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BUSINESS 
WISCONSIN PUBLIC SERVICE CORPORATION 
is an investor-owned electric and gas utility 
serving a 10,000 square mile area of 
Northeastern Wisconsin and an adjacent part 
of Upper Michigan.

OPERATING HIGHLIGHTS 

Revenues 
(Thousands) ........................................  

Net Income 
(Thousands) ....................................  

Earnings Per Average Share of Common Stock ..............  
Dividends Paid Per Share ...............................  
Book Value Per Share ..................................  
Construction Expenditures 

(Thousands) ........................................  
Capitalization 

(Thousands) ........................................

1986 1985 Change

$592,270 $638,504

51,541 
4.06 
2.93 

29.87

57,415 
4.45 
2.71 

28.82

- 7.2% 

-10.2 
- 8.8 

8.1 
3.6

55,547 55,709 - .3 

631,420 649,987 - 2.9

Electric Customers .................................... 307,559 302.070 1.8 
Electric Sales (Kwh) 

(Thousands) ........................................ 7,772.905 7.445,019 4.4 
Gas Customers ........................................ 162,913 159,621 2.1 
Gas Sales (Therms) 

(Thousands) ........................................ 351,014 451,419 -22.2 

COMMON STOCK - TWO YEAR COMPARISON 

Dividends 
Share Data Per Share Price Range 

High Low 
1986 

1st Quarter $ .715 46Y2 38% 
2nd Quarter .715 50% 45% 
3rd Quarter .75 63 50 
4th Quarter .75 55% 48Y 

Total $2.93 

1985 
1st Quarter $ .64 33Y 29% 
2nd Quarter .64 37% 32Y 
3rd Quarter .715 39Y 35% 
4th Quarter .715 40% 35% 

Total $2.7 1

COVER: A rising sun sheds golden light on downtown 
Green Bay and Wisconsin Public Service Corporation's

Expanding downtown development has been healthy, 
oarticularly in the area of convention facilities, office



LETTER T@ lWELDn

Linus M. Stoll Paul D. Ziemer 
President and Chief Operating Officer Chairman and Chief Executive Officer

TO OUR SHAREHOLDERS:

The year 1986 was difficult, as evidenced by the decline in earnings to $4.06 per 
share from $4.45 per share the prior year. There were a number of prime 
contributing factors: higher gross receipts taxes due to Public Service Commission of 
Wisconsin (PSCW) accounting procedures; the partial write-off of a coal contract buy 
out; higher interest costs resulting from the $45 million bond sale in late 1985, and 
warmer weather.  

Ouarterly dividends were increased from 71V2 cents per share to 75 cents per 
share effective with our September payment. This was the 28th consecutive year of 
dividend increases.  

Electricity sales were up 4.4%, compared with 1985. The increase occurred 
primarily among industrial customers.

Common Stock 
Dividend 
Increased 
For 28th 
Consecutive 
Year 

Electricity 
Sales Up 4.4% 
For 1986
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N POPl 
Chairman Paul Ziemer, 
center left, and U.S.  
Representative Tom Petri, 
center right, help unfurl the 
company's "C" Flag for 
outstanding community 
service.  

Kewaunee 
Nuclear Plant 
Distinguished 
For Safety And 
Performance

Corporate Goals 
Are Keeping 
Down Costs And 
Increasing 
Customer 
Satisfaction 

Emnployee 
Productivity 
Is Being 
Stressed

Gas sales declined 22.2% from 1985. Most of the decrease is attributable to a 
number of our largest customers purchasing gas directly from producers and 
contracting with us to transport it to their plants. Although we lose direct sales to 
these customers, we continue to recover our normal margin for transporting the gas.  

In December, the Federal Energy Regulatory Commission (FERC) extended the 
temporary transportation gas agreement between our gas supplier. ANR Pipeline, and 
gas customers in our area. This will allow customers to continue to buy lower priced 
spot market gas and avoid the need to switch to other fuels.  

Conservation and transportation will do much to continue the slide in natural gas 
sales in the next decade, even if there are additions to our load. We predict our 
larger customers will remain on transportation gas agreements as long as federal 
regulations permit. If transportation is discontinued, we may face stiffer competition 
from oil.  

Our Kewaunee nuclear plant was distinguished for its safety and performance 
records when the Nuclear Regulatory Commission (NRC) announced it would reduce 
plant inspections. Also, we received a national award for the plant's operating 
excellence. Kewaunee's availability of 85.8% in 1986 continued its ranking as one of 
the best in the country. We operate the plant and share ownership of it with 
Wisconsin Power and Light and Madison Gas and Electric. Our coal-fired Weston 3 
plant's availability of 91% was another leader in the industry.  

Annual kilowatt-hour firm sales growth is expected to increase 2% per year 
through 1996 based on our projections, and we expect peak load to increase by 1% 
per year. This is lower than the ten-year projections reported last year. Because of 
this slower growth in demand, we do not see a need for more generating capacity 
until early in the next century.  

Our five-year construction program, 1987 through 1991, is projected at $330 
million. This is about $42 million more than the previous five-year period and 
includes about $4 million for sulfur dioxide controls at our generating stations.  

There are no plans to purchase any common stock in 1987, although we may sell 
bonds later this year or next year.  

Our electric and gas rates are below the national average and among Wisconsin's 
lowest. We see this as a positive factor in the economic development potential of our 
area.  

We must protect our customer base while adapting to the almost daily changes 
occurring in our business. As projections show, the days of increasing sales and 
steady, secure growth are behind us as our industry grapples with the countervailing 
forces of growing competition and continuing regulation.  

To build our competitive advantage, we must hold closely to our dual corporate 
goals of keeping down our costs and of increasing customer satisfaction. Our 
strategic planning committee has developed 20 initiatives addressing these critical 
goals and other issues indicative of our changing business environment.  

The implementation of cost control measures by our employees during the year 
greatly helped offset the absence of rate relief. Current programs in work management 
and employee time use will help us continue to improve our productivity. in everything 
we do, we are asking our employees to evaluate what they are doing and "to do the 
right thing right the first time."

2



We have identified programs that our customers have told us are sources of 
satisfaction or irritation, and we now are working to accentuate our positive programs 
and eliminate the negative ones.  

As we have seen, there are many outside forces that influence our business. One of 
the biggest this year is the Tax Reform Act of 1986. At this point, we expect the new 
law will have a favorable impact on our customers because federal corporate tax rates 
are due to drop from the current level of 46% to 40% in 1987 and to 34% in 1988. This 
should help hold down future rate levels and permit us to be more competitive.  
However, the new law also will reduce our internal cash generation which we expect 
will cause additional borrowing.  

Strict acid rain controls became law in Wisconsin in early 1986. We had supported 
a version of the bill that imposed emissions limits to take effect in 1995, but the law 
set the year at 1993, requiring of our company an additional $40 million in 
compliance costs.  

We anticipate a host of federal acid rain bills to be introduced in the 100th 
Congress, and we will oppose any provisions that fail to give credit for emissions 
reductions we already have achieved or ones that would unfairly force our customers 
to subsidize electric customers elsewhere in the nation. Since 1980, our company has 
reduced sulfur dioxide emissions by 35%.  

President Reagan signed the hydroelectric relicensing bill into law in October, 
amending the Federal Power Act of 1920 and removing the preference for 
municipalities to purchase hydroelectric facilities at depreciated cost. Strong support 
for this revision was voiced by many of our shareholders and employees, and we very 
much appreciate their organized support.  

We expect the Congress to debate a number of other issues that could have a 
major impact on our company. They will be given our close attention and reaction 
when necessary.  

Just as government must harmonize public needs with the public's ability to support 
government, so must business look to the future with an eye trained on balancing the 
requirements of employees, customers and shareholders. It is to this goal that we are 
dedicated.

Paul D. Ziemer 
Chairman and 
Chief Executive Officer

President Linus Stoll 
speaks to attendees of a 
Wisconsin Utility investors, 
Inc. meeting.  

Sulfur Dioxide 
Emissions 
Have Been 
Reduced 
Significantly 

Hydroelectric 
Relicensing Bill 
Becomes Law

tZ 4 
Linus M. Stoll 
President and 
Chief Operating Officer 

February 24, 1987

I I
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Marty Auer, left. Yenhung 
Li, and Janice Glime, of 
Michigan Technological 
University. Houghton, 
Michigan, inspect bog 
mosses for acid rain 
research being funded by 
our company.  

A conveyor deposits coal 
from a new unloading 
facility at the Pulliam plant 
in Green Bay where 
railroad deliveries now 
complement waterborne 
shipments.
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FINANCIAL 
Common stock and preferred stock shareholders' equity had been increasing 

and action was taken to stabilize the total equity ratio. The Automatic Dividend 
Reinvestment and Stock Purchase Plan was discontinued at the end of 1983, and 
221,930 shares of common stock were repurchased in 1985. For sinking fund 
purposes, the maximum amount, 10%, of the original 150,000 shares of 10.50% 
preferred stock was called for each of the last three years, and to date 98,555 shares 
have been purchased. In 1984, 15,000 shares of 10.75% preferred stock were 
purchased, and on May 1, 1986, all of the remaining 135,000 shares were redeemed 
at a price of $105.375 per share.  

In order to reduce interest expense, $23.6 million of bonds of the 1 1.50% Series 
Due 2015 were purchased in the open market in the last half of the year. Additional 
purchases will be made as opportunities occur.  

RATE PROCEEDINGS 
In April 1986, an application was filed with the PSCW for a general rate increase.  

Until the issue of the prudency of coal procurement practices was resolved in January 
1987, the PSCW had deferred hearings on the rate case. Hearings have been 
scheduled to start in April with a final order to follow.  

In response to an application made to the Michigan Public Service Commission in 
December 1985 for an $845,000 (8%) electric rate increase, approval was received to 
increase rates by $291,000 effective June 3, 1986.  

Under the FERC jurisdiction, the company filed for a 3% reduction in its wholesale 
electric rates effective January 1987. In response to the filing, we have been 
requested to provide additional information reconciling the rate changes proposed.  
The hearing process has begun.  

COAL POWER AND RESEARCH 
We introduced a new system for the cooling tower of our Weston 3 plant near 

Wausau. It provides data to help operators more closely monitor and control the 
plant's power production.  

Another innovation at Weston 3 is a coal agglomerator which reduces coal dust 
levels and increases coal available for power production. We also have begun 
growing grass cover over a portion of the plant's coal pile. This diminishes blowing 
coal dust and rain erosion.  

In the past year Weston 3 operated at 91 % availability. Since the plant began 
operating in 1981, its availability has been 84%, as compared with a ten-year national 
average of 78% for comparable units.  

At our Pulliam plant in Green Bay we began operating our new unloading facility 
for railroad deliveries of coal. With this addition of rail capability, we can take 
advantage of price competition between rail and lake shippers and reduce our coal 
inventory because of the availability of winter deliveries by rail. It is anticipated that 
savings of $1.6 million will be realized annually because of this arrangement.  

Projects under study involving coal and power plant systems include: 
* Extending the life of our coal-burning plants 
* Identifying the types of low-sulfur coal that will burn most efficiently 
* The cost and effectiveness of sulfur removal processes such as 

fluidized bed combustion and flue gas desulfurization (scrubbers) 
* Reducing nitrogen oxide emissions 
* The possible use of coal by-products such as fly ash and bottom 

ash in fertilizers and road bed construction

Shares of 
Common Stock 
and Preferred 
Stock Reduced

Wisconsin 
Rate Case 
Completion 
Delayed

Power Plant 
Projects Being 
Studied
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Specially designed docks 
and boat landings make it 
easier for visitors with 
special needs to enjoy 
recreational opportunities 
at Caldron Falls and High 
Falls hydro sites.  

In a company sponsored 
program, schoolchildren 
plant small trees at an 
Arbor Day ceremony at a 
new ornamental tree 
arboretum on electric 
substation grounds in 
Green Bay.  

The use of new fiberglass 
crossarms on our electric 
system near Rhinelander 
makes the line more 
reliable and attractive.
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We continue to participate with four other electric utilities on research of a new 
type of power plant coal burner that will control emissions of sulfur oxides and 
nitrogen oxides.  

ELECTRIC SYSTEM 
The largest single addition of electric load in our company's history, 40,000 

kilowatts, required the installation of a new ten-mile transmission line and the 
modification of two substations. This load increase was caused by the addition of a 
new paper machine by Consolidated Papers, Inc.  

A new service to large customers owning generation facilities is our "generation 
displacement service" rate. A test program with a paper company is now underway 
in which we contact the company and project our electric service rate for each 
upcoming week. This enables this customer to decide if it wants to purchase power 
from us or generate its own. As a result of this new service, an additional 2 1,000,000 
kilowatt-hours were sold in 1986.  

The hourly gross electrical demand rose to an all-time high on July 18, 1986 when 
demand reached 1,341,000 kilowatt-hours outpacing the prior peak of 1,268,000 
kilowatt-hours reached on December 17, 1985.  

Work is underway on a new 28-mile electric transmission system in Marinette and 
Oconto counties to replace an older, lower voltage system to assure customers of 
continued reliable electric service. The project will be completed in 1989.  

The high water levels of the Great Lakes are a major concern since they have 
already affected our transmission system and could reduce the availability of our 
largest generating plant.  

Persistently high water levels on the bay at Green Bay forced us to move 2.6 
miles of transmission lines inland to higher ground to prevent ice damage and make 
the lines more accessible for maintenance and repairs.  

At our Pulliam plant nearby. flood prevention measures include construction of a 
retaining wall around the plant's two largest units and flood barriers around major 
pieces of machinery in other parts of the plant. Protective facilities were also installed 
at substations at the plant and near some of Green Bay's paper mills.  

NUCLEAR POWER 
Our Kewaunee nuclear plant continued its record of excellence with distinctions 

on several fronts, including its 85.8% availability record, far surpassing the industry 
average of 69%.  

The plant exceeded 200 consecutive days of continuous operation for the fifth 
time in its history, a U.S. industry record. Kewaunee's record of being out of service 
only one day per year for unscheduled maintenance is far lower than the industry 
average of 30 days.  

Kewaunee was one of six nuclear plants to receive an "Award of Excellence" by 
the Institute of Nuclear Power Operations for the quality of its management, 
operation and maintenance.  

Scheduled NRC inspections at Kewaunee are being decreased in recognition of 
the plant's excellent performance and safety record. It was one of only three U.S.  
plants to be singled out in this way. The decision was based on Kewaunee's 1986 
Systematic Assessment of Licensee Performance review by the NRC.

Largest 
Single Addition 
Of Electric Load

New Peak 
Electrical 
Demand 

Transmission 
System 
Strengthening 
Underway 

Kewaunee 
Plant Record 
Of Excellence 
Continues
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The interior of a generator 
at the Green Bay Pulliam 
plant is examined for the 
life extension program of 
power plant equipment.
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We are a member of Pooled Inventory Management (PIM), which shares an 
inventory of costly, long lead time nuclear plant equipment. This program is designed 
to reduce the participating utilities' inventory carrying costs and plant outages from 
equipment failures. Various spare parts that could be used at the Kewaunee plant are 
scheduled for delivery to the PIM warehouse in 1987.  

HYDROELECTRIC POWER 
Planning for future electric power from Canada is being delayed while the 

government of Canada decides policy on hydroelectric power sales to domestic and 
U.S. markets.  

Our own hydroelectric plants, in the meantime, had another good year because of 
above average rainfall, with generation levels running about 10% ahead of our 
20-year average but about 3% less than 1985.  

We opened up our Peshtigo River watershed for development of part of a 25-mile 
cross country ski trail to be used for the Great Lakes Challenge race in early 1987 
and will be open to other skiers at other times.  

FUEL COSTS AND GENERATION MIX 
Fuel costs in 1986 compared with 1985, expressed in dollars per million Btu, 

were: 
Nuclear, $.50. down from $.59; coal, $1.90, down from $1.92: natural gas, $3.51, 

down from $3.95; and No. 2 fuel oil, $3.92, down from $5.53.  
The generation mix of fuels needed to operate our power plants in 1986 

compared with 1985 was: 
Coal, 71.0%, up from 67.8%; nuclear, 19.1%, up from 19.0%; hydro, 5.0%, down 

from 5.4%; combined natural gas and fuel oil, .3%, for each year; and power 
purchased from other utilities, 4.6%, down from 7.5%.  

NATURAL GAS 
Deregulation of natural gas, which began in 1978, has made contract carriage of 

gas a popular alternative for many of our large industrial customers.  

Under this program. the company has been very aggressive in encouraging 
customers to buy gas directly from producers and receive it through our system. This 
allows customers to benefit from low spot market gas prices while the company 
receives the gas transportation revenue. The effects of this program on gas revenues 
and purchased gas expense is described in the "Management's Discussion and 
Analysis" and "Notes to Financial Statements." 

However, the situation is only temporary because a final agreement between our 
gas supplier, ANR Pipeline, and its customers hasn't yet been formally approved. This 
interim transportation agreement will continue until May 1, 1987, by which time we 
hope for final approval of a long-term transportation agreement, now pending before 
the FERC.  

To respond to the rapidly changing conditions in the gas industry, we are 
reviewing our gas purchasing plan, marketing programs and rates with the goal of 
establishing programs that will be effective under competitive business conditions.  

In our 1986 Wisconsin rate increase application, we proposed new rate concepts 
to improve our competitive position as well as provide additional options for 
customers.

Pooled Inventory 
Management 
Provides 
Advantages

Fuel Costs 
Lower in 1986 

Contract Carriage 
Of Gas Results 
In Decrease 
In Firm Therm 
Sales
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To encourage public use of 
hydroelectric watershed 
lands, this canoe portage 
was opened in 1986 at 
Alexander dam near 
Council Grounds State Park 
near Merrill 

Glass strands make up the 
central core of fiber optics 
cable used by NorLight, a 
regional interstate fiber 
optics telecommunications 
system. WPS 
Communications, Inc., a 
company subsidiary, is 
currently a partner in the 
venture.  

The Integrated Facilities 
Model computer system 
instantly provides maps 
showing accurate data for 
field work.
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ENVIRONMENTAL ISSUES 
We made a $50,000 grant to Michigan Technological Institute to continue 

research into the impact of natural bog vegetation on the acidity of Northern 
Wisconsin lakes.  

Our purpose is to obtain unbiased scientific data regarding the theory that lake 
acidity in Wisconsin is due to natural sources as well as acid rain caused by utility 
and industrial plants.  

Results of the research will be provided to the Wisconsin Department of Natural 
Resources (DNR) which has contended that industry, more than vegetation, has 
caused high acidity levels in Wisconsin lakes.  

Because we want the public to benefit from our open lands, we established a plan 
addressing uses such as recreation, wildlife management, timber production, farming, 
right-of-way acquisition and land sales.  

We expect to substantially reduce our need to use a landfill for disposal of fly ash 
from the Pulliam plant in 1987 through an agreement with the Wisconsin Department 
of Transportation. The fly ash will be used as fill for the construction of a state 
highway interchange near Green Bay.  

Weston fly ash which is not sold will be transported to a new landfill site about 
ten miles away. The DNR approved the site which is expected to last about 15 years.  

OTHER BUSINESS 
In response to our request, in January 1987 the PSCW approved making WPS 

Development, Inc., a nonregulated, nonutility subsidiary. Under this agreement, 
profits will accrue to shareholders, although customers will benefit through royalty 
payments by the subsidiary to the company.  

WPS Development, Inc. sells our Integrated Facilities Model software package 
which provides facilities and mapping information management, data conversion 
services and custom system development for utilities, municipalities, government 
agencies and other industries.  

Installation of the NorLight 650-mile fiber optics telecommunications system is 
due to be completed in early 1987. Our subsidiary, WPS Communications, Inc., is one 
of five partners involved in the project connecting Chicago, Milwaukee, Madison and 
Minneapolis. Fiber optics uses lasers to transmit digital messages on hair-thin glass 
fibers bound into cable strung along transmission lines.  

Signed contracts have already been obtained to use the NorLight system for bulk 
telecommunications transmission, and plans are to continue to expand sales and 
marketing and link NorLight with other fiber optics systems when possible.  

Our coal sales program has continued to be successful, showing a gain of 
$723,000 in 1986. This was used to reduce our fuel costs resulting in lower bills to 
our customers.  

The company has invested $2.5 million in Utech Venture Capital Corporation 
which will be used as part of a fund investing in ventures which are developing or 
offering products or services of potential benefit to the utility industry.

Study Of 
Lake Acidity 
Contracted

WPS 
Development, 
Inc. Now 
Marketing 
Integrated 
Facilities 
Model 

NorLight 
Fiber Optics 
Installation 
Nears 
Completion
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John and Barbara Robbins, 
Green Bay. left, receive 
information about energy 
conservation from a 
marketing representative at 
our new Green Bay 
Customer Center.  

Wood duck nesting habitat 
along the company's 
hydroelectric watershed on 
the Wisconsin River is 
being improved with the 
help of the Wisconsin 
Department of Natural 
Resources.  

The company assisted with 
shoreline development on 
the East Channel of the 
Wisconsin River in Wausau 
to accommodate growing 
numbers of spectators of 
canoe and kayak racing.  
Special water releases 
made from our Wausau 
dam provide ideal stream 
conditions for these 
events.
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ECONOMIC DEVELOPMENT 
The economic situation in our service territory closely reflects national trends.  

After reaching an all-time high in 1979, manufacturing jobs have declined, being 
replaced with lower paying jobs in the trade and service sectors. This caused a 
decline in personal income which now lags 5% behind the national average, but 
gradual growth is expected. Projections show a slow recovery of manufacturing jobs 
and higher growth in service and trade sectors.  

Although we have had many successes, we were disappointed to learn of Exxon 
Minerals Company's late 1986 decision to suspend plans to develop a large zinc and 
copper deposit in our territory.  

Exxon officials cited "a deep recession" in the metals markets as the reason. The 
project, estimated at $540 million, would have added 600 new jobs and another 
1,200 indirect jobs to an economically depressed area.  

Our work continues to focus on assisting local businesses to grow and expand.  
We have helped arrange financing, and in selected cases, have provided building 
construction financing, administered by local economic development corporations.  

The outlook for further business development in our area is very positive with a 
growing number of inquiries about business opportunities coming from small to 
medium-sized firms. To help small firms get started, several incubator projects are 
being considered which would provide facilities to attract businesses.  

As in the past, all our economic development work is done through our PRIDE 
program, Partners in Regional Industrial Development. Additionally, we are very 
supportive of Wisconsin's efforts in providing economic development through our 
involvement in Forward Wisconsin.  

ENERGY CONSERVATION 
Conservation has become an integral part of sales, marketing and information 

programs for all our customer groups.  

In the industrial/commercial sector, we co-sponsored Energy Expo '86 with seven 
other Wisconsin utilities, in which we combined energy conservation seminars and a 
trade show, offering ideas on how to best use energy products. Considered one of 
the nation's largest assembly of speakers and exhibitors on commercial and industrial 
energy use, Energy Expo '86 drew some 1,200 attendees.  

We received excellent response from trade allies on our Hot Times program that 
promoted the installation of high-efficiency natural gas heating systems in an effort to 
retain existing customers and extend service to new ones.  

Homebuilders have demonstrated a continuing and growing interest in our Good 
Cents homebuilding program aimed at building conservation into new homes. Since the 
program began in 1984, 1,750 Good Cents homes have been certified in our territory.  

CONTROLLING COSTS AND CUSTOMER SATISFACTION 
A concerted effort was made to control costs in 1986 through reductions in 

originally anticipated hirings and cutting back on or postponing expenditures. Also, in 
an effort to reduce waste in every area of the company, we conducted an idea 
competition among employees. The popular program brought in 4,500 ideas, 
representing projected annual savings of about $500,000.  

Our Committee on Productivity Improvement has developed an employee training 
program that offers new ways to do old jobs with the goal of making more efficient 
use of materials, money and employee time.  

Although the number of complaints made to the PSCW by our customers is very

Exxon 
Mining Venture 
Suspended

Incubator 
Projects 
Designed To 
Help Small 
Business 
Start-Ups

Energy Expo '86 
Proves Popular 

Good Cents 
Homebuilding 
Program 
Successful
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Environmental personnel 
register stream flow at 
Grandfather Falls dam near 
Merrill after water releases 
were increased in 1986 to 
improve fish habitat in the 
Wisconsin River channel.  

Strategic planning has 
become an integral part of 
the present and future of 
Wisconsin Public Service 
Corporation as executives 
assemble regularly to plot 
the company's course.

K'

14



low, we continue to work on improvements in service. Balancing the satisfaction we 
seek from our customers and growing competition in the utility business is a difficult 
challenge, but one we're meeting on several fronts.  

We have established a customer satisfaction index to measure six primary areas 
of customer concern. We built these concerns into the computerized Customer 
Information System (CIS) which alerts our personnel of deadlines and follow-up needs 
so we can improve service.  

But new programs such as CIS cost money, and because our customers consider 
rates as important as service, we're working to improve productivity to help offset 
customer service costs.  

To keep our programs in the best interests of our customers, we completed 
comprehensive marketing planning designed to increase our ability to compete in the 
energy marketplace and improve customer satisfaction.  

The marketing plan considers other important factors such as conservation, 
economic development, corporate strategic plans and the Wisconsin Advance Plan.  

PUBLIC RELATIONS 
A diversity of programs was offered for the benefit of the public in our territory.  

Since the inception of the scholarship program, our Foundation has made awards 
totalling $993,000. Beginning in 1987, scholarships will also be given to students in 
our territory who attend technical schools.  

Our school electric safety program, Path to Ground, which is conducted by 
members of electric line crews, received a national community service award as part 
of President Reagan's Citation Program for Private Sector Initiatives.  

Columnist James J. Kilpatrick spoke at our annual business scholarship fund raising 
luncheon. The event, co-sponsored with the Associated Kellogg Bank of Green Bay, 
raises funds for needy students at two local colleges.  

As a unique service to law enforcement, we allowed the Green Bay Police 
Department to dispose of a large quantity of marijuana by burning the illegal 
substance in one of the boilers at our Pulliam plant.  

MANAGEMENT CHANGES 
The expected retirement of Paul D. Ziemer, chairman and chief executive officer, 

at the end of 1987, brought several changes in our management staff.  

In addition to Linus M. Stoll being named president and chief operating officer, 
Daniel A. Bollom was named senior vice president-operations. He had been senior 
vice president-corporate services. John V. Henderson, vice president-division 
operations, was named senior vice president-corporate services, J. Gus Swoboda, 
Green Bay division manager, was named vice president-division operations, and 
Alfred E. Pearson, assistant vice president-rates and budgets was named vice 
president-rates and budgets.  

The 1986 retirement of Carl W. Giesler, vice president-power production, brought 
about the naming of Donald C. Hintz, manager-nuclear power, to the post of vice 
president-nuclear power, and the promotion of Richard A. Krueger, manager-fossil 
operations, to the post of vice president-fossil operations.  

Paul E. Reinhardt, manager-marketing, was named assistant vice president
marketing, William 0. Neddersen, manager-system planning and engineering, was 
promoted to assistant vice president-power systems engineering, and David W.  
Schonke, manager-division engineering, was named assistant vice president-electric 
distribution engineering.

Improved 
Customer 
Satisfaction 
And Increased 
Productivity 
Being Pursued

Safety Program 
Recognized

Management 
Changes Made
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Seated, clockwise from left, Michael S. Ariens, lames H. Liethen, Linus M. Stoll, Paul D. Ziemer, John M. Rose, Neil I. Webb, Richard A. Bemis.  
Standing, from left, Daniel A. Bollom, John V. Henderson, A. Dean Arganbright, William V. Arvold, Eugene R. Mathews.

DIRECTORS 

Paul D. Ziemer 
Chairman and Chief Executive 
Officer of the Company 
A. Dean Arganbright 
President, Wisconsin National Life 
Insurance Company, Oshkosh, WI 
Michael S. Ariens 
President and Chief Executive 
Officer, Ariens Company, 
Brillion, WI 
William V. Arvold 
Retired President, Wausau Paper 
Mills Company, Brokaw, WI 
Richard A. Bemis 
President, Bemis Manufacturing 
Company, Sheboygan, W1 
James H. Liethen 
Senior Vice President 
of the Company

Eugene R. Mathews 
Senior Vice President 
of the Company 

John M. Rose 
Chairman of the Board, 
Associated Kellogg Bank, 
Green Bay, WI 
Neil J. Webb 
President, Century Drill 
& Tool Co., Inc., Green Bay, WI 

OFFICERS 

Paul D. Ziemer* 
Chairman and 
Chief Executive Officer 
Linus M. Stoll* 
President and 
Chief Operating Officer 
Daniel A. Bollom* 
Senior Vice President.  
Operations

John V. Henderson* 
Senior Vice President, 
Corporate Services 
James H. Liethen* 
Senior Vice President, Finance 
Eugene R. Mathews* 
Senior Vice President, 
Power Supply and Engineering 
Donald C. Hintz 
Vice President, Nuclear Power 
Richard A. Krueger 
Vice President, Fossil Operations 
Alfred E. Pearson 
Vice President, Rates and Budgets 
Patrick D. Schrickel 
Vice President, Gas Engineering 
and Supply 
1. Gus Swoboda 
Vice President, 
Division Operations

Robert D. Valesano 
Vice President, Human Resources 

William 0. Neddersen 
Assistant Vice President, 
Power Systems Engineering 
Paul E. Reinhardt 
Assistant Vice President, 
Marketing 
David W. Schonke 
Assistant Vice President, 
Electric Distribution Engineering 

Daniel P. Bittner 
Treasurer 
Robert H. Knuth 
Secretary and Assistant Treasurer 

*Management Staff

16



TRENDS 

Weather has an impact on both kilowatt-hour sales and gas therm sales. Calendar 
heating degree days for 1986 compared to 1985 decreased by approximately 6%.  
Conversely, calendar 1986 exceeded 1985 cooling degree days by approximately 3%.  
All changes in consumption as discussed herein, with the exception of our wholesale 
electric sales, have been adjusted for the effects of changes in weather.  

Residential kilowatt-hour sales remained fairly steady throughout most of 1986, 
increasing by approximately 2% compared to 1985. Approximately 4,100 residential 
customers were added during 1986 and it is anticipated that this annual rate of 
customer growth will continue in 1987.  

Both large and small commercial and industrial customers within our service area 
continued to show encouraging signs of economic recovery. Kilowatt-hour sales 
increased 5% in 1986 over 1985 for our large customers and 4% in 1986 over 1985 for 
our small customers.  

Sales to our wholesale electric customers were 2% higher during 1986 compared to 
1985. It is anticipated that a significant increase will be experienced during 1987 
compared to sales in 1986 due to an addition of a new paper machine by one of our 
wholesale customers.  

Gas therm sales to our residential customers have stabilized. A moderate increase 
of less than .5% was experienced during 1986 over 1985. Customer additions were 
slightly more during 1986 than those experienced during 1985.  

Commercial and industrial firm gas therm sales decreased by a significant 20% 
during 1986 primarily because of contract carriage. Many of our commercial and 
industrial firm gas customers have purchased natural gas directly from the supplier and 
are transporting the gas through the company's gas distribution system. For more 
information on the effect of contract carriage gas on the company's financial statements, 
please refer to Note 1(f) in the "Notes to Financial Statements." 

Interruptible therm sales declined 60.5% in 1986 due to contract carriage gas.  

RESULTS OF OPERATIONS 

Changes in the cost of electric production fuels were previously recovered through 
automatic fuel adjustment clauses in all of the company's jurisdictions. Beginning in 
February 1985, the PSCW adopted a fuel clause which is designed to collect fuel costs 
evenly throughout the year based on estimated average annual fuel expenses. Cost 
changes that result in actual costs above or below the established range may result in 
rate increases or decreases, following hearings by the PSCW.  

Increases in the cost of gas purchased for resale resulting from supplier price 
increases continue to be recovered through the operation of the company's purchased 
gas adjustment clause (PGAC). The remaining Management's Discussion on results of 
operations reflects this change in the fuel adjustment clause, as well as the impact 
of weather.  

1986 COMPARED TO 1985 
Gas operating revenues decreased 23% primarily due to the effect of contract 

carriage gas and the lower average purchased gas cost which was reflected as lower 
PGAC revenues.

Kilowatt-Hour 
Sales Increased 
In All Customer 
Classifications

Contract 
Carriage 
Of Natural Gas 
Is Widely Used

Electric Fuel 
Adjustment 
Clause Affects 
Costs
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Operating expenses showed a net decrease of 8% from 1985, primarily in gas 
purchases because of fewer sales as explained above and a lower average price per 
therm from the pipeline supplier. With no new major additions of plant recently, 
additional depreciation was lower because the existing plant is farther into the cycle of 
using the declining balance method and also decreased due to recording a negative tax 
savings adjustment based on the settlement of the 1974-1979 IRS audit, taking the 

Net Income maximum amount of repair allowance in 1986, and changing removal rates. Investment 

For 1986 credit deferral decreased significantly due to the 1986 tax law eliminating most earned 

Is Less Than investment tax credits. The amount shown for 1986 primarily reflects restored 

1985 investment tax credits. Fewer repairs to the company's primary coal generating plants 
accounted for the decrease in maintenance. A major increase occurred in other taxes 
because Wisconsin gross receipts tax was recorded at the full rate in 1986 versus the 
half rate in the initial year, 1985, as prescribed by the PSCW. Electric production fuels 
rose significantly due to increased generation at the company's coal-fired plants. Other 
expenses increased primarily due to recording the coal contract settlement; for more 
information, refer to Note 1(e) in "'Notes to Financial Statements." 

The company issued $45 million of first mortgage bonds in October 1985, resulting 
in higher interest on long-term debt in 1986. However, the company was able to lower 
its commercial paper borrowing in 1986 which offset much of that increase. In addition, 
preferred dividend requirements decreased because of the redemption of the 10.75% 
preferred stock.  

1985 COMPARED TO 1984 

Electric operating revenues decreased slightly in 1985 primarily because of lower 
sales. Gas operating revenues showed a net decrease of 2% in 1985. An increase in, 
consumption by other customers because of more heating degree days was offset by a 
decrease in sales due to contract carriage.  

Operating expenses showed a net decrease of 1% in 1985, primarily in three major 
areas. Other taxes reflected the transitional change for Wisconsin from an ad valorem 
tax to a gross receipts tax. In the first year of gross receipts, the law utilized a lower 
rate of approximately one-half of the expected future year's rates. Lower sales, 
primarily due to the advent of contract carriage gas, accounted for the decrease in gas 
purchases. The lower total income tax was primarily due to a lower pre-tax operating 
income. The most significant items causing increases in operating expenses were 
purchased power as a result of fewer capacity sales in 1985 and higher employee 
benefit and injuries and damages costs.  

Maintenance See Note 1(b) in "Notes to Financial Statements" explaining the changes regarding 
Of Good allowance for funds used during construction (AFUDC).  
Liquidity Levels The impact on earnings per share as a result of the repurchase of common stock 

And Use Of was approximately 6 cents per share.  

Conservative Interest expense decreased primarily due to less short-term debt outstanding and 
Accounting lower short-term interest rates in 1985.  
Practices 
Helps Keep FINANCIAL CONDITION 
Strong The company has maintained good liquidity levels and follows conservative 
Financial accounting practices. The company's financial position is considered to be strong by 
Position utility analysts and rating services. No funding difficulties are anticipated in the near or 

long-term future. Commercial paper ratings of A-l + (Standard & Poor's) and P-I 
(Moody's) have resulted in a low cost for short-term debt. The company has also 

18 maintained unused bank credit agreements which, although seldom used, are available



to back the issuance of commercial paper. Short-term borrowing levels were generally 
low during 1986.  

In recent years the company has used short-term debt and internal funds to finance 
construction as well as to retire common and preferred stocks and long-term debt.  
Funds generated internally during 1984 exceeded construction expenditures which were 
among the lowest in several years. Internal funds were less than construction for the 
year 1985 due to several nonrecurring developments. Internal funds exceeded 
construction during 1986, but are not expected to for the year 1987 primarily because 
of nuclear plant decommissioning funding. However, for the period 1988-1990 
construction requirements and internal funds generation are expected to be about the 
same level. The next major power plant is not expected to be operational until around 
2003 and significant expenditures for that plant are not planned to start until the 
late-1 990's.  

During 1985, the company sold $45 million of first mortgage bonds to fund major 
cash requirements and to reduce temporary borrowing. The company has received 
approval from the PSCW to refund certain long-term debt issues if interest rates are low 
enough to make the transactions economic. During 1986, the company purchased in the 
open market and retired $23.6 million of bonds of the 11.50% Series Due 2015.  
Projected financing through 1990 consists of about $45 million of bonds in 1987 or 
1988 to fund nuclear decommissioning trusts and to make security repurchases. Several 
contingencies could change this, including major federal acid rain legislation, the 
repurchase of additional company securities, and changes in rate treatment.  

Standard & Poor's Corporation has assigned a rating of AA+ to the company's first 
mortgage bonds. This rating is just below the highest rating and indicates a very strong 
capacity to pay principal and interest. Moody's rating is Aaa, which is the highest rating, 
and indicates that interest payments are protected by a large or by an exceptionally 
stable margin and principal is secure. A bond rating is not a recommendation to buy, 
sell, or hold securities and may be subject to revision or withdrawal at any time by the 
assigning rating organization. These ratings are due in part to strong pre-tax interest 
coverage of 5.2 times for the 12 months ended December 31, 1986. This favorable ratio 
resulted from moderate construction requirements, low AFUDC, low embedded cost of 
debt, and strong equity ratios.  

Common and preferred shareholders' equity was 64% of long-term capitalization at 
December 31, 1986. Company management has been taking action to stabilize the total 
equity ratio around this level. Accordingly. the Automatic Dividend Reinvestment and 
Stock Purchase Plan was discontinued at the end of 1983. In 1985. the company 
conducted a program to purchase and retire common stock. A total of 22 1,930 shares 
were repurchased. Although there are currently no firm plans, the company may 
repurchase and retire additional common stock during the years through 1990. The 
company exercised its right to call, for sinking fund purposes, 10% of the original 
10.50% preferred stock each year for 1984. 1985 and 1986. In 1984. $1.5 million of the 
10.75% preferred stock was purchased. The company called the remaining $13.5 million 
of this Series on May 1, 1986.  

In April 1985, the company filed for a general rate increase based on estimated 
1986 costs. Settlement of that case was delayed because of PSCW studies of fuel 
procurement practices and the prudency of a coal contract buy out made late in 1985.  
In May 1986, the company requested interim rate relief setting the coal issue aside for 
separate consideration. In July 1986, the company dropped the rate increase request 
and the interim rate relief request. This was done in an effort to expedite proceedings 
on an April 1986 rate increase application. At the present time, the company expects to

Internal 
Funds Exceeded 
Construction 
In 1986 

First Mortgage 
Bond Ratings 
High 

Actions Taken 
To Stabilize 
Total Equity 
Ratio
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receive an order in the first half of 1987. Recent applications for increases in Wisconsin 
retail rates have resulted in decreases because of reduced levels of authorized returns 
on common equity and changes in accounting practices. For more information see 
"Rate Proceedings" in the "Year in Review" section.  

New tax laws will also have some negative impact on interest and fixed coverages 
due to the elimination of investment tax credits and reduction of marginal tax rates. The 

Will Reduce Financial Accounting Standards Board has proposed a change in accounting for income 
Interest Anfid taxes which would adjust deferred tax balances to reflect changes in tax rates. For 
Fixed Charge utilities, immediate adjustments to income are restricted by the Tax Reform Act of 1986 
Coverages and accordingly no significant effects would be expected.  

IMPACT OF INFLATION 

Financial Current financial statements are prepared in accordance with generally accepted 
Results Reported accounting principles and report operating results in terms of historic cost. They 
In Terms Of provide a reasonable, objective, quantifiable statement of financial results but do not 
Historical evaluate the impact of inflation. Under ratemaking prescribed by the commissions 
Costs regulating the company, projected operating costs are recoverable in revenues. Because 

forecasts are prepared assuming inflation, the majority of inflationary effects on normal 
operating costs are recoverable in rates. However, the company is only allowed to 
recover the historical cost of plant via depreciation in these forecasts. Any effects of 
inflation on utility plant are generally offset by the holding gain resulting from the use of 
debt to finance utility construction.  

SHAREHOLDER INFORMATION 

Common Stock Preferred Stock 
Listed on New York and Midwest Stock Over-the-counter markets. Transfer Agent 

Exchanges. Ticker Symbol: WPS. Transfer Agent and Registrar: First Wisconsin Trust Company.  
and Registrar: First Wisconsin Trust Company, Milwaukee.  
P.O. Box 2054, Milwaukee, Wisconsin 53201. Executive Office 
As of December 31, 1986, there were 27,240 700 North Adams Street, P.O. Box 19001.  
common stock shareholders of record. Green Bay, Wisconsin 54307. Telephone 

Annual Shareholders' Meeting (4 14) 433-1598 for general information or 
Midway Motor Lodge, 780 Packer Drive, (414) 433-1050 for shareholder information 

Green Bay. Wisconsin, Thursday, May 7, 1987 Wisconsin Utility Investors 
at 10:30 a.m. WUI is an independent, non-profit 

Annual SEC Report Form 10-K organization representing the collective voice 
This report (not including exhibits thereto) of utility shareholders before regulators.  

will be available without charge about April 1, legislators and the general public. WUI invites 
1987 to shareholders who make requests to the participation of all utility investors. For 
Robert H. Knuth, Secretary. 700 North Adams information write: Wisconsin Utility Investors, 
Street, P.O. Box 19001, Green Bay, Wisconsin Inc.. 161 W. Wisconsin Avenue. Suite 6058.  
54307. Milwaukee. Wisconsin 53203.  
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WISCONSIN PUBLIC SERVICE CORPORATION 

Years Ended December 31 
1986 1985 1984 

(Thousands) 
Operating Revenues: 

Electric........................................................$410,514 $403,801 $405,420 
G as ............................................................ 18 1,756 234,703 238,771 

592,270 638,504 644,191 

Operating Expenses: 
Operation 

Electric production fuels .......................................... 132,028 125,179 125,457 
Gas purchased for resale......................................... 141,656 190,195 198,172 
Purchased power, net ........................................... 9,015 10,070 6,276 
O ther........................................................ 95,258 89,399 83,404 

M aintenance..................................................... 32,927 36.166 34,634 

Depreciation 
Straight-line provision........................................... 47,271 47,486 45,634 
Additional depreciation ......................................... 4,681 8,843 7,933 

Taxes 
Currentfederalincome .......................................... 31,825 32.198 34,364 
Investment credit deferral, net ..................................... (2,122) 1.325 2,966 
Current state income............................................ 5,958 6.696 7,672 
Other......................................................... 21,293 14.908 20,3.13 

519,790 562.465 566,825 

Operating Income ................................................... 72,480 76,039 77.366 

Other Income and Deductions: 
Gains on bonds reacquired ......................................... - 195 449 
Incom e taxes .................................................... (182) 125 1,212 
AFUDC. other funds............................................... 595 717 
O thernet....................................................... (306) (275) (2,405) 

107 762 (744)

Income Before Interest Expense........................................ 72,587 76.801 76,622 

Interest Expense: 
Interest on long-term debt .......................................... 19,914 16,834 16,205 
AFUDC. borrowed funds ........................................... (277) (350) (154) 
Other interest.................................................... 1,409 2,902 4.301 

21,046 19,386 20.352 

Net Income ........................................................ 51,541 57,415 56,270 

Preferred Stock Dividend Requirements........................... ....... 4,392 5.519 5,789 

Earnings On Common Stock.......................................... $ 47,149 $ 51,896 $ 50.481 

Earnings Per Share On Common Stock .................................. .. . $4.06 $4.45 $4.27 

Dividends Per Share On Common Stock .................................. $2.93 $2.71 $2.44

The accompanying notes to financial statements are an integral part of these statements. 2 1



WISCONSIN PUBLIC SERVICE CORPORATION 

December 31 
1986 1985 1984 

Assets (Thousands) 
Utility Plant (at original cost): 

In service-Electric .............................................. $1,072,214 $1,032,632 $ 988,018 
Gas................................................... 131,363 126,361 122,352 

1,203,577 1,158,993 1,110,370 
Less - Accumulated provision for depreciation......................... 591,727 544,319 494,931 

611,850 614,674 615,439 

Construction in progress ............................................ 4,379 6,590 12,968 
Nuclear fuel ..................................................... 100,756 93,689 88,667 

Less - Accumulated provision for amortization. ..................... .. 80,976 73,832 75,862 
19,780 19,857 12,805 

-Netutilityplant ......................... ... 636,009 641,121 641,212 

Investments (at cost or less) ...... .... ...... ............... . .......... 19,573 13,464 10,012 

Current Assets: 
Cash and special deposits ............... .............. ............. . (1,339) 5,604 (4,299 
Customer and other receivables (net of uncollectible reserves) .............. 51,754 57,505 55,844 
Accrued utility revenues ............................................ 27,425 33,177 29,420 
Fossil fuel, at average cost................... ...................... 36,634 43,063 44,416 
Materials and supplies, at average cost......................... .. ....... I 1,692 12,444 11,213 
Prepaymentsandother . ............................................ 15,864 15,218 1,311 

Total current assets. . .......................................... 142,030 167,011 137,905 

Deferred Charges .. .................................................. 16,415 13,875 4,167 
$ 814,027 $ 835,471 $ 793,296 

Capitalization and Liabilities 
Capitalization: 

Commonstockequity ............................................ $ 346,445 $ 334,278 $ 321,609 
Preferred stock with no mandatory redemption .......................... . 51,200 51,200 51,200 
Preferred stock with mandatory redemption ............................. .. 5,144 20,147 21,684 
Long-term debt ... ... ............................................. 228,631 244,362 210,481 

Total capitalization . .. ........... ......... ................... 631,420 649,987 604,974 

Current Liabilities: 
Note payable ..................... ............ 10,000 10,000 10,000 
Commercial paper .... .. ......................................... 23,400 18,995 26,470 
Maturing first mortgage bonds, not to be refinanced ..................... ... 5,062 -
Accounts payable................................................. . 44,577 52,898 54,498 
Accrued taxes .. .................................................. 5,826 6,105 4,378 
Accrued interest.................................................. 5,212 5,827 4,549 
Accrued contributions to benefit plans ................................ 4,520 6,960 6,455 
O ther .. ......................................................... 3,475 3,586 2,749 

Total current liabilities........................................... 102,072 104,371 109,099 

Other Credits: 
Accumulated deferred investment credit............................... . 5 1,313 53,188 51,872 
O ther .......................................................... 29,222 27,925 27,351 

80,535 81,113 79,223 
$ 814,027 $ 835,471 $ 793,296 

22 The accompanying notes to financial statements are an integral part of these balance sheets.



WISCONSIN PUBLIC SERVICE CORPORATION

1986

COMMON STOCK EOUITY: 
Common stock, $8 par value, 16,000,000 shares authorized; 

11,600,276, 11,600,276 and 11,822,206 shares outstanding, 
respectively ..............................................  

Prem ium on capital stock ...........................................  
Retained earnings ............................................  

Total com m on stock equity ........................................  
PREFERRED STOCK: 

Cumulative, $100 par value, 1,000,000 shares authorized: 
With no mandatory redemption -

Series 

5.00% 
5.04% 
5.08% 
6.76% 
7.72%

Shares outstanding 

132,000 .............  
30,000 ....... . . .. .  
50,000 .............  

150,000 .............  
150,000 ....... 4 .....

With mandatory redemption 
10.50% Series, 51.445, 66,468 and 81,841 shares 

outstanding, respectively .......................................  
10.75% Series, 135,000 shares outstanding 

in 1985 and 1984 .........................................

LONG-TERM DEBT: 
First mortgage bonds - Series 

4Y,% 

48% 4Y% 
84% 

8.20% 
9.70% 

11.50%

Year due 
1987 .................  
199 3 ....... ..........  
1994 ........... ......  
199 7 ................  
1999 .................  
200 1 .................  
2003 ... .............  
200 5 .................  
20 12 .................  
20 14 ................ .  
20 14 ................ .  
20 15 .................

M aturing first mortgage bonds.......................................  

Unamortized discount and premium on bonds, net .......................  
Total first m ortgage bonds .......................................  

O ther long-term debt ..............................................  
Total long-term debt ............................................  
Total capitalization ..................................... .......

$ 92,802 
50,385 

203,258 
346,445 

13.200 
3,000 
5,000 

15,000 
15,000 
51,200 

5,144

December 31 
1985 

(Thousands) 

$ 92,802 
50,385 

191,091 
334,278 

13,200 
3,000 
5,000 

15,000 
15,000 
51,200 

6,647

- 13,500 

5,144 20,147

5,062 
8,726 

10,944 
23,482 
24,039 
25,000 
25,000 
11,000 
45,000 
22,000 

1,000 
21.450 

222,703 

(5,062) 

(1,610) 
216,031 

12,600 
228,631 

$631,420

5,062 
8,726 

10,944 
23,482 
24,039 
25,000 
25,000 
11,000 
45,000 
22,000 

1,000 
45,000 

246,253 

(1,891) 
244.362

244,362 

$649,987

The accompanying notes to financial statements are an integral part of these statements.

1984 

$ 94,578 
51,345 

175,686 
321,609 

13,200 
3,000 
5,000 

15,000 
15,000 
51,200 

8,184 

13,500 
21,684 

5,062 
8,726 

11,744 
23.482 
24,039 
25,000 
25,000 
11,000 
45,000 
22,000 

1,000 

202,053 

(1,572) 
200,481 

10,000 
210,481 

$604,974
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WISCONSIN PUBLIC SERVICE CORPORATION 

Years Ended December 31 
1986 1985 1984 

(Thousands) 
Funds Generated Internally: 

Net income ............................................... ........ $ 51,541 $ 57,415 $ 56,270 
Depreciation........................................................ 51,952 56,329 53,567 
Amortization of nuclear fuel.............................................. 8,436 9,679 8,897 
Investment credit deferral, net............................................ (2,122) 1,325 2,966 
A FU DC ... .......................................................... (872) (1,067) (154) 
Other.............................................................. 6,000 9,382 1,021 

Funds provided from operations ..................................... 114,935 133,063 122,567 
Less - Cash dividends on common and preferred stock ....................... .38,649 37,174 34,703 

Net funds generated internally ..................................... 76,286 95,889 87,864 

External Funds: 
Sale of first mortgage bonds and other long-term debt ....... .......... I ........ 12,600 45.000 23,000 
Redemption and maturities of first mortgage bonds and other long-term debt ...... . (23,550) (10,000) (42,125) 
Bond sinking fund retirements ... ........................... ........ ......- (800) (1,160) 
Redemption of preferred stock.......................................... (15,003) (1.537) (3,809) 
Repurchase of common stock............................... .............- (7,572) 
Net change in commercial paper .......................................... 4,405 (7,475) (3,030) 

Totalexternalfunds .......... ........... .. ...................... (21,548) 17,616 (27,124) 

Changes In Net Current Assets: 
Cash and special deposits...................... ........................ 6,943 (9,903) 4,368 
Customer and other receivables. ................................... b.... 5,751 (1,661) (3.579) 
Accrued utility revenues ................................................ 5,752 (3,757) 4,114 
Fossilfuel .......................................................... 6,429 1,353 (10,161) 
Prepayments and other........................................ ........ (646) (13,907) 48 
Accountspayable. ................................................... (8,321) (1,600) 5,516 
Accrued taxes......................................................... (279) 1,727 (2.994) 
Other, net ........................................................... (2,266) 1,863 (2.163) 

Total changes in net current assets .................................. 13,363 (25,885) (4,851) 

Changes In Other Assets: 
Decommissioning funding......... ....... ........................... .. (3,188) -

Nuclear fuel disposal payment .............................................- (10,961) 
Contract settlem ent....................................................- (16.218) 
Other, net ......................... ................... ..... (10,238) (5,799) 2,091 

Total changes in other assets ......................... ............. (13,426) (32,978) 2,091 

Total funds used for construction expenditures 
andnuclearfuel,excludingAFUDC ........................................ 54,675 54,642 57,980 

A FU D C . ............................................................... 872 1,067 154 

Total funds used for construction expenditures 
and nuclear fuel, including AFUDC ......................................... $ 55,547 $ 55,709 $ 58,134 

24 The accompanying notes to financial statements are an integral part of these statements.



WISCONSIN PUBLIC SERVICE CORPORATION 

Years Ended December 31 
1986 1985 1984 

(Thousands) 

Balance at Beginning of Year........................................... $191,091 $175,686 $154,184 
Add - Netincom e .................................... :............. 51,541 57,415 56,270 

242,632 233,101 210,454 
Deduct 

Cash dividends declared on preferred stock: 
5.00% Series ($5.00 per share).................................. 660 660 660 
5.04% Series ($5.04 per share).................................. 151 151 151 
5.08% Series ($5.08 per share).................................. 254 254 254 
6.76% Series ($6.76 per share)....................... ........... 1,014 1,014 1,014 
7.72% Series($7.72 per share).................................. 1,158 1,158 1,158 

10.50% Series ($10.50 per share)................................. 698 858 1,062 
10.75% Series($10.75pershare)................................. 725 1,451 1,558 

Cash dividends declared on common stock ............................ . 33,989 31,628 28,846 
Premium paid for repurchase of common stock........................ . - 4,836 
Premium paid for repurchase of preferred stock ............................ 725 - 65 

39.374 42,010 34.768 
BalanceatEndofYear ............................................... $203,258 $191,091 $175,686 

The accompanying notes to financial statements are an integral part of these statements.  

AUDITORS' REPORT 

To the Board of Directors and Shareholders, Wisconsin Public Service Corporation: 

We have examined the balance sheets and statements of capitalization of WISCONSIN PUBLIC SERVICE 
CORPORATION (a Wisconsin corporation) as of December 31, 1986, 1985 and 1984. and the related statements of income, 
retained earnings and sources of construction funds for the years then ended. Our examinations were made in accordance 
with generally accepted auditing standards and, accordingly, included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances.  

In our opinion, the financial statements referred to above present fairly the financial position of Wisconsin Public 
Service Corporation as of December 31, 1986, 1985 and 1984, and the results of its operations and the sources of its 
construction funds for the years then ended, in conformity with generally accepted accounting principles applied on a 
consistent basis.  

Milwaukee, Wisconsin, ARTHUR ANDERSEN & CO.  
January 30. 1987.
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WISCONSIN PUBLIC SERVICE CORPORATION

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 
The financial statements reflect the application of certain

(a) Jurisdictional Accounting - The company uses 
jurisdictional accounting which reflects the effects of the 
different ratemaking principles followed by the various 
jurisdictions regulating the company. These include the 
Public Service Commission of Wisconsin (PSCW), the 
Michigan Public Service Commission (MPSC) and the 
Federal Energy Regulatory Commission (FERC).

accounting policies which are described in this note.

The retail portion of the business is regulated by the 
PSCW and MPSC which make up approximately 89% and 
2%, respectively, of the company's revenues. The FERC 
regulates the electric wholesale portion which is 
approximately 9% of the revenues.

(b) Utility Plant - Utility plant is stated at the original cost FERC AFUDC is recorded on wholesale jurisdictional 
of construction, which includes an allowance for funds electric construction work in progress at debt and equity 
used during construction (AFUDC). Effective in 1985, the percentages specified in the FERC Uniform System of 
PSCW determined that all retail jurisdictional construction Accounts. For 1986, the rate was approximately 7%.  
work in progress (CWIP) should be subject to AFUDC 
using a rate based on the company's overall cost of Substantially all of the company's utility plant is subject to 
capital (approximately 11%). Prior to 1985. retail AFUDC a first mortgage lien.  
was recorded at 7% only on a portion of electric CWIP.  

(c) Property Additions, Maintenance and Retirements - depreciation. No profit or loss is recognized in connection 
The cost of renewals and betterments of units of property with ordinary retirements of property units. Maintenance 
(as distinguished from minor items of property) is charged and repair costs and replacement and renewal of items 
to utility plant accounts. The cost of units of property less than units of property are charged to operating 
retired, sold or otherwise disposed of, plus removal costs, expenses.  
less salvage, is charged to accumulated provision for 

(d) Nuclear Fuel - The cost of nuclear fuel is being quarterly payments are being made to the DOE for the 
amortized to fuel expense based on the quantity of heat fee related to generation. Interim storage space for spent 
produced for the generation of electric energy by the nuclear fuel is provided at the Kewaunee plant, and 
Kewaunee plant. The tax effect of using a liberalized expenses associated with this storage are recognized as 
method of depreciating the fuel for income tax purposes current operating costs.  
is recorded as additional depreciation as discussed in 
Note 1(j). Amortization and additional depreciation are The company has a wholly-owned subsidiary which 
included in the accumulated provision for amortization of engages in various mining operations relating to procuring 
nuclear fuel. The costs amortized to fuel expense (which a reliable supply of uranium for the Kewaunee plant. The 
assume no salvage values for uranium or plutonium) investment in this subsidiary is carried on the equity basis 
include an amount for ultimate disposal which is being of accounting. The uranium obtained through this 
recovered through current rates. As required by the subsidiary is carried at cost, including the operation costs 
Nuclear Waste Policy Act of 1982, a contract with the of the subsidiary.  
Department of Energy (DOE) has been signed and December 31 

1986 1985 1984 
(Thousands) 

Accumulated amortization ........................... $85,182 $78,123 $81,003 
Accumulated additional depreciation .................... (4,206) (4.291) (5,141) 
Accumulated provision for amortization of nuclear fuel ...... $80,976 $73.832 $75,862 

Investment in subsidiary ............................. $2,096 $3,011 $2,722
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(e) Deferred Charges - In 1985, the company bought out 
of a partial requirements coal contract which had an 
unexpired term of 17 years. A payment was made in 
exchange for releases with all interested parties. In a 
related transaction, the mines, leases and certain 
equipment of the terminated contractor were purchased 
by another contractor with whom the company has 
contracted for a long-term coal supply. The company also 
agreed to indemnify the new contractor in certain respects 
for liabilities or costs that could result due to the 
condition of the assets; a $1,250,000 reserve was 
established for this indemnification. The total cost of the 
buy out and indemnification ($16,218,000) was recorded 
as a deferred charge net of tax.

(f) Revenue - The company accrues revenues related to 
electric and gas service through the end of the month.  

Automatic fuel adjustment clauses are used for the FERC 
wholesale electric and MPSC retail electric portions of the 
company'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 
upcoming year. If the company's actual fuel costs vary 
outside this range, a hearing may be held and a rate 
increase or decrease may result.

As a result of a PSCW review during 1986 of the 
company's fuel procurement practices, an accounting 
directive was issued in January 1987 which required the 
company to charge to operating expense $4,546,000 of 
the deferred charge in December 1986 without recovery 
in rates. The directive also provides that the remaining 
amount of the deferred charge will be amortized as cost 
of service over two years concurrent with rate relief.  

The PSCW's review also indicated that in regard to 
existing fuel contracts, $2,131,500 of expense will be 
excluded from rate recovery for each of the calendar 
years 1987 and 1988.

Beginning in 1985, some of the company's larger gas 
customers began purchasing gas directly from the pipeline 
supplier. This gas continued to be transported over the 
company's distribution facilities for which the company 
earns a transportation fee. This transport fee is designed 
to recover approximately the same profit margin as if the 
gas had been purchased and resold by the company 
therefore, there is a minimal effect on net income. It is 
estimated that gas revenues are lower by approximately 
$33,000,000 in 1986 and $10,000,000 in 1985 because of 
such contract carriage gas.

(g) Employee Benefit Plans - The company has non
contributory retirement plans covering substantially all 
employees under which annual contributions are made to 
an irrevocable trust established to provide retired 
employees with a monthly payment if conditions relating 
to age and length of service have been met. It is the 
company's policy to fund retirement contributions to meet 
current costs of the plans as determined using the entry

Retirement Plans: 
Retirement plans funding (for the year) .................  
Capitalized retirement plan costs ......................  
Retirement plan costs expensed ......................  

Actuarially computed value of vested benefits* ..........  
Actuarially computed value of non-vested benefits* .......  
Net assets available for benefits* 

*As of January I of each year.  

In December 1985, the Financial Accounting Standards 
Board issued Statement No. 87 (SFAS No. 87), Employers' 
Accounting for Pensions. The company has adopted SFAS 
No. 87 for 1986. However, the PSCW requires the 
recognition of the funded amount for ratemaking.

age normal, frozen initial liability actuarial method. The 
unfunded prior service costs are amortized over 
approximately ten years. Funding is based on the amount 
deductible for tax purposes. Because the plans are fully 
funded, the 1986 tax deductible amount was lower than 
the last few years. The weighted average assumed rate of 
return used in determining the actuarial present value of 
accumulated plan benefits was 5V2% in all years presented.

1986

$4,446 
412 

$4,034 

$109,194 
$11,079 

$170,013

1985 
(Thousands) 

$6,886 
616 

$6,270 

$98,667 
$9,687 

$129,512

1984 

$6,458 
589 

$5,869 

$87,868 
$10,731 

-$1 19,060

Therefore, retirement plans costs reflected in the financial 
statements are the funded amounts. SFAS No. 87 provides 
for the use of the projected unit credit actuarial cost 
method. For purposes of the calculation under SFAS No.  
87, a 7% expected long-term rate of return was used. The
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discount rate and rate of increase in future compensation 
levels used in determining the actuarial present value of' 
the projected benefit obligation were 8.5% and 7%.  
respectively. The following table, in compliance with the

intent of SFAS No. 87, discloses the plans' funded status 
and amounts using the provisions of that statement 
for 1986:

December 31 
(Thousands) 

Vested benefit obligation ......................................................... $ 82,498 
Nonvested benefit obligation......................................................... 8,374 
Total actuarial present value of accumulated benefit obligation ................................. $ 90,872 

Projected benefit obligation for service rendered to date .................................... $(119,322) 
Plan assets at fair value ............................................................ 190,879 
Plan assets in excess of projected benefit obligation ............................. ... ........... $ 71,557 
Unrecognized net gain from past experience different from that assumed in the effects of changes 

in assumptions .... (14,615) 
Prior service cost not yet recognized ..............................................  
Unrecognized net asset at January 1, 1986 being recognized over 17 years .......................... (54,635) 
Prepaid retirement plan cost. ....................................................... $ 2,307 

The net retirement plan expense for 1986 under SFAS No. 87 provisions includes the following components:

Service cost - benefits earned during the year ..........  
Interest cost on projected benefit obligation ..........  
Actual return on plan assets ........................ ..  
Net amortization and deferral..........................  
Adjustment to funded amount .....................  
Net retirement plan expense ..........................  

The company also has a self-insured medical plan which 
provides benefits to employees, retirees and their 
dependents. The medical expenses for active employees 
are expensed as incurred. Anticipated post-retirement 
medical benefits are funded to an irrevocable trust within 
the limits of the current deduction for tax purposes. The 
1986 funded amount reflects new limitations imposed by 
the Tax Reform Act of 1986. This funded amount is 
recognized in the financial statements currently. The 
unfunded past service costs associated with post
retirement medical benefits are currently amortized over 
approximately 30 years.  

The company also has a survivor benefits plan for its 
employees and retirees. This plan includes a Survivor 

Medical Plan: 
Post-retirement medical plan funding .............. ... .  
Capitalized post-retirement medical costs............  
Post-retirement medical plan costs expensed..........  

Active employee medical costs ...................  
Capitalized active employee medical costs ............  
Active employee medical costs expensed ............

1986 
(Thousands) 

... ...... ... ...... .. . . . . .. . . . . $ 3,10 2 
. . . . . . . . . . . . . . . . ... . e . . . . . . . . . . 9 ,2 9 1 

.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2 6 ,16 7) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 1,4 6 7 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 3 4 1 

.. . ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4.0 34 

Income Benefits (SIB) Plan, which provides benefits to 
survivors of employees and retirees over a period of time, 
and a Group Life Insurance Plan for those n6t covered by 
SIB. The SIB benefits are paid partially through an 
insurance contract and partially from a trust. All of the 
Group Life Insurance benefits are paid through the 
insurance contract. The insurance contract which covers 
both plans provides that the company will reimburse the 
insurance company for all claims up to a specific 
threshold and an administrative fee. The company is 
funding expected SIB benefits to an irrevocable trust. This 
funded amount is recognized currently. Group Life 
Insurance costs other than those covered by the SIB plan 
are expensed as benefit claims are paid.

1986

$2,461 
(.225) 

$2,236 

$3,429 
_(29 

$3,139

1985 
(Thousands) 

$4,559 

$4,559 

$2,744 

$2,744

1984 

$4,297 

$4,297 

$2,379 

$2,379
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Survivor Benefits: 
SIB plan funding and group life insurance expense ........  
Capitalized SIB and group life insurance costs ............  
SIB plan and group life insurance expensed...........  

Number of active participants ....................  
Number of retired participants . ...................

(h) Research, Development and Environmental Costs 
These costs are normally charged to the appropriate 
operating expense on a current basis. However, such 
costs which are related to a construction project are

(i) Depreciation - The company reports depreciation 
expense on the income statement as a current cost of 
doing business to reflect an allocation for the use of 
property. Straight-line depreciation expense is reported in 
equal amounts over the estimated useful life of the 
property as approved by the PSCW. Based on an order of 
the PSCW, the company also reports the deferred taxes 
applicable to plant and nuclear fuel as additional 
depreciation expense. For a more complete explanation 
of additional depreciation, see Note 1(j).  

The PSCW issued an accounting order on December 5, 
1985 as a result of a generic hearing regarding nuclear 
plant decommissioning. The order took effect in 1986 and 
specifies the use of an external fund for all prior and 
future expensed decommissioning costs. Through 1986, 
nuclear depreciation rates for the retail portion of the 
company business reflected a negative salvage factor to 

Composite depreciation rates (for the year) 
E le ctric . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
G a s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Additional depreciation expense (for the year) 
Fe d e ra l . ... . . . . . . .. . . .. .. .. .. .. . ... . . .. . .. . . . . . .  
State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Accumulated additional depreciation (end of year)........

capitalized as part of the cost of utility plant. Total costs 
were $2,962,000, $2,679,000 and $2,723,000 for the years 
1986, 1985 and 1984, respectively, of which insignificant 
amounts were charged to construction.

recover expected decommissioning costs resulting in an 
accumulated provision of $22,33 1,000 at December 31, 
1986. In 1986, the company purchased an investment of 
$3,188,000 which represents current year revenues from 
retail customers to cover future decommissioning costs.  
These funds are to be transferred to an external trust as 
soon as a ruling is received from the IRS regarding the 
amount to be put in.a qualified trust. The company has 
filed for this ruling and anticipates an answer in the first 
half of 1987. At that time, the company is also required to 
transfer to the trust (based on a PSCW ruling) the 
revenues for decommissioning received prior to 1986 
totalling $19,143,000. For the company's wholesale 
customers, decommissioning costs are continuing to be 
recovered using an internal sinking fund. The company's 
41.2% ownership share of future decommissioning costs of 
the Kewaunee nuclear plant is estimated to be 
$171,460,000.

1986 

4.09% 
4.85% 

$5,070 
$(389) 

$139,591

1985 

4.38% 
4.19% 

(Thousands) 

$9,538 
$(695) 

$134,996

1984 

4.35% 
4.12% 

$10,044 
$(2,111) 

$127,003

(j) Income Taxes - Depreciation expense used for federal 
and state income tax purposes is different from the 
amounts recorded on the books as straight-line 
depreciation. There are two major reasons for the 
differences. First, the period of time over which the taxing 
authorities allow the cost of assets to be depreciated is 
generally shorter than the lives used for straight-line 
depreciation purposes. Second, the IRS allows some of 
the depreciation the company would be entitled to in later 
years to be deducted earlier, a practice known as 
accelerated depreciation. The estimated changes in 
current federal income taxes paid as a result of these

differences are recorded as additional depreciation. The 
deferral of additional depreciation and the related 
allocation of such tax benefits over plant life is referred to 
as normalization. Beginning in 1985, as a result of a PSCW 
order, the estimated reduction in state income taxes 
resulting from the utilization of accelerated depreciation 
for state income tax purposes is no longer being 
normalized for retail jurisdictional purposes. These 
benefits are now being flowed through to the current 
retail customers. The accumulated additional depreciation
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1986

$1,234 
(120) 

$1,114 

2,305 
545

1985 
(Thousands) 

$1,272 

$1,272 

2,271 
528

1984 

$1,057 

$1,057 

2,195 
495



related to state income taxes as of December 31, 1984, 
which amounted to $8.155,000, is being amortized to 
income over 17 years for the retail jurisdiction.  

Certain book-tax depreciation differences have not been 
normalized; the cumulative tax effect of such differences 
as of December 31. 1986 is $33,013,000. The ratemaking 
policies of the jurisdictions which regulate the company 
provide for recovery of the related future taxes that have 
not been normalized.  

Prior to 1986, when plant was added, the IRS allowed a 
credit (known as investment tax credit) against income

tax due for 10% of the cost of the asset. The company 
recognized the tax benefit from this credit over the life 
of the property involved through normalization. The Tax 
Reform Act of 1986 discontinued this provision effective 
with 1986 but allowed some transition rules. The impact 
of other changes due to the new tax law on the 
company's future net income are expected to be minimal 
because of anticipated corresponding changes in rates.  

The effective income tax rates are computed by dividing 
total income tax expense, including net investment credit 
deferral and additional depreciation, by the sum of such 
expense and net income.

1986

Statutory federal income tax ......................  
State income taxes and state additional depreciation, net ....  
Investment credit restored ...........................  
Other differences, net................................  
Effective incom e tax .................................

Amount 

$42,350 
2,832 

(3.483) 
(1,175) 

$40,524

Rate 

46.0 
3.1 
(3.8) 
(1.3) 
44.0

1985 
(Thousands except for percentages) 

Amount Rate 

% $48,922 46.0% 
3,214 3.0 
(3,323) (3.1)

%6
124 

$48,937
.1 

46.0%

1984

Amount 

49,677 
1,965 

(3,150) 
3,231 

51,723

Rate 

46.0% 
1.8 

(2.9) 
3.0 

47.9%

(k) Leases - The company has numerous lease 16 years with renewal provisions of up to six years when 
agreements, most of which are for terms of less than the lease expires. None of these leases are material.  
three years. Unit train leases have various terms of up to 

(1) Earnings Per Share - Earnings per share on common number of shares outstanding (11,600,276, 11.673,757 and 
stock are computed on the basis of the weighted average 11,822,206 shares for 1986, 1985 and 1984, respectively).  

(2) JOINTLY-OWNED FACILITIES AND CONSTRUCTION COMMITMENTS: 
Information with respect to the company's share of jointly-owned electric generating facilities in service at 
December 3 1, 1986 is as follows.  

Columbia Energy Center Edgewater Unit No. 4 Kewaunee 
(Thousands except for percentages) 

Ownership ............................... 31.8% 31.8% 41.2% 
Utility plant in service ...................... . $105,179 $17,284 $112,690 
Accumulated provision for depreciation ........ $50,078 $9,630 $78,439 

The company's share of direct expenses for these plants The company is not currently engaged in any major 
is included in the corresponding operating expenses in construction projects. Utility plant construction 
the income statements and the company supplies its own expenditures for 1987 are estimated to be about 
financing for all jointly-owned projects. $69,947,000.

(3) OTHER DEBT AND LINES OF CREDIT: To support 
outstanding commercial paper, the company maintains 
unused bank lines of credit. Most of these lines of credit 
require payment of fees. Some lines of credit are 
supported by compensating balances.

Many of these lines may be withdrawn at the discretion of 
the lenders. Substantially all cash balances represent 
compensating balances for credit lines and bank services, 
however, there are no legal restrictions as to withdrawal 
of these funds.
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The following information relates to short-term borrowings and lines of credit for the years indicated:

As of end of year 
Discount rate on outstanding commercial paper .......  
Interest rate on note payable ....................  
Unused lines of credit .......................  
Compensating balance requirements ............  

For the year 
Maximum amount of borrowings ...............  
Average amount of borrowings................  
Weighted average interest rate on borrowings ........  

Included in the above lines of credit are agreements with 
commercial banks that permit the company to borrow up 
to $24,600,000 at any time provided compliance with 
certain financial covenants is maintained. These 
agreements extend for 13 months or more. Fees are 
payable on any unused portion of these commitments. As

1986

6.5% 
6.0% 

$48,675 
$418 

$46,100 
$19,195 

6.6%

1985 1984 
(Thousands except for percentages) 

7.9% 8.2% to 8.7% 
7.5% 7.6% 

$49,365 $39,325 
$418 $426 

$52,000 $58,000 
$33,106 $39,541 

8.1% 10.4%

of December 31, 1986, $2,600,000 was outstanding under 
those agreements at 7. 1 %. The company also had 
outstanding $10,000,000 at 7.1% as of December 31, 
1986. extendable up to 13 months, under a bank 
commitment requiring no fees.

(4) FIRST MORTGAGE BONDS: Sinking fund requirements remaining series for several years.  
on first mortgage bonds may be satisfied by the deposit 
of cash or reacquired bonds with the trustee and for In 1986. the company repurchased $23550000 of its 
certain series by the application of net expenditures for 11.50% Bonds Series Due 2015. Because of the significant 
bondable property in an amount equal to 166%% of the cost to reacquire these bonds ($2,455,000 net of tax), the 
annual requirements. company received approval from the PSCW to defer and 

amortize these costs to expense over a ten-year period 
All series requiring cash or reacquired bonds for sinking effective with the company's next rate order and 
funds purposes have been satisfied to maturity. The concurrent with recovery of these costs in rates.  
company has adequate unpledged property to satisfy the 

(5) PREFERRED STOCK: The 10.50% Series Preferred shares, respectively, to meet future sinking fund 
Stock has a mandatory 5% annual sinking fund requirements.  
requirement and an additional 5% is redeemable annually 
at the company's option at a price of $100 per share plus In 1984. the company also repurchased 15.000 shares of 
accrued dividends. In each of the years 1986, 1985 and its 10.75% Series Preferred Stock, which has a mandatory 
1984. the company redeemed 15,000 shares to meet the redemption date of May I, 1991. The remaining 135,000 
sinking fund requirements, as well as 23: 373 and 8,085 shares of this Series were repurchased in May 1986.  

(6) COMMON STOCK: In 1985. the company repurchased repurchase of common stock. The company does not 
221,930 shares of common stock for $7,572,000. The currently plan on repurchasing any additional common 
stock was retired using the average issuance price method stock.  
which reduces the common stock balance by the par value 
($8 per share) and reduces premium on capital stock hy The company plans to increase the authorized number of 
the average premium ($4.33 per share). For the shares common stock shares from 16,000,000 to 32.000,000 and 
repurchased in 1985. this amounted to $1,776,000 and to change the par value from $8 per share to $4 per share, 
$960,000, respectively. The difference between the sub1ect to approval from shareholders at the next annual 
purchase price and the average issuance price was meeting in May 1987.  
charged to retained earnings as premium paid for
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(7) COMMITMENTS AND CONTINGENT LIABILITIES: these demand charges in future years, even if itis unable 
To ensure a long-term, reliable, low-cost supply of coal for to fully utilize all contracted quantities of coal under 
the jointly-owned Edgewater 4 unit, the company is a future emission limits and acid rain legislation. In the 
party to a coal contract that contains demand charges opinion of management. any such costs incurred to meet 
totalling approximately $35,000,000 for the company's mandatory emission limits would be considered a 
share through 1994, of which approximately $10,000,000 legitimate cost of service expense subject to recovery 
has been paid to date. The company is required to pay in rates.  

(8) SEGMENTS OF BUSINESS: 
The following table presents information for the respective years pertaining to the company's operations segmented by 
lines of business. The information does not represent ratemaking treatment since the company is regulated by three 
jurisdictions with differing ratemaking practices.  

1986 1985 1984 
(Thousands) 

Electric Gas Total Electric Gas Total Electric Gas Total 

Operating revenues .... $410,514 $181,756 $592,270 $403,801 $234,703 $638,504 $405,420 $238,771 $644,191 
Operating expenses

Operation and 
maintenance....... 244,396 166,488 410,884 235,774 215.235 451,009 229,383 218,560 447.943 

Straight-line 
depreciation ....... 41.275 5,996 47,271 42,541 4.945 47,486 40,877 4,757 45,634 

Other taxes......... .19,064 2.229 21,293 12.673 2.235 14,908 17,733 2,580 20,313 

304,735 174,713 479,448 290,988 222,415 513,403 287,993 225,897 513,890

before income 
taxes.............  

Total AFUDC.........  
Provisions for income 

tax (a) ...............  
Operating income 

including AFUDC . . .  
Other income, net .....  
Interest expense ......  
Net income...........  

Identifiable assets (b) ... .  

Assets not allocated (c)..  
Total assets.......  

Construction and 
nuclear fuel 
expenditures 
including AFUDC .....

105.779 
848

7.043 
24

112,822 
872

112,813 
1,036

38,067 2,275 40,342 44,208 4,854

$ 68,560 $ 4,792

$691,929 $102,474-

73,352 

(488) 
21,323 

$ 51,541 

$794,403 

19.624 

$814,027

$ 69,641 $ 7,465 

$701,938 $114,818

12.288 125,101 117,427 
31 1,067 154

12,874

49,062 47,738 5,197 52,935

77,106 

45 
19,736 

$ 57,415 

$816,756 

18,715 
$835,471

$ 69,843 $ 7,677 

$685,754 $103,461

77,520 

(744) 
20,506 

$ 56,270 

$789,215 

4,081 

$793,296

$ 49,811 $ 5,736 $ 55,547 $ 48,689 $ 7,020 $ 55,709 $ 52,432 $ 5,702 $ 58,134

(a) Income taxes include amounts recorded as additional depreciation representing the estimated 
changes in income taxes due to using liberalized depreciation for income tax purposes. See Note 1(j).  

(b) At December 31 and net of the respective accumulated provisions for depreciation.  
(c) Primarily includes cash, nonutility property and other receivables.
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(9) OUARTERLY FINANCIAL INFORMATION (Unaudited):
Three Months Ended

(Thousands except for per share data) 

1986 
Mar. June Sept. Dec.  

Operating revenues ................................... $186,251 $127,720 $120,659 $157,640 
Netincome ......................................... $19,199 $8,066 $10,102 $14,174 
Earningsoncommon stock ............................. $17,853 $6,961 $9,118 $13,217 
Average number of shares of common stock outstanding ..... 11,600 11,600 11,600 11,600 
Earnings per average share on common stock .............. $1.54 $.60 $.79 $1.13 

1985 
Mar. June Sept. Dec.  

Operatingrevenues................................... $198,276 $139,117 $130,920 $170,191 
Netincome ......................................... $19,452 $11,657 $10,685 $15,621 
Earnings on common stock ............................. . $18,065 $10,271 $9,299 $14,261 
Average number of shares of common stock outstanding ..... 11,818 11,680 11,600 11,600 
Earnings per average share on common stock .............. $1.53 $.88 $.81 $1.23 

1984 

Mar. June Sept. Dec.  

Operatingrevenues................................... $202,784 $142,136 $131,308 $167,963 
Netincom e ......................................... $21,195 $11,194 $11,345 $12,536 
Earnings on common stock ............................. . $19,707 $9,719 $9,918 $11,137 
Average number of shares of common stock outstanding ..... 11,822 11,822 11,822 11,822 
Earnings per average share on common stock .............. $1.67 $.82 $.84 $.94 

Because of various factors which affect the utility business, the quarterly results of operations are not 
necessarily comparable.
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WISCONSIN PUBLIC SERVICE CORPORATION

Statements Of Income (Thousands) 
1986 

Operating Revenues: 
Electric ..................... $410,514 
Gas........................ 181,756 

592,270 
Operating Expenses: 

Operation 
Electric production fuels ...... 132,028 
Gas purchased for resale ...... 141,656 
Purchased power, net ........ 9,015 
Other.................... .. . 95,258 

Maintenance ................ 32,927 
Depreciation 

Straight-line provision ........ 47,271 
Additional depreciation ...... 4,681 

Taxes 
Current federal income ....... 31,825 
Net investment credit ........ (2,122) 
Current state income ......... 5,958 
Other..................... 21,293 

519,790 
Operating Income .............. 72,480 
Other Income and Deductions: 

Gains on bonds reacquired ..... 
Incometaxes ................ (182) 
AFUDC, other funds* .......... 595 
Other, net ................... .. . (306) 

107 
Income Before Interest Expense... 72.587 
Interest Expense: 

Interest on long-term debt ...... 19,914 
AFUDC, borrowed funds* ...... (277) 
Other interest ................. 1,409 

21,046 
NetIncome ................... 51,541 
Preferred Stock 

Dividend Requirements ........ ... 4.392 

Earnings On Common Stock ...... $ 47.149 

INCOME STATISTICS 
Common Stock: 

Shares outstanding, Dec. 31 .... 1 1,600,276 
Shares outstanding, Avg........ 11,600,276 
Earnings per sharet ........... .. . $4.06 
Dividends paid per share ....... $2.93 

Times Interest Earned: 
Before income taxes ....... 5.17 
After income taxes ............ .. . 3.34 

Times Interest and Preferred 
Dividends Earned ............. .. . 2.78

1985 

$403,801 
234,703 

638,504 

125,179 
190,195 

10,070 
89,399 
36,166 

47,486 
8,843 

32,198 
1,325 
6,696 

14,908 

562,465 
76,039 

195 
125 
717 
(275) 
762 

76,801 

16,834 
(350) 

2,902 

19,386 
57,415 

5,519 
$ 51,896 

11.600,276 
11,673,757 

$4.45 
$2.71 

6.12 
3.77 

2.97

1984 

$405,420 
238,771 

644,191 

125,457 
198.172 

6,276 
83,404 
34,634 

45,634 
7,933 

34,364 
2,966 
7,672 

20,313 

566,825 
77,366 

449 
1,212 

(2,405) 

(744) 
76,622 

16,205 
(154) 

4,301 

20,352 
56,270 

5,789 
$ 50,481 

11.822.206 
11,822,206 

$4.27 
$2.44 

6.27 
3.74 

2.92

1983 

$389,197 
240,694 

629,891 

127,055 
202,770 

4,597 
78,859 
32,112 

41,873 
17,322 

24,851 
501 

6,862 
18.569 

555,371 
74,520 

221 
535 

(665) 
91 

74,611 

19,517 
(263) 

3,763 
23,017 
51,594 

5,974 

$ 45,620 

11,822.206 
11,727,031 

$3.89 
$2.22 

5.32 
3.22 

2.56

1982 

$355,766 
228,681 
584,447 

114,688 
195,132 
13.152 
69,160 
30,755 

38.138 
6,090 

22,167 
2,947 
5,470 

17,144 

514,843 

69,604 

421 
(195) 

389 
615 

70,219 

22,418 
(191) 

6,085 
28,312 
41,907, 

6,036 
$ 35,871 

11,636,085 
11,419,269 

$3.14 
$2.04 

3.76 
2.47 

2.04

1981 

$294,509 
197,753 
492,262 

88,400 
166.787 
20,333 
59,005 
25.571

1976 

$181,581 
88,464 

270,045 

51,518 
63,224 
(2,046) 
30,079 
14,989

29,685 22,681 
8,269 10.914

7,257 
11,616 
2,473 
15,566 

434,962 

57,300 

405 
(544) 
472 

1,002 

1.335 
58,635 

21.224 
(8,941) 
7.270 

19,553 
39,082 

5,644 

$ 33,438 

11.308.740 
11,129,940 

$3.00 
$1.89 

3.43 
2.37 

1.98

16,837 
4,366 
2,846 

12.103 

227,511 
42,534 

395 
(41) 

14 

368 
42,902 

14,522 

426 

14,948 
27,954 

4,812 

$ 23,142 

10,750,152 
10,355,691 

$2.23 
$1.42 

5.21 
2.87 

2.17

*AFUDC is split between debt and equity portions beginning in 1977.  
tBased on weighted average shares outstanding.
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WISCONSIN PUBLIC SERVICE CORPORATION 

Balance Sheets (Thousands) 

Assets 
Utility Plant: 

Electric ...................  
G as ................... ..  

Less 
Accumulated depreciation....  

Nuclear fuel, net ..............  
Net utility plant ..........  

Investments ..................  
Current assets ................  
Deferred charges ..............  

Total assets .............  

Capitalization and Llabilities 
Common stock and premium .....  
Retained earnings .............  
Preferred stock with no 

mandatory redemption ........  
Preferred stock with 

mandatory redemption ........  
Long-term debt ...............  

Total capitalization........  

Short-term borrowings ..........  
Bond sinking fund requirements 

and maturing first 
mortgage bonds .............  

Other liabilities and credits ......  
Total capitalization and 

liabilities ................

1986 

$1,076,400 
131,556 

1,207,956 

591,727 
616,229 

19,780 

636,009 

19,573 
142,030 

16,415 

$ 814,027

1985 

$1,038,867 
126,716 

1,165,583 

544,319 

621.264 

19,857 
641.121 

13,464 
167,011 

13,875 
$ 835.471

1984 

$1,000,596 
122,742 

1,123.338 

494,931 

628.407 

12,805 
641.212 

10.012 
137.905 

4,167 

$ 793.296

1983 1982 1981

$ 963,787 
117,309 

1.081.096 

445.823 

635,273 

10.694 

645.967 

10,290 
131.776 

4,587 
$ 792,620

$ 933,052 
113,143 

1,046.195 

395,438 
650,757 

18,115 

668.872 

13,056 
126,068 

6,497 
$ 814,493

$143,187 $ 143,187 $ 145.923 $ 145,909 $ 141,268 
203,258 191,091 175,686 154,184 134,767

51,200 

5,144 
228,631 
631,420 

33,400 

5,062 
144,145

$885,448 
103.859 

989,307 

350,253 

639.054 

16,839 
655,893 

14.475 
118,203 

8.464 

$797,035 

$134,452 
118,626

1976 

$543,468 
92,367 

635.835 

199.519 

436.316 

13.215 
449,531 

5.559 
67.891 

1,337 
$524,318 

$124,624 
61.734

51.200 51.200 51.200 51,200 51,200 51,200

20,147 
244,362 

649,987 

28,995 

156,489

21,684 
210.481 

604,974 

36,470

24,750 
222,092 
598,135 

39.500

25,500 
231,601 
584,336 

46.000

- 9,125 40,000 
151.852 145,860 144,157

26.250 
272.283 
602,811 

46.915 

147,309

$ 814,027 $ 835471 $ 793,296 $ 792,620 $ 814.493 $797,035

15.000 
201.688 
454,246 

57 
70,015 

$524,318

Book Value Per Share, Dec. 31 ....  
Return On Average Equity .......  
Capitalization Ratios 

Common stock and premium ...  
Retained earnings ............  
Preferred stock ..............  
Long-term debt .............  

Percent Long-Term Debt to 
Net Utility Plant ..............  

Average Bond Rate ............  
Average Preferred Stock Rate ....  
Shareholders - Common stock ...  

Preferred stock ...  
Number of Employees, Dec. 31 ...

$29.87 
13.9% 

22.7 
32.2 

8.9 
36.2 

35.9 
7.9 
6.7 

27.240 
5,756 
2,497

$28.82 
15.9% 

22.0 
29.4 
11.0 
37.6 

39.3 
8.3 
7.5 

29,687 
6.219 
2.485

$27.20 
16.2% 

24.1 
29.0 
12.1 
34.8 

32.8 
7.6 
7.6 

31.440 
6.553 
2,390

$25.38 $23.72 $22.38 $17.34 
15.9% 13.9% 13.9% 13.1%

24.4 
25.8 
12.7 
37.1 

34.4 
7.2 
7.8 

33.857 
6,885 
2,267

24.2 
23.1 
13.1 
39.6 

34.6 
7.7 
7.8 

34.803 
7.267 
2.204

22.3 
19.7 
12.8 
45.2 

41.5 
7.7 
7.8 

35.333 
7,628 
2.116

27.4 
13.6 
14.6 
44.4 

44.9 
7.1 
7.3 

40.041 
9.207 
1,785
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WISCONSIN PUBLIC SERVICE CORPORATION

Electric Operations 
Operating Revenues (Thousands): 

Residential ..................  
Commercial and industrial ......  
A ll other ....................  

Total electric revenues ......  
Kwh Sales (Thousands) ..........  
Number of Customers, Dec. 31: 

Residential ..................  
Commercial and industrial ......  
A ll other ....................  

Total electric customers .....  
Annual Average Use (Kwh): 

Residential ..................  
Commercial and industrial......  

Average Kwh Price (Cents): 
Residential ..................  
Commercial and industrial .......  

Production Data: 
System Capacity (Kw): 

Steam ....................  
N uclear ...................  
Hydraulic .................  
Combustion turbine .........  
D iesel ....................  
W ind turbine...............  

Total ....................  
Interest in Wisconsin River 

Power Company ............  

Total system capacity ......  
Generation and Purchases 

(Thousands of Kwh): 
Steam .......................  
Nuclear ....................  
H ydraulic ....................  
Purchases - Wisconsin 

River Power Company .......  
O ther ......................  

Total....................  
System peak - firm (Kw) ........  
Annual load factor ............  

Gas Operations 
Operating Revenues (Thousands): 

Residential ..................  
Commercial and industrial ......  
A ll other ....................  

Total gas revenues ........  
Therm Sales (Thousands) ........  
Number of Customers, Dec. 31: 

Space heating ...............  
A ll other ....................  

Total gas customers ........  
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1986 

$138,365 
212,180 

59,969 
$410,514

1985 

$137,503 
207,772 
58,527 

$403,802

7,772,905 7,445,019

276,407 
30,673 

479 

307,559 

7,340 
141,793 

6.89 
4.93 

1,269,240 
221,000 
64,236 

156.200 
4,000 

40 

1,714,716 

11,667 

1,726,383 

5,916,885 
1,588,287 

340,488 

76,345 
383.123 

8,305,128 
1,292,600 

71.93% 

$ 91,513 
82,755 

7,488 

$181,756 
35 1.014 

154,672 
8.241 

162,913

271.407 
30,185 

478 
302,070 

7,288 
136,764 

7.01 
5.08 

1,269,240 
221,000 

64,236 
156,200 

4.000 
40 

1,714,716 

11,667 

1,726.383 

5.448.302 
1,523.780 
352,000 

82,005 
608,997 

8,015,084 
1,219,700 

74.03% 

$100,078 
130,642 

3.983 

$234,703 

451,419 

150.833 
8,788 

159,621

1984 

$135,833 
209,468 
60,119 

$405,420

1983 

$132,810 
201,037 

55,350 

$389,197

1982 

$121,548 
179,857 
54,361 

$355,766

1981 

$103,050 
152,153 
39.306 

$294,509

7.469,964 7,113,304 6,809,880 6,794,926 5,648,695

267,461 
29,702 

475 

297,638 

7.269 
138,244 

7.05 
5.14 

1,269,240 
221,000 
64,236 

156,200 
4,000 

40 

1,714.716 

11.667 

1,726,383 

5,443.590 
1,569,519 

307,911 

76,855 
572.702 

7,970,577 
1,202,900 

73.57% 

$ 97,114 
139,662 

1,995 

$238,771 
470.912 

147,646 
9,376 

157,022

263,362 
29,228 

450 

293.040 

7,219 
133,442 

7.04 
5.19 

1.269,240 
221.000 

62.156 
156,200 

4.000 

1,712,596 

11,667 

1.724,263 

5.246,683 
1,527.660 

348,813 

85,753 
448,509 

7,657,418 
1,166,000 

72.67% 

$ 97,053 
141,314 

2,327 
$240,694 

460.488 

144.332 
10,423 

154,755

259,769 
28,172 
1,029 

288,970

7,069 7,235 
129.755 134,713

6.66 
4.95 

1,269,240 
221,000 

62,156 
156.200 

4,000 

1,712,596 

1 1,667 

1,724.263 

4,685,171 
1,577,139 
319,895 

76,563 
700,240 

7,359,008 
1,101,000 

74.90% 

$ 89,908 
136,445 

2.328 

$228,681 
482,490 

142,440 
10,701 

153.141

5.59 
4.16 

1,269.240 
221,000 

62,156 
156,200 

A1 rArf 

1.712,596 

11,667 

1,724,263 

4.387,774 
1.553.941 

300,794 

71,487 
998,606 

7.312.602 
1,132.800 

72.80% 

$ 74.969 
120.862 

1.922 

$197,753 
484,993 

140,576 
11.322 

1 51,898

1976 

$ 64,621 
93,067 
23,893 

$181,581

256.882 
27,833 

1,023 

285.738

227,906 
24,656 

908 
253,470 

6,772 
126,549 

4.26 
3.00 

837,440 
221,000 

62.156 
156,200 

4,000 

1,280,796 

11,667 

1.292,463 

4.203.975 
1,392,660 

252,768 

53,223 
221,123 

6,123,749 
935,000 
66.93% 

$ 37,232 
50,968 

264 

$ 88,464 
544,049 

123,160 
16,300 

139,460
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