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Electric Revenues

Revenues from the sale ¢ iectric energy in 1980
totaled $21,468,596, up 11.9% over 1979. Part
of the increase can be attributed to increases in
fuel and purchased power costs, and sale of
Campbell capacity and energy to Consumers
Power Company, however member cooperative
kilowatt hour sales increased 1.5% over 1979,
During 1980 member cooperatives purchased
$20,432,735 in electric energy which represented
8.5% dollar increase in their purchases over the
previous year.

During the past ten years, the number of kilowat:
hours sold to member cooperatives has almaost
doubled. In 1971 our sales to members amounted
to 273 millian kilowatt hours while in 1980 they
reached 503 million kilowatt hours, an increase
of 84%,

The trend or rising fuel and purchased power
costs continued in 1980. Application of the fuel
and purchased power adjustment charge caused
the average price per kilowatt hour to members
to reach 40.7 mills, an increase of 7% over the
1979 cost.

Cost of Electric Service

The average cost of electric service was 38.2
mills per KWH in 1979, In 1980, this cost was
40.7 mills per KWH, representing a 6.5% increase
for 1980.

The tota! cost of electric service in 1980 was
$21,683,688, an increase over 1979 of 11.5%

in cost, compared to an increase of only 1.5%

in the total number of kilowatt hours sold. 73%
of 1980 electric costs was for fuel and purchased
power, 13% for wages, materials, supplies and
14% for depreciation, taxes, interest and main-
tenance,

Wages

Gross wages 2arned in 1980 were $1,361,475,

an incres. of $118,646 over 1979 gross wages
amounting to $1,242,829, $1,196,262 of 1960
wages were charged as operating and maintenance
costs, $15£,368 capitalized and $9,845 were
charged to other accounts,

Fuel Costs

Coal purchased in 1980 for the ~dJdvance Steam
Plant totaled 132,264 tons with a total cost of
$5,973,912. The average unit cost increased from
$1.69 10 $1.78 per million BTU or 5% during

the year, The price per gallon paid fer fuel oil
was 86,00¢ at the beginning of the year and had
increased to 101.10¢ per gallon by the years end.

Purchased Power

The cost of purchased power decreased $530,728
in 1980 with the price of such power averaging
345 mills per kilovatt hours, This is an increase
of 3.4 mills per kilowatt over 1979 costs. Mest

of this increase was due to higher fuel adjust-
ment charges and base rate increases by the in-
vestor owned utilities,

The primary sources of our purchased power
was from the City of Larsing and Detroit Edison
Company. Jointly, they supplied 48% of the
cooperative’s total energy requirements,

Taxes

Tax expense in 1980 totaled $603,399, an in-
crease of 7% cver 1979, $523,491 was for pro-
perty taxes and $79,908 for employment taxes.
These taxes totaled 3% of the total cost of elec-
tric service for 1980,

Plarit Additions

Total utility plant additions in 1980, including
the Fermi 11 project amounted to $39,123,991 a
26% increase in total utility plant,

During tne year, two new substations were com-
pleted and seventeen miles of 69,000 volt line
was completed,
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J.H. Campbell Unit No. 3

CHRONOLOGY

January, 1976 — Main plant excavation started

August, 1976 — Base slab pour started (boiler and turbine building)
November, 1976 — Chimney foundation started

February, 1977 — Structural steel erection started

March, 1977 — Erection of chimney shell started

June, 1977 — Turbine pedestal completed

September, 1977 — Chimney shell completed

December, 1977 — Generator stator set in place — Boiler erector mobilized
April, 1978 — Offshore portion of circulating water system started
June, 1978 — Turbine — Generator installation started

January, 1979 — Plant heating system (auxiliary boiler) placed in service
September, 1979 — Boiler hydrostatic test completed

October, 1979 — First coal delivery

January, 1980 — First boiler fire with oil

June, 1980 — Unit synchronized

MAJOR EQUIPMENT

Steam Generator — Foster Wheeler — 6,000,000 Ib/hr.  10059F ., 2620 PS)G
Turbine Generator — General Electric — 770,000 KW
Building — Roof elevation from ground 268 feet 400 ft. x 400 ft. square at ground level
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Our Domestic Fuel Supply
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Facts About Fermi anership: Detroit Edison (80%, Co-0p's (20%

Fermi |l Key Dates

Cooperative projected completion date: July, 1983







COMPARATIVE SUMMARY OF ELECTRICAL OPERATIONS 1971 - 1980

(MILLS PER KWH)

Total Operating Revenue (1)

Operating Costs:
Py oduction Expense (2)
Transmission Expense
Other Adm. & General Expense
Depreciation & Amort.
Taxes
Interest

TOTAL OPERATING COSTS
Net Operating Margin (Loss)

{1) Member Cooperative Sales
Wholesale and Other

(2) Generated Power-Cost of Fuel
Steam Generation

Internal Combustion

Purchased Power Cost

1980

32.6
15
20
1.1
28

409
(.2)

40.7

419

223

96.8

346

1979 1978
378 340
N2 279
8 9
1.3 12
18 17
11 10
20 16
382 343
(4 (3
380 345
334 255
23 204
487 343
311 290

=)=

1977

252

14
1.5

14
310
(.6)
308
243
18.2

421

248

197¢

314

252

1.2
1.5

1.2

30.7

314
26.7

17.8
349

248

1975

234

1.0
1.5

13

28.7

289
303

16.6
348

231

1974

253

19.6

16

11

248

253
272

100
334

271

1973

183

133

18.2

183
16.8

70
234

1972

16.8

1.2
6
|

1.7
9
10

16.1

16.7
18.9

6.8
121

14.0

N

158

98
o |
%
18
1.0
11

15.1

16.0
88

6.3
144

16.0



COMPARATIVE SUMMARY OF ELECTRICAL OPERATIONS 1971 1980

ELECTRICITY GENERATED ANND PURCHASED
IN THOUSANDS OF KILOWATT HOURS 1980 1979 1978

Generated 262512 181,539 243,347
Purchased for System ?90‘22q 339‘295 267A32O
552,740 520,834 510,667

ELECTRIC SALES
IN THOUSANDS OF KiLCWAT

Member Sales 502,505 495,018 471,489
Wholesale and Other 24.929 12,317 25,274
527,434 507,335 496,763

ELECTRICAL SALES TO MEMBER COOPERATIVES

N THOUSANDS OF KILOWATT HOURS
‘ QDUSANDS N

Rural Electric Cooperative, Ass'n 128,868 117,605

jue Isle Electric Cooperative, Ine 132471 > 133,443
r t 241,166 221,041

502 505 471,489

MAXIMUM KILOWATT DEMAND
Y

DELIVERY PCINTS 101,348 99 861

AT MEMBER

ANNUAL LC <D FACTOR PERCENT
MEMBER CCOPERATIVES

LINE *.OSSES PERCENT




COMPARATIVE SUMMARY OF ELECTRICAL OPERATIONS 1971 - 1980

1977

253,491
247,675
501,166

444,757
33,229
477966

106,753
129,067
208,917

444,737
100,153

51

46

1976

281,412

192,531
473,943

438,1€9
9,297
447 466

103,185
129,266
205,718
438,169

91,472

55

56

1975

310,365
129,575

404,510
12,714
417,224

93,658
123,120
187,732
404,510

86,898

53

5.2

1974
288,730

124,186

412916

88,087
120,915
174,760
383,762

82,828

53

6.2

= .

1973

92,887
383,737

g
g

:

;

75,749

1972

294,580

i

g
g2

:

75,707
111,830
136,748
324,285

70,752

52

42

19Mm

267,608

-

-

N

72,980

;

:

78,189

63,894
98,534
110,552
272,980

63,598

49

6.1



COMPARATIVE SUMMARY OF ELECTRICAL OPERATIONS 19711980

ELECTRIC ENERGY SALES

Member Cooperatives
Wholesale and Other
TOTAL OPERATING REVENUES

OPERATING EXPENSES
Operation Expense - Generated Power
Operation Expense - Purchased Power
Operation Expense - Transmission
Cther Admin. & General Expenses
Maint. Expense - Generated Power
Maint. Expense - Transmission
Maint. Expense - General Plant
Depreciation & Ame: azation
Taxes
Interest on Long Term Debt

Less Interest charged to const

Other Interest

TOTAL COST OF ELECTRICAL SERVICE

GAIN (LOSS) IN OPERATING MARGINS
NON OPERATING MARGINS

GAIN (LOSS) IN TOTAL MARGINS

1980

20,432,735

1,035,861
21,468,596

6,679,079
10,026,172
318,865
798,775
481,349
154,139
19,848
1,035,561
603,399
13,632,796
(12,481,391)
315,096
21,583,688

———————

(115,092)
40,677

(74,422)

~18-—

1979 1978
18,817,402 16,246,253
360,142 645,356
19,177,544 16,891,609
4,697 040 5,628,937
10,556,900 7,737,500
217,381 244,001
640,810 545,867
560,963 4g5 542
89,502 174,068
27,395 41,975
899,238 850,928
564,036 499,937
9,235,453 6,822,288
(8 450,340) (6,112,280}
225,398 97,591
19,357,866 17,016,754
(180,322) (125,145)
130,237 601,148
(50,085) 476,003

1977

13,712,248
808,975
14,521,223

5,389,864
6,144,278
212151
664,000
485,663
82,687
33418
715,040
428,784
4,279,531
(3,661,306;

33,557
14,807,727

pae et
(286,504)

165,232

(121,272)




1976

13,776,658

... 247,796
14,024 453

5810529
4,768,538
185,646
497,785
596,799
137,075
23,649
672121
380,570
487,944

315,257

22,147

337,404

1975

11,697,592
384,840
12,082 432

6,344,738
2,991,890
135,636
402 046
414,952
106,131
23,674
626,985
398,910
368,757

__162,616

11,976,336

106,096

11,584

117,680

1974

9,691,622
93,271
9,784,893

3,963,109
3,369,138
118,067
323,148
269,175
164,438
16,006
607,732
369,930
339,933

75,776
9,596,452

188,441
17,2

205,704

1973

6,491,195

202,793
6,693,988

2,939,425
1,674,092
81,058
237,114
254,754
220,568
12,922
592,960
321,252
332,001

15,294

6,681,440

12,548

6,156

18,704

1972

5,431,332

123,799
5,655,131

2,757,483
713,540
73,175
224 424
230,243
106,017
20,154
568,506
312,628
331,364
{1,947)
817
5336414

218,717

5410

224,127

1971

4,358,507

46,036
4,404,543

2,144 558
456,085
80,022
190,261
126,215
102,589
12,969
511,410
288,719
313,830
(11,197)
965
4,215,426

:

189,117
1,192

190,309




MICHIGAN 47 CHEBOYGAN
NORTHERN MICHIGAN ELECTRIC COOPERATIVE, INC.
BOYNE CITY, MICHIGAN

BALANCE SHEET
ASSETS
December 31,
1980 1979
UTILITY PLANT:
Electric plant in service $33,230,136 $30815,865
Construction work in progress 155,750,020 119,040,300
Electric plant acquisition adjustment 89,988 89,988
189,070,144 149,946,153
Less accumulated depreciation and amortization 11,448,352 10,357,830
NET UTILITY PLANT 177,621,792 139,588,323
INVESTMENTS:
Investments in associated organizations 1,775,846 1,630,400
Nonutility property, net of accumulated depreciation 6,623 6,857
TOTAL INVESTMENTS 1,782,469 _ 1,827,257
CURRENT ASSETS:
Cash 110,928 116,811
Cash, restricted for construction 741889 156,222
Accounts receivable 1,96€,998 1,986,022
Materials and supplies 0,097,351 5,162,431
Prepayments 113,176 185,649
TOTAL CURRENT ASSETS 9030 342 7,597,135
DEFERRED CHARGES 180 982 97145
$188,615,585 $148,919,860

See accompanying summary of accounting policies and
notes to financial statements.



EQUITIES AND MARGINS:
Memberships
Patronage capital
Other equities

TOTAL EQUITIES AND MARGINS

LONG TERM DEBT:
Mortgage notes to:
Rural Electrification Administration
Federal Financing Bank
Breeder Reactor Corporation

TOTAL LONG TERM DEBT

CURRENT LIABILITIES:
Notes payabie to Naticnal Rural Utilities
Cooperative Finance Corporation
Accounts payabie
Accruals:
Taxes
Interest
Other

TOTAL CURRENT LIABILIT!ZS

LIABILITIES

., .

1980

$ 600
2,006,602

167,190
2,174,392

27,395,937
145,062,000

26,487
172,474 424

11,399,018
1,831,413

520,370
60,435
155,533

13,966,769
518,615,585

December 31,

1979

2,006,602
241,612

2,248,814

26,715,231
114,689,000

26,487

141,430,718

2,700 u,70
1,813,682

490,422
69,610
166,514

5,240,328
148,919,860



MICHIGAN 47 CHEBOYGAN
NORTHERN MICHIGAN ELECTRIC COOPERATIVE, INC
BOYNE CITY, MICHIGAN

STATEMENTS OF OPERATIONS

1080 1979

. » ¢ - 21 ¢ ] Kt €19.177 54
OPERATING REVENUES AND PATRONAGE CAPITAL $21,468,59€ 219 n
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MICHIGAN 47 CHEBOYGAN

NORTHERN MICHIGAN ELECTRIC COOPERATIVE, INC.

BOYNE CITY, MICHIGAN

Year ended December 31,

1979
$291,697
130,237
(180,322)
$241,612

Year ended December 31

STATEMENTS OF OTHER EQUITIES
1980
BALANCE, at beginning of year $241,612
ADD (DEBUCT):
Nonoperating margins for the year 40,670
Operating deficit for the year (115,092)
BALANCE, at end of year i167|190
STATEMENT OF PATRONAGE CAPITAL
Patronage capital consisted of: 1980
Assignable $
Assigned 2,006,602
Total 2,006,602

See accompanying summary of accounting policies and
notes to financial statements.

-29-

1979

$
2,008,602

2,006,602



MICHIGAN 47 CHEBOYGAN
NORTHERN MICHIGAN ELECTRIC COOPERATIVE, INC.
BOYNE CITY, MICHIGAN

HA

FUNDS WERE PRGVIDED BY:

Net margins (deficit) before provision for
depreciation and amortization of (1980.
$1,071,305 ;1979 - $935,879)

Advances from REA and FFB

Material returned to stock from retirements

Decrease in deferred charges

FUNDS WERE USED FOR:
E xtension and replacement of plant, net
Repayment of [ong-term debt to REA -
principal when due
Decrease in deferred ‘nterest
Increase in investments
Decrease in deferred credits
Plant removal costs
Increase in deferred charges

INCREASE IN WORKING CAPITAL

il

F

Year ended December 31,
1980 1979
996,883 § 885794
31,984,000 36,460,000
10,724 79,420
125,556
32,991,607 37,550,770
39,102,640 34,626,795
915948 799,403
24 346 24 346
145,212 216,185
12,858 6C, 755
85837
40,284,841 35,727 484
(g 7!293‘234) 3_1‘2_2_3&



MICHIGAN 47 CHEBOYGAN
NORTHERN MICHIGAN ELECTRIC COOPERATIVE, INC.
BOYNE CITY, MICHIGAN

STATEMENT OF CHANGES IN FINANCIAL POSITION

CHANGES IN WORKING CAPITAL ITEMS:
Increase (decrease) in current assets:
Cash
Cash, restricted
Accounts receivable
Materials und supplies
Prepay ments

Decrease {increase) in current liabilities:
Notes payable
Acccunts payabie
Accruals

INCREASE (DECREASE) IN WORKING CAPITAL

See accompanying surnmary of accounting policies and
notes to ‘inancial statements,

(Continued)

1979

s 5,883)
585,667

{ 19,024)
944,920

{ 72473

1,433,207

8,609,018
17,731

9692
8,726,441

($_7.293234)

Year ended De . .mber 31,

1980

$ 48174

{ 19,589)
369,276
970,178

( 57,509)

1310570

(  500,000)
(823943
1836699

$_1823286



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 1980 AND 1979

. Summary of significant policies:
System of accounts
The accounting records of the Cooperative conform to
the Uniform System of Accounts prescribed by the
Federal Energy Reguiatory Commission modified for
electric borrowers of the Rural Electrification
Administration.

Electric revenues and fuel costs
Electric revenues are recorded monthiy as of the date
meters are read and accounts are billed.

Fuel costs are charged to production expense
as fuel is consumed,

Plant additions and retirements
The cost of additions to electric plant in service rep-
resents the original cost of the contracted services,
direct labor and material, interest on construction loans
where applicable and indirect charges for engineering,
supervision and similar overnead items, Maintenance
and repairs of property, replacements and renewals of
items determined to be less than units of property are
charged to mainterance expense. For property replaced
or renewed, the original cost plus removal cost, less
salvage is charged to accumulated provision for depre-
ciation. The cost of related replacements and renew-
als is added to electric plant, Contributions in aid of
construction are credited to the applicable plant
accounts,

Depreciation
Provision has bee . made for depreciation on a straight
line basis at annual rates as follows

Franchises and consents 4.00%
Steam prod. plantcomp. rate 3.10%
Hydraulic production plant 2.00%
Other production plant 3.00- 7.00%
Trans. plant-composite rate 2.75%
Distribution plant-compaosite rate 2.88%
Power operated equipment 10.00 - 33.00%
Other general plant 2.00 - 10.00%

Investments in associated organizations
The investments in associated organizations referred to
in the financial statement were as follows:
1980 1979
Nationa! Rural Utilities Finance Corporation
Capital Term Certificates

897,035 771,362
Patronage Capital Certificates

873,980 854,207
Other 4831 4,831
TOTAL §1 75846 $1,630,400

~26-

Accounts receivable
All accounts receivable are considered by managrment
te be collectible accordingly, no provision for uncol
lectible accounts has been provided.

Materials and supplies
Operating materials and supplies are valued at average
cost.

December 31,
1960 1979
Intangibie plant $ 43,445 43,445
Steam production plant 10,396,296 16,213,020
Hydraulic prod. plant 917,012 916,643
Other power prod, plant 2,665,672 2,570,957
Transmission plant 14,114,044 12,782,771
Distribution plant 4,139,782 3.425,360
General plant 963288  __ 763669
Electric plantin
service 33,230,136 30,815,865
Construction work
in progress 156,750,020 119,040,300

Electric plant acqu-
isition adjustment

89988 89988
$189,070,144 $149,946,153

Major classes of construction work in progress at the
year and consisted of :

Electric plant

December 31,
1980 1679
Detroit Edison-Fermi I1 144,315,518 114,673,177
Consumers Power
Campbell 111 7,300,078
Other Construction 4,134,424 4,367,123
$156,760,020 8! 19,040,300

. Long term debt

Mortgage notes payable to REA are represented by
note instruments payable to the United States of
America bearing interest at the rate of 2-5%. All assets
are pledged as collateral for this debi. The notes are for
35 year periods each, and principal and interest instal!-
ments are due quarterly in amounts of approximately

$475,000 each.

It is estimated that installments of $1,900,000 payable

within the next twelve months will include $1,000,000 in

principal. The notes are scheduled to be fully repaid at
various times from October, 1984 to March, 2012. Un-
advanced loan funds of $9,261,974 are available to the
Cooperative on loan commitments from Rural Electri-
fication Administration.



On February 8, 1977, Northern Michigan Electric Co-
operative, Inc. concluded negotiations for the purchase
of 11.22 percent of the Enrico Fermi || Nuclear Energy
Generating Facility, owned by Detreit Edison Comp-
any, located in Monroe County, Michigan. Lorg-term
financing arrangements were made in 1978 with the
Federal Financing Bank through the United States
Department of Agriculture for $127,873,000. Of the
proceeds from the loan, $122,905,000 are for the En-
rico Fermi |1 and the balance being used for other plant
additions. Amounts unadvanced at December 31, 1980
were $4,593,000. The amounts are advanced from

time to time as required and at varying interest rates.
Amounits have been advanced from August 10, 1978
through December 31, 1980, maturing on August 10,
1980 through December 31, 1982, at interest rates of
8.260 percent to 14,348 percent. The cooperative has
arranged aaditional long-term financing with the Fed-
eral Financing Bank for $101,337,7 . maturing at
varying times and interest rates.

During 1972, the Board of Directors authorized the ex-
penditure of $52,973 for participation in the Liquid
Metal Reactor Demonstration Program, to be paid in
en equal annual instaliments. There were five instail-
ments remaining at December 31, 1980,

. Line of ciedit agreement
The Cooperative has established a line ot credit for
short term financing, with NRUCFC for $12,000,900.
At December 31, 1980 the amount owed NRUCFC
under such agreement is $3,500,000.

. Pension plan

Pension benefits for substantially all employees are
provided through participation in the Retirement
and Security Prograin of the National Rural Electric
Cooperative Association. Pension costs were approx-

imately $79,500 in 1979 and $87,800 in 1980.

6. Patronage capital and other equities
Patronage capital consisted of:

December 31,

1980 1979
Assignable @ =000 e - R,
Assigred 2,006,602 2,006,602
TOTAL 2,006,602 2,006,602

Other Equities (Deficit)

Other equities (deficit) by class consist of:

December 31,
1980 1979
Nonoperating margins,
net 173,088 247 510
Capital gains (losses),
incurred prior to 1979 (5,898) _5898)

TOTAL

SIGLI0  S281812

7. On August 15, 1980, the Cooperative agreed to pur-
chase 1.26% ownership or approximately 10 mega-
watts in Consumers Power James H. Camptell 11
generating plant. After the plant began generation,
the Cooperative realized electrica! power sales during
the year of $629,683 or approximately 2.83% of
their total power sales. The tocal sales to nonmembers
were $1,035,860 or approximately 4.83% of
tota! power sales.

~27-



“[H Breadon & Holly. PC.

CERTIFIED PUBLIC ACCOUNTANTS

February 20, 1981

Board of Directors
Northern Michigan Electric Cooperative, Inc.
Boyne City, Michigan

We have examined the halance sheets of Northern Michigan Electric
Cooperative, Inc, as of December 31, 1980 and 1979, and the related
statements of operations, other equities, aad chauges in financial
position for the years then ended. Our examination was made in
accordance with generally accepted auditing standards and, accordingly,
included s:':h tests of the accounting records and such other auditing
procedures as we considired necessary in the circumstances.

In our opinion, tne financial statements mentiocned above present
fairly the financial position of Northern Michigan Electric Cooperative,
Inc. at December 31, 1980 and 1979, and the results of operations and
changes in its financial positicn for the years then ended, in conformity
with generally accepted accounting principles applied on a consistent basis.

Mé@,/&

DONALD R BREADON, CP A
DENNIS L. HOLLY. CP A 153% EAST FRONT @ TRAVERSE CITY, MICHIGAN 49684 @ TELEPHONE: (616) 946-8930
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Wolverine's Claude Van Dyke Generating Plant,
nean Buwnips, Michigan. This plant includes
several diesel generators and a 23,000 kilowatt
combined-cycle gas turbane.

Wolverine's Martinyg lake Distribution Substation,
near Barrytor, Michigan. This substation supplies
Tai-County Electrnic Cooperative at 12,470 volts
grom a 69,000 volt thansmission Line, and has a

capacity of 3750 RVA.

Wolvernine's 138,000 volt thansmission €ine between
LeRoy and South Boardman. This transmission Line
presently operates at 69,000 volts, and intern-
connects Wolverine with Noathenn Michigan Electric
Cooperctive.
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BURNIPS PLANT

Henry Kaumeyer, Chief Operator
Hubert Niemchick

John L. Wilson

Robert Force

Maurice McBride

Bert J. Wiersma

Glen Robinson

Kenneth Slagter

Michael Chase

Blaine St. Peter

HERSEY PLANT

Delbert Roggow, Chief Operator
Elwood Mitchell

Richard F. Brissette

Edwin K. Kersey

Gary L. Jaques

Willis Zimmerman

Kenneth Roggow

John Oehrli

Keith Tissue

PORTLAND PLANT

Eugene Snitgen

*

PERSONNEL
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SCOTTVILLE PLANT

Terry Kuiper, Chief Operator
Gary D. Rogers

C. G. Luce

Thomas Story

Michael Terryn

VESTABURG PLANT

Richard Bigelow, Chief Operator
Jack R. Thompson

Richard Modrow

Michael Bigelow

Richard Bradley

DISPATCH OFFICE

Neil Anderson
Jerry Taber
Rex Thompson
Earl D. Jacobs
Jeffrey Arnold

RIGHT-OF-WAY-DEPARTMENT

Pete Ratcliffe
Merel Peterson
Glen Merrill
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0 & A ELECTRIC TRI-COUNTY ELECTRIC

Newaygo, Michigan Portland, Michigan
Kenneth Bumstead, Manager Vernor Smith, Manager

Carl Johnson James Clarke

Leon Ford Wayne Swiler

Pete Boss Carl Morton

Burton Scott Keith Sackett

Constance Dukes Peter Ondrus

Don Marsh Willard Haenke

Carl Fortelka William Chapin

Louis Ghent
George Telsma, Jr.

WESTERN MICHIGAN ELECTRIC OCEANA ELECTRIC
Scottville, Michigan Hart, Michigan
Frank Anderson, Manager Robert Frederiksen, Manager
Donald Harmon Clare Shull
Robert Hasenbank J. Kenneth Fairchild
John Tyndall Philip L. Paine
Merel Wood Clyde Ackley
Harold Hansen Mary C. Hawley
Robert Thurow Mathew Kokx

Gordon L. Lohman



PRESIDENT?"®S MESSAGE

It is with pleasure that T welcome you to Wolverine's Annual Meeting, and

share with you, throughout this report some of the activiti:s this past year.

The vear 1980 was a vear of many problems. Inflation increased our operating
costs, fuel costs esculated, increased regulatory restrictions and environmental
impacts of line construction all contributed to a change in the previous trends
in the cost of electricity. The availability of the energy and the costs of
that energy to our customers depends on the policies followed by our national

government, state and local jurisdiction.

This past year we closed out our contract with Clifton Engineering Company
in the amount of $444,660.60 for the Burnips to Wavland line. We took bids
for the construction of adding one circuit breaker in the 69kV switching
station for the Hersey, Tustin and Hartwick line. The low hid was submitted

by Newark Electronics in the amount of $117,425.00.

We a2lso took bids for the right-of-way clearing on the Bass Lake to Wolf Lake
line as well as the transmission line construction. Nelson Tree Service was
the successful bidder for the right-of-way clearing in the amount of $55,768.00
and Clifton Engineering Companv was the low bidder for the Bass Lake to Wolf

Lake transmission line in the amount of $242,881. 138,

Due to the three mile incident and the N.R.C "¢

P new requirements, it was
necessary to make a design change in Fermi IT which in part delayed the

start up time. It was necessary for us to increase our share of the budget

in the amount of $§79,226,000.



We obtained ownership of 5 megawatts in Campbell ITT which went into commercial

operation in September, 1980.

We greatly appreciate the splendid cooperation and assistance from the
managers of our distribution members and their employees, as well as the

emplovees of Wolverine.

D tlliar L Kzt ntie

Willard Haenkz, President



MANAGER'S REPORT

This will mark the 31st Anniversary of vour Cooperative. I am sure all of

you are aware of the drastic changes during these thirty one years.

This past year we made some changes in several o »Hur departments. S. Donald
King retired from the cooperative in April, 1980. Robert Griv © s promoted

to Superintendent of Transmission and William Zuidema was promoted to substation
technician. Harley Jaques was added to our line department. Due to the
increased work load in the accounting department it was necessary to add

another person. Roselyn Hopper was promoted from her secretarial position

to assist in the accounting department and Beverly Adams was hired as our

new secretarv.

During the last several years we have been investigating the feasibility

of alternate energy sources, one alternate being the use of 'Waste Wood".
This project was throughly investigated and as of September, 1980 we
decided we should not pursue this project any further due to the resistance

of fire wood users and the increasing costs of the project.

We are pursuing another alternate source of energy which is the Lead Acid
Battery Storage Plant, which will be capable of being charged during off

peak hours and will assist our system during the peaking hours "off peak

hours are the lowest product or purchase power cost on peak is the highest
cost", therefore, this could be a great advantage to the overall cost of energy

delivered to the svstem.



Construction and double digit inflation during the past several years has
created a tremendous burden in attempting to stabilize wholesale power costs.
It was necessary to apply for a general rate increase which was granted to us
by the Michigan Public Service Commission effective “-~tober 1, 1980. The rate
increase amo-...'.:d to approximately 9%. With the increased price of fuel oil
and natural gas prices, we have found it was more feasible to increase the
amount of purchase power from our various sources rather than to generate it

from our own existing facilities.

This past year we completed all the right-of-way procurement for the Hastings
to Vermontville line which is approximately 22 miles long. Right-of-way for
approximateiy (welve miles of line for the Bass Lake to Wolf Lake was completed
and as of this date the Ludington to Lake County 171e is about 95% completed.
Aporoximately 99% of the right-of-way procurement nas been procured for the

Howard City to Pierson line.

Our future plans are to convert the following substations from 44 kV to 69 kV.

Chester 3,750 Crawford 5,000
Eaton Rapids 3,750 Grand Ledge 2,000
Hartwick 5,000 Hastings 3,750
Odessa 1,750 Otsego 2,500
Tustin 3,750 Vermontville 2,000
wWayland 3,750 Wolf Lake 2,500
White Clowd 5,000
The Merger committee met throughout the year and while some progress has been
made, there are still many details to be worked out,

In closing | would like to thank each and every one for their continued support.

ohn N. Keen, Manager
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ENERGY SALES TO MEMBERS
TRI-COUNTY ELECTRIC COOPERATIVE 0 & A FLECTRIC COOPERATIVE
1970 1980 1970 1980
Altona 8,958,600 15,901,200 l1lendale 3,439,800 7,441,200
Chester 7,627,500 6,315,300 Baldwin 6,955,200 12,391,200
Crawford 1,656,000 11,172,600 Brohman 4,597,200 8,785,800
Eaton Rapids 6,091,500 7,340,300 Burnips 3,642,000 7,128,000
Fowler 8,340,000 4,064,400 Casnovia 6,138,000 13,615,400
Hersev 4,858,800 2,922,000 Hartwick 9,574,200 17,309,200
Morlev 2,542,500 3,273,600 Herseyv 7 697,500 7,787,500
Odessa 6,508,000 8,553,000 Lincoln .,019,500 7,878,600
Pierson 4,065,600 6,419,600 Morlev 4,404,000 9,226,800
Portland 5,663,300 6,887,500 Pierson 3,735,800 6,689,400
Vestaburg 11,572,200 14,146,200 Tustin 3,210,000 5,663,100
Weidman 11,854,000 13,696,000 Wayland 11,397,600 6,402,400
Westphalia 8,661,600 10,335,600 White Cloud 6,511,500 13,156,500
*Greenbush 6,087,600 *Hastings 7,293,600
*Martiny 6,883,200 *Otsego 3,932,000
*Plains Road 4,669,200 *Paris 4,927,200
*Vermontville 3,465,600 *Middleville . 3,614,400
*Stevenson 7,032,600 74,322,300 143,242,300
*Grand Ledge 6,172,200
*Lebanon N 3,443,400
88,399,600 148,781,100 GCEANA ELECTRIC COOPERATIVE
1970 1980
WESTERN MICHIGAN ELECTRIC COOPERATIVE
Hart 7,836,000 7,247,200
1970 1980 Rodgers 6,780,600 9,812,600
Shelby 6,420,600 8,517,600
Bass Lake 3,758,400 8,760,600 Silver Lake 6,235,200 10,512,000
Eden 3,424,800 6,505,200 Walkerville 8,469,600 10,742,400
Fountain ?.317,400 7,601,400 *Hesperia 6,084,000
Scottville 5,454,900 6,894,900 *Weare 3,983,400
Star Lake 3,825,000 6,510,200 35,742,000 56,899,200
Victory 6,156,000 8,897,400
25,936,500 45,169,700
Total KWH sold to members in 1980 394,092,300
Total KWH sold to members in 1970 224,400,400

* New substations since 1970 Differcnce

169,691,900






COOPERS & LYBRAND

ERTU D it o8 ACCORINTANTS

A MEMBER FiRM OF

COOPERS & LYBRAND (INTERNATIONAL)

Board of Directors

Wolverine Electric Cooperative,
Incorporatad

Big Rapids, Michigan

We nave examined the balance sheets of Wolverine
Electric Cooperative, Incorporated as of December 31, 1980 and
1379, and the related sctatements »f revenue and expense,
patronage capital and other equities (deficit), and changes in
financial positicn for the years then ended. Our examinations
were made in accordancs with generally accepted auditing stand-
ards and, accordingly, included such tests of the accounting
records and such other auditing procedures as we considered
necessary in the circumstances.

As shown in the financial statements, the Cooperative
incurred a net margins deficit of 1707,850 during the year ended
December 31, 1380, and as of that date, the Cooperative's current
liabilities exceeded its current assets by 16,428,552 and its
total liabilities axceeded its total assets by $1,529,006.
These factors, and the imminent maturity of debt as described in
Notes D and E to the financial statements, indicate that the
Cooperative may te unable to continue in existence. The flnancial
statements do not include any adjustments relating to the
recoverability and classification of recorded asset amounts or
the amounts and classification of liabilities that might be
necessary should the Cooperative te unable to continue in
existence.

In our opinion, subject to the effects on the 1980
financial statements of such adjustments, if any, as might have
been required had the outcome of the uncertainty about the
recoverability and clascsification of recorded asset amounts and

ctr e

the amounts and classification of liabilities referred to in the
rreceding paragrapn teen known, the financial statements referred
to avove present fairly the financial position of Wolverine
Electric Cooperative, lncorporated as of December 31, 1980 and
1972, and the rezult: of its operations and the changes in 1ts
financial position for the years then ended, in conformity with
generally =accepted accounting principles applied on a

consiztant tasis.
Y
Qbﬁ%&a» ¢ v
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MICHIGAN 46, NEWAYGO

WOLVERINE ELECTRIC COOPERATIVE, INCORPORATED

BALANCE SHEETS, as of December 31, 1980 and 1979

ASSETS AND DEFEFRED DEBITS

Utility plant, at cost (notes A, B, D and
H):

Electric plant i service

Construction work in progress (Note G)

Electric plant acquisition adjustments

Less, Accumulated provision for
depreciation and amortization
(Notes A and C)

Utility plant (net)

Other property and investments, at cost:
Investments in associated
organizations (Note F)
Other investments, at cost, which
approximates market value
Notes receivable

Current assets:
Cash, general
Cash, REA construction fund
Accounts and interest receivable
Materials and supplies (Note A)
Prepayments

Deferred debits (Note A)

Total assets and deferred
deblits

1980 1979

$ 31,253,281 §$ 31, 042 ,463
119,202,428 91,261,3"

378,741 378701
150,834,450 122,682,601
12,620,157 12,118,029
_138,214,293 _110,564,572
1,527,463 1,395,301
205, u27 165,256
1,768,580 1,57412u7
151,341 780,935
28J,u28 178,533
3 277,160 2,715,389
2,072,407 1,559,913
153,u91 110,462
5,937,82 5,345,232

688,060 -

£1a65608!76o

The accompanying notes are a part of the financial statem

lda

ill?EMBU!OEI

ments.



EQUITIES, LIABILITIES AND DEFERRED CREDITS
Equities:

Memberships

Patronage capital

Other equities (deficit)

Long-term debtt:
REA mortgage notes (Note D)
Federal Financing Eank notes
(Note E)

Current liabilities:
Note payable, CFC, 14-1/4%,
unsecured
Accounts payable
Taxes and wages payable
Accrued vacation and sick leave
Acecrued interest

Dererred credits

liatilities
credits

Total equities,
and deferred

14b

1980 1979
3 400 § 400
503,768 503,768
(2,033,174) (1,325,314)
(1,529,006) (821,146)
21,780,293 21,343,717
113,788,000 90,270,000
135,568,293 111,613,717
8,309,430 2,168,065
3,098,658 3,576,183
593,90 462,307
311,98 275,744
52,388 49,977
12,366,379 6,532,276
203,094 159,204
$146,608,760 $117,484,051




STATEMENTS OF REVENUE AND EXPENSE

for the years ended December 31, 1980 and 1979

1980
Percent of
Amount Revenue
Operating reverves $18,054,571 100.0
Operating expenses:
Other power generation:
Operation 7,064,634 39.1
Maintenance 232,134 s WG
Other power supply:
Purchased power 7,567,700 L1.9
Transmission expense:
Operation 212,072 1.2
Maintenance 106,444 .6
Distribution expense:
Operation 44,129 o
Maintenance 32,498 .
Administrative and general:
Operation 682,974 3.8
Maintenance 3,249 -
Depreciation and amortization
(Note C) 903,292 5.0
Taxes 627,412 3.5
Interest on long-term debt 667,184 3. ¢
Other interest charges 680,224 3.8
Total operating expenses
and interest 18,823,946 104.3
Operating margins (deficit) (769,375) (4.3)

Non-operating margins:
Interest revenues 20,565 .2
Settlement of litigation (Note I) - -

Non-operating mergins 30,565 2
apital credits, CFC 30,950 2

= |
Qo
o)
O

|

(3,9)

<

The accompanying notes are a part of the financlal statements,










STATEMENTS OF CHANGES IN FINANCIAL POSITICN
for the years ended December 31, 1980 and 1972

Source and Application of Working Capital

1980 1979
Funds were provided by:
From operations:
Net margins (deficit) 5§ (707,860) i 200,783
Add (deduct), Items not requiring
working capital:
Depreciation and amortization (Note C° 948,423 835,753
Deferred compensation 43,890 31,580
Increase in CFC patronage capital credits (30,950) (91,682)
Total from operations 253,303 976,434
Advances from Federal Financing ERank 23,518,000 25,533,000
Advrances from REA ¢,k02 000 1,172,000
Decrease in restricted funds - 1,000
Total source 25,003,303 27,082,434
Funds were used for:
Extension and replacement of plant 8,564,144 26,730,860
Principal payments on long-term debt when due 83& 517 820 go4
Increase in other investments h0,¢7l 35, 30h
Decrease in deferred interest 20,507 20,507
Increase in deferred debits 122, JL8o -
Increase in notes receivable 22,000 -
Purchase of CFC capital term
certificates and other investments 101,212 98,923
Total use 30,305,411 27,706,398
Net decrease in working capital (5 241,508) (23,964)
Working capital (deficit), beginning of year 187,044) (1,163,080)
Working capital (deficit), end of year ifo!h28!22 2) €(13187!0hu)
Changes in Composition of Working Capital

‘ 1980 _1_9.7_9

| Increase (Decrease)

- Current assets: B y
Cash, general b (629,594) & guSO,S&l)
Cash, REA construction fund 10k ,895 (133,945)
Accounts receivable 501,771 +43,311
Materials and supplies 512,494 251,454
Prepayments 43,029 52,504

Increase in current assets 92,59 157,143
 Current liabilities: LRy .
Note payable, CFC 141,305 435,507
Accounts payable 47T 3525 585,979
Taxes and wages payable 131,602 51,760
Accrued vacation and sick leave 36,250 25,089

‘ Accrued interest 2,411 3,786

| Increase in current liabilities 5,834,103 181,107

! Decrease in working capital b(5,241,508) & (23,964)

| The accompanying notes are a part of the financial ztatements.
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NOTES TO FTWJANCIAL STATEMENTS
for the years ende’ December 31, 1980 and 1379

Note A: ACCOUNTING POLICIES.

The following is a summary of the accounting policies
adopted by the Cooperative which have a significant
effect on the financial statements. The policies
conform to generally accepted acccunting principles
and have been consistently applied.

Depreciation and Amortization of Utility Plant -
Provision for depreciation and amortization
is computed using the straight-line method.

Inventory Valuation - Materials and supplles
are stated at average unit cost, which is
not in excess of market.

Construction Period Interest - The cost of
construction work in progress includes the
actual cost of funds borrowed to finance the
construction of the Fermi #2 Nuclear Power
Plant and the Campbell #32 Fossil Fuel Power
Plant. The Cooperative incurred ‘otal interest
costs of $11,243,420 and $7,606,885, of which
$9,896,012 and $6.665,456 was capitalized
during the years .ded December 31, 1980 and
1979, respectively, for the two plants as follows:

1380 1979

Fermi #2 Nuclear Power Plant 30,875,921 $6,565,456
Campbell #3 Fossil Fuel
Power Plant 20,091 -

$9,896,012 $6,665,456

Federal Income Taxes - The Cooperative is exempt from
federal income taxes under Sectinn 501(c)(12) of
the Internal Revenue Code. Therefore, no provision
for federal income tax has been made.

Deferred Debits - The deferred debit:z represent
contributions in aid of construction for a gasline
built to supply the Hersey generation plant and
preliminary research costs incurred on a wood chip
burning generation plant. Management has concluded
that they will not construct the generation plant.
The contribution in aid of construction is beling
amortized over 36 months and the research costs over
46 months. The following is & summary of deferred
debits at December 31, 1980, and amor:tized costs
for the year then ended:

Deferred Debits Amortization
Contribution in aid
of construction fols, oLl $1L,400
Research costs L3 416 20,000
Totals $688,06 §1& LOO



NOTES TO TINANCIAL STATEMENTS, Continued
for the years ended December 321, 1980 and 1979

Note B: UTILITY PLANT.

The electric plant in service consists of the following:

1980 1972
Intangible plant $ 18,455 $ 18,455
Production plant 12,279,066 12,435, 1611
Transmission plant 15,259,371 14 887,985
Distribution plant 3,251,130 3, 222,7&6
General plant 445,259 477,666

§§1!22§!281 §§1!ou2!u6§

Note C: DEPRECIATION AND AMORTIZATION.

Depreciation and amortization were charged as follows:

1980 1979
Charged tr. operations )
as an exlpense $003,292 $825,454
Charged to clearing
accounts 45,531 9,299

Total depreciation

and amortization $948,823 28?2!72§

Note D: LONG-TERM DEBT - REA MORTGAGE NOTES.

| Long-term debt consists of 35-year Rural Electrification

| Adminis‘ration notes bearing interest at 24 and 5% per
anrnum. The notes are payable in equal installments plus

| surrent intesrest to the year 2013. The current repayment

| requirements arproximate an $340,000 payment on nrincipal

| and ieferre‘ int oros‘ and £0~J,3-O for current interes
Advance nayments of $12,120 are available to meet these
requirements. Utilitj plan: in the amount of $30,789,567

3 pledged 25 collateral on the long-term debt.

‘.J






Note F':

Note G:

NOTES TO FINANCIAL STATEMENTS, Continued

for the years ended December 31, 1980 and 197:

INVESTMENTS IN ASSOCIATED ORGANIZATIONS.

The investments in associated organizations consist of the

following:
1980 1979
National Rural Utilitiles
Cooperative Financing
Corporation:
Capital term
certificates (CFC) $ 789,774 & 688,567
Patronage capital credits 734,816 703,866
Other investments 2,873 2,868

§1!227!h6; §1!§22!§01

The Cooperative has subscribed to Cooperative Financing

Corporation (CFC) capital term certificates for which a
payment of $116,000 is due in 1981. Subscriptlons to CFC
capital term certificates are required to obtain long-term

inancing from CFC in the future. Cost o1 certificates
approximate market value.

CONTRACTUAL OBLIGATION.

On February 8, 1977 the Cooperative entered into an agreement

with the Detroit Edison Company to participate in 8.78% of
the construction costs and operations of Enrico Fermi
Nuclear Unit No. 2. The Cooperative's share of the
construction costs to date are approximately $113,875,000.
The Cooperative's share of the remaining costs to complete
construction are estimated at $75,000,000 by Cooperative
management. The unit is tentatively scheduled to be
operational in 1984,

The Cocperative has a binding agreement with Detroit Edison

Company in which Detroit Edison 1is obligated to purchase
the excesz energy generated related to the Cooperative's
portion of Ferml No. 2. The Cocperative feels these
reverues will be sufficient to offset the effect of the
additional interest and depreciation costs recognized.

21



NCTES TC FINANCIAL STATEMENTS, Concluded

for the years ended December 31, 1580 and 1979

Note H: JOINT VENTURE IN CAMPBELL #3 POWER PLANT.

&)

On August 15, 1280, the Cooperative entered into a joint
venture with Consumers Power Company for the ownership
and operation of the Campbell #3 Fossil Fuel Power Plant.
The Cooperative has invested approximately $3,660,000 in
the plant which represents 0.63% ownership. The invest-
ment is included in Construction work in progress at
December 31, 1980, and will be transferred to Elezctric
plant in service upon approval and funding by the Rural
Electrification Administration. Each participant provides
its own financing for the project. The Cooperative's
share of direct expenses are included in the statement
of revenue and expense at December 31, 1980.

Note I: SETTLEMENT OF LITIGATIOCN.

The Cooperative received its share of a suit taken to the
Justice Derartment and the Nuclear Regulatory Commission,
and settled out of court with Consumers Power Company in
relation to the Cooperative's desire to purchase a portion
of the Midland Nuclear Power Plants No.'s 1 and 2. The
total revenue recognized during the year ended December 31,
1979, was determined as follows:

Cooperative's share of settlement $248,507
Less, Legal and engineering
costs incurred relating to
the case during the year
ended December 31, 1979 31,180
llet revenue from settlement $217,327
Note J: RESTATEMENT OF EQUITIES.
Patronage Capital and Other Equities as disclosed in the
equities section of the balance sheet at December 31, 1979,

ectio
nave bteen restated to conform with the Cooperative's
Rural Flectrification Administration requirements.
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To Our Fellow Shareholders

I'he vear 1980 was an period of significant a
the face of serious challer mnagement s ability
combination of ; M0 i ’u:unhloin\

Ih! recession SO
near depression levels in terms of its impact on autor
turers. their supphiers, the Detroit community and the
resulting substantially lower Kilowatthour sales. down
when combined with continuing double-digit inflation
interest rates. represented a serious problem toi the (
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discussed later in this report. The elimination of this $4 billion

commitment frum our capital expenditure program allows us to

concentrate our efforts and resources on the completion of the |

Fermi No. 2 nuclear unit and the two coal-fired Belle River units. ‘

* Our research and development program is directed to discovering

new ways to conserve energy and to use it wisely and to finding ‘

new ways in which electricity can become the accepted form of |

energy through such promising devices as the electric heat pump |
and electric car. In light of the electric car’s potential and concen-

tration of automobile manufacturing in Detroit, Detroit Edison is

taking an active role in encouraging its developmen?, as discussed

later in this report.

* An extensive power plant maintenance program s continuing, with
a goal of increasing both efficiency and availability of our generating |
equipment. This enables us to generate the maximum amount of
electricity through the use of lower cost coal-fired equipment
which benefits the customer through lower energy costs and
benefits the Company through v gher =~ coues provided by the
MPSC under its power plant sysiem availability incentive provision.

* As part of our continuing effort to find new, more efficierit ways to
improve operations and customer service, a comnuterized materials
management system was placed in & <ce in 1980, with full
operation scheduled for 1981, Through cae computer data base,
this new system will control the requisitioning, purchase, delivery,
invoicing and payvment of 350,000 transactions processed each year.

Despite the adverse effects of the current recession on the economy

of our service area, major new industrial and commercial develop-
ments, including three significant auto industry expansions, are
continuing. General Motors has announced plans to build two new
automobile assembly plants, one in a redevelopment area of Detroit
and adjoining Hamtramck for the Cadillac Motor Division and another
in Orion Tovnship for the Pontiac Motor Division. The third major
addition is a new assembly plant by Volkswagen in Sterling Heights,
resulting from the conversion of an idle Federal government facility.
Developments such as these will help improve the economy of our
service area and will add to our future sales of electricity.

These are only a few of the many programs and developments cur-
rently under way. With the support and ~ooperation of a dedicated and
productive work force of about 10800 emploves, we will continue to
find new and better ways to meet future challenges. We remain
committed to meeting our obligation to our shareholders and custom-
ers and to assuring an adequate and reliable supply of electricity for
Southeastern Michigan.

il Sincerely,
| A & A X .
(et oSl ) %/3&%

Walter J. McCarthy. Jr William G Meese
President Chairman of the Board
and and

Chief Operating Officer "f;( Chief Executive Officer

Emesi L. Grove Jr

Vice Chairman of the Board
and

Chief Financial Officer

The accompanving report was prepared and submitted by order of the Board of Directors




HRevenues Increase as
Sales Decline

Revenues at New High

Revenues for 1980 reached a nw
record level of more than $1.8 billion
an increase of $114 million, or 6.7
over 1979 With kilowatthour sales
down for the vear. this inciease was
made possible by higher rates author
ized by the Michigan Public Service
Comr 'ssion and by the recovery of
increased fuel costs through the fuel
and purchased power clauses in the
Company's rate schedule

Kilowatthour Sales Sharply Lower
I'he severe recession, which began in
our service area in mid-1979, con
tinued to depress sales of electricity
lotal sales of 34 2 billion kilowait
under the 36.9 billion
I'his is the

hours were 72
kilowatthours sold in 1979
second consecutive vear sales decreas
ed. with 1979 sales 0.7% below 1978
Residential sales of 104 billion

kilowatthours were 12% highier than
1979
positive effect of a somewhat warmer

I'his small increase reflected the

summer than 1979 and sales to new
customers added in 1980 The
number of kilowatthours used per
average customer was almost the
same as 1979, mainly as a result of
continued conservation efforts by our
customers. The average residential
customer used 6,408 kilowatthours
during the yvear. an increase of six
kilowatthours over 1979

Commercial sales were slightly
higher in 1980, with sales of 6.3 billion
kilowatthours showing an increase of
0.2% over 1979. Commercial sales have
increased for each of the past six
vears, reflecting the effect of new or
expanded office bu laiags and retail
businesses. The on v vear in which
sales to these cust: mers declined was
during 1974 following the OPEC oil
embargo and the resulting energy
conservation and recession

I'he greatest impact from the
current recession has been on the in
dustrial class. with sales of 15.5 billion
kilowatthours, down 13.9% from 1979
Lower sales volumes were especially

evident in the automotive and steel

industries. with decreases from last
vear of 201% and 171 respet
tively. Although decreases during the
last several months of the vear have
moderated somewhat, recovery by
these industries still continues to be
relatively slow. While customer
acceptance of the new lines of
smaller, higher gas mileage cars
seems to be generally good. extremely
high interest rates continue to deter
people from financing the purchase of
new automobiles. As pointed out in
another part of this report, each of
the major manufacturers now
produces a significant portion of
these new, smaller cars in Detroit
Edison's service area. Recovery of the
industry is extremely important to us
and, indeed. to the whole State of

Michigan and the Nation

Earnings Per Share Decline
Although earnings for common stock
reached a new record of $137.5 mil
lion, up 3.7% over 1979 earnings pei
share were lower during 1980 because
of the greater number of shares
outstanding. On a per share basis
earnings for the year were $1.75. down
7 9% from the $1 90 earned in 1979

I'he average number of common
shares in 1980 was 788 million, an
increase of 89 million shares over
1979 This increase resulted from the
two public sales of common stock
shares sold through the Dividend
Reinvestment and Comnmmon Share
Purchase Plan and shares issued as a
result of the continuing conversion of
the 52% Convertible Preferred Stock
into common shares

Dividend Level Unchanged

'he Company paid its 287th consecu
tive quarterly dividend on January 15
1981. Because of the effect of the re
cession, the common stock dividend
for 1980 was held at the $1.60 rate es
tablished in 1979. The combination of
continuing double-digit inflation, sub
stantially lower kilowatthour sales
and more shares outstanding have
been very difficult to overcome even
with large rate increases. We are
aware of the need to increase
earnings levels to support regular
dividend increases, in order to provide
returns sufficient to offset the effect of
inflation on the incom~ received by
our shareholders and to continue to
attract investors to our Company

Expenses Tightly Controlled
Operation and maintenance expenses
have been held as low as possible

through an extensive and continuing

cost control program. In spite of infla

tion, total operation and maintenance
expenses were held to $1.2 billion, an
increase of only 5.5% over 1979
Operation and maintenance expenses
excluding fuel and purchased power
increased 7.3% during the vear

Despite lower kilowatthour sales
the total cost of fuel and purchased
power increased during the vear
because of higher unit fuel prices
Expressed in terms of heat value per
unit of energy. the cost of all fuels
rose from 163 4¢ per million Btu in
1979 to 178.3¢ in 1980, an increase of
91 Fortunately. the cost of fuel
reflected in our customers’ bills is in
fluenced by the type of fuel used. In
1980 over 90% of our kilowatthour
generation was met with coal-fired
units, the highest ratio in many vears
Wwith the cost of coal less than half
that of oil, the benefits to our cus
tomers are substantial

Maintenance expenses for the vear
were $133.3 million, an increase ot
$4 7 million, or 36%, over 1979. The
largest part of this increase was
associated with power plant mainte
nance
continued to be verv good, averaging
84 48% for 1980
than the record level of 86 .01

Power plant availability
nly slightly lower

achieved in 1979 Our plants continue
to be maintained in good condition
Total Taxes Decline

Since Income for tax purposes was

lower in 1980, income taxes were also
lower. As a result, total taxes charged
{ $152 10N Wert

to operations
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re sold throughout the vear
rough the Dividend Reinvestment
«d Common Share Purchase Plan.
'wo unsecured financings were also
ompleted in 1980, $50 million with
o New York banks in January and
he $800 million Belle River Project
inancing in May. In 1980 $2127 was
wed unde- the Belle River
ject Financing

980 Finrncing

Cost to
vpe of Security Gros Company
d Amount After

Millions)  Expenses

January $ 50 13.0%
July 100 12 8%
‘nsecured Term Notes

Januan 50 11%
May-December 2127*

'ollution Control Bonds

Auguist 401 10.0%
rferred Stock

May 40 1317
December 25 136%
‘ommon Stock

May (4.000.000 shares) 525
December (2,250 000

shares 25
Dividend Reinvestment
2933756 shar es 351
Total e SROOS =
Bomrowirnes . der the Belle River Projec,

Financing

Million Belle River Project
necing Completed
n May, an agreement was reached
dith a group of 29 US. and foreign
nks to finance the cost of Belle
ver Unit No. 1 and those facilities
sed in common with Belle River Unit
vo. 2. This financing, unique because
f its innovative design and magni-
de, is the largest project financing
{ this type arranged for an investor-
wned electric utility. The group of
anks is led by Citibank, NA. and
rclays Bank International Limited,
th Citibank acting as agent for
he banks.
The initial borrowing under the
redit agreement was made upon
ompletion of the arrangement on
fay 13, 1980. This drawdown of $99.5
illion represented the project ex-
nditures which had been made to
ate, including capitalized interest
ubsequent drawdowns took place on
monthly basis in 1980 and future
rawdowns will take place through-
ut the unit's construction period
otal borrowing unde v the agreement
s limited to $800 million, mcluding
he interest and commitivent fee
hich will be capitalized and fi-
anced as part of the borrowing
nterest on the loan is based on a
oating rate tied to the prime rate

with the commitment fee pavable on
the vnused portion of the borrowing
Repayment of the loans will begin
no later than January 1, 1985, with
quarterly payments of $50 million.
The Company also has the option to
be gin repayvment at an earlier date.
*vith no penalty for early repayvment.
I'he financing was designed to pro-
vide an assured source of funds for
the project during the construc-
tion period, when large sums of
money, which must be financed from
conventional market funds. are also
required for the Fermi No. 2 and Belle
River No. 2 units. Repayment of the
loan, during a later period of much
lower anticipated construction and
financing requirements, is expected to
be tinanced through the sale of
mortgage bonds.

Future Financing Large

The Company's extensive capital ex-
penditure program, coupled with the
nees to meet maturity and sinking
firnd payments on debt, preferred
stock and preference stock, will re-
quire large amounts of external
financing over the next several vears.
It is presently estimated that more
than $600 million in external funds
will be required in 1981, including
amounts expected to be borrowed
under the Belle River Project
Financing and amounts expected to
be realized through the Dividend
Reinvestment and Common Share
Purchase Plan. The amount of outside
financing is expected to be even
greater in 1982 and 1983. The amounts
and timing of issues of securities in
1981 have not been determined at this
time, and will depend on market
conditions at the time and the
maintenance of a balanced capital
structure throughout the period.

Dividend Reinvestment

is Significant

The Company's Dividend Reinvest-
ment and Common Share Purchase
Plan continues to be very popular
with our shareholders and provides a
substantial amount of funds to the
Company. At vear-end a total of
41.260 shareholders, or 16% of those
eligible to do so, were participating in
the plan. Total funds invested during
the vear were $35.1 million, an
increase of $.08 million, or 444%,
over 1979, Of this amount $23.5
million represented reinvested div-
idends, which qualify for the
purchase of stock at a 5% discount
from market price. The remaining

$11.6 million were cash payments,
which purchase shares at the markei
price. No service or other charge is
added to the price paid by the
shareholder, since all operating costs
are borne by the Company. Any
shareholder who wishes to enroll in
the plan may obtain an enrollment
card and prospectus by writing to
Detroit Edison. Box 380-A, Detroit,
Michigan 48232

Shareholders Increase
The number of shareholders of the
Company continues to increase, with

234 689 at year-end. This is an increase

of 3,183 shareholders, or 1.4% over a
year ago. The sale of new shares dur-
ing the vear, plus growth through
regular narket purchases, contributed
to this increase.

A large number of shareholders
continue to hold relatively few shares,
with over 79% of all shareholders
owning 300 shares or less. It is also
significant that about 52% of our
shareholders reside in Michigan, with
many of these being Detroit Edison
customers.

As we market new shares, we find
that many shares are purchased by
current shareholders and customers
in Micnigan. This solid base of
support is appreciated.

Distribution of Ownership of
Detroit Edison Common Stock,
December 31, 1980

By Type of Owner
Owners Shares
Individuals 114416 25734071
Joint Accounts 108,556 28271835
I'must Accounts 7 681 3232753
Nominees 660 23 464 644
Institutions and
Foundations 410 199 860
Brokers and
Security Dealers 63 356, 188
Others 2903 2,773467
Total 234 689 84032618
By State and Country
Owners _Shares
Michigan 121,953 39235913
Flonda 18758 5727020
California 13 639 3 965 980
New York 12278 17 967 518
Hlinois 10,37 2913208
Ohio 7 665 1.726.047
44 Other States 49171 12.249 624
Foreign Countries 853 247308
84 032618

T'otal 234 689




Many Rate Activities
Underway

Mzjor Rate Case Completed

A final order in the Company's major
electric rate case, filed on Di ember
14, 1978, was issued by the Michigan
Public Service Commission on March
14, 1980. This rate order granted an
additional $75.8 million over the $56.9
million interim increase granted by
the Commission in mid-1979, for a
total increase of $132.7 million.

The final order included the major
features recommended in the Admin-
istrative Law Judge's proposal for
decision, as reported to you in last
year’s Annual Report. The MPSC pro-
vided for a continuation of the oper-
ation and maintenance indexing and
the power plant system generating
availability incentive provisions, both
of which were adopted in prior rate
cases. The authorized rate of return
on average common equity was main-
tained at 135%, .. e same level as in
the last two rate cases. In addition,
the Commission’s order provides for
monthly reading of all customer me-
ters, a change from the prior system of
estimating customer usage on alter-
nate months.

New Rate Case Filed and Interim
Increase Granted

Since the general rate increase
granted by the MPSC on March 14,
1980 was less than the amount re-
quired by the Company and was
received after a long delay, the Com-
pany was not in a position to earn a
fair and adequate return on its in-
vestment in 1980. It was, therefore,
necessary to apply for a further in-
crease, which was done on April 30,
1980. The total increase requested
was $463 million, based on a
three-step increase. The first interim
increase of $155 million, based on a
1980 test vear, was requested as early
as possible in 1980. The second
interim increase of $162 million,
based on a 1981 test year, was

requested to become effective January
1, 1981, since it was necessary to have
the higher rates in effect for the entire
year if the Company were to have any
opportunity to earn the rate of return
presently authorized by the MPSC.
The final increase of $146 million
was requested to cover a higher au-
thorized rate of return, higher depre-
ciation rates, amortization of the costs
associated with the decision not to
construct the proposed Greenwood
Nos. 2 and 3 nuclear units and the ef-
fect of an order issued by the MPSC
in a generic proceeding concerning
construction work in piogress.
Hearings began in July, 1980 and
were concluded in November, 1980.
An interim increase of $96.1 million
was granted by the MPSC on
November 6, 1980. Although less than
the first interim increase requested by
the Company, the Commission action
did recognize the urg.nt need to
offset at least in part the effects of
high inflation and interest rates on
the Company's ability to adequately
serve its customers. The Company is
presently awaiting a final decision by
the Commission.

Other Rate Increases Granted
Under the operation and mainten-
ance expense indexing procedure,
established by the MPSC in its
September, 1978 rate order, the Com-
pany was permitted to increase rates
$32.7 million, effective February 1.
1980, based upon an increase of
12.04% in the Consumer Price Index
Under this same program, another
increase of $39.2 million was granted
effective February 1, 1981, based upon
an increase of 12.69% in the CPL

Under the MPSC power plant
systemn generating availability incen-
t¥ ~ provision, an increase of $12.4
tadlion was made effective on June
10, 1980. This increase was based or.
the achievement of a record power
plant availability of 86.01% for 1879.
Under the MPSC provision, availability
above 85% entitles the Company to
earn an additional one-half of one
percent return on common equity
above the authorized level of 13.5%.

During the year, the MPSC also
approved rate increases applicable to
the Company’s steam heating
customers and allowed the recovery
of increased fuel costs through the
fuel and purchased power clauses in
the Company's rate sche-duie

Rates to the Compa.y's seven
wholesale for re. ‘ustomers were
increased $4.2 miluua, effective April

1, 1980. In that case a negotiated
settlement, agreed to by the Company
and the wholesale customers, was ac-
cepted by the Federal Energy Regu-
latory Commission on January 17,
1980. Currer.' negotiations with the
wholesale customers have resulted in
an agreement to increase rates by an
additional $5.8 million. effective May
1, 1981. This settlemeni is pending be
fore the FERC for approval.

Customer Concern Important
Throughout the Company’s history.
various programs have been in effect
which are aimed at providing good
customer service. In recent years, the
emphasis has shifted to methods of
conservation, bill payment counsel-
ling, assistance to senior citizens and
other energy assistance matters. In
addition to ongoing programs from
prior years, several new services were
initiated in 1980. These include:

* Television, radio and newspaper
messages, using real-life examples
such as a laid off worker, hospitalize
person or senior citizen, show
customers how help with an electric
bill is available to those who need it.

* Various Company television com-
mercials aimed at avoiding service
cut-offs, bill payment counseling, etc.,
have as an inset a person repeating
the message in sign language for
those who have hearing problems.

* In cooperation with the Michigan
Consolidated Gas Company, two
energy assistance centers have been
opened in the City of Detroit to help
customers in applyving for energy as-
sistance funds, arrange for partial
payment of utility bills, obtain energy
information or receive counseling on
energy related matters

* Company representatives are
present at two Neighborhood Service
Centers, operated by the City of
Detroit, to provide customers assis-
tance with any utility questions or
problems

* To assist those who are deaf or
have speech problems. a device has
been installed in our Detroit Division
customer telepheone center to allow
them to communicate with the
Company. The device transmits word
over telephone lines, allowing anyone
with similar equipment in their home
to carry on a "conversation’ with us
in a written form on a video screen or
tvped on paper

These new services are the latest in
a series of steps in our "Help Us, Help
You" communication program which
began in 1979
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since the 1979 accident at the Three soon began working along with Com
Mile Island plant in Pennsylvania pany and contract crews on 16-hour
lTotal engineering and licensing shifts
cost.. including interest, incurred for A\s this restoration effort was under
the Greenwood nuclear units wers wayv, a second storm hit the area on
about $71 million. Application was julv 20, 1980, causing outages to an

made to the NP n 1l for .
nad the MPSC in April for ap additional 15,000 customers. At this

woval to fer th s as a charge -
i il defe ese costs as a 1argt point a total force of over 5,300
agamst mcome until the costs can be .
workea restore semvice
considered for rate making treatment

- . : o b lotal re tion costs chargeable

and recovered through customer bill

to operations were approximately $9
ings over a 60-month period. Hearings million. An application is pending
pegan 1in December and are continuing before the MPS( lw]lu'\'llu; “3"""\""
Peak Demand Lower to amortize these costs, which have

Peak electrical demand on the Com been deferred as a charge against in

pany s svstem was 6,703,000 kilowatts come, over a five-vear period for

in 1980, a decrease of 1.8% from 1979 accounting and ratemaking purpocses

New Generating Units




Research, Conservation
and the Environment
Have High Priority

Wind Turbine Being Studied
\ ehicles Use Var

i




¥ : . =
L 4 ‘L BT
‘ I'rucks Used ! AL G oty 'y
; N a | ' | ' | ¢

Dust Contrelled at St Clair

lectric Cars Offer Much Potential elat



Organization and
Corporate Affairs

Director and Officer Changes

At the Annual Meeting of Sharehold-
ers, Leld in Detroit on April 28, 1980,
thirteen incumbent directors were
re-elected for a period of one year.
Two new directors, David M. Gates,
Dire~*ar of the Biological Station and
Prv es or of Botany at the University
. Micaigan and Charles M. Heidel,
Executive Vice President-Operations at
Detroit Edison, were also elected to
serve on the Board for the coming
year. These two new directors fill the
director vacancies created by the re-
tirement of John R. Hamann and
Kenneth D. Nichols, who reached man-
datory retirement age. Mr. Hamann,
former Vice Chairman of the Board,
had been a Director since 1975 and a
Company employe since 1936. Mr.
Nichols, a retired US. Army Major
General, had served on the Board
since 1962. The Company appreciates
the many vears of outstanding service
both gentlemen provided.

At the Board of Directors meeting
in January, 1980, Mr. Ernest L. Grove,
Jr. was elected Vice Chairman of the
Board effective February 1, 1980. to
replace Mr. Hamann, who retired on
that date. Mr. Grove, previously Senior
Executive Vice President-Finance, will
continue s the Company's chief
financial o15cer.

At the Oc sber, 1980 Board of Direc-
tors meeting, Mr. Robert O. Wagner
was named Vice President-Rates and
Financial Evaluation. He was previ-
ously Assistant Vice President-Rates
and Financial Evaluation.

More Shares Authorized
At the annual meeting common
shareholders also approved increases
in the number of authorized shares of
common stock from 835 million to 125
million, the number of authorized
shares of preferred stock from 6
million to 9 million and the number
of authorized shares of preference
stock from 10 million to 20 million.
At special meetings of preferred
and preference shareholders heid on
November 13, 1980. the two groups
granted their approval of the increase

in authorized preferred and
preference shares.

Employe Development Important
As part of the Company's Manage-
ment and Professional Development
Program, a review has been made of
all management and supervisory
positions to determine that potential
replacements are available. All levels
of supervision participated. This re-
view not only enabled us to determine
future needs in each area, but also
provided an inventory of empl-yes
qualified to meet these needs.

Detroit Edison received the 1980
Employer Award from the Detroit
Chapter of the American Societ - for
Training and Development. This
recognition was provided for
outstanding support in the
development of human resources.
The basis for the award was the
Company's recently implemented
“Initial Professional Development
Program.” Under this three-year
program, new emploves, primarily
college graduates, are prepared for
more responsible and sophisticated
assignments in various areas of the
Company.

For a number of years. the Com-
pany has used advanced training
methods for developing the technical
skills of non-supervisory employes.
Mainly self-instructional procedures
require minimal instructor input, thus
reducing both training time and cost
With the recent completion of a new
Technical Training Center, training
functions are now largely consolidated
in one building formerly used sor cus-
tomer ¢ -vice activities. There arc a
numt 'r o other programs carried out

on a regular basis, all designed to beiter

prepare our emyployes to meet future
challenges by improving their skills
Employes Decrease
In view of the depressed sales
experienced by the Company and
poor economic conditions in our
service area, normal cost control
measures have been tightened even
further. including continuing strict
control of all hirnng and replacement
of employes. As a result, at the end of
1980 the number of emploves was
10789 a decrease of 119 since the
enc a (979,

“ae rotal work force is presently at
a level which is 3.5% below the
number of emploves ten yvears ago.
This smaller number of emploves is
operating a system with 34 3% greater
generating capability and serving
154% more customers. Our emploves

are to be commended for this
accomplishment.

Minority Efforts Ceatinue

Although hiring was restricted in 1980
every effort was made to continue

our commitraent to increase minoritie
and women in our work force. With
this effort it was possible to make
some improvements in both categories
with minorities comprising 15.7% of
vear-end emploves and women 164%

Health and Personal Problem
Assistance for Employes

Efforts relating to emplove health
programs and employe assistance
with personal problems wen ex-
panded in 1980. Emploves hav. been
encouraged to take responsibility for
their own good health through
educational programs and lectures
on such subjects as heart disease,
diabetes, high blood pressure,
alcoholism and cancer.

The Company program to assist
emploves with personal problems
that could interfere with job per-
formance was also more active.
Counsel is provided to emploves in
areas involving mental health, drug
abuse. alcoholism and family or
marital problems. When necessary,
referrals are made to proper
community agencies for further
assistance.

These programs are not only
beneficial to emploves, but to the
Company as well. Healthy emploves
are more productive and contribute
to improved Company operations.

Union “ontract Renegotiated
In August the Company negotiated a
new three-vear contract with Local 17
of the International Brotherhood of
Electricai Workers, covering about 750
emploves in overhead lines and
related areas. The contract, ratified by
the union on August 25, 1980, extends
the agreement to August, 1983
Although the settlement was within
Federal wage-price guidelines, ii
nevertheless adds significantly to the
Company's labor cost. A wage
increase in each vear of the contract,
continuation of the full cost of living
adjustment, increased early retire-
ment benefits, improved health,
dental and vision care insurance
coverage and increased vacations
were all part of the package. To help
offset some of these increases, the
new contract provides the opportun-
ity to make productivity gains in sev-
eral areas. There was also agreement
to form a joint committee to study pre
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Consolidated Financial Statements

Comntents

Responsibility for Financial Statements

I'he consolidated financial statements of The Detroit
Edison Company and subsidiary companies have been
prepared by management in conformity with generally
accepted accounting principles, based upon currently
available facts and circumstances and management's best
estimates and judgments of known conditions. It is the
responsibility of management to assure the integrity and
objectivity of such financial statements and to assure that
'3

these statements fairly re port the hinancial position of the

Company and the res of its operations

I'o meet this responsibility, management maintains a
high standard of record keeping and an effective syvstem

of internal controls, including an extensive program oi

internal audits, written administrative ‘lw‘w es, and
procedures to assure the selection and training of
qualified personnel
hese financial statements have been examined by the
Con vany s independent accountants, Price Waterhouse
0 whose report appears below. Their examination
was conducted in accordance with generally ace epted

audiing standards which include a review of internal
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Consolidated Statement of Income

1980

Operating Hevenues
Flectri $1.776.364
"t 35,150
tal Operating Revenues $1,812,514
Operating Expenses
$ 670,016
107,767
290,566
133,270
141,948

115,520

ne taxes (307)

Ome taxes | 39,159

tax credit | (21,8400

| Operating Expet $1496,199

Operating Income $ 316315
Other Income and Deductions

ce for other funds used during cons n - 38815

ne and deductions 692

A

taxes (Nole 669
tal Othen 1 me and Deductions S R N L)
Income Before Interest Charges

Intrrest Charges

(166,708

166,587

Net Income y 188,566
Preterred Preter ) end mel 51,037
Earnings for Common Stock S 137,529

Common Shares OQuistanding—Average 78,780,863
Earnings Per Share S 1.75




Net | ! S 188,566

141,948
59176
21840
8815

1,982

$331.017

30,

1458

212
93.6
49,

109022

8,043

6642

S99%0.8505

P

S644.234

306

S644.540
KL FJ B
S605,725
179,159

8055

69,200
92712
118,954

S99%0.8505

3.792

32.959

19461

77.124
1005
1356
2M52
14.556
24.705
$ 35362

S1I18954




' ! s ' Lamn npan
Consolidated Balance Sheet

Assels

Utility Properties (Notes 1.9 and 1
Plant in semvice and held tor tuture use

Flectre

Accumulated depreciation

Construction work in progress

Other Property and Investments
Investment in coal supply

Non-utility property and other

Current Assets

Cash (Note 2

Customer accounts receivable (less allowance for uncollectible accounts
of $8.800,000 and $7.500.000, respectively

Other accounts receivable

Inventories (Note 1
Fuel
Materials and supplies

Recoverable fuel costs (Note 10

Prepavments

Deferred Debits
Unamonrtized debt expense
Ao nulated deferred income taxes (Note
Extraordinary property losses Note 13

(M he

lotal

1980

$4.590A497
44,169
$4,634.666
(1,187 .250)
$3447A416
1,578,829

$5,026.245

4,200
14,052

18,252

6,226

176490
17,286

260,112
88,033
1415
2,767
552,329

20,186
8,549
101,116
15,009
144,860

$5,741 686

i1.964

$4439.214
1.069.194

$3.370.020
1.220.809

$4.590 829
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] ‘t | sl
w Liabilities

|

[ Capitalization

“ ( mon stock=-$10 par value, 125000000 and 85,000,000 shares authorized

i respectively: 84032618 and 74,459,897 shares outstanding, respectively

1817472 and 2,142,764 shares, respectively, reserved tor conversion of

preferred stock) (Note 3 $ 8403286 § 744 599
Premium ) mmon stock 341,739 316,314
Common stock expenss (31,504) 27 346
Retained carmmings used in the business 376281 166 874

E F'otal common shareholders’ equity $1,5265842 $1.400 441
Cur lative preferred stock $100 par value, 9,000,000 and 6,000,000

shares authorized, respectively: 4,630,204 and 3.767.560 shares outstanding

o pectively; 3.789827 and 1,734.827 shares unissued
spectively (Notes 3 and 4
: 'r Non-redeemable preferred stock 267 682 276,038
Redeemabie preterred stock I87.839 14,182
f Cumulative preference stock—$1 par value, 20,000,000 and 10.000 000 shares
. withorized, respectively: 5,744,100 and 5,998 400 shares outstanding

| respectively (Notes j and 4
Non-redeemable preference stock 47 896 17,906

Redeemable preference stock 87,929 92,622
Long-t 1 debt (Not 5 and ¢ 2450457 2069518

lotal Capitalization $4.568,645 $3.980.707

S 1-1 ! ving Note 2
Commercial paper $ — $ 20284
Bank loi 46,000 75.500
o I rust demand note 17092 20.000

Promiss 4,000 28,432

Long-te bt due witl vear INote 64,200 63.195

Preters e stock sinking fund requirement due within one vear (Note 4 1,104 2 460

r \ ints pavabie 147,365 144,513
" Property and general taxe 167,927 151,932
. Iy e taxes 15488 16,927

j interest 54,654 16,729
. payable 46,770 11,156

Payrotls 31,015 29,830
o Othe 41,322 31,341

$ 636937 $ 672,299
. .
. Deferred Credits
)V‘-‘ p \ I Hated deterred 1 taxes (Note 1 $ 401,989 $ 340513

\ wilated deterred mvestment tax credits (Note 1 110,852 132,692
# Ot 23463 19812
o $ 536,104 $ 493017

ey Commitments and Contingencies (Notes 9,10, 11, 12,13, 14 and 15

h!

| lFotal $5.741 686 $5.146,023
i




Balance

y OO0 OO0

Balance at December 31, 1978

6 000 000

Balance at December 31, 1979

Balance at December 31, 19580
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Consolidated Statement of Cumulative Preferred and Preference Stock
Montd
Issuancs 1980 1979
Non-Hedeemable Preferred Stock Note 3
nvertinle senmes, 381,124 and 463 480
share espectively October 19 $ 38,112 16 348
1. 32 series. 499 080 shares October 1970 49,908 19 908
Hs e yOU 000 share March 1971 50,000 yO 000
15% senes. 600.000 shares November 1971 60,000 60,000
bt VEOT 1 (O .000 shares December 1972 75,000 75.000
Non-redeemable L::h‘“l“«!rn&1‘\‘!";1\' (5338 218
Fotal Non-Redeemable Preferred Stock S267 582 76.038

Redeemable Preferred Stock (Noe g

) T2% seri
} bi) ] ¢
12 8 St

Redeemab

lotal Re

s. 600,000 shares

650,000 shares and 355.000 shar

rfes. 400 000 shares

rmes. 250.000 shares

¢ ‘Huh(jc-nl SOk ¢ Apen

deemable Preferred Stock

Non-Redeemable Preference Stock Note 3

S228 s¢1
Premium
Non-redes

lTotal N

es. 2000000 shares

M non

redeemable preference sto

mabie preference stock « APenst

Redeemable Preference Stock

Redeemable Preference Stock Note 4

1844180 and 1,998 400 shares, respective
1,899 920 and 2 000.000 shares pect
cdeemable preterence stock

preference stock simking fund requiremen

ibhle Preterence St k
— -
w b

Ires et

LIven

1

S 60,000

65,000
Mav 1980 40,000
December 1980 25,000
2,161

SINT 839

1977 $ 2,000
45,000

(2,104)

Decemb

S 47896

July 197 S 1844
1,900

RO.R58

December 1975

(1L, 104)
(4,569

§$ 87929

60 000

15500

2 000
8 000

» 094

}7 9%

YR

0o

.




Consolidated Statement of Long-Term Debt

General and Refunding Morigage Bonds 1980

1 i1 Lhien oF
59975
35,000 $5.000
39,995 19 995
686,325
37,895
100,000 100,000
150,000 150.000
75,000 75.000
75,050 75.000
100,000 100.000
100,000 100,000
60,000 60.000
100,000 100.000
100,000 100 000
50,000 50.000
Series [)-Monrot 13,505 14,305
40,000 10.000
and E-1977-Supenor 45100 15.600
» F and F-1977-5t. Clair 42,300 42,300

50,000 50.000
Series G and G-1979-Harbor Beach 3,750 3 750

Series H and H-1979-Trenton B850 6850
Series | and 1-1979-Monros 14890 14,89
Series 1 and J-1979-Detront 8850 B K50
77 Seres K and K-1979-River Rouge 5430 5.430
sertes L and L-1979-River Rouge 47.950 17.950

07 (Series M and M-1979-5t. Clair 18,880 18 880
70,000 70,000
s N and N-1980-Detron 13,650 y 300
70,000 70.000
150,000 150,000
Series O-St. Clan 3500 3 R0O0
100,000 100.000
50,000
100,000
Series P-St. Clan 25.000
Series ()-Monros 10,750
2874 2
(9,043) 1,238
(Z2,100) 61.095

S$2.025878 S1 845568
Installme

43,000 14,000
21,550 22.050
4400 5.000
(2,100) 2 100

S 66,550 68 950
| nsecure

e | er P et | Nole
\ $ 212729 §
' . > 155,000 155.000
1980 and 11% there: 50,000

160,000
$ 357,729 155.000
Notes 5 and $2A450457




Notes to Consolidated Financial Statements

Note 1—Sigaificant Accounting

Note 2—Compensating Balances
Borrowings:
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Note 5—Long-Term Debt:

Note 7—Income Taxes:

Federal income tax statutory rate

Total income tax expense




Components of income taxes were as follows:
_Year Ended December 31
1980 1979 1L78

J (Thousands)
Current Income Taxes
Federal current $ 1307 § 5063 $ 5246
Federal—Recoverable fuel costs - — 489!
Michigan—Recoverabwe fuel costs — - |86
$ (307) § 5063 § 4671
Deferred Income Taxes—Net
Federal
March 1976 storm damage costs $ (1071 $ (1071 § (1071
April 1979 storm damage costs — 5880 —
July 1980 storm damage costs 4468 - -
Greenwood Unit Nos. 2 and 3
abandonment loss 2477 - —
Deprectation 32,529 33493 26,693
Amortization of pollution control
facilities a2 8095 4455
Sale of 20% interest in Ennco
Fermi Unit No 2 670 1094 1818
Other 3222 12.913) 504
Michigan 4219 142190 14219
$59159 $40359  $27.980
Investment Tax Credit—Net
Utilized s -— $ 1309 $27.270
Reduction due to tax loss
carryback to (577 19442 - -~
Amontized (3398 3807) 13235
$i21840) § 9284  $24035
Other Income and Deductions
Federal current : $§ 652 § 136 $§ 298
Federal deferred . 1418 930
$ 669 5 1554 5 1228
Total Federal and Michigan
Income Taxes $ 37681 $ 56.260 $ 57914

Investment tax credit carryvforwards aggregate approxi-
mately $145 million at December 31, 1980.

Note s—Employes’' R rement Plan:

The Company has a trusteed and noncontributory retire-
ment plan covering all regular employves who have com-
pleted six months of service. The Company's policy is to fund
pension cost annually as it accrues. Accruals are based on
the actuarial cost of the plan. Unfunded prior service cost is
amortized over forty vears and thirty vears (for costs relating
to amendments to the plan after April 1. 1977, as appropri-
ate, and net experience gains and losses are amortized over
fifteen years. The plan was amended on April 24. 1978, by
shareholders’ approval, to provide that benefits to be paid to
participants who retire after September 1. 1978 be increased
by changing the percentage of average final compensation
allowed for each vear of service from 1.2% to 13%. which
resulted in an annual cost increase of approximately $2.5
million effective January 1, 1979. Cost to the Company to
fund the plan was $32.5 million for 1980, $28 8 million (or
1979 and $23 0 million for 1978. The comparison of accu
lated plan benefits and plan net assets presented by
based on an actuarial valuation as of Decembe»

Actuarial present value of accumulated plan benefits

Vestod 217.751
Nomvested 13377
Total $231.108

Net assets available for benefits $214 954

28

The interest rate used to determine the actuarial present
value of accumulated plan benefits was 10%. This rate is the
approximate interest rate as of the valuation date for long-
term government bonds with an average maturity approxi-
mately equal to the average maturity of the liabilities for
accrued benefits. The interest rate used for funding pur-
poses is diffe;ent hrom that used for the determination of the
present value of accrued benefits because the rate used for
funding purposes is designed to be consistent with the infla-
tion allowance provided in other assumptions used to pro-
ject future benefits

Note 9—Leases:
Rental expenses were as follows:
__Year Ended December 31

1980 1979 1978
(Thousands
$33.153 $29037 $25 845

Future minimum lease payvments under long-term non-
cancellable leases, consisting of lake vessels (81445 million),
locomotives and coal cars (§93.5 million), office space ($44.8
million) and computers, vehicles and other equipment (8417
million) at December 31, 1980 are:

(Millions Millions)
1981 §321 1986-199" § 77
1982 2849 1991-199 5 512
1983 262 1996-2000 428
1984 237 Remaining vears 215
1985 207 Total $3245

In addition to the leases described above, on January 23,
1979, the Company entered into a nuclear fuel financing and
heat purchase contract with Renaissance Energy Company
(“Ren. ssance’), an unaffiliated company, which provides
for the financing of up to $90 million of nuclear fuel. Simul-
taneously, the Company sold to Renaissance its capitalized
costs of $9.5 mallion relating to nuclear fuzl. Under the heat
purchase contract, Renaissance will purchase nuclear fuel
and make all other related pavments. Title to the nuclear fuel
will be held by Renaissance. During the period that the
nuclear fuel is generating heat. the Company will make quar-
terly payments to Renaissance for the cost of fuel consumed
during the quarter plus all other costs of Renaissance. Re-
naissance’s investment in nuclear fuel totaled approx-
imately $70.7 million at December 31, 1980.

The Company does not capitalize those leases which are
defined as capital leases by Statement of Financial Account-
ing Standards ('FAS") No. 13, "Accounting for Leases”, be-
cause the MPSC treats all leases as operating leases for
ratemaking purposes. However, had such leases been ac-
counted for as capital leases, balance sheet assets at De-
cember 31, 1980 and 1979 would have included leased prop-
'rty under capital leases, less accumulated amortization, of
2033 million and $200.6 million. respectively. Also, balance

seet liabilities at December 31, 1980 and 1979 would have
included long-term obligations under capital leases of $204 2
million and $199.5 million, respectively. and current obliga-
tions under capital leases of $11.6 million and $10.9 million,
reeoctively. The charges to expense for amortization and
interest related to such capital leases would have exceeded
the rental expense actually recorded for 1980, 1979 and 1978



by $2. ¢ulion, $1.8 million and $1.8 million, respectively
The effect on net income is indeterminable since neither the
leased property and capital lease obligations nor the in-
creased expenses have been included in the ratemaking
process which determines the Company's operating rev-
enues and rate of return.

Note 10—Recoverable Fuel Costs:

On January 1, 1 70 the Company changed its method of
accounting for changes in fuel costs recoverable from cus-
tomers by deferring recognition to the period in which such
costs were recoverable under the fuel cost adjustment
clauses. In February 1975 the MPSC directed the Company
to revise the method of computing its fuel cost adjustment
clauses by efiectively eliminating any fuel cost billing lag
caused by changes in fuel costs occurring on and after Feb-
ruary 4 1975 In February 1975, the Company applied to the
MPSC for an accounting and ratemaking order allowing re-
covery of $26 million of accumulated fuel costs deferred as of
February 3, 1975 In December 1975, the MPSC issued an
order denving the recovery of such accumulated deferred
fuel costs. In September 1976, the Ingham County Circuit
Court permitted the Company to recover such accumulated
deferred fuel costs. by use of temporary surcharges, over a
twelve-month period beginning October 1. 1976. The Com-
pany applied the surcharges and recovered, subject to re-
fund. $235 millior. of such costs. The Michigan Court of
Appeals then reversed the 1976 Circuit Court decision and
affirmed the onginal December 1975 orde. of the MPSC. In
November 1978, the Michigan Supreme Court granted the
Company leave to appeal the 1978 adverse decision of the
Michigan Court of Appeezls which would have required re-
fund of the revenues collected to recover 1975 deferred fuel
costs. Because of this action by the Michigan Supreme Court,
no refunds have been made. In February 198C. the Michigan
supreme Court remanded the case to the My C for specific
findings with respect to fuel cost adjustment clause billings
for the months of February, March, April and May of 1975
Proceedings are continuing before the MPSC . If the Michigan
Supreme Court should ultimately determine that such costs
should not have been recovered through customer billings
aud must be refunded. the total and per share amounts of
earnings for Common stock for the vear 1975 would be
reduced by approximately $12.7 million and $0.27, respec-
tively. and restated to $59.3 million and $1.23, respectively

with corresponding reductions in retained earnings used in
the business at December 31. 1975 and subsequent years

Note 11—Commitments:

In connection with its continuing capital expenditure pro-
gram, the Company has entered into purchase commit-
ments which 2mounted to approximately $1.8 billion at De-
cember 31. 1980 the Company has also entered into sub-
stantial long-range 1uel supply commitments

Note 12—Rate Matters:

On April 28 1976, the Company appealed to the Ingham
County Circuit Court the MPSC's March 30, 1976 rate order
which granted an increase in electric rates of $62 4 million
annually, on the grounds that the relief granted was un-
reasonable and unlawful On May 19, 1976, the Court issued

an order authorizing the Company to cets ot not more than
an additional $13.8 mullion through December 31, 1976. This
order was temporarily staved by the Michigan Court of Ap-
peals on June 2, 1976 On September 30, 1976, the Court of
Appeals vacated the stay. Effective November 1, 1976, a tem-
porary surcharge was applied to electric customer billings
which resulted in the collection of revenues of $13.7 million,
subject to refund, through December 31, 1976, pursuant to
the Court's order. A trial was held in July 1977 and the
Company is awaiting a decision on the merits.

On December 28, 1979, the Michigan Attorney General
filed complai.its with the Ingham County Circuit Court and
the MPSC - guesting orders prohibiting the Company from
charging, ..ver the period 1980 through the first quarter of
1985, approximately $30 million under the fuel cost adjust-
ment clause. These charges relate to certain costs resulting
from the renegotiation of the Company's contract with
Decker Coal Company. which reduced the tonnage of coal to
be delivered between January 1, 1979 and December 31, 1984
and increased the cost per ton over the same period. On
January 2, 1980, the Ingham County Circuit Court denied the
requested relief and remanded the case to the MPSC. The
MPSC consolidated the matter with hearings on reconcilia-
tion of the fuel and purchased power adjustment clauses.
Hearings have been conducted and have been completed
subject to a decision by the Michigan Attorney General to
request further cross-examination.

See Note 13,

Note 13—Extraordinary Property Losses:
The unamortized balances of extraordinary property losses
are as tollows:
D ember 31
1980

Thousands

1979

Being Amortizea

March 1976 Sto m § 3062 S 5395
Ennco Feim Ur it No_ 3 J086 4767
Not Being Amortize d
April 1979 Storm 12,783 12,783
Julv 1980 Stormm 8712 —
Greenwood Unit Nos 2 and 3 71373
$101.116 S22 945

Costs of the March 1976 severe ice and wind storm ($11 2
million! and project costs of the cancelled Enrice Fermi Unit
No. 3 ($6.8 million! are being amortized to operating ex-
penses as a cost of service over a five-year period ending in
1982 and a ten-year period ending in 1986, respectively. as
authorized by the MPSC

Severe storms in April 1979 and July 1980 caused extensive
damage to the Company's transmission and distribution
system. The Company filed separate applications with the
MPSC seeking accounting and ratemaking orders which
would permit recovery and amortization of the 1979 (8128
million! and 1980 (397 million) storm service restoration
costs over 60-month periods. Hearings with respect to the
1979 and 1980 storm damage applications concluded on
January 4 1980 and December 23, 1980, respectively. By
order dated December 30, 1980 the MPSC authorized the
amortization, over a 60-month period, of the 1979 storm
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damage costs with amortization to commence simultane-
ously with an amortization schedule, as yvet not established.
with respect to the 1980 storm. The MPSC denied the Com-
pany’s request for ratemaking treatment of the 1979 storm
costs, such denial being without prejudice to raising such
issue in a ratemaking proceeding. The Company has defer-
red costs of the storms and has not reflected such costs in
current operating expenses. The Company believes that the
recovery of such costs through customer rates will be au-
thorized in the final order of the Company's current rate
case.

On March 24, 1980, the Company decided not to construct
Greenwood Nuclear Unit Nos. 2 and 3. Project costs incurred
for these units amounted to approximately $71 million,
excluding land. The federal income tax effect related to the
deduction in 1980 of the abandonment loss has been re-
corded and the related deferred tax liability of approximately
$25 million is included in accumulated deferred income
taxes. On April 7, 1980, the Company filed an application
with the MPSC for authority to defer the project costs until
such costs can be considered in a ratemaking proceeding.
The Company is seeking recovery of these costs in account-
ing and ratemaking proceedings which would, if granted.
permit amortization and recovery through customer billings
of such project costs over a 60-month period. Cross-
examination of Company witnesses commenced on De-
cember 15, 1980 and is continuing. If full recovery and amor-
tization over some period are not ultimately approved after
all appropriate proceedings, such unrecovered project
costs, less applicable federal income taxes. would reduce
earnings for Common Stock by up to $46 million in the
period of such determination

Note 14—Litigation:

The Company and  vo unions which represent certain of its
emploves were named as defendants in two actions alleging
racial discrimination against a class of past and present
black empioyes and certain rejected black applicants for
employment (Stamps, et al v The Detroit Edison Company, et
al and Equal Employment Opportunity Commission v The
Detroit Edison Company, et al, filed in 1971 and 1972, respec-
tively!. Following a consolidated trial of these actions, the
District Court for the Eastern District of Michigan found. in
1973, that the Company and the two unions had engaged in
illegal racial discrimination. Thereafter. a senes of appeals
were taken by the parties during which the Company
reached agreement with plaintiffs as to two settlements of
these actions and the parties to these actions stipulated that
an appeal by the defendants to the United States Court of
Appeals for the Sixth Circuit be held in abevance pending the
outcome of settlement negotiations. In Septernber 1980, the
District Court approved the settlement with respect to the
emplove class which settiement provides for the distribution
of a fund of $4 25 million and the payment of $250.000 in
attorneys’ fees. In December 1980, the District Court ap-
proved the settlement with respect to the reject - d applicant
class which settlement provides for the distribution of a fund
of $850.000 Absent substantive emplove class appeals. dis-
tribution of all settlement amounts will commence in 1981
and continue throughout the vear The settlement amounts
have been accrued by the Company
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See Note 10 for legal proceedings relating to recoverable
fuel costs

Note 15—Sale (o Cooperatives:

On February 8, 1977, the Company sold a 20% undivided
ownership interest in its Enrico Fermi Unit No. 2 to Northern
Michigan Electric Cooperative, Inc. and Wolverine Electric
Cooperative. Incorporated (Cooperatives”). The Coopera-
tives made an initial pavment to the Company at that time
equal to 20% of construction expenditures, inclusive of
AFUDC. and are obligated to make monthly progress pay-
ments of 20% of subsequent construction expenditures, ex-
clusive of AFUDC. As of December 31, 1980, total payments of
$190 9 million had been received from the Cooperatives. See
Note 16,

The agreements relating to that sale provide, among other
things, that the Company will exercise control over con-
struction and operation of the facility, the parties will share
electricity generated and the costs of plant operations.
maintenance and capital improvements in proportion to
their ownership interests and the Company will have certain
obligations to provide replacement power to the Coopera-
tives when the unit is out of service.

The Company is obligated to complete construction of
Enrico Fermi Unit No. 2 promptly, but if the Company delays
construction of the unit because more economical sources
of power are available or because the Company decides that
it does not then require the additional capacity, it would be
obligated to supply each Cooperative with its entitlement of
electricity otherwise expected to have been generated after
the anticipated completion date and would have to indem-
nify the Cooperatives for additional construction costs re-
sulting from the delay. If such delay extends to five years, the
Cooperatives may demand that the Company repurchase
their interests at the cost of their investment. The Company
would not be liable for any delays in completion resulting
from a default in payments by a Cooperztive and may buy
out a Cooperative's investment if such a default continues for
150 days

From the anticipated completion date through 1990, the
Company will be obligated to purchase part of the Coopera-
tives’ entitlement to the output of the unit and has a right of
first refusal 1o purchase the balance

Note 16—Jointly-Owned Utility Plant:

Jhe Company and Consumers Power Company (" Consum-
ers’) are co-owners of the Ludington Pumped Storage Plant
which was placed into service in 1973 The Company has a
49% undivide 1 ownership interest and Consumers the other
51%. The Company's investment at December 31, 1980 and
1979 in utility plant in service was $168.3 million and $167.9
million. respectively, and the accumulated depreciation at

December 31, 1980 and 1979 was $24.5 million and $21.2

million, respectively. Operation, maintenance and other ex-
penses of the plant are shared by the Company and Con-
sumers, 49% and 517 respectively. The Company's share of
these expenses is included in other operation and mainte-
nance expense in the Consolidated Statement of Income
I'he Company and two Cooperatives are co-owners of the




Enrico Fermi Unit No. 2, a nuclear unit under -nstruction.
e Note 15. The Company has an 80% undivia: 4 ownership
interest and the two Cooperatives the remaining 20%. The

Company’s investment at December 31. 1980 and 1979 in
construction work in progress was $913 .5 million and $721.6
million, respectively.

Note 17—Supplementary Quarterly Financial

Information (Unaudited):
1980 Quarter Ended
March 31 June 30 Sept_30 Dec. 31
(Thousands/
Operating Revenues $431.396 $425453 $474321 $481 344
Operating Income 65710 75.398 86452 88 755
Net Income 34412 41 650 56382 56,122
Earmnings for
Common Stock 22400 29.151 43138 42 840
Earnings Per ~ 0.30 038 054 052

1979 Quarter Ended

March 31 June 30 Sept. 30 Dec 31
(Thousands

Operating Revenues $432.514 $422,332 $436949  $406.716

Operating Income . 66577 65 644 71910 71,346

Net Income 45387 43504 44 643 42 495
Earnings for

Common Stock 34 623 32726 33 967 31.256

Earnings Per Share 052 049 047 042

Note 18— upplementary Information Concerning
the Effects of Changing Prices (!'naudited):

The following supplementary information is supplied in ac-
cordance with the requirements of FAS No. 33, "Financial
Reporting and Changing Prices”. FAS No. 33 deals with two
different aspects of an inflationary environment: (1) the ef-
fects of general inflation, i.e., the decline in the purchasing
power of the dollar (the “constant dollar” method) and
(2) the effects of changes in the specific prices of certain
assets used by the Company (the “current cost” method).
The Financial Accounting Standards Board has taken this
dual approach because there is presently no consensus on
which method of reporting better portrays the effects of

Consolidated Statement of Income
Adjusted for Changing Prices

Operating Revenues 4
Operating Expenses (Excluding Depreciation
Provision for Depreciation (Note B}

Total Operating Expenses

Operating Income
Other Income and Deductions

Income Before Interest Charges
Interest Charges
Net Income
Preferred and Preference Stock Dividend Requirements
Earnings for Commos Stock

Increase in Specific Prices of Net Utility Plant***
Adjustment of Net Utility Plant to Net Recoverable Amount (Note (
Effect of Increase in the General Price Level
Excess of Increase in the General Price Level over the

Increase in Specific Prices of Net Utility Plant after Adjustment

to Net Recoverable Amount
Reduction of Purchasing Power Loss through Debt Financing (Note D)
Net Effect on Common Shareholders Equity

" Average 1980 dollars

changing prices on the operations of business enterprises.

The Company believes it is important for financial state-
ment users to develop an understanding of the more sig-
nificant impacts of inflation. However, the Company advises
readers that the data adjusted for changing prices have been
determined in accordance with experimental techniques
prescribed by FAS No. 33. It is an attempt to display the
approximate economic effects of inflation and should be
considered an estimate of those cffects rather than as a
precise measure. The supplementary information should
therefore be viewed with caution as should any other
hypothetical data.

Year Ended December 31, 1980

Adjusted for
Changes in
Specific Prices*®
__Current Costs)

As Reported in the
Primary Statements
(Historical Cost)

Adjusted for
General Inflation*
(Constant Dollars

(Millions)
s1812 s 1812 s1812
1354 1354 1.354
142 208 361
1496 1652 1715
316 160 97
39 _ 3 3
355 199 136
166 166 166
189 33** 30
51 51 51
§ 138 $_ s $ (81
§ 763
§ om 7
1.194)
344
_ 394 394
s 13 $ 50

**If the adjustment of net utility plant to net recoverable amount of $407 million were reflected and no recognition was given to the $394 million reduction
of purchasing power loss through debt financing. net income adiusted for general inflation would have been a loss of $374 million

"**At December 31. 1980, the current cost of utility plant. net of accumulated depreciation. was $9.816 million. while historical cost or net amount

recoverable through depreciation was $5 026 million



Five-Year Comparison of Selected
Supplementary Financial Data”

Operating Revenues:
As Reported
Adiusted for Gencul lnnanon
Net Income
As Reported
Adjusted for General lrﬁanon
Adjusted for Changes in Specific Prices
Eamings for Common Stock:
As Reported y
Adjusted for General lnﬂanon .
Adjusted for Changes in Specific Prices
Earmings Per Common Share
As Reported
Adiusted for General lnlhuon
Adijusted for Changes in Specific Prices

Excess of Increase in the General Price Level over the lm rease in Spe(‘lﬁ(‘ ins

of Net Urility Plant after Adjustment to Net Recoverable Amount
Reduction of Purchasing Power Loss .hrough Debt Financing
Net Assets (Common Shareholders’ Equity) at Year-End:

As Reported . .

Adjusted for either Generll Inflation or Changen in Spenﬁ

Prices after Adjustment to Recoverable Amount

Cash Dividends Declared Per Common Share:

As Reported s

Adijusted for General lnﬂanon
Market Price Per Common Share at \ear E. nd

As Reported

Adjusted tv. General Inflation
Consumer Price Index (1967 =100/

Average

Year-End

Year Ended December 31

1980 1979 1978 1977 l??!‘
Millions)

$1812 $1698  $1590 $1451  $1.266
1812 1928 2.008 1973 1.832
$ 189 §$ 176 0§ 147 0§ 145 $ 120
33 61 NA NA NA
30) (16 NA NA NA

$ 138 $ 133 $ 109 $ 110 § 85
BEY 12 NA NA NA
(81) (66! NA NA NA
$1.78 $189 $176 $200 $ 166
0.23) 017 NA NA NA
(1.03) 1094 NA NA NA
$ (344) § 402 NA NA NA
$ 3934 § 428 NA NA NA
$1,527 $1400 $1254 S1131 sio7
1458 1.504 1.524 1499 1439
$1.80 $160 $152 $14675 $ 145
1.60 182 192 200 210
$107% S22k $ 132 $16'2 $ 15
107% 13% 17V 22% 22%
246.8 2174 1954 1815 1705
258.4 2299 2029 1861 1743

*All data adjusted for changing prices are stated in average 1980 dollars except for market price per common share at year-end which is stated in December

1980 dollars.

NA—Not Available These data are not required to be presented by FAS N 33 and would have been costly and difficult to prepare. In the future, one years

comparative data will be added each year

Note A—General:

The data adjusted for general inflation represent historical
costs stated in terms of dollars of the same general purchas-
ing power (constant dollars), as measured by the average
level of the Consumer Price Index for all Urban Consumers
(CPI-Ul for 1980. This method is intended to measure income
after giving recognition to the cost of maintaining the pur-
chasing power of the dollars invested in utility plant.

The current cost data reflect changes in the specific prices
of utility plant from the date such plant was acquired to the
present. as measured by the Handy-Whitman Index of Public
Utility Construction Costs. This method is intended to mea-
sure income after giving recognition to the cost of maintain-
ing the capability of the Company’s system o provide elec-
tric service at current price levels.

The difference between current cost data and the data
adjusted for general inflation results from specific prices of
utility plant increasing more or less rapidly than prices in
general
Note B—Net Income Adjusted for Changing Prices:
Adjustment of items in the historical cost income statement
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to arrive at net income adjusted for general inflation and
changes in specific prices was limited to depreciation ex-
pense. In accordance with procedures specified in FAS No.
33, revenues and all expenses other than depreciation were
considered to reflect the current average price level for the
vear and accordingly remain unchanged from those
amounts shown in the Company’s primary financial state-
ments.

Estimated utility plant was determined under both
methods by applying the indexes specified above to the
historical cost of utility plant by vintage vear. Depreciation
expense was then determined for the adjusted amounts of
utility plant by applying the same composite depreciation
rate used to compute the historical amount of depreciation
expense shown in the Company's primary financial state-
ments.

Fuel inventories and the cost of fuel used in the generation
of electricity were not restated from their historical costs.
Reguiation limits the recovery of fuel expense through ad-
justments in basic rate schedules or through the operation



of fuel adjustment billing clauses, which include 90% of the
changes in fuel inventory costs. For this reason, fuel inven-
tories are effectively monetary assets. Materials and supplies
inventories were not restated since they are not a cost of
generating electricity and the amounts involved are insig-
nificant. As with fuel inventories, materials and supplies
inventories have been treated as monetary assets. See Note
D.

Note C—Adjustment of Net Utility Plant to Net
Recoverable Amount:

Under current ratemaking policies prescribed by the MPSC
and the FERC, only the historical cost of utility plant is
recoverable through depreciation charges as part of the cost
of service billed to customers. Therefore, the excess of the
cost of utility plant adjusted for both general inflation and
changes in specific prices is not presently recoverable in
rates as depreciation. In accordance with the requirements
f FAS No. 33, the amount of this excess that accrued as a
result of changing prices during 1980 is reflected as an ad-
justment to net recoverable amount.

Note D—Reduc_on of Purchasing Power Loss through
Debt Financing:

During periods of infl> un. the holding of monetary =ssets
such as cash and accounts receivable results in a loss of
general purchasing power because such items will purchase
less at a future date. Alternatively. the holding of monetary
liabilities such as long-trm debt results in a gain of general
purchasing power because the amount of money required to
ultimately settle the liabilities represents dollars of di-
minished purchasing power.

Since the Company owed net monetary liabilities during a
period in which the genera! purchasing power of *he dollar
declined (ie., during a period of inflation), the Company
experienced an economic gain in purchasing power. All
assets and liabilities other than utility plant, as well as
amounts applicable to preferred and preference stock, were
treated as monetary items. Preferred and preference stock
were treated in the same manner as long-term debt since
they are treated as such for ratemaking purposes and be-
cause these shareholders have invested in the Company
primarily for the dividends which are paid at a fixed rate, and
not primarily in order to maintain th.e purchasing power of
their original investment

Note E—Discussion and Analysis of Financial Data
Adjusted for Changing Prices:

The accompanying statement of income adjusted for chang-
ing prices reveals a significant decrease in reported net in-
come when depreciation expense is adjusted for either gen-
eral inflation or changes in specific prices Theoretically
these decreases indicate that curr~nt revenues are not suffi-
cient to either maintain the purchasing power of the Com-
pany's invested capital or to replace. at the assumed price
levels, the portion of its existing productive capacity used up
during the vear. The decrease in net income of 116% under
the current cost method compared to the 83% decrease
under the constant dollar method points out the fact that the
cost of the Company’s investment in utility plant has in-

creased at a rate greater than the rate of general inflation.

The gain in purchasing power discussed previously which
results from the Company's substantial use of debt financing
is strictly an economic concept. The Company cautions
readers that such gains will never be realized and therefore
do not contribute to cash flow or distributable income. The
regulatory process limits the Company to recovery of only
the actual embedded interest cost of capital provided
through debt financing. Thus, any gain in purchasing power
resulting from the use of debt financing is passed on to
customers through reduced rates.

Since a substantial portion of the Company's investment
in utility plant was financed through debt, any purchasing
powei gain resulting from the use of debt can only be
realized if depreciation on that portion of the inflation ad-
justed cost of utility plant financed with debt were recover-
able as part of the cost of service billed to customers. There-
fore. to properly reflect the economics of rate regulation, the
Company believes that the economic gain in purchasing
power related to debt should be considered an offset to the
economic loss experienced as a result of regulatory restric-
tions related to the recovery of depreciation on the historical
cost of utility plant.

Since the higner depreciation expenses under constant
dollar or current cost accounting are not tax deductible,
income taxes included in the accompanying data adjusted
for changing prices were not adjusted fiom those amounts
shown in the Company’s primary financial statements.
Thus, the Company's effective tax rate under both the con-
stant dollar and current cost methods exceeds the statutory
rate of 46%. Such a tax policy effectively results in a tax on
shareholders’ investment in the Company.

The constant dollar data, because they are developed
using the broad based CPI-U. are not necessarily representa-
tive of the effects of inflation on the Company. However, a
primary value of constant dollar data is that they provide a
common basis for comparison that can be particularly useful
in trend analysis. The accomr anying summary of selected
financial data, for example. shows that operating revenues
for the five-year period 1976 through 1980 increased 43% . If
each year were restated in average 1980 constant dollars,
operating revenues for the same period would decrease 1%,
which indicates that the growth in operating revenues is the
result of inflation rather than increased volume. since total
kilowatthour sales in 1980 were actually 3% lower than in
1976 due to the severe recession.

In summary, the regulatory process limits the amount of
depreciation expense recoverable through revenues to the
historical cost of the Company’s investment in utility plant.
Such amount produces cash flows which are inadequate to
replace such property in future years or to preserve the
purchasing power of common equity capital invested. As a
result the Company must increasingly rely on the capital
markets to provide necessary financial resources, thus
turther exposing the Company to the effects of inflation in
the form of increased financing costs. The Company, there-
fore. incurs a significant purchasing power loss which is
experienced by the common shareholder and can be over-
come only as a result of adequate rate relief in the regulatory
process
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The Detroit Edison Company and subsidiary companies

anagement’s Discussion and Analysis of Financial Condition

M
and Results of Operations

Consolidated Statement of Income
General—Throughout the three-year period. the Company experienced
increased operating expenses reflecting the effects of inflation. and high
co ts of capital associated with its continuing capital expenditure program
Also, beginning in mid- 1979 and throughout 1980, recessionary conditions
existed throughout much of the Company's service area marked by re-
duced industral activity. related employe lavofs and continued energy
conservation. which resulted in substantially lower kilowatthour sales to
customers

Although rate increases were received diring this three-year period they
were neither timely nor adequate to permit the Company to earn its author-
ized rate of retum on common equity
Operating Revenues—Approximately 97% of the Companys operating
revenues are subject to the jurisdiction of the MPSC. with the remaining 3%
subject to the jurisdiction of the FERC

Operating revenues increased in each ot the last three years due primanly
to rate increases. revenues received under the fuel and purchased power
adiustment billing clauses which were in effect throughout the period. and
a4 1.5% increase in kilowatthour sales in 1978 The estimated significance of

these factors is shown in the following table
Estimated Increase

_Decreasel From Prior Year

1980 1979 1978
Millions)
Rate increases and fuel and purchased
power adjustment billing clauses S180 s$120 136
Kilowatthour sales 1831 5 16
Other—net A7 __ e _y
114 s109 8139

Rate increases authorized by the MPSC include $868 million annually
effective in September 1978 (including interim of $354 million in February
1a78 and $132 7 million annually effective in March 1980 including interim
of $56 9 million effective in July 1979 when Greenwood Unit No 1 was placed
into =envice. Effective in November 1980, the MPSC authorized an intenim
annual rate increase of $96.1 million in the Company s pending application
for an increase in rates Rate increases in 1979 and 1980 also include billing
surchanges under the MPSC other operation and maintenance expense
indexing and the system generating availability incentive provisions The
rate increase amounts authorized by the MPSC are based on the respective
test vears governing the Company s rate cases however revenues actually
realized depend upon levels of kilowatthour sales

In 1978 revenues received under the fuel and purchased power adjust-
ment billing clauses were increased by the recovery of 90% of the signifi-
cantly higher fuel and purchased power costs incurred in the first quarter of
1978 as a result of the coal miners strike severe winter weather and
weather-related coal handling problems

During 1979 the Company experienced a 0. 7% reduction in kilowatthour
sales (with industrial sales down 2 1% residential sales down 11% and
commercial sales up 29% due to reduced industrial activity reflecting
slowdowns in automotive and automotive related activities, cooler than
normal weather during the air conditioni: @ season. mild weather affecting
heating sales and customer consenvation

Kilowatthour sales in 1980 decreased 7 2%
14 9% residential sales up 127 and commercial sales up 0 2%
in sales reflects reduced industrial activity. particularly on the part of
automotive and automotive-related manufacturers. with automotive pro.
duction down significantly from 1979 levels. other recessionary conditions
in the Company’s senvice area and continued customer conservation The
increase in residential kilowatthour sales in 1980 reflects an increase in
aher which increased customer

with industrial sales down
The decline

residential customers, Warmer SUmimes w
use of air-conditioners and dehumidifiers and colder fall weather which
increased customer use of furnaces and other heating equipment

Operating Expenses—Operating expenses increased during the three
vears ended December 31, 1980, as did the total cost per kilowatthour sold.

Fuel expense increased during this period due prnimanly to the higher costs
of ail fuels consumed resulting from greater use of higher cust low-sulfur
coals to comply with emvironmental requirements. United Mine Workers
contract wage increases. mine reclamation costs. r nal freight rate increases
other escalations ana significant oil price increeses. Coal consumption at
the Company's eleciric generating plants. as a percentzge of total fuel
consumed. was approximately 82% 86%. and 90% in 1978 1979 and 1980
respectively. and the average cost per ton of coal consumed was $28.52
$33.35 and $37 72 respectively Increased higher cost generation from oil-
fired units was necessary in 1978 due to the coal miners strike. A significant
increase in other power supply expense occurred in 1978 as a result of
severe winter weather the coal miners stiike and higher costs of purchased
power. Other power supply expense decreased in 1979 and 1980. as com-
pared to 1978 due to a reduction in purchased power and increased sales of
energy to other utilities. reflecting increased Company generation and
declines in kilowatthour sales. Other operation expense increased due
primarily to higher labor and emplove benefit costs general inflationary
increases in other costs and accruals for settlements of two cases which
involved claims of emplovment discriminetion (see Note 14 to Consolidated
Financial Statements’ Maintenance expense increased due primarily to
higher labor and material costs and continuing efforts 1o improve the
availability and efficiency of all generating equipment. Depreciation ex-
pense increased as a result of higher composite depreciation rates ap-
proved by the MPSC effective in September 1978 and an increase in depreci-
able property. including Greenwood Unit No 1 which was placed into
service in 1979 Taxes other than income increased due to increased prop-
erty taxes. payroll taxes and the Michigan single business tax. (See Note 7 1o
Consolidated Financial Statements for components of income taxes and a
reconciliation of the federal income tax statuory rate with total income tax
expense | Current income taxes and investment tax credits decreased in
1980 to negative amounts because the Company will report a loss for federal
income tax purposes in 1980 as a result of claiming an abandonment loss for
the costs associated with Greenwood Unit Nos. 2 and 3 isee Note 13 to
Consoiidated Financial Statements: The loss for federal income tax pur-
poses in 1980 will be carried back 1o 1977 and will result in a reduction in the
amount of investment tax credits previously claimed by the Company
Deferred income taxes increased in 1980 due primarily to recording the
deferred tax lability of approximately $25 million related to the Greenwo d
abandonment loss which has been deferred for financial reporting pur-
poses. The $42 million credit adiustment to deferred Michigan income
taxes in each of the three vears ended December 311980 shown in Note 7 to
Consolidated Financial Statements’ will not be recorded in 1981 because
the Company has completed amortization of the accumulated balances of
deferred Michigan .
Costs of Capital—Interest on long-term debt preferred and preference
siock dividend requirements and dividends on common shares outstand-
ing increased due primarily to the issuance of additional securities at higher
interest and dividend rates to finance the Company s continuing capital
expenditure program and. to a lesser extent refunding of maturing security
issues at higher costs of capital Interest on lo v term debt has also in-
creased due to higher interest tates on the $155 million Unsecured Promis-
sory Notes which are adjusted quarterly based on the prime rate. Other
interest expense has increased due primarily to higher levels of short-tern
borrowings at higher interest rates. The average interest rate for short-term
borrowings increased from 8 4% in 1978 10 12.0% in 1979 and 1517 in 1980

Earnings for Common Stock—In light of the foregoing earmings ded lined
for 1978 as the Company experienced lowes than anticipated growth in
kilowatthour sales inadequate and delaved rate increases and higher
operating expenses The improvement in eamings tor 1979 despite lower
kilowatthour sales. was due prnmarily 1o increased operating revenues
resulting from rate increases In 1980 earmings for commaon stoe k increased

came taves as ordered by the MPS(



despite lower kilowatthour sales and increases in operating expenses and
financial costs However, earmings per share declined due to the substantial
increase in the average number of common shares outstanding

Earnings for common stock include AFUDC. a non-operating “wn-cash
item, consisting of the net cost of borrowed funds used for cons.~uction
purposes and a reasonable rate on other funds when so used. A" DC
increased due to increases in the AFUDC rate (in recognition of increasing
costs of capital), additional construction work in progress expenditures and
capitalization of the actual interest expense and commitment fees applica-
ble to the “elle River Project Financing arrangement entered into in Ma
1980 AFUDC amounted to 61%. 61% and 77% of earnings for common s ock
in 1978, 1979 and 1980. respectively. See Note 1 to Consolidated Fina icial
Statements,

Return on average common equity was 9.16%. 991% and 9.39% for 1978,
1979 and 1980, respectively. as compared with the 13.50% return authorized
by the MPSC since May 1977

Consolidated Balance Sheet

Increases in total assets and total liabilities are due primarily to expendi-
tures for and external financing of the Company's continuing capital ex-
penditure program.

Electric plant in service was increased by §381 million in 1979 with a
corresponding decrease in construction work in progress. when Green-
wood Unit No. 1. an oil-fired generating unit. was placed into service
Construction work in progress was decreased by $71 million in 1980 with a
corresponding increase in extraordinary property losses as a result of the
decision not to construct Greenwood Unit Nos. 2 and 3

At December 31. 1980, non-utility property and other deferred debits
included approximately $4 million for St. Clair Energy Corporation ( SCE
and approximately $12 million for Washtenaw Energy Corporation - "WEC |
both of which are wholly-owned subsidiaries of the Company SCE is a 51%
partner in the mining of coal. The partnership discontinued mining oper-
ations in June 1978 and a purchase agreement for certain coal properties
has been rescinded. Legal proceedings in this matter are continuing WEC
has a 79% undivided interest in certain uranium mining claims and leases
Uranium mining operations were terminated in November 1979 due to the
high mining costs encountered. WEC plans to resume mining operations
when the current depressed market price for uranium in “roves and mining
operaiions become economical.

Customer accounts receivable reflect 300 and 352 davs of revenues
outstanding at December 31 1979 and 1980, respectively. Uncollectible
expense increased from $6.8 million in 1978 and 1979 to $8 4 million in 1980
reflecting higher unemployment and recessionary conditions in the Com-
pany s senvice area

Materials and supplies inventories have increased due to longer lead
times on reordering certain stock items, additional spare parts and oper-
ating supplies to  sport the Company s capital expenditure and mainte-
nance programs and higher unit prices reflecting the effects of inflation
Fuelinve ories have increased due to higher inventory quantities of fuel at
higher u 1t prices

TheC  apany'slong-term debt 10 total capitalization ratio increased from
520% at December31. 197910 53 6% at December 311980 reflecting a higher
proportion of external financing through long-term ebt borrowings in
1980 including the Belle River Project Financing arrangement. Common
shareholders’ equity decreased from 35 2% at December 31, 1979 10 33 47 at
December 31, 1980 notwithstanding the issuance of 9572 721 additional
common shares in 1980

Accumulated deferred investment tax credits decreased at December 31
1980 due primanily to the decision not to construct Greenwood Unit Nos 2
and 3 which resulted in a reduction of investment tax credits previously
claimed by the Company

Liguidity and Capital Resources

In the past several vears, the Company s large capital expenditure program

and increased working capital requirements (especially fuel inventories)
and capital costs (interest and dividends) have created increasing cash
needs whicl, have had to be met to a greater degree through external
sources. Internally generated cash flow provided 20% 23% and 15% of capital
expenditures (excluding total AFUDC! in 1978, 1979 and 1980. respectively
with the balance being provided by external financing. Internal cash genera-
tion at the 15% to 20% level is expected to continue during the periods when
the largest expenditures for the Fermi and Belle River power plants are
scheduled. and cash needs for total capital expenditures from 1981 to 1985
are estimated to approximate $3.1 billion (excluding $0 6 billion of AFUDC)
including expenditures expected to average about 20% of annual totals to
meet pollution control regulations. In 1981 the Company expects capital
expenditures lexcluding AFUDC of approximat..., 2712 million and approx-
imately $645 million of external financing (including approximately $265
million under its Belle River project financing arrangement). The sale of
substantial amounts of debt and equity securities. which is dependent
upon receipt of periodic financing authority from the MPSC, will be required
for the Company to meet its short and long range cash needs. When the
Fermi No. 2 and Belle River units are in service. cash flow from operations is
expected to increase

In addition to its continuing needs for long-term debt and equity funds.
short-term borrowings are used as a part of normal day-to-day operations
and to meet interim cash needs for capital projects pending penodic
reduction or repayment through long-term financing At December 21, 1980,
the Company had bank lines of credit aggregating approximately $219
million. Any mate 1al disruption in the securities markets or any other
circumstance the - might significantly delay or restrict the Company s ac-
cess to long-te..n debt or equity financing would increase reliance on
short-term horrowings and. depending on the circumstances. could ad-
versely affect the Company's financial condition, result in delays or suspen-
sion of major construction projects, anc. could in the future adversely affect
senice

The Company plans to carry out a financing program to achieve a ¢ pital
structure objective of approximately 50%-355% long-term dobt. 10%-15% pre-
ferred and preference stock. and 35% common equity. Considering the large
number of common shares that must be sold to achieve and maintain this
ratio, and currently depressed common stock prices. common equity may
remain below the 35% goal over the next several years. When the present
major power plant construction program is completed, external needs for
additional funds are expected to decrease and a common equity ratio above
35%. and a debt ratio closer to 50%. are likely

In order to provide a speci ic source of funds to finance Belle River Unit
No. 1 and the common facdities for Unit No. 2. an $800 million project
financing ~rrangement with a number of banks was completed in 1980
Under this fir.mcing arrangement. funds are drawn down on a monthly
basis as require | for construction. Repavment of the loans including inter-
est and com itment fees which are now being capitalized) will begin not
later than January 1 1985 ai the rate of $50 million per quarter with
refunding expected through sales of General and Refunding Mortgage
Bonds

A portion of capital needs have been met through leases for such equip-
ment as computers. cars. trucks. unit trains, lake vessels and buildings
Nuclear fuel financing of up to $90 million. through an agreement whereby
repavments will Le made as the fuel is consumed. was completed in 1979
The Company has also sold 20% of the capacity of its proposed Fermi plant
to two Michigan cooperatives. with the cooperatives agreeing to bear 20% of
construction costs of that plant

Inflation

The Company's business and operations have been and will continue to be
impacted by a highly inflationary economy See Note 18 to Consolidated
Financial Statements tor information concerning the approximate effects of
inflation on the Company
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The Detroit Edison Company and subsidiary companies

Comparative Results of Operations

=
1980 1979 1978 1977
Operating Revenues
Electric . . .. Flatalad s b ds Anmubimg 5k . $ 1,776364 § 1667 679 $ 1.561.296 $ 1423909
T SR SR, L fatee 7 v 36,150 30832 28546 27,012
Total Operating Revenues .. ... ... : $ 1512514 $ 1698511 $ 1589842 § 1450921
Operating Expenses
Operation expense
Fuel . - Lak % g ¥k gl G el $ 670,116 § 647620 $ 580569 $ 538325
Other power supply .. ........ccooiiiiiinn. 107,767 98.502 158 098 108 648
Other operation expense . ........... .......... 290,566 266,410 235.720 203.300
Maintenance expense . . . R 5 . KX ey 133270 128 600 124 804 110.736
Provision for depreciation 5 KRRy B e gk 141,948 129 644 115325 102,304
Provision for taxes
Taxes, other than income .. .. .. 5 a ik 1:5.520 99,552 91 488 96,597
Current income taxes .............ccccosauns 1307 5063 4671 1334
Deferred income taxes—net ... ... .. e 59,159 40,359 27 980 14,787
Investment tax credit—net .. ... 121830/ 9284 24035 50596
Total Operating Expenses : S $ 1,496,199 $ 1423,034 $ 1,362.990 $ 1226627
Operating Income .. .........ocoovevnirnneos $ 316315 $ 275477 $ 226852 $ 224294
Other Income and Deductions
Allowance for funds used during construction . ... .. $ — $ —_ $ — $ —
Allowance for other funds used during
CONBEIUCHION .« ...iv:vvcinssnrenrins simat o way, o8 38815 38323 32273 23750
Other income and deductions .. . So/ R o 892 3664 2371 4821
Income taxes i b s b 45 EO A - _____ _lee9) 1554 1228 1700/
Total Other Income and Deductions ... .. $ 38838 $ 40433 § 33416 $ 26871
income Before Interest Charges ........... 2 § 355153 $ 315910 $ 260268 § 251165
Interest Charges
Longtermdebt .. .. ...... ... ... s bs A . $ 211857 $ 167585 $ 140288 $ 129078
Amortization of debt discount, premium
and expense ... ... . ] : 1,776 1644 1403 1,339
Other o 19,862 13,823 5298 1,959
Allowance for borrowed funds used
during construction (credit) ... ... .. 373 v _188,708) 43170 ____ 133590 25,726
Net Interest Charges $ 166,587 $ 139881 § 113399 § 106650
Net Income Before Cumulative Effect nf a
Change in Bilung Practice ... Lons x4 . $ 188,566 § 176,029 S 146869 $ 144515
Cumulative effect to October 1, 1973 of
change in billing practice, net of
income taxes of $6 063,000 Fais A . F - R " W e, =
Net Income . R T 7 . $ 188,566 $ 176029 § 146869 $ 144515
Preferred and Preference Stock
Dividend Requirements . ; 5 : _ B1037 43457 38056 34095
Earnings for Common Stock . s $ 137,529 § 132572 $ 108813 $ 110420
Common Shares Outstanding—Average b e rh 78,780 863 69848 484 61898763 55202974
Earnings Per Share i 8 A . $ 1.75 $ 190 $ 176 $ 200
Dividends Declared Per Share of
Common Stock S 1.60 s 160 s 1.52 S 14675
Ratio of Earmings to Fixed Charges
ISEC Basis) ' 1.90 217 228 248
Ratio of Earnings to Fixed Charges
and Preferred and Preference Stock Dividend
1.53 169 1.7 185

Requirements (S E L. Basis)

fal 1975 eami for common stock, eami ¢ share. ratio of earnings to fixed charges, and ratio of earnings to fixed charges and preferred and
pe! K ® I

preference stock dividend requirements will be restated to $59.3 million, $1.23, 1.85 and 145, respectively. if certain deferred fuel cost revenues
are ultimately required to be refunded. See Note 10 of Notes to Consolidated Financial Statements

b Includes eamings per share of $0 14 for cumulative effect to October 1. 1973 of a change in billing practice. net of income taxes

¢! Before cumulative effect to October 1. 1973 of a change in billing practice
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1976

Thousands!

$ 1241883
24284

$ 1.266.167
$ arran
88350
179867
100577
93 875
54234
3467
28,379
4.094

$ 1070074
$ 196,003
$ 49833
1,728

451

$ 52012
$ 248105
$ 124992
1.084
2404

$ 128480
$ 119625
$ 119625
34 589

$  R5036
51277789
s 166
s 145
213

161

1975
$ 1052061
18719
$ 1070780
§ 445437
19464,
160 224
91.253
89240
76.365
389
29785
. 7987
$ 891216
S 179564
| 43 463
2412
11353
S Masu
§ 224088
$ 116267
945
R 420
$ 125632
s 98 454
$ 98 454
26463
s 71991
48 120 898
) 1501a
$ 145
205a
e
1 60a)

1974
$ 88130
17138
§ 898459
$ 342398
12.118)
142789
615816
84 885
74.382
3992
26,187
. (2428)
§ 731903
$ 166,556
s 37.561
5829
____13.280)
$§ 40110
S 206666
§ 102672
618
14124
$ 117414
§ 89252
§ 89252
23759
S 65493
44 922 938
S 146
s 145
zZm
1.59

1973
§ 738216
14 919
$§ 753135
§ 218150
20 830
134,266
56.556
72967
65.720
7194
21968
— 7583
§ 605234
$ 147901
s 36520
2413
1162
$ 3777
$ 185672
$  Bs4@27
455
6.043
$ 91.125
$ 94 547
5585
$ 100132
— i
S 76370
40028797
$ 191
N 145
2.44ic)
1 80ic)

$ 659148
14443

S €73.591

$ 197018
9.985
129,296
52.065
63.532

56636
5348
22 660
7.299

$ 129754

§ 39395

97

1221

$ 39470
169.224

-

§ 70244

394
3434

§ 74072

s 95152

$ 95152

18488
§ 76664

36701834
$ 209

§ 140

206

1971

§ 585324
13 872

$§ 599196

$ 187323
15177)
123691
49877

56 898

53702
3781
13.382
6.793

$ 490270
$§ 108926

§ 26823

523!
331

s 26631
s 135557

$ 58 964

351
1.700

$§ 61015

N 74.542

$§ 74542

13 385
$ 61157

33767 445
$ 181

$ 140

259

202

1970
§ 5188632
10626
§ 529258
$ 145725
5046
114,559
48 687
50076
46,385
16.250
10222
— .58
§ 437533
$§ 91725
$ 16760
1204/
179
$§ 16735
$ 108460
$ 40913
229
4667
$§ 45809
$ 62651
§ 62651
6.105
$__ 56546
30,138 387
s 188
$ 140
292
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The Detroit Edison Company and subsichany npanies

Statistical Review

Operating Revenues (Thousands 1988
Residential—Electn $ 583,701
Commercial—Electn IR2018
Industrial—Electni 658,051
Other 188,734
nal $1.812514
sales (Millions of kWh
Residentia 10,39%
Nerck 6.265
justna 15472
Othe 2104
Tola 34235
Electric Customers (Year End
Residentia 1.6823.162
Comme ial 136,953
Industnal 2293
(Mher 1.750
Total 1.764. 1858
Average Annual Use
Per Residential Customer (kWh 8408
Average Annual Bill Per Residential Customer $359.86
Average Revenue Per KWh
Residential 5.82¢
Commercial 6.10
Industnal 4.25
Capitalization (Thousands
ong-Term Debt $2450A457
ferred/Preference St 5913486
Common Shareholders Equity 1.526.5842
Tota $4.568,645
Capitalization (Percent
Long-Term Debt 53.6
Preferred/Preference Stook 13.0
Common Shareholders Equity 334
Total 100.0
Common Stock Data
Eamings Per Share $1.75
Dividends Paid Per Share s$i.60
Pavout 91%
Shares Outstanding—Average TR, 780,563
Earned Average Commu Equity 9.35%
Book Value Per Share $15.00
Market Price
Hig! 13
v 10
Miscellaneous Financial Data
Average Interest Rate on Long-Term Debdt 9.0%
Average Dividend Rate on Preferred/Prefere € Stock 9.5%
Long-Term Debt Obligations and Redeemable Preferred
and Preference Stock Outstanding T} sands S$2.509 976
Total Assets  Thousands $5.741 656
Gross Utility Plant (Thousands $6.213495
Net Uiility Plant IThousands $5.026245
Capital Expenditures (Thousands $ 644540
Miscellaneous Operating Data
Svste Capabilitv at Year End—MW R234
Svstem Capability at ne of Peak—MW 8531
Svstem Peak Demand 68.703
Resenve Marg at Time 27.3%
system Load Fact 63.1%
Heat Rate—Btu Per kW! 10 140
Fuel Cost Per M B 178.3¢
Number of Emploves at Yea 10.759

s

S

164 90¢

10 38
602




1976 1975 1974 1973 1972 1971 1970

$ 408828 $ 366381 $ 297072 $ 261166 8§ 236957 $ 213724 $ 193,540
254,363 218474 183.732 160 686 145751 132644 124 863
463174 363732 307 353 247 891 215968 184 830 156,357
139 802 122193 110302 83,392 74,913 67998 54 498

$i.266,167 $1070.780 $§ 898459 $ 753135 $ 67350 § 599196 $ 529258

10105 9989 9584 9.748 9.309 8 802 8314
5802 5610 5.590 5907 5513 5.169 5.030
17.253 15.036 16419 17 687 16.224 14,654 13.7¢9
2.168 1784 1819 1852 1,809 . 1.950 2068
35328 32.419 33412 35194 32855 30,575 29178
1.560 669 1.541 981 1.526.562 1499524 1470458 1437720 1410104
118.107 117373 117 648 117.060 116,957 116.098 115677
2018 1971 1.549 1781 1686 1612 1522
1.589 1.546 1524 1435 1.323 1283 1,229
1682 383 1662 831 1647 583 1619800 1.590.424 1.556.713 1.528.532
6518 6514 6.330 6,560 6.400 6183 5931
$26371 $238 80 $196.21 $175.76 $162 91 $15013 $13% 06
4.05¢ 367¢ 3.10¢ 263¢ 2.55¢ 243¢ 2.33¢
438 389 329 270 264 U v 24¢
268 242 187 140 133 1.26 114
$1.681 998 $1.573.077 §$1.542 542 $1.331.700 $1,193 522 $1.094 965 $ 935858
412 699 418312 324 534 324 809 324 895 249778 142,872
1016797 939.593 903980 854 982 __TP3.326 690028 601300
$3.111494 $2 930,982 $2 771,056 $2.511.491 $2.205.013 $2034771 $1.680.030
541 537 557 530 51.7 538 557
132 142 117 130 141 123 85
327 321 326 340 342 B 339 358
100.0 1000 1000 100.0 1000 100.0 1000
$166 $1.50 $146 $191 $2.09 $181 $188
$145 $145 $: 45 $145 $id0 $1.40 140
B7% 97% YY% 76% 7% 7% 75%
51.277.789 48120 398 44 922 938 40,028 797 36.701 834 33.767 445 30138 37
865% 7T 68% 732% 9407 10.57% 936% 9.91%
$1864 $18.92 $1962 $1986 $19.72 $19.16 S188.
15% 14% 18 21% 22% 23% 23%
13 B T 157, 19% 19'% 17'%
78% 75% 74% 69% 63% 62% 59%
4% 83% 73% 73% 73% 7.3% 7.0%

$1793.340 $1.770340 $1.556.535 §1.351485 $1.194 965 $1.095 465 $ 936,358

23857 332 $3 649 940 1450875 $3.052.342 $2.751.248 $2 394 080 $1.954078

$4.209 699 $3.934 752 $1765.369 $3 439667 $3.094.551 $2.717 596 $2.312353

$3.414,558 $3.221932 $3.120 348 $2 840954 $2.536 709 $2.195.019 $1.828 696

$ 297240 § 241186 $ 399918 s 390915 $ 405628 § 423220 § 352412

8 965 8780 8701 7721 6538 6339 6132

8 999 8556 8 689 8536 7110 6970 6317

6613 6467 6614 6935 6 049 5986 5465
361% 32°% 31.4% 23.1% 17.5% 164% 1567
655% 61.8% 621% 62.3% 67.4% 63 7% 66 6%

10250 10.190 10.140 10.150 10.310 10.500 10510
120 8¢ 110.1¢ 89 3¢ 53 5¢ 49 2¢ 45 0c 38 1¢

9.579 9567 10,035 10304 10 902 11.309 11.176
39




The Detroit Edison Company and subsidiary companies

Market for the Company’s Comimion Stock and Related Security Holder Matters

The Company’'s Common Stock is listed only on the New
York Stock Exchange. which is the principal market for such
stock. The following tabie indicates the reported high and
low sales prices of the Company's Common Stock on the
Composite Tape and dividends paid per share for each quar-
terly period during the past two years:

Dividends
__Price Range Paid

Calendar “Juarter High Low  Per Share
1979 First $152 $13'4 $0.38
Second 157" 13% 040
Third 157 13% 040
Foarth 154 124 040
1980 First 13%2 107% 040
Second 13% 1% 040
Third 134 115 040
Fourth 12'% 10 040

At December 31, 1980, 84,032 613 shares of the Company’s
Common Stock were outstanding. These shares were held by
a total of 234 689 shareholders, based upon the number of
record holders as of that date.

The amount of retained earnings of the Company at De-
cember 31, 1980 was $376 3 million, of which $14 million was
restricted under a covenant relating to the Company’s Gen-
eral and Refunding Mortgage Bonds, Series 1, as to payment
of dividends and other distributions. except dividends pay-
able in Common Stock. The amount of future dividends will
depend upon the Company's earnings (which in turn are
dependent, among other things. upon levels of kilowatthour
sales and timely and adequate rate relief), capital require-
ments, financial condition and other factors.

Miscellaneous Corpcrate Data

Corporate Address
Detroit Edison

General Offices

2000 Second Avenue
Detroit, Michigan 48226
Telephone: (313) 237-8000

Independent Accountants
r-ice Waterhouse & Co
200 Renaissance Center
detroit, Michigan 48243

Form 10-K

Copies of Form 10-K, Securities and
Exchange Commission Annual
Report, are available. Requests
should be directed o:

Frank M. Kehoe

Vice President and Secretary

I'he Detroit Edison Company

2000 Second Avenue

Detroit. Michigan 48226

Transfer Agents
Bradford Trust Company
Two Broadway

New York, New York 10004

Charles A Babcock
Ronald 1. Gdowski
irene C. Kata

Frank M. Kehoe

2000 Second Avenue
Detroit. Michigan 48226

40

Registrars of Stock

Bradford Trust Company

T'wo Broadway

New York, New York 10004
(Preferred, Preference and Common!

National Bank of Detroit
611 Woodward Avenue
Detroit, Michigan 48232
(Preferred and Preference

The Detroit Bank and Trust Company
211 West Fort Street

Detroit, Michigan 48231

(Common)

Common Stock

Listed on the New York Stock
Exchange

Unlisted trading on the Boston
Cincinnati. Midwest, and Philadelphia
Stock Exchanges

New York Stock Exchange Symbol
—DTE
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