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In the past, the interests  
of our stakeholders were  
sometimes at odds. 

Regulatory constraints  
determined how we served  
our customers and how we 
charged for that service.
 
The past year has seen  
changes — for the better.  
The interests of Vectren  
and our stakeholders are  
now becoming aligned.
 
Let us show you how.

Vectren



Why would 
Vectren want 
to lower my  
energy bills?
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William and Mattie Miller  
Vectren South  
Gas and Electric Customers
Evansville, Indiana
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William and Mattie Miller  
Vectren South  
Gas and Electric Customers
Evansville, Indiana

alignment  
and  
conservation

Rising energy prices put everyone at risk. They put more 
customers into the “cannot pay” category, cause a strain on the 
economy and ultimately prevent Vectren from recovering its costs 
to ensure safe, reliable service.  
 However, Vectren’s innovative natural gas rate-making 
design, often referred to as decoupling, has aligned our interests 
with those of our customers, like the Millers, in lowering energy 
bills. Cost recovery is no longer impacted by declining volumes. 
Now, recovery of Vectren’s energy delivery costs is essentially set – 
allowing us to join forces with our customers in fighting the true 
driver behind high gas bills: the cost of natural gas that makes up 
about 70 percent of a residential customer’s bill. 
 Our goal is to help customers use less gas, use it wisely and 
use it more efficiently. Whether it be through rebates on ENERGY 
STAR® appliances, an online energy audit or simple tips such as 
leaving the drapes open during the day in the winter time, we want 
customers to save money in as many ways as possible.
 In 2008, we plan to bring the same concept to the electric 
side of the business, as we are working with Indiana regulators to 
drive down electric demand through a package of education and 
load control initiatives.
 Ultimately, these programs are about helping customers 
understand where there are opportunities to reduce their bills. 
It’s about education and changing a mindset – about helping our 
customers understand how they can reduce energy consumption 
without sacrificing comfort and providing them the tools and 
resources to live smart.



Why does Vectren  
own coal mines?
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Coal is the logical resource to generate the power needed to 
meet our customers’ needs here in the Midwest. With several 
billion tons of coal reserves available in southwestern Indiana, it’s hard 
to overlook a reliable, low-cost energy source sitting in our backyard. 
 The local coal industry provides thousands of jobs, fuels 
economic development and provides a domestic source of energy – 
specifically for southwestern Indiana. For Vectren, coal powers most of 
our generation fleet that serves more than 140,000 Hoosiers. 
 We value local mines serving local customers and believe 
strongly in homegrown, Indiana energy. So strongly that we are in the 
process of opening two more underground mines in southwestern 
Indiana, which will more than double our current production. When 
fully operational in 2010, the new mines will have created more than 
400 new jobs and brought millions of dollars in economic growth to 
Knox County and the surrounding areas. These additional jobs will 
more than double Vectren’s mining workforce.
 Coal will and must remain a part of Indiana’s and the nation’s 
energy portfolio – especially given the growing need for electricity.  
Coal-fired plants produce more than 70 percent of the electricity 
generated in Indiana and the surrounding states. And with the 
advancements in clean coal technologies, it’s never made more sense to 
tap into this abundant local energy source.
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Gary Gentry 
President,  
Knox County Development Corp. 
Vincennes, Indiana

availability 
and
value
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What is Vectren doing  
to help the environment?



Minimizing the environmental impact of our power 
generation fleet and energy delivery operations is 
paramount. Vectren employees are Vectren customers. We live and 
work in the same communities – sharing the same air, water and 
natural resources with customers like Diane Igleheart. 
 We’re proud to say Vectren’s coal-fired electric generation 
fleet is one of the cleanest in Indiana and among the cleanest in the 
Midwest. While others have delayed implementation of emission 
control equipment, we’ve blazed a trail for others to follow. By early 
2009, Vectren’s entire electric generation fleet will be 100 percent 
scrubbed for sulfur dioxide, 90 percent controlled for nitrogen oxide 
and will further reduce mercury emissions to help meet potential 
future mercury reduction requirements.
 At the same time, Vectren is turning its sights on Indiana-
based renewable energy sources. Partnering with a Benton County, 
Indiana wind farm, we will be purchasing 30 megawatts of wind power 
by mid-2008. Not only will renewable energy become a part of our 
generation portfolio, but also Vectren customers soon could have the 
opportunity to purchase more renewable energy at a fixed monthly 
charge through our Green Power program. 
 Now we are turning our attention to our carbon footprint.  
We are early in the process of creating initiatives to minimize our 
carbon output, which will focus on our energy delivery fleet and 
overall energy consumption.
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Diane Igleheart 
Vectren Shareholder and  
Life Trustee & Former Chair of the Indiana 
Chapter of The Nature Conservancy 
Evansville, Indiana

education and sustainability



Why does  
Vectren give 

money to 
communities 

instead of 
lowering bills 

further?
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President and CEO, 
United Way of the  
Greater Dayton Area 
Dayton, Ohio



Vectren  9

Marc R. Levy
President and CEO, 
United Way of the  
Greater Dayton Area 
Dayton, Ohio

Many say you can judge the vitality of a 
community by the financial stability of its 
social service agencies. Vectren management 
and shareholders agree. Through the Vectren 
Foundation, we’ve donated nearly $13 million 
since 2000 to hundreds of civic, education and 
nonprofit organizations throughout our service 
territory. And we’ve done so primarily at the 
expense of returns to our shareholders, such as 
the $5.8 million contribution to the Foundation 
that was made from 2007 synfuel-related earnings 
that will help the Foundation make future 
contributions. 
 At the same time, our employees continue 
to set new standards for giving – both of their time 
and money. Vectren employees logged more than 
21,000 hours in community service in 2007 and were 
responsible for nearly $415,000 in gifts to 60 different 
United Ways and their agencies throughout the 
Vectren service territory, such as the one that serves 
the Greater Dayton, Ohio area.
 Our primary commitment is making 
sure your lights come on and that your home is 
comfortable during the heating season. Yet our 
duty also extends beyond pipes and wires. It’s 
about advocating the interests of Indiana and Ohio 
customers on a regional and national level. It’s 
about being a local employer and investing in our 
region. And it’s about delivering the financial and 
human resources to create a viable social services 
infrastructure. We’re up to the challenge of creating a 
better world in which to live.

Commitment  
and  
values



How does Vectren 
ensure reliability  

in today’s  
unreliable world?
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Amber and Preston Van Til 
Vectren North Gas Customers
Greenwood, Indiana
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Most people only think about Vectren once a 
month. We prefer it that way. Our employees take 
pride in providing safe, reliable energy that often goes 
unnoticed – whether it’s heating a home during a holiday 
party or fueling the assembly line of a local manufacturer.
 Vectren’s nonutility companies align well 
with our energy delivery business to offer customers 
the same peace of mind. There’s a Miller Pipeline crew 
replacing eight miles of aging natural gas pipeline in 
Dayton, Ohio. Energy Systems Group is implementing 
an energy efficiency overhaul to an elementary school 
in Terre Haute, Indiana. Vectren Source is assisting 
municipalities and their residents manage energy costs 
in Ohio’s competitive natural gas market. And ProLiance 
Energy is providing school corporations with the ability 
to bundle natural gas purchases so they can reduce the 
cost of one of their largest budget items. 
 With a focus on reliability, safety and customer 
service, Vectren and our nonutility companies are 
addressing the energy-related needs of our customers, 
like the Van Tils, adapting to the ever-changing energy 
environment and providing short and long-term solutions 
to our country’s energy challenges.

collaboration  
and  
innovation

Amber and Preston Van Til 
Vectren North Gas Customers
Greenwood, Indiana



Tough questions are what come with 
this job. Sometimes the answers haven’t 
always been what people want to hear. 

Recent changes are helping make those 
answers easier to give.

Niel C. Ellerbrook –  
Chairman and  
Chief Executive Officer
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Niel C. Ellerbrook –  
Chairman and  
Chief Executive Officer
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Tough questions. Honest answers. From our customers to 
our investors, most of our stakeholders have certain views 
of energy companies – whether they are based on past 
experiences, basic assumptions or simple hearsay. These 
often long-standing opinions shape the way they react to 
our business model. Since our inception in 2000, we’ve 
been working diligently to break those paradigms and set 
a new standard of what it means to be an energy company 
in the 21st century. We want to be a customer advocate – 
not just a provider of basic necessities. We want to provide 
responsible environmental stewardship – not just responses 
to regulatory mandates. We want to be a part of the solution 
to our nation’s energy crisis – not a roadblock. 

We want our stakeholders to hold us accountable, ask 
questions and expect more, whether that individual 
be an energy delivery customer, a shareholder or an 
environmentalist. It’s our intention to continue to take on 
the tough obstacles that present themselves in this ever-
evolving energy industry and to do so transparently with 
the needs of our customers at the forefront. I’m proud to 
say we have successfully met many of these challenges, and 
more importantly, we have done so while simultaneously 
meeting investor expectations.

Financial Accomplishments

This past year was by all measures a financial success as 
reported 2007 net income was $143.1 million, or $1.89 per 
share, compared to $108.8 million, or $1.44 per share, in 
2006. Earnings from Vectren’s utilities were up sharply to 
$106.5 million in 2007 from $91.4 million in 2006. Factors 
that contributed to the increase were the implementation of 
new base rates in both the gas and electric divisions of our 
Indiana South territory, higher customer usage, and a full 
year of conservation-oriented rate structures (often referred 
to as decoupling) in both our Indiana and Ohio natural gas 
service territories.
 
Vectren’s nonutility portfolio, excluding synfuel-related 
results which ended in 2007, was again a significant 
contributor to corporate earnings with $34.0 million 
compared to $23.4 million in 2006. The increase was 
primarily attributable to higher earnings from Miller 
Pipeline (Miller) and the nonrecurring, unfavorable impact 
of a litigation settlement involving ProLiance Energy 
(ProLiance) recorded in the fourth quarter of 2006. 

The decision to purchase the remaining 50 percent of 
Miller in July 2006 and make it a wholly-owned subsidiary 

certainly reaped rewards in 2007. The pipeline construction 
and rehabilitation company contributed record earnings to 
Vectren of $6.1 million compared to $2.3 million in 2006. 
Working in collaboration with Vectren’s utilities and many 
others throughout the Midwest and Southeast, Miller has 
positioned itself to help its customers tackle the costly 
aging infrastructure issues facing the energy, water and 
wastewater industries.

ProLiance, the natural gas marketer of which Vectren 
owns 61 percent, reported a contribution to Vectren’s 
2007 earnings of $22.9 million, compared to $18.3 million 
the prior year. The increase was primarily due to the 
nonrecurring 2006 litigation settlement. Although operating 
earnings were down modestly year over year due to lower 
natural gas price volatility, ProLiance has continued to grow 
its storage capacity and optimization opportunities. By the 
end of 2008, ProLiance will have increased its firm storage 
capacity to nearly 50 billion cubic feet (Bcf) from 35 Bcf in 
2006. This increase will allow ProLiance to further grow 
its earnings based on presumed continuing volatility in the 
natural gas market. 

Energy Systems Group (ESG) continues to prove itself as a 
leader in performance-based, energy-efficiency contracting 
services and renewable energy projects. The wholly-
owned subsidiary recorded increased earnings of $4.0 
million, compared to $3.1 million in 2006, due primarily 
to higher revenues recorded from the monetization of the 
record backlog at the end of 2006. In January, the U.S. 
Environmental Protection Agency (EPA) awarded ESG 
a 2007 Project of the Year award for its Johnson City, 
Tennessee landfill waste-to-energy project. Recent federal 
legislation should continue to assist ESG’s growth in these 
types of renewable energy projects.

Although Vectren’s generation fleet, which is primarily coal 
fired, and a number of other coal-fired systems throughout 
Indiana have spurred growth for Vectren Fuels (Fuels), 
2007 results for this wholly-owned coal mining subsidiary 
were impacted by the effects of compliance with revised 
Mine Safety and Health Administration (MSHA) mine 
seal guidelines. The lost production time and higher sulfur 
content from coal mined under the revised mining plan due 
to the implementation of the MSHA guidelines caused Fuels’ 
earnings to fall to $2.0 million compared to $5.0 million in 
2006. Increases in coal prices and process improvements are 
expected to improve earnings over the next 12 months, and 
the anticipated 2009 opening of the first of two new Knox 
County, Indiana mines will continue to provide growth. 

Letter To Shareholders:
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 Year ended December 31,
In millions, except per share amounts  2007 2006 2005

Net income $ 143.1 $ 108.8 $ 136.8
Net income, excluding synfuel-related results(1)  140.1  114.1  125.1
Return on average common shareholders’ equity (ROE)  11.9%  9.4%  12.2%
ROE, excluding synfuel-related results(1)  11.6%  9.8%  11.2%
Shares outstanding at year-end  76.3  76.1  76.0
Average shares outstanding for basic earnings  75.9  75.7  75.6

Per Common Share

Basic earnings $ 1.89 $ 1.44 $ 1.81
Basic earnings, excluding synfuel-related results(1) $ 1.85 $ 1.51 $ 1.66
Dividends paid $ 1.27 $ 1.23 $ 1.19
Annual dividend rate at year-end $ 1.30 $ 1.26 $ 1.22
Book value $ 16.13 $ 15.43 $ 15.04
Market price at year-end $ 29.01 $ 28.28 $ 27.16

Basic EPS
Excluding Synfuel-Related Results
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Financial and Operating Highlights

(1)  Synfuel-related results of $3.0 million in 2007, ($5.3) million in 2006 and $11.7 million in 2005 had been primarily driven by tax credits derived from an investment 
in a partnership that produced coal-based synthetic fuel and processing fees received by Vectren Fuels from an unrelated synfuel producer. Synfuel-related tax credits 
and fees ceased at the end of 2007. In 2007 synfuel-related results were reduced by a $3.8 million, after tax, contribution to the Vectren Foundation.
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Alignment and Conservation

Customer energy efficiency programs created in 
collaboration with regulators in both states exceeded 
performance expectations in their first year. In Indiana, 
nearly $2 million was distributed in rebates to residential 
and commercial customers who chose to upgrade to 
high-efficiency natural gas appliances through Vectren’s 
Conservation Connection initiative. Collectively, these 
energy-efficient purchases helped 11,500 customers save 
on their gas bills. Additionally, in Indiana we created a 
conservation call center that was used by more than  
20,000 Hoosiers who were seeking ways to further 
reduce their gas bills. In Ohio, more than $3 million was 
distributed through the company’s Project TEEM home 
weatherization initiative, in which hundreds of lower-
income Miami Valley homeowners received free home 
energy efficiency makeovers, including new high-efficiency 
appliances, windows and insulation to help them break 
the cycle of sustained high energy bills. In both states, 
another 100,000 customers took the time to conduct online 
energy audits at Vectren.com in an effort to help pinpoint 
opportunities for energy savings based on their homes’ or 
business’ specific characteristics.

In January we began the regulatory process on demand side 
management initiatives for the electric side of the business, 
and we filed more robust gas conservation initiatives in late 
2007 as part of the Vectren Energy Delivery of Ohio rate 
case. We are continuing to align the interests of Vectren 
with those of our customers as we collectively work to 
reduce energy consumption. 

Availability and Value

Vectren has repeatedly emphasized the need for more 
electric generation and this past year proved to be a critical 
decision point for us. In the third quarter, we stepped 
away from the option of a partnership with Duke Energy 
on its integrated gasification combined cycle (IGCC) 
plant in Knox County, Indiana. Although this technology 
offers a way to burn Hoosier coal while minimizing the 
environmental impact and remains an endeavor Vectren 
supports, the initiative proved not to be the best fit for our 
generation needs. Therefore, we opted to pursue regulatory 
approval for the construction of a 100-megawatt (MW) 
natural gas peaker and anticipate an order in early fall 2008. 
This project will allow us to meet the near-term needs of 
our 140,000 Hoosiers with a local generating unit, while 

continuing to explore other generation options, particularly 
clean-coal and renewable alternatives, given the long-term 
needs of our customers.

At Vectren, we continue to believe coal has a prominent 
place in the generation fuel mix, especially given the 
abundant reserves in southwestern Indiana. We are 
capitalizing on the opportunities to harvest this local 
resource, and plans for Fuels’ two new underground 
mines are materializing quickly. Towards the end of 2007, 
the company received final approvals to begin mining 
operations. Construction work is underway and the project, 
which will be within 50 miles of eight coal-fired plants, 
remains on schedule for a 2009 coal production target for 
the first mine with the second mine online in 2010. 

Education and Sustainability

Vectren’s emphasis on coal naturally begs the question of 
sound environmental responsibility. I’m confident in saying 
we not only talk the talk when it comes to environmental 
stewardship, but we also walk the walk. Already one of the 
cleanest generation fleets in the Midwest through more 
than $300 million in expenditures for emissions-control 
equipment and nearly $100 million in additional upgrades 
underway, our fleet will soon be 100 percent scrubbed for 
sulfur dioxide (SO2), 90 percent controlled for nitrogen 
oxide (NOx) and will further reduce mercury emissions to 
help meet potential future mercury-reduction requirements. 
We are well ahead of peers in these expenditures, which 
are critical to ensuring a cleaner environment for our 
communities and future generations. Furthermore, since 
2001 we have successfully utilized a mechanism created 
by the Indiana General Assembly to ensure timely and 
equitable cost recovery.
 
In the third quarter of 2007, we received regulatory 
approval to incorporate a renewable energy source into 
our generation portfolio. By mid-2008, we will bring on 30 
MW of green power from an independently-owned Benton 
County, Indiana wind farm. Additionally, the company 
is seeking approval to implement a green power program, 
through which customers will be able to voluntarily 
purchase renewable energy at a fixed monthly charge for 
their homes or businesses. Vectren has also created  
a nonprofit agency the purpose of which will be  
to raise money and awareness for renewable energy  
projects. Together, these initiatives seek to provide our 
customers with access to renewable energy while increasing 
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customer awareness and demand for these sources in the 
coming years.

Collaboration and Innovation

The need for continued rate increases will likely remain 
constant given our utilities’ aging infrastructure and 
Vectren’s commitment to ensuring safe, reliable service 
for our 1.1 million customers. On February 13, 2008, the 
IURC approved our request to increase rates in our Indiana 
North territory, which will allow us better opportunities 
to earn our authorized return on investment and recover 
costs related to enhanced operating and maintenance 
expenditures. This approval also provides for specific 
recovery of gas costs relating to uncollected customer bills 
and unaccounted for gas and the beginning of a program to 
replace 245 miles of bare steel and cast iron pipelines.

The regulatory review process for the Ohio rate case filed in 
the fourth quarter of 2007 will likely continue for most of 
this year. In addition to expanded conservation programs 
mentioned earlier, another key element of this case features 
movement towards a straight fixed variable rate design, 
which allows us to more effectively recover fixed costs that 
don’t fluctuate with customer usage. Collectively working 
with regulators and consumer advocates, Vectren is 
developing innovative rate-making mechanisms that enable 
us to earn our allowed returns, while better serving our 
customers’ needs for lower bills.

Plans are also underway in Ohio for Vectren to begin the 
process of exiting the merchant function, which means 
Vectren, in time, may no longer be the provider of the 
natural gas commodity to our customers. Removing Vectren 
from the process of purchasing natural gas will allow us 
to focus strictly on providing safe and reliable natural gas 
delivery. Our Ohio customers should see expanded options 
for purchasing natural gas that will give them further ability 
to impact their energy bills. The filing has been made, and 
the first phase of the exiting process should be effective as 
early as this next heating season. 

Commitment and Values

Before I close, I would like to congratulate Carl Chapman 
on his promotion to President and Chief Operating 
Officer of Vectren effective November 1, 2007. Carl’s 
contributions throughout his 22 years of service have 

greatly strengthened our business. In his new role, Carl 
will be able to exert even greater leadership and influence 
in helping the company achieve its strategic objectives.

Additionally, I would like to congratulate Doug Karl, 
who has been Vectren’s Vice President of Marketing and 
Customer Service, on his retirement effective February 
29, 2008, and thank him for his 18 years of service to our 
customers and us. Most recently Doug has been personally 
instrumental in shaping the services and offerings of our 
Conservation Connection initiative. He has served well as a 
voice of the Vectren customer. We will miss his innovative 
contributions going forward and send him off with our  
best wishes in retirement.

As you can see, Vectren continues to make the right 
strategic moves and investments to be better positioned to 
attract capital and to be a better customer advocate. We 
are firmly wrapping our arms around energy efficiency 
and will continue to focus on providing solutions to 
help our customers. Vectren will continue to address the 
tough questions and find long-term solutions through 
collaborative processes to meet today’s and tomorrow’s 
energy needs. We must work with our customers and 
regulators to dampen demand on both the gas and electric 
side of the utility business. We must help customers 
understand their personal role in energy consumption. 

The challenges ahead are immense, but I’m confident we’re 
headed in the right direction. On the utility side, we’ve 
positioned ourselves as a true industry leader in both 
innovative rate design and customer alignment, while 
our nonutility companies are sensible, timely businesses 
that relate well to key industry needs. We’re focused on 
constantly improving results and adding long-term stability 
at the same time. We’re ready to face the tough questions 
head on and continue to offer straight-forward answers that 
satisfy our stakeholder needs.

Niel C. Ellerbrook
Chairman and Chief Executive Officer
February 19, 2008
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ElECtRIC: 
Vectren Energy Delivery’s electric transmission and 
distribution services provide electricity to more than 
140,000 customers in southwestern Indiana. The five 
coal-fired electric generation units and six peaking 
turbines provide the capacity to meet the power needs 
of our customers.

•  New electric base rates in Indiana South allow for 
enhanced maintenance and improved customer 
reliability, return on investments in demand side 
management programs to help encourage energy 
efficiency, and increased customer benefit from the 
sale of available wholesale power. 

•  Filed for regulatory approval for construction of 100 
MW peaking generation unit needed to meet future 
customer demands.

•  Working with various parties to develop an electric 
decoupling mechanism that will allow Vectren to help 
customers reduce their energy bills while providing 
Vectren with opportunities to earn its allowed return.

•  Once approved, construction will begin on gas 
peaking unit in order to meet need for additional 
generation by as early as 2010.

•  Continuing construction of Warrick Unit 4  
scrubber, which when completed in early 2009  
will make our fleet 100 percent scrubbed for SO2.

EnERgy MARkEtIng & SERVICES: 
ProLiance Energy (ProLiance) optimizes 
transportation and storage capacity and markets 
natural gas services to customers in the Midwest and 
Southeast.  
  

Vectren Source (Source) provides retail energy 
and related services to customers in Ohio, Indiana, 
Georgia and New York.

•  ProLiance increased firm storage capacity to 40 Bcf 
and continues construction of Liberty Gas Storage 
(Liberty), a joint venture with Sempra Energy in the 
gulf coast region of Louisiana, which is expected to  
be operational in the second quarter of 2008. 

•  Began planning for Liberty expansion project that 
should be in service in 2010 and allow for additional 
returns on valuable storage investments.

•  Source saw improvements in earnings due to 
lower marketing costs and continued growth in its 
customer base to more than 160,000 customers.

•  ProLiance expects to increase firm gas storage 
capacity to nearly 50 Bcf by 2008/09 heating season 
and will be well positioned to take advantage of the 
presumed return of market volatility.

•  ProLiance is seeking FERC approval for Liberty 
expansion project anticipating approval in late 2008.

•  ProLiance expects continued growth through  
storage expansion and optimization.

•  Source anticipates continued growth in its 
residential and small commercial customer base by 
expanding penetration in newly entered territories 
and new customer outreach initiatives.

CoAl MInIng: 
Vectren Fuels (Fuels) owns four southwest Indiana 
coal mines.  Prosperity is an underground mine that 
produces approximately 3 million tons annually. 
Cypress Creek is a surface mine that produces 
approximately 1.3 million tons annually. Oaktown 
Mines 1 & 2 are underground mines currently under 
construction and will be phased into operation in 2009 
and 2010.

•  Completed mining approval process for new 
Oaktown mines and began construction of mine 
entrance.

•  Reduced production at Prosperity due to lost time 
implementing revised Mine Safety and Health 
Administration (MSHA) mine seal guidelines.

•  Coal price increases and process improvements to 
increase overall productivity will increase earnings 
in 2008 and beyond.

•  Fuels anticipates construction to continue on the 
new mines into 2009 and 2010.

•  Will begin preparing for the closing and final 
reclamation of Cypress Creek after depletion of 
reserves in 2009.

EnERgy InFRAStRuCtuRE SERVICES:
Miller Pipeline (Miller) provides underground 
pipeline construction and repair services for gas, 
cable, water and wastewater companies.

Energy Systems Group (ESG) provides energy-
saving performance contracting by designing facility 
improvements that pay for themselves from energy 
and operations savings. ESG also designs, constructs 
and manages renewable energy projects. 

•  Both Miller and ESG had record earnings due to 
strong market growth in their respective sectors.

•  Miller completed several large pipeline projects 
including a 22-mile extension in Greensburg, Indiana 
and an 8-mile replacement project in Dayton, Ohio.

•  ESG was awarded a 2007 Project of the Year  
award by the U.S. Environmental Protection Agency 
(EPA) for its landfill waste-to-energy project in 
Johnson City, Tennessee. 

•  Increases in utility construction projects due to 
aging infrastructure will fuel Miller’s growth.

•  The new Energy Independence and Security Act will 
expand the production of renewable fuels and focus 
on conservation driving ESG’s future growth.

nAtuRAl gAS: 
Vectren Energy Delivery’s natural gas distribution 
businesses provide natural gas service to nearly one 
million customers in adjoining service territories  
that cover nearly two-thirds of Indiana and west 
central Ohio.

•  Completed various stages of the regulatory process to 
implement adjusted gas base rates in Indiana South, 
Indiana North and VEDO.

•  All three territories will be able to further promote 
customer energy efficiency programs designed to 
help customers lower energy bills and implement 
programs designed to support capital investment in 
safety and reliability.

•  Continue implementing programs and educating 
customers to drive usage down while fully 
implementing decoupling mechanisms to allow 
better opportunities to earn authorized returns.

•  Received regulatory approval to adjust gas  
base rates in Indiana North and implemented in 
February 2008.

•  Anticipate implementing new Ohio gas base rates 
in fall.

Vectren Corporation is a progressive energy holding company headquartered in 
Evansville, Indiana. Our nonutility operations provide energy and energy-related 
services to customers throughout the Midwest and Southeast and support our  
core utility operations of gas and electric services.

BuSInESSES 2007 HIgHlIgHtS 2008 outlook

Vectren At A Glance



Condensed Consolidated Statements of Income

In millions, except per share amounts Year ended December 31, 2007 2006 2005

Operating revenues 
 Gas utility  $ 1,269.4 $ 1,232.5 $ 1,359.7
 Electric utility   487.9  422.2  421.4
 Nonutility revenues   524.6  386.9  246.9
  Total operating revenues   2,281.9  2,041.6  2,028.0

Operating expenses
 Cost of gas sold   847.2  841.5  973.3
 Cost of fuel and purchased power   174.8  151.5  144.1
 Cost of nonutility revenues   287.7  248.7  191.0
 Other operating   456.9  341.8  282.2
 Depreciation and amortization   184.8  172.3  158.2
 Taxes other than income taxes   70.0  65.3  66.1
  Total operating expenses   2,021.4  1,821.1  1,814.9

Operating income   260.5  220.5  213.1

Other income
 Equity in earnings of unconsolidated affiliates   22.9  17.0  45.6
 Other – net   36.8  (2.7)  6.2
  Total other income   59.7  14.3  51.8

Interest expense   101.0  95.6  83.9
Income before income taxes   219.2  139.2  181.0

Income taxes   76.0  30.3  44.1
Minority interest and preferred dividend requirement of subsidiaries   0.1  0.1  0.1

Net income  $ 143.1 $ 108.8 $ 136.8
Average common shares outstanding   75.9  75.7  75.6
Diluted common shares outstanding   76.6  76.2  76.1

Earnings per share of common stock
 Basic  $ 1.89 $ 1.44 $ 1.81
 Diluted  $ 1.87 $ 1.43 $ 1.80

The Company’s consolidated financial statements, including footnotes, are included in Appendix H to the Company’s 2008 proxy statement.
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Condensed Consolidated Balance Sheets

In millions  At December 31, 2007 2006

Assets 
Current Assets
 Cash and cash equivalents $ 20.6 $ 32.8
 Accounts receivable – less reserves of $3.7 and $3.3, respectively  189.4  198.6
 Accrued unbilled revenues  168.2  146.5
 Inventories  160.9  163.5
 Prepayments and other current assets  160.5  174.5
  Total current assets  699.6  715.9

Utility Plant
 Original cost  4,062.9  3,820.2
 Less: accumulated depreciation and amortization  1,523.2  1,434.7
Net utility plant  2,539.7  2,385.5

Investments in unconsolidated affiliates  208.8  181.0
Other investments  77.0  74.5
Nonutility property – net  320.3  294.4
Goodwill – net  238.0  237.8
Regulatory assets  175.3  163.5
Other assets  37.7  39.0
Total assets $ 4,296.4 $ 4,091.6

liabilities and Shareholders’ Equity
Current Liabilities
 Accounts payable $ 187.4 $ 180.0
 Accounts payable to affiliated companies  83.7  89.9
 Refundable fuel and natural gas costs  27.2  35.3
 Accrued liabilities  171.8  147.2
 Short-term borrowings  557.0  464.8
 Current maturities of long-term debt  0.3  24.2
 Long-term debt subject to tender  –  20.0
  Total current liabilities  1,027.4  961.4
Long-term debt – net of current maturities and debt subject to tender  1,245.4  1,208.0
Deferred income taxes and other liabilities
 Deferred income taxes  318.1  260.7
 Regulatory liabilities  307.2  291.1
 Deferred credits and other liabilities  164.2  195.8
  Total deferred credits and other liabilities  789.5  747.6
Minority interest in subsidiary  0.4  0.4
Common shareholders’ equity
 Common stock (no par value) – issued and outstanding 
  76.3 and 76.1 shares, respectively  532.7  525.5
 Retained earnings  688.5  643.6
 Accumulated other comprehensive income  12.5  5.1
  Total common shareholders’ equity  1,233.7  1,174.2
Total liabilities and shareholders’ equity $ 4,296.4 $ 4,091.6

The Company’s consolidated financial statements, including footnotes, are included in Appendix H to the Company’s 2008 proxy statement.
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Condensed Consolidated Statements of Cash Flows

In millions Year ended December 31, 2007 2006 2005

Cash Flows From operating Activities
Net income  $ 143.1 $ 108.8 $ 136.8
Adjustments to reconcile net income to cash from operating activities:
 Depreciation and amortization   184.8  172.3  158.2
 Deferred income taxes and investment tax credits   27.0  1.4  (8.6)
 Equity in earnings of unconsolidated affiliates   (22.9)  (17.0)  (45.6)
 Provision for uncollectible accounts   16.6  15.3  15.1
 Expense portion of pension and postretirement benefit cost   9.8  10.7  10.7
 Other non-cash charges – net   4.8  11.4  1.9
 Changes in working capital accounts:
  Accounts receivable and accrued unbilled revenue   (29.1)  108.9  (102.9)
  Inventories   2.6  (17.6)  (71.9)
  Recoverable/refundable fuel and natural gas costs   (6.3)  41.3  3.5
  Prepayments and other current assets   (3.7)  (21.2)  36.1
  Accounts payable, including to affiliated companies   4.9  (71.6)  101.2
  Accrued liabilities   4.6  (23.2)  27.4
 Unconsolidated affiliate dividends   20.8  35.8  18.8
 Changes in noncurrent assets   (21.4)  (25.8)  (6.9)
 Changes in noncurrent liabilities   (37.5)  (19.3)  (5.4)
  Net cash flows from operating activities   298.1  310.2  268.4

Cash Flows From Financing Activities
Proceeds from:
 Long-term debt   16.4  92.8  274.2
 Stock option exercises   5.2  –  –
Requirements for:
 Dividends on common stock   (96.4)  (93.1)  (90.5)
 Retirement of long-term debt   (23.9)  (124.4)  (88.5) 
 Other financing activities   (0.8)  (0.6)  (0.7)
Net change in short-term borrowings   92.2  164.9  (112.5)
  Net cash flows from financing activities   (7.3)  39.6  (18.0)

Cash Flows From Investing Activities
Proceeds from:
 Unconsolidated affiliate distributions   12.7  2.0  6.9
 Other collections   38.0  3.4  4.3
Requirements for:
 Capital expenditures, excluding AFUDC equity   (334.5)  (281.4)  (231.6)
 Unconsolidated affiliate investments   (17.5)  (16.7)  (19.2)
 Other investments   (1.7)  (44.7)  –
  Net cash flows from investing activities   (303.0)  (337.4)  (239.6)

Net change in cash and cash equivalents   (12.2)  12.4  10.8
Cash and cash equivalents at beginning of period   32.8  20.4  9.6
Cash and cash equivalents at end of period  $ 20.6 $ 32.8 $ 20.4
 

The Company’s consolidated financial statements, including footnotes, are included in Appendix H to the Company’s 2008 proxy statement.
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Management’s and Auditor’s Report
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Management’s Responsibility for Financial Statements
Vectren Corporation’s management is responsible for establishing 
and maintaining adequate internal control over financial reporting. 
Those control procedures underlie the preparation of the condensed 
consolidated balance sheets, statements of income, statements of cash 
flows and other financial data contained in this report.  

The financial data herein is derived from the Company’s consolidated 
financial statements. Those financial statements, included in Appendix H 
to the 2008 Proxy Statement and filed with the Securities and Exchange 
Commission on Form-10K on February 20, 2008, were prepared 
in conformity with accounting principles generally accepted in the 
United States and follow accounting policies and principles applicable 
to regulated public utilities. The integrity and objectivity of those 
consolidated financial statements as well as the data in this report, 
including required estimates and judgments, are the responsibility of 
management.

The financial data herein is also subject to an evaluation of internal 
control over financial reporting conducted under the supervision of and 
with the participation of management, including the chief executive 
officer and chief financial officer. Based on that evaluation, conducted 
under the framework in Internal Control - Integrated Framework issued 
by The Committee of Sponsoring Organizations of the Treadway 
Commission, the Company concluded that its internal control over 
financial reporting was effective as of December 31, 2007. Management 
certified this fact in its Sarbanes Oxley Section 302 certifications, which 
were attached as exhibits to its 2007 Form 10-K. Management also has 
submitted an unqualified chief executive officer certification as required 
by the New York Stock Exchange.  
 
The consolidated financial statements and the effectiveness of internal 
control over financial reporting as of December 31, 2007, were audited by 
Deloitte & Touche LLP, an independent registered public accounting firm. 
Its reports, which expressed unqualified opinions, also are included in 
Appendix H to the 2008 Proxy Statement.

Niel C. Ellerbrook
Chairman and Chief Executive Officer

Jerome A. Benkert, Jr.
Executive Vice President and Chief Financial Officer
February 19, 2008

Report of Independent Registered Public Accounting Firm
To the Board of Directors and Shareholders of Vectren Corporation

We have audited the consolidated balance sheets of Vectren Corporation 
and subsidiaries (the “Company”) as of December 31, 2007 and 2006, 
and the related consolidated statements of income, common 
shareholders’ equity and cash flows for each of the three years in the 
period ended December 31, 2007. We also have audited the effectiveness 
of the Company’s internal control over financial reporting as of 
December 31, 2007. Such consolidated financial statements, 
management’s assessment of the effectiveness of the Company’s internal 
control over financial reporting, and our reports dated February 19, 
2008, expressing unqualified opinions and including an explanatory 
paragraph referring to the adoption of FASB Statement No. 158 (which 
are not included herein) are included in Appendix H to the proxy 
statement for the 2008 annual meeting of shareholders. The 
accompanying condensed consolidated financial statements are the 
responsibility of the Company’s management. Our responsibility is to 
express an opinion on such condensed consolidated financial statements 
in relation to the complete consolidated financial statements.

In our opinion, the information set forth in the accompanying condensed 
consolidated balance sheets as of December 31, 2007 and 2006, and the 
related condensed consolidated statements of income and of cash flows 
for each of the three years in the period ended December 31, 2007, is 
fairly stated in all material respects in relation to the basic consolidated 
financial statements from which it has been derived.

DELOITTE & TOUCHE LLP
Indianapolis, Indiana
February 19, 2008



Standing: John M. Dunn, J. Timothy McGinley, Richard W. Shymanski, Robert L. Koch II, R. Daniel Sadlier,  Niel C. Ellerbrook, Richard P. Rechter, 
William G. Mays, Michael L. Smith, Martin C. Jischke. Sitting: John D. Engelbrecht, Jean L. Wojtowicz, Anton H. George. 

Board of Directors
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John M. Dunn 1,4

Director since 1996
Chairman of the Board and  
Chief Executive Officer of  
Dunn Hospitality Group, Ltd.

niel C. Ellerbrook 5(Chair)

Director since 1991
Chairman of the Board and  
Chief Executive Officer of  
Vectren Corporation

John D. Engelbrecht 2,5

Director since 1996
Chairman of the Board and 
President of South Central  
Communications Corporation

Anton H. george 1,3

Director since 1990
President and Chief Executive 
Officer of Indianapolis Motor 
Speedway Corporation 

President and Chief Executive 
Officer of Hulman & Company 

Dr. Martin C. Jischke 3,4

Director since 2007
President Emeritus,  
Purdue University

Robert l. koch II 1(Chair),5

Director since 1986
Lead Director since 2003
President and  
Chief Executive Officer of  
Koch Enterprises, Inc.

William g. Mays 1,4(Chair)

Director since 1998
President, Chief Executive Officer 
and founder of Mays Chemical 
Company, Inc.

J. timothy Mcginley 1,5

Director since 1999
Principal of House  
Investments, Inc.

Richard P. Rechter 2,4

Director since 1984
Chairman of the Board  
of Rogers Group, Inc.

R. Daniel Sadlier 4,5

Director since 2003
Chairman of the Board of Fifth 
Third Bank (Western Ohio)

Richard W. Shymanski 2(Chair),3

Director since 1989
Chairman of the Board, President 
and Chief Executive Officer  
of Fendrich Industries, Inc.

Michael l. Smith 2,3

Director since 2006
Retired Executive Vice President 
and Chief Financial Officer of 
Wellpoint, Inc.

Jean l. Wojtowicz 2,3(Chair)

Director since 1996
President and founder  
of Cambridge Capital  
Management Corporation

Board Committees 
1  Nominating and Governance
2  Audit and Risk Management
3  Compensation and Benefits
4  Corporate Affairs
5  Finance



Executive Officers

niel C. Ellerbrook
Chairman and
Chief Executive Officer

Carl l. Chapman1

President and
Chief Operating Officer

Jerome A. Benkert, Jr.
Executive Vice President
and Chief Financial Officer

Ronald E. Christian
Executive Vice President,
Chief Administrative Officer,
General Counsel and Secretary

William S. Doty
Executive Vice President,
Utility Operations

Corporate Officers

Daniel C. Bugher
Vice President,
Information Technology

Robert l. goocher
Vice President and Treasurer

M. Susan Hardwick
Vice President and Controller

Ellis S. Redd
Vice President, Human Resources

Steven M. Schein
Vice President,
Investor Relations

Jeffrey W. Whiteside2

Vice President, External Affairs  
and Sustainability

Other Officers

Daniel g. Berry3

President, Vectren Energy
Delivery of Ohio

John M. Bohls
President,  
Vectren Enterprises

Robert E. Heidorn
Vice President, VUHI –
General Counsel

Ronald g. Jochum
Vice President, VUHI –
Power Supply

Douglas A. karl4

Vice President, VUHI –
Marketing and
Customer Service

l. Douglas Petitt2

Vice President, VUHI –
Marketing and Conservation

Eric J. Schach
Vice President, VUHI –
Energy Delivery

Jerrold l. ulrey
Vice President, VUHI –
Regulatory Affairs and Fuels 

1 Named President effective November 1, 2007
2 Effective March 3, 2008
3 Named August 13, 2007
4 Retired as of February 29, 2008

VUHI – Vectren Utility Holdings, Inc.

Officers
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5-Year Financial Review

In millions, except per share amounts 2007 2006 2005 2004 2003

key Financial Data
Operating revenues $ 2,281.9 $ 2,041.6 $ 2,028.0 $ 1,689.8 $ 1,587.7
Operating income  260.5  220.5  213.1  199.5  196.0
Income before income taxes  219.2  139.2  181.0  147.0  149.0
Net income $ 143.1 $ 108.8 $ 136.8 $ 107.9 $ 111.2

Common Stock Data
Average shares outstanding – basic  75.9  75.7  75.6  75.6  70.6
Average shares outstanding – diluted  76.6  76.2  76.1  75.9  70.8
Earnings per share – basic $ 1.89 $ 1.44 $ 1.81 $ 1.43 $ 1.58
Earnings per share – diluted $ 1.87 $ 1.43 $ 1.80 $ 1.42 $ 1.57
Dividends per share $ 1.27 $ 1.23 $ 1.19 $ 1.15 $ 1.11
Dividend payout ratio  67%  85%  66%  80%  70%
Book value per share $ 16.13 $ 15.43 $ 15.04 $ 14.42 $ 14.17
Market price (year-end, closing) $ 29.01 $ 28.28 $ 27.16 $ 26.80 $ 24.65
Return on average shareholders’ equity  11.9%  9.4%  12.2%  10.0%  11.5%

Balance Sheet Data
Capitalization
 Common shareholders’ equity $ 1,233.7 $ 1,174.2 $ 1,143.3 $ 1,094.8 $ 1,071.7
 Preferred stock of subsidiary  –  –  –  0.1  0.2
 Long-term debt   1,245.7  1,252.2  1,252.1  1,065.1  1,101.3
  Total $ 2,479.4 $ 2,426.4 $ 2,395.4 $ 2,160.0 $ 2,173.2
Capitalization ratios
 Common shareholders’ equity  49.8%  48.4%  47.7%  50.7%  49.3%
 Long-term debt    50.2%  51.6%  52.3%  49.3%  50.7%
Capital expenditures
 Utility and other $ 299.8 $ 246.6 $ 214.5 $ 242.2 $ 220.3
 Nonutility  34.7  34.8  17.1  10.3  13.2
  Total  $ 334.5 $ 281.4 $ 231.6 $ 252.5 $ 233.5
Total assets $ 4,296.4 $ 4,091.6 $ 3,868.1 $ 3,586.9 $ 3,353.4

utility operating Statistics
Gas distribution
 Operating revenues $ 1,269.4 $ 1,232.5 $ 1,359.7 $ 1,126.2 $ 1,112.3
 Margin $ 422.2 $ 391.0 $ 386.4 $ 347.7 $ 349.8
 Average Customers (in thousands)  987  981  975  966  957
Electric
 Operating revenues $ 487.9 $ 422.2 $ 421.4 $ 371.3 $ 335.7
 Margin $ 313.1 $ 270.7 $ 277.3 $ 254.5 $ 233.0
 Average Customers (in thousands)  141  140  139  138  135
Weather as a percent of normal 
 Heating degree days*   94%  89%  100%  91%  100%
 Cooling degree days  133%  95%  109%  90%  80%
 

 

*  Weather normalization applies to natural gas rates in Indiana beginning October 2005.  
Heating degree days as a percent of normal for 2007, 2006 and 2005 represent Ohio; for 2004 and 2003 they represent Indiana.
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Corporate Headquarters
One Vectren Square
Evansville, IN 47708
Tel: (812) 491-4000
Web: www.vectren.com

You may call Vectren Shareholder Relations at  
(812) 491-4190 or (800) 227-8625.

transfer Agent and Registrar
National City Bank serves as the transfer agent and registrar for Vectren 
Corporation and can help with a variety of stock-related matters, 
including name and address changes, transfer of stock ownership, lost 
certificates, dividend payments and reinvestment, and Form 1099s. 
Inquiries may be directed to:

Vectren Corporation
c/o National City Bank
Corporate Trust Operations
P.O. Box 92301
Cleveland, OH 44193-0900
Tel: (800) 622-6757
E-mail:  shareholder.inquiries@nationalcity.com

Shareholders of record also can access records and request information 
online at: www.vectren.com or www.nationalcitystocktransfer.com.

Dividends
Cash dividends of Vectren Corporation common stock are considered 
quarterly by the board of directors for payment on the first business day of 
March, June, September and December of each year. Vectren Corporation 
and its predecessors have increased dividends annually  
for 48 consecutive years.

Dividend Reinvestment Plan
Registered shareholders of Vectren Corporation can reinvest dividends 
and purchase additional Vectren stock without having to pay brokerage 
commissions or service charges through Vectren’s Automatic Dividend 
Reinvestment and Stock Purchase Plan.

To participate in the plan, investors must make their initial purchase 
through a brokerage firm, requesting that the shares be registered in the 
investor’s name. New shareholders of record will automatically receive a 
prospectus and enrollment card from Vectren’s Transfer Agent, National 
City Bank.

Annual Meeting
The annual meeting of shareholders of Vectren Corporation will be  
held at 10 a.m. (Central Daylight Time), Wednesday, May 14, 2008, 
at Vectren’s corporate headquarters located at One Vectren Square in 
Evansville, Indiana. Shareholders of record as of the close of business  
on March 12, 2008, will be eligible to vote at the meeting.

Communications to non-Employee Directors
Shareholders and other parties interested in communicating directly with 
the Lead Director, Chair of the Audit Committee or with any of the 
non-employee directors as a group may do so by writing to:

Lead Director; Chair, Audit Committee;
or Non-Employee Directors
Vectren Corporation
P.O. Box 3144
Evansville, IN 47731-3144

Investor Relations
Institutional investors and securities analysts should direct  
inquiries to:

Steven M. Schein
Vice President, Investor Relations
Tel: (812) 491-4209
E-mail: sschein@vectren.com

Archives and e-mail alerts of Vectren’s press releases, annual reports,  
proxy statements, SEC filings and analyst presentations are made available 
on the company’s Web site: www.vectren.com. Vectren’s annual report on 
Form 10-K to the Securities and Exchange Commission may be obtained 
by shareholders without charge by writing to Investor Relations at the 
corporate address, e-mail: vvcir@vectren.com or by calling (800) 227-8625.

In today’s digital age, providing easy access to investor informa-
tion has become a mainstream function of corporate Web sites. 
Vectren.com integrates a number of resources to give investors 
the ability to satisfy their varied informational needs.
 
Among other features, Vectren.com offers:
 
• Access to registered shareholder accounts   
• Investor webcasts and presentations
• A calendar of upcoming events
• Historical documents and investment tools

Shareholder Information
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