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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 decisions without 
regard to race, color, sex, age, 
religion, national origin, or disability.

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.  

Facilities: 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.

3.

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 Illinois, 
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 consulting 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 
DENetm computer technology allows 
customers to monitor their energy 
usage and to access energy supply 
information. ESI 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: PDI's 
services include acquisition and 
investment analysis, project 
development, engineering and 
management services, and operations 
and maintenance services.  

Markets: PDI'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: PDI 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. PDI also owns landfill gas 
generating facilities.
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Lete to Shareholds

O)Strategic Growth 
Brings Rewards 

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

Developments During 
1997 Show That We Are 
Positioned For Continued 
Success

ben mad-e toa wl 

brn abu change5. Th 

inusr patiip0 . Onl 

the wil evryn win.  

Lar L. eyes 

Chimn Preset an

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.  

Financial Highlights 

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.  ) Gas deliveries decreased 0.7% compared with 1996.  
* Non-fuel operating and maintenance expenses were $175.8 million compared with 

$206.9 million in 1996, a decrease of 15.0%.



Letter to Shareholders

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. ESI's natural gas 

customers increased 107.0% as a result of continuing sales 

efforts in Michigan, Ohio, and Wisconsin and entry into the 

Illinois 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. ESI 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.  

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

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

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 Q 
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 Suppnly 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 plac 

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

La 25-year contract to purchase capacity and energy from 
WCenter. 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 result 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 national 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 

40er 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.  

Sincerely, 

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

February 12, 1998

WPS RESOURCES CORPORATION 3
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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 

reans 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 
("UPPCO"). 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 UPPCO'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, ESI assumed TexPar Energy, 
Inc.'s retail natural gas customer and supplier contracts, 
thereby providing new growth opportunities in Illinois.  

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
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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 

to purchase gas at current 
market prices. Others prefer 
fixed rates for a predetermined 
period of time. Still others 
choose a managed price option 
which offers an opportunity to 
obtain gas at rates below current 
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 Illinois. If completed, this 
project will assure our customers of large volumes of 
competitively priced natural gas.  

Technoloqy 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.

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

6 WPS RESOURCES CORPORATION
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* ompetitive environment. WPSC's accomplishments and * ESI is able to take advantage of the strategic 
esulting competitive advantages include the following: alliance between itself and its sister company, 

* WPSC has the benefit of substantial customer WPS Power Development, Inc. ("PDI").  
goodwill resulting from years of superior * ESI has special expertise in serving paper 
customer service. manufacturers.  

* WPSC's financial strength is ranked among the * ESI has developed technology that provides 
highest of all regulated utilities in the nation. customers with the information they need to 

* WPSC's workforce possesses a strong work understand their energy consumption patterns 
ethic. and supply alternatives. This allows customers 

* WPSC has demonstrated that its electric and to optimize their energy purchase strategies.  
gas systems can operate in a highly reliable ESI possesses market trading and risk 
manner. Even during the tight electric supply servicet icsers.  
period of the past summer, WPSC's electric 
system performed well. WPS Power Development, Inc. possesses 

* WPSC's electric customers enjoy the lowest the following competitive advantages: 
rates in the region. PDIs employees have broad experience 

* WPSC's electric generating costs are among in construction, operations, 
the lowest in the industry.  the loest inthe inustryand maintenance for the power ' 

* WPSC has low distribution maintenance 
expenses and proven reliability as a result of generation industry. Areas 
having one of the few electric distribution 
systems in the nation operating at the higher distributed generation, generation 
voltage of 24.9 kV. from renewables, and generating 

* WPSC's gas customers benefit from the lowest plant repowering projects.  
natural gas rates of any Wisconsin utility in all PDI owns a two-thirds interest . rate classes. in the Stoneman Power Plant 

" WPSC's gas mains are predominantly plastic (Stoneman"), a 53-megawatt 
with a lesser amount of wrapped steel mains merchant coal-fired steam 
still in use. The result is dramatically reduced generating plant located in Cassville, 
maintenance expenses compared with the 
expenses incurred by companies with less 
modern gas distribution systems. as a 300-megawatt to 500-megawatt gas-fueled 

* WPSC is restructuring to form the business generating facility.  
units that will be required for continued * PDI is able to take advantage of the strategic 
success. alliance between itself and its sister company, 

WPS Energy Services, Inc. is eager for retail electric ESI. For example, ESI is marketing the 
access so that it can take advantage of the synergies that capacity and energy from Stoneman.  
result from providing for both the electric and gas needs of PDI is also joint owner of a company that has 
customers. ESI's accomplishments and resulting the technology to convert paper mill sludge to 
competitive advantages include the following: lightweight aggregate.  

* ESI has an aggressive sales force, which has Shareholder Value 
been able to develop annual revenues of A customer focus; successful alliances; new products, 
$189.4 million since its founding in 1994. services, and options; new customers; new energy 

* ESI has expertise in both electric and gas supplies; improved technology and new systems; process 
markets. improvements that reduce costs; and employee 

* ESI designs energy products that meet the development-brought together, constitute our growth 
needs of specific customers. strategy. These powerful forces are at work to enhance 

* ESI provides energy choices that regulated our competitive advantages and create greater value for 
utilities are unable to furnish. our shareholders.  

WP RESOURCES CORPORATION")



This report includes forward-looking statements within the meaning 
of Section 21 E 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-looking 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.

EARNINGS PER SHARE 
1988-1997 
Dollars

mhhhhhhhhI 0.00
88 89 90 91 92 93 94 95 96 97

DIVIDEND PER SHARE 
1988-1997 
Dollars

nnmm
88 89 90 91 92 93 94 95 96 97 0J.00

CUMULATIVE TOTAL RETURN* 
1988-1997 
Dollars

400 

300 

200 

100

88 89 90 91 92 93 94 95 96 97 

-Assumes $100 investment in common stock at yearend 1987 and all 
dividends reinvested quarterly Cumulative total return for the ten-year 
peiod is equivalent to an average annual return of 11.9%.

10 WPS RESOURCES CORPORATION
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Manaaemnent's Discussion and Analysis 

RESULTS OF OPERATIONS Elebfrh Margmps ($000) 1971996 1995
VPS Resources Corporation ('WPSR') is a holdihgM n1 
tipapany. Approximately 790%. and 95% of WPSR's 1997 Revenues $479,388 $490,506 $489,000 

revenues and assets, respectively,'and all of its net income Fuel and, 
are derived from Srvide Corporation purchased power 153,414 143,155' 144,451 

("WPSC"), an elctric and gas lutility.-WPSR's w holly-owned Margins $325,974 $347,351 $344,549 
subsidiaries include WPSC, WPS Energy Services, nc. .Sales (kWh 000 11,259,327. 11,011,842 10,978,131 ' 

("ES"), and WPS Power Development, Inc. ("PDI")..  

1997 Conpared with 1996 .In spit 27.6% decrease in cooling'degree days el ectrc 
wkilowatt-hour ("kWh") sales increased by.2.2% dueto 

WPS Resources Cbooration Overyiew 
increased demand by commercial and industrial customers.  

Revenues at WPSR increased'from $8583 million in'1996' 
Commercial and ndustriakkWh sa es increased 4.8%,.while 

to $878. rilllioh in 1997, or 2.3%. Net Cncore iric ireased 
whmolesale kWh sales decreased 3.4% Electrc operating 12.3% fromn $473 million ih, 1996:to $537 million in 1997 
revenues decreased $11.1 million, or 2 3%, due primarily to Basic and diluted earnng pehar icreased 12.5%, from .  the electric rate decrease.  

in 1996 to $2'25 in 1997. The prinary reasons for the Electic production fuel expense increased $2.1 million, or 
increase in earnings at WPSR were decreased operating and . .  _2:0% lil u6l er uel expense wa 20ilion lower tani 
mai nen a nce expenses, increse o'ther ncomd, an increa-sie~d.  mn . 1996 due to decreased generation at Kewaunee in the first 
nonregulated energy rnargin and an increaed gas utility 

and secohd quarters of 1997 as a result of An extended 
margin Partiallyoffsetting these increases in earnings were ac 

outage, Steam fuel expense was higher by $1 0 million and decrease in'the electnic utility margin, ah'increase in - .,I.. . ,I - , combustion turbine generat ion expense 'was higher by: 
depecation and deco mmissionifng exphnse,'and-an icrease..  $3.2.million due to increased generation requirements from 

in income tax expense'' S e oures'd 't outag unng e extended outagaKewaune 
Earnings'on common stock pf WWSC were $61.6 million in 

Purctd os hased. power expensencesd$1miloo216 1997 and,$57.3 millionin'1996. Nonregulated losses were . .ho 
dUe to, increased purchase reuirements kind higher costs'of $7.9- milo n19 n 95 million n 1996' .purchased power during the extended outage at Kevunee.  

consin. Public Service Corporatior Overview ' The PSCW allows WPSC to pass changes in theoost of 
.ev~nues at'WPSC. were $690.'5 million in"1697 compared fulan evenuesat7VVPS ereoin 60. millise of r99copaed fuel plrchased power, 'within a spedified range, on to its 

b $701.9 millich-in 19,,a dedrease of16%.-Earnings on customersthrough a fuel adjustmentclause. WPSC is 
common stock increased 7.5%, fro'm $57.3 million i'1996'to required toli a pp licatior to adjust rates either hiher or 
$61:6 million irf'1997.:The primaiy reasons for the increase in, lower whern costs are plus or minus 2% from forecast costs 
earnings at WPSC were 'a decrease in oprating and o al s he ditional fuel costs in 1997.did not 
maintenance expenses, an increase in other ihcome, arid-u result in VPSC being outside this 2% window 
increase in the gas utility rmargin Offsetting these increases r .  

. . GasUtility O'perations._ 
'earnings were a decrease in the electric utility margin an .  

Gasm margins nrcreased $ 1:4 fil on(se able below), o increase in depreciation-and decommissioning expense, and 
S. 2. o u pnmnl to nlmrtat on f aPSCW-rate ord er.  

an increase in income tax expense?, which authorized a $5 7 million, or 2 7/o increase in gas 
Electric Utility Operations eve 

Electric margin s decreased $ 4 illion (see table at top of 
next column), or 6.2%, due to impleimentation of a Public.  
Service Commision' of Wisconsin ("PSCW" )rate order Which Gas Margins ($000) 1997 1996 1995 

authorized a $35.5 million, or 81 %; electric revenue reduction. R0 
Revenues $21.1,090 :$211,357 $174,693 A second factor contributing to decreased margins was 
Puirchase costs. 1'47,755 149,388, 116,253 increased. repla'cement power costs as a result of an extended 

outage at tthe Kewaunce Nuclear Powr Plant ("Kewaunee") Margins. $ 63,335 $ 61,969 $ 58,440 
WPSC is the ophratorapd 41.2 owner of Kewaunee A Volume (Therms 000) 662,008 666,598 -:631,192 
surcharge authorized by the PMW partially offset increases in 7 7' 
replacement po wer costs in the latter pa o the first quar er 
and in the scond cquarer. 19 
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Gas opefating revenues remairned relatively stable reflecting ".Nooregulated operations also include PDI which participates in* 
the rate increase offset by a 5 5/0 reduction in heating degree the development of electric generation jprojects, invests in 
days Gas revenues also reflect a one-tirne reduction of 'generating projects, and provides services'to the electric 
$0.9 million in the first quarter of 1997 as a result of a PS0V -power generationidustry. Nonregulated opierations 
directive to change the accouinting treatment for previous experienced~t los oQ5f $7.9 million in 1997compared with a 
'customer line extensions.. This reduction represents a loss of $9.5 million in '1996.. .  

decrease of approximately $.02 per share after income tax .. On a starnd-alone basi, WPRr inurred a net loss in 1997 
effects . . . - of $1.0 million, compared wit ne income of $08 million in 

Gas purchase costs showed a net decrease of $1.6 millio, 1996. The 1997 WPSER stand-alone loss was attributable 
or f1%, due primarily to reduced purchases because of. ' primarily to costs related to the proposed mege with Upper 
decreased demand as a result of the reduction in heatirig .Peninsula Eneg Coprto (''PEN" 
degree days. The PSCW allows WPSC to pass dhanges in the ESI incuirred a loss of $4 9 million in 1997 and $6 3million 
'cost of gas on 'to c~trt sthoa purchased gs. . in 1996, a decrease/of22.2%:PDI i icurreda'lss of 
adjustment clause ("PGAC). ' '' $1.9 million in 1997 and $4.0 million ii 1996ja--decrease of 

Oth Utliy Epeses/Inconme- . .52.5%.' Operating losses at the nonreguae usdaisvr 
Other operating expenses at NPSC'decreased . anticipated by management as the cornpariies develop 

$24.1 mtillion, or,'15:2%/o. Cost savirng initiatikies and decreased -inlfrastructure and finarice'atdditional wci l ing c ital needed to 
amocrtization of deferrd deand-side m'agaerfier s. upport growth.  
expeinditures resulteain lowe customer sei'vice and sales Nonregulated MVargins 

exense of $9:5niillion Administrative expenses'decreased Gas margirns at ESI increased $3:2 million fromrnegative 
$5 8 million duetocost sainfg measures 'ad reduced ~'$1.1 million in 1996 to a' poisitive $2.1 million in 1997 In41996 
postretiremeitnefdical; dental anid cither-brnefit eees "'cstomner'connmitments at ESI were not fully fhedged duinga 
~Gerneratonoperatirig expenses were f'owe~ri $7.3 million priod of vo latile gas commodity markets and certairn gs 
priarl'a sa resuti of the 'completion'inl 199 f an 'sppliers defaulted which negatively irnpacted riargin 
amfortiation of deferred expernsesl related to a previouis coal Electric rnargins 'increased $0.9 million irn 1997.  
contract settlement Gas operatin g expenses decreasecd Nornregulated energy'and other-operating revenues 
-$15 millionras the resultof a iPSGW directive requiring gas increased $31.5 rnillion, or 20A10/0. The Inriease in.  
servicing revenuaes and expenses to be clasified as othe nnrengulated "eneigy 'revenues cornsisted largedly oif increase 
income and deductionls lbegininrg in 1997. gas sales at ESI of.$26.2 niilliori orl7I11%, as a result of 

Electric'tran smtission -and 'ditr ibution expenses decreased 'or 716.0/0%'~-' 
$3.4 million~a aesitilt of cos savng initiatives and less Nonregulated'energy cost of sals'increased $27 7 million, 
maintenpanceof oerhead lnes in197'de to es estoror1 9/ du pialto in esdgas pucasesan 
damagen Expernses were $1 9 Imilr nlower'at Kewitaunee in pu rchased power of $20.5 million and $4.7 million, 
1997 becausb'Kewaurtee was out of set vi6e in 1996 for respectively at ESl,

schedled' ainr'ce:Gas clistributior had lower expenses Other Nlornregulated Expenses/Incomei 
o-$0 9- mli n due tocsaing initiative and dcleased -"Other nohregulated operating experises-increased 

rmaintenarnce adtivitie's Steanm costs debreasec. 0.6 million at $3 7 illionk or.34.6% /oQther operating expens es inriceased 
VWPSCs coal-fired plants dueffto changes in maintenance $2 3rnillion at-PSR de primarily to expen e associated 
schedules' as a result of the extended obtagiat Kewaunee. with the UPEN' rr'erger.-: ~, 

Depreciationr'ihidecortuissiorning-experises increased Other opetin~ ense at ESI increase $1.3 milio or 
$10mlin or, 88/ largely dueh thte accelerasted"1 40/ duie to expansion of the busies and the devlopment 

'recovery o'irivestriient in(Kewaunee and accelerated funding -of infrastrtictur as ESI positions itself for he fur Although 
ofKwunee deomisisoning csts - inreased rmargins mrore than offset other operating expenses 
Oter irncome incereased $7.5 mdillion, or 141 7%/ due infteet costs iricreased due to the financing of additional 

primarily to gan iri.197 on the sale of nonutility pprty of wring capital needed to support the growth of ESI.  
$4 8 million which represenited an increase of approxkimtately Oither oipating expenses at PDI icred $0 4 nmillion nas 
$ 12 per share after iricorne tax effects Also included iri other result of expansion of the business ad Ioperation of thie 
income in 1997 was initeest of $2 2 million resulting frorrarn Sonemnan Power Plarnt (' Stonemn') Projet revrnues at PDI 
irncombe tax audit settlem ent. Income taxexpernse increased partiallyoffset costs related to the irivestigation ofpssibe 
$1.9 million :reflecting higher net incomte in 1997 energy-relatedl investments and aloses frorm Storneman 

Oeview of Noregulae peains oprtons 
INonregulated operations prim arily represent the gas arid ESI experienced tradirng losses of $1 4 rnillion in 1997 and 

e- ectric sales of ESI' an energy-markei tng stusidiary - 2.5;mril ion in-996. PDI experienced a loss of $4 0 million in 
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<1996~~~~~~~~~~~~~~1 reae-otewt f fa neteti didsra $3:3 miliof.This~decrease was -partially offsetbyiiesd 
_cesing facility. this~rite-offrepresented'at decrease in,,: mainenance expense'at 1<6waunee of $1.0,rmillionm 

~6 earnings,of $:10Peirshare'.After.inc6melakx efets vriwofNneuaedOeain 
Nonireglated energy.-and other operating revenue 

196.mordwith 195increased 17i8.3/ojrom $'56.2 million in .195t$16milo 
WPResourcesCorporationh Ove rview in199 The, loss~at. the: nohregulated subsidiarie Wa's 

Revnus t PSR increased. 19.2% from $719.8,millo' llloin19 arid$.5milnin19 
199 to $88.3milionin1996. Net income was,$5. -nillion, NneuaedMris 

i n 1995,mae ''ih$78mlini-96* ecrea se of.  bomare wth 47. mllin i196, dGas -margins -atE-decreased from apositive $1 :2-million o.6.Basic and diluted earnings per shaewr 2 n- ... ~ i 96Gsmriswr 
- n-99.o-egativ n''"- bg3 ~i ariswee :1995 and $2.00 in 1996, a decreaseoof 13.8%. The most

'negativey-irnpacted due primarily'to the volatile gas,_ sgicant reasons for te derease in earn ings at.ANPSRL omdt r 
atihenonregulaty ma et -experienced during 1996 i which S a 

subidiris,-dereaedgasmagin a ES alos o an :-decision ito honor customer contracts', despite defaults byJ 
industrial processing facility inivestmhent'at PDi 'and- fincreased h certain.gas suppliers dn~yuring a. period -of ekcpoirly h'igh operatingexnssaWSdea:-

Earnngs n cmmonstok ofWPS wer $5 3 mllin in None~ult-denergy and othier-operating revene 
1996'and;$56A nhimonq in 1995 Nonregulateddlosse§_Were icesd$o. ilo r 7 / orgltdeeg 

$9. milio, i, 196,nd 08 illon n 195revenues, primarily-represe nt. electric, and gas.,sales'mae, by.  
~ Wicbnin Pb~i~SeviceCororaion'veriewESI -The inrase' in ronregu ate, energy, revenues was due 

- evenues at.WPSC- increae 5 /brm $667 million in' to inrae gas 'e 'tS frm$5mlini 19,95 to 199 t $019 ili in s 196E rnig oncmo sok --15 iloni 96an lirao $979 illion ri, 
incrase.2.1 / fro $5 1 illon i 195 t $5 3 mllin i 17 2/ Thceae creasel a aesrsle fo S 

Yectic m rn inrese $28 ion. 9!o$ ,' mllc 8/o due2.6 highe ui re s et gscmoiyare onits 
,,,nraiTt inrese saa~oue n erae <. Ohroeaigrvn inreased $1 5-millon,-or167 3 
purcase poexess-Eeti-prtn eeus - anduiwereo compris ofcnutnkn' ~ nttt eeu 

remained~~~ma relaivel stbl between-A fo96h, andib of5.Eecri. frmS;ad D. .  

prodution fUeilsnt prhae pOpedhredatrnibo oreuaedeegycstonalsicrae $10 miion 
orO9/aas reultof 1.9milioI~wr prcase poer; or187 4/ddtin due prmrilt -inae g uhodases and 

rc magn- inc genrain t at 6aue due to incrae gscot at ESI fq-rom $50 on 1995 to 

trbie geeai cs.Ofetiges deras was an 15/ 
incraseinc edain csts]at coaldfiredpase f$ ilo thef~raigrvnsinrse$l.5ni N '4-o~-6736 

.,puI rcas,6 po e:Jre nc.,o~ratng~rvenes ;nd wre o prigexpef.cnss inreased $7 1 million" revecting 
Ga margins ~aincre-iasl-ed million r 6 due t thr.e xpaninofE: sad DD bsnesan h 

1995ucio Ga s eang. reufcae increreas d $3 7 mill ion or l In1996 PDIexpeerie-cs oae-ncda$40milonlss on11. a m witeof 
210 nas urchasd fo'r releibnr pease'd 3pilinoferan inven pinan yinsra proesin faiithch ha 

OterUili loe Exese/ncoeirincomeos taxaue~du't,_ effetsEiipro-iene trdnglssso 
Oteroprain epese a WSCinrese $3 ilio ' $2n mlloninase - -- miloni 51.

in an'etciptio o moea$ co miie markesanca icras in $19973 rnare with6;' 199 6 o$6'3 ga praigexessof$ mlinasarsuto usomer Ncerdcmisongtusicead$35million r_~ ( genr artiy ods ffsetti these nraes-adecrease i~n tocniudfdngadavrbenesmtrtrs 
loye benfit ostsof aproxmatey;$ 6mlionie oh a usoerreciales decrease $19 3 iion pimarly a a 

_ -Gsutiln in tpstretiement benfi h brtfexpene'euto era e aesn increased collection effortiat 

Maitennc exes e reased $ 7 million' ./, du PS eultr assets decreaser e d $184 m.'mllnillo due , 

to wr-2., maitendua ncae d activity at Cs oal fred la of benmaei alticleau inuaces recortuiies. eore 
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'as an offset to regulatory assets in 1997. Investments and year period. Trusted preferred stock may be issued on behalf' 
other assets increased'$16.7 million as a result of increased of WPSR in.1998 to reduce short-term borrowing, 
prepaid pension assets and-an increased unrealized gain on . Investment expenditures for nonregulated projects are 
the nuclear decommissioning trust.- uricertain since there are no material firm commitments at this' 

.Short-term notes payable and commercial paper decreased. time. Debt financing for most nonregulated projects is 
$16.6 million and $10.6 million, respectively, due to decreased expected to be on a honrecourse basis.  
operational cash' needs atWPSC and decreased notes Statement of Financial Accounting Standards ("SFAS") 
payable at.WPSR. Internally generated funds exceeded cash No. 121 "Accounting for the Impairment of Long-Lived Assets 
requirements at both WPSC aned WPSR. to be Disposed of," became effective in Mar6h 1995. This', 

statement irhposes a stricter criterion for regulatory'assets'by" 

FINANCIAL CONDITION requiring that such assets be probable of future recovery at 
Internally gen6rated funds exceeded WPSR's cash ..each balance sheet date. WPSR adopted this stathent on.  

requirements resulting in the reduction of short-term Janiary 1, 1996. The adoption of this s.tterent did:not have 
borrowings during 1997. Pretax interestcoverage was a material impact onthe financialposition or restilts of 
4 48 times for the 12 months ended December 31,1997 for operations based on the current regulatory structure. SFAS 

SC WPS('s bondratings are AA+ (Standard & Poor's and Np. 121 may impact WPSR in the future as compititive factor 
Duff &Phelps) and Aa2 (Moody's).'. . influence wholesale and retail pricing'inthe electric.and gas 

WPS is restricted by a PSCW order to paying normal industries and as regulat6 ry policy. regarding recovery of 
commoh n'stick dividends o6f. no rnore than 109%-of the' stranded investment is developed 

p1 ~reviou~ year's corrinmon stodkdividends without prior hotice to SFAS No..123,'"Accounting for Stock-Based 
the FSCW Alsb,' Wisconsin law prohibits WPSC from making Compensation," became effective in 1996. This statement 
loan's to -WPSR and its nonregulated subsidiaries and from permits, but does not require, companies to change their 
guaranteeing their obligations. A special commnon stock accounting for stock-based compensation The statement also 
divideid of $10.0 illion was paid by WPSC to WPSR in requires additional, disclosures WPSR has adopted only-the 

January 1997. The special dividerid allowdWPSCs averag disclosure provision of the statemeht and currrently does not 
equity capitalization ratio to remain 'at approximately 54$, the provide significant stock-based compensation.  
level ap rovedby the P50\ for raternaking. In February 1997; the Financial Accounting Staidards B 

VVPC makeslarge investments in capital assets ("'ASB")issuedSFAS No 128, "Earnings PerShare." This 
Construction expenditures for WOSC are expected to continue stat mentestat)ishes standards for computing and presenting 
in the $75.0 million't6 $90 0 riillidn range annualy during the earnings per share.Adoption of this'standard byWPSR at 
1998 through 2000 period. This does not include expenditures ;'Ddember 31, 1997 had no impact on the presentation of'.  
for the replacerient of KeWaunee steam generators..Steam earnings per share as basic-and' diluted earnins'ershare 
generator 4eplacem itWPSC's shate'6f which would be'. ' ar identical' to previously repord earnings pe are 
approximately $36.7r illmnir .ear of currence ddllars, is 'Iri June 1997,,the FASB isstied SAS No. 130, "Reorting f 

uo rcoritinge 'eceipt ofapproval from the PSCV to Comprehensive Income, " which establishes standards for 
proceed 'ith replacement and agrement arong the ownrs reporting'and display of com rehensive in6ome and its 
on a replacement plain. Potential expenditures for gas pipeline compcrents of revenues, expenses gains, and losses The 
laterals-which would 'connectcW SC's distribution system with statement is effective for fiscal years beginnirg after 
the proposed Viking Voyageur pipeline from Canada are also Decenber15 1997. WPSR will be adopting the requirements 
not included. forjeprting comprehensive income in the first quarter of 

in additibr, other, capital requirements for SC during the 1998' 
three-year'period indude Kewaunee decommissioing trust 'InJune 1997, the FASB iss)ed SFAS No 131 "Disclosureds; 

""fund ionitributions'of approximately $30.0 million and maturin about Segrents of an Enterpise and Related Information' 
first-mortgage bonds'of$50.0 million. This statement establishes standards for reporting information.  

enand short-~''. about operating segments and is efecti f d 
*WS xetta iternally-gn ectite tdsadshr7' f ve'for' peri'odS 

term b6rrowing will-satisfy most ofits capital equirements, beginning after December 5, 1997. WPSR will be addpting 
WPSR 'may pericdically issue additional long-term ebt and the requirem nts of this stateirient atyear-end 1998 and has 
:common stock toielude short-term debt'and to rnaintair' not yet defermired the segrrients.whichwill be' disclosed.  
desired capitalization ratios. The specific forms of financing On Jily 10, 1997, WPSR announced a merger agreenient 
arn'ournts, and'timino will depend on'he a of projects with UPEN. The S-4 egistratioin Staternerit was declared 

'narket conditions, and other factors. WPSR may expand it effective by the Sedurities iid Exchange Commission ("S 
'leveraged employee stock ownership plan during eth ree- on December 5, 1997. The shareholders of UPEN a'pprov 
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the rerger on January 29 1998. The merger is subject to issues remain and contract negotiations continue.  
approval by the Federal Energy Regulatory Commission Approximately 1 200employeesare covered under this 
RC"); (2) approval by the SEC underthe Public Utility contract The employees continue to work without a contract 

Holding Company Act of 935; (3) the expiration or WPSR has completed an initial assessment of the impact of 
terrhination of the waiting period applicable to the merger the year 2000 compliariceor its 6omputersysters WPSR 
uder the Ha-rtScott-Rodino Antitrust Improvements Act of worked with acon ultant beginning in 1996 to analyze the 
1976; (4) riceipt by-the parties of in opinion of counsel that year 200 prolem. Plans have been established to analyze 
the ekchalge of stock qiualifies' as a ax-free transaction; all in Jous ard third party software'product and applicatons 
(5) receipt by the partiesof 'appropriate assurances that the A preliminary plan irdicates that all major in house developed 
transaction will be accounted for as a' pooling of iinterests, and systems are expected to e compliar t by the erid of 198 T e 
(6) the satisfaction of various othe- conditiors. The merger is plan is intendediot'enable,all systems to be compliant tby the 
expected ta be'completed during the second half of 1998 ye ar2000 The imostrecent estirfated future internal labor and 
UPENI will merge with and into WPSR and Upper Pehinsu ' tird parycoit-of.year 2000 cormpli'anceis approximatey 

'Power Coipaiy, UPEN's utility.subsidiary will become a $13 4-million.' 
wholly-owned subsidiary of WPSR:'Each of the 2,950001 
outstandin shares of UPEN'commin stock (o par value wi TRENDS 
be converted int 0 90 shares of VPSR"commo stock W C follows'SFAS No "Accounting for th Efet of 
($1.00 par value) subject to adjiistrfent for fractional shares ; '.Certai Types of Reglation and its finacrial statedmnts 
as provided in the merger agreement ' 'feflect the effects of the different raternaking principles

Effective IVMarch 20 1997, FC received authorizationfrom followed by the various ju'risdictions.regulatingI the utility 
thePSCW to defer all costs associated ith the repair of the These include the PSCWV, 90% of revenues, the Michigan 

waune steam generato. Repairs are complete and Public Service Commission' (''MPSC 3% of evenuesie nd 
ewaune returned to service on' June 12 1997 after having the FERC 7 % of r venues In addition Kewatnee is 

been oufervice since September 21 199 Repair costs of regulated by the Nuclear Regulatory Commission ("NRC) 
$3.6 millin'(WPSC's portion) have been deferred, The joint Environimenital matters are primarilygoverned by the ' 

ners ofKewaunee have requested rate recovery of these -,United States EiironmernalrotecticnAgncy and the 
rred costs through a'customer surcharge whith w6 Id be Wf 

Active for AprlIand May'1'998.- In late 1995the PSCW ottlied its plan foriestructuring the 
O July 1, 1997, the PSCW authorized WPSC'to efer all electric industry in Wisconsin. The plan included 32 steps in a 

ing csts asso-iated with developing a'communication-'' -year processcprcuding with retail corpetition by the year 
plan to educate customers on the potential dnergy shortage. 201 in'1997,'the 32-step process as changd to 7-step 
WPSC was also authorized to defer li costs related' to procs whic Was ntyet been adopted as th official PSCW 
reirning its fossil-fueled plant Pulliam Unit 3, to service and ,restructurihg plah 

all subsequent operating costs for Pulliam Unit 3 until the next Should electric deregulation occur subh that PSC would 
rate filing The recovey of these deferred costs will be no longer qualify to reflect the effets of ratemakin uder 
considered' in a future ate proceedirig To date approximatel SFAS' Nci.71 ih its financial statements no impairmentof 

.,milliortrelated to adveifsig'c ts rid Pull Ui11 3 sgificantrecorded assets or reductio in reported eq ity is 
operating c6sts has, been.deferred; anticipated WPSC does not have any significant assetswhich 

A C anting aiCertifict of Public Convenience it forese as being potentially stadead no ptential 
and'Necessit for construction of-the De Pre IEnergy Ceter diparity between the depreciable- ives of WPSC's capital 
was issued ' ctober91 997 WPSC has a 25year assets and those lives applicable to a competitive environment 

ncommitment with Polsky Eiergy Corporation topurchase he has beer ideitified. Increased competitidn is likely to put 
outpit of thefacility which' is scheduled for operation in 1999 pressure on margins at WPS Howev at this ti e, 
The transaction will be ccounted foe as a capital lease - m gemer annot redict ultimte sultf 
WPSC will make any ,'etissary andd 't ndetsrtadeb and' drgli 
eI Ait eve s, anI calJpropriate rat.e rinief issepecfd.  
quity leve a pp i -t- rt rlif isexected: Should 'Part.of& Ictricutility restructuring volv es 

6iectric retail eregulation;occur, this cobtractnay deerd d idperident'systi mo ratir (''lOs'). A ISC s r 

,-uneconomic al which could "require a loss accrual if the indepepdebtthird art 'whichpotenially owns the 
regulator would nt allow recoveryas art of thederguoatin transmission facilities ove'rs es the operatioris 0 tiansmissa 
transition plar. "failities, administers open access irins'mission tariffs; and. 

, PSR s .cortract'with the' ternatiLoanion6fc peiting directs'poweidispatch 'VPSC iswdrking With several groups' 

ieers oda 310 expired: 6nC'October. 28' 19 nresolvd ' " O a' t prtingctoh forim Is w 

') 
F



M n *m-n ' D sin an* Analyi 

Ditpss er Governor Thompson'requested Managenrint6elieves that all costs ihicurred for additional,' 
reports from the PSCW, electric utilitiesand industrial compliance will be recoVerable in future customer rates 
custo er assessi th ectri cpacity problems On March 15, 1996, WPSC filed an application with the 

xp enced in eastern-Wisconsin during this past spring and PSCW for permissionito replace the Kewaunee steam 
summer h repors rovided alyses and redommendatiors generators:Pubfic hearin e held 8i January 199 
n how to assure the future reliability of the electrical supply A decision is'expecedlin March of 1998 The total cost of 

and made recommendations-on how to improve the replacing the'two'steam generators wouldbeapproxiritely 
effectiveaess of the t te's utility regulatory process. WPSC $89. million.WPSC's share would be $36 million ear of 
partici ated inltl)edeveloprmerit df the utility report. The . occurrence dollas: The ther tw6wersof Kewaunee do t 
Governor is expected to -make energy supply and regulatory favor steamgernerator replacement 
recormendations based on the reports. . WPSC received a rate order in te Wisconsin jurisdlictidn 

Both the PSCW'anl the MPSC continue to reviewgas effective in February 1997. The impacwascapproximately a 
industry restructuring. in a current docket, the PSCW is $35.5 million decrease in electric revenues and $57million 
addressing gas restructuring, isstes includirig unbundling of increaseii gas revenues on an anual bsis/Th new rates 
rates pricing..of contracted services in p6teitial utility bypass are effective for 1997,and 1998. WPSC intends t file ar'.  

s ar 'the'eparationof gas utilities from their applicatio with the PSCW on April 1,1998 for electric and 
npnregtilated'gas rmarketihg affiliates. The IMPSC is gas rate increases which would beeffective in 1999 and 2000 
conducting pilot studies to test the~d 61oment of com titive ES1 incurred a $4.9 million loss in 1997 and a $6 3 million 
retailgas ma kets inMichig6n loss ih 1996.A primary strategy for ESI is rapid growth to gain 

VPS Chas historiclly recoveed ga costs trogha niarket presence which is reflected in a 237 7 growt in 
PGAC The PS0W has recently allowed utilities to select revenues during the three-year period.1995 through 1997, 
either an icentive gas costrecovery mechanism or a modified from $55.2 million in 1995 to $186 4 milli in.1997.7 o 

on-for one mecharnis ifo gas cost-reco ery WPSC has support this growt significant expenditues were made fo 
slectedthe modified one-for one gas cost recovery pl anand personne[additions and systerbimprovements. These 
mplermentation of the new mec ahisin, whichisrcurrently. ependitures coupled with- extee gasrnarket volatility, 
under development and is similar. to-the recovery recei od-contributed to the losses ircurred at ESIAGastinarketvolati 
under the existing PGAC, is ekpectedin November 1998 was reflected inthe NYMEXgas futures pri6es per dekath 

WPSC-is investigating'the evironfiental'cleanup-of -ight which,-in 1997, raged from'a high of $3 55 to lo of $1 
n "auatrd'~s-ln ieilau estimates havd been - fI 1996, gas futue rcsraidfo high of $4.57 toa 

derriifdfor sveri of th'sites A detailed investigation has low of-$f86 Gas imarket volatility jas a direct impact on 
notyet-Been performed fohe eighth site Futu e, irivestigation revenue..-

and cleanup costs for al eight sites is estimafed inth ange PE exects toi ro e the 6ral pfof its 
of $34 1 riillibn',t '$41 1 milli6h These e istiates majybe -- investment in Stoeinan due a huiyearicapaity sale 
adjusted inthe, futureontingent uponremedial technologyn agreement. toneman washalso g erandfthered by the PSCW 
regulatory requiremen ts and experience gained through as a merchant plant which increases the probability that the 

ea alant will e repowered asa 300egawatt too negwtt 

Anni $4 7 m orea b ir comb ined cyle generating acility 
. established with an offsetting regulatory asset (deferred 

h-'' p n ey $,5rilli~ h',e*r L TO ' ch arge) Of, f tis §amount apoximatly $15mllo asbe MPACT' OF INFLTO 
- spent to date Management believes that cleanup cdsts net of- ' WPSR s currert financia statements are'prepared in ' 

insurance recoveries, but not the carrying cos ts associated accordance with generally accepted accounting princil an 
5',.with-the cdleanup.e'xpenditur~es will be reecoverabl'e-in current-," report operating results in t'ermfs of historic cost. Th'eypovd 

and futire customer raes. WPSC has received $12 6 million a reasoiable objectivle and quantifiable statement offinancia 
in insuranc recoveries whic have been recorded as results;t but they do not evaluate the impact of inflation Under 
reduction it reguilatoryasst TePCW has authorized rate treatment prescribed by tility egulato commissis, 
current annualized recovery for gas ositecleanup of$225 000 wp s projectedoperating costs are recovera in 

_8- ~ ~ ~ ~ V Beasefr caIs 
for 1997 and 1998 ievenues. Because frecasts are repare assuming inflation 

WPis in compliarice with boththe Phasel If th najority of irnflationiary effects on normal operatin csts 
dioxide and nitrogen e ii limit established by t are recoverable in rates: Howevr in these orecats WPC 
Federal ClebnAir Act Amnddmeits of 1990 Additional cpital is only allowed to recover the historic cost of plant via 
expenditures of $1 0 miion-to $2 0 million are projected depreciation.  
through 1999 for Wisconsin and federal air ulitycompliance 
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o.- soie d-tee- i - lac m and. Re!a idE arn ts 

Ended December 31 (Thousan8s, except share arounts) 1997 1996 1995 

peratng revenues 
Electric itility .$479388 $490,506 $489000 
Gas-utility .211,90 211,357 174,693 
Nonregulated energy and other 187,862 156,391 56,15 

Total operating revenues 878340 858,254 719,848 

Operating expenses 
Electric production fuels 107,538 105,418 104,858 
Purchased power 45,876 37,737 39,593 
Gas purchased for resale 147,755 149,388 116,253 
Nonregulated energy cost of sales .182,863 155,133 53983 
Other operating expenses 148,569 168,905 154445 
l -Maintenaice. .41,661 48',806 0761 
Depreciation and decornmissioning 6775 416,16 
Taxes other than income 26,448 26,868 '25921 

Total operating expenses 778,251 757,433 611 441 

Operating income 00,09 10, I 108407 

Other income K 
Allowance for equity funds used during constructio 129 139 170 
O'&1 ther, net.......*.. 11,511 (1,084 6080 

Total other income.- 11,640 ( 945) 6250 

ome before interest experise . 111,729 99,876 114657 

ret n longte'rrf deb 22,331 21,532 22 9 
Other interest 4,172 3596 2,604 
Alowance for borr wed funds used durig construction 100) (128 (68) 

Total intrest experse 2403 00 

Income befdre income taxes 85,326 74,876 89,262 
Income taxes 29,270 24,358 30;808 
Minority interest (797) (348) 
Preferred stock dividends of subsidiary 3. 33111 11 11 

Net income._- 53,742 47,755 5 343 .7 

Retained earnings at beginning of year 311,794 308,965 297,592 
Cash dividends on common stock (45,882) (44,926 (43,970) 

Retained earnings at end of year $319,64 $311,794 $308,965 

Average shareso conmor stock- ,23,873 23,891 23, 897 
Basic and diluted earnings 

per average share of commontstock $2.00 232 
Dividend per share of common stock- 1.92 1.88 1.84 

_The' ac oupanying notes are an integral part of these statements 
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ADecember 31 (Thousands, except share amounts) 

Common stock eqUity, 
Common stock, $1 par yalue, 100,000,000 shares authorized; 

;23,896,962 shares outstanding.: 
remium on capital stock.  

Retained earnings 
Shres in deferred compensation trust, 33,430 and 14,223 shares at an average 

cost of $8.44 and $31.16 per ,hare at December 31, 1997 and 1996, respectively 
ESOP loan guarantees 

Total common stock equity

/

1997 . 199k

$ 23,897 $ 23897 
145,021 145,021' 
319,654 311,794 

(951) .(43 

9,798) e12745) 

477,823 ,, 467,524..

Preferred stock - Wisconsin Public Service Corporation 
Cumulative, $100 par value, 1,000,000 shares authorized; 

with no mandatory redemption.  
Series Shares Outstandin1 
5.00% 132,000 13,200 3,200 
5.08% 4 P 30,000 3,000 5,000 
5;8% 50,000 5;000 '5000'

6.76% 150,000 15,000 15,000 
6. 8% 150,000 15,000 - 15,000 

Total preferred stock '51,200 51, 00 

Long-term debt -i 

Firs mortgage bonds Wisconsin PublicSeivice Cdrporation..  
seies Year Due 
54 1998 50,000 500 
730o 2002 50,000 . 50 
6:80% 2003'50,000550,0 
6 .0/x 2005 059,075 - 9075 
690% 2013, '22,000 22,000

s2021 ',53,100 53,100 
7%2023 50,000 50,000 

Tota 284,175 284,175 

Unamorted discount and premiun on bonds, net ( 890) ( 978) 

Total first mortgage bods 283,285' 283,197 

ESOP loan guarantees 9,798 12,45 
Notes payable to bank,, secured-br onregulated plant' 10710 9581 
Other ong-term debt . 215 26 265 

Tot 1ong -terrdebt 3Q4-008 305,788 

Total capitalization $83,031 $824,512 

e n tes are CORaPnne of thesestatements 

The'a ornp"nt 
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End December31 (Thousand) 99 6 1995 

Cash flows from operating activities 
Net income 53,742 $ 47,755 $ 55,343 

Adjustments.to reconcile net income to net cash from 
operating activities * 

Depreciation and decommissioning 77,541 65,178 65,627 
Amortization ofnuclear fuel and other 14,665 28,691: 33499 
Deferred income taxes' -. (5,917) (7,715) 319 
Investment tax credit restored (1767) (1,78) (1,725) 
Allowance for equity funds'used during 'construction (129) (139) (170) 
Persion income o(11,432 (12,413) (11,678) 
Postretirement liability 4,952 7,150 6,917 
Deferred demand-side managernent expenditures, (5) (6,250) (8,595)} 
(Gain)/loss on sale of noiutility:property (4,802) (8) 13 
Other, net (6,936) 7,954 7,150 
Changes in.  
Customer and other receivab es 19,258 (27,666) (19,222 
Accrued utility revenues 4,636 '2,200 8,766) 
Fossil fuel inventory' (2,112 477 1,804! 
Gas in storage- (2,093) (9 911.) 5,711 
Accounts payable. (10,880 29,048, 840 
Accrtied'taxes 2,164 (394). 592 
Environmental emediation insurance recovery 12,374 2002 
Gas refunds (318) (6,175) 4'926 

Net cash from operating activities 142,941 116,204 132535 
sh flows from (used for) investing activities 

struction of utility plaht.and nuclear fue expendituies-- (58,258) (84,750) (80226) 
_chaseof other property.and equiprnt (2,030) (16,431) (1,089) 

commissioninig funding . (16,059) 6(8,978) (8181) 
Purchase of investments *and acquisitions (728).- (10,217) 
Proceeds from saleof.nonutility property 6,255 10 29 
Other* J. (558)i (359-) 485 

Net cash used for investing activities (70,650) (111,236) (99,199) 
Cash flows fron (used for) financing activities 
Redernption of first rrortgage bond - t(6,900) 
Issuarice of nospaable 92,760 141,225 15,000 
Redemption of. notes payable 109,360) (129,625) (10000 
Issuance of dther long-term debt 1,789 15,296 
lssuance'of comriecial paper 700,540 345,339. 51,500' 
Redemptiorof.commercial paper '(711,184) (325,489) 52500) 
Cash divid6nds on conrnon stock '(45,882) 44,26) (43,970) 
.Purchase of deferred, compensation stock -(508) (443-) 
Net cash used forzfinanicing activities (71,85) 5,523) (39,970) 

Net increase (decrease) in.H and equivalents 446 55 6,634 
Cash and equivalents at beginning of year 5,978 6,533 :13,167 

Cas and equivalents at endo f ar 62 $ 5,978 $ 6533 
Cash paid during year for 
Interest; less amount capitalized $ 22,089 $ 21983 $ 21255 
Ilicome taxes 35,374 31-735 34,30 
Preferred stock dividehds of.subsidiary .3,1.t 3111 3,111 

-e4 information '

truction and nuclear uel expenditures 
ciciding accruals; allowance for funds used during 

-'construction, and customer-contributions $ 65,646 $ 81 714 73,251 

The acompanying notes are an integral part of these staterents 
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Notes to Consolidated Financial Statements 

FSIGNIFICANT Gains or losses on derivatives associated with firm 

COUNTING POLICIES ormitments are recognized as adjustments to the cost of 
sae.or to revendes when the related trahsa~ctioni aff.ect 

(a) Nature of Operations-WPS Resources Corporat ion ff 
(WPSR") is a holding company ApproximatelY 790/ and 95% earnngs Gains and losses ornderivativesassociated t 
of WPSR's 1997 revenues and assets respectively and all of forecasted transactions are recognize when suh forecasted 
its net income arederived from Wisconsin Public Service ,transactions affectearnings AtD 

Corpoation (" PSC ') I 'ofthe outstandingcormmn stocki of $ iillion in losses related to firm commitments and 

which is owned by WPSR. WFC'is' an. electric and gasitilityforecasted transactions were deferr If i i no longer 
iwhhIsbn ted~Y PR.W isnn cc a'nd'gas utility7 * ' 

engaged tesupplyand distribution of electric power and probable that a forecased transaction will occuriany ain or 
atural gas in its franis seice territory: WPSF so loss~on, the drivative instrumeht as of such date i 

rovies as and electric faeiiadregetdimmediately recognized i earnings eriatives f trading 
src .i urposes are markedto'market each accounting period and 

sevce 6oneuated markets through its wholly-owned . are 
sidia WPS Enry Sercs In (E "). WPS Power gains and losses are recognized as a component of.oth I 

Development Inc'( PD"), another whoIly-owned subsidiari of inc6irne at that time. In 1997 and 1996 trading losses of 
$1-4 million arid $2.5million respectively were recognized 'WPSR.participates in the deVeloipment of electnic generat on: 

projects r id ervice to the electric power generation At December 311997, ESIhad outstanding 3 9 million 
industry a nd wns atwo thirds interest in a merchant tiorialdekatherds ofnatural gas under futures and ption 

agreements and 3.2 million notional dekatherms of hatural gas generating pl'anhtth&,Stoberian Power Plant (".Stonemar"'J.  
er"utili s to th reglatd acivis of n basis swapagreementS for purposes 6f managihg .  

hil he term outility refdrs to the activities of WPSC rmarket risk The financial instruments outstandiig at 
whch nbt are notregulad therm 3nonregulated refers to December 31 1997 expire at various times through May 1999 

acivtiso than sW E as a gassales comitmen hug May999 

(b UeifEstimate The preparationo PSF s financial" wiharneo ale piefromn$ 25 to $3 58 per dekatherm 

tatem ts in onforiwith g accepted aouiti and a range of asociated gas purchase costs $2 18 to 
$3 

""' 

p Managemen maicmakostimates and 51 per dekatherm 
ios t f etthrorted eo fs sanber 31, 1997, th fair vale of trdirng 

iti d th dclsire oon asets a ilies irun ed as s of $5 illion The average fa r 

andted vauef tdig insruments dring 197 inctuded assets of 
at te dte f te fnanial'stt'e~1 .(0 5 miillion and liabilities of $0 5 miillion. Excepit for an samouints of revnues and ey:Wif ene dung te epo insignificantlevel of electric trading instruments finrania 

period Actual results coulid differ from those estimates.  
tis or r<e inistruments used for trading in 1997 ad 1996 were natural 

urth9 ES i st uci gr i tDecm 3 99 E dout n 

gasreserves operationand ina gas marketing operatiori Te 9rlgetr 
and opton agreemnents and 3.9 million otional dek'atherms of 

aqstirsfa4been accourite for under th purchase. aua a n'rbsssa gemnsfrtaing"~ 
methd ooti prc paid in eces o the fai tm s 

vale fientifle ed r t rketi up 
urolea re v av epo e (f) UtiityU* Plant Jtilityplantis stated at the origina costof 

ora on is~ Wn a irt zed over a fivearen .- IA 
()Consoliion -WS consoliates al a orto e consfutii which ncusan'.lopwance fori d sed 

subsidianies.AII sigmificant intercompany transactions and drncptuto At~\Ppoiaey5%frti 
28acoun hav bee eiiaed a ' 0 jrsdo ial construction work iro rgress ( CWlP) 

() Pe nt Aiviie Es u es e tu ar u d on 

drivative ad co odity trume i e a t p jo ne 

inclingftursad'frad dcrctst redce a rktrsk earn AFUDC'o rt'otal CWIP expenditures Fr 1997 'the 

sociated i i e ie of tural gas nd Atail rate was alpproximat y10 % ' 
soldundr frm ommtmets ithcerainof ts"AFUJDC is recorded on wholesale jurisdictional electrnc 

electricitysod rcomtetvihctan is 3: DG . OW~lat ebt n uty edentage specohndifiel'd Wth er customers E also utilizes deivatives, ncluding pnce swap 
agreemntsM cnil nput pion ontrs and future and: Eeg Regu ltory -ommiss io ', " r ,nIorm'Syst of 

forwardacontratstomanagermrkets-ccounts Fo 199 the AFUD wholesafe rate was met6 n anag6cuf ai anecss:t i it 
7 "7 porritonticfisn pa dsupply requ remengs in (dito, ES 

rrdiSibstatialy alli fPSC s tility plart is subjet to a fir up ti o e s e n ves w t r dspecirfive u dili e i, - ra rad ng 

"2 n, ' . ... . ' - 'mortg ige.lien . ' d '*" 
6" f 'I 

'2'srbtb 22'hprg~i,(_ 1 W7- REORECOPRAIN~'-~~ 
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Noe to Cosliae Fiaca Statement

(g) Property Additions, Maintenance, and Retirements Long- ived Assets to be Disposed of SEAS No 121 
Utiity Planit-The cost of renewals and betterments of requires thatlong-lived assets and certain identifiable 

units of property (as distinguished from minor itembsof intangibles be reviewed for impairmentwhenever 
property) is capitalized as an addition to th utility plat circumstances ndicate that the carrying amount of an sset 
acconts. No gain or loss is recognized. in connection-with. may not be recoverable. Impairment Iss resulting frdm 
ordinary retirments of utily porty uits. The cost of Units 'a cation of his are repo d income ithe 
of property retired, sold, or otherwise dispiosed of, pplus period in which the recognition criteria are first applied arid 
removalrcost less salvage, are charged to the iccumu lated met. This statemet does not have a material impact-on e 
iion for dereciatior. Manterance and repair costs and current car ing amount WPSR's assets.' 

replacement and renewal costs associated with items not: ' (j) Nuclear Fuel- The cost of nuclear fuel is amortized to 
qualifying as units of property are gernerally-.charged to electric production fuel expense based on the quantity of heat' 
operating expense produced for the eneration of electric energy by unee 

Nonutility property and nonregulated property follow a Costs amortized to electric fuel expense (which assumeno 
smilar policy except that gains ard losses are recognized in salvage values for uranium and plutonium) include an amount 
connectiori with retiremnents. for ultirate disposal and are recoveredthrlugh current 

(h) Depreciation-Straigt-line composite depreciation. cstomer-rates. As required by the Nuclear Waste Policy Act 
expense is recorded over the estimated useful life of utility of .12, a contract has been signed with the United States 

property and includes estimated salvage and cost of removal. Department of Energy ("DOE") for the ultimate storage of the 
Except for the Kewaunee Nuclear Power Plant ("Kewaunee"), fuel; and quarterly payments, based'on generation,are.iiade 
rates approved by'thePublic ServiceJomissionof to the DOE for fuiel storae ,Interim storage space for sentV 
Wisconsin ("PSCW')on January , 1994.remain in effect. nuclear fuel is provided at Kewaue, and expenses 

associated with this storage are recognized as current 
97 96 995 Soperating costs urrently therei on-site; storage capacity 

Annual composite~ , . ~ fr spent fuel through 'the year 21 so eebr3 
1997 and 1996, the accumulated provisions for nuclear fuel 

3.52 . 3"' 35 43 
w a s, 3 26/. 3 35/o 3 ~ 1 46/ toaed $11 mlioad$1477 milio repetively 

(k) INu clear Decommissioning-Nucl ear decommission ing 
Nonutility property ard'ioregulated propert e CO abeen accrued oteserv 

depreciated using straight in d ao ost assets lieof Kewauee rored currently from cus o ers in 
Have, apreciation lives ranging rom five to ten yraes- -a d i&ternltrusts Suchcosts tot d 

Property atStoneian is depreciated uising various ives $16.1 nmillion n 197 and-$90millioin ibth 1996 and 1995 

certain of which are as long as 40 years The increase n 1997 vas the result of the PSCW s appro va,.  
Depreciation and rid ldar decommissioning costs are ofthe acceleration of Kewaunee depreciation and 

acrued over the estimated vice life of Kewaune ecommissig funi as descnbe in t 1 ( h 
January 3, 1997 the PSCW. accepted WPSC s increase is $8.3 millior on an annualized basis from 
recommendation to accelerate 'cost recovery of the remaining $9.0 i illion to $173million 
unrecovered inv estment iin Kewaunce and accelerate funding Based on the staidard cost esca ation assumptions 
of; Kewaunee decomsioig'css jhe PSCW oreeurd by a, j Uly, 19PCWoder,, the 'undiscounted 
directs theowners 'of K ue to develo Aepreciation ad am sioning costs forecasted 0to15e'..  
decmrnissioning estimates t6 providefcir full recovery by the -ex ended betw eitheyears 2003 anid 2039 is $614 0 rnii -8 
end of 2002. Prior to 1997, the servic life of Kewaunee was the reised funding lanwhih becan effective in 
estimated to end in 201 the year its license expires. This _1997. Ir developing the funding plan, a long-term after-tax 
decision resudlts i6 a significant acceleraticon of the Wisconsin earnings rate of approximately.5.5% was assumed. : 
retail jurisdictional portion of ewaunee depreciation arid -' WPSOs share cf Kewatijnee decommissioning is estima e 
decommissioninghcollectobs n customer rates for 1997 and, to'be $182.2 milion in current- dollars based on'a'site specific 
future'years. Depreciation expense, exclusive of depreciation stidy. The study,- which wasbperformed ifn!1992, uses-. ' 

expense related to nudlear decommissioning costs, increased ",immediate dismantlement as the method of decommissioning 
by approxirmately $3.3 million on ainannualized basis from beginning after a dormant period extending-from 200-until 

7 rnillior in 1996 to $.0 million in 1997, 015 As of December 31 1997, the market value of the 
I mpairn WPSR follows the provisions of Statement external nuclear decommissioning trusts totaled $134 1 million 

'FinancialAccoung Snds(SAS)Now121 Depreciation expense includes future decmmisionin 
Accunting for the Impimn ofLngLived Asets-n for, - ot cletd1,in.customr nrates anan offstigcaefo 
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-Notes* * t-o l-daed Fiaca Sae et

arnings frqm externaltfrusts As of Dcer 31, 1997, the, 
addtiul epr bnfor depreciaition-,and de'commnissioning 
"indlded accunmultd provisiins'for decommissioning totaling 

$ 341 iilio.- Realize irust earn ings; totaledOYr 3in ilion 
$3:0 million and $4.0 million, and unrealized trust earnin s 
totaled $13.8 million, $6.5 million, and $5.0 millior the 
years erded Debember 31 1997, 1996, and 1995 
respectvely Unrealized gains net of ieitrnal trustsare 
reflected as an increase to the decommissioning reserve, 
sincedeco missi irg expense wiii ne recognize as e.  
gains are realized, in accordance with regulatory 

rqiements,- "" ,< ' -' '' 

:rvestnents in the nucleardecornrnissioning trusts are 
recor e at market value. The investn enis classified as utility 
plant are resented net of related incometax effects on 
unrealized gains and represent the amount of assets availble 
to accomp lish deommissioning. The notnqUalifi d trust 
investments designated to pay income taxes when unrealized 
gains become realized are classified as other assets. An 
offsetting regulatory liability reflects the expected reduction in 
future rates as unrealized gains in the nonqualified trust are 
realized 

(1) Cash and Equivalents-WPSR considers short-term 
investments with an original maturity of three months. or less to 
be cash equivalents.  

(m) Revenue and Customer Receivables-WPSR accrues 
revenues related to electric and gas service, 'including 
estimated amounts for service rendered but not billed.  

Automatic fuel adjustment clauses are used for FERC 
wholesale-electric and Michigan Public Service Commission 
("MPSC") retail-electric portions of WPSC's business. The 
PSCW retail-electric portion of the business uses a "cost 
variance range" approach. This range is based on a specific 
-estimated fuel cost for the forecast year. If WPSC's actual fuel 
costs fall outside this range, a hearing may be held and an 
adjustment to future rates may result. WPSC has a.purchased 
gas adjustment clause ("PGAC") which allows it to pass 
changes in the cost of gas purchased from its suppliers on to 
system gas customers, subject to PSCW and MPSC review.  
The continued use of a PGAC for all Wisconsin utilities has 
been reexamined by the PSCW and utilities were given the 
choice between continuing under a modified one-for-one gas 
cost recovery planr'or switching to an incentive gas cost 
recovery mechanism. WPSC has applied for a modified 
one-for-one gas. cost recovery plan which is similar to cost 
recovery under the existing PGAC. Implementation of the 
modified one-for-one gas cost recovery plan is expected in 
November .1998.  

WPSC is required to provide service and grant credit to 
customers within its service territory and is precluded from 
discontinuing service to residential customers during certain 
periods of the year. WPSC continually reviews its customers'

credit-worthiness and obtains deposits -or refunds deposits 
* a-Ocordingly. ,WPSC' is pIeritted;,'orecover. ,bad debts iiUtln.  
rates'--I 

«<Approximaitely I 2o2of WPSC's~otaI~rVhe arefrm 
companies in the paper products indiustry.  

In October 1997 WPSC lost a major whoesale customer 
representing annual sales of approximately 380,000 
megawatt-hous. Ar ffo ise me t eplace these lost 
sales with additional 'opportunity sales.  

(n) Regulatory Assets 'and.Liabilities-WPSC, is subject to 
the provisions of SFAS No , "Accounting for the Effects6f 
.Certain !,TYpes'of ,Regulation-" egua.tory 'assets, 6repsent 
probable future revenue issociated with certain incurred costs 
which will be recovered frorn cutomers through the ratemaking 
process. Fegulafory liabties represnt costs reviously 
collected that ard refundable in futurecustomerrates. The 
following regulatory assets and liabilities were reflcted in the 
Consolidated Balance Sheets as of December 31: 

(Thousands) 1997 1996 

Regulatory assets 
Demiand-side 'management 

expenditures $31,360 $39,355 
Environmental remediation costs 

(net of insurance recoveries) 29,249 43,062 
CoaI and rail con tract buy-out 

costs 2,293 2,4' 
Debt'refinancing costs 1,859 2,9 
Enrichment facility fee 5,544 5,979( 
Kewaunee steam generator 

resleeving costs 3,577 
Other 4,662 3,201 

Total $78,544 $96,920 

Regulatory liabilities 
Income tax.related items- $26,119 $30,056 
Pensions 2,443 4,885 
Conservation costs - 6,491 9,101.  
Unrealized"gain on 

decommissioning trust 11,348 3,587 
Other ' 3,878 1241'

Total '$50,279 $48,870 

As of December 31, 1997, the majority of WPSC's regulatory 
assets are being recovered through rates charged to 
customers over periods ranging from two to ten years.  
Carrying costs for all regulatory assets are being recovered 
except for those associated with environmental costs. Based 
on prior and current rate treatment of such costs, management 
believes it is probable that WPSC will continue to recover from 
ratepayers the regulatory assets described above.  

See notes 7 and 8 for specific information on pension a 
deferred tax regulatory liabilities. See note 9 for-informatio 
erivironmental remediation deferred costs.
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N e C ns*Iidat* Finnci.1 .ttmen 

to . LONG-TERM DEBT At December 31 1997, WPSR had $318.6 million of 

Substantially all utility plant assets esecuredby tretained earnings available for' dividends. \WPSC is restrict 

mortgage tborns securebyfirby a PSCW order to paying normal common-stock divide 

Inune196, WPCercha $ million of th First of -no. more than 109.0% of the previous year's common sto 

ortgage Bnds, 880/0 Series, due in 2021. Thedividend withoutPSC approvals, aw 
was funded through sIhor term torrowings. The prohibits WPSC from making loans toWPSR andits :"w -repurchase 

oriina issu 1997, m guAa'ra ntee ing thei obligatiosI 
premium and the unamortized iscourt from the origi is uidiariesandfrom 
have been deferred and are beirng amortized over January' -1997 VPSC aid to PSR aspec ia comron 

dividend of $10.0 million. The special dividend allowed 
pproximately a'two-year period to correspond with' 

ratenalin retmet. In'1998, $50.0 million of 5-17/o bonds PSC'saverage common equity capitalization ratio to remain.1 

ill mature at approxirately 54.0%; th 1evel approved bythe PSCW fcr 

As D ecembbr 31, 1997, i .h2milliori has been drawn rateniakiing 
against PDl rvpving credit note f $11.5million which is 

secured bythe assets of Stonemar. An additional $3.3 million NOte '6: FAIR VALUE OF FINANCIAL 
which is to be paid in the year 2000, has been committed INSTRUMENTS 
again this note: TIe-note, which is guarar'teed by VVPSR;is The following rethodsairndassump ions were used to 
due inth year2000 when the plant may be converted to a' estimate the faitvalue' of each classof fi nancial instruments 
300-rria att to 500megawatt gas-fired combined cycle' for Which it is practicable to estimate-such value.  
facility. Cash, Short-Term InVdstments, Energy Conservalion as 

Notes Payal and Oustanding Corim rcialPape Th 

Not 5 comiN ECQUIT carrying amount approximates fair value due to the short 
UnderWPss stock Investmnt Plan, WSR's cornron tmaturity of those investments and obligations 

stc iSurasedi In te bop marikit tosaisfy sharehold Nuear DecomnissiningTrusts:.Theialue of V SC 

and employee purchase requirements ruclear decommiissioning trust investrentsis ecorded at 

nDecember 1996 WPSR adopted a Shielolder Rights art u 

Plndsge ehne the ailit of th EBoa ofl Drector Log-Termn Det t;Preferred Stick, and. ESOP Loan 

tprotect sareholders aindWPSR if efforts aFr mde to gin Guararitees: The fair value of \NPSG's long-term debt,(N 
stis esiatd -purt.a's' 

cnI in annrthatisnt in th best iterest referred stock, and ESo'rean gularaitees'isestimat 
of eR a i'sex based on theguotedmrailet ricefoir the same or similar' WPS an it shrhodr .. eplnge exstn - ., 1 " _,' , -,-'SPLa 

rdsndercetcirc tnce e it to issues or on the current raes offered to WPS ide f the 
cae catadiscounte dprie. The righ ts epire on rn rnator Tarh6' etimae'fair \aluesof'WPSR''lrinacil'tuments D4ecb er1 h06drb~ WPS'> ef.t-F 'r '''''. aso gainb~.' ~ 

ous t 1 '1996 

arryn Amount ' Fir vale " nyingAmoun Fair Value' 

Cash and cash equivalents $ 6,424 -'$ 6,424 .. $ 5,978 $ 5,978 
Energy conser-vation loans :' 7,195 7;195 5,388 5,388 
Nuclear decomnmissog ia 

'- trusts--utility p arnt ' '134,108 134,108 - ' 100,570 100,570 
Nuclear d'ecorrmissioning''' 

trusts other assets . ,11,348 - 11,348 5991 5 991 
1Nstes payable ai0,000 10,000 26 600 26,600 

Ccommercial paper '20,706 20,706. 31350 31350 
EcOP loar guaratees '9,i98 10,243 12,745 13 412 
Long-term debt p294,210 309,206 293,043 00906 
Pr ferred stock' . ' ' 51,200 - 48,595 51,20 45314 
Gast ommodity inst ument t ' 504 13 436 (61) 650 
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: EMPLOYEE BENEFT PLANS Pensions " and is returnihg to ratepayers through 1998 the 
PSChas non-contritbtoretmhpa verhg .anounts previously rebovered from customers in excess of -bn tre: tirement plasc ,vein'' custome8 cst 

bstantially all emiployes under which. nnual contributions 
rr anirrevocable-tru establi The retirement plans hold assets with a fair market value of 

marbe d oesl p etlisd or oid $488.6 million as of December 31, 1997 These assets consist retired employees with a* monthly, payment if conditions - - :.'-e''_- r '- , ," 
relating to age and length of service have been met. The plans o ic ad iternational equity and fixed income 
are fully funded, and rio contiibutions\ere nade in 1997 invstments and domestic real estate investments 
1996, or 1995 'PSC reco ers pension costs in customer Th ing table sets forth the plansfunded status and 
rates urder SFAS No 87; 'Em ployers' Accouriting for expen (nc 

Asof December 1 (TIousands except for percentages) 1997 1996 1995

Vested benefit obligation. $ (218,541) $ (189,097. $ 17,490) 
on-vested-benefit obligation (13,12) (10,213) (8,980) 

Total actuarial present value. % 

of accumulated benefit obligation $(231,653) $ (199,310) $(186,470) 
Projected benefit obligation for service rendered to date $ (296,711) " $(252,268) $(255;188) 

PlaI asset at fair value -488,555 429,948 391,070 

Plan assets in excess of projected benefit obligation 191,844 177,680 135 882 
Unrecognized net gain. . (136,264) (121,066) 84098) 
Unrecognized prior service cost .13,813 7,254 8020 
Unrecoiized nettransition asset 16,526) (19,991) (2 455) 

Prepaid retirement plan asset $ 52,867 $ 43,877 $ 36,349 

9 net retirement planexpense(income) includes S, 
the following components 

S6lvice'cost . $ 5,854 6,371 $ 5,888 
Interest cost 19363 19097 8,211 
Actual return on plaiassets (71,729) (48,244) 73242) 
Net amortization and.deferral 37,522 15,48' 42791 

eg latory adjusti ent . (2,442 (4,885 ( 5,3 

Ieretirementplar (i come) $ (11,432 $'(12,413 $ (11,678) 

The assured rais fi calculations used in' 
the ab ove ta les e 

Expected long-term return on investients 8.75%.. 8:50% ' 9:00% 
Avdrage rate for future salary iicreases 5.50% 5 .5 0 (/9' 5 6.250' 

scount rato to compute projected benefit obligation. 725% 7 75% 7 75'/ 
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-Longl-Tm Poe Supk for. public liability cl aims arising outf aT ei 6e nuclear incident In't 
INovember -1995; WPSC signied',a'-25-yea agemn o event of a nuclear i ncideniv~ig yo h ain 

>prhsepwr rmPIsky-,Energy: Corporation[ ("Poisky") l,-",icensed reactors, WPSCis ,subject,to a6 proportion'al 
anepedentoi'rpoue rpoigt ul assessmi~ent whichis aprxmtely $32 7 millio per incident 

*~ cogneaton'acliy ridsel le 
cogneatin ci ty an §ll'letrical-power to'WPSC- nhot to exceed- $4- 1' million pe'r incident., per calen'da year 

IOcoe 1997,th P sC ised aefcte ofPblcThese'amounts, rersn W -C41.2/0 oweshpshare in.  
Conveienr66eand -Neessty.'authorizing ,construction-of:the Kewaunee. , 

project. Phase l,'o tepoetwhhiexctdobeLIear Plant Opertin..' 
operational, Ouring' 1999, 'will -be acc6unted foras a capitalized., -,On 'March 5, 96WPCfile 1naplctinwith'the 

leae wththe.capitalized amounr't beinaprxaty PSCW for0prmission'to replace: the Kewau'nee steam-, 
-ilio. f P~s:I lbecm~§ op~rationAl ' s -$77.0 miln.IPh'sIlbecness generators., Public .hearing werehliJanuary19 

currentl lroetdoboprtnawihinf ive years-of the A- decisionis expected in Mah98rTeftl oto 

star ofPhae lan~ddtioai~lan aset f aproimaely repacing the two-steam-generators is cilproximately 

$77.0 iloi' ile' $89.0 million. WPSC's sharei $3.7 . lio~~yaof < 
GsCS't., .~ occurren'ce, dollars. 'The 'other two 6windrsof Xbwaunre6'.  

,,WDSC-~s-htura" I trasott cotr'dacte aeen: 
WPChsntr!gas supply-n ran pf8io d o rco not -faor -steam generatorrelemn., 

th-at .will require total estimated demand payme6nts of . The' net -book value of WPSC's share of K uie t 
- $38.miIlioni-throibih.Octobdr 2008. -i '-+ Dcember 31, -1997 is$43.0 m~ilo.Inadto t ,eurh 

TeFERQ has alowe'd-ANR Pipeline Compan "N oto "PS' saeth estiad costodorniin 
j PCsprimary-pipeline supplier, to' iecover Wois,. ,Kewaunee;,, ssu ming ealyretirdrnienti exceeds thetrus .  

,customers,j inldn6PCaprino ertain, tk-rpay ases~ eebr31-1997by $48.1'rmillion. If- retire6d early,.  

cbtst ncri9dfomreegtiti~it lngtemgssuppl Y -. :Kewaunee would be- placed in a'dormant state followingthe; _.  

haegranted WPSC_ transeo sp~ _fuel totemporary storage'facilities~drti 
recovery. of all ANR take-or-pay costs§.WPS.C has'satisfied all -plafn, Kewaunee would 'remai6n iact with.-minimal monitoring,..  

--,-cuirent-direct-billed taike -or-p~iy~costs from AN. RJemaining .. and ,maintenance until p~hysical decommris ioning begins.  
ia ->taeor -pa6y V 6o1umetr ib su rc h args e estim a t d -to be -Actual- decommis-sioning would prbaly nt binutil 

-"0. induring '1998.)> -*. . aproxr imately 20615.:.If. the 'o'tier's of:Kewauneeldecide niott 
- ~No 63 (Ordr)relac te sea 6gneratorsorif'the*PSCW does- not;' 

,", ,which yrequired, natural gas p ipe Iin e sto, rstru ct urd, the6ir. sale 6s. av-,,thorize'repl a'ce'm-ent, ranage mentbelieves the carrying' 
and transportation service~s. As a eut P"wsolgtd amount And any.unfundbd-dedommissioning costs at the date,, 
to pay for a portion of ANks 'transitioincosts incurred to; of' Kewaunee's retirement Would be'reco~erabl6 from 

_--comply-, wvith'the Orderk. ANR~rec-6vers these transition costs cu6stomersin *aes n-htno writ'&dbwn foripimn 
through a Gas Supp'-*Realign innQSR dida nda wu e eesry OrnJnur 3, 1997; the PSCW accepted-" 
P.ri'ciig Differential ("PD") suLrcharge;, with most cha rges WPSC s recommendation to accelerate :recovery of the 
recovered' through thePD31mecha'nism. On,'Decemrber;31 Mtosn-eal otoi ~hte current undepreciated 

1 997;T R hdet se~t PDcost r~ecovbry fiind.iWPSC-- pl0ant balance and the unfunded 'ecommi~ssioni"ng cssoe 
eieves: thi mybANsfiaPDflnasotPDeigible six-year period, 199,710dg 20. - j .- 

*~ ~ cotats hae mpired,.-and AINRsP mharisiied. Cen i euain 
* ~feti~ an _ry 31:i -99'WS' "si e reann PD Ii * WSi nopince with: both the Phase[I -and Phase, II:' 

* costs are $0.rilonhuh there imay- be_ adtoaPDnd 9ufrdoxid 0andnitroadn ox emissionlimit salsed 
S SR t'ransition, costs, wh' i old'be-significan-h amut -by the Fed~iraI Clean Air Ac mnmenso.19.Adtna 

adtiming . 'hb co'.its are unknown. at-this time. capital .ex~enditures of $O'il o$. ilo-r and'te houh19 fo Wiscoi$2andmfedera airequality, 
Man agemenrit.expects tbo-rec6Ver these costs in future jc~ t~uh 99frWsos6adf 

* customer rates since 'the .PCWp an MPSC haealwd.bleethat-a'l- costs incurred for copiance. I Marigemrentb es ar.  
suhrecover oate.'-.additionial 'compliance-will be recoverable irf uture-cu'stomer
Iln- D ecember 199,FR approved astleetagemn rte, 

which'establishes-the price for ANR s gas puqrch'as'es anhd MnfctrdGa lntRmdit 
demand 'chaes from the1 Dakota. Gasification- Plant Demand WS sivsiain h nio)nntlcenpo ih 

chagesforWPC trouh 003areestmaed o b -manufacture d gas9 plant, sits A-detailed investigation has not,-: 
$15 iliolet been. perform edor: the eight h site Future- investigatio 

Nuclear Lability ad clean up costs for all'eight sie setmated -to, be in thl 

The Price Anderson "Act provides,,for.the. pa yment of funds range -of $34.1 mbillion-to. $41.1 million,. These estimatesma 
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adjusted in the future contingert pon remedial technology, N 1TO G H 
arequirements, and experience gain d through PENINSULA ENERGY CORPOATIN 

anup activities'-O Jy10197WS Onpp ac, iv es:"". "On July 0 1I997 'WPSR announced 'an ,agreement to, merge,A liability for cleanip of $41.7 million had been.establishe .a with Opper Peninsula Energy Corporation ("UPEN)Th S-4 with anoffsetting regulatory asset (deferredcharge) Of thisef 'Reg s~tratior hStatemnent wa dcl aredeffective by the amount, approximately $1.5 million has been spent to date.  Seurities and Exchange6 Comtmiss on' ("SEC"), on' Management believes that cleanup cost net insurance Deceber5,491 he harholdrsof UPEN approved'therecoveries, but not the carrying costs ass6ciated with the .he merger is subjIct.to -merger on January 29; 1998.Themrgr' sbet tc cleanup expenditures, will be recoverable in current and future (the F ( a 
(1).approva byteEG2 prvlby -the SEC und6r the._.--: customer rates.. WPSC hasreceived$12. millionn nsfrance Public Utilit- Holding Company Act of1935; (3 the expiration recveieswhchhave rbe recorded as reduto in- thi r ctionIntor termination of the waiting period applicable to the merger 

regulatory sset. The:PSCW t as auhthoizedc'urrent-." runder the Hart -Scott-Rod ino Antitrust Improvements Act of annualized recovery for gas site' cleanu of 225,000 for ech 1 
theda 997an 198 1 6;(4recbipt by the pa'rties pof am opinlonr ofcotinse that the a the exchangeof stock'qualifies as a tax-free transaction; 

utur Utility Expenditures 5) receipt by the paities of appropriate assurances that the Management estimates 1998 utility plant construction trasaction x-ill be acc6unte fr as a pobling- d 
transa astaon.Wirll,6finterests; and 

irexpenditures tobeapproximatel $88.3 million Demand side (6) the satisfiction :of variouste e r is rianagement ('DSM'") expeniitures are estirfiated to be e * -' ed- "be ontither dndhalfhof99h U rnetdtb*6pieted in the secon'aff98.UE 
8 0 million No DSM expeiditures will be deferred in 198," willmerge with and into WPS , and Uper Peninsula Powr 

7the outstand ng deferred asset balance at December 31 Company ("U PPCO"), UPEN's utility su sidia wi becor a 
'f$.4 mIllioil be xarnotizedot four years olo ne susidiarf.WPSR.  

consisent With revr The- surrimary below contains selected unauditd roforma 
financial data for the year ended December 3 1997 The No aY0RGUAO ENVII ONIVENT financial data shul d in conjunction with the historical 

PSC receiv a rate ordder inthe iscohsin jurisdiction in - WPSR and UPEN 'consolidated financial statements and 
ry 197 The impact was approxirmitely a$35 5 million related rotes. The pr 'forna combined earnings per hare 

;ease in electric-revenues-and-a $5 million crease in reflt the isuance fshars ss6ciated Witthe rge 
as revenues on anannualized basis..The new rates were agreement 

effective for 1997 id \will be effective for 1998 VPSC intends Und t e o n t 
file an applicon with the CW o pil 1 1998 for 5 01 a P common stock (n i and gas rate increases which would be effective in vaue) will be erte ino 00 shar of WPS common 

199 nd200stc($ 006par value) sub ject to.adjustmrent-for-fractional' 
- - -. ~ ~ .-. -*--- - shsares.; ~ . - -

Pro Forma 
WPSR PEN Combined 

(In thousands except per share data) (as reportedj (as reported) (inaudited) 

Operating revenues $ 878,340 $ 60,104 $ -938,444 
Net income $ 53742 $ 2,067 $ 55809 
Basicandii ted earnings per share 2 25 $070 $210 
Assets at Decmr31 1997 $1299,602 $136844 $1435804 
Long term obligations at Deceber 31 1997 30 008 $ 43,00 $ 347,015 

UPE i a oling company incorporated. under the laws appoiaey460surmlsofrmrlyualrea 

f the State oMichn UPEN 's prin ipal subsidr UPPCO furnishes eergy to 99 corinities and adjent 
UPPCO is an electrc utility engaged in the generation areas and pr6vides energy for resale to 2 other investor 
purchase transmissior distribution and e of eectric owhed electric utilities, 2 cooperatives and 4 municipalities 
enery in the Uppr Peninsula of Michigan UPPCO se res The main industries in UPPCOs seice territory are forest 

roimatey ooo 0 ustorers in two t s of Michigan's roduct iron mining and prtcessing tourism and small 
-rPenirsula. UPPCO's service territo ry covers a mafct ring
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te 2: SEGMENTS OF BUSINESS 
eThtable below presents information frthe respectIve years pertaining to WPSR s operatios segmented by lines ofObinQ 

(Thousands) .9,97:, 

Electric Utility , Gas Uility,. Oerations TOta 

Operating revenues 479388 $211,90 187,862 878,340 
Operating expenses 
)peration and maintenance 294,897 181,784 197,581 674,262 

-ercain68,469, 7,350 4,722 77,541

Other taxes 23,024 3,372 52 26,448 

Total operating expenses 386390 192,06 99,355 778251 

Operating income . 7 $ 92,998 $18,584 1$ (11493 00,089 

Identifiableassets (a) $906,198 $235;490 $ 65,648 1 $1,207,336 
Assets not allocated 9(b) 2,266 

Total assets - log:$1299602 

onstruction and nuclear fuel 
expenditures includirig AFUDC $ 48,696 $ 16,950 $ $ 65,646 

1996 

fig revenues $490506 57, $156 ,3 858254 'i 

perating expenses 
Operation and mairitehance . 309,212 190331 165,844 665,387 
liepreciation 56708 7,127 1,343' 651 
6theres 23 161 3,78 (1) 26 

Total operating.expenses 389,081 201166 167186 

Operating income $ 101,425 10 191 $$(10,795) 10821 

Identifiable assets(a) $905 325 $255200 $ 71,97 $1-232442 

Asets ot al ocat 98,423 

Tota assets $1330;865 

Construction landriudlear fuel- t- J ..  

expenditures including AFUDC $ 63 941 1773 $ 81,714 

995 
PC $489,000 

eating'revenues $489,000 $174,693, $ 56,155 $-719,848 
eratiigexpenss 

Operation and rnaintenance 310,293 152,062 57 538 519893 
Depreciti6n ': 58,608 6766 253 65627 
Other taxes - .i 22,171 .3,749 1 25,921 

Ttaloperating expenses 391,072 162,577 7 5792 61,441 

perating incorne $ 7 $ 12,116 $ (1 37 $ 108 407 

Id tifiable asets $906,029 $232983, 33,332 $1172344 
Ass t alloc e 399 
Total assets $126743 

Con tructioi ard iclear fuel 
expenditures including AFUD $ 56916 $ 16,335 $ $ 73,25 

(a) At December31 and net of the respective accumulated depreciation. Y 
(b) imarily incde cash, investments pensio assets nonutility rope and othe receiva es 
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Rebort of IVana ement Re"ortobf Idebendent-Public Accountant 

9'ARTHUR LNRE PLF 
WPS Resources Corporation 

The manageient of WPS Resources C6rporation To the Board of Directors of" 
WPSR") has prepared and is responsible for the. WeS Resources Corporat on 

consolidated financial staternbts and related financial 
information encompassed in this Annual Report. The We have audited the accompanying 
consolidated financial statements have been prepar edn solidatbc balhe shietn amreioosoliffte 
conformity with generally abcepted accounting .,aterients capitaization of WP Resources 
principles, and-financial information ihcluded elsewhere Corporation (a.Wisconsin corporation) and subsidiares 
in this report is consistent with the consolidated financiar as of December 31, 1997 and 1996,ard the related 
sta eten consolidated statements of income, dretained 

SWPSR maintains a ,ystem of i aterndVadcounting - .,earnings and cash flows foreachof the thre eers ih 

control designed to pr6vide-resonable assurance 'theperiod erided IDecember 31, 1997. These fin'ancial 
asa eguaeri statements are the resp6sibility of the onpay' -Ah~at W58SR's, assets'ar sfegared and that may'_ 

transact ions are execut and recorded in accordance , mnagenent Our resporsibility is to'express an 
p-piiion ntee firfancial -statem ents basedb onour with autzhozed procedures Written policies and -opno - f s m b o our 

procedures have been developed to supp6t the internal audits 
<We conducted our audits in accordance with 

controls in'place adae updatec necessry genrall accepte audng stadards os 
WPSR aso main tains n internal auditing departmen standards require that w plan and perform he audit 

that reviews and assesses the effectiveness of selected to obtain reasonable assurabice-about whether the 
'internal cbnt'r'ls"ard'reports'to managemet ias to tir fiari ial statments are free of material misstatement 
-findingsand recommendations for improvereteritn A itin g,. on atest basis,-eviden 

Th Board of ictors has established an A dit supoidng the amo nts and disclosures in the'finai 
ommitteecompried etiely f utsidedirectors; wic staterents. n audita so includes assesig 

active y assists the Board its*lvf. overseeing a ing principles used and-signhificant estimates K 
WPSRs finincial~ reporting process and syster o bymanagementas aell as evaluating th'e 
V 'iriterinal;caitro1 - j. . overall finarcial tatemen pesertatioh We ee 

he accompanyin conolidated financial statements thatpur adits provide a reas(onable basisfor  
have been.audited by Arthur Andersen LL independent our-opinon 

ubli accountants, whose rpifollows In dtirdinion the consolidated financial latements 
_,'refered to above present fairly in all rrateial respects 

e financ ' position of WPS Resources Corporation 
and subsidiaries as of December 31 1997 and 1996, 
and the results of its operations and its cash flows 
or each of the three years in the period ened 

arryLWeyers ember 1.1997 in coriformity With generally 

c President, and Chief EpciOfficer 

Sii 

DailP BiEr ARTHUR.ANDERSEN LL 
Vce President and Chief FnnilOfcr'-*.'-~' 

- Milwau6 -Wisconsin
January2 -199 

Diane L -Ford-.'0 
Cntroller ad Chief count ing Officer 
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Year Ended December 31 (Thousands, except share, amounts) 99 1996. -1995

Operating revenues 

-Electric utility $479,388 $490,506 $ $8900 - $4 
Gas utility 211,090 11,.7174,693 - 1 
N6nregulated energy and other -187,862 156,391.' - 56,155

80,816 $493,256 
82,058 - 187,376 
10,921-f . -.

1994 - 1993.

Financial Statistics

Total operating revenues .8 8,340 858 254 719 848 673 795 680 632 

Operating expenses 
Electric productiorffuels 107,538 105,418 104,858 111 011 114,051 
Purchased;power, -45,876 : 37,737- 39 593 38631 - 30:703 
Gas purchased1for resale 147,755 149,388 116253 126351 133,347 
Nonregulated energy c6st of-sales- 182,863 155,133 -- 53,983 10,663 
Other operating exbnes I- 148,569 -- 168,905 154,445 1148,917 148 270 
Maintenance 41,661 48,806 50,761 49,983 51 597 

:Depreciatioh nd dec6mmissionirg 77,541 65,178 -65,627 56,365 60,609 
Taxes other than income. 26,48 26,868 -25,921 26,063 25204 

Total operating expenses 778,251, 757433 -611,441 -'567,984 -563,781 

Operating inconme 100,089 :100821. ,108,40 105811 116851 

Other income 
Allowance for equity funds 

used during construction 129 139. 170 108 287 
ther;-net 1,511 (1,084) 6,080 4473 3 356 

otal other icore 11,640 (:945) 6250 - 4,581 3643 

income before interest expense 111,729 99,876 114657 110,392- 120494 

Interest 'on long-term debt--' 22 331 21 532 22,859 23,407 '24 393 
Oter interest -4,172 3596 2604 1,796, 1,562 
Allowace for borrowedfunds- 

s-ed during.constructior 100) (128) (68)' (139) (200) 

Total inteiest expense 26,403 25,000 25,395 25,064 25,755 

I1ncome-before inome xes 85,326 74,8Z6 89,262 85328 94 739 
Incme taxes 29,270- 24,358 30,808 29,526. 32539, 

--Minorityinterest (797) ( 348) -- 
Preferred stockdividends of subsidiary - 3111 3,111 3,111 3,111 3,311 

Net incom e $ 53,742 $ 47755 $ 5343 $ 52691 $ 58,889 

Shares of common stock 
Ou standing at Dece ber 31 23 897 23 897 23897 23-897 23,897 
Average 23873 23,891 23897 23,897 23,888 
Basic and diluted earnings 

per average share of common stock $2.25 $2.00 $2 32 $2.21 $247 
Dividend pershare 6f common stock 1.92 1 88 1.84 1.80 1 76 

WPS RESOURCES CORPORATION 35
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Electric

WISCONSIN PUBLIC SERVICE CORPORATION 

Operating rivenues (Thousands) 
Residential and farm $163,766 $169,587 $168,39 $163,381 $165,568 

,Small commercial and industrial 138,949 144,055' :140,280 137,323 140,678 

Large commercial and industrial 120,312 118;997- 117,978,- 118121 J123,920 
Resale and-other 56,361 57,867 62,351 61,991 63,090 
Total - $479,388 '-$490,506 :$489,000. $480,816 $493,256 

Kilowatt-hour sales (Thousands) 

Residential and farm . 2,565,432 .2,570,397- 2,548,373 2,406,479. 2,349;307 
Small commercial and industrial 2,876,832 2,761,278 2,672,359 2,555,488 2 444,548 

Large commercial and ndustrial .3,943,275 1,744,153 3,644,764 -3,468,390 3 296,254 
Resale and other -1 873,788 1,936,014. 2,112,635 2,T21,660, 2,060;804 

Total .11,259,327 11,011 842 10,978,131, 10,552,017 10150913 

Customers served (End of period) 
Reseia anarm 334134 32522 322,550. 316,442 310,336 
Small commercial and industrial 39,400 38,376 37455 36,491 35 683 
Large commercial and-industrial 197 168 170 164. 137 

Resale and other -- 836 826 802, 796 794 

Total 374,567 ;367,892 360,977 353,893 346 950 

Annual average use 'Kilowatthous.  
Resideritial-and farm 7,751 7,905 7,982 ,688 7649 
Small:commercial and industrial 74,082 72,995 72,326 70931 69,532 

m"arge co~ntercial and industrial 21 606,984'- 22,115,491 21,824,937 22,091,659 24 41660 -.  

AVerage kilowatt odur pice (entsl 
Residential and farm 638 6.60. 6.61 679 75 

Small cmmecia an industria 4.83 5.22. 5.25 5 37 575 
Large commircialahdindustrfal 3.05 3.1,8 3.24 3 41 3.76 

P roductionicapacity (summerklowatts) 

Steam 1,326,000 1,325400 32540 1,318,300 1,315300 
Nu clear 212,200 213800 216;700 215,100 215,100 

Hydraulic 53,000 .53100 52900 53,400 53,100 
Comustion tur 205,930 20600 207,480 01,200 1772 00% 
Other 7,800 4,20 4-240 4,240 4,240 
Purchased capacit 14,750 27,250 26400 26,400 27,700

Total system capacity t :1,819,680 -1,832,350 1,833,120 1,818;640 1,792,640 

Generation and purc ases es, 
(Thousands of kilowatt- hours) 8 
Steam., '8,213518 7,95,378 7,42812 7047511 7004,634 
Nuclear 973,485 1,305751 1,564'268 1 631,003 1,572,696 
Hydraulic -351,034 359,750 306,101 292617 346,386 
Purchases d other -2,327,334 -2,050,762 2,30399 2,243,021 1,849 047 

Total 1865,371 .11,672,641 1 80 693 11,214152 10 772, 63 

Steam fuel cdsts..  
t (Cents per million. Btu)1* 

Fossil 10.124 ',115 132' 1132.360 39.038 
udlear - .',-43.174 46674 49.539 49.168 44.888 

Tota. ..;103.093 1439 106.320 1167 2 1294b 

o1' 9'W: ' 5000 1670,00 1 O" 6, Atema peak ftrm (K:2owatts) 705 170000 76496% 73 

Annual- load factor 7942/x 7756/ 0%2e 796e 72/ 
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iPS RESOURCES CORPORATION

*'1997 " 1996 1995 1994 1993

- 4

w C!

Operating revenues (Thousands)
Residential $122,782 $12?,224 $109,998 .$104,020 

Small comrimercial and industrial 23,790 22,392 1993 ,18 586 
Large comrnmercial and industrial 53,517.' ,2 . 47,627 1 45,11 
Other '.- '*190,310 '164,673 ,-52,367 25,258 

Total -$390,399 $364,500 22992 $192,979 

Therms delivered (Thousands).  
Residential:-.- 202,558 ' 216,963-, 2021,52 1 87355 
Small commercial'and industrial, 43,056 , 46,614' 42600 .. 38, 68 
Large commercial ahd ihdustria 127,132 142,03 129494 115,93 
Other .595,154 527,069 29437.2 56,961 

Total thern sales. 967,00 932,679..' -,668,618 398823 
Trasportation 268,114. -'251 ,279 ':241,531'% : .,234,149 

Total 1,236,014 1,183,958.' 910149 .632,972 

WISCONSIN PUBLIC SERVICE CORPORATION 

Operating revenueS (Thousands) 
Residential $122,782 $122,224 $109,998 $104020 $110541 
Srnall com'nercial and industrial 23,790 22,392 19983 1886 20,254 
Large comm ercial and industrial 53,517 55 211 47627 .45,115 47,091 

~er'. '- ' 11,001 1530 (2865 14,337 9490 

tal11,00 $211,37 $176 $182,058 $187,3 6 

Therms delivered hosands) 
Residential 202,558 216,963 202;152 '187,355 192053 
8mall commercial and industrial 43,056 46,614 42,600 38,568 415385 
Large commercial and industrial 127,132 ' .142,033 .129,494 115 939 108 068 
Qther 21,148"' 9,709 15,415 9,810 6,33 

Total therm sales 393,894 418,319 389,661 351,672 347843 
''.'.Tans ortaton -268,114 ' 251,279. 241531 234149 220,672,' 

Total 662,008 666,598 631,192 585,821 568,515 

Customers served (End ofperiod) 
tResidential 198,524 192,947 18626 78,992 172,902 

Small commercial and industrial 16,770- 16,133 1519054,689 14,51 
Largecommercial and industrial 2,780 2,846. 2 432 2,867 2,508 
6ther-

Transportation cisom ers 24 167 12 117 127 

'28,299 212,094- 204;72 96,666 90,109 

Average annual use (Thers) 
Residential'.. 1,037.3 1146.6 12.3 1,0688 11284 
Small comerial and industrial 2,6194 2937.2- 2,770-8 2 673.9 2 888 8 
Largecommercial and industrial 32,423.5 37,163.7 39, 34651.2 413544 

rage therm price (cents)5 
3dential 60625654 4 5 57 

all commercial and industrial 55:25 48.04 4679 8.19 4894 
Large commercial an industrial 45.92 - 42.84. 4063 . 184 4 97 
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. .Shareholder Inquiries If a dividend check is not received 
Shareholders who have questions. on the payment date, wait 

about their stock-holdihgs can contact approximate ten days to allow for 
the Shareholder Series Department del aysin mail delivery After that time 

TinGreen Bay 6etween tie hours-of z call the^Shareholder SerVices 
7 30 a i.: nd 4:30 p m central time Department to request a replaneent 
Monday through Friday. check 

.* .Saeholders a lhavedividends 
Commchstock -electronically deposited in a checking 

-~~ Common 'stock mfay be purchased orsvnsacutata finiancial.  . . agnin .,odr saingsacouni a 
.andsold through the WPS Res cs intitution If divde6ds arenot.  

" - Corporato glStockAnvestment Plan ci deostd sa 
'**pan mailed to shareholders 
section and, alternativly, trough 

*brokerage firmiis and many banks Stok Investreit Plan 
Common tock certificates issued WSR maitins a Plan for the 

m . sb -befor nSptember 1 994 bear the purchaseof cornr stoc Ich 
a a * me of W onsin'Public Serice allows phrsons who are ot-already 

Corporatio ("WPSC") and remain; 7> shareh6lders (and who are not 
lid ceificates dmpl6yeesdof WPSR or its system

. Ef five December 1 996 enach cmpanies)to beco prtici ts 
* .. . share of comnon stock has witfi a.rinimum initial cash investment 

assciatda with it i t fwhich would of.$100. The Planvenables articipa s 
entitle-the owner topurciase to maint inregitration with WPSR in 

* additional shares of common stock their own name rther th with 
*llh * - under specified terms and conditions broker in "street name 

. . .. - -.. - ig ihtsare ot ti Te Pl o r vdes shrehder 
S , * - exercisabile TheRighis would become with obtions:to reinvest dividends and 

exercisablete days after a persn or akeoptional cash purchases of 
gru (1)acquires ,15/o ormore of common tock directly through WPSRS / 

.1 *.* - . /VPS ResourcesC orporation's ' without paying brokerage commissiahs 

- . . WPR )common sTOCK or5  fees, orse e harges Optio 
(2) anounces a tende fer scah payments of not sles than 
acquire at least 5% of WPSRs $25 per payment iay be i ade 

S* commo stock sjecteo ai imum 3of $10 000pe 
On Dece6mber 3'1-1997' WPSR had.. calendar. year,..  

23,896962 shares of common stock Cash for investment must be 

outstacing which were ned b received by the 18th of the month inall 

23704holders f ecord months except January and GOctober 
-. hen the lastidate for receipt ofcas 

Sn-i DIdends is the 19th Cash investient dates for 
Cash.dividends on common stock 1998 re 

- * * - ' ~~hav6'e een-paid qatryt 
- * shaehilders since 953 PSR January 20 July 20 

expectsto contm inuetopay quarter Februar 20 August 20 
cash dividends on common stock March 20 September 21 

Futuren diiare depenent on April 20 oOtober!20 
-* * r l tio ins, I May 20 Noveber; 2 

-*. * :e s . -'-- requirements fsflows and other Jun Decere21 

- n - * - finncial onsideraticns_ _ _ _ _ _ 

. . ** . . . Anicipated payment an Shares held in the Plan may be sol 
-. , dates for cormon stock dividends by theagent fr the la t the 
paid'in 1998 are direction ofthe shareholder oaf 
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A. Dean Arganbright 
(Age 67) 
Oshkosh, Wisconsin 
Retired Chairman, President, 
and Chief Executive Officer 
Wisconsin National Life 
Insurance Company 
(Director since 1972)

Michael S. Ariens 
(Age 66) 
Brillion, Wisconsin 
Chairman 
Ariens Company 
(Director since 1974)

Richard A. Bemis 
(Age 56) 
Sheboygan, Wisconsin 
President and 
Chief Executive Officer 
Bemis Manufacturing 
Company 
(Director since 1983)

Daniel A. Bollom 
(Age 61) 
Green Bay, Wisconsin 
Retired Chairman and 
Chief Executive Officer 
WPS Resources Corporation 
Wisconsin Public Service 
Corporation 
(Director since 1989)

Sister M. Lois Bush, SSM 
(Age 53) 
Milwaukee, Wisconsin 
Chief Executive Officer 
Ministry Health Care, Inc.  
(Director since 1993)

Robert C. Gallagher 
(Age 59) 
Green Bay, Wisconsin 
Chairman and 
Chief Executive Officer 
Associated Bank, Green Bay 
Vice Chairman 
Associated Banc-Corp 
(Director since 1992)

~i)

Kathryn M. Hasselblad- James L. Kemerling 
Pascale (Age 58) 
(Age 49) Wausau, Wisconsin 
Green Bay, Wisconsin Consultant 
Managing Partner JLK 11 
Hasselblad Machine (Director since 1988) 
Company, LLP 
(Director since 1987)

* Directors of WPS Resources Corporation are also 
Directors of Wisconsin Public Service Corporation.

Larry L. Weyers 
(Age 52) 
Green Bay, Wisconsin 
Chairman, President, and Chief Executive Officer 
WPS Resources Corporation 
Chairman and Chief Executive Officer 
Wisconsin Public Service Corporation 
(Director since 1996)
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0.  
WPS Resources Corporation 

karry 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. Mikulsky 
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. Treml 
Vice President
Human Resources 
Age 48/Years of service 25 

Glen R. Schwalbach 
Assistant Vice President
orporate Planning 

Age 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 

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

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 

Daniel 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. Tremi 
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

Phillip M. Mikulsky 
President and 
Chief Executive Officer 
Age 49/Years of service 26 

Darrell 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.  

WLeadership 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.

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 

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. Schrickel 
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

Bradley 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. Liegeols 
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 

Daniel J. Ropson 
Manager-Engineering and 
Technical Support 
Age 48/Years of service 25 

Walter G. Sandberg 
Manager-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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