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Earnings on Common Shares (000 omitted )

Average Number of Common Shares Outstanding (000 omitted )

Earmings per Common Share

Year End Annual Dividend Rate
Number of Holders of Common Shares
Electric Sales (million Kwh)

Residential
Commercial
Industrial

Other Retail

Total Retail
Other Utilives
Total

Gas Sales (million cu. fr)
Residential
Commercial
Industrial
Other

F'otal

Electric Net System Peak Load (thousand Kw)
Construction Expenditures (000 omitted )
Gross Plant — Year End (000 omitted )

Earnings and Dividends
Per Common Share

Earnings Per Share

Dividends Declared

Per Shar

1981 1980 % Increase
(Decrease)
$ 77825 $ 69183 125
33,830 30,765 10.0
$ 2.30 § 2.25 L.
$ 2.10 § 2.04 29
76,000 75,000 13
5117 5,277 (30)
3,407 3333 p .
4,666 1,493 39
1,233 1,242 (.7)
14,423 14,345 5
363 174 1089
14,786 14519 1.8
43.714 45,746 (4.4)
20,764 21,071 (1.5)
36,341 32,390 12.2
3916 4,403 (11.1)
104,735 103,610 1.1
3,140 3,154 (4)
$ 273,602 $ 296957 {7.9)
$2,757,122 $2.499.083 10.3
Source of Revenue 1981
Total electric and gas revenue for
1981 was $1.081 million
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To Our Shareholders:

This has been an eventtul, and an unusual, year for CG&E
While there were a series of difficult short-term problems,
there was also substantial progress in areas which will be
beneficial in the future

On the positive side of the 1981 ledger

® Earnings and dividends per common share increased
during 1981

® We made significant movement toward our goal
of achieving adequate rate relief, although much
additional improvement is necessary

® Anew coal - burning electric generating unit was placed
into commercial operation and has performed with
high availability

® Afederal test on emergency preparedness and coordi
nation, demonstrating our ability to protect the public
in the event of an accident at the Wm. H. Zimmer
Nuclear Power Station (Zimmer Nuclear Station ), was
completed, thereby taking a major step toward final
approval of an cperating license

On the other side of the ledger

® The economic downturn and relatively mild weather
during the second halt of the vear adversely aftected
carnings

® The statf of the Nuclear Regulatoiy Commission (NRC)
proposed a fine tor madequate supervision of
the contractor's quality assurance program at the
Zimmer Naclear Station

® \We taced continuing untavorable public reaction
toward higher customer balls

ur revenues reached an all-time high, surpassing

the billion dollar mark for the first ime, and our

1981 carnings of $2 30 per common share were
$ 05 above 1980's carnings per share of $2.25 The quarterly
cash dividend per common share was inareased from S1¢
to 52%2¢ during 1981

he past year has been especially troublesome for

most of the nation's utilities due to the capital inten

sive nature of their business, and CGXE has been no
exception. Inflation and high interest rates have a profound
effect when regulated rates are not adjusted in a umely
manner This is frequently not the fault of the regulators, but
of the outmoded laws under which regulatory commis-

sions must work. The regulatory climate in the states of our
service area has improved significantly in recent years,
However, the controlling laws were not written for an
inflationary economy

The major task before us now is to obtain an operating
license for the Zimmer Nuclear Station, place it into com-
mercial operation, and get its total cost into our rate base.
When this has been accomplished, our most difficult finan
cial period will be behind us

n April, we dedicated the first coal-burning generating

unit at the new East Bend Station in Kentucky: The sta

tion is jomntly owned with The Dayton Power and Light
Company. East Bend reflects our continuing commitment
to provide adequate and dependable power for our service
area. In remarks at the dedication ceremony, Kentucky's
Governor John Y. Brown noted the need for such power to
support economic development. He also applauded our
installation of the unit's pollution control systems. This
equipment required an investment of $125 million, which
is about one-third of the unit’s total construction cost.

significant milestone toward the licensing of the
Zimmer Nuclear Station was reached in November
in the test of the nuclear emergency plans. While
the final reports are not yet in, it appears that both the NRC
and the Federal Emergency Management Agency, which re-
viewed our performance and that of State and County
emergency service agencies, found that the test went well.
After the station is in operation, similar exercises annually
will test the emergency procedures
The Atomic Safety and Licensing Board's hearings on the
operating license for Zimmer Nuclear Station resumed in
fate January, 1982 This phase of the hearings concerns
emergency planning and radiological monitoring, the
remaining contentions from intervenors not yet heard
by this Board
In November CG&F received a Notice of Violation from
the Office of Inspection and Enforcement of the NRC that a
fine of $200,000 was being proposed because of .ailure to
exercise adequate oversight and control of the contractor’s
quality assurance program at the Zimmer Nuclear Station.
We have taken steps to improve our performance in this
area At the same time, we are preparing a response to the
Notice of Violation in which we will attempt to persuade the
NRC that the proposed fine should not be imposed
In order to further strengthen our nuclear operations,
we have added to the Company organization a vice-
president of Nuclear Operations who has extensive nuclear



management experience. His new organization has taker
over, from the contrictor, control of the quality assurance
program, under the supervision of an experienced nuclear
quality assurance managet
When the Zimmer Nuclea: station goes into commercial
operation, our ownership share will provide about 8% of
our total generating capability and will play an important
role in maintaining the reliability of our electric system. It
will also provide power to the customers of its other two
co-owners, The Dayton Power and Light Company and
Columbus and Southern Ohio Electric Company

here is a growing public awareness of the crucial role

ofenergy inall tacets of our modern industrial soci

ety The price and supply of energy cannot be treated
as a problem apart from other problems, such as inflation
the environment, economic growth, and the creation of
jobs for an expanding work force

e increased public understanding of the difficult cir

cumstances under which gas and electric services are
supplied has nurtured a somewhat more reasonable
titude toward necessary rate increases, This is not to say that
high bills are no longer a serious problem. However, this
small improvement in public understanding of the utility
induestry s probiems emphasizes the importance of com

municating with our customers, persistently and clearly. We

will continue to put into sharp tocus the basic fact that our
customers are best served by a financiallv healthy utiliny

CGRE will continue its efforts to communicate factually
with its customers and shareholders. Rising prices for gas
and electricity have made itisere important for us to keep
our customers informed of our efforts to control costs
while we continue to provide reliable service

We have used avariety of methods to reach our custom
ers, including bill inserts, mass mediaads, news briefings
meetings with local editors, meetings with local govern
ment ofhicials, and seminars tor industrial and commercial
CUSLOMETS

We have attempted to relay the facts as we know them
about energy supply and prices. We have also tried to help
our customers with usetul tips on conservation and billing
assistance. In 1982, we expect to continue with a broad
based, but conservative, communications program to
furiher increase awareness of the issues confroniing the
Company and its customers

he long-term econoinic health of this country is an

attainable goal, but will be impossible to reach with

out adequate and reliable energy supplies. The can
cellation and deterral of new electric generating units to

3

William H. Dickhoner

B.John Yeager

meet forecasts of reduced electric demand, without careful
monitoring, could endanger tomorrow's power supplies
I'he tinancial health of the utility industry is clearly in the
national interest, and regulatory barriers to needed rate in
creases today could spell social and economic troubles for
our society in the future. Additionally, the time required to
license and construct generating facilities must be short
ened, and costly and unnecessary government rules and
regulations must be eliminated. As participants in a capital
intensive, regulated utility, all of us — managers, emplovees,
and shareholders alike — must communicate to our elected
government representatives the urgency of these problems

ne of our greatest strengths as & Company hies in

the loval, highly skilled, and motivated people

who work here. A great majority of them play a
multiple role as shareholders, customers, and emplovees of
the Company. Thanks to them, we have achieved our goals
in the past; because of them, we look to the future with
confidence

We are deeply appreciative of our loval emplovees who

continue to demonstrate pride in their task of providing
reliable gas and electric service to our customers. We
are grateful to our shareholders and investors whose sup
port during a difficult period contributes greatly to the
stability and continued success of the Company. We are
confident as we face the future

Sincereh
William H. Dickhoner

President and
Chief Executive Officer

B. John Yeager
Chatrman of the Board

January 27, 1982
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Rate Matters CG&E and its sub
liaries continue to seck rate increases
gularlv to offset inflation and rising
mstruction and financing costs

COKE s earnimgs on common shares In March. 1981, The Public Utlities

Year In Review in 1981 totalled $77.8 million compared Commission of Ohio (PUCO) author
with 1980 earnings of $69 2 million. The zed an annual electric rate increase of
Company experienced relatively flat $50.5 million for CG&E. CG&E filed a
sales of gas and electricity caused b petition for rehearing « ntending that
stagnant economic conditions and mild  the order contained an error in the de
weather in the second half of the vear termination of the authorized increase

Following the rehearing, the PUCO

l‘:l(‘(‘tfi(’ Sales 1ol kilowart 1 in lune. 1981, authorized an additional
(kwh) sales were up 1.8% 1n 1981 lus increase of $5.2 million annually
trial sale vere up 3.9 wer 1980 In April, 1981 the PUCO issued
commercial sales were up 2.2% in spite in order authorizing CG&E to recover
f a cooler summer than the year before 1;l',':m\x7:.m'1 £12 million inunrecov
which meant a considerable loss in air ered gas costs. These unrecovered costs
nditioning sales; and residential sales resulted from the xznp!vnn'!.‘!‘l!l« n of
were down 5.0 from 1980 becaust the new gas cost recovery rule which
f the cooler summer and customet changed the manner in which CG&E
conservation ipplies the purchased gas adjustment
CG&E s electr POWET SVSICm Cus lause
2 tomarily experiences its peak demand On January 27, 1982, the PUCO issued
luring the summer, which it did in 1981 in order authorizing CG&” an an
n July 13 The peak was 3,140 mega nual increase in electric revenues of
watts. Because of the cooler summer i $85 4 million and an annual increase in
1981 than in 1980, this peak was down gas revenues of $19 4 million. The new
0.4% from 1980's peak. However, the ay rates are expected to become effective
erage compound growth rate, whet in early February, 1982, The increases
comparing 1981 s peakto 1979 s peik, is ipproved by the PUC ) represented 639
27 per vear f CG&E's $135 million electric rate re
Our forecast indicates that electric juest and 92% of CG&E's $21 million gas
sales and peak demands are expected to rate request. The PUCO found that a rate
grow on the average ar a rate of approx ol return of 11.80% was fair and reason
imately 3% per vear throughout the able, which included a return of 16.84%
remainder of this decade n common equity. The electric rate re
Juest Was necessary, 1n part, to recover
Total gas sales in 1981 were the fixed charges of the East Bend Sta
mct, 1.1% greater tha tion which became operational in
'he primary reason for the March, 1981, 1o allow the recovery of
INncrease i total gas saleswasa 12.2%n rtion of the cost of fuel used to
CASe | dustrial sales, partally offset generate electricity which cannot be re
by decreases in residential sales of 4 4 vered under the new PUCO tuel ad
mnd in commercial sales of 1.5 iustment clause, and to recover 4 porton
(N IS ( | tinuing to pra f the financing costs associated with the
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1 planned program of modernization mon facilities used in both gas and
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fits Gas Coitrol Center. The Center CILGC OPETaioNnS

Construction expenditures for 1982
Construction Fxpenditures

mnages the gas supply of the entire e expected to be $240 million. Over
. CrVICE Irea ],“ :.| war stafted e next hive vedrs 1982-1986). con
Center arranges for the daily supplh struction expenditures are expected to
f gas and controls the flow of the total $1.178 million, primarily fos
gas throughout the svster electric generating, transmission
Five outlving stations have been mod indd distribution facilities. An estimated
ernized over a five-vear period. Using £119 million will be spent for gas
computerized remote control unis tacilities
these stations control gas flow, change In January, 1981, CG&E sold through
pressure settings, and calculate the i underwriters 300,000 shares of 1252
stantancous gas flow at various locations series $100 par value Cumulative Pre
in the svstem. The Control Center inte ferred Stock and an additional 2 million
grates the entire system into a COmposine shares of common stock at a price ol
center for controlling the functions of $15.25 per share. In May, $100 million
the gas svstem t 10-vear First Mortgage Bonds bearing
interest at a rate of 16% were sold

Construction and Financing through underwriters. The proceeds
I‘H'ni“', O8], CGXE and its subsidiaries from '!}\ g \_Q](\ Were d\(‘«i tO :(’i\_“
invested $£274 million tor both new facil shortterm indebtedness incurred in

- 4 . s ’ ies and the replacement l'~!"',‘L"vhi MINECCT I with our construction pro
ing of existng facilities. Included in the gram and for additional construction
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Shareholders Survey in.com

prehensive survey last year, CG&E's
shareholders expressed their opinions
about Company operations and policies
Approximately 30% of our shareholders
answered our questionnaire

Management was pleased by the high
rate of participation in the survey, and
learned a lot about the owners of the
Company. The information will be use
ful in planning for improved communi
cate ., with our shareholders and in the
formulation of new investor programs
We believe that mutual understanding of
the issues and opportunities facing our
changing industry is helpful to share
holders and managers alike

Many of the questions were designed
to collect the usual demographic infor
mation about our shareholders. In addi
tion, we learned that our owners are
overwhelmingly in favor of CG&E man
agement voicing its opinion on govern
ment actions that affect our business
More than 98% of the shareholders
responding urged us to speak up on
government-industry issues

We learned, too, that 85% of the
shareholders responding believe the

United States should increase its reliance

on nuclear power Itis good to know that
they support our plans to use this
proven technology in order to assure a
dependable supply of electricity for our
customers

It is always interesting to find out
more about shareholders, where they
live and what they do for a living. The
survey shows that CG&E investors are
mature: 55% are 65 vears of age or over,
and 20% are 75 and over Most of them
are retired (53%), and the largest single
category of occupation is Professional

(19%) The next largest occupational
group is Homemaker (13%)

More than a third of our shareholders
live in our home state of Ohio (36%). L
fact, 43% of our shareholders live in
Ohio, Kentucky, and Indiana — parts of
which comprise our service area. With
the high percerntage of retirees among
our shareholders, it is not surprising tha’
a significant number reside in Florida
(10%) and California (6%)

I'he majority of our representative
group of shareholders (68%) own 250
or fewer shares of stock, and 70% rely
on their investments for living ex
penses, either wholly or in part. Three
isucths of them own between 50 and
500 shares; 12.5% own 50 shares or less,
and 12.3% own more than 500 shares
More than half (60%) have annual
household incomes of $30,000 or less,
and 19% have incomes of $15,000 or less
Our typical shareholder is a mature, re
tired professional in modest circum
stances, wh.o depends on investments to
meet daily living expenses.

Current income from dividends was
the most frequently mentioned primary
reason for holding CG&E stock (56%)
A combination of income and long-term
growth was second (37%). A typical
CG&E shareholder has owned CG&E
stock for approximately 5%z years. More
than one-fourth (26%) have owned their
shares for more than 10 vears, and 28%
are newcomers to CG&E ownership,
owning their stock 2 vears or less
Shareholders who have owned their
shares for more than 20 years represent
11% of our shareholders

Our shareholders are independent-
minded investors. More than 40% cited
their own judgment as the primary in
fluence in their decision to buy stock in
our Company. Advice from brokers
accounted for 31% of the decisions
to buy CG&E stock

CG&E owners keep themselves well
informed on matters of business and in-
vestments. Almost 84% are daily readers
of the business sections of their local
newspapers, and 42% regularly read the
Wall Street Journal



Management’s Discussion and Analysis of
Financial Condition and Results of Operations

Results of Operations

The increase in carnings per common share for 1981 compared to 1980 was due to several factors including increases
in electrie rates and increases intotal electric and gas sales volumes. The effect of these increases was partially offset by
depreciation and other costs associated with the first unit at the East Bend Electric Generating Station, which began
commercial operation in March 1981 and are not fully reflected in rates charged 1o CG&E's customers; higher interest
Charges and preferred dividends due to the issuance of additional securities; general inflation which caused increases in
labor and matenial costs; and a larger number of shares outstanding, For further discussion of the effects of inflation, see
Note 11 to the Consohdated Financial Statements

Increases in operating revenues in 1980 and 1981 were primarily due to the operation of fuel adjustment clauses re
flecting changes i the cost of fuel used for electric production, to the operation of escalation clauses reflecting changes
in the cost of gas purchased, to increases in total electric sales volumes during 1980 and 1981, to an increase in total gas
sales volumes in 1981, and to rate increases granted by regulatory bodies

Increases in gas purchased expense resulted from imcreases in average cost per Mot purchased in 1980 and 1981
Increases in fuel used i electric production resulted from increased tuel prices in 1980 and 1981 and from increased
clectric generation in 1951

The increase inother operation expense in 1980 was due to a number of factors including significant purchases of
clectricny, wage imncreases and the general ettects of inflation

Fhe increases in maintenance costs during 1980 largely were attributable to increased maintenance on electric
LONCTatmgt unis

Depreciation expense ncreased i 1981 primarily as a result of an increase in depreciable plant in service

Faxes other than income taxes increased in 1981 primarily as a result of higher public utilities gross receipts taxes
resulting from increased revenues and increased rates

For discussion of the fluctuations in imcome taxes, see Note 1 to the Consohdated Financial Sttements

The allowance tor tunds used during consiruction increased primarily due to the application of the allowance for
funds rate o higher levels of construction work in progress and to an increase, effective January 1, 1980, in the al
lowance tor funds rate from an annual pre-tax rate of 842% 1o a net-of-tax rate of 813% compounded semi-annually

Interest on long term debt and preferved dividends increased due to the issuance of additional securities to finance
4 portion of the constraction program

Reterence s made to “Rate Matters” herein with respect to electric and gas rate matters

Liquidity and Capital Rescarces

Fhe construction expenditures tor CGEE and s subsidianes for 1982 are expected o be $240 million. Over the next
Hve years (1982 1980) construction expenditures are expected to be $1,178 million. CGKE contemplates continuing
debt and equity fimancings in the capital markets: The amount of these financings is subject to the amount and timing of
rate mcreases, sales volumes, changes in construction plans, and market conditions

Short werm indebredness will be used o supplement internal sources of funds for the interim financing of the con
struction program. CGXE and is subsichanies presently have anthorized a maximum amount of short-term indebted
ness of $140 nulhon and $51 nulhon of short werm borrowings were oustanding at December 31, 1981 For further
discussion of financing, see “Construction and Financing ™ herein

The Revenue Dollar 1981
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Consolidated Statement of Income

for the vears ended December 4

Ihe Cincinnati Gas & Flectric Compeany
Ve Nubstdicary Comprarties

 ——

( Thousands of Dollars)

OPERATING REVENUES
Electric
Cras

Total operating revenues

OPERATING EXPENSES
Gas purchased
Fuel used in electric production
Other operation
Maintenance
Provision for depreciation
Faxes other than income taxes (Schedule on page 21)
Income taxes (Schedule on page 21)

Fotal operating expenses
OPERATING INCOME

OTHER INCOME AND DEDUCTIONS
Allowance tor other funds used during construction (Note 1)
Income taxes — credit (Schedule on page 21 and Note 1)
Other —net
Total other income and deductions

INCOME BEFORE INTEREST CHARGES

INTEREST CHARGES
Interest on longterm debt
Other interest
A\mortization of debt discount, premium and expense
AHowance for borrowed funds used during construction — credit (Note 1)
Not interest charges
NET INCOMI
Preferred dividends

FARNINGS ON COMMON SHARES

AVERAGE NUMBER OF COMMON SHARES OUTSTANDING (000 ominted)
FARNINGS PER COMMON SHARE
DIVIDENT S DECLARED PER COMMON SHARI

The accompanving notes are an itegral part of the financial statements

1981

$ 683,09
398,383

1,081,473

314,076
263,469
107,711
70,581
62,589
82,603
47 814
948 843

132,630

33,538
12,363
1,822

47,723
180,353

89,103

4,785

193
(16,187)

77.894

102,459

24,634

$ 77828

33,830
$ 2.30

$ 2.08":

1980)

£599 142
355,893

955,035

280 168
234,938
109877
65.131
52,740
65,542
36,942
845,338

109,697

31.051
10,264
2,187
13.502
153.199

73 484
3529
59

(13.854)

063,218
89981
20,798
$ 69,183

1979

$318916
306910

825826

232055
216,279
B3673
50,337
49,711
39941
21,442
713,438
112,358

19218
(442)
1.056

190842
132,220

651,052
2977
20
(17577)
46472
85,748
15,924

£ V824

26 904
£ 259
£ 1.96

ind schedules




Consolidated Statement of Sources of Funds for Construction Expenditures

for the years ended December 41

( Thousands of Dollars)

SOURCES OF FUNDS
Operatons
Net income

Non-cash provisions deducted in arriving at net income
Deferred electric fuel costs —net
Dieterred gas costs — net
Depreciation
Deterred imcome taxes — net
Investment tax credits — net
Toral allowance for funds used during construction

Funds provided by operations
Less — Dividends declared on common shares
Dividends declared on preferred shares

Net Funds provided by operations

Financing
Common shares
Public offering
Dividend Reinvestment and Stock Purchase Plan
Emplovee Incentive Thrift Plan
Emplovee Stock Ownership Plan
Cumulatn & preferred shares
First mortgage bonds
Other long-term dex
Repavment of longterm debt
Increase (decrease) in shortterm debt — net

Funds provided by financing

Other Sources of Funds —net
Decrease (increase ) in net current assets
(excluding short-term debt and temporary investments)
Decrease (increase ) in temporary investr. onts
Retunds trom gas suppliers received (distributed) — net
Other —net

Funds provided from other sources

Total Funds for Construction from above Sources
Total Allowance tor Funds used during Construction

CONSTRUCTION EXPENDITURES

The accompany ing naote

15

1981

$102,459

(3,022)
(14,190)
62,589
21,310
17,454
(49,725)

136,875
71,129
24,634

41.112

30,500
3,596
5571
5,862

30,000

110,500
12,826
(2,013)

(17,390)

179,452

8713
(150)

4,406
(9,656)

3,313

223877
49,725
$273,602

ire an integral part of rhe

1980

$ 89 98]

(2.820)
52,740
3904
20,438

(44,905)
119,338
63,583
20,798
34957

54.825
3.359
4.667
5.895

50.000

100,000

5,149
(611)
(8,073)

215,211

(141)
300

(6,493)
8218

1.884

252052
44908
£296.957

1979

$ 85.748

49711
150
24,719
(36.,795)
123,533
52964
15,924

54.645

2,210

3 885

2859

100,000

18,109
(5.545)

53,705

205,223

(43.389)
2.6066
12,100
1,258

(27,365)

232503
36,795
$£269 298

financ il statements and schedules



Consolidated Balance Sheet The Cincinnati Gas & Flectric Company

December 31, 1981 and 1980 nd Stbsidiciy Compearnies

(Thousands of Dollars) 1981 1980

ASSETS

PROPERTY, PLANT AND EQUIPMENT, at original cost (Notes 2, 7 and 8)
In service —

Electric $1.801,183 $1.4570%4

Gas : 245,230 229511
Common 39,726 38,125
2,086,139 1,725,320

Less — Accumulated provisions for depreciation 579,429 529,209

Net property, plant and equipment in service 1,506,710 1,196,111
Construction work in progress 670,983 773,763
2,177,693 1,969 874

OTHER PROPERTY AND INVESTMENTS 10,424 9502

CURRENT ASSETS

Cash (Nowe 6) 4,832 5,698
Construction funds (pollution control) held in escrow - 2514
Accounts receivable, less accumulated provision of $3,286,000 in

1981 and £2.5810.000 in 1980 for doubtful accounts 120,278 99,502
Materials, supplies and fuel at average cost —

Fuel tor use in electric production : 53,505 74,785

Other 37,045 31.081
Faxes applicable to subsequent year 36,013 33479
Prejasvments . 34,341 26,595
Othe 4 619 337

286,633 273,991
OTHER ASSETS

Deterred gas costs 16,162 2808
Other 10,595 6093
26,757 8,901

$2,501,507 $2262208

The dccompanty ing notes are an intestral part of the financial statements and scledules
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Consolidated Balance Sheet The Cincimnati Ges & Electric Compeny

December 51, 198] and 1990 Yrad Srbnaddeary Compeanies
e

(Thousands of Dollars) 1981 1980

LIABILITIES AND SHAREHOLDERS' EQUITY

CAPITALIZATION (Schedules on pages 19 and 20)

Common sharcholders” equity $ 678400 § (283K
Cumulative preferred shares (Note 4)—
Not subject o mandatory redemption 200,000 200,000
Subject 10 mandatory redemption 80,000 50,000
Longterm debt (Note 2) 1,049,646 048 864

2,008,046 1,827,002

CURRENT LIABILITIES

Current portion of bonds \ 20,050 1,450
Notes pavable (Note 6)— bank — 22800

—commercial paper 51,102 45,790

- other 580 518
Accounts pavable 94,801 85,565
Dividends payvable on common shares 18,099 16,055
Dividends pavabic on preferred shares 6,195 5,256
Accrued taxes 65,930 60 846
Accrued interest on debr : 17,293 14,295
Other current and accrued liabilities 18,486 17,582

292,536 270,157

DEFERRED CREDITS AND OTHER

Deterred income taxes 57,275 38,190
Investment tax credis 124,149 106,695
Other habihines and deferred credits 19,501 20,224

200,925 165,109
$2.501,507 $£2262208

The acoomgans ing Nobes are an mtegral part of the iimnanaal statements and schedules
] S ]
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Consolidated Statement of Changes in Shareholders’ Equity

for the vears ended December 5§

( Thousands of Dollars) 1981

COMMON SHARES
Balance, beginning of year
$8.50 par value of 2991 939, 4,241,124 and 481,403
shares sold in 1981, 1980 and 1979, respectively

Balance, end of vear

PREMIUM ON COMMON SHAKES
Balance, beginning of vear
Premium on sale of common shares

Balance, end of vear

RETAINED EARNINGS
Baliance, beginning of vear
Net income
Cash dividends declared on capital 8" Les —
Cumulative preferred (See page 19 for rates)
Common (See page 14 or rates)

Balance, end of vear

CAPITAL STOCK EXPENSE
Balance, beginning of year
Common stock expense
Preterred stock expense

Balance, end of vea

CUMULATIVE PREFERRED SHARES
Balance, beginning of vear
Sale of 300.000 and 500,000 shares in 1981 and 1980, respectively

Balance, end of vear

The accompanying «
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1980 1979
$267,533 231484  $227392
25,432 36,049 4092
$292.965 267 533 231,484
$177,627  $144930  $140,0068
20,097 32697 4862
$197.724 $177,627 £144.930
$196,530 $190930  §£174.070
102,459 89981 85,748
(24,634)  (20,798)  (15924)
(71,129) (63.583) (52,964)
$203,226 £196,530 $£190,930
$ 13552 $ 10840 £ 10715
1,386 2050 125
§$77 662 -
$ 15515 £ 13552  § 10840
$250,000 $200.000 200,00C
30,000 50.000 s
$280,000 250.000 $200.000
s are an integeal part of the Boang tal sttements anad sChedules



Schedule of Shareholders’ Equity

Decembier 31, 1981 and 19%0

The Cincinnati Gas & Flectric Company
nid Subsidiary Compranies

| SCmm——
(Thousands of Dollars) 1981 1980
COMMON SHAREHOLDERS EQUITY
Common shares, par value $8.50 per share (Note 3)—
Authorized — 60,000,000 and 40,000 000 shares, respectively
Outstanding — 34,466,462 and 31,474,523 shares, respectively , $292,965 $267,533

Premivm on common shares
Retained earnings
Capital stock expense

Fotal common shareholders” equity

197,724 177,627
203,226 196,530
(15,515) (13.552)

$678.400 $628.138

CUMULATIVE PREFERRED SHARES, par value $100 per share (Note 4)—
Authorized — 6,000,000 and 3,000,000 shares, respectively

Oustanding —not subject to mandatory redempiion

46 series — 270,000 shares (redeemable, upon call, ar $108) $ 27,000 § 27000
A% senes — 130,000 shares (redeemable, upon call, at £101) . 13,000 13,000
9 30% series — 350,000 shares (redecmable, upon call,

prior to July 1, 1985 at $105; reduced amounts thereafter) . . : 35,000 35,000
T A% seres — 400 000 shares (redeemable, upen cail,

prior to April 1, 1982w $105; reduced amounts ihereafter) . 40,000 40,000
9 28% series — 400,000 shares (redeemable, upon call,

prior to July 1, 1984 at $100; reduced amounts thereafter) . 40,000 40,000
9.52% sertes — 450,000 shares (redeemable, upon call,

prior o January 1, 1956 at $106; reduced amounts thereatter) . 45,000 45,000

Outstunding — subject o mandatory redemption

200,000 200,000

10 20°% series — 500,000 shares (redeemable, upon call,

prior to January i, 1985 at $110.20; reduced amounts thereafter) . s 50,000 50,000
1252% series — 300,000 shares (redeemable, upon call,
prior to January 1, 1986wt $112.52; reduced amo . as thereafter) , : , 30,000 -

Fotal cumulative preterred shares
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80,000 50,000
$280.000 250,000

The accompanying notes are an integral part of the financial stements and schedules



Schedule of Long.']brm Debt The Cincinnati Gas & Flectric Company

December 31, 1981 and 1980 And Subsidiary Companies

(Thousands of Dollars) 1981 1980

The Cincinnati Gas & Electric Company
First mortgage bonds —

344 % series due 1982 . $ 20,000 § 20000
3% % series due 1983 A ‘ 20,000 20,000
44 % series due 1987 ‘ 25,000 25,000
5 % series due 1990 | . ‘ 30,000 30,000
16 % series due 1991 . : 100,000 ~
43 % series due 1992 . : 25,000 25,000
5% % series due 1997 ) . 30,000 30,000
M % series due 1999 . T . 50,000 50,000
8% % series due 2000 ; : o . 60,000 60,000
T3 % series due 2001 . = o 60,000 60,000
8% % series due 2003 v . . . 60,000 60,000
9.15% series due 2004 _ 60,000 60,000
0 85 % series due 2005 B e , . oS 60,000 60,000
8.55% series due 2006 _ s, 7 , : e 75,000 75,000
9bs % series due 2008 . 75,000 75,000
10 % series due 2009 . . 100,000 100,000
12 % series due 2010 : 100,000 100,000

950,000 850,000
Less 3Ya% series due 1982 S . . . . 20,000 —

930,000 850,000

Notes pavable —

4% due through 1984 o v o 1,461 1.890
6% 10% due through 1984 ‘ v e . 137 76
Other long term debt —
6.70% due 1997 through 2006 . : . ‘33 10,000 10,000
T10% due 2004 10,500 10,500
7.20% due 2005 through 2009 , 37,500 37,500
4 % due 2000 , . : A 5,000 5,000
T2 % and 7% due 1999 through 2009 . , e 12,721 —

1,007,319 914966

The Union Light, Heat and Power Company
First mortgage bonds —

33 % series due 1981 . - 1,400

342 % series due 1984 . \ . 1,500 1,500

5 % series due 1989 . . , , 6,100 6,100
153% series due 1988 through 1991 : 10,000 —

M % series due 1993 . 6,500 6,500

8 % osenies due 2003 10,000 10,000

92 % senes due 2008 10,000 10,000
44,100 35,500

Less 3% series due 1981 - 1,400
44,100 34,100

Other Subsidiary Companies’ Delbr ‘ 863 468
Unamortized premium and discount (net) (2,636) (670)
Total long term debr $1,049,646 £U48 864

The accompanyving notes are an integral part of the inancial statements and schedules



Schedule of Taxes The Cincinnati Gas & Electric Company

And Sub Com »
for the years ended December 31 And Subsidiary Companies

(Thousands of Dollars)

TAXES OTHER THAN INCOME TAXES
Property "

Public Utility Gross Receipts

Payroll ]

Other

INCOME TAXES
Included in operating expenses —
Currently payable
Deterred — net
Accelerated amortization
Liberalized depreciation
Contingent gas revenues
Gaas costs
Other
Investunent tax credits — net

Total

Included in other income and deductions —
Currently payable
Deterred — net
Total
Total provision

Analysis of provision
Federal mecome taxes
SEte Income taxes

COMPUTATION OF FEDERAL INCOME TAX PROVISION
Pre tax income

Tax at statutory Federal income tax rate applied to pretax income |
Reductions in Federal income taxes resulting from —

Allowance for funds used during construction

which does not constitute taxable income

Excess of tax deprecianon over book depreciation

Cost of removal for property retired

Amortization of investment tax credits

Other — net

Federal income tax provision

1981

$ 34,424
40,627
5,616
1936

$ 82,603

$ 8,099

(463)
8,995
3,036
6,660
3,082

18,405

47814

(12,317)

(46)

(12,363)
$ 35,451

$ 35,132
319

$ 35,451

$137,591
$ 63,292

(22,874)
(1,035)
(1,17%)
(2,105)

971
$ 35,132

1980

$ 32304
27010
4,356
1,872

$ 65,542

$§ 9231

(462)
4,109
(3,036)
1,294
1,999
23 807

36,942

(10,218)
(406)

(10,264)

$ 26,678

$ 26023
655

$ 26,678

$116,004
$ 53.362

(20.657)
(3,244)
(1,061)
(1,777)

(600)
$ 26023

1979

$ 28396
25,904
3,850
1,791

§ 59941

$ (6,708)

(563)
1,061

R

(3%6)
28,000
21,442

489
- .(,,* 7 )
442

$ 213884

$ 21269
615
$ 21884

$107,017
$ 49228

(16,926,
(5,885)
(1,190)
(1,503)
(2,455)

$ 21.269

The accompanving notes are an mtegral pant of the financial staterments and schedules



Notes to Consolidated Financial Statements
The Cincinmatt Gas & Flectric Comperny
And Subsicdary Companies

(1) Summary of Significant Accounting Policies:

COGXE and its subsidiaries follow the Uniform Systems of Accounts prescribed by the Federal Energy Regulatory Com-
mission (FERC ) The more significant accounting policies are summarized below:

Principles of Consolidation: All subsidiaries of CG&F are included in the consolidated staiements. Intercompany items
and transactions have been eliminated.

Utility Plent: Property, plant and equipment is stated at the original cost of construction, which includes payroll and re-
lated costs such as taxes, pensions and other fringe benefits, general and administrative costs, and an allowance for funds
used during construction.

Revenues and Fuel Revenues are included in income as billed to customers on a cycle basis. CG&E charged to expense
the cost of gas as it was purchased and the cost of fuel used to generate electricity as it was consumed prior to January
1980 and july 1981, respectively. Effective in January 1980, The Public Utilities Commission of Ohio (PUCO) imple-
mented a rule which changed the manner in which CG&E applies the purchased gas adjustment clause. Effective July
1981, the PUCO implemented a rule which allows changes to be made in the electric fuel adjustment charge every six
months, following hearings by the PUCO. In conjunction with these changes, CG&E began expensing purchased gas
costs and the cost of fuel used in electric production as recovered through revenues and began deferring the portion
of these costs recoverable or refundable in future periods.

Depreciation and Maintenance. The companies determine the ir provision for depreciation using the straight-line
method and by the application of rates to various classes of property, plant and equipment. The rates are based on
periodic studies of the estimated service lives of the properties. The percentages of the annual provisions for de-
preciation to the weighted average of depreciable property during the three vears ended December 31, 1981,
were equivalent to

1981 1980 1979
Fleotr 34 33 34
Cuats 29 29 29
Common 2.3 23 22

All expenditures for maintenance and repairs of units of property, including renewals of minor items, are charged to
the appropriate maintenance expense accounts. A betterment or replacenient of a unit of property is accounted for as
an addition and retirement of property, plant and equipment. At the tume of such a retirement, the accumulated provi-
ston for depreciation is charged with the original cost of the property retired and also for the net cost of removal.

Income Taxes. For mcome tax purposes, COG&E and its subsidiaries use liberalized depreciation methods including ADR
depreciation and cost of removal deductions. For property placed in service after 1980, CG&FE and its subsidiaries utilize
the Accelerated Cost Recovery System (ACRS) provided tor by the Economic Recovery Tax Act of 1981 In February 1980,
pursuant to a PUCO rate order, CG&E began providing for income tax deterrals resulting from the use of liberalized tax
deprecianion for property additions from October 1978 forward. CG&E does not provide for income tax deferrals re
sulting from the use of hberalized depreciation methods for property additions prior to October 1978 in accordance
with an order of the PUCO . Based on a decision of the Supreme Court of Ohio, CG&E will be allowed to collect ihrough
future rates the income taxes pavable in the future as a result of currently using liberalized depreciation methods for
pre-October 1978 property additions. CGXE and its subsidiaries provide tor deferred taxes arising from the use of
liberalized depreciation for operations regulated by utility commissions other than the PUCO.

In lanuary 1980, pursuant to a PUCO rate order, CG&E began allocating the tax benefits assoctated with borrowed
funds used during construction to other income and deductions rather than as a reduction in income taxes included in
OPCTating exXpenses

Investment tax credies are deferred and amortized over the estimated useful lives of the applicable properties. CG&E
estimates that it has an unused investment tax credit carrvforward of approximately $5 million which can be used o
reduce its future Federal income tax liability
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Kettrement Income Plan. CG&E and its subsidiaries have a trusteed non-contributory retirement income plan covering
substantially all regular employees. The total accrued pension expense, including administrative expense, for 1981, 1980
and 1979 was $4,380,000, $6,300,000 and $5,310,000, respectively, which includes amortization of the unfunded actuarial
liability over periods ranging from 15 to 40 years. The pension expense for 1981 reflects an increase in benefits for re-
tired participants and beneficiaries and changes in actuarial assumptions (principally assumptions for future wage levels,
assumed rate of return on investments, and rates for projecting Social Security benefits ). The net effect of these changes
was 1o reduce pension expense for the yvear by approximately $2.8 million. The companies make annual contributions
to the plan equal to the amounts accrued for pension expense (exclusive of administrative expenses which are paid
directly by the companies ). Accumulated plan benefits and plan net assets at the date of the most recent actuarial eval-
uation are as follows:

January 1, 1981
(Thousands)
Actuarial present value of accumulated plan benefits (based on salary rates
and years of service ar present time and does not include the additional
actuarial lability for future service and salary increases)

Vested . $ 89,000

Nonvested 5.000

$ 94,000

Net assets at market value available for benefits . $163,000

The assumed rate of return used in determining the actuarial present value of accumulated plan benefits as of
January 1, 1981 was 7.5%.

Allowance for Funds Used During Construction: The applicable regulatory uniform systems of accounts define
“allowance for funds used during construction” (AFC) as including “the net cost for the period of construction of
borrowed tunds used for construction purposes and a reasonable rate on other funds when so used.” This amount of
AFC constitutes an actual cost of construction and, under established regulaiory rate practices, a return on and recovery
of such costs heretofore has been permitted in determining the rates charged for utility services. AFC was accrued at an
annual pre-tax rate of 812% for 1979, and at a net-ot-tax rate of 8%4% compounded semi annually for 1980 and 1981

(2) Long-Term Debt:

Under the terms of the respective mortgage indentures securing first mortgage bonds issued by CG&E and its sub-
sidiaries, substantially all property is subject to a direct first mortgage lien, except that a portion of CG&E's headquarters
property is pledged as collateral for a purchase-money 4% note payable in installments through 1984,

Improvement and sinking fund provisions contained in the indentures applicable to the First Mortgage Bonds of
CGXE and Union Light, except CG&E's 12% Series due 2010 and 16% Series due 1991 and Union Light's 153%% Series
due 1991, require deposits with the Trustee, on or betore April 30 of each vear, of amounts in cash and/or principal
amounts of bonds equal o 1% ($7,641,000) of the principal amount of bonds of the applicable series originally out-
standing less certain designated retirements.

In licu of such cash deposits or delivery of bonds and as permitted under the terms of the indentures, the companies
have been following and plan to continue the practice of pledging unfunded property additions to the extent of 16624%
ot the annual sinking fund requirements.

The amount of maturities of Notes Pavable during the next five vears will be approximately $580,000 in 1982,
$570,000 in 1983, and §1,040,000 i 1984 First Mortgage Bonds of either CG&E or Union Light will mature as follows:

20 million in 1982; $20 million in 1983, and $1.5 million in 1984. The annual sinking fund requirements with respect to
the First Mortgage Bonds of Lawrenceburg Gas Company range from $50,000 to $100 000 in 1982 through 1986. The
amounts due during the 12 months after the balance sheet date are reflected in Current Liabilities in the accompanying
Balance Sheet
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(3) Common Stock:

CO&E issued authorized but previously unissued shares of Common Stock pursuant to three plans as follows:
Shares Reserved

Shares issued for Issuance at
1981 1980 December 31, 1981
Dividend Rewnvestment and Stock Purchase Plan 235,541 208510 1,300,244
Employee Incentive Thrift Plan 365,242 286225 1337416
Employee Stock Ownership Plan 391,156 540,489 205 K78
991,939 541,124 2933 538

Reference is made to “Construction and Financing  herein for information concerning the proposed sale of
additional common stock on or about February 10, 1982

(4) Cumulative Preferred Stock — Subject to Mandatory Redemption (Redeemable Preferred Stock):

The Cumulative Preferred Stock, 10.20% Series and 12.52% Series are subject to mandatory redemption in an amount
sufficient to retire on each January 1, beginning in 1985 and 1987, respectively, 15,000 shares and 9,000 shares, respec-
tively, at $100 per share plus accrued dividends, and CG&E will have the noncumulative option to redeem up to a like
amount of additional shares in each year. CG&E will have the option to satisfy the mandatory redemption requirement
in whole or in part by crediting shares of the applicable series acquired by CG&E. To the extent CG&E does not satisfy
its mandatory sinking fund obligation in any year such obligation must be satisfied in the succeeding year or vears. If
CG&E is inarrears in the redemption of either series pursuant to the mandatory sinking fund requirements, CG&E shall
not purchase or otherwise acquire for value, or pay dividends on, Common Stock

Under a restriction imposed by CG&E's Articles of Incorporation which requires consolidated income (as defined)
to be at least 1V2 times the sum of annual interest charges on consolidated debt and annual dividend requirements on
preferred stock, COG&E would have been able to issue approximately 140,000 additional shares of preferred stock on
December 31, 1981

(5) Rates:

Reference is made to Rate Matters” herein with respect to electric and gas rate matters.

(6) Compensating Bank Balances and Notes Payable:

Substantially all of the cash balances of CG&E and its subsidiaries are maintained to compensate the respective banks for
hanking services and to obtain lines of credit; however, no specific amounts have been designated as compensating bal-
ances and CG&E and its subsidiaries have the right of withdrawal of such funds. Unused lines of credit under agree-
ments in effect at December 31, 1981, totaled $65 mullion. The maximum amount of outstanding short-term notes pay-
able, including commercial paper, authorized by CG&E's Board of Directors and approved by the PUCO to be incurred
at any time in 1982 is $125 million and, in additon, FERC authorized Union Light to issue 4 maximum of $15 million of
shortterm notes payable through December 31, 1982
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(7) Common Ownership of Electric Utility Plant:

CG&E's share at December 31, 1981

% Property, Plant Accumulated  Construction
owned by  and Equipment, Provisions for Work in
CG&E in service (a) Depreciation  Progress (b)

(8) Commitments and Litigation:




(9) Quarterly Financial Data (Thousands):

Average
Number of
Towal Earnings on Common Earnings per
Operating Operating Net Common § Common
Quarter Ended Revenues Income Income Shares Outstanding Share
March 31, 1980 $ 304210 § 36246 $ 33221 $25.192 29,583 $ 95
June 30, 1980 205610 22 348 17,590 12334 A(),.839 40
September 30, 1980 208 94K 30,091 24071 18815 31,219 60
December 31, 1980 236,267 21,012 15.099 9,842 31,418 31
$ 955035 $109.697 £ 50 98] $69.183 (a)
March 31, 1981 $ 333762 $ 47,295 $ 41,723 $35674 32916 $108
fune 30, 19%] 234417 24404 17.153 10,958 33825 32
September 30, 198] 235902 33063 24625 18,430 34,175 54
December 31, 1981 277392 27 B6K 18958 12,763 34.403 37
10814753 £132.630 $102 459 $77 825 (a)
Ca) Total does not equal annual earnings per share due to change in shares outstanding
(10) Financial Information By Business Segments (Thousands of Dollars):
Operating Operating Income Provision for Construction
Revenues Income Taxes Depreciation Expenditures (a)
Year Ended December 31
Electric g 518916 $ 95258 $14.319 £43 458 $256,771
Cras 06910 17130 123 6353 12.731
Total § R2I5826 $112.388 $2]1 442 $49.711 $269.502
Year Ended December 31
Eleciri $§ 399142 $ 95735 $31.2583 $46,019 $276.655
Gas 355 K03 13962 5.639 6721 19834
Total $ 9USS035 £109697 £36942 $352 740 $£2006 489
Year Ended December 31, 1951
Flectri $ OX3.000 $118.623 £43.629 $55742 253,495
Cras 398,383 14,007 185 6847 19.206
Fonal $1.081473 $£132.630 $47 814 $62 589 272,701
() Excludes construction expenditures for non-utility plant of $(204.000) in 1979, $468,000 in 1980, and $901 000 in 1981
Years Ended December 31
1981 1980 1979
Property, Plant and Equipment, net
Flectri $2,004,948 $1.508 530 $1.580.541
Gras 172,745 161 344 148,302
2,177,693 1969874 1,728.843
Other Corporme Assets 323814 292394 251992
Total Assets $2,501,507 $2.262.268 $1 980,835

(11) Supplemental Information Concerning the Effects of Inflation (Unaudited):

e estimates of the effects of Diflation on the operations of CGKE and its subsidiaries, as set forth below, were pre-
pared on the basis prescribed by the Financial Accounting Standards Board (FASB) Statement No. 33, “Financial Report-
ing and Changing Prices” This Statement requires adjustments to historical costs o estimate the effects that general infla-
ton, “Constant Dollar” and changes in specific prices, “Current Cost,” have had on the Company's results of operations
Mhis data is not intended as a substitute for earnings reported on a historical cost basis. It offers some perspective of the

Appr
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Statement of Income Adjusted for Changing Prices
For the Year Ended December 31, 1981

Constant Dollar Current Cost

Conventional Average Average
Historical Cost 1981 Dollars 1981 Dollars
(Thousands of Dollars)
Total operating revenues $1.081.473 §1.081473 $1.081.473
Gas purchased 314076 314076 314,076
Fuel used in electric production 263,469 263,469 263469
Provision for depreciation 62,589 123860 138,713
Other operatng expenses 260,895 260,895 260,895
Income taxes 47 R14 47814 47 814
Total other income and deductions (47,723) (47,723) (47,723)
Net interest charges ; 77.8%4 77894 17894
| 979,014 1.040.285 1,055.138
Net income 102 459 41,188 26,335
Preferred dividends 24634 24,634 24.634
Earnings on common shares § TTRS $ 16554(a) $ 1,701
Increase in spectfic prices (current cost) of property, Pl.lnl
and equipment held during the year (b) § 440,388
Reduction to net recoverable cost $(116.547) (194,996)
Effect of increase in genera! price level (347,086)
Excess of increase in general price level over increase in
specific prices, after reduction to net recoverable cost (101.694)
Gam from decline in purchasing power of net amounts owed 121 856 121 856
Net $ 5309 $§ 20162

ta) Including the reduction to net recoverable cost, the earnings on common shares on a conssat dollar basis
wotild have been $099.993 000) tor 1981

(h) At December 31, 1981, current cost of property, plant and equipment, net of accumulated depreciation,
was $4.371,112.000 whiie historical cost was $2,177 693,000

Five-Year Comparison of Selected Supplementary
Financial Data Adjusted for Effects of Changing Prices

Years Ended December 31
1981 1980 1979 1978 1977

(Thousands of Average 1981 Dollars, Except as Specified)
Total operatng revenues

Actual $1,081,473 § 955035 § B25826 $ TT2676 $ 689866
Adjusted o average 1981 dollars $1.081,473 £1054.099 $1034752 $1077.159  $1.035.369

Constant dollar information

Earnings on common shares

$ 16554 § 14131 § 32082
Earnings per common share $ 49 ¢ L ST 119
Net assets at vear end at net recoverable cost $ 656,470 § 0661402 § 660243
Carrent cost information
Earnings on common shares $ 1,701 ¢ 3175 § 15844
Farnings per common share $ L8 8 15 8 59
Excess of increase in general price level over increase in
specific prices, after reduction to net recoverable cost $ 101,694 § 168982 § 179850
Net assets at vear end at net recoverable cost $ 656,470 § 061402 § 660243
General information
Gan from dechne in purchasing power of net amounts owed $ 12185 § 164123 § 166912
Cash dividends declared per common share
\otual $ 208 §$ 204 $§ 19 $§ 190 £ 79
Ajusted o average 1981 dollars $ 2085 ¢ 225 $ 245 £ 265 $§ 268
Market price per common share at year end
Actual $ 15750 $ 15250 $ 16625 $ 20000 $ 23125
Adjusted 1o average 1981 dollars $ 15241 $ 16076 § 19698 $ 26851 § 33849

Average consumer price index 2724 2468 2174 195.4 1815




Property, Plant and Equipment (Plant) Esumated plant primarily consisting of plant in service and construction work in
progress, was determined in constant dollars by applving the Consumer Price Index for All Urban Consumers to the his-
torical cost of plant. The current cost estimates were determined by applying the Handy-Whitman Index of Public Utility
Construction Costs to plant accounts. Current cost is an estimate of the cost of currently replacing existing plart. The
resulting adjusted data for plant under either of the above methods is not indicative of the Company's future capital re-
cuirements because the actual replacement of existing plant will take place over many vears and is not likely to be a
reproduction of presently existing plant

The difference between current cost and the constant dollar data results from specific prices of plant increasing at a

ate different from the rate of general inflation

Accumudated Depreciation: The accumulated provisions for deprecianon under both of the methods described above
were developed by applving the same percentage relationship that existed between gross plant and accumulated provi-
sion tor depreciation on a historical cost basis to the respective adjusted plant data

Deprectation Expense. Depreciation expense for both methods was determined by applyving the Company’s deprecia-
tion rates to the respective indexed plant amounts

Wratedown of Property, Plant and Equipment to Net Recoverable Cost. The regulatory process limits the Company to
the recovery ot the historical costof plant in its rates. Therefore, any excess of the value of plant stated in constant dollars
or current cost must be reduced to the net recoverable cost, which is historical cost. The amount of this excess that oc-
curred in the current year s reflected as a writedown of plant to net recoverable cost.

Gain from the Decline in Purchasing Power of Net Amownts Owed. The Company. by holding assets such as cash, re-
cevables, and inventory, loses purchasing power during periods of inflation because the amount of cash received in the
tuture tor these items will purchase less. Conversely, by holding monetary liabilities, primarily long-term debt, the Com-
pany benetits because the pavment in the future will be made with dollars having less purchasing power. The Company
has significant amounts of long-term debt outstanding which will be paid back in dollars having less purchasing power
and therefore, for purposes of these calculations, has a net “gain” from holding monetary liabilities in excess of mone-
LArY asscts

Other Items As permitted by FASB Statement No. 33, items in the income statement, other than depreciation expense,
were not adjusted. The cost of tuel used in electric production and gas purchased were not adjusted because the effect
on earnings on common shares was not material due to the relatively short turnover period.

The regulatory process imits the amount of depreciation expense included in the Company's revenue allowance and
the amount of plant in rate base to the original cost investment. Such amounts produce cash flows which are inadequate
to replace such property in the future or preserve the purchasing power of common equity capital previously invested.
While this effect is mitigated by the benefit derived from holding long-term debt and preferred stock, the Company’s
common sharcholders experienced a reduction in reported historical earnings as a result of inflation which can only be
overcome by obtaning adequate rate rehief. However, the Company expects that it will be able to establish rates which
will cover the increased costs of new plant




Auditors’ Report
To the Shareholders of The Cincinnati Gas & Electric Company:

We have examined the consolidated balance sheet and schedules of shareholders” equity and long-term debt of THE
CINCINNATI GAS & ELECTRIC COMPANY (an Ohio corporation ) and its subsidiary companies as of December 31, 1980,
and December 31, 1981, and the related consolidated statements of income, changes in shareholders’ equity, and
sources of funds for construction expenditures and schedule of taxes for each of the thiree years in the period ended
December 31, 1981, 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 accompanying consolidated financial statements and schedules referred to above present fairly the
financial position of The Cincinnati Gas & Electric Company and its subsidiary companies as of December 31, 1980, and
December 31, 1981, and the results of their operations and their sources of funds for construction expenditures for each
of the three vears in the period ended December 31, 1981, in contormity with generally accepted accounting principles
apphed on a consistent basis

Arthur Andersen & Co.
Cincinnati, Ohio,
January 25, 1982,

First  Second  Third  Fourth
Quarter Quaner Quarter Quarter

Sale Prices of CO&E's Common
Stock Stk Symbaol —CINY

1980 — High 17 190y 190% 12"
- Low 14% 15 1544 14

1981 — High 17 loba 1644 1642
—Low 14 14 1% 142

Divicdends Declared
per Common Share m
1980 $51 $51 $51 $51
1981 §£51 $5214 $52% §$s2W



Consolidated Statistics: 1971-1981

GENERAL

ELECTRIC
DEPARTMENT

GAS
DEPARTMENT

8 Nae 10 the (

30

Earnings on common shares ¢ $000 omitted )

Average number of common shares oustanding (000 omitted )
Earnings per common share (§)

Cash dividends declared per common share ($)

Pav out ratio (%)

Total assets ($000 omitted )

Construction expenditures ( $000 omitted )

Plant retirements ($000 crmitted )

Longterm debt and redeemable preferred stock ($000 ominted )

Electric revenues ($000 omitted )
Resideniial
Commercial
Industrial
All other
Total revenue
Electric sales (million kwh)
Residential
Commercial

Industrial
All other

Total sales

Number of customers December 31
Awerage annual sales per residential customer (kwh)

Electricity generated — net (million kwh)
Electricity purchased and interchanged — net (million kwh)

Total available (million kwh)

KW capability at 12/31 —net (thousand kw)
System peak load — net (thousand kw)
Fuel cost per kwh generated (cents)

Bru per kwh sendout

Load factor — electric

Gas revenues ( $000 omitted )
Residential
Commercial
Industrial
Al other

Total revenue

Gas sales (million cu. ft)
Residential
Commercial
Industrial
All other

Total sales
Annual degree days — billing

Number of customers December 31
Veerage annual sales per residential customer (thousand cu. ft)

Gas purchased (million cu. )
Gas produced (million cu ft)

Total avatlable (million cu ft)
Svstem maximum day sendout (mithon cu ft)
Average cost per Mot purchased (cents)
Mean temperature on maximum day (°F)
Load tactor —gas

onsohdated Finanoal Statements tor addional financal idormation by business segments

1981

77,825
33,830
2.30
2.08'"2
90.7
2,501,507
273,602
14,662
1,129,646

245,198
180,584
185,188

72,120

683,090

5,117
3,407
4.666
1,596
14,786

596,849
9,592

15,583
215
15,798
4,266
3,140
1.7i5
10,441
56.6

174944
78,931
127,335
17,173

398,383

43,714
20,764
”'“ l
3916
104,735
5,481
366,725
133

106,111
92
106,203
T84
296.0

6

371

1980

69,183
30.765

N

v v
-

2
()
9

b

22622068
296,957

10,943
998 864

222952
157,551
159,051
39,588
599,142
S277
3,333
4,493
1416

14,519
591,459
9,994

14.664
942
15,606

3867
3,154
1.602
10,364
56.2

166271
72,462
100,383

16777

355,893

45,740
21.071
32,390
4,403
103,610

5.686
365313
140
106,541
12
106,553
736
2630

10
395



-

1979

69824
26,964
2.59
1.96

980 835

269,298
13,802
B46H.652

186,216
135,705
146, 49%)

50 505

518916

4822
3,182

4,75
1327

[a.088
5831958
9303

14879
240
15,119
4 880
2978
1 454
10 400
S°R

143057
O1.1066
X9 250
12837
06910

8213
21 837
15.929
0%
110083
S.004
361,190
149

L] 890
28
11918

- -

+
207 4
13

10

1978

61 808
24253
254

1 90

748
1.719273
206876
8371
698974

180,476
129402
136,903

46,542
193,323

4,728
3069
4517
1,254
13568
570,536
9,328

14,196
432
14,528
3 800
2835
1.383
10,555
58 4

137 440
55,010
72 TS0
1147

279353

50.312
22589
32 (004
31747
108652
6.145
A00) O8RS
155
100 733
A0
100,789
8O3
I81 6

1
374

The Cincinnati Gas & Electric Company

And Subsidiary Compan s

1977

60,191
21,450
2 80
1.79
639

537614

i ..'bl
20042
6GIRET6

161,531
120,399
123,721

44,531
450,182

4,569
3057
4,487
1312
13,425
560551
l)ll.’()
13,848
586
14,434
3450
2841
1.172
10,500
578

123,082
S0 105
50 850,

9,041

239 684

48.7069
21238
27 465
3484
1060 956G
5.749
363,275
149

100) 352
1,353
101,705
832
1678
=17
345

1976

35639
21.000
1 .54
1.64
891
42918
133 825
26,632
044,353

®

132,093
91.534
94,748
34,0449

352,419

4008
2873
4,295
1,193
12,429
553915
8.251

13.247
189
13,436
3.492
2,598
1.034
10,252

S8 4

94,775
) 381
49321
10.257
194.714

50,156
22902
33 823
5536
112.417

5.360
3060 288
152

115.723

——

115,800

70

1975

35097
20233

1 88

1.64

872
1.304.551
142,294
14.825
560,753

125887
83.786
83,188
31649

324510

3,969
2,755
3938
1,178
11,840
S44 494
5,183

12,352
476
12,828
3,739
2511
PER
10,183
381

76,038
32322
37,369

9,629

155,358

8,327
22 356
31433
0,150
108 460
4712
367 427
147

110,216
110216
=20
1061
16
419

1974

35,736
18.700
191

1 64
859
191,566
136,578
11,806
501,936

100 899
69,738
73.151
29,707

273515

3574
2.644
4334
1,319
11871
533079

-

551

11886
809
12785
3482
2,402
761
10,262
593

03,567
27478
10).161
11,365

142571

50,201
24,114
47087
12.353
134.355
5034
369.329
151
134,485
<)
134.505
=4

bg &

20

80

1973

42241
18,700
2.25

1.64

729
1061279
126,004
17.953
487,793

59,097
01,109
39870
21,439

231515

3510
2632
4373
1.059
11574
521833

e FL

11.830
ON4

_-.- [

12514
3254
2,439

444
10024

58.2

54,745
23256
30,716
8989
117,706

50,137
24072
R RC
11,138
132821

4,725
370 441
152
134.350
135
134,485
81
56.2

1

2

% .-

1972

40,108
17,000
235
158
67.2
973.598
113,500
10,139
416,746

81.155

53.981

53,788
1917
208,098

3228
2.398
4,118
961
10,705
510324
=117

10,936
0685

11,621

2934
2.243
411
10,178
588

57.736
23,783
27,805

8013

117937

55.182
26047
47945
10912
140,086
5.362
366277
169
142.026
540
142,506
900
532
-5

133

197 l

52 “l
16,001
204
1.56
765
877 686
141,710
15,496

417212

74976
47824
47,988
17,208
187,996

3042
2,209
3926
910
10,087
499,797
0,836

9899
1.001

) 10,900
2,401
2093
3R2
10,308
593

51,528
20481
25,734

8.633

1 ()(1,5‘(7)

53.044
244063
47041
13,58~
138,735
4,928
361 661
165

137,90
661
138,568
R4
499
O
430



Executive Officers

William H. Dickhoner
President and

Chief Executive Officer
B_John Yeager
Chairman of the Board
Earl A Borgmann
Senior Vice  President
Engineerng Services and
Electric Production

Arthur R Ehrnschwender
Senior Vice President
Adminsstrative Services

Donald R. Blum
Secretary

. Robert Everman
Treasurer

Paul W Herking
Vice-President

Gas Operations
William J. Moran
General Counsel
Jackson 1. Randolph
Vice Presideni

Finance and Corporate Affairs
William L. Sheafer
Controller

B. Ralph Sylvia

Vice President

Nuclear Operations

Milton L. Van Schoik
Vice-President
Corporate Planning and
Informanon Services

Robert P Wiwi
Vice President
Electric Operations

R Gregory Graham
Vice Pressdent
Customer Relations

Organizational Changes

At the Annual Meeting of Shareholders, held on April 22,
1981, Henry E Pogue, IV, was elected to the Board of Direc-
tors. Mr Pogue, a real estate counselor and developer in
Northern Kentucky, succeeded Wilham Beckett who
retired after 25 vears of valuable service.

Robert E. Boni, Ph D was elected to the Board of Directors
in October, 1981 Dr Boni, Group Vice President in charge
of steel activities at Armco Inc, was elected to fill the unex-
pired term of Harry Holiday, v, who resigned after nine
vears of valuable service because of other business
commitments.

On March 19, 1981, Jackson H Randolph was appointed
Vice President — Finance and Corporate Atfairs. Mr.
Randolph formerly served as Vice -President — Rates and
Economic Research. Atthe April 22 organization meeting
of the Board of Directors, following the Annual Meeting of
shareholders, five management changes were approved

32

Board of Directors

Neil A Armstrong (2)(5)
Chairman,

Cardwell International Ltd.,
Lebanon, Ohio

Elmer R. Best(2)(3)

Retired President,

The Union Central Life
Insurance Company, Cincinnati

Oliver W. Birckhead (3)(4)
President and Chief
Executive Officer,

The Central Bancorporation, Inc

and Chairman of the Board and
Chief Executive Officer,

The Central Trust Company, NA,

Cincinnati

William N. Liggett (3)(4)
Chairman of the Board and
Chief Executive Officer, First
National Cincinnati Corporation
and Chairman of the Executive
Commitiee, The First National
Bank of Cincinnati

Donald I Lowry (1)(5)
Senior Vice-President,

The Procter & Gamble Company.,
Cincinnati

Henry E. Pogue, IV (5)

Real Estate Counselor and
Developer

President, Pogue Ing. and

Ft. Thomas Enterprises Inc.,

James P Herring (4)

Ft. Thomas, Kentucky
Jane L. Rees, Ph.D. (4)

Professor and Chair of the
Department of Home Economics
and Consumer Sciences and
Director of Family Child Studies
Center, Miami University,
Oxford, Ohio

William S. Rowe (1)(3)
Chairman of the Board,

Fifth Third Bancorp and

The Fifth Third Bank, Cincinnati
Richard E. Wagner (s)
Former President, and
Consultant, Pepsi-Cola Bottling
Company of Cincinnati

B. John Yeager (1)
Chairman of the Board,
CO&E

Robert E. Boni, PhD. (4)

Group Vice President,
Armco Inc., Middletown, Ohio

Sanford M. Brooks (11(5)
Chairman of the Board and
Consultant, Xiek, Inc.,
Cincinnati

William H. Dickhoner (1)(3)(6)
President and Chief Executive
Officer, CG&E

Retired Chairman of the Board,
The Kroger Co., Cincinnati

George C. Juilfs (2)(4)
President and Chief Executive
Officer, Senco Products, Inc.,
Cincinnati

(4) Member of Management
Compensation Committee

(5) Member of Nominating
Committee

(6) Ex-officio member of all
standing committees

(1) Member of Executive
Committee

( 2) Member of Committee on
Audit

(3) Member of Finance
Committee

Arthur R Ehrnschwender, formerly Vice- President — Ad-
ministrative Services, was elected Senior Vice-President.
Milton L. Van Schoik, who had formerly served as CG&E's
Controller, was elected Vice - President — Corporate Plan-
ning and Information Services. William L. Sheafer, formerly
an Assistant Controller, was appointed Controller. James R.
Mosley was elected Assistant Treasurer, and James |. Maver
was appointed Assistant General Counsel.

Effective September 1, 1981, B. Ralph Svlvia was elected
Vice-President — Nuclear Operations. Mr. Svlvia joined
CG&E after 19 vears with the Virginia Electric and Power
Company (VEPCO) where he served as manager of nuclear
operations and mamntenance. In that capacity, he was re-
sponsible for the daily operation of VEPCC s four nuclear
power units. Mr. Svivia brings to CG&E an extensive back-
ground in nuclear power plant management, including
start-up and operations, and experience on various licens-
ing and regulatory matters before the Nuclear Regulatory
Commission.
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