Percent
Year Ended December 31 1997 1996 Change

Revenues - utility (Thousands) $690,478 $701,863 (1.6)
¥ stz sy SF AR (+ & o gm T
Hesources Corporation Revenues - nonregulated (Thousands) 187,862 156,391 20.1

1997 Annual Report

Net income (Thousands) 53,742 47755 12.5

Basic and diluted earnings per
average share of common stock $2.25 $2.00 125

Dividend paid per share 1.92 1.88 21
Book value per share 20.00 19.56 22

Common stock price at year end $33.8125 $28.50 18.6
Electric customers 374,577 367,898 1.8

Electric sales wh - Thousands) 11,512,344 11,045,911 4.2
Gas customers 219,037 212,451 31
Gas deliveries - utility (Therms - Thousands) 662,008 666,598

Gas deliveries - nonregulated (Therms - Thousands) 574,006 517,360

SOURCES OF MONEY

Nonregulated
Revenue

§ T
; j:-nl!lﬂs IE*'I ;ﬂmli":.”.‘

Gas Utility
Revenue ~_

Electric Utility
™~ Revenue

USES OF MONEY

Depreciation and

Decommissioning Taxes

Gas Utiity Purchased \ Common Dividends

Gas Costs ~ /
- i g Interest, Other Income,
! and Preferred Dividends
‘ m
2805050219 980427 » >
PDR ADOCK 05000305 ) ) : Electric Utility !
I i oo T Fueland — "\

Purchased Power

h o il \Operating and
TR ‘ Maintenance
Expense
Nonregulated / P
Cost of Sales

T Retained Earnings




WPS Resources
Corporation
at a Glance

WPS Resources Corporation is
a holding company based in
Green Bay, Wisconsin. System
companies provide products and
services in both regulated and
nonregulated energy markets.

Equal Employment Opportunity:
WPS Resources Corporation and its
system companies hire, train,
promote, compensate, and make all
other employment detisions without
regard to race, color, sex, age,
religion, national origin, or disability.

WPS Resources Corporation

T

&
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Wisconsin Public Service Corporation

Business: Wisconsin Public Service
Corporation ("WPSC") is a regulated
electric and gas utility.

Location: WPSC serves an 11,000
square-mile area of northeastern and
central Wisconsin and an adjacent
portion of Upper Michigan (see utility
service territory map at right).

Market: WPSC serves 374,567
electric and 218,299 natural gas
customers. Electric and gas service
is provided to residential, farm,
commercial, and industrial customers.
Electric power is also provided to
wholesale customers. Electric
operations accounted for 69% of 1997
revenues, while gas operations
contributed 31%. Electric revenues
are comprised of 90% retail sales and
10% wholesale sales. Wisconsin
customers accounted for 97 % of the
utility's 1997 revenues, compared with
3% from Michigan customers.

Products and Services: WPSC
provides a full range of products and
services customarily offered by
regulated electric and gas utilities.

Facllities: Electric generating
capacity based on 1997 summer
capacity was 1,820 megawatts,
including WPSC's share of jointly-
owned facilities. WPSC has 1,549
miles of electric transmission and
19,358 miles of electric distribution
lines. Gas properties include 4,623
miles of main and 68 gate and city
regulator stations.

Employees: WPSC has 2,399
employees, of which 1,209 are
represented by Local 310 of the
International Union of Operating
Engineers.

TeETT T
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Business: WPS Energy Services,
Inc. ("ESI") is a diversified
nonregulated energy company.

Location: ESI targets retail energy
sales and related services. Principal
operations are located in [llinois,
Michigan, Ohio, and Wisconsin (see
nonregulated retail energy sales map
at right). Wholesale sales are
provided on a nationwide basis.

Markets: ESI operates in the retail
and wholesale nonregulated energy
marketplace. Emphasis is on serving
commercial, industrial, and wholesale
customers.

Products and Services: ESi
provides electric, natural gas, and
alternate fuel products, risk
management consuiting services,
real-time energy management
services, and project management.
ESI provides individualized energy
supply options and strategies that
allow customers to manage risk while
capitalizing on opportunities resulting
from deregulation. Proprietary
DENet™ computer technology allows
customers to monitor their energy
usage and to access energy supply
information. ES| also provides energy
utilization consulting, which identifies
opportunities for improving purchasing
practices, equipment, and systems
necessary for the efficient use of
energy. )

Business: WPS Power
Development, Inc. ("PDI") develops
and owns nonregulated electric
generation projects and provides
services to the electric power
generation industry.

Location: PDI offers services
nationwide.

Products and Services: PDl's
services include acquisition and
investment analysis, project
development, engineering and
management services, and operations
and maintenance services.

Markets: PDl's areas of expertise
include cogeneration, distributed
generation, generation from
renewables, generation plant
repowering projects, and conversion
of paper mill sludge to lightweight
aggregate.

Facilities: PD! owns a two-thirds
interest in the Stoneman Power Plant
("Stoneman”), a 53-megawatt coal-
fired merchant steam plant located in
Cassville, Wisconsin. Stoneman
repowering as a gas-fired unit is
planned for the 1999 to 2000 time
period. PD} also owns landfill gas
generating facilities.

& Wisconsin Public Service Corporation Service Territory

@ Upper Peninsula Power Company Service Territory

Nonregulated Retail Energy

Target Markets
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-Einancial Highlights -

Q Gas deliveries decreased 0.7% compared with 1996.

These are exciting times.
The decisions that are
being made today will
have a profound impact
on the energy industry

of tomorrow. Our approach
to restructuring is based
on deliberate moves to
bring about change. The
challenge is to obtain fair
treatment for customers
and a level playing field for
industry participants. Only
then will everyone win.

Brings Rewards

Our Growth
Strategy Is The
Basis For Our
Confidence In The
Future

Larry L. Weyers

Chairman, President, and
Chief Executive Officer

Developments During
1997 Show That We Are
Positioned For Continued
Success

To Our Shareholders: The past year has been one of strategic growth for WPS Resources
Corporation ("WPSR") and its subsidiary companies as we position ourselves to be successful in
the emerging competitive energy industry. Never before have we faced so many challenges in all
aspects of our business. But with challenges come opportunities. With opportunities comes
growth. With growth come rewards. Our growth strategy provides for a bright future and is the
subject of this report.

WPSR -
* Earnings per share for 1997 were $2.25 compared with $2.00 in 1996, an increase of 12.5%.
* Net income was $53.7 million in 1997 compared with $47.8 million in 1996.
* Dividends paid per common share increased for the 39th consecutive year.

Wisconsin Public Service Corporation ("WPSC") —

+ Earnings on common stock at WPSC, our utility subsidiary, were $61.6 million in 1997
compared with $57.3 million in 1996. '

* Electric utility margins were lower than 1996 margins by $21.4 million as a result of an
8.1% electric rate reduction in February 1997. Electric sales volume increased 2.2%
compared with 1996. . '

+ Gas margins increased $1.4 million, or 2.2%, due primarily to a gas rate increase in 1997.

* Non-fuel operating and maintenance expenses were $175.8 million compared with
$206.9 million in 1996, a decrease of 15.0%. -




Nonregulated Subsidiaries -

- Nonregulated energy and other operating revenues
increased $31.5 million, or 20.1%.

 Nonregulated losses at WPS Energy Services, Inc. ("ESI")
and WPS Power Development, inc. ("PDI") totaled
$6.9 million compared with $10.3 million in 1996.

» Gas deliveries at ESI, our energy marketing subsidiary,
increased 10.9% over 1996.

Although ESI did not show a profit in 1997, significant
progress was made in many areas. ESl's natural gas
customers increased 107.0% as a result of continuing sales
efforts in Michigan, Ohio, and Wisconsin and entry into the
lllinois market late in the year. Backroom systems used to track
energy trading operations, control risk, and perform numerous
administrative operations such as customer billing were
substantially improved during the year and will support future
growth. ESl is prepared to make a positive contribution to
earnings when retail electric access becomes a reality in its
targeted electric markets.

PDI, our nonregulated subsidiary engaged in developing and
investing in energy projects, moved closer to profitability in
1997. Projects being pursued should result in more immediate
positive cash flows, shorter payback periods, and improved
earnings in the early years of particular projects.

Goals for a Solid Financial Future - Our financial goals
are summarized as follows:

« A return for WPSC equal to the Public Service
Commission of Wisconsin ("PSCW") allowed rate of return.

» Annual growth in nonregulated revenues of 20% or
greater.

+ A dividend policy that calls for modest increases.

- A dividend payout ratio of 70% to be achieved over time
through growth in earnings.

WPSC intends to file an application in April 1998 with the
PSCW for increases in electric and gas customer rates to be
effective in 1999. The increase would cover normal expenses,
generate a fair return on equity, and allow WPSC to continue
improving its systems for efficient operations in a restructured
utility environment. The new rates, if approved, are not
expected to have a significant impact on WPSC's relative
competitive position in the region. w

-

Upper Peninsula Energy Corporation Merger - This
past July, we announced the proposed merger of WPSR and

Upper Peninsula Energy Corporation ("UPEN"), a holding

2 WPS RESOURCES CORPORATION

company headquartered in Houghton, Michigan. As a result of
the merger, Upper Peninsula Power Company ("UPPCO"),
UPEN's utility subsidiary, will become a subsidiary of WPSR:
The UPPCO service territory is indicated on a map on the
inside front cover of this report.

The merger is an important part of our growth strategy.
It will allow us to serve an additional 48,000 customers,
extend our service territory over a much larger portion of the
Upper Peninsula of Michigan, and provide opportunities for
future growth. Merger and integration activities are proceeding
as planned. UPEN shareholders approved the merger on
January 29, 1998. We anticipate completion of the merger
upon receipt of regulatory approvals expected during the
second half of 1998.

Kewaunee Plant Important for the Future ~ in June, the
Kewaunee Nuclear Power Plant ("Kewaunee") returned to

service after being off-line since late September 1996 for
refueling, routine maintenance, and repair of its two steam
generators. Kewaunee has operated well since its return to
service. The next refueling is scheduled for the fourth quarter
of 1998.

The repair of the steam generators may make continued G
operation of the plant possible for years to come; however,
replacement of the two steam generators is desirable if
Kewaunee is to maintain a record of high reliability and remain
in service until its operating license expires in 2013. An
application for replacement of the steam generators is pending
with the PSCW. Hearings were held earlier this year, and a
decision is expected in March.

WPSC is the operator and 41.2% owner of Kewaunee.
WPSC continues to discuss ownership of Kewaunee with its
co-owners, who currently do not favor steam generator
replacement. WPSC believes that nuclear power has a place in
its generation mix because nuclear power is safe,
environmentally friendly, and cost competitive.

Reliable Energy Supply Essential - The summer of 1997
provided a serious challenge to the reliability of the electric
system in the region. More than 5,000 megawatts of generating
capacity were unavailable for most of the summer as various
utility companies experienced a variety of problems. Thanks to

the efforts of WPSC's dedicated employees, Kewaunee was
returned to service before the greatest demands were placo

on WPSC's system, Pulliam Unit 3 was refurbished and




turned to service, and WPSC's system operated at full

city during the warmest portions of the summer months.
tomers who have chosen interruptible service experienced
only limited interruptions as a result of the need to provide
power to other utilities in Wisconsin who were experiencing
more severe energy supply problems.

We are working closely with Governor Thompson,
regulators, legislators, and other industry participants to ensure
that Wisconsin has an adequate supply of reliable power and
an enhanced transmission system for years to come. A reliable
energy supply is essential for growth in the region and the
growth of WPSR and its system companies.

Securing Additional Energy - WPSC is assured of a
reliable supply of electric power to support its continued

growth. During 1997, the PSCW authorized Polsky Energy
Corporation, an independent power producer, to build the
De Pere Energy Center ("Center”), a 179-megawatt peaking,
combustion turbine generating facility scheduled to be
operational in 1999. The Center will be converted to a
232-megawatt intermediate-load combined cycle operation at
WPSC's direction or after the fifth year of operation. WPSC
a 25-year contract to purchase capacity and energy from
Center. WPSC will furnish the natural gas fuel for the
facility.

Investment in the Future - During 1997, WPSC furthered
its growth strategy by making capital expenditures of

$72.2 million, including $15.5 million for expansion of its
natural gas distribution business. As part of the expansion,
WPSC acquired new gas franchises and added approximately
460 miles of new main. This brings total miles of new main
added during the past 5 years to 1,400, and the number of
new customers added during the same period, as a resuit of
these efforts, to 39,500.

Industry Restructuring to Focus on Customers -

Customer needs should drive restructuring of the electric and
gas utility industries. Federal legislators have introduced
several bills proposing changes on the nationa! level.
Legislative action could be forthcoming during the next year.
The PSCW continues to pursue changes that could lead to
retail open access by the year 2001. We play an active role in

federal, Wisconsin, and Michigan restructuring debates.

avor retail open access, the development of merchant

er plants, and the development of a regional independent
system operator who would coordinate the operation of the
electric transmission system. Our approach is to move

deliberately in bringing about change, because fair treatment
of customers and a level playing field for industry participants
are essential if restructuring is to be accomplished
successfully.

New Leadership - Patrick D. Schrickel became President
and Chief Operating Officer of WPSC on February 12, 1998.
He has served WPSR system companies in various capacities
for 31 years, most recently as Executive Vice President of
WPSR and WPSC. Additional promotions are highlighted on
page 43 of this report.

A Legacy to Build Upon - During the past year, three key
executives retired —Daniel A. Bollom, Chairman of the Board
and Chief Executive Officer for both WPSR and WPSC,
Richard A. Krueger, Senior Vice President-Sales and Marketing
for WPSC, and J. Gus Swoboda, Senior Vice President-
Human and Corporate Development for WPSC.

Mr. Bollom was instrumental in establishing the core values
of WPSR and leading its cultural change. He earned the
esteem of all who worked with him for being a champion of
human dignity, for his respect and trust of people, for his
strong support of improvements in education, and for his
unfailing optimism.

Collectively, these three gentlemen provided more than
100 years of dedicated service to WPSR system companies.
The success of our organization is tied closely to their
leadership. We wish them well in retirement.

Thank You - Your support is sincerely appreciated.

Rest assured, our employees are working diligently to ensure
our continued success in the new energy marketplace and to
provide shareholders with a fair return on their investment. On
December 31, our common stock closed at $33-13/16, a
substantial improvement over the 1997 low of $23-3/8.

We invite you to read this report, which describes our
strategic growth initiatives. These initiatives are the basis for
our confidence in the future.

7 ogons

Larry L. Weyers
Chairman, President, and
Chief Executive Officer

Sincerely,

February 12, 1998

WPS RESOURCES CORPORATION 3
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Helping Our Super Bowl Champions Avoid Another Ice Bowl

~ Customers with special needs.-deserve special
attention. Working closely withcustomersto —
solve their energy problems is at the heart of our
growth strategy.

The Green Bay Packers, Super Bowl XXXI
Champions, have unique energy needs. The
Packers play many late fall and early winter
football games at Lambeau Field. When the
temperature drops below freezing, field
conditions can be nothing short of miserable.

In 1997, Wisconsin Public Service Corporation

- -—worked-with-the-Packers.as-they. installed. a_new _

heating system that pumps water heated with

natural gas through miles of small tubes buried /\\
below the playing surface. Now, the natural turf is | |
always in good playing condition and the frozen U

tundra is a thing of the past. We are winners

when customers like the Green Bay Packers are

winners.




@WPSR System
Companies Are
Making Strategic
Growth A Reality

Competition is bringing sweeping changes to the
energy business. Exclusive franchises, traditional regulation,
restricted service territories, and limited product and service
offerings will no longer be characteristic of our business
environment. They are being replaced by competition,
modified regulation, geographic expansion, and a broad
array of new energy-related products and services. These
changes are prompted by customers who embrace a
strong free-market philosophy, the development of new
products and services, new approaches to energy pricing,
and more information on which to base energy choices. At
the same time, new technology and systems are being
developed to support this more complex marketplace.

Our growth strategy takes advantage of opportunities
presented by competition. For our companies, growth

eans meeting the needs of more customers with a
portfolio of innovative energy-related products and
services at competitive prices; providing challenging jobs
for employees; and rewarding shareholders with returns
that fairly compensate them for the new risks brought
about by competition. It also means working with
customers, other energy suppliers, regulators, and
legislators to create an environment characterized by
efficient markets and the infrastructure required for reliable
energy supplies.

Customer Focused

We are dedicated to providing our present customers
with the best value in energy and related products and
services. At the same time, we are also working diligently
to earn the business of new customers.

Our approach to working with customers is based
upon research that helps us understand how customers'
needs differ. With this knowledge, we can enhance
existing products and develop new products, services, and
pricing alternatives to satisfy customers' needs.

We also understand the mutual benefit of establishing
close working relationships with customers. Our executives
meet regularly with large customers in an effort to become

artners in meeting their business and energy needs.
hese meetings provide an opportunity to discuss industry
changes and to explain how new energy products and

services can benefit them. This dialogue results in
customers who are better informed and who can make
wise energy choices.

Our regulated and nonregulated companies serve a
wide variety of customers in both the retail and wholesale
sectors of the market. We serve homes, farms, large and
small businesses, and customers who resell power to their
customers. The accompanying pictures highlight a few of
our entertainment, education, and agribusiness customers.
We serve many other business customers, including paper
makers, foundries, insurance and health care providers,
food processors, and meat packers.

Our goal is to surpass customer expectations by
providing energy offerings characterized
by outstanding quality, service, and price.
This is what we must do to earn the
privilege of being our customers' energy
supplier of choice.

Alliances and Acquisitions

We are pursuing alliances that promise §
business growth.‘One such alliance began §
with Wisconsin Public Service Corporation «
("WPSC") providing electric dispatching and after-hours
call center services to Upper Peninsula Power Company
("UPPCOQ"). The success of this effort led to the proposed
merger of WPS Resources Corporation ("WPSR") and
Upper Peninsula Energy Corporation, the parent of
UPPCO. When the merger is completed (anticipated in the
second half of 1998), UPPCO will become a subsidiary of
WPSR. UPPCO serves approximately 48,000 customers in
a 4,460-square-mile portion of Upper Michigan. The
principal industries in UPPCQ's service area include forest
products, iron mining and processing, tourism, and small
manufacturing. We look forward to providing outstanding
service to these new customers.

In 1995, WPS Energy Services, Inc. ("ESI") acquired
Fuel Services Group, an Ohio-based company specializing
in marketing natural gas to commercial and industrial
customers in Ohio and a number of eastern states. As a
division of ESI, FSG Energy Services has made a
substantial contribution to our efforts in the nonregulated
marketplace. More recently, ES| assumed TexPar Energy,
Inc.’s retail natural gas customer and supplier contracts,
thereby providing new growth opportunities in lllinois.

We will continue to seek alliances, partnerships, and
acquisitions that enhance our ability to serve customers.
These relationships bring with them new people, new
ideas, and new resources which are essential to our
growth.

WPS RESOURCES CORPORATION 5



Customer Choices

Today, we provide customers with more choices to
meet their energy needs than ever before. While WPSC
provides customers in its service territory with natural gas
at regulated rates that are among the lowest in the region,
ESI offers natural gas customers a variety of nonregulated
pricing options. For example, some ESI customers choose

: i to purchase gas at current
market prices. Others prefer
fixed rates for a predetermined
period of time. Stil! others
choose a managed price option
<77\ which offers an opportunity to

\‘\ \:\\“,\‘ obtain gas at rates below current
1L market prices.

Residential customers also want more choices from
their local energy company. WPSC's residential customers
are able to participate in programs tailored to meet their
specific needs. Customers can choose to receive their
monthly bill on a specific date, to pay their bills by
electronic funds transfer, to receive a reduced rate for
shifting their electric use to less popular times of the day,
to equalize their payments using a budget payment plan,
and to further renewable energy research by purchasing
electricity under a "green-pricing" rate.

Growth Opportunities in Gas Distribution

WPSC continues to aggressively expand its natural
gas business by increasing efforts to obtain new
customers in existing gas service territories and by
acquiring new natural gas distribution franchises. During
the past 5 years, 39,500 new natural gas customers have
been added.

As we continue to seek growth opportunities in the
natural gas distribution business, gas supply is a concern.
Today, WPSC's franchise territory is served by only one
gas transmission provider—ANR Pipeline Company. During
the past year, plans were developed for the Viking
Voyageur project, which would transport Canadian gas
through Wisconsin to Northern lllinois. If completed, this
project will assure our customers of large volumes of
competitively priced natural gas.

Technology and Systems
New information systems, which provide for more

efficient handling of data, are necessary if we are to
compete successfully in today's markets. WPSC plans to
acquire new automated meter reading equipment to gather
more and different types of data than is possible with
present labor-intensive methods. A new customer
information system will process this data in a manner that
will better serve customers' needs.

6 WPS RESOURCES CORPORATION

At WPSC's generating facilities, steps are being taken
to improve the quality of the maintenance process. An
initiative is under way to acquire a software system that
will facilitate the collection of historic repair information,
assist in planning and scheduling maintenance work,
identify repair parts when necessary, and track
maintenance expenses.

ESI has developed hardware and software that make
it possible for customers to understand their energy
requirements and the supply alternatives available for
satisfying those needs. We are making it possible for our
customers to make wise choices and to take advantage of
the new energy products that are coming to market.
Recently, ESI also installed new systems to support
electric and gas trading and the management of risks
associated with these operations.

Internal Improvements

Competitive prices are a prerequisite for growth in
sales volume. Although the market is a major determinant
of price, cost is also an important part of the equation.
Electric generating costs at WPSC are among the lowest
in the industry due to WPSC's ability to burn large
quantities of low-cost, low-sulfur coal at its fossil-fueled
plants and to operate the Kewaunee Nuclear Power Plant
("Kewaunee") very efficiently.

Employees are improving their processes. The efforts
of the engineering and technical support clerical group at
Kewaunee, a self-directed team, is a good example.
Today, 4 employees support an engineering staff of 105.
Less than 3 years ago, it took 13 employees to support
140 engineers. While the engineering staff was reduced by
25%, the clerical staff was reduced by 70%, both through
reassignment. This is just one example of how teamwork,
improved work methods, and hard work have created
more efficient operations.

Employee development is required for our continued
success. WPSC has established learning centers that
provide educational counseling and the learning resources
necessary for employees to update old skills and learn
new skills. We are committed to providing employees with
first-class learning opportunities so they can advance their
skills and fill jobs that did not exist just a few years ago.

Our Competitive Advantages
To translate our plans for growth into actual growth,

we must capitalize on our competitive advantages.
Wisconsin Public Service Corporation's strengths
are the result of a history of wise management and hard
work by every employee. Thus, employees have an
appreciation for the effort necessary to grow in the new




Wisconsin Public Service Corporation
("WPSC") and WPS Energy Services, Inc, ("ESI")
are providing energy services that benefit

/—\preschoolers to graduate students and beyond.
) We believe the Milwaukee Public School

\/System made a wise choice when it decided to
purchase natural gas for 44 of its schools from
ESI. ESlis proud to ensure students a
comfortable environment in which to learn.

Providing Energy For A Positive Learning Environment

BRRTE R |

WPSC serves utility customers in
northeastern and central Wisconsin and a portion - Strategi
of Upper Michigan. ESI serves customers in
nonregulated markets from Massachusetts to
Wisconsin. ESI's principal operations are located
in inois, Michigan, Ohio, and Wisconsin.
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Partnering With Farmers To Help Them Be Successful

Wisconsin Public Service Corporation. . . thousand cows. With large herds, miiking has

1 A

("WPSC") has transformed to meet'th’e‘changing—become—a—24-houf:a:déy_'oper_étibh'_that uses

energy needs of its farm customers. large quantities of electricity and natural gas.
When Wisconsin became known as America's WPSC assists farmers with the design of systems

Dairyland, it was not unusual to find a successful  that will save energy and increase profitability.

dairy operation with a few dozen cows. Today, Pictured above is the computer-controlled

the most profitable dairy farms have anywhere milking partor on the 500-cow, 400-acre Soaring

from a few hundred to well in excess of a Eagle Dairy Farm in Newton, Wisconsin.




ompetitive environment. WPSC's accomplishments and
esulting competitive advantages include the following:

WPSC has the benefit of substantial customer
goodwill resulting from years of superior
customer service.

WPSC's financial strength is ranked among the
highest of all regulated utilities in the nation.
WPSC's workforce possesses a strong work
ethic.

WPSC has demonstrated that its electric and
gas systems can operate in a highly reliable
manner. Even during the tight electric supply
period of the past summer, WPSC's electric
system performed well.

WPSC's electric customers enjoy the lowest
rates in the region.

WPSC's electric generating costs are among
the lowest in the industry.

WPSC has low distribution maintenance
expenses and proven reliability as a result of
having one of the few electric distribution
systems in the nation operating at the higher
voltage of 24.9 kV.

WPSC's gas customers benefit from the lowest
natural gas rates of any Wisconsin utility in all
rate classes.

WPSC's gas mains are predominantly plastic
with a lesser amount of wrapped steel mains
still in use. The result is dramatically reduced
maintenance expenses compared with the
expenses incurred by companies with less
modern gas distribution systems.

WPSC is restructuring to form the business
units that will be required for continued
success.

WPS Energy Services, Inc. is eager for retail electric
access so that it can take advantage of the synergies that
result from providing for both the electric and gas needs of
customers. ESl's accomplishments and resulting
competitive advantages include the following:

ESI has an aggressive sales force, which has
been able to develop annual revenues of
$189.4 million since its founding in 1994.

ESI has expertise in both electric and gas
markets.

ESI designs energy products that meet the
needs of specific customers.

ESI provides energy choices that regulated
utilities are unable to furnish.

+ ESlis able to take advantage of the strategic
alliance between itself and its sister company,
WPS Power Development, Inc. ("PDI").

» ESI has special expertise in serving paper
manufacturers.

» ESI has developed technology that provides
customers with the information they need to
understand their energy consumption patterns
and supply alternatives. This allows customers
to optimize their energy purchase strategies.

» ESI possesses market trading and risk
management expertise and offers these
services to its customers.

WPS Power Development, Inc. possesses

the following competitive advantages:

* PDI's employees have broad experience
in construction, operations,
and maintenance for the power
generation industry. Areas
of expertise include cogeneration,
distributed generation, generation
from renewables, and generating
plant repowering projects.

+ PDI owns a two-thirds interest
in the Stoneman Power Plant
("Stoneman"), a 53-megawatt
merchant coal-fired steam
generating plant located in Cassville,
Wisconsin. Plans exist to redevelop Stoneman
as a 300-megawatt to 500-megawatt gas-fueled
generating facility.

+ PDl is able to take advantage of the strategic
alliance between itself and its sister company,
ESI. For example, ESI is marketing the
capacity and energy from Stoneman.

» PDl is also joint owner of a company that has
the technology to convert paper mill sludge to
lightweight aggregate.

Shareholder Value

A customer focus; successful alliances; new products,

services, and options; new customers; new energy

supplies; improved technology and new systems; process

improvements that reduce costs; and employee
development-brought together, constitute our growth
strategy. These powerful forces are at work to enhance

our competitive advantages and create greater value for

our shareholders.

WPS RESOURCES CORPORATION 9



° n

This report includes forward-looking statements within the meaning
of Section 21E of the Securities Exchange Act of 1934, as amended.
Although WPS Resources Corporation ("WPSR") believes that its
expectations are based on reasonable assumptions, no assurance can
be given that actual results may not differ materially from those in the
forward-looking statements included in this report for reasons that
include: the speed and degree to which competition enters the electric
and natural gas industries; state and federal legislative and regulatory
initiatives that increase competition, affect cost and investment
recovery, and have an impact on rate structures; the economic climate
and industrial, commercial, and residential growth in areas served by
Wisconsin Public Service Corporation and WPS Energy Services, Inc.
("ESI"); the weather and other natural phenomena; the timing and
extent of changes in commodity prices and interest rates; conditions
in the capital markets; and growth in opportunities for ESI and
WPS Power Development, Inc.

A forward-looking statement speaks only as of the date on which
such statement is made, and WPSR does not undertake to update any
forward-fooking statement to reflect events or circumstances after the
date on which such statement is made or to reflect the occurrence of
unanticipated events. New factors emerge from time to time, and it is
not possible for WPSR to predict all such factors, nor can it assess the
impact of each such factor or the extent to which any factor, or
combination of factors, may cause results to differ materially from
those contained in any forward-looking statement.

10 WPS RESOURCES CORPORATION

EARNINGS PER SHARE
1988-1997
Dollars

88 89 90 91 92 93 94 95 96 97

DIVIDEND PER SHARE
1988-1997
Doltars

88 89 90 91 92 93 94 95 98 97

0.50

0.00

CUMULATIVE TOTAL RETURN*
1988-1997
Dollars

88 89 90 91 92 93 84 65 96 97

$100 in nd 1987 and all
total return for the ten-year

C stock at y
period is equivalent toan average annual return of 11.9%.

()"




o VPS Resources Corporatro WPSR“) is a holdlng 8 L
N apany. Approxrmately 79%.and 95% of WPSR's 1997
‘revenues and assets,. respectrvely, and all of its'net i |ncome i
- are derived from Wisconisin Public Sérvide Cofporation .~
"WPSC") an electnc and gas utrllty -WPSR's wholly—owned
. subsidiaries.include WPSC; WPS Energy Services, Inc.-
("ESl“) and WPS Power Development lnc ("PDl")

jj_97 Commd with 1996 “.f“ SR
_’WPS Resources’ Corporatlon Overwew T
. ‘Revenues at WPSR lncreased from $858 3 mrllron in 1996
f to $878 3. mlllron in 1997 or2. 3% Net income |ncreased
-42. 3% from $47 8 mrlllon in 1996 to $53 7 million’i in 1997
: "Basic and d|luted earnlngs pef share |ncreased 12 5% from
S $2 00i in’ 1996 to $2; 25 in 1997 The prrmary reasons ‘for the :
vncrease in, earnrngs at WPSR were decreased operatlng and

) Earnrngs on comm tock of WRSC: were'$61 N p mrllron in
1997 and $57 3 mlllronun 1996; Nonregulated losses were g
f‘;l $7.9: mlllron in 1997 and $9--5‘mlll n"rn 1996 D PRt o
tconsm Publlc Servrce Corporatlon Overwew

\evenues at WPSC were $690. 5 mrllron rn 1997 compared,
~wrth $701 9 m|lllon in 1996 a decrease of 1 6% Earnlngs on -
common stock rncreased 7 5% from $57 3 mllllon in 1996 to :
‘,?_f.-‘.$61 6> mrlllon Jln 1997 The prrmary reasons for the' rncrease in
jearnrngs at WPSC were a decrease rn operatlng and s

{‘lncrease in the gas utrllty margln Offsettrng these rncreases |n
. .'i-‘earnrngs were a decrease in the electric’ utllrty margln an il
o RS frncrease in- deprematron and decommrssronrng expense 'nd

A +lan increase in mcome tax xpens e '
w -.“Electrlc Utllity Operatlonsv _

Electrlc margrns decreased $ }

o ; 'next column) or 6 2%, due to rmplementatlon ofa Publrc
.. - Service: Commrssron of Wrsconsrn ("PSCW" f tate- order whrch
E authonzed a $35 5 mlllron ‘or 8 1%, electrrc re'\/enuer reduct|on

: .,A second factor contrlbutlng to decreased margrns was
L :‘-_}lncreased replacement power costs as : ,result; T
e .T.outage at the Kewaunee Nuclear Power Plant ("Kewaunee")

: ;WPSC is; the operator and 41 2% o ner of Kewaunee A
‘f.surcharge authonzed by the: PSCW partlally offset rncreases in

" - . replacement power costs m the latter part'of the ﬁrst quarter O

L and in the second quarter of 1997

. Electrlc Margms ($000) 1997 r 1996 5

1 995

Revenes” - $479 388 $490 506 $489 ooo’fff;;; S
Fuel and.- ‘; “ oL
R purchased power - 153 414 143155 144 451.',':» S
g “..',Margrns i 8325974 $347351 $344, 549 5
' V;;Sales (kWh 000)- . ‘.‘5’ 11 259 327. 11 011 842 10 978 131

»,:'whlch authorlzed a $5.7. mllllon o 2:7%:

mlllron (see table at top of- s

n-e extended S

Electrrc productlon fuel expense lncreased $2:1

d'ue to |ncreased purchase reqmrements and h

.2%, due prlmarlly to rmplementatlo

r'evenues ,'

Commercral and rndustrralakWh sales rncreased 4 8%, whlle
wholesale KWh sales decreased 3. 4% Electrlc operatlng
K f revenues decreased $11 1 mlllron or 2 3%, d e prlmarlly to
: the electrrc rate decrease & g S
. ‘mllllon of
0% Nuclear fuel expense was $2 0 mrlllon lower than in:
'.1.996 due to decreased generatron at Kewaunee rn the first
and second quarters of 1997 asa result of an extended;
< outage Steam fuel expense was hrgher by $1 0 mrlhon" nd .
“;.T‘combustron turbrne generat|on expense was hlgher by
K $3 2 mrllron due to rncreased generatlon requrrements from
- these sources durlng the extended outage at Kewaunee* L
“. Purchased, .power expense increased’$8.1 mrlllon Of:¢ 1:6%,
|gher costs of
B purchased power dunng the ‘extended outage at Kewaunee
l»_ The PSCW allows WPSC to pass changes in the costof,
f fuel and purchased power wrthrn a specrf ied range on to rts
customers through g fuel adjustment tlause. WPSC is.” '
,rrequrred to ﬂle an applrcatron to adjust rates €ither hrgher o) #
'ower when costs are plus or: mrnus 2% from forecasted costs
- : . on an annual baS|s The addltronal fuel costs rn 1997 dld not
:=ma|ntenance expenses an mcrease 1n other mcome and an B o i W E

Ldf a. Pscw" rate brder
Increase ln gas

o Gas Marglns ($000) " ";"j' ‘ 1997 «195‘;6”""‘ B

S "-"19‘95‘ -

'l"Revenues o '$211 090 $211 357

: 'Purchase costs T 147,755 149 388,

$174 693
1116, 253 -

. Margins,. - _'-,$,__63,335 $.61,969

$ 58,440

' ';‘,Volume (Therms 000)"';‘;', - .ssé,o_QB NN

3 1666,598°

631,192




: Ga : operatlng revenues remalned relatlvely stable reﬂectlng 5 -

. : ,as'revenues also reﬂect a one-tlme reductlon of . =
$0 9'million i in. the first quarter of’ 1997 as a result of a PSCW
dlrectlve ‘to change the accountlng treatment for- previous
customer line extensnons This reductlon represents a -

ecrease of approxmately $ 02 per share after |ncome tax

,vdecreased demand as a result of the reductlon in heatmg
fdegree days The PSCW allows WPSC to pass changes ln the

tlng' expenses at WPSC decreased i ‘;‘-l
15 2% Cost savrng |n|t|at|ves and decreased

ne rate increase offsét: by as. 5% reductlon in heatlng degree"”«

Nonregulated operatlons also |nclude PDI whtch part|C|pates |n'v Lo

the development of electric’ generatlon pl’OjeCtS mvests m
generatlng pl‘OjeCtS and provrdes servrces to the electnc :




'1995 compared wrth $47 8 mllhon |n 1996 a decrease of :
‘Basrc and dlluted earnmgs per share were $2 32 in;

6 ' .
, creased $100 27 mllhon or 178 5%'.Nonregulated energy L
revenues pnmanly represent electn ‘and gasrsales made by :

hrgher unrt pnces Ue to gas co odlty market condltlons o

;Other operatlng revenues mcreased $1 _5_’. ""I_licn,‘ébr'f1_67~.3%,.

‘"'\wth Partlally oﬁ‘settlng these mcr’eases" as 'a decrease A,
onee benef t costs of approxmately $2 6 mllllon due to




as an offset to regulatory assets in- 1997 Investments and -

e other assets |ncreased $16. 7 m|ll|on as.a resuit of |ncreased

e prepald pension ; assets and-an |ncreased unreallzed galn on .
the nuclear decommlsslonlng ‘trast.” . .
Short-term notes ‘payable and commerctal paper decreased

$16 6 m|ll|on and $10 6 mllllon respectlvely, due to decreased ‘

_(.?operatlonal cash needs at WPSC and decreased notes .
'_ payable at. WPSR lnternally generated funds’ exceeded cash
requlrements at both WPSC and WPSR

: _' INANCIAL CONDIT!O
B ,lnternally generated funds exceeded WPSR's cash

- ,requlrements resultlng in the reductlon of short term B

T borrowmgs durtng 1997 Pretax mterest coverage was
& 48 tim s:,for the: 12 months ended December 31,1997 for -

, Duff & Phelps) and Aa2 (Moody s). .
: WPSC is restncted by a PSCW order to paylng normal

"loans to WPSR and its nonregulated substdlartes and from
guaranteelng their obltgattons A spectal common stock
ividen of'$10 O,mlllton was’ pald by WPSC to WPSR m
,~January ,1,997 The'spectal d|V|dend allowed WPSC s average

~ WPS RESOURCES CORPORATION

oas

e statement tmposes a strlcter crlterlon for»regulatory assets by

. requlrmg that such. assets be probable of future recovery at
o .each balance sheet’ date WPSR adopted th|s statement onz is T
) January 1, 1996: The adoptlon of this statement dld not; have’. S
‘- a matenal tmpact on’ the ﬁnanctal posmon or results of

‘No. 121 may impact WPSR in the future a8 competltl |
: -lnﬂuence wholesale ‘and. retatl prlctng in the electrlc and gas
: lndustrles and as regulatory pOlle regardtng recovery of
- stranded investment is developed ‘

'WPS ) WPSC S bond ratlngs are AA+ (Standard & Poors and B

,-'common stock leldends of. no more’ than’ 109% of the ; _j,
rev:ous years common stock dtv:dends w:thout prior nottce to.

» _the PSCW Also Wlsconsln Jaw prohlblts WPSC from maklng :
B permtts but does not- requtre companles to change thelr :

. y'accountlng for stock—based compensatlon The' statement also )
,requtres addlttonal dlsclosures WPSR has adopted only the A
‘»‘-dtsclosure provtsron of the statement and currently does not .
- prov:de slgnlflcant stock—based compensatlon e el
S n February 1997 ‘the:. Financial Accountlng Standards B@A‘ '
,; \(“FASB“) issued SFAS No 128, "Earnlngs Per Share " -This

statement establlshes standards for computtng and presentlng b
[ e earnings- per, < share Adoptlon of this- standard by WPSR at. -
208 :‘December 31, 1997 had no lmpact on the presentatton of .

= .i"'earntngs per share as bastc and dlluted earntngs per share
= are |dent|cal to prevtously reported earnlngs per. share

; ;Comprehenstve Ingome, "“which- establlshes standards fo

components of: revenues expensesJ galns andflosses ;

, .about Segments of an Enterpnse and Related lnformatton :
. This’ statement establlshes standards for- reporttng |nformatton
- about operatlng segments and is effectlve for perlods R
’ beglnnlng after’ Iecember 15 1997 WPSR ‘witl be adoptln "
‘the requ:rements -of thlS statement at year-end 1998 and has

not yet determtned the segments Wthh will: be d|sclosed

Y year‘"p'eriod Trusted‘preferred stock may be issUed on behalf” - - -
- of WPSR in.1998 to reduce short-term borrowtng S e

‘Investment expendltures for nonregulated prOJects are . -

E 'uncertaln since. there are no materlal firm commttments at th|s L
- time. Debt f|nanclng for. most nonregulated prOJects |s Sy
' expected ‘to be ona nonrecourse bas|s '

 Statement of Flnanclal Accountlng Standards ,iFAS“) :
No 1217 "Accounttng for the lmpalrment of Long leed Assets
to be Dlsposed of " became effectlve in’ March 1995 ThlS

SFAS No. 123, "Accounttng for Stock Based 0
Compensatton became effectlve |n 1996. ThlS statement

2 In’June*1997, the FASB issued SFAS No. 130 "Reportmg

'reportlng and dlsplay of comprehens:ve mcome and its”"

‘~-v'On July 10 1997 WPSR announced a merger agreement

¥




_RC") (2) approval by the SEC under the Pubhc Utlhty 'ontract The employees contlnue to work wrthout a contract ‘
'Holdlng Company Act of. 1935 (3) the explratlon or . WPSR has completed an |n|t|al assessmentof the |mpact of:"._
termmatlon of the waltmg penod apphcable to the merge' g ic i N

WhICh are attemptlng tos form ISO




expenenced |n eastern W'sconsm dunng th|s past spnng and

JER RN

. and made recommendatlons on how to’ lmprove the’ i
effectlveness of the state s ut|l|ty regulatory process WPSC
partlmpated in the development of thie Gtility report The",
Governor |s expected to make energy“supply and regulatory
recommendauons based on the reports

addressmg gas restructunng |ssues mcludmg unbundllng of
rates prlcmg of contracted serwces |n potentlal utlllty bypass

Management beheves that all costs lncurred for addltlonal

compllance will be recoverable in future customer rates ]
-On March 15, 1996 WPSC t’ led an appllcatlon wrth the

PSCW for permrssnon to replace the Kewaunee steam




rEnded December 31 (Thousands except share amounts) 2l ,‘»7 ' 4997 7 . S ‘19‘9,6 i - ST

peratlng revenues 3 R R L ‘ . o '. e
Electric Utility - ' * .~ - 7. o LTl ' e $490 506; o

Gas.utility: < L e et 3 f ~ 211,367 o

Nonregulated energy and other Lo ey 87,8 L 156 391.‘ Do

v":A.»TotaI operatmg revenues - " -_2_1'{; 78,34 RRE 4858,254;*:3; et

Operatlng expenses R TR A S MR
_Electric production fuels 'A I S R : 105 418.
--Puféhased power ~ .. . v j’;.‘:. Bie e A EERE R 37737 T
~Gas purchased forresale-* <~ . - e LT T r141,788 7 T 2149388
: Nonregulated energy cost-of sales - T L SIS T 182,863% 0 T Ly 455433, 7 °
" Other operatmg expenses PO T.in 148,569 S0 - 168905 | °
- Maintenarice: ; e e o . i ) S
" Depreciation and decommlsswnlng
Taxes other than |ncome L

139
(1 084)

(945)

~some before |nterest expense R NP T Te 7 R f:r'v'99876 -

Arest on Iong-term debt - ,A.f.: o "?%,’;5'("'.‘ s ‘“:‘:T,A :.";.', ':-"- i '21 532
Otherlnterest BRI o PRt : : S

. Income taxes
"‘M|nor|ty |nterest Sy
Preferred stock d|V|dends of subs|d|ary

,311 794
(45; 662)

‘ “$319 654

Baslc and dlluted earnmgs
-per average share of common 'stock
D|V|dend per share of common stock

The' gccompanylng 'notes are.an_vm‘tegral part _oﬁ these state:me’nt‘s.f :







Preferred stock of subsrdrary wrth no mandatory redemptron‘
Long-term debt




‘.Common stock equ1ty
Common stock, $1 par value; 100 000 000 shares authonzed

: Premlum on capltal stock
Retalned earnings
Shares in deferred. compensatzon trust, 33 430 and 14,223 shares at an average

. cost-of: $28 44 and $31.16 per share at December 31, 1997 and 1996 respectlvely

' ESOP loan guarantees

$ 23 897
145,021
319 654 :

Total common stock equrty

Preferred stock W|sconsm Public Service Corporatlon
. Cumulatlve $100° par value, 1, 000,000 shares authorlzed
' w:th no mandatory redemptlon -
- Seties -, - .Shares Outstanu

500%., C A8, 000

504%' T 30,000

5 08% . 50,000 -

6.76%: .- . 150,000

688%» . .. 150,000

_53 100"
50 ooo

284 175

o P .

Total capltallzatlon‘ :




Ended December 31 (Thousands) e

0
-Cash flows from operatmg actnvmes
Net |ncome ! :

operatmg actlvmes »

.Deprecratlon and decommlssmnlng

-AmortiZation. of nuclear fuel and other

“Deferred income taxes } :

’Investment tax credlt restored e

’Allowance for equrty funds used dunng constructlon "
" Perision income - IR

Postretirement I|ab|I|ty TN

eferred demand srde management expendltures

I.Other net

'Changes in Ce

.Customer and: other recelvables
“ "Acerued utility. revenues

_Fossil fuel |nventory

Accounts payable
N Accrued taxes - . . :
Envrronmental remedlatlon msurance recovery
Gas refunds ' .

12,374

(318)

65178' -

- )v-:;,’. $47’755 IS

28 691 I T

(7715)'*'1.'

(1778)‘:'5’“" S

*(i30) ..
(42.413) 7

7450,

(27666)'}1{?‘?‘

2 200..
ATT.

”'(6250) SRR
7,954 -

;( 9911). "
29 048, -

“(304). 7 LT

200"

(6175L{- T

142 941

structlon ‘of utlllty plant and nuclear fuel expendntures
Archase of other- property and equment )
Decommrss:onlng fundlng et ;
Purchase of investments and acqursatlons
Proceeds from sale of nonutrllty property
Other L S S

(58 258)
. (2,030)

(16 059) o

6255
’ (js)

. ‘..

£ 116,204 L

(84750) f

(16431)

13253

o 089)

7(8181)
' 10217)
229
7 485

: ‘et cash used for mvestmg actlvmes

(99199

Cash flows from (used for) fmancmg actlvrtles
Redemptlon of: first’ mortgage bonds :
Issuance of notes payable o

Redemptlon of notes payable

Issuance of other Iong-term debt

Issuance of commercral paper

Redemptlon of. commercral paper

Cash leldends on-comm: n'stock RREA
Purchase of deferred compensatron stock

(70 650 '

- (711 184) -
(45882) A

(508)

I44926) :

(443)

- 51,500°
1(525500) .

-Net cash used for fmancmg actlvmes

(71 845)

(5523)

"Net- |ncrease (decrease) m*cash and equlvalents

T (555

Cash and equwalents at begmmng of year

6, 533 S "

43467

Cash‘and equlvalents at en of‘year

Cash pald dunng year for

‘Interest less amount capltalazed

. Income taxes.. . "z, -

fPreferred stock leldends of subsrdlary

, ’“her mformatron
,tructlon and nuclear fuel expendltures
.1cludlng accruals allowance. for funds used dunng
constructlon and customercontrlbutrons o

$ 21 983‘

~31735
311

$ 6533"

; 34 300“‘
‘ 3111;




'itoryE‘WPSR,‘élsd
| Iectrlc marketlng and energy related N




i‘rem val cost less saIvage are charged to the accumulated“
i provrsron for deprematron :Malntenancerand repalrrcosts and
i 'replacement and renewal co“ s assocrated wrth rtem 5-not:
" qu ‘ahfylng as units of property are generallw sharged.to
operatlng expense - : Jo »
’ Nonutrllty property and ,onregulated property follow a”

<o -similar. pOlle except that: gams and losses are recogmzed in
= cconnectron with retlrements : :

(h) Deprecratron—Stralght-I|n composrte deprematron

;:”_;_expense is. recorded over the- estlmated useful life’ of - utlllty ‘
: property and: mcludes estlmated salvage and cost- of removal.,

,Except for the Kewaunee Nuclear Power Plant ("Kewaunee“)

LongtL ed Assets to be Drsposed of: SFAS No. 127
requrres that long lrved assets and certaln |dentrf able”

electnc productron fuel expense based on the quantlty ( f heat.
produced for the generatron of' ele nc en rgy: by Kewa Ine

;",’Cost, amortlzed 0 electnc fuel expense (Wthh assumeAno’

salvage values for uranlum and plutonlum) |nclude an amount

o for. ultlmate dlsposal and are recovered through curren i
) 'customer rates As requrred by the Nuclear Waste Pollcy Act ;
"6f319'8'2,',a‘.contract has

: ::Department of Energy ( OE") for the ultlmate storage o the

éen: srgned wrth the Umted States

fuel and quarterly payments based‘on generatron" are ade ‘




3 "’lnvestments ‘Wlth an orlgmal matunty of three months or: Iess to

ecommlssmnlng The nonqua ified trust

mvestments deS|gnated to: pay- ihcome: taxes when, unreallzed

ga|ns ‘become. realized: are classmed as other assets JAn

) offsettlng regulatory llabllrty reﬂects the’ expected reductron rn R,
future rates as unreallzed gams ln the nonquallf ed trust are

i (l) fICash and- Equlv »Ients-—WPSR consrders short-term

A ustomer -Recelvables—WPSR accrues
revenues related to electrlc and gas servnce ricludlng
estlmated amounts for service rendered but not brlled

Automatlc fuel adjustment clauses are used for FERC _", _7 B
‘ wholesale electnc and. Mrchrgan Publrc Service. Commlssron )
(“MPSC") retall electnc port|ons of WPSC‘s busmess The’ K

PSCW retall electrlc portlon of the’ busmess uses- a' cost
varlance range’ approach Th|s range is based ona specrﬂc
estlmated fuel: cost for the forecast ‘year.. 1t WPSC s actual fuel
‘costs fall outsrde thrs range a hearrng may be held" and an =
ad)ustment to future rates” may result ‘WPSC has a. purchased
gas adjustment clause " PGAC") Wthh allows it to’ pass
changes in the ‘cost of gas purchased from its suppllers onto
. system gas customers subject to; PSCW and MPSC revrew .
- The contmued use ofa PGAC for all Wlsconsm utllltles has
been reexamlned by the PSCW and utllltles were glven the .
chorce between' contlnumg under a. modified one-for-one gas

- cost recovery plan‘or swrtchlng to an incentive gas cost

_recovery mechamsm WPSC has applred for a modlﬁed
one-for-one gas. cost recovery plan which is similarto.cost
recovery under the exrstlng PGAC. lmplementatlon of the

" modifi ed one-for-one .gas cost recovery plan is expected |n 4
_ November 1998, 0 - : .-

WPSC is requrred to provrde service and grant credrt to.. i
customers within its service terntory and is precluded from .

- discontinuing service to residential customers dunng certain

penods of the year 'WPSC contmually rewews |ts customers

24 | WPS.R.ESFOURCES_GORPORATION‘ E

fo owmg regulatory assets and llabrl|t|es were reﬂected in the
: Consolldated Balance Sheets as- of December 31 '

As of December 31 1997 the majorlty of WPSC s regulatory
‘assets are being recovered through rates charged to
customers'over., perlods ranglng from two' to ten years.
Carryrng costs for-all regulatory assets: are belng recovered
except for those associated with enwronmental costs. Based
on prior. and current- rate treatment of such costs, management
believes it is probable that WPSC will contlnue to recover from
ratepayers the regulatory assets described above. - ) -

See notes 7 and 8 for specific.information on pension a e
deferred tax fegulatory liabilities. See note 9 for- mformatlo"
envrronmental remedlatlon deferred costs c e



‘~'.,'7Wes't'.lt;1.ar‘in§_9:‘tte>~:;" L Columb/a
¥ UnitNo. 33 3 .. Energy Center_




‘ awas funded through short term borrowrngs The repurchase o
remlum and the u’namortlzed dlscount from the onglnal lssue

AL December 31, 1997 WPSR had $318 6 mllllon of

retalned earnlngs avallable for' d|V|dends WPSC |s restrlct'
by a PSCW order to paylng normal common stock dIV den

prohrblts WPSC from malglng loans 'to WPSR C
sub3|d|ar|es and from gua'ra' feein ‘ heir obllgatlons _In

January 1997 WPSC pard to WPéR a'specral common

Cash and cash equrvalents
Energy conservatlon Ioans
Nuclear decommrssromng
o \,trusts - tility planit. :
Nuclear decommlssmnmg

*Notes payable

'Commermal paper i

ESOP loan guarantees

Long-term debt-~

'Preferred stock e
. Gas commodlty mstrumentsi ,'}_,_':' S




ta

1 996

on—vested beneflt obhgatlo’rr, '

fi$(218 541)

_ $(189097)

(10213)

N

' Total actuarlal present value« .

(13 112)

;,(231 653) " ,

(199310)

g (29671<1) L

488,555

( 252 268)
429 948

(16 526)

.:177;680 .
(121,066")

- (19991)

. Serwce cost
.'Interest cost'

“48, 211
( 73,242)

'Expected Iong-term return ori mvestment
-’Average ‘rate for future salary mcreases




otes to Consolidated inancial Statements o t

Fully«ellglblesacktlve pla
“Other,

iy










mount,. approxumately $1. 5 mrlhon has been spent to date
Management belleves that cleanup costs net of |nsurance <

cleanup expendltures W|Il be recoverable in current and future
customer rates WPSC has recelved $12 6. mllllon in: msurance
ecovenes WhICh have been recorded as a reductlon |n the

t’ nanC|aI data for the year ended December 3, 1997 Th 3
fi nancral data should be read |n conjunctlon)wnt~

L. cel Comblned
(as reported) Tt (as reported) CoLn (unaudlted)

| 8783407 : $ 60104 '?"41;5$ 938444
§ s . .78, 755800

" Basic: and" diliited earnmgs per: share . Lol 78226 7 £-$210°
_'Assets at: December 31 1997 X P $1 299 602 . .7 1.7 '$136,844, :$1,435, 804 -
ST o & 304008, - -$743,00 i 8 347015A




EIectrlc Utlllty

' Operatmg revenues f

“ Operatmg expenses -

Operatlon and mamtenance
DepreC|at|on

$479 388

294 897
68,469,
23,024.

Other taxes

' "vséé'a"e'o By

[

492, 506

$- 92 998

$ 18, 534_’ ‘

$(11 493)

‘ Identlf able: assets (a)

$906 198

$235 490 :

- $ 65 648

N

Asset ':not allocated (b)

Operatlng revenues %
Operatlng expenses

'Constructwn and nuclear fuel

> expendltures mcludmg AF D




“$ 263 01 3
$ 33 270

‘ Averag4ev number of shares of common stock
N Basnc and dlluted eammgs per share

$181 628
$- 20 606
$ 10120




‘tanda' s: reqmre that we plan and perform the audlt

o obtaln reasonable assurance about whether the




6nsolidatedx$tatements -of Income'« -

ey

R ' . e
Year Ended December 31 (Thousands except share amounts) ’

_$~‘L.

B Operatmg revenues T e H
=, Electric utility. ™ L s Ctet DT '$479,388 $490 506 “$489 ooo,;:.
““Gas utility - y e el T 211,000 7T 211,357 : T
,Nonregulated energy and other Tel e 187, 862. L B 156,39 ,5655_6,155, -

~,Tota| operatmg revenues ST e s 878 3404“ s 4 719848 ::_:' ” " 680632

"'Operatlng expenses St e e LT MR i T Lo Lo S P
Electric. productlon fuels Ll e 107 538""’" " . 104,858 -~ 411,011 ¢ 114,051 .,
‘Purchased:power . =~ UL e T 48 876 31T 39,593+ -.".:-38,631 .- -1 .30;703%
‘Gas purchased.for resale,, AT AN S -147,755° 149,388 .~ . 116,253 . " 126,351 - ~133'347 o
~Nonregulated-energy cost of sales LT 01182,863 Y 455133 -t 53,083 © ' “10,663. .
‘Othier operating. expenses S e 148,569 ' 168,905 . - 154,445 " 148, { L 148 270;
Maintenance . .. = o - 41,661 = .. 48806..° :50,761.. .. 49,983 51,5977
fleprematlon and decomm|SS|onmg S 77,5410 o 65178 . 65827, <. .~ 60,609
S T e Aae 26868 ,jf': 25921_“- : 25204-;;

T 978,254, 757433 -‘»fi_611 441 567984 563781

'ﬂ'-‘,idi),o'ss ‘ 100 821 1_7108 407:3‘-;'-".‘ ‘5,’1'65,é‘i1f:f‘

44732"?' ' j4.~ ‘ s
4581' )

v,11_o;392"97 120494

;_25,6007",-"-- 25395 ;

’ “'--.l"f74,fs;7;é‘ i ‘
24,358,
(348)
31T

$ 47 755

; .':Basm and d|Iuted earnlngs )
T “per average shate of common stock
A‘..:Drvrdend per share of common stock

WPS RESOURCES CORPORATION




Fmanmal Statlstlcs

‘Ut|||ty plant
Electrlc

$1,513,310..

252,020,

Total
, Less Accumulated deprematlon and

768350

" -'1 ,632,-1‘49.; ;,

3 decommnssronlng

733 190
134, 108




Stock pnce )
“Book valye:. per share L
Return on average equrty

$ 33"/16
$20 00.
11 3%
123704
/2,486

Conirnon eqity-inc

Preferred stock .




,ISCONSlN PUBLIC SERVICE CORPORATION

_-Operatmg revenues (Thousands) ~~ . : R S g

: Residential and farm’ RS = $163,766 - $169,587 | $168 391 - $163,381.
:Small commercial and industrial " - T 0 138,949 © 144,055~ 140,280 137323
~'Large commercial and industrial ~ - . Co 1203120 - - 1189977 T 117978 oo 1181217

: Resaleand-other "~ .. .7 . o - 56,361 '_ 57,867 .. 62351 <. .: 61991 7.

-_'-Total ?':T-' S ee e 70 - $479,388)  -$490,506. . ,$4§;9,ooo;rf - $480,816. $493 256{’ :

E K|Iowatt -hour sales (Thousands) Lot T e e e T e S ML
" Résidential andfarm”-.~ - " . . . .~.2565432 . 2570397 '-'2 548 373 ; "-2,406,479.'* . 2349 307 -
/- Small commercial-and |ndustr|al' - .- - . 12,876,832° 2,761,278 . " 2672, 359 .2,555,488 .. 2;

- ‘Large commercial andr’ndustrlal o LT 3,943,275 3744153,'- 3,644,764 - ~*3 468,390

-_*Resale and other e s T4 8737887 11,936,014, 2,112,635 7 2,124,660,

.Total R ,' L sl 11,259,327 ".“1.1,011_342" 10,978,131 ,10,552,,01,7

; Customers served (Endofper/od)‘ R LT ks 8 S T U TPRN N SR A I
‘Residential and.farm. . o 1334134 328 522X 322550 . 316,442 - . 310
~.Small commercial and industrial - ~ . 39 400 ;" 38376 | - -37455 . 0.36491 . . ‘3
Large commercial and-industrial - . 7 -0 % C 197 F-188 ... 70 - ~1_64"'?,
_wResaIe and other LT 5. 826 - L0 48020 - T96
R A A ) 4,56 892 7 -'360,977 . . .353,893 "

7605 " ‘_ ‘mé‘z” SRR vy
or, 72995, 72,3260 7 708317 . €
21 606 984 22 115 491 21 824 937 - 22',091,659'. . 24

mall commermal and mdustna R
arge commermal and lndustnal.'; e T

R *.1325400 1325’400 1318300 .

©213,800: "1 216,700 -215,100 -

o 53100, 52900 .. 53,400. .

1 208,600 - 201,200, ;
42007 1 4240 L 14,240
27,950 T ¢ 26,400, 126,400

__,1819 sao 1832,350,\ 1,833120° 1818640

Tt

8,213,518 0 ! 7956 378 7428612 "»764'7‘51'1;1;’-?::
: ‘ 973,485 " 1,305,751 ‘;1-- 1,564,268 ° .1,
" “Hydrailic S ET351,084 0 359,750 . 306,104 5.k
Purchases and other A . 2327338 2050762 - 2310399 .. 2.243.021

" 11,865,371 ~J1,67_2,641 ‘ ,_.-'11”;669,‘330.' U1,214152° 7 07 T2, 76

ean fuel ¢osts :
4 (Cents per m/lhon Btu) P
B *-‘,1'10 124
v, 43, 174" .46, 674 49
. ~103 093 105 439 ) 106 320

1607 ooo 1591 ooo ""_-’1670 ooo




ReSIdentuaI 't B
Small commercral and mdustnal

$122 782
28, 790
53,517

S 190,310°

$364 500

3$ézésﬁ5Ef'"{

Therms dellvered (Thousands)

Residential*- PSR A
Small commercnal and |ndustr|al T

Large commercnal«and mdustnal

. -'~$390,399

1202 Vssé"'

%.43,056

127232

46 614

‘142,033 . ¢
.527069 ,-

42,600 °
~ 129,494

Total therm sales R

;595 154
Lo 067, 900

932679.."
os1279

294 372

,,668 618~:‘-f.'.'.f "308.8:

_Transportatlon

_ 241 531.."0.

- 1,238,014

PR

- 1, 183 958

N
5

$1 22 782

23,790

o 53,517

i 11 001

122,392

B5211

11 530

ta
&

°f$1zézé4‘” J

‘47 627

(2 865) » i;

$104 020
18 586,
- 45,11 5.
14*337 4

: 1’10 5‘4'11

;;; 47091
" 9490°

$211 090 -

$ 174 693

’ Small;commercna:and mdustrlal -
Large commermal and |ndustr|a

‘;i27 132

21 148

$211 357

$182 058 i

342,600 _»_4:«.“,

- 129,494 ::

L A5a15 e o

l‘-$ 1 87,37.6_-

' 393 894

" 389,661

- 35’%’6?2““

v25L279-‘;;

IR l'; 666,598 "

£ 241,531 ¢

63’ 192‘-

: : 234 149
. "585 821

BT

Average annual‘ ‘ ,
Resndentlal.

'Large commermal and lndustnal

" rage therm pnce (Cents)

)dentlal o

qall commermal and |ndustnalv
ALarge commermal and- lndustnal

»




2hareholderinformation

Executlve Offlce ! :
o ‘Shareholders who have questlons

Telephone 'about thelr stock holdlngs can contac :

920-433-4901

Street Address:
- 700 North Adams Street
. Green Bay, W| 54301

: Mailing Address:

WPS Resources Corporation
P. 0. Box 19001

"‘Green Bay, Wi 54307-9001

FaCS|m|Ie
,-20'433'152-6‘
Intcrnet A'ddre_s_sf
ttp;//www.wpsr.com -

I

3 896 962 sha

: at the Executive Office.
mallmg address-or- By calhng
920 433 144
Stock Exchange Llstlngs
New York Stock Exchange
Chicago_'StocK'Exchange-‘

“Ticker Symbol: WPS' © . . November30
Listing Abbreviation: ‘WPS Res ‘







A. Dean Arganbright Michael S. Ariens Richard A. Bemis Daniel A. Bollom

(Age 67) (Age 66) (Age 56) (Age 61)

Oshkosh, Wisconsin Brillion, Wisconsin Sheboygan, Wisconsin Green Bay, Wisconsin
Retired Chairman, President, Chairman President and ’ Retired Chairman and

and Chief Executive Officer Ariens Company Chief Executive Officer - Chief Executive Officer
Wisconsin National Life (Director since 1974) Bemis Manufacturing WPS Resources Corporation
Insurance Company Company Wisconsin Public Service
(Director since 1972) (Director since 1983) Corporation

(Director since 1989)

Sister M. Lois Bush, SSM Robert C. Gallagher Kathryn M. Hasselblad- James L. Kemerling

(Age 53) (Age 59) Pascale (Age 58)
Milwaukee, Wisconsin Green Bay, Wisconsin (Age 49) Wausau, Wisconsin
Chief Executive Officer Chairman and Green Bay, Wisconsin Consultant
Ministry Health Care, Inc. Chief Executive Officer Managing Partner JLK Il
(Director since 1993) Associated Bank, Green Bay Hasselblad Machine (Director since 1988)
Vice Chairman Company, LLP
Associated Banc-Corp (Director since 1987)

(Director since 1992)

Larry L. Weyers
(Age 52)

Green Bay, Wisconsin
Chairman, President, and Chief Executive Officer

WPS Resources Corporation
Chairman and Chief Executive Officer
* Directors of WPS Resources Corporation are also Wisconsin Public Service Corporation
Directors of Wisconsin Public Service Corporation. (Director since 1996)
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’Q
WPS Resources Corporation

arry L. Weyers
Chairman, President, and
Chief Executive Officer ***
Age 52/Years of service 12

Patrick D. Schrickel
Executive Vice President

Age 53/Years of service 31

Phillip M. Mikuisky
Senior Vice President-
Development ***

Age 49/Years of service 26

Daniel P. Bittner

Vice President and

Chief Financial Officer

Age 54/Years of service 32

Richard E. James

Vice President-

Corporate Planning

Age 44/Years of service 22

Thomas P. Meinz
Vice President-Public Affairs ***
Age 51/Years of service 28

Bernard J. Tremi
Vice President-
Human Resources
Age 48/Years of service 25

Gien R. Schwalbach

Assistant Vice President-
orporate Planning
JAge 52/Years of service 29

Francis J. Kicsar
Secretary
Age 58/Years of service 31

Ralph G. Baeten
Treasurer
Age 54/Years of service 27

Diane L. Ford

Controller and

Chief Accounting Officer
Age 44/Years of service 22

ki

George R. Wiesner
Assistant Controller
Age 40/Years of Service 13

Officers anc

Wisconsin Public Service Corporation

Larry L. Weyers
Chairman and

Chief Executive Officer ***
Age 52/Years of service 12

Patrick D. Schrickel
President and

Chief Operating Officer ***
Age 53/Years of service 31

Danietl P. Bittner

Senior Vice President-
Finance and Corporate
Services

Age 54/Years of service 32

Clark R. Steinhardt
Senior Vice President-
Nuclear Power

Age 56/Years of service 30

Ralph G. Baeten
Vice President-Treasurer
Age 54/Years of service 27

Thomas P. Meinz
Vice President-Public Affairs ***
Age 51/Years of service 28

Wayne J. Peterson

Vice President-Distribution and
Customer Service ***

Age 39/Years of service 15

Bernard J. Trem!

Vice President-

Human Resources

Age 48/Years of service 25

David W. Schonke

Assistant Vice President-
Electric Distribution Engineering
Age 64/Years of service 35

Francis J. Kicsar
Secretary
Age 58/Years of service 31

Diane L. Ford
Controller
Age 44/Years of service 22

WPS::
SERVIC e

"Phillip M. Mikulsky

President and
Chief Executive Officer
Age 49/Years of service 26

Darreil W. Bragg
Vice President
Age 38/Years of service 2

Mark A. Radtke
Vice President
Age 36/Years of service 14

*  Employee of WPS Resources Corporation.
Employee of WPS Energy Services, Inc.

Title change effective February 12, 1998.

l Leadership Staff members are employees of Wisconsin Public

Service Corporation, except as indicated.

FSG Energy Services is a division of WPS Energy Services, Inc.

Years of service take into consideration service with
WPS Resources Corporation or a system company.

eadership Staff

Larry L. Weyers
Vice President
Age 52/Years of service 12

Francis J. Kicsar
Secretary
Age 58/Years of service 31

Ralph G. Baeten
Treasurer
Age 54/Years of service 27

o POWER
DEVELOPMENT

Larry L. Weyers

President and

Chief Executive Officer
Age 52/Years of service 12

Phillip M. Mikulsky
Vice President
Age 49/Years of service 26

Gerald L. Mroczkowski
Vice President
Age 52/Years of service 29

Patrick D. Schricke!
Vice President
Age 53/Years of service 31

Francis J. Kicsar
Secretary
Age 58/Years of service 31

Ralph G. Baeten
Treasurer
Age 54/Years of service 27

Leadership Staff

William L. Bourbonnais, Jr.
Manager-Rates and Economic
Evaluation

Age 52/Years of service 29

Donald R. Carlson
Manager-Energy Supply and
Control

Age 47/Years of service 22

Michael W. Charles
Manager-System Planning and
Licensing

Age 48/Years of service 20

Kenneth H. Evers
Manager-Nuclear Plant Support
Services

Age 52/Years of service 24

Ronald K. Grosse
Manager-Customer Accounts
Age 54/Years of service 32

David W. Harpole *
Manager-Power Plant Design
and Construction

Age 42/Years of service 20

Charles K. Heidemann
Manager-Western Region
Age 57/Years of service 34

Terry P. Jensky
Manager-Pulliam Plant
Age 44/Years of service 20

Bradiey A. Johnson *
Corporate Planning Executive
Age 43/Years of service 18

Jerry A. Johnson
Manager-information Services
Age 48/Years of service 25

Randall G. Johnson
Manager-Corporate
Transformation

Age 50/Years of service 27

Paul J. Liegeois

General Manager-Marketing
and Business Development
Age 47/Years of service 24

Dennis J. Maki
Manager-Weston Plant
Age 49/Years of service 27

Mark L. Marchi
Manager-Nuclear Business
Group

Age 50/Years of service 22

Betty J. Merlina **
Director-Ohio Operations,
FSG Energy Services
Age 37/Years of service 2

Dale N. Miller
Manager-Eastern Region
Age 52/Years of service 27

Edward N. Newman
Director-Environmental
Services

Age 55/Years of service 23

Dale M. Quinn
Manager-Substation and
Transmission

Age 52/Years of service 26

Jack C. Rasmussen
Manager-Purchasing and
Stores

Age 50/Years of service 27

Daniet J. Ropson
Manager-Engineering and
Technical Support

Age 48/Years of service 25

Walter G. Sandberg
Mariager-Public Affairs
Age 62/Years of service 19

Charles A: Schrock
Manager-Kewaunee Plant
Age 44/Years of service 18

Jacqueline S. Seghi **
Director-Michigan Operations
Age 33/Years of service 1

Peter J. Van Beek
Manager-Central Region
Age 52/Years of service 29

Daniel J. Verbanac **
Director-Technology
Development and
Implementation

Age 34/Years of service 13
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Corporate Office
700 North Adams Street
Green Bay, WI 54301

Mailing Address
P.O. Box 19001
Green Bay, W! 54307-9001

Internet Address
http://www.wpsr.com

The front cover includes a photograph of the cow barn
at the Siemers Holstein Farm, Inc. near Cleveland,
Wisconsin. Pages 8 and 9 include photographs taken

at the Soaring Eagle Dairy, LLP in Newton, Wisconsin.

Both farms are customers of Wisconsin Public Service
Corporation. We appreciate their business and their

cooperation in allowing us to photograph their facilities.

' __The.coverphotograpfiof Lambeau Field and the

Green Bay Packer photography on page 4 are the
work of Mr. Vernon Biever of Port Washington,
Wisconsin.

&= WPS Resources Corporation is proud of its
*  commitment to the environment. This report is
printed on recycled paper with soy-based ink.
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Constraction cranes dominated the

downtown Madison skvline o 1997,

signs of arobust local cconomy.
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mcOe.

The Cover

Countents

:

Che six matjor hrildivs frojects that afpear i this vicio of doiontoien
Madisind prom et Moo total more than 3225 matlion. Several
ather signéfucant constracion projects totafling nealy 374 mddtun got
tnder geay in Dane Connty during the yean Busineses invested mone
thar 32 bilthose in wewe conmercial and industiial constraction in
Dane Comdy betwocen 19K and TO97 MCE actively sapfroris groieth

(0 the conmmmtinition i serves,

1. Monona leriace 4. Block 89 retail-office-
Commuity and parking complex
Convention Center 5. 22 E. Mifflin Building

2. Capitol-Monona 6. 201 West Washington
Terrace Promenade Averue Office suilding

3. University of
Wisconsin Kot Ceiiter
Sports arena

Madison Gas and Electric Company

MOE's core sirengths:
e Close

o Excetlent competiiive position

clationship with custoners aid comnunities

o Thriving scrvice 1erritory

o Foresight to shiape o fare

* Ability 1o scize new oppovtinitics
e Comnituent o the enviromunent

MGL is aninvestorowned public wtility headgua-
tered in Madison, Wisconsin, The company gener-
ates, transmits suud distribines electricity o neacly
123,000 customers in o 200-squine-mite area off
Dane County.

MGE also oransports and disiibutes natoral gus
to wmore than 107,000 customers in 1,
miles ol service (erritory in seven counties. MGE
has served the Madison wrea sinee 18906,

b square

National Energy Management, a jonit venture
between MGE's gus niwketing subsidiaries and
National Gus and Elcctric of Houston, serves
1,000 indusoriad and commercial cnstomers in

a undastite wreas National Fnergy Alnugement
is based i Chicago.

Internet: http://www.mge.com

Elioy Cis Disision

Vit Gus Disision

-

v e

Il
Giose

andand Gis
Bisision

Areim

Barueveled
.

.
Ridgeway

Masimsaatie
.

.
Mount Hoseb Verana o

Gas Hlennie senice [Tl

Gy Seasine

1. Madison Gas and Flectric
Company ilighlighis

2o Our Shaocholders

C Serving Custotuers

LoSupporting Ovwr Counnuanities

o

CExpindiog Our Power Supply
o, Delivering Valoe

12, Responsibility tay
Finan il Starements

12, Report ot Tadependent
Avcountans

13 DNmagenent’s Discuassion
and Analysis ol Fioancial
Condition and Operuations

C Consolidated Statenwens
and Notes

s

28, Sununary ot Selected Faneiad
and Operatng Data

S0 Oreeecterly Sunnmnary off
Operatons and Stock Prices

A1, Bowrd of Divectors
32, Officers

35, Shaorcholder Tndornmiaion

The Area We Serve

lecwic Service

MGE provides electiie service in Madisan,
Moo, Fitchborg, Middleton, Cross

Phains and odwr 1Y we County communities,
The popubation totils 260,000, Generating
Litines inclnde the Blouae Generating

Station and severat combustion tbines w
Madhison, the Colignbia Energy Centar '
i'vatage il the Kewiimee Nuclear Power ;

Phantat Kewmeg,

Natorat Gas Scervice
MGE provides nanuaral gits service in Colionbia,
Crawlord, Dhme, towa, Jricin, Monroe and
Vernon counties. The populadon is 345,000,
Gas s transported viin ANR Pipeline Co.,
Northern Nitial Cas

s Co.and orhiers,
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