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Nuclear

CG&E's Zimmer nuclear power station is scheduled to
£0 into commercial operation in 1982, Recent delays in
our construction schedule have come about primarily be-
cause of the effects of the accident at Three Mile Island,
and the resulting requirements for additional construction
work, for a more complex emergency plan, and for
changes in engineering design.

Nuclear power plants have proven that they are capable
of producing large quantities of electric energy at a lower
cost and with a minimum impact on the environment and
public health. The economic and environmental benefits
of nuclear power are well established

The point seems clear to leaders of our scientific and
technical communities, but has not been grasped by the
general public and government policy makers, The unbe-
lievable complexities of governmental regulations, many
of them contradictory, have ballooned the costs and con-
struction times of nuclear power plants.

The major unresolved problems relating to nuclear
power are the reprocessing and storage of nuclear wastes.
These problems are political, not technical. Governmental
indecision alone has delayed the adoption of safe and eco-
nomically feasible methods of dealing with the waste dis-
posal problem

Hard scientific evidence supports our contention that
nuclear power is sate, clean, reliable and economical. It is
a proven technology. In combination with coal, and con-
servation, it can provide the electric energy needed to sus-
tain our standard of living well into the 21st Century.
Communications

Effective communications with our customers has a
high priority on our agenda. We will try to improve our
customers’ understanding that they will have to pay a fair
price for the energy services thev use. Customers should
be informed why utility rates must be adjusted in a more
tmely manner. Rates, based on operating expenses in-
curred in the past, simply are not realistic.

Many special interest groups in our society, without any
legal responsibility to furnish energy, presuime to speak on
the consumers’ behalf, None of them is as close to the
needs and desices of customers as the local utility. Our
public messages point out that we are acting in the con-
sumers’ interest when we plan for the future energy needs
of their community

National

Since the oil embargo of the early 70's, our government
has tried and failed to formulate a coherent national en-
ergy policy to protect our position in world markets and
to shore up our defenses against the economic disaster of
a major energy shortage. Attempts to increase domestic
production of oil and gas, and to encourage the substitu-
tion of coal and uranium, in order to reduce the nation's
dependence on imported oil, have been only partially
successtul.

We will continue to encourage our goveniment to set
rational energy goals, to develop practical energy guide-
lines, and to display the political backbone necessary 1o
implement them. Thie nation desperately needs a balanced
energy program to encourage conservation, to research
and develop promising alternate energy sources, and to
utilize plentiful domestic resources such as coal and
uranium.

You are encouraged to join us in our efferts to com-
municate our concerns about the future of free enterprise
to government leaders. Support political candidates, at all
levels of government, who have demonstrated their
understanding of, and confidence in, the American system.

t

On behalf of the more than 5,000 employees of CG&E,
WE exXpress our sincere appreciation to you, our share-
holders, for your confidence and support. Your replies to
our recent shareholders’ survey contained helpful advice
and welcome support. We plan to share the results of the
sut vey with you in a future mailing,

The management of your Company is prepared to meet
the challenges of the future. We ful'v accept the need to
maintain a greater control over our destiny, io influence
events rather than react to them, to nurture the balanced
judgment necessary to keep problems in perspective, and
1o take advantage of every opportunity to improve our
financial position,

In the following pages, our vice presidents review their
operations during 1980. We hope you will read of their ac-
complishments in operating under a tight budget, and
share our pride in a competent and productive managerial
staff. Their past performance gives us confidence that they
will adapt well to new circumstances and successfully
meet the challenges of the years ahead.

Sincerely,
William H. Dickhoner

Presidenit and
Chigf Executive Officer

1. Iohn Yeager
Chatrnan ¢ the Board

January 23, 1981



Summary

Earnings on Common Shares (000 omitted)

Averaze Number of Common Shares OQutstanding (000 omitted)

Earnings per Common Share
Year End Annual Dividend Rate
Number of Holders of Common Shares
Electric Sales (million Kwh)

Residential

Commercial

Industrial

Other Retail

Total Retail
Other Utilities

Total

Gas Sales (million cu. ft.)
Residential
Commercial
Industrial
Othet

[otal
Electric Net Svstem Peak Load (thousand Kw)

Construction Expenditures (000 omitted )
Gross Plant —Year End (000 omitted)

Earnings and Dividends

Per Common Share

I .u"u}'w Per Share pe ‘

Dividends Declared Per

Shre

=

W

1980

$ 69,183

30,765
2.25
2.04

75,000

- S

5,277
3,333
4,493
1,242
14,345
174
14,519

45,746
21,07
32,390

4,403

103,610
3,154

$ 296,957
$2,499,083

1979

$§ 069824

26,964
$ 259
$ 1.96
»9,000

4822
3182
4,757
1,155
13916

172

14,088

48,213
21837
35029

4 104
110,083
2978

$ 269,298
$2213,749

% Increase
(Decrease)
(.9)
14.1
(13.1)

4.1
87

0 4
4.8
(5.6)
75
3.1
9
a1

(5.1)

(35)

(99)
3

(5.9)
59

10.3

129

source of Revenue 1980

Other

Industrial

Commercial

Residential

EECOC

OIN)

$5 (mitlions)

10%

Gas

Electric
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radhological monitoring
equipment. It is much more
likely that warning sirens
and radio alert systems
would be utilized more for
naiural disasters, such as
tornadoes, than {or a nu-
clear emergency There-
fore, it would appear to be
more equitable to have the
costs shared by the com-
munities involved, rather
than have them borne
completely by our
shareholders and electric
customers. We are confi-
dert that a satisfactory
agreement with govern-
ment officials will be
reached soon.

Because of sharply rising
costs, and increasingly
more complex regulatory
requirements, Our €xisting
generating plants are in-
creasing in their relative
value to our system. There-
fore, we are accelerating
our efforts to prolong the
efficient operating lives of
our older installations
through upgrading both
equipment and personnel
Well trained, dedicated
people are essential to the
efficient and reliable opera-
tion of our generating
plants. This valuable re-
source is being increasingly
recognized: and to that end,
a significant effort is being
expended in retraining and
developing technical,
operating, and maintenance
personnel. Both classroom
and hands-on training pro-
grams have been instituted
and have been paving divi-
dends

New environmental pro-
tection facilities for existing
units include opaciry
monittors for several of the
stacks and {lue gas condi-
toning agents, where re-
quired to improve the per-
formance of electrostatic
precipitators in the collec-
rion of parucles from the
boiler flue gas. We have also

5

developed new ash storage
basins, and accelerated the
search for additional foca-
“ions which are environ-
mentally acceptable for the
disposal of this material

The first unit of East Bend
Station, located in Kentucky,
1s scheduled for commer-
cial operation in March,
1981. CG&E owns 69% of
this 600 megawatt coal-fired
steam generating unit, and
therefore will have 414
megawatts of new capacity
added to our system.

East Bend 1s the first
geNerator i our system
constructed with a “scn b-
ber"” to remove sulfur
dioxide from the exit flue
gases. The “scrubber” and
other pollution control de-
vices cost $121 million, or
32% of the total construc-
tion cost of the unit

Coal is used for 99% of
our electric production,
and will continue to be our
major fuel even after the
Zimmer Nuclear Station
begins operating in 1982

Cost of fuel continues to
escalate. Over the past five
vears, fuel cost per kilowart
hour has increased 55%,
and we expect the cost of
fuel to continue to increase
in the future. Our average
cost of coal has risen from
$3006atonto $34.72aton
during 1980

Price increases are due to
increased mining and
transportation costs, and a
government mandate to
meet applicable emission
standards which has forced
CG&E to use higher priced
low sulfur content coal in
several of our units. CG&E
is fortunate to be located

along the Ohio River, in
close proximity to Appalach-
ian coal fields Barge
transport keeps our hauling
costs at a minimum. Despite
this natural geographic ad-
vantage, our coal costs will
continue to rise.

In anticipation of a possi-
ble strike by United Mine
Workers (UMW) at the end
of their curremt contract in
March, 1981, CG&E has
built up its coul pilesto a
90-day supply from the
normal 60-day inventory.
The last strike by the UMW
in 1978 lasted a record 111
days

In order to help reduce
our nation’s reliance on
foreign oil, we have con-
tinued to cut down the
propertion of oil used in
electric generation. In 1980,
oil accounted for less than
1% of generating fuel, down
from 4% in 1977

Lost of Coal Per Ton




Electric Operations
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ture outages caused by tree
contacts, CG&E has ex
panded an already ambi

HOuUS tree trimming pro
gram. We spent $3.5 million
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more than $4 million in

1981 on trimming back

necessary to insure the re
liability of our distribution
system
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System Capability and Peak Load

some of which began in
1973, were completed this
year, after the resolution of
many complex environ
mental and regulatory 1s
sues, and problems of
right-of-way acquisition

In our continuing evalua
tion of alternate forms of
energy production, we are
assisting several customers
with the installation of
wind-powered generators
Funded by the Department
of Energy/the National
\cronautic Space Adminis
tration, the installations are
designed to test the practi
cability of wind-powered
electric generators within
Our service areas

The rising costs of all
torms ol energy has prompt
ed several inquiries from
ur customers about
wind-generation. Through
our cooperative ettorts, the
Company will obtain much

iseful information on the




impact of such devices on
our distribution system, and
enable us to give better ad
VICE 1O Oour customers on
such installations

Mzjor components of a
new Power Management
System (PMS ) were com
pleted on schedule. The
PMS is comprised of six
computers and 73 remote
substation controllers, and
should be in full operation
early in 1981. The n¢ a sys
tem will reduce our fuel
costs to the practic al
minimum and improve the
reliability of our electric
power system

Numerous power system
studlies, using improved
computer techniques, were
made in 1980, All computer
tasks are now assigned
through remote control
terminal equipment, reduc
ing the time required to as
semble detailed input in
formation. OQutput can also
be returned to the terminal
for quick review of the pro
gram results. The use of the
terminal, and the new pro
grams implemented in
1980, will improve effi
ciency in planning for the
needed expansion of out
transmission system

Better forecasting of de-
mand and energy has been
assured by the completion
in early 1980 of 4 new com
puter system. Programs
have been designed to for
mat and print all the tables
required for the annual
“Electric Sales and Load
Forecast.” The automation
of this primary informa
tional booklet will help to
insure the accuracy, consis
tency and timeliness of this
iriportant planning tool

System Capability and Peak Load Forecast
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System Peak
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As a result of this rule,
CG&E, early in 1980, re-
quested the PUCO to au-
thorize recovery of previ-
ously unrecovered gas costs
amounting to approxi-
mately $12.6 million. At De-
cember 31, 1980, $6.6 mil-
lon of that amount had
been billed to customers
and is included in Deferred
Credits in the accompany-
ing Dalance Sheet. On re-
ceipt of the PUCO order
covering this request, ap-
propriate portions of these
contingent gas revenues
will be reflected in income
or refunded to customers.

A comprehensive load
research program has been
established to determine
how and when customers
use our electric service,
The information is required
by PURPA, in order to en-
courage ( 1) conservation of
energy, (2) the highest pos-
sible efficiency in the use of
tacilities and resources, and
(4)equitable rates. To ac-
complish these purposes,
state regulatory Commis-
sions must consider and de-
termine the appropriate-
ness of numerous rate-
making stand-irds. Among

11

the standards to be consid-
ered are time-of-day
(T-O-D) rates, seasonal
rates, cost of service, load
management techniques,
elimination of declining,
block rates, and interrupti-
ble rates.

CG&E has compiled a
massive body of informa-
tion for use in hearings on
the PURPA standacds. We
have completed a load
study based on usage by
re<idential electric ¢ stom-
ers, and are now conduct-
ing a study of usage by
smaller commercial cus-
tomers. Because large
commercial and industrial
users have more sophisti-
cated metering installations,
thev are included in our
on-going studies by exami-
nation of usage information
from customer billing re-
cords.

During 1980, CG&E
completed a residential
T-O-D rate experiment in-
volving 150 customers,
Each customer was encour-
aged, through lower rates,
to use electricity during
off-peak hours. Preliminary
results show that the T-O-D
rate structure is not pre-
terred by our customers. We
are conducting a cost-
benefit analvsis to deter-
mine the effect of the rate
on both the customer and
the Company. Our prelimi-
nary conclusion is that, al-
though customers did re-
spond to the price differen-
tial, the costs to both the
customer and to CG&E are
greater than the benefits.

We are making a cost-
benefit analysis of the re-
sults of a residential electric
air conditioning interrupt
study, which was completed
prior to the T-O-D experi-

ment. The study involved
the periodic cycling of
some customers’ air condi-
tioning compressors by
remote radio control dur-
ing times of high system
peak loads. In return, the
selected customers were
given a discount on their
bills.

Early results indicate that,
while the mechanics of the
interrupt system are effec-
tive, the total amount of de-
ferrable load would depend
on the number of partici-
pants, and the actual
amount of the customer
load swhich is deferrable.
The amount of the deferra-
ble load will have a direct
bearing on the cost-benefit
analysis of this project. Final
determination of the feasi-
bility of the T-O-D and
interrupt studies will be
made in 1981.

The increasing degree of
governmental incursion in
the regulatory process
under PURPA, and the grow-
ing number of intervenors
in our rate cases, will re-
quire a continuing expan-
sion of our rate and eco-
nomic research efforts.




Gas Operations

Gas Supply Projected

Total gas sales in 1980
were 103.6 million Mcf
5.9% less than sales in 1979
Residential sales were
down 5.1%; commercial
sales down 3.5%; and indus

trial sales were off 9.9%

from 1979. The primary
reason for the decrease in
gas usage was the economic
recession which attected
industrial activity within
OUr service ared

A contributing factor to
the decreased gas sales was
conservation by our custom
ers. Since 1973, our res
idential and commercial
customers have reduced
their use of gas for space
heating by approximately
17%. In the tace of cor
stantly rising prices, we ex
pect this trend to continue
but at a slower rate

Our largest gas customer
in Kentucky, Interlake Steel
closed its N rthern Ken
tucky operations and re
quested cancellation of its
Special Gas Service Con
tract etfective August 1
1980. There is no indication
at this time when or if the
plant will resume opera
tons. Although Interlake
Of out

accounted tor 10

gas sales in Kentucky, it

"(‘}"!'2‘\(‘!:’&'&1 onlv 1% of
the sales of CG&E s total
system in 1979
System-wide gas Mct
Ire projected to grow
at an average annual rate of
2.1'% over the next five
vears

We installed 54 miles of
new gas distribution mains
and added 4,100 gas cus
tomers to our lines in 1980
Upon the improvement in
gas supply in 1979, state
regulatory commissions
of Ohio and Kentucky ap
proved the additnon of new
customers, and increased
SEervice to existing custom
ers, except new botler loads
in excess of 300,000 cubic
feet a day. In July, 1980, our
Indiana subsidiary was
granted authority to accept
new customers whose
premises weve adjacent to
existing mains, and who
did not require more than
50,000 cubic feet a day

New building construc

ton 1IN Greater Cincinnat:

Purchased Gas Costs Projected Per Mcf

[0 s

was at a4 very low level dur
ing 1980, Most of our new

gas customers installed gas
service into existing build
ings previously heated by
oil. Based on the current
cost differential, we esti
mate the average residential
customer who changes
from oil to gas for space
heating will save more than
$600 a vear

Columbia Gas System
Inc., which supplies CG&E
with most of its gas supply
will be able to furnish us
with all our gas require
ments during the next ten
vears, including the neces
sary amount for winters up
to 10% colder than normal
We expect a steadily in
creasing suppiy of gas an
nually over the next ten
vears. No gas will be avail
abie for new boiler loads in
excess of 300,000 cubic feet
(8 H

The price we must pay
for gas will continue to in
crease. Onr suppliers fore
cast that our cost of natural
gas in 1990 will be 312

times the 1980 level

s—
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Despite the general
downturn of the economy
in 1980, plans for industrial
and commercial expansion
in Our area remain vigor

Nair-residential con

OLS
struction contracts let in
Greater Cincinnati during
1980 totaled $340 million
compared with $428 mil
lion last vear
Construction in the

downtown Cincinnati area
accounted for most of the

dollars expended. The $80
million First National Bank
Center on Fountain Square
will be completed in early
1981. The complex includes
a 26-story oftice tower,

in which First National will
be the major tenant, oc-
cupying 38% of the office
space; a 450-room Weatern
International Hotel, and
retail stores. A $20 million

renovation of the City's
historic Union Terminal
created a mini-mai with a
variety of retail stores and a
restaurant, Atrium 1, a $30
million multi-tenant office
building, with Cincinnati
Bell as the major tenant
will be ready for occupancy
in the summer of 1981
Foreign industrial in
vestments in the area in
1980 included a $2 million
expansion of the Yamazaki
Machine Works, Lid. in
Northern Kentucky

Comparative City Rates — Gas

(US. Department of Labor, Bureau of Labor Statistics — November 1980)
Figures reflect the average price paid by

residential customers for 10,000 cubic feet of

gas in November 1980
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Comparative City Rates — Electric
(LS. Department of Labor, Bureau of Labor Statistics — November 1980)

Figures reflect the average price paid by
residential customers for 500 Kilowatt hours of

electricity in Movember 1980
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Management's Discussion and Analysis of
Finanvial Condition and Results of Operations

Operating Expenses

}

Interest Charges

¢

1981 Earnings

“ |




Consolidated Statement of Income

far the years ended December 31,

The Cincinnati Gas & Electric Company
And Subsidiary Companies

(Thousands of Dollars) 1980

OPERATING REVENUES

EASEITAT . . bl e T dins s 0 A e L o LA VNG Sy o § gl ) Bl
Gas o o it 1 T e VT . a2 (A emgifh B o o e T e ) 2 By ST s A g
Tnal OPErating PEVEIUES « ..« . .. sy iesomss v e ennsinsaha i

OPE! ATING EXPENSES

T T R AR s I ST S B R e
Fuel used in electric production ... .......... ..o N vir T ¥ Sl
EOIAEE CONEIIRDN 0 3\ s i rach oo s e 9k Iy s e R e e N
RARIBEBRERBDE &) 55 ln s o il etk ok e e ot e e i A g St o
Provision for SeprecltION . . .« s s s ok Sares s e o4 as 4400 aliie s
Taxes other than income taxes (Schedule on page 23) ................
Income taxes (Schedule onpage 23) .. ... ... ..o iiiiii

Total OPerating XPeNSES . . .. ... c.vh s uarmmicuram s st s

EPERATING FNEADNEE o 1% oo e o W Tha o G 14018 8 e T e S A w0 3R

OTHER INCOME AND DEDUCTIONS

Allowance for other funds used during construction (Note 1) ........ ..
Income taxes — credit (Schedule on page 23 and Note 1) . ............
RO e B 1 L i o ot e g P e e e i s e

Total other income and deductions . .......... v ovieienneon .
INCOME SEFORE INTEREST CHAKGES . ... ici v ivinvevimnmessbnns

INTEREST CHARGES

Interest on longterm debt .. ... ... I e M e 1O

i e e T e el TN e e Al

Amortization of debt discount, premium and expense .. ... ...
Allowance for barrowed funds used during construction — credit(Note 1) .. ..
Net dnterest ChATBeS . . . . ... ouevvnnrnannraesnianesnssianssors

NETUMECIME. 1o o & o ioade gi-doai el T 2okt d 1 et B Lo BNk | U P s
Preferred dividends . ...... ... T et R L e Lty

EARNINGS ON COMMON SHARES .. ... .. ccoiiveaisionnnains

AVERAGE NUMBER OF COMMON SHARES OUTSTANDING (000 omitted) ..

EARNINGS PER COMMON SHARE . .. (... cvoverviainonumae e et
DIVIDENDS DECLARED PER COMMON SHARE ... ... .....0.oo00n,

$599,142
355,893

955,035

280,168
234,938
109,877
65,131
52,740
65,542
36,942

845,338
109,697

31,051
10,264
2187
43,502

153,199

73,484
3,529

59
(13.854)
63,218
89,981
20,798
$ 69,183

30,765
$ 225
$ 2.04

1979

$518,916
306910
_ 825826

232,055
216,279
83,673
50,337
49711
59,941
21,442

713,438
112,388

19.218
(442)
1056

19832

132220

61,052
2977

20
_(17577)
46472
85,748
15924
$ 69824

26,964
$ 259
$ 196

1978

$493,323
279,353
772676

199,309
194,126
92,896
43,822
47,693
55,139

50,133

1,200

27
_(11,332)

40,118

77,732

15924

24,253
$§ 254
$ 1.90

17 The accompanying notes are an integral part of the financial statemeni< and schedules



Consolidated Statement of Sources of Funds for Construction Expenditures

for the years ended December 31

(Thousands of Dollars) 1980 9"9
SOURCES OF FUNDS
Operations
L T TN B R D B I $ BO9B1  § 85748

Non-cash provisions de<ucted in arriving at net income

Deferred gas ~osts—net .. .. R G S AT AT S0 g (2,820) -
BT e e e s e s 52,740 49,711
Deferred income (axes—net 155 16T S AR A ot 15 i P 8 et s e 3,904 150
Investment tax credits —nel . .. .. . 20,438 2479
Total allowance for funds used during u)nstrucu(m ............. _(44,905)  (36,795)
Funds provided by operations .............. ... ... ... .. .... 119,338 123,533
Less — Dividends declared on common shares ... ........ .. ... ... . 63,583 52,964
Dividends declared on preferred shares . .................. ... . .. 20,798 15924
Net Funds provided by operations . ... ........... ... ......... 34957 54645
Financing
Common shares
B T 1 i R g ety ety = = LI T ) 54,825 —
Dividend Reinvestment and Stock Purchase Plan ... ......... ..., .. 3,359 2,210
Emplovee Incentive Thrift Plan ... ... .. s R R o T i A 4,667 3,885
Employee Stock Ownership Plan ... ........ ot irinnesn 5,895 2859
Cumulative preferred shares . .. . ............................. i 50,000 -
Firstmongage bonds . ... ... .. e 100,000 100,000
Other long-term debt .. ... ... ... T i s Reerie B, AL Tl 5,149 48,109
Repayment of longtermdebt .. ... ... .. ... ... .. ... ... ... ... ... 611) (5.545)
Increase (decrease) in short-term debt—net ... ... . .. v snesaveys - KRS 53708
Funds provided by financing ... ............. ... ... ... ....... 215,211 205,223
Other Sources of Funds — net
Decrease (increase) in net current assets
(excluding short-term debt and temporary investments) . .. ..... .. .. (141) (43,389)
Decrease (increase) in temporary investments ... ................... 300 2,666
Refunds from gas suppliers received (distributed)—net .. . .. A ) (6,493) 12,100
Other—net .. . .. - TS M TR e Koty By e ol e R __ 838 125
Funds provided tmm Other SOUrCeS . ......vivviiiinneinaennas 1,884  (27365)
Total Funds for Construction from above Sources ... ........... ..... Ly 252,052 232,503
Total Allowance for Funds used during Construction . .. .................. 44905 36795
CONSTRUCTION EXPENDITURES . .. .. ..ot < 5296,257  $269,298

9"8

$ 77,732

47,693
1,105
15,248
_(22575)
119203
46,639

55,300
707
2,163
2,582

85,000

8
(15,507)

17073

147326

(21,580)
(2,966)
4,470
&l
(19665)

184,301
22575
_$206876

18 The accompanying notes are an integral part of the financial statements and schedules



Consolidated Balance Sheet

December 31, 1980 and 1979

The Cincinnati Gas & Electric Company

And Subsidiary Corvpanies

(Thousands of Dollars) 1980 1979
ASSETS
PROPERTY. PLANT AND EQUIPMENT, at original cost (Notes 2, 7 and 8)
In service —
Electric ...... T s e SR S R G S Rt RS  b L UE  y $1,457,684 §1370612
GAE ... inins L e e R RS o A P b b e e SR 229,511 211,841
Common e et 1 B B o R P A Y 38328 36,331
1,725,320 1618784
Less — Accumulated provisions for depreciation ... ... .o oo ee i 829,209 484906
Net property, plant and equipment in Service .. ... oo 1,196,111 1133878
Construction Work in ProOBIeSS . . . .. .. uvv v ireaoniaiiaihis i innarsseenateins 773763 594965
1,969,874 172843
OTHER PROPERTY AND INVESTMENTS . .. ...ttt it B G
CURRENT ASSETS
Cash (NoteB) . ... coiewiinnis R GO B S R e i 5,698 6,199
Shoft-termn INVESHIEINE. AL COBE. 5 bt e 1k b bsi aa b Lais e n il 68 i o/ 4 oo (0 3,8 s — 300
Construction funds (pollution control) held in escrow . . . .. I 2,514 21,475
Accounts receivable, less accumulated provision of $2, 81000() in
1980 and $2.307,000 in 1979 for doubtful accounts . . ... ... iny 99,502 81,256
Materials. supplies and fuel, at average cost —
Fuel for use in electric pmducnnn ........................................ 74,785 51,696
Other ...... . et en, AR I R W e 31,081 26,637
Taxes lppll(.lhlt to suhscquenl RORD o L L et e TRy e sl e i Yo s 33,479 28,739
Prepavments .. . ... UL AT T e o DAY WLt i s T 26,595 22,632
21 ri, BLPCLREF N Lt L AR~ Uik W] R WL 0 337 288
273991 239222
OTHER ASSETS . .. TP AT I o mar e AT T I 8901 3943
$2 2621268 $1, 980 835
LIABILITIES AND SHAREHOLDERS' EQUITY el TH R
CAPITALIZATION (Schedules on pages 21 and 22)
Common Sharehalders’ SQUIY . . . . .o vacrinmndvnnin s covinseled abnnen s rasaaan $ 628,138 § 556504
Cumulative preferred shares (Note 4)—
Not subject to mandatory redemption .. . ... ... e e 200,000 200,000
Subject to mandatory redemption .. ... ..c.c.va i ir e s 50,000 —
Long-term debt (Note 2) I N T 8 oy e 0B g s w1 g b ok 948,864  B46,0652
1,827,002 1,603,156
CURRENT LIABILITIES e
Current portion of bonds R IR A S SRRNY (ORI LR -1 B - - U T X 1,450 58
Notes payable (Note 6)—bank .. .......c..oiieiv i, T ALY 22,800 25,290
—commercial paper ............ et TRl et P R 45,790 51,350
B e L NN B ol s R o e TR B w1y P ey 518 554
Accounts payabie . . . MO R RTINS B e - E PR, B 85,565 75,446
Dividends payabie on common A AT T . T R e Vol A e o 16,055 13,347
Dividends payable on preferred shares s e g e S Ao e F e ol K 5,256 3,981
Accrued taxes . ... . B . o T L] g e T Ot b OO B, . AT Ty o2 60,846 45,589
Accrued interest on dcht ................. R VO Ty P P Wy g 2 T R 14,295 13,214
Other current and accrued liabilsties . . .. ... vi vt e 17,582 13094
270 157 2-%1 923
DEFERRED CREDITS AND OTHER ' ’
Deferred {nCOME BXBS . . . v v i vt s e ad s h e e PPEAL, o et e g ‘ 38,190 31,249
Investment tax credits . .. .. EA] Lt I S TR T T | e 106,695 86,257
Other liabilities and deferred credits ok 20,224 18250
165,109 135756
$2,262,268 $198C835

1 9 The accompanying notes are an integral part of the financial statements and schedules



Consolidated Statement of Changes in Shareholders’ Equity

for the vears ended December 31,

(Thousands of Dollars) 1980 1979 1978
COMMON SHARES
Balance, beginning of vear . ....... ... ... $231,48¢  $227392  $201,450
$8.50 par value of 4,241,124, 481403 and 3,051,996
shares sold in 1980, 1979 and 1978, respectively .. ...... ... ... oo 36,049 4092 25942
Balance, end of year .............. o b e e e o O R $267,533  $23! 184 8227392
PREMIUM ON COMMON SHARES
Balance, beginning of year . ........................ R e $144,93¢  $140068  $105,258
Premium on sale of common shares .. ........... .. ... .. e e i e S 32697 4862 34810
Balance, end of year ................ R RT3 T A Ak e T $177,627  $144930  $140,068
RETAINED EARNINGS
Balance, beginning Of YeAr .. .. ...t iiii i i e e $190930 $174070  $158901
) R g o Tl 0 HLPT b s 89 981 85,748 77,732
Cash dividends declared on capitai shares —
Cumulative preferred (See page 21 for rates) .. ... .. PPN Pl , (20,798) (15,924) (15,924)
Common (See page 17 for rates) . ........... .. v, (63,583)  (52964)  (46,639)
Balance, end of year .. ... .. T R A e e T g an S $196,530  $190930  $174,070
CAPITAL STOCK EXPENSE
Balance, beginning of year . .. ............ .. A N .. $10840 $ 10715 $§ B760
Common SIOCK EXPENSE . . ...ttt 2,050 125 1,955
Preferred StOCKk @XDONSS . .. ..\ v vt ihiinmnis it ke ks e 662 @ - -
Balance, end of year ..... .. .. R, DO e e e s TR ... $ 13552 § 10840 $ 10715
CUMULATIVE PREFERRED SHARE>
Balance, beginning of year ... ... ... gt EE ke s P R WL $200,000  $200,000  $200,000
Sale of 500,000 shares in 1980 .................. Ll i & S ke o e 56000 @@0- @ -
Balance, end of year .. ... .. .. o' s [ e R ) Py $250,000  $200,000  $200,000

20 The accompanying notes are an integral part of the financial statements and schedales



Schedule of Shareholders’ Equity The Cincinnati Gas & Electric Company

December 31, 1980 and 1979 And Subsidicry Companies
e
(Thousands of Dollars) 1930 1979
COMMON SHAREHOLDERS' EQUITY
Common shares, par value $8.50 per share (Note 3)—
Authorized — 40,000,000 shares
Outstanding — 31,474,523 and 27,233,399 shares, respectively ..................... $267,533  $231484
Premium on common shares . ... ...........co0e0n. R TS AT et IR RO T PO 177,627 144,930
TR T e G SRR TN I S Y Eri S el Cic Dy RS S S Dk e b 196,530 190,930
e T AR P RPN O Sy Sl AN SN A P B i SR (13,552)  (10840)
Total common shareholders’ equity ... ... ... o i $628,138  $550,504
CUMULATIVE PREFERRED SHARES, par value $100 per share (Note 4)—
Authorized — 3,000,000 shares
Outstanding — not subject to mandatory redemption
4% series — 270,000 shares (redeemable, upon call, at $108) . ...... ............... $ 27,000 $§ 27,000
4%% series — 130,000 shares (redeemable, upon call, at $101) .. ................... 13,000 13,000
9.30% series— 350,000 shares (redeemable, upon call,
prior to July 1, 1985 at $105; reduced amounts thereafter) . ..................... 35,000 35.000
7.44% series — 400,000 shares (redeemable, upon call,
prior to April 1, 1982 at $105; reduced amounts thereafter) .. .................... 40,000 40,000
9.28% series — 400,000 shares (redeemable, upon call,
prior to Julv 1, 1984 at $106; reduced amounts thereafter) . ... ................. .. 40,000 40,000
0.52% series — 450,000 shares (redeemable, upon call,
prior to January 1, 1986 at $106; reduced amounts thereafter) .. .................. 45000 45000

/200,000 200,000
Outstanding — subject to mandatory redemption
10.20% series — 500,000 shares (redeemable, upon call,

prior to January 1, 1985 at $110.20; reduced amounts thereafter) ................. 50,000 -

Total cumulative prefecred shares .. ..o 0o s it cnsasa s i s 355(1,000 620—0(;()()

21 The accompanying notes are an integral part of the financial statements and schedules



Schedule of Long-Term Debt

December 31, 1980 and 1979

{1 lx)us.mds of Dollars: 1000 19"9
The Cincinnati Gas & Electric Company
First morigage bonds —
314 % series duw 1982 s ey $ 20,000 $ 20000
3% % series due 1983 R R R S R : 20,000 20.000
448 % series due 1987 . ) . . 25,000 25,000
5 % series due 1990 ", . i A L 30,000 30,000
43 % senes due 1992 . o : e . Ny ot 25,000 25,000
5% % series due 1997 . . ‘ . 30,000 30,000
738 % series due 1999 ey . o el 50,000 50,000
858 % series due 2000 : . , . o 60,000 60.000
M % series due 2001 o , Sk 60,000 60,000
88 % series due 2003 ; i : 60,000 60,000
9.15% series due 2004 Al ) _ ; N , 60,000 60.000
985 % series due 2008 . b e Ry 60,000 60000
B.55% series due 2006 , ; . it 5,000 75,000
Ols % series due 2008 : MRS . dn 75,000 75,000
10 % senes due 2000 . : Sl 100,000 100,000
12 % series due 2010 at ; v PO e A 100,000 -

850,000 750.000
Notes pavable —

4% due through 1985 ! v : b A 1,890 2303

6%712% due through 1984 i S 76 126
Other long-term debt —

6.70% due 1997 through 2006 . . . : . : 10,000 10,000

710% due 2004 . 10,500 10,500

7.20% due 2005 through 2009 . ; . . e 37.500 37500

8%2 % due 2000 . : : - B ' R

914 966 810429

The Union Light, Heat and Power Company
First morgage bonds —

338 % senes due 1981 \ . ] : 1.400 1400

3ls % series due 1984 . . . o = 1.500 1.500

5 % series due 1989 a 6,100 6,100

4% % series due 1993 -y . 6,500 6500

B % series due 2003 : . . 10,000 10,000

9% % series due 2008 10000 10000
35,500 35,500

Less 33%% series due 1981 v : 1,400 -
34,100 35500

Other Subsidiary Companies’ Debt : , e e 468 440
Unamortized premium and discount (net) . ‘ __®™ 2
Tota! longterm debt Ehea . $948.864  $m40652

22 The accompanving notes are an integral part of the financal stmements and schedules



Schedule of Taxes The Cincinnati Gas & Electric Company

for the vears ended December 31 And Subsidiary Compxirries
{Thousands of Dollars) 1980 1979 1978

['AX};\ ()THEK THA,\ l\COVﬂ' 'EAXE‘\
o S PR NET TR R A AT L 1 <t T $ 32,304 $ 28396 $ 26702
Public Utility Gross Rewnpt.s A T o s e ety il & LA A 27,010 25904 23,608
Payroll .. ... . A i, : A S PRSI e . SRR e 4,356 3850 3283
Other ieals S AR e € T S O L C S 1,872 1,791 1,546

$ 65,542 ) SS‘.93"1 _L5_5_1—3_9

INCOME TAXES
Included in operating expenses —

Currently payable . . ... ... .. Ly o e PR S i . 8% 9231 § (6708) § 14693
Deterred — net
Accelerated aMOTTIZAEON . . . .. v it et cts et s s s (4€2) (563) (716)
Liberalized depreciation . .......... ool A D R R 7 i 6 A 4,109 1,061 985
CONNZENt BAS FEVENUES . . . ... ..o\ eom ittt ieiieins . (3,036) - -
EONReE S - o i i o o e 3,293 (348) B33
Investment tax credits —Net .. .......................... ceneianwt _ RSNY 28,000 17,501
I R OGN [P [ e ek 36942 21442 33299
Included in uther income «nd deductions —
Currently payable . . . ........... S BT e o S A T (10 ™18) 489 b
Deferred — net A e e TR B B e S i T e e (46) 47 4
o B e T e B S (10,264) 442 38
Total provision .. . o e e L A i $ 26,678 § 21884 § 33337
Analysis of provision
Federal income taxes .. ... ... ....... ... i, $ 26023 821269 8 32804
State income taxes . ....... ....... e e LIV o e e sk 655 615 - 533

$ 26678 § 2.884 $ 3333

COMPUTATION OF FEDERAL INCOME TAX PROVISION

R S N B e M e S S e ... $116,004  $107017  $110536
Tax at statutory Federal income tax rate applied to pre-tax income .. . .. .. $53362 49228 3 53.05"

Reductions in Federal income taxes re<ulting from —
Allowance for funds used during construction

which does not constitute taxable income .. ..... .. ........... - (20,657) (16,926) (10.836)
Excess of tax depreciation over book depreciation . ... ... ... .. ... (3,244) (5.885) (7.077)
Cost of removal for property retired . ........ ... ... .. e n e s 3 (1,061) (1,190) (B66)
Amortization of investment tax credits . ..... . ... ... ... B S 3 o T Mk 1,777 (1,503) (1,386)
Other—net .. .............. Tt ] b e SR M Ak e T e e - S - e R o P

Federal income tax provision . .. ...... s Sl £t $ 26023 $ 21269 § 32804

23 The accompanying notes are an integral part of the financial statements and schedules.



Notes to Consolidated Financial Statements
The Cincinnati Gas & Flecric Company
And Subswdtcary Compxaries

(1) Summary of Significant Accounting Policies:
CG&E and its subsidiaries follow the Uniform Systems of Accounts prescribed by the Federal Energy Regulatory Com-
mission ( FERC). The more significant accounting policies are summarized below:

Principles of Consolidation. All subsidiaries of CG&E are included in the consolidated statements. Intercompany items
and transactions have been eliminated.

Lnlity Plart. Property, plant and equipment is stated at the original cost of construction, which includes payroll and re-
lated costs such as taxes, pensions and other fringe benefits, general and administrative costs, and an allowance for funds
used during construction.

Revenues and Fuel Revenues are included in income as billed to customers on a cycle basis. The companies charge to
expense the cost of fuel used to generate electricity as it is consumed and prior to 1980 the cost of gas as it was pur-
chased. Effective in January 1980, The Public Utilities Commission of Ohio (PUCO) implemented a rule which changed
the manner in which CG&E applies the purchased gas adjustment clause. In conjunction with this change, CG&E began
expersing gas costs as recovered through revenue and deferring the portion of gas costs recoverable or refundable in
future periods

Depreciation and Maintenance. The companies determine their provision for depreciation using the straight-line
method and by the application of rates to various classes of property, plant and equipment. The rates are based on
peniodic studies of the estimated service lives of the properties. The percentages of the annual orovisions for de-
preciation to the weighted average of depreciable property during the three years ended December 31, 1980,
were equivalent to: i

1980 1979 1978
Electric ; \ 33 34 34
Grts . 29 29 29
Commaon 23 22 23

All expenditures tor maintenance and repairs of units of property, including renewails of minor items, are charged to
the appropriate maintenance expense accounts. A betterment or replacement of a unit of property is accounted for as
an addition and retirement of property, plant and equipment. At the time of such a retirement, the accumulated provi-
ston for depreciation is charged with the original cost of the property retired #nd also for the net cost of removal.

Income Taxes. For income tax purposes, CG&E and its subsidiaries use liberalized depreciation methods including ADR
depreciation and cost of removal deductions. In February 1980, pursuant to a PUCO electric rate order, CG&E began
providing for income tax deferrals resulting from the difference between liberalized tax depreciation and straight-line
(guideline lives) tax depreciation for property additions from October 1978 forward. CG&E does not provide for in-
come tax deferrals resulting from the use of liberalized depreciation methods for property additions prior to October
1978 in accordance with an order of the PUCO. Based on a decision of the Supreme Court of Ohio, CG&E will be
allowed to collect through future rates the income taxes payable in the future as a result of currently using liberalized
depreciation methods for pre-October 1978 property additions. CG&E and its subsidiaries provide for deferred taxes
arising from the use of liberalized depreciation for operations regulated by utility commissions other than the PUCO

In January 1980, pursuant to a PUCO electric rate order, CG&E began allocating the tax benefits associated with
borrowed funds used during construction to other income and deductions rather than as a reduction in income taxes
included in operating expenses.

Investment tax credits are deferred and amortized over the estimated useful lives of the applicable properties.

24



Retirement Income Plan. CG&E and its subsidiaries have a trusteed non-contributory retirement income plan covering
substantially all regular emplovees. The otal accrued pension expense, including administrative expense, for 1980, 1979
and 1978 was $6.300,000, $5,310,000 and $4,600,000, respectively, which includes amortization of the unfunded actuarial
liability over periods ranging from 15 to 40 vears. The companies make annual contributions to the plan equai to the
amounts accrued for pension expense (exclusive of administrative expenses which are paid directly by the companies )
Accumulated plan benefits and plan net assets are as follows:

January 1, 1981
( Thousands )
Actuarial present value of accumulated plan benefits ( based on salary rates
and vears of service at present time and does not include the additional
actuarial liability for future service and salary (ncreases ).
Nonvested g ] : : 5,000
3 2-3000
Net assets at market value available for benefits . ; i nssiow

The assumed rate of return woed in determining the actuarial present value of accumulated plan benefits as of
January 1, 1981 was 7.5%.

Allowance for Funds Used During Construction. The applicable regulatory uniform systems of accounts define
“allowance for funds used during construction” (AFC) as including “the net cost for the period of construction of
borrowed funds used for construction purposes and a reasonable rate on other funds when so used.” This amount of
AFC constitutes an actual cost of construction and, under established regulatory rate practices, a return on and recovery
of such costs heretofore has been permitted ir determining the rates charged for utility <ervices. AFC was accrued at an
annua! pre-tax rate of 742% for 1978 and 8Y4%. for 1979, and at a net-of-tax rate of 8%4% compounded semi-annually for
1980.

(2) Long-Term Debt:

Under the terms of the respective mortgage indentures securing first my “tgage bonds issued by CG&E and its sub-
sidiaries, substantially all property is subject to a direct first mortgage lien, except that a portion of CG&E's headquarters
property is pledged as collateral for a purchase-money 4% note payable in installments through 1985,

Improvement and sinking fund provisions contained in the indentures applicable to the First Mortgage Bonds of
CG&E and Union Light, except CG&E's 12% Series due 2010, require deposits with the Trustee, on or before April 30
of each vear, of amounts in cash and/or principal amounts of Londs equal to 1% ($7.855.000) of the principal amount
of bonds of the applicable series originally outstanding less certain designated retirements.

In licu of such cash deposits or delivery of bonds and as perinitted under the terms of the indentures, the companies
have been following and plan to continue the practice of pledging unfunded property additions to the extent of 16633%
of the annual sinking fund requirements.

The amount of maturities of Notes Pavable during the next five years will be approximately $520,000 in 1981,
$480.000 in 1982, $470.000 in 1983, and $1.030,000 in 1984. First Mortgage Bonds of either CG&E or Union Light will
muature as follows: $1.4 million in 1981. $20 million in 1982, $20 million in 1983; and $1.5 miliion in 1984. The annual
sinking fund requirements with respect to the First Morigage Bon-s of Lawrenceburg Gas are approximately $50,000
in 1981 through 1985 The amounts due during the 12 months after the balance sheet date are reflected in Current
Liabilities in the accompanying Balance Sheet.

(3) Common Stock:
CG&E issved authorized but previously unissued shares of Common Stock pursuant to three plans as follows:
Shares Reserved
Shares Issued for Issuance at
1980 1979 December 31, 1980
Dividend Reinvestment and Stock Purchase Plan 208,510 121550 1.535.785
Emplovee Incentive Thrift Plan 286,228 2%315 202 65%
Emplovee Stock Ownership Plan 346,389 151 24= 687 034
MLM s e

Reference is niade to “Finance™ herein for information concerning the proposed sale of additional common stock on
or about January 28, 1981
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(%) Cumulative Preferred Stock — Subject to Mandatory Redemption (Redeemable Preferred Stock ):

On January 15, 1981, CG&E sold through Underwriters 300,000 shares of Cumulative Preferred Stock, 12.52% Series

$100 Par Value. The proceeds from the sale were used to repay a portion of CG&E's short-term indebtedness incurred in
connection with its construction program. Under a restriction imposed by CG&E's Articles of Incorporation wnich re-
quires consolidated income (as defined) 1o be at least 1%2 times the sum of annual interest charges on consolidated debt
and annual dividend requirements on Preferred Stock, CG&E would have been able to issue approximately 140,000
addiuonal shares of Preferred Stock on January 15, 1981,

The Cumulative Preferred Stock, 10.20% Series and 12.52% Series are subject to mandatory redemptior in an amournt
sufficient to retire on each January 1, beginning in 1985 and 1987, respectively, 1¢,000 shares and 9,000 shares, respec-
tively, at $100 per share plus accrued dividends, and CG&E will have the noncumulative option to redeem up to a like
amount of additional shares in each year. CG&E will have the option to satisfy the mandatory redemption requirement
in whole or in part by creditng shares of the applicable series acquired by CG&E. To the extent CG&E does not «atisfy
its mandatory sinking fund obligation in any vear such obligation must be satisfied in the succeeding year or vears. If
CG&E 1s in arrcars in the redemption of either series pursuant to the mandatory sinking fund requirements, CG&E shall
not purchase or otherwise acquire for value, or pay dividends on, Common Stock.

(5) Rates:
Reference is made to"Rates and Economic Research” herein with respect to electric and gas rate matters.

(6) Compensating Bank Balances and Notes Payable:

Substantially all of the cash balances of CG&E and its subsidiaries are maintained to comipensate the respective banks for
banking services and to obtain lines of credit; however, no specific amounts have been designated as compensating bal-
ances and CG&E and its subsidiaries have the right of withdrawal of such funds. Unused lines of credit under agree-
ments in effect at December 31, 1980, wotaled $20 million. The maximum amount of outstanding short-term notes pay-
able, including commercial paper, authorized by CG&E's Board of Directors and approved by the PUCO to be incurred
at any time in 1981 is $100 million and, in addition, FERC authorized Union Light o issue a maximum of $10 million of
short-term notes payable through December 31, 1982,

(7) Common Ownership of Electric Utility Plant:

CG&E, Columbus and Southern Ohio Electric Company, and The Dayton Power and Light Company (DPL) have con-
structed or have made commitments for the construction of electric generating units and related transmission facilities
on varying common ownership bases as set forth below:

CG&E's share at December 31, 1980

& e _' phsiatlasssl bl
owned by and Equipment, Provisions for Work in

(Thousands of Dollars )

Producton
Miami Fort Generating Station {Units 7 and 8) 64 $165,272 $22377 $ 2350
W Beckjord Generating Station (Unit 6) 374 § 28897 $ 539 $ 23
IM Stuart Generating Station 39 $184 518 $34.352 $ 6831
Conesville Generating Station (Unit 4) 40 § 53222 $14.170 8 73
Wm H Zsmmer Nuclear Power Statior: (Unit 1) 40 $ - $ - $334.260 (¢)
East Bend Generating Station (Units 1 and 2) 69 (d) $ 14093 $} - $247 656
Killen Generating Station 33 s - 5 - $107.782 (e)

Transmission VArOus $ 55514 $ 8374 $ 1809

(i) The ¢ onsolidated Sratement of Income reflects CG&E's portion of all operating costs associated with the commonly owned facilities

(b) Each participant must provide funds for its share of the construction project

(¢} Excludes cost of nuclear fuel

(d) In September 1980, CG&E announced plans to increase its interest in Unit 1 from 69% 0 75%

(¢) Includes $8.5 million related to the cancelled second Unit. Reference is made 1o “Electric Production and Engineering Services™ herein
CO&E and DPL are studying various options available with regard to existing contracts covering certain components for the Unit, If the
contracts are cancelled, additional costs will be incurred. CG&E believes these costs will not result in any material adverse effect on its
financial condition or results of operations



{8) Commitments:

The companies estimate that their construction programs will require expenditures of approximately $1.1 billion during
the period 1981 through 1985, Reference is made to Note 7 above and “Electric Production and Engineering Services”
herein for further information.

CG&E owns 9% of the common stock of Ohio Valley Electric Corporation (OVEC; which has a long-term contract to
supply power to the Department of Energy (DOE). The proceeds from the sales of pover by OVEC are to be sufficient to
meet all of its costs, including amortization of debt capital. As of December 31, 1980, debt capital of approximatel, »4
million remains to be amortized over a period ending 1981. CG&E and other sponsoring utilities are entitled to receive,
and are obligated to pay for the right to receive, anv available power from OVEC's facilities not required by DOE;
CG&E's portion of available OVEC capacity is 99

(9) Quarterty Financial Data (Thousands ):

Average
Number of
Total Earnings on Common Earnings per
Operating Operating Net Com mon Shares Common
Quarter Ended Revenues Income Income Shares Outstanding Share
March 31, 1979 $265 396 $ 41,509 /35218 $31237 26,796 $1.16
June 30, 1979 179,237 24,909 18,345 14,364 26,868 53
September 30, 1979 168,758 25,697 19,008 15,027 26996 55
December 31, 1979 . 212435 20273 13177 919 27,197 33
$825826  $112388  $85748 _ $69,824 (@
March 31, 1980 $304,210 $ 36246 $33.221 $28,192 29583 $ 95
June 30, 1980 205,610 22348 17,590 12334 30,839 40
September 30, (980 208,948 30,091 24,071 18,815 31219 60
December 31, 1980 236267 21012 15099 9842 31418 3
$955035  $1096v7  $899B1  _$69.183 @
(a) Total does not equal annual earnings per share due to change in shaies outstanding
(10) Financial Information By Business Segments (Thousands of Dollars):
Operating Operating Income Frovision for Construction
Revenues Inceme Taxes Depreciation (a)
Year Ended December 31, 1978
Electric $493323 $ 87316 21,659 $41.486 $199,065
Gas 279353 19076 11640 5207 )
Toual 8772676 $106392 _$33299 _$47693 $206.343
Year Ended December 31, 1979
Electric $518,916 $ 95258 $14319 $43.358 $256,771
Gas : 306910 _ 17130 7123 6353 12701
Tl 825826 _$112.388 21442 _$49711 _$269.502
Year Ended December 31, 1980
Electric $599.142 $ 95735 $31.283 $46,019 $276,655
Gas 355893 13962 5659 6721 19834
Total $955.035 _$109,69 $36,942 $52.740 $296 489

{a) Excludes construction expenditures for non-utility plant of $533.000 in 1978, ${204,000) in 1979, and $468,000 in 1980

Years Ended December 31

1978

1980 o .
Property, Plant and Fquipment, net —
Electric $1,808,530 $1,580,541 $1.308364
Gas 161,344 . 148302 142,271
1,969 874 1,728,843 1,510,635
Other Corporate Assets 292,394 251992 208,638
Total Assets $2,262.268 §1,980835 $1719273

(11) Supplemental Information Concerning the Effects of Inflation (Unaudited):

The estimates of the effects of inflation on the opet ations of («3&E and its subsidiaries, as set forth below, were pre-
pared on the basis prescribed by the Financial Accounting Standards Board (FASB) Statement No. 33, “Financial Report-
ing and Changing Prices” This Statement requires adjustments to historical costs to estimate the effects that general infla-
tion, “Constant Dollar,” and changes in specific prices, “Current Cost,” have had on the Company’s results of operations.
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This cata is not i:tended as a substitute for earnings r 2ported on a historical cost basis. It offers some perspective of the
approximate effects of inflation rather than a precise measurement of these effects.

Statement of Income Adjusted for Changing Prices
For the Year Ended December 31, 1980

Constant Dollar Current Cost

Conventional Average Average
Historical Cost 1980 Dollars 1980 Dollars
(Thousands of Dollars)
Total operating revenues PR $955.035 § 955035 § 955035
Gas purchased : 3 280,168 280,168 280,168
Fuel used in electric production ks 234938 234938 234938
Provision for depreciation . 52,740 109,115 118,139
Other operating expenses ‘ 240,550 240,550 240,550
Income taxes . d 36,942 36,942 36942
Total other income and deductions : . . (43,502) (43 502) (43.502)
Net interest charges . F b 63218 63218 63218
_B65.054 921429 930453

Net income ; ! 89 981 33.606 24,582
Preferred dividends | 20798 20798 20,798
Earnings on common shares i o , $ 69,183 $ 12808(a) § 3784
Increase in specific prices (current cost) of property. plant

and equipment held during the vear (b) . : § 303.404
Reduction to net recoverable cost . $(162,187) (37.941)
Effect of increase in general price level (418,626)
Excess of increase in general price level over increase in

specific prices, after reduction to net recoverable cost (153,163)
Gain from decline in purchasing power of net amounts owed . 148759 _148759
Net ) ; (13,428) $ (4404)

() Including the reduction to net recoverable cost. the earnings on common shares on a constant dollar basis
would have been $(149,379,000) for 1980

(b) At December 31, 1980, current cost of property, plant and equipment, net ot accumulated depreciation,
was $3,798 136,000 while hustorical cost was $1,969 574,000

Five Year Comparison of Selected Supplementary
Financial Data Adjusted for Effects of Changing Prices
Fr-p 1 Years Ended December 31
1980 1979 1978 1977 1976

(Thousards of Average 1980 Dollars, Ex;p‘ as Specified)
Total operating revenues

Actual $955,035 $525 826 $772.676 $659 866 $547.133
Adjusted o average 1980 dollars $955,035 $937 846 $976,324 $938 446 $792.300
Constant dollar information
Earnings on common shares $ 12,808 $ 29078
Earnings per common share $ 41 $ 108
Net assets at vear end at net recoverable cost ' $599 487 $598 436
Current cost information
Earnings on common shares $ 3,784 $ 14361
Earnings per common share . $ A2 $ 53
Excess of increase in general price level over increase in
specific prices, afier reduction 1o net recoverable cost $153,163 $163.014
Net assets at vear end at net recoverable cost ‘ $599 487 $59K 436
General information
Gain from decline in purchasing power of net amounts owed $148,759 $151,288
Cash dividends declared per common share
Actual $ 204 $ 19 $ 1% $ 1M $ 164
Adjusted to averzge 1980 dollars $ 204 $ 223 $ 240 3} 243 $ ¥
Market price per common share at year end
Actual $ 15.250 $ 16625 $ 20000 $ 23125 $ 22875
Adjusted to average 1980 dollars $ 14554 $ 17854 $ 24337 $ 30.680 $ 32403
Average consumer price index (1980 projected ) \ 2469 2174 1954 1815 1705

Property, Plant and Equipment (Plant) Estimated plant primarily consisting of plant in service and construction work in
progress, was determined i constant dollars by applyving the Consumer Price Index for All Urban Consumers to the his-
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torical cost of plant. The current cost estimates were determined by applying the Handy-Whitman Index of Public Utility
Construction Costs to plant accounts. Current cost is an estimate of the cost of currently repli ing existing plant. The
resulting adjusted data for plant under either of the above methods is not indicative of the Company’s future capital re-
quirements because the actual replacement of existing plant will take place over many years and is not likely to be a
reproduction of presently existing plant.

The difference between current cost and' the constant dollar data results from specific prices of plant increasing at a
rate different from the rate of general inflation.

Accumudated Depreciation. The accumulated provisions for depreciation under both of the methods described above
were developed by applying the same percentage relationship that existed between gross plant and accumulated provi-
sion for depreciaton on a historical cost basis to the respective adjusted plant data.

Depreciation Expense. Depreciation expense for both methods was determ’ned by applying the Company’s deprecia-
tion rates to the respective indexed plant amounts.

Witiedoun of Property, Plant and Equipm.u to Net Recoverable Cost. The » egulatory process limits the Company to
the vecovery of the historical cost of plar cindws rates. Therefore, any excess o the value of plant stated in constant dollars
or current co-* nust be reduced to the net recoverable cost, which is historical cost. The amount of this excess that oc-
curred in the carrent yvear is reflected 25 a writedown of plant to net recoverable cost.

Gain from the Decline in Purchasing Power of Net Amounts Owed. The Company, by holding assets such as cash, re-
ceivables, and inventory, loses purchasing power during periods of inflation because the amount of cash received in the
future for these items will purchase less. Conversely, by holding monetary liabilities, primarily long-term debt, the Com-
pany benefits because the payment in the future will be made with dollars having less purciiasing power. The Company
has significant amounts of long-term debt outstanding which will be paid back in dollars having less purchasing power
and therefore, for purposes of these calculations, has a net “gain” from holding monetary liabilities in excess of mone-
tary assets.

Other Items. As permitted by FASB Statement No. 33, items in the income statement, other than depreciation expense,
were not adjusted. The cost of fuel used in electric production and gas purchased were not adjusted because the effect
on earnings on common shares was not material due to the relatively short turnover period.

The regulatory process limits the amount of depreciation expense included in the Company’s revenue allowance and
the amount of plant in rate base to the original cost investment. Such amounts produce cash flows which are inadequate
to replace such property in the future or preserve the purchasing power of common equity capital previously invested.
While this effect is partially mitigated by the benefit derived from holding long-term debt and preferred stock, the Com-
pany has a net purchasing power loss in 1980 which is experienced by the common shareholder and can only be over-
come as a result of adequate rate relief. However, the Company expects that it wili be able to establish rates which will
cover the increased costs of new plant,

Auditors’ Report
To the Shareholders of The Cincinnati Gas & Electric Company:

We have examined the consolidated balance sheet and schedules of shareholders’ equity and long-term debt of THE
CINCINNATI GAS & ELECTRIC COMPANY (an Ohio corporation) and its subsidiary companies as of December 31, 1979,
and December 31, 1980, and the related consclidated statements of income, changes in shareholders’ equity, and
sources of funds for construction expenditures and schedule of taxes for each of the three years in the period ended
December 31, 1980, Our examinations were made in accordance with generally accepted auditing standards and,
accordingly, included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances

In our opinion, the accompanying consolidated financial statements and schedules referred to above present fairly the
financial position of The Cincinnati Gas & Electric Company and its subsidiary companies as of December 31, 1979, and
December 31, 1980, and the results of their operations and their sources of funds for construction expenditures for each
of the three vears in the period ended December 31, 1980, in conformity with generally accepted accounting principles
applied on a consistent basis.

Arthur Andersen & Co.
Cincinnati, Ohio,
January 23, 1981
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Consolidated Statistics: 1970-1980

s
i ! PR L A, 1980 1979
GENERAL E.arnmg,s on common shares ($000 ommed ) s 4 B e T 69,183 69824
Average number of common shares outstanding (000 omitted) ............ 30,765 26,964
Earnings per common share ($) .. ..........cocoivvan.. o F i e e 2.25 259
Cash dividends declared per common Bhare (B) .. ... vw it i ; 2.04 1.96
Pay out ratio (%) . . . .. e o (i B e 90.7 78.7
T()ula.ssel.ﬂ(ﬂ)OOummed) ST 15 R i e b e b 1,980,835
Construction expenditures ($000 ommea) ............... R 296,957 269,298
Plant retirements ($000 omitted) ... .. ... ... Cie 10,943 13,802
l.ung -term dcbt .md redeemahle preferrt:d stock ($000 ominted) ... .... " 998,864 846,652
Electric revenues ($000 amined)
ELECTRIC Resiclential .. ................ e TR e A e e PR [ 222,952 186,216
DEPARTMENT Commercial e e 2 o e B 8 i s AR S A a4 et A 157,551 135,705
SOCOREIRl (. e e L L R e 159,051 146,490
All other I e e e e L e e N ot et 59588 50505
L e O e IS o L R 599,!42 518916
Electric sales (million kwh)
Residential . . . . e AT e I L, il A S PR ST = 5277 4822
Commercial ............. LRI b ) 3,333 3,182
Industrial . ... ... ... . - APy e e 4,493 4757
All other . . : el e Y Eiial, Kikim o5 7 3 v e b s L 1,327
Toal sales ... S e 14,519 14088
Number of customers Decemhcr - | GOSN SR S Contay 591,459 583,195
Average annual sales per residential customer (kwh) S A T iy 9,994 9,303
Electricity generated — net (million kwh) . ..., ... v AR R 14,664 14879
Electricity purchased and interchanged — net (million kwh) .. ... ...... ... 942 240
Total available (million kwh) . ... ... ... ... ... ... (s s i 15606 15,119
KW capability at 12/31 —net (thousand kw) . R Ry 3,807 3,880
System peak load —net (thousand kw) . . .. ‘ SR T e B 3,154 2978
Fuel cost per kwh generated (cents) b e Tt ; 1.602 1.454
Btu per kwh sendouw , Ay . R 10,364 10,409
Load tdunr—clecmc i g DAL o o ] | i 56.2 578
Gas revenues ($000 ommtd)
GAS Residential . . e =g e, e el s 166,271 143,657
DEPARTMENT Commercial o il e M She bR 72,462 61,166
industrial Lt B el : Tr LA T 100,383 89,250
All other o, L7 0L NIRRT I
Total revenue . . . . : 2 i} 355,893 306910
Gas sales (million cu. ft)
Residential . : . bk e TR R ) 45,746 48213
Commercial . . 1! kil sy ; . 21,071 21,837
Industrial . e Ll e L R L Aol » 32,390 35,929
All other , : o Mol o Y 4403 4104
Total sales .. A 1 s, 103,610 110083
Annual degree days—billing ........ ... . ey BT 5.686 5,669
Number of customers December 31 ... .. ... L 365,313 361,190
Average annual sales per residential customer (thous.md cu. fi ) . A 140 149
Gas purchased (million cu. ft.) ., i T A e : 106,541 111,890
Gas produced (million cu. ft.) : ; e Te s (ke B ¢ T
Total available (millioa cu. ft) s QR ks L 106 555 111918
System maximum day sendout (millio: cu. ft) . .. R AT e , 736 747
Average cost per Mcf purchased (cents) , R WL e s 263.0 2074
Mean temperature on maximum day (°F) ; : g b - 10 13
Load factor -~ gas i < : S 395 410

(&) See Note 10 to the Consolidated Financial Statements for additional financial information by business segments
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61.8(14
24,253
254
190
748

1719273

206876
R371
698,9’-4

180,476
129,402
136903
16542

493323

4728
3,069
4517
1.254

13568

570,536
9328

14,196
332

14528

3.800
2,835
1.383
10,555

584

137,440
58,010
72,756
11147

279353

50312
22,589
32,004
3,147
108,652
6,145
155

109,753
36

109,789

H03
i816
1
374

The Cincinnati Gas & Electric Comparty
Comparies

19"’ 1976 1975 1974 1973 1972 1971 1970

60, 191 38,639 38,097 35,736 42,241 40,108 327 33 687
21,450 21,000 20,233 18,700 18,700 17,000 16,001 15,502
280 1.84 1.88 191 225 235 204 217

1.79 164 1.64 164 164 1.58 156 151%
639 89.1 B7.2 859 729 672 765 69.4
1537614 1442918 1,304,551 1,191,566 1,061,279 973,598 B77.686 759,280
154,231 133 828 142 294 136,578 126,004 113,500 141,710 107,658
20,042 26,632 14,825 11,806 17,953 10,139 15,496 6,209
618,8"6 644,333 560,753 501,936 487793 416,746 417212 357 382
161,531 132,093 125,887 100 899 89 097 81,155 74976 67,501
120,399 91,534 83,786 69,758 61,109 53,981 47 824 41877
123,721 94,748 53,188 73,151 59870 53,788 47,988 41822
44531 34,044 31.649 29,707 21439 19174 17,208 15.041
450,182 352419 324510 273515 231515 208098 187 996 166,241
4,569 4,068 3,969 3574 3510 3,228 3,042 2,808
3,057 2873 2,755 2,644 2632 2,398 2,209 2,124
4,487 4,295 3938 4334 4373 4,118 3926 3,722
1312 1,193 1,178 1319 1059 961 910 858
13425 12429 11,840 11871 11574 10,705 10,087 9512
560.5"1 555,91 5 344 494 533,079 521,833 510324 499,797 491,676
9.149 8251 8,183 7551 7.574 7117 5,836 6,406
13,848 13247 12,352 11.886 11,830 10,936 9,899 8814
386 R | SHRY 899 684 685 1,001 1,520
14434 13436 12828 12785 12514 11,621 10,900 10334
3 480 3,492 3,739 3482 3,254 2,934 2,461 2,146
2841 2,598 2511 2402 2439 2,243 2,093 2,011
1172 1034 944 761 EE 411 382 319
10,500 10252 10.183 10,262 10,024 10,178 10,308 10,667
578 554 58.1 5.3 58.2 55.8 593 58.6
"23082 94,778 76,038 63,567 54,745 57,736 51,528 47435
50,105 40381 32322 27478 23 256 23783 20,481 18,454
56.856 49321 37369 40,161 30,716 27 805 25,734 20,782
9641 10237 9629 11365 8989 8613 8633 8717
239684 194714 155358 142571 117706 117937 10637 95388
48 769 50,156 48527 50,201 30.137 55,182 53,044 51,646
21,238 22902 22356 24,114 24072 26,047 24,463 23269
27 465 33823 31,423 47 687 47474 47945 47 641 40,185
3484 5536 6150 12353 11,138 10912 13587 16955
100956 112417 108466 134355 132821 140086 138,735 132,056
5,749 5,360 4,712 5.034 4725 5,362 4,928 5,094
363275 366,288 367 427 369,329 370,441 366,277 361,661 356,745
149 152 147 151 152 169 165 163
100,352 115,723 110,216 134,485 134 350 142,026 137907 132,705
_ 138 T e 20 135 S0 661 2431
101,705 115800 110216 134505 134485 142566 138,568 135,136
832 770 720 767 781 900 RE4 BR6
1678 12158 106.1 711 56.2 63.2 499 436
-17 6 16 20 14 -5 6 -2
335 411 419 480 472 433 430 418



Executive Officers

William H. Dickhoner
President and
Chief Executive Officer

B. John Yeager
Chairman of the Board
Earl A Borgmann
Senior Vice-President
Engineering Services and
Electric Production
William H. Zimmer, Jr.
Senior Vice-President
Finance

Donald R. Blum
Secretary

Arthur R. Ehrnschwender
Vice-President
Administrative Services

C. Robert Everman
Treasurer

R. Gregory Graham
Vice-President
Customer Relations
Paul W. Herking
Vice-President

Gas Operations

William J. Moran
General Counsel

Jackson H. Randolph
Vice- President
Rates and Economic Research

Milton L. Van Schoik

Controller

Robert P Wiwi
Vice-President
Electric Operations

Organizational Changes

Mr. George C. Juilfs was elected to our Board of Directors

in April, 1980. Mr. Juilfs is President and Chief Executive

Officer, Senco Products, Inc., Cincinnati manufacturer and

distributcr of fastening systems.

At the April, 1980 organization meeting of the Board,

following the Annual Meeting of Shareholders, William H.
Zimmer, Jr. was elected Senior Vice-President — Finance,
Mr. Zimmer formerly served as Vice-President — Finance.
The Board also appointed Daniel R Herche and William L.

Sheafer as Assistant Controllers.

Board of Directors

Neil A. Armstrong (2)(5)
Chairman,

Cardwell International Lid.,
Lebanon, Ohio

William Beckett (1) (4)
Retired President,

The Beckett Paper Company,
Hamilton, Ohio

Elmer R Best (2)(3)

Retired President,

The Union Central Life
Insurance Company, Cincinnati

Oliver W. Birckhead (3)4)
President and Chief

Executive Officer,

The Central Bancorporation, Inc
and Chairman of the Board and
Chief Executive Officer,

The Central Trust Company, NA.,
Cincinnati

Sanford M. Brooks (1)(5)
Chairman of the Board and
Chief Executive Officer,

Xtek, Inc., Cincinnati

William H. Dickhoner (1)(3)

(6) President and Chief Executive
Officer, CG&E

lames P Herring (4)
retired Chairman of the Board,
The Kroger Co., Cincinnati

Harry Holiday, Jr. (1)(5)
Chief Executive Officer,
Armco Inc., Middletown, Ohio
George C. Juilfs (2)
President and Chief Executive
Officer, Senco Products, Inc.,
Cincinnati

William N. Liggett (3)(4)
Chairman of the Board and
Chief Executive Officer, First
National Cincinnati Corporation
and The First Mational Bank of
Cincinnati

Donald I. Lowry (4)(5)
Senior Vice-President,

The Procter & Gamble Company,
Cincinnati

Jane L. Rees, PivD. (5)
Professor and Chair of the
Department of Home Economics
and Consumer Sciences, Miami
University, Oxford, Ohio

William 8. Rowe (1)(3)
Chairman of the Board,

Fifth Third Bancorp and

The Fifth Third Bank. Cincinnati

Richard E. Wagner (4)(5)
Former President, and
Consultant, Pepsi-Cola Bottling
Company of Cincinnati

B. John Yeager (1)
Chairman of the Board,
CG&E

(1) Member of Executive
Committee

(2) Member of Committee on
Audit

(3) Member of Finance
Committee

(4) Member of Management
Compensation Committee

(5) Member of Nominating
Committee

(6) Ex-officio member of all
standing committees
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The Cincinnati Gas & Electric Company
139 East Fourth Street, Cincinnati, Ohio 45202

Telephone 513-381-2000

Shareholders’
Inquiries

“ommunications regarding
stock transfer requirements
or lost certificates may be
directed to either Stock
Transfer Agent. All com
munications regarding a
Shareholder’s account, div
idends ard changes of ad
dress should be directed to
T'he Cincinnati Gas & Elec-
tric Company, Attention
Corporate Department,

PO. Box 960, Cincinnati
Ohio 45201

SEC Form 10-K
to be Available

A copy of CG&E's annual
report on SEC Form 10-K
will be available, without
charge, on or about Aprii 1,
1981 to each holder of
common shares upon writ
ten request to C. Robert
Everman, Treasurer,

PO. Box 960, Cincinnati,
Ohio 45201
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Public Accountants
Arthur Andersen & Co
4. 5 Walnut Street
Cincinnati, Ohio 45202

Trustee for Bonds and Interest
Paying Age: it

lrving Trust Company

One Wall Street

New York, NY 10015

Preferred Shares Listed on
New York and
Cincinnati Stock Exchanges

Common Shares Listed on
New York, Cincinnati, Midwest
and Pacific Stock Exchanges

Iransier Agents and Registrars for
Common Shares

The First National Bank of

Cincinnati, PO. Box 2058

Cincinnati, Ohio 45201

Manufacturers Hanover Trust Company

Four New York Plaza

New York, NY 10015

Transfer Agents for Preferred Shares
T'he First National Bank of
Cincinnati, PO. Box 2058
Cincinnati, Ohio 45201

Manufacturers Hanover Trust Company
Four New York Plaza
New York, NY 10015

Registrars for Preferred Shares
The Central Trust Company, N.A
Fifth and Main Streets
Cincinnati, Ohio 45202
Morgan Guaranty Trust Company
f New York, 30 West Broadway
New York, NY 10015

Administrator of Dividend
Reinvestaent and Stock
Purchase Plan
I'ne Central Trust Company, NA
Corporate Trust, PO. Box 1198
Cincinnati, Ohio 45201



