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PUBLIC SERVICE INDIANA

Nighlights

% Increqase
1980 1979 (Decreqse)

Kilowatt-hours sold* 18 898 18 223 3.7
Opercting revenues’ $ 6457 S 6285 2.7
Net income* $ 1227 $ 1230 (.2)
Common stock—per share

farnings $ 3.2 s 3.79 (15.3)

Dividends paid $ 244 s 228 7.0

Book value § 2487 S 2472 6
Rate of return on year-end

net plant in service and

inventories (original cost) 8.6% 9.1%
Customers at year-end 536 162 530 298

Bectric heating cusicmers 92 220 86 889
Average kilowatt-hours

used-—domestic customers 10 8412 10 349 45
System peak load in megawatts

Summer 3 896 3 598 8.3

Winter** 3554 3748 (4.4)
Construction* $§ 4871 S 3642
Nuclear fuel* 5.6 225

$ 4927 S 386.7 27 .4

Utility plant* $3077.9 $2 595.1 18.6
*millions

* A new winter peak load of 3.827 megawafts (mw) was establishea on Jaruary 12
1981, surpassing the previoLs winter peak ioad of 3,718 mw in 1979

Gibson Station, one of America's iargest
energy focilities, will have five coalfired
unifs in operation in 1982

2,540,000 kilowatts (with 650,000 kilowatts
under consiruction)
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As we enter the second year of a new

Jdecade 5 evident that virtually all facets
of our econcmic, social and political

structures are dominated by the single
phenomenon ¢t inflation. It is the paramount
probiem of our country today. And it must be
cured uniess we, as a nation, are prepared
to significantly alter our present societal

structures

And inflation affected Public Service Indiana
in 1980 in many ways—a decline in earnings
per common share, higher wage and
cperating expense levels, increased
construction costs and record-breaking new
money costs

Earnings per common share declined from
$3.79 10 $3.21 for the year ended December
31. 1980. This level of earnings is not
adequate to attract the capital we need, at
favorable rates, for essential consiruction
On December 8, a request for a retail rate
increase of 23%, aggregating $120 million
on an annual basis, was filed with the Public
Service Commission of Indiana. A request for
inCreased rates to wholesale customers will
aiso be filed with the federal regulatory
agency in mid-1981

Action on the retail rate increase is not
expected until mid-1981. Pending approval
of this rate request, a further decline in
earnings I1s expected

@sumption of safety-related construction at
the Marble Hill nuclear project was
authorized by the Nuclear Reguiatory
Commission Iate in the year. Safety-related
work had been halted in August 1979
During the year, we restructured the entire
nuciear organization as a division of the
Company and added a substantial number
of personnel with extensive commercial
nuclear experience

Menscer

Other highlights were

Kilowaft-hour sales increased 3.7% to
18.9 billion; higher use by residential
commercial and wholesale customers
offset a decline in industrial sales
Revenues increased $17.2 million to
$645.7 million

Common stock dividend payments
inCreased for the twentieth consecutive
year. g quarterly increase of 4¢ per
share was effective June 1 for a new
annual rate of $2 48 per share
Construction evpenditures n
fotalled $487 million. Expenditures for
the fifth coai-fired unit at the Gibson
Station scheduled 2
completion, were $93 million; Marble
Aill expenditures were $326 million

1980

for 1982

New financing included the sale of
$225 million of first mortgage bonds

and $136 million of new preferred and
common SICCK iIssues




Aftar several months of intensive study by the
Company and an independent consulting
firm. revised time schedules and cost
estimates for the Marble t+il' project were
announced. The two nuclear units are now
scheduied for service in 1986 and 1987 and
are estimated to cost $3.4 billion; the
Company's 83% ownership portion will be
$2.8 billion. These increases are due to the
increased complexities of nuclear
construction and regulation and the
lengthened time of construction. Despite this
increase from the previous estimate of $1.9
billion, the economics of nuclear power
remain very favorable due to significant fuel
cost savings as comparea with fossil fuels.

Re‘lecting the new Marble Hill estimates, the
Company announced a revised
construction program of $2.7 billicn for the
1980-84 period and a $1.1 billion program
for the 1985-89 period. External financing
requirements are estimated at $1.9 biliion for
the 1980-84 period and $280 million for the
subseqguent five-year period.

A buildup in coal inventories continued
throughout the year focusing on the
expiration of the coal miners’ labor
agreement on March 27, 1981. At year-end,
coal stockpiles totalled 4.4 million tons or the
equivalent of 140 days supply. Tota!
investment in coal stockpiles at year-end
was $113.7 million.

The election of Darrell V. Menscer. formerly
senior vice president, Caroling Power and
Light Company, to the post of president and
chief operating officer on May 2, 1980
added further top management capability
for the years ahead. At the same time, Hugh
A Barker, formerly president, was named
chairman and continues as the Company'’s
chief executive officer.

The successful development of the
Company in the two decades from 1960 to
1980 was due in large part to the leadership
of Carroll H Blanchar who was Chairman of
the Board at the time of his death on March
16, 1980. Qur tribute to him must include
recognition of his outstanding ieadership to
the Company, the electric industry and the
State, his management skills and his warmth
as a friend and fellow employee.

1980 was a difficult year for the entire
country, as it was for us. The years ahead
promise continuing challenges. The
dedication and skills of our 4,900
employees, the Company’'s human
resources, give assurance that these
challenges will be met successfully.

By order of the B~ard of Directors

Rhegie Q. P

Hugh A Barker
Chairman and Chief Executive Officer

Darrell V. Menscer
President and Chief Operating Officer

January 30, 1981



looking
anhead:

INvestors
are key
fo the future

Where the electric utility industry
and we Qs a company have
been is »nportant. But still more
vital to those who have invested
or pian to invest money in an
electric utility is what lies ahead

Electric utilities will require over
$20 biilion of new money
annually over the next few years
In order to raise these funds, the
industry must be able to compete
in the capital market with other
industries

The future promises jarring
changes. The era of "cheap”
energy is over. So may be the
continuation of near-faultiess
electric service and unlimited
supply.

Indeed, some basic assumptions
about the future of electric
service in the U.S. can be made.

® Competition for capital will hit
nard on capital-intensive
Jhiities and may affect both
quality and cost of service.

® The cost of electricity (and all
forms of energy) will rise in the
wake of cuntinuing inflation.
The cost of facilities present.y
under construction, which
reflect the inflation of the '70s
and new environmental
requirements, mandate
substantial increases in the
price of electric power.

@ Electric power shortages may
occur in some parts of the
nation by 1990 and will
broaden by the year 2000
uniess necessary generating
facilities are completed on
fime.

Public Service Indiana is
committed to a strategy aimed at
aveiding crippling power
shortages and moderating the
impact of inflation on customer
bilis

The key to this strategy is holding
capital needs to a minimum and
maintaining a strong financial
position in order to compete for
needed capital at the lowest
cost. The future of electric utilities
is tied to their ability to finance
This, in turn, hinges on their ability
to maintain earnings at
adequate levels, to receive
prompt reguiatory response to
well-documented requests for
rate relief, and to find new ways
to offset the encroachment of
inflation.

Service to customers, then, starts
with the investor. Public Service
Indiana is acutely aware of this
critical relationship. Capital can
only be aftracted by paying the
going price. In order to raise $1.5
billion of new money in 'he
1981-84 period, we must remain
competitive in the money
markets.

But energy users must understand
this cost relationship and why it
means higher prices ahead
Nobody likes higher prices but
we have the obligation to
broaden custor ar understanaing
of the economics of the electric
industry.

Our strateqy to finance the future
incluges.

® Minimizing capital needs via
stringent cost control
meacures; optimum utilization
of all facilities, regardiess of
age; and load management
programs to minimize the
need for costly new facilities.
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® Taking the necessary steps fo
restore investor confidence in
utility equities by increased
earnings and to avoid cilution
of shareholders’ investment.

® Working for legisiative ap-
proval of the inclusion of Con-
struction Work in Progress in
the rate base. Current
recovery of financing costs
during the construction period
of new facilities benefits both
the consumer and
shareholder over the long run.

Public Service indiana has @ con-
struction program to assure ade-
quate capacity into the future.
Current annual growth projec-
tions of 4% recognize that load
~rowth has siowed. But growth
there w'!l be. And there is the
future need to repiace older
facilities when economics dictate
their retirement.

With the addition of a 650,000
kilowatt coal-fired unit in Iate
1982 and the Company's 83%
ownership of two 1.13 million
kilowatt nuclear units to be com-
pleted in late 1986 and 1987, no
further capacity will be neeced
until the mid-1990s.

We believe that compietion of
our nuciear plant on a timely
basis is essential ana will lock in
place substantial economies for
the customer and improve the in-

vestment quality of the Company.

Despite the higher capital costs
of nuclear capacity. the overall
cost of nuclear energy. including
fuel costs, will be substantially
lowe: than equivalent coal-
vased energy

We are aware of the impact of
inflation and are working to hold
the line in many ways. Our record
on that cc unt is good. Through
internal elficiencies, operating
costs, other then fuel, rose only
about two-thirds as fast as the
rate of inflation during the
1969-79 period. Fuel costs,
heavily influenced by
international energy policies nd
environmental requirements, rose
3 1/2 times as fast as the rate of
infigtion and sent electricity costs
sharply upward.

As energy costs climb. the
consumer takes many energy-
saving steps he would not have
taken before. This is equally true
of electric utilities. A good
example is the incentive to
reduce the use of oil-burning
peaking units when oil costs three
to four times as much.

Higher costs of electricity froimn
tragitional fusis such as coal and
oil and even nuclear provide the
incentives for research and
development of new
technologies. Painful us higher
prices are, they can make once
uneconomic alternatives more
aftractive.

Another way 10 hold the line on
costs is to maintain a strong
credit standing. Public Service
Indiana securities historically
have heid high credit ratings and
have enable. i us to raise capital
at iower co: i Maintenance of
good ratings car: save
consumers millions of doliars in
interest costs.

But favorable security rotings
begin with earn.ngs levels which
not only protect the bondhoider

and preferred stockhoider but
increase the investment and
dividend potential of the
common stock. An adequate
rate of return is @ function of the
regulatory process. We belleve
that the record of Indiana
reguiation has recc Jnized that
poth the investor and the
consumer are best served wher:
a utility is permitted an adequate
return

We don't like rate increases any
more than our customers do. uut
they will be vital in helping to
keep Public Service indiana
financially viable. We [ alieve
that reguiation can be helped L.y
customer perception and
understanding of the reasons for
rate increqses. We will continue
efforts that broaden customer
knowledge of our operations.

Public Service indiana rates
today are below the mid-point
nationally. We recognize that our
location close to midwest coal
fields gives a cost advantage but
we also believe that reguiation
and management dedication to
eiactric sen. e at the lowest
possible cost have been
important factors. Although we
know our rates will increase, we
expect that ow relative position
will be mctained.

The future of Public Service
Indiana will be based on the firm
foundation of the past. Our fight
against inflation must be
snrelenting. We are committed to
minimizing the need for
additional generating capacity.
to maximizing managerial and
operating efficiencies, to a quest
for practical innovation and to
the recognition that our ability to
serve the customer well depends
largely on cur ability to serve our
investors well.






1980 INn review

net INncome ang retd
aiviaeNas fleq

Although net income for 1980 of $122.7 ruillion in December 1980. the Company filed a petition
was virtually tr.e same as 1979, earnings per com- with the Public Service Commission of Indiana
mon share declined from $3.79 to $321 This requesting that retail rates be increased 23%. The
deciine reflects the continuing impact of inflation proposed increase would provide additional
on operating expenses, double-digit interest annual revenues of $120 miilion. of which one
rates and thn cormnon and preferred shares haif wouid go for federal and .tate income taxes
issued during the year. Earnings are expected to A decision is not expected before mia-19814
continue a downward trend in 1-81 pending ap-
proval of the Compaiy's rate increqse rejuest While rate ircreqses are never popular, they are
filed in early December necessary 1o offset the harsh realities of infiation
Present rates, based on adjusted 1977 costs, do
Dividends paid per sha:e of conmnn stock in- not reflect 1980 price levels However, the
creased 16¢ in 1980 to $2 44 compared with requestegc rate incregse s less than the
§2.28 in the previous year. The June 1, 1980 in- cumulative effect of infigtion since the Company
creqgse of 4¢ per commor share marked the filed its previous retail rate request in December
twentieth consecutive year in which dividend 1977

payments have inc eased
A filing with the federal regulatory authority for
inzreqsed whoiesale rates wil pe made In
mid-1981; the amourt of sur n Increqse has not
been determined

reveniies ona
s e energy use

ecnings and dividends per share of common stock

sarmings [l ovoenas poc SRR Operating revenues for 1980 rose to 56457
| S 0 106 million. an increase of 2.7% over 1979's 5628 5
1976 SNSRI el million, while kilowaft-hour sales increased 3. 7%

MR, e R BT S over the previous year climbing 10 a new high of

R -] 328 18 9 billion. Domestic sales increased 4% while

1977
RS 2w commercial sales increased aimost 5% These
e E s RS ) 292 increases reflected, in part, the hot weather
M - T experienced during the summer
A T v
B e ] 228
| e e e e GEmmas Industrial sales. however, were down 4% The
| & -] 3.2
T TSI 2.44 depressed auto industry. the siowdown in housing
e — . " starts and the lack of growth in the steel industry
0 $4.00 $2.00 53.00 $54.00

were major factors affecting the Company's
industrial loads. Saies to Chrysier C orporation
and Penn-Dixie Steel Corporation. 'wo of the
Compary's mgor industrial customers, each
declined 16% from 1979 levels

Cavuga Station in Vermillion County is one
of tr2 nation’s nost efficient power plants.
954 .000 kilowotts







Kwh saies 1o wholesale customers increased 3%
due 1 lorge part to the increased ioad
requiraments of Hoosier Energy REC. Inc.. g rural
electric generating conoperative Hoosier Energy
s constructing G new genergting siGhon with the
first of two units scheculed for service in igte 1981
Because of the new station, the Company's firm
power cof.mitments to Hoosier Energy, which
~oproximate 125 megc wafts during the wintes
season, will termingte on September 30, 1981

Net customer cdditions for the year totailea S 900
as the customer base increased to 536,000 Over
5.300 new hedating customers were added curing
the year. At year-end. electric hegating customers
totalied 92.000 or 17% of ail customers

Average annual res.Jdential kwh usage increasec
“om 1979's 10.349 to 1( 812 for 1980 largely
reflecting heavy gir conaitioning usage auring
the 1980 heat wave

Oeak energy
demana

Energy demand established a new peak on July
15, 1980 of 3,896 megawatts, an increase of 8 3%
ovar the previous summer peak and ¢ 4.8%
increase over the 1978-79 winter peck of 3.718
megawatts. On January 12, 1984, Q new winter
peak of 3.827 megawatt: was established
exceeding the previous winter peck by 2.9%

Future load projecticns continue to indicate that
the Company will remain Q winter peaking system
Qitt ough summer Deaks are expected to closely
paorgilel winter pecks The dual summer-winter
pecking experience results in economies for e
customer through more intensive use of instalied
generating capacity and avoids the necessity of
building copacity 1o meet sing'e seascn peaxing
congaitions.

Because of the effects of conservation and
reduced !oad gQrowth expectations. the
Company lowered its 1980-1991 forec ist of
cnnual winter peak loaa growth from 6% 1o 4
1/12%. At the same time. t»e forecast for an. u
-m‘me' peak load growth Qs reguced from 4%

o 3 1/2% Kilowatt-hour sales growth during the
scme period is 2xpected ¢ be in the same
percentage range

The new forecast will not affect generating units
presently under construction. sdecause of nresent
uncertainties surrounging the construction of new
nuciear power pionts and the associated 12-15
year time frames for pianning and construction
the next generating capacity 1o be instaile after
Marbie Hiil will be cogl-fired

OPEeranons

Fuel expenses. reflecting pnce escaiations and
siightly higher kwh proguchtior ieveis, inCregseq
$43 million for the year. Fuel costs co *Yinue tu be
the ' argest component of the customers monthly
pill, with or.e-third of each revenue doliar being
spent for fuel

1974

1000 4500 2000 2500 3000 3500 4000

‘reflects January 12, 1984 peak load of 1,827 mw






Operating and maintenance expenses were up
23% to $144 million, reflecting the impact of
inflation, higher wage !evels and necessary
manning requirements to maintain adequate
service levels. Since increased operating costs
mean higher consumer rates, the need for
ope:ational efficiencies continued 10 be stressed
throughout the year.

Construction work in progress, including nuclear
fuel, totalied $1.1 billion at year-end compared
to $664 million gt December 31, 1979. Due to the
increasing investments in Gibson Unit 5 and
Marbie Hill, the allowance ‘- equity and debt
funds used during construction increased $27.3
million during the ,ear to $69.3 million.

Total tax expense during the year ueclined $24.6
to $95.1 milion. income tax expense decreased
$18.5 millon pecause of lower levels of pre tax
income; omer ftax expense decreased S56.1
million and reflected adjustments of real estate
and personal property tax expense for prior
years.

interest expense rose almost $24 million to $86.4
million refiecting new debt borrowings and
double-digit interest rates experenced
throughoui the year.

construction
crogram

Corstruction spending during the year reached
a record high of 5487 million, cornpared with the
1979 level of $364 million. The major portior: of
1987 construction outiays were $93 million for the
new 4650 unit at the Gibson Station and
$326 million for the two 1,130 megawatt Marbie
Hill nuclear units. Additional expenditures in 1980
included $8 million for other production piant, S8
miltion for substations, $17 million for transmission
lines. $32 million for distribution facilities and $3
million for general property.

Construction expenditures for 1981 are estimated
to be $591 million and will aggregate $2.2 billion
for the 1981-84 period. In the subsequent 1985-89
period, expenditures are expected to decline
sharply and are presently estimated at $1.1
billion. The 1985-89 program includes $52 million
for the next increment of generating capacity
which, based on presert load forecasts, will be
required in 1994

Nuclear fuel expenditu: ., in 1980 were $56
million. While 1980 expenditures haad been
expected tc be $25 million, production dalgays
were experienced at a new Wyoming uranium
mine which will supply eight million pounds of
uranium to the Company over a 16-year period
Deliveries of uranium from this mine are expected
to commence in early 1981 Nuclear fuel outiays
for 1981 are estimated at $58.5 million and $291
million for the 1981-84 period

finaNciNng

Company financing in 1980 was accomplished
against a background of continuing inflation,
unprecedented interest rate levels and volatile
capital markets. Similar conditions are expected
to continue throughout much of 1984

New money requirements in 1980 totalled $373
million. A $50 million, 9.60%. preferred stock issue
was sold in January followed by two bond issues
and a sale of common stock. In March, ¢ $100
million, 14%. first mortgage bond issue (Series DD)
wQas marketed with a seven-year maturity.
another first mortgage bond issua of $4125 million
(Series EE) was soid in August at arate cf 12 1/8%
and a ten-year maturity.

In August, 2.7 miilion additional shares of
common stock we:e sold at g price 1o the public
of $20 7/8 per share.

An additional 1,036,000 common shares, raising
$21 million, were issued under the Company's
autcmatic dividend reinvestment plan New
issues of common stock through employee
investment tax credit and stock purchase plans
aggregated 417.000 shares and proceeds of 59
million. At year-end, 12% of all common
shareholders, representing over 22% of
outstanding shares, we e participating in the
automatic dividend reinv 3stment program.

Gallagher Staton on the Ohio River
opposite Louisville, Kentucky bums coal
delivered Oy barge.

560.000 kilowatts
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while nuciear plant costs ar= high. new coal-fired
piants also reflect significant increases in Costs
Company estimates of new coal-fired capacity in
the early 1990s aure 52,000 per kilowatt compared
with Marbiz Hill's $1.518 per kiiowatt :." even
greater significance is a comparison of A ce
fuel costs with fuel costs of a coal "eo olan
built in the same time period. Nuclear fuel cost
over the lite of the plant are estimated at S8
billion compared with $27 billion for coal

«J‘

n February 1980, the Company was notified Dy
the American Society of Mechanical Enginears
ASME) that the proposed qugality assurance
program applicable to nuclear piping systems
wQas in compliance with ASME standards. the
ASME N-Certificate of Authorizahon was received
January 19. 1981 Lack of such certification was
related. in part wr the suspension of safety
relgted work

environmenial
ry

Company efforts to meet and comply with
required air and water qQuality standards and
disposal of solid waste and certain types of
hazardous materials used in day-to-day
operations continued throughout the year The
Company is committed to compliance programs
which meet all state and federal reguiations but
will continue to coppose unreasonable
environmental regulations whiCch impose
substantial customer Costs without commensur: 1ie
benefits

A prief summary of major environmental efforts
and pending litigation at year-end follows
® The start of preliminary engineering for the
construction of g tall stack ct the Wabash
River Station, estimated to cost $28 million, to
meet certain air stanag’ds in Vigo County
Aithough the Iindiana Air Pollution Control
Board has approved the Company's

Smaller coal and diesel-fired generating
units, as well as a nydroelectric plant ot
Markiand Dam on the Ohic River, augment
the four baseload stations on our system
Noblesville Station (upper left) has o
capacity of 90,000 kilowatts: Edwardsport
Station (upper right) is rated at 165,000
kilowatts. oil-fired peaking stations at
Connersvi'le (shown left corner) and at
Wabash produce 98,000 and 104,000
kilowatts, respectively. Markiand
Hydroelectric Station (bottom) has three
turbines with a total capability of 55,000
kilowatts

Al -«Le" n tiled by Jetter

r (‘rvgr am required ~,~ Vif :""‘*?""J' Dr :'ek,.'

DA DR i 2 §a 2o -
A gency CFA qpprovai 'as C oee
receiveq. pecause of this uncertainty, work
this ne
YMPANY
e Syuntv, Ker ik

Meging that the Company's Gallagher
Station contributes to air poliution problems i
the Louisville area. During EPA hearings. data

of Kentucky. Wh'e the EPA has the mafter
Jsnder gdviseme t, the Company does

expect an adverse ruling. However, a suit hQs
been filed by Jefterson County requesting
EPA 1o make a determination of the eftects of
I e emissions from the Gallagher Stahc

the Louisville areqg

® The intention of the State of New York to bring

action against EPA and the Company with
regard 1o sulfur gioxige emissions from the
Wabash River Station. COtha+ midwestern
iilities have Qiso been notified ¢ similar
action. The Company has notified the State of
New York that information forming the Hasis
‘o' such action is inaccurgte and that the
Company should be excluged

@ Notification from EPA that the Gibson Station

s in violation of the cpacity standards of the
ndiana state environmental pian which
would subject the Company to
noncompliance penaites under the Clear
r ACt amendments of 1277 Company tests
show that the Gibson Station s not in

vioighion

-

electric heating customers
percent of total

0% 5%  10% 15% 20%



Construction began in Iate 1980 on the sulfur
dioxide removal system for Gibson Unit 5
scheduled for service in 1982. This system is
estimated to cost $111 million and will produce a
dry waste croduct to be stored on-site

1980 industrial power use

InQustry KWH % Increqse
(thousands) (Decrease)

Chemicals & Drugs 946 577 44

Steel & iron 644 517 (11.9)

Motor Vehicles &

Equipment 449 765 (8.3)
Coal 347 688 (30
Engines & Machinery 327 294 (7.8
Paper Products 309 652 (3.1)
Alumirium 307 154 (3.8)
Cement 277 569 (15.1)
Fabricated Metal

Progucts 208 396 (9.6)
Plas'ic Products 194 144 (.1)
Stcn e & Clay Products 184 698 {3.3)
Ele :tric Equipment &

Machinery 150 164 6.9
Bakery % Beverage

Products 106 901 8
Gilass Products 96 842 4.7)
Household ’ 92 276 (5.5)
Radio & Television 78 073 55
Canned & Frozen Food 77 477 (7.4)
Gypsum, Stone, Sand

& Gravel 71 540 (3.2)
Natural Gas &

Fetroleum 87 745 (:6.9)
Rubber Products 67 508 (.4.3)
Furniture & Fixtures 59 607 (3.8)
Printing & Publishing 34 490 J1.5)
Other Diversified

Industries 962 263 38

6 029 004 (4.2)

reseqrcn

Total energy research and aeveiopment
exoenditures in 1980 were $2.9 miilion compared
with $2.5 million in the previous year. The major
portion of these expenditures—32 ¢ million in
1980—was provided to the Electric Power
Research Institute (EPRI) for a wide ronge of
electric utility industry research activities
InClugding solar energy, wind power, energy
storage and advanced heating/cooling
technoiogies. The 1980 EPRI budget for all
research was $280 millien

in Iate 1980, unother mgjor step was taken by
Allis-Chalmers in the development of their
KILnGAS coal qasification process with the start
of construction of a full scaile unit at lllinois Power
Company’'s Wood River Generating Station. This
process converts coal to a clean, low Btu gas
suitable for combustion in electric generation
facilities. Commercial operation is expected in
early 1983. The Company and eieven other
utilities have jocined Allis-Chalr:ars and the State
of lllinois in supporting the $135 million prc;act.
The Company will contribute $2.5 million to this
project over a period of five years.

energy conservation

Growing interest in the "add-on” electric heat
pump led to the development of g public
awareness ir‘ormation. program to begin early in
1981. Use of the "aaad-on” heat pumg by
customers utilizing natural gas or oil for basic
heating conserves such fuels without increasing
winter peak loads of the Companry. Annual
revenue of $1.8 million is expected to result from
this program by 1985.

A wide range of customer programs to conserve
energy is an ongoing commitment of the
Company. A four year program to convert
present street lighting equiprment throughout the
Company’s sevice territory to high efficiency,
high pressure sodium units was anr.ounced at
mic-year. Completion of tnis program will save
more than 21 million kwh annuaily



empioyees

At year-end, the Company had 4.868 empioyees
compared with 4,351 at year-end 1979 Manning
incregses during the year reflected tre
additional staffing of the Marbie Hill Nuclear
Division angd necessary manning to meet
Company growth and increased reguigtory
requirements

Saiaries and wages increased $24.2 million o o
total of 3979 million for the year. Employee
penefits, including retirement. life insurance,
disability and neagith proiection pians, totaiied
$47 .2 miilion, up 53.1 million from the prior year
The present two-yeqr |abor agreement with the
international Brotherncod of Electrical Workers.
covering aimost 2.200 empioyees. will expire
April 30, 1981

in 1980, o cuinprehensiv> emplioyee Opinion
survey waQs conducted Dy an ingependent
consulting firm. While survey results indicated Q
high dJdegree of job satistaction. empioyee
concerns were candidly voiced. Programse
designea 'o meet these concerns anad further
strengthen Company-empicyee reigtionships are
being institutec.

safety performance evaiugtions, minority
empioyment practices, and supervisory and
management gevelopment programs received
ongoing emphasis throughout the year.

The Company’'s safety record for 1950 was the
pest in its history with ali magjor reporting unifs
improving over the previous year. A new Target
Zero program is in piace to further emphasize the
importance of safety in day-to-aday operations.

management
changes

Focusing on present and future management
neads and continued growth of the Company.
the Board of Diractors on May 2. 1980 elected
Hugh A. Barker to the position of chai’  in: he will
continue 1o be the Company's chiet executive
officer At the scme time, Darrell V. Menscer was
elacted president, a director and chief operating
officer Mr Menscer, 46, was formerly senior vice
president, Caroling Power and Light Compary,
and brings a broad range of utility experience 1o
the Company

At the same time, Seth W Shieids, formerly vice
presideant-electnic system, was namegd senior vice
pre.dent o head the newly formed nuclear
division ang Lioyad M. Grif“n was nagmead senior
vice presigent-customer services

At the annual meeting o April 7. 1980
shareholders approved an amendament
increasing the membership of the Board of
Direciors and elected Dr. Melvin Pereimcn,
presigent of Eli Lily international Corporation. to
succeed Walter | Matthews A former presigen;
of the Company and g director since 1968. Mr
Matthews had reached mancatory retirement
age. At its meeting on the same aay. the Boara of
Drrectors appointed Mrs. Dagmar Riley Jones. o
retired newspcper publisher, and Dr W George
Pinnell, executive vice presigent of ingiang
University, as new directors.

company ownership

At year-end, 48,921 sharenoiders owned the
Conpany’s 33 9 million shares of common stock.
an increase of 10.662 sharehoiders during the
yaar. Preferred stock was owned by 4,503
sharehoigers. Of ail sharehoiders, 45% resice in
ingiang or an Qdjoining state and 93% are
individuais and family groups The largest singie
sharehoider held less than 5% of the total share
outstanging.

company
iNformation

Agditional information about the electric utility
industry, nuc'oar power or the Company.
including the annual 10-K report to the Securities
and Exchange Commission, is available without
charge 1o any sharehoider upnn request
AQcd ass your request 1o Sharehoicer Reighions,
Pubiic Service Ingiana. 1000 East Main Street.
Plainfield. indiana 46168
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responsioility for
finaoncial statements

The financial statements of Public Service Indiana
are representations of the management of the
Company: a~coraingly, the integrity, accuracy
and opjectivity of presentation is assumed by
Company management. Financial statement
preparation is in conformity with generally
accepted accounting principies and follows
accounting policies ard principles prescribed by
the Putlic Service Com nission of indiana ana the
Federal Energy Regulai»ry Commission.

In meeting its responsibii *ies for the reiiadility of
the financiai statements,  \anagement depends
on the Company's system . # internal acsounting
controi. This system is casigned to provide
reasonable assi."once that assets are
safeguarded and 7o sactic s are executea in
accordance with manigerrant’s authorization
ana recorded properly tC perrit the preparation
of finagncial statements in acc ¥Jance with the
poiicies and pri-cipies descrived above The
Compary aiso seeks to assure the objectivity and
integrity of its accounts by carefu seiection of its

managers, division of responsibilities, ceiegation
of quthority and communication programs for the
entire organization > assuré that policies and
stagndards are undersiood.

Management maintains, controls ang utilizes an
internal - quaiting program to  evalugte the
adeg iacy and application of financial and
cperating controls, compiliance with Company
policies and procedures and the accountability
and safeguarding of Company assefs.
Management beiieves that the Company's
accounting controls provide reasonable
assurance that errors or irregularities that could
e material to the financial siatements are
preventeq or wouid te detected within g timely
pernod oy empicyeas in the normal «ourse of
performing their assigned functions

Thre Board of Directors, through its Audit
Committee composec of Drectors other than
Company empicyees, pursues its responsibilities
for these financial statements oy meeting
pericdically with management, internail auditing
and the independent guditors to assure that
eqach are carrying oLt their respective
responsibilities. The Audit Committee has full
access to the internal and independent auditors
and meets with them, with and without
management being present, 1o dis 'iss auditing
and financial reporting matters.




PUBLIC SERVICE INDIANA

statements of INncome

1980
Electric Operating Revanues : $645 688
Operating Expenses
Fuel ...... . . . R 276 012
Purchased power . . U ] (75 252)
200760
Taxes (page 28) . 95 107
Other operation ; . 85 744
Mainten.~ e o , . S8 372
Deprecic .. »n = - ST a &7 960
507 943
Operating, Income . o W Ey - et 137 745
Other Income—Net
Allowance for equity funds used dunng
construction . 35 P e , . 43 963
Other . ... .. , 1 954
45914
Income Before interest Charges _ 183 659
InterestCharges =~~~ . .. b 86 352
Less allowance for debt funds used dunng
construction . O b v 25 380
80972
Netincome . . . 122 687
Dividends on Preferred 0K . . e v B 22 080
Commor Stock
Income Available . . 3oy Ul $400 607
Avorooomauomdmdng . U Apg 34 383
EamningsPerShare = = 4 . $3.24
state nents of earnings
invested iNn the business
1980
Netincome == L RS S 122 687
324252
Deduct
Cash dividends
Prefened stock . T 21 680
Commen stock (1980—32 44; 1979—32 28
1978—32.13 per share) : ; , 75 813
Capital stock issu ince expen ;es . . 3679
q01 172
Balance December 31 . . $223 080

$628 538

263 000
(80 381)
182 619
119 457
71 940
45 500
64 765
“484 451
144 087

25 913
2 489

172 489
65 585

16 086
45499

122 990
16 896

$106 094
27 962
$3.79

1979

$169 300

122 990
2847290

16 634

63 363
272P
82725
$201 565

$538 423

205 919
(47 070)
188 849
90 606
58 280
41 028
53 028
431 791
106 632

21 637
2 021

130 290

56 013

13 4314
472 582

87 708
14 075

S 73633
25 211
§2.92

1978

$143 683
87 708
~231 391

13 761

53 745
2 615
701
$161 300

The accompanying notes are an integral part of thase financial statements.
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PUBLIC SERVICE INDIANA

oalance sheeis
Qssets

Electric Uulity Plant—original cost
in Service
Proguction
Tranemission
Distribution
Geneial

Accumuiated deg.. eciation

Construction work in progress
Gibson Unit 5
Marble Hill Unit 1
Muarble Hill Unit 2
'S ¢hef

Nuclear fuel . .

Current Assets
Cash
Accounts receivacie
Federal income tax refunds

Reimbursable nuciear project expenditures

"wal'l fuel—at average cost

Materials and suppiies—at average cost

Other .

Cecember 31

1980 1976

$4089 143 S1082 456

356 661 337 306

480 408 452 665

55 370 59 169

1982182 1931 596

521 485 2 010

1 460 697 1469586

177 468 84 813

524 776 302 633

245 747 139 144

73 968 65 804

1018959 592 391

76 765 74 122

2556427 77133099

3 406 6473

56 139 54 394

18 650 4 400

7774 11 055

113 665 91 274

26 153 20 889

6 980 7 388
232744 7

19 692 13 114

$2 808 877 $2 342 088

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



capitalization and liabilitie;

Comron Stock Equity
Common stock—w ‘Yout par value—
authorized 60 ~.)0.000 shares—

outstanding 3J5.947.808 shares in 1980

andg 29,794,493 shares in 1979
garnings invested in ' e business
Total common stock equity

Cumuilative Preferred Stock (page 27)
Not subject to mandatory reaemption
Subject to mandatory redemption

Long-Term Debt (page 27)
Total capitalization

Current Liabilities
Long-term debt due within one year
Trust demand notes
Commerciai paper
Accounts payabie
Accrued taxes
Accrued interest .
Customers’ deposits

Other
Deferred income taxes
Unamortized invesiment tax credits
Mis ellcneous

~

Decemper 34

1980 1979
$ 621 324 3 53507
i 223 080 201 565
844 401 736 640
235 000 235 000
50 000
980 854 - 330 816
75 00U
24 708 23 949
25 500 6 000
103 866 126 280
28 632 32 234
33 948 36483
1 483 1 496
%3137 1
234 879 1G94 251
159 432 123 77
11 174 7 710
325 740
$2808877 $2 342 088



PUBLIC SERVICE INGIANA

statements of sources of funds
used for utility plant additions

Funds Generatec Internally
Reinvestea earn ngs
Net income
Less cash gividends

Depreciation

Deterred income taxes—ner

Investment tax credit—net

Allowance for equily funds used durnng
construction

Funds = Financirgy and Other Sources
Coinmon stock
Public offering
Automatic awvidend reinvestment ¢ i stock
purchase pian .
Employee stock purchase plan
Preferred stock .
First mortgage bonds
ketirement of first mertgage Londs

Met change in working capital and other items

Temporary cash investments

Accounts receivabie

Federal income tax refunds :
Reimbursable nuciear project expenditures
Fuel and materials and supplies .

Notes payable, less repayments

Accounts payable . . . .

Other items—net .

Allowance for equity funds used during
construction

Utility Plant Additions
Construction =
Nuclear fuel

1980 1979 1978
$122687 5122 7 § 87 7207
97 493 79 967 &7 476
25194 42 993 20 232
67 960 64 765 53 028
40 909 29 053 33 328
37 967 42 297 34 140
(43 963) (25 913) (21 637)
128 067 153 195 115 091
54 500 49 140 541 460
19 947 13 637 6 086
3375 2130 1124
50 000 35 000 45 000
225 000 35 000 ‘00 000
(12 000)
55 500 (314 700)
(1 743) 4 084 (23 247)
(14 250) 6 823 (11 223)
3 284 (7 066) 16 795
(27 655) (31 499) (45 534)
20 289 51477 (108)
(17 157) 29 490 28 262
5152 2 146 2 990
320742 207562 169905
43 963 25 943 21 637
$492 742 538¢ 670 5310 633
$487 099 5364 196 35297 880
5 643 22 474 12 753
$492 742 3386 670 3310633

The accompanying notes are an integral part ~t these financial statements.




cumuiative preferred stock

Decemper 314

1980 1979
Not subject to mondatory redemption
Par vaiue $2%5 per share—authorizea 5.000.000
shagres—outstanding
800.000 shares, 4 32% Series $ 20000 5 20000
600.000 shares. 4 16% Series 15 000 15 000
Par value $100 per share—authorize<! 5.000.000
shQgres—outstanaing
150.000 shares, 3 1/2% Series 15 0G0 15 000
300,000 shares, 7 15% Series 30 000 30 000
350.000 shares. 9.44% Senes 35 000 35 000
400,000 shares. 8 52% Series 40 000 40 000
450 100 shares. 8 38% Series 45 000 45 000
350,000 shares, 8 96% Seres 35 000 35 000
$235000 $235 000
Subject to mandatory redemption
500,000 shares. 9 60% Series . $ 50 000

long-term gelot

Decemper 31
1980 1979
First Mortigage 8onds (Excluding $75 riillion due within one year)
Series J. 3 3/8%. due July 1. 1982 $ 25000 S 25000
Seres K, 3 3/8%. due January 1, 1984 25 000 25 000
Series L. 4 718%. due October 1. 1987 35 000 35 000
Senes M, 4 3/8%. due February 1, 1989 25 000 25 000
Series N, 4 3/4%. due August 1. 1990 : 30 000 30 000
Series P, 7 1/8%. due January 1, 1999 , 40 000 40 000
Series 7. 7 5/18%. due lanuary 1, 2004 . .. 50 020 50 000
Sernes S, 7%. due January 1. 2002 50 000 50 000
Series T, 8%. aue February 1, 2774 50 000 50 000
Series U. 9 5/8%. due August 1. 19814 75
Seres W, 9.60%. due August 1, 2005 80 000 80 000
Senes ¥, 7 5/18%. due January 1, 2007 85 200 85 000
Senes 7. 8 1/8%. due Octcber 1, 2007 85 000 85 000
Series AA, 8 7/8%. due October 1. 2008 100 000 100 000
Senes BB. 6 5/8%. dueMarch 1, 2004 (Poilution Control) 5 000 5 000
Series CC., 9 1/2%. aue May 1, 1985 50 000 50 000
Senes 0D, 14%. cue March 1, 1987 100 000
Series EE. 12 1/8%. due September 1, 1990 125 000
Total first mortgage bonds . ; 960000 A0 °00
Poiiution Control Note. 5 2/4%. due December 15, 1989 1o 2003 22 000 22 000
unamortized premium and discount—net 11 148) (1 184)
Total $980 854 S830 816
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PUBLIC SERVICE INDIANA

faxes charged to operating expenses

1980 197G 1978
Federal and State income
Currently payable $ 7798 S 19552 S 6463
Refunds—investment tax credit carryback
(Note 1(c)) (18 650) (4 400; (11 223)
Deferred—net 40 909 29 053 33 328
Investment tax cregit—net 37 967 42 297 34 140
68 021 86 502 62 708
State, Local and Other
Reql estate and personal property 10 999 18 197 15 405
ingiana gross income 10 137 10 296 8 418
Social security 5320 4 244 3 288
Other 630 421 787
27 086 33155 27 898
Total taxes charged to operating expenses $95 107 S5119 657 $90 606

Taxes per dollar of operating revenue . 14.7¢< 19.0¢ 16 8¢




notes to financial statem ents—annual report 1980

1.

Summary of Significant Accounting Policies:
(a) Depreciation und Maintenance

The Company's provision for depreciation is defermined Dy using the straight-
line method applied o the cost of depreciabie piant in service The composite
Jeprecigtion rate was increased from approximately 3.2% to 3.5% Octover
1978

Maintenance and repars of property units anc renewals of minor tems of
oroperty are charged 'o maintengnce expense accounts except repairs of an
insignificant amount charged to clearing accounts. The costs of renewals ana
befterment: of units of property are charged o utility piant accounts and the
originai cost of depreciabie units retired anc ¢ost of removal, less salvage
recovered, are charged o accum ligted depreciation

(b} Allowance for Funds Used During Construction (AFUDZ)

The Company's AMUDC rate for 1980, 1979 ang 1978 was 9% %. the reigtec
income tax effects applicable o the capiglized interest component is
recorded as geferred ncome 'ax expense

(c) Federal and State Income Taxes

income tax timing differcnces. due primarily 1o acceleratea tax depreciation
ang deduction of cerngin utity piant Costs capitgiized per books, receive
ceinprehensivy income tax giiocation fregtm=ant in getermining the provision
for taxes

The Company is deferring investment tax credits and gmortizing the
accumuiated balance over the useful lives of ihe propery which gave rise 1o
such cregQits investment tax redits generated in axcess of the investment tax
credit imitgtions estabiished by aw have been recorded as a refung of prior
years taxes. Unused portions wili be carmed forward 1o offset future years tax
ligbilities as permifted by iaw

The Company ciacimed on additionai 1% % investment tax cregit for the
investment Tax Credit Employee Stock Ownership Plan for the years 1979 ang
1978. For the year 1980, approximately 5.5 million will be cigmed and $5
million will be carmed forwarg to future years

(d) Unamortized Debt Discount, Premium and Expense

Debt discount, premium and expense on outstanging long-term debt is being
amortized over the lives of the respective issues

- f)

“

N\




PUBLIC SERVICE INDIANA

notes to financial statements—continued
(el Opercting Revenues and Fuel Costs

The Company records revenues as bilied to its customers on g cycle biliing
basis. Revenue is not recorded for energy delivered and unbiiied at the endg of
each fiscal period

Fuel cost charge factors are applicable to all of the Company’'s metered kw:
sales. Fuel cost charge factors are based on estimated costs of fuei. as = *ual
costs of fuel are determined. any differences are Jeferred and bilied
subsequent months

2. Rates. in September 1975, the Company filead with the Fegeral Energy
Reguiatory Commission (FERC) for increased rates applicable o its saie for
rescle customers. Interim rgtes, subject tc refund, unger this filing were in effect
for the pernod March 34, 1976 through Januury 27, 1979 On June 25, 1980. the
FERC issued an order authorizing G 55.1 million increqse on an annuci basis
effective for the period February 24. 1976 through January 27. 1979 ana
orgernng appiicable refunds of $4.5 miition

in July 1973, the Company made a turthe filing for aaditiona! increasea rates
applicable o its saie for resale customers. Interim rgtes, subject ‘o refund.
unger this filing were effective (or the period January 28, 1979 * ough April
1980. On May 15, 1980, the FERC issued an orger authonzing @ $7.5 miliion
inCrease on an annual basis and ordering apphicable refunds of 35 6 million

Under the cbove rate filings, refund amounts had been deferred and
exclugeda from opercting revenues and the income tax effects applicable
thereto had been reflected in the respective pericds.

in December 1980, the Company filec with the Public Service Commission of
ingiang for increased rates applicable to its ret~ customers which, if
gpproved, wouid produce approximately $419 ¢ 'nillion annually in increased
operating revenues.

3 Capital Stock. As of December 31, 1989, 3.301.5%6 shares of common stock
were reserved for issuance unger the Avtomatc Divideng Reinvestment ang
Stock Purchase Plan [ADR). Employee Stock Purchase Plan (ESPP) and
investment Taix Credit Employee Stock Ownerstup Plan (ESOP)

The changes in common stock for 1980, 1979 and 1978 were as foilows

Shares issued Amount
1” 1979 1578 1980 1975 1978
[rulkons)
Public Offering . . . 27 20 20 $56 .4 $50.5 $630
ADR a i1 é 3 208 143 64
ESPPang ESOP . .. 4 1 9.0 69 38

2
42 28 24 W2 N7 3832

On January 30. 1981, the Company soild 3.25 million aaditional shares of
common stock through underwriters at g price 10 the public of $19 625 per
share Net proceeds of $561.3 million will be applied to the Company's
construction program.



Charter grovisions limit dividends on common stock to 75% of net income
available therefor if the ratio of common stock equity to total capitalization of
the Company is less than 25% and to 50% of such net income if such *atio is less
thian 20%. As of December 34 1980. the ratio of common stock equ:*y 1o total
capitaiization was 40.0%

Long-Term Debt. On January 30, 1981, the Company sold 125 million principal
amount of First Mortgage Bonds, Series FF, 14 3/4%. due February 1, 2011. Net
proceeds of $122.0 million will be applied to the Company’s construction
program.

The sinking fund requirements with respect to first mortgage bonds of the
Company outstanaing at December 31, 1980 aggregated (exciusive of
redemption premium) 36.8 miilion payable on or prior to May 1 annuglly
through 1982, $6.6 million in 1983 and $6 3 miilion in 1¥84 ana 1985 The
Company has met and expects to continue to meet future sinking fund
requirements by certifying bondable property additions

First mortgage bond maturities are $75 million in 1981, $25 million in 1982, 525
million in 1984 and $50 million in 1985.

Pension Plan. The Company's non-confributory pension plan covers all
employees meeting certain minimum qage and service requirements. The
unfunded actuarial liability of the pension pian amounted to $8 7 million at
January 1. 1980 and is being funded over a period of twenty-five years. The
Company’s policy is to fund pension costs accrued. which amounted to ©5 7
miilion in 1980, $4.6 million in 1979 and $3.9 million in 1978. In makirg the
actuarnal caiculations, interest ass.umption: of 6% for 1980 and 5 1/2% fcr 1979
were used.

January 1
1980 79
Actuarial present value of accumuliated plan benefits
VORI . v ok g $51.5 $454
Non-vested . . . . .. 5 5
§520 §455
Plan assets availaple fur benefits . . . . . . atly $63.4 $57 1

Short-Term Borrowings and Compensating Balancas. At December 31, 1980

the Company had lines Jf credit with fourteen commercial banks toialling $160
riilion, inferest on bank loans is at {he prime commercial rate of such banks in
effect from fime to fime. Arrangements have aisc been made for the sale of
commercial paper which is supported Cy a portion of these lines of credit. Such
lines of credit are subject to canceligtion by eithar party upon notice. A
December 31, 1980, $85 miilion of such lines of credit were on a fee basis and
$75 million of these credit lines have informal arranaements with respect 1o
maintaining average compensating bank baiances which range from 10% of
the line of credit, to 10% of the line of credit phis 10% of the amount borrowed

Compensating bank balances of $7.5 million were met with funds on deposit in
such banks

The Company aiso has lines of credit with various banks within ifs service area
aggregating approximately $11 million. interest on such bank loans is at the
prime commercial rate in effect from time to time. Compensating baiances are
not required in connection with these lines of credit




PUBLIC SERVICE INDIANA
notes to financial statc nents—continued

At Cecember 3¢ 1980. the Compoany had trust cemand note ancrigements
with two commv.«CiGl Donks in the amo .t of 325 miilion. Amounts borrowed are
calicbie on gemanga and interest on borrowings s the current rate tor centain
girectly placed, high quaiity commercial paper. There is nC compensahng
Daignce requrement assoc:iated with these credit arrgngements The
Company hoids g portion of its previousiy menfioned Dank iines of creai
avaiiabie 1o cover any call for paoyment

For the years 1930 aong 1979. & Company had frust gemand notes
commerciai pgper ong bank 1Iogs eutstcncmq Gt vOnous fimes as folows

e rea
Negred Mo LAver e Ave Oge
Averoge Arnourt Amnount rrarest
nierest Cutstonang  Ouistonang e
Saiorce > Rote ot St Ony Qurng e ourng e
Dec 34° Cec. 3t Month Ena* feor" fecr
1980
Bank Loans .. . $16.6 § 22 13.7%
Commercial
Paper...... .. $25.5 18.2% 720 16.8 105
Trust Demand
Noles ........ 247 17.2 2438 240 126
1979
Commercial
Paer $ 60 13.8% $ 60 § .1 13.8%
Trust Demanag
Notes . .. 239 126 249 248 108
*millions

7. Income Tax Expense. Deferrea income taxes (net) are due 1o hming afferen. 5
between bock and income 1ax deguctions. For the year: 1980, 1979 ang 1978,
ceterred income 'Qx expense arl ing froin accelercteq tax decreciahion was
$18.1 mitlion, $17 5 million and 54 5.5 million, respectively. 'he palonce resulls
primariy from the timing of the gec. ctior ; for tax purposes of cenain utility
plant costs copitaiized for DOCK PUrPo.e..

fotal iIncome tax expense. which incluges appiicable amounts in other income-
net, oggregated 5469.7 million. 388.6 million ang 564.7 millior ‘or the years
1980, 1979 g 1975 The reconcilighon Detween the effectve rares Ing
combined siatutory fegeral and state income fax rates s as follows

1980 1979 1G78

tHective income tax rates 36.22% 4188% 42.45%
Equity component of AFUDC.

which Gces not enter into the

gdetermingtion of taxabie

income ... ...... ' 10.88 583 704
Other tems—rat . e 52 (.09) o6
Statutory fegeral and state

iIncome tax rates . . i 47.62% 47482% 4&556%



notes to financial statements - concluded

10.

Construction and Nuciear Fuel Commitments. The Company estimates that
$2.2 billion wiil be expended for construction purposes and $291.0 million for
nuciear fuel for the pernod 1981-1984.

The Company owns and will be entitled to 83% of the output of the two Marble
Hill Nuclear Station units; the remaining 17% is owned by Wabash Valiey Power
Association, Inc. The ownership agreement between the Company and
Wabash Valley Power Association, Inc. provides that each party shall be
responsible for the financing of its ownershin share of project costs. The
Company's share of project custs to date. including nuclear fuel. i1s $544 mition
Northern Indiana P:blic Service Company will purchase 10% of the capacity of
Unit 1 from the Company from the date of commercia: operation through
September 30, 1987

A July 1980 study of the Marble Hill project revised the in-service dates from
1982 and 1984 to Iate 1986 and 1987, respectively. This same study estimated
the Company's 83% ownership interest will cost $2.8 billion, compared with the
previous estimate of $1.5 billion

Substantial progress has been made dui.ng 1980 toward the resumption cf
safety-related construction work. Most phases of the Nuclear Regulatory
Commission's five-stage restart program issued on May 15, 1980 have been
implemented. Authority to proceed with electrical and piping work has been
received and final approvals for the resumption of other safety-related
construction are expected early in 17714,

Supplementary Information. Lease rentals are less than one percent of elecinc

operating revenues. The effect on the financial statements, if all financing
leases had been capitalized. is not material.

1980 and 1979 Quarte'y Financial Data (Unaudited)

Operating Operating Net Earnings
Quarter Ended Revenues* income* income* Per Share
1980
March 3+ .. .... $168.1 $ 3%9.0 $ 351 $4.00
Junel3o........ 146.0 304 268 .70
‘eptember 30 .. 174.3 35.7 319 .83
December 31 . .. 160. 326 28.9 68
Total §645.7 §437.7 §1227 §3.21
1979
March 31 .. .. $474.4 S 380 $-33.1 5109
June 30 . . .. ; 150.4 343 264 89
September 30 . 152.7 36.2 30.1 91
December 31 . .. 154.0 35.6 31.4 Q0
Total 56285 144 .1 §123.0 §3.79
*millions
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auditors’ report

To the Board of Directors of
Public Service Company of Indiang, Inc..

We have examined the balunce sheets of Public Service Company of
Indiana. Inc. (an indiana corporation) as of December 31, 1980 and 1979,
and the related statements of income, ear~:1gs invested in the business,
and sources of funds used for utility plant aaditions for each of the three
years in the period ended December 31. 1980. Our examii.ations were
made in gccordance 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 acove present fairly the
financial position of Public Service Company of Indiana. inc. as c¢f
December 31, 1980 and 1972, and the results of its operations and the
sources of its funds used for utility piant additions for each of the three
years in the period enrded December 31, 1980, in conformity with
generally accepted accounting principles applied on a consistent basis.

Arthur Ancersen & Co.

indianapoilis, Indiana,
January 26, 1981.



managerm.ent’s discussion and analysis of
financial condition and results of operation

kwh sales and revenues

Totct kwh sales increas~d 3.7% in 1980 compared with 4 9% in 1979 and 1.3% in
1978 and reflects contii uec growth '~ ‘he number of customers, additional demand
by wholesale customers in 1980 and G return to more normal usage in 1979 following
the 1977-78 coal miners’ strike. Sales growth has aiso been influenced by continuing
energy conservation and a siowdown in industrial activity in 1979-80. Sales data ror
the periods were as follows

increase (decrease) over prior year

1980 1979 1978
Kwh Sales

Domestic 6.0% 7% 35

Commercial 4.7 7.0 (5.2)

Industrial @_251 82 18

Total Retail f 53 R |

Sales for Resale 13.1 33 23
Total Sales 37% 49% 1.3%
Operating Revenues 2.7% 10.7% 14 3%

Revenue growth refiects increased kwh saies, current recovery of increased fuel
costs and rate increases which wers effective in 1978 and 1979

fuel costs

Fuel costs per million BTU increased from 106.1¢ in 1978 to 107.2¢ in 1979 and to
116.7¢ in 1980. The cost per million BTU increasec :ignificantly in 1978 because of
spot pur—hases of higher priced coal and increased use of oil-fired generation
auring the coal miners’ strike in 1977-78. Increased costs in 1979 and 180 reflect
escalating fossil fuel prices ard increased generation

other power sales

With compiletion of the third and fourth units at the Gibson Station in 1978 and 1979,
the Company became a seller of capacity to the Kentucky-indiana Pool beginning
in 1978: sales of capacity in reducing amounts will continue through March 31, 1982
Short-term power sales, due in large part to temporary capacity shortages of other
electric utilities. have had a favorable impact on operating results

taxes

Income tax expense and its components varied due to fluctuctions in taxable
income and investment tax credit provisions. While construction levels have
produced increased investment tax credits for each of the years. 1980 reflects a
decrease from 1979 due to the Company's inGbility to fully utilize applicable
investment tax credits for the year. Unused investment tax credits will be carried
forward to offset future years’ tax lighilities, The decrease in state, local and other tax
expense in 1980 reflects adjustments of real estate and personal property tax
expense for prior years.
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operation and muJintenance

Other operation exgenses have increased due ‘o the e'i:xct of dout 'e-digit inilation
on operating cosfs, customer growth, the addition of new generating units at the
Gibson Station in 1978 and 1979 and additions to the “ompany's rransmission and
Jdistribution systems. Increased maintenance expenses reflect the same factors.

The increase in the combined debt and equity portions of the Allowance for Funds
Used During Construction (AFUDC) reflects the rising levels of construct on work in
prograss at the Gibson and Marble Hill Stations

increqgses in interest charges and prefurred dividends reflect the sale of additional
securities 1o finance the Commnany's construction program. The increase in earnings
per common share in 1979 was due primarily to aaditional revenues from rate
increases which were effec've in 1978 and 1979 Continuing infiation. i:creased
interest expense and the increased number of common ann preferred shares
outstanding have reduced earnings per share in 1780.

rate increase

On December 8, 1980, a requast for aretail rate increase of 23%. aggregating $120
million annually, was filed with the Public Service Commissicn of Indiana. action oy
the Indiana Commission is not expected until mid-1981. in addition, a reguest for
increased sales for resale rates is expected to be filed with the Federal Energy
Reguiatory Commission by mid-1981; the amount of such increase has not been
determined.

1981-1984 construction pregram and financing

The Company has a continuing program of major construction to provide facilities to
meet expected load growth and to replace properties as they become obsolete
Plant additions and nuclear fuel in 1980 totalled $493 million compared with 1979's
$387 million and $311 million in 1978. Construction and nuc'eaqr fuel expe ditures for
the period 1981-1984 are presently estimated as llows:

nuclear
construction tuel total

[rullions)
1981 S 591 S 58 S 649
1982 605 39 644
1983 507 0 597
1984 474 104 578
$2 177 $291 $2 468

Of the funds required for construction and nuclear fuel during the 1981-1984 perioa.
it is presently estimated that approximately $1 0 billion will be generated internally
and approxmately $1.5 billion will be provided through the sale of securities. During
such period the Company will be required to refinance $ 125 million of first mortgage
bonds which will mature prior to January 1, 1985, incluaing $75 million matunng
August |, 1981



Qoﬂ.ld problems cf the inaustry

The electric utility industry is experiencing problems such as obtaining adequate
rate increases, f.nancing large constructicn programs during infiationary periods,
obtaining sufficient capital on reasonable terms, compliance with environmental
reguiations, high costs of fossil fuel, delays in licensing and constructing new
facilities and effects < energy conservation. The severity of each of these problams
varies among different companies and areas. While the Company considers its own
experience to daia in relation to these problems has been relatively favorable, there
is no assurance that such problems will not adversely affect the Company in the
future.

capitc resources and liquidity

The principai sources of internal funds are providled by re’ained earnings (less e
Allowance for Funds Used Dunng Construction which is @ non-cash item except for
such amounts collected through rates), depreciation, deferred income taxes unc
investment tax credits

Due to the size of the Company’s cunstruction program and the ime frames for
completion of Gibson Unit $ and the hwo Marbie Hill units (estimaied in-service dates
of 1982, 1986 and 1987, respectively). the percentage of net income represented by
the non-cash portion of AFUDC will become increasingly larger. If nGequate rate
increases are not re.caives on a timely basis, internal cash generation will decline
and a larger proportion i capital from extunal sources will be reauired to finance
the Company’s construction prog.ram. Further the ratings of the Compan; s sei or
securities, assigned by indepencunt cgencies, couiii be adversely affected and
result in higher cos’s of capital.

The Company's 1981-1984 program will require substantial amounts of additicnal
common stock financing. Virtually all issues of new common shares sold by the
electric industry in 1980, incluJing those of the Company, were made below book
value. The continued sales ¢ { commen stock below book vailue diutes the present
shareholders’ investment cad requires the sale of more shares of stock tr.an would
otherwise be required.

The Company's long-term capitalization ratio objectives are to maintain an even
balance of debt and equity capital. The issuance and sale by the Company of
preferred stock and first mortgage bonds are subject to compliance wiin sarnings
coverage requiremants of its charter and the mortgage indenture. Depending on
the level of the Company’s earnings. the Company may be unable. in certain time
periods, to meet these requirements and would be required in such circumstances
to issue preference stock, debentures or other types of securities. The sale of such
types of securities could require higher preferred dividen : and interest rates.

Under short-term financing arrangements, ihe ~ompany has authority from the
Public Service Commission of indiana to iscue promissory notes payable in not less
than 12, nor more than 24 months, from *he date of issuance in amounts nct
exceeding $175 million outstanding at any one time prior to December 31, 1981.
(Sew note 6 of "Notes to Financial Statements™ for details of credit arrangements).
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dividends
Divigends have been paid each yeaqr sinice ' ~e Company was formed in 1941 and
have increqsed each year for twenty ¢ onsecutive years

it is the Company’'s beliet that the regiiar payment 10 sharenhoiders of o liberal
portion of earnings avaiat . for common stock as avidends. as well as craerly
increqses in the cividend rate. 1s in the pest interest o1 the Company. its sSharancide s
ard the public served

While the Company connot pre-fict future dividang actions, 1 believes that the
continugtion of past dividend practices will be gesirgble in ight of the Company s
financing neeas in the next severgl years

inflation

The estimated effects of infigtion on the Company's cperahions are presented on
poges 39-41, “Supplementary Data on Changing Prices” "he conhnued impact of
infigtion on operations. as well s on construchon costs, will require pernoaic rate
agjustments 1o MaINtaIn adequarte earnings levels

selected financial datc
1980 1976 1978 1977 1976

Onergting evenues”® $ 6487 S5 6285 S 5384 S 4709 § 3977
Net income* 122.7 1230 877 88.5 750
Commcn stock

Eornings per share 321 379 292 328 3.0

Dnvigends paid per share 244 2.28 213 201 1.86%:
Totol gssets* 28089 23424 20444 17245 14577
Cumuiative preferned stock

subject 10 manaatory

regemption* 500

Long-term gept* 1057.0 8320 7890 ¢890 5340




Supplementary Data on Changing Prices (Uraudtea) Tne loiowing suppiementary
gata are provided in accordance with the requirements of “he Financial Accounting
Standards Board (F7 38} Statement No. 33. Financial Reporting and Changing Prices. for the
purpose of reporting ce:ain information s to the effects of changing prices on the
Company's operations. The Company s finagncial statements are prepared based on historcal
prices in effect when the transactions occurred; the FASB statement requires the statement of
in2nme and certain other informgation to be prepared on two adaitional bases. the constant
dollat oasis and the current cost basis. The data presented in the foliowing statements should
be viewed as an estimate of the effect of changing prices, rather than Qs g precise measure

The constant doliar Dasis represents the restagtement of histoncal costs to current-uay price
levels. utiiizing the Cor-umer Price Index for All Urban Consumers (CP1)

The cuirent cost basis represents the restatement of historical costs of net utility plant 2 current
reproguction cost utilizing the Handy-Whitm = index of Public Utility Construction Costs

Changing prices imnact common stock egquity in two ways First, under rgtemaking
procedures prescribed My the regulatory commissions 1o which the Company is subject. only
the original cost of utility plant is recoverabie in revenues as depreciation. The cost of utility
plant, determined on the constant dollar and/or current Cost Basis in excess of onginal Cost, Is
not presently recoverable ih rates as degreciation, nor as @ deduction for income tox
purposes. and is defined gs a reduction to ne* recoverable ¢ ost

Second. “monetary assets’, such as cash and ciaims 1c cash, lose purchasing power auring
infiationary periods because monetary assets buy fewer goods and services (.t the general
price level increases. Conversely, monetary liabilities ', si. >h as long-term debt, gain bacause
the liabilities will be repaid by doilars having less purchasing power The net change in
monetary assets and habilities (whicr excliuges utility plant, unamortized investment tax credits
and common stock equity) is reflected as ¢ gain (or loss) in purchasing power

Operating revenues and other operating expenses (exclusive of deprecigtion) in the
statement of income have not been restated since such amounts would not be matenally
different if determined on @ constant doliar or current cost basis. The cost of fuei usea i
genergtion 's not restated due to the current recovery of actual fuel costs through fuel cost
charge factors or adjustments in basic rate schedules Depreciation expe se has been
restated by appiying curreni Company depreciation rates to the indexed utility piant amounts

As sh. ~n on the accompanying five-year summary. earnings per share in 1980 and 1979 have
been restated to reflect both the reduction due solely to the higher deprec: Jtion expense and
to reflect the total impact of changing prices on common stock equity under the two oases
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supplementary data on chanciing prices - continued

stCtaments of inccme

Operating Revenues
Operating Expenses

Fuel

Purchased power

Taxes

Other operation and maintenance
Depreciation

Operating Income

interest Charges (net of allowance for funas
Jused guring construction and other income -
net)

Net Income

Dividends on Preferred Stock
Income Availabie for Common Stock
Earnings per Common Share

Other Impacts of Changing Prices

increase in current reproduction cost of net
Miity plant

Less increqase in net utility plant based on CP!
ngex

increase in CPl over current reproGuatinn
cost

Amount of restated utility piant costs over
ongingi cost not recoverabie through
rates (reduction to net recoverable cost)

Gain due o repayment of debt
with Jdoliars of iess purchasing power

Income Available for Common Stock
(As Adjusted)

Earnings per Common Shure (As Adjusted)

$I0NCO

Bass

SG45.7

2760

(75.3)

95 4
144 1
680
507 9

137 .8

151

22 .1
$100.6
S 3.2

Constant Solior Basis
Bosea on CP . gex

wr
g\
~

N
i

< -4
oo

-~ s
w ﬁ
~d
Blh a & WO

?4

¢ the Yery Engea December 31 1980

—urrent Cr .t Bass
8ased on Current

Reproguchon Cost

2760
(72.3)
95 1
144 1
147 5

15.4
5 ;

221

3 2%

$ 2286

4203

(194.7)

(11.2)




supplementary data on changing prices - concluded

The following summary is a five-year comparison of selected supplementary financial aata (historical} which
1‘ave been restated in average 1980 dollars (excep! actual data where indicated)

Operating reveues
Actual

As adjusted by CPI Inaex

Constant dollar information (Based on CP' ingdex)
Net income
Earnings per common share
As qdjusted for additional depreciation
As adjusted for total impact on common stock equity
Net assets (common stock equity] at year-end at
nat recoverable cost

Current cost information
(Based on current reproduction cost)
Net income
Earnings per common share
As adjusted for additional depreciation
As adiusted for total impact on common stock equity
Increqase in CPl index over current reproduction
cost—ne: utility plant
Net assets (common stock equity) af year-end af
net recoverable cost

General information

Gain due to repayment of debt with dollars of less
purchasing power

Cash dividends deciared per common share
Actual
4s adjusted by CP! index

Market price per common share at year-end
Actuai
As adjusted by CPI index

Average CP! inaex

1980

$645 7
86457

§ 832

(<)
8037 .

$ 432

67
(41)

191.7

803.7 °

$1689
§ 244
$ 244
$20.63
$20.63

2469

vyears Enced December 31

197¢

5628 5
§7438
§ 823

226
38

7941

$ 650

164
38

126 6
791.1

$165.0
$ 228
$ 259
$23.38
$26.55

217 4

Q7R

$538 4
56803

$ 213
§ 269

§24 63
§31.12

1954

1977

$470.9
5640 6

w w»
(S S}
-~ O
W -

$28.25
$38 43

1815

1976

53977
§6760

S 189%
§ 274
$31.63
54580

170.5

1/ At Decerber 31. 1980, the constart doliar and currant cost wases of utility plant, net of accumuiated
der-zi.ation, were $3,856.8 million «and $3.788.7 miliion, respec’ively, ~ompared with net ornginai cost of

Jtility piant of $2.556.4 million.
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10 years of progress

1980 1979
T KROWATI-HOURS LD miions) B N b T, o
Domeshc 5,049 47863
Commercial 1.450 3.295
Incustnal 6.029 6294
REMCs 2,769 2.288
Municipals 1.547 1.502
Ajll Other 'S &4 e M
Total 18.898 18.223
OPERATING REVENUES 1rousanas)
Domesnc $ 218199 $206.152
Commercial 136,752 131.799
nausmol 169 681 176,334
REMCs 74,09 64078
MuNICIDOIs 36,017 35.620
All Other 1 64 11,565
SALES AND Total § 645688 5628 538
CUSTOMERS Averoge Price per Kilowatt-hour 3.39¢ 344
CUSTOMERS (onnual averages) '
Doumestic 406,974 460,228
Commercial 62 644 51.865
InQustnal 2,518 2.522
REMCs (Qelvery points served) 124 1o
AuniCipaIs o 43
Al Other 847 834
Total 533 144 525 638
Heating Customers (includeda above) 89744 82,552
DOMESTIC SERVICE (overoge per customer)
Annual Use (kiiowaft-hours) 10,842 10.349
Annual Reverue § 48726 § a4 42
Price per Kilowatt-howus 4328 4.39¢
KILOWATT-HOUR OUTPUT (mulions)
Genergted | et) 23,538 23.690
Purchaseda 3.3%0) (4.014)
Totat 20,548 19479
Losses and Company Use 1.650 164
Total Sales 18,898 18.22;
ELECTRIC SYSTEM GENERATING CAPABILITY megawatts)
OPEF ATIONS Ownea 5.264 5678
Power Pooi (310 (423)
Total 4954 5.255
MAXIMUM SYSTEM DEMAND megawatts)
Summer 3,896 3,508
Winter 3,584 3.748
FUEL COST —per million B7 s consumed 116.7¢ 107 2¢
UTIUTY PLANT CONSTRUCTED ADDITIONS (thousands | $ 487099 $364 196
COMMON STOCK EQUITY (thousanas) § 844401 $736.640
Dwvigenas per Share 244 228
Averoge Shares Outstanaing 34,383 27982
CAPTALZANION EQrmings per Share $ in s aAm
(Decemper 34, CLWULATIVE PREFERRED STOCK (thousanas’ (1980 includes 55U mikon
LJ4Dject 1o manaatony recemption) § 285000 $235.000
Divicenas o 21,680 4634
Averoge Dividend Raote 7.92% 7 5%
LONG-TERM DEB; ("housanas) $4.057.000 $832.000
Interast on Dedt 79.556 6167
Averoge interest Rate 877% 7 64%
EMPLOYEE NUMBER OF EMPLOYEES (ot December 31) 4868 4,354
DATA SALARIES, WAGES AND BENEFITS (Thousanas) $ 145136 $ 90768

“Reflects 3-1or-2 stock spiit in Apni 1974




978 1977 76 1975 1974 1973 Q2 Qe 970
473 4 568 4136 4008 3.687 3632 323 3090 2885
3080 3248 3.028 V24 2697 2068 2439 2237 2
5843 574 §279 4502 4 988 513 4693 4282 408
2216 2447 1805 1.582 1.7%8 1189 13583 1548 1621
‘454 1.389 1204 1146 98¢ 452 790 7 632

) 8 8 82 8! 78 34 78 9

7.370 17 146 15,53 14,404 13885 43.580 12682 41940 14.358
.77 $162.703 5444 897 §144.084 $ 93962 § 90.295 5 84194 $ 72423 § 48509
1344 103.700 90.034 72428 80687 59083 5229 4453 41334
879 126,469 105.077 *7.445 70.470 67.190 58 880 4935 46,451
2268 44 905 33686 23204 19503 12994 16235 13,295 13.702
1224 25.329 19445 15,186 11,338 8473 8.911 7.490 8.357
0.023 7 808 7 665 & o84 $.208 5130 4786 34878 3.681
8423 5470 941 5397742 $3C5 298 $260 862 1243 365 5221245 190,579 SA0 ‘82
0% 273 < S54¢ 2.10¢ 1 86¢ 1 78¢ 173 t S8¢ 187¢
‘a9 a2474 435512 429188 423 663 415,772 406 554 97 497 wn
1039 oL 134 59.359 58.600 57 204 55953 $3.072 53.902 53 004
2514 2.4%% 2,461 2451 2438 2437 2.440 2424 2443

15 "2 108 w2 % %% % 154 w?
Q a £V a4 44 a a a8 45
827 836 836 839 520 805 828 822 87
6.029 506.282 498.320 £1.22 484 267 475.107 48507 454 34 448 508
2348 61812 53 164 45 450 39.708 32.8%7 27843 23.726 20538
0.478 10.319 9497 9479 8.631 873 8.173 7.774 7398
w25 $ 6758 § 32582 $ 25843 § 2299 $ 297.97 S 19988 S 1822 § 17600
39t 356 343 273 257 2489 “ 44c 2 34¢ 2 28¢
2278 20.042 18.698 16.002 14579 14977 14051 12.425 11 564

(652) (1.504) (4.840) (350) 492 (347} (229) 526 828
8.624 18.508 16.858 15,652 15.07¢ 14630 13822 12.954 12.38°
1254 4,302 1,326 1248 1186 1.080 1.440 1044 10314
7.370 17 448 15.532 14404 13245 13.580 12,682 11940 14.358
5028 4378 4378 3.7% 3239 3.254 3.254 2.655 2699

229) 183 (156) 93 364 0 (180) 156 (125)
479 451 a2 X 3 600 3284 3074 284 2574
3381 3.320 292 2924 2706 75 25 2372 267
3676 3.388 3,438 2,845 2.567 24% 2,326 2,167 21473
06.1¢ 80.2¢ a5.6¢ 52 ¢ 38 8¢ 2:0¢ 28 8¢ 255¢ 236¢
7.880 $247.288 $209.392 3142 974 $160.661 5434710 S 94681 $ 79003 $ 78.402
4707 $543 938 462 427 5305228 $343.157 $326.559 $274.054 5234879 $230 399

21 204 189% 1.73% 166 155% 1 86% 144 141%
521 23.690 22064 20924 9084 17 834 16.784 16,384 16.384

2% § 32 $ a0t $ 23 § 28 § 28 s 207 $ 41 $ 198
0.000 $455.000 $455.000 $145.000 $ 80000 $ 80.000 $ 50.000 $ 50.000 $ 50000
3.764 1G.870 8.370 5397 4158 3878 2043 2013 2043
32% 70'% 701% 5 49% 520% 520% 403% 403% 403%
9.000 5689 000 $534.000 $534 000 $502 000 $395.000 $395.000 5345 000 $295.000
24 44 494 37.068 33,164 26.226 21.704 24,519 17992 13,566
T d6% T 25% 494% 494% 6 15% 549% S49% 528% 408%
4025 3,858 3704 3533 A 3290 3284 3.272 3.49C
8.801 S 89330 $ 60.477 3 52484 § 46991 S 42618 $ 39407 $ 36298 § 32824
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security markets and prices

The principal organized mcrkefs in whs e Company's common stock is fraded
Qre:

The New York Stock Exchange
The Midwest Stock Exchange
The Pacific Stock Exchange

in aadition the Company’s common stock has unlisted trading privileges on the Cin-
cinngti. Detroit ana Philadeiphia exchanges All cumuiative prefer-ed stock is isted
on the New York Stock Exchange and the 3 1/2%. 4 14% ond 4.32% Series are aiso
listed on the Midwest Stock Exchange

Company bonds issued since 1965 have been listed for rading on the New York
Stock Exchange

The tollowing table shows the quarterly high and low sale prices of the Company's
common stock on the composite 'ape and dividends paic for the past two years

1980 1979
high low dividend high low dividend
first §23 /4 $17 5/8 $.58 $25 5/8 §24 1/2 554
second 24 5/8 19 62 27 24 1/8 58
third 24 42 20 62 26 3/8 24 58
fourth 22 19 62 25 1/4 22 S8

automatic dividend reinvestment and stock purchase plan

Under the Company's continuing Automatic Dividend Reinvestment And Stock Pur-
chase Plan. common and preferred shareholders of record may reinvest quarterty
Qividends to purchase additional shares of common stock at a 5% discount from the
gpplicable market price. The Pian aiso allows for optional cash payments of up 1o
$25.000 per quarter 1o purchase additional shares of commaon stock at 100% of
market value: amounts over $25.000 are subject to Company approval. No commis-
sions gre Chargea on stock purcr.ses under the Plan The Prospectus describing the
Plan and an enroliment form are available 1o interested sharehoiders upon request
to Sharehcider Relagtions




Stock Transter Agents and Registrars

*Continental lilinois National Bar . and Trust Company of Chicage
30 North LaSalle Street, Chicayo 60653

*Bradfe:d Trust Company
2 Broadway, New York 10004

‘Effective March 1, 1981, these agents are authorized o serve in
the dual capacity of stock fransfer agent and registrar

Dividend Diszursing Office
Shareholder Relations Toll Free Telephone Numbers
Public Service Indiana Ingiana 800-382-1174
100C East Main Street Other States 800-428-4337

Piginfie!"\, Indiana 46168

The annual meeting of shareholdeis will be neld in Plainfield. Indiana on
Aprii 6. 1981 Shareholders of record at the close of business on Fedruary
17. 1981 will be entitied to vote at the meeting Formal notice, proxy state-
ment and proxy form will be mailed about March 6

This annual report and the financial statements contanea herain are
submifted for the general information of the sharehoiders of Public Service
Company of Indiang, Inc., and are not intended for use in connection with
any sale or purchase of, or any offer or solicitation of offers to buy or sell.
any securities of the Company
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100 East Main Street
Plainfie. ¥ Indiana 46168




ARTHUR ANDERSEN & Co.

INDIANAPOLLS, INDIANA

To the Eoard of Dirsctors of
Wabash Valley Power Ascsciation, Ine.:

We have examined the balance sheets of WABASH VALLEY
POWER ASSOCIATION, INC. (an Indiana not-for-profit corporation)
as of December 31, 1980, and 1979, and the related statements
of revenues and expenses, patronage capital and sources of funds
used for utility plant additions 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
2bove present fairly the financial position of Wabash Valley
Power Association, Inc. as of December 31, 1980, and 1979, and
the results of its operations and the sources of its funds used

for utility plant additions for the years then ended, in corformity

with generally accepted accounting principles applied on a

consistent basis.
Oty Ot #3

January 30, 1981.




ASSETS

UTILITY PL:  (Notes 2 and 3):
In service, at original cost
Less- Accumulated depreciatior

ge capital

Construction work in progress-
Mé:ble Hill Nuclear Station
Nuclear fuel
Headquarters building
Load Management syztem
Transmission system

4)
CUARENT ASSETS:

Cesh
Tewvorrary cash investments
Headquarters building bc-d

construction fund
Acczunts receivable-

Power

Other
Unbilied fuel cost refund
Prepayrents

Total current assets

OTHER:
Deferred charges
Other investments

1980 1979
$ 120 § 120
1 958,409 1,274,477
1 958,529 1,274,597
167,067,000 100,123,000
2,750,000

171,775,529

100,000

6,863,831
111,647

4,849,511

176,447
311,536

-~

$184,188,501

SS===zz=zszs=z===

6,952,472
132,242
209,487

8,003,081

230,.01

15,527,383

N ——— -

$115 924,980

SSSzzzz=z==z==



WABASH VALLEY POWER ASSOCIATION, INC.

STATEMENTS OF REVENUES AND EXPENSES

FOR THE YEARS END:D DECEMBER 31, 1980 AND 1979

OPERATING REVENUES (Nctea 1, 2 and 5)

OPERATING
Purchaae
Administ
Deprecia

ELECTRIC O

EXPENSES:

d power Notes 2 and 5)
rative and general
tion (Note 2)

Total operating expenses

PERATING MARGIN

INTEREST EXPENSE:

Interest

Interest charged to construction -

credit

NET OPERAT

NONOPERATI
income,

PATRONLGE
NET MARGIN

on long-term Jdebt

Total interest expense
TNG MARGIN

NG MARGIN - Interest
net

CAPITAL ALLOCATIONS

1980 1979
$78, 661,7?9 ‘76 286 222
77,083,262 74,439,930
965545 908 666
15.139 8,234
78, 063,946 75,356,830
597,763 929,392
12,939,229 6,715,272
(12,539,229) (6,715,272)
597,763 929,392
85,729 104,526
440 950
$ 683,932 $ 1,034,868
eSS ssSsS=r==s SSSSsSsSsSsSs=s

The accompanying notes are an intcegral part

of these statements.



WABASH VALLEY POWER ASSOCIATION, INC.

STATEMENTS OF PATROWAGE CAPITAL

FOR THE YEARS ENDED DECEMBER 31, 1980 AND 1979

4339 1979
BALANCE, beginning of year $1,274,477 ¢ 239,609
Jdet margin 683,932 1,034,868
B8ALANCE, end of year (Note 4) ;I:;;§:;6; ;I:;;;:;;;

The accompanying notes are an integral part
of these statements.



WABASH VALLEY POVER ASSOCIATION, INC.

STATEMENTS OF SOURCES OF FUNDS USED FOR UTILITY PLANT ADDITIONS

FOR THE YEARS ENDED DECEMBER 31, 1980 AND 1979

FUNDS GENERATED INTERNALLY:
Ne* margin
Depreciation
Am.rtization

FUNDS FROM DEBT FINANCING AND OTHER SOURCES:

Long-term debt
Net change in working capital
and other items-

Deferred charges and other investmerts

Cash

Temporary cash investmcats

Headquarters building bond
construction fund

Accounts receivable

Unbilled fuel cost

Prepayments

Notes payable

Accounts payable

Unbilled construction costs payabie

Headquar‘ers building eonstruction
retainages payable

Accrued liabilities

ADDITIONS TO UTILITY PLANT AND
CONSTRUCTION WORK IN PROGRESS

The accompanying notes are an
of these statements.

1980 1979
$ 683,932 § 1,034,863
15,139 8,234
204734 25868
902,805 1,068, o
69,694,070 42,167,050
(732,327)  (597,058)
(1.224) 29,551
522,000 £398.,000)
(1,284,503) %
(76,707) (1,368,162)
11,139 (33,538}
(1,508) (1.386)
100,000 :
(318,723) 1,425,976
(3,153,570) 6,994,348
176,447 .
81,435 261,940
$65,920,264 $49,494,641

$65,920,264

integral part

$49,494 641



WABASH VALLEY POWER ASSOCIATICN, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1980 AND 1979

1. NATURE OF OPERATIONS

Wabash Valley Power Association, Inc. is an association
of 24 member Rural Electric Membership Coopera“ives. In January
1978, the Association received a certificate of convenience and
necessity from the Public Service Commissio~ of Indiana authoriz-
ing it, among other things, to be thc Puower supplier and to
conduct related activities for its members. ALl of the Associa-
tion's operating revenues are derived from sales to members,

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Basis of Accounting
The Association maintains its accounting records sube
stantially in accordance with the Uniform System of Accounts of
the Rural Electrification Administration.

b. Utility Plant

Construction costs include allocations for payroll
related costs and administrative and general expenses as well as
irterest on borrowed funds used during construction (based on
actual construction interest incurred).

¢. Depreciaticn

The Association provides dapreciation on utility
property on a straight-line basis over the estimated service
lives of the depreciable property. Depreciation rates are 10%
for office furniture and equipment and 20% for automobiles,

d. Federal Income Taxes

The Association is exempt from Federal and state income
taxes pursuant to the provisions of Section 501(c¢)(12) of the
Internal Revenue Code.

e. Pension Plan

Certain employees of the Association are members of
and contribute to a pension plan administered by Indiana Statewide
Rural Electric Cooperative, Inc. The Association's pension
sxpense wzs $10,223 for the year ended December 31, 1980 and
$6,293 for the year ended December 31, 1979.
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f. Operating Revenue and Purchased Powar

The Assnciation records sales and purchases of power
froas suppliers bused on billing dates prior to the end of each
mon:h. Revenue and purchased power expense are not recorded for
ene1 gy unbilled at tihe end of each month.

3. CONSTRUCTION COMMITMENT

The Association has a 17% ownership intorest in the
Marble Hill Nuclear Station, which i being consiructea by Public
Service Company of Indiana, Inc. (FSI). The ownership agreement
betweer the Aszociation and PSI provides that each party shall
be responsible for the financing of its ownership share of
pr:ject costs.

A July 1980 study by a nuclear consulting firm, revised
the in-service dates for Units 1 and 2 of the Marble Hill Project
from 1982 and 1984 to late 1386 and 1987, respectively. Tae
Association c¢stimates its total cvosts of the ¥arble Hill Project
to be approximately $801 million. The amount of the original
Marble Hill loan request and the previous estimate -f Marble Hill
costs was approximately $361 million.

Substantial progress has been made during 1980 toward
the resumption of safety-related construction work. Most phases
of the Nuclear Regulatory Commission's five-stage restart program
issued on May 15, 1980 have been implemented. Authority to
proceed with electrical and piping worx has been received by PSI,
and final aprovals for the resumption of other safety-related
construction is expected early in 1981.

4. LONG-TERM DEBT

Mortgage notes are payable to the Federal Financing Bank
with interest rates ranging from 8.418% to 15.09%. The notes have
maturities through December 2014, interest payable quarterly, with
quarterly principal payments commencing in 1985, Under the terms
of the loan agreement, unadvanced loan funds of $193,6’7,000 are
currently available to the Association to cover future expenditures
on the Marble Hill Nuclear Station Project. The Rural Electrification
Administration (REA) of the U.S. Department of Agriculture has
guaranteed paymeat of this loan. The Association has applied for,
and is currently awaiting arproval from the REA for the additional
loan funds needed to finance the estimated increased cost of this
project as discused in Note 3.

Under terms of the mortgage agreement, the Association
is restricted from making distributiors of patronage capital so
long as the Association's equity is less than 40% of total assets.
As of December 31, 1980, equity was approximataly 1% of total
assets,
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Financing for construction of a headqua “ters building
was obtained “hrough the issuance of City of Indianapolis Economic
Development ‘tevenue Bonds at a rate of 8.875%, intevest payable
semi-annually, with semi-annual principal payments irom November,
1981 through May, .010. Payment is guaranteed by th. National
Rural Utilities Cooperative Finance Corporation,

The notes and the bonds are secured by all property of
the Association including its 17% interest in tie Marble Hill
Nuclear Station.

5. RATES

The Association is presently being charged rates by one
of its power suppliers which are subject to retroactive decrease
based on final disposition of a pending rate increase request by
the Federal Energy Regulatory Commission (FERC). Refunds, if any,
will be passed un to the member REMC's and will be reflected in
the financial statements as reductions in revenues and purchased
power. These refunds will not impact the Association's operating
margin,

6. LINE OF CREDIT

The Association has a short-term line of credit available
in the amount of $12,000.000, which may be used for general corpo-
rate purposes as determined by the Board of Directors. Borrowings
bear interest at the prevailing bank prime commercial rate. Borrow-
ings of $100,000 were outstanding at December 31, 1980 under this
line.

7. LEASE COMMITMENTS

Future rental commitments under existing leases are not
significant. Total rental expense was $35,798 and $21,372 for
the years 1980 and .979, respectively.



