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HIGHLIGHTS

Kilowatt-hours sold*
Operating revenues®
Net income*

Common stock—
per share
Earnings
From operations

AFUDC **

Dwidends paid

Book value

Market price at
year-end

% [ncreasc

1983 Decrease

17 655
873.9
255.8

98
3.48
4.46

$ 28
$ 27.32

$ 1163 $

**Allowance For Funds Used Dunng Construction

Rate of return (year-end) on—
Net plant ir
service and inventories

Customers at
year-end
Electric heating
customers
Average kilowatt-
hours used—
domestic customers
Fuel cost per million
btu consumed
System pe k load in
megawatts
Summer
Winter

Capital Expenditures
Unhty plant*
Unlity plant—reimbursements*®
Marble Hill nuclear project*

Nuclear fuel owned*

10.1%

544 730

102 520

10 479 10 411

1.40 ) 1.45

87.2
(108.6)
579.7

6.5

$ 564.8
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Public Service Indiana is an investor-
owned utility serving the electric
energy needs of over 544,000
customers in central and southern
Indiana. Our 69-county scrvice area
embraces a widely diversified
industrial, commercial and
agricultural economy in a largely rural
territory. We burn coal mined in
Indiana, Illinois and Kentucky to
produce 99 percent of our electrical
output.

Ourr corporate offices are located at
1000 East Main Street in Plainfield,
Indiana 46168. Our phone number is
(Area 317) 839-9611.
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TO THE SHAREHOLDERS

Without question, 1983 was the most dif-
ficult year in the Company’s history. The
political and financial clouds over the Com
pany’s Marble Hill nuclear project in the latter
part of the year overshadowed all other
developments duning the period

As a result of events beyond the Company’s
control during the past several months, the
Board of Directors announced on January 16,
1984, that the Company was financially
unable to proceed with the construction ot its
portion of Marble Hill. Formal cancellation of
the project, however, 1s contingent upon the
actions of the Company’s partner, Wabash
WVPA

As of December 31, 1983, the Company’s

investment in the project was $2.3 billion (in

Valley Power Association, Ing

cluding $230 million for nuclear fuel). If
cancelled, the Company’s 83% share of the
final cost of its investment in the project is
'\kiti!

tional expenditures vet to be made include

estimated to be inexcess of $2.8 billion

payments for work performed before con
struction was halted, contractor and matenial
settlements, commitments under nuclear fuel
contracts and maintenance and security to
Marble Hill expen
ditures tor 1984, excluding capital costs, are

preserve assets at the st

estimated at $118 mulhion

CCAUSC OF CASIN NECAS TOr those cxpaenditures
B f cash needs tor tl pendit
at Marble Hill and tor

gomng sentor capital costs, cash

Oother construction, on
pPerating re
quirements and the mabihity to sell long-term

sccurities, the Company s financal condimion

1s severely stramned

Actions which have been taken to meet our

short-term hnancal needs and to rebuild fton

the longer term include

® Stringent measure hay
plemented to reduce operating cos
CONSIrUCTION X1

Provide minimum servi

® A request for emergency rate relief of $105
million on an annual basis was filed
January 16, 1984 with the Public Service
Commission of Indiana (Indiana Commuis-
sion). Hearings were held in February. A
Settlement Agreement between the Com
pany, the Unlity Consumer Counselor
an'! certain intervenors was reached on
February 29, and approved by the Indiana
Commission on March 8, providing for a
5% intenm emergency increase of $37.9
million. These addit.onal revenues will be
separately accounted for and will be
deducted from the Marble Hill invest
ment to be amortized; such revenues will

not affect earnings in 1984

Additional details of the Settlement Agree
ment, including regulatory ;.mnu;-lw. to be
applied to Marble Hill costs, are described

in the “*Rates’’ section on page 8

Work has begun on a request to the In
diana Commussion secking authonzation

'

to recover the Marble Hill investment
through rates over a pum«l of vears. This
}\\'IIHHH 1S t,'\}‘(\(u‘. to be fled in late
\i‘?!l\}'

'he Company believes that the Marble
Hill expenditures were prudently made on
!‘lh.ll of the

customers should pay such costs over a

customers and that

reasoitable time period. The ( ompany in
tends to use all available avenues to defend
this position and to protect sharcholder

INTCrests

['he Company will also file a request with
the Federal Energy Regulatory Commus
stion ftor increased rates to 1ts wholesale

customers at a later date

Negotiations for a «
to S500 mulhion watl

redit agreement of up
1 group of banks are

in L-an: 5 S

Even with these steps, the Board of Directon

A

micluded that turther action was nece

restrdt




quarterly dividend on the common stock
from 72¢ to 25¢ per share effective with the
March 1, 1984 dividend. Such action, taken
with great reluctance, was considered to be
essential in the long-term interests of
shareholders

As indicated in the February 6, 1984 letter to
sharcholders, the Allowance tor Funds Used
During Construction (AFUD(
credit to 1income rcprcscmmg the cost of

a non-cash

capital applicable to construction—is being
discontinued on accumulated Marble Hill
costs as of January 1 1984. The discon
unuance of AFUDC, together with certain
Marble Hill expenditures of approximately $8
million which will be chargeable to income in
1984, wall result in a substantial decline in
carnings for the vear 1984. It is the
Company’s intention to include all costs of
the Marble Hill project, including those in
curred subsequent to December 31, 1983, in

its petition to recover Marble Hill costs in

'he Board believes that Marble Hill will be

needed to meet future powcr 'ulH‘H'M\H!\ n

Indiana. However, support tor this nuclear

nergy source has been severely eroded in re

'nt months through various state govern
ment actions and the Governor’s endorse
ment of recommendations of a special task

torce appointed by him

Rebuilding the financial health of the Com
pany 1s, and must be, the tocus ot our eftorts
in the next several vears. It will be a dithicult
task —and will require regulatory, political and
"(.',2\1(?1\« ummrl s well as consumetr
understanding

Restoration of the common dividend to
tormer levels will be a primary goal in
rebutlding financial health. However, no
issurances can be given as to oming and
imounts. Inadequate rate treatment by
regulatory authontes relative to the recoven
of Marble Hill costs would further impair the

financial integnty of the Company and severe

ly limit the ability of the Company to con-
tinue dividend payments even at the reduced
level

Public Service Indiana serves the electric
needs of over 544,000 customers in
69-county area. This job must go on—even
though quality of service levels may be en
dangered by inadequate financial resources
'he great disappointment of 1983 relating to
Marble Hill will affect both our shareholders
and customers for vears to come. The poten
tial for shortages of electric power in the next
decade has been increased substantially

The employees of Public Service Indiana have
demonstrated unusual cooperation and
understanding during this extremely difficult
period which saw over 1,700 jobs eliminated
Our emplovees provide dependable electric
service with dedication and professional
iIsSm-—they remain one of our strengths

We cannot close without expressing our ap
preciation to you, outr sharcholders, tor vour
support in the last several months. The impact
on your investment in the Company has been
extremely severe—but we pledge our max
imum eftorts to rebuild the Ce mpany's hinan

c1al health in the vears ahead

(L. (0 Bd
’\}’(q!‘ 'P,(*L,‘fva}

HUGH A. BARKER

Chairman

p "\tuvlllll " 7///,"(‘1,4/,'

DARRELL V. MENSCER

President

\1 iy




MARBLE HILL

As 1983 began, construction at Marble Hill
was proceeding toward the scheduled in-
service dates of December 1986 and June
1988. The total <ost of the project was
estimated at $5.06 billion

An audit of the Marble Hill project estimaic
and schedule by an independent engir=-ring
firm was ordered by the Indiana Comm... .on
in the Company’s January 1983 rate order

Thc audit report was filed with the Commus-
sion in May 1983. The report indicated that
the total project cost, assuming scheduled in
service dates of December 1986 and June
1988, would be $5.5 billion. The report also
indicated that the most p.obable in-service
dates were November 1987 fc: Unit 1 and
August 1988 tor Unit 2 wath a total estimated
project cost of slightly less than $6 billion

Dxﬂucnu'\ berween the (nmp.m\\ revised
June 1983 estumate of $5.13 billion and the
widit report findings related to additional labor
costs, the impact of potential regulatory
changes and additional financing costs retlect
ing later in-service dates. After reviews of the
Company’s and the independent engineenng
firm’s estimates, the Company concluded that
its cost estimate and completion schedule were
achievable but would require supenor pertor
mance

RATE CONTROL PLAN

In its January 20. 1983 retail rate order, the
Indiana Commission directed the Company
and the Commussion Staff to establish a plan
which would achieve gradualism in im
plementing rate increases and avoid
precipitous increases when the Marble Hill

units were placed in service

A proposed Rate Control Plan was filed by
the Company with the Indiana Commussion
on July 8, 1983. The Plan provided for rate
increases of 8% per vear for a 6-year penod

[he Plan was also designed to maintain the
&

financial integrity of the Company and a erta
severe financial emergency .. the 1984 1786
period by reducing outside financing re-
quirements and enabling the attraction of
capital on reasonable terms

Hc.mng\ by the Indiana Commission on
the proposed Rate Control Plan and the in-
dependent audit report of the estimated costs

of Marble Hill were held August 8-12, 1983

On August 16, 1983, the Indiana Attorney
General issued an opmnion to the Indiana
Commission stating that the proposed Rate
Control Plan was not authonzed by Indiana
law. The Company believes that the opinion
was not based on authontative legal analysis
and reflected a lack of understanding of the
proposed Plan

SPECIAL TASK FORCE

On August 25, 1983, the Indiana Commis
sion suspended further proceedings on the
Rate Control Plan. This action was taken in
response ftoa rul\lcxt by Governor Robert D
Orr that heanings be suspended while a

special Task Force examined vanious Marble
Hill matters

T?\ » Task Force, consisting of five business

mea, was appointed by the Governor on
September 9. The Task Force was to evaluate
the desirability of completing Marble Hill
and the timing of that completion and to ex
amine the full range of alternative methods of
hnanang, including any new legislation
which might be needed to implement their
recommendations

Thc l'ask Force retained Arthur D. Little, a
consulting firm, and Salomon Brothers, Ing
an investment banking firm, as consultants
[he Task Force met for the first time on
September 22

Dmmp the Task Force deliberations, senior
management of the Company met with the
lask Force and their consultants on a
number of occasions as they reviewed various
alternatives ranging from completion of both
units to cancellation of both units. The




Company stressed the need for Marble Hill
throughout these meetings, including the
need for capacity to support Indiana’s future
economic growth, the increasing age of the
Company’s present coal-fired generating
capacity and the potential for adverse aad
rain legislation which could affect those
facilities

REVISED MARBLE HILL
ESTIMATE

A\ a result of ongoing studies of start-up

schedules, the Company announced on Ok
tober 10, 1983, that the estimated start-up
penod for Unit 1 was being increased 6 months
to a revised schedule of 24 months. The start
up penod reflects the time between comple
tion of major systems and fuel loading when se
quential testing of such systems is performed to
assure their safety and readiness for operation

A! the same time, the Company considered
options available to finish construction more
rapidly but within the stnngent safety and
quality constraints establishe | for the project

On October 28, the Company announced
major \imn;',cx In cost estimates and tme
schedules. Duning 1983 the project had fallen
70 working days behind schedule. This dclay
was largely due to structural steel modifica
tions required to meet seismic requirements
which also adversely affected the progress of
electncal work. After an analysis of remaining
work, optimum labor force requirements and
productivity rates, and the required exten
sion of start-up time, the construction
schedule was cxtended 24 months. Ur der
the revised schedule, it was estimated that
Unit 1 would be placed in commercial opera
tion December 1988 and Unit 2 in
mid-1990

Th«' revised cost of the project was estimated
at approximately §7 billion. About 74%, or
$1.4 billion, of the increase was due to the
additional cost of capital during the const uc
ton p«.nud Allowance for Funds Used ! 1
ing Construction). The remainder of th

creascd cost was due to labor costs to be 1

curred in the two-year extension of the con-
struction period and $150 million for con-
struction scope changes and design modifica
tions

As a result of the revised estimates, the
Board decided to sharply reduce current ex-
penditures at the site, pending determination
as to the availability of financing. Construc-
tion activity at the site was to continue at a
minimum level consistent with the ability to
complete the project. Approximately 2,500
craft workers were laid off in early November
and further reductions to about 4,000 per
sonnel were planned from October’s peak
employment level of alinost 8,000

TASK FORCE REPORT

On December 21, 1983, the Task Force
issued a summary report to the Governor;
two days later, the Governor endorsed the
recommendations of the Task Force. The
principal recommendation was that Marble
Hill not be completed. The Task Force based
its decision on its conclusion that additional
generating capacity would not be needed un-
tl 1993 or later (depending on load growth
and other assumptions). The Task Force also
said that the costs of the plant, which they
estimated at $7.7 billion, compared un
tavorably with the alternative of new coal
fired plant:

Thc [ask Force also recommended that
sharcholders absorb the substantial portion
of all costs pertinent to Marble Hill
However, if such treatment would impair the
Company’s access to capital markets and
result in even higher rate increases and/on
dererioration of service, some portion of the
cost should be assigned to custome=:. If the
ratepayer is to pay a portion of costs, the Task
Force recommended that the Marble Hill
cost be written oft over 20 vears with a 5-vear
phase-in period and that the Company
should not be allowed to earn a return on the
unamortized balance. The Task Force in
licated that rate increases during the 5-year

s¢ 0 period should average less than 3%




On February 1984, the full Task Force
Report was released. The detailed report in
cludes the methodology and documentanon
used by the Task Force in reaching their con
clusions and recommendations

M.\)nr differences between the Task Force
Report and Company forecasts relate to load
growth, new generating capacity re
quirements and reserve margins. In addition,
there are other significant differences in
assumptions related to off-system sales, an
nual increases in coal prices, retirement of ex
isting generating equipment and estimated
capital expenditures and financing re
quirements to meet potential acid rain legasla
fon

Tlu full Task Force Report imphed that no
dirviidend should be paid on the common
stock tor three vears and that common
dividends should be hmited thereatter to
35% of net income. The report noted that
the Task Force's hinancal consultant had not

recommended this particular alternative

he Company strongly disagrees with the

[ask Force recommendations, including the
issignment of costs to sharcholders. The
Marble Hill construction program was ap
proved by the Indiana Commussion as being
necessary in the public interest I'he Com
pany believes that the Marble Hill expen
ditures were prudently made on behalt ot
customers and that sharcholders thould not
be required to absorb such costs. The Com
pany will act to detend this position as

VIEZZOTH wsly as L\( ssible

.
’IM Company also believes that the Task

Force recommendations on common divi

dends are unrealistic and will not meet the
lask Force's stated objective of allowing the
Company to have access to capital markets

when \.I}‘ITJ: 15 required
CONSTRUCTION SUSPENDED

)

Iuhhm: further review ot the Task Forge
!numrw\lh\ Ons the llvu.t!xi ol l,ll‘\\[t‘!‘
m";uim(l‘. 1l construction activities ettectiy

January 3, 1984 resulting in the lavoft of ap

proximately 4,000 people, including 900
Company employees. Demobilization 1s con
tinuing consistent with maintenance of the
project site and PIC\CI'\JIH!H of matenals,
equipment and records

LITIGATION

A\ indicated more fully in Note 13 of the
““Notes to Financial Statements’’, a number
of sharcholder suits have been filed against
the Company, certain directors and certain
officers of the Company, Morgan Stanley &
Co., Incorporated, Dean Witter Revnolds,
Inc. and Arthur Andersen & Co. The com
plaints purport to be class actions against the
named detendants on behalt of all persons
who purchased common stock of the Com
pany during various periods in 1982 and
1983. The Company believes it has substan
tial defenses to these complaints, but theu
outcome cannot be determined. Two stock
holder denvative actions have been filed on
behalt of the Company against certain otheers

and certain directors

()n February 10, 1984, WVDPA filed sun
against the Company in the U.S. District
Court, Indianapohs Dwvision; secking $466
million plus interest and other dun.\‘u\‘x to
recover its share of Marble Hill. The suit
charges that the Company violated federal
securities law in inducing WVPA to buy a
17% ownership share i1 Marble Hill and
alleges vanous misrepresentations or omis
sion of information relating to that project
'he Company believes that it has substantial
detenses to this suit, but its outcome cannot
be determined




YEAR IN REVIEW

EARNINGS—DIVIDENDS

th income in 1983 was $256 million com
pared with 1982°s $233 million. Earnings per
share of common stock declined from $4.55
to $4.40 and reflected an increase of 5.8
million average common shares outstanding

Thc Allowance for Funds Used Dunng Con
struction (AFUDC), principally due to Marble
Hill construction, was $221 million in 1983
and $198 million in 1982. Earnings per share
attnbutable to AFUDC, less deferred tax ex-
pense  applicable to the debt portion of
AFUDC, were $3.48 for 1983 and $3.53 for
1982

Eth\mc January 1, 1984, AFUDC ap
plicable to Marble Hill costs was discon
tinued. The Company has concluded that
further accrual of AFUDC, in hght of the
decision to discontinue turther participation
in the construction of Marble Hill, would
not be in accordance with generally accepted
accounting principles. The Company’s in
dependent public accountants concur with
this conclusion and also advised the Com
pany that expenditures on Marble Hill tor
maintenance of the project siie, and preserva
tion of matenals, equipment and records are
chargeable against current income Such ex
penditures in 1984 are estimated at S8
million

Dnuivnd\ per share of common stock pad
in 1983 were $2.82 and reflected a $.03
quarterly increase on September 1, 1983. As

previously noted, the Board of Directors
reduced the March 1, 1984 quarterly divi
dend on common stock from $.72 to $.25
per share

REVENUES—-KWH
SALES—CUSTOMERS

Opcr‘mng revenues rose $65 million, or 8%,
to $874 million and reflected retail and
wholesale rate increases placed in effect in ear
ly 1983. Total kilowatt-hcur sales of 17.6
billion for the vear were virtually the same as
1982

Dumc\m and commercal kilowatt-hour
sales both increased 1% tor the vear. In-
dustrial sales rose 4% for the year reflecting
some recovery in production levels; in 1982,
industnal sales had dropped 6% compared
with the prior year. Auto manufactunng and
steel, aluminum and cement production
were up sharply in 1983

Whnlcmlc sales declined 9% tor the year. In
December 1982 and January 1983, two
wholesale groups purchased ownership of ap
proximately halt of the Company’s Gibson
Unit 5. Such capacity 1s now used to supply a
portion of their kilowatt-hour requirements

Ncr customer additions for the vear totalled
2,933 compared with 996 last year. Space
heating customers increased almost 3,700 for
the year to 102,500 or 19% of all customers

1983
INDUSTRIAI
l‘( )\\ l R L \l % Increase

Kwh (decrease)

(thousands) from 1982

Chemicals & Drugs 800 110 9
Steel & Iron 559 397 14
Motor Vehicles & Equipment 534 746 14
Engines & Machinery 3130 906 7
Coal 304 970 (13
Paper Products 29% 180 2
Aluminum 290 321 12
Cement 265 731 22
Feed & Flour 61 427
Fabricated Metal Products 216 340
Stone & Clay Products IS8 157
Plastic Products 175 133
Electric Equipment & Machinery 157 524
Bakery & Beverage Products 133 904
Houschold Appliances 102 092
Glass Products 98 567
Gypsum, Stone, Sand & Gravel T4 B4
Rubber Products "1 821
Natural Gas & Petroleum 64 ORS
Radio & Television 52 BRI
Fumiture & Fixtures 48 982
Lumber & Wood Products 42 782
Canned & Frozen Foods 42 295
Other Diversified Industries 743 R43
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RATES

Bu.msc of insufhcient internal cash genera

tion, the Company filed an emergency 14%
rate rehet petiion of $105 million on an an-
nual basis with the Indiana Commuission on
January 16, 1984. As noted in the Letter to
Sharcholders, a Settlement Agreement which
provides for a 5% increase in revenues of
$37.9 million was concluded by the parties to
the emergency rate case proceeding on Feb
ruary 29, 1984

Thc Settlement Agreement also  provides
that the Company take further actions to
conserve cash and reduce operating expenses,
including deferral of all directors’ tees, 15%
salary reductions for the Chairman and the
President and 7 1/2% tor all other othcers and
department heads

Tm Agreement also provides that the In
diana Commussion’s order in thas case should
set forth the tollowing assurances of prin
\lt‘lx'\ to be .l}‘}‘llui in the recovery of ‘\1.1”‘1&
Hill costs to the extent such costs wert

pi udently incurred

e ['he regulatory treatment should ensure the
continued ability of the Company to meet
its contractual and franchise obligations and
issist in an orderly recovery to financ al
health

e I'he regulatory treatment should enable the
Company to regain access to capital markets
to finance required capital expenditures and
meet 1its unility and financial obligations

e [he regulatory treatment should provide
tor a balancing of the legitimate interests of

the ratepayers and ti.¢ investors

»” -

l he Indiana Commussion 1ssued an order on
March 8, 1984 approving the provisions of
the \;'_H'x'l ient

Bn. use of the filing of the emergency rate
petition, the Company requested the Indiana
Commission to terminate further hearings on
its Rate Control Plan which was filed July 8
1983

R”\ ?H‘H‘;;"» for authornty to recover

Marble Hill investment over a penod of

in rates will be made with both the Indiana
Commission and the Federal Energy Regu-
latory Commussion later in the vear

A 12% retail rate increase totalling $81.2
million annuaily was approved by the Indiana
Commission on January 20, 1983. A negon
ated 13.3% increase in rates to wholesale
customers of $15.4 mullion annually became
effective February 1, 1983

OPERATING EXPENSES

I.x 1983, total generation increased 11% to
24.3 bilhon kilowatt-hours. Despite this in

Crease in pro luction, total tuel expense rose
only 5%. Even with increased generation, in

creased customers and operating expenses tor
a tull year on the Company’s portion of the
new Gibson Unit 5, placed in service in Ok

tober 1982, operation and mamntenance ex

penses increased only nominally in 1983 and
retlect  extremely llyi‘! control of cxpen

ditures at all operating levels

()n a unit cost basis, coal prices declined 3%
Negotiated reductions with coal supphers
were a major factor in this price dechine. This
dechne in tuel costs benehted customers by
reducing tuel adjustment charges $8 mullion
Fuel inventones were also reduced nearly $39

Muon

()H system power sales totalled 5.1 billion
)

~

ilhon  killowatt-hours n 1982: demand

kKilowatt-hours tor 1983 uvmp.un! with

charges, however, tor those sales were reduced

in a h!;;hi\ competitive market

e
Ihznll},{huul 1983, all operating and
mamntenance expenses, as well as construc
ton expenditures, were cntically reviewed at
all levels ot the (ulll'}‘.ll)\ Business as
usual™ was not acceptable. Rigorous control

will continue 1in 1984

1\‘1“.” cost reductions which have been

lll.l\1t. ire

1 668 10bs have been elimmated since July
1982 n non-nuclear operating  arcas, a
14% reduction. d Spite a greater volume of

busing bemng served. In addition., work




ll\ghnm\ tor nearly 600 workers have been
reduced to tour days per week
Nuclear Dwision manning was reduced
from 1.200 to 150
No genceral salary increase wall be made in
1984. Bargaining unit emplovees voted n
Januvary 1984 to extend their current labor
contract, which was due to expire Mav |
1984, tfor an addinonal vear with no
«?mug\ in wages or benchits
Stringent controls will result in total opera
non and maintenance expenses in 1984 rc
maining at 1982 and 1983 levels
Construction  expenditures and  mamn
tenance programs have been cut to the
point where rehability of service to
customers may be impaired. Non-nucleas
expenditures in 1983 were
reduced $25 milhon trom planne d levels at
ir: the 1984 coi
1S ’,‘\\H 7\-‘.\|'(t1 5“..”
Whilc COnstruction
expenditures g reduced current
OCCALIS nnan<i constraimnts. they can

not o

PEAK DEMANDS

li: August 1983, a new summi
3.771 megawatts (MW) w

\\(l.,'[";"“‘ previon

n July 1981

I!l mid-1983. the wdiusted  1ts

long-term load projections 1983-1994

iwrxw\‘ TSl ast reflects an average an
nual mcrease er pe Wk load
compared with th | stim Of

%. Dunng the ummer peak

.y»lr;}-.m\!

a\‘.\«\ik\“lu
previous forecas . y INLCT
' \pPect

1) |11‘.

1IC TWCI

DECEMBER 24, 1983
"‘r"i‘.:l a new winter peak was not estab

lished on December 24, 1983, the peak load
of thar day depicts the impact of weather on
the Company's electncal demand. On that
Chnstmas Eve Saturday, when industry was
largely shut down and the 24-hour tem
perature ranged from -9° to -17°, with wind
chill tactors ot -70°, the rtotal “(.l‘\ load was
3,469 MW, This peak load was within 8% of

the Company’s August 1983 peak load

B\\.nm of the severe cold, tfrozen coal prob
lems and scheduled and other fn!xuiulll,l}',(\
the Company purchased up to 200 MW ot
power throughout the dav. A number of

)

her major svstems from the Rockies to the
cast coast were also purchasing power; total

d reguiremonts

ns to full utihzation ot

hnstmas Fve CXpenence lies thos

1ics who mustakenly assume that every MW
Ol CAPacIty ul | avallable v ] 1\
given n ! : CXCCOSS rosoenve
Capa 0 W1 ~Ll§‘}\i‘t load. The & ential con
L IT1ASSIVE f‘i.n KOL I ”,I HTI!"\?

wcross the naton, would b

capacity planning for the

[ hat todav's reserve

N include ncreasing amounts of
e adequate
FINANCING
IH June the Company sold 2.5 muilhon shares
ommon sStock with net proceeds of SO 4
Participation  in the  Company
Automatic Dividend Remnvestment Plan (Plan
increased dunng the yvear from 20,000 to
hich of 31.000
ind

muhion tor the

l‘l-vt‘i-l«v'ﬂn CVere t‘l?-(nh‘}.?” late |

it ‘.;y’\"‘ngﬂ OMMON Stik

Nnrectors authot




to 1ssuc new common shores at prices far RAllN(; 1‘\(;131 '('ll',h
below book value, which was $27.32 at
December 31, 1983. Since 1677, 7.4 milhion
shares of common stock aggregatnng $164

-

1 hree rating agencies lowered their ratnngs

of the Company’s semor secunties in 1983
; - because of Marble Hill developments, exter

million had been 1ssued under the Plan . | :

nal financing requirements, the inability to

D
a roceeds of common stock ssued under two recover financing costs pphcable to con

cmployee  stock  plans  aggregated $12.6 struction on a current basis through rates and
million in 1983. Issuance of new common detenoration i coverage ratios.  Current

stock for these plans has also been discon ratings of the Company's senmor secuntics
! ¥

tnued mcluding a turther downrating by Moody's

(‘ Investors Service on January 17, 1984, are as
Jonstruction needs tor the last halt of the

. fu“n\\n
vear were met mamnly from bank loans and

other short-term  borrowings which 4

gregated S198 7 mulbon at December 31
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Ruh.ud H. Blackhdge, a Company director
since 1968, resigned in December due to his
nearly full-time absence from the state. His
helptul and expenienced counsel has been of

great value to the Company
MANAGEMENT CHANGES

ln September, the Board of Directors as
signed broader administrative responsibilities
to Jon D. Noland, semor vice president and
)f,\lul.ll counsel l)m,)\\lll ( Carrett, senmot
counsel wnd a member of the Company s
l(;kh start since 1969, was clected vice presi
dent and associate general counsel and will b
:min»nunlm tor the management of the legal

e partment

PEAK LOAD

M
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"‘ | | | I

SHAREHOLDERS

'rlu Company’s £ 3.8 million shares of com
mon stock oudstar ding at year-end were held
by 71.994 sharcholders, an increase ot 7,406
from the previous year. Preferred stock was
held by 4.691 investors. More than 95% ot
all sharcholders are either indiv duals or tanu
ly groups and approximately 39% reside in
Indiana or adjacent states. No sharcholder
owned more than 3% of outstanding com

mon shares

y
\\\ \\l'llld }‘l l‘il ised o "rl'\nh d11N
sharcholder with  additional intormation
wbout the Company mﬁmhn_;( the annual
1O-K report to the Secunties and Exchangg
Commussion, or the electrnic utihity industny
Al request tor mmtormation should b
directed to Investor Services. Public Service
Indian 1000 Fast Mamn Street. Plaintield
IN 46168
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STATEMENTS OF INCOME
1983 1982 1981
(thousands)
Electric Operating Revenues ... . $873 925 $809 394 $.°20 126
Operating Expenses
e R 344 878 327 366 295 160
DRRRRIINE . - 5y b s i dmps s So 65 528) 76 660 63 234)
éﬁﬁ) ‘L—mzsn
DD | s . e dsniian s e b e by 153 497 143 562 110 980
Other operation 114 009 107 438 93 523
M ‘ntenance .. ...... 59 117 62 040 56 924
AR R SR 82 314 75 993 70 402
688 287 639 739 563 755
Operating Income 185 638 169 655 156 371
Other Income—Ne*
Allowance for equity funds used dunng
construction . . . . . .. 130 123 117 629 63 768
SN T SN ST RO T DR 551 1 485 3762
130 674 119114 67 530
Income Before Interest Charges 316 312 288 769 223 901
Interest Charges
Long-termdebt . .. .. ... 144 078 128 843 111 069
Other interest . . . .. iy 7719 7 106 7 403
Allowance for debt funds used dunng
construction . 332) 80 412 46 19,
"53 537 A’Tﬁ'ﬁ
T 255 847 233 232 151 628
Dividends on Preferred Stock ... ... ... 28 540 28 010 22 600
Common Stock
Income Available . . . . $227 307 $205 222 $129 028
Ann.:ShmOnmunding 50 951 45 142 37 777
Earnings Per Share = §4.46 $4.55 $3.42

STATEMENTS OF EARNINGS INVESTED IN THE BUSINESS

Balance January 1
Net Income .

Deduct
Cash dividends
Preferred stock . .
Common stock (1983-—82 82 198252 72
1981--82 57 per share)
Capital stock issuance expenses

Balance December 31

1983 1982 1981
(thousands)
$324 822 $248 071 $223 080
255 847 233 232 151 628
580 669 481 303 374708
28 540 27 529 22 §77
143 190 123 567 97 267
4 343 5 385 6793
176 073 156 481 126 637
$404 596 $324 822 $248 071

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



BALANCE SHEETS
ASSETS

Electric Utility Plant—original cost
In Service
Production
[ransmission
Distnbution
CGeneral

Accumulated depreciation

Construction work in progress
Marble Hill Unit |
Marble Hill Unit 2

Othet

Nuclear tuel
Owvned
PIN energy trust

Marble Hill Nuclear Project (Note |
mit |

Y

|
1
\

nit
vuciear tuei—-owned

¢ar fu PIN energy trust

Current Assets

ments

¢rire Senes K Hm".f\

ruction fund

Other

1983

$1 372 891
443 247
550 905

79 898

2 446 941
712 011

1 734 930

1 413 622
650 002
142 381

87 595

2 293 601

6220
20 050
25 000

60 377
31 467
4 438
69 369
30 105
5 987
253013

36 802

$4 344 760

December 31

1982

thousands

943
080
592
286
901
594
307

17 48

$3 813

lhe accompanying notes are an integral part of these financial statements




P.U+<B+L-*1+C

CAPITALIZATION AND LIABILITIES

Common Stock Equity
Common stock—without par value—
authonzed 60,000,000 shares—
outsianding 53,809,113 shares in 1983
ana 48,472,129 sharesin 1982 ... ... ... ...
Earnings invested in thebusiness . . ... .............. ...
Totalcommon stockequity . ... ............. ...

Cumulative Preferred Stock (page 17)
Not subject to mandatory redemption ... ... ...
Subject to mandatory redemption .. ...

Long-TermDebt (page 17) . . ......... ... ... .........
TORBCOPIIIINIR . . . .xovcisviverisrniosnsanpni

PIN Energy Trust Obligations . .

Current Liabilities

Long-term debt due January 1, 1984 ... . ..
Notes payable
BRI £ s« 65 5050 k38 603 Fadnnddnasy s
Bank loans .
EIEE 5 560 as Sasalkh S
Accountspayable . ... ......... ... ..
Accruedianes. ........... _
Accruedinterest. ... .......c.oo0uv0,

Customers' deposits .. ......... .. ... ..

Other
Deferred income taxes . . LI
Unamortized investment tax credits . . . .
Miscellaneous . .

S*ER+«V-+1+C-+E

I* N+«+D+*I+A*N-+*A

December 31
1983 1982
(thousands)
S1 065 492 $ 938 025
404 596 324 822
1470 088 1 262 847
235 000 235 000
95 000 95 000
1337 778 1 362 621
3137 866 2 955 468
87 595 55 635
25 000
10 000
149 400
49 288
139 673 141 501
31 553 30 456
47 312 44 862
1 964 1 699
444 190 228518
424 059 352 327
233 044 207 749
18 006 13501
6 5,3577
$4 344 760 $3 813 198
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STATEMENTS OF SOURCES OF FUNDS
USED FOR CAPITAL EXPENDITURES

Funds Generated Internally
Reinvested carnings
Net ine e

Less cash dividends

Depreciation
Deterred income taxes—net

Investment tax credit—net

Allowance tor equity funds used dunng «

Onstr

Funds from Financing and Other Sources

Lommon stock

Ofte nng

I\

non

$255 847
171 730
84 117

82 314
75 181
30 934
(130 123)
142 423

153
593)
677

6 550

$564 787

$233 232 $15] 628
151 096 119 844
82 136 31 784

'S 993 ) 402
66 606 42 853
32 319 26 772

117 629 63 768
139 425

(Xn)
y OO0
OO0
(0

Y20
iR
Y

83
44
214
'3
24
117 629

S563 3 (Y

6Oy

I'he accompanying notes are an integral part of these financial statements




CUMULATIVE PREFERRED STOCK

Not subject to mandatory redemption
Par value $25 per share wzed 5,000,000
Wi res- -outstanding
800,000 shares, 4.32% Senes $
600 000 shares. 4 16% Senes
Par value $100 per share—authonzed 5,000,000
shares—outstanding
150,000 shares, 3 1/2% 5S¢
300 000 shares 15% Sen
150 000 shares. 9 44% Ser
400 000 shart 8.52% Ser
450 000 shares. 8. 38% Ser
350 000 shar 8 96% Ser

S
Subject to mandatory redemption
i) (OEN) e / O

$50 OI0) shar 13 25%

LONG-TERM DER1

20 000
15 000

15 000
30 000
15 000
40 000
45 000
15 000

235 000

50 000
45 OO0

95 OO0

1983

{AN)

y (AN

M)

INN)

(NN

y INN

iNR)

N
INN)
(MN)

AN

JINN)

IR
IMN
INN)
(KN
i)
(MN)
NN
(MN)
N
N
i

(NN




TAXES CHARGED TO OPERATING EXPENSES

Federal and State Income
Currently pay b e
Deterred - net

Investment tax credit-—ne

State, Local and Other

4

Real estate ane pensonal propert

’,“»,‘ny\ OO

L Ofal taxes charged to opet g CXpens

Faxes per dollar of operating revenue

1983 |982
thousand
$ 9780
75 181
W) 934
115 89§

17 441
12273
6 857

1 031

37 602
$153 &7 $110 980
I/ .68 L 15 44

NOTES TO FINANCIAL STATEMENTS-~ANNUAL REPORT 1983
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oPSI should be required to demonstrate that it has exercased all oeher financial remedies, including reassessing its dividend
policy, prior to seeking ratepayer participation.

olf the ratepayer participates, the total cust pertinent to Marble Hill shiould be amortized over a twenty-year period and
PSI should not be allowed to earn a rerumn on its investment in Marble Hill.

oTo further minimize the impact on the ratepayer, any nccessary rate increase should be phased in over a five-year

penod.”

In its full report, released February 7, 1984, the Task Force a'so implied that no dividends should be paid on the common
stock for three years and that common dividends should be imited thereafter to 35% of net income.

The Governor endorsed these recommendations on December 23, 1983 and asked the Indiana Commission to reopen the
proceecings on the Company’s Rate Control Plan. On January 16, 1984, the Company filed a motion to terminate these

proceedings.

On December 30, 1983, the Board of Directors suspended al! onstruction activity on the Marble Hill project, pending fur-
ther review of the Task Foice’s recommendations and consideration of altematives available to the Company regarding the

project.

In reaching its decision announced on January 16, 1984, the Board of Directors concluded that the Company’s access to
capital markets, for purpuses of continuing part.cipation in construction of the project, had been eliminated by the series of
state government actions descnibed above.

In addition to the $2.3 billion of costs incurred by the Company as of December 31, 1983, the Company will incur addi-
tional costs for which it is contractually liable under existing construction and nuclear fuel contracts. These costs, which are
estimated to be $134 million for construction contracts and $347 million for nuclear fuel contracts, will be charged to a
deferred asset account pending regulatory decision as to recoverability through rates. Existing nuclear fuel contracts provide
for the termination payments, referred to above, to be made over a period of years ending in 1993 with the largest annual
payment being 3174 million in 1992. Costs of Company personnel and other costs incidental to maintenance of the project
site and preservation of marenals, equipment and iccords, which are estimated to be $18 million, will be charged to expense
as incurred. The Company discontinued capialization of Allowance for Funds Used Duning Construction (AFUDC) on
Marble Hill effective January 1, 1984. For a discussion of WVPA's expenditures sce Note 2.

It 1s the Company’s wnrention to seek full recovery ot all costs associated with Marble Hill from its customers. The Company
expects to file a retail rate case with tae Indiana Commission in the spring of 1984 and a wholesale case thereafter, but the
penod of recovery to be requested has not been determined. There has been one previous rate case in Indiana where a utility
requested recovery of costs associated with a cancelled nuclear generating plant. In that case, the Indiana Commission
granted recovery of the total costs ($191 wmiilion) over a 15-year period. However, an appeal of that decision by certain in-
tervenors is currently pending before the Court of Appeals of Indiana Second District. There can be no assurance that the
recovery of costs incurred by the Comf.'.n_v will be granted. in whole or in part, or that the «ndiana Commission will follow
treatment similar to the case discussed above.

To the extent recovery of Marble Hill costs is not granted, such costs would be charged, net of tax benefits, against net in-
come. This action could, depending on the amount of nonrecovery, result in a reduction of common stock equity to a level
below 25% of rowal capiralization, whi~h would restnct the level of commo stock dividends which could be paid (see Note
5); or could result in an elimination ot cummon stock equity in the event ne recovery of costs is granted. Depending on the
amount of norrecovery, the Company’s financial integnity could be further damaged and the Company’s ability to raise
needed capital on any reasonabie basis, repay existing Cebt, or continue to pay dividends to its common sharcholders could
be virtually eliminated.

. Marble Hill Purchase and Ownership Participation Agreement. The nghts and responsibilities of the Company and

WVPA are descnbed in the Marble Hill Nuclear Plant Purchase and Ownership Participation Agreement (Agreement). This
Agreement provides that in the event the Company is financially unable to complete construction of the project, WVPA
may invest additional funds to complete the project and acquire an additional ownership interest in the project. Under the
terms of the Agreement, WVPA would have the option to retain its additional ownership interest. If WVPA does not exer-
ase this optuion within five years after rhe dare of commercial operation of Unit 2, then the Company is obligated to pur-
chase WVPA's ownership interest resuiting from the addinonal investment.

Additionally, until such tunc as WVPA would exercise its option to retain additional ownership, the Company would be re-
quired to purchase, at WVPA's option, capacity and energy entitlements from WVPA related to its additional investment

in the project.
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NOTES TO FINANCIAL STATEMENTS—CONTINUED
Among other things, the Agreement further provides that:

®cach party shall be responsible for its ownership share of all costs, obligations and habilities incurred by the Company for
the construction and/or termination of the project.

®in the event of default, by either party, the mh;rdgany has the nght to complete or cancel the project. Should WVPA
choose not to cancel the project in the event of default by the Company then WVPA would have the nght to continue
the project under the terms descnibed in ihe preceding paragraphs.

eneither party shall be responsible for any delay or inability to perform if such delay or inability results from force majeure,
including, among other things, an order or absence of necessary orders from the State of Indiana or any agency thereof.

epayments between the Company @ .d WVPA cannot be withheld or delayed on the basis of disputes between the rwo par-
ties as to the operations of the Agreement.

edisputes relating to the Agreement shall be submitted to binding arbitration at the request of either party. The findings
and award of arbitration would be subject to appeal in accordance with Ind:ana law.

The Company has not received notification from WVPA of its deasion regarding completion or cancellation of the project.
However, on February 10, 1984, WVPA discontinued payments to the Company for their 17% share of the Marble Hill
project. On February 24, 1984 the Company notified WVPA that the nonpayment on February 10, 1984 constituted a
default under the terms of the . ment. WVPA has 180 days to remedy the default by paying all amounts due plus in-
terest. Unul pad, amounts due the Company constitute a lien against WVPA’s ownership interest in the project. WVPA's
portion of Marble Hill expenditures are estimated to be $26 milhon in 1984, of which approximately $10 million has been
paid, $11 million in 1985 and $65 milhion for the 1986 -1993 period.

Also on February 10, 1984, WVPA filed a suit against the Company in the U.S. District Court, Indianapolis Division, seek-
ing $466 million plus interest and other damages o recover its share of Marble Hill. The suit charges that the Compony
violated federal secunties law in inducng WVPA to buy a 17% ownership share in Marble Hill. The Company believes that
it has substantial defenses to this complaint, but its outcome cannot be determined.

Following WVPA's actions on February 10, 1984, the Company rotifiecd WVPA on February 17, 1984 that the remaining
construction contracts would be terminated unless WVPA makes other arrangements within 10 days to maintain such con-
tracts. Such notice was given by the Company on February 28, 1984,

The Company believes its actions are in accordance with the terms of the Agreement and that WVPA continues to be liable
tor its ownership share of costs associated with construction and/or termination of the Marble Hill project.

3. Summary of Significant Accounting Policies:
(a) Depreciation and Maintenance

The Company’s provision for depreciation is determined by using the straight-hine method applied to the cost of depreciable
plant in service. The composite depreciation rate was 3.5% for 1983, 1982 and 1981,

Maintenance and repairs of property units and renewals of minor items of property are charged to maintenance expense ac-
counts except repairs of an insignificant amount charged to cleanng accounts. The costs of renewals and betterments of

anits of property are charged to utility plant accounts and the onginal cost of depreciable units retired and cost of removal,
less salvage recovered, are charged to accumulated depreciation.

(b) Allowance for Funds Used During Construction (AFUDC)

Effective Apnil 1, 1983, the Company adopred an AFUDC pretax rate of 12.0% with semi-annual compounding. The rate is
based on the Company’'s cost of capital determined by the Indiana Commussion in its rate order of January 20, 1983, The
previous AFUDC pretax rate of 12.5% with semi-annual compounding had been i effect since January 1, 1982. The
related income tax effects apphicable to the capitalized interest component are recorded as deferred income tax expense.

(¢) Federal and State Income Taxes

Income tax timing ditferences, due pnmarly to accelerated tax deprecation and deduction of certain unlity plant costs
capitahized per books, receive comprehensive income tax allocation treatment in determining the provision tor taxes.
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The Company is deferring investment tax credits utilized and amortizin%thc accumulated balance over the useful life of the

which gave rise to such credits. The Company for 1982 and 1981 gencrated an additional 1 1/2% investment tax

it for the Investment Tax Credit Em Stock Ownership Plan (ESOP). For 1983, the additional 1 1/2% investment

tax credit was replaced by a 1/2% payroll based ESOP. The election of credits applicable to ESOP will not be determined un-
til the 1983 Corporate Net Income Tax Return is filed.

(d) Unamortized Debt Discount, Premium and Expense

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

(e) Operating Revenues and Fuel Costs

The Company records revenues as billed to its customers on a cycle billing basis. Revenue is not recorded for energy
delivered and unbilled at the end of each fiscal period.

Fuel cost charg= factors, applicable to all of the Company’s metered kwh sales, are based on estimated costs of fuel; as actual
costs of fuel are determined, any differences are deferred and billed in subsequent months.

. Rates. On January 20, 1983, the Indiana Commission granted the Company a 12% increase in retail rates; the approved
rates were designed to uce additional annual revenues of $81.2 million. The state appointed Utility Consumer
Counselor has appealed the January 20, 1983 order. To the extent that the rates authorized by the Commission are not sus-
tained, the Company could be subject to refund requirements. The Company belicves the 1983 order will be upheld.

In February 1983, the Federal Energy Regulatory Commission (FERC) ap| roved an increase in wholesale rates, negotiated
by the Company with its wholesa!> customers, designed to produce additional annual revenues of approximately $15.4

million effective February 1, 1983,

On March 1, 1983, the Court of Appeals of Indiana firmed the Indiana Commu-sion’s or.der of June 10, 1981, which
granted the Company a $112.7 million increase in retau rates.

On January 16, 1984, the Company filed a petition for emergency rate relief with the Indiana Commission requesting an in-
crease in retail rates of 14% or additional revenues of $105 million on an annual basis. Hearings on this petition comm: nced
February 14, 1984. On February 29, 1984, a Settlemen. Agreement between the Company, the Unlity Consumer
Counsclor and certain intervenors was submitted to the Indiana Commission for approval.

The Agreement provides for an emergency raie increase of 5% or additional revenues of $37.9 million on an annual basis.
The amounts received from this rate increase will be separately accounted for and will be deducted from the Marble Hill in-
vestment to be amortized; such revenues would not affect earnings in 1984,

Among other things, the Agreement requires the Company to continue negotiations for the arrangement of a revolving
credit agreement and to negotiate prepayments from major customers and defer payraents to contractors and suppliers,

where possible.

The Agreement further provides for Indiana Commission assurances of the regulatory principles to be applied in the
recovery of Marble Hill costs, to the extent such costs were prudently incurred. These principles are: insuring the continued
ability of the Company to meet its contractual and franchise obligations and assist in an orderly recovery by the Company to
financial health; regaining access to capital markets to finance required capital expenditures and meet its utility and cial
obligations; and providing for a balancing of the legitimate interests of the ratepayers and the investors.

The ement also provides that this proceeding may be reopened for further heanings if external credit sources are not
available to the Company. The Indiana Commission approved the Settlement Agreement in an order dated March 8, 1984.

. Capital Stock. The Automatic Dividend Reinvestment And Stock Purchase Plan (ADR) was terminated effective Janu-
ary 2, 1984

The Employee Stock Purchase Plan (ESPP) and ESOP were amended effective January 1984. With the amendment, the is-
suance of new common stock for these plans has been discontinued.

At December 31, 1983, the Company had reserved 740,291 shares of common stock for issuance under the ADR, ESPP
and ESOP, .
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The changes in common stock for 1983, 1982 and 1981 were as follows:

Shares Issued Amount
1983 1982 1981 1983 1982 1981
(millions) .
Public Offerings ... .. 2.5 4.0 6.7 $ 62.2 $100.8 $134.2
ADR......... .. OPTEET B - 1.8 1.3 52.7 423 253
ESPPand ESOP ... 5 4 3 12.6 87 54
53 62 83 $127.5 $151 8 $164.9

Charter proviaons imit dividends on common stock to 75% of net income available if the ratio of common stock equity to
total capitalization of the Company is less than 25%, or to 50% of such net income if such ratio is less than 20%. As of
December 31, 1983, the ratio of common stock equity to total capitalization was 47%.

The Mortgage Indenture provides that, so long as any bonds are uumandm'g under the Indenture, the Company shall not
declare or pay cash dividends on shares of its capital stock (other than on preferred stock) except out of carned surplus or net
profits of the Company.

Long-Term Debt. The sinking fund requirements with respect to first mun?agc bonds of the Company uutstmdm&at
December 31, 1983, ted (exclusive of redemption premium) $8.3 million in 1984, 1985, 1986, 1987 and $8.0
million in 1988, Addition:]y under the Indenture, the Company is required annually to expend the greater of 15% of gross
operating revenues as defined by the Indenture or 2 1/4% of depreciable property as of January 1 of such year for
maintenance and repair of mortgage property, the construction or acquisition of bondable property, or the retirement of
bonds issued under the Indenture. For 1984, the maintenance and renewal fund requirements are estimated to be $48.1
milhion. While the Company has met sinking fund and maintenance and renewal requirements by certifying bondable prop-
erty additions in the past, the present lack of bondable property additions 1s expected to require cash payments or purchase
of outstanding bonds to meet sinking fund and maintenance and renewal requirements in 1984,

First mortgage bond matunities are $25 million in 1984, $50 mullion in 1985, $12.5 million in 1986, $147.5 million in 1987
and $12.5 mulion in 1988, The Senes K, $25 million. First Mortgage Bonds, duc January 1, 1984, were retired on that
date.

Preferred Stock with Mandatory Redemption. Holders of the 9 60% Cumulative Preferred Stock, $100 par value, and
the 13.25% Cumulative Preferred Stock, $100 par value, are entitled to the same nghts and preferences as other $100 par
value cumulative preferred sharcholders as stated in the Amended Articles of Consolidation of the Company except with
respect to redemption prices and sinking fund requirements.

Optional nght ut'rcdcmrnun tor preferred stock with mandatory redemption wall not be cumulative and will not reduce the
mandatory sinking fund requirement in any subsequent vear. The sinking fund requirement may be satistied in whole or
part by crediting shares acquired by the Company. To the extent the Company does not sausfy its mandatory sinking fund
obhgation in any year, such obligation must be satisfied in succeeding years. It the Company is in arrears in the redemption
of the shares pursuant to the mandatory sinking fund requirement, the Company shall not purchase or otherwise acquire
tor value or pay dividends on Common Stock.

The mandatory sinking fund for the 9. 60% Cumulative Preferred Stock requires the Company to acquire by redemption
13.750 shares on December 1, 1987, and on cach December 1 thereafter to and ncluding December 1, 2018, and 60,000
shares, or such lesser number of shares as shall be then outstanding, on Decemiber 1, 2019.

'he mandatory sinking fund for the 13.25% Cumulative Preferred Stock requires the Company to acquire by redemption
30,000 shares on March 1, 1988, and on each March | thereafter to and including March 1, 2002

The gate amount of the sinking fund requirements for camulative preterred stock outstanding at December 31, 1983
totalled $1.4 mullion for 1987 and $4.4 million for 1988

Preferred Stock. If dividends on all Cumulative Preferied Stock ourstanding are in arrears in an amount equivalent to four
or more quarters, the recordholders of the Cumulative Preferred Stock shall elect a majority of the Board of Directors at cach
meeting of sharcholders at which directors are elected until such time as all of the dividends in arrears are paid

Pension Plan. The Company’s non-contrtbutory pension plan covers all emplovees imeeting certain minimum age and ser-
vice requirements. The unfunded actuanal hability of $3.1 mullion at January 1, 1983 1s being funded over a penod of 25
years. The Company’s policy 1s to fund pension costs accrued, which amounted to $6 8 million in 1983, $6.1 million in
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1982 and $6.0 million in 1981. However, the Company will elect to fund its pension costs for 1983 at a minimum funding
level of $5.0 million as prescribed by tax laws. The actuarial calculations include interest assumptions of 7.5% for 1983 and
1982 and 6.0% for 1981. Accumulated plan benefits and assets are presented below:

January 1
1983 1982 1981
(milhons)
Actuanial present value of accumulated plan benefits
T e A I ST PO $62.3 $52.3 $54.2
T e RS TR o R N . ok k- 6
$63.0 $52.8 $54.8
Plan assets available forbenefits . ... .............. $90.5 $79.9 $71.1

10. Short-Term Borrowings and Compensating Balances. At December 31, 1983, the Company had bank lines of credit ag-
gregating $138.4 million, (excluding lines of credit totalling $8.1 million which cxgimd December 31, 1983 and were not
renewed) of which $36.0 million required compensating balances; $43.0 million ad commitment fees for the lin_cs and
compensating balances for any borrowings; $56.5 million had commitment fees only and $2.9 million was available without
compensating balances or commitment fees. Bank loans under these lines are at the bank’s prime lending rate. The sale of
the (E:)mpany’s commercial r is supported by a portion of these lines of credit. During 1983, three banks cancelled the
Company’s lines of credit totalling $26.5 million. Subsequent to Decembe: 31, 1983, a fourth bank advised the Comp=-.y

that $1.5 million remaining unborrowed under their commitment would not be available to the Company.

The Company has a nuclear fuel leasing and credit arrangement (see Note 15), which also permics the Company to issue
promissory notes for general corporate borrowing; $58.4 million was available at December 31, 1983, of which $49.3

million was utihized.

On January 9, 1984, the Company filed a petition with the Indiana Commission requesting authority to enter into a short-
term credit arrangement of up to $500 million. Current authonzation by the Indiana Commission provides for short-term
credit of up to $275 million. The Company is currently negotiating with a group of banks to arrange such credit facility.

The Company’s ability to obtain a credit arrangement is contingent upon potential lenders’ acceptance of the terms of the
Settlement Agreement described in Note 4 as being adequate to support extension of additional credit. Without access to
additional credit, maintaining the Company’s short-term financial viability would require arrangements with contractors
and suppliers for deferral of payments and further cuts in operations, which would adversely affect 1ualifz of service. The
Company’s ability to continue payments of dividends to common sharcholders could also be adversely affected. There can
be no assurance that a credit agreement can be obtained. Long-term financial viability will depend on adequate and timely
recovery of Marble Hill costs as discussed in Note 1.

For the years 1983 and 1982, the Comp:ny had short-term borrowings outstanding at vanious times as follows:

Weghted
Weighted Maximum Average Average
Average Amount Amount Interest
Inte:est Outstanding Outstanding Rate
Balance at Rate ac at any during the during the
Dec. 31* Dec. 31 Month End* Year* Year
1983
BankLoans ............ $149.4 11.0% $149.4 $32.2 10.2%
Commercial Paper .. ..... 10.0 9 9.7
Trust Demand Note ... .. 10.0 4.5 9.0
OMe ..oconvvsvnscnnne 493 9.9 49.3 7.6 10.2
1982
Bokiose ............. $117.8 $34.6 10.6%
Commercial Paper ... .. .. 60.7 7.6 10.6
Trust Demand Note . . ... .. $10.0 8.8% 10.0 10.0 12.3
O < - - 5 daiin vl p s s 15.0 5.2 12.3
*millions

11. Income Tax Expense. Deferred income taxes (net) are due to iming differences between book and income tax deductions.
Deferred income taxes anising from the debt component of AFUDC were $43.3 million for 1983, $38.1 million for 1982
and $21.5 million for 1981; deferred taxes due to accelerated tax depreciation were $20.6 million for 1983, $20.2 million for
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12.

13.

1982 ond $15.3 million for 1981; and deferred taxes due to the capitalization of certain administrative costs were $4.3
million in 1983, $7.7 million in 1982 and $5.8 million in 1981.

The computation of combined federal and state income taxes, including amounts in other income-net, is as follows:
1983 1982 1981

(millions)

DOORRBERMDDMINE ;- ., v vinonvosvn s s s nwnsis s $255.8 $233.2 SI51.6
ECOMS SN ERPRINE . . . . ..o iiht iabbna iy 116.4 107.2 80.0
T T S RN L S L S e 3722 3404 2316
Less:

AFUDC-—nontaxable equity component . ... ... .. 130.1 1176 638

R P T o T 4 2 1)
Taxableincome . ... ........ . ... ... .. 241.7 2226 1679
Federal and state income taxes at

statutory rates of 48.16% for 1983 and 1982,

and47.62%for 1981 . ...........0ciiinnnns $116.4 S107.2 § 80.0

Investment tax credits generated dunng the years 1983, 1982 and 1981 have been in excess of the investment tax credit
limitations established by law. For the year 1983, up to $38.8 million of unused investment tax credits will be carried for-
ward to offset future years’ tax habilines as permitted by law. Prior vear carrvforwards were utilized in 1983 und 1982,
respectively.

If the Marble Hill project were to be written off for tax purposes by the Company, related investment tax credits would be
recaptured.

Other Construction Commitments. The Company estimates that $108 million will be expended for construction during
the 1984 -1985 penod.

Other Contingencies. On January 9, 1984, two Complaints were filed in the United States District Court for the Southern
Disinct of Indiana by sharcholders against the Company, certain directors, certain officers of the Company, Morgan Stanley
& Co. Incorporated, Dean Witter Reynolds Inc. (as a class consisting of 92 other underwriters) and Arthur Andersen & Co.
Each Compiaint purports to be a class action against the named defendants on behalf of all sharcholders who purchased
Common Stock of the Company in the open market from January 28, 1983 througl(; December 22, 1983, including per-
sons who purchased shares ot stock through a public offening commenced on or about June 22, 1983.

Each Complaint alleges that the defendants violated the Securities Act of 1933, the Exchange Act of 1934, rules pro-
mulgated thereunder, and the common law in issuing or causing to be issued untrue statemeats of material facts or omis-
sions of matenal facts in the 1982 Annual Report to Sharcholders and other communications to shareholders and other
documents filed with the Securities and Exchange Commussion, including the Prospectus dated June 22, 1983, with respect
to the Marble Hill project, its estimated cost, in-service dates, its need, the financial condition of the Company and the con-
sequences of canccﬁm(m or termination.

Fach Complaint also charges the defendants with fraud and deceit in the making of matenally false and misleading
statements, and with negligence in the permitting of making materially false and misleading statements.

The Complaints seek unspecificd monetary damages, with interest, costs and fees assessed against the defendants. Specifical-
ly, the Complaints charge that the plaintiffs were misled by mrn:scnmtions of continuing dividend growth, the need for
Marble Hill, the estimates of cost and scheduling of Marble Hill, the failure to mention cost overruns, cost control failures,
the possibility of termination or cancellation, the ultimate cost at which the project would be uneconomical, and the failure
to disclose the effects of cancellation on the financial viability of the Company.

As of February 29, 1984, a total of thirteen Complaints have been filed by shareholders against the Company and others.
The Complaints purport to be class actions against the named defendants on behalf of all persons who purchased Common
Stock of the Company duning vanous periods in 1982 and 1983. The basis and allegations of all Complaints are similar to
those descnbed above.

The Company is uninsured with respect to these actions, except to the exteni that it is required or permitted to indemnify
directors and officers for their losses pursuant to statutory or common law or pursuant to duly effective Charter or By-law
provisions. The policy limits are $55 million with a $100,000 deductible applicable to the Company.
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14.

15.

16.

—

Based on the events and circumstances resulting in the above Complaints, it 1s reasonably likely that other claims will be
asserted by sharcholders. The amount and basis of any such clains cannot now be determined.

The Company believes it has substantial defenses to these Complaints, but their outcome cannot be determined.

As of March 5, 1984, two stockholder derivative actions had been filed on bebalf of the Company against certain officers
and certain directors.

Jointly Owned Plant. The Company has joint ownership agreements with WVPA and Indiana Municipal Power Agency
(IMPA) for Gibson Unit 5. The Company’s investment in such Unit was $198 million at December 31, 1983, which
re nts the Company’s 50.05% ownership interest. Proportionate operating expenses are billed currently and are
reflected as a reduction in the applicable operating expenses on the Statements of Income.

Leases. The Company has a nuclear fuel lease arrangement with the PIN Energy Trust which has a borrowing capability of
up to $150 million for the acquisition of nuclear fuel. At December 31, 1983, nuclear fuel lease obligations totalled $87.6
million (see Note 10).

Rentals incurred under financing leases not capitalized and operating leases are less than one percent of electric operating
revenues. The effect on the financial statements, if all financing leases had been capitalized, is not matenal.

1983 and 1982 Quarterly Financial Data (Unaudited).
Operating  Operating Net Earnings

Quarter Ended Revenues* Income* Income*  Per Share
1983
March3l......... $219.8 $ 43.5 $ 57.8 $1.04
June30 .......... 208.0 42.9 59.6 1.07
September 30 . . ... 233.9 53.2 72.0 1.24
December 31 ... ... 212.2 46.0 66.4 1.11
Total $873.9 $185.6 $255.8 $4.46
1982
March 3l ... ... ... $222.8 $ 50.1 $ 642 $1.36
June 30 ........... 191.1 40.1 589 1.16
September 30 ... . 205.2 436 62.5 1.20
December 31. ... 190.3 359 47.6 83
Teral $809 4 $169 7 $233.2 $4.55
*millions



MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATION
CAPITAL RESOURCES AND LIQUIDITY

The Company continued to expenience inadequate levew of internal cash generation in 1983, The Company’s nability to recover
the cost of capital associated with the Marble Hill construction program through rates continued to be the primary factor for con-
tinued rehance on external capiral markets.

The Company’s proposed Rate Control Plan would have increased internal cash generation and reduced the requirements for
capital from external sources for the Marble Hull construction program.

The series of state government and regulatory actions beginning with the suspension of hearings on the Company’s Rate Control
Plar: and culminating with the Task Force recommendations to cancel Marble Hill, and the Governor's endorsement of those
recommendations, have resulted in an elimination of the Company’s ability to access long-term capital markets. As a result, on
January 16. 1984, the Board of Directors announced that the Company was financially unable to proceed with its portion of the
Marble Hill construction program.

Expenditures for construction have been significant in the last several years. In 1983 capital expenditures totalled $674 million,
compared with $670 million in 1982 and $543 mullion in 1981, “1i:cse amounts exclude reimbursements in connection with the
transfer of 49.95% of Gibson Umt 5 and certain transmission and distribution property in the amounts of $109 million, $107
million and $35 million, respectively, 1o other parties. Marble Hill expenditures, included above, were $587 million in 1983,
$453 million in 1982 and $322 nullion in 1981. A portion of the construction needs for 1983 were met through short-term bor-
rowing: which aggregated $198.7 million at December 31, 1983,

A sharply reduced construction program is planned for the next several vears. The Company’s construction expenditures are
estimated at $42 million for 1984 and $66 million for 1985 Expenditures for Marble Hill are estimated at $110 mullion tor 1984
and $24 million for 1985. Expenditures for nuclear fuel and commitments under nuclear fuel contracts are estimated at $6
milhon tor 1984 and $341 million for the 1985 -1993 period. WVPA has indicated it is discontinuing its Marble Hill and nuclear
fuel payments (See Note 2). This could require the Company to make additional expenditures of $16 million in 1984, $il
milhon in 1985 and $65 million dunng the 1986 -1993 penod.

The Company has taken action to maintain short-term finan al viability including reductions in operating expenditures and a
reduction of the quarterly dividend on its common stock, payable March 1, 1984, from 72¢ to 25¢ per share. Also on January 16,
1984, the Company filed a petition with the Indiana Commission for emergency rate relief amounting to $105 million on an annual
basis. On March 8, 1984, a Sertlement Agreement between the Company, the Utility Consumer Counselor and certain intervenors
was approved by the Indiana Commission. The Agreement provides for an emergency rate increase of 5% or additional revenues of
$37.9 million on an annual basis. The Agreement prevides that these additional revenues will be accounted for separately and will be
deducted from the Marble Hill investment to be cmortized; such revenues will not atfect carnings in 1984. Additionally, the Com-
pany has petitioned the Indiana Commission tor authority to arrange a credit facility of up to $500 million with a number of banks.
The ability to obtain a credit arrangement is contingent upon potential lenders” acceptance of the terms of the Agreement as being
adequate to support extension of additional credit. Without access to additional credit, maintaining the Company’s short-term
financial viability would require arrangements with contractors and suppliers for deferral of paym _nts and further cuts in operations,
which would adversely affect quality of service. The Company s ability to continue payment « 1 dividends to common sharcholders
could also be adversely affected. There can be no assurance that a credit arrangement can be —*+ained.

The Company believes that in order to rebuild long-term financial stability, it must be aliowed to recover its Marble Hill invest-
ment through rates. The Company intends to seck such authonity by filing a retail rate case in the spring of 1984 and a wholesale

rate case thereatter.
RESULTS OF OPERATIONS
kwh sales and revenues
Total kwh sales increased 1% in 1983 compared with a decrease of 6.1% in 1982 and a 6% decrease in 1981 Increased economic
activity and the above normal temperatures during the summer of 1983 attnibuted to the increased kwh sales. Increases in retail
sales were offset by a decrease in sales for resale resulting from the previous transfer of a portion of Gibson Generating Station
Unit 5 to WVPA. Sales data tor the penods were as tollows:

incre.se (decrease) from prior year

1983 1982 1981
Kwh Sales
Domestic 1.1% 1.1% (3.5)%
Commercaal ) 4.2 1.7
Industaal 4.0 (6.1) (.5)
Total Retai! - 2.2 (1.2) (T
Sales tor aesale (8.8) (22.6) 1.0
Total sales 1% 6.1)% 1.6)%
Operating Revenues 8.0% 12.4% 11.5%

Increases in operating revenues for the 1983, 1982 and 1981 penods primanly reflect rate increases.
R |
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fuel costs
Fuel costs per million bru for 1983 was $1.40, compared to $1.45 in 1982 and $1.29 in 1981. In 1983 total fuel costs increased

due to increased generation, which was partially t by decreased fossil fuel prices, whereas the 1982 and 1981 increases were
due primanly to increased fossil fuel pnces.

other power sales

Short-term power sales increased significantly as a result of negotiated reductions in coai prices with the major coal suppliers.
However, these off-system sales were in part offset by purchases from the Company’s Gibson 5 partners in accordance with con-
tractual “‘buy-back™ arrangements.

taxes

Income tax expense and its components varied due to fluctuations in taxable income and investment tax credit provisions (See
Note 11 of the “Notes to Financial Statements’” for additional discussion).

operation and maintenance

Despite a full year’s operation of Gibson Unit 5, other operation and maintenance expenses increased only siightly during 1983.
This was made possible by the Company’s cost containment efforts offsetting the effects of inflation and higher wage levels. The
creases during 1982 and 1981 were the result of the effects of inflation, higher wage levels, customer growth, additions to the
transmission and distnbution systems and th= addition of Gibson Unit 5.

capital cosi: and allowance for funds used during construction (AFUDC)

Increases in interest charges in 1983 reflect the annualized interest charges for securities issued in December 1982 to finance the
Company’s construction program.

The increase in AFUDC primanly reflects the nsing level of construction work in progress for the Marble Hill project.

carnings
Income available to commeon stockholders increased in 1983 principally due to increases in AFUDC. However, earnings per share
decreased to $4.46, reflecting increased shares of common stock outstanding. Earnings per share for 1982 and 1981 were $4.55

and $3 .42, respecuvely.

Earnings per share of common stock, excluding AFUDC, less the related income tax effects applicable to the capitalized interest
component, for 1983, 1982 and 1981 were $.98, $§1.02 and $1.09, respectively.

The discontinuance of AFUDC and the charging to income of certain Marble Hill costs will result in a substantial decline in earn-
ings for the year 1984 (See Note 1 of the *““Notes (o Financial Statements”’).

rate matters
See Note 4 of the “*Notes to Financial Statements™.

dividends

Because of the Company’s current cash needs and finanaal condinon, common stock dividends payable March 1, 1984, were
reduced from 72¢ to 25¢ per share. Future dividend policy will be dependent on the Company’s financial condition and recovery
of the Marble Hill investment through rates.

inflation

The estimated effects of inflanon on the Company’s operations are presented on pages 28 and 29 ““Supplementary Data on
Changing Prices”. The continued impact of inflation on operations, as well as construction costs, may require pcriozc rate ad-
justments to maintain adequate earnings levels.

sclected financial data
1983 1982 1981 1980 1979

Operating revenues* $ 8739 $ 8094 § 7201 § 6457 § 6285
Net income* 255.8 233.2 151.6 122.7 123.0
Common stock

Farmings per share 4.46 455 342 3.21 379

Dividends paid per share 2.82 2.72 2.57 244 2.28
Total assets* 43448 38132 32855 28089 23421
Cumulative preferred stock

subject to mandatory

redemption*® 95.0 95.0 71.0 50.0

Long-term debt* 1367.0 1367.0 12320 1057.0 832.0
PIN nuclear fuel trst

obligations* 87.6 55.6 24.1
*millions



SUPPLEMENTARY DATA ON CHANGING PRICES

Supplementary Data on Changing Prices (Unaudited). The following supplementary data are provided in accordance with the
requirements of the Financial Accounting Standards Board (FASB) Statement No. 33, Financial Reporting and Changing Prices,
for the purpose of reporting certain information as to the effects of changing prices on the Company’s operations. The
Company’s financial stztements are prepared based on histonical pnces in effect when the transactions occurred; the FASB state-
ment requires the statement of income and certair other information to be prepared on two addinonal bases: the constant dollar
basis and the current cost basis. The constant dollir basis represents the restatement of histoncal costs to current-day price levels,
utilizing the Consumer Prce Index for All Urban Consumers (CPI). The current cost basis represents the restatement of

historical costs of net utihty plant to current reproducr.on cost utilizing the Handy-Whitman Index of Public Unlity Construc-
tion Costs.

Changing prices impact common stock equity in two ways. First, under ratemaking procedures prescribed by the regulatory com-
missions to which the Company 1s subject, only the onginal cost of utility plant is recoverable in revenues as depreciation. The
cost of utihity plant, determined on the constant dollar and/or current cost basis in excess of onginal cost, s not presently
recoverable in rates as depreciation, nor as a deducnion for income tax purposes, and is defined as a reduction to net recoverable
cost. Second, ‘monctary assets’, such as cash and claims to cash, lose purchasing power dunng inflatonary periods because
monetary asset, “ay fewer goods and services as the general pnce level increases. Conversely, “monetary liabilities’, such as long-
term debt, gain because the liabilities will be repaid by dollars having less purchasing power. The net change in monetary assets
and liabilities (which excludes utility plant, unamortized investment tax credits and common stock equity) is reflected as a gain
(or loss) in purchasing power.

()pcrmnﬁ revenues and other operating expenses (exclusive of depreciation) in the statement of income have not been restated
since such amounts would not be matenally different if determined on a constant dollar or cucrent cost basis. The cost of fuel
used in generation is not restated due to the current recovery of actual fuel costs through fuel cost charge factars or adjustments in

basic rate schedules. Depreciation expense has been restated by applying current Company depreciation rates to indexed utility
plant amounts.

The data presented in the following statements should be viewed as an estimate of the effect of changing prices, rather than as a
precise measure,

STATEMENTS OF INCOME
For the Year Ended December 31, 1983

H)mnnulwﬁu\s Constant Dollar Basis Current Cost Basis

“laverage 1983 dolarsy

(milhons)
Income Availab e for Common Stock—Actual $227.3 $227.3 $227.3
Change in Deprecianon due to Changing 'nces _(96.7) (113.0)
Income Available After Adjustments $227.3 $ 1306 $1143
Earnings Per Share on Adjusted Income $ 446 $ 2.56 $ 2.24
Other Impacts of Changing Prices
Increase in current reproduction cost of net plant § 1418
Less increase in net plant based on CPI Index 232.8
Increase (Decrease) in current reproduction cost
over CP1 91.0)
Adjustment of restated plant costs to net
recoverable cost $ (63.0) 43
Gain due to repayment of debt with dollars of less
purchasing power 933 93.3
Income Available for Common Stock
(As Adjusted) $ 1609 $ 1609
Earnings per Common Share (As Adjusted) $ 316 $ 316
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The following summary is a five-year companison of selected supplementary financial data (historical) which have been restated in
average 1983 dollars (except actual data where indicated):

Years Ended December 31

1983 1982 1981 1980 1979
(millions)
ting rcvenues
$ 8739 $ 8094 § 720.1 $645.7 $628.5
As adjusted by CPI Index $ 8739 $ 8357 § 789.1 $780.9 $863.0
Constant dollar information (Based on CPI Index)
Net income $ 159.1 $ 1344 § 754 $644 S 995
ings per common share
As adjusted for additional depreciation 2.56 2.33 1.34 1.20 2.73
As adjusted for total impact on common stock equity 3.16 3.32 I.11 (.50) 45
Net assets (common stock equity) at year-end at
net recoverable cost 14388 ' 12805 10967 9721 9564

Current cost information
(Based on current reproduction cost)

Net income § 1428 $ 1184 § 588 $ 523 § 785
Earnings per common share

As adjusted for additional depreciation 2.24 1.98 90 81 1.98

As adjusted for total impact on common stock equity 316 3.32 1.11 (.50) 45
Increase in CPI Index over current reproduction

cost—net plant 91.0 (29.5) (104.3) 2319 153.]
Net assets (common stock equity) at year-end at

net recoverable cost 14388 | 12805 10967 9721 956.4
General information
Gain due to repayment of debt with dollars of less

purchasing power $ 933 $ 9.1 § 156.2 S$204.3 S$1995
Cash dividends declared per common share

Actual s 28 $ 272 8§ 257 $244 § 228

As adjusted by CPI Index § 28 $ 281 § 28 $29 §$313
Mzn;k‘;tarncc per common share at year-end

A §$ 11.63 $ 2488 § 2025 82063 $23.38

As adjusted by CPI Index § 11.63 $ 2569 § 2219 82495 8$32.10
Average CPI Index 298.5 289.1 2724 2468 2174

1 / At December 31, 1983, the constant dollar and current cost bases of plant, net of accumulatzd depreciation, were $5,895.3
million and $5,787.9 million, respectively, compared with net onginal cost of plant of $4,054.9 million.
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10 YEARS OF PROGRESS

1983 1982
KILOWATT-HOURS SOLD (mnllmm)
Domestic 4,983 4,927
Commercal ‘ . ! 3,694 3.654
Industnal = i 5,860 5,635
REMCs Y , o SO n 4 . 1,526 1,826
Municipals - 5 385 : . 1,529 1,525
All Other : - 63 il
Toral . . ’ ; . , . 17,655 17,535
OPERATING REVENUES ’mtmnnds)
Domestic . $ 319,124 $ 285293
Commercial 192,372 181,553
Industrial . 232,712 215,187
REMCs . . ; 54,405 60,039
Muncipals . .. 51,779 50,501
All Other . : . 23,533 __leg2l
SALES AND Tonal $ 873,925 $ 809,394
CUSTOMERS Average Prce per Kilowatt-hour 4.86¢ 4.53¢

CUSTOMERS (annual averages)

Domestc J 475,539 473,260
Commercial 63,618 63,543
Industrial . 2,469 2,479
REMCs (delivery points served) 39 39
Municipals 25 43
All Other - 986 982

Total . 542,676 540 346
Heating Customers (included above) 100,466 97,106

DOMESTIC SERVICE (average per customer)

Annual Use (kilowatt-hours) 10,479 10411
Annual Revenue ! $ 671.08 $ 60283

Price per Kilowatt-hour 6.40¢ 5.79¢

KILOWATT-HOUR OUTPUT (malhons)

Generated (net) 24,309 21,841
Purchased : (5,068) 2.912)

Total 19,241 18929
Losses and Company Use 1,586 1,294
Total Sales 17,655 17,635
ELECTRIC S?S'I:EM_CBN_{IA‘%ING CAPABILITY mcg;wa;t;\ T R Y - bt 1
OPERATIONS Owned 5,687 5,843
Unit Power N _265 .
Toul 598 5843
MAXIMUM SYSTEM DEMAND (megawatts) A
Summer 3,771 3517
Winter 3,583 3,923
FUEL COST --per milon BTUs consumed $ 1.40 S 1 45
U'l'ﬂ.m PLANT CONSTIUCI‘BD ADDITIONS (fhnuund\) $ 558,237 $ 5475%
Marbie Hill Addinons included above (tl’ltmundsl 579,677 438.029
L COMMON STOCK BQUH'Y Y (thousands)® TP ) e ?l'.iﬁ.ou ol $1.262.847
Dividends per Share 182 2.72
Average Shares Outstanding 50,951 45,142
CAPITALIZATION Farmings per Share s 4.46 s 455
(December 31) CUMULATIVE PREFERRED STOCK (thousands) $ 330,000 S 330,000
Dividends 28,540 27,529
Average Dividend Rate 8.65% 8 65%
LONG-TERM DEBT (thousands) $1,367,000 $1.367.000
Interest on Debt 143,120 127 981
Average Interest Rare 10.47% 10 47%
EMPLOYEE  NUMBEROF EMPLOVEES (wt December 31, sa2er 531
DATA SALARIES, WAGES AND BENEFITS (thousands) S 174,853 S 161616

*Reflects 3-for-2 stock split m Apnl 1976



P.-U+«B-«L-+I-C S*E+*R+*V.:1C+E I« N+D+I+A+*N¢+A

1981 1980 1979 1978 1977 1976 1975 1974 1973
4874 5,049 4.763 4,731 4,568 4,136 4,068 3.657 3,632
3,508 3,450 3,295 3.080 3.248 3,025 2.924 2617 2,653
6.000 6,029 6,291 5813 5,711 5279 4,602 4,986 5.136
2,794 2,769 2,288 2,216 2,147 1.408 1.582 1,555 1,189
1,535 1,517 1,502 1,454 1,389 1,204 1,146 989 892
79 84 84 76 83 83 82 81 78
18,790 18,898 18,223 17,370 17,146 15,532 14,404 13,885 13,580
243485 S 218199 $209,152 $184,771 $162.703 $141,897 $111,084 $ 93,962 $ 90,295
154,074 136,752 131,799 111,344 102,700 90,031 72,628 60,687 59.083
194,533 169,681 176,334 148,796 126,469 105,077 77,115 70,170 67,190
76,706 74,096 64.078 52,268 44.905 33,656 23,204 19,503 12,994
40,067 36,317 35.620 31,221 25,329 19.416 15,186 11,335 8,673
11,261 10,643 11,555 10,023 7 805 7 665 6,631 5,205 5.130
720126 § 645088 $628.538 $538.423 $470.911 $397.742 $305, 198 $260.862 $243,365
3.80¢ 3.39¢ 3.4l¢ 3.07¢ 2.73¢ 2.54¢ 2.10¢ 1 86¢ 1.78¢
471.825 466974 460,258 451,491 442,674 435,512 429,186 423,663 415,772
63,436 62,641 61,865 61,039 60,131 £9,359 58,600 57,204 55,953
2,524 2,518 2522 2514 2,485 2,461 2,451 2,438 2,437
124 121 116 115 12 108 102 98 9%

43 43 43 43 44 “ 4 44 “

| 9% . 834 827 836 836 839 820 805
538,928 533,144 525,638 516,029 506,282 498,320 391,222 484,267 475,107
94,277 89,711 82,552 72,315 61,812 53,164 46,460 39,708 32,837
10,329 10,812 10,349 10,478 10,319 9,497 9.479 8.63! 8,736
51605 § 46726 $ 454 42 $ 40925 $ 36755 $ 32552 § 258 83 $ 221.79 $ 217.17
5.00¢ 4.32¢ 439 391¢ 3.56¢ 3.43¢ 2.72¢ 2.57¢ 2.49%
22,809 23,938 23,690 19.276 20,012 18,698 16,002 14579 14,977
2.517) (3,390) 4.011) 652) (1,504) (1,840) (350) 492 (347)
20,292 20,548 19.679 18,624 18,508 16,854 15,652 15,071 14.630
1,502 1.650 1456 1,254 1.362 1,326 1,248 1,186 1,050
18,790 I8 898 18.223 17.370 17,146 15,532 14,404 13,885 13,580
§.37 5.261 5678 5.028 4378 4378 3.730 3239 3.254
(152) 31 423 (229 183 (156) 93 361 30
5.222 4951 5,258 4.7 4,561 3222 3823 3.600 3.284
3,942 3.89 3.598 3,381 3.320 2922 2,924 2,706 2,751
3,895 3,554 3718 3.676 3.388 3.138 2.845 2,567 2,430
129 s 117 s 107 s 106 s 80 S 60 s 52 $ 39 s 30
10§ 48709 5364196 $297 880 $267 288 $209,392 S148.974 $160,661 $134.710
78,396 325,749 214,589 136,906 66,125 14,70 5.608 3.059 717
34284 S 844,401 $736.640 $624.707 $543,938 $462.427 $395,228 $343.157 $326,559
257 244 228 213 201 1.89% 1.73% 1 66 1.55%
37777 31,383 27962 25211 23.690 22,054 20,921 19,084 17.834

| 342 5 3 s 379 s 292 $ 328 s 30l $ 233 $ 253 s 243
000 S 285000 $235.000 $200.000 $155.000 $155.000 $115,000 $ 80,000 S 80,000
22,577 21,680 16,634 13,761 10,870 8,370 5,397 4,158 3878
8.29¢ 7 9% 7 56% 7 32% 7.01% 7.01% 6.49% 5.20% 5.20%
2000  $1.057.000 $832.006 $789,000 $689,000 $534.000 $534.000 $302.000 $395.000
10,316 79,556 61,622 52,131 44,491 37.068 33.161 26,226 21,704
10 02% 877% 7 64% 7 46% 7 25% 6.94% 6.94% 5.15% 5 49%
5,120 4868 4351 40 3.855 3701 3.333 3.449 3.290
4964 S 115136 $ 90764 $ 78.801 § 69,330 $ 60,177 $ 52,684 $ 46,991 $ 42,618
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RESPONSIBILITY FOR
FINANCIAL STATEMENTS

The financial statements of Public Service Indiana and
other financial information included herein are
representations of the management of the Company;
accordingly, the integrity, accuracy, objectivity and
consistency of presentation is assumed by Company
management. Financial statement preparation is in
conformity with generally accepted accounting pnn-
aples and follows accounting policies and principles
prescribed by the Public Service Commission of In-
diana and the Federal Energy Regulatory Commussion.

In meeting its responsibilities for the reliability of the
financial statements, management depends on the
Company’s system of internal accounting control.
This system s designed to provide reasonable
assurance that assets are safeguarded and transactions
are executed in accordance with  management’s
authonzation and recorded properly to permit the
preparation of financial statements in accordance with
the policies and princaples descnibed above. The Com-
pany also secks to assure the objectivity and integnty
of its accounts by careful selection of its managers,
division of responsibilities, delegation of authority and
communication programs for the entire organizaton
to assure that policies and standards are understood.

security markets, prices and dividends

Management utilizes an internal auditing program to
evaluate the adequacy and application of financial and
operating controls, compliance with Company
policies and procedures and the accountability and
safeguarding of Company assets. Management believes
that the Company’s accounting controls provide
reasonable assurance that errors or irregulantics that
could be matenal to the financial statements are
prevented or would be detected within a timely period
by employees in the normal course of performing their
assigned functions.

The Board of Directors, through its Audit Committee
composed of Directors other than Compeny
employees, pursues its responsibilities for these finan-
cial statements by meeting periodically with manage-
ment, the internal auditors and the independent
auditors to assure that they ar carrying out their
respective responsibilities. The Audit Committee has
full access to the interni! and independent auditors
and meets with them, with and without management
being present, to discuss auditing and financial report-
ing matters.

Hugh A. Barker
Chairman and Chief Executive Officer

The principal organized markets in which the Company’s common stock is traded are:

The New York Stock Exchange
The Midwest Stock Exchange

In addition the (bmsuny‘s common stock has unlisted trading privileges on the Cincinnati, Detroit and Philadelphia
exchanges. All cumulative preferred stock sold publicly s listed on the New York Stock Exchange and the 3 1/2%,
4.16% and 4.32% Senes are also listed on the Midwest Stock Exchange.

Company bonds sold publicly since 1969 have been histed for trading on the New York Stock Exchange.

The following table shows the quarterly high and low sale prices of the Company’s common stock on the composite

tape and dividends paid for the past two years.

1983 1982
high low dividend high low dividend
first $273/8 824112 $.69 $231/4  S201/8 $.65
second 27 1/4 23 3/4 69 24 1/4 21 172 69
third 26 1/4 24 72 245/8 21 3/4 69
fourth 27 3/8 107/8 72 27 12 227/8 69
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BOARD OF DIRECTORS

Hugh A. Barker
Chairman and Chief Executive Officer

of the Company

Ous R. Bowen, M.D.
Professor and Director,
Department of Family Medicine,
Indiana University School of

Charles W. Campbell
Retired Senior Vice President

John C. Hancock

Dean, Sciwools 6f Engineering
Purdue University, West Lafayette, Indiana

Shelton M. Hannig
President and Chairman of the Board,
Marsis, Inc., Design and
Construction, Terre Haute

ar Riley Jones
The Bloomington Herald-Telephone
and Bedford Daily Times-Mail,
Bloomington

OFFICERS

Hugh A. Barker
Chairman and Chicf Executive Officer

Darrell V. Menscer
President and Chief Operating Officer
W. E. George
Senior Vice President-Fossil Power
Jon D. Noland
Senior Vice President and Genera! Counsel
Vernley R. Rehnstrom
Senior Vice Presiden:-Finance
Seth W. Shields
Senmior Vice President-Nuclear Division
Willard Twyman
Senior Vice President-Customer Operations
William F. Brown
Vice President-Labor Relations
Llovd A. Crews
' Vice President-Construction

John P. Edwards
Vice President-Corporate Communications

Darrell V. Menscer
President and Chief Operating Officer

Melvin Perelman, Ph.D.
Corporacion, Pharmaceuticals,
Indianapolis
W. George Pinnell, D.B.A.,
Executive Vice President,
Indiana University, Bloomington
Richard B. Stoner
Vice Chairman of the Board,
Cummins Engine Company, Inc.,
Diesel Engine Man ing, Columbus
Burr S. Swezey, Jr.
Chairman of the Board,
Lafayette National Bank, Lafayette;
Chairman of the Board,
Union Bank and Trust Company, Delphi

Duejean C. Garrett
Vice Fresident and Associate General Counsel

Barton G. Grabow
Vice President-Corporate Affairs

Gerald Hoftmockel
Vice President-Power Supply

Danny L. Littell
Vice President-Technical Services
John P. Masselink
Vice President-Fossil Fuels and Mining
James H. Pennington
Vice President Customer Operations Support
Willlam M. Petro
Vice President-Nuclear Services
Richard P. Stein
Vice President-Public Affairs
Larry E. Thomas
" Vice President-Administrative Services
Charles E. Uhl

Vice President-Marketing and
Customer Services

audit committee
W. George Pinnell, chairman
Shelton M. Hannig, vice chairman

Dagmar Riley Jones
Hugh A. Barker, ex officio

compensation and
nominating committee
Richard B. Stoner, chairman
Melvin Perelman

Burr S. Swezey, Jr.

Hugh A. Barker, ex officio

corporate citizenship committee
Oris R. Bowen, chairrman
Dagmar Riley Jones

Richard B. Stoner

Hugh A. Barker, ex officio

finance committee

Hugh A. Barker, chairman
Charles W. Campbell
Darre!ll V. Menscer
technology committee
John C. Hancock, chairman
Shelton M. Hannig

Melvin Perelman
Darrell V. Menscer, ex officio

Willhlam M. Cook
Vice President-Northern Division

Harold L. Isaacs

Vice President-Southern Division
Richard E. Willis

Vice President-Western Division
W. J. Hebble

Treasurer
» E. Rogers
I( B Secretary
G. W. Roberts
Assistant Treasurer and Assistant Secretary
Donald W. Schichuser
Comptroller

James L. Koemg
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Greg K. Kimberlin
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stock transfer agents and registrars

Continental Illinois National Bank and Trust Company of Chicago
30 North LaSalle Street, Chicago 60693

Bradford Trust Company
67 Broad Street, New York 10004
dividend disbursing office
Investor Services Toll Free Telephone Numbers:
Public Service Indiana Indiana 800-382-1174
1000 East Main Street Other States 800-428-4337

Plainfield, Indiana 46168

The annual meeting of shareholders will be held at the Murat Theatre, 502 N. New Jersey Street, Indianapolis, Indiana,
on April 30, 1984. Sharcholders of record at the close of business on March 12, 1984 will be entitled to vote at the
meeting. Formal notice, proxy statement and proxy form will be mailed about March 23.

This annual and the financial statements contained herein are submitted for the general information of the
sharcholders of Public Service Company of Indiana, Inc., and are not intended for use in connection with any sak or pur-
chase of, or any offer or soliciration of offers to buy or sell, any securities of the Company.

PUBLIC SERVICE INDIANA
1000 East Main Street
Plainfield, Indiana 46168
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July 20, 1984

Mr. Harold R. Denton Docket Nos.: STN 50-546
Director of Nuclear Reactor Reqgulation STN 50-547
U. S. Nuclear Regulatory Cammission Coristruction Permit Nos.:
washington, D. C. 20555 CPPR - 170

CPPR - 171

Marble Hill Nuclear Generating Station - Units ! and 2
Dear Mr. Denton:
In accordance with 10 CFR 50.71(b), we are filing one (1) copy of the
annual financial report for 1982 for Public Service Campany of Indiana,
Inc. (PSI).
This annual report contains an auditor's report by Arthur Anderson and
Campany for PSI at page 12 of the report. Please advise if you have

questions.

Sincerely,

S. W. Shields

SWS:MEN:bjl
Attachment

cc: Director of Inspection and Enforcement
U. S. Nuclear Requlatory Cammission

washington, D. C. 20555

J. E. Konklin (w/o attachment)
J. R. Schapker (w/o attachment
E. P. Martin (w/o attachment)

P. W. O'Connor (w/o attachment)

P.O. Box 190, New Washington, Indiana 47162 812 .. 289
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