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HIGHLIGHTS
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PERCENT

1979 1978 INCREASE
Earnings per Share of Common Stock $3.75 $3.50 7.1
Divigends per Share of Common Stock $2.345 $2.21 6.1
Total Qperating Revenues $867.565.000 $752.611.000 183
Earnings Available for Common Stocknoiders $ 70.164.000 3 64268000 92
Average Numper of Common Shares
Qutstanding 18,705,000 18.354.000 19
Electric Sales to Retail, Municipal and
Cooperative Customers (thousand KWH) 17,541,493 17.307.755 14
Gas Sales (thousand therms) 706,101 680,759 37
Retail. Municipal ang Cooperative
Customers (year end)
Electnc . .. . 795,664 782.845 16
Gas . 206,032 197 803 43
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we expect to go before the regulatory agencies almost
annually for rate increases A reguest for a 9 percent
electric rate increase, filed with the Public Service
Commussion of Wisccnsin in August 1979, was pending
at the end of the year

The eftects of inflation are both short-term and iong-
term. They are obvious n the rapicdly escalating costs
of construction. in the rising costs of coal and other
tuel. and in wages and supplies and all the other
expenses of producing and distributing energy

Perhaps more serious are the long-term effects —
the high cost of money to finance major construction
programs. and the depressing effect which high
interest rates nave on tve market price of common
stocks, including your own Wisconsin Electric stock

While Wisconsin Electric s sales of electricity and
natural gas increased in 1979, customers at the same
time were responding to efforts to conserve energy
and shift alectncity use 0 off-peak times.

These developments are encouraging. as it is
imperative o mimimize the addition ot on-peak
electrical loads in order to reduce the need to build
new power plants in these high cost times. By hoiding
down growth in peak demand, we will be abie to keep
our censtruction program within reasonable limits, to
the penefit of both stockholders and customers

in previous Annual Reports, | nave outlined the positive
steps the company s taking to control the growth in
peak eiectrical gemand. We continue to be committed
to this program, which inciuges the aggressive
promotion cf conservation, ioac management activities
and changes in rates to make the price of energy more
Closely reflect the cost of providing service

As we enter a new decade, Wisconsin Electric i1s well
“repared 1o supply our Cu ‘tomers’ energy
aquirements. With conservation and firm commitrments
from cur pipeiine suppiier we expect to be able to
meet the needs of our natural gas customers and
accommodate the increasing number of requests for
conversion to gas for heating

The first urt 3t the coal-fired Pleasant Prarie Power
Plant is nearng completion in Kenosha County and will
begin operation in 1980, with a second unit aiso under
construchion

in early 1980, Wisconsin Electric and two other utilities
decideqa 12 acandon plans for the Haven Nuclear Plant

This plant has been in the planning stages for a
number of years, and the decision to cancei the
project was rot an easy one. The increasing
uncertainties concerning the licensing of nuclear plants
coupled with the slower growth in peak demand for
electricity, however, were among the factors making it
impractical to proceed with the project

Because of the moderate growth expected in  2ak
demand, we will not need additional electric generating
capacity for a number of years This gives us flexibility
pefore making final commitments on future

generating units

On the national levei, there has been much talk and
little action as our energy problems have become more
severe. The efforts of energy companies have been
increasingly frustrated by the lack of national
commitment to energy goals. Our nation must develop
practical energy guidelines and exhibit the backbone
to allow their mpiementation. We must move ahead
with a balanced program to make the most affective
use of domestic energy resources and encourage new
technoicgies

As our country's oil supplies decline, however, the
nat.on must increasingly depend on coal and nuclear
energy to provide our supply of electricity. Similarly, in
Wisconsin we must continue to rey on

nuclear anc coal piants, which have served us well

in the past. to provide most of the electricity our
customers will need for the remainder of this century

At the same time. utilities must contine? to work with
the business community, government and individuais
to develop alternate energy sources on a practical and
economic basis

Working together, we can meet the difficult chalienges
we face today n order to have the energy available
tomorrow.

Chads -] > & S0

President

March 14, 1980




OUR DIRECTION FOR THE 1980s
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The Price of Energy. /n the

Responsibility to Those We Serve




THE YEAR IN REVIEW

Planning for the Future




Downtown Milwaukee Project
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projects in the construction and planning stages. A
major hotel i1s nearing completion, work will begin soon
on a downtown mail, a new federal building 1s planned
and several other building projects have been
announced

Wisconsin Electnic's plans for the downtown area also
inciude plans for a new parking structure, adaitonal
steam lines. and eventual retirement of two 2id
downtown power plants

Financing

Even with the moderate growth in electrical peak
gemand forecast for the future, capital expendglures
are expected 1o continue at a high level during the
early part of the 1980s. For the next five years capntal
requirements are expected to approach $1 5 oillion. Of
that amount, $800 million will be raised internally and
the remainder from outside sources

Construction expendituras in 1979 amounted (o $252
milligri. and are expected to total about $340 million in
1980 The company raised $26 million in 1973 through
the sale of poiiution control bonds and $50 millien frem
three-vear Honds soid in a private placement Common
stock was sold through a combination of dividend
reinvestment and the Tax Reducticn Act Stock
Ownership .un (TRASOP), an employe stock
ownership plan funged through federal tax credits and
empioye contributions

In 1980, the company is conside .- *he sale of bonds
and offerings o, preferred and - -~ 0N StOCkS,
depending on market conditions New ~ommon stock
also will be sold through divigend reinyestment and
TRASCOP

Load Management and Conservation

Wisconsin Electric is continuing to move forward with
innovative programs designed (o hoid down the growth
in the peak demand for electricity and to encourage
more efficient energy use by our customers.
Cevelopments during the past two vears indicate that
these programs are showing success.

Controling electrical demand 's important because
lower load growth delays the need for expensive new
gower plants, and extengs the time we have 1o finance
and put these tfacilities in service

The company's efforts to control peak electrical
Jemand center around three activities: time-of-use

rates. a load management pregram and customer
conservation

Time-of-use rates. whicnh first went into effect in 1978,
were extended to a larger number of customers in
1979 These rates charge more for electricity during
peak demand perods and less during off-peak times
10 more accurately reflect the economics of providing
electricity For instance. it costs more to produce
glectricity on weekdays than at night and on
weekends, and it costs more during the hot summer
months than during the rest of the year Larger and
more economical coal and nuclear plants provide
relatively inexpensive power during off-peak hours
when demand is fairly low. Electricity 1o meet higher
caly peak demand is more expensive 1o produce,
since oil-fired plants or older less efficient coal plants
must ce used

Qur industnal major commercial and largest residential
customers ara now on daily time-of-use rates which are
higher in the daytime and lower at night. Rates for all
customers have a seasonal differential

These rates provide economic incentive for customers
to reduce on-peak electrical usage. or to shift daily
usage to cff-peak times. In establishing seasonal rates
the PSCW set a 50 percent difference petween winter
ang summer rates. Aithcugh the company is committed
o the ime-of-use concept, we pelieve this difference s
120 severa. In our current rate case, we have asked the
commission o recuce the winter-summer differential

The company's major load management activity is a
system-wide water heater control program  Installation
of equipment for this system is continuing

The load management system will allow dispatchers at
our System Control Center to remotely and selectiveiy
turn oft electric water heaters during times of heavy
demand. The system wiil be the first of its kind in the
country to cperate on a full-time basis. Customer
participation in the program § voluntary

We estimate that by controiling 150,000 residential and
farm electric water neaters, power plant construction
needs will be recuced by 125,000 kilowatts

In late 1979, the company announced a major program
to expicre the potential of solar water heating in
Wisconsin. Domestic solar water heating systems have
Deen installed at the homes of four employes, and after
a winter's experience, the program will be expanded 1o
include 300 Wisconsin Electric residential customers
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The sciar water heating system has been designed 10
meet the needs of a typical family of tour and tg take
advantage of the company s iower off-peak rates
When the sun is shining, hot water wiil be provided
Dy solar energy At mignt and during extended cioudy
periods, water in a storage tark will be heated by an
electric element. The solar system 1s expected 1o
supply about haif the hot water needs of the homes
occupants The solar devices will be monitored by the
company to provide information on operating costs

in ancther project. the company 1s studying “stored
cooling” for residential air conditioning as part of a
research activity being conducted in cooperation with
the US Department of Energy Stored cooling
equipment uses a conventional air conditioning unit to
tfreeze water in a storage tank during off-peak times
The stored ice is then used to provide cooling during
high-demand periods. Equipment has been nstalied in
70 homes in the metropolitan Miwaukee area in order
to conduct the research which will continue over the
next two years. The stored cooling concept has been
proven workabie over the past three years in test
homes and company offices

During 1979, both Wisconsin Electric and our
subsiciary, Wisconsin Natural Gas Co.. continued
active pubiic information programs to promote energy
conservation. The conservation effort was promoted
through the use of radio, television and newspaper
advertising, as well as in booklets, bill inserts and
special presentations

Opirion surveys and energy usage show that these
programs have been effective in increasing customer
understanading of the need to conserve natural gas and
electncity

As the result of an energy audit program started at
Wisconsin Natural in 1977, more than 13,000 home
energy surveys have been conducted by company
personnel. For 1979, the company averaged more than
140 home surveys a week A similar home energy
inspecton program has been implemented by
Wisconsin Electric, and is now available to electric as
well as gas customers.

Wisconsin Electric’s public information program was
recognizad by the Public Utilities Communicators
Associa on for the ‘Best Utility Communications
Program’ in 1979, and Wisconsin Naturai's activity was
cited as the best public relations program of the year
by the Amernican Gas Association.

Rate Increases

Final electric rate increases approved by various
regulatory commissions in the first haif of 1979 amount
10 approximately $53 million on an annual basis. These
Incluged an overall 9 percent increase granted by the
Public Service Commussion of Wisconsin (PSCW) in
March. and a 15 percent increase authorized by the
Michigan commission in April for our customers in
Michigan's Upper Peninsula

The Wisconsin commission's action was the result of a
rate request filed by the company in April 1978, while
the rate request in Michigan was filed in December
1978 The Michigan increase was the first change in
base rates for those customers in 22 years. In
addition. an increase for wholesaie customers under
the junsdiction of the Federal Energy Regulatory
Commission was approved by that agency in May.

Despite these increases. however, the high rate of
inflation is continuing to affect ail phases of the
company's operation. and has resulted in further
increases in the cost cf doing business. This trend is
expected to continue in 1980. As a result, the company
filed a request with the PSCW in August 1979, to
increase 1980 revenues by 9.2 percent This request is
stil pending. with action expected to be taken in the
first haif of 1980.

Recurring increases in electric rates during the past
few years have tended t0 obscure the fact that
Wisconsin Electnc customers continue o receive
exceptional value for every dollar they spend on
electricity. Qur rates continue 1o be lower than those in
most other parts of the nation. A stugdy in 1979 showed
that, based on a monthly use of 500 kilowatt-hours,
alectric rates in Milwaukee were the fourth lowest
among the nation's 20 largest metropolitan areas.
Despite general concerns about rising prices, it aiso is
significant that a 1979 pubiic opinion survey found that
seven out of ten customers interviewed felt that the
company s requests for rate increases were justified.

A primary reason for the company's favoraple rates
has been the efficient operation of Point Beach Nuclear
Plant. which has produced an economical supply of
electricity during a time of rapidly rising prices.

Nuclear Operations

After the much publicized Three Mile Isiand (TM1)
accident in Pennsylvania, the company formed a task
force to aetermine it any changes were needed in the
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MANAGEMENT’'S DISCUSS!ION and Analysis of Operations

Net Income and Earnings aflacting i part

Rate Increases
Operating Revenues and Sales

y

»

TOTAL OPERATING REVENUES
Millions of Dollars

-

- Residential-Electric
— Commercial-Electnc

Industrial-Electnc.



Operating Expenses

EARNINGS PER SHARE
OF COMMON STOCK

Dividends

CONSTRUCTION EXPENDITURES
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SUMMARY OF OPERATIONS
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INCOME STATEMENT  concucen oecemsen o

WISCONSIN ELECTRIC POWER COMPANY SYSTEM

18

Operating Revenues
Electric
Gas
Steam
Total Operating Revenues

Operating Expenses

Fue! (Note A)
Purchased power
Gas purchased for resale
Other operation expenses (Note B)
Maintenance
Taxes other than income taxes
Depreciation (Note C)

Straignt line

Deferred income taxes (Note D)
Federal income tax (Note D)
investment tax credit adjustments — net
State income tax (Note D)

Total Operating Expenses

Operating Income

Other Income and Deductions
Interest income
Aliowance for cther funds used during construction (Note E)
Miscellanecus — net
Income taxes (Note D)
Total Other Income and Deductions

Income Before Interest Charges

Interest Charges
Long term debt
Allowance for borrowed funds used during construction (Note E)
Otner : .
Total Interest Charges

Net iIncome A ! o
Preferred Stock Dividend Requirement
Earnings Available for Common Stockholders

Average Number of Shares of Common Stock
Outstanding (Thousands) . .
Earnings Per Share of Common Stock

19739 1978
(Thousands of Doitars
$667.757 $583.162
191,238 161177
8.570 8272
867.565 752,611
179,050 155.615
67,863 48.568
143,844 115948
133.442 112,573
66,824 55.879
34,464 35.049
59,855 54 169
17,192 3873
12,452 31,904
27.657 23,946
6.981 6887
749,624 644 402
117,941 108.209
2,491 1,659
7.538 3.372
185 (322)
(1,707) (1,184)
8,504 3,525
126,445 111,734
4C.875 36.998
(6,165) (1.895)
9,203 5,026
43,913 40,129
82,532 71,605
12,368 1.937
$ 70,164 $ 64,268
18,705 18 354
$3.75 $3.50

The notes o1 pages 22 through 27 are an integral part of the financial statements.



RETAINED EARNINGS STATEMENT  c oo cecevmen o

WISCIONSIN ELECTRIC POWER COMPANY SYSTEM

1979

1978

(Thousands of Dollars)

Balance, January 1 $225.022 $201,424
Additions
Net income 82,532 71,605
Transter of amortization reserve — hydroelectric projects — 305
307,554 273,334
Deductions
Dividends — Cash
Preferred stock 12,178 7.088
Common stock 43,784 40 537
55,962 47 625
Cost of issuing capital stock 104 887
56,066 48 312
Balance, December 31 $251,488 $225,022
STATEMENT OF CHANGES IN FINANCIAL POSITION  cin e neceusen o
1979 1978

Financial Resources Provided
Operations
Net income
Depreciation — straight Iine
— deferred income taxes
Accumulated deferred investment tax credits
Nuclear fue! expense
Allowance for funds used during construction
Total from operations
ommon stock
red stock
ong term debt
Sale of nuclear fuel
Release of construction funds held by trustees
Short term borrowings
Contributions in aigd of construction
Miscellaneous

refer
i
>

ne- voO

Financial Resources Used
Construction expenditures
Nuclear fuel
Dividends
Retirement of long term debt
Construction funds held by trustees
Increase in working capital (other than short term
borrowings and long term debt due currently)

{Thousands of Dollars)

$ 82,532 $ 71605
59,855 54,160
17,192 3.873
23,598 12,942
12.767 8.782

(13,700) (5,267)
182,244 153,095
14,864 55186
-— 59,455
75,525 104,882
— 5,192
10.695 —
108.559 3.675
4,259 3.338
1,004 (2,528)

$397,150 $332 625

$252,258 $220.563
37,362 33,436
55,962 47,625

9,511 12,165
23,447 12,153
18,610 6,683
$397,150 $332 625

The notes on pages 22 through 27 are an integral part of the financial statements
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BALANCE SHEET - ccocueen

WISCONSIN ELECTRIC POWER COMPANY SYSTEM

ASSETS
Utility Plant
Eiectric
Gas .
Steam

Accumulated provision for depreciation

Construction work in progress

Nuclear fuel . .
Accumulated provision for amortization

Net Utility Plant

Nonutility Property :
Accumulated provision for depreciation
Net Nonutility Property

Construction Funds Held by Trustees (Note F)

Current Assets
Cash .
Temporary cash investments
Accounts receivable (Note G)
Accrued utility revenues
Fossil fuel (at average cost)
Materials and supplies (at average cost)
Prepayments and other assets

Total Current Assets

Deferred Charges and Other Assets

1979

1978

(Thousands of Doilars)

$1,571,082 81511172
184,642 173918
17.274 17.161
1,772,998 1.702,251
(725.821) (653,291)
1,047,177 1,048,960
411397 217.108
94,709 55,420
(11,773) (2.617)
82,936 52.803
1,541,510 1.318.871
7.453 6539
(630) (383)
6.823 6.156
24 805 12.153
5.026 5947
11.098 2.900
51,544 50013
71,686 59787
56,179 46,665
34,131 25,193
6,649 6.588
239.313 197.093
18,113 30.898
$1.830,664 $1.565,171

The notes on pages 22 through 27 are an integral part of the financial statements.



LIABILITIES
Capitalization
Common Stock Equity (Note H)
Common stock (authorized 41,000,000 shares, $10 par
value 1ssued 19085720 anc 18,473,747 shares)

Premium on capital stock .

Retained earnings -

Total Common Stock Equity

Preferred Stock (Note J)
Long Term Cebt (Note 1) .
Total Capitalization

Current Liabilities
Long term debt due currentiy (Note 1)
Notes payable to banks (Note K)
Commercial paper (Note K)
Accounts payable
Payra!l and vacation accrued
Taxes accrued — income and other
Interest accrued
Customer deposiis

®lia
ther

Total Current Liabilities

Deferred Credits and Other Liabiiities
Accumulated geferred investment tax credits
Nuciear fuel costs accrued (Note D)
Jnamortized accrued uliiity revenues

Cither

Total Deferred Credits and Other Liabilities

Contributions in Aid of Construction
Commitments (Nate 1) and Contingencies (MNote M)

1979

1978

(Thousands of Doilars)

$ 190,857 $ 184,737
144,040 135,296
251,488 225,022
586,285 545,055
160 451 160,451
643 2.7 589.576

1,396,0€3 1,295,082
13,493 7,662
19,700 21,441

114,322 4022
69,326 54 711
12,209 11,171
33,774 26,732
12,422 10.600
1.398 1.863
5.563 6.771
282,973 144 973
73,554 49,9586
19,646 17,372
29,556 33.778
6,630 6,027
129.386 107,133
22,242 17,983
$1,830,664  $1.585.171

Tne notes on pages 22 through 27 are an integral part of the financial statements



NOTES TO FINANCIAL STATEMENTS

MNISCONSIN ELECTRIC POWER COMPANY SYSTEM

22

Summary of Significant Accounting Policies

General

The accounting records of the company and its utility
subsidiary are kept as prescrbed by the Federal
Energy Regulatory Commission, moditied for
requirements of the Pubiic Service Commussion of
wisconsin (PSCW). The consolidated financial
statements include the accounts of the company and
its subsidiaries. Wisconsin Natural Gas Company and
Badger Service Company

Revenues

Meters are read and accounts are billed monthly. Since
January 1. 1977 utility revenues have-been recognized
on the accrual basis and include astimated amounts
for service rendered but not billed. Accrued utility
revenue of $52 million at December 31, 1976 is being
recorded as revenue in equal amounts over a ten year
penod as prescribed by PSCW

Fuel!

The cost of fossil and nuclear fuel 1s expensed in the
period consumed

Nuclear fuel expense includes an estimate for offsite
storage of spent nuclear fuel for ten years after
removal from the reactor. No salvage value is
recognized for spent nuclear fuel. The accounting for
nuclear fuel follows the ratemaking treatment for such
costs

Gas Purchased for Resale

The cost of purchased gas soid is expensed in the
period the gas is receiwved from the pipeiine suppher

Property

Electnc and gas utility property is recorded at original
cost, and steam utility and nonutiiity property is
recorded at cost. Additions to utility property and
signiicant replacements are charged to utility plant at
cost. Cost includes material, fabor and allowance for
funds used during construction (see Note E)
Replacements of minor items of property are charged
to maintenance expense. The cost of depreciable
property. together with removal cost iess salvage, is
charged to accumulated provision for depreciation
when property s retired.

Income Taxes

Deterred income tax accounting is practiced in respect
to significant timing differences. The federal investment
tax credit 1s accounted for on the deferred basis and is
reflected in income ratably over the life of the related
property

Debt Premium, Discount and Expense

Long term debt premium or discount and expense of
issuance are amortized L the straight line method
over the lives of the debt issues. Unamortized amounts
pertaining tc debt reacquired for sinking fund purposes
are written off currently

A — Rental Exnense

Total rental expense was $16.521.000 in 1979 and
$20,989.000 in 1978 This includes charges of
$15.000.000 in 1979 and $19,835,000 in 1978 for the
portion of nuciear fuel which is leased. The nuclear fuel
lease can be terminated Dy the company or the lessor
on two years' notice. The lease of any batch of fuel
automatically terminates at the end of 78 months, or 18
maonths after removal from the reactor, unless the
parties extend the term. The company has agreed 10
pay the iessor for the unamortized cost of the nuclear
fuel in the event the lease is terminated. The company
has an option to purchase the nuclear fuel at the
nigher of such unamortized cost or fair market value.
Rental payments are made monthly based on the
amount of nuclear fuel leased and the amount of
‘eased nuclear fuel burned

The nuclear fuel lease s treated as an operating lease
by PSCW in determining revenue requirements, and
the value of the leased fuel is not included in the
company’s rate base Had the lease been accounted
for as a capitai lease, expenses before income taxes
and indeterminate effects of corresponding ratemaking
treatment wou'™ nave been decreased $599 000 in
1979 and $891,000 in 1978, and an asset and
corresponding liability equal to the unamortized cost of
the leased nuclear fuel would have been recorded at
December 31 in the amounts of $9.534.000 in 1979
and $21,499,000 in 1978.

B — Pension Plans

Severai noncontributory pension plans cover all eligible
employes. Normal employe pension cost is accrued
and funded currently and unfunded prior service
liatulity is amortized over periods from ten to thirty
years. The unfunded prior service liability of the
pension plans is not significant. Substantiaily all vested
and accrued benefits under the plans have been
funded. Pension expense was $7,449,000 in 1979 and
$5,715,000 in 1978.

C — Depreciation
Depreciation expense is accrued at straight line rates
certified by PSCW. Deprec:ation rates include



astimates of salvage and plant removal costs. Nuclear
plant g-oreciation rates provide for an amount to cover
estim_ .d plant decommssioning costs

Additional depreciaticn is accrued in accordance with
PSCW requirements which is equal to the tax effects of
timing differences related to property and nuclear fuei
including principally the use for tax purposes of
accelerated depreciation methods (see Note D)

D — Income Tax Expense

Below 15 a summary of income tax expense and a
reconciiation of total income tax expense with the tax
expected at the fedgeral statutory rate

1979 1978
(Thousands of Doriars
Zurrant tax axpense $ 21140 § 33975
nvesiment tax credt adiusiments — net 27 857 23948
Deferred taxes charged o depreciation
expense 17.192 3873

Tolal tax expen &

$ 65989 § 67 794

Income pefore :come '3xes $148.521 $139.399
Expected 'ax 3t ‘ederal statutory rate § 68320 $ 66312
Allywance for funds used sunng
sonstruchion 6.302) 2528)
State ncome tax net of faderal tax
reduchon 5227 3.028
Jthes (no ilem over 5% of expectad tax)  (1.256) 1 818)
Total tax expense $ 65989 § 87794

%

Thne aggregate ameunt of defarred income taxes
included in the accumulated provision for depreciation
at December 31 was $140.253,000 in 1979 and

$122 404.000 in 1978.

In 1978 the company filed claims for refunds with the
Internal Revenue Service (IRS) for the years 1970-72
The claims seek a refund of federal income taxes for
the deduction of storage and other costs for spent
nuclear fue! Such costs were disallowed as a current
deduction by IRS on audit and the resulting
assessment was withneid from a previous refund
Management is contesting the disaliowance, but
pendging resolution the company recordea the tax
ettect of these costs for the years 1970-78 and for
1979 by increasing the current fegeral income tax
provisions and normalizing those amounts By reducing
deterred income taxes by $14,738,000 in 1978 and
$2.057.000 in 1979. resuliting in no effect on net
income. Deterred nuclear fuel costs accrued were
reduced by the amounts of taxes provided. This
accounting for income taxes is in accorgance with

PSCW practice Related interest was accrued in the
amounts of $1.6882.000 in 1978 and $807.000 in 1979

E — Allowance for Funds Used During
Construction (AFDC)

AFDC s inciuded in utility plant accounts and
represents the cost of borrowed funds used during
plant construction and a rate of return on stocknholders’
capital used for construction purposes On the income
statement the cost of borrowed funds (before income
taxes) is a reduction of interest expense a1 ' the return
on stockholders' capital is an item of nonca n other
income

The company is limited by PSCW to capitalizing AFDC
cnly on construction work in progress exceeding 10%
of its net investment rate base Revenues granted by
PSCW in rate orders include the equivalent of a return
on investment in construction work in progress below
this imit. AFDC was capitalized in 1979 and 1978 at a
rate of 7% approved by PSCW

F — Construction Funds Held by Trustees

The construction funds were established to finance
pollution controi ana environmentai improvement
taciites at the company's new Pleasant Praine Power
Plant. Proceeds from the sales of municipal revenue
bonds issued Ly the Town of Pleasant Prairie in 1978
and 1979 were deposited in the funds under loan
agreements with the company. As a revenue source
and collateral for the loans, the company has issued to
the town its first mongage bonds in the aggregate
principai amount of $52 million. Funds are released to
the company as qualifying property is constructed at
the plant

G — Accounts Receivable

Accounts receivable are shown on the balance sheet
after deducting an accumulated provision for doubtful
accounts in the amount of $1.175,000 for 1979 and
$826.000 for 1978. Uncollectible account write-offs net
of recoveries were 32,316,000 in 1979 and $1.552,000
in 1978 \

H — Common Stock and Premium on Capital Stock

Under the Automatic Dividend Reinvestment and Stock
Purchase Plan. sales of 426,901 shares of common
stock were made in 1979 and 114,506 shares in 1978
Proceeds from the sales were $10,173.545 in 1979 and
$3.148.083 in 1978. Sales of common stock under the
Tax Reduction Act Stock Ownership Plan (TRASOP)
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were 185,072 shares in 1979 and 83.173 shares in
1978 Proceeds from the TRASOP sales were
$4.690.986 in 1979 and $2 367.709 in 1978. The
increase in premium on capital stock is the excess of
the proceeds from sales over the $10 par value of the
common stock sold.

| — Long Term Debt
Decemper 31

1979 1978
{Thousanas ui Doiars)

First Mortgage Bonds
Wisconsin Elactric Power Company

27% Seres due 1973 $ - $ 7574
2% Seres due 1980 10 995 11,122
3%% Seres due 1982 9324 9502
10 20% Seres que 1982 50 000 -
'a% Seres cue 1984 15425 15647
3% Seres que 1986 229270 22332
419% Senes Jue 1988 23.062 23.457
3 % Seres due 1990 26871 26913
5% Seres due 1996 28 097 28122
%% Seres cue 1997 38 081 38.115
8%% Seres due 1998 33.808 33834
& 10% Seral Seres due 1399.2008 25.000 £5.000
€ 25% Sera Senes due 1999-2008 1.000 1000
T'a% Seres due 1999 38 991 38 295
Bl3% Senes due 1999 39555 3959
. 45% Seres Jue 2004 12.000 —
5% Series due 2006 60 000 60.000
6 45% Seres due 2006 4000 —
6 50 Senal Series due 2007-2009 10.000 —
8"% Senes due 2008 80.000 20.000

Former Wisconsin Michigan Power

Company (mergea with company n 1977)
2%% Seres due 1980 840 6540
3%% Senes due 1981 2.147 2.147
3's% Senes due 1984 2164 2164
434% Senes due 1997 3.623 3823
412% Seres due 1993 5,052 5077
5%% Serncs due 1996 9251 9271
6'2% Senes due 1997 11.539 11.539
6%% Seres due 1998 2889 9,899
8% % Senes due 1999 11,829 11.829

Wiscongn Natural Gas Company
3%, Seres Jue 1980 1.858 1.861
4% % Senes due 1986 3631 3633
434°% Senes due 1987 4439 4504
4% % Seres due 1990 6513 6.513
6%% Seres due 1992 €435 9482
83%% Senes due 1994 9.730 3796
339% Senes due 199 9912 9841

629,991 $63.103

Depentures (unsecured)
Wisconsin Eiectric Power Company

7 % Ssnes due 1393 S 33,531 34 429

663.522 597 532
Unamortized Ciscount — net (802) (294)
Long Term Debt Due Currently (13 433) (7.662)

Total Long Term Cebt $649227 3589576

The maturities and sinking fund requirements through
1984 for the aggregate amount of long term debt
ouistanding at Dec:2mber 31, 1979 are shown below. Of
the annual sinking fund requirements, $3,190.000 for
the year 1980 and $3.990,000 for the years 1981-84
may e satisfied by certifying additional mortgaged
property.

Maturities Sinking Fund
1980 $13.493.000 $5.725 000
1981 2.147.070 6350000
1982 59.137.000 8315000
1983 - 6.190.000
1984 16.733.000 6.190.000

Future sinking fund requirements have been
anticipated by advance purchases of bonds to the
extent of $3 001,000 and certification of property in the
amount of $3,190,000. Sinking fund requirements for
1980 have been satisfied

Substantially ali utility plant and nonutiity property is
subject to the lien cf the applicable mortgage

J — Preferred Stock
Decemper 31
1979 1978
Taousands ot Doilars;

Preferred Stock (cumulative)
Wisceonsin Electric Power Company —
Six Per Cent Preferreqa Stork —
authorizeq 45 000 shares,
$100 par value. ssuea 44 508
shares, not callacle
Sernal Preferrea Stock —
authorized * 560.000 snares
$100 par value
3.60% Sernes — ssued 260 000
shares: redemption pnce 3101 26.000 26 000
8.90% Seres — issued 400 000
shares. recemption price $°07
10 Decemper 1. 1980 and
deciining amounts thereafter to
$101 after Decemper 1 1985 40000 40.000
7 75% Sernes — issued 300 000
shares: recemption price $107
to Novemper 1. 1981 and
Jecining armounts thereafter (o
$101 after Novemper 1 1986 30.000 30,000
8 80% Senes — issued 600,000
shares recemption price $108 80
to January 1. 1984 and declining
amgurts thereafter 10 $101
after December 31, 1293 6C.000 60.000
Senal Preferred Ciock —
authornized 5000000 shares.
$25 par value. unissued — —

Total Preterrad Stock $160.451 3180 451

$ 445" $§ 445




K — Notes Payable and Commercial Paper

The average nterest rate for debt outstanaing at
Decemper 31, 1979 was 12 20% for notes payadle and
13.35% for commercial paper Average short term
borrowing outstanding during 1979 amounted to
$66.483 000 with a weighted average interest rate of
11 36% Maximum short term borrowing durng 1979
was $134.022,000

All bank loans outstanaing at December 31, 1979 were
demand nates heid by banks in fiduciary capacities
Commercial paper outstanding matured in January and
Fepruary 1980

Unused lines of credit for short term borrowing
amounted to $126.055,000 at Decemper 31, 1979 In
support of vanous informal lines of creait from banks
the companies have agreed to maintain unrestricted
compensating baiances With the exception of funds
requirea for daily operations. the cash palance shown
on the palance sheet at December 31 1979 as well as
1,100 000 of non-interest bearing certificates of
deposit inciuded n temporary cash mnvestments
represent compensaing calances

i O (

L — Commitments

Construction expenditures through 1984 are astimated
to De $1.3 pilion, of which $340 million 1§ planned for
1980 Commitments.-for generation facilities at
Decemper 31, 1979 amounted to $247 million, part of
which is cancetable. with the anandonment of the
Haven project. this amount was reduced to $743

llian
v

M — Contingencias

On March 2. 1979 the company was ordered by PSCV
(Commussion) to write off throughout 1979 its share
($2.3 million after income tax effect) of certain
capitaized expenditures reiated to the discontinued
Kaosnkonong nuclear piant project in which the
company was a participant with three other utilities
The Commission deemed that such expendituras were
prudently made. but of no future value The write-off
raguced 1979 earnings by 30 12 a share However, in
Octoper 1379 tne Brown County Circuit Court reversed
the March 2 order of PSCW and on November 15
orgered the matter remanged to the Commission for
mogitication of the order. The company and other
utilities filea with PSCW on Novemier 20 a motior: for
an accounting order which weould reclassify the write-

off to a deferred account pending s ibseguent action in
separate rate dockets for each utility in which they
would propose a formula for having the amaunt so
reclassified borne by their ratepayers. The Commission
appealed the Oc*~ber Circuit Court decision to the
Wisconsin Court of Appeais in Decembper 1979 Other
precertification expenditures related (o the project were
transferred to the Haven nuclear project pursuant to
the PSCW orger

An intervenor petition before the Dane County Circuit
Court requested review of the PSCW finding that the
expenditures for the Koshkonong project were
reasonatle and prudent. Aithough the actions of
regulatory bodies cannct be predicted with assurance,
the company continues to believe that expenditures in
connection with the Koshkonong project were
reasonaie and prudent and that such expenditures
should. therefore, be recognized for ratemaking
purposes

Under qate of February 14 1980. the company and
other partic:pants received an order from the PSCW
stating that expenditures capitahzed to June 30, 1979
in connecltion with the Haven project were prudent and
requinng the company to amortize its investment of
$21.9 million to operating expense monthly over a
three-year period, starting with completion of the next
rate proceeding. The crder further directes that within
30 cays tne company advise the Commission of its
gecision as to continuance of the Haven application or
withdrawal thereof and abandonment of the project On
Fepruary 29. 1980 the company notified the
Commission of its intention to abandon the project.
According to the order, the company will be allowed to
earn on the unamortized expenditures through
inclusion n the capital base for return purposes.

Public rearings were held by PSCW in Novembper 1979
on the financial, accounting and rate making effects of
steam generator tube degradation at Poini Beach
Nuclear Plant. On December 20 the Commission
Issued an amended notice of investigation and order
directing the company to present testimony on
replacement power costs and any associated costs
deriving from unscheduied down time as a result of the
tube degradation. The company believes that the
adational costs of fuel or replacement power incurred
as a resuit of this tube degradation problem will
continue 1o be recoveranie, either under existing tariffs
or otherwise, through the company s electric rates.
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N — Quarterly Financial Data (Unaudited)
Three Months _nded
March June Septemver Decemper
{Thousands of Dollars)
1979 1978 1979 1978 1979 1978 1979 1978
Total operating
revenues $236.760 $204802 $183158 $184910 $213261 $184798 3234386 3198101
Operating income 26.360 25,590 28074 23.188 38.654 34223 24 853 25.208
Net income 18,049 17.697 19.343 14 583 30.069 25,287 15.0M 14 038
Earnings per share
of common stock $0 81 $087 $0 87 $070 $144 $128 $063 $0 65
Because of seasonal factors which affect the utility
business and differences between summer and winter
eiectnc rates, the quarnerly results of operations are not
directly comparable
O — Information by Segments of Business
Year Ended December 31 1979 1978

Eiectnc Operations
Revenue ‘rom unathiliated customers $
intersegment sales

(Thousands ot Doliars)

Operatng revenues
QOperating income betore income taxes
Depreciation — straight line
Construction expenditures
Gas Operations
Revenue from unattihate
Intersegment sales

customers

Operating revenues

Operating income tefore income taxes
Depreciation — straight line
Construction expenditures

Steam Operations
Operating revenues (unathnated)
Operating income before income taxes
Depreciation — straight line
gnstruction expendaitures

Consolaated
Operating revenues (excluding intersegment
sales siminated in consoikdaton)
ating ncome pefore income taxes
reciation — straight iine
truction expenditures (including
witility )

|

At Decemper 31
Net lgent iabie Assels

€67.757 § 583.162
206 198
667 963 583.360
160.656 153948
52,612 47.432
238,728 212.063
191,238 181,177
24 584 3224
215822 164, 401
20.027 18.908
6697 6217
12772 8.153
8.570 8272
1,540 1,963
539 51
243 273
867 565 752611
182 225 174819
59 855 54,160

252,258 220.583

Electric $1843.722 $1.387.513
Gas 168.635 159 389
Steam and nonutility 18,307 18.289

To al Consoligated Assets $1.830664 $1.565.171

intersegment sales consist principally of gas sold by Wisconsin
Natural to the company at rates approved by PSCW.
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P — Supplementary Information Concerning the
Effects of Inflation (Unaudited)

The Financial Accounting Standards Board requires
that. beginning in 1979, certain information relating to
the etfects of changing prices (intlation) be included in
the annudl report to stockholders for certain large.
publicly hela enterprises No changes !0 the basic
financial statements are required nor have any been
made While the required information is one means of
displaying inflation's effects, it should not be
consigdered as the only means of measurnng inflation
nor necessarly the most meaningful for a public utility

Information in the tabie at the right, acdjusted for general
inflation, reflects conversion of historical costs into
average 1979 doilars. The Consumer Price Index for
All Urban Consumers was used for this purpose

The only operating excense which has been adjusted
s depreciation. this was computed using the same
accounting pnncipies as those usead for the reported
financial statements The cost of fossil and nuclear fuel
has not been restated because increases n fuel prices
are passed on 1o ratepayers currently through fuel
adjustment tantfs. Income tax expense has not been

Jjusted because the effects of infiation are not
recognized for tax purposes

The reduction of utility plant to the amount recoverable
through the regulatory process ($138 million) shows the
impact of 1979 infiation on the company's reported net
plant cost not recognized by the increased
Jepreciation ($59 million) The gain from decline in
purchasing power of debt and preferred stock ($122
million) i1s the benefit accruing o the company in 1979
pecause these items will ultimately be repaid in doliars
of reduced purchasing power

In the following five-year summary, selected historical
items have peen restated in average 1979 dollars. The
absoiute numbers are not as meaningful as the five-
year trend. For example, dividends adjusted for

Statement of income Adusted for Infiation
Year Endea December 31, 1379

As Peportea Adusted for
n Fnancial General
Statements Infiation
{Mitkong of Dollars)
Operatng Revenues $868 $ 868
Operating Expenses
Depreciation — straight ne 60 119
Dther expenses 626 626
income taxes B4 64
Total Operating Expenses 750 809
Qperating Income 18 39
Other iIncome ana Deductions 8 8
interest Charges ana Preferren
ocw Oivicends (56) (56)

Earmings Avavable for Common
Stocknoiders (exciuding reduction
of plant investment 1o net
recoverabie cost) (Ncte) $ 70 $ 1

Earnings Per Share of Comman
Stock $375 3059

Raaguction sf utiity plant 19 amount
recoverabie through reguiatory

process $(138)
Gan trom dechne in purcrasing

power of debt and preferred stock 122

3 (16)

|

Note — Earnings (loss) after reduction of net utiity piant 1o
*ecoverable cost would nay > hean $(127 000.000) adjusted
tor general inflanon

inflation are trending down, whereas historic 31 doilar
dividends increased from $1.90 a share in 1975 to
$2 345 in 1979 The downward trend will continue
unless inflation is controlled or changes are made in
the income tax laws or the regulatory process.

In compliance with the Securities and Exchange
Commission requirement, the company's annual
report to the Commussion (Form 10-K) wiil include the
unaudited estimated cost of repiacing present
productive capacity and the corresponding
cepreciation expense based on repiacement cost.

Selected Supplementary Financial Data Adjusted for the Effects of inflation

(Al amounts are stated in average ‘373 Joils.s)

Common stock equity at year end
Ocerating revenues adjusted for general infiation
Cash dividends per share adjusted for general inflation
Market price per share of commen stock at year
end adjusteq for general infiat.on
Consumer price index — average for year

" Actual amount for 1979

Year Ended December 31
1979 1978 1977 1976 1975
(Millions of Dollars Except Per Share Amounts)

$555
$368° $837 $802 §755 $683
$ 2345 $ 246 $250 $ 252 $ 256

$ 2164 $27 88 $36 36 $39 13 $37 91
2174 1954 1815 1705 1612
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. STATISTICAL INFORMATION
WISCONSIN ELECTRIC POWER COMPANY SYSTEM
[}
I
1979 1978 1977 1976 1975
Financiai
Nel income ($000) 82 532 71805 68 195 60,130 490
Praterred stock divigend requirement (3000) (12368 (7.337) (7.088) (7.088) (7.088)
Earnings avaiable for common stock ($000) 70 184 64 268 81107 53042 41923
% of operating revenues 809 854 912 895 828
% of return on average common eguity 1251 1218 1219 1209 1002
Ratio of markat to book value of common
stock — Decemper 31 74 a8 110 118 113
Times fixed charges earmed pe'ore ncome taxes 397 4 32 509 458 413
Earnings per sni.e of common stock (3) 375 350 336 319 254
Dwidends paia per snare of common siock ($) 2345 221 209 198 190
Average number of shares of common siock 18,705 029 18 354,149 18212 721 16 642 2432 16 480 368
------------------------------------------------------------------------------------ i L S e
Plant and Production
Gross utiity giant (S00Q} 2279.104 1374 779 1732848 '616.405 1.548 505
investment i gross piant per
Revenue dodar (§) 263 282 259 273 306
Customer
Electnc (8) 2812 2.278 2018 1.906 1.851
Gas ($) 396 881 875 866 874
Gsnerating capabiiily (Mmegawatts) 3.781 3566 3877 3,594 3.603
System peax (megawarns) 3313 3339 3482 3218 3,109
Sales, Revenue and Customers
Electric
Mega-vatt hours
et generates 16 5086 481 18 945 788 17 085 864 16,790 986 16.281,585
Purchasea 2.374 000 1,720 042 t Q77 832 614 392 469 123
Total output 18 880 481 18,665 838 '8 163 696 17.405 378 16 750 688
Company use. fransmission '0sses
anad unaccounted for (1209869) | (1.196.165) | (1.203322) | (1.248.770) | (1.187.402)
Total saes t76870612 17469672 15960374 1€ 156 608 15,563 286
Coeraung revenues (3000 667.757 583.162 519.182 482 597 405232
Qperating ncome getore income taxes (3000) 160656 153 948 151 492 136817 112,211
Customers (Eng of year) 795870 782 851 766.730 754.703 742900
Gas
Therms (thousanas)
Purchased 704 945 681169 546918 728 390 707 885
Company use. distribution losses storer
gas ang unaccounted for 1.156 410) 827 (24 567) (410)
Total saies 706.101 680 759 847 743 703.823 707275
Operating ravenues (3000) 191,238 161,177 143 265 122.525 34 356
Operating income pefore income taxes (3000) 20027 18.308 | 18.963 13 853 12.343
Customers (End of year) 206,032 197 802 191 807 186 329 180.251
Steam Service
Saies (Milions of pounds) 2.188 2352 2193 2319 2218
Operating ravenues (3000) 8570 8272 7456 7319 6.380
Customers (Eng of year) 585 810 618 625 627
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Tha Company Nas 033 3 1egURr quarteny Jvidends on Diaterred SIOCKS SuIStanding

sirca 1900 ang on e Common Siock ance 12

') 08 December 14 1978 the Company ssued 800 200 shares of Pretarres Stoc. 3 80%

Seres

RANGE OF STOCK PRICES AND DIVIDENDS 375 1970

Stock Transter Agents
Common Stock, Six Per Cent Preferrea Stock ana $100
Par Vaiue Seral Preferred. 3 80% Seres. 8 90% Seres
T 75% Senes and 8 80% Seres

Peier Sirko

231 W Michigan Stree!

PO Box 2046

Miwauxkee WI 53201
Common Stock and $100 Par Vaiue Senal Preterred Stock.
890% Seres 7 75% Senes and 8 80% Seres

Manufacturers Hanover Trust Company

4 New Yorx Plaza

New York NY 10015

Stock Registrars
Common Stock
First Wisconsin Trust Ci mpany
777 £ Wisconsin Avenue
Milwaukee Wi 53202
Manufacturers Hanover Trust Company
4 New York Plaza
New York, NY 10015
Six Par Cent Preferred Stock
M&! Marshai & lisiey Bank
770 N Water Strest
Milwaukee, W! 53202
$100 Par Vaiue Senal Preferrad Stock, 3 60% Seres
First Wisconsin Trust Company
777 E Wisconsin Avenue
Milwaukee WI 53202
$100 Par Vae Senal Preterred Stock. 8 90% Senes. 7 75%
Seres and 8 80% Seres
MA&I Marshail & lisiey Bank
770 N Water Strest
Miwaukee NI 53202
Manutacturers Hanover Trust Company
4 New York Plaza
New York. NY 10015

-

Stock Listing and Trading

Common Stock and $100 Par Value Senal Preferred Stock
8 90% Series and 7 75% Sernes are listed and traded on
the New York Stock Exchange

Six Per Cent Preterred Stock ana $100 Par vaiue Serial
Pretarrad Stock, 3 80% Senes and B 80% Seres are traded
on an over-the-counter basis

The Company's rading symtct on the New York Stock
Exchange s WPC

A copy of Wisconsin Electric's

1979 10-Year Staustical Report is
available by wrnting the

Corporate Secretary. J H Goetsch,
231 W ‘“dichigan St

PQ Box 2048, Milwaukee, W! 53201
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Erecutive vice Pregatent of the Comoany

SOL BURSTEIN

Exacutive e Pragigent of the Company

RICHARD L. JOHNSON

Pragiient of the Menasha Cord Imanutaetuier
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DfOduCIS ang Manager of nmper|
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Prescent ang Chet Execylive Officer of tne

-« UMD ANy

DONALD K. MUNDT

Expcutve vice Presdent The Northwestern Mulugi
Lie Insurance Co

JOHN P. REEVE

Retray Formacy Prasident ang Chiet Exacuties
Ithcer Apowton Papers (manutaciurer of pup
caper and CoaeT papers) then 3 Diesion of WCR
SOrp . and farmae Vice Premgent NCR Carp

MORRIS W. REID

ndependent Management Consutant Formery

harman of the Boara of Directors of J LAse
ranutacturer of construchon and farm

macrnery) submadary o Tenneco Corp

JON G. UDELL

fan M Prolagsor of Business the Urmversity of
Wgcorsn n Madison

Mampers of ihe Er@culve Committae are ittt
Baungre Jurmson MoNes Seave ang Uded A
hér ractors are aternale mambers

Mempars of 1he Audg? Tommites 4id dvecions
Bermure Jornson Mundt Reece Redd ang Uoed
Mamters of the Compansaton Committee ara

Jectors Bavmore Jonnson and Resve

Mamtiers 5t the Nomungting Commuites are
rrectors Bemora Motieer ana Reeve

OFFICERS
CHARLES S. McNEER (53.29)

President ana Chet Executive OMcer

RUSSELL W. BRITT (53:31)

Executive vice Presigent

SOL BURSTEIN (57;14)

Srecutve Vice Pregident

THOMAS J. CASSIDY (55.33)

Senor vice Prasicent

NICHOLAS A RICCI (55.32)

Senor vice Presigent

ROBERT H. GORSKE (47.15)

Vice Preg.cent ana General Counsel

JOHN H. McLEAN (55:26)

J.ce Prassent-Cusiomer Reiguons

HUBERTO R. PLATZ (51;13)

vice Pramgent-Engineenng and Constructon

PHILIP G. SIKES (62,28)

Jice Pragaent-Sysien Dperatons

RICHARD E. SKOGG (51.28)

oo Prescent Operating Services

JOHN E. SPEAKER (49:3)

vice Presigent-Communicalans

NORMAN C STORCK (64.42)

e Prevident-Dinsion Operations

JOHN H. GOETSCH (46.21)

decrelany

JERRY G. REMMEL (48:24)

fasue

RICHARD R PILTZ (39.15)

-

JOHN W. FLEISSNER (55.9)

Assstant Sec:etary

DAWN L. FREITAG (28,3)

Agmstant Secretary

GORDON A. WILLIS {41:18)

ssusiam Treasurer

GEORGE W. BOMIER (56.25)
Jice Presicent 3ndg Generai Manager
Wisconsin Natury Gas Company

Figuras n parentheses Naicate 3ge 377 years of servce
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