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Common Stock- Without Par Value 81,783,019 July 31, 2011
Class Number of Shares Date

Access to Information
Vectren Corporation makes available all SEC filings and recent annual reports free of charge through its website at

www.vectren.com as soon as reasonably practicable after electronically filing or furnishing the reports to the SEC, or
by request, directed to Investor Relations at the mailing address, phone number, or email address that follows:

Mailing Address: Phone Number: Investor Relations Contact:

One Vectren Square (812) 491-4000 Robert L. Goocher

Evansville, Indiana 47708 Treasurer and Vice President, Investor
Relations

rgoocher @vectren.com

Definitions
BTU: British thermal units MW: megawatts
FASB: Financial Accounting Standards Board MWh / GWh: megawatt hours / thousands of megawatt
hours (gigawatt hours)
FERC: Federal Energy Regulatory Commission OUCC: Indiana Office of the Utility Consumer
Counselor

IDEM: Indiana Department of Environmental Management PUCO: Public Utilities Commission of Ohio

IURC: Indiana Utility Regulatory Commission EPA: Environmental Protection Agency

BCF: billions of cubic feet Throughput: combined gas sales and gas transportation
volumes

MISO: Midwest Independent System Operator XBRL: eXtensible Business Reporting Language

MSHA: Mine Safety and Health Administration
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
VECTREN CORPORATION AND SUBSIDIARY COMPANIES

CONSOLIDATED CONDENSED BALANCE SHEETS
(Unaudited — In millions)

December
June 30, 31,
2011 2010
ASSETS
Current Assets
Cash & cash equivalents $14.8 $10.4
Accounts receivable - less reserves of $7.6 &
$5.3, respectively 179.0 176.6
Accrued unbilled revenues 62.6 162.0
Inventories 166.6 187.1
Recoverable fuel & natural gas costs 9.2 7.9
Prepayments & other current assets 80.6 101.2
Total current assets 512.8 645.2
Utility Plant
Original cost 4,890.0 4,791.7
Less: accumulated depreciation & amortization 1,897.3 1,836.3
Net utility plant 2,992.7 29554
Investments in unconsolidated affiliates 114.8 135.2
Other utility & corporate investments 36.1 341
Other nonutility investments 41.2 40.9
Nonutility plant - net 536.0 488.3
Goodwill - net 262.2 242.0
Regulatory assets 173.3 189.4
Other assets 51.0 33.7
TOTAL ASSETS $4,720.1 $4,764.2

The accompanying notes are an integral part of these consolidated condensed financial statements.
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VECTREN CORPORATION AND SUBSIDIARY COMPANIES
CONSOLIDATED CONDENSED BALANCE SHEETS
(Unaudited — In millions)

December
June 30, 31,
2011 2010
LIABILITIES & SHAREHOLDERS' EQUITY
Current Liabilities
Accounts payable $119.1 $183.7
Accounts payable to affiliated companies 27.7 59.6
Accrued liabilities 184.5 178.4
Short-term borrowings 144.5 118.3
Current maturities of long-term debt 138.3 250.7
Long-term debt subject to tender 30.0 30.0
Total current liabilities 644.1 820.7
Long-term Debt - Net of Current Maturities &
Debt Subject to Tender 1,551.4 1,435.2
Deferred Income Taxes & Other Liabilities
Deferred income taxes 538.1 515.3
Regulatory liabilities 337.6 333.5
Deferred credits & other liabilities 202.6 220.6
Total deferred credits & other liabilities 1,078.3 1,069.4
Commitments & Contingencies (Notes 11-13)
Common Shareholders' Equity
Common stock (no par value) — issued & outstanding
81.8 & 81.7 shares, respectively 687.6 683.4
Retained earnings 762.5 759.9
Accumulated other comprehensive income (loss) (3.8 ) (44

Total common shareholders' equity 1,446.3 1,438.9

TOTAL LIABILITIES & SHAREHOLDERS' EQUITY $4,720.1 $4,764.2
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The accompanying notes are an integral part of these consolidated condensed financial statements.
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VECTREN CORPORATION AND SUBSIDIARY COMPANIES
CONSOLIDATED CONDENSED STATEMENTS OF INCOME

(Unaudited — in millions, except per share amounts)

OPERATING REVENUES
Gas utility
Electric utility
Nonutility
Total operating revenues
OPERATING EXPENSES
Cost of gas sold
Cost of fuel & purchased power
Cost of nonutility revenues
Other operating
Depreciation & amortization
Taxes other than income taxes
Total operating expenses
OPERATING INCOME
OTHER INCOME (EXPENSE)
Equity in (losses) of unconsolidated affiliates
Other income — net
Total other income (expense)

INTEREST EXPENSE
INCOME BEFORE INCOME TAXES
INCOME TAXES

NET INCOME

AVERAGE COMMON SHARES OUTSTANDING
DILUTED COMMON SHARES OUTSTANDING

EARNINGS PER SHARE OF COMMON STOCK:

BASIC
DILUTED

DIVIDENDS DECLARED PER SHARE OF COMMON

STOCK

Three Months
Ended June 30,
2011 2010
$134.0 $122.9
159.3 151.0
182.5 128.5
475.8 402.4
48.8 41.5
60.3 57.8
68.5 494
163.3 132.3
61.2 57.2
12.1 12.1
414.2 350.3
61.6 52.1
(12.0 (13.9
2.8 0.9
(9.2 (13.0
27.0 26.0
25.4 13.1
10.3 4.4
$15.1 $8.7
81.7 81.0
81.8 81.2
$0.19 $0.11
$0.18 $0.11
$0.345 $0.340

Six Months
Ended June 30,
2011 2010
$490.7 $591.0
305.7 295.9
362.0 255.8
1,158.4 1,142.7
243.9 339.3
119.8 115.8
173.6 109.9
304.9 261.2
120.3 113.0
31.0 35.2
993.5 974.4
164.9 168.3
(22.9 (5.7
5.2 0.4
(17.7 5.3
53.6 52.0
93.6 111.0
33.9 39.1
$59.7 $71.9
81.7 81.0
81.8 81.2
$0.73 $0.89
$0.73 $0.89
$0.690 $0.680
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The accompanying notes are an integral part of these consolidated condensed financial statements.
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VECTREN CORPORATION AND SUBSIDIARY COMPANIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited — In millions)

Six Months Ended June
30,
2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $59.7 $71.9
Adjustments to reconcile net income to cash from operating activities:

Depreciation & amortization 120.3 113.0
Deferred income taxes & investment tax credits 34.1 17.6
Equity in losses of unconsolidated affiliates 22.9 5.7
Provision for uncollectible accounts 6.9 10.2
Expense portion of pension & postretirement benefit cost 4.5 4.5
Other non-cash charges - net 6.1 14.5
Changes in working capital accounts:

Accounts receivable & accrued unbilled revenues 111.2 100.0

Inventories 20.5 7.5

Recoverable/refundable fuel & natural gas costs (1.3 ) (24.2

Prepayments & other current assets 22.6 17.6

Accounts payable, including to affiliated companies (102.5 ) (988

Accrued liabilities 4.6 14.0
Unconsolidated affiliate dividends 0.1 12.2
Employer contributions to pension & postretirement plans (33.1 ) (8.2
Changes in noncurrent assets 3.5 ) 9.5
Changes in noncurrent liabilities 3.5 ) (8.3

Net cash flows from operating activities 269.6 258.7

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from:

Dividend reinvestment plan & other common stock issuances 3.6 3.1
Requirements for:
Dividends on common stock (56.4 )  (55.1
Retirement of long-term debt (1.4 ) (1.6
Other financing activities (1.4 ) -
Net change in short-term borrowings 26.2 (67.9
Net cash flows from financing activities 29.4 ) (121.5

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from:

Unconsolidated affiliate distributions 0.5 0.5
Other collections 0.9 6.8
Requirements for:

Capital expenditures, excluding AFUDC equity 1s24 ) (1372

Business acquisition, net of cash acquired (83.4 ) -

Other investments (1.4 ) (24

Net cash flows from investing activities (235.8 ) (132.3

Net change in cash & cash equivalents 4.4 4.9
Cash & cash equivalents at beginning of period 10.4 11.9

Cash & cash equivalents at end of period $14.8 $16.8
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The accompanying notes are an integral part of these consolidated condensed financial statements.
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VECTREN CORPORATION AND SUBSIDIARY COMPANIES
NOTES TO THE CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
(UNAUDITED)

1. Organization and Nature of Operations

Vectren Corporation (the Company or Vectren), an Indiana corporation, is an energy holding company headquartered
in Evansville, Indiana. The Company’s wholly owned subsidiary, Vectren Utility Holdings, Inc. (Utility Holdings),
serves as the intermediate holding company for three public utilities: Indiana Gas Company, Inc. (Indiana Gas or
Vectren North), Southern Indiana Gas and Electric Company (SIGECO or Vectren South), and the Ohio

operations. Utility Holdings also has other assets that provide information technology and other services to the three
utilities. Utility Holdings’ consolidated operations are collectively referred to as the Utility Group. Both Vectren and
Utility Holdings are holding companies as defined by the Energy Policy Act of 2005 (Energy Act). Vectren was
incorporated under the laws of Indiana on June 10, 1999.

Indiana Gas provides energy delivery services to approximately 565,000 natural gas customers located in central and
southern Indiana. SIGECO provides energy delivery services to approximately 141,000 electric customers and
approximately 110,000 gas customers located near Evansville in southwestern Indiana. SIGECO also owns and
operates electric generation assets to serve its electric customers and optimizes those assets in the wholesale power
market. Indiana Gas and SIGECO generally do business as Vectren Energy Delivery of Indiana. The Ohio operations
provide energy delivery services to over 312,000 natural gas customers located near Dayton in west central Ohio. The
Ohio operations are owned as a tenancy in common by Vectren Energy Delivery of Ohio, Inc. (VEDO), a wholly
owned subsidiary of Utility Holdings (53 percent ownership), and Indiana Gas (47 percent ownership). The Ohio
operations generally do business as Vectren Energy Delivery of Ohio.

The Company, through Vectren Enterprises, Inc. (Enterprises), is involved in nonutility activities in four primary
business areas: Infrastructure Services, Energy Services, Coal Mining, and Energy Marketing. Infrastructure Services
provides underground construction and repair services. Energy Services provides performance contracting and
renewable energy services. Coal Mining mines and sells coal. Energy Marketing markets and supplies natural gas
and provides energy management services. Enterprises also has other legacy businesses that have invested in
energy-related opportunities and services, real estate, and leveraged leases, among other investments. All of the above
are collectively referred to as the Nonutility Group. Enterprises supports the Company’s regulated utilities pursuant to
service contracts by providing natural gas supply services, coal, and infrastructure services.

2. Basis of Presentation

The interim consolidated condensed financial statements included in this report have been prepared by the Company,
without audit, as provided in the rules and regulations of the Securities and Exchange Commission and include a
review of subsequent events through the date the financial statements were issued. Certain information and note
disclosures normally included in financial statements prepared in accordance with accounting principles generally
accepted in the United States have been omitted as provided in such rules and regulations. The information in this
report reflects all adjustments which are, in the opinion of management, necessary to fairly state the interim periods
presented, inclusive of adjustments that are normal and recurring in nature. These consolidated condensed financial
statements and related notes should be read in conjunction with the Company’s audited annual consolidated financial
statements for the year ended December 31, 2010, filed with the Securities and Exchange Commission on February
17,2011, on Form 10-K. Because of the seasonal nature of the Company’s utility operations, the results shown on a
quarterly basis are not necessarily indicative of annual results.

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States requires management to make estimates and assumptions that affect the reported amounts of assets and
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liabilities and disclosure of contingent assets and liabilities at the date of the statements and the reported amounts of
revenues and expenses during the reporting periods. Actual results could differ from those estimates.

15
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3. Comprehensive Income

Comprehensive income consists of the following:

Three Months Six Months
Ended June 30, Ended June 30,
(In millions) 2011 2010 2011 2010
Net income $15.1 $8.7 $59.7 $71.9
Comprehensive income of unconsolidated affiliates 1.1 9.0 34 1.9
Cash flow hedges
Unrealized gains (losses) 0.5 0.7 0.9 0.2
Reclassifications to net income 0.3 - (3.3 ) -
Income taxes (0.7 ) (4.1 ) (04 ) (1.0 )
Total comprehensive income $16.3 $14.3 $60.3 $73.0

Accumulated other comprehensive income arising from unconsolidated affiliates is primarily the Company’s portion of
ProLiance Holdings, LLC’s accumulated comprehensive income related to use of cash flow hedges. (See Note 9 for
more information on ProLiance.)

4. Earnings Per Share

The Company uses the two class method to calculate earnings per share (EPS). The two class method is an earnings
allocation formula that treats a participating security as having rights to earnings that otherwise would have been
available to common shareholders. Under the two class method, earnings for a period are allocated between common
shareholders and participating security holders based on their respective rights to receive dividends as if all
undistributed book earnings for the period were distributed. Basic EPS is computed by dividing net income
attributable to only the common shareholders by the weighted-average number of common shares outstanding for the
period. Diluted EPS includes the impact of stock options and other equity based instruments to the extent the effect is
dilutive. The following table illustrates the basic and dilutive EPS calculations for the periods presented in these
financial statements.

Three Months Six Months
Ended June 30, Ended June 30,
(In millions, except per share data) 2011 2010 2011 2010
Numerator:
Reported net income (Numerator for Basic and Diluted
EPS) $15.1 $8.7 $59.7 $71.9
Denominator:
Weighted average common shares outstanding (Basic
EPS) 81.7 81.0 81.7 81.0
Conversion of share based compensation arrangements 0.1 0.2 0.1 0.2
Adjusted weighted average shares outstanding and
assumed conversions outstanding (Diluted EPS) 81.8 81.2 81.8 81.2
Basic EPS $0.19 $0.11 $0.73 $0.89
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$0.73

$0.89
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For the three months ended June 30, 2011, all options were dilutive. For the three months ended June 30, 2010,
options to purchase 517,800 additional shares of the Company’s common stock were outstanding, but were not
included in the computation of diluted EPS because their effect would be antidilutive. For the six months ended June
30, 2011, options to purchase 1,920 additional shares of the Company’s common stock were outstanding, but were not
included in the computation of diluted EPS because their effect would be antidilutive, compared to 517,800 shares for
the six months ended June 30, 2010. The exercise prices for these options were $27.15 for the six months ended June
30, 2011. The exercise prices for these options ranged from $24.74 to $27.15 for the three and six months ended June
30, 2010.

5. Acquisition of Minnesota Limited, Inc.

On March 31, 2011, the Company, through its wholly owned subsidiary Vectren Infrastructure Services Company,
Inc., purchased Minnesota Limited, Inc., excluding certain assets. Minnesota Limited is a specialty contractor
focusing on transmission pipeline construction and maintenance; pump station, compressor station, terminal and
refinery construction; gas distribution; and hydrostatic testing. Minnesota Limited is headquartered in Big Lake,
Minnesota and the majority of its customers are generally located in the northern Midwest region.

Along with the Company’s wholly owned subsidiary, Miller Pipeline LLC, Minnesota Limited is included in the
Company’s nonutility Infrastructure Services operating segment. This acquisition positions the Company for
anticipated growth in demand for gas transmission construction resulting from the need to transport new sources of
natural gas and oil found in shale formations and the need to upgrade the nation’s aging pipelines.

The Company accounted for the cash acquisition in accordance with FASB authoritative guidance for business
combinations, which requires the Company to recognize the assets acquired and the liabilities assumed, measured at
their fair values as of the date of acquisition. The following table summarizes the allocation of the purchase price to
the fair value of the assets acquired and liabilities assumed.

(In millions)

Working capital assets $ 215
Working capital liabilities 6.7 )
Net Working Capital 14.8
Property, plant & equipment 344
Identifiable intangible assets 19.2
Goodwill 20.2
Net assets acquired 88.6
Debt obligation assumed 52 )
Cash paid in acquisition, net

of cash acquired $ 834

As of August 4, 2011, the purchase price and its allocation remain preliminary and could change in subsequent
periods. Any subsequent material changes to the purchase price and its allocation will be adjusted pursuant to FASB
guidance. Since the initial purchase price allocation was disclosed on March 31, 2011, minor adjustments to working
capital accounts have been made to the opening balance sheet. The final purchase price and the allocation are
dependent on final reconciliations of certain working capital items, and final valuation of property, plant, and
equipment and identifiable intangible assets, among other items.

Level 3 market inputs, such as discounted cash flows, revenue growth rates, royalty rates, and dealer and auction
values of used equipment, were used to derive the preliminary fair values of the identifiable intangible assets and
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property plant and equipment. Identifiable intangible assets include back log, long-term customer relationships, and
trade name. The Company intends to use the acquired assets for an extended period and will amortize them on a
straight-line basis over their estimated useful lives. Goodwill arising from the purchase represents intangible value the
Company expects to realize over time. This value includes but is not limited to: 1) expected synergies from more
efficient utilization of equipment and human resources within the combined entities; 2) the experience and size of the
acquired work force; and 3) the reputation of the current Minnesota Limited management team. The goodwill, which
does not amortize pursuant to FASB guidance, is deductible over a 15 year period for purposes of computing current
income tax expense.

-10-
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Transaction costs associated with the acquisition and expensed by the Company totaled approximately $0.5 million, of
which $0.2 million are included in other operating expenses during the six months ended June 30, 2011 and the
remainder was expensed in 2010. For the period from April 1, 2011 through June 30, 2011, Minnesota Limited
contributed approximately $22.0 million and $0.5 million to the Company's revenue and net income, respectively.

The following table presents the Company's unaudited proforma results of operations for the three months ended June
30, 2010 and six months ended June 30, 2011 and 2010 as if the acquisition had occurred on January 1, 2010.

Three
Months Six Months
Ended June

30, Ended June 30,
(In millions, except per share data) 2010 2011 2010
Nonutility operating revenues $422.4 $1,158.4 $1,148.6

Net income $7.8 $59.5 $69.8

Basic earnings per share $0.10 $0.73 $0.86

Diluted earnings per share $0.10 $0.73 $0.86

In addition to the incremental revenues and expenses recorded by Minnesota Limited during this period, the proforma
financial data for all periods presented contain several adjustments including the following: recording the additional
amortization expense from the identifiable intangible assets; adjusting the estimated tax provision of the proforma
combined results; and adjusting for the issuance of short-term debt to facilitate the acquisition. The Company prepared
the proforma financial information for the combined entities for comparative purposes only, and it may not be
indicative of what actual results would have been if the acquisition had taken place on the proforma date, or of future
results.

Concurrent with the purchase agreement, the Company executed a lease arrangement at fair value for the Minnesota
Limited corporate headquarters, which is owned by a member of the Minnesota Limited management team and certain
family members. The lease obligates the Company to pay approximately $83,333 per month for 10 years along with
certain executory costs for taxes and other operating expenses. Pursuant to FASB guidance, the Company accounts
for the obligation as an operating lease, expensing the lease payments and executory costs as incurred.

6. Excise and Utility Receipts Taxes

Excise taxes and a portion of utility receipts taxes are included in rates charged to customers. Accordingly, the
Company records these taxes received as a component of operating revenues, which totaled $5.5 million and $5.1
million in the three months ended June 30, 2011 and 2010, respectively. During the six months ended June 30, 2011
and 2010, these taxes totaled $16.6 million and $20.4 million, respectively. Expenses associated with excise and
utility receipts taxes are recorded as a component of Taxes other than income taxes.

7. Retirement Plans & Other Postretirement Benefits

The Company maintains three qualified defined benefit pension plans, a nonqualified supplemental executive
retirement plan (SERP), and three other postretirement benefit plans. The defined benefit pension and other
postretirement benefit plans, which cover eligible full-time regular employees, are primarily noncontributory. The
postretirement health care and life insurance plans are a combination of self-insured and fully insured plans. The
Company has a Voluntary Employee Beneficiary Association (VEBA) Trust Agreement for the partial funding of
postretirement health benefits for retirees and their eligible dependents and beneficiaries in one of the three

plans. Annual VEBA funding is discretionary; however, no further funding is anticipated. The qualified pension
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plans and the SERP are aggregated under the heading ‘“Pension Benefits.” Other postretirement benefit plans are
aggregated under the heading “Other Benefits.”

-11-
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Net Periodic Benefit Costs

A summary of the components of net periodic benefit cost follows:

(In millions)
Service cost
Interest cost
Expected return on plan assets
Amortization of prior service cost
Amortization of transitional obligation
Amortization of actuarial loss

Net periodic benefit cost

(In millions)
Service cost
Interest cost
Expected return on plan assets
Amortization of prior service cost
Amortization of transitional obligation
Amortization of actuarial loss

Net periodic benefit cost

Employer Contributions to Qualified Pension Plans
Currently, the Company expects to contribute approximately $35 million to its pension plan trusts for 2011. During

Three Months Ended June 30,

Pension Benefits Other Benefits
2011 2010 2011 2010
$1.8 $ 16 $ 02 $ 0.1
4.0 4.0 1.0 1.2
(5.3 ) (4.6 ) - (0.1
04 04 (0.2 ) (0.2
- - 0.3 0.3
0.9 0.5 0.2 0.1
$1.8 $ 19 $ 15 $ 14
Six Months Ended June 30,
Pension Benefits Other Benefits
2011 2010 2011 2010
$3.5 $3.2 $0.3 $0.2
8.0 7.9 2.1 2.3
(10.6 ) (9.2 ) - 0.2
0.8 0.8 0.4 ) (0.4
- - 0.6 0.6
1.9 1.0 0.3 0.3
$3.6 $3.7 $2.9 $2.8

the six months ended June 30, 2011, contributions of $30.9 million have been made.

8.

Supplemental Cash Flow Information

As of June 30, 2011 and December 31, 2010, the Company has accruals related to utility and nonutility plant
purchases totaling approximately $15.4 million and $13.9 million, respectively.

ProLiance Holdings, LLC (ProLiance), a nonutility energy marketing affiliate of Vectren and Citizens Energy Group
(Citizens), provides services to a broad range of municipalities, utilities, industrial operations, schools, and healthcare
institutions located throughout the Midwest and Southeast United States. ProLiance’s customers include Vectren’s

9. ProLiance Holdings, LLC

Indiana utilities and nonutility gas supply operations as well as Citizens’ utilities. ProLiance’s primary businesses

include gas marketing, gas portfolio optimization, and other portfolio and energy management services. Consistent

)

with its ownership percentage, Vectren is allocated 61 percent of ProLiance’s profits and losses; however, governance

and voting rights remain at 50 percent for each member; and therefore, the Company accounts for its investment in
ProLiance using the equity method of accounting.

-12-
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Summarized Financial Information

Three Months Six Months
Ended June 30, Ended June 30,
(In millions) 2011 2010 2011 2010
Summarized statement of income information:
Revenues $291.2 $267.5 $791.8 $805.7
Operating income (loss) $(20.1 ) $(13.7 ) $(37.3 ) $0.5
ProLiance's earnings (loss) $(20.3 ) $(13.7 ) $(37.7 ) $0.6
As of
December
June 30, 31,
(In millions) 2011 2010
Summarized balance sheet information:
Current assets $282.1 $441.4
Noncurrent assets $59.9 $59.1
Current liabilities $171.7 $298.1
Noncurrent liabilities $0.3 $0.4
Members' equity $171.2 $208.9
Accumulated other comprehensive income (loss) $(5.3 ) $(10.8 )
Noncontrolling interest $4.1 $3.9

Vectren records its 61 percent share of ProLiance’s earnings after income taxes and an interest expense allocation.

Investment in Liberty Gas Storage

Liberty Gas Storage, LLC (Liberty), a joint venture between a subsidiary of ProLiance and a subsidiary of Sempra
Energy (SE), is a development project for salt-cavern natural gas storage facilities. ProLiance is the minority member
with a 25 percent interest, which it accounts for using the equity method. The project was expected to include 17 Bcf
of capacity in its North site, and an additional capacity of at least 17 Bcf at the South site. The South site also has the
potential for further expansion. The Liberty pipeline system is currently connected with several interstate pipelines,
including the Cameron Interstate Pipeline operated by Sempra Pipelines & Storage, and will connect area LNG
regasification terminals to an interstate natural gas transmission system and storage facilities.

In late 2008, the project at the North site was halted due to subsurface and well-completion problems, resulting in
Liberty recording a $132 million impairment charge related to the North site in 2009. ProLiance recorded its share of
the charge in 2009 totaling $33 million; the Company recorded its share of the charge in 2009 totaling $11.9 million
after tax in Equity in earnings of unconsolidated affiliates. Development of the South site continues. Approximately
12 Bcf of the storage, which comprises three of the four FERC certified caverns, is fully completed and tested. As a
result of the issues encountered at the North site, Liberty requested and the FERC approved the separation of the
North site from the South site. ProLiance’s ability to meet the needs of its customers has not, nor does it expect it to
be, impacted. As of June 30, 2011 and December 31, 2010, ProLiance’s investment in Liberty approximated $37.1
million and $36.7 million, respectively.

Liberty received a Demand for Arbitration from Williams Midstream Natural Gas Liquids, Inc. (“Williams™) on
February 8, 2011 related to a Sublease Agreement (“Sublease”) between Liberty and Williams at the North site.
Williams alleges that Liberty was negligent in its attempt to convert certain salt caverns to natural gas storage and
thereby damaged the caverns. Williams alleges damages of $56.7 million. Liberty believes that it has complied with
all of its obligations to Williams, including properly terminating the Sublease. Liberty intends to vigorously defend
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itself and has asserted counterclaims substantially in excess of the amounts asserted by Williams.

Transactions with ProLiance

Purchases from ProLiance for resale and for injections into storage for the three months ended June 30, 2011 and 2010
totaled $81.0 million and $77.8 million, respectively, and for the six months ended June 30, 2011 and 2010, totaled
$201.1 and $241.2 million. Amounts owed to ProLiance at June 30, 2011 and December 31, 2010, for those

purchases were $27.7 million and $59.6 million, respectively, and are included in Accounts payable to affiliated
companies in the Consolidated Balance Sheets. Vectren received regulatory approval on April 25, 2006, from the
TURC for ProLiance to provide natural gas supply services to the Company’s Indiana utilities through March 2011. On
March 17, 2011, an order was received by the [IURC providing for ProLiance’s continued provision of gas supply
services to the Company’s Indiana utilities and Citizens Energy Group through March 2016. Amounts charged by
ProLiance for gas supply services are established by supply agreements with each utility.

-13-
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10. Financing Activities

Utility Holdings Long Term Debt

On April 5, 2011, Utility Holdings entered into a private placement note purchase agreement pursuant to which
various institutional investors have agreed to purchase the following tranches of notes: (i) $55 million of 4.67 percent
Senior Guaranteed Notes, due November 30, 2021, (ii) $60 million of 5.02 percent Senior Guaranteed Notes, due
November 30, 2026, and (iii) $35 million of 5.99 percent Senior Guaranteed Notes, due December 2, 2041. The
proceeds received from the issuance of these senior notes will be used to partially refinance $250 million of Utility
Holdings long-term debt maturing December 1, 2011. The remainder of the maturing debt will be retired with
short-term borrowings. These senior notes are unsecured and will be jointly and severally guaranteed by Utility
Holdings’ regulated utility subsidiaries, Southern Indiana Gas and Electric Company, Indiana Gas Company, Inc., and
Vectren Energy Delivery of Ohio, Inc. Subject to the satisfaction of customary conditions precedent, this financing is
scheduled to close on or about November 30, 2011. The Company has reclassified $150 million of the $250 million
debt redemption due in December 2011 to long-term debt in its June 30, 2011 Consolidated Balance Sheet to reflect
the Company’s ability and intent to refinance that portion of the debt with this issuance.

11. Commitments & Contingencies

Corporate Guarantees

The Company issues parent level guarantees to certain vendors and customers of its wholly owned subsidiaries and
unconsolidated affiliates. These guarantees do not represent incremental consolidated obligations; rather, they
represent parental guarantees of subsidiary and unconsolidated affiliate obligations in order to allow those subsidiaries
and affiliates the flexibility to conduct business without posting other forms of collateral. At June 30, 2011, parent
level guarantees support a maximum of $25 million of ESG’s performance contracting commitments and warranty
obligations and $27 million of other project guarantees. The broader scope of ESG’s performance contracting
obligations, including those not guaranteed by the parent company, are described below. In addition, the parent
company has approximately $82 million of other guarantees outstanding supporting other consolidated subsidiary
operations, of which $56 million support the operations of Vectren Source, a wholly owned non-regulated retail gas
marketer and $21 million represent letters of credit supporting other nonutility operations. Guarantees issued and
outstanding on behalf of unconsolidated affiliates approximated $3 million at June 30, 2011. These guarantees relate
primarily to arrangements between ProLiance and various natural gas pipeline operators. The Company has not been
called upon to satisfy any obligations pursuant to these parental guarantees and has accrued no significant liabilities
related to these guarantees.

Performance Guarantees & Product Warranties

In the normal course of business, wholly owned subsidiaries, including ESG, issue performance bonds or other forms
of assurance that commit them to timely install infrastructure, operate facilities, pay vendors or subcontractors, and/or
support warranty obligations. Based on a history of meeting performance obligations and installed products operating
effectively, no significant liability or cost has been recognized for the periods presented.

Specific to ESG, in its role as a general contractor in the performance contracting industry, at June 30, 2011, there are
76 open surety bonds supporting future performance. The average face amount of these obligations is $4.2 million,
and the largest obligation has a face amount of $30.8 million. The maximum exposure of these obligations is less than
these amounts for several factors, including the level of work already completed. At June 30, 2011, over 50 percent of
work was completed on projects with open surety bonds. A significant portion of these commitments will be fulfilled
within one year. In instances where ESG operates facilities, project guarantees extend over a longer period. In
addition to its performance obligations, ESG also warrants the functionality of certain installed infrastructure
generally for one year and the associated energy savings over a specified number of years. The Company has no
significant accruals for these warranty obligations as of June 30, 2011.
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Legal & Regulatory Proceedings

The Company is party to various legal proceedings, audits, and reviews by taxing authorities and other government
agencies arising in the normal course of business. In the opinion of management, there are no legal proceedings or
other regulatory reviews or audits pending against the Company that are likely to have a material adverse effect on its
financial position, results of operations or cash flows.

-14-
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12. Legislative & Environmental Matters

Indiana House Bill 1004

In May 2011, House Bill 1004 was signed into law. This legislation phases in over four years a two percent rate
reduction to the Indiana Adjusted Gross Income Tax for corporations. Pursuant to House Bill 1004, the tax rate will
be lowered by one-half percent each year beginning on July 1, 2012, to the final rate of six and one-half percent
effective July 1, 2015. Pursuant to FASB guidance, the Company accounted for the effect of the change in tax law on
its deferred taxes in the second quarter of 2011, the period of enactment. The impact was not material to results of
operations.

Indiana Senate Bill 251

In April 2011, Senate Bill 251 was signed into law. While the bill is broad in scope, it allows for cost recovery
outside of a base rate proceeding for federal government mandated projects and provides for a voluntary clean energy
portfolio standard.

The legislation establishes a voluntary clean energy portfolio standard that provides incentives to electricity suppliers
participating in the program. The goal of the program is that by 2025, at least 10 percent of the total electricity
obtained by the supplier to meet the energy needs of its Indiana retail customers will be provided by clean energy
sources, as defined. The financial incentives include an enhanced return on equity and tracking mechanisms to
recover program costs. In advance of a federal portfolio standard and Senate Bill 251, SIGECO received regulatory
approval to purchase a 3 MW landfill gas generation facility from a related entity. The facility was purchased in 2009
and is directly connected to the Company’s distribution system. In 2009, the Company also executed a long term
purchase power commitment for 50 MW of wind energy. These transactions supplement a 30 MW wind energy
purchase power agreement executed in 2008. The Company believes that SIGECO, as a result of these actions, is
already at approximately 5 percent compared to the 10 percent 2025 goal.

As it relates to the implementation of federal mandates, the law applies to both gas and electric utility operations and
provides a framework to recover 80 percent of federally mandated costs through a periodic rate adjustment mechanism
outside of a base rate increase. Such costs include construction, depreciation, operating and other costs. The
remaining 20 percent of those costs are to be deferred until the utility’s next general rate case. Therefore, for
qualifying expenditures, there is reasonable certainty of timely cost recovery ahead of base rate cases. The Company
is currently evaluating the impact this law may have on its operations, including applicability to expenditures
associated with the integrity, safety, and reliable operation of natural gas pipelines and facilities; ash disposal; water
regulations; and air pollution, including greenhouse gas emissions, among other federally mandated projects and
potential projects.

Ohio House Bill 95

Ohio House Bill 95 was recently signed into law. The law adjusts, among other things, the manner in which gas
utilities file for rate changes, including the implementation of base rate changes, alternative rate plans, and automatic
rate adjustment mechanisms. Outside of a base rate proceeding, the legislation permits a natural gas company to
apply to implement a capital expenditure program for infrastructure expansion, upgrade, or replacement; installation,
upgrade, or replacement of information technology systems; or any program necessary to comply with government
regulation. Once such application is approved, the legislation authorizes recovery or deferral of program costs, such
as depreciation, property taxes, and carrying costs. The Company is assessing the impact this legislation may have on
its operations.

Clean Air Act

To comply with Indiana’s implementation plan of the Clean Air Act of 1990, Clean Air Interstate Regulations (CAIR),
and regulation of mercury, SIGECO obtained IURC authority to invest in clean coal technology. Using this
authorization, SIGECO has invested approximately $411 million starting in 2001 with the last equipment being placed
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into service on January 1, 2010. The pollution control equipment includes Selective Catalytic Reduction (SCR)
systems, fabric filters, and an SO2 scrubber at its generating facility that is jointly owned with ALCOA (the
Company’s portion is 150 MW). SCR technology is the most effective method of reducing NOx emissions where high
removal efficiencies are required and fabric filters control particulate matter emissions. The unamortized portion of
the $411 million clean coal technology investment was included in rate base for purposes of determining SIGECO’s
new electric base rates approved in the latest base rate order recently obtained April 27, 2011. SIGECO’s coal fired
generating fleet is 100 percent scrubbed for SO2 and 90 percent controlled for NOx.

CAIR is an allowance cap and trade program instituted in 2005 that required reductions from coal-burning power
plants for NOx emissions beginning January 1, 2009 and SO2 emissions beginning January 1, 2010. On July 11,
2008, the US Court of Appeals for the District of Columbia vacated the federal CAIR regulations. Various parties
filed motions for reconsideration, and on December 23, 2008, the Court reinstated the CAIR regulations and remanded
the regulations back to the EPA for promulgation of revisions in accordance with the Court’s July 11, 2008 order.
Thus, the original version of CAIR promulgated in March of 2005 remains effective while EPA revised it per the
Court’s guidance. SIGECO is in compliance with the current CAIR Phase I annual NOx reduction requirements in
effect on January 1, 2009, and the Phase I annual SO2 reduction requirements in effect on January 1, 2010.

-15-
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Similarly, in March of 2005, EPA promulgated the Clean Air Mercury Rule (CAMR). CAMR is an allowance cap
and trade program requiring further reductions in mercury emissions from coal-burning power plants. The CAMR
regulations were vacated by the US Court of Appeals for the DC Circuit in July 2008. In response to the court
decision, EPA announced that it intended to publish proposed Maximum Achievable Control Technology standards
for mercury in 2011. In March 2011, the EPA released its proposed Hazardous Air Pollutants (HAPs) rule for the
reduction of mercury, non-mercury particulate and acid gases. Based on initial review of the proposed regulation, the
Company believes that it will be able to meet these new stringent emission reduction limits with its existing suite of
pollution control equipment.

On July 7, 2011, the EPA finalized its revisions to CAIR, renamed the Cross State Air Pollution Rule.

The rule finalizes the previously proposed 71 percent reduction of SO2 emissions compared to 2005 national levels
and a 52 percent reduction of NOx emissions compared to 2005 national levels. These reductions are to be achieved
with initial step reductions beginning in 2012 with final compliance to be achieved in 2014. Based upon an initial
review of the final rule, the Company believes that it will be able to meet these requirements with its existing suite of
pollution control equipment and the anticipated allotment of new emission allowances. However, it is possible some
minor modifications to the control equipment will be required.

Climate Change

In April of 2007, the US Supreme Court determined that greenhouse gases meet the definition of "air pollutant” under
the Clean Air Act and ordered the EPA to determine whether greenhouse gas emissions from motor vehicles cause or
contribute to air pollution that may reasonably be anticipated to endanger public health or welfare. In April of 2009,
the EPA published its proposed endangerment finding for public comment. The proposed endangerment finding
concludes that carbon emissions from mobile sources pose an endangerment to public health and the environment.
The endangerment finding was finalized in December of 2009, and is the first step toward EPA regulating carbon
emissions through the existing Clean Air Act in the absence of specific carbon legislation from Congress. Therefore,
any new regulations would likely also impact major stationary sources of greenhouse gases. The EPA has
promulgated two greenhouse gas regulations that apply to SIGECO’s generating facilities. In 2009, the EPA finalized
a mandatory greenhouse gas emissions registry which will require reporting of emissions beginning in 2011 (for the
emission year 2010). The EPA has also recently finalized a revision to the Prevention of Significant Deterioration
(PSD) and Title V permitting rules which would require facilities that emit 75,000 tons or more of greenhouse gases a
year to obtain a PSD permit for new construction or a significant modification of an existing facility.

Numerous competing federal legislative proposals have also been introduced in recent years that involve carbon,
energy efficiency, and renewable energy. Comprehensive energy legislation at the federal level continues to be
debated, but there has been little progress to date. The progression of regional initiatives throughout the United States
has also slowed.

Impact of Legislative Actions & Other Initiatives is Unknown

If regulations are enacted by the EPA or other agencies or if legislation requiring reductions in CO2 and other
greenhouse gases or legislation mandating a renewable energy portfolio standard is adopted, such regulation could
substantially affect both the costs and operating characteristics of the Company’s fossil fuel generating plants,
nonutility coal mining operations, and natural gas distribution businesses. At this time and in the absence of final
legislation, compliance costs and other effects associated with reductions in greenhouse gas emissions or obtaining
renewable energy sources remain uncertain. The Company has gathered preliminary estimates of the costs to control
greenhouse gas emissions. A preliminary investigation demonstrated costs to comply would be significant, first with
regard to operating expenses and later for capital expenditures as technology becomes available to control greenhouse
gas emissions. However, these compliance cost estimates are based on highly uncertain assumptions, including
allowance prices if a cap and trade approach were employed, and energy efficiency targets. Costs to purchase
allowances that cap greenhouse gas emissions or expenditures made to control emissions should be considered a cost
of providing electricity, and as such, the Company believes such costs and expenditures would be recoverable from
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customers through Senate Bill 251. Customer rates may also be impacted should decisions be made to reduce the
level of sales to municipal and other wholesale customers in order to meet emission targets.
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Ash Ponds & Coal Ash Disposal Regulations

In June 2010, the EPA issued proposed regulations affecting the management and disposal of coal combustion
products, such as ash generated by the Company’s coal-fired power plants. The proposed rules more stringently
regulate these byproducts and would likely increase the cost of operating or expanding existing ash ponds and the
development of new ash ponds. The EPA did not offer a preferred alternative, but is taking public comment on
multiple alternative regulations. The Company estimates capital expenditures to comply could be as much as $30
million, and such expenditures could exceed $100 million if the most stringent of the alternatives is selected. Annual
compliance costs could increase slightly or be impacted by as much as $5 million. The alternatives include regulating
coal combustion by-products as hazardous waste. At this time, the majority of the Company’s ash is being beneficially
reused. The proposals offered by EPA allow for the beneficial reuse of ash in certain circumstances. Costs for
compliance with these regulations would likely qualify as federally mandated regulatory requirements under Senate
Bill 251 referenced above.

Clean Water Act

Section 316(b) of the Clean Water Act requires that generating facilities use the “best technology available” to minimize
adverse environmental impacts. More specifically, Section 316(b) is concerned with impingement and entrainment of
aquatic species in once-through cooling water intake structures used at electric generating facilities. In April of 2009,
the U.S. Supreme Court affirmed that the EPA could, but was not required to, consider costs and benefits in making
the evaluation as to the best technology available for existing generating facilities. The regulation was remanded back
to the EPA for further consideration. Depending upon the approaches taken by the EPA when it reissues the
regulation, capital investments could be in the $40 million range if new infrastructure, such as new cooling water
towers, is required. In March 2011, the EPA released its proposed Section 316(b) regulations. The EPA did not
mandate the retrofitting of cooling towers in the proposed regulation, but if finalized the regulation will leave it to the
state to determine whether cooling towers should be required on a case by case basis. Similarly, costs for compliance
with these regulations would likely qualify as federally mandated regulatory requirements under Senate Bill 251
referenced above.

Potential Pipeline Safety Legislation

There are federal proposals currently pending that would increase the oversight of natural gas pipelines and lead to an
investment in the inspection, and where necessary, modernization of pipeline infrastructure. At this time and in the
absence of final legislation, compliance costs and other effects associated with increased pipeline safety regulations
remain uncertain. However, any future legislative or regulatory actions taken to address pipeline safety could result in
both operating expenses and capital expenditures associated with the Company’s natural gas distribution businesses.
Compliance costs and capital investments associated with the Company’s Indiana gas utilities would likely qualify as
federally mandated regulatory requirements under Senate Bill 251 referenced above. In Ohio, capital investments
would likely qualify for timely recovery under House Bill 95.

Environmental Remediation Efforts

In the past, Indiana Gas, SIGECO, and others operated facilities for the manufacture of gas. Given the availability of
natural gas transported by pipelines, these facilities have not been operated for many years. Under currently
applicable environmental laws and regulations, those that owned or operated these facilities may now be required to
take remedial action if certain contaminants are found above the regulatory thresholds at these sites.

Indiana Gas identified the existence, location, and certain general characteristics of 26 gas manufacturing and storage
sites for which it may have some remedial responsibility. Indiana Gas completed a remedial investigation/feasibility
study (RI/FS) at one of the sites under an agreed order between Indiana Gas and the IDEM, and a Record of Decision
was issued by the IDEM in January 2000. Indiana Gas submitted the remainder of the sites to the IDEM's Voluntary
Remediation Program (VRP) and is currently conducting some level of remedial activities, including groundwater
monitoring at certain sites, where deemed appropriate, and will continue remedial activities at the sites as appropriate
and necessary.
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Indiana Gas accrued the estimated costs for further investigation, remediation, groundwater monitoring, and related
costs for the sites. While the total costs that may be incurred in connection with addressing these sites cannot be
determined at this time, Indiana Gas has recorded cumulative costs that it reasonably expects to incur totaling
approximately $23.2 million. The estimated accrued costs are limited to Indiana Gas’ share of the remediation
efforts. Indiana Gas has arrangements in place for 19 of the 26 sites with other potentially responsible parties (PRP),
which limit Indiana Gas’ costs at these 19 sites to between 28 percent and 50 percent. With respect to insurance
coverage, Indiana Gas has received approximately $20.8 million from all known insurance carriers under insurance
policies in effect when these plants were in operation.
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In October 2002, SIGECO received a formal information request letter from the IDEM regarding five manufactured
gas plants that it owned and/or operated and were not enrolled in the IDEM’s VRP. In October 2003, SIGECO filed
applications to enter four of the manufactured gas plant sites in IDEM's VRP. The remaining site is currently being
addressed in the VRP by another Indiana utility. SIGECO added those four sites into the renewal of the global
Voluntary Remediation Agreement that Indiana Gas has in place with IDEM for its manufactured gas plant sites. That
renewal was approved by the IDEM in February 2004. SIGECO was also named in a lawsuit, involving another waste
disposal site subject to potential environmental remediation efforts. With respect to that lawsuit, SIGECO settled with
the plaintiff during 2010 mitigating any future claims at this site. SIGECO has filed a declaratory judgment action
against its insurance carriers seeking a judgment finding its carriers liable under the policies for coverage of further
investigation and any necessary remediation costs that SIGECO may accrue under the VRP program and/or related to
the site subject to the recently settled lawsuit. In November the Court ruled on two motions for summary judgment,
finding for SIGECO and against certain insurers on indemnification and defense obligations in the policies at issue.

SIGECO has recorded cumulative costs that it reasonably expects to incur related to these environmental matters,
including the recent settlement discussed above, totaling approximately $16.1 million. However, the total costs that
may be incurred in connection with addressing all of these sites cannot be determined at this time. With respect to
insurance coverage, SIGECO has recorded approximately $14.1 million of expected insurance recoveries from certain
of its insurance carriers under insurance policies in effect when these sites were in operation. While negotiations are
ongoing with certain carriers, settlements have been reached with some carriers and $9.0 million in proceeds have
been received.

The costs the Company expects to incur are estimated by management using assumptions based on actual costs
incurred, the timing of expected future payments, and inflation factors, among others. While the Company’s utilities
have recorded all costs which they presently expect to incur in connection with activities at these sites, it is possible
that future events may require some level of additional remedial activities which are not presently foreseen and those
costs may not be subject to PRP or insurance recovery. As of June 30, 2011 and December 31, 2010, respectively,
approximately $5.0 million and $5.5 million of accrued, but not yet spent, costs are included in Other Liabilities
related to both the Indiana Gas and SIGECO sites.

13. Rate & Regulatory Matters

Vectren South Electric Base Rate Filing

On December 11, 2009, Vectren South filed a request with the IURC to adjust its base electric rates. The requested
increase in base rates addressed capital investments, a modified electric rate design that would facilitate a partnership
between Vectren South and customers to pursue energy efficiency and conservation, and new energy efficiency
programs to complement those currently offered for natural gas customers. On July 30, 2010, Vectren South revised
downward its increase requested through the filing of its rebuttal position to approximately $34 million. The [URC
issued an order in the case on April 27, 2011. The order provides for an approximate $28.6 million revenue increase
to recover costs associated with approximately $325 million in system upgrades that were completed in the three years
leading up to the December 20009 filing and modest increases in maintenance and operating expenses. The approved
revenue increase is based on rate base of $1,295.6 million, return on equity of 10.4 percent and an overall rate of
return of 7.29 percent. The new rates were effective May 3, 2011. The IURC, in its order, denied the Company’s
request for implementation of the decoupled rate design, which is discussed further below. Addressing issues raised
in the case concerning coal supply contracts and related costs, the IURC found that current coal contracts remain
effective and that a prospective review process of future procurement decisions will be initiated.

Coal Procurement Procedures

Vectren South recently submitted a request for proposal regarding coal purchases for a four year period beginning in
2012. After negotiations with bidders, Vectren South has reached an agreement in principle for multi-year purchases
with two suppliers, one of which is Vectren Fuels, Inc. Consistent with the [IURC direction in the electric rate order, a
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sub docket proceeding has been established to review the Company’s prospective coal procurement procedures, and the
Company expects to submit evidence related to its recent request for proposal and those coal procurement procedures
to the IURC in August 2011.

Vectren South Electric Demand Side Management Program Filing

On August 16, 2010, Vectren South filed a petition with the IURC, seeking approval of its proposed electric Demand
Side Management (DSM) Programs, recovery of the costs associated with these programs, recovery of lost margins as
a result of implementing these programs for large customers, and recovery of performance incentives linked with
specific measurement criteria on all programs. The DSM Programs proposed are consistent with a December 9, 2009
order issued by the [IURC, which, among other actions, defined long-term conservation objectives and goals of DSM
programs for all Indiana electric utilities under a consistent statewide approach. In order to meet these objectives, the
IURC order divided the DSM programs into Core and Core Plus programs. Core programs are joint programs
required to be offered by all Indiana electric utilities to all customers, including large industrial customers. Core Plus
programs are those programs not required specifically by the IURC, but defined by each utility to meet the overall
energy savings targets defined by the IURC.
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In its August 2010 filing, Vectren South proposed a three-year DSM Plan that expands its current portfolio of Core
and Core Plus DSM Programs in order to meet the energy savings goals established by the [URC. Vectren South
requested recovery of these program costs under a current tracking mechanism. In addition, Vectren South proposed a
performance incentive mechanism that is contingent upon the success of each of the DSM Programs in reducing
energy usage to the levels defined by the [IURC. This performance incentive would also be recovered in the same
tracking mechanism. Finally, the Company proposed lost margin recovery associated with the implementation of
DSM programs for large customers. All flings related to this matter have been made, and an order is expected in
2011.

The settlement currently pending also provides that impacts from energy efficiency programs associated with
residential and general service customers be deferred for future recovery. Subject to the approval of the settlement
currently before the IURC regarding large customers, the Company expects to propose a rate mechanism to recover
residential and general service customer lost margins. This mechanism would be an alternative to the electric
decoupling proposal that was denied by the IURC in the order received April 27, 2011.

Vectren North & Vectren South Gas Decoupling Extension Filing

On April 14, 2011, the Company’s Indiana based gas companies (Vectren North and Vectren South) filed with the
IURC a joint settlement agreement with the OUCC on an extension of the offering of conservation programs and the
supporting gas decoupling mechanism originally approved in December 2006. The settlement provides for new
program offerings and the extension of the current decoupling mechanism through December 2015. Program costs
will continue to be recovered through a periodic tracker mechanism. A hearing was held on June 22, 2011. An order
is anticipated sometime during 2011.

VEDO Gas Rate Design

The rate design approved by the PUCO on January 7, 2009, and initially implemented on February 22, 2009, allowed
for the phased movement toward a straight fixed variable rate design, which places substantially all of the fixed cost
recovery in the monthly customer service charge. This rate design mitigates most weather risk as well as the effects of
declining usage, similar to the company’s lost margin recovery mechanism in place in the Indiana natural gas service
territories and the mechanism in place in Ohio prior to this rate order. Since the straight fixed variable rate design was
fully implemented in February 2010, nearly 90 percent of the combined residential and commercial base rate gas
margins were recovered through the customer service charge. As a result, some margin previously recovered during
the peak delivery winter months, such as January and the first half of February 2010, is more ratably recognized
throughout the year.

In addition in 2010, the Company began recognizing a return on and of investments made to replace distribution risers
and bare steel and cast iron infrastructure per a PUCO order.

VEDO Continues the Process to Exit the Merchant Function

On August 20, 2008, the PUCO approved the results of an auction selecting qualified wholesale suppliers to provide
the gas commodity to the Company for resale to its customers at auction-determined standard pricing. This standard
pricing was comprised of the monthly NYMEX settlement price plus a fixed adder. This standard pricing, which was
effective from October 1, 2008 through March 31, 2010, was the initial step in exiting the merchant function in the
Company’s Ohio service territory. The approach eliminated the need for monthly gas cost recovery (GCR) filings and
prospective PUCO GCR audits.

The second phase of the exit process began on April 1, 2010. During this phase, the Company no longer sells natural
gas directly to customers. Rather, state-certified Competitive Retail Natural Gas Suppliers, that were successful
bidders in a similar regulatory-approved auction, sell the gas commodity to specific customers for a 12 month period
at auction-determined standard pricing. The first auction was conducted on January 12, 2010, and the auction results
were approved by the PUCO on January 13, 2010. The plan approved by the PUCO required that the Company
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conduct at least two annual auctions during this phase. As such, the Company conducted another auction on January
18, 2011 in advance of the second 12-month term which commences on April 1, 2011. The results of that auction
were approved by the PUCO on January 19, 2011. Vectren Source, the Company’s wholly owned nonutility retail gas
marketer, was a successful bidder in both auctions winning one tranche of customers in the first auction and two
tranches of customers in the second auction. Consistent with current practice, customers will continue to receive a
single bill for the commodity as well as the delivery component of natural gas service from VEDO.

The PUCO provided for an Exit Transition Cost rider, which allows the Company to recover costs associated with the
transition process. Exiting the merchant function has not had a material impact on earnings or financial condition. It,
however, has and will continue to reduce Gas utility revenues and have an equal and offsetting impact to Cost of gas
sold and revenue related taxes recorded in Taxes other than income taxes as VEDO no longer purchases gas for resale
to these customers.
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14. Fair Value Measurements

The carrying values and estimated fair values of the Company's other financial instruments follow:

June 30, 2011 December 31, 2010
Carrying Est. Fair Carrying Est. Fair
(In millions) Amount Value Amount Value
Long-term debt $1,719.7 $1,853.5 $1,715.9 $1,841.2
Short-term borrowings & notes payable 144.5 144.5 118.3 118.3
Cash & cash equivalents 14.8 14.8 10.4 10.4

For the balance sheet dates presented in these financial statements, the Company had no material assets or liabilities
recorded at fair value outstanding, and, other than the assets and liabilities acquired in the transaction described in
Note 5, no material assets or liabilities valued using Level 2 or Level 3 inputs.

Certain methods and assumptions must be used to estimate the fair value of financial instruments. The fair value of
the Company's long-term debt was estimated based on the quoted market prices for the same or similar issues or on
the current rates offered to the Company for instruments with similar characteristics. Because of the maturity dates
and variable interest rates of short-term borrowings and cash & cash equivalents, those carrying amounts approximate
fair value. Because of the inherent difficulty of estimating interest rate and other market risks, the methods used to
estimate fair value may not always be indicative of actual realizable value, and different methodologies could produce
different fair value estimates at the reporting date.

Under current regulatory treatment, call premiums on reacquisition of long-term debt are generally recovered in
customer rates over the life of the refunding issue or over a 15-year period. Accordingly, any reacquisition would not
be expected to have a material effect on the Company's results of operations.

Because of the customized nature of notes receivable investments and lack of a readily available market, it is not
practical to estimate the fair value of these financial instruments at specific dates without considerable effort and
cost. At June 30, 2011 and December 31, 2010, the fair value for these financial instruments was not estimated. The
carrying value of notes receivable, inclusive of any accrued interest and net of impairment reserves, was
approximately $11.0 million at June 30, 2011 and $10.9 million at December 31, 2010.

The fair value table in Note 18 of the financial statements in the 2010 Form 10-K excluded the estimated fair value of
a long-term debt instrument. The chart above now includes the amount and reflects an increase in the estimated fair
value of long-term debt of approximately $73.9 million. This change in the disclosed fair value of long-term debt had
no effect on the carrying value of debt included in the consolidated balance sheet.

15. Segment Reporting

The Company segregates its operations into three groups: 1) Utility Group, 2) Nonutility Group, and 3) Corporate and
Other.

The Utility Group is comprised of Vectren Utility Holdings, Inc.’s operations, which consist of the Company’s
regulated operations and other operations that provide information technology and other support services to those
regulated operations. The Company segregates its regulated operations between a Gas Utility Services operating
segment and an Electric Utility Services operating segment. The Gas Utility Services segment provides natural gas
distribution and transportation services to nearly two-thirds of Indiana and to west central Ohio. The Electric Utility
Services segment provides electric distribution services primarily to southwestern Indiana, and includes the Company’s
power generating and wholesale power operations. Regulated operations supply natural gas and/or electricity to over

37



Edgar Filing: VECTREN CORP - Form 10-Q

one million customers. In total, the Utility Group is comprised of three operating segments: Gas Utility Services,
Electric Utility Services, and Other Shared Service operations.
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Consistent with a reporting structure implemented during 2010, the Nonutility Group is comprised of five operating
segments. Prior segment disclosures reported the Nonutility Group as a single operating segment, and for comparison
purposes those prior periods are conformed to the current year presentation. The operating segments of the Nonutility
Group are Infrastructure Services, Energy Services, Coal Mining, Energy Marketing, and Other Businesses.

Corporate and Other includes unallocated corporate expenses such as advertising and charitable contributions, among
other activities, that benefit the Company’s other operating segments. Net income is the measure of profitability used
by management for all operations. The acquisition of Minnesota Limited was completed on March 31, 2011 (See
Note 5) and is included in the Infrastructure Services nonutility operating segment. Information related to the
Company’s business segments is summarized below:

Three Months Six Months
Ended June 30, Ended June 30,
(In millions) 2011 2010 2011 2010
Revenues
Utility Group
Gas Utility Services $134.0 $122.9 $490.7 $591.0
Electric Utility Services 159.3 151.0 305.7 295.9
Other Operations 10.9 11.1 21.9 22.2
Eliminations (10.4 ) (10.7 ) (20.9 ) (214 )
Total Utility Group 293.8 274.3 797.4 887.7
Nonutility Group
Infrastructure Services 94.6 65.8 141.8 101.2
Energy Services 394 36.9 63.0 61.0
Coal Mining 70.8 50.1 140.2 102.2
Energy Marketing 20.9 15.2 94.9 88.4
Total Nonutility Group 225.7 168.0 439.9 352.8
Eliminations (43.7 )  (39.9 ) (78.9 ) (97.8 )
Consolidated Revenues $475.8 $402.4 $1,158.4 $1,142.7
Profitability Measure - Net Income (Loss)
Utility Group
Gas Utility Services $2.1 $0.1 $38.3 $39.9
Electric Utility Services 13.6 14.3 22.3 26.7
Other Operations 0.6 1.8 43 5.0
Utility Group Net Income 16.3 16.2 64.9 71.6
Nonutility Group Net Income (Loss)
Infrastructure Services 2.1 2.0 (0.8 ) (1.0 )
Energy Services 0.7 1.7 (0.7 ) 14
Coal Mining 8.5 1.7 10.1 5.6
Energy Marketing (11.7 ) (8.9 ) (12.1 ) 1.3
Other Businesses 0.4 ) (4.0 ) (0.7 )y (7.0 )
Nonutility Group Net Income (Loss) (0.8 ) (7.5 ) (4.2 ) 03
Corporate & Other Group Net Income (Loss) 0.4 ) - (1.0 ) -
Consolidated Net Income $15.1 $8.7 $59.7 $71.9
21-
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16. Impact of Recent Issued Accounting Principles

In June 2011, the FASB issued new accounting guidance regarding the presentation of comprehensive income within
financial statements. The new guidance will require entities to report components of comprehensive income in either
(1) a continuous statement of comprehensive income or (2) two separate but consecutive statements. Under the
two-statement approach, the first statement would include components of net income, which is consistent with the
income statement format used today, and the second statement would include components of other comprehensive
income (OCI). The guidance does not change the items that must be reported in OCI. The new guidance is effective
for fiscal years, and interim periods within those years, beginning after December 15, 2011 and retrospective
application is required. The Company plans to early adopt this guidance for its annual reporting period ending
December 31, 2011. The adoption of this guidance will have no material impacts to the Company’s financial
statements.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS AND
FINANCIAL CONDITION

Vectren Corporation (the Company or Vectren), an Indiana corporation, is an energy holding company headquartered
in Evansville, Indiana. The Company’s wholly owned subsidiary, Vectren Utility Holdings, Inc. (Utility Holdings),
serves as the intermediate holding company for three public utilities: Indiana Gas Company, Inc. (Indiana Gas or
Vectren North), Southern Indiana Gas and Electric Company (SIGECO or Vectren South), and the Ohio

operations. Utility Holdings also has other assets that provide information technology and other services to the three
utilities. Utility Holdings’ consolidated operations are collectively referred to as the Utility Group. Both Vectren and
Utility Holdings are holding companies as defined by the Energy Policy Act of 2005 (Energy Act). Vectren was
incorporated under the laws of Indiana on June 10, 1999.

Indiana Gas provides energy delivery services to approximately 565,000 natural gas customers located in central and
southern Indiana. SIGECO provides energy delivery services to approximately 141,000 electric customers and
approximately 110,000 gas customers located near Evansville in southwestern Indiana. SIGECO also owns and
operates electric generation assets to serve its electric customers and optimizes those assets in the wholesale power
market. Indiana Gas and SIGECO generally do business as Vectren Energy Delivery of Indiana. The Ohio operations
provide energy delivery services to over 312,000 natural gas customers located near Dayton in west central Ohio. The
Ohio operations are owned as a tenancy in common by Vectren Energy Delivery of Ohio, Inc. (VEDO), a wholly
owned subsidiary of Utility Holdings (53 percent ownership), and Indiana Gas (47 percent ownership). The Ohio
operations generally do business as Vectren Energy Delivery of Ohio.

The Company, through Vectren Enterprises, Inc. (Enterprises), is involved in nonutility activities in four primary
business areas: Infrastructure Services, Energy Services, Coal Mining, and Energy Marketing. Infrastructure Services
provides underground construction and repair services. Energy Services provides performance contracting and
renewable energy services. Coal Mining mines and sells coal. Energy Marketing markets and supplies natural gas
and provides energy management services. Enterprises also has other legacy businesses that have invested in
energy-related opportunities and services, real estate, and leveraged leases, among other investments. All of the above
are collectively referred to as the Nonutility Group. Enterprises supports the Company’s regulated utilities pursuant to
service contracts by providing natural gas supply services, coal, and infrastructure services.

Executive Summary of Consolidated Results of Operations

In this discussion and analysis, the Company analyzes contributions to consolidated earnings and earnings per share
from its Utility Group and Nonutility Group separatel