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" Financial Report

Management's Discussion and Analysis

Reference is made to the Financial Statements,
related Notes to Financial Statements, Selected
Financial Data and Selected Statistics for information
concerning financial condition and results of
operations. The factors having significant impact
upon financial condition and results of operations
since January 1, 1988 are discussed below

Liguidity and Capita! Resources

Regulatory Matters

1989 Rate Order

The March 30, 1989 rate order from the Hlinois
Commerce Commission (1CC) rejected the Com
pany’s November 1987 proposal for a ten-year rate
moderation plan, and granted instead a onc-time
increase of $60.5 million, or 69%, that became
effective April 4, 1989 This order also included
various disaliowances of Clinton Power Station
(Clinton )-related costs and found approximately
$2 3 billion { 72.8%) of the reasonable Clinton costs
to be not “used and uscful” and denied & common
equity return thereon

The Company, believing that certain of the
1CC's conclusions in the rate order were contrary (o
the law and the evidence in the case, appealed the
order to the Hlinois Appellate Court, Third District
Other parties also appealed. In February 1991, the
Appellate Court issued its decision. The Appellate
Court reversed the portion of the order which had
found 72.8% of Clinton not “used and useful,” and
remanded this portion of the order to the CC o
determine whether and/or what portion of Clinton
is "used and usetul” based on established pre- 1986
standards. The Court also reversed the portion of
the order which had denied the Company recovery
of a common equity return on deferred Clinton
post-construction costs after January 1, 1988
However, the Court affirmed the order with respect
to the 1CC's determination that a portion of the cost
of Clinton was “unreasonable cost” and should not
be included in rate base

Following the March 1989 rate order, and after
consultation with legal counsel, management be-
lieved there was a reasonable possibility of reversing
various aspects of the order through the appeals
process. The Company, however, recorded a loss in
the first quarter of 1989 of $§346 million, net of
income taxes, or $4.61 per share. Further, as a result
of the recent Appellate Court decision, the
Company recorded ar additional loss in the fourth
quarter of 1990 of $137 million, net of income taxes,
or $1.82 per share. The losses recorded in both
1990 and 1989 reflect, in total. the 1CC's disallo-
wance of Clinton “unreasonable costs” from rate

base in the March 1989 order and affirmed by the
Appellate Court, which was offset in part by the
Court's decision regarding approximately $102
million deferred common equity return

The Company aiticipates that the 1CC and
other parties will appeal the Appellate Court's
determinations on the “used and useful” and
deferred Clinton post-construction common equity
return issues as well as on several other issues which
the other parties had raised in their appeals. In
connection with any such appeal, the Company
would seek review of the Appellate Court's af
firmance of the 1CCs “unreasonable cost” disal
lowance. Any appeals to the Supreme Coudt will stay
the remand to the 1CC I the Supreme Court affirms
the Appellate Court decision in all respects, the case
will be remanded to the 1CC for further proceed
ings. At that time the Company would seek inclusion
of the entire reasonable cost of Clinton n rate base,
would seek rate recovery of the previously  dis
allowed common equity return on deferred post-
construction costs over the remaining life of Clinton
(approximately $102 million ), and would propose a
rate recovery mechanism addressed to the foregone
common equity return on the portion of Clinton
which the Commission had found not “used and
useful” (approximately $149 million at December
A1, 1990) Each month that the Company is not
earning a4 common equity return on 39 3% of the
cost of Clinton deemed reasonable but not “used
and useful” by the 1CC (see 1990 Rate Order
below ) results in the loss of income of approxi-
mately $3.6 million. The Company will seck
inclusion of the remainder of the reasonable Clinton
COSts in rate base as “used and useful” and will seck
recovery of the previously disallowed common
equity return on deferred post-construction costs in
the planned 1991 rate request (described on the
following page) None of the outcomes of these
proceedings can be predicted at this time,

1990 Rate Onrder

On June 6, 1990, the [CC issued an order in the
Company's 1989 clectric rate case approving an
annualized increase in electric rates of approxi-
mately 375 million, or 7.7%. The order, as amended
on Julv 13, 1990, found that Clinton is 60.7% “used
and usetul” for rate-making purposes, as compared
to 27.2% in the 1CC's March 1989 order, but does
not allow the Company to earn a common equity
return on the 39 3% of Clinton determined to be not
“used and useful "

LibinGis Power CoOMPANY 1990 ANNUAL REbunt



On July 16, 1990 the Company appealed the
June 1990 order to the [llineis Appellate Court,
Third District. Other parties also appealed

1991 Rate Request

The Company intends to file an electric retail
rate request with the 1CC in March 1991 seeking
recovery of the remaining reasonable costs resulting
from Clinton being flly "used and useful” higher
levels of operating and maintenance expenses as
reflected in a forecasted 1992 test year and the
recovery of the previously disallowed common
equity return on deferred Clinton post-construction
costs. An order would be due by February 1992

Dividends

As a result of the March 1989 and June 1990
rate orders, the Company’s earnings are depressed
and will continue to be until the effects of the
Appellate Court's decision on the March 1989 rate
order, as well as the impact of the Company’s 1991
rate request, are reflected in rates. However, the
Company is planning to file a rate request in 1991
that will address the Appellate Court’s decision. The
Company expects earnings to be favorably impacted
as a result of the anticipated order as discussed above.
Although the March 1989 and June 1990 rate orders
granted the Company only abut one-third of the rate
relief requested. the Company’s projections indicate
that current rates will enable it to meet its operating
requirements and continue to service its existing
debt, preferred stock dividends and sinking  fund
requirements. However, due to legal prohibitions
restricting the Company from declaring dividends if
retained earnings are less than zero, together with the
uncertainty surrounding the outcome of the March
1989 rate order appeal. the Company's management
determined in April 1989 that it was in the best
interest of the Company and the stockholders to
suspend the common stock dividend. The recent
Appellate Court decision should allow the Company
to begin rebuilding 1ts retained eamings and to
declare a common dividend later in 1991

The results of the appeal of the March 1989
order could have affected the Company's ability to
continue paying its preferred stock dividend. There-
fore, the Company filed a petition with the 1CC on
August 30, 1990 requesting authorization to declare
and pay the preferred stock dividend in the event
additional regulatory related disallowances necessi-
tated write-offs which would cause retained
earnings te be temporarily negative. On October 24,
1990, the 1CC issued an order granting the Company
this authorization, subject to the satisfaction of
certain conditions relating to current net income,
cash and cash equivalents and total capitalization,
which are intended to ensure that the Company’s
ability to render reasonable and adeguate utility
service at reasonable rates is not impaired by the
declaration and payment of preferred stock divie

m Pipinars Pover Coumraxy 1990 Asxbar Rerors

dends. In December 1990, the Company's Board of
Directors declared four quarterly preferred stock
dividends Capproximately $35 million ) to be paid on
the normal quarterly payment dates in 1991 if the
conditions specified in the 1CC order are met

The Company has established the resumption
of the payment of a common stock dividend in 1991
as a corporate goal This resumption of the common
stock dividend and the level of any dividend that
would be paid is dependent on three factors: the
dividend must be supported by nearterm projected
carnings; the dividend must be sustainable without
interruption. and the dividend must have potential
tor growth. The Company will continue to rebuild
the common equity component of its capital struc:
ture by retaining some portion of its current
carnings

1987 Uniform Fuel Adjustment Ciause Reconctiiation
The Company is currently the subject of an
annual untform fuel adjustment clause reconcilia-
tion proceeding initiated by the 1CC in a4 docket
pertaining to the twelve months ended December
31,1987 The 1CC Staft filed testimony in Decemben
1990, recommending. among other things that
careying <osts in the amount of $29 3 million
incurred by the Company's nuciear fuel affiliate,
[llinois Power Fuel Company, between August 1985
and April 1987 and added to the halance of nuclear
fucl inventory during the same period in accordance
with a previous 1CC order (and thus considered
probable of recovery), were neither prudent nor
reasonable and that the balance of recoverable
nuclear fuel should be reduced by this amount. The
Company’s preliminary analysis of the Staft recom-
mendation indicates that if it were adopted by the
ICC and ultimately affirmed on appeal, the Company
would be required to record a loss of up to 27
million, net of income taxes. The Company believes
the Staft recommendation lacks legal and factual
foundation. The Company will oppose the Staft
recommendation in the current reconciliation
proceeding, and will appeal the [CC's order to the
courts should the 1CC adopt the Staff position.

The position of the 1CC Staff is not binding
upon the [CC and the 1CC may accept or reject, in
whole or in part, any Staff position. A decision by the
1CC is expected during the second half of 1991,

Natural Gas Take-or-Pay Charges

In accordance with a Federal Energy Regula
tory Commission (FERC) order issued in August
1987, the Corapany’s pipeline suppliers have been
allowed to bill the Company for their take-or-pay
costs. At December 31, 1990, the Company's
obligation for such costs was approximately $50
million Estimated payments under this obligation
are $24 million. $17 million, $8 million and $1
million in 1991, 1992, 1993 and 1994, respectively



The Company paid approximately $26 million, $24
million and $8 million in 1990, 1989 and 1988,
respectively, related to its take-or-pay obligations.

In November 1988, the 1CC issued an order
that allowed the Company to fully recover take-or-
pay costs allocated to it under rate schedules
approved by the FERC. In accordance with the 10.C
order, the Company began billing its customers for
such costs on February 1, 1989 On December §.
1989, the [linois Appellate Court reversed the 1CC
order and remanded this matter to the 1CC for
further proceedings. The lilinois Supreme Court
granted petitions filed by the Company, the 1CC and
certain other utilities for leave to appeal the
Appellate Court decision. The matter is now
pending before the Supreme Court for decision

At the federal level, the Disteict of Columbia
Court of Appeals has declared illegal the “purchase
deficiency” method used by most pipelines for
allocating take-or-pay costs to local distribution
companies (such as the Company). The US
Supreme Court has denied further review In
response to these actions, FERC issued Order No
528 which stays further collections under the
purchase deficiency method and permits pipelines
to file new recovery mechanisms.

Pursuant to Order No. 528, the Company's
pipeline suppliers have filed new take-or-pay cost
recovery mechanisms. Management does nat expect
that the ultimate outcome of the 1CC and FERC
proceedings will have a material adverse eftect on

the Company's financial position or results of

operations

Capital Resources and Requirements — Ihe Company

has adequate short and intermediate term bank
borrowing capacity, but restricted access to the
permanent capital markets. The Company's debt
securities and preferred stock were downgraded by
major security ratng agencies after issuance of the
ICC's March 1989 rate order. After the December
1990 Board of Directors declaration of 1991
preferred stock dividends, Standard & Poor's
removed the Company's preferred stock from
“CreditWatch” Duff & Phelps upgraded the
Company’s preferred stock rating and Moody's
changed its , referred stock rating from a “possible
downgrade” to “possible upgrade” The current
ratings of the Company’'s securities by three
principal securities rating agencies are as follows:

Duff & Standard

Phelps  Moody's & Poor's
First mortgage bonds ... BBB Haa’ BHH
Preferred stock . .. HH bal HBB
Commercial paper oo Duff 3 Prime 3 A2

These ratings aure an indicator of the Company's
financial integrity, and affect the willingness of
investors to invest in the Company’s securities
These ratings are currently at levels which could

impair the Company’s ability to obtain additional
funds at reasonable cost

The Company's future financial integrity de
pends on a number of factors, including the ultimate
outcome of the 1991 rate request and the impact of
tne recent Appeliate Court decision on the Com
pany's appeal of the March 1989 rate order as
discussed previously

Net cash provided by operations amounted to
$253 million, $272 million and $223 million for the
years 1990, 'O89 and 1988, respectively. Funds
obtained from external sources during this three
vear penod totaled $779 million, and funds used for
debt retirements and preferred stock redemptions
totaled 8836 mitlion

During the three-year period, temporary cash
requirements were provided by short-term borrow-
ings. In December 1989, the Company filed a $300
million shelf registration of debt securities with the
Securities and Exchange Commission for the
purpose of refinancing high cost and maturing debt
At December 31, 1990, the Company had issued
$43.5 mullion of medium-term notes covered by this
registration and used the procecds to refund a
portion of its bank debt in October 1990, the
Company’s Board of Directors authorized a program
to repurchase up to $275 million of high-cost debt
and preferred stock before December 31 199
These repurchases will be through open market
purchases, privaichy negotiated transactions  and
redemptions. For the years 1990, 1989 and 1985 the
Company's reduction in debt and preferred stock
outstanding including normal maturities and
clective redemptions, was as tollows

1990 1089 19MM
{Millions of Dollars)

Bonds $§ 218 105 30
Revalving loan agreements bt - -
Preferred stock ; 26 -

Total $ 1248 1058 A

In addition, in February 1991 the Company
redeemed $30 million of mandatorily redeemable
serial preferred stock. These actions are expected to
reduce interest costs and preferred dividend
requirements by approximately $2.8 million on an
annual basis.

At December 31, 1990, based upon the most
restrictive earnings test contained in the Company’s
Mortgage and Deed of Trust, the Company would be
prohibited from issuing additional fiest mortgage
bonds until early 1991, The amount of available
unisecured borrowing capacity totaled 8211 million
at December 31, 1990 At December A1, 1990, the
unused portion of the Company’s total bank lines ot
credit was $259 million. On January 7. 1991 the
Company borrowed an additional $35 million under
its revolving loan agreement for its Incentive
Savings Plans, as discussed later in this caption

FLUINGER POowrk COMPANY 1990 ANNUAL REPiinY m
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The cos of meeting the Company's system re-
guirements was teflected in the cost of fuel for
cleviric plants @ d power purchused and inter-
changed net. Cha ages in these costs are summar-
ized as follows

1990 19K9 19K

(Mithions of Dollars )
Fuel for electric plants
Volute and other § (e (W A
Price . L] I (1%)
Fuel cost recoveries ‘ 11 6.3 L
_ (40; A0
Power prurchased and interchanged
et 1o S0 (8
Total increase (decrease ) 8 188 108 ()

Weighted average system generating

fuel cost (8 MWH) $ 1506 8 1510 8§ 1480

increase ( decrease ) in MWH

generation (1.4%) (1SH%) 11 SY
Creneration mix
Coul and other ..., LIRS LLRY T4
Nucicar 19% 15% 6%
Plant eguivalent availahilin
Fosall | y : o K14 R2%
Nuclear F : N A0, "6y

Changes in the above costs were caused by
system load requirements, availability of generating
units to meet those requirements including the
start-up of Clinton in 1987, fuel prices, purchased
power prices and volumes, power interchange mar-
ket conditions and recovery of fuel costs through
the fuel adjustmen Clause.

ihe increase in fuel for electric planis in 1988
reflected increased electric generation, primarily
due to the operating availability of Clinton and the
ability to make additional interchange sales. During
1989, the decrease in fucl for electric plants
reflected redeced generation associated with
scheduled and unschecaled plant outages. The
equivalent availability of Chinton decreased in 1989
due primarily to the extended refueling and
maintenance outage. The decrease in interchange
sales was also attributable to decreased available
generation and reduced demand due to milder
summer weather. The increase in fuel for electric
plants in 1990 reflected higher fuel costs, partially
offset by lower generation. The decrease in inter
change sales was attributable to the lower availabil-
ity of some of the Company’s generating units,

A scheduled Clinton refucling and mainte-
nance outage commenced on October 14, 1990 and
is scheduled for completion in March 1991

Over the periad 1991 through 1995 total
clectric sales are expected to grow approximately
3% per year,

Gas Operations — For the three vear period 19881990,
gas revenues increased O8%; howewver, the gross
margir. on gas revenues has decreased as follows

p¥E TLLintts POwER CoMbanY 1990 apkial Rerory

1990 1909 19

(Millions of Dollars )
Coias sales $ M1 F a8 AL
Los ool (I83) (20%) (211
Transpartation revenues 10 1 14
G revenue credit (13) $ 4
Gl miangin $ 168 12" 8 18
(Millions of Therms)
Therms sold : 3 4§54 2 iy
Therms transpofted 200 208 248

Lotal consumpicn K4 907 94

Even though there have been no revisions to
the Company's retatl base gas rates, changes in
overall gas revenues have resulted from special
contracts with large industrial customers. The major
factors affecting therm sales for the three year
period were economic conditions, weather, custo-
mer conservation, special contracts and gas
transportation  arrangements. In May 1990, the
Company recorded a credit for natural gas revenues
collected but, pursuant to an 1CC order, not
reported as income from January 1987 through
April 1990 The current year impact of this credit
wis an increase of $13.2 million in revenues. This
increase to revenue was the result of an 1CC
decision following its analysis of the effect of 4
change in the federal corporate income tax rate

Changes in cost of gas purchased for resale are
summarized as follows

1990 1969 1988

(Millions of Dollars)
Gas purchased for resile
Cont (excluding
take-orpay ) : $ 134 (78 ()
Take-arpay . . . (3) 30 -
Yolume ! o (1K) (14} A4
Gty COSL recoveries EOTPTIRINE. o | SO O PR §

Total increase (decrease ) 3 @D (xp ¢ 2

Average cost per therm delivered

Including takeorpay . .. | #2.8¢  AD9e 7w
Excihuding take-or-pay {4 ke ) 3 oM 26.0¢ Pl

During 1990, approximately 33% of total naturai
gas purchased wes from spot market sources and it is
expected to remain at this level over the next five
years. Over the period 1991 through 1995, total gas
sales, including therms transported, are expected o
grow less than 1% per year. Gas bypass continues to be
actively considered by several of the Company’s large
customers and if implemented would result in @
reduction of revenue. The Company is aggressively
competing with the bypass options facing these
customers to attempt to minimize the potential loss in
profitability

Other Expenses and Taxes — A comparison of increases

(decreases ) in other expenses and deferred Clinton
costs for the last three vears is presented in the table
on the following pag
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‘Statements of Income

Operating Revenues*
Cras
Total

nees and Taxes
Fuel for electric plants
Power purchased and interchanged — net
Gas purchased for resale
Othey operating expenses
Maintenance

Depreciation
Amortization of abandoned plant

Amoriization of excess unprotected deferned taxes
General taxes .

Deferred Clinton costs

Income taxes

Total
Operating income

Other Income and Deductions
Allowance for equity funds used during construction
Disaliowed Clinton plant costs
Income tiux effects of disallowed costs
Miscellaneous < net :

Total
Income (loss ) before interest charges

Interest )
Interest on long-term debt
Other interest charges
Allowance for bortowed funds—
Construction . .
Deferred Clinton financ ing costs

Total

Income (loss) before cumulative effect of accounting change

Cumulative effect as of January 1, 1988 of acoruing
unbilled revenues, net of income taxes of
$26.5 million (Note 1)

Net income (loss)
Preferred dividend mqum'mcnu

Net income (loss ) applicable to common stock .

Weighted average number of common shares outstanding
during the period ok

Earnings (loss ) per common share before cumulative effect
of accounting change

Cumulative effect as of qum I 1988 of aummg
unhilled revenues

Earnings { loss ) per common slurev
Cash dividends declared per common share

For the Yearns Foded December A1,

1990 1080 1 OKK
(Thousands of Dollars Except Per Share Amoutts )
$ 1,084,620 § OUNT ONS B 04994
AL1L.0%0 424,045 444 780
1,398,690 1 412.6% 1,284 720
259 346 282712 29277
(21,996) (33.276) (R2.7UK)
182,070 204.19" 210017
244 878 254784 224.6™
120,699 KE UMM KS.048
172,827 196, 484 184,700
AR24 6,47 (L4790
(5,582) (4.254)
126,789 1 24 856 127 367
14,619 (20,584 ) (115.%48)
.70 49 400 1O 0K 1
1,141,202 1 066,588 104K 797
254 48K 246,048 245 924
1,663 1.OMY 1.702
(160,377) (451.244) -
247%9 105 482 -
323 14,782 60,084
(133,632) (329321) 61 786
120,886 (KA.276) AOT 700
191,589 216029 198 44K
9,274 4 560 16,307
(1.49%) (1.503%) 16484
e (13936) (57 K20)
199,340 205,150 152,291
(TK.484) (2BR A5 158 41N
- ..  Mon
(78 484 (2R8.4542) 18O 450
36839 37 405 37 840
5 (us us) ' uzs*u* ' mmm
75612759 TR082.141 0,900,081
$(1.53%) $(4.34) $1.66
— - A8
$(1.53%) B4 34 $2. 14
- $ o6 204

* Includes revenuerelated taxes added 1o customer billings in each «f the years 1990, 1989 and 198K tn the amownt of $59.625 (KK,

859,333,000 and $6.2.660,000), respwectively

See notes o financial statemends which are an integral part of these statements
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Balance Sheets

Utdbiey Plant, st onigiosl cost
Electric (includes constraction work in prrogeess of 870 886 and §58 749, respectively )
Coas Cincludes construction work in progress of 86 780 and 86 597 respoatively )

Less Accumulated depreciation

Nuclear fuel in process
Nuchear fuel under capital lease

lovestments and Other Assets
Nuchear Decommissioniog Trust Fund
Current Assets

Cash and cash eguivalents .

Mummmr“ﬂr(k.dkmchlmuwuluummnmmsun
Service ... ..

Mneruhmdmmn ltmrqrmu
Fossil fuel .
(mmu'xmnmdmtﬂr
Operat NRAFERFTE) '

l:’wmm:mmncm v

l'fquvmmum«nlwt .

Deferred Cinton costs. ..
lmmdmwp‘w . i
llmmuedddrrmi“ukumamu
lnn’:'unuwdehtcw s

(8] ) i

CAPITAL AND LIABILITIES

“Eomrmon wock -

No par value, ummw(mummumw ’SM\\O%’M"Q“SZMM
wmmu‘mihwhmcdm. Ry

Onher puid-in capital PR

Retained ¢

m—(w-mkem

Total comman stock equm

Total capitalization ...

muudmmunmmmmtmm

Current Liabilities
Accounts
NOWS PEYBRIE (. ..ovvvinries
mmmmmmwmmmmmwmmwu
Dividends declared

Interest acorued . ; R an Yok ¢ L
Accmdmrdwdncm .......... i, T
Other | e D TR

Deferred Credits
Accumuliied deferred income taxes . A
Acuunuhtcddckmdmmuundm I g
(A«c':mdwnmm‘m ............... ;
nher : i) 1o

Commitments and Contingencies (Notes 2 and 3)

(Thousands of Dollars )
$ SZRSTOR ) SAGY LM
AL T L I LA
5704423 S H2K 05
1SA3,288 189 RGO
LRLINE"] 445706
5,000 4048
IR N L L
AA11988 4624 000
o A%am 10,090
AL —
19,569 60,2584
101 958 93,102
13%0% 19748
103879 WAL8
11978 -
25,492 17196
16022 16,520
6, 88" TI88)
18712 40 980
L. oss: 124
_BORBSE  42n408
400,449 415116
45,068 782
- AN
47,48 50,702
.059 o Lane
053 54040
§ 5,348 .095 0 \ BO8, 967
$ 1424607 8 14252%
1.254 -
1,179 144,046
LA 12501
1414894 lsn ™e
S08 8% 315171
140,000 160,000
2,204,088 2351 564
L A067 839 4380510
. " | S
144 K11 125 9586
3.000 2,600
76,423 A0489
LN 9,284
41107 AR AS2
0b. 042 [
23,507 27700
28772 4567
419,399 347,728
567,009 S43.682
242,551 252021
26,270 48 556
L8368 36493
B0 BMOTR
‘ s Ms «3

Sev notes 1o financial statements which are an integral part of these statemends
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For the Years Eaded December 31,

‘Statements of Cash Flows i -t wt

(Thousands of Dollams)
Cash Flows from Operatiog Activities
Net incotie (loss ) § (RN S ZNR AN §INA40
Ters not requiring (providing ) cash -
Drisaliowed Chnton plant costs, net of income taxes 1S 61IN 348762
Cumulative effect as of Jouary | 198K
of acoruing unbified revenues ne of Income tases - . (S4012)
Deprociation and mmarteation 17K, 60y in2 A1l 193,602
Allowance for funds wsexd during constriction (5.1586) (A192) (A44%0)
Deferred taxes on income, net A0, 7H0 5 s 157 04K
Deferred investment tux oredin (1a.121) (M8 (604" 1)
Deferredd Clinton costs 18019 (20 884 ) (115548
Deferved Chinton financing coses - (15.95%6) (ST K20)
Amartization of deferved gas costs - take Or iy 26 /6" 29502 .-
Changes tn assets and Habilities —
Accounts recetvable (2,827) 6 898 (2.704)
Acorued unbilled revenue (13,864) (16588 ) (18.219)
Note recetvable (11L97N) - -
Mitertuls and suppiies (12,904) 4416 72714
Accounts pavable 14,662 A2 NS0 11019
Interest accrued (1.088) (9.164) 7724
Taxes accrued 2,758 002 2572
Other et (1A.2%4) (9% SH4) (SO.Y16)
Net ciush provided by operating activities 252,610 272,104 225177
Cash Flows from Investing Activities
Construction expenditunes (130,647) (96,781) (115465)
Allowance for funds uscd during consteuction 5156 A 192 L4560
Other investing acuivities (15,845) u1) 2,165
HNet cush used in investing souvities (141,4%4) (92068 ) ( 109964 )
Cash Flows from Financing Activities
Dividends on preferred and comman stock (47.25%) (1A%.021) (22%42%)
Redemptions -
Shart term debst (37.600) (16768 ) (B KOS )
Long term dets (215,650) ( 22M.450) (230,000
Prefereed stock (26,298) -
Issuunces
Short term debt AN,000 - -
Long term chetu 116,200 228,500 275,000
Commaon stock 1.7 ALags 91578
Crther Anancing aetivities 1.294 (dB49) {2409)
Net cash used in financing activities (187 .960) (126,087) (174,086 )
Net Change o Cash and Cash Egaividents (40,684) 53,498 (59H81)
Cash and Cash Equividents at Beginning of Year 06,253 12 /5% 72706
Cash and Cash Eguivalents at End of Year $ 19800 66,255 § 1288

For the Years Ended December A1,

Statements of Retained Earnings 1990 19w 198

(Thousands of Dotlars)
Balunee at Beginnng of Year § 144000 $ 517910 § 554818
Net Income ( Loss ) (7H,484) (2M8442) 149,430
64,562 220478 744,245
Less —
Dividends -
Preferred stock 63,106 A7 340 37472
Common stock ; - 49,002 L LR
Rewcquisition costs of prefereed stock m e
63,483 HOAA2 226,448
LM § 143040 1517910

Ralance at End of Yeur

Sew notes 1o financiad skatements which are an integral part of these statements
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Statements of Pu_hmd qnd Preference Stock_

g o ¢ i s @ —

Serial Preferved Mock, cumulative, 150 par value (7 2~ Authortzed $ 000 (00 shares December 81, .

4,244 150 andd 4. 280 (00 shares outstanding, respectively 1990 19Ky
Series Shares Redemption prices (Thousands of Dollars )
4 O8N A0 0 #5150 § 15000 15000
4.20% 150,000 51 50 = 500 * &00
4 70% PALURE LY 5150 : 10,000 10,000
442N 180,000 &1 80 - 800 " 500
4200 1 B0 000 5200 9,000 9,000
B 24% 00 000 §1 90 . 30,000 A0, TN
T &6% TO0 (0K §1 W4 45,000 A5 000
LASRURY 064150 §2.90 prior (0 March 1 1991 | a8 208 S0 000
§1.60 thereafter )
WO 1000000 [ 8429 prior 1o August |, 1992 | 80,000 §0.000
| 8229 thereaher !
Premdum on preferred stock : 1,167 41N
Totdl Preferred Stock. §50 par value 213,478 281M

Serial Preferred Stock, cumulative. without par vidue < Authorized 5 000,000 shares
4,110,300 and 4,600,000 shares cutstanding, respectively Cincluding 2,200,000 and 2,600 000
shires, respectively f redeemabie preferred stock 02 )

Series Shares Rede prices
$51 50 prior 1o February 11993 |
LYE 1,000,000 80.00 thereafier [ £0.000 S0 (KK)
S1 .80 priar 1o May 1 1998
5 9 :
s) e ! 5000 thercafter % - 43318 30000
Total Preferred Stock, without par vidue " , 95818 100,000
Preference Stock, cumulative. without par valie -
Authorized S 000 000 shares. none oustanding : - =
Towl Preferred and Preference Stock \ : : § A0K 890 § 31517
Mandatorily Redeemable Serial Preferred Stock, cumulativer 2
Series Shares Par Value
11 "S%6) 600,000 none : , ; § 30,000 i 50,000
B82% ") 1,000,000 none LA : e : 50,000 50,000
BO0%E) 600,000 nane , f o ha s b : . 60006 6000
Total Mandatorily Redeemabie Preferred Siock , , : 4 § 180,000 § 160000

(1) Redeemabie at the option of the Company in whole or in fxart at any time ypon not less than tharty days and not more than sixty
detys notice by publication

(&) In December [99%), the Board of Divectors declared four qmmm;w stock dividends The rates for the table Rate Sertes
A and B were declared at the maximum rate of $1.50 and 81 R125 per share, vespectively for each of the three guarters
However the actual amounts paid may be lower, based on marketdnterest rales on the nomal declaration dates

(3) In November |99, 35850 shares were puarchased at a price of 84357 per share on the open market

(4 ) Adjustable Rate Serves A issued on March 3 1983 Quarterty dividend rates are determined based on marke! interest rates of certain
U8 Trevsury securities Rates for divsdends declared in 1990 were 80.°5, 8075, 30.7S and 30 5 in the first, second, third and fourth
quicirters, mmg lhm‘:v divsdends deckired in 1989 were 80 75 8075 8075 and $0.75 in the first, second. thésd and fourth
Quarters, o The divdend rate for any divsdend period will not be less than 6% per annium nor greater than 12% per
annum {0 the liqudation prefevence value of 350 per share

5 A?mmh Rate Serles B issued on May 15, 1985 Quarterly ditidend rates are determined based on markel interest rates of certain
U Treasury securities Rates for dividends declared in 1990 were SO87S, 80 9375 809313 and 36958 in the first. second, third
and fourth quarters. respectively. Rates for divsdends declared in 1989 were §0.975 30 9813 80875 and $0.875 in the first, second,
thived and fourth qummmm The dividend rate for any dividend sl will not be less than 7% per annum nor
than [4'0% per annym 10 the liquidation preference value of 550 per share In November and ‘ 199, 89, ™00
shares were purchased on the open market

(6) Subgect to mandatory in an amouns sufficient to retire on each November 1, beginning in 1990, 200, (KK) shares at 850
per share acorued dévidends. nning November 1 19W), the Company may redeem ) o 200000 additional shares each

Yeur at $50 per share. On November 1 1990, 400,000 shares were redeesmed for $50 per share. On February 15, 1991, the remaining
600, (KK shares were redeemed for 851 96 per share

(7)) Subject to mandatory redempition in an amount sufficient to retire on each February | beginning in 1992, 200,00 shares at $50
P"""oﬂ" Pliis acorved dividends. Beginning February 1 1992 the Company miay redeem uf to 200 (00 addivional shares each year
at per share

(8) Subject to mandatory redemption in an amaount sufficient to retire on each February | beginning in 1993, 120,000 shares at $1(X)
[m‘a'bav s acorued dividends. Beginning February | 1993 the Compxarny may redeenm up to 1 20,000 additional shares each year
at $100 per share

Sew notes (o financial statements which are an tntegral pxart of these statements
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Statements of Long-Term Debt e -

First mortgige bongds — (Thousands of Dollars )
AN series due 19948 T . W : ) 15,000 ] 45 000
SN aerien it 1996 . . . ..viiin i = v 40,000 A0 000
ON% series due 1998 . N e e S T . 25,000 25000
PO% series due 1998 L ke , 4 r 8,000 76 O00)
O series due 190K 5 45,000 45,000
B ASY series due 1990 e o e _ 35,000 A8 (KW)
D% series due 2000 E i SRTE ¥ : 45,000 A5 000
T O0N series due 2001 . 1% . o , 45,000 AS 000
TR series due 2004 ¥ : P 60,000 60,000
0.00% senes due 2004 ( l‘ullumm( umm! \(m'\ A b oy _ - 7% T 90K
OR% sevies due 2004 Lrhi S T . 70,000 T8 (00

T1O%% sevies due 2004 ... ..., ., E e i \ 50,000 S0.000)
BN sertes due 2000 e _ bk . 100,000 100, ()
O% series due 2007 (Pollution ( umml \vﬂm M) ; & 18,700 18,700
BEN series due 2007 L WO . 100,000 100 000
NN serfes due 2008 kY _ 100,000 1OM) (KD
1OAN series due 2013 (I'ullumm ( nmml 'srm-s( ) ] R . o T 125,000 125 (00
LIRS series due 2004 ( Pollution Control Seeies DY . Toire 75,000 8 000)
1O%% series due 2015 (Pollution Control Series | . : , 116,248 116,245
10N serles due 2006 ... .00 R o T T : 118,000 128 000
Ol seriesdue 2006 ... ... i ry v 66, S00 8 000)
OX% series due 20016 . : ) 125,000 125 000
RN series due 2016 ( Pollution ( umml *n ries l (. uml H) ‘ - 150,000 1 50.000)
B A0% series due 2017 (Pollution Control Series 1) .. . v 14,788 34 785
Total fiest mortgage bonds bk Ly ; 1,640 950 1661600

Revolving loan agreements (4. .. TP TP e HPpA 240,000 256,800

1O.78% loan agreement doe 1992 .., o0 R R RE 89%0 LRAL

Longterm loan agreesment due 1992 2 AR AR e - 60,000

T T e S A S , 100,000 100, 0K

Medium term notes, secies A 4 ..o . I e vHiE A : 43,500 44,500

Variable Sate longterm debt due 2007 ca) 0000 . 75,000 78 000

2,108 480 2.208 K30

Unamortized prendum and discoum ondebt o ; (8.54%) (9,080 )

2,099 837 2.196,75%0
Obligation under capital leases .00 e . AL s 180,641 188 274
2,280,478 2AK2024
Long-term debt and lease obligations maturing within one vear. .. s CxwARY (76,42%) (30.459)
Total longtermdebt .. . e e e e oo 8 2,204,088 § 2451504

(1) In 1988 the Compxany entervd into a 8175000 00 three vty merolid g foan agrvement usth the frocision for conterséon 1o a heo
year tovm loan. There wxas a 3240000, 0000 revodiing loan outstanding tinder the agreement al December 31 1990 Ropsayment of
the $290, (060,000 fovm g regutred 1o begin [xcembes O 100] usth seven subseguin! guarterly fsoyments ndervst rates on the
Borvowsngs dre. al the Comgsany's option, based wpon the banks' frime rale. their 30 60 Kday Centificate of Depaosit rate. the
horvousag rate at key banks in the London ierbank markel comygwtitive bid option or commercial e The intervst rates al
December 51 19%) ranged from 8 375% 1o 100004,

(&) Lowmg-term ioan qgmement was retired as of July 31 19%)

(31 In 198G the Comgxany enteved into a series of fived rate medium erm notes At Decemiber 31 10X the maturity detes ranged from
F9%0- 998 and the imievest rates ranged from 9.25% 10 9 31w

(4) Interest rate is adpustod weekly and was 8 15% ai December §110%)

Sev nates 1o financil statements which are an integral (st of these statements

Lrsikois Powre Cosrany 1990 ANNLCAL Rirokd m



Notes To Financial Statements

Noteé 1 — Summary of
Significant Accounting Policies:

Regulation — The Company is subject to regulitions of
the Ulinois Commerce Commission (1CC) and the
Federal Energy Regulatory Commission (FERC ) and
accordingly, prepares its financial statements  based
upon the concepts of Statement of Financial Account
ing Standards No 71 "Accounting for the Effects of
Certzin Types of Regulation” (FAS 71 which requires
that the effects of the rate-making process be recorded
Such effects concem mainly the time at which various
items enter into the determination of net income 1n
order to follow the principle of matching costs and
revenues. The Company's principal accouniting
prolicies are described below

Principles Applied in Consolidation — The Finuncial
Statements include the accounts of IPF (Hinots Power
Finance ) Company NV a wholly owned subsidiary All
intercompany transactions har ¢ been eliminated In
September 1990, 1PF was dissolved and the net assets
were transferred to Hlinois Power Company

Utility Plant — The cost of additions to utility plant and
replacements for retired property units is capitalized
Cost includes labor, matertal and an allocation of
generil and adiministrative costs plus an allowance for
tunds used during construction (AFUDC ) as desoribed
below  Maintenance and repairs, including replace
ment of minor items of property, are charged to
maintvnance  expense as incurred. When units of
depreciable property are retired, the original cost and
dismantling charges, less salvage. are charged to
accumulated depreciation

Allowance for Funds Used During Construction — Ihe
FERC Uniform System of Accounts defines AFUDC as
the net costs for the period of construction ol
borrowed funds used for construction purposes and a
reasonable rate on other funds when so used. AFUDX
i capitalized at a rate that is related w0 the approsi-
mate weighted average cost of capital In 1990, 1989
andd 1988, the rate used for all construction projects
wias 10.0% (pretax) Although cash s not currently
realized from such allowance, it is realized under the
ratemaking process over the service life of the relatea
property through increased revenues resulting from a
higher rate base and higher depreciation expenses

Deprecistion — For financial statement purposes, the
Company depreciates the various classes of deprecia-
ble property over their estimated useful lives by
applving composite rates on a straight-line basis. In
1990, 1989 and 1988 provisions for depreciation were
2. 786% of the average depreciable cost for the Clinton
Power Station (Clinton) and $4% of the average
depreciable cosi for all other electric plant. Provisions
for depreciation of gas utility plant, as a percentage of
the average depreciable cost, were equivalent to 4.0%
in 1990, 1989 and 1988

Amortization of Nuclear Fucl — The Company leases
nuclear fuel from Hlinois Power Fuel Company under a

mlumon Powerk Comrasy 1960 ANnual Reroet

capital lease Amortization of nuclear fuel (including
related financing costs ) is determned on a unit of
production basis A provision for spent fuel disposal
Costs I8 charged o fuel expense based on kilowatt
hours generated

Deferred Clinton Costs — According to an 1CC order in

April 1987 the Company began deferring  certain
Clinton  post-construction  operating and  financing
costs, until rates to reflect such costs vere effective
(April 1989) After isswnce of the March 30, 1989
1CC order, deferred Chinton post-construction ¢osts
ceased and amortization of the previously deferred
post-construction costs over a ATS year period
caommenc = Although cash was not carrently realized
from these deferrals. it is realized under the ratemak
ing process over the service like of Clinton through
increased reoenues resulting from a higher rate base
and tigher amortization expense

During the deferral period. a deferred financing
cost was computed on Clinton plant not in rate base
and the deferred costs. The deferred financing cost for
rutemaking purposes was capitalized at a rate that 1
similar o AFUDC. Pursuant to generally accepted
accounting principles, tor inancial statement purposes
during the pertod January 1. 1988 through March 31
1989 the Clintan deferred financing costs were
calculated using @ 27%% net of income tx rate
reflecting the debt component of the Company’s
financing costs

Unamortized Deferred Abandonment Cost — The 10

order of August 7 1985 authorized the Company to
amortize and recover through rates $31 9 million of its
investment in Clinton Unit 2 over the five-year period
which ended in August 1990 The Company was not
allowed a reture, on the unamortized investment
balance

Unamortized Dedt Discount, Premium and Expense — Dis

count, premium and expense associated with long
term debt are amortized over the lives of the eelated
issues. Costs related to refunded debt are amortized
over the lives of the related new debt issues or the
remaining life of the old debt ssue if no new debt is
issued

Revenue and Energy Cost — Prior to 1988 the Company

recorded revenues as billed to its customers on @
monthly cycle billing basis. At the end of each month,
there was an amount of unbilled electric and gas
service that had been rendered from the latest date of
cach vycle hilling 1o the month end. Effective January
i, 198K, the Company begun recording revenues for
services provided but not vet billed to more closely
match revenues with expenses. This change also serves
to conform the Company’s accounting treatment with
the treatment of unbilled revenues as taxable under
the Tax Reform Act of 1986 Previously, the Company
recognized revenues when services were billed
Unbilled revenues represent the estimated amount
customens will be billed for service delivered from the




time meters were last read (o the end of the
accounting period. The after tax effect of the
accounting change for the twelve months  ended
December 31, 1988 was an (ncrease in net income of
#44 million (61¢ per share) This increase was a
combination of an morease of 834 million (48¢ per
share ), attributable o the cumulative effect of the
accounting change to January 1 1988 and an increase
of $10 million (13¢ per share ) in the 1988 results of
operations. Implementation of this accounting change
did not affect cash flow

The electric fuel adpstment and purchased gas
adjustment clauses provide that changes in allowable
energy costs from the Company's filed tariffs are passed
on to customers. Accordingly, allowable energy costs
that are to be passed on to customers in a subsequent
accounting period are deferred. The recovery of costs
deferred under these clauses are subject o review and
approval by the 10C See "Note 2 — Clinton Power
Station” for discussion of 1987 Uniform Fuel Adjust:
ment Clause Reconciliation Take-or-pay charges from
pipeline suppliers are deferred for subsequent re
covery from customers. See “Note 3§ — Commitments
and Contingencies” for discussion of Natural Gas Take
or-Pay Charges,

Income Taxes — The Company normalizes the income
tax effects of transactions causing timing differences
between inclusion in the financial statements and
taxable income The Company computes deferred
income tixes based on the statutory (NCome ax rates
in effect during the period that the tming diflerences
onginate. Deferred income taxes are amortized to
income as the underdying timing differences reverse

Principal sources of timing differences giving rise
to deferred taxes are as follows

Use of the most liberalized depreciable lives
and methods allowed by the Internal Revenue
Code.

Disallowed Clinton costs not recognized for
tax purposes as a current deduction
Capitalization of certain construction over
heads, dismantling, and other costs for book
purposes that are clamed as current deduc
tons for inCome tx purposes

Revenues and energy costs recognized in dif
ferent periods for financial statement pumposes
than for Income tax purposes

Alternative minimum tax payable in the cur:
rent year that can be used to offset future tax
liabilities

For income tax return purposes, net depreciable
utility plant does not iaclude AFUDC that is capitalized
for financial statement purposes. Howewer, interest on
construction is capitalized for tax purposes in
accordance with applicable tax law

Investment tax credits, which reduce federal
income taxes, have been deferred and are being
amortized to income over the life of the property
which gave rise 1o the investment tax credits

Federal and state income taxes are allocated
between operating and non-operating income  and

expenses The tan effects relating o non-operating
activities are included in Other Income and Dedi
tions — Miscelluncous net

Preterred Dividend Requirements — Proferred dividend

requirements reflected in the income statement are
recorded on the acoraal basis and relate to the period
for which the dividends are applicable

Statements of Cash Flows — Cush and cash equivalents

include cash on hand and temporary investments
purchased with initial maturity of three months or less
Capital lease obligations not affecting cash flow
increased by 323942000, $28 867,000 and
$30,029000 during 1990, 1989 and 1988, respec
tively Income taxes and interest paid are s follows

Years Ended
December 31,
1990 1989 198K
(Thousands of © "am)
INCOMme taxes $ 052" A8 8 211240
Interes $202,1206 224N05 9207 102

Exciudes refunds of prior yeans income taxes in osch of the years
1990 198G and 198K i the amount of 835 240000, §56, 779 (0K and
45 250,000, respectively

Financial Statement Reclassification — Certain rec lassifi

cations have been made to prior years' financial
statements to conform to the 1990 presentation

Note 2 — Clinton Power Station:

The Company owns 86 79% of the Clinton
nuclear power station, which was placed in service in
1ORT and represents approximately 19% of the
Company's installed generation capacity During 1990,
Clinton provided 19% of the Company’s total electric
generation. Clinton provided the Company with the
lowest fuel cost per megawatt-hour generation. The
investment in Clinton and its related deferred costs
represented approximately 65% of the Cempany's total
assets at December 31, 1990, and Clinton related costs
represented 41°% of the Company’s total 1990 other
operating, maintenance and depreciation expenses
Clinton’s equivalent avatlability was 47%, 40% and 75%
for the years 1990, 1989 and 1988, respectively
Clinton's equivalent availability was lower in 1990 and
1989 due, in part, to extended refueling and
maintenance outages in those years

During 1988, Clinton-related  deferrals  repres
ented 8% of the Company's net income before the
effect of an accounting change. Earnings in 1989 were
$20 million or 27¢ per share, excluding the $346
million, net of income taxes, or $4.61 per share write
off of Clinton costs. Earnings in 1990 were $22 million
or 2%¢ per share, excluding the $137 million, net of
income taxes, or $1.82 per share write-off of Clinton
costs. Management believes that the result of the
recent Appellate Court decision on the Company’s
appeal of the March 1989 rate order, as discussed
below, will favorably impact earnings in the future
However, until Clinton is fully included in rate base,
carnings will continue to be depressed
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Ownencs of an operating nuclear generating
unit exposes the Company to significant other risks
including increased and changing regulatory, salety
and environmental requirements The Company
expects to be allowed 10 continue to operate Clinton,
however, f any unforeseen or unexpected develop
ments would prevent the Company from doing so. the
Company could be materially adversely afected

Rute and Regulatory Matters

1989 Rate Order

The March 30, 1989 rate order from the 1CC
rejected the Company's November 1987 proposal for a
tenyear rate moderation plan, and granted instead a
one-time increase of $605 million, or 6.9%, that
became effective April 4, 1989 In [llinots, the 1CC may
include in the utility's rates only those costs of @ new
clectric ?rncmi plant that are determined to be
reasonable. Therefore, an audit of Clinton construction
costs was conducted by auditors under contract with
the 1CC. The 1CC order included various disallowances
of Clinton-related costs, due to alleged “unreasonable”
expenditures, as well as the disallowance of the
common equity return component of Clinton post
construction cost deferrals from  January 1, 1988
through March 31 1989 This order also found
aprmximatcly $2 3 billion (72.8%) of the reasonable
Clinton costs to be not “used and uscful” and denied a
common equity return thereon

The Company, believing that certain of the 1CCs
conclusions in the m'e order were contrary to the law
and the evidence in the case, appealed the order to the
llinois Appellate Court, Third District. Other parties
also appealed. In February 1991, the Appellaie Court
issued its decision. The Appellace Count  eversed the
portion of the order which had found 72 8% of Clinton
not “used and useful” and remanded this portion of
the order to the 1CC to determine whether and/or
what portion of Clinton is “used and useful” based on
established pre 1986 standards. The Court also
reversed the portion of the order which had denied
the Company recovery of 4 common equity return on
deferred Clinton post-construction costs after January
1, 1988 However, the Court affirmed the order with
respect (o the 1CC's determination that a portion of the
cost of Clinton was “unreasonable cos.” and should
not be included in rate base,

Following the March 1989 rate order, and after con
sultation with legal counsel, management believed there
was i reasonable possibility of reversing various aspects of
the order through the appeals process. The Company,
however, recorded a ioss in the first quarter of 1989 of
$346 million, net of income taxes, or $4 61 per share
Further, as a result of the recent Appellate Court devision,
the Company recorded an additional loss in the tourth
guarter of 1990 of $137 miliion, net of income taxes, or
$1.82 per share. The losses recorded in both 1990 and
1989 reflect, in total, the 1CC's disallowance of Clinton
“unreasonable costs” from rate base in the March 1989
order and affirmed by the Appellate Court. which was
offset in part by the Court's decision regarding
approximately $102 million deferredd common  equity
return.

The Company anticipates that the 1CC and other
partics will appeal the Appellate Court's determina
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tions on the “used and usetul” and deferred Clinton post.
CONSLAUCHON COMMON eguity return issues, as well as on
several other issues which the other parties had raised in
their appeals. In connection with any such appeal, the
Company would seek review of the Appellate Couft's
affirmance of the 1CCs "unreasonable cost” disallowance
Any appeals to the Supreme Court will stay the remand to
the 1CC 1 the Supreme Court affirms the Appellate Court
decision in all respects, the case will be remanded to the
1CC for further proceedings. At that tme, the Company
would seek inclusion of the entire reasonable cost of
Clinton in rate base, would seok rate recovery of the
previously disallowed common equity return on deferred
post-construction costs over the remaining life of Clinton
(approximately $102 million ). and would propose a rate
recovery mechanism addressed to the foregone common
equity return on the portion of Clinton which the Com-
mission had found not “used and uscful” (approximately
$149 million at December 31, 1990) Each month that
the Company is not earning 4 commaon equity return on
39 3% of the cost of Clinton deemed reasonable but not
“used and useful” by the 1CC (see 1990 Rate Order
below ) results in the loss of income of approximately
$3.6 million. The Company will seek inclusion of the te.
mainder of the reasonable Clinton costs in rate base as
“used and useful” and will seek recovery of the previous.
Iy disallowed common equity return on deferred post:
construction costs in the planned 1991 rate request ( de-
scribed on Uie following page ). None of the outcomes of
these proceedings can be predicted at this time

The increased rates authorized by the March 1959
rate order were billed and collected subject to refund
pending tue outcome of the appeal The total amount of
revenues billed and coliccted subject to refund for 1990
and 1989 are approximately $55 million and $36 million,
respectively. Based on the Appellate Court decision, the
Company would not be required to refund these
revenues

1990 Rate Order

On June 6, 1990, the 1CC issued an order in the
Company's 1989 electric rate case approving an
annualized increase in electric rates of approximately
£75 million, or 7.7% The order, as amended on July 13,
1990, found that Clinton is 60 7% “used and useful” for
rate - making purposes, as compared to 27.2% in the
ICC's March 1989 order, but does not allow the
Company to earn a common eguity return on the
39 3% of Clinton determined to be not “used and
useful ™ This “used and useful” determination
cepresents about $71 million of the $141 million
difference between the Company's requested 3216
million increase and the $78 million increase granted
in the order

On July 16, 1990 the Company appealed the June
1990 order to the [linois Appellate Court, Third
District. Other parties also appealed

The June 1990 order directed the 1CC staff to make
a report to the 1CC within 90 days regarding the issue of



Eﬁmuwc stundlards for nucloar generating  units
h standards could include @ program of financial
rewards and penalties based on the operation of Clinton
The 1CC staff has issued a repaort (0 the commissioners
for their review I is uncertain when the 100 waill
address operating performance standards for nuclear
plants in a rule-making or other procesding

1991 Rate Reguest

The Company intends to file un electric retail rate
request with the 1CC in March 1991 secking recovery
of the remaining reasonable costs resulting from
Clinton being fully “used and userul,” higher levels of
operating and maintenance expenses as reflected ina
forecasted 1992 test year and e recovery of the
previously disallowed common equity return on
deferred Clinton post-construction costs An - order
would be due by Februury 1992

Diviclends
As @ result of the March 1989 and June 1990 1€
rate orders, the Company’s carnings are depressed and
will continue to be until the effects of the Appellate
Court's decision on the Maich 1989 rate order, as well
as the impact of the Company's 1991 rate request, are
reflected in rates. However, the Company is planning
to file a rate request in 1991 that will address the
Appellate Court's decision. The Company expects
carnings (o be favorably impacted as 4 result of the
antivipated order as discussed above. Although the
March 1989 and June 1990 rate orders granted the
Company only about onec-third of the rate relief
reguested, the Company's projections indicate that
current rates will enable it to meet its operating
reguirements and continue to service (s existing deit,
preferred stock dividends and sinking fund require
ments. However, due to legal prohibitions restricting
the Company from declaring dividends o retained
carnings are less than zero, together with the
uncertainty surrounding the outcome of the March
1989 rate order appeal, the Compary's management
determined in April 1989 that it was in the best
interest of the Company and the stockhoiders 1o
suspend the common stock dividend The recent
Appellate Coun decision should allow the Company to
begin rebuilding its retained earnings and to declare a
common dividend later in 1991
The resulis of the appeal of the March 1989 order
could have affected the Company’s ability to continue
paying its preferred stock dividend Therefore, the
(:umpam' filed a petition with the 1CC on August 30,
méucmng authorization to declare and pay the
prcfe stock dividend in the event additional
ulatory related disallowances necessitated write
which would cause retained earnings 1o be
wmptmﬂly negative. On October 24, 1990, the 10
issued an order granting the Company this anthoriza-
tion, subject to the satisfaction of certain conditions
relating to current net income, cash and caxh
equivalents and total capttalization. which are
intended (o ensure that the Company's ability to
render reasonable and adequate  utility service at
reasonable rates 15 not impaired by the declarauion and
payment of preferred stock dividends. In December

1990, the Company’s Board of Directors declured four
guarterly preferred stock dividends  (approximately
$AS milion ) w be pad on the normal guarterly
payment dates in 1991 if the conditions specified in
the 1CC order are met

TON™ Uniform Fuel Adjustment Clause Reconaoliation

The Company is currently the subject of an annual
untform fuel adjustment clause reconciliation proceed
ing indtiated by the 1CC 0 @ docket pertaining to the
twelve months ended December 31, 1987 The 1CC Staff
filed testimony in December 1990, recommending,
amaong other things, that carrying costs in the amount of
$29 3 milbon incurred by the Company's nuclear fuel
affiliate, Hinots Power Fuel Company, between August
1988 andd Aprii 1987 and added to the balance of nucle-
ar fuel inventory during the same period in accordance
with & previous 1CC order (and thus considered prob
able of recovery ), were neither pradent nor reasonable
and that the balance of recoverable nuclear fuel should
be reduced by this amount. The Company s preliminary
analysis of the Staff recommendation indicates that if it
were adopted by the 1CC and ultimaely affiemed on
appeal, the Company would be required to record a loss
of up 1o 827 million, net of income taxes. The Company
believes the Sl recommendation  lacks legal and
fuctual foundation The Company will oppose the Staft
recommendation in the current reconciliation proceed
ing. and will appeal the 1CC's order to the courts should
the 1CC adopt the Staff position

The position of the 1CC Staff is not binding upon
the 1CC and the 1CC may accept or reject, in whole or in
part. any Stafl position A decision by the 1CC s
expected during the second half of 199

Accounting Matters — The Company currently prepares

its financial statements in accordance with FAS 71 and,
therefore, accounts fu, the effects of the rate- making
process. Accordingly. the Company records vanous
regulatory assets and labilities, such as deferred
Clinton costs and over ‘under recoveries of fuel costs
I order for @ company Lo report under FAS 71 the
company’s rawes must be designed to recover its costs
of providing service, and the company must be able 1o
collect those rates from customers. Management
believes that the Company currently meets the criteria
for continued application of FAS 71, but will continue
to evaluate significant changes in the regulatory and
competitive  environment  to assess the Company’s
overiall consistency with the criteria of FAS 71

The Company believes that Clinton is needed to
meet current demand and that (6 has managed the
construction of Clinton prudently and efficiently
Therefore, the Company believes it should be allowed
to recover the cost of that power station and nuclear
fuel costs, through its rates

Management is unable to predict the ultimate
outcome of the uncertainties discussed in this note
which could have a material adverse effect on the
Company’s carnings and’ or financial position. Accord
ingly, no provision for any Hability or additional loss
that may result upon resolution of these matters has
been made in the accompanying financial statements,

lisinois Powrs Company 1900 Axnual Reeokr m
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Note 13 — Quarterly Financial Information and Common Stock Data (Unaudited):

First Quaner s‘omnd Quarner Third Quarter Fourth Quarter
2990 1990 .. 9%

(Thousands of Dollars Except Barniogs (Loss ) Per Common Share,
Common Sock Prices and Dividends )

Oprating revenues.

$L18.881 $305.1588 $a28 458 $ 449,226
Opetating Income . 51T §3.4%9 128521 A5.0%)
et income (loss) . . (13.080) A.o6" RO 24 ( 149,79%)
Net income (loss ) applicable to
commaon stock . (22.363%) (5.6%89) 1,384 (15K 684)
Earnings (loss) per conwnon
share Y i it e (A0 $ (o7 s D4 $ (2.10)
Common Stock Prices and
Dividends
High $19% $ 19 $ 16N $ 16 %
Low $1%% $ 14y $12% $ 12%
Dividends Declared s -~ L § -
First Quarner Second Quaner Third Quarer Fourth Quarter
L A989 L R ... - L .
(Thousands of Dollars Except Earnings (Loss) Per Common Share,
Common Stock Prices and Dividends )
Operating revenues. $A27 A% 280 319 $AOLHIA FALA 140
Operating income 26,084 §4 ORT 119 94K 4% 426
Net income (loss ) ey (A4KA50) (1.23%) G2a2s (1.169)
Net income (loss ) applicable to
comman stock . .. Bt (389 K26 (1062%) 54,106 (10.452)
Farnings (10ss ) per common
T P s } (483 $ (14) v 0 f (14)
Common Stock Prices and
Dividends
High . . .. verveswegeiave r | B BN $16% 19N
T IS — Lk f 1A% 1A% f15% $ 16
Dividenas Declared ... .. I $ - | |

Iy earnings (1oss ) per common share ars based on welgbted average niember of shares owtstanding during the quarter and
the sum of the guarters may not equal anridl earmings (loss ) per commaon share

The 199 fourth quarter loss reflects recording the prevision for disadlotance of Clinton plant costs of $137 million or §1.82 per
share, net of tncome taves See 'Note 2 — Clinton Power Station. ™

The 1989 first guarter loss reflects recording the provision for disallowarnice of Clinton plant costs of 8340 million or 8467 per
share, net of meome taves See "Note 2« Clinton Power Station ™

The common stock is listed on the New York Stock Exchange and the Midwest Stock Exchange The stock pmices above are tiwe prices
reporied on the Compostie Tape. Theve were 60,251 registered bolders of common stock at January 10 1991 The Compxany's

management determined in Aprii 1989 that # was in the best intevest of the Company and its stockbolders (o suspend the commaon
stock ditidend
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~ Solocml Flnoneiol Data’

ot M VIR Y 19%0 L 1988 198" 1986 1988 1980
Operating revenues
T I T T e R W § ORN & 9% 8§ il $  Hia ] s L
T A R o M,! - A28 145 A 470 401 Alh
Total operating revenues corde B 1” b LA 8 1L2KS 8 1220 8 LIBE B 1L16T B MRA

Nﬂnum(kumekn«uwmmgdw l (’l)

(I8N 158 ' 290 ] 294 ) 240 ' Ii4

Netincome (loss ) after accounting change . 8 (Y8) 3 (288§ 189 8 200 & A 3 a0 B 114
ﬁlumim(mmmr.. NPERPRONIN | /' ) ] 20 7% 29.4% 19 1% 20 5% 26.2% A6 24

S — - w——

Net income (loss ) applicable to
common stock before accounting change 8 (118) 8 (825) 8 118 8 252 8 256 8

Net income (loss ) applicable to
common stock after accounting chunge § (118) 8 (3260 8 1582 L] 282 [l 25 207 ] 94

Earnings (loss ) per common share

before accounting change $ (183) 8 (48) 3 166 8 378 3 AUR  F A4R 8 28"
Earnings (loss ) per common share

after accounting change . .. .. $ (1%3) ¢ (4a%) § 214 B OATS F AOR B A4K 8 2K
Cash dividends declared per common

BRI i i vaine : )} - § 066 8 264 B 264 8 204 3 204 8 2488
Dividend pavout um» (dnlm'cd) e 54 - N A 124 4% T 9% o T 664 B4 A%
Book value per common share 8 1830 8 208% 8 25H0 F 26M% 0 2879 3 2481 8 %
Price runge of commaon shares

High. . . Vixaik $ 9% 8 21% b X% 8 Alw b W2 $ 2%% 8 v

ROV o 44 baie it 4 vindviasianav B, 3% N R b 16V $ 21% § 2w 8 2IW § 18N
WMcd average number of common

shares outstanding uumu the

period (thousands ) . ‘ Temal '1 613 8082 0,900 6% 251 (v SOA 50619 42 900
T T A S Ao 0 s.us $ S0609 8 0053 8 SU24 8 S62% 8 AR 8 2407
Capitalization

Common stous equity . 8 1418 8 1554 8 IROO B I BA2 8 1692 8 15% 8 78]

Preferred stock ¥t 300 518 318 18 AS AlS 218

Mandatorily miu-mmnr l't‘ft'ﬂtd mu 140 160) 160 160 196 W AG

Longterm dete** 32304 2382 2441 2,279 2,246 2013 90

Total capitalization** : $ 4068 8 45K 8 4712 8 459 B 444 8 088 8 o

Emudded cost of ‘“‘l‘ wrm dch! 9.3% 944 0 5% DRELS Q1% 10.0% LER
Retuined earnings . . : $ 1 ¢ W3 8 S18 8 855 5 ARl 8 A998 183
Capital expenditures .. ... v $ 1 97 &8 115 3 3 8 06 8 B0 8§ A6
Cash flows from operations $ 333 0 272 b 23 8 251 8 6 8 A1 8 1OY
APUDC as & percent of earnings

applicable to common stock . N/A N'A 40 4% RO 4% HS 549 TR.2% 84 2%
Return on average common equity ... (TH8)% (189N B1% 14.3% 15.9% 14 4% 134%
lumo of eamings o ﬂncd duqlﬂ“‘ ; 030 (052) 183 281 2y 266 A2%
* Midlions of dollars except earm.ngs (lnnn ) per commaon share, uuh dh’lu( ncls dec laml per commaon share hmk vahu per comman

LA
e

share, and price range of commaon hares

Restated for the effect of capitalized niclear fuel lease

The ratio of eurnings (o fixed charges represents the number of tmes that carnings before income taxes and fixed charges cover the
fixed charges. Earnings used in the caled lation of the above ratios include allowance for funds used during construction and deferred
Clinton financing costs and are before the deduction of income taxes and fixed charges that include interest on long-teem debt,
related amortization of debt discount, premium and expense. other interest, and that portion of rent expense that is estimated to be
representative of the interest component. Earnings available for fixed charges excludes the cumulative effect as of January 1, 198K
of accruing unbilled revenues. See “Note | = Summary of Significant Accounting Policies.” The ratio of earnings to fixed charges for
1990 ard 1989 of 0.70 and (0.52), respectively indicates that camings were inadequate to cover fixed charges. The dollar amount
of the coverage deficiency for 1990 and 1989 wus approximately 368 million and $378 million. respectively. Excluding the loss on
disallowed plant costs of 8137 million, net of income taxes recorded in the fourth quarter of 1990, the ratio of earnings to fixed
charges would have been | 41 for 1990 Exchading the loss on disallowed plant costs of 8346 million, net of income taxes recorded
in the first quarter of 1989 the ratio of earnings o fixed charges would have been 141 for 1989
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Selected Statistics

i I 1990 1980 198N 1ON" 19846 1988 10RO
Flearic hlu ™ xw (lummu)
Residential 4223 A2MS adll 4241 4 1OM 02 40
Commercial 2981 2962 2 VAN 2 M6 IN2 2706 2494
Industrial .79 7654 7418 " A2 " A1 (VA4 050"
Onther . 420 444 ARL 322 A20 ALS 291
Sales ultimate consumen 15,284 15,251 15102 14, 74N 14 6MO 1A NN 14,208
Rurul cooperatives. muni mul and
other utilities® (1] 610 G260 MM LI 540 1191
Total electric saies 15941 1584 15728 15 446 15,248 14427 ERL
Electric Revenues (Millions )
Residential ] 411 A%A A73 \82 293 + 296 ) 199
Commercial 246 235 218 208 INY I B0 124
Industesal A A4 il A2% 200 7 19K
Other 24 22 21 20 | ¥4 16 10
Revenues ultimate consuen 1,064 549 921 s ™" 49 LR
Rural cooperatives. murndctpal wnd
other utihites® 28 23 24 24 22 21 A4
Miscellancous 6 6 $ (19) 5 (4) A
Total electric revenues | § 1,088 _ OnK U0 91l Kid & 766 8 S
G Sales in Therms (Millions)
Residential a2 479 AGT Ay AST AGS 420
Commercial 134 14 14K 147 161 166 174
Industrial 4 iy @ 114 154 90 198 1 46 AK2
Sales ultimute consumer 555 642 OhY 565 6 06" 97
Transportation of castomer owned gas 269 265 248 427 254 297 -
Total gas sold and transported L] 907 904 N9 2 964 R 977
Interdepartmental sales 18 10 9 p I ! 9
Total gas delivered nl 917 014 Lo 970 6 O
Gas Revenues (Millions )
Residential L 201 207 192 06 ¢ 28 b 144
Commercial 62 (& 71 O H M) L1
Industrial : 42 a6 4N A4 73 6K 109 ‘A
Sales ultinute consumen 284 §18 A20 292 AS° AKS 50K
T tion of customer owned gas 10 B 14 18 i} 14 - ‘
inte mental revenues | 3 A 2 | - 2
Miscellancous 14 (4) (6) R 2 P . 6 |
Total gas revenues s A 428 A8 09 ~ATO 8 Al 8 Al
System pmk m-mmd ( mmr Toud) i ‘
kw (thousands )* . 3,394 4.245 4508 A0HA 4170 2929 4150 |
Firm peak demand (luuvr lowd ) in ’
kw (thousands)* A180 3,000 4077 2924 2949 ™ 4150
Net generating capability in [
kw ( numnntla ) A u01 A NN5 1038 5400 4 407 3424 ANT2 |
l’lrum customers (cml u( year ) 560,084 S4K.726 546,441 842 KAG 54() 505 M" m" ﬁ.‘.’ 16 |
|
Cas customers (end of year ) ERLE | ARG a0k NS 550 484 091 AKA 201 AN2 442 AT BAY |
Employees (end of year) 4002 102 4663 46106 4594 4,580 4949 |
\
;. lkgmnmg n l‘)M p(-u <x-manda. h.m (kumd ¢ ump.m d o pnur years due to the Power ¢ mrdmanun Agreement Dw tween lllmﬂih |
Power Company and Sovland Power Cooperative, Inc. Sales 1o Soviand are now classified as power interchanged net rather than |
electric revenues |
**System peak and firm peak demand for 1987 did not oceur on the same hour |
0
|
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. Soylund Power Cooperative is a momber-owned, notdor-profit electric generation and

trunsmission cooperative which supplies whaolesale electricity to 21 member distribu-
ton cooperatives. These distribution coopeiatives provide retall elretric serviee o
approximately onehall million persons within thelr locsl service terrtories. Soyland is
one of more than 60 generation and transmission (G&T) cooperatives that supply
wholesle electric power to rural utilities in the United States.

Soyland was organized by six distribution cooperatives in & ptember 1963, under
the General Not-For-Profit Corporation Act of the State of Hiinois. Leaders of those
cooperation saw Soyland as a way o gain energy independence and control over
electric power costs. In 1875, nine adAitional cooperatives joined the original six (two
have since merged), and plans were launched (o develop a rellable and economical
power supply system. Western Hlinols Power Cooperative. with seven member
distribution cooperative systems, merged into Soyland in March 1988, (o form the
cooperative federation that today snpplies the electric power needs of nearly tv. ~thirds
of the land muss of the State of Hinols.

Applied Energy Systems, Inc., the parent company of WaterFurnace of Hlinols, e,
I8 & wholly owned for-profit subsidiary of Soviand Power Cooperative. WaterFurnace of
illinols s marketing geothormal heat pumps throughout the 21 inember cooperative
service areas. This year Applied Energy executed a distributor agreement with Stefiss
ETS. Inc., a leading manufacturer of electrie thermal storage heaters. Applied Enerpv
Systems s pursuiag other opportunities to assist Soyland's members to meet the
nesde of the consumers they serve,

Soyland and fts 21 member distribution cooperatives ate continuing (© pursue
opportunities to make rural Nlinois a better place (n which (o lve. We remain commit
ted to enhancing economic development opportunities (o attract businesses (o rural
service areas to, in turn, provide jobs for rural consumers,

Sinee fts tneeption in 1963, Soyland's goal has been to provide o dependable source
o' wholesale elecric power 10 (ts members at the lowest possible cost Today, through
its unique blend of fuels and generating plants, Soyland has bullt a stable base from
which to meet the electrie energy requirements of (ts member systems,
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COOPERATIVE PROFILES




COOPERATIVE FROFILES

Eastern [llini Electric
Cooperative

. Eastern lini Electr Edgar Electric
¢ e actiy " Co-operative Association




COOPERATIVE PROFILES

Farmers Mutual
Electric Company

. I'ht operative

basically s ¢8 larms and
rural homes in some 10
subdivisions 1n the

Farme Mutual s t
erritory he sm

cooperative AOesn | serve
ANy major industrial or
cammercial accounts, bu
Farmers Matua) digd see
OIME gdrowth in 195950
Farmers Mutual's elec
i siles have remalned

uring the paslt 10)

re. Ciraln dryving is a
win contributor t h

OOoperative s energy
sitles

I he cooperative s an
involved and active sup
porter ol the Geneseo
Chamber of Comrmerce
and the Geaeseo Devel W
mont Group. The coop
crative Is supporting
Henry County's applica
ton lor comimunity
devel Hunent assistance
from the RURAL PAR]
NERS program




COOPERATIVE PROFILES

BOARD OF
DIRECTORS

Hiinois Rural Electri

Robert E, Gant

Willlam Griswokd

Hinois Valley Ele
I'imothy L.

Joe Danielson

Mohonough Power
Wilttam C. Lemons

Lyndall Pigg

iri

Christensen

Illinois Rural
Electric Co,

The cooperative was an
active supporter and par-
ticipant in the effort to
bring an [llinois Depart-
inent of Corrections mini-
mum security work camp
to north Greene County
Construction of the work
camp, which will be
served by the cooperative,
is scheduled to begin
sometime this year.

The cooperative has
worked closely with the
Greene County Economic
Development Corporation
and received approval for
a 875,000 interest-free
economic development
loan from the Rural
Electrification Administra-
tion, A 20-acre industrial
park will be located adja-
cent to the prison work
camp. Ulinois Rura, and
Soyland will actively pro
mote the park to prospec-
tive businesses

IREC continues to offer
a reduced rate during the
heating season to all-
electric members. Energy
audits are conducted by
the cooperative and used
to size WaterFurnace
systems for members
Rebates for the installa-
tion of new geothermal
units and ERC loans for
replacement units are
avallable (o all members

The cooperative sells
both small and major
appliances to its members
with financing available
It also sells satellite TV
equipment and program-
ming to members

Several of the
cooperative's large power
members are operating
under a new time-of-day
rate. This raie provides
significant savings to the
business while lowering
the cooperative's overall
cost of operation,

IREC is active in a wide
variety of organizations
working to promote
development in western
[llinois. The cooperative is
a member of both the
Winchester and Pike
County chambers of com-
merce and participates in
the Western lllinois Cor-
ridor Council. Manager Ed
Gant is a member of the
board of the Tri-County
Community Develecpment
Corporation representing
Soyland Power, an equity
partner

Iilinois Valley Electric
Cooperative, Inc,

Iinois Valley Electric,
with service territory in
north central lllinois, has
aeveral new loads on its
aystem. The cooperative
serves a major silica sand
mining operation, an FM
radio broadcasting facili
ty, a television station
and a seed corn drying
operation. Each of these
loads is on a specially
designed rate benefiting
both the member and the
cooperatve

iVEC offers a number ol
load managemen! pro-
grams which have
reduced IVEC's peak
demand costs and have
helped to stabilize rates
The cooperative offers a
dual heat plan that
provides a reduced

electric rate for ofl-peak
home heating, as well as
a cash bonus for the in-
stallation of an all-electric
heating system. The
cooperative also offers ad
vantages for using electric
water heaters, water
heater timers, security
light rental, air condi
tioner load levelers, and
off-peak Irrigation

Through its affiliation
with Soyland, IVEC is a
partner in an aggressive
economic improvement
program. It has con-
tributed financially and
participated in a number
of activities with various
regional economic develop-
ment groups. IHlinols
Valley Electric works with
its membership and all
cominunities within its
sService grea (o pmumh
ecanomic growth, jobs
and business expansion
in north central Hlinois




COOPERATIVE PROFILES

McDonot ‘,'.') Power
Looperative
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COOPERATIVE PROFILES

M.J. M. Electric
Cooperative, Inc

Menard Electric
Cooperative




COOPERATIVE PROFILES

Mounroe County Electric
Co-Operative, Inc.

g

- Maonroe County Electrie

CoOperative 8 active in a
variety ol local organiza
tions working to promaote
cconomic development
including the Monrod
County Economig
eve iu;nnu'!tl Commis
sion, the Waterloo
Chnamber of Cammeroe
the St Louls Reglona)
Commerce and Growth
Association and the
Southwestern Hinois
Planning Commission
he cgoperative has

been involved in the pre
posed creation of the
Fountair Water District in
rural Monroe County
which would greatiy
enhance locid economils
development elforts
Looperative service
territory not currentiy
covered by a water
distrinct would become
sultable acreage tor
business location. The
cooperative continues |

participate with its local

communitic n busines
'f:!:k"vﬂ, noetn its
Maonroe oller | SiEnit

cant rebate ot {
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COOPERATIVE PROFILES

| Shelby Eloctric
Cooperative

DIRECTORES

Rural Electri
Convenience Coop. Co

Southwestern Electric
Cooperative, In«
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COOPERATIVE PROFILES

Spoon River Electric
Co-operative, Inc

Tri-County Electric
Cooperative, Inc




Vernon Industrial
Development Board and
Hinman s chairman of
the board's jobs retention
commitiee. That group
meets monthly with
local businesses and
companies

F'he cooperative is a
strong supporter of the
Salem Industrial Park and
conributes to the park's
promotional and market
ing eflorts. Tri-County
also works closely with
the Rend Lake Conser
vancy District which
holds several industrial
sites along 1-57 that are
served by the cooperative

Tri-County and Hlinols
Power also recently
signed agreements that
clearly designate ter
ritories lor serving all
future loads, including
large loads, This agree
ment will save time, con
fusion and disagreements
between power suppliers
tor any future develop
ment in the area, Hinman
sald

The residential
marketing program of
Tri-:County has been
extremely successiul In
providing members with a
variety of options to
improve efficlency and
lower costs. The coop
erative actively promotes
geothermal heat pumps
and Is among the leaders
in cooperative member
installations in the state




COOPERATIVE PROFILES

Wayne -White Counties
Electric Cooperative

Western lliinois
Electrical Coop

Ip positi
orridor
ndividual cot

Onaomi




grain drying. WIEC also
ofters an econorni
development rate 1o new

or expanding businesses
Economic development
QCTIVILY 18 on the Increasd
in WIEC's area. The
Hancock County
Economic Development
Assoctation was lormicd
recently and the
cooperative joined with
Soyland to support the
group. Western lllinots
provides leadership by
serving as the head ol the
arthage Chamber ol
Commerce. There is also
interest (n forming a bank
community development
corporation and initial
¥ i

meaeetings have been held

COOPERATIV
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SERVICE AREA

ADAMS ELECTRICAL CO-OPERATIVE

Iox 24

CLAY ELECTRIC CO-OPERATIVE, INC

§ ¢

CLINTON COUNTY ELECTRIC
COOPERATIVE, INC

J ]

COLES MOULTRIE ELECTRIC
COOPERATIVE

CORN BELT ELECTRU
COOPERATIVE, INC

EASTERN ILLINI ELECTRIC
COOPERATIVE

] T [ ST Iv

EDGAR ELECTRIC CO-OPERATIVE
ASSOCIATION

\ ’

FARMERS MUTUAL
ELECTRIC COMPANY

HOX 4

ILLINOIS RURAL ELECTRIC CO
M Stree W \

(26594

ILLINOIS VALLEY ELECTRIC
COOFERATIVE, INC

McDONOUGH POWER COOPERATIVE

' X \v'  J

M.J M. ELECTRIC COOPERATIVE, INC

HOX & / 6

MENARD ELECTRIC COOPERATIVE

MONROE COUNTY ELECTRIC
CO-OPERATIVE

Fiox g W 62298

PURAL ELECTRIC CONVENIENCE
COOPERATIVE CO

SHELBY ELECTRIC COOPERATIVE
SOUTHWESTERN ELECTRIC
COOPERATIVE, INC

SPOON RIVER ELECTRI(
CO-OPERATIVE, IN(

10X 34

TRI-COUNTY ELECTRIC
COOPERATIVE, INC
e ¢ O M
WAYNE-WHITE COUNTIES
ELECTRIC COOPERATIVE

WESTERN ILLINOIS ELECTRICAL COOP

* SOYLAND HEADQUARTERS

® DISTRICT OFFICE




INDEPENDENT AUDITOR'S REPORT

m Peat Marwick

Certified Public Accountants

1000 Davenport Bank Bullding
220 Main Street
Davenport, |1A 62801

The Board of Directors
Soyland Power Cooperative, Inc.
and Subsidiary:

We have audited the accompanying consolidated balance sheets of Soyland Power Cooperative, Inc.
and subsidiary as of December 31, 1990 and 1989, and the related consolidated statements of revenues
and expenses, members' deficit and cash flows for the years then ended. These consolidated financial
staternents are the responsibility of the Cooperative's management. Our responsibility is to express an
opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards, Those standards
require that we plan and perform the audit to obtain rcasonaglc assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit includes assessing the ac-

counting principles used and siﬁmﬁcam estimates made by management, as well s the overall financial
staternent presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial staternents referred to above present fairly, in all material re-
spects, the financial position of Soyland Power Cooperative, Inc. and subsidiary at December 31,

1990 and 1989, and the results of their operations and their cash flows for the years then ended in
conformity with generally accepted accounting principles.

KM&I ansuacele

February 12, 1991

n.l. e o
Fiyrveid Peat Macwice Uoerdein
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CONSOLIDATED BALANCE

Soviand Pow

Cooperative, (n

ASSETS (note 4

El.EC‘TRI(' UTILITIY PLANT, at cost

i SCrvice
CRS A 1€ 14
Const | | wWors { g re
Nu ) al co 36 A n
f $12.¢ | ) & 89 .34 M
Plant site held lor future use
Net electric utility pl
INVESTMENTS
investment in associated orgal
Notes receivable (note 7
Marketable securities fecommissioning
fund, at cost
lN'otal iInvestmer
CURRENT ASSETS
Casl
lemporary investments
Accounts receivable, members
Other recelvables
Inventories
Prepayments and other
Recoverable energy costs
[otal current assets
DEFERRED CHARGES:
osts deferred under phase-in plan (n

eferred interest (note 4

Total deferred charges

SHEETS

December

1990

8§ 1,0056,496,776
89,601,123

T 915,808,653
2.104,791

20,136,630
?,262,?85

945,399,259

16,020,811
8,830,000

521,088

25,471,868

120,092
4,187,792
15,671,221
8,444 884
9,621,030

294,016
4,042,191

42,281,226

28,432,677
51,328,416

74,761,003

S 1,087,818,447




CONSOLIDATED BALANCE SHEETS

Soyland Power

. Cooperative, Inc

CAPITALIZATION AND LIABILITIES

CAPI'i ALIZATION:
Members' deficit:
Membership fees
Patronage capital
Other equity
Deficit

Total members' deficit
Longterm debt, excluding current Installments (note 4)
Total capltalization

CURRENT LIABILITIES:
Current Installments of long-term debt (note 4)
Accounts payable
Advances from members
Accrued interest
Accrued expenses .

Total current liabilities
OTHER LIABILITIES—decoinmissioning reserves
DEFERRED CREDITS (notes | and 3):

Equlty funding paymcms
Deferred revenue

Total deferred credits
COMMITMENTS AND CONTINGENCIES (notes 7 and 8)

§ 1,087,913,447
]

See accompanying notes to consolidated financial statements

December 81,

1980 = 1989
1,678 L3 1,675
2,779,283 2.779.263
ig1,020 191,929
(48,675,238) (48.727.674)
(45,702,871) (45,754 .807)
1,004,162,842 1,020,556 .635
058,460,471 974 801 828
20,641,000 19,106,000
16,342,302 14,164 459
17,610,724 18,083 882
15,020,878 14,703,376
25789010 2,442,193
72,198,314 68,498 910
521,088 400,000
56,788,604 71,398,162
— 11,809,777
56,738,604 83,207 939
$ 1,128 908677
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CONSOLIDATED STATEMENTS OF REVENUES AND EXPENSES

Years ended December 31
1990 (5

OPERATING REVENUES

Electric energy sal <) 181.607.4056 ¥ t
Sales of ground source he t ps, Nt 1,184,477
Distribution revenue 617,000
Rent of electric property 66.113
Other 23,282
lotel operating revenues 183,498,277

OPERATING EXPENSES

A !w’),»l_“',u

Purchased capa \ YOl 49,588,140 ]
Energy costs [(note 49,804,228 '
Production other 10,065,702
i ransmission 2,135,260
Distributior 258,736
Cost of ground s e heat pumps so0 864,685
Maintenance 6,174,087
Administrative and genera 3,036,916 t
U"Ht'l jation and amortzation 26,762,659
Property and other taxes 2,873,404
Decommissioning provisiol 21,058
Costs deferred under phase-on plar 4,694,000
l'otal operating expenses l:i‘[‘541‘745
Net operating margin 45,056,032 A
OTHER REVENUE, principally related to
plant ownersnip settlemenis e : 8,385,156
Net margin bl ¢ inleres i i 54.541.688
INTEREST CHARGES:
Interest on long-term debt 54,055 446
Other 2,008,630

Allowance for borrowed funds use i st (1,772.824)

bl signe 54,260,252

Net margi 5
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CONSOLIDATZID STATEMENTS OF CASH FLOWS

Years ended December 31,

1990

S 52,436

26,531,827

1,624
3,070
8.5668)
8.777)
1,088

(1,848,919
(17,712)
(3,144,389
6,676,676
(1,078,338)
(21,003)
(4,604,000)
2,631,562

(10,626,798

(2,181,212)
(43,000)
(621,068)
(1,7883,083)

ki 74‘11_.94!«
(4,116,408
(18,976,888)
4,156,807
(473,158)
5,313,289)

30 3¢
3}.634.1 p

{

8 ‘C_)(i_.(')ﬁﬁ 660

seldecreass

4
4
401
161 )
i Oil
B ) 4.5
! 1IN 270
15,000
KD (KK
.,}»‘/

278 .39

) '
150,062
148,08 |
1 B27.565
1,229, 874
o M |"4l
243

15,216.%
3, 300 (KK
16. 174 .800
10,083, .68
14,407,334

R0 963
14.253. 3060

4. 034,343

33 19, 299

84 .325

3,754 . 667)

629,658




CONSOLIDATED STATEMENTS OF MEMBLCRS'

DEFICIT

Soyland Power
Cooperative, Inc.

Balance December 31, 1988

Net margin

Balance December 31, 1989

Net margin

Balance December 31, 1990

See accompanying notes to consolidated financial statements

30

Years ended December 31, 1990 and 19896

Total
Member- Patronage Other members'
ship fees capit equity Deficit _deficit
81675 2.779.263 191,929 (49.04 1,689 (46,068 822)
- - - 314,015 314,015
1,678 2,779,263 191,929 (48,727.674) 145,754 .807)
- - - 52,436 52,436
$1.675 2,779,263 191 929 (48.675,238) (_:1&702.371)




NOTES TO CONSOLIDATED FINANCIAI STATEMENTS

December 31, 1990 and 198%
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q NOTE ) ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCCUNTING POLICIES
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'O CONSOLIDATED FINANCIAI STATEMENTS

NOTE 2 MERGER

NOTE § ELECTRIC UTILITY PLANT IN SERVICE

1 152° 14

198y
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Soyland Power
. Coape, tive, luc

part of the settlement, the Cooperative will recelve a cash paymen! from [P which has been included in
other revenue in the statoments of revenues and expenses. The settlement 1s subject to linal approval by

‘ the applicable district court.

; In 1988, the Cooperative developed a rate phase<n plan in accordance with Statement of Finunoial
Accounting Standards No. 92 which is designed to moderate rate increases related to the completion and
commercial operation of the Clinton facility. The plan, which has been approved by the REA and the
Cooperative's Board of Directors, includes the deferral of certain costs for future recovery and tie amortl.
gation of equity funding and deferred revenue payments. Under the plan, the Cooperative originally
intended to defer approximately $47 miilion of certain opcruung costs of Clinton from 1988 through 1992
which will be “ecovered from members through rates from 1993 through 1997 Through 1990, the
Cooperat,ve has delerred approximately $1% 000,000 less (n costs thal anticipated ir the origioe; Thase-in
plan. The Cooperative estimates that (s rates under the plan, net of equity lunding and deferred revenue
amortization, will increase yearly by approximately 3%-6% from 1991 through 1994 and remain level or
decrease each yvear therealter through 1999 Management believes that this plan will result in the full
recovery of its investment in Clinton over the hife of the facility as well as providing adequate funds to
meet its operating needs,

NOTE® 4 —~ LONG-TERM DEBT

Long term debt at December 31, 1990 and 1989, consists of the following

1690 1989
Restructured debt — imputed interest at 2.703%, due in
various quarterly installments through 2028 . 8§ 497485003 $ BO7 796875
. Federal Financing Bank (FFH) = 7 337% — © 607% mort-
' gage notes payable, guaranteed by the Rural Electrifica-
tion Administration (REA), due (n various quarterly
installments through 2018 196, 176 48K 193,527 949
Rural Electric Cooperative Grantor Trust Certificates -
7.3% to 9.7% notes payable, guaranteed by the Rural
Electrification Administration (REA), muturing in various
amounts through 2017 .. 276,500,000 278,200,000
National Rural Utilities Cooperative Finance (‘orpnrunon
(CFC) - variable rate (currently 8.75%) moﬂgaf‘e notes
payable, due (n various quarterly installments through
1908 49 387 640 53767312
Rural Electrification Administration (REA) — 2% and 5%
notes payablr. due in quarterly installments through
2018 .. .. 20,434,097 21 301,178
Notl‘gngﬁblf - 7.378% due in rqunl installments lhm\-gh

60,000 90,000
Total long-term drb( 1.039.843.228 1,054,683 309
Less:
Current installments 20,641,000 19,105,000
Reacquired Grantor Trust Certilicates, net ol discount 15.039.386 15,021 674
Long-term debt. excluding curent installiments
and reacquired debt . $1.004,162,842 §1,020,556 635

Concurrent with the WIPCO merger, the Cooperative negotiated a restructuring agreement on March 29,
1989, with REA relating to approximately $515.000,000 of outstanding debt (including accrued interest)
owed by WIPCO on various loans guaranteed by REA. The loans were obtained to finance construction
costs rclaung to the Clinton generating facllity. Under the restructuring agreement, WIPCO's debt was
restructured into two notes pavable to REA: Note A, for $211.172,525 and Note B for $304.066,284. The
Note A bears interest at 10.06% and is due in guarterly instaliments through 2028




PENSION PLANS

INCOME TAX STATUS

COMMITMENTS




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 8 CONTINGENCIES




MEMBER COOPERATIVLE 00 OPERATING STATISTICS

STATEMENT OF OPERATIONS CLINTON COLES CORN
in 851,000 ADAMS CLAY COUNTY MOULTRIE BEL

ASSETS & OTHER DEBITS

LIABILITIES & OTHER CREDITS

OTHER STATISTICS



EASTERN ILLINOIS ILLINOIS
1LLIN] EDGAR FARMIRS RURAI VALLEY McDONOUGH MJM




MEMBER COOPERATIVES 19890 OPERATING

STATEMENT OF OPERA ) RURAI SOUTH
in 81,000 MENARI MONRO}S ELECTRI SHELBY WESTERN

ASSETS & OTHER DEBITS

LIABILITIES & OTHER CREDITS

M &
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OTHER STATISTICS
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SPOON 'Rl WAYNE
RIVER COUNTY WHITE WESTERN TOTAI AVERAGE
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Soyland Power Cngperative, Inc.

788 North Sunnyside Road * Decatu., 'llinols 62522
(217) 4250021







