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Responding. Taking action. Making changes to improve the products 
and services we provide. Reacting to customer needs, shareholder 
expectations, market changes, governmental regulations and 
community requests.

Because we are an energy company, our mission is different from 
many other companies. We have a responsibility to provide safe and 
reliable natural gas and electricity to our customers. These are vital, 
life-impacting, basic human needs. Everything we do focuses on 
fulfilling that obligation.

On the cover:
Helping our customers serve their 
customers, electric lineman John 
Williams ensures safe, reliable 
energy to thousands of southwestern 
Indiana electric customers, including 
Deaconess Women’s Hospital.



	 Year ended December 31,
In	millions,	except	per	share	amounts	  2005 2004 2003

Net income $ 136.8 $ 107.9 $ 111.2

Return on average common shareholders’ equity (ROE)  12.2%  10.0%  11.5%

Shares outstanding at year-end  76.0  75.9  75.6

Average shares outstanding for basic earnings  75.6  75.6  70.6

Per Common Share

Basic earnings $ 1.81 $ 1.43 $ 1.58

Dividends paid $ 1.19 $ 1.15 $ 1.11

Annual dividend rate at year-end $ 1.22 $ 1.18 $ 1.14

Book value $ 15.04 $ 14.42 $ 14.17

Market price at year-end $ 27.16 $ 26.80 $ 24.65

FINANCIAL AND OPERATING hIGhLIGhTS
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We’ve come a long way in 
five years, and 2005 results 
have proven we’re headed in 
the right direction.

LETTER TO ShAREhOLDERS
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Responding. Throughout this report, you will discover how 

Vectren is addressing the needs of all of our stakeholders.  

In an ever-changing economic, regulatory and social 

environment, we’re taking the right steps to adapt and prosper 

through innovation and asset optimization. Moreover, it’s our 

problem-solving skills and a prudent strategic vision that sets 

us apart from other utilities.

A Look at 2005 
By celebrating our fifth anniversary and opening our new 

corporate headquarters in downtown Evansville, Ind., 2005 

proved to be a noteworthy year. We successfully closed the 

books on the year by posting net income of $136.8 million, or 

$1.81 per share, compared to 2004 results of $107.9 million, or 

$1.43 per share. For 46 consecutive years, we have remained 

committed to increasing our dividend paid as evidenced by a 

3.4% increase Dec. 1, 2005. While it was primarily our nonutility 

group that drove corporate results this year by outperforming 

2004 earnings by more than 80%, our utility group also fared 

well by recording earnings of $95.1 million, compared to $83.1 

million in 2004. This success was attributed to a full calendar 

year of new base rates implemented in our Vectren Energy 

Delivery of Indiana – South and North territories during 2004 

and was further supported by new base rates in our Ohio 

service territory that were effective in mid-April 2005. These 

new rates are allowing us to earn a return on the nearly half-

a-billion-dollar investment made since the previous base rate 

changes, which was needed to ensure safe, reliable natural gas 

service to our Indiana and Ohio customers. 

 We were again negatively impacted by mild weather in 

2005, as heating degree days were about 95% of normal, which 

led to $0.05 in lost earnings per share. However, I’m pleased 

to report by mid-October we had partially mitigated the impact 

of unpredictable heating season weather on customer bills and 

earnings by working with regulators to implement a normal 

temperature adjustment (NTA) in Indiana, which adjusts the 

delivery portion of the natural gas bill to reflect normal weather. 

Niel C. Ellerbrook
Chairman, President and Chief Executive Officer



While this billing mechanism, the first of its kind in Indiana, will 

not completely eliminate the impact of weather, it has helped 

significantly, when you consider approximately 60 to 65% of 

Vectren’s heating margin is contributed by Indiana residential 

and commercial natural gas customers.

 Continuing our pledge to environmental stewardship, 

we filed a new multi-emission compliance plan in May with 

the Indiana Utility Regulatory Commission to further reduce 

nitrogen oxide (NOx) and sulfur dioxide (SO2) emissions at two 

of our electric generation units. The $110 million project will 

begin earning a cash return on expenditures approximately six 

months after they occur. This cost recovery process allows us 

to earn a timely return on our investment yet still minimizes 

customer impact through progressive adjustments. Once 

complete, our coal-fired generation fleet’s pollution control 

equipment will collectively meet EPA emission standards  

and make Vectren’s generation fleet one of the cleanest in  

the Midwest.

 Our nonutility businesses, which contributed $48.2 million, 

or 35% of total earnings in 2005, outperformed 2004 results 

of $26.4 million. Our strategy to develop companies for which 

we have in-depth, operational experience and that tie strongly 

to our core utility business has proven to offer steady growth. 

In fact, the five-year annualized earnings growth rate for our 

nonutility portfolio exceeds 17%.

 Our chief nonutility earnings contributor, ProLiance Energy 

(ProLiance), provided Vectren with earnings of $31.1 million in 

2005. ProLiance’s continued successful performance is attributable 

to the gas marketer’s ability to efficiently optimize storage assets 

and provide dependable, cost-effective gas supply services to its 

utility and large industrial customers.

 Another strong contributor to Vectren’s nonutility earnings 

was our coal mining operations, which improved on 2004 

results of $0.4 million, by contributing $5.3 million in 2005. 

This success was attributable to higher coal prices, operational 

improvements and increased coal production.

 Late in 2005, Vectren was pleased to announce that 

it had recognized a $6.5 million pretax gain, net of related 

management fees, from the sale of one of the investments in 

Haddington Energy Partners, a portfolio of energy development 

opportunities. As a result of the sale, a $6.5 million contribution 

was made to the Vectren Foundation in 2005, which will help 

sustain our giving program over the next several years. The 

foundation has contributed nearly $10 million to nonprofit and 

civic organizations since our inception in 2000 and affirms our 

commitment to the well-being of our Indiana and west central 

Ohio communities.

Energy Prices
Our business and our customers are challenged by increasingly 

higher energy prices, especially natural gas, and Vectren is 

responding with passion and conviction. Although our lobbying 

efforts through industry organizations helped yield a national 

energy bill in 2005, it was clear the provisions included in the 

bill did not go far enough. In fact, the day the bill was signed, 

the natural gas market price for the upcoming heating season 

closed at nearly $10 per dekatherm, compared to the $6 to 

$7 range from the winter prior. Moreover, we could not have 

predicted the unprecedented hurricane season and its impact 

on the natural gas market. I am hopeful Congress will find 

the resolve to tackle another energy bill in the near future, 

specifically, one that focuses heavily on increasing gas supplies 

and providing additional assistance for low-income households. 

Regardless, sustainable, long-term solutions to our country’s 

energy dilemma are still several years away.  

 In response, we are doing our part to help temper the use 

of gas as a fuel for base-load electric power generation, which 

continues to create incremental demand and price pressures. At 

Vectren, we are using not only Indiana coal to serve our native 

electric load, but we’ve also launched a study, in partnership 

with another utility, to determine the feasibility of constructing 

a new power plant that would use a promising new technology 

called integrated gasification combined cycle (IGCC) to generate 

electricity. IGCC is one of several clean-coal technologies that 

could help us meet future customer demand and remain a 

responsible environmental steward. Furthermore, this project, 
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if implemented, would allow continued utilization of southern 

Indiana coal and provide hundreds of jobs for Hoosier miners.

 No single solution can meet our society’s future energy 

needs. The challenge for all utilities is to explore renewable 

energy technologies that tap into natural cycles and systems 

and reduce reliance on fossil fuels.  Vectren’s wholly owned 

subsidiary, Energy Systems Group (ESG), is already making 

its own advancements in renewables. In 2005, the company 

announced plans to co-develop a landfill gas recovery project in 

Johnson City, Tenn. Through this project, methane gas emitted 

at the landfill will be processed to serve as an alternative fuel 

for the natural gas currently used by two large hospitals. The 

project will help reduce fuel costs and the energy price risk for 

the end users as well as make them a key participant in using 

local renewable resources.

Customer Advocacy
We’re doing our best to help our customers confront the national 

energy crisis though our utility and nonutility operations. From the 

utility standpoint, we focused heavily on aiding our low-income 

customers through what proved to be a relatively mild winter, yet 

it still produced significantly higher utility bills for our customers.

 History has taught us there is simply not enough state 

and federal utility assistance dollars to meet the needs of 

low-income Hoosiers and Ohioans. In a time when more and 

more people are falling into the “challenged-to-pay” category, 

we feel it’s important to help our customers two-fold by: 1) 

providing funds to assist with bill payment shortfalls and 2) 

assisting with conservation. In response, we collaborated 

with the Indiana governor’s office and other Indiana natural 

gas utilities to create Help Thy Neighbor, a one-time utility 

assistance initiative that will distribute up to $6 million to 

25,000 Hoosiers at risk of disconnection. This program aligned 

well with Share the Warmth, our assistance effort for which we 

provided $500,000 in seed money with an additional $200,000 

available in matching funds for any individual pledges. 

 To assist with conservation, we partnered with the Dayton 

Community Action Program to create a $1.1 million home 

weatherization program. We also launched a similar pilot 

program in Indiana. Innovative programs like these allow many 

working poor families to upgrade appliances, reduce energy 

usage and, in effect, free up money in the family budget 

for other necessities. By year-end, Vectren had contributed 

more than $5.3 million in utility bill payment assistance and 

weatherization programs.

 We’re making the same advancements in addressing 

rising energy prices in our nonutility businesses. In an effort 

to continue its growth as a premier natural gas marketer, 

ProLiance announced plans to participate with a partner in the 

construction and operation of a natural gas storage facility in 

Louisiana. The facility, which is expected to be in service in 

mid- to late 2006, could help alleviate gas pricing pressures 

by accessing liquefied natural gas (LNG) supplies that are 

advancing in the Gulf region. 

 ESG continues to lead the way in providing customers 

affordable, long-term solutions to high energy bills. This 

company helps organizations, such as nonprofits, government 

agencies and educational institutions that often don’t have the 

budgets to implement substantial energy efficiency projects, 

by providing solutions that, when in place, will literally pay for 

themselves through reduced energy and operational costs.  

Strategies for 2006
The coming year will bring a number of challenges.  High natural 

gas prices are certainly affecting our natural gas operations 

from both a system growth standpoint as well as increased 

operating expenses. In response, we are working hard to 

gain regulatory approval of a new rate design that will better 

align our customers’ interests with the utility’s interests. This 

new design, often referred to as “decoupling,” in essence, 

disconnects the earned rate of return from the volume of natural 

gas flowing through the system.  This tariff design recognizes 

that utility distribution charges are relatively fixed and do not 

change based on the volume of gas the customer actually 

uses. If implemented, we can more effectively encourage 

customers to use less energy and still earn a fair return for 
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our shareholders on delivering that energy. Considering nearly  

80% of a customer’s bill during the winter heating season is 

now attributed to natural gas costs, we must implement new 

rate designs that encourage conservation. This rate design is still 

relatively new to the industry and is literally changing the long-

standing rate design paradigm. The dialogue with regulators 

in both Indiana and Ohio is advancing, and I’m hopeful this 

conservation-oriented rate structure can be implemented by 

mid-year, if not sooner.

 Both our 2005 accomplishments and our regulatory strategy 

have us aligned well for a prosperous 2006. For the long term, 

we will continue to expand infrastructure to meet a growing 

customer base and reinvest in our gas and electric distribution 

systems. Likewise, maintaining an environmentally sound 

generating fleet that complies with EPA regulations will remain 

at the forefront of our electric operations. The challenge for our 

industry is to earn fair returns on our invested capital that will 

enable us to attract new capital to both grow the system and 

continue to provide safe, reliable energy service.

 Our nonutility portfolio will again be tasked to maintain its 

consistent performance. ProLiance began 2006 on a positive 

note by filing an agreement with Indiana regulators to continue 

its gas supply services to Vectren Energy Delivery of Indiana 

and Citizens Gas & Coke Utility in Indianapolis through March 

2011. Our coal mining company, Vectren Fuels, will seek to 

open new underground mines and take advantage of Indiana’s 

abundant native reserves that consistently provide quality, low-

cost coal to Vectren and other electric utilities in the Midwest. 

 ESG’s on target for a profitable year by using its certified 

General Services Administration vendor status to pursue more 

federal contracts. Likewise, the company will build upon its 2005 

renewable energy venture success and develop similar projects 

in the coming year.  We expect Vectren Source, our wholly owned 

residential gas marketer, to continue its moderate growth and 

look to expand in other states with customer choice.  Similarly, 

Reliant Services, which owns our pipeline construction and repair 

affiliate Miller Pipeline, is poised for a positive year by capitalizing 

on the growing gas construction business and widening its 

strategic focus to wastewater rehabilitation projects.

 With significant milestones already attained in 2006, our 

nonutility group is positioned for a solid performance. For the 

long term, our investments in renewable energy projects, mining 

operations and midstream gas assets will help our nonutility 

group continue to grow and build upon our core utility business.

The Future of Vectren
Before I close, I would like to thank and give a fond farewell 

to Ron Reherman, who retired from the board of directors 

in 2005.  Ron, the former chairman, president and CEO of 

SIGCORP, Inc., provided exemplary strategic leadership and 

service throughout his tenure with SIGCORP and our board. 

We wish him well.

 We’ve come a long way in five years, and 2005 results have 

proven we’re headed in the right direction. We continue to set 

our sights on a 5% or greater average annual consolidated 

earnings growth rate. To meet that goal, we have an experienced 

management team that’s executing a well-planned strategic 

vision. They’re adapting quickly and effectively to the changing 

regulatory environment while remaining focused on cost 

control and superior customer service. They’re responding. 

And it’s this responsiveness to all of our stakeholders that is 

both contributing to our current success and setting the stage 

for continued success in the years ahead. 

Niel C. Ellerbrook 

Chairman, President and Chief Executive Officer 

February 16, 2006
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Vectren Corporation is a progressive energy holding company headquartered in 
Evansville, Ind. 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.

SUPPORTING ThE CORE

ELECTRIC GAS

Coal Mining Energy Marketing  & Services Utility Infrastructure Services

Reliant Services

Vectren Source

Vectren Fuels

Residential

Commercial/Industrial
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BUSINESSES 2005 hIGhLIGhTS 2006 OUTLOOK

ELECtRIC: Vectren Energy Delivery’s electric 
transmission and distribution services provide 
electricity to nearly 140,000 customers in 
southwestern Indiana. Six coal-fired electric  
generation units and six peaking turbines provide  
the capacity to meet the power needs of our 
customers.

•  Vectren concluded environmental construction 
expenditures for its SCR units, which have 
successfully cut NOx emissions during the ozone 
season by more than 80%. 100% of the $255 million 
project has been included in rates with an 8% return 
on capital.

•  Vectren filed a new $110 million multi-emission 
compliance plan to further reduce SO2, NOx and 
mercury emissions on two of its coal-fired units. 
Received regulatory approval in early 2006.

•  Explore options to meet future electric  
demand, including study of the feasibility of 
constructing a new power plant that employs  
integrated gasification combined cycle  
(IGCC) technology.

EnERGy MaRkEtInG & SERVICES: ProLiance 
Energy (ProLiance) manages 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 and Georgia. 
Energy Systems Group (ESG) provides energy-
saving performance contracting by designing facility 
improvements that pay for themselves through energy  
and operational savings.  

•  ProLiance finished its 10th consecutive year  
of profitability and recorded strong earnings by 
successfully operating within the volatile natural  
gas market.

•  Source served nearly 130,000 customers and 
recorded its first year of profitability to reach targets 
established at inception in 2001.

•  ESG successfully launched its renewable  
landfill gas recovery project in Tennessee.

•  Continue growth and optimization of ProLiance’s 
natural gas storage assets.

•  Grow Source’s market share in existing  
territories and optimize efficient operating 
infrastructure.

•  Expand federal contracts through ESG’s  
GSA vendor status and develop additional  
renewable energy projects.

COaL MInInG: Vectren Fuels (Fuels) owns two 
Indiana coal mines and sells coal to Vectren’s  
utility operations and other utilities. The group  
also generates IRS Code Section 29 investment  
tax credits relating to the production of coal-based 
synthetic fuels through its investment in  
Pace Carbon.

•  Fuels increased production of Illinois-basin coal  
from 3.6 million to 4.4 million tons.

•  Fuels provided more than 90% of Vectren utility  
coal needs.

•  Acquire the rights to develop additional  
coal mines in southwestern Indiana.

•  Increase production to expand sales to  
third-party entities.

UtILIty InFRaStRUCtURE SERVICES: Reliant 
Services, including Miller Pipeline, provides 
underground pipeline construction and repair services 
for gas, cable, water and wastewater companies.

•  Miller Pipeline’s gas construction division revenues 
increased by nearly 14% or $12.8 million over 2004.

•  Pursue additional business opportunities  
in municipal water and wastewater  
improvement projects.

•  Expand gas construction in east coast and  
southern regions.

VECTREN AT A GLANCE

natURaL GaS: Vectren Energy Delivery’s natural  
gas distribution business provides natural gas service 
to more than 990,000 customers in adjoining service 
territories that cover nearly two-thirds of Indiana  
and west central Ohio.

•  Vectren received approval for new base rates in its 
Ohio territory, which were in effect by mid-April.

•  Vectren implemented a normal temperature 
adjustment (NTA) billing mechanism in Indiana to 
lessen the uncertainty of weather conditions on 
customers bills and earnings.

•  Continue pursuing a conservation tariff  
(decoupling) filing in our Indiana and Ohio  
service territories.

•  Mitigate the impact of high natural gas costs.
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CUSTOMER ADVOCACY
From helping low-income customers to our largest 
industrial customers, we remain focused on customer 
satisfaction at every touch point.

With energy prices at record highs, all of our customers – 
small business, low-income, industrial, middle class – are 
being challenged by higher gas bills. Although we can’t control 
the price of natural gas, we are taking the steps necessary to 
provide short-term and long-term relief. We remain focused 
on a long-term solution to our nation’s energy crisis by 
advocating a revised national energy policy and partnering 
with fellow utilities and industry associations to make our 
voice heard. We implemented a normal temperature 
adjustment billing mechanism for our Indiana customers to 
partially mitigate the impact of weather on customer bills.  
And we advised customers to weatherize their homes and 
conserve energy to help manage their utility bills.

In response to nearly three million calls in 2005, we added 
more than 40 new customer service specialists by year-end. 
In anticipation of a financially challenging winter, we launched 
an aggressive advertising campaign to encourage our 
residential customers to enroll in our Budget Bill payment 
option and increased enrollments by 25%. Furthermore, our 
industrial sales representatives engaged in personal visits  
with their customers to prepare them for a difficult winter. 
Considering the current state of energy prices, our customers 
desperately need an advocate. Vectren is answering that call 
for help.
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hELPING LOW-INCOME 
FAMILIES
The median Midwest income is simply not 
keeping pace with rising energy costs. As a 
Midwest-headquartered company, we feel it’s 
important to help our low-income customers 
bear the burden of significantly higher bills and 
work to lower bills through conservation. The 
Universal Service Program (USP) in Indiana 
provided more than $5 million in utility  
assistance to more than 20,000 Hoosiers.  
Furthermore, $200,000 of USP funding was 
set aside for home weatherization programs. 
In Ohio, we provided $1.1 million to create 
a home weatherization program to assist 
eligible customers in winterizing their homes 
and repairing or replacing old and inefficient 
natural gas appliances. A similar pilot program 
was launched in Indiana. By year-end, Vectren 
had pledged more than $5.3 million in utility 
assistance and weatherization programs.

Left photo: Vectren’s Beth Pace (right), an energy 
assistance customer liaison, meets with Community 
action Program of Evansville Executive Director 
alice Weathers to discuss guidelines for Indiana’s 
energy assistance programs.
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ENVIRONMENTAL STEWARDShIP
From clean air, to clean water, to clean land – we take environmental 
responsibility and our customers’ needs for affordable energy to heart.

Fulfilling our environmental policy is an on going initiative, as 
federal, state and local environmental requirements continue to 
evolve. However, while many in our industry talk about  
their commitment to environmental stewardship, Vectren has 
remained proactive and has been quietly acting on its 
commitment to a cleaner environment. In fact, Vectren’s electric 
generation fleet, which includes six coal-fired units and six natural 
gas-fired peaking units, is one of the cleanest in the Midwest. In 
May 2005, Vectren completed the installation of the last of four 
selective catalytic reduction (SCR) devices on its baseload 
generation fleet. The $255 million project was implemented 
specifically to target nitrogen oxide (NOx) emissions. This 
pollution control equipment has successfully reduced annual NOx 
emissions and dramatically cut emissions during the ozone 
season by 80% over the past four years to meet pollution 

reduction goals ahead of regulatory compliance deadlines. 
Vectren has worked with state regulators and consumer groups 
to create a rate structure that provides regulatory recovery and fair 
returns on completed and future environmental expenditures.

To further our efforts, Vectren filed a new $110 million  
multi-emission compliance plan with the Indiana Utility 
Regulatory Commission in May 2005. When implemented, 
Vectren’s entire fleet will be controlled for sulfur dioxide (SO2) 
and NOx. Furthermore, this equipment will reduce mercury 
emissions by 65% across the system to meet the new 
mercury reduction requirements. By 2010, Vectren will have 
met EPA deadlines with fully operational, state-of-the-art 
pollution control equipment installed on 100% of its coal-fired 
generation units. 
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LEVERAGING CLEAN-COAL 
TEChNOLOGY
At Vectren, we’re committed to providing 
low-cost, reliable energy for our electric 
customers. To meet that challenge, we take 
advantage of advancements in clean-coal 
technology to utilize Indiana coal. By tapping 
into southwestern Indiana coal mines, we’re 
efficiently serving our native load with a low-
cost generation fuel and providing hundreds of 
jobs for Hoosiers. To meet future demand, our 
goal is to explore environment-friendly means 
to generate more electricity in southwestern 
Indiana, including the integrated gasification 
combine cycle (IGCC) process.  IGCC has 
fewer emissions than a conventional coal-fired 
plant and has the potential to remove carbon 
at a lower cost than conventional technology. 
In effect, this project could create the best 
balance between the use of Indiana coal, 
regional economic development and protection 
of the environment.  

Vectren employee Bill McDowell 
inspects the gypsum processing 
machine at our F.B. Culley power 
plant. a functional byproduct of 
our pollution control equipment, 
gypsum is used in the manufacturing 
of drywall, and Vectren processes 
around 200,000 tons of gypsum  
each year.
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ENERGY 
MARKETING 
AND SERVICES
ProLiance Energy, 
Energy Systems Group 
and Vectren Source 
complement our core 
utility business by helping 
store, transport and 
purchase gas, save energy 
and offer fuel alternatives.

By utilizing ProLiance 
as its gas marketer, 
receiving natural gas 
from Vectren Energy 
Delivery and recently 
completing an energy 
efficiency overhaul 
from Energy Systems 
Group, Good Samaritan 
Hospital in Vincennes, 
Ind., demonstrates how 
our nonutility portfolio 
ties directly to our core 
business.

NEGOTIATING ThE 
ENERGY MARKET
ProLiance excels in effectively addressing 
customers’ energy needs, so they can 
focus on their core businesses. For nearly 
1,300 customers, ProLiance is managing 
energy supplies and prices and offering 
reliable delivery. 2005 proved to be a very 
successful year for the gas marketer, as its 
pool of 100-plus energy professionals was 
able to employ their energy expertise to 
manage within the fluctuating gas market.   
Several Midwest utilities, including Vectren 
Energy Delivery, also take advantage of 
ProLiance’s purchasing power to serve 
their customer bases. In early 2006, an 
agreement was filed with Indiana regulators 
to allow ProLiance to continue its gas supply 
services to Vectren Energy Delivery and 
Citizens Gas & Coke Utility in Indianapolis 
through March 2011. To date, customers 
from both utilities have enjoyed a cumulative 
savings of more than $85 million due to 
ProLiance’s portfolio management.

ProLiance Service Territory
Accessing	natural	gas	infrastructure	
to	serve	utilities,	municipalities	and	
commercial	customers	in	16	states.
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The three principal businesses of our Energy Marketing and 
Services group continue to make advancements in the gas 
marketing and energy services industries. ProLiance Energy 
(ProLiance), our jointly owned gas marketing venture, and 
Energy Systems Group (ESG), our wholly owned performance 
contracting subsidiary, are working to help alleviate high energy 
prices, while Vectren Source (Source) continues to grow in 
energy markets that allow choice.  

In May, ProLiance announced joint plans with Sempra to 
construct a natural gas storage facility in Louisiana. This facility 
offers a strategic location near several existing pipelines, which 
will enhance ProLiance’s purchasing power and deliverability.  
More importantly, the project could provide demand relief to 
the natural gas market by facilitating future liquefied natural gas 
(LNG) supplies that are expected to be coming into the region.  

From retrofitting heating and cooling equipment to 
spearheading a landfill gas recovery project, ESG helps its 
customers implement financially sound and innovative energy 
solutions that pay for themselves through savings generated  
by reduced energy and operational costs.  In 2005,  ESG 
negotiated projects worth more than $93 million with 30 clients 
from 10 states.  In 2006, ESG is poised to strategically expand 
into three additional state markets. Likewise, the company will 
look to secure additional federal contracts.

Providing the natural gas commodity for nearly 130,000 
customers and successfully penetrating markets with residential 
and small commercial choice programs in northern Indiana, 
Ohio and Georgia, Source was profitable in 2005 and is keeping 
pace with targets established at inception in 2001.

azteca Milling Plant Controller Ronnie Cantú depends on the 
industry expertise of ProLiance Energy’s karin Richert to help 
his business secure reliable, cost-effective natural gas.
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COAL MINING
Mining local coal with local miners, we’re successfully 
utilizing one of Indiana’s most abundant resources.

Through its wholly owned subsidiary, Vectren Fuels (Fuels), 
Vectren owns and operates two coal mines in southwestern 
Indiana. For the second consecutive year, Fuels increased 
production. To better service its customer base, the mines, 
Prosperity and Cypress Creek, are strategically located near 
several power plants, two of which are owned by Vectren. In 
fact, our electric utility purchased more than 90% of its coal 
needs from Fuels in 2005. Furthermore, as the chief supplier 
to Vectren, Fuels is another example of how our nonutility 
businesses align well with the utility business. This Indiana-
based company has found reliable market demand in the 
Midwest and provides jobs to more than 330 contract miners.  

The other piece to our coal mining group is Vectren Synfuels 
(Synfuels). This entity generates IRS Code Section 29 
investment tax credits arising from the production of coal-
based synthetic fuels through its investment in Pace Carbon. 
In 2005, Synfuels-related results accounted for $11.7 million 
in earnings. Under existing tax laws, we expect this credit 
will cease to exist by 2007. The consistent production 
performance of our current mining operations coupled with 
the purchase of additional mining reserves will make a 
considerable contribution toward enabling continued growth  
in our nonutility earnings stream.
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COAL MINING

With an estimated 
1.9 billion tons of 
Illinois-basin coal 
available in Indiana, 
Vectren will continue 
to primarily use 
coal to serve its 
electric customers 
in southwestern 
Indiana.

ENSURING LONG-TERM 
GROWTh
Fuels’ is slowly exhausting the more than 
30 million tons of combined reserves at 
Cypress Creek and Prosperity. Therefore, 
in 2006, the company has its sights 
narrowed on additional opportunities to 
not only replace Cypress Creek, whose 
reserves will likely be depleted within 
two to three years but also to help grow 
the earnings contribution from mining 
operations for years to come. We know 
our long-term growth in Fuels is dependent 
upon additional mines. We are in the 
process of securing additional mining sites 
in southwestern Indiana, and in 2006, we 
expect to begin the process of acquiring the 
rights and necessary permits in initiating 
the lengthy process required to officially 
begin production. Our goal is to have a new 
underground mine at full operational status 
in 2008.

Vectren’s underground mine, 
Prosperity, utilizes continuous 
miners, multi-million dollar 
machines that quickly cut 
the coal seam with a single 
operator.
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as a pioneer in the 
utility infrastructure 
business, Miller 
Pipeline maintains 
more than 250 
construction crews 
made up of skilled, 
professional 
employees.

PROVIDING PRACTICAL 
SOLUTIONS TO 
INFRASTRUCTURE 
PROBLEMS
Miller Pipeline, a division of Reliant 
Services, specializes in all phases of pipeline 
installations, rehabilitation and related 
services. Headquartered in Indianapolis, 
Miller has 11 regional offices and more than 
1,000 employees. Miller’s construction 
business contracts with a variety of utilities 
to both expand service areas and solve 
infrastructure problems. Although its main 
concentration has always been in natural gas 
construction, in recent years the company 
has excelled in water and wastewater 
projects through the implementation of 
trenchless and cured-in-place technologies. 
These technologies efficiently reline pipe, 
restoring its ability to transport and slow or 
stop further deterioration. Since 1953, Miller 
has built a solid reputation of excellence in 
the utility infrastructure business through 
its ability to complete customers’ projects 
efficiently and to their satisfaction by 
incorporating the industry’s highest quality 
practices and safety standards.
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a Miller crew member covers 
a weld on a two-mile section 
of natural gas pipeline before 
placing it underground.

Miller Pipeline Service Territory 
Miller	is	the	fifth	largest	gas	distribution	
contractor	in	the	u.s.	and	the	largest	in	
the	Midwest.



UTILITY INFRASTRUCTURE  
SERVICES

Miller Pipeline has become a pacesetter in the 
utility services sector by successfully integrating 
technology and best practices.

Reliant Services (Reliant) was formed in August 1998 and  
is owned as a joint venture between Cinergy Corporation and 
Vectren.  Reliant’s premier subsidiary, Miller Pipeline (Miller) 
saw significant growth in 2005, as revenues for its gas 
construction division were up $12.8 million, nearly 14%, from 
the previous year primarily due to progress in the east coast 
and southern regions. Fuel price increases, reduced availability 
of plastic pipe and customer-driven project delays hindered 
overall performance for the year.

In 2006, gas construction spending is projected to increase 
according to the Energy Information Administration. With its 

strong industry reputation for cost-effective and value-added 
performance, Miller expects to capitalize even further in this 
area. For Miller’s utility division, wastewater rehabilitation  
will become a strategic focus in 2006, as it seeks new 
opportunities to expand its presence in this market segment. 
Even without these potential market opportunities, previously 
secured work for the utility division and the strong prospect of 
being awarded larger, long-term construction projects should 
provide steady growth for the year. 
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME

In	millions,	except	per	share	amounts	 Year	ended	december	31, 2005 2004 2003

Operating revenues 

 Gas utility  $ 1,359.7 $ 1,126.2 $ 1,112.3

 Electric utility   421.4  371.3  335.7

 Energy services and other   246.9  192.3  139.7

  Total operating revenues   2,028.0  1,689.8  1,587.7

Operating expenses

 Cost of gas sold   973.3  778.5  762.5

 Fuel for electric generation   126.3  96.1  86.5

 Purchased electric energy   17.8  20.7  16.2

 Cost of energy services and other   191.0  143.5  103.7 

 Other operating   282.2  252.0  237.1

 Depreciation and amortization   158.2  140.1  128.7 

 Taxes other than income taxes   66.1  59.4  57.0

  Total operating expenses   1,814.9  1,490.3  1,391.7

Operating income   213.1  199.5  196.0

Other income

 Equity in earnings of unconsolidated affiliates   45.6  20.6  12.2 

 Other – net   6.2  4.6  16.4

  Total other income   51.8  25.2  28.6

Interest expense   83.9  77.7  75.6

Income before income taxes   181.0  147.0  149.0

Income taxes   44.1  39.0  37.7

Minority interest   0.1  0.1  0.1

Net income  $ 136.8 $ 107.9 $ 111.2

Average common shares outstanding   75.6  75.6  70.6

Diluted common shares outstanding   76.1  75.9  70.8

Earnings per share of common stock

 Basic  $ 1.81 $ 1.43 $ 1.58

 Diluted  $ 1.80 $ 1.42 $ 1.57

the	company’s	consolidated	financial	statements,	including	footnotes,	are	included	in	Appendix	I	to	the	company’s	2006	proxy	statement.
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CONDENSED CONSOLIDATED BALANCE ShEETS

In	millions	 	 At	december	31, 2005 2004

Assets 

Current Assets

 Cash and cash equivalents $ 20.4 $ 9.6

 Accounts receivable – less reserves of $2.8 and $2.0, respectively  197.8  173.5

 Accrued unbilled revenues  240.6  176.6

 Inventories  144.6  72.8

 Recoverable fuel and natural gas costs  15.4  17.6

 Prepayments and other current assets  106.4  136.2

  Total current assets  725.2  586.3

Utility Plant

 Original cost  3,632.0  3,465.2

 Less: accumulated depreciation and amortization  1,380.1  1,309.0

Net utility plant  2,251.9  2,156.2

Investments in unconsolidated affiliates  214.7  180.0

Other investments  111.6  115.1

Nonutility property – net  240.3  229.2

Goodwill – net  207.1  207.1

Regulatory assets  89.9  82.5

Other assets  27.4  30.5

Total assets $ 3,868.1 $ 3,586.9

Liabilities and Shareholders’ Equity

Current Liabilities

 Accounts payable $ 159.0 $ 123.8

 Accounts payable to affiliated companies  162.3  109.3

 Refundable fuel and natural gas costs  7.6  6.3

 Accrued liabilities  156.6  125.8

 Short-term borrowings  299.9  412.4

 Current maturities of long-term debt  0.4  38.5

 Long-term debt subject to tender  53.7  10.0

  Total current liabilities  839.5  826.1

Long-term debt – net of current maturities and debt subject to tender  1,198.0  1,016.6

Deferred income taxes and other liabilities

 Deferred income taxes  227.3  234.0

 Regulatory liabilities  272.9  251.7

 Deferred credits and other liabilities  186.7  163.2

  Total deferred credits and other liabilities  686.9  648.9

Minority interest in subsidiary  0.4  0.4

Cumulative, redeemable preferred stock of a subsidiary  –  0.1

Common shareholders’ equity

 Common stock (no par value) – issued and outstanding 

  76.0 and 75.9, respectively  528.1  526.8

 Retained earnings  628.8  583.0

 Accumulated other comprehensive loss  (13.6)  (15.0)

  Total common shareholders’ equity  1,143.3  1,094.8

Total liabilities and shareholders’ equity $ 3,868.1 $ 3,586.9

the	company’s	consolidated	financial	statements,	including	footnotes,	are	included	in	Appendix	I	to	the	company’s	2006	proxy	statement.
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CONDENSED CONSOLIDATED STATEMENTS OF CASh FLOWS

In	millions	 Year	ended	december	31, 2005 2004 2003

Cash Flows From Operating Activities

Net income  $ 136.8 $ 107.9 $ 111.2

Adjustments to reconcile net income to cash from operating activities:

 Depreciation and amortization   158.2  140.1  128.7

 Deferred income taxes and investment tax credits   (8.6)  5.9  35.1

 Equity in earnings of unconsolidated affiliates   (45.6)  (20.6)  (12.2)

 Provision for uncollectible accounts   15.1  11.9  12.8

 Expense portion of pension and postretirement benefit cost   10.7  11.8  10.0

 Other non-cash charges – net   1.9  8.3  (11.8)

 Changes in working capital accounts:

  Accounts receivable and accrued unbilled revenue   (102.9)  (84.0)  (16.1)

  Inventories   (71.9)  0.4  (7.6)

  Recoverable fuel and natural gas costs   3.5  8.9  (1.0)

  Prepayments and other current assets   36.1  (10.2)  (42.5)

  Accounts payable, including to affiliated companies   101.2  42.5  (11.9)

  Accrued liabilities   27.4  11.2  (11.0)

 Unconsolidated affiliate dividends   18.8  22.3  9.3

 Changes in noncurrent assets   (6.9)  (3.5)  (3.9)

 Changes in noncurrent liabilities   (5.4)  (14.9)  (5.4)

  Net cash flows from operating activities   268.4  238.0  183.7

Cash Flows From Financing Activities

Proceeds from:

 Long-term debt – net of issuance costs   274.2  32.4  202.9

 Stock option exercises and other stock plans   –  4.5  7.1

 Common stock – net of issuance costs   –  –  163.2 

Requirements for:

 Dividends on common stock   (90.5)  (87.3)  (79.2)

 Retirement of long-term debt   (88.5)  (70.7)  (121.9) 

 Redemption of preferred stock of subsidiary   (0.1)  (0.1)  (0.1)

Net change in short-term borrowings   (112.5)  139.5  (124.6)

Other activity   (0.6)  –  (1.6)

  Net cash flows from financing activities   (18.0)  18.3  45.8

Cash Flows From Investing Activities

Proceeds from:

 Unconsolidated affiliate distributions   6.9  3.2  4.8

 Notes receivable and other collections   4.3  9.3  14.4

Requirements for:

 Capital expenditures, excluding AFUDC equity   (231.6)  (252.5)  (233.5)

 Unconsolidated affiliate investments   (19.2)  (18.2)  (16.6)

 Notes receivable and other investments   –  (3.8)  (8.4)

  Net cash flows from investing activities   (239.6)  (262.0)  (239.3)

Net increase (decrease) in cash and cash equivalents   10.8  (5.7)  (9.8)

Cash and cash equivalents at beginning of period   9.6  15.3  25.1

Cash and cash equivalents at end of period  $ 20.4 $ 9.6 $ 15.3

the	company’s	consolidated	financial	statements,	including	footnotes,	are	included	in	Appendix	I	to	the	company’s	2006	proxy	statement.
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MANAGEMENT’S AND INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM’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 I to the 2006 Proxy Statement and filed 

with the Securities and Exchange Commission on Form-10K on  

February 16, 2006, 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, 2005. Management certified this fact in its 

Sarbanes Oxley Section 302 certifications, which were attached as 

exhibits to its 2005 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 management’s 

assessment of the effectiveness of internal control over financial 

reporting as of December 31, 2005, were audited by Deloitte & 

Touche LLP, an independent registered public accounting firm. It’s 

report, which expressed an unqualified opinion, also is included in 

Appendix I to the 2006 Proxy Statement.

Niel C. Ellerbrook

Chairman, President and Chief Executive Officer

Jerome A. Benkert, Jr.

Executive Vice President and Chief Financial Officer

February 16, 2006

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, 

2005 and 2004, 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, 2005.  We also have 

audited management’s assessment of the effectiveness of the 

Company’s internal control over financial reporting and the 

effectiveness of the Company’s internal control over financial 

reporting as of December 31, 2005. Such consolidated financial 

statements, management’s assessment of the effectiveness of 

the Company’s internal control over financial reporting and our 

reports thereon dated February 16, 2006, expressing unqualified 

opinions (which are not included herein) are included in Appendix I 

to the proxy statement for the 2006 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, 2005 

and 2004, and the related condensed consolidated statements of 

income and of cash flows for each of the three years in the period 

ended December 31, 2005, 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 16, 2006
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DIRECTORS AND OFFICERS

Board of Directors

John M. Dunn
director	since	1996

chairman	and	chief	executive	

officer	of	dunn	hospitality	

group,	ltd.

Niel C. Ellerbrook
director	since	1991

chairman	of	the	Board,	

president	and	chief	executive	

officer	of	vectren	corporation

John D. Engelbrecht
director	since	1996

president	and	chief	executive	

officer	of	south	central	

communications	corporation

Anton H. George
director	since	1990

president	and	chief	executive	

officer	of	Indianapolis	Motor	

speedway	corporation	

president	and	chief	executive	

officer	of	hulman	&	company	
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director	since	1986

lead	director	since	2003

president	and		
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Koch	enterprises,	Inc.
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director	since	1998

president	and	chief	executive	

officer	and	founder	of	Mays	

chemical	company,	Inc.

J. Timothy McGinley
director	since	1999

principal	of	house		

Investments,	Inc.

Richard P. Rechter
director	since	1984

director	and	chairman	of	

rogers	group,	Inc.

R. Daniel Sadlier
director	since	2003

chairman	of	the	Board	of	fifth	

third	Bank	(western	ohio)

Richard W. Shymanski
director	since	1989

chairman	of	fendrich		

Industries,	Inc.

Jean L. Wojtowicz
director	since	1996

president	and	founder		

of	cambridge	capital		

Management	corporation
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5-YEAR FINANCIAL REVIEW

In	millions,	except	per	share	amounts	 	 2005	 	 2004	 	 2003  2002  2001

Operations

Operating revenues $ 2,028.0 $ 1,689.8 $ 1,587.7 $ 1,523.8 $ 2,009.1

Operating margin  719.6  651.0  618.8  605.8  570.7

Operating income  213.1  199.5  196.0  211.3  127.9

Earnings before interest and taxes  264.9  224.7  224.6  231.9  158.0

Income before extraordinary items and cumulative  

 effect of change in accounting principle  136.8  107.9  111.2  114.0  59.3

Net income $ 136.8 $ 107.9 $ 111.2 $ 114.0 $ 52.7

Common Stock Data

Average shares outstanding – basic  75.6  75.6  70.6  67.6  66.7

Average shares outstanding – diluted  76.1  75.9  70.8  67.9  66.9

Earnings per share – basic $ 1.81 $ 1.43 $ 1.58 $ 1.69 $ 0.79

Earnings per share – diluted $ 1.80 $ 1.42 $ 1.57 $ 1.68 $ 0.79

Dividends per share $ 1.19 $ 1.15 $ 1.11 $ 1.07 $ 1.03

Dividend payout ratio  66%  80%  70%  63%  130%

Book value per share $ 15.04 $ 14.42 $ 14.17 $ 12.81 $ 12.40

Market price (year-end, closing) $ 27.16 $ 26.80 $ 24.65 $ 23.00 $ 23.98

Return on average shareholders’ equity  12.2%  10.0%  11.5%  13.3%  6.7%

Balance Sheet Data

Capitalization

 Common shareholders’ equity $ 1,143.3 $ 1,094.8 $ 1,071.7 $ 869.9 $ 839.3

 Preferred stock of subsidiary  –  0.1  0.2  0.3  0.5

 Long-term debt   1,252.1  1,065.1  1,101.3  1,020.6  1,026.8

  Total $ 2,395.4 $ 2,160.0 $ 2,173.2 $ 1,890.8 $ 1,866.6

Capitalization ratios

 Common shareholders’ equity  47.7%  50.7%  49.3%  46.0%  45.0%

 Long-term debt    52.3%  49.3%  50.7%  54.0%  55.0%

Capital expenditures

 Utility and others $ 214.5 $ 242.2 $ 220.3 $ 190.7 $ 204.7

 Nonutility  17.1  10.3  13.2  28.0  35.0

  Total  $ 231.6 $ 252.5 $ 233.5 $ 218.7 $ 239.7

Total assets $ 3,868.1 $ 3,586.9 $ 3,353.4 $ 3,136.5 $ 2,878.7

Utility Operating Statistics

Gas distribution

 Operating revenues $ 1,359.7 $ 1,126.2 $ 1,112.3 $ 908.0 $ 1,019.6

 Margin $ 386.4 $ 347.7 $ 349.8 $ 337.2 $ 310.7

 Customers (year-end in thousands)  992  985  972  967  953

Electric

 Operating revenues $ 421.4 $ 371.3 $ 335.7 $ 328.6 $ 308.5

 Margin $ 277.3 $ 254.5 $ 233.0 $ 230.2 $ 219.9

 Customers (year-end in thousands)  140  139  135  134  133

Weather as a percent of normal 

 Heating degree days*   95%  91%  100%  97%  91%

 Cooling degree days  109%  90%  80%  123%  97%

*	weather	normalization	applies	to	natural	gas	rates	in	Indiana	beginning	october	2005.

24  VECTREN CORPORATION



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 46 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,  

April 26, 2006, at Vectren’s corporate headquarters located at  

One Vectren Sq., 211 N. W. Riverside Dr., Evansville, Ind.

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.

ShAREhOLDER INFORMATION
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In today’s digital age, providing easy access to investor 

information 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 transcripts

• A calendar of upcoming events

• Historical documents and investment tools



Vectren Corporation

One Vectren Square

Evansville, Indiana 47708

812-491-4000

www.vectren.com
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