiana and west-central Ohio. Standard & Poor's regards the regulatory oversight by the
Indiana Utility Regulatory Commission (FURC) and Public Utilities Cammission of Ohio (PUCO) as supportive of
credit quality. Favorable regulation includes strong rate design and cost recovery mechanisms. Vectren's gas
operations benefit from purchased pas 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 MISO transmission investments. The purchased gas mechanisms pass through the cost of narural
gas to the ratepayers. Decoupling protects a utility's financial performance when variations in weather or customer
conservation reduce total throughput. Another Vectren subsidiary, Southern Indiana Gas & Flectric Co. (SIGECO;
(A-/Stable/--), benefits from a fuel adjustment clause that allows the company to recover costs of purchased power
with certain maxirnum limits.

Vectren's nonutility operations, particularly its energy marketing segment, have displayed greater cash flow volatiliry
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 the price volatility of natural gas. The increased business risks associated with these
operations require stronger consolidated financial metrics for any given rating level. ProLiance is a joint venture
between Vectren (61% of net income; 50% vorting and governance) and Citizens Gas and Coke Utility (39%; 50%).
ProLiance provides gas marketing, asset optimization, and other energy services to utility and nonutility customers.
ProLiance distributes about 0% of its pre-tax income to its equity owners.

ProLiance focuses on physical and financial wransactions, rather than market speculation, capturing spread

Standard & Poor’s | RatingsDirect on the Global Credit Portal | March 30, 2010 2
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Summary: Vectren Corp.

differentials between cash and NYMEX markets. ProLiance mitigates risk by conducting its activities around a low
VaR that is limited to $2.5 million. In addition, all transactions that result in a VaR of more than $1 million are
reported to ProLiance's risk management committee.

Vectren Fuels extracts coal from Vecrren's two existing mines and sells it to Vectren's utility operations and third
parties. Vectren Fuels' roral coal reserves for the two existing mines and the third mine under development stand at
136 million tons at Dec. 31, 2009.Vectren has mitigated its exposure to the coal markets by entering into contracts
for about 80% of planned 2010 production at favorable prices. However, the company's actual sales volumes in
2009 were abour 3.5 million tons, compared with 2008 sales of 4.2 million tons and initial forecasts for 2009 of 4.6
million - 5.2 million tons. Record inventory levels at the unlity and reduced production from coal-fired electric
generation prompted the downward revision. Despite reduced sales tons, the higher sales price supported 2009
earnings of $13.4 million compared with a loss of $4.6 million in 2008.

Vectren's other operations include Vectren Retail LLC and Energy Infrastructure Services (EIS}, Vectren Retail, also
known as Vectren Source, provides natural gas to more than 189,000 customers under encrgy choice programs. EIS
provides construction services for underground infrastructure repairs, performance contracting, and renewable

- eNergy services.

Vectren's financial risk profile 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 acceptable for the rating. As of Dec. 31, 2009, consolidated total adjusted debt,
including capitalized operating leases and tax-effected pension and postretirement obligations, was abour $§2 billicn,
with adjusted debt o rotal capital of 58%. For the 12 menths ended Dec. 31, 2009, adjusted FFO to total debt was
21.5% and adjusted funds from operations (FFO) interest coverage was 5.0x.

Short-term credit factors

Vectren maintains adequate liguidity. As of Dec. 31, 2009, Vectren had $11.9 millien in cash balances. At that time,
the regulated subsidiaries had $462 million of combined availability under $520 milkion of credit facilities. The
majority of the revolving credit facilities for the regulared urilities mature in November 2010, The non-regulated
segment had $48 million available under its credit facility, which allows for borrowings of up to $255 million and
matures in November 2010,

We expect Vectren to fund its varicus near-term cash needs through internal cash flow generation, borrowings

under the company's revolving credit facilities, and periodic capital markets transacaans. For 2009, Vectren's cash
from operations was $450 million, compared with $423 million in 2008. Cash flow from operations improved
significantly compared with the same period last year, largely due to reduced working capital requirements related
to the decline in natural gas prices. The various uses of cash include capital expendirures ($365 million expected in
2010, $310 million in 2011, and $285 million in 2012), debt marurities ($48 million ir 2010, $250 million in 2011,
$60 million in 2012), and dividends (about $110 million per year).

Although cash from operations generally fund working capital requirements, Vectren uses short-term debt during
the peak borrowing season when gas storage is filled, as well as interim financing for capital projects until
permanent financing is completed or the company recovers funds through rates. Vectren performs adequately under
various Standard 8 Poor's stress case scenarios related to potential collateral posting requirements related to
changes in commodity prices.

www.standardandpoors.com/ratiagsdirect 3
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Summary: Vectren Corp.

ProLiance does not rely on its equity owners for liquidity. To fund short-term needs, ProLiance has a $315 million
waorking capital facility, which matures on June 14, 2010. As of Dec. 31, 2002, no amounts were outstanding under
this facility.

Qutlook

The outlook on Vectren and its subsidiaries is stable, reflecting our expectation of supportive regulatory practices
and maintenance of current {inancial measures, which are somewhat weak for the corrent rating. We could revise
the outlook to negative if consolidated FFO ta total debt declines below 20% for an extended period. This would
most likely occur if commodity spreads narrow, resulting in poor performance at ProLiance and/or higher operating
costs offset scheduled coal price increases. If the non-regulated operations increase materially, we would expect
financial performance to be even stronger to maintain the rating. An outlook revision to positive, which we do not
expect in the near term, requires a sustained improvement in financial ratios, specifically FFO to total debt and
interest coverage of about 25% and 5x, respectively, and a lower-risk business mix.

Related Research

e "Criteria: Key Credit Factors: Business And Financial Risks In the Investor-Owned Utilities Industry," published
Nov. 26, 2008.
+ "Key Credit Factors Fer U.S. Natural Gas Distributors,” published Feb. 28, 2004.

Standard & Poor’s | RatingsDirect on the Global Credit Postal | March 30, 2010 4

ST BLIIEME

000000196



Copyright { ¢ } 2010 by Stendard & Poor's Financial Services LLC {S&P), a subsidiary of The McBraw-Hilf Companies, Inc. All rights reserved.

No content {including ratings, credit-related analyses and data, model, software or other application or outpun therefrom| or any part theraof (Content) may be modified,
reverse engineered, reproduced of distributed in any form by any means, or stored in a database or retrieval systam, without the prior written permission of S&P. The Content
shall not be used for any unfawiul or vnautherized purposes. S&P, its afiiliates, and any hird-party providers, as well as their diraclors, officers, shareholders, employees ar
agents [collactively S&P Parties) do not guerantee the accuracy, completeness, timeliness or availability of the Coment. S&P Partles are not responsible for any errors or
omissions, regardiess of the cause, for the results oblainad from the use of the Content, of for the security or maintenance of any data input by the user. The Content is
mrovided on an *as is* basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS DR IMPLIEC WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRBANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FAOM BUGS, SOFTWARE ERROAS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINYCRAUPTED DA THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARL CONFIGURATION. In no event shali S&P Parties be liable 1o any
narty for amy diract, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses {including, without
limitation, logt income or lost profits and opportunity costs) in connection with any uge o the Content even if advised of the possibifity of such damapes.

Credit-related analyses, inciuding ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations te purchase, hold, or sell any securilies or to maka amy investment decisions. 3&P assumes no cbligation to update the Content followang publication in any
form or format. The Content shouid not be relied on and is not a substitute for the skill, judgment and experiance of the usar, its managsment, amplayees, advisors and/or
clients when making investment and other business decisipns. $&P's ppinions and analyses do not address the suitability of any security. S&P does not act as & fiduciary or
an investment advisor, While S&F has cbtained informetion from sources it balieves to be reliabls, S&P does not perform an audit and undertakes no duty of due diligence o
independent verification of any information it receives.

SRP keeps certain activities of iis business units separata from each other in order to preserve the independence and objectivily of their respective activities. As a result,
certain business units of SBP may have infarmation that is not avzilable to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of cartain non-public information received in connection with sach analytical process.

S&P may receive compensation for 115 ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right
to disseminate its opinions and analyses. S&P's public ratings and analvses are made available on its Web sites, www.standardandpoors.com (free of charge), and
www.ratingsdiract.com and www globalcreditportal.com (subscription), and may be distributed through other means, including via SEP publications and third-party
redistributors. Additional information about our ratings fees is available at www standardandpoors.com/usratingsfeas.
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Ratings

Category Moody's Rating
Outlook Positive
Bkd Sr tinsec Bank Credit Facility Baa1l
Senior Unsecured Baat
Ekd Commercial Paper P-2
Iindiana Gas Company, Inc.

Qutiook Positive
Senior Unsecured Baat
Southern Indiana Gas & Electric Company

Qutlook Positive
Issuer Rating Baat
First Mortgage Bonds A2
Senior Secured A2
Contacts

Analyst Phone
Mihoko Manabe/New York 212.553.1942

William L. Hess/New York
Key Indicators

(11
Vectren Utility Holdings, Inc.

212.553.3837

2009 2008 2007 2006
(CFO Pre-W/C + Interest) / Interest Expense 54x 52x 43x 3.6x
{CFO Pre-W/C) / Debt 26% 27% 18%  16%
(CFO Pre-W/C - Dividends) / Debt 0% 21%  13% 10%
Debt / Book Capitalization 4% 4% 51% 49%

[1] All ratios calculated in accordance with the Regulated Electric and Gas Utilities Rating Methodology using

Moody's standard adjustments.

Note: For definitions of Moody's most common ratio terms please see the accompanying User's Guide.

Opinion

Rating Drivers
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- Credit metrics and financial performance strong for its current rating.
- Supportive regulatory environments with constructive rate designs.
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- Unregulated affiliates in compiementary businesgses.
Corporate Profile

Vectren Utility Holdings Inc. (VUHI; Baal senior unsecured, posiiive outlook) Is an iMlermediate holding company of VYectren
Corporation (Vectren; unrated) based in Evansville, Indiana. VUHI is the holding company of Vactren's regulated utility
subsidiaries, Indiana Gas Company (IGC; Baal senior unsecured, positive cutlook), Scuthem Indiana Gas & Electric Company
(SIGECO; Baat senior unsecured issuer rating, pasitive outlook), and Vectren Energy Delivery of Ohio (VEDQ, unrated). VUHI's
utility subsidiaries provide electric service in southemn Indiana and natural gas distribution in Indiana and Qhio.

Recent Developments

On April 22, 2010, Moody's Investors Service affirmed the ratings of Vectren Utility Holdings, Inc. and its rated subsidiaries,
Indiana Gas Company, Inc. and Southern Indiana Gas & Eiectric Company, and changed their rating outlooks from stabie 1o
positive.

SUMMARY RATING RATIONALE

VUHI's Baa1 senior unsacured rating reflects credit metrics and financial performance strong for its current rating, and supportive
regulatory environments with constructive rate designs. The rating is further supported by consarvative fiscal policies balanced by
limited diversity of its service territories. '

DETAILED RATING CONSIDERATIONS
CREDIT METRICS AND FINANCIAL PERFORMANCE STRONG FOR TS CURRENT RATING.

VUHTI's credit metrics are strong for its rating category. Over the last several years rate cases at all three utilities in addition 1o
improved rate recovery mechanisms and rate designs have led 10 a sustained improvement in financial metrics. CFO pre-working
capital interest coverage was 5.4 times in 2009 up from 3.8 times in 2006 while CFO 1o debt increased to 26% from 16% during
the same period. It is Moody's expectalion that VUHI's metrics will remain at these levels, with CFO pre-working capital interest
coverage in the low 5 times range and CFO pre-working capital to debt in the mid-20% range.

SUPPORTIVE REGULATORY ENVIRONMENTS WITH CONSTRUCTIVE RATE DESIGNS.

VUHI's utility operations are in Indiana (gas & electric) and Ohio (gas), both supportive regulatary environments with consiructive
rate designs and allowed ROEs around the national average. Major capital expenditure investments have received favarable
regulatory treatmant with fimely recovery through riders. VUHI maintains good relationships with both utility commissions and
tends to be the first mover for requesting changes in raie design (e.g., electric decoupling in Indiana).

VUHI's gas operations in Indiana and Ohio benefit from gas cost recovery, bad debt trackers, and capilal expenditure recovery for
bare steet and cast iron replacement. Decoupling has been achieved in Indiana through weaiher normalization and conservation
tariffs, and a straight-fixed-variable rate design in Chia, which was fully implemenied in February 2010.

VUHTI's electric aperations at SIGECC in Indiana benefit from fuel cost and purchased power recovery mechanisms, and can
recover environmental CWIP, reliability enhancement, and demand side management expenses through trackers. SIGECQ is
currently pursuing a means of electric decounling (via a sales reconciliation adjustment) in its current rate case filed in Decembar
2009. In the rate case filing, SIGECO is requesting an increase that would result in a $54 million net ratepayer impact in addition
to decoupling. Resolution of the rate case is not expected until later this year or early 2011,

UNREGULATED AFFILIATES IN COMPLEMENTARY BUSINESSES.

VUH]I accounts for approximately B0% of the revenue and earnings of Yeciren. The remaining portion of Vectren, Yectren
Enterprises, is involved in three primary business areas: Energy Marketing and Services (including Vectren's 61% ownership
interest in ProLiance Energy, its joint venture with Citizens Energy), Coal Mining, and Energy Infrastructure Services. Each of the
businesses is tangentially related to Veciren's core utility business with VUHI and its subsidiaries usually being a major, if not the
iargest, customer. This heavy reliance of the unregulated businesses on VUHI helps mitigate the risks of the unregulated
businesses on Vectren as a whole.

Vectren doss not have any explicit ring-fencing provision in place for its utility operations. Instead, Vectren utilizes an
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organizational structure that silos the utilities under an intermediate holding company (VUHI) with its own credit facility. Vectren
Enterprises is self-financing and has its own financing vehicle (Vectren Capital) and credit facility ($255 million expiring Nov "10).
Neither Vectren nor Citizens guarantees the debt at ProLiance Energy with the debt having no recourse to Veciren. Vectren has
not made any capital contributions to ProLiance Energy since 1997,

Liquidity Profile

VUHI has an adequate liquidity profilte. VUHI has a $600 million commercial paper program backed by a $515 million credit facility
that expires in Navember 2010. The company is currently in discussions with its bank syndicate about renewing its facilities
(including the $255 million Vectren Capital facility, which expires at the same time). Moody's expects Vactren 1o renew thess
facilities without major issues ar problems comfortably before the current facilities expire. VUH/I's current faeility is fully and
unconditionally guaranteed on a joint and several basis by SIGECQ, IGC, and VEDQ. The utility subsidiaries have access to
commercial paper and bank borrowings through intarcompany notes. Additionally, SIGECO has a $5 million 364 -day facility, due
June 2010. VUHI was in compliance with the VUHI facility's 65% debt to capitafization cavenant at December 31, 2008.

Operaling cash flow is usually sufficient to cover capital expenditures. VUHE is coming off a 3-year capital spend with capital
expendilures expected to return Lo pre-2007 levels ($200-$250M/year vs. $300M/year) beginning in 2010. Short-term borrowings
are typically used during the gas injeclion period before the winter heating season. There are no maturities at VUHI or its subs
until $2560 million of VUHI debt comes due in December 2011.

Rating Oullook

The positive outlook is based on the improvement in financial performance at VUMI and each of the utility subsidiaries over the
last couple of years, driven by reasonable rate increases and improved rate recovery and design. The positive oullook also
considers the near-term expiration of the company's credit facility. A milestone for further rating action could bs the successful
renewal of VUHI's credit facility.

What Could Change the Rating - Up

VUHT's ratings could be upgraded if there is a sustained improvement in its financial performance, including CFO pre-working
capital caverage in the 5 times range and CFO pre-working capital to debt in the upper 20% range.

What Could Change the Rating - Down
The positive rating outipok precludes the chance of a downgrade at this time.
Other Considerations

The ratings at SIGECO and IGC are closely tied to VUH!'s rating due to the full and unconditional, joint and several guarantees
cunently provided by YUHI's direct subsidiaries. Any malerial change al SIGECO, IGC, or VEDO would result in a change in the
averall creditworthiness of VUHI.

Rating Factors

Vectren Utility Holdings, Inc.

[Regutated Electric and Gas Utilities Aaa | Aa | A | Baa| Ba | B

|Factnr 1: Regulatory Framework (25%) X

Factor 2: Ability to Recover Costs and Eam Returns X
{25%)

Factor 3: Diversification (10%)

a) Market Position (5%) 4

b) Generation and Fuel Diversity (5%) X
Facior 4: Financial Strength, Liquidity & Financial
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Metrics (40%)
a} Liquidity (10%) X
b} CFO pre-WC + interest / Interest (7.5%) (3yr Avg)
¢) CFO pre-WC / Debt (7.5%) (3yr Avg) X
d} CFO pre-W( - Dividends / Debt {7.5%) (3yr Avg) X
e} Debt / Capitatizatian or Debt/ RAY (7.5%) (3yr X

Avg)
Rating:
a) Methodology Implied Senior Unsecured Rating A3
b) Actual Senior Unsecured Rating Baat

>
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© Copyright 2010, Moody's Investors Service, ing. and/or its licensors including Meoady's Assurance Company, Inc. (together, "MQQODY'S"). All rights
reserved.

CREDIT RATINGS ARE MQODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF
ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT
MEET ITS CONTRACTUAL, FINAHNCIAL OELIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF
DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUBING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK,
OR PRICE VOLATILITY. CREDIT RATINGS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT
CONSTITUTE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT AATINGS ARE NOT RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD
PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR.
MIS ISSUES ITS CREDIT RATINGS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE TS OWN STUDY AND
EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH
INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED (OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR
MANNER OR Y ANY MEANS WHATSCEVER. BY ANY PERSON WITHOUT MOODDY'S PRIOR WRITTEN CONSENT. All information contained herain is
oblained by MOODY'S from sources believed by it to be accurate and reliable. Because of the possbility of human or mechanical error as well as other
factors, however, all information contained herein is provided "AS 1S™ without warranty of any kind. Under no circumstances shall MOODY'S have any liability
lo any pargon ar enlity for () any loss or damage in whole or in part caused by, resulting from, or relating lo, any emor (negligent or otherwise) or cther
gircumstance or contingency within ar outside the centrol of MOODY'S or any of iis directors, officers, employeas or agents in conneclion with the
procurement, collection. compitation, analysis, inferpretation, cammunication, publication or delivery of any such infermaltian, or {b) any direct, indirect,
special, consequential, compensalory or incidental damages whatsoever (including without limitation, lost profits), even it MCODY'S s advised in advance of
the possibility of such damages, resutting from the use of or inability 1o use, any such information. The ratings, financial reporting analysis, projactions, and
other observations, if any, constituting part of the information contained herein are, and must be construgd solely as, statements ol opinion and not
statements of fact or recommendations to purchase, selt or hold any securities. Each user of the information contained herein must make its own siudy and
evaluation ol each security it may consider purchasing, heiding or selling. NO WARBANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY,
TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE GOF ANY SUCH RATING OR OTHER OFINION
OR INFORMATION IS GIVEN OR MADE BY MOOBY'S IN ANY FORM OR MANNER WHATSOEVER,

MIS. a wholly-owned crsdit rating agency subsidiary of MOODY'S Corporation {("MCO"), hereby discloses that most issuers of debt securilies (including
corporats and municipal bonds, debentures, noles and commercial paper) and preferred stock rated by MIS have, prior to assignment of any rating, agreed
to pay fo MIS far appraisal and rating services rendersd by it tees ranging trom §1,500 to approximately $2,500,000. MCO and MIS also maintain policies
and procedures Lo address the independence of MIS's ratings and rating processes. Information regarding certain affillations that may axist between
diraciors of MCG and rated enifiliss, and batween entilies who hold ratings from MIS and have also publicly reported 10 the SEC an ownership interest in
MCO of morg than 5%, is posted annuatly at www.mpodys.com under the heading "Shateholder Relations - Corporate Governance - Diregtor and
Shareholder Affifiation Policy.”

Any publication into Australia of this Decument is by MOODY'S affiliate MOODY'S Investors Service Ply Limited ABN 581 D03 399 857, which holds
Australian Financial Services Licanse no. 3369€9. This document is intended to be providad only to wholasale cliems (within the meaning of section 761G of
the Corporations Act 2001). By continuing o access 1his Document from within Austraiia, you represent 1o MOODY'S and its alliliates thal you are, or are
accessing the Docurnent as a representative of, 2 wholesale client and that neither you ner the entity you represent will directly or indirectly disseminate this
Document or its conlents to retail clienta {within the meaning of section 761G of the Corporations Act 2001}
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